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Satellite & Space _____________________________________________________  
 
ORBC: Receives $44 Million Insurance Claim 

 
Last night, Orbcomm announced a $44.25 million insurance settlement related to the 
company’s failed June 2008 “quick launch” satellite program.  Overall, we view the settlement 
as a win for Orbcomm as it equates to 88.5% of the maximum claim of $50 million, and well 
within our estimated range of $40 to $45 million.  Key takeaways from the announcement 
include:  
 
• Funding issues dissolve.  Long-term capital funding concerns, which have long weighed on 

Orbcomm’s stock, should largely evaporate now that the company has secured sufficient 
funding to carry out its second generation satellite launch program (see page 2 for 
additional funding details).  
 

• AIS revenues continue.  Orbcomm still retains ownership of the two quick launch satellites 
that are still operating and generating AIS revenues.  Furthermore, while obviously not 
ideal, Orbcomm has now essentially gotten a free trial and will be able to expand upon the 
failed satellite technology in addition to incorporating new technology on its next 
generation satellites.   

 
We maintain our Strong Buy rating.  Overall, the insurance settlement equates to roughly $1.00 
per share of incremental book value to Orbcomm.  In addition, Orbcomm’s valuation multiple 
could expand if investors conclude that the company is, in fact, a fully funded going concern.  
Bottom line, we do not believe the insurance settlement is fully reflected in Orbcomm’s stock 
price and we would not be surprised to see the stock trade upwards of $0.50 per share higher 
as the insurance settlement is more fully priced into Orbcomm’s stock.   
 
Looking ahead, we remain convinced that subscriber growth and service revenues will 
accelerate over the next several quarters, leading to rapid margin expansion and EBITDA 
growth.  Furthermore, we now believe Orbcomm is well positioned to grow its constellation size 
and capability.  Therefore we maintain our Strong Buy rating and 12-month price target of 
$5.50.  Our price target is based on our discounted cash flow model, as detailed on page 5 
 
 
 
 
 

GAAP  Q1 Q2 Q3 Q4 Full Revenues 
EPS  Mar Jun Sep Dec Year (mil.) 

2008A $(0.01) $(0.01) $(0.02) $(0.05) $(0.09) $30 
Old 2009E (0.05)A (0.02)A (0.03)A (0.19) (0.46) 28 

New 2009E (0.22)A (0.02)A (0.03)A (0.19) (0.46) 27 
Old 2010E (0.02) (0.02) 0.00 0.00 (0.04) 32 

New 2010E (0.02) (0.02) 0.00 0.00 (0.04) 31 

Rows may not add due to rounding. 1Q08A, 2008A, and 1Q09A revised to correct error on previous research. 

 

Rating _________________________________
  Strong Buy 1
 
Current and Target Price __________________
Current Price (12/17/2009 9:30 a.m.) $2.30
Target Price: $5.50
52-Week Range $3.23 - $1.16
Suitability High Risk
 
Market Data ____________________________
Shares Out. (mil.) 42.0
Market Cap. (mil.) $97
Avg. Daily Vol. (10 day) 63,600
Dividend/Yield $0.00/0.0%
BVPS (09/09) $3.60
Total Debt (mil.)/% Cap. $1/1%
 
Earnings & Valuation Metrics ______________

 2008A 2009E 2010E

P/E Ratios (GAAP) 
 NM NM NM
 
Adj. EBITDA (mil.) 
Old $2 $4 $11
New $2 $5 $9
 
Company Description_____________________
Headquartered in Ft. Lee, New Jersey, Orbcomm is a 
provider of satellite-based, machine-to-machine 
(M2M) messaging services, with an emphasis on five 
key markets: (1) commercial transportation; (2) heavy 
equipment; (3) fixed asset monitoring; (4) marine 
vessels; and (5) government and homeland security. 
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Additional Funding Notes:  
 
As a reminder, Orbcomm signed a $117 million satellite manufacturing contract during 2008 to construct 18 next-generation satellites.  In 
addition, Orbcomm will need to spend an additional $50-60 million to launch and insure these satellites, beginning in early 2011 and 
extending into 2012.  During 2009, management projects that Orbcomm will spend approximately $25-30 million on its next-gen satellite 
network, followed by an additional $30-35 million in 2010 (which excludes any launch events). 
 
Following the settlement, Orbcomm should hold $86 million of cash, with no meaningful debt.  Furthermore, we are projecting Orbcomm to 
generate adjusted EBITDA of ~$15 million over the next six quarters, which should allow the company to exit 2010 with a cash position of 
approximately $54 million.  The cash requirement will pick up in 2011-2012 as Orbcomm completes the construction and launch of its second 
generation satellite network, but Orbcomm’s EBITDA growth will also likely accelerate (2011-2012 estimated EBITDA of ~$58 million) due to 
the 90%+ incremental margins generated from satellite services.  In addition, Orbcomm has access to $20 million of vendor financing from 
Sierra Nevada Corporation (SNC), should the need arise. 
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Orbcomm, Inc.
Quarterly Income Statement

proj. proj. proj. proj. proj. proj. proj.

($ in mm., ex-EPS) 1Q08 2Q08 3Q08 4Q08 2008 1Q09 2Q09 3Q09 4Q09 2009 1Q10 2Q10 3Q10 4Q10 2010

Service revenues $4.86 $5.76 $6.34 $6.85 $23.80 $6.62 $6.72 $6.94 $7.14 $27.43 $7.34 $7.61 $7.96 $8.39 $31.31
Hardware sales (0.01) 1.12 1.19 0.50 2.80 0.11 0.05 0.09 0.04 0.28 0.03 0.07 0.08 0.07 0.25
   Total Revenue 4.85 6.87 7.53 7.35 26.60 6.73 6.77 7.03 7.18 27.71 7.37 7.68 8.04 8.46 31.55

Cost of services 2.03 2.13 2.62 3.01 9.80 3.22 3.29 10.80 10.25 27.56 3.55 3.58 3.82 3.69 14.64
Cost of hardware 0.02 0.57 0.80 0.05 1.44 0.06 0.04 0.04 0.03 0.17 0.03 0.06 0.08 0.06 0.23
   Total Gross Profit 2.79 4.18 4.11 4.29 15.36 3.45 3.44 (3.81) (3.11) (0.03) 3.79 4.04 4.15 4.70 16.68

SG&A 4.43 5.17 4.57 4.76 18.93 4.80 4.40 3.61 4.43 17.24 4.42 4.45 3.75 4.48 17.10
Product development 0.12 0.15 0.19 0.66 1.12 0.19 0.15 0.19 0.23 0.76 0.20 0.20 0.20 0.22 0.83
Other expense (0.88) (0.37) (0.13) 0.00 (1.37) 7.05 0.00 (7.05) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Operating profit (0.88) (0.77) (0.53) (1.14) (3.32) (8.59) (1.11) (0.56) (7.77) (18.03) (0.83) (0.61) 0.20 0.01 (1.24)

Interest (expense) (0.05) (0.05) (0.05) (0.05) (0.20) (0.05) (0.05) (0.05) (0.01) (0.16) (0.01) (0.01) (0.01) (0.01) (0.06)
Interest income 0.77 0.36 0.38 0.10 1.60 0.04 0.02 0.01 0.01 0.08 0.02 0.02 0.02 0.01 0.07
Other (exp), net 0.01 0.01 (0.26) (0.61) (0.84) (0.05) 0.39 (0.12) 0.00 0.22 0.00 0.00 0.00 0.00 0.00
   Pretax Income (0.15) (0.45) (0.46) (1.70) (2.76) (8.65) (0.75) (0.72) (7.77) (17.88) (0.83) (0.61) 0.20 0.01 (1.23)

Pre-Control Earnings -         (0.13) 0.00 0.00 (0.13) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Minority Interest -         (0.04) (0.19) (0.24)      (0.47) (0.04) (0.03) (0.03) (0.03) (0.13) (0.03) (0.03) (0.03) (0.03) (0.12)
Income tax 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Net Income (0.15) (0.62) (0.65) (1.94) (3.36) (8.68) (0.77) (0.75) (7.80) (18.00) (0.86) (0.64) 0.17 (0.02) (1.35)

Discontinued Ops (0.38) (0.36) (0.35) (0.35) (1.44) (0.45) 0.41 (0.49) 0.00 (0.53) 0.00 0.00 0.00 0.00 0.00
Net loss to common (0.53) (0.98) (1.00) (2.29) (4.80) (9.14) (0.36) (1.24) (7.80) (18.53) (0.86) (0.64) 0.17 (0.02) (1.35)

Basic EPS ($0.01) ($0.01) ($0.02) ($0.05) ($0.09) ($0.22) ($0.02) ($0.03) ($0.19) ($0.46) ($0.02) ($0.02) $0.00 $0.00 ($0.04)
Diluted EPS ($0.01) ($0.01) ($0.02) ($0.05) ($0.09) ($0.22) ($0.02) ($0.03) ($0.19) ($0.46) ($0.02) ($0.02) $0.00 $0.00 ($0.04)

Wtd Ave Shares 41.80 41.96 42.07 41.66 41.98 42.31 42.41 42.44 42.10 42.31 42.15 42.19 42.27 42.36 42.24
Fully Diluted Shares 41.80 41.96 42.07 41.66 41.98 42.31 42.41 42.44 42.10 42.31 42.15 42.25 42.32 42.43 42.29

Non-recurring Items $0.02 $0.01 $0.00 $0.00 $0.03 ($0.17) $0.00 $0.17 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Non-GAAP EPS ($0.03) ($0.02) ($0.02) ($0.05) ($0.12) ($0.05) ($0.02) ($0.20) ($0.19) ($0.46) ($0.02) ($0.02) $0.00 $0.00 ($0.04)

Subscribers, EOP  (000) 380 421 442 460 460 476 483 509 516 516 530 548 570 599 599

EBITDA
Net Income (0.53) (0.98) (1.00) (2.29) (3.36) (9.14) (0.36) (1.24) (7.80) (18.00) (0.86) (0.64) 0.17 (0.02) (1.35)
(-) Interest income 0.77 0.36 0.38 0.10 1.40 0.04 0.02 0.01 0.01 (0.07) 0.02 0.02 0.02 0.01 0.01
(+) Interest expense 0.05 0.05 0.05 0.05 0.76 0.05 0.05 0.05 0.01 0.31 0.01 0.01 0.01 0.01 0.07
(+) Income tax 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
(+) D&A 0.65 0.66 0.89 1.03 3.24 1.30 1.30 8.88 9.29 20.78 1.72 1.91 1.89 2.38 7.90
 (=) EBITDA (0.60) (0.62) (0.43) (1.30) (0.77) (7.83) 0.96 7.69 1.50 3.16 0.86 1.27 2.06 2.35 6.61

(+) Min Interest 0.00 0.17 0.19 0.24 0.60 0.04 0.03 0.03 0.03 0.13 0.03 0.03 0.03 0.03 0.12
(+) Impairment/other 0.00 0.00 0.00 0.00 0.00 7.05 0.00 (7.05) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
(+) FAS123R 0.81 1.02 0.89 0.99 3.71 0.46 0.34 0.35 0.55 1.70 0.40 0.60 0.60 1.10 2.70

 (=) Adjusted EBITDA 0.21 0.56 0.65 (0.07) 1.34 (0.29) 1.33 1.02 2.08 4.98 1.29 1.90 2.69 3.48 9.43

Margin Analysis 1Q08 2Q08 3Q08 4Q08 2008 1Q09 2Q09 3Q09 4Q09 2009 1Q10 2Q10 3Q10 4Q10 2010
   Service 58.1% 63.0% 58.6% 56.0% 58.8% 51.4% 51.0% -55.6% -43.5% -0.5% 51.6% 53.0% 52.1% 56.0% 53.2%
   Hardware 310.0% 49.1% 32.9% 90.0% 48.6% 42.9% 28.0% 54.3% 1.5% 38.8% 4.1% 5.5% 7.5% 8.0% 6.7%
Gross Margins 57.6% 60.8% 54.5% 58.3% 57.7% 51.2% 50.8% -54.1% -43.3% -0.1% 51.4% 52.6% 51.6% 55.6% 52.9%
SG&A 91.4% 75.2% 60.7% 64.8% 71.2% 71.4% 65.0% 51.3% 61.7% 62.2% 60.0% 57.9% 46.7% 52.9% 54.2%
Product development 2.5% 2.2% 2.5% 9.0% 4.2% 2.8% 2.2% 2.7% 3.2% 2.7% 2.8% 2.7% 2.5% 2.6% 2.6%
Operating Margin -18.2% -11.3% -7.0% -15.5% -12.5% -127.7% -16.4% -8.0% -108.2% -65.1% -11.3% -8.0% 2.4% 0.1% -3.9%
Pretax Income -3.2% -6.6% -6.1% -23.1% -10.4% -128.5% -11.0% -10.2% -108.2% -64.5% -11.2% -7.9% 2.5% 0.1% -3.9%
Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Net Profit Margin -3.2% -9.1% -8.6% -26.3% -12.6% -129.1% -11.4% -10.6% -108.6% -65.0% -11.6% -8.3% 2.1% -0.3% -4.3%
Adj. EBITDA 4.3% 8.1% 8.6% -1.0% 5.1% -4.3% 19.7% 14.5% 28.9% 18.0% 17.6% 24.7% 33.5% 41.2% 29.9%

YOY Growth
Subscribers 51.8% 51.0% 39.1% 31.1% 25.3% 14.9% 15.3% 12.2% 11.3% 13.3% 12.0% 16.1%
   Service 22.9% 36.5% 39.2% 37.1% 34.3% 36.4% 16.7% 9.5% 4.3% 15.2% 10.9% 13.3% 14.7% 17.5% 14.1%
   Hardware -100.5% -53.7% -49.4% -86.3% -73.2% -1150.0% -95.5% -92.3% -93.0% -89.9% -73.9% 33.0% -8.9% 99.6% -12.2%
Total Sales -18.7% 3.7% 8.9% -15.0% -5.5% 38.8% -1.5% -6.6% -2.3% 4.2% 9.6% 13.4% 14.4% 17.9% 13.9%
Sales & Mktg -16.7% 15.3% 7.8% 30.4% 7.0% 8.5% -14.9% -21.0% -7.0% -8.9% -8.0% 1.1% 4.0% 1.1% -0.8%
R&D -66.4% -41.6% -13.8% 193.8% 5.8% 56.2% 1.3% 2.1% -65.4% -32.1% 7.2% 33.9% 5.3% -4.2% 8.6%
Operating Exp -19.8% 12.2% 6.8% 39.9% 6.9% 9.8% -14.5% -20.1% -14.1% -10.2% -7.4% 2.2% 4.1% 0.8% -0.4%
Adj. EBITDA NM NM NM NM NM NM 138.0% 57.6% NM 270.5% NM 42.2% 163.1% 67.7% 89.4%

CFO 0.14 3.05 1.36 (0.60) 3.95 (1.26) 2.65 1.92 1.90 5.21 0.70 0.93 1.74 2.04 5.40
CAPX 1.46 12.74 12.55 13.54 40.29 6.92 7.13 11.77 9.20 35.03 8.60 8.90 8.40 8.80 34.70
   Free Cash (1.32) (9.68) (11.19) (14.15) (36.34) (8.18) (4.48) (9.85) (7.30) (29.81) (7.90) (7.97) (6.66) (6.76) (29.30)  
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Orbcomm, Inc.
Quarterly Balance Sheet

proj. proj. proj. proj. proj.

ASSETS 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10
Cash & equivalents 114.40 98.96 88.47 77.37 68.95 65.93 55.22 48.55 85.98 65.96 60.19 54.04
Short-term investments 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Receivables, net 4.11 4.84 3.90 3.41 4.19 3.58 3.52 2.96 2.99 3.11 3.26 3.43
Inventories, net 3.54 3.43 3.68 0.16 1.79 0.12 0.09 0.07 0.04 0.09 0.11 0.09
Receivables from Ins. 0.00 0.00 0.00 2.45 2.45 2.45 31.35 31.35 0.00 0.00 0.00 0.00
Advance payments 0.16 0.16 0.16 0.00 0.00 0.00 0.90 0.90 0.90 0.90 0.90 0.90
Prepaid expenses, other 0.99 0.91 1.34 3.31 1.44 2.13 1.25 1.25 1.25 1.25 1.25 1.25
   Total Current Assets 123.20 108.30 97.54 86.70 78.81 74.21 92.32 85.08 91.16 71.31 65.70 59.70

Satellite Network 51.32 68.87 86.35 92.77 86.70 92.51 73.92 73.83 67.61 87.69 94.32 101.33
Long-term receivable 0.23 0.23 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Intangible assets, net 5.20 4.83 4.46 4.09 3.71 3.34 2.97 2.64 2.27 1.90 1.53 1.16
Other assets 1.82 6.85 7.32 7.81 6.67 6.50 6.77 6.77 6.77 6.77 6.77 6.77
   Total Current Assets 181.77 189.08 195.66 191.37 175.90 176.55 175.98 168.31 167.81 167.66 168.31 168.96

LIABILITIES & EQUITY
Short term borrowings 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Accounts payable 3.34 5.16 3.52 8.43 2.58 2.88 3.07 3.13 3.19 3.25 3.32 3.39
Accrued liabilities 12.50 8.89 16.84 7.17 6.90 7.16 7.33 7.43 7.53 7.63 7.73 7.83
Deferred revenues 1.59 3.10 3.32 3.87 3.58 4.13 4.25 4.25 4.25 4.25 4.25 4.25
  Total Current Liabilities 17.43 17.15 23.69 19.47 13.06 14.16 14.65 14.81 14.97 15.13 15.30 15.47

Note payable 1.30 1.37 1.25 1.24 1.18 1.30 1.40 1.40 1.40 1.40 1.40 1.40
Other Liability 0.18 0.18 0.18 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Deferred revenue 1.66 8.14 7.79 7.61 7.39 7.22 6.65 6.32 5.99 5.66 5.33 5.00
   Total Liabilities 20.56 26.84 32.91 28.32 21.63 22.68 22.70 22.53 22.36 22.20 22.03 21.87

Minority Interest 0.00 0.96 1.21 1.45 1.48 1.58 1.78 2.08 2.38 2.68 2.98 3.28

Preferred/convertible 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Common stock 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04
Paid in capital 225.84 227.00 227.98 229.00 229.46 229.80 230.15 230.15 230.37 230.72 231.07 231.60
Accumulated deficit (63.97) (64.95) (65.95) (67.98) (77.11) (77.47) (78.71) (86.51) (87.36) (88.00) (87.83) (87.86)
Other (0.71) (0.81) (0.53) 0.54 0.40 (0.08) 0.02 0.02 0.02 0.02 0.02 0.02
   Stockholders' Equity 161.20 161.28 161.54 161.61 152.79 152.29 151.50 143.70 143.06 142.78 143.30 143.81

Total Liabilities & S/E 181.77 189.08 195.66 191.37 175.90 176.55 175.98 168.31 167.81 167.66 168.31 168.96

Shares Out 41.66 41.66 41.66 41.66 42.10 42.10 42.10 42.10 42.15 42.23 42.31 42.42

Receivables, DSO 77.4 64.2 47.2 42.3 56.8 48.3 45.6 37.6 37.0 37.0 37.0 37.0
Inventory, DCGS 15,373.5 551.2 418.7 288.4 2,723.8 294.0 195.5 190.0 140.0 136.0 125.0 124.0
Accounts payable 14,513.1 829.4 401.2 15,381.1 3,920.7 7,289.9 6,663.4 8,280.2 11,081.0 4,726.0 3,905.7 4,808.3
Accrued liabilities 54,306.8 1,427.5 1,918.8 13,081.6 10,495.3 18,141.0 15,934.0 19,676.6 26,163.1 11,084.9 9,099.0 11,124.0

CFO 0.14 3.05 1.36 (0.60) (1.26) 2.65 1.92 1.90 0.70 0.93 1.74 2.04
CAPX 1.46 12.74 12.55 13.54 6.92 7.13 11.77 9.20 8.60 8.90 8.40 8.80
   Free Cash (1.32) (9.68) (11.19) (14.15) (8.18) (4.48) (9.85) (7.30) (7.90) (7.97) (6.66) (6.76)  
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Orbcomm, Inc.
Intrinsic Share Value

Free Cash Flow Technique

Value as of Jan 2009
Y/E December FCF PV Factor Pres. Val.

2009 (10) 0.858 (9)
2010 (6) 0.735 (4)
2011 7 0.631 4
2012 22 0.541 12
2013 44 0.464 21

Outyears 63 3.537 223
Total Intrinsic Value 247
Plus Non Operating Capital 0
Less Debt & Other Liabilities 1
Equity Value $245

Intrinsic Share Value $5.88

Perpetual Growth Rate 3.50%
Equity Risk Premium 15.0%
Beta 1.5         
Risk Free Rate 5.5%
Cost of Equity 28.0%
Marginal Cost of Debt 9.5%
Marginal Tax Rate 45%
After-Tax Cost of Debt 5.23%
Debt/Cap Target 50%
WACC 16.6%  

Source:  Raymond James research. 
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Important Investor Disclosures 
Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide.  Raymond James & 
Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL  33716, (727) 567-1000. Affiliates include 
the following entities, which are responsible for the distribution of research in their respective areas.  In Canada, Raymond James Ltd., Suite 
2200, 925 West Georgia Street, Vancouver, BC  V6C 3L2, (604) 659-8200.  In Latin America, Raymond James Latin America, Ruta 8, km 17, 500, 
91600 Montevideo, Uruguay, 00598 2 518 2033.  In Europe, Raymond James European Equities, 40, rue La Boetie, 75008, Paris, France, +33 1 
45 61 64 90. 

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in 
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation.  The securities discussed in this document may not be eligible for sale in some jurisdictions.  This research is not an offer to sell 
or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It does not 
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients.  Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital 
may occur.  Investors should consider this report as only a single factor in making their investment decision. 

Investing in securities of issuers organized outside of the U.S., including ADRs, may entail certain risks.  The securities of non-U.S. issuers may 
not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and Exchange Commission.  There may be limited 
information available on such securities.  Investors who have received this report may be prohibited in certain states or other jurisdictions 
from purchasing the securities mentioned in this report.  Please ask your Financial Advisor for additional details.  

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell 
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such 
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available 
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute 
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.   

Additional information is available on request. 

 

Analyst Information 
Registration of Non-U.S. Analysts:  The analysts listed on the front of this report who are not employees of Raymond James & Associates, 
Inc., are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc., 
and are not subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public companies, 
and trading securities held by a research analyst account. 

Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus 
system. Several factors enter into the bonus determination including quality and performance of research product, the analyst's success 
in rating stocks versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors 
may include but are not limited to: overall ratings from internal (other than investment banking) or external parties and the general 
productivity and revenue generated in covered stocks.  

 

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part 
of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this research report. In addition, said analyst has not received compensation from any subject company in the last 
12 months. 

 

Ratings and Definitions 
Raymond James & Associates (U.S.) definitions   

Strong Buy (SB1)  Expected to appreciate and produce a total return of at least 15% and outperform the S&P 500 over the next six months. For 
higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least 15% is expected to be realized over 
the next 12 months. 

Outperform (MO2)  Expected to appreciate and outperform the S&P 500 over the next 12 months. For higher yielding and more conservative 
equities, such as REITs and certain MLPs, an Outperform rating is used for securities where we are comfortable with the relative safety of the 
dividend and expect a total return modestly exceeding the dividend yield over the next 12 months. 

Market Perform (MP3)  Expected to perform generally in line with the S&P 500 over the next 12 months and is potentially a source of funds for 
more highly rated securities. 

Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. 
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Raymond James Ltd. (Canada) definitions   

Strong Buy (SB1)  The stock is expected to appreciate and produce a total return of at least 15% and outperform the S&P/TSX Composite Index 
over the next six months. 

Outperform (MO2)  The stock is expected to appreciate and outperform the S&P/TSX Composite Index over the next twelve months. 

Market Perform (MP3)  The stock is expected to perform generally in line with the S&P/TSX Composite Index over the next twelve months and 
is potentially a source of funds for more highly rated securities. 

Underperform (MU4)  The stock is expected to underperform the S&P/TSX Composite Index or its sector over the next six to twelve months 
and should be sold. 

 

Raymond James Latin American rating definitions   

Strong Buy (1)  Expected to appreciate and produce a total return of at least 25.0% over the next twelve months. 
Buy (2)  Expected to appreciate and produce a total return of between 15.0% and 25.0% over the next twelve months. 
Hold (3)  Expected to perform in line with the underlying country index. 
Underperform (4)  Expected to underperform the underlying country index. 
 

Raymond James European Equities rating definitions  

Strong Buy (1)  Absolute return expected to be at least 10% over the next 12 months and perceived best performer in the sector universe. 
Buy (2)  Absolute return expected to be at least 10% over the next 12 months. 
Fair Value (3)  Stock currently trades around its fair price and should perform in the range of -10% to +10% over the next 12 months. 
Sell (4)  Expected absolute drop in the share price of more than 10% in next 12 months. 
 

Rating Distributions 

Out of approximately 771 rated stocks in the Raymond James coverage universe, 48% have Strong Buy or Outperform ratings (Buy), 44% are 
rated Market Perform (Hold) and 7% are rated Underperform (Sell).  Within those rating categories, 24% of the Strong Buy- or Outperform 
(Buy) rated companies either currently are or have been Raymond James Investment Banking clients within the past three years; 13% of the 
Market Perform (Hold) rated companies are or have been clients and 14% of the Underperform (Sell) rated companies are or have been 
clients. 

 

Suitability Categories (SR) 

For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of potential risk factors for 
investors.  Suitability ratings are not assigned to stocks rated Underperform (Sell).  Projected 12-month price targets are assigned only to 
stocks rated Strong Buy or Outperform. 

Total Return (TR)  Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of principal. 

Growth (G)  Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend, and the potential 
for long-term price appreciation. 

Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less predictable earnings 
and acceptable, but possibly more leveraged balance sheets. 

High Risk (HR)  Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and competitive issues, 
higher price volatility (beta), and risk of principal. 

Venture Risk (VR)  Companies with a short or unprofitable operating history, limited or less predictable revenues, very high risk associated 
with success, and a substantial risk of principal. 

 

Raymond James Relationship Disclosures 
Raymond James expects to receive or intends to seek compensation for investment banking services from the subject companies in the 
next three months. 

Company Name Disclosure 

Orbcomm Inc. Raymond James & Associates makes a NASDAQ market in shares of ORBC. 

Raymond James & Associates co-managed a secondary offering of ORBC shares  in May 2007. 
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Stock Charts, Target Prices, and Valuation Methodologies 
Target Prices: The information below indicates our target price and rating changes for ORBC stock over the past three years. 

 

Price Rating Change Target Price Change
Coverage Suspended Target Price and Rating Change Split Adjustment
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Orbcomm Inc. (ORBC) 3 yr. Stock PerformanceOrbcomm Inc. (ORBC) 3 yr. Stock Performance

Date: 12/15/09

MO2 $18.50 SB1 $18.50 SB1 $10.50 SB1 $9.00
SB1 $7.50

SB1 $5.50

Analyst Recommendations & 12 Month Price Objective
SB1:   Strong Buy           NA:   Not Applicable
MO2:   Outperform           NM:   Not Meaningful
MP3:   Market Perform       UR:   Under Review
MU4:   Underperform         
NR :   Not Rated            

 

U
pd

at
e 

D
at

e 

Cl
os

in
g 

Pr
ic

e 

Ta
rg

et
 

Pr
ic

e 

Ra
ti

ng
 

3/17/09 1.27 5.50 1 
11/11/08 2.70 7.50 1 

10/6/08 3.96 9.00 1 
3/12/08 5.50 10.50 1 
8/15/07 7.86 18.50 1 

6/5/07 15.46 18.50 2  

 

Valuation Methodology:  The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and 
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management effectiveness; 
competition; visibility; financial condition, and expected total return, among other factors.  These factors are subject to change depending on 
overall economic conditions or industry- or company-specific occurrences.  Our valuation methodology for Orbcomm is based on forward 
projections of earnings, balance sheet, and cash flow.  Using these projections, we calculate measures of current and projected intrinsic 
values.  We also monitor and use additional valuation metrics, including comparable and historical P/Es, EV/EBITDA, and peer group 
comparisons. 

 

Risk Factors 
General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on Raymond James research: 
(1) Industry fundamentals with respect to customer demand or product / service pricing could change and adversely impact expected 
revenues and earnings; (2) Issues relating to major competitors or market shares or new product expectations could change investor attitudes 
toward the sector or this stock; (3) Unforeseen developments with respect to the management, financial condition or accounting policies or 
practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest rates, the U.S. dollar or major 
segments of the economy could alter investor confidence and investment prospects. International investments involve additional risks such as 
currency fluctuations, differing financial accounting standards, and possible political and economic instability. 

Specific Investment Risks Related to the Industry or Issuer 

The well being and efficiency of the satellite communications industry has a heavy interdependence among its sub-sectors.  Specifically, a 
launch failure or excessive delays in payload manufacturing would impact the industry as a whole and impede a firm's ability to rollout new 
technology or replenish a satellite fleet. Advances or innovation in new terrestrial technologies (WiFi, WiMax, cellular, adoption of fiber optic 
infrastructure) could render satellite solutions obsolete or less competitive. Additionally, the highly coveted spectrum used by satellite 
communications companies is a top priority of regulatory authorities, and the introduction of new regulatory restrictions could negatively 
impact the industry's profitability. 

Company-Specific Risks for Orbcomm Inc. 
 
Volatility of Hardware Sales 
Customers often purchase hardware in bulk, leading to lumpy sales patterns and volatile gross margin performance.  This sales volatility 
should decrease over time as the number of resellers and the breadth of customers continue to grow. 

Vendor Risk 
Delphi Automotive Systems, the exclusive supplier of subscriber communicators to Orbcomm's Stellar subsidiary, is currently operating under 
Chapter 11 bankruptcy protection.  Somewhat mitigating this risk is the fact that the communicators are manufactured in Mexico using non-
union labor. 
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Evolving Competition 
Although we believe Orbcomm's satellite-based M2M solution is well positioned relative to existing technologies, the wireless industry is 
renowned for its rapid innovation, which could lead to the emergence of new competitive technologies. 

Launch/Orbit Failures 
While the incidence of launch failures has generally been on the decline for the past 50 years, the possibility of a launch failure cannot be 
ruled out altogether.  To mitigate this risk, Orbcomm purchases launch insurance, but this insurance is generally limited to replacement value 
only and would not compensate for the possibility of lost sales/profits resulting from a delayed fleet upgrades. 

 

 

 

 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available at rjcapitalmarkets.com/SearchForDisclosures_main.asp. Copies of research or Raymond James’ summary 
policies relating to research analyst independence can be obtained by contacting any Raymond James & Associates or Raymond James 
Financial Services office (please see raymondjames.com for office locations) or by calling 727-567-1000, toll free 800-237-5643 or 
sending a written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6th Floor, 880 Carillon Parkway, 
St. Petersburg, FL 33716. 

 

For clients in the United Kingdom: 

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for distribution 
only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial Promotion) Order 2000 as 
investment professionals and may not be distributed to, or relied upon, by any other person. 

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond James Investment 
Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted. 

For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to conflict of 
interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment Services, Ltd. are authorized 
and regulated in the U.K. by the Financial Services Authority. 

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:  

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be 
submitted. 

For Canadian clients:  

Review of Material Operations:  The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate 
visit, the material operations of a subject company before initiating research coverage.  The scope of the review may vary depending on 
the complexity of the subject company’s business operations. 

This report is not prepared subject to Canadian disclosure requirements. 

 

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows: 

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by 
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or 
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior 
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose. This is RJA client 

releasable research 
This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other 
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and 
criminal penalties for copyright infringement. 
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