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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

We make “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995
throughout this report. Whenever you read a statement that is not simply a statement of historical fact (such as when
we describe what we “believe,” “intend,” “plan,” “estimate,” “expect” or “anticipate” will occur and other similar statements)
must remember that our expectations may not be correct, even though we believe they are reasonable. We do not
guarantee that any future transactions or events described herein will happen as described or that they will happen at

all. You should read this report completely and with the understanding that actual future results may be materially
different from what we expect. Whether actual events or results will conform with our expectations and predictions is

subject to a number of risks and uncertainties. For further discussion see Item 1A. Risk Factors. The risks and

uncertainties include, but are not limited to, the following:

EEINT3 99 ¢

*We may not realize the potential benefits that we expect from our separation (“Spin-off”) from DISH
Network. Certain of these benefits depend upon market acceptance of our separation from DISH Network which
we cannot predict and which may be affected by significant cross-ownership by our Chairman and Chief Executive
Officer as well as interlocks between management and the board of directors of us and DISH Network.

e We will incur significant costs as a newly independent company, which may exceed our estimates. There will also
be negative effects arising from our separation from DISH Network, including loss of access to its financial
resources.

* We currently depend on DISH Network and Bell ExpressVu for substantially all of our revenue, and the loss of, or a
significant reduction in orders from, or a decrease in selling prices of set-top boxes to either of these two customers
would significantly reduce our revenue and adversely impact our operating results.

e We currently have substantial unused satellite capacity. Future costs associated with this excess capacity will
negatively impact our margins if we do not generate revenue to offset these costs. In addition, because a substantial
portion of the capacity of each of our AMC-15, AMC-16 and EchoStar IX satellites remains without long-term
anticipated use by DISH Network, there is a significant risk that in the future, in addition to reporting lower than
expected revenues and profitability we could be required to record a substantial impairment charge relating to one
or more of these satellites. We currently estimate that these potential charges could aggregate up to $250 million,
which, if incurred would have a material adverse effect on our reported operating results and financial position.

®Our historical combined financial information included in this report is not indicative of our future financial
position, future results of operations or future cash flows, nor does it reflect what our financial position, results of
operations or cash flows would have been as a stand-alone company during the periods presented. We were not
profitable during the years ended December 31, 2007, 2006 and 2005, as our operations have historically been
dedicated primarily to support DISH Network and we provided our products and services to DISH Network at cost.

*We may face actual or perceived conflicts of interest with DISH Network in a number of areas relating to our past
and ongoing relationships, including (i) cross-officerships, directorships and stock ownership, (ii) intercompany
transactions, (iii) intercompany agreements, and (iv) business responsibilities.

eQur ability to decrease our losses or to generate revenues will depend in part on our ability to grow our
business. This may require significant additional capital that may not be available on terms that would be attractive
to us or at all. In particular, current dislocations in the credit markets, which have significantly impacted the
availability and pricing of financing, particularly in the high yield debt and leveraged credit markets, may
significantly constrain our ability to obtain financing to support our growth initiatives. These developments in the
credit markets may have a significant effect on our cost of financing and our liquidity position and may, as a result,
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cause us to defer or abandon profitable business strategies that we would otherwise pursue if financing were
available on acceptable terms.

*We may also use a significant portion of our existing cash and marketable securities to fund stock buyback
programs. Our board of directors has approved a program in which we may repurchase up to $1.0 billion of our
Class A common stock during 2008.
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o [f DISH Network enters into a business combination transaction, or if Mr. Ergen no longer controls a majority of the
voting power of DISH Network or of us, our relationship with DISH Network could be terminated or substantially
curtailed with little or no advance notice. Any material reduction in our sales to DISH Network as a result of a
change in control of DISH Network would have a significant material adverse effect on our business and financial
position.

¢ Our future success may depend on our ability to identify and successfully exploit opportunities to acquire other
businesses or technologies to complement, enhance or expand our current business or products or otherwise offer us
growth opportunities. We may not be able to pursue these growth opportunities successfully.

*We have entered into certain strategic transactions and investments, and we may increase our strategic investment
activity in the United States and in international markets. These investments, which we believe could become
substantial over time, involve a high degree of risk, are concentrated in a few companies and could expose us to
significant financial losses if the underlying ventures are not successful. These investments may also cause us to
defer or suspend share repurchases.

o Our business relies on intellectual property, some of which is owned by third parties, and we may
inadvertently infringe their patents and proprietary rights. We may be required to cease developing or
marketing infringing products, to obtain licenses from the holders of the intellectual property at a material
cost, or to redesign those products in such a way as to avoid infringing the patent claims of others.

*We depend on sales of set-top boxes for nearly all of our revenue, and if sales of our set-top boxes decline, our
business and financial position will suffer.

*Our commercial success in selling our set-top boxes to cable television operators depends significantly on our
ability to obtain licenses to use the conditional access systems deployed by these operators in our set-top
boxes. The owners of these conditional access systems are in many cases competitors of ours. There can be no
assurance we will be able to obtain such licenses on acceptable terms or at all.

eIn order to grow our revenue and business and to build a large customer base, we believe we will be required to
increase our sales of set-top boxes in international markets. We have limited experience selling our set-top boxes
internationally. To succeed in expanding these sales efforts, we believe we must hire additional sales personnel and
develop and manage new relationships with cable operators and other providers of digital television in international
markets.

¢ Our set-top boxes are extremely complex and can have defects in design, manufacture or associated software. We
could incur significant expenses, lost revenue, and reputational harm if we fail to detect or effectively address such
issues through design, testing or warranty repairs.

*We obtain many components for our set-top boxes from a single supplier or a limited group of suppliers. Our
reliance on a single or limited group of suppliers, particularly foreign suppliers, and our increasing reliance on
subcontractors, involves several risks. These risks include a potential inability to obtain an adequate supply of
required components, and reduced control over pricing, quality, and timely delivery of these components.

e Future demand for our set-top boxes will depend significantly on the growing market acceptance of high definition
television, or HDTV. The effective delivery of HDTV will depend on digital television operators developing and
building infrastructure to provide wide-spread HDTV programming.
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If we are unsuccessful in subsequent appeals in the Tivo case or in defending against claims that our alternate

technology infringes on Tivo’s patent, we could be prohibited from distributing DVRs or be required to modify or
eliminate certain user-friendly DVR features that we currently offer to consumers. The adverse affect on our

business could be material. To the extent that DISH Network does not indemnify us, we could also have to pay

substantial additional damages.

eThe fixed satellite services industry is highly competitive and is characterized by long-term leases and high

switching costs. It will be difficult to displace customers from their current relationships with our competitors and
we may face competition from others in the future.

e Satellites are subject to significant operational risks while in orbit. While we believe that our satellite fleet is

ii

generally in good condition, certain satellites in our fleet have experienced malfunctions or anomalies, some of
which have had a significant adverse impact on their commercial operation. There can be no assurance that we can
recover critical transmission capacity in the event one or more of our in-orbit satellites were to fail. Therefore, the
loss of a satellite or other satellite malfunctions or anomalies could have a material adverse effect on us.




Edgar Filing: EchoStar CORP - Form 10-K
TABLE OF CONTENTS

® We are subject to comprehensive governmental regulation by the FCC for our domestic satellite operations. We are
also regulated by other federal agencies, state and local authorities and the International Telecommunication Union.
Domestic and international regulations regarding the licensing, authorization and operations of satellite
communications providers may restrict our fixed satellite services operations.

*We do not anticipate carrying insurance for any of the in-orbit satellites that we will own, and we will bear the risk
of any failures in our in-orbit satellites. Because we bear this risk, failures in our in-orbit satellites could have a
material adverse effect on our reported operating results and financial position.

* We may face other risks described from time to time in periodic and current reports we file with the Securities and
Exchange Commission (“SEC”).

All cautionary statements made herein should be read as being applicable to all forward-looking statements wherever
they appear. In this connection, investors should consider the risks described herein and should not place undue
reliance on any forward-looking statements. We assume no responsibility for updating forward-looking information
contained or incorporated by reference herein or in other reports we file with the SEC.

In this report, the words “EchoStar,” the “Company,” “we,” “our” and “us” refer to EchoStar Corporation and its subsidiaries,
unless the context otherwise requires. The words “DISH Network,” refers to DISH Network Corporation and its

subsidiaries, unless the context otherwise requires.

iii
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Item 1. BUSINESS
OVERVIEW

Our Business

EchoStar Corporation (“EchoStar,” the “Company,” “we,” “us” and/or “our”), formerly known as EchoStar Holding Corporati
is a newly formed entity which had not conducted any operations prior to its Spin-off from DISH Network on January

1, 2008. We were incorporated in Nevada on October 12, 2007 to effect the Spin-off. We had no material assets or

activities as a separate corporate entity until the contribution of assets to us by DISH Network immediately prior to the
completion of the Spin-off. We have historically operated a digital set-top box business that comprises substantially

all of our historical revenue. We intend to develop a fixed satellite services business using our fleet of owned and

leased in-orbit satellites.

Our set-top box business designs, develops and distributes set-top boxes and related products for direct-to-home
("DTH”) satellite service providers. Most of our set-top boxes are sold to DISH Network, but we also sell a significant
number of set-top boxes to Bell ExpressVu and other international customers. We currently employ over 700
engineers in our set-top box and related businesses.

We intend to develop our fixed satellite services business using our eight owned or leased in-orbit satellites and
related FCC licenses, a network of seven full service digital broadcast centers, and leased fiber optic capacity with
points of presence in approximately 150 cities. We expect that our primary customer initially will be DISH
Network. However, we also expect to lease capacity in the spot market and to government and enterprise customers.

We have entered into commercial agreements with DISH Network pursuant to which we will have the obligation to
sell set-top boxes and related products and provide fixed satellite services to DISH Network at set prices for a period
of two years. However, DISH Network is under no obligation to purchase our set-top boxes and related products
during or after this two-year period and DISH Network may terminate the agreements to receive fixed satellite
services upon 60 days notice.

As part of DISH Network, we competed with many of our potential customers. We believe our separation from DISH
Network may expand our opportunities to enter into commercial relationships with these and other new customers,
although there can be no assurance that we will be successful in entering into any of these commercial relationships.

Other Information

We were organized in October 2007 as a corporation under the laws of the State of Nevada. Our Class A common
stock is publicly traded on the Nasdaq Global Select Market under the symbol “SATS.” Our principal executive offices
are located at 90 Inverness Circle E., Englewood, Colorado 80112 and our telephone number is (303) 706-4444.

We were formerly a wholly-owned subsidiary of DISH Network. On September 25, 2007, DISH Network announced
its intention to pursue the disposition of 100% of its shareholdings in us through a tax-free distribution to DISH
Network’s shareholders. Effective as of the distribution date of January 1, 2008, DISH Network completed the
distribution of our common shares to its shareholders. The distribution was effectuated through a pro-rata dividend to
DISH Network’s shareholders consisting of 0.20 of a share of the same class of our common stock for each share of
common stock owned by DISH Network shareholders on December 27, 2007, the record date for the Spin-off.
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Our Relationship with Dish Network

Following the Spin-off, our company and DISH Network will operate independently, and neither will have any
ownership interest in the other. In order to govern certain of the ongoing relationships between our company and
DISH Network after the Spin-off and to provide mechanisms for an orderly transition, we and DISH Network entered
into certain agreements pursuant to which we will obtain certain services and rights from DISH Network, DISH
Network will obtain certain services and rights from us, and we and DISH Network will indemnify each other against
certain liabilities arising from our respective businesses. The key terms of these agreements are summarized under
“Certain Intercompany Agreements” set forth in our Proxy Statement for the 2008 Annual Meeting of Shareholders
under the caption “Certain Relationships and Related Transactions.”

In the near term, we expect that DISH Network will remain our principal customer. Pursuant to the commercial
agreements we entered into with DISH Network, we will sell equipment, including set-top boxes to DISH Network
and we will provide broadcast services and other products and services to DISH Network, in each case at cost plus an
additional amount equal to an agreed percentage of our cost, which will vary depending on the nature of the products
and services provided. We determined that, on a pro forma basis, the weighted average margin over cost for these
sales was approximately 13.1% for the year ended December 31, 2007. This margin over cost was determined based
on specific margins over cost for various categories of equipment that we sold to DISH Network in the relevant
period, applying in each case the applicable margin over cost as to which we and DISH Network agreed pursuant to
our commercial agreements. Because of continual advancements in the technology and functionality of the equipment
and services we will provide to DISH Network as well as DISH Network’s right under our commercial agreements to
terminate on 60 days’ notice, the implied margins derived from our pro forma financial statements do not necessarily
reflect the margins we will earn on equipment sales to DISH Network in the future, and we expect that the margins we
will earn on sales to DISH Network in the future will likely be based largely on the results of periodic negotiations
between us and DISH Network that will reflect, among other things, the equipment and services that best meet DISH
Network’s then current needs and its sales and marketing priorities, the product and service alternatives available to
DISH Network from other suppliers, and our ability to respond to DISH Network ’s requirements and to continue to
differentiate ourselves from other suppliers on bases other than pricing.

BUSINESS SEGMENTS

We will operate two primary businesses, a digital set-top box business and a fixed satellite services business. Our
set-top box business designs, develops and distributes set-top boxes and related products primarily for satellite service
providers and consumers. Our fixed satellite services business will be developed using assets which were contributed
to us by DISH Network in connection with the Spin-off.

Digital Set-Top Business

Set-top Boxes and Related Products

Our set-top boxes permit consumers to watch, control and record television programming through digital video
recorder, or DVR, technology integrated with satellite receivers. Certain of our set-top boxes are also capable of
incorporating internet protocol television, or IPTV, functionality, which allows consumers to download movies, music
and other content from the internet through an Ethernet connection.

Our current set-top box lineup includes:

e Standard-definition (“SD”) basic digital set-top boxes: These devices allow consumers who subscribe to television
service from multi-channel video distributors to access encrypted digital video and audio content and make use of a

11
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variety of interactive applications. These applications include an on-screen interactive program guide, pay-per-view
offerings, the ability to support V-chip type technology, games and shopping and parental control.

¢ SD-DVR digital set-top boxes: In addition to the functionality of a SD basic digital set-top box, these devices enable
subscribers to pause, stop, reverse, fast forward, record and replay live or recorded digital television content using a
built-in hard drive capable of storing up to 200 hours of content. They also include the ability to support
video-on-demand, or VOD, services.

12
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e High-Definition (“HD”) digital set-top boxes: These devices enable subscribers to access the enhanced picture quality
and sound of high-definition content, in addition to the functionality of a SD digital set-top box.

*HD-DVR digital set-top boxes: These devices combine the functionality of the HD set-top box and the DVR digital
set-top box into a single device. Our most-advanced HD-DVR set-top boxes are capable of storing up to 350 hours of
SD, or 55 hours of HD, content, contain IPTV functionality, and allow users to greatly increase their DVR storage
capacity through the use of external hard drives.

¢ In addition to set-top boxes we also design and develop related products such as satellite dishes, remote controls and
other devices and accessories, and we will soon begin offering new digital-to-analog converter boxes, which will
allow consumers to view, record and play back local over-the-air analog and digital broadcasts on analog TV sets.

Sling Media

Sling Media, Inc. (“Sling Media”) was acquired in October 2007 by Dish Network and was transferred to us as part of
the Spin-off. Sling Media is the maker of the Slingbox™, which allows consumers to watch and control their television
programming at any time, from any location, using personal computers, personal digital assistants, smartphones and
other digital media devices.

Fixed Satellite Services

We operate six owned and two leased in-orbit satellites. We also have one owned and one leased satellite under
construction.

We also operate a number of digital broadcast centers in the United States. Our principal digital broadcast centers are
located in Cheyenne, Wyoming and Gilbert, Arizona. We also have five regional digital broadcast centers that allow

us to utilize the spot beam capabilities of our satellites. Programming and other data is received at these centers by

fiber or satellite, processed, and then “uplinked” to our satellites for transmission to consumers. Equipment at our digital
broadcast centers also performs compression and encryption of our customers’ programming signals.

Our transponder capacity is currently used for a variety of applications:

®Broadcasting Services. We lease satellite transponder capacity to broadcasters and programmers who use our
satellites to deliver their programming to U.S. cable systems and cable households. Our satellites are also used for
the transmission of live sporting events and satellite news gathering services.

*Government Services. We lease satellite capacity and provide technical services to US government agencies and
contractors. We believe the U.S. government may increase its use of commercial satellites for Homeland Security,
emergency response, continuing education, distance learning, and training.

e Network Services. We lease satellite transponder capacity and provide terrestrial network services to corporations.
These networks are dedicated private networks that allow delivery of video and data services for corporate
communications. Our satellites can be used for point to point or point to multi-point one-way or two-way
communications.

e Satellite IP. We currently aggregate content at our digital broadcast centers and offer transport services for over 300
channels of MPEG IV IP encapsulated standard-definition and high-definition programming from our satellite
located at the 85 degree orbital location. We intend to offer these wholesale programming transport services to
telecommunication companies, rural cable operators, local exchange carriers and wireless broadband providers.

13
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Other Business Opportunities

DISH Network has entered into agreements to construct and launch an S-band satellite and to lease its transponder
capacity to a Hong Kong joint venture, which in turn will sublease a portion of such transponder capacity to an
affiliate of a Chinese governmental entity to support the development of satellite-delivered mobile video services in
China. DISH Network also has recently completed several other strategic investments, and we intend to evaluate new
strategic development opportunities both in the United States and in other international markets. These investments
have been transferred to us as part of the Spin-off, and are part of our strategy to expand our business and support the
development of new satellite-delivered services, such as mobile video services. The expertise we obtain through these
investments may also help us to improve and expand the services that we provide to our existing customers.

However, these investments involve many significant risks, including, among other things, the risks that required
regulatory approvals and other conditions may not be obtained or satisfied, that we may not be able to enter into
necessary distribution and other relationships, and that the companies in which we invest or with whom we partner
may not be able to compete effectively in their markets or that there may be insufficient demand for the new services
planned by these companies.

During 2007 DISH Network participated in an FCC auction for licenses in the 1.4 GHz band and was the winning
bidder for several licenses with total winning bids of $57 million. DISH Network transferred these licenses to us in
the Spin-off. Subsequent to the Spin-off, as described below, we entered into a commercial agreement with TerreStar
Corporation and TerreStar Networks Inc. regarding these licenses.

On February 7, 2008, we completed several transactions under a Master Investment Agreement, dated as of February
5, 2008 between us on the one hand, and TerreStar Corporation and TerreStar Networks on the other hand. Under the
Master Investment Agreement, we acquired $50 million in aggregate principal amount of TerreStar Networks’ 6%2%
Senior Exchangeable Paid-in-Kind Notes due June 15, 2014; and $50 million aggregate principal amount of TerreStar
Networks’ 15% Senior Secured Paid-in-Kind Notes due February 15, 2014.

The Exchangeable Notes are guaranteed by TerreStar License Inc. and TerreStar National Services, Inc. and will
mature on June 15, 2014. The Exchangeable Notes are exchangeable for shares of TerreStar Corporation common
stock based on a price of $5.57 per share following effectiveness of TerreStar Corporation stockholder

approval. TerreStar Networks may be obligated to repurchase all or a part of the Exchangeable Notes under certain
circumstances, including upon a change of control of TerreStar Networks or if stockholder approval of the issuance of
TerreStar Corporation common stock is not effective by July 23, 2008. The Exchange Notes will bear interest at 6.5%
per annum, with such interest being payable in additional Exchangeable Notes through March 2011. Additional cash
interest may be payable in the event that certain milestones leading to the effectiveness of the stockholder approval are
not met.

We also entered into a Purchase Money Credit Agreement with TerreStar and Harbinger Capital Partners Master Fund
I, Ltd. and Harbinger Capital Partners Special Situations Fund LP (collectively, “Harbinger”), in which we and
Harbinger have each committed to provide up to $50 million in secured financing, the proceeds of which may be
advanced to TerreStar Networks from time to time as required for TerreStar Networks to make required payments in
connection with a communications satellite to be constructed and launched for TerreStar Networks. Pursuant to a
Security Agreement, dated as of February 5, 2008, from TerreStar Networks in favor of US Bank National
Association, as Collateral Agent, TerreStar Networks granted a security interest to the Collateral Agent in certain of
TerreStar Networks’ assets to be financed by the proceeds of the loan, including, among other things, the
communications satellite and related raw materials, work-in-progress, and finished goods.
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We also entered into a Spectrum Agreement with 