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PART |
ITEM 1. BUSINESS
THE COMPANY

Loral Space & Communications Ltd. ("Loral SpaceCamthe "Company") manages and is the largestyquither of both Globalstar, L.P.
("Globalstar") and Space Systems/Loral, Inc. ("SB(together the "Operating Affiliates"). The Conmgawill also act as a Globalstar service
provider in Canada, Brazil and Mexico, and is eatihg additional satellite-based service opportesitLoral SpaceCom was formed to
effectuate the distribution of Loral Corporatiofilsoral") space and telecommunications businesthes"Distribution”) to shareholders of
Loral and holders of options to purchase Loral camrstock pursuant to a merger agreement (the "M§rdated January 7, 1996 between
Loral and Lockheed Martin Corporation ("Lockheedri#).

Globalstar and SS/L have established strateganais with world-class telecommunications servioigers and equipment manufacturers
and with leading aerospace companies. In additirenCompany has established a relationship wittkheed Martin through which the
Company and its Operating Affiliates will have e@ntrights to use intellectual property and actesgsearch and development, technical
consulting and support services.

The Company, in partnership with established irgBomal telecommunications companies, as well eal lwvireless or telephone companies,
will act as a Globalstar service provider in sel/key territories, including Canada, Brazil and NMex The Company, together with
QUALCOMM Incorporated ("Qualcomm"), also has thelesive right to provide in-flight phone servicdng Globalstar in the United
States.

The Company also intends to pursue additionallgatélased communications services opportunitieduding (i) CyberStar, a proposed
high-speed satellite-delivered communications systesigned to provide users with communicationgises such as desktop video-
conferencing, high-data rate computer networkind) @ata transmission; (i) domestic and internatialir@ct broadcast services; and (iii)
telecommunications satellites for voice telepharigeo teleconferencing, transmission to televisietworks and cable head-ends and remote
news and sports feeds.

The Distribution of approximately 183.6 million ska of Loral SpaceCom common stock was made orl 2pril996 (the "Distribution
Date"). In connection with the Distribution, LocldteMartin contributed $612 million in cash to then@pany. Of the amount contributed,
$344 million represented the purchase of a 20%-iluted equity interest in the Company in thenfioof Loral SpaceCom Series A
Convertible Preferred Stock. Such stock is sulifecertain voting limitations, restrictions on tsf@r and standstill provisions. The Company
has invested its $612 million in marketable se@sgipending investment in the Company's sateliscbmmunications programs and
opportunities. The Company also holds $102.5 nmlficincipal amount of Globalstar Telecommunicatibimited's ("GTL") 6 1/2%
Convertible Preferred Equivalent Obligations andiaority non-controlling equity investment in K&mRdustries, Inc. ("K&F").

GLOBALSTAR

Globalstar is building and preparing to launch apdrate a worldwide, low-earth orbit ("LEQ") sateHbased digital telecommunications
system (the "Globalstar(TM) System"). The GlobalSgstem is designed to enable local service paysitb offer low-cost, high quality
wireless voice telephony and data services in aiifievery populated area of the world. The GlotaalSystem's worldwide coverage is
designed to enable its service providers to exteadern telecommunications services to people wi@notly lack basic telephone service
and to enhance wireless telecommunications in anedsrserved or not served by existing or fututkilee systems, providing a
telecommunications solution in parts of the worldene the build-out of terrestrial systems cannaddmomically justified.

The Company owns, directly and indirectly, 33.7%ddbalstar's outstanding equity and has overatilagament responsibility for the desi
construction, deployment and operation of the GkibaSystem. A



portion of the Company's interest in Globalstarafd through GTL, a Bermuda company traded on thedslq National Market.

Globalstar users will make and receive calls thhoagariety of Globalstar phones, including hantitiaed vehicle-mounted units similar to
today's cellular telephones, fixed telephones sing@lther to phone booths or ordinary wirelinepblenes, and data terminals and facsimile
machines (collectively, the "Globalstar Phones'jaBmode Globalstar Phones will provide accesth the Globalstar System and the
subscriber's land-based cellular service. Each &dtdr Phone will communicate through one or matelltes to a local Globalstar service
provider's interconnection point (known as a gatgwehich will, in turn, connect into existing tel@mmunications networks.

Globalstar is on schedule to begin launching stgelin the second half of 1997, to commence coroialeoperations in the second half of
1998 (the "In-Service Date") and to have its falhstellation of 48 satellites, plus eight in-ordpiare satellites, launched by the end of 1998
(the "Full Constellation Date"). Significant regtdey and licensing milestones have been achieveth&Globalstar System, including
allocation of required frequencies by the Fede@mh@unications Commission ("FCC") and the 1995 W&#liocommunication Conferen
("WRC '95"). To date, Globalstar has raised or ikt commitments for approximately $1.4 billioneguity, debt and vendor financing,
representing over 75% of the total external finag@xpected to be required to complete the systehi@machieve worldwide operations.
Globalstar intends to raise the balance of itsragidinancing needs in the capital markets and aisg seek financing support from its
strategic partners.

Full satellite critical design review has been sssfully completed, manufacturing of long-lead-ticoenponents of the Globalstar satellites
has commenced, engineering models are under cotistriand the non-recurring design phase of thallgatcontract is close to completion.
Definitive agreements have been reached with tlargsch providers for the launch of the full Glolhaissatellite constellation. These
agreements provide for a variety of launch optigngng Globalstar considerable launch flexibility.

Internationally, Globalstar's partners have beekisg alliances in their assigned territories veignvice providers and have entered into such
agreements in certain territories. Globalstar belehese relationships with in-country servicevgiers may facilitate the granting of local
regulatory approval for operation of the GlobalSgstem and provide local marketing and technigpédise.

The Globalstar System has been designed to adtiessibstantial and growing demand for telecomnaditios services worldwide,
particularly in developing countries. More thanilidn people today live without residential telepte service, many of them in rural areas
where the cost of installing wireline service islbitively high. Moreover, even where telephonidstructure is available in developing
countries, outdated equipment often leads to wabigilocal service and limited international accés® number of worldwide fixed phone
lines has increased from 473 million to 647 millgince 1988 and is projected to increase to otierbiby 2002. Nonetheless, since 1988,
waiting lists for fixed service have increased fraémillion to 46 million, resulting in an averagriting time before installation of
approximately one and a half years. Similarly,d¢bBular market has grown from 4 million worldwidabscribers in 1988 to an estimated 87
million in 1995 and is projected to increase to &8#lion by 2001. At that time, it is projected thanly 40% of the world's population will Ii
in areas with cellular coverage. The remaining @3%he world population will have access to wirsléslephone service principally through
satellite-based systems like the Globalstar Sys@&obalstar's business plan requires penetratiamigfa small fraction of these potential
markets to achieve its objectives.

The Globalstar System has been designed with atttsbivhich the Company believes compare favorabbthier proposed global mobile
satellite service systems including: (i) Globalstanique combination of code division multiple @gs ("CDMA") technology and path
diversity through multiple satellite coverage wébluce call interruptions and signal blockage fiamatructions and will use satellite power
more efficiently; (ii) a proven space segment desigthout complex intersatellite links or doward call processing and a ground segment
flexible, low-cost gateways and competitively pdd@lobalstar Phones; (iii) lower average wholegaiees than other proposed mobile
satellite service ("MSS") systems; and (iv) gatesvangtalled in most major countries, minimizing tdarges (i.e. amounts charged by
carriers other than the



Globalstar service provider for connecting a Glstaal call through its network), resulting in lowst®for domestic and regional calls, which
will account for the vast majority of Globalstaaisticipated usage.

Globalstar is a development stage company anddaperating history. It has incurred net lossemfioception and expects such losses to
continue until commercial service operations has@menced. Globalstar will require expendituresigiiicant funds for development,
construction, testing and deployment before comiakzation. Globalstar does not expect to commesprations before 1998 or to achieve
positive cash flow before 1999. There can be narasse that Globalstar will achieve its objectibbgghe target dates.

In March and April, 1996, GTL sold a total of $3000,000 of its 6 1/2% Convertible Preferred EqémalObligations due 2006 in a Rule
144A offering, of which the Company purchased $30,000 principal amount. These securities are edifole into GTL common stock at
any time after 60 days from the date of originauance and prior to maturity at $65.00 per shaTé. Gilized the proceeds of this offering to
purchase Redeemable Preferred Partnership IntémeStebalstar, the terms of which are generaliyiksir to those of the securities issued in
the offering, and Globalstar will use such procefedshe design, construction and deployment ofGhebalstar System. On June 21, 1996,
GTL filed a registration statement on Form S-3dpister its 6 1/2% Convertible Preferred Equival@htigations and the shares of GTL
common stock issuable upon the conversion thereof.

THE GLOBALSTAR SYSTEM

The Globalstar System is comprised of the Spacen8ey consisting of 48 satellites and eight in-ospare satellites, and the Ground
Segment consisting of two Satellite Operations @di@enters ("SOCCs") and two Ground Operationst@benters ("GOCCs"),
Globalstar gateways in each region served, andlmahd fixed Globalstar Phones. Globalstar will camtl operate the satellite constellation,
the SOCCs and the GOCCs, as well as one gatewayetmaining elements of the system will be owne&lmbalstar's service providers and
their subscribers. The descriptions of the GlobalSystem are based upon current design and gecstdbmodification in light of future
technical and regulatory developments.

Globalstar's most important service will be voiekephony service, which Globalstar expects to dfiesugh telephone booth-like

installations and other fixed telephones locatearéas without any landline or cellular telephooeerage, and through hand-held and
vehicle-mounted units, similar to existing cellulatephones. Globalstar is also expected to offiging, facsimile and messaging services and
position location capabilities, which may be intggd with its voice services or marketed separadsiyvell as environmental and asset
monitoring from remote locations and other formslafa transmission.

VOICE SERVICES

The majority of the world's population does notdagady access to any of the basic telephone serthat are available to most residents of
developed nations. Public installations of one orenGlobalstar Phones, configured as telephonenbppbwered by local generators or solar
panels and connected to a directional antenna aatnined satellites overhead, would be importardusses for remote villages currently
lacking basic telephone service. Government ofici@mong other individuals, as well as commereigérprises in remote areas such as
mining and logging operations, are expected tazetiixed Globalstar Phones which will operate lizadline telephones, but will be
connected to a directional Globalstar antenna.diioral antennae also provide for more efficierd abthe system's capacity.

In certain regions, land-based cellular systemsictibe justified economically because of their gafion density or geographic
characteristics. As a satellite-based system wgHdwide coverage, Globalstar can efficiently offeth hand-held and vehicle-mounted
mobile service in these areas through its singleemoobile Globalstar Phones. These units are exgéatbe similar in size, function and

cost to today's full-featured cellular telephorigslike any cellular telephone in existence todaywéver, these units are designed to have the
ability to operate (both for making and receiviral€) in virtually every inhabited area of the wbvhere Globalstar service is authorized.

3



The Globalstar mobile telephone will be equippethwin omnidirectional antenna, similar to a celltddephone antenna. Each mobile
telephone is designed to communicate with all begelin view and will have the built-in signal pessing intelligence to constantly seek out
and select the strongest signal transmitted froertmad, combining the signals received to ensusémean service quality. Further,
Globalstar Phones will automatically vary their gowutput as necessary to maintain call quality @rthectivity.

Current cellular system subscribers who need almtddephone that also works when they travel éaamwithout compatible cellular
coverage (or that have no cellular coverage atdllbe offered Globalstar service through dualeadandsets and vehicle-mounted units. A
dual-mode telephone will also permit the user weas Globalstar service when cellular access ipdaeamily blocked by interference, terrain
or over-capacity. Like Globalstar's single-mode iteotelephones, dual-mode telephones are designedable the user to make and receive
calls through a unique access number anywhereeiwtild where service is authorized.

Dual-mode Globalstar Phones can be programmedebgetvice provider to automatically utilize the st land-based cellular service
whenever it is available and to otherwise prockestll through Globalstar; they can also be prognad for manual selection between
Globalstar and the land-based cellular system. haale Globalstar Phones are being developed fantst widely-based conventional
cellular modulation. The dual-mode pairs are exgetd include: Globalstar/CDMA, Globalstar/Advandddbile Phone Systems (AMPS)
and Globalstar/Global System for Mobile Communimasi (GSM).

Based on terrestrial simulations of the GlobalSigstem, Globalstar expects that its digital voeevises will have a clarity and quality better
than those of analog land-based cellular systememly in use. Moreover, the system has been dedigp minimize call interruptions
("dropped calls") resulting from movements on thet jpf the user or the satellites. Nonethelesstaghkess such as buildings, trees or
mountainous terrain may degrade service qualitthexg would in the case of terrestrial cellularteyss, and service may not be available in
the core of high-rise buildings. Globalstar is ectpd to offer the full range of voice services pded by modern land-based telephone
networks, including options such as call forwardicgnferencing, call waiting, call transfer andeese charging (collect calls). Globalstar's
voice services will be digital in nature and therefdifficult for unauthorized listeners to intept@nd decode and as a result will be more
secure than those offered by analog systems suekistig cellular telephones.

By planning for volume production and utilizing corarcially available off-the-shelf components wheossible, Globalstar expects that its
Globalstar Phones will be priced comparably toentrstate-of-the-art digital cellular telephonesaf@omm has agreed to design and
manufacture a number of versions of Globalstar BRol has recently granted a license to OrbitebiidoCommunications Ltd., an affiliate
L.M. Ericsson, to manufacture Globalstar Phonestaslalso agreed to license at commercially reddemayalty rates at least two other
qualified Globalstar Phone manufacturers.

OTHER SERVICES

Messaging and Paging Services. In addition to stimgpvoice services, the Globalstar System is alqmected to function as a worldwide
paging and alphanumeric messaging service. Hardldnelehicle-mounted Globalstar Phones are cugrdrging designed with a built-in
paging and messaging feature that allows the oserckeive a page or a short alphanumeric messaiige tvl unit is in a very-low-power
"quiet listening only" mode. Separate Globalstassaging and paging units may also be developeddiyalatar or by third party vendors.
The Globalstar System can readily support thesetifums without taxing system resources since, agpesed with voice services, messages
and pages have a relatively low data content ambtioequire instantaneous, two-way transmission.

Remote Monitoring. Globalstar data terminals inéégd with automatic sensing equipment of varionsl&ican provide a continuous stream
of valuable information concerning natural eventshsas weather conditions, seismic shifts and fdires, as well as the condition of remote
assets, such as oil and gas pipelines and eleilitg transmission lines.
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Facsimile and Other Data Services. The Globalstate® is expected to support fax traffic, as weltransmissions of digital computer data.

Position Location. Frequent, accurate readingssitipn location for large numbers of vehiclesrigical information for the efficient
management of fleets of trucks and railcars. Qumatots OmniTRACS system, which relays position lamainformation to a central location
and offers messaging capabilities, will be offet@lobalstar service providers to address thisinee

GLOBALSTAR SYSTEM CAPACITY

The estimated capacity of the Globalstar Systeamiipated to be in the range of approximately 8@on to 1 billion call minutes per
month assuming equal fixed and mobile usage. How@&lebalstar's total effective system capacity dépend on a number of variables.
number of call minutes per month the system capatvill depend primarily on (i) the total bandwhdavailable to CDMA MSS systems,
(i) the number of systems sharing that bandwiif),the total number of subscribers, (iv) the ¢ypf Globalstar Phones (fixed or mobile)
they use and (v) the level of average system avilifiarequired. Capacity will also depend uponuanber of other variables, including (i) the
peak hour system utilization pattern, (ii) averagk length and (iii) the distribution of Globalst@hones in use over the surface of the Earth.

COMPETITION

Competition in the telecommunications industryniense, fueled by rapid and continuous technolbgideances and alliances between
industry participants seeking to implement sucheades on an international scale. Although no ptgsamicipant is currently providing the
same global personal telecommunications servite forovided by Globalstar, it is anticipated thag or more additional competing MSS
systems will be launched and that the successitmiated success, of Globalstar and its directetitors could attract other entrants.
Although not anticipated, if any of Globalstar'srgmetitors succeed in marketing and deploying tegstems substantially earlier than
Globalstar, Globalstar's ability to compete in arsarved by such competitors may be adverselytatfec

Globalstar's most direct competitors are: the téh@ioFCC-licensed MSS applicants, Motorola, IngNotorola™) Iridium system and TRW,
Inc.'s ("TRW") Odyssey system; ancCl® Global Communication's ICO system. ICO was moa@plicant or a licensee before the FCC, a
seeking to operate in a different frequency bartdamailable for use by MSS systems. A number oéo#atellite-based telecommunications
systems have been proposed using geosynchronaligestBecause some of these proposed systeroly@kelatively simple ground cont
requirements and are expected to deploy no morettha satellites, they may succeed in deployingrmadketing their systems before
Globalstar. In addition, coordination of standaadsong regional geostationary systems could enhbketsystems to provide worldwide
service to their subscriber base, thereby incrgabia competition to Globalstar.

It is expected that as land-based telecommunicaervice expands to regions currently not seryedifeline or cellular services, demand
for Globalstar service in those regions may be cedulf such systems are constructed at a mord raf@ than that anticipated by Globalstar,
the demand for Globalstar service may be reduceates higher than those assumed by Globalstaha&@ar may also face competition in
the future from companies using new technologiesraaw satellite systems. New technology could re@lebalstar obsolete or less
competitive by satisfying consumer demand in alitwe ways, or through the introduction of inconilpiattelecommunications standards. A
number of these new technologies, even if theynatelltimately successful, could have an adverieredn Globalstar as a result of their
initial marketing efforts.

REGULATION

United States FCC Regulation. On January 31, 119@5-CC authorized the construction, launch andatiz® of the Globalstar System and
assigned bands of the radio frequency spectrurthéouser links (the "FCC License"). This licenselsrently held by L/Q Licensee, Inc.
("L/Q Licensee"), a subsidiary of the Company whiets agreed to use the FCC License exclusivelthiobenefit of Globalstar. The FCC is
the



United States agency with jurisdiction over comranases of the radio spectrum. All commercial Ms§Stems such as Globalstar must
obtain an authorization from the FCC to construnct Eunch their satellites and to operate the lgateto provide MSS services in assigned
spectrum segments in the United States. The FCCatsayadopt from time to time rules applicable t8$4systems, which may impose
constraints on the operation of Globalstar sagsllisubscriber terminals and/or gateway earttostati

The Globalstar System requires regulatory authtiomdor two pairs of frequencies: user links (frolhe user to the satellites, and vice versa)
and feeder links (from the gateways to the satslliand vice versa). The FCC License grants atyttorconstruct, launch and operate the
Globalstar System with user links in the 1 and 2z®ldnds, consistent with the United States bandfplaMSS Above 1 GHz Systems. At
the time it granted the FCC License in Januaryd®5] the FCC deferred action on feeder link assartsuntil after the WRC '95 (which, in
October of that year, allocated such frequenciesnationally), but granted authority to constrile system at Globalstar's own risk using
feeder link bands originally requested. L/Q Licembas applied to the FCC for feeder links in tlieH and 7 GHz bands, consistent with the
international allocation for non-geostationery M@&der links adopted at WRC '95, and has filedqaest for an appropriate modification of
its interim construction authority.

The authorization granted by the FCC to LQP fork@lsetar requires that construction, launch andatjmer of the system must be
accomplished in accordance with the technical §pations set forth in the Globalstar FCC applicatias amended, and consistent with the
FCC's rules unless specifically waived. During phecess of constructing the Globalstar Systemegtheay be certain modifications to the
design set forth in the application on file witle tiCC which may require filing an application todifp the authorization, such as the
application for feeder link assignments. Therelsamo assurance that the FCC will grant these stg@e do so in a timely manner. Denia
such requests or delay in grant of such requesiisl ealversely affect the performance of the GldbalSystem or result in schedule delays or
cost increases. In addition, use and operationl@b&star's feeder and user links are subject 6 F&gulations regarding interference
protection and coordination with other systems Whitay have an adverse effect on the usefulesscoffsequencies.

LQP's MSS application was one of six considereccamently by the FCC. On January 31, 1995, Motoasld TRW also were granted FCC
licenses for MSS above 1 GHz systems. The appiicaitdf three other applicants were deferred argkethi@ee applicants were given until
January 1996 to establish that they are financliglified to receive an MSS license. In Januar96l@t the request of two of the deferred
applicants, the FCC granted an extension of thdloleafor demonstrating financial qualification.

The FCC License only authorizes the constructiannth and operation of the Globalstar System'digatonstellation. Separate
authorizations must be obtained from the FCC farapion of gateways and Globalstar Phones in thitedi$tates. Globalstar's authorized
service provider, AirTouch Communications ("AirTduly, Globalstar's service provider in the Unitedt8$, will apply for the required
regulatory authorizations for gateways and GlobalBhones, and the manufacturer will apply for popgint authorization for Globalstar
Phones. Failure to obtain, or delay in obtaininghslicenses would adversely affect the impleméatf the Globalstar System. Similar
procedures are expected to apply internationally.

Globalstar proposes to operate on an internatioasis, but the FCC License only authorizes corstmu@nd launch of the system for
operation in the United States. Even though thé&kiar System is licensed to operate in the UrStedes by the FCC, in order to provide
MSS service in other countries, Globalstar orétvige providers must obtain the required regujaguthorizations in those countries. There
can be no assurance that the required regulatdinp@zations will be obtained in any other countrywhich Globalstar proposes to operate
that they will be obtained in a timely manner, lwattt if granted, they will authorize MSS servicetba same terms as the U.S. license. Failure
or delay in obtaining licenses for the Globalstgst&8m in other countries or grant of licenses distantially different terms and conditions
would have an adverse effect on Globalstar.

In May 1996, the FCC initiated a notice-acainment rulemaking to adopt rules governing procesito authorize service in the United St
by satellite systems licensed by foreign countiiies foreign satellite



system were authorized to operate in the UniteteStan frequencies assigned to Globalstar, additicoordination obligations may be
required.

In its order (the "Order") adopting rules and pielicfor MSS above 1 GHz, the FCC stated that an Mt&fe 1 GHz license would impose
implementation milestones on licensed system&eiée milestones are not met, the FCC has statethéhicense would be deemed null and
void. Globalstar's current estimated implementasicmedule falls within the milestones adopted lgyREC. Moreover, the milestone schel
will not become effective until Globalstar is gradtan unconditional authorization which includesasignment of feeder link frequencies.
Delays in construction, launch or commencing openatof the Globalstar System could result in losthe FCC License. The FCC License
will be effective for 10 years from the date on @ithe licensee certifies to the FCC that its ahisiatellite has been successfully placed into
orbit and that the operations of that satellitefoon to the terms and conditions of its MSS licend#ile a licensee may apply to replace its
MSS license to continue operations beyond theainlid-year license term, there can be no assuthatef applied for, such a replacement
license would be granted.

The rules and policies adopted for MSS above 1 Hlze Order have been challenged in a judiciakappnd were the subject of petitions
for reconsideration at the FCC. On February 156188 FCC released an order resolving petitionsefioonsideration of the Order. Three
petitions seeking further reconsideration or cleation of the Order have been filed. Judicial agpeegarding the FCC's decision on the
petitions for reconsideration may also be filedtHa event that the FCC were to be judicially reggiito reconsider its licensing procedures as
a result of the pending judicial appeal, or an appéthe orders on reconsideration, there islathat the FCC would reprocess the MSS
applicants and adopt a different licensing procedunder these circumstances, there can be ncaaseuthat the FCC would not use an
auction procedure to award licenses. If the FCGweuse an auction procedure, there can be noaasguthat Globalstar or its affiliates
would be willing or able to outbid other applicatdsobtain a license for the spectrum needed toabpehe Globalstar System. In addition,
even if Globalstar or its affiliates were succeksfobtaining an MSS license in the spectrum auntthe increased cost and expenses
incurred in bidding for the license would adversaffect Globalstar.

Applicable statutes and regulations permit a judiappeal of the grant of the FCC License in otdeseek reversal of the FCC's decision to
grant the license. Petitions for reconsideratioth am application for review of the order grantihg FCC License were filed and have been
denied. A judicial appeal of the order resolvingdh petitions and application is possible. Thenebgano assurance that such appeals will not
be filed, or, if filed, that such appeals will i granted. Furthermore, there can be no assutlaaicé such appeals are filed, the court will
take timely action. If such an appeal were succéstfere can be no assurance that on remand tBewe@Ild not decide to deny the
application for the Globalstar System, or that emand the FCC would take action on the applicatiantimely manner.

UNITED STATES INTERNATIONAL TRAFFIC IN ARMS REGULAT IONS

The United States International Traffic in Arms REkgions under the United States Arms Export Cdtod authorize the President of the
United States to control the export and importrtitkes and services that can be used in the ptaduof arms. Among other things, these
regulations limit the ability to export certainiakes and related technical data to certain natidhe scope of these regulations is very broad
and extends to certain spacecraft, including aesatellites. Certain information involved in therfprmance of Globalstar's operations will
fall within the scope of these regulations. As sute Globalstar may have to restrict access tbittiarmation.

EXPORT REGULATION

From time to time, Globalstar requires import lises and general destination export licenses taiveeaad deliver components of the
Globalstar System.

The United States Department of Commerce has intp@sgtrictions on certain transfer of technologygluding rocket technology, to China
and certain republics of the former Soviet Unioec8use Globalstar's launch strategy contemplabeg Ghinese and Ukrainian launch
providers with launch sites located in China



and Kazakhstan, special export licenses are regjtorbe obtained by SS/L in connection with thesmthes.

While Globalstar and SS/L have received informalftmations from various governmental officials tladl necessary permits should be
forthcoming, and Globalstar has no reason to belsich permits will not be obtained, there candassurance that such export licenses will
be granted, or, once granted, that the United Stailenot impose additional restrictions or tragsnctions against China or republics of the
former Soviet Union in the future that would adwdysaffect the planned launches of the Globalsitlte constellation.

The Export Administration Act and the regulatiohereunder control the export and re-export of Wh@¢ates-origin technology and
commodities capable of both civilian and militappéications (so-called "dual use" items). Theseulaipns may prohibit or limit export and
re-export of certain telecommunications equipmeit i@lated technology which are not affected byltivernational Traffic in Arms
Regulations by requiring a license from the Departtof Commerce before controlled items may be #rdoor re-exported to certain
destinations. Although these regulations shouldaffect Globalstar's ability to deploy the satellionstellation, the export or re-export of
Globalstar Phones, as well as gateways and retaieigment and technical data, may be subject &ethegulations, if such equipment is
manufactured in the United States and then expaorted-exported. These regulations may also affecexport, from one country outside the
United States to another, of United States-origahnical data or the direct products of such tecimlata. As a result, Globalstar may not be
able to ensure the unrestricted availability ofrsaquipment or technical data to certain custoraedssuppliers. The Company does not
believe that these regulations will have a matexiderse effect on Globalstar's operations.

INTERNATIONAL COORDINATION

The Globalstar System proposes to operate in frezieig which were allocated on an internationaldfsi MSS user links at World
Administrative Radio Conference '92 and for MSSifdinks at WRC '95. Globalstar is required toageyin international coordination
procedures with other proposed MSS systems undaadyis of the International Telecommunicationsodrfthe "ITU").

Because Globalstar's proposed feeder link bandslla@ated on an international basis for low-earthit ("LEO") MSS feeder links, foreign
LEO MSS systems may also seek to use these banikSte feeder links. ICO has filed with the ITU jigns to use the same feeder link
spectrum as Globalstar. Globalstar will be requiredoordinate the use of its feeder links with |&@l any other foreign system which has
similar plans. Both a Russian and a Brazilian l@astfe orbit MSS system have filed with the ITU thietention to use the same feeder link
spectrum as Globalstar. There can be no assuraatsuch coordination will not adversely affect tise of these bands by Globalstar.

Pursuant to the Intelsat and Inmarsat treatiestriational satellite operators are required to destmate that they will not cause economic or
technical harm to Inmarsat or Intelsat and to cimaté with Intelsat and Inmarsat under obligatimngosed on United States satellite systems
by international treaties. Globalstar will engageedchnical coordination of its feeder downlinkghalintelsat, which uses the same frequency
band for an uplink. Globalstar believes that theppsed provision of competitive MSS service by 1@0Owhich Inmarsat is a significant
investor, may effectively eliminate the requirementdemonstrate lack of economic harm. Globalstpeets such coordination to be
successful.

EUROPEAN UNION

European Union competition law proscribes agreestwatt have the effect of appreciably restrictingistorting competition in the Europe
Union. Globalstar has received an inquiry from @mmmission of the European Union requesting infdionaregarding its activities. A
violation of European Union competition law coultbgect Globalstar to fines or enforcement actidrad tould result in expenses to
Globalstar, delay the commencement of Globalstaticein western Europe, and/or depending on theimistances, adversely affect
Globalstar's contractual rights vis-a-vis its Ew@ap strategic partners. In addition, the Commiskasproposed legislation at the European
Union level which, if adopted, would give the Corsgion broad regulatory authority over "satelliteS?Gystems such as Globalstar. The
Commission's



investigation and proposed legislation are in thedliminary stages, and the Company is unableddipt what effect, if any, the results of
such investigation or proposed legislation may havé&lobalstar's operations.

REGULATION OF SERVICE PROVIDERS

In order to operate gateway earth stations, inolytle user uplink frequency, the Globalstar serpiovider in each country will be required
to obtain a license from that country's telecomroatidons authority. In addition, the Globalstar sex\provider will need to enter into
appropriate interconnection and financial settlenagmeements with local and interexchange teleconications providers. Globalstar intel
to use in-country service providers to facilitate bbtaining of such licenses and agreements.

Although many countries have moved to privatizeghwvision of telecommunications service and tarpecompetition in the provision of
such service, some countries continue to requateath telecommunications service be provided lgpeernment-owned entity. While service
providers have been selected, in part, based uq@ingerceived qualifications to obtain the redeisbcal approvals, there can be no assut
that they will be successful in doing so. If a $s#vprovider does not obtain a license, Globalsidhave the right to substitute another
service provider to attempt to obtain such a lieehsit if no service provider in a territory is sassful in obtaining the requisite local
authorization, Globalstar service will not be aabik in such territory. In that event, dependingrugeographical and market considerations,
Globalstar may or may not have the ability to redithe system capacity that such territories wbakk otherwise used to serve territories in
which service is authorized.

SPACE SYSTEMS/LORAL, INC.

SS/L is a worldwide leader in the design, manufi@cand systems integration of telecommunicatioratiier and direct broadcast satellites.
The Company believes that SS/L's technical exgerddvanced manufacturing and testing facilitielangterm customer relationships he
enabled SS/L to compete effectively in the comna¢ispace systems marketplace. The Company hag % 3#neficial equity interest in
SSI/L, and receives a management fee from SS/Lngrigpm 0.5% to 1% of revenue, as defined. Seen'lt8 -- Certain Relationships and
Related Transactions."

SPACE SYSTEMS ALLIANCE

In 1991, SS/L entered into a strategic alliancdwliree major European space systems manufactdensspatiale Societe Nationale
Industrielle ("Aerospatiale™), Alcatel Espace (“Atel") and Finmeccanica S.p.A. ("Finmeccanica"§ (thlliance Partners”). In 1992,
Daimler-Benz Aerospace AG ("DASA") joined the Alliee Partners. The Alliance Partners hold an agtgerfat9% of the common stock of
SS/L. With certain exceptions, SS/L and the AllieuRartners have agreed generally to bid and opasadeam on satellite programs
worldwide, to coordinate research and developmetitifies and to share technological resourceslL 88lieves that this strategic alliance
enhances its technological and manufacturing cépebiand marketing resources, and affords it sete international government and
commercial customers more effectively than its U&ed competitors.

PROGRAMS
Some of SS/L's current programs include:
Telecommunications

Telstar. This new generation telecommunicationsligatto be built for AT&T will provide service tthe United States, the Caribbean,
Mexico and Southern Canada.

Apstar-1IR. SS/L is building a telecommunicatioasedlite for a consortium comprised of Chineseestattned companies and commercial
firms based in Taiwan, Thailand, Macau and Singapthrat will provide regional and internationake@mmunications services to the Asia-
Pacific region. Once operational, the Apstar-IIH wiovide regional voice, video and data services.
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Mabuhay. SS/L is currently under contract with k@buhay Philippines Satellite Corp. to build thebvhay satellite, a telecommunications
satellite that will provide commercial telephonegpddcasting and data services in the Philippinestta@ South China region.

PAS-7 and PAS-8. SS/L has entered into an agreemmPanAmSat for the PAS-7 and PAS-8 spacecrhithvwill be used for various
applications as part of PanAmSat's basic congtailat

Direct Broadcast Satellites (DBS)

SS/L is currently building DBS satellites for MCEMWs Corp. and Tempo Satellite, Inc. to serve ti& tharkets and for PanAmSat to serve
the Central and South American markets.

Globalstar
SS/L is the prime contractor for the design and ufecture of Globalstar's 56-satellite low-earthibcbnstellation.
Weather and Environment

GOES Weather Satellites. SS/L is the prime cortreiar NOAA's next generation of advanced weatimet environmental GOES satellites.
These satellites will provide 24-hour monitoringlaneasurement of dynamic weather events in real. firhe first satellite in the five-
member series, GOES-8, was launched in April 19@#the second, GOES-9 in May 1995.

MTSAT. In February 1995, Japan's Ministry of Tramd@warded a contract for the Multifunctional Tsport Satellite (MTSAT) to SS/L.
This advanced geostationary satellite will provéadiancement of communication and position inforomatd Japan's air traffic capability.
MTSAT will also provide weather observation and ewgblogical data transmission for the region. Idigon to its advanced imaging
capability, MTSAT is a complete data collection atissemination system. MTSAT will broadcast proedsdata and imagery to users
through the Asia-Pacific region, including airporgather forecasting agencies and ships at sea.

International Space Station Alpha

SS/L has contracted with the Rocketdyne DivisioRRo€kwell International to develop flight equipméot International Space Station
Alpha's on-board electrical power systems. The qaogncludes the design, development and productionickel-hydrogen batteries, power
control and power conditioning electronics equiptnand consolidated procurement of electronic ffartthe entire power system.

Payload Subcontracts

SS/L has leveraged its alliance relationship widrgspatiale to enter the payload business in stippérerospatiale’s prime contracts from
the Eutelsat, Thaicom and Sirius programs.

SS/L has been a subcontrator to NASA, supportingduMars and deep space programs. Teamed witlspatiale, SS/L provided the
payload and subsystems for the Arab Satellite Qzgéion ("Arabsat") regional communications aneéwdion broadcast system. SS/L also
provides components as a subcontractor to otheespstems manufacturers for defense and otheicapphs.

CUSTOMERS

Sales to the U.S. government represented 10%, 2802306 of revenues from contracts for the yeargeémdarch 31, 1996, 1995 and 1994,
respectively. Sales to foreign customers, primariljsia, represented 27%, 15% and 31% of revefroes contracts for the years ended
March 31, 1996, 1995 and 1994, respectively. In61880 commercial customers represented 30% anddf3#venues from contracts. In
1995, four commercial customers represented 23%, 28% and 13% of revenues from contracts. Two ceraial customers represented
35% and 29% of revenues from contracts in 1994.
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COMPETITION

Competition in the commercial satellite industryniense. Among SS/L's significant competitorstdoghes Electronics Corporation
("Hughes"), Lockheed Martin, Matra Marconi and TRWany of which have significantly greater financiaknufacturing, marketing and
technical resources than those of SS/L. To thenéxiese companies offer products and servicesatieainore sophisticated, cost-effective,
efficient or reliable than those now offered ob®offered by SS/L, they could have a material esbseffect on SS/L. Further, SS/L's
telecommunications satellites face competition fidtarnative technologies, including fiber optiedle technology, which could reduce
demand for the services of SS/L's customers arglftnSS/L's telecommunications products.

SATELLITE CONTRACTS

SS/L's major contracts fall into two categoriesnfifixed-price contracts and cost-plus-award-festigats. Under firm fixed-price contracts,
work performed and products shipped are paid farfated price without adjustment for actual castsirred in connection with the contract.
Risk of loss due to increased cost, thereforepiadby SS/L. Under fixed-price contracts requinwvgrk with lead times in excess of six
months prior to delivery, SS/L may receive progigsgments, generally in an amount equal to betv@®éa and 95% of monthly costs, or it
may receive milestone payments upon the occurrehcertain program achievements. Under a cost-glugrd-fee contract, the contractor
recovers its actual costs incurred and receiveg adnsisting of a base amount that is fixed airtbeption of the contract (the base amount
may be zero) and an award amount that is baseukeotustomer's subjective evaluation of the cordracperformance in terms of the criteria
stated in the contract.

Many of SS/L's contracts and subcontracts providé duch contracts and subcontracts may be teradirztwill by the customer or the prime
contractor, respectively. In the event of a tertiamaat will, SS/L is normally entitled to recogeithe purchase price for delivered items,
reimbursement for allowable costs for work in psxcand an allowance for profit thereon or adjustrf@rioss if completion of performance
would have resulted in a loss. While SS/L has nmpedenced material contract terminations in thet,p@o0 assurance can be given that such
terminations will not occur in the future.

REGULATION

SS/L's business activities are regulated by vardmencies and departments of the U.S. governmeetiaflon of commercial communicatic
satellites requires licenses from the FCC and &atly requires the approval of international retpa authorities as well. Private land rerr
sensing satellites require a license from the Diepant of Commerce. Exports of space-related prajsetrvices and technical information
frequently require licenses from the Departmertate or the Department of Commerce. There is sorasce that SS/L will be able to
obtain necessary licenses or regulatory approVaiks.inability of SS/L to secure any necessary kesmor approvals could have a material
adverse effect on its business. In addition, ceméihe products or components produced or usesiSdly may become subject to limitations
on production or deployment as a result of inteoma agreements or treaties to which the UnitedeStis, or may become, a party.

In addition, since the Alliance Partners are owaed controlled by foreign entities, two of whicle doreign governments, SS/L is subject to
compliance with certain regulations and to govemino®ersight to which it would not be subject & gtockholders were all U.S. citizens.
SS/L has established certain procedures to comipfywarious defense related regulations, to netjeeisks of foreign control, ownership
and influence, to ensure that it will be able tdntain the security clearances necessary for coatirwork on classified programs and to
protect classified information and export-contrdltechnical data. Specifically, SS/L and the AliarPartners have entered into a
memorandum of agreement with the DOD with respeseturity matters. Pursuant to such agreemenaijicgrotections have been
established to control the actions of SS/L andAffiance Partners, including, among others: (a)gies and practices by SS/L to safeguard
classified information and export-controlled tecfatidata; (b) exclusion of the Alliance Partnerd #reir agents and representatives from
access to classified information and export-cotgcotechnical data entrusted
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to SS/L, except as may be permitted by law; aneégtgblishment of a permanent Government Secudtyr@ittee, composed of seven
resident United States citizens who hold (or wiitain) personnel security clearances, which reviemgsmonitors the adequacy and
implementation of SS/L's security procedures taienthat it maintains policies, practices and pdoces adequate to safeguard the classified
information and export-controlled technical dat&rested to it.

The memorandum of agreement provides that the Govemt Security Committee will hold periodic meesrand report annually to the DIS
Cognizant Security Office as to the operation ofL.SSsecurity procedures. In addition, the Govemti&ecurity Committee is charged with
monitoring compliance with the International Traffh Arms Regulations and the Export Administratiegulations. The memorandum of
agreement also contemplates that SS/L and theng#i@artners will create, with the approval of Bepartment of Defense, formal
arrangements to ensure proper record keeping dy &%/ monitoring by the Government Security Comeeitivith regard to visits between
SS/L personnel and personnel of the Alliance Pestiveho are not directors, officers, employeesesident contractors of SS/L, at a cleared
facility or dealing with the disclosure of classifiinformation or export-controlled technical data.

The nominees of the Company on SS/L's Board ofdiirs have the sole responsibility for the sup@misimplementation and performance
of: (a) classified work by SS/L under all contraatel agreements with the U.S. government, (b) resgaograms by SS/L for the U.S.
government to the extent that any classified infation is utilized or produced therefrom, (c) resiolus of SS/L's Board of Directors under
the Defense Industrial Security Program to excluale-U.S. persons and the Alliance Partners and thpiesentatives from access to
classified data and export-controlled technicahdatthe custody of SS/L and (d) all other Unitedt&s national security policy matters and
matters affecting the safeguarding of classifiddrimation.

All of SS/L's major programs and proposed ventarescommercial rather than military or intelligemetated, so that classified work is not a
material part of SS/L's business.

RESEARCH AND DEVELOPMENT

SS/L's internallyfunded research and development expenditures wperexmately $11.2 million, $9.5 million and $6.7lion, respectively
for the fiscal years ended March 31, 1996, 1995188.

BACKLOG

As of March 31, 1996 and 1995, SS/L's funded baritas approximately $1.2 billion. Backlog consistsggregate contract values for firm
product orders, excluding the portion previouslgiiided in operating revenues on the basis of p&agerof completion accounting and pris
options not awarded. Approximately $902 milliontatal backlog as of March 31, 1996 is currentlyeztiied to be performed within the next
12 months.

EXPORT SALES

Export sales, principally to Asia, were $301 millj98 million and $186 million for the years endédrch 31, 1996, 1995 and 1994,
respectively.

RAW MATERIALS

SS/L generally obtains the raw materials requitgcdife in satellite construction, such as alumingiraphite, resins and epoxies, from
distributors of such materials and occasionallgatly from suppliers. SS/L is not dependent on @mg source for supply of such materials
and has not in the past, and does not expect ifuthee to have, difficulty in obtaining such masds.

K&F INDUSTRIES, INC.

K&F, through its wholly owned subsidiary, Aircrd8taking Systems Corporation, is one of the wolkekgling manufacturers of aircraft
wheels, brakes and anti-skid systems for commetreinkport, general
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aviation and military aircraft. K&F sells its prochs to virtually all major airframe manufacturerslanost commercial airlines and to the
United States and certain foreign governmentsdtitin, K&F through its wholly owned subsidiaryn@ineered Fabrics Corporation
("Engineered Fabrics"), is one of the leading waitte manufacturer of aircraft fuel tanks, supplyapproximately 90% of the worldwide
general aviation and commercial transport markdtrearly one-half of the domestic military markengineered Fabrics also manufactures
and sells iceguards and specialty coated fabries s storage, shipping, environmental and resgupdications for commercial and military
uses. Some of K&F's customers include Americanired, Delta Air Lines, Alitalia, Lufthansa, Swissailorthwest Airlines, United Airlines
and USAIr. Its products are also used in a numbaerilitary aircraft, including the F-14, F-16, F-B#d the C130. Backlog at March 31, 19
and 1995 amounted to approximately $150.5 milliod $151.4 million, respectively. Backlog consistdion orders for K&F's products
which have not been shipped. Approximately 84%otdltbacklog at March 31, 1996 is expected to ygpstd during the fiscal year ended
March 31, 1997, with the balance expected to bepstd over the subsequent two-year period.

PATENTS AND PROPRIETARY RIGHTS

In connection with the Globalstar System, Globalstand SS/L's design and development efforts kimlded five patents issued and 22
patents pending in the United States, as well agpatent issued and 91 patents pending interndliidoavarious aspects of communication
satellite system design and implementation of CDtdéhnology relating to the Globalstar System. Qumaln has obtained 42 issued patents
and 179 patents pending in the United States agédo Qualcomm's implementation of CDMA. The estpatents cover, among other
things, Globalstar's process of combining signed¢eived from multiple satellites to improve thensibreceived and minimize call fading.

SSI/L relies, in part, on patents, trade secretskand-how to develop and maintain its competitiesigon. It holds 119 patents in the U.S.
and 123 patents abroad and has applications fpa&hts pending in the U.S. and 122 patents peradirgad. SS/L holds patents relating to
communications, station keeping, power, controteays, antennae, filters and oscillators, phasg/saad thermal control as well as asser
and inspections technology. The SS/L patents tleat@arently in force expire between 1996 and 2015.

There can be no assurance that any of the pendiegtpapplications by Globalstar or SS/L will bguisd. Moreover, because the U.S. patent
application process is confidential, there candassurance that third parties, including compegtitd Globalstar and SS/L, do not have
patents pending that could result in issued patghish Globalstar or SS/L would infringe.

PERSONNEL

As of May 31, 1996, the Company had approximatélyuli-time employees, none of whom is subject to anyectite bargaining agreeme
The Company's management considers its relatiotiisitsiemployees to be good.

As of March 31, 1996, Globalstar had approximaid€lQ fulltime employees, none of whom is subject to anyectile bargaining agreeme
Globalstar's management considers its relatiorts itgitemployees to be good.

As of March 31, 1996, SS/L had approximately 2,40Btime employees none of whom is subject to aalfective bargaining agreement.
SS/L's management considers its relations witaritployees to be good.

CERTAIN FACTORS THAT MAY EFFECT FUTURE RESULTS

This annual report on Form 10-K contains forwarodkiog statements within the meaning of Section B7#he Securities Act of 1933, as
amended, and

Section 21E of the Securities Exchange Act of 1834amended. In addition, from time to time, thenBany or its representatives have made
or may make forward-looking statements, orallyrowriting. Such forward-looking statements may auded in, but are
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not limited to, various filings made by the Compavith the Securities and Exchange Commission, pedeases or oral statements made by
or with the approval of an authorized executiveoceif of the Company. Actual results could differterally from those projected or sugge:

in any forward-looking statements as a result wide variety of factors and conditions, includihgyt not limited to, the factors summarized
below. These factors and other factors and comditiave been described in the section of the Coptplrformation Statement, dated April
12, 1996, entitled, "Risk Factors" and other docotsmi¢he Company files from time to time with the@dties and Exchange Commission
including the Company's annual reports on Form 1@arterly reports on Form 10-Q and current repont Form 8, and the shareholder
specifically referred to these documents with rddarthe factors and conditions that may affearfeiresults.

COMPANY

Conflicts of Interest. Shareholders and partnetb@fOperating Affiliates, and shareholders of@wenpany are principal suppliers to,
subcontractors for, and customers of or servicgigens for the Operating Affiliates. In additionS& is the prime contractor for Globalstar's
satellite constellation and SS/L and its subcomdrachave provided vendor financing to Globalstaconnection therewith. As a result,
conflicts of interest may arise with respect totsaantracts and arrangements. The Globalstar pahipeagreement and the SS/L stockhol
agreement provide for certain procedures relatiritpe approval of agreements entered into by Gsvéabnd its partners, and by SS/L and its
stockholders.

Limited Control over Operating Affiliates. WhileealCompany manages the Operating Affiliates, theb@kiar partnership agreement and the
SS/L stockholders agreement limit the ability af thbompany to take certain actions without the aggdrof, in the case of Globalstar, at least
one Independent Representative (as defined) tG#meral Partners’ Committee (as defined) or, ictse of SS/L, at least two and in some
cases all, of the directors appointed by the Al@Partners. As a result, the Company may be umalsieuse the Operating Affiliates to take
actions which the Company might deem to be inéfst [interests.

Additional Financing Requirements. Although the @amy commenced operations with $612 million in ¢déisk financing requirements of
all of the various opportunities it is currentlynsidering, if funded solely by the Company, whembaed with the obligations that the
Company may incur to fund certain SS/L stockholgerts, may exceed such amount. The extent of sahdapital requirements cannot be
guantified at this time since many of these opputies are at an early stage of consideration.fifacial requirements to satisfy any SS/L
stockholder puts if validly exercised will depengba the fair market value of SS/L and the decisibsuch stockholders regarding the
exercise of their put rights. In order to fully fliall such projects and to provide for any suchtiogencies, the Company may need to issue
debt or equity securities or engage in other filraactivities, which may include offerings of defstequity securities by its Operating
Affiliates. Any such issuance of equity securitigsthe Operating Affiliates may result in a dilutiof the Company's equity interest to the
extent the Company does not participate thereierdban be no assurance that such financing walMiadable on favorable terms or on a
timely basis, if at all. A shortfall in meeting $ucapital needs would prevent completion of somallasf the projects currently being pursued
by the Company.

Future FCC Proceedings. The Company has severidaigns to construct and operate satellite systpanding before the FCC, including
its application for CyberStar. There can be no i@s®e that any of these licenses will be grantede&l competing FCC applicants have {
objections to the financial qualification of Loialthese proceedings, arguing that the currentaséé.oral were inadequate to satisfy the
FCC financial requirements with respect to all sy, including Globalstar, for which Loral had siithed applications. The Company, wh
succeeded Loral as the applicant under these afipls before the FCC, has current assets sutmbargiss than those of Loral. There car
no assurance that challenges to the Company'sciadagualifications may not adversely affect orajethe Company's ability to be granted
additional FCC licenses, thus limiting a portiortleé Company's future opportunities.

Certain Antitakeover Provisions. The Company'ssifeexi Board of Directors, voting provisions withspect to certain business combinations
and the Company's rights plan, may have the effiectaking more difficult or discouraging an acqtiai of the Company deemed
undesirable by the Board.
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Reliance on Key Personnel. The success of the Cayigohusiness will be partially dependent uponatbiéity of the Company to attract and
retain highly qualified technical and managememsgenel. Except for Mr. Bernard L. Schwartz, ther(any's Chairman and Chief
Executive Officer, none of the Company's officeas lan employment contract with the Company nor ttiee€ompany expect to maintain
"key man" insurance with respect to any such imtligls. The loss of any of these individuals andstitessequent effect on business
relationships could have a material adverse effadhe Company's business.

Rights of Shareholders under Bermuda Law. The Comsmincorporated under the laws of the IslandBe&imuda. Principles of law relating
to such matters as the validity of corporate praces| the fiduciary duties of the Company's managendirectors and controlling
shareholders, and the rights of its shareholdeesyaverned by Bermuda law and the Company's Memdora of Association and Bye-Laws.
Such principles of law may differ from those thatuhd apply if the Company were incorporated inrgsjliction in the United States. In
addition, there is uncertainty as to whether thetsoof Bermuda would enforce (i) judgments of @diStates courts obtained against the
Company or its officers and directors residenbirefgn countries predicated upon the civil lialilirovisions of the securities laws of the
United States or (ii) in original actions broughtBermuda, liabilities against the Company or spetsons predicated upon the securities laws
of the United States or any state.

Tax Considerations. Special U.S. tax rules apply.®. taxpayers who own stock in a "passive fora@igestment company"” (a "PFIC").
Although the Company believes that it will not bBRIC because it expects through Globalstar, S8dLother businesses to earn sufficient
active business income and to hold sufficient &ctiusiness assets to avoid PFIC status, thenasik that it may be a PFIC. In such an event,
a U.S. shareholder would be subject at his eleditirer to (i) a current tax on undistributed eagsior (ii) a tax deferral charge on certain
distributions and on gains from a sale of sharah@Common Stock (taxed as ordinary income).

Investment Company Act Considerations. The Comieatigves that it is not an investment company withe meaning of the Investment
Company Act of 1940, as amended (the "Investmemg2amy Act") and intends to conduct its businessuith a manner as to avoid becon
an investment company. Any determination that tben@any were an investment company would have arrabaglverse effect on the tax
status of the Company and its contractual relakipsswith its affiliates.

GLOBALSTAR

Development Stage Company; Expectation of Continweesges; Negative Cash Flow. Globalstar is a dgweént stage company and has no
operating history. It has incurred net losses fieception and expects such losses to continue cotilmercial service operations have
commenced. Globalstar will require expendituresighificant funds for development, constructiorstitegg and deployment before
commercialization. Globalstar does not expect tormence operations before 1998 or to achieve pesitigh flow before 1999. There can be
no assurance that Globalstar will achieve its dhjes by the targeted dates.

Additional Financing Requirements. Globalstar expéa require total capital of approximately $2itlidn for capital expenditures,
development and operating costs of the system g¢tra998. Globalstar has raised approximately $illidrbthrough March 31, 1996,
representing over 75% of the total external fineggiequirement. Globalstar believes that its curcapital base is sufficient to fund its
requirements into the first quarter of 1997. Adxtiil funds of $828 million to complete the Globats$ystem are expected to be obtained
from a combination of sources including over $40Dion from projected service provider paymentjpcted net service revenues from
initial operations and anticipated payments fromgshle of gateways and Globalstar Phones. Therbecan assurance that additional funds
required to complete the Globalstar System fronereel or internal sources will be available at faae terms or on a timely basis, if at all.
Globalstar is presently evaluating a plan to puseHang-lead-time component parts for possibleiusenstructing 6 to 12 additional
satellites. The current estimated additional costiese components is approximately $75 to $12idomidepending upon the quantity
purchased. The plan has two purposes: (i) to eralolealstar to have on-orbit at least 38 to 44lke during 1999, even in the event of
launch failures of up to two launches of 12 satslieach, and (ii) to provide ground spares thatiadvbe readily available to replenish the
satellite constellation in the event of satellitigiion during the first generation or if thereeaspportunities for increasing capacity. If
Globalstar were to experience a launch failure)ahg-lead-time
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components would be used to build replacementlgasehnd the cost associated with the constru@imhlaunch of such satellites would be
reimbursed through insurance.

Sources of Possible Delay and Increased Cost. Thayebe problems, delays, and expenses encouritg@tbbalstar, many of which may
be beyond Globalstar's control. These may inclbdeare not limited to, problems related to techhétevelopment of the system, testing,
regulatory compliance, manufacturing and assentbé/competitive and regulatory environment in whlbbalstar will operate, marketing
problems and costs and expenses that may excemhcastimates. Delay in the timely design, comsiton, deployment, commercial
operation and achievement of positive cash floshefGlobalstar System could result from a varidtyauses, including delays associated
with the regulatory process in various jurisdicipdelay in the integration of the Globalstar Sysieto the land-based network, changes in
the technical specifications of the Globalstar 8ystlue to regulatory developments or otherwise@ydegéncountered in the construction,
integration or testing of the Globalstar Systen@gbalstar vendors, delayed or unsuccessful lamateays in financing, insufficient or
ineffective service provider marketing efforts,vgy-than-anticipated consumer acceptance of Glayadervice and other events beyond
Globalstar's control. Substantial delays in anthefforegoing matters would delay Globalstar's emdmnent of profitable operations.

Worldwide Regulatory Approvals Required to Operdtae operations of the Globalstar System are atid@itinue to be subject to United
States and foreign regulation. In order to operathe United States and on an international b#tsisGlobalstar System must be authorize
provide MSS in each of the jurisdictions in whithservice providers intend to operate. Even thabgtGlobalstar System has been
authorized by the FCC to launch and operate fopthipose of providing MSS in the United Statestahmn be no assurance that the further
regulatory approvals required for worldwide operasi will be obtained, or that they will be obtained timely manner or in the form
necessary to implement Globalstar's proposed dpasat

Satellite Launch Risks; Limited Life of SatelliteZatellite launches are subject to significantsjskcluding damage to or loss of the satellites
("hot failures"). Historically, launch failure ("théailure") rates on low earth orbit and geostatignsatellite launches have been approxims
10%. However, launch failure rates may vary depamadin the particular launch vehicle. Globalstareuotly anticipates launching satellites
groups of either four satellites or 12 satellitegach launch. Satellite launches of more thant elgimmercial satellites have not been
attempted before. There is no assurance that Gi@bbaatellite launches will be successful or ifsdaunch failure rate will not exceed the
industry average.

A number of factors will affect the useful lives Gfobalstar's satellites. Random failure of satettiomponents could result in partial or total
failure of a satellite ("cold failure"). The firgieneration satellite constellation (including spaie designed to operate at full performance for
a minimum of 7 1/2 years, after which performareexpected to gradually decline. However, therebeano assurance of the constellation's
specific longevity. Globalstar's operating resultauld be adversely affected in the event the uddééubf the satellites is significantly shorter
than 7 1/2 years.

Limited Insurance. Globalstar will obtain insuraragginst launch failure which would cover the afstlaunch and the replacement cost of
lost satellites in the event of hot failures fordgellites in its constellation. However, Globatghay self-insure for hot failures for up to 12
such satellites. Globalstar's contract with SSkvijates for the construction and launch of eightssatellites to minimize the effect of any
launch or orbital failures. Globalstar currentlyedaot intend to purchase insurance to cover alayfaibures that may occur once the
satellites have been successfully deployed frontailnech vehicle. There can be no assurance thétaudd satellites and launches will not be
required. In such an event, in addition to theaepinent costs incurred by Globalstar, the datedormencement of full commercial
operations may be delayed.

Substantial Leverage. Globalstar has entered mtmgaeement with a bank syndicate for a $250 milticedit facility expiring on December
15, 2000 (the "Globalstar Credit Agreement"). Gleta also
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expects to utilize $310 million of committed vendimancing provided by SS/L and its subcontractbrdMarch and April, 1996, Globalstar
received net proceeds of $300 million from the ffg of GTL 6 1/2% Convertible Preferred Equival@iligations due March 1, 2006.
Significant additional debt is expected to be imedrin the future. As a result, Globalstar willlaghly leveraged. Globalstar will be
dependent on its cash flow from operations to serthis debt. Any significant delay in the commaneat of operations will adversely affect
Globalstar's ability to service its debt obligasoithe Globalstar Credit Agreement and other dabhting that Globalstar may incur in the
future may restrict or limit Globalstar's ability nake payments, including distributions to itstpars, including the Company, incurring
additional indebtedness and entering into certdirraransactions. There can be no assurance tbbalGtar's leverage and such restrictions
will not materially and adversely affect Global&aability to finance its future operations or ¢apneeds or to engage in other business
activities.

Competition. Competition in the telecommunicatigmustry is intense, fueled by rapid and continumetinological advances and alliances
between industry participants on an internationales Although no present industry participantusently providing the same global persc
telecommunications service expected to be provige@lobalstar, it is anticipated that one or matdional competing MSS systems will
launched and that the success, or anticipated ssicoEGlobalstar and its competitors could attodleer entrants. If any of Globalstar's
competitors succeed in marketing and deploying theitems substantially earlier than Globalstaob@lstar's ability to compete in areas
served by such competitors may be adversely affeéteumber of satellite-based telecommunicatigiséesns have also been proposed,
using geostationary satellites, or, in one caseidaearth orbit system.

Some of these potential competitors have finanpisonnel and other resources substantially gridae those of Globalstar. Many of these
competitors are raising capital and may competk @ibbalstar for service providers and financingcfinological advances and a continuing
trend toward strategic alliances in the telecommations industry could give rise to significant neempetitors. There can be no assurance
that some of these competitors will not provide@erefficient or less expensive service. Howevéop@lstar believes that based upon the
public FCC filings of the other MSS applicants, dtstar will be a low-cost provider.

Satellite-based telecommunications systems arecteized by high up-front costs and relatively lmarginal costs of providing service.
Several systems are being presently proposedydrilé, the proponents of these systems foreseeantimtdemand for the services they will
provide, the actual level of demand will not becdmewn until such systems are constructed, launelneidoegin operations. If the capacity
of Globalstar and any competing systems exceedsauignprice competition could be particularly intens

Compliance with European Union Competition Lawstdpean Union competition law proscribes agreemiaiishave the effect of
appreciably restricting or distorting competitionthe European Union. Globalstar has received @uiriy from the Commission of the
European Union requesting information regardin@dsvities. A violation of European Union law cdwdubject Globalstar to fines or
enforcement actions that could result in expensé&dbalstar, delay the commencement of Globatstarice in western Europe, and/or
depending on the circumstances, adversely affaatbdidtar's contractual rights vis-a-vis its Eurapstiategic partners. In addition, the
Commission has proposed legislation at the Europkaon level which, if adopted, would give the Comsion broad regulatory authority
over "satellite PCS" systems such as Globalstag. dbmmission's investigation and proposed leg@siadre in their preliminary stages, and
the Company is unable to predict what effect, if,@he results of such investigation or proposeislation may have on Globalstar's
operations.

Future Operating Risks. Globalstar's ability toceaed after commencement of operations will depgrach numerous factors, including the
cooperation, operational and marketing efficiermympetitiveness, finances and regulatory stat@labalstar's service providers, who are
the parties responsible for obtaining all neceskargl regulatory approval for, and the marketing distribution of, Globalstar service.
Subscriber acceptance of the Globalstar Systenghakidependent upon price, demand for servicdladvailability of alternatives, will
also have a direct impact on Globalstar's operataond cash flow. Because Globalstar's largest patemarkets are in developing countries,
Globalstar and its service providers may face ntarkfation, interest rate and currency fluctuatigovernment policy, expropriation and
other economic, political
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or diplomatic conditions that are significantly raorolatile than those commonly experienced in thédd States and other industrialized
countries. Globalstar may also incur risks reldtedurrency fluctuations as a result of operationsuch countries. Pricing risks, whether
arising from the recent downward pricing trendha telecommunications industry or the limitatioms@lobalstar's ability to increase its
pricing to service providers, may result in a mateadverse effect on Globalstar's business.

Risk of Accelerated Build-Out and Competing Teclogidal Advances. It is expected that as land-b&sledommunications services expand
to regions currently underserved or not served logline or cellular services, demand for Globalstanvice in those regions may be reduced.
If such systems are constructed at a more rapédtian that anticipated by Globalstar, the deman&fobalstar service may be reduced at
rates higher than those assumed in Globalstarkahanalysis. Globalstar may also face competitidine future from companies using new
technologies and new satellite systems. New tecigyatould render Globalstar obsolete or less commneby satisfying consumer demanc
alternative ways or through the introduction ofdnatible telecommunications standards. A numbéhnede new technologies, even if they
are not ultimately successful, could have an a@veffect on Globalstar as a result of their initre@rketing efforts. Globalstar's business
would be adversely affected if competitors begirragions or existing or new telecommunicationsisergroviders penetrate Globalstar's
target markets before completion of the GlobalStgtem.

SS/L

Dependence on Limited Number of Customers and Bnogr The Company historically has derived a lagéqn of its total revenues from
limited number of customers. Sales to the U.S. gowent represented 10%, 23% and 23% of revenuasdomtracts for the years ended
March 31, 1996, 1995 and 1994, respectively. Salésreign customers, primarily in Asia, represeri2@%, 15% and 31% of revenues from
contracts for the years ended March 31, 1996, 59@51994, respectively. In 1996, two commerciatauers represented 30% and 13% of
revenues from contracts. In 1995, four commeraiat@mers represented 23%, 20%, 15% and 13% of uesdhom contracts. Two
commercial customers represented 35% and 29% efhums from contracts in 1994.

Although SS/L is currently pursuing a significantnmber of new programs, there can be no assuraat&8iL will be successful in capturing
any of these new programs to replace the reveratdojothe completion of its current programs. Gertd SS/L's customers prefer to altern
satellite manufacturers they employ in order taiseddependence on any single manufacturer. Thishaay an adverse effect on SS/L's
ability to obtain future program awards from itsremt customers.

Competition. Competition in the commercial satellitdustry is intense. Among SS/L's significant petitors are Hughes, Lockheed Martin,
Matra Marconi and TRW. Some of SS/L's competit@gehsignificantly greater financial, manufacturintgrketing and technical resources
than those of SS/L. To the extent these compaiffesroducts and services that are more sophtsticaost-effective, efficient or reliable
than those now offered or to be offered by SS/eyttould have a material adverse effect on SS/tthEyy SS/L's telecommunications
satellites face competition from alternative tedbges, including fiber optic cable technology, ainicould reduce demand for the services of
SS/L's customers and thus for SS/L's telecommuaitaproducts.

Risk of Loss of Revenues Due to Satellite Malfumetor Launch Failure. Certain of SS/L's contracts/jole that up to one-quarter of the total
contract price is payable in the form of orbitaypeents, earned during the life of the satelliterbit as its mission is performed. Although
SS/L generally receives the present value of drpagments in the event of launch failure or auialcaused by an operator error by the
customer, it forfeits orbital revenues in the evafrd loss caused by system failure or an errdtsgpart. While insurance against loss of
orbital revenues has been available in the pastpst and availability are subject to substaffitigtuations. In addition, SS/L is prohibited
under agreements with certain of its customers firsuring its orbital incentives. Moreover, certainfSS/L's contracts call for on-orbit
delivery, allocating launch risk to SS/L. It is §S/intention to obtain insurance for this expostitewever, SS/L cannot predict whether, and
there can be no assurance that, insurance agaimath failure and loss of orbital revenues willtiame to be available on commercially
reasonable terms.
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Regulation. The ability of SS/L and its customerptirsue their business activities is regulatesldrjous agencies and departments of the
U.S. government. Operation of commercial commuiocatsatellites requires licenses from the FCCfesgliently requires the approval of
foreign regulatory authorities as well. Privatedaemote sensing satellites require a license ff@Department of Commerce. Exports of
space-related products, services and technicainmation frequently require licenses from the Dapartt of State or the Department of
Commerce. There is no assurance that SS/L or steaers will be able to obtain necessary licensesgulatory approvals. The inability of
SS/L or its customers to secure any necessaryskseor approvals could have a material adverseteffeits business.

SS/L and the Alliance Partners have entered im@aorandum of agreement with the U.S. DepartmebBiedénse ("DOD") with respect to
security matters. In addition, because the AlliaReetners are foreign entities, two of which areed/and controlled by foreign governme
SS/L is subject to certain regulations and to lgd&ernment oversight to which it would not be sabjésubstantially all of its stockholders
were United States citizens.

Dependence on Subcontractors and Alliance Part8&/4. depends on other companies, including iteAdle Partners, for the development
and manufacture of various products that are natieriits business. The failure of a subcontratigrerform at expected levels could under
certain circumstances have a material adverseteffeSS/L's profitability and its ability to wintiure program awards.

Dependence on Long-Term Fixed-Price Contracts.filaacial results of long-term fixed-price contrsetre recognized using the costtist
percentage-of-completion method. Revisions in reeemd profit estimates are reflected in the perioghich the conditions that require the
revision become known and are estimable. Adjustenfamtprofits or losses may therefore have a malteffect on results for the quarter in
guestion. The risks inherent in long-term fixedeprcontracts include the forecasting costs anddsgbg, contract revenues related to contract
performance (including revenues from orbital payteeand the potential for component obsolescencenmection with long-term
procurements.

Competitive Bidding. SS/L generally obtains its tants through the process of competitive biddiftiere can be no assurance that SS/L
continue to be successful in having its bids aaxpt, if accepted, that awarded contracts willegate sufficient revenues to result in
profitability for SS/L. SS/L has in the past sultemit bids which would result in minimal or no prafility due to a high level of non-recurring
engineering costs. Such contracts are generallyibidthe expectation of more profitable follow-eatellite contracts as to which there is
generally no contractual assurance in advanceh&@ extent that actual costs exceed the projectsts oo which bids or contract prices were
based, SS/L's profitability could be materially arsely affected.

Launch Vehicle Access. SS/L's ability to perforsian-orbit delivery contracts depends on the tinaetgilability of appropriate launch
vehicles and the availability of the requisite lelminsurance. In the past, launch slots have bebmited supply, and the launch insurance
market has been subject to considerable fluctuakfmmeover, the availability and pricing of launebhicles from the former Soviet Union ¢
the People's Republic of China are effected by go8ernment policies and international agreemdraghe extent appropriate launch
services and insurance become unavailable or ftivielly expensive, SS/L's business would be maltgréaversely affected.

Technological Developments. The nature of the comialkesatellite industry is such that, with eaclvrgeneration of satellites, satellite
manufacturers are expected to offer substantiatorrgments and innovations at lower effective c8§L's success therefore depends on its
ability to design, manufacture and introduce inrimeanew products and services on a cost-effee@natimely basis. There can be no
assurance that SS/L will be able to continue taeaehthe technological advances necessary to recoanpetitive or that its products will not
be subject to technological obsolescence.

ITEM 2. PROPERTIES

The Company sub-leases office space from Lockheadifat 600 Third Avenue, New York, New York 1004ifficient to allow it to carry
on its operations.
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Globalstar currently leases approximately 56,00fasg| feet of office space in San Jose, Califondenfa subsidiary of Lockheed Martin.

SS/L's research production and testing facilitrescarried on in SS/L-owned facilities covering apgimately 28.4 acres in Palo Alto,
California. In addition, SS/L leases 371,000 sqdee¢ of space from various third parties.

ITEM 3. LEGAL PROCEEDINGS

CCD Lawsuits. On September 12, 1991, Loral Faidc@ibrp. ("Loral Fairchild"), a subsidiary of Lordiled suit (the "CCD Lawsuit") against
a number of companies including Sony Corporati@o(y"), Matsushita Electronics Corporation (“Matsites’) and NEC Corp. ("NEC")
claiming that such companies had infringed Loratdkéld's patents for a "charged coupled devic€ED"), commonly used as an optical
sensor in video cameras and fax machines. AlthtlgiCCD patents have expired, Loral Fairchild ikésg reasonable royalties through the
expiration date from a number of defendants. Ol 22, 1996, a jury in the United States Dist@ourt for the Eastern District of New
York found unanimously that Sony had infringed @@D patents. After a trial on certain equitableethsks, the case will be certified for
interlocutory appeal and, thereafter, a jury twél be held on the issue of damages. Loral Faidshiclaims against other defendants remain
pending. Matsushita has been granted a declarpidgynent that it has a valid and enforceable lieamsder the CCD patents. In addition, a
trial on Matsushita's claim against Loral Fairchid tortious interference is expected to begirdoly 22, 1996.

Lockheed Martin has agreed in connection with therdér to grant to the Company the right to all pests or awards resulting from the CCD
Lawsuit as well as complete and exclusive contndl management thereof. The Company has agreed tallfaes and expenses relating to
the CCD Lawsuit and to indemnify Lockheed Martirddroral from any losses relating thereto.

None of the Operating Affiliates is a party to gmsnding legal proceedings material to its financaldition or results of operatio

Environmental Regulation. Manufacturing operatiorenaged by corporations in which the Company hastarest are subject to regulation
by various federal, state and local agencies coecewith environmental control. The Company belsetrgt these facilities are in substantial
compliance with all existing federal, state andaleenvironmental regulations. With regard to certdtes, environmental remediation is being
performed by prior owners who retained liability fuch remediation arising from occurrences dutlirgir period of ownership. To date, th
prior owners have been fulfilling such obligaticarsd the size and current financial condition offithier owners make it probable that they
will be able to complete their remediation obligat without cost to the Company or its Operatinfjliafes.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
PART II
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED SHAREHOLDER MATTERS
(A) MARKET PRICE AND DIVIDEND INFORMATION
The Company's common stock is listed on the NY S#euthe symbol LOR and began trading on April 29B6.on a when-issued basis.

The Company does not currently anticipate payingdividends or distributions prior to the time ti@@lbbalstar commences operations and
achieves positive cash flow. To date, neither Gkieanor SS/L has paid any dividends or distritmsi since their respective dates of
inception. Globalstar intends to distribute topgstners its net cash received from operations,desounts required to repay outstanding
indebtedness, pay
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distributions on its Redeemable Preferred Partietskerests, satisfy other liabilities and fungital expenditures. The Globalstar Credit
Agreement and the SS/L credit facility impose fiestns on Globalstar's and SS/L's respective tgliihi pay distributions or dividends to its
partners and stockholders, including to the Company

(B) APPROXIMATE NUMBER OF HOLDERS OF COMMON STOCK
At May 31, 1996, there were approximately 5,95@bad of record of the Company's common stock.
ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data has beenvaerirom, and should be read in conjunction witie, telated financial statements. Histor
information for Loral Space & Communications Ltdpresents the space and communications operafidsal Corporation.

LORAL SPACE & COMMUNICATIONS LTD.
(IN THOUSANDS)

AS OF AND FOR THE YEARS ENDED MARCH 31,
ACTUAL

PRO FORMA

1996(1) 1 996 1995 1994 1993 1992
STATEMENT OF OPERATIONS DATA:
Management fee from affiliate.... $ 5,608 $ 5608 $ 3,169 $ 2,981 $ 2,576 $ 1,953
Equity in net income (loss) of
affiliates(2)......c...c...... (16,936) ( 8,628) (8,988) 1,174 663 (1,319)
Loss before cumulative effect of
accounting change(3)........... (32,349) (1 3,785) (7,873) (3,694) (5,242) (4,992)
Net 0SS.....ccevverveieennnn (32,349) (1 3,785) (7,873) (3,694) (12,001) (4,992)
BALANCE SHEET DATA:
Cash and cash equivalents........ $ 612,286 $ - $- $- $- 8-
Investment in Globalstar(2)...... 197,646 19 5,221 110,970 25,288  -- -
Investment in SS/L............... 144,051 14 4,051 140,007 138,191 137,017 133,669

Total assets.........ccceeveeene 1,001,638 35 4,384 251,819 163,479 137,017 133,669
Long-term debt - -- - - - -

Invested equity - 35 4,384 251,819 159,198 137,017 133,669
Shareholders' equity............. 988,638

(1) The pro forma information includes certain atijoents to the historical information of the spacd communications operations of Loral
Corporation reflecting the Merger (see Note 1 todl&pace & Communications Ltd. Balance Sheet).

(2) Globalstar commenced operations on March 28419

(3) Before the effect of adopting Statement of Riial Accounting Standards No. 106 "Accounting Parstretirement Benefits Other than
Pensions," in fiscal 1993 net of related incomesax
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SELECTED FINANCIAL DATA (CONTINUED)

THREE MONTHS

ENDED
MARCH 31,
1996 1995
STATEMENT OF OPERATIONS DATA:
RevVenues...........ccccouee... $ - $ -
Operating expenses. 15,401 19,395
Interest income................ 1,449 2,159

Net 10SS....ccoveveiirenee. 13,952 17,236
Preferred distribution and

related increase on

redeemable preferred

partnership interests........ 1,424 -
Net loss applicable to ordinary

partnership interests........ 15,376 17,236

BALANCE SHEET DATA:
Cash and cash equivalents............c.cccceeenne
Working capital........cccccevveveveeeeeneninnnns

Globalstar System Under Construction...............

Total aSSetS....ceeeiiiiieieiiiiiiee e
Vendor financing liability..............c..........
Partners' capital..............ccocovvviiiiiennnns

GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

(IN THOUSANDS)

YEAR ENDED

CUMULA
MARCH 23 MARCH 23
(COMMENCEMENT (COMMEN
OF OPERATIONS) TO OF OPERAT

DECEMBER 31, 1995 DECEMBER 31, 1994 MARCH 31

$ -

80,226
11,989
68,237

68,237

$ - $
28,027 123
1,783 15

26,244 108

- 1
26,244 109
DECEMBER 31,

MARCH 31,
1996 1995 1994

$ 71,602
17,687
400,257
505,391
42,219
386,838

$ 73,560
35,423
71,996
151,271

112,944

SPACE SYSTEMS/LORAL, INC.
(IN THOUSANDS)

199

STATEMENT OF OPERATIONS DATA:
REVENUES.......eoeiiiiiiiiieiieeeiies $1,121
Gross profit......cccceoeceeeeeiicienenn. 34
Income (loss) before cumulative effect of

change in accounting(1).........cccveve.. 12
Net income (10SS)........cccuvveeriuneenn. 12
BALANCE SHEET DATA:
Cash and cash equivalents.................. $ 126
Total assets.........ccoceeveerenen. ... 908

Long-term debt........cccceeiviiiinnnns 65
Shareholders' equity...........cccocuueee. 447

(1) Before the effect of adopting Statement of Raial Accounting Standards No. 106 "Accounting Raistretirement Benefits Other than

Pensions" in fiscal 1993 net of related income saxe

AS OF AND FOR THE YEARS ENDED MARCH 31,

6

,619
,406

,367
,367

,863
677
,052
,868

22

1995 1994 1993 1992

$633,717 $596,267 $517,242 $390,583

27,785 24,964 19,855 14,851
5554 3591 2594 (2,586)
5554 3,591 (18,076) (2,586)

$52,222 $26,578 $10,121 $ 8,420
766,475 743,016 640,499 579,647
34,040 92,249 73,000 141,000
435,501 429,947 426,356 327,765

TIVE
, 1994
CEMENT
IONS) TO
, 1996



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Except for the historical information containeddiar the matters discussed in the following Managyet'e Discussion and Analysis of
Financial Condition and Results of Operations ef@ompany, Globalstar and SS/L, and elsewherddgrFtdrm 10-K, are forward-looking
statements that involve risks and uncertaintieqyntd which may be beyond the companies' contrioé actual results that the companies
achieve may differ materially from any forward-l@og projections due to such risks and uncertainties

LORAL SPACE & COMMUNICATIONS LTD.

Loral SpaceCom manages and is the largest equitgoef both Globalstar and SS/L. The Company vslbact as a Globalstar service
provider in Canada, Brazil and Mexico, and is eatihg additional satellite-based service opportesitLoral SpaceCom was formed to
effectuate the distribution of Loral's space anecd@mmunications businesses to shareholders of hachholders of options to purchase Lt
common stock pursuant to a merger agreement (tleed®i") dated January 7, 1996 between Loral andthemd Martin. The Distribution of
approximately 183.6 million shares of Loral SpaceGmmmon stock was made on April 23, 1996. In cotior with the Distribution,
Lockheed Martin contributed $612 million in casttie Company. Of the amount contributed, $344 arilliepresented the purchase of a .
fully-diluted equity interest in the Company in tfeem of Loral SpaceCom Series A Convertible PreféiStock. Such stock is subject to
certain voting limitations, restrictions on transéad standstill provisions.

Loral SpaceCom records its investments in Globastd SS/L using the equity method of accountingeakdingly, Loral SpaceCom's results
of operations reflects its proportionate sharehefresults of operations of its affiliates on aniggaccounting basis. References to Loral
SpaceCom or the Company prior to the Distributiefer to the space and communications operatiohsrall Corporation. Included
separately are the Management's Discussion ang/giaaf Financial Condition and Results of Opernadi¢g'MD&A") for Globalstar and

SS/L. The MD&A for Loral SpaceCom should be readamjunction with the MD&As of Globalstar and SS/L.

LIQUIDITY AND CAPITAL RESOURCES

Loral SpaceCom commenced operations on April 296Mith $612 million of unrestricted cash, investiigein affiliates totaling $342
million, $13 million in liabilities and sharehold@requity of $989 million.

Loral SpaceCom intends to utilize its existing taldbase and access to the capital markets to suiyedfinancing requirements of the
Operating Affiliates (principally Globalstar) and finance new business opportunities in satellésdnl communications either directly or
through the Operating Affiliates. It is also anpiated that the Operating Affiliates will directlgaess the capital markets to satisfy their own
financing requirements, and may further seek fir@rszipport from their strategic partners, inclgdthe Company. Loral SpaceCom's
Operating Affiliates are currently financed withaatourse to Loral SpaceCom other than the $58lBmindemnification provided to
Lockheed Martin in connection with the Globalstaedit Agreement.

Loral SpaceCom's Operating Affiliates have no histef paying dividends and are not expected togigiglends in the near future. The
Globalstar Credit Agreement and the SS/L creditifpémpose restrictions on Globalstar's and SSfespective ability to pay distributions
dividends to its partners and stockholders. Int&midi Globalstar does not expect to make distrdngiprior to the time it commences full
commercial operations. It is anticipated that L@phceCom will initially fund its operating requitents (principally consisting of
management compensation and corporate overheadseg)drom interest income generated from the teampanvestment of cash balances
and the receipt of SS/L management fees.

As part of its investment in Globalstar, Loral Sp@om, as a founding service provider, acquiredusset service provider rights to Mexico
and Brazil. Further, in June 1995, Loral SpaceCaid lobalstar an initial $9.8 million for exclusiservice provider rights to Canada. Lc
SpaceCom, in joint
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venture with local telephony service providers amdrnational telecommunications businesses, irénestablish Globalstar service
operations in such territories.

In September 1994, Loral Corporation exchangehatdings in K&F's convertible subordinated debeesuior cash and common stock
representing a 22.5% equity interest in K&F. (Se#e\B to the Loral Corporation -- Space and Comuatiins Operations Financial
Statements, (the "Financial Statements"). K&F ingpally engaged in the manufacture of aircraftking systems for commercial and
military aircraft.

Cash Provided and Used. Cash used in operatingtagifor the years ended March 31, 1996, 1995188# was $1.3 million, $8.4 million
and $.6 million, respectively, primarily due to tiems discussed in Results of Operations, below.

Cash used in investing activities for the yearseenidlarch 31, 1996, 1995 and 1994 was $115.0 mjl§82.1 million and $25.3 million,
respectively, primarily due to investments in Gliskar. Investments in Globalstar totaled $105.2iom) $103.6 million and $25.3 million in
the years ended March 31, 1996, 1995 and 1994 aeagy, and include an aggregate of $10.3 millidrcapitalized costs, principally
interest.

Net cash provided by financing activities for theays ended March 31, 1996, 1995 and 1994 was $iiiBi@n, $100.5 million and $25.
million, respectively, representing the advancesift.oral Corporation to fund the above-mentionetivaes.

Investment in Globalstar. At March 31, 1996 LorphSeCom's investment in Globalstar was $195.2anill{See Note 3 to the Financial
Statements.) Additionally, Loral SpaceCom holds$matirect 1.4% interest in Globalstar through itsn@nship of SS/L.

Globalstar is building and preparing to launch apdrate a worldwide, low-earth orbit satellite-lthdagital telecommunications system. The
Globalstar System has an estimated total cost @fl§ifion for capital expenditures, developmenstscand operating costs through the end of
1998, when full commercial service is scheduleddxmmence. Globalstar has raised a total of $1lidibf financing consisting of $480
million of equity, $310 million of vendor financing $250 million bank credit facility, commitmerits $33 million of service provider
advance payments, net proceeds of $300 million fiteersale of GTL 6 1/2% Convertible Preferred Eglént Obligations. (See Note 3 to
Financial Statements.) Globalstar estimates thaillitequire an additional $414 million to compets external financing requirements and
that its remaining financing requirement will cofn@m a combination of sources, including advancgmpents from service providers,
anticipated payments associated with the sale ab@star Phones and gateways, placements of limpaedership interests with new and
existing strategic investors and from net servee&nues from initial operations.

Commencing on the In-Service Date, as defined, @#bar will allocate to its managing general parare amount equal to 2.5% of
Globalstar's revenues up to $500 million plus 3df%evenues in excess of $500 million. Loral Spama@nd Qualcomm will receive 80%
and 20% of such allocation, respectively. Globalkts not made any cash distributions to datenane are anticipated prior to 1999.

On December 15, 1995, Globalstar entered into & $#8ion credit agreement with a group of bankee(tGlobalstar Credit Agreement").
The Globalstar Credit Agreement provides that Glstha may select loans at varying interest rateduting the Eurodollar rate plus 5/8%.
Globalstar pays a commitment fee on the unusedopoifhe Globalstar Credit Agreement contains camésirequiring Globalstar to meet
certain financial ratios including minimum net wof $200 million and limits additional indebtedeemd the payment of cash distributions.
The Globalstar Credit Agreement expires on DeceribeP000.

Following the consummation of the Merger, Lockh&attin guaranteed $206.3 million of Globalstar'§igdtion under the Globalstar Credit
Agreement, and SS/L and certain other Globalstategfic partners guaranteed $11.7 million and $Bm respectively, of Globalstar's
obligation. In addition, Loral SpaceCom has agieeddemnify Lockheed Martin for liability in exce®f $150 million under Lockheed
Martin's guarantee.
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In connection with such guarantees and indemnith@iGlobalstar Credit Agreement, GTL issued toal &paceCom, Lockheed Martin,

SS/L and the other strategic partners participdtirspich guarantee or indemnity, warrants (the "@lllarantee Warrants") to purchase
4,185,318 shares of GTL common stock. The GTL GuamWarrants have an exercise price of $26.5Gubject to certain vesting
requirements, expire on April 19, 2003, are noteigable until six months after Globalstar commeniodial operations unless accelerated at
the sole discretion of the managing general padgh&lobalstar and may not be transferred to thadies prior to such exercise date. In
connection with the issuance of GTL Guarantee Wisra5TL received (i) warrants to acquire 4,185,8ddinary partnership interests in
Globalstar plus (i) additional warrants (the "Adolhal Warrants") to purchase an additional 1,188 ardinary partnership interests, on te
and conditions generally similar to those of theLGJIuarantee Warrants. In addition, Globalstar hss agreed to pay to Loral SpaceCom
the other guaranteeing partners a fee equal to pes%nnum of the average quarterly amount outstgnchder the Globalstar Credit
Agreement.

Investment in SS/L. The Company currently hold¥32of the economic interest in SS/L. (See Note tBéoFinancial Statements.) SS/L is
engaged in the design, manufacture and systengratiten for telecommunications, weather and dibeotidcast television satellites. A
subsidiary of Loral SpaceCom is paid a managenentrbm SS/L based on SS/L's total adjusted revenue

SS/L is the prime contractor for the design andstrmiction of Globalstar's 56 satellites. In conimttherewith, SS/L and its subcontractors
have committed $310 million of vendor financingGtobalstar, of which $121 million of such vendardncing is effectively borne by the
subcontractors. As of March 31, 1996, $62 milliéisach vendor financing has been utilized by Gletaal

In 1991 and 1992, Loral Corporation sold 49% ofL&Séquity to four European companies involvedarnoapace, telecommunications and
space communications (the "Alliance Partners"). étradstockholders agreement, a change of contlobi@il Corporation within the meaning
of such agreement would provide each of the Ali@Rartners with the right to (i) put their equityerests back to SS/L at fair market value,
or (ii) purchase a pro rata share of Loral's eqintgrest in SS/L for fair market value (subjectéceiving certain authorizations including
U.S. government approval). While it is not certiiat the change of control provisions are applieatile Company and SS/L are seeking an
amendment to the stockholders agreement acknowlgdie transfer of Loral's interests in SS/L todl@paceCom and a waiver of any
applicable put and purchase option rights. In trenethat any of SS/L's Alliance Partners put thgierests back to SS/L, Loral SpaceCom
will acquire such interests. The Company does rpeet all the Alliance Partners to exercise thairnights in connection with the
Distribution, but, if all such put rights, if anyere exercised, the Company believes its obligatmmsuant to these rights would be less than
$250 million.

Certain partnerships affiliated with Lehman Brothbkrc. (the "Lehman Partnerships") hold Seriese3dPred Stock of a Loral SpaceCom
subsidiary. Each share of Series S Preferred Stgmiesents a beneficial interest in one share mfhton stock of SS/L. As a result of the
issuance of the Series S Preferred Stock, the Lel#agnerships have no economic interest in theidialny other than with respect to the
SS/L operations. If the Lehman Partnerships costiolthold the Series S Preferred Stock after Jariyat998 or after a change in control of
the Company, they will have the right to requeat the Company purchase their Series S Prefercek &t fair market value. In such event,
the Company may elect to purchase such Seriesf&rieie Stock at fair market value, or if the Compatects not to purchase the stock, the
Lehman Partnerships may require the combined isited the Company and the Lehman PartnershipSibh ® be sold to a third party. (See
Notes 3 and 7 to the Financial Statements.) ThenaghPartnerships have advised the Company thatihewpt intend to request that 1
Company purchase their Series S Preferred StoekChimpany currently has no intention of sellingriterest in SS/L.

Other Business Opportunities. Loral SpaceCom igeatily evaluating several new business initiatimetuding joint ventures to provide
"direct-to-home" ("DTH") television service in cait regions of the world, a proposed digital comioations service using a high-speed,
satellite-delivered communications system callebdeZ$tar and a proposed hybrid communications gatélhese ventures are in formative
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stages and there can be no assurance that thdyewilither developed or licensed, or that the s&ary capital to complete such ventures will
be available.

RESULTS OF OPERATIONS

The results of operations include the proportioshtEre of net income

(loss) of Globalstar and SS/L using the equity métbf accounting. Such results also include cedfiotated costs and expenses represe
an allocation of Loral Corporation corporate offexgenses based primarily on the allocation metlvgggorescribed by government
regulations pertaining to government contractotkoated interest expense has been based on Lorpb€ation's actual weighted average
debt rate applied to the average investment itia#fibalance during the period. Accordingly, suesults of operations are not necessarily
representative of all revenues and expenses thathiiave occurred had the Space and Communicallpesations been an independent
entity. Additionally, such results of operationglexie certain revenues and expenses anticipated ldral SpaceCom commences
operations such as interest income from the tenmpamaestment of $612 million of cash balances atiter additional operating expenses.

Future operating results of Loral SpaceCom wiltlependent on a number of factors including theltesfi operations of the Operating
Affiliates, the level of corporate operating expesnighe utilization of the available cash balararesthe extent of interest income or other
investment income. Loral SpaceCom currently argigip generating net income during the balancelehdar year 1996; however, this result
may be adversely impacted by the outcome of thederss.

Taxation. Loral SpaceCom will be subject to U.Sldil, state and local income taxation at regugparate rates on any income from
sources within the United States that is effecyiv@nnected with the conduct of its U.S. tradeusiess. When such income is deemed
removed from the U.S. business, it will be subjecin additional 30 percent "branch profits" taxhil&, Loral SpaceCom expects that mos
its income from Globalstar will be from sourcessidé the United States, some portion of such fors@urce income will be subject to
taxation by certain foreign countries.

Also, any U.S. subsidiary formed to conduct Lorga&Com's U.S. activities will be subject to Ug&&ation at regular corporate rates. In
addition, a 30% U.S. withholding tax will apply dividends received from K&F, SS/L, or any other Lc8rporation.

Furthermore, Loral SpaceCom has obtained an agsufeam the Minister of Finance under the Exempfedertakings Tax Protection Act
1996 that Bermuda will not subject the companyrp t@x computed on profits or income, or computedy capital asset, gain or
appreciation, or any tax in the nature of estatg duinheritance tax until at least March 28, 2@k6ept insofar as such tax applies to persons
ordinarily resident in Bermuda and holding suchreladebentures or other obligations of the Comparany land leased or let to the
Company. As an exempted company, the Companytlkelta pay in Bermuda a registration fee based ugsaruthorized share capital and
premium on its issued shares. Based upon the @ghshare capital of the Company, the annual tragjisn fee payable by the Company

will be $15,000.

Comparison of Results for the Years Ended March 311996 and March 31, 1995

The results of operations reflect a net loss of &h3illion for the year ended March 31, 1996 as parad to a net loss of $7.9 million for
1995. The increase in the 1996 loss is primarily ttuthe 1995 non-recurring gain of $6.9 milliort oftaxes resulting from the exchange of
K&F debentures for cash and equity (see Note Bedrinancial Statements).

Management fees earned from SS/L are based orcerpage of SS/L's revenues, as defined. Duringlfils896, management fees totaled
$5.6 million as compared to $3.2 million in 1998aeting an increase in SS/L's revenues to $1libhiln 1996 from $633.7 million in 1995.

Allocated costs and expenses decreased to $3i0miiil 1996 from $3.2 million in 1995 due to chasge both the level of Loral Corporati
corporate office expenses and changes in the gropal factors within the allocation formula. Allaed interest expense increased to $10.5
million in 1996 from $9.5 million in 1995,
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primarily as a result of Loral Corporation's incsed effective borrowing rate applied to its investinin SS/L.

For the year ended March 31, 1996, the effectizenme tax rate was
(35.0)% compared to 44.9% in 1995. The changedreffective rate for 1996 as compared to 1995imanily a result of the proportionate
impact of taxes on undistributed earnings of affds (SS/L) for the year.

The equity in net loss of affiliates in 1996 of @&nillion as compared to $9.0 million in 1995 reflelLoral SpaceCom's proportionate shal
higher Globalstar costs for the design, developraadtconstruction of the Globalstar System offgethie proportionate share of higher SS/L
income.

Comparison of Results for the Fiscal Years Endedci&1, 1995 and March 31, 1994

The results of operations reflect a net loss 09 $illion for the year ended March 31, 1995 as carag to a net loss of $3.7 million for 19
The increase in the 1995 loss is primarily duehtoequity in net loss of Globalstar of $10.8 miilioffset by the non-recurring gain of $6.9
million net of taxes resulting from the exchang&&f debentures for cash and equity. (See NotetBead-inancial Statements.)

Management fees during the fiscal years ended Match995 and 1994 of $3.2 million and $3.0 millioespectively, represent management
fees earned from SS/L reflecting SS/L's total rexsnwhich increased to $633.7 million in 1995 fi$596.3 million in 1994,

Allocated costs and expenses increased to $3.Bmifi 1995 from $2.6 million in 1994 due to chasge both the level of Loral Corporation
corporate office expenses and changes in the propal factors within the allocation formula. Allaed interest expense increased to $9.5
million in 1995 from $8.3 million in 1994, primayilas a result of Loral Corporation's increasedotiffe borrowing rate applied to its
investment in SS/L.

For the year ended March 31, 1995, the effectigerime tax rate was 44.9% compared to 38% in 199 .ifdrease in the 1995 effective rate
resulted from the increase in the proportionatesiohjpf taxes on undistributed earnings of affisat8S/L) for the year.

The equity in net loss of affiliates in 1995 of G@nillion as compared to equity in net income of2Zbhillion in 1994 reflects Loral
SpaceCom's proportionate share of Globalstar's ¢osthe design, development and constructiomeiGlobalstar System.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS OF GL OBALSTAR

LIQUIDITY AND CAPITAL RESOURCES

At March 31, 1996, cash and cash equivalents isext#o $247.1 million from $71.6 million at DecemB&, 1995. The net increase is a
result of the receipt of $290.0 million from thdesaf 4,615,385 Redeemable Preferred Partnerskepdsts, advance payments received for
option territories of $1.7 million and interest outstanding cash balances of $1.4 million, offsethe expenditures for operations and the
Globalstar System Under Construction.

Payables to affiliates and accrued expenses dectdys$10.8 million from $54.4 million to $43.6 fioh during the three months ended
March 31, 1996, as a result of the timing of payteé¢n Globalstar contractors.

Globalstar anticipates that the cost for the designstruction and deployment of the Globalstat&ys excluding working capital, cash
interest on anticipated borrowings and operatingeeses to be approximately $1.8 billion. Actual ants may vary from this estimate and
additional funds would be required in the eventimfforeseen delays, cost overruns, launch failuresher technological risks or adverse
regulatory developments, or to meet unanticipaigteses.

Through March 31, 1996, Globalstar incurred co$tpproximately $612 million for the design and swoction of the satellite constellation,
launch vehicle payments and portions of the two 88 @wo GOCCs, Globalstar Phones and four gatetagsnake up part of the
Globalstar ground segment. Costs incurred durieditbt quarter 1996 were approximately $121 mill{ocluding $19.4 million accrued
under vendor financing arrangements) as satellddyzction activities continued, including pre-proetian model construction and test, parts
procurement and subassembly construction of thedlises. Expenditures for the GOCCs and SOCCs duucosts for software integration
and test. Total 1996 system costs are expectegpbt@dmate $566 million and include an estimate@.$9nillion of accrued costs under
vendor financing arrangements. Satellite productisiegration and testing will continue during tfear. Ground Segment activities in 1996
will include the development of laboratory protoggpof the Globalstar Phones and the completiorO@2 S installation and checkout.

In addition to the above capital requirements, @lstar will require funds for its working capitaiterest and preferred distributions on the
Redeemable Preferred Partnership Interests angeffihancings, repayment of a portion of vendoafioing and operating expenses through
the Full Constellation Date, currently estimatedhéoapproximately $293 million.

Globalstar and its strategic service providersndt® jointly finance the procurement of 25 gatesvagd long-lead-time parts for 25
additional gateways for resale to service providiresreby accelerating the deployment of gatewaysral the world prior to the In-Service
Date. The cost of this program before financingsasexpected to be approximately $160 millionwbich Globalstar has agreed to finance
approximately $80 million. Globalstar expects toaeer its investment in this gateway financing pawg from the resale of these gateways to
service providers. Globalstar is presently evahgasi plan to purchase long-lead-time componens artpossible use in constructing 6 to 12
additional satellites. The current estimated addél cost for these components is approximatelyt$Z8.20 million, depending upon the
guantity purchased. The plan has two purposet @hable Globalstar to have on-orbit at leasto3®4t satellites during 1999, even in the
event of launch failures of up to two launches »&atellites each, and (ii) to provide ground spanat would be readily available to repler
the satellite constellation in the event of satebittrition during the first generation or if teeare opportunities for increasing capacity. If
Globalstar were to experience a launch failure)dhg-lead-time components would be used to bwifdacement satellites and the cost
associated with the construction and launch of sathllites would be reimbursed through insurance.

This information represents Globalstar's curreticgrated cash requirements. Actual amounts may fram these estimates and additional
funds would be required in the event of unforesedays, cost overruns,
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launch failures or other technological risks orede regulatory developments, or to meet unant®ipexpenses.

Through March 31, 1996, Globalstar has obtainexta of $1.4 billion of financing consisting of $a&nillion of equity, $310 million of
vendor financing, a $250 million credit facilityh@ "Globalstar Credit Agreement"), guaranteed itage parties, commitments for
approximately $33 million of advance payments aisged with certain Globalstar service territoriest proceeds of $290 million from the
sale of Redeemable Preferred Partnership Intei@&3L, which was purchased by GTL with the procefrdm the sale of its 6 1/2%
Convertible Preferred Equivalent Obligations (tBecurities") and on April 3, 1996, an additional@illion from the sale of Redeemable
Preferred Partnership Interests to GTL from thepeds from an additional sale of the Securities.

Globalstar believes that its current capital, verfd@ancing commitments and the availability of Bbalstar Credit Agreement are suffici
to fund its requirements into the first quarted®®7. Of such financing commitments, a substaptation of the vendor financing will not be
utilized until 1997 and 1998. Additional funds toneplete the Globalstar System are expected to taénelnl through a combination of debt
issuance (which may include an equity componentjepted service provider payments, projected eetice revenues from initial operatio
anticipated payments received from the sale ofwgmte and Globalstar Phones and placement of linpigethership interests with new and
existing strategic investors. Although Globalstalidves it will be able to obtain this additionadgncing, there can be no assurance that the
financing will be available on favorable terms oratimely basis, if at all.

RESULTS OF OPERATIONS
Comparison of Results for the Three Months Ended Mech 31, 1996 and 1995

Globalstar is a development stage partnership asdbt commenced commercial service operationsthegoeriod March 23, 1994
(commencement of operations) to March 31, 1996b&kiar has recorded cumulative net losses of 81@8lion. The net loss for the quar
ended March 31, 1996 decreased to $14.0 milliomf4.7.2 million in the quarter ended March 31, 189% result of timing of work
performed by Globalstar contractors. Globalstaxisending significant funds for the design, corddtan, testing and deployment of the
Globalstar System and expects such losses to centintii commencement of service operations.

Globalstar has earned interest income of $15.2ani8ince commencement of operations on cash bedaard short term investments.
Interest income for the quarter ended March 316188s $1.4 million as compared to $2.2 million earduring the quarter ended March 31,
1995. Interest income has decreased from the gquaartied March 31, 1995 as a result of lower catdmbas within the quarter ended March
31, 1996.

Operating Expenses. Development costs of $11.4omifor the quarter ended March 31, 1996, representlevelopment of certain
technologies under a cost sharing arrangementabaBtar's contract with Qualcomm, the developmé@lobalstar Phones and Globalstar's
continuing in-house engineering. This compares #it6.2 million of development costs incurred durihg quarter ended March 31, 1995.

Marketing, general and administrative expenses ¥r@ million for the quarter ended March 31, 188&ompared to $3.2 million incurred
during the quarter ended March 31, 1995. The iseré@m the quarter ended March 31, 1995 is atre$bloth increased marketing and
personnel costs, consistent with the higher lefraktvity at Globalstar.

Depreciation. Globalstar intends to capitalizecaBts, including interest as applicable, associaitfdthe design, construction and deployn
of the Globalstar System, except costs associaithdive development of the Globalstar Phones andioetechnologies under a cost sharing
arrangement with Qualcomm. Globalstar will not relcdepreciation expense on the Globalstar SystedetJ@onstruction until the
commencement of initial service operations, astagse placed into service.

29



Income Taxes. Globalstar was organized as a linpiggthership. As such, no income tax provision éfigénis included in the accompanying
financial statements since U.S. income taxes @&edbponsibility of its partners. Generally, taxainicome (loss), deductions and credits of
Globalstar will be passed through to its partners.

Comparison of Results for the Year Ended Decembget @95 to the Period March 23, 1994 (commencemienperations) to December 31,
1994

For the period March 23, 1994 (commencement ofaifmars) to December 31, 1995, Globalstar has recbcdmulative net losses of $94.5
million. The net loss for the year ended Decemlderl®95 increased to $68.2 million from $26.2 roillin the prior period March 23, 1994
(commencement of operations) to December 31, 119@4"'Prior Period"). Globalstar is expending sigrift funds for the design,
construction, testing and deployment of the GldhalSystem and expects such losses to continuecontimencement of service operations.

Globalstar has earned interest income amounti$d. 308 million since commencement of operationsashdalances and short term
investments. Interest income for the year endeceBer 31, 1995 was $12.0 million as compared t8 fillion earned during the Prior
Period. Interest income has increased significandiy the Prior Period as a result of higher caalafces invested due to the sale of
10,000,000 partnership interests to GTL for $186ilion during the first quarter and the receiptpafyments against capital subscriptions of
$133.8 million.

Operating Expenses. Development costs of $62.%omifor the year ended December 31, 1995, repreékerdevelopment of certain
technologies under a cost sharing arrangementabaBtar's contract with Qualcomm, the developmé@lobalstar Phones and Globalstar's
continuing in-house engineering. This compares %&h.3 million of development costs incurred durihg Prior Period. The increase as
compared to the Prior Period is primarily relatedhe technologies being developed under the testrgy arrangement with Qualcomm.

Marketing, general and administrative expenses $&ve4 million for the year ended December 31, 1&98ompared to $6.7 million incur
during the Prior Period. The increase from the APieriod is a result of both increased marketind) gersonnel costs consistent with the
higher level of activity at Globalstar.

Depreciation. Globalstar intends to capitalizecalits, including interest as applicable, associaitidthe design, construction and deployn
of the Globalstar System, except costs associaithctive development of certain technologies undesst sharing arrangement with
Qualcomm and costs of the Globalstar Phones. Gtaralill not record depreciation expense on theb@lstar System under construction
until the commencement of initial service operatices assets are placed into service.

Income Taxes. Globalstar was organized as a linpiggthership. As such, no income tax provision éfigénis included in the accompanying
financial statements since U.S. income taxes aregbponsibility of its partners. Generally, taxaibicome (loss), deductions and credits of
Globalstar will be passed through to its partners.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS OF SS /L

LIQUIDITY AND CAPITAL RESOURCES

For the years ended March 31, 1996, 1995 and 1¥8A4.'s operations provided cash of $67.8 millighi %8 million and $19.3 million,
respectively. For these same periods, income beligpeeciation, amortization, taxes, minority instrand equity in loss of affiliates was
$58.4 million, $48.7 million and $42.2 million, peectively. The significant fluctuations betweentsaeounts arise primarily from the timi

of payments and advances received and costs ilconreontracts in process including long-term negdelies; such changes increased
(decreased) cash by $(47.7) million, $42.0 millzord $(18.3) million in the respective periodssltommon in the satellite industry that
certain contracts have terms deferring paymentpafrdon of the contract price until delivery, orsome cases until after delivery, in the form
of orbitals. Contracts in process, net increasefi4®9 million in the year ended March 31, 199émgarily due to working capital
requirements of various commercial programs, offigemilestone payments received from customerstr@ots in process, net decreased
$44.0 million in the year ended March 31, 1995mgriily due to milestone payments received fromamsts and the reallocation of long-
term receivables related to orbitals, offset bykimy capital requirements of various commercialgoams. Long-term receivables increased
$10.2 million and $41.7 million in the years endédrch 31, 1996 and 1995, respectively, due to es®s in long-term receivables related to
orbitals primarily for the Intelsat VIl series ddtellites. Accounts payable, accrued payroll amgioturrent liabilities increased $76.0 million
and $27.5 million in the years ended March 31, 1896 1995, respectively, primarily due to incregsagables to subcontractors for
Globalstar and other commercial programs. Cust@deances increased by $10.4 million and $39.7 onilin the years ended March 31,
1996 and 1995, respectively, due to advances orpnegram awards during the periods.

In the years ended March 31, 1996, 1995 and 1994, &pended $24.2 million, $23.4 million and $2éh#lilion for capital equipment and
facilities expansion. In fiscal 1995 and 1994, S&shtributed a total of $6.0 million for an 11% Ited partnership interest in LQSS, a gen
partner of Globalstar. In fiscal 1995, SS/L alsocpased a 5% interest in Orion Network Systems,forc$5.0 million.

Cash provided by (used in) financing activitiestfoe years ended March 31, 1996, 1995 and 19948H6 million, $(58.2) million and
$22.1 million, respectively, primarily due to dddatrrowings and repayment activities in each ofgagods.

At March 31, 1996, SS/L had cash and cash equitsat#r$126.9 million and had $65.1 million of loterm debt outstanding, with $171.6
million available under its credit facilities. Unda revolving credit agreement with a group of mrnkterest is charged at various rates based
on the lead bank's prime rate, or margins oveF#ueral Funds rate or LIBOR, at SS/L's option. THBOR interest rate is subject to a
reduction of 1/10% on SS/L's achievement of a geftaancial covenant which has been achieved Y. SS

SS/L believes its revolving credit agreement, whégpires in December 1997, and other credit faesliare adequate to meet its financing
needs for the next twelve months. Subsequent teiMat, 1996, SS/L received authorization undecritslit facilities to permit the
transaction under the Distribution Agreement, descr below.

In 1991 and 1992, Loral Corporation sold 49% ofLSSéquity to the Alliance Partners. Under a stadters agreement, a change of control
of Loral Corporation within the meaning of suchegmnent would provide each of the Alliance Partmétis the right to (i) put their equity
interests back to SS/L at fair market value, grgiirchase a pro rata share of Loral's equity éstein SS/L for fair market value (subject to
receiving certain authorizations including U.S. gaxment approval). While it is not certain that tdhange of control provisions are
applicable, the Company and SS/L are seeking am@ment to the stockholders agreement acknowledbimgransfer of Loral's interests in
SS/L to Loral SpaceCom. In the event that any dESR\lliance Partners put their interests bacB&IL, Loral SpaceCom will acquire such
interests. The Company does not expect all thaAdé Partners to exercise their put rights, if amgpnnection with the Distribution, but, if
all such put rights were exercised, the Companigbes its obligations pursuant to these rights wdnd less than $250 million.
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BACKLOG

Funded backlog at March 31, 1996 and 1995 wasldillién. Approximately 74% of the total backlog whs six commercial contracts.
Foreign customers accounted for 29% and 43% otfotiaé backlog in 1996 and 1995, respectively. Avgdiat the year ended March 31, 1996
were $1.1 billion, primarily consisting of bookingscluding the design, fabrication, test and datwof satellites for the MCI/News Corp.,
PanAmSat 7 & 8 and Apstar IIR programs and spepdigload equipment for the Yamal, Sirius and Eatglsograms. Awards also include
additional funding for the Globalstar, GOES and&p&tation programs.

RESULTS OF OPERATIONS
Comparison of Results for the Fiscal Years Endedch&1, 1996 and March 31, 1995

During the year ended March 31, 1996, revenues frontracts increased to $1.1 billion from $633.7iam for the year ended March 31,
1995. Gross profit increased to $34.4 million fré&v.8 million in the prior year. The changes iresand gross profit primarily result from a
change in the current program mix and increasezssallume for launch vehicles and risk managememmrograms requiring irbit satellite
delivery; such sales typically have lower-than-agerfee rates.

The increases in revenues are attributable to highlame on commercial satellite programs of $521ilion, including the Globalstar
program of $239.7 million, offset by lower volume both the GOES weather satellite program of $idleon and the Space Station
program of $14.6 million.

Interest income net of interest expense increaSeéddillion to $6.3 million from $1.3 million fote same period in the prior year, primarily
attributable to increased investment income of $2l6on resulting from increased invested cashabhaks and $2.4 million of interest income
associated with orbital receipts.

Equity in net loss of affiliate represents SS/lrsgortionate share of Globalstar's net loss; SSdderthis investment in March 1994.
As a result of the above, net income increased 2o43million from $5.6 million in the comparablerymel of the prior year.

SS/L's effective tax rate decreased to 53.4% dafi$996 from 62.2% in the prior year. Income befmcome taxes increased in the same
period from $19.2 million to $28.4 million resultjnn a decreased impact on the effective tax ratkBeonon-deductible goodwill amortization
and the losses of ISTI (see Note 5 to the SS/Lr€iah Statements).

Comparison of Results for the Fiscal Years Endedc&1, 1995 and March 31, 1994.

During fiscal 1995, revenues from contracts inceea® $633.7 million from $596.3 million in the priyear. Net income increased to $5.6
million compared with $3.6 million in the prior yea

The increase in revenues of $37.4 million is atiidble to higher volume on commercial satellitegpams of $29.2 million, the Space Station
program of $4.6 million and the GOES weather sigghrogram of $3.6 million.

Gross profit increased to $27.8 million from $2Elion in the prior year. Gross profit as a perizge of sales increased to 4.4% from 4.2%,
resulting primarily from both the increase in salekime and an increase in gross margins on newérded programs.

Interest income, net of interest expense increg2edmillion to $1.3 million from net expense of.4Million in the prior year, primarily
resulting from increased interest income from adhiéceipts for newly launched satellites of $1iBiom, and increased investment income
resulting from cashflow of $1.2 million.

Equity in net loss of affiliate represents SS/lrggmrtionate share of Globalstar's net loss; SS#erthis investment in March 1994,

SS/L's effective tax rate decreased to 62.2% oafi$995 from 75.8% in the prior year. On August 1993, the Omnibus Budget
Reconciliation Act of 1993 was signed into law,liming a provision that
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increased the Federal corporate rate by 1% to Iétiwe January 1, 1993. In fiscal 1994, the refeded tax liabilities were revalued at the
higher rate, resulting in an increase to the dffedbx rate. In fiscal 1995, such revaluation wasrequired. Additionally, the impact on the
effective tax rate of the non-deductible goodwifiatization and the losses of ISTI decreased riagutom an increase in income before
income taxes (see Note 5 to the SS/L FinanciakStants).

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
See Index to Financial Statements on page F-1.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable
PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The following persons, all of whom, previously sshas directors of Loral, have been elected toesasvthe directors of the Company. As
provided in the Company's Bye-laws, the holderthefCompany's common stock elect the directorsréyimately one-third of the
Company's Board is elected each year to servetfmea-year period. Initially, however, memberalbthree classes were elected by Loral as
sole shareholder of the Company prior to the Diation. The directors were elected to three claasdsllows: three directors, constituting
the "Class | Directors," were elected for a termierg at the 1997 Annual Meeting, three directamstituting the "Class Il Directors," were
elected for a term expiring at the 1998 Annual Megtand four directors, constituting the "Cladddirectors," were elected for a term
expiring at the 1999 Annual Meeting. At each AnnM&eting beginning in 1997, directors will be extto succeed those whose terms
expire, with each newly elected director to sertlerae-year term. The Series A Preferred Stoclessa Lockheed Martin may be voted
without restriction on all matters submitted torgmlders for approval, except that it may not \fotethe election of directors. After the
conversion of the Series A Preferred Stock into mam stock, the common stock may vote without retsdm on all matters, including the
election of directors, except that in the eversumklection contest, Lockheed Martin and its affds have agreed, pursuant to a shareholders
agreement, that they will, subject to certain exiogg, vote any of the common stock, at their aptither (i) as recommended by the Board
of Directors or management of the Company, otirfithe same proportions as the holders of the Cogip&quity securities vote their
securities.

The following table sets forth the directors and@xive officers of the Company as of June, 1996:

NAME AGE POSITION

Bernard L. Schwartz (Class lll).......... 70 Chairman of the Board of Directors and
Chief Executive Officer

Michael B. Targoff...........cccveeene 51 President and Chief Operating Officer

Howard Gittis (Class ).................. 61 Director

Robert B. Hodes (Class II)............... 70 Director

Gershon Kekst (Class I)........cccc...... 60 Director

Charles Lazarus (Class II)............... 71 Director

Malvin A. Ruderman (Class lll)........... 68 Director

E. Donald Shapiro (Class lll)............ 63 Director

Arthur L. Simon (Class I)................ 63 Director

Thomas J. Stanton, Jr. (Class Ill)....... 67 Director

Daniel Yankelovich (Class Il)............ 70 Director

Michael P. DeBlasio...................... 59 Senior Vice President and Chief Financial
Officer

Nicholas C. Moren..........c.ccceeenne 49 Vice President and Treasurer

Harvey B. ReiN.......cccccccvvvveeennnn. 42 Vice President and Controller

Eric J. Zahler...........ccocooveenns 45 Vice President, General Counsel and
Secretary
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Mr. Schwartz has been the Chairman and Chief Exex@fficer of the Company since January of 1996 bhad been Chairman and Chief
Executive Officer of Loral since 1972. Mr. Schwatzs been Chairman of the Board of Directors of S8ice February 1991. He is also
Chairman and Chief Executive Officer of Globalstai,L and K&F, and serves as a director of Relia@eceup Holdings, Inc. and certain of
its subsidiaries, Sorema International Holding Na¥d First Data Corporation. Mr. Schwartz is alSo@astee of New York University
Medical Center. Mr. Schwartz has been a directdr\dine Chairman of Lockheed Martin Corporation sidgril 1996.

Mr. Targoff has been President and Chief Operaffgcer of the Company since March of 1996 and badn Senior Vice President and
Secretary of Loral since 1992 and prior theretal fother executive officer positions with Loral. Mrargoff is also a director of SS/L and
GTL.

Mr. Gittis has been Vice Chairman and Chief Adntnaiive Officer of MacAndrews & Forbes Holdings Irsince 1984. He is also a director
of Andrews Group Incorporated, Consolidated Cigarp@ration, First Nationwide Holdings, Inc., Firgéationwide Bank, Jones Apparel
Group, Inc., Mafco Worldwide Corporation, Natiomégalth Laboratories Holdings, Inc., NWCG Holdingsr@oration, New World
Communications Group Incorporated, New World Ted@n Incorporated, Revlon Consumer Products Cotjporand Revlon Worldwide
Corporation.

Mr. Hodes became Counsel to Willkie Farr & Gallaginel995. He was a partner in Willkie Farr & Gajleer since 1956. He is also a dire:
of Aerointernational, Inc., W.R. Berkeley Corpocetj Crystal Oil Company, GTL, R.V.l. Guaranty, LtdCH Investments N.V., Mueller
Industries, SS/L, Inc. and Restructured Capitalditgys, Ltd.

Mr. Kekst is President of Kekst and Company Incoaped, a corporate and financial communicationseltimg company which was
established in 1970.

Mr. Lazarus has been Chairman of Toys "R" Us, éimce 1974. He is also a director of Automatic DRtacessing, Inc.
Mr. Ruderman has been Professor of Physics, ColumbiUniversity since 1969.

Mr. Shapiro is the Joseph Solomon Distinguishede®smr of Law (since 1983) and Dean/Professor of (1973-1983) of New York Law
School. He is also a director of Bank Leumi Trust,&Eyecare Products PLC, Vasomedical, Inc., KrarRealty Trust, MacroChem
Corporation and Premier Laser Systems.

Mr. Simon is an independent consultant and wagtagaof Coopers & Lybrand, L.L.P. from 1968 to 499

Mr. Stanton has been Chairman Emeritus of Natitvastminster Bancorp NJ since 1990. He is alsoexttir of Reliance Group Holdings,
Inc. and Reliance Insurance Co.

Mr. Yankelovich is Chairman of DYG, Inc., a markebnsumer and opinion research firm. He is alsedar Emeritus of U.S. West Inc.,
Meredith Corporations and Arkla, Inc.

Mr. DeBlasio has been Senior Vice President anéf@hnancial Officer of the Company since MarchL686 and had been Senior Vice
President-Finance of Loral since 1979. Mr. DeBlasialso a director of SS/L and GTL.

Mr. Moren has been Vice President and Treasurdreo€Company since March of 1996 and had been Miesident and Treasurer of Loral
since 1991.

Mr. Rein has been Vice President and ControllehefCompany since June of 1996, and had been AgsiSontroller of Loral since 1985.

Mr. Zahler has been Vice President, General Cowars[Secretary of the Company since March of 19@6had been Vice President and
General Counsel of Loral since 1992. From 19849@2]1 Mr. Zahler was a partner in the law firm ofellt Frank, Harris, Shriver & Jacobs
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Directors of the Company will be paid a fixed anmesainer fee of $25,000 per year. Non-employeeatiors will also be paid a per meeting
attendance fee of $6,000. The Company expectotode life insurance and medical benefits to nompleryee directors on substantially the
same basis that such benefits were provided byl.Lldom-employee directors will also have the oppoitly to elect to defer their annual fees
and have them credited toward the purchase of CanBtack, which will be delivered after terminatiohdirectorship.

ITEM 11. EXECUTIVE COMPENSATION

Because the Company is newly formed, historicalrimfation on executive compensation paid by the Gomyis not available. Compensat
for the Company's Chief Executive Officer has bestablished by the Board of Directors and the Carsgiion Committee, and
compensation for the other principal executivecaffs has been maintained at their prior levels ipgneview by the Board of Directors and
the Compensation Committee.

Set forth below are the names and titles of the @om's five most highly compensated executive eff@nd the annual base salary as of
May 31, 1996, for each such executive officer:

CURRENT
NAME AND TITLE ANNUAL SALARY

Bernard L. Schwartz, Chairman and Chief Executive O fficer...ooonnn. $ 956,300
Michael B. Targoff, President and Chief Operating O fficer............. 400,000
Michael P. DeBlasio, Senior Vice President and Chie f Financial

(0 )37 =T 434,000
Nicholas C. Moren, Vice President and Treasurer....  eeeenn 214,000
Eric J. Zahler, Vice President, General Counsel and Secretary.......... 240,000

BONUS ARRANGEMENTS

Pursuant to the Merger Agreement, the Company aiistp employees of Loral who become employees®fGompany and its subsidiaries
all bonus compensation payable for the fiscal yédoral ended March 31, 1996, under any bonusnamgof Loral or its subsidiaries in
which the employee participated prior to the mergeunder any employment agreement applicablecb smployee. Lockheed Martin has
agreed to reimburse the Company for the amouni@i bonuses paid to all employees.

The Company intends to adopt an annual bonus plaexecutive officers and other key employees. Gdwus program will be adopted by
Board of Directors and approved by the Companym@Emsation Committee. Executive officers will gtsoticipate in the Company's 1996
Stock Option Plan, which is described below. Thell®f participation of each executive officer ret1996 Stock Option Plan will be
determined by the Compensation Committee of thedofDirectors (the "Compensation Committee").

1996 STOCK OPTION PLAN

Prior to the Distribution, the 1996 Stock OptiorP(the "SOP") was adopted by the Board of Diractdhe SOP provides for the grant of
non-qualified stock options ("NQSOs") and incentsteck options as defined in

Section 422 of the Code ("ISOs"). The SOP is adsteénéd by the Compensation Committee of the Compahigh consists of at least two
directors of the Company, each of whom must beisiit@rested person” within the meaning of Rule-3iromulgated under the Exchange
Act. Key employees and officers of the Companysedigible to participate in the SOP. Managemenhef€ompany believe that the SOP is
important to provide an inducement to obtain artdingthe services of qualified employees and officAt present, all the officers and
approximately 800 other key employees of the Compeen its Operating Affiliates are eligible to peiftate in the SOP. The SOP (but not
outstanding options) will terminate on the tenthigarsary of its adoption. The Company has reseth#@00,000 shares of Common Stock
for issuance upon the exercise of options undeSME.

Recipients of options under the SOP ("Optionee®)salected by the Compensation Committee. The @osgtion Committee determines
the terms of each option grant including (1) thechase price of shares subject to options, (2il#ties on which options become exercisable,
and (3) the expiration date of each option (whicdymot exceed ten years from the date of grang.ddmpensation Committee has the
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power to accelerate the exercisability of outstagdiptions at any time. The number of shares fachvbptions may be granted under the
SOP to any single Optionee during any partial drcalendar year that the SOP is in effect mayen@eed 2,000,000 (subject to adjustment
for capital changes).

The purchase price of the shares of Common Stdajesiuto options will be fixed by the Compensatidommittee, in its discretion, at the

time options are granted; provided, that (i) inevent shall the per share purchase price of arbkSt@ss than the Fair Market Value (as
defined in the SOP) of a share of Common Stockherdate of grant; (ii) in no event shall the parshpurchase price of a NQSO be less than
the lower of (A) 50% of the Fair Market Value o$laare of a Common Stock on the date of grant, Bp&20 below the aforesaid Fair Mar
Value; and (iii) in no event shall the per sharechase price of any option be less than the parevaér share of the Common Stock.

Optionees will have no voting, dividend, or othights as shareholders with respect to shares oin@omStock covered by options prior to
becoming the holders of record of such sharesoptibn grants will permit the purchase price tgbé in cash, by tendering stock, or by
brokered or "cashless" exercise. The number oeshewvered by options will be appropriately adjdsiethe event of any merger,
recapitalization or similar corporate event.

The Board of Directors of the Company may at ametterminate the SOP or from time to time make suootifications or amendments to
the SOP as it may deem advisable; provided thaBtfaed may not, without the approval of the Compashareholders, (i) increase the
maximum number of shares of Common Stock for whistions may be granted under the SOP or (ii) redlueeninimum purchase price at
which options may be granted under the SOP.

Options granted under the SOP will be evidenced tyitten option agreement between the Optioneaf@€ompany. Subject to limitatio
set forth in the SOP, the terms of option agreemwiit be determined by the Compensation Commit@e, need not be uniform among
Optionees.

The Compensation Committee made the following stqation grants to the Company's named executiveesff at an exercise price of
$10.50 per share:

Bernard L. Schwartz 1,200,000 shares, Michael Bgd#@ 800,000 shares, Michael P. DeBlasio 800,0€0&s, Nicholas C. Moren 500,000
shares and Eric J. Zahler 500,000 shares.

The following is a brief discussion of the Fedenalome tax consequences of transactions under@felfised on the Code. The SOP is not
qualified under
Section 401(a) of the Code.

No taxable income is realized by an Optionee upergrant or exercise of an 1SO. If Common Stodksaed to an Optionee pursuant to
exercise of an ISO, and if no disqualifying dispiosi of such shares is made by such Optionee withinyears after the date of grant or
within one year after the transfer of such shavesith Optionee, then (i) upon sale of such shargsamount realized in excess of the option
price will be taxed to such Optionee as a long-teapital gain and any loss sustained will be a i capital loss, and (ii) no deduction

will be allowed to the Optionee's employer for Fadléncome tax purposes.

If the Common Stock acquired upon the exercisend50 is disposed of prior to the expiration oheitholding period described above,
generally (i) the Optionee will realize ordinargcame in the year of disposition in an amount etu#the excess (if any) of the fair market
value of such shares at exercise (or, if lessatheunt realized on the disposition of such shares) the option price paid for such shares,
(i) the Optionee's employer will be entitled toddet such amount for Federal income tax purposi®imount represents an ordinary and
necessary business expense. Any further gain e tealized by the Optionee will be taxed as stewrh or long-term capital gain (or loss),
as the case may be, and will not result in any digalu by the employer.

With respect to NQSOs, (i) no income is realizechhyOptionee at the time the Option is grantefigénerally, at exercise, ordinary income
is realized by the Optionee in an amount equateadifference between the option price paid fordhares and the fair market value of the
shares, if unrestricted, on the date of exercisé the Optionee's employer is generally entitled tax deduction in the same amount subject
to applicable tax withholding requirements; ang ét sale, appreciation (or depreciation) after date of
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exercise is treated as either short-term or long-tapital gain (or loss) depending on how longshares have been held. Deductions for
compensation attributable to NQSOs (or disqualif@@s) granted to the Company's named executiveeosf may be subject to the deduct
limits of Section 162(m) of the Code, unless summpgensation qualifies as "performance-based" asatbtherein.

EMPLOYMENT AGREEMENTS

The Company has entered into an employment agreemitbnMr. Schwartz, which will expire on April 22001. Beginning April 23, 1996,
Mr. Schwartz' initial annual base salary is $956,30hd will be increased annually by the percentdgamge in a specified consumer price
index.

Pursuant to the agreement, if Mr. Schwartz is resdaas Chairman of the Board of Directors or as {wecutive Officer other than for
cause, or if his duties, authorities or responisibdl are diminished, or if there is a change oftoa (as defined to encompass the Company
becoming a subsidiary of another company, the atqun of 35% or more of the voting securities lod Company by a particular stockholder
or group, or a change in 35% of the Company's tlire@t the insistence of the shareholder group) Sdhwartz may elect to terminate the
agreement. In any such event, or upon his deatlisability, Mr. Schwartz will be entitled to receia lump sum payment discounted at 9%
per annum, in an amount equal to his base salaagjasted for defined consumer price index chafgethe remainder of the term, an
amount of incentive bonus equal to the highestivedeby Mr. Schwartz in any of the prior three yedimes the number of years (including
partial fiscal years) remaining during the termg @am amount calculated to approximate the annuapensation element reflected in the
difference between fair market value and exercisef stock options granted to Mr. Schwartz. Alch sums are further increased to offset
any tax due by Mr. Schwartz under the excise takratated provisions of Section 4999 of the InteRevenue Code.

GTL OPTIONS

On September 12, 1995, Loral granted to each ofSdnwartz and six other executives of Loral anaptd purchase 20,000 shares of GTL
common stock owned by Loral (the "GTL Options")eTATL Options were granted at an exercise prick26fper share. The closing price of
GTL common stock on the Nasdaq National Market@&ysbn September 12, 1995 was $19 per share. The@plibns were immediately
exercisable as of the date of grant, and have amouax term of 12 years from the date of grant. | éwent of the option holder's death, the
GTL Options are exercisable by the option holdestsite or beneficiary for a period of one year ftbmdate of death. Loral's obligations
under the GTL Options have been assumed by Lomd&pom in connection with the Distribution.

On December 12, 1995, Loral granted to each outliiéetor of Loral an option to purchase 20,000sba@f GTL Common Stock owned by
Loral at an exercise price of $33.375 per shareatinerwise on terms substantially identical to thfathe GTL Options described above.

COMPANY PENSION PLAN

The Company adopted a defined benefit pensiongiartrust (the "Pension Plan") that is qualifiedemSection 401(a) of the Code. The
Pension Plan will provide retirement benefits fiigible employees of the Company and the OperaAffifjates, including executive officers.
The benefit formula for executive officers for gperiod ending December 31, 1995 will generally gtevan annual benefit equal to the
greater of (A) or (B), where (A) equals

() 1.2% of compensation up to the Social Secullgge Base and 1.45% of compensation in exces® @dhial Security Wage Base for e
year of participation up to 15 years of employmehis (ii) 1.5% of compensation up to the Social 8y Wage Base and 1.75%
compensation in excess of the Social Security WBage for each year of participation in excess ofddrs of employment; and (B) equals
1.2% of average annual compensation paid during-1995 up to the 1995 Social Security Wage BaselagtePb of average annual
compensation paid during 1991-1995 in excess o1 885 Social Security Wage Base for each year wicigzation up to 15 years of
employment, plus (ii) 1.5% of average annual comspéan paid during 1991-1995 up to the 1995 Sc®éalurity Wage Base and 1.75% of
average annual compensation paid during 1991-198%dess of the 1995 Social Security Wage Basedoh
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year of participation in excess of 15 years of eyplent. The benefit for periods subsequent to Déeer81, 1995 will be based on (
above. Executive officers will also participatesisupplemental executive retirement plan (the "SERRich provides supplemental
retirement benefits due to certain reductions finement benefits under the Pension Plan thatameeaxd by various limitations imposed by
Code. Compensation used in determining benefiteuid Pension Plan and SERP primarily includesrgand bonus.

The estimated annual benefit upon retirement utidePension Plan and SERP is $2,421,000 for Miwarh, $413,000 for Mr. Targoff,
$401,000 for Mr. DeBlasio, $177,000 for Mr. Moramd&$221,000 for Mr. Zahler. This retirement benkéis been computed assuming the
employment with the Company will be continued unttmal retirement, or until the expiration of anyrrent employment agreement, if later
and (ii) current levels of creditable compensatod the Social Security Wage Base will continudnatit increases or adjustments througt
the remainder of the computation period.

SUPPLEMENTAL LIFE INSURANCE PROGRAM

The Company maintains a contributory supplemeiftaldsurance program for certain key employeeduiting Messrs. Schwartz, Targoff,
DeBlasio, Moren and Zahler. The program is fundét Wsplit-dollar" or "universal” life insurance poies which were transferred to the
Company following the Distribution Date with resp&zthe Loral employees who became employed bytirapany after the Distribution
Date. The face amounts of the policies for MesScbwartz, Targoff, DeBlasio, Moren and Zahler &6,%00,000, $1,450,000, $1,060,000,
$500,000 and $500,000, respectively.

COMMON STOCK PURCHASE PLAN FOR NON-EMPLOYEE DIRECTO RS
The Company's Board of Directors adopted the Com8tonk Purchase Plan for Non-Employee Directors (Birector Plan").

The Director Plan is designed to encourage stoakeoship by the Company's nonemployee directorafAlse date of this Information
Statement, nine non-employee directors were edidiblparticipate in the Director Plan.

Under the terms of the Director Plan, each non-egg# director of the Company is entitled to makelastion to defer up to 100% of his
annual fees and have such amounts credited toeardlediccount maintained under the plan. Partimpah the Director Plan is voluntary and
all amounts deferred are fully vested. For purpagake Director Plan, a "non-employee directordédined as a member of the Company's
Board of Directors who is not an employee of then@any or any affiliate thereof.

The Director Plan will be administered by a comegtselected by the Board (the "Committee"). The @dtae will interpret the terms and
conditions of the Director Plan and shall havepallvers necessary to do so. The Committee will filrid each director participating in the
Director Plan, promptly after the end of each cdéeryear, a statement indicating the amounts @edit the director's deferral account and
the status of his account.

The portion of a director's annual fees that hetelt® defer will be credited to his deferral aaguoas of the date such fees would otherwise
have been paid. The remaining portion of the fiegny, will be paid to the director in cash in actance with his election. Amounts so
credited during each calendar quarter will be coieeeon the last day of each calendar quarter (eatlhirector Purchase Date") into a
number of "Stock Equivalents" calculated by diviglithe amounts so credited by 95% of the fair mark&te of one share of Common Stock
on such date. Upon payment, a non-employee direglioreceive one share of Common Stock for eaatlsEquivalent so credited. With
respect to each Stock Equivalent so credited, auatrequal to any dividends declared in respeatsifare of Common Stock will be cred
to the director's deferral account as of the datd slividends are paid.

A participant in the Director Plan may elect thayments from his deferral account be made in tha faf a lump sum or in up to five annual
installments commencing on any specific day setebtethe participant which is not earlier than signths following the last Director
Purchase Date which occurred prior to the
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termination of his position as a non-employee daeof the Company, and not later than two yealisviong such termination.

Each participant may designate one or more beaeks to receive amounts to be distributed fronpaticipant's deferral account. If a
participant in the Director Plan dies before payhwdrhis deferral account is completed, the balaeeeaining in such account will be paid to
his beneficiary as soon as practicable followirg participant's death.

The Director Plan is not scheduled to expire onganyicular date. The Board of Directors may amenaklify, suspend or terminate the
Director Plan without the consent of any particiggorovided that such action may not materially addersely affect a participant's rights
with respect to amounts already credited to hismaf account.

The rights and interests of a participant in theeBior Plan may not be transferred, encumberetiaraded other than by the laws of descent
and distribution, provided that a participant magidnate a beneficiary.

No participant has any of the rights or privilegés: stockholder as a result of his participatiothie Director Plan until Common Stock
actually distributed under the plan. Moreover, im@jhin the Director Plan confers any right upon gayticipant in the plan to continue as a
member of the Board of Directors. All expenses ewsts incurred in connection with the Director Rlét be borne by the Company.

Participants in the Director Plan will generallgognize ordinary income at the time payments amdenfiiom their deferral accounts, basec
the fair market value of Common Stock and the arhofinash (if any) so paid, and the Company wiligmlly be entitled to a corresponding
deduction for tax purposes at such time.
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ITEM 12. SECURITIES OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table presents the number of shaféke@Company's common stock beneficially ownedhgydirectors, the named executive
officers, and all directors and officers as a gragf May 31, 1996. Individuals have sole voting amvestment power over the stock unless
otherwise indicated in the footnotes.

AMOUNT AND NATURE OF PERCENT
NAME OF INDIVIDUAL BENEFICIAL OWNERSHIP(1)(2) OF CLASS
Bernard L. Schwartz.......cccccocoevvvvvvivccceeees L 3,448,015(3) 1.9%
Michael B. Targoff......ccccccovvvvciviciceee. L 199,027(4) *
Howard Gittis....... —“— 6,000 *
Robert B. HOdeS.......cvvveeieiieieeeeeeeieeeeee 20,200(5) *
Gershon Kekst.....cccocovvcveiviiiiciiiceeee L 20,000 *
Charles Lazarus.......cccoocoveveeviivvcensceeees L 10,000 *
Malvin A. Ruderman........cccoeeeenvieeeeneeee L 32,000(6) *
E. Donald Shapiro.....ccccccvvvieeeiiiciieeee L 20,000 *
Arthur L. SiMON....ccoovviiiieeeiee 7,000 *
Thomas J. Stanton, Jr. ...ccceevvcvvevvici. L 24,000
Daniel Yankelovich.......c.cccovcviennicieeeee. L 30,000 *
Michael P. DeBIasio........cccocvveeiicveneanaeee L 107,462(7) *
Nicholas C. MOren......ccccccveveeeeeeniiiiiiceeee L 81,710(8)
EricJ. Zahler.....ccoooviiiiieeieneee. 82,542(9) *
All Directors and Executive Officers
as a Group (15 persons).....ccceeceveeeevascees 4,131,117(10) 2.3%

* Represents holdings of less than one percent.

(1) Includes shares which, as of May 31, 1996, bexgcquired within sixty days upon the exerciseptions (which shares are treated as
outstanding for the purposes of determining bera@f@mvnership and computing the percentage sdt)oshares held by trusts of which
Directors and their wives are trustees; sharesiehltrust in which an officer or Director is agtee; and shares held for the benefit of
officers as of April 22, 1996 in the Loral Masteavihgs Plan (the "Savings Plan™).

(2) Except as noted, all shares are owned diregtly sole investment and voting power.

(3) Includes 160,000 shares held by Mr. Schwarifg and 12,512 shares held in the Savings Plan.
(4) Includes 135 shares held in the Savings Plan.

(5) Includes 200 shares held by a trustee.

(6) Includes 12,000 shares owned jointly with Mad@rman's wife.

(7) Includes 7,462 shares held in the Savings Plan.

(8) Includes 1,310 shares held in the Savings Plan.

(9) Includes 942 shares held in the Savings Plan.

(10) Includes 24,922 shares held in the Savings.Pla

PRINCIPAL SHAREHOLDERS OF THE COMPANY, GTL, SS/L AN D K&F
AND PRINCIPAL PARTNERS OF GLOBALSTAR

COMPANY

Loral SpaceCom was formed to effectuate the Distioin. After the Distribution, Lockheed Martin hsl&eries A Preferred Stock
representing a 20% fully-diluted equity interesttie Company.

On April 23, 1996 the Company and an affiliate otkheed Martin entered into a Shareholders Agreembith establishes, among other
things, certain conditions with respect to thetieteship between the Company, on the one handl.ackheed Martin and its affiliates (the
"Subject Shareholders"), on the other hand. Theebloéders Agreement limits the ability of the SubjBhareholders, during the term of the
Shareholders Agreement to acquire any voting siesigr assets of, or solicit proxies or make aipamnouncement of a proposal of any
extraordinary transaction with respect to, the Canyp The Series A Preferred Stock issued to Lodakhgrtin may be voted without
restriction on all matters submitted to sharehader approval, except that it may not vote for ¢fection of directors. Subject Shareholc



may vote their shares of common stock on all matiacluding the election of directors, except thahe event of
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an election contest, the Subject Shareholders &greed, pursuant to the Shareholders Agreememthenawill, subject to certain exceptiol
vote any of the Company's equity securities, abiteon of the Subject Shareholders, either (fe@®mmended by the Board of Directors or
management of the Company, or (ii) in the samegntams as the holders of the Company's equityriisesivote their securities. The
Shareholders Agreement also limits the abilityhaf Subject Shareholders to transfer the equityréesuof the Company held by the Subject
Shareholders except pursuant to a registered potfitiing. The Shareholders Agreement providesithatithin one year following the date
thereof, the Subject Shareholders vote againstrangaction involving (i) a merger, consolidationrporate reorganization or similar
transaction or (ii) a sale, lease, exchange, tesrmsfother disposition of all or substantially @fllthe assets of the Company or any of its
affiliates, in either case between the Companytherone hand, and SS/L, K&F, GTL, Globalstar amtiaie other subsidiaries and affiliates
of the Company, on the other hand, the Company Bheaé the right to purchase from the Subject Si@ders all of the equity securities of
the Company held by the Subject Shareholders foica equal to $344 million plus all amounts expEhty the Subject Shareholders
following the date of the Shareholders Agreememoinnection with the acquisition of equity secest{other than acquisitions from another
Subject Shareholder) following the date of the 8halders Agreement minus any net sales proceedwegcby the Subject Shareholders
following the date of the Shareholders Agreememinnection with the sale of equity securities ¢otthan sales to another Subject
Shareholder) following the date of the Shareholdeneement. The agreement also provides that thiwfive years following the date
thereof, any transaction occurs involving

(i) a merger, consolidation, corporate reorganiatr similar transaction,

(i) a sale, lease, exchange, transfer or othgrogdision of all or substantially all of the assetdshe Company, Globalstar or any of their
respective affiliates or (iii) the liquidation oirsgolution of the Company (each of the transactamidorth in clauses (i) through (iii) referrec
as a "Triggering Transaction"), in each case, wvingl as parties, the Company or any of its afiégton the one hand, and either GTL or
Globalstar or any of their respective subsidiaoieshe other hand, Lockheed Martin shall have igjtet to purchase from the Company
(including any successor to the rights and obliyetiof the Company) a sufficient number of shafdke@Company (or such successor) to
prevent dilution at a per share price equal taf(tt)e Triggering Transaction shall occur on a dater to the first anniversary thereof, $6.00,
subject to antidilution adjustments and (y) if frigggering Transaction shall occur after the fashiversary, but prior to the fifth anniversary
thereof, 80% of the per share price of the Compapjficit in the Triggering Transaction. The Sharlgless Agreement also provides that in
the event of certain transactions, the Subjecte$tmders shall have the right to require the Compampurchase the GTL Guarantee Warr
issued to Lockheed Martin at fair market value. Bhareholders Agreement also provides that und&iceircumstances involving the
repurchase by the Company of its equity securities Subject Shareholders will sell to the Compsugh number of Company equity
securities held by them sufficient to reduce thbj&et Shareholders' ownership of Company equityrsies to 20%, at a price equal to the
repurchase price offered by the Company. If theirelpase price is less than the purchase pricaligipaid by the Subject Shareholders for
the Series A Preferred Stock, compounded at 10%mpaum, then the Subject Shareholders may, irolieselling the securities to the
Company, sell them to third parties in the markée Shareholders Agreement further provides thdéunertain circumstances and subje:
certain conditions the Subject Shareholders mayireghe Company to register under the Securitietsafty Company securities held by the
Subject Shareholders. The Company ShareholderssAgmat provides, subject to certain exceptions, thahe event of a tender offer, if
Subject Shareholders wish to sell or transfer aomf@any securities pursuant to the tender offeSthigiect Shareholders must first offer the
shares for sale to the Company. The term of thegaom Shareholders Agreement will continue untiléhdier of (x) the date on which the
voting power of the equity securities owned by $ubject Shareholders represents, on a fully-dilbtesis, less than five percent (5%) of the
total voting power,

(y) the tenth anniversary of the date of the agedor (z) a change of control the Company.

After the seventh anniversary of the date of thar&folders Agreement, the Subject Shareholderkrshad the right to propose for election
to the Board of Directors in opposition to managetisenominees the number of directors that is pitigreate to the percentage of voting
securities of the Company then held by the Sul§éetreholders and to vote in favor of their electmthe Board.

41



The Company and Lockheed Martin entered into arh&mge Agreement providing that, in the event thatGompany is required to purchi
additional shares of SS/L common stock held byAttiance Partners or the Lehman Partnerships (& TPansaction™), and such Put
Transaction requires a filing with, or the approsglany antitrust authorities having jurisdictiover the matter, the parties will cooperate to
comply with informational requirements and joindtempt to resolve any objections raised withoyt@range in Lockheed Martin's
ownership interest in the Company. If such a chasgenetheless required to obtain antitrust apgdrof/the Put Transaction, Lockheed
Martin will be required to transfer to the Compamme or all of the shares of the Company secubgegficially owned by it in exchange !
shares of GTL Common Stock or, if the use of GTInBwn Stock as consideration is inconsistent witlaioing antitrust approval for the
Put Transaction, in exchange for cash. The shdr@smpany securities so transferred will be valatthe greater of fair market value or the
original purchase price thereof in connection wiith Distribution, increased at the rate of 10%gerum, compounded annually, from the
date of the consummation of the tender offer.

GLOBALSTAR AND GTL

GTL's authorized capital stock consists of 60,000,8hares of Common Stock. As of May 31, 1996 ethneere 10,000,000 shares of
Common Stock outstanding. Except as set forth bellogre are no other persons known to GTL, based SiC filings received by the
Company, who are beneficial owners of 5% or morthefCommon Stock.

SHARES OF
COMMON STOCK PERCENT OF
NAME AND ADDRESS BENEFICIALLY OWNED COMMON STOCK
Loral Space & Communications Ltd..........ccc...... L 1,674,400(1) 16.74%

600 Third Avenue

New York, New York 10016

Cumberland Associates.......cccccoevvvvevccccccceee 621,400(2) 6.21%
1114 Avenue of the Americas

New York, New York 10036

(1) Of such amount, 340,000 represent shares ofn@onBtock subject to options granted by Loral tdade of its executive officers and
directors.
(2) As stated in filing with the SEC.

The following table presents the number of shaf€3Td. common stock beneficially owned by GTL's diters, GTL's named executive
officers, and all directors and officers of GTLagroup as of May 31, 1996. Individuals have soléng and investment power over the st
unless otherwise indicated in the footnotes.

AMOUNT AND NATURE OF PERCENT

NAME OF INDIVIDUAL BENEFICIAL OWNERSHIP(1) OF CLASS

Bernard L. Schwartz........ccccccovvvvveccccceeeee 37,600 *0p
Michael B. Targoff......cccccevvvciiicieeees 24,000 *
Michael P. DeBlasio...........ccccoevvvvvvvveneee 24,000 *
Robert B. HOdES.......cvvvvviviiiiiieeeieieeeeee 21,000 *
A. Robert Towbin........ccccovvvvie. 5,600(2) *
Douglas G. DWYI€.....ccccevviviiieiiiiieeeeeeeee e 100 *
Edward Hirshfield..........cccooovveviiiveeeee. 800(3)
Anthony J. Navarra......ccccccvcvveeeneeeenns e 1,000 *
Robert A. Wiedeman.......ccccceceevveeeeveieeeeees 850 *
All Directors and Executive Officers

as a Group (16 Persons).....cccceccveveevscceces e, 160,950 1.6%

* Represents holdings of less than one percent.

(1) Includes shares which, as of May 31, 1996, begcquired within 60 days upon the exercise dbaptgranted by Loral: 20,000 each to
Messrs. Schwartz, Targoff and DeBlasio and Hodes12®,000 to all Directors and Executive Officessaagroup. Mr. Targoff's options are
held by a trust to which he disclaims beneficiahevship.

(2) Includes 2,100 shares held in a trust, as ticwie disclaims beneficial ownership.
(3) Includes 100 shares owned by Mr. Hirshfieldfewas to which he disclaims beneficial ownership.
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The following table sets forth, as of May 31, 198értain information regarding the beneficial ovaiep of ordinary partnership interests in
Globalstar. Globalstar has been involved in ongdiisgussions with certain potential strategic pamtrand other strategic investors regarding
transactions involving, among other things, possiblestments in Globalstar Ordinary Partnershiprésts.

GLOBALSTAR, L.P.(1)

INTEREST PARTNERSHIP INTERESTS PERCENTAGE

Loral SpaceCom.....cccoovvvcciviiiiiiiiieeneaeee 17,412,783(2) 35.8%
Public Stockholders of GTL.......ccevvvveveeeeee. L 11,517,907(3) 229
QUAlCOMM. .t 3,726,000 7.9
Vodafone....ccovveveeiiiiiieeee e 3,540,000 7.5
AIrTOUCK. ... 3,000,000 6.4
Finmeccanica......ccocccceveveeeeiiiiiiiciccceeee 2,800,000 6.0
Hyundai......ooooovvviiiiiiiiiiceeeeeees 2,400,000(4) 51
Alcatel..ccooiiiiiiiiiee 2,190,000(5) 4.7
..... 1,720,000(6) 3.7
..... 1,530,000(7) 3.2
..... 1,332,540(8) 2.8
..... 600,000(9) 1.3

(1) Includes impact of the conversion of the Sdirgiand Preferred Partnership Interests issualderinection therewith and excludes the
issuance of the GTL Guarantee Warrants and thetidddi Warrants, as such warrants are not exerieisaithin 60 days. Beneficial

ownership of partnership interests has been caémlifursuant to Regulation 13d-3 under the Seeariixchange Act of 1934, as amended,
which provides that: "Any securities not outstamgdivhich are subject to such options, warrants tsigih conversion privileges shall be
deemed to be outstanding for the purpose of comgtitie percentage of outstanding securities o€ldms owned by such person but shall not
be deemed to be outstanding for the purpose of atngpthe percentage of the class by any otheiopérs

(2) Of the amount held by Loral SpaceCom (i) 2,000, partnership interests represent Loral SpaceCaliocable share of the 3,000,000
partnership interests held by Loral/DASA GlobalstaP., a joint venture between Loral SpaceComBA&A which is 66.7% owned by
Loral SpaceCom and 33.3% owned by DASA, (ii) 649,pértnership interests represent Loral SpaceCaonditect interest in 1,980,000
partnership interests held by SS/L, (iii) 1,674,4@@tnership interests represent Loral SpaceCooitknys of Common Stock of the
Company, without giving effect to the grant by LUoB@aceCom to certain of its executive officers dindctors of options to acquire an
aggregate of 340,000 shares of Common Stock (nbsigch options have yet been exercised) and (846,923 partnership interests
represent the conversion of $102.5 million printgraount Convertible Preferred Equivalent Obligasio

(3) Includes 3,192,307 partnership interests whigiiesent the conversion of the $207.5 million ggal amount of Convertible Preferred
Equivalent Obligations. Does not include partngyshierests attributed to Loral SpaceCom describexbte (2)(iii) and (iv) above.

(4) Represents Hyundai's allocable share of th@030@0 partnership interests held by Hyundai/Daaojoint venture which is 80% owned
by Hyundai and 20% owned by Dacom.

(5) Of the amount held by Alcatel, 1,470,000 paigh interests represent Alcatel's allocable sbatke 3,000,000 partnership interests held
by TESAM, which is 51% owned by France Telecom 48% owned by Alcatel.

(6) Of the amount held by DASA, 1,000,000 partngrstterests represent DASA's allocable share ®f3t000,000 partnership interests held
by Loral/DASA Globalstar, L.P.

(7) Represents France Telecom's allocable shated,000,000 partnership interests held by TESAM.
(8) Excludes 647,460 partnership interests attaibletto Loral's 32.7% interest in SS/L.

(9) Represents Dacom's allocable share of the 3)00(artnership interest held by Hyundai/Dacom.
SS/L

Each of Aerospatiale, Alcatel, Finmeccanica and BAS/ns 12.25% of the outstanding common stock d£S&hile the Company holds,

through SS/L Bermuda Ltd., the remaining 51% ofdhtstanding common stock of SS/L, its effectiverammic interest in SS/L is 32.7%.

18.3% is effectively held by the Lehman Partnershifich hold tracking stock representing 18.3%hefautstanding capital stock of SS/L
Bermuda.

K&F INDUSTRIES

Bernard L. Schwartz owns 27.12% of the capitallstifdK&F in the form of Class A common stock. Lo@baceCom owns 22.5% of K&F's
capital stock in the form of Class B common stdidke Lehman Partnerships own 48.17% of K&F's capitatk in the form of preferre



stock.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

SS/L Agreement and Subcontracts. Globalstar haseghtnto an agreement with SS/L to design, manurfactest and launch its satellite
constellation. The price of the contract consitthee parts, the first for non-recurring workagprice not to exceed $115.7 million, the
second for recurring work at a fixed price of apgmately $15.6 million per satellite (including ¢t&in performance incentives of up to
approximately $1.9 million per satellite) and thed for launch and insurance. SS/L will designildand launch the 56 satellites in
Globalstar's constellation, which are designedatwela minimum life-span of 7 1/2 years. SS/L hased)to obtain insurance on Globalstar's
behalf for the cost of replacing satellites loshat failures and any relaunch costs not coveretthéypplicable launch contract for an
estimated premium of $92 million, in certain circastances subject to an equitable adjustment in &ghiture market conditions. SS/L has
also agreed pursuant to the agreement to obtamthawehicles and arrange for the launch of Glohgtstatellites on Globalstar's behalf at an
estimated total cost of $302 million for all 56edhites, subject to an equitable adjustment intligffuture market conditions, which may, in
turn, be influenced by international political dea@ments. Termination by Globalstar of this agreetwéll result in termination fees, which
may be substantial. Such termination fees are géndéimited to SS/L's cost incurred and uncand##aobligations under subcontracts and
outstanding orders for satellite materials at ihme tof termination plus a reasonable fee.

Globalstar has granted to SS/L an irrevocable,ltpyeee, non-exclusive license to use certainliatdéual property expressly developed in
connection with the SS/L agreement provided thdk 381 not use, or permit others to use, suchiise for the purpose of engaging in any
business activity that would be in material comtiwith Globalstar. Globalstar has similarly agplehat it will not license such intellectual
property if it will be used for the purpose of dgsing or building satellites that would be in cortifen with SS/L.

SS/L has subcontracted the design and integrafitregpayload modules to Alcatel who will manufaet@lobalstar's satellite

communication equipment at a fixed price of apprately $208 million, subject to certain adjustmeisbcontracts have also been awarded
to Alenia ($202 million) for final assembly, integion and testing of the Globalstar satellites, BA$178 million) for providing Globalstar's
satellite power propulsion elements and solar afrayd Aerospatiale ($41 million) for designing amanufacturing the satellite bus structure
and communication support panels. Globalstar, 38l Hyundai have also entered into a subcontrdét ifdillion) under which Hyundai will
provide certain electronic components for the Glstaa satellites. Globalstar and SS/L have furtiggeed to support Hyundai in its efforts as
a satellite vendor, including providing trainingdatnansferring certain technological know-how toudgai at a compensation to be agreed
upon among the parties.

The agreement provides for liquidated damages eb&$tar in the event SS/L fails to supply thelstge at the times specified in the
contract. Liquidated damages of approximately $3® &re payable by SS/L for each day of delay, stilbgean overall cap of approximately
$33 million. Such liquidated damages are Globds®@rclusive remedies in the face of any delay $§ $n the delivery of the satellites or 1
any events of default specified in the agreement.

SS/L and its subcontractors have committed $310omibf vendor financing to Globalstar, of whichZEPmillion will be noninterest bearing
Globalstar will repay the nomterest bearing portions as follows: $49 millimiiéwing the launch and acceptance of 24 or morellgas, $6:
million upon the launch and acceptance of 48 orensattellites, and the remainder in equal instaltsiewner the five-year period following
acceptance of the preliminary and final Globalstarstellations. The remaining $90 million will beaterest, the payment of which will be
deferred until the Full Constellation Date or Debem31, 1998, whichever is earlier. Thereaftegriest and principal will be repaid in equal
quarterly installments during the next five years.

Qualcomm Agreement. Globalstar and Qualcomm hatereshinto an agreement providing for the desigwetbpment, manufacture,
installation, testing and maintenance by Qualcorfifour gateways, two ground operations control eesxand 100 pre-production Globalstar
Phones (the "Qualcomm Segment"). A portion of tl@C®& is being developed and manufactured by Glaal$he contract is a cost-plus-
fee
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contract that provides for payment to Qualcomm »2%b fee, along with reimbursement for costs irediin performing such contract, such
as labor, material, travel, license fees, royakied general administrative expenses. The cordfsatincludes a cost sharing arrangement for
certain technologies being developed by Qualcomiobd@star estimates the eventual total contractags to be $350 million. As manager
of Globalstar, Loral SpaceCom is bringing its mamagnt's substantial experience in the oversighosf-type contracts to insure that the
costs incurred under the Qualcomm agreement asemahle.

Except for the intellectual property contained éntain software relating to the public switchedwarks and the GOCCs (excluding any
software or technical data contained in Qualcon@D#1A technology) which will be owned by Globalst&ualcomm retains all intellectual
property in the Qualcomm Segment. However, Qualcdramgranted Globalstar an exclusive license tatsa$eDMA technology for MSS
commercial applications.

Globalstar has granted to Qualcomm an irrevocalae-exclusive, worldwide perpetual license to intelledtproperty owned by Globalstar
the Qualcomm Segment and developed pursuant QuhkEomm agreement. Qualcomm may, pursuant toguctt, use the intellectual
property for applications other than the GlobalS&gstem provided that Qualcomm may not for a peoititiree years after its withdrawal a
strategic partner or prior to the third anniversafrthe Full Constellation Date, whichever is eatliengage in any business activity that would
be in competition with the Globalstar System. Theng of intellectual property to Qualcomm descrilabdve is generally royalty free. Under
certain specified circumstances, however, Qualcamihibe required to pay a 3% royalty fee on sudeliectual property.

Qualcomm has agreed to grant at least one vendonexclusive worldwide license to use Qualcomntallectual property to manufacture
and sell gateways to Globalstar's service provideérs foregoing licenses will be granted by Qualooto one or more such vendors on
reasonable terms and conditions, which will in amgnt not provide for royalty fees in excess of @Ra gateway's sales price (not including
the approximately $400,000 in recoupment expenagahpe to Globalstar). Qualcomm has granted adie¢a manufacture Globalstar Phc

to Orbitel and has also agreed to grant simil@niges to at least two additional qualified manufi@s to enable them to manufacture and sell
the Globalstar Phones to service providers. On M2aBg; 1994, a letter agreement was entered intomgr@ualcomm, Globalstar and Hyun
pursuant to which Hyundai may elect to becomeenbee authorized to manufacture and sell Globdbstanes to service providers. Should
Hyundai so elect, it would, for a five year perfotlowing Globalstar's In-Service Date, be the esole licensee authorized to manufacture
and sell such units in South and North Korea.

Globalstar will receive a payment of approximat®400,000 on each installed gateway sold to a Gétéaservice provider. Globalstar will
also receive up to $10 on each Globalstar Phoniehwtill be payable until Globalstar's funding bit design has been recovered.

The agreement provides for liquidated damages ¢bv&@star in the event Qualcomm fails to supply@ualcomm Segment at the times
specified in the contract. Liquidated damages gfaxmately $29,000 are payable by Qualcomm fohetsy of delay, subject to an overall
cap of approximately $11 million. Such liquidatezhthges are Globalstar's exclusive remedies iratteedf any delay by Qualcomm in the
delivery of the Qualcomm Segment or for any othemgs of default specified in the agreement. Quatos obligation to license the
intellectual property necessary to manufacturevgays and Globalstar Phones to Globalstar or a-fiartly manufacturer will continue even
upon a default or breach by Qualcomm under theemggat. Termination by Globalstar of this agreeméghtresult in termination fees, which
may be substantial.

Gateway Program. Globalstar and its service propdetners intend to jointly finance the procuret@25 gateways and long-lead parts for
25 additional gateways for resale to service prengdthereby accelerating the deployment of gatewagund the world prior to the In-
Service Date. The cost of this program before fiivagn costs is expected to be approximately $160anjlof which Globalstar has agreed to
finance approximately $80 million. Globalstar exiseto recover its investment in this gateway finaggrogram from such resales.
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Qualcomm Support Agreement. A support agreementangessed into among Qualcomm, Loral and Globafstiasuant to which Qualcomm
agreed to (i) assist Globalstar and SS/L with Gkthds system design, (ii) support Globalstar lamil with respect to various regulatory
matters, including the FCC application and (iii3ias Globalstar and Loral in their marketing effortith respect to Globalstar. As
compensation for its efforts, Qualcomm would bed@Ea amount equal to the costs incurred in rendesiich support and assistance.

Contract for the Development of Satellite Operati@ontrol Centers. Globalstar has entered intaga@eanent with a subsidiary of Loral
(which following the Merger, became a Lockheed Nfesubsidiary) for the development and deliveryvad SOCCs and 33 Telemetry and
Command units for the Globalstar System. This @mttis a cost-pluee contract with a maximum price of $25.1 milliwhich includes a fe
of 12% under the contract, 6% of which would begidg at the time the costs are incurred with theaieder payable upon achievement of
certain milestones. Globalstar will own any intelleal property produced under the contract.

Contract for S-Band Beam Forming Network Engineggiodel. Globalstar entered into an agreement aisbsidiary of Loral (which,
following the Merger, became a Lockheed Martin &dibsy) for an S-Band Beam Forming Network EngimegiModel. The contract is a
firm fixed-price contract for approximately $463M00

Consulting Contracts. Globalstar has entered intsglting agreements with Vodafone for approxinya$850,000 under which Vodafone
will develop Globalstar's security architectureigesand billing system requirements. Under a cdimgyicontract estimated at $845,000, a
joint venture formed by France Telecom and Alcaglroviding Globalstar with various services irdihg engineering support at WRC *¢
quality of services studies and European regulatapport services.

OmniTRACS Services Agreement. Globalstar has gta@igalcomm the worldwide exclusive right to utilihe Globalstar System to provi
OmniTRACS-like services, including certain data-sagng and position-determination services offéng@ualcomm, primarily to fleets of
motor vehicles and rail cars and/or vessels andrsigory control and data acquisition services.|@ram will utilize the Globalstar System
in particular territories to provide its OmniTRAGIRe services if the Globalstar service providesuth region or country offers pricing that
is the most favorable rate charged by it for a caraple service and that is at least as favorabileeagricing then charged to Qualcomm for
geostationary satellite capacity in the United &taln the event Qualcomm and the service provalkto reach an agreement with respect to
such access, Globalstar has agreed to provide Qualavith access to the Globalstar System at Gltdrasmost favorable rates. To the
extent consistent with Qualcomm's prior commitme@isalcomm has also agreed to offer each Globadstaice provider certain rights of
first refusal to participate with Qualcomm in th@yision of OmniTRACS-like services using the Glisitar System in the service provider's
territory.

Office Leases. Globalstar currently leases appratehy 56,000 square feet of office space from aislidry of Lockheed Martin at a cost of
approximately $72,000 per month. This space islasirsuant to an agreement that expires in Al (with an option to extend for two
additional five year periods). Globalstar paid @ltof $650,000 and $275,000, for the calendarsy/@885 and 1994, respectively, under such
lease.

Conflicts of Interest. The Globalstar partnerstgpegment provides that Globalstar cannot enterantoagreement involving amounts in
excess of $1,000,000 with any partner, any strategitner (including any direct or indirect corgerparent of such partner or strategic
partner), any Alliance Partner or any of their exgjve affiliates unless the terms and conditiohsugh transaction have been first approved
by a vote of the disinterested partners.

Guarantee Fee and Warrants. On December 15, 1995al&ar entered into the Globalstar Credit Agrestproviding for a $250 million
credit facility. Following the consummation of thierger, Lockheed Martin guaranteed $206.3 millioG@balstar's obligation under the
Globalstar Credit Agreement, and SS/L and certtirroGlobalstar strategic partners guaranteed $ilion and $32 million, respectively,
of
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Globalstar's obligation. In addition, Loral SpaceClas agreed to indemnify Lockheed Martin for liapin excess of $150 million under
Lockheed Martin's guarantee of the Globalstar Gukdieement.

In connection with such guarantees and indemnith@iGlobalstar Credit Agreement, GTL issued toal&paceCom, Lockheed Martin,

SS/L and the other strategic partners participdtirspich guarantee or indemnity, warrants (the "@&lllarantee Warrants") to purchase
4,185,318 shares of GTL common stock. The GTL GuamWarrants have an exercise price of $26.5Gwiect to certain vesting
requirements, expire on April 19, 2003, are noteigsable until six months after Globalstar commenioéial operations unless accelerated at
the sole discretion of the managing general pagh&lobalstar and may not be transferred to thadies prior to such exercise date. In
connection with the issuance of GTL Guarantee WisraSTL received (i) warrants to acquire 4,185,8ddinary partnership interests in
Globalstar plus (ii) additional warrants (the "Atldinal Warrants") to purchase an additional 1,188 drdinary partnership interests, on te
and conditions generally similar to those of theLGJuarantee Warrants. In addition, Globalstar hes agreed to pay to Loral SpaceCom
the other guaranteeing partners a fee equal to pes%nnum of the average quarterly amount outstgnchder the Globalstar Credit
Agreement (the "Guarantee Fee").

Globalstar Managing Partner's Allocation and Digttion. Commencing on the In-Service Date, Globalatill make distributions to LQSS
equal to 2.5% of Globalstar's revenues up to $5lmplus 3.5% of revenues in excess of $500iomill Loral SpaceCom and Qualcomm
ultimately will receive 80% and 20% of such distiion, respectively. Should Globalstar incur alnses in any year following
commencement of operations, the distribution fat ffear will be reduced by 50% and Globalstar ballreimbursed for Managing Partner's
Allocations, if any, made in any prior quarter ath year, sufficient to reduce the Managing Pan&iocation for such year by 50%. Any
Managing Partner's Allocation may be deferred (witkrest at 4% per annum) in any quarter in widbbalstar would report negative cash
flow from operations if the Managing Partner's Alidion were made.

LQSS has a right to a preferred allocation of gaysarating revenue until such allocated revenueutatmely equals LQSS's distributions
payable (whether or not deferred for a shortfattash flow from operations). To the extent thatritistions exceed such allocated profit, they
will be charged against LQSS's capital accountwaitichot be allocated among the Globalstar partrsrs Globalstar expense.

Relationship with SS/L's Alliance Partners. In 189t 1992, Loral sold 49% of SS/L's equity to tHiafAce Partners and in connection
therewith entered into a stockholders agreemeat"@%/L Stockholders Agreement") governing theti@tship among the parties thereto.
Under the SS/L Stockholders Agreement, a changemfol of Loral Corporation within the meaningsafch agreement would provide each
of the Alliance Partners with the right to (i) gheir equity interests back to SS/L at fair mankalue, or

(if) purchase a pro rata share of Loral's equitgriest in SS/L for fair market value (subject toeiging certain authorizations including U.S.
government approval) and would terminate SS/L'ggabibns to pay the management fees described b#&lhile it is not certain that the
change of control provisions are applicable, then@any and SS/L are seeking an amendment to thiehstiolers agreement acknowledging
the transfer of Loral's interests in SS/L to LdakhceCom that occurred in connection with the Distion, a waiver of any applicable put ¢
purchase option rights and certain changes relédimganagement fees and reimbursement of expdnsi® event that any of SS/L's
Alliance Partners put their interests back to SS&J/L would thereby have the right to put suchrggts to Loral SpaceCom. The Company
does not expect all the Alliance Partners to esertiieir put rights in connection with the Disttibu, but, if all such put rights were
exercised, the Company believes its obligationsymmt to these rights would be less than $250anilli

In return for managing and operating SS/L, the Camyps entitled to receive an annual managementdasisting of (i) a basic management
fee equal to (a) 0.5% of SS/L's total sales forfigmal year minus SS/L's total purchases of cemainstandard equipment and (b) 1.5% of
aggregate purchases by SS/L from the Alliance Bestof products or services for such fiscal yeacl{asic management fee not to exceed
0.5% of SS/L's gross sales for such fiscal yead)(@han incentive management fee equal to (xXy0d& SS/L's gross sales if SS/L's profit
margin equals or exceeds 10.5% or (y) 0.25% of S$toss sales if SS/L's profit margin equals 7%zpa percentage determined by linear
interpolation between 0.25%
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and 0.5% of SS/L's gross sales if the profit margjipetween 7% and 10.5%. In addition to the mamage fee, SS/L is obligated to pay to
Company, subject to certain limitations, the amafrdorporate overhead which the Company allocaté&S/L as required by applicable
United States government accounting regulations.

SS/L and the Alliance Partners have agreed to @rtteteaming arrangements with respect to progasabids submitted either by SS/L or
Alliance Partners to certain customers. Subjecbtomercial practicability, such arrangements atenided to provide for a certain level of
subcontractor participation by the Alliance Parsnierprograms for which SS/L serves as prime cotdraand a certain level of subcontractor
participation by SS/L in programs for which onelod Alliance Partners serves as prime contractorodgh these teaming arrangements,
SS/L expects to achieve a greater presence in rewets in Europe and other regions and to sigmiflgancrease the volume of its
participation in the construction of commercialediites.

Relationship with Lehman Partnerships. The Lehmannérships exchanged their Series S preferre#t gtdbe holding company that held
51% of SS/L for Series S Preferred Stock (the &3e8 Preferred Stock™") of SS/L Bermuda pursuaatdimckholders agreement (the "SS/L
Bermuda Stockholders Agreement") among the Comf@8jl, Bermuda and the Lehman Partnerships. The B&#tnuda Stockholders
Agreement restricts transfers of the Series S ReafeStock and SS/L Bermuda's common stock of $84."SS/L Common Stock™), and
provides rights to purchase and requires the psecbéthe Series S Preferred Stock in certain sv&8/L Bermuda is a holding company
whose assets consist of 51% of the outstandingslwdrSS/L Common Stock and a 22.5% equity inténdS&F. The shares of Series S
Preferred Stock held by the Lehman Partnershipgsept an effective 18.3% interest in SS/L.

The terms of the Series S Preferred Stock providedach share of Series S Preferred Stock issu8&t Bermuda is entitled to receive all
cash dividends and other distributions of propegyare received by SS/L Bermuda with respect th 8154 pro rata basis. The Series S
Preferred Stock will not have any voting right wittspect to SS/L. The Series S Preferred Stockvai#é together with the common stock of
SS/L Bermuda, with each share being entitled tovare.

The SS/L Bermuda Stockholders Agreement require€timpany to provide written notice to the Lehmartrierships of certain actions
taken by SS/L. Such actions include mergers, natacquisitions or divestitures, certain change$éncapital stock of SS/L, incurrence of
material indebtedness or liens, certain transastiith affiliates, appointment of any successahtoChairman of the Board of Directors or
Chief Executive Officer of SS/L and settlement aitaerial claims. If SS/L takes one of these actitims Lehman Partnerships may require the
Company to purchase the Series S Preferred Steokhtbld by the Lehman Partnerships at a per shmohase price equal to at least the
appraised fair market value of the common stocR®i. Bermuda.

Commencing on the earlier of a change of contrdldanuary 1, 1998, the Lehman Partnerships wikklih& option to require the Company
to purchase all of the Series S Preferred Stoak ieéd by the Lehman Partnerships at a fair markiete. In addition, the Lehman
Partnerships will be entitled to require the Comptanpurchase all other securities and assetsr(tdtae cash) distributed to the Lehman
Partnerships in respect of the Series S Preferti@zkSThe Lehman Partnerships also have a spadiaption with respect to their Series S
Preferred Stock upon the failure by SS/L to mainits security clearance.

K&F Convertible Debentures. In September, 1994 Gbenpany exchanged the $30 million 14.75% pay-mdksubordinated Convertible
Debenture due 2004 (the "Debenture”) issued in 198Q&F in connection with the purchase by K&F @frtain divisions of Loral. The
Debenture was exchanged for $11.5 million in cashof expenses, and 458,994 shares of Class B oorstack of the company
representing 22.5% of the outstanding capital stfcke company. Bernard L. Schwartz, Chairman@higf Executive Officer of the
Company, holds 27.12% of the outstanding sharesjfal stock of K&F.
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ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN

(@) 1. Financial Statements

Index to Financial Statements....................
Loral Space & Communications Ltd.
Independent Auditors' Report.....................
Balance Sheet as of March 31, 1996...............
Notes to Balance Sheet...........c.ccccoeuneeee.
Loral Corporation -- Space & Communications Operati
Annual Financial Statements:
Independent Auditors' Report...................
Combined Balance Sheets as of March 31, 1996 an
Combined Statements of Operations and Invested
1996, 1995 and 1994.........ccoeevvvnrnnnnne
Combined Statements of Cash Flows for the years

Notes to Combined Financial Statements.........

Globalstar, L.P. (A development stage limited partn
Annual Financial Statements:

Independent Auditors' Report...................

Balance Sheets as of December 31, 1995 and 1994

Statements of Operations for the year ended Dec

January 1, 1994 to March 22, 1994 (pre-capital

period March 23, 1994 (commencement of operati

D REPORTS ON FORM 8-K.

F-18

ember 31, 1993 and the period from
subscription periods); for the

ons) to December 31, 1994, for the

year ended December 31, 1995 and cumulative... F-19
Statements of Partners' Capital and Subscriptio ns Receivable for the period March
23, 1994 (commencement of operations) to Decem ber 31, 1995.......cccciiieriinn. F-20
Statements of Cash Flows for the period March 2 3, 1994 (commencement of operations)
to December 31, 1994, for the year ended Decem ber 31, 1995 and cumulative......... F-21
Notes to Financial Statements.........ccceee.. e F-22

Interim Financial Statements:
Condensed Balance Sheets as of March 31, 1996 a nd December 31, 1995................ F-32
Condensed Statements of Operations for the thre e months ended March 31, 1996 and
1905 e F-33
Condensed Statements of Cash Flows for the thre e months ended March 31, 1996 and
1905 e F-34
Notes to Condensed Financial Statements........ F-35

Space Systems/Loral, Inc.
Annual Financial Statements:
Independent Auditors' Report...................
Consolidated Balance Sheets as of March 31, 199
Consolidated Statements of Income for the years

Consolidated Statements of Shareholders' Equity
1995 and 1994.......ccocvevvvineeeennene.
Consolidated Statements of Cash Flows for the y

(a) 3. Exhibits
Exhibits 10.11 through 10.13 are management conapiensplans.

EXHIBIT NUMBER

6 and 1995 F-39
ended March 31, 1996, 1995 and
.................................... F-40

for the years ended March 31, 1996,
.................................... F-41

ears ended March 31, 1996, 1995 and
.................................... F-42
.................................... F-43

DESCRIPTION

2.1 Agreement and Plan of Merger, date

Lockheed Martin Corporation and LA

d as of January 7, 1996, among Loral Corporation,
C Acquisition Corporation+

2.2 Restructuring, Financing and Distr ibution Agreement, dated as of January 7, 1996, amo
Loral Corporation, Loral Aerospace Holdings, Inc., Loral Aerospace Corp., Loral Gener
partner, Inc., Loral Globalstar L. P., Loral Globalstar Limited, the Registrant and
Lockheed Martin Corporation+

2.3 Amendment to Merger Agreement***

2.4 Amendment to Distribution Agreemen proxk

3.1 Memorandum of Association of Regis trant+

3.2 Form of Memorandum of Increase of Share Capital+

3.3 Amended and Restated Bye-laws of R egistrant***

4 Rights Agreement+
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EXHIBIT NUMBER DESCRIPTION

10.1 Tax Sharing Agreement***

10.2 Shareholders Agreement between the Registrant and Loral Corporation***
10.3 SS/L Stockholders Agreement+

10.4 Lehman Stockholders Agreement***

10.5 Amended and Restated Agreement of Limited Partnership of Globalstar, L.P.*

10.6 Subscription Agreements by and bet ween Globalstar, L.P. and each of Globalstar
Telecommunications Limited, AirTou ch Communications, Alcatel Spacecom, Loral General
Partner, Inc., Hyundai/Dacom, Voda star Limited, Loral/Qualcomm Satellite Services, L. P.
and Finmeccanica S.p.A.*

10.7 Service provider agreements by and between Globalstar, L.P. and each of AirTouch
Satellite Services, Finmeccanica S .p.A., Loral General Partner, Inc., Loral/DASA
Globalstar, L.P., Hyundai/Dacom, T E.SA.M and Vodastar Limited*

10.8 Development Agreement by and betwe en QUALCOMM Incorporated and Globalstar, L.P.*

10.9 Contract between Globalstar, L.P. and Space Systems/Loral, Inc.*

10.10 Credit Agreement among Globalstar, L.P. and various banks and Loral Guarantee+
10.11 Registrant's 1996 Stock Option Pla n+
10.12 Registrant's Common Stock Purchase Plan for Non-Employee Directors+
10.13 Employment Agreement between the R egistrant and Bernard L. Schwartz+
10.14 Exchange Agreement among the Regis trant, Lockheed Martin Corporation and Loral
Corporation***
10.15 Amendment to Partnership Agreement of Globalstar, dated March 6, 1996***
10.16 Amendment of Globalstar Credit Agr eementr**
10.17 Lockheed Martin Guarantee***
20 Documents or Statements to Shareho Iders**
21 List of Subsidiaries of the Regist rantrx*

27 Financial Data Schedule***

*Incorporated by reference to the Registratione&tent on Form S-1 filed by Globalstar Telecommuives Limited (File No. 33-86808).
**Incorporated by reference to Loral's SolicitatiBrecommendation Statement on Schedule 14D-9 datedhdy 12, 1996.

***Ejled herewith.

+Incorporated by reference to the Registrationedtant on Form 10 filed by the Company. (1-14180)

(b) Reports on Form 8-K

None
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INDEPENDENT AUDITORS' REPORT
To the Shareholders of Loral Space & Communication&td.:

We have audited the accompanying balance sheeiraf Bpace & Communications Ltd. (a Bermuda compasyof March 31, 1996. This
balance sheet is the responsibility of the Compamgnagement. Our responsibility is to expresspamian on this financial statement based
on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonabéairance about whether the financial statemeatse of material misstatement. An ai
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarsteements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, such balance sheet presents fairlg/l material respects, the financial positidri.oral Space & Communications Ltd. as of
March 31, 1996, in conformity with accounting piiples generally accepted in the United States o&Aca.

DELOITTE & TOUCHE LLP

New York, New York
June 27, 1996



LORAL SPACE & COMMUNICATIONS LTD.

BALANCE SHEET
MARCH 31, 1996
(IN THOUSANDS, EXCEPT SHARE AMOUNTYS)

ASSETS
CaSh.. e $12
TOtal @SSEtS.cvviivviiiciiievieeeee e $12
SHAREHOLDER'S E QUITY
Commitments and contingencies (Note 3)
Shareholders' equity (Note 2):
Series A convertible preferred stock, $.01 par va lue; 150,000,000 shares authorized
aNd UNISSUBM....ccciiaiiiiiiiieiieecces e $--
Series B preferred Stock, $.01 par value; 750,000 shares authorized and unissued..... -
Common stock, $.01 par value; 750,000,000 shares authorized, 12,000 shares issued and
outstanding..........eeeeeereeeeeeriniinnnns -
Paid-in capital e 12
Retained earnings......ccoccevvvieeeiniiiceees e -
Total shareholder's equity................ e $12

See notes to balance sheet.
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LORAL SPACE & COMMUNICATIONS LTD.
NOTES TO BALANCE SHEET
1. FORMATION OF LORAL SPACE & COMMUNICATIONS LTD.

Loral Space & Communications Ltd. ("Loral SpaceCamthe "Company") manages and is the largestyquiher of both Globalstar, L.P.
("Globalstar") and Space Systems/Loral, Inc. ("Sp(together, the "Operating Affiliates"). The Coany will also act as a Globalstar service
provider in Canada, Brazil and Mexico, and is eatihg additional satellite-based service opportesitLoral SpaceCom was formed to
effectuate the distribution of Loral Corporatiofilsoral") space and telecommunications businesthes"Distribution”) to shareholders of
Loral and holders of options to purchase Loral camrstock pursuant to a merger agreement (the "M§rdated January 7, 1996 between
Loral and Lockheed Martin Corporation ("Lockheedri#).

The Distribution of approximately 183.6 million ska of Loral SpaceCom common stock was made orl 2pril996 (the "Distribution
Date"). In connection with the Distribution, LocldteMartin contributed $612 million in cash to then@pany. Of the amount contributed,
$344 million represented the purchase of a 20%-iluted equity interest in the Company in thenfioof Loral SpaceCom Series A
Convertible Preferred Stock. Such stock is sulifecertain voting limitations, restrictions on tsf@r and standstill provisions. The Company
has invested its $612 million in marketable se@sgipending investment in the Company's sateliscbmmunications programs and
opportunities. The Company also holds $102.5 nmilficincipal amount of Globalstar Telecommunicatibmsited ("GTL") 6 1/2%
Convertible Preferred Equivalent Obligations andiaority non-controlling equity investment in K&mRdustries, Inc. ("K&F").

On January 12, 1996 Loral SpaceCom was incorpoesemh exempted company under the Companies Adtdf®Bermuda. As of March 3
1996, the only transaction of Loral SpaceCom wasstie of 12,000 shares of common stock to Loratofdingly, no statement of
operations or of cash flows have been presented. rasult of the Distribution, the financial statats of the space and communications
operations of Loral (presented herein) will becah®historical financial statements of the Company.

The following unaudited pro forma condensed balastmt information gives effect to the Distributenmd the purchase of GTL's Converti
Preferred Obligations as if they had occurred adarfch 31, 1996, and includes both the Space amdn@mications Operations of Loral as
well as the transfer of other assets of Loral teaL&paceCom (in thousands):

Cash and equivalents........ccccoovveevcceneee. $ 612,286
Investment in affiliates...........ccoovevevceeeee. 341,697
Total @SSetS..cccveeveiiiiiiiieeeeeeeeee e, 1,001,638
Shareholders' equity.......ccoccevvviieeennceeees 988,638

The following unaudited pro forma statement of @piens information gives effect to the Distributias if it had occurred at the beginning of
fiscal 1996, and includes both the Space and Corwations Operations of Loral and estimated add#@i@morporate expenses which would
have been incurred on a stand-alone basis, howievaccordance with SEC regulations, no interesime has been reflected on the
anticipated cash balances of the Company (in thulsa

Management fee from affiliate...........coocccccc.. L $ 5,608
Loss before income taxes and equity in net loss of affiliates..... 15,413
Equity in net loss of affiliates....................— 16,936
NELIOSS..uiiiieiiiiie e 32,349

The pro forma financial information has been predan accordance with SEC regulations and may edndicative of the results of
operations that actually would have occurred ifBistribution had been in effect on the dates iathid or results that may be obtained in the
future.
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2. SHAREHOLDERS' EQUITY

Loral SpaceCom has authorized 150,000,000 shargsrafs A Convertible Preferred Stock and 750,0@0es of Series B Preferred Stock.
Significant terms of the Series A include votinghts restricted to only selected matters such agendiquidation or sale of the company; a
liguidation preference of $.01 per share priorrio @ta participation with the Common Stock; ang dhility to convert to Common Stock
upon the receipt of certain antitrust clearancepmn sales to an unaffiliated third party. The &B Preferred Stock will, if issued, be junior
to any other series of Preferred Stock which maguiborized and issued.

Loral SpaceCom has reserved 12,000,000 sharesnofi@a Stock for future grants of options to purchetsares of stock at fair market value
as of the grant date.

3. CREDIT GUARANTEE AND OTHER COMMITMENTS

Under the Merger Agreement, Loral SpaceCom assuaedin commitments and contingencies associattdtine Loral Corporation --
Space & Communications Operations, as describexhbel

On December 15, 1995, Globalstar entered into 8 $85,000 credit agreement (the "Credit Agreemenitfl) a group of banks. Following
the consummation of the Merger, Lockheed Martinrgogeed $206.3 million of Globalstar's obligatiarder the Globalstar Credit
Agreement, and SS/L and certain other Globalstategfic partners guaranteed $11.7 million and $Bi®m respectively, of Globalstar's
obligation. In addition, Loral SpaceCom has agrteeddemnify Lockheed Martin for liability in exce®f $150 million under Lockheed
Martin's guarantee of the Globalstar Credit Agreme

In connection with such guarantees and indemnith@iGlobalstar Credit Agreement, GTL issued toal&paceCom, Lockheed Martin,
SS/L and the other strategic partners participatiregich guarantee or indemnity, warrants (the "@illarantee Warrants") to purchase an
aggregate of 4,185,318 shares of GTL common stifakhich Loral SpaceCom received a warrant to paset942,428 shares. The GTL
Guarantee Warrants have an exercise price of $28rBGubject to certain vesting requirements,rexgm April 19, 2003, are not exercisable
until six months after Globalstar commences inibpérations unless accelerated at the sole disoretithe managing general partner of
Globalstar and may not be transferred to thirdigsurior to such exercise date. In connection withissuance of GTL Guarantee Warrants,
GTL received (i) warrants to acquire 4,185,318 mady partnership interests in Globalstar plus

(i) additional warrants (the "Additional Warrangb purchase an additional 1,131,168 ordinaryraiship interests, on terms and conditions
generally similar to those of the GTL Guarantee M#ats. In addition, Globalstar has also agreedtolmral SpaceCom and the other
guaranteeing partners a fee equal to 1.5% per ahtine average quarterly amount outstanding utidetlobalstar Credit Agreement.

Under a shareholders agreement among SS/L's equéstors, a change of control of Loral SpaceCothiwithe meaning of such agreement
would provide each of SS/L's equity investors othan Loral SpaceCom (the "Alliance Partners") whith right to (i) put their equity
interests back to SS/L at fair market value, grgiirchase a pro rata share of Loral SpaceComltyenterest in SS/L for fair market value
(subject to receiving certain authorizations inahgdJ.S. government approval). In the event thgt@SS/L's Alliance Partners put their
interests back to SS/L, Loral SpaceCom will acqsireh interests.

Certain partnerships affiliated with Lehman Brothbrc. (the "Lehman Partnerships") hold Seriese®dPred Stock of a Loral SpaceCom
subsidiary. Each share of Series S Preferred Stgmiesents a beneficial interest in one share mfeon stock of SS/L. If the Lehman
Partnerships continue to hold the Series S Pref&teck after January 1, 1998, or after a changemtrol of Loral SpaceCom, they will ha
the right to request that the Company purchase 8ezies S Preferred Stock at fair market valusuich event, the Company may elect to
purchase such Series S Preferred Stock at fairehasghue, or if the Company elects not to purchihsestock, the Lehman Partnerships may
require the combined interests of the Company had.ehman Partnerships in SS/L to be sold to d fiarty.

The Company adopted a defined benefit pensiontpl@novide retirement benefits to eligible emplayeéthe Company and its Operating
Affiliates. The plan will receive the assets anduase the obligations of such employees currently by other benefit plans of Loral.
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INDEPENDENT AUDITORS' REPORT

To the Shareholders and Board of
Directors of Loral Corporation:

We have audited the accompanying combined baldrests of the Space & Communications OperationddlL.Corporation as of March &
1996 and 1995, and the related combined staternépfserations and invested equity and of cash flfmweach of the three years in the
period ended March 31, 1996. These financial statesnare the responsibility of Loral Corporatiananagement. Our responsibility is to
express an opinion on these financial statemersisdoan our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such combined financial statememésent fairly, in all material respects, the ficiahposition of the Space &
Communications Operations of Loral Corporation @réh 31, 1996 and 1995, and the results of tharaijwns and their cash flows for each
of the three years in the period ended March 32618 conformity with generally accepted accountimigpciples.

DELOITTE & TOUCHE LLP

New York, New York
June 27, 1996



LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
COMBINED BALANCE SHEETS
(IN THOUSANDS)
MARCH 31,
1096 1995
ASSETS
Investment in affiliates.........cccceeeeeeeeece. s $339,272 $250,977
Other @SSetS...ccccviiiiiiiiiiiieeee i s 9,800
Deferred iNCOME taXeS....cccvvvveeiiiviieeeeeees e 5,312 842
Total aSSetS...uuvveveeeeeeeiiieieeeeeeee s ;égl,-ssz--;£51,819
LIABILITIES AND INVE STED EQUITY
Commitments and contingencies (Note 7)
Invested qUItY......cccovviiiiiiecieeeeeeee e $354,384 $251,819
Total liabilities and invested equity.... $354,384 $251,819

See notes to combined financial statements.



LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS

COMBINED STATEMENTS OF OPERATIONS AND INVESTED EQUI TY
(IN THOUSANDS)

FOR THE YEARS ENDED MARCH 31,

1996 1995 1994

Management fee from affiliate..........cccccoeeeec.. L $ 5608 $ 3,169 $ 2,981
Allocated costs and expenses, net.................. (3,021) (3,202) (2,583)
Gain on exchange of affiliate's debentures.........

Allocated interest eXpense......cccccveeeeeveeeeee e (10,524) (9,456) (8,253)
Income (loss) before income taxes and equity in net

(loss)

of affiliates........cccccvvvevveveninnennnnnn, 2,025 (7,855)

Provision (benefit) for income taxes...............

910 (2,987)

Income (loss) before equity in net income (loss) of
affiliates.......cccooecveeiii e

............ (5,157) 1,115 (4,868)
Equity in net income (loss) of affiliates..........

............ (8,628) (8,988) 1,174

Nt l0SS....ovveiiriiiee e
Invested equity -- beginning of year...............
Advances from Loral Corporation....................

(13,785) (7,873) (3,694)
251,819 159,198 137,017
116,350 100,494 25,875

Invested equity -- end of year..........ccoceeeee. L $354,384 $251,819 $159,198

See notes to combined financial statements.
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS

COMBINED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

FOR THE YEARS ENDED MARCH 31,

1996 1995 1994

Cash flows from operating activities:

NEtIOSS..uiiiiiiiie e $(13,785) $(7,873) $(3,694)

Equity in net loss (income) of affiliates......... .. 8,628 8,988 (1,274)

Tax benefit of Globalstar partnership losses..... ... 8,308 7,083

Deferred income taxes......ccocccevvvvveeeeneeee L (4,470)  (5,123) 4,281

Gain on exchange of affiliate's debentures....... ... (11,514)
Net cash used in operating activities............... ... (1,319) (8,439) (587)
Investing activities:

Payment for Globalstar option territory.......... . ... (9,800)

Cash received on exchange of affiliate's debentur es..... 11,514

Investment in affiliates.........ccooceeeeeeeee. L (105,231) (103,569) (25,288)

Net cash (used in) provided by investing activites ... (115,031) (92,055) (25,288)

Financing activities:

Advances from Loral Corporation..........cceeee.. L 116,350 100,494 25,875
Net cash provided by financing activities........... ... 116,350 100,494 25,875
Net change incash.......cccocevvvevvvccceevceees $ - $ - $ -

See notes to combined financial statements.

F-9



LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS
1. FORMATION OF LORAL SPACE & COMMUNICATIONS LTD.

Loral Space & Communications Ltd. ("Loral SpaceCamthe "Company") manages and is the largestyquiher of both Globalstar, L.P.
("Globalstar") and Space Systems/Loral, Inc. ("SpB(together the "Operating Affiliates"). The Conmgawill also act as a Globalstar service
provider in Canada, Brazil and Mexico, and is eatihg additional satellite-based service opportesitLoral SpaceCom was formed to
effectuate the distribution of Loral Corporatiofilsoral") space and telecommunications businesthes"Distribution”) to shareholders of
Loral and holders of options to purchase Loral camrstock pursuant to a merger agreement (the "M§rdated January 7, 1996 between
Loral and Lockheed Martin Corporation ("Lockheedri#).

The Distribution of approximately 183.6 million ska of Loral SpaceCom common stock was made orl 2pril996 (the "Distribution
Date"). In connection with the Distribution, LocldteMartin contributed $612 million in cash to then@pany. Of the amount contributed,
$344 million represented the purchase of a 20%-iluted equity interest in the Company in thenfioof Loral SpaceCom Series A
Convertible Preferred Stock. Such stock is sulifecertain voting limitations, restrictions on tsf@r and standstill provisions.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying combined financial statementscethat portion of the space and communicatioastasind operations (the "Space &
Communications Operations") included in Loral'ddrigal financial statements that will be spun-ofioral SpaceCom.

Certain other non-operating assets of Loral westituted to Loral SpaceCom on the Distributiondd&towever, those assets, consisting of
certain fixed assets and other miscellaneous as&ate not been included in the accompanying fiileustatements since those assets have
been principally used in the Loral operations aegpliby Lockheed Martin.

Investment in Affiliates

Investment in affiliates are accounted for usirg élquity method. Income and losses of the affdiate recorded based on Loral's beneficial
ownership interests. Intercompany profits arisirggT transactions between affiliates are eliminateithe extent of the Company's beneficial
interests. Equity in losses of affiliates is natagnized after the carrying value has been redt@edro, unless guarantees or other obligal
exist.

Allocation of Certain Expenses

The Space & Communications Operations as preséatesin, include allocations and estimates of ceeapenses of Loral based upon
estimates of actual services performed by Loraké aimount of corporate office expenses reflectalése financial statements have been
estimated based primarily on the allocation methmgioprescribed by government regulations pertginingovernment contractors, which
management of Loral believes to be a reasonaleatibn method. However, the financial position eesllts of operations, as presented
herein may not be the same as would have occuagdhe Space & Communications Operations beendapéndent entity.

Interest Expense

Interest has been allocated to the Space & Commtiois Operations based upon Loral's historicaptiteid average debt cost applied to the
average investment in affiliates for each periodiclv management
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUE D)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) of Loral believes to be a reasonable allmsamethod.
Interest related to the investment in Globalstargo the commencement of operations has beetatiapd.

Income Taxes

The Space & Communications Operations are incluiéoe consolidated U.S. Federal income tax retumth certain combined and separate
state and local income tax returns of Loral. Howgefa purposes of these financial statementsptbgision (benefit) for income taxes is
computed as if the Space and Communications Opegatvere a separate taxpayer; accordingly, theigioov(benefit) for income taxes is
based upon reported income (loss) before inconestaXurrent income tax liabilities (benefits) aoasidered to have been paid (received) by
Loral and are recorded through the invested equtpunt with Loral. Deferred income taxes reflbet tax effect of temporary differences
between the carrying amount of assets and liaslitdr financial and income tax reporting and asasured by applying tax rates in effect at
the end of each year.

3. INVESTMENT IN AFFILIATES

Investment in affiliates is summarized as followsthousands):

MARCH 31,
1996 1995
SS/Luiiiiiii e e, $144,051 $140,007
Globalstar......ccooovveiiciiciiieeeeee s 195,221 110,970
K&F oo e 22,937 24,290
Deferred K&F gain.......cccoovevviivccnniceeees . (22,937) (24,290)

$339,272 $250,977

Equity in net income (loss) of affiliates consisfgin thousands):

YEARS ENDED MARCH 31,

1996 1995 1994

SS/Luiiiiici e $ 4,044 $ 1,816 $1,174
Globalstar.......cccoovvviiiiiicicieeee L (20,980) (17,887)
Tax benefit of Globalstar partnership losses....... ... 8,308 7,083

$(8,628) $(8,988) $1,174

GLOBALSTAR

In March 1994, Loral and seven other partners ntagéal commitments totaling $275,000,000 to Glstzal a limited partnership of which
Loral is the managing general partner, which ptangesign and
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUE D)

3. INVESTMENT IN AFFILIATES (CONTINUED) operate aavldwide satellite-based telecommunications sydtée "Globalstar

System"). On January 31, 1995, the U.S. Federalmamtations Commission issued a license to constiaimnch and operate the Globalstar
System. The Globalstar System, consisting of 48davth-orbit satellites and 8 in-orbit spares, wifer voice, data, paging and geolocation
services to both handheld and fixed terminals. Lasahe managing general partner of Globalstaniiled to receive a managing partner's
allocation, upon commencement of commercial opematidetermined in accordance with the partnemsgiipement.

At March 31, 1994, Loral had an effective 42% eguiterest in Globalstar and had a total capitaheotment of $107,000,000, of which
$25,288,000 had been funded. The remaining commitmas funded in two installments, in November 1884 March 1995.

At March 31, 1996 and 1995, Loral has a 32.3% eg#tein Globalstar. In fiscal 1995, Globalstar reedi$479,500,000 in equity from Loral
and Globalstar's other partners including GTL, Blisicompany that acts as a general partner of &stdr. Loral has contributed
$126,816,000 to Globalstar, including $32,316,0001{674,400 shares of common stock of GTL. At M&Bt, 1996, the market value, ba
on the last reported sales price of Loral's GTL gmn shares was $88,743,200. As a result Loral hadfactive ownership of 15,188,400
ordinary partnership interests of the total 47,000,Globalstar ordinary partnership interests anting. In March 1996, Loral purchased
$100,000,000 principal amount of GTL 6 1/2% ConibéetPreferred Equivalent Obligations for $97,0@0@0The GTL Convertible Preferred
Equivalent Obligations must be redeemed by GTL @rdii 1, 2006 and may be converted, at Loral's np&ibany time into 1,538,461 sha
of GTL common stock. At March 31, 1996, Loral'séstment in Globalstar of $195,221,000 includes Za®,000 of capitalized costs,
principally interest, and is net of Loral's shafé&tobalstar's cumulative pre-tax losses of $38,860.

In September 1995, Loral, in its capacity as mamgageneral partner, granted certain directors &fickos options to purchase 340,000 sh:
of the GTL Common Stock owned by Loral at a weigragerage exercise price of $27.87 (such prices gerater than or equal to the
market price at grant date). Such options are inaelgt exercisable, and expire 12 years from datgrant: no options were exercised or
cancelled during the year.

Globalstar has awarded SS/L the prime contracesiga, construct and launch the satellite constetlaSS/L has awarded and expects to
award subcontracts to third parties, including otheestors in Globalstar, for substantial portiohsts obligations under the contract.
Through SS/L, Loral has an additional 1.4% indiiatgérest in Globalstar.

The Globalstar System has an estimated total ¢&2.2 billion for capital expenditures, developrheasts and operating costs through the
end of 1998, when full commercial service is schedlto commence. Globalstar has obtained a totdl ¢f billion of financing through
March 31, 1996, consisting of $480 million of equi$310 million of vendor financing, a $250 millitwank credit facility, commitments for
$33 million of service provider advance paymentt,proceeds of $290 million from the sale of GTL/8% Convertible Preferred Equival
Obligations (the "Securities") and on April 3, 198& additional $9.7 million net proceeds from daelitional sale of the Securities.
Globalstar estimates that it will require an adxdiél $414 million to complete its external finargirequirements and that its remaining
financing requirement will come from a combinatmfsources, including advance payments from semiogiders, anticipated payments
associated with the sale of Globalstar Phones atehgys, placements of limited partnership intsresth new and existing strategic
investors and from net service revenues from inbierations.
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUE D)
3. INVESTMENT IN AFFILIATES (CONTINUED) SS/L

SS/L, a company owned by Loral and four internati@erospace and communications companies (thah&k Partners"), designs and
produces geosynchronous and low-earth orbit satellind subsystems for communications, remote santsing and direct-toeme broadca
television. Loral, through its wholly owned subsidés Loral Aerospace Holdings, Inc. ("LAH") andrabAerospace Corp. ("Loral
Aerospace"), owns 51% of the common stock of SGArtain partnerships affiliated with Lehman Brotheioldings Inc. (the "Lehman
Partnerships") own 627.3 shares of LAH Series $Rexl Stock. Each share of Series S Preferreck $épresents a beneficial interest in one
share of common stock of SS/L.

Due to the LAH Series S Preferred Stock held byl #leman Partnerships, Loral has an effective 32géfomic interest in SS/L. Further,
LAH and Loral Aerospace have agreed not to caugk t8Sake certain actions without the concurreotthree, or in some cases all, of the
SS/L directors appointed by the four other equityestors. Accordingly, Loral accounts for its intvesnt in SS/L under the equity method.

K&F

In 1989, Loral sold certain of its divisions to K&&r cash of $430,000,000 and a $30,000,000 14 g&@4in-kind Subordinated Debenture
due 2004 (the "Debenture"). K&F was formed spealficto effect the purchase of these divisions tiglothe issuance of approximately
$400,000,000 of debt, including the Debenture, 6 000,000 of equity. Because K&F was highly-leged, uncertainties existed at the
time regarding the ultimate collectibility of theePenture and, accordingly, Loral deferred any gatognition from the sale relating to the
Debenture, as well as any pay-in-kind interest@zuan the Debenture. In September 1994, the Detsewias exchanged for $11,514,000 in
cash, net of expenses, and a 22.5% voting equiyest in K&F. The cash proceeds were recordednamaecurring gain representing the
receipt of sale proceeds deferred in the 1989 aictims1. The 22.5% voting equity interest was reedrdt estimated fair value, determined by
independent investment bankers engaged by the Boald of Directors. Based on the financial positid K&F at the time of the exchange,
Loral has continued to record a deferred gainHer25,000,000 estimated fair value of the stockived. Loral is using the equity methoc
accounting for its investment in K&F and accordindioth the investment in K&F and the related deférgain have been adjusted by Loral's
share of net loss and amortization, over a 35 gedod, of goodwill inherent in the fair value reded. However, no equity income will be
recognized until K&F has positive net worth. Thea@man of Loral is a principal shareholder of K&Rdaafter the exchange owns
approximately 27% of K&F. In addition, certain exége officers of Loral own rights to purchase appmately 4% of K&F's capital stock.
Summarized financial information for K&F as of Mar81, 1996 and 1995 and for the years then endesifisllows, respectively: Current
assets $101,804,000 and $104,914,000; Noncurrsetsa$313,233,000 and $324,160,000; Current lisgsil$65,477,000 and $56,889,000;
Long-term debt $294,000,000 and $310,000,000; ftrement benefits other than pensions $75,390a@@0577,717,000; Other noncurrent
liabilities $20,871,000 and $19,216,000; Sales $282.000 and $238,756,000; Cost of sales $180,88%0d $164,697,000; and Net loss
$1,406,000 and $10,173,000.

4. MANAGEMENT FEES AND ALLOCATION OF CORPORATE EXMESES

Pursuant to stockholder and partnership agreememtsl is responsible for managing the operatidnS®/L and Globalstar. Such agreements
indicate the amounts that can be charged to Glaivaded SS/L in return for such services. In theeaaf Globalstar, Loral is entitled to rece

a management fee upon commencement of commeraehtigns. In the case of SS/L, Loral can chargeaaagement fee based on a formula
related to sales and an allocation of certain aelhcosts. The Chairman of Loral and certain aéxescutive officers receive compensation
from K&F for rendering advisory services to K&F.
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUE D)

4. MANAGEMENT FEES AND ALLOCATION OF CORPORATE EXMESES (CONTINUED) The following summarizes the maeragni
fee and allocated costs and expenses, net reflecthd statement of operations (in thousands):

YEARS ENDED MARCH 31,

Management fee from affiliate.............coo..... ... $5,608 $3,169 $2,981
Allocated costs and expenses.........ccccoeeeeeeeee $6,448 $6,489 $6,095
Allocated costs and expenses charged to affiiates. ... (3,427) (3,287) (3,512)
Allocated costs and expenses, néet..........coo.... . ... $3,021 $3,202 $2,583

5. RELATED PARTY TRANSACTIONS

In addition to the transactions described in Noteotal has a number of other transactions witlaffdiates. Loral believes that the
arrangements are as favorable to Loral as coutibtained from unaffiliated parties. The followingstribes the related-party transactions
included in the financial statements of the affédm

Two of Loral's divisions have entered into contsatdtaling $28,744,000, to construct a portiothef Globalstar System. Sales to Globalstar
for the years ended March 31, 1996 and 1995 wed83800 and $7,429,000, respectively.

LAH bills certain operational, executive, adminddive, financial, legal and other services to S&id SS/L charges LAH certain overhead
costs. Net costs billed to SS/L were $7,066,00(6 #8000 and $5,934,000 in 1996, 1995 and 199@eontisely. In addition, Loral
Corporation sells products to SS/L; net sales tth 8&re $27,132,000, $26,528,000 and $15,769,00®96, 1995 and 1994, respectively.
LAH and SS/L have a tax sharing agreement whereltgio tax liabilities and benefits are shared edply.

Loral and K&F have agreements covering various pegperty occupancy arrangements and agreemenés wihich Loral and K&F provide
certain services, such as benefits administratieasury, accounting and legal services to eadtrofthe charges for these services, as agree
to by Loral and K&F, are based upon the actual castrred in providing the services without a profihese transactions between Loral and
K&F were not significant.

6. INCOME TAXES
The provision (benefit) for income taxes consigtthe following (in thousands):

YEARS ENDED MARCH 31,

Current:
US.Federal....cccooiiiiiiiiiiiiaiceeee $(5,772) $3,730 $(6,490)
State and local..........coooccvvvvivveeeee. L (660) 426  (778)
(6,432) 4,156 (7,268)
Deferred, principally U.S. Federal.........ccco.... ... 3,652 (3,246) 4,281
Total provision (benefit) for income taxe ST $(2,780) $ 910 $(2,987)

The provision for income taxes excludes a curraxtienefit of $186,000 and $5,206,000 for 1996 B985, respectively, and a deferred tax
benefit of $8,122,000 and $1,877,000 for 1996 éfblrespectively related to the Globalstar pasimigrioss which is included in equity in
loss of affiliates.
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUE D)

6. INCOME TAXES (CONTINUED) A reconciliation fronhe statutory U.S. Federal income tax rate to LBmceCom's effective income
tax rate follows (in thousands):

YEARS ENDED MARCH 31,

Statutory U.S. Federal income tax rate.............. ... (35.0)0% 35.0% (35.0)%
State and local income taxes, net of Federal income tax..... 400 40 (4.2
Undistributed income of affiliates................~ ... 4.0 7.0 1.

Other, Net....coooviiiiieeeeeeee (1.1)

Effective income tax rate.......ccccceeevevveeeeee (35.0)0% 44.9% (38.0)%

The deferred tax (asset) liability on the accomjpampalance sheet arises from the tax effect ofehgorary differences between the
carrying amount of investment in affiliates fordimcial and income tax reporting.

7. COMMITMENTS AND CONTINGENCIES

Under a shareholders agreement among SS/L's equéstors (see Note 3), a change of control of LBaceCom within the meaning of
such agreement would provide each of SS/L's AlkaRartners with the right to (i) put their equityerests back to SS/L at fair market value,
or (ii) purchase a pro rata share of Loral Space€eunuity interest in SS/L for fair market valual{iect to receiving certain authorizations
including U.S. government approval). While it ig mertain that the change of control provisionsapplicable, Loral and SS/L are seekinc
amendment to the shareholders agreement to ackiigevtee proposed transfer of Loral's interest il $&Loral SpaceCom as contempla
by the Distribution Agreement and a waiver of spahand purchase option rights. In the event thytad SS/L's Alliance Partners put their
interests back to SS/L, Loral SpaceCom will acqsireh interests.

In addition, if the Lehman Partnerships continubdtd LAH Series S Preferred Stock (see Note 3rafanuary 1, 1998, or after a change in
control of Loral, they will have the right to recaie¢hat Loral purchase their Series S PreferredkSabfair market value. In such event, Loral
may elect to purchase such Series S Preferred &tdak market value, or if Loral elects not taghiase the stock, the Lehman Partnerships
may require the combined interests of Loral and_#leman Partnerships in SS/L to be sold to a théndy.

Globalstar Credit Agreement

On December 15, 1995, Globalstar entered into 8 $898,000 credit agreement (the "Credit Agreemenith) a group of banks. Following
the consummation of the Merger, Lockheed Martinrgogeed $206.3 million of Globalstar's obligatiarder the Globalstar Credit
Agreement, and SS/L and certain other Globalstategfic partners guaranteed $11.7 million and $Bm respectively, of Globalstar's
obligation. In addition, Loral SpaceCom has agieeddemnify Lockheed Martin for liability in exce®f $150 million under Lockheed
Martin's guarantee of the Globalstar Credit Agreme

In connection with such guarantees and indemnith@iGlobalstar Credit Agreement, GTL issued toal&paceCom, Lockheed Martin,
SS/L and the other strategic partners participatiregich guarantee or indemnity, warrants (the "@illlarantee Warrants") to purchase an
aggregate of 4,185,318 shares of GTL common stafakhich Loral SpaceCom received a warrant to paset942,428 shares. The GTL
Guarantee Warrants have an exercise price of $2érBGubject to certain vesting requirements,rexgi April 19, 2003, are not exercisable
until six months after Globalstar commences initipérations unless
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LORAL CORPORATION -- SPACE & COMMUNICATIONS OPERATI ONS
NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUE D)

7. COMMITMENTS AND CONTINGENCIES (CONTINUED) accetsted at the sole discretion of the managing gépearéner of

Globalstar and may not be transferred to thirdigsugrior to such exercise date. In connection withissuance of the GTL Guarantee
Warrants, GTL received (i) warrants to acquire 8,388 ordinary partnership interests in Globalptas

(i) additional warrants (the "Additional Warrangb purchase an additional 1,131,168 ordinaryraiship interests, on terms and conditions
generally similar to those of the GTL Guarantee M#as. In addition, Globalstar has also agreedatotp Loral SpaceCom and the other
guaranteeing partners a fee equal to 1.5% per amhtine average quarterly amount outstanding utideGlobalstar Credit Agreement.
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INDEPENDENT AUDITORS' REPORT
To the Partners of Globalstar, L.P.:

We have audited the accompanying balance she&bbélstar, L.P. (a development stage limited masghip) as of December 31, 1995 and
1994, and the related statements of operationsgyal capital and subscriptions receivable antl lawss for the period from March 23, 19
(commencement of operations) to December 31, lib@4ear ended December 31, 1995 and cumulativehaVe also audited the
accompanying statements of operations for the eeded December 31, 1993 and the period from Jariyd§94 to March 22, 1994 (pre-
capital subscription period). These financial stagats are the responsibility of the Partnershigliaagement. Our responsibility is to express
an opinion on these financial statements basedioaudits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such financial statements presainlyf, in all material respects, the financial giwsi of Globalstar, L.P. at December 31, 1995
and 1994, and the results of its operations anchgh flows for the periods stated above in conityrmith generally accepted accounting
principles.

DELOITTE & TOUCHE LLP
San Jose, California

January 26, 1996

(March 6, 1996 as to Note 11)
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

BALANCE SHEETS
(IN THOUSANDS)

DECEMBER 31,

1995 1994
ASSETS
Current assets:
Cash and cash equivalents..........cccceeceeee. e $71,602 $ 73,560
Other current @ssetS.......coocevvvcieeennceee e 506 190
Total current @ssetsS......cccvvveeeeeeeee e 72,108 73,750
Property and equipment, net.......ccccccevvceeeee. e 1,509 1,004
Globalstar System Under Construction:
SPace SEUMENt...ccvvieieeeeeeeieiicceee e, 348,434 59,335
Ground SEgMENt....ccoiviiiieeiiiiiieeeiieees s 51,823 12,661
400,257 71,996
Deferred FCC license COStS.......ccocvvevvccs e 7,056 4,521
Deferred financing COStS......ccccovvvevncccecees e 24,461 -
Total @SSetS..cvvvvvieiiiiievieieeeee e $505,391 $ 151,271
LIABILITIES and PARTNERS' CAPITAL
Current liabilities:
Payable to affiliates $ 34,987
Accrued expenses 3,340
Total current liabilities................... 38,327
Deferred revenues............. --
Vendor financing liability --
Commitments and contingencies (Notes 4,5,6,7,9 and
Partners' Capital:
General partners (28,000 interests outstanding at December 31, 1995
and 18,000 interests outstanding at December 3 1, 1994)........... 173,118 26,487
Limited partners (19,000 interests outstanding).. L. 191,119 220,237
WaITANTS....cooiiiiiiiiiiiieieceeeeees s 22,601 --
386,838 246,724
Less subscriptions receivable..........c.c...... L - (133,780)
Total partners' capital..........ccoeeeeeee. s 386,838 112,944
Total liabilities and partners' capital..... L $505,391 $ 151,271

See notes to financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

STATEMENTS OF OPERATIONS
(IN THOUSANDS)

YEAR ENDED DECEMBER 31, 1994
MARCH 23
PRE-CAPITAL SUBSCRIPTION P ERIOD
---------------------------------- (COMMENCEMENT OF (
YEAR ENDED JANUAR Y1TO OPERATIONS) TO YEAR ENDED
DECEMBER 31, 1993 MARCH 2 2,1994 DECEMBER 31,1994 DECEMBER 31, 1995 D
Operating expenses:
Development costs... $ 6,140 $4, 057 $21,279 $62,854
Marketing, general
and
administrative... 5,370 2, 815 6,748 17,372
Total operating
expenses............ 11,510 6, 872 28,027 80,226
Interest income....... - - 1,783 11,989
Net loss.............. $11,510 $6, 872 $26,244 $68,237

See notes to financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

STATEMENTS OF PARTNERS' CAPITAL AND SUBSCRIPTIONS R ECEIVABLE
(IN THOUSANDS)

Partners' Capital

GENERAL  LIMITED
PARTNERS PARTNERS WARRANTS  TOTAL

Capital subscription, March 23, 1994
(18,000 interests -- general partner, and

18,000 interests -- limited partners)..... $50,000 $225,000 $275,000
Cost of raising capital...............c.oeee. (1,200) (1,200) (2,400)
Net losses -- pre-capital subscription period:

Year ended December 31, 1993................. (5,755)  (5,755) (11,510)

January 1, 1994 to March 22, 1994............ (3,436) (3,436) (6,872)
Net loss -- March 23, 1994 (commencement of

operations) to December 31, 1994............. (13,122) (13,122) (26,244)

Capital subscription, December 31, 1994
(1,000 partnership interests -- limited

PArtNer)......cccccvvvvieeeeieeeeeeeeennn -- 18,750 18,750

Capital balances, December 31, 1994............ 26,487 220,237 246,724
Sale of interests to GTL, February 22,1995

(10,000 general partnership interests)....... 185,750 -- 185,750
Warrant agreement in connection with debt

QUAraNtee......ccoveeieieeeiie e - - $22,601 22,601
Net loss -- Year ended December 31, 1995....... (39,119) (29,118) - (68,237)
Capital balances, December 31, 1995............ $173,118 $191,119 $22,601 $386,838

Subscriptions Receivabl e

Capital subscriptions:

March 23, 1994........cccccovviivienn $50,000 $225,000 $275,000

December 31, 1994 - 18,750 18,750

Total subscriptions...........cccceeeenee 50,000 243,750 293,750

Cash received........ccccccveveeeeeiinnnnn, (23,691) (124,970) (148,661)

Credit for pre-capital subscription costs.... (11,309) - (11,309)

(35,000) (124,970) (159,970)

Subscriptions receivable, December 31, 1994.... 15,000 118,780 133,780

Cash received........c.coccvvenienncnnen. (15,000) (118,780) (133,780)
Subscriptions receivable, December 31, 1995.... $ - $ - $ -

See notes to financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

MARCH 2 3, 1994
(COMMENC EMENT OF CUMULATIVE MARCH 23,
OPERATI ONS) TO (COMMENCEMENT OF
DECEMB ER 31, YEAR ENDED OPERATIONS) TO
19 94 DECEMBER 31, 1995 DECEMBER 31, 199
Cash flows from operating activities:
NetloSS......oovvvveiiiiiiieiieen $(26 ,244) $ (68,237) $(94,481)
Deferred revenues..............coe..... -- 21,913 21,913
Depreciation and amortization........... 115 398 513
Changes in operating assets and
liabilities:
Other current assets................. -- (506) (506)
Payable to affiliates................ 637 5,722 6,359
Accrued expenses.............c....... 2 ,440 2,342 4,782
Net cash used in operating activities..... (23 ,052) (38,368) (61,420)
Investing activities:
Globalstar system under construction.... (71 ,996) (328,261) (400,257)
Payable to affiliates for Globalstar
System under construction............ 25 ,042 8,930 33,972
Vendor financing liability.............. - 42,219 42,219
Cash used for Globalstar System.... (46 ,954) (277,112) (324,066)
Purchases of property and equipment..... 1 ,119) (888) (2,007)
Deferred FCC license costs.............. (2 ,286) (2,535) (4,821)
Purchases of investments................ -- (126,923) (126,923)
Maturity of investments... -- 126,923 126,923
Other current assets..........ccco...... (190) 190 -
Net cash used in investing activities..... (50 ,549) (280,345) (330,894)
Financing activities:
Deferred line of credit fees............ - (1,875) (1,875)
Proceeds from capital subscriptions
receivable............coceveennnns 148 ,661 133,780 282,441
Payment of accrued capital raising
COSES..eiiiiieiiiieeiee e 1 ,500) (900) (2,400)
Sale of partnership interests to
Globalstar Telecommunications
Limited........cccooveeiiiennen. - 185,750 185,750
Net cash provided by financing
AaCHVItIeS.....eveevreeee e 147 ,161 316,755 463,916
Net increase (decrease) in cash and cash
equivalents........cccceeviieieennns 73 ,560 (1,958) 71,602
Cash and cash equivalents, beginning of
Period......ccoeveeieiiiiiiiiiiieees -- 73,560 --
Cash and cash equivalents, end of
PEriod....ccoviiiiiieiii e $73 ,560 $ 71,602 $ 71,602
Noncash transactions:
Payable to affiliates ,308 $ 9,308
Accrual of capital raising costs ,400 $ 2,400
Deferred FCC license costs... $ 2 ,235 $ 2,235
Warrant agreement in connection with
debt guarantee...........c.c........ $ 22,601 $ 22,601

See notes to financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

NOTES TO FINANCIAL STATEMENTS
1. ORGANIZATION AND BUSINESS

Globalstar, L.P. ("Globalstar" or the "Partnershjg’ Delaware limited partnership with a DecembkfiScal year end, was formed in
November 1993. It had no activities until March 2894, when it received capital subscriptions @r%million and commenced operatio
The accompanying financial statements reflect therations of the Partnership from that date. Iritamid the statements of operations for the
year ended December 31, 1993 and the period Jafhua894 to March 22, 1994 (the "-Capital Subscription Period") reflect certain sost
incurred by Loral Corporation ("Loral") and QUALCQOWlIncorporated ("Qualcomm™) and reimbursed by Gletza through a capital
subscription credit or agreement for reimbursemantjescribed in Note 8, "Partners' Capital”.

The managing general partner of Globalstar is UQEdALCOMM Satellite Services, L.P. ("LQSS"). Thergeal partner of LQSS is
Loral/QUALCOMM Partnership, L.P. ("LQP"), a Delavesiimited partnership comprised of subsidiariek@fal and Qualcomm. The gene
partner of LQP is Loral General Partner, Inc. ("L'(zR subsidiary of Loral (see Note 11 -- Subsedj&ements).

Globalstar was founded to design, construct andav@a worldwide, low-earth orbit ("LEO") satellibased wireless digital
telecommunications system (the "Globalstar Systefiig Globalstar System's wonldéde coverage is designed to enable its serviceigecs
to extend modern telecommunications services tuifsignt numbers of people who currently lack baslephone service and to enhance
wireless communications in areas underserved osereed by existing or future cellular systemsyjating a telecommunications solution in
parts of the world where the build-out of terredtaystems cannot be economically justified. Orudan31, 1995, the U.S. Federal
Communications Commission ("FCC") granted the neagslicense to LQP to construct, launch and opetet Globalstar System. LQP has
agreed to use such license for the exclusive kberfe@lobalstar.

On November 23, 1994, Globalstar Telecommunicatiomsted ("GTL") was incorporated as an exemptethpany under the Companies
Act 1981 of Bermuda. GTL's sole business is adim@ general partner of Globalstar. On Februant 495, GTL completed an initial public
offering of 10,000,000 shares of common stock, ity Loral purchased 1,674,400 shares, resultingetrproceeds of $185,750,000.
Effective February 22, 1995, GTL purchased 10,000 fartnership interests from Globalstar with teeproceeds of the initial public
offering.

The partners in Globalstar have the right to contreir partnership interests into shares of GTlaane-for-one basis following the Full
Coverage Date, as defined, of the Globalstar Systearafter at least two consecutive reported figoalters of positive net income, subjec
certain annual limitations.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Development Stage Company

The Partnership is devoting substantially all sfatesent efforts to the design, licensing, corstrn, and financing of the Globalstar System,
and establishing its business. Its planned prihdparations have not commenced. Accordingly, Gisthais a development stage company
as defined in Statement of Financial Accountingi8taids (SFAS) No. 7 "Accounting and Reporting by&epment Stage Enterprises.”

Globalstar may encounter problems, delays and esgsemany of which may be beyond Globalstar's obrithese may include, but are not
limited to, problems related to technical developtref the system, testing, regulatory compliancenuafacturing and assembly, the
competitive and regulatory environment in which l&listar will operate, marketing problems and caatsexpenses that may exceed current
estimates. There can be no assurance that substigifiys in any of the foregoing matters would shedly Globalstar's achievement of
profitable operations.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Use of Estimates in Preparation of Financial Stetes

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the amounts of expengestesl for the period. Actual results could diffieom estimates.

Net (Loss) Income Allocation

Net losses of the Partnership are allocated antongdrtners in proportion to their percentage @stsr until the adjusted capital account
partner is reduced to zero, then in proportioratal to the extent of, positive adjusted capitabaat balances and then to the general part

Net income of the Partnership is allocated amomgp#rtners in proportion to, and to the extenth,distributions made to the partners fr
distributable cash flow for the period, as defintden in proportion to and to the extent of negatdjusted capital account balances and then
in accordance with percentage interests.

Under the terms of the Partnership Agreement, &gljysartners' capital accounts are calculateddordance with the principles of U.S.
Treasury Regulations governing the allocation ghbde income and loss including adjustments teotfthe fair market value (including
intangibles) of partnership assets upon certaiitalapansactions including a sale of partnershipiiests. Such adjustments are not permitted
under generally accepted accounting principles aochrdingly, are not reflected in the accompanyimgncial statements.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash on mahtighly liquid investments with original matues$ of three months or less.
Property and Equipment

Property and equipment are stated at cost. Depi@tia provided using the straight-line method v estimated useful lives of the
respective assets, generally three to eight yeaesehold improvements are amortized over the ehoftthe lease term or the estimated
useful lives of the improvements.

Globalstar System Under Construction

Globalstar System Under Construction expenditurelside and will include progress payments and dosthe design, manufacture, test,
launch and launch insurance for 48 low-earth araiellites, plus eight in-orbit spares (the "Spaegment"), and ground and satellite
operations control centers, gateways and subsaebminals (handsets) (the "Ground Segment").

The Partnership intends to depreciate the Spaca&dgver 7 1/2 years and to capitalize costsef3tound Segment over eight years as
assets are placed in service. Service is currantigipated to commence in 1998.

Costs incurred related to the development of aetghnologies, pursuant to a cost sharing arraagemcluded in Globalstar's contract with
Qualcomm and for the engineering and developmestib$criber terminals, are being charged to omerats incurred.

F-23



GLOBALSTAR, L.P.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Financing Costs and Interest

Deferred financing costs represent costs incumazbtaining a long-term credit facility and theiestted fair value of a warrant agreement in
connection with a guarantee of this facility (semdN6-Credit Facility). Such costs are being armaediover the term of the credit facility as
interest.

Interest costs incurred during the constructiothefGlobalstar System are capitalized. Total irstecests capitalized for the year ended
December 31, 1995 was approximately $300,000. Mwest was capitalized for the period ending Deaamifi, 1994.

FCC License Costs

Expenditures, including license fees, legal feebdirect engineering and other technical supportpbtaining the required FCC licenses are
capitalized and will be amortized over 7 1/2 yetrs,expected life of the first generation satedlit

Deferred Revenues

Advance payments from Globalstar strategic partteesecure exclusive rights to Globalstar servicgtbries are deferred. These advance
payments are recoverable by the service proviteosigh credits against a portion of the servics fesyable to Globalstar after the
commencement of services.

Vendor Financing

Globalstar's Space Segment contract with Space®gétoral, Inc. ("SS/L") calls for a portion of thentract price to be deferred as vendor
financing and repaid, over as long as a five-yeaiopg, commencing upon the initial service and ¢éalverage dates of the Globalstar System.
Amounts deferred as vendor financing are capitdla® costs of the Globalstar System Under Congtruas incurred.

Income Taxes

Globalstar was organized as a Delaware limitechpaship. As such, no income tax provision (bené&ithcluded in the accompanying
financial statements since U.S. income taxes @&edbponsibility of its partners. Generally, taxainicome (loss), deductions and credits of
Globalstar will be passed proportionately througitg partners.

Accounting Pronouncements

In October 1995, the Financial Accounting Stand&dard issued Statement No. 123, "Accounting focktBased Compensation” ("SFAS
123"), which is required to be adopted by fiscd@.9SFAS 123 establishes accounting and disclosgrudrements using a fair value based
method of accounting for stock based employee cosgi®n plans, including stock arrangements bystors for the benefit of their
investees. Under SFAS 123 Globalstar may eitheptatie new fair value based accounting method ofilcoe the intrinsic value based
method and provide pro forma disclosures of netrime (loss) as if the accounting provisions of SRS had been adopted. Globalstar
intends to elect to continue the intrinsic valughmd of accounting for stock based employee conmgigrsplans and provide the required
pro-forma disclosures; therefore such adoption lélle no effect on Globalstar's operations. Glaéaatccounts for equity transactions with
non-employees under SFAS 123.

F-24



GLOBALSTAR, L.P.
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3. PROPERTY AND EQUIPMENT

DECEMBER 31,

Property and equipment consists of:

Leasehold improvements.......ccccocevvcceeeees e $ 401 $ 396
Furniture and office equipment................... L 1,606 723

2,007 1,119
Accumulated depreciation and amortization........ L. (498) (115)

Depreciation and amortization expense for the gaded December 31, 1995, and for the period MaBdio December 31, 1994, was
$383,000 and $115,000, respectively.

4. GLOBALSTAR SYSTEM UNDER CONSTRUCTION
The Space Segment

Globalstar has entered into a contract with SSilaféiliate of Loral and a limited partner of LQS8,design, manufacture, test and launch its
satellite constellation. The price of the contremtsists of three parts, the first for non-recgnivork at a price not to exceed $115.7 million,
the second for recurring work at a fixed price 5% million per satellite (including certain perftance incentives of up to approximately
$1.9 million per satellite) and the third for labrgervices and insurance. The total contract pafiects certain scope of work claims
negotiated with SS/L during 1995.

Under the contract, SS/L will design, build andrlelu Globalstar's 56 satellites. SS/L has agreetbtain launch vehicles and arrange for the
launch of Globalstar's satellites on Globalstaelsaif at an estimated total cost of $302 milliondt 56 satellites, and obtain insurance to
cover the replacement cost of satellites or lawmtficles lost in the event of a launch failuredarestimated cost of $92 million. In certain
circumstances these amounts are subject to equaalistment in light of future market conditiom$iich may, in turn, be influenced by
international political developments. Any changesirch assumptions may result in an increase indbes paid by Globalstar, which may be
substantial. Termination by Globalstar of this caat would result in termination fees, which maysbéstantial.

SS/L has entered into subcontracts with certai@lobalstar's direct or indirect limited partnerbieTdesign and manufacture of the payload
modules will be performed by Alcatel Espace aadiprice of approximately $208 million, subjectertain adjustments. Fixed price
subcontracts in the amounts of $202 million, $17on and $41 million have also been awarded terd Spazio S.p.A., Daimler-Benz
Aerospace AG and Aerospatiale, respectively. Gkibal SS/L and Hyundai Electronics Industries @d. ['Hyundai") have entered into a
subcontract providing work for Hyundai in an amoahapproximately $44 million. Globalstar and S®#éve further agreed to support
Hyundai in its efforts as a satellite vendor, imtthg providing training and transferring certainttaology know-how to Hyundai for
compensation to be agreed upon among the parties.

The Ground Segment

Globalstar has entered into a contract with Quatogenoviding for the design, development, manufagtinstallation, testing and
maintenance of four gateways, two ground operatiomsrol centers and 100 pre-production subsctidreninals. A portion of the ground
operations control center software is being dewsddpy Globalstar. The contract provides for reirsburent to Qualcomm for contract costs
incurred
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4. GLOBALSTAR SYSTEM UNDER CONSTRUCTION (CONTINUEDB)ch as labor, material, travel, license feesalt@s and general
and administrative expenses, plus a 12% fee thefidancontract also includes a cost sharing arraegefor certain technologies being
developed by Qualcomm. As of December 31, 1995h&sbar estimates that payments under the contiiidbtal approximately $309
million. Termination by Globalstar of its contragith Qualcomm would result in termination fees, @ifhimay be substantial.

A letter agreement among Qualcomm, Globalstar anghHai grants to Hyundai an option to become an§ee authorized to manufacture
sell Globalstar subscriber terminals to servicevigers. Should Hyundai choose to exercise thisoopit would, for a five year period
following Globalstar's In-Service date, be the asale licensee authorized to manufacture and sb@iber terminals in South and North
Korea.

Globalstar will receive from Qualcomm or its licee$s) a payment of approximately $400,000 for éestalled gateway sold to a Globalstar
service provider. In addition, Globalstar will re@a payment of up to $10 on each Globalstar giliescterminal sold, until Globalstar's
funding of that design has been recovered.

Globalstar has entered into an agreement with sidialoy of Loral for the development and delivefytwo satellite operations control centers
and 33 telemetry and command units for the GlohaBystem. The maximum contract price is $25.lioniland provides for reimbursement
to the Loral subsidiary for contract costs incursedh as labor, materials, travel, license fegalties and general and administrative
expenses. The Loral subsidiary will receive a 12&dnder the contract, 6% of which is payableatithe the costs are incurred, with the
remainder payable upon achievement of certain moites. Globalstar will own any intellectual progeptoduced under the contract.

Total System Cost

At December 31, 1995, Globalstar has estimateddbefor the design, construction and deploymenhefGlobalstar System, excluding
working capital, cash interest on anticipated bomngs and operating expenses to be approximate8 dillion. Actual amounts may vary
from this estimate and additional funds would beuieed in the event of unforeseen delays, costramsy launch failures or other
technological risks or adverse regulatory develaps)eor to meet unanticipated expenses.

Additional funds to complete the Globalstar Systmmexpected to be obtained through a combinafidelat issuance, which may include an
equity component, projected service provider pays)@rojected net service revenues from initialrapens, anticipated payments received
from the sale of gateways and Globalstar subsctéyerinals and placements of limited partnershiprigsts with new and existing strategic
investors. Although Globalstar believes it will dlele to obtain this additional financing, there bamo assurance that the financing will be
available on favorable terms or on a timely basut all.

5. VENDOR FINANCING LIABILITY

Globalstar's space segment contract with SS/L fallapproximately $310 million of the contractq®ito be deferred as vendor financing. Of
the $310 million, $90 million is interest bearinigtlae 30eay LIBOR rate plus 3% per annum. The remainingd$®22lion of vendor financin

is non-interest bearing. Globalstar will repay ttom-interest bearing portions as follows: $49 millfollowing the launch and acceptance of
24 or more satellites (the "Preliminary Constetiat), $61 million upon the launch and acceptancé8br more satellites (the "Full
Constellation™), and the remainder in equal instalits over the five-year period following acceptantthe Preliminary and Full
Constellations. Payment of the $90 million intetesaring vendor financing will be deferred untildeenber 31, 1998 or the Full Constellat
Date, whichever is earlier. Thereafter, interest principal will be repaid in twenty equal quaneinstaliments over the next five years.

At December 31, 1995, approximately $21.5 millidriree vendor financing liability is interest beagin

F-26



GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

NOTES TO FINANCIAL STATEMENTS -- (CONTINUED)
6. CREDIT FACILITY

On December 15, 1995, Globalstar entered into & $#8ion credit agreement (the "Credit Agreememtidh a group of banks, which was
guaranteed by Loral (see Note 11 -- Globalstar iCAggteement). The Credit Agreement provides thitb@lstar may select loan
arrangements at varying interest rates, includiegEurodollar rate plus 5/8%. Globalstar pays arndment fee on the unused portion. The
Credit Agreement contains covenants requiring Giibato meet certain financial ratios includingnmum net worth of $200 million and
limits additional indebtedness and the paymentshdividends. The Credit Agreement expires on Bxee 15, 2000.

In exchange for the guarantee, Globalstar and Gitéred into an agreement to issue warrants to ltoralirchase an effective 8% interest in
Globalstar on a fully diluted basis. Subject to #ipproval of GTL's shareholders, warrants to puselg185,318 shares of GTL common s

at $26.50 per share will be issued to Loral. Prdseeceived by GTL for warrants exercised willumtbe used to purchase Globalstar
partnership interests under a one-for-one exchangagement. Upon such shareholder approval, GTlbwissued warrants to purchase an
additional 1,131,168 general partnership intenes@lobalstar (representing an approximate 2% gquoierest in Globalstar). If GTL
shareholder approval is not obtained, Globalstirisgue to Loral warrants to purchase 4,086,95Tgaship interests and no Globalstar
warrants will be issued to GTL. The warrants afgesxt to a vesting schedule, with 50% of the wasaesting on the date that loans are first
made by the banks pursuant to the Credit Agreeffleat'Funding Date"), an additional 25% vestingtoa first anniversary of the Funding
Date and the remaining 25% vesting on the seconivarsary of the Funding Date. Notwithstanding fitregoing, if the Globalstar Credit
Agreement shall not be in effect on any vesting gdéte warrants which would have otherwise vesteduzh date will be deemed to be
cancelled. The warrants may not be exercised simtinonths after Globalstar commences initial opena and may not be transferred to t|
parties until such exercise date. The estimated/&iie of the warrant agreement with Loral in eoe for its guarantee has been record

a deferred financing cost in the accompanying firstatements. Globalstar has also agreed td.pa} a fee equal to 1.5% per annum of
the average amount outstanding guaranteed undéatiiefinancing. Such fee will be deferred and Wélpaid with interest commencing 90
days after the expiration of the bank financings kxpected that Globalstar's other strategimpastwill assume a portion of the guarantee; in
such case, rights to a proportionate amount ofvtreants and fees will also be transferred. In tialdi as a result of the Merger Agreement
(see Note 11 -- Subsequent Events), Globalstaeikisg an amendment to the Credit Agreement. Ifi sieendment is not obtained and the
Credit Agreement is cancelled, all warrants issared issuable will be cancelled.

7. COMMITMENTS

The following is a schedule by years of future mmom lease payments (in thousands) required undepeating lease that has an initial
lease term in excess of one year.

1996t . $ 869
1997 i 891
1998 914
1999, 936
2000, 633
Total minimum payments required.................... $4,243

Rent expense for the year ended December 31, 2883he period March 23 to December 31, 1994, wassaimately $934,000 (including
$650,000 paid to Loral subsidiaries), and $373 @@fuding $275,000 paid to Loral subsidiariespectively.
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8. PARTNERS' CAPITAL
Initial Capital Subscriptions

Prior to the commencement of Globalstar's operatwnMarch 23, 1994, Loral and Qualcomm undertodiependent efforts at their own r
to explore the feasibility of a Globalstar-typetsys. Efforts to develop the Globalstar System wenmalized with the initial funding of
Globalstar on March 23, 1994 through capital suipgons of $50,000,000 for 18,000,000 general garinterests and $225,000,000 for an
aggregate of 18,000,000 limited partner interdatsonnection with the initial capital subscript&grhe partners of Globalstar agreed to
reimburse Loral and Qualcomm for certain expendguotaling $18,382,000, incurred related to sdfdrts from January 1, 1993 through
March 22, 1994. These expenditures included dewsdop costs and marketing, general and adminisgra&tipenses related to the Globalstar
System. The statements of operations include thes ¢or these periods under the heading Pre-Céapitascription Period.

In addition, costs of $2,235,000 were incurreddnreection with the FCC license application. Theraggte expenditures by Loral and
Qualcomm of $20,617,000 were reimbursed througteditcof $11,309,000 issued to the general padsex reduction of its required capital
subscription payment and an agreement to repaycQuah $9,308,000 over a one-year period ($2,4998®hich remained outstanding at
December 31, 1994). The reimbursed expenses o8%2800 have been charged to partners' capitdlthe date of the capital subscription
agreement and allocated to the partners' capitalents in accordance with the partnership agreeriiéet$2,235,000 of costs relating to the
FCC license application are included in the Pastmipts balance sheet.

Stock Option Arrangements

Officers and employees of Globalstar are eligiblearticipate in GTL's 1994 Stock Option Plan (tR&n"), which provides for nonqualified
and incentive stock options. The plan is admingxtdry a stock option committee (the "Committeefpanted by the Board of Directors of
GTL. The Committee determines the option price \(juhed that in no event shall such option pricedsslthan the fair market value of the
shares of common stock as of the date such ogtigrainted), the option's exercise date and theatiqn date of each option (provided no
option shall be exercisable after the expiratioteofyears from the date of grant). Proceeds reddiy GTL for options exercised will in turn
be used to purchase Globalstar partnership intevester a one-for-one exchange arrangement.

In September 1995, options to purchase 110,40@slrGTL Common Stock were granted under the &lam exercise price of $16.625.
No options were exercised or cancelled during & .yThe options generally expire ten years froenddite of grant and become exercisi
over the period stated in each option, generatgbig over a five-year period. All options granthating the year were non-qualified stock
options. As of December 31, 1995, 139,600 sharesmimon stock were available for future grant urtterPlan.

In September 1995, Loral, in its capacity as mamgageneral partner, granted certain directors dfickeos options to purchase 340,000 sh:
of the GTL Common Stock owned by Loral at a weigragerage exercise price of $27.87 (such prices gerater than or equal to the
market price at grant date). Such options are inaelgt exercisable, and expire 12 years from datgrant; no options were exercised or
cancelled during the year.

9. RELATED PARTY TRANSACTIONS

In addition to the transactions described in Ndtes, 6, 7 and 8, Globalstar has a number of dthesactions with its affiliates. Globalstar
believes that the arrangements are as favoral@dotoalstar as could be obtained from unaffiliatedips. The following describes these
related-party transactions.
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9. RELATED PARTY TRANSACTIONS (CONTINUED) Globalsthas granted to SS/L an irrevocable, royalty-fremexclusive license |
use certain intellectual property expressly devetbim connection with the SS/L agreement provided $S/L will not use, or permit others
use, such license for the purpose of engagingyrbasiness activity that would be in material cotitfum with Globalstar. Globalstar has
similarly agreed that it will not license such iilgetual property if it will be used for the purgosf designing or building satellites that would
be in competition with SS/L.

Globalstar has granted to Qualcomm an irrevocatoe-exclusive, worldwide perpetual license to intelledtproperty owned by Globalstar
the Ground Segment and developed pursuant to thlEe@um agreement. Qualcomm may, pursuant to swstt,grse the intellectual prope
for applications other than the Globalstar Systeaviped that Qualcomm may not for a period of thyears after its withdrawal as a strate
partner or prior to the third anniversary of thdl lonstellation Date, whichever is earlier, engagany business activity that would be in
competition with the Globalstar System. The grdnhtellectual property to Qualcomm described abivgenerally royalty free. Under
certain specified circumstances, however, Qualcamihibe required to pay a 3% royalty fee on sudeliectual property.

A support agreement was entered into among Qualcdraral and Globalstar pursuant to which Qualcongread to (i) assist Globalstar &
SS/L with Globalstar's system design, (ii) supji&dbalstar and Loral with respect to various retpriamatters, including the FCC
application and (iii) assist Globalstar and Loratheir marketing efforts with respect to Globalskor the year ended December 31, 1995,
and for the period March 23 through December 39419ualcomm has received approximately $2,712:z0@0$2,431,000, respectively, for
costs incurred in rendering such support and assist

Certain of Globalstar's limited partners have sibagreements granting them the right to provideb@lktar System services to users in
specific countries on an exclusive basis, as lengpacified minimum levels of subscribers are fikése service providers will receive
certain discounts from Globalstar's expected pgisichedule generally over a five-year period.

Globalstar has entered into consulting agreemeitlsogrtain limited partners. Costs incurred untieise arrangements for the year ended
December 31, 1995, and for the period March 23utjindDecember 31, 1994, were $1,411,000 and $471r880ectively. Globalstar
anticipates that similar agreements may be eniatedvith other strategic partners in the future.

DECEMBER 31,

(IN THOUSANDS)
Current payable to affiliates consisted of:

SS/Luiiie e ... $26,126 $22,046
QuUAICOMM....eiiiiiiiiiiiieiee e ... 21,443 11,795
Other Loral affiliates.........cccceveveeeeeeennn. ... 2,070 1,146

Total..oeieee e ... $49,639 $34,987

Commencing after the initiation of Globalstar seed, LQP, the general partner of LQSS, will be paichinnual management fee equal to
2.5% of Globalstar's revenues up to $500 milliams8.5% of revenues in excess of $500 million. &h@lobalstar incur a net loss in any
year following commencement of services, the mamegg fee for that year will be reduced by 50% a@PLwill reimburse Globalstar f
management fee payments, if any, received in aioy guarter of such year, sufficient to reducenitsnagement fee for the year to 50%. No
management fees have been paid to date.
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9. RELATED PARTY TRANSACTIONS (CONTINUED) Globalstamployees are eligible to participate in the emgpe benefit plans of a
Loral subsidiary. Globalstar is charged for thauattosts of these benefits which for the perioddi&3 through December 31, 1994,
amounted to $321,000, including $55,000 relatingensions and retiree health care and life inseréeoefits. The costs incurred for the y
ended December 31, 1995 amounted to $710,0004dingj$121,000 relating to pensions and retireetheare and life insurance benefits.
Globalstar employees are eligible to participata ofefined benefit pension plan with voluntary cifaitions if they are over 21 years old and
have one year of service. Benefits are generabgtb@n participants' compensation, years of seandevoluntary contributions. Globalstar
employees are also eligible for retiree health eactlife insurance benefits upon retirement frativa service with at least 10 years of
service. These benefits are funded primarily oayags-you-go basis with the retiree generally pgugmportion of the cost through
contributions, deductibles and coinsurance prowmsio

Globalstar leases its facility from a Loral subargtiunder an operating lease requiring monthly paysiof approximately $72,000. The lease
expires in August 2000; however Globalstar haofiteon to renew the lease for two additional fiveay periods.

10. REGULATORY MATTERS

Globalstar and its operations are, and will bejestttio substantial U.S. and international regatatincluding required regulatory approval:
each country in which Globalstar intends to pro\ddevice. Globalstar's business may be signifigaaftected by regulatory activities.

11. SUBSEQUENT EVENTS
Merger Agreement

On January 7, 1996, Loral and Lockheed Martin Cation ("Lockheed Martin®) entered into a defingidgreement and Plan of Merger (the
"Merger Agreement”) among Loral, Lockheed Martind &M\ C Acquisition Corporation ("LAC"), a wholly owed subsidiary of Lockheed
Martin, providing for the transactions that wilktdt in the defense electronics and systems intiegrhusinesses of Loral becoming a
subsidiary of Lockheed Martin. Concurrently witte thxecution of the Merger Agreement, Loral, certeliolly-owned subsidiaries of Loral
and Lockheed Martin, entered into the Restructyritigancing and Distribution Agreement (the "Distiion Agreement"), which provides,
among other things, for (i) the transfer of Loralgmce and communications businesses, includimtyést and indirect interests in Globalstar,
GTL, SS/L and other affiliated businesses, as a&ltertain other assets, to Loral Space & Commtioisaltd., a Bermuda company ("Loral
SpaceCom"), (ii) the distribution of all of the sbs of Loral SpaceCom common stock to holders ealLcommon stock and persons entitled
to acquire shares of Loral common stock on a oneffie basis (the "Spin-Off*) each as of a recoita déne "Spin-Off Record Date") to be
declared by the Board of Directors of Loral andbéoa date on or immediately prior to the consumunatif the tender offer, and (iii) the
contribution by Lockheed Martin of $712,400,000hjgat to reduction, to Loral SpaceCom on or betbeeclosing of the Merger, of which
$344,000,000 represents payment for preferred stakvertible into a 20% equity interest in Lorpla8eCom, to be retained by Lockheed
Martin following the Spin-Off and the Merger. Thendribution from Lockheed Martin is subject to retian for capital contributions by

Loral to its space and communications businessed&rch 6, 1996, Loral purchased $100,000,000 pa@mount of GTL's 6 1/2%
Convertible Preferred Equivalent Obligations fo7 80,000 in cash (see below).

Under the terms of the Merger Agreement, LAC comeeea cash tender offer on January 12, 1996 fausdtanding shares of common
stock, par value $.25 per share, of Loral at agpoic$38.00 per share.
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11. SUBSEQUENT EVENTS (CONTINUED) Consummation lué tender offer is subject to, among other thiag$ast two-thirds of the
shares of Loral common stock, determined on a-diliyted basis, being validly tendered and not digtwn prior to the expiration of the
tender offer, applicable regulatory approvals dmedccurrence of the Spin-Off Record Date.

Globalstar Credit Agreement

Under the terms of the Merger Agreement, Lockheaditié agreed to assume the obligations of Lora gaarantor under the Credit
Agreement (see Note

6 -- Credit Facility). Loral has agreed to assumgraximately $88,600,000 of this guarantee obl@aind SS/L and certain other Globalstar
strategic partners have agreed to assume appr@tynddtl, 700,000 and $49,700,000 thereof, respdygtilrereturn for providing the
guarantee, the guarantors will share proportiopatethe warrants. Globalstar is seeking an amemdmeethe Credit Agreement to permit the
transactions contemplated in the Merger Agreemeditistribution Agreement and believes that it wélteive satisfactory consents from the
bank syndicate prior to the Distribution. HoweMeilure to obtain such consents would result irea@nt of default at the time these
transactions occur.

Sale of GTL Convertible Preferred Equivalent Obligaions

On March 6, 1996, GTL issued Convertible PrefeEgdivalent Obligations (the "Securities") with @adavalue totaling $300,000,000 in a
private placement of which $100,000,000 principabant was purchased by Loral at a cost of $97,@0,0he Securities are subordinate
existing and future debt obligations of GTL, arewertible into 4,615,385 shares of GTL Common Staick conversion price of $65.00 per
share, bear interest at 6 1/2% per annum payalbleegly, are redeemable (at a premium which deslower time) by GTL beginning in 2000
(or beginning in 1997 if GTL's stock price exceedsain defined price ranges), and, if still outsiag, must be redeemed by GTL on March
1, 2006. Interest and redemption payments may likerlog GTL in cash or shares of stock (see belawthé event of a change in control of
GTL (as defined in the Securities agreement), hsldey elect to convert their Securities into skafeGTL Common Stock based on the
then average market price of GTL's stock, subg&TL's option to redeem such obligations. GTL agieed to file a Registration Statement
with the U.S. Securities and Exchange Commissiameigog the Securities within 120 days.

The net proceeds of $290,000,000 from the issuahttee Securities were used by GTL to purchase5438b Preferred Partnership Interests
in Globalstar. These Preferred Partnership Intenggdk convert to ordinary partnership interestsaoone-forene basis upon any conversior
the Securities, will pay a quarterly preferred rilsttion to GTL of 6 1/2% per annum, will be allded losses of the partnership only after all
adjusted capital accounts of the ordinary partripristterests have been reduced to zero, and aeeneable on terms comparable to the
Securities. Globalstar may elect to make the qugnpeeferred distribution to GTL in cash or gerigrartnership interests. If such distribution
is made in cash, GTL must make its interest payrmeithe Securities in Cash. Globalstar may eledeter payment of the preferred
distribution; in such case, GTL may also electated interest payment on the Securities, howew@dens of the Securities are entitled to
certain representation rights on the General Pa't@@mmittee of Globalstar in the event six consige interest payments are deferred.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

CONDENSED BALANCE SHEETS
(In thousands, except partnership interest data)

MARCH 31, DECEMBER 31,

1996 1995
(Unaudited) (Note)
ASSETS
Current assets:
Cash and cash equivalents..........cccceeee.. L $247,108 $ 71,602
Other current assetS.......ccoccevvvcvee s 3,230 506
Total current @ssets......ccccevcceeees 250,338 72,108
Property and equipment, net........cccccceeeeeee. 1,597 1,509
Globalstar System Under Construction:
Space SegMEeNt.....cveveeeeeeeeeveiieeceeee s 441,345 348,434
Ground SegMeNt.....ccovviieeeiiiiiieeeeeeeee e, 67,477 51,823
508,822 400,257
Deferred FCC license COStS.......ocovvvvevvveeees s 7,632 7,056
Deferred financing COStS.......ooccvvvevveeeeee s 23,285 24,461
Total @sSetS..cccvvvvviiiviviieaeee e $791,674 $505,391

LIABILITIES AND PARTNERS' CAPITAL
Current liabilities:

Payable to affiliates $ 49,639
Accrued expenses 4,782
Total current liabilities................ 43,552 54,421
Deferred revenues................. 23,652 21,913
Vendor financing liability 61,584 42,219
Commitments and contingencies (Note 4)
Partners' capital:
Redeemable preferred partnership interests
(4,615,385 outstanding at March 31, 1996)... L. 291,424 --
Ordinary partnership interests (47,000,000 out standing)....... 348,861 364,237
WarrantS......ccccooovmviniiiiiiiiiieeeeee s 22,601 22,601
Total partners' capital...................~— . 662,886 386,838
Total liabilities and partners' capital.. $791,674 $505,391

Note: The December 31, 1995 balance sheet hasdeeed from audited financial statements at tlzdie

See notes to condensed financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

CONDENSED STATEMENTS OF OPERATIONS
(In thousands)

(Unaudited)
CUMULATIVE
MARCH 23, 1994
(COMMENCEMENT O F
THREE MONTHS ENDED THREE MONTHS ENDED OPERATIONS) TO
MARC H 31, 1996 MARCH 31,1995 MARCH 31, 1996
Operating expenses:
Development costs...........ccccueenneee. $ 11,377 $ 16,198 $ 95,510
Marketing, general and administrative.... 4,024 3,197 28,144
Total operating expenses................... 15,401 19,395 123,654
Interest income.........ccoocvveeerninnen. 1,449 2,159 15,221
Net10SS.....covvviiiieiiierecien 13,952 17,236 108,433
Preferred distribution and related increase
on redeemable preferred partnership
INtErestsS......cccoovveeeivirieeenene 1,424 -- 1,424
Net loss applicable to ordinary partnership
INtErestS.....ccvevvereerieneeiienne $ 15,376 $ 17,236 $109,857

See notes to condensed financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

CONDENSED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)
CUMULATIVE
MARCH 23, 1994
(COMMENCEMENT O F
THREE MONTHS ENDED THREE MONTHS ENDED OPERATIONS) TO
MARC H 31, 1996 MARCH 31,1995 MARCH 31, 1996
Cash flows from operating activities:
Net 10SS.....cooviiiiiieiiee e $ (13,952) $ (17,236) $(108,433)
Deferred revenues............cccceeennee 1,739 - 23,652
Depreciation and amortization............. 1,568 73 2,081
Changes in operating assets and liabilities:
Other current assets.........cccceeenee (2,724) (985) (3,230)
Payable to affiliates (4,225) 6,476 2,134
Accrued eXpenses........ccoeeevevennnnns 1,809 294 6,591
Net cash used in operating activities....... (15,785) (11,378) (77,205)
Investing activities:
Globalstar System Under Construction...... (108,565) (42,511) (508,822)
Payable to affiliates for Globalstar
System Under Construction.............. (8,453) (2,340) 25,519
Vendor financing liability................ 19,365 -- 61,584
Cash used for Globalstar System........ (97,653) (44,851) (421,719)
Purchases of property and equipment....... (230) (73) (2,237)
Deferred FCC license costs................ (576) (539) (5,397)
Purchases of investments - (127,734) (126,923)
Maturity of investments................... - - 126,923
Other current assets..........ccccceeue - 190 -
Net cash used in investing activities....... (98,459) (173,007) (429,353)
Financing activities:
Deferred financing costs.................. (250) -- (2,125)
Proceeds of capital subscriptions
receivable............cocceeivinnenn. - 131,980 282,441
Payment of accrued capital raising
(o1 1S) £ F -- - (2,400)
Sale of partnership interests to
Globalstar Telecommunications
Limited........coeviiniiieiiiene - 185,750 185,750
Sale of redeemable preferred partnership
INterests.......ccoevvevevicnnnennne 290,000 - 290,000
Net cash provided by financing activities... 289,750 317,730 753,666
Net increase in cash and cash equivalents... 175,506 133,345 247,108
Cash and cash equivalents, beginning of
PEriOd....ccoiiiiieiiiiie e 71,602 73,560 -
Cash and cash equivalents, end of period.... $ 247,108 $ 206,905 $ 247,108
Noncash transactions:
Payable to affiliates..................... $ 9,308
Accrual of capital raising costs.......... $ 2,400
Deferred FCC license costs................ $ 2,235
Warrants issued in exchange for debt
guarantee.........ccceevveereeeennne. $ 22,601

See notes to condensed financial statements.
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

NOTES TO CONDENSED FINANCIAL STATEMENTS

1. The accompanying unaudited condensed financitdraents have been prepared by Globalstar, LG#olfalstar") pursuant to the rules of
the Securities and Exchange Commission ("SEC") imntthe opinion of Globalstar, include all adjustitee(consisting of normal recurring
accruals) necessary for a fair presentation ohfira position, results of operations and cash $lo@ertain information and footnote
disclosures normally included in financial statetsgarepared in accordance with generally acceptedumting principles have been
condensed or omitted pursuant to such SEC ruledhaBitar believes that the disclosures made aiguatieto keep the information presented
from being misleading. The results of operationgfie three months ended March 31, 1996 are n@ssecily indicative of the results to be
expected for the full year. It is suggested thas#financial statements be read in conjunctioh thi¢ audited financial statements and notes
thereto included in the annual report of Global3tlecommunications Limited (the "Company" or "GJL"

2. ORGANIZATION AND BUSINESS

Globalstar, founded by Loral Corporation ("Loradiid QUALCOMM Incorporated ("Qualcomm®), is buildirand is preparing to launch and
operate a worldwide, low-earth orbit satellite-lztheéreless digital telecommunications system (iB&obalstar System").

Globalstar, a Delaware limited partnership withecBmber 31 fiscal year end, was formed in NovertiB8B. It had no activities until March
23, 1994, when it received capital subscriptionsb/5 million and commenced operations. The acemyipg financial statements reflect
the operations of Globalstar from that date.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Development Stage Company

Globalstar is devoting substantially all of its ggat efforts to the design, licensing, construgtiesting and financing of the Globalstar
System, and establishing its business. Its plapniedipal operations have not commenced. Accorginglobalstar is a development stage
company as defined in Statement of Financial ActingrStandards No. 7 "Accounting and Reporting lBv&opment Stage Enterprises”.

Globalstar may encounter problems, delays and egsemany of which may be beyond Globalstar's obrithese may include, but are not
limited to, problems related to technical developtraf the system, testing, regulatory compliancenufacturing and assembly, the
competitive and regulatory environment in which l&listar will operate, marketing problems and caatsexpenses that may exceed current
estimates. There can be no assurance that substigitiys in any of the foregoing matters would dely Globalstar's achievement of
profitable operations.

Preferred Partnership Distribution

Distributions accrue on the Redeemable Preferremh&ahip Interests at 6 1/2% per annum, in adui@tobalstar is increasing the carrying
value to its ultimate redeemable value. The distiilms are recorded as reductions against the amdiartnership capital accounts.

4. GLOBALSTAR SYSTEM UNDER CONSTRUCTION
The Space Segment

Globalstar has entered into a contract with Spgstegis/Loral, Inc. ("SS/L"), an affiliate of Lorahd a limited partner of Loral/Qualcomm
Satellite Services, L.P., the managing generahpaxf Globalstar, to design, manufacture, testlandch its 56 satellite constellation. The
price of the contract consists of three partsfitisefor non-recurring work at a price not to erde$115.7 million, the second for recurring
work at a fixed price of $15.6 million per satalincluding certain performance incentives of agpproximately
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

NOTES TO CONDENSED FINANCIAL STATEMENTS -- (CONTINU ED)

4. GLOBALSTAR SYSTEM UNDER CONSTRUCTION -- (CONTINED) $1.9 million per satellite) and the third fauhch services and
insurance. The total contract price reflects carsaope of work claims negotiated with SS/L durli995. Termination by Globalstar of this
contract would result in termination fees, whichyrbe substantial.

SS/L has agreed to obtain launch vehicles and geréor the launch of Globalstar's satellites onb@lstar's behalf at an estimated total co
$302 million for all 56 satellites, and obtain insnce to cover the replacement cost of satellitdaumch vehicles lost in the event of a launch
failure for an estimated cost of $92 million. Irrteén circumstances these amounts are subjectiitebte adjustment in light of future market
conditions, which may, in turn, be influenced btemmational political developments. Any changeuntsassumptions may result in an
increase in the costs paid by Globalstar, which bwgubstantial. SS/L has entered into subcontvétiscertain of Globalstar's limited
partners or affiliates thereof. The design and rfeature of the payload modules will be performedigatel Espace at a fixed price of
approximately $208 million, subject to certain adiments. Fixed price subcontracts in the amoun#202 million, $178 million and $41
million have also been awarded to Alenia SpaziofS, Daimler-Benz Aerospace AG and Aerospatialspeetively. Globalstar, SS/L and
Hyundai Electronics Industries Co. Ltd. ("Hyund&igve entered into a subcontract providing workHgundai in an amount of
approximately $44 million. Globalstar and SS/L h&weher agreed to support Hyundai in its effodsassatellite vendor, including providing
training and transferring certain technology knoswtto Hyundai for compensation to be agreed upooranthe parties.

Globalstar's space segment contract with SS/L falla portion of the contract price to be deferasdrendor financing and repaid over as
long as a five-year period, commencing upon thigairservice and full coverage dates of the Gldiaalsatellite constellations. Globalstar has
agreements for approximately $310 million of venfileancing from SS/L and its subcontractors, $90iom of which is interest bearing.

The Ground Segment

Globalstar has entered into a contract with Quatogenoviding for the design, development, manufagtinstallation, testing and
maintenance of four gateways, two ground operatiomsrol centers and 100 pre-production subsctdreninals. The contract provides for
reimbursement to Qualcomm, subject to a cap fdaoejoint development efforts, for contract casisurred, plus a 12% fee thereon and is
currently estimated to total $350 million. The gawt also includes a cost sharing arrangementeidain technologies being developed by
Qualcomm. Termination by Globalstar of its contnaith Qualcomm would result in delays and termioatiees, which may be substantial. A
portion of the ground operations control centetvgafe is being developed by Globalstar.

A letter agreement among Qualcomm, Globalstar anghHai grants to Hyundai an option to become aee authorized to manufacture
sell Globalstar subscriber terminals to servicevigers. Should Hyundai choose to exercise thisoopit would, for a five year period
following Globalstar's In-Service date, be the asale licensee authorized to manufacture and sbiaiber terminals in South and North
Korea.

Globalstar will receive from Qualcomm or its licergs) a payment of approximately $400,000 for ¢astalled gateway sold to a Globalstar
service provider. In addition, Globalstar will reeea payment of up to $10 on each Globalstar silescterminal sold, until Globalstar's
funding of that design has been recovered.

Globalstar has entered into an agreement with sidialoy of Loral for the development and delivefytwo satellite operations control centers
and 33 telemetry and command units for the GloaaBystem. The maximum contract price is $25.lioniland provides for reimbursement
to the Loral subsidiary for contract costs incursedh as labor, materials, travel, license fegglties and general and administrative
expenses. The Loral subsidiary will receive a 12&dnder the contract, 6% of which is payableatithe the costs are
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GLOBALSTAR, L.P.
(A DEVELOPMENT STAGE LIMITED PARTNERSHIP)

NOTES TO CONDENSED FINANCIAL STATEMENTS -- (CONTINU ED)

4. GLOBALSTAR SYSTEM UNDER CONSTRUCTION -- (CONTINED) incurred, with the remainder payable upon asmeent of
certain milestones. Globalstar will own any intelleal property produced under the contract.

Total System Cost

At March 31, 1996, Globalstar had estimated thé fmyshe design, construction and deployment ef@obalstar System, excluding work
capital, cash interest on anticipated borrowings @perating expenses to be approximately $1.8®hillActual amounts may vary from this
estimate and additional funds would be requiretth@nevent of unforeseen delays, cost overrunschatailures or other technological risks or
adverse regulatory developments, or to meet uripated expenses.

Additional funds to complete the Globalstar Systmmexpected to be obtained through a combinafidelat issuance, which may include an
equity component, projected service provider pays)@rojected net service revenues from initialrapens, anticipated payments received
from the sale of gateways and Globalstar subsctérerinals and placements of limited partnershiprigsts with new and existing strategic
investors. Although Globalstar believes it will dlele to obtain this additional financing, there bamo assurance that the financing will be
available on favorable terms or on a timely basut all.

5. PARTNERS' CAPITAL
Sale of Redeemable Preferred Partnership Interests

On March 6, 1996, GTL purchased 4,615,385 Redeenfgiferred Partnership Interests ("RPPIs") in @lthr with the net proceeds of
GTL's sale of Convertible Preferred Equivalent @dlions (the "Securities") in the amount of $290,000. The RPPIs will convert to
ordinary general partnership interests on a onaifigr basis upon any conversion of the Securitidspay a quarterly preferred distribution
GTL of 6 1/2% per annum, will be allocated losskthe partnership only after all adjusted capitadaunts of the ordinary partnership
interests have been reduced to zero, and are reddeion terms comparable to the Securities. Ifatilstanding, the RPPIs must be redee

by Globalstar on March 1, 2006 for the aggregatewamof $300,000,000, plus all unpaid distributioBtobalstar may elect to make the
quarterly preferred distribution to GTL in cashganeral partnership interests. If such distributomade in cash, GTL must make its interest
payment on the Securities in cash. Globalstar nest & defer payment of the preferred distributionsuch case, GTL may also elect to
defer interest payment on the Securities, howéwaders of the Securities are entitled to certapresentation rights on the General Partners'
Committee of Globalstar in the event six conseeuinterest payments are deferred.

6. SUBSEQUENT EVENTS
Sale of Redeemable Preferred Partnership Interests

On April 3, 1996, GTL purchased an additional 188,&PPIs in Globalstar with the net proceeds freenadditional sale of the Securities in
the amount of $9,700,000. All obligations and righte consistent with the original offering, seaeN®-- Partners' Capital.

Effective Date of the Merger

On April 23, 1996, the merger between Loral anddb@ed Martin Corporation was completed. In conjiomctvith the merger, Loral's space
and communications businesses, including its daadtindirect interests in Globalstar, GTL, SS/d ather affiliated businesses, as well as
certain other assets, have been transferred td Epece & Communications Ltd., a Bermuda corporatio
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INDEPENDENT AUDITORS' REPORT
Space Systems/Loral, Inc.:

We have audited the accompanying consolidated balsineets of Space Systems/Loral, Inc. and itddiakiss as of March 31, 1996 and
1995, and the related consolidated statementseratipns, shareholders' equity and cash flowsdoh®f the three years in the period ended
March 31, 1996. These financial statements areg$onsibility of the company's management. Oysamsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstaterde@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of Space Systems/Loral, |
and its subsidiaries at March 31, 1996 and 199% tla@ results of their operations and their casWdlfor each of the three years in the period
ended March 31, 1996 in conformity with generaligepted accounting principles.

San Jose, California
April 29, 1996
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SPACE SYSTEMS/LORAL, INC.

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

ASSETS

Current assets:
Cash and cash equivalents
Contracts in process, net....
INVENONIES......eveeieiiiiiieeeeiie e
Deposits and other current assets................

Total current assets...........cccccvenene.
Property, plant and equipment......................
Less accumulated depreciation and amortization.....

Cost in excess of net assets acquired, less amortiz
Long-term receivables............ccoceeiennnnns
INVESIMENTS....oviiiiiiiieiiiiiiiees

Prepaid pension costs and other assets.............

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Accounts payable...........cccccooriiiiinnnns
Accrued payroll......
Customer advances.....
Income taxes payable..
Deferred income taxes..........ccccvvvveeeeen.n.
Other current liabilities........................

Total current liabilities....................
Long-term debt..................
Deferred income taxes...........cccee....
Postretirement and other liabilities.
Minority interest in ISTl.........ccccvvvveeeennn.
Commitments and contingencies (Note 8)
Shareholders' equity:

Preferred stock, $.10 par value; 100,000 authoriz

Common stock, $.10 par value; 100,000 shares auth

issued and outstanding.............cccceeuuees
Accumulated defiCit..........cccceevvinnenennne

Total shareholders' equity....................

See notes to consolidated financial statements.
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MARCH 31,
1996 1995
$126,863 $52,222
251,271 203,406
36,582 9,853
11,698 20,129

ation............... 232,662 239,406
52,900
7,837
23,401
$908,677 $766,475
$132,640 $63,344
24,157 17,812
126,318 115,950
3,529 87
45,364 50,280
7,227 6,860
339,235 254,333
65,052 34,040
20,944 6,335
33,463 34,000
2,115 2,266
ed and unissued
orized, 4,000 shares
.................... 466,668 466,668
.................... (18,800) (31,167)
.................... 447,868 435,501
$908,677 $766,475




SPACE SYSTEMS/LORAL, INC.

CONSOLIDATED STATEMENTS OF INCOME
(IN THOUSANDS)

FOR THE YEARS ENDED MARCH 31,

1996 1995 1994

Revenues from contracts..........ccoeeeeeeeveeee. Ll $1,121,619 $633,717 $596,267

CoNtraCt CoOStS....ovvviviiieiiiiiiiieee 1,087,213 605,932 571,303
Gross Profite..eeeeeeceeeeeeiceee L 34,406 27,785 24,964
Amortization of cost in excess of net assets acquir ed..... 6,744 6,744 6,744
Management fe€......ccocvveeiiniieivicee 5,608 3,169 2,981
Operating INCOMEe.....ccoovvvviiiiiiiiiiieeeeeee L 22,054 17,872 15,239
Interest income S 9,652 4,538 1,962
Interest eXPense.....ccovvvveeveveeeeeeeieieeeeee 3,301 3,214 3,396
Income before income taxes, minority interest and e quity

in net loss of affiliate..........coooceeeveeeee. L 28,405 19,196 13,805
Provision for income taxes......cccccccoeveeeeeeee L 15,180 11,946 10,458
Income before minority interest and equity in net | oss of

affiliate...ccceevviie 13,225 7,250 3,347
Minority interest in losses of ISTl.......ccoo..... . .. 151 360 244
Equity in net loss of affiliate..........cccoooeee. L (1,009) (2,056)
NEet iNCOME.....cooviiiiiiiiie e $ 12,367 $ 5554 $ 3,591

See notes to consolidated financial statements.
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SPACE SYSTEMS/LORAL, INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED MARCH 31, 1996, 1995 AND 1994
(IN THOUSANDS, EXCEPT SHARE DATA)

COMMON STOCK

SHARES ACCUMULATED
ISSUED AMOUNT DEFICIT TOTAL
Balance March 31, 1993............ccccveeeeenns 4,000 $466,668 $(40,312) $426,356
Net iNnCOMe.......ccccvviiiiiiiiieieeeeee e 3,591 3,591
Balance March 31, 1994............ccccvveevnns 4,000 466,668 (36,721) 429,947
Net inCome.......cccccvvvviiiiiiiieeeeeeeeee 5,554 5,554
Balance March 31, 1995...........ccccccvvvvinnees 4,000 466,668 (31,167) 435,501
Net iNnCoOMe.......ccccvviiiiiieiiieeeeee e 12,367 12,367
Balance March 31, 1996.............ccceeeennn. 4,000 $466,668 $(18,800) $447,868

See notes to consolidated financial statements.

F-41



SPACE SYSTEMS/LORAL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net iNCOMEe.......cooiiieiiiiiiieeeeiieeee
Depreciation and amortization
Deferred income taxes..................
Minority interest in losses of ISTI..
Equity in net loss of LQSS..........cccoeeuveee.
Changes in operating assets and liabilities:

Contracts in process, including long-term
receivables..........ccoooviieiiiieenn.
INVeNtories........ccccovvvveeeiiiiiieeeene
Deposits and other current assets.............
Prepaid pension cost and other assets.........
Accounts payable and other current liabilities
Customer advancCes..........cceeevuveeeeene
Postretirement and other liabilities..........

Net cash provided by operating activities..........

Investing activities:
Capital expenditures.............oeeveenvnnnne
Investment in LQSS...
Investment in OrioN..........coccveeeenieenn.

Financing activities:
Proceeds from borrowings...........ccccceeevne
Repayment of debt..................... .
Sale of minority interest in ISTI................

Net increase in cash and cash equivalents..........
Cash and cash equivalents, beginning of year.......

Cash and cash equivalents, end of year.............
Supplemental information:
Interest paid during the year, net of amounts

capitalized...........cooecviviiiiiienenenn.

Income taxes paid during the year................

See notes to consolidated financial statements.

(IN THOUSANDS)

FOR THE YEARS ENDED MARCH 31,

1996 1995 1994
...... $12,367 $ 5554 $ 3,501
...... 20,993 29,468 28,393
...... 10,237 11,507 9,270
...... (151) (360) (244)
...... 1,009 2,056
...... (58,002) 2,293  (84,430)
...... (26,729) 9,919 (48)
...... 8,431  (13,359)  (3,846)
...... 1,450 2,687  (1,160)
...... 79,450 27,539 2,199
...... 10,368 39,685 66,115
...... (537)  (1,150) (533)
...... 67,796 115839 19,307
...... (24,167)  (23,386)  (22,569)
...... (3,600)  (2,400)
...... (5,000)

(24,167)  (31,986)  (24,969)
...... 100,740 151,791 364,249
...... (69,728) (210,000) (345,000)

31,012 (58,209) 22,119
...... 74,641 25644 16,457
...... 52,222 26,578 10,121
...... $126,863 $ 52,222 $ 26,578
...... $ 2440 $ 2099 $ 2,813
...... $ 1,501 439 -
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SPACE SYSTEMS/LORAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Basis of Presentation:

Space Systems/Loral, Inc. ("SS/L"), a corporatatjgenture owned by Loral Corporation (“Loral") éddote 11) and four international
aerospace and communications companies (the "A#i&@artners"), designs and produces geosynchramou®w-earth orbit satellites and
subsystems for communications, remote earth seasidglirect-to-home broadcast television. Lorabulyh its wholly owned subsidiaries
Loral Aerospace Holdings, Inc. ("LAH") and Loral Aaspace Corp. ("Loral Aerospace"), owns 51% ofatimon stock of SS/L. Certain
partnerships affiliated with Lehman Brothers Hofgirinc. (the "Lehman Partnerships") own 627.3 shafé AH Series S Preferred Stock.
Each share of Series S Preferred Stock represémtsedicial interest in one share of common stdcRS/L. Due to the LAH Series S
Preferred Stock held by the Lehman Partnershipsllbas an effective 32.7% economic interest irLSSE/L operates under various
agreements which specify actions which can be taleahor its equity investors. The consolidatathficial statements include the accoun
SSIL, its wholly owned foreign sales corporatiobsidiary, and International Space Technology, (N&TI"), a partially owned, corporate
joint venture. Investments in partnerships are antad for on the equity method. All significantantompany balances and transactions |
been eliminated.

Use of Estimates in Preparation of Financial Stateents:

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the amounts of expengestesl for the period. Actual results could diffieom estimates.

Cash and Cash Equivalents:
Cash equivalents consist of money market investsnegith an original maturity of less than 90 days.
Financial Instruments:

SS/L's financial instruments consist of cash edaiwa, foreign exchange contracts, contracts-ircgss, long-term receivables and long-term
debt. Except as discussed in Note 4, SS/L belithatghe carrying value of its financial instrumgeapproximates fair value.

Concentration of Credit Risk and Major Customers:

Financial instruments which potentially subjectIS®/ concentrations of credit risk consist prindipaf cash and cash equivalents, foreign
exchange contracts (See Note 4) and contractooeps and long-term receivables ("Contract Reckggh SS/L's cash and cash equivalents
are maintained with high-credit-quality financiastitutions. SS/L's customers are U.S. and forgmrernments and large multinational
corporations. The credit worthiness of such instis is generally substantial and managementusdithat its credit evaluation, approval
and monitoring processes mitigate potential cneshis. SS/L generally obtains insurance to mitigatection risk associated with the ambit
delivery of satellites.

Sales to the U.S. government represented 10%, 2802206 of revenues from contracts for the yeargémdarch 31, 1996, 1995 and 1994,
respectively. Sales to foreign customers, primaniljsia, represented 27%, 15% and 31% of revefroes contracts for the years ended
March 31, 1996, 1995 and 1994, respectively. In61880 commercial customers represented 30% anddf3%venues from contracts. In
1995, four commercial customers represented 23%, 28% and 13% of revenues from contracts. Two ceroial customers represented
35% and 29% of revenues from contracts in 1994.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED)
Inventories:

Inventories consist principally of high reliabiliparts and are valued at the lower of cost or ntatkest is determined using the first-in-first-
out (FIFO) or average cost method.

Revenue Recognition:

Revenue under long-term fixed-price contracts é@gaized using the cost-to-cost percentage-of-cetigpl method. Contract revenue
includes estimated orbital incentives discountegrésent value at the launch date. Contract cosbsde the development effort required for
the production of high-technology satellites, nentrring engineering and design efforts in earlkyguks of contract performance, as well as
the cost of qualification testing requirements.

Revenue under cost-reimbursable type contracexizgnized as costs are incurred; incentive feessiimated and recognized over the
contract term.

A significant portion of SS/L's revenue is assaaiatvith long-term contracts in which there are neiné¢ risks. These risks include forecasting
costs and schedules, contract revenue relatechtoact performance (including orbital incentivetig potential for component obsolescence
in connection with long-term procurements and othetors characteristic of the industry.

Contracts with the U.S. government are subjeattmination by the U.S. government for convenienciodefault. Other government
contract risks include dependence on future ap@atipns and administrative allotment of funds ahdrges in government policies. Costs
incurred under U.S. government contracts are stifpeaudit. Management believes the results of suctits will not have a material effect
SS/L's financial position or results of operations.

Losses on contracts are recognized when determiRedsions in profit estimates are reflected inglkeeod in which the conditions that
require the revision become known and are estimable

In accordance with industry practice, contractgfioeess include unbilled amounts relating to catisrand programs with long production
cycles, a portion of which may not be billable viritene year.

Property, Plant and Equipment:

Property, plant and equipment are stated at ceste@lly, when assets are retired or otherwiseodisg of, the cost and accumulated
depreciation are eliminated from the accounts arydgain or loss is included in the results of ofiers. Depreciation is provided using
predominantly accelerated methods over the estinaeful lives of the related assets (buildingsiamutovements 20 to 45 years; all other
assets 2 to 10 years). Leasehold improvementsiaogtiaed over the shorter of the lease term oe#temated useful lives of the
improvements.

Foreign Exchange Contracts:

SS/L enters into foreign exchange contracts asdsedgainst exchange rate fluctuations of futurewus receivable and accounts payable
denominated in foreign currencies. Realized anéalired gains and losses on foreign exchange asitasignated as hedges are deferred
and recognized over the lives of the related caotgrim process.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED)
Cost in Excess of Net Assets Acquired:

Cost in excess of the fair value of net assetsiead|is being amortized over 40 years using thagti-line method. Accumulated
amortization was $36,825,000 and $30,081,000 atMat, 1996 and 1995, respectively.

The carrying amount of Cost in Excess of Net Asgetpuired is evaluated on a recurring basis. Cuaraed future profitability as well as
current and future undiscounted cash flows, exalydinancing costs, are primary indicators of rearability. For the three years ended
March 31, 1996, there was no adjustment to the/iceymamount of the Cost in Excess of Net Assetsubteql resulting from these evaluatio

Accounting Pronouncements:

In March 1995, the Financial Accounting Standardaf8 issued Statement of Financial Accounting StedglNo. 121, "Accounting for the
Impairment of Long-Lived Assets and for Long-Livadsets to Be Disposed Of" ("SFAS 121"), which iguieed to be adopted by fiscal

1997. SFAS 121 establishes the accounting stanftartise impairment of long-lived assets, certaitangible assets and cost in excess of net
assets acquired to be held and used, and for lead-assets and certain intangible assets to lpesksl of. SS/L does not expect the adoption
of SFAS 121 to have a material impact on its finalngosition or results of operations.

In October 1995, the Financial Accounting Stand&dard issued Statement of Financial Accountingn&tiads No. 123, "Accounting for
Stock-Based Compensation” ("SFAS 123"), which ¢aieed to be adopted by fiscal 1997. SFAS 123 éstads accounting and disclosure
requirements using a fair value based method aflading for stock based employee compensation piadsiding stock arrangements by
investors for the benefit of their investees. UNBIEAS 123, SS/L may either adopt the new fair valased accounting method or continue
intrinsic value based method and provide pro fodisalosures of net income as if the accounting igions of SFAS 123 had been adopted.
SS/L intends to elect to continue the intrinsicueainethod of accounting for stock based employegensation plans and provide the
required pro forma disclosures; therefore such tdopvill have no effect on SS/L's operations.

2. CONTRACTS-IN-PROCESS:

MARCH 31,

(IN THOUSANDS)

U.S government contracts:
Amounts billed..........cccccveveiiieiiiinnnn.
Unbilled contract receivables

$11,374 $ 8,319
12,927 15,562

Commercial contracts:
Amounts billed.......ccccovvveveeeieniiiees 122,313 35,217
Unbilled contract receivables..........cccoeeeee. . 104,657 144,308

$251,271  $203,406
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2. CONTRACTS-IN-PROCESS: (CONTINUED) Unbilled amasimclude recoverable costs and accrued proffirogress completed which
has not been billed. Such amounts are billed upgmneent of the product, achievement of contractoidééstones, or completion of the
contract and are reclassified to billed receivables

Payment terms and conditions vary between contraotgever, SS/L generally requires, for commerecaaitracts, advance deposits equal to
varying percentages of the total contract amount.

Billed receivables relating to long-term contrashi®wn above are expected to be collected withinyeae. Upon launch of a satellite, SS/L
reclassifies the orbital component of unbilled reakles to long term. During the years ended M&th1996 and 1995, $10,227,000 and
$41,973,000, respectively, were reclassified tgltarm receivables. Unbilled receivables include8$%,000 of orbital receivables expected
to be collected in fiscal 1997. Long-term receiealbhlances related to satellite orbitals at Marbh1l®96 are scheduled to be received as
follows (in thousands):

Selling, general and administrative expenses fytars ended March 31, 1996, 1995 and 1994 wé&2%3,000, $31,163,000 and
$26,398,000 and include independent research aredagement costs of $11,171,000, $9,471,000 ando$¥6060, respectively.

3. PROPERTY, PLANT AND EQUIPMENT:

MARCH 31,

(IN THOUSANDS)
$ 22,300 $ 22,300
58,721 57,331

Buildings and improvements
Machinery, equipment, furniture and fixtures....... 167,406 151,389
Leasehold improvements...........cccocuveeeennnes 5,317 5,133
Construction-iN-proCessS.....cccceveeeeeveveeeceeeee 15,788 11,698

$269,532 $ 247,851

Depreciation and amortization expense was $23,289FP2,724,000 and $21,649,000 and capitalizedast costs were $127,000, $100,000
and $373,000 for the years ended March 31, 1995 48d 1994, respectively.

4. FINANCING ARRANGEMENTS:
Foreign currency exchange facilities:

At March 31, 1996 and 1995, SS/L had foreign cuayeaxchange contracts (forwards and swaps) witbre¢banks to purchase and sell
foreign currencies, primarily Japanese yen, aggireg$246,483,000 and $296,349,000, respectivelgh®ontracts were designated as
hedges of certain foreign contracts and subcosttadbe performed through May 2006. The fair vatithese contracts, based on quoted
market prices, was $217,382,000 and $352,273,00Maath 31, 1996 and 1995, respectively. At March1¥06
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4. FINANCING ARRANGEMENTS: (CONTINUED) deferred ga on forward contracts to sell yen were $23,9954@ deferred losses
forward contracts to purchase foreign currencigmarily yen, were $5,106,000. At March 31, 199%ede=d losses on forward contracts to
sell yen were $53,836,000 and deferred gains omaia contracts to purchase yen were $2,088,00Q iS®kposed to credielated losses i
the event of nonperformance by counter partiebded financial instruments, but does not expecttaopter party to fail to meet its
obligation.

The maturity of foreign currency exchange contraetsl at March 31, 1996 is consistent with the @eitial or expected timing of the
transactions being hedged, principally receiptustomer payments under long-term contracts and eaig1io vendors under subcontracts.
These foreign exchange contracts mature as fol{owhousands):

TO PURCHASE TO SELL
AT AT AT AT
YEARS CONTRAC T MARKET CONTRACT MARKET
TO MATURITY RATE RATE RATE RATE
L $ 40,15 7 $37,712 $97,734 $87,595
210 5., 20,46 1 17,800 67,330 56,007
610 10, 15,127 14,064
Thereafter.........ccccovveveeeennnnnnn. 5,674 4,204
$60,61 8 $55,512 $185,865 $161,870

Debt
Long-term debt comprises:
MARCH 31,
1996 1995
(IN THOUSANDS)
Export -- Import credit facility
(weighted average interest rate of 5.8% and 5.0%,
respectively).....cccvveeviiciiiciiiieeees . $32,184  $34,040
Note purchase facility
(weighted average interest rate of 4.26%)........ ... 25,868
Revolving credit agreement
(weighted average interest rate of 8.25%)......... . 7,000

$65,052  $34,040

SS/L borrowed a total of $42,912,000 under an ebipgport credit facility ("the EX-IM Facility") wih a Japanese bank. The EX-IM Facility
is fully secured by a letter of credit arrangemaith another bank. At March 31, 1996, no amountsai@ed available for borrowing under
this facility. Principal is to be repaid in semiaah installments through November 1, 2005. Inteiesharged at the London Interbank Offer
Rate (LIBOR) less 1/4% and is payable semiannuailiMay 1 and November 1.

In 1994 SS/L entered into a $140,000,000 note @selfacility (the "Note Purchase Facility") with lkalian bank. Borrowings are
determined by formula and are made in accordantteanspecified schedule through the earlier of Bhel 998, or until the facility is fully
disbursed. Principal is to be repaid on the eadidwenty three months from the final acceptanate @f certain satellite deliveries or April
30, 2000. Interest is charged at a weighted averstgenf 4.26% and is payable semiannually. Thexeewo borrowings under this facility
during the year ended March 31, 1995. All borrowingder this facility reduce the amount availalsidar SS/L's Revolving Credit
Agreement (see below).
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4. FINANCING ARRANGEMENTS: (CONTINUED) SS/L has 2%0,000,000 revolving credit facility (“the Revaig Credit Agreement"”)
with a group of banks, which provides for borrowsrtgrough December 23, 1997 at which time the RéwgICredit Agreement expires.
Borrowings are unsecured and bear interest, at'$8ition, at various rates based on the lead $g@nikhe rate, or margins over the Federal
Funds rate or LIBOR. SS/L pays a commitment fe¢herunused portion of the Revolving Credit Agreem&he LIBOR interest rate is
subject to a reduction of one-tenth of 1% basetherachievement of a specific financial covenaBfLSachieved this covenant for the years
ended March 31, 1995 and 1996. The Revolving Cihsglieement contains customary covenants requirlity  maintain specified net
worth and debt to equity ratios, an interest cogenatio and a current asset to debt ratio. Intefdithe Revolving Credit Agreement limits
amounts that may be paid as dividends and advaoeexl from affiliates. The Revolving Credit Agreemh further provides that the total
advances and letters of credit outstanding magxreted $250,000,000.

Subsequent to March 31, 1996, SS/L received autdion under the EX-IM Facility, the Note Purch&seility and the Revolving Credit
Agreement to permit the transaction under the defenAgreement and Plan of Merger described ineNtit.

The aggregate maturities of long-term debt fonytbars 1998 through 2001 are as follows: $22,020,$245,000, $2,146,000 and
$28,013,000.

SSIL has other outstanding letters of credit ofrapnately $61,728,000 at March 31, 1996.
5. INCOME TAXES:
The components of the provision for income taxesaarfollows:

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)

Current:
Federal........ccooieiiiiiiiiiieeeee .. $1,836 $ 198
State, local & foreign.........ccccevvvveeeennn. ... 3,107
4,943 198
Deferred, principally federal...................... .. 10,237 $11,946 10,260
Total.eeeieieeeeeee e .. $15,180 $11,946 $10,458

The provision for income taxes excludes a defetagdenefit of $544,000 and $1,107,000 for the yeaded March 31, 1996 and 1995,
respectively, related to SS/L's share of Globgltd®. losses (see Note 6).
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5. INCOME TAXES: (CONTINUED) The income tax prowsi differs from the amount computed by applyingsteutory federal income

tax rate to income before income taxes for thefeilhg reasons:

Provision at statutory federal income tax rate.....

State income taxes, net of federal income tax
benefit. ..o

Non-deductible goodwill amortization...............

Impact of increase in federal rate on deferred tax
liability......cooiiiiiiiie e

L0osses Of ISTl..c.covuuieeeiiiiiciiieeee

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)
. $9942 $6,719 $4,832

2,219 1,767 1,300
2,360 2,360 2,360

956
330 875 672
329 225 338

.. $15,180 $11,946 $10,458

Deferred income taxes have been calculated usirgset and liability method. The deferred tax lighon the accompanying balance sheet
arises from the tax effect of the temporary differes between the carrying amounts of assets dbilitiées for financial and income tax
reporting purposes, and is principally relatedge af the long-term contract method of accountorgdx purposes, the liability for other
postretirement benefits and differences in taxlamak bases of assets and liabilities acquired.

At March 31, 1996, the reported deferred tax liabik net of future tax benefits of $6,864,000sarg from net operating loss carryforwards
which expire beginning in 2007. Tax carryforwarchefits will be used in the periods that net defeiteex liabilities mature.

The significant components of the deferred incoaxeaissets and liabilities are:

Deferred tax assets:

Postretirement benefits other than pensions......

Net operating loss carryforwards.................
Compensation and benefits..............ccueeen.
Other, Net........coociveiiiiiieeeieeeee

Deferred tax liabilities:

Income recognition on long-term contracts........

Property, plant and equipment....................
Pension COStS..........ccvveveinciieeeiiien.

Net deferred income tax liability..................

6. INVESTMENTS:

MARCH 31,

.............. $13,719 $13,313

.............. 6,864 16,212
.............. 4,681 3,355
.............. 4,376 1,449

.............. $66,308 $56,615

In March 1994, SS/L agreed to purchase an 11%dapartnership interest in Loral Qualcomm Sate$igevices, L.P. ("LQSS") for
$6,000,000. LQSS's only asset is 18,000,000 geparaiership interests in Globalstar, L.P. ("Glskel"), which represents a 38.3% interest
in Globalstar at March 31, 1996 and 1995. Globalsts formed to design, construct and operate édwite, low-earth orbit satellite-
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6. INVESTMENTS: (CONTINUED) based digital telecomnications system. SS/L's investment is net offites of Globalstar's pretax
losses of $1,553,000 and $3,163,000 in the yeatsceMarch 31, 1996 and 1995, respectively.

In connection with the construction of the Globalstystem, Globalstar entered into a $1.4 billiontact with SS/L to design, manufacture,
test and obtain launch vehicles and launch serdardss constellation of 56 satellites. Under duatract, SS/L has agreed to act as
Globalstar's agent to obtain launch vehicles, gedor the launch of Globalstar satellites and iokitassurance to cover the replacement co
satellites or launch vehicles lost in the evera ¢dunch failure. SS/L has entered into subcorgrath certain of Globalstar's direct or indir
limited partners, some of whom are shareholde®&S3t.. Revenue recorded under the Globalstar cdrftrathe years ended March 31, 1996,
1995 and 1994 was $336,977,000, $97,258,000 an@E900, respectively. Billed and unbilled receilealfrom Globalstar were
$10,082,000 and $72,535,000, and $9,700,000 an® #2000 at March 31, 1996 and 1995, respectively.

Globalstar's space segment contract with SS/L fallapproximately $310 million of the contractliniys to be deferred as vendor financing.
Of the $310 million, $90 million is interest beagiat the 30-day LIBOR rate plus 3% per annum. Emeaining $220 million of vendor
financing is non-interest bearing. Globalstar wélbay the non-interest bearing portions as folld€ million following the launch and
acceptance of 24 or more satellites (the "Prelinyit@onstellation"), $61 million upon the launch axteptance of 48 or more satellites (the
"Full Constellation"), and the remainder in equegtallments over the five-year period following eptance of the Preliminary and Full
Constellations. SS/L's subcontractors have assanpedtion of this vendor financing which totals eppmately $121 million and will be pa
on similar terms. Payment of the $90 million intgreearing vendor financing will be deferred uB@cember 31, 1998 or the Full
Constellation Date, whichever is earlier. Theraaftderest and principal will be repaid in twerigual quarterly installments over the next
five years.

At March 31, 1996, $33,849,000 of the vendor finageeceivable is interest bearing.

SS/L has agreed to guarantee approximately $1000@f Globalstar's obligation under a $250,000 6@@it agreement. In return for
providing such guarantee, SS/L will receive warsantpurchase 195,094 shares of Globalstar Teleconwations Limited common stock at
$26.50 per share.

In April 1994, SS/L purchased common stock reprisgra five percent interest in Orion Network Sysse Inc. for $5,000,000. At March &
1996, the carrying value of the investment appraxéd market value. The investment is accounteddig the cost method.

7. RELATED PARTY TRANSACTIONS:

SSIL, its shareholders, and Loral have enteredargtimckholders' agreement ("the Stockholders' émgent") which provides for management
fees to be paid to Loral, ranging from 0.5% to 1Rsales, as defined, depending upon SS/L's opgrpgnformance. Such management fees
were $5,608,000, $3,169,000 and $2,981,000 foy¢laes ended March 31, 1996, 1995 and 1994, resphcti

The Stockholders' Agreement also requires SS/layoljoral an annual fee for overhead reimbursenmaitio exceed 1% of SS/L's adjusted
sales, as defined, for each fiscal year. This feeumted to $3,427,000, $3,287,000 and $3,512,00théoyears ended March 31, 1996, 1995
and 1994, respectively.

SS/L was billed for certain operational, executagministrative, financial, legal and other sersipeovided by LAC and other Loral
divisions, and SS/L charged LAC certain overheastd\et costs billed to SS/L by LAC and other Laligisions were $7,066,000,
$8,518,000 and $5,934,000 for the years ended M&kch996, 1995, and 1994, respectively.

F-50



SPACE SYSTEMS/LORAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

7. RELATED PARTY TRANSACTIONS: (CONTINUED) In conaton with contract performance, SS/L provides g to and acquires

services from Loral and its affiliated companiessidmmary of such transactions and balances idlag/fo

Revenue from services sold................ccuee....

Cost of purchased services...........cccceeeennee

Balances at year end:
Receivable..........ccccoovviiiiiiiie
Payable.........ccccooiiii

Due to Loral affiliates, net............c.coo......

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)
.. $1,096 $1,103 $ 672
. 28228 27,631 16,441

.. $ 430 $ 724 $2875
. 15,823 7,272 10,272

.. $15,393 $6,548 $7,397

SS/L's sales to, purchases from, and balanceshdéthAlliance partners are as follows:

Revenue from services sold..............ccccueee...

Cost of purchased services..............cccuueeene

Balances at year end:
Receivable..........cccccoiiiiiiiiiie
Payable.........cccoiiiiii

YEAR ENDED MARCH 31,

1996 1995 1994
(IN THOUSANDS)
. $32561 $3,073 $1,420
. 249092 85489 63,255

.. $15066 $ 840 $ 571
38,257 19,521 8,541

Loral granted certain key employees of SS/L optiongurchase shares of Loral common stock. At M&Eth1996, 1995 and 1994, options to
purchase 466,304, 445,788 and 387,996 shares af temmon stock were outstanding, respectivelyjuédd for a two for one stock split in
each of fiscal years 1996 and 1994). SS/L has ddrepay Loral any difference between the mark&ievaf Loral stock at the time of
exercise and the option price for up to 200,000eshauthorized by SS/L's stockholders, and to rerseLoral for any tax benefit resulting
from shares granted in excess of that amount.Heoyéars ended March 31, 1996, 1995 and 1994, 0@, $726,000 and $533,000,
respectively, of compensation expense was accharetié excess of market value of Loral stock owereise prices for options exercisable
subject to the authorized limitation.

8. COMMITMENTS AND CONTINGENCIES:

At March 31, 1996, SS/L was party to various nowe#iable real estate leases with minimum aggreggetal commitments payable as
follows (in thousands):

1997 i ———. e $ 5,935
1998, s 3,906
1999 e s 1,996
0 1,827
0 1,488
Thereafter......cccoovvvveeeiiiiieeeeeeeeee . 14,880
$ 30,032
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8. COMMITMENTS AND CONTINGENCIES: (CONTINUED) Leasecovering major items of real estate contain reth@nd/or purchase
options which may be exercised by SS/L. Rent experas $6,440,000, $4,805,000 and $4,731,000 foyehes ended March 31, 1996, 1€
and 1994, respectively.

Due to the long lead times required to producelpased parts, SS/L has entered into various purcmasmitments with suppliers. These
commitments aggregated $841,376,000 at March 36.19

SS/L is party to various litigation arising in thermal course of its operations. In the opiniomaihagement, the ultimate liability for these
matters, if any, will not have a material advereat on SS/L's financial position or results ofogations.

Under the Stockholders' Agreement, a change ofabott Loral Corporation within the meaning of suagireement would provide each of
SS/L's Alliance Partners with the right to (i) pleir equity interests back to SS/L at fair mankadtie or (ii) purchase a pro rata share of
Loral's equity interest in SS/L for fair market wal(subject to receiving certain authorizationsuding U.S. government approval). In
addition, an Alliance Partner which dissents agaiegtain actions of the Board of Directors apprbieg Loral and at least two other Alliance
Partners, including material changes in SS/L'seggia plan and related lines of business, a mesgée, of substantially all assets of SS/L, or
sale of stock which increases outstanding sharesdrg than 10%, may offer its interests to the o#iikance Partners at 90% of fair market
value; if not purchased by the Alliance Partnef&/LSvould be required to repurchase such shardmaprice. In the event any of SS/L's
Alliance Partners put their interests back to S&fral will acquire such interests.

(See Note 11.)

9. PENSIONS AND OTHER EMPLOYEE BENEFITS:
Pensions:

SS/L maintains a contributory defined benefit penglan covering substantially all employees. Bisaafre based on members' salaries and
years of service. This plan is administered uniderdirection of LAH. SS/L's funding policy is geaby to contribute in accordance with c
accounting standards that affect government caitrsicsubject to the Internal Revenue Code anda#gns thereon. Contributions for the
year ended March 31, 1996, 1995 and 1994 were 8800, $58,000 and $3,993,000, respectively. Pdarta are invested primarily in U
government and agency obligations and listed stankisbonds.

Net pension costs include the following compone

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)
Service cost -- benefits earned during the

PEHOd. ... $ 3,676 $ 3,950 $ 2,897
Interest cost on projected benefit obligation...... 10,070 9,025 8,199
Actual loss (return) on plan assets................ (27,838) 372 (13,184)
Net amortization and deferral...................... 18,110 (10,672) 3,610
Net pension CostS.........ccccceveeevuveeineenne. $ 4,018 $ 2,675 $ 1,522
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9. PENSIONS AND OTHER EMPLOYEE BENEFITS: (CONTINUEDhe following table sets forth the Plan's fundéatus:

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)

Actuarial present value of benefit obligations:

Vested benefitS.......cccevvevveneiiniinnns .. $128,032 $98,540 $92,745

Accumulated benefits.........ccovvvvvereennen. .. $129,290 $99,279  $93,412

Effect of projected future salary increases...... .. 17,711 13,908 15,243

Projected benefits..........ccoeveiiiiiiiines .. 147,001 113,187 108,655
Plan assets at fair value.............cc.ccccoee. .. 140,934 112,837 115,030
Plan assets (less than) in excess of projected

benefit obligation...............cccccveeeeenn. .. (6,067) (350) 6,375
Unrecognized net prior service cost................ . 63 (40) (900)
Unrecognized net l0SS.........ocvvveeiiiiienennne .. 27,347 21,760 18,513
Prepaid pension cost included in other assets in th e

accompanying balance sheet....................... .. $21,343 $21,370 $23,988
The principal actuarial assumptions are as follows:

Discount rate.........cccccovvreereininneeenn. .. 7.50% 8.50% 7.75%

Rate of increase in compensation levels.......... .. 4.50% 4.75% 4.75%

Expected long-term rate of return on plan assets. .. 9.50% 9.50% 9.50%

Postretirement Health Care and Life Insurance Cost:

In addition to providing pension benefits, SS/L\pdes certain health care and life insurance b&nfi retired employees and dependents.
Participants are eligible for these benefits whwytretire from active service and meet the eligjbiequirements for SS/L's pension plans.
These benefits are funded primarily on a pay-asgmbasis with the retiree generally paying a portf the cost through contributions,
deductibles and coinsurance provisions.

In March 1993, SS/L adopted various plan amendmestsdting in unrecognized prior service gains,clihare being amortized commencing
in 1994,

Postretirement health care and life insurance déonshksde the following components:

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)

Service cost -- benefits earned during the period.. ..$ 405 $ 386 $ 364
Interest cost on accumulated postretirement benefit

obligation.........cccooviiiiiiniiies ... 1,549 1,445 1,682
Net amortization and deferrals..................... ... (1,316) (1,481) (1,311)

Total postretirement health care and life insurance
COSES..oeuriaieiiresire et .. $ 638 $ 350 $ 735
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SPACE SYSTEMS/LORAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

9. PENSIONS AND OTHER EMPLOYEE BENEFITS: (CONTINUEDhe following table reconciles the amounts re¢pggh in the balance
sheet:

YEAR ENDED MARCH 31,

1996 1995 1994

(IN THOUSANDS)
Accumulated postretirement benefit obligation:

RELIIEES. ..ot ... $13,539 $10,562 $13,510

Fully eligible plan participants................. .. 3,229 2,805 3,181

Other active plan participants................... ... 6,031 4,275 5,915
Total accumulated postretirement benefit obligation .. 22,799 17,642 22,606
Fair value of assets.........c.cccceeviiiieeenne ... (1,868) (1,348) (997)
Unfunded accumulated postretirement benefit

obligation.........cccoeveivincnenicee .. 20,931 16,294 21,609
Unrecognized prior service gain related to plan

amendmentS........cveveeririeeeeeniieee e .. 13,696 14,968 16,240
Unrecognized net (I0oss) gain........ccceeeeeenne .. (1,164) 2,738 (2,699)
Accrued postretirement health care and life insuran ce

(o701 T ... $33,463 $34,000 $35,150

The principal assumptions used in determining #respn benefit obligation are as follows:

Discount rate........cccoeveveeeeiiiieeeeeinen. ... 7.50% 8.50% 7.75%
Rate of increase in compensation levels............ ... 4.50% 4.75% 4.75%
Present healthcare cost trend rate................. .. 1059% 11.73% 12.36%
Ultimate trend rate by the year 2004............... ... 5.50% 6.00% 6.00%

Changing the assumed health care cost trend rat&thn each year would change the accumulatedgiostment benefit obligation by
approximately $2,150,000 and the aggregate seavidanterest cost components for 1996 by approxity&240,000.

Postemployment Benefits:

Effective April 1, 1994, SS/L adopted Statemenfisfancial Accounting Standards No. 112, "EmployArgounting for Postemployment
Benefits" ("SFAS 112"). SFAS 112 requires thattbsts of benefits provided to employees after egmpént but before retirement be
recognized in the financial statements on an atbags. The adoption of SFAS 112 did not have terra impact to the financial position
results of operations of SS/L.

Employee Savings Plan:

SS/L employees participate in the Loral Aerospamér)s Plan ("the Plan™). Under the Plan, SS/L imegd50% of participating SS/L
employees' contributions, up to 6% of base paylL'S®&iatching contributions made in Loral commorckteere $2,852,000, $2,976,000 and
$2,782,000 for the years ended March 31, 1996, 89851994, respectively.

10. INTERNATIONAL SPACE TECHNOLOGY, INC. COMMON STCK TRANSACTIONS:

In September 1993 and March 1994, Internationat&ga@&chnology, Inc. ("ISTI"), a corporate joint were with unrelated third parties,
entered into agreements to sell, in installmen2.8% equity interest in ISTI to two unaffiliatedtities. Under the first installment, ISTI s
267.85 common shares for $2.9 million in 1994, espnting a 17.6% equity interest in ISTI. In Novemb994, in conjunction with the stock
sales agreements, ISTI issued an additional 2&88mn shares to one of the minority shareholdecseasing
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SPACE SYSTEMS/LORAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

10. INTERNATIONAL SPACE TECHNOLOGY, INC. COMMON STCK TRANSACTIONS: (CONTINUED) the minority interest ISTI

by 1.6% to 19.2%. Accordingly, 17.6% of the loseEESTI incurred subsequent to the sale and pddidvember 8, 1994, and 19.2% of such
incurred losses after November 7, 1994, have bkerated to the minority interest. Additional satéfsshares under the agreements are
contingent upon completion of certain product digtions by SS/L.

11. SUBSEQUENT EVENTS:

On April 22, 1996, Loral Corporation ("Loral") aheckheed Martin Corporation ("Lockheed Martin") soimmated a definitive Agreement
and Plan of Merger (the "Merger Agreement") amooggl, Lockheed Martin and LAC Acquisition Corpomatj a wholly owned subsidiary
of Lockheed Martin, providing for the transactidhat resulted in the defense electronics and sysietagration businesses of Loral
becoming a subsidiary of Lockheed Martin. Concuiyenith the execution of the Merger Agreement, &locertain wholly-owned
subsidiaries of Loral and Lockheed Martin entergd the Restructuring, Financing and Distributiogréement (the "Distribution
Agreement”), which provides, among other things(ifothe transfer of Loral's space and communacegibusinesses, including its direct and
indirect interests in Globalstar, L.P. ("GlobalStaGlobalstar Telecommunications Limited ("GTL9pace Systems/ Loral, Inc. ("SS/L") and
other affiliated businesses, as well as certaipragissets to Loral Space & Communications Ltd.earBida company ("Loral SpaceCom"),
(i) the distribution of all of the shares of LoidpaceCom common stock to holders of Loral commacksand persons entitled to acquire
shares of Loral common stock on a one-for-one l##és"Spin-Off") each as of a record date (theifiSpff Record Date"), and (jii) the
contribution by Lockheed Martin of $612,274,000ngdfich $344,000,000 represents payment for predesteck, convertible into a 20%
equity interest in Loral SpaceCom, to be retaingtidckheed Martin following the Spin-Off and the Mer.

On April 23, 1996, the merger between Loral andkbeed Martin was completed. In conjunction with therger, Loral's space and
communications businesses, including its directiaditect interests in Globalstar, GTL, SS/L anlestaffiliated businesses, as well as
certain other assets, have been transferred td Epece & Communications Ltd., a Bermuda corporatio
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Exhibit 2.3

LORAL CORPORATION
600 Third Avenue
New York, New York 10016

as of April 15, 1996

Lockheed Martin Corporation
LAC Acquisition Corporation
6801 Rockledge Drive
Bethesda, Maryland 20817

Re: Amendment of Agreement and Plan of Merger dasedf January 7, 1996
Ladies and Gentlemen:

Reference is made to the Agreement and Plan of &lelated as of January 7, 1996 (the "Merger Agreéimamong Lockheed Martin
Corporation ("Parent"), LAC Acquisition Corporati¢iPurchaser") and Loral Corporation (the "Companyérms not specifically defined
herein shall have the meanings set forth in theggleAgreement. The following sets forth our mutagleement with respect to certain
matters relating to the Merger Agreement.

1. The parties agree that the parenthetical comiaimthe second sentence of Section 2.10 of thg@iégreement shall be amended to read
as follows:

"(including, if so authorized by the Company's Bbaf Directors, holders who are subject to the répg requirements of Section 16(a) of
Exchange Act)."

Please indicate your acceptance of and agreemém foregoing Amendment of Agreement and Plan efgér by signing below.
Very truly yours,
LORAL CORPORATION

By: /s/ Eric J. Zahler
Name: Eric J. Zahler
Title: Vice President and
General Counsel



Lockheed Martin Corporation
LAC Acquisition Corporation
as of April 15, 1996

ACCEPTED AND AGREED
AS OF APRIL 15, 1996:

LOCKHEED MARTIN CORPORATION

LAC ACQUISITION CORPORATION

Page 2

. /sl Frank H Menaker, Jr.

Name: Frank H Menaker, Jr.
Title: Vice President and

General Counsel

/sl Stephen M Piper

Name: Stephen M Piper

Title: Assistant Secretary



Exhibit 2.4
Amendment to Distribution Agreement

LOCKHEED MARTIN CORPORATION
6801 ROCKLEDGE DRIVE
BETHESDA, MARYLAND 20817

as of April 15, 1996

Loral Corporation

Loral Space & Communications Ltd.
Loral Aerospace Holdings, Inc.
Loral Aerospace Corp.

Loral General Partner, Inc.
Loral Globalstar, L.P.

600 Third Avenue

New York, New York 1001(
Loral Globalstar Limited

P.O. Box 309

Ugland House

South Church Street

Grand Cayman Islands

British West Indies

Re: Waiver With Respect to and Amendment of Distidn Agreement
Ladies and Gentlemen:

Reference is made to the Restructuring, FinanamgCistribution Agreement (the "Distribution Agreent"), dated as of January 7, 1996, by
and among Lockheed Martin Corporation ("Lockheedti¥), Loral Corporation ("Loral"), Loral Aerospadoldings, Inc., Loral Aerospace
Corp., Loral General Partner, Inc., Loral GlobalstaP., Loral Globalstar Limited and Loral SpaceC&mmunications Corp. (“Loral
SpaceCom Corp."). Terms not specifically definegelreshall have the meanings set forth in the istion Agreement. The following sets
forth our mutual agreement with respect to centadtiters relating to the Distribution Agreement.

1. Subject to the provisions of paragraph 2 belovekheed Martin hereby waives the provisions oft®ac2.6(a) and (b) of the Distribution
Agreement insofar as such provisions would othexni®hibit, restrict or delay the assignment, cganee or transfer of shares (the "SS/L
Shares") of capital stock of Space Systems/Lonal, {'SS/L") to Loral Space & Communications Lt Bermuda company (“Loral
SpaceCom") or a Loral SpaceCom subsidiary pridhédDistribution Date if waivers of all Third ParfBall Rights or Third Party Put Rights
with respect to such SS/L Shares have not beervegtprior to the time of such assignment, convegaor transfer



2. The parties consent to the prior assignmentdrallSpaceCom Corp. of all of its rights and oltiigas under the Distribution Agreement to
Loral SpaceCom and agree that all references tac8pn the Distribution Agreement shall be deentebd references to Loral SpaceCom.
SpaceCom hereby reaffirms and acknowledges iteamst that (x) it shall, pursuant to the provisiohSection 2.6(c) of the Distribution
Agreement, indemnify the Company and all Paren¢imcified Parties for all Indemnifiable Losses angsout of, relating to or resulting from
the exercise or purported exercise of any ThirdyRaall Right or any Third Party Put Right and fyjor to the exercise or the receipt of
waivers of Third Party Call Rights, it shall nos@p), convey or transfer the applicable SS/L Sharesy third party or otherwise take any
action that would have the effect of denying orenatly adversely affecting the Third Party CalbRis set forth in the SS/L Stockholders
Agreements. Loral SpaceCom further agrees thagit ;xdemnify and hold harmless the Company ahBalent Indemnified Parties from
and against all Indemnifiable Losses (whether i@salt of injunctive action or otherwise) arisingt @f, relating to or resulting from the
transfer of the SS/L Shares to Loral SpaceCom puoitine receipt by the Company or Loral SpaceCoumilofiaivers and consents otherwise
required prior to such transfer, including withdiatitation, the continuation of the Company aftee Distribution Date as a party to the SSL
Stockholder Agreements. Notwithstanding anythinthecontrary contained herein or in the DistribantAgreement, Loral SpaceCom shall
indemnify the Company and the Parent Indemnifiedi€safor costs, fees and expenses of attornegsuatants, consultants and other sinm
persons engaged by the Company or the Parent InfiednRarties with respect to the matters set fortthis Paragraph 2 or in Section 2.6 of
the Distribution Agreement if any only to the extémat they relate to (x) claims or inquires irtiéid by a third-party not affiliated with the
Company or Lockheed Martin or (y) Actions.

3. The parties agree that:
(a) Section 6.7(d) of the Distribution Agreemendlsbe amended by adding the following as thedastence thereof:

"Notwithstanding anything to the contrary contaimedhis Section 6.7(d), the obligations and righitshe parties arising under this Section
6.7(d) shall be qualified in their entirety by asubject to the limitations with respect theretofeah in the Agreement Containing Consent
Order to be entered into between Parent and ther&letirade Commission (File No. 961-0026)."

(b) Section 2.1(a) is hereby amended by deletiicy su
Section 2.1(a) in its entirety and substituting¢tier the new Section 2.1(a) contained in Annegrelo.

(c) Section 5.2(a)(v) is hereby amended by addirjeaend of such clause the following additiomalguage:

"or the continuation of the Company, LAC or Holdings parties to the SSL Stockholders Agreements after the Distribution Date."



Please indicate your acceptance of and agreeméms foregoing Waiver With Respect to and Amendnoéihe Restructuring, Financing
and Distribution Agreement by signing below.

Very truly yours,
LOCKHEED MARTIN CORPORATION

By: /s/ Frank H Menaker, Jr.

Name: Frank H Menaker, Jr.
Title: Vice President and General Counsel

ACCEPTED AND AGREED
AS OF THE DATE FIRST
ABOVE WRITTEN:

LORAL CORPORATION

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President, General Counsel and
Assi stant Secretary

LORAL SPACE & COMMUNICATIONS LTD.

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President, General Counsel and
Secretary

LORAL AEROSPACE HOLDINGS, INC.

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President and Assistant Secretary
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LORAL AEROSPACE CORP.

By: /s/ Eric J. Zahler

Nanme: Eric J. Zahler
Title: Vice President and Assistant Secretary

LORAL GENERAL PARTNER, INC.

By: /s/ Eric J. Zahler

Nane: FEric J. Zahler
Title: Vice President and Assistant Secretary

LORAL GLOBALSTAR L.P.

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President and Assistant Secretary

LORAL GLOBALSTAR LIMITED

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President
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ANNEX 1
Section 2.1. Transfer of Assets
(a) Subject to the terms and conditions of thisekgnent:

(i) prior to the Distribution Date, Loral shall forSS/L Bermuda, Ltd. ("SS/L Bermuda") and LGP BedaLtd. ("LGPB") as wholly-owned
Bermuda corporations and Loral SpaceCom Corporasisa wholly-owned Delaware corporation ("Lorab&pCom-US");

(i) prior to the Distribution Date, Loral shallfim Loral SpaceCom DBS Holdings, Inc. ("SpaceCom DB&lings") as a wholly-owned
subsidiary of Loral SpaceCom and Loral SpaceCom ,DBS ("SpaceCom DBS") as a wholbywned subsidiary of SpaceCom DBS Holdi

(iii) prior to the Distribution Date, LG shall trafer to LGP all of its right, title and interestand to all shares of capital stock owned by LG in
GTL, by means of a non-liquidating distributionltGP of such equity securities;

(iv) following the action referred to in the immatkly preceding clause, Cayman shall transfer tB kb of its assets, including all of its
right, title and interest in and to its partnersimtgrest in LG, by means of a liquidating disttiba in dissolution of Cayman under local law;

(v) following the action referred to in the immetdily preceding clause, LG shall dissolve under Wafe law, pursuant to which LG shall
transfer its right, title and interest in and @ prtnership interests in LQP, LQSS, Globalstaral/Dasa Globalstar, L.P. ("Dasa") and in and
to any other Spinco Asset owned by LG to LGP (pted however, that the transfers of such partngiskérests pursuant to this subsection
(a) shall be preceded by the written consent th stansfer by the other partners, but only to tktere such consent is required under the
relevant partnership agreements);

(vi) following the action referred to in the immatkly preceding clause, LGP shall distribute asvi@ehnd all of its right, title and interest in
and to (a) all properties received from LG pursuardlause 2.1(a)(iii) hereof; (b) all propertieseived from LG pursuant to clause 2.1(a)(v)
hereof; and (c) from its retained 2% interest inA,@ 1% capital interest and a 1.75% profits istere LQP to Aerospace;

(vii) following the action referred to in the immiately preceding clause, Aerospace shall distrilasta dividend all of its right, title and
interest in and to (a) all properties received flo@P pursuant to clause 2.1(a)(vi) hereof; andaflishares of capital stock owned by
Aerospace in SS/L to Holdings;

(viii) following the action referred to in the immiately preceding clause, Loral DBS, Inc. ("DBS3tip8 distribute all right, title and interest
and to its properties in liquidation of DBS to Hiolgs, including any interest it may hold in Contite;

(ix) following the action referred to in the immatkly preceding clause, LAH shall distribute ajlht, title and interest in and to (a) all of the
capital stock of
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Continental; (b) all properties received from Agrase pursuant to clause 2.1(a)(vii) hereof; (ckladires of capital stock owned by Holdings
in SS/L (excluding the 731.85 shares to be transfieto SS/L Bermuda in exchange for a like numb&3JL Tracking Shares of SS/L
Bermuda); (d) all shares of capital stock ownedHbydings in R/L DBS, L.L.C. ("R/L DBS"); and (e)lgdroperties received from DBS
pursuant to clause 2.1(a)(viii) hereof to Loral;

(x) following the action referred to in the immeidily preceding clause, Loral Globalstar Canada,, laP®elaware limited partnership
("Canada"), shall dissolve under Delaware law, pans to which Canada shall distribute all righttetand interest and to any Spinco Asset
owned by Canada to GC One, Inc., a Delaware cotipar@GC-1"), and GC Two, Inc. a Delaware corpamat("GC-2"), respectively;

(xi) following the action referred to in the immatkly preceding clause, GC-1 and GC-2 shall trarsdferoperties received from Canada
pursuant to clause 2.1(a)(x) hereof to Loral by mseaf a liquidating distribution in dissolution GIC-1 and GC-2 under Delaware law;

(xii) following the action referred to in the immately preceding clause, Loral Fairchild, Inc., el@vare corporation and indirect, wholly-
owned subsidiary of Loral ("Fairchild"), shall distute its entire beneficial interest in the CCDnisaiit to Loral;

(xiii) following the action referred to in the immiately preceding clause, Loral shall cause anysilidry to distribute all right, title and
interest in and to any Spinco Asset (other tharintezest in LGP which is being contributed purduarclause (xvi) hereof) of such
Subsidiary to Loral, to the extent not previousitidbuted to Loral pursuant to any of the precgditauses of this Section 2.1(a);

(xiv) following the action referred to in the immiately preceding clause, Loral shall contributeright, title and interest in and to (a) all
shares of capital stock owned by Loral in SS/L E&dF to SS/L Bermuda; and (b) a 1% capital interssd 1.75% profits interest in LQP and
all partnership interests in LQSS to LGPB as capitatributions to each entity;

(xv) following the action referred to in the immatily preceding clause, Parent shall transfer tall.as a capital contribution, $712,400,000
in immediately available funds, less any amountcivlihe parties hereto have at such time agreeads ¢o Parent pursuant to the provisions
of Sections 4.1(a) and 4.1(c) hereof (the aggregfdeich cash amount being hereinafter referrexbtihe "Spinco Cash Amount™) and Loral
shall then contribute all right, title and interéstind to (a) all properties described in claude 2

(a)(viii), clause (xi) and clause (xiii) hereof;) (@ll properties received from LAH pursuant to da2.1(a)(ix) hereof (to the extent not
previously contributed to SS/L Bermuda or LGPB parg to clause 2.1(a)(xiv) hereof); (c) all shasEsapital stock in SS/L Bermuda and
LGPB; (d) all shares of capital stock of Loral Teh®ervices, Inc., a Delaware corporation ("TraydE) the entire beneficial interest in the
CCD Lawsuit; (f) the 6.5% GTL Convertible Preferteduivalent Obligations due 2006 owned by Lora);dl of the capital stock of Loral
SpaceCom-US; (h) any other Spinco Asset owned Iogllto the extent not specifically referred to iwyaf the preceding or subsequent
clauses of this Section 2.1(a); and (i) the Spi@ash Amount to Loral SpaceCom in exchange for L8pglceCom Common Stock and Loral
SpaceCom Preferred Stock, provided, however, tBé4 $00,000 of the
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Spinco Cash Amount shall be in exchange for thalL8paceCom Preferred Stock and the balance shakkated as additional consideration
for the Loral SpaceCom Common Stock;

(xvi) following the action referred to in the immiatkly preceding clause, Aerospace shall distrilallteght, title and interest in and to all of
the capital stock of LGP to Holdings;

(xvii) following the action referred to in the immiiately preceding clause, Holdings shall distribaiteight, title and interest in and to all
properties received from Aerospace pursuant tasel@ul(a)(xvi) hereof to Loral; and

(xviii) following the action referred to in the imediately preceding clause, Loral shall contribdkeight, title and interest in and to all
properties received from Holdings pursuant to aa®id (a)(xvii) hereof to Loral SpaceCom as a capdatribution.
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SECOND AMENDED AND RESTATED BYE-LAWS
OF
LORAL SPACE & COMMUNICATIONS LTD.

As adopted by the sole
shareholder of the above
Company by written
consent dated April 15,
1996.
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SECOND AMENDED AND RESTATED
BYE-LAWS
OF
LORAL SPACE & COMMUNICATIONS LTD.

INTERPRETATION
1. In these Bye-Laws unless the context othervageires:
(a) "Bermuda" means the Islands of Bermuda;
(b) "Board" means the Board of Directors of the @amy or the Directors present at a meeting of Barscat which there is a quorum;
(c) "Bye-Laws" means these Second Amended and RddBye-Laws in their present form or as from titméime amended,;
(d) "Common Shares" means the Common Shares ofghae $0.01 per share;

(e) "the Companies Acts" means every Bermuda stéitoin time to time in force concerning companiesoiar as the same applies to the
Company;

(f) "Company" means the company incorporated imBeta under the name of LORAL SPACE & COMMUNICATIOMNSD. on the 12th
day of January, 1996;

(9) "paid up" means paid up or credited as paid up;

(h) "Preferred Shares" means the Series A Pref&@hagles, the Series B Preferred Shares and anysetties o



preferred shares of the Company designated asbyuBlesolution adopted from time to time.
() "Register" means the Register of ShareholdétkeCompany;
() "Registered Office" means the registered offimethe time being of the Company;

(k) "Resolution"” means a resolution of the Sharééid or, where required, of a separate class aratpclasses of Shareholders, adopted in
general meeting in accordance with the provisidriihese Bye-Laws;

() "Seal" means the common seal of the Companyireiddes any duplicate thereof;

(m) "Secretary" includes a temporary or assistaer&@ary and any person appointed by the Boarérimin any of the duties of the
Secretary;

(n) "Series A Preferred Shares" means the Seriésrvertible Non-Voting Preferred Shares of par 80.01 per share;

(0) "Series B Preferred Shares" means the SerRefrred Shares of par value $0.01 per shareddaweccordance with the shareholders
right plan referred to in Bye-law 4;

(p) "Shareholder" means a shareholder or membtireo€ompany;
(g) "shares" means Common Shares or Preferred Starboth, as the case may be.
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2. For the purposes of these Bye-Laws:

(a) A corporation shall be deemed to be presepeison if its representative duly authorized punstmthe Companies Acts is present;
(b) Words importing only the singular number inadutie plural number and vice versa;

(c) Words importing only the masculine gender ideldhe feminine and neuter genders respectively;

(d) Words importing persons include companies soeigtions or bodies of persons, whether corpanatam-incorporate;

(e) Reference to writing shall include typewritippginting, lithography, photography and other modesepresenting or reproducing words in
a legible and non-transitory form;

() Any words or expressions defined in the Comparicts in force at the date when these Bye-Lavangipart thereof are adopted shall
bear the same meaning in these Bye-Laws or sutlfgsathe case may be).

REGISTERED OFFICE
3. The Registered Office shall be at such plad@emuda as the Board shall from time to time appoin
SHARE CAPITAL AND VARIATION OF RIGHTS

4. (a) Subject to By&aw 43, any share in the Company may be issuedsuith preferential, deferred, qualified or speggtits, privileges ¢
conditions as the Directors may
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from time to time determine. The respective rigirid restrictions attached to the Series A Prefesteates and Series B Preferred Shares are
set forth in Schedules | and Il (as the same magniended from time to time) to these Bye-Laws, Wi8chedules shall be deemed to be
incorporated in and form part of this Bye-law 4.

(b) Without limiting the foregoing and subject tetCompanies Acts, the Company may issue Pref&fades which:
(i) are liable to be redeemed on the happeningspiegified event or on a given date; and/or
(i) are to be redeemed at the option of the Comipan

The terms and manner of redemption of shares otksg of share capital of the Company the termgha¢h are set forth in the Company's
Bye-Laws may only be modified by way of amendmerguch Bye-Laws.

5. The Company may adopt a scheme or arrangemengtifafter called a "shareholder rights plan™) pimg for the creation and issuance of
rights entitling the Shareholders of the Compangastain of them, to purchase from the Companyeshaf any class or assets of the
Company or a subsidiary of the Company or othervaed the terms and conditions of such sharehoiglets plan and the rights may be
amended or modified as the Directors or any conemithereof may determine.

6. Subject to the Companies Acts, all or any ofgpecial rights for the time being attached to elags of shares for the time being issued
may, unless otherwise provided in the rights aitegto or by the term of issue of the shares of tha
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class, from time to time (whether or not the Conypiarbeing wound up), be altered or abrogated thighsanction of a Resolution passed at a
separate general meeting of the holders of shéithaibclass by a majority of the votes cast. Ty such separate general meeting, all the
provisions of these Bye-Laws as to general meetifigise Company shall mutatis mutandis apply, louthsit the necessary quorum shall be
two or more persons holding or representing by ptbicty-three per cent of the shares of the rah¢wdass; provided, however, that if the
Company or a class of Shareholders shall haveamyShareholder present in person or by proxy Strazeholder shall constitute the
necessary quorum.

7. The special rights conferred upon the holdemngfshares or class of shares shall not, unlésswise expressly provided in the rights
attaching to or the terms of issue of such shiw@sleemed to be altered by the creation or isstigthier shares ranking pari passu therewith.

SHARES

8. (a) Subject to the provisions of these Bye-Lats,unissued shares of the Company (whether fgripamt of the original capital or any
increased capital) shall be at the disposal oBib&rd, which may offer, allot, grant options oveiotherwise dispose of them to such persons,
at such times and for such consideration and upoh terms and conditions as the Board may determine

(b) The Board may issue its shares in fractionabdginations and deal with such fractions to theesaxtent as
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its whole shares and shares in fractional denofoimaishall have in proportion to the respectivetfcas represented thereby all the rights of
the whole shares including (but without limitingetgenerality of the foregoing) the right to votereceive dividends and distributions and to
participate in a winding up.

9. The Board may in connection with the issue of stmares exercise all powers of paying commissimhtaokerage conferred or permitted
by law.

10. The Company shall be entitled to treat the érotd record of any share or shares of capitakséacthe holder in fact thereof. Accordingly,
except as ordered by a court of competent jurigdiatr as required by law, no person shall be reizagl by the Company as holding any
share upon trust and the Company shall not be bbyrma required in any way to recognize (even whawing notice thereof) any equitable,
contingent, future or partial interest in any sharany interest in any fractional part of a sharéexcept only as otherwise provided in these
Bye-Laws or by law) any other right in respect of &hare except an absolute right to the entifegyeof in the registered holder.

CERTIFICATES

11. The shares shall be issued in registered fodrshall be evidenced by share certificates in $oich as the Directors may from time to
time prescribe. The preparation, issue and delieéshare certificates shall be governed by the gamies Acts. In the case of a share held
jointly by several person
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delivery of a certificate to one of several joilmidiers shall be sufficient delivery to all.

12. If a share certificate is defaced, lost or g®d, it may be replaced without fee but on seecms (if any) as to evidence and indemnity
and to payment of the costs and out of pocket esgmenf the Company in investigating such evidencepaeparing such indemnity as the
Board or the Company's transfer agent may thinkrfd, in case of defacement, on delivery of theceltificate to the Company.

13. All certificates for shares (other than lettefsllotment, scrip certificates and other likeedments) shall, except to the extent that the
terms and conditions for the time being relatingrétio otherwise provide, be issued under the Eagh certificate shall be signed by the
Chairman of the Board, President or a Vice-Presidad also by the Secretary or an Assistant Sagretahe Treasurer or an Assistant
Treasurer, and shall be sealed with the seal o€tmpany, which may be facsimile. If the certifeeé signed by either a transfer agent or a
transfer clerk acting on behalf of the Company amdgistrar, the signature or any such officehef€ompany and the signature of a transfer
agent acting on behalf of the Company may be fatsitm the case of any officer or officers who kinave signed, or whose facsimile
signature or signatures shall have been used grsuah certificate or certificates shall ceasedsbich officer or officers of the Company,
whether because of death, resignation or othensiss certificate or certificates may neverthelesadopted by the
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Company and be used and delivered as though tleedfr officers who signed the said certificatecertificates or whose facsimile signature
or signature shall have been used thereon hadeased to be such officer or officers of the Compdimg Board may by resolution
determine, either generally or in any particulase;ahat any signatures on any such certificated net be autographic but may be affixed to
such certificates by some mechanical means or regyibted thereon or that such certificates ned¢deasigned by any persons.

LIEN

14. The Company shall have a first and paramoantdin every share (not being a fully paid shareallanoneys, whether presently payable
or not, called or payable, at a date fixed by axdoordance with the terms of issue of such shmarespect of such share, and the Company
shall also have a first and paramount lien on esbeye (other than a fully paid share) standingsteged in the name of a Shareholder,
whether singly or jointly with any other persont, &l the debts and liabilities of such Shareholoiehis estate to the Company, whether the
same shall have been incurred before or aftermtbiche Company of any interest of any personrdtten such Shareholder, and whether the
time for the payment or discharge of the same $taalé actually arrived or not, and notwithstandimat the same are joint debts or liabilities
of such Shareholder or his estate and any otheppgwhether a Shareholder or not. The Comparyiin a share shall extend to all
dividends payable thereon. The Board may at ang,taither generally or
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in any particular case, waive any lien that hasesrior declare any share to be wholly or in pagtrg¢t from the provisions of this Bye-Law.

15. The Company may sell, in such manner as thedBoay think fit, any share on which the Company &dien but no sale shall be made
unless some sum in respect of which the lien eiggisesently payable nor until the expirationafiteen days after a notice in writing,
stating and demanding payment of the sum prespattgble and giving notice of the intention to gellefault of such payment, has been
served on the holder for the time being of the shar

16. The net proceeds of sale by the Company oBhages on which it has a lien shall be applied itowards payment or discharge of the
debt or liability in respect of which the lien esiso far as the same is presently payable, andeaidue shall (subject to a like lien for debts
or liabilities not presently payable as existedrufite share prior to the sale) be paid to the malflthe share immediately before such sale.
For giving effect to any such sale the Board mahaiize some person to transfer the share soldetptirchaser thereof. The purchaser shall
be registered as the holder of the share and Hlensitde bound to see to the application of thechase money, nor shall his title to the share
be affected by any irregularity or invalidity inelproceedings relating to the sale.
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CALLS ON SHARES

17. The Board may from time to time make calls ugfenShareholders in respect of any moneys unpattar shares (whether on accour
the par value of the shares or by way of premiumal) rzot by the terms of issue thereof made payatdedate fixed by or in accordance with
such terms of issue, and each Shareholder shhje(guo the Company serving upon him at leasttémir days' notice specifying the time or
times and place of payment) pay to the Companlyeatitne or times and place so specified the amoaligd on his shares. A call may be
revoked or postponed as the Board may determine.

18. A call may be made payable by installmentssiradl be deemed to have been made at the time tlikarsolution of the Board
authorizing the call was passed.

19. The joint holders of a share shall be jointid @everally liable to pay all calls in respectr .

20. If a sum called in respect of the share shatlbe paid before or on the day appointed for partieereof the person from whom the sum
is due shall pay interest on the sum from the ggopinted for the payment thereof to the time oflakbpayment at such rate as the Board may
determine, but the Board shall be at liberty towggiayment of such interest wholly or in part.

21. Any sum which, by the terms of issue of a shaeeomes payable on allotment or at any date fiyeor in accordance with such terms of
issue, whether on account of the nominal amoutite@thare or by way of premium, shall for all
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the purposes of these Bye-Laws be deemed to biédubamade, notified and payable on the date tiicty, by the terms of issue, the same
becomes payable and, in case of non-payment,atkeflvant provisions of these Bye-Laws as to payrokinterest, forfeiture or otherwise
shall apply as if such sum had become payableryevof a call duly made and notified.

22. The Board may on the issue of shares diffextmbietween the allottees or holders as to the anudcalls to be paid and the times of
payment.

FORFEITURE OF SHARES

23. If a Shareholder fails to pay any call or itistant of a call on the day appointed for payméetr¢of, the Board may at any time thereafter
during such time as any part of such call or ifisiaht remains unpaid serve a notice on him reggip@yment of so much of the call or
installment as is unpaid, together with any intevgsich may have accrued.

24. The notice shall name a further day (not bé&sg than 14 days from the date of the notice)rdretore which, and the place where, the
payment required by the notice is to be made aall state that, in the event of nonpayment on doreethe day and at the place appointed,
the shares in respect of which such call is madestallment is payable will be liable to be fotéxl. The Board may accept the surrender of
any share liable to be forfeited hereunder anduth case, references in these Bye-Laws to forégiall include surrender.

25. If the requirements of any such notice as aficeare not complied with, any share in respeetto€h such notice has
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been given may at any time thereafter, before paywfeall calls or installments and interest duedspect thereof has been made, be forf
by a resolution of the Board to that effect. Sumtfefiture shall include all dividends declared éspect of the forfeited shares and not actually
paid before the forfeiture.

26. When any share has been forfeited, noticeeofdtfeiture shall be served upon the person whe lvedore forfeiture the holder of the
share; but no forfeiture shall be in any mannealicated by any omission or neglect to give sudictaas aforesaid.

27. A forfeited share shall be deemed to be thpgatg of the Company and may be sold, re-offeredtloerwise disposed of either to the
person who was, before forfeiture, the holder thieoe entitled thereto or to any other person ugpach terms and in such manner as the
Board shall think fit, and at any time before sesat-allotment or disposition the forfeiture maydanceled on such terms as the Board may
think fit.

28. A person whose shares have been forfeited thieatupon cease to be a Shareholder in respéut édrfeited shares but shall,
notwithstanding the forfeiture, remain liable toyga the Company all moneys which at the date defture were presently payable by hir
the Company in respect of the shares with intdéheston at such rate as the Board may determinetfie date of forfeiture until payment,
and the Company may enforce payment without beimtipuany obligation to make any allowance for thki@ of the shares forfeited.
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29. An affidavit in writing that the deponent i®aector or the Secretary and that a share has thagrforfeited on the date stated in the
affidavit shall be conclusive evidence of the fabtrein stated as against all persons claimirigetentitled to the share. The Company may
receive the consideration (if any) given for tharghon the sale, re-allotment or disposition thieaed the Board may authorize some person
to transfer the share to the person to whom thesaisold, re-allotted or disposed of, and he ghalleupon be registered as the holder of the
share and shall not be bound to see to the applicaf the purchase money (if any) nor shall His tio the share be affected by any
irregularity or invalidity in the proceedings refa to the forfeiture, sale, re-allotment or disglosf the share.

REGISTER OF SHAREHOLDERS

30. The Register of Shareholders of the Companje@ung the names and addresses of the Sharehalddithe number of shares held by
them respectively, shall be kept in the mannergpilesd by the Companies Acts at the Registerecc®ffiy the Secretary or at the offices of
the transfer agent of the Company or at such dtication as may be authorized by the Board fronetimtime. Unless the Board otherwise
determines, the Register of Shareholders shalpke to inspection at the Registered Office of tben@any in the manner prescribed by the
Companies Acts between 10:00 a.m. and 12:00 no@very working day. Unless the Board so determinesshareholder or intending
Shareholder shall be entitled to have enteredarRibgister any

-13-



indication of any trust or any equitable, contingéuture or partial interest in any share or amgiest in any fractional part of a share and if
any such entry exists or is permitted by the Bastiall not be deemed to abrogate any provisidrigye-Law 10.

REGISTER OF DIRECTORS AND OFFICERS

31. The Secretary shall establish and maintaimyiater of the Directors and Officers of the Compasyequired by the Companies Acts. The
register of Directors and Officers shall be opemgpection in the manner prescribed by the Congsaacts between 10:00 a.m. and 12:00
noon on every working day.

TRANSFER OF SHARES

32. Subject to the Companies Acts and to sucheofdhtrictions contained in these Bye-Laws as neaggplicable, any Shareholder may
transfer all or any of his shares by an instrunoémtansfer in the usual common form or in any ofleem which the Board may approve or in
accordance with the general rules and standardigea®f any exchange on which such shares arditied.

33. The instrument of transfer of a share shafligeed by or on behalf of the transferor and wlaengshare is not fully paid the transferee,
and the transferor shall be deemed to remain tldehof the share until the name of the transfesemtered in the Register in respect thereof.
All instruments of transfer when registered mayddained by the Company. The Board may, in its aibsaliscretion and without assigning
any reason therefor, decline to register any teansfany share
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which is not a fully-paid share. The Board may alsoline to register any transfer unless:

(a) the instrument of transfer is duly stampededuired, and lodged with the Company, accompaloyetthe certificate for the shares to wh
it relates, and such other evidence as the Boaydrezeonably require to show the right of the tfems to make the transfer,

(b) the instrument of transfer is in respect ofyamte class of share,

(c) where applicable, the permission of the BermMdaetary Authority with respect thereto has bebtamed. Subject to any directions of
the Board from time to time in force, the Secretauwgy exercise the powers and discretions of thedBoader this Bye-Law and Byleaws 32
and 34.

34. If the Board declines to register a transfshdill, within three months after the date on whiehinstrument of transfer was lodged, ser
the transferee notice of such refusal.

35. No fee shall be charged by the Company foistegng any transfer, probate, letters of admiaigin, certificate of death or marriage,
power of attorney, distringas or stop notice, omferourt or other instrument relating to or affegtthe title to any share, or otherwise mak
an entry in the Register relating to any share.

TRANSMISSION OF SHARES
36. In the case of the death of a Shareholdessuhavor or survivors, where the deceased wasra falder, and the
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estate representative, where he was sole holdat ghthe only person recognized by the Compartyaaig any title to his shares; but
nothing herein contained shall release the esfaaleceased holder (whether the sole or jointhfamy liability in respect of any share held
by him solely or jointly with other persons. Foetpurpose of this Bye-Law, estate representativ@nséne person to whom probate or letters
of administration has or have been granted in Bdarar, failing any such person, such other persah@Board may in its absolute
discretion determine to be the person recognizetthdyCompany for the purpose of this Bye-Law.

37. Any person becoming entitled to a share in egusnce of the death of a Shareholder or othefhyismeration of applicable law may,
subject as hereafter provided and upon such evideeinig produced as may from time to time be regluiry the Board as to his entitlement,
either be registered himself as the holder of tegesor elect to have some person nominated bydgistered as the transferee thereof. If the
person so becoming entitled elects to be registaradelf, he shall deliver or send to the Compangtice in writing signed by him stating
that he so elects. If he shall elect to have himinee registered, he shall signify his electiorsigning an instrument of transfer of such share
in favor of his nominee. All the limitations, restions and provisions of these Bye-Laws relatinghte right to transfer and the registration of
transfer of shares shall be applicable to any swtice or instrument of transfer as aforesaid #sdfdeath of the
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Shareholder or other event giving rise to the tr@iasion had not occurred and the notice or instniroétransfer was an instrument of
transfer signed by such Shareholder.

38. A person becoming entitled to a share in camsecg of the death of a Shareholder or otherwisgpleyation of applicable law shall (upon
such evidence being produced as may from timerte bie required by the Board as to his entitlemem@ntitled to receive and may give a
discharge for any dividends or other moneys payablespect of the share, but he shall not beledtih respect of the share to receive no
of or to attend or vote at general meetings ofGbepany or, save as aforesaid, to exercise in cespéhe share any of the rights or
privileges of a Shareholder until he shall haveob®e registered as the holder thereof. The Boardahayy time give notice requiring such
person to elect either to be registered himselb dransfer the share and if the notice is not dadwith within sixty days the Board may
thereafter withhold payment of all dividends andestmoneys payable in respect of the shares hetiledquirements of the notice have been
complied with.

39. Subject to any directions of the Board frometitn time in force, the Secretary may exercisepthweers and discretions of the Board under
Bye-Laws 36, 37 and 38.

INCREASE OF CAPITAL

40. The Company may from time to time increaseatsital by such sum to be divided into shares ohsar value as the Company by
Resolution shall prescribe.

-17-



41. The Company may, by the Resolution increasiegapital, direct that the new shares or any ertshall be offered in the first instance
either at par or at a premium or (subject to tlavisions of the Companies Acts) at a discount ftthal holders for the time being of shares of
any class or classes in proportion to the numbsuoh shares held by them respectively or makeothver provision as to the issue of the new
shares.

42. The new shares shall be subject to all theigians of these Bye-Laws with reference to lier, playment of calls, forfeiture, transfer,
transmission and otherwise.

ALTERATION OF CAPITAL
43. The Company may from time to time by Resolution

(a) divide its shares into several classes andlattereto respectively any preferential, defergealified or special rights, privileges or
conditions;

(b) consolidate and divide all or any of its sheaital into shares of larger par value than iistixg shares;

(c) sub-divide its shares or any of them into shafesmaller par value than is fixed by its memdran, so, however, that in the sub-division
the proportion between the amount paid and the amdwany, unpaid on each reduced share shalhdsame as it was in the case of the
share from which the reduced share is derived;

(d) make provision for the issue and allotmenttafres which do not carry any voting rights;
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(e) cancel shares which, at the date of the pasditige Resolution in that behalf, have not be&eneor agreed to be taken by any person, anc
diminish the amount of its share capital by the amof the shares so canceled; and

(f) change the denomination of its share capitdievé any difficulty arises in regard to any divisigonsolidation, or sub-division under this
Bye-Law, the Board may settle the same as it thindpdient and, in particular, may arrange forsle of the shares representing fractions
and the distribution of the net proceeds of salduie proportion amongst the Shareholders who wialg been entitled to the fractions, and
for this purpose the Board may authorize some peistransfer the shares representing fractiotisgg@urchaser thereof, who shall not be
bound to see to the application of the purchaseeyoor shall his title to the shares be affectedry irregularity or invalidity in the
proceedings relating to the sale.

44. Subject to the Companies Acts and to any amiation or consent required by law or these Bye-L dles Company may by Resolution
from time to time convert any preference sharesiiatleemable preference shares.

REDUCTION OF CAPITAL

45. Subject to the Companies Acts, its memorandutireay confirmation or consent required by lawhase Bye-Laws, the Company may
from time to time by Resolution authorize the rethrcof its issued share capital or any capitakredtion
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reserve fund or any share premium or contributedlss account in any manner.

46. In relation to any such reduction, the Compamay by Resolution determine the terms upon whid saduction is to be effected
including in the case of a reduction of part ofa@lass of shares, those shares to be affected.

GENERAL MEETINGS

47. (a) The Board shall convene and the Companytebld general meetings as Annual General Meetinggcordance with the
requirements of the Companies Acts at such timdgtaces as the Board shall appoint. The Board mhgnever it thinks fit, and shall, at
the written request of shareholders holding nat than 10% of the paid-up capital of the Compamyyazg the right to vote at such proposed
meeting, convene general meetings other than Ardaaéral Meetings which shall be called SpecialggaiMeetings. With respect to
Special General Meetings, any written request Bhareholder under the Act shall not be valid uniestates the purpose of the proposed
meeting and is delivered to the Chairman of ther8aathe registered office of the Company no thas six weeks nor more than ten weeks
prior to the date proposed for such meeting oftdtest date at which such meeting must be heldeatedquest of such shareholders pursue
the provisions of the Companies Act and shall atfis comply with the provisions of U.S. securiti@ss. Any Shareholder's notice relating
to the conduct of business other than the electiddirectors must contain certain information absuth business and about the proposing
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Shareholders including, without limitation, a brakfscription of the business such Shareholder gexpto bring before the meeting, the
reasons for conducting such business at such ngeétie name and address of such shareholder,abge @hd number of shares of the
Company beneficially owned by the such Sharehoklted,any material interest of such Shareholddnerbusiness so proposed. If the
Chairman of the Board or other officer presidingath meeting determines that any business brdagjbte a meeting was not brought in
accordance with the provisions set forth aboveh $usiness will not be conducted at the meeting.

(b) Until such time as the appointment by the Comypaf a resident representative under section 230f(the Companies Act becomes
effective, the Company may act by resolution intiwg signed by all the shareholders who at the dagaich resolution would be entitled to
attend a shareholder meeting. Thereafter, thedakiishareholder action by way of written resolntsthall be expressly prohibited.

NOTICE OF GENERAL MEETINGS

48. An Annual General Meeting shall be called bylass than 20 days' notice in writing and a Spéaeneral Meeting shall be called by not
less than 30 days' notice in writing. The noticallshe exclusive of the day on which it is servedleemed to be served and of the day for
which it is given, and shall specify the place, dag time of the meeting, and, in the case of @i@p&eneral Meeting, the general nature of
the business to be considered. Notice of everyrgémeseting shall
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be given in any manner permitted by Bye-Laws 124, dnd 126 to all Shareholders other than thosehwhinder the provisions of these
Bye-Laws or the terms of issue of the shares tlody, lare not entitled to receive such notice frbn Company. Notwithstanding that a
meeting of the Company is called by shorter natiee that specified in this Bye-Law, it shall beed®d to have been duly called if it is so
agreed:

(i) in the case of a meeting called as an AnnualeBa Meeting, by all the shareholders entitledttend and vote thereat;

(i) in the case of any other meeting, by a mayontnumber of the Shareholders having the rigteattend and vote at the meeting, being a
majority together holding not less than 95% in nmethivalue of the shares giving that right.

49. The accidental omission to give notice of atingeor (in cases where instruments of proxy arg sat with the notice) the accidental

omission to send such instrument of proxy to, errthn-receipt of notice of a meeting or such imant of proxy by, any person entitled to
receive such notice shall not invalidate the prdoegs at that meeting.

PROCEEDINGS AT GENERAL MEETINGS

50. (a) No business shall be transacted at any &rdeneral Meeting of the Shareholders unless Busimess has been brought before the
meeting by, or at the direction of the Chairmarhef Board or by Shareholders who have given writigtice of their intent to bring such
business before the meeting not less than 6 wesksiore than 10 weeks prior to the first
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anniversary of the previous year's Annual Generegfihg. No business shall be transacted at anyadgmsmeral meeting of the Shareholders
unless such business has been stated in the nbSoeh meeting sent to the Shareholders pridnganeeting.

(b) No business shall be transacted at any gem@ating unless a quorum is present when the meptowpeds to business, but the absence
of a quorum shall not preclude the appointmentjcehor election of a chairman which shall not lEated as part of the business of the
meeting. Save as otherwise provided by these Byes] 8hareholders together representing in persby proxy and entitled to vote more
than 50% of the voting capital of the Company shalb quorum for all purposes; provided, howevet if the Company shall have only one
Shareholder, one Shareholder present in persoy prdxy shall constitute the necessary quorum.

51. If within five minutes (or such longer timetag chairman of the meeting may determine to vedir the time appointed for the meeting,
a quorum is not present, the meeting, if convemethe requisition of Shareholders, shall be disstin any other case, it shall stand
adjourned to such other day and such other timgpkame as the chairman of the meeting may detetrmiitieout notice other than
announcement at the meeting, until a quorum slegtirbsent. At such adjourned meeting at which awpehall be present, any business
may be transacted which might have been transattéd meeting as originally called.
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52. Except as otherwise provided in these Bye-Lamgssubject to the provisions of the Companies &y, question proposed for the
consideration by the Shareholders shall be deeddaly a simple majority of the votes cast by Shalddrs entitled to vote at such meeting.

53. (a) Notwithstanding the provisions of these Haus, the affirmative vote of Shareholders holdatdeast 80% of the shares of the
Company carrying voting rights then outstandingldf®necessary to approve any Business Combinptiomosed by an Interested
Shareholder, as these terms are defined belowidedwhat such additional voting requirement shatlapply if: (i) the Business
Combination was approved by not less than a mygjofithe Continuing Directors (as defined below)igra series of conditions are satisfied
requiring (1) that the consideration to be paithen Company's Shareholders in the Business Conitninaiust be at least equal to the higher
of

(x) the highest per-share price paid by the InteceShareholder in acquiring any Common Sharesigulie two years prior to the
announcement date of the Business Combination thieitransaction in which it became an Interesteaté&holder (the "Determination Date
whichever is higher or (y) the fair market value @@mmon Shares on the announcement date or Detioni Date, whichever is higher, in
either case appropriately adjusted for any shaxeédehd, stock split, combination of shares or amévent (any non-cash consideration is
treated similarly) and (2) certain "procedural"uggments are complied with, such as the solicitatif proxies pursuant to the rules of the
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Securities and Exchange Commission and no decieasgular dividends (if any) after the Interes&threholder became an Interested
Shareholder (except as approved by a majority@fbntinuing Directors).

(b) An "Interested Shareholder" is defined as aeywho is the beneficial owner of more than 15% abhaarrying voting rights, other than
Company and any employee stock plans sponsordaeb@ampany, and includes any person who is anrassigf, or has succeeded to any
voting shares in a transaction not involving a pubffering that were at any time within the prtaro-year period beneficially owned by, an
Interested Shareholder. The term "beneficial owiretudes persons directly and indirectly ownindharing the right to acquire or vote the
shares. Interested Shareholders participate faldllishareholder voting.

(c) A "Business Combination" includes the followitignsactions: (i) merger or consolidation of th@r@®any or subsidiary with an Interested
Shareholder or with any other corporation or entibjch is, or after such merger or consolidatioruldde, an affiliate of an Interested
Shareholder;

(i) the sale or other disposition by the Compangubsidiary of assets having a fair market valfu®5000,000 or more if an Interested
Shareholder (or an affiliate thereof) is a partyh® transaction; (iii) the adoption of any plarpooposal for the liquidation or dissolution of
the Company proposed by or on behalf of an IntedeShareholder (or an affiliate thereof); or (imyaeclassification of securities,
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recapitalization, merger with a subsidiary, or ottnansaction which has the effect, directly oriiedtly, of increasing the proportionate share
of any class of the outstanding shares (or seesribnvertible into shares) of the Company or aididry owned by an Interested Sharehc
(or an affiliate thereof). Determinations of thé faarket value of any non-cash consideration amdarby a majority of the Continuing
Directors.

(d) As used in these Bye-Laws, the term "Continddiigectors”, means any member of the Board of Dinexcof the Company, while such
person is a member of the Board, who is not afia#fior associate or representative of the InteceShareholder and was a member of the
Board prior to the time that the Interested Shdddrdecame an Interested Shareholder, and angssmcof a Continuing Director while
such successor is a member of the Board, who iamatffiliate or associate or representative ofitierested Shareholder and is
recommended or elected to succeed the Continuirec@r by a majority of Shareholder Continuing Btres.

54. A meeting of the Shareholders or any classtifanay be held by means of such telephone, eldctar other communication facilities as
permit all persons participating in the meetingeomunicate with each other simultaneously angintaheously and participation in such a
meeting shall constitute presence in person at swegting.

55. Each Director shall be entitled to attend guebk at any general meeting of the Company.
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56. The Chairman (if any) of the Board or, in His@nce, the President shall preside as chairmareat general meeting. If there is no such
Chairman or President, or if at any meeting neitherChairman nor the President is present witlre rhinutes after the time appointed for
holding the meeting, or if neither of them is willito act as chairman, the Directors present shalbse one of their number to act or if one
Director only is present he shall preside as chairifwilling to act. If no Director is present ibreach of the Directors present declines to
the chair, the persons present and entitled tomot poll shall elect one of their number to baichan.

57. The chairman of the meeting may, with the coheéany meeting at which a quorum is present &radl if so directed by the meeting),
adjourn the meeting from time to time and from plée place but no business shall be transactetyadjourned meeting except business
which might lawfully have been transacted at thetimg from which the adjournment took place. Whenegting is adjourned for three
months or more, notice of the adjourned meetindl bleagiven as in the case of an original meeting.

58. Save as expressly provided by these Bye-Ldwhall not be necessary to give any notice ofdjausnment or of the business to be
transacted at an adjourned meeting.

VOTING
59. Save where a greater majority is required byGbmpanies Acts or these Bye-Laws, any questiopgsed for
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consideration at any general meeting shall be decid set forth in Bye-Law 52 above.

60. At any general meeting, a Resolution put tovitte of the meeting shall be decided on a padidoordance with the provisions of the
Companies Act.

61. Each Shareholder present in person or by pgbajl have one vote for each share held. The rekthe poll shall be deemed to be the
Resolution of the meeting at which the poll demahde

62. Votes may be cast either personally or by proxy
63. A person entitled to more than one vote ne¢dis® all his votes or cast all the votes he uséisa same way.
64. In the case of an equality of votes at a gémeeating, the chairman of such meeting shall mogiititled to a second or casting vote.

65. In the case of joint holders of a share, the wé the senior who tenders a vote, whether isgepr by proxy, shall be accepted to the
exclusion of the votes of the other joint holdensd for this purpose seniority shall be determimgthe order in which the names stand in the
Register in respect of the joint holdings.

66. A Shareholder who is a patient for any purprfsEny statute or applicable law relating to mehtslth or in respect of whom an order has
been made by any Court having jurisdiction forphatection or management of the affairs of persnoapable of managing their own affairs
may vote, whether on a show of hands or on a pylhis receiver, committee, curator bonis or offenson in the nature of a receiver,
committee or curator
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bonis appointed by such Court and such receivenntittee, curator bonis or other person may vota poll by proxy, and may otherwise act
and be treated as such Shareholder for the pugd@geral meetings.

67. No Shareholder shall, unless the Board otherdétermines, be entitled to vote at any generatimgunless all calls or other sums
presently payable by him in respect of sharesenGbmpany have been paid.

68. If (i) any objection shall be raised to the Ification of any voter or (ii) any votes have bemunted which ought not to have been
counted or which might have been rejected ordiiy votes are not counted which ought to have beented, the objection or error shall not
vitiate the decision of the meeting or adjournecttimg on any Resolution unless the same is raispdinted out at the meeting or, as the
case may be, the adjourned meeting at which treealgiected to is given or tendered or at whichetfier occurs. Any objection or error shall
be referred to the chairman of the meeting and shdl vitiate the decision of the meeting on argsBlution if the chairman decides that the
same may have affected the decision of the me€limg decision of the chairman on such matters sleafinal and conclusive.

PROXIES AND CORPORATE REPRESENTATIVES

69. The instrument appointing a proxy shall be fitimg under the hand of the appointor or of hieatey authorized by him in writing or, if
the appointor is a corporation, either
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under its seal or under the hand of an officeora#ly or other person authorized to sign the same.

70. Any Shareholder may appoint a standing prox{jf @ corporation) representative by depositinghatRegistered Office a proxy or (if a
corporation) an authorization and such proxy ohartation shall be valid for all general meetimgsl adjournments thereof as the case may
be, until notice of revocation is received at thegRtered Office. Where a standing proxy or autaion exists, its operation shall be deemed
to have been suspended at any general meetingourachent thereof at which the Shareholder is presein respect to which the
Shareholder has specially appointed a proxy oessmtative. The Board may from time to time reqsireh evidence as it shall be necessary
as to the due execution and continuing validitamy such standing proxy or authorization and theraton of any such standing proxy or
authorization shall be deemed to be suspendedsurtil time as the Board determines that it hasuedt¢he requested evidence or other
evidence satisfactory to it.

71. Subject to Bye-Law 70, the instrument appomarproxy together with such other evidence atstdue execution as the Board may from
time to time require, shall be delivered at theiReged Office (or at such place as may be spekifighe notice convening the meeting or in
any notice of any adjournment or, in either caseny document sent therewith) prior to the holdifithe relevant meeting or adjourned
meeting at which the person named in the instrumpeayoses to vote or,
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in the case of a poll taken subsequently to the da& meeting or adjourned meeting, before the &ppointed for the taking of the poll and
in default the instrument of proxy shall not beatezl as valid.

72. Instruments of proxy shall be in any commomfar in such other form as the Board may approvkethe Board may, if it thinks fit, send
out with the notice of any meeting forms of instents of proxy for use at that meeting. The instmtnhoé proxy shall be deemed to confer
authority to demand or join in demanding a poll &mgote on any amendment of a Resolution puteéateeting for which it is given as the
proxy think fit. The instrument of proxy shall usethe contrary is stated therein be valid as feekny adjournment of the meeting as for
meeting to which it relates.

73. A vote given in accordance with the term ofrestrument of proxy shall be valid notwithstandihg previous death or insanity of the
principal, or revocation of the instrument of praxyof the authority under which it was executewyved that no instrument in writing of
such death, insanity or revocation shall have beeaived by the Company at the Registered Officesijoh other place as may be specified
for the delivery of instruments of proxy in the ivetconvening the meeting or other documents $eméwith) one hour at least before the
commencement of the meeting or adjourned meetingpectaking of the poll.

74. Subject to the Companies Acts, the Board méyg discretion waive any of the provisions of ta&ye-Laws related
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to proxies or authorizations and, in particularyraacept such verbal or other assurances as kstffiinas to the right of any person to attend
and vote on behalf of any Shareholder at generatings.

APPOINTMENT AND REMOVAL OF DIRECTORS

75. The number of Directors shall be such numbetess than two nor more than 15 as the Compariydsplution may from time to time
determine and shall serve unless removed untit gugicessors are appointed in accordance withrthaspons of these Bye-Laws.

76. Nominations of persons for election to the Blcstran Annual General Meeting may be made by tteedand any number of
Shareholders holding at least 5% of the total gptights of all Shareholders or no less than 10é&r&tolders who have given written notic
the Secretary of the Company not less than 6 weekmore than 10 weeks prior to the anniversathefprevious year's Annual General
Meeting, provided that no person other than a Darewhose term shall have expired at an Annual Gédeeting shall be eligible for
election by the Shareholders unless the persobdwsrecommended by the Directors in the noticenofual General Meeting sent to the
Shareholders.

77. Any Shareholder's notice to the Company proypt nominate a person for election as a Diretost contain the identity and addres
the nominating shareholder, the class and numbghares of the Company which are owned by sucheSblter and all information
regarding the proposed nominee
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that would be required to be included in a proxatesnent soliciting proxies for the proposed nomiaee such other information as shall be
necessary to enable the Board to evaluate the pedpromination. If the Chairman of the Board oeottfficer presiding at a meeting
determines that a person was not nominated in danoe with the provisions set forth above, suckgewill not be eligible for election as a
Director.

78. The Directors shall be divided into three adassis nearly equal to in number as possible. @ss of Directors shall be elected for term
expiring at the Annual General Meeting of the Shaleers to be held in 1997, another class shadlléeted for a term expiring at the Annual
General Meeting of the shareholders to be hel®881and another class shall be elected for a égpiring at the Annual General Meeting
the Shareholders to be held in 1999. Members df elass shall hold office unless earlier removetil their successors are elected or
appointed. At each succeeding Annual General Mgétia successors of the class of Directors whase égpires at the meeting shall be
elected by a majority vote of all votes cast ahsoeeting to hold office for a term expiring at #hienual General Meeting of the Shareholc
held in the third year following the year of thelection.

79. The Company shall at the Annual General Meatimdjmay by Resolution determine the number ofdiars and may by Resolution
determine that one or more vacancies in the Bdaatl ke deemed casual vacancies for the purposbesé Bye-Laws. Without prejudice to
the power of the Company by
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Resolution in pursuance of any of the provisionthese Bye-Laws to appoint any person to be a Rireany vacancy on the Board may be
filled by the Directors, so long as a quorum ofd@tors remains in office.

80. Directors may be removed by the vote of the&@i@ders at a Special General Meeting specificalied for that purpose and only for
cause. A Director may not be removed at a Spea@ak@l Meeting unless notice of any such meetiad] bhve been served upon the
Director concerned not less than 14 days beforentiseting and such Director has been given an oppitytto be heard at that meeting. Any
Resolution contemplating the removal of any Directwist be adopted by Shareholders holding notthess eighty percent (80%) of the
shares of the Company at the time in issue andamdig and entitled to vote generally in the etecof Directors. Any vacancy created by
the removal of a Director at a Special General Megahay be filled at such meeting by the electibamther Director in his or her place, or
in the absence of such election, by the Board.

RESIGNATION AND DISQUALIFICATION OF DIRECTORS
81. The office of a Director shall be vacated ugmnhappening of any of the following events:
(a) if he resigns his office by notice in writingltvered to the Registered Office or tenderedaeating of the Board;
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(b) if he becomes of unsound mind or a patienafor purpose of any statute or applicable law medptd mental health and the Board reso
that his office is vacated,;

(c) if he becomes bankrupt or compounds with heéslicors;

(d) if he is prohibited by law from being a Directo

(e) if he ceases to be a Director by virtue of@loenpanies Acts or is removed from office pursuarthese Bye-Laws.
ALTERNATE DIRECTORS

82. The Company may by Resolution elect any pessg@ersons to act as Directors in the alternativany of the Directors or may authorize
the Board to appoint such Alternate Directors afdractor may appoint and remove his own Alterridieector. Any appointment or remov

of an Alternate Director by a Director shall beeeted by depositing a notice of appointment or neahwith the Secretary at the Registered
Office, signed by such Director, and such appoimtnoe removal shall become effective on the dateogipt by the Secretary. Any Alternate
Director may be removed by Resolution of the Comypamd, if appointed by the Board, may be removethkyBoard. Subject as aforesaid,
the office of Alternate Director shall continue itthe next annual election of Directors or, if g, the date on which the relevant Director
ceases to be a Director. An Alternate Director migp be a Director in his own right and may aciléernate to more than one Director.
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83. An Alternate Director shall be entitled to riweenotices of all meetings of Directors, to attebel counted in the quorum and vote at any
such meeting at which any Director to whom hetisrahte is not personally present, and generalpetéorm all the functions of any Director
to whom he is alternate in his absence.

84. Every person acting as an Alternate Directaflgbhxcept as regards powers to appoint an altersiad remuneration) be subject in all
respects to the provisions of these Bye-Laws redat Directors and shall alone be responsiblaeégdompany for his acts and defaults and
shall not be deemed to be the agent of or for angcibr for whom he is alternate. An Alternate i@ may be paid expenses and shall be
entitled to be indemnified by the Company to thmeaxtent mutatis mutandis as if he were a Dire@wery person acting as an Alternate
Director shall have one vote for each Directonftiom he acts as alternate (in addition to his oate ¥f he is also a Director). The signature
of an Alternate Director to any resolution in wrgiof the Board or a committee of the Board shalless the terms of his appointment
provides to the contrary, be as effective as theature of the Director or Directors to whom haligrnate.

DIRECTORS' FEES AND ADDITIONAL REMUNERATION AND EXP ENSES

85. The amount, if any, of Directors' fees shalhirtime to time be determined by the Board anthénabsence of a determination to the
contrary, such fees shall be deemed to accrue diano day. Each Director may be paid his reasenabl
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traveling, hotel and incidental expenses in atteg@ind returning from meetings of the Board or cdttees constituted pursuant to these Bye-
Laws or general meetings and shall be paid all esg@® properly and reasonably incurred by him irctiveduct of the Company's business or
in the discharge of his duties as a Director. Amg&or who, by request, goes or resides abroadrfgmpurposes of the Company or who
performs services which in the opinion of the Bogodoeyond the ordinary duties of a Director maydigl such extra remuneration (whether
by way of salary, commission, participation in iobr otherwise) as the Board may determine, aicti &xtra remuneration shall be in
addition to any remuneration provided for by orquamt to any other Bye-Law.

DIRECTORS' INTERESTS

86. (a) A Director may hold any other office org#aof profit with the Company (except that of aadiin conjunction with his office of
Director for such period and upon such terms a8therd may determine, and may be paid such extnameration therefor (whether by way
of salary, commission, participation in profitsatherwise) as the Board may determine, and such extnuneration shall be in addition to
any remuneration provided for by or pursuant to etiner Bye-Law.

(b) A Director may act by himself or his firm inpaofessional capacity for the Company (otherwisaths auditor) and he or his firm shall be
entitled to remuneration for professional serviaesf he were not a Director.
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(c) Subject to the provisions of the Companies AetBirector may notwithstanding his office be atp#o, or otherwise interested in, any
transaction or arrangement with the Company orhicivthe Company is otherwise interested; and baexctor or other officer of, or
employed by, or a party to any transaction or ayeament with, or otherwise interested in, any boalporate promoted by the Company or in
which the Company is interested. The Board may edsse the voting power conferred by the sharasyrmother Company held or owned by
the Company to be exercised in such manner iregflacts as it thinks fit, including the exercisard¢iof in favor of any resolution appointing
the Directors or any of them to be Directors oragffs of such other company, or voting or providiogthe payment of remuneration to the
Directors or officers of such other company.

(d) So long as, where it is necessary, he dectaeesature of his interest at the first opportuaitya meeting of the Board or by writing to the
Directors as required by the Companies Acts, adioreshall not by reason of his office be accouletad the Company for any benefit which
he derives from any office or employment to whicbse Bye-Laws allow him to be appointed or from tagisaction or arrangement in
which these Bye-Laws allow him to be interested] mao such transaction or arrangement shall bedlimbbe avoided on the ground of any
interest or benefit.

(e) Subject to the Companies Acts and any furtismasure required thereby, a general notice tdiinectors by
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a Director or officer declaring that he is a Diggabr officer or has an interest in a person artd Ise regarded as interested in any transaction
or arrangement made with that person, shall bdfizismt declaration of interest in relation to afmgnsaction or arrangement so made.

POWERS AND DUTIES OF THE BOARD

87. Subject to the provisions of the Companies Aot$ these Byéaws, the Board shall manage the business of tlep@oy and may pay
expenses incurred in promoting and incorporatirgGbmpany and may exercise all the powers of thregany. No alteration of these Bye-
Laws shall invalidate any prior act of the Boardiehhwould have been valid if that alteration had Imeen made. The powers given by this
Bye-Laws shall not be limited by any special pogieen to the Board by these Bye-Laws and a meetirtge Board at which a quorum is
present shall be competent to exercise all the powaeithorities and discretions for the time beiagted in or exercisable by the Board.

88. The Board may exercise all the powers of the@my to borrow money and to mortgage or chargerahy part of the undertaking,
property and assets (present and future) and ewlcadipital of the Company and to issue debentunré®tner securities, whether outright or
as collateral security for any debt, liability dsligation of the Company or of any other persons.

89. All checks, promissory notes, drafts, billegthange and other instruments, whether negotiatitansferable or not,
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and all receipts for money paid to the Companyldieaigned, drawn, accepted, endorsed or otherxiseuted, as the case may be, in such
manner as the Board shall from time to time by ltéBm determine.

90. The Board on behalf of the Company may probieleefits, whether by the payment of gratuitiesargions or otherwise, for any person
including any Director or former Director who hasdhany executive office or employment with the Qamy or with any body corporate
which is or has been a subsidiary or affiliatehaf Company or a predecessor in the business @dhpany or of any such subsidiary or
affiliate, and to any member of his family or argrgon who is or was dependent on him, and mayibaigrto any fund and pay premiums
for the purchase or provision of any such gratyignsion or other benefit, or for the insurancarof such person.

91. The Board may from time to time appoint onenare of its body to hold an executive office wiie tCompany for such period and upon
such terms as the Board may determine and may eswoterminate any such appointments. Any suchoai@n or termination as aforesaid
shall be without prejudice to any claim for damatieg such Director may have against the ComparlgeoCompany may have against such
Director for any breach of any contract of senhe¢ween him and the Company which may be involweslich revocation or termination.
Any person so appointed shall receive such remtinar@f any) (whether by way of salary, commissiparticipation in profits or otherwise)
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as the Board or any committee thereof may deternaing either in addition to or in lieu of his reneuation as a Director.
DELEGATION OF THE BOARD'S POWERS

92. The Board may by power of attorney appoint @mypany, firm or person or any fluctuating bodypefsons, whether nominated directly
or indirectly by the Board, to be the attorney omeys of the Company for such purposes and suith powers, authorities and discretions
(not exceeding those vested in or exercisable &Btard under these Bye-Laws) and for such pemaldsabject to such conditions as it may
think fit, and any such power of attorney may confaich provisions for the protection and convecéeof persons dealing with any such
attorney and of such attorney as the Board max fitirand may also authorize any such attornesuto-delegate all or any of the powers,
authorities and discretions vested in him.

93. The Board may entrust to and confer upon amgdir or officer any of the powers exercisabletlypon such terms and conditions with
such restrictions as it thinks fit, and either atdtally with, or to the exclusion of, its own pasgeand may from time to time revoke or vary
or any of such powers but no person dealing in daitkd and without notice of such revocation oriaion shall be affected thereby.

94. The Board may delegate any of its powers, aititb® and discretions to committees, consistinguafh person or persons (whether a
member or members of its body or not) as it thiiitke\ny committee so formed shall, in the exeraide
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the powers, authorities and discretions so deldgatmnform to any regulations which may be impasedn it by the Board.
PROCEEDINGS OF THE BOARD

95. The Board may meet for the dispatch of busiredjsurn and otherwise regulate its meetings #riks fit. Questions arising at any
meeting shall be determined by a majority of theesaast. In the case of an equality of votes thgams shall be deemed to have been lo:
Director may, and the Secretary on the requisitiba Director shall, at any time summon a meetifhthe board.

96. Notice of a meeting of the board shall be dektade duly given to a Director if it is givenham personally or by word of mouth or sent
to him by post, cable, telex, telecopier or othedmof representing or reproducing words in a legimd non-transitory form at his last
known address or any other address given by hitnet@ompany for this purpose. A Director may waietice of any meeting either
prospectively or retroactively or at such meetimgvhich the notice would have applied.

97. (a) The quorum necessary for the transactidiusiness at any meeting of the Board shall beidiwiduals until such time as the
appointment by the Company of a resident represeatander section 130(2) of the Companies Actolrezs effective. Thereafter, the
qguorum shall be a majority of the Board. Any Diggaivho ceases to be a Director at a meeting oBtia@d may continue to be present and to
act as a Director and be counted in the quorunh tingtitermination of the meeting if
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no other Director objects and if otherwise a quonfrbirectors would not be present.

(b) A Director who to his knowledge is in any wayhether directly or indirectly, interested in a ttat or proposed contact, transaction or
arrangement with the Company and has complied thétprovisions of the Companies Acts and these [Byes with regard to disclosure of
his interest shall be entitled to vote in respény contract, transaction or arrangement in whiehs so interested and if he shall do so his
vote shall be counted, and he shall be taken ictount in ascertaining whether a quorum is present.

98. So long as a quorum of Directors remains iiteffthe continuing Directors may act notwithstawgdany vacancy in the Board but, if no
such quorum remains, the continuing Directors sola continuing Director may act only for the pusp®f calling a general meeting.

99. The Chairman (if any) of the Board or, in His@nce, the President shall preside as chairmarea meeting of the Board. If there is no
such Chairman or President, or if at any meetiegGhairman or the President is not present witkimminutes after the time appointed for
holding the meeting, or is not willing to act astan, the Directors present may choose one aflbenber to be chairman of the meeting.

100. The meetings and proceedings of any comnttiasisting of two or more members shall be govetnethe provisions contained in
these Bye-Laws for regulating the meetings andg®dings of the Board so far as the same are
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applicable and are not superseded by any regutaitioposed by the Board.

101. A resolution in writing signed by all the Ddters for the time being entitled to receive noti¢@ meeting of the Board or by all the
members of a committee for the time being shalibgalid and effectual as a resolution passedraeting of the Board or, as the case may
be, of such committee duly called and constitugeth resolution may be contained in one documeint several documents in the like form
each signed by one or more of the Directors or negmbf the committee concerned.

102. A meeting of the Board or a committee appditg the Board may be held by means of such telephalectronic or other
communication facilities as permit all persons iggrating in the meeting to communicate with eattheo simultaneously and instantaneously
and participation in such a meeting shall congippresence in person at such meeting.

103. All acts done by the Board or by any commitieby any person acting as a Director or memberadmmittee or any person duly
authorized by the Board or any committee, shaliwithstanding that it is afterwards discovered thare was some defect in the appointment
of any member of the Board or such committee os@eacting as aforesaid or that they or any of theme disqualified or had vacated their
office, be as valid as if every such person hadh loedy appointed and was qualified and had contirtoebe a Director, member of such
committee or person so authorized.

-44-



OFFICERS

104. (a) The officers of the Company shall inclad@resident and a Vice-President or a ChairmaheoBbard of Directors and a Deputy
Chairman who shall be Directors and, subject to-Bge 104(c) below, who may be elected by the B@adoon as possible after each
Annual General Meeting. In addition, the Board rappoint any person whether or not he is a Dirgatdrold such office as the Board may
from time to time determine. Any person electedjgpointed pursuant to this Bye-Law shall hold @ffior such period and upon such terms
as the Board may determine and the Board may remoterminate any such election or appointment witvithout cause, at any time by the
affirmative vote of a majority of the Directors thim office. If the office of any officer becomeacant for any reason, the vacancy may be
filled by the Board. Any such revocation or terntioa shall be without prejudice to any claim fomtkges that such officer may have against
the Company or the Company may have against stideofor any breach of any contract of serviceAmstn him and the Company which
may be involved in such revocation or terminati®ave as provided in the Companies Acts or theselBys, the powers and duties of the
officers of the Company shall be such (if any) @sdetermined from time to time by the Board.

(b) Any officer may resign at any time. Such resion shall be made in writing and shall take dffgcthe time specified therein and, if no
time be specified at the time of its receipt by phesident, vice-president or secretary, the
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acceptance of which resignation shall not be naecgde make it effective.

(c) Until such time as the appointment by the Comypaf a resident representative under section 2B0f(the Companies Act becomes
effective, the Shareholder of the Company may apgbe officers of the Company upon such termsamdlitions as the Shareholder may
determine.

(d) The salaries of the Chairman of the Board Ghairman of the Executive Committee, if any, thesRtent, any Vice-President, the
Secretary and the Treasurer shall be fixed by ther® The salaries of all other officers and ageftee Company shall be fixed by the Bc
or by such officer or officers as the Board mayigieste.

MINUTES

105. The Directors shall cause minutes to be madeéaoks kept for the purpose of recording:
(a) all appointments of officers made by the Dioest
(b) the names of the Directors and other persdra{i) present at each meeting of Directors anahgfcommittee;
(c) of all proceedings at meetings of the Compaiiyhe holders of any class of shares in the Compamd of committees;
(d) of all proceedings of managers (if any).

SECRETARY
106. The Secretary shall be appointed by the Batsdich remuneration (if any) and upon such tesrisraay think fit and
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any Secretary so appointed may be removed by thedB@he duties of the Secretary shall be thosgcpiteed by the Companies Acts toge
with such other duties as shall from time to tineeppescribed by the Board.

107. A provision of the Companies Acts or these-Bgie/s requiring or authorizing a thing to be doyeobto a Director and the Secretary
shall not be satisfied by its being done by oh®tame person acting both as Director and ag,tbeiplace of, the Secretary.

THE SEAL

108. (a) The Seal shall consist of a circular magaice with the name of the Company around theraugrgin thereof and the country and
year of incorporation across the center thereafuhthe Seal not have been received at the Regis€@ffice in such form at the date
adoption of this Bye-Law then, pending such recaipt document requiring to be scaled with the Skall be sealed by affixing a red wafer
seal to the document with the name of the Compamg the country and year of incorporation typetemitacross the center thereof.

(b) The Board shall provide for the custody of gv@eal. A Seal shall only be used by authorityhef Board or of a committee constituted by
the Board. Subject to Companies Acts, any instrurteewhich a Seal is affixed may be signed by aEtior or an Officer of the Company, or
by any person who has been authorized by the Bzidrdr generally or specifically to attest to tise wf a Seal.
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DIVIDENDS AND OTHER PAYMENTS

109. The Board may from time to time declare castiends or distributions out of contributed suipto be paid to the Shareholders
according to their rights and interests includingtsinterim dividends as appear to the Board tjusified by the position of the Company.
The Board may also pay any fixed cash dividend wiggayable on any shares of the Company halfyeaion such other dates, whenever
the position of the Company, in the opinion of Bward, justifies such payment.

110. Except insofar as the rights attaching tdaherterms of issue of, any share otherwise provide:

(a) all dividends or distributions out of contribdtsurplus may be declared and paid accordingetartiounts paid-up on the shares in respect
of which the dividend or distribution is paid, aaa amount paid-up on a share in advance of calshadreated for the purpose of this Bye-
Law as paid-up on the share;

(b) dividends or distributions out of contributad@us may be apportioned and paid pro rata acegridi the amounts paid-up on the shares
during any portion or portions of the period ingest of which the dividend or distribution is paid.

111. The Board may deduct from any dividend, distibn or other moneys payable to a Shareholdéhédy¥ompany on or in respect of any
shares all sums of money (if any) presently paybhpleim to the Company on account of calls or oflige in respect of shares of the
Company.
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112. No dividend, distribution or other moneys gagay the Company on or in respect of any Commwar&shall bear interest against the
Company.

113. Any dividend, distribution, interest or ottseim payable in cash to the holder of shares mapalikby check, warrant or other means
approved by the Board, in the case of a check orawmasent through the post addressed to the hatdds address in the Register or, in the
case of joint holders, addressed to the holder e/hasne stands first in the Register in respedi@thares at his registered address as
appearing in the Register or addressed to suclopatssuch address as the holder or joint holdegsimwriting direct. Every such check or
warrant shall, unless the holder or joint holdeteowise direct, be made payable to the orderehthider or, in the case of joint holders, to
the order of the holder whose name stands firteérRegister in respect of such shares, and shalbt at his or their risk and payment of the
check or warrant by the bank on which it is dralwalsconstitute a good discharge to the Company. @me of two or more joint holders m
give effectual receipts for any dividends, disttibas or other moneys payable or property distebld in respect of the shares held by such
joint holders.

114. Any dividend or distribution out of contribdteurplus unclaimed for a period of six years fitbin date of declaration of such divident
distribution shall be forfeited and shall revertiie Company and the payment by the Board of aslaimed dividend, distribution, interest
other sum payable
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on or in respect of the share into a separate atstiall not constitute the Company a trustee speet thereof.

115. The Board may direct payment or satisfactioany dividend or distribution out of contributedrplus wholly or in part by the
distribution of specific assets, and in particd&paid-up shares or debentures of any other coy@anrd where any difficulty arises in regard
to such distribution or dividend the Board maylesdttas it thinks expedient, and in particular ynaaithorize any person to sell and transfer
any fractions or may ignore fractions altogethed may fix the value for distribution or dividendrposes of any such specific assets and
may determine that cash payments shall be madeyt8laareholders upon the footing of the values»xamlfin order to secure equality of
distribution and may vest any such specific agsetisistees as may seem expedient to the Board.

RESERVES

116. The Board may, before recommending or degaity dividend or distribution out of contributagtglus, set aside such sums as it th
proper as reserves which shall, at the discreticgheoBoard, be applicable for any purpose of tbenGany and pending such application n
also at such discretion, either be employed irbthe@ness of the Company or be invested in suchstments as the Board may from time to
time think fit. The Board may also without placithge same to reserve carry forward any sums whigtait think it prudent not to distribute.
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CAPITALIZATION OF PROFITS

117. The Company may, upon the recommendationeoBtrard, at any time and from time to time pasesoRition to the effect that it is
desirable to capitalize all or any part of any antdar the time being standing to the credit of aeserve or fund which is available for
distribution or to the credit of any share premiaacount or any capital redemption reserve fundaatdrdingly that such amount be set free
for distribution amongst the Shareholders or aag<lof Shareholders who would be entitled thefetsiributed by way of dividend and in
the same proportions, on the footing that the sheneot paid in cash but be applied either in oratals paying up amounts for the time being
unpaid on any shares in the Company held by suahe8blders respectively or in payment up in fuluofssued shares, debentures or other
obligations of the Company, to be allotted, disttéal and credited as fully paid amongst such Sloddets, or partly in one way and partly in
the other, and the Board shall give effect to dRebolution, provided that for the purpose of thyg#aw, a share premium account and a
capital redemption reserve fund may be applied anpaying up of unissued shares to be issueddo Shareholders credited as fully paid
and provided further that any sum standing to tieditof a share premium account may only be agplierediting as fully paid shares of the
same class as that from which the relevant shamipm was derived.

118. Where any difficulty arises in regard to aistribution under the last preceding Bye-Law, tt@agl may
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settle the same as it thinks expedient and, inquéat, may authorize any person to sell and temaifiy fractions or may resolve that the
distribution should be as nearly as may be pragféce the correct proportion but not exactly seray ignore fractions altogether, and may
determine that cash payments should be made t8laneholders in order to adjust the rights of aitips, as may seem expedient to the
Board. The Board may appoint any person to sighedralf of the persons entitled to participate mdfstribution any contract necessary or
desirable for giving effect thereto and such apoént shall be effective and binding upon the Stalders.

RECORD DATES

119. Notwithstanding any other provisions of thBge-Laws, the Company may by Resolution or the Baaay fix any date as the record
date for any dividend, distribution, allotment ssuie and for the purpose of identifying the personitled to receive notices of general
meetings. Any such record date may be on or atiareybefore or after any date on which such divifjetistribution, allotment or issue is
declared, paid or made or such notice is dispatched

ACCOUNTING RECORDS

120. The Board shall cause to be kept accounticgyds sufficient to give a true and fair view oé tktate of the Company's affairs and to
show and explain its transactions, in accordantle the Companies Acts and the provisions of Un@&ates securities laws.
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121. The records of account shall be kept at trggdRered Office or at such other place or placah@$8oard thinks fit, and shall at all times
be open to inspection by the Directors: PROVIDE#& ihthe records of account are kept at some patside Bermuda, there shall be kej
an office of the Company in Bermuda such recordsith&nable the Directors to ascertain with readala accuracy the financial position of
the Company at the end of each three-month peXlodshareholder (other than an officer of the Comgpahall have any right to inspect any
accounting record or book or document of the Comgastept as conferred by law or authorized by tharB or by Resolution.

122. A copy of every balance sheet and statemeintofme and expenditure, including every documequired by law to be annexed thereto,
which is to be laid before the Company in genera¢timg, together with a copy of the auditors' repsirall be sent to each person entitled
thereto in accordance with the requirements ofXbmpanies Acts.

AUDIT

123. Save and to the extent that an audit is waivélde manner permitted by the Companies Actsitarsdshall be appointed and their duties
regulated in accordance with the Companies Actgoétmer applicable law and such requirements nmarisistent with the Companies Acts as
the Board may from time to time determine.

SERVICE OF NOTICES AND OTHER DOCUMENTS
124. Any notice or other document (including a shegrtificate) may be served on or delivered to &ingreholder by
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the Company either personally or by sending itulgiothe post (by air mail where applicable) in e-paid letter addressed to such
Shareholder at his address as appearing in thesteegr by delivering it to or leaving it at sudyistered address. In the case of joint holders
of a share, service or delivery of any notice tveotdocument on or to one of the joint holdersldbalall purposes be deemed as sufficient
service on or delivery to all the joint holders.yAmotice or other document if sent by post shallbemed to have been served or delivered
seven days after it was put in the post, and iripgosuch service or delivery, it shall be suffiti¢o prove that the notice or document was
properly addressed, stamped and put in the post.

125. Any notice of a general meeting of the Compsimll be deemed to be duly given to a Sharehdlitds sent to him by cable, telex,
telecopier or other mode of representing or repcoduwords in a legible and ndransitory form at his address as appearing irRtbgister o
any other address given by him to the Companytisrgurpose. Any such notice shall be deemed te baen served twenty-four hours after
its dispatch.

126. Any notice or other document delivered, semfiven to a Shareholder in any manner permittethbge Byd-aws shall, notwithstandir
that such Shareholder is then dead or bankrutadrainy other event has occurred, and whethertdhadCompany has notice of the death or
bankruptcy or other event, be deemed to have belgrsdrved or delivered in respect of any sharésteged in the name of such Shareholder
as sole or joint holder unless his name shalheatitme of the service or
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delivery of the notice or document, have been rezddvom the Register as the holder of the shaik sanh service or delivery shall for all
purposes be deemed as sufficient service or dgliviesuch notice or document on all persons intete@vhether jointly with or as claiming
through or under him) in the share.

WINDING UP

127. If the Company shall be wound up, the liquadatay, with the sanction of a Resolution of therpany and any other sanction required
by the Companies Acts, divide amongst the Sharehelid specie or kind the whole or any part ofdksets of the Company (whether they
shall consist of property of the same kind or mat)l may for such purposes set such values as hesdag upon any property to be dividec
aforesaid and may determine how such division dfeattarried out as between the Shareholders @rédlift classes of Shareholders. The
liquidator may, with the like sanction, vest theoMhor any part of such assets in trustees updm tsust for the benefit of the contributories
as the liquidator, with the like sanction, shalhthfit, but so that no Shareholder shall be corggelo accept any shares or other assets upon
which there is any liability.

INDEMNITY

128. (a) Subject to the proviso below, every Divecdfficer of the Company and member of a commitienstituted under Bye-Law 94 shalll
be indemnified out of the funds of the Company agfaall civil liabilities, loss, damage or expense
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(including but not limited to liabilities under cwact, tort and statute or any applicable foremm br regulation and all reasonable legal and
other costs and expenses properly payable) incorsdffered by him as such Director, officer omnittee member and the indemnity
contained in this Bye-Law shall extend to any peracting as a Director, officer or committee membhehe reasonable belief that he has
been so appointed or elected notwithstanding afgctin such appointment or election PROVIDED ALWAYhat the indemnity contained
in this Bye-Law shall not extend to any matter whieould render it void pursuant to the CompanietsAc

(b) The rights to indemnification, reimbursementadwancement of expenses provided by, or grantesiipat to, this Bye-Law shall not be
deemed exclusive of any other rights to which a@eiseeking indemnification or reimbursement oaadement of expenses may have or
hereafter be entitled.

129. Every Director, officer and member of a contesitduly constituted under Bye-Law 94 of the Conypstmall be indemnified out of the
funds of the Company against all liabilities in@dtby him as such Director, officer or committeember in defending any proceedings,
whether civil, criminal or administrative, in whighdgment is given in his favor, or in which heatquitted, or in connection with any
application under the Companies Acts in which fdtiem liability is granted to him by the court.

130. To the extent that any Director, officer ornier of a committee duly constituted under Bye-194is entitled to claim
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an indemnity pursuant to these Bye-laws in respkamounts paid or discharged by him, the relatidemnity shall take effect as an
obligation of the Company to reimburse the persaking such payment or effecting such discharge.

ALTERATION OF BYE-LAWS

131. The Directors may from time to time revokégmlamend or add to these Bye-laws provided thauch revocation, alteration,
amendment or addition with respect to Bye-laws X¥AB and 75 to 81 (inclusive) and shall be opeeatinless and until it is confirmed at
subsequent general meeting of the Company wherantiemdments have been approved by Shareholdeiiadnolot less than 80% of the
shares of the Company issued and outstanding ditlé@émo vote generally; and all other Bye-Law ardments shall be approved by
Shareholders holding not less than a majority efshares issued and outstanding and entitled & vot

-57-



SCHEDULE |
SERIES A PREFERRED SHARES

1. Number and Designation. The Company shall haslass of Series A Preferred Shares with such nuwitghares authorized as shall be
from time to time by Resolution adopted at a gelnmeeting of the Shareholders and as set fortherBye-Laws of the Company.

2. Dividends and Distributions. (a) Subject to gawt (2)(b) and (4) below, the Company shall payl the holders of the Series A Preferred
Shares shall be entitled to receive, and to shguelly and ratably, share for share with the Comi8bares, in such dividends and
distributions on the Common Shares or the Seri€seferred Shares as may be declared from timen® by the Board of Directors, whether
payable in cash, property or securities of the CamgpThe record date for determining the holderSearies A Preferred Shares entitled to
receive dividends and distributions shall be thaesas the record date for determining the holde@ommon Shares entitled to receive
dividends and distributions. Dividends and disttids shall be paid to the holders of Series Aétrefl Shares entitled to receive such
dividends and distributions at the close of busir@sthe date on which such dividends and disiohatare paid or made by the Company in
respect of the Common Shares.

(b) In the event that the Company declares and palgidend or makes any distribution on its Comrtares in the form of (x) additional
Common Shares, (y) options, warrant:



rights to acquire Common Shares or (z) other sgesiof the Company convertible into or exchange&td Common Shares, the holders of
the Series A Preferred Shares shall receive indfauch securities: (1) an equal number of shafeslditional Series A Preferred Shares, in
the case of clause (x) above; (2) options, warrantgghts to acquire an equal number of additi®elies A Preferred Shares on terms
otherwise identical to such options, warrants ghts distributed to the holders of Common Share#)e case of clause (y) above; and (3)
securities convertible into or exchangeable foegnal number of Series A Preferred Shares on tetheswise identical to the convertible or
exchangeable securities distributed to the holde@ommon Shares, in the case of clause (z) above.

(c) All dividends or distributions paid with respec the Series A Preferred Shares shall be paidaia to the holders entitled thereto.

(d) Each fractional Series A Preferred Share ontsitey shall be entitled to a ratable proportioraateount of all dividends and other
distributions accruing, paid or made with respeaadch outstanding Series A Preferred Share asdehl dividends and other distributions
with respect to such outstanding fractional shahedl be payable in the same manner and at sues @ provided for in sections (2)(a), (2)
(b) and (4) hereof with respect to dividends areptistributions on each outstanding Series Aderedl Share.

3. Voting Rights. (a) Each issued and outstandieigeS A Preferred Share shall be entitled to orie far each Common
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Share into which such Series A Preferred Sharengartible, with respect to any matter presentethiésshareholders of the Company for
their action or consideration and shall be inclusledetermining the number of shares voting ortkatito vote on any such matter; provided,
however, that holders of Series A Preferred Shsintali not vote with respect to the election of cliogs of the Company. Except as otherwise
provided herein or by law, the holders of the SeAdPreferred Shares shall vote together with thiddrs of the Common Shares as a single
class.

(b) In addition to the voting rights set forth alkgothe consent of the holders of at least a mgjofithe Series A Preferred Shares at the time
outstanding voting together as a single class| beatecessary for any amendment to the Memorarmafukssociation or Bye-laws of the
Company, if such amendment would adversely affextights, powers, privileges or preferences of3bees A Preferred Shares.

4. Rights on Liquidation. In the event of any lidafion, dissolution or winding up of the Companyether voluntary or involuntary, the
holders of the Series A Preferred Shares thenandsig shall be entitled to receive, prior andrief@rence to any distribution of any of the
assets of the Company to the holders of the Confafames by reason of their ownership thereof, aruatmequal to $.01 per share for each
outstanding Series A Preferred Share. If upon toeiwence of such event the assets thus distritantezhg the holders of Series A Preferred
Shares shall be insufficient to permit the payntersuch holders of the full preferential amoung th
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entire assets of the Company legally availablafsiribution shall be distributed ratably among tiodders of the Series A Preferred Shares.
After the payment or distribution to the holdergtoé Series A Preferred Shares of such preferearialunt and the payment (the "Other
Liguidating Preference Payment") of the lessei)ahg liquidation preference or (ii) the par valfeany other preferred shares then
outstanding (the "Other Preferred Shares"), if &ingn the holders of the Series A Preferred Shéredyolders of the Other Preferred Shares
and the holders of Common Shares shall be entitleelceive ratably (based, in the case of the SériBreferred Shares and the Other
Preferred Shares, if they are convertible into Cami8hares, on the number of Common Shares intdwghich Series A Preferred Shares
and Other Preferred Shares were last convertibledraaining assets of the Company to be distribupeovided, however, that if any Other
Preferred Shares shall have priority liquidatigrhts vis-a-vis the Common Shares (other than therQtiquidating Preference Payment),
then the Series A Preferred Shares shall, in @diggung distribution, be treated ratably with thestsenior of such Other Preferred Shares.

5. Conversion. (a) Each Series A Preferred Shaselmaonverted, at the option of the holder therab&ny time (i) after the HSR Clearance
Date or

(i) upon the transfer (in accordance with the fgmns of the Shareholders Agreement) of such SéiPreferred Share to a Person other
than a Shareholder or any Affiliate thereof, in thenner hereinafter
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provided, into one (subject to any adjustment nelibelow) fully paid and nonassessable CommoneSharovided however, that on any
liquidation of the Company, the right of conversgirall terminate at the close of business on tisgnbas day immediately preceding the date
fixed for the payment of any amounts distributatndiquidation to the holders of the Series A Pnefé Shares.

(b) Each conversion of Series A Preferred ShatesGommon Shares shall be effected by the priattevrinotice thereof by the holder of the
Series A Preferred Shares and the surrender afktfiéicates representing the shares to be cordvattéhe principal office of the Company
such other office or agency of the Company as tragany may designate by notice in writing to thilars of the Series A Preferred Shares
as shown on the books of the Company) at any tumeg normal business hours. Such notice shak stet name or names (with addresses)
and denominations in which the certificate or diedtes for such Common Shares are to be issuedlaibinclude instructions for reasona
delivery thereof. Each conversion shall be deerndthtve been effected as of the close of busineiseotiate on which such certificates have
been surrendered and such notice has been recgitvedch time, the rights of the holders of therendered Series A Preferred Shares as
holder shall cease, and the Person in whose nasreettificates for Common Shares will be issuednugach conversion shall be deemed to
have become the holder of record of the CommoneShapresented thereby.
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(c) Promptly after the surrender of the certifisaédd the receipt of written notice, the Comparatisesue and deliver in accordance with the
surrendering holder's instructions (i) the ceréifes for the Common Shares issuable upon such orend (i) certificates representing .
surrendered Series A Preferred Shares which wéikeede to the Company in connection with such @sion but which were not requested
to be converted and, therefore, were not converted.

(d) The issuance of certificates for Common Shapes) conversion of Series A Preferred Shares beathade without charge to the holders
of such shares for any cost incurred by the Comjraognnection with such conversion and the relé&gsdance of Common Shares.

(e) The Company shall at all times reserve and keapable out of its authorized but unissued Comi8bares, solely for the purpose of
issuance upon the conversion of the Series A RPegfe8hares, such number of Common Shares issuataeconversion of all outstanding
Series A Preferred Shares. All Common Shares wdnietso issuable shall, when issued, be duly andly&sued, fully paid and
nonassessable and free from all taxes, liens aamdjeb. The Company shall take all such actionsagsh® necessary to assure that all such
Common Shares may be so issued without violatiangfapplicable law or governmental regulationror eequirement of any domestic
securities exchange upon which Common Shares mbstbe (except for official notice of issuance wainishall be immediately transmitted
by the Company upon issuance).
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(f) The Company shall not close its books agaimsttitansfer of Series A Preferred Shares in anynerawhich would interfere with the
timely conversion of any Series A Preferred Shares. Company shall assist and cooperate with aldehof Series A Preferred Shares
required to make any governmental filings or obtaig governmental approval prior to or in connettioth any conversion of Series A
Preferred Shares hereunder (including, withouttitron, making any filings required to be made oy Company).

6. Share Splits; Adjustments. (a) If the Comparsllsh any manner subdivide (by share split, stthvedend or otherwise) or combine (by
reverse share split or otherwise) the outstandioigi@on Shares, the outstanding Series A PreferrateSishall be proportionately
subdivided or combined, as the case may be, andtei# provision shall be made for the protectibalbconversion and voting rights of the
Series A Preferred Shares hereunder.

(b) If the Company shall issue any shares of ipgtahshares in a reclassification of the Commoar8é (including any such reclassificatior
connection with a merger, consolidation or othesibeiss combination involving the Company), or iy ather similar transaction affecting
the Company or the number or value of Common Sharestanding, effective provision shall be madetli@r protection of all conversion and
voting rights of the Series A Preferred Sharesinater.
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(c) The terms "HSR Clearance Date" and "HSR Actised herein shall have the meanings set fortheirShareholders Agreement.

7. General Provisions. (a) The term "Affiliate"@sed herein shall have the meaning set forth irstiereholders Agreement.

(b) The term "Antitrust Authority" as used herelral have the meaning set forth in the Shareholdgreement.

(c) The term "Person” as used herein means anidhdivor a company, partnership, association, wusiny other entity or organization.
(d) The term "outstanding" when used herein wifemence to shares, shall mean issued shares.

(e) The term "Shareholders Agreement" as usedrhereans that certain Shareholders Agreement toteees into between Loral
Corporation ("Loral") and the Company substantiallyhe form attached to that certain Distributidgreement dated as of January 7, 1996
between Loral and the Company.

(f) The term "Shareholders" as used herein shak liae meaning set forth in the Shareholders Agee¢m

(9) Subject to Section 3 hereof, any right, preiees privilege or power of, or restriction provided the benefit of, the Series A Preferred
Shares set forth herein may be amended and thevabse thereof may be waived (either generallyha particular instance and either
retroactively or prospectively) with the consenttod holders of not less than a majority of thee3eA Preferred Shares then outstanding, and
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any amendment or waiver so effected shall be bindpon the Company and all holders of Series Adpredl Shares.
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SCHEDULE I
SERIES B PREFERRED SHARES

1. Number and Designation. The Company shall haslass of preferred shares denominated "SeriesfiPed Shares" with such numbeil
shares authorized as shall be set from time to biynResolution adopted at a general meeting oStiereholders of the Company

2. Dividends and Distributions. (a) Subject to phier and superior rights of the holders of anyrebaf any series of preferred shares ranking
prior and superior to the Series B Preferred Shaitsrespect to dividends, the holders of Seridar&erred Shares, shall be entitled to
receive, when, as and if declared by the Boardigddiors out of funds legally available for the pose, quarterly dividends payable in cash
on the fifteenth day of January, April, July and@er in each year (each such date being refeorbdrein as a "Quarterly Dividend Payment
Date"), commencing on the first Quarterly DividdPayment Date after the first issuance of a SeriBsderred Share or a fraction thereof, in
an amount per Share (rounded to the nearest sehfgct to the provision for adjustment hereinadterforth, equal to 1,000 times the
aggregate per Share amount of all cash dividemds1#00 times the aggregate per Share amountk{feaiyekind) of all non-cash dividends
or other distributions other than a dividend pagablCommon Shares or a subdivision of the outstgn@ommon Shares (k



reclassification or otherwise), declared on the @mm Shares since the immediately preceding Qugievidend Payment Date, or, with
respect to the first Quarterly Dividend Paymente)atnce the first issuance of any Series B Prede®hare or a fraction thereof. In the event
the Company shall at any time (i) declare any dixidion Common Shares payable in Common Sharesyfidivide the outstanding
Common Shares, or (iii) combine the outstanding @om Shares into a smaller number of Shares, theadh such case the amount to w
holders of Series B Preferred Shares were entitietediately prior to such event pursuant to the@diang sentence shall be adjusted by
multiplying such amount by a fraction the numeratbwhich is the number of Common Shares outstapulinmediately after such event and
the denominator of which is the number of Commoar8s that were outstanding immediately prior tdhsesent.

(b) The Company shall declare a dividend or distidn on the Series B Preferred Shares as providpdragraph (a) above immediately a
it declares a dividend or distribution on the ComnSthares (other than a dividend payable in Comniames).

(c) Dividends shall begin to accrue and be cumgatin the outstanding Series B Preferred Sharestie Quarterly Dividend Payment Date
next preceding the date of issue of such SerieeB2Ped Shares, unless the date of issue of shafeSis prior to the record date for the first
Quarterly Dividend Payment Date, in which casedéivids on such Shares shall begin to accrue fromiateeof issue of such Shares, or
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unless the date of issue is a Quarterly Dividenghriemt Date or is a date after the record datehf@idetermination of holders of Series B
Preferred Shares entitled to receive a quarteviyldhd and before such Quarterly Dividend PaymeaiePin either of which events such
dividends shall begin to accrue and be cumulatomfsuch Quarterly Dividend Payment Date. Accrugdumpaid dividends shall not bear
interest. Dividends paid on the Series B Prefe8iedres in an amount less than the total amountabf dividends at the time accrued and
payable on such Shares shall be allocated pr@ratashare-by-share basis among all such Shattes titne outstanding. The Board of
Directors may fix a record date for the determimraf holders of Series B Preferred Shares entilegdceive payment of a dividend or
distribution declared thereon, which record datdldie no more than 30 days prior to the date fifoedhe payment thereof.

3. Voting Rights. The holders of Series B Prefei®bdres shall have the following voting rights:

(a) Subject to the provision for adjustment heri@reset forth, each Series B Preferred Share shétle the holder thereof to 1,000 votes on
all matters submitted to a vote of the Shareholdétie Company. In the event the Company shalhgttime (i) declare any dividend on
Common Shares payable in Common Shares, (ii) sigeditie outstanding Common Shares, or (iii) comligeoutstanding Common Shares
into a smaller number of Shares, then in each sash the number of votes per Share to which hotifate Series

-3



B Preferred Shares were entitled immediately gn@uch event shall be adjusted by multiplying smgmber by a fraction the numerator of
which is the number of Common Shares outstandimgddiately after such event and the denominatorto€hwis the number of Common
Shares that were outstanding immediately priouth®vent.

(b) Except as otherwise provided herein or by ld&,holders of Series B Preferred Shares and tlaetsoof Common Shares shall vote
together as one class on all matters submitted/tdeaof Shareholders of the Company.

(c) (i) If at any time dividends on any Series Bfierred Shares shall be in arrears in an amoura égsix quarterly dividends thereon, the
occurrence of such contingency shall mark the beginof a period (herein called a "default periodBich shall extend until such time when
all accrued and unpaid dividends for all previouarterly dividend periods and for the current geidytdividend period on all Series B
Preferred Shares then outstanding shall have badardd and paid or set apart for payment. Duraa elefault period, holders of the Series
B Preferred Shares with dividends in arrears iamount equal to six quarterly dividends thereogetber with holders of any other shares of
the Company upon which similar voting rights haeeib conferred and are exercisable (collectively,'Befaulted Shares") voting as a class,
irrespective of series, shall have the right teateieo Directors.

-4-



(if) During any default period, such voting rigtttbe holders of Series B Preferred Shares mayercised initially at a special general
meeting called pursuant to subparagraph (iii) &f 8ection 3(c) or at any Annual General Meetin@lo&areholders, and thereafter at Annual
General Meetings of Shareholders, provided thahaesuch voting right nor the right of the holdef@ny other shares upon which similar
voting rights have been conferred, if any, to iases in certain cases, the authorized number etiirs shall be exercised unless the holders
of 10% in number of the Defaulted Shares outstandirall be present in person or by proxy. The atesefia quorum of the holders of
Common Shares shall not affect the exercise byahders of the Defaulted Shares of such votingtrighany meeting at which the holders

of the Defaulted Shares shall exercise such vatgig initially during an existing default periothey shall have the right, voting as a class, to
elect Directors to fill such vacancies, if any{tie Board as may then exist up to two Directorsf@uych right is exercised at an Annual
General Meeting, to elect two Directors. If the mienwhich may be so elected at any special genszating does not amount to the required
number, the holders of the Defaulted Shares shak he right to make such increase in the numbBirectors as shall be necessary to
permit the election by them of the required numBdter the holders of the Defaulted Shares shalkhexercised their right to elect Directors
in any default period and during the continuancsumh period, the number of Directors shall not be
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increased or decreased except by vote of the Iotdehe Defaulted Shares as herein provided ayaunt to the rights of any equity securi
ranking senior to or pari passu with the Seriegs&dPred Shares.

(iii) Unless the holders of the Defaulted Shareallsduring an existing default period, have prengly exercised their right to elect Directors,
the Board may order, or any Shareholder or Shadem®lowning in the aggregate not less than 10%eofdtal number of Defaulted Shares
outstanding, irrespective of series, may requhstcalling of a special meeting of the holdershef Defaulted Shares, which meeting shall
thereupon be called by the Chairman of the Boatti@Company. Notice of such meeting and of anyuah@&eneral Meeting at which
holders of the Defaulted Shares are entitled te potrsuant to this paragraph (c)(iii) shall be git@ each holder of record of Defaulted
Shares by mailing a copy of such notice to himigtdst address as the same appears on the botiies Gdmpany. Such meeting shall be
called for a time not earlier than 30 days andatetr than 40 days after such order or request default of the calling of such meeting wit
40 days after such order or request, such meetaghbma called on similar notice by any Shareholdetmreholders owning in the aggregate
not less than 10% of the total number of Defauiedres outstanding and at least 50% of the totalgzaghts held by all such Shareholders.
Notwithstanding the provisions of this paragraplii{f, no such special general meeting shall bédaduring the period within 60 da
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immediately preceding the date fixed for the nerhBal General Meeting of the Shareholders.

(iv) In any default period, the holders of Commdra&s, and other classes of shares of the Compapplicable, shall continue to be entit

to elect the whole number of Directors until thédeos of the Defaulted Shares shall have exerdlsgid right to elect two Directors voting as
a class, after the exercise of which right (x) Eieectors so elected by the holders of Defaultedr& shall continue in office until their
successors shall have been elected by such hadergil the expiration of the default period, gyl any vacancy in the Board of Directors
may (except as provided in paragraph

(c)(ii) of this section 3) be filled by vote of aajority of the remaining Directors theretofore ¢éscby the holders of the class of shares which
elected the Director whose office shall have becwatant. References in this paragraph (c) to Direatlected by the holders of a particular
class of shares shall include Directors electedump Directors to fill vacancies as provided iruska (y) of the foregoing sentence.

(v) Immediately upon the expiration of a defaultipd, (x) the right of the holders of Defaulted &was a class to elect Directors shall cease
(y) the term of any Directors elected by the haddefrDefaulted Shares as a class shall terminate(z) the number of Directors shall be such
number as may be provided for in the Bye-laws peesive of any increase made pursuant to the pgomsasof paragraph (c)(ii) of this section

3 (such number being subject, however, to change
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thereafter in any manner provided by law or inBlye-laws). Any vacancies in the Board of Directaffected by the provisions of clauses (y)
and (z) in the preceding sentence may be filled byajority of the remaining Directors.

(d) Except as set forth herein, holders of Seriéy&erred Shares shall have no special votingsighd their consent shall not be required
(except to the extent they are entitled to votdidlders of Common Shares as set forth hereirfpfong any corporate action

4. Certain Restrictions. (a) Whenever quarterlydéinds or other dividends or distributions payairiehe Series B Preferred Shares as
provided in section 2 are in arrears, thereaftdruantil all accrued and unpaid dividends and distiions, whether or not declared, on the
Series B Preferred Shares outstanding shall hase fb&id in full, the Company shall not:

(i) declare or pay dividends on, make any othetrilistions on, or redeem or purchase or otherwisgiiae for consideration any shares of
stock ranking junior (either as to dividends or mfiquidation, dissolution or winding up) to theries B Preferred Shares;

(i) declare or pay dividends on or make any ottistributions on any shares of stock ranking oty (either as to dividends or upon
liquidation, dissolution or winding up) with the 18 B Preferred Shares, except dividends paidhisatan the Series B Preferred Shares and
all such parity shares on which dividends are plyabin arrears in proportion to the
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total amounts to which the holders of all such ehare then entitled;

(iii) redeem or purchase or otherwise acquire trsideration shares of any stock ranking on aypéeither as to dividends or upon
liquidation, dissolution or winding up) with the 18 B Preferred Shares, provided that the Compaeny at any time redeem, purchase or
otherwise acquire shares of any such parity shiareschange for shares of any stock of the Companling junior (either as to dividends or
upon dissolution, liquidation or winding up) to tBeries B Preferred Shares;

(iv) purchase or otherwise acquire for consideratiny Series B Preferred Shares, or any shardeak sanking on a parity with the Series B
Preferred Shares, except in accordance with a paecbffer made in writing or by publication (asedetined by the Board) to all holders of
such shares upon such terms as the Board, afteidesation of the respective annual dividend rates other relative rights and preferences
of the respective series and classes, shall deterimigood faith will result in fair and equitaltteatment among the respective series or
classes.

(b) The Company shall not permit any subsidiarthefCompany to purchase or otherwise acquire fosideration any shares of the
Company unless the Company could, under paragegpif this section 4, purchase or otherwise acauioh shares at such time and in such
manner.

5. Reacquired Shares. Any Series B Preferred Shaohased or otherwise acquired by the Companpymaanner
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whatsoever shall be retired and cancelled prongitsr the acquisition thereof.

6. Liquidation, Dissolution or Winding-up. (a) Upany liquidation (voluntary or otherwise), dissadut or winding-up of the Company, no
distribution shall be made to the holders of sheaeg&ing junior (either as to dividends or uporuldption, dissolution or winding-up) to the
Series B Preferred Shares unless, prior thereddialders of Series B Preferred Shares shall lenatved $1.00 per Share, plus an amount
equal to accrued and unpaid dividends and distdbstthereon, whether or not declared, to the diseich payment. Thereafter, the holders
of Series B Preferred Shares shall be entitleéteive an aggregate amount per Share, subject frolvision for adjustment hereinafter set
forth, equal to 1,000 times the aggregate amoubétdistributed per Share to holders of Common &hdafollowing the payment of the
foregoing, holders of Series B Preferred Shareshatders of Common Shares shall receive their fatabd proportionate share of the
remaining assets to be distributed.

(b) In the event however, that there are not siefficassets available to permit payment in fullhef Series B Preferred Shares liquidation
preference and the liquidation preferences ofthkioseries of preferred shares, if any, which @mla parity with the Series B Preferred

Shares, then such remaining assets shall be ditdlvatably to the holders of such parity shamgedportion to their respective liquidation
preferences.
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(c) In the event the Company shall at any timel€glare any dividend on Common Shares payable imr@m Shares, (i) subdivide the
outstanding Common Shares (by reclassificatiortleeravise), or (iii) combine the outstanding Comn8irares into a smaller number of
Shares, then in each such case the aggregate atnaunith holders of Series B Preferred Shares wetidled immediately prior to such
event shall be adjusted by multiplying such amduyna fraction the numerator of which is the numtfe€ommon Shares outstanding
immediately after such event and the denominatevtoth is the number of Common Shares that werstaniding immediately prior to such
event.

7. Consolidation, Merger, etc. In case the Compsmall enter into any consolidation, merger, comtiamaor other transaction in which the
Common Shares are exchanged for or changed inéo sttares or securities, cash and/or any otheepsgphen in any such case the Seri
Preferred Shares shall at the same time be sisngadhanged or changed in an amount per Shares(dubjthe provision for adjustment
hereinafter set forth) equal to 1,000 times theaggte amount of shares, securities, cash andyastaer property (payable in kind), as the
case may be, into which or for which each Commoar&is changed or exchanged. In the event the Qoyrgiwall at any time (i) declare any
dividend on Common Shares payable in Common Sh@idesibdivide the outstanding Common Shares @njassification or otherwise), or
(iii) combine the outstanding Common Shares insaller number of Shares, then in each such casaniount set forth in the preceding
sentence with respect
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to the exchange or change of Series B PreferreteSishall be adjusted by multiplying such amounalisaction the numerator of which is
the number of Common Shares outstanding immediafédy such event and the denominator of whicheésnumber of Common Shares that
were outstanding immediately prior to such event.

8. No Redemption. The Series B Preferred Shardkraitdbe redeemable.

9. Ranking. The Series B Preferred Shares shdljeamor to all other series of the Company's pnefe shares as to payment of dividends
the distribution of assets, unless the terms ofsargh series shall provide otherwise.

10. Amendment. The Bye-Laws of the Company shalbecamended in any manner which would materidlgr @r change the powers,
preferences or special rights of the Series B BeleéShares so as to affect them adversely wittheuaffirmative vote of the holders of a
majority or more of the outstanding Series B Pref@iShares voting separately as a class.

11. Fractional Shares. Series B Preferred Shargdmessued in fractions of a Share which shaltlerthe holder, in proportion to such
holder's fractional shares, to exercise votingtsgreceive dividends, participate in distributi@msl to have the benefit of all other rights of
holders of Series B Preferred Shares.
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Exhibit 10.1
TAX SHARING AGREEMENT

TAX SHARING AGREEMENT ("the Agreement") dated asJafnuary 7, 1996 by and among Wings Corporatidiewa York corporation
(the "Company"), Spinco Corporation, a Delawargooation and a whollpwned subsidiary of the Company ("Spinco"), Rotéesporation
a Maryland corporation ("Parent”) and LAC AcquisitiCorporation, a New York corporation and a whaelyned subsidiary of Parent (the
"Purchaser").

WHEREAS, in connection with the restructuring o iompany pursuant to the Restructuring, FinanaimdyDistribution Agreement, dated
as of April 15, 1996 (the "Distribution Agreementthle Company, Spinco and certain other partiee lgveed to the assignment and transfer
by the Company to Spinco of the Spinco Assetsulinly, without limitation, the Spinco Subsidiari@sthe manner set forth in the
Distribution Agreement (the "Transfer"), in excharfgr Spinco Common Stock and the assumption a&iceliabilities of the Company by
Spinco;

WHEREAS, the Company will retain its stock in dilits subsidiaries other than the Spinco Subsid#afihe "Retained Subsidiaries");

WHEREAS, in accordance with the terms of the Agreetrand Plan of Merger dated as of January 7, (t8@6'Merger Agreement"), the
Purchaser will commence and consummate the Offétl@Company will complete the Transfer;

WHEREAS, pursuant to the Merger Agreement, ancc@oedance with New York law, the Purchaser will geewith and into the Company
after certain conditions are satisfied at the BifecTime (the "Merger"), whereby each share of own stock of the Company issued and
outstanding immediately prior to the Effective Tim@l be converted into the right to receive casld,aas a result of such Merger, the
Company, as the surviving corporation, will becorf®lly-owned by Parent;

WHEREAS, immediately after the consummation of @féer and the Form 10 having been declared effedtivthe SEC, the Company will
distribute the shares of Spinco to the Companyestudders



WHEREAS, at the end of the day on which Parent meg$stock of the Company satisfying the requiretsien Section 1504(a)(2) of the
Internal Revenue Code of 1986, as amended (thee'Q.atie consolidated group of which the Comparhéscommon parent will terminate
and the members of the Company Group will becomeimees of the Parent Group;

WHEREAS, the parties hereto wish to provide forpagment of tax liabilities and entitlement to medg, allocate responsibility and provide
for cooperation in the filing of tax returns, prdeifor the realization and payment of tax benefitsing out of adjustments to the tax returr
the parties and provide for certain other matters;

NOW, THEREFORE, in consideration of the premises thie representations, covenants and agreemenmis ltentained, and intending to
legally bound hereby, the Company, Spinco, Paeert,the Purchaser hereby agree as follows:

1. Certain Definitions.

(a) The following terms used herein shall haverttganings set forth below (such terms to be eqaglpticable to the singular and plural
forms of the terms defined or referred to below):

"Agreement" shall have the meaning set forth inrtwétals to this Agreement.

"Code" shall have the meaning set forth in theta¢xio this Agreement.

"Company" shall have the meaning set forth in #atals to this Agreement.

"Company Group" means the Retained Subsidiarigether with the Company.

"Consolidated Group" or "consolidated group" mear®nsolidated group within the definition of TregsRegulation Section 1.1502-1(h).
"Distribution” shall have the meaning set forthtie Distribution Agreement.
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"Distribution Agreement” shall have the meaningfegth in the recitals to this Agreement.
"Effective Time" shall have the meaning set forthtie Merger Agreement.
"Form 10" shall have the meaning set forth in thigtibution Agreement.

"Group Termination Date" means the end of the dawbich Parent acquires stock of the Company saigfthe requirements of Section
1504(a)(2) of the Code.

"Income Taxes" means any and all taxes based uporeasured by net income (including, without liriga, alternative minimum tax under
Section 55 of the Code) imposed by or payableddils., or any state, county, local or foreign gomeent or any subdivision or agency
thereof (including any U.S. possession), and seah shall include any interest (whether paid oenesd), penalties or additions to tax
attributable thereto.

"Income Tax Liabilities" means all liabilities fbncome Taxes.
"Indemnified Party" means the party that is enditle indemnification by another party pursuantiie Agreement.
"Indemnifying Party" means the party that is regdito indemnify another party pursuant to this Agnent.

"Independent Accounting Firm" means a "big six"dpdndent accounting firm, jointly selected by thetips; or, if the parties cannot agree

such accounting firm, Spinco and Parent shall satimit the name of a "big six" independent accagnfirm that does not at the time and

has not in the prior two years provided servicearp member of the Spinco Group or the Parent Grawug the firm shall be selected by lot
from these two firms.

"Independent Law Firm" means a nationally-recogmirelependent law firm, jointly selected by thetiges; or, if the parties cannot agree on
such law firm, Spinco and Parent shall each sutirainame of a nationally-
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recognized independent law firm that does notatithe and has not in the prior two years proviskvices to any member of the Spinco
Group or the Parent Group, and the firm shall becsed by lot from these two firms.

"Information Return" means any report, return, deation or other information or filing (other thanrax Return) required to be supplied to
any taxing authority or jurisdiction.

"Merger" shall have the meaning set forth in theteds to this Agreement.

"Merger Agreement” shall have the meaning set fortie recitals to this Agreement.

"Offer" shall have the meaning set forth in the rAgreement.

"Old Company Group" means the Company Group, tagetlith the Spinco Group, prior to and including tBroup Termination Date.

"Other Taxes" means any and all taxes, leviestrdike assessments, charges or fees, othericamk Taxes, including, without
limitation, any excise, real or personal propegdins, sales, use, license, real estate or perpoo@érty transfer, net worth, stock transfer,
payroll, ad valorem and other governmental taxesaany withholding obligation imposed by or payatsiéhe U.S., or any state, county, local
or foreign government or subdivision or agencyédbérand any interest (whether paid or received).

"Parent" shall have the meaning set forth in thvitaiks to this Agreement.

"Parent Group" means the Company Group, togethrRdarent and all other Subsidiaries of Parent,ediately following the Group
Termination Date.

"Post-Group-Termination Period" means any taxabléog beginning after the Group Termination Datd any portion of a Straddle Period
beginning after the Group Termination Date.



"Pre-Group-Termination Period" means any taxabtegdesnding on or before the Group Termination Catd any portion of a Straddle
Period prior to and including the Group Terminatidate.

"Proceeding" means any audit or other examinajiaticial or administrative proceeding or determioatrelating to liability for or refunds or
adjustments with respect to Other Taxes or Incomes.

"Purchaser" shall have the meaning set forth irreledétals to this Agreement.

"Refund" means any refund of Income Taxes and Othges.

"Retained Subsidiaries" shall have the meanindostt in the recitals to this Agreement.
"SEC" means the Securities and Exchange Commission.

"Spinco" shall have the meaning set forth in thetads to this Agreement.

"Spinco Assets" shall have the meaning set forthénDistribution Agreement.

"Spinco Common Stock" shall have the meaning s¢ht fa the Distribution Agreement.

"Spinco Group" means the Spinco Subsidiaries, tagatith Spinco and any direct or indirect subsid®of Spinco or the Spinco
Subsidiaries.

"Spinco Subsidiaries" shall have the meaning s fia the Distribution Agreement.
"Straddle Period" means any taxable period thdtdes but does not end on the Group Terminatior Dat
"Subsidiary" or "subsidiary" shall have the mearsegforth in the Distribution Agreement.

"Tax Benefit" means, in the case of separate dtatal or other Income Tax Returns, the sum ofam®unt by which the tax liability (after
giving effect to any alternative minimum or simitax) of a corporation to
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the appropriate taxing authority is reduced (inolgdwithout limitation, by deduction, entitlemewotrefund, credit or otherwise, whether
available in the current taxable year, as an aaest to taxable income in any other taxable yeasa carryforward or carryback, as
applicable) plus any interest from such governnoefarisdiction relating to such tax liability, amu the case of a consolidated federal Inc
Tax Return or similar state, local or other Incoha& Return, the sum of the amount by which thditbility of the affiliated group (within
the meaning of Section 1504(a) of the Code) orratklevant group of corporations to the approprggteernment or jurisdiction is reduced
(including, without limitation, by deduction, edéiment to refund, credit or otherwise, whether ladé in the current taxable year, as an
adjustment to taxable income in any other taxable wr as a carryforward or carryback, as appl&gtius any interest from such
government or jurisdiction relating to such tabiidy.

"Tax Return" means any report, return, declaratioather information or filing required to be suigpl to any taxing authority or jurisdiction
with respect to the liability of any member of 9&d Company Group, the Company Group, the Spinau@or the Parent Group for Income
Taxes or Other Taxes, including, without limitati@my documents with respect to or accompanyingneays of estimated Income Taxes or
Other Taxes, or with respect to or accompanyingests for the extension of time in which to file/auch report, return, declaration or other
document.

"Transfer" shall have the meaning set forth inrdw@tals to this Agreement.

"U.S." means the United States of America.

"Underpayment Rate" means the rate specified uBdetion 6621(a)(2) of the Code for underpaymentssaf
2. Cooperation.

(a) Parent and Spinco shall, and shall cause timeb®ies of the Parent Group and the Spinco Groupeotisely, to, provide the requesting
party with such assistance and documents, withoarge, as



may be reasonably requested by such party in ctionegith the preparation of any Tax Return or &mfprmation Return; the conduct of a
Proceeding; any matter relating to Income TaxeBeOtaxes or Information Returns of any membehef®ld Company Group, the
Company Group, the Spinco Group or the Parent Grang any other matter that is a subject of thiss&gient. Such cooperation and
assistance shall be provided to the requesting pasmptly upon its request. Parent and the Compamyhe one hand, and Spinco, on the
other hand, shall retain or cause to be retainebaal Returns, Information Returns, schedules aatkpapers, and all material records or
other documents relating thereto, until the exprabf the statute of limitations (including any iwers or extensions thereof) of the taxable
years to which such Tax Returns, Information Refpamd other documents relate or until the expinatif any additional period that any p¢
reasonably requests, in writing, with respect tecffic material records or documents. A party idiag to destroy any material records or
documents shall provide the other party with adeamatice and the opportunity to copy or take pageasof such records and documents.
The parties hereto will notify each other in writiof any waivers or extensions of the applicakdéusé of limitations that may affect the
period for which the foregoing records or otherwtoents must be retained.

3. Timing of Group Termination Date; Certain Statel Local Matters. The parties hereby agree thafefleral income tax purposes (and, to
the extent permissible under applicable law, fatestlocal and other tax purposes), the consolidgiteup of which the Company is the
common parent prior to the Group Termination Datlgerminate on the Group Termination Date, incadance with the rule of Treasury
Regulation Section 1.1502-76(b)(1). To the extemhpssible under applicable law, all taxable incattabutable to the Transfer and the
Distribution shall be reported on the Tax Returhthe Old Company Group for the period that endshenGroup Termination Date.

4. Filing of Income Tax Returns; Payment of Incohaxes.
(a) Pre-Group-Termination Periods. To the extenfitex before the Group Termination Date,
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Spinco shall, on behalf of the Old Company Groupppre and file or cause to be prepared and flletha Returns with respect to Income
Taxes for the Old Company Group (or any membeethfgfor all taxable periods ending on or before @roup Termination Date. To the
extent permissible under applicable law, all sualk Returns shall be prepared and filed consistemitly past practice. Spinco shall pay or
cause to be paid all Income Taxes shown to be ddgayable by any member of the Old Company Greuguzh Tax Returns.

(b) Post-Group-Termination Periods. Parent shalpare and file or shall cause to be prepared #u Tax Returns with respect to Income
Taxes for the Company Group for taxable periodsriveigg after the Group Termination Date and shail pr cause to be paid all Income
Taxes shown to be due and payable by any memlibe ¢farent Group on such Tax Returns. Spinco pheglare and file or cause to be
prepared and filed Tax Returns with respect tonmed axes for the Spinco Group for taxable pericatsirining after the Group Termination
Date and shall pay or cause to be paid all Income3 shown to be due and payable by any membbe @pinco Group on such Tax
Returns.

(c) Straddle Periods. Parent shall prepare anafitause to be prepared and filed all Tax Retuitisrespect to Income Taxes for the
Company Group (or any member thereof) for any SfeaBeriod and shall pay or cause to be paid alirre Taxes shown to be due and
payable by any member of the Company Group on $aglReturns. Spinco shall prepare and file or cande prepared and filed all Tax
Returns with respect to Income Taxes for the SpBaup (or any member thereof) for any Straddled@esind shall pay or cause to be paid
all Income Taxes shown to be due and payable fpramber of the Spinco Group on such Tax Returns.

5. Filing of Other Tax Returns; Payment of Othexda To the extent not filed before the Group Teation Date, Spinco shall prepare and
file or cause to be prepared and filed all Tax Retwvith respect to Other Taxes of the Old Comp@argup attributable to any Pre-Group-
Termination Period, and all Tax Returns with respe®©ther Taxes of the Spinco Group attributablany taxable period, and shall pay all
Other Taxes shown to be due and payable by any ereofibhe Old



Company Group or the Spinco Group on such Tax Retiarent shall prepare and file or cause to &eaped and filed all Tax Returns with
respect to Other Taxes of the Company Group atalide to any Post-Group-Termination Period andl i@l all Other Taxes shown to be
due and payable by any member of the Company Goowguch Tax Returns.

6. Filing of Information Returns. Spinco shall fa# Information Returns required to be filed byyanember of the Old Company Group or
before the Group Termination Date and by any merob#re Spinco Group after the Group TerminationeDas well as any Information
Returns required to be filed by the Old Companyupr(or any member thereof) with respect to thermgttion of the Spinco Group or the
Merger. Except as otherwise provided in the prewedentence, Parent shall file all Information Retuequired to be filed by any membe
the Company Group after the Group Termination Datg. party required to file any Information Retyrarsuant to this Section 6 shall pay
any fees or charges required in connection with iliag and shall indemnify and hold the othertgararmless against any penalties, fees or
other charges resulting from the failure to payhsiges or charges or the failure to file such Infation Returns in a correct or timely fashion,
unless such failure results from the failure of dtiger party to provide correct information onragly basis.

7. Indemnification for Taxes.

(@) Income Taxes. The Spinco Group shall pay, &atl mdemnify and hold the Parent Group harmlegsrest, (i) all Income Tax Liabilities
of any member of the Old Company Group for Pre-@fdarmination Periods; (ii) all Income Tax Liabidis incurred, pursuant to Treasury
Regulation Section 1.1502-6 or similar provisicas a result of any member of the Old Company Ghaying been a member of a group
(other than the Parent Group) filing a consoliddesteral (or other combined) income tax return) &ll Income Tax Liabilities of any
member of the Old Company Group or the Parent Geoiging from the Transfer and the Distributiorgardless of when recognized; and
all Income Tax Liabilities of any member of the & Group. Except as otherwise provided in thequig sentence, the Parent
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Group shall pay, and shall indemnify and hold thn8o Group harmless against, all Income Tax Liabd of (i) Parent and its subsidiaries
(other than the members of the Company Group)lfeaxable periods and (ii) the Company Group (oy member thereof) for Post-Group-
Termination Periods. For purposes of this Agreemlanbme Tax Liabilities for the Pre-Group-TerminatPeriod portion of any Straddle
Period shall be the amount of Income Taxes thatdvieave been imposed on or with respect to thevaslegroup (or member(s) thereof) in
the relevant jurisdiction if the taxable year haded on and included the Group Termination Datd,lacome Tax Liabilities for the Post-
GroupTermination portion of any Straddle Period shalthe amount of Income Taxes that would have beg@og®d on or with respect to
relevant group (or member(s) therof) in the reléyansdiction if the taxable year had begun after Group Termination Date.

(b) Other Taxes. Except as provided in Section, Tf&) Parent Group shall pay, and shall indemmify laold the Spinco Group harmless
against, all liabilities for all Other Taxes attitable to the income, property or activities of amymber of the Company Group for all Post-
Group-Termination Periods. The Spinco Group shai, gnd shall indemnify and hold the Parent Groanmifiess against (i) all liabilities for
all Other Taxes attributable to the income, propertactivities of any member of the Spinco Groapdll taxable periods; (i) all liabilities f
all Other Taxes attributable to the income, propertactivities of any member of the Old Companp@xr for any Pre-Group-Termination
Period; and (iii) all Other Taxes, if any, arisiitgm the Transfer or the Distribution. For purposéthis Section 7(b), the determination of
amount of Other Taxes for Straddle Periods shathhde, in the case of Other Taxes other than prgped valorem, and similar Other Tax
based on the amount of Other Taxes that would bdfdhe Pre-Group-Termination Period portion of televant Straddle Period had ended
on and included the Group Termination Date andRust-Group-Termination Period portion of the SttadPeriod had begun after the Group
Termination Date; and, in the case of propertyadrem, and similar Other Taxes, by prorating 4ateily basis) the amount of Other Taxes
due for the entire period in accordance with Sectié4(d) of the Code.
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(c) To the extent that the Indemnifying Party iguieed to indemnify another party pursuant to Béstion 7, the Indemnifying Party shall ¢
to the Indemnified Party, no later than 10 daysrmio the due date of the relevant Tax Return tmesed Tax Return or 10 days after the
Indemnifying Party receives the Indemnified Partgfculations, whichever occurs later, the amohat the Indemnifying Party is required to
pay the Indemnified Party under this Section 7. THiemnified Party shall submit its calculationgtod amount required to be paid pursuant
to this Section 7, showing such calculations ifisigint detail so as to permit the Indemnifying t9do understand the calculations. If the
Indemnifying Party disagrees with such calculatjgnsust notify the Indemnified Party of its disagment in writing within 15 days of
receiving such calculations. Any dispute regardingh calculations shall be resolved in accordaritte Section 10 of this Agreement.

8. Carryovers. In the event of the realizationmf bbss or credit for tax purposes by a party foy taxable period beginning on or after the
Group Termination Date, the party realizing sudslor credit may, in its sole discretion, to theeakpermitted under applicable tax law,
elect not to carry back such loss or credit.

9. Refunds of Income Taxes or Other Taxes. Thec®piroup shall be entitled to all Refunds attriblgao the Spinco Group, and the Parent
Group shall be entitled to all Refunds attributabl¢he Parent Group. The Spinco Group shall bi#deshto all Refunds attributable to the Old
Company Group or any member thereof for any Praifsbermination Period. Notwithstanding the foregpithe Parent Group shall be
entitled to Refunds attributable to the Old Comp@émgup that result from the carryback of a taxlattie by the Company Group from a Post-
Group-Termination Period, and the Spinco Grouplsieéntitled to Refunds attributable to the Oldv@any Group that result from the
carryback of a tax attribute by the Spinco Grouprfra Post-Closing Tax Period. Refunds for any SteaBeriod shall be equitably
apportioned between the Parent Group and the S@naop in accordance with the provisions of thigéggnent governing such periods. A
party receiving a Refund to which another partgriitled pursuant to
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this Agreement shall pay the amount to which subleroparty is entitled within five days after trexeipt of the refund.

10. Disputes. If the parties disagree as to theuatnaf any payment to be made under, or any ottattamarising out of, this Agreement, the
parties shall attempt in good faith to resolve sdispute, and any agreed-upon amount shall betpdfte appropriate party. If such dispute is
not resolved within 15 days thereafter, the pasteal jointly retain the Independent Accountingnirio resolve the dispute. If and to the
extent that the dispute presents legal issuesntiependent Accounting Firm shall have the autiiadtconsult the Independent Law Firm.
The fees of the Independent Accounting Firm andridependent Law Firm shall be borne equally bySpaco Group and the Parent Grc
and the decision of such Independent Accountingn lBind Independent Law Firm shall be final and bigdin all parties. Following the
decision of the Independent Accounting Firm antherindependent Law Firm, the parties shall eaké tat cause to be taken any action that
is necessary or appropriate to implement such idectf the Independent Accounting Firm and the petadent Law Firm, including, without
limitation, the prompt payment of underpaymentswerpayments, with interest calculated on suchpasgnents and underpayments at the
Underpayment Rate from the date such payment washdaugh the date such underpayment or overpayimeaid or refunded.

11. Control of Proceedings. In the case of any &ding with respect to Income Taxes or Other Takéise Parent Group or the Old
Company Group for any taxable period for which $piis or may be liable for such Income Taxes ore®@ifaxes pursuant to this Agreem:
Parent or Spinco, as the case may be, shall prgimftirm the other party, and Parent shall exeouteause to be executed any powers of
attorney or other documents necessary to enable& o take all actions desired by Spinco with eespo such Proceeding to the extent such
Proceeding may affect the amount of Income Tax&3tber Taxes for which Spinco is liable pursuarthis Agreement; Spinco shall have
the right to control any such Proceeding, andjéf¢ is a reasonable basis therefor, to initiayectim for refund, file any amended return or
take any other action that it deems
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appropriate with respect to such taxable yearsjiged, however, that Spinco shall consult with Rgrand Parent shall have the right to
participate at its own expense, with respect toRwmceeding that may affect the Parent Group ait8shall not take any such action that
may affect the Parent Group without the conseftarent, which consent may not be unreasonably elithiAny Proceeding with respect to
Income Taxes or Other Taxes of the Company Groupeo©ld Company Group for a Straddle Period dtwltontrolled jointly by Parent a
Spinco unless the issue relates solely to a Preqisf@rmination Period or a Post-Group-Terminatiend, in which case such proceeding
shall be controlled by Parent or Spinco, as the aaay be, in accordance with the principles offifs¢ sentence of this section 11.
Notwithstanding the foregoing provisions, Spincalshot have the right to control any Proceedignitiate any claim for refund, to file ar
amended return or to take any other action if $rdteeding, claim for refund, amended return oe#ttion would be likely to increase the
amount of Income Taxes or other Taxes payable pyr@mber of the Parent Group for a taxable pertbdrahan a Pre-Group-Termination
Period.

12. Timing Adjustment.

(a) If an audit or other examination of any Incofiax Return of the Parent Group or a Proceedin@rfigrperiod shall result (by settlement or
otherwise) in any adjustment that (A) decreasesidt@zhs, losses or tax credits or increases incgaias or recapture of tax credits for such
period and (B) will permit the Spinco Group to iease deductions, losses or tax credits or decieam@e, gains or recapture of tax credits
that would otherwise (but for such adjustment) hiaeen taken or reported with respect to the Sp@roup for one or more taxable periods,
Parent shall notify Spinco (Parent and Spincopfaposes of this Section 12(a), shall be deematttode, where appropriate, the affiliated,
unitary, combined or other group of which suchyp#&ta member) and provide it with adequate infdaframaso that it can reflect on the Inca
Tax Returns of the Spinco Group such increasesductions, losses or tax credits or decrease<amin, gains, or recapture of tax credits.
With respect to such increases or decreases omind@ax Returns, Spinco shall, and shall cause piree® Group to, pay to Parent the
amounts of
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any Tax Benefits that result therefrom, within tixys of the date on which such Tax Benefits arkzesh

(b) If an audit or other examination of any Incofrax Return of the Old Company Group or a Proceeftingny period for which Spinco is
responsible shall result (by settlement or otheziis any adjustment that (A) decreases deductloases or tax credits or increases income,
gains or recapture of tax credits for such pergod (B) will permit the Spinco Group to increasdwgions, losses or tax credits or decrease
income, gains or recapture of tax credits that waitherwise (but for such adjustment) have beeentak reported with respect to the Spinco
Group for one or more taxable periods, Spinco melify Parent (Spinco and Parent, for purposesisf t

Section 12(b), shall be deemed to include, whepeagiate, the affiliated, unitary, combined oretigroup of which such party is a member)
and provide it with adequate information so thatit reflect on the Income Tax Returns of the RaBeoup such increases in deductions,
losses or tax credits or decreases in income, gainscapture of tax credits. With respect to sucheases or decreases on Income Tax
Returns, Parent shall, and shall cause the ParenipGo, pay to Spinco the amounts of any Tax Bentfat result therefrom, within ten days
of the date such Tax Benefits are realized.

(c) No later than 30 days after the date on whigin& or Parent, as the case may be, receivesnuticuant to section 12(a) or (b) that a
Benefit may be available to the Spinco Group oeRaGroup, respectively, Spinco or Parent, as éise enay be, shall, and shall cause such
members of the Parent Group or the Spinco Groujm ¢he case of Spinco, such members of the Oldf2am Group, as the case may be, to,
as promptly as practicable, take such steps (ifojidvithout limitation, the filing of amended rens or claims for refunds where the amount
of the Tax Benefit for any company in the aggregaieeeds [$25,000]) necessary or appropriate @imbtich Tax Benefit. Thereatfter,
Spinco or Parent, as the case may be, shall, aildcsiuse the Parent Group or the Spinco Groumahe case of Spinco, the Old Company
group, as the case may be, to, file all Income Raturns to obtain at the earliest possible timé Siax Benefit to the maximum extent
available. Notwithstanding anything to the con-

14



trary in this Section 12, either party may, atisction, pay the amount of any Tax Benefit todtteer party rather than filing amended rett
or otherwise reflecting adjustments or taking posg on its Tax Returns. If such an election is enbag a party, the party will be treated as
having realized a Tax Benefit at the time such Barefit would have been realized if such party tlagsen to file amended returns or
otherwise to reflect adjustments or to take posgtion its Tax Returns; provided, however, that qaty shall pay to the other party, no later
than 20 days after such party receives notice tt@other party that a Tax Benefit may be availatble amount of Tax Benefit that such
party would have obtained if such party had filadhanended Tax Return. Notwithstanding the foregaingarty shall not be required to take
steps to obtain a Tax Benefit or to pay the otletypif, in the opinion of such party's counsehieh counsel shall be reasonably acceptal
the other party, there is not substantial authadtyeek such Tax Benefit.

(d) For purposes of this Agreement, a Tax Benéfilde deemed to have been realized at the timeedund of Taxes is received or applied
against other Taxes due, or at the time of filihgmoIncome Tax Return (including any relating stirmated Taxes) on which a loss, deduc

or credit is applied in reduction of Taxes whichulbotherwise be payable; provided, however, tagre a party has other losses,
deductions, credits or similar items availablettal@ductions, credits or items for which the otharty would be entitled to a payment under
this Agreement shall be treated as the last itetitizad to produce a Tax Benefit. In accordancéwiite provisions of this subsection (d),
Spinco and Parent agree that where a Tax Benefitimaealized that may result in a payment toeduce a payment by, the other party
hereto, each party will as promptly as practicadke or cause its affiliate to take such reasonabsppropriate steps (including, without
limitation, the filing of an amended return or atafor refund) to obtain at the earliest possitiectiany such reasonably available Tax Benefit.
In the event that after payment of a Tax Benefitarrthis subsection (d), such Tax Benefit is redumeeliminated because of a final decre
agreement of a taxing authority or the carrybaclosées or credits, then the party to whom the Bexxefit was paid shall pay
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to the other party the amount by which the Tax Biemeas reduced or eliminated plus interest onah®unt returned at the Underpayment
Rate from the date of payment to the date of reeym

13. Payments.

(a) Any payment required by this Agreement thatdsmade on or before the date provided hereuridgr lsear interest after such date at the
Underpayment Rate. In the case of any paymentmedjtiereunder to be made "promptly," such paynieait be considered late for purposes
of this Agreement if not made 20 days after notiad such payment is due is provided. All paymemasle pursuant to this Agreement shall
be made in immediately available funds.

(b) All payments made pursuant to this Agreemeatl dfe treated as adjustments to the purchase jpaickby Parent, and the parties shall not
file any Tax Returns or Information Returns incaetesnt with this position.

14. Termination of Prior Tax Sharing AgreementssTkgreement shall take effect on the Group TertionaDate and shall replace all other
agreements, whether or not written, in respechgflacome Taxes or Other Taxes between or amongreembers of the Old Company
Group, or their respective predecessors or suckgssber than any such agreements made exclusietlyeen or among any members of the
Spinco Group. All such replaced agreements shatbineelled as of the Group Termination Date, anydriggts or obligations existing
thereunder thereby shall be fully and finally ssttlvithout any payment by any party thereto.

15. Notices. All notices, requests, demands andratbmmunications required or permitted under Algigeement will be made in the manner
provided in Section 11.5 of the Distribution Agresrh

16. Entire Agreement; Amendments. This Agreemenstitutes the entire agreement of the parties coimag the subject matter hereof and
supersedes all prior agreements, whether or nétewyiconcerning such subject matter. This Agreémmaty not be amended except by an
agreement in writing, signed by the parties.
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17. Governing Law. This Agreement shall be govermgdnd construed in accordance with the laws ®@RBtate of New York regardless of
the laws that might otherwise govern under appledlew York principles of conflicts of law.

18. Counterparts. This Agreement may be exe- datede or more counterparts, each of which shalirberiginal and all of which shall
constitute together the same document.

19. Effective Date. This Agreement shall becomedi¥e only upon the occurrence of the Group Teatidm Date and shall terminate and be
null and void and of no force and effect upon amnnination of the Merger Agreement.

20. Successors and Assigns. This Agreement amd thle provisions hereof shall be binding upon amale to the benefit of the parties and
their respective successors and permitted asgigmaded, however, that no party may assign anjsafghts, benefits or obligations
hereunder without first obtaining consent of theeotparty.
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IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first written above.
LORAL CORPORATION

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President and
General Counsel

LORAL SPACE & COMMUNICATIONS

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President and
General Counsel

LOCKHEED MARTIN CORPORATION

By: /s/ Frank H. Menaker, Jr.

Name: Frank H. Menaker, Jr.
Title: Vice President and
General Counsel

LAC ACQUISITION CORPORATION

By: /s/ Stephen M Piper

Name: Stephen M Piper
Title: Assistant Secretary
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Exhibit 10.2
EXECUTION COPY
SHAREHOLDERS AGREEMENT
dated as of April 23, 1996
by and among

LORAL CORPORATION,
and

LORAL SPACE & COMMUNICATIONS LTD.



SHAREHOLDERS AGREEMENT

SHAREHOLDERS AGREEMENT, dated as of April 23, 1986 "AGREEMENT"), by and among Loral CorporatianNew York
corporation ("LORAL"), and Loral Space & Communicais Ltd., a Bermuda company (the "COMPANY"). Loaald those of its Affiliates
who are transferees with respect to any of theti@ecurities (as defined below), are sometimelecively referred to herein as the
"SHAREHOLDERS".

RECITALS:

WHEREAS, Lockheed Martin Corporation, a Marylandpmration ("LMC"), Loral and certain subsidiarielsl@ral entered into a
Restructuring, Financing and Distribution Agreemelatted as of January 7, 1996 (the "RESTRUCTURINGREEMENT"; all capitalized
terms used in this Agreement but not otherwisenéeffiherein, shall have the respective meaninggreessito such terms in the Restructuring
Agreement), pursuant to which, after giving effiecthe Restructuring and the Distribution, Loradjaiced 45,896,978 shares of Series A
Convertible Preferred Stock, par value $0.01 parestof the Company (the "PREFERRED STOCK"); and

WHEREAS, the Company and Loral desire to estalitighis Agreement certain conditions with respedtie relationship between the
Shareholders and the Company;

NOW, THEREFORE, in consideration of the mutual ctav@s and agreements contained herein and in thieuReIring Agreement, tt
parties hereto agree as follov



STANDSTILL AND VOTING PROVISIONS

1.1. Restrictions on Certain Actions by the Shalddrs. (a) During the Term (as defined in Articldb®low), each Stockholder will not, and
will cause each of its Affiliates (such term, asdisn this Agreement, as defined in Rule 12b-hef@eneral Rules and Regulations under the
Exchange Act) not to, singly or as part of a parthip, limited partnership, syndicate or other gr¢as those terms are used in Section 13(d)
(3) of the Exchange Act), directly or indirectly:

(i) acquire, offer to acquire, or agree to acquisepurchase, gift or otherwise, any Equity Se@sifas defined below in

Section 1.1(c)), except pursuant to a stock sgiliick dividend, rights offering, recapitalizatioaclassification, merger, consolidation,
corporate reorganization or similar transactiowypded that at any time in which the Shareholdetd hin the aggregate, less than twenty
percent (20%) of the Total Voting Power, then thar@holders may acquire Equity Securities so tirmBhareholders hold, in the aggregate,
up to twenty percent (20%) of the Total Voting Powe

(i) make, or in any way actively participate imya'solicitation" of "proxies" to vote (as suchnes are defined in Rule 14a-1 under the
Exchange Act), solicit any consent or communicatl e seek to advise or influence any third pavith respect to the voting of any Equity
Securities or become a "participant” in any "etatitontest” (as such terms are defined or usedli@ Rla-11 under the Exchange Act), in
each case with respect to the Company, exceptpasssty provided in Section 1.7;

(iii) form, join or encourage the formation of, afperson” or "group" within the meaning of Sectiti3(d) of the Exchange Act with respec
any Equity Securities; provided that this Sectial(8)(iii) shall not prohibit any such arrangemsolely among the Shareholders and any of
their respective Affiliates;

(iv) deposit any Equity Securities into a votingdfr or subject any such Equity Securities to angryement or agreement with respect to the
voting thereof; provided that this Section 1.1(g)&hall not prohibit any such arrangement soletpag the Shareholders and any of their
respective Affiliates;

(v) initiate, propose or otherwise solicit Sharelest for the approval of one or more stockholdeppsals with respect to the Company as
described in Rule 1-8 under the Exchange Act, or induce or attemphdoice



any other third party to initiate any stockholdeogmsal, except as expressly provided in Sectidn 1.

(vi) except as otherwise contemplated or permitiethis Agreement (including, without limitationysuant to Section 1.2 or 1.7 hereof),
seek to place a representative on the Board otfire of the Company or seek the removal of any begrof the Board of Directors of the
Company, except with the approval of the Board mé&ors or management of the Company;

(vii) except with the approval of the Board of Qiters or management of the Company, call or sedlate called any meeting of the
Shareholders of the Company;

(viii) except through its representatives on thaiioof Directors (or any committee thereof) of @@mpany (if any) and except as otherwise
contemplated by this Agreement or the Restructuliggeement (including the agreements and othermeats referred to therein, including,
without limitation, the Tax Sharing Agreement), etiise act to seek to control the management dacipslof the Company, except with the
approval of the Board of Directors or managemenhefCompany;

(ix) sell or otherwise transfer in any manner aigyuify Securities to any "person"” (within the meanaf Section 13(d)(3) of the Exchange
Act) who, immediately following such sale or tramsfwould, to the best of the Stockholder's knogkedwn more than four percent (4%) of
any class of Equity Securities or who, without #pgproval of the Board of Directors of the Compgiy),has publicly proposed a business
combination or similar transaction with, or a charg control of, the Company or who has publiclggmsed a tender offer for Equity
Securities or (B) who has discussed with Loralror af its respective Affiliates the possibility pfoposing a business combination or similar
transaction with, or a change in control of, therpany;

(x) sell or otherwise transfer in any manner to payson (as defined in clause (ix) above) in anglsitransaction or series of related
transactions more than 2% of the outstanding Edgatyurities;

(xi) solicit, seek to effect, negotiate with or pide any information to any other party with regpec or make any statement or proposal,
whether written or oral, to the Board of Directofghe Company or any director or officer of thengmny or otherwise make any public
announcement or proposal whatsoever with respeantoform of business combination transaction lving the Company, including,
without limitation, a merger, exchange offer owlidation of the Company's assets, or any
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corporate reorganization or similar transactiorhwéspect to the Company, except in each casethdthpproval of the Board of Directors or
management of the Company; or

(xii) instigate or encourage any third party toadty of the foregoing.
Notwithstanding clauses (ix) and (x) above, ther&halders may effect any transaction contemplayedrkicle Il hereof.

(b) Notwithstanding the provisions of this Sectibof, nothing herein shall apply with respect to Bayity Securities acquired from any
person other than a Stockholder (x) held by anygioen retirement or other benefit plan managedryy&tockholder or any of its subsidiaries
or other Affiliates or (y) held in any account mged for the benefit of another person, by any slidasi or other Affiliate of any of the
Shareholders which is engaged in the financialises\business. In addition, notwithstanding thevigions of this Section 1.1, nothing herein
shall prohibit or restrict any transfer of EquitgcBirities to or among any of the subsidiaries beoAffiliates of any of the Shareholders
(provided that such subsidiary or Affiliate agrée$e bound to the provisions of this Agreemengrughich such subsidiary or Affiliate sh
be entitled to all rights and benefits, and shalkbbject to all obligations, of a Stockholder urtties Agreement).

(c) For the purposes of this Agreement, (i) thentBEQUITY SECURITIES" shall mean the Preferred &tand any securities entitled to v
generally in the election of directors of the Comypaor any direct or indirect rights or optionsatouire any such securities or any securities
convertible or exercisable into or exchangeablestmh securities (provided that, in the event thatGuaranty Warrants (as defined below)
become warrants to acquire Equity Securities, €icaranty Warrants and any securities issued putrsoidine exercise of such Guaranty
Warrants, shall not (so long, in each case, asdheyeld by the Stockholder) constitute Equityugigies for purposes of determining the
appropriate number of shares of Common Equity S&esiwvhich Loral is entitled to acquire hereundecjuding in connection with the
determination of the Target Percentage pursuafettion 1.4(a) hereof), (ii) the term "VOTING POWEs$hall mean the voting power in the
general election of directors of the Company, g term "TOTAL VOTING POWER" shall mean the totambined Voting Power of all tl
Equity Securities then outstanding, including, withlimitation, the Preferred Stock, and, insofatlee Preferred Stock is concerned, it is
deemed to have Voting Power equal to that of them@on Stock into which it is convertible, (iv) theriin "CHANGE OF CONTROL" shall
mean the occurrence of any of the following evef#t¥.any "person” or
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"group" (as such terms are used in Sections 13(@d)4(d) of the Exchange Act) is or becomes thefigial owner of Equity Securities
which represent at least forty percent (40%) offtbtal Voting Power, or (B) during any one-yearipdy individuals who at the beginning of
such period constituted the Board of Directorshef Company (together with any new directors whdsetien by such Board of Directors or
whose nomination for election by the shareholdéthe® Company was approved by a vote of a majoiithe directors of the Company then
still in office who were either directors at thegb®ing of such period or whose election or nomeorafor election was previously so
approved) cease for any reason to constitute arityagd the Board of Directors of the Company themffice, (v) the term "BENEFICIAL
OWNER?", and terms having similar import, shall meauy direct or indirect "beneficial owner", as steim is defined in Rules 13d-3 and
13d-5 under the Exchange Act, and (vi) the term ARANTY WARRANTS" shall mean those warrants whicttae to the benefit of the
Company in connection with the Globalstar Bank @Gutge, as described in the Globalstar Warrant Mantm.

1.2. HSR Clearance.

(a) At any time after the date hereof (but subjedhe provisions of Section 1.2(b) below), follogia written request by Loral to the
Company (such request, the "HSR NOTICE"), the Caomifzand the Shareholders will

(i) take promptly all actions necessary to makefiliregs required of the Shareholders, the Compangny of their respective Affiliates under
the HSR Act (as defined in the Merger Agreementhwaspect to the right to convert Preferred Sttt continue to own the securities so
received, the ownership and voting of Equity Sdimsiby the Shareholders, any of the transactiongemplated by this Agreement or any
other similar matters (all such exercise, ownershiping, transaction and other similar matters, fRILING Matters"),

(i) comply at the earliest practicable date witly aequest for additional information or documentaraterial received by the Company or the
Shareholders or any of their Affiliates from anytioé Federal Trade Commission, the Antitrust Dosisof the Department of Justice, state
attorneys general, the Commission, or other goverat or regulatory authorities (all such authesfithe "ANTITRUST AUTHORITIES"),
and (iii) cooperate with each other in connectiathany of the filings referred to in clause (i)oale and in connection with resolving any
investigation or other inquiry commenced by anyhaf Antitrust Authorities. To the extent reasonaiglguested by Loral, the Company shall
use all reasonable efforts to resolve such objestith any, as may be asserted with respect t&ithy Matters. If any administrative, judicial
or legislative action or proceeding is instituted threatened to be instituted) challenging anyeespf the Filing Matters as violative of any
Antitrust Law, each of the Shareholders and the @ shall cooperate with
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each other to contest and resist any such actipnogeeding, and to have vacated, lifted, reveosexerturned any decree, judgment,
injunction or other order (whether temporary, pratiary or permanent) that is in effect and thatriets, prevents or prohibits the exercise by
the Shareholders of the right to convert Prefe8txtk and continue to own the securities so redeiwethe exercise by Loral of its rights
with respect to the ownership and voting of Eq&@gcurities or any of the transactions contemplbyethis Agreement (any such decree,
judgment, injunction or other order is hereaftdened to as an "ORDER"), including, without lintitan, by pursuing all reasonable aven

of administrative and judicial appeal, providedtthathing contained in this Section 1.2(a) shaltbestrued to require any party hereto to
hold separate or divest any of their respectivetass businesses or agree to any substantivéctiestithereon or on the conduct thereof.
Each of the Company and Loral shall promptly infdha other party of any material communication res@ by such party from any
Antitrust Authority regarding any of the Filing Mats or any of the other transactions contemplagrdby. For the purposes of this
Agreement, the term "HSR CLEARANCE DATE" shall meha first date on which (x) any applicable waitpgriod under the HSR Act

with respect to the Filing Matters shall have eggior been terminated, (y) there shall not be pendhy Action commenced by any Antitrust
Authority relating to any of the Filing Matters any of the other transactions contemplated herty (z) there shall not be in effect any
Order.

(b) Notwithstanding the provisions of Section 1)Zbove, in the event that Loral delivers the HSiRi®¢ to the Company, the Company s
be entitled to postpone for a reasonable periddraf (but in no event later than 45 days), anpdilieferred to in Section 1.2(a)(i) above if
Company determines in its reasonable judgmentragdad faith that such filing would delay the ohtag of any approval from an Antitrust
Authority with respect to any announced or imminmiatterial acquisition or disposition which wouldjuére a filing by the Company under
the HSR Act. In the event of such postponemental sinall have the right to withdraw its HSR Notared may deliver any such HSR Notice
at any time thereafter.

1.3. Voting.

(a) General Voting Provisions. Prior to the HSRaEémce Date, no Stockholder shall have the righbtwert Preferred Stock into common
stock or the right to vote any Equity Securitieshwispect to the election of directors of the Camp Following the HSR Clearance Date,
each Stockholder shall have the right to vote dgify Securities to the extent permitted by thenethereof on any matters submitted to a
vote of the Shareholders of the Company, provitiatlfollowing the HSR Clearance Date any Stockhuodthall have the right to vote
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any Equity Securities to the extent permitted ®/tdrms thereof with respect to the election céatiors of the Company without restriction,
provided that, except as expressly provided iniSedt.7, in the event of an "election contest"gash term is used in Rule 14a-11 under the
Exchange Act) each Stockholder shall have the tigkbte in the election contest only (i) as recaenaed by the Board of Directors or
management of the Company or (ii) in the same ptap as the holders of Equity Securities (othantShareholders) vote their Securities.
On each matter with respect to which a Stockhdklentitled to vote pursuant to this Section la&hesuch Stockholder shall be present, in
person or represented by proxy, at all such stddienaneetings of the Company so that all Equityusities beneficially owned by it shall be
counted for the purpose of determining the presefeequorum at such meetings. For purposes ofShadion 1.3, all references to the term
"vote" shall include the execution and deliveryaal written consent with respect to the takingrof shareholder action in lieu of a meeting
of shareholders.

(b) Company Call. If, within one year following thiate hereof, the Shareholders vote against arly\E@aht Triggering Transaction (as
defined below), the Company shall have the right10 days following the date on which such votkékl, to purchase, and the Shareholders
shall be required to sell to the Company, all,fmttless than all, of the Equity Securities heldh®y Shareholders at a per share cash price
equal to the Call Event Trigger Price (as defineb). The Company may exercise such right by deiing to each Stockholder, within such
10-day period, a written notice stating that thenpany has irrevocably agreed to purchase in cagbuilnot less than all) of the Equity
Securities held by the Shareholders at the CalhEVagger Price upon the terms and conditionsah in this Section 1.3(b). The closing
with respect to the purchase of Equity Securitieghe Company pursuant to this Section 1.3(b) ¢fabn a mutually determined closing ¢
which shall not be more than 15 days after the daterhich the Company's written notice referredliove is delivered to the Shareholders.
The closing shall be held at 10:00 A.M., local tiraethe principal office of the Company, or atlsather time or place as the parties mutt
agree. On such closing date, each Stockholder géliier (i) certificates representing the shafeBquity Securities being sold, free and cl
of any lien, claim or encumbrance, and (ii) sudtrimments of transfer and evidence of ownershipaaniority as the Company may
reasonably request. The purchase price shall loelyyaihe Company to each Stockholder by wire temsf immediately available funds no
later than 2:00 P.M. on the closing date to the@ant(s) designated by the Shareholders prior tb slasing date.

(c) Certain Definitions. For purposes of Sectiod, 1.



(i) the term "CALL EVENT TRIGGERING TRANSACTION" il mean a transaction between the Company, oontbhéhand, and any
Spinco Company (or any other Subsidiary of either€@ompany or a Spinco Company), on the other hiandlving (x) any merger,
consolidation, corporate reorganization or simitansaction involving the Company; or (y) any sédase, exchange, transfer or other
disposition, directly or indirectly, in a singleatrsaction or series of related transactions, afradubstantially all of the assets of the Company
or any of its Affiliates; provided that the termalCEvent Triggering Transaction" shall not inclugiey transaction involving any party which
is not a Spinco Company (or any other Subsidiamgithier the Company or a Spinco Company); and

(i) the term "CALL EVENT TRIGGER PRICE" shall medime sum of (x) $344,000,000.00, plus (y) all antewexpended by the
Shareholders following the date hereof in connacivith the acquisition of Equity Securities othleah acquisitions from another Stockhol
following the date hereof, minus (z) any net salexeeds received by the Shareholders followingl&tte hereof in connection with the sale
of Equity Securities (other than sales to anotheckholder) following the date hereof.

1.4. Loral Option.

(a) General Provisions Relating to Loral Optionwithin five years following the date hereof, adption Event Triggering Transaction (as
defined below) occurs, Loral shall have the rig¥ithin 90 days after the consummation of the Optwent Triggering Transaction, to
purchase, and the Company (for purposes of thisd®et.4, all references to the "COMPANY" shalldeemed to include the Surviving
Corporation (as defined below), shall be requiceddll to Loral, a number of shares of PreferreatiStvhich would cause Loral to own
Equity Securities with Voting Power equal to theget Percentage (as defined below) of the TotaingaPower immediately after giving
effect to the consummation of the Option Event eigng Transaction, at a per share cash price equlaé Option Event Trigger Price (as
defined below). Loral may exercise such right bingeing to the Company, within such 90-day periadyritten notice stating that Loral (or
any Subsidiary of Loral designated by Loral; forgmses of this Section 1.4, all references to "LQR#hall be deemed to include such
designated Subsidiary) has irrevocably agreed tohase in cash the number of shares of Preferak Specified in the preceding sentence,
at the Option Event Trigger Price, upon the termt @onditions set forth in this Section 1.4. Theselg with respect to the purchase of
Preferred Stock by the Company pursuant to thisi®et.4 shall be on a mutually determined closiate which shall not be more than 15
days after the date on which Loral's written notferred to above is delivered to
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the Company. The closing shall be held at 10:00 .Aldtal time, at the principal office of the Compaor at such other time or place as the
parties mutually agree. On such closing date, th@@any shall issue to Loral certificates represgntine shares of Preferred Stock being
sold, which shall be validly issued, fully paid amoh-assessable and free and clear of any lien, claiemoumbrance. The purchase price ¢
be paid by Loral to the Company by wire transfeinmediately available funds no later than 2:00 Pothe closing date to the account
designated in writing by the Company prior to saldsing date. For purposes of this Section 1.4,

(i) the term "OPTION EVENT TRIGGERING TRANSACTIONshall mean a transaction involving as parties, ajrathers, the Company or
any of its Affiliates (other than GTL and Globalgtan the one hand, and either GTL or Globalstaarny of their respective Subsidiaries, on
the other hand, involving either (x) a Call Evenig@ering Transaction (including, without limitatipa similar transaction involving the
merger, consolidation, reorganization, sale, leesehange, transfer or other disposition of abuistantially all of the assets, of Globalstar,
GTL or their respective Subsidiaries) or the litidn or (y) dissolution of the Company;

(i) the term "OPTION EVENT TRIGGER PRICE" shall arewith respect to an Option Event Trigger Trarieaabccurring (X) on or prior 1
the first anniversary hereof, a $6.00 per shark paschase price, subject to adjustment pursuathietprovisions of Section 1.4(b) hereof or
(y) after the first anniversary hereof but on dopto the fifth anniversary hereof, a per shaiegequal to 80% of the per share price of the
Company implicit in the Option Event Triggering Meaction;

(iii) the term "SURVIVING CORPORATION" shall meamy successor to the rights and obligations of tom@any as a result of or in
connection with any Option Event Triggering Trangat and

(iv) the term "TARGET PERCENTAGE" shall mean a meriage amount equal to the percentage of the Votalg Power represented by
the Equity Securities held by the Shareholders idiately prior to the closing of the Option Eventgbering Transaction; provided, howe\
that if there has occurred within the five daysceding such closing an event that diluted the \¢pEower of the Equity Securities held by
Shareholders, the Target Percentage shall be datsiras of the date five days prior to the clogihguch Option Event Triggering
Transaction.



(b) Adjustment of Loral Option Event Trigger Pridéhe Option Event Trigger Price shall be equitadiljusted from time to time after the c
hereof to take into account of any of the followegents: (i) if the Company shall pay a dividendrake any other distribution with respect
to any Equity Securities which is payable in therf@f Equity Securities or in the form of any otiesset (other than normal, periodic cash
dividends of the Company),

(i) if the Company shall subdivide its outstandowmmon stock, (iii) if the Company shall combitedutstanding common stock into a
smaller number of shares, (iv) if the Company sisalle any shares of its capital stock in a reifleason of the Common Stock (including
any such reclassification in connection with a meergonsolidation or other business combinatiomwlving the Company), or (v) in any other
similar transaction affecting the Company or thenber or value of the outstanding Equity Securitidee parties acknowledge and agree that
each such equitable adjustment shall preservedmlithe economic benefits of the Loral optionfeeth in Section 1.4(a) above.

1.5. Globalstar Warrant Put Option. In the everdrof of the following transactions (each such taatien, a "WARRANT TRIGGER
EVENT"):

(i) any merger, consolidation, corporate reorgaiopaor similar transaction involving Globalstar@fL;
(il) any sale, lease, exchange, transfer or ottsgrodition, directly or indirectly, of all or sulasttially all of the assets of Globalstar or GTL; or
(iii) any liquidation or dissolution of Globalstar GTL;

in which it is proposed that the Globalstar Warsdve converted into cash or the right to receiai car any other interest (or the right to
receive any other interest) in Globalstar othentb@mmon stock thereof the Shareholders shall tieveight (the "LIMITED WARRANT
PUT") to require the Company to purchase the GkibaWarrants for a price equal to their OptiorviRrge Value (as defined below). The
Shareholders may exercise the Limited Warrant Putdbivering to the Company, at least 10 days pgndhe scheduled closing of the
Warrant Trigger Event, a notice to such effect agganied by appropriate documentation or certife@eadencing the Globalstar Warrants.
The Option Privilege Price shall be payable byG@oepany 10 days after the determination thereofugesl herein, the term "OPTION
PRIVILEGE PRICE" means the greater of

(x) the consideration payable in respect of theb@lstar Warrants in the Warrant Trigger Event gndhe hypothetical fair market value that
would be assigned to the Globalstar Warrants atléite of the



Warrant Trigger Event assuming (1) that no Warflaigger Event were to occur then or at any timeptd the expiration of the Globalstar
Warrants, (2) that the Globalstar Warrants wouldai outstanding until such expiration in accordawith their terms, exercisable for shi
of or interests in the issuer thereof, and (3) sah issuer would remain a public company durighgeriod. The Option Privilege Price
shall be determined by an investment banking fifmational standing selected by agreement of tha@amy and the Shareholders or, failing
such agreement, by agreement of Bear Stearns €aarid Lehman Brothers. Such investment banking $inall, in determining the Option
Privilege Price, give full effect to (i) the sprebétween the exercise price and the fair marketevaf the securities into which the Globalstar
Warrants are exercisable and (ii) the value of'tmion privilege" in the Globalstar Warrants (tlgtthe value of the right, without risking
any capital, to speculate on and benefit from appt®n in the underlying securities).

1.6. Required Sales by Shareholders.

(a) Immediately following any repurchase by the @amy of any of its outstanding Equity Securitiedahtrepurchase has the effect of
increasing the Total Voting Power of all Sharehodde an amount in excess of 20% of Total Votingv®o(a "REPURCHASE EVENT"), tt
Company shall give written notice (the "REPURCHAB¥ENT NOTICE") thereof to each Stockholder. The Rephase Event Notice shall
set forth in reasonable detail the transactionsltiag in the Repurchase Event, specify the RepaseltPrice (as defined in Section 1.6(c)
hereof) and set a date (the "REPURCHASE DATE"}Herrepurchase by the Company of the Adjustmenti8ixs (as defined in Section
1.6(b) hereof) as contemplated by Section 1.6(ldfe The Repurchase Date shall be not soonerltharor later than 25 business days after
either (i) the date the Repurchase Event Notisel to the Stockholder or (ii) if the provisiorfsSection 1.6(d)(ii) hereof are applicable, the
Section 16(d) Date (as defined in Section 1.6(dh@reof).

(b) Subject to the provisions of Section 1.6(c) &tdhereof, on the Repurchase Date the Comparlmhahase from each Stockholder and
each Stockholder shall sell to the Company, a nurbghares of Equity Securities (the "ADJUSTMENEGJRITIES") held by the
Stockholder equal to the product of

(i) the aggregate number of shares of Equity Stdesrdf all Shareholders less the aggregate nuoflstrares of Equity Securities constituting
20% of the Total Voting Power, multiplied by (ihe& number of shares of Equity Securities held lkyStockholder divided by the number of
shares of Equity Securities held by all SharehasldEne closing with respect to the purchase of stipent Securities shall be held on the
Repurchase Date at 10:00 a.m. local time at theipal office of the Company, or at such other pland time as the parties mutually

10



agree. On the Repurchase Date each Stockholder ¢bidin an Electing Stockholder (as defined iniSect.6(d) hereof)) shall deliver (i)
certificates representing the Adjustment Securfties and clear of any lien, claim or encumbra@aecd, (ii) such instruments of transfer and
evidence of ownership and authority as the Compaay reasonably request. The Company shall payutehpse price to the Stockholder
wire transfer of immediately available funds netahan 2:00 p.m. on the Repurchase Date to aruatdesignated by the Stockholder prior
to the Repurchase Date.

(c) The per share repurchase price of the Adjusti@eanurities (the "TREPURCHASE PRICE") shall be étushe per share price paid by the
Company in respect of the repurchase of Equity S@esiresulting in the Repurchase Event; providedt if after the immediately preceding
Repurchase Event (or if none, the date of this Agrent) (the "PRIOR REPURCHASE EVENT") the Compaay repurchased Equity
Securities at different prices, then the Repurclfagm shall be equal to the highest per share paid by the Company to repurchase Equity
Securities after the Prior Repurchase Event (ek@usf repurchases after which the StockholdertiTdoting Power was less than or equal
to 20%); provided, however, that if pursuant to pineceding provisions of this Section 1.6(c) th@tehase Price would be less than the
Initial Purchase Price (as defined below), thernegiockholder may elect to sell the Adjustment $&#ea in accordance with the provisions
of Section 1.6(d) hereof in lieu of selling the Aslfment Securities to the Company by giving writtetice to the Company (the "MARKET
SALE NOTICE"), within 10 business days after ret@ipthe Repurchase Event Notice, that the Stoddrahas elected to sell the Adjustrr
Securities pursuant to the provisions of

Section 1.6(d) hereof. For purposes of this Agrednthe "INITIAL PURCHASE PRICE" means the pricaghby the Stockholder (or its
Affiliate) for the Adjustment Securities, increasatthe rate of 10% per annum, compounded anndadiy, the date of the acquisition thereof
through the date of the Repurchase Event Notid®iitg understood that to the extent the Adjustreurities include Equity Securities
acquired by the Stockholder (or its Affiliate) onlefore the Distribution Date (as defined in thetfibution Agreement), then (i) the Initial
Purchase Price therefor shall be equal to $344amidivided by the number of shares of Equity Skiasrbeneficially owned by the
Shareholders immediately after the Distributiorb{eat to adjustment to reflect (1) the 10% annaahpound rate of increase, (2) any of the
events contemplated by Section 1.4(b) hereof, @pdr{y stock splits, reverse stock splits, stosiddinds or other similar events), and (i) the
date of acquisition thereof shall be the DistribatDate.

(d) If a Stockholder delivers the Market Sale Netio the Company in the time required by Secti@(c).hereof (the "ELECTING
STOCKHOLDER"), then the Electing Stockholder maly se
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its Adjustment Securities to any one or more tpiatties not Affiliates of the Shareholders; prodgdthat such sale of Adjustment Securities
shall be completed on or before the date thatddater of (i) the six-month anniversary of the Reghase Event Notice (the "FIRST DATE"),
(i) the earliest date after the First Date on vahidjustment Securities can be sold by the Elec8tagkholder without liability resulting
therefrom under Section 16(b) of the SecuritiesHange Act of 1934, as amended, and the rules guthteons promulgated thereunder (the
"SECTION 16(B) DATE"), (iii) provided the Electing§tockholder has requested in the Market Sale Nttieeegistration of the Adjustment
Securities pursuant to Article Il hereof, the sironth anniversary of the effective date of a regti&in statement filed with respect to the
Adjustment Securities under the Securities Act383, as amended, which registration statement diaafter it becomes effective been
interfered with by any stop order, injunction ohet order or requirement of the SEC or other gawemtal agency or court for any reason
other than a misrepresentation or omission by thetiig Stockholder and, as a result thereof, tdpigtment Securities cannot be distributed
in accordance with the plan of distribution, and firovided clause (iii) of this Section 1.6(dnist applicable, the earliest date after the
Repurchase Event Notice which is the end of a gediging which the Adjustment Securities could hagen sold pursuant to Rule 144 (or
any similar provision then in force).

(e) The Electing Stockholder may demand that Adjestt Securities be registered under the SecuAtiepursuant to Article Il hereof;
provided, that a registration of Adjustment Sedesipursuant to Article 1l hereof shall not begi)bject to the limitation set forth in Section
3.1(a) hereof on the minimum number of sharesahatbe registered pursuant to Article 1, and

(i) counted as one of the five requests for regigin permitted under

Section 3.1(a) hereof.

(f) Except to the extent otherwise expressly predith this
Section 1.6, the provisions of this Agreement shallin any manner limit or otherwise restrict tights of an Electing Stockholder to trans
Adjustment Securities

1.7. Special Nominating and Voting Rights.

(a) Notwithstanding anything to the contrary coméal in this Agreement, from and after the seventtiversary of the date hereof, the
Shareholders shall have the right to nominate lest®n to the Board of Directors a Proportionatarber (as defined below) of nominees
("STOCKHOLDER NOMINEES") and to vote their Equitg&urities in favor of their election.

(b) With respect to each meeting of shareholdete@fCompany at which directors are to be electeidiwoccurs on or after the seventh
anniversary of the date hereof, the Company
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will give the Shareholders 30 days' prior writtestioe of the filing with the SEC of proxy materialgth respect thereto. On or before the 10th
day following receipt of such notice the Sharehddshall notify the Company if they intend to prepdstockholder Nominees and within 10
days thereafter shall supply the Company with theci&l Nominee Information (as defined below). Trmmpany will include the Special
Nominee Information in its proxy materials with pest to such meeting, and the Shareholders wilengage in any action otherwi

prohibited by Section 1.1(ii) or (v) with respectthe Stockholder Nominees or otherwise.

(c) In the event that, following any election ob&tholder Nominees to the Board of Directors arfdfeethe next meeting of shareholders at
which directors are elected, the size of the Badulirectors is increased so as to increase thpdetionate Number of directors, the
Company will use its best efforts to create addaicseats on the Board of Directors, offer the &halders the right to propose additional
Stockholder Nominees to fill such vacancies anditsdeest efforts to cause such vacancies to leel fily any such nominees so that the
Stockholder Nominees would constitute a ProporteiNumber of the enlarged Board.

(d) The Company will not propose, and will usebiest efforts to prevent, the adoption of any amesmrof any of the charter documents of
the Company that would adversely affect the rigithe Shareholders under this Agreement.

(e) As used in this Section 1.7, the following terame used as defined below:

"PROPORTIONATE NUMBER" means a nhumber of directorsiominees, as the case may be, rounded up teetirest whole number, that
would represent a proportion of the entire Boar®wéctors (after giving effect to the election@fectors or enlargement of the Board in
question) equal to the proportion of the Total YigtPower of the Company that is represented by/ttimg Power of the Equity Securities
beneficially owned by the Shareholders, providkds if the Proportionate Number (as calculated apawould otherwise be reduced if the
total number of members of the Board of Directoeseweduced by a single member, the Proportionatatiér will be calculated by roundi
down, rather than rounding up, to the nearest whoiaber.

"SPECIAL NOMINEE INFORMATION" means the informatiaas to each nominee for director required to blided in the Company's
proxy materials under the Exchange Act and thesralel regulations thereunder, and may includeed stdtement as to the qualifications of
the Stockholder Nominees and the Shareholdersimsder seeking their election to the board, ballsiot include any invidious comparisc
between the Stockholder Nominees and other nomioeesrector or any
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criticism of the other nominees for director orimfumbent management, its policies or the Compgrgrformance.
Il
TRANSFER RESTRICTIONS
2.1. Certain Transactions. Notwithstanding anyttdagtained in this Agreement to the contrary, aigtolder may without restriction:

(i) assign, pledge, mortgage, hypothecate, or wiiserencumber or transfer all or any of its Eq@gcurities in connection with any bona fide
financing arrangement entered into by such persatherwise in connection with any indebtednessimesuch Stockholder; provided that
in the event that the Stockholder in question défathe creditor's rights and obligations withpest to the voting and transfer of such Equity
Securities and the registration thereof shall leestime as the Stockholder in question had undgrtivisions of this Agreement and the
creditor in question shall be deemed to be a Stadk under this Agreement for such purposes;

(i) transfer any Equity Securities to another Staulder or any subsidiary or other Affiliate thef€provided that such subsidiary or Affiliate
agrees to be bound to the provisions of this Agegnupon which such subsidiary or Affiliate shal entitled to all rights and benefits, and
shall be subject to all obligations, of a Stockleoldnder this Agreement);

(iii) transfer any Equity Securities pursuant ty aagistered public offering in connection with thi@visions of Article 11l hereof or pursuant
to the provisions of Rule 144 (or any similar psgion then in force) under the Securities Act predidhat such transfer under Rule 144 or
similar provision meets the volume restrictionsfeeth in Rule 144 as in effect on the date hereof;

(iv) transfer any Equity Securities pursuant to argrger, consolidation, corporate reorganizatiestructuring or any other similar transac
affecting the Company or pursuant to any involunteainsfer.

2.2. Rights Pursuant to a Tender Offer. Each Stalddn (any such Stockholder shall, for purposethiaf Section 2.2, be referred to as a
"TENDERING STOCKHOLDER") shall have the right tdlser exchange all its Equity Securities pursuanatender or exchange offer for
the Equity Securities
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(an "OFFER"). However, during the Term, prior telsisale or exchange, the Tendering Stockholdel gival the Company the opportunity
to purchase such Equity Securities in the followimgnner:

() The Tendering Stockholder shall give noticee(FRENDER NOTICE") to the Company in writing of itstention to sell or exchange
Equity Securities in response to an Offer no ltiian three calendar days prior to the latest timeuding any extensions) by which Equity
Securities must be tendered in order to be accqptestiant to such Offer, specifying the amount @iiiy Securities proposed to be tendered
by the Tendering Stockholder (the "TENDERED SHARESd the purchase price per share specified iDffex at the time of the Tender
Notice.

(i) If the Tender Notice is given, the Companylshave the right to purchase all, but not lessthl, of the Tendered Shares exercisable by
giving written notice (an "EXERCISE NOTICE") to tAHendering Stockholder at least two calendar daigs o the latest time after delivery
of the Tender Notice by which Equity Securities tstendered in order to be accepted pursuahet®ffer (including any extensions
thereof) and depositing in any escrow or similaamgement reasonably acceptable to the Tenderoaklstlder, a sum in cash sufficient to
purchase all Tendered Shares at the price theg offiered in the Offer, without regard to any psiwn thereof with respect to proration or
conditions to the offeror's obligation to purchablee delivery by the Company of an Exercise Natiod deposit of funds as provided above
will, except as provided below, constitute an iogeable agreement by the Company to purchase, antisthdering Stockholder to sell, the
Tendered Shares in accordance with the terms ®8#ction 2.2, whether or not the Offer or any ioteeder or exchange offer (a
"COMPETING TENDER OFFER") for Equity Securities theas outstanding during the Offer is consummated.

(iii) The purchase price to be paid by the Compfamany Equity Securities purchased by it pursaarthis Section 2.2 shall be the highest
price offered or paid in the Offer or in any CompgtTender Offer. For purposes hereof, the pri¢erefl or paid in a tender or exchange ¢
for Voting Shares shall be deemed to be the pffiegan or paid pursuant thereto, without regardng provisions thereof with respect to
proration or conditions to the offeror's obligatimnpurchase. If the purchase price per share fepéan the Offer includes any property other
than cash (the "OFFER NONCASH PROPERTY"), the paselprice per share at which the Company shalhtigee to purchase all, but n
less than all, of the Equity Securities specifiedhie Tender Notice shall be
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(y) the amount of cash per share, if any, specifieslich Offer (the "CASH PORTION"), plus (z) an@mt of cash per share equal to the
value of the Offer Noncash Property per share'(@#%SH VALUE OF OFFER NONCASH PROPERTY"), as detemetd in good faith by tF
mutual agreement of the parties hereto, or if gmtigs cannot agree, by an independent, natiorediggnized investment banking firm
selected by the Tendering Shareholders and reayomaieptable to the Company. If the Company egegcits right of first refusal by giving
an Exercise Notice, the closing of the purchash@®Equity Securities with respect to such righe tCLOSING") shall take place at 3:00
p.m., local time (or, if earlier, two hours befdhe latest time by which Equity Securities mustdralered in order to be accepted pursuant to
the Offer), on the last day on which Equity Sedesimust be tendered in order to be accepted murtmghe Offer (including any extensions
thereof) (the "LAST TENDER DATE"), and the Compashell pay the purchase price for the Equity Seiesripecified above. The
Tendering Stockholder shall be entitled to resdimd ender Notice at any time prior to the Last d@nDate by notice in writing to the
Company; provided that if on or before the LastdarDate, the Company publicly announces that trafiany has approved, proposed or
entered into an agreement with respect to (eitiaividually or together with any other personsgeapitalization, reorganization or business
combination with respect to the Company or allurstantially all of its assets, or a self-tenddéepfthe Tendering Stockholder shall be
entitled to rescind its Tender Notice by noticavititing to the Company at any time prior to the €ia on the Last Tender Date. If the
Tendering Stockholder rescinds its Tender Notiasyant to the immediately preceding sentence, tmap2ny's Exercise Notice with resp
to such Offer shall be deemed to be immediatelgindged and the Tendering Stockholder's disposiifdts Equity Securities in response to
the Offer with respect to which the Tender Notigedscinded or any other Offer shall again be stlbjeall of the provisions of this Section
2.2.

(iv) If the Company does not exercise its righfirst refusal set forth in this Section 2.2 withire time specified for such exercise by giving
an Exercise Notice, then the Tendering Stockhaitiafl be free to accept, for all its Equity Sedesit the Offer with respect to which the
Tender Notice was given or any Competing Tendeedfficluding any increases and extensions thereof)
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M.
REGISTRATION RIGHTS
3.1. Registration Upon Request.

(a) At any time commencing on the date hereof amdicuing thereafter, each Stockholder (any sudci®tolder, whether registering
securities pursuant to this Section 3.1 or Se@i@nshall be referred to as a "REGISTERING STOCKBER") shall have the right to ma
written demand upon the Company, on not more thanskeparate occasions (subject to the provisibtii®Section 3.1), to register under
the Securities Act, any common stock or other sgesiof the Company held by it (the securitiesjsabto such demand hereunder or subject
to the provisions of Section 3.2 being referrethteach case as the "SUBJECT SECURITIES"), anc€Ctirepany shall use its best efforts to
cause such securities to be registered under thaifes Act as soon as reasonably practicablesgo permit the sale thereof promptly;
provided that each such demand shall cover at{eadesser of (i) 10 million shares of Common 8tocPreferred Stock convertible into 10
million shares of Common Stock and (ii) shares hga market value of $150 million shares of Comr8tock (subject to adjustment for
stock splits, reverse stock splits, stock divideadd similar events after the date hereof). In eation therewith, the Company shall prepare,
and as soon as reasonably practicable but in nat &ater than 90 days of the receipt of the requiést on Form S-3 if permitted or otherwise
on the appropriate form, a registration statemadeuthe Securities Act to effect such registratimch registration shall be effected in
accordance with the intended method or methodsspbdition specified by the Registering Sharehadgrcluding, but not limited to, an
offering on a delayed or continuous basis purst@Rule 415 (or any successor rule to similar éffpromulgated under the Securities Act).
Each Registering Stockholder agrees to providswedh information and materials and to take all sactfon as may be reasonably required in
order to permit the Company to comply with all apgible requirements of the Securities Act and tBE @nd to obtain any desired
acceleration of the effective date of such rediistnastatement. If the offering to be registeretbibe underwritten, the managing underwriter
shall be selected by the Registering Shareholdetshall be reasonably satisfactory to the Comploywithstanding the foregoing, the
Company (i) shall not be obligated to prepare lerrfiore than one registration statement other thiapurposes of a stock option or other
employee benefit or similar plan during any twetaenth period, (ii) shall be entitled to postponedaeasonable period of time (but in no
event later than 60 days), the filing of any regisbn statement otherwise required to be prepanekfiled by the Company if (A) the
Company is, at such time, conducting or about talaot an underwritten public offering of securiteex is advised by its
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managing underwriter or underwriters in writing fwva copy to the Registering Shareholders), thet sdfifering would, in its or their opinion,
be materially adversely affected by the registratio requested, or (B) the Company determines ireésonable judgment and in good faith
that the registration and distribution of the Sab@ecurities would interfere with any announcedrminent material financing, acquisition,
disposition, corporate reorganization or other mialtéransaction of a similar type involving the i@pany. In the event of such postponement,
the Registering Shareholders shall have the raghtithdraw the request for registration by givingtten notice to the Company within 20
days after receipt of the notice of postponememd (& the event of such withdrawal, such requieall :ot be counted for purposes of
determining the number of registrations to whioh Registering Shareholders are entitled pursuahigdection 3.1).

(b) The Company shall not grant to any other hotdets securities, whether currently outstandingssued in the future, any incidental or
piggyback registration rights with respect to aegistration statement filed pursuant to a demagtration under this Section 3.1 and
without the prior consent of the Registering Shatddrs, the Company will not itself, and will nammit any other holder of its securities to,
participate in any offering made pursuant to a dedragistration under this Section 3.1. The Compaay grant to other holders of its
securities incidental or piggyback registratiorhtgyon a primary offering by the Company which moemore favorable to such holders than
the provisions set forth in Section 3.2 are toShareholders. If the Registering Shareholders casse the inclusion of offers and sales of
any other securities in a registration pursuarhi®

Section 3.1 and the underwriter(s) retained in eation with such registration subsequently adviseRegistering Shareholders that such
offering would be adversely affected by the inadmsof such other securities, the Registering Staddeins may in their sole discretion exclt
all or some of such securities from such regisirati

(c) Any registration requested by any Registeritackholder pursuant to this Section 3.1 shall reotlbemed to have been effected (and,
therefore, not requested for purposes of this 8e@&il), (i) unless it has become effective, {igfter it has become effective such registration
is interfered with by any stop order, injunctionadher order or requirement of the SEC or otheregomental agency or court for any reason
other than a misrepresentation or an omission &yRekgistering Shareholders and, as a result therepSubject Securities requested to be
registered cannot be completely distributed in ed&oce with the plan of distribution set forth e trelated registration statement or (iii) if
closing pursuant to the purchase agreement or wnitielg agreement entered into in connection withtsregistration does not occur. Any
registration effected pursuant to Section 3.2 ghatilbe deemed
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to have been requested by a Registering Stockhfddeurposes of this Section 3.1.

3.2. Incidental Registration Rights. If the Compamngposes to register any of its Equity Securitieder the Securities Act for its own accc
(other than (i) pursuant to Section 3.1 hereofsgicurities to be issued pursuant to a stock omiamther employee benefit or similar plan,
and

(iii) securities proposed to be issued in exchdobgsecurities or assets of, or in connection witmerger or consolidation with, another
corporation), the Company shall, as promptly astprable, give written notice to the Registeringa&holders of the Company's intention to
effect such registration. If, within 15 days afteceipt of such notice, a Registering Stockholdénsts a written request to the Company
specifying the amount of Equity Securities tharidposes to sell or otherwise dispose of in acame@avith this Section 3.2, the Company
shall use its best efforts to include the secwisigecified in the Registering Stockholder's regimesuch registration. If the offering pursuant
to such registration statement is to be made lirough underwriters, the managing underwriterdl sleachosen by the Company and shall
be reasonably satisfactory to the Registering $irdders and the Company, and the Registering Solaieds and such underwriter shall
execute an underwriting agreement in customary férthe managing underwriter reasonably determinagod faith and advises the
Registering Shareholders in writing that the inidadn the registration statement of all the Eq@scurities proposed to be included would
interfere with the successful marketing of the siies proposed to be registered, then the Compandythe Registering Shareholders shall
negotiate in good faith to agree upon an equitatljestment in the number or amount of securitiesagh to be included in such underwriting
(provided that in the event that the Company aedRbgistering Shareholders are unable to agreeapequitable adjustment in the number
or amount of securities of each to be includedichaunderwriting, then the number of securitiesoltithe Company and the Registering
Shareholders propose to register shall be reducethfa (based upon the respective market valueadf party's respective share of the total
number of securities proposed to be registeredyelistration effected under this Section 3.2 skdiéve the Company of its obligation to
effect any registration upon request under Se@itnlf the Registering Shareholders are permitbguhrticipate in a proposed offering
pursuant to this Section 3.2, the Company theneafsy determine either not to file a registratitatement relating thereto, or to withdraw
such registration statement, or otherwise not tsammate such offering, without any liability hander. Any underwriters participating in a
distribution of the Subject Securities pursuarBéations 3.1 and 3.2 hereof shall use all reasereffirts to effect as wide a distribution as is
reasonably practicable, and in no event shall algyaf Subject Securities be made knowingly to penson (including its Affiliates and any
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group in which that person or its Affiliates shial a member, or the Registering Shareholders arrterwriters know of the existence of
such a group or Affiliate) that, immediately priorgiving effect to any such sale, beneficially @drEquity Securities representing five
percent (5%) or more of the Total Voting Power. Registering Shareholders and the Company shaklluseasonable efforts to secure the
agreement of the underwriters, in connection with anderwritten offering of its Equity Securitiés,comply with the foregoing.

3.3. Registration Mechanics. (a) In connection waitly offering of Subject Securities registered pard to Section 3.1 or 3.2 herein, the
Company shall (i) furnish to the Registering Shatéérs such number of copies of any prospectusugiitey preliminary and summary
prospectuses) and conformed copies of the redatratatement (including amendments or supplentéetgto and, in each case, all exhibits)
and such other documents as any Registering Sttedmay reasonably request; (ii)(A) use its béfstres to register or qualify the Subject
Securities covered by such registration statemedéiusuch blue sky or other state securities lawsffer and sale as the Registering
Shareholders shall reasonably request and (B) &eepregistration or qualification in effect forlsmg as the registration statement remains
in effect; provided that the Company shall not bégated to qualify to do business as a foreigrpoation under the laws of any jurisdiction
in which it shall not then be qualified or to fé@y general consent to service of process in amgdjation in which such a consent has not
been previously filed or subject itself to taxatiarany jurisdiction wherein it would not otherwibe subject to tax but for the requirements of
this Section 3.3; (iii) use its best efforts to saall Subject Securities covered by such registratatement to be registered with or approved
by such other federal or state government agewciaathorities as may be necessary, in the opioi@ounsel to the Registering
Shareholders, to enable the Registering Sharetsolderonsummate the disposition of such Subjeaii@ess; (iv) notify the Registering
Shareholders any time when a prospectus relatergti is required to be delivered under the Seesariict upon discovery that, or upon the
happening of any event as a result of which, tlegpectus included in such registration statemerthen in effect, includes an untrue
statement of a material fact or omits to stateraagerial fact required to be stated therein or s&mgy to make the statements therein not
misleading, in the light of the circumstances unaleich they were made, and (subject to the godd t&termination of the Company's Bo

of Directors as to whether to permit sales undehsagistration statement), at the request of agid®ering Stockholder promptly prepare
and furnish to it a reasonable number of copies ipplement to or an amendment of such prospastosy be necessary so that, as
thereafter delivered to the purchasers of suchrigms) such prospectus shall not include an urstagement of a material fact or omit to state
a material fact required to be stated therein cesgary to make
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the statements therein not misleading, in lighthefcircumstances under which they were made;thgraiise use its best efforts to comply
with all applicable rules and regulations of theCSEvi) use its best efforts to list the Subject@#&ies covered by such registration statement
on the New York Stock Exchange or on any other Brgle on which the Subject Securities are therdlisteequired by the rules of any such
Exchange; (vii) use its best efforts to obtain aldaomfort” letter from the independent public agstants for the Company in customary
form and covering matters of the type customarilyered by such letters as may be reasonably remlibgtthe Registering Shareholders, in
the event of a registration effected pursuant wtiGe 3.1 hereof; (viii) execute and deliver aktruments and documents (including in an
underwritten offering an underwriting agreementurstomary form) and take such other actions anaiistich certificates and opinions as
the Registering Shareholders reasonably requestar to effect an underwritten public offeringda(ix) before filing any registration
statement or any amendment or supplement themedoas far in advance as is reasonably practichbigish to each Registering Stockholder
and its counsel copies of such documents. In cdiumewith any offering of Subject Securities registd pursuant to Section 3.1 or 3.2, the
Company shall (x) furnish to the underwriter, iffannlegended certificates representing ownershiheSubject Securities being sold in
such denominations as requested and (y) instryctransfer agent and registrar of the Subject Séesito release any stop transfer orders
with respect to such Subject Securities. Upon agystration becoming effective pursuant to Secldn the Company shall use its best eff

to keep such registration statement current fagréog of 60 days (or 90 days, if the Company igible to use a Form S-3, or successor form)
or such shorter period as shall be necessaryéactdfie distribution of the Subject Securities.

(a) Before filing with the SEC any registrationtstaent referred to herein or any amendments orleopgnts thereto, the Company shall
furnish to the Registering Shareholders or theipeetive counsel copies of all such documents [m&gto be filed, in order to give the
Registering Shareholders or their respective cdwusicient time to review such documents, andhsdecuments may thereafter be filed
subject to any timely and reasonable commentseoRégistering Shareholders or their respective sgluithe Company shall

(i) deliver promptly to the Registering Sharehotder their respective counsel copies of all writtemmunications between the Company
the SEC relating to the registration statement,(@pedvise the Registering Shareholders or trespective counsel promptly of, and provide
the Registering Shareholders or their respectivmsel with the opportunity to participate in (t@ thxtent reasonably practicable), all
telephonic and other non-written communicationsvieen the Company and the SEC relating to suchtratin statement. The Company
shall
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respond promptly to any comments from the SEC vafipect thereto, after consultation with the Registy Shareholders or their respective
counsel, and shall take such other actions as lsaaftasonably required in order to have each sgiktration statement declared effective
under the Securities Act as soon as reasonablyigahle following the date hereof.

(b) Each Registering Stockholder agrees that upoeipt of any notice from the Company of the happenf any event of the kind described
in subdivision (iv) of this Section 3.3, it will fthwith discontinue its disposition of Subject Seties pursuant to the registration statement
relating to such Subject Securities until its rpteif the copies of the supplemented or amendespprius contemplated by subdivision (iv
this

Section 3.3 and, if so directed by the Companyl,deliver to the Company all copies (other thampeement file copies) then in its possession
of the prospectus relating to such Subject Seesriturrent at the time of receipt of such notitanly Registering Stockholder's disposition of
Subject Securities is discontinued pursuant tddhegoing sentence unless the Company thereaftendx the effectiveness of the registra
statement to permit dispositions of Subject Seiesrivy the Registering Stockholder for an aggregh&® days (or 90 days, if the Compan
eligible to use a Form S-3, or successor form),thdreor not consecutive, the registration staterakall not be counted for purposes of
determining the number of registrations to whioh ftegistering Shareholders are entitled pursuasettion 3.1.

3.4. Expenses. The Registering Shareholders stnalhlbagent fees and commissions and underwritisgounts and commissions related to
Subject Securities being sold by the Registeringr&tmolders and the fees and disbursements ofutsseband accountants and the Company
to the extent permitted by applicable law shall phyees and disbursements of its counsel andwtaats in connection with any registrat
pursuant to this Article

[ll. All other fees and expenses in connection vaitly registration statement (including, withoutitetion, all registration and filing fees, all
printing costs, all fees and expenses of complwith securities or blue sky laws) shall to the extgermitted by applicable law (i) in the ci
of a registration pursuant to Section 3.1, be beueally by the Registering Shareholders and thagamy and (i) in the case of a registra
pursuant to

Section 3.2, be shared pro rata based upon theatasp market values of the securities to be sglthe Company, the Registering
Shareholders and any other holders participatirsgigh offering; provided that the Registering Shal@ers shall not be obligated to pay any
expenses relating to work that would otherwiservatired by the Company including, but to limitedttee preparation and filing of periodic
reports with the SEC.

3.5. Indemnification and Contribution. (a) In these of any offering registered pursuant to thischatll, the
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Company agrees to indemnify and hold each Regist&Stockholder, each underwriter, if any, of théjSat Securities under such registra
and each person who controls any of the foregoiitigimthe meaning of Section 15 of the Securities, And any officer, employee or part

of the foregoing, harmless against any and alelsslaims, damages, or liabilities (including mrable legal fees and other reasonable
expenses incurred in the investigation and defthreseof) to which they or any of them may becontgextt under the Securities Act or
otherwise (collectively "LOSSES"), insofar as angls Losses shall arise out of or shall be based (ipany untrue statement or alleged
untrue statement of a material fact contained énrégistration statement relating to the sale ohstubject Securities (as amended if the
Company shall have filed with the SEC any amendrieneof), or the omission or alleged omissiontédestherein a material fact required to
be stated therein or necessary to make the statememein not misleading or

(i) any untrue statement or alleged untrue stateéroba material fact contained in the prospectlating to the sale of such Subject Securities
(as amended or supplemented if the Company shadl filad with the SEC any amendment thereof or fmpnt thereto), or the omission or
alleged omission to state therein a material facessary in order to make the statements therelight of the circumstances under which
they were made, not misleading; provided that tldennification contained in this Section 3.5 shall apply to such Losses which shall a
primarily out of or shall be based primarily uparyauch untrue statement or alleged untrue statereany such omission or alleged
omission, which shall have been made in relian@mwgnd in conformity with information furnishedwriting to the Company by the
Registering Shareholders or any such underwriteth@ case may be, specifically for use in connratiith the preparation of the registration
statement or prospectus contained in the registratiatement or any such amendment thereof or esugpit therein.

(@) In the case of each offering registered pursteathis Article 11, the Registering Shareholdarsd each underwriter, if any, participating
therein shall agree, substantially in the same m@aand to the same extent as set forth in the gireggparagraph, severally to indemnify and
hold harmless the Company and each person, ifveimy,controls the Company within the meaning of Bect5 of the Securities Act, and t
directors and executive officers of the Companyhwespect to any statement in or omission fronhsagistration statement or prospectus
contained in such registration statement (as anteadas supplemented, if amended or supplementatbessaid) if such statement or
omission shall have been made in reliance uporiracdnformity with information furnished in writingp the Company by the Registering
Shareholders or such underwriter, as the case magplecifically for use in connection with the megtion of such registration statement or
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prospectus contained in such registration stateoregmy such amendment thereof or supplement theret

(b) Each party indemnified under this Section 3ialls promptly after receipt of notice of the commmement of any claim ("CLAIM") against
such indemnified party in respect of which indemmitay be sought hereunder, notify the indemnifypagty in writing of the commencement
thereof. The failure of any indemnified party torguify an indemnifying party shall not relieve timelemnifying party from any liability in
respect of such Claim which it may have to suckemdified party on account of the indemnity contdiirethis Section 3.5, unless (and only
in the event) the indemnifying party was materigligjudiced by such failure, and in no event séiath failure relieve the indemnifying party
from any other liability which it may have to suicldemnified party. In case any Claim in respeatvbfch indemnification may be sought
hereunder shall be brought against any indemnfatlyy and it shall notify an indemnifying partytbe commencement thereof, the
indemnifying party shall be entitled to particip#iterein and, to the extent that it may desiratjpiwith any other indemnifying party
similarly notified, to assume the defense therbofugh counsel reasonably satisfactory to the imiéed party by notifying the indemnified
party in writing of such election within 10 dayseafreceipt of the indemnified party's initial regtiof the Claim, and after such notice from
indemnifying party to such indemnified party of @&ction so to assume the defense thereof, tlarinidying party shall not be liable to such
indemnified party under this Section 3.5 for anyaleor other expenses subsequently incurred by isdemnified party in connection with
the defense thereof, other than reasonable cogtseaxdtigation (unless such indemnified party reasdy objects to such assumption on the
grounds that there may be defenses availableathigh are different from or in addition to thoseadable to such indemnifying party in whi
event the indemnified party shall be reimbursedhayindemnifying party for the reasonable expemsasred in connection with retaining
separate legal counsel). If the indemnifying pargertakes to defend against such Claim within dlcHay period, the indemnifying party
shall control the investigation, defense and sattiet thereof; provided that (i) the indemnifyingtyashall use its reasonable efforts to defend
and protect the interests of the indemnified paiith respect to such Claim, (ii) the indemnifiedtgaprior to or during the period in which
the indemnifying party assumes control of such emathay take such reasonable actions as the inflechparty deems necessary to preserve
any and all rights with respect to such matterhaut such actions being construed as a waivereointthemnified party's rights to defense and
indemnification pursuant to this Agreement, anil {iie indemnifying party shall not, without theqrwritten consent of the indemnified
party, consent to any settlement which (A) impaa®gLiabilities on the indemnified party (other thtnose
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Liabilities which the indemnifying party agreespimmptly pay or discharge), and (B) with respecig non-monetary provision of such
settlement, would be likely, in the indemnified fyar reasonable judgment, to have an adverse effettie business operations, assets,
properties or prospects of any Stockholder (inethent that a Registering Stockholder or any offfgiates is the indemnified party), or the
Company (in the event that the Company is an indéedrparty), or such indemnified party. If the amnifying party does not undertake
within such 10-day period to defend against suain@lthen the indemnifying party shall have théntig participate in any such defense at
its sole cost and expense, but the indemnified/dnall control the investigation, defense andesetent thereof (provided that the
indemnified party may not settle any such Clainhaitt obtaining the prior written consent of thednthifying party (which consent shall not
be unreasonably withheld by the indemnifying papiyvided that in the event that the indemnifyiragtp is in material breach at such time
the provisions of this Section 3.5, then the indifiech party shall not be obligated to obtain suciopwritten consent of the indemnifying
party) at the reasonable cost and expense of tlearinifying party (which shall be paid by the indefying party promptly upon presentation
by the indemnified party of invoices or other do@mtation evidencing the amounts to be indemnifigdxddition to the foregoing, no
indemnifying party shall, without the prior writt@onsent of the indemnified party, effect any setént of any pending or threatened
proceeding in respect of which the indemnified ypaduld have been a party and indemnity could teen sought hereunder by such
indemnified party, unless such settlement incluatesnconditional release of such indemnified padyn all liability arising out of such
claim or proceeding.

(c) If the indemnification provided for in this Sem 3.5 is unavailable to an indemnified partyisoinsufficient to hold such indemnified pa
harmless from any Losses in respect of which thigtiBn 3.5 would otherwise apply by its terms (otthan by reason of exceptions provided
herein), then each applicable indemnifying partyljeu of indemnifying such indemnified party, difgve a joint and several obligation to
contribute to the amount paid or payable by sudenmified party as a result of such Losses, in gucportion as is appropriate to reflect the
relative benefits received by and fault of the maéfying party, on the one hand, and such inderadifiarty, on the other hand, in connection
with the offering to which such contribution relat@s well as any other relevant equitable condidersa The relative benefit shall be
determined by reference to, among other thingsatheunt of proceeds received by each party fronotfezing to which such contribution
relates. The relative fault shall be determineddfgrence to, among other things, each party'svelanowledge and access to information
concerning the matter with respect to which thétlaas asserted, and the opportunity to correctpmadent any statement or omission.
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The amount paid or payable by a party as a refaltp Losses shall be deemed to include any legaiher fees or expenses incurred by ¢
party in connection with any investigation or predmg, to the extent such party would have beeermndfied for such expenses if the
indemnification provided for in this Section 3.5swavailable to such party.

(d) The parties hereto agree that it would notuse¢ §4nd equitable if contribution pursuant to héxtion 3.5 were determined by pro rata
allocation or by any other method of allocationttth@es not take account of the equitable considermteferred to in the immediately
preceding paragraph. No person guilty of frauduteistrepresentation (within the meaning of Sectit(f)lof the Securities Act) shall be
entitled to contribution from any person who was guilty of such fraudulent misrepresentation.

3.6. Rule 144. The Company covenants that it \dlthe reports required to be filed by it undex Becurities Act and the Exchange Act and
the rules and regulations adopted by the Commighkiereunder (or, if the Company is not requiretiléosuch reports, it will, upon the
request of any Stockholder, make publicly availaiteer information), and it will take such furthesstion as any Stockholder may reasonably
request, all to the extent required from time toetito enable such Stockholder to sell Subject Seuwithout registration under the
Securities Act within the limitation of the exemmis provided by (i) Rule 144 under the Securitie§ As such Rule may be amended from
time to time, or (ii) any similar rule or regulatidiereafter adopted by the Commission. Upon theestcpf any Stockholder, the Company
will deliver to such Stockholder a written staternas to whether it has complied with such requineisie

3.7. Holdback Agreement. The Company agrees tlaadtits Affiliates will not effect any sale, offéar sale, or grant any option to purchase
any shares of common stock (or securities converiitto or exchangeable or exercisable for comntock$ (collectively, "SALES") during
the 10-day period prior to, and the 90-day permds(ich longer period, not to exceed 120 dayhastanaging underwriter(s) therefor
determines) beginning on the effective date ofgésteation statement filed pursuant to Sectionvthout the consent of such managing
underwriter(s). The Shareholders agree not to effieg Sales during the 10-day period prior to, tn@d90-day period (or such longer period,
not to exceed 120 days, as the managing underggjittrerefor determines) beginning on the effectiste of a registration statement relating
to a primary offering (other than one describedlauses (i), (ii) or

(iii) of the first sentence of Section 3.2 herewf)hout the consent of such managing underwritef(g)vided that this sentence shall be of no
force and effect if the Company effects a Sale or
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files any registration statement for the benefiao§ other party during such 120-day period.
V.
REPRESENTATIONS AND WARRANTIES
4.1. Representations and Warranties of the Compiarey Company hereby represents and warrants toatdloh Shareholders as follows:

(a) The execution, delivery and performance byGbepany of this Agreement and the consummatioheyCtompany of the transactions
contemplated by this Agreement are within its coapmpowers and have been duly authorized by alssary corporate action on its part.
This Agreement constitutes a legal, valid and igdigreement of the Company, enforceable agaiasttimpany in accordance with its
terms, (i) except as limited by applicable bankeypinsolvency, reorganization, moratorium or otbienilar laws now or hereafter in effect
relating to or affecting creditors' rights genegraihcluding the effect of statutory and other lawgarding fraudulent conveyances and
preferential transfers, and (ii) subject to theiitions imposed by general equitable principleg#rdless of whether such enforceability is
considered in a proceeding at law or in equity).

(b) The execution, delivery and performance of fgseement by the Company does not and will notremene or conflict with or constitute
a default under the Company's Memorandum of Astoniar Bye-laws or any of its material Contracts.

(c) Immediately after giving effect to both the Rasturing and the Distribution (including, withdiiritation, after giving effect to the
distribution of shares of Spinco Common Stock ®hblders of common stock of Loral and the holdésptions with respect to common
stock of Loral, who or which may be entitled toe®® shares of Spinco Common Stock pursuant to comnection with the Distribution
Agreement, the Merger Agreement or otherwise),

(i) the Company's authorized capital stock shafisist of 750,000,000 shares of Spinco Common Stts’,000,000 shares of Preferred S
and 750,000 shares of Series B Preferred Stockigbae $.01 per share (the "Series B PreferreckStoaf which 183,587,910 shares of
Spinco Common Stock and 45,896,978 shares of Peef&tock shall be issued and outstanding and a@slof Series B Preferred Stock
shall be issued and outstanding, (ii) Loral willthe record and beneficial owner of 45,896,978ehaf Preferred Stock, all of which will be
validly issued and fully paid and nonassessableadiraf which will be free of all Liens, (iii) exg# for the shares of Spinco Common Stock,
the
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shares of Preferred Stock and the Series B Pref&tack specified in clause
(i) above, there will be no other Equity Securitiasd (iv) the Wing Shareholders will hold, in #ggregate, at least twenty percent (20%) of
the Total Voting Power.

V.
TERM

5.1. Term. The term (the "TERM") of this Agreemshall commence on the date hereof and shall cantintil the earlier of (x) the date on
which the Voting Power of the Equity Securities,aofully diluted basis, beneficially owned by Logald its Affiliates shall represent less t
five percent (5%) of the Total Voting Power, (ygttenth anniversary of the date hereof, or (z) an@k of Control (as defined in Section 1.1
(c) above). Upon expiration of the Term, the priris of this Agreement shall terminate, and beoofurther force or effect, automatically
without any further action on the part of any pesthereto; provided that the provisions of Artidiesind VI shall continue without regard to
the term limitation set forth in this sentence;ypded further that no such termination shall redi@ny party of any liability to the other part
hereto, to the extent such liability is incurreépto the expiration of the Term.

VI.
MISCELLANEOUS

6.1. Certain Restrictions. The Company shall nic¢ tar recommend to its Shareholders any actiofyditeg any amendment of its
Memorandum of Association, Bye-laws or stockholdgints plan, if any, which would impose restrictsompplicable to Loral and not to other
securityholders generally based upon the size ddlLsecurity holdings, the business in which imgaged or other considerations applicable
to it and not to securityholders generally. In éiddi the Company shall not take or recommendst&htareholders any action, including any
amendment of its Certificate of Incorporation, Byvk or stockholder rights plan, if any, which wolikely adversely affect in any material
respect, either directly or indirectly, any of tlights or obligations of the Shareholders undempttorisions of this Agreement.

The Shareholders agree that the Company may adsipar@holders rights plan similar to the Sharehsldghts plan adopted by Loral except
that Loral (and its Affiliates and associates) khat be deemed to be an "ACQUIRING PERSON" unlasmsl and its Affiliates become the
beneficial owner of
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25% or more of the outstanding shares of commarksibthe Company.

6.2. Entire Agreement. This Agreement and the Restring Agreement (including the schedules andhitshand the agreements and other
documents referred to therein, including, withamnifation, the Tax Sharing Agreement and the TramsiServices Agreements) constitutes
the entire agreement among the parties with respebe subject matter hereof and supersedeshat prior negotiations, commitments,
agreements and understandings, both written aridbetaveen the parties or any of them with respathe subject matter hereof.

6.3. Fees and Expenses. Except as otherwise pobiidbis Agreement, all costs and expenses indliyethe Shareholders and the Comg
in connection with consummating such party's oliligres hereunder or otherwise shall be paid by #réypncurring such cost or expense.

6.4. Access to Information. During the Term, then(®any shall provide to each Stockholder reasoreditess to the books and records of the
Company and its subsidiaries during the regulaingss hours of the Company and such subsidianbswing the Company's receipt of a
written notice from such Stockholder requestinghsaccess; provided that the Company shall not dpeined to provide any confidential
information if the Company reasonably determines the providing of such information would result(k) a violation of applicable antitrust
laws or (y) create a substantial likelihood ofgngficant adverse effect on the Company; providedther, that the Stockholder shall keep
confidential any confidential information discloskedit except as required by law, service of prec@gerrogatories, or similar legal process,
and except for any such information which becomésigly available through no fault of the Stockheid

6.5. Governing Law. THIS AGREEMENT SHALL BE GOVERBEBY AND INTERPRETED AND ENFORCED IN ACCORDANCE
WITH THE SUBSTANTIVE LAWS OF THE STATE OF NEW YORKVITHOUT GIVING EFFECT TO THE CHOICE OF LAW
PRINCIPLES THEREOF (EXCEPT IN THOSE CIRCUMSTANCESHERE THE CORPORATE LAW OF THE COMPANY'S
JURISDICTION OF ORGANIZATION REQUIRES THE APPLICATIN OF THE LAW OF THE COMPANY'S JURISDICTION OF
ORGANIZATION WITH RESPECT TO A PARTICULAR MATTER).

6.6. Notices. All notices and other communicatibassunder shall be in writing and shall be deenteeihgupon (a) transmitter's confirmation
of a receipt of a facsimile transmission, (b) con&d delivery by a standard overnight carrier oewhelivered by hand or (c) the expiration
of five Business Days after the day when maileaéyified or registered mail, postage prepaid, eslsled at the following addresses (or at
such other address for a party as shall be spédifidike notice):
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(a) If to any of the Shareholders, to:

Loral Corporation c/o Lockheed Martin Corporatid30& Rockledge Drive Bethesda, MD 20817 Telephod@l) 897-6125 Telecopy No.:
(301) 897-6333 Attention: General Counsel

and to:

Skadden, Arps, Slate, Meagher & Flom 919 Third AxeNew York, New York 10022 Telephone: (212) 73®@0elecopy No.: (212) 735-
2000 Attention: Peter Allan Atkins, Esq.

Lou R. Kling, Esq.
and to:

O'Melveny & Myers
153 E. 53rd Street
New York, New York 10022
Telephone: (212) 326-2000
Telecopy No.: (212) 326-2160
Attention: C. Douglas Kranwinkle, Esq.
Jeffrey J. Rosen, Esq.

If to the Company, to:

Loral Space & Communications Corporation
600 Third Avenue
New York, New York
Telephone: (212) 697-1105
Telecopy No.: (212) 602-9805
Attention: General Counsel

with a copy to:

Willkie Farr & Gallagher
153 E. 53rd Street
New York, New York 10022
Telephone: (212) 821-8000
Telecopy No.: (212) 821-8111
Attention: Robert B. Hodes, Esq.
Bruce R. Kraus, Esq.

In addition to providing any notice required todieen by the Company pursuant to its Certificaténgbrporation in the manner specified
therein, the Company shall send to each
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Stockholder by telecopy in accordance with thisti®ad.6 a copy of each such notice.

6.7. Successors and Assigns; Reclassificationstiial Party Beneficiaries. This Agreement and &lhe provisions hereof shall be binding
upon and inure to the benefit of the parties aeil tiespective successors and permitted assighsgither this Agreement nor any of the
rights, interests or obligations hereunder shathésggned by any party hereto (whether by operatidaw or otherwise) without the prior
written consent of the other parties hereto (wltichsent may not be unreasonably withheld), ex¢egttany party shall have the right,
without the consent of any other party hereto s&ign all or a portion of its rights, interests adigations hereunder to one or more direct or
indirect subsidiaries, but no such assignment bfation shall relieve the assigning party fromriésponsibility therefor. In the event of any
recapitalization or reclassification of any Equiigcurities, or any merger, consolidation or othemgaction with like effect, the securities
issued in replacement or exchange for such Eqe@tpties shall be deemed Equity Securities hereurithis Agreement shall be binding
upon and inure solely to the benefit of each phereto, and nothing in this Agreement, expressptied, is intended to or shall confer upon
any other person any rights, benefits or remedi@®p nature whatsoever under or by reason ofAbieement; provided that the indemnif
parties referred to in

Section 3.5 hereof are intended to be third paetyeficiaries of the provisions of Section 3.5 hérand shall have the right to enforce such
provisions as if they were parties hereto.

6.8. Counterparts. This Agreement may be execatéda or more counterparts, each of which shati&emed an original, but all of which
together shall constitute one and the same instiime

6.9. Further Assurances. Each party hereto or pessbject hereto shall do and perform or cause tdme and performed all such further
acts and things and shall execute and deliveuahl sther agreements, certificates, instrumentsdasdments as any other party hereto or
person subject hereto may reasonably request ar twctarry out the intent and accomplish the psepaf this Agreement and the
consummation of the transactions contemplated lereb

6.10. Interpretation. The descriptive headingsiheage inserted for convenience of reference onty ae not intended to be part of or to
affect the meaning or interpretation of this Agrean Unless otherwise specified in this Agreemalhteferences in this Agreement to
"DAYS" shall be deemed to be references to caleddgs.
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6.11. Legal Enforceability. Any provision of thiggfeement which is prohibited or unenforceable iy janisdiction shall, as to such
jurisdiction, be ineffective to the extent of symohibition or unenforceability without affectinge validity or enforceability of the remainil
provisions hereof. Any such prohibition or unentability in any jurisdiction shall not invalidate @nder unenforceable such provision in
any other jurisdiction. If any provision of this Aggment is so broad as to be unenforceable, théspo shall be interpreted to be only so
broad as is enforceable.

6.12. Consent to Jurisdiction. Each of the patiE®to irrevocably and unconditionally (a) agrées all suits, actions or other legal
proceedings arising out of this Agreement or angheftransactions contemplated hereby (a "SUIT&)Idfe brought and adjudicated solely in
the United States District Court for the Distri€¢telaware, or, if such court will not accept juistion, in the Delaware Chancery Court or
any court of competent civil jurisdiction sitting New Castle County, Delaware, (b) submits to tve-exclusive jurisdiction of any such

court for the purpose of any such Suit and (c) esiand agrees not to assert by way of motion dafemse or otherwise in any such Suit, any
claims that it is not subject to the jurisdictiditiee above courts, that such Suit is brought imaonvenient forum or that the venue of such
Suit is improper. Each of the parties hereto alsevocably and unconditionally consents to theiseref any process, summons, pleadings,
notices or other papers in a manner permitted éydtice provisions of Section 6.6 hereof and agtleat any such form of service shall be
effective in connection with any such Suit; prowidbat nothing contained in this Section 6.12 shff#ict the right of any party to serve
process, pleadings, notices or other papers irodmer manner permitted by applicable Law.

6.13. Specific Performance. Each of the partiestbesicknowledges and agrees that in the eventydbrach of this Agreement, each non-
breaching party would be irreparably and immedyaltelrmed and could not be made whole by monetanadas. It is accordingly agreed
that the parties hereto (a) will waive, in any actfor specific performance, the defense of adegjofea remedy at law and (b) shall be
entitled, in addition to any other remedy to whibhy may be entitled at law or in equity, to comgaécific performance of this Agreement in
any action instituted in any court referred to acon 6.12 hereof.
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IN WITNESS WHEREOF, each of the parties has catisisdShareholders Agreement to be executed orefialbby its officers thereunto
duly authorized, all as of the day and year fitsiae written.

LORAL CORPORATION (to be
renamed Lockheed Martin
Tactical Systems, Inc.)

By: /s/ Stephen M Piper

Name: Stephen M Piper
Title: Vice President and
Assi stant Treasurer

LORAL SPACE & COMMUNICATIONS
LTD.

By: /s/ Eric J. Zahler

Name: Eric J. Zahler
Title: Vice President, General
Counsel & Secretary
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EXHIBIT 10.4
STOCKHOLDERS AGREEMENT
DATED AS OF APRIL 22, 1996
By and Among
LORAL SPACE & COMMUNICATIONS LTD.,
SS/L (BERMUDA) LTD.,
LEHMAN BROTHERS CAPITAL PARTNERS II, L.P.,

LEHMAN BROTHERS
MERCHANT BANKING PORTFOLIO PARTNERSHIP L.P.,

LEHMAN BROTHERS OFFSHORE INVESTMENT PARTNERSHIP L.P .,
and

LEHMAN BROTHERS OFFSHORE INVESTMENT
PARTNERSHIP-JAPAN L.P.
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STOCKHOLDERS AGREEMENT

STOCKHOLDERS AGREEMENT dated as of April 22, 1996dnd among SS/L (Bermuda) Ltd., a Bermuda comfamgether with its
successors, the "Company"), Loral Space & CommtinitaLtd., a Bermuda company (together with itscessors, "Loral Space"), Lehman
Brothers Capital Partners II, L.P. ("Capital Parstie Lehman Brothers Merchant Banking PortfoliotRership L.P. ("Merchant Banking"),
Lehman Brothers Offshore Investment Partnership ('®ffshore Investment") and Lehman Brothers Gdfghinvestment Partnership-Japan,
L.P. ("Offshore Japan”). Capital Partners, Merctganiking, Offshore Investment and Offshore Japarsametimes hereinafter referred to
collectively as the "Lehman Partnerships". Eacthefparties to this Agreement (including, with mspto its ownership of SS/L Common
Stock (as defined below), the Company) and anyrd®keson who shall become a party to or agree twhad by the terms of this Agreem
after the date hereof is sometimes hereinafternezi€o as a "Stockholder".

WITNESSETH:

WHEREAS, the parties hereto are parties to an Ages dated as of April 22, 1996 (the "Transactigme®ment") providing, among other
things, for the exchange by Loral Aerospace Holslingc. a Delaware corporation ("LAH"), of 731.8%ses of SS/L Common Stock held by
LAH for 731.85 shares of Series S Preferred Stasldgfined below) of the Company and for the exgbdry the Lehman Partnerships of
731.85 shares of Series S Redeemable Preferrekl &taé&\H owned by the Lehman Partnerships for 731sBares of Series S Preferred
Stock of the Company;

WHEREAS, as of the date hereof, the Company hdwéared capital stock consisting of 1,000,000 shafecCommon Stock, par value $.10
per share (the "Common Stock"), and 1,000 sharpsedérred stock, par value $.10 per share (theféifred Stock") (all shares of Common
Stock and Preferred Stock at any time issued b tmapany and any successor thereto being refesrad the "Shares");

WHEREAS, the parties hereto desire to restrictstile, assignment, transfer, encumbrance or othposition of the Shares and SS/L
Common Stock, including both issued and outstan8imgres and SS/L Common Stock as well as ShareS&thdCommon Stock which m
be issued hereafter, and to provide for certaintsignd obligations in respect thereto as here&npfovided.



NOW, THEREFORE, in consideration of the mutual ctargts and agreements contained herein, the phareso agree as follow
ARTICLE I.
DEFINITIONS
Section 1.1. Definitions. As used in this Agreemém following terms have the following meanings:
"Adverse Clearance Status" shall have the mearminfpgh in Section 2.10.

"Affiliate", as applied to any Person, shall meay ather Person directly or indirectly controllirgpntrolled by, or under common control
with, that Person. For the purposes of this dédinitcontrol” (including, with correlative meaninghe terms "controlling", "controlled by"
and "under common control with"), as applied to 8eyson, means the possession, directly or intlirexftthe power to direct or cause the

direction of the management and policies of thas&ewhether through the ownership of voting s¢i@s;i by contract or otherwise.

"Alternative Investment Bank" shall have the megrspt forth in
Section 2.9(c).

"Associated SS/L Shares" shall mean the shareStf Sommon Stock associated with shares of Serleeferred Stock, as set forth in
Schedule | to the Company's Bgws. For purposes of Section 5.7, "Associated S$rares" shall mean the shares of SS/L Common $iy
associated, during or subsequent to the Exchargyes@ction, with shares of the Series S PreferreckSas set forth in Schedule | to the
Company's By-aws, and (ii) associated, during or prior to thelange Transaction, with shares of LAH Seriese3dPred Stock, as set fo
in the Certificate of Designation of such Stock.

"August 1992 Exchange" shall mean the exchangeugjust 14, 1992 by the Lehman Partnerships of 6)0B0shares of the Common Stock
of Loral for 285,187.4 shares of the Class B Comi@totk of LAH.

"Business Day" means each day other than Satur8ayslays and days when commercial banks are azgldaio be closed for business in
New York, New York.

"Buyer's Notice" shall have the meaning set fontlSection 2.5 (c).

"Change of Control" shall mean the occurrence & @nmore of the following events: (A) with respaxiLoral Space, (i) a Person or group
(as that term is used in Section 13(d)(3)
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of the Exchange Act) of Persons shall have bectm®eneficial owner of securities of Loral Spaqaesenting a majority of the combined
voting power of the outstanding securities of L&phce ordinarily having the right to vote in tiecéion of directors or (ii) directors (other
than Continuing Directors) representing a Persogroup (as so defined) of Persons shall consti#utejority of the Board of Directors of
Loral Space or (iii) any sale, lease, exchangetwrdaransfer (in one transaction or a series lated transactions) of all, or substantially af
the assets of Loral Space to any Person or graupa(@efined) of Persons (other than any wholly-evBubsidiary of Loral Space); (B) with
respect to the Company or SS/L, as the case mdj) bePerson or group (as that term is used in

Section 13(d)(3) of the Exchange Act) of Persoitisgothan Loral Space in the case of the Compadytlam Company in the case of SS/L)
shall have the right to exercise a majority of ¢benbined voting power of the outstanding securitiethe Company or SS/L, as the case may
be, ordinarily having the right to vote in the @len of directors or (ii) directors representingarson or group (as so defined) of Persons
(other than Loral Space in the case of the Compauaythe Company in the case of SS/L) shall const@umajority of the Board of Directors
of the Company or SS/L, as the case may be; (@) wipect to Loral Space, the Company or SS/lheasdse may be, (i) any sale, lease,
exchange or other transfer (in one transactionsaris of related transactions) of all, or suligafiy all, of the assets of Loral Space, the
Company or SS/L, as the case may be, to any Persggnoup (as so defined) of Persons or (ii) theeaitalders of Loral Space, the Company
or SS/L, as the case may be, shall approve anyoplproposal for the liquidation or dissolutionlafral Space, the Company or SS/L, as the
case may be, or the liquidation, dissolution ordinig-up of Loral Space, the Company or SS/L shalbldered, (D) an event which
constitutes a "Change of Control" under the SPI3tolders Agreement as the same may be amendedifrm@rio time (provided that
references to Loral in the definition of "ChangeGamtrol" in the SP Stockholders Agreement shalli®emed, for purposes of this
Agreement, to refer to Loral Space), or (E) the @any shall cease to be a Subsidiary of Loral Space.

"Charter Documents" shall have the meaning seh farSection 5.1(a).
"Code" shall mean the Internal Revenue Code of 188&mended.
"Commission" shall mean the Securities and Exch&mamission.
"Common Stock" shall have the meaning set fortthénpreamble.

"Company" shall have the meaning set forth in teamble.



"Compelled Sale Transfer Notice" shall have the mmeaset forth in
Section 2.8(b).

"Compelled Sale Transfer Offer" shall have the nvegaset forth in
Section 2.8(a).

"Confidential Information” shall have the meanirg forth in Section 7.13.

"Continuing Directors" shall mean those Directofi$ oral Space as of the date hereof (the "CurreyarB8") or such Directors who are
recommended or endorsed for election to the BohRIrectors of Loral Space by a majority of the @t Board or their successors so
recommended or endorsed.

"ERISA" shall mean the Employee Retirement Incoraeusity Act of 1974, as amended.
"ERISA Stockholder" shall have the meaning setfamtSection 2.8(c).

"Exchange Act" shall mean the Securities Exchangteof 1934, as amended.
"Exchange Transaction" shall have the meaningos#t fn the Transaction Agreement.
"First Investment Bank" shall have the meaningaeh in Section 2.9(c).

"FOCI" shall have the meaning set forth in SecfatD.

"Funding Date" shall have the meaning set fortBeation 4.4(a).

"Initial Public Offering" shall mean, with respectany Person, the initial sale of equity secwsitig such Person pursuant to an effective
registration statement under the Securities Adtgiothan a registration statement on Form S-8hmratise relating to equity securities
issuable under any employee benefit plan of suckopg

"LAH Series S Preferred Stock" shall mean the Se8idRedeemable Preferred Stock of LAH, the ternvsha¢h are set forth in the Certifice
of Designation for such stock.

"LBH" shall mean Lehman Brothers Holdings Inc., @l@vare corporation, or any successor.

"LAC" shall mean Loral Aerospace Corp., a Delawagoration.



"LAH" shall have the meaning set forth in the préden

"Lehman Indemnitees" shall have the meaning sét farSection 5.7(a).

"Lehman Investor" shall mean each of the LehmaimBeships and its Permitted Transferees.
"Lehman Partnerships" shall have the meaning s#t fio the preamble.

“Loral" shall mean Loral Corporation, a New Yorkrporation.

"Loral Space" shall have the meaning set fortthangreamble.

"Material Action" shall have the meaning set fantSection 5.2.

"Material Action Put Notice" shall have the meangwgg forth in
Section 5.4.

"1992 Lehman Stockholders Agreement" shall mearstbekholders Agreement dated as of November 1R b9 and among LAH, LAC,
Loral and the Lehman Partnerships.

"Notice of Material Event" shall have the meanieg ferth in
Section 5.3.

"Notice of Proposed Action" shall have the mearsagforth in
Section 5.3.

"November 1992 Exchange" shall mean the exchandéomember 13, 1992 by the Lehman Partnerships 8f787.5 shares of the Class B
Common Stock of LAH for 627.3 shares of the LAHi8gIS Preferred Stock.

"Offer Price" shall have the meaning set forth éct®n 2.5(b).
"Offered Shares" shall have the meaning set fortBdction 2.5(b).

"Other Compelled Sale Notice" shall have the megsgt forth in
Section 2.9(g).

"Permitted Transferee" shall mean (i) in the cdsang Stockholder that is not an individual, anyfikdte thereof; and, in addition, (ii) in the
case of each Lehman Partnership, (A) LBH and ifgidtes and (B) the general or limited partnersoth Lehman Partnership in a
dissolution, winding up or termination of such parship; provided, that any such Transferee agreesiting that such Transferee shall be
bound
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by the terms of this Agreement in accordance weéittion 2.2 hereof.

"Person” shall mean an individual or a corporatfartnership, trust, or any other entity or orgatian, including a government or political
subdivision or an agency or instrumentality thereof

"Preferred Stock" shall have the meaning set forthe preamble.

"Proposed Purchaser" shall mean a Person or gifdeersons to which the Company or any of its PeetiiT ransferees proposes to Transfer
shares of SS/L Common Stock in accordance withiGe2t7(a).

"Public Offering" shall mean, with respect to then@pany or SS/L, any underwritten public offeringegfuity securities of the Company or
SSI/L, as the case may be, pursuant to an effesgistration statement under the Securities Act.

"Put Notice" shall have the meaning set forth iotlea 2.9(a).
"Put Option" shall have the meaning set forth iotiea 2.9(a).

"Qualified Third-Party" shall mean a Third Partyagle status as a holder of SS/L Common Stock orevacguisition of SS/L Common
Stock would not be expected, in the reasonablemugig of the Board of Directors of Loral Space afteconsultation with such Third Party
and the potential seller of Associated SS/L Sharasich Third Party and (i) if requested by sutlird Party, discussions with appropriate
representatives of the Department of Defense innglizoral Space, such Third Party and such potesgider, to cause or require the
Department of Defense to revoke SS/L's facilityacdaces in accordance with such Department's $gculés and regulations (as determined
by the Defense investigative Service).

"Reduced Transfer Price" shall have the meaninfpstt in Section 2.5(d).

"Reduced Transfer Price Notice" shall have the rmgpset forth in
Section 2.5(d).

"Relevant Time Period" shall have the meaning @¢hfin Section 2.5(d).
"Remaining Holders" shall have the meaning sehfortSection 2-9(g).
"Required SP Transfer" shall mean any sale of 8faimon Stock to a Strategic Participant requiredeuithe
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provisions of Section 2.6 or 2.7 of the SP Stocthrd Agreement as in effect on the date hereof.

"Rule 144 Open Market Transaction" shall mean, wégpect to Shares, any sale of Shares in an opgtetiransaction under Rule 144 of
the Securities Act (or any successor rule) if ssalle is in compliance with the requirements of sRale.

"Schedule | to the Company's By-Laws" shall meaneSale | to the Company's By-Laws setting forthtérens of the Series S, Preferred
Stock, a copy of which is attached as Exhibit Aeter

"Securities Act" shall mean the Securities Act 883, as amended.
"Sellers" shall have the meaning set forth in $&cf.5(b).
"Sellers' Notice" shall have the meaning set fortBection 2.5(b).

"Series S Preferred Stock" shall mean the SerirRedgemable Preferred Stock of the Company, thestefiwhich are set forth in Schedule |
to the Company's By-Laws.

"Shares" shall have the meaning set forth in tleamble.

"SP Stockholders Agreement” shall mean the StoddislAgreement dated as of April 22, 1991, as aeethgt Amendment No. 1 thereto
dated as of November 10, 1992, among Loral, LAHL28d the Strategic Participants, and by Amendr&nt2 thereto dated on or about
the date hereof and as the same may be furtherdeddrom time to time.

"Special Put Notice" shall have the meaning sehfor Section 2.10.

"SS/L" shall mean Space Systems/Loral, Inc., a®ata corporation, together with its successors.

"SS/L Appraised Value" shall have the meaning eghfin Section 2.9(b).

"SS/L Common Stock" shall mean the Common Stockyphie $0.10 per share, of SS/L.

"Stockholder" shall have the meaning set fortthim preamble.

"Strategic Participants” shall mean Aerospatialei®@e Nationale Industrielle, Alcatel Espace, AteAkeritalia
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& Selenia S.p.A., Deutsche Aerospace AG and a#offersons who become Strategic Participants uhdeé3P Stockholders Agreement,
their successors and duly permitted transfere&Sdf Common Stock under the SP Stockholders Agregnmeluding any SP U.S. Assignee
(as such term is defined in the SP Stockholdergément).

"Subsidiary" shall mean, with respect to any Persoly corporation or other entity of which a majpof the capital stock or other ownership
interests having ordinary voting power to electaarity of the board of directors or other perspasiorming similar functions are at the time
directly or indirectly owned by such Person.

"Tag-Along Notice" shall have the meaning, setHarnt Section 2.7(b).
"Tag-Along Stockholder" shall have the meaningfegh in Section 2.7(b).

"Tax" shall mean any net income, alternative, addainimum, gross income, gross receipts, sales,atsealorem, value added, transfer,
franchise, corporation, metropolitan and other roipail surcharge, profits, license, withholding encaints paid to or by any Person, payroll,
employment, excise, severance, stamp, occupatiemipm, property, environmental or windfall prafix, custom, duty or other tax,
governmental fee or other like assessment or lieege of any kind whatsoever, together with angregt or any penalty, addition to tax or
additional amount imposed by any governmental aithiesponsible for the imposition of any such (demestic or foreign).

"Taxing Authority" shall mean any governmental awity (whether domestic or foreign) responsibletfor imposition of Taxes, including,
without limitation, the United States internal Reue service, United States state and local taxitigoaities, and the taxing authorities of
Bermuda.

"Third Party" shall mean any prospective purcha$&hares that is not a Permitted Transferee abekBolder in an arm's length purchase
from such Stockholder.

"Transaction Agreement" shall have the meanindos#t in the preamble.
"Transfer" shall have the meaning set forth in Bac?.1.
"Transfer Closing Date" shall have the meaningah in Section 3.1.

"Transferee" shall have the meaning set forth ictiSe 2.1.



"Transferor" shall have the meaning set forth int®a 2.7(b).

"Unaffiliated Transaction, shall have the meaniagferth in
Section 4.4(b).

ARTICLE II.
RESTRICTIONS ON TRANSFERS

Section 2.1. Transfers in Accordance with this Agnent. No Stockholder shall, directly or indiredtignsfer, sell, assign, pledge,
hypothecate, encumber, or otherwise dispose oStiayes or shares of SS/L Common Stock to any Péasgrsuch act by a Stockholder
being referred to as a "Transfer" and any Persquniang Shares or shares of SS/L Common Stock fddtockholder and any subsequent
transferee of any such Person being referred #o"asansferee” of such Stockholder), except in diampe with the Securities Act, applical
state and foreign securities laws and this Agre¢npeavided that nothing in this Agreement shadilgbit any Required SP Transfer. Any
attempt to Transfer any Shares or shares of SSfn@m Stock not in compliance with this Agreemetmidlsbe null and void and the
Company shall not, and shall ensure that neithdr B& any transfer agent shall, register upodsks any Transfer of Shares or shares of
SS/L Common Stock, as the case may be, by a Stlskito any Person except a Transfer in accordatitbethis Agreement or a Required
SP Transfer.

Section 2.2. Agreement to be Bound. No Transf&tadres or shares of SS/L Common Stock (other thamsTers pursuant to a Public
Offering, pursuant to Rule 144 Open Market Trarisast to the Company, or a Required SP Transfel) bk effective unless (i) the
certificates representing such Shares or shar8Sf Common Stock issued to the Transferee shaiflthe legend provided in Section 2.3, if
required by such Section, (ii) the Transferee ¢if aiready a party hereto) shall have executeddatidered to each other party hereto, as a
condition precedent to such Transfer, an instruroeiristruments substantially in the form of ExhiBihereto or otherwise reasonably
satisfactory to such parties confirming that thariferee agrees to be bound by the terms of thisefgent and (iii) in the case of a Transfer
of SS/L Common Stock, the Transferee is a Qualifieold Party.

Section 2.3. Legend. A copy of this Agreement sbalfiled with the Secretary of the Company andShkeretary of SS/L and kept with the
records of each of the Company and SS/L. EacheoSthckholders hereby agrees that each outstanditificate representing Shares or
shares of SS/L Common Stock issued to any Stockhodahy certificate for Shares issued in
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exchange for any similarly legended certificateany certificate for SS/L Common Stock issued &t@ckholder in exchange for any
similarly legended certificate, shall, unless smlnisuant to a Public Offering or pursuant to a Rilé Open Market Transaction, bear a
legend reading substantially as follows:

THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NAIEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, AM MAY BE OFFERED AND SOLD ONLY IF SO RGISTERED OR AN EXEMPTION FROM REGISTRATION IS
AVAILABLE. THE SHARES REPRESENTED BY THIS CERTIFICPE ALSO ARE SUBJECT TO ADDITIONAL RESTRICTIONS ON
TRANSFER AS SET FORTH IN THE STOCKHOLDERS AGREEMEIDF SS/L (BERMUDA) LTD. DATED AS OF APRIL 22, 1996,
COPIES OF WHICH MAY BE OBTAINED FROM THE COMPANY. @ TRANSFER OF SUCH SHARES WILL BE MADE ON THE
BOOKS OF THE COMPANY UNLESS ACCOMPANIED BY EVIDENCEBF COMPLIANCE WITH THE TERMS OF SUCH
AGREEMENT.

Section 2.4. Certain Permitted Transfers. Nonéefrestrictions contained in this Agreement witkpet to Transfers of Shares or shares of
SS/L Common Stock (other than those set forth oti&e 2.3, if required by such Section and the meguent of compliance with applicable
law) shall apply to any Transfer:

(i) at any time, by any Stockholder to any of iegritted Transferees, except for any such Trarnk#grwould result in a requirement to
register the Shares or shares of SS/L Common Stog&r Section 12(g) of the Securities Exchangeofd934, as amended;

(i) at any time, by any Stockholder to the company
(iii) pursuant to a Public Offering;
(iv) pursuant to Rule 144 Open Market Transactfotiewing an Initial Public Offering; and

(v) at any time following an Initial Public Offerin of Shares or shares of SS/L Common Stock, asase may be, acquired in connection
with market-making, broker/dealer, investment bagkicapital markets or investment management &esvin the ordinary course of
business.

Section 2.5. Transfers by Lehman Investors to TRadies; Rights of First Offer. (a) The Lehmandstors may not Transfer shares of Series
S Preferred Stock, or cause the
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Company to Transfer Associated SS/L Shares, pri@dtober 23, 1993, except as otherwise permittesiyant to Section 2.4. Commencing
on October 23, 1993, the Lehman Investors may Teassbares of Series S Preferred Stock, or cags€ompany to Transfer Associated
SS/L Shares, to any Third Party, subject to theipians, first, of this Section 2.5 and secondh®extent applicable, of Section 2.12.

(b) Lehman Investors (the "Sellers") desiring tarisfer any shares of Series S Preferred Stock (@use the Company to Transfer any
underlying Associated SS/L Shares) then owned bl sehman Investors to any Third Party shall givéten notice (a "Sellers' Notice") to
Loral Space (i) stating that such Sellers desimaie such Transfer, and (i) setting forth the banof shares of Series S Preferred Stock (or
Associated SS/L Shares) proposed to be Transféogdther, the "Offered Shares") and the cash peéceshare that such Sellers propose to
be paid for such Offered Shares (the "Offer Prieaif) the other terms and conditions of such TranEfch Sellers' Notice shall constitute an
irrevocable offer by the Sellers to Loral Spac¢hef Offered Shares at the Offer Price in cash.

(c) Within 10 days after receipt of a Sellers' MetiLoral Space may elect to purchase all (butesstthan all) of the Offered Shares at the
Offer Price in cash by delivery of a notice (a "Bdg Notice") to the Sellers, with a copy to ther@any, stating (i) that Loral Space elects to
purchase all of the Offered Shares at the OffareFini cash, (ii) that such election is irrevocadnie (iii) the source of financing for such
purchase. Delivery of a Buyer's Notice shall cdaotgia contract among the Sellers and Loral Sparcé sale and purchase of the Offered
Shares at the Offer Price in cash and upon the aftygicable terms and conditions set forth in$ladlers' Notice.

(d) If Loral Space fails to elect to purchase &llhe Offered Shares within the time period spedifin Section 2.5(c), then the Sellers may,
within the Relevant Time Period (but subject, ia tase of any proposed Transfer of Associated Si&idtes, to Section 2.12), Transfer (or
enter into an agreement to Transfer) all or anyef@fl Shares to one or more Third Parties; provikdatlif the purchase price per share (the
"Reduced Transfer Price") to be paid by any sudhdTiParty for Offered Shares is less than 90% efGiffer Price, the Sellers shall promptly
provide written notice (the "Reduced Transfer PNagice") to Loral Space of such intended Trangfeecluding the material terms and
conditions thereof) and Loral Space shall haveitiig, exercisable by delivery of a written electiootice to the Sellers within five days of
receipt of such notice, to purchase such Offereat&hat the Reduced Transfer Price and otherwigecordance with the terms and
conditions of the intended Transfer to such Thiadty?
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"Relevant Time Period" shall mean (i) with respecBeries S Preferred Stock, a period of 120 dalj®iing the expiration of the time peri
specified in Section 2.5(c) and (ii) with respecfssociated SS/L Shares, a period of 120 dayshegj 45 days after the expiration of the
time period specified in Section 2.5(c).

(e) If Loral Space fails to elect to purchase ttiie@d Shares at the Offer Price (or, if applicaliie Reduced Transfer Price) in cash and the
Seller shall not have Transferred or entered intagreement to Transfer the Offered Shares to saysferee prior to the expiration of the
120 day period specified in Section 2.5(d), théatsgof first offer under this

Section 2.5 shall again apply, subject to the miowis of Section 2.5(f), in connection with any seduent Transfer or offer to Transfer shares
of Series S Preferred Stock (or Associated SS/lteShdy such Sellers or, in the case of Associ@@tl Shares, by the Company.

(f) If any Lehman Investor shall exercise its righnder this

Section 2.5 by delivery of a Seller's Notice, ndiran Investor shall be permitted to commence adufirst offer procedure under this
Section 2.5 until the expiration of one year frdm tater of the date of (x) such Seller's Notice @r) the applicable Reduced Transfer Price
Notice.

(9) Shares of Series S Preferred Stock (or Asseti@6/L Shares) held by Third Party Transferedwe(dhan the Strategic Participants) of
Offered Shares pursuant to this Section 2.5 sleadibject to the provisions of this Section 2.5,dlall not be subject to the provisions of
Section 2.8.

Section 2.6. Public Offering. The Company shall eff¢ct, and shall not permit SS/L to effect, amtdl Space shall not permit the Company
or SS/L to effect, any Public Offering unless tlodders of at least a majority of the shares of&&e8 Preferred Stock then held by the Lef
Partnerships shall have given their prior writtengent to such Public Offering.

Section 2.7. Tag-Along Rights. (a) Except for RegdiSP Transfers, the Company and its Permittedsfeeees may not Transfer shares of
SS/L Common Stock on or prior to October 23, 1998%reafter, if, at any time, the Company or anitoPermitted Transferees proposes to
Transfer shares of SS/L Common Stock to any PrapBsechaser in any transaction or series of relatedimilar transactions (other than (x)
sales pursuant to a Public Offering and

(y) Transfers to Permitted Transferees), the Comparany such Permitted Transferee shall afforcheddhe Lehman Investors the
opportunity to participate proportionately in sulfansfer in accordance with this Section 2.7.
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(b) Each Lehman Investor, with respect to propdgathsfers described in paragraph (a) above (ed@fagrAlong Stockholder"), shall have
the right to cause the Company to Transfer, as#éimee price and upon identical terms and conditisnsuch proposed Transfer, the numb
Associated SS/L Shares owned indirectly (by vidfiewnership of Series S Preferred Stock) by suafprAlong Stockholder equal to (x) the
total number of shares of SS/L Common Stock to tam3ferred multiplied by (y) a fraction, the nunteraf which is the total number of
Associated SS/L Shares then owned indirectly b Stag-Along Stockholder and the denominator of Whscthe total number of Associated
SS/L Shares then owned indirectly by the Lehmamestors plus the total number of shares of SS/L Com8tock then owned by the
Company and its Permitted Transferees.

At the time of any proposed Transfer to a Propdaatthaser, the Company or such Permitted Transfeeeh, a "Transferor") shall give
notice to each Tag-Along Stockholder of its rightell (the "Tag-Along Notice") which notice shialéntify the Proposed Purchaser and state
the number of shares of SS/L Common Stock proptsed Transferred, the proposed offering priceamgdother material terms and
conditions of the proposed Transfer. The Tag-Alblogice shall also contain a true and correct cdpgny offer to the Transferor by the
Proposed Purchaser to purchase such shares ofC88&imon Stock.

(c) Within 10 days after the date of delivery ofag-Along Notice, any of the Tag-Along Stockholderay elect to participate in such
Transfer pursuant to the terms and conditions ol Slag-Along Notice by delivery of a notice to fhnsferor. Each participating Tadeng
Stockholder shall not be required to make any spriations and warranties to any Person in cororeatith such Transfer except as to good
title of the Series S Preferred Stock applicablthéAssociated SS/L Shares to be Transferred sitalthe existence of such Tag-Along
Stockholder and the authority for and the vali@ihd binding effect of any agreements entered igptsuch Tag-Along Stockholder in
connection with such Transfer, and the Tag-AloracEholders shall not be required to provide angindities in connection with such
Transfer except for breach of such representatiodsvarranties. Upon consummation of any Trandféissociated SS/L Shares
contemplated by this Section 2.7, the Lehman Irregin whose behalf such Transfer is made shallatdb the Company the certificates
the shares of Series S Preferred Stock correspgmalithe Associated SS/L Shares Transferred agagétisery to such Lehman Investors of
the proceeds of any such Transfer in accordandeSdhedule | to the Company's By-Laws.

Section 2.8. Rights to Compel Sale. (a) If at amgeton or after October 23, 1993, the Company skabive a written offer from a Third
Party to acquire for cash all shares of SS/L Com@imck then held by the Company and its Permittesh§ferees (each, a "Compelled Sale
Transfer Offer"), the
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Company shall have the right, exercisable as s#t felow, but subject to

Section 2.8(c) hereof, to require each of the Lahinaestors to permit the Company to sell all Asater] SS/L Shares then held indirectly
(by virtue of their ownership of Series S Prefergdck) by such Lehman Investors to the Third Ramy the Lehman Investors shall permit
the Company to sell such Associated SS/L Shard¢keosame terms and conditions and for the samedmyation as the Company and its
Permitted Transferees sell its or their sharessE £ommon Stock; provided, that the per sharelmse price payable for Associated SS/L
Shares (except for the purchase price payableyirsale to a Strategic Participant pursuant to 8e@i7 of the SP Stockholders Agreement)
shall in no event be less than $116,667 (as adjusteeflect any stock dividend, stock split or #&mevent) compounded at a rate of 15% per
annum from August 14, 1992 (in the case of the gissed SS/L Shares underlying 627.3 shares of S&riereferred Stock) and from
December 18, 1992 (in the case of the Associatéd Sisares underlying 104.55 shares of Series SResf Stock) to and including the date
of purchase by such Third Party; and providedhfertthat no Lehman Investor shall be requiredetonit the Company to sell any Associc
SS/L Shares to any such Third Party if such Lehinaestor shall determine in good faith that sude sauld constitute a violation of
applicable law or regulation or otherwise subjemttsLehman Investor to any material liability.

(b) (i) The Company shall exercise its rights parguo Section 2.8(a) hereof by delivery of writtestice (the "Compelled Sale Transfer
Notice") to each Lehman Investor setting forth ¢besideration per share to be paid by the ThirdyRard attaching a copy of the Compel
Sale Transfer Offer.

(i) Promptly after the consummation of the sale&S&/L Common Stock (including Associated SS/L Séigpersuant to this

Section 2.8, Loral Space shall give notice thetedhe Lehman Investors and shall furnish suchrathiglence of the completion and time of
completion of such sale and the terms thereof asbreaeasonably requested by such Lehman Inves&lpmn consummation of any Transfer
of Associated SS/L Shares contemplated by this@e2t8, the Lehman Investors on whose behalf Juahsfer is made shall deliver to the
Company the certificates for the shares of Serieseferred Stock corresponding to the Associatdt SBares Transferred against deliver
such Lehman Investors of the proceeds of any sughsfer in accordance with Schedule | to the ComipaBy-Laws.

(c) Notwithstanding the foregoing provisions ofstidection 2.8, no Lehman Investor which is a tonster an employee benefit plan or whose
holding of Series S Preferred Stock or indirectira of Associated SS/L Shares constitutes plaetassibject to ERISA (an "ERISA
Stockholder") shall be obligated to permit the Campto sell any Associated SS/L Shares pursuahigd&ection 2.8 if such ERISA
Stockholder
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determines in good faith, upon advice of counsalt such sale could constitute a prohibited orrtyga-interest transaction or would
otherwise contravene ERISA and gives the Compatigenthereof within 20 days after receiving a CoflgzeSale Transfer Notice.
Notwithstanding the foregoing provisions of thisfen 2.8(c), such ERISA Stockholder shall, if regted by the Company, use reason
efforts to obtain an appropriate exemption from angh ERISA restriction, and the Company and siRISE Stockholder shall cooperate
with each other in seeking to obtain such exempfioovided that none of them shall be requiredat@tany action which it determines in
good faith to be contrary to its best intereste/ould otherwise require the incurrence of matdiadiility or expense.

Section 2.9. Put Option. (a) Commencing on thdegaof (i) a Change of Control, (ii) January 1, 89%ii) any election by any Strategic
Participant to exercise its rights under Sectiahd®.the SP Stockholders Agreement as in effe¢herdate hereof as a result of the acquis

by Lockheed Martin Corporation of Loral pursuanthe Agreement and Plan of Merger dated as of 3anyd 996 among Loral, Lockheed
Martin Corporation and LAC Acquisition Corporatidiny) any amendment of the SP Stockholders Agreehen results in an adverse effect
on the rights of the Lehman Investors that is dipprtionate to any adverse effect on the intem@fst®ral Space resulting therefrom and (v)
any event in which any Strategic Participant hasripht, under the SP Stockholders Agreement,esdame may be amended from time to
time, to cause SS/L or an Affiliate of SS/L to puamse the shares of SS/L Common Stock then helddiy Strategic Participant, the Lehman
Investors shall have the option, upon written reot@ Loral Space (a "Put Notice") to require Ldphce to purchase (the "Put Option") all
(but not less than all) of the shares of SeriesefeRed Stock then held by the Lehman Investoesmatrchase price per share in cash equal to
SS/L Appraised Value.

(b) SS/L Appraised Value shall mean the fair mavadtie, as of the date of the Put Notice, of thA £mmon Stock, which value shall be
determined as if SS/L and its interest in its Sdilasies were to be sold in their entirety with agenable amount of time available to negotiate
and consummate such sale; provided that such vatusttall exclude the effect of

(i) the event or action giving rise to the Put Neti(ii) payment by SS/L or its Subsidiaries of amnagement fees to Loral Space (or any of
its Affiliates) pursuant to the SP Stockholders égment or otherwise, (iii) any payment by SS/Lmoy af its Subsidiaries to Loral Space or
any of its Affiliates in respect of corporate oveald in excess of the amounts paid by SS/L to L$pake in accordance with Section 4.5(a) of
the SP Stockholders Agreement, (iv) any contingjiabtlities of SS/L or any Subsidiary of SS/L (detened in accordance with the Letter
Agreement dated October 23, 1990 among LAH, LAQL SiSoral and the Lehman Partnerships, as amen@edany payment by SS/L to
Loral pursuant to the
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final sentence of Section 3.2(b)(ii) of the SP Btmiders Agreement, (vi) any obligations of SS/ldenSection 2.7 of the SP Stockholders
Agreement and (vii) any restrictions, among othé&rds, on the transfer or voting of SS/L CommorcBteet forth in this Agreement or the
SP Stockholders Agreement.

SS/L Appraised Value shall be determined on théstzdhe accounting methods, practices and paliofeSS/L as in effect on October 23,
1990, except for any change after such date redjbiyeeason of a concurrent change in generallged accounting principles.

(c) Subject to the next succeeding sentence, Sgfiraised Value shall be determined jointly by LBHadSubsidiary of LBH and a nationa
recognized investment bank selected by Loral Spéttén two days of delivery of the Put Notice (tH&rst Investment Bank"). If LBH or
such Subsidiary of LBH and the First investmentIBEail to agree on an SS/L Appraised Value withthdhys of delivery of the Put Notice,
SS/L Appraised Value shall be determined by sudiomally recognized investment bank as the Lehnmaedtors and Loral Space shall se
jointly within 20 days of delivery of the Put No#i¢the "Alternative Investment Bank"), providedttB&/L Appraised Value as determined
the Alternative Investment Bank shall be not gretitan the highest SS/L Appraised Value determimetdBH or such Subsidiary of LBH
and not less than the lowest SS/L Appraised Vaéierchined by the First Investment Bank. Loral Spwd the Lehman Investors shall use
their best efforts to cause the determination df. 2®praised Value by the Alternative InvestmennBao be completed within 30 days of
delivery of the Put Notice.

(d) The Company shall cause SS/L to cooperate WBtH or such Subsidiary of LBH, the First Investm&atnk and any Alternative
Investment Bank in connection with the determimatid SS/L Appraised Value and to give LBH or sucio8diary of LBH, the First
Investment Bank and any Alternative Investment Bacdess to the books, records and personnel of @&flits Subsidiaries (including all
historical and projected financial and operatinfgrimation reasonably necessary to determine Apgdaisalue) and the Company shall pay
fees and expenses of LBH (or such Subsidiary)Fitet Investment Bank and any Alternative Investtigank incurred in connection with
the determination of SS/L Appraised Value.

(e) Within 5 days following a Change of Control,rabSpace shall provide a notice to each Lehmaestor stating:

(i) that a Change of Control has occurred andgbah Stockholder has the right to require Loralc8ga purchase such Stockholder's Seri
Preferred Stock at SS/L Appraised Value; and
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(i) the circumstance and relevant facts regardinch Change of Control (including information wigspect to pro forma historical income,
cash flow and capitalization of Loral Space, thenpany or SS/L, as the case may be, after giviregetb such Change of Control).

The Lehman Investors may elect to exercise thgitsi under this Section 2.9 by delivery of a Putiddoto Loral Space at any time following
a Change of Control or January 1, 1998, or themwenue of the events described in clauses

(iii), (iv) or (v) of Section 2.9(a) as the caseynre, provided that such right to deliver a Putidiin respect of a Change of Control shall
expire 60 days after receipt by the Lehman Investdnotice of such Change of Control pursuanhi® $ection 2.9(e).

(f) In addition to the right to require Loral Spaocepurchase all shares of Series S Preferred $heckheld by the Lehman Investors in
accordance with the terms of this Section 2.9 RheOption shall entitle the Lehman Investors tuiee Loral Space to purchase all other
securities and assets (other than cash) distriliatéee Lehman Investors in respect of the Assedi&S/L Shares held (indirectly) by the
Lehman Investors at the then fair market valueushsther securities or assets. The fair marketevaf securities of SS/L shall be determi
in accordance with the procedures set forth iniSest2.9(b), (c) and (d), and the fair market valilany other property or assets shall be
determined in accordance with the procedures st iio Sections 2.9(c) and (d).

(9) In the event that Loral Space does not consumtha purchase of the Lehman Investors' Seriggférfed Stock in accordance with this
Section 2.9 and Article Ill, the Lehman Investorayni) Transfer their Series S Preferred Stock (@gse the Company to transfer any
underlying Associated SS/L Shares) to one or mbiedTParties (or Qualified Third Parties, in theseaf any Transfer of Associated SS/L
Shares) without regard to any of the restrictiomstained in this Agreement with respect to TrarstdrSeries S Preferred Stock or (excep
the restrictions in Section 2.12) Associated SSiar8s and (ii) require each of the remaining Stoldédrs (the "Remaining Holders") to sell
(subject to Section 2.12) all shares of SS/L Com®tmtk then held by such Remaining Holders to Stiahd Party or Qualified Third Party,
as the case may be, and the Remaining Holderssalbdluch shares of SS/L Common Stock on the $ammes and conditions and for the
same consideration as the Lehman Investors sélighares of Series S Preferred Stock or the Cognghall sell the underlying Associated
SS/L Shares, as the case may be. The Lehman Investall exercise their rights pursuant to thisti®a.9(g)(ii) by delivery of written
notice (the "Other Compelled Sale Notice") to eReimaining Holder setting forth the considerationg®re to be paid by the Third Party or
Third Parties and attaching a copy of any writtéfieraeceived by the Lehman Investors in respecugh proposed sale. Promptly after the
consummation of the sale
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of the shares of SS/L Common Stock pursuant to3aigion 2.9(g)(ii), the Lehman Investors shalkgiotice thereof to the Remaining
Holders, shall remit to each of the Remaining Hddbe total sales price of the shares of SS/L Com8tock of such Remaining Holders
sold pursuant thereto, and shall furnish such aghiztence of the completion and time of completbsuch sale and the terms thereof as may
be reasonably requested by such Remaining HoldilbesLehman Investors acknowledge and agree thatriblets under this Section 2.9(g)
are their sole and exclusive rights, and that #t&fl not have any further or other rights or reiegdn the event that Loral Space does not
consummate the purchase of the Lehman Investatig'sS® Preferred Stock in accordance with thisiS8e@.9 and Acrticle III.

Section 2.10. Special Put Option. If (a) any ofitleman Investors, the Company, Loral Space or $&Jkives notification from a
representative of the Department of Defense orodingr U.S. government department, agency or auyhibkat the ownership of Shares by
or more of the Lehman Investors or the terms andgigions of this Agreement or the Charter Documéihtsauses the Company or SS/L tc
under impermissible foreign ownership, controlrdtuence within the meaning of Section 721 of Tilk of the Defense Production Act of
1950, as amended by Section 5021 of the OmnibudeTaad Competitiveness Act of 1988 ("FOCI") or ifixterially adversely affects the
ability of SS/L to maintain or obtain Departmentéfense or other U.S. government department, ggemauthority security clearances of
the level held by SS/L on the date hereof or wilaichnecessary or desirable for SS/L to performtard competitively on U.S. government
contracts and to participate in joint ventures fedno bid on or perform U.S. government contratth® type SS/L is eligible to bid on or
participate in, respectively, on the date hereon§ (@f the matters described in this clause

(i) being referred to as "Adverse Clearance Statasmd such FOCI or Adverse Clearance Statustismesult of a change in (A) the
ownership of LBH or the Lehman Investors from thenership thereof as it exists as of the date hd@ber than as a result of a public
offering of equity securities of LBH or any of idfiliates) or (B) applicable law, regulations addcrees as in effect as of the date hereof, the
Lehman Investors may at any time, upon deliverg afritten notice (a "Special Put Notice") to LoBdace, require Loral Space to purchase
such portion of the Series S Preferred Stock ttedd Iy the Lehman Investors required to eliminaiehd=OCI or Adverse Clearance Statu

a purchase price equal to the greater of (x) S$praised Value, as determined pursuant to the gues set forth in Section 2.9 (except
references to "Put Notice" in Section 2.9 shaldbemed to be references to "Special Put Notical)(@n$116,667 per share (as adjusted to
reflect any stock dividend, stock split or simiéaent) compounded at a rate of 15% per annum fragust 14, 1992 (in the case of the
Associated SS/L Shares underlying 627.3 sharesié<s$S Preferred Stock) and from
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December 18, 1992 (in the case of the Associatéd Sisares underlying 104.55 shares of Series SResf Stock) to and including the date
of purchase by Loral Space, provided, that priatetivery of any Special Put Notice the Lehman btees shall have complied with Section
4.3 hereof. The provisions of Section 2.9(f) shalbly to Loral Space upon the delivery of a SpeRi#lNotice to the same extent as they
apply upon the delivery of a Put Notice.

Section 2.11. Offering Memorandum. The Company edbperate (and will cause SS/L to cooperate) thighLehman Investors and make
available on a timely basis, subject to appropriatefidentiality agreements, such information asltehman Investors may reasonably
request to facilitate the Transfer of shares ofeSe® Preferred Stock or Associated SS/L Shardgbhgasase may be, to Third Parties pursuant
to Section 2.5 hereof, including, in the case of Gransfer of Series S Preferred Stock or Assodi&te/L Shares representing at least 5% of
the issued and outstanding shares of SS/L Comnauk Si) prompt preparation of an offering memonamdrelating to the shares of Series S
Preferred Stock or Associated SS/L Shares, asatbe may be, the Company and SS/L that containsisforination as is required by the
Securities Act and other applicable laws and subblrdnformation reasonably requested by the Lehimaestors, and (i) making available
any proposed purchaser of such Series S Prefetoe# 8r Associated SS/L Shares reasonable accesartagement of the Company, SS/L
and their Subsidiaries. The Company shall repremeshtwarrant to the selling Lehman Investors arndpamchaser of such shares of Series S
Preferred Stock or Associated SS/L Shares thahtbemation provided by the Company or SS/L in cection with such sale (including the
information in the offering memorandum) does nattam any untrue statement of a material fact oit torstate a material fact necessary in
order to make the statements therein, in lighhefdircumstances under which they were made, releading, and shall indemnify each of
the selling Lehman investors, the purchaser and tgresentatives and agents from and againstossy claim, damage, liability or expense
incurred by any of them as a result of any bredduch representation and warranty.

Section 2.12. SP Stockholders Agreement. (a) THerlam Investors acknowledge that Transfers by thagamy of SS/L Common Stock are
subject to the satisfaction of the provisions aftiea 2.6 of the SP Stockholders Agreement, as puatisions are in effect on the date her
and that all shares of SS/L Common Stock, includifthout limitation the Associated SS/L Shares,arbject to all provisions of the SP
Stockholders Agreement as in effect on the datedier

(b) In the event that the Lehman Investors elechitse the Company to Transfer Associated SS/LeShmamaccordance with the terms of this
Agreement, Loral Space and the Company agree ¢odhlaction necessary or appropriate
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(including, without limitation, delivery of requidenotices to the Strategic Participants) to peth@tCompany to sell Associated SS/L Shares
on behalf of the Lehman Investors (if the Lehmarekiors request that any such Shares be soldrar@gance with the terms of the SP
Stockholders Agreement.

ARTICLE III.
CLOSING

Section 3.1. Closing. In connection with any pusshar sale of Series S Preferred Stock or AssatB&L Shares pursuant to Article I
involving any Stockholders and Loral Space, theigsto such transaction shall mutually determiicéoaing date (the "Transfer Closing
Date") which, subject to any applicable regulatesjting periods and except as otherwise provideftitle 1, shall not be more than 15
days after the last notice is given with respeduch purchase or after the expiration of therasite period applicable to such purchase. The
closing shall be held at 10:00 a.m., local Limettom Transfer Closing Date at the principal offadfeghe Company, or at such other time or
place as the parties mutually agree.

Section 3.2. Deliveries at Closing; Method of Pagiref Purchase Price. On the Transfer Closing Desieh selling Stockholder shall deliver
(i) if shares of Series S Preferred Stock are tedbe, certificates representing such shares dé$& Preferred Stock being sold, free and

of any lien, claim or encumbrance, and (ii) if @sof Series S Preferred Stock or SS/L Common Stoeko be sold, such other documents,
including evidence of ownership and authority,lespurchasers may reasonably request. The purphaseshall be paid by wire transfer of
immediately available funds no later than 2:00 Poithe Transfer Closing Date.

ARTICLE IVv.

ADDITIONAL RIGHTS AND OBLIGATIONS
OF STOCKHOLDERS AND THE COMPANY

Section 4.1. Investment Banking Services. The Campagrees to retain or employ, and to cause eaith 8tibsidiaries (other than SS/L and
its Subsidiaries) to retain or employ, Lehman Beoshinc. or one of its Affiliates as exclusive fitéal advisor or investment banker in
connection with any financial, capital markets oguaisition or divestiture activities with respeatwhich the Company or any Subsidiary
(other than SS/L and its Subsidiaries) determinesthin or employ a financial advisor or investiriganker, in accordance with Lehman
Brothers Inc.'s or such Affiliate's customary comgetion and on other customary terms and condjtemiong
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as the Lehman Investors own Series S Preferre#t sépresenting 10% or more of the outstanding shaf&S/L Common Stock.

Section 4.2. Furnishing of Information. The Compagyees with each Lehman Partnership that forsp & such Lehman Partnership shall
hold any Shares the Company will cause SS/L toveleto each Lehman Partnership:

(a) within 45 days after the close of each quartaccounting period ending after the date heréefcbnsolidated balance sheet of SS/L as at
the end of such quarterly period and the relatedalidated statements of income, shareholderstyeguod cash flow for such quarterly per
and for the elapsed portion of the fiscal year endith the last day of such quarterly period, améach case setting forth comparative figures
for the related periods in the prior fiscal yedrpdwhich shall be certified by the chief finaatiofficer of SS/L to have been prepared in
accordance with generally accepted accounting ipiee (but not including footnotes), subject toryead audit adjustments;

(b) within 30 days after the close of each semiahaacounting period ending after the date hereoéport certified by an executive officel
SS/L setting forth in reasonable detail a desaiptf each cooperative or joint program with a eadluexcess of $5 million entered into by
SS/L or any Subsidiary of SS/L with Loral Spaceany Affiliate thereof;

(c) within 90 days after the close of each fisezryof SS/L, the consolidated balance sheet of 8Skf the end of such fiscal year and the
related consolidated statements of income, shatdet®lequity and cash flow for such fiscal yeagach case setting forth comparative
figures for the preceding fiscal year, and cedifisy independent certified public accountants obgmized national standing;

(d) no later than five days after transmissiongb&rcopies of all financial statements, proxyestatnts, notices and reports as SS/L shall senc
to its debt or equity holders and copies of alisggtion statements (without exhibits), other tlhanForm S-8 or any similar successor form,
and all reports which SS/L files with the Commissiand

(e) from time to time, such other information ocdments (financial or otherwise) with respect tdL.S&% any Stockholder may reasonably
request.

Section 4.3. Regulatory Compliance. (a) If anyhaf tircumstances described in Section 2.10 ocainald (X) cause the Company or SS/L
or their respective Subsidiaries to be under FQGYpresult in Adverse Clearance Status and s@@IFand Adverse Clearance Status, if
any, may be eliminated to the complete satisfaatfoall applicable U.S. government
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departments, agencies or authorities by the adoptiahe applicable Lehman Investors or the Bo&idiectors of the Company or SS/L, as
the case may be, of governance procedures or besotutions insulating the Company or SS/L, ascse may be, from impermissible
control or influence of either or both of Offshdreestment or Offshore Japan, then the Lehman toxesr the Board of Directors of the
Company or SS/L shall adopt such procedures ordb@aolutions, provided that such procedures armbard resolutions do not contravene
and are consistent with applicable law and, insthle reasonable judgment of the Lehman Investorsodl contravene and are consistent with
the agreements governing the Lehman Investorspeowided, further, that such procedures and/ordoasolutions, in the sole judgment of
the Lehman Investors, do not materially alter tbeegnance and other rights (whether exercisedtiiirecin accordance with such
procedures) of the Lehman Investors containeditnAreement and the Charter Documents and any atireements or documents relating
thereto.

(b) If such FOCI and Adverse Clearance Statusyf are not eliminated following compliance withrggraph (a) above, and such FOCI and
Adverse Clearance Status, if any, may be eliminbjed Transfer of Shares held by one or more Lehimagstors to other Lehman Investors,
the Lehman Investors shall use their reasonabteteffo effectuate such Transfer, provided thatsamgh Transfer shall not contravene, and is
made in compliance with, the agreements and inva#tiguidelines governing the applicable Lehman stws.

Section 4.4. Capital Contributions. (a) If the C@mp, Loral Space or any Affiliate (excluding SSdf)either intends to purchase (whether
pursuant to a rights offering or otherwise) anyiggsecurities of SS/L (or rights to acquire equdgcurities of SS/L or securities convertible
into or exchangeable for equity securities of SSh¢ Company or Loral Space shall provide writietice of such determination to the
Lehman Investors no later than the earlier ofh@ date that the Company, Loral Space or any stfidfates determines that it intends to
effect such a purchase and (ii) 5 days prior toetkected closing date of such purchase (whicttaasthall provide the Lehman Investors v
a description of all material terms of such tratisag shall indicate the expected closing datesfah transaction (the "Funding Date") and
shall be accompanied by copies of all documentattated to such transaction) and shall permiL#teman Investors to participate in such
transaction (through the purchase of additionateshaf Series S Preferred Stock) on the same tennaspro rata basis based on direct and
indirect (by virtue of ownership of Series S PreddrStock) percentage ownership interests in S®fa@on Stock then outstanding. The
Lehman Investors shall notify the Company no l#tan two days prior to the Funding Date of thekisien as to participation in the
transaction, which determination shall be bindind arevocable; provided that the Lehman Invesstial not be obligated to effect any such
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transaction if the actual terms of such transaddiffier in any material respect from those settfantthe notice relating thereto provided to
Lehman Investors pursuant to this section 4.4T(ag. Lehman Investors shall be notified promptlyhie event of any material change in the
terms of the proposed transaction from those s#t fo such notice, regardless of whether the Lehimaestors elect to participate in such
transaction. In the event of such a material chatigel. ehman Investors shall have an additionaldays to determine whether they desire to
participate (on the terms set forth in this

Section 4.4(a)) in the transaction (as so modifiad)l any closing of such transaction shall notiocatil the end of such two-day period. If
the Lehman Investors elect to participate in arghdransaction, they shall also be provided witpies of all drafts of documentation for st
transaction as promptly as is possible after swafislare prepared. In no event shall any of tHentan Investors be obligated to make any
capital contribution, extend any loan or make atmepfinancial accommodation to SS/L or any ofAffiliates except as otherwise
contemplated by Section 4 of the Transaction Agergm

(b) In the event that the Company, Loral SpacengrAdfiliate of either intends to purchase any egsiecurities of SS/L (or rights to acquire
equity securities of SS/L or securities convertibt® or exchangeable for equity securities of 3&bm SS/L (whether pursuant to a rights
offering or otherwise) and the Lehman Investorgadeine not to participate in such transaction, L®Ha Subsidiary of LBH) shall
determine (not less than two days prior to the Fum®ate for such transaction) in good faith (0@ Hasis of information then available to the
Lehman Partnerships) whether the terms of suclsaaion are materially less favorable to SS/L tbaud reasonably be expected to have
been obtained in a transaction (other than a rigtiésing) between SS/L and a Third Party whichas an Affiliate of the Company, Loral
Space or SS/L (an "Unaffiliated Transaction"). B (or such Subsidiary) determines in good faitht tihe proposed transaction includes
terms that are materially less favorable to SSAntbould reasonably be expected to have been eldtairan Unaffiliated Transaction, (i)
LBH shall so notify the Company in writing, (ii) kal Space, the Company and the Lehman Investotiscstuse the SS/L Appraised Value of
the securities to be issued to the Company or L$palke (or the relevant Affiliate) to be determimsdpromptly as is practicable, (iii) Loral
Space and the Company shall cause the closingcbfoposed transaction to be delayed until su¢h Bfpraised Value is determined and
(iv) Loral Space and the Company shall permit sughsaction to be effected only if it is structuieca manner such that the securities to be
purchased in such transaction are purchased ateagirleast equal to their SS/L Appraised Valueyjgled that if the Board of Directors of
Loral Space certifies in writing to the Lehman Rarships that (A) delay in effecting the proposedisaction until SS/L Appraised Value
may be determined would have a material advergetefih SS/L's business and (B) SS/L is
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prohibited under loan documents then in effect flmmrowing any portion of the funds which wouldfrevided in the proposed transaction,
the proposed transaction may be effected pridneadetermination of SS/L Appraised Value; provifieather that the entity purchasing
securities in such transaction shall pay to SS/hrapunt equal to the excess of SS/L Appraised Vaee the original purchase price
promptly, but in no event more than five days, rafte determination of SS/L Appraised Value. SSfipfaised Value shall be determined in
accordance with the procedures set forth in Se@i®nprovided that the references to "Put NotineSection 2.9 shall be deemed to refer to
the written notice specified in clause (i) above.

(c) The Lehman Investors acknowledge that theiiréad percentage ownership Interest in SS/L masebeced relative to that of Loral Spe
the Company and their Affiliates as a result of dejermination by the Lehman Investors not to pigdite in a capital contribution.

ARTICLE V.
CERTAIN AGREEMENTS

Section 5.1. Charter and By-laws. (a) The compasytteretofore delivered to the Lehman Partnershipsand correct copies of (i) the
Memorandum of Association and By-Laws of the Conypamd the Certificate of Incorporation and By-Las§sSS/L in the form in which
they are in effect on the date hereof (the "Chddmruments"), and (ii) the SP Stockholders Agredyriarthe form in which it is in effect on
the date hereof.

(b) Loral Space will cause the Company to act itcoatance with its Charter Documents, and the Compdlhcause SS/L to act in
accordance with its Charter Documents, as amemndedtfme to time, and the SP Stockholders Agreement

Section 5.2. Corporate Actions. Loral Space andtvapany shall comply with Sections 5.3 and 5.hwédispect to the occurrence of any of
the following events (each, a "Material Action"):

(i) any merger or consolidation of SS/L with ordreiny other Person or any recapitalization or otberganization of SS/L, other than any
such transaction involving the issuance to anyd®eos securities having a value of less than $7baniin which SS/L is the surviving entit

(i) any sale, lease, exchange, transfer, pledgaribution to a joint venture or other dispositioihassets of SS/L, the fair market value of
which is greater than $50 million;
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(iii) any acquisition by SS/L of stock or assethiéther by means of a stock purchase, asset purohasigerwise) having a fair market value
greater than $75 million;

(iv) (A) any Public Offering by SS/L, or (B) anyhar issuance or sale by SS/L of capital stock cursges convertible into, exchangeable for
or otherwise granting the right to acquire captatk (including options, warrants and other rightsa result of which Persons other than the
Company, Loral Space, the Lehman Investors an&titaegic Participants own or have the right tou&eg25% or more of the outstanding
capital stock (on a fully diluted basis) of SS/L;

(v) any repurchase of capital stock or securit@svertible into, exchangeable for or otherwise granthe right to acquire capital stock of
SS/L (including options, warrants and other rightéher than any repurchase pursuant to the pomsgsif the SP Stockholders Agreement or
any repurchase the fair market value of whichss aan $35 million, and any payment of any divalenother distribution on any capital
stock, of SS/L the fair market value of which issixcess of $35 million;

(vi) any amendment of any Charter Document of S8/the SP Stockholders Agreement or similar govegriocuments of SS/L that would
adversely affect the Lehman Investors;

(vii) any incurrence (including by guarantee orusption) by SS/L of indebtedness in excess of $8llomin the aggregate, other than the
refinancing of existing loans, or the refinancirfggisting loans in excess of $150 million on termaterially less favorable to SS/L than
those included in the loan being refinanced,;

(viii) any material transaction between SS/L anddl&pace, the Company or any Affiliate of Lorab8e or the Company on terms that are
less than favorable to SS/L than could have be&rires had such transaction been effected betwBénghd a Person which was not an
Affiliate of the Company or Loral Space;

(ix) the taking of any corporate action by the Campor SS/L or any of its Subsidiaries for the ¢dnmencement of a voluntary case under
any applicable bankruptcy, insolvency or similar laow or hereafter in effect, (B) consent to thienf any order for relief in an involunte
case under any such law, (C) consent to the appeinttor taking possession by a receiver, liquidatssignee, custodian, trustee, seques
(or similar official) of SS/L or any of its Subsaties or of any substantial part of the propert$8fL or any of its Subsidiaries or (D) making
by SS/L or any of its
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Subsidiaries of a general assignment for the beokfireditors;

(x) (A) Bernard Schwartz ceases to be chief exeeudfficer of SS/L and within 6 months thereaftgremmanent replacement chief executive
officer reasonably satisfactory to the Lehman Itmessshall not have been appointed and (B) the éeanp chief executive officer of SS/L (if
any) at the time a Material Action Put Notice (afimked below) is delivered in respect of the matteferred to in this Section 5.3(x) is not
reasonably satisfactory to the Lehman Investotsefilg understood that Frank C. Lanza, Michael &gdff, Robert E. Berry and James W.
Reynolds will be considered reasonably satisfadtemyporary chief executive officers of SS/L, praddhat the appointment of any such
Person to such position is not opposed by anye&ffi@Participant);

(xi) designees of the Company or Loral Space ngdoiconstitute a majority of the Board of DirectofsSS/L;
(xii) the Company or Loral Space is in breach of ahits material obligations under this Agreementd

(xiii) the SP Stockholders Agreement shall haventeated and Loral Space is not entitled, directljndirectly, to appoint a majority of the
members of the Board of Directors of SS/L.

Section 5.3. Notice. If the Company or Loral Spsieall at any time

(i) have knowledge of any facts that could give fis the taking or occurrence of any Material Agtithe Company or Loral Space, as the
case may be, shall promptly inform the Lehman Itorssin writing of such facts, and (i) desire &ié any Material Action, the Company or
Loral Space, as the case may be, shall provideeth ¢hman Investors reasonable prior written ndic&Notice of Proposed Action") of such
proposed Material Action. The Company shall alsasesSS/L to deliver a Notice of Proposed ActiotheLehman Investors promptly after
SS/L has knowledge of any facts referred to insdau

(i) or desires to take any Material Action. Suchtib® of Proposed Action shall contain (i) a dethidescription of such proposed Material
Action and the reasons therefor and any busineisancial analysis related thereto (including sfieceference to the clause of Section 5.2
of this Agreement applicable to such proposed Meltérction) and (ii) the proposed time for the tadsiof such Material Action. Upon the
occurrence of any Material Action referred to irc&ns 5.2(x), (xi), (xii) or (xiii), the Companyhall cause SS/L to promptly provide the
Lehman Investors with written notice of such ev@ntNotice of Material Event"), which notice shadtlude a detailed description of such
event.
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Section 5.4. Material Action Put Option. (a) If thbehman Investors

(i) deem inadvisable, in their sole discretion, thikdng of any proposed Material Action describecmy Notice of Proposed Action or (ii)
deem adverse to their interests, in their soleréiism, any occurrence referred to in a Notice @itddial Event, the Lehman Investors shall
have the option, upon written notice to Loral Sp@c&Material Action Put Notice"), given to Lorap&ce within 30 days after delivery to
Lehman Investors of the Notice of Proposed Actiothe Notice of Material Event, as the case maydegquire Loral Space to purchase the
Series S Preferred Stock then held by Lehman lovest a per share purchase price equal to théegrafa(x) SS/L Appraised Value,
determined pursuant to the procedures set for8ettion 2.9 (except that references to "Put Nolic&ection 2.9 shall be deemed to be
references to "Material Action Put Notice") and $1)16,667 (as adjusted from time to time to ref@ot stock dividend, stock split or similar
event) compounded at a rate of 15% per annum fraguét 14, 1992 (in the case of the Associated SBAres underlying 627.3 shares of
Series S Preferred Stock) and from December 1& {i8Ghe case of the Associated SS/L Shares widgrl04.55 shares of Series S
Preferred Stock) to and including the date of pasehby Loral Space.

(b) The closing for the purchase and sale trarmactntemplated by the Material Action Put Notibalsbe ten Business Days after the
receipt thereof by Loral Space.

(c) On the closing date, the Lehman Investors st@iVer (i) certificates representing the Serig®r&ferred Stock being sold free and clear of
any lien, claim or encumbrance, and (ii) such ott@uments, including evidence of ownership anti@ity, as Loral Space may reasonably
request. The purchase price shall be paid by waresfer of immediately available funds no latent@s00 P.M. on the closing date.

(d) The provisions of Section 2.9(f) shall applyLtiral Space upon the delivery of a Material Actiumt Notice to the same extent as they
apply upon the delivery of a Put Notice.

Section 5.5. SS/L Information. (a) Loral Spacehar Company, as the case may be, shall deliveetbehman Investors, within one Business
Day after receipt by Loral Space or the Companyhasase may be, copies of all notices, requasteammunications delivered to Loral
Space or the Company, as the case may be, in diomedgth the Subscription Agreement dated MarchZ#1 among Loral, LAH, SS/L

and the Strategic Participants, as the same maynkeeded from time to time, and any exhibits thefettiuding the SP Stockholders
Agreement).

(b) Loral Space or the Company, as the case mashladl,deliver to the Lehman Investors, within @wesiness Day after receipt by any
nominee of Loral Space or the Company, at
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the case may be, to the Board of Directors of @S¢bpy of each amended and updated Strategic &agefined in the SP Stockholders
Agreement) of SS/L prepared in accordance wittReStockholders Agreement.

(c) The Company shall cause SS/L to provide theniahPartnerships (or LBH or an Affiliate of LBH each Partnerships' behalf) with bi-
monthly briefings by appropriate executive persomfi&S/L with respect to the business, resultspdrations and prospects of SS/L and its
Subsidiaries; provided that this Section 5.5(c)lstat obligate the Company to require SS/L to llise to the Lehman Partnerships (or LBH
or an Affiliate of LBH on such Partnerships' behatfaterial non-public information with respect t8/5. Such briefings shall take place as
promptly as is practicable after receipt by the @any of a written or oral request from LBH or aifffliate of LBH for such a briefing. The
first briefing shall occur in November 1992,

Section 5.6. Loral Space Guarantee. (a) Loral Shaoeby guarantees the due and punctual paymemeafatmance of all of the obligations
of the Company under Schedule | to the Companytdys (including, without limitation, the due andnztual payment and performance of
all of the obligations of the Company to make pagta@nd other distributions to the holders of SeHdPreferred Stock as set forth in
Schedule | to the Company's By-Laws). For purpoa$éke foregoing, the Company's obligations unddre8ule | to the Company's Byws
shall be determined without regard to whether drtn® Company has available sufficient capitaluwphis to honor such obligations and
without regard to any other legal, contractual thveo restriction on the ability of the Company tmbr such obligations.

(b) Any amount required to be paid by Loral Spagespant to this

Section 5.6 shall be payable in the form of Logah& common stock. The Loral Space common stobk issued shall be deemed to have a
value equal to

(i) the average closing sale price for such comstonk on the New York Stock Exchange (or such otlagional securities exchange or over-
the-counter market as then constitutes the prihdipaestic trading market for Loral Space commantist during the 10 trading days
preceding the payment of such amount minus (iilcthsts that a seller of such Loral Space commarkstould reasonably be expected to
incur in connection with the sale of such stockéotthan pursuant to a Public Offering) on the détgayment (whether or not such common
stock is, in fact, sold).

Section 5.7. Tax Indemnity. (a) Loral Space helielbgmnifies and agrees to hold the Lehman Partipsrstimnd all general and limited
partners thereof (the Lehman Partnerships and garthers, collectively, the "Lehman Indemniteesjrhless from any Tax, together with all
reasonable costs and expenses (including, witlmoitetion, reasonable attorney's fees)
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incurred in connection therewith or resulting thieye, that (1) results from a failure of the Augd892 Exchange to qualify as a
reorganization within the meaning of Section 368(#B) of the Code by reason of the grant, exeroisgerformance by any party to the 1!
Lehman Stockholders Agreement of any right or atioa in accordance with Section 5.06 or Secti@Y ®f such Agreement, or (2) is
imposed on any of the Lehman Indemnitees at ang &isa result of or in connection with the Exchahigasaction, the ownership of the
Series S Preferred Stock or the LAH Series S RefeBtock, any receipt of Associated SS/L Shamgs Taansfer of Associated SS/L Shares,
any distribution by SS/L of cash or other propémtyespect of SS/L Common Stock or any other tretima involving Series S Preferred
Stock, LAH Series S Preferred Stock or Associatell Shares, which Tax would not have been paydéilfiethe November 1992 Exchange
had been treated for Tax purposes as a redemtiolass B Common Stock of LAH for SS/L Common Sto@l during the period from the
November 1992 Exchange through the Exchange Traosathe Lehman Partnerships had been treatedasre of SS/L Common Stock f
Tax purposes, and (iii) following the Exchange Baction, the Lehman Partnerships had continued teelted as owners of SS/L Common
Stock for Tax purposes. For the avoidance of doldmes subject to indemnity under this Sectiond.if(clude, without limitation, (i) any
gain recognized under Section 1001 of the Codelhgan of the treatment of the Exchange Transaatian"sale or exchange" thereunder
any Tax resulting from the treatment of the Compasa controlled foreign corporation or passiveifpr investment company within the
meaning of Sections 957 and 1296 of the Code, ctispdy, for United States federal income tax pwg® and (iii) any withholding taxes,
whether imposed pursuant to any law in effect piaathe Exchange Transaction or otherwise, impdseBermuda on dividends received by
the Lehman Partnerships in respect of the Serlaeferred Stock or imposed by a United States Tp&unthority on dividends received by
the Company in respect of the Associated SS/L Shatee Lehman Indemnitees hereby release Loral fimpbligations under Section 5.07
of the 1992 Lehman Stockholders Agreement.

(b) (1) Loral Space shall discharge its obligatioindemnify the Lehman Indemnitees under Secti@) by paying the amount required to
be indemnified thereunder grosseplfor any (a) Taxes payable upon payment, receiptcrual of such indemnification payment plusginy
additional amount of Tax payable upon payment,ipt@e accrual of any payment required to be paitspant to this Section 5.7(b)(1).

(2) Any payment required to be made to the Lehmdemnitees under this Section 5.7 shall be padéh. Without limiting the generality
the foregoing, Loral Space shall provide the Lehimmalemnitees, within 10 days of receipt of writtequest, with the full amount of any
payments to a Taxing Authority from which an indefication obligation by Loral Space pursuant tostBiection 5.7 would arise, it being
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understood that funds advanced by Loral Space patda this Section 5.7(b)(2) shall give rise toaldigation on the Lehman Indemnitees'
part to pay interest and shall only give rise tahhigation to return to Loral Space any refundablaxing Authority of such payment
(including any interest included in such refund).

(c) If Loral Space makes any indemnification paytrtera Lehman Indemnitee pursuant to this Secti@rafd the Lehman Indemnitee
realizes a Tax benefit (as, for example, the Lehindemnitee realizing less taxable gain or moraltiéexloss on a disposition of the Series S
Preferred Stock by reason of having a higher Taisttherein) from the transaction or status fronicth.oral Space's indemnification
obligation pursuant to this Section 5.7 arose L#eman Indemnitee shall pay over to Loral Spacelthebenefit actually received by such
Lehman Indemnitee. The amount of the Tax beneéill éhclude any Tax benefit resulting from any pants to Loral Space hereunder. The
Lehman Indemnitee shall not be required to makepayynent in excess of the indemnity payment reckivam Loral Space, and any
payment may be made by offset against a paymerd byé.oral Space. Any payment to be made purswatitis Section 5.7(c) shall be mi
at the time a Tax payment to be remitted by sudiman Indemnitee is actually reduced as a resuktteoTax benefit or the Lehman
Indemnitee receives a refund of Tax as a resuli®fTax benefit (and the amount of such paymergspect of a Tax benefit shall not exceed
the amount of such reduction or refund). If the Barefit may be realized by a refund claim by arheh Indemnitee, the Lehman Indemn
shall take reasonable steps and measures, at$paak's expense, to obtain such refund.

(d) (i) Each of Loral Space, the Company and thenh@n Partnerships agrees that for United Statesdeoshcome tax purposes (including,
without limitation, for purposes of filing any feds income tax return), the Exchange Transacti@ll stot be treated as a taxable "sale or
exchange" under Section 1001 of the Code andhkaberies S Preferred Stock shall be treated as@G#hmon Stock; provided that the
Lehman Partnerships shall not be required to comyily this Section 5.7(d)(1) unless (i) prior tetate hereof Willkie Farr & Gallagher
shall have delivered an opinion reasonably satisfato the Lehman Partnerships to the effect thafor United States federal income tax
purposes it is more likely than not that (1) thelange of LAH Series S Preferred Stock for SeriBseerred Stock will not be treated as a
sale or exchange (under Section 1001 of the Cod¢herwise), and (l1) following the Exchange Tragtin the Lehman Partnerships will be
treated as continuing to hold the SS/L Common StacH (B) the Lehman Indemnitees will not be sutiepenalties in respect of any Taxes
for taking the positions set forth in clause (Apab, and (ii) Willkie Farr & Gallagher or other ratally recognized independent tax counsel
to Loral Space reasonably satisfactory to the LehRertnerships delivers, at such times as may be
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reasonably requested by such Partnerships (indigly change in law or other circumstances or@onposed disposition, exchange or other
transaction involving the Series S Preferred Stackssociated SS/L Shares), an opinion satisfadtofgrm and substance to such
Partnerships to the effect that continuing to tteatSeries S Preferred Stock as SS/L Common Stitickot subject a Lehman Indemnitees
penalties in respect of Taxes. The fees and expaismich counsel shall be borne by Loral Space.

(2) Loral Space shall have no obligation to inddgnany Lehman Indemnitee under this Section 5.7afor Tax other than a Tax imposed by
the United States or Bermuda, unless such Lehndaminitee shall have treated the Series S PrefSimak as SS/L Common Stock for such
Tax purposes.

(e) Each limited or general partner of each Leharinership shall be a third-party beneficiaryhi$ Section 5.7.
ARTICLE VI.
TERMINATION

Section 6.1. Termination. (a) This Agreement stathinate (and the Lehman Investors shall be edtith receive the Associated SS/L Sh
underlying their shares of Series S Preferred Staftkr a Public Offering of the Company or SS/laagsult of which Persons other than
Stockholders (in the case of the Company) or Stolcldrs and parties to the SP Stockholders Agreefiretiie case of SS/L) are entitled to
(i) cast more than 50% of the votes for directdrthe Company or SS/L, as the case may be, (i§ivecmore than 50% of the assets avail:
for distribution to holders of equity securitiesS%/L or the Company, as the case may be, upquiaéition of such entity or (iii) receive
more than 50% of the regular dividends payablehertiien outstanding shares of Common Stock or 88fhmon Stock, as the case may be,
in each case after giving effect to such offerjprgyvided that (x) the provisions of Section 7.18lkkurvive for a period of three years from
the date of termination of this Agreement and ) provisions of Sections 5.6, 5.7 shall survivthaat limitation.

(b) Except as otherwise provided in Section 2.8& ltehman Investors shall be entitled to termittaerestrictions on Transfers of Series S
Preferred Stock and Associated SS/L Shares bye¢henhn Investors in the event of a breach by Lgpat8 of its obligation to purchase
shares of Series S Preferred Stock held by the baHnvestors set forth in Section 5.4.
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ARTICLE VILI.
MISCELLANEOUS

Section 7.1. No Inconsistent Agreements. Eacheflbmpany and Loral Space will not hereafter, aitidcause their respective Subsidiaries
not to, enter into any agreement with respectstgéturities which is inconsistent with the rightanted to Stockholders in this Agreement.
Each of the Company and Loral Space representsvandnts to each Stockholder that it has not, hait tespective Subsidiaries have not,
entered into any agreement with respect to anisafabt or equity securities granting registratights to any Person.

Section 7.2. Recapitalization, Exchange, etc. énebent that any capital stock or other securétiesssued in respect of, in exchange for, «
substitution of, any Shares by reason of any revrgtion, recapitalization, reclassification, margmnsolidation, spin-off, partial or
complete liquidation, stock dividend, split-up,esaf assets, distribution to shareholders or coathin of the Shares or any other change in
capital structure of the Company, appropriate ddjasts shall be made with respect to the releviavigions of this Agreement so as to fa
and equitably preserve, as far as practicablegtiginal rights and obligations of the parties henender this Agreement and the term
"Shares," as used herein, shall be deemed to iedbdres of such capital stock or other securaiesppropriate.

Section 7.3. Remedies. The Company and the Stadktsohcknowledge and agree that in the event obeagch of this Agreement by any
one of them, the Company or the appropriate Stddeins, as the case may be, would be irreparabipéamand could not be made whole by
monetary damages. The Company and the Stockha@deosdingly agree (i) to waive the defense in atioa for specific performance that a
remedy at law would be adequate, and

(i) that the Company and the Stockholders, in @oltito any other remedy to which they may be ktitit law or in equity, shall be entitled
to compel specific performance of this Agreemerdny action instituted in the United States Dist@ourt for the Southern District of New
York, or, in the event said Court would not hawesidiction for such action, in any court of the téui States or any state thereof having
subject matter jurisdiction for such action. Therany and the Stockholders consent to non-exclysvgonal jurisdiction in any such
action brought in the United States District Cafrthe Southern District of New York, or any suc¢her court.

Section 7.4. Successors and Assigns. This Agreeraedtall obligations and rights hereunder, shalbimding upon and shall inure to the
benefit of the parties hereto, and their respediwxessors and permitted assigns; provided jhaeither this Agreement nor any rights or
obligations hereunder
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may be transferred or assigned by the Company @l ISpace and (ii) no rights of any Stockholderemttiis Agreement may be assigned
except that any Stockholder may transfer or assigights and obligations hereunder, in wholeropart, to a Transferee pursuant to a
Transfer of Shares or Associated SS/L Shares nmacienipliance with all of the provisions of this &gment to a Person (i) who is or ther
becomes a Stockholder or (ii) who is a Person desatin clause (ii) of the definition of Permitt@dansferee; provided that the Lehman
investors may only transfer or assign their righider Section 5.4 to a Transferee or group ofedlaransferees of 50% or more of the St
or Associated SS/L Shares underlying Shares, asatbemay be, held by the Lehman Investors asaldte hereof. If any Stockholder shall
acquire additional Shares, such Shares shall, &asegxpressly provided herein, be held subjeatl tof the terms of this Agreement.

Section 7.5. No Waivers; Amendments. (a) No failurelelay by any party in exercising any right, gowr privilege hereunder shall operate
as a waiver thereof, nor shall any single or pbetarcise thereof preclude any other or furthereise thereof or the exercise of any other
right, power or privileges. The rights and remediiesin provided shall be cumulative and not exetusf any rights or remedies provided
law.

(b) This Agreement may not be amended, modifiesupplemented other than by a written instrumentesigoy each party hereto.

(c) Any provision of this Agreement may be waivg&dut only if, such waiver is in writing and igsied by the party against whom the
enforcement of such waiver is sought.

Section 7.6. Notices. All notices, requests anémtommunications to any party hereunder shalhberiting (including telex, telecopier or
similar writing) and shall be given to such partyts address, telex or telecopier number set foetow, or such other address, telex or
telecopier number as such party may hereinaftegifypier the purpose to the party giving such netiEach such notice, request or other
communication shall be effective (i) if given byebe or telecopy, when such telex or telecopy iadraitted to the telex or telecopy number
specified in this Section and the appropriate ansagk is received or, (i) if given by mail, 72 hiewafter such communication is deposited in
the mails with first class postage prepaid, adéess aforesaid or, (iii) if given by any other mgavhen delivered at the address specifie
this Section 7.6.

Notices to the Company or Loral Space shall beestdd to the Company or Loral Space, respectigelypral Space & Communicatio
Ltd., 600 Third Avenue, New York, New York 10016tténtion: Michael B. Targoff, President (telecopier.
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(212) 682-9805), with a copy thereof to Willkie F& Gallagher, One Citicorp Center, 153 East 53m@&, New York, New York 10022-
4669, Attention: Bruce R. Kraus (telecopier no.2P821-8111); and notices to the Lehman Investoadi e addressed to the Lehman
Investors c/o Lehman Brothers Holdings Inc., Amami&xpress Tower, 3 World Financial Center, 200eyestreet, New York, New York
10205, Attention: Alan H. Washkowitz (telecopiel 2 526-3836), with a copy thereof to Davis Polk\&rdwell, 450 Lexington Avenue,
New York, New York 10017, Attention: Paul R. Kinggl(telecopier no. (212) 4-4800).

Section 7.7. Inspection. So long as this Agreerakall be in effect, this Agreement and any amendsneereto shall be made available for
inspection by a Stockholder at the principal officd the Company, Loral Space and SS/L.

Section 7.8. Governing Law. This Agreement shaljbeerned by and construed in accordance withativs bf the State of New York.

Section 7.9. Section Headings. The section headiog&ined in this Agreement are for reference sep only and shall not affect the
meaning or interpretation of this Agreement.

Section 7.10. Entire Agreement. This Agreementthadlransaction Agreement constitutes the entireeagent and understanding among
parties hereto and supersedes any and all prieeagnts (including, without limitation, the Stoclders Agreement dated as of October 23,
1990, as amended, and the 1992 Lehman Stockhd\deegment) and understandings, written or orahtigd to the subject matter hereof.

Section 7.11. Severability. Any term or provisidriis Agreement which is invalid or unenforceaisl@ny jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of suntialidity or unenforceability without renderingvalid or unenforceable the remaining tet
and provisions of this Agreement or affecting tladidity or enforceability of any of the terms oopisions of this Agreement in any other
jurisdictions, it being intended that all rightsdambligations of the parties hereunder shall bereefable to the fullest extent permitted by |

Section 7.12. Counterparts. This Agreement mayidreed in counterparts, each of which shall consiin original and which together shall
constitute one and the same agreement.

Section 7.13. Confidentiality. To the extent thay &tockholder receives proprietary or confidentidrmation ("Confidential information")
from the Company, Loral Space or SS/L, pursuafection 5.5 hereof or otherwise, such Stockholdezes that it will not utilize in its
respective business or otherwise, disclose or duoror file with, any
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other Person (other than its respective employtsneys, and other professional advisors, whtt Beanformed of the confidential nature

of such information) any Confidential Informatiomithout the prior written consent of the Compangral Space, or SS/L as the case may be,
except where disclosure may be required by lauwnag be necessary for such Stockholder to enfosaggiits under this Agreement (or any
documents executed in connection herewith) or atiserin connection with its direct or indirect intet in the Company or SS/L.
Notwithstanding the foregoing, the following wilbhconstitute "Confidential Information" for purpessof this Agreemen

() information which was already in the possessibthe Stockholder prior to the date hereof anittvivas not acquired or obtained from
Company, Loral Space or SS/L;

(i) information which is obtained or was previopsbtained by the Stockholder from a third persdrownsofar as is known to the
Stockholder, is not prohibited from transmitting thformation to the Stockholder by a contractlegal or fiduciary obligation to the
Company, SS/L or Loral Space; and

(iii) information which is or becomes generally dahle to the public other than as a result ofstidisure by the Stockholder or its agents or
employees in violation of this Section 7.13.
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IN WITNESS WHEREOF, the undersigned have executedAgreement as of the date set forth above.
LORAL SPACE & COMMUNICATIONS LTD.

By: /s/ Eric J. Zahler
Title: Vice President

SS/L ( BERMUDA) LTD.

By: /s/ Eric J. Zahler
Title: Vice President

LEHVAN BROTHERS
CAPI TAL PARTNERS |1, L.P.

By Lehman Brothers Holdings Inc.

By: /s/ Al an Washkowi tz
Title: Vice President

LEHVAN BROTHERS MERCHANT BANKI NG
PORTFOLI O PARTNERSHI P L. P.

By LB | Group Inc.

By: /s/ Alan Washkowitz
Title: Vice President
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LEHMAN BROTHERS OFFSHORE
INVESTMENT PARTNERSHIP L.P.

By Lehman Brothers Offshore
Partners Ltd.

By: /sl N.G Trollope
Title: Director/President

LEHVAN BROTHERS OFFSHORE
I NVESTMENT PARTNERSHI P- JAPAN L. P.

By Lehman Brothers Offshore Partners Ltd.

By: /s/ N.G Troll ope
Title: Director/President
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EXHIBIT 10.14
EXCHANGE AGREEMENT

EXCHANGE AGREEMENT, dated as of April 22, 1996 (tteGREEMENT"), by and among Loral Space & Commutimas Ltd., a
Bermuda company which is the successor-in-intéoelsoral Space & Communications, Inc., a Delawargporation ("SPACECOM"),
Lockheed Martin Corporation, a Maryland corporatftitMC"), and Loral Corporation, a New York corpticm ("LORAL").

RECITALS:

WHEREAS, each of Loral, LMC, and LAC Acquisition (poration, a New York corporation ("LAC"), are pas to that certain Agreement
and Plan of Merger, dated as of January 7, 199@mesnded (the "MERGER AGREEMENT");

WHEREAS, Loral, LMC, SpaceCom and certain affilsatéd SpaceCom are parties to the Restructuringyriéing and Distribution
Agreement dated as of January 6, 1996, as amettdetISTRIBUTION AGREEMENT");

WHEREAS, concurrently with the consummation of Bistribution (as defined in the Distribution Agreent), Loral and SpaceCom wiill
enter into the Stockholders Agreement (as defindtie Distribution Agreement; for purposes of thiggeement, the "SPACECOM
STOCKHOLDERS AGREEMENT");

WHEREAS, immediately following the Distribution, tal will own all of the issued and outstanding ssaof Series A Non-Voting
Convertible Preferred Stock of SpaceCom (the "SPBOK PREFERRED SHARES"), which, subject to certainditions set forth in the
Certificate of Designation of the SpaceCom PretkeBbhares and the SpaceCom Stockholders Agreemerap@avertible into shares of
SpaceCom common stock, $.0l par value per shage'@BRACECOM COMMON STOCK"; collectively, the Spacett Preferred Shares and
the SpaceCom Common Stock are the "SPACECOM SECIESIY;

WHEREAS, immediately following the Distribution, &eCom will own all of the issued and outstandiogimon stock, $.0l par value per
share (the "SS/L BERMUDA COMMON STOCK"), of SS/LéBnuda) Ltd., a Bermuda company ("SS/L BERMUDA");

WHEREAS, immediately following the Distribution af the issued and outstanding shares of Serigef8rRed Stock (as defined below) of
SS/L Bermuda will be owned by Lehman Brothers Gajtartners, Il, L.P., Lehman Brothers Merchantkag Portfolio Partnership, L.P.,
Lehman Brothers Offshore Investment Partnership, and Lehman Brothers Offshore Investment Pattidapan L.P. (collectively, the
"LEHMAN PARTNERSHIPS");



WHEREAS, immediately following the Distribution, &eCom, SS/L Bermuda and the Lehman Partnershipiseaparties to the Second
Amended and Restated Agreement dated as of Novel3haB92, as amended as of April 22, 1996 (thél'8&RMUDA
STOCKHOLDERS AGREEMENT");

WHEREAS, pursuant to Sections 2.9, 2.10 and 5th®SS/L Bermuda Stockholders Agreement, the Lehp@aimerships have, under
certain circumstances and subject to certain cimmdit the right to require SS/L to purchase fromltehman Partnerships all of the Series S
Preferred Stock;

WHEREAS, immediately following the Distribution,@aof SS/L Bermuda, Aerospatiale Societe Natiohad@strielle, Alcatel Espace,
Daimler-Benz Aerospace A.G. and Finmeccanica S.fzdllectively, the "STRATEGIC PARTNERS") will owshares of common stock,
$.10 par value per share ("SS/L COMMON STOCK")Sphce Systems/Loral, Inc., a Delaware corporati8s/L");

WHEREAS, SpaceCom, SS/L Bermuda and SS/L intemhter into an agreement with the Strategic Partioeasnend that certain
Stockholders Agreement, dated as of April 22, 188lamended November 2, 1992 (as amended by sotdnguated amendment, the "SS/L
STOCKHOLDERS AGREEMENT");

WHEREAS, pursuant to Section 4.4 of the SS/L Stottkérs Agreement each of the Strategic Partnersumaler certain circumstances and
subject to certain conditions, the right to req@B&/L to purchase from the Strategic Partner shtir8S/L Common Stock beneficially own
by the Strategic Partner (the "STRATEGIC PARTNERTRRIGHTS");

WHEREAS, if SpaceCom acquires any of the ownerstigrests of the Lehman Partnerships or the Stiafgytners in SS/L Bermuda or
SSIL, respectively, SpaceCom's direct or indireaership interest in SS/L will increase;

WHEREAS, while each of the parties hereto belidnat &in increase in the ownership by SpaceCom &f 88&dld be entirely consistent with
all applicable law and policies of the AntitrusttAarities (as defined in
Section 2.1(a)), the parties have agreed to emterthis Agreement to provide for any contingenties may hereinafter arise;

NOW THEREFORE, in consideration of the foregoingrmpises and for other good and valuable consideratie sufficiency of which i
hereby acknowledged, LMC, Loral and SpaceCom aagdellows:
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ARTICLE |
DEFINITIONS

SECTION 1.1 GENERAL. For convenience and brevigrtain terms used in various parts of this Agredraea listed in alphabetical order
and defined or referred to below (such terms teduglly applicable to both singular and plural ferof the terms defined or referred to):

"CHANGE OF CONTROL" has, with respect to the Lehnrarn Rights, the meaning assigned to the termarst®/L Bermuda Stockholders
Agreement and has, with respect to the Strategin&aPut Rights, the meaning assigned to that tertime SS/L Stockholders Agreement.

"CLOSING MARKET PRICE" for each day for any publidraded security means the last reported sales pegular way or, in case no such
sale takes place on such day, the average ofékanglbid and asked prices regular way, in eitse®n the principal national securities
exchange on which the shares of the publicly trasedirity are listed or admitted to trading, onat listed or admitted to trading on any
national securities exchange, on the Nasdaqg Natiaeket or, if the shares of the publicly tradexdtsrity are not listed or admitted to trading
on any national securities exchange or quoted eMN#isdaqg National Market, the average of the dapdiid and asked prices as furnished by
any New York Stock Exchange member firm selectethftime to time by LMC for such purpose.

"DISTRIBUTION DATE" has the meaning assigned totttesim in the Distribution Agreement.

"EXERCISE" means (i) the valid exercise by the LelnnRartnerships of the Lehman Put Rights or byate®fic Partner of the Strategic
Partner Put Rights for reasons unrelated to a Ghah@ontrol other than the Change of Control riasgifrom the consummation of the Offer
(as defined in the Merger Agreement) and/or (i@ thpurchase of SS/L Securities from the LehmatmPeaships by SpaceCom, SS/L
Bermuda or SS/L otherwise than pursuant to an eeof the Lehman Put Rights.

"FAIR MARKET VALUE" means (i) with respect to anyuplicly traded security, the average of the Clodayket Prices of such security
the 10 consecutive trading days ended immediaedigrb the date of the Requirement Notice, anduiif) respect to a security not publicly
traded, the fair market value, as of the date @Rkquirement Notice, determined as if the Compamyse security is being valued were tc
sold in its entirety with a reasonable amount wietiavailable to negotiate and consummate suchwaleided, that for purposes of clauses (i)
and (i) of this definition, the Fair Market Valwé SpaceCom Preferred Shares shall be deemeddguaé to the Fair Market Value of
SpaceCom Common Stock into which they are convertib
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"GTL" means Globalstar Telecommunications Limitadiompany organized under the laws of Bermuda.
"GTL COMMON STOCK" means the common stock, $1.00y@due per share, of GTL.

"LEHMAN PUT RIGHTS" means the rights of the LehmRartnerships to require SpaceCom, SS/L, SS/L Bearouany affiliate of
SpaceCom to purchase SS/L Securities beneficiallyed by the Lehman Partnerships pursuant to Secfidh 2.10 or 5.4 of the SS/L
Bermuda Stockholders Agreement as in effect orléte hereof or as such agreement may be amendedifne to time hereafter with
respect to (i) the conditions precedent to the Lamartnerships' right to require the repurchasbeoSS/L Securities, (ii) the times at which
such repurchase must occur and (iii) the numbshafes of SS/L Securities required to be sold imeotion with the exercise of any such
rights.

"OWNERSHIP INCREASE" means any increase in the fieiatownership of equity securities of SS/L, as, the context shall require, any
binding agreement (an "OWNERSHIP INCREASE AGREEMEN®D enter into a transaction or series of tratisas that would result in
such an increase.

"REQUIREMENT NOTICE" has the meaning set forth ec8on 3.2 hereof.
"SERIES S PREFERRED STOCK" means the shares o¢S8rRedeemable Preferred Stock, par value $.Ghaee, of SS/L Bermuda.
"SS/L SECURITIES" means equity securities of eitB&/L Bermuda or SS/L.

"STRATEGIC PARTNER PUT RIGHTS" means the rightsadbtrategic Partner to require SpaceCom, SS/L, B&fmuda or any affiliate «
SpaceCom to purchase SS/L Securities beneficiallyed by the Strategic Partner pursuant to Sectibm#ithe SS/L Stockholders
Agreement as in effect on the date hereof or als agreement may be amended from time to time hereaith respect to (i) the conditions
precedent to the Strategic Partner's right to regbie repurchase of the SS/L Securities, (iiitines at which such repurchase must occul
(iii) the number of shares of SS/L Securities reggiito be sold in connection with the exercisenyf such rights.

"TRANSFERRED SHARES" has the meaning set forthent®n 3.1(a) hereof.
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ARTICLE II
ANTITRUST APPROVAL AND REVIEW
SECTION 2.1 ANTITRUST APPROVAL.

(a) The parties acknowledge and agree that an GWipelncrease could result in a requirement orptire of SS/L, SpaceCom and other
parties to abide by a waiting period imposed urtdeHart-Scott-Rodino Antitrust Improvements Actl®f76, as amended (the "HSR ACT"),
and to make certain filings required thereunded, @vuld otherwise be subject to approval by thevaht governmental or supragovernmental
antitrust authorities of the United States or thedpean Community (the "ANTITRUST AUTHORITIES"). &rsuch approval with respect

an Ownership Increase resulting from an Exercisktha lapse or early termination of the HSR Acttimgi period with respect thereto is
hereinafter referred to as an "APPROVAL".

(b) SpaceCom agrees that it shall not seek Appnaviaiss it shall have received the prior writtemam of Willkie Farr & Gallagher (and/or
such other counsel reasonably acceptable to LM&t)absent such Approval, the Ownership Increasddaannstitute a violation of law (the
"OPINION").

SECTION 2.2 ANTITRUST REVIEW.

(a) SpaceCom will give LMC prompt written noticeasfy Ownership Increase resulting from an Exeraimta copy of any Opinion received
in connection therewith.

(b) Following delivery of the Opinion to LMC, LMOna SpaceCom will (i) take promptly all actions nesary to make the filings required of
LMC, SpaceCom or any of their affiliates necessargbtain the Approval, (ii) comply at the earlipsacticable date with any request from
the Antitrust Authorities for additional informatioor documentary material related to the Ownerkiipease, and (iii) cooperate in
connection with any filing required by the Antittusuthorities in connection with the Approval amddonnection with resolving any
investigation or other inquiry commenced by theitkast Authorities concerning the Ownership Inceeas

(c) In furtherance and not in limitation of the emants of LMC and SpaceCom contained in Sectiofbptereof, LMC and SpaceCom shall
each use reasonable efforts to resolve such obijesctif any, as may be asserted with respect t@theership Increase. SpaceCom shall use
its reasonable efforts to obtain the Approval withihe Approval being conditioned upon a changeMiC's ownership interest in SpaceCc
including, without limitation, SpaceCom's agreeingeasonable alternative conditions or proposiisenAntitrust Authorities not involving
any change in LMC's ownership interest in SpaceGuouoyided, that SpaceCom shall not be requiredke tiny action or agree to any
alternative conditions or proposals that would haveaterial adverse effect on SpaceCom.
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LMC will, and will cause its subsidiaries, to ugasonable efforts to assist SpaceCom in obtaihimd\pproval without the Approval being
conditioned upon any change in LMC's ownershipregein SpaceCom including, without limitation, eging to reasonable alternative
conditions or proposals of the Antitrust Authomtieot involving any reduction in LMC's ownershipSgaceCom Securities; provided that
LMC shall not be required to take any action, aeago any alternative conditions or proposalg, ¢bald, in the reasonable judgment of
LMC, have a material adverse effect on LMC's inwesit in SpaceCom.

ARTICLE Il
EXCHANGE
SECTION 3.1 EXCHANGE.

(@) If, following an Ownership Increase resultingri an Exercise and receipt of the Opinion, antAugt Authority requires as a condition to
the Approval that the indirect ownership interestIC in SS/L be reduced below the indirect owngushterest that would otherwise result
from the Ownership Increase (the "ANTITRUST REQUNRENT"), then LMC shall be required to transfer fpa8eCom shares of
SpaceCom Securities beneficially owned by LMC a#jed in Section 3.1(c) hereof in exchange farsks of GTL Common Stock;
provided, however, that no such transfer shalldggired if the transactions contemplated by an @sim Increase Agreement are not
completed.

(b) SpaceCom shall provide prompt written noticéhef Antitrust Requirement to LMC and shall inclullerein reasonable evidence of the
Antitrust Requirement (the "REQUIREMENT NOTICE").

(c) The number of shares of SpaceCom Securitibs toansferred by or on behalf of LMC (the "TRANSHEED SHARES") shall be the
minimum number of shares necessary to reduce LM@sect ownership interest in SS/L to the maximownership interest therein
permitted by the Antitrust Authorities as a coratithecessary to the Approval; it being understbadi nothing in this Agreement will require
LMC to reduce its fully-diluted ownership interéstSpaceCom below 20% unless, prior to such redogctippropriate modification of
Section 1.4 of the SpaceCom Stockholders Agreestait have been made that preserves the economéditseto Loral of the option
contained in such Section 1.4. The number of stafr&TL Common Stock to be delivered to LMC in eanbe for the Transferred Shares
shall be a number of shares of GTL Common Stoclkngea Fair Market Value equal to the Fair Marketuéaof the Transferred Shares.

(d) Notwithstanding the provisions of Section 3)X{areof, SpaceCom shall not be required to detithares of GTL Common Stock to LMC
as required thereunder if an Antitrust Authorityrfr which Approval is requested, as a conditiorheoApproval, prohibits the exchange of
GTL Common Stock for the Transferred Shares. Imswent, in lieu of transferring GTL Common Stook.-MC in exchange for the
Transferred Shares,
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SpaceCom shall pay LMC, upon surrender and tranéfire Transferred Shares to SpaceCom, cashamant equal to the greater of (i)
Fair Market Value of the Transferred Shares andt@ original purchase price of the Transferredr8s, increased at the rate of 10% per
annum, compounded annually, from the date of timswmmation of the Offer (as defined in the Merggre®ement) through the date of the
transfer of the Transferred Shares to SpaceCompaties agree that for the purposes of this Se@id(d) the aggre-gate original purchase
price of the SpaceCom Securities owned beneficigllMC on the Distribution Date is $344 million.

SECTION 3.2 DETERMINATION OF CONSIDERATION. Followg receipt of the Requirement Notice by LMC, eathMC and
SpaceCom will use their reasonable efforts to reachgreement on the number of shares of GTL Conhack to be transferred, or the
amount of cash to be paid, as the case may bajgnirto Section 3.1(c) hereof, to LMC in exchangetiie Transferred Shares. If, within 10
business days after the date of delivery of theuRement Notice, LMC and SpaceCom cannot agred@maimber of shares of GTL
Common Stock or amount of cash, as the case mayp be,received by LMC in consideration of the Bfenred Shares pursuant to Section
3.1 hereof (the "CONSIDERATION"), then the Consat@n shall be determined by such nationally recaminvestment bank as LMC and
SpaceCom shall jointly select (the "DESIGNATED INSBMENT BANK"). LMC and SpaceCom shall use theirteféorts to cause the
determination of the Consideration by the Desighét@estment Bank to be completed in five busirksss if SpaceCom Securities and GTL
Common Stock are both publicly traded securities @herwise in 60 days, in each case, after the afatngagement of the Designated
Investment Bank. The determination of the Desigh#teestment Bank shall be final and binding onghgies hereto. One-half of the fees
and expenses of the Designated Investment Banktshahid by each of LMC and SpaceCom.

SECTION 3.3 NEW REGISTRATION RIGHTS. If the Considton is shares of GTL Common Stock, then on dorgethe date the
Consideration is received by LMC, SpaceCom shalseaGTL to enter into an agreement with LMC andalproviding for LMC and Loral
to have registration rights with respect to althed shares of GTL Common Stock received in exchémgie Transferred Shares, the term
which shall be substantially identical to the régison rights of Loral with respect to the SpaceC8ecurities set forth in Article Il of the
SpaceCom Stockholders Agreement; provided, thatihénum number of shares and minimum value ofehaf GTL Common Stock
required to be included in any registration shalbldjusted in direct proportion to the differeritany, in the market capitalization of GTL as
compared to the market capitalization of SpaceGomthe date of the Requirement Notice.

SECTION 3.4 CLOSING OF EXCHANGE. The closing wittspect to the exchange of the Transferred SharglsefcConsideration pursuant

to Article Il hereof shall be on a mutually deténed closing date which shall be the later of & dait more than 15 days after (i) the date on
which LMC and SpaceCom agree on the Consideratioif @pplicable, the Designated Investment Bantedrines the Consideration and (ii)

the consummation of the transactions resultinpén@wnership Increase. The closing shall be hel®#0 a.m.,
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local time, at the principal office of SpaceComabsuch other time or place as LMC and SpaceCotnatiy agree. On such closing date,
LMC and, if applicable, SpaceCom shall deliverc@)tificates representing the shares of SpaceCamriies and, if applicable, GTL
Common Stock, respectively, which shares shaltde &nd clear of any lien, claim or encumbrancd,iarthe case of the GTL Common
Stock, shall be validly issued, fully paid and ressessable, and (ii) such instruments of transfieaidence of ownership and authority as
the other party may reasonably request. In thetalienConsideration is cash, then SpaceCom shalih@aConsideration to LMC by wire
transfer of immediately available funds no latertf2:00 p.m. on the closing date to the accoungdated by LMC prior to such closing de

ARTICLE IV
MISCELLANEOUS

SECTION 4.1 ENTIRE AGREEMENT. This Agreement, thistbbution Agreement and the SpaceCom Stockholdgreement (including

the schedules and exhibits and the agreementstaaddncuments referred to therein) constitutestitée agreement among the parties with
respect to the subject matter hereof and supersdidather prior negotiations, commitments, agreetmand understandings, both written and
oral, between the parties or any of them with respethe subject matter hereof.

SECTION 4.2 FEES AND EXPENSES. Except as otherpisgided in the last sentence of Section 3.2 hemdbfeasonable costs and
expenses incurred by the parties hereto in cororeatith consummating such party's obligations hedeu or otherwise shall be paid by
SpaceCom; provided, however, that upon the requfegpaceCom, LMC shall advise SpaceCom from tintérie of the extent of the
activities of LMC's outside advisors in connectigith LMC satisfying its obligations under Sectior2g) hereof, and provided further, that
LMC shall consider in good faith the reasonablaiestis of SpaceCom with respect to reducing thes @rgt expenses being incurred by LI
in connection therewith.

SECTION 4.3 GOVERNING LAW. THIS AGREEMENT SHALL BEOVERNED BY AND INTERPRETED AND ENFORCED IN
ACCORDANCE WITH THE SUBSTANTIVE LAWS OF THE STATE ®BNEW YORK WITHOUT GIVING EFFECT TO THE CHOICE
OF LAW PRINCIPLES THEREOF (EXCEPT IN THOSE CIRCUMSNCES WHERE THE CORPORATE LAW OF THE COMPANY'S
JURISDICTION OR ORGANIZATION REQUIRES THE APPLICADOIN OF THE LAW OF THE COMPANY'S JURISDICTION OF
ORGANIZATION WITH RESPECT TO A PARTICULAR MATTER).

SECTION 4.4 NOTICES. All notices and other commatins hereunder shall be in writing and shall éended given upon (a) transmitter's
confirmation of a receipt of a facsimile transmissi(b) confirmed delivery by a standard overnicgntrier or when delivered by hand or (c)
the expiration of five Business Days after the dénen mailed by
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certified or registered mail, postage prepaid, esisied at the following addresses (or at such atieess for a party as shall be specified by
like notice):

(i) If to LMC or Loral, to:

Lockheed Martin Corporation 6801 Rockledge DriveHgsda, MD 20817 Telephone: (301) 897-6125 Teledépy (301) 897-6333
Attention: Frank H. Menaker, Jr., General Counsel

and to:

Skadden, Arps, Slate, Meagher & Flom
919 Third Avenue New York, New York 10022 Telephof#i2) 735-3000 Telecopy No.: (212) 735-2000 Atitem Peter Allan Atkins, Esq.

and to:

O'Melveny & Myers One Citicorp Center 153 E. 53ice8t New York, New York 10022 Telephone: (212) 2880 Telecopy No.: (212)
326-2160 Attention: Jeffrey J. Rosen, Esq.

(ii) If to SpaceCom, to:
Loral Space & Communications Ltd.

600 Third Avenue
New York, New York
Telephone: (212) 697-1105
Telecopy No.: (212) 602-9805
Attention: Eric J. Zahler, General Counsel
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with a copy to:

Willkie Farr & Gallagher

One Citicorp Center

153 E. 53rd Street

New York, New York 10022

Telephone: (212) 821-8000

Telecopy No.: (212) 821-81 11

Attention: Robert Hodes, Esq.
Bruce R. Kraus, Esqg.

SECTION 4.5 SUCCESSORS AND ASSIGNS; RECLASSIFICAR®) NO THIRD PARTY BENEFICIARIES. This Agreementdall of
the provisions hereof shall be binding upon anderia the benefit of the parties and their respectuccessors and permitted assigns, but
neither this Agreement nor any of the rights, ies¢s or obligations hereunder shall be assignexhipyarty hereto (whether by operation of
law or otherwise) without the prior written consenfthe other parties hereto (which consent maybeatnreasonably withheld), except that
any party shall have the right, without the consdrainy other party hereto, to assign all or aiporof its rights, interests and obligations
hereunder to one or more direct or indirect subsi€ls, but no such assignment of obligation sleditve the assigning party from its
responsibility therefor. In the event of any retalpiation or reclassification of any SpaceCom Sities, or any merger, consolidation or of
transaction with like effect, the securities issuredeplacement or exchange for such SpaceCom iesighall be deemed SpaceCom
Securities hereunder. This Agreement shall be bipndpon and inure solely to the benefit of eaclypaereto, and nothing in this Agreement,
express or implied, is intended to or shall confgon any other person any rights, benefits or réeseaf any nature whatsoever under or by
reason of this Agreement.

SECTION 4.6 COUNTERPARTS. This Agreement may becated in two or more counterparts, each of whidldie deemed an original,
but all of which together shall constitute one #melsame instrument.

SECTION 4.7 FURTHER ASSURANCES. Each party heretpayson subject hereto shall do and perform osean be done and performed
all such further acts and things and shall exeantedeliver all such other agreements, certificatstruments and documents as any other
party hereto or person subject hereto may reaspmeglest in order to carry out the intent and aqulsh the purposes of this Agreement
the consummation of the transactions contemplageelly.

SECTION 4.8 INTERPRETATION. The descriptive headimgrein are inserted for convenience of refereméeand are not intended to be
part of or to affect the meaning or interpretatdrthis Agreement. Unless otherwise specified ia fkgreement, all references in this
Agreement to "days" shall be deemed to be refeseticealendar days.
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SECTION 4.9 SUMMARY PROCEEDING. No dispute arisiwgh

respect to this Agreement where the amount in owatsy as to at least one party, exclusive of @sieand costs, exceeds One Million Dollars
($1,000,000) (a "SUMMARY PROCEEDING"), shall bedated except in the Superior Court of the StatBelware (the "DELAWARE
SUPERIOR COURT") as a summary proceeding purswaRttes 124-131 of the Delaware Superior Courgrnyr successor rules (the
"SUMMARY PROCEEDING RULES"). Each of the parties&t® hereby irrevocably and unconditionally (i) suts to the jurisdiction of th
Delaware Superior Court for any Summary Proceediigagrees not to commence any Summary Proceexdingpt in the Delaware Super
Court, (iii) waives, and agrees not to plead amtke, any objection to the venue of any Summargéd#ding in the Delaware Superior Court,
(iv) waives, and agrees not to plead or to make céaim that the Delaware Superior Court lacks eas jurisdiction over it, and

(iv) waives its right to remove any Summary Prodegdo the federal courts except where such cargwvested with sole and exclusive
jurisdiction by statute

SECTION 4.10 SPECIFIC PERFORMANCE. Each of theipartiereto acknowledges and agrees that in the effany breach of this
Agreement, each non-breaching party would be irapga and immediately harmed and could not be mad@e by monetary damages. It is
accordingly agreed that the parties hereto (a)wadlle, in any action for specific performance, da¢ense of adequacy of a remedy at lawn
(b) shall be entitled, in addition to any other ezty to which they may be entitled at law or in @guio compel specific performance of this
Agreement in any action instituted in any coureregd to in Section 4.9 hereof.
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IN WITNESS WHEREOF, each of the parties has catisiscExchange Agreement to be executed on its bbials officers thereunto duly
authorized, all as of the day and year first aborigen.

LORAL SPACE & COMMUNICATIONS
LTD.

By: /s/ Eric J. Zahler

Nare: Eric J. Zahler
Title: Vi ce President &
General Counsel

LOCKHEED MARTIN CORPORATION

By: /s/ Frank H Menaker, Jr.

Nare: Frank H. Menaker, Jr.
Title: Vi ce President and
General Counsel

LORAL CORPORATION

By: /s/ Eric J. Zahler

Narme: Eric J. Zahler
Title: Vice President &
General Counsel
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EXHIBIT 10.15
AMENDMENT
to the
AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSH IP
of
GLOBALSTAR, L.P., DATED AS OF DECEMBER 31, 1994

This Amendment ("Amendment") to the Amended andd&ed Agreement of Limited Partnership of GlobaildtaP. (the "Partnership"),
dated as of December 31, 1994 ("Agreement") byaandng Loral/QUALCOMM Satellite Services, L.P., al@eare limited partnership
("LQSS" or the "Managing General Partner"), Glotml§ elecommunications Limited, a company organizneder the laws of Bermuda
("GTL" and together with LQSS, the "General Parstigrand all of the limited partners set forth be signature pages hereto (collectively
referred to herein as the "Limited Partners" aadether with the General Partners, the "Partneshgll be effective as of the 6th day of
March, 1996 on the following terms and conditions:

WHEREAS, GTL has made an offering (the "Offeringf}6 1/2% Convertible Preferred Equivalent Obligat due 2006 (the "CPEQOs");
WHEREAS, the Partnership requires additional capitaccomplish its purposes;

WHEREAS, it is in the best interest of the Parthgr$o acquire such additional capital by contribntfrom GTL and to issue to GTL
preferred partnership interests as described hearth

WHEREAS, the parties hereto desire to effect thisedment for the purposes of issuing such prefqraethership interests to GTL;

NOW, THEREFORE, the Partners, in consideratiorheffiremises and their mutual agreements as heeriisat forth, do hereby agree
amend the Partnership Agreement as follows:

1. All references to "Loral" or "Loral Corporationi the Partnership Agreement shall be deemedf¢o t@ Loral Space & Communications
Ltd. ("Loral SpaceCom") upon the transfer of Paish@ Interests by Loral Corporation or its subeiidis to Loral SpaceCom or its
subsidiaries, all as contemplated in that certastRicturing, Financing and Distribution Agreemeatied as of January 7, 1996, among
Lockheed Martin Corporation, Loral and certain sdiasies of Loral.



2. The following definitions in ARTICLE Il of thi&\greement are hereby amended in their entiretgaol as follows:

"Authorized Partnership Interests" means the sufy) 65,448,837,

(i) 4,230,769.231 (or up to 5,076,923.077 to thet that the oveallotment option granted to the Initial Purchassemxercised) and (iii) tr
number of Ordinary Partnership Interests issuapteiexercise of the warrants issuable to certaim®is or Affiliates thereof and to GTL in
connection with the guarantee of the Partnershbigigations under the Globalstar Credit Agreemprdyided that any greater number of
Authorized Partnership Interests may be authorizsd time to time with the Consent of the Partners.

"Certificate of Limited Partnership” means the @iedte of Limited Partnership of Globalstar, Lfffed with the Secretary of State of the
State of Delaware on December 31, 1994 pursuahet®elaware Act, as it may be amended from tintée.

"Minimum Gain" has the meaning specified in TregdRegulation
Section 1.704-2(b)(2) for "partnership minimum dain

"Partnership Interest” means an interest (whethdinary or preferred as the context may requirgdh@éPartnership of a General Partner, a
Limited Partner, or both, as the context may rexjprovided however, that with respect to mattelating to the voting of Partnership
Interests, except as provided in Section 13.02tefma shall refer only to Ordinary Partnership tests. The Partners' respective equity
interests in the Partnership are represented bipdhmership Interests they hold, as set forthare8ule A of this Agreement.

"Percentage Interest” means the ratio, expressagarcentage, that the number of Ordinary Pattietaterests held by a Partner bears to
the total number of Ordinary Partnership Interestistanding.

3. ARTICLE II--DEFINITIONS of the Partnership Agneent is amended by adding thereto the followingnitédns:

"Accounting Period" means a period beginning onfifs¢ day after the end of the prior AccountingiBe and ending on the earlier of (i) the
end of the PartnershipGs fiscal year, (ii) the ehthe Partnership's tax year,

(iii) the day prior to the day on which there imaterial adjustment to the Book Values of the RadhipGs assets under Section 8.05(c) or
(iv) such other date as determined by the Committee

"Adjusted Income" means the excess, if any, ofstma of (a) Operating Income plus (b) Capital Tratiea Gain plus (c) the deductions for
depreciation and amortization taken into accoumbimputing Operating Loss over the sum of (d) Ojregd_oss and (e) Capital Transaction
Loss. All the elements of
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Adjusted Income are reduced by the amounts thelemfated under Sections 5.02, 5.04 and Sectids(&.0

"Average Market Value" means the arithmetic avem@ighe Current Market Value of the GTL Common &téar the ten Trading Days
ending on the second Business Day prior to thei@ape date of payment.

"Conversion Ratio" has the meaning ascribed to $eiwh in Section 3.1 of Schedule C to this Agreeimen

"CPE Representative" means the representativeeo@dimmittee designated by the holders of CPEOswiinlig a GTL Deferral Trigger
Event.

"CPEO Effective Date" means the date on which tR&QGs are issued and GTL contributes the net predeech the sale of such CPEOs to
the Partnership.

"Current Market Value" means the average of thé laigd low sales prices of the GTL Common Stoclepsnted on the Nasdaq National
Market or any national securities exchange uporclwtiie GTL Common Stock is then listed for the Tmgday in question.

"Distribution Arrearages" means the amount of Schexti Distributions that the Partnership has elettetkfer that remain unpaid.

"Distribution Make-Whole Payment" means the paynukrg to GTL with respect to the PPIs called foeradtion pursuant to a Provisional
Redemption, which payment shall be equal to thegmevalue of the aggregate amount of ScheduletiliRitons thereafter payable on such
PPIs during the Distribution Make-Whole Period, @fhshall be calculated using the bond equivalezitlyon U.S. Treasury Notes or Bills
having a term nearest in length to that of theribistion Make-Whole Period as of the Notice Date.

"Distribution Make-Whole Period" means the periddime from the Provisional Redemption Date to tihied anniversary of the date on
which CPEOs are first issued by GTL.

"Globalstar Credit Agreement" means that certaied@rAgreement dated as of December 15, 1995, atfenBartnership, Chemical Bank
and the banks signatories thereto.

"Globalstar Interest Payment Notice" means writietice delivered to GTL, with a copy to the Trustegthe Partnership notifying GTL of

(i) whether the Partnership has elected to defeatiplicable Scheduled Distribution pursuant topteevisions of this Agreement and (ii) if it
has not elected to defer such Scheduled Distributidiether it will pay such Scheduled Distributi@) in cash, (B) by delivery of Ordinary

Partnership
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Interests or (C) through any combination of theefming. Such Notice shall be delivered at leadB@2§iness Days prior to the applicable
Scheduled Distribution Payment Date and shall éoratay other information required by
Section 2.3 of Schedule C to this Agreement.

"Globalstar Redemption Notice” means written notleéivered to GTL by the Partnership notifying GoL(i) the Partnership's election to
redeem any Preferred Partnership Interests pursoidimé provisions of this Agreement and (ii) wheeth will make such redemption (A) in
cash, (B) by delivery of Ordinary Partnership lets or (C) through any combination of the foregoBuch Notice shall be delivered at least
20 Business Days prior to the applicable Redemgdiate and shall contain the information required by

Section 2.3 of Schedule C to this Agreement.

"GTL Common Stock" means the common stock, parev&Ll00 per share, of GTL.

"GTL Conversion Price" shall mean the conversiangof the CPEOSs, adjusted upon the occurrencertdia dilutive events as set forth in
the Indenture.

"GTL Deferral Election" means the election of thealsd of Directors of GTL to defer the payment ofiestallment of interest due on the
CPEOs on an interest payment date, or any portierttiereof.

"GTL Deferral Trigger Event" means the deferral®YyL of the payment of interest due on the CPECaniraggregate equal to six quarterly
interest payments.

"GTL Interest Payment Notice" means written notiedivered to the holders of the CPEOs and the Pasitip notifying them (i) whether
GTL has elected to defer the payment of an intgraginent pursuant to a GTL Deferral Election andf(it has not elected to defer such
interest, whether GTL is paying the installmenintérest due on the applicable interest paymem iiatA) cash, (B) GTL Common Stock or
(C) through any combination of the foregoing. Stidice shall be delivered at least 12 Business [paigs to the applicable interest paym
date and shall contain any information pertinerguoh payment.

"GTL Response Redemption Notice" means writtenceatielivered to the holders of the CPEOs and tinm&sahip, with a copy to the
Trustee, notifying them of whether GTL is paying tiedemption price of and interest (including apgliable interest makehole payment
on such CPEOs in (i) cash, (i) GTL Common Stockiigrthrough any combination of the foregoing.chuNotice shall be delivered at least
12 Business Days prior to the applicable redempiete and shall contain any information pertinerguch redemption.
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"Indenture" means that certain Indenture, dateaf &arch 6, 1996, between GTL and the Trustee.
"Initial Purchasers" means the initial purchasdrhe CPEOSs set forth in the Purchase Agreement.

"Mandatory Redemption Date" means March 1, 2008viged, however, that, if such date shall not fBaisiness Day, then the Mandatory
Redemption Date shall be the next Business Day.

"Notice Date" means the date of mailing of a noti€erovisional redemption of CPEOs by GTL to tledders of CPEOs.
"Offering Memorandum™ means the offering memorangddated February 29, 1996, relating to the CPEOs.
"Optional Redemption” has the meaning specifieBeation 2.7 of Schedule C to this Agreement.

"Optional Redemption Date" means the Redemptiomr Bratan Optional Redemption as specified in Sac?id@ of Schedule C to this
Agreement.

"Ordinary Partnership Interests” or "OPIs" meangreaship interests, general or limited, as the caay be, in the Partnership, which
interests are not entitled to the preferentialcatmn of profits and losses set forth in Sectidifa).

"Outstanding” when used with respect to PPls meaef the date of determination, all PPIs issugdymant to this Agreement except PPIs
theretofore canceled by the Partnership or deld/ezghe Partnership for cancellation, pursuametiemption or conversion.

"Preferred Partnership Interests" or "PPIs" meamerpl partnership interests in the Partnersh@ggc#pital contributions for which are set
forth in Section 4.01(d) and for which separatei@hpccounts will be maintained and that havetigbts to convert into Ordinary
Partnership Interests as set forth in Article fiSezhedule C hereto, the rights to distributiortsfegh in Section 5.05(a) and the right to
allocations set forth in Section 5.01(a) and thatsaubject to redemption under Article 1l of Schied@ hereto.

"Provisional Redemption” has the meaning specifieflection 2.6 of Schedule C to this Agreement.

"Provisional Redemption Date" means the Redemidiate for a Provisional Redemption as specifieddnti®n 2.6 of Schedule C to this
Agreement.

"Purchase Agreement" means that certain PurchaseeAgent, dated February 29, 1996, among GTL, thiaétahip and Lehman Brothers
Inc., Bear, Stearns & Co. Inc., Donaldson, Lufkin &
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Jenrette Securities Corporation and Unterberg Harrs as the Initial Purchasers.

"Redemption Date", when used with respect to ariy@®PBe redeemed, means the date fixed for sudmmption by or pursuant to this
Agreement and includes the Provisional Redemptiatethe Optional Redemption Date and MandatoryeRgdion Date, as the case may
be.

"Redemption Price", when used with respect to aPlt® be redeemed, means the price at which d Ietredeemed pursuant to this
Agreement.

"Regular Record Date" for the distribution payatseany Scheduled Distribution Payment Date meabsugey 15, May 15, August 15 or
November 15 (whether or not a Business Day), asdbe may be, next preceding such Scheduled RistibPayment Dat¢

"Scheduled Distribution" means the distribution g@ialg on a Scheduled Distribution Date by the Pastrip in respect of the PPIs, which
payment, subject to Section 5.05(d), may be deddryethe Committee in its sole discretion.

"Scheduled Distribution Payment Date" means Marcluhe 1, September 1 and December 1, commenaiegl]u 996; provided, however,
that if such date shall not be a Business Day, slueh date shall be the next Business Day.

"Stated Value" shall equal $275,000,000 in the eggte (and if the over-allotment option granteth®lnitial Purchasers is exercised from
time to time, plus such additional amount as shailial the principal amount of the additional CPpOichased upon exercise of such opti

"Trading Day" means (a) if the GTL Common Stockstged or admitted for trading on the New York St@&xchange or another national
securities exchange, a day on which such GTL Com&took actually trades on the New York Stock Exgjeaor another national securities
exchange, (b) if the GTL Common Stock is quotedhenNasdaq National Market, a day on which the @bBimmon Stock actually trades or
(c) if the GTL Common Stock is not so listed, adedtfor trading or quoted, any Business Day on tviiie GTL Common Stock actually
trades.

"Trigger Percentages" means the percentages setifidbection 2.6 of Schedule C to this Agreemeat triggers the Partnership's option to
redeem the PPIs pursuant to a Provisional Redemptio

"Trustee" means the Person named as the "Trustdb&ilndenture and any successor Trustee.
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4. ARTICLE II--DEFINITIONS of the Partnership Agneent is further amended by deleting therefrom dtieving definition:
"Discontinuing Partner"
5. Article IV, Section 4.01(a) is hereby amendedsrentirety to read as follows:

LQSS has made, or will make, at the times anderatinounts set forth in its Subscription Agreemessh Capital Contributions to the
Partnership in the amount set forth in Scheduleefeto in return for 18,000,000 Ordinary Partnershtprests.

6. Article IV, Section 4.01(c) is hereby renamed)”(@nd amended in its entirety to read as follows:

"(c) GTL has made cash Capital Contributions toRhetnership in the amount of $186 million in retfmr 10,000,000 Ordinary Partnership
Interests."

7. Article IV, Section 4.01 is hereby amended bgliag thereto a new section (d):

"(d) On the CPEO Effective Date, GTL will contrileuthe net proceeds of the Offering to the Partmeh described in the Offering
Memorandum in return for PPIs with an aggregate faoount equal to the principal amount of the CPE&sd by GTL in the Offering. Tl
face amount of each PPI shall be $65. The aggregateibution and face amount of the PPIs shaBdidorth in an amendment to Schedule
A. If on or after the CPEO Effective Date, the cadlotment option granted to the Initial Purchademxercised (as described in the Offering
Memorandum), in full or in part, then GTL shall ¢dbute the additional net proceeds from the esercif such option to the Partnership in
return for additional PPIs which shall be reflecite@ similar manner in Schedule A."

8. Article IV, Section 4.02 is hereby amended $neittirety to read as follows:

"Each Limited Partner has made, or will make attiimes and in the amounts set forth in its SubsionpAgreement, cash Capital
Contributions to the Partnership in the amounfah on Schedule A hereto in return for the numifeDrdinary Partnership Interests set
forth on such Schedule A. The total number of deafinership Interests is 19,000,000."
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9. Article IV, Section 4.05(a) is hereby amendedsrentirety to read as follows:

The Partnership shall maintain a separate accouiaich class of Partnership Interests held bytaé&aas part of its books and records. A
Partner's "Capital Account" for a class of Parthgrénterests shall be credited with (a) the amadrttash contributed to the Partnership by
the Partner, and, in addition in the case of LGB&Book Value of any property contributed andaheunt referred to in Section 4.01(b)(i
(b) allocations of Adjusted Income, Operating Inegr@apital Transaction Gain and COD Income to tnér and (c) the amount of any
Partnership liabilities assumed (or taken subg@cby such Partner and shall be debited with (dcations of Operating Loss and Capital
Transaction Loss to the Partner and (e) the amafurdsh distributions and the fair market valuay property distributed to the Partner and
(f) the amount of any Partner liabilities assumerdt@ken subject to) by the Partnership. The faregprovisions and the other provisions of
this Agreement relating to the maintenance of Gapitcounts are intended to comply with TreasurgiRations under Section 704(b) of the
Code and, to the extent not inconsistent with tlaeipions of this Agreement, shall be interpretad applied in a manner consistent with ¢
Regulations.

10. Article 1V, Section 4.05(c) is hereby amendedts entirety to read as follows:

"If the Partnership distributes OPIs with respedPPIs under

Section 5.05(a)(iii), a portion of the Adjusted @apAccount for such PPIs will be transferred twls OPIs. The transferred amount shall be
equal to the lesser of: (i) the amount of the ddistribution obligation on the PPIs discharged iy distribution of such OPIs, (ii) the excess,
if any, of the prior allocations of Adjusted Incortmesuch PPIs under Sections 5.01(a)(i) and (ii@rahe sum of the prior allocations of Loss
to such PPIs under Section 5.01(c)(iii), prior andrent distributions on such PPIs under

Section 5.05(a)(ii) not paid in OPIs and the iniidjusted Capital Accounts of OPIs previously isgun payment of distributions under
Section 5.05(a)(ii) or (iii) an amount per distribd OPI equal to the Adjusted Capital Account fotstanding OPI with the highest Adjusted
Capital Account. Any excess of (ii) over the lessi(i) or (iii), shall be transferred among thertRarship Interests as provided in Subsection

(e)."
11. Article IV, Section 4.05 is further amendeddulding thereto a new section (d):
"If the Partnership distributes OPIs in connectigth a redemption or conversion of PPIs under Aetitor 1l of
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Schedule C hereto, the Adjusted Capital Accourthefredeemed or converted PPIs (after reductioarigrcash or the fair market value of
other property paid by the Partnership as pami@fédemption or conversion) shall be transferoeslith distributed OPIs; provided, howe
that the amount transferred shall not exceed aruatper distributed OPI equal to the Adjusted Gapiccount for the outstanding OPI with
the highest Adjusted Capital Account. Any portidrite Adjusted Capital Account of the redeemedanverted PPI that cannot be
transferred to the distributed OPIs, shall be fiemnsd among the Partnership Interests as provid&adibsection (e)."

12. Article 1V, Section 4.05 is further amendeddaulding thereto a new section (e):

"The excess amounts described in Subsections dcjdirshall be transferred first to the PPIs akvifere Adjusted Income to the extent
provided for in the allocation of Adjusted Incomeder Section 5.01(a), then under Section 5.01(8)tlaen to all OPIs (including the OPIs
being distributed) in accordance with their Peragatinterests."

13. Article V, Section 5.01 is hereby amendedsreittirety to read as follows:

SECTION 5.01. Allocations Generally. After the alidions in Sections 5.02 and 5.04 at the end df Aacounting Period, Adjusted Income,
Operating Income, Operating Loss, Capital TraneadBain and Capital Transaction Loss will be altedaas follows:

(a) Allocation of Adjusted Income to PPIs. Adjustadome will be allocated to the Capital Accountim@ined for the outstanding PPIs:

(i) in the amount equal to the excess of priorcatmns of Operating Loss and Capital Transactiosslto currently outstanding PPIs under
subsections (c)(iii) over prior allocations to themder this subsection (a)(i);

(i) then in the amount necessary to bring the @apiccount of each outstanding PPI to $65;

(iii) then in an amount equal to a cumulative 6 4P per annum simple interest return on the &éameunt of each outstanding PPI; this
return shall be computed on the basis of a 360yday with twelve 30-day months;

(iv) then in an amount equal to the excess ofl{&)dumulative United States federal, state and lnocame taxes imposed on the cumulative
excess of the
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amounts of income allocated to PPIs under this é&ment (including allocations under this Subsect&(iv) and Subsection (a)(v))that are
subject to tax by those jurisdictions over the antswf tax losses allocated to the PPIs pursuathigoAgreement that, under the laws of the
particular jurisdiction, could be carried back arreed over to offset such taxable income by a Betancompany holding the PPIs that was
engaged in business in the United States othetiseby being a Partner in the Partnership ovepi(gy allocations under this Section 5.01
@(@v).

(v) then in an amount equal to the excess of the &u(x) the cumulative amounts of branch profitses that were imposed on the holder of
each outstanding PPl under

Section 884 of the Code for prior and current dauaeemed distributions with respect to suchregeand (y) the branch profits tax that will
be imposed on the holder of such interest undee@edtion 884 upon the future actual or deemedllisibn of taxable amounts allocated to
such interests under this Agreement (includingcalfiions under Subsection (a)(iv) (excluding allane for federal income taxes) and this
Subsection (a)(v)) over (z) prior allocations unties Section 5.01(a)(v).

(b) Allocation of Adjusted Income to OPIs. Adjustedome will then be allocated to OPIs that wesaiesl under Section 5.05(a)(iii), Section
1.2(b) of Schedule C or Article Il of Scheduleif proportion to, and to the extent that, the AtgdsCapital Account for each such OPI is
less than the Adjusted Capital Account for the unding OPI with the highest Adjusted Capital Aatbu

(c) Operating Loss and Capital Transaction Loser@jng Loss in excess of any remaining Operatingine after the allocations set forth
above and then Capital Transaction Loss in exckasyoremaining Capital Transaction Gain afterdliecations set forth above shall be
allocated:

(i) among the Partners holding OPIs in accordanite their Percentage Interests until the Adjustegi@l Account for the OPIs of such a
Partner is reduced to zero;

(i) then, among such Partners in proportion tal tmthe extent of, their Adjusted Capital Accoufaistheir OPIs;
(iii) then, to the holders of outstanding PPIs ioportion to, and to the extent of, the Adjustegi@d Accounts for their PPIs; and
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(iv) then, among the General Partners in propottiotneir Percentage Interests.

(d) Operating Income. Any Operating Income remajrafter the allocations set forth above in excé€3merating Loss will be allocated
among the Partners holding Ordinary Partnershigrésts in proportion to, and to the extent of rifigtions to be made with respect to such
OPIs under Section 5.05(c), then in proportiorata] to the extent that, negative Adjusted Capitadloint balances with respect to one or
more OPIs exceed the holder's share of Minimum @a¢hPartnership Minimum Gain, and then in accardamith Percentage Interests.

(e) Capital Transaction Gain. Any Capital Trangatiain remaining after the allocations set folibwee in excess of Capital Transaction
Loss will be allocated among the Partners holdiisother than a Delinquent Partner);

() In proportion to, and to the extent that, négafAdjusted Capital Account balances with respeane or more OPIs exceed the holder's
share of Minimum Gain and Partnership Minimum Gain;

(il) Then, in proportion to the relative amount &ach holder of an OPI that is equal to the exoéis Capital Commitment for that OPI over
the sum of its Adjusted Capital Account balancettiat OPI and prior distributions to it under Sewtb.05 until the Adjusted Capital
Accounts of the Limited Partners and GTL with regie OPIs acquired on or prior to the GTL Effeetate are equal to the excess of their
Capital Commitments with respect to such OPIs gvier distributions to them with respect to suchi©thder

Section 5.05;

(iii) Then, to LQSS until the Adjusted Capital Aaod of LQSS with respect to its OPIs acquired priothe GTL Effective Date is equal to
the excess of its Capital Commitment with respeduch Partnership Interests over prior distrimgito it with respect to such OPIs under
Section 5.05;

(iv) Then, 75% to LQSS and 25% to the other Pastnetil the ratio of LQSS's Adjusted Capital Accbfor its OPIs to the Adjusted Capital
Accounts of all OPlIs is equal to the ratio of LQSSPIs to outstanding OPIs; and

(v) Then, in accordance with Percentage Interests.
14. The introductory language in Article V, Sectm@4 is hereby amended in its entirety to reafblsvys:
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"If a Foreign Taxing Jurisdiction imposes a tax mploe Partnership, upon a subsidiary of the Pastrigior upon payments to one of the
foregoing and such tax is not borne by a thirdypasta result of a "gross up" provision, tax ind@ynor otherwise, then, to the extent that
such tax would not have been imposed on incomeathal with respect to an Ordinary Partnership ésteif any Partner holding such
Partnership Interests or a direct or indirect partn such Partner were subject only to UnitedeStaicome taxes on the income or payments
subject to tax by the Foreign Taxing Jurisdiction:"

15. Article V, Section 5.04(a) is hereby amendeitsirentirety to read as follows:

"(a) the amount of such tax shall be charged ag#iesCapital Account of such Partner for such @ady Partnership Interest and shall rec
the amounts distributable to it under Section 520"

16. Article V, Section 5.05 is hereby amended bgiragl thereto a new section (a):
"(a) Distributions to Holders of PPIs.

(i) The Partnership shall distribute pro rata om BPls an amount such that the cumulative distobsitunder this Subsection

(a)(i) equal the sum of (x) the cumulative Unitddt8s federal, state and local income taxes imposdte cumulative excess of the amounts
of income allocated to the PPIs under this Agredrtteat are subject to tax by those jurisdictionerahhe amounts of tax losses allocated to
the PPIs pursuant to this Agreement that, undelathie of the particular jurisdiction, could be d¢adrback or carried over to offset such
taxable income by a Bermuda company holding the BRit was not engaged in business in the UnitaSbtherwise than by being a
Partner in the Partnership and (y) the cumulatiamth profits taxes imposed with respect to PPéeusection 884 of the Code.
Distributions under this Subsection (a)(i) shallnbade prior to the time that the holder of the BRéquired to make payments to the relevant
taxing authority.

(if) Then, on each Scheduled Distribution PaymeateDDistributable Cash Flow and Distributable @dpgtroceeds shall be distributed to the
holder of each outstanding PPI, until cumulativ&riutions under this Subsection (a)(ii) give eaabh holder a cumulative return in an
amount equal to a cumulative 6 and 1/2% per annonpls interest return on the face amount of eadktanding PPI; this return shall be
computed on the basis of a 360-day year with twa0B+elay months.
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(iif) The Committee may determine to pay all or groytion of the amount of the distributions desedlabove in OPIs, under the procedures
set forth in Section 1.2 of Schedule C hereto. @hsthibutions under this Section (a) shall firetrhade from Distributable Cash Flow and
then from Distributable Capital Proceeds.

(iv) Each holder of a PPl must receive the amoestdbed in Subsection (a)(i) prior to, or conterapeously with, any distributions with
respect to the OPIs and, except for distributiongermit the payment of taxes imposed on the Partmethe jurisdictions in which the
Partnership does business, each holder of a PRIreuesve the amount described in Subsection )gjior to, or contemporaneously with,
any other distributions with respect to the OPIs."

17. Article V, Section 5.05(a), (b) and (c) areéi®r renamed (b) and (c) and (d) and amended antisety to read as follows:

"(b) Distributions of any remaining Distributablegh Flow shall be made among the Partners holdi*ig @ accordance with their
Percentage Interests.

(c) Distributions of any Distributable Capital Pestls remaining after the distributions set fortbvabshall be made after making the
allocations under Article V through the date oftdlgition among the Partners holding OPIs in acancg with their Percentage Interests until
the Adjusted Capital Account of a Partner with exto its OPIs is reduced to zero and then inqmtagn to, and to the extent of, any posit
Adjusted Capital Account balances for OPIs heldHgyother Partners and then, in accordance witbelReage Interests.

(d) For any year, the Partnership shall distrilit®istributable Cash Flow, provided that, excapttontemplated in the following sentence,
without the Consent of the Partners, the Partngnshii not establish any reserves more than 10%xiress of the amount of reserves for
expenditures contemplated by the Business Plaemilyrin effect for such period unless the esthiplisnt of reserves in a greater amount is
required in accordance with generally acceptedwating principles in the United States ("GAAP"),@mfirmed in writing by the
Partnership's independent accountants, the Pantpesgecifies in writing to the Partners the cogéincy for which such reserve is required
and undertakes to release the reserve at suctasintés no longer required in respect of suchiogeincy. If the Partnership shall seek to
establish reserves at a level that exceeds ehieet@% or the GAAP level described above and sesérves shall not have been approved by
the Consent of the Partners ("Excess
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Reserve"), the Partnership may require, as a dondit the distribution of such Excess Reservejidemnification of the Partnership by
each of the Partners for their share of such ExResgrve by an 18tonth surety bond or other instrument or secuggspnably acceptable
the Partnership. In order to trigger such inderoatfon, the Partnership must (1) have itemizedigthdities which prompted its call for the
Excess Reserve and (2) existing reserves musthausted. Only then and only to the extent necesaagysuch indemnification be called
upon. In any event, the period of such indemnifcabr the term of any surety bond purchased puntstgethis Section shall not exceed
eighteen months."

18. Article V, Section 5.05 is further amended bgiag thereto a new section (e):

"(e) No distribution shall be made to a Partnehwéspect to either a PPI or an OPI under thisi@eor a payment or redemption under
Article | and Il of Schedule C hereto, if such distition or payment would reduce the Adjusted Gapitccount for such Partnership Interest
to less than zero or such distribution is othenpisshibited by the Globalstar Credit Agreementmy ather applicable indenture or credit
agreement that the Partnership may enter into fiora to time."

19. Article V is further amended by deleting theoef section 5.06.

20. Article V is further amended by changing thenber of section 5.07 to 5.06.

21. Article V is further amended by adding theratoew section 5.07:

"SECTION 5.07. Terms of PPIs. The PPIs shall haeeaditional terms set forth in Schedule C hefeto.
22. Article VI, Section 6.03(c) is hereby amendedts entirety to read as follows:

"(c) Upon a GTL Change of Control or a Reductiotnterest, GTL will become a Limited Partner and eise all of its rights as a General
Partner under this Agreement, including the righappoint representatives to serve on the Comnattelethrough the GTL Independent
Directors, to veto certain actions of the Partnigrshhe Committee will thereby dissolve and alliacs previously authorized to be taken by
the Committee will thereupon be taken by the Mamad@seneral Partner as the sole General Partnaddition, upon a GTL Change of
Control or a Reduction in Interest, any PPIs theld by GTL would automatically convert into prefedrlimited partnership interests and any
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OPIs then held by GTL would automatically convetbilimited OPIs. GTL's preferred limited partnépsimterests will have the same terms
as the PPIs except that they will convert into, pagments of any OPIs with respect thereto, woeldnlade in limited OPIs rather than
general OPIs."

23. Article VIII, Section 8.05(c) is hereby amendadts entirety to read as follows:

"(c) The Book Values of all of the Partnership'seds shall be adjusted by the Partnership to @éhaalrespective gross fair market values as
of the following times: (a) the admission of a neartner to the Partnership or acquisition by astag Partner of an additional interest in the
Partnership from the Partnership (including theugition of PPIs as set forth in Section 4.01(¢D);the distribution by the Partnership of
money or property to a withdrawing, retiring or Goaing Partner in consideration for the retiremeinall or a portion of such Partner's
interest in the Partnership; and

(c) the termination of the Partnership for Federabme tax purposes pursuant to section 708(b)jI{Ehe Code; provided, however, that no
adjustment shall be made upon the issue of an @Blupnt to

Section 5.05(a)(iii) or Section 1.2(b) of Sched@leThe Partnership will not be required to makedjustment upon the exercise of a warrant
to acquire an OPI or upon a conversion of a PR3yant to Article 11l of Schedule C until the sumtbé cumulative face amount of PPIs
converted and the exercise price of warrants esedcsince the last adjustment exceeds $15,00050680ch case, the Partnership shall make
at least one adjustment during the year and, dther adjustment event occurs during the year &rdthe $15,000,000 threshold was
reached, a required adjustment shall be made the afate of the last PPI conversion or warranteserduring the year. Upon a conversiol

a PPI and an adjustment to the Book Values of Besfip assets under this Section, any resultingt@apansaction Loss shall be first
allocated to holders of OPIs whose Adjusted Capitaiounts are higher than the Adjusted Capital Aot of the OPIs acquired on exercise
of a warrant or on conversion in amounts and pribques to reduce the differences between such Aelj€apital Accounts and any resulting
Capital Transaction Gain shall first be allocatedhie Capital Account of the OPIs acquired on @gerof a warrant and on conversion in an
amounts to reduce or eliminate the amount by witiehAdjusted Capital Accounts for such OPIs are than the Capital Account for the
outstanding OPI with the highest Adjusted Capitatdunt. Any remaining Capital Transaction Gain os$ shall be allocated under

Section 5.01. The Partnership will promptly re@my such adjustment to the Partners."
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24. Article XIII, Section 13.02 is hereby amendedts entirety to read as follows:

"To the extent permitted by the Delaware Act, ud@solution of the Partnership in accordance wéht®n 13.01(b), (d) or (e), the
remaining Partners may elect to reconstitute thnBiship and continue its business on the samestand conditions set forth in this
Agreement if holders of a majority of the outstangdPPls and a Majority in Interest of the Partragnee in writing (1) to continue the
business of the Partnership and (2) to the appeintnif necessary, effective as of the date of dvdlwval, of a successor Managing General
Partner. Unless such an election is made withide8@ after dissolution, the Partnership shall cahdaly activities necessary to wind up its
affairs. If such an election is made within 90 dafter dissolution, then:"

25. A new Schedule A, in the form attached hergtall replace the existing Schedule A to the Pastrip Agreement.
26. Schedule C, in the form attached hereto, $izaidded as a schedule to the Partnership Agreement
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IN WITNESS WHEREOF, the parties hereto have exettlis Agreement as of the date first above written

LORAL/QUALCOMM SATELLITE SERVICES, L.P.
Managing General Partner

By: /s/ Mchael B. Targoff

Name: M chael B. Targoff
Title: Authorized Signatory

GLOBALSTAR TELECOMMUNICATIONS LIMITED
General Partner

By: /s/ Mchael B. Targoff

Name: M chael B. Targoff
Title:

AIRTOUCH SATELLITE SERVICES
Limited Partner

By: /s/ Eric Zahler

Name: Eric Zahler
Title:

SAN GIORGIO S.A.
Limited Partner

By: : /s/ Eric Zahler

Name: Eric Zahler
Title:

HYUNDAI/DACOM
Limited Partner

By: [/s/ Eric Zahler

Name: Eric Zahler
Title:



LORAL/DASA GLOBALSTAR, L.P.
by LORAL GLOBALSTAR, L.P., its

general partner

by LORAL GENERAL PARTNER, INC.,
its general partner

Limited Partner

By: /s/ Mchael B. Targoff

Narme: M chael B. Targoff
Title:

LORAL GLOBALSTAR, L.P.
by LORAL GENERAL PARTNER, INC.,

its general partner
Limited Partner

By: /s/ Mchael B. Targoff

Name: M chael B. Targoff
Title:

TE.SA.M.
Limited Partner

By: /s/ Eric Zahler

Name: Eric Zahler
Title:

VODASTAR LIMITED
Limited Partner

By: /s/ Eric Zahler

Name: Eric Zahler
Title:



Partner
AirTouch Satellite
Services
San Giorgio S.A.
GTL

Hyundai/DACOM
Loral/DASA

Global Star, L.P.
Loral Globalstar,
L.P.
LQSS
TESAM
Vodastar Limited

Capital Contrib
$ 37,500,000

$ 18,750,000
$186,000,000*

$ 37,500,000
$ 37,500,000
$ 37,500,000
$ 50,000,000

$ 37,500,000
$ 37,500,000

* Plus the net proceeds from the offering as dedan the Offering Memorandum

SCHEDULE A

SCHEDULE OF PARTNERS

Interests
3,000,000 OPIs

1,000,000 OPIs
10,000,000 OPIs
4,615,384.615 PPIs**
3,000,000

3,000,000

3,000,000
18,000,000

3,000,000
3,000,000

** Will be increased to 5,076,923.077 PPIs if thé@ill Purchasers' remaining o-allotment option is exercised in fu



SCHEDULE C
ARTICLE |
Covenants

SECTION 1.1. Distributions on PPIs. Cumulative aect distributions shall be payable on the PPIstfogth in Section 5.05(a)(ii) of this
Agreement on each Scheduled Distribution Paymetd Bammencing on June 1, 1996 (or, if such datets Business Day, on the next
succeeding Business Day). Subject to Section 5.0%Agreement, distributions on the PPIs shadw, as and if designated by the
Committee in its sole discretion. Distributionstbie PPIs will accrue on a [daily] basis (withoutiest or compounding) whether or not there
are unrestricted funds legally available for thgmant of such distributions and whether or not giistributions are declared. Distribution
Arrearages shall also not accrue interest.

SECTION 1.2. Payment of Redemption Price and istidns. (a) The Partnership will duly and pundiupby or cause to be paid by no

later than one Business Day prior to the date pagiment is due the Redemption Price of, and Schddbistributions, including any
Distribution Make-Whole Payment, on the PPIs, inaadance with the terms of this Agreement; provjdexvever, that the Partnership may
defer paying Scheduled Distributions on any Schestiilistribution Payment Date if the Committee stedwrines in its sole discretion, but so
long as any Distribution Arrearage remains outstagcexcept as set forth in Section 5.05(a)(ivihi¢ Agreement and Section 4.1 of this
Schedule C, the Partnership will be prohibited fimeming distributions on (i) its OPIs or (ii) prefed partnership interests that may be issued
in the future other than pro rata based on themgtien amount of such preferred partnership intsres

(b) The Partnership may elect, at its option, tp the& Redemption Price of, and Scheduled Distritmsj including any Distribution Make-
Whole Payment, on the PPIs, (i) in cash, (ii) binvdey of OPIs (in the manner described in paragrég) of this Section 1.2) or (iii) through
any combination of the foregoing forms of considieraelected by the Committee in its sole discretio

(c) If the Partnership elects to deliver any ORligu of a cash payment on the applicable dapagfment, the Partnership shall deliver, in the
aggregate, the number of OPIs equal to (i) the aolupayment that is not being paid in cash,di¥jided by: (A) in the case of Scheduled
Distributions and any Distribution Make-Whole Paym@0% of the Average Market Value of the GTL CoomS$tock; (B) in the case of all
other payments, 100% of the Average Market ValutefGTL



Common Stock; provided, however, if the Partnershigll have received a GTL Interest Payment Naitice GTL Response Redemption
Notice which indicates that GTL shall have eledtdake its corresponding payment from the procé&eds the sale of any issuance of G
Common Stock, then the valuation of the OPIs tsbeed by the Partnership pursuant to Section J(id(shall be based upon the actual p
at which such GTL Common Stock is sold.

SECTION 1.3. Certain Accompanying Payments. PRignrdered for conversion during the period fromdluse of business on any Regular
Record Date next preceding any Distribution Paynibatie to the opening of business on such DistriouBlayment Date (except PPIs called
for redemption on a Redemption Date within suchog@must be accompanied by payment in cash ohzouat equal to the distribution
thereon which GTL is entitled to receive; providdwt no payment shall be owed or payable to GthafCommittee shall have elected to
defer the distribution to be made on such DistidouPayment Date. No other adjustment for distidng, including any Distribution
Arrearages, is to be made upon conversion.

ARTICLE Il
Redemption of PPIs

SECTION 2.1. Right of Redemption; Mechanics of Reggon. (a) The PPIs may be redeemed, pursuaiithier@ Provisional Redemption
(as described in Section 2.6 of this Schedule € sach Provisional Redemption shall include thetfitiation Make-Whole Payment) or
Optional Redemption (as described in Section 2thisfSchedule C), at the election of the Partripréi whole or from time to time in part
and shall be redeemed at the Mandatory Redemptibe, @t the Redemption Prices specified in thigckeril, together with accrued
Scheduled Distributions to the Redemption Date.

(b) The Partnership shall deliver a Globalstar Reotéon Notice to GTL 20 Business Days prior to aogh Redemption Date.

SECTION 2.2. Selection by the Managing Generalrfearf PPIs to be Redeemed. If any PPI selectepdidral redemption is converted in
part before termination of the conversion righthwigspect to the portion of the PPI so selecterictimverted portion of such PPI shall be
deemed (so far as may be) to be the portion seléoteedemption. PPIs which have been converteohda selection of PPIs to be redeer
shall be treated by the Managing General Partn@uastanding for the purpose of such selectionpnbtifor the purpose of paying the
Redemption Price thereof.

For all purposes of this Agreement, unless theedrdtherwise requires, all provisions relatingite redemption of PPIs shall relate, in the
case of any PPIs redeemed or to be
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redeemed only in part, to the portion of the redéompamount of such PPl which has been or is tredeemed.

SECTION 2.3. Notice of Redemption. Whenever a Gktha Redemption Notice is required to be delivae&TL, such Notice shall state:
(1) the Redemption Date;

(2) the Redemption Price;

(3) if less than all the Outstanding PPIs are todaleemed, the identification (and, in the casgaofial redemption, the redemption amounts)
of the particular PPIs to be redeemed,;

(4) that on the Redemption Date the RedemptiorePrigether with (unless the Redemption Date $igal Scheduled Distribution Payment
Date) distributions accrued and unpaid to the Rexdiem Date, will become due and payable upon each BPI to be redeemed and that
distributions thereon will cease to accrue on dief gaid date;

(5) the Conversion Ratio, the date on which thbtrig convert the Stated Value of the PPIs to bdeemed will terminate and the place or
places where such PPIs may be surrendered for siomgand

(6) the place or places where such PPIs are toerslered for payment of the Redemption Price.

SECTION 2.4. Deposit of Redemption Price. Prioaty Redemption Date, the Partnership shall depattitthe Trustee or with GTL's
paying agent

(or, to GTL if GTL is acting as its own paying ag&rith respect to the CPEOS)

an amount of consideration sufficient to pay, ia tase of a cash payment, or deliver, in the chdeliwery of OPIs, the Redemption Price of
and (except if the Redemption Date shall be a Sdeddistribution Payment Date) the accrued SchestiDlistribution on all the PPIs which
are to be redeemed on that date (other than arsydaiéd for redemption on that date which havenlwesverted prior to the date of such
deposit, except with respect to any applicableribistion Make-Whole Payment).

If any PPI called for redemption is converted, aagh or OPIs deposited with the Trustee, GTL'srmpgigent or with GTL shall (subject to
any right of GTL to receive distributions as praxidin Section 1.3 of this Schedule C) be paid dwveleed to the Partnership upon its request.
Any Distribution Make-Whole Payment will be paid®TL on the date of conversion or Redemption Dasethe case may be.
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SECTION 2.5. PPIs Payable on Redemption Date. Naticedemption having been given as aforesaid?®le so to be redeemed shall, on
the Redemption Date, become due and payable &dtiemption Price therein specified, and from ater &uch date (unless the Partnership
shall default in the payment of the Redemptionéaind accrued Scheduled Distributions, including@istribution Make-Whole Payment)
no further distributions shall be payable or acexith respect to such PPIs. Upon surrender of ach £PI for redemption in accordance v
said notice, such PPI shall be paid, subject tdi@ed.3, by the Partnership at the RedemptioneRtagether with accrued Scheduled
Distributions to the Redemption Date.

If any PPI called for redemption shall not be smpgon surrender thereof for redemption, the Reutem Price (but not any unpaid
Scheduled Distributions or any Distribution Make-8l#hPayment) shall, until paid, bear interest fittven Redemption Date at 6 1/2% per
annum.

SECTION 2.6. Provisional Redemption. The Partn@rsiy redeem, in whole or in part (a "ProvisionatlBmption™), at any time prior to
March 2, 1999, at the Redemption Price of 103%efaggregate Stated Value of the PPIs to be redkplug accrued and unpaid Scheduled
Distributions, if any, to the date of Provisionad®mption (the "Provisional Redemption Date") hia ¢vent that the Current Market Value of
the GTL Common Stock equals or exceeds the follgWirigger Percentages of the GTL Conversion Pacatf least 20 Trading Days in any
consecutive 30 Trading Day period ending on thaifigaDay prior to the date of mailing of the Glaktat Redemption Notice if called for
Provisional Redemption in the 12-month period egditarch 1 of the following years:

Year Trigger Percentage
1997 170%
1998 160%
1999 150%

Upon any Provisional Redemption, the Partnershil shake the Distribution Make-Whole Payment wiéspect to the PPIs called for
redemption. The Partnership shall make the DistiobhuMake-Whole Payment on all PPIs called for Reggon, regardless of whether such
PPIs are converted prior to the Provisional Redampdate.

SECTION 2.7 Optional Redemption. Commencing Marchd®9, the PPIs will be redeemable at any tim&inle or in part, at the election
of the Partnership (the "Optional Redemption")x &edemption Price equal to the percentage oftdted&Value set forth below plus accrued
and unpaid Scheduled Distributions, if any, todage of Optional
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Redemption (the "Optional Redemption Date") if rgled in the 12-month period ending March 1 of tileding years:

Year Redemption Price
2000 103%
2001 102%
2002 101%

and thereafter at a Redemption Price equal to 100%te Stated Value plus accrued and unpaid Schddbistributions, if any, to the
Optional Redemption Date.

SECTION 2.8. Mandatory Redemption. Each PPI (ifesntier redeemed or converted) will be mandatoglyeemed by the Partnership on
the Mandatory Redemption Date at a Redemption Rfidé®0% of the Stated Value plus accrued and whPaheduled Distributions, if any
(including all Distribution Arrearages), to the Mfatory Redemption Date.

ARTICLE Il
Conversion of PPIs

SECTION 3.1. Conversion Privilege and Conversidoé?1Subject to and upon compliance with the piiowis of this Article, one PPI shall
convertible into one OPI (the "Conversion RatioBigh Conversion Ratio shall be adjusted in cert@ticumstances as provided in Section
3.4. Upon any conversion of CPEOs by a holder tife@TL shall convert a proportionate amount of$iato OPIs. Such conversion right
shall expire at the close of business on the Bssibay preceding the Mandatory Redemption Datease a PPI or portion thereof is called
for redemption, such conversion right in respeahefPPI or portion so called shall expire at tls& of business on the Business Day
preceding the Redemption Date, unless the Paripedsfaults in making the payment due upon redempti

SECTION 3.2. Exercise of Conversion Privilege. PRigendered for conversion during the period ftbenclose of business on any Regular
Record Date next preceding any Scheduled Distobufiayment Date to the opening of business on Sabbduled Distribution Payment
Date shall (except in the case of PPIs or portibeseof which have been called for redemption &edemption Date within such period) be
accompanied by payment in New York Clearing Hows®l$ or other funds acceptable to the Partnergtap amount equal to the Scheduled
Distribution payable on such Scheduled DistributRayment Date on the Stated Value of PPIs beingisdered for conversion. Except as
provided in the preceding sentence and subjectttidh 1.3 of this Schedule, no payment or adjustrakall be made upon any
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conversion on account of any Scheduled Distribugiotrued on the PPIs surrendered for conversiom @ccount of any Scheduled
Distributions on the OPIs issued upon conversinmd event shall the Partnership be obligated yoapg converting Holder any unpaid
Distribution Arrearages upon conversion.

PPIs shall be deemed to have been converted imtadiaior to the close of business on the dayuofender of such PPIs for conversion in
accordance with the foregoing provisions, and ehgime the rights of GTL with respect to such P$hall cease, and OPIs issuable upon
conversion shall be treated for all purposes amgaween issued at such time.

SECTION 3.3. Fractions of Interests. In the evhat GTL shall be required to pay a cash adjustrimeiitu of any issuance of fractional
interests in GTL Common Stock as provided in thdehture and GTL shall not have cash available tkensach payment, then the
Partnership shall make a cash distribution to Gifillieu of a payment of such amount in OPIs untliexr Agreement and to the extent that
funds shall be legally available thereof, to all@@L to make such cash adjustments.

SECTION 3.4. Adjustment of Conversion Ratio. Uponaajustment of the GTL Conversion Price (a "GTLustinent Event"), the
Conversion Ratio shall be adjusted so that the aftthe number of OPIs issuable upon conversiam BPI after the GTL Adjustment Event
to the number of shares of Common Stock issualia epnversion of a CPEO after the GTL Adjustmergrishall equal the ratio of the
number of OPIs issuable upon conversion of a PRiddiately prior to the GTL Adjustment Event to thenber of shares of Common Stock
issuable upon conversion of a CPEO immediatelyrpoidhe GTL Adjustment Event.

SECTION 3.5. Provisions in Case of Consolidatiomrlyer or Conveyance or Transfer of Properties asgbis. In case of any consolidation
of the Partnership with, or merger of the Partnigrgfio, any other partnership or other businedgyeror in case of any merger of another
partnership or other business entity into the Rastnip (other than a merger which does not reswhiy reclassification, conversion, excha

or cancellation of outstanding Partnership Interesta transaction governed by

Section 6.13 of this Agreement), or in case of @myveyance or transfer of the properties and as$é® Partnership substantially as an
entirety, the partnership, corporation, or othesibess entity formed by such consolidation or t@syifrom such merger or which acquires by
conveyance or transfer such properties and assetie case may be, shall execute and deliver tod@Tagreement providing that GTL shall
have the right thereafter, during the period PR&I e convertible as specified in this Articlg tb convert such PPIs only into the kind and
amount of securities, cash and other property vabé upon such consolidation, merger, conveyantensfer by a Partner holding OPIs
immediately prior to such consolidation, mergemayance or transfer,
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assuming such Partner failed to exercise its rightdection, if any, as to the kind or amount aftpership interests, securities, cash and othel
property receivable upon such consolidation, mergarveyance or transfer (provided that, if thedkim amount of securities, cash and other
property receivable upon such consolidation, mergarveyance or transfer is not the same for eatttofiOrdinary Partnership Interests in
respect of which such rights of election shall Imate been exercised ("nonelecting share"), thethiopurpose of this Section the kind and
amount of partnership interests, cash and othgrepty receivable upon such consolidation, mergaryeyance or transfer by each
nonelecting OPI shall be deemed to be the kindammdunt so receivable per share by a plurality efrtbnelecting OPIs). Such agreement
shall provide for adjustments which, for eventssaguent to the effective date of such agreemeat, st as nearly equivalent as may be
practicable to the adjustments provided for in thiicle. The above provisions of this Section skahilarly apply to successive
consolidations, mergers, conveyances or transfées Partnership will not become a party to any otidation or merger unless the terms of
such consolidation or merger are consistent with $lection.

SECTION 3.6. Taxes on Conversions. The Partnemsilipay any and all taxes that may be payablesgpect of the issue or delivery of O
on conversion of PPIs pursuant hereto.

ARTICLE IV
Subordination of PPIs

SECTION 4.1. PPIs Subordinate to All LiabilitiehéPPIs shall be subordinated and subject, toxteseand in the manner herein set forth,
in right of payment to the prior payment in full @f existing and future liabilities of the Partabip, including without limitation (i) certain
distributions made to partners in respect of tdaeied upon the operations of Globalstar; (ii) dizitions of the Management Fee; and (jii)
guarantee fees to be made to partners and othsornzein connection with their guarantee of therfeaship's obligations under the Globalstar
Credit Agreement.

SECTION 4.2. No Payments When Liabilities in DefaBlayment Over of Proceeds upon Dissolution,latthe event the Partnership shall
default in the payment of any liabilities of therfh@rship when the same becomes due and payabd¢hertat maturity or at a date fixed for
prepayment or by declaration or otherwise, thefeasmand until such default shall have been curedhoved or shall have ceased to exist, no
direct or indirect payment (in cash or property skyoff or otherwise) need be made or agreed todme on account of the PPIs (excepting
cash payment for fractional interests as set far®ection 3.3 above).
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Upon the happening of an event of default with eespo any liability, as defined therein or in thetrument under which the same is
outstanding, permitting the holders thereof to bmege the maturity thereof (under circumstancesmiiie terms of the preceding paragraph
are not applicable), unless and until such evedeédult shall have been cured or waived or shalktceased to exist, no direct or indirect
payment (in cash or property, by setoff or otheeyiseed be made or agreed to be made on accotle BPIs (excepting cash payment for
fractional interests as set forth in

Section 3.3 above).

In the event of:

(a) any insolvency, bankruptcy, receivership, ligtion, reorganization, readjustment, compositioatber similar proceeding relating to the
Partnership or its property;

(b) any proceeding for the liquidation, dissolutmmother winding up of the Partnership or its gndyp;
(c) any assignment by the Partnership for the lieok€reditors; or
(d) any other marshaling of the assets of the Bestrip;

all liabilities (including any interest thereon aging after the commencement of any such proceslisttall first be paid in full before any
payment or distribution (direct or indirect), whethin cash or property, by setoff or otherwise,chiee made on account of any PPIs.

SECTION 4.3. Voting Rights. Except as requireddy,lthe PPIs will not have any voting rights. Ugo@TL Deferral Trigger Event, (i) the
number of members of the Committee will be incredsgone and the holders of the CPEOSs, voting séglgras a class with the holders of
any other securities upon which similar voting tgghave been conferred and are exercisable, wéhtided to elect one representative to the
Committee (the "CPE Representative"). The CPE Repttative will promptly resign upon receipt of metfrom GTL that all Distribution
Arrearages with respect to the PPIs have been paid.
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EXHIBIT 10.16

FIRST AMENDMENT TO THE GLOBALSTAR, L.P.
REVOLVING CREDIT AGREEMENT

FIRST AMENDMENT, dated as of March 25, 1996 (theridhdment”) to the Revolving Credit Agreement, datedf December 15, 1995
(as such agreement may be amended, supplemenéteorvise modified from time to time, the "Credigi@ement”) among GLOBALSTAI
L.P., a Delaware limited partnership (the "BorroWethe several financial institutions parties frdme to time thereto (the "Banks") and
CHEMICAL BANK, a New York banking corporation, adrainistrative agent (the "Administrative Agent").

WITNESSETH:

WHEREAS, pursuant to the Credit Agreement, the Bardve severally agreed to make Loans to the Bemrowon the terms and subject to
the conditions set forth therein;

WHEREAS, Loral Corporation ("Loral") has guarantgeyyment of the Obligations (as hereinafter defiprdsuant to the Guarantee date
of December 15, 1995 (the "Loral Guarantee") byalor favor of the Administrative Agent;

WHEREAS, contemporaneous with the execution aretéffeness of this Amendment, Loral is being aeguly Lockheed Martin
Corporation, a Maryland corporation ("Lockheed M#jt and Loral has requested that the Banks aad\iministrative Agent consent to the
amendments to the Credit Agreement contained hararithe termination and release of the Loral Guageaas provided herein, and the
Banks and the Administrative Agent are willing t sb;

NOW, THEREFORE, in consideration of the premises fan other good and valuable consideration, thécsency of which is hereb
acknowledged, the Banks, the Administrative Agert the Borrower hereby agree as follows:

SECTION 1. DEFINED TERMS
Unless otherwise defined herein, terms definetténGredit Agreement shall have such meanings whked berein.
SECTION 2. AMENDMENTS

2.1 General. All references in the Credit Agreen{eriuding, but not limited to, those referencesiibsections 1.1, 2.2, 2.6, 3.4, 5.2,
Section 8, Sections 10.1, 10.2 and 10.6) to (i)ndmme "Loral" shall be deleted and replaced byntrae "Lockheed Martin", except that the
definition of "Loral" in Section 1.1 of the Credigreement shall remain unchanged,



reference to Loral in the definition of "Loan Pesdi shall remain unchanged, and the referenceert In Section 4.1 shall remain
unchanged, (ii) the term "Loral Guarantee" shaltlbketed and replaced by the term "Lockheed M&tiarantee” except that in Sections 4.1
(@), (g) and (h) the term "Loral Guarantee" shaltéplaced by the term "Original Loral Guarante®d £ii) the term "Loral Credit
Agreement” shall be deleted and replaced by tme teockheed Martin Credit Agreement”.

2.2 Amendments to Section 1.1. Section 1.1 of trezliCAgreement is hereby amended by:

(a) deleting the date "September 1, 1995" fromsa@d(iii) of the definition of "Change of Controlha substituting the phrase "the date the
Tender Offer (as defined in the Lockheed Martinditrdgreement) is consummated" therefor and dedettire name "Loral" from clauses (jii)
and (iv) of such definition and substituting then®"Loral Space & Communications Ltd." therefor;

(b) deleting the definition of "Loan Parties" is intirety and substituting therefor the following:

"Loan Parties": the Borrower and, prior to the RekeDate, (i) each Subsidiary of the Borrower widch party to a Loan Document, (ii) frc
the Closing Date through the date on which the i@aig_oral Guarantee is released, Loral, and, thitee, Lockheed Martin and (i) the other
Partner Guarantors.

(c) deleting the defined terms "Loral Credit Agresti and "Loral Guarantee" in their entirety;
(d) deleting the words "or Loral" from the defioiti of "Obligations";

(e) deleting the name "Loral" from the definitioh"®artner Collateral Account" and substituting treame Loral Space & Communications
Ltd. therefor;

(f) deleting the name "Loral" from the definitiong"Partner Guarantee" and "Partner Guarantor"safistituting the name "Loral Space &
Communications Ltd." therefor;

(9) inserting the phrase ", Loral" immediately énlling the phrase "(or their Affiliates)" appeariimgthe definition of "Partner Guarantor Fee
Arrangement” and inserting the phrase "and cedtier parties" immediately after the phrase "andfather Partner" in such definition;
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(h) deleting the words "the Loral Guarantee or otfrem clause (i) of the definition of "ReleasetB&onditions Precedent" and substituting
the word "any" therefor; and

(i) adding thereto in alphabetical order the foliogvdefined terms:

"Guaranteed Obligations": the collective referetecthe unpaid principal of and interest on the Loand all other obligations and liabilities
the Borrower to the Administrative Agent and thenBa (including, without limitation, interest acangi at the then applicable rate provided in
this Agreement after the maturity of the Loans emerest accruing at the then applicable rate plexbiin this Agreement after the filing of
any petition in bankruptcy, or the commencemergarof insolvency, reorganization or like proceedirdgating to the Borrower whether or not
a claim for post-filing or post-petition interestallowed in such proceeding), whether direct direct, absolute or contingent, due or to
become due, or now existing or hereafter incumédch may arise under, out of, or in connectiorhwihis Agreement or the Notes, in each
case whether on account of principal, interesmbeirsement obligations, fees, indemnities, cossemses or otherwise (including, without
limitation, all fees and disbursements of counsehe Administrative Agent or to the Banks that @guired to be paid by the Borrower or
pursuant to the terms of this Agreement).

"Lockheed Martin": Lockheed Martin Corporation, ailand corporation.

"Lockheed Martin Credit Agreement"; the Revolvinge@it Agreement (Five Year) to be dated as of a @afApril, 1996, and substantially in
the form delivered to the Banks on March 25, 1886ong Lockheed Martin, LAC Acquisition Corporati@s, guarantor thereunder, the
several financial institutions parties from timetitoe thereto, Morgan Guaranty Trust Company of Nexk, as Documentation Agent, and
Bank of America National Trust and Savings Assadoigtas Administrative Agent, as amended, modiéiad supplemented from time to tit
in accordance with the terms thereof but withoutrgj effect to any cancellation or termination #neft

"Lockheed Martin Guarantee": the Guarantee to lee@bed and delivered by Lockheed Martin, substiyniiathe form of Exhibit A to the
First Amendment dated as of March 25, 1996 to this
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Agreement, as the same may be amended, supplenterdgduerwise modified from time to time.

"Original Loral Guarantee": the guarantee execaiedidelivered by Loral, substantially in the forfrExhibit E, dated as of December 15,
1995.

"Preferred Equity Interests": any Equity Interesftshe Borrower that are preferred or senior imrigf payment to any other Equity Interests
of the Borrower and which have the following chaesistics:

(a) such Equity Interests are not mandatorily retd#e or redeemable at the option of the holdeetifeprior to 90 days after the
Termination Date;

(b) dividends thereon are payable no more frequénén quarterly;
(c) the dividend rate thereon is a market ratbdatitme of issuance; and

(d) such Equity Interests have other terms satisfado the Administrative Agent (the Banks herglzknowledging that the terms of the
Preferred Equity Interests to be issued by the ®weer to Globalstar Telecommunications, Ltd. ("GTld)connection with the issuance by
GTL of its $300,000,000 % Convertible Preferred iZglent Obligation due 2006 are satisfactory).

2.3 Amendments to Section 2. Section 2 of the Crglieement is hereby amended by:

(@) (i) inserting the word "Guaranteed" immediatiljyowing the phrases "Payment of all the" and tnore than 60% of the" and "no less
than 40% of the" in Section 2.2(a) and (ii) ingegtthe words "or the Applicable Partner" immediafellowing the phrase "(unless
Obligations are otherwise due) if the Borrower" eging in the first sentence of Section 2.2(e) deldting the word "principal” from the last
sentence of Section 2.2(e); and

(b) (i) deleting the word "At" at the beginning $éction 2.6(c) and substituting the word "Upon'réffier, (ii) deleting the word "and"

immediately preceding the "(iii)" appearing theraimd substituting a "," therefor
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and (iii) inserting immediately after the end ofuase (iii) of such subsection the following:

or by other guarantees, collateral or credit supgatisfactory to the Required Banks and (iv) @ @ommitments would exceed $250,000,000
after giving effect to such increase, Lockheed Marbnsents to such increase.

2.4 Amendment to Section 6.6. Section 6.6 of thed@Agreement is hereby amended by deleting thel ar" immediately preceding the

"(b)" appearing therein and substituting a "," #fer and inserting at the end of the first sentesfaich subsection the following:
or (c) in respect of Preferred Equity Interests.

2.5 Amendments to Section 8. Section 8 of the Crglieement is hereby amended by:

(a) deleting from clause (a)(iii) thereof the plaras

or Loral shall default in the observance or perfance of any agreement contained in Section 10eoktinal Guarantee incorporated from
Section 6 of the Loral Credit Agreement; or

(b) deleting from clause (a)(iv) thereof the phrase

or Loral shall default in the observance or perfance of any agreement contained in Section 10eoktinal Guarantee incorporated from
Section 5 of the Loral Credit Agreement, and suefadlt shall continue unremedied for a period otiags;

(c) deleting clause (a)(ix) thereof in its entiratyd substituting therefor the following:
(iX) An Event of Default under Section 11 of theckbeed Martin Guarantee shall occur.

and (d) deleting the "s" from the word "paragrapyspearing in clause (A) of Section 8(b)(i) ancetiah the phrase ", (a)(iii) or
(a)(iv)" appearing in such clause.

2.6 Amendments to Section 10. Section 10 of theli€Agreement is hereby amended by:
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(a) inserting immediately before the word "or"ta £nd of clause (a) which appears in the secamedrsee of Section 10.1 the following:

and in the case of any extension of the Termindiiate, the written extension of the time of payn&rinterest on any Loan in an aggregate
amount exceeding $15,000,000 for more than six h®ot the extension of the Commitment Period, wittibe written consent of Lockheed
Martin

(b) deleting from Section 10.1 all of clause (b)iehhappears in the second sentence thereof antltatibg therefor the phrase "(b)
[INTENTIONALLY OMITTED]";

(c) inserting at the end of clause (d) which app&athe second sentence of Section 10.1 the fallpw

amend, modify or waive any provision of this Secti®.1 that requires the consent of Lockheed Mavtihout the written consent of
Lockheed Martin or

(d) inserting the words "and Lockheed Martin" imnagely before the word "or" appearing at the endlafise (g) which appears in the sec
sentence of Section 10.1;

(e) inserting the phrase "or Section 2.6(a) oriBer@.6(c)" immediately following the words "ame8dction 2.2" appearing in clause (h)
which appears in the second sentence of Subseldidn

(f) deleting from Subsection 10.2 the referenckdrmal and its address therein and substitutingetfoerthe following:
Lockheed Martin Corporation 6801 Rockledge DriveHgsda, Maryland 20817 Attention: Treasurer

(9) deleting the word "Clause” from the last seoteaf
Section 10.6(a) and substituting therefor the ght&ections 2.2 and 2.6 and Clauses (a), (d),nd) therefor and inserting the phrase "to the
extent provided therein" at the end of such semtenc
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SECTION 3. TERMINATION AND RELEASE OF THE LORAL GURANTEE

The Banks hereby agree that upon satisfactionl ¢fi@iconditions precedent in Section 4 hereolitv@l Guarantee shall be terminated and
released as of the Amendment Effective Date.

SECTION 4. CONDITIONS TO EFFECTIVENESS

This Amendment shall become effective, and the L@tarantee shall be terminated and released,efirgt day (the "Effective Date") that
the following conditions precedent are satisfied:

4.1 Consent of all the Banks. The AdministrativeeAgshall have received an executed counterpainishAmendment signed by the
Borrower and each Bank.

4.2 Lockheed Martin Guarantee. The AdministratigeAt shall have received an executed copy of tlokheed Martin Guarantee.

4.3 Legal Opinion. The Administrative Agent shali received executed legal opinions of counskbtkheed Martin substantially in the
form of Exhibit B hereto.

4.4 Closing Certificate. The Administrative Agehtfi have received a Closing Certificate of Lockih&&artin, dated the date hereof,
substantially in the form of Exhibit C hereto, wabpropriate insertions and attachments, satigfaagidorm and substance to the
Administrative Agent and its counsel, executed loluly authorized officer of Lockheed Martin.

4.5 No Proceeding or Litigation; No Injunctive ReliNo action, suit or proceeding before any aabitr or any Governmental Authority shall
have been commenced, no investigation by any Gavental Authority shall have been commenced, n@agcsuit, proceeding or
investigation by any Governmental Authority shall/a been threatened and no Requirement of Lawsénadl been enacted or proposed, in
each case as of the Effective Date (i) seekingstrain, prevent or change the transactions cona&etpby the Credit Agreement (including
the Satellite Project) in whole or in part or quesing the validity or legality of the transactioosntemplated by the Credit Agreement or
seeking damages in connection with such transactioseeking to restrain, prevent or change theutan, delivery and performance of the
Lockheed Martin Guarantee or (ii) which could ressay be expected to have a Material Adverse Effect
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4.6 Audited Financial Statements of Lockheed Marfime Administrative Agent shall have received jwadtcopy for each Bank, the
consolidated balance sheet of Lockheed Martin endoinsolidated Subsidiaries as at December 35 488 the related consolidated
statements of income and of cash flows for theafigear ended on such date, reported on by Erné&w@ng LLP, which financial statements
shall have been reported on without a "going camcer like qualification or exception, or qualifigan arising out of the scope of the audit.

4.7 Tender Offer. The Tender Offer (as definechmltockheed Martin Credit Agreement) shall havenbmmsummated.
SECTION 5. MISCELLANEOUS

5.1 Representations and Warranties. The Borrowablyeconfirms that all of the representations aadranties made by the Loan Parties
contained in the Loan Documents are true and coimedl material respects on and as of the datedidother than representations as are
made as of a specific date) after giving effedchis Amendment.

5.2 No Default. The Borrower hereby confirms thatefault or Event of Default shall have occurred &e continuing on the date hereof or
after giving effect to this Amendment.

5.3 Subsidiary Guarantee. Globalstar Capital Cajgmm hereby confirms that the Subsidiary Guaratdeehich it a party is in full force and
effect and will continue to be in full force andeddt after giving effect to this Amendment and tremsactions contemplated hereby.

5.4 Counterparts. This Amendment may be executezhbyor more of the parties hereof on any numbeepérate counterparts and all such
counterparts shall be deemed to be one and theisamament.

5.5 GOVERNING LAW. This Guarantee shall be goverbgdand construed and interpreted in accordantie thie law of the State of New
York.
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IN WITNESS WHEREOF, the undersigned have causedAmendment to be duly executed and delivered by tespective duly authoriz
officer as of the day and year first above written.

GLOBALSTAR, L.P.

By: LORAL/QUALCOMM SATELLITE
SERVICES L.P., as Managing
General Partner

By: LORAL/QUALCOMM PARTNERSHIP,
L.P., as General Partner

By: LORAL GENERAL PARTNER, INC.,
as General Partner

By: /s/ N ck Mren

Title: Vice President

CHEMICAL BANK, as
Administrative Agent and as
a Bank

By: /s/Chemical Bank

BANK OF AMERICA ILLINOIS

By: /s/Steve Aronowitz

Title: Vice President

MORGAN GUARANTY TRUST
COMPANY OF NEW YORK

By: /s/Diana M | nhof

Title: Vice President

THE BANK OF NEW YORK

By: /s/Ken Sneider

Title: Vice President
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THE BANK OF NOVA SCOTIA

By: /s/J. Al an Edwards

BARCLAYS BANK PLC

By: /s/John C. Livingston

Title: Director

BAYERISCHE LANDESBANK
GIROZENTRALE

By: /s/Peter Cbermann

Title: Senior Vice President
Manager, Lending Division

BANQUE NATIONALE de PARIS

By: /s/Richard L. Sled

Title: Senior Vice President
By: /s/Thomas N. CGeorge

Title: Vice President

THE CHASE MANHATTAN BANK, N.A.

By: /s/Richard C. Snith

Title: Vice President

CIBC INC.

By: /s/ Marisa Harney

Title: Director

CITICORP USA, INC.

By: /s/Marjorie Futornick

Title: Vice President
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CREDIT LYONNAIS
CAYMAN ISLAND BRANCH

By: /s/Credit Lyonnais Caynman |sland Bank

CREDIT LYONNAIS
NEW YORK BRANCH

By: /s/Credit Lyonnais New York Branch

CREDIT SUISSE

By: [/s/ Hamilton Crawford

Title: Associate

By: /s/ Mchael C. Mast

Title: Menber of Senior Managenent

THE DAI-ICHI KANGYO BANK,
LIMITED, NEW YORK BRANCH

By: /s/KimLehry

Title: Vice President

THE FUJI BANK, LIMITED
NEW YORK BRANCH

By: [/s/Teiji Teranoto

Title: Vice President & Manager

BAYERISCHE HYPOTHEKEN-UND WECHSEL-BANK
AKTIENGESELLSCHAFT, NEW YORK BRANCH

By: /s/Bayerische Hypot heken- Und

Wechsel - Bank Aktiengesell schaft,
New Yor k Branch
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THE INDUSTRIAL BANK OF JAPAN,
LIMITED - NEW YORK BRANCH

By: /s/John V. Veltri

Title: Senior Vice President

LTCB TRUST COMPANY

By: /s/Rene O. LeBlanc

Title: Senior Vice President

MELLON BANK, N.A.

By: /s/David N. Smith

Title: Vice President

THE MITSUBISHI TRUST AND
BANKING CORPORATION

By: /s/Patricia Loret de Mla

Title: Senior Vice President

NATIONAL CITY BANK

By: /s/Joseph D. Robi nson

Title: Vice President

NATIONSBANK, N.A.

By: /s/Mary E. Mandanos

Title: Vice President

PNC BANK, NATIONAL ASSOCIATION

By: /sIM J. WIIlians

Title: Vice President
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ROYAL BANK OF CANADA

: /s/John P. Page

Title: Senior Manager

ISTITUTO BANCARIO SAN PAOLO
DI TORINO S.P.A.

. /s/\Wendell Jones

Title: Vice President

. /s/Roberto Gorlier

Title: F.V.P. & Deputy G M

THE SANWA BANK, LIMITED

. /s/Domnic J. Sorresso

Title: Vice President

SOCIETE GENERALE

. /s/Bruce Drossnan

Title: Vice President

THE SUMITOMO BANK, LIMITED

. /s/ The Sum tono Bank, Linited

Title: Vice President
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TORONTO DOMINION (TEXAS), INC.

By: /s/Toronto Dom nion (Texas), Inc.

THE YASUDA TRUST & BANKING
COMPANY, LIMITED

By: /s/The Yasuda Trust & Banking

CONFIRMATION OF SUBSIDIARY GUARANTEE:
GLOBALSTAR CAPITAL CORPORATION

By: /s/Nick Mran

Title: Vice President & Treasurer
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EXHIBIT 10.17
GUARANTEE

GUARANTEE, dated as of April 23, 1996, made by Lioekd Martin Corporation, a Maryland corporatiore (tGuarantor"), in favor of
CHEMICAL BANK, as agent (in such capacity, the "Ahistrative Agent") for the lenders (the "Banks®rh time to time parties to the
Credit Agreement, dated as of December 15, 199ar(esnded, supplemented or otherwise modified fiora to time, the "Credit
Agreement"), among Globalstar, L.P., a Delawardtdichpartnership (the "Borrower"), the Banks angl dministrative Agent.

WITNESSETH:

WHEREAS, pursuant to the Credit Agreement, the Bardve severally agreed to make Loans to the Bemrowon the terms and subject to
the conditions set forth therein;

WHEREAS, Loral Corporation ("Loral") has guarantgeyment of the Obligations (as hereinafter defirrdsuant to the Guarantee date
of December 15, 1995 (the "Loral Guarantee") byalor favor of the Administrative Agent;

WHEREAS, the Guarantor and Loral have enteredantdgreement and Plan of Merger, dated as of Jaydr996 (the "Merger
Agreement”), pursuant to which a subsidiary of@urantor, contemporaneously with the executiahisfGuarantee is acquiring, on a fully
diluted basis, at least two thirds of the outstagdihares of common stock of Loral;

WHEREAS, in accordance with the terms and conditioihthe Merger Agreement, contemporaneously vki¢hetxecution of the Merger
Agreement, Loral, Guarantor, and certain subsieléaoif Loral entered into a Restructuring, Finaneind Distribution Agreement, dated as of
January 7, 1996 (the "Distribution Agreement");

WHEREAS, pursuant to the Distribution Agreementdlas contributing certain assets to Loral Telecamivations Acquisition, Inc.
(together with its successors, "Spinco") and Spie@ssuming certain obligations of Loral such $jpinco and its subsidiaries thereafter will
own substantially all of the space and satellitategl assets, liabilities and businesses and nesther assets of Loral;

WHEREAS, the Distribution Agreement, among othéndl, contemplates that following consummationhef tender offer provided for in t
Merger Agreement, Loral will distribui



shares of common stock of Spinco to the stockhsldéLoral, and that Loral and Spinco will takete@r actions in respect of the Credit
Agreement and the Loral Guarantee, including theceation of the amendment to the Credit Agreemeimigoentered into contemporaneously
with this Guarantee ("Amendment No. 1");

WHEREAS, the Distribution Agreement contemplates tmder certain circumstances the Guarantor witreinto this Guarantee;

WHEREAS, it is a condition precedent to the exemuthf Amendment No. 1 to the Credit Agreement thatGuarantor shall have executed
and delivered this Guarantee to the Administrafigent for the ratable benefit of the Banks;

WHEREAS, in order to induce Loral to enter into #Merger Agreement and the Distribution Agreemert tinconsummate the transactions
contemplated thereby, the Guarantor agreed, urgdtgic circumstances, to enter into this Guarantee;

WHEREAS, the Guarantor, as a result of the consuimmaf the tender offer contemplated by the Meygreement, contemporaneously
with the execution of this Guarantee is becomimgthrent company of Loral, Loral is acquiring astahtial equity interest in Spinco, and a
Subsidiary of Spinco is the sole managing geneaghpr in the Borrower;

WHEREAS, in order to induce the Administrative Agand the Banks to terminate the Loral Guarantee@uarantor has agreed to execute
and deliver this Guarantee;

WHEREAS, it is a condition precedent to the obligabf the Banks to make their respective LoarthéoBorrower under the Credit
Agreement that the Guarantor shall have executddlalivered this Guarantee to the AdministrativeeAigfor the ratable benefit of the
Banks; and

WHEREAS, the Guarantor directly or indirectly owmsubstantial interest in the Borrower, and ibithe advantage of the Guarantor that the
Banks continue to make the Loans available to thwedsver.

NOW, THEREFORE, in consideration of the premises aninduce the Administrative Agent and the Battkenter into Amendment No.
to the Credit Agreement and to induce the Bank®tdinue to make their respective Loans availabkhé¢ Borrower under the Credit
Agreement and to terminate the Loral GuaranteeGiherantor hereby agrees with the Administrativemtgfor the ratable benefit of the
Banks, as follows:
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1. Defined Terms. (a) Unless otherwise definediheterms defined in the Credit Agreement and ussein shall have the meanings give
them in the Credit Agreement.

(a) As used herein, "Obligations" means the calleateference to the unpaid principal of and indemn the Loans and all other obligations
and liabilities of the Borrower to the AdministragiAgent and the Banks (including, without limitatj interest accruing at the then applice
rate provided in the Credit Agreement after theurigt of the Loans and interest accruing at thethpplicable rate provided in the Credit
Agreement after the filing of any petition in bangtcy, or the commencement of any insolvency, r@oiation or like proceeding, relating
the Borrower whether or not a claim for post-filiagpost-petition interest is allowed in such pexiag), whether direct or indirect, absolute
or contingent, due or to become due, or now exjstinhereafter incurred, which may arise under,odubr in connection with, the Credit
Agreement or the Notes, in each case whether ayuatof principal, interest, reimbursement obliga$i, fees, indemnities, costs, expenst
otherwise (including, without limitation, all reasable fees and disbursements of counsel to the idirative Agent or to the Banks that are
required to be paid by the Borrower or the Guanaptwsuant to the terms of the Credit Agreemerihisr Agreement). Notwithstanding the
foregoing, the aggregate principal amount of tharisthat shall constitute Obligations hereundelt bedimited to $250,000,000, the interest
on the Loans that shall constitute Obligations tieder shall be limited to interest on $250,000,800 the commitment fees under Section
2.5 of the Credit Agreement that shall constituigations shall be commitment fees that accruéherfirst $250,000,000 of the aggregate
Commitments. If the Commitments under the Credite®gnent are voluntarily reduced pursuant to Se@i6(a) thereof, then the obligations
of the Guarantor under this Guarantee shall natdreased upon subsequent increase in the Comntgraeder the Credit Agreement.

(b) The words "hereof," "herein" and "hereunderd arords of similar import when used in this Guaegnghall refer to this Guarantee as a
whole and not to any particular provision of thisaantee, and section and paragraph referencés e Guarantee unless otherwise
specified.

(c) The meanings given to terms defined hereinl fisaéqually applicable to both the singular angadiforms of such terms.

2. Guarantee. (a) The Guarantor hereby unconditjoaad irrevocably guarantees to the Administrathgent, for the ratable benefit of the
Banks and their respective successors, indorseesferees and assigns, the prompt and completaguayand performance by the Borrower
when due (whether at the
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stated maturity, by acceleration or otherwisehef ©bligations.

(a) The Guarantor further agrees to pay any anexgknses (including, without limitation, all reaable fees and disbursements of counsel)
which may be paid or incurred by the Administrathgent or any Bank in enforcing, or obtaining advaf counsel in respect of, any rights
with respect to, or collecting, any or all of thel@ations and/or enforcing any rights with respector collecting against, the Guarantor ui
this Guarantee. This Guarantee shall remain inféutle and effect until the Obligations are paidiilth and the Commitments are terminated,
notwithstanding that from time to time prior theré¢ihe Borrower may be free from any Obligationdject to the provisions of Sections 2(e)
and (f) of this Guarantee.

(b) No payment or payments made by the Borrowamngrother Person or received or collected by theifistrative Agent or any Bank fro
the Borrower or any other Person by virtue of actyoa or proceeding or any set-off or appropriatiwrapplication, at any time or from time
to time, in reduction of or in payment of the Obliigns shall be deemed to modify, reduce, releas¢herwise affect the liability of the
Guarantor hereunder which liability shall continnetwithstanding any such payment or payments| tn&iObligations are paid in full and
the Commitments are terminated, subject to Secémsand (f) of this Guarantee.

(c) The Guarantor agrees that whenever, at any tmfgom time to time, it shall make any paymemnttte Administrative Agent or any Bank
on account of its liability hereunder, it will nfytithe Administrative Agent and such Bank in wriithat such payment is made under this
Guarantee for such purpose.

(d) Section 2.2 of the Credit Agreement sets fthrthterms on which the obligations of the Guarantater this Guarantee may be reduced
and increased and certain other arrangements edthect to this Guarantee and other matters. Eattie @uarantor and the Banks
acknowledges and agrees to the provisions of Se2tiband to be bound by the provisions thereofaM@ndment of Section 2.2 of the Cr
Agreement shall be effective as to the Guaranttmowit its consent.

(e) This Guarantee shall terminate, and the olitigatof the Guarantor hereunder (including undetiSes 9 and 10 hereof) shall be released,
on the Release Date.

3. [INTENTIONALLY OMITTED].

4. Limitation on Rights of Subrogation. Notwithstlimg any payment or payments made by the Guaraeteunder, or any set-off or
application of funds of the Guarantor by the
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Administrative Agent or any Bank, the Guarantorlishat be entitled to be subrogated to any of ights of the Administrative Agent or any
Bank against the Borrower or against any collateealirity or guarantee or right of offset held lvy Administrative Agent or any Bank for
the payment of the Obligations, nor shall the Gotimaseek or be entitled to seek any contributioreonbursement from the Borrower in
respect of payments made by the Guarantor hereumakdrall amounts owing to the Administrative Ageind the Banks by the Borrower on
account of the Obligations are paid in full and @@mmitments are terminated. If any amount shapddd to the Guarantor on account of
such subrogation rights at any time when all of@digations shall not have been paid in full, saatount shall be held by the Guarantor in
trust for the Administrative Agent and the Banleggregated from other funds of the Guarantor, aadl,gbrthwith upon receipt by the
Guarantor, be turned over to the Administrative itga the exact form received by the Guarantoryddiorsed by the Guarantor to the
Administrative Agent, if required), to be appliegbénst the Obligations, whether matured or unmaiuresuch order as the Administrative
Agent may determine.

5. Amendments, etc. with respect to the Obligatidaiver of Rights. The Guarantor shall remain géiled hereunder notwithstanding that,
without any reservation of rights against the Gotrg and without notice to or further assent by @uarantor, (a) any demand for paymel
any of the Obligations made by the AdministrativgeAt or any Bank may be rescinded by the AdmirisgaAgent or such Bank, and any of
the Obligations continued, (b) the Obligationstha liability of any other Person upon or for amytghereof, or any collateral security or
guarantee therefor or right of offset with resgbetreto, may from time to time, in whole or in p@avithout limiting the rights of the Guaran
under Section 10.1 of the Credit Agreement), bewesd, extended, amended, modified, acceleratedyrmonised, waived, surrendered or
released by the Administrative Agent or any Baekwithout limiting the rights of the Guarantor wmdSection 10.1 of the Credit Agreement,
the Credit Agreement, any Notes, and the other I@@auments and any other documents executed aiveéigl in connection therewith m
be amended, modified, supplemented or terminatedhble or in part, as the Administrative Agent ffoe Required Banks, Majority Banks
or Banks, as the case may be) may deem advisalfetime to time, and (d) any collateral securityagntee or right of offset at any time
held by the Administrative Agent or any Bank foe fiayment of the Obligations may be sold, exchangad/ed, surrendered or released.
Neither the Administrative Agent nor any Bank slieil/e any obligation to protect, secure, perfeéhsure any Lien at any time held by it
security for the Obligations or for this Guaranteeany property subject thereto. Subject to Sei@mof the Credit Agreement, when making
any demand hereunder against the Guarantor, thenistrative Agent or any Bank may, but shall be emido obligation to, make a similar
demand on the Borrower or
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any other guarantor, and any failure by the Adntiats/e Agent or any Bank to make any such demarid oollect any payments from the
Borrower or any such other guarantor or any relefisiee Borrower or such other guarantor shallrabéve the Guarantor of its obligations
liabilities hereunder, and shall not impair or affthe rights and remedies, express or impliedsaat matter of law, of the Administrative
Agent or any Bank against the Guarantor. For thhpgaes hereof "demand” shall include the commenoearal continuance of any legal
proceedings.

6. Guarantee Absolute and Unconditional. Withomiting the rights of the Guarantor under Sectior?s 2.6 and 10.1 of the Credit
Agreement, the Guarantor waives any and all naticbe creation, renewal, extension or accrualhgfaf the Obligations and notice of or
proof of reliance by the Administrative Agent olya®ank upon this Guarantee or acceptance of thaw&@iee; the Obligations, and any of
them, shall conclusively be deemed to have beeatantiecontracted or incurred, or renewed, exterat@énded or waived, in reliance upon
this Guarantee; and all dealings between the Barawrthe Guarantor, on the one hand, and the Aidirative Agent and the Banks, on the
other, shall likewise be conclusively presumeddeehbeen had or consummated in reliance upon tésa@tee. The Guarantor waives
diligence, presentment, protest, demand for paymednotice of default or nonpayment to or uponBbeower or the Guarantor with
respect to the Obligations. This Guarantee shatidmstrued as a continuing, absolute and uncomditiguarantee of payment without regard
to (a) the validity, regularity or enforceability the Credit Agreement, any Note, or any other LBacument, any of the Obligations or any
other collateral security therefor or guarantedgirt of offset with respect thereto at any timdrom time to time held by the Administrative
Agent or any Bank, (b) any defense, set-off or ¢tetahaim (other than a defense of payment or perémce) which may at any time be
available to or be asserted by the Borrower agéliresfdministrative Agent or any Bank, or (c) anfier circumstance whatsoever (with or
without notice to or knowledge of the Borrower loe tGuarantor) which constitutes, or might be camstrto constitute, an equitable or legal
discharge of the Borrower for the Obligations, bthe Guarantor under this Guarantee, in bankruptdg any other instance. Subject to
Section 2.2 of the Credit Agreement, when pursitsmgghts and remedies hereunder against the @Gtarahe Administrative Agent and any
Bank may, but shall be under no obligation to, parsuch rights and remedies as it may have agam&orrower or any other Person or
against any collateral security or guarantee fer@ligations or any right of offset with respdutreto, and any failure by the Administrative
Agent or any Bank to pursue such other rights oredies or to collect any payments from the Borrogreany such other Person or to realize
upon any such collateral security or guarantee eixercise any such right of offset, or any reladsbe Borrower or any such other Perso
of any such collateral security,
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guarantee or right of offset, shall not relieve @arantor of any liability hereunder, and shall ingpair or affect the rights and remedies,
whether express, implied or available as a maftve, of the Administrative Agent or any Bank aggtithe Guarantor. This Guarantee shall
remain in full force and effect and be binding atardance with and to the extent of its terms upenGuarantor and its successors and
assigns thereof, and shall inure to the benetih@fAdministrative Agent and the Banks, and thespective successors, indorsees, transferee
and assigns, until all the Obligations and thegations of the Guarantor under this Guarantee bhak been satisfied by payment in full and
the Commitments shall be terminated, subject tpthgisions of Sections 2(e) and (f) of this Guaearand notwithstanding that from time to
time during the term of the Credit Agreement therBaer may be free from any Obligations. The Gutmashall not be released from its
obligations under this Guarantee because of theéadf any other Guarantor (as defined in the €rgreement) to perform its obligations
under its Guarantee (as defined in the Credit Agerd).

7. Reinstatement. This Guarantee shall contindee teffective, or be reinstated, as the case may &eany time payment, or any part there
of any of the Obligations is rescinded or must pilige be restored or returned by the Administrafigent or any Bank upon the insolvency,
bankruptcy, dissolution, liquidation or reorganiaatof the Borrower or upon or as a result of tppantment of a receiver, intervenor or
conservator of, or trustee or similar officer fttre Borrower or any substantial part of its propest otherwise, all as though such payments
had not been made.

8. Payments. The Guarantor hereby agrees thatlhigafons will be paid to the Administrative Agenithout set-off or counterclaim in U.S.
Dollars at the office of the Administrative Ageothted at 270 Park Avenue, New York, New York 10017

9. Representations and Warranties. The Guarantebhenakes, for the benefit of the Administrativgefst and the Banks, all of the
representations and warranties of the GuarantoenmdRTICLE IV of the Revolving Credit Agreemeriiye Year) dated as of April 15,
1996, among the Guarantor, LAC Acquisition Corporatas guarantor, Morgan Guaranty Trust Compariyes? York, as Documentation
Agent, Bank of America National Trust and Savingsdciation, as Administrative Agent, and the sdu@aaks named therein (the
"Lockheed Martin Credit Agreement"), in the formsafch representations and warranties (includindeflhed terms referred to therein) as
they exist on the date of this Guarantee. Unldssraiise stated in this Guarantee, all capitaliseths in this Section 9 shall have the
meanings set forth in the Lockheed Martin Creditefgment. Such representations and warranties ¢iimgjwall defined terms and schedules
referred to therein) are hereby, mutatis mutandis,
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incorporated herein by reference with appropriatesstutions, including the following:

(i) the terms "Company" and "Banks" or "Agents'tlasy appear in ARTICLE IV of the Lockheed Martine@it Agreement (and related
defined terms) shall, for the purposes of this 8ad@, be replaced by the terms "Guarantor" andtikistrative Agent,” respectively;

(i) references to the "Guarantor" as they appe#®RTICLE IV of the Lockheed Martin Credit Agreemdand related defined terms) shall,
for purposes of this Section 9, be deleted andddffect;

(iii) the phrase "Agreement and any Notes," eatéreace to "this Agreement" and to the words "hérand "hereunder," each reference to
"Notes", the phrase "financing contemplated heretmd similar words and phrases as they appear IR@EE 1V of the Lockheed Martin
Credit Agreement (and related defined terms) dfmlleplaced by the word "Guarantee" and deemed tefbrences to this Guarantee and the
term "Banks" in ARTICLE IV of the Lockheed Martirr€it Agreement shall refer to the Banks partyhs €redit Agreement;

(iv) Section 4.03 of the Lockheed Martin Credit Agment shall be replaced in its entirety by thiofahg:

"The Guarantor has the corporate power and auyhanid the legal right to make, deliver and perféliim Guarantee and has taken all
necessary corporate action to authorize the exatudelivery and performance of this Guaranteectltsent or authorization of, filing with

or other act by or in respect of any Governmentaharity is required in connection with the exeontidelivery, performance, validity or
enforceability of this Guarantee, other than thoké&h have been obtained or made and are in fudefand effect. This Guarantee has been
duly executed and delivered on behalf of the Guaraithis Guarantee constitutes a legal, valid lsinding obligation of the Guarantor
enforceable against the Guarantor in accordandeitgiterms, except as enforceability may be lichitvg applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affegtthe enforcement of creditor's rights generallg by general equitable principles (whether
enforcement is sought by proceedings in equitaa) I'; and
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(v) The clause beginning with ";" at the end of tRet4.01 and Sections 4.06, 4.07 and 4.10 of thekheed Martin Credit Agreement, are
deleted for purposes of the Guarantee only.

The Guarantor agrees that the foregoing represensaand warranties shall be deemed to have bede mathe Guarantor on the date on
which this Guarantee is executed and deliverededAdministrative Agent.

10. Covenants. The Guarantor hereby covenantsgméawith the Administrative Agent and the Bariat tuntil the Obligations are paid in
full and the Commitments are terminated, it willfpem all of the covenants and agreements of thar&uor contained in ARTICLE V of tt
Lockheed Martin Credit Agreement, as such covenamdsrelated defined terms exist as of the datedfieind as they may hereafter be
amended from time to time (but without giving efféx any termination, cancellation, discharge @laeement of the Lockheed Martin Credit
Agreement, it being agreed that such covenantagreements shall survive any such event). Unldsrwise stated in this Guarantee, all
capitalized terms in this Section 10 shall haventisaning set forth in the Lockheed Martin Credirédgment. Such covenants (including all
defined terms referred to therein) are hereby, tisutautandis, incorporated herein by reference ajpropriate substitutions, including the
following:

(i) the terms "Company" and "Administrative Agent"'Documentation Agent" as they appear in ARTICLBf the Lockheed Martin Credit
Agreement (and related defined terms) shall, fergirposes of this Section 10, be replaced byetimest "Guarantor" and "Administrative
Agent," respectively;

(i) the terms "Bank" or "Banks" as they appeaARTICLE V of the Lockheed Martin Credit Agreemenn( related defined terms) shall,
the purpose of this Section 10, refer to the Baoaesy to the Credit Agreement;

(iii) the terms "Agreement" and "Notes" as theyegqupin ARTICLE V of the Lockheed Martin Credit Agiaent shall be replaced by the te
"Guarantee", and each reference in ARTICLE V ofltbekheed Martin Credit Agreement to "this Agreetiemd to the words "herein" and
"hereunder" and similar words and phrases shalldeened to be references to this Guarantee;

(iv) the term "Default" as it appears in ARTICLEsHall be deemed to include Defaults under the LeekHMartin Credit Agreement and
defaults by the Guarantor under this Guarantee;
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(v) the phrase "so long as any Commitments of thiekB shall be outstanding and until the paymefulirof all Loans outstanding under this
Agreement and the performance of all other oblayegiof the Company under this Agreement"” in thedhictory language in ARTICLE V
shall be replaced with the phrase "until paymeritiihof all amounts owed by the Guarantor undés tAuarantee and the termination of this
Guarantee";

(vi) references to the "Guarantor" as they appe@RTICLE V (other than Section 5.04 thereof) of thockheed Martin Credit Agreement
(and related defined terms) shall, for purposeatisf
Section 10, be deleted and of no effect;

(vii) Section 5.01(d) and Section 5.10 of the Losktl Martin Credit Agreement are deleted for purpagehis Guarantee only; and

(viii) the reference to "Loans" in Section 5.08{f)the Lockheed Martin Credit Agreement shall berded to be a reference to the obligations
of the Guarantor under this Guarantee.

11. Events of Default. The occurrence of the folluyvshall constitute an Event of Default under tBisarantee:

(a) Subject to the delivery of any required notibe, passage of applicable grace periods, andchtluee to cure any default, each as provided
in the Lockheed Martin Credit Agreement, the Gutrashall default in the observance or performasfcany agreement or covenant
contained in Section 10 hereof; or

(b) Any Material Debt (as such term is definedhia tockheed Martin Credit Agreement) shall become loefore stated maturity by the
acceleration of the maturity thereof by reasoneadfdlt, or any Material Debt shall become due byatms and shall not be paid and, in the
case aforesaid in this clause

(b), corrective action satisfactory to the RequiBashks shall not have been taken within five ddter avritten notice of the situation shall
have been given to the Guarantor by the Adminisgakgent at the request of the Required Banks.

12. Authority of Administrative Agent. The Guarantknowledges that the rights and responsibilafethe Administrative Agent under this
Guarantee with respect to any action taken by tth@iAistrative Agent or the exercise or non-exerbige¢he Administrative Agent of any
option, right, request, judgment or other rightemedy provided for herein or resulting or arising of this Guarantee shall, as between the
Administrative Agent and the Banks, be governethieyCredit
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Agreement and by such other agreements with resipeidto as may exist from time to time among thieah, as between the Administrative
Agent and the Guarantor, the Administrative Agéaiisbe conclusively presumed to be acting as afgerthe Banks with full and valid
authority so to act or refrain from acting, and @warantor shall not be under any obligation, ditlement, to make any inquiry respecting
such authority.

13. Notices. All notices, requests and demands tgpon the Administrative Agent, any Bank or thea@untor to be effective shall be in
writing (or by telex, fax or similar electronic trsfer confirmed in writing) and shall be deemetidgwe been duly given or made (1) when
delivered by hand or (2) if given by mail, when dsiped in the mails by certified mail, return reiteiequested, or (3) if by telex, fax or
similar electronic transfer, when sent and redef® been confirmed, addressed as follows:

(a) if to the Administrative Agent or any Bank,istaddress or transmission number for noticesigealvin Section 11.2 of the Credit
Agreement; and

(b) if to the Guarantor, at its address or transimisnumber for notices set forth under its sigreahelow.

The Administrative Agent, each Bank and the Guaramtay change its address and transmission nurfiremstices by notice in the manner
provided in this Section.

14. Severability. Any provision of this Guarantekieh is prohibited or unenforceable in any jurisidic shall, as to such jurisdiction, be
ineffective to the extent of such prohibition oremforceability without invalidating the remainingopisions hereof, and any such prohibition
or unenforceability in any jurisdiction shall nat/alidate or render unenforceable such provisicaniyn other jurisdiction.

15. Integration. This Guarantee (including the ijpot of the Lockheed Martin Credit Agreement inaogted herein by reference), the Credit
Agreement and the Notes represent the agreeméme &uarantor, the Administrative Agent and the l&anith respect to the subject matter

hereof, and there are no promises, undertakingsgsentations or warranties by the Guarantor, dmiAistrative Agent or any Bank relative

to subject matter hereof not expressly set fortrefarred to herein or in such other documents.

16. Amendments in Writing; No Waiver; Cumulativerfedies. (a) None of the terms or provisions of Gisrantee may be waived,
amended, supplemented or otherwise modified exoeptwritten instrument executed by the Guaramarthe Administrative Agent,
provided that (i) such waiver, amendment, suppléraenther modification is consented to by the ResgiBanks and (ii) such waiver may
communicated by the
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Administrative Agent and the Banks in a letter grement executed by the Administrative Agent otdbgx or facsimile transmission from
the Administrative Agent. The Administrative Ageartd the Banks acknowledge that the provisionset tickheed Martin Credit Agreeme
incorporated by reference in this Guarantee putsieaBections 9 and 10 hereunder may be amendatitinoe to time in accordance with the
terms of the Lockheed Martin Credit Agreement, withany action or approval of the Banks (excehéoextent that the provisions of the
Lockheed Martin Credit Agreement incorporated Hgnence pursuant to Section 10 hereunder surviygeamination, cancellation,
discharge or replacement of the Lockheed MartirdiC#ggreement).

(b) Neither the Administrative Agent nor any Batlakb by any act (except by a written instrumentspant to paragraph 16(a) hereof), delay,
indulgence, omission or otherwise be deemed to haeed any right or remedy hereunder or to havpi@sced in any Default or Event of
Default or in any breach of any of the terms anadétions hereof. No failure to exercise, nor aniaglén exercising, on the part of the
Administrative Agent or any Bank, any right, poveermrivilege hereunder shall operate as a waiverethf. No single or partial exercise of
any right, power or privilege hereunder shall pudel any other or further exercise thereof or trex@ge of any other right, power or

privilege. A waiver by the Administrative Agent any Bank of any right or remedy hereunder on argyaotasion shall not be construed as a
bar to any right or remedy which the Administrativgent or such Bank would otherwise have on anyr&ibccasion.

(c) The rights and remedies herein provided areutatine, may be exercised singly or concurrentlgt are not exclusive of any other rights
or remedies provided by law.

17. Section Headings. The section headings ustisiliGuarantee are for convenience of referencgamd are not to affect the construction
hereof or be taken into consideration in the intigtion hereof.

18. Successors and Assigns. This Guarantee shaihtisg upon the permitted successors and asseigihe Guarantor and shall inure to the
benefit of the Administrative Agent and the Banksl ¢gheir successors and assigns. The Guarantonatdsansfer or assign any of its rights
or obligations under this Guarantee without thdtemi consent of each Bank, except in accordandeSéttions 5.04 and 5.07 of the
Lockheed Martin Credit Agreement as incorporateddigrence pursuant to Section 10, it being ackadgad that any such successor shall
assume all of the obligations of the Guarantor utite Lockheed Martin Credit Agreement and this @notee. Any Person so assuming such
obligations shall deliver to the Banks legal opispincumbency certificates and resolutions contpar@ those delivered in connection with
this Guarantee
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and shall make representations and warrantiesetB#éimks comparable to those set forth in Section 9.
19. Governing Law. This Guarantee shall be govehy@nd construed and interpreted in accordantte thie law of the State of New York.
20. Submission To Jurisdiction; Waivers. The Gumahereby irrevocably and unconditionally:

(a) submits for itself and its property in any legetion or proceeding relating to this Guarantee #he other Loan Documents to which it is a
party, or for recognition and enforcement of anygement in respect thereof, to the non-exclusiveeg# jurisdiction of the Courts of the
State of New York, the courts of the United StattAmerica for the Southern District of New Yorkdhappellate courts from any thereof;

(b) consents that any such action or proceedinglmayrought in such courts and waives any objedtiahit may now or hereafter have to
venue of any such action or proceeding in any sacint or that such action or proceeding was broumghh inconvenient court and agrees not
to plead or claim the same;

(c) agrees that service of process in any sucbraoti proceeding may be effected by mailing a dbpyeof by registered or certified mail (or
any substantially similar form of mail), postagepaid, to the Guarantor at its address set fortleiuits signature below or at such other
address of which the Administrative Agent shalldéeen notified pursuant thereto;

(d) agrees that nothing herein shall affect thbtrig effect service of process in any other mapeemitted by law or shall limit the right to
sue in any other jurisdiction; and

(e) waives, to the maximum extent not prohibitedadwy, any right it may have to claim or recoveaimy legal action or proceeding referrec
in this subsection any special, exemplary, punitiveonsequential damages.

21. Acknowledgements. The Guarantor hereby ackrdiyels that:
(a) it has been advised by counsel in the negotiaéxecution and delivery of this Guarantee;

(b) neither the Administrative Agent nor any Bardslany fiduciary relationship with or duty to thaa@antor arising out of or in connection
with this Guarantee or any of the other Loan Docutsieand the relationship between Administrativeitgand Banks, on one hand, and the
Guarantor, on the other
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hand, in connection herewith or therewith is sotalgt of debtor and creditor; and

(c) no joint venture is created hereby or by thept.oan Documents or otherwise exists by virtutheftransactions contemplated hereby
among the Lenders or among the Guarantor and thedrs.

22. WAIVERS OF JURY TRIAL. THE GUARANTOR, THE ADMINSTRATIVE AGENT AND THE BANKS HEREBY IRREVOCABLY
AND UNCONDITIONALLY WAIVE TRIAL BY JURY IN ANY LEGA L ACTION OR PROCEEDING RELATING TO THIS
GUARANTEE AND FOR ANY COUNTERCLAIM THEREIN.

IN WITNESS WHEREOF, the undersigned has caused3b@rantee to be duly executed and delivered uits authorized officer as of tt
day and year first above written.

LOCKHEED MARTIN CORPORATION

By: /s/Walter E. Skow onski

Walter E. Skowronski Vice President and Treasurer

Address for Notices:

Lockheed Martin Corporation
6801 Rockledge Drive
Bethesda, Maryland 20817
Attention: Vice President and Treasurer
Fax: 301-897-6651

with a copy to:
Lockheed Martin Corporation
6801 Rockledge Drive
Bethesda, Maryland 20817
Attention: Vice President and General
Counsel
Fax: 301-897-6333
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EXHIBIT 21
LORAL SPACE & COMMUNICATIONS LTD.
As of May 31, 1996, active subsidiaries, all 100#ned directly or indirectly (except as noted belaopsist of the following:

STATE OR COUNTRY
OF INCORPORATION

Loral SpaceCom Corporation .........ceevvveeeeeee . Delaware
Loral General Partner, Inc. .... — Delaware
Loral Travel Services, InC. ..ccccccevveeeeeeee L Delaware
Globalstar, L.P.(1) ooovviiiiiiiiiiieeiiee Delaware
Globalstar Telecommunications Limited(2) ........... ... Bermuda
LGP (Bermuda) Ltd. ...... . Bermuda
LQ Licensee, INC.(3) voovvvvvvveiiiiiieaeeeeeees Delaware
Loral SpaceCom DBS Holdings, Inc. ....ccooceeeeeeee. L Delaware
R/LDBS Company L.L.C.(4) ccovvvieienices Delaware
Loral SpaceCom DBS, InC. .....covvvvvvvvvveeene Ll Delaware
Continental Satellite Corporation() ........... .. ... California
SS/L (Bermuda) Ltd. ...ccoovvveiiiiiieeeieeee Bermuda
K&F Industries, INC.(6) ....ccovevevvcveeeeneee L Delaware
Space Systems/Loral, InC.(3) «coovovvvvvviiee. Delaware
International Space Technology, Inc.(7) ....... . ... Delaware
Cosmotech(7) ccveveeviiiiieiiiiieeeeeeee Russian Federation
SS/L Export Corporation(3) ....cccceeevvevveees . U.S. Virgin Islands

(1) Only 33.6% owned directly or indirectly
(2) Only 22% owned directly or indirectly
(3) Only 51% owned directly or indirectly
(4) Only 50% owned directly or indirectly
(5) Only 86% owned directly or indirectly
(6) Only 22.5% owned directly or indirectly
(7) Only 22.9% owned directly or indirect



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE FINANCIAL STATEMENTS OF
LORAL COMMUNICATIONS, LTD. FOR THE YEAR ENDED MARCHB1, 1996, AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO SUCH FINANCIAL STATEMENTS.
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