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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

GLOBALSTAR, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

(Unaudited)
Three Months Ended
June 30, June 30,
2010 2009
As Adjusted —
Note 1
Revenue:
Service revenue $ 12908 $ 12,562
Subscriber equipment sales 4,714 3,154
Total revenue 17,622 15,716
Operating expenses:
Cost of services (exclusive of depreciation and
amortization shown separately below) 6,974 7,961
Cost of subscriber equipment sales:
Cost of subscriber equipment sales 3,477 2,832
Cost of subscriber equipment sales — Impairment of assets 60 648
Total cost of subscriber equipment sales 3,537 3,480
Marketing, general, and administrative 10,122 11,408
Depreciation and amortization 5,973 5,468
Total operating expenses 26,606 28,317
Operating loss (8,984) (12,601)
Other income (expense):
Interest income 157 56
Interest expense (1,182) (3,141)
Derivative loss, net (8,073) (797)
Other (1,132) 2,529
Total other income (expense) (10,230) (1,353)
Loss before income taxes (19,214) (13,954)
Income tax expense (benefit) 35 (192)
Net loss $ (19,249) $ (13,762)
Loss per common share:
Basic $ 0.07) $ (0.12)
Diluted (0.07) (012)
Weighted-average shares outstanding:
Basic 282,080 116,580
Diluted 282,080 116,580

Six Months Ended
June 30, June 30,
2010 2009
As Adjusted —
Note 1
25,362 % 23,693
7,831 7,186
33,193 30,879
14,592 18,369
5,989 5,827
60 648
6,049 6,475
18,334 25,385
11,863 10,892
50,838 61,121
(17,645) (30,242)
339 184
(2,592) (3,381)
(33,035) (797)
(1,859) (1,446)
(37,147) (5,440)
(54,792) (35,682)
99 (162)
(54,891) $  (35,520)
0.20) $ (0.31)
(0.20) (0.31)
278,752 113,959
278,752 113,959

See accompanying notes to unaudited interim consolidated financial statements.
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GLOBALSTAR, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except par value and share data)

(Unaudited)
June 30, December 31,
2010 2009
As Adjusted —
Note 1
ASSETS
Current assets:
Cash and cash equivalents $ 87,188 $ 67,381
Accounts receivable, net of allowance of $5,263 (2010) and $5,735 (2009) 10,773 9,392
Inventory 59,366 61,719
Advances for inventory 9,332 9,332
Prepaid expenses and other current assets 4,396 5,404
Total current assets 171,055 153,728
Property and equipment, net 1,029,725 964,921
Other assets:
Restricted cash 38,409 40,473
Deferred financing costs 68,419 69,647
Other assets, net 32,640 37,871
Total assets $ 1,340,248 $ 1,266,640
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 8,420 $ 76,661
Accrued expenses 26,529 30,520
Payables to affiliates 696 541
Deferred revenue 17,261 19911
Current portion of long term debt — 2,259
Total current liabilities 52,906 129,892
Long term debt 620,787 463,551
Employee benefit obligations 4,483 4,499
Derivative liabilities 66,618 49,755
Other non-current liabilities 27,787 23,151
Total non-current liabilities 719,675 540,956
Stockholders’ equity:
Preferred Stock, $0.0001 par value; 100,000,000 shares authorized and none issued and
outstanding:
Series A Preferred Convertible Stock, $0.0001 par value: one share authorized and
none issued and outstanding — —
Voting Common Stock, $0.0001 par value; 865,000,000 shares authorized at June 30,
2010 and December 31, 2009, 285,483,000 shares issued and outstanding at June 30,
2010; 274,384,000 shares issued and outstanding at December 31, 2009 29 27
2 2



Edgar Filing: Globalstar, Inc. - Form 10-Q

Nonvoting Common Stock, $0.0001 par value; 135,000,000 shares authorized at June
30, 2010 and December 31, 2009, 19,276,000 shares issued and outstanding at June 30,
2010; 16,750,000 shares issued and outstanding at December 31, 2009

Additional paid-in capital 727,146
Accumulated other comprehensive loss (1,286)
Retained deficit (158,224)
Total stockholders’ equity 567,667
Total liabilities and stockholders’ equity $ 1,340,248 $

See accompanying notes to unaudited interim consolidated financial statements.

700,814
(1,718)
(103,333)

595,792

1,266,640
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GLOBALSTAR, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash from operating activities:
Depreciation and amortization

Change in fair value of derivative instruments and derivative liabilities
Stock-based compensation expense (benefit)

Loss on disposal of fixed assets

Provision for bad debts

Interest income on restricted cash

Contribution of services

Cost of subscriber equipment sales - impairment of assets
Amortization of deferred financing costs

Loss on debt to equity conversion

Loss in equity method investee

Changes in operating assets and liabilities, net of acquisition:
Accounts receivable

Inventory

Prepaid expenses and other current assets

Other assets

Accounts payable

Payables to affiliates

Accrued expenses and employee benefit obligations
Other non-current liabilities

Deferred revenue

Net cash from operating activities

Cash flows from investing activities:

Spare and second-generation satellites and launch costs
Second-generation ground

Property and equipment additions

Investment in businesses

Restricted cash

Net cash from investing activities

Cash flows from financing activities:

Borrowings from revolving credit loan

Borrowings from $55M Senior Convertible Notes
Borrowings under subordinated loan agreement
Borrowings under short term loan

Proceeds from equity contributions

Proceeds from exercise of warrants

Borrowings from facility agreement

$

Six Months Ended
June 30, 2010 June 30, 2009

(54,891) $

11,863

33,035
(810)

4
(276)

84

60

1,649

723

(1,489)
2,731
35
(714)
(358)
155
390
817
760
(6,232)

(117,322)
(11,294)
(3,117)
(1,108)
2,064
(130,777)

4,385
151,024

(35,520)

10,892
797
5,432
53
334
(115)
253
648
2,563
305
321

1,983
2,295
559
608
5,790
617
14,481
(1,686)
2,458
13,068

(78,444)
11
(1,367)
(144)
31,436
(48,530)

7,750
55,000
5,000
2,260
1,000
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Deferred financing cost payments

Payments for the interest rate cap instrument

Net cash from financing activities

Effect of exchange rate changes on cash

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information:

Cash paid for:

Interest

Income taxes

Supplemental disclosure of non-cash financing and investing activities:
Conversion of debt to Series A Convertible Preferred Stock

Accrued launch costs and second-generation satellites costs
Capitalization of accrued interest for spare and second-generation satellites and launch
costs

Vendor financing of second-generation satellites

Subordinated loan

Conversion of debt to Common Stock

Amortization and accrual of deferred financing costs

@ &L

@ &L

$
$
$
$
$

155,409
907
19,307
67,881
87,188 $
8,769 $
85 $
—$
1,213 §
14,245 §
—$
4239 §
8,088 $

See accompanying notes to unaudited interim consolidated financial statements.

(21,166)
(12,425)
37,419

1,723
3,680
12,357
16,037

6,228
45

180,177
21,900

12,032
11,977
10,000

7,500
42,522
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GLOBALSTAR, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
1. The Company and Summary of Significant Accounting Policies
Nature of Operations

Globalstar, Inc. (“Globalstar” or the “Company”’) was formed as a Delaware limited liability company in November 2003,
and was converted into a Delaware corporation on March 17, 2006.

Globalstar is a leading provider of mobile voice and data communications services via satellite. Globalstar’s network,
originally owned by Globalstar, L.P. (“Old Globalstar”), was designed, built and launched in the late 1990s by a
technology partnership led by Loral Space and Communications (“Loral”’) and QUALCOMM Incorporated
(“QUALCOMM”). On February 15, 2002, Old Globalstar and three of its subsidiaries filed voluntary petitions under
Chapter 11 of the United States Bankruptcy Code. In 2004, Thermo Capital Partners L.L.C., together with its affiliates
(“Thermo”), became Globalstar’s principal owner, and Globalstar completed the acquisition of the business and assets of
Old Globalstar. Thermo remains Globalstar’s largest stockholder. Globalstar’s Chairman controls Thermo and its
affiliates. Two other members of Globalstar’s Board of Directors are also directors, officers or minority equity owners
of various Thermo entities.

Globalstar offers satellite services to commercial and recreational users in more than 120 countries around the world.
The Company’s voice and data products include mobile and fixed satellite telephones, Simplex and duplex satellite
data modems and flexible service packages. Many land based and maritime industries benefit from Globalstar with
increased productivity from remote areas beyond cellular and landline service. Globalstar’s customers include those in
the following industries: oil and gas, government, mining, forestry, commercial fishing, utilities, military,
transportation, heavy construction, emergency preparedness, and business continuity, as well as individual
recreational users.

Basis of Presentation

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with
generally accepted accounting principles in the United States of America (“GAAP”) for interim financial information.
These unaudited interim consolidated financial statements include the accounts of Globalstar and its majority owned
or otherwise controlled subsidiaries. All significant intercompany transactions and balances have been eliminated in
the consolidation. In the opinion of management, such information includes all adjustments, consisting of normal
recurring adjustments, that are necessary for a fair presentation of the Company’s consolidated financial position,
results of operations, and cash flows for the periods presented. The results of operations for the three and six months
ended June 30, 2010 are not necessarily indicative of the results that may be expected for the full year or any future
period.

The preparation of consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. The Company evaluates its estimates on an ongoing basis, including those related to revenue
recognition, allowance for doubtful accounts, inventory valuation, deferred tax assets, property and equipment,
derivatives, warranty obligations, contingencies and litigation. Actual results could differ from these estimates.

10
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These unaudited interim consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and related notes included in the Company’s Form 10-K for the year ended December 31, 2009,
as amended by Form 8-K filed June 17, 2010. Certain information and footnote disclosures normally included in
financial statements prepared in accordance with GAAP have been condensed or omitted. Certain reclassifications
have been made to prior year consolidated financial statements to conform to current year presentation.

Globalstar operates in one segment, providing voice and data communication services via satellite.

6

11
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Issued Accounting Pronouncements Recently Adopted
Accounting for Own-Share Lending Arrangements in Contemplation of Convertible Debt Issuance

Effective January 1, 2010, the Company adopted the Financial Accounting Standards Board’s (“FASB’s”) updated
guidance on accounting for share loan facilities. This guidance requires that share-lending arrangements be measured
at fair value at the date of issuance and recognized as debt issuance cost with an offset to paid-in-capital. The issuance
cost is required to be amortized as interest expense over the life of the financing arrangement. Per Company policy,
this amortized debt issuance cost was capitalized as construction in process related to our second generation satellite
constellation and, therefore, included in property and equipment, net on the Company’s Consolidated Balance Sheets.
The standard also requires additional disclosures including a description of the terms of the arrangement and the
reason for entering into the arrangement. As described more fully in Note 13, Globalstar was obligated to lend up to
36.1 million shares of its common stock in conjunction with its 2008 $150.0 million convertible debt issuance that is
subject to the provisions of this updated guidance.

The Company has retrospectively revised the Consolidated Statement of Operations for the three and six months
ended June 30, 2009 and the Consolidated Balance Sheet as of December 31, 2009 to reflect the adoption of this

updated guidance. In addition, the Company revised Notes 2, 4, and 13 to reflect the retrospective adoption.

The following table illustrates the impact of this adoption on the Company’s Consolidated Balance Sheet as of
December 31, 2009 and the Consolidated Statement of Operations for the three and six months ended June 30, 2009:

As of December 31, 2009

As Originally Effect
Reported of Change As Revised
(In thousands)
Property and equipment, net $ 961,768 $ 3,153 $ 964,921
Deferred financing costs $ 64,156 $ 5,491 $ 69,647
Additional paid-in capital $ 684,539 $ 16,275 $ 700,814
Retained deficit $ (95,702) $ (7,631) $ (103,333)
Three Months Ended June 30, 2009
As Originally Effect
Reported of Change As Revised
(In thousands)
Weighted average shares outstanding — basic 133,880 (17,300) 116,580
Weighted average shares outstanding — diluted 133,880 (17,300) 116,580
Basic loss per share $ (0.10) $ (0.02) $ (0.12)
Diluted loss per share $ (0.10) $ (0.02) $ (0.12)
Six Months Ended June 30, 2009
As Originally Effect
Reported of Change As Revised
(In thousands)
Weighted average shares outstanding — basic 131,259 (17,300) 113,959
Weighted average shares outstanding — diluted 131,259 (17,300) 113,959
Basic loss per share $ (0.27) $ (0.04) $ (0.31)
Diluted loss per share $ (0.27) $ (0.04) $ (0.31)

Subsequent Events

12
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Effective April 1, 2009, the Company adopted the FASB’s updated guidance related to subsequent events, which
establishes general standards of accounting for and disclosure of events that occur after the balance sheet date but
before financial statements are issued or are available to be issued. The updated guidance initially required the
disclosure of the date through which an entity has evaluated subsequent events and the basis for that date — that is,
whether that date represents the date the financial statements were issued or were available to be issued. However, in
February 2010, the FASB amended the guidance to remove the requirement to disclose the date through which
subsequent events were evaluated. Adoption of the updated guidance did not have a material impact on the Company’s
consolidated results of operations or financial condition.

13
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Fair Value Measurements and Disclosures

Effective January 1, 2010, the Company adopted the FASB’s updated guidance related to fair value measurements and
disclosures, which requires a reporting entity to disclose separately the amounts of significant transfers in and out of
Level 1 and Level 2 fair value measurements and to describe the reasons for the transfers. In addition, in the
reconciliation for fair value measurements using significant unobservable inputs, or Level 3, a reporting entity should
disclose separately information about purchases, sales, issuances and settlements (that is, on a gross basis rather than
one net number). The updated guidance also requires that an entity should provide fair value measurement disclosures
for each class of assets and liabilities and disclosures about the valuation techniques and inputs used to measure fair
value for both recurring and non-recurring fair value measurements for Level 2 and Level 3 fair value measurements.
The guidance is effective for interim or annual financial reporting periods beginning after December 15, 2009, except
for the disclosures about purchases, sales, issuances and settlements in the roll forward activity in Level 3 fair value
measurements, which are effective for fiscal years beginning after December 15, 2010 and for interim periods within
those fiscal years. Therefore, the Company has not yet adopted the guidance with respect to the roll forward activity in
Level 3 fair value measurements. Adoption of the updated guidance did not have an impact on the Company’s
consolidated results of operations or financial condition.

Issued Accounting Pronouncements Not Yet Adopted

In October 2009, the FASB issued new guidance for the accounting for certain revenue arrangements that include
software elements. These new standards amend the scope of pre-existing software revenue guidance by removing
from the guidance non-software components of tangible products and certain software components of tangible
products. These new standards are effective for Globalstar beginning in the first quarter of fiscal year 2011, however
early adoption is permitted. The Company does not expect these new standards to materially impact its Consolidated
Financial Statements.

In October 2009, the FASB issued updated guidance which eliminates the use of the residual method and incorporates
the use of an estimated selling price to allocate arrangement consideration. In addition, the revenue recognition
guidance amends the scope to exclude tangible products that contain software and non-software components that
function together to deliver the product’s essential functionality. The amendments to the accounting standards related
to revenue recognition are effective for fiscal years beginning after June 15, 2010. Upon adoption, the Company may
apply the guidance retrospectively or prospectively for new or materially modified arrangements. The Company is
currently evaluating the financial impact that this accounting standard will have on its Consolidated Financial
Statements.

2. Basic and Diluted Loss Per Share
The Company is required to present basic and diluted earnings per share. Basic earnings per share is computed based
on the weighted-average number of common shares outstanding during the period. Common stock equivalents are

included in the calculation of diluted earnings per share only when the effect of their inclusion would be dilutive.

The following table sets forth the computations of basic and diluted loss per share (in thousands, except per share
data):

Three Months Ended June 30, 2010 Six Months Ended June 30, 2010
Weighted Weighted
Average Shares Average Shares
Income Outstanding Per-Share Income Outstanding Per-Share
(Numerator) (Denominator) Amount  (Numerator) (Denominator) Amount

14



Edgar Filing: Globalstar, Inc. - Form 10-Q

Basic and Dilutive
loss per common

share
Net loss $ (19,249 282,080 $ (0.07) $ (54,891) 278,752 $ (0.20)
Three Months Ended June 30, 2009 (As AdjustedSixNdienths Ended June 30, 2009 (As Adjusted — Note 1)
Weighted Weighted
Average Shares Average Shares
Income Outstanding Per-Share Income Outstanding Per-Share

(Numerator)  (Denominator) Amount (Numerator) (Denominator) Amount
Basic and Dilutive
loss per common
share
Net loss $  (13,762) 116,580  $ (0.12) $ (35,520) 113,959 % (0.31)

For the three and six month periods ended June 30, 2010 and 2009, diluted net loss per share of Common Stock is the
same as basic net loss per share of Common Stock, because the effects of potentially dilutive securities are
anti-dilutive. See Note 13 for information on potentially dilutive shares.

15
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At June 30, 2010 and 2009, 17.3 million Borrowed Shares related to the Company’s Share Lending Agreement (See
Note 13) remained outstanding. The Company does not consider the Borrowed Shares outstanding for the purposes of
computing and reporting its earnings per share.

3. Acquisition

On December 18, 2009, Globalstar entered into an agreement with Axonn L.L.C. (“Axonn”) pursuant to which one of
the Company’s wholly-owned subsidiaries acquired certain assets and assumed certain liabilities of Axonn in exchange
for payment at closing of $1.5 million in cash, subject to a working capital adjustment, and $5.5 million in shares of
the Company’s voting common stock. Of these amounts, $500,000 in cash was held in an escrow account to cover
expenses related to the voluntary replacement of first production models of the Company’s second-generation SPOT
satellite GPS messenger devices. Additionally, 2,750,000 shares of stock are held in escrow for any pre-acquisition
contingencies not disclosed during the transaction. Globalstar is also obligated to pay up to an additional $10.8 million
for earnout payments based on sales of existing and new products over a five-year earnout period. As of December 31,
2009, the Company’s best estimate of the total earnout was 100% or $10.8 million; consequently, the Company
accrued the fair value of that expected earnout or approximately $6.0 million. This estimate has not changed and
nothing has been paid as of June 30, 2010. Earnout payments will be made principally in stock (not to exceed 10% of
the Company’s pre-transaction outstanding common stock), but may be paid in cash after 13 million shares have been
issued at Globalstar’s option. Prior to the acquisition, Axonn was the principal supplier of the SPOT satellite GPS
messenger products.

In connection with the transaction described above, the Company issued 6,298,058 shares of voting common stock to
Axonn and certain of its lenders under Section 4(2) of the Securities Act of 1933 as a transaction not involving a

public offering. The recipients may not sell any of these shares until the first anniversary of the closing.

The following table summarizes the Company’s initial allocation of the purchase price to the assets acquired and
liabilities assumed in the acquisition (in thousands):

December 18,

2009
Accounts receivable $ 1,176
Inventory 2,897
Property and equipment 931
Intangible assets and goodwill 10,303
Total assets acquired $ 15,307
Accounts payable and other accrued liabilities 2,311
Total liabilities assumed $ 2,311
Net assets acquired $ 12,996

The Company is accounting for the acquisition using the purchase method of accounting. The Company allocated the
total estimated purchase prices to net tangible assets and identifiable intangible assets based on their fair values as of
the date of the acquisition, recording the excess of the purchase price over those fair values as goodwill. The Company
estimates that a portion of the final purchase price will be allocated to goodwill because of the synergies within the
marketing organizations and the manufacturing expertise of Axonn. This allocation is preliminary due to being unable
to complete the valuation of the earnout and certain assets prior to this Report’s filing date. This allocation will be
finalized within one year from the acquisition date.

The Company has included the results of operations of Axonn in its consolidated financial statements from the date of
acquisition. The results of Axonn prior to the acquisition are not material.

16
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4. Property and Equipment

Property and equipment consist of the following (in thousands):

June 30, December 31,

2010 2009
As Adjusted —
Note 1
Globalstar System:
Space component $ 132982 $ 132,982
Ground component 30,991 31,623
Construction in progress:
Second-generation satellites, ground and related launch costs 924,315 852,466
Other 3,016 1,223
Furniture and office equipment 22,035 20,316
Land and buildings 4,214 4,308
Leasehold improvements 830 823
1,118,383 1,043,741
Accumulated depreciation (88,658) (78,820)

$ 1,029,725 $ 964,921

Property and equipment consists of an in-orbit satellite constellation (including eight spare satellites launched in
2007), ground equipment, second-generation satellites under construction and related launch costs, second-generation
ground component and support equipment located in various countries around the world.

In June 2009, Globalstar and Thales Alenia Space entered into an amended and restated contract for the construction
of second-generation low-earth orbit satellites to incorporate prior amendments and acceleration requests and to make
other non-material changes to the contract entered into in November 2006. The total contract price, including
subsequent additions, is approximately €678.9 million. Upon closing of the Facility Agreement (See Note 13
“Borrowings’’), amounts in the escrow account became unrestricted and were reclassified to cash and cash equivalents.

In March 2007, the Company and Thales Alenia Space entered into an agreement for the construction of the Satellite
Operations Control Centers, Telemetry Command Units and In Orbit Test Equipment (collectively, the Control
Network Facility) for the Company’s second-generation satellite constellation. The total contract price for the
construction and associated services is €9.8 million, consisting primarily of €4.1 million for the Satellite Operations
Control Centers, €3.6 million for the Telemetry Command Units and €2.1 million for the In Orbit Test Equipment, with
payments to be made on a quarterly basis through completion of the Control Network Facility. The completion of the
facility is now scheduled to occur during the third quarter of 2010.

In September 2007, the Company and Arianespace (the Launch Provider) entered into an agreement for the launch of
the Company’s second-generation satellites and certain pre and post-launch services. Pursuant to the agreement, the
Launch Provider agreed to make four launches of six satellites each, and the Company had the option to require the
Launch Provider to make four additional launches of six satellites each. The total contract price for the first four
launches is approximately $216.1 million. In July 2008, the Company amended its agreement with the Launch
Provider for the launch of the Company’s second-generation satellites and certain pre and post-launch services. Under
the amended terms, the Company could defer payment on up to 75% of certain amounts due to the Launch Provider.
The deferred payments incurred annual interest at 8.5% to 12% and became payable one month from the
corresponding launch date. As of June 30, 2010 and December 31, 2009, the Company had no deferred payments
outstanding to the Launch Provider. In June 2009, the Company and the Launch Provider again amended their
agreement reducing the number of optional launches from four to one and modifying the agreement in certain other
respects including terminating the deferred payment provisions. Notwithstanding the one optional launch, the

18
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Company is free to contract separately with the Launch Provider or another provider of launch services after the
Launch Provider’s firm launch commitments are fulfilled.

In May 2008, the Company and Hughes Network Systems, LLC (Hughes) entered into an agreement under which
Hughes will design, supply and implement (a) the Radio Access Network (RAN) ground network equipment and
software upgrades for installation at a number of the Company’s satellite gateway ground stations and (b) satellite
interface chips to be a part of the User Terminal Subsystem (UTS) in various next-generation Globalstar devices. In
January 2010, the Company issued an authorization to proceed on $2.7 million of new features which will result in a
revised total contract purchase price of approximately $103.5 million, payable in various increments over a period of
57 months. The Company has the option to purchase additional RANs and other software and hardware improvements
at pre-negotiated prices. In August 2009, the Company and Hughes amended their agreement extending the
performance schedule by 15 months and revising certain payment milestones. Capitalization of costs has begun based
upon reaching technological feasibility of the project. As of June 30, 2010, the Company had made payments of $42.6
million under this contract and expensed $5.5 million of these payments, capitalized $32.1 million under
second-generation satellites, ground and related launch costs and $5.0 million is classified as a prepayment in other
assets, net.

In October 2008, the Company signed an agreement with Ericsson Federal Inc., a leading global provider of
technology and services to telecom operator