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Disclaimer 

THIS PRESENTATION IS FOR INFORMATIONAL AND EDUCATIONAL 
PURPOSES ONLY AND SHALL NOT BE CONSTRUED TO CONSTITUTE 
INVESTMENT ADVICE.  NOTHING CONTAINED HEREIN SHALL CONSTITUTE 
A SOLICITATION, RECOMMENDATION OR ENDORSEMENT TO BUY OR 
SELL ANY SECURITY OR OTHER FINANCIAL INSTRUMENT. 
  
INVESTMENT FUNDS MANAGED BY T2 PARTNERS OWNED SECURITIES OF 
THE COMPANIES DISCUSSED IN THIS PRESENTATION AS OF 10/2/12.  T2 
HAS NO OBLIGATION TO UPDATE THE INFORMATION CONTAINED HEREIN 
AND MAY MAKE INVESTMENT DECISIONS THAT ARE INCONSISTENT WITH 
THE VIEWS EXPRESSED IN THIS PRESENTATION. 
  
WE MAKE NO REPRESENTATION OR WARRANTIES AS TO THE 
ACCURACY, COMPLETENESS OR TIMELINESS OF THE INFORMATION, 
TEXT, GRAPHICS OR OTHER ITEMS CONTAINED IN THIS PRESENTATION.  
WE EXPRESSLY DISCLAIM ALL LIABILITY FOR ERRORS OR OMISSIONS IN, 
OR THE MISUSE OR MISINTERPRETATION OF, ANY INFORMATION 
CONTAINED IN THIS PRESENTATION. 
  
PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS AND 
FUTURE RETURNS ARE NOT GUARANTEED. 



Idea #1: AIG 



A Snapshot of AIG 

 
• AIG is a leading global multi-line insurance company 

with well-managed, sustainable global franchises 

• AIG today is far different from the risky pre-crisis AIG 

• Lingering taint from the crisis results in the stock 
trading at a 50% discount to book value 

• We think AIG is worth at least 1x book value, and see 
numerous catalysts in the next 12-18 months to close 
the valuation discrepancy 
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AIG: An Update Since May 

 • When we presented AIG at the Value Investing 
Congress in May, we highlighted how different the 
company is today from the risky pre-crisis AIG 

• Since then, AIG has made substantial progress and 
book value has risen by 11%, yet the stock has risen by 
less than 5%, trailing the market 

At a 50% discount to book value, AIG is an 
even more compelling investment opportunity 
today 
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The Basics 

• Stock price (10/1/12): $33.26 
• Shares outstanding: 1.6 billion 
• Market cap: $52.4 billion 
• Book value (06/30/12): $104.7 billion  
• Book value per share: $66.51 
• Price/book: 0.50x 
• Short interest: ~1.4% 
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By May 2012, AIG Had Made Good Progress 
In Reducing the Government Stake 
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Common Share Ownership 



However, the Government Stake Was 
Forecasted to Remain Until at Least 2014  
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Question to fund managers/analysts:  
• “When will the government exit AIG?” 
 
Answers:  
• “The overhang will take years. Are there sufficient 

buyers for $30B+ worth of AIG stock? Facebook 
only raised $15B.” 

    – Portfolio Manager, mutual fund 
 
• “If the economy remains steady, I expect it is 

possible in 2015 or perhaps 2014, unlikely to be 
before, given the significant stake.” 

    – Investment Manager, large pension fund 
 



Only Five Months Later, the Government 
Overhang Is Nearly Gone 

In September 2012, the US Treasury’s AIG stock sale 
was oversubscribed, with ~$21B of AIG stock sold, 
leaving the Treasury with only ~16% ownership 
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What About the Treasury’s 
Remaining ~$8.5B Stake? 
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Asset sales and cash flow more than cover remaining stake 



AIG Is a More Compelling Investment 
Today Than It Was in May  

• Of the $21B sold by the Treasury, $5B 
was bought back by AIG 

• We would have liked to see a larger 
buyback but believe the company was 
prudent to maintain a strong 
relationship with the Fed (AIG’s new 
regulator) and the rating agencies 

• Earnings power is increasing and the 
company is well positioned to benefit 
from an improvement in P&C pricing  
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AIG Today 

• Today AIG is a leading, financially 
sound multi-line insurance company 
focused on its core businesses 

• High-quality, market-leading 
franchises in both property & 
casualty insurance (Chartis) and US 
life & retirement (SunAmerica) 
account for ~90% of revenue 

Chartis 

SunAmerica 

-13- 

AIA/ DTAs/ 
Other 



Chartis – Property & Casualty Insurance 

• Chartis is a leading global property and casualty 
insurance franchise serving more than 45 million clients 

• Writes a full suite of commercial (61% of premiums) 
and consumer (39% of premiums) insurance 

• Restructuring initiatives being implemented; Chartis 
core results improving with premiums growing, prices 
increasing and reserve trends improving 

• Better P&C results expected from cyclical turn in 
pricing, following severe global catastrophe losses in 
2010 & 2011 
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The Insurance Market Is Hardening, 
Which Will Benefit Chartis 

Source: Insurance Information Institute 
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SunAmerica – Life Insurance and 
Retirement Services 

• SunAmerica is one of the largest life insurance and 
retirement services operations in the US, with 13,000 
employees serving over 19 million clients 

• SunAmerica is divided into two segments 
 Domestic Life for mortality and morbidity-based 

products 
 Domestic Retirement for investment, retirement 

savings and income solution products 
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AIG’s Intrinsic Value is ~50-130% 
Higher Than Today’s Price 

• Our sum-of-the-parts valuation yields a value of ~$49 to 
~$77 per share, a 50%-130% premium to today’s price 

• We also forecast normalized AIG earnings at ~$5-6 per 
share, suggesting AIG is trading at ~6-7x normalized 
earnings 
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Investors Aren’t Likely to Be Victimized By 
Unexpected Losses, as They Were When AIG 
Collapsed During the 2008 Financial Crisis 

• The level of disclosure and visibility into AIG is 
unparalleled 

• There are no incentives to overstate book value – new 
management arguably had incentive to minimize book 
value 

• Since the financial crisis unfolded, AIG has been 
overseen and analyzed by multiple regulators: 
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Derivative Risk Has Been Greatly Reduced 

Source: August 2012 company presentation -19- 



Catalysts 

• The overhang of the US Treasury ownership is nearly gone 
• Additional sales of non-core assets 
• ROE expansion and operating improvements in core 

business driven by restructuring initiatives, price increases 
and an improving insurance market 

• Use of appropriate leverage to boost returns (AIG has a low 
debt-to-capital ratio versus peers) 

• Offense vs. defense: going forward, AIG can focus growing 
its business and allocating its strong cash flows instead of 
selling assets and managing government ownership 
– Additional buybacks and initiation of dividend likely 

• Fading of institutional taint 
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AIG’s Warrants Are a Unique, Leveraged 
Way to Invest in the Company 

• AIG issued 75 million warrants to existing shareholders 
as part of the government reorganization of the company 
in January 2011 
 Expiration: January 19, 2021 
 Strike price: $45 
 Option Price (@ October 1): $13.70 
 Stock Price (@ October 1): $33.26 
 Warrants are subject to anti-dilution adjustments for various 

events. The warrant exercise price is adjusted accordingly if 
cash dividends exceed $0.67 per year 

• If AIG grows book value at 6-8% per year and the stock 
trades at book value upon expiration, the warrants will 
increase in value by approximately 8x (vs. 4x for the 
stock) 
 -21- 



Risks  

• Deteriorating macroeconomic environment 
• Reserve shortfalls 
• Exposure to derivatives 
• Exposure to super cat risks (hurricanes, etc.) 
• Exposure to Europe 
• Management succession 
• Volatility (not a concern for a patient investor) 
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Conclusion 
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• A strong global franchise trading well below 
intrinsic value 

• Government overhang almost gone 
• Core businesses improving 
• Insurance market hardening 
• Management executing on strategic plan 
• Multiple catalysts to close valuation gap 
 



Idea #2: Iridium 



Iridium’s Stock Has Declined Since It Began Trading 
Despite Significant Growth In Business Value 

Source: CapIQ 
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IRDM’s share price since listing 



Overview 
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• Deeply misunderstood situation 
• Attractive business 
• Unique competitive advantages 
• Rapid growth 
• Significant optionality through Aireon 
• Compelling valuation 
• Recent financing removes uncertainty and creates 

trading opportunity 



Financial Summary 

 
 
 

• Fully diluted shares outstanding: 87 million 
• Market capitalization: $730 million 
• Less: net debt (2012E): $500 million  
• Enterprise value: $1.24 billion 
• EV/EBITDA (2012E) : 5.9x 
Comparables trade at 9-10x 
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$M 
2008 2009 2010 2011 2012E 

Revenue 
$320.9 $318.9 $348.2 $384.3 $393.0 

Op EBITDA 
$111.1 $133.9 $158.9 $190.4 $210.0 



Iridium Today 

Source: Company presentation 
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Mobile Satellite Service (MSS) Is a Large, 
High-Growth Opportunity 

Source: Company presentation 
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IRDM Is Well Positioned in the Market 

Source: Company presentation 
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Iridium’s Customers Are Using Its Services 
All Over the Globe 

Source: Company presentation 
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Partners Drive Innovation 

Source: Company presentation 
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Iridium Has a Sustainable Competitive 
Advantage 

Source: Company presentation 
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Iridiums’s satellite network offers a superior service to customers 



Iridium Has 576,000 Subscribers and 
Continues to Grow at a Rapid Rate 

Source: Company presentation, 
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Recurring Service Revenues Drive Value 

Source: Company presentation 
-35- 



Significant Operating Leverage 

Source: Company presentation 
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As Iridium Scales, Margins Should Rise to 
Its Peers’ Levels 

Source: Company presentation 
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OEBITDA 
Margin 



Iridium NEXT 

• Current satellite constellation is being replaced 
– Scheduled deployment between early 2015 and 2017 
– Backwards compatible (existing customers will not need to 

replace equipment) 
– Improved capacity and data rates: 9x improvement in throughput 

and 125x improvement in memory capacity 
• Total cost: $3.0 billion 

– Satellites: $2.0 billion 
– Launch: $0.7 billion 
– Other: $0.3 billion 

• Funding 
– Internally generated cash flow 
– Debt  
– Equity  
– Revenue offsets (hosted payloads) -38- 



Iridium’s Cap Ex Requirements Will Rise to 
Fund Iridium NEXT, and Then Fall 

Source: Company presentation 
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Cost of Iridium NEXT Is Fraction of Future 
Estimated Cash Flows 
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Source: Company presentation 



Iridium NEXT Hosted Payloads 
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Source: Company presentation 



Aireon Is a Significant New Business Oppotunity 

-42- 
Source: Company presentation 



Aireon Highlights 

• Benefits to aviation industry 
– $6-8 billion estimated fuel savings over 12 years 
– Enhanced safety 
– Reduced emissions 

• Financial impact on Iridium 
– Hosted payload revenues estimated at $200 million up 

front plus ongoing fee stream 
– Estimated > $4.00 NPV per share 

• Additional hosted payload opportunities 
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Recent events 

• From recent 10Q 
“…also the supplemental agreement requires the Company to raise 

convertible preferred or common equity by April 30, 2013 in 
amount equal to unexercised portion of the warrants…” 
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2012 stock chart 



Capital Structure Cleanup 

• Company announced on Sept. 28th the issuance of $100 million Perpetual 
Convertible Preferred Stock 

– Conversion price: $9.43 (up 20%) 

– Dividend rate: 7% 

• IRDM announced an offer to exchange its outstanding $7.00 warrants for 
Iridium common stock at a 6:1 ratio (market price) 

– Funds managed by T2 Partners exchanged 3.4 million warrants, 
representing 27% of the total outstanding 

• Together, these transactions 

 1. Remove all financing uncertainty 

 2. Remove overhang on stock 

 3. Materially simplify capital structure 

• Convert arb buyers shorting stock creates short-term pressure on stock 

 - Very short term trading pressure creates buying opportunity 

 



Valuation 

• Valuation today: 
• 8x EBITDA => $12.50  (60% premium to current stock price)  

Competitors trade at 9-10x 
• Future valuation 

• Debt peaks in 2015 at 4-5x Op EBITDA 
• Delevers close to 1 multiple point per year after 2015 
• Significant cash generation with minimal maintenance capex 

should drive stock for many years 

Implied stock price 

Multiple 2016 2017 

8x $17.50 $23.40 

10x $25.30 $32.20 
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• Huge barriers to entry 
• Industry leader 
• Rapidly growing 
• Significant operating leverage 
• Powerful cash flows 
• Underfollowed/Misunderstood company 
• Discount valuation for premium business 
• Valuable optionality (Aireon) 

Conclusion 
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