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PART |
Item 1. Business
THE COMPANY

Overview

Loral Space & Communications Inc., together with stibsidiaries (“Loral,” the “Company,” “we,” “ourdnd “us”),is a leading satelli
communications company engaged, through our owipemterests in affiliates, in satellite-based coumigations services. The terrRdren
Company” is a reference to Loral Space & Commuiveoatinc., excluding its subsidiaries. Prior to g@detion of the sale of our whollgwnec
subsidiary, Space Systems/Loral, LLC (formerly knoas Space Systems/Loral, Inc. (“SS/L'))e were also engaged in the sate
manufacturing business (see “Recent Developmem=ising).

Recent Developments

On November 2, 2012, Loral completed the sale ‘{@ade”) of its wholly-owned subsidiary, SS/L, to MDA Communications Hodi, Inc
(“MDA Holdings”), a subsidiary of MacDonald, Dettisir and Associates Ltd. (“MDA”"). Pursuant to therghase agreement (th@urchas
Agreement”),dated as of June 26, 2012, as amended on Octop2038P, by and among Loral, SS/L, MDA and MDA Holgs, in a series
transactions, Loral received total cash payment$3&7.9 million plus, for the sale of certain restate used in connection with SS/L’
business, a three-year promissory note in the ipahamount of $101 million (the “Land Note”).

Satellite Services

Subsequent to the Sale, Loral has one operatinmerggconsisting of satelliieased communications services. (See Note 18
consolidated financial statements for results lgysent prior to the Sale.)

Loral participates in satellite services operatitm®ugh its 62.8% economic interest in Telesatdihgls Inc. (“Telesat Holdco"which
owns Telesat Canada (“Telesat”), a leading globalf satellite services (“FSSprovider, with industry leading backlog, and oneoofy thres
FSS providers operating on a global basis. Teleaats and leases a satellite fleet that operatggasynchronous earth orbit approxima
22,000 miles above the equator. In this orbit, [kege remain in a fixed position relative to panin the eartls’ surface and provide reliak
high-bandwidth services anywhere in their covermgas, serving as the backbone for many formdexfaenmunications.

At December 31, 2012, Telesat provided satellitgises to customers from its fleet of 13arbit satellites. In addition, Telesat owns
Canadian Ka-band payload on the Via$aatellite which was launched in October 2011e3a& successfully launched the Nimiq 6 satelli
May 2012 and placed it into commercial service myrdune 2012. One additional satellite, Anik Glau&iting launch which is anticipatec
the first half of 2013.

Telesat provides video distribution and direct-tovie (‘DTH”) video, as well as end-&nd communications services using both sat
and hybrid satellite-ground networks.

Our economic interest in Telesat decreased from #©462.8% in December 2012 when certain key em@syd Telesat exercised a tote
5,311,568 stock options granted under Telesat'redt@sed compensation plan in exchange for 2,24%@d-voting preferred shares.

Telesat Services

Telesat earns the majority of its revenues by pliag satellitebased services to customers, who use these serfdceheir owr
communications requirements or to provide servioesustomers further down the distribution chainvimeo and data services. Telesat
earns revenue by providing grouhdsed transmit and receive services, selling ecgipninstalling, managing and maintaining sate
networks, and providing consulting services infietd of satellite communications. Telesat catezgsiits revenues into: Broadcast, Enter
Services and Consulting & Other.
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Broadcast

Telesat’'s broadcast services business providedzaippately 52% of its revenue for the year endeddbawer 31, 2012. These services
included:

DTH. Both Canadian DTH service providers (Bell TV anda@tDirect) use Telesat’satellites as a distribution platform for theingces
delivering television programming, audio and infation channels directly to customers’ homes. Initaaid Telesats Anik F3 and Nimiq
satellites are used by EchoStar (Dish NetworkfdH services in the United States.

Video Distribution and ContributiorMajor broadcasters, cable networks and DTH sempiogiders use Telesat satellites for the finte
transmission of television programming. Additiogallelesat provides certain broadcasters and DTvicgeproviders bundled valwdde:
services that include satellite capacity, digitat@ding of video channels and uplinking and dovkilig services to and from Telesat satel
and earth station facilities.

Occasional Use Service®ccasional use services consist of satellite tréssan services for the timely broadcast of videws, sports ar
live event coverage on a short-term basis enablingdcasters to conduct on-the-scene transmisgging small, portable antennas.

Enterprise Service
Telesat's enterprise services provided approximatg?o of its revenue for the year ended DecembgP@12. These services include:

Telecommunication carrier service3elesat provides satellite capacity and ened+id- services for data and voice transmissic
telecommunications carriers located throughoutvioeld. These services include (i) connectivity araice circuits to remote locations
Canada for customers such as Bell Canada and Nesthivand (ii) space segment services and teakfdilities for internet backhaul a
access, cellular backhaul and services such astelephone and internet access to telecommunitatarriers and network services integre
around the world.

Government ServiceShe U.S. government is the largest single conswhéixed satellite services in the world and a ffigant user
Telesat$ international satellites. Over the course of sdvgears, Telesat has implemented a successhikgir to sell through governm
service integrators, rather than directly to U.8vegnment agencies. Telesat is also a significemtiger of satellite services to the Cana
Government, providing a variety of services fromaritime network for a Canadian Government entitgdtellite services to the Departn
of National Defence.

Two-way Internet Service$elesat provides Khand satellite capacity to Xplornet Communicatioms and other resellers in Canada
use it to provide two-way broadband Internet s@with Canada. Telesat also provideshi@ad satellite capacity to ViaSat/WildBlue wt
uses it to provide similar services in the Unitéat&s.
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Resource:Telesat provides communications services to gebggally diverse locations, both on and off shom, the oil and gas a
mining industries.

Maritime and AeronauticalTelesat is increasingly providing satellite capatit customers serving the growing maritime matk@iging
communications services to commercial vessels degucruise and working ships.

Retail: Telesat operates VSAT networks in Canada providind-toend services including installation and maintenaoicéhe end us:
terminal, maintenance of the VSAT hub and provisidrsatellite capacity. These networks include skipport of point-okale and oth
applications at thousands of retail petroleum sites

Consulting & Other

Telesat’s consulting & other category provided appnately 3% of its revenues for the year ended ebdmer 31, 2012. Telesat’
consulting operations allow it to realize operatefticiencies by leveraging Telesatéxisting employees and the facility base dedit#aeits
core satellite communication business. With over y#@rs of engineering and technical experienceeskelis a leading consultant
establishing, operating and upgrading satellitéesys worldwide, having provided services to busieesand governments in over 40 coun
across six continents. In 2012, the internationakalting business provided satellite-related sewin approximately 19 countries.

Competitive Strengths
Telesat’s business is characterized by the follgvikiey competitive strengths:
Leading Global FSS Operator

Telesat is the fourth largest FSS operator in thddvand the largest in Canada, with a strong andigg business. It has a leading posi
as a provider of satellite services in the Northekizan video distribution market. Telesat providesvices to both of the major DTH provic
in Canada, Bell TV and Shaw Direct, which togethave approximately 2.8 million subscribers, as \aslto EchoStar (Dish Network) in
United States, which has approximately 14 milliatoscribers. Its international satellites are welsifioned to serve a number of emerg
high growth markets and serve a range of importaistomers in those markets. Telstar 11N providegiceeto American, European &
African regions and aeronautical and maritime migrké the Atlantic Ocean Region. Telstar 12 prosgidgercontinental connectivity from 1
Americas to the Middle East. Telstar 14R/Estrelé&db2 offers high powered coverage of the Amerittas Gulf of Mexico, the Caribbean ¢
the North Atlantic Ocean Region (“NAOR"elstar 18 delivers video distribution and conttibn throughout Asia and offers connectivit
the US mainland via Hawaiian teleport facilitieeldsats current enterprise services customers includdingaelecommunications serv
providers as well as a range of network serviceigeys and integrators, which provide servicesrtemrises, governments and internati
agencies and multiple ISPs.

Blue Chip Customer Base

Telesat offers its broad suite of satellite serwite more than 400 customers worldwide, which idellsome of the world’ leadin
television broadcasters, cable programmers, DTMiceproviders, ISPs, telecommunications carrieagporations and government agent
Over 40 years of operation, Telesat has establikhegterm, collaborative relationships with its customeand has developed a reputatior
creating innovative solutions and providing sersiessential for its customers to reach their emdsugelesas customers represent som
the strongest and most financially stable compainigleir respective industries. These customeaguently commit to longerm contracts fc
Telesat’s services, which enhances the predictaloifiits future revenues and cash flows and suppts future growth.
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Large Contracted Backlog and Young Satellite Flaghderpin Anticipated Growth and High Revenue Vidlity

Historically, Telesat has been able to generatagtcash flows from its operating activities du¢he high operating margins in the sate
industry and its disciplined control of expenseke Ftability of Telesad’ cash flows is underpinned by its large revenwklbg. Telesat hi
been able to generate significant backlog by emgeinto longterm contracts with its customers, in some casealfer substantially all of
satellite’s orbital maneuver life.

This revenue backlog supports Telesat's anticipateavth. A significant proportion of Telesatexpected revenue growth is base
currently contracted business with its DTH providestomers for satellites in orbit and an additiaaaellite, Anik G1, that is anticipated to
launched in the first half of 2013. In additionttds backlog, Telesat has historically experienagugh proportion of contract renewals v
existing customers. Together, these two factore lpwduced ongoing, stable cash flows.

Many of Telesas satellites are relatively new and will not needoe replaced for a significant period of time whitefers replaceme
capital expenditures.

Portfolio of Orbital Real Estate

Telesats satellites occupy highly attractive orbital laoas that provide it with a leading position in ngaof the markets in which
operates due to the scarcity of available satedpctrum and the strong neighborhoods Telesaldnadoped at these locations. Access to -
orbital locations, coupled with the high capitateinsity of the satellite industry, creates highrieas to entry in those markets. Teles:
licensed by Industry Canada to occupy a numberegf debital positions that are wedliited to serve the Americas and maintain its heg
position in North America. Telesat’s internatiosalellites also occupy highly desirable orbitaklians that enable broad pesgional servic
with interconnectivity between regions, making thettractive for both intra- and inteegional services. Telesat has rights to addit
spectrum, including Ka-band and reverse DBS bamein existing orbital locations, including eiig DBS locations.

Global Operations Provides Revenue Diversificatiand Economies of Scale

The combination of Telesat's North American broaticand enterprise services businesses and Teales&trnational business offi
diversity in terms of both the customers and regiserved as well as the services provided. Tetesdinues to benefit from growth in both
broadcast and enterprise services markets, in@ugbiwernment services, due to its strong preseneadh.

Moreover, as the operator of a fleet of 13 sagsliplus multiple other satellites for third parti€glesat has attained meaningful sca
allow it to leverage its relatively fixed cost baeeachieve substantial operating margins.

Business Strateg

Telesats commitment to providing strong customer serviog igs focus on innovation and technical expeitias allowed it to successfL
build its business to date. Building on its exigticontractual revenue backlog, Telesdtcus is on increasing the utilization of its stiic
satellite capacity, maintaining its operating efficy and, in a disciplined manner, using the gfromsh flow generated by its existing busi
and its contracted expansion satellite to growrlnitcatellite capacity and strengthen its business
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Telesat believes its satellite fleet produces angtrcombination of ongoing revenue from backlog andtinuing revenue growth tt
provides a solid foundation upon which it will séekcontinue to grow its revenue and cash flowsag@lieve this growth, Telesat will seel
capture the anticipated increased demand for #atelérvices and capacity, (i) in the broadcasvises market, from broadcast vic
applications, including DTH services, HDTV, and arpion in the number of channels and (ii) in théegmise services market, fr(
developing market requirements, maritime and aerticel requirements, government services and enserpetwork demand.

Telesat will continue to focus on capturing thei@pated increase in worldwide demand for sateBizevices through a disciplined sate
expansion program that should drive incrementatrested backlog and cash flows, and further leveiitgyfixed cost structure. Telesanik
G1 satellite, which Telesat anticipates will benielned in the first half of 2013 and will be awated with its Anik F1 satellite, will double th
the Ku-band and C-band transponders serving Sontérisa from this orbital location, as well as pawiextended Kipand capacity for DT
services in Canada and X-band capacity for goventiservices. Anik G1's 16 extended land transponders have already been contract
DTH services in Canada to Shaw Direct for 15 yelsiareover, Telesat has entered into a 15 year aontvith Paradigm Services for the
X-band payload of three transponders on Anik Glis atellite will add meaningful incremental capadio Telesat fleet, includin
incremental capacity which will serve the fast girogvLatin American market.

The satellite industry is characterized by a reddyi fixed cost base that allows significant revemuowth with relatively minimal increas
in operating costs, particularly for sales of daéelcapacity. Thus, Telesat anticipates that it @zcrease its revenues without proportit
increases in its operating expenses, allowing fpaasion of its margins. Telesat expects to coatlpueview all aspects of its busines:
contain operating costs and to maintain and pakyimprove operating efficiency.

Market and Competitior

Telesat is one of three global FSS operators iflghlyhcompetitive industry. Telesat competes agadtser global, regional and natio
satellite operators and with providers of terre$tiased communications services.

Fixed Satellite Operators

The other two global FSS operators are Intelsab@I&.A. (“Intelsat”) and SES S.A. (“SES”)Telesat also competes with a numbe
nationally or regionally focused FSS operators adatne world, including Eutelsat S.A. (“Eutelsathe third largest FSS operator in the wc

Intelsat, SES and Eutelsat are each substantéatiet than Telesat in terms of both the numbeatd#ilges they have inrbit as well as the
revenues. Telesat believes that Intelsat and isigdiaries together have a global fleet of oveséatellites, that SES and its subsidiaries hi
fleet of approximately 50 satellites, and that Eaeand its subsidiaries have a fleet of over&6lktes and additional capacity on another
satellites. Due to their larger sizes, these opesatre able to take advantage of greater econamh&sale, may be more attractive to custor
and may (depending on the specific satellite atditalrlocation in question) have greater flexilyiltb restore service to their customers ir
event of a partial or total satellite failure. lddiion, their larger sizes may enable them to tlewoore resources, both human and financi
sales, operations, product development and strasdiiances and acquisitions.

Regional and domestic providerBelesat also competes against regional FSS opsyratotuding:

» in North America: Ciel, ViaSat/WildBlue, HNS/Echa®t Satmex and Hispas:
» in Europe, Middle East, Africa: Eutelsat, Arabgditesat, HellasSat, RSCC, Yahsat, Turksat and Sjmecg
» in Asia: AsiaSat, Measat, Thaicom, APT, PT Telk@ptus and Asia Broadcast Satellite; :

* in Latin America: Satmex, Star One, Arsat, HispaBat Hispama
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A number of other countries have domestic satalitems against which Telesat competes in thosketsa

The Canadian government opened Canadian sateléitkets to foreign satellite operators as part ®f1898 World Trade Organizati
commitments to liberalize trade in basic telecomitations services. As of January 2013, approxinga®8l nonCanadian FSS satellites
listed as having been approved by Industry Canadade in Canada. Three of these are Telesatisgditensed by other administrations.
growth in satellite service providers using or plag to use Kaand, including Avanti Communications, O3b, Via®étdBlue, Eutelsa
HNS/EchoStar, Inmarsat, SES, Yahsat and otherkregillt in increased competition.

In addition, the FSS and the Mobile Satellite Ssasi(*“MSS”) sectors, which have historically served distincdtomer requirements, «
converging. As a result, Telesat faces competitiom MSS operators which it expects will increas¢he future.

Terrestrial Service Providers

Providers of terrestridbased communications services compete with satelfierators. Increasingly, in developed and dewgdppountrie
alike, governments are providing funding and otherentives to encourage the expansion of terréstedworks resulting in increas
competition for FSS operators.

Consulting Services

The market for satellite consulting services isegalty comprised of a few companies qualified tovide services in specific areas
expertise. Telesat’'s competitors are primarily BaiStates- and European-based companies.

Satellite Fleet & Ground Resource

As of December 31, 2012, Telesat had 13 in-orkiglli@s and one satellite awaiting launch. In &ddi Telesat owns the Canadian Ka
band payload on the ViaSat-1 satellite which wasdaed in October 2011.

Telesat also has ground facilities located arotwedworld, providing both control services to it¢edlgte fleet, as well as to the satellite:
other operators as part of its consulting servimfésrings. Telesat’s primary satellite control eaam{*SCC") is located at its headquarter:
Ottawa, Ontario, with a second SCC located in APamk, Ontario. A third SCC, in Rio de Janeiro, lris used to operate Telstar 14R/Esl
do Sul 2. In addition, Telesat leases other tectfiécilities that provide customers with a hostedéport and hub services.

Telesats North American focused fleet is comprised of eggtellites (Anik F1R, Anik F2, Anik F3, Nimiq Nimiq 2, Nimiq 4, Nimiq !
and Nimiq 6), plus the Canadian beams on ViaSatdlesats international fleet is comprised of five satebit(Anik F1, Telstar 11N, Tels
12, Telstar 14R/Estrela do Sul 2 and Telstar 18).
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The table below summarizes selected data relatifglesat’s owned in-orbit satellite capacity a®etember 31, 2012

Expected
Orbital Location Manufacturer’ s End-of-
Regions Launch End-of-Service Orbital
Covered Date Life Maneuver Life (D Frequency(z) Model
Nimiqg 1 91.1°WL Canada, May 1999 2011 2024 Ku A2100 AX
Continental United (Lockheed Martin)
States
Nimiqg 2 91.1°WL Canada, December 2002 2015 2021 Ku/Ka  A2100 AX
Continental United (Lockheed Martin)
States
Nimiqg 4 82° WL Canada September 200 2023 2027 Ku/Ka  E3000
(EADS Astrium)
Nimiqg 5 72.7° WL Canada, September 200 2024 2035 Ku SS/L 1300
Continental United
States
Nimiq 6 91.1° WL Canade May 2012 2027 2046 Ku SS/L 130C
Anik F1 107.3°WL South November 200! 2016 2022 C/Ku BSS702 (Boeing)
America
Anik F2 111.1° WL Canada, July 2004 2019 2027 C/Ku/Ka BSS702 (Boeing)
Continental United
States
Anik FIR @) 107.3° WL North America September 200 2020 2023 C/Ku/L  E3000
(EADS Astrium)
Anik F3 118.7°WL Canada, April 2007 2022 2026 C/Ku/Ka E3000
Continental United State (EADS Astrium)
Telstar 11N 37.55° WL North and February 2009 2024 2026 Ku SS/L 1300
Central America,
Europe, Africa and the
maritime Atlantic
Ocean regiol
Telstar 12 15°WL Eastern United October 1999 2012 2017 Ku SS/L 1300
States, SE Canada,
Europe, Russia, Middle
East, South Africa,
portions of South and
Central Americe
Telstar 63°WL Brazil and May 2011 2026 2024 Ku SS/L 1300
14R/Estrela portions of Latin
do Sul 2 America, North
America, Atlantic
Ocean
Telstar 18@  138° EL India, South June 2004 2017 2018 C/Ku SS/L 1300

East Asia, China,
Australia and Hawa

(1) Telesats current estimate of when each satellite will beainmissioned, taking account of anomalies andumetiions the satellites he
experienced to date and other factors such as némgauel levels, consumption rates and other abél engineering data. These estirr
are subject to change and it is possible that thigahorbital maneuver life of any of these satedliwill be shorter than Telesat curre
anticipates. Further, it is anticipated that thglpad capacity of each satellite may be reducear poi the estimated end of orbital mane!
life. For example, Telesat currently anticipatest tih will need to commence the turndown of tramgfers on Anik F1 prior to the end
commercial service life, as a result of furtherrdeigtion in available powe

(@ Includes the direct broadcast satellite (‘DBS”) Rand, extended C-band and extended Ku-band inicedses.

() Telesat does not provide service in the L-band. 0-band payload is licensed to Telesat's custonyehb FCC.
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(4) Includes 16.6 MHz of and capacity provided to the Government of Tomgkeu of a cash payment for the use of the orlbitehtion
The satellite carries additional transponders (T transponders”)as to which APT has a prepaid lease through theoétite of the
satellite in consideration for APT’s funding a pont of the satellite’s cost. This transaction wasaainted for as a salégae lease, becat
substantially all of the benefits and risks incidenthe ownership of the leased transponders warsferred to APT. Telesat has ag
with APT among other things that if Telesat is afuleobtain the necessary approvals and licenses fre U.S. government under L
export laws, it would transfer title to the APTrisponders on Telstar 18 to APT, as well as a cporeding interest in the elements on
satellite that are common to or shared by the ARmsponders and the Telesat transponders. As eglquitder its agreement with Al
Telesat acquired two transponders from APT fordditeonal payment in August 200

In addition, Telesat has rights to satellite cajyaon other satellites including the Kand Canadian payload consisting of nine user kt
of 500/1000 MHz bandwidth on ViaSat-1.

One additional satellite, Anik G1, is awaiting lahnwhich is anticipated to be in the first half2§13. Anik G1's 16 extended Kaanc
transponders have been contracted to Shaw Direstigport Shaw’s DTH services in Canada, and itsetifband transponders have b
contracted to Paradigm Services, in both case$Jgrears. Anik G1 will be co-located with Telesakisik F1 satellite at the 107.3%L orbital
location, doubling both the Ku-band and C-banddpamders serving South America from this location.

Satellite Services Performand?)

Loral holds a 62.8% economic interest and aiLBg% voting interest in Telesat Holdco. We use theitgquethod of accounting for o

investment in Telesat Holdco, and its results aye aonsolidated in our financial statements. Owarshof the operating results from
investment in this company is included in equityngt income of affiliates in our consolidated sta¢@ts of operations and our investme
included in investments in affiliates in our condated balance sheet (see Note 8 to the consdiidi@@ncial statements).

Year ended December 31,

2012 2011 2010
(In millions)

Revenue

Total segment revenu $ 84€ $ 817 $ 797

Affiliate eliminations® (846) (817) (797)
Revenues from satellite services as reported $ - % — % —
Adjusted EBITDA:

Total segment Adjusted EBITD $ 64¢ $ 62¢ $ 607

Affiliate eliminations® (648) (629) (607)
Adjusted EBITDA from satellite services after elirations $ - $ — $ —

(1) See Consolidated Operating Results in Managemebiscussion and Analysis of Financial Conditiord éResults of Operations f
significant items that affect comparability betwette periods presented (see Note 18 to the comsetidfinancial statements for
definition of Adjusted EBITDA)

(@) Affiliate eliminations represent the elimination afhounts attributable to Telesat which is refleétedur consolidated financial stateme
under the equity method of accounti

Total Telesat assets were $5.3 billion for eachhef years ended of December 31, 2012, 2011 and, 28%pectively. Backlog w
approximately $5.2 billion and $5.3 billion as oe@mber 31, 2012 and 2011, respectively. The deeregmbacklog is due to reven
recognized and exchange rate changes, partialbeolfy new orders. It is expected that approxingat8bb of the backlog at December
2012 will be recognized as revenue by Telesat k820

10
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Other

We also own 56% of XTAR, LLC (“XTAR"), a joint vente between Loral and Hisdesat Servicios Estrabsgi§.A. (“Hisdesat”)We
account for our ownership interest in XTAR under #guity method of accounting because we do ndtaasertain of its significant operati
decisions. XTAR owns and operates an X-band s&teKTAR-EUR located at 29E.L., which entered service in March 2005. The |B&gés
designed to provide Xand communications services exclusively to Uniftdtes, Spanish and allied government users thouuagttne
satellite’s coverage area, including Europe, theldié East and Asia. The government of Spain grakfBAR rights to an Xband licens:
normally reserved for government and military usedevelop a commercial business model for supglyfrRband capacity in support
military, diplomatic and security communicationgju@ements. XTAR also leases 7.2 72 MHzAd transponders on the Spainsat sal
located at 3¢ W.L. owned by Hisdesat, which entered commercialise in April 2006. These transponders, design@eXTARLANT,
allow XTAR to provide its customers in the U.S. aamoroad with additional Xand services and greater flexibility. XTAR curtgnias
contracts to provide Xand services to the U.S. Department of Defens®, Department of State, various agencies of thaiSpa&overnmer
the Belgium Ministry of Defense, the Norwegian Mitny of Defense and the Danish armed forces. Faenmformation on XTAR see Note
to the Loral consolidated financial statements.

REGULATION
Satellite Services

Telesat is subject to regulation by governmentaties in Canada, the United States and othertci@snn which it operates and is sub
to the frequency and orbital location coordinatmncess of the International Telecommunication UrfdTU”). Telesat’s ability to provid
satellite services in a particular country or regis subject also to the technical constraintst®fsatellites, international coordination, I¢
regulation including as it applies to securing lagdights and licensing requirements.

Canadian Regulatory Environment

Telesat was established by the government of Caimad®69 under the Telesat Canada Act. As parthef €anadian governmest’
divestiture of its shares in Telesat, pursuantto Telesat Canada Reorganization and Divestitute(2991), or the Telesat Divestiture /£
Telesat was continued on March 27, 1992 as a besio@rporation under the Canada Business Corpposafiot, the Telesat Canada Act
repealed and the Canadian government sold its sivafieelesat. The Telesat Divestiture Act provittes no legislation relating to the solve
or winding-up of a corporation applies to Telesat and thaffigirs cannot be wound up unless authorized biarof Parliament. In additio
Telesat and its shareholders and directors carpply dor Telesats continuation in another jurisdiction or dissadutiunless authorized by
Act of Parliament.

Telesat is a Canadian carrier under the Telecontatians Act (Canada), or the Telecom Act. The Tamte®@ct authorizes the Canad
Radio-Television and Telecommunications Commisgf@RTC”) to regulate various aspects of the provision afd@mmunications servic
by Telesat and other telecommunications serviceigeos. Under the current regulatory regime, Tdlbsa pricing flexibility subject to a pri
ceiling on certain full period FSS services offeredCanada under minimum fisgeear arrangements, and otherwise Telesat is nofreshjtc
file tariffs for approvals. Telesa’DBS services offered within Canada are also stlbgeCRTC regulation, but have been treated aindi
from its fixed satellite services and facilitiesl@sat requires CRTC approval of customer agreesmetdting to the sale of DBS capacit
Canada, including the rates, terms and conditidnsepvice set out therein. Section 28(2) of theeTeim Act provides that the CRTC n
allocate satellite capacity to particular broadoasundertakings if it is satisfied that the alloa will further the implementation of t
broadcasting policy for Canada. The exercise by@RIC of its rights under section 28(2) of the Telmmunications Act could affe
Telesat’s relationship with existing customers, shhcould have a material adverse effect on Telesasults of operations, business pros|
and financial condition.
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Telesats operations are also subject to regulation arehding by Industry Canada pursuant to the Radioaomgation Act (Canadz
Industry Canada has the authority to issue liceresstablish standards, assign Canadian orbitatibmsaand plan the allocation and use o
radio frequency spectrum, including the radio figies upon which Telesatsatellites and earth stations depend. The Mmissponsible fc
Industry Canada has broad discretion in exerciifgyauthority to issue licenses, fix and amendddions of licenses and to suspend or ¢
revoke them. Telesat'licenses to operate the Anik and Nimiq satelligzgiire it to comply with research and developnaert other industri
and public benefit commitments, to pay annual radithorization fees and to provide all-Canada k&atebverage.

Industry Canada traditionally licensed satellitdioaspectrum and associated orbital locations &irsecome, firstserved basis. Current
however, a competitive licensing process is empulofge certain spectrum resources where it is gudieid that demand will likely exce
supply, including the licensing of certain FSS &ndadcasting satellite service (“BSSibital locations and associated spectrum resouha
2012, Industry Canada conducted a public consoitain the licensing framework for FSS and BSS inddia. As a result of the consultat
changes in policy may be announced in 2013. Authtions are granted for the life of a satellit¢haligh radio licenses (e.g., FSS licenses
renewed annually. As a result of policy concerngutlthe continuity of service and other factorgréhis generally a strong presumptiol
renewal provided license conditions are met.

The Canadian government opened Canadian sateliitkets to foreign satellite operators as part ®f1898 World Trade Organizati
(“WTQO") commitments to liberalize trade in basic telecomivations services, with the exception of DTH tetéon services provided throu
FSS or DBS facilities. Satellite digital audio radiervice markets were also closed to foreign amtti} 2005. In September 2005, the Cana
government revised its satellite-use policy to pgetime use of foreigiicensed satellites for digital audio radio sergige Canada. Furth
liberalization of the policy may occur and couldult in increased competition in Canadian sateflitgkets.

Since November 2000, pursuant to the CRTC'’s DetiSIRTC 2000745, virtually all telecommunications service paefis are required
pay contribution charges based on their Canadlandenmunications service revenues, minus certaiuc®ns (e.g., retail Internet and pac
revenues, terminal equipment sales and io#erier payments). The contribution rate variesnfrgear to year. It was initially set at 4.5%
eligible revenues but was significantly reducedubsequent years. The rate for 2012 was 0.63%.

United States Regulatory Environment
The Federal Communications Commission (“FCC") ratps the provision of satellite services to, fromwithin the United States.

Telesat has chosen to operate its U.S.-authoreedlises on a nowommon carrier basis. Consequently, it is not suliferate regulation
other common carrier regulations enacted undeiCtvamunications Act of 1934. Telesat pays FCC filfags in connection with its spt
station and earth station applications and anreed fo defray the FCEregulatory expenses. Annual and quarterly staosrts must be file
with the FCC for interstate/international teleconmications, and contribution charges to the FCC’'svehsal Service Fund (“USFbased o
eligible United States telecom revenues are paid quarterly and annual basis. The USF contributda is adjusted quarterly and is curre
set at 16.1% for the first quarter of 2013. At firesent time, the FCC does not assess USF combrisulvith respect to bare transpor
capacity (i.e. agreements for space segment oh@jgsat’'s United States telecom revenues that &fe éligible are currentlge minimisanc
USF payments are not required.
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The FCC currently grants satellite authorizationsaofirst-come, firsserved basis to applicants who demonstrate that dhe legally
technically and financially qualified, and that gheblic interest will be served by the grant. Unliegnsing rules, a bond must be posted fc
to $3 million when an FSS satellite authorizatisgianted. Some or the entire amount of the bondbadorfeited if there is a failure to m
any of the milestones for satellite contractingsige, construction, launch and commencement ofatipeis. According to current licens
rules, the FCC will issue new satellite licensesdo initial 15-year term and will provide a liceeswith an “expectancythat a subseque
license will be granted for the replacement of atharized satellite using the same frequencieshétend of the 1year term, a satellite tf
has not been replaced, or that has been reloaatmubther orbital location following its replacememnay be allowed to continue operations
a limited period of time subject to certain regidns.

To facilitate the provision of FSS in C-, Ku- an@and frequencies in the United States market, darécensed operators may applh
have their satellites placed on the FCC’s Permifipdce Station List. TelesatAnik Fl, Anik FIR, Anik F2, Anik F3 and Telsta#R/Estrela d
Sul 2 satellites are currently on this list.

The United States made no WTO commitment to opeitH, DBS or digital audio radio services to fgreicompetition, and inste
indicated that provision of these services by fymedperators would be considered on a casedsg- basis, based on an evaluation ¢
effective competitive opportunities open to Unitethtes operators in the country in which the foredgtellite was licensed (i.e., an EG®-
test) as well as other public interest criteria.id/iCanada currently does not satisfy the E€&Diest in the case of DTH and DBS service
FCC has found, in a number of cases, that provisfaimese services into the United States usinga@anticensed satellites would provi
significant public interest benefits and would #fere be allowed. In cases involving Telesat, Uhitgtates service providers, Dig
Broadband Applications Corp., DIRECTV and EchoStsaye all received FCC approval to access Canalithmwrized satellites unc
Telesat’s direction and control in Canadian-licehsgbital locations to provide DTH-FSS or DBS seevinto the United States.

The approval of the FCC for the acquisition of awnership interest in Telesat was conditioned upompliance by Telesat wi
commitments made to the Department of JusticeFdteral Bureau of Investigation and the Departroéitomeland Security relating to
availability of certain records and communicatiamghe United States in response to lawful Unit¢ates law enforcement requests for ¢
access.

The export of United Statesanufactured satellites and technical informatielated to satellites, earth station equipment aogigion o
services to certain countries are subject to Rafartment, Commerce Department and Treasury Dapattregulations.

In 1999, the United States State Department pudddisamendments to the International Traffic in ArRegulations (“ITAR”) which
included satellites on the list of items requiriport licenses. These provisions have limited Sale access to technical information and t
had a negative impact on Telesat’s internationabkatiing revenues.

If Telesat does not maintain its existing authdiaes or obtain necessary future authorizationseutize export control laws and regulati
of the United States, Telesat may be unable toréxpohnical information or equipment to nbhnS. persons and companies, including t
own nond.S. employees, as required to fulfill existing trants. If Telesat does not maintain its existingharizations or obtain necess
future authorizations under the trade sanctions lamd regulations of the United States, Telesatmoaipe able to provide satellite capacity
related administrative services to certain coustsebject to U.S. sanctions. Telesat's ability ¢guare new United Statesanufacture
satellites, procure launch services and launch seellites, operate existing satellites, obtairuiance and pursue its rights under insur
policies or conduct its satellitelated operations and consulting activities calt be negatively affected if Telesat and its appare nc
able to obtain and maintain required U.S. expatti@izations.
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Regulation Outside Canada and the United Sta

The Brazilian national telecommunications agencMAXEL, has authorized Telesat, through its subsydidelesat Brasil Capacidade
Satélites Ltda. (“TBCS”), to operate a Ku-band Fa&llite at the 63° WL orbital location. In Deceanl2008, TBCS entered into a new 15
year Concession Agreement with ANATEL which regsifBCS to dedicate a minimum amount of bandwidteeve only Brazil until Ma
2014. After May 2014, this requirement will be rerad. The Concession Agreement obligates TBCS toatpé¢he satellite in accordance v
Brazilian telecommunications law and contains pmvris to enable ANATEL to levy fines for failure perform according to the Concess
terms.

Telesat, through its subsidiary Telesat Satellfe awns Telstar 18, which operates at the 138° bitad location under an agreement v
APT, which has been granted the right to use tl88 EB orbital location by The Kingdom of Tonga. AsTthe direct interface with the Tor
regulatory bodies. Because Telesat gained accesbsstorbital location through APT, there is greatacertainty with respect to its ability
maintain access to this orbital location for replaent satellites.

Telesat owns and operates the portion of the VidSstellite (115° WL) payload that is capable ofvding service within Canac
ViaSat-1 operates in accordance with a licensetgdahy the United Kingdom regulatory agency (“OFCQ®Mo ManSat Limited. ManS
Limited has been granted exclusive rights by the d$ Man government to manage all aspects ofdslan satellite orbital filings. The Isle
Man is a British Crown Dependency and Isle of Matelite orbital filings are filed with the ITBR by OFCOM. Both Telesat and Via
have a commercial relationship with ManSat. Via®ad Telesat have agreed to cooperate in theirnggalvith ManSat with respect to
ViaSat-1 satellite for OFCOM and ITU purposes.

Landing Rights and Other Regulatory Requiremet

In addition to regulatory requirements governing tise of orbital locations, most countries reguieiasmission signals to, and for up
signals from, their territory. Telesat has landiigdnts in more than 140 countries worldwide. In maurisdictions, landing rights are grantec
a per satellite basis and applications must be nmdecure landing rights on replacement satellites

International Regulatory Environmen— International Telecommunication Union

The ITU, a body of the United Nations, is respolesibr administering access by member states tguércies in the radio portion of
electromagnetic spectrum. The ITU Radio Regulateetsforth the process that member states musiwfdld secure rights for satellites to
frequencies at orbital locations and the obligatiand restrictions that govern such use. The psdcetudes, for example, a “first-come, first:
served” system for gaining access to certain frequencieerfital locations and time limits for bringing tHeequencies into use. Otl
frequencies at specified orbital locations havenlreserved in perpetuity for individual adminisivas’ use.

The Canadian, United States and other member statesrights to use certain frequencies at orlbttions. Telesat has been author
by its filing states (Canada, USA, Brazil and Uditéingdom) to use certain frequencieditital locations in addition to those already ubyg
its current satellites, provided the frequencieskapbught into use within specified time limits.

The ITU Radio Regulations also govern the procassl by satellite operators to coordinate their ajpams with other satellite operator:
avoid harmful interference. Each member state duired to give notice of, coordinate, and registerproposed use of radio freque
assignments at associated orbital locations wighlTJ. The filing and registration process is adstagred by the ITU Radiocommunicatic
Bureau (the “ITU-BR”).
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Once a member state has filed with the IBR-its proposed use of frequencies at a given arlotation, other member states inform
member state and the ITBR of any intended use that has the potential tse&dnterference to either existing operationgparations that m:
occur in accordance with priority rights. The membtates are then obligated to negotiate with eztbler in an effort to coordinate 1
proposed uses and resolve interference concerafl.dfitstanding issues are resolved, the membéesshotify the ITUBR that coordinatic
has been successfully completed, which is a reaginé for the frequency use to be entered into d’'d Master Register (“MIFRY.
Registered frequencies are entitled under intesnatilaw to interference protection from subsequemonconforming uses.

Under the ITU Radio Regulations, a member statepla@es a satellite or any ground station intorai@n without completing coordinati
could be vulnerable to interference from other eyst and may have to alter the operating parameteats satellite if harmful interferen
occurs to other users already entered in the MIFRat have priority rights.

The process of ITU filing and notification in thellR of frequencies spans a period of seven to gigats, or longer, depending upon
frequency band and the various provisions of tHg Radio Regulations that may be invoked. Telssatithorized frequencies are in var|
stages of the coordination and notification procédany frequencies have completed the process and been entered coordinated
registered in the MIFR. In other cases, coordimat®ongoing so that entry into the MIFR is pending. Tisigypical for satellite operato
Depending upon the outcome of coordination discunsswith other satellite operators Telesat may rieedake concessions in terms of hc
frequency may be used. This, in turn, could haveaterial adverse impact on Telesatinancial condition, as well as on the value ts
business. The failure to reach an appropriate germent with such satellite operators may rendenpiossible to secure entry into the Ml
and result in substantial restrictions on the usk @erations of Telesatexisting satellites at their orbital locations.the event disputes ar
during the coordination process or thereafter, [fHgé Radio Regulations set forth procedures for kgeg disputes but do not contair
mandatory dispute resolution mechanism or an eefoent mechanism. Rather, the rules invite a consg¢rspute resolution process
parties to reach a mutually acceptable agreemesith@t the rules nor international law provide @aclremedy for a party where this volun
process fails.

Although nongovernmental entities, including Telesat, partitgpat the ITU, only national administrations hawdl standing as IT!
members. Consequently, Telesat must ultimately oglythe government administrations of Canada, théed States, Brazil, the Unit
Kingdom and the Kingdom of Tonga to representritsriests, including filing and coordinating orbi@atations within the ITU process and v
the national administrations of other countriesgaating new orbital locations, and resolving digsuthrough the consensual process pro
for in the ITU’s rules.

PATENTS AND PROPRIETARY RIGHTS

As of December 31, 2012, Telesat had seven patahts, the United States. These patents expiresdet 2018 and 2027. Telesat alsc
several pending domestic and international patepliGtions.

There can be no assurance that any of the foregmnging patent applications will be issued. Momothere can be no assurance
infringement of existing third party patents hag wocurred or will not occur. Additionally, becausige patent application proces:
confidential, there can be no assurance that fharties, including competitors, do not have patgetsding that could result in issued pat
which we or Telesat may infringe. In such event,may be restricted from continuing the infringirgiaities, which could adversely affect
business, or we may be required to obtain a lickose a patent holder, and pay royalties, which Mdancrease the cost of doing business.
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RESEARCH AND DEVELOPMENT
Satellite Service:

Telesats research and development expenditures are imcdare the studies associated with advanced satedljtstem designs &
experimentation and development of space, satalliteground communications products. This alsaighes the development of innovative
cost effective satellite applications for sovergygrdefense, broadcast, broadband and enterpris&eas segments. Telesat has undert
proof-of-concept interactive broadband technologiieds to support health, education, governmet @her applications to remote and unde|
served areas. Telesat continues to research adlvanogpression and transmission technology to supidiTV and other advanced televis
services.

Satellite Manufacturing
SS/L'’s research and development costs were $20 milinBG12, $34 million for 2011 and $20 million fodT0 and are included in incol

from discontinued operations in our consolidatedeshents of operations.

16




Table of Content

FOREIGN OPERATIONS

Loral's revenues from foreign customers, primarily in dpg, Canada and Asia represented 68%, 64% and 448aroconsolidate
revenues for the years ended December 31, 2012, &84 2010, respectively, and are included in ircdrmm discontinued operations in
consolidated statements of operations.

Satellite Service:

Telesat’s revenues from ndhS. customers, primarily in Canada, Asia, Europé Batin America represented 68%, 69% and 68%s
consolidated revenues for the years ended Dece®berR012, 2011 and 2010, respectively. At Decentiier 2012, 2011 and 20:
substantially all of its long-lived assets wereal®tl outside of the United States, primarily in & with the exception of iorbit satellites
(See Item 1A “Risk Factors —Telesat is subject to risks associated with doungjrtess internationally.”)

Satellite Manufacturing
SS/L’s revenues from foreign customers, primanlf¥urope, Canada and Asia represented 68%, 64%46df SS/L revenues for the years
ended December 31, 2012, 2011 and 2010, respsctinel are included in income from discontinued apens in our consolidated statements
of operations.

EMPLOYEES

As of December 31, 2012, Loral had approximatelfuiitime employees.

As of December 31, 2012, Telesat and its subsetidtad approximately 434 full and part time empésyapproximately 3% of whom |
subject to collective bargaining agreements. Té€lesmployee body is primarily comprised of profesalcengineering, sales and marke
staff, administrative staff and skilled technicairkers. Telesat considers its employee relatiofgetgood.

OTHER
Loral, a Delaware corporation, was formed on Juhe?R05, to succeed to the business conducted Ipyatlecessor registrant, Loral Sy

& Communications Ltd. (“Old Loral”), which emergdbm chapter 11 of the federal bankruptcy laws avéimber 21, 2005 (theEffective
Date”) pursuant to the terms of the fourth amerjded plan of reorganization, as modified (the ‘Plaf Reorganization”).
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AVAILABLE INFORMATION

Our annual report on Form 10-K, quarterly reponts Form 10-Q, current reports on FormK8and amendments to those reports
available without charge on our web site, www.lam®@in, as soon as reasonably practicable afterateglectronically filed with or furnished
the Securities and Exchange Commission. Copielsesiet documents also are available in print, witlsbarge, from Lora$ Investor Relatior
Department, 600 Third Avenue, New York, NY 1001@ra&l's web site is an inactive textual reference onlganing that the informati
contained on the web site is not part of this repod is not incorporated in this report by refeen

Item 1A. Risk Factors
I. Financial and Telesat Investment Risk Factor:

Telesat’s profitability may be adversely affected § swings in the global financial markets, which mayhave amaterial adverse effect o
Telesat’s customers and suppliers.

Swings in the global financial markets that inclillquidity, market volatility, changes in interesates and currency exchange fluctuat
can be difficult to predict and negatively affelae tability of certain customers to make paymentewtiue. Such swings may materially
adversely affect us due to the potential insolveatylelesats suppliers and customers, inability of customerstitain financing for the
transponder leases, decreased customer demanys delaupplier performance and contract terminatiorelesas customers may not he
access to capital or a willingness to spend capitgtansponder leases, or their levels of cashdity with which to pay for transponder lea
may be adversely affected. Access of Telassitippliers to capital and liquidity with which iteaintain their inventories, production levels
product quality may be adversely affected, whichld@ause them to raise prices or cease opera#igna.result, we may experience a mat
adverse effect on our business, results of opermemd financial condition. These potential effeftswings in the global financial markets
difficult to forecast and mitigate.

Our equity investment in Telesat may be at risk bezuse of Telesat’s leverage.

At December 31, 2012, Telesat had outstanding tedeless of CAD 3.5 billion and additional borrowiogpacity of CAD 140 millio
under its revolving facility, based on a U.S. ddilanadian dollar exchange rate of $1.00/CAD 0.9%¢proximately $2.6 billion of this tot
borrowing capacity is debt that is secured by sutiglly all of the assets of Telesat. This inddhtss represents a significant amoul
indebtedness for a company the size of Telesat. agneements governing this indebtedness imposetpgrand financial restrictions
Telesat’s activities. These restrictions on Telessability to operate its business could seriousiynhits business by, among other thi
limiting its ability to take advantage of financinmerger and acquisition and other corporate oppdits, which could in time adversely afl
the value of our investment in Telesat.

Borrowings under Telesat'Senior Secured Credit Facilities are at variadities of interest and expose Telesat to interésstrisk. Assumin
all revolving loans are fully drawn, each quarteinp change in interest rates would result in a C&B million change in annual inter
expense on indebtedness under the Senior Secueglit Ercilities. Telesat has entered into, anchan future it may enter into, interest 1
swaps that involve the exchange of floating foefixate interest payments in order to reduce isteete volatility. Telesat may not, howe
maintain interest rate swaps with respect to alitof/ariable rate indebtedness, and any swapssdkeknters into may not fully mitigate
interest rate risk, may prove disadvantageous grereate additional risks.
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Telesats indebtedness includes $1.8 billion that is demamaid in U.S. dollars and is unhedged with respedbreign exchange rat
Changes in exchange rates impact the amount thesatepays in interest and may significantly inseethe amount that Telesat is require
pay in Canadian dollar terms to redeem the indelgteskither at maturity, or earlier if redemption riglaiee exercised or other events o
which require Telesat to offer to purchase the linglgness prior to maturity, and to repay funds drander its USdollar denominated facilit
Unfavorable exchange rate changes could affecs@igteability to repay or refinance this debt.

A breach of the covenants contained in any of Btledoan agreements, including without limitationfadure to maintain the financi
ratios required under such agreements, could resah event of default. If an event of default & occur, Telesat'lenders would be able
accelerate repayment of the related indebtednedst enay also trigger a cross default under offedesat indebtedness.

If Telesat is unable to repay or refinance its sedindebtedness when due (whether at the matlatty or upon acceleration as a result
default), the lenders will have the right to pratesgainst the collateral granted to them to seswiech indebtedness, which consist
substantially all of the assets of Telesat andutssidiaries. Telesat’ability to make payments on, or repay or refiearits debt, will deper
largely upon its future operating performance aratkat conditions. Disruptions in the financial metsksimilar to those that occurred in 2
could make it more difficult to renew or extend gsts facilities at current commitment levels on similarms or at all. In the event t
Telesat is not able to service or refinance iteiddness, there would be a material adverse effethe value of our equity investmen
Telesat.

Telesat’s financial results and our U.S. dollar reprting of Telesat'sfinancial results will be affected by volatility in the Canadian/U.S
dollar exchange rate.

Portions of Telesat’ revenue, expenses and debt are denominated irdbll&s and changes in the U.S. dollar/Canad@laidexchang
rate may have a negative impact on Telesat’s fiaamesults and affect the ability of Telesat tpag or refinance its borrowings. Telesat’
main currency exposures as of December 31, 2012 li,s U.S. dollar denominated cash and cash edgiiws, accounts receivable, acco
payable and debt financing. The most significarant of variations on the exchange rate is on ti& tollar denominated debt financing.
of December 31, 2012, a five percent increase €daer) in the Canadian dollar against the U.S. daltzuld have increased (decrea:
Telesat’s net income by approximately CAD 147 moiili This analysis assumes all other variablesartiqular interest rates, remain constant.

Loral reports its investment in Telesat in U.S.lawl while Telesat reports its financial resultsGanadian dollars. Loral reports
investment in Telesat using the equity method obanting. As a result, Telesattesults of operations are subject to conversiom {Canadia
dollars to U.S. dollars. Changes in the U.S. doldationship to the Canadian dollar affect how finencial results as they relate to Telesa
reported in our consolidated financial statemebtging 2012, the exchange rate moved from US$1.A80/Q.0213 at December 31, 2011
US$1.00/CAD 0.9921 at December 31, 2012.

While we own 62.8% of Telesat on an economic basige own only 331/ 3 % of its voting stock and therefore do not have the right t

elect or appoint a majority of its Board of Directors and our interests and thee of the other Telesat shareholders may diverge
conflict.

While we own 62.8% of the economic interests ineSat, we hold only 38/ 3% of its voting interests. Although the restricsoon foreigi

ownership of Canadian satellites have been rembyetie government of Canada, we are still subjeaur shareholders agreement with
Public Sector Pension Investment Board (“PS#i) the articles of incorporation of Telesat Holdebich do not allow us to own more vot
stock of Telesat Holdco than we currently own. Alsoder our shareholders agreement, the goverramtenanagement of Telesat is veste
its 10-member Board of Directors, comprised of ¢hkeralappointed directors, three PSP appointed direetodsfour independent directc

two of whom also own Telesat shares with nominaineeic value and 30% and %/ 3 % of the voting interests for Telesat direct

respectively. While we own a greater voting intefeslelesat than any other single stockholder watfpect to election of directors and we
PSP, which owns 30% of the voting interests foectiors and 66 / 3% of the voting interests for all other mattergether own a majority

Telesats voting power, circumstances may occur where atgrésts and those of PSP diverge or are in conflar example, it is likely th
any strategic transaction involving our ownershigetiests in Telesat that we wish to pursue williegthe cooperation of PSP, and PSP
not share our objectives or wish to pursue traimaetin which we are interested or any transac#ipall. In the event that our interests di
from those of PSP, PSP, with the agreement ofaat free of the four independent directors, maljest to veto rights that we have ur
Telesats shareholders agreement, cause Telesat to talkmsacontrary to our wishes. These veto rights hmyever, limited to certa
extraordinary actions —for example, the incurrence of more than $100 aonillof indebtedness or the purchase of assets @dtancexcess
$100 million. Moreover, our right to block thesdians under the shareholders agreement falls afyaybject to certain exceptions, eithe
ownership or control, directly or indirectly by DMark H. Rachesky (President of MHR Fund Managenhé@, or MHR, which, through i
affiliated funds is our largest stockholder) of mating stock falls below certain levels or (iiette is a change in the composition of a maj
of the members of Loral’s board of directors oveoasecutive two-year period.
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We may face indemnification claims from our sale 0§S/L.

In the fourth quarter of 2012, we completed theeSdilour subsidiary, SS/L, to MDA pursuant to thedhase Agreement. Under the te
of the Purchase Agreement, we are obligated tonmimifg MDA for (1) pre<losing taxes; (2) Covered Litigation Costs and €ed Litigatior
Damages (as such terms are defined in the Puréigasement) relating to the ViaSat lawsuit, subjeatertain sharing formulas and caps;
(3) certain breaches of representations, warraatidscovenants, subject to certain limitations wnwisal of claims, deductibles and caps. M
has the right to offset against payments due tanaer the Land Note amounts that have been fimdtgrmined to be due pursuant to tt
indemnification claims. In certain circumstanced)Mhas the right to deposit amounts due to us utftetand Note in escrow until pend
indemnification claims are resolved. Indemnificatiaims under the Purchase Agreement could exa@edints due to us pursuant to the L
Note requiring us to use our existing liquiditypgay such claims. To date, other than with respeshtring of Covered Litigation Costs, Mi
has submitted one claim for indemnification whielates to prelosing taxes. We intend to vigorously contestuhderlying tax assessme
but there can be no assurance that we will be ssfide We may not be able to settle indemnificatitaims at or below the recorded valu
our financial statements, and indemnification ciinmder the Purchase Agreement, whether pendingonanade in the future, could hav
material adverse effect on our financial conditimejuding liquidity, and results of operations.

Loral Space & Communications Inc., the parent compay, is a holding companywith no current operations; we are dependent on cdr
flow from our affiliates to meet our financial obligations.

The parent company is a holding company with owmiprénterests in Telesat and XTAR. The parent camphas no independe
operations or operating assets and has ongoingregsiirements. The ability of Telesat and XTAR taka payments or distributions to
parent company, whether as dividends or as paymemsr applicable management and consulting agmsnee otherwise, will depend
their operating results, including their abilitygatisfy their own cash flow requirements and dailns including, without limitation, their de
service obligations. Moreover, covenants containetthe debt agreements of Telesat impose limitatiom its ability to dividend funds to 1
parent company. Even if the applicable debt covenamould permit Telesat to pay dividends, the paoampany will not have the ability

cause Telesat to do so. See above “While we owd%6f Telesat on an economic basis, we own only B3 % of its voting stock ar

therefore do not have the right to elect or appeintajority of its Board of Directors and our imsts and those of the other Tel
shareholders may diverge or conflidtikewise, any dividend payments by XTAR would reguhe prior consent of our Spanish partner il
joint venture,
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The parent company earns a consulting fee of $8omikh year from Telesat. Telesatfoan documents permit this consulting fee 1
Telesat to be paid to the parent company only whedesats ratio of consolidated total debt to consolidaEI TDA is less than 5.0 to 1
When the ratio is not less than 5.0 to 1.0, thesaliimg fee is paid through the issuance of proamssotes to Loral with an interest rate of
and a maturity date of October 31, 2018. Prepayroénhese promissory notes may be made only ifethgra sufficient capacity unde
restricted payment basket, which is based on autarrof cumulative consolidated EBITDA less 1.4 tsrmumulative consolidated inter
expense. Whether Telesat meets the financial pedice criteria to enable payment is dependent ugraong other things, foreign excha
rates which are constantly fluctuating. During fberth quarter of 2012, Telesat paid its note péyab Loral of $24 million as of Septem|
30, 2012 in cash in full, including interest. Telesdid not pay the consulting fee for the fourtrader of 2012. It is uncertain at this ti
whether Telesat will be permitted to pay the cotirsglfee for 2013.

In connection with our assignment in March 201 T étesat of our interest in the Canadian payloatherViasati satellite, Telesat agre
that, if it obtains certain supplemental capacitytioe payload, Loral will be entitled to receiveedralf of any net revenue actually earne
Telesat in connection with the leasing of such temppntal capacity to its customers during the fiestr years after the commencemer
service using the supplemental capacity. Therdbeamo assurance that Loral will receive signific@vienues under this agreement.

XTAR has not generated sufficient revenues to meell of its contractual obligations, which are subsintial.

XTAR's take-up rate in its service has been slower than amtiegh As a result, it has deferred certain paymewesd to us, Hisdesat ¢
Telesat, including payments due under an agreewigmHisdesat to lease certain transponders oSpansat satellite. These lease obliga
were $24 million in 2012 with increases thereaftea maximum of $28 million per year through thel efi the useful life of the satellite, wh
is estimated to be in 2022. In addition, XTAR ha¢eeed into an agreement with Hisdesat wherebypdst due balance on the Spai
transponders of $32.3 million as of December 3D82@ogether with a deferral of $6.7 million in pagnts due in 2009, became payab
Hisdesat over 12 years through annual payment$ ofiffion. XTAR’s lease and other obligations to Hisdesat, whidhaggregate in exce
of $376 million over the life of the satellite, asabstantial, especially in light of XTARlimited revenues to date. XTAR has agreed tha
of its excess cash balance would be applied towaasng limited payments on these obligations, ai as payments of other amounts o
to us, Hisdesat and Telesat in respect of senpeegided by them to XTAR. Unless XTAR is able tongeate a substantial increase ir
revenues, these obligations will continue to ac@mi@ grow, which may have a material and adveirfeetedn our equity interest in XTAR. .
of December 31, 2012, $5 million was due to Lorahf XTAR.

The soundness of financial institutions and countgrarties could adversely affect Telesat or us.

We and Telesat have exposure to many differeninéiad institutions and counterparties (includingggld under credit, financing ¢
insurance arrangements), including brokers andedeatommercial banks, investment banks, insur@angeiders and other institutions ¢
industry participants. We and Telesat are exposetbsk, including credit risk resulting from many the transactions executed in connec
with hedging activities, in the event that any lersdor counterparties, including insurance prowdare unable to honor their commitment
otherwise default under an agreement with Telesaso

We have explored and expect in the future to expler various strategic transactions; this process maljave an adverse effect on ol
financial condition and results of operations whetkr or not a transaction is ultimately consummated.

We have previously explored potential strategiagetions, including strategic transactions invajvirelesat. In the future, we expec
pursue these or other strategic alternatives vi¢hgoal of maximizing shareholder value. The preedspursuing a strategic transaction
result in transaction costs and may result in tiverdion of the attention of operating managemdntalesat from business operations,
disclosure of confidential information to competstcr potential customers as part of a due diligepmcess and an adverse perceptic
Telesat in the marketplace which could, among cothiegs, adversely affect Telesatbility to win new business. Any of such resglisiic
have a material adverse effect on our financiadi@mn and results of operations whether or notrategic transaction is consummated. T
can be no assurance whether or when any transaetiolving Loral or Telesat will occur, and, evdraitransaction is consummated, there
be no assurance as to whether or to what degréeasmansaction will be successful in maximizindueao our shareholders.
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We may explore and evaluate possible strategic traactions and alliances which require financing whit may not be available at all o
on favorable terms.

Loral may, from time to time, explore and evaluatsssible strategic transactions and alliances whiely include joint ventures a
strategic relationships as well as business cortibimsgor the acquisition of assets. Should Loré¢deine to pursue any of these opportuni
additional funds are likely to be required. Theas e no assurance that we will enter into addifisirategic transactions or alliances, nc
we know if we will be able to obtain the necesdargncing for these transactions on favorable terfrat all.

As part of our business strategy, we may completecquisitions or dispositions, undertake restructurirg efforts or engage in othe
strategic transactions. These actions could advelgeaffect our business, results of operations andrfancial condition.

As part of our business strategy, we may engagésgussions with third parties regarding, or entr agreements relating to, acquisitic
dispositions, restructuring efforts or other stgatdransactions in order to manage our producttaokinology portfolios or further our strate
objectives. In order to pursue this strategy susfodlg, we must identify suitable acquisition oriahce candidates and complete tl
transactions, some of which may be large and compley of these activities may result in disrupsdie our business and may not produc:
full efficiency and cost reduction benefits antaigd.

Instability in financial markets could adversely afect our ability to access additional capital.

In recent years, the volatility and disruption e tcapital and credit markets have reached unpeeted levels. If these conditions conti
or worsen, there can be no assurance that we wtilexperience a material adverse effect on ouitahd borrow money or have acces:
capital, if needed. Lenders may be unable or umgilto lend money. In addition, if we determinettftas appropriate or necessary to r.
capital in the future, the future cost of raisingds through the debt or equity markets may beresipe or those markets may be unavailab
we were unable to raise funds through debt or gqudrkets, it could have a material adverse effecbur business, results of operations
financial condition.

The Telesat information in this report other than the information included in the audited financial satements is based solely «
information provided to us by Telesat.

Because we do not control Telesat, we do not ha@esame control and certification processes wipeaet to the information containec
this report on our satellite services segment Weathad for the reporting on our satellite manufantusegment. We are also not involve:
managing Telesat’'s day-ttay operations. Accordingly, the Telesat informatamntained in this report other than the informmtincluded i
the audited financial statements is based soleipfmnmation provided to us by Telesat and hashean separately verified by us.

Il. Risk Factors Associated With Satellite Services

Telesat’s in-orbit satellites may fail to operate as expected duto operational anomalies resulting in lost reveres, increased costs and/
termination of contracts.

Satellites utilize highly complex technology andeogte in the harsh environment of space and theredoe subject to significe
operational risks while in orbit. The risks incluigeorbit equipment failures, malfunctions and otherdsi of problems commonly referred tc
anomalies. Satellite anomalies include, for exampieuit failures, transponder failures, solaragrffailures, telemetry transmitter failur
battery cell and other power system failures, Batetontrol system failures and propulsion sysfaiures. Some of Telesat'satellites hay
had malfunctions and other anomalies in the pasts Af war, terrorism, magnetic, electrostatic ofas storms, space debris, sate
conjunctions or micrometeoroids could also damagjesat’s satellites.
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Despite working closely with satellite manufactsrés determine the causes of anomalies and mitthata in new satellites and to prov
for intrasatellite redundancies for certain criticamponents to minimize or eliminate service digians in the event of failure, anomalies
likely to be experienced in the future, whether dlughe types of anomalies described above orngriBiom the failure of other systems
components, and intrasatellite redundancy may e@ailable upon the occurrence of such anomdltesre can be no assurance that, in 1
cases, it will be possible to restore normal openat Where service cannot be restored, the fadatdd cause the satellite to have less cag.
available for sale, to suffer performance degradator to cease operating prematurely, either inlevlor in part. For example, if the dama
solar array on Telstar 14R/Estrela do Sul 2 weretoy unexpectedly in the future, this could teisua loss of capability to provide service.

Any single anomaly or series of anomalies or offadure (whether full or partial) of any of Telesasatellites could cause Telesat’
revenues, cash flows and backlog to decline méligr@ould require Telesat to repay prepayments enlayl customers of the affected sate
and could have a material adverse effect on Tekesalationships with current customers and itsitghib attract new customers for sate
services. A failure could result in a customer tieating its contract for service on the affectetblite. If Telesat is unable to provide alterr
capacity to an affected customer, the customer aeajde to procure all or a portion of its futuréefiiie services from an alternate supplie
the customes business may be so adversely affected by th#itsatailure that it may not have the financialilétly to procure future satelli
services. In addition, an anomaly that has a natadverse effect on a satellgedverall performance or expected orbital maneiifeecoulc
require Telesat to recognize an impairment losdchvin turn would adversely affect us. It may ateguire Telesat to expedite its plan
replacement program, adversely affecting its pabflity and increasing its financing needs and tiimgi the availability of funds for oth
business purposes. Finally, the occurrence of aliesnmay adversely affect Telesatbility to insure satellites at commercially @aeble
premiums, if at all, and may cause insurers to aehaaditional exclusions in policies they issue.

The actual orbital maneuver lives of Telesas satellites may be shorter than Telesat anticipateand Telesat may be required to redur
available capacity on its satellites prior to the ed of their orbital maneuver lives.

Telesat anticipates that its satellites will halve &€nd of orbital maneuver life dates described/alio ltem1Business. For all but one
Telesat’s satellites, the expected end-of orbitaheuver life date goes beyond the manufacturedsoéservice life date. A number of fact
will affect the actual commercial service livesTaflesat’s satellites, including:

« the amount of propellant used in maintaining gshtellite’s orbital location or relocating the satellite taew orbital location (and, f
newly-launched satellites, the amount of propellant ukethg orbit raising following launch

» the durability and quality of their constructic

» the performance of their componer

e conditions in space such as solar flares and speinés;

» operational considerations, including operatioadlfes and other anomalies; ¢

» changes in technology which may make all or a portif Telesé s satellite fleet obsolet
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Telesat has been forced to remove satellites frermice prematurely in the past due to an unexpeotédction in their previous
anticipated end-of-orbital maneuver life. It is pifde that the actual orbital maneuver lives of onenore of Telesat’ existing satellites m
also be shorter than originally anticipated. Furtioe some of Telesat'satellites it is anticipated that the total pagl@apacity may need to
reduced prior to the satellite reaching its enaxdifital maneuver life.

Telesat periodically reviews expected orbital mamelives of each of its satellites using curremgiaeering data. A reduction in the ork
maneuver life of any of Telesat'satellites could result in a reduction of theerawes generated by that satellite, the recognitibar
impairment loss and an acceleration of capital egfieres. To the extent Telesat is required to ceduayload capacity prior to the end
satellite’s orbital maneuver life, its revenuesiirthe satellite would be reduced.

Telesat’s satellite launches may be delayed, it may suffeaunch failures or its satellites may fail to reachtheir planned orbital locations.
Any such issue could result in the loss of a satiédl or cause significant delays in the deploymentfdhe satellite which could have
material adverse effect on Telesat’s results of opstions, business prospects and financial condition

Delays in launching satellites and in the deploynwéisatellites are not uncommon and result fromstrction delays, the unavailability
reliable launch opportunities with suppliers, dslag obtaining required regulatory approvals angnhén failures. If satellite constructi
schedules are not met, a launch opportunity maybedvailable at the time the satellite is readpeédaunched. Satellites are also subje
certain risks related to failed launches. Launchicles may fail. Launch failures result in signifit delays in the deployment of satell
because of the need to construct replacementitagelvhich typically takes up to 30 months or lengand to obtain another launch vehicli
delay or perceived delay in launching a satellitereplacing a satellite, may cause Telesatirrent customers to move to another sat
provider if they determine that the delay may caaisenterruption in continuous service. In additidielesats contracts with customers w
purchase or reserve satellite capacity may all@vctistomers to terminate their contracts in thenew€a delay. Any such termination wo
require Telesat to refund any prepayment it mayehaceived, and would result in a reduction in $afe contracted backlog and would d¢
or prevent Telesat from securing the commerciaklienof the new satellite. The launch vehicle stthed to be used by Telesat to launch ;
G1 has experienced several launch anomalies andefsiin the past when used to launch satellitesttodr operators, and those anomalies
failures have delayed the launch of Anik G1 and magtinue to delay its launch. Launch vehicles rap underperform, in which case
satellite may be lost or, if it can be placed istwvice by using its onboard propulsion system®éch the desired orbital location, will ha
shorter useful life. Certain of Telesat's sateflitare nearing their expected endsdfital maneuver lives. Any launch failu
underperformance, delay or perceived delay coulde lewmaterial adverse effect on TelesaBsults of operations, business prospect:
financial condition.

Telesat’s insurance will not protect it against allsatelliterelated losses. Further, Telesat may not be able t@new insurance on it
existing satellites or obtain insurance on future atellites on acceptable terms or at all, and for ¢tain of Telesat's existing satellites
Telesat has elected to forego obtaining insurance.

Telesat's current satellite insurance does notegtat against all satellite-related losses thataty experience, and it does not haveribit
insurance coverage for all of the satellites irflest. As of December 31, 2012, the total net bwakie of Telesat’s five irbit satellites fc
which it does not have insurance is approximate§pC15 million. Telesas insurance does not protect it against businéssuption, 10ss ¢
revenues or delay of revenues. In addition, Teldsas not insure the net book value of performancentives that may be payable t
satellites manufacturer as these are payable only to tlenettiat the satellite operates in accordance egtitracted technical specificatio
Telesat’s existing launch and ambit insurance policies include, and any futuréqgies that Telesat obtains can be expected tadwlspecifie
exclusions, deductibles and material change liioitat Typically, these insurance policies excludeetage for damage or losses arising |
acts of war, antsatellite devices, electromagnetic or radio freqyeimterference and other similar potential risks Which exclusions a
customary in the industry at the time the policywistten. In addition, they typically exclude coage for satellite healttelated problen
affecting Telesas satellites that are known at the time the poigyvritten or renewed. Any claims under existindigies are subject
settlement with the insurers and may, in some g, be payable to Telesat's customers.
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The price, terms and availability of satellite irmuce has fluctuated significantly in recent yedisese fluctuations may be affectec
recent satellite launch or in-orbit failures andhgel conditions in the insurance industry. Lauacdkl inerbit policies on satellites may 1
continue to be available on commercially reasontdyi@s or at all. To the extent Telesat experieackesinch or irerbit failure that is not full
insured, or for which insurance proceeds are ddlayalisputed, it may not have sufficient resoutceplace the affected satellite. In addit
higher premiums on insurance policies increasesbt&te costs, thereby reducing its profitability. In &@doh to higher premiums, insurar
policies may provide for higher deductibles, shodeverage periods, higher loss percentages rehémreconstructive total loss claims ¢
additional satellite health-related policy exclusioThere can be no assurance that, upon the gapi an inerbit insurance policy, whic
typically has a term of one year, Telesat will béeao renew the policy on terms acceptable to it.

Subject to the requirements contained in the indestgoverning Telesat'senior notes and senior subordinated notes aitd genio
credit agreement, Telesat may elect to reduceimirgte insurance coverage for certain of its éxissatellites, or elect not to obtain insure
policies for its future satellites, especially ¥ctusions make such policies ineffective, the co$tsoverage make such insurance impractic
if self-insurance is deemed more effective.

Replacing a satellite upon the end of its servicéfé will require Telesat to make significant expendures and may require Telesat ti
obtain shareholder approval.

To ensure no disruption in Telesabusiness and to prevent loss of its customelssaewill be required to commence constructiora
replacement satellite approximately three to fieang prior to the expected end of service lifehef gatellite then in orbit. Typically, it costs
the range of $250 million to $300 million to conalt, launch and insure a satellite. There can bassarance that Telesat will have suffic
cash, cash flow or be able to obtain third partglwareholder financing to fund such expendituregamnrable terms, if at all, or that Tele
will obtain shareholder approval, where requiredpttocure replacement satellites. Certain of Té¢kesatellites are nearing their expected en
of-orbital maneuver lives. Should Telesat not havéigeht funds available to replace those satelldeshould Telesat not receive apprt
from its shareholders, where required, to purch@macement satellites, it could have a materialeesk effect on Telesat'results ¢
operations, business prospects and financial dondit

Telesat is subject to significant and intensifyingompetition. Telesat experiences competition bothithin the satellite industry and from
other providers of communications capacity. Telesas failure to compete effectively would result in doss of revenues and a decline
profitability, which would adversely affect Telesats business and results of operations, business ects and financial condition.

Telesat provides point-to-point and point-to-mudiig services for voice, data and video communicegtiand for higlspeed Intern
access. A trend toward consolidation of major F&iders has resulted in the creation of global petitors who are substantially larger t
Telesat in terms of both the number of satellites/thave in orbit as well as in terms of their raves. Due to their larger sizes, these opel
are able to take advantage of greater economissalé, may be more attractive to customers, mapeftting on the specific satellite
orbital location in question) have greater flexthito restore service to their customers in therg\of a partial or total satellite failure and r
be able to offer expansion capacity for future negruents. Telesat also competes against regiotelligaoperators who may enjoy competi
advantages in their local markets. As a conditibrTelesats licenses for certain satellites, Telesat is meguiby Industry Canada,
governmental department overseeing Canadian inesstimnovation and economic development, to inires¢search and development rel:
to satellite communication activities. Telesat'stgil competitors may not face this additional ficiahburden.
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Telesat expects a substantial portion of its orgdinsiness will continue to be in the Canadian dsimemarket. This market
characterized by increasing competition among lgatgiroviders and rapid technological developmétistorically, the Canadian regulat
framework has required the use of Canadian-licesagllites for the delivery of direct-to-home (“BIT) programming in Canada. It is poss
that this framework could change and allow r@emadian satellite operators that have adequatéceeroverage in Canadian territory
compete for future business from TelesaDTH customers. In 2007, Industry Canada awardsgeatrum which is suitable for provid
services to Canadian customers, including DTH, i@l Satellite Group which was at the time Canadiantrolled but has since beca
controlled by a foreign entity, SES S.A. the wosldlecond largest FSS satellite operator and aQamadian. In addition, in 2009, Indus
Canada authorized FreeHD Canada to use a folbwigad satellite for the provision for DTH serviaes an interim basis. Industry Can
subsequently awarded FreeHD a license to use 124m@Hz spectrum at the 95.5°W orbital positioroperate an interim satellite. Indus
Canada also provided approval in principle to 952@&hadian Satellite Communications Inc. to develog aperate a 17 GHz broadcas
service satellite at 95°W.

Telesat’s business is also subject to competitiom fground based forms of communications technolBgy many point-tgoint and othe
services, the offerings provided by terrestrial pamies can be more competitive than the servideseaf via satellite. A number of compar
are increasing their ability to transmit signalsenasting terrestrial infrastructures, such astfibptic cable, DSL (digital subscriber line) i
terrestrial wireless transmitters often with furgliand other incentives provided by government. @hgity of any of these companies
significantly increase their capacity and/or thacte of their network likely would result in a degse in the demand for Telesagervice:
Increasing availability of capacity from other famf communications technology can create an exagysly of telecommunications capac
decreasing the prices Telesat would be able togehfor its services under new service contractsthateby negatively affecting Telesat’
profitability. New technology could render satelfiiased services less competitive by satisfying ameswdemand in other ways. Telesat
competes for local regulatory approval in placegmimore than one provider may want to operatenatidother satellite operators for sce
frequency assignments and a limited supply of atliications. Telesat'failure to compete effectively could result itbas of revenues ant
decline in profitability, a decrease in the valdét® business and a downgrade of its credit ratmgich would restrict its access to the ca
markets.

Fluctuations in available satellite capacity couldadversely affect Telesat’s results.

The availability of satellite capacity has fluctedtover time, characterized by periods of undersuppcapacity, followed by periods
substantial new satellite construction which istum, followed by an oversupply of available capaclo the extent Telesat were to experie
another period of oversupply of capacity as a tesfuhew satellite construction or otherwise, ityree forced to decrease the prices it che
for services which would adversely affect its résul

Reductions in government spending could reduce demd for Telesat’s services.
Governments, in particular the U.S. governmentcipase a substantial amount of satellite serviaa® ftommercial satellite operatc
including Telesat. To the extent these governmettace spending on satellite services, as a rektlie need to reduce overall spending dt

periods of fiscal restraint, to reduce budget dsfior otherwise, demand for Telesaservices could decrease which could adversegc
Telesat’s revenue, the prices it is able to chéwgservices and its results.
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Changes in technology, video distribution methodsral demand could have a material adverse effect onelesats results of operations
business prospects and financial condition.

The implementation of new technologies or the improent of existing technologies may reduce thesprander capacity needed
transmit a given amount of information thereby i@dg the total demand for capacity. For examplg@rowements in signal compression ct
allow Telesat's customers to transmit the same amofl data using a reduced amount of capacity. f@duction of Kaband, higl
throughput satellites, such as ViaSat-1, which @k to transmit substantially more content pendpamnder than pre-existing Keanc
satellites, may decrease demand and/or pricesréoexisting Ka-band capacity as well as C-band lkndand capacity. While Telesat ov
the Canadian Payload on ViaSat-1, if other opesatatroduce more K&and, high throughput satellites into the markatsvhich Teles:
participates, it could have a material adversecefia Telesat's results of operations, businesspgaets and financial condition.

Telesat's business may be negatively impacted bygtiowth of “over-the-top” QTT) video distribution (e.g., Netflix). This typef
distribution involves delivery of broadcasting sees through an internet service provider thatasinvolved in the control or distribution
the content itself. The growth of OTT distributiomay have a negative impact on the demand for théces of some of Telesat'large
customers in the video distribution business andccresult in lessened demand for Telesat’'s stealipacity.

Developments that Telesat expects to support tbethrin demand for satellite services, such asicoatl growth in corporate data ¢

internet traffic, the continued proliferation of HY and continued economic growth in Latin Americaynfail to materialize or may not oci
in the manner or to the extent Telesat anticipates.
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Telesat derives a substantial amount of its revensdrom only a few of itscustomers. A loss of, or default by, one or more dhese majo
customers, or a material adverse change in any sudustomer’s business or financial condition, couldhaterially reduce Telesats future
revenues and contracted backlog.

For the year ended December 31, 2012, Telesap five customers together accounted for apprately 53% of its revenues. At Decen
31, 2012, Telesat's top five backlog customers ttogreaccounted for approximately 87% of its backldgny of Telesas major custome
chose to not renew its contract or contracts aettpration of the existing terms or sought to rt&ge concessions, particularly on price,
could have a material adverse effect on Telesasslts of operations, business prospects and fimlacendition. Telesas customers cou
experience a downturn in their business or finantbelves in financial difficulties, which could rédisin their ceasing or reducing their use
Telesat's services (or becoming unable to pay dovises they had contracted to buy). In additieme of Telesat's customerigidustries ar
undergoing significant consolidation, and Telesatistomers may be acquired by each other or otbewpanies, including by Telesat’
competitors. Such acquisitions could adverselycaffelesat’s ability to sell services to such costes and to any engsers whom they sen
Some customers have in the past defaulted, andatsleustomers may in the future default, on theiigalions to Telesat due to bankrup
lack of liquidity, operational failure or other E=ms. Such defaults could adversely affect Telesatenue, operating margins and cash fl
If Telesat’s contracted revenue backlog is reduteel to the financial difficulties of its customefi®lesats revenue, operating margins
cash flows would be further negatively impacted.

Telesat operates in a highly regulated industry angovernment regulations may adversely affect its ality to sell its services, or increas
the expense of such services or otherwise limit Belat’s ability to operate or grow its business.

As an operator of a global satellite system, Telissgegulated by government authorities in Can#fuaUnited States and other countrie
which it operates.

In Canada, Telesat operations are subject to regulation and licen&iy Industry Canada pursuant to the RadiocommtiaitaAct
(Canada) and by the Canadian Radio-Television aecdmmunications Commission (“CRTC”ynder the Telecommunications
(Canada). Industry Canada has the authority t®iisanses, establish standards, assign Canadiialdocations, and plan the allocation
use of the radio frequency spectrum, including rdmio frequencies upon which Telesasatellites and earth stations depend. The Mn
responsible for Industry Canada has broad diserétiexercising this authority to issue licensés,ahd amend conditions of licenses, an
suspend or even revoke them. The CRTC has authovity the allocation (and reallocation) of satell@apacity to particular broadcas
undertakings. Some of Telesat's service agreemmmtsubject to CRTC approval. Telesat is requicegay different forms of Universa
service” charges in Canada and have certain research aetbgment obligations that do not apply to otheellitse¢ operators with which
competes. These rates and obligations could chatreyey time.

In the United States, the Federal Communication®i@ission (“FCC”) regulates the provision of satellite services ttom, or within thi
United States. Certain of Telesasatellites are owned and operated through a WSidary and are regulated by the FCC. In additio
facilitate the provision of FSS satellite servite<C-, Ku- and Kaband frequencies in the United States market, darécensed operators ¢
apply to have their satellites placed on the FCR2smitted Space Station List. Telesafnik FI, Anik FIR, Anik F2, Anik F3 and Telst
14R/Estrela do Sul 2 satellites are currently da list. The export from the United States of daés and technical information relatec
satellites, earth station equipment and provisibsesvices to certain countries are subject toeSkxpartment, Commerce Department
Treasury Department regulations, in particularltiternational Traffic in Arms Regulations (“ITARWhich currently includes satellites on
list of items requiring export permits. These ITARvisions have constrained Telesadtccess to technical information and have hadjative
impact on its international consulting revenuesatidition, Telesat and its satellite manufactureey not be able to obtain and main
necessary export authorizations which could adiyeeféect its ability to procure new United Statesnufactured satellites; control its exis
satellites; acquire launch services; obtain insteaand pursue its rights under insurance polidespnduct its satelliteelated operations a
consulting activities.
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Telesat also operates satellites through licensmsted by, and are subject to regulations in, geesbther than Canada and the Ur
States. For example, the Brazilian national telaoamications agency, ANATEL, has authorized Telesagugh its subsidiary, Telesat Br:
Capacidade de Satélites Ltda. (“TBCS"), to operatlstar 14R/Estrela do Sul 2, a Kand FSS satellite at 63° WL pursuant to a Conce
Agreement. Telstar 18 operates at the 138° EL arlmtation under an agreement with APT, which b@sn granted the right to use the
EL orbital location by The Kingdom of Tonga. Althgiu Telesat agreement with APT provides it with renewal rightith respect to
replacement satellite at this orbital location,eBalt is relying on third parties to secure thos&alrlocation rights and there can be no assui
that they will be granted at all or on a timelyisaShould Telesat be unsuccessful in obtainingweah rights for the orbital location, becaus
the control over the orbital location exercisedTmnga or for other reasons, or Telesat otherwidddanter into agreements with APT w
respect to such replacement satellite, all reveobégined from Telstar 18 would cease and could leawmaterial adverse effect on Telesat
results of operations, business prospects anddialacondition.

In addition to regulatory requirements governing thse of orbital locations, most countries regutedasmission of signals to and fr
their territory, and Telesat is required to obtaird maintain authorizations to carry on busineghércountries in which Telesat operates.

If Telesat fails to obtain or maintain particulati@orizations on acceptable terms, such failurddcdalay or prevent Telesat from offer
some or all of its services and adversely affectésults of operations, business prospects aaddial condition. In particular, Telesat may
be able to obtain all of the required regulatoryhatizations for the construction, launch and ofienaof any of its future satellites, for 1
orbital locations and spectrum for these satellited for its ground infrastructure, on acceptablentor at all. Even if Telesat were able
obtain the necessary authorizations and orbitations, the licenses Telesat obtains may imposafisignt operational restrictions, or |
protect Telesat from interference that could affeetuse of its satellites. Countries or their taguy authorities may adopt new laws, poli
or regulations, or change their interpretation xit#ng laws, policies or regulations, that coultlise Telesat’ existing authorizations to
changed or cancelled, require Telesat to incurtimaail costs, impose or change existing pricingothierwise adversely affect its operation
revenues. As a result, any currently held regwatarthorizations are subject to rescission andwahand may not remain sufficient
additional authorizations may be necessary thatSBtlmay not be able to obtain on a timely basignoterms that are not unduly costly
burdensome. Further, because the regulatory scheamgsby country, Telesat may be subject to regutat in foreign countries of whi
Telesat is not presently aware that it is not imptiance with, and as a result could be subjestttctions by a foreign government.

Telesat’s operations may be limited or precluded by ITU rués or processes, and Telesat is required to coordie its operations witt
those of other satellite operators.

The International Telecommunication Union (“ITU"§ specialized United Nations agency, regulatesglobal allocation of rad
frequency spectrum and the registration of radégdiency assignments and any associated orbitaidoda the geostationary satellite or
Telesat participates in the activities of the IT@hnly national administrations, however, have fuilngling as ITU members. Conseque!
Telesat must rely on the relevant government aditnations to represent its interests.

The ITU establishes the Radio Regulations, annatéwnal treaty which contains the rules concerrfitaguency allocations and the prio
to, coordination of, and use of, radio frequencsigtaments. The ITU Radio Regulations define thecatllion of radio frequencies to spec
uses. The ITU Radio Regulations are periodicallyiewed and revised at World Radiocommunication @marices (“WRC”),which take
place typically every three to four years. As autesTelesat cannot guarantee that the ITU will deange its allocation decisions and rule
the future in a way that could limit or precludd@sat’'s use of some or all of its existing or fetorbital locations or spectrum.
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The ITU Radio Regulations also establish operairagedures for satellite networks and prescribailget coordination, notification a
recording procedures. With respect to the frequenosed by commercial geostationary satellites|TtbeRadio Regulations set forth a proc
for protecting earlier-registered satellite systdnosn interference from lateegistered satellite systems. In order to complihlese rule
Telesat must coordinate the operation of its sts]lincluding any replacement satellite that peformance characteristics that are diffe
from those of the satellite it replaces, with otlatellites. This process requires potentially teygand costly negotiations with parties v
operate or intend to operate satellites that catfflect or be affected by Telesat's satellites. &mmple, as part of Telesattoordination effo
on Telstar 12, Telesat agreed to provide four 54zNiidnsponders on Telstar 12 to Eutelsat S.A. €Eat”) for the life of the satellite and t
retained risk of loss with respect to those transigos. Telesat also granted Eutelsat the rightctuiee, at cost, four transponders on
replacement satellite for Telstar 12. Telesat basdd back from Eutelsat three of the four trandg@@nto provide service to its customer:
addition, the Russian Satellite Communications Camyp(“RSCC”")has announced that it has commenced constructiansatellite which
intends to launch and operate at 14° WL, adjaaethd location of Telesat's Telstar 12 at 15° WISGT’s ITU rights over certain frequenc
at 14° WL have priority over Telesatuse of these same frequencies on Telstar 12satéias had discussions with RSCC to resolve ghis
but, to date, those discussions have not been ssfateFailure to reach an appropriate arrangem@htRSCC may result in restrictions on
use and operation of Telstar 12 which could matgrizstrict Telesas ability to earn revenue from Telstar 12. In dddit Telstar 12 i
approaching the end of its commercial service difel Telesat will soon need to commence construaifoits replacement. The contint
uncertainty over Telesat’s ability to reach an agrent with RSCC, or the failure to reach an agregnould prejudice Telesat'ability tc
replace Telstar 12 on a timely basis, materiallstriet Telesas ability to earn revenue from any replacementligateor may make
replacement satellite not economically viable.

In certain countries, a failure to resolve coortioraissues is used by regulators as a justificatmlimit or condition market access
foreign satellite operators. In addition, while 1i&) Radio Regulations require laterdime systems to coordinate their operations witle3Ja
Telesat cannot guarantee that other operatorscailiuct their operations so as to avoid transngitéiny signals that would cause harr
interference to the signals that Telesat, or ita@mers, transmit. This interference could reqliekesat to take steps, or pay or refund amc
to its customers, that could have a material agveffect on Telesat results of operations, business prospects aadhdial condition. Th
ITU's Radio Regulations do not contain mandatory déspesolution or enforcement regulations and neither ITU specifically, nc
international law generally, provides clear remedfehe ITU coordination process fails. Failurecmordinate Telesat's satellitefsequencie
successfully or to obtain or maintain other reqiiiregulatory approvals could have an adverse effedielesas business operations, prosp
and financial condition, as well as on the valugobusiness.

If Telesat does not occupy unused orbital locationsy specified deadlines, or does not maintain saliés in orbital locations it currently
uses, those orbital locations may become availalfler other satellite operators to use.

Telesat’s inerbit satellites do not currently occupy all of thebital locations for which it has obtained redats authorizations. In sor
cases, the Telesat satellite that occupies anabtbdation is not designed to use all of the feamties for which Telesat has been authorized.
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In accordance with the ITU Radio Regulations, gowents have rights to use certain orbital locatiang frequencies. Certain of th
governments have in turn authorized Telesat toseseral orbital locations and radio frequenciesdidition to those used by its curt
satellites. Under the ITU Radio Regulations, Tdl@sast bring into use (“BlU"these orbital locations and frequencies withinxadiperiod ¢
time, or the governments in question would losér thgority rights and the orbital location, anafuencies likely would become available
use by another satellite operator. Prior to the WRB:h took place in February 2012, the ITU RadagRlations did not expressly address
manner of use or duration of use required to Bllbdnital location. At the 2012 WRC the ITU Radiodréations were amended to expre
require, among other things, a minimum duratiornt thasuitable satellite must be deployed and maiathiat an orbital location to B
frequency assignments at that location. In viewheke requirements, it may be more difficult andfstly to preserve unused orbital locat
and frequencies and Telesat may not be able tamdtnsaddition, the governments that have authdrikelesat to use these orbital locat
have generally conditioned such use on Telesatingeeértain milestones, including making use of dhleital location by a specified time.
Telesat is unable to place satellites into curyentlused orbital locations by specified deadlined @ a manner that satisfies the ITU R
Regulations, national regulatory requirementsf dreiesat is unable to maintain satellites at tHstal locations that it currently uses, Tele
may lose its rights to use these orbital locatiand the locations could become available for oia¢ellite operators to use. The loss of or
more of Telesat's orbital locations could negatiaffect its plans and its ability to implementlitssiness strategy.

Telesat’s business is capital intensive, and Telesat maytrize able to raise adequate capital to finance itsusiness strategies, or Teles
may be able to do so only on terms that significalyt restrict its ability to operate its business.

Implementation of Telesa’business strategy requires a substantial ouflagpital. As Telesat pursues its business strasegnd seeks
respond to developments in its business and oppitietsi and trends in its industry, its actual calpéxpenditures may differ from its expec
capital expenditures. There can be no assurantd #hesat will be able to satisfy its capital regaonents in the future. In addition, if one
Telesats satellites failed unexpectedly, there can bessorance of insurance recovery or the timing tHfeard Telesat may need to exhau:
significantly draw upon its revolving credit fatylior obtain additional financing to replace théefie. If Telesat determines that it need
obtain additional funds through external financemgd is unable to do so, Telesat may be preventad fully implementing its busine
strategy.

The availability and cost to Telesat of externalaficing depends on a number of factors, includisgcredit rating and financ
performance and general market conditions. Telesalility to obtain financing generally may be irghced by the supply and dem
characteristics of the telecommunications sectageneral and of the FSS sector in particular. Desliin Telesas’ expected future reveni
under contracts with customers and challengingnassi conditions faced by its customers are amangttier factors that may adversely ai
Telesat’s credit and access to the capital markiteer factors that could impact Telesattedit rating include the amount of debt in iisren
or future capital structure, activities associatéith strategic initiatives, the health of its sétes, the success or failure of its planned la@s
its expected future cash flows and the capital Bdjteres required to execute its business strat€gg.overall impact on Telesatfinancia
condition of any transaction that it pursues mayégative or may be negatively perceived by tharfaial markets and rating agencies and
result in adverse rating agency actions with resfgeits credit rating and access to the capitalkets. Longterm disruptions in the capital
credit markets as a result of uncertainty or raoasshanging or increased regulation or failuréssignificant financial institutions cou
adversely affect Telesat's access to capital. Alitmating downgrade or deterioration in Telesdihancial performance or general ma
conditions could limit its ability to obtain finaimg or could result in any such financing being ilde only at greater cost or on m
restrictive terms than might otherwise be availald, in either case, could result in Telesat diefgior reducing capital expenditures incluc
on new or replacement satellites. In certain cirsiamces, Telesat is required to obtain the approf/@ls shareholders to incur additio
indebtedness. There can be no assurances thaaffwidseceive such approval, if required.
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Market conditions may make it difficult for Telesat to extend the maturity of or refinance its existirg indebtedness, and any failure to c
so could have a material adverse effect on its bugiss.

As of December 31, 2012, Telesat had outstandingoB&ecured Credit Facilities consisting of: a CADO million Term Loan
maturing in March 2017; a CAD 174 million Term LoBrmaturing in March 2019; and a $1.716 billion fidroan B maturing in March 201
Together with Telesat’ CAD 140 million Revolving Credit Facility, the UBerm Loan B is subject to a springing maturity ethivill occur ol
February 13, 2017 if TelesatSenior Notes are not refinanced. Telesat wildrteerefinance all or a portion of this indebtednesa or befor
maturity. Disruptions in the financial markets damito those that occurred in 2008 could make itevdifficult to renew or extend the facilit
at current commitment levels, on similar terms toala A reduced commitment from the lenders, imased borrowing costs or modificatior
the financial covenant would result in an increasé&elesats financing costs and/or a decrease in its liguidithich could adversely affe
Telesats growth, its financial condition, its results gfevations and its ability to make debt paymentduiing repayments on the Notes w
they become due.

Telesat may experience a failure of ground operatits infrastructure or interference with its satellite signals that impairs the
commercial performance of, or the services delivetkover, its satellites or the satellites of otherperators for whom it provides grounc
services, which could result in a material loss akvenues.

Telesat operates an extensive ground infrastruatgieding a satellite control center in Ottawa, ritain earth station and back up satt
control facility at Allan Park, nine earth statiahsoughout Canada, one teleport located in theddristates and one in Brazil and its telem
tracking and control (“TT&C") facility in Perth, Aatralia. These ground facilities are used for ailitg Telesats satellites and for tl
provision of end-to-end services to Telesat's austs.

Telesat may experience a partial or total lossr& or more of these facilities due to natural devas(tornado, flood, hurricane or ot
such acts of God), fire, acts of war or terrorisnother catastrophic events. A failure at any @fsthfacilities would cause a significant los
service for Telesat customers. Additionally, Telesay experience a failure in the necessary equipratthe satellite control center, at
backup facility, or in the communication links betwettese facilities and remote earth station facdliti& failure or operator error affecti
tracking, telemetry and control operations migladi¢o a breaklown in the ability to communicate with one or maeaellites or cause t
transmission of incorrect instructions to the atféelc satellite(s), which could lead to a temporarypermanent degradation in sate
performance or to the loss of one or more satsllitgtentional or noimtentional electromagnetic or radio frequencyrifgesnce could result
a failure of Telesat’s ability to deliver satelliservices to its customers. A failure at any ofefats facilities or in the communications lir
between its facilities or interference with itsedbitte signal could cause its revenues and bactdatgcline materially and could adversely ai
its ability to market its services and generaterirevenues and profit.

Telesat purchases equipment from third party sapphnd depends on those suppliers to deliver,taiaiand support these products tc
contracted specifications in order for Telesat teetnits service commitments to its customers. Btlesay experience difficulty if the
suppliers do not meet their obligations to deliwrd support this equipment. Telesat may also expeei difficulty or failure whe
implementing, operating and maintaining this equepitor when providing services using this equipme&hts difficulty or failure may lead
delays in implementing services, service interuior degradations in service, which could causeshts revenues and backlog to dec
materially and could adversely affect Telesat'dightio market its services and generate futureenexes and profit.
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Telesat’s dependence on outside contractors could result aelays related to the design, manufacture and lawh of its new satellites
which could in turn adversely affect Telesat’'s opeating results and prospects.

Any delays in the design, construction or launchTefesats satellites could have a material adverse effectt® business, financ
condition and results of operations. There aremétdd number of manufacturers that are able togaeand build satellites according to
technical specifications and standards of quali#jye3at requires, including EADS Astrium, Thales MdeSpace, Boeing, Lockheed Mar
Orbital and SS/L. There are also a limited numbkrsuppliers able to launch such satellites, inelgdinternational Launch Servic
Arianespace, Lockheed Martin and Sea Launch. Shamldof Telesat's supplierdiusinesses fail, it would reduce competition andld
increase the cost of satellites and launch servisggerse events with respect to any of Telssatanufacturers or launch suppliers could
result in the delay of the design, constructiodanmnch of its satellites. General economic condgioay also affect the ability of Telesat’
manufacturers and launch suppliers to provide sesvon commercially reasonable terms or to futidlir obligations in terms of manufactur
schedules, launch dates, pricing or other item&nBwhere alternate suppliers for such servicesamadlable, Telesat may have diffict
identifying them in a timely manner, it may incugrsficant additional expense in changing suppliensd this could result in difficulties
delays in the design, construction or launch ofétellites.

A natural disaster could diminish Telesat's abilityto provide communications service.

Natural disasters could damage or destroy Tekegatiund stations resulting in a disruption of gE@r\o its customers. Telesat has in p
certain operational procedures designed to pratecantennas and ground stations during naturastbss such as a hurricane, but t
procedures may not be sufficient and the collateffelcts of such disasters such as flooding mayintpe functioning of its ground equipm
and its ability to control its satellites. If a twé natural disaster impairs or destroys any oéJagk ground facilities, Telesat may be unabl
provide service to its customers in the affecteshdor a period of time.

Telesat’s future reported net income could be adveely affected by impairments of the value of certaiintangible assets.

The assets on Telesattonsolidated balance sheet as of December 32, i80lLide goodwill valued at approximately CAD Z74dhillion
and other intangible assets valued at approxima@#p 859 million. Goodwill and other intangible a$s (such as orbital locations) w
indefinite useful lives were recorded as a restitthe acquisition of Telesat and an assessmertiedf valuation is undertaken on an ani
basis, or whenever events or changes in circumssaimclicate that the carrying amount is likely x@e=d their recoverable amount. Tel
measures for impairment using a projected discaun#ssh flow method and confirms the assessmeng udimer valuation methods. If 1
assets carrying value is more than its recoverable arhahe difference is recorded as a reduction indim®unt of the asset on the bale
sheet and an impairment charge in the statemesirmings. Testing for impairment requires significaubjective judgments by managem
Any changes in the estimates used could have aialdatepact on the calculation of the recoverabteant and result in an impairment cha
Telesat cannot predict whether an event that triggepairment will occur, when it will occur or howwwill affect the reported asset values
Telesats goodwill or other intangible assets are deemdzbtinpaired in whole or in part, it could be raqdito reduce or write off such ass
which could have a material adverse effect oniii@rfcial condition.

The content of third-party transmissions over Teleat's satellites may affect Telesat since Telesat could subject to sanctions k
various governmental entities for the transmissiorof certain content.

Telesat provides satellite capacity for transmissiby third parties. Telesat does not decide wbhatent is transmitted over its satelli
although its contracts generally provide it witghts to prohibit certain types of content or tosgetransmission or permit Telesat to requir
customers to cease their transmissions under gesbaiumstances. A governmental body or other yemiiay object to some of the cont
carried over Telesat’s satellites, such as “adettiices”video channels or content deemed political in reatlgsues arising from the conten
transmissions by these third parties over Telessstellites could affect its future revenues, apens or relationship with certain governm
or customers.

33




Table of Content

Telesat’s failure to maintain or obtain authorizations unde and comply with the U.S. export control and tradesanctions laws an
regulations could have a material adverse effect aits results of operations, business prospects afidancial condition.

The export of satellites and technical data relatedatellites, earth station equipment and prowisif services are subject to U.S. ex
control and economic sanctions laws, implemented18; State Department, Commerce Department anaksling Department regulations
Telesat does not maintain its existing authorizegior obtain necessary future authorizations utftelexport control laws and regulation:
the United States, it may be unable to export teehmlata or equipment to non-U.S. persons and eoilp, including to Telesat’s own non.
U.S. employees, as required to fulfill existing wants. If Telesat does not maintain its existingharizations or obtain necessary fu
authorizations under and comply with the trade sans laws and regulations of the United Statesnaty not be able to provide sate
capacity and related administrative services tdagerof its customers. Violations of these laws a&edulations can also result in civil ¢
criminal sanctions or penalties. Telesadbility to acquire new satellites, launch nevellitds or operate its satellites could also beatiggly
affected if its suppliers do not obtain require@&Uexport authorizations.

Telesat is subject to risks associated with doingusiness internationally.

Telesats operations internationally are subject to risieg ire inherent in conducting business globakye3at is subject to compliance v
the United States Foreign Corrupt Practices AcCPR”) and other similar anterruption laws, which generally prohibit companésl thei
intermediaries from making improper payments tceiign government officials for the purpose of obtainor retaining business. Wh
Telesats employees are required to comply with these Ia@kgsat cannot be sure that its internal poliaied procedures will always protec
from violations of these laws, despite Telesat'mgotment to legal compliance and corporate ethiislations of these laws may resull
severe criminal and civil sanctions as well as ofienalties, and the SEC and U.S. Department dicdubave increased their enforcen
activities with respect to the FCPA. The occurreacallegation of these types of risks may advgrafflect Telesas business, performan
financial condition and results of operations.

[1l. Litigation and Disputes

We and SS/L are involved in a patent infringement ad breach of contract lawsuit with ViaSat, which, f adversely decided, could have
material adverse effect on our business, financialondition and results of operations.

We and SS/L are involved in a patent infringemert Breach of contract lawsuit with ViaSat, detaflsvhich can be found in Note 17
the Loral consolidated financial statements. Unither terms of the Purchase Agreement relating tosale of SS/L, we are obligated
indemnify SS/L for all Covered Litigation Costs afvered Litigation Damages (as such terms areneefin the Purchase Agreeme
subject to certain capped cost-sharing by SS/Lr&’han be no assurance that our or SSdefenses and counterclaims will be successfi
respect to all or some of ViaSattlaims or that SS/L will prevail with respectit® assertion that ViaSat has infringed SS/L patefstdecisio
against us or against SS/L in this lawsuit couldeha material adverse effect on our business, éiahnondition and results of operations.

IV. Other Risks
Third parties have significant rights with respectto our affiliates.

Third parties have significant rights with respextand we do not have control over managementwfaffiliates. For example, while
own 62.8% of the participating shares of Telesat,omn only 334 % of the voting power. Also, Hisdesat enjoys suttsahapproval rights |
regard to XTAR, our Xband joint venture. The rights of these third gertind fiduciary duties under applicable law caoakiilt in others actir
or failing to act in ways that are not in our biesérest. For example, it is likely that any stgatetransaction involving Telesat or XTAR that
wish to pursue will require the cooperation of goint venture partners, and our partners may nateslour objectives or wish to pursu
transaction in which we are interested or any @atien at all.
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The loss of executive officers and our inability toetain other key personnel could materially adversly affect our operations or ability tc
pursue strategic alternatives.

Loral and Telesat rely on a number of key employe@eduding members of management and certain aghgrloyees possessing uni
experience in technical and commercial aspectsegatellite services business. If Loral or Telesatunable to retain these employees, it ¢
be difficult to replace them. In addition, the mess of Telesat, with its constant technologicaletigpments, must continue to attract hig
qualified and technically skilled employees. In fhture, the inability to retain or replace theseptoyees, or the inability to attract new hic
qualified employees, could have a material adveffert on the results of operations, business mspand financial condition of Loral
Telesat.

Also, we have retained Michael B. Targoff, our femcthief executive officer and president, as a cahast, in particular to provic
assistance and guidance in the oversight of sicategtters relating to Telesat and XTAR and theSatalawsuit. The consulting agreen
may be terminated by either the Company or Mr. dirgt any time for any reason or for no reasortendays prior notice. There can be
assurance that Mr. Targoff will not terminate tlggement, and, were he to do so, the ability ofGbenpany to pursue strategic alternat
with regard to Telesat and XTAR and the outcomthefViaSat lawsuit could be adversely affected.

Interruption or failure of, or cyber-attacks on, Telesat's or our information technology and communicationssystems could hur
Telesat’s or our ability to operate our respectivebusinesses effectively, which could harm Telesat'or our business and operatin
results.

Telesat’s and our ability to operate our respedhiusinesses depends, in part, on the continuingatipe of Telesas and our informatic
technology and communications systems, which arategral part of Telesat’and our businesses. We and Telesat rely on farmiation an
communication systems, as well as software apjicatdeveloped internally and externally to, amatiger things, effectively manage
accounting and financial functions, including maining internal controls, operate Telesagatellites and satellites for third parties, jme
consulting services by Telesat to customers antbsiing customer proprietary and/or confidential emtand data. Although we and Teli
take steps to secure information and communicatgysems, including computer systems, intranet imbernet sites, email and otl
telecommunications and data networks, the secorégsures implemented have not always been effetiitle we and Telesat continue
bolster systems with additional security measuaes, working with external experts, mitigate thekrof security breaches, systems ma
vulnerable to theft, loss, damage and interrupfrom a number of potential sources and eventsudicfy unauthorized access or seci
breaches, inclement weather, natural or man-maskestirs, earthquakes, explosions, terrorist attdldads, fires, cybesattacks, comput
viruses, power loss, telecommunications or equigrfehures, transportation interruptions, accideotsother disruptive events or attempt
harm our or Telesat's systems. In addition, Telesatd our facilities are also potentially vulndeato breakins, sabotage and intentional
of vandalism. Moreover, some of these systems atdully redundant, and disaster recovery planniagnot account for all eventualiti
Telesats and our business and operations could be adyeaffected if, as a result of a significant cybeemt or otherwise, operations
disrupted or shut down, confidential or proprietarfprmation is stolen or disclosed, costs are liredior fines are required in connection \
confidential or exportontrolled information that is disclosed, signifitaesources are dedicated to system repairsioctease cyber secur
protection or we or Telesat otherwise incur siguaifit litigation or other costs as a result of anghsevent. While Telesat'or our insuranc
coverage could offset losses relating to some e$dhtypes of events, to the extent any such lassesot covered by insurance, a sel
disruption to systems could significantly limit €eht or our ability to manage and operate our kssiefficiently, which in turn could hav
material adverse effect on our business, resultgpefations and financial condition.
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MHR may be viewed as our controlling stockholder ad may have conflicts of interest with us in the fuire.

As of December 31, 2012, various funds affiliatethwMHR and Dr. Rachesky held approximately 38.3%ah® outstanding votir
common stock of Loral as well as all issued angtamiding shares of Loral nawting common stock, which, when taken togethgureser
approximately 57.4% of the outstanding common gquiitLoral as of December 31, 2012. As of Februky 2013, a representative of M
occupies one of the seven seats on our board eftdis. One seat on our board is occupied by adiomanaging principal of MHR, and ¢
seat, previously occupied by a former managinggiad of MHR, is currently vacant. In addition, ookour other directors was selected by
creditors’ committee in our predecessochapter 11 cases, in which MHR served as themhai Conflicts of interests may arise in the fe
between us and MHR. For example, MHR and its aféilil funds are in the business of making investsn@ntompanies and may acquire
hold interests in businesses that compete directigdirectly with us. Under our agreement with PSlbject to certain exceptions, in the e
that either (i) ownership or control, directly adirectly, by Dr. Mark H. Rachesky, President of RHbf our voting stock falls below cert
levels or (ii) there is a change in the compositidra majority of the members of the Loral boarddafctors over a consecutive tweal
period, we will lose our veto rights relating tategn actions by Telesat. In addition, after eitbéthese events, PSP will have certain righ
enable it to exit from its investment in Telesatluding a right to cause Telesat to conduct atainpublic offering in which PSR’ share
would be the first shares offered or, if no sudeifig has occurred within one year due to a ldakooperation from Loral or Telesat, to ca
the sale of Telesat and to drag along the otheekb#ders in such sale, subject to our right tbR8P’s shares at fair market value.
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There is a thin trading market for our voting commaon stock.

Trading activity in our voting common stock, whiéh listed on the NASDAQ National Market, has geftigrheen light, averagir
approximately 99,500 shares per day for the yede@mecember 31, 2012. Moreover, over 50% of otingcwommon stock is effectively he
by MHR and several other stockholders. If any of significant stockholders should sell some oraédltheir holdings, it will likely have ¢
adverse effect on our share price. Although thedduaffiliated with MHR have restrictions on thebildy to sell our shares under U
securities laws, we have filed a shelf registrastatement in respect of the voting common stoak regnvoting common stock they hold
Loral that effectively eliminates such restrictio®aich funds also have other demand and piggylegiktration rights in respect of their Lc
voting common stock and nomting common stock that would also, if exerciseffiectively eliminate such restrictions. In additjeur boar
of directors has authorized a stock repurchasergnogursuant to which the Company is authorizeguahase up to 800,000 shares of
voting common stock. To the extent the Company deesirchase shares (through 2012, we purchasedb4hares of voting comm
stock), the number of shares available for tradtintpe market will be reduced thereby increasingier the illiquidity of our stock.

The market for our voting common stock could be adersely affected by future issuance ofignificant amounts of our voting commoi
stock.

As of December 31, 2012, 21,262,340 shares of otingg common stock and 9,505,673 shares of ourvming common stock we
outstanding. On that date, there were also outstgriz¥,681 nonrested restricted stock units and 231,532 veststticted stock units. The
restricted stock units, which may be settled eitinecash or Loral voting common stock at the Conypsroption, vest over the next f
months. As of December 31, 2012, 1,296,405 shdresrosoting common stock were available for futgrants under our stock incentive p
The number of shares available for grant would dsiced if outstanding SS/L phantom stock appreciatights are settled in Loral voti
common stock. Moreover, we may further amend oocksincentive plan in the future to provide for @ubohal increases in the numbetr
shares available for grant thereunder.

Sales of significant amounts of our voting commtmtis to the public, or the perception that thodessaould happen, could adversely al
the market for, and the trading price of, our vgtacommon stock.

A public offering of stock in Telesat could adverdsg affect the market for, and price of, our commonstock and the value of our interes
in Telesat.

Our shareholders agreement with PSP regarding atghesvides for either PSP or Loral to initiate grecess of conducting an initial put
offering of the equity shares of Telesat Holdcarifinitial public offering has not been completgddrxtober 31, 2011, the fourth anniversar
the Telesat transaction. In July 2012, PSP delid/éce Telesat Holdco and Loral a notice initiatindst process which PSP subseque
withdrew. In the event Telesat were to conduct blipwffering of its equity securities, it is untain whether the offering would be a prim
offering of shares by Telesat, a secondary offedhghares by either or both of the Telesat shdden® or a combination of both types
offerings. It is also uncertain what effect an dffg (and any corporate restructuring requiredanrection with such offering under the te
of the Telesat shareholders agreement) would haveogal's governance rights in Telesat. Changes in ours@elgovernance rights co
adversely affect the value of our interest in Taleend the price at which our common stock trattesiddition, a public market for Tele
equity would create a situation where there wowddwo separate public-market proxies for the valfidelesat —our stock and the Tele:
stock. Telesat stock would represent a directéstein Telesat, whereas the value of the commoresltd Loral would also include other as
and liabilities, many of which are difficult to wa. Having both Telesat stock and our stock traglinglicly could create confusion in 1
market and could adversely affect the liquidity /andrading values of either our or Telesat's comrstock.
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Changes in tax rates or policies or changes to oteix liabilities could affect operating results.

We are subject to U.S. federal, state and localnmetaxation on our worldwide income and foreigcetaon certain income from sour
outside the Unite®tates. Significant judgment is required to detagrand estimate our tax liabilities, and our futaneual and quarterly t
rates could be affected by numerous factors, imctudhanges in the applicable tax laws, compositibearnings in countries or states \
differing tax rates or our valuation and utilizatiof deferred tax assets and liabilities. In additiwve are subject to regular examination of
income tax returns by the Internal Revenue Serait@é other taxing authorities. Although we beliews tax estimates are reasonable
regularly evaluate the adequacy of our provisionifcome taxes, and there can be no assuranceatlyafinal determination by a taxi
authority will not result in additional tax liabyi which could have a material adverse effect anresults of operations.

The future use of tax attributes is limited.

As of December 31, 2012, we had federal net opgydtiss carryforwards, or NOLs, of approximatelyd@2million and state NOL
primarily California, of approximately $73 milliorthat are available to offset future taxable incofeee Notes 2 and 11 to the Lt
consolidated financial statements for a descriptibthe accounting treatment of such NOLS). As @marganization on November 21, 2
constituted an “ownership changefider Section 382 of the Internal Revenue Codeability to use these NOLs, as well as certain ioths
attributes existing at such effective date, is sabjo an annual limitation of approximately $3tnlion, subject to increase or decrease b
on certain factors. If Loral experiences an addaid‘ownership change” during any thrgear period after November 21, 2005, future u
these tax attributes may become further limited.ocdmership change may be triggered by sales origitiqns of Loral equity interests
excess of 50% by shareholders owning five percemhare of our total equity value, i.e., the totahnket value of our equity interests,
determined on any applicable testing date. We wbal@dversely affected by an additional “ownergitipnge”if, at the time of such chany
the total market value of our equity multiplied tye federal applicable longrm tax exempt rate, which at December 31, 2012 287 %, We
less than $32.6 million. As of December 31, 2012¢esthe total market value of our equity ($1.7idl) multiplied by the federal applical
long-term tax exempt rate was approximately $48anilan “ownership change” as of that date woulthve had an adverse effect.

We are subject to the Foreign Corrupt Practices Act

We are subject to the Foreign Corrupt Practices #éicthe FCPA, which generally prohibits U.S. comipa and their intermediaries fri
making corrupt payments to foreign officials foetphurpose of obtaining or keeping business or wiiserobtaining favorable treatment, .
requires companies to maintain adequate rekesping and internal accounting practices to ad¢elyraeflect the transactions of the compi
The FCPA applies to companies, individual directofficers, employees and agents. Under the FCRPA, tbmpanies may be held liable
actions taken by strategic or local partners oraggntatives. If we or our intermediaries fail timply with the requirements of the FCI
governmental authorities in the United States caelek to impose civil and/or criminal penaltiesjohhcould have a material adverse effec
our business, results of operations, financial @@rss and cash flows.
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Accounting standards periodically change and the ggication of our accounting policies and methods marequire management t
make estimates about matters that are uncertain.

The regulatory bodies that establish accountingdstads, including, among others, the Financial Aotimg Standards Board, or the FA
and the U.S. Securities and Exchange CommissiahedbEC, periodically revise or issue new finanac@ounting and reporting standards
govern the preparation of our consolidated findnstatements. The effect of such revised or newdsteds on our consolidated finan
statements can be difficult to predict and can nedtg affect how we record and report our reswafsoperations and financial condition.
addition, our management must exercise judgmeappropriately applying many of our accounting pelcand methods so they comply v
generally accepted accounting principles. In soases, the accounting policy or method chosen ntighieasonable under the circumsta
and yet might result in our reporting materiall§felient amounts than would have been reported ihae selected a different policy or mett
Accounting policies are critical to fairly presergiour results of operations and financial conditasxd may require management to n
difficult, subjective or complex judgments aboutttaes that are uncertain.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

Corporate

We lease approximately 15,000 square feet of sfwaiamur corporate offices in New York.
Satellite Services

Telesat leases an area in its headquarters builafirgpproximately 112,000 rentable square feetyansto a lease which commen
February 1, 2009 and provides for a 15 year teemm{nable by Telesat Canada at any time after 4@sya@pon two years notice).

The Allan Park earth station, located northeastanto, Ontario on 65 acres of land, houses apoust support center and a techr
control center. This facility is the single point contact for Telesa$’ international customers and is also the mairhestdtion comple
providing TT&C services for the satellites Telesperates. The Allan Park earth station also hotliséessats backup satellite control center
the Nimig and Anik satellites.

In addition to these facilities, Telesat leaseslifas for administrative and sales offices in iears locations throughout Canada and
United States as well as in Brazil, England, théhdands and Singapore.

Item 3. Legal Proceedings

We discuss certain legal proceedings pending ag#iasCompany in the notes to the Loral consoliddigancial statements and refer
to that discussion for important information comieg those legal proceedings, including the bawiséich actions and relief sought. See |
17 to the Loral consolidated financial statemeatstiis discussion.

Item 4. Mine Safety Disclosures

Not Applicable
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PART Il
Item 5. Market for Registrant’'s Common Equity, Related Skdwlder Matters and Issuer Purchases of Equity Seities
(a) Market Price and Dividend Information

Loral’'s amended and restated certificate of incorporgiiawides that the total authorized capital stotkhe Company is eighty millic
(80,000,000) shares consisting of two classesefienty million (70,000,000) shares of common st&k01 par value per share, divided
two series, of which 50,000,000 shares are votmgroon stock and 20,000,000 shares arevwdimg common stock and (i) ten milli
(10,000,000) shares of preferred stock, $0.01 pharevper share. Each share of voting common stodkeach share of noreting commo
stock are identical and are treated equally imealpects, except that the nesting common stock does not have voting rightepkas set for
in Article IV(a)(iv) of the amended and restatedtifieate of incorporation and as otherwise prodday law. Article IV(a)(iv) of Lorals
amended and restated certificate of incorporatimviges that Article IV(a) of the amended and restecertificate of incorporation, whi
provides for, among other things, the equal treatnoé the nonvoting common stock with the voting common stoclgynmot be amende
altered or repealed without the affirmative votehofders of a majority of the outstanding sharethefnonvoting common stock, voting a:
separate class. Except as otherwise provided imniended and restated certificate of incorporatiobylaws of Loral, each holder of Lo
voting common stock is entitled to one vote in exdmf each share of Loral voting common stock tedlcecord on all matters submitted 1
vote of stockholders.

Holders of shares of Loral common stock are eutitte share equally, share for share in dividendenvdind as declared by the Boar
Directors out of funds legally available for sudkidends. Upon a liquidation, dissolution or windiap of Loral, the assets of Loral availe
to stockholders will be distributed equally perrghto the holders of Loral common stock. The halderLoral common stock do not have
cumulative voting rights. Loral common stock haspmeemptive or conversion rights or other subsicniptights. There are no redemptior
sinking fund provisions applicable to Loral comnsiack. All outstanding shares of Loral common stak fully paid and non-assessable.

Our voting common stock trades on the NASDAQ Natldviarket under the ticker symbol “LORLThe table below sets forth the high
low sales prices of Loral voting common stock gmoreed on the NASDAQ National Market from JanuayQ11 through December 31, 2012.

High Low
Year ended December 31, 201
Quarter ended December 31, 2( $ 85.8¢ $ 51.9]
Quarter ended September 30, 2 76.71 66.6¢
Quarter ended June 30, 2C 81.7: 56.4¢
Quarter ended March 31, 20 82.4¢ 62.9¢
Year ended December 31, 2011
Quarter ended December 31, 2( $ 64.9t $ 47.1¢
Quarter ended September 30, 2 72.11 45.6¢
Quarter ended June 30, 2C 80.5¢ 62.41
Quarter ended March 31, 20 82.4¢ 71.2¢

There is no established trading market for the Camgfs non-voting common stock. All of the sharesmofvoting common stock we
issued pursuant to the exemption from the registratquirements of the Securities Act of 1933amended (the “Securities Actyovided b
Section 4(2) of the Securities Act.

See (d), below, for a description of dividends digdributions that affected our stock price durijL2.

(b) Approximate Number of Holders of Common Stock

At February 15, 2013, there were 249 holders obneof our voting common stock and five holdergedord of our norvoting commo

stock.
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(c) Issuer Purchases of Equity Securities

The following table provides information about shaepurchases made by Loral of its voting commonksthat are registered pursuar
Section 12 of the Exchange Act through the foumtlarter of 2012. Repurchases are made from timemne &t managemerst'discretion i
accordance with applicable federal securities IéMisshare repurchases of Loral’s voting commorcktbave been recorded as treasury share

Total number

of shares
purchased as Maximum number
publicly of shares that may
Total number announced yet be purchased
of shares Average price plans or under the plans or
purchase( paid per shar programs programs®)
November 1-30, 2011 4434¢ $ 60.07 44,34¢ 755,65«
December -31, 2011 92,14¢ 62.2¢ 92,14¢ 663,50t
June 28-29, 2012 18,00( 66.27 18,00( 645,501
Total 154,49: 154,49:

(1) On November 14, 2011, Loral's Board of Direstapproved a share purchase program that authdgzakto purchase up to 800,000
shares of its outstanding voting common st

(d) Dividends

On March 28, 2012, our Board of Directors declaaexpecial dividend of $13.60 per share for an aggesdividend of $417.6 million. T
dividend was paid on April 20, 2012 to holdersedard of Loral voting and nometing common stock as of April 10, 2012. In ac@orce witl
Loral’s stock incentive plan, an equitable adjusimeas made to outstanding stdzksed awards to reflect the special dividend. Assalt
options outstanding increased by 19,058 and réstristock units (“RSUs"hcreased by 6,875. Certain RSU holders, who aleicteeceive th
dividend at the $13.60 per share value, will reeeidditional payments totaling $2.5 million on tHeEU settlement dates.

On November 7, 2012, in connection with the recefthe proceeds from the Sale, our Board of Dinectieclared a special distributior
$29.00 per share for an aggregate distribution8@R2%L million. The special distribution was paid @acember 4, 2012 to holders of recor
Loral voting and non-voting common stock as of Naber 19, 2012. In accordance with Losastock incentive plan, an equitable adjusti
was made to outstanding stolcised awards to reflect the special distributiorrt@in RSU holders who elected to receive the sl
distribution at the $29.00 per share value wilkige additional payments totaling $5.3 million dreit RSU settlement dates.

Loral’s ability to pay additional dividends or distritaris on its common stock will depend upon its easiffinancial condition and capi
needs and other factors deemed pertinent by thedRddirectors.

(e) Securities Authorized for Issuance under EquitfCompensation Plans
See Note 13 to the Loral consolidated financialesteents for information regarding the Compangtock incentive plan. Compensa

information required by Item 11 will be presentadtie Company 2013 definitive proxy statement which is incoaded herein by referer
or by an amendment to this Annual Report on ForaK10
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(f) Comparison of Cumulative Total Returns

Set forth below is a graph comparing the cumulgti@gormance of our voting common stock with the NMQ Composite Index and 1
NASDAQ Telecommunications Index from December 3I)2to December 31, 2012. The graph assumes tBatw#as invested on Decem
31, 2007 in each of our voting common stock, theSRAQ Composite Index and the NASDAQ Telecommunasei Index and that
dividends were reinvested. The NASDAQ Telecommuitoa Index is a capitalization weighted index desd to measure the performanc
all NASDAQ-traded stocks in the telecommunicatieastor, including satellite technology companies.

Cumulative Total Return
Based on an investment of $100 on December 31, 2007
with all dividends reinvested
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Item 6. Selected Financial Dat

The following table sets forth our selected histakifinancial and operating data for each of the fiears in the period ended Decembe
2012.

The information set forth in the following tableashid be read in conjunction with “Managemenbiscussion and Analysis of Finan

Condition and Results of Operationaid our consolidated financial statements andeaglabtes thereto included elsewhere in this Ar
Report on Form 10-K.
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Statement of operations data

Income (loss) from continuing operations beforeitgga net

income (loss) of affiliate()(®

Equity in net income (loss) of affiliatd3)
Income (loss) from continuing operatiol
Income (loss) from discontinued operations, netr(®)

Preferred dividend

Net income (loss) attributable to common sharehs|

Income (loss) per share
Basic income (loss) per she
Continuing operation
Discontinued operations

Diluted income (loss) per sha
Continuing operation
Discontinued operations

Dividend and Distribution Data:
Cash dividends declar
Per shart
Cash distributions declart
Per shart

Balance sheet data
Cash and cash equivalel
Total asset
Non-current liabilities
Total liabilities
Loral shareholde’ equity

LORAL SPACE & COMMUNICATIONS INC.
(In thousands, except per share data)

Year Ended December 31,

2012 2011 2010 2009 2008
66,10 $ (53,72) $ 301,96: $ (26,49) (21,589
34,34( 106,32¢ 85,62t 210,29t (495,649
100,44 52,60¢ 387,58¢ 183,80t (517,239
320,64¢ 74,56¢ 99,75: 47,89¢ (175,679
- - - - (24,067
421,32. 126,67 486,84t 231,70: (716,98)
327 $ 1.7 $ 12.8¢  $ 6.1¢ (26.59)
10.4¢ 2.41 3.3( 1.61 (8.61)
13.7: $ 41 $ 16.1¢ $ 7.7¢ (35.19)
32 % 154 $ 12.4:  $ 6.17 (26.59)
10.3¢ 2.3¢ 3.21 1.6C (8.61)
1357 $ 392 $ 15.6: $ 7.7¢ (35.19)
417,60t $ — $ — $ — —
13.6( — — — —
892,14 — — — —
29.0( — — — —
December 31

2012 2011 2010 2009 2008
87,37C $ 197,11: $ 16580. $ 168,20 117,54t
378,99: 1,836,15: 1,754,90! 1,253,45: 995,86
121,01! 485,59t 414,01 380,14 436,83
192,53: 888,56 853,96( 821,46: 786,21(
186,46: 946,45 900,32( 431,99: 209,65

(1) During 2008, we recorded income of $58.3 milliotated to a gain on litigation recovery from Rainb®BS and a loss of $19.5 milli
related to the award of attorn’ fees and expenses to the plaintiffs for sharehditigation concluded during 200

(2 During 2012, we recorded an $86.7 million inconte hianefit after the statute of limitations for assment of additional tax expired w
regard to certain uncertain tax positions (“UTR®lnted to Old Loral and several of our federal atade income tax returns filed for 2(
and 2008 During the fourth quarter of 2010, we determineaised on all available evidence, that a full viaduaallowance was no long
required on our deferred tax assets and, there$825.3 million of the valuation allowance was nmesegl as an income tax benefit (see |

11 to the Loral consolidated financial statemer

(® Our principal affiliate is Telesat. Loral also hagestments in XTAR and joint ventures providingoB@dlstar service, which are accout

for under the equity metho

(4) We recorded a gain of $308.6 million, net of tax2D12 in connection with the sale of our whallyned subsidiary, SS/L, to MDA, whi
closed on November 2, 2012 (see Notes 1 and 3thdhal consolidated financial statemen
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Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion and analysis should beli@aconjunction with our consolidated financiaht#ments (the “financial statemenjs”
included in Item 15 of this Annual Report on ForfaKL.

Loral Space & Communications Inc., a Delaware crafion, together with its subsidiaries, is a legdsatellite communications comp:
engaged, through our ownership interests in affiiain satellite-based communications servicdsr Ry completion of the sale of our wholly-
owned subsidiary, Space Systems/Loral, LLC (forgnkriown as Space Systems/Loral, Inc. (“SS/LWE were also engaged in the sate
manufacturing business (see “Recent Developmemising.

Disclosure Regarding Forward-Looking Statements

Except for the historical information containedtire followingdiscussion and analysis, the matters discussedwate not historical fact
but are “forward-looking statements” as that ters defined in the Privat8ecurities Litigation Reform Act of 1995. In aduliti we or ou
representatives have made and may continue to foakard-looking statements, orally or in writing) other contexts. These forwalabking
statements can be identified by the use of wordé s “believes,” “expects,” “plans,” “may,” “will,” “would,” “could,” “should,”
“anticipates,” “estimates,” “project,” “intend,” or “outlook” or other variations of these words. Thestatements, including without limitati
those relating to Telesat, are not guarantees tfreuperformance and involve risks and uncertamtigat aredifficult to predict or quantify
Actual events or results may difimaterially as a result of a wide variety of factarsd conditions, many efhich are beyond our control. F
a detailed discussion of these and otlfi@ctors and conditions, please refer to the Riskctéis section above, the Commitments
Contingencies section below and to our other péciodports filed with the Securities and Exchangenission (“SEC”).We operate in ¢
industry sector in which the value of securitiesyrba volatile and may be influenced by economic @hdrfactors beyond our control. \
undertake no obligation to update any forward-lowkstatements.
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Overview
Business
Recent Developments

On November 2, 2012, Loral completed the sale ‘@ade”) of its wholly-owned subsidiary, SS/L, to MDA Communications Hodg#, Inc
(“MDA Holdings”), a subsidiary of MacDonald, Dettisir and Associates Ltd. (“MDA”). Pursuant to therghase agreement (th@urchas
Agreement”),dated as of June 26, 2012, as amended on Octop2038P, by and among Loral, SS/L, MDA and MDA Holgs, in a series
transactions described below, Loral received taah payments of $967.9 million plus, for the sdleertain real estate used in connection
SS/L’s business, a three-year promissory notedrptincipal amount of $101 million. Transaction tsa®lated to the Sale were $35.2 million.

Prior to the Sale, SS/L (i) was converted intanaitied liability company, (i) transferred the restate owned by it to a newly formed limi
liability company (“Land LLC"), {ii) distributed the equity interests in Land LLG the Company, and (iv) issued to Loral promissutes it
an aggregate amount equal to $193.9 million (thiosiig Notes”). The Closing Notes were issued tisBaSS/L’s obligations under tl
Purchase Agreement to repay intercompany balanees aral and to pay Loral a cash dividend, whiatluded per diem amounts provided
in the Purchase Agreement. Immediately following thale, SS/L repaid the Closing Notes for an aggeegash amount equal to $1¢
million.

At closing of the Sale, Loral received (i) $774 lnih from MDA Holdings for the purchase of the eguinterests in SS/L and (ii)
promissory note, dated November 2, 2012, issuelllDyA for $101 million (the “Land Note”Yor the purchase of the equity interests in L
LLC.

The Land Note bears interest at the rate of 1%apaum and amortizes in three equal annual instatlnen each March 31, commenc
March 31, 2013. The Land Note is backed by a lettguarantee from Royal Bank of Canada.

Subsequent to the closing of the Sale and purgoahe Purchase Agreement, Loral paid MDA $6.5iorillas a result of a write down
SS/L’s orbital receivables (see Note 17 to therfaial statements).

The transaction is taxable, and, for tax purpaseated as a sale of assets.

Under the terms of the Purchase Agreement, Loralbigated to indemnify SS/L for all Covered Littgan Costs and any Covel
Litigation Damages (as such terms are defined énRhrchase Agreement), subject to certain cappsisharing by SS/L, and has retai
control of the defense of the lawsuit against S8iH Loral by ViaSat, Inc. as well as SS/Icounterclaims against ViaSat, Inc. in that law
Under the terms of the Purchase Agreement, follgvanchange of control of Loral, the liability of tab for Covered Litigation Costs a
Covered Litigation Damages is subject to a dol&p.dn addition, Loral is obligated to indemnify/E%or pre-closing taxes.

On November 7, 2012, in connection with the recefgghe proceeds from the Sale, our Board of Daectleclared a special distributior
$29.00 per share for an aggregate distribution8®$L million. The special distribution was paid Bacember 4, 2012 to holders of recor
Loral voting and non-voting common stock as of Naber 19, 2012. In accordance with Losa$tock incentive plan, an equitable adjusti
was made to outstanding stock-based awards tatéfle special distribution. Certain holders otnieted stock units (“RSUs\vho elected t
receive the special distribution at the $29.00gberre value will receive additional payments tota$5.3 million on their RSU settlement da
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Description of Business

Subsequent to the Sale, Loral has one operatingesggconsisting of satellite based communicati@ngises. Loral participates in satel
services operations through its ownership intaére$elesat Holdings Inc. (“Telesat Holdco”) whictvias Telesat Canada (“Telesatd)eadin
global fixed satellite services operator, with o and facilities around the world. Telesat presiits satellite and communication serv
from a fleet of satellites that occupy Canadian atier orbital locations.

Loral holds a 62.8% economic interest and &%3voting interest in Telesat, the woddiourth largest satellite operator with approxiefy
$5.2 billion of backlog as of December 31, 2012r ®@conomic interest in Telesat decreased from 64%2t8% in December 2012 wt
certain key employees of Telesat exercised a ¢6t3)311,568 stock options granted under Telesdtare based compensation plan in exct
for 2,249,747 non-voting preferred shares.

At December 31, 2012, Telesat provided satellitgises to customers from its fleet of 13arbit satellites. In addition, Telesat owns
Canadian payload on the ViaSat-1 satellite ancdbhassatellite, Anik G1, which Telesat anticipatél e launched in the first half of 2013.

The satellite services business is capital intensind the buildut of a satellite fleet requires substantial tiamel investment. Once 1
investment in a satellite is made, the incremecdats to maintain and operate the satellite aggively low over the life of the satellite, w
the exception of in-orbit insurance. Telesat hasnb&ble to generate a large contracted revenuddgably entering into longerm contract
with some of its customers for all or substantiallly of a satellites life. Historically, this has resulted in reverfuem the satellite servic
business being fairly predictable.

Telesats commitment to providing strong customer serviog iés focus on innovation and technical expeitias allowed it to successfL
build its business to date. Building on its exigticontractual revenue backlog, Telesdtcus is on taking disciplined steps to growcibse
business and sell newly launched and existingrbit satellite services, and, in a disciplined mam use the cash flow generated by exi:
business, contracted expansion satellites andsewsigs to strengthen the business.

Telesat believes its satellite fleet produces angtrcombination of ongoing revenue from backloghticming revenue growth and
effective foundation upon which it will seek to tiomie to grow its revenue and cash flows. The gnolwtexpected to come from the sal
available capacity on its existing in-orbit satelli the Canadian payload on the ViaBagtellite which launched in October 2011, the iNif
satellite which launched in May 2012 and the Anik €atellite which is expected to launch in thetfiralf of 2013. With Nimig 6 commenci
service in June 2012, Telesatustomer returned the Nimiq 1 satellite on Oatdie 2012. Telesat intends to use Nimig 1 to parsthe
revenue growth opportunities.

Telesat believes that it is welbsitioned to serve its customers and the marketsvhich it participates. Telesat actively purs
opportunities to develop new satellites, partidylar conjunction with current or prospective custrs who will commit to long term serv
agreements prior to the time the satellite consittbccontract is signed. Although Telesat regulgslyrsues opportunities to develop 1
satellites, it does not procure additional or reptaent satellites until it believes there is a destated need and a sound business plan fo
satellite capacity.

Telesat anticipates that the relatively fixed coature of the business, combined with contractectmee growth and other grov
opportunities, will produce growth in operatingdmee and cash flow.
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In 2013, Telesat will remain focused on: increasuiijzation on its existing satellites, continuirige preparation for the launch
deployment of the Anik G- satellite, identifying and pursuing opportunitiesexpand its satellite fleet and maintaining caistl operatin
discipline.

On March 28, 2012, Telesat entered into a new teggieement (the “Telesat Credit Agreemenmtith a syndicate of banks which provic
for the extension of credit under the following isercredit facilities in the principal amount of tp approximately $2.55 billion (together,
“Telesat Senior Credit Facilities”)i)(a revolving credit facility in the amount of wp CAD/$140 million, available in either Canadianld.S
dollars, maturing on March 28, 2017; (ii) a TermahoA facility denominated in Canadian dollars,hie amount of CAD 500 million, maturi
on March 28, 2017; (iii) a Term Loan B facility deninated in Canadian dollars, in the amount of CA® million, maturing on March 2
2019; and (iv) a Term Loan B facility denominatadJ.S. dollars, in the amount of $1.725 billion,tarang on March 28, 2019. Simultaneot
with entering into the Telesat Credit Agreementie$at terminated and paid all outstanding amountieuits previous credit facilities. Th
were no borrowings under the revolving credit fiacihs of December 31, 2012.

On March 28, 2012, Telesat redeemed all of itstanting senior preferred shares, previously heldabyaffiliate of the Public Sec
Pension Investment Board (“PSPTar approximately CAD 146 million in cash, which svaqual to the outstanding liquidation value
accrued dividends on the senior preferred sha@wing the redemption of the senior preferredrshaan affiliate of PSP provided a loa
the amount of approximately CAD 146 million to T&dé in the form of a subordinated promissory note.

In connection with the closing of the Telesat Crédjreement, Telesa’Board declared a special cash distribution tehitreholders, as
reduction of stated capital, in the amount of appnately CAD 656 million. Loral share of this amount was approximately CAD 420ani
On March 28, 2012, Telesat paid its shareholdepsogimately CAD 586 million of the special distrifien, which was funded by the proce
from the Telesat Senior Credit Facilities and egash from operations. Of this amount, Loral nesgiapproximately CAD 375 million ($3
million). The approximately CAD 70 million distriltion remaining was paid in July 2012, with Lorate&/ing approximately CAD 45 millic
($44 million). In connection with the cash distritmn made to Telesat's shareholders, TelgsBbard also authorized approximately C
49 million in special payments to executives andate employees of Telesat.

On March 28, 2012, as a direct result of the spaah distribution by Telesat to its shareholdtiszussed above, the Loral Boarc
Directors declared a special dividend of $13.60gbeare for an aggregate dividend of $418 milliohe Tividend was paid on April 20, 201:
holders of record of Loral voting and non-votingrooon stock as of April 10, 2012. The dividend pid_oral’s shareholders approxima
the full amount of both dividend tranches receitygd_oral from Telesat. As the dividend was paicdpto receipt of the second tranche f
Telesat, Loral used its available cash balancarid the difference between the Loral dividend p@aid the proceeds received from Telesat.

On May 14, 2012, Telesat issued, through a priptdeement, $700 million of 6% senior notes whichtuna on May 15, 2017. The ¢
senior notes are subordinated to Telssaiisting and future secured indebtedness, inmfudbligations under the Telesat Senior C
Facilities, and are governed under the 6% seni@sniodenture. The net proceeds of the offeringnghith available cash on hand, were 1
to fund redemption or repurchase of all of Telesdtl% Senior Notes due November 1, 2015 issuedrwardedenture dated as of June
2008 and to pay certain financing costs and rediempremiums.

On October 29, 2012, Telesat issued, through afriglacement, an additional $200 million of 6%i@enotes due 2017. Telesat has 1

the net proceeds from the debt offering to fundréayment of certain indebtedness owed to itscipéh shareholders, including accrued
unpaid interest thereon and for general corporatpgses.
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Telesat's operating results are subject to fluadnat as a result of exchange rate variations. Apprately 47% of Telesad’ revenue
received in Canada for the year ended Decembe2®D, a substantial portion of its expenses andbatantial portion of its indebtedness
capital expenditures were denominated in U.S. doll@he most significant impact of variations ire taxchange rate is on the U.S. d«
denominated debt financing. As of December 31, 20&2esats U.S. dollar denominated debt totaled CAD 2.8dyill As of December 3
2012, a five percent increase (decrease) in thedian dollar against the U.S. dollar would haveeased (decreased) Telesatet income t
approximately CAD 147 million. This analysis asssmaél other variables, in particular interest ratesnain constant.

General

Subsequent to the Sale, Logfemaining assets, primarily its ownership inter@s Telesat, will continue to have substantiduga Witr
the goal of maximizing shareholder value, we hakevipusly explored, and expect in the future tottare to explore, potential strate
transactions involving Telesat, including transatsi that could result in public ownership of a jwortof Telesat. There can be no assuran
to whether, when or on what terms a strategic &etiegn involving Telesat or Loral may occur.

Loral may, from time to time, explore and evaluatier possible strategic transactions and alliamg¢gsh may include joint ventures ¢
strategic relationships as well as business cortibima or the acquisition or disposition of assdis.order to pursue certain of thi
opportunities, additional funds are likely to bguiged. There can be no assurance that we willrente additional strategic transactions
alliances, nor do we know if we will be able toahtthe necessary financing for transactions thatire additional funds on favorable term
at all.

In connection with the Sale, Loral has developgiaa for restructuring its corporate functions. digh mid2013, Loral will reduce tt
number of employees at its headquarters. During22Qbral charged approximately $11.8 million tolisgl, general and administrati
expenses, mainly for severance and related castisge@pects to make cash payments related to theicesing primarily during 2012 a
2013. Loral paid restructuring costs of approxiryat8.0 million during the year ended December 3012. At December 31, 2012,
liability recorded in the consolidated balance stieethe restructuring was $3.8 million which indes all expected future payments unde
restructuring plan relating to the Sale.

In connection with the corporate office restruatgrias a result of the Sale, on December 13, 2043’ Board of Directors approv
termination of Loral's supplemental retirement p(#tme “SERP”).The Company expects to make lump sum paymentstparticipants in tt
SERP between December 16, 2013 and December 33,i2@Etcordance with the requirements of Sectid®d6f the Internal Revenue Cc
and the regulations promulgated thereunder. Owindgd benefit obligations include approximately $1@&illion for future SERP paymer
based on benefits earned as of December 31, 2012.

In connection with the acquisition of our ownershiterest in Telesat in 2007, Loral has agreed thdiject to certain exceptions descr
in Telesats shareholders agreement, for so long as Lorabhasterest in Telesat, it will not compete in thgsiness of leasing, selling
otherwise furnishing fixed satellite service, broast satellite service or audio and video broaddastt to home service using transpol
capacity in the C-band, Ku-band and Ka-band (inalgidh each case extended band) frequencies anuugiress of providing end-gnd dat
solutions on networks comprised of earth termirgdsce segment, and, where appropriate, networkibg.
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Consolidated Operating Results
Please refer to Critical Accounting Matters settdrelow in this section.

2012 Compared with 2011 and 2011 Compared with 2010
The following compares our consolidated result2fot2, 2011 and 2010 as presented in our finastaééments:
Selling, General and Administrative Expenses

Year Ended
December 31,
2012 2011 2010
(In millions)
Selling, general and administrative expenses 29 18 19

Selling, general and administrative expenses iseé&y $11 million for the year ended December2B12 as compared to the year er
December 31, 2011, primarily due to severance esgpen$12 million in 2012 in connection with therporate restructuring as a result of
Sale.

Selling, general and administrative expenses dsecehy $1 million for the year ended December 81,12as compared to the year er
December 31, 2010, primarily due to reduced frieggenses related to stock based compensation.

Gain on Disposition of Net Assets

Gain on disposition of net assets for the year érdlecember 31, 2011 represents the gain associétiedhe sale of Lora$ portion of th
ViaSat-1 payload and related net assets to Telasaf the elimination of Lorad’ ownership interest in Telesat (see Note 19 tdittzacia
statements).

Directors’ Indemnification Expense

Directors’ indemnification expense for the year ended Decen3fier2010 represents our indemnification of leggdemses incurred |
MHR-affiliated directors in defense of claims assedgdinst them in their capacity as directors of Larat of directors and officers insura
recoveries

Interest and Investment Income

Year Ended
December 31,
2012 2011 2010
(In millions)
Interest and investment incor $ 2 % 3 % 1

Interest and investment income for 2012 consistagily of interest income on longrm receivables due from Telesat for consultires
Interest and investment income for 2011 includésr@st income of $1.7 million on directors and agfts liability insurance claims and $
million on longierm receivables due from Telesat for consultirgsfdnterest and investment income for 2010 cangigmarily of interes
income on long-term receivables due from Telesatdmsulting fees.
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Gain on Litigation, Net

For each of the years ended December 31, 2011 @b@, 2ve recorded income of $5.0 million which regamets the recovery under
directors and officers insurance coverage of pléérg legal fees related to shareholders litigatimsed on a court decision in February 2011.

Other Expense

Other expense for the year ended December 31, iB00&les expenses of $1.0 million related to stiatenitiatives and $0.6 million relat
to the special distribution to shareholders, pbytiaffset by a $1.3 million gain related to a faye exchange forward contract to hedge
foreign exchange risk associated with the payméttiesecond tranche of the special cash distohutiom Telesat that was received in .
2012.

Other expense for the year ended December 31, R@lides expenses related to the evaluation ofegfi@ alternatives for SS/L a
preparation for a potential spin-off of SS/L.

Other expense for the year ended December 31, R@lides expenses related to the evaluation ofegfi@ alternatives for SS/L a
preparation and filing of registration statemems amendments related to a potential initial pubfiering of SS/L, partially offset by tl
reversal of a liability related to the sale of eartassets in a prior year.

Income Tax Provision

For 2012, we recorded a current tax benefit of 3 billion (which included a benefit of $110.3 ol to reduce our liability for uncerte
tax positions (“UTPs”)and a deferred tax provision of $22.0 million (whiacluded a provision of $25.0 million for UTPg@sulting in a tot:
tax benefit of $93.3 million on a ptex loss from continuing operations of $27.2 milli¢-or 2011, we recorded a current tax provisiof®f
million (which included a provision of $2.1 millioto increase our liability for UTPs) and a defertad provision of $40.5 million (whic
included a benefit of $1.2 million for UTPs), retiud) in a total provision of $41.4 million on a piex loss from continuing operations of $1
million. For 2010, we recorded a current tax primrisof $3.1 million (which included a provision 8.7 million to increase our liability f
UTPs) and a deferred tax benefit of $328.2 miljahich included a benefit of $18.1 million for UT)Psesulting in a total tax benefit of $32
million on a pre-tax loss from continuing operasasf $23.2 million.

During 2012, the statute of limitations for assesstrof additional tax expired with regard to certbiTPs related to Old Loral and sewv
of our federal and state tax returns filed for 2@0id 2008, which resulted in a net tax benefit &.% million to continuing operations
current tax benefit of $112.9 million, includingethieversal of applicable interest and penaltiesipusly accrued, offset by a deferred
provision of $26.2 million). Also during 2012, imdr to minimize our cash tax liability from thel&ave enhanced our extraterritorial incc
exclusion provided by former section 114 of theeinal Revenue Code and recorded an additional darflh of $11.2 million. Without tt
Sale, we would not have remeasured the extrataaliiocome exclusion because it would have pradidely a minimal cash tax benefit.

For 2012 and 2011, the deferred tax provision ietlithe impact of our equity in net income of Tatexfter having reversed our valua
allowance in the fourth quarter of 2010.
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Until the fourth quarter of 2010, we had maintaieetio0% valuation allowance against our net dedeta® assets except with regard to
deferred tax assets related to AMT credit carryfodg. During the fourth quarter of 2010, we deterdi based on all available evidence,
it was more likely than not that we would realibe benefit from a significant portion of our desirtax assets in the future, and therefa
full valuation allowance was no longer requiredcéaingly, during the fourth quarter of 2010, weaeed $335.3 million of our valuati
allowance as a deferred income tax benefit to nairtg operations.

As of December 31, 2012 and 2011, we maintaine@laation allowance of $7.1 million and $10.9 milljorespectively, against ¢
deferred tax assets for certain tax credit and dassyovers due to the limited carryforward perieds will continue to maintain such valuat
allowance until sufficient positive evidence exigtsupport its full or partial reversal.

Subsequent to the Sale, to the extent that prdfttafrom operations is not sufficient to realitiee benefit from our remaining net defei
tax assets, we would generate sufficient taxaldenre from the appreciated value of our Telesatsiment, which currently has a nominal
basis, in order to prevent federal net operatisgds from expiring and realize the benefit of @maining net deferred tax assets.

See Critical Accounting Matters Faxationbelow for discussion of our accounting method famoime taxes.

Equity in Net Income of Affiliates

Year Ended
December 31,
2012 2011 2010
(In millions)
Telesal $ 40.t $ 114 $ 92.¢
XTAR (6.5) (6.7) (7.0
Other - (1.5) (0.2)
$ 34 $ 106.2  $ 85.¢

The following is a reconciliation of the change®im investment in Telesat for the year ended Déezr@l, 2012 (in millions):

Year Ended
December 31,
2012

Ending balance, December 31, 2( $ 377.2
Equity in net income of Teles 40.5
Proportionate share of Telesat C 2.1
Eliminations of affiliate transactions and relatedortization (7.0
Cash distributions received from Tele (420.9)
Excess of cash distributions over cumulative eqnityet income 7.4
Ending balance, December 31, 2012 $ -

In March 2012, Telesat completed a refinancing r@edpitalization transaction which resulted in s@lecash distributions to Loral of CA
375 million ($376 million) in the first quarter @012 and CAD 45 million ($44 million) in July 2012ee Note 8 to the financial statements).

As of December 31, 2012, we hold a 62.8% econontérést in Telesat. Our economic interest decrefieed 64% to 62.8% in Decemt
2012 when certain executives of Telesat exercibadesappreciation rights related to a total of 5,3&8 stock options granted under Telesat
share based compensation plan and received 2,Z489atvoting participating preferred shares. Alsdiecember 2012, Telessitboard c
directors approved the repurchase for cash coraidarof 20% of all vested stock options. A tot&l10660,619 options were repurcha:
Telesat paid CAD 35.3 million in cash considerationthe stock option repurchase and net withhgldaxes relating to the exercise of
share appreciation rights.
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As of December 31, 2012, the special cash distohatreceived from Telesat exceeded our recordetulaiive equity in net income
Telesat, including the effect of the stock transenstin December 2012, and our initial investmegnapproximately $7 million. In following tt
equity method of accounting, our investment balancEelesat has been reduced to zero, and we watiltatord equity in net income of Tele
until our share of Telesat’s future net income exise$7 million.

Equity in net income of affiliates for the year eddDecember 31, 2011, included a charge of $1ltomtlo reduce the carrying value of |
investment in an affiliate to zero based on ouredeination that the investment had been impaired thie impairment was other tt
temporary.

Loral’s equity in net income of Telesat is basedoon proportionate share of Telesatesults in accordance with U.S. GAAP and in
dollars. The amortization of Telesat fair valueustinents applicable to the Loral Skynet assetsliabdities acquired by Telesat in 2007
proportionately eliminated in determining our shaf¢he net income of Telesat. Our equity in nebime of Telesat also reflects the elimina
of our profit, to the extent of our beneficial irgst, on satellites we constructed for Telesatewvi owned SSI/L.

Summary financial information for Telesat in acamde with U.S. GAAP and in Canadian dollars (“CARf)d U.S. dollars (“$"for the
years ended December 31, 2012, 2011 and 2010 asfdoesember 31, 2012 and 2011 follows (in millipr

Year Ended December 3: Year Ended December 3:
2012 2011 2010 2012 2011 2010
(In Canadian dollars) (In U.S. dollars)
Statement of Operations Da
Revenue! 845.¢ 808.4 821.¢ 846.1 817.% 797.:
Operating expenst (242.¢) (186.0 (196.5 (242.%) (188.7) (190.%)
Depreciation, amortization and stock:
based compensatic (249.0 (245.9) (256.9 (249.7) (248.0) (249.9
Gain on insurance procee - 135.( — - 136.t —
Impairment of intangible asse - (1.3 — - (1.3 —
(Loss) gain on disposition of long-live
asset: (0.8 (2.9 3.6 (0.9 (1.5 3.7
Operating incom: 353.¢ 509.t 371.¢ 353.t 515.1 361.(
Interest expens (236.9) (218.9) (241.¢ (236.9) (220.6) (234.5
Expense of refinancin (80.1) - — (80.7) -
Foreign exchange gains (loss 81.1 (80.7) 164.( 81.1 (81.0 159.2
(Losses) gains on financial instrume (25.9) 50.1 (79.2) (25.9) 50.7 (76.9
Other income 1.4 2.C 0.€ 1.4 2.C 0.€
Income tax provisiol (28.7) (64.€) (42.9 (28.7) (65.9) (41.2)
Net income 65.€ 198.7 173.3 65.€ 200.¢ 168.Z
Average exchange rate for translating
Canadian dollars to U.S. dolle 0.999¢ .9891 1.030:
As of December 31 As of December 31
2012 2011 2012 2011
(In Canadian dollars) (In U.S. dollars)
Balance Sheet Dat
Current assel 287.< 359.: 289.¢ 351.¢
Total asset 5,300.: 5,461.: 5,342.: 5,347..
Current liabilities 235.¢ 295.¢ 237. 289.¢
Long-term debt, including current portic 3,492.! 2,877.¢ 3,519.¢ 2,817.¢
Total liabilities 4,733. 4,131.¢ 4,771.( 4,045.¢
Redeemable preferred stc - 141.¢ - 138.t
Shareholder equity 566.¢ 1,187.¢ 571.c 1,163.;
Period end exchange rate for translating Canaditlard to U.S. dollar 0.992: 1.021:
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Telesats operating expense for the year ended Decemb@032, includes a $49 million expense related t@igh@ayments to executiv
and certain employees of Telesat in connection thighcash distribution made to Telesat's sharehslde

Telesat revenue increased by $29 million for tharyended December 31, 2012 as compared to theeyelmd December 31, 2011 |
primarily to growth in international enterprise \6ees activities, inauguration of commercial seegioon ViaSat in December 2011 a
revenue earned on TelesalNimiqg 6 satellite which commenced service in JR8&2, partially offset by a scheduled rate reductin a lon
term contract for one of TelesatNorth American DTH satellites which occurred dgr011, termination payment of a consulting carteanc
the impact of the change in the U.S. dollar/Canadiallar exchange rate on Canadian dollar denomihetvenues. Telesat revenue exclu
foreign exchange impact would have increased bycqipately $34 million for the year ended DecemB&y 2012 as compared with the
ended December 31, 2011.

Telesat revenue increased by $20 million for tharyended December 31, 2011 as compared to 201@nilsindue to the impact of tl
change in the U.S. dollar/Canadian dollar exchaage on Canadian dollar denominated revenues. diitia, revenue growth in Telesat’
international enterprise activities and in its kdb subsidiary was partially offset by a scheduéd reduction on a longrm contract. Teles
revenues excluding foreign exchange impact woultehacreased by approximately $3 million for theayended December 31, 2011
compared with 2010.

Telesats operating income decreased by $162 million feryear ended December 31, 2012 as compared teettreepded December
2011 primarily due to the gain on insurance prosdéed2011 (see below) and the expense relatedet@pbcial payments to executives
certain employees of Telesat in connection withdhgh distribution to shareholders in 2012, pdytiaifset by the revenue increase descr
above. The change in operating income for the gaded December 31, 2012 as compared with the yetmdeDecember 31, 2011 was
significantly impacted by the change in foreigntexoge rates.

Telesats operating income increased by $154 million fa ylear ended December 31, 2011 as compared teettreepded December
2010 primarily due to the gain on insurance prosgede below), the revenue increase described apal/eost reductions related to opere
discipline, lower revenue related expenses andrdduverbit insurance premiums, partially offset by thepact of U.S. dollar/Canadian do
exchange rate on Canadian dollar denominated espearsl increased cost of equipment sales. Tedegpérating income excluding fore
exchange impact would have increased by $141 mifiiw the year ended December 31, 2011 as compéthdhe year ended December
2010.

Expense of refinancing for the year ended Decen3ier2012 represents deferred financing costs omptheious credit facilities ai
deferred financing costs and redemption premiumthemprevious senior notes which were charged pemse as a result of the refinancings.

Following the May 2011 launch of Telstar 14R/Estréd Sul 2, an SS/L-built satellite, the sateltitedrth solar array failed to fully depl
The north solar array anomaly has diminished theuarhof power available for the satellgetransponders and has reduced the life expec
of the satellite. As a result, during the third dea of 2011, Telesat carried out an impairment fes the satellite. Based on Tele
managemens$ best estimates and assumptions, there was naringpes in Telstar 14R/Estrela do Sul 2 and as alre® adjustment to tl
carrying value of the asset was required. In Deegr@b11, Telesat received insurance proceeds &f.$18illion from its insurers with resps
to the claim Telesat filed for the failed solaragrdeployment.
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Telesats operating results are subject to fluctuations assult of exchange rate variations to the extieat transactions are made
currencies other than Canadian dollars. Telesatin currency exposures as of December 31, 2i@lip, its U.S. dollar denominated cash
cash equivalents, accounts receivable, accountbfmpand debt financing. The most significant intgEovariations in the exchange rate is
the U.S. dollar denominated debt financing. As ec&mber 31, 2012, TelesatJ.S. dollar denominated debt totaled CAD 2.8dill As o
December 31, 2012, a five percent increase (dezyéashe Canadian dollar against the U.S. dollaul have increased (decreased) Telesa
net income by approximately CAD 147 million. Thisadysis assumes all other variables, in particnk@rest rates, remain constant.

The equity losses in XTAR, LLC (“XTAR")pur 56% owned joint venture, represent our shad€¢T#R losses incurred in connection w
its operations.

We regularly evaluate our investment in XTAR toedtatine whether there has been a decline in faurevtiiat is other than temporary.
have performed an impairment test for our investmmeiXTAR as of December 31, 2012, using the mesent forecast, and concluded thai
investment in XTAR was not impaired. Any furtherctiees in XTAR'’s projected revenues may result futare impairment charge.

Income from Discontinued Operations, net of tax

In connection with the Sale we have reclassifiedL3Soperations as discontinued operations in our eusetl consolidated financ
statements for the years ended December 31, 2012,ahd 2010.

The following is a summary of SS/L’s operating féswhich are included in income from discontinugetrations (in millions):

Year Ended December 31

20121 2011 2010
Revenue! $ 924C $ 1,107 $ 1,15¢
Operating incom: 3 107 107
Income before income tax 22 122 11¢€
Income tax provisiol (10 47 (a6
Net income 12 75 10C
Gain on Sale, net of te 30¢ - -
Income from discontinued operations, net of 321 75 10C

(1) References to the year ended December 31, 201 itable above and the paragraph below for SS/foarthe period January 1, 2012
November 2, 2012, the date of the S

Backlog

Telesats backlog as of December 31, 2012 and 2011 waskfiich and $5.3 billion, respectively. It is exgied that approximately 13%
satellite services backlog will be recognized aeneie by Telesat during 2013. As of December 31220elesat had received approxima
$414 million of customer prepayments.
Critical Accounting Matters

The preparation of financial statements in confoymiith U.S. GAAP requires us to make estimatesasslimptions that affect the repo

amounts of assets and liabilities and disclosureonftingent assets and liabilities at the datehefftnancial statements and the amoun
revenues and expenses reported for the periodalAatsults could differ from estimates.
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Revenue Recognition

Satellite Manufacturing revenue prior to the Saenicluded in income from discontinued operatiomsour consolidated statements
operations. Substantially all of our Satellite M&mturing revenue was associated with long-terradigrice contracts. Revenue and profit fi
satellite sales under these long-term contractse wecognized using the costdost percentage of completion method, which reg
significant estimates. We used this method beceemsonably dependable estimates could be made badsidtorical experience and vari
other assumptions that were believed to be reasonatger the circumstances. These estimates intlfmtecasts of costs and schedt
estimating contract revenue related to contradopmiance (including estimated amounts for penatied performance incentives that will
received as the satellite performs on orbit) ardpbtential for component obsolescence in conneetith longterm procurements. Estima
amounts for performance incentives and penaltie® weluded in contract value when and to the dxtieat it was probable such amot
would be paid or received. Performance incentives penalties related primarily to ambit performance of the satellite and early oe
delivery of the satellite, although a limited numk#& contracts included performance incentives gedalties related to mass, payl
performance and other items.

Satellite construction contracts often include [Bmns for performance incentives pursuant to whéclportion of the contract val
(typically about 10%) is at risk, over the life thfe satellite (typically 15 years), contingent ugba inorbit performance of the satellite
accordance with contractual specifications. Theggopmance incentives are structured in two for()sunder warranty payback, the custo
pays the entire amount of the performance incestiugring the period of satellite construction andhsperformance incentive amounts
subject to warranty claims, or (ii) under orbitateivables, the customer makes payments of perfa@nimcentives at regular intervals (o
monthly) over the in-orbit life of the satellite.

Performance incentives, whether warranty paybac@rbital receivables, were included in revenuesnduthe construction period of 1
satellite. The amount of performance incentive®iéed as revenues was net of (i) a factor basegashexperience to reflect the risk th
portion of the performance incentives would be ¢ to norperformance and (ii) in the case of orbital reckigs, a discount for the tir
value of money because the amounts would be cetlemter the operating life of the satellite.

Estimates for performance incentives and penaltiee assessed continually during the term of thdraot and revisions were reflec
when the conditions became known. Changes in estéweere typically the result of schedule chanpasaffected performance incentives
penalties, changes in contract scope, changesairbosiness forecasts that could affect the levalvefrhead allocated to a given contract
changes in estimates on contracts as a resuleofdmplex nature of the satellites manufacture@n@is in estimates were included in ¢
and cost of sales using the cumulative catghmethod, which recognizes the cumulative efféath@nges in estimates on current and |
periods in the current period based on a consamimpletion percentage. Provisions for losses aniracts were recorded when estim
determined that a loss would be incurred on a ech@t completion. Under firm fixeprice contracts, work performed and products shd
were paid for at a fixed price without adjustmemtt &ctual costs incurred in connection with thetat; accordingly, favorable change:
estimates in a period resulted in additional reeeand profit, and unfavorable changes in estimawdted in a reduction of revenue and p
or the recording of a loss. For the years endecedéer 31, 2012, 2011 and 2010, cumulative catchdjystments related to prior year acti
as a result of changes in contract estimates (dse® increased income from discontinued operabefae income taxes by $(9) million, §
million and $59 million, respectively, and dilutedrnings per share for discontinued operations(®y1.¥), $0.90 and $1.15, respectively.
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Fair Value Measuremen

U.S. GAAP defines fair value as the price that vdo received for an asset or the exit price thatlevbe paid to transfer a liability in 1
principal or most advantageous market in an ordealysaction between market participants. U.S. GAal® establishes a fair value hierai
that gives the highest priority to observable ispand the lowest priority to unobservable inputse Three levels of the fair value hierarchy
described below:

Level 1:Inputs represent a fair value that is derived fromadjusted quoted prices for identical assetsavilifies traded in active markets
the measurement date.

Level 2:Inputs represent a fair value that is derived fiquoted prices for similar instruments in active kets, quoted prices for identi
or similar instruments in markets that are notvagtmodelbased valuation techniques for which all significassumptions are observabli
the market or can be corroborated by observabl&ehalata for substantially the full term of theetssor liabilities, and pricing inputs, ot
than quoted prices in active markets included nell&, which are either directly or indirectly obsable as of the reporting date.

Level 3:Inputs are generally unobservable and typicallleotimanagemers’estimates of assumptions that market participaatdd use i
pricing the asset or liability. The fair values aterefore determined using modbiased techniques that include option pricing mgq
discounted cash flow models, and similar techniques

These provisions are applicable to all of our a&saet liabilities that are measured and recordéairatalue.
Assets and Liabilities Measured at Fair Value oRecurring Basis

The following table presents our assets and ligdslimeasured at fair value on a recurring baddeaember 31, 2012:

Level 1 Level 2 Level 3
(In thousands)
Assets
Cash equivalents: Money market fur $ 86,82( $ — $ —
Note receivable Land Note $ — % — 3 101,00(
Liabilities
Indemnifications: Sale of SS, $ — 3 — 3 16,52¢

The Company does not have any non-financial assetsnfinancial liabilities that are recognized or dissdd at fair value on a recurr
basis as of December 31, 2012.

Assets and Liabilities Measured at Fair Value oNa@n-recurring Basis

We review the carrying values of our equity metihmaestments when events and circumstances wamant@nsider all available evider
in evaluating when declines in fair value are otttean temporary. The fair values of our investmearts determined based on valua
techniques using the best information availablej amy include quoted market prices, market compesabnd discounted cash fl
projections. An impairment charge would be recor@dten the carrying amount of the investment excatdgurrent fair value and
determined to be other than temporary.
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Taxation

Loral is subject to U.S. federal, state and lonabime taxation on its worldwide income and foretigwes on certain income from sout
outside the United States. Our foreign subsidiagies subject to taxation in local jurisdictions.Iégat is subject to tax in Canada and ¢
jurisdictions and Loral will provide in operatin@mings any additional U.S. current and deferredrégjuired on distributions received
deemed to be received from Telesat.

We use the liability method in accounting for taxdgereby income taxes are recognized during the ipeahich transactions are recor:
in the financial statements. Deferred taxes refthet future tax effect of temporary differenceswasn the carrying amount of assets
liabilities for financial and income tax reportiagd are measured by applying anticipated statugoryates in effect for the year during wt
the differences are expected to reverse. We attlsesscoverability of our deferred tax assets &aded upon this analysis, record a valui
allowance against the deferred tax assets to tle@mesecoverability does not satisfy the “more ljkéhan not” recognition criteria.

The tax effects of an uncertain tax position (“UYTRiken or expected to be taken in income tax mstare recognized only if it ismore
likely-than-not” to be sustained on examination by the taxing aittesy based on its technical merits as of the napp date. The tax benet
recognized in the financial statements from sugbosition are measured based on the largest bahatithas a greater than fifty perc
likelihood of being realized upon ultimate settletnéWe recognize potential accrued interest andalfies related to UTPs in income
expense on a quarterly basis.

We recognize the benefit of a UTP in the period nwhas effectively settled. Previously recogniziaat positions are derecognized in
first period in which it is no longer more likelyan not that the tax position would be sustaineshugxamination. Evaluating the techn
merits of a tax position and determining the benefbe recognized involves a significant leveJurfgment in the assumptions underlying ¢
evaluation.

Pension and Other Employee Benefits

We maintain a qualified pension plan and, untiwits terminated in December 2012, we maintainedpalemental retirement plan. Th
plans are defined benefit pension plans. In additioproviding pension benefits, we provide certagalth care and life insurance benefits
retired employees and dependents. Pension and entiigioyee postretirement benefit costs are devdl@pen actuarial valuations. Inheren
these valuations are key assumptions, includinglitbeount rate and expected lotegm rate of return on plan assets. Material chaigehes
pension and other employee postretirement benesitscmay occur in the future due to changes inetlessumptions, as well as our ac
experience.

The discount rate is subject to change each yeaedon a hypothetical yield curve developed froporfolio of high quality, corporat
non-callable bonds with maturities that match our prtgd benefit payment stream. The resulting discoatetreflects the matching of the
liability cash flows to the yield curve. The discturate determined on this basis for the qualifisghsion plan and other emplo
postretirement benefit costs was 4.00% as of Deeeib, 2012, a decrease of 75 basis points fronember 31, 2011.

The expected long-term rate of return on pensian pissets is selected by taking into account theatad duration of the plaprojecte
benefit obligation, asset mix and the fact thataissets are actively managed to mitigate risk. wdlde investment types include eq;
investments and fixed income investments. Bothstment types may include alternative investmenthvire permitted to be up to 40%
total plan assets. Pension plan assets are prymadhaged by Russell Investment Corp. (“RusselfBich allocates the assets into spec
Russelldesigned funds as we direct. Each specified Rusadl is then managed by investment managers chHos&ussell. We also eng:
non-Russell related investment managers througedum its role as trustee, to invest pensiom @sasets. The targeted lotegm allocation ¢
our pension plan assets is 60% in equity investsnand 40% in fixed income investments. The expelciegterm rate of return on plan as
determined on this basis was 8.0% for 2012, 20812810. For 2013, we will use an expected long-texta of return of 7.25%.
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These pension and other employee postretiremermfibeosts included in income from continuing opiEnas are expected to increas:
approximately $8.6 million in 2013 from $1.2 millian 2012, primarily due to the effect of the temation of the supplemental retirement p
Lowering the discount rate and the expected l@mgy rate of return each by 0.5% would have in@dabese pension and other emplt
postretirement benefit costs by approximately $0illon and $0.1 million, respectively, in 2012.

The benefit obligations for pensions and other eyg® postretirement benefits exceeded the fairevafuplan assets by $43.3 millior
December 31, 2012. We are required to recognizéutided status of a benefit plan on our balancetsiarket conditions and interest r:
significantly affect future assets and liabilitigfsLoral’s pension and other employee benefits mlan

Stock-Based Compensation

Stockbased compensation cost is measured at the gremtdaed on the fair value of the award and isgieced as expense over
requisite service period. In addition, shagesed payment transactions with nonemployees aasurel at the fair value of the equity instrur
issued. We use the Black-Scholes-Merton optionkpgiecnodel and other models as applicable to es#irttet fair value of these stobase:
awards. These models require us to make signifjcalgiments regarding the assumptions used witldnrtbdels, the most significant of wh
are the stock price volatility assumption, the etpd life of the option award, the riglee rate of return and dividends during the exge
term. Changes in these assumptions could haveexialatpact on the amount of stock-based comp@rsate recognize.

The Company estimates expected forfeitures of shaded awards at the grant date and recognizes osatfmn cost only for those awa
expected to vest. The forfeiture assumption isnately adjusted to the actual forfeiture rate. €fame, changes in the forfeiture assumpi
may impact the timing of the total amount of exgerscognized over the vesting period. Estimatefitores are reassessed in each repc
period and may change based on new facts and citeunces. We emerged from bankruptcy on Novembe2@15, and as a result, we did
have sufficient stock price history upon which tasé our volatility assumption for measuring ourcktbased awards. In determining
volatility used in our models, we considered théatility of the stock prices of selected compariieshe satellite industry, the nature of th
companies, our emergence from bankruptcy and ddwtors. We based our estimate of the averageofifa stockbased award using 1
midpoint between the vesting and expiration dafag. risk-free rate of return assumption for awands based on termmatching, nomina
monthly U.S. Treasury constant maturity rates abefdate of grant. We assumed no dividends duhieg@xpected term.

The SS/L phantom stock appreciation rights proghas been designed to incentivize and reward outoy@es based on the increase
synthetically determined value of SS/L’s equity. 8S/L’'s common stock has not historically been publichdéd and thus does not hay
readily ascertainable market value, its equity @alader the program is derived from a formula tadtulates equity value based on a mul
of Adjusted EBITDA plus cash on hand less debhatend of the relevant year. Each phantom stockeajaion right provides the recipi
with the right to receive an amount equal to theréase in our notional stock price over the basme @t the date of grant multiplied by
number of phantom stock appreciation rights vestethe applicable vesting date. The baseline @i@ach grant date is updated accordingly.

The phantom stock appreciation rights have fixegr@ge dates. As such, the phantom stock apprecidtihts are automatically exerci:
and the value (if any) is paid out on each vestiatg. The phantom stock appreciation rights maseltéeed in Loral stock or cash at our opt
The number of shares of Loral stock to be issuethervesting date is determined by dividing theseadf the phantom stock appreciation rir
by the price per share of Loral stock on the vestiate. Accordingly, the phantom stock appreciatights are accounted for as liability awe
and the value of the awards is adjusted quartenlychanges in the value of the award resulting fiooreases or decreases in actui
forecasted Adjusted EBITDA for the relevant yeaonfpensation expense is recognized ratably overdbeisite vesting period. For
liability retained by Loral, the SS/L notional skogrice was frozen as of December 31, 2011 in cctimrewith the Sale.
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Contingencies

Contingencies by their nature relate to uncertainthat require management to exercise judgmehtihodssessing the likelihood the
liability has been incurred as well as in estimgtine amount of potential loss, if any. We accrarecbsts relating to litigation, claims and ot
contingent matters when, in managemgiopinion, such liabilities become probable andwoeably estimable. Such estimates may be bas
advice from third parties or on managemsrjtidgment, as appropriate. Actual amounts paid difigr from amounts estimated, and s
differences will be charged to operations in theiqaein which the final determination of the liabjl is made. Management considers
assessment of loss contingencies as a criticaluatiog policy because of the significant uncertairglating to the outcome of any poter
legal actions and other claims and the difficulfypoedicting the likelihood and range of the poighntiability involved, coupled with tF
material impact on our results of operations tlwatid result from legal actions or other claims asdessments.

Accounting Standards Issued and Not Yet Implemented
For discussion of accounting standards issued ahgat implemented that could have an impact ors&s,Note 2 to the financial

statements.
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Liquidity and Capital Resources
Loral

As described above, after the Sale, Largdtincipal asset is a 62.8% economic interestaledat. In addition, we have a 56% econt
interest in XTAR and the Land Note of $101 millicFhe operations of Telesat and XTAR are not codatdid but are presented using
equity method of accounting.

Loral has no debt. Telesat has third party delt fiiancial institutions. XTAR has no external deliter than to its LLC member, Hisde
for restructured lease payments on the SpainsatiEatXTAR makes payments of $5 million per yéapay down the outstanding restructt
lease balance. The Company has not provided amfearfor the debt of Telesat or XTAR.

Cash is maintained at Loral, Telesat and XTAR tppsut the operating needs of each respective erifthg ability of Telesat to p.
dividends or certain other restricted payments el a8 consulting fees in cash to Loral is governgdpplicable covenants relating to its
and its shareholder agreement. The ability of XT#Rpay dividends and management fees in cash tal liergoverned by its operati
agreement.

Cash and Available Credit

At December 31, 2012, Loral had $87 million of casid cash equivalents, a note receivable from M&rASL01 million and no debt. T
Companys cash and cash equivalents decreased by $110nmilbm December 31, 2011. The cash decrease d2éihg consisted of $1
million used in operating activities, $1.25 billipnovided by investing activities and $1.26 billiosed in financing activities. A more deta
discussion of these cash changes by activity ides#t in the sections, “Net Cash (Used In) Prodid®y Operating Activities,” Net Cas
Provided By (Used In) Investing Activities,” and éNCash (Used In) Provided By Financing Activities.

The Company does not have a credit facility. ThA S8edit facility was terminated prior to the saleSS/L to MDA on November 2, 20:
All outstanding obligations were settled prior éonbination of the facility.

Cash Management

We have a cash management investment programebks @ competitive return while maintaining a covesive risk profile. Our cas
management investment policy establishes what wewvleeto be conservative guidelines relating toitheestment of surplus cash. The po
allows us to invest in commercial paper, money maflunds and other similar short term investmentisdnes not permit us to engagt
speculative or leveraged transactions, nor dopsrinit us to hold or issue financial instruments tfading purposes. The cash manage
investment policy was designed to preserve cagpitdlsafeguard principal, to meet all of our ligtyidequirements and to provide a compet
rate of return for similar risk categories of intreent. The policy addresses dealer qualificatibsts approved securities, establishes minir
acceptable credit ratings, sets concentration dingefines a maturity structure, requires all firmsafe keep securities on our behalf, req
certain mandatory reporting activity and discussagew of the portfolio. We operate the cash manage investment program under
guidelines of our investment policy and continugusabnitor the investments to avoid risks.

We currently invest our cash in several liquid RrildAA money market funds. The dispersion acrossisureduces the exposure ¢
default at one fund.
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Liquidity

SS/L had $96 million of cash and cash equivalentgbooks at December 31, 2011. SS/tash activity was reflected as a discontil
operation for 2012 pending its sale to MDA on Nobem2, 2012. Excluding SS/L, the Compangash and cash equivalents decreased
$101 million at December 31, 2011 to $87 milliorD&tcember 31, 2012.

At Loral, we expect that our cash and cash equiNsleill be sufficient to fund projected expendésifor the next 12 months. During 2C
our major cash outlays will be the tax paymentmfraximately $35 million associated with the gamthe sale of SS/L and payments ul
our supplemental retirement plan of $18 millionliming the final lump sum distribution resultingofn termination of the plan. Other ¢
outlays will include additional severance paymeadsociated with further reductions of the Corposdddf, long-term incentiveompensatia
funding, the funding of employee benefit prografasding Viasat litigation costs and funding genetakporate expenses. We expect the
will enable us to reduce the annual run rate opom@te expenses, after a transition period, toaqpmately $6 million, excluding costs rela
to the SS/L transaction and net of consulting fees Telesat of $5 million per year. We are alsasidering an additional contribution to
qualified pension plan to reduce the unfunded albilign. Offsetting these expenditures will be theeipt of cash associated with the MDA L
Note of $34 million. In addition to our cash on Hamve believe that, given the substantial valuewaf assets, which include our 62.
economic interest in Telesat and our 56% equitgrest in XTAR, we have the ability, if necessaoyatcess the financial markets for det
equity at the Parent Company. Given the continyocdishnging financial environment, however, thene lba no assurance that Loral woulc
able to obtain such financing on acceptable terms.

Risks to Cash Flow

In the fourth quarter of 2012, we sold our subsidi&S/L, to MDA pursuant to the Purchase Agreementer the terms of the Purch
Agreement, we are obligated to indemnify MDA fo) (Ireclosing taxes; (2) Covered Litigation Costs and &ed Litigation Damages |
such terms are defined in the Purchase Agreemelatjng to the ViaSat lawsuit, subject to certdiaring formulas and caps; and (3) cel
breaches of representations, warranties and cot@rsrbject to certain limitations on survival ¢dims, deductibles and caps. To date, ¢
than with respect to sharing of Covered Litigatidosts (see below), MDA has submitted one claimrfdemnification, which relates to pre-
closing taxes. We intend to vigorously contestuthderlying tax assessment, but there can be noaassuthat we will be successful. Althol
no assurance can be provided, we do not believethig matter will have a material adverse effestaur financial position or results
operations. We have reduced the gain on Sale byxippately $20 million representing the estimateul ¥alue of all potential indemnificati
liabilities as of the closing date of the Sale.

ViaSat, Inc. and ViaSat Communications, Inc. (forpn&nown as WildBlue Communications, Inc.) (colieely, “ViaSat”) have sued SS
and Loral in the United States District Court fbe tSouthern District of California. ViaSatamended complaint alleges, among other tt
that SS/L and Loral directly and indirectly infried;, that SS/L and Loral induced infringement, drat 8S/L contributed to the infringement
certain ViaSat patents in connection with the maauifre of satellites by SS/L for customers othantWiaSat. The amended complaint
alleges that each of SS/L and Loral breached nsciatiure obligations in certain contracts with \éaS/iaSats amended complaint see
among other things, damages (including treble damagth respect to the patent infringement claimgmounts to be determined at trial
to enjoin SS/L and Loral from further infringemeitthe ViaSat patents and breach of contract.

SS/L and Loral have answered ViaSat's complaint asserted defenses to ViaSatlaims and counterclaims seeking a declar
judgment that neither SS/L nor Loral has infringed that they are not infringing the ViaSat patethtst ViaSe's patents are invalid and tha
least certain of ViaSat’ patents are unenforceable due to inequitableumn®S/L has also asserted counterclaims againagat for patel
infringement, alleging, among other things, thaaSat infringed certain SS/L patents in connectidth vts manufacture and sale of cer
satellite communication products and services. $¢bunterclaims seek, among other things, damagglsding treble damages with resy
to at least one of the patent infringement claimg@mounts to be determined at trial and to enjéaat from further infringement of the S
patents. In January 2013, ViaSat's motion for sumymadgment seeking an order declaring that thendan two of SS/LS patents are inval
was denied by the court without prejudice.
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We believe that each of SS/L and Loral has, anihtemd vigorously to pursue, meritorious defenges @unterclaims to ViaSatclaims
There can be no assurance, however, that SS/L’'sLaral’'s defenses and counterclaims will be successful wespect to all or some
ViaSat's claims or that SS/L will prevail with resqi to its assertion that ViaSat has infringed S&tents. We believe that SS/L's and Laral’
conduct was consistent with, and in due regardaioy, applicable and valid intellectual propertyhtigyof ViaSat. Although no assurance ca
provided, we do not believe that this matter wél’e a material adverse effect on our financialtgosbr results of operations.

Under the terms of the Purchase Agreement, Lorabigated to indemnify SS/L for all Covered Littgan Costs and Covered Litigati
Damages (as such terms are defined in the Puréfgasement), subject to certain capped absiring by SS/L, and has retained control o
defense of the lawsuit by ViaSat against SS/L aodhlas well as SS/E’counterclaims against ViaSat in the lawsuit. Urtte terms of tF
Purchase Agreement, following a change of contirdloral, the liability of Loral for Covered Litigain Costs and Covered Litigation Dama
is subject to a dollar cap.

Telesat
Cash and Available Credit

As of December 31, 2012, Telesat had CAD 181 miilldd cash and shoterm investments as well as approximately CAD 14lian of
borrowing availability under its Revolving Facilitas defined below). Telesat believes the unrdstticash and shotérm investments as
December 31, 2012, cash flow from operating adtigjtincluding amounts from customer prepaymemtd,drawings on the available lines
credit under the credit facility will be adequatenteet its expected cash requirements for at thastext 12 months for activities in the nor
course of business, including interest and requprettipal payments on debt.

As of December 31, 2012, Telesatommitments for capital expenditures and opegdtases expected to be paid in 2013 were CA
million and CAD 29 million, respectively. For 201Belesat also expects its payments of principaliatetest on longerm debt (including tt
swaps) to be approximately CAD 280 million. Telesapects to meet its cash needs for fiscal 2018ugir a combination of cash and shor
term investments, cash flow from operations, cémsl from customer prepayments or through borrowiogsvailable lines of credit under
credit facility.

Liquidity

A large portion of Telesat’annual cash receipts are reasonably predictaoiause they are primarily derived from an existiagklog o
longterm customer contracts and high contract reneatakr Telesat believes its cash flows from opeagadictivities, in addition to cash
hand and available credit facilities, will be saféint to provide for its capital requirements aodund its interest and debt payment obligat
for the next twelve months.

The construction of any satellite replacement qra@msion program will require significant capitaperditures. Telesat may choose to in
in new satellites to further grow its business.Ca&sjuired for current and future satellite condinon programs will be funded from some ol
of the following: cash and shamerm investments, cash flow from operating acegticash flow from customer prepayments or thr
borrowings on available lines of credit under thealving facilities. In addition, Telesat may sedirtain satellite assets, and in accordance
the terms and conditions of the senior secureditcfaclities, reinvest the proceeds in replacemsattllites or pay down indebtedness u
those senior secured credit facilities. Subjeantrket conditions and subject to compliance with tirms and conditions of its credit faci
and the financial leverage covenant tests thefi@tgesat may also have the ability to obtain add#lsecured or unsecured financing to
current or future satellite construction. Telesatbility to access these sources of funding, heweas not guaranteed and, therefore, Te
may not be able to fully fund additional replaceireamd new satellite construction programs.
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Debt
Telesat’s debt is as follows:
December 31 December 31

Maturity Currency 2012 2011
(In CAD millions)

Senior Credit Facilities

Revolving credit facility March 28, 201° CAD or USD equivalen — —
The Canadian term loan facili March 28, 201: CAD — 80
Term Loan A March 28, 201" CAD 50C —
The U.S. term loan facilit March 28, 201: UsD — 1,721
Term Loan B- U.S. Facility March 28, 201¢ UsD 1,702 —
The U.S. term loan Il facilit October 31, 201 uUsD — 14¢
Term Loan B- Canadian facility March 28, 201¢ CAD 174 —
6.0% Senior note May 15, 2017 USD 892 —
11.0% Senior note November 1, 201 USD — 707
12.5% Senior subordinated no November 1, 201 USD 21k 222
CAD 3,48t 2,87¢

Less: deferred financing costs, interest rate #@ord
prepayment options (78) (43)
3,407 2,83t
Current portion CAD (32) (87)
Long term portion CAD 3,37t 2,74¢

On March 28, 2012, Telesat entered into a new teggleement arranged withsgndicate of banks which provides for the extensiboredi
under the senior secured credit facilities. Alligations under the credit agreement are guararigetdielesat and certain of its exist
subsidiaries (the “Guarantors'$imultaneously with entering into the credit agream Telesat terminated and paid all outstandinguant
under its previously existing credit facilities, ioh were evidenced by a credit agreement dated @stober 31, 2007.

On April 30, 2012, Telesat announced a tender défieall of its 11% senior notes due November 11200n May 14, 2012, Telesat iss
$700 million of 6% senior notes which mature on M#&y 2017. A portion of the net proceeds of therrfig were used to pay all holders of
11% senior notes due November 1, 2015, who valiehdered such senior notes. All remaining fundsnftbe 6% senior notes offerii
together with cash on hand, were used to fundetdemption of the remaining 11% senior notes neaaly validly tendered and acceptec
purchase pursuant to Telesaténder offer. On October 29, 2012, an additi24I0 million of 6.0% senior notes were issued, Whiave th
same terms and conditions other than issue pritkos® issued on May 14, 2012, and thus also matuiday 15, 2017. The net proceed
the additional offering, together with cash on hawdre used to pay certain indebtedness owed tpriheipal shareholders. The 6% se
notes are subordinated to Telesakisting and future secured indebtedness, inedudbligations under the senior secured creditifigsi, anc
are governed under the 6% senior notes indenture.

The Senior Secured Credit Facilities

The obligations under the credit agreement andjtlaantees of those obligations are secured, subjeertain exceptions, by first prior
liens and security interest in the assets of Telasd the Guarantors. The credit agreement contaivsnants that restrict the ability of Tele
and certain of its subsidiaries to take specifigtibas, including, among other things and subjeatédrtain significant exceptions: creating li¢
incurring indebtedness, making investments, enggiginmergers, selling property, paying dividendggeng into salegeaseback transactio
creating subsidiaries, repaying subordinated debtreending organizational documents. The credi@ment requires Telesat to comply wi
maximum senior secured leverage ratio. The creggiéeament also contains customary affirmative contnand events of default.
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The senior secured credit facilities are compriseithe following facilities:

i — Revolving Credit Facility

The revolving credit facility (“Revolving Facility'is a CAD/$ 140 million loan facility available intlkeer Canadian or U.S. dollars, matui
on March 28, 2017. Loans under the Revolving Rgcliear interest at a floating rate plus an appleanargin of 2.00% for prime rate ¢
Alternative Base Rate (“ABR”) loans and 3% for Bark Acceptance (“BA”and Eurodollar loans. The Revolving Facility cutheras ai
unused commitment fee of 50 basis points. As ofebdrer 31, 2012, other than approximately CAD 0.Baniin drawings related to letters
credit, there were no borrowings under this facilit

ii — Term Loan A Facility

The Term Loan A Facility (“TLA Facility”)is a CAD 500 million loan maturing on March 28, Z0The outstanding borrowings under
TLA Facility currently bear interest at a floatingte of the BA borrowing rate plus an applicablergimaof 3.00%. There were no requi
repayments on the TLA Facility for the year endest&@nber 31, 2012, however, repayments of CAD 2&omiare required for the ye
ending December 31, 2013.

iii — Term Loan B — Canadian Facility

The Term Loan B — Canadian Facility (“Canadian TE&ility”) was initially a CAD 175 million loan maturing on d 28, 2019. As ¢
December 31, 2012, CAD 174 million of the facilityas outstanding, which represents the full amowatlable following mandatol
repayments. The Canadian TLB Facility currentlyrbaaterest at a floating rate of the BA borrowirage, but not less than 1.25%, plus
applicable margin of 3.75%. The mandatory princiigglayments on the Canadian TLB Facility are ¥296fdf the original amount of the lo:
which must be paid on the last day of each quartdrcommenced with the fiscal quarter ended Seme8 2012.

iv — Term Loan B — U.S. Facility

The Term Loan B — U.S. Facility (“U.S. TLB Facilffywas originally a $1.725 billion loan maturing on idha 28, 2019. As at Deceml|
31, 2012, $1.716 billion of the facility was outsting, which represents the full amount availaldbofving mandatory repayments. 1
outstanding borrowings under the U.S. TLB Facilityrently bear interest at a floating rate of LIBOBut not less than 1.00%, plus
applicable margin of 3.25%. The mandatory princiggdayments on the U.S. TLB Facility are ¥4 of 1%haf original amount of the lo:
which must be paid on the last day of each quanidrcommenced with the fiscal quarter ended SepeBly 2012.

Each of the senior secured credit facilities isjacttto mandatory principal repayment requiremenkge maturity date for each of the se
secured credit facilities described above will loeederated if Telesat’ existing 6% senior notes due in 2017 and 12.58ssubordinate
notes due in 2017 or certain refinancing thereefraot repurchased, redeemed, refinanced or defeefede the date that is 91 days prior tc
maturity date of such notes.

In order to hedge its currency risk, Telesat képtcrosssurrency basis swaps to synthetically convert $illlibn of future U.S. dolle
denominated payment obligations to CAD 1.2 billidhe crosszurrency basis swaps are being amortized on aaglyabasis at ¥ of 1% of t
original amount. As of December 31, 2012, the bzdaaf the swaps was CAD 1.2 billion and bears @gkeat a floating rate of Bank
Acceptance plus an applicable margin of approxiips387 basis points.
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6.0% Senior Notes due May 15, 2017

The senior notes, in the amount of $900 milliorarbaterest at an annual rate of 6.0% and are dayg M, 2017. The senior notes incl
covenants or terms that restrict Telesathility to, among other things, (i) incur additid indebtedness, (ii) incur liens, (iii) pay dieitds o
make certain other restricted payments, investmentscquisitions, (iv) enter into certain transac# with affiliates, (v) modify or canc
Telesats satellite insurance, (vi) effect mergers withtheo entity and (vii) redeem the senior notes ptaokMay 15, 2014, in each case sut
to exceptions provided in the senior notes indentur

12.5% Senior Subordinated Notes due November T, 201

The senior subordinated notes in the amount of $8&illfon bear interest at a rate of 12.5% and are tlovember 1, 2017. The sel
subordinated notes include covenants or termsréstict Telesas ability to, among other things, (i) incur addité indebtedness, (ii) inc
liens, (iii) pay dividends or make certain othestrieted payments, investments or acquisitiong,nter into certain transactions with affilia
(v) modify or cancel Telesat'satellite insurance, (vi) effect mergers withtapro entity and (vii) redeem the senior subordidatetes prior t
May 1, 2013, in each case subject to exceptiongged in the senior subordinated notes indenture.

As of December 31, 2012, Telesat was in compliamitie the financial covenants of its credit facilayd the indentures governing its 6
senior notes due in 2017 and 12.5% senior subdedinetes due in 2017.

Debt Service Cost

An estimate of the interest expense is based upsangptions of LIBOR and Bankers Acceptance ratéstla@ applicable margin for t
senior secured credit facilities, the senior nated the senior subordinated notes. Telssastimated interest expense for the year el
December 31, 2013 is approximately CAD 231 million.

Derivatives

Telesat has used interest rate and currency diedgato hedge its exposure to changes in inteetes rand changes in foreign exche
rates.

In order to hedge its currency risk, Telesat hassxurrency basis swaps to synthetically convert $lllion of the U.S. term loan facili
debt into CAD 1.2 billion of debt. Any nocash loss will remain unrealized until this contrigcsettled. The contract matures on Octobe
2014,

At December 31, 2012, Telesat had a series ofiffiiegest rate swaps to fix interest on CAD 1.5idmillof Canadian dollar denominated ¢
at a weighted average fixed rate of 2.63% (exclydipplicable margins) and one interest rate swamtoa fixed rate of 1.46% (exclud
applicable margins) on CAD 300 million of U.S. dolidenominated debt. These contracts mature bet@eter 31, 2014 and Septembel
2016.

Telesat also has embedded derivatives relatedefpapment options included in the senior notes @mibs subordinated notes as wel
interest rate floors included in Telesat's Canadiad U.S. TLB Facilities. The changes in fair vabfehese embedded derivatives are nol
cash. The prepayment options on the senior not@seamor subordinated notes will expire on theapextive maturity dates of May 15, 2!
and November 1, 2017. The interest rate floorsherGanadian and U.S. TLB Facilities will expirethrir respective maturity dates.

Capital Expenditures

Telesat has entered into contracts for constructammch and irerbit insurance of the Anik G1 satellite. As of [@etber 31, 2012, tl
outstanding commitments on these contracts wereogippately CAD 32 million. These expenditures vk funded from some or all of 1
following: cash and cash equivalents, cash flownfroperating activities, cash flow from customerpayments or through borrowings
available lines of credit under the Revolving FagilFor the year ended December 31, 2012, Teleadtcapital expenditures of CAD 1
million as compared to CAD 386 million in the prigear.
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XTAR
In November 2011, Loral and Hisdesat made capitafridutions to XTAR in proportion to their respiget equity interests in XTAR, whit
used the proceeds to repay the convertible lodtigdesat of $18.5 million which included the primei amount and accrued interest. Laral’
capital contribution was $10.4 million.
Contractual Obligations and Other Commercial Commitments
The following table aggregates our contractualgailons and other commercial commitments as of Béee 31, 2012 (in thousands).

Contractual Obligations:

Payments Due by Period?

Less than More than
Total 1 Year 1-3 Years 4-5 Years 5 Years
Lease paymeni® $ 44 $ 445 $ - $ - $ _

(1) Represents future minimum payments under operages.

(2 Does not include our liabilities for uncertain faasitions of $80.7 million. Because the timing ofure cash outflows associated with
liabilities for uncertain tax positions is highlycertain, we are unable to make reasonably reliegtienates of the period of cash settler
with the respective taxing authorities (see Notetdlthe financial statements). Does not includeigalblons for pensions and otl
postretirement benefits, for which we expect to enaknployer contributions of $21.1 million in 20Me also expect to make emplo
contributions to our plans in future yee

Net Cash (Used in) Provided by Operating Activities

Net cash used in operations was $100 million ferytear ended December 31, 2012.

Net cash used in operating activities by continopgrations was $34 million for the year ended Drédwer 31, 2012, consisting primarily
the decrease in our liability for UTPs of $110 ioifl, the decrease in income taxes payable of $#bmand the decrease in accrued expe
and other current liabilities of $5 million, pattaoffset by income from continuing operations wsted for norcash operating items of §
million, the decrease in longrm receivables of $21 million and the increaspeénsion and other postretirement liabilities ofr§lion. The
decrease in long-term receivables was due primtritiie collection of notes receivable from Teldsatonsulting services.

Net cash used in operating activities by discomtthaperations was $67 million for the year endededer 31, 2012.

Net cash provided by operating activities was $38an for the year ended December 31, 2011.

Net cash used in operating activities by continopgrations was $21 million for the year ended Ddwer 31, 2011, consisting primarily

income from continuing operations adjusted for wash operating items of $19 million, the decreastaxes payable of $8 million and
increase in long-term receivables of $3 millionitigdly offset by the decrease in other currene&sand other assets of $10 million.
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Net cash provided by operating activities from digtnued operations was $79 million for the yeateshDecember 31, 2011.
Net cash provided by operating activities was $4fan for the year ended December 31, 2010.

Net cash used in operating activities by continwapgrations was $36 million for the year ended Dewmer 31, 2010, consisting primarily
income from continuing operations adjusted for wash operating items of $25 million, the increasether current assets and other asst
$8 million and the increase in long-term receivaldé$6 million.

Net cash provided by operating activities from digtnued operations was $78 million for the yeateshDecember 31, 2010.
Net Cash Provided by (Used in) Investing Activities

Net cash provided by investiragtivities for the year ended December 31, 2012 $1a85 billion. Net cash provided by investing witigs
from continuing operations was $422 million resgtiprimarily from special cash distributions by 8t of $420 million. Proceeds from
Sale provided cash from discontinued operation$3#3 million, net of transaction costs of $35 roilli Net cash used in other inves
activities by discontinued operations was $108iarill

Net cash used in investing activities for the yeaded December 31, 2011 was $4 millibket cash provided by investing activities ft
continuing operations was $51 million consistingpodceeds of $61 million from the sale of our ietrin the ViaSal- satellite and related 1
assets, partially offset by the additional invesitmaf $10 million in XTAR, representing our 56% shaf an $18 million capital calNet cas
used in investing activities by discontinued opera was $55 million.

Net cash used in investing activities for the yeaded December 31, 2010 was $54 millibket cash used in investing activities fi
continuing operations was $19 million which coresisof capital expenditures for the Canadian broadimsinessNet cash used in investi
activities by discontinued operations was $35 onilli

Net Cash (Used in) Provided by Financing Activities

Net cash used in financing activities for the yeaded December 31, 2012 was $1.26 billion. Net esgd in financing activities
continuing operations was $1.30 billion primarilyedto payment of a special cash distribution of2588llion and a special cash dividenc
$418 million to common shareholders and fundinghs Company of withholding taxes on employee cashiock option exercises of ¢
million, net of proceeds from and excess tax béressociated with exercise of employee stock optiblet cash provided by financi
activities from discontinued operations was $44ianil

Net cash used in financing activities for the yeaded December 31,1 was $23 million, which included $15 million fasithholding
taxes on cashless exercise of employee stock aptimt of proceeds from and excess tax beneficated with exercise of employee st
options and $8 million for the repurchase of therpany’s voting common stock.

Net cash provided by financing activities for theay ended December 31, 2010 was $10 millidet cash provided by financing activit

from continuing operations was $12 million , cotiag of the exercise of stock options, net of wiltting taxesNet cash used in financi
activities by discontinued operations was $2 millio
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Off-Balance Sheet Arrangements

We do not have any offalance sheet arrangements, as defined by theamtesegulations of the SEC, that have or are redsy likely tc
have a material effect on our financial conditichanges in financial condition, revenues or expgnssults of operations, liquidity, cap
expenditures or capital resources. As a resultargenot materially exposed to any financing, ligyidmarket or credit risk that could aris:
we had engaged in these arrangements.
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Other

Operating cash flows for 2012 included contribusiasf approximately $35 million to the qualified p@n plan and approximately
million for other employee posetirement benefit plans. In addition, we made Gepayments relating to the supplemental retiren@an o
$1 million. Operating cash flows for 2011 includezhtributions of approximately $34 million to thaalified pension plan and approxima
$2 million for other employee posttirement benefit plans and benefit paymentsirglab the supplemental retirement plan of appratet
$1 million. Operating cash flows for 2010 includezhtributions of approximately $25 million to thaalified pension plan and approxima
$3 million for other employee posttirement benefit plans and benefit paymentsingdab the supplemental retirement plan of appratety
$1 million. During 2013, based on current estimates expect to contribute approximately $3 millionthe qualified pension plan and exj
to make regular benefit payments for our suppleaiaetirement plan of $1 million, in addition toethump sum payments of $17 mill
related to the termination of the supplementateaient plan. We are also considering an additicoatribution to the qualified pension plar
reduce the unfunded obligation. We expect our fagdor other employee postretirement benefit ptarise insignificant.

Affiliate Matters

Loral has made certain investments in joint vertturethe satellite services business that are atedufor under the equity method
accounting (see Note 8 to the financial statemfmtiirther information on affiliate matters).

Our consolidated statements of operations refleeteffects of the following amounts in income fraiiscontinued operations relatec
transactions with or investments in affiliatesriilions):

Year Ended December 31

2012 2011 2010
(In millions)
Revenue: $ 57.€ $ 140.C $ 137.2
Elimination of Lora’s proportionate share of profits relating to adfidi transaction (16.9) (18.5) (14.9)
Profits relating to affiliate transactions not dliated 9.t 10.4 8.3

Commitments and Contingencies

Our business and operations are subject to a nuaflmgnificant risks, the most significant of whiare summarized in Item 1A Risk
Factors and also in Note 17 to the financial stetes

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk
Loral
Foreign Currency
In the normal course of business, we are subjethdaisks associated with fluctuations in fore@nrency exchange rates. To limit
foreign exchange rate exposure, the Company seelsnominate its contracts in U.S. dollars. If we anable to enter into a contract in |

dollars, we review our foreign exchange exposum, arhere appropriate, derivatives are used to ninrgirthe risk of foreign exchange r
fluctuations to operating results and cash flows. 89 not use derivative instruments for tradingmeculative purposes.
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Interest

During 2012, our excess cash was invested in mora@ket securities; we did not hold any other maatlet securities.

Derivatives

As a result of the use of derivative instrumertte, Company is exposed to the risk that countegsatti derivative contracts will fail to mi
their contractual obligations. To mitigate the cmuparty credit risk, the Company has a policy afieeing into contracts only with carefu
selected major financial institutions based upairtbredit ratings and other factors.

Loral had no derivative instruments as of Decen®iger2012.
Telesat

Foreign Exchange Risk

Telesats operating results are subject to fluctuationa assult of exchange rate variations to the exteat transactions are made
currencies other than Canadian dollars. Approxitpatg% of Telesat revenues for the year ended December 31, 20iaPgea portion of it
expenses and a substantial portion of its indeletesiand capital expenditures were denominatedSndallars. The most significant impac
variations in the exchange rate is on the U.Saddiénominated debt financing. As of December 31, 2@1fRe percent increase (decreas:
the Canadian dollar against the U.S. dollar woldgehincreased (decreased) Telesaet income by approximately CAD 147 million. 1
analysis assumes all other variables, in partidatarest rates, remain constant.

Interest Rate Risk

Telesat is exposed to interest rate risk on ith @awl cash equivalents and its long-term debt, lwhigrimarily variable-ate financing
Changes in the interest rates could impact the atrmfunterest that Telesat is required to pay.

Derivative Financial Instruments

Telesat uses derivative instruments to managexfieseire to foreign currency and interest rate rfi&desats policy is that it does not L
derivative instruments for speculative purposetedat uses, as required, the following instruments:

» forward currency contracts to hedge foreign curyengk on anticipated transactions, mainly relaiethe construction of satellites ¢
interest payments
e cros«-currency basis swaps to hedge the foreign curraskyn a portion of its U.S. dollar denominatedtiand
* interest rate swaps to hedge the interest rateelaked to debt financing which is primarily vdolia rate financing
Item 8. Financial Statements and Supplementary Data
See Index to Financial Statements and Financia®&nt Schedules on page F-1.

Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure

None.
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Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our president and our chief financial officer, ak@aluating the effectiveness of our disclosuretiats and procedures (as defined in R
13a-15(e) and 15d5(e) of the Exchange Act) as of December 31, 20d2e concluded that our disclosure controls amtqufures we
effective and designed to ensure that informatadating to Loral and its consolidated subsidiareguired to be disclosed in our filings un
the Exchange Act is recorded, processed, summaszddeported within the time periods specifiedhia Securities Exchange Commis:
rules and forms. The term disclosure controls anndqrures means controls and other procedures iskaar that are designed to ensure
information required to be disclosed by the issimethe reports that it files or submits under thecliange Act is recorded, proces:
summarized and reported, within the time periodiied in the Commission’rules and forms. Disclosure controls and procesiurclude
without limitation, controls and procedures desijtee ensure that the information required to beldsed by an issuer in the reports that it
or submits under the Exchange Act is accumulateédcammunicated to the issugrmanagement, including its principal executive jpridcipa
financial officers, or persons performing similan€tions, as appropriate to allow timely decisioeggarding required disclosure.

Management’s Report on Internal Control Over Finah&eporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gorting, as such term is definec
Rule 13a15(f) of the Exchange Act. Under the supervisiod wiith the participation of our management, inchgdour president and our ct
financial officer, we conducted an evaluation of #ffectiveness of our internal control over finahceporting based on the framework
forth in Internal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatafrtee Treadway Commission. Ba
on our evaluation under such criteria, our managemencluded that our internal control over finaheceporting was effective as of Decenr
31, 2012.

Our managemerg’assessment of the effectiveness of our inteovgta over financial reporting as of December 3012 has been audit
by Deloitte & Touche LLP, an independent registguablic accounting firm, as stated in its attestatieport which is included below.

Changes in Internal Controls Over Financial Repogti

There were no changes in our internal control dwencial reporting during the quarter ended Decernr@il, 2012 that have materit
affected or are reasonably likely to materiallyeaffour internal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our president and owfdimancial officer, does not expect that our ftisare controls or our internal cont
over financial reporting will prevent or detect afror and all fraud. A control system, no mattewhwell designed and operated, can pro
only reasonable, not absolute, assurance thabtfteot systens objectives will be met. The design of a contyatem must reflect the fact tl
there are resource constraints, and the benefiterdfols must be considered relative to theirsdstirther, because of the inherent limitat
in all control systems, no evaluation of contrais provide absolute assurance that misstatemeatsderror or fraud will not occur or that
control issues and instances of fraud, if any, witthe company have been detected. These inhdraitations include the realities tl
judgments in decisicmaking can be faulty and that breakdowns can ot@gause of simple error or mistake. Controls map die
circumvented by the individual acts of some persbgsollusion of two or more people or by managenwerride of the controls. The des
of any system of controls is based in part on gedasumptions about the likelihood of future eseand there can be no assurance the
design will succeed in achieving its stated goaldeun all potential future conditions. Projectiorisaay evaluation of controls effectivenes
future periods are subject to risks. Over time tiae may become inadequate because of changesditions or deterioration in the degre:
compliance with policies or procedures.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Loral Space & Communications Inc.
New York, New York

We have audited the internal control over finanoéglorting of Loral Space & Communications Inc. antbsidiaries (the “Companygs o
December 31, 2012, based on criteria establishebhtarnal Control — Integrated Frameworiksued by the Committee of Sponso
Organizations of the Treadway Commission. The Camjzamanagement is responsible for maintaining effedtiternal control over financ
reporting and for its assessment of the effectiser@ internal control over financial reportingclided in the accompanying Management’
Report on Internal Control Over Financial Reportif@ur responsibility is to express an opinion oa tbompanys internal control ow
financial reporting based on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight iBogUnited States). Tho
standards require that we plan and perform thetdodbbtain reasonable assurance about whethectigeinternal control over financ
reporting was maintained in all material respe€ar audit included obtaining an understanding ¢érimal control over financial reportir
assessing the risk that a material weakness etésting and evaluating the design and operatifecfeness of internal control based on
assessed risk, and performing such other procedigase considered necessary in the circumstancesbéhNeve that our audit provide
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed by, or under the supemvisf, the companyg’ principa
executive and principal financial officers, or pmrs performing similar functions, and effected e tcompanys board of director
management, and other personnel to provide reaaaburance regarding the reliability of financeporting and the preparation of finan
statements for external purposes in accordance geétierally accepted accounting principles. A comfmiinternal control over financ
reporting includes those policies and proceduras {h) pertain to the maintenance of records thateasonable detail, accurately and fi
reflect the transactions and dispositions of theetsof the company; (2) provide reasonable asser#imat transactions are recorde:
necessary to permit preparation of financial stetes in accordance with generally accepted acaogirrinciples, and that receipts
expenditures of the company are being made onlgcoordance with authorizations of management arettdrs of the company; and
provide reasonable assurance regarding preventitimely detection of unauthorized acquisition, ,usedisposition of the comparg/asse
that could have a material effect on the finansiatements.

Because of the inherent limitations of internaltcolnover financial reporting, including the possit of collusion or improper managemt
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of ¢
evaluation of the effectiveness of the internaltominover financial reporting to future periods abject to the risk that the controls r
become inadequate because of changes in conditiotigt the degree of compliance with the policgeprocedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December 31, 2(
based on the criteria establishedlriternal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatminthe
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolids
financial statements and financial statement sdieeds of and for the year ended December 31, 20fithe Company and our report de
March 1, 2013 expressed an unqualified opinionhasé consolidated financial statements and finhatagéement schedule.

/s/ DELOITTE & TOUCHE LLP

New York, New York
March 1, 2013
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Item 9B. Other Information
None.
PART Il
Item 10. Directors, Executive Officers and Corporate Govence
Executive Officers of the Registrant
The following table sets forth information concengithe executive officers of Loral as of Februaby 2013.

Name Age Position

Avi Katz 54 President, General Counsel and &acty since December 2012. Senior Vice Presidesieél
Counsel and Secretary from January 2008 to Deceftid&t. Vice President, General Counsel and
Secretary from November 2005 to January 2!

Harvey B. Rein 59 Senior Vice President ande€hRinancial Officer since January 2008. Vice Rtest and Controller
from November 2005 to January 20

John Capogrossi 59 Vice President and Contrsitee January 2008. Executive Director, Finanlahning and
Analysis, from October 2006 to January 2008. Aasis€ontroller from November 2005 to October
2006.

John P. Stac 54 Treasurer since December 2012. Assistant TreaBorarNovember 2005 to December 20

Messrs. Katz and Rein were executive officers af Odral and certain of its subsidiaries which filaluntary petitions for reorganizati
under Chapter 11 of the Bankruptcy Code in July3200

The remaining information required under Item 10 b presented in the Compasy2013 definitive proxy statement which is incogter
herein by reference or by amendment to this AnRegdort on Form 10-K.

Item 11. Executive Compensation

Information required under Item 11 will be presenie the Companyg 2013 definitive proxy statement which is incogied herein k
reference or by amendment to this Annual Repoffam 10-K.

Item 12. Security Ownership of Certain Beneficial Owners aiianagement and Related Stockholder Matters

Information required under Item 12 will be presenbe the Companyg 2013 definitive proxy statement which is incogted herein k
reference or by amendment to this Annual Repofamm 10-K.

Item 13. Certain Relationships and Related Transactions, abitector Independence

Information required under Item 13 will be presenie the Companyg 2013 definitive proxy statement which is incogied herein k
reference or by amendment to this Annual Repofamm 10-K.

Item 14. Principal Accountant Fees and Services
Information required under Item 14 will be presenie the Companyg 2013 definitive proxy statement which is incogied herein k

reference or by amendment to this Annual Repoffam 10-K.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) 1. Financial Statemen

Index to Financial Statements and Financial Stat¢i@ehedule

Loral Space & Communications Inc. and Subsidiar

Report of Independent Registered Public Accourfing

Consolidated Balance Sheets as of December 31,&012011]

Consolidated Statements of Operations for the yeaded December 31, 2012, 2011 and
Consolidated Statements of Comprehensive Incomthéoyears ended December 31, 2012, 2011 and
Consolidated Statements of Equity for the yearedrdecember 31, 2012, 2011 and 2

Consolidated Statements of Cash Flows for the yeaded December 31, 2012, 2011 and 2

Notes to Consolidated Financial Statems

(a) 2. Financial Statement Sched

Schedule |

Separate Financial Statements of Subsidiariesarsatidated Pursuant to Rul-09 of Regulation -X

Telesat Holdings Inc. and Subsidiarit

Report of Independent Registered Chartered Accots

Consolidated Statements of Income for the yearseimecember 31, 2012, 2011 and 2

Consolidated Statements of Comprehensive Incomihéoyears ended December 31, 2012, zand 201(
Consolidated Statements of Changes in Shareh’ Equity for the years ended December 31, 2012, 201201
Consolidated Balance Sheets as of December 31,&012011

Consolidated Statements of Cash Flow for the yeaded December 31, 2012, 2(and 201(

Notes to the 2012 Consolidated Financial Statern
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INDEX TO EXHIBITS

Exhibit
Number Description

3.1 Restated Certificate of Incorporation of Loral Sp&Communications Inc. dated May 19, 200¢

3.2 Amended and Restated Bylaws of Loral Space & Conications Inc. dated December 23, 200¢

3.3 Amendment No. 1 to Bylaws of Loral Space & Commatiams dated January 12, 2010(

10.1 Purchase Agreement, dated as of June 28, B9land among Loral Space & Communications [8pace Systems/Loral,
Inc., MacDonald, Dettwiler and Associates Ltd. &dA Communications Holdings, Inc.(2.

10.2 Amendment No. 1 to the Purchase Agreemairtddas of October 30, 2012, by and among Lorat&gaCommunications
Inc., Space Systems/Loral, Inc., MacDonald, De@nd@nd Associates Ltd. and MDA Communications Hadj Inc.(22

10.3 Promissory Note, dated as of November 2226y and between MacDonald, Dettwiler and Assesiatd., as maker, and
Loral Space & Communications Inc., as payee

10.4 Shareholders Agreement, dated as of Oc®&he2007, between Public Sector Pension InvestiBeatd, Red Isle Private
Investments Inc., Loral Space & Communications,lboral Space & Communications Holdings Corporatiooral Holdings
Corporation, Loral Skynet Corporation, John P. @z, Colin D. Watson, Telesat Holdings Inc. (forip@363205 Canada
Inc.), Telesat Interco Inc. (formerly 4363213 Cam#tk.), Telesat and MHR Fund Management LL(

10.5 Consulting Services Agreement, dated asctéligr 31, 2007, by and between Loral Space & Comirations Inc. and
Telesat(2

10.6 Indemnity Agreement, dated as of Octobe2B80y, by and among Loral Space & Communications IFelesat, Telesat
Holdings Inc., Telesat Interco Inc. and Henry Ger@tank) Intven(2

10.7 Acknowledgement and Indemnity Agreementedats of October 31, 2007, between Loral Space &@r@anications Inc.,
Telesat, Telesat Holdings Inc. (formerly 4363205 &#a Inc.), Telesat Interco Inc. (formerly 4363Zk$hada Inc.) and
McCarthy Tétrault LLP(2

10.8 Amended and Restated Registration Rightedment dated December 23, 2008 by and among LpsaaeS&
Communications Inc. and the Persons Listed on ipeaBure Pages Thereof(

10.9 Letter Agreement, dated as of June 30, 2009, byaamahg Loral Space & Communications Inc, MHR Caditartners Maste
Account LP, MHR Capital Partners (100) LP, MHR Ingional Partners LP, MHRA LP, MHRM LP, MHR Insttional
Partners 1l LP, MHR Institutional Partners II1A LRAAMHR Institutional Partners Il LP.(1!

10.10 Partnership Interest Purchase Agreemeeatida¢cember 21, 2007 by and among GSSI, LLC, Gétdnalinc., Loral/DASA
Globalstar, LP, Globalstar do Brasil, SA., Loral/BA do Brasil Holdings Ltda., Loral Holdings LLC, @ial DASA LLC,
LGP (Bermuda) Ltd., Mercedes-Benz do Brasil Ltdé/¢ DaimlerChrysler do Brasil Ltda.) and Loralége &
Communications Inc.(s

10.11 Beam Sharing Agreement, dated as of Jariarg008, by and between Loral Space & Commurminatinc. and ViaSat Inc.

(4)
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Exhibit
Number Description

10.12 Satellite Capacity and Gateway Service &apent dated as of December 31, 2009 between LpeadeS& Communications
Inc. and Barrett Xplore Inc.(1:

10.13 Gateway Facilities Assignment and Assumpfigreement dated as of March 1, 2011 by and betwetesat Canada, Loral
Space & Communications Inc. and Loral Canadian @ayeCorporation(14

10.14 Space Segment Assignment and Assumptioeefgent dated as of March 1, 2011 by and betweasdelOM Limited and
Loral Space & Communications Inc.(1

10.15 Barrett Assignment Agreement dated as atMa, 2011 by and between Telesat IOM Limited bol Space &
Communications Inc.(1<

10.16 Employment Agreement between Loral Space & Comnatiuins Inc. and Michael B. Targoff dated as of Ma28, 2006 an
amended and restated as of December 17, 200!

10.17 First Amendment of Employment Agreemenédats of July 19, 2011 between Loral Space & Comeation Inc. and
Michael B. Targoff(17) -

10.18 Second Amendment of Employment Agreemetetddas of January 17, 2012 between Loral Space @mmications Inc.
and Michael B. Targoff(19)

10.19 General Release dated December 14, 2012 betweah3meice & Communications Inc. and Michael B. Té(g23) T

10.20 Consulting Agreement dated December 14, 2012 betlverl Space & Communications Inc. and MichaeTBrgoff(23)

10.21 General Release and Separation Agreemtst Bacember 14, 2012 between Loral Space & Coneations Inc. and
Richard P. Mastoloni23) £

10.22 Consulting Agreement dated December 142 Petween Loral Space & Communications Inc. andh&id P. Mastoloni( 23)

10.23 Form of Officers’ and Directors’ Indemnédigon Agreement between Loral Space & Communicatian. and Loral
Executives(1) :

10.24 Loral Space Management Incentive Bonus Program fffetbas of December 17, 2008)(E

10.25 Loral Space & Communications Inc. 2005 Stock IneenPlan (Amended and Restated as of April 3, 2@@)3)

10.26 Restricted Stock Unit Agreement dated M&cP009 between Loral Space & Communicationsdnd. Michael B. Targoff
(6) +

10.27 Restricted Stock Unit Agreement dated M&cR010 between Loral Space & Communicationsand. Michael B. Targoff
(13) §

10.28 Restricted Stock Unit Agreement dated M&ck011 between Loral Space & Communicationsdnd. Michael B. Targoff
(15) £

10.29 Form of Director 2009 Restricted Stock Unit Agreeni&3) 1

10.30 Form of Director 2010 Restricted Stock Unit Agreem(&s)
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Exhibit
Number Description

10.31 Form of Director 2011 Restricted Stock Unit Agreen(20)

10.32 Form of Director 2012 Restricted Stock Unit Agreatriet

10.33 Amended and Restated Space Systems/LocalSupplemental Executive Retirement Plan (AmershetlRestated as of
December 17, 2008)(5)

10.34 Loral Savings Supplemental Executive Retiremenh Pdanended and Restated as of December 17, 200B

10.35 Loral Space & Communications Inc. Severance Pdbcyorporate Officers (Amended and restated asugfust 4, 2011)(1¢
t

10.36 Grant Agreement, dated as of May 20, 2b¢Bnd among Telesat Holdings Inc., Telesat Canawta) Space &
Communications Inc., the Public Sector Pensiondtment Board, 4440480 Canada Inc. and Daniel Gaidbé) t

10.37 Grant Agreement, dated as of May 31, 2b¢Bnd among Telesat Holdings Inc., Telesat Canawta) Space &
Communications Inc., the Public Sector Pensiondtment Board, 4440480 Canada Inc. and Michael Bw&dz(16) 3

10.38 Grant Agreement, dated as of May 31, 2b¢Bnd among Telesat Holdings Inc., Telesat Caraatal Space &
Communications Inc., the Public Sector Pensiondtment Board, 4440480 Canada Inc. and Michel GoGetye(16) 1

14.1 Code of Conduct, Revised as of January 17, 2!

21.1 List of Subsidiaries of the Registrar

23.1 Consent of Deloitte & Touche LLF

23.2 Consent of Deloitte & Touche LLF

31.1 Certification of President pursuant to 18 U.S.@380, as adopted pursuant to § 302 of the Sar-Oxley Act of 20021

31.2 Certification of Chief Financial Officer purant to 18 U.S.C. § 1350, as adopted pursuan8@2 ®f the Sarbanes-Oxley Act
of 2002t

321 Certification of President pursuant to 18 U.S.@380, as adopted pursuant to § 906 of the Sar-Oxley Act of 20021

32.2 Certification of Chief Financial Officer purant to 18 U.S.C. § 1350, as adopted pursuan®@® ®f the Sarbanes-Oxley Act
of 2002t

99.1 Articles of Incorporation of Telesat Holdings Irfformerly 4363205 Canada Inc.)(

99.2 By-Law No. 1 of Telesat Holdings Inc. (formerly 436320anada Inc.)(z

99.3 Credit Agreement, dated as of March 28, 20§2nd among Telesat Holdings, Inc., Telesat @anéelesat LLC, the
guarantors party thereto, JP Morgan Chase Bank,, l[dsfadministrative agent, and the other lendanty phereto(24

99.4 Indenture, dated May 14, 2012, with respedtelesat Canada’s 6.0% Senior Notes due 201 7nghelesat Canada, Telesat

LLC, as ccissuer, the guarantors party thereto, and The Bahew York Mellon, as Trustee(2:
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Exhibit
Number Description
99.5 Indenture, dated as of June 30, 2008, arfielepat Holdings Inc., Telesat Canada, Telesatdatc., Telesat LLC, and
certain direct and indirect subsidiaries of Telésaidings Inc., and The Bank of New York, as Tresterespect of the 12.5%
Senior Subordinated Notes Due 2017(
99.6 First Supplemental Indenture, dated as ati&, 2009, among Infosat Communications LP, laf@&mmunications GP
Inc., Telesat Canada, Telesat LLC, and certairctlard indirect subsidiaries of Telesat Holdings ,land the Bank of New
York Mellon (formerly The Bank of New York), as Tstee in respect of the 12.5% Senior Subordinateads\Due 2017 (2¢
101 Interactive Data Files
(101.INS) XBRL Instance Docume
(101.SCH) XBRL Taxonomy Extension Schema Docun
(101.CAL) XBRL Taxonomy Extension Calculation Lirdde Documer
(101.DEF) XBRL Taxonomy Extension Definition Linkdb@Documen
(101.LAB) XBRL Taxonomy Extension Label Linkbase ddmnent
(101.PRE) XBRL Taxonomy Extension Presentation hade Documer
(1) Incorporated by reference from the Comy’s Current Report on Forn-K filed on November 23, 200!
(2) Incorporated by reference from the Com’s Current Report on Forn-K filed on November 2, 200°
(3) Incorporated by reference from the Comy’s Current Report on Forn-K filed December 21, 200°
(4) Incorporated by reference from the Comg’s Current Report on Forn-K filed on January 16, 200
(5) Incorporated by reference from the Comf’s Current Report on Forn-K filed on December 23, 200
(6) Incorporated by reference from the Comf’s Current Report on Forn-K filed on March 10, 200¢
@) Incorporated by reference from the Company’sidal Report on Form 1R-for the fiscal year ended December 31, 2008 fdedMarct
16, 2009
(8) Incorporated by reference from the Company’'sr€nt Quarterly Report on Form 10-Q for the quagteded March 31, 2009 filed on
May 11, 2009
(9) Incorporated by reference from the Comy’s Current Report on Forn-K filed on May 20, 2009
(10) Incorporated by reference from the Comy’s Current Report on Forn-K filed on June 30, 200!
(11) Incorporated by reference from the Comf’s Current Report on Forn-K filed on January 7, 201!
(12) Incorporated by reference from the Comf’s Current Report on Forn-K filed on January 15, 201
(13) Incorporated by reference from the Companyisual Report on Form 1R-for the fiscal year ended December 31, 2009 fiedMarct
15, 2010
(14) Incorporated by reference from the Comy’s Current Report on Forn-K filed on March 3, 2011
(15) Incorporated by reference from the Companyisyal Report on Form 1R-for the fiscal year ended December 31, 2010 fiedMarct
15, 2011
(16) Incorporated by reference from the Comy’s Current Report on Forn-K filed on June 13, 201:
(17) Incorporated by reference from the Comf’s Current Report on Forn-K filed on July 20, 2011
(18) Incorporated by reference from the Companylsréht Quarterly Report on Form 10-Q for the quasteded June 30, 2011 filed on
August 9, 2011
(19) Incorporated by reference from the Comf’s Current Report on Forn-K filed on January 17, 201
(20) Incorporated by reference from the Companyiséal Report on Form 10-K for the fiscal year enBedember 31, 2011 filed on

February 29, 201:
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(21)
(22)
(23)
(24)
(25)
(26)

T
1

Incorporated by reference from the Comf’s Current Report on Forn-K filed on June 28, 201
Incorporated by reference from the Comg’s Current Report on Forn-K filed on November 5, 201.
Incorporated by reference from the Comg’s Current Report on Forn-K filed on December 17, 201
Incorporated by reference from the For-K filed by Telesat Canada on March 29, 2C

Incorporated by reference from the For-K filed by Telesat Canada on May 14, 20

Incorporated by reference from the For-4 filed by Telesat Canada on June 5, 2(

Filed herewith
Management contract or compensatory plan, contraatrangement with directors or named executifiears.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{dye Securities Exchange Act of 1934, the Regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

LORAL SPACE & COMMUNICATIONS INC.

By: /s/AVIKATZ
Avi Katz

President, General Counsel & Secre!
Dated: March 1, 201

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed belptine following persons on behall
the Registrant and in the capacities and on thesdatlicated.

Signatures Title Date
/sl MARK H. RACHESKY, M.D. Director, Non-Executive March 1, 2013
Mark H. Rachesky, M.C Chairman of the Board
/s/ MICHAEL B. TARGOFF Director, Vice Chairman of the Board Marc2013
Michael B. Targofi
/s/ HAL GOLDSTEIN Director March 1, 2013
Hal Goldsteir
/s/ JOHN D. HARKEY, JR Director March 1, 2013
John D. Harkey, J
/s/ ARTHUR L. SIMON Director March 1, 2013
Arthur L. Simon
/s/ JOHN P. STENBI Director March 1, 2013
John P. Stenb
/sl HARVEY B. REIN Senior Vice President and CFO March 1, 2013
Harvey B. Reir (Principal Financial Officer)
/s/ JOHN CAPOGROS¢ Vice President and Controller March 1, 2013
John Capogros! (Principal Accounting Officer)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Loral Space & Communications Inc.
New York, New York

We have audited the accompanying consolidated balsineets of Loral Space & Communications Inc.arbidiaries (the “Companygs
of December 31, 2012 and 2011, and the relatedotidated statements of operations, comprehensivenie, equity, and cash flows for e
of the three years in the period ended Decembe2@l2. Our audits also included the financial stetet schedule listed in the Index at Item 1
(a2)2. These financial statements and financiakstant schedule are the responsibility of the Coiypgamanagement. Our responsibility it
express an opinion on the consolidated financékstents and financial statement schedule basedraaudits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Thc
standards require that we plan and perform thet daodibtain reasonable assurance about whethdimtecial statements are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An @
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetegresent fairly, in all material respects, thmaiicial position of the Company as
December 31, 2012 and 2011, and the results ofpitsations and its cash flows for each of the tiyesgs in the period ended Decembel
2012, in conformity with accounting principles geally accepted in the United States of AmericacAla our opinion, such financial staterr
schedule, when considered in relation to the bamisolidated financial statements taken as a wipoésents fairly, in all material respects,
information set forth therein.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Blo@snited States), the Compasy’
internal control over financial reporting as of Betber 31, 2012, based on the criteria establighidarnal Control —ntegrated Framewol
issued by the Committee of Sponsoring Organizatiohshe Treadway Commission, and our report dateatchl 1, 2013 expressed
unqualified opinion on the Company’s internal cohtiver financial reporting.

/s/ DELOITTE & TOUCHE LLP

New York, New York
March 1, 2013
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LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

December 31

2012 2011
ASSETS
Current assett
Cash and cash equivalel $ 87,37 $ 197,11«
Notes receivabl 34,91" —
Contract-in-process — 159,26
Inventories — 77,30:
Deferred tax asse 4,16¢ 67,07(
Other current assets 2,65¢ 15,03¢
Total current asse 129,10° 515,78
Property, plant and equipment, | 42 203,72.
Long-term receivable 67,33 362,68
Investments in affiliate 62,51° 446,23!
Intangible assets, n — 8,17¢
Long-term deferred tax asse 117,38: 263,36.
Other assets 2,61: 36,18:
Total assets $ 378,99: $  1,836,15
LIABILITIES AND EQUITY
Current liabilities:
Accounts payabl $ $ 90,32:
Accrued employment cos 4,92 59,89’
Customer advances and billings in excess of costpeofits — 227,48
Income taxes payab 34,50¢ —
Other current liabilities 32,08¢ 25,26
Total current liabilities 71,51¢ 402,97(
Pension and other postretirement liabilit 25,17« 311,27:
Long-term liabilities 95,84 174,32!
Total liabilities 192,53: 888,56
Commitments and contingenci
Equity:
Loral shareholde’ equity:
Preferred stock, 0.01 par value; 10,000,000 startfwrized, no shares issued and outstar — —
Common Stock
Voting common stock, 0.01 par value; 50,000,000ehauthorized, 21,416,834 and 21,229,57.
issuec 214 21z
Non-voting common stock, 0.01 par value; 20,000 $ldéres authorized 9,505,673 issued and
outstanding 95 95
Paic-in capital 1,027,26 1,014,72.
Treasury stock (at cost), 154,494 and 136,494 sladreoting common stoc (9,597) (8,400
(Accumulated deficit) retained earnin (794,129 94,30:
Accumulated other comprehensive loss (37,399 (154,47Y)
Total shareholde’ equity attributable to Lore 186,46: 946,45¢
Noncontrolling interest — 1,12¢
Total equity 186,46: 947,58!
Total liabilities and equity $ 378,99: $  1,836,15

See notes to consolidated financial statements
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LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

Year Ended December 31

2012 2011 2010
Selling, general and administrative exper $ (28,779 $ (18,34 $ (29,477
Gain on disposition of net assi — 5,11¢ —
Directors' indemnification expense — — (6,857)
Operating los! (28,779 (13,227 (26,329
Interest and investment incor 1,92¢ 3,14: 1,251
Interest expens (10€) (122) (18%)
Gain on litigation, ne — 4,53t 5,00(
Other expense (261) (6,675 (2,919
Loss from continuing operations before income taas$ equity in net income of affiliat (27,217 (12,346 (23,18))
Income tax benefit (provision) 93,31¢ (41,37Y) 325,14!
Income (loss) from continuing operations beforeityga net income of affiliate 66,10: (53,72) 301,96
Equity in net income of affiliates 34,34( 106,32¢ 85,62¢
Income from continuing operatiol 100,44. 52,60¢ 387,58
Income from discontinued operations, net of taxjgzion 320,64 74,56¢ 99,75:
Net income 421,09: 127,17: 487,34
Net loss (income) attributable to noncontrollinggirest 231 (497) (495)
Net income attributable to Loral common sharehda $ 421,32: $ 126,67 $ 486,841
Net income per share attributable to Loral commuaraholders
Basic
Income from continuing operatiol $ 327 $ 172 % 12.8¢
Income from discontinued operations, net of tax 10.4t 2.41 3.3(C
Net income $ 13.7:  $ 4.1: $ 16.1¢
Diluted
Income from continuing operatiol $ 32z % 154 % 12.4:
Income from discontinued operations, net of tax 10.3¢ 2.3¢ 3.21
Net income $ 13.57 $ 392 $ 15.6°
Weighted average common shares outstani
Basic 30,70 30,68( 30,08t
Diluted 30,99: 31,16¢ 30,88

See notes to consolidated financial statements
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LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands, except per share amounts)

Year Ended December 31

2012 2011 2010

Net income $ 421,09: $ 127,17:  $ 487,34:
Other comprehensive income, net of t

Unrealized gain (loss) on derivativ 1,30¢ 5,44 (13,039

Unrealized (loss) gain on investme (580 (535) 34C

Pos-retirement benefit 115,04. (50,649 (17,257

Proportionate share of Telesat other comprehemsbaene (loss) 1,31:% (12,86¢) (3,049)
Other comprehensive income, net of tax 117,08: (58,607) (32,999
Comprehensive incon 538,17 68,57: 454,34t
Comprehensive loss (income) attributable to norrodimg interest 231 (497) (495)
Comprehensive income attributable to Loral commmareholders $ 538,40: $ 68,078 $ 453,85

See notes to consolidated financial statements
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Balance, January 1, 20

Net income

Other comprehensive lo
Comprehensive incorr
Exercise of stock optior
Shares surrendered to fund
withholding taxes

Tax benefit associated with exerc
of stock options

Stock based compensati
Contribution by noncontrollini
interest

Balance, December 31, 20

Net income

Other comprehensive lo
Comprehensive incomr

Exercise of stock optior

Shares surrendered to fund
withholding taxes

Tax benefit associated with exercis
of stock options

Stock based compensati

Voting common stock repurchased
Balance, December 31, 20

Net income (loss

Other comprehensive incor
Comprehensive incorr

Elimination of noncontrolling intere:
resulting from the Sal

Common dividends declared ($13.
per share

Special distribution declared ($29.
per share

Exercise of stock optior

Shares surrendered to fu
withholding taxes

Tax benefit associated with exercis
of stock options

Stock based compensati

Cash settlement of restricted stock
units

Voting common stock repurchas

Balance, December 31, 20

(In thousands)

LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED STATEMENTS OF EQUITY

Retained Accumulated Shareholder's
\oting Treasury Stock Earnings Other Equity
Shares Paid-In Voting (Accumulated  Comprehensive  Attributable to Noncontrolling Total
Issued Capital Shares Amount Deficit) Loss Loral Interest Equity
20,39: $1,013,79 $ (519,220 $ (62,879 $ 431,99: $ 431,99:
486,84t $ 49t
(32,99
453,85: 454,34t
547 13,99( 13,99t 13,99¢
(13) (2,477) (2,477 (2,477)
412 412 412
2,54¢ 2,54¢ 2,54¢
134 134
20,92¢ 1,028,26: (32,374 (95,879 900,32( 62¢ 900,94¢
126,67 497
(58,60)
68,07t 68,57:
30% 1,05t 1,05¢ 1,05¢
(16,97%) (16,977) (16,97%)
1,19¢ 1,19¢ 1,19¢
1,18( 1,18C 1,18(
13¢  $ (8,400 (8,400) (8,400
21,23( 1,014,72 13€- (8,400 94,30: (154,47 946,45¢ 1,12¢ 947,58!
421,32; (231)
117,08:
538,40¢ 538,17.
(89%) (895)
(417,608 (417,601 (417,601
(892,14) (892,14) (892,14)
16¢ 1,63: 1,63¢ 1,63¢
18 (6,997) (6,997 (6,997)
16,91¢ 16,91¢ 16,91¢
1,151 1,151 1,151
(169) (169) (169)
18 (1,197 (1,192 (1,197)
21,41, $1,027,26 154 $ (959) $ (794,129 $ (37,399 $ 186,46 $ — $ 186,46
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LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Operating activities
Net income
Income from discontinued operations, net of
Adjustments to reconcile net income to net caskl irs@perating activities
Non-cash operating items (Note
Changes in operating assets and liabilit
Long-term receivable
Other current assets and other as
Accounts payabl
Accrued expenses and other current liabili
Customer advance
Income taxes payab
Pension and other postretirement liabilil
Long-term liabilities
Net cash used in operating activit— continuing operation
Net cash (used in) provided by operating activitieliscontinued operations
Net cash (used in) provided by operating activities
Investing activities
Distributions received from affiliat
Proceeds from sale of investments,
Capital expenditure
Proceeds from sale of net ass
Decrease in restricted ca
Investments in and advances to affiliates
Net cash provided by (used in) investing activi— continuing operation
Net cash used in investing activit— discontinued operatior
Cash proceeds from the Sale, net of transactiois c6$35,219
Net cash provided by (used in) investing activities
Financing activities
Special cash distribution pa
Cash dividend pai
Voting common stock repurchas
Proceeds from the exercise of stock opti
Cash settlement of restricted stock u
Funding of withholding taxes on employee cashléssksoption exercise
Excess tax benefit associated with exercise okstptions
Net cash (used in) provided by financing activi— continuing operation
Net cash provided by (used in) financing activitiediscontinued operations
Net cash (used in) provided by financing activities
(Decrease) increase in cash and cash equivz
Cash and cash equivalents — beginning of period
Cash and cash equivalents — end of period

Year Ended December 31

2012 2011 2010
$ 421,09 $ 127,17 $ 487,34:
(320,649 (74,566 (99,75%)
(21,059 (71,43%) (412,47
20,70( (3,145 (5,962
(1,992 10,14+ (7,839
— 41 (212)
(5,447 1,161 1,30:
— 2,50¢
(22,049 (8,282 (1,659
6,16¢ (1,099 (395)
(110,669 (834) 98:
(33,88)) (20,847 (36,159
(66,605 78,83t 78,10;
(100,49:) 57,99« 41,94¢
420,19¢ _ _
1,69¢ — —
(4) (350) (18,679
— 61,48: —
— 625 —
— (10,379 —
421,88 51,37¢ (18,679
(107,779 (55,419 (35,379
932,66 — —
1,246,77. (4,037) (54,057
(892,14 — —
(417,60) — —
(1,662) (7,926 —
1,63¢ 1,05¢ 13,99¢
(16) — —
(6,992) (16,979 (2,477
16,91¢ 1,19¢ 417
(1,300,02) (22,642 11,93(
44.,00( — (2,226)
(1,256,02) (22,642) 9,70¢
(109,742 31,31 (2,404
197,11 165,80: 168,20
$ 87,37( $ 197,11 $ 165,80

See notes to consolidated financial statements
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LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Principal Business

Loral Space & Communications Inc., together with subsidiaries (“Loral,” the “Company,” “we,” “oudnd “us”),is a leading satelli
communications company engaged, through our owiensterests in affiliates, in satelliteased communications services. Prior to compl
of the sale of our wholly-owned subsidiary, Spagst&ns/Loral, LLC (formerly known as Space Systémsl, Inc.) (“SS/L”),we were als
engaged in the satellite manufacturing business."Becent Developments” below.

Recent Developments

On November 2, 2012, Loral completed the sale‘(@ate”) of its wholly-owned subsidiary, SS/L, to MDA Communications Hod, Inc
(“MDA Holdings”), a subsidiary of MacDonald, Dettisir and Associates Ltd. (“MDA”). Pursuant to therghase agreement (th&urchas
Agreement”),dated as of June 26, 2012, as amended on Octop2038P, by and among Loral, SS/L, MDA and MDA Halgs, in a series
transactions described below, Loral received ttagh payments of $967.9 million plus, for the sdleertain real estate used in connection
SS/L’s business, a three-year promissory notedrptincipal amount of $101 million. Transactiontsoglated to the Sale were $35.2 million

Prior to the Sale, SS/L (i) was converted intamwtid liability company, (ii) transferred the restate owned by it to a newly formed limi
liability company (“Land LLC"), {ii) distributed the equity interests in Land LLE the Company, and (iv) issued to Loral promissaries it
an aggregate amount equal to $193.9 million (thiosiig Notes”). The Closing Notes were issued tisBaSS/L's obligations under tl
Purchase Agreement to repay intercompany balanees aral and to pay Loral a cash dividend, whiatluded per diem amounts provided
in the Purchase Agreement. Immediately following ®ale, SS/L repaid the Closing Notes for an aggeegash amount equal to $1¢
million.

At closing of the Sale, Loral received (i) $774 lioih from MDA Holdings for the purchase of the eyuinterests in SS/L and (i)
promissory note, dated November 2, 2012, issuddbp for $101 million (the “Land Note”) for the salsf the equity interests in Land LLC.

The Land Note bears interest at the rate of 1%apaum and amortizes in three equal annual instaténen each March 31, commenc
March 31, 2013. The Land Note is backed by a lettguarantee from Royal Bank of Canada.

Subsequent to the closing of the Sale and purgoghe Purchase Agreement, Loral paid MDA $6.5iomillas a result of the resolution ¢
contingency (see Note 17).

The transaction is taxable, and, for tax purposeated as a sale of assets.

Under the terms of the Purchase Agreement, Loralbigyated to indemnify SS/L for all Covered Litigmn Costs and any Covel
Litigation Damages (as such terms are defined énRbrchase Agreement), subject to certain cappstsbaring by SS/L, and has retai
control of the defense of the lawsuit against S8itl Loral by ViaSat, Inc. as well as S¥/Icounterclaims against ViaSat, Inc. in that law
Under the terms of the Purchase Agreement, follgwanchange of control of Loral, the liability of tab for Covered Litigation Costs a
Covered Litigation Damages is subject to a dol&p.dn addition, Loral is obligated to indemnify/E%or pre-closing taxes.

On November 7, 2012, in connection with the recefgthe proceeds from the Sale, our Board of Daectieclared a special distributior
$29.00 per share for an aggregate distribution8@2%L million. The special distribution was paid @acember 4, 2012 to holders of recor
Loral voting and non-voting common stock as of Naber 19, 2012. In accordance with Losa$tock incentive plan, an equitable adjusti
was made to outstanding stock-based awards tatéfle special distribution. Certain holders otrieged stock units (‘RSUs"vho elected t
receive the special distribution at the $29.00gberre value will receive additional payments tatg$5.3 million on their RSU settlement da
This equitable adjustment had no effect on our alithsted financial statements for the year endecebder 31, 2012.
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LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Description of Business

SS/L designs and manufactures satellites, spadensgsand space system components for commerciag@veinment customers whi
applications include fixed satellite services (“FS$lirect-to-home (“DTH”) broadcasting, mobile eHite services (“MSS”)broadband da
distribution, wireless telephony, digital radio,gial mobile broadcasting, military communicationsgather monitoring and air traf
management.

Subsequent to the sale of SS/L, Loral has one tpgrsegment consisting of satellite based comnatitios services. Loral participate:
satellite services operations through its ownersgttgrest in Telesat Holdings Inc. (“Telesat Holgoghich owns Telesat Canada (“Telesat),
global FSS provider. Telesat owns and leases #itgafteet that operates in geosynchronous eartfit approximately 22,000 miles above
equator. In this orbit, satellites remain in a €éixgosition relative to points on the earth’s sugfand provide reliable, highandwidth service
anywhere in their coverage areas, serving as ttidbae for many forms of telecommunications.

Loral holds a 62.8% economic interest and &%3voting interest in Telesat Holdco (see Note 8§ Mge the equity method of accoun
for our ownership interest in Telesat Holdco.

Loral, a Delaware corporation, was formed on Juhe2R05, to succeed to the business conducted Ipyatiecessor registrant, Loral Sy
& Communications Ltd. (“Old Loral”), which emergdtbm chapter 11 of the federal bankruptcy laws avéimber 21, 2005 (theEffective
Date”) pursuant to the terms of the fourth amerjded plan of reorganization, as modified (the ‘Plaf Reorganization”).

Reclassification to Discontinued Operations

The operations of SS/L, previously reported as shtellite manufacturing operating segment, haven lreelassified as discontint
operations in our statements of operations and ftasis.

2. Basis of Presentation

The consolidated financial statements include #selts of Loral and its subsidiaries and have lpgepared in accordance with accoun
principles generally accepted in the United Stafesmerica (“U.S. GAAP”). All intercompany trans&mhs have been eliminated.

As noted above, we emerged from bankruptcy on Ndreer2l, 2005, and we adopted freshrt accounting as of October 1, 2005
determined the fair value of our assets and ligdsli Upon emergence, our reorganization equityesalas allocated to our assets and liabil
which were stated at fair value in accordance withpurchase method of accounting for business twtibns. In addition, our accumula
deficit was eliminated, and our new equity was rded in accordance with distributions pursuanhtsRlan of Reorganization.

Ownership interests in Telesat and XTAR, LLC (“XTARare accounted for using the equity method of adiognincome and losses
affiliates are recorded based on our beneficigregt. Intercompany profit arising from transacsiovith affiliates is eliminated to the exten
our beneficial interest. Equity in losses of affiés is not recognized after the carrying valuaroinvestment, including advances and loans
been reduced to zero, unless guarantees or othdinfy obligations exist. The Company monitors igslisy method investments for fact
indicating other-thatemporary impairment. An impairment loss would beagnized when there has been a loss in valueeddftiliate that i
other than temporary.

Use of Estimates in Preparation of Financial Statets
The preparation of financial statements in confeymiith U.S. GAAP requires management to make estisiand assumptions that af

the reported amounts of assets and liabilities disdosure of contingent assets and liabilitieshat date of the financial statements anc
amount of income (loss) reported for the periocdtudtresults could differ from estimates.

F-9




Table of Content

LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Substantially all of our satellite manufacturingeaue included in discontinued operations for tharg ended December 31, 2012, 2011
2010 was associated with lobgrm contracts which require significant estimafBsese estimates included forecasts of costs dmedates
estimating contract revenue related to contradbpmiance (including performance incentives) andgbeential for component obsolescenc
connection with londgerm procurements. Changes in estimates were ftijpittae result of schedule changes that affectedopmanct
incentives and penalties, changes in contract sadmnges in new business forecasts that affebtedetel of overhead allocated to a gi
contract and changes in estimates on contractsrasudt of the complex nature of the satellites ufiactured. Changes in estimates v
determined using the cumulative catgh-method, which recognized the cumulative efféahanges in estimates on current and prior pe
in the current period based on a contsacbmpletion percentage. Provisions for lossesomtracts were recorded when estimates deterr
that a loss would be incurred on a contract at detigm. Under firm fixedprice contracts, work performed and products shippere paid fc
at a fixed price without adjustment for actual sosicurred in connection with the contract; acaogtii, favorable changes in estimates
period resulted in additional profit, and unfavdeabhanges in estimates resulted in a reductigrafft or the recording of a loss. For the y«
ended December 31, 2012, 2011 and 2010, cumulatiteh up adjustments related to prior year actiagya result of changes in cont
estimates (decreased) increased income from discewt operations before income taxes by $(9) mmi)li§48 million and $59 milliol
respectively, and diluted earnings per share fr@oohtinued operations by $(0.17), $0.90 and $Iddpectively.

Significant estimates also included the allowarfoegoubtful accounts and lortgrm receivables, estimated useful lives of ounflanc
equipment and finite lived intangible assets, thie ¥alue of stock based compensation, the reaizaif deferred tax assets, uncertain
positions, the fair value of and gains or lossedenivative instruments and our pension liabilities

Cash and Cash Equivalents, Restricted Cash andablaifor Sale Securities

As of December 31, 2012, the Company had $87.4iomilbf cash and cash equivalents. Cash and casivadents include liqui
investments, primarily money market funds, with ondies of less than 90 days at the time of purehasd no redemption limitatiol
Management determines the appropriate classifitatfats investments at the time of purchase anehah balance sheet date. Investmer
publicly traded common stock are classified aslalbe for sale securities. Available for sale sémg are carried at fair value with unreali
gains and losses, if any, reported in accumulatiegr @omprehensive loss.

Concentration of Credit Risk

Financial instruments which potentially subjecttasconcentrations of credit risk consist principatif cash and cash equivalents a
December 31, 2012. Our cash and cash equivalentsantained with high-credit-quality financial fitstions.

Billed Receivables and Long-Term Receivables

Financing receivables as of December 31, 2012 stmukiof the Land Note and notes receivable fronesal for consulting servici
Financing receivables as of December 31, 2011 st@usdf billed and unbilled receivables at SS/Lalhivere included in contracts-proces
and unbilled orbital receivables and notes recdé/ibm Telesat for consulting services which wiaauded in long-term receivables.

We estimate the collectibility of our receivables dssessing the current credit worthiness of easltomer and related aging of past
balances. A billed receivable is considered pastwdoen it remains unpaid beyond its stated biltarghs which can range from 3@ days. W
evaluate specific accounts when we become awaeesittiation where a customer may not be able ta iteeénancial obligations due tc
deterioration of its financial condition, creditirays or bankruptcy. An allowance for doubtful agots is established on a casedage bas
based on the information available to us and isveuated periodically.

Inventories
Inventories as of December 31, 2011 were valu¢dealower of cost or fair value and consisted ppally of parts and subassemblies t

in the manufacture of satellites which had not bgwecifically identified to contracts-in-proces@astwas determined using the first-in-ficait
(FIFO) or average cost method.
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Fair Value Measurements

U.S. GAAP defines fair value as the price that widog received for an asset or the exit price thatlavbe paid to transfer a liability in 1
principal or mostidvantageous market in an orderly transaction ertwearket participants. U.S. GAAP also establighésr value hierarct
that gives the highest priority to observable ispand the lowest priority to unobservable inputse Three levels of the fair value hierarchy
described below:

Level 1:Inputs represent a fair value that is derived fromadjusted quoted prices for identical assetsatilifies traded in active markets
the measurement date.

Level 2:Inputs represent a fair value that is derived fiquoted prices for similar instruments in active ke#s, quoted prices for identi
or similar instruments in markets that are notvastmodelbased valuation techniques for which all significassumptions are observabli
the market or can be corroborated by observabl&ehalata for substantially the full term of theetssor liabilities, and pricing inputs, ot
than quoted prices in active markets included inell&, which are either directly or indirectly obgable as of the reporting date.

Level 3:Inputs are generally unobservable and typicallieotfmanagemers’estimates of assumptions that market participmotsd use i
pricing the asset or liability. The fair values aterefore determined using modbiased techniques that include option pricing mgq
discounted cash flow models, and similar techniques

Assets and Liabilities Measured at Fair Value oRexurring Basis

The following table presents our assets and ligdslimeasured at fair value on a recurring basithGusands):

December 31, 201; December 31, 201
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

Assets
Cash equivalent

Money market fund $ 86,82( $ — 3 — 3 191,48. $ — $ —
Note receivablt

Land Note $ — $ — % 101,00( $ — % — % —
Available-for-sale securitie

Communications industr $ — 3 — % — 3 531 $ — % —
Non-qualified pension plan asst $ — 3 — $ — 3 844 3% — 3 —
Liabilities
Indemnifications

Sale of SS/L $ — 3 — 3 16,52¢ $ — 3 — % —
Derivatives

Foreign exchange contrac $ — 3 — 3 — $ — 3 462: $ —

The carrying amount of cash equivalents approximti value because of the short maturity of thas&uments. The carrying amoun
the Land Note approximates fair value becausetttedsinterest rate is consistent with current marites. The fair value of indemnificatir
related to the sale of SS/L was estimated usingt®@arlo simulation based on the potential prolitgbiveighted cash flows that would b
guarantor’s responsibility in an arsnlength transaction. Included in the above tablefaDecember 31, 2011 are cash equivalents (n
market funds) of $91.0 million and derivative lilities (foreign exchange contracts) of $4.6 milliclated to discontinued operations.
Company does not have any non-financial assetsmfimancial liabilities that are recognized or diss#d at fair value on a recurring basi
of December 31, 2012.
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Assets and Liabilities Measured at Fair Value oNa@n-recurring Basis

We review the carrying values of our equity methmestments when events and circumstances wamant@nsider all available evidet
in evaluating when declines in fair value are otttean temporary. The fair values of our investmearts determined based on valua
techniques using the best information available amay include quoted market prices, market compesaland discounted cash fl
projections. An impairment charge is recorded wihencarrying amount of the investment exceedsuitseat fair value and is determined tc
other than temporary.

Property, Plant and Equipment

Property, plant and equipment are generally statedst less accumulated depreciation and amadizais of October 1, 2005, we adog
freshstart accounting and our property, plant and egaipnowned as of that date were recorded at theivédues. Depreciation is provid
primarily on accelerated methods over the estimasedul life of the related assets. Leasehold im@neents are amortized over the shortt
the lease term or the estimated useful life ofithgrovements. Below are the estimated useful lafesur property, plant and equipment a
December 31, 2012:

Years
Leasehold improvements 2to 17
Equipment, furniture and fixture 5to 10

Costs incurred in connection with the constructord deployment of Loral’'s portion of the ViaSlasatellite and related equipment w
capitalized until these assets were sold in ApPLR (see Note 8). Such costs included direct contrasts, allocated indirect costs, lau
costs, launch and in-orbit insurance costs angdosigateway services equipment.

Intangible Assets

Intangible assets as of December 31, 2011 congisiterily of internally developed software andtrology and trade names all of wt
were recorded at fair value in connection with sldg@ption of freststart accounting. The fair values were calculatsédgiseveral approact
that encompassed the use of excess earnings,freliefroyalty and the build-up methods. The exasm®ings, relief from royalty and builgs
approaches are variations of the income approahb. iicome approach, more commonly known as theodiged cash flow approa
estimates fair value based on the cash flows thaiksaet can be expected to generate over its uefutlentifiable intangible assets with fin
useful lives were amortized on a straight-line asier the estimated useful lives of the assets.

Valuation of Long-Lived Assets

Longdived assets of the Company are reviewed for inmpait whenever events or changes in circumstandiésabe that the net carryi
amount of the asset may not be recoverable. Ineamiiom with such review, the Company alsceveduates the periods of depreciation
amortization for these assets. Recoverability setssto be held and used is measured by a comparsthe carrying amount of an asse
undiscounted future net cash flows expected todreigted by the asset. If such assets are corgittefge impaired, the impairment to
recognized is measured by the amount by whichahging amount of the assets exceeds their faireval

Contingencies

Contingencies by their nature relate to uncertaithat require management to exercise judgmehtihodssessing the likelihood the
liability has been incurred as well as in estimgtine amount of potential loss, if any. We accrarecbsts relating to litigation, claims and ot
contingent matters when such liabilities becoméabte and reasonably estimable. Such estimatesombgsed on advice from third partie
on managemerg’judgment, as appropriate. Actual amounts paid diffigr from amounts estimated, and such differenedl be charged 1
operations in the period in which the final deteration of the liability is made.

Revenue Recognition

Revenue from satellite sales under long-term figgde contracts was recognized using the cost-#b-percentage-afompletion methc
and is included in income from discontinued operatiin our consolidated statements of operatioeseRue includes the basic contract
and estimated amounts for penalties and performammmmntives, including estimated orbital incentivdiscounted to their present value
launch date. Costs include the development efémptiired for the production of high-technology déts, nonrecurring engineering and des
efforts in early periods of contract performancewell as the cost of qualification testing reqoiests.
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Revenue under cos¢imbursable type contracts was recognized as c@ste incurred and is included in income from diggauec
operations; incentive fees were estimated and rézed over the contract term.

Losses on contracts were recognized in income fitmmontinued operations when determined. Revisionsofit estimates were reflect
in income from discontinued operations in the peiio which the conditions that required the revisilecame known and were estimable
accordance with industry practice, contractginoeess as of December 31, 2011 included unbilleduats relating to contracts and progr
with long production cycles, a portion of which magt have been billable within one year.

Research and Development

Research and development costs, which were expassiedurred, were $20.1 million, $34.2 million &itb.9 million, for 2012, 2011 a
2010, respectively, and were included in incomenfidiscontinued operations in our consolidated states of operations.

Derivative Instruments

Derivative instruments are recorded at fair valdbanges in the fair value of derivatives that hagen designated as cash flow hed
instruments are included in the “Unrealized gainscash flow hedgesds a component of other comprehensive loss in ¢thenapanyin
consolidated statements of equity to the exteth®feffectiveness of such hedging instruments ankhssified to income in the same perio
periods in which the hedge transaction impactsrimecAny ineffective portion of the change in faswe of the designated hedging instrum
is included in the consolidated statements of djzers. Changes in fair value of derivatives tha& ot designated as hedging instrument
included in the consolidated statements of oparat{see Note 16).

Stock-Based Compensation

Stockbased compensation expense is measured at thedgtarthased on the fair value of the award, anddbeis recognized as expe
ratably over the award’s vesting period. We useBlaek-Scholes-Merton optiopricing model and other models as applicable tonage the
fair value of these awards. These models requir® usake significant judgments regarding the asgiomg used within the models, the
significant of which are the stock price volatiliagsumption, the expected life of the award, thlefree rate of return and dividends during
expected term.

The Company estimates expected forfeitures of shaded awards at the grant date and recognizes osatfmn cost only for those awa
expected to vest. The forfeiture assumption isnately adjusted to the actual forfeiture rate. €fame, changes in the forfeiture assumpi
may affect the timing of the total amount of expenscognized over the vesting period. Estimatefkitores are reassessed in each repc
period and may change based on new facts and citences. We emerged from bankruptcy on Novembe2@15, and as a result, we did
have sufficient stock price history upon which tasé our volatility assumption for measuring ourcktbased awards. In determining
volatility used in our models, we considered théatility of the stock prices of selected compariieshe satellite industry, the nature of th
companies, our emergence from bankruptcy and ddlctors in determining our stock price volatilitfe based our estimate of the average
of a stock-based award using the midpoint betwienvesting and expiration dates. Our fide rate of return assumption for awards
based on ternmatching, nominal, monthly U.S. Treasury constaatumty rates as of the date of grant. We assuneedividends during tt
expected term.

SS/L phantom stock appreciation rights that arecetqul to be settled in cash or that contain argatiin to issue a variable numbe
shares based on the financial performance of S&/klassified as liabilities in our consolidatedalnae sheets.

Deferred Compensation

Pursuant to the Plan of Reorganization, we enteteddeferred compensation arrangements for cekiynemployees that generally ves
over four years. The initial deferred compensatevards were calculated by multiplying $9.44 by thenber of shares of common st
underlying the stock options granted to these kepleyees (see Note 13). We accreted the liabhitgugh charges to expense over the ve
period. The value of the deferred compensatioreemed or decreased depending on stock price penfieerwithin a defined range, until
occurrence of certain events, including the exerofsthe related stock options. No deferred comgiims was charged or credited to expen:
2012, 2011 and 2010 because the maximum award timeleleferred compensation plan was reached in 2089maintained throughout 20
2011 and 2012. In connection with the Sale, litibgirelated to deferred compensation arrangenveithsSS/L employees were retained
SS/L. All remaining deferred compensation arrangesiexpired in December 2012, resulting in cashmts in 2012 of $6.0 million, pl
interest. As of December 31, 2011, other currettilities in our consolidated balance sheet inaudeferred compensation liabilities of ¢
million of which $2.7 million related to discontiad operations.
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Income Taxes

Loral Space & Communications Inc. and its subsidfaare subject to U.S. federal, state and locadrire taxation on their worldwi
income and foreign taxation on certain income feources outside the United States. Telesat is cluioj@ax in Canada and other jurisdictic
and Loral will provide in operating earnings anydgidnal U.S. current and deferred tax requireddstributions received or deemed tc
received from Telesat. Deferred income taxes retlee future tax effect of temporary differenceswmen the carrying amount of assets
liabilities for financial and income tax reportiagd are measured by applying anticipated statugoryates in effect for the year during wt
the differences are expected to reverse. Defemeddsets are reduced by a valuation allowandeetextent it is more likely than not that
deferred tax assets will not be realized.

The tax effects of an uncertain tax position (“UTRiken or expected to be taken in income tax mstare recognized only if it igyfore
likely-than-not”to be sustained on examination by the taxing aiitesy based on its technical merits as of the i date. The tax benel
recognized in the financial statements from sugbosition are measured based on the largest bahatithas a greater than fifty perc
likelihood of being realized upon ultimate settletheThe Company recognizes potential accrued isteaad penalties related to UTP:
income tax expense on a quarterly basis.

The Company recognizes the benefit of a UTP in ledod when it is effectively settled. Previouslgcognized tax positions
derecognized in the first period in which it islnager more likely than not that the tax positioould be sustained upon examination.

Earnings per Share

Basic earnings per share are computed based ugomvefghted average number of shares of voting amdvating common stoc
outstanding during each period. Shares of wating common stock are in all respects identicaamnd treated equally with shares of va
common stock except for the absence of voting sighther than as provided in LomlAmended and Restated Certificate of Incorpor
which was ratified by Lora$ stockholders on May 19, 2009). Diluted earningisghare are based on the weighted average nurhbleam@s ¢
voting and nonroting common stock outstanding during each peraijijsted for the effect of outstanding stock aptiand unvested restric
stock units, restricted stock and SS/L phantomksémpreciation rights.
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Additional Cash Flow Information
The following represents non-cash activities argbfemental information to the consolidated statasefcash flows (in thousands):

Year Ended December 31,

2012 2011 2010
Non-cash operating item
Equity in net income of affiliate $ (34,340 $ (106,329 $ (85,629
Deferred taxe 22,00: 40,46¢ (328,220)
Depreciation and amortizatic 62 11t 17¢
Stock based compensati 1,07z 1,06(C 1,42
Gain on disposition of net assi — (6,919 —
Amortization of prior service credit and actuat@ds (8,229 25( 68
Unrealized gain on nonqualified pension plan as (10¢) (157) (295)
Gain on disposition of availat-for-sale securitie (202 — —
Loss (gain) on foreign currency transactions andreats (1,316 71 —
Net nor-cash operating items-continuing operations $ (21,059 $ (71,43Y) $  (412,47)
Non-cash operating items — discontinued operations $ (346,37) $ 69,20¢ $ 32,96¢
Non-cash investing activitie
Note received from land sale $ 101,00( — 3 _
Capital expenditures incurred not yet paid-discargd operations $ — 7,766 $ 2,78:

Non-cash financing activities
Contributions by noncontrolling interest $ — % — % 134

Repurchase of voting common stock not yet paid $ —  $ 472 $ _

Capitalized lease obligation-discontinued operation $ —  $ 2,247 % _
Supplemental informatiot

Interest paid-continuing operations $ 106 $ 145 $ 182

Interest paid — discontinued operations $ 1,841 $ 1,50¢ $ 1,80¢

Tax payments, net $ 122 $ 5937 $ SIS

Recent Accounting Pronouncements

In February 2013, the FASB issued ASU No. 2013@@nprehensive Income (ASC Topic 22®eporting of Amounts Reclassified Ot
Accumulated Other Comprehensive Incc. ASU No. 201332 requires an entity to provide information abth& amounts reclassified out
accumulated other comprehensive income by compoheatdition, an entity is required to presenthei on the face of the statement wil
net income is presented or in the notes, signifie@mounts reclassified out of accumulated otherpretmensive income by the respective
items of net income. The guidance, effective f@ @ompany on January 1, 2013, requires changesegemtation only and will not havi
significant impact on our consolidated financiatsments.

In June 2011, the FASB issued ASU No. 2011@&nprehensive Income (ASC Topic 220) - Presentafi@omprehensive IncomeASU
No. 201:-05 eliminates the option to present the componehtgiher comprehensive income as part of the statemf equity and requires
entity to present the total of comprehensive incotlme components of net income, and the compomdmther comprehensive income eithe
a single continuous statement of comprehensiveniec@r in two separate but consecutive statemdrts. amendments are effect
retrospectively for fiscal years, and interim pddowithin those years, beginning after December208,1. The guidance, effective for
Company on January 1, 2012, requires changes septaion which have been included in our constaiifinancial statements.

In May 2011, the FASB issued ASU No. 2011-Bdijr Value Measurement (ASC Topic 82@mendments to Achieve Common Fair V
Measurement and Disclosure Requirements in U.S.RG@0d IFRS. ASU No. 201104 amends current fair value measurement and dise
guidance to include increased transparency aroahdtion inputs and investment categorization. Ghe&nges to the ASC as a result of
update are effective prospectively for interim aathual periods beginning after December 15, 20tis §uidance was adopted by
Company on January 1, 2012 and did not have afisigni impact on our consolidated financial statatee
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3. Discontinued Operations

As a result of the Sale, (see Note 1), we haveassifled SS/LS operations as discontinued operations in our atmladed financie
statements for the years ended December 31, 2012,dhd 2010.

The following is a summary of SS/L’s assets anblilikes disposed of on November 2, 2012 (in thows:

November 2,
2012

Assets
Current assel $ 389,88:
Property, plant and equipment, | 217,90!
Long-term receivable 352,29¢
Other assets 72,49¢
Total assets $ 1,032,58.
Liabilities
Current liabilities $ 453,30:
Pension and other postretirement liabili 244,12:
Long-term liabilities 28,49¢
Total liabilities $ 725,91t

The following is a summary of SS/L’s financial imfieation included in income from discontinued opiersg (in thousands):

Year Ended December 31

2012 2011 2010
Revenue! $ 940,34 $ 1,107,36! $ 1,158,98
Operating incom: 3,441 106,66: 106,93!
Income before income tax 22,167 122,33t 116,27"
Income tax provision (10,157 (47,770 (16,527
Net income 12,01( 74,56¢ 99,75:
Gain on Sal¢ 576,09( — —
Income tax provision on Sale (267,45)) — —
Gain on Sale, net of tax 308,63 — —
Income from discontinued operations, net of tax $ 32064 $ 74566 $ 99,75
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4. Accumulated Other Comprehensive Loss

The components of accumulated other comprehensss ihet of tax, are as follows (in thousands):

Balance at January 01, 20
Period Change

Balance at December 31, 20
Period Change
Balance at December 31, 20
Period Change

Balance at December 31, 2012

Proportionate

Share of Accumulatec

Unrealizec Telesat Othe Other
Gains(losses Postretiremer Comprehensiv. Comprehensiv

Derivatives on Investmen Benefits Loss Loss
$ 6,28 $ 77t $ (64,79¢) $ (5,139 $ (62,87¢)
(13,039 34C (17,25 (3,049 (32,999
(6,759 1,11¢ (82,047 (8,189 (95,877
5,44 (53E) (50,64¢) (12,86¢) (58,607)
(1,306 58C (132,69 (21,059 (154,479
1,30¢ (580) 115,04 1,31 117,08:
$ — $ — $ (17,659 $ (19,74) $ (37,399
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The activity in other comprehensive income (losg) eelated income tax effects were as follows imusands):

Year ended December 31, 201

Post Retirement Benefit

Net actuarial losses and prior service cre

Amortization of prior service credits and net acialdoss

Amount reclassified to statement of operations ugisposition of SS/L
Post Retirement Benefits

Proportionate share of Telesat Holdco other conmgrsive income (loss)

Derivatives:

Unrealized loss on foreign currency hed

Less: reclassification adjustment for loss includedet income
Amount reclassified to statement of operations uglisposition of SS/L
Net unrealized gain on derivativ

Available-for-sale securities

Unrealized loss on availal-for-sale securitie

Less: reclassification adjustment for gain includedet income
Net unrealized loss on securit

Other comprehensive income

Year ended December 31, 201

Post Retirement Benefit

Net actuarial losses and prior service cre
Amortization of prior service credits and net acialdoss
Post Retirement Benefits

Proportionate share of Telesat Holdco other congsive loss

Derivatives:

Unrealized loss on foreign currency hed

Less: reclassification adjustment for loss includedet income
Net unrealized gain on derivativ

Unrealized loss on available-for-sale securities
Other comprehensive loss

Year ended December 31, 201

Post Retirement Benefit

Net actuarial losses and prior service cre
Amortization of prior service credits and net acialdoss
Post Retirement Benefits

Proportionate share of Telesat Holdco other congnsive loss

Derivatives:

Unrealized loss on foreign currency hed

Less: reclassification adjustment for gain includedet income
Net unrealized loss on derivativ

Unrealized gain on available-for-sale securities
Other comprehensive loss

Before-Tax  Tax (Expense  Net-of Tax
Amount Benefit Amount

$ 2,96: $ (1,299 $ 1,66¢

5,12( (2,067 3,05:

123,37: (13,05¢) 110,32:

131,45¢ (16,41) 115,04:

2,141 (828 1,31

(699) 27¢ (41%)

6,50z (2,617 3,891

63€ (2,809 (2,170

6,447 (5,147 1,30¢

(78) (42 (120)

(276 (189 (460

(359) (22€) (580

$ 139,69: $ (22,619 $  117,08:

$ (85,59 $ 34,42: $ (51,179)

87¢€ (352 524

(84,720) 34,07: (50,649

(21,51) 8,651 (12,866

(8,827 3,54¢ (5,272

17,93¢ (7,21¢6) 10,71¢

9,11« (3,667%) 5,447

(89%) 36C (53%)

$ (98,019 $ 39,41¢ $ (58,607

$ (27,89) $ 11,25 $ (16,63))

(1,029 41t (619

(28,920 11,66¢ (17,25

(5,107 2,052 (3,049

(15,790 6,36¢ (9,42%)

(6,059 2,441 (3,619

(21,844 8,80¢ (13,03%)

57C (230 34C

$ (55,299 $ 22,30( $ (32,999
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5. Contracts-in-Process and Long-Term Receivables
Contracts-in-Process
All contracts-in-process were purchased by MDAdnmection with the Sale.

Contracts-in-process as of December 31, 2011 wempdsed of the following (in thousands):

December 31

2011

U.S. government contract
Amounts billed $ 34
Unbilled receivables 1,317
1,34t

Commercial contract:

Amounts billed 107,88t
Unbilled receivables 50,03(
157,914
$ 159,26
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As of December 31, 2011, billed receivables wedeiced by an allowance for doubtful accounts of $0ilfion.

Unbilled amounts included recoverable costs anduackcprofit on progress completed, which had nenbiglled. Such amounts were bil
in accordance with the contract terms, typicallpmushipment of the product, achievement of conticinilestones, or completion of
contract and, at such time, were reclassified ltecreceivables.

Long-Term Receivables

Orbital receivables and deferred receivables warehased by MDA in connection with the Sale. Wdeated notes receivable, includ
interest, from Telesat of $24.1 million in Octol2er12.

Billed receivables relating to lonigrm contracts were expected to be collected withia year. As of December 31, 2011, we clas:
deferred billings and the orbital receivable comgrarof unbilled receivables expected to be colettieyond one year as long-term. Fre&-
fair value adjustments relating to lotgrm receivables were amortized using the effedtiterest method over the life of the related @
stream (see Note 9).

Receivable balances related to satellite orbitzitive payments, deferred billings, the Land Neteivable (see Note 1) and the Idegr
portion of the Telesat consulting services fee ($ete 19) as of December 31, 2012 and 2011 arepted below (in thousands):

December 31

2012 2011

Orbital receivable $ — % 354,85.
Deferred receivable — 1,97:
Land Note receivabl 101,00( —
Telesat notes receivable for consulting services 1,25( 20,70(

102,25( 377,52!
Less: current portion (34,91)) (14,83Y)
Long-term receivables $ 67,33 $ 362,68

The current portion of long-term receivables aBDetember 31, 2011 was included in contracts-ingssc

Receivable balances related to Land Note receivabtethe Telesat consulting services fee (see M®Yeas of December 31, 2012
scheduled to be received as follows (in thousands)

Long-Term
Receivables
2013 $ 34,917
2014 33,66
2015 33,66¢
102,25(
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Financing Receivables

The following summarizes the age of financing reables that had a contractual maturity of over pear as of December 31, 2012
thousands):

Financing
Receivables More
Subject To 90 Days or Than 90
Total Aging Current Less Days
Land Note $ 101,00 $ 101,000 $ 101,000 $ — 3 —

The following summarizes the age of financing reables that have a contractual maturity of over pe& as of December 31, 2011
thousands):

Financing
Receivables More
Subject To 90 Days or Than 90
Total Unlaunched Launched Aging Current Less Days
Satellite Manufacturing:
Orbital Receivables
Long term orbitals $ 340,01! $ 141,51t $ 198,49 $ 198,49 $ 198,49° $ — —
Short term unbille 11,37( — 11,37( 11,37( 11,37( — —
Short term billed 3,467 — 3,467 3,467 1,08¢ — 2,38:
354,85: 141,51 213,33¢ 213,33¢ 210,95: — 2,38
Deferred Receivables 1,97: — — 1,97: 1,97: — —
Consulting Services:
Telesat receivable 20,70( — — 20,70( 20,70( — —
377,52! 141,51 213,33¢ 236,00 233,62: — 2,38
Contracts-in-Process:
Unbilled receivable 39,97 39,97 — — — _ _
Total financing receivable $ 417,49¢ $ 181,48¢ $ 213,33 $ 236,000 $ 233,62: $ = $ 2,38¢

Billed receivables of $104.5 million as of DecemBér 2011 (not including billed orbital receivablefs$3.5 million) have been excluc
from the table above as they have contractual ritisiof less than one year.

Long term unbilled receivables included satellitbi@l incentives related to satellites under cargtion of $141.5 million as of Deceml|
31, 2011. These receivables were not includechimniting receivables subject to aging in the tabtesa since the timing of their collection v
not determinable until the applicable satellitenietu Contracts-iprocess included $40.0 million as of December 311120f unbille(
receivables that represented accumulated incuosts @and earned profits net of losses on contiagisocess that had been recorded as
but had not yet been billed to customers. Theseivables were not included in financing receivaldebject to aging in the table above s
the timing of their collection was not determinablil the contractual obligation to bill the custer was fulfilled.

We assign internal credit ratings for all our caséos with financing receivables. The credit wordlss of each customer is based
public information and/or information obtained ditly from our customers. We utilize credit ratingbere available from the major cre
rating agencies in our analysis. We have therefssigned our rating categories to be comparabtease used by the major credit ra
agencies. Credit risk profile by internally assigmatings, consisted of the following (in thousgnds
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December 31, December 31,
Rating Categories 2012 2011
A/BBB $ 101,000 $ 41,60
BB/B — 246,37.
B/CCC — 94,15¢
Customers in bankruptc — 39,30"
Other — (3,949
Total financing receivables $ 101,00¢ $ 417,49t

6. Inventories
All inventories were purchased by MDA in connectigith the Sale.
Inventories were comprised of the following (in tisands):

December 31

2011
Inventorie-gross $ 110,08
Impaired inventory (31,360
78,721
Inventories included in other assets (1,426
$ 77,30

The Company recorded an inventory impairment chafd@.3 million for the year ended December 311, ®€elated primarily to longermr
inventories. These charges are included in incaora fliscontinued operations.

7. Property, Plant and Equipment
Property, plant and equipment consists of (in taads):

December 31

2012 2011

Land and land improvemer $ — 3 27,03¢
Buildings — 69,18:
Leasehold improvemen 1,91: 16,69¢
Equipment 55E 182,98
Furniture and fixture 73 31,41:
Construction in progress — 25,82¢
2,541 353,14:

Accumulated depreciation and amortization (2,499 (149,419
$ 42 3 203,72.

Substantially all property, plant and equipment waschased by MDA in connection with the Sale. lerop plant and equipment, net.
$203.6 million as of December 31, 2011 was reltediscontinued operations.

Depreciation and amortization consists of (in tleous):

Year Ended December 31

2012 2011 2010
Total depreciation and amortizati $ 2553¢ $ 29,51( $ 25,75¢
Depreciation and amortization included in incomafrdiscontinued operations 25,47¢ 29,39¢ 25,577
Depreciation and amortization included in incomafrcontinuing operations $ 62 $ 115 $ 17¢
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Depreciation and amortization expense includeddome from continuing operations for the years dridecember 31, 2012, 2011 and 2010
represent amounts related to Loral’s corporateeffi

8. Investments in Affiliates
Investments in affiliates consist of (in thousands)

December 31

2012 2011
Telesat Holdings Inc $ — 3 377,24
XTAR, LLC 62,517 68,99
$ 62,517 $ 446,23!

Our investment in Telesat Holdco has been reduzedrb as of December 31, 2012, as discussed below.
Equity in net income of affiliates consists of {fousands):

Year Ended December 31

2012 2011 2010
Telesat Holdings Inc $ 40,81 $ 114,47¢ $ 92,79¢
XTAR, LLC (6,472 (6,68)) (6,99))
Other — (1,46¢€) (182)
$ 34,34(  $ 106,32¢ $ 85,62¢

Equity in net income of affiliates for the year eddDecember 31, 2011 includes a charge of $1.5omilb reduce the carrying value of
investment in an affiliate to zero based on ouedrination that the investment has been impairedtta® impairment is other than temporary.

Income from discontinued operations in our constéd statements of operations reflects the effaictie following amounts related
SS/L’s transactions with our affiliates (in thoudahn

Year Ended December 31

2012 2011 2010
Revenue! $ 57,57. $ 139,96( $ 137,24.
Elimination of Lora’s proportionate share of profits relating to adfii transaction (16,917 (18,499 (14,739
Profits relating to affiliate transactions not dlimated 9,51z 10,41 8,29/

The above amounts related to transactions withiaaés exclude the effect of Loral’'sale to Telesat in April 2011 of its portion bE
payload on the ViaSdt-satellite and related net assets. As a restifti®fale to Telesat, Loral received a $13 milkafe premium and revers
$5 million of cumulative intercompany profit elinations that were recorded when the satellite waggHwuilt for Loral. This combined bene
was reduced by the $11 million elimination of th@tpn of the benefit applicable to Loralinterest in Telesat, which has been reflectea
reduction of our investment in Telesat, and theaiaing $7 million has been reflected as a gain onamnsolidated statement of operat
including $1.8 million in income from discontinuegerations for the year ended December 31, 2011.

Equity in net income of affiliates for the year eddDecember 31, 2012 included $4.6 million of gsofireviously eliminated on satel

sales from SS/L to affiliates that should have besognized in prior periods as the satellites vaegreciated. The Company has not re\
previously reported amounts based on its belidfttimeffect of such adjustments is not materigh&financial statements taken as a whole.
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Telesat

We use the equity method of accounting for our migj@conomic interest in Telesat because we own9%8f the voting stock and do 1
exercise control by other means to satisfy the GSAP requirement for treatment as a consolidatdssigliary. We have also concluded
Telesat is not a variable interest entity for whied are the primary beneficiary. Lomkquity in net income or loss of Telesat is basedu
proportionate share of Telesat's results in acamdavith U.S. GAAP and in U.S. dollars. Our proorate share of Telesathet income «
loss is based on our economic interest as our igddconsist of common stock and nating participating preferred shares that havete
rights of common stock with respect to dividendsum of capital and surplus distributions, butdae voting rights.

On March 28, 2012, Telesat entered into a new teggleement (the “Telesat Credit Agreement/ijh a syndicate of banks which provic
for the extension of credit under the senior créatitlities in the principal amount of up to appirmately $2.55 billion, increasing Telesatieb
by $490 million from the previous credit facilitieSimultaneously with entering into the Telesatdiirdgreement, Telesat terminated and
all outstanding amounts under its previous creatiflities and recorded an expense of refinancin§2# millionrelated to deferred financi
costs on the previous credit facilities.

In connection with the closing of the Telesat Cresljreement, the Board of Directors of Telesat appd special cash distributions
Telesats shareholders of CAD 656.5 million, including atdbution of CAD 420 million to Loral. The spetiistributions by Telesat to
shareholders were authorized to be paid in twectras; the first tranche was paid by Telesat on Mag; 2012, with Loral receiving CAD 3
million ($376 million), and the second tranche ypagd by Telesat on July 5, 2012, with Loral reaegvCAD 45 million ($44 million).

As of December 31, 2012, we hold a 62.8% econom@rést in Telesat. Our economic interest decrefieat 64% to 62.8% in Decemt
2012 when certain executives of Telesat exercibadesappreciation rights related to a total of 5,368 stock options granted under Telesat
share based compensation plan and received 2,Z489ai#voting participating preferred shares. AlsdDiecember 2012, Telessitboard ¢
directors approved the repurchase for cash coraidarof 20% of all vested stock options. A tot&l10660,619 options were repurcha:
Telesat paid CAD 35.3 million in cash considerationthe stock option repurchase and net withhgdaxes relating to the exercise of
share appreciation rights.

As of December 31, 2012, the special cash disidhatreceived from Telesat exceeded our recordetllative equity in net income
Telesat, including the effect of the stock tranisms in December 2012, and our initial investmgnapproximately $7 million. In following tt
equity method of accounting, our investment balancEelesat has been reduced to zero, and we watiltatord equity in net income of Tele
until our share of Telesat's future net income exise$7 million.

In March 2012, Telesat completed the refinancing@lbbf its issued and outstanding senior prefesidres, which were replaced wil
promissory note of CAD 146 million, which was eqtmthe outstanding liquidation value and accruedldnds on the senior preferred she
The promissory note requires payment of at lea% 60the principal amount on March 28, 2014, wiik balance, if any, to be repaid no |
than March 28, 2016. Telesat will pay interest lo@ promissory note in the amount of 9.75% for &t fwo years and adjusting thereafte
reflect the then-current market rate (but no Iésmt11% per annum). In connection with the castrilligion to Telesas shareholders,
March 28, 2012 the Board of Directors of Telesadhartized cash payments of CAD 48.6 million to exaes and certain employees of Tele

On May 14, 2012, Telesat issued, through a pripégeement, $700 million of 6% senior notes whichture on May 15, 2017. The ¢
senior notes are subordinated to Telesexisting and future secured indebtedness, inofudbligations under its senior credit facilitiesd ar
governed under the 6% senior notes indenture. ®ieproceeds of the offering, along with availabkslkc on hand, were used to fi
redemption or repurchase of all of Telesdt1% senior notes due November 1, 2015 issued amd@denture dated as of June 30, 2008 &
pay certain financing costs and redemption premiums

On October 29, 2012, Telesat issued, through afriplacement, an additional $200 million of 6%isenotes due 2017. Telesat has |

the net proceeds from the debt offering to fundrépayment of certain indebtedness owed to itscipah shareholders, including accrued
unpaid interest thereon and for general corporatpgses.
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The ability of Telesat to pay dividends or certaitmer restricted payments as well as consulting feecash to Loral is governed
applicable covenants relating to Telesat’s debtsirateholder agreements. Under Telasa?.5% note indenture, which is generally the
restrictive agreement, dividends or certain otlestricted payments may be paid only if there isfiicdent capacity under a restricted payn
basket, which is based on a formula of cumulativesolidated EBITDA less 1.4 times cumulative coisded interest expense. Under
terms of its note indenture, Telesat is permittedpdy consulting fees to Loral only when Telesaiatio of consolidated total debt
consolidated EBITDA is less than 5.0 to 1.0. Whke tatio is not less than 5.0 to 1.0, the congylfee is paid through the issuanct
promissory notes to Loral with an interest rate7®# and a maturity date of October 31, 2018. Anypayeent of these promissory note
subject to the restricted payments basket notedealidur selling, general and administrative expsifigeeach of the years ended Decembe
2012, 2011 and 2010 are net of income of $5.0 oniltielated to the Consulting Agreement. For thesyeaded December 31, 2012, 2011
2010, Loral received payments in cash from Teleg&t.6 million, $3.2 million and nil, respectivelgnd payments in promissory notes of !
million, $3.1 million and $6.0 million, respectiyelfor consulting fees and interest. On OctoberZM,2, Telesat paid Loral $24.1 million
pay off the outstanding notes. This payment wasemeudier the restricted payment basket referredoea

The following table presents summary financial dataTelesat in accordance with U.S. GAAP, as ot@&sber 31, 2012 and 2011 and
the years ended December 31, 2012, 2011 and 201fofisands):

Year Ended December 31,

2012 2011 2010

Statement of Operations Da

Revenue: $ 846,14t $ 817,26¢ $ 797,28:
Operating expenst (242,704 (188,119 (190,63))
Depreciation, amortization and st-based compensatic (249,13;) (248,019 (249,319
Gain on insurance procee — 136,50° —
Impairment of intangible asse — (1,112 —
(Loss) gain on disposition of long lived as (77¢) (1,499 3,71«
Operating incom: 353,53: 515,03: 361,04
Interest expens (236,399 (220,599 (234,55()
Expense of refinancin (80,104 — —
Foreign exchange (losses) ga 81,07: (80,99) 159,19:
Gains (losses) on financial instrume (25,755 50,73: (76,937)
Other income (expens 1,36: 1,96¢ 61¢
Income tax expens (28,159 (65,277) (41,177
Net income 65,55¢ 200,86 168,18

Year Ended December 31

2012 2011

Balance Sheet Dat

Current assel $ 289,61 $ 351,80:
Total asset 5,342,31 5,347,17.
Current liabilities 237,73¢ 289,35.
Long-term debt, including current portic 3,519,87. 2,817,85
Total liabilities 4,770,96 4,045,61
Redeemable preferred stc — 138,48!
Shareholder equity 571,34 1,163,07

XTAR

We own 56% of XTAR, a joint venture between us &tisdesat Servicios Estrategicos, S.A. (“Hisdesaf’Bpain. We account for ¢
ownership interest in XTAR under the equity metlobdccounting because we do not control certaitsafignificant operating decisions.
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XTAR owns and operates an X-band satellite, XTARRgUocated at 29° E.L., which is designed to prevktband communicatiol
services exclusively to United States, Spanishadlietl government users throughout the satedlitgiverage area, including Europe, the Mi
East and Asia. XTAR also leases 7.2 72MHbatd transponders on the Spainsat satellite loct&®° W.L., owned by Hisdesat. Th
transponders, designated as XTAR-LANT, provide capdo XTAR for additional X-band services and gier coverage and flexibility.

We regularly evaluate our investment in XTAR toedtatine whether there has been a decline in faureviiat is other than temporary.
have performed an impairment test for our investnmeiXTAR as of December 31, 2012, using XTARhost recent forecast, and conclt
that our investment in XTAR was not impaired. Argctines in XTAR’s projected revenues may resuli fiiture impairment charge.

In January 2005, Hisdesat provided XTAR with a antible loan in the principal amount of $10.8 naiflidue February 2011, for wh
Hisdesat received enhanced governance rights inRXTrhe loan was subsequently extended to Decenihe203.1. In November 2011, Lo
and Hisdesat made capital contributions to XTARiiaportion to their respective ownership intereats] the proceeds were used to repa
loan balance of $18.5 million, which included thepipal amount and accrued interest. Loral's admibntribution was $10.4 million.

XTAR's lease obligation to Hisdesat for the XTARNT transponders required payments by XTAR of $2iflion in 2012, with increass
thereafter to a maximum of $28 million per yeawotigh the end of the useful life of the satelliteichhis estimated to be in 2022. Under
lease agreement, Hisdesat may also be entitledr wretéain circumstances to a share of the revemee®rated on the XTARANT
transponders. In March 2009, XTAR entered into greement with Hisdesat pursuant to which the past balance on XTARANT
transponders of $32.3 million as of December 3082@ogether with a deferral of $6.7 million in pagnts due in 2009, will be payable
Hisdesat over 12 years through annual payment$ afiffion (the “Catch Up Payments”XTAR has a right to prepay, at any time, all un,
Catch Up Payments discounted at 9%. Cumulative atsqoaid to Hisdesat for Cattlp Payments through December 31, 2012 were !
million. XTAR has also agreed that XTARExcess cash balance (as defined) will be apfi@drds making limited payments on future ¢
obligations, as well as payments of other amountsdoto Hisdesat, Telesat and Loral for serviceyigeml by them to XTAR (see Note 1
The ability of XTAR to pay dividends and managentest in cash to Loral is governed by XTAR'’s opegagreement.

The following table presents summary financial dataXTAR as of December 31, 2012 and 2011 andefieh of the three years in
period ended December 31, 2012 (in thousands):

Statement of Operations Data:

Year Ended December 31

2012 2011 2010
Revenue! $ 32,67 $ 37,058 % 37,907
Operating expenst (33,33) (34,739 (35,729
Depreciation and amortizatic (9,29%) (9,617%) (9,61¢)
Operating los! (9,956 (7,296 (7,435
Net loss (14,657 (11,887 (12,439
December 31
2012 2011
Balance Sheet Dat
Current assel $ 7,83t % 10,55¢
Total asset 74,72: 88,03:
Current liabilities 46,29¢ 45,70¢
Total liabilities 55,95! 54,61
Member! equity 18,76¢ 33,41¢
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Other
As of December 31, 2012 and 2011, the Company Vaidus indirect ownership interests in two fore@mpanies that currently serve
exclusive service providers for Globalstar seniicélexico and Russia. The Company accounts foretlwenership interests using the eq
method of accounting. Loral has writteff-its investments in these companies, and, becesshave no future funding requirements relata
these investments, there is no requirement foo pedvide for our allocated share of these comzniet losses.
9. Intangible Assets

Intangible Assets, all related to discontinued afiens, were established in connection with ourpéida of freshstart accounting ai
consisted of (in thousands):

December 31, 201.

Gross Accumulated

Amount Amortization
Internally developed software and technoli $ 59,027 $ (57,179
Trade names 9,20( (2,875)
Total $ 68,227 $ (60,049

Total amortization expense for intangible assetduded in income from discontinued operations, $22 million, $2.9 million and $9
million for the years ended December 31, 2012, 241id 2010, respectively.

The following summarizes fair value adjustments enad connection with our adoption of fresh starta@amting related to contracts-in-
process, long-term receivables, customer advamabillings in excess of costs and profits and leergn liabilities (in thousands):

December 31

2011
Gross fair value adjustmer $ (36,89¢)
Accumulated amortization 20,25¢
$ (16,64.)

All of the above fair value adjustments as of DebenB1, 2011 related to discontinued operations.

Net amortization of these fair value adjustmenisiuded in income from discontinued operations, wasedit to expense of $1.5 millis
$1.0 million and $2.9 million for the three yearsled December 31, 2012, 2011 and 2010, respectively

10. Debt Obligations
SS/L Credit Agreement
On December 20, 2010, SS/L entered into an ameadédestated credit agreement (the “SS/L Credieégrent”)with several banks a
other financial institutions. The SS/L Credit Agmeent provided for a $150 million senior securecbewng credit facility (the SS/L Revolvini
Facility”). On December 8, 2011, the SS/L Credit Agreementavasnded to increase the letter of credit sublinatf $50 million to $10
million. The SS/L Revolving Facility included a $ifillion swingline commitment. The prior $100 mdh credit agreement was entered
on October 16, 2008 and had a maturity date of legstd6, 2011.

In connection with the closing of the Sale on Nobem2, 2012, SS/L terminated the SS/L Credit Agre®m
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The following summarizes information related to 8®/L Credit Agreement and prior credit agreementhousands):

December 31

2011
Letters of credit outstandir $ 4,78t
Borrowings —
Year Ended December 31
2012 2011 2010
Interest expense (including commitment and letteredit fees $ 1,35 $ 1,302 $ 81¢
Amortization of issuance cos 1,511 72E 1,57(C

Interest expense and amortization of issuance easts included in income from discontinued opersitor the years ended Decembel
2012, 2011 and 2010.

11. Income Taxes

The benefit (provision) for income taxes on theslfdm continuing operations before income taxes eguity in net income of affiliat
consists of the following (in thousands):

Year Ended December 31

2012 2011 2010

Current:

U.S. Federa $ 55,92¢ $ (1,219 $ (697)

State and local 59,39( 30E (2,390
Total current 115,31¢ (907) (3,08))
Deferred:

U.S. Federa (3,329 (32,670) 270,471

State and local (18,67%) (7,79%) 57,75¢
Total deferred (22,009) (40,46¢) 328,22i
Total income tax benefit (provision) $ 93,31f $ (41,379 $ 325,14!

Our current tax benefit (provision) includes a @ase (increase) to our liability for UTPs for (mtsands):

Year Ended December 31

2012 2011 2010
Decrease to unrecognized tax bene $ 61,47 $ 2,19¢ 3% 1,18
Interest expens 27,67: (4,880 (5,499
Penalties 21,17¢ 627 557
Total $ 11031 $ (2,055 $ (3,749

During 2012, the statute of limitations for assesstrof additional tax expired with regard to certhiTPs related to Old Loral and sev:
of our federal and state income tax returns fied2007 and 2008 which resulted in a $61.0 millieduction to our unrecognized tax ben:
and an $86.7 million benefit to our income tax ps@n from continuing operations (a current taxdférof $112.9 million, which included tl
reversal of applicable interest and penalties presty accrued, offset by a deferred tax provisibfia®.2 million). Also during 2012, in order
minimize our cash tax liability from the Sale, wehanced our extraterritorial income exclusion pded by former section 114 of the Intel
Revenue Code and recorded an additional tax beoe$tl1.2 million. Without the Sale, we would nave remeasured the extraterritc
income exclusion because it would have provideg arhinimal cash tax benefit.

F- 28




Table of Content

LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

For 2011, the deferred income tax provision of $48illion related primarily to our equity in netdome of Telesat after having rever
our valuation allowance in the fourth quarter o1@0

For 2010, the deferred income tax benefit of $328iRion related primarily to the reversal of a sificant portion of our valuatic
allowance during the fourth quarter after havinged®mined that based on all available evidence,a$ wore likely than not that we wo
realize the benefit from a significant portion ofr @eferred tax assets in the future.

In addition to the benefit (provision) for incomexés presented above, we also recorded the fokpitems (in thousands):

Year Ended December 31

2012 2011 2010
Tax provision on income from discontinued operati $ (10,15) $ 47,770 $ (16,527
Tax provision on Sale of discontinued operati (267,45) — —
Excess tax benefit from stock option exercisesndambto pai-in-capital® 16,91¢ 1,19¢ 412
Deferred tax (provision) benefit for adjustment®ther comprehensive loss (See Not (22,617) 39,41¢ 22,30(

() The Company uses the with-and-without approactetdrchining when excess tax benefits from equity memsation have been realized.

The benefit (provision) for income taxes differsrfr the amount computed by applying the statutofy. Bederal income tax rate on the
from continuing operations before income taxeseauty in net income of affiliates because of tffea of the following items (in thousand:

Year Ended December 31

2012 2011 2010
Tax benefit at U.S. Statutory Rate of 3! $ 952/ % 4,321 $ 8,11«
Permanent adjustments which change statutory arsic
State and local income taxes, net of federal inctam 34,60¢ (2,8072) (28,789
Equity in net income of affiliate (12,019 (37,21Y (29,969
Extraterritorial income exclusic 11,20( — —
Provision for unrecognized tax bene 46,54: (1,137 1,47¢
Nondeductible expens: (603 (1,90¢) (639
Change in valuation allowan 2,311 684 375,36
Other, net 1,75¢ (3,320) (416
Total income tax benefit (provision) $ 93,31F $ (41,379 $ 325,14!

The following table summarizes the activity relateadur unrecognized tax benefits (in thousands):

Year Ended December 31,

2012 2011 2010
Balance at January $ 115,29: $ 132,21: $ 120,12
Increases related to prior year tax positi 452 1,22( 33¢
Decreases related to prior year tax posit (27) (24,74%) (1,939
Decreases as a result of statute expirat (61,02 (1,629 (1,886
Decreases as a result of tax settlem (8,189 (7,60€) (5,207)
Increases related to current year tax positions 29,56¢ 15,84. 20,77+
Balance at December 31 $ 76,08( $ 11529 $ 132,21:
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With few exceptions, the Company is no longer stibfe U.S. federal, state or local income tax exeatidons by tax authorities for ye
prior to 2007. Earlier years related to certairefgn jurisdictions remain subject to examinatioaridus state and foreign income tax return:
currently under examination. However, to the extdldwed by law, the tax authorities may have figatrto examine prior periods where
operating losses were generated and carried fonaad make adjustments up to the amount of themetating loss carryforward. While
intend to contest any future tax assessments foertain tax positions, no assurance can be provitdwe would ultimately prevail. Duri
the next twelve months, the statute of limitatiémisassessment of additional tax will expire widlgard to certain UTPs related to our fec
income tax returns filed for 2009 and state incdenereturns filed for 2007 and 2008, potentiallguiing in a $1.6 million reduction to ¢
unrecognized tax benefits. Pursuant to the Purchgesement for the Sale, we are obligated to indgn86/L for taxes related to periods p
to the closing of the transaction.

Our liability for UTPs decreased from $139.9 mitliat December 31, 2011 to $80.7 million at Decen®ier2012 and is included in long-
term liabilities in the consolidated balance shegtsDecember 31, 2012, we have accrued $2.6 milaod $9.5 million for the potent
payment of taxelated interest and penalties, respectively. Hfamsitions are sustained by the taxing authoriigproximately $36.1 million
the tax benefits will reduce the Compasmyhcome tax provision from continuing operatio@gher than as described above, there we
significant changes to our unrecognized tax benelitring the year ended December 31, 2012, andow®tlanticipate any other signific
increases or decreases to our unrecognized tafifsesh@ring the next twelve months.

In connection with the acquisition of our ownershiterest in Telesat, Loral retained the benefitaof recoveries related to the transfe
assets and indemnified Telesat for Loral Skynetligbilities relating to periods preceding 2007 eTimrecognized tax benefits related tc
Loral Skynet subsidiaries were transferred to Telssibject to the contractual tax indemnificatiosovided by Loral. Lorab net receivable
December 31, 2012 for the probable outcome of thestéers is not material. (see Note 19)

At December 31, 2012, we had federal NOL carryfodsaof $290.4 million, state NOL carryforwards, rparily California, of $73.
million, and federal research credits of $1.2 moilliwhich expire from 2016 to 2024, as well as faland state AMT credit carryforwards
approximately $2.7 million that may be carried fard indefinitely.

The reorganization of the Company on the Effecbate constituted an ownership change under se88@rof the Internal Revenue Ca
Accordingly, use of our tax attributes, such as N@hd tax credits generated prior to the ownershémge, are subject to an annual limite
of approximately $32.6 million, subject to increasedecrease based on certain factors. Our anmuightion was increased significantly e
year through 2010, the last year allowed for tlwgaition of additional benefits from o“net unrealized built-in gains'i.€., the excess of f
market value over tax basis for our assets) aleEffective Date.

We assess the recoverability of our NOLs and otleferred tax assets and based upon this analgsisidr a valuation allowance to
extent recoverability does not satisfy the “molelly than not’recognition criteria. We continue to maintain o@luation allowance un
sufficient positive evidence exists to support foill partial reversal. As of December 31, 2012, wd h valuation allowance totaling $
million against our deferred tax assets for certai credit and loss carryovers due to the limitadryforward periods. During 2012,
valuation allowance decreased by $3.8 million, bick $2.3 million was recorded as a benefit to irnitg operations and $1.5 million v
recorded as a benefit to discontinued operationsuinstatement of operations. Subsequent to the, Salthe extent that profitability frc
operations is not sufficient to realize the benfgfitn our remaining net deferred tax assets, weldvganerate sufficient taxable income fi
the appreciated value of our Telesat investmenighwburrently has a nominal tax basis, in ordeptevent federal net operating losses 1
expiring and realize the benefit of our remainirg deferred tax assets.

During 2011, the valuation allowance decreased ®@$ #illion, of which $0.7 million was recorded asenefit to continuing operatic
and $0.4 million was recorded as a provision teahsinued operations in our statement of operations

During the fourth quarter of 2010, we determineakda on all available evidence, that it was mded\lithan not that we would realize
benefit from a significant portion of our deferreak assets in the future and no longer requiredllaviluation allowance. We based 1
conclusion on cumulative profits generated in pperiods, as well as our expectation that futurerations would generate sufficient tax:
income to realize the tax benefit from certain defé tax assets. Accordingly, during 2010, our ain allowance decreased from $4:
million to $11.2 million. Of the $402.8 million chge, $375.4 million was recorded as a benefit tatinaing operations (of which $33!
million was recorded as a deferred income tax bewefing the fourth quarter of 2010) and $27.4limil was recorded as a benefit
discontinued operations in our statement of opemati
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The significant components of the net deferrediimedax assets are (in thousands):

December 31

2012 2011
Deferred tax asset
Postretirement benefits other than pens $ 43z 3% 26,68¢
Inventoried cost — 20,16¢
Net operating loss and tax credit carryforwe 131,35¢ 139,07(
Compensation and benef 3,76¢ 24,98«
Deferred research & development cc — 3,26¢
Income recognition on lol-term contract: — 22,40:
Indemnification liabilities 7,44( —
Investments in and advances to affilie — 6,17¢
Property, plant and equipme 99¢€ —
Other, ne 4,022 5,85(
Federal benefit of uncertain tax positic 9,931 29,57¢
Pension costs 15,74¢ 93,94¢
Total deferred tax assets before valuation allow: 173,69: 372,12
Less valuation allowance (7,10%) (10,88
Net deferred tax asse 166,58« 361,23
Deferred tax liabilities
Gain from installment sal (38,819 —
Property, plant and equipme — (27,519
Intangible asset — (3,289
Investments in and advances to affiliates (9,889
Total deferred tax liabilities (48,707 (30,809
Net deferred tax asse $ 117,88 $ 330,43:
Classification on consolidated balance she
Current deferred tax asst $ 4,165 $ 67,07(
Long-term deferred tax asse 117,38: 263,36.
Long-term liabilities (3,662 —
Total deferred tax assets $ 117,88: $ 330,43

12. Equity
Special Dividend and Special Distribution
On March 28, 2012, our Board of Directors declaaespecial dividend of $13.60 per share for an aggeedividend of $417.6 million. T
dividend was paid on April 20, 2012 to holders@dard of Loral voting and non-voting common stoslo@April 10, 2012.
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In accordance with Loral's stock incentive plan,exuitable adjustment was made to outstanding diaskd awards to reflect the spe
dividend. As a result, options outstanding incrdasg 19,058 and restricted stock units (“RSUstreased by 6,875. Certain RSU holders,
elected to receive the dividend at the $13.60 paresvalue, will receive additional payments toigl$2.5 million on their RSU settlem:
dates.

On November 7, 2012, in connection with the recefgthe proceeds from the Sale, our Board of Daectleclared a special distributior
$29.00 per share for an aggregate distribution8@R2%L million. The special distribution was paid @acember 4, 2012 to holders of recor
Loral voting and non-voting common stock as of Naber 19, 2012. In accordance with Losastock incentive plan, an equitable adjusti
was made to outstanding stoclised awards to reflect the special distributidnis lequitable adjustment had no effect on our clohesiec
financial statements for the year ended Decembg2@12. Certain RSU holders who elected to rectigespecial distribution at the $29.00
share value will receive additional payments taa$5.3 million on their RSU settlement dates.

Treasury Stock

In November 2011, our Board of Directors authoritleel purchase of up to 800,000 shares of our vatergmon stock. These purche
may be made from time to time in the open markgirdrate transactions, as conditions may warrarg.ilend to hold repurchased share
our voting common stock in treasury. We accounttlier treasury shares using the cost method. Thawfolg is a summary of common st
purchases under this repurchase program (totairctisbusands):

Shares Total Average
Repurchasec Cost Cost
Year ended December 31
2012 18,00 $ 1,19 $ 66.2-
2011 136,49: 8,40( 61.5¢
Total program 154,49: $ 9,69: $ 62.0¢

13. Stock-Based Compensation
Stock Plans

The Loral amended and restated 2005 stock inceptaue (the “Stock Incentive Plan”) allows for theagt of several forms of stodiase!
compensation awards including stock options, stgqubreciation rights, restricted stock, restrictamtls units, stock bonuses and other stocl
based awards (collectively, the “AwardsThe total number of shares of voting common staderved and available for issuance unde
Stock Incentive Plan is 1,555,618 shares of whi@9@,405 were available for future grant at Decanide 2012. This number of share:
voting common stock available for issuance woulddmuced if restricted stock units or SS/L phangiaotk appreciation rights are settle:
voting common stock. In addition, shares of comratmtk that are issuable under awards that expieefoafeited or canceled, or withheld
payment of the exercise price or taxes relatingrtcdAward, will again be available for Awards undlee Stock Incentive Plan. Options iss
under the Stock Incentive Plan generally have aoise price equal to the fair market value of stack, as defined, vest over a fowal
period and have a five to seven year life. The Alsgrrovide for accelerated vesting if there is ange in control, as defined in the St
Incentive Plan.
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A summary of the Company’s stock option activity flee year ended December 31, 2012 is presentedbel

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Shares Price Term (In thousands'
Outstanding at January 1, 20 339,00 $ 30.8¢ l5year $ 11,53
Adjustments to options outstandi 22,000 $ —
Exercisec (361,000 $ 28.9¢
Forfeited — $ —
Outstanding at December 31, 2012 — 8 — — $ —
Vested and expected to vest at December 31, 2012 T — 3 — - 3% -
Exercisable at December 31, 2012 — $ = — $ —

Adjustments to options outstanding in 2012 refesptitable adjustments for dividends and distrimgipaid during the year (see Note 12).
A summary of the Company’s non-vested restrictedksactivity for the year ended December 31, 2@ljZ&ésented below:

Weighted Average

Grant- Date
Shares Fair Value
Non-vested restricted stock at January 1, 2 4,00C $ 33.5¢
Grantec — 3 —
Vested (4,000 $ 33.5¢
Forfeited — 3 —
Non-vested restricted stock at December 31, 2012 — 3 =

Mr. Targoff was awarded 85,000 RSUs (the “Initiab®") on March 5, 2009 (the “Grant Datel addition, the Company agreed to is
Mr. Targoff 50,000 RSUs on the first anniversarytioé Grant Date and 40,000 RSUs on the second emsaiy of the Grant Date (I
“Subsequent Grants”). Vesting of the Initial Graatuires the satisfaction of two conditions: a tibased vesting condition and a stock f
vesting condition. Vesting of the Subsequent Granssibject only to the stock-price vesting comditiThe timebased vesting condition for 1
Initial Grant was satisfied upon Mr. Targafftontinued employment through March 5, 2010, tfs¢ &nniversary of the Grant Date. The s
price vesting condition, which applies to both thitial Grant and the Subsequent Grants, has batsfied. As a result of the terminatior
Mr. Targoff's employment in December 2012, both the InitialfBend the Subsequent Grants will be settled i 2013, in accordance w
Internal Revenue Code Section 409A.

A summary of the Company’s non-vested RSU actifatythe year ended December 31, 2012 is presermriedb

Weighted

Average
Grant- Date

Shares Fair Value
Non-vested RSUs at January 1, 2( 24,600 $ 52.11
Granted and adjustmer 21,18: $ 58.7¢
Vested (15,200 $ 46.2¢
Forfeited (3,000 $ —
Non-vested RSUs at December 31, 2012 27,68. $ 38.5:¢
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RSU’s granted and adjustments in 2012 include 10,124sR$S a result of equitable adjustments for divildesind distributions paid duri
the year.

In June 2009, the Company introduced a performaéased longerm incentive compensation program consisting ®LShantom stoc
appreciation rights (“SS/L Phantom SARsBecause SS/L common stock is not freely tradabléheropen market and thus does not he
readily ascertainable market value, SS/L equityuealnder the program is derived from an AdjustedTER-based formula. Each S¢
Phantom SAR provides the recipient with the rightdceive an amount equal to the increase in SSittional stock price over the base [
multiplied by the number of SS/L Phantom SARs wégte the applicable vesting date, subject to adjast. SS/L Phantom SARs are sel
and the SAR value (if any) is paid out on eachimgstdate. SS/L Phantom SARs may be settled in harthg common stock (based on the
value of Loral voting common stock on the date ettlsment) or cash at the option of the CompanyL hantom SARs expire on June
2016.

The liability for SS/L Phantom SARs granted to S8rployees was retained by SS/L in connection thighSale and the liability for SE
Phantom SARs granted to Loral employees was ratdigd_oral. For the liability retained by Loral &8S/L notional stock price was frozel
of December 31, 2011 in connection with the Sale.

A summary of SS/L Phantom SARs granted to Loral leyges along with their vesting schedule is presgielow. The fair value of t
SS/L Phantom SARs in included as a liability in oansolidated balance sheet.

Vesting Date— March 18,

Grant Date SARs grantec 2010 2011 2012 2013 2014
June2009 225,00( 50% 25% 25% — —
May-2010 140,00( — 25% 25% 25% 25%

A summary of the Company’s non-vested SS/L Phar@&R activity for the year ended December 31, 2@ ésented below:

Weighted

Average
Grant- Date

Shares Fair Value
Non-vested SS/L Phantom SARs at January 1, : 275,000 $ 4.7¢
Grantec — % —
Vested (193,75() $ 5.5(
Forfeited (includes reduction in shares resultimgf Sale) (11,250 $ 8.7t
Non-vested SS/L Phantom SARs at December 31, 2012 70,000 $ 2.1¢

During fiscal years 2012, 2011 and 2010, the folhgnactivity occurred under the Stock IncentiverRim thousands):

Year Ended December 31,

2012 2011 2010
Total intrinsic value of options exercis $ 17,47. $ 39,01¢ $ 16,88¢
Total fair value of restricted stock vest $ 287 $ 15t $ 1,49:
Total fair value of restricted stock units ves $ 1,40 $ 3,96¢ $ 12,68"
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Stock-based compensation expense consists of thevifog:

Year Ended December 31

2012 2011 2010
Total stock compensatic $ 2,03¢ $ 3,96¢ $ 10,02
Stock-based compensation included in income frasuatitinued operations 24C 1,42¢ 5,21
Stock-based compensation included in income fronticoing operations $ 1,79¢ $ 2,64t 3 4,811

Included in total stock-based compensation expenstckbased compensation paid in cash of $4.7 million4 $dillion and $3.8 millio
for the years ended December 31, 2012, 2011 an@, 284pectively. As of December 31, 2012, totakangnized compensation costs rel
to non-vested awards were $0.5 million and are eekto be recognized over a weighted average rengaperiod of six months.
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14. Earnings Per Share
Telesat has awarded employee stock options, wiiicexercised, would result in dilution of Loral’ownership interest in Telesal
approximately 62.3%. The following table preseihis dilutive impact of Telesat stock options on Ilegaeported income from continui

operations for the purpose of computing diluteche®ys per share (in thousands):

Year Ended December 31

2012 2011 2010
Income from continuing operatio— basic $ 100,44. $ 52,60¢ $ 387,58
Less: Adjustment for dilutive effect of Telesatckmptions (682) (4,352) (4,177)
Income from continuing operations — diluted $ 99,75¢ $ 48,25¢ $ 383,41.

Basic income per share is computed based upondfghted average number of shares of voting andvating common stock outstandi
The following is the computation of common sharesstanding for diluted earnings per share (in thods):

Year Ended December 31

2012 2011 2010

Common and potential common shares outstandindilicted earnings per shai

Weighted average common shares outstan 30,70: 30,68( 30,08t
Stock options 61 257 49t
Unvested restricted stock un 22¢€ 22¢€ 20¢€
Unvested restricted stox 1 3 8
Unvested SS/L Phantom SARs — — 93
Common shares outstanding for diluted earningsipare 30,99 31,16¢ 30,88’

15. Pensions and Other Employee Benefits
Pensions

We maintain a qualified pension plan and, untiltésmination in December 2012, we maintained a lsupental retirement plan (t
“SERP”). These plans are defined benefit pension planspardbers may contribute to the qualified pension ptaorder to receive enhant
benefits. Employees hired after June 30, 2006 dgadicipate in the defined benefit pension pldnd, participate in our defined contribut
savings plan with an additional Company contributiBenefits are based primarily on membepensation and/or years of service.
funding policy is to fund the qualified pension plia accordance with the Internal Revenue Coderagdlations thereon. The SERP is fur
on a discretionary basis. Plan assets are genéma#igted in equity investments and fixed incomegtiments. Pension plan assets are mai
primarily by Russell Investment Corp. (“Russellijhich allocates the assets into funds as we direct.

Other Benefits
In addition to providing pension benefits, we pdwicertain health care and life insurance benéfitsetired employees and depende
Participants are eligible for these benefits gdherahen they retire from active service and mdwt &ligibility requirements for our pens

plans. These benefits are funded primarily on agsmyougo basis, with the retiree generally paying a portf the cost through contributio
deductibles and coinsurance provisions.
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Sale of SS/L

As required by the Purchase Agreement, prior toctbsing of the Sale on November 2, 2012, new stdade SS/L pension plans w
established. Pension obligations related to SShreati and former employees and plan assets detedminrough an initial allocatis
methodology were transferred from the Loral pengitans to the newly formed plans. With the closaighe Sale, the newly formed St
plans were transferred to SS/L. Our actuary is enily performing a review to determine the amouhtqaalified plan assets tt
proportionately relate to the benefit liabilitiebtbe SS/L pension participants in accordance Withasset priorities of Section 4044 of ERI
This review may result in a true-up of the initadset transfer between plans. If this taperequires the transfer of assets from the |
qualified pension plan to the SS/L qualified pengian, a corresponding payment will be made fr@fi.So Loral. If this truedp requires tr
transfer of assets from the SS/L qualified pengiam to the Loral qualified pension plan, a cormesfing payment will be made from Lora
SSIL.

In addition, new plans were established to providgain health care and life insurance benefitsrétired employees and dependent
SS/L. These plans were transferred to SS/L atltsng of the Sale.

SERP Termination

In connection with the corporate office restruatgrias a result of the Sale, on December 13, 2043’ Board of Directors approv
termination of the SERP. The Company expects toeniakp sum payments to the participants in the SE&Reen December 16, 2013
December 31, 2013 in accordance with the requirésneh Section 409A of the Internal Revenue Code #ired regulations promulgat
thereunder. Other current liabilities as of Decenfe 2012 include approximately $18.1 million fature SERP payments based on ber
earned as of December 31, 2012, including recumnogthly payments to December 2013 and lump suroytayin December 2013. The lu
sum payouts have been calculated based on plarsjoms.
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Funded Status

The following tables provide a reconciliation oétbhanges in the plansénefit obligations and fair value of assets fat2@nd 2011, anc
statement of the funded status as of December@®D, and 2011, respectively. We use a December ZEunement date for the pension p

and other post-retirement benefit plans.

Pension Benefits

Other Benefits

Year Ended Year Ended
December 31 December 31
2012 2011 2012 2011

Reconciliation of benefit obligatia

Obligation at beginning of peric $ 549,01: $ 476,03. $ 66,04¢ $ 62,84(
Service cos 12,113 12,26¢ 447 522
Interest cos 21,67¢ 25,50¢ 2,591 3,19¢
Participant contribution 1,252 1,46¢ 1,64¢ 2,01«
Plan amendmet (1,499 — — —
Actuarial loss (gain 7,69( 57,82« (967) 1,75¢
Benefit payment (21,200 (24,080) (2,662 (4,280
Transfer due to Sale (506,559 — (66,059 —
Obligation at December 31, 62,48¢ 549,01: 1,051 66,04¢
Reconciliation of fair value of plan ass

Fair value of plan assets at beginning of pe 299,29: 289,03¢ 27 26¢
Actual return on plan asse 28,82: (2,459 1 ()
Employer contribution 34,74¢ 34,11( 98¢ 2,02¢
Participant contribution 1,25 1,46¢ 1,64¢ 2,01«
Benefit payment (19,985 (22,870) (2,662) (4,280
Transfer due to Sale (323,919 — — —
Fair value of plan assets at December 31, 20,20" 299,29. - 27
Funded status at end of period $ (42,28) $ (249,72) $ (1,050) $ (66,027)

The benefit obligations for pensions and other eygt benefits exceeded the fair value of plan agset$43.3 million at December .

2012 (the “unfunded benefit obligations™he unfunded benefit obligations were measuredgusirdiscount rate of 4.00% and 4.759
December 31, 2012 and 2011, respectively. Lowettmegdiscount rate by 0.5% would have increasedutifanded benefit obligations
approximately $3.5 million and $36.5 million as Becember 31, 2012 and 2011, respectively. Marketditions and interest rates v
significantly affect future assets and liabilitigfsLoral’s pension and other employee benefits alan

As of December 31, 2011, the unfunded benefit aliligy for pensions and other employee benefitsgelto discontinued operations \
$278.6 million.

The pre-tax amounts recognized in accumulated athraprehensive loss as of December 31, 2012 antl @fsist of (in thousands):

Pension Benefits
December 31

Other Benefits
December 31

2012 2011 2012 2011
Actuarial (loss) gail $ (23,699 $ (187,27) $ (249 $ 9,57¢
Amendments-prior service credit — 19,95 74 2,41¢
$ (2369) $ (167,32) $ 170 $ 11,99:
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The amounts recognized in other comprehensivedosag the years ended December 31, 2012 and 28isist of (in thousands):

2012 2011
Pension Benefit Other Benefits Pension Benefit Other Benefits
Actuarial loss during the peric $ 49¢€ $ 967 $ (83,829 $ (1,76%)
Prior service credit during the peri 1,497 — — —
Amortization of actuarial loss (gai 9,77: (279 5,37¢ (1,056
Amortization of prior service cred (2,266 (617) (2,719 (728)
Recognition due to curtailme (1,497 — — —
Amount reclassified to statement of operations uglisposition of SS/L 135,61¢ (12,24)) — —
Total recognized in other comprehensive loss $ 143,62. $ (12,169 $ (81,16¢) $ (3,557)
Amounts recognized in the balance sheet consigh tfiousands):
Pension Benefits Other Benefits
December 31 December 31
2012 2011 2012 2011
Current Liabilities $ 18,07t $ 971 $ 83 $ 3,49¢
Long-Term Liabilities 24,20¢ 248,75( 96¢ 62,52:
$ 4228, $ 249,72. $ 1,051 $ 66,02:

The estimated actuarial loss for the pension bentfat will be amortized from accumulated othempeehensive income into net peric
cost over the next fiscal year is $6.0 million.

The accumulated pension benefit obligation was@6@llion and $530.0 million at December 31, 200212011, respectively.

During 2012, we contributed $34.7 million to theatified pension plan and $1.0 million for other dayee postretirement benefit plans.
addition, we made benefit payments relating tosiiygplemental retirement plan of $1.2 million. Dgrin013, based on current estimates
expect to contribute approximately $2.6 millionthe qualified pension plan and expect to make srdagnefit payments for the SERP of ¢
million, in addition to the lump sum payments of7$8 million related to the SERP termination. We entpur funding for other employee post
retirement benefit plans will be insignificant.

The following table provides the components of petiodic cost for the plans for the years endedebdser 31, 2012, 2011 and 2010
thousands):

Pension Benefits Other Benefits
Year Ended December 31 Year Ended December 31
2012 2011 2010 2012 2011 2010

Service cos $ 12,11 $ 12,26¢ $ 10,677 $ 447 % 52z $ 672
Interest cos 21,67¢ 25,50¢ 24,67: 2,597 3,19¢ 3,411
Expected return on plan ass (20,637) (23,557 (20,64)) (@D} (12 (32
Recognition due to curtailme (1,497 — — — — —
Amortization of prior service cred (2,26€) (2,719 (2,719 (611) (728) (728)
Amortization of net actuarial loss (gai 9,77: 5,37¢ 3,53¢ (279) (1,05€) (1,119
Net periodic cos 19,16¢ 16,871 15,52¢ 2,15z 1,92¢ 2,20¢
Net periodic cost included in incon

from discontinued operations 18,00: 14,70: 13,55t 2,114 1,89( 2,23(
Net periodic cost included in incon

from continuing operations $ 1,167 $ 2,17¢  $ 1,971 $ 39 $ 34 $ (24)

F- 39




Table of Content
LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
Assumptions
Assumptions used to determine net periodic cost:

For the Year Ended December 31,

2012 2011 2010
Discount rate 4.7°% 5.5(% 6.0(%
Expected return on plan ass 8.0(% 8.0(% 8.0(%
Rate of compensation incree 4.25% 4.25% 4.25%

Assumptions used to determine the benefit obligatio

December 31

2012 2011 2010
Discount rate 4.0(% 4.75% 5.5(%
Rate of compensation incree 4.25% 4.25% 4.25%

As a result of the termination of the SERP in Deloen2012, a discount rate of 0.6% has been uséistount the lump sum payme
expected to be made in December 2013, calculatéerymovisions of the plan, to December 31, 2012.

The expected longerm rate of return on pension plan assets is eldyy taking into account the expected duratiothefprojected bene
obligation for the plans, the asset mix of the pland the fact that the plan assets are activehages to mitigate risk. The expected ldrgy
rate of return on plan assets determined on thislveas 8.0% for the years ended December 31, 2012, and 2010. Our expected |aiegr
rate of return on plan assets for 2013 is 7.25%.

Actuarial assumptions to determine the benefitgattion for other benefits as of December 31, 204&dwa health care cost trend rat
9.5% decreasing gradually to 5% by 2021. Actuasslumptions to determine the benefit obligatiorotber benefits as of December 31, 2
used a health care cost trend rate of 9.0% deagggsadually to 5% by 2019. Assumed health carétcesd rates have a significant effec
the amounts reported for the health care plans¥chhange in assumed health care cost trend rat&91@ would have the following effe
(in thousands):

1% Increase 1% Decreas:
Effect on total of service and interest cost congris of net periodic postretirement health cau

benefit cos $ 6 $ (4)
Effect on the health care component of the accutedlpostretirement benefit obligati $ 117 $ (90)
Plan Assets

The Company has established the pension plan etir@nment vehicle for participants and as a fundiabicle to secure promised bene
The investment goal is to provide a total returat thver time will earn a rate of return to satifg benefit obligations given investment
levels, contribution amounts and expenses. Theigepsan invests in compliance with the Employedif@ment Income Security Act 1974,
amended (“ERISA”"), and any subsequent applicalgealations and laws.

The Company has adopted an investment policy fmthnagement and oversight of the pension plaset# forth the objectives for 1
pension plans, the strategies to achieve thesetolge, procedures for monitoring and control ane tlelegation of responsibilities for
oversight and management of pension plan assets.

The Companys Board of Directors has delegated primary fidyciasponsibility for pension assets to an investraemmittee. In carryir
out its responsibilities, the investment commitestablishes investment policy, makes asset altmtadiecisions, determines asset ¢
strategies and retains investment managers to imgulieasset allocation and asset class strateggiolesi It is responsible for the investn
policy and may amend such policy from time to time.
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Pension plan assets are invested in various aksstes in what we believe is a prudent mannerherexclusive purpose of providi
benefits to participants. U.S. equities are heldtlieir long-term expected return premium over dixecome investments and inflation. Non
U.S. equities are held for their expected retuenpum (along with U.S. equities), as well as diiferation relative to U.S. equities and ot
asset classes. Fixed income investments are hettiviersification relative to equities. Alternatii@vestments are held for both diversifica
and higher returns than those typically availabl&aditional asset classes. Asset allocation padiceviewed regularly.

Asset allocation policy is the principal method &mhieving the pension plansvestment objectives stated above. Asset allocgiaicy is
reviewed regularly by the investment committee. papsion plans’ actual and targeted asset allotatee as follows:

December 31

Actual Allocation Target Allocation
2012 2011 Target Target Ranc
Equities 59% 58% 60% 50-70%
Fixed Income 41% 42% 40% 30-50%
10C% 10C% 10C% 10C%

The target and target range levels can be furtbfned as follows:

Target Allocation
Target Target Ranc

U.S. Large Cap Equitie 25% 15-40%
U.S. Small Cap Equitie 5% 0-10%
Global Equities 10% 5-20%
Nonr-U.S. Equities 10% 5-20%
Alternative Equity Investments 10% 0-20%

Total Equities 60% 50-70%
Fixed Income 30% 20-40%
Alternative Fixed Income Investments 10% 0-20%

Total Fixed Income 40% 30-50%
Total Target Allocation 10C% 100%

The pension plan’s assets are actively managedy wsimulti-asset, multi-style, multranager investment approach. Portfolio ris
controlled through this diversification process andnitoring of money managers. Consideration ohsfactors as differing rates of rett
volatility and correlation are utilized in the ass:d manager selection process. Diversificatiauces the impact of losses in sir
investments. Performance results and fund accayiatia provided to the Company by Russell on a niprigasis. Periodic reviews of t
portfolio are performed by the investment committeigh Russell. These reviews typically consist ofmarket and economic review
performance review, an allocation review and atestnareview. Performance is judged by investmepe tggainst market indexes. Allocal
adjustments or fund changes may occur after thegews. Performance is reported to the CompamBdard of Directors at quarterly bo
meetings.

Fair Value Measurements
The values of the fund trusts are calculated usysiems and procedures widely used across thetingesindustry. Generally, investme

are valued based on information in financial pudilmns of general circulation, statistical and wation services, discounted cash f
methodology, records of security exchanges, apgrhisqualified persons, transactions and bonadftes.
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The table below provides the fair values of the @any’s pension plan assets at December 31, 2012 and B Bbset category. The ta
also identifies the level of inputs used to deteerthe fair value of assets in each category. Tdraganys pension plan assets are mainly
in commingled employee benefit fund trusts. Assedee allocated between Loral and SS/L at Septe@®e?012 based upon a plan accour
by company maintained by Russell. A tnug-of the asset split will occur after completidradinal allocation in accordance with Section 4
of ERISA.

Fair Value Measurements

Quoted Prices
In Active Markets  Significant Significant

For Identical Observable Unobservable
Assets Inputs Inputs
Asset Category Total Percentage Level 1 Level 2 Level 3

(In thousands)
At December 31, 201:
Equity securities

U.S. larg-cap® $ 4,58( 23% $ 4,58(
U.S. sma-cap® 1,257 6% 1,257
Global® 1,47¢ 7% 1,47¢
Nor-U.S.®) 2,421 12% 2,421
Alternative investment:
Equity long/short fund®) 682 3% $ 682
Real Estate Securitid®) 411 2% 411
Receivable from sale of real est(®) 74¢ 1% $ T4¢
Private equity fund” 28 2% 282
11,86: 59% 74€ 10,15( 96&
Fixed income securitie:
Commingled fund{® 6,821 34% 6,821
Alternative investment:
Distressed opportunity limited partnersl(g) 29¢ 1% 29¢
Multi-strategy limited partnershij®) 1,191 6% 1,191
Other limited partnershigd?) 33 0% 33
8,34¢ 41% - 6,821 1,52:
$ 20,20’ 10(% $ 748 $ 16,97: $ 2,48¢

At December 31, 201:
Equity securities

U.S. larg-cap®) $ 60,81 20% $ 60,81
U.S. sma-cap® 18,01( 6% $ 3,901 14,10¢
Global® 20,27: 7% 20,27:
Nor-U.S.@ 33,78 11% 1,037 32,74
Alternative investments
Equity long/short fund® 16,50¢ 6% 595. $ 10,55’
Real Estate Securities fu® 17,68¢ 6% 5,85¢ 11,83t
Private equity fund”) 6,87( 2% 0 6,87(
173,94! 58% 4,93¢ 139,74! 29,26
Fixed income securitie:
Commingled fund:®) 100,17 33% 100,17¢
Alternative investments
Distressed opportunity limited partners(®) 5,217 2% 5,217
Multi-strategy limited partnershij®) 19,91¢ % 0 0 19,91¢
Other limited partnershigd? 36 0 0 0 36
125,34 42% 0 100,17¢ 25,16¢
$ 299,29 10(% $ 493¢ $ 23992 $ 54,43:
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(1) Investments in common stocks that rank among tige$a 1,000 companies in the U.S. stock me
(@ Investments in common stocks that rank among thadl smpitalization stocks in the U.S. stock mai

®) Investments in common stocks across the world witheing limited by national borders or to speciéigions

(4) Investments in common stocks of companies from ldgeel and emerging countries outside the UniteteS

®) Investments primarily in long and short positionseiquity securities of U.S. and n@hS. companies. At December 31, 2012, we
invested in one fund that has seamirual tender offer redemption periods on Junen80ecember 31 and is reported on a one mont
During 2012, we sold out of the second fund thatweee invested in at December 31, 2011 that hddmitations on redemptions and v
reported on a current bas

(6) Investments in real estate through both the primatt public sector. The pension plan is investetivd funds of funds. One fund inve
in global public real estate securities (REITs) levlthe second fund invests in private real estatestments. We informed the private
estate fund that we no longer wish to be investethé fund after December 31, 2012. At December2B812, the pension plan ha
receivable from the private real estate fund o7 $illion. Settlement of the receivable will ocdnr2013 with the proceeds reinvested
our allocation guidelines. The private real estatel was valued on a quarterly I

(") Fund invests in portfolios of secondary intereseatablished venture capital, buyout, mezzaninesmedial situation funds on a glo
basis. The pension plan committed to invest upl® igillion in this fund. The remaining outstandiogmmitment at December 31, 2!
is $1.15 million. Lorals portion of the remaining commitment is $0.067lioml The amount invested in the fund, net of disitions, it
$5.25 million and $6.45 million at December 31, 2@ind 2011, respectively. Loralportion of the amount invested as of Decembe
2012 is $0.3 million. Fund is valued on a quartéaity with adjustment for subsequent cash acti

(8) Investments in bonds representing many sectosedbtoad bond market with both short-term and iéesliate-term maturities.

) Investments mainly in discounted debt securitiemkbloans, trade claims and other debt and eqeityrities of financially trouble
companies. This partnership has a one year logienipd with semiannual withdrawal rights on June 30 and Decembeh8teafter. A
of December 31, 2012, no amount was subject tak-up period. This fund is reported on a one month

(10) Investments mainly in partnerships that have naititegy investment programs and do not rely dnglesinvestment model. In 2011,
pension plan invested in two limited partnershipet thave multstrategy investment programs. One partnershipghagterly liquidatio
rights with notice of 65 days while the second parship has monthly liquidation rights with notize33 days. Both funds are reportec
a one month lag

(11) The pension plan invested in other partnershipsithee reached their end of life and have closedaae unwinding their holdings. Mainly
partnerships that provided mezzanine financ

The significant amount of Level 2 investments ie table results from including in this categoryastments in commingled funds t
contain investments with values based on quoteckeharices, but for which the funds are not valweda quoted market basis. Th
commingled funds are valued at their net assetega(MAVs) that are calculated by the investmentagan or sponsor. Equity investment
both U.S and not}.S. stocks as well as public real estate investrirasts are primarily valued using a market appinobased on the quot
market prices of identical securities. Fixed incoime&stments are primarily valued using a markgtregch with inputs that include bro
guotes, benchmark yields, base spreads and repoatkss.

Additional information pertaining to the changestire fair value of the pension plan assets clasbifis Level 3 for the years en
December 31, 2012 and 2011 is presented below:

Fair Value Measurements Using Significan
Unobservable Inputs (Level 3)

Private Equity Distressed Diversified Other Multi Real

Equity  Long/Short Opportunity Alternatives Limited Strategy Estate

Fund Fund Ltd. Partnership Fund Partnership Funds Fund Total

(In thousands)

Balance at January 1, 20 $ 693 $ 588: $ 3,59¢ $ 35 % 37 $ - $ - $ 16,80«
Unrealized gain/(loss 78¢ (325 (38)) 2,521 (@) (84) 33t 2,851
Realized gain/(loss - - - (2,527) - - - (2,527)
Purchase 20C 5,00( 2,00( - - 20,00( 11,50( 38,70(
Sales (1,050 0 0 (347 0 0 0 (1,399
Balance at December 31, 2C $ 687( $ 1055 $ 521i $ 03 36 $ 19,91¢ $ 11,83t $ 54,43
Unrealized gain/(loss (447) (1,027) (24)) - 2 33t - (1,372)

Realized gain/(loss 413 2,221 211 - - 14z 83¢ 3,82t



Purchase 40( - - - 23 - - 428
Sales (1,600 - - - (28) - (74€) (2,376)
Asset transfer due to Se (5,35¢) (11,06¢) (4,88¢) — — (19,207 (11,929 (52,449
Balance at December 31, 2C $ 28: $ 68z $ 29¢ $ - $ 33 % 1,197 $ - $ 2,48t
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Both the Equity Long/Short Fund and the Distres&ggbortunity Limited Partnership are valued at eawnthend based upon quo
market prices by the investment managers. Theynaheded in Level 3 due to their restrictions odemption to semannual periods on Ju
30 and December 31.

The Multi-Strategy Funds invest in various undemrtysecurities. Each furgl’net asset value is calculated by the fund maraggis nc
publicly available. The fund managers accumuldtéhalunderlying security values and use them btermeining the funds’ net asset values.

During 2011, the pension plan received the casbgams from its investment in the Diversified Aligtimes Fund.

The private equity fund and limited partnershipuadions are primarily based on cost/price of redewmestments, earnings/performa
multiples, net assets, discounted cash flows, coappmtransactions and industry benchmarks.

The real estate fund is a fund of funds. The fuewbrds its investments at acquisition cost and/#iee is adjusted quarterly to reflect
fund’s share of income, appreciation or depreciationaditional contributions to or withdrawals fronethnderlying funds. The underlyi
funds’ real estate investments are independently appraiséshst once per year and debt is marked to rharke quarterly basis. The r
estate fund was sold effective December 31, 2012.

The annual audited financial statements of all fuak reviewed by the Company.

As of December 31, 2012, we fund benefit paymeaitsotir SERP monthly. As of December 31, 2011, otherent assets included $
million that was held in trust and designated tadfthe obligations of our SERP.

Benefit Payments
The following benefit payments, which reflect fudigervices, as appropriate, are expected to bgipaitousands):

Other Benefits

Gross Medicare

Pension Benefit Subsidy

Benefits Payments Receipts
2013 19,69¢ 89 5
2014 1,53¢ 96 5
2015 1,53( 90 7
2016 1,54( 78 8
2017 1,53¢ 69 9
2018 to 202: 10,00: 327 54

Employee Savings (401k) Plan

We have an employee savings (401k) plan, to wiielompany provides contributions which match ug%oof a participang base sala
at a rate of 68%, and retirement contributions. Retirement comntitns represent contributions made by the Compangrovide adde
retirement benefits to employees hired on or aftdy 1, 2006, as they are not eligible to partitgpe our defined benefit pension pl
Retirement contributions are provided regardlessamfemployees contribution to the savings (401k) plan. Matchicgntributions an
retirement contributions are collectively known @empany contributions. Company contributions aredenan cash and placed in e
participant's age appropriate “life cycléind. For the years ended December 31, 2012, 26126810, Company contributions were $:
million, $11.5 million and $10.0 million, respeatly. For the years ended December 31, 2012, 20d2@h0, Company contributions rels
to discontinued operations were $10.2 million, 8lrillion and $9.8 million, respectively. Particiga of the savings (401k) plan are abl
redirect Company contributions to any availabledfwithin the plan. Participants are also able tedtitheir contributions to any available fu
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As required by the Purchase Agreement, prior tactbsing of the Sale, a new staalibne SS/L savings (401k) plan was establishedett
related to SS/L current and former employees wenasterred from the Loral savings plan to the nefelyned plan. With the closing of t
Sale on November 2, 2012, the newly formed SS/h plas transferred to SS/L.

16. Financial Instruments, Derivative Instruments and Hedging
Financial Instruments

The carrying amount of cash equivalents approximfd value because of the short maturity of thasguments. The fair value of short-
term investments, investments in availabledate securities and supplemental retirement plaatsass based on market quotations. The
value of derivatives is based on the income apjproasing observable Level Il market expectationshat measurement date and stan
valuation techniques to discount future amounts single present value. The carrying amount ot ted Note approximates fair value bec:
the stated interest rate is consistent with cumearket rates.

Foreign Currency

In the normal course of business, we are subjethdaisks associated with fluctuations in fore@nrency exchange rates. To limit
foreign exchange rate exposure, we attempt to deratenall contracts in U.S. dollars. Where appratgri derivatives are used to minimize
risk of foreign exchange rate fluctuations to ofiataresults and cash flows. We do not use derieatistruments for trading or specula
purposes.

Derivatives and Hedging Transactions

All derivative instruments were recorded at faitueaas either assets or liabilities in our consdbd balance sheets as of Decembe
2011. Each derivative instrument was generallygiegted and accounted for as either a hedge ofcgmeed asset or a liability féir value
hedge”) or a hedge of a forecasted transactiorskf'é®w hedge”)Certain of these derivatives were not designatduedging instruments a
were used as “economic hedges” to manage certkis i our business.

As a result of the use of derivative instrumertte, Company is exposed to the risk that countegsatti derivative contracts will fail to mi
their contractual obligations. The Company does hold collateral or other security from its coumpitties supporting its derivati
instruments. In addition, there are no netting rageaments in place with the counterparties. To mitigthe counterparty credit risk,
Company has a policy of entering into contracty avith carefully selected major financial institutis based upon their credit ratings and «
factors.

There were no derivative instruments as of Decer8bheP012.
Cash Flow Hedges

SS/L entered into lonterm construction contracts with customers and ses)dsome of which were denominated in foreign engies
Hedges of expected foreign currency denominatetracinrevenues and related purchases were desigasteash flow hedges and evalu
for effectiveness at least quarterly. Effectiveness tested using regression analysis. The effegtirtion of the gain or loss on a cash
hedge was recorded as a component of other compmikencome (“OCI"jand reclassified to income in the same period cioge in whict
the hedged transaction affected income. The ingffeportion of a cash flow hedge gain or loss vmatuded in income.

In June 2010, SS/L was awarded a satellite contlagbminated in euros and entered into a seriésreign exchange forward contrg
with maturities through 2013, respectively, to hedgsociated foreign currency exchange risk becawrseosts are denominated principall
U.S. dollars. These foreign exchange forward cotgrevere designated as cash flow hedges of futitn@denominated receivables.

Other Foreign Exchange Contracts

In March 2012, Telesat declared a special cashiliibn denominated in Canadian dollars to be paitivo tranches (see Note 8). L¢

entered into a foreign exchange forward contratiege foreign exchange risk associated with tlyenpat of the second tranche in July 2(
This foreign exchange forward contract was notgtestied as a hedging instrument.
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Balance Sheet Classification

The following summarizes the fair values and lamatin our consolidated balance sheet of all deisieatheld by SS/L as of December
2011 (in thousands):

Asset Derivatives Liability Derivatives
Balance Shee Balance Shee
Location Fair Value Location Fair Value

Derivatives designated as hedging instrumen
Foreign exchange contrac Other current liabilitie: $ 2,381

Other liabilities 2,18t

4,56¢

Derivatives not designated as hedging instrumen
Foreign exchange contrac Other current asse $ 1

Other liabilities 56
Total derivatives $ 1 $ 4,622

Cash Flow Hedge Gains (Losses) Recognition

The following summarizes the gains (losses) recaghiin the consolidated statements of operatiord ianaccumulated oth
comprehensive loss for all derivatives for the gesmrded December 31, 2012, 2011 and 2010 (in thdeka

Gain (Loss) Reclassified fron Gain (Loss) on Derivative

Loss Recognize( Accumulated Ineffectiveness anc
Derivatives in Cash Flow in OCI on Derivatives OCl into Income Amounts Excluded from
Hedging Relationships (Effective Portion) (Effective Portion) Effectiveness Testing
Location Amount Location Amount
Year ended December 31, 2C
Foreign exchange contrac $ (694) Revenue $ (6,502) Revenue $ 242
Interest
income $ -
Year ended December 31, 2C
Foreign exchange contra $ (8,821) Revenue $ (17,939 Revenue $ (411
Interest
income $ (1)
Year ended December 31, 2C
Foreign exchange contrac $ (15,790 Revenue $ 6,05¢ Revenue $ 63€
Interest
income $ (13
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Cash Flow Derivatives Not Designated ¢ Gain (Loss) Recognized in Incom
Hedging Instruments on Derivatives
Location Amount
Year ended December 31, 2C
Foreign exchange contrau Revenue $ 58
Other income 1,31¢

Year ended December 31, 2C
Foreign exchange contrac Revenue $ (259

Year ended December 31, 2C
Foreign exchange contrau Revenue $ 33

All gains (losses) from derivatives in cash flowdpang relationships and all gains (losses) fronhdbmswv derivatives not designated as hedgine
instruments that were attributable to revenue wegleided in income from discontinued operationsum consolidated statements of operati

17. Commitments and Contingencies
Financial Matters

In the fourth quarter of 2012, we sold our subsidi&S/L, to MDA pursuant to the Purchase Agreeméntler the terms of the Purch
Agreement, we are obligated to indemnify MDA fo) (reclosing taxes; (2) Covered Litigation Costs and €ed Litigation Damages |
such terms are defined in the Purchase Agreemelatjng to the ViaSat lawsuit, subject to certdiaring formulas and caps; and (3) cel
breaches of representations, warranties and cot&reubject to certain limitations on survival ¢dims, deductibles and caps. To date, ¢
than with respect to sharing of Covered Litigatidosts (sed.egal Proceedings below), MDA has submitted one claim for indemeafior
which relates to prelosing taxes. We intend to vigorously contestuhderlying tax assessment, but there can be noaasuthat we will £
successful. Although no assurance can be provideddo not believe that this matter will have a mateadverse effect on our financ
position or results of operations. We have redubedgain on Sale by approximately $20 million, esggmting the estimated fair value of
potential indemnification liabilities as of the slng date of the Sale.

In connection with the Sale, Loral has developgiaa for restructuring its corporate functions. digh mid2013, Loral will reduce tt
number of employees at its headquarters. In 20ballcharged approximately $11.8 million to selliggneral and administrative expen
mainly for severance and related costs, and expeatsake cash payments related to the restructymimgarily during 2012 and 2013. Lo
paid restructuring costs of approximately $8.0 ionillfor the year ended December 31, 2012. At Deegr8ib, 2012, the liability recorded in
consolidated balance sheet for the restructuring $&8 million which includes all expected futurayments under the restructuring
relating to the Sale.

See Note 19 — Related Party TransactionsTransactions with Affiliates— Telesatfor commitments and contingencies relating to
agreement to indemnify Telesat for certain lial@ifitand our arrangements with ViaSat, Inc. andskgle

Satellite Matters

During the launch of an SS/L-built satellite on dun 2012, the satellite’south solar array was damaged, resulting in actexh of powe
available to the satellite’transponders. SS/L had total orbital receival#tged to this satellite of $18 million, which repents the maximt
possible loss from this anomaly, excluding the odghe failure investigation. During the third gtex of 2012, SS/L recorded a charge of .
million to reduce orbital receivables based on¢bmated loss of power on the satellite. The wditeyn of SS/LS orbital receivables as
result of the anomaly also resulted in a $6.5 onllpayment by Loral to MDA pursuant to the PurchAgeeement relatingo the Sale. An
additional reduction in orbital receivables forsttgatellite prior to November 2, 2013 would resnltdditional payment by Loral to MC
pursuant to the Purchase Agreement.
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Lease Arrangements
We lease certain facilities and equipment undee@gents expiring at various dates. Certain leasesring facilities contain renew

and/or purchase options which may be exercisedsbyMe have no sublease income in any of the pepoeisented. Rent expense, is as fol
(in thousands):

Rent
Expense
Year ended December 31, 2C $ 15,95
Year ended December 31, 2C $ 16,23¢
Year ended December 31, 2C $ 18,91:

Rent expense of approximately $14.9 million, $1%illion and $17.5 million was included in incomeiin discontinued operations for
years ended December 31, 2012, 2011 and 2010 ctasgpe.

Property, plant and equipment relating to capialsks was $3.4 million at December 31, 2011 wituraclated amortization of $(
million. Depreciation and amortization of assetsorded under capital leases included in incomelirontinued operations was $0.7 milliol
2012, $0.7 in 2011 and nil in 2010.

The following is a schedule of future minimum payitse by year and in the aggregate, under leasésiniital or remaining terms of o
year or more as of December 31, 2012 (in thousa

Operating
Leases
2013 $ 44E

Legal Proceeding:
ViaSat

ViaSat, Inc. and ViaSat Communications, Inc. (forpn&nown as WildBlue Communications, Inc.) (colieely, “ViaSat”) have sued SS
and Loral in the United States District Court fbetSouthern District of California. ViaSatamended complaint alleges, among other tf
that SS/L and Loral directly and indirectly infried;, that SS/L and Loral induced infringement, drad §S/L contributed to the infringement
certain ViaSat patents in connection with the maauifre of satellites by SS/L for customers othantWiaSat. The amended complaint
alleges that each of SS/L and Loral breached nsciatiure obligations in certain contracts with \&aS/iaSats amended complaint see
among other things, damages (including treble damagth respect to the patent infringement claimgmounts to be determined at trial
to enjoin SS/L and Loral from further infringemeitthe ViaSat patents and breach of contract.

SS/L and Loral have answered ViaSat's complaint asserted defenses to ViaSatlaims and counterclaims seeking a declar
judgment that neither SS/L nor Loral has infringed that they are not infringing the ViaSat patethtat ViaSe's patents are invalid and tha
least certain of ViaSat’patents are unenforceable due to inequitableumn8S/L has also asserted counterclaims agaia§at for patel
infringement, alleging, among other things, thaaSat infringed certain SS/L patents in connectidth vts manufacture and sale of cer
satellite communication products and services. $¢bunterclaims seek, among other things, damagelsding treble damages with resy
to at least one of the patent infringement claimgmounts to be determined at trial and to enjdaat from further infringement of the S
patents. In January 2013, ViaSat's motion for sumymuedgment seeking an order declaring that thendan two of SS/LS patents are inval
was denied by the court without prejudice.

We believe that each of SS/L and Loral has, andihtemd vigorously to pursue, meritorious defenges @unterclaims to ViaSatclaims
There can be no assurance, however, that SS/L’'sLaral's defenses and counterclaims will be successfil vaspect to all or some
ViaSat's claims or that SS/L will prevail with resqi to its assertion that ViaSat has infringed S&tents. We believe that SS/L's and Laral’
conduct was consistent with, and in due regardaioy, applicable and valid intellectual propertyhtigof ViaSat. Although no assurance ca
provided, we do not believe that this matter wélre a material adverse effect on our financialtmosbr results of operations.
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Under the terms of the Purchase Agreement, Lorabigated to indemnify SS/L for all Covered Littgmn Costs and Covered Litigati
Damages (as such terms are defined in the Puréfgasement), subject to certain capped absiring by SS/L, and has retained control o
defense of the lawsuit by ViaSat against SS/L aodhlas well as SS/k’counterclaims against ViaSat in the lawsuit. Urtde terms of tt
Purchase Agreement, following a change of contidloval, the liability of Loral for Covered Litigain Costs and Covered Litigation Dama
is subject to a dollar cap.

Other Litigation

Other than the litigation with ViaSat discussedayave are not currently subject to any other Iggateedings. In the future, however,
may become subject to other legal proceedings Enug, either asserted or unasserted, that mag iarihe ordinary course of business.

18. Segments

Prior to the Sale, Loral had two operating segmesdtellite manufacturing and satellite services. @gment reporting data inclui
unconsolidated affiliates that meet the reporta@gment criteria. The satellite services segmeritides 100% of the results reportec
Telesat for the years ended December 31, 2012, 20d 2010. Although we analyze Telesatvenue and expenses under the satellite se
segment, we eliminate its results in our consadiddinancial statements, where we report our 628%e of Telesat'results as equity in r
income of affiliates. Our ownership in XTAR, for ieh we use the equity method of accounting, isudet in Corporate.

The common definition of EBITDA is “Earnings Beforaterest, Taxes, Depreciation and Amortization” evaluating financii
performance, we use revenues and operating incafweebdepreciation, amortization and stock-basedpemsation (excluding stodiase!
compensation from SS/L Phantom SARs expected setiked in cash), gain on disposition of net assktsctors’indemnification expense a
expense related to amounts payable to executiveéscarain employees of Telesat in connection whil $pecial cash distribution paic
Telesat's shareholders (“Adjusted EBITDA") as theasure of a segmestprofit or loss. Adjusted EBITDA is equivalent tile commo
definition of EBITDA before: gain on disposition nét assets, directorsidemnification expense, gains or losses on liigahot related to o
operations; expense related to amounts payableettuves and certain employees of Telesat in odtiore with the special cash distribut
paid to Telesat’s shareholders other expense; guitl/én net income of affiliates.

Adjusted EBITDA allows us and investors to comparg operating results with those of competitorslegsiee of depreciation al
amortization, interest and investment income, @geexpense, gain on disposition of net assetsctdiis’indemnification expense, gains
losses on litigation not related to our operatiomspense related to amounts payable to executimdscartain employees of Telesa
connection with the special cash distribution gaidelesats shareholders other expense and equity in netnead affiliates. Financial resu
of competitors in our industry have significant imtipns that can result from timing of capital erdigures, the amount of intangible as
recorded, the differences in assets’ lives, theéntjmand amount of investments, the effects of otligrenses, which are typically for non.
recurring transactions not related to thegmmg business, and effects of investments notctjrananaged. The use of Adjusted EBIT
allows us and investors to compare operating re®xtlusive of these items. Competitors in our stiduhave significantly different capi
structures. The use of Adjusted EBITDA maintainsiparability of performance by excluding interespense.

We believe the use of Adjusted EBITDA along wittSUGAAP financial measures enhances the undersiguodiour operating results ¢
is useful to us and investors in comparing perforoeawith competitors, estimating enterprise valog making investment decisions. Adjus
EBITDA as used here may not be comparable to silpitdled measures reported by competitors. We alse Adjusted EBITDA to evalu:
operating performance of our segments, to alloeczdeurces and capital to such segments, to mepsdi@mance for incentive compensa
programs and to evaluate future growth opportusitheljusted EBITDA should be used in conjunctiothwi.S. GAAP financial measures
is not presented as an alternative to cash flom foperations as a measure of our liquidity or aalternative to net income as an indicatc
our operating performance.
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Intersegment revenues primarily consist of sasédlliinder construction by satellite manufacturingsfatellite services and the leasing
transponder capacity by satellite manufacturingnfeatellite services. Summarized financial infolioratoncerning the reportable segmen

as follows (in thousands):

Segment Information

Revenues
Satellite manufacturing
External revenue

Intersegment revenué&s
Satellite manufacturing revenu
Satellite services revenu@s
Operating segment revenues before eliminat
Intercompany elimination®
Affiliate eliminations®
Total revenue
Revenues included in income from discontinued djara
Revenues reported
Segment Adjusted EBITDA®)
Satellite manufacturin
Satellite service(®
Corporate®
Adjusted EBITDA before eliminatior
Intercompany elimination®)
Affiliate eliminations@
Adjusted EBITDA
Adjusted EBITDA from discontinued operations
Adjusted EBITDA from continuing operations
Reconciliation to Operating loss

Depreciation, Amortization and Stc-Based Compensatic®)
Satellite manufacturin

Satellite service@
Corporate
Segment depreciation before affiliate eliminati
Affiliate eliminations®
Depreciation, amortization and st-based compensatic
Depreciation, amortization and stock-based compgEmstom discontinued
operations
Depreciation, amortization and stock-based comp@msas reported
Gain on disposition of net ass(®
Directors’ indemnification expen$®
Operating loss as reported
Capital Expenditures
Satellite manufacturin
Satellite service®@
Corporate
Segment capital expenditures before affiliate elations(®)
Affiliate eliminations®
Total capital expenditure
Capital expenditures from discontinued operations
Capital expenditures as reported
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Year Ended December 31

2012 2011 2010
$ 88258 $ 967,43. $ 1,021,76
57,76. 140,76 143,311
940,34° 1,108,19! 1,165,08
846,14¢ 817,26¢ 797,28:
1,786,49 1,925,46. 1,962,36'
— (830) (6,102
(846,149 (817,269 (797,28))
940,34° 1,107,36! 1,158,98!
(940,34) (1,107,36) (1,158,98)

$ — $ — $ —
$ 31,23 $ 137,65¢ $ 143,07
648,20: 629,15 606,65
(27,640 (17,170 (17,860
651,79 749,63 731,86:

— (279 (1,465)
(648,207 (629,15() (606,65.)
3,59: 120,21( 123,74t
(31,239 (137,380 (141,612)
(27,640 (17,170 (17,86
(27,79 (32,519 (34,67Y)
(249,139 (248,010 (249,319
(1,134 (1,175 (1,608)
(278,06() (281,699 (285,599
249,13 248,01 249,311
(28,926 (33,689 (36,28()
27,79: 32,51+ 34,67¢
(1,139 (1,175 (1,608)

— 5,11¢ —

— — (6,857)

$ (28,779 $  (13,22) $ (26,329
40,87: 36,61¢ 35,37¢
170,39: 390,64: 254,02(

4 35C 18,67¢

211,27: 427,60¢ 308,07
(170,39 (390,64 (254,02()
40,87" 36,96: 54,05’
(40,879 (36,619 (35,379)

$ 4 3 3BC $ 18,67¢
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As of December 31,

2012 2011

Total Assets®)

Satellite manufacturin $ — 3 929,40t
Satellite service® 5,342,31: 5,724,41;
Corporate 378,99. 529,50:
Total assets before affiliate eliminatic 5,721,30! 7,183,322
Affiliate eliminations® (5,342,31) (5,347,17)
Total assets as reported $ 378,99. $ 1,836,15:

() Intersegment revenues include $58 million, $140lioniland $137 million for the years ended DecemBg&r 2012, 2011 and 20:
respectively, of revenue from affiliate

(@) Satellite services represents Telesat. Affiliaieniglations represent the elimination of amountsitattable to Telesat whose results
reported under the equity method of accountinguincmnsolidated statements of operations (see 8)o

() Represents the elimination of intercompany salesi@ercompany Adjusted EBITDA for a satellite undenstruction by SS/L for Loral.

(4) Compensation expense related to SS/L Phantom SA&sestricted stock units paid in cash or expettelde paid in cash is included
Adjusted EBITDA. Compensation expense related tth $Bantom SARs and restricted stock units paidaral common stock or expec!
to be paid in Loral common stock is included inmeation, amortization and stc-based compensatio

®) Includes corporate expenses incurred in suppoduofoperations and includes our equity investmémtXTAR and Globalstar servi
providers.

(6) Represents the gain included in continuing opemation the sale of Loral’s portion of the payloadtioe ViaSatl satellite and related 1
assets to Telesat adjusted for elimination of I's ownership interest in Telesat (see Note

(") Represents indemnification expense, net of inseraecovery, in connection with defense costs ity MHR affiliated directors in ti
Delaware shareholder derivative ce

(8 Amounts are presented after the elimination ofradmpany profit.

) Includes $2.5 billion and $2.4 billion of satellgervices goodwill related to Telesat as of DecamBie2012 and 2011, respectively.
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Revenue by Customer Location

The following table presents our revenues, incluideiticome from discontinued operations, by coutaged on customer location for
years ended December 31, 2012, 2011 and 2010dis&imds)

For the Year Ended December 31

2012 2011 2010

United State: $ 302,11: $ 397,38¢ $ 645,76¢
Canad: 57,65¢ 137,61( 137,19!
Brazil 63,03¢ - -
Spain 52,471 113,54¢ 85,16:
Bermuda 47,51 83,60( -
Mexico 36,65 82,65’ 49,157
France 33,33¢ 80,92! 24,657
Peopl’s Republic of China (including Hong Kon 99,03¢ 47,96° 44,13¢
United Kingdom 1,49¢ 40,74: 57,97¢
Australia 153,23! 40,06" -
Luxembourg 17,69¢ 31,10° 70,67¢
Norway 68,30¢ 29,80¢ -
The Netherland 6,36¢ 18,50: 26,72:
Other 1,42: 3,44¢ 17,53¢

Total revenue $ 940,34 $ 1,107,36! $ 1,158,98!

Revenue shown above is included in income fromadiscued operations in our consolidated statementperations.

During 2012, three of our customers accounted fipraimately 17%, 12% and 11% of our consolidadnues included in income fri
discontinued operations. During 2011, three of customers accounted for approximately 13%, 12% 0% of our consolidated reven
included in income from discontinued operationsribgy 2010, five of our customers accounted for agjpnately 19%, 13%, 12%, 12% ¢
11% of our consolidated revenues included in incnme discontinued operations.

19. Related Party Transactions
Transactions with Affiliates
Telesat
As described in Note 8, we own 62.8% of Telesataawbunt for our ownership interest under the gquitthod of accounting.

In connection with the acquisition of our ownershiterest in Telesat (which we refer to as the Jatiéransaction), Loral and certain o
subsidiaries, our Canadian partner, Public Seaos®n Investment Board (“PSRihd one of its subsidiaries, Telesat Holdco antheof its
subsidiaries, including Telesat, and MHR enteréd enShareholders Agreement (the “Shareholdersefgeat”). The Shareholders Agreem
provides for, among other things, the manner inclvhihe affairs of Telesat Holdco and its subsidmmvill be conducted and the relations
among the parties thereto and future shareholdefglesat Holdco. The Shareholders Agreement atetains an agreement by Loral na
engage in a competing satellite communicationsnessi and agreements by the parties to the Shaesbdldreement not to solicit employ
of Telesat Holdco or any of its subsidiaries. Amdlially, the Shareholders Agreement details thetamatrequiring the approval of |
shareholders of Telesat Holdco (including vetotsgior Loral over certain extraordinary actionsyl gmovides for preemptive rights for cer
shareholders upon the issuance of certain capitaks of Telesat Holdco. The Shareholders Agreemlsatrestricts the ability of holders
certain shares of Telesat Holdco to transfer sheles unless certain conditions are met or appafviile transfer is granted by the director
Telesat Holdco, provides for a right of first offercertain Telesat Holdco shareholders if a hotdexquity shares of Telesat Holdco wishe
sell any such shares to a third party and providesin certain circumstances, tagpng rights in favor of shareholders that are afétiated
with Loral if Loral sells equity shares and dralgng rights in favor of Loral in case Loral or @Hiliate enters into an agreement to sell alits
Telesat Holdco equity securities. In addition, 8tereholders Agreement provides for either PSPooallto initiate the process of conduc
an initial public offering of the equity shares Bélesat Holdco if an initial public offering hastrizeen completed by October 31, 2011,
fourth anniversary of the Telesat transaction.uly 2012, PSP delivered to Telesat Holdco and Lanabtice initiating this process which F
subsequently withdrew. There can be no assurantewsether, when or on what terms an initial peiolifering of Telesat Holdco equity rr
occur.
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Under the Shareholders Agreement, in the even} #iider (i) ownership or control, directly or ingctly, by Dr. Rachesky, Presiden:
MHR, of Loral's voting stock falls below certain levels or (iilete is a change in the composition of a majoritthe members of the Lol
Board of Directors over a consecutive tyear period, Loral will lose its veto rights refadito certain extraordinary actions by Telesat ida
and its subsidiaries. In addition, after eithertlidse events, PSP will have certain rights to enéblo exit from its investment in Tele
Holdco, including a right to cause Telesat Holdz@anduct an initial public offering in which PSPhares would be the first shares offere
if no such offering has occurred within one yeae tiu a lack of cooperation from Loral or Telesalddo, to cause the sale of Telesat Ho
and to drag along the other shareholders in suehshject to Loral’s right to call PSP’s sharefaa market value.

The Shareholders Agreement provides for a boamirettors of each of Telesat Holdco and certaiitsofubsidiaries, including Teles
consisting of 10 directors, three nominated by Lataee nominated by PSP and four independenttdire to be selected by a nomina
committee comprised of one PSP nominee, one nonohderal and one of the independent directors themffice. Each party to tl
Shareholders Agreement is obligated to vote alitofTelesat Holdco shares for the election of tireatiors nominated by the nominat
committee. Pursuant to action by the board of thrsctaken on October 31, 2007, Dr. Rachesky, whwnexecutive Chairman of the Bo:
of Directors of Loral, was appointed nerecutive Chairman of the Board of Directors ofebat Holdco and certain of its subsidia
including Telesat. In addition, Michael B. Targdffral’s Vice Chairman, serves on the board of directbiBetesat Holdco and certain of
subsidiaries, including Telesat.

Information related to satellite construction cawts with Telesat is as follows (in thousands):

For Year Ended December 31

2012 2011 2010
Revenues (included in income from discontinued atp@ns) from Telesat
satellite construction contrac $ 57,74 $ 139,91: $ 137,19
Milestone payments received from Tele 54,15: 126,57¢ 168,13(

Amounts receivable by SS/L from Telesat relatesatellite construction contracts as of Decembe£811 were $4.6 million.

On October 31, 2007, Loral and Telesat enteredartonsulting services agreement (the “ConsultiggeAment”) Pursuant to the terms
the Consulting Agreement, Loral provides to Telesatain nonexclusive consulting services in relation to theibass of Loral Skynet whi
was transferred to Telesat as part of the Teleaasaction as well as with respect to certain aspefche satellite communications busines
Telesat. The Consulting Agreement has a term afrsgrears with an automatic renewal for an additiseaen year term if certain conditic
are met. In exchange for Loral'services under the Consulting Agreement, Teleglhtpay Loral an annual fee of $5.0 million, paye
quarterly in arrears on the last day of March, J@eptember and December of each year during thedéthe Consulting Agreement. If 1
terms of Telesa$' bank or bridge facilities or certain other debligations prevent Telesat from paying such feesash, Telesat may iss
junior subordinated promissory notes to Loral ia #imount of such payment, with interest on sucimsory notes payable at the rate of
per annum, compounded quarterly, from the datessié of such promissory note to the date of paynhameof. Our selling, general ¢
administrative expenses for each of the years efmsmbmber 31, 2012, 2011 and 2010, are net of ircom$5.0 million related to tl
Consulting Agreement. For the years ended Deceithe?012, 2011 and 2010, Loral received paymentagh from Telesat of $1.6 millic
$3.2 million and nil, respectively, and paymentpiomissory notes of $4.5 million, $3.1 million a$l.0 million, respectively, for consulti
fees and interest. On October 31, 2012, Telesdtlpaal $24.1 million to pay off the outstandingtes.

In connection with the Telesat transaction, Lorak hretained the benefit of tax recoveries relatedhe transferred assets and
indemnified Telesat for certain liabilities inclugj Loral Skyne tax liabilities arising prior to January 1, 20@&. of December 31, 2012 ¢
2011, we had recognized a net receivable from @elkefs$0.5 million, representing our estimate af girobable outcome of these tax mat
which is included as other assets of $2.6 milliod ongterm liabilities of $2.1 million in the consolidatdalance sheet as of Decembel
2012. There can be no assurance, however, that thesnatters will be ultimately settled for the amount recorded.

Loral, along with Telesat Holdco, Telesat, PSP 4440480 Canada Inc., an indirect wholly-owned dglibsy of Loral (the Specia
Purchaser”), entered into grant agreements (thariGhgreements”) with certain executives of Teldgaich, a “Participantind collectively
the “Participants”)Each of the Participants was, at the time, an akexof Telesat, which is owned by the Company togewith its Canadie
partner, PSP, through their ownership of Telesdti¢to
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The Grant Agreements confirm grants of Telesat Elstock options (including tandem SAR rights) he Participants and provide
certain rights, obligations and restrictions redate such stock options, which include, among othergs: (w) the right of each Participan
require the Special Purchaser to purchase a parfidhe shares in Telesat Holdco owned by him & dlkent of exercise after terminatior
employment to cover taxes that are greater thamtimmum withholding amount; (x) the possible ohblign of the Special Purchasel
purchase the shares in the place of Telesat Hadtioold Telesat Holdco be prohibited by applicalble br under the terms of any cre
agreement applicable to Telesat Holdco from puiicigasuch shares, or otherwise default on such pieclobligation, pursuant to the term
the Grant Agreements; (y) the obligation of the G&qePurchaser to purchase shares upon exerciSeelegat Holdco of its call right unc
Telesat Holdco’s Management Stock Incentive Planhim event of a Participast'termination of employment; and (z) the right aick
Participant to require Telesat Holdco to causeSgpecial Purchaser or Loral to purchase a portigh@ghares in Telesat Holdco owned by
or that are issuable to him under Telesat Holslddanagement Stock Incentive Plan at the relevard, tin the event that more than 90%
Loral’'s common stock is acquired by an unaffiliatbitd party that does not also purchase all of ' RSRd its affiliates’interest in Teles
Holdco.

The Grant Agreements further provide that, in thent the Special Purchaser is required to purchhaees, such shares, together witt
obligation to pay for such shares, shall be transéeto a subsidiary of the Special Purchaser, kvbidsidiary shall be wound up into Teli
Holdco, with Telesat Holdco agreeing to the acdjoisi of such subsidiary by Telesat Holdco from tBpecial Purchaser for nomi
consideration and with the purchase price for thares being paid by Telesat Holdco within ten (i03iness days after completion of
winding-up of such subsidiary into Telesat Holdco.

Loral received special cash distributions from Fateof $376 million on March 28, 2012 and $44 miilion July 5, 2012. The distributic
were the result of a Telesat refinancing and realpation transaction (see Note 8).

ViaSat/Telesat

In connection with an agreement entered into batw®®/L and ViaSat, Inc. (“ViaSatfpr the construction by SS/L for ViaSat of a t
capacity broadband satellite called Via%abn January 11, 2008, we entered into certaieeagents, described below, pursuant to whict
invested in the Canadian coverage portion of th@S¥i1 satellite. Until his resignation in February 20Michael B. Targoff served, a
another Loral director currently serves, as a merbthe ViaSat Board of Directors.

A Beam Sharing Agreement between us and ViaSatiggdvfor, among other things, (i) the purchase fyfia portion of the ViaSdt-
satellite payload providing coverage into Canade (tLoral Payload”)and (i) payment by us of 15% of the actual codtdaanch an
associated services, launch insurance and telentetcking and control services for the Via3atatellite. SS/L commenced construction o
Viasat satellite in January 2008. SS/L recorded salégia®at under this contract of $0.4 million, $1Tflion and $34.6 million for th
years ended December 31, 2012, 2011 and 2010, ctegde. SS/L’'s sales to ViaSat have been included in income fdisgontinue
operations in our statements of operations fothhee years ended December 31, 2012, 2011 and 2010.

On April 11, 2011, Loral assigned to Telesat antk3a assumed from Loral all of Loraltights and obligations with respect to the L
Payload and all related agreements. In considerédiothe assignment, Loral received $13 millioonfr Telesat and was reimbursed by Tel
for approximately $48.2 million of net costs incadrthrough closing of the sale, including coststtier satellite, launch and insurance, and
of the gateways and related equipment. Also, imeotion with the assignment, Loral is entitled égeive ondialf of any net revenue eart
by Telesat in connection with the leasing of certsipplemental capacity on the payload to its enste during the first four years after
commencement of service using the supplementakiasp&or the year ended December 31, 2012, weegaapproximately $1.0 million unc
this arrangement, which had not yet been paid Bgsb as of December 31, 2012. In connection wi¢hsiale, Loral also assigned to Tel
and Telesat assumed Loral's 15-year contract wiptoiet Communications, Inc. (“Xplornet”fofmerly known as Barrett Xplore Inc.)
delivery of high throughput satellite Keand capacity and gateway services for broadbamitss in Canada. Our consolidated statemer
operations for the year ended December 31, 201tudad a $6.9 million gain on this transaction, uthg the portion classified
discontinued operations of $1.8 million, repregemtihe $13 million in proceeds in excess of codjasted for cumulative intercompany pr
eliminations and our retained ownership interestTalesat. During 2010, a subsidiary of Loral erdemeto contracts with ViaSat f
procurement of equipment and services and with sk¢léor consulting, management, engineering anegration services related to
gateways that enable commercial services usingdhed Payload. Prior to April 11, 2011, we had madenulative payments of $3.9 million
ViaSat and $1.4 million to Telesat under these emgents.
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Costs of satellite manufacturing for sales to salaparties included in income from discontinuedrapens were $30.7 million, $12¢
million and $140.5 million for the years ended Daber 31, 2012, 2011 and 2010, respectively.

In connection with an agreement reached in 1999aandverall settlement reached in February 2006 @hinaSat relating to the dela
delivery of ChinaSat 8, SS/L has provided China#t usage rights to two Ku-band transponders olesggs Telstar 10 for the life of su
transponders (subject to certain restoration rjgdmsl to one Ku-band transponder on Telasaglstar 18 for the life of the Telstar 10 sate
plus two years, or the life of such transpondebjett to certain restoration rights), whicheveisiorter. Pursuant to an amendment tc
agreement executed in June 2009, in lieu of rigghtse of the Kusand transponders on Telstar 10, ChinaSat hasriglan equivalent amot
of Ku-band capacity on Telstar 18 (the “Alternati@apacity”). The Alternative Capacity may be utilized by China8atil April 30, 201!
subject to certain conditions. Under the agreem8&/L makes monthly payments to Telesat for thaspanders allocated to China:
Effective with the termination of Telesatleasehold interest in Telstar 10 in July 2009 $akes monthly payments with respect to cap
used by ChinaSat on Telstar 10 directly to APT,dtvaer of the satellite. As of December 2011, our consolidated balance sheet incluc
liability of $3.7 million for the future use of tee transponders. Interest expense on this liasliticluded in discontinued operations was
million and $0.5 million and $0.7 million for theegirs ended December 31, 2012, 2011 and 2010, teshed-or the year ended December
2012, we made payments of $2.2 million to Telesaspant to the agreement. The liability for thaifetuse of these transponders was ret
by SS/L in connection with the Sale.

XTAR

As described in Note 8, we own 56% of XTAR, a jorenture between Loral and Hisdesat and accourdupbinvestment in XTAR und
the equity method of accounting. SS/L construct@@dR’s satellite, which was successfully launched inr&aty 2005. XTAR and Loral ha
entered into a management agreement whereby Laraides general and specific services of a techrficancial, and administrative nature
XTAR. For the services provided by Loral, XTAR ikazged a quarterly management fee equal to 3.7%I'é&iR’s quarterly gross revenu
Amounts due to Loral primarily due to the managetragreement as of December 31, 2012 and 2011 wekerillion and $4.2 millior
respectively. Beginning in 2008, Loral and XTAR eeg to defer amounts owed to Loral under this agee¢, and XTAR has agreed tha
excess cash balance (as defined), will be applidelaat quarterly towards repayment of receivablged to Loral, as well as to Hisdesat
Telesat. No cash was received under this agreefimetite years ended December 31, 2012 and 2011.

MHR Fund Management LLC

Mark H. Rachesky, managing principal of MHR, and Baldstein, a former managing principal of MHRe anembers of Lorad’ board ¢
directors. Sai S. Devabhaktuni, former managinggipal of MHR, was a member of the Loral Board Lim$ resignation in January 2012.

Various funds affiliated with MHR and Dr. Racheskgld, as of December 31, 2012 and 2011, approxin@®.3% and 38.69
respectively, of the outstanding voting common Istand as of December 31, 2012 and 2011 had a cechlmwnership of outstanding vot
and non-voting common stock of Loral of 57.4% afidr%o, respectively.

Consulting Agreement

On December 14, 2012, Loral entered into a comgultigreement with Michael B. Targoff, Vice Chairmafnthe Company and forr
Chief Executive Officer and President. Pursuarnthte agreement, Mr. Targoff is engaged as a fira-consultant to the Board to assist
Board with respect to the oversight of strategidtera relating to Telesat and Xtar and the Via&atsbLit. Under the agreement, Mr. Tar
receives net consulting fees of $103,000 per maftér deducting certain expenses for which he ransds the Company. Mr. Targoff ear
$51,500 for service performed in the period front&€maber 15, 2012 to December 31, 2012.
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20. Selected Quarterly Financial Information (unaudted, in thousands, except per share amounts)

Quarter Ended

Year ended December 31, 2019 March 31, June 30, September 3C December 31
Operating los: $ 4,610 $ (4,269 $ (10,316 $ (9,589
Loss from continuing operations before income taaes$ equity in net

income (loss) of affiliate (4,537 (4,129 (22,799 (5,750
Equity in net income (loss) of affiliate 6,86¢ (11,359 41,58¢ (2,762
Income (loss) from continuing operatic (890 (9,719 65,40« 45,64¢
Income from discontinued operations, net of 8,50¢ 4,93 4,271 302,93:
Net income (loss 7,61¢ (4,78)) 69,67¢ 348,57¢
Net income (loss) attributable to Loral common shaiders 7,631 (4,779 69,88¢ 348,58
Basic and diluted income (loss) per st
Basic income (loss) per share from continuing oj@ma (0.03) (0.3 2.1z 1.4¢
Basic income per share from discontinued operatioetsof tax 0.2¢ 0.1€ 0.1¢ 9.8t
Basic income (loss) per she 0.2t (0.16 2.2 11.3¢
Diluted income (loss) per share from continuingragiens (0.03) (0.39 2.0t 1.4¢
Diluted income per share from discontinued openatimet of ta 0.2¢ 0.1¢ 0.1¢ 9.7¢
Diluted income (loss) per sha 0.2t (0.1¢) 2.1¢ 11.22

Quarter Ended

Year ended December 31, 2013)3) March 31, June 30, September 3C December 31
Operating (loss) incom $ (5,099 $ 1,44« (4,07¢) $ (5,507)
(Loss) income from continuing operations beforeme taxes and equit

in net income (loss) of affiliate (559 35E (4,865 (7,277)
Equity in net income (loss) of affiliate 46,24¢ 23,94( (77,269 113,40!
Income (loss) from continuing operatic 43,19( 14,84 (97,559 92,13:
Income from discontinued operations, net of 24,60¢ 14,78¢ 20,257 14,91¢
Net income (loss 67,79: 29,62¢ (77,299 107,05:
Net income (loss) attributable to Loral common shalders 67,81¢ 29,33 (77,369 106,89:
Basic and diluted income (loss) per sHD:
Basic income (loss) per share from continuing oip@na 1.41 0.4¢ (3.1¢) 3.0C
Basic income per share from discontinued operatiogisof tax 0.8C 0.4¢ 0.6€ 0.4¢
Basic income (loss) per she 2.21 0.9¢ (2.52 3.4¢
Diluted income (loss) per share from continuingratiens 1.32 0.44 (3.1¢ 2.8(
Diluted income per share from discontinued openatimet of ta 0.7¢ 0.47 0.6¢€ 0.4¢
Diluted income (loss) per sha 2.1C 0.91 (2.52) 3.2¢
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(1) The quarterly earnings per share information ismated separately for each period. Therefore, the alusuch quarterly per share amo
may differ from the total for the yee

(@ As a result of the Sale of SS/L on November 2, 2012 2011 selected quarterly financial informati@s been restated to reflect SS/L
discontinued operatiol

(®) Variations in income from continuing operations agayuarters in 2012 are primarily the result oftfi¢ effect of changes in forei
exchange rates between the Canadian dollar antd.®edollar on our equity in net income (loss) @ldsat and (ii) the limitation «
recording our portion of Telesathet income or loss due to the reduction of threymey amount of our investment in Telesat to zasa
result of the excess of cash dividends receivenh fi@lesat in 2012. In addition, equity in net in@iioss) of affiliates for the quar
ended March 31, 2012 included expense relatedeciappayments to executives and certain emplogéd®lesat in connection with t
cash distribution to shareholders and expenseerklat refinancing. Equity in net income (loss) fifliates for the quarter ended June
2012 included expense related to refinancing. Yara in income from continuing operations amongrtgrs in 2011 are primarily t
result of the effect of changes in foreign excharajes between the Canadian dollar and the U.&rdmh our equity in net income (lo
of Telesat
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LORAL SPACE & COMMUNICATIONS INC.
VALUATION AND QUALIFYING ACCOUNTS
For the Year Ended December 31, 2012, 2011 and 2010
(In thousands)
Additions
Balance at Charged to Charged to Deductions Balance at
Beginning Costs and Other From Ehof

Description of Period Expenses®  Accounts®  Reserved? Period
Year ended 201(
Allowance for billed receivables $ 3,68. $ — 3 — 3 (3,459 $ 228
Inventory allowance $ 28,297 $ 4297 $ — 3 (1,229 $ 31,37(
Deferred tax valuation allowance $ 414,03t $ (402,809 $ —  $ — % 11,22¢
Year ended 2011
Allowance for billed receivables $ 222 $ — % — % — % 22%
Inventory allowance $ 31,37C $ (100 $ — $ — 3 31,36(
Deferred tax valuation allowance $ 11,22¢  $ (375 $ 33 $ — $ 10,88
Year ended 201z
Allowance for billed receivables $ 22 $ (229) $ —  $ — $ —
Inventory allowance $ 31,36( $ (31,360 $ — $ — $ —
Deferred tax valuation allowance $ 10,887 $ (3,779 $ — $ — $ 7,10¢

(1) Changes in the deferred tax valuation allowanceckviiave been charged to other accounts have beerdeel in accumulated otl
comprehensive loss and other deferred tax as

(@ Deductions from reserves reflect write-offs of uliectible billed receivables and disposals of iroen.

(3 During the fourth quarter of 2010, we determineaikddl on all available evidence, that a full vahraillowance was no longer requirec
our deferred tax assets and, therefore, $335.3omilif the valuation allowance was reversed asnanme tax benefit. In addition, 1
valuation allowance was reduced by $67.5 milliohwbich $40.1 million was recorded as a benefittmtinuing operations and $2
million was recorded as a benefit to discontinupdrations. Allowances for billed receivables angkimory charged to costs and expe
in 2012 reflect the Sale of SS/L on November 2,22
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Report of Independent Registered Chartered Accountats
To the Board of Directors and Shareholders of &tlewldings Inc.

We have audited the accompanying consolidated dinhatatements of Telesat Holdings Inc. and suésas (the “Company”), which
comprise the consolidated balance sheets as ahibece1, 2012 and December 31, 2011 and the cdasedi statements of income,
statements of comprehensive income, statementsamiges in shareholders' equity and statementssbfftaavs for each of the years in the
three-year period ended December 31, 2012, anthenaty of significant accounting policies and oteeplanatory information.

Management's Responsibility for the Consolidated Fiancial Statements

Management is responsible for the preparation aingpfesentation of these consolidated financatkeshents in accordance with International
Financial Reporting Standards as issued by thenat®nal Accounting Standards Board and for satérnal control as management
determines is necessary to enable the prepardticonsolidated financial statements that are fremfmaterial misstatement, whether due to
fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsadWe conducted our audits in
accordance with Canadian generally accepted agditemdards and the standards of the Public Comacgunting Oversight Board (United
States). Those standards require that we complyetftical requirements and plan and perform thé émdbtain reasonable assurance about
whether the consolidated financial statementsraesffom material misstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurétgiconsolidated financial statements.
The procedures selected depend on the auditogsnjent, including the assessment of the risks oérratmisstatement of the consolidated
financial statements, whether due to fraud or efromaking those risk assessments, the auditaiders internal control relevant to the ent
preparation and fair presentation of the consatiddinancial statements in order to design audit@dures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the entityternal control. An audit also includes
evaluating the appropriateness of accounting siosed and the reasonableness of accounting e=gtimade by management, as well as
evaluating the overall presentation of the constdid financial statements.

We believe that the audit evidence we have obtaimedr audits is sufficient and appropriate toyie a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statetegaresent fairly, in all material respects, thmaficial position of Telesat Holdings Inc. and
subsidiaries as at December 31, 2012 and Decemb@031 and their financial performance and cashdlfor each of the years in the three-
year period ended December 31, 2012 in accordaitbdmternational Financial Reporting Standardssased by the International Accounti
Standards Board.

/s/ Deloitte LLP

Independent Registered Chartered Accountants

Licensed Public Accountants

February 19, 2013
Toronto, Canada
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Telesat Holdings Inc.

Consolidated Statements of Income
For the year ended December 31

(in thousands of Canadian dollars) Notes 2012 2011 2010
Revenue 5 % 845,81( $ 808,36: $ 821,36:
Operating expenses 6 (245,36)) (187,76 (206,46:)
600,44! 620,59¢ 614,89
Depreciatior 13 (208,68") (198,620 (202,18
Amortization (35,965 (41,029 (45,469
Other operating gains, net 7 5,89( 114,06¢ 83,01¢
Operating incom: 361,68¢ 495,01 450,26
Interest expens 8 (242,20¢) (227,05) (256,58))
Loss on financing 18, 2( (77,279 —
Interest and other incon 1,361 1,55¢ 5,75z
(Loss) gain on changes in fair value of finanamsitiument: (58,989 98,58t (12,169
Gain (loss) on foreign exchange 78,85¢ (78,844) 163,96t
Income before ta 63,43¢ 289,26: 352,23.
Tax expense 9 (36,339 (51,98¢) (66,13))
Net income $ 27,10 $ 237,270 $ 286,10:

See accompanying notes to the consolidated finbstaitements
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Telesat Holdings Inc.

Consolidated Statements of Comprehensive Income
For the year ended December 31

(in thousands of Canadian dollars) 2012 2011 2010
Net income $ 27,10 $ 237,27" $ 286,10:
Other comprehensive income (lo

Foreign currency translation adjustments, netx{$ail — 2012, 2011, 201C (1,509 (3,54)) (1,692)

Actuarial gains (losses) on defined benefit plares,of tax

(2012 — $(376), 2011 — $10,486, 2010 — $3,357) 1,587 (31,077 (9,450

Other comprehensive income (loss) 78 (34,619 (11,149
Total comprehensive income $ 27,18( $ 202,65 $ 274,95!

See accompanying notes to the consolidated finhstEtements
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(in thousands c
Canadian dollars)
Balance at January 1, 201!
Net income for the ye:
Dividends declared on preferr
shares
Other comprehensive loss, net
tax recovery of $3,35
Share based paymel
Balance at December 31, 201

Balance at January 1, 201.
Net income for the ye:
Dividends declared on preferr
shares
Other comprehensive loss, net
tax recovery of $10,48
Share based paymel
Balance at December 31, 201

Balance at January 1, 201.

Net income for the ye:

Issuance of share capi

Return of capita

Other comprehensive income (lo
net of tax expense
of $376

Share based paymel

Balance at December 31, 201

Telesat Holdings Inc.

Consolidated Statements of Changes in Shareholdetsguity

Equity-
settled Foreign
Accumulated employee currency Total
Common Preferred Total share earnings benefits translation Total shareholders
Notes shares shares capital (deficit) reserve reserve reserves equity
$ 756,41 $ 541,76. $ 1,29817. $ (112,81) $ 19,90¢ $ — 19,90¢ $ 1,205,26
— — — 286,10: — — — 286,10:
— — — (30 — — — (30)
— — — (9,450 — (1,697) (1,697) (11,14
24 — = = = 4,667 — 4,667 4,667
$ 756,41 $ 541,76 $ 129817 % 163,80: $ 24570 $ (1,692 22,88. $ 148486
$ 756,41 $ 541,76. $ 1,29817 $ 163,80: $ 24570 $ (1,697) 22,88. $ 1,484,86
— — — 237,27! — — — 237,27
— — — (10 — — — (10)
— — — (31,079 — (3,54) (3,54) (34,619
24 — — — — 2,65¢ — 2,65¢ 2,654
$ 756,41 $ 541,76 $ 129817 $ 369,99: $ 27227 $ (5,239 21,99 $ 1,690,16
$ 756,41 $ 541,76. $ 1,29817 $ 369,99. $ 27227 $ (5,239 21,99 $ 1,690,16
— — — 27,10: — — — 27,10:
21 — 14,76: 14,76: — — — — 14,76:
21 (415,81 (240,73) (656,54f) — — — — (656,54
— — — 1,581 — (1,509 (1,509 78
— — — (25,639 (23,189 — (23,189 (48,829)
$ 340,60. $ 315,79. $ 656,39 $ 373,04: $ 4,03¢ $ (6,747) (2,709 $ 1,026,73

See accompanying notes to the consolidated finbstaitements
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(in thousands of Canadian dollars)
Assets

Cash and cash equivalel

Trade and other receivabl

Other current financial asse
Prepaid expenses and other current assets
Total current assets

Satellites, property and other equipm
Other lon¢-term financial asse!
Other lon¢-term asset

Intangible asset

Goodwill

Total assets

Liabilities

Trade and other payabl

Other current financial liabilitie
Other current liabilitie

Current indebtedness

Total current liabilities

Long-term indebtednes

Deferred tax liabilitie:

Other lon¢-term financial liabilities
Other lon¢-term liabilities

Senior preferred shares

Total liabilities

Shareholders' Equity

Share capite

Accumulated earning

Reserves

Total shareholders' equity

Total liabilities and shareholders' equity

Telesat Holdings Inc.
Consolidated Balance Sheets

Notes

December 31, 201 December 31, 201

26
10

11
5,13
5,12

5,14
15

16
18

17
19

21

$ 180,96: $ 277,96:
63,76: 46,78¢

6,79¢ 7,01(

22,94¢ 22,12¢

274,46t 353,88

2,090,75 2,151,91

131,53¢ 142,40t

4,692 5,53¢

858,69 896,07

2,446,60: 2,446,60:

$ 5,806,74' $ 5,996,42
$ 35,70¢ $ 45,15¢
90,59 82,98t

77,93( 67,87

31,95! 86,49¢

236,18: 282,51t

3,374,97 2,748,13.

485,16: 451,89t

281,46:. 259,78:

402,23: 422,50:

— 141,43!

4,780,01 4,306,26:

656,39: 1,298,17

373,04: 369,99.

(2,709 21,99¢

1,026,73. 1,690,16

$ 5,806,74' $ 5,996,42

See accompanying notes to the consolidated finbsteilements
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Telesat Holdings Inc.

Consolidated Statements of Cash Flows

For the year ended December 31

(in thousands of Canadian dollars)

Cash flows from operating activities
Net income

Adjustments to reconcile net income to cash flonwsfoperating

activities:
Amortization and depreciatic
Deferred tax expens
Unrealized foreign exchange (gain) It
Loss (gain) on derivative
Dividends on senior preferred sha
Shar+based compensatic
Loss (gain) on disposal of ass
Impairment loss on intangible ass
Reversal of impairment loss on satellites, propartst other
equipmen
Reversal of impairment loss on intangible as
Insurance procee(
Loss on financing
Other
Customer prepayments on future satellite sen
Insurance procee(
Repurchase of stock options and exercise of
stock appreciation righ
Operating assets and liabilities
Net cash from operating activities
Cash flows from investing activities
Satellite program
Purchase of other property and equipn
Purchase of intangible ass
Insurance procee(
Proceeds from sale of assets
Net cash used in investing activitie
Cash flows from financing activities
Proceeds from indebtedne
Proceeds from issue of promissory n
Repayment of promissory nc
Repayment of Loral Note
Repayment of indebtedne
Repayment of senior preferred she
Payment of premium on early retirement of indebésd
Payment of debt issue co:
Return of capital to shareholde
Dividends paid on preferred sha
Satellite performance incentive payments
Net cash used in financing activitie:
Effect of changes in exchange rates on cash afdezpsvalent:
(Decrease) increase in cash and cash equivz
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of yei

Supplemental disclosure of cash flow informatior
Interest receive
Interest paic
Income taxes pai

Notes 2012 2011 2010
$ 27,10. $ 237,270 $ 286,10
244,65( 239,64 247,65

9 37,89¢ 51,85¢ 63,85:
(83,377) 67,70¢ (170,010

58,98« (87,919 13,95¢

— 1,65( 2,07t

24 1,20: 2,65¢ 4,667
7 77¢ 1,48: (3,826)
7 — 19,46¢ —
7 — — (7,929
7 (1,194 — (71,269
7 — (135,019 —
18, 2( 77,27¢ — —
(48,867) (30,807 (24,930

40,34 57,76¢ 30,98:

314 11,22¢ —

(35,266 — —

26 (26,50 (13,119 (29,81%)
$ 293,35, $ 423,88 $ 341,50

$ (162549 $  (356,19) $  (257,72)
(7,611) (17,566 (3,966)

14 (16€) (12,61¢) —
7 — 135,01¢ —
72 14¢ 26,92t

$  (17025) $  (25121) $ (234,76}

$ 3,306,86 $ — 3 —
20 145,46 — —
20 (145,46() — —
(20,827) — —
(2,611,22) (108,74) (34,94¢)

19 (141,43Y) — —
(39,442 — —

(52,03() — —

21 (656,54() — —
— (10) (30)

(4,587) (5,92¢) (5,099

$  (21921) $  (11467) $ (40,075

$ (886) $ (324) $ (55¢)

$ (97,00) $ 57,667 $ 66,10¢
277,96. 220,29 154,18

26 $ 180,96: $ 277,96. $ 220,29!
$ 1,127 $ 2,121 $ 2,40¢

$ 256,98! $ 242,90! $ 279,05:

$ 376: $ 2,32¢ $ 3,391

See accompanying notes to the consolidated finbsteitements
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Telesat Holdings Inc.

Notes to the 2012 Consolidated Financial Statements
(all amounts in thousands of Canadian dollars, exge for per share amounts and where otherwise noted)

1. BACKGROUND OF THE COMPANY

Telesat Holdings Inc. (the “Company” or “Telesdt)a Canadian corporation. Telesat is a globabffis&tellite services operator providing
secure satellite-delivered communications solutisaddwide to broadcast, telecom, corporate andcegauwent customers. The Company has
fleet of 13 satellites plus the Canadian Ka-bandqgzal on ViaSat-1 with one more satellite awaitisgnch. Telesat also manages the
operations of additional satellites for third pesti Telesat is headquartered in Ottawa at 160kde@ourt, Ontario, Canada, K1B 5P4, with
offices and facilities around the world.

On October 31, 2007, Canada’s Public Sector Pensi@stment Board (“PSP Investments”) and Loralcgp& Communications Inc.
(“Loral”), through a newly formed entity called Bsiat Holdings Inc. completed the acquisition oe§at Canada from BCE Inc. As at
December 31, 2012, Loral and PSP Investments icttlireold an economic interest in Telesat of 628% 35.3%, with the remaining interest
held by private individuals. Loral indirectly holdsvoting interest of 33 1/3% on all matters inahgcthe election of directors. PSP Investme
indirectly holds a voting interest of 66 2/3% ohrahtters except for the election of directors, ar@D% voting interest for the election of
directors. The remaining voting interest of 36 2/f%the election of directors is held by sharelosdof the Company’s director voting
preferred shares.

2. BASIS OF PRESENTATION
Statement of Complianc

The consolidated financial statements were preparadcordance with International Financial Repaytstandards (“IFRS”) as issued by
the International Accounting Standards Board (“IABB he accounting policies described in note 3avewnsistently applied to all the periods
presented.
Approval of Financial Statement

These financial statements were approved by thét &aimmittee of the Board of Directors and authediZor issue on February 19, 2013.
Basis of Consolidatior

These consolidated financial statements includedbelts of the Company and subsidiaries contrdiiethe Company. Control is achieved
when the Company has the power to govern the finhand operating policies of an entity so as ttawbbenefits from its activities. The most
significant wholly-owned subsidiaries are listechivte 28.
3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have begraped on the historical cost basis except for oeftaancial instruments which are
measured at fair values, as explained in the adtmupolicies below. Historical cost is based oe thir value of the consideration given or
received in exchange for assets or liabilities.
Segment Reportin

The Company’s operating segments are organizecdhdribie group’s service lines, which represent tioeig/s business activities. The
operating segments are reported in a manner censistth the internal reporting provided to the Gmmy’s Chief Operating Decision Maker
(the “CODM"), who is the Company’s Chief Executi@dficer. To be reported, a segment is usually basedquantitative thresholds but can

also encompass qualitative factors management deigmficant. The Company operates in a single stigusegment, in which it provides
satellite-based services to its broadcast, entermd consulting customers around the world.
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Telesat Holdings Inc.

Notes to the 2012 Consolidated Financial Statements
(all amounts in thousands of Canadian dollars, exge for per share amounts and where otherwise noted)

3. SIGNIFICANT ACCOUNTING POLICIES - (continued)
Foreign Currency Translation

Unless otherwise specified, all figures reportethaconsolidated financial statements and assatiaite disclosures are presented in
Canadian dollars, which is the functional and pnégiion currency of the Company. Each of the suasas of the Company determines its «
functional currency and uses that currency to nregisems on its separate financial statements.

Upon consolidation of the Company’s foreign openagihaving a functional currency other than thea@am dollar, assets and liabilities
are translated at the year end exchange rateegerdue and expenses are translated at averagengeataes for the year. Gains or losses on
translation of foreign subsidiaries are recognireother comprehensive income (“OCI”).

On the financial statements of the Company ansubsidiaries, foreign currency non-monetary assedsiabilities are translated at their
historical exchange rates, foreign currency mogedasets and liabilities are translated at the gedrexchange rates, and foreign denominate
revenue and expenses are translated at averagengpechates for the year. Gains or losses on tt@mslaf these items are recognized as a
component of net income.

Cash and Cash Equivalents

All highly liquid investments with an original matty of three months or less are classified as @ashcash equivalents. Cash and cash
equivalents are comprised of cash on hand, demepalsids and short-term investments. Restricted eagbcted to be used within the next
twelve months has been classified as cash andecpstalents.
Revenue Recognitio

Telesat recognizes revenue from satellite serwide=n earned, as services are rendered or delite@dtomers. Revenue is measured at
the fair value of the consideration received oereable. There must be clear evidence that an geraent exists, the amount of revenue must
be known or determinable and collectability mustdssonably assured.

Revenue from a contract to sell consulting servisescognized as follows:
» Consulting revenue f¢“cost plu” contracts are recognized after the work has bempleted and accepted by the custor
* The percentage of completion method is usedfiwed price” consulting revenue contracts. Perogataf completion is measured by

comparing actual cost incurred to total cost exgub

Equipment sales revenue is recognized when theeguit is delivered to and accepted by the custoBwy. equipment sales are subjec
warranty or return and there is no general rightetdirn. Historically Telesat has not incurred gfigant expense for warranties and
consequently no provision for warranties are reedrd

When a transaction involves more than one produsenrvice, revenue is allocated to each deliverbaged on its relative fair value;
otherwise, revenue is recognized as products dineedked or as services are provided over the terthecustomer contract. Transactions are
evaluated to determine whether Telesat is the pahand if the transactions should be recorded gross or net basis.
Deferred Revenu

Deferred revenue represents the Compaiigbility for the provision of future servicesdhis classified on the balance sheet in other ot

liabilities and other long-term liabilities. Defed revenue consists of remuneration received iaraah of the provision of service and is
recognized in income on a straight-line basis derterm of the related customer contract.
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Telesat Holdings Inc.

Notes to the 2012 Consolidated Financial Statements
(all amounts in thousands of Canadian dollars, exge for per share amounts and where otherwise noted)

3. SIGNIFICANT ACCOUNTING POLICIES - (continued)
Borrowing Costs

Borrowing costs are incurred on the Company’s iebncing. Borrowing costs directly attributableth® acquisition, production or
construction of a qualifying asset are added tacths of that asset. The Company has defined dfgjnglasset as an asset that takes
longer than twelve months to get ready for itsndied use or sale. Capitalization of borrowing costs#tinues until such time as the asset
is substantially ready for its intended use or yefad sale. Borrowing costs are determined basespaific financing related to the asset
or in the absence of specific financing, the boimmicosts are calculated on the basis of a capéti#din rate which is equal to the
Company'’s weighted average cost of debt. All oti@rowing costs are expensed in the period in witiely are incurred.
Satellites, Property and Other Equipme

Satellites, property and other equipment, whichcairgied at cost, less accumulated depreciatioreagchccumulated impairment
losses, include the contractual cost of equipntagitalized engineering costs, and with respesatellites, the cost of launch services,
launch insurance and capitalized borrowing costmdiconstruction.

Depreciation is calculated using the straight-imethod over the respective estimated useful liféseassets.

Below are the estimated useful lives in years télb&es, property and other equipment as of Deam3i, 2012.

Years
Satellites 12 to 15
Property and other equipme 210 30

Construction in progress is not depreciated asetétion only starts when the asset is ready $oniended use. For satellites,
depreciation commences on the day the satelliterbes available for service and continues untilateumulated depreciation equals the
amount of the cost or until the satellite is retire

The investment in each satellite will be removexhfithe property accounts when the satellite has hély depreciated and is no
longer in service. When other property is retinghf operations at the end of its useful life, theoant of the asset and accumulated
depreciation are removed from the accounts. Easrdng credited with the amount of any net salvadgevand charged with any net cost
of removal. When an item is sold prior to the ehdsuseful life, the gain or loss is recognizadricome immediately.

In the event of an unsuccessful launch or totarinit satellite failure, all unamortized costs thaet not recoverable under launch or
in-orbit insurance are recorded as an operatingrese

Liabilities related to decommissioning and restorabf retiring property and equipment are measuaitedir value with a
corresponding increase to the carrying amountefétated asset. The liability is accreted overpigod of expected cash flows with a
corresponding charge to interest expense. Thditiabirecorded to date have not been significadt @e reassessed at the end of each
reporting period. There are no decommissioningestaration obligations for satellites.

Deferred Satellite Performance Incentive Payme
Deferred satellite performance incentive paymergsoaligations payable to satellite manufactureres ¢he lives of certain satellites.

The present value of the payments are capitalizqmhet of the cost of the satellite and recognimedcome as part of the depreciation of
the satellite.
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Telesat Holdings Inc.

Notes to the 2012 Consolidated Financial Statements
(all amounts in thousands of Canadian dollars, exge for per share amounts and where otherwise noted)

3. SIGNIFICANT ACCOUNTING POLICIES - (continued)
Impairment of Lon¢-Lived Assets

Tangible fixed assets and finite life intangibleets are assessed for impairment on an annualdrasisre frequently when events or
changes in circumstances indicate that the carmahge of assets exceeds the recoverable amount.

An impairment test consists of assessing the readleamount of an asset, which is the highersofiaiir value less cost to sell and its
value in use. If it is not practicable to estimtite recoverable amount for a particular assetCthrapany determines the recoverable
amount of the cash generating unit (*CGU”) with elhit is associated. A cash generating unit issthallest identifiable group of assets
that generates cash inflows which are largely iedent of the cash inflows from other assets ongg®f assets.

The Company estimates value in use on the basiedastimated future cash flows to be generateshbgsset or CGU. These future
cash flows are based on the Company’s latest esiplan information approved by senior managemmhiige discounted using rates
that best reflect the time value of money and tfexsic risks associated with the underlying assetssets in the CGU.

The fair value less cost to sell is the amountiobtzle from the sale of the asset or CGU in thesmof an arm’s length transaction
between interested, knowledgeable and willing partiess selling costs.

An impairment loss is the amount by which the dagyamount of an asset or CGU exceeds its recoleeeathount. When an
impairment loss subsequently reverses, the cargimgunt of the asset (or a CGU) is increased toethised estimate of its recoverable
amount, so that the increased carrying amount doesxceed the carrying amount that would have lbdeéermined had no impairment
loss been recognized for the asset (or CGU) irr gears. Impairment losses and reversals of impaitrtosses are recognized in other
operating gains.

Goodwill and Intangible Assets

The Company accounts for business combinationg ubaacquisition method of accounting, which dighbs specific criteria for
the recognition of intangible assets separatelmfgmodwill. Goodwill represents the excess betwbertotal of the consideration
transferred over the fair value of net assets aeduiAfter initial recognition at cost, goodwill iseasured at cost less any cumulative
impairment charge.

The Company distinguishes intangible assets betasgets with finite and indefinite useful livesaimgible assets with indefinite
useful lives are comprised of the Company’s tragime and orbital slots. Finite life intangible assethich are carried at cost less
accumulated amortization, consist of revenue bagldastomer relationships, customer contract, cgsioa rights, transponder rights and
patents. Intangible assets with finite lives ar@giped over their estimated useful lives usingdtraight-line method of amortization,
except for revenue backlog which is based on tipe&ed period of recognition of the related revenue

Below are the estimated useful lives in years effthite life intangible assets as of December2gi,2.

Years
Revenue backlog 4to 17
Customer relationshir 11 to 21
Customer contrac 15
Concession right 8to 1t
Transponder right 5to 14
Patents 18
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Telesat Holdings Inc.

Notes to the 2012 Consolidated Financial Statements
(all amounts in thousands of Canadian dollars, exge for per share amounts and where otherwise noted)

3. SIGNIFICANT ACCOUNTING POLICIES - (continued)
Impairment of Goodwill and Indefinite Life Intangite Asset:

An assessment for impairment of goodwill and indiéi life intangible assets are performed annualtynore frequently whenever
events or changes in circumstances indicate tieatdtrying amount of these assets are likely teeacheir recoverable amount. Goodwill
is tested for impairment at the entity level as tigipresents the lowest level within the Comparwhath the goodwill is monitored for
internal management purposes, and is not largarghaperating segment. Indefinite life intangitiese not been allocated to any CGU
and are tested for impairment at the asset level.

An impairment test consists of assessing the readleamount of an asset, which is the highersofiaiir value less cost to sell and its
value in use.

Orbital Slots

In performing the orbital slot impairment analystse Company determines, for each orbital slofaitsvalue less costs to sell, known
as the market approach, and its value in use, kramathe build-up approach, on an annual basishigter of these two amounts is
determined to be the recoverable amount. To thenéxthat the recoverable amount is less than thrgicg value of the asset, an
impairment exists and the asset is written dowitstoecoverable amount.

Fair value less costs to sell is the amount obkdénfiom the sale of an asset in an arm’s lengthsaction between knowledgeable
and willing parties after deducting the costs sfdisal. In order to determine this amount, the Gomgestimates what an independent
third party would pay to purchase the orbital $iptooking to actual market transactions for simdasets.

The value in use amount is the present value ofuttuee cash flows expected to be derived fromabeet. The determination of this
amount includes projections of cash inflows from tontinuing use of the asset and cash outflovisatiearequired to generate the
associated cash inflows. These cash inflows asodiged at an appropriate weighted average castpifal.

The key assumptions used in estimating the recbieemounts of the orbital slots include:

i) the market penetration leading to revenue gro

ii) the profit margin

iii) the duration and profile of the bu-up period;

iv) the estimated st-up costs and losses incurred during the -up period; anc
v) the weighted average cost of capi

Goodwill

In performing the goodwill impairment analysis, iempany assesses the recoverable amount of thieussisg the build-up
approach as well as the market approach in therdigtation of the fair value of goodwill at the dwtievel.

Under the build-up approach, the sum of the prefdiscounted cash flows for the next five yearaddition to a terminal value are
used to determine the fair value at the entityllewethis model, significant assumptions usedudel: revenue, expenses, capital
expenditures, working capital, terminal growth ratel discount rate.

Under the market approach, the fair value at thigydevel is determined based on market multiglesved from comparable public

companies. As part of that analysis, assumptiomsrade regarding comparability of selected compain@uding revenue, earnings
before interest, taxes, depreciation and amortimatiultiples for valuation purposes, growth ragize and overall profitability.
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Telesat Holdings Inc.

Notes to the 2012 Consolidated Financial Statements
(all amounts in thousands of Canadian dollars, exge for per share amounts and where otherwise noted)

3. SIGNIFICANT ACCOUNTING POLICIES - (continued)

Under both approaches, all assumptions used imtitel are based on management’s best estimatesliSdwaint rates are consistent
with external sources of information.

Trade Name

For the purposes of impairment testing, the falu@af the trade name was determined using an ircpproach, specifically the
relief from royalties method.

The relief from royalties method is comprised obtmajor steps:
i) adetermination of the hypothetical royalty rateg
i) the subsequent application of the royalty ratertjegted revenue

In determining the hypothetical royalty rate in tieéef from royalties method, the Company constderomparable license
agreements, operating earnings benchmark ruleuafitthan excess earnings analysis to determine gafgrentangible asset earnings, and
other qualitative factors. The key assumptions uiseldde the tax and discount rates.

Financial Instruments

Telesat uses derivative financial instruments toaga its exposure to foreign exchange rate risbcésted with debt denominated in
foreign currencies, as well as to reduce its expoRuinterest rate risk associated with debt. €htly, Telesat does not designate any of its
derivative financial instruments as hedging insteats for accounting purposes. All realized and alized gains and losses on these
derivative financial instruments are recorded i ¢bnsolidated statement of income and includgzhetsof (loss) gain on changes in fair
value of financial instruments.

Financial assets and financial liabilities that eessified as held-for-trading (“HFT”) are meagues fair value. The unrealized gains
and losses relating to the HFT assets and liasliire recorded in the consolidated statementofrie included in (loss) gain on changes
in fair value of financial instruments. Loans aedeivables and other liabilities are recorded airéimed cost in accordance with the
effective interest rate method.

Derivatives, including embedded derivatives thasinie separately accounted for, are recordedratdhie on the consolidated
balance sheet at inception and marked to marlesicit reporting period thereafter. Derivatives erdeddn other financial instruments are
treated as separate derivatives when their riskchadacteristics are not closely related to thdsheohost contract and the host contract is
measured separately according to its charactexistiee Company accounts for embedded foreign ceyreerivatives and the related host
contract as a single instrument where the conteagtires payments denominated in the currencyislkammonly used in contracts to
procure non-financial items in the economic envinent in which Telesat transacts.

Transaction costs for financial instruments clasdifs HFT are expensed as incurred. Transactists twat are directly attributable to
the acquisition of the financial assets and finah@bilities (other than HFT) are added or deéddrom the fair value of the financial
asset and financial liability on initial recognitio

Financing Costs
The debt issuance costs related to the RevolviegdiCFacility and the Canadian Term Loan Facility accounted for as short-term
and long-term deferred charges and included ingidegxpenses and other current assets and otletdom assets. The deferred charges

are amortized to interest expense on a straigatdasis. All other debt issuance costs are amdrt@zéterest expense using the effective
interest method.
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3. SIGNIFICANT ACCOUNTING POLICIES — (continued)
Employee Benefit Plan

Telesat maintains one contributory and three nontritiutory defined benefit pension plans which pdevbenefits based on length of
service and rate of pay. Telesat is responsibladequately funding these defined benefit pensiansp Contributions are made based on
actuarial cost methods that are permitted by pensigulatory bodies and reflect assumptions ahduté investment returns, salary
projections and future service benefits. Telessd pfovides other post-employment and retirememetits, including health care and life
insurance benefits on retirement and various disaplans, workers compensation and medical bésnédi former or inactive employees,
their beneficiaries and covered dependents, aft@i@/ment but before retirement, under certainuitstances.

The Company accrues the present value of its dmiggunder employee benefit plans and the reledsts, adjusted for any
unrecognized past service cost and reduced byathediue of plan assets. Any asset resulting ftloisicalculation is limited to any
unrecognized past service cost plus the presené\ailavailable refunds and reductions in futunetgbutions to the plan. Pension costs
and other retirement benefits are determined usiagrojected benefit method prorated on serviceraanagement’s best estimate of
expected investment performance, salary escalagtirement ages of employees and expected hesi¢hcosts.

Pension plan assets are valued at fair value whialso the basis used for calculating the expeetedof return on plan assets. The
discount rate is based on the market interestofatégh quality bonds and is consistent with guidadescribed by the Canadian Institute
of Actuaries in an Educational note dated Septer@b&i. Past service costs arising from plan amenthrege recognized immediately to
the extent that the benefits are already vestatiptrerwise are amortized on a straight-line bagés the average remaining vesting
period. All actuarial gains and losses are recaghimmediately in other comprehensive income inpiiiéod in which they occur and
recognized in accumulated earnings. A valuatigrei$ormed at least every three years to deterrhia@tesent value of the accrued
pension and other retirement benefits.

The pension expense for 2012 was determined basatembership data as at December 31, 2010. Theextbenefit obligation as
at December 31, 2012 was determined based on thibership data as at December 31, 2011, extrapobategear, and based on
December 31, 2012 assumptions. For post-retirebramfits, the expense for 2012 was based on mehipe@lata as at December 31,
2009. The accrued benefit obligation as at Decer@be2012 was determined based on membership saiaSeptember 30, 2012,
extrapolated three months, and based on Decemb@032 assumptions. The most recent valuationeoptnsion plans for funding
purposes was as of January 1, 2012. The next ezhjuiluation for the employee pension plan is akafiary 1, 2013 while the pension
plan for designated employees is due as of Jariy&915. Valuations will be performed for both genslans as of January 1, 2013.

In addition, Telesat provides certain health caue lde insurance benefits for retired employedsede benefits are funded primarily
on a pay-as-go basis, with the retiree generalyngea portion of the cost through contributionsddctibles and co-insurance provisions.
Payments to defined contribution retirement benm@éihs are recognized as an expense when emplbggesendered service entitling
them to the contributions.

Share-Based Compensation Plan

The Company offers an equity-settled share-basashtive plan for certain key employees under witiceceives services from
employees in exchange for equity instruments ofdbmpany. The expense is based on fair value cdwaeds granted using the Black-
Scholes option pricing model. The expense is reizegnover the vesting period, which is the perigdrovhich all of the specified vesting
conditions are satisfied, with a correspondingéase in equity. For awards with graded vestingfahievalue of each tranche is
recognized over the respective vesting period.
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3. SIGNIFICANT ACCOUNTING POLICIES - (continued)
Inventory

Inventories are valued at the lower of cost andestzable value and consist of finished goodswark in process. Cost for substantially
all network equipment inventories are determine@ eveighted average cost basis. Cost for work@ecgss and certain one-of-a-kind finished
goods are determined using the specific identificatnethod.

Income Taxes

Income tax expense, comprised of current and daféncome tax, is recognized in income exceptéoetktent it relates to items
recognized in other comprehensive income or eqimntwhich case the income tax expense is recognizether comprehensive income or
equity, respectively.

Current income tax is measured at the amount eggeaotbe paid to the taxation authorities, neeabwreries, based on the tax rates and
laws enacted or substantively enacted at the balsimeet date.

Deferred taxes are the result of temporary diffeesrarising between the tax bases of assets dnilitiea and their carrying amount.
Deferred tax assets and liabilities are measur#teabx rates that are expected to apply in thiegevhere the asset is realized or the liability
is settled, based on tax rates and laws that hese énacted or substantively enacted at the batdmeet date. Deferred tax assets are
recognized for all deductible temporary different®the extent that it is probable that taxabldiprall be available against which the
deductible temporary difference can be utilized.

The carrying amount of deferred tax assets is veieat each balance sheet date and reduced tgtd that it is no longer probable that
the deferred tax assets will be realized. Unrecaghtleferred tax assets are reassessed at eacbebsiteeet date and recognized to the extent
that it has become probable that future taxablétpril allow the deferred tax assets to be reaek

Deferred tax liabilities are recognized for allaaie temporary differences except when the defdecetlability arises from the initial
recognition of goodwill or the initial recognitiaf an asset or liability in a transaction whichnat a business combination. For taxable
temporary differences associated with investmantaibsidiaries, a deferred tax liability is recagui unless the parent can control the timing
of the reversal of the temporary difference arid firobable that the temporary difference will r®@terse in the foreseeable future.

Future Changes in Accounting Policies

The IASB recently issued a number of new accourgtagdards. The new standards determined to beablgl to the Company are
disclosed below. The remaining standards have éeelnded as they are not applicable or not material

Financial instrument:

IFRS 9,Financial Instrument$‘IFRS 9”) was issued by the International AccongtiStandards Board (“IASB”) on October 28, 201@] an
will replace IAS 39Financial Instruments: Recognition and Measurem@#&S 39”). IFRS 9 uses a single approach to deteemvhether a
financial asset is measured at amortized costiovdéue, replacing multiple rules in IAS 39. Thepaoach in IFRS 9 is based on how an entity
manages its financial instruments in the contextsabusiness model and the contractual cash fleavacteristics of the financial assets. Two
measurement categories continue to exist to acdoufihancial liabilities in IFRS 9, fair value tbugh profit or loss (“FVTPL"and amortize:
cost. Financial liabilities held-farading are measured at FVTPL, and all other fir@riabilities are measured at amortized cost smkhe fail
value option is applied. The treatment of embedtird/atives under the new standard is consistetiit MiS 39 and is applied to financial
liabilities and non-derivative hosts not within theope of this standard. IFRS 9 is effective faruat periods beginning on or after January 1,
2015. The Company is currently evaluating the inhp&tFRS 9 on its consolidated financial statersent
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3. SIGNIFICANT ACCOUNTING POLICIES - (continued)
Presentation of financial statemel

On June 16, 2011, the IASB issued the amendedoveos$ilAS 1,Presentation of Financial StatemeiitbAS 1”). The amendments to IAS
1 retain the “one or two statement” approach abteon of the entity and revise how the componefitsther comprehensive income are
presented. The revised standard is effective fouahperiods beginning on or after July 1, 2012 Tompany is currently evaluating the
impact of revised IAS 1 on its consolidated finahsitatements.

Accounting for post employment bene

On June 16, 2011, the IASB issued the amendedoved$ilAS 19,Employee Benefif§IAS 19R”). The amendments make changes in
eliminating the accounting option to defer the grdtion of actuarial gains and losses, streamlitirggpresentation of changes in assets and
liabilities arising from defined benefit plans aslixas amendments to disclosure requirements. Gsanghe defined benefit obligation and
plan assets are disaggregated into three compoisemice costs, net interest on the net definefiteobligation (asset) and remeasurements
of the net defined benefit obligation (asset). Tédndsed standard is effective for annual periodsirbeng on or after January 1, 2013, with
earlier application permitted. The Company is aottyeevaluating the impact of IAS 19R on its condated financial statements.

Fair value measurement and disclosure requirem

IASB issued IFRS 13 air value measuremelittFRS 13”) on May 12, 2011. IFRS 13 provides guida on how fair value measurement
should be applied whenever its use is already redur permitted by other standards within IFR®R$FL3 is effective for annual periods
beginning on or after January 1, 2013, with eadjgplication permitted. The Company is currentlglaating the impact of revised IFRS 13 on
its consolidated financial statements.

4. CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES
Critical judgments in applying accounting policies

The following are the critical judgments made iplgpg the Company’s accounting policies which h#tve most significant effect on the
amounts reported in the financial statements:

Revenue recognitic

The Company’s accounting policy relating to reveremognition is described in note 3. The percentdg®mmpletion method is used for
fixed price consulting revenue contracts and rexujudgment by management to accurately estimats swurred and accurately estimate
costs required to complete contracts.

Uncertain income tax positions

The Company operates in numerous jurisdictionsigsdbject to country-specific tax laws. Managemesas significant judgment when
determining the worldwide provision for tax andimsttes provisions for uncertain tax positions @&sdmounts expected to be paid based on &
gualitative assessment of all relevant factorshénassessment, management considers risk witaatetgptax matters under active discussion,
audit, dispute or appeal with tax authorities, bick are otherwise considered to involve uncenaikltanagement reviews the provisions at
each balance sheet date.

Determining whether an arrangement contains a ¢

Management uses significant judgment in assessiregghgr each new arrangement contains a lease bade®IC 4. The determination
whether an arrangement is, or contains a leabasisd on the substance of the arrangement atiiocejatte or whether the fulfillment of the
arrangement is dependent on the use of a spes#@t ar assets or the arrangement conveys a oigisetthe asset. If contracts contain a lease
arrangement, the leases are classified as fin@ases$ whenever the terms of the lease transfaiastialy all the risks and rewards of
ownership to the lessee. All other leases areifiedas operating leases.
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4. CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES - ( continued)
Critical accounting estimates and assumptions

The Company makes accounting estimates and assumapliat affect the carrying value of assets atilliiies, reported net income
and disclosure of contingent assets and liabilitetsimates and assumptions are based on histexpakience, current events and other
relevant factors, therefore, actual results mafeddnd could be material. The accounting estimatesassumptions critical to the
determination of the amounts reported in the fingrstatements are as follows:

Derivative financial instruments measured at faitue

Derivative financial assets and liabilities meaduaefair value were $109.3 million and $282.9 ioil| respectively, at December 31, 2(
(December 31, 2011 — $134.4 million and $213.5iaill respectively). Quoted market values are unalbks for the Company’s financial
instruments and in the absence of an active matkeCompany determines fair value for financiaktimments based on prevailing market r
(bid and ask prices, as appropriate) for instrusarith similar characteristics and risk profilesmternal or external valuation models, such as
option pricing models and discounted cash flow ysia) using observable market-based inputs. Thermé@tation of fair value is affected
significantly by the assumptions used for the ani@und timing of estimated future cash flows andaiisit rates. As a result, the fair value of
financial assets and liabilities and the amourgaifs or losses on changes in fair value recome@tincome could vary.

Impairment of goodwil

Goodwill represents $2,446.6 million of total asset December 31, 2012 and December 31, 2011.Dieiag whether goodwill is
impaired requires an estimation of the CompanylaezalThe Company’s value requires management imats the future cash flows expected
to arise from operations and to make assumptiayerdéng economic factors, tax rates, and annuaVthroates. Actual operating results and
the related cash flows of the Company could dififem the estimates used for the impairment analysis

Impairment of intangible asse

Intangible assets represent $858.7 million of tatslets at December 31, 2012 (December 31, 20%B96.1 million). Impairment of
intangible assets is tested annually or more fretyé indicators of impairment exist. The impaiemt analysis requires the Company to
estimate the future cash flows expected to ar@m® foperations and to make assumptions regardingpetio factors, discount rates, tax rates,
and annual growth rates. Actual operating resultsthe related cash flows of the Company coulcedififom the estimates used for the
impairment analysis.

Where an impairment loss subsequently reversegattiging amount of the CGU or individual asseéhigeased to the revised estimate of
its recoverable amount, so long as the increaseyitg amount does not exceed the carrying amdattwould have been determined had no
impairment loss been recognized for the CGU oniddial asset in prior years.

The reversal of an impairment requires managenoargdssess several indicators that led to the impatrniterequires the valuation of tl
recoverable amount by estimating the future cashdlexpected to arise from the CGU or individualeasnd the determination of a suitable
discount rate in order to calculate its preseni&aSignificant judgments are made in establisttiege assumptions.

Employee benefii

The cost of defined benefit pension plans and gibst employment medical benefits and the presaoewvof the pension obligation are
determined using actuarial valuations. An actuargdliation involves making various assumptions Whiay differ from actual developments
in the future. These include the determinatiorhefdiscount rate, future salary increases, maortadies, future pension increases and return o
plan assets. Due to the complexity of the valuatibe underlying assumptions, and its long-ternumgta defined benefit obligation is highly
sensitive to changes in these assumptions. Allnagsans are reviewed annually.
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4. CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES - ( continued)
Determination of useful life of satellites and tiniife intangible asse!

The estimated useful life and depreciation metlwdétellites and finite life intangible assets mdewed annually, with the effect of any
changes in estimate being accounted for on a pectigpeasis. Any change in these estimates may aaignificant impact on the amounts
reported.

Income taxes

Management assesses the recoverability of defearegissets based upon an estimation of the Companyjected taxable income using
existing tax laws, and its ability to utilize fueutax deductions before they expire. Actual resdtdd differ from expectations.

5. SEGMENT INFORMATION

Telesat operates in a single industry segmenthiciwit provides satellite-based services to itsaldicast, enterprise and consulting
customers around the world.

The Company derives revenue from the following sex.

e Broadcast — distribution or collection of video and audigsals in the North American and International meshkehich include delivery
of television programming, occasional use servibasgdled, value added services such as digitalddngpsatellite capacity, uplinking and
downlinking services and radio servic

» Enterprise — provision of satellite capacity and ground netaservices for voice, data, image transmissioniatetnet services around
the world.

» Consulting and other — all consulting services related to space anthesgments, government studies, satellite coatlices and
research and developme

Revenue derived from the above service lines wefellbws:

Year ended December 3. 2012 2011 2010

Broadcas $ 439,41( $ 436,67t $ 454,21t
Enterprise 380,49t 341,88: 334,98:
Consulting and Other 25,90¢ 29,80: 32,16
Total revenue $ 845,81( $ 808,36. $ 821,36:

Geographic Information

Revenue by geographic region was based on the giarigin of the revenue (destination of the bifjiinvoice), allocated as follows:

Year ended December 3. 2012 2011 2010

Canade $ 417,38. $ 411,18 $ 419,03:
United State: 268,43¢ 247,92: 261,13t
Europe, Middle East & Afric: 74,95: 75,88’ 77,03:
Asia & Australia 17,297 19,25« 16,26¢
Latin America & Caribbean 67,74« 54,11: 47,89
Total revenue $ 845,81( $ 808,36: $ 821,36:
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5. SEGMENT INFORMATION - (continued)

Telesat’s satellites are in geosynchronous orbit.disclosure purposes, the satellites have bessifiled based on ownership. Satellites,
property and other equipment and intangible assetgographic region are allocated as follows:

As at December 3] 2012 2011

Canads $ 1,796,851 $ 1,809,15;
United State: 236,60! 276,21:
All others 57,29¢ 66,55:
Total satellites, property and other equipment $ 2,090,75 $ 2,151,91
As at December 31 2012 2011

Canads $ 813,97t $ 848,89
United State: 31,73¢ 33,257
All others 12,98¢ 13,92:
Total intangible assets $ 858,69 $ 896,07¢

Other long-term financial assets and other longitassets by geographic region are allocated asafsil

As at December 3] 2012 2011

Canade $ 125,13t $ 141,08:
All others 6,39¢ 1,32¢
Total other long-term financial assets $ 131,53" $ 142,40t
As at December 3! 2012 2011

Canads $ 4,18 $ 3,38¢
United States 50¢€ 2,15(
Total other long-term assets $ 469: $ 5,53¢

Goodwill was not allocated to geographic regionary of the years.
Major Customers

For the year ended December 31, 2012, there werasitymificant customers each representing more 1086 of consolidated revenue
(December 31, 2011 — two customers, December 31 20 two customers).

6. OPERATING EXPENSES

The Company’s operating expenses are comprisdtedbtiowing:

Year ended December 3. 2012 2011 2010

Compensation and employee bene® $ 115,89¢ $ 61,75¢ $ 66,43¢
Other operating expens(® 47,55¢ 48,11( 52,34
Cost of sale&) 81,91( 77,90( 87,68:
Operating expense! $ 24536. $ 187,76! $ 206,46:

(&) Compensation and employee benefits includeisaldonuses, commissions, pestployment benefits and charges arising from thard
of stock options. The expense for the year endexkiDber 31, 2012, includes $52.5 million of comp&naaand benefit expense related to
payments to executives and certain employees es@ein conjunction with the special cash distidoupaid to the Company’s
shareholders (see note 29) and the cost of beasBtciated with the repurchase for cash considerat stock options and the exercise of
share appreciation rights in respect to their stymtions by certain executive
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6. OPERATING EXPENSES - (continued)

(b) Other operating expenses include general amdrastrative expenses, marketing expenses, in-orbitrance expense, professional fees

(©)

and facility costs

Cost of sales includes the rental of third-paeapacity, the cost of equipment sales and cagstly attributable to the facilitation of
customer contract

7. OTHER OPERATING GAINS, NET

(@)

(b)

Year ended December 31 2012 2011 2010

Insurance proceed® $ — $ 135,01¢ $ —
Impairment reversal (loss) on intangible assette(d) 1,19¢ (19,46%) 71,26¢
Impairment reversal on satellites, property aneogguipmen(® — — 7,92¢
Gain on forgiveness of satellite performance ingenpayment: 5,47¢ — —
(Loss) gain on disposal of assets (77¢€) (1,489 3,82¢
Other operating gains, net $ 589( $ 114,06¢ $ 83,01¢

The Company had insurance policies that pravi®/erage for a total, constructive total, or jpatoss of Telstar 14R /Estrela do Sul 2.
Following the launch of the satellite in May 201ie Company determined that the north solar aadgd to fully deploy and promptly
filed a notice of loss with its insurers. Duringettiird quarter of 2011, the Company filed a claimder its policies to its insurers. In
December 2011, the Company received insurance @isaef USD $132.7 million from its insurers witlspect to the claim. Based on
managemer's best estimate and assumptions, there was norimgrati in Telstar 14R/Estrela do Sul 2 as a reduli@solar array failure

In 2010, an impairment loss of $7.9 million wasewsed on the satellites. The reversal of impairmerst mainly due to changes in reve
assumptions

8. INTEREST EXPENSE

The components of interest expense are as follows:

Year ended December 3. 2012 2011 2010

Interest expense on indebtedn $ 197,38¢ $ 181,42¢ $ 191,82«
Interest expense on derivative instrume 45,87 62,12« 60,81¢
Interest expense on performance incentive payn 4,14; 4,361 5,01¢
Interest expense on senior preferred sh 2,38( 9,86¢ 12,33¢
Interest expense on promissory n 8,62¢ — —
Interest expense on Loral Not 1,25¢ 1,291 1,00¢
Other expense — — 224
Capitalized interest (17,46¢) (32,029 (14,644
Interest expense $ 242,20t $ 227,05. $ 256,58
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9. INCOME TAXES

Year ended December 31 2012 2011 2010

Current tax (recovery) expen (1,565 $ 13z $ 2,27¢
Deferred tax expense 37,89¢ 51,85« 63,85:
Tax expense 36,33¢ $ 51,98t $ 66,13:

A reconciliation of the statutory income tax ratdich is a composite of Canadian federal and pmalnates, to the effective income tax

rate is as follows:

Year ended December 3. 2012 2011 2010
Income before ta 63,43¢ 289,26: $ 352,23.
Multiplied by the statutory income tax rate of 286 (2011 — 28.11%, 2010 —

30.49%) 16,817 81,31 107,39¢
Income tax recorded at rates different from thegdizan tax rat (2,397 (40¢) 17¢
Permanent difference 2,84¢ (9,316 (17,81)
Effect on deferred tax balances due to changecionire tax rate from 25.15% to

26.51% (effective June 20, 201 25,42( — —
Origination and reversal of temporary differen (3,947 (10,145 (24,88()
Previously unrecognized tax losses and ci — (8,977) —
Adjustments related to prior yez (2,229 — —
Other (19%5) (479) 1,24
Tax expense 36,33 51,98¢ $ 66,13:
Effective income tax rate 57.28% 17.9% 18.7%

The tax effects of temporary differences betweenctirrying amounts of assets and liabilities faoanting purposes and the amounts

used for tax purposes are presented below:

As at December 3] 2012 2011
Deferred tax asset:

Investment tax cred $ 4,06: $ 2,702
Foreign tax credi 14,97 11,28¢
Financing charge 11,461 5,43¢
Deferred revenu 3,29¢ 4,06t
Loss carry forward 7,34¢ 25,53¢
Employee benefit 14,18( 15,25(
Other 76€ 471
Total deferred tax assets $ 56,09 $ 64,754
Deferred tax liabilities

Capital asset $ (297,66) $ (276,15%)
Intangibles (235,22) (226,85))
Finance charge (4,94)) (9,359
Reserves (3,428 (4,27¢)
Total deferred tax liabilities $ (541,25) $ (516,65()
Deferred tax liabilities, net $ (485,16) $ (451,891
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9. INCOME TAXES - (continued)
Losses and tax credits

At December 31, 2012, the Company had Canadialosaes carried forward of $27.7 million and U.S Itssses carried forward of $31.2
million. The deferred tax asset not recognizedespect of the U.S. losses was $10.6 million. Thea@mn and U.S. losses will expire between

2027 and 2030.

The Company has $121 million of Canadian capitsdés carried forward which may only be used ag#inste capital gains. The defer
tax asset not recognized in respect of these lagae$16 million. These losses may be carried fohirdefinitely.

In addition, the Company has $22.2 million of inwesnt tax credits and foreign tax credits which roaly be used to offset taxes paya
The deferred tax assets not recognized in respeéicese credits is $3.2 million. They will beginegpire in 2013.

Investments in subsidiaries
As at December 31, 2012, the Company had tempditieyences of $30.7 million associated with inveshts in subsidiaries for which
deferred tax liabilities have been recognizedhasGompany is able to control the timing of theersal of these temporary differences and it i

not probable that these differences will reversihinforeseeable future.

10. TRADE AND OTHER RECEIVABLES

As at December 31 2012 2011

Trade receivable $ 63,80¢ $ 49,93¢
Trade receivables due from related pat 21 38¢€
Less: Allowance for doubtful accounts (2,95 (3,740
Net trade receivable 60,87¢ 46,58:
Other receivables 2,88¢ 207
Trade and other receivables $ 63,76: $ 46,78¢

Allowance for doubtful accounts

The movement in the allowance for doubtful accouvds as follows:

Year ended December 31 2012 2011

Allowance for doubtful accounts, beginning of y $ 3,74C  $ 7,12¢
Provisions (reversal) for impaired receivak 15¢ (13€)
Receivables written off during the ye (677) (3,050
Foreign currency exchange differences (27€) (202
Allowance for doubtful accounts, end of year $ 2951 $ 3,74(
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11. PREPAID EXPENSES AND OTHER CURRENT ASSETS

As at December 31 2012 2011

Prepaid expensd@ $ 16,40C $ 10,30:
Income tax recoverab 1,23¢ 5,90z
Inventory®) 5,01¢ 4,25¢
Deferred charge) 30C 1,66:
Prepaid expenses and other current assets $ 22,94¢ $ 22,12¢

(a) Prepaid expenses are primarily comprised gigicesatellite in-orbit insurance, prepaid intexsiong-term indebtedness, and prepaid
license fees

(b) At December 31, 2012, inventory consists oB$illion of finished goods (December 31, 2011 -4.1$million) and $0.1 million of work
in process (December 31, 2011 — $0.2 million). Dgithe year, $21.1 million was recognized as cbstjaipment sales and recorded as
an operating expense (December 31, z— $18.3 million, December 31, 20'— $15.6 million).

(c) Deferred charges include deferred financing charglkesing to the Revolving Credit Facility and tBanadian Term Loan Facility (see n
18).

12. OTHER LONG-TERM ASSETS

As at December 3! 2012 2011

Prepaid satellite -orbit insurance $ 1328 % 4,921
Deferred charge 1,061 87
Income tax recoverab 1,77¢ —
Other 527 52€
Other long-term assets $ 469: $ 5,53¢
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13. SATELLITES, PROPERTY AND OTHER EQUIPMENT

Property and
other Assets under
Satellites equipment construction Total

Cost at January 1, 201: $ 201887 $ 183,91t $ 354,74. $ 2,557,53
Additions — 1,36¢ 371,99° 373,36!
Disposals/retiremen (26,507) (16,336 — (42,839
Reclassifications and transfers from assets unatestruction 321,74: 24,79 (346,53;) —
Impact of currency translation — (27€) — (276)
Cost at December 31, 201 $ 231411 $ 193,46. $ 380,20 $ 2,887,78
Additions — 2,09¢ 146,63: 148,73:
Disposals/retiremen — (6,919 — (6,917
Reclassifications and transfers from assets unatestauction 267,83: 12,85¢ (280,69() —
Impact of currency translation — (610) (20) (630)
Cost at December 31, 201 $ 258194 $ 200,89( $ 246,12¢ $  3,028,96
Accumulated depreciation and impairment at Januaryl,

2011 (505,601 (73,139 — (578,74)
Depreciatior (181,659 (16,969 — (198,62f)
Disposals/retiremen 26,50: 14,76¢ — 41,27
Impact of currency translation — 23C — 23C
Accumulated depreciation and impairment at DecembeB1,

2011 $  (660,76) $ (75,100 $ — $ (735,860
Depreciatior (191,47) (17,219 — (208,68))
Disposals/retiremen — 6,00: — 6,00:
Impact of currency translation — 337 — 337
Accumulated depreciation and impairment at DecembeB1,

2012 $  (852,23) $ (85,970 $ — $  (938,21)
Net carrying values
At December 31, 201 $ 165334 $ 118,36: $ 380,20t $ 2,151,91
At December 31, 201 $ 1,729,71 $ 114,91: $ 246,12¢ $  2,090,75

Substantially all of the Company'’s satellites, mdp and other equipment have been pledged asitseasiia requirement of the
Company'’s Senior Secured Credit Facilities (note 18

Borrowing costs of $17.5 million arising on finangiwere capitalized for the year ended Decembe2@12 (December 31, 2011 — $32.0
million, December 31, 2010 — $14.6 million). Thesaage capitalization rate was 7% (8% in 2011, 8%0ih0), representing the Company’s
weighted average cost of debt.

No impairment was recognized for the years endezeBéber 31, 2010, 2011 and 2012. In 2010, an imgaitof $7.9 million was
reversed on the satellites.
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14. INTANGIBLE ASSETS

Total

Indefinite life Finite life Intangibles
Orbital Trade Revenue Customer Customer Transponder
slots name backlog relationships contract rights Other
Cost at January 1,
2011 $ 597,83t $ 17,00¢ $ 268,26° $ 198,02t $ — 28,497 % 145¢ % 1,111,08
Additions — — — — 12,61¢ — — 12,61¢
Impact of currency translatic 61 — 70 51 — — (129) 61:
Cost at December 31, 201 $ 598,45 $ 17,000 $ 268,33 $ 198,07 $ 12,61  $ 28,497 $ 1,33 $  1,124,31
Additions — — — — 63 — 108 16€
Disposals — — — — — — — —
Impact of currency translatic (861) — (88) (63) — — (157) (1,169
Cost at December 31, 201 $ 597,59: $ 17,000 $ 268,248 $ 198,01 $ 12,68! $ 28,497 $ 1281 $ 112331
Accumulated amortization and

impairment at January 1, 2011 $ (10) $ — 3 (110,22) $ 4417) $ — (10,849 $ 197 $ (165,539
Amortization — — (27,930) (11,00%) (39 (4,109 (86) (43,169
Impairment (29,469) — — — — — — (29,469)
Impact of currency translatic 1 — (55) (22) — — 13 (63
Accumulated amortization and

impairment at December 31,

2011 $ (19,569 $ — 3 138,21) $ (55,199 $ (39 $ (14,95) $ (270 $  (228,23)
Amortization — — (22,569) (11,00%) (84E) (3,147 (92) (37,659
Impairment reverse 1,194 — — — — — — 1,194
Impact of currency translatic — — 35 8 — — 38 81
Accumulated amortization and

impairment at December 31,

2012 $ (18,379 $ — $  (160,74) $ (66,199 $ (884 $ (18,099 $ (329 $  (264,61)
Net carrying values
At December 31, 201: $ 578,88" $ 17,000 $ 130,128  $ 142,87¢  $ 12,57¢  $ 13,54 $ 1,068 $ 896,07¢
At December 31, 201: $ 579,21t % 17,000 $ 107,50¢ $ 131,81¢ $ 11,797 $ 10,39¢  $ 957 % 858,69

The orbital slots represent a right to operatellgatein a given longitudinal coordinate in spaadere geostationary orbit may be
achieved. They are limited in availability and regent a scarce resource. Usage of orbital sltiteissed through the International
Telecommunications Union. Satellite operators camegally expect, with a relatively high level ofteénty, continued occupancy of an
assigned orbital slot either during the operatidifialof an existing orbiting satellite or upon fapement by a new satellite once the operatione
life of the existing orbiting satellite is over. Asresult of the “expectancy right” to maintain tmece awarded orbital slots, an indefinite life is
typically associated with orbital slots.

The Companys trade name has a long and established histstyprag reputation and has been synonymous withtgwadd growth withir
the satellite industry. It has been assigned aefinite life because of expected ongoing future use

The following are the remaining useful lives of theangible assets:

Years
Revenue backlo 1to 1:
Customer relationshiy 6 to 1¢
Transponder right 9
Customer contrac 14
Concession right 8to 1!
Patent 13
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14. INTANGIBLE ASSETS - (continued)

Substantially all of the Company'’s intangible asdetve been pledged as security as a requiremémt Gompanys Senior Secured Cre
Facilities.

Impairment

Finite life intangible assets are assessed annaatlyare included with the Company’s CGUSs. Ind#ditife intangible assets are tested for
impairment at the individual asset level. The ahimpairment test was performed in the fourth geladf 2010, 2011 and 2012.

In 2010, an impairment loss of $71.3 million wagarsed on the orbital slots. The impairment wagioaily recorded in 2008 when
discount rates were high due to liquidity issuethcredit markets. The subsequent decreasedaudisrates, as well as changes in revenue
projections and gross margin assumptions positivepacted the valuation of the orbital slots in @01

In 2011, an impairment of $19.5 million was recagu on orbital slots (December 31, 201he-impairment) mainly due to an increas
discount rates. In 2012, $1.2 million of the impaént was reversed due to a decrease in discoest rat

No impairment loss was recognized in 2012.
The recoverable amount is calculated using thevietig assumptions:

2012 2011 2010
Discount rate 10.5(% 10.75% 10.0(%

15. GOODWILL
The Company carries goodwill at its cost of $2,848illion with no accumulated impairment lossessiacquisition.
Impairment

Goodwill is tested for impairment at the entityéébecause that represents the lowest level atwgoodwill supports the Company’s
operations and is monitored internally. The anmmglairment test on goodwill was performed in thertb quarter of 2010, 2011, and 2012 in
accordance with the policy described in note 3. Chenpany’s recoverable amount exceeded the carwghg therefore, no impairment was
recognized. The most significant assumptions use¢hkld impairment test were as follows:

2012 2011 2010
Discount rate 10.5(% 10.7%% 10.0(%
Terminal year growth ral 3.0(% 3.0(% 3.0(%

Some of the more sensitive assumptions used inutiie forecasted cash flows and the discounttaill have yielded different
estimates of recoverable amount. Actual operatsglts and the related cash flows of the Companidatiffer from the estimated operating
results and related cash flows used in the impaitraealysis. Had different estimates been useambultd have resulted in a different fair value.
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16. OTHER CURRENT LIABILITIES

As at December 31 2012 2011
Deferred revenu $ 74,61 $ 66,58¢
Decommissioning liabilitie 13z 151
Uncertain tax positio 2,02: —
Other 1,161 1,13¢
Other current liabilities $ 77,930 $ 67,87
17. OTHER LONG-TERM LIABILITIES
As at December 31 2012 2011
Deferred revenu $ 336,48t $ 342,28:
Net defined benefit plan obligations (see note 59,58¢ 67,02t
Uncertain tax position 2,22( 6,79¢
Unfavorable backlo 61 1,78¢
Unfavorable lease — 76¢
Decommissioning liabilitie 1,46¢ 1,461
Other 2,40¢ 2,38¢
Other long-term liabilities $ 402,23. % 422,50:.
18. INDEBTEDNESS
As at December 3! 2012 2011
Senior Secured Credit Faciliti@®
Revolving Credit Facility $ —  $ —
The Canadian Term Loan Facill — 80,00(
Term Loan A 500,00t —
The U.S. Term Loan Facility (USD $1,684,8( — 1,720,68
Term Loan B- U.S. Facility (USD $1,716,37! 1,702,811 —
The U.S. Term Loan Il Facility (USD $144,72 — 147,80t
Term Loan B- Canadian Facilit 174,12! —
6.0% Senior Notes (USD $900,0(©) 892,89( —
11.0% Senior Notes (USD $692,840) — 707,58
12.5% Senior Subordinated Notes
(December 31, 2012 and 2011 — USD $217,1%5) 215,46( 221,80:
3,485,29 2,877,87
Less: deferred financing costs, interest rate fipprepayment
options and premiun{® (78,367 (43,257
3,406,93! 2,834,622
Less: current portion (net of deferred financingtspinterest rate floors, prepayment option:
and premiums) (31,959) (86,49%)
Long-term portion $ 3,37497 $ 2,748,13
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18. INDEBTEDNESS - (continued)

On March 28, 2012, Telesat Canada entered intavaGredit Agreement with a syndicate of banks wipobvides for the extension of
credit under the Senior Secured Credit Facilitedescribed below. All obligations under the Crédjteement are guaranteed by the Comj
and certain of Telesat Canada’s existing subsghgthe “Guarantors”).he obligations under the Credit Agreement andytierantees of tho:
obligations are secured, subject to certain exopgtiby first priority liens and security inter@sthe assets of Telesat Canada and the
Guarantors. The Credit Agreement contains covenhatgestrict the ability of Telesat Canada antage of its subsidiaries to take specified
actions, including, among other things and sulifecertain significant exceptions: creating lignsurring indebtedness, making investments,
engaging in mergers, selling property, paying divids, entering into sales-leaseback transactioeaticg subsidiaries, repaying subordinated
debt or amending organizational documents. TheiCAepleement requires Telesat Canada to comply aitlaximum senior secured leverage
ratio. The Credit Agreement also contains custoraffiymative covenants and events of default.

Also on March 28, 2012, the Company terminatedaid all outstanding amounts under its previouglgtang credit facilities dated
October 31, 2007, which included the Canadian Tlepan, U.S. Term Loan and U.S. Term Loan Il Fa@$tiThe deferred financing costs
which were capitalized with the carrying value lnd previous Senior Secured Credit Facilities, veseensed resulting in a loss on refinancing
of $21.9 million.

On May 14, 2012, Telesat Canada issued, througlvate placement, USD $700 million of 6.0% Seniat&s which mature on May 15,
2017. On October 29, 2012, an additional USD $20iom of 6.0% Senior Notes were issued throughiagte placement. The additional U:
$200 million of Senior Notes were priced at 103.8Bthe principal amount and held the same termscanditions as those issued on May 14,
2012. The 6.0% Senior Notes are subordinated tes@elCanada’s existing and future secured indebssgdimcluding obligations under its
Senior Secured Credit Facilities, and are goveumetbr the 6.0% Senior Notes Indenture. The netggae of the offering, along with availal
cash on hand, were used to pay all holders of 1i824 Senior Notes due November 1, 2015, issuedrwardmdenture dated as of June 30,
2008, and to pay certain financing costs and retiempremiums as well as to pay certain indebtesloggd to principal shareholders. The
tender and redemption premiums, along with therdediefinancing costs which were capitalized wita garrying value of the previous 11.0%
Senior Notes, were expensed resulting in a logefamancing of $54.3 million.

(a) The Senior Secured Credit Facilities are sethyesubstantially all of Telesat’'s assets. Up taréh 28, 2012, under the terms of these
facilities, Telesat was required to comply withtaér covenants including financial reporting, maimnce of certain financial covenant
ratios for leverage and interest coverage, a remént to maintain minimum levels of satellite irmswre, restrictions on capital
expenditures, a restriction on fundamental businbasges or the creation of subsidiaries, restniston investments, restrictions on
dividend payments, restrictions on the incurrerfcadalitional debt, restrictions on asset disposgjand restrictions on transactions with
affiliates. The financial covenant ratios includethl debt to EBITDA for covenant purposes (earnibgfore interest, taxes, depreciation,
amortization and other charges) and EBITDA for ¢cwarg purposes to interest expense. Both finanoiatmant ratios tightened over the
term of the credit facility. As of March 28, 201Be Credit Agreement only requires Telesat Canadamply with a maximum senior
secured leverage ratio. At December 31, 2012, aeleas in compliance with this covene

Each tranche of the Senior Secured Credit Fagilifesubject to mandatory principal repayment negménts, which, in the initial years,
are generally an annual amount representing %2 obfif#te initial aggregate principal amount, payaiplarterly. The maturity of the Sen
Secured Credit Facilities will be accelerated iféebat Canada’s existing 6.0% Senior Notes due Y 20d 12.5% Senior Subordinated
Notes due in 2017 or certain refinancing thereefraot repurchased, redeemed, refinanced or defeefede the date that is 91 days prior
to the maturity date of such notes.
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18. INDEBTEDNESS - (continued)
The Senior Secured Credit Facilities have sevemathes which are described below:

(i) As of March 28, 2012, a Revolving Credit Fagilithe “Revolving Facility”) of up to $140 milliom Canadian or U.S. dollars is available
to Telesat. This Revolving Facility matures on Me8, 2017 and is available to be drawn at any.tlmans under the Revolving Facility
bear interest at a floating rate plus an applicaidegin of 2.00% for prime rate and Alternative 8&%sate (“ABR”) loans and 3.00% for
Bankers Acceptance (“BA”) and Eurodollar loans. Revolving Facility has an unused commitment feB@basis points. As of
December 31, 2012, other than $0.2 million in draggirelated to letters of credit, there were n@dwings under this facility. Prior to
March 28, 2012, the Revolving Facility was Canadiatiar denominated up to $153 million. The drawarls bore interest at the prime
rate or LIBOR or BankersAcceptance plus an applicable margin of 125 tol22&s points per annum. Undrawn amounts underattikity
were subject to a commitment fe

(i) The Canadian Term Loan Facility was initiay$200 million facility denominated in Canadianld. The loans under this facility bore
interest at a floating rate of the BA plus an agadlie margin of 275 basis points per annum. Thghted average interest rate was 4.13%
for the year ended December 31, 2011. This Fadil#tg repaid on March 28, 201

(iii) The Term Loan A Facility (“TLA”) is a $500 nflion loan maturing on March 28, 2017. Loans units facility bear interest at a floating
rate of the BA plus an applicable margin of 3.00%ere were no required repayments to the TLA in220he payments are generally
made quarterly in varying amounts. The weightedaye effective interest rate was 4.62% for the -niromth period ended December 31,
2012.

(iv) The U.S. Term Loan Facility was initially a 55 million facility denominated in U.S. dollatsmre interest at LIBOR plus an applicable
margin of 300 basis points per annum. The weightestage effective interest rate was 3.72% for tar ynded December 31, 2011.
Principal repayments of USD $4.4 million were madea quarterly basis. This Facility was repaid caréh 28, 2012

(v) The Term Loan B — U.S. Facility (“U.S. TLB Féity”) is a USD $1,725 million loan maturing on Madr 28, 2019. The outstanding
borrowings under the U.S. TLB Facility currentlyabénterest at a floating rate of LIBOR, but naid¢han 1.00%, plus an applicable
margin of 3.25%. The mandatory principal repaymentamenced with the fiscal quarter ended Septe®ie2012. The weighted aver:
effective interest rate was 4.97% for the -month period ended December 31, 2(

(vi) The U.S. Term Loan Il Facility was initially $1.50 million delayed draw facility denominateddrS. dollars, bore interest at LIBOR plus
an applicable margin of 300 basis points per annitm.weighted average effective interest rate wa398 for the year ended December
31, 2011. Principal repayments of USD $0.4 milkeere made on a quarterly basis. This Facility vegeid on March 28, 201

(vii) The Term Loan B — Canadian Facility (“Canadian TE&ility”) is a $175 million loan maturing on Mar@8, 2019. The outstanding
borrowings under the Canadian TLB Facility currgttbar interest at a floating rate of the BA borirayy but not less than 1.25%, plus an
applicable margin of 3.75%. The mandatory princigpayments commenced with the fiscal quarter eSdgdember 30, 2012. The
weighted average effective interest rate was 5.&#%he nin-month period ended December 31, 2(
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18. INDEBTEDNESS - (continued)

(b)

()

(d)

()

The Senior Notes bore interest at an annualaf11.0%. The Senior Notes included covenantsrars that restricted Telesat's ability to,
among other things, (i) incur additional indebtesi€ii) incur liens, (iii) pay dividends or makertain other restricted payments,
investments or acquisitions, (iv) enter into certaansactions with affiliates, (v) modify or cahttee Company’s satellite insurance, (vi)
effect mergers with another entity, and (vii) remiethe Senior Notes prior to May 1, 2012, in eadtecaubject to exceptions provided in
the Senior Notes indenture. The weighted averagetefe interest rate was 11.37% for the year erdlecember 31, 2011. These Notes
were repaid on May 14, 201

The Senior Notes bear interest at an annualafa.0% and are due May 15, 2017. The total loalaf the Senior Notes is USD $900
million, with USD $700 million issued on May 14, P9 and an additional USD $200 million issued otoDer 29, 2012. The Senior
Notes include covenants or terms that restricCtbmpan’s ability to, among other things, (i) incur addité indebtedness, (ii) incur liel
(iii) pay dividends or make certain restricted pays, investments or acquisitions, (iv) enter mddain transactions with affiliates, (v)
modify or cancel satellite insurance, (vi) effeangers with another entity, and (vii) redeem thei@eNotes prior to May 15, 2014, in
each case subject to exceptions provided for irsdr@or Notes indenture. The weighted average tafeemterest rate was 6.13% for
approximately the sev-month period ended December 31, 2(

The Senior Subordinated Notes bear interestrate of 12.5% and are due November 1, 2017. €heESubordinated Notes include
covenants or terms that restrict Telesat’s abitityamong other things, (i) incur additional indaitess, (ii) incur liens, (iii) pay dividends
or make certain other restricted payments, investener acquisitions, (iv) enter into certain tractgas with affiliates, (v) modify or
cancel the Company’s satellite insurance, (vi)affeergers with another entity, and (vii) redeem $enior Subordinated Notes prior to
May 1, 2013, in each case subject to exceptiongged in the Senior Subordinated Notes indentuhe Weighted average effective
interest rate was 12.66% for the year ended Decefihe2012 (December 31, 20— 12.66%).

The Term Loan A, Term Loan B — U.S. Facilitgrin Loan B — Canadian Facility, U.S. Term Loan ks, Senior Notes and Senior
Subordinated Notes are presented on the balaneé séteof related deferred financing costs of $5dilion (December 31, 2011 — $49.4
million). The indenture agreements for the Seniotdd and Senior Subordinated Notes contain praadior certain prepayment options
(note 23) and premiums which were fair valued attime of debt issuanc

The fair value of the prepayment options relateth&6.0% Senior Notes was allocated to indebtedatetheir inception date. The
aggregate impact of the prepayment options relatéite 6.0% Senior Notes issued on May 14, 2012Gatdber 29, 2012 was a $5.6
million increase to the indebtedness. The prepaymgtion fair value initially allocated to indebtegss is subsequently amortized
using the effective interest rate method and heargying value of $5.2 million at December 31, 2012

The initial fair value impact, in June 2008, of firepayment options on the 11.0% Senior Notes wascaease to the indebtedness o
$6.5 million. This liability was subsequently aniped using the effective interest rate method. ddreying amount at December 31,
2011 was $4.1 million. The unamortized amount werecbgnized in May 2012 upon the repayment of 1h@% Senior Notes.

The initial fair value impact, in June 2008, on flrepayment options on the 12.5% Senior Subordindtaées was an increase to the
indebtedness of $2.7 million. This liability is s@guently amortized using the effective interet& naethod with carrying amount of
$1.8 million at December 31, 2012 (December 31,1261$2.1 million).

The fair value impact of the premiums on the 6.084i6r Notes was an increase to indebtedness offfiflion. This liability is
subsequently amortized using the effective inteaggst method with a carrying amount of $6.8 millatrDecember 31, 2012.

The initial fair value impact, in March 2012, oftinterest rate floors on the U.S. TLB Facility veadecrease to the indebtedness of

$44.3 million. This asset is subsequently amortizeidg the effective interest rate method with mytag amount of $39.0 million at
December 31, 2012.
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18. INDEBTEDNESS - (continued)
The initial fair value impact, in March 2012, oktinterest rate floors on the Canadian TLB Faciligs a decrease to the indebtedness of
$1.7 million. This asset is subsequently amortizsidg the effective interest rate method with ayéag amount of $1.6 million at
December 31, 2012.

The short-term and long-term portions of deferiiedricing costs, prepayment options, interest tat@$ and premiums are as follows:

As at December 31 2012 2011
Shor-term deferred financing cos $ 8,79t $ 12,96:
Long-term deferred financing costs 42,78t 36,46¢
$ 51,58 $ 49,42¢
Shor-term interest rate flool $ 5867 $ —
Long-term interest rate floors 34,68: —
$ 40,55( $ —
Shor-term prepayment optic— Senior Note: $ (a,077) $ =
Shor-term prepayment optic—- Senior Subordinated Not (283) —
Long-term prepayment optic— Senior Note: (4,125 (4,139
Long-term prepayment option — Senior Subordinatetesl (1,515 (2,04%)
$ (6,999 $ (6,179
Shor-term premiums Senior Note: $ (1,39 % —
Long-term premiums — Senior Notes (5,379 —
$ 6,775 $ —
Total deferred financing costs, prepayment optigrisrest rate floors and premiums $ 78,361 $ 43,25

The outstanding balance of indebtedness, exclutifigrred financing costs, interest rate floorsppyenent options and premiums will be
repaid as follows (in millions of Canadian dollars)

2013 2014 2015 2016 2017 Thereafter Total
$ 43¢ $ 68 $ 68 $ 93¢ $ 1,427 $ 1,782t $ 3,485.:

19. SENIOR PREFERRED SHARES

On March 28, 2012, the Company redeemed all a@flitstanding senior preferred shares for $145.5amiih cash, which consisted of
$141.4 million in principal and $4.1 million in aced dividends.

20. PROMISSORY NOTE

On March 28, 2012, the Company issued a Promidsotg (the “PSP Note”) to an affiliate of PSP Inwvesnts in the amount of $145.5
million. The PSP Note was repaid together with aedrinterest of $8.4 million on October 31, 2012.

The PSP Note included embedded interest rate flmmideferred financing costs which, as of March2Z@vas a decrease to the PSP Not

of $1.2 million and $0.2 million, respectively. Thesets were subsequently amortized using thetigfenterest rate method. The unamortizec
amounts were derecognized in October 2012 uporefieyment of the PSP Note with a loss on finanoirfyl.2 million recognized.
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21. SHARE CAPITAL

Stated Value at Stated Value at
Number of share: December 31, 201 December 31, 201

Common Share 74,252,46 $ 340,60: $ 756,41
Voting Participating Preferred Shai 7,034,44. 77,99¢ 117,38t
Non-Voting Participating Preferred Shai 38,203,57 237,78 424,36t
Director Voting Preferred Shares 1,00( 10 10
Total share capital $ 656,39: $ 1,298,17!

With the closing of the new Senior Secured Credtilies on March 28, 2012, as described in n@tetle Company declared and paid a
special cash distribution to its Common, VotingtRgrating Preferred, and Non-Voting Participatipgeferred shareholders, as a return of
capital, in the amount of $656.5 million.

In December 2012, certain executives exercised etk options granted under the Company’s shasedcompensation plan in
exchange for 2,249,747 non-voting preferred shartsa stated value of $14.8 million. There werechanges to the quantity of shares issuec
in the other classes of shares.

There were no changes to the rights, privilegesaditions associated to each class of shares.

The authorized share capital of the Company is em@g of: (i) an unlimited number of common sharésjoting participating preferred
shares, of non-voting participating preferred shaoé redeemable common shares, and of redeemaiieating participating preferred shares,
and (ii) 1,000 director voting preferred sharesndlof the redeemable common shares or redeemafeatiog participating preferred shares
have been issued as at December 31, 2012. The @gaphare based compensation plan has authohizegrant of up to 8,824,646 options
to purchase non-voting participating preferred sbdsee note 24).

Common Shares

The holders of the common shares are entitledamive notice of and to attend all annual and spewégetings of the shareholders of the
Company and to one vote in respect of each comnareseld on all matters at all such meetings, gicerespect of a class vote applicable
only to the shares of any other class, in respleehich the common shareholders shall have no tighbte. The holders of the common share
are entitled to receive dividends as may be detlayethe Board of Directors of the Company, andemtitled to share in the distribution of the
assets of the Company upon liquidation, windingeugissolution, subject to the rights, privilegesl @onditions attaching to any other class o
shares ranking in order of priority. The commonrebare convertible at the holders’ option, attamg, into voting participating preferred
shares or non-voting participating preferred shayesa one-for-one basis. The common shares hapamealue.

Voting Participating Preferred Shares

The rights, privileges and conditions of the votpagticipating preferred shares are identical imeslpects to those of the common shares,
except for the following:

» The holders of voting participating preferredr&saare not entitled to vote at meetings of theedt@ders of the Company on resolutions
electing directors

» For all other meetings of the shareholders ofGbenpany, the holders of voting participating prefd shares are entitled to a variable
number of votes per voting participating prefersbdre based on the number of voting participatiefepred shares, non-voting
participating preferred shares and redeemable nting/participating preferred shares outstandinghenrecord date of the given meeting
of the shareholders of the Compa
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21. SHARE CAPITAL - (continued)

The voting participating preferred shares arevedible, at any time, at the holders’ option istimmon shares or non-voting participating
preferred shares on a one-for-one basis as lotigeagsult of such conversion does not cause tinep@ny to cease to be a “qualified
corporation” within the meaning of the CanadianeEeimmunication Common Carrier Ownership and CoiRegjulations pursuant to the
Telecommunications Act (Canad.

The voting participating preferred shares havearovplue.

Non-Voting Participating Preferred Shares

The rights, privileges and conditions of the noirvg participating preferred shares are identinalll respects to those of the common

shares, except for the following:

The holders of non-voting participating prefersddres are not entitled to vote on any matterestimgs of the shareholders of the
Company, except in respect of a class vote appéaatdy to the no-voting participating preferred shar

The non-voting participating preferred sharescamvertible, at any time, at the holders’ optinotoicommon shares or voting participating
preferred shares on a one-for-one basis as lotigeagsult of such conversion does not cause timep@oy to cease to be a “qualified
corporation” within the meaning of the CanadianeEeimmunication Common Carrier Ownership and CoiRegjulations pursuant to the
Telecommunications Act (Canad.

The non-voting participating preferred shares havear value.

Director Voting Preferred Share

The rights, privileges and conditions of the diceatoting preferred shares are identical in alpezss to those of the common shares,

except for the following:

The holders of director voting preferred shamesemtitled to receive notice of and to attendvadktings of the shareholders of the
Company at which directors of the Company are telbeted. The holders of the director voting preférshares are not entitled to attend
meetings of the shareholders of the Company ane havight to vote on any matter other than thetele of directors of the Compan

The holders of director voting preferred shamesamtitled to receive annual non-cumulative dimdie of $10 per share if declared by the
Board of Directors of the Company, in priority teetpayment of dividends on the common shares, y@imticipating preferred shares,
non-voting participating preferred shares, rededenadbimmon shares, and redeemable non-voting paatiog preferred shares, but after
payment of any accrued dividends on the senioepred share:

In the event of liquidation, wind-up or dissobrti the holders of director voting preferred shamesentitled to receive $10 per share in
priority to the payment of dividends on the comnsbares, voting participating preferred shares,vaimg participating preferred shares,
redeemable common shares, and redeemable non-yatitigipating preferred shares, but after paynoéainy accrued dividends on the
senior preferred share

The director voting preferred shares are redeensthitee option of the Company, at any time, atdemeption price of $10 per sha

The director voting preferred shares have a nonsitaaéd value.
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22. CAPITAL DISCLOSURES

Telesat is a privately held company with registetedt in the United States. The Company'’s finarstigtegy is designed to maintain
compliance with the financial covenant under itaiBeSecured Credit Facilities (see note 18), anehaximize returns to its shareholders and
other stakeholders. Telesat meets these objedtivesgh regular monitoring of the financial covehand operating results on a quarterly b
The Company’s overall financial strategy remainshamged from 2011.

Telesat defines its capital as shareholders’ eqodynprising issued share capital, accumulatedrmgsrand excluding reserves) and debt
financing (comprising indebtedness and excludirfgrded financing costs, prepayment options, interae floors and premiums as detailed in
note 18).

The Company’s capital at the end of the year wer®kows:

As at December 31 2012 2011
Shareholde’ equity (excluding reserve $ 102943 $ 1,668,17
Debt financing (excluding deferred financing cogt®payment options, interest rate floors and

premiums) $ 348529 $ 287787

The Company was previously subject to three firgdrmvenant tests: a maximum Consolidated Totak Bre@onsolidated Earnings
Before Interest, Taxes, Depreciation and Amortma'EBITDA”) for covenant purposes ratio test, amum Consolidated EBITDA for
covenant purposes to Consolidated Interest Expatieetest and a maximum Permitted Capital ExpemdifAmount test. At December 31,
2011, the Company was in compliance with the tfirencial covenant tests. These covenants arengetoapplicable as a result of the
termination of the previous Senior Secured Creddilkies on March 28, 2012.

The Company entered into new Senior Secured Craditities on March 28, 2012. The Senior SecurestiFacilities are secured by
substantially all of the Company’s assets. Undertéinms of the Senior Secured Credit Facilities,Gompany is required to comply with a
senior secured leverage ratio covenant. The covénbdased on a Consolidated Total Secured DeBotwsolidated Earnings Before Interest,
Taxes, Depreciation and Amortization (“EBITDA”) foovenant purposes ratio test. At December 31, 20&2Company’s Consolidated Total
Secured Debt to Consolidated EBITDA ratio was 38@&hich was less than the maximum test ratio 253..

As part of the on-going monitoring of Telesat’s gdiance with its financial covenants, interest nag& due to variable interest rate debt is
managed through the use of interest rate swape g8t and foreign exchange risk exposure arisiog forincipal and interest payments on
Telesat’'s debt is partially managed through a eoossency basis swaps (note 23). In addition, then@any’s operating results are tracked
against budget on a monthly basis, and this arsiyseviewed by senior management.

23. FINANCIAL INSTRUMENTS
Measurement of Risks

The Company, through its financial assets andliiegs, is exposed to various risks. The followigglysis provides a measurement of
risks as at the balance sheet date of Decemb&032,

Credit risk

Credit risk is the risk that a counterparty toraficial asset will default, resulting in the Comyparcurring a financial loss. At December
31, 2012, the maximum exposure to credit risk isaktp the carrying value of the financial ass$833.1 million (December 31, 2011 —
$474.2 million).

Cash and cash equivalents are invested with higlitginvestment grade financial institutions amd governed by the Company’s

corporate investment policy, which aims to redueslit risk by restricting investments to high-gradl&. dollar and Canadian dollar
denominated investments.
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23. FINANCIAL INSTRUMENTS - (continued)

The Company has entered into various cross-curreasis swaps and interest rate swaps. The Compiigat®s the credit risk associated
with these swaps by entering into swaps with ol fyuality financial institutions.

Telesat has a number of diverse customers, whiditslthe concentration of credit risk with respiectrade receivables. The Company has
credit evaluation, approval and monitoring processtended to mitigate potential credit risks. Falés standard payment terms are 30 days.
Interest at a rate of 1.5% per month, compoundegukinhg is typically charged on balances remainingaid at the end of the standard payn
terms. Telesat’s historical experience with custodefaults has been minimal. As a result, Telesasiders the credit quality of its North
American customers to be high, however due to datianal complexities of collecting from its Inteational customers the Company
considers the credit quality of its Internationastomers to be lower than the North American custsmAt December 31, 2012, North
American and International customers made up 614386 of the outstanding trade receivable balamspectively (December 31, 2011 —
51% and 49%, respectively). Anticipated bad dessés have been provided for in the allowancedabtful accounts. The allowance for
doubtful accounts at December 31, 2012 was $3.omi{December 31, 2011 — $3.7 million).

Foreign exchange ris

The Company’s operating results are subject tddkitons as a result of exchange rate variatiotisg@xtent that transactions are made i
currencies other than Canadian dollars. The Comipangin currency exposures as at December 31, B®1?its U.S. dollar denominated
cash and cash equivalents, trade and other redesydtade and other payables and indebtednessndbesignificant impact being on the U.S.
dollar denominated debt financing. At December282, $2,811.2 million of the $3,485.3 million totkebt financing (before netting of
deferred financing costs, premiums, interest fatr$ and prepayment options) (December 31, 20182,797.9 million of the $2,877.9
million) is the Canadian dollar equivalent of theSUdollar denominated portion of the debt.

The Company has entered into cross-currency basigssto economically hedge the foreign currendy is a portion of its U.S. dollar
denominated debt. At December 31, 2012, the Compadycross-currency basis swaps of $1,163.0 mi(mtember 31, 2011 — $1,175.3
million) which required the Company to pay Canadialiars to receive USD $1,001.3 million (DecemBg&r 2011 — USD $1,011.8 million).
At December 31, 2012, the fair value of these @dnre contracts was a liability of $192.2 milliobdcember 31, 2011 — liability of $160.4
million). The non-cash loss will remain unrealiagdtil the contracts are settled. These contraetslae on October 31, 2014.

As at December 31, 2012, a 5 percent increaseddsey in the Canadian dollar against the U.S. dettaild have increased (decreased)
the Companys net income by $145.1 million and increased (desad) other comprehensive income by $0.7 millidns &nalysis assumes tl
all other variables, in particular interest ratesnain constant.

Interest rate risk

The Company is exposed to interest rate risk ocaigh and cash equivalents and its long-term delatwis primarily variable rate
financing. Changes in the interest rates could ahtfee amount of interest Telesat is required o palesat uses interest rate swaps to
economically hedge the interest rate risk relatedariable rate debt financing. At December 31,2@fhie Company had a series of five interes
rate swaps to fix interest on $1,480.0 million ebtlat a weighted average rate of 2.63% (excludpgicable margin) and one interest rate
swap to pay a fixed rate of 1.46% (excluding amtile margin) on $300 million of U.S. denominatebtd®ecember 31, 2011 three interes
rate swaps to fix interest on $930.0 million of @dian dollar denominated debt at weighted averatgeaf 3.82%). As at December 31, 2012,
the fair value of these derivative contracts wéafality of $36.7 million (December 31, 2011 —Higity of $53.1 million). The contracts
mature between October 31, 2014 and Septembei036, 2
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23. FINANCIAL INSTRUMENTS - (continued)

If the interest rates on the unhedged variabledale change by 0.25% this would result in a changdlee net income of $3.4 million for
the year ended December 31, 2012.

Liquidity risk

The Company maintains credit facilities to enstireas sufficient available funds to meet curremnt foreseeable financial requirements.
The following are the contractual maturities ofdfircial liabilities as at December 31, 2012:

Contractual cast

Carrying flows

amount (undiscounted) 2013 2014 2015 2016 2017 Thereafter
Trade and other payabl $ 35,70¢ $ 35,70¢ $ 3570¢ $ — % — % — % — 3 —
Customer and other depos 3,69¢ 3,69¢ 2,821 77€ 98 — — —
Deferred satellites performance incent

payments 58,43( 82,19: 9,821 8,17¢ 8,19t 8,24( 8,21¢ 39,54
Tax indemnification payable to Loral (not:

29) 6,90¢ 6,90¢ — 6,90¢ — — — —
Other financial liabilities 5,74 5,74: 4,23( 1,51: — — — —
Long-term indebtednes 3,499,711 4,429,26: 239,01! 249,83t 246,90: 268,24. 1,548,42: 1,876,84
Interest rate sway 36,65 42,16 22,68: 17,16: 1,53¢ 77¢ — —
Cross-currency basis swaps 192,16. 220,42! 29,38¢ 191,04: — — — —

$ 383901 $ 4,826,100 $ 34366( $ 47541t $ 256,73 $ 277,26 $ 155664 $ 1,916,38

The carrying value of the deferred satellites pennce incentive payments includes $1.0 millioeriest payable. The carrying value of
the long-term indebtedness includes $14.4 millibmizrest payable.
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23. FINANCIAL INSTRUMENTS - (continued)

Financial assets and liabilities recorded in thHaree sheet were as follows:

Other financial

Loans and

December 31, 201; receivables FVTPL liabilities Total Fair value
Cash and cash equivalel $ 180,96: $ — $ — $ 180,96. $ 180,96:
Trade and other receivabl 63,76 — — 63,76: 63,76
Other financial asse- current 6,79¢ — — 6,79¢ 6,79¢
Other financial asse- long-term 22,25 109,28« — 131,53 131,53
Trade and other payabl — — (35,709 (35,709 (35,709
Other financial liabilities current — (61,25% (29,33¢) (90,597 (92,699
Other financial liabilities long-term — (221,599 (59,867) (281,467 (281,58
Indebtedness (excluding deferred financing costs an

premiums) — — (3,451,73) (3,451,73) (3,549,33)
Total $ 273,77 $ (17357) $ (3,576,64) $ (3,476,44) $ (3,576,26)

Other financial
Loans and

December 31, 201. receivables FVTPL liabilities Total Fair value
Cash and cash equivalel $ 277,96. $ — $ — $ 277,96. $ 277,96.
Trade and other receivabl 46,78¢ — — 46,78¢ 46,78¢
Other financial asse- current 7,01( — — 7,01( 7,01(
Other financial asse- long-term 7,97 134,43: — 142,40t 142,40t
Trade and other payabl — — (45,15¢) (45,15¢) (45,15¢)
Other financial liabilitie— current — (42,209 (40,789 (82,989 (85,549
Other financial liabilitie= long-term — (171,270 (88,517 (259,78 (255,22Y
Indebtedness (excluding deferred financing cc — — (2,884,05) (2,884,05)) (2,936,41)
Senior preferred shares — — (141,43Y) (141,439 (143,26
Total $ 339,73t $ (79,04) $  (3,199,94) $ (2,939,24) $ (2,991,44)

Assets pledged as security

The Senior Secured Credit Facilities are securesubgtantially all of Telesat’'s assets which exeltltt assets of non-restricted

subsidiaries.
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23. FINANCIAL INSTRUMENTS - (continued)
Fair Value

Fair value is the amount that willing parties woalttept to exchange a financial instrument baseti@ourrent market for instruments
with the same risk, principal and remaining mayuWhere possible, fair values are based on théegumarket values in an active market. In
the absence of an active market, we determinevédiles based on prevailing market rates (bid akgases, as appropriate) for instruments
with similar characteristics and risk profiles otérnal or external valuation models, such as agtiicing models and discounted cash flow
analysis, using observable market-based inputsfdihealue hierarchy is as follows:

Level 1 based on quoted prices in active marketglgntical assets or liabilities.

Level 2 based on observable inputs other than Leyeices, such as quoted prices for similar assdtabilities; quoted prices in markets
that are not active; or other inputs that are olz®e or can be corroborated by observable maket for substantially the full term of the
assets or liabilities.

Level 3 unobservable inputs that are supportedtts br no market activity and that are signifitém the fair value of the assets or
liabilities. Level 3 assets and liabilities inclufileancial instruments whose value is determinadgipricing models, discounted cash flow
methodologies, or similar techniques, as well agiments for which the determination of fair vataquires significant management judgmen
or estimation.

Estimates of fair values are affected significabythe assumptions for the amount and timing tifreged future cash flows and discount
rates, which all reflect varying degrees of ris&tdntial income taxes and other expenses that wamildcurred on disposition of these finan
instruments are not reflected in the fair values afresult, the fair values are not necessarilynét@mounts that would be realized if these
instruments were actually settled.

The carrying amounts of cash and cash equivalgatie and other receivables, and trade and otlyabjss approximate fair value due to
the short-term maturity of these instruments. Ideliliin cash and cash equivalents are $127.6 m{lbeecember 31, 2011 — $66.5 million) of
short-term investments. The fair value of the inddhess is based on transactions and quotatiomstfried parties considering market interest
rates and excluding deferred financing costs apchpums.

Fair value of derivative financial instrumer

On March 28, 2012, the Company recorded embeddihtiees as a result of the refinancing of theiSeBecured Credit Facilities and
the new PSP Note. The embedded derivatives arteddia interest rate floors and prepayment optinclsided in the Canadian TLB Facility
(note 18), the U.S. TLB Facility (note 18) and &8P Note (note 20). At March 28, 2012, the faiugadf the embedded derivatives was a
liability of $46.1 million. On October 31, 2012 PSP Note was repaid which resulted in the retiognif a loss of $1.9 million on the write-
off of the interest rate floor.

On May 14, 2012 and October 29, 2012, a prepayomian embedded derivative was recognized in caiorewith the 6.0% Senior
Notes. At May 14, 2012 and October 29, 2012, tirevue of the new prepayment option embeddedsdevie was an asset of $2.7 milli
and $2.9 million, respectively. In connection wiitle Companys redemption of its 11.0% Senior Notes, a lossléb6% million was recognize
on the write-off of the previous prepayment optaanmbedded derivative asset.

On June 20, 2012, the Company entered into thrednterest rate swaps to economically hedge itosupe to floating interest rates on
the Senior Secured Credit Facilities. At June 20,22 the fair value of the interest rate swaps avkability of $2.1 million.
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23. FINANCIAL INSTRUMENTS - (continued)

The changes in fair value of these derivatives@cerded on the Company’s consolidated statementome as gains or losses on
changes in fair value of financial instruments, @mwa-cash, and will expire on their respective mtulates.

The current and long-term portions of the fair eatif the Company’ derivative assets and liabilities, at each otthlance sheet dates, «
the fair value methodologies used to calculategh@dues were as follows:

Long-term Current Long-term Fair value
December 31, 201. assets liabilities liabilities Total hierarchy
Cros«-currency basis swaj $ — $ (2896) $ (163,200 $ (192,16) Level Z
Interest rate sway — (18,949 (17,709 (36,657) Level 2
Interest rate floor — (13,34%) (40,695 (54,040 Level 2
Prepayment options 109,28 — 109,28 Level 2

$ 10928 $ (61,259 $ (22159) $ (173,570

Long-term Current Long-term Fair value
December 31, 2011 assets liabilities liabilities Total hierarchy
Crosscurrency basis swaj $ — $ (2363) $ (136,73)) $ (160,37 Level z
Interest rate sway — (18,56%) (34,539 (53,10) Level Z
Prepayment options 134,43: — — 134,43: Level 2

$ 13443 $ (42,200 $ (171270 $ (79,049

Reconciliation of fair value of derivative assetsrad liabilities

Fair value, January 1, 20: $ (172,049
Unrealized gains on derivativ: 87,91«
Realized gains on derivativ:

Cros«-currency basis swaj 1,89t

Forward foreign exchange contra 8,77¢
Impact of foreign exchange (5,579
Fair value, December 31, 2011 (79,049
Derivatives recognized at incepti

Interest rate floor (46,057)

Prepayment optior 5,58¢
Unrealized gains on derivatives 102,76(
Realized gains (losses) on derivati

Interest rate floo 1,92¢

Cros«-currency basis swaj 1,68¢

Prepayment optio (165,36()
Impact of foreign exchange 4,921
Fair value, December 31, 2012 $ (173,570
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24. SHARE BASED COMPENSATION PLANS
Telesat Holdings Stock Option Incentive Plan

On September 19, 2008, Telesat adopted a stocknojpitentive plan (the “stock option plan”) for tan key employees of the Company
and its subsidiaries. The stock option plan prowie the grant of up to 8,824,646 options to pasghnonvoting participating preferred shat
of Telesat Holdings Inc., convertible into commaues.

Two different types of stock options can be grantaeder the stock option plan: time-vesting optiand performance-vesting options. The
time-vesting options generally become vested ardogsable over a five-year period by 20% increment©ctober 38tof each year, starting
in 2008. The vesting amount is prorated for optem@hose employment with the Company or its suaseti commenced after October 31,
2007. The performance-vesting options become vestddxercisable over a five-year period startiragdt 31, 2009, provided the Company
has achieved or exceeded an annual or cumulatigetteonsolidated EBITDA established and commuasitan the grant date by the Board of
Directors.

The Company expenses the fair value of stock optibat are expected to vest over the vesting peisoty the Black-Scholes option
pricing model. The share-based compensation expsmseluded in operating expenses.

The exercise periods of the stock options expirgelds from the grant date. The exercise priceachehare underlying the options will
the higher of a fixed price, established by therBad Directors on the grant date, and the fairkefivalue of a non-voting participating
preferred share on the grant date.

The movement in the number of stock options outhtenand their related weighted-average exercieegiare as follows:

Performance Vesting

Time Vesting Option Plans Option Plan
Weighted- Weighted-
Average Average
Number of Options Exercise Price Number of Options Exercise Price
Outstanding December 31, 20 734,62. $ 11.1¢4 894,10! $ 11.1¢
Options exercisable at December 31, 2 554,62¢ 471,51.
Stock options exercise 5,082,633 228,93!
Stock options repurchased for cash consider: 1,415,98! 244,63
Weightec-average remaining lif 5 year. 5 year
Outstanding December 31, 20 7,265,95. $ 11.0¢ 1,407,67. $ 11.1:2
Options exercisable at December 31, 2 5,666,28 687,69¢
Weightec-average remaining lif 6 year 6 year

During 2011, no options were granted, forfeitedgreised or expired.

In December 2012, the Board approved the repurdeasash consideration of 20% of all vested stogtions. A total of 1,660,619
options were repurchased. Also in December 20XPqioeexecutives exercised share appreciationsi¢fi#ARSs”) in relation to a total of
5,311,568 of their stock options granted undeiGbmpany’s share based compensation plan and rec2j249,747 non-voting participating
preferred shares and cash equivalent to certaitheliding taxes payable in respect of the exerdisbeoSARs. The Company paid $35.3
million in cash consideration for the stock optrepurchase and net withholding taxes relating ¢oetkercise of the SARs. In 2012, no options
were granted or expired.
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24. SHARE BASED COMPENSATION PLANS - (continued)

The compensation expenses, number of stock opgi@red, weighted-average fair value per optiomtghand the assumptions used to
determine the share-based compensation expenggthsiBlack-Scholes option pricing model were dlefes:

December 31 December 31

2012 2011 December 31, 201
Compensation expense (credited to ec-settled employee benefits reser $ 1,20z $ 2,65 $ 4,66
Number of stock options grant — — 22,37
Weightec-average fair value per option gran = — $ 16.5(
Weighted average assumptio —
Dividend yield — — —
Expected volatility — — 31.1%
Risk-free interest rat — — 3.85%
Expected life (years — — 10

25. EMPLOYEE BENEFIT PLANS

The Company’s net defined benefit plan expenseided in operating expense consisted of the follgwalements:

Year ended Defined benefit pension plan: Other posi-employment benefit plans
December 31 2012 2011 2010 2012 2011 2010
Current service co: $ 5447 $ 384 % 2630 $ 392 % 29¢  $ 232
Interest cos 9,73t 9,681 9,65t 1,151 1,18:¢ 1,237
Expected return on plan assets (10,96¢) (10,709 (10,23) — — —
Net defined benefit plan exper $ 421 $ 2,82 % 2,05¢ % 154: $ 148: $ 1,46¢

The Company’s funding policy is to make contribndo its pension funds based on actuarial costadstas permitted by pension
regulatory bodies. Contributions reflect actuasiséumptions concerning future investment retuadayg projections and future service
benefits. Plan assets are represented primariyamadian and foreign equity securities, fixed ineanstruments and short-term investments.

The Company provides certain health care andrigerance benefits for some of its retired employaestheir dependents. Participants
are eligible for these benefits generally when tfegiye from active service and meet the eligipitquirements for the pension plan. These
benefits are funded primarily on a pay-as-you-gaidavith the retiree generally paying a portioritef cost through contributions, deductibles
and coinsurance provisions.

As at December 3! 2012 2011
Balance sheet obligations ft

Pension benefit $ 33,66: $ 43,26¢
Other post-employment benefits 26,09¢ 24,33¢

$ 59,75¢ $ 67,60¢
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25. EMPLOYEE BENEFIT PLANS - (continued)

The obligations were included on the balance stestellows:

As at December 31 2012 2011
Trade and other payabl $ 16¢ $ 58(
Other long-term liabilities 59,58¢ 67,02¢
$ 59,75¢ $ 67,60¢

The amounts recognized in the balance sheets taardeed as follows:
As at December 31 2012 2011

Pension Other Pension Other
Present value of funded obligatic $ 22146: $ — $ 211,870 $ —
Fair value of plan assets 188,94« — 169,80t —
$ 32510 $ — $ 42,06: $ —
Present value of unfunded obligations 1,14t 26,09¢ 1,202 24,33¢
Liability in the balance sheet $ 33,66: $ 26,09t $ 43,26t $ 24,33¢

The changes in the defined benefit obligationsiartde fair value of plan assets and the fundedistaf the defined benefit plans were as
follows:

Pension and other benefit: December 31, 201.

Pension Other Total

Change in benefit obligations

Defined benefit obligation, January 1, 2( $ 21307: $ 24,33¢ $ 237,41
Current service co! 5,44 392 5,83¢
Interest cos 9,73¢ 1,151 10,88¢
Actuarial (gains) losse (222) 87¢ 65€
Benefits paic (7,182 (69¢) (7,880
Contributions by plan participan 1,41¢€ 32 1,44¢
Plan amendmen 33¢ — 33¢
Effect of movement in exchange rates — 2 2
Defined benefit obligation, December 31, 2012 $ 222,60t $ 26,09¢ $  248,70.

Pension and other benefit: December 31, 201;

Pension Other Total

Change in fair value of plan asset

Fair value of plan assets, January 1, 2 $ 169,80¢ $ — $ 169,80¢
Expected return on plan ass 10,96¢ — 10,96¢
Actuarial gains 3,241 — 3,241
Benefits paic (7,182 (69¢) (7,880)
Contributions by plan participan 1,41¢ 32 1,44¢
Contributions by employe 9,83¢ 66€ 10,50¢
Other 85( — 85(C
Fair value of plan assets, December 31, 2012 $ 188,94 $ — $ 188,94
Funded status

Plan deficit $ (33,667 $ (26,09 $ (59,759
Accrued benefit liability, December 31, 20 $ (33,662 $ (26,09¢) $ (59,759
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25. EMPLOYEE BENEFIT PLANS - (continued)

Pension and other benefits December 31, 2011

Pension Other Total
Change in benefit obligations
Defined benefit obligation, January 1, 2( $ 17544 $ 2159 $ 197,03¢
Current service co! 3,84¢ 29¢ 4,14:
Interest cos 9,68 1,18: 10,87(
Actuarial losse: 30,54: 2,22: 32,76
Benefits paic (7,825 (990 (8,815
Contributions by plan participan 1,38t 33 1,41¢
Plan amendments — — —
Defined benefit obligation, December 31, 2011 $ 21307 $ 24,33¢ $ 237,41
Pension and other benefit: December 31, 201

Pension Other Total
Change in fair value of plan asset
Fair value of plan assets, January 1, 2 $ 166,23 $ — $ 166,23
Expected return on plan ass 10,70¢ — 10,70¢
Actuarial losse: (8,800 — (8,800
Benefits paic (7,825 (990) (8,81%)
Contributions by plan participan 1,38: 33 1,41¢
Contributions by employer 8,107 957 9,06¢
Fair value of plan assets, December 31, 2011 $ 169,80¢ $ — $ 169,80¢
Funded status
Plan deficit $ (43,266 $ (24,339 $ (67,60
Accrued benefit liability, December 31, 2011 $ (43,2660 $ (24,339 $ (67,60

The major categories of plan assets as a perceotdgtl plans assets and the expected rate wfrrein assets at the end of the year for
each category are as follows:

Expected return Fair value of plan assets
As at December 31 2012 2011 2012 2011
Equity securitie: 8.5% 8.4% 58% 5%
Fixed income instrumen 4.4% 4.0% 40% 3%
Short-term investments 3.4% 3.4% 2% 2%
Weighted average of expected return 6.6% 6.7% 10(% 10C%

Plan assets are valued as at the measurementfd2éeember 31 each year. The overall expectedofateturn is a weighted average of
expected returns of the various investment categdreld in the asset portfolio. The Management Llegasion Fund Investment Committee
and Investment Managers’ assessment of the expestieds is based on historical average returrdgemd market predictions.

The actual return on plan assets for the year ebdedmber 31, 2012 was $14.2 million (Decembe2811 — $1.9 million).
The experience adjustments on plan liabilitiesteryear ended December 31, 2012 was a loss oihdi0ign (December 31, 2011 — loss

of $1.0 million). The experience adjustments ompaasets for the year ended December 31, 2012 gais &f $3.3 million (December 31,
2011 — loss of $8.8 million).
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25. EMPLOYEE BENEFIT PLANS — (continued)
The significant assumptions adopted in measuriagmpany’s pension and other benefit obligatioasevas follows:

Pension Other
December 31, 2012

Accrued benefit obligatio

Discount rate 4.5% 4.5%
Benefit costs for the year end

Discount rate 4.5% 4.5%

Expected lon-term rate of return on plan ass 6.5% —

Future salary increas 3.C% —

Pre- and pos-retirement pension increas 1.1% —

For measurement purposes, the medical trend ratirdgs was assumed to be 8.0% for 2013, decrehgifd2% per annum, to a rate of
4.5% per annum in 2028 and thereafter. Other mettiarad rates were assumed to be 4.5%. The healéhaost trend rate was assumed to be
9.5% grading down to 5.0% in 2021.

Actuarial gains and losses recognized in other cehgmsive (loss) income:

2012 2011 2010
Pension Other Total Pension Other Total Pension Other Total
Cumulative amount at Januan $ (40,119 $ (40¢) $ (40,527 $ (10,50 $ 1,058 $ (9450 $ — 3 — $ —
Recognized during the year, net of tax (expe
benefits (2012 — $(376), 2011 — $10,486;
2010 - $3,357) 3,152 (1,56¢) 1,587 (29,614 (1,467 (31,077 (10,50%) 1,05t (9,45()
Cumulative amount at December $ (36,96) $ (1979 $ (38940 $ (40,119 $ (408) $ (40527 $ (10505 $ 1,058 $ (9,450

Sensitivity of assumption

The impact of a hypothetical 1% change in the hezdte cost trend rate on the other pestement benefit obligation and the aggrega
service and interest cost would have been as fellow

Aggregate of service an

Benefit obligation interest cost
As reportec $ 26,09¢ $ 1,54:
Impact of increase of 1% poi $ 2,60 $ 161
Impact of decrease of 1% po $ (2,149 $ (133)

The above sensitivities are hypothetical and shbeldsed with caution. Changes in amounts basedl&f point variation in assumptions
generally cannot be extrapolated because theaesdtip of the change in assumption to the changeniounts may not be linear. The
sensitivities have been calculated independentihahges in other key variables. Changes in orterfatay result in changes in another, wi
could amplify or reduce certain sensitivities.
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25. EMPLOYEE BENEFIT PLANS — (continued)
The Company expects to make contributions of $fillfon to the defined benefit plans during the nfixcal year.

26. SUPPLEMENTAL CASH FLOW INFORMATION

As at December 31 2012 2011 2010
Cash and cash equivalents is comprise!

Cash $ 53,34 $ 86,50( $ 129,21
Shor-term investments, original maturity three monthéess 127,61 66,54 91,07¢
Restricted casf) — 124,91! —

$ 180,96 $ 277,96. $ 220,29!

(&) In 2011, the insurance proceeds received ®sé#ttlement of the T14R/Estrela do Sul 2 claimewestricted in use for the purpose of
repaying a portion of the Company’s Senior Sec@eztlit Facilities or to be reinvested in sateltitecurements in accordance with the
terms and conditions of the Senior Secured Creitlifies. The insurance proceeds were given asdtelite’s north solar array anomaly
has diminished the amount of power available ferghtellite’s transponders and reduced the opesdtiile expectancy of the satellite. As
a result of the termination of the Compasnprevious Senior Secured Credit Facilities on Ma®, 2012, the restrictions over the use o
insurance proceeds received for the settlementeoT elstar 14R/Estrela do Sul 2 claim are no lorggiicable

The net change in operating assets and liabikfiesvn in the consolidated statements of cash flewemprised of the following:

As at December 31 2012 2011 2010

Trade and other receivabl $ (21,82H $ (1,66¢) $ 21,88
Financial assel (13,339 (1,609 (547
Other asset (95) (4,33 (1,295
Trade and other payabl 11,527 (19€) (22,489
Financial liabilities (11,529 (2,067) (20,249
Other liabilities 8,741 (3,249 (7,130

$ (26,507) $ (13,119) $ (29,815

As at December 3] 2012 2011 2010
Non-cash investing and financing activities are congutisf:

Purchase of satellites, property and other equip! $ 101 $ 24,44. $ 24,77t
Investment tax cred $ (1,023 $ — 3 —
Forgiveness of satellite performance incentive payts $ 547¢  $ — $ —
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27. COMMITMENTS AND CONTINGENT LIABILITIES

Off balance sheet commitments include operatingdsacommitments for future capital expendituresather future purchases.

Off balance sheet commitment: 2013 2014 2015 2016 2017 Thereafter Total

Operating property lease commitme $ 7,0 $ 635/ $ 589 $ 5306 $ 4,766 $ 2825 $ 57,66«
Other operating leases and commitme 21,95( 15,497 7,68¢ 3,54z 147 1,214 50,03¢
Capital commitments 32,217 — — — — — 32,21,
Total off balance sheet commitment: $ 61,26: $ 21,85, $ 1357¢ $ 8,84¢ $ 491 $ 29467 $139,91

Certain of the Company’s offices, warehouses, estetions, and office equipment are leased undé&waterms. The aggregate expense
related to operating lease commitments for the gaded December 31, 2012 was $6.8 million (Decer@be2011 — $7.0 million, December
31, 2010 — $8.0 million). The expiry terms rangenfrJanuary 2013 to January 2043.

Telesat has entered into contracts for the cortstruand launch of Anik G1 (targeted for launct2BiL3). The total outstanding
commitments at December 31, 2012 are in U.S. dollar

Telesat has agreements with various customersépapd revenue on several service agreements udiieheffect when the spacecraft is
placed in service. Telesat is responsible for dpegand controlling these satellites. Customepayenents of $410.6 million (December 31,
2011 — $408.0 million), refundable under certairtemstances, are reflected in other financial ligds, both current and long-term.

In the normal course of business, the Company xesuéed agreements that provide for indemnificatiod guarantees to counterpartie
various transactions. These indemnification unéartgs and guarantees may require the Company tpeosate the counterparties for costs
and losses incurred as a result of certain evanlbsding, without limitation, loss or damage to pecty, change in the interpretation of laws
regulations (including tax legislation), claimstin@ay arise while providing services, or as a fiesilitigation that may be suffered by the
counterparties. The nature of substantially athefindemnification undertakings prevents the Campfeom making a reasonable estimate of
the maximum potential amount the Company couldebired to pay counterparties as the agreememntstigpecify a maximum amount and
the amounts are dependent upon the outcome okfatintingent events, the nature and likelihood laittv cannot be determined at this time.
Historically, the Company has not made any sigaiftqgpayments under such indemnifications.

Telesat and Loral have entered into an indemnificaagreement whereby Loral will indemnify Telegatany tax liabilities for taxation
years prior to 2007 related to Loral Skynet operati Likewise, Telesat will indemnify Loral for tisettlement of any tax receivables
taxation years prior to 2007.

Special Payments to Executives and Certain Employse

On March 28, 2012, the Company authorized cash patgrof $48.6 million to executives and certain kyges of the Company in
connection with the cash distribution made to teenBany’s shareholders. Approximately $47.0 milladrihe $48.6 million was recorded as
compensation expense at December 31, 2012, wittnéjerity of the expense paid during the secondtguarhe remaining amounts are
expected to be paid over the next three yearsesuty the applicable executives’ and employeestinaed employment with the Company on
the payment date and other conditions.
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27. COMMITMENTS AND CONTINGENT LIABILITIES — (cont inued)
Legal Proceedings

The Company frequently participates in proceedbgfsre national telecommunications regulatory atities. In addition, the Company
may also become involved from time to time in otlegyal proceedings arising in the normal coursigsdfusiness.

We are subject to audits by taxing authoritiehimvarious jurisdictions in which we operate. We eurrently involved in various
proceedings, including several tax disputes witthtlee Hong Kong and Brazilian tax authorities. Heng Kong authorities challenged our
offshore claim for exempt income for the years 1899005. The total tax assessed is $34 millionlaordl has indemnified us for this
exposure. The Brazilian tax authorities are allgginderpayments by us based on a disputed charati@n of income. They have assessed
additional tax of approximately $31.5 million. Weligve the likelihood of an unfavorable outcoméhiese claims is remote and as such, no
reserve has been established. However, there cao bertainty that we will be successful in thessters nor that, if we are unsuccessful in
Hong Kong proceedings, that we will be able toextllon the Loral indemnification.

Other than the above, the Company is not awaraypeoceedings outstanding or threatened as aldbehereof by or against us or
relating to its business which may have, or hawkihdhe recent past, significant effects on Teal€&smada'’s financial position or profitability.

28. SUBSIDIARIES
The list of significant companies included in tlese of consolidation is as follows:

% voting rights

Company Country  Method of Consolidatior December 31, 201
Telesat Canad Canade Fully consolidatec 10C
Infosat Communications L Canade Fully consolidatet 10C
Skynet Satellite Corporatic United State Fully consolidatet 10C
Telesat Network Services, Ir United State Fully consolidatet 10C
The SpaceConnection Ir United State Fully consolidatet 10C
Telesat Satellite L United State Fully consolidatet 10C
Infosat Able Holdings Inc United State Fully consolidatec 10C
Able Infosat Communications, In United State Fully consolidatet 10C
Telesat Brasil Capacidade de Satélites L Brazil Fully consolidatec 10C
Telesat (IOM) Limitec Isle of Man Fully consolidatec 10C

The percentage of voting rights and interest wieeesame as at December 31, 2011.
29. RELATED PARTY TRANSACTIONS

The Company’s immediate shareholders are Red islate Investment Inc. (“Red Isle”), a company irmarated in Canada, Loral
Holdings Corporation (“Loral Holdings”), a compaimgorporated in the United States, Mr. John P. @&shand Mr. Colin D. Watson, two
Canadian citizens, and certain key management peesdred Isle is wholly-owned by PSP InvestmemSanadian Crown corporation. Loral
Holdings is a wholly-owned subsidiary of Loral, aitéd States publically listed company.

Transactions with subsidiaries
The Company and its subsidiaries regularly engagatér-group transactions. These transactionsidiecthe purchase and sale of satellite
services and communication equipment, providingraediving network and call centre services, actessbital slots and management

services. The transactions have been enteredwetotioe normal course of operations. Balances mms$actions between the Company and its
subsidiaries have been eliminated on consolidatiwhtherefore have not been disclosed.
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29. RELATED PARTY TRANSACTIONS - (continued)
Redemption of the Senior Preferred Shares and Issnae and Payment of a Promissory Note

On March 28, 2012, the Company redeemed all afiitstanding senior preferred shares, previously bglRed Isle, for $145.5 million in
cash, which included $141.4 million of principalda®4.1 million of accrued dividends on the seni@f@rred shares (refer to note 19). In
exchange for the redemption of the senior prefeshedes, the Company issued a subordinated pramisste to Red Isle in the amount of
$145.5 million (refer to note 20). The promissootenof $145.5 million together with $8.4 million afcrued interest was repaid on Octobe
2012.
Distributions to Loral Holdings and Red Isle

On March 28, 2012, the Company declared a speasdl distribution to its shareholders, Loral Holdirmgnd Red Isle, as a reduction in
stated value, in the amount of $656.5 million. Epecial cash distribution was split $420.2 millard $236.3 million to Loral Holdings and
Red Isle, respectively.
Key Management Personnel — Special Payments

In connection with the special cash distributiords#o the Company’s shareholders, the Board autd$48.6 million in special
payments to the Company’s executives and certapismes. At December 31, 2012, $47.0 million of $pecial bonus was expensed and $4
million was paid. The remaining amounts are expktiebe paid over the next three years, subjeitte@pplicable executives’ and employees’
continued employment with the Company on the payrdate and other conditions.
Independent Board of Directors Special Payment

In 2012, the Company'’s four independent directeceived a special payment for the assistance tfeeyded in the assessment of various
strategic alternatives explored by the Company0ihl2 The amount paid to the four independent dirsavas, in aggregate, $0.9 million.

Compensation of executives and Board level directer

Year ended December 31 2012 2011 2010
Shor-term benefits (including salar $ 10,47C $ 7,30¢ $ 7,26:
Special paymer 42,86 — —
Pos-employment benefit 1,34( 72C 557
Share-based payments 1,152 2,572 4,51«
$ 55,82¢ $ 10,60 $ 12,33:

Transactions with related parties

The Company and certain of its subsidiaries refumgage in transactions with related parties. Chmpany’s related parties include
Loral, Red Isle, and Loral Canadian Gateway Cotjpamg“LCGC"), a wholly-owned subsidiary of Loral.

Space Systems/Loral (“SSL”") is a satellite manufeertand a wholly-owned subsidiary of Loral. Thegreva related party of Telesat up to
November 2, 2012 when the sale to an unrelateg pas finalized by Loral
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29. RELATED PARTY TRANSACTIONS - (continued)
During the year, the Company and its subsidiansred into the following transactions with relapeties.

Sale of goods and service

interest income Purchase of goods and services, interest expe

Year ended December 3. 2012 2011 2010 2012 2011 2010
Loral

Revenug $ — $ 19 16€ $ — 3 — 3 —

Operating expenst — — — 6,252 4,99( 5,24¢

Interest expens — — — 1,25¢ 1,291 1,004

Intangible asset — — — — 12,61¢ —
Red Isle

Interest expens — — — 10,81 9,86¢ 12,33¢
ssL®

Revenue 1,46¢ 1,94: 2,373 — — —

Interest expense — — — 973 99t 1,092

Satellite, property and other equipm — — — 49,53: 180,85: 168,04
LCGC

Revenue — 324 447 — — —

Satellite, property and other equipm — — — — 4,58¢ —

(1) The 2012 transactions include only the activitiesf January 1 to November 2, 20

The following balances were outstanding at theafrttie year:

Amounts owed by Amounts owed to
related parties related parties
At December 31 2012 2011 2012 2011
Loral
Trade receivables/payabl $ — 3 — 3 2,48¢ $ —
Other lon-term financial assets/liabilitie 2,31¢ 2,38 6,90¢ 28,25:
Red Isle
Other current financial liabilitie — — — 1,65(
Other lon-term financial liabilities — — — —
Senior preferred shar — — — 141,43!
ssL®
Trade receivable/payak 21 38C — 4,75¢
Other current financial liabilitie — — 1,32( 1,04
Other lon-term financial liabilities — — 16,927 15,01¢

(1) Amounts owed by/to SSL are the amounts outatgnas at December 31, 2012, which related to &retitns entered into prior to
November 2, 2017

The amounts outstanding are unsecured and wiktiked in cash.
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29. RELATED PARTY TRANSACTIONS - (continued)

The Company has entered into a contract for thetoaction of Anik G1 with SSL. The total outstanglioommitments at December 31,
2012 were $1.2 million (December 31, 2011 — $50iian).

Stock Option Repurchase and Exercise of Share Appc@tion Rights

In December 2012, the Board approved the repurdioas@sh consideration of 20% of all vested stopkons. A total of 1,660,619
options were repurchased by the Company. Also iceBier 2012, certain executives exercised themesyapreciation rights (“SARS”)
granted under the Company’s share based compemgédio and received 2,249,747 non-voting partioiggpreferred shares and cash
equivalent to certain withholding taxes payablesispect of the exercise of the SARs.

Other related party transactions

The Company funds certain defined benefit pensiangy Contributions made to the plans for the yealed December 31, 2012 were
$10.7 million (December 31, 2011 — $8.1 million).

30. CONDENSED CONSOLIDATING FINANCIAL INFORMATION

The 12.5% Senior Subordinated Notes were co-isbyédklesat LLC and Telesat Canada, (“the Issuevkith are 100% owned
subsidiaries of Telesat, and were guaranteed &ntyunconditionally, on a joint and several basjsTelesat and certain of its subsidiaries.

The condensed consolidating financial informatiefol for the year ended December 31, 2012, thegmded December 31, 2011, and
the year ended December 31, 2010 are presentedhptite Article 3-10(d) of Regulation S-X. The infmation presented consists of the
operations of Telesat Holdings Inc. Telesat Holditrge. primarily holds investments in subsidiaa@sl equity. Telesat LLC, a U.S. Delaware
corporation, is a financing subsidiary that hagssets, liabilities or operations.

The condensed consolidating financial informatieftects the investments of Telesat Holdings In¢hanlssuers, of the Issuers in their
respective Guarantor and Non-Guarantor subsidianidsof the Guarantors in their Non-Guarantor siises using the equity method.
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Condensed Consolidating Statements of Income (Loss)
For the year ended December 31, 2012

Telesat Telesat Telesat Guarantor Non-guarantor
Holdings LLC Canada Subsidiaries Subsidiaries Adjustments Consolidated
Revenue $ — 3 =% 782,81: $ 149,27 $ 18,95¢ $ (105,24) $ 845,81(
Operating expens¢ (15) — (201,13 (128,070 (21,389 105,241 (245,36)
(15 — 581,68: 21,207 (2,42%) — 600,44
Depreciatior — — (160,28) (48,10¢) (29€) — (208,68!)
Amortization — — (36,16¢) 26¢ (65) — (35,96Y)
Other operating gains (losses), — — 5,94¢ (56) — — 5,89(
Operating (loss) incomr (15) — 391,17 (26,687 (2,78¢) — 361,68
Income (loss) from equity investmet 29,49 — (29,119 (3,09¢ — 2,721 —
Interest expens (2,380 — (239,78) (44) — — (242,201)
Loss on financing — — (77,279 — — — (77,279
Interest and other incon — — 83¢ 521 1 — 1,361
Loss on changes in fair value of financ
instruments — — (58,989 — — — (58,98¢)
Gain (loss) on foreign exchan — — 78,46¢ 3,90: (3,515) — 78,85«
Income (loss) before te 27,10z — 65,31¢ (25,40¢) (6,300 2,721 63,43t
Tax expens: — — (35,827 (335 177) — (36,339
Net income (loss $ 27,10: 3% — 3 29,497 3 (25,74) $ 6,47 $ 2,721 $ 27,10:
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Condensed Consolidating Statement of Income (Loss)
For the year ended December 31, 2011

Telesat Telesat Telesat Guarantor Non-guarantor
Holdings LLC Canada Subsidiaries Subsidiaries Adjustments Consolidated
Revenue $ — 3 =% 742,728 $ 110,200 $ 20,28¢ $ (64,8560 $ 808,36:
Operating expens¢ — — (134,13) (95,82Y) (22,657 64,85¢ (187,769
— — 608,59: 14,37¢ (2,37)) — 620,591
Depreciatior — — (146,58) (51,71) (339 — (198,621)
Amortization — — (42,48() 1,541 (82) — (41,02:)
Other operating gains (losses), — — 116,06. (1,989 (6) — 114,06
Operating income (los: — — 535,59: (37,787 (2,799 — 495,01
Income (loss) from equity investmet 247,14 — (40,209 (3,04¢ — (203,89) —
Interest (expense) incon (9,86¢) — (219,59() 2,421 (23) — (227,05
Interest and other incon — — 8€ 1,46t 3 — 1,55¢
Gain on changes in fair value of financ
instruments — — 98,58t — — — 98,58¢
(Loss) gain on foreign exchan — — (75,159 (6,084 2,39t — (78,844
Income (loss) before te 237,27¢ — 299,31! (43,030) (40¢) (203,89 289,26:
Tax (expense) recove — — (52,177 10€ 7¢ — (51,986
Net income (loss $ 237,278 $ — $ 247,14:  $ (42,929 $ (329 $ (203,89) $ 237,27!
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Condensed Consolidating Statement of Income (Loss)
For the year ended December 31, 2010

Telesat Telesat Telesat Guarantor Non-guarantor
Holdings LLC Canada Subsidiaries Subsidiaries Adjustments Consolidated
Revenue $ — 3 =% 745,68 $ 98,04¢ $ 23,83¢ $ (46,21 $ 821,36:
Operating expens¢ — — (144,180 (83,375 (25,124 46,21¢ (206,469
— — 601,50¢ 14,67¢ (1,28¢) — 614,89
Depreciatior — — (147,89) (53,949 (349) — (202,18)
Amortization — — (47,395 2,12¢ (299) — (45,46%)
Other operating income, n — — 75,02% 7,99¢ — — 83,01¢
Operating income (los: — — 481,24! (29,157 (1,82¢) — 450,26
Income (loss) from equity investmet 298,43¢ — (30,09¢) (32,019 — (236,33)) —
Interest (expense) incon (12,339 — (244,37) 12t 3 — (256,58:)
Interest and other income (expen — — 4,31¢ 1,51% (81) — 5,75
Loss on changes in fair value of financ
instruments — — (11,169) — — — (11,169
Gain (loss) on foreign exchan — — 162,92: 7,33 (6,28¢) — 163,96!
Income (loss) before te 286,10: — 362,84t (52,19) (8,199 (236,33() 352,23.
Tax expens: — — (64,407 (1,169 (555) — (66,13:)
Net income (loss $ 286,10. $ — $ 298,43¢ $ (53,360 $ (8,749 $ (236,33) $ 286,10:
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Condensed Consolidating Balance Sheets
As at December 31, 2012

Telesat Telesat Guarantor Non-guarantor
Holdings LLC Telesat Canadi Subsidiaries Subsidiaries Adjustments Consolidated

Assets
Cash and cash equivalel $ —  $ — % 158,51¢ $ 19,50¢ $ 2937 % — 3 180,96:
Trade and other receivabl — — 39,69« 21,93¢ 2,13( — 63,76:
Other current financial asse — — 41 19t 6,56: — 6,79¢
Intercompany receivab — — 392,05: 179,33t 140,26 (711,65¢) —
Prepaid expenses and other current a — — 15,66( 7,217 69 — 22,94¢
Total current assets — — 605,96: 228,19t 151,96¢ (711,65¢) 274,46¢
Satellites, property and other equipm — — 1,794,44 294,62t 1,67¢ — 2,090,75
Other lon¢-term financial asse — — 125,13! 5,992 40¢ — 131,53!
Other lon-term asset — — 3,807 88t — — 4,692
Intangible assel — — 813,92 44,73t 39 — 858,69'
Investment in affiliate 1,072,43! — 1,126,64 695,60 261 (2,894,94) —
Goodwill — — 2,078,05! 343,87t 24,67: — 2,446,60:
Total assets $ 1,072,43  $ —  $ 6,547,97. $ 161391 $ 179,02 $  (3,606,60) $ 5,806,74!
Liabilities
Trade and other payabl $ —  $ — 3 20,80 $ 13,28  $ 1,62 $ — 3 35,70¢
Other current financial liabilitie — — 87,41¢ 1,51¢ 1,65¢ — 90,59:
Intercompany payabl 45,70: — 221,29° 409,39: 35,261 (711,65¢) —
Other current liabilitie: — — 76,037 1,34¢ 544 — 77,93(
Current indebtedne: — — 31,95: 1 — — 31,95¢
Total current liabilities 45,70: — 437,50° 425,54t 39,08: (711,65¢) 236,18
Long-term indebtednes — — 3,374,97 — — — 3,374,97
Deferred tax liabilities (asset — — 485,54 (37¢) — — 485,16:
Other lon-term financial liabilities — — 278,21: 3,25( — — 281,46:
Other long-term liabilities — — 391,61¢ 10,52¢ 93 — 402,23:
Total liabilities 45,70! — 4,967,85: 438,94: 39,17¢ (711,65¢) 4,780,01
Shareholders Equity
Share capite 656,39: — 1,518,711 1,096,66: 104,43: (2,719,81) 656,39:
Accumulated earningc 373,04. — (2,929 145,48: 35,21¢ Q77,776 373,04.
Reserves (2,702) — 64,32¢ (67,176 19¢ 2,64¢ (2,709
Total shareholder¢ equity 1,026,73; — 1,580,12. 1,174,971 139,84 (2,894,94) 1,026,73
Total liabilities and shareholders

equity $ 1,072,43  $ —  $ 6,547,97. $ 161391 $ 179,020 $ (3,606,60) $ 5,806,74!
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Condensed Consolidating Balance Sheet
As at December 31, 2011

Telesat Telesat Telesat Guarantor Non-guarantor
Holdings LLC Canada Subsidiaries Subsidiaries Adjustments Consolidated

Assets
Cash and cash equivalel $ —  $ — 3 256,83 $ 18,65 $ 2,471 % —  $ 277,96:
Trade and other receivabl — — 27,01( 18,67( 1,10¢ — 46,78¢
Other current financial asse — — 2€ 25t 6,72¢ — 7,01(
Intercompany receivab — — 349,66: 137,65¢ 148,15: (635,47 —
Prepaid expenses and other current a — — 14,05 8,01¢ 58 — 22,12¢
Total current assets — — 647,58 183,25¢ 158,51 (635,47 353,88
Satellites, property and other equipm — — 1,808,99 340,99: 1,92¢ — 2,151,91
Other lon¢-term financial asse: — — 141,08 89€ 42¢ — 142,40t
Other lon-term asset — — 3,01(C 2,52¢ — — 5,53¢
Intangible assel — — 848,89¢ 47,077 10z — 896,07!
Investment in affiliate 1,878,93: — 1,184,89: 1,495,14: 26( (4,559,23) —
Goodwill — — 2,078,05 343,87t 24,67 — 2,446,60.
Total assets $ 1,878,931 $ —  $ 6,712,521 $ 2,413,76! $ 185,90' $  (5,194,70) $ 5,996,42
Liabilities
Trade and other payabl $ —  $ — 3 33,408 $ 9,11¢ $ 2,63: % —  $ 45,15¢
Other current financial liabilitie 1,65( — 79,99t 1,30¢ 85 — 82,98¢
Intercompany payabl 45,68¢ — 179,35. 375,01: 35,42( (635,47)) —
Other current liabilitie: — — 64,39: 3,111 37z — 67,87
Current indebtedne: — — 86,49« 1 — — 86,49¢
Total current liabilities 47,33¢ — 443,63 388,55( 38,46 (635,47 282,511
Long-term indebtednes — — 2,748,13 — — — 2,748,13
Deferred tax liabilities (asset — — 452,20¢ (312) — — 451,891
Other lon-term financial liabilities — — 255,63( 3,86: 291 — 259,78.
Other lon-term liabilities — — 411,53: 10,72¢ 245 — 422,50:
Senior preferred shares 141,43! — — — — — 141,43!
Total liabilities 188,77: — 4,311,14 402,82t 38,99t (635,472 4,306,26:
Shareholders Equity
Share capite 1,298,17: — 2,320,73 1,898,68: 104,43: (4,323,841 1,298,17.
Accumulated earninc 369,99: — 35,41¢ 176,38: 42,07: (253,86¢) 369,99:
Reserves 21,99/ — 45,23¢ (64,125 40E 18,48: 21,99
Total shareholders equity 1,690,16- — 2,401,38. 2,010,93! 146,91( (4,559,23) 1,690,16.
Total liabilities and shareholder¢

equity $ 1,87893 $ — $ 6,712,521 $ 2,413,76! $ 185,90! $ (5,194,700 $ 5,996,42
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Condensed Consolidating Statements of Cash Flows

For the year ended December 31, 2012

Telesat Guarantor Non-guarantor
Holdings Telesat Canadi Subsidiaries Subsidiaries Adjustments Consolidated

Cash flows from operating activities
Net income (loss $ 27,10: $ $ 29,497 $ (25,74) % 6,477 $ 2,721 $ 27,10
Adjustments to reconcile net incor

(loss) to cash flows from operating

activities:

Amortization and depreciatic — 196,45: 47,83¢ 361 — 244.,65(

Deferred tax expense (recove — 37,97 (74) — — 37,89¢

Unrealized foreign exchange (ga

loss — (81,459 (5,299 3,381 — (83,37

Loss on derivative — 58,98¢ — — — 58,98¢

Shar-based compensatic — 86¢ 211 12z — 1,20z

(Income) loss from equity investme (29,497 29,11¢ 3,09¢ — (2,72)) —

Loss on disposal of ass¢ — 72z 56 — — 77¢€

Reversal of impairment loss

intangible asset — (1,199 — — — (1,199

Loss on financing — 77,27¢ — — — 77,27¢

Other — (37,86%) (10,789 (210) — (48,867)
Customer prepayments on future sate

services — 40,34¢ — — — 40,34t
Insurance proceet — 314 — — — 314
Repurchase of stock options and exer

of share appreciation righ — (32,399 (2,367 (50¢€) — (35,26¢€)
Operating assets and liabilities (1,635) (34,267 5,444 3,94¢ — (26,507
Net cash (used in) from operatin¢

activities $ (4,030 $ $ 284,37¢ $ 12,38¢ $ 617 $ —  $ 293,35:
Cash flows from investing activities
Satellite program $ — % $ (161,530 $ (1,019 $ — % — 3 (162,549
Purchase of other property and

equipmen — (5,2572) (2,240 (119) — (7,61))
Purchase of intangible ass — — (16€) — — (16€)
Proceeds from sale of ass — 34 38 — — 72
Return of capital from subsidiari 802,01: — 802,01: — (1,604,02) —
Dividends received — 7,062 — — (7,062) —
Net cash from (used in) investing

activities $ 802,01: $ $ (159,69) $ 798,63( $ (1199 $ (1,611,08) $ (170,259
Cash flows from financing activities
Proceeds from indebtedne $ — % $ 3,306,860 $ —  $ —  $ — % 3,306,86!
Proceeds from issue of promissory n — 145,46t — — — 145,46¢
Repayment of promissory nc — (145,46¢) — — — (145,46¢)
Repayment of Loral Note — (20,82)) — — — (20,82))
Repayment of indebtedne — (2,611,220 — — — (2,611,220
Repayment of senior preferred she (141,43 — — — — (141,434
Payment of premium on early retireme

of indebtednes — (39,449 — — — (39,449
Payment of debt issue co — (52,030) — — — (52,030)
Return of capital to shareholde (656,54¢) (802,01) (802,01) — 1,604,02: (656,54¢)
Satellite performance incentive payme — (4,34%) (237) — — (4,582)
Dividends paic — — (7,069 — 7,06% —
Net cash (used in) from financing

activities $ (797,98) $ $ (223,000 $ (809,31) $ —  $ 1,611,08 $ (219,21)
Effect of changes in exchange rates

cash and cash equivale! $ —  $ $ —  $ (854 $ 32 $ — 3 (88¢€)
(Decrease) increase in cash and cash

equivalents $ —  $ $ (98,32) $ 854 $ 46€ 3% — % (97,00
Cash and cash equivalents, beginnin

year — 256,83’ 18,65¢ 2,471 — 277,96:
Cash and cash equivalents, end of ye $ —  $ $ 158,51t $ 19,50¢ $ 2937 $ —  $ 180,96:
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Condensed Consolidating Statement of Cash Flow

For the year ended December 31, 2011

Telesat Telesat Guarantor Non-guarantor
Holdings Canada Subsidiaries Subsidiaries Adjustments Consolidated
Cash flows from operating activities
Net income (loss 237,27 $ 247,14  $ (42,929 % (329 $ (203,89) $ 237,27!
Adjustments to reconcile net incor
(loss) to cash flows from operating
activities:
Amortization and depreciatic — 189,06: 50,17( 41€ — 239,64
Deferred tax expense (recove — 52,09¢ (14£) (100 — 51,85«
Unrealized foreign exchange Ic
(gain) — 66,37¢ 4,04¢ (2,719 — 67,70¢
Gain on derivative — (87,919 — — — (87,919
Dividends on senior preferred sha 1,65( — — — — 1,65(
Shar-based compensatic — 2,07t 383 19¢ — 2,65¢
(Loss) income from equit
investment (247,149 40,20« 3,04¢ — 203,89: —
Loss on disposal of ass¢ — 58¢ 87¢ 1€ — 1,48:
Impairment loss on intangible ass — 18,36¢ 1,10( — — 19,46¢
Insurance procee — (135,019 — — — (135,019
Other — (28,167 (2,876 24z — (30,80:)
Customer prepayments on futt
satellite service — 55,26¢ 2,50( — — 57,76¢
Insurance proceet — 11,22¢ — — — 11,22¢
Operating assets and liabiliti (2,075) 1,944 (15,267) 2,28( — (13,11)
Net cash (used in) from operatin¢
activities $ (10,299 $ 433,25, $ 91¢ $ 9 3 —  $ 423,88!
Cash flows from investing activities
Satellite program $ — $ (302,19) $ (54,0000 $ — 3 — 3% (356,199
Purchases of other property and
equipmen — (16,13)) (1,379 (55) — (17,56¢)
Purchase of intangible ass — — (12,619 — — (12,619
Insurance procee — 135,01¢ — — — 135,01
Proceeds from sale of ass — 14¢ — — — 14¢
Business acquisitior — (9,269 9,26¢ — — —
Dividends received — 8,63 — — (8,637 —
Net cash used in investing activitie $ — $ (183,799 $ (58,739 $ (55) $ (8,637 $ (251,211)
Cash flows from financing activities
Repayment of indebtedne — $ (108,74) $ —  $ — % —  $ (108,742
Dividends paid on preferred sha (10) — — — — (10
Satellite performance incentive payme — (5,92¢) — — — (5,92¢)
Intercompany loal 10,30¢ (74,639 64,33( — — —
Dividends paic — — (8,639 — 8,63% —
Net cash from (used in) financing
activities $ 10,29 $ (189,30 $ 55,697 $ — 3 8,63: $ (114,679
Effect of changes in exchange rates
cash and cash equivalel — — (369) 3¢ — (329
Increase (decrease) in cash and
equivalents $ — $ 60,15 $ (2,48) $ ™ % — % 57,66
Cash and cash equivalents, beginninc
year — 196,68: 21,13t 2,47¢ — 220,29!
Cash and cash equivalents, end of ye $ — $ 256,83 $ 18,65¢ $ 2,471 $ —  $ 277,96:
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Cash flows from operating activities

Net income (loss

Adjustments to reconcile net incor
(loss) to cash flows from operating
activities:

Amortization and depreciatic

Deferred tax expens

Unrealized foreign exchange (gain) Ic

Loss on derivative

Dividends on senior preferred sha

Sharebased compensatic

(Income) loss from equity investmer

Gain on disposal of asse

Reversal of impairment loss on satellit
property and other equipme

Reversal of impairment loss
intangible assel

Other

Customer prepayments on future sate
services

Operating assets and liabiliti

Net cash from operating activities

Cash flows from investing activities

Satellite program

Purchase of other property a
equipmen

Proceeds from sale of ass

Other

Net cash used in investing activitie

Cash flows from financing activities

Repayment of indebtedne

Dividends paid on preferred sha

Satellite performance incentive payme

Dividends paic

Net cash (used in) from financing
activities

Effect of changes in exchange rates o
cash and cash equivalel

Increase in cash and cash equival

Cash and cash equivalents, beginnin
year

Cash and cash equivalents, end of ye

Condensed Consolidating Statement of Cash Flow
For the year ended December 31, 2010

Telesat Telesat Telesat Guarantor Non-guarantor
Holdings LLC Canada Subsidiaries Subsidiaries Adjustments Consolidated
286,10: — 3 208,43¢ $ (53,360 $ 8,749 $ (236,33) $ 286,10:
— — 195,28 51,82 54z — 247,65:
— — 63,277 14€ 42¢ — 63,85:
— — (168,78) (7,502 6,27: — (170,01)
— — 13,95¢ — — — 13,95¢
2,07t — — — — — 2,07t
— — 3,691 63t 341 — 4,667
(298,439 — 30,09¢ 32,018 — 236,33( —
_ — (3,759 (72) — — (3,826
— — — (7,929 — — (7,929
— — (71,269 — — — (71,269)
— — (24,600 (315 (15) — (24,93()
— — 30,98: — — — 30,98:
10,29¢ — (44,979 2,861 1,99¢ — (29,81%)
$ 30 — 3 322,34t $ 18,31 $ 817 $ —  $ 341,50«
$ = — 3 (257,72 $ — 3 — 3 — % (257,72Y)
— — (2,299 (1,55€) (11)) — (3,96€)
— — 26,78: 144 — — 26,92¢
— — 10,00( — — (10,000 —
$ = = (223,24) $ (1,412 $ (111 $ (10,000 $ (234,76))
$ = =% (34949 $ —  $ — 8 — $ (34,94¢
(30) — — — — — (30)
— — (5,099 — — — (5,099
— — — (10,000 — 10,00( —
$ (30) — 3 (40,04) $ (10,000 $ — 3 10,000 $ (40,079
$ — — 3 —  $ 4 $ (562) $ —  $ (55¢)
$ — — % 59,05¢ $ 6,901 $ 144  $ —  $ 66,10¢
— — 137,62: 14,23 2,33¢ — 154,18
$ = — 3 196,68: $ 21,13t $ 2,47t $ —  $ 220,29!
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[NON-EMPLOYEE DIRECTOR GRANT]

RESTRICTED STOCK UNIT AGREEMENT
UNDER THE
LORAL SPACE & COMMUNICATIONS INC.
2005 STOCK INCENTIVE PLAN

THIS AGREEMENT (the “Agreement”) is made as of ##nd day of May, 2012 (the “Grant Dateljyy and between LORAL SPAC
& COMMUNICATIONS INC. (the “Company”) and (the “Grantee”).

WITNESSETH:

WHEREAS, the Grantee is currently a non-employeenber of the Board of Directors (the “Boarddf the Company and t
Company desires to have him remain in such capaaitlygrant to him a notional interest in sharethefCompanys common stock, par val
$0.01 per share (the “Stockih the form of restricted stock units, subject éstain restrictions and on the terms and conditemidorth herei
so that he may have a direct proprietary interegté Company’s success.

NOW, THEREFORE, in consideration of the covenants agreements herein contained, the parties heeséby agree as follows:

1. Grant of Restricted Stock Units. Subject to the restrictions, terms and conditiegtsforth herein and in the Company’s
2005 Stock Incentive Plan, as amended from timarte (the “Plan”), the Company hereby grants toGnantee restricted stock units
(the restricted stock units granted hereunder arediter referred to as the “Restricted Stock Unitsach Restricted Stock Unit shall represent
the right to receive upon settlement (i) one sloditbe Stock or (ii) cash equal to the fair mankatue of one share of Stock on the settlement
date, subject to the terms and conditions set toetkin. The determination as to whether the ResttiStock Units are settled in Stock or cash
shall be at the sole discretion of the Company it@bged terms not defined herein shall have thamireg ascribed to them in the Plan.

2. Satisfaction of Vesting Conditions.

€)) General. Except as provided in this Agreement, the Restti&mck Units are subject to a substantial risk of
forfeiture until vested as set forth in Section)Zhd are not transferable.

(b) Vesting Schedule The Restricted Stock Units shall vest as followshjSct to earlier forfeiture as provided below,
all of the Restricted Stock Units granted hereursthet| vest on the earlier of (i) the first annisany of the Grant Date (or, if earlier, the date of
the Company’s first regular annual meeting of stmitters held after the Grant Date); or (ii) therteration of the Grantee’s service as a
director of the Company by reason of death or paenadisability (each such date, a “Vesting Datpipvided the Grantee has remained a
member of the Board from the date hereof throughuvtbsting Date. If the Grantee’s membership orBibard is terminated for any reason
prior the Vesting Date, the unvested portion of Restricted Stock Units shall be forfeited by theuiee without consideration.




3. Settlement of Restricted Stock Units

€) All outstanding vested Restricted &tonits shall be settled on the earlier of (a)diage of the Grantee’s death, (b)
the date the Grantee undergoes a Separation fronc&¢as defined below), and (c) the date of camsation of a 409A Change in Control |
defined below), (the first of (a), (b), and (c)decur shall be the “Settlement Date”); providdwwever, that to the extent that the Grantee is a
“specified employee” within the meaning of TreasRggulation 1.409A-1(i) any settlement of the Retsd Stock Units on account of the
Grantee’s Separation from Service from the Comsmall be delayed for such period of time as magpdmessary to meet the requirements of
Treasury Regulation Section 1.409A-3(i)(2) (the [®ePeriod”) and on the first business day follogvthe expiration of the Delay Period, all
vested Restricted Stock Units shall be settledth@rSettlement Date, the Company shall delivehéoGrantee (or the Grantee’s estate in the
event of Grantee’s death) (x) a certificate oriieates representing the number of shares of S¢ogial to the number of vested Restricted
Stock Units or (y) a lump sum payment of cash hgarvalue equal to the fair market value of oneesloé Stock as of the Settlement Date
multiplied by the number of vested Restricted Stdciits. The determination as to whether the RestliStock Units will be settled in Stock or
cash shall be within the sole discretion of the @any.

(b) For purposes of this Agreement, a ‘“@afion from Service” will be deemed to occur oa tlate as of which the
Grantee has undergone a “separation from servaeth@at term is specifically defined in Treas. RElg409A-1(h), applying the rules set forth
therein) with the Loral Controlled Group (as defifzelow); provided however, that to the extent that the Grantee becomes gmaglwith
Loral or any member of the Loral Controlled Grobp Grantee will be deemed to undergo a terminati@mployment on the date that such
Grantee’s level of bona fide services performedeteses to a level less than 50 percent of the gedeael of services performed by the
Grantee during the immediately preceding 36-mosetfiog. For purposes of this Agreement the Loralt@led Group means Loral and all
persons and entities with respect to which Loralldde considered a single employer under Code (84 54d (c), providedhowever, that in
applying Code §1563(a)(1), (2) and (3) for purpasfedetermining a controlled group of corporati@msl in applying Treas. Reg. §1.414(c)-2
for purposes of determining trades or businessdsatle under common control, as provided in TrRag. §1.409A-1(h)(3), the language “at
least 80 percent” is used, instead of the defauljliage “at least 50 percent” as set forth in TriRag. §1.409A-1(h)(3), each place it appears.

(c) For purposes of this Agreement, a ‘M@hange in Control’shall mean a Change in Control that also constite
“change in control event” within the meaning of asary Regulation Section 1.409A-3(i)(5).




4, Dividends and Dividend EquivalentsNo dividends or dividend equivalents shall accrubepaid with respect to any
outstanding Restricted Stock Units.

5. Rights of Stockholder.The Grantee will not have any rights as a Stockéroldth respect to any Restricted Stock Units
unless and until the Restricted Stock Units areeskin shares of Stock and Grantee becomes tliehof record of such shares.

6. No Right to Continued Board Membership.This Agreement does not confer upon the Granteeight/to continuance of
membership on the Board, nor shall it interferany way with the right of the Company to terminiai® Board membership at any time.

7. Transferability. The Restricted Stock Units may not, at any timeno settlement, be assigned, alienated, pledgtathec
sold or otherwise transferred or encumbered byattetee and any such purported assignment, alengtiedge, attachment, sale, transfer or
encumbrance shall be void and unenforceable.

8. Notice. Every notice or other communication relating tastAgreement shall be in writing, and shall be nthiteor delivere:
to the party for whom it is intended at such adslie@smay from time to time be designated by itfmo@ice mailed or delivered to the other p.
as herein provided; provided that, unless and sotite other address be so designated, all noticmmmunications by the Grantee to the
Company shall be mailed or delivered to the Comparits New York office and all notices or commuations by the Company to the Grantee
may be given to the Grantee personally or may hitethto the Grantee’s home address as reflectetlmbooks of the Company.

9. Arbitration. All disputes between the parties arising out ofinaronnection with the validity, interpretatiomgrestruction,
meaning or execution of the Plan or of this Agreetoe any settlement thereof, shall be finallylsetby arbitration to be held in New York
City and conducted in accordance with the Ruleb®fAmerican Arbitration Association. Judgment uplom award rendered may be entered i
any court having jurisdiction or application mayrbade to such court for judicial acceptance ofatlvard and an order of enforcement, as the
case may be.

10. Governing Law. The validity, interpretation and performance ostAgreement shall be controlled by and construettun
the laws of Delaware, without giving effect to fwénciples of conflicts of law.

11. Signature in Counterparts. This Agreement may be signed in counterpartd) edavhich shall be an original, with the se
effect as if the signatures thereto and hereto wpom the same instrument.

* * *




IN WITNESS WHEREOF, the parties hereto have exeatthies Agreement on the day and year first abovitiemr

Mailing Address of Grantee for Delivery of Stockr@fecates:

Phone Number of Grantee:

Email Address of Grantee:

Social Security No.: — —

LORAL SPACE & COMMUNICATIONS INC.

By:

Name: Michael B. Targof
Title: Vice Chairman, Chief Executive Offic
and Presider

Grantee




Loral Space & Communications Inc.
CODE OF CONDUCT

Revised
as of January 17, 2013
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INTRODUCTION

This Code of Conduct (this “Code”) sets forth thgdl and ethical standards to which all directoffi;ers, employees, temporary
employees, independent contractors and consultattigir capacity as such (the “associates”) ofdl&@pace & Communications Inc.
and its subsidiaries (“Loral” or the “Companyie required to adhere. All associates are expéstedmply with this Code. This Co
serves as a guide to associates for the propegmiimm and resolution of ethical and legal issersountered in conducting the
Company’s business and in making decisions thdbconto ethical and legal standards. This Code beaynodified from time to
time, without prior notice, as the Company’s Boaf®irectors deems appropriate.

A. General Policy

It is the standard of conduct and express polidyasél that all dealings with our customers, sugslj competitors, partners and co-
workers are conducted with the highest level ofcaltbehavior and in complete compliance with thieisand the letter of
applicable laws and regulations. This is importardur dealings with commercial companies as welvih the United States
government and foreign governments.

Improper activities, or even the appearance of appety, could result in serious consequencesddhmpany and the associates
involved in such activities. An associate’s adheeeto this policy is a significant indicator of timelividual’s judgment and
competence and will be taken into considerationndealuating future assignments and promotionnsisivity to, or disregard
for, the principles set forth in this Code will geounds for appropriate disciplinary action, indghgldismissal.

Loral’s objective is to excel as a responsible gplitable business. In attaining this objectiveassociate shall, on behalf of Loral
or while a Loral associate, engage in any condhattyviolates any law or is otherwise inconsisteitihwhe highest levels of honesty
and integrity. Complex laws and regulations gowemenvironment in which Loral does business. Tude outlines key aspects
those laws and regulations as well as relevantl lpaiicy.

Individual associates may require additional trajnin certain areas to ensure compliance. If, ¥angple, you have contact with
representatives of foreign organizations, you neasure that you are familiar with import and expegulations, embargo and tre
sanction laws and the provisions of the Anti-Boyeatt and the Foreign Corrupt Practices Act. If yave any questions about the
applicability of any laws to your actions, you slboonsult with Loral legal counsel.

B. Scope
Associates with supervisory responsibilities mustLee that employees under their direction or abatre acquainted with this

Code. Directors and officers should also be awzaiethere are special legal requirements not coMeyehis Code that apply to
corporate fiduciaries. Conduct contrary to theségjines is outside the scope of any employee’sleynpent.




In addition to compliance with all legal requirentgreach Loral associate must adhere to the ouggrathical and professional
standards that generally govern the conduct ofnessi. The Company’s interests are not served bymgthical practice or activity
even though such practice or activity may not beeahnical violation of the law. The scope of t@isde may not include all Loral
policies and practices to which associates areinedjto adhere. In instances in which other sudltigs and practices appear to
conflict with those set forth in this Code, asstesamust follow the more restrictive policy or piee.

Associates should consider this Code as a baselireminimum requirement, which must always b&feéd. If at any time you
are in doubt about whether a particular provisippligs to your conduct or about any aspect of yaumpliance responsibilities, y
should contact your manager or supervisor, or tiser sesources described in this Code to addragsogmcern.

C. Violations of the Code

Any violation of the applicable laws and regulasar principles of ethics set forth in this Codd W& grounds for disciplinary
action or discharge from employment and may sultfexassociate or former associate to civil lisyo#ind/or criminal prosecution
under applicable law. Disciplinary action may bleetanot only against those who authorize or paditd directly in such violation,
but also against: (i) any associate who delibeydgls to report a violation as required by théipg (ii) any associate who
deliberately withholds material and relevant infation concerning a violation; or (iii) the violateisupervisor and manager, to the
extent that there is inadequate leadership, sugiervor diligence.

Please see Section 7 of the Code below for proesduar reporting of violations.
2. EMPLOYMENT PRACTICES
A. Equal Employment Opportunity; Non-Discrimination; Harassment

Loral is committed to ensuring equal employmentasfymity for all associates, including qualified glmyment applicants. The
company maintains its employment practices anéntsronment free of discrimination based on raofgrg religion, gender,
national origin, ancestry, age, disability, veteoamarital status, sexual orientation, partnerstepus, gender identity, alienage or
citizenship status, actual or perceived statuswattim of domestic violence, or as a victim of sfenses or stalking or any other
protected category or characteristics under law.

Any associate who has a question or concern reggitle company’s employment practices policy shdielct his or her inquiry
to Daniel Medina at the corporate office, his or dieect manager, or any member of the managemetaexrutive management
team who will answer or address the question oceomn Any applicant or associate filing a complainassisting in the
investigation of a complaint is protected from lietéon, coercion, intimidation, interference andatimination.
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Policy against workplace harassment

Loral is committed to maintaining a productive werkvironment in which all individuals are treatethwnutual respect and
dignity. Each associate is required to contribata professional atmosphere that promotes equalrappty and nondiscriminatory
practices. In keeping with this commitment, haramsinand inappropriate conduct of any form will bettolerated.

Associates are required to exhibit, in their condud communications, sound judgment and respeeviery other associate and
other persons (i.e., vendors, customers, buildiaff)svith whom the company does business. Insgltdtegrading, exploitative or
discriminatory treatment, whether verbal or phyisazanritten, electronic or otherwise, will not balerated.

Similarly, inappropriate conduct directed to ous@sates by outside vendors, consultants or custowié not be tolerated.
Sexual harassment
Loral does not tolerate workplace sexual harassmarghconsiders it to be a serious offense.

Sexual harassment is unwanted sexual attentiopefsstent or offensive nature made by a persankmows, or reasonably
should know, that such attention is unwanted. Sexarmssment includes sexually oriented condudtishgufficiently pervasive or
severe to unreasonably interfere with an employje&' performance or create an intimidating, hostieoffensive work
environment. While sexual harassment encompass@teaange of conduct, some examples of specifigatbhibited conduct
include:

« Promising, directly or indirectly, an employee waed if the employee complies with a sexually otéehrequest

» Threatening, directly or indirectly, to retaliatgaénst an employee if the employee refuses to cpmijth a sexually
oriented reques

» Denying, directly or indirectly, an employee an doyment-related opportunity if the employee refusesomply with a
sexually oriented reque

« Engaging in sexually suggestive physical conta¢boching another employee in a way that is unwakeo

« Displaying, storing, or transmitting pornographicsexually oriented materials using company equigme facilities,
including email

« Indecent exposure

- Making sexual or romantic advances toward an enga@nd persisting despite the employee’s rejectithe advances
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Sexual harassment may involve individuals of thaesar different genders and is prohibited whetherotied toward men or
women. Sexual harassment can be physical and/ochpkgical in nature.

Other forms of harassment also prohibited

To the same degree as sexual harassment, thig ptdic prohibits harassment or other inappropdateduct on the basis of race,
color, religion, gender, national original, ancestge, disability, veteran status, marital stasegual orientation, citizenship or any
other protected category or characteristics.

B. Environmental Safety

Loral is committed to achieving the highest staddaf safety, health and environmental performatcal of its facilities. It is the
responsibility of each associate to follow the sud@d procedures established at each facilitylieae these safety, health and
environmental goals. Associates must immediatgdpneany incident of non-compliance or any unsafiedition to the facility’s
environmental, health and safety coordinator.

BUSINESS CONDUCT OF ASSOCIATES

It is every associate’s responsibility to read,enstand and comply with this Code. Further, easbdate is responsible for knowing
his or her job and what it takes to comply with thies and regulations relating to the performasfabat job. Managers, supervisors
and employees jointly share the responsibilitydehitifying training needs required to assist emgésyin job performance and in
complying with this Code. If an associate wisheslitain guidance on the interpretation or applaratf this Code or applicable laws
and regulations, he or she may contact any oneeadadurces listed under the heading “Reportingatiimhs.”

A. Compliance with Laws, Rules and Regulation

Obeying the law, both in letter and in spirit,lie foundation on which Lora’ethical standards are built. All associates masgiec
and obey the laws of the cities, states and camini which Loral operates. Although not all asates are expected to know the
details of these laws, it is important to know egioto determine when to seek advice from supersjsoanagers or other
appropriate personnel.

Loral will not knowingly assist other persons oti@s with which we have business dealings inafiolg any law or regulation. F
example, we will not misrepresent or confirm faatewn to be false to the auditors of a customesupplier for the purpose of
allowing the customer or supplier to prepare féils@ncial statements or financial information.

We specifically direct the associates’ attentioiséxtion 7, which describes some of the requiresnefithe Foreign Corrupt
Practices Act, U.S. export control laws and ecomroganctions measures that may be applicable tastheciates.

-4-




If necessary, Loral will hold information and traig sessions to promote compliance with laws, rales$regulations, including
insider-trading laws.

B. Avoidance of Personal Conflicts of Interes

A personal conflict of interest exists when a pats@rivate interest interferes in any way with theerests of the Company. A
conflict situation may arise when an associatega@aions or has interests that may make it difficuperform his or her Company
work objectively and effectively. Conflicts of imgsts may also arise when an associate, or merabbkis or her family, receives
improper personal benefits as a result of his oplsition in the Company. Loans to, or guarantéasbligations of, associates and
their family members may create conflicts of intgtre

Loral associates must observe high standards afumbrand integrity in their relationships with dd&sorganizations. They must
refrain from having any financial or other intergsbr relationship with an organization that conggewith or does business with
Loral. Not only must associates avoid unethicairess practices and favoritism, they should alsmdagutside activities and
financial interests that might create that percepti

It is Loral’s policy to respect the rights of asistes to engage in outside activities that do oaoflict with their positions as
associates. However, when an outside activityrarftial interest involves an organization with vihibe Company does business,
good judgment is required to avoid any basis farflaat of interest. No associate may, without begmgnted an exception, acquire
or retain, either directly or indirectly, the folling financial interests in an organization thainpetes with, does business with, or
seeks to do business with Loral:

« Any interest as a proprietor or partner in sucloanization;
« The ownership of, or right to acquire, stock or ¢®f such an organization that is a privately lelighoration; or

-  With respect to a publicly-owned corporation fivergent (5%) or more of the revenues of which aréevelé from Loral,
the ownership of, or right to acquire, stock or é®im an amount in excess of the lesser of (i) &b por (ii) 1% of the tot:
securities of such publicly owned corporatio

« Associates may not compete with Loral directlyratiiectly. Associates owe a duty to Loral to adwits legitimate
interests when the opportunity to do so ari

Each associate shall report to the operating uagigent, if applicable, and the Loral Legal Dejeet the details on any of the
financial interests described above that are heltbquired, directly or indirectly, by himself cedself or any family member, to the
extent known by the associate.

* This restriction does not apply to employees whmedo Loral from other companies and who hold shaf¢hose companies’ stock in a
savings plan or stock ownership plan. This exceptioly applies to stock that was owned by the egg@qrior to his or her employment with
Loral, and that is held in those investment inseuata. Subject to the terms of the plan documeist) smployees may keep stock that is in
those investment instruments and any stock divislgraid from those remaining in those investmerttunsents.
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The following restrictions also apply to associates

« No associate may serve as an officer or directangffirm without prior approval by the chief exdéee officer or
president of Loral

« No associate may undertake employment with, orilaraervices as a consultant or other represeattatianother firm
unless approved in writing by the operating unégient or the chief executive officer or presidaritoral.

« Employment of an associate’s spouse or other imabedamily member by an organization with which éalarompetes or
does business could provide the basis for criticesma any such employment situations should berreghdo the president
of the operating unit or the chief executive offioe president of Lora

Notwithstanding the foregoing, the provisions détBection 3.B. shall not apply to Loral’'s non-eoyae directors. A non-employee
director shall, however, promptly notify the BoarftDirectors if he or she or a member of his orihenediate family commences (x)
service as an officer or director of any Competitofy) employment with, or the furnishing of sem$ as a consultant or other
representative to, any Competitor or otherwisersriteo an agreement with a Competitor to do anthefforegoing. For purposes of
this paragraph, “Competitoghall mean any of the following: (i) SES S.A., Ietd Global S.A. and Eutelsat S.A.; (ii) a busingsd i
principally engaged in the business of fixed siigetlervices; or (iii) a business other than fisatkllite services in which the
Company is principally engaged. Loral reservesitigt to change this list at any time. For the davice of doubt, any such non-
employee director (x) shall not be required to wbéay approval from Loral prior to or in connectiwith, nor shall he or she be
prohibited from engaging in, any of the activitéesscribed in this paragraph and (y) may continugetge as such non-employee
director of Loral notwithstanding his or her engaget in the activities described in this paragrapibject to his or her compliance
with applicable legal requirements.

C. Corporate Opportunities

Associates are prohibited from taking personal athge of opportunities that first become known tigto employment or
association with Loral or are otherwise discovatedugh the use of Loral property, information osjtion without the consent of
the Board of Directors. Specifically:

« Associates should not place themselves in a situati which they may profit from a business oppuoitiuif the
circumstances indicate that the opportunity shbalde been made available to Loral. In general,sinbss opportunity
which might reasonably be expected to be of intdekoral should be brought to the attention ohagement for a
determination of whether Loral wishes to pursu
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D.

« Associates may not use facilities or equipmentaflLin the pursuit of personal interest or profissociates who are on
paid Loral time should be involved only in the mess of Loral

« Associates may not compete with Loral directlyratiiectly. Associates owe a duty to Loral to adwits legitimate
interests when the opportunity to do so ari

Insider Trading

Loral has adopted an Insider Trading and ConfidditytiPolicy with respect to the trading by asstesaof securities issued by the
Company and the receipt and use of material notigouiormation by associates. Associates shouldrri® and must abide by this

policy.

Proprietary Information/Trade Secrets

Loral proprietary information consists of any infaation and data possessed by and in the conttbed€ompany that may be
valuable to it in its business. Such informationstmot be disclosed to others, except as requiyddvb or permitted by the
Company, because doing so could disadvantage tonapetitively or financially; because the infornaaticould hurt or embarrass,
customers, suppliers, joint venture partners oGbmpany; or because the information belongs tersttand we have agreed to
keep it private. When there is a legitimate busnesed to disclose proprietary information outsideal, a non-disclosure
agreement may be appropriate. For more informatmahprior to disclosure, contact Loral legal colinse

Proprietary information includes, but is not lintdte:

- Loral research and development, such as inventinasufacturing processes, patent applicationseagdeering and
laboratory notebooks (see belo

« Customer and employee lists and records;

« Business strategies, business results, unannognoddcts or services, marketing plans, pricing famghcial data;
- Cost information, such as overhead or other intirate information, salaries, estimates, etc.;

« Non-public information about products or servicesjuding hardware and software specifications andgdes

« Confidential organizational information; and

« Information disclosed by other parties pursuarg tmn-disclosure agreement.
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Proprietary information may exist as reports, masyuzharts, computer disks, drawings, specificati@hotographs, films and
correspondence. Hardware, equipment or materiat®dying proprietary information and data may alsdrieated as proprietary
information.

Each associate is responsible for ensuring thatrigtary information is protected from theft, daraagnauthorized disclosure or
inappropriate use. Always store such information safe place and follow security procedures ferdibimputer systems used.
Remember that you can be overheard in public plasdsvhen using portable communications devicesa@aliscuss Loral
proprietary information with family or friends; thenay not understand its significance and may iedewtly pass it on to someone
who should not have it.

i. “Patentable’ Inventions
A “patentable” invention is one that constitutaseav, useful and unobvious machine process, adfaleanufacture,
composition of matter, or improvement thereof (irthg software). All inventions made or conceivgdelmployees in the
course of, or as a result of their employment teeexclusive property of Loral and are to be prijynglisclosed in writing and
assigned to the Company.

Employees are responsible for maintaining a lalooyatotebook to record concepts, ideas and relatell, together with the
recording of progress on technical efforts, in otdesstablish priority of invention, provide a Isafor patent coverage and
protect future proprietary rights of the Company.

Licenses and copyrights obtained by employeesdrctiurse of, or as a result of their employmemt tlae exclusive property
Loral and are to be promptly disclosed in writimglaassigned to the Company.

i. Copyrighted Works
Copyright laws protect the original expressionamong other things, written materials, works ofaartl music, and prohibit
their unauthorized duplication, distribution, diespland performance. This means that we may nobdepe, distribute or alter
copyrighted materials from books, trade journatenputer software or magazines, or play recordgstagiscs or videotapes,
without permission of the copyright owner or itdherized agents. Software used in connection wittal’s business must be
properly licensed and used only in accordance thiih license. Using unlicensed software could dtutstcopyright
infringement.

Fair Dealing
We believe our reputation for integrity is our masportant asset. We must deal fairly with custaneendors and competitors

fulfill our obligations even when they are detrinedrto our profitability. All estimates and commigmis to both customers and co-
workers should be made with the expectation thet thill be achieved.
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We seek to outperform our competition fairly anahéstly. Stealing proprietary information, possegs¢iade secret information tr
was obtained without the ownsrtonsent or inducing such disclosures by pastesent associates of other companies is prohil
Each associate should endeavor to respect the riglaind deal fairly with Loral’s customers, suppi, competitors and associates.
No associate should take unfair advantage of anwdtherespect or relating to Loral business throoggmipulation, concealment,
abuse of privileged information, misrepresentatibmaterial facts or any other intentional unfaérating practice.

Entertainment, Gifts and Gratuities

It is Loral’s policy that all dealings with otherganizations be conducted with the highest ethiealavior and in complete
compliance with applicable laws and regulationst Rusiness transactions should always be free &wen a perception that
favorable treatment was sought or received, offeresblicited by gifts, favors, hospitality, entrtment or similar gratuities. Whi
there are certain circumstances under which ieimssible to furnish or accept such items, evenpleyee is expected to follow a
course of action that complies with the followingjdglines.

No associate may solicit, directly or indirectlgr his or her benefit or for the benefit of anotherson, any gift, favor or other
gratuity from a person or organization with whitle Company does business or that seeks to do sasirign the Company.
Soliciting a gift, favor or other gratuity is sttli¢ prohibited regardless of the nature or valu¢hefitem or service.

No Loral associate may accept any gratuities (nageatr non-monetary), gifts or favors, except fadinary items of nominal
value, from a person or organization that condboatsness with the Company or seeks to do busingssive Company. Items of
nominal value are considered to be normal salesigtion, advertising or publicity items, with theopider’s logo.e.g., calendars,
ball point pens, coffee cups, etc., with a retalle not exceeding $75. Exceptions to this polexyuire prior approval of the Legal
Department and must be based on a legitimate ssinterest of the Company and may not be in vaniadf the law, regulation or
other authority. Loral associates may accept a ndeiak or entertainment from such persons or agions only if these
courtesies are unsolicited, infrequently providaed eeasonable in amount. Associates should reapedtand when appropriate,
except with respect to offering things of valugyavernment personnel, discussed in section 3lbie

Loral associates should never offer any type ofrfass courtesy to a customer for the purpose dfy exchange for, obtaining
favorable treatment or advantage. Except for i@8iris that apply when dealing with government espntatives, associates may
pay for reasonable business-related meals, refrastsnand/or entertainment expenses for customersugpliers that are incurred
only occasionally, are not requested or solicitgdhe customer and are not intended to or couldermsonably be perceived as
affecting business decisions.




Marketing Activities

Loral supports vigorous competition. We believe #raduring customer relationships are built ongntg and trust. We seek to
gain advantage over our competitors only througlesar research, engineering, manufacturing andketiaug. It is our intention to
win business through excellent products and sesyitever through unethical or questionable busipesgices. The marketplace
requires the gathering of a wide range of infororatn a systematic and legal manner. This inforomatirovides an understanding
of the industry structure and customer requiremgantexisting or potential products and servicet@fal. It is the policy of Loral
that its associates, agents and other represesgatiVl gather only information to which the Compgas legally entitled. Loral will
neither seek nor accept any information that iimited from disclosure by law, regulation or pgliaf the customer. Associates
must not:

« seek special treatment or data that are otheneiedated;
- attempt to improperly influence specifications trgunfair advantage or limit competition; or
« seek access to classified or officially restridtgdrmation.

There must be no exchanges of unauthorized orlfeddaside information or attempts to induce cotitpe or government
employees to violate the laws or their standardsoofiuct by seeking information they cannot prgpeglease or provide. There ¢
severe sanctions available to the government wiefatvs on procurement integrity are violated.

Special Requirements When Marketing and Contractingwith the Federal Government

Law forms a foundation for Loral's business aci@st We must conduct business in accordance wathetlis of the cities, states
and countries where we operate. In dealings wigh thited States government, Loral associates dret o¢presentatives who
perform legislative liaison, marketing, proposati&m contract activities should be especially s@resio the following
requirements:

i. Gifts and Gratuities to Government Personnel
The Company must comply with special standardsoflact in contracting with the federal governm&uyvernment
representatives shall not be offered or givengeittirectly or indirectly, anything of value thaely are prohibited from
receiving by applicable law or agency regulatidrgal associates dealing with representativespdréicular federal agency
are responsible for complying with that agencyanstrds of conduct. Where there is a question agp#uticular agency’s
requirements under its standards of conduct, assscmust contact Loral legal counsel for guidance.
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Except as otherwise permitted by law or regulati@ral associates are prohibited from paying foalmerefreshments,
entertainment, travel or lodging expenses for ar§y. overnment employee or representative. Onegoéiree’s that unsolicited
items of less than $20 in value may be providegaleernment employees, such as a meal providedtetesaiccommodate
continuing business meetings with government engaeyso long as items of value totaling no more $%#0 are given by
Loral to any single government employee in a caderygar. Loral associates doing business with staligcal government
officials are responsible for knowing and adhetionghe rules that may apply to such state or Igogkrnment employees.

In certain instances where customs in foreign aiemtequire the exchange of gifts, the Company prayide or accept the
gift with approval of the Legal Department. Anytgijfother than those of nominal value received frepresentatives of these
countries, will become Company property.

Lobbying the Federal Government

When engaging in lobbying activities with the fealegovernment, Loral associates must comply wighltbbbying Disclosure
Act of 1995 (“Lobbying Act”), the Byrd Amendment @melated regulations. Lobbying activities are deéi as any oral or
written communication to certain executive andd&give officials made on behalf of a client widgard to certain federal
matters and efforts in support of such communicatiincluding preparation and planning activitiesearch and other
background work, with some exceptions.

The Lobbying Act is primarily a registration angbogting statute, which requires lobbyists (indivathior entities) to register
with Congress and to submit quarterly disclosupmres of lobbying activities and semi-annual repatftcertain campaign
contributions. When a company registers on belats@mployees who are lobbyists, the company detap the required
filing.

The Byrd Amendment both prohibits certain lobbyaagivity and requires reporting of other lobbyirgiaty. The Byrd
Amendment prohibits the use of funds received thhogovernment appropriations from being expendedestain lobbying
activities. The Byrd Amendment also requires gowent contractors to file disclosure reports of ighh activity to
government agencies when requesting or receivirtgingfederal contracts, grants, loans or coopegagreements.

Finally, certain lobbying costs are unallowable emthe Federal Acquisition Regulation.
Loral associates must learn and adhere to thesedad/regulations if they intend to engage in alpying activity with the

federal government and must maintain complete andrate records of all lobbying activity. Loral asigtes who intend to
lobby state or local governments are responsibsl&fowing and adhering to the laws that may applguch activities.
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iii. Restrictions on Obtaining Contractor Bid and Proposal or Government Source Selection Information
Federal law prohibits contractors, their employeegresentatives, agents and consultants fromrobgacontractor bid and
proposal or government source selection informatidaited to any federal agency procurement befasraof the contract.

A contractor’s bid or proposal information includesy of the following information submitted to aléral agency in
connection with a bid or proposal that has not beade available to the public:

« Cost or pricing data;

Indirect costs and direct labor rates;

« Manufacturing or other processes;
« Proprietary information;

« Information marked “contractor bid or proposal imfation” in accordance with applicable law or redign or marked
with any other appropriate restrictive or propnigtianguage under applicable laws or regulati

Government source selection information includesfttiowing information prepared for use by a federgency for the
purpose of evaluating bids or proposals, if therimfation has not been publicly disclosed:

« Bid prices submitted to an agency or lists of thoiskprices;
« Proposed costs or prices submitted to an agenkst®of those costs or prices;
« Source selection plans or technical evaluationgylan

« Technical evaluations, cost or price evaluationgyetitive range determinations, rankings of bmeposals or
competitors or reports and evaluations of sourtexten panels, boards or advisory counc

« Other information marked as “Source Selection Imfation” according to applicable laws and regulation

If any doubt exists as to whether a particular pietinformation can be rightfully obtained, therabassociates or
representatives who wish to obtain such informatii@t has not been publicly released should fivstact Loral’s legal
department . Further, unauthorized offers to preyitbprietary or source-selection information mhestefused and
immediately reported to Loral legal counsel. Conseges for violations include suspension and debatriaind exclusion from
the procurement.
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In addition to the restrictions discussed abovealassociates should also be aware of the doatfifignfair competitive
advantage.” This body of law provides that an affein the context of a federal government procugeinmay not obtain a
competitive edge by allowing a former governmenpkayee to participate in the proposal preparatiatess, if that individu:
had access while employed by the government topudatic confidential or proprietary information tHagars on the
procurement. Such information may include the goremt’s procurement planning materials or pricingther data about a
competitor. Moreover, to the extent the former gawgent employee had access to this type of relenéomation, that
knowledge may be imputed to the rest of the Compenigss certain formal precautions are taken, aschfirewall.
Restrictions on employment discussions and hiringpeernment personnel are discussed in detalilémext section. Contact
the Loral Legal Department to discuss appropriatasures concerning the hiring and work assignnadritsmer government
personnel.

Employment Discussions and Hiring Government Persarel

Loral associates must comply with two types ofriesbns in this complex area of law: (1) restrets on holding employment
discussions with certain government personnel;(@hdestrictions on the types of tasks or assigrimérat current or former
government personnel can perform for a private ey®sl Even if the revolving door laws permit dissiosis, no Loral
associate should ever make employment discussiogsployment contingent upon the government emggyreviding
information to Loral that the Company is not authed to receive.

Loral associates are prohibited from holding emplewt discussions with certain government persowhelare participating
personally and substantially in matters that mégcathe Company’s financial interests, includiegdral procurements in
which Loral is a bidder or offeror. Employment dissions include a broad range of conduct, suchnaailecorrespondence,
the exchange of a resume or a conversation ovehlimwhich the possibility of employment is dissed. References to salary
or other terms of employment are not necessarg fmmmmunication to constitute employment discussiboral associates
must know and adhere to the relevant laws if thésrid to engage in employment discussions with igowent personnel.

In addition, even if Loral is permitted to discesaployment with a particular government employeetain current or former
government personnel are restricted from working@main matters or contracts on behalf of privatgployers. These
restrictions may depend on the type of positioadgrlevel or responsibility the government empldyaé while working in the
government and can last for one year, two yeasslifetime.

The employment discussion and hiring restrictiarsdéderal government personnel are complex; theeefiny questions
should be presented to your supervisor or managatain appropriate advice and guidance.
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Vi.

Sanctions available to the government for violaionthis area include criminal and civil penaltiesclusion from the
procurement competition, cancellation of the castfrand suspension and debarment from doing bissimitls the government.
These sanctions may be applied by the governméahet€ompany, the government employee or the Coyngssociate
involved, as appropriate.

Truth in Negotiations Act

All proposals submitted to the U.S. government noastply with provisions from the Federal AcquisitiRegulation (FAR)
that are contained in the solicitation and resgltnntract. Some contracts and contract modifioatere subject to the data
disclosure requirements under the Truth in NegotiatAct.

Where cost or pricing data are required to be stibthby the Company, such data must be accuratgplete and current as of
the date of final agreement on price. Whether yreulae contract negotiator, the cost estimatoheiperson responsible for
furnishing the data to the cost estimator, you neasure that the Loral data meet these FAR reqeinésn

« Accurate means free from error;

« Complete data means all facts that a prudent batyeeller would reasonably expect to have an etieqtrice
negotiationse.g., historic cost data, vendor quotations, “makewy’liecisions and other management decisions that
could have a bearing on cost; ¢

« Current data means data that are up to date. Becaaisy months may pass after the original propmsalprice were
submitted, data should be updated, i.e., througti@iure but not necessarily through use of theenetata, through the
close of negotiations to ensure they are cur

If you have any questions as to whether informaiozrost or pricing data that must be discloseithéogovernment, you should
seek advice from Loral legal counsel. It is Lorafigention that all required cost or pricing infation will be disclosed to the
government. Falsely certifying facts or data usedavernment proposals and contracts, whetheremtionally or deliberatel
is a violation of law, regulation and contract regments and may subject the Company and involgedaates to criminal ai
civil penalties or administrative action.

Anti-Kickback Act

Associates and representatives must comply withlghw which prohibits any individual or companyrfrgroviding,
attempting to provide or soliciting, accepting tiempting to accept, any kickback. “Kickback” ifided as any money, fee,
commission, credit, gift, gratuity, thing of val(iacluding money, trips, tickets, transportatiorybrages and personal servis
or compensation of any kind that is provided diseat indirectly to any individual or company fdrd purpose of improperly
obtaining or rewarding favorable treatment in catioe with a prime contract or subcontract/suppledating to a prime
contract.
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Vil.

Viii.

In addition, certain government contracts contéuses implementing the Anti-Kickback Act which uég contractors to
establish and follow reasonable procedures to ptemad detect possible kickbacks, and to reporsiptesviolations when the
are “reasonable grounds” to believe that a viotatias occurred.

Organizational Conflicts of Interest

Itis Loral’s policy to comply with the letter arsirit of the statutory and regulatory requiremeetgarding organizational
conflicts of interest. Such a conflict may occuramhbecause of other activities or relationshiggal may be unable or
potentially unable to render impartial assistancadvice to the government, Loral’s objectivitydarforming the work is or
might be otherwise impaired or the contractor/rieciphas an unfair competitive advantage.

Loral will not pursue a grant or contract that Hees appearance of, or presents a conflict of isteaed has not been approved
in advance by the Loral Legal Department. All Lgoatsonnel, agents, representatives, and consubiemtresponsible for
ensuring that this policy is understood and, if aoxflicts of interest are suspected, reportirtg their supervisor or the legal
department for resolution.

Purchasing and Subcontracting

Because the value of subcontracts and purchasesadmrded by a U.S. government contractor camubstantial, the U.S.
government has a strong interest and exercises ggeaol over a contractor’'s purchasing and subregting processes.
Among other things, U.S. government requirementsagtect the type of subcontract, the amount apé tf competition
required and the terms and conditions requirecetmbluded in vendor agreements and subcontrastdompany policy to
comply with all such restrictions and obligations.

U.S. Government Property

Loral is required to establish and maintain a systeaccordance with federal requirements to conprotect, preserve and
maintain all U.S. government property. Loral emgley must be able to identify such property andfitatrough the
Company’s property records. Damage to or misapptpn of U.S. government property can result ireach of contract
charge or even imposition of civil penalties anidh@mal charges. More information on protecting camy property is
contained in Section N.

Contract Certifications and Representations

The U.S. government requires contractors to makaioanritten representations and certificationsider to ensure that
prospective contractors meet the qualificationsasftract solicitations. In addition, during contrperformance, there are a t
of written attestations that a contractor such@sLis required to make, including conformanceorép time and material
records and other documents supporting our invdaesayment. It is imperative that all represeiota or certifications be
complete and accurate. It is the duty of anyoneimga& certification or representation on behalEofal to determine its
accuracy in advance. See also Section L, AccurbBooumentation.
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Proper and Timely Reporting of Public Documents

As a public company, it is of critical importandet Loral’s filings with, and submissions to, thec8rities and Exchange
Commission, and other public communications, be &curate and timely. Depending on his or heitijposwith Loral, an
associate may be called upon to provide informatégyuired to assure that Loral’s public reportsamplete, fair and
understandable. Loral associates are expecte#tedtiags responsibility seriously and to providerppt and accurate answers to
inquiries related to Loral's public disclosure regments.

Internal Controls

Loral has a detailed financial control structurd aglated procedures designed in accordance wittidde404 of the Sarbané&xley
Act of 2002, which requires companies to implereerd evaluate internal controls for purposes ofrfiia statement reporting
integrity. Assessing the quality of these interc@itrols involves a continuous process of evalgatieir design and operation and
taking necessary corrective action to improve tlsmequired. Through discussions with supervisodsraview of Loral’s
documented practices and procedures, each assouiatainderstand his or her role with regard taal'swoverall control structure
and related procedures. An associate should rapaon as possible to his or her supervisor @r @ppropriate person in
accordance with Section 5 of this Code any poteatiacerns he or she may have with respect torditiseor her own role or
performance or otherwise relating to Loral's cohsitoucture and related procedures. Early idemtifa of problems is critical to
the strength of the Company’s controls, as wethamtaining compliance with the law.

Accuracy of Documentation

Loral associates create various forms of recordsidting reports and correspondence, which may Ieid copy or electronic

media. Business records should include objectikvanifiable factual information and should be ffemm speculation and rumor,
and from ambiguous or misleading statements. Réaticare must be taken to ensure that statemeads to the government and
claims submitted to the government are accurate.gbivernment may impose severe penalties for fidgements or false claims.

i. Reporting Expense Reimbursement
Those who submit expense reports and other formsesting reimbursement must follow the procedupgdieable to their
division or operating unit. Expense reports shaaldtain only charges actually incurred by the erygdoin furtherance of
Loral business. Expenses should be accuratelyidedcso that unallowable expenses can be excludedlfillings to the
government. The finance department will providedgaice if you have any questions.
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ii. Reporting Labor Charges
The accurate reporting of labor at Loral is botbeesial and mandatory because it is the sourcthéocharging of direct labor
and the distribution of overhead cost to a contdoti will accomplish this by either completingadbbr timecard or voucher or
by entering your time through an electronic lakeparting system.

When you report time being charged to a specifitreet, the following are some general “musts” étphyou follow proper
labor charging practices. You MUST:

« Prepare your own voucher/timecard;
» Record time as work is performed,;

» Obtain the charge number for the job(s) you arekimgron from your immediate supervisor or his or he
representative

« Record timeonly for the job(s) on which you are working;

« Ifyou need to make a correction on a redeetronic labor reporting system, draw a line tigto the error and write tt
proper entry on the next line. You and your supgnvimust initial each correction. For electrontedareporting,
notify your supervisor promptly of any correctidsincorrect entries; ar

« Check and follow your division’s specific guidelgéor labor reporting.

M. Producing Quality Products

Loral is committed to delivering products with thighest levels of quality and reliability consistenth each customer’s
requirements. To achieve this goal, each assatiast follow these guidelines:

« Make achievement of quality and excellence yousqeal goal;

- Strive to do each job right the first time;

« Comply with all contract requirements, including:
> Design requirement:
» Performing all inspections and tests specifiedaichecontract
» Preparing all required reports accurately and cetapl;

» Using only materials conforming to quality levefsesified in each contract; ai

-17-




» Using only substitute materials that have been@mgat in writing by the custon’s representative

By providing quality products and services, notyathd we meet our customers’ requirements, butwaksonake the Company more
competitive and stronger in the marketplace.

N. Company Funds and Property
All employees are responsible for safeguardingraalling proper and efficient use of Company funds grnoperty by following
procedures to prevent their loss, theft or unaigbdruse. Company funds and property include Compiare; cash, checks, drafts
and charge cards; land and buildings; records;cletiiequipment, including fax machines, copieis@ephones; computer
hardware and software; scrap and obsolete equipmedtall funds and property.

The following are ways to protect company funds praperty:

« Make sure expenditures are for legitimate busipesgoses;
» Keep accurate and complete records of funds spent;
« Use corporate charge cards only for business paspomisas specified in Company instructions;

« Make sure computer and communications equipmensgsigms, including passwords or other methods tased
access or transmit data, and the information tloeyain are protected against unauthorized accessmodification,
destruction or disclosur

« Use Loral's trademarks and service marks in acecmelavith Company instructions; and

« Report actual or suspected loss, damage, miswefe, éimbezzlement or destruction of Company fundsraperty
immediately tcDaniel Medina, Director of Administrative Serviceby calling (212) 212-5282.

O. Following Security Guidelines
While Loral's customer base is now primarily commarcompanies, Loral continues to contract with tnited States government
or its prime contractors. These contracts reghieeGompany to implement and maintain a systemafrg controls. As associates
of Loral, we all are individually responsible fafeguarding classified information. The followingaome of the key rules that
associates must follow:

« Notify your supervisor of any circumstances thagimiembarrass or damage the Comp:

- Establish a system to ensure that unattended fidas8ies are always locked.
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« Safeguard and transmit all classified materialdooadance with government and Loral requirements.

You are also prohibited from sending classifieainfation via regular mail. Additionally, you shoutdver discuss classified
information, company plans or related informatiaithwamily, friends or other unauthorized persons.

You should be particularly careful when using ploagany type, especially cellular phones, for gemsor classified
conversations. This also applies to use of comgatarinals, facsimile machines, cell phone camarakother equipment used to
transmit information or data.

If you have any questions about security mattemstact your immediate supervisor or Daniel MedDaector of Administrative
Services, at (212) 338-5282.

Record Retention

It is Loral policy to comply with all statutory amdgulatory requirements for retention of recordsluding those relating to U.S.
government contracts and subcontracts. All Loras@enel, agents, vendors, representatives and ltanisuare responsible for
ensuring that this policy is understood and is enmpnted consistently with these requirements. Téragany has many records
retention requirements imposed on it, such as thelaéing to federal and state tax returns andrenmiental compliance. It is
Company policy to comply with all records retenti@guirements, whether or not related specificalgovernment contracts.

Social Media

It is Loral policy to be extremely careful abousdbsing Company information and never to disckrsg confidential information
without authorization. Associates may not postrtbpinions or information about or related to Lawalits business on the Internet
or on or through any social media interfaces (iditlg, without limitation, Facebook, Twitter, Linkkd Yahoo, message boards,
chat board or blogs), even if not confidential ,aasl authorized to do so. Associates who are emgdoyemporary employees or
independent contractors may never discuss the Qoyrmramatters related to the Company with the puedsss explicitly
authorized to do so. Finally, associates who angl@yees, temporary employees or independent cdotsamay not accept any
public speaking engagement or publish any artictesther written communications in any form, inlea@ase relating to the
Company or its business, without prior approvead aforal officer.

WAIVERS OF THE CODE

Except as otherwise provided herein or in any otlieument adopted or acknowledged by the Compayywaiver of this Code for
officers or directors may be made only by the BasrBirectors or a Board committee and will be pptindisclosed to stockholders
if and to the extent required by law or stock exagjeregulation. Any waiver of this Code for asstasgaother than officers or directors
may be made only with the consent of the Compa@¢seral Counsel.
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ADDITIONAL PROCEDURES FOR THE CEO, PRESIDENT AND SENIOR FINANCIAL OFFICERS

All provisions of the Code hind the CEO, the Presigithe CFO, the principal accounting officer ontroller and all persons
performing similar functions (the “senior financ@ficers”). In addition to the Code, the seniardncial officers are subject to the
following additional specific policies:

A. All senior financial officers are responsible foilf fair, accurate, timely and understandableldsare in the periodic reports that
are required to be filed by the Company with th&€SHd in the Company’s other public communicatiédwordingly, it is the
responsibility of each senior financial officergmmptly bring to the attention of the managementmaterial information of which
he or she may become aware that affects the digelesnade by the Company in its public filings oblic communications or
otherwise assist the management in fulfilling @sgonsibilities.

B. Each senior financial officer shall promptly britggthe attention of the management and the Audib@itee any information he
she may have concerning (a) significant deficienaiethe design or operation of internal controlécl could adversely affect the
Company'’s ability to record, process, summarizeraport financial data or (b) any fraud, whethenot material, that involves
management or other associates who have a sigrificke in the Company'’s financial reporting, desures or internal controls.

C. Each senior financial officer shall promptly britggthe attention of the management and to the ADdibhmittee any information
or she may have concerning any violation of the gamy’s Code, including any actual or apparent éctsfbf interest between
personal and professional relationships, invohang members of management or other associates aseoahsignificant role in the
Company'’s financial reporting, disclosures or intrcontrols.

D. Each senior financial officer shall promptly brit@ythe attention of the management and to the ADdihmittee any information
or she may have concerning evidence of a matdakdtion of the securities or other laws, rulegsegulations applicable to the
Company and the operation of its business, by tiragany or any agent thereof, or of violation of @ade or of these additional
procedures.

E. The Board of Directors shall determine, or desigratpropriate persons to determine, appropriateracto be taken in the event
violations of the Code or of these additional pchoes by the senior financial officers. Such adishall be reasonably designed to
deter wrongdoing and to promote accountabilityafdherence to the Code and to these additional guoes and shall include written
notices to the individual involved that the Boasesksldetermined that there has been a violationpucery the Board, demotion or re-
assignment of the individual involved, suspensidtih wr without pay or benefits (as determined by Board) and termination of the
individual’'s employment. In determining what actisrappropriate in a particular case, the BoarDicéctors or such designee shall
take into account all relevant information, incluglithe nature and severity of the violation, whethe violation was a single
occurrence or repeated occurrences, whether tietioio appears to have been intentional or inaéwnerivhether the individual in
guestion had been advised prior to the violatiotodahe proper course of action and whether otlmindividual in question had
committed other violations in the past.
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6.

CERTAIN RULES AND REGULATIONS

A. Foreign Corrupt Practices Act

Loral complies, and requires that all its assosiaterldwide and its joint ventures, agents, distidlos and other representatives
comply with the letter and the spirit of the Forei@orrupt Practices Act (“FPCA”).

The primary purpose of the FCPA is to prohibit flagment of bribes, in any form, to foreign officah order to secure or retain
business. Specifically, the FCPA prohibits the myvor offering of anything of value (hereinaftefereed to as “bribes”) to foreign
officials, foreign political parties or candidaties foreign political office in order to obtain, &p or direct business or otherwise
obtain a business advantage. It is important te tiait the FCPA’s prohibitions are not limited tometary payments but can
include a wide range of non-monetary benefits dt Wkso prohibited are indirect bribes made thrbwmn intermediary (such as an
agent, representative or consultant) knowing thextet is a high probability that the intermediaryl wse all or a portion of the bribe
for a prohibited purpose.

In addition, the FCPA includes certain requiremevith respect to accounting records that are desigamong other things, to
prevent concealment of bribes. The FCPA requiraslthral’s books, records and accounts be keptrately to reflect all
transactions and disposition of Company assetsfdllmaving are specifically prohibited: maintainirsgcret or unrecorded funds or
assets; falsifying records; and providing mislegdinincomplete financial information for audit.

Violation of the FCPA may result in civil and crinal prosecution. Loral may be fined up to $2 milliar twice the gross gain or
loss from the offense, whichever is greater. Anvilial may be fined $250,000 or twice the gaiass from the offense,
whichever is greater, and may be subject to imprigent for up to five years. Loral will not pay fsanposed on individuals. Loral
will take all necessary disciplinary action, indlugl possible dismissal, against associates viaatiese policies.

There are three types of payments that may be psitsie under the FCPA. The first is a payment tdlifate or expedite
performance of routine governmental action. “Féatiling or expediting payments” are those that eclatthe performance of non-
discretionary action. Examples include obtainingpts, licenses or other official documents; prateg governmental papers, st
as visas and work orders; providing police protecand mail pick-up and delivery; providing phoeevice; power and water
supply; loading and unloading cargo or protectirgghable products; and scheduling inspectionscésteal with contract
performance or transit of goods across country.Sdwend is a payment that is reasonable in amauwhisadirectly related to the
promotion, demonstration or explanation of a pradudhe execution of a government contract. Thegenents may include travel
and lodging expenses. The third is a payment shiatwful under the written laws or regulations dbeeign countryThe

application of these exceptions to a particularustion involves a legal determination, and assoeiaishould consult with their
legal department prior to authorizing any paymentader one of these exceptions.
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Loral has established procedures to reduce théhidad of prohibited bribes by intermediaries, ijeint venture partners or agents,
distributors or consultants. First, it is Loral'sligy to obtain background information on the imediary to assess the potential for
violation. Second, it is Loral’s policy to entetara written agreement with respect to intendegakiion of fees and compliance
with the FCPAAIl such agreements must be approved by the leggdadtment prior to execution.

Additional and more detailed information, guiderend policies are available from your divisiorggdl office, and associates are
expected to comply with their division’s requirentseand guidelineBecause the status of certain types of payments ey
unclear, associates must review with the legal déypent of their division or operating unit the nate of any payments that raise
potential FCPA concerns.

Any violations of the FCPA must be reported immégliato each division’s legal department or to teporate legal office.
Because the immediate reporting of violations deptial violations is a critical component of Ldsaéfforts to ensure compliance
with the FCPA, failure to report such violationsuttbraise potential questions about an associ&tedg/ledge of, or complicity in, a
prohibited transaction. Violations or potential laitions may be reported without fear of retaliationmaking such a report.

Export Control Laws

The Company complies, and all of its associateseaqeired to comply, scrupulously with United Ssa¢eport control laws and
regulations, including the Arms Export Control Actd International Traffic in Arms Regulations; théernational Emergency
Economics Powers Act; the Export Administration Aot the Export Administration Regulations; embaagd trade sanctions
laws and regulations (see 7.C. below); Anti-Boytatts and regulations; and Executive Orders pargito U.S. export control
laws and regulations.

The Company and all of its associates are requiredmply scrupulously with the conditions, limitats, provisos, requirements
and terms of all licenses and other United Stabeeignment authorizations (including, without lintiten, export licenses, technical
assistance agreements and manufacturing licenghegments) in connection with any export, impatekport, transfer, sale,
marketing activity or proposal by the Company.
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Failure to comply with United States export contaals and regulations, or any licenses or othetddnBtates government
authorizations, can result in severe penaltiegferCompany and the individuals involved. Any agsecwho violates export
control requirements would be subject to discipglnaction, including termination of employment, andy be subject to civil
and/or criminal penalties imposed by the UnitedeStgovernment.

The Companys products (hardware, software and technical @atd)activities (including certain marketing aciestand proposal:
may be defined as “defense articles” and “defersdes”under the Arms Export Control Act and the Interoiadl Traffic in Arms
Regulations (ITAR).

Associates should be aware that an export occutsrihe ITAR by sending or taking a defense articieof the United States in
any manner (except by mere travel outside of thigeldrBtates by a person whose personal knowledjadies technical data);
disclosing (including oral or visual disclosure)t@nsferring technical data to a foreign persametiver in the United States or
abroad; performing a defense service on behatirdfr the benefit of, a foreign person, whethethia United States or abroad;
disclosing (including oral or visual disclosure)t@nsferring in the United States any defenselarto an embassy, or any agency
or subdivision of a foreign government (e.g., dipédic missions); or transferring registration, cohbr ownership to a foreign
person of any aircraft, vessel or satellite covdngthe U.S. Munitions List, whether in the Unitgthtes or abroad. Lawful
permanent residents of the United States (“greedi telders) and certain protected individuals (@ refugees, asylees, etc.) are
not considered “foreign persons” under the ITAR.

The export of defense articles and defense servézpsres the prior written authorization of theitdd States Department of State,
unless a specific statutory or regulatory exempdpplies. In certain instances, the prior writtaetharization of the United States
Department of State is required before making @ satransfer, or even a proposal to sell or temsfefense articles, defense
services and technical data to certain countrie®) any persons acting on behalf of these couwtdethat is intended for use by
armed forces of certain foreign countries.

In addition, the ITAR place significant restrictmon “brokers” and “brokering activities” concergilT AR-controlled defense
articles and defense services. The term “brokersiefined as any person who acts as an agentdtnearin negotiating or
arranging contracts, purchases, sales or transfelsfense articles or defense services in retura fee, commission or other
consideration. The term “brokering activities” iohdly defined to mean acting as a “broker” anduides taking any action to
facilitate the manufacture, export or import ofedehse article or a defense services. Note thatriational marketing
representatives and other individuals or entitetained by Loral or any of its associates may lesral a “broker” and engaged in
“brokering activities.” With rare exceptions, theeuof a broker or engaging in brokering activitieguires registration and prior
notice to or prior approval by the United Statep&ément of State. In addition, brokers and braigectivities are flatly prohibite
for matters involving a country embargoed or othisewproscribed by the United States DepartmentateSincluding the People’s
Republic of China.
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The export of other Company commodities, softwane technology (including technical data) is goverbg the Export
Administration Regulations (EAR), and the exporsoth products and technology may require the mridten authorization of th
United States Department of Commerce. When econsamictions are imposed against a foreign courtteyCompany’s exports
and imports of commodities, software and technokoggr from that country may also require a licefisen the U.S. Department
the Treasury’'s Office of Foreign Assets Control K0F. Associates should be aware that an exportreamder the EAR and
OFAC regulations by an actual shipment or transionssf items (commodities, software or technology) of the United States, or
the release of technology or software subjectéd®AR to a foreign national in the United Statesrnfanent resident aliens of the
United States and certain protected persons areomsidered “foreign persons” under the EAR.

To ensure full compliance with United States exjgoritrol laws and regulations, all associates shbalaware of the following:

. Associates are responsible for complying scrupiyowith United States export control laws and regigins, including all
applicable export licenses and other export authtidns issued by the United States governn

. Associates are responsible for seeking guidancemaduection from the Company’s Export Control g@nnel regarding
export control issues before engaging in any esp

. Associates should be especially aware of the patdot exports in any dealings with foreign perspsuch as going on
foreign travel, hosting foreign visitors, havinghaical interactions with foreign persons or enggdn marketing activities
that address technical issu

Economic Sanctions Measure

OFAC administers United States economic sanctigagat foreign countries, entities and individualgounter external threats to
the United States national security, foreign pobicyeconomy. Loral complies, and all of its asstesare required to comply,
scrupulously with the OFAC-administered sanctioregpams. By law, “U.S. Persons” are required to plyrwvith these sanctions.
U.S. Persons include: United States citizens anthgeent residents of the United States, wherewsr dhne located; all entities
organized in the United States (including theiefgn branches); and all individuals, entities arghaizations (collectively,
“Persons”) actually located in the United States. the sanctions against Cuba only, all entitieaedvor controlled by U.S.
Persons, wherever organized or doing businessufimzy foreign subsidiaries of United States firnasg also required by United
States law to comply. Loral is a U.S. Person. Asgoaiates of Loral, wherever located, who are dr8&ates citizens or permanent
residents are U.S. Persons. All Loral associateswim the United States (for business or pleasare)).S. Persons. As a matter of
Loral policy, associates of the Company who arelth8t Persons are also required to comply with OfAi@inistered sanctions at
all times, as though they were U.S. Persons.
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The Company and all of its associates are requiredmply scrupulously with the conditions, limitats, provisos, requirements
and terms of all “specific licenses” issued to LLdna OFAC and of all “general licenses” containeddFAC’s regulations
implementing the individual sanctions programsonrection with any export, import, Bxport, transfer, sale, marketing activity
proposal by the Company.

Violations of United States economic sanctions mesylt in the imposition of civil or criminal petigls on individuals and, in
certain cases, the entity for which they act. Asgoziate who violates United States economics isauscfor causes the Company
violate such sanctions) would be subject to distgpl action, including potential termination of plmyment, in addition to any
civil and/or criminal penalties imposed by the @itStates government.

OFAC maintains territorial sanctions relating tota# countries (e.g., as of January 1, 2013, ag&uba, Iran, North Korea, Suc
and Syria) (the “Target CountriesHor a complete list of the countries against wisighctions are maintained, please see the C
website at http://www.treasury.gov/resoumanter/sanctions/Programs/ Pages/Programs.dspertain cases, the sanctions apply
not only to the territories of those countries &igb to entities controlled by their governmenggeras of such governments and, in
most cases, residents of and Persons in thoserigsuAssociates must review with, and obtain the pridearance of the legal
department for, any proposed activities involvinghenefiting the governments, government agenciegiovernment-controlled
entities of these countries (wherever located) Rarsons or service areas in these countries.

In addition, OFAC maintains, and frequently updatisslist of “Specially Designated Nationals ankb&ed Persons” (the “SDN
List"), which contains the names of Persons whasegrty and property interests are blocked pursteaahe of the sanctions
programs (“Target Persons®)Target Countries and Target Persons (includingdPerkocated in a Target Country with whom
transactions are generally prohibited by sanctiansyeferred to collectively as “Sanctions TargetsS. Persons, including Loral
and all of its associates are prohibited from engam transactions or dealings with these Sanstibargets — directly or indirectly
— without a license from OFAC or an applicable eggan. The SDN List can be found on OFAC’s website
http://www.treasury.gov/resoura@enter/sanctions/SDNist/Pages/default.aspxThe OFAC website also keeps current the
description of Target Countries and other prograomprising the United States sanctions regime. OfdRMinistered sanctions
programs are dynamic and are subject to changeyatrae.

1The SDN List covers “specially designated natichafghe Target Countries, designated Persons ielated to, various regimes, as well as
designated terrorists and terrorist groups, deséghaarcotics traffickers, designated proliferatfrsveapons of mass destruction and other
Persons related to UN Security Council sanctidmey respective designated financiers and certasigthated property (including entities) of
these Persons.

-25-




Each sanctions program is different and respondgdifferent foreign policy context. Associates inelgeck on each program’s
scope separately with the legal department of thigision. Elements found in many of OFAC’s sanotigorograms include
prohibitions on (1) dealing in a Sanctions Targ§ti®perty and property interests,” defined vergdatly to include assets, debts,
contracts, contingent rights, patents, etc., indgdhterests involving only partial ownership @efd to as “blocking” or “freezing”
the property); (2) trade (exports, re-exports goamts) in goods, services and technology with y&a€ountry or its government;
(3) investment in a Target Country; (4) performaateontracts with or in a Target Country; (5) sportation to or from a Target
Country; and (6) facilitation (financing, guarariteg approving, etc.) by a U.S. person of a tratisaavith or benefiting a
Sanctions Target where OFAC sanctions would proliki transaction if done directly by a U.S. Perapofrom the United States.

The blocking, exportation of services and facii@atprohibitions are interpreted by OFAC very briga@®FAC-administered
sanctions affect Loral’s ability to enter into cauts with or benefiting Target Countries, or witbrsons on the SDN List. If new
sanctions are imposed that block the property oddtes with whom Loral has uncompleted contractoaimitments, the Company
may be unable to perform under its contract, or beyequired to obtain a license from OFAC befesiming any activities under
the contract. When sanctions prohibit exportatibtechnology to a Target Country, an OFAC licensg/rbe required in addition

a license under the EAR or ITAR. The sale of alki&éo a foreign Person with the knowledge thas tPerson intends to lease
substantial transponder capacity to, for examplke Government of Iran or any other Target Courgtikely to require an OFAC
license, under the facilitation prohibition in thian sanctions.

Most OFAC sanctions programs include a statutogngption for trade in “information and informatiomahterials” in existence
when the trade transaction is done, and not cdettébr national security, nonproliferation or taism purposes under the EAR.
OFAC distinguishes between the information itselfl the equipment needed to transmit the informati@n example, OFAC’s
Iranian Transactions Regulations state that thenptien “does not exempt ... or authorize ... the salleasing of
telecommunications transmission facilities (suckatellite links or dedicated lines) where suchale ®r leasing is for use in the
transmission of any data.” (31 C.F.R. § 560.21@{c)Associates should not attempt to interpret the ey#ion except in
consultation with their legal department.

To ensure full compliance with United States ecoicanctions, all associates should be aware dbtltmving:
« Associates are responsible for complying scrupljowgh United States economic sanctions, includimg terms and

conditions of any licenses, whether obtained byGhmpany for specific transactions or included FAT
regulations
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« Prior to entering into a contract with foreign ¢&ie8, Loral associates are required to know th@ippsed customers —
who they are, what they do, where they are basédaw they will use the goods, technology or sofew

Associates must seek advice from their legal depart regarding economic sanctions issues if a meghtransaction involves,
directly or indirectly, a Sanctions Target.

REPORTING VIOLATIONS

Loral is committed to maintaining an environmenwihich associates may raise questions or repodtions or suspected violations
of this Code and applicable governmental laws a&gdlations without fear of retribution. Associaéee encouraged to report all
violations or suspected violations of this Codeypplicable government laws and regulations andlkotd supervisors, managers or
other appropriate personnel when in doubt aboub#sé course of action in a particular situatising the methods outlined below.

Associates are expected to cooperate in intermakiigations of misconduct. Loral will not allowtaéation for good faith reports of
misconduct made by associates. Any person whovaeslihat he or she has been subject to retalitdgio®eporting a violation or
possible violation may contact anyone designatémlidgeand a prompt investigation will be conducted.

All Code Provisions (including FCPA, Export Contayl OFAC, but excluding Employment Practice$)olations or suspected
violations relating to all provisions of the CodeGonduct (including violations or suspected vimas relating to Loral's FCPA,

Export Control or OFAC policy (Section 6 of the @)dbut excluding Employment Practices) shall pored as set forth below in
Section 7.A.

Employment PracticesViolations or suspected violations relating taals Employment Practices policy (Section 2 of @ade)
shall be reported as set forth below in Section 7.B

All associate reports will be forwarded to a spigiassigned investigator, who will review them aifcappropriate, commence an
immediate investigation. Depending on the naturenaf personnel involved in the report, the invedtigmay be a member of Loral’s
audit committee, corporate or division internaliasthff or the Company’s legal department or asptppropriate individual.
Communications between the associate and the igaéast will be kept confidential to the fullest ext possible.

Reporting for all Code Provisions other than Empoyment Practices.

With respect to violations or suspected violaticglating to all provisions of the Code of Condumthér than Employment
Practices), an associate may contact:

« The associate’s immediate supervisor; or

« The supervisor's immediate supervisor; or
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» AviKatz, President, General Counsel and Secrathbpral Space & Communications Inc. The report rbaymade by
calling (212) 33-5340, by fax to (212) 3:-5320, by email t@vi.katz@hg.loral.coror by mail to the following addres

Avi Katz

Loral Space & Communications Inc.
600 Third Avenue

New York, New York 10016

B. Reporting Harassment, Discrimination or Retaliation

Associates who believe that they have been thesubf unlawful discrimination or harassment of &md are required to promp
report the matter to their direct manager or supervIf an associate is not comfortable bringingpenplaint to his or her immedic
manager or supervisor, please immediately reperttimplaint as follows:

Contact: Daniel Medini
Director of Administrative Services
Telephone #: (212) 338-5282
daniel.medina@hg.loral.com

Any manager or supervisor who becomes aware ofdulaliscrimination or harassment of any kind, imtihg sexual harassment,
has an obligation to report it promptly to Danie¢iina at the corporate office, his or her direchagger, or any member of the
management or executive management team.

Investigation of complaint

Loral is committed to promptly investigating eveymplaint and effectively resolving any instancédnafassment or discriminatic
Each person making a complaint, the alleged haraéseriminator and all knowledgeable employeesehaw obligation to
cooperate fully with an investigation. The inveatign may include individual interviews with thaseolved and, when necessary,
with individuals who may have observed the allegedduct or may have relevant knowledge. The compéaid investigation will
be handled with sensitivity, under the directiorthed Human Resources department and in some casesr more members of the
Executive management team, or an outside investigabnfidentiality will be maintained throughotetinvestigation to the extent
practical and appropriate under the circumstarmm@ssidering the sensitivities of all concerned.
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Protection against retaliation for making a complant

No one who objects to prohibited harassment or gohdnakes a good faith complaint, or assists imaestigation will be
subjected to punishment, coercion, intimidatiometaliation. Retaliation is a serious violationtis policy and will be treated with
the same corrective action as would the harassaratiscriminatory conduct itself. Acts of retaliati must be reported immediatt
and will be investigated promptly.

Responsive action

Any person found to have committed prohibited disgration, harassment or retaliation will be sulbgelcto disciplinary action up
to and including termination.

Anonymous Ethics Hotline.

Any illegal or unethical action can put a compamyan awkward situation. Sometimes, the unethidabas of a few people can
destroy an entire company and can result in logsisiness, fines, penalties and ultimately debatiinem government contracting.
If you are ever faced with an unethical situatie,need you to speak up. Silence never helps,iafagt, it can make an already
bad situation much worse. Your voice, however, make a difference. Speak up if you have concerogtaborkplace issues such
as the following:

. Theft . Conflicts of interes

. Fraudulent or inaccurate financial reportil . Improper contact with government offici
. Abuse of company resourt . Harassment or discriminatic

. Antitrust laws . Copyright law:

. Disclosure of confidential informatic . Environmental, health and safety le

. Import/export law . Improper gifts or gratuitie

. Alcohol or drug abus . Bribery or kickback

To report any of the above, speak with your immdsapervisor or other manager. If you have alregobken with a member of
management or if you simply prefer to remain anooys) call the Ethics Hotline.

How to Use the Ethics Hotline

Loral’'s Ethics Hotline is a simple, effective wayregister your concerns about any potentially hieat situation in your
workplace. The toll-free Ethics Hotline is availald4-hours a day, every day of the week, so yowewan call from the privacy of
your own home. By calling the Ethics Hotline, yanaemain completely anonymous throughout the tejgpprocess. No call-
tracing or recording devices are ever used at the€Hotline. Even if you do choose to give yoame, your call will be handled
with the utmost confidentiality.
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When you call the Ethics Hotline, a Communicatige&alist employed by an outside compliance firrth ask you a series of
guestions to better understand the nature of yonicarn. The Specialist then prepares a reporigHatwarded for review and, if
appropriate, investigation, to an independent, @mployee compliance officer who handles these msafioe Loral. At the end of
your call, you are given a report number, a persioleatification number (PIN), and a call-back datéer which you may follow-
up on your report. Simply reference the identifimathumber when you call. If additional informatisnneeded from you before
your concern can be resolved, you will be askedt fwhen you call back.

Call the Ethics Hotline even if you don’t have @llithe facts. The independent compliance officdl labk into the information you
can provide, attempt to verify it and then takerappate action.

The Ethics Hotline is not intended to be a sub&ifar meaningful communication between you and youmediate supervisor. If

you have questions or concerns regarding normahtipg procedures or suggestions for making yowkplace more comfortable
or efficient, please bring them directly to himhar.

Ethics Hotline:
888-301-8628

Toll-free, anonymous, all day, everyday of the week
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Exhibit 21.1
LORAL SPACE & COMMUNICATIONS INC.
SIGNIFICANT SUBSIDIARIES

The active subsidiaries owned directly or indingtly Loral Space & Communications Inc. as of Februdb, 2013, all 100% owned (exc
as noted below), consist of the following:

Loral Skynet Corporatio Delaware
Loral Satmex LLC Delaware
Loral Holdings LLC Delaware
Mexico Satellite, LLC() Delaware
Loral Global Services N.\ Netherlands Antille:
Loral Holdings Corporatio Delaware
4440480 Canada In Canade
4440498 Canada In Canade
Loral Canadian Gateway Corporati Canade
NOTE

(1) Only 77.78% owned directly or indirectly




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inifRegion Statement Nos. 333-132795 and 333-143274-orm S8 and Registratic
Statement Nos. 333-159656 and 333-138652 on FoBnofSeur reports dated March 1, 2013, relatinght® ¢onsolidated financial stateme
and financial statement schedule of Loral Spaceoén@unications Inc. and subsidiaries and the effentss of the Comparsyinternal contre
over financial reporting, appearing in this AnnBaport on Form 16 of Loral Space & Communications Inc. for the yeaded December :

2012.
/s/ DELOITTE & TOUCHE LLP

New York, NY
March 1, 2013




CONSENT OF INDEPENDENT REGISTERED CHARTERED ACCOUNT ANTS

We consent to the incorporation by reference iniRegion Statement Nos. 333-132795 and 333-14827Borm S-8 and Registration
Statement Nos. 333-159656 and 333-138652 on FoBnofsur report dated February 19, 2013, relatinthe consolidated financial
statements of Telesat Holdings Inc. appearingi;Alnnual Report on Form 10-K of Loral Space & Coomitations Inc. for the year ended
December 31, 2012.

/sl Deloitte LLP

Independent Registered Chartered Accountants
Licensed Public Accountants

Toronto, Canada

March 1, 2013




Exhibit 31.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Avi Katz, certify that:
1. | have reviewed this Annual Report on Forn-K of Loral Space & Communications In

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omittie a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registran$ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repaogtifas defined in Exchange Act RL
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbe ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingared

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogiand the preparation
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) Evaluated the effectiveness of the registemdtsclosure controls and procedures and presémttids report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period covgredis report based on st
evaluation; ant

(d) Disclosed in this report any change in the s&ghts internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbrg that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registran$ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrast’board of directors (or persons performing theweden
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reporting whic
are reasonably likely to adversely affect the regid's ability to record, process, summarize and refiwaincial informatior
and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a si@gmifiole in the registrast’
internal control over financial reportin

Is/ Avi Katz

Avi Katz

President, General Counsel &
Secretary

March 1, 2013




Exhibit 31.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Harvey B. Rein, certify that:
1. | have reviewed this Annual Report on Forn-K of Loral Space & Communications In

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omittie a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registran$ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repaogtifas defined in Exchange Act RL
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbe ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingared

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogiand the preparation
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) Evaluated the effectiveness of the registemdtsclosure controls and procedures and presémttids report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period covgredis report based on st
evaluation; ant

(d) Disclosed in this report any change in the s&ghts internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbrg that has material
affected, or is reasonably likely to materiallyeaft, the registra’sinternal control over financial reporting; a

5. The registran$ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrast’board of directors (or persons performing theweden
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reporting whic
are reasonably likely to adversely affect the regid's ability to record, process, summarize and refiwaincial informatior
and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a si@gmifiole in the registrast’
internal control over financial reportin

/sl Harvey B. Rein

Harvey B. Rein

Senior Vice President and Chief
Financial Officer

March 1, 2013




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Loral Spa&eCommunications Inc. (the “Company”) on Form KOfor the period endir
December 31, 2012 as filed with the Securities Bxchange Commission on the date hereof (the “R8padrtAvi Katz, certify, pursuant to :
U.S.C. § 1350, as adopted pursuant to § 906 db#nbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

/sl Avi Katz

Avi Katz

President, General Counsel &
Secretary

March 1, 2013




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Loral SpateCommunications Inc. (the “Company”) on Form KOfor the period endir
December 31, 2012 as filed with the SecuritiesBxchange Commission on the date hereof (the “R8pdriHarvey B. Rein, certify, pursue
to 18 U.S.C. § 1350, as adopted pursuant to § 8fedarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

/s/ Harvey B. Rein

Harvey B. Rein

Senior Vice President and Chief
Financial Officer

March 1, 2013




