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XM Satellite Radio Holdings Inc. Announces First Quarter 2007
Results


First Quarter Ending Subscribers Exceed 7.9 Million; First Quarter Revenue Increased 27
Percent Year over Year to $264 Million; First Quarter Net Loss Narrowed Year over Year by 18
Percent to $122 Million; Company Recently Surpassed 8 Million Subscribers


WASHINGTON, April 26/PRNewswire-FirstCall/-- XM Satellite Radio Holdings Inc. (NASDAQ:
XMSR) today announced earnings for the three-month period ended March 31, 2007. Revenue for the
2007 first quarter increased 27 percent year over year to $264 million compared to $208 million in the
2006 first quarter. XM’s 2007 first quarter net loss narrowed to $122 million, representing an 18 percent
improvement compared to the 2006 first quarter net loss of $149 million.


(Logo: http://www.newscom.com/cgi-bin/prnh/20070313/XMLOGO )


XM ended the 2007 first quarter with more than 7.9 million subscribers compared to 6.5 million
subscribers in the prior year period. Additionally, XM announced that it recently surpassed 8 million
subscribers.


"During the quarter, we improved our retail performance, experienced strong OEM gross additions,
extended our distribution agreements with Toyota and Honda, enhanced our customer service,
maintained our chum rate at approximately 1.8 percent for the third consecutive quarter and
strengthened key financial metrics for our business," said Hugh Panero, chief executive officer, XM
Satellite Radio. "These results were driven by the operational initiatives we put in place over the last
several quarters."


For the first quarter of 2007, adjusted operating loss (formerly adjusted EBITDA) improved by 45
percent to a loss of $27 million from a loss of $49 million in the prior year period. The 2007 first quarter
adjusted operating loss includes $8 million in expenses related to the company’s pending merger with
Sirius Satellite Radio.


The primary differences between net loss and adjusted operating loss are non-operating amounts and
certain operating non-cash charges. For a full reconciliation of XM’s net loss to adjusted operating loss,
see the attached financial schedules.


In the 2007 first quarter, XM recorded gross subscriber additions of 868 thousand and net subscriber
additions of 285 thousand which compare to 1 million gross additions and 569 thousand net subscriber
additions in the 2006 first quarter.


In the 2007 first quarter, XM’s subscriber acquisition costs (SAC), a component of cost per gross
addition (CPGA), was $65 compared to $59 in the first quarter of 2006. CPGA in the 2007 first quarter
was $103 compared to $93 in the first quarter of 2006.


As of March 31, 2007, the company had $319 million in cash compared to $218 million at the end of
December 31, 2006. In February 2007, we completed the XM-4 satellite sale leaseback transaction. As
of March 31, 2007, the company had full availability of its $400 million credit facilities resulting in total
available liquidity of $719 million.


OEM and Retail
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During the first quarter of 2007, the company achieved the following in its OEM and retail channels:


* Honda and Toyota signed new ten-year deals in which XM will be their
factory-installed satellite radio provider;


* GM produced its 5 millionth XM equipped vehicle in January;
* Honda and XM launched a certified pre-owned remarketing program, which


complements the program that Acura and XM launched in the Fourth
Quarter of 2006;


* Infiniti announced that XM will be a standard factory-installed
feature in all 2008 models;


* Hyundai announced that the all-new Hyundai Veracruz midsize crossover
will join the Azera, Elantra, Santa Fe and Sonata as Hyundai vehicles
with XM as a standard factory-installed feature; and


* Despite a soft retail segment, the company’s overall retail market
share showed sequential improvement based on findings from industry
NPD data.


Programming
During the 2007 first quarter, the company:


* Kicked off its third season of Major League Baseball, broadcasting
every game for every team to customers nationwide;


* Signed a long-term broadcasting and marketing agreement with the
Southeastern Conference, adding to the company’s premier college
sports portfolio, which includes the ACC, Big East, Big Ten, and Pac-
i0;


* Aired exclusive radio coverage of the 49th Annual Grammy Awards; and
* Renewed its contract with ~Bob Dylan, who will continue to host his


acclaimed radio show exclusively on XM.


Pending Merger with Sirius Satellite Radio


On February 19, 2007, XM Satellite Radio and Sirius Satellite Radio announced they have entered into a
definitive agreement, under which the companies will be combined in a tax-free, all-stock merger.
Under the terms of the agreement, XM shareholders will receive a fixed exchange ratio of 4.6 shares of
Sirius common stock for each share ofXM. XM and Sirius shareholders will each own approximately
50 percent of the combined company.


The transaction is subject to approval by both companies’ shareholders, the satisfaction of customary
closing conditions and regulatory review and approvals, including antitrust agencies and the FCC.
Pending timely regulatory approval, the companies expect the transaction to be completed by the end of
2007.


The companies filed their Merger Agreement with the Securities and Exchange Commission on
February 21, 2007.


Business Outlook


XM Satellite Radio reaffirmed the following financial guidance for the full-year 2007:


* Subscribers between 9.0 million and 9.2 million with higher seasonal
growth expected to occur in the latter part of the year;


* Subscription revenue in the 1 billion dollar range; and
* Improved cash flow from operations in 2007. Full-year positive cash


flow from operations in 2008.
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The company has made the following refinements to its prior guidance for the full-year 2007:


* CPGA in the range of $111-$114; and
* Adjusted operating loss, excluding any merger-related or legal


settlement costs, in the range of $170 million to $180 million.


Webcast and Conference Call Information


Gary Parsons, chairman, Hugh Panero, chief executive officer and Nate Davis, president and chief
operating officer, will host an earnings conference call to discuss XM Satellite Radio’s 2007 first quarter
results today, Thursday, April 26, 2007, at 10:00 AM Eastern Time. Prior to the call, you can access XM
Radio’s first quarter 2007 results on the Company’s website at http://www.xmradio.com/. To listen to the
conference call via telephone, please call one of the following numbers approximately 10 minutes prior
to the planned start of the call:


* Call-in number: (877) 265-5808
* Local call-in number: (706) 679-7931
* Conference ID#: 5409333


The conference call can also be accessed through a live webcast on the Company’s website at
http://www.xmradio.com/(click on "Investor Info" link at the bottom of the page). The webcast of the
call will also be archived on the Company’s Web site.


If you are unable to participate in the scheduled call, a replay of the conference call will be available
after 11:30 a.m. ET on Thursday, April 26, 2007 until July 26, 2007. You can access the replay of the
conference call via the following numbers:


* Playback Numbers: (800) 642-1687
* Local playback number: (706) 645-9291
* Conference ID#: 5409333


About XM


XM (NASDAQ: XMSR) is America’s number one satellite radio company with more than 8 million
subscribers. Broadcasting live daily from studios in Washington, DC, New York City, Chicago, the
Country Music Hall of Fame in Nashville, Toronto and Montreal, XM’s 2007 lineup includes more than
170 digital channels of choice from coast to coast: commercial-free music, premier sports, news, talk
radio, comedy, children’s and entertainment programming; and the most advanced traffic and weather
information.


XM, the leader in satellite-delivered entertainment and data services for the automobile industry through
partnerships with General Motors, Honda, Hyundai, Nissan, Porsche, Subaru, Suzuki and Toyota is
available in 140 different vehicle models for 2007. XM’s industry-leading products are available at
consumer electronics retailers nationwide. For more information about XM hardware, programming and
partnerships, please visit http://www.xmradio.com/.


This press release contains "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. Such statements include, but are not limited to, statements about the
benefits of the business combination transaction involving Sirius Satellite Radio Inc. and XM Satellite
Radio Holdings Inc., including potential synergies and cost savings and the timing thereof, future
financial and operating results, the combined company’s plans, objectives, expectations and intentions
with respect to future operations, products and services; and other statements identified by words such
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as "anticipate," "believe," "plan," "estimate," "expect," "intend," "will," "should," "may," or words of
similar meaning. Such forward- looking statements are based upon the current beliefs and expectations
of Sirius’s and XM’s management and are inherently subject to significant business, economic and
competitive uncertainties and contingencies, many of which are difficult to predict and generally beyond
the control of Sirius and XM. Actual results may differ materially from the results anticipated in these
forward-looking statements.


The following factors, among others, could cause actual results to differ materially from the anticipated
results or other expectations expressed in the forward-looking statement: general business and economic
conditions; the performance of financial markets and interest rates; the ability to obtain governmental
approvals of the transaction on a timely basis; the failure of Sirius and XM shareholders to approve the
transaction; the failure to realize synergies and cost-savings from the transaction or delay in realization
thereof; the businesses of Sirius and XM may not be combined successfully, or such combination may
take longer, be more difficult, time-consuming or costly to accomplish than expected; and operating
costs and business disruption following the merger, including adverse effects on employee retention and
on our business relationships with third parties, including manufacturers of radios, retailers, automakers
and programming providers. Additional factors that could cause Sirius’s and XM’s results to differ
materially from those described in the forward-looking statements can be found in Sirius’s and XM’s
Annual Reports on Form 10-K for the year ended December 31, 2006, which are filed with the
Securities and Exchange Commission (the "SEC") and available at the SEC’s Internet site
(http://www.sec.gov/). The information set forth herein speaks only as of the date hereof, and Sirius and
XM disclaim any intention or obligation to update any forward looking statements as a result of
developments occurring after the date of this press release.


Important Additional Information Will be Filed with the SEC


This communication is being made in respect of the proposed business combination involving Sirius and
XM. In connection with the proposed transaction, Sirius plans to file with the SEC a Registration
Statement on Form S-4 containing a Joint Proxy Statement!Prospectus and each of Sirius and XM plan
to file with the SEC other documents regarding the proposed transaction. The definitive Joint Proxy
Statement/Prospectus will be mailed to stockholders of Sirius and XM. INVESTORS AND SECURITY
HOLDERS OF SIRIUS AND XM ARE URGED TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS AND OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY
IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN
IMPORTANT INFORMATION ABOUT THE PROPOSED TRANSACTION.


Investors and security holders will be able to obtain free copies of the Registration Statement and the
Joint Proxy Statement/Prospectus (when available) and other documents filed with the SEC by Sirius
and XM through the web site maintained by the SEC at http://www.sec.gov/. Free copies of the
Registration Statement and the Joint Proxy Statement/Prospectus (when available) and other documents
filed with the SEC can also be obtained by directing a request to Sirius Satellite Radio Inc., 1221
Avenue of the Americas, New York, N¥ 10020, Attention: Investor Relations or by directing a request
to XM Satellite Radio Holdings Inc., 1500 Eckington Place, NE Washington, DC 20002, Attention:
Investor Relations.


Sirius, XM and their respective directors and executive officers and other persons may be deemed to be
participants in the solicitation of proxies in respect of the proposed transaction. Information regarding
Sirius’s directors and executive officers is available in its Annual Report on Form 10-K for the year
ended December 31, 2006, which was filed with the SEC on March 1, 2007, and its proxy statement for
its 2007 annual meeting of stockholders, which was filed with the SEC on April 23, 2007, and
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information regarding XM’s directors and executive officers is available in XM’s Annual Report on
Form 10-K, for the year ended December 31, 2006, which was filed with the SEC on March 1, 2007 and
its proxy statement for its 2007 annual meeting of shareholders, which was filed with the SEC on April
17, 2007. Other information regarding the participants in the proxy solicitation and a description of their
direct and indirect interests, by security holdings or otherwise, will be contained in the Joint Proxy
Statement/Prospectus and other relevant materials to be filed with the SEC when they become available.


XM SATELLITE RADIO HOLDINGS INC.
UNAUDITED CONSOLIDATED STATEMENT OF OPERATIONS


(in thousands, except share and per Three months
share data) 2007


Revenue:
Subscription $236,486
Activation 4,654
Merchandise 5,297
Net ad sales 7,478
Other 10,197


Total revenue 264,112
Operating expenses:


Cost of revenue (excludes depreciation
& amortization, shown below):
Revenue share & royalties 47,426
Customer care & billing operations (i) 27,928
Cost of merchandise 18,277
Ad sales (I) 3,385
Satellite & terrestrial (i) 13,882
Broadcast & operations:


Broadcast (i) 6,544
Operations (i) 9,716


Total broadcast & operations 16,260
Programming & content (i) 43,952


Total cost of revenue 171,110
Research & development (excludes


depreciation & amortization,
shown below) (i) 7,310


General & administrative (excludes
depreciation & amortization,
shown below) (I) 34,185


Marketing (excludes depreciation &
amortization, shown below):
Retention & support (i) 9,756
Subsidies & distribution 43,602
Advertising & marketing 32,809


Marketing 86,167
Amortization of GM liability 6,504
Total marketing 92,671
Depreciation & amortization 46,882


Total operating expenses (I) 352,158
Operating loss (88,046)
Other income (expense):


Interest income 3,544
Interest expense (27,609)
Loss from de-leveraging transactions (2,965)
Equity in net loss of affiliate (5,425)
Minority interest (1,697)


ended March 31,
2006


$188,102
3,579
3,551
6,518
6,216


207,966


34,276
22,455


7,993
3,356


13,049


5,852
8,887


14,739
37,643


133,511


10,981


17,630


8,047
55 473
33 925
97 445


9 313
106 758


39 882
308 762


(i00 796)


6,573
(33,236)
(18,380)


(8,884)
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Other income
Net loss before income taxes


(Provision for) benefit from deferred
income taxes


Net loss


8.25% Series B and C preferred
stock dividend requirement


Net loss attributable to common
stockholders


Net loss per common share - basic
and diluted


Weighted average shares used in
computing net loss per common
share    basic and diluted


Reconciliation of Net loss to
Adjusted operating loss:
Net loss as reported


Add back Net loss items excluded
from Adjusted operating loss:
Interest inoome
Interest expense
Provision for (benefit from) deferred


income taxes
Loss from de-leveraging transactions
Equity in net loss of affiliate
Minority interest
Other income


Operating loss
Depreciation & amortization
Stock-based compensation (i)


Adjusted operating loss (2)


444
(121,754


(684
(122,438


$(122,438


$(0.40


305,877,670


4,634
(150,089)


868
(149,221


(2,149


$(151,370


$(0.60


253,213,066


$ (122,438) $ (149,221)


(3,544) (6,573)
27,609 33,236


684 (868)
2,965 18,380
5,425 8,884
1,697


(444) (4,634)
(88,046) (100,796)
46,882 39,882
14,131 12,061


$(27,033) $(48,853)


Footnotes:
(i) These captions include non-cash


stock-based compensation expense
as follows:
(in thousands)
Customer care & billing operations
Ad sales
Satellite & terrestrial
Broadcast
Operations
Programming & content
Research & development
General & administrative
Retention & support


Total stock-based compensation


$440 $86
356 428
520 461
600 481
378 583


2,166 1,892
1,726 1,457
6,048 5,061
1,897 1,612


$14,131 $12,061


(2) Adjusted operating loss is net loss before interest income, interest
expense, income taxes, depreciation and amortization, loss from
de-leveraging transactions, loss from impairment of investments,
equity in net loss of affiliate, minority interest, other income and
stock-based compensation. This non-GAAP measure should be used in
addition to, but not as a substitute for, the analysis provided in
the statement of operations. We believe Adjusted operating loss is a
useful measure of our operating performance and improves
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comparability between periods. Adjusted operating loss is a
significant basis used by management to measure our success in
acquiring, retaining and servicing subscribers because we believe
this measure provides insight into our ability to grow revenues in a
cost-effective manner. We believe Adjusted operating loss is a
calculation used as a basis for investors, analysts and credit
rating agencies to evaluate and compare the periodic and future
operating performances and value of our company and similar
companies in our industry.


Because we have funded the build-out of our system through the
raising and expenditure of large amounts of capital, our results of
operations reflect significant charges for depreciation,
amortization and interest expense. We believe Adjusted operating
loss provides helpful information about the operating performance of
our business apart from the expenses associated with our physical
plant or capital structure. We believe it is appropriate to exclude
depreciation, amortization and interest expense due to the
variability of the timing of capital expenditures, estimated useful
lives and fluctuation in interest rates. We exclude income taxes due
to our tax losses and timing differences, so that certain periods
will reflect a tax benefit, while others an expense, neither of
which is reflective of our operating results. Because of the variety
of equity awards used by companies, the varying methodologies for
determining stock-based compensation expense and the subjective
assumptions involved in those determinations, we believe excluding
stock-based compensation expense enhances the ability of management
and investors to compare our core operating results with those of
similar companies in our industry.


Equity in net loss of affiliate represents our share of losses in a
non-US affiliate in a similar business and over which we exercise
significant influence, but do not control. Management believes it is
appropriate to exclude this loss when evaluating the performance of
our own operations. Additionally, we exclude loss from de-leveraging
transactions, loss from impairment of investments, minority interest
and other income because these items represent activity outside of
our core business operations and can distort period to period
comparisons of operating performance.


There are limitations associated with the use of Adjusted operating
loss in evaluating our company compared with net loss, which
reflects overall financial performance. Adjusted operating loss does
not reflect the impact on our financial results of (i) interest
income, (2) interest expense, (3) income taxes, (4) depreciation and
amortization, (5) loss from de-leveraging transactions, (6) loss
from impairment of investments, (7) equity in net loss of affiliate,
(8) minority interest, (9) other income and (i0) stock-based
compensation, which are included in the computation of net loss.
Users that wish to compare and evaluate our company based on our net
loss should refer to our Consolidated Statements of Operations.
Adjusted operating loss does not purport to represent operating loss
or cash flow from operating activities, as those terms are defined
under United States generally accepted accounting principles, and
should not be considered as an alternative to those measurements as
an indicator of our performance. In addition, our measure of
Adjusted operating loss may not be comparable to similarly titled
measures of other companies.
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XM SATELLITE RADIO HOLDINGS INC.
SELECTED FINANCIAL AND OPERATING METRICS


(in thousands)
SELECTED BALANCE SHEET DATA


As of
March 31, 2007 December 31, 2006


(unaudited)


Cash and cash equivalents (i)
Restricted investments
System under construction
Property and equipment, net
DARS license
Investments
Total assets (2)
Total subscriber deferred revenue
Total deferred income
Long-term debt, net of current


portion
Total liabilities (2)
Stockholders’ equity (deficit) (2)(3)


$319,391 $218,216
396 2,098


138,760 126,049
814,683 849,662
141,387 141,387
75,015 80,592


1,943,164 1,840,618
453,671 427,193
138,989 140,695


1,478,936 1,286,179
2,388,140 2,238,498


(504,373) (397,880)


SELECTED OPERATING METRICS


Subscriber Data:
OEM and Rental Car Company Gross


Subscriber Additions
Aftermarket and Data Gross


Subscriber Additions
Total Gross Subscriber Additions (4)


OEM and Rental Car Company Net
Subscriber Additions


Aftermarket and Data Net Subscriber
Additions


Total Net Subscriber Additions (5)


Conversion Rate (6)
Churn Rate (7)


Aftermarket Subscribers
OEM Subscribers
Subscribers in OEM Promotional


Periods
XM Activated Vehicles with Rental


Car Companies
Data Services Subscribers


Total Ending Subscribers (8)


Percentage of Ending Subscribers on
Annual and Multi-Year Plans (9)


Percentage of Ending Subscribers on
Family Plans (9)


Revenue Data (monthly average):
Subscription Revenue per Aftermarket,


OEM & Other Subscriber


Three months ended March 31,
2007 2006


537,175 490,890


330,892 516,416
868,067 1,007,306


224,830 265,280


60,346 303,622
285,176 568,902


51.5% 54.3%
1.78% 1.64%


4,437,593 3,882,324
2,853,028 2,012,050


564,844 548,027


22,938 37,184
35,325 22,274


7,913,728 6,501,859


44.0% 41.6%


23.2% 19.9%


$10.34 $10.35
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Subscription Revenue per Subscriber
in OEM Promotional Periods


Subscription Revenue per XM
Activated Vehicle with Rental Car
Companies


Subscription Revenue per Subscriber
of Data Services


$6.39


$7.51


$33.72


$6.11


$8.27


$29.74


Average Monthly Subscription
Revenue per Subscriber ("ARPU") (i0)


Net Ad Sales Revenue per Subscriber (ii)
Activation, Equipment and Other


Revenue per Subscriber
Total Revenue per Subscriber


$10.15
$0.32


$0.87
$11.34


$10.07
$0.35


$0.71
$11.13


Expense Data:
Subscriber Acquisition Costs


("SAC") (12)
Cost Per Gross Addition ("CPGA") (13)


$65
$103


$59
$93


Footnotes:
(I)    In addition to the Cash and cash equivalents available to the


Company, the Company has a $250 million credit facility with a
group of banks and a $150 million credit facility with GM.


(2) Total assets does not equal Total liabilities plus Stockholders’
equity (deficit) because of minority interest, which is not
included in this table.


(3)


(4)


(5)


We have not declared or paid any dividends on our Class A common
stock since our date of inception.


Gross Subscriber Additions are paying subscribers newly activated
in the reporting period. OEM subscribers include both newly
activated promotional and non-promotional subscribers.


Net Subscriber Additions represent the total net incremental paying
subscribers added during the period (Gross Subscriber Additions
less Disconnects).


(8)


(6)


(7)


We measure the success of our OEM promotional programs based on the
percentage of promotional subscribers that elect to receive the XM
service and convert to self-paying subscribers after the initial
promotion period. We refer to this as the "conversion rate".


Churn Rate represents the percentage of self-paying Aftermarket, OEM
& Other Subscribers who discontinued service during the period
divided by the monthly weighted average ending subscribers. Churn
Rate does not include OEM promotional period deactivations or
deactivations resulting from the change-out of XM-enabled rental car
activity.


Subscribers are those who are receiving and have agreed to pay for
our service, either by credit card or by invoice, including those
who are currently in promotional periods paid in part by vehicle
manufacturers, as well as XM activated radios in vehicles for which
we have a contractual right to receive payment for the use of our
service. Radios that are revenue generating are counted individually
as subscribers. Aftermarket subscribers consist primarily of
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9)


lO)


12)


(13)


subscribers who purchased their radio at retail outlets,
distributors, or through XM’s direct sales efforts. OEM subscribers
are self-paying subscribers whose XM radio was installed by an OEM
and are not currently in OEM promotional programs. OEM promotional
subscribers are subscribers who receive a fixed period of XM service
where XM receives revenue from the OEM for the trial period
following the initial purchase or lease of the vehicle. In
situations where XM receives no revenue from the OEM during the
trial period, the subscriber is not included in XM’s subscriber
count. Currently, at the time of sale, vehicle owners generally
receive a three month prepaid trial subscription. Promotional
periods generally include the period of trial service plus 30 days
to handle the receipt and processing of payments. The automated
activation program provides activated XM radios on dealer lots for
test drives but XM does not include these vehicles in their
subscriber count. XM’s OEM partners generally indicate the inclusion
of three months free of XM service on the window sticker of
XM-enabled vehicles. XM, historically and including the 2006 model
year, receives a negotiated rate for providing audio service to
rental car companies. Beginning with the 2007 model year, XM has
entered into marketing arrangements with rental car companies which
govern the rate which XM receives for providing audio service. Data
services subscribers are those subscribers that are receiving
services that include stand-alone XM WX Satellite Weather service,
stand-alone XM Radio Online service and stand-alone NavTraffic
service. Stand-alone XM WX Satellite Weather service packages range
in price from $29.99 to $99.99 per month. Stand-alone XM Radio
Online service is $7.99 per month. Stand-alone NavTraffic service is
$9.95 per month.


XM receives a range of $9.99 -- $11.87 per month for annual and
multi-year plans and $6.99 per month for a family plan.


Subscription Revenue includes monthly subscription revenues for our
satellite audio service and data services, net of any promotions or
discounts.


Net Ad Sales Revenue includes sales of advertisements and program
sponsorships on the XM system, net of agency commissions.


SAC -- As described in our Form 10-K for the year ended December 31,
2006, we have revised our calculation of SAC to allow for the direct
calculation of this metric using certain line items from our Results
of Operations and Key Metrics tables. Subscriber acquisition costs
include Subsidies & distribution and the negative gross profit on
merchandise revenue. Subscriber acquisition costs are divided by
gross additions to calculate what we refer to as ’’SAC.’’
The previously reported amount under the prior definition for the
three months ended March 31, 2006 was $62.


CPGA -- As described in our Form 10-K for the year ended
December 31, 2006, we have revised our calculation of CPGA to allow
for the direct calculation of this metric using certain line items
from our Results of Operations and Key Metrics tables. CPGA costs
include the amounts in SAC, as well as Advertising & marketing.
These costs are divided by the gross additions for the period to
calculate CPGA. CPGA costs do not include marketing staff (included
in Retention & support) or the amortization of the GM guaranteed
payments (included in Amortization of GM liability). The previously
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reported amount under the prior definition for the three months
ended March 31, 2006 was $94.


Photo: NewsCom: http://www.newscom.com/cgi-birdprnh/20070313/XMLOGO
AP Archive: http://photoarchive.ap.org/
PRN Photo Desk, photodesk@pmewswire.com


SOURCE: XM Satellite Radio Holdings Inc.


CONTACT: Investors, Joe Wilkinson, +1-202-380-4008,
joe.wilkinson@xmradio.com, or Richard Sloane, +1-202 380 1439,
richard.sloane@xmradio.com, both of XM Satellite Radio Holdings Inc.; Media,
Nathaniel Brown, +1-212-708-6170, nathaniel.brown@xmradio.com, or
Chance Patterson, 202-380-4318, chance.patterson@xmradio.com, both of XM
Satellite Radio Holdings Inc.


Web site: http://www.xmradio.com/
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Investment Conclusion
El We are adjusting our 07E estimates to reflect in


line 1Q07 results and incorporate data points from
incremental company guidance. We expect
9.13MM YE07 subs, slightly lower than our prior
estimate of 9.21MM due to fewer retail net adds.
We now expect larger EBITDA losses for full year
07E, partially driven by higher CPGA. Shares
could be range-bound over intermediate-term as
the LT OEM fundamental story is not fully proved
out yet and merger uncertainty remains. We are
adjusting our 07E price target to $20 from $22 but
remain constructive on the name.


Summary
13 Adjusting our estimates for actual 1Q07 results


and additional company guidance data points.
13 Full-year 07 ests: 9.13MM YE subs, $113 CPGA,


$1.02BN subscription revenue, $178MM EBtTDA
loss excluding merger costs and stock option
expense, $400MM FCF loss.
2Q07 ests: 332k net adds, 958k gross adds, $65
SAC, $117 CPGA, churn 2.6%, subscriber ARPU
$10.23. Revenue $279MM, EBITDA loss (w/stock
comp, merger costs) $71MM, FCF loss $70MM.
Continue to expect mix shift toward OEM but
timing of OEM acceleration likely 2H07E, 2008E.
Company will likely be FCF positive in 2009E.


El


Stock Rating Target Price


New: 1-Overweight New: US$ 20.00
Old: 1-Overweight Old: US$ 22.00


Sector View: 2-Neutral


I=PS (US$) (FY Dec)


2006 2007
Actual Old New


1Q -0.60A -0.34E -0.40A
2Q -0.87A -0.39E -0.45E
3Q -0.32A -0.36E -0.42E
4Q -0.90A -0.58E -0.59E


Year -2.71A -1.68E -1.87E
PIE -6.5


2008 % Change
St. Est. Old New St. Est. 2007 2008
-0.40E N/A N/A -0.28E 0% 0%
-0.42E N/A N/A -0.23E 0% 0%
-0.37E N/A N/A -0.17E 0% 0%
-0.54E N/A N/A -0.30E 0% 0%
-1.77E -0.92E -0.98E -1.18E 0% 0%


-11.9


Market Data Financial Summary


Market Cap (Mil.) 3854 Revenue FY07 (Mil.) 1141.0
Shares Outstanding (Mil.) 327.00 Five-Year EPS CAGR N/M
Float (%) 91 Return on Equity N/M
Dividend Yield 0.00 Current BVPS -2.80
Convertible Yes Debt To Capital (%) 27.00
52 Week Range 22.75 - 9.63


Stock Overview
XM SAT. RADIO HDG.’A’ 4-2e-o7


Apt May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr


We are adjusting our estimates to reflect IQ07 results, which were generally in line with our expectations, and revised company guidance
on CPGA and adjusted EBITDA loss for full-year 2007. We now expect 9.!3MM YE 07E subscribers, which remains in line with the
company’s reiterated subscriber guidance (9.0-9.2MM at YE 07E) but is down slightly from our pdor estimate of 9.21MM due to fewer retail
net additions. Our revised estimates reflect 1.50MM total net additions for full-year 07E. We continue to expect shift in subscriber mix as
OEM accelerates in 2007E and 2008E, with 75/25 OEM/retait mix of net additions for full-year 2007E. With 1Q07 results, the company
provided additional details on full-year 07E guidance; guidance for CPGA is $111-114 and adjusted EBITDA (excluding merger costs) is
$170-180MM. We are adjusting our EBITDA estimate to reflect larger loss, reflecting higher CPGA (partially due to write-down of obsolete
hardware), and a higher estimate for merger-related costs. We are adjusting our YE 07E price target for XM to $20/share from $22/share.


Lehman Brothers does and seeks to do business with companies covered in its research reports. As a result, investors should
be aware that the firm may have a conflict of interest that could affect the objectivity of this report.


Customers of Lehman Brothers in the United States can receive independent, third-party research on the company or companies
covered in this report, at no cost to them, where such research is available. Customers can access this independent research at
ww~v.lehmanlive.com or can call 1-800-2LEHMAN to request a copy of this research.


should consider this report as only a single factor in making their investment decision.


PLEASE SEE ANALYST(S) CERTIFICATION(S) ON PAGE 11 AND IMPORTANT DISCLOSURES BEGINNING
ON PAGE 12







LEHM aN BROTHERS
We continue to be constructive on XMSR based on the long-term OEM-driven fundamental story; stock may, however, remain range-bound


intermediate term as fundamental story is not yet fully proved out (OEM will likely accele~’ate in 2HO7E and 2008E) and merger
ty remains.


Estimate Revisions. We are adjusting our estimates to reflect 1Q07 actual results and revised company guidance. We have summarized
our estimate revisions below.


Subscribers. Our YE 2007E subscriber estimate is now 9.13MM (vs. our prior estimate of 9.21MM), with 1.50MM net
additions for full-year 2007E (vs. our prior estimate of 1.58MM). This is directly in line with guidance that the company
reiterated, 9.0-9.2MM YE 07E subscribers. We expect 4.16MM gross additions in 2007E, down from our prior estimate of
4.21MM as our churn estimate remains unchanged at 2.6%. Our subscriber ARPU estimate is now $10.23, slightly below
our prior estimate of $10.29.


¯ SAG and OPGA. We now expect full-year 07E SAC of $66, flat YoY and vs. our prior estimate of $65. We are increasing
our CPGA estimate to $113 (vs. our prior estimate of $110), due to a combination of lower gross additions and hardware
write-offs.


¯ Revenue. Our full-year 07E revenue estimates are slightly lower, driven by slightly lower subscriber ARPU. Our
subscription revenue estimate ($1.02BN) remains in line with company guidance.


¯ EBITDA. Excluding estimated merger costs ($44MM), we now expect full-year 07E EBITDA loss (excluding stock
compensation) of $177MM, which is in line with company guidance of $170-180MM. We expect full-year 07E EBITDA
loss (including stock compensation and merger costs) of $222MM (vs. our prior estimate of $185MM) due to higher CPGA
and merger costs.
Free Cash Flow. We now expect XM to generate positive free cash flow (FCF) positive for full-year 2009E, vs. our
previous expectation of 2008E, reflecting lower 0BE EBITDA and deferred revenue.


Figure 1. XM Satellite Radio - Guidance vs. Lehman Estimates
Previous Guidance


Year End Subscribers
Net Subscriber Adds
CPGA


Subscription Revenue ($MM) $1,000 range
Adj EBITDA Loss (excl merger costs) ($MM) N/A
Source: Lehman Brothers, company reports


Guidance at 4/26/07 Lehman 20(~7 Est.
9,000-9,200 9,000-9,200 9,130
1,370-1,570 1,370-1,570 1,501


Flat to higher YoY, $108 $111-114 $113


$1,000 range $1,015
$170-180 ($178)







LEHMAN
:igure 2. XM Satellite Radio - 2Q07 Estimate Revisions ($ 000’s except per share data)


Previous Revised
2Q06A IQ07A 2Q07E 2Q07E


BP OTHEI 


% Change YoY % Growth
Key Subscriber Statistics -
Ending XMSR Subscribers 6,900 7,914 8,287 8,246 (0 5%) 19.5%
Gross Additions 926 868 968 958 (1.0%) 3.4%
Net Additions 398 285 371 332 (10.4%) (16.6%1
Subscription Average Revenue Per Subscnber (ARPU) $10.08 $10.15 $10.38 $10.23 (1.4%) 1.5%
Implied Monthly Chum 2.6% 2.5% 2 5% 2.6% 5.1% (1.8%1


lion $64 $65 $65 $65 0.1% 1 9°A
;PGA - Cost Per Gross Addition 112 103 116 117 1.4% 4.5%


Income Statement
Subscription Services Revenues $202,165 $236,486 $252,278 $248,050
Activation Revenues 3,942 4,654 4,821 4,814
Equipment Revenues 4,928 5,297 5,019 5,813
Net Ad Sales Revenues 8,982 7,478 11,003 10,863
Other 7.869 10 197 9.000 9.000


Total Revenue $227,886 $264,112 $282,121 $278,541


(1.7%) 22.7%
(0.1%) 22.1%
15.8% 18.0%
(1.3%) 20 9%


-- 14.4%
(1.3-~/o) 22.2%


(1 3%) 43.7%
31.4% 29.3%


-- 5 6%
1.5% 14 8%
2.9% 6.0%
3.9% 7.0%
1 9% 7.0%
0.5% 20 6%
2.2% 23,2%


--- 3.0%
41.7% 114.2%


n/~a n/._~a
7.3% 32,0%


1.9% 5.0%
(7.3%) 3.1%


7.7% 11.5%
(1.6%) 6.2%


(1.5%) 5.0%


4.1% 21.3%


Operating Expenses
Revenue Share and Royalties $37,923 $47,426 $55,194 $54,501
Cost of Equipment Sales 10,254 18,277 10,093 13,258
Advertising Sa~es 4,460 3,385 4,710 4,710
Customer Care & Billing 26,395 27,928 29,857 30,299
Satelhte & Terrestrial 11,571 13,882 11,918 12,265
Broadcast 5,169 6,544 5,324 5,531
Operations 8,805 9,716 9,245 9,421
Programming & Content 42,253 43 952 50 699 50 972


Total Cost of Revenue $146,830 $171,110 $177,046 $180,957
Research & Development 8,518 7,310 8,774 8,774
General & Administration 18,672 34,185 28,232 40,000
Stock-Based Compensation -- := :~ ---


Total Pre-Marketing Expenses $174,0~~ $212,605 $214,046 $229,730
Marketing Expenses


Retention & Support $7,443 $9,756 $7,666 $7,815
Subsidies & Distribution 61,126 43,602 67,974 63,011
Advertising & Marketing 37 666 32,809 ~ 42.~000


Related Expenses $106,235 $86,167 $114,640 $112,826
Amortization of GM Liabihty 7 4_~40 6 504 6,504 6.504


Total Marketing Costs $1 t3,675 $92,671 $121,144 $119,330


Total Operating Expenses (inc. stock comp) $287,695 $305,276 $335,189 $349,060


EBITDA (not including stock comp)
EBITDA (not including stock comp and merger costs)
EBITDA (including stock comp)


($45,895) ($27,033) ($38,069) ($55,520)
($45,895) ($19,033) ($33,350) ($43,458)
($59,809) ($41,164) ($53,069) ($70,520)


nla n/a
n/a n/a
n/a nla


Income Available to Common Shareholders


Diluted EPS


($231,678)    ($122,438) ($122,964) ($138,918)


($0.87) ($0.40) ($0.40) ($0.45)


nla


n/a nla


Cash Flow From Operations $(241,266) $(50,872) $2,660 $(29,785)
Less" Capex ~ 40~ ~ ~


Free Cash Flow $(299,593) $(91,186) $(38,214) $(70,464)


n/a
n/a n/a
n/a n/a


Source: Lehman Brothers, company reports







LEHMAN BROTHERS
:igure 3. XM Satellite Radio - Full Year 2007 Estimate Revisions


Key Subscriber Statistics
Ending XMSR Subscribers
Gross Additions
Net Additions
Subscription Average Revenue Per Subscriber (ARPU)
Implied Monthly Churn
SAC Per Gross Addition
CPGA - Cost Per Gross Addition


Previous Revised
2006A 2007E 2007E % Change YoY % Growth


7,629 9,206 9,130 (0.8%) 19 7%
3,866 4,208 4,160 (1 1%) 7.6%
1,696 1,577 1,501 (4 8%) (11.4%)


$10.09 $10 29 $10.23 (0 6%) 1.3%
2.7% 2 6% 2 6% 1.5% (0 9%)


$64 $65 $66 1.0% 2 4%
108 110 113 2.4% 4.8%


income Statement
Subscripbon Services Revenues
Acbvation Revenues
Equipment Revenues
Net Ad Sales Revenues
Other


Total Revenue


$825,626 $1,025,132 $1,015,228 (1.0%) 23.0%
16,193 19,299 18,793 (2 6%) 16 1%
21,719 23,294 28,349 21.7% 30 5%
35,331 44,792 41,687 (6.9%) 18.0%
34 549 36 000 37 197 3.3% 7.7%


$933,418 $1,148,517 $1,141,255 (0.6%) 22.3%


Operating Expenses
Revenue Share and Royalbes
Cost of Equipment Sales
Advertising Sales
Customer Care & Billing
Satelhte & Terrestrial
Broadcast
Operations
Programming & Content


Total Cost of Revenue
Research & Development
General & Administration
Stock-Based Compensation


Total Pre-Marketing Expenses
Expenses


Retent=on & Support
Subsidies & Distribution
Advertising & Marketing


/larketing Related Expenses
Amortization of GM Liab=hty


Total IVlarketing Costs


Total Operating Expenses (inc. stock comp)


$149,010 $227,739 $222,569 (2.3%) 49.4%
48,949 50,398 73,392 45.6% 49.9%
15,962 16,962 16,741 (1.3%) 4.9%


104,871 122,409 122,852 0.4% 17.1%
49,019 50,490 52,010 3.0% 6 1%
23,048 23,739 24,944 5.1% 8.2%
34,683 36,417 37,318 2.5% 7.6%


165 196 189 164 187 992 (0.6%) 13.8%
$590,738 $717,319 $737,817 2.9% 24.9%


37,428 38,551 34,550 (10.4%) (7 7%)
88,626 142,126 164,185 15 5% 85.3%


--_.: ¯ -- .-- n/a n/a
$716,792 $897,996 $936,553 4.3% 30.7%


$31,842 $32,797 $34,741 5 9% 9.1%
241,601 280,459 257,811 (8.1%) 6.7%
147 639 156 500 166 809 6.6% 13.0%


$421,082 $469,756 $459,361 (2.2%) 9.1%
29,761 26.016 26 016 --- (12.6%)


$450,843 $495,772 $485,377 (2,t%) 7.7%


$1,167,635 $1,393,768 $1,421,930 2.0% 21.8%


EBITDA (not including stock comp)
EBITDA (not including stock comp and merger costs)
EBITDA (including stock comp)


($166,171) ($185,250) ($221,544) n/a n/a
($166,171) ($163,124) ($177,359) n/a n/8
($234,217) ($245,250) ($280,675) n/a n/a


Income Available to Common Shareholders


Diluted EPS


($731,693) ($522,656) ($571,369) n/a n/a


($2.71) ($1.71) ($1.87) n/a n/a


Cash Flow From Operations
Less: Capex


Free Cash Flow


$(462,091) $(225,221) $(235,375) n/a n/a


~ ~ ~ n/a n/a
$(737,110) $(389,687) $(399,157) n/a n/a


Source Lehman Brothers, company reports







LEHMAN BROTHERS
Figure 4. XM Satellite Radio - Key Statistics and Income Statement ($000’s, except per share data)


2006A            2007E            2008E            2009E            2010E            2011E            2012E             2013E


NMSR Subscribers 7,628 6 9,130 0 t 0,643 6 12,169.4 13,662 0 15.148 7 16,601 I 17,988 3
Gross Addi~ons 3,866.5 4,159 7 4,809 9 5.114 5 5.472 3 5,879 9 6,235 0 6,525 0


Imphed Monthly Churn 2 7% 2.6% 2 8% 2 6% 2 6% 2 5% 2 5% 2 5%


Subscnpbon Average Revenue Per Subscnber (ARPU) $f0.09 $10 23 $11 51 $11 54 $11.51 $12.14 $12 04 $12 65
SAC Per Gro~s Addition $64 866 $67 $68 $67 $68 $68 $68
CPGA - Cost Per Gross Addd~on 108 113 11 t 1 f f 110 110 109 t 09


Revenue
Subscr~pb on Services Revenues $825.626 $1,015,225 $1.365,552 $1,579,412 $1,783,901 $2,096.941 $2,293,511 $2,626,172
Activation Revenues 16,193 18.793 21,652 19,608 20.391 17,678 16,994 15,684
Equipment Revenues 21,719 28,349 32,020 33,257 34,758 36,479 37.784 38,623
Net Ad Sales Revenues 35,331 41,687 59,379 72.852 87,302 108,240 124,922 150,294
Other 34 549 37 197 42,777 49 193 ~ 65 058 74.816 86,039


Total Revenue $933~4’18 $1,141 ~255 $1,521,479 $1,7~4,322 $1,982,924 $2=326,397 $2,948,027 $2,916,813


Operating Expenses
Revenue Share and Royalties
Cost of Equipment Sales
Adve~tlsmg Sales
Customer Care & Bdhng
Satellite & Terrestdat
Broadcast
Opera6ons
Programming & Content


Total Cost of Revenue
Research & Development
General & Administration
Stock-Eased Compensation


Total Pre-Marketing Expenses


Marketiltg Expenses
RetenlJon & Support
Subs~d=es & Dist~=bukon
AdveNs=ng & Marke5ng


Marketing Related Expenses
Amortization of GM L~aNhty


Total Marketing Costs


Other Income (Expense)


Income Tax
Net Income / Loss


8 25% Sedes B and C Preferred Dividend
Series B Preferred Stock Retzrement Gain (Loss)
Series C Preferred Stock Retirement Gain (Loss)


Income Available to Common Shareholders


Shares Outstandm9
Basic Earnings Per Share (EPS)


Fully Diluted Shares
D~{uted EPS


$149,010 $222,569 $340,228 $425,682 $494,047 $595,494 $653,023 $763,126
48,949 73,392 82,575 85,432 88,940 92,980 95,927 97,67t
15,962 16,741 17,741 18,741 19,74t 20,741 21,741 22,741


104,871 122,852 139,023 t 59,707 180,063 199,967 219,415 238,000
49,019 52,010 53,571 55,178 56,833 58,538 60,294 62,103
23,048 24,944 25,692 26,463 27,257 28,074 28,917 29,784
34,683 37,318 39,184 41,143 43,200 45,360 47,628 50,009


165 196 187 992 195 599 202 109 211 178 217 091 223 299 229.818
$599,738 $737~817 $893,611 $1,014,454 $1,121,258 $1~258,245 $1,380.244 $1,493~263


37,428 34,550 35,587 36,655 37,754 38,887 40,053 41,255
88,626 164,t 85 93,944 96,762 99.665 102,655 105,734 108,906


$31,842 $34,741 $35,783 $36,856 $37.962 $39,101 $40,274 $41,482


241,601 257,8t 1 302,908 323,154 342,861 370,501 395,074 414,225
147 639 166 809 179 320 192 769 207 226 217 588 228 467 239 890


$421,082 $469,361 $518,011 $552,779 $588,050 $627,190 $663,815 $695,597
29761 26016 26.016 ~ ~ 26016 26016 19512


$460,843 $485,377 $544,027 $578,795 $614,066 $653,206 $689,831 $715,109


($234,217) ($280~675) ($45,689) $27,656 $110,’~81 $373,405 $362,164 $558,289
168 881 183 786 181 622 144 060 105621 195 784 106 964 108 301


($403,098) {$464,461) ($227,311) ($116,403) $4,560 $167,621 $255,200 $449,958
21,664 12,076 10,311 7,737 6,718 13,609 35,741 75,183


(t21,305) (108,657) (81,898) (86,367) (77,270) (62,448) (50,703) (34,348)


($7t6,557) ($570,685} ($298,6~) ($196,0~) ($66.9~) $118.7~ $240,2~ $490,8~


($718,873) ($571,369) ($298,8~) ($’[95,0~) ($65,9~’~) $71,269 $144,143 $294,494
(6.127)


(755)


($2.71) ($1.87) ($0.98) ($0.64) ($0.22) $0.23 $0.47 $0.96


($2.71) ($1.87) ($0.98) ($0.64) ($0.22) $0.22 $0.44 $0.90


Total Revenue 67 2% 22 3% 33 3% 15 3% 13 0% 17 3% 9 5% 14 5%
Total Pfe-Marke(~ng Expenses 49 2% 30 7% 9 2% 12.2% 9 7% t I 2% 6 9% 0 9%
Operagng Cashflow (EBITDA) -- -- Ida Ida 298 4% 148 1% 32 5% 54 2%
Operahng Income (EBIT) .... Ida Ida Ida 3576 2% 52.2% 75 3%
Net income / Loss .... n/a n/a Ida ida t 02 3% 104 3%


Pre-Markel~ng Margins 23,2% 17 9% 32 8% 34 6% 36 5% 39 8% 41 3% 43 7%
Opera,rig Cashflow (EBITDA) (25.1%) (24 6%) (3 0%) 1 6% 5 6% 11 8% 14 2% 19.1%
Operagng Income (ESIT) (43 2%) (40 7%) (14 9%) (6 6%) 0 2% 7.2% 10 0% 15.4%
Net Income I Loss (77 0%) (50.1%) (19 6%) (11 t%) (3 3%) 3 1% 5 7% 10.1%


Source: Lehman Brothers, company reports







LEHMAN BROTHERS
~ S. XM Satellite Radio - Cash Flow Statement ($ OOO’s, except per share data)


Net Income I Loss For Common Shareholders
Pro~sion for Doubtful Accounts
Ad Sales Barter Revenue
Depreciafion & Amo~zagon
AccreSon of Interest
Loss on D~sposal of Computer Eqmpmect
Non-Cash Loss on Debt Conversion
Amortization of Def Financing Fees and Debt Disc
Non-Cash Gain Stock Based Compensatmn
Impairment of Goodwill
Provision for Deferred Income Taxes
Prepaid MLB Fees
Other Due to Related Parties
Long-term Prapald and Other Assets
Other


Change In Working Capital


Net Cash From Operating Activities


Cash Flows From Investing Activities
Purchase of Property, Plant & Equipment
Addlfions to System Under Construc~on
Short-term Investments
Rest~cted Investments
Other Invesbng Aogwt~es


Net Cash From Investing Activities


Cash Flows From Financing Activities
Sale of Common Stock and Capital Contributions
Additional Borrowings/(Repayments)
Sedes B Preferred Stock
Deferred Financing Costs
GM SAC Arrangement ($150Mn in Subsidy)
Other Net Financing Acfivit~es


Net Cash From Financing Activities


Begmn]rlg Cash
Net Increase/(Decrease) in Cash


Ending Cash


- ($718,872) ($571,369) ($298,898) ($195,033) (~65,993) 371,269 $144,143 $294,494
15~23 18,719 25,180 29,121 32,892 38,701 42,288 48,422


168,880 183,786 181,622 144,060 105,621 105,784 106,964 108,301


122,169
41,285 9,435 9,441                           9,449                          3 978 3,978 3 978 3,978
68,046 59,131 60,900 60,000 60,000 60,000 60 000 60,000


(14) 684 ..... 47,513 96,095 196,330


-- 26,016 26,016 26,016 26,016 26,016 26,016 19,512


85,494 15,423


244L~ 22_~800 39 091 105 393 131 863 139 596 141 003 145 591


($462,091} ($236~375) $42,462 $179,006 $294,378 $492~857 $620,488 $876,628


($54,895) ($75,000) ($75,000) (375,000) ($75,000) ($75,000) (975,000) (S75,000)
(220,124) (88,782} (18,285) (I9,909) (21,676) (23,600) (25,695) (27,976)


3,390 (396)
716~2 ..............


($264,447} ($164,1~} ($93,2~) ($94,9~) ($96,6~’~) ($98,6~) ($100,6~) ($102,9~)


$6,420 ........
313,455 296,511 104,~63 (209,482) (t 00,550) (300,575) (600) (200,625)
(23,960) ........
(21,451) ..........


$233,763 $296,6~ $104,9~ ($209,4~) ($100,6~) ($300,5~) {$6~) ($200,6~)


$710,991 $218,216 $115,175 $169,304 $43,920 $141,072 $234,754 $753,947
~ ~ 54 130 ~ 97 152 93 662 519 193 573027


FugpTaxed Levered Free Cash Flow
Cash Flow from Operations                                                    ($462,091) ($235,376) $42~492 $179,006 $294,378 $492,867 $620~488 $876,628


less: Capdal Expenditure (54,895) (75,000) (75,000) (75,000) (75,000) (75,000) (75,000) (79,000}
less: Addlbons to System Under Construc~on (220,124) (88,782) (18,285) (19,909) (21,676) (23,600) (25,695) (27,976)Q less: Deferred Tax Benefits 1~4 6L~ ..... 47~ 96~ ~


evered Free Cash Flow ($737,096) ($399,841) ($g0,8~) $84,0~ $197,7~ $346,744 $423,698 $677,322
evered Fully-Taxed Free Cash Flow per Reported Shares ($2.73) ($1.31) ($0.17) $0.27 $0.66 $%06 $1.30 $1.76


Source: Lehman Brothers, company reports







LEHMAN BROTHERS
~ 6. XM Satellite Radio - Balance Sheet ($ 000’s, except per share data)


C~sh and Equivalents 8218,216 8115,175 8169,304 $43,920 8141,072 8234,754 8753,947 81,326,974
Short-Term Investments ..............
Resfrlcted Investments --- 396              396               396              396               396               396                396
Accounts Receivable, Net of Allowance 62,293 98,255 127,187 142,265 155,846 t 80,515 195,164 223,411
Prepaid Programming Content 28,172 ..........
Due from Related Parkes 13,991 13,991 13,991 13,991 13,991 13,991 13,991 13,991
Related ParSes Prepa=d Expenses 66,946 79,146 89,767 103.505 116,992 137,257 150,334 172,092
Prepaid and Other Current Assets 43,049 61 410 ~ ~ 106.699 125 181 137 106 156 950


Total Current Assets 5432,658 $368,372 $482,515 $398,475 $534,996 $692,094 $1,250,938 $1,893,814


Restricted Investments, Net of Current Porkon $2,098 $2,098 $2,098 $2,098 $2,098 $2,098 $2,098 $2,098
Net PP&E 1,117,098 $1,082,336 $995,256 5947,361 $939=287 $932,103 $925,834 $920,509


Intangibles, Net of AmorkzaSon 4,640 3,384 2,129 872 ........
GooOMII, Net of Accumulated Amorkzat~on
Deferred Financing Fees 38,601 29,166 19,724 10,276 6,298 2,320 (1,658) (5,636)
Due to Related Parties .............
Related Parkes Prepaid Expenses 160,712 134.696 108~660 82,664 56,648 30,632 4,616 (14,896)
Prepaid and Other Assets ~ 128 303 128 303 128 303 128 303 128 303 128 303 128 303


Total Assets $1,840,618 $1,748,355 $1,738,704 $1,570~049 $1,667,630 $1,787,548 $2,310,130 $2,924,191


Current Llabgities
Trade Accounts Payable $51,844 $49,128 $57,880 $75,518 $95,274 $111,777 $127,521 $1a5,978
Accrued Expenses 147,591 147,383 166,056 191,469 216,419 253.906 278,095 318,345
Accrued XM4 Liability 64,875 64,675 64,875 64,875 64,875 64,875 64,875 64,875
Accrued Network Opbmization Expenses
Current Portion of Long-Term Debt                                                     14,445              14,445             14,445             14,445             14,445              14,445             14,445              14,445
Due to Related Parkes 46,459 46,459 46,459 46,459 46,459 46,459 46,459 46,459
MLB Fees Due
Accrued interest 18,482 18,482 18,482 18,482 18,482 f 8,482 18 482 18,482
Deferred Revenue 340,711 404,795 476,465 580,160 706,687 855,709 996,429 1,153.163
Other Current Llabli~es 9 91~5 ~ 9 91~5 9 915 9,9~5 ~ 9 915 9.915


Related Party Long-term Debt ...... $150,000 $150,000
Long-tarm Debt, Net of Current Portion 1,286,179 f ,582,690 1,687,653 1,328,172 t ,227,622 1,077,047 1,076,447 975,822
Due to Retated Parkes
Deferred Revenue 86,482 86,482 86,482 86,482 86,482 86,482 86,482 86,482
Other Non-Cuffent Llablht[es 171 515 172 608 197 788 226 909. 259 801 298 502 340 790 389 212


Total Liabilities $2,238,498 $2,597,262 $2,826,509 $2,792,887 $2,896,461 $2,837,598 $3,059,940 $3,123,177


Total Stockholders’ Equity (Deficit) ($397,880) ($908,304) ($1,147,202) ($1,282,236) ($1,288,228) ($I,109,446) ($809,207) ($258,383)
Commitment & Contingencies


-- 59,397 59,397 59,397 59,397 59,397 59,397 59,397


~1 Liabilities & Shareholders’ Equity $1,840,618 $1,748,385 $1,738,704 $1,870,049 $1,667,630 $1,787,549 $2,310,130 $2,924,191


Source: Lehman Brothers, company reports
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LEHMAN BROTHERS
Figure 8. XM Satellite Radio - Quarterly Cash Flow Statement ($ 0OO’s, except per share data)


Source: Lehman Brothers, company reports
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Figure 9. XN Satellite Radio - Quarterly Balance Sheet ($ O00’s, except per share data)
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Valuation. We are adjusting our YE 07E price target to $20/share from $22/share due to lower free cash flow expectations over IT (our
:013E unlevered free cash flow declines from $781MM to $733MM); our DOg assumptions remain the same. Our YE07 price target of $20


Discounted Cash Flow stand-alone valuation. Our key assumptions include risk free rate of 4.8%, equity risk premium of 5%,
levered beta of 1.4, cost of debt at 8.5%,-target debt-to-capital of 40%, and unlevered free cash flow growth rate in perpetuity of 3.5%,
yielding a 9.1% weighted average cost of capital and 18.5x multiple on terminal year unlevered FCF.


Figure t0. XN Satellite Radio - Discounted Cash Flew Valuation ($ millions, except per share data)
Terminal Year


2007E 2008E 2009E 2010E 2011E 2012E 2013E CashFIows
-:=~:~-~’:~ .~:-~ 2>~ - ~ ~ ~.~:~2 -sC ;~±~ ~..~:~.~--~-2~-.~.~-~-.:~2 ~2:2-- ~ ~z~ ,.:~:~.:~_:~._--..>~ ~
Operating income (EBIT~ [$464,461) (S227,3tl) ($116,403} $4,560 $167,621 $255,200 $449,988 $449,988


Less IncomeTax Expense .................... ~
Net Operating Proht Lees Adjusted Taxes ($464,4~) ($227,3~) ($116,4~’~) $4,5~ $167,6~’~ $255,2~ $449,9~’~ $274,493


Depreciation & Amortization 183,786 181,622 144,060 105,621 105,784 106,964 108,301 115,000
Change m Working Cap=tal 22,800 39,091 105,393 131,863 139,59~ 141,003 145,591 145,591
Capital Expenditures (75,000) (75,000) (75,000) (75,000) (75,000) (75,000) (75,000) (75,000)
Add=t=ons to System Under Constructmn (88,782) (I 8,285) (19,909) (21,676) (23,600) (25,695) (27,976) (40 000)
Total Other $119,081 $120,637 $124,586 $122.886 $128,695 $132,282 $131,912 131,912


Unlevered Free Cash Flow ($302,576) $20,754 $162,727 $268,254 $443,095 $534,755 $732,816 $551,996


2007E PV of Unlevered FCF --- 19,026 136,761 206,681 312,971 346,269
2008E PV of Unlevered FCF ...... 149,180 206,681 312,971 346,269


PV of Terminal Value 6,077,005 6,628,846 7,230,798 7,887,412 8,603,652 9,384,933


Sum of the PV of Interim Unlevered FCF $1,456,724 $1,450,117 Cost of Equdy:
PV of Termina~ Value 6 077 005 6 628 846 Tax-AdNsted Cost of Debt


Gross Asset Value $7,533,729 $8,078,962 Debt/Total Capitalization
Add: Opfion Proceeds 57 024 57,024 Weighted Average Cost of Cap=tai.
Add: Cash & Equivalents 117,669 171,798 G (Perpetual Growth Rate)’
Add" PV of Remaining Deferred Tax Benefits 361,114 393,906 Terminal Muir=pie = (I+G)/(WACC-G)
Less" Debt & Preferred ~ ~ Implied Term na Yr. Multiple on EB}TDA"


Net Asset Value (NAV) $6,472,400 $6,999,592
Diluted Shares 327,159 327,159


Fair Value per Share $19.78 $21.40
Current Pnce 11.78 11.78
Upside 67.9% 81.6%


Source" Lehman Brothers, company reports
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LEHMAN BROTHERS
Figure 11. XM Satellite Radio - Returns and Multiples ($ millions, except per share data)


O 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Per Share Metrics
($1 87) ($0.98) ($0.64) ($0.22) $0.22 $0 44 $0 90


(1 22) (0.16) 0.26 0.60 1 21 1.59 2.36
(1.22) (0.16) 0 26 0 60 1 06 1.30 1.76


Earnings Per Share (EPS)
Free Cash Flow per Share (FCF/Share)
Fully-Taxed FCF per Share


Per Share Multiples
Pnce Earnings (P/E) Ratio
Pdce to Free Cash Flow per Share
Free Cash Flow Yteid
Pdce (Net of NPV of NOL) to Normalized FCF
Normahzed FCF Y~eld


n/a n/a n/a n/a 54 lx 26 7x 13.1x
...... 45.8x 19 5x 9.8x 7.4x 5 0x
...... 2.2% 5.1% 10.2% 13.5% 20.1%
...... 34.3x 14 lx 7.9x 6 5x 4.9x
...... 2 9% 7 1% 12.6% 15 5% 20.4%


Enterprise Value
Fully Diluted Shares 327 2 327.2 327 2 327 2 327 2 327.2 327 2
Current Share Pnce $11.78 $11.78 $11.78 $11.78 $11.78 $11.78 $11.78
Equity Market Capitalization $3,853.9 $3,853 9 $3,853 9 $3,853 9 $3,853 9 $3,853.9 $3,853.9
Add: Debt & Preferred 1,597 1 1,702.1 1,492 6 1,392.1 1,091.5 1,090.9 890.3
Less: Cash & Opfions/Conversion Proceeds ~174.7) ~ (103.4~ (200.6) (294,3) ~ ~


Enterprise Value $5,276.4 $6,327.2 $5,243.1 $5,045.4 $4,651.2 $4,131.4 $3,367.7
Operating Cash Flows (EBITDA, ~nc. stock compensation) ($280.7) ($45.7) $27 7 $t10 2 $273.4 $362.2 $558.3


EV/EBITDA nla n/a 189.6x 45.8x 17.0x 11.4x 6.0x


Ending Subscribers (’000s) 9,130 10,644 12,169 13,662 15,149 16,601 17,988
Value per Subscriber $578 $501 $431 $369 $307 $249 $187


Cash Flow from Operations ($235.4) $42.5 $179.0 $294.4 $492.9 $620.5 $876.6
less. Capital Expenditure (163.8) ~ ~ ~ {98.6) ~ ~


Levered Free Cash Flow ($399.2) ($50.8) $84.1 $197.7 $394.3 $519.8 $773.7
less: Deferred Tax Benefits (0.7) ........ (47.5~ ~ ~


Fully-Taxed Free Cash Flow ($399.8) ($50"~) $84.-~" $197"~ $346.7 $423.7 $577,3


NPV of NOLs $667.3 $890.2 $971.1 $1,059.3 $1,107.9 $1,112.5 $1,017.2
Per Share $2.04 $2.72 $2,97 $3.24 $3.39 $3 40 $3 11


Ending Subscribers (’000s) 9,130 10,644 12,169 13,662 15,149 16,601 17,988
iubscriber ($43.72) ($4.78) $6.91 $14.47 $26 03 $31.31 $43.01


FCF / EBITDA Conversion ...... 304.1% I79.4% 144.2% 143.5% 138 6%


Leverage Ratios
Net Debt & Preferred/EBtTDA
Debt/Subscdber
Net DebtlSubscriber


Coverage Ratios
EBITDNNet Interest & Dividends
(EBITDA-Capex)/Net Interest & D=vidends


Source: Lehman Brothers, company reports


..... 52.3x 1 t.3x 3.1x 0.gx (0 8)x
$175 $160 $123 $102 $72 $66 $49


162 144 119 91 56 20 (24)


0.4x 1 6x 5.6x 24.2x (13.7)x
-- 0.2x 3.6x I7.5x (11 1)x


Analyst Certification:
We, Vijay Jayant and James M. Ratcliffe, hereby certify (1) that the views expressed in this research Company Note accurately reflect our
personal views about any or all of the subject securities or issuers referred to in this Company Note and (2) no part of our compensation
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this Company Note.


Other Team Members:
Bhutta, Saboora (LBI, New York) 1.212.526.2063 sbhutta@lehman.com


Company Description:
XM Satellite Radio is one of only two FCC licensed satellite radio operators and offers more than 100 music, talk & traffic channels with
limited or no commercials for $13/month.
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XM Satellite Radio Holdings Inc. Announces Fourth Quarter and
Full Year 2006 Results


XM Adds Nearly 1.7 Million Net Subscribers in 2006


2006 Revenue Increases 67% to $933 Million


XM Achieves Positive Cash Flow from Operations in the Fourth Quarter of 2006


XM and Sirius to Combine in $13 Billion Merger of Equals


WASHINGTON, Feb. 26/PRNewswire-FirstCall/-- XM Satellite Radio Holdings Inc. (NASDAQ:
XMSR) today reported financial and operating results for the fourth quarter and full year ended
December 31, 2006. XM announced that 2006 revenue increased year over year by 67 percent to $933
million. XM added 1.696 million new net subscribers in 2006 for a total of 7.629 million subscribers,
and XM achieved positive cash flow from operations in the fourth quarter.


"2006 was a pivotal year for XM," said Hugh Panero, XM CEO. "The automobile market is emerging as
a key catalyst for satellite radio’s future growth, and XM is well-positioned through its relationships with
the nation’s largest and fastest-growing automakers. Our financial metrics are heading in the right
direction as marketing costs have declined and our revenues have increased."


Fourth Quarter and Full-Year Financial Results


For the fourth quarter of 2006, XM reported quarterly total revenue of $257.1 million, an increase of 45
percent over the $177.1 million total revenue reported in fourth quarter of 2005. XM’s full year 2006
total revenue was $933.4 million, an increase of 67 percent over the $558.3 million total revenue
recorded in 2005. Subscription revenue grew 64 percent to $825.6 million from $502.6 million in 2005.
Advertising revenue grew 76 percent to $35.3 million from $20.1 million. These quarterly and annual
increases in revenue were driven by our subscriber growth and increases in average revenue per
subscriber in connection with our price increase implemented in the second quarter of 2005.


For the fourth quarter, subscriber acquisition cost (SAC), a component of cost per gross addition
(CPGA) was $70 compared to $89 in the same period last year. CPGA in the fourth quarter was $128
compared to $141 in the same period last year. For full year 2006, SAC was $64, consistent with $64 in
2005, and CPGA was $108, compared to $109 in 2005.


XM reported an adjusted EBITDA loss of ($69.8) million for the fourth quarter of 2006, a substantial
improvement from the adjusted EBITDA loss of ($172.9) million reported in the fourth quarter of 2005.
For the full year 2006, XM reported an adjusted EBITDA loss of ($166.2) million down from the full
year 2005 adjusted EBITDA loss of ($403.7) million. The decline in adjusted EBITDA loss primarily
resulted from our increase in subscribers, growth in subscription margin and lower marketing costs.


Net loss for the fourth quarter of 2006 was ($256.7) million, which included the following non-cash
items totaling ($79.0) million of the net loss: a charge of $(57.6) million to reflect an impairment in our
23% ownership in Canadian Satellite Radio and charges of ($21.4) million from our balance sheet
restructuring. XM’s net loss for the fourth quarter of 2005 was ($268.3) million which included charges
of ($25.3) million from our balance sheet restructuring.
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Full year net loss was ($718.9) million, which included the following non- cash items totaling ($198.8)
million of the net loss: impairment charges of ($76.6) million in our investments in WorldSpace and
Canadian Satellite Radio and charges of ($122.2) million from our balance sheet restructuring. XM’s net
loss for the full year 2005 was ($666.7) million which included charges of ($27.6) million from our
balance sheet restructuring.


Successful Balance Sheet Restructuring Concludes


In 2006, the company successfully completed a major recapitalization by leveraging its improving credit
profile to transition to a largely unsecured capital structure, reducing interest expense by refinancing the
debt issued earlier in the company’s development, extending debt maturities and enhancing its liquidity
position. In conjunction with the refinancing, the company established a secured $250 million revolving
credit facility maturing in 2009 with a syndicate of blue chip banks and increased the size of the credit
facility with GM by $50 million to $150 million.


Also in 2006, to further simplify the balance sheet, XM redeemed all outstanding shares of Series B
Convertible Preferred Stock, converted all of its Series C Convertible Preferred Stock into 14.5 million
Class A common shares, and incentivized the conversion of $146.6 million aggregate fully accreted face
amount of 10% Senior Secured Discount Convertible notes by issuing 48.8 million shares of common
stock.


In February 2007, the company entered into a sale-leaseback of the transponders on the XM-4 satellite
whereby the company received $288.5 million of net proceeds of which $44 million was used to retire
outstanding mortgages.


XM Extends Long-Term Agreements with Honda, Toyota; General Motors Expands XM Vehicle
Production for 2007


2006 marked the first year that XM added more net new customers through auto dealerships than at
retail. XM’s recent ten-year contract extensions with Toyota and Honda add to the momentum that XM
has in the new car market.


General Motors, the leading automotive provider of XM radios, announced its plan to build more than
1.8 million vehicles with factory-installed XM in 2007. American Honda plans to equip more than
650,000 vehicles with factory XM radios for 2007 and Toyota is expected to produce more than one
million vehicles with factory XM radios annually by 2010.


XM Completes New State-of-the-Art Satellite System with "Rhythm" and "Blues"


In December 2006, XM began broadcasting through its XM-4 satellite (known as "Blues") manufactured
by Boeing Satellite Systems International, Inc. The combination of "Rhythm," the XM-3 satellite
launched in February 2005, and "Blues" provides a solid foundation to deliver a full complement of
digital broadcasts for at least the next 15 years. "Rhythm" and "Blues" replace XM’s original satellites
"Rock" and "Roll," which were launched in 2001 and will serve as in-orbit spares for the near-term.


XM and Sirius to Combine in $13 Billion Merger of Equals


XM Satellite Radio and Sirius Satellite Radio last week announced that they have entered into a
definitive agreement, under which the companies will be combined in a tax-free, all-stock merger of
equals with a combined enterprise value of approximately $13 billion, which includes net debt of
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approximately $1.6 billion. Under the terms of the agreement, XM shareholders will receive a fixed
exchange ratio of 4.6 shares of Sirius common stock for each share of XM they own. XM and Sirius
shareholders will each own approximately 50 percent of the combined company. The combination
creates a nationwide audio entertainment provider with combined 2006 revenues of approximately $1.5
billion based on analysts’ consensus estimates. The transaction is subject to approval by both companies’
shareholders, the satisfaction of customary closing conditions and regulatory review and approvals,
including antitrust agencies and the FCC. Pending regulatory approval, the companies expect the
transaction to be completed by the end of 2007.


About XM


XM (NASDAQ: XMSR) is America’s number one satellite radio company with more than 7.6 million
subscribers. Broadcasting live daily from studios in Washington, DC, New York City, Chicago, the
Country Music Hall of Fame in Nashville, Toronto and Montreal, XM’s 2007 lineup includes more than
170 digital channels of choice from coast to coast: commercial-free music, premier sports, news, talk
radio, comedy, children’s and entertainment programming; and the most advanced traffic and weather
information.


XM, the leader in satellite-delivered entertainment and data services for the automobile market through
partnerships with General Motors, Honda, Hyundai, Nissan, Porsche, Subaru, Suzuki and Toyota is
available in 140 different vehicle models for 2007. XM’s industry-leading products are available at
consumer electronics retailers nationwide. For more information about XM hardware, programming and
partnerships, please visit http://www.xmradio.com/.


This press release contains "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. Such statements include, but are not limited to, statements about the
benefits of the business combination transaction involving Sirius Satellite Radio Inc. and XM Satellite
Radio Holdings Inc., including potential synergies and cost savings and the timing thereof, future
financial and operating results, the combined company’s plans, objectives, expectations and intentions
with respect to future operations, products and services; and other statements identified by words such
as "anticipate," "believe," "plan," "estimate," "expect," "intend," "will," "should," "may," or words of
similar meaning. Such forward-looking statements are based upon the current beliefs and expectations of
Sirius’s and XM’s management and are inherently subject to significant business, economic and
competitive uncertainties and contingencies, many of which are difficult to predict and generally beyond
the control of Sirius and XM. Actual results may differ materially from the results anticipated in these
forward-looking statements.


The following factors, among others, could cause actual results to differ materially from the anticipated
results or other expectations expressed in the forward-looking statement: general business and economic
conditions; the performance of financial markets and interest rates; the ability to obtain governmental
approvals of the transaction on a timely basis; the failure of Sirius and XM shareholders to approve the
transaction; the failure to realize synergies and cost-savings from the transaction or delay in realization
thereof; the businesses of Sirius and XM may not be combined successfully, or such combination may
take longer, be more difficult, time-consuming or costly to accomplish than expected; and operating
costs and business disruption following the merger, including adverse effects on employee retention and
on our business relationships with third parties, including manufacturers of radios, retailers, automakers
and programming providers. Additional factors that could cause Sirius’s and XM’s results to differ
materially from those described in the forward-looking statements can be found in Sirius’s and XM’s
Annual Reports on Form 10-K for the year ended December 31, 2005, and Quarterly Reports on Form
10-Q for the quarters ended March 31, 2006, June 30, 2006 and September 30, 2006 which are filed
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with the Securities and Exchange Commission (the "SEC") and available at the SEC’s Internet site
(http://www.sec.gov/). The information set forth herein speaks only as of the date hereof, and Sirius and
XM disclaim any intention or obligation to update any forward looking statements as a result of
developments occurring after the date of this press release.


Important Additional Information Will be Filed with the SEC


This communication is being made in respect of the proposed business combination involving Sirius and
XM. In connection with the proposed transaction, Sirius plans to file with the SEC a Registration
Statement on Form S-4 containing a Joint Proxy Statement/Prospectus and each of Sirius and XM plan
to file with the SEC other documents regarding the proposed transaction. The definitive Joint Proxy
Statement/Prospectus will be mailed to stockholders of Sirius and XM. INVESTORS AND SECURITY
HOLDERS OF SIRIUS AND XM ARE URGED TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS AND OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY
IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN
IMPORTANT INFORMATION ABOUT THE PROPOSED TRANSACTION.


Investors and security holders will be able to obtain free copies of the Registration Statement and the
Joint Proxy Statement/Prospectus (when available) and other documents filed with the SEC by Sirius
and XM through the web site maintained by the SEC at http://www.sec.gov/. Free copies of the
Registration Statement and the Joint Proxy Statement/Prospectus (when available) and other documents
filed with the SEC can also be obtained by directing a request to Sirius Satellite Radio Inc., 1221
Avenue of the Americas, New York, NY 10020, Attention: Investor Relations or by directing a request
to XM Satellite Radio Holdings Inc., 1500 Eckington Place, NE Washington, DC 20002, Attention:
Investor Relations.


Sirius, XM and their respective directors and executive officers and other persons may be deemed to be
participants in the solicitation of proxies in respect of the proposed transaction. Information regarding
Sirius’s directors and executive officers is available in its Annual Report on Form 10-K for the year
ended December 31, 2005, which was filed with the SEC on March 13, 2006, and its proxy statement
for its 2006 annual meeting of stockholders, which was filed with the SEC on April 21, 2006, and
information regarding XM’s directors and executive officers is available in XM’s Annual Report on
Form 10-K, for the year ended December 31, 2005, which was filed with the SEC on March 3, 2006 and
its proxy statement for its 2006 annual meeting of shareholders, which was filed with the SEC on April
25, 2006. Other information regarding the participants in the proxy solicitation and a description of their
direct and indirect interests, by security holdings or otherwise, will be contained in the Joint Proxy
Statement/Prospectus and other relevant materials to be filed with the SEC when they become available.


XM SATELLITE RADIO HOLDINGS INC.
UNAUDITED CONSOLIDATED STATEMENT OF OPERATIONS


(in thousands, except
share and per share
data)


Three months ended
December 31,


Twelve months ended
December 31,


2006 2005 2006 2005
(Unaudited)                    (Unaudited)


Revenue:
Subscription $220,542 $156,251 $825,626 $502,612
Activation 4,459 3,079 16,192 10,066
Merchandise 10,076 8,627 21,720 18,182
Net ad sales 11,045 7,283 35,330 20,103
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0


0


0


Other Ii,000 1,895 34,549
Total revenue 257,122 177,135 933,417
Operating expenses:


Cost of revenue
(excludes
depreciation &
amortization, shown
below):


Revenue share &
royalties 43,405 27,889 149,010


Customer care &
billing operations(l) 28,850 24,560 104,871


Cost of merchandise 20,525 22,267 48,949
Ad sales (i) 4,768 3,644 15,961
Satellite &


terrestrial (i) 12,729 11,353 49,019
Broadcast &


operations:
Broadcast (i) 5,869 4,707 23,049
Operations (i) 9,164 6,851 34,683


Total broadcast &
operations 15,033 11,558 57,732


Programming &
content (i) 46,427 30,551 165,196


Total cost of revenue 171,737 131,822 590,738
Research & development


(excludes depreciation
and amortization,
shown below) (i) 9,080 10,248 37,428


General &
administrative
(excludes


depreciation and
amortization, shown
below) (i) 30,327 13,213 88,626


Marketing (excludes
depreciation and
amortization, shown
below):


Retention & support (i) 9,064 6,584 31,842
Subsidies &
distribution 73,464 113,852 241,601


Advertising &
marketing 52,789 66,703 147,640


Marketing 135,317 187,139 421,083
Amortization of GM


liability 6,504 9,313 29,760
Total marketing 141,821 196,452 450,843
Depreciation &


amortization 44,043 39,028 168,880
Total operating


expenses (i) 397,008 390,763 1,336,515
Operating loss (139,886) (213,628) (403,098)
Other income (expense):


Interest income 3,499 7,218 21,664
Interest expense (34,958) (36,557) (121,304)
Loss from


de-leveraging
transactions (21,443) (25,345) (122,189)


7,303
558,266


93,874


76,222
40,707
10,058


42,355


16,609
24,460


41,069


101,008
405,293


31,218


43,864


22,275


264,719


163,312
450,306


37,250
487,556


145,870


1,113,801
(555,535)


23,586
(107,791)


(27,552)
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Loss from impairment
of investments


Equity in net loss
of affiliate


Other income (expense)
Net loss before


income taxes
Benefit from


(provision for)
deferred income
taxes


Net loss


(57,646)


(5,286)
233


(255,487)


(1,237)
(256,724)


8.25% Series B and C
preferred stock
dividend
requirement


8.25% Series B
preferred stock
retirement loss


8.25% Series C
preferred stock
retirement loss


Net loss attributable
to common
stockholders


Net loss per common
share - basic and
diluted


Weighted average
shares used in
computing net loss
per common share -
basic and diluted


(482
1,061


(267,733


(593
(268,326)


(76,572


(23,229
5,842


(718,886


14
(718,872


(482
3,389


664,385


(2,330
666,715)


530) (2,149) (6,127) (8,597)


(755)


(5,938) - (5,938)


$(263,192) $(270,475) $ (731,692) $ 675,312)


$(0.90) $(1.22) $2.70 $(3.07)


293,797,483 270,586,682221,929,446 219,620,468


Reconciliation of Net
loss to Adjusted
EBITDA:
Net loss as


reported $(256,724) $(268,326) $(718,872) $(666,715)
Add back Net loss


items not included
in EBITDA:
Interest income (3,499) (7,218) (21,664) (23,586)
Interest expense 34,958 36,557 121,304 107,791
Depreciation &


amortization 44,043 39,028 168,880 145,870
(Benefit from)
provision for
deferred income
taxes 1,237 593 (14) 2,330


EBITDA (2) (179,985) (199,366) (450,366) (434,310)
Add back EBITDA


items not included
in Adjusted EBITDA:
Loss from


de-leveraging
transactions 21,443 25,345 122,189 27,552


Loss from
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impairment of
investments 57,646


Equity in net loss
of affiliate 5,286


Other (income)
expense (233)


Stock-based
compensation (i) 26,024


Adjusted EBITDA (2) $(69,819)


76,572


482 23,229 482


(1,061) (5,842) (3,389)


1,741      68,046       5,966
$(172,859) $(166,172) $(403,699)


Three months
ended Dec. 31,


Footnotes:
(i) These captions include non-cash


stock-based compensation expense
as follows:
(In thousands)


Customer care & billing operations
Ad sales
Satellite & terrestrial
Broadcast
Operations
Programming & content
Research & development
General & administrative
Retention & support


Total stock-based
compensation


Twelve months
ended Dec. 31,


2006 2005 2006 2005


$615 $15 $1,338 $45
870 76 2,397 234


1,010 98 2,649 287
1,131 78 2,880 240


853 31 2,425 96
4,216 185 10,878 840
3,257 319 8,655 1,029


10,710 446 28,124 1,741
3,362 493 8,700 1,454


$26,024 $1,741 $68,046 $5,966


(2) Net loss before interest income, interest expense, income taxes,
depreciation and amortization is commonly referred to in our business
as "EBITDA." Adjusted EBITDA is defined as EBITDA excluding loss from
de-leveraging transactions, loss from impairment of investments,
equity in net loss of affiliates, other income (expense) and stock-
based compensation. We believe that Adjusted EBITDA provides a better
measure of our core business operating results and improves
comparability. This non-GAAP measure should be used in addition to,
but not as a substitute for, the analysis provided in the statement of
operations. We believe Adjusted EBITDA is a useful measure of our
operating performance. Adjusted EBITDA is a significant basis used by
management to measure our success in acquiring, retaining and
servicing subscribers because we believe this measure provides insight
into our ability to grow revenues in a cost-effective manner. Adjusted
EBITDA is a calculation used as a basis for investors, analysts and
credit rating agencies to evaluate and compare the periodic and future
operating performances and value of similar companies in our industry.


Because we have funded and completed the build-out of our system
through the raising and expenditure of large amounts of capital, our
results of operations reflect significant charges for depreciation,
amortization and interest expense. We believe Adjusted EBITDA
provides helpful information about the operating performance of our
business, apart from the expenses associated with our physical plant
or capital structure. We believe it is appropriate to exclude
depreciation, amortization and interest expense due to the variability
of the timing of capital expenditures, estimated useful lives and
fluctuation in interest rates. We exclude income taxes due to our tax
losses and timing differences, certain periods will reflect a tax
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benefit, while others an expense, in which neither are reflective of
our operating results. Because of the variety of equity awards used by
companies, the varying methodologies for determining stock-based
compensation expense and the subjective assumptions involved in those
determinations, we believe excluding stock-based compensation expense
enhances the ability of management and investors to compare our core
operating results with those similar companies in our industry.


Equity in net loss of affiliates represents our share of losses in an
affiliate in which we exercise significant influence, but do not
control. Management believes it is appropriate to exclude this loss
when evaluating the performance of our core business operations.
Additionally, we exclude loss from de-leveraging transactions, loss
from impairment of investments and other income (expense) because
these items represent activity outside of our core business
operations.


There are limitations associated with the use of Adjusted EBITDA in
evaluating our company compared with net loss, which reflects overall
financial performance. These limitations include the inclusion of (i)
interest income, (2) interest expense, (3) income taxes, (4)
depreciation and amortization, (5) loss from de-leveraging
transactions, (6) loss from impairment of investments, (7) equity in
net loss of affiliates, (8) other income (expense) and (9) stock-based
compensation in the computation of net loss. Users that wish to
compare and evaluate our company based on our net loss should refer to
our Consolidated principles, and should not be considered as an
alternative to those measurements as an indicator of our performance.
In addition, our measure of Adjusted EBITDA may not be comparable to
similarly titled measures of other companies.


Effective for the three months ended March 31, 2007, we will
consolidate our disclosures to present Adjusted operating loss and
eliminate the use of EBITDA and Adjusted EBITDA. The calculation will
be shown as follows:


Three months ended
December 31,


Reconciliation of Operating
loss to Adjusted operating
loss:
Net loss as reported


Add back Net loss items
excluded from adjusted
operating loss:


Interest income (3,499)
Interest expense 34 958
(Benefit from) provision
for deferred income taxes 1 237


Loss from de-leveraging
transactions 21 443


Loss from impairment of
investments 57 646


Equity in net loss of
affiliate 5 286


Other (income) expense (233)
Operating Loss             (139 886)


Depreciation & amortization 44,043


Twelve months ended
December 31,


2006 2005 2006 2005
$(256,724) $(268,326) $(718,872) $(666,715)


(7,218) (21,664) (23,586)
36,557 121,304 107,791


593 (14) 2,330


25,345 122,189 27,552


- 76,572 -


482 23,229 482
(1,061) (5,842) (3,389)


(213,628) (403,098) (555,535)
39,028 168,880 145,870
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Stock-based compensation(l) 26,024       1,741      68,046       5,966
Adjusted operating loss       $(69,819) $(172,859) $(166,172) $(403,699)


XM SATELLITE RADIO HOLDINGS INC.
SELECTED FINANCIAL AND OPERATING METRICS


(In thousands)
SELECTED BALANCE SHEET DATA


As of
December 31, 2006 December 31,


(Unaudited)


Cash and cash equivalents (i) $218
Restricted investments 2
System under construction 126
Property and equipment, net 849
DARS license 141
Investments 80
Total assets 1,840
Total subscriber deferred revenue 427
Total deferred income 140
Long-term debt, net of current


portion 1,286
Total liabilities 2,238
Stockholders’ equity (deficit) (2) (397


216 $710
098 5
049 216
662 673


387 141
592 187
~618 2,223
193 360
695 151


,991
438
527
672
276
403
661
638
210


2005


,179 1,035,584
,498 2,142,713
,880) 80,948


SELECTED OPERATING METRICS
(Unaudited)


Subscriber Data:
OEM and Rental Car Company
Gross Subscriber Additions


Aftermarket and Data Gross
Subscriber Additions


Total Gross Subscriber
Additions (3)


OEM and Rental Car Company
Net Subscriber Additions


Aftermarket and Data Net
Subscriber Additions


Total Net Subscriber
Additions (4)


Conversion Rate (5)
Churn Rate (6)


Aftermarket Subscribers
OEM Subscribers
Subscribers in OEM


Promotional Periods
XM Activated Vehicles with


Rental Car Companies
Data Services Subscribers


Total Ending
Subscribers(7)


Three months ended
December 31,


Twelve months ended
December 31,


2006 2005 2006 2005


524,413 438,169 2,085,396 1,916,374


540,474 935,707 1,781,085 2,214,063


1,064,887 1,373,876 3,866,481 4,130,437


171,838 115,895 883,934 980,827


270,841 782,420 811,661 1,723,006


442,679 898,315 1,695,595 2,703,833


52.4% 54.3% 53.3% 56.9%
1.79% 1.57% 1.77% 1.46%


4,379,762 3,581,639 4,379,762 3,581,639
2,655,404 1,827,427 2,655,404 1,827,427


555,094 460,615 555,094 460,615


5,434 43,928 5,434 43,928
32,858 19,348 32,858 19,348


7,628,552 5,932,957 7,628,552 5,932,957
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Percentage of Ending
Subscribers on Annual and
Multi-Year Plans (8)


Percentage of Ending
Subscribers on
Family Plans (8)


Revenue Data (monthly
average):


Subscription Revenue per
Aftermarket, OEM & Other
Subscriber


Subscription Revenue per
Subscriber in OEM
Promotional Periods


Subscription Revenue per XM
Activated Vehicle with
Rental Car Companies


Subscription Revenue per
Subscriber of Data Services


Average Monthly Subscription
Revenue per Subscriber
("ARPU") (9)


Net Ad Sales Revenue per
Subscriber (i0)


Activation, Equipment and
Other Revenue per
Subscriber


Total Revenue per
Subscriber


44.2% 42.1% 44.2% 42.1%


22.5% 19.0% 22.5% 19.0%


$10.28 $10.21 $10.37 $9.97


$6.35 $5.84 $6.23 $5.79


$3.10 $9.64 $5.96 $9.88


$34.33 $34.23 $31.74 $34.23


$10.07 $9.85 $10.09 $9.51


$0.50 $0.46 $0.43 $0.38


$1.17 $0.86 $0.89 $0.68


$11.74 $11.17 $11.41 $10.57


Expense Data:
Subscriber Acquisition Costs


("SAC") (ii) $70
Cost Per Gross Addition


("CPGA") (12) $128


(1)


(2)


(3)


(4)


(5)


$89 $64 $64


$141 $1o8 $1o9


Footnotes:
In addition to the Cash and cash equivalents available to the
Company, the Company has a $250 million credit facility with a group
of banks and a $150 million credit facility with GM.


We have not declared or paid any dividends on our Class A common
stock since our date of inception.


Gross Subscriber Additions are paying subscribers newly activated in
the reporting period. OEM subscribers include both newly activated
promotional and non-promotional subscribers.


Net Subscriber Additions represent the total net incremental paying
subscribers added during the period (Gross Subscribers Additions less
Disconnects).


We measure the success of our OEM promotional programs based on the
percentage of promotional subscribers that elect to receive the XM
service and convert to self-paying subscribers after the initial
promotion period. We refer to this as the "conversion rate." We
measure conversion rate three months after the period in which the
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(6)


(7)


(8)


(9)


(i0)


(ii)


trial service ends.


Churn Rate represents the percentage of self-paying Aftermarket, OEM
& Other Subscribers who discontinued service during the period
divided by the monthly weighted average ending subscribers. Churn
Rate does not include OEM promotional period deactivations or
deactivations resulting from the change-out of XM-enabled rental car
activity.


Subscribers are those who are receiving and have agreed to pay for
our service, either by credit card or by invoice, including those who
are currently in promotional periods paid in part by vehicle
manufacturers, as well as XM activated radios in vehicles for which
we have a contractual right to receive payment for the use of our
service. Radios that are revenue generating are counted individually
as subscribers. Aftermarket subscribers consist primarily of
subscribers who purchased their radio at retail outlets,
distributors, or through XM’s direct sales efforts. OEM subscribers
are self-paying subscribers whose XM radio was installed by an OEM
and are not currently in OEM promotional programs. OEM promotional
subscribers are subscribers who receive a fixed period of XM service
where XM receives revenue from the OEM for the trial period following
the initial purchase or lease of the vehicle. In situations where XM
receives no revenue from the OEM during the trial period, the
subscriber is not included in XM’s subscriber count. Currently, at
the time of sale, vehicle owners generally receive a three month
prepaid trial subscription. Promotional periods generally include
the period of trial service plus 30 days to handle the receipt and
processing of payments. The automated activation program provides
activated XM radios on dealer lots for test drives but XM does not
include these vehicles in their subscriber count. XM’s OEM partners
generally indicate the inclusion of three months free of XM service
on the window sticker of XM-enabled vehicles. XM, historically and
including the 2006 model year, receives a negotiated rate for
providing audio service to rental car companies. Beginning with the
2007 model year, XM has entered into marketing arrangements with
rental car companies which govern the rate which XM receives for
providing audio service. Data services subscribers are those
subscribers that are receiving services that include stand-alone XM
WX Satellite Weather service, stand-alone XM Radio Online service,
and stand-alone NavTraffic service. Stand-alone XM WX Satellite
Weather service packages range in price from $29.99 to $99.99 per
month. Stand-alone XM Radio Online service is $7.99 per month.
Stand-alone NavTraffic service is $9.95 per month.


XM receives a range of $9.99 - $11.87 per month for annual and multi-
year plans and $6.99 per month for a family plan.


Subscription Revenue includes monthly subscription revenues for our
satellite audio service and data services, net of any promotions or
discounts.


Net Ad Sales Revenue includes sales of advertisements and program
sponsorships on the XM system, net of agency commissions.


Subscriber acquisition costs include Subsidies & distribution
(excluding on-going loyalty payments to distribution partners) and
the negative gross profit on merchandise revenue. Subscriber
acquisition costs are divided by the appropriate gross additions or
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units manufactured to calculate what we refer to as "SAC."


(12) CPGA costs include the amounts in SAC, as well as Advertising &
marketing and on-going loyalty payments to distribution partners.
CPGA costs do not include marketing staff (included in Retention &
support) or the amortization of the GM guaranteed payments (included
in Amortization of GM liability). These costs are divided by the
gross additions for the period to calculate what refer to as "CPGA."


SOURCE: XM Satellite Radio Holdings Inc.


CONTACT: Investors, Joe Wilkinson, +1-202-380-4008,
joe.wilkinson@xmradio.com, or Richard Sloane, + 1-202-380-1439,
richard.sloane@xmradio.com, or Media, Nathaniel Brown, +1-212-708-6170,
nathaniel.brown@xmradio.com, or Chance Patterson, +1-202-380-4318,
chance.patterson@xmradio.com, all of XM Satellite Radio


Web site: http://www.xmradio.com/
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XM Satellite Radio Holdings, Inc.


XMSR- NASDAQ
Buy


Media and Internet


From To
Changes (Previous) (Current)
Rating -- Buy
Target Price -- $18.00
FY07E EPS $(1.79) $(1.81)
(Net)
FY08E EPS $(1.15) $(1.23)
(Net)
Stock Data
Price (04/27/07): $11.90
52-Week Range: $22 - $10
Market Cap.($mm): $3,640.2
Shr.O/S-Diluted (mm): 305.9
Enterprise Val. ($mm): $4,410.5
Avg Daily Vol (3 Mo): 9,210,189
LT Debt/Total Cap.: 15.0%
Net Cash/Share: NA
Dividend ($): $0.00
Yield (%): 0.0%
Book Value/Share: $0.00
S&P Index: 1,494.87
Price is intraday as of 4127107.


EPS (Net) 2006A 2007E 2008E
1a $(0.55)A $(0.40)A NE
2Q (0.87)A (0.43)


NENE3Q (0.32)A (0.42)
4Q (0.90)A (0.58) NE
FYDec $(2.70)A $(1.81) $(1.23)
PIE NM NM NM
Revenue (Net) $933.4M $1.13B $1.38B
EV/Revenue 4,7x 3.9x 3.2x


April 27, 2007


1Q Results; Improving Numbers, Maintaining $18 Target


Kit Spring, CFA 303.291.5201 springk@stifel.com


XM’s 1Q results show improvement: XMSR reported EPS of ($0.40)
which were better than our estimate of ($0.44) and in line with the street.
Total net additions were down 36%, an improvement over the previous 4
quarters. Monthly churn was 1.78%, well below our estimate of 1.9% and a
good number to see as churn is a key driver for the business. Offsetting
this was a reduction in conversion rate, another key driver, from 52.4% in
4Q 2006 to 51.5% in 1Q. XM regained some market share to finish at 47%
and beat our net subscriber addition estimate of 274k, coming in at 285k.
ARPU came in at $10.15, above our $10 estimate.


Unfortunately, subscriber guidance still appears a little high to us:
XMSR’s guidance of 9,0-9.2MM appears unrealistically high unless OEM
ramps up substantially more than the 20% gross increase we’ve assumed
or satellite radio as a category sees a retail renaissance due to easy
Howard Stern comparisons in 2H07. We maintain our estimate at 8.8MM
but we do see the possibility of this number being low.


Our estimates remain relatively unchanged: We are maintaining our
EBITDA estimate at ($185MM) which includes merger costs. We expect
EBITDA to turn positive in 2008 and FCF positive in 2009. Potential growth
in OEM subs remains the best avenue for growth.


Liquidity remains strong: XMSR ended 1Q with $319MM in cash and
$400MM in untapped credit facilities, resulting in total available liquidity of
$719MM.


Maintaining target of $18 and stand-alone target of $14.50: Our target
remains at $18 and is based on a 5-year DCF, which assumes a 10x
terminal multiple on EV/FCF and EV/EBITDA and a 10.3% WACC, plus
option value of a merger of $3.50. A merger completion in which XMSR
recieved 58% of the $5B of merger synergies would result in a $23 target.


All relevant disclosures and certifications appear on pages 7 - 8 of this report. Page 1
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Overall, we felt 1Q results positive:


Positives:
¯ Total revenues were $264.1MM, above our estimate of $262.6, due to high merchandising and other revenues.
¯ Subscription ARPU was $10.15, above our estimate of $10.00.
¯ Self paying churn was 1.78%, flat sequentially and below our estimate of 1.9%.
¯ SAC (subscriber acquisition cost) was $65, below our estimate of $70.
¯ CPGA (SAC plus marketing costs) was $103, well below our estimate of $115.
¯ Adjusted operating loss (EBITDA) was $27MM, an improvement of $22M y/y.
¯ Strong cash position and available liquidity.
¯ XMSR reports passing 8MM subscribers.
¯ Reclaiming market share from SIRI, up 3% to 47% from 4Q 2006


Negatives:
¯ Decrease in conversion rate from 52.4% in 4Q 2006 to 51.5% in 1Q 2007.


OEM penetration remains the key driver of value: The #1 variable in XMSR’s financial model, in our opinion,
remains the OEM penetration rate, a metric where XMSR clearly disappointed over the last 18 months. We are now
assuming that OEM penetration increases from 19% in 2005 and 23% in 2006 to 26% in 2007, 43% in 2008 and 71%
by 2012. We believe these are realistic assumptions, but note the risk for both major upside and disappointment. The
potential upside case is that satellite radio goes standard as Hyundai, Nissan, Kia, Audi, Volkswagen, and Ford
Canada have all announced plans to go standard or near standard. The disappointing case would be that satellite radio
will only get to 40%, the level where industry leading GM seems to have stalled and the level that Toyota is targeting
for decade end.


Review of Merger Thoughts


We believe the probability of an FCC/DOJ merger approval is ~55%, with market definition as the key variable,
Whether or not the merger would be approved depends on if satellite radio is defined as part of a market that includes
or excludes terrestrial radio and to a far lesser extent iPods/MP3 players and Internet radio over, both wired and
wireless. We believe it is more than likely that all or some of the above would be considered listening alternatives, in
which case XMSR and SIRI combined would have a minimal market share - 6% if the market is satellite radio plus
terrestrial radio, 4% if the market is defined as satellite radio plus terrestrial radio plus iPods/digital music.


The DOJ defines a market as "any grouping of sales (or other commercial transactions) in which each of the firms
whose sales are included enjoys some advantage in competing with those firms whose sales are not included. The
advantage need not be great, for so long as it is significant it defines an area of effective competition among the
included sellers in which the competition of the excluded sellers is, ex hypothesis, less effective. The process of market
definition may result in identification of several appropriate markets in which to test the probable competitive effects of
a particular merger." According to the second sentence, we believe one could reasonably determine that the market is
either overall radio, satellite radio, or a broader definition including iPods/digital music. The third sentence leads us to
believe that satellite radio is its own market. Perhaps the final sentence, which says multiple definitions may be
considered, is the most relevant. Based on our analysis of estimated market weightings, we calculate a 55% likelihood
of a merger approval and a 45% possibility of disapproval. In our view it really comes down to whether terrestrial radio
is a competitor or not. Given that satellite radio’s revenue is now about 6% that of radio revenue and a projected ~21%
by 2010, we put a higher likelihood on including terrestrial radio than not.


Combined future (2010) revenue share would be slightly more than CCU’s national share, but significantly less
than the 35% local limit: If our long-term forecasts for XMSR and SIRI are correct, we foresee satellite radio’s market
share of radio industry revenues at ~21%. While this is slightly bigger than Clear Channel’s current 18% revenue share
of the radio industry’s $21B pie, it does not seem to be an alarming share size relative to other sectors within the media
industry (ex: cable, newspapers, local TV, etc.). Perhaps what is more important is not national share, but local share,
since most radio listening is local in nature. Assuming a relatively proportionate dispersion of satellite radio customers
by designated market area, satellite radio would have a similar local radio revenue market share (6% now and 21% by
2010).


SIRI & XMSR probably won’t be able to raise prices after a merger - terrestrial radio is the real competitor: We
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believe there is very little competition between XM and Sirius regarding monthly subscriptions, which are both $12.99
per month, though there is some price competition in terms of subsidizing radios. XMSR and SIRI really don’t compete
against each other at all in the OEM market, which currently accounts for ~45% of subscribers and is growing - buyers
seldom make a car purchasing decision based on the satellite radio provider and they can’t switch providers without
buying a new radio. If XM and Sirius were to merge, indeed they would improve their ability to raise prices on existing
subscribers, but in our opinion they wouldn’t be a monopoly as terrestrial radio is a legitimate substitute for most
consumers. If they were to raise prices, consumers could defect and still hear most of the same songs on terrestrial
radio (though not some exclusive content) and get local content, where satellite falls short.


Price increase restrictions could improve the likelihood of a deal passing: Sirius and XM could agree to price
increase limitations and the deal would still make a ton of sense, in our opinion. The real goal of this merger is not be to
become a monopoly and gouge customers, but to offer more channels to consumers in order to better compete with
radio and cut costs dramatically. We doubt Sirius & XM will initially suggest price restrictions as a way to close the deal,
but should the DOJ object, such a scenario is a plausible. This scenario will likely increase the probability of an
approval.


Failing company clause is unlikely to come into play, but something to consider when calculating potential
downside risk: According to the DO J, "a merger which the Department would otherwise challenge will ordinarily not
be challenged if (i) the resources of one of the merging firms are so depleted and its prospects for rehabilitation so
remote that the firm faces the clear probability of a business failure". While both XMSR and SIRI have lost billions to
date, we do not believe either firm is anywhere close to a liquidity crisis. However, politicians may consider the losses
when deciding whether to lobby for or against this merger, which would be a positive in our view. In the event that XM
and Sirius don’t meet our financial projections and a liquidity event does occur, we believe the DOJ language above
suggests a high likelihood of approval, though obviously our industry projections would have to come down, offsetting
much of the merger upside potential.


DISH/DTV as a case study - radio market is different: We have often heard investors posit that because DISH/DTV,
who had a competitor in cable and weren’t allowed to merge in 2001, then XMSR/SIRI won’t be allowed to merge. We
think the main flaw with this logic is that that terrestrial radio is a much more viable listening substitute for satellite
radio, as compared to terrestrial TV broadcasting (local ABC, CBS, NBC, FOX affiliates that can be received without
cable) relative to satellite TV. This is evidenced by the market share of penetration for multichannel pay TV (86% of
households) relative to satellite radio (~8% of households after adjusting subscribers down from family plans). This is
perhaps due to the immature market for satellite radio, but also likely due to the idea that radio is less important than
TV for most consumers and that exclusivity of programming is more contrasting for something like ESPN on
cable/satellite than it is for ESPN radio on satellite radio.


Synergy estimate of $5B - nearly 40% upside relative to existing enterprise value: The media sector has
historically been characterized by a consolidation mentality where bigger is better. We can think of countless mergers
where companies stretched for synergies to get bigger. Contrary to the norm in media, in the case of XMSR/SIRI, we
see dramatic synergies - $5B in present value terms - which equates to almost half of the current combined enterprise
values. The essence of the synergies is that 1) the high fixed costs such as satellites and infrastructure could be
effectively cut in half, and 2) XMSR and SIRI wouldn’t have to beat each up by overpaying for content and while
negotiating the right to be in new cars.


Merger model synergy assumptions are as follows: We have attached a line by line analysis of the income
statement for revenue and expense synergies. We admit that there is a high variability of outcomes. One of our
greatest challenges in figuring out potential synergies is the cost, time and feasibility of combining the two networks.
Certainly there are a variety of outcomes that only management could truly answer. We are currently assuming a total
upfront cost of combining the networks of $1.4 billion, including merger and severance fees and network consolidation
costs. On a normalized basis we then calculate $503MM of annual costs savings, which would have a present value of
$6.4 billion, or $5 billion net of the upfront costs. On the revenue side, we assume the combo will be able to offer more
programming by combining channels leading to .8MM more subs over time. We assume no ARPU synergies as the
combo may have to agree to price restrictions to get a deal done. This yields $108MM of revenue synergies per
annum. On the cost side we see synergies on almost every line item as the combo consolidates networks, R&D and
G&A personnel. Over time the combo should be able to save on programming and OEM splits slightly. SAC and CPGA
could come down modestly as the combo would lead to faster mass production of radios and less advertising.


Company Description
XM Satellite Radio Holdings, Inc. operates as a satellite radio service company primarily in the United States. It


Page 3







XM Satellite Radio Holdings, Inc. (XMSR) April 27, 2007


provides music, news, talk, information, entertainment, and sports programming for reception by vehicle, home, and
portable radios, as well as over the Internet to approximately 6 million subscribers. The company also provides XM
NavTraffic, a satellite traffic data service that provides real-time traffic information, and XM WX satellite weather service
that offers graphical data weather service to the marine and aviation markets. In addition, it provides online music
purchase and playlist management capability. As of January 31, 2006, XM Satellite Radio operated approximately 160
channels, including 67 commercial-free music channels, 34 news, talk, and entertainment channels, 39 sports
channels, 21 instant traffic and weather channels, and 1 emergency alert channel. XM Satellite Radio was founded in
1992 and is headquartered in Washington, D.C.
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XM Satellite Radio - XMSR
Quarterly la¢ome Statement
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Important Disclosures and Certifications


I, Kit Spring, certify that the views expressed in this research report accurately reflect my personal views
about the subject securities or issuers; and I, Kit Spring, certify that no part of my compensation was, is, or
will be directly or indirectly related to the specific recommendation or views contained in this research report.
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Rating Key


B - Buy UR - Under Rewew
H - Hold NR - No Rating
S - Sell NA - Not Appllcabde
I - Inltlat=on RS - Rat=ng Suspended
D - Dropped


For a price chart with our ratings and target price changes for XMSR go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=XMSR


Created b~’ BiueMatrix


Prior to December 1, 2005, Stifel, Nicolaus & Company, Inc. utilized several investment rating systems that were
different than the rating system currently utilized as described above. For purposes of XM Satellite Radio Holdings,
Inc.’s price chart, "Strong Buy", "Buy" and "Market Outperform" under the former Stifel Nicolaus investment rating
systems shall correspond to "Buy" under the current Stifel Nicolaus investment rating system, and "Market Perform"
and "Market Underperform" under the former Stifel Nicolaus investment rating systems shall correspond to "Hold" and
"Sell", respectively, under the current Stifel Nicolaus investment rating system. Please contact the Stifel Nicolaus
Equity Research Department at (410) 454-5753 for a written description of the investment rating systems previously
utilized by Stifel Nicolaus research analysts during the past three years.


Stifel, Nicolaus & Company, Inc. or an affiliate makes a market in the securities of XM Satellite Radio Holdings, Inc.


Stifel, Nicolaus & Company, Inc.’s research analysts receive compensation that is based upon (among other factors)
Stifel Nicolaus’ overall investment banking revenues.


Our investment rating system is three tiered, defined as follows:


BUY -We expect this stock to outperform the S&P 500 by more than 10% over the next 12 months. For higher-yielding
equities such as REITs and Utilities, we expect a total return in excess of 12% over the next 12 months.


HOLD -We expect this stock to perform within 10% (plus or minus) of the S&P 500 over the next 12 months. A Hold
rating is also used for those higher-yielding securities where we are comfortable with the safety of the dividend, but
believe that upside in the share price is limited.


SELL -We expect this stock to underperform the S&P 500 by more than 10% over the next 12 months and believe the
stock could decline in value.


Of the securities we rate, 41% are rated Buy, 56% are rated Hold, and 3% are rated Sell.


Within the last 12 months, Stifel, Nicolaus & Company, Inc. or an affiliate has provided investment banking services for
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16%, 11% and 13% of the companies whose shares are rated Buy, Hold and Sell, respectively.


Additional Disclosures
Please visit the Research Page at www.stifel.com for the current research disclosures applicable to the companies
mentioned in this publication that are within Stifel Nicolaus’ coverage universe.


The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opini.ons expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, Nicolaus &
Company, Inc. or its affiliates may, at times, release written or oral commentary, technical analysis or trading strategies
that differ from the opinions expressed within.


Each of Stifel, Nicolaus & Company, Inc. and Ryan Beck & Co., Inc. is a multi-disciplined financial services firm that
regularly seeks investment banking assignments and compensation from issuers for services including, but not limited
to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement
agent in private transactions. Moreover, Stifel Nicolaus, Ryan Beck and their respective shareholders, directors,
officers and/or employees, may from time to time have long or short positions in such securities or in options or other
derivative instruments based thereon.


These materials have been approved by Stifel Nicolaus Limited, authorized and regulated by the Financial Services
Authority (UK), in connection with its distribution to intermediate customers and market counterparties in the European
Economic Area. (Stifel Nicolaus Limited home office: London +44 20 7557 6030.) No investments or services
mentioned are available in the European Economic Area to private customers or to anyone in Canada other than a
Designated Institution.This investment research report is classified as objective for the purposes of the FSA
requirements relating to Conflicts of Interest management. Additional information is available upon request. Please
contact a Stifel Nicolaus entity in your jurisdiction.


Additional Information Is Available Upon Request
© 2007 Stifel, Nicolaus & Company, Incorporated 100 Light Street Baltimore, MD 21202
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Equity Research
XM Satellite Radio Holdings Inc.
XMSR: QI Mixed--Retain Cautious Stance


XM QI SUB RESULTS GENERALLY BELOW EXPECTATIONS- XM
reported net new sub additions of 285K (a 50% y-o-y decline), which was -19%
below our 350K and -8% below consensus forecasts of 311K. Lower results were
driven by fewer than expected gross additions relative to us at IM (and consensus
of 961K) at 868K (14% y-o-y decline) and modestly higher than forecast QI ’07
churn (excl. promotional disconnects was 1.78% vs. our forecast of 1.72%). OEM
conversion rate continues to be disappointing at 51.5% in QI versus 52.4% last
quarter. XM reported that it expects the conversion rate to remain in the low 50’s,
which provides further evidence of waning consumer interest in the product.


FINANCIAL RESULTS IN LINE WITH OUR ESTIMATES- All-in subscriber
monthly ARPU for the quarter was $11.34, above $11.20 consensus (we were at a
conservative $11.06). XM reported revenue of $264M, directly in-line with $265M
consensus (and our $259M estimate) on the modestly higher ARPU. Cost Per
Gross Addition (or CPGA as XM defines it, which includes all promotional
subscribers), or the cost to acquire a new subscriber, was $103, above our est. of
$96 (although in-line with consensus of $103). Net operating cash flow was $41M
loss (including stock options), directly in-line with our $41M loss and consensus
$44MM loss. While the Company did not modify subscriber, subscription revenue
and cash flow guidance for 2007.


BOTTOM LINE: SAT RADIO DEMAND CONTINUES TO BE WEAK A
PROBLEM THAT WILL NOT BE SOLVED THROUGH AN SIRI/XMSR
COMBINATION- Overall QI subscriber results were again below expectations,
XM boosted its CPGA guidance (from ($108) to ($111-$114)) as they try to refocus
on the OEM channel and the OEM conversion rate remained stubbornly at the
-50% level despite aggressive efforts by the company. This was partially offset by
in-line ARPU and churn results. Despite considerable underperformance, we
continue to be cautious on the sat radio industry based on: 1) 5 of the last 6
quarters below expectations, 2) retail demand continues to be weak, a trend that
appears to be spreading into the all important OEM channel, 3) significant merger
approval overhang, 4) synergies (while still material) likely to be materially lower
(we estimate $250M vs. $500M consensus) and take far longer to realize than the
market anticipates and 5) most importantly, the current valuation is still arguably
rich (assuming a merger is not approved, we estimate the current $5B EV implies
XMSR will reach the roughly -20M sub level vs. 7.5M non promotional subs at
Q l; with merger approval we assume it implies roughly -12M.)


Valuation Range: $10 to $14
Our valuation range is based on a discounted cash flow. We assume a discount rate of
12% and a terminal value of 3 lx estimated 2010 free cash flow. Risks include slower-
than-expected subscriber growth and competing terrestrial alternatives.


Investment Thesis:
XM has over 8 milbon subscribers, strong OEM relationships and impressive
technology. We are cautious on the outlook for satellite radio and XM and are
concerned about the aggressive growth expectations implied by the market value.


A publication of
WACHOVIA CAPITAL MARKETS, LLC


Market Perform / V
Sector: Satellite Radio, Market Weight
April 27, 2007


Earnings Reported


2006A 2007E 2008E
EPS Curr. Prior Curr. Prior
QI (Mar.) ($0.60) ($0.40) A(0,40) NE
Q2 (June) (0.87) (0.41) NC NE
Q3 (Sep.) (0,32) (0.41) (0.33) NE
Q4 (Dec.) (0.90) (0.49) (0.51) NE
FY ($2.71) ($1.70) (1.64) ($1.22) (1.24)
CY ($2.71) ($1.70) ($1,22)
FY P/E NM NM NM


Rev.(MM) $933.4 $1,121.6 $1,401.3
Source Company Data. Wachovla Capttal Markets, LLC esttraates, and Reuters
NA = Not Available. NC = No Change, NE = No Esttmate, NM = Nat MeanmgaCul


Ticker XMSR
Price (04/26/2007) $11,78
52-Week Range: $9-23
Shares Outstanding: (MM) 306.0
Market Cap.: (MM) $3,604.7
S&P 500: 1,494.25
Dividend!Yield: $0.00/0.0%
LT Debt: (MM) $1,113.0
LT Debt/Total Cap.: 45.0%
ROE: NM
3-5 Yr. Est. Growth Rate: NM
CY 2007 Est. P/E-to-Growth: NM
Last Reporting Date: 04/26/2007


Before Open
Source Compa~.v Data. Wachovta Capital Markets, LLC estimate~, and Reuters


Media/Cable/Satellite


Jeff Wlodarczak, Senior Analyst
(212) 214-5013 / jeff.wlodarczak@wachovia.com
Albert Leung, CFA, Associate Analyst
(212) 214-5012 / albert.leung@waehovia.cora
Ryan Stuczynski, Associate Analyst
(212) 214-5017 / r~’an.stucz~/nski~wachowa.com


Please see page 8 for rating definitions, important disclosures and required analyst certifications.
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that could affect the ohjectivit3, of the report and investors shonld consider this report as only a single factor In making their investment decision.
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WACHOVIA CAPITAL MARKETS, LLC


EQUITY RESEARCH DEPARTMENT


Company Description:
XM Satellite Radio is a satellite radio service with more than 8 million subscribers. XM’s lineup includes
more than 170 digital channels of choice from coast to coast: 69 commercial-free music channels, 80
channels of premier sports, talk, comedy, children’s and entertainment programming; and more than 21
channels of the most advanced traffic and weather information for major metropolitan areas nationwide.


XM QI SUBSCRIBER (SUB) RESULTS GENERALLY BELOW EXPECTATIONS- XM reported net
new sub additions of 285K (a 50% y-o-y decline), which was -19% below our 350K and -8% below
consensus forecasts of 311K. The lower result was driven by fewer than expected gross additions relative to
us at IM (and consensus of 961K) at 868K (a 14% y-o-y decline) and modestly higher than forecast Q1 ’07
churn (excluding promotional disconnects was 1.78% compared to our forecast of 1.72%). The OEM
conversion rate continues to be disappointing at 51.5% in QI versus 52.4% last quarter. The Company also
reported that it expects the conversion rate to remain in the low 50’s, which provides further evidence of
waning consumer interest in the product.


FINANCIAL RESULTS IN LINE WITH OUR ESTIMATES- All-in subscriber monthly ARPU for the
quarter was $I 1.34 above $11.20 consensus (we were at a conservative $11.06). XM reported revenue of
$264MM, directly in-line with $265MM consensus (and our $259M estimate) on the modestly higher ARPU.
Cost Per Gross Addition (or CPGA as XM defines it, which includes all promotional subscribers), or the cost
to acquire a new subscriber, was $103, above our est. of $96 (although in-line with consensus of $103). Net
operating cash flow was $41MM loss (including stock options), directly in-line with our $41M loss and
consensus $44MM loss. While the Company did not modify subscriber, subscription revenue and cash flow
guidance for 2007, it did increase 2007 CPGA guidance (as they define it) to $111-114 (vs. previous ~$108
guidance and our original $106 forecast).


BOTTOM LINE: SAT RADIO DEMAND CONTINUES TO BE WEAK A PROBLEM THAT WILL
NOT BE SOLVED THROUGH AN SIRI/XMSR COMBINATION-- During Q1 overall subscriber
results were again below expectation, XM boosted its CPGA guidance (from ($108) to ($111-$114)) as they
try to refocus on the OEM channel and the OEM conversion rate remained stubbornly at the -50% level
despite aggressive efforts by the company. This was partially offset by in-line ARPU and chum results.
Despite considerable underperformance we continue to be cautious on the sat radio industry based on: I) 5 of
the last 6 quarters below expectations, 2) retail demand continues to be weak a trend that appears to be
spreading into the all important OEM channel, 3) significant merger approval overhang, 4) we believe
synergies (while still material) are likely to be materially lower (we estimate $250M vs. $500M consensus)
and take far longer to realize than the market anticipates and 5) most importantly, the current valuation is still
arguably rich (assuming a merger is not approved, we estimate the current $5B EV implies XMSR will reach
the roughly -20M sub level vs. 7.5M non promotional subs at QI; with merger approval we assume it implies
roughly - 12M.)
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XM Satellite Radio
Quarterly Subscriber Model (Figures in thousands)


Q1 2007A Q2 2007E Q3 2007E Q4 2007E 2067E


WACHOVIA CAPITAL MARKETS, LLC
EQLIITY RESEARCH DEPARTMENT


Satellite Radio Industry Subscribers
Beginning of Period 13,653 14,488 15,238 16,063
End of Period 14,488 15,238 16,063 17,038


% Annual Change 36.9% 31.6% 30.5% 24.8%
×MSR Net Additions 285 300 400 450
Sinus Net Additions 550 450 425 525


Industry Net Additions 835 750 825 975
Growth rate -37.2% -24 9% 13.5% -27.7%


XM sham net adds 34.1% 40.0% 48 5% 46.2%
S=n sham net adds 66% 60% 52% 54%


XM Satellite Radio Subscribers
Beginning of Penod 7,628 7,913 8,213 8,613
End of Period 7,913 8,213 8,6t3 9,063


% Annual Change 21 7% 19.0% 19,9% 18.8%
% Market Sham of Industry Subscnbers 54.6% 53.9% 53.6% 53.2%


Average XMSR Subscnbers 7,771 8,063 8,413 8,838


Gross Additions 868 90t 1,047 1,t32
% Annual Change -13.8% -2.7% 20.6% 6.3%
% Sequenhal Change -18.5% 3.8% 16.2% 8.1%


19.9% 20.9% 27 9% 31.4%
Net Additions 285 300 400 450


% Annual Change -49.9% -24.6% 39,9% 1.7%
% Sequentia! Change -35.6% 5 2% 33.3% 12.5%
% of Industry Net Additions 34.1% 40.0% 48.5% 46.2%


Total disconnects 583 601 647 682
Promotional Plan d~sconnects 200 200 225 240
Promotional Plan % disconnects 36% 35% 40% 40%
Adjusted D~sconnects 383 401 422 442


1 78% 1 80% 1.82% 1.82%
2 50% 2.48% 2 56% 2.57%


Monthly % Churn Rate excl. promotional plan disconnects
Monthly % Chum Rate


Source: Company data and Wachovia Capital Markets, LLC estimates
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XM Satellite Radio


WACHOVIA CAPITAL MARKETS, LLC
EQUITY RESEARCH DEPARTMENT


2C07E


(89 391) (~8340) (107751)    (153
($103) ($109) ($103)
$103
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11%


-44%
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XM Satellite Radio
Annual Subscriber Model (Figures in thousands) For Fiscal Years Ended December 31


2006A 2007E 2008E 2009E 2010~:


WACHOVIA CAPITAL MARKETS, LLC
EQUITY RESEARCH DEPARTMENT


XM Satellite Radio Subscribers
Beginning of Pe nod 5,933 7,628 9,063 10,456 11,468


XM Satelhte Radio Subscribers 7,625 9,063 ’10,456 11~468 12,286
% Annual Change 29% 19% 15% 10% 7%
% Market Sharo of Industry Subscnhers 56% 53% 53% 52% 53%


Average XMSR Subscribers 6.842 8,272 9,759 10,962 11.877


~let Additions 1,696 1,435 1,392 1,013 818
% Annual Change -37% -15% -3% -27% -19%


% of Indust~ Net Add~tmns 39% 42% 49% 51% 55%


.3ross Additions (including Disconnects) 3,866 3,948 4,558 4,643 4,851
% Annual Change -7% 2% 15% 2%
% Sequent=al Change


3ross Additions (Excluding OEM Promotional D=sconnects) 3.029 3,083 3,359 3,264 3,287
% Annual Change -10% 2% 9% -3%


Monthly % Chum Rate excl. promot=onal plan disconnects I 8% 1 8% 1,9% 1 9% 1,9~


Monthly % Chum Rate 2,64% 2 53% 2,70% 2,76% 2 83~


Source Company data and Wachowa Capital Markets. LLC eshmates
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EQUITY RESEARCH DEPARTMENT


XM Satellite Radio
Annual Income Statement Forecast (Dollars In millions, except for per share and per subscriber amounts) For Fllcal years Ended December 31


2006A 2007E 2008E 2009E 2010B
Revenue.


Subscriber Revenue                                                                 $825 629$994.513 $1,248,545 $1,461.929 $1,651,217
Annual gro~,th 62 82% 20 46% 25 54% 17 09% 12 95%


Average Monthly Revenue Per Subscnber -calculated $10 66 $10 02 $10 66 $11 11 $11 59
Annua~ growth 6,86% o0 36% 6 40% 4 25% 4 24%


Activation Revenue 16,193 20 054 17.092 16,261 16 977
Revent~e per gross addition $4.19 $5 08 $3 75 $3,50 $3 50
% of Total Revenue 1 7% 1 8% 1,2% 1,0% 0 9%


Equipment Revenue 21 716 23 277 22,799 23.216 24,253
Revenue per gross addition $5 62 $5 90 $5 00 $5.00 $5.~0
% of Total Revenue 2 3% 2 1% 1 6% 1,4% 1 3%


Net ad sales revenue 35,331 40.508 66,006 91,529 120,131
% Annual Growth 76% 15% 63% 39% 31%


Average Monthly Revenue Per Subscnber $0 43 $0 41 $0 56 $0,70 $5 84
% of Total Revenue 3 8% 3 6% 4 7% 5 6% 6.4%


Royalties and other 34.546 43.279 46 345 52,617 57,611
% Annual Growth 373% 25% 9% 12% 8%


Average Monthly Revenue Per 3ubscdper $0.42 $0 44 $6 40 $0 40 $0.40
% o1 Total Revenue 3 7% 3,9% 3 3% 3 2% 3.0%


Total Revenue 933.416 1,121 635 1A01.277 1,645,543 1,969.590
% Annual Change 67% 20% 25% 17% 14%


Total Average Monthly Revenue Per Subscriber .calcutsted $11,37 $11.30 $11.97 $12,61 $13,12
8 8% -0 6% 5 9% 4.5% 4.9%


Operating Expenses:


Cost Of Revenue


Revenue share and royalties (149.010) (191.452) (230.9til) (263 147) (280.707)
% o1 subscriber revenue 18 0% 19.3% 18.5% 18.0% 17 0%
Customer care and billing (103.533) (126.032) (156,068} (175,432) (191.634)
% of subscriber revenue 12,5% 12 7% t3% 19% 11%
Aven~ M~,hiy Expens~ P~ Cusb~me~ ($1 26) ($127) ($133) ($1 33) ($127)
Cost of equipment (48,949) (54.237) (45.578) (29,020) (24.253)


% of equipment revenue 225% 233% 200% 125% 100%
Ad sales (13,564) (16 241) (23,102) {29,747) (36,039)
% of ad revenue 38% 40% 35% 33% 30%
Satellite and terrestrial (46 370) (49.163) (51,621) (54.202) (56.913)
% annual growth 10% 6% 5% 5% 5%
Broadcast and operations (52.427) (58 684) (71,595) (60,186) (87.403)
% annual g~owth 29% 12% 22% 12% 9%
Programming and content (154 318) (162.154} (266.585) (235.902) (265 965)
% of subscriber revenue 18 7% 18 3% 16 5% 16 1% 16 1%


% annual growth 54% 18% 20% 20% 17%
Total Cost Of Revenue (569,171) (677,963) (785,930) (867.636) (932.754!


Research and development (28 773) (26,758) (29,701) (32,671) (35,2ti5)
% annua~ growth -5% -7% 11% 19% 8%
General and administrative (60,502) (117.768) (100.103) (109.109) (111.415)
% annual gn:~vth 44% 95% -15% 6% 5%


Pre- Marketing Cash Flow 275 972 299 146 491.136 645 752 797,514
% ot totsl revenue 29 6% 26 7% 35 0% 39 2% 42.7%


Marketing
Retention and support (23 142) (29 578) (36 973) (45 107) (54.128)
% annual growth 42% 28% 25% 22% 20%


Per Average Subscriber Per Year $3 38 $3,59 $3 79 $4 11 $4 56
Retentio~’~ Costs h,s A % of Subscriber Revenue 2 8% 3.0% 3 9% 3 1% 3.3%


Subsidies and d~stdbut~on (24t 601 ) (255 851 ) (268 910) (264 663) (261 936)
% annual growth
Advedlsing and marketing (147 639) (161 826) (174 772) (198 754) (203 654)
% a~nua~ growth *10% 10% 8% 8% 8%
Amodlzatlon of GM liability (29 761) (26 543) (26 543} (26 543) (26.543)


Total marketing expenses (442.143) (473.798) (507.197) (525.067) (546,461)


SAC - as calculated
SAC (excluding promotional disconnects) - as calculotad by Wachovla


($70) ($73) ($64) ($58) ($54)
($89) ($93) ($57) ($83) ($50)


CPGA- total $ cost                                                               (416.470)(446.636) (4~6 47t) (459 221) (465 790)
% annual growth -8% 8% 4% -9% 1%


CPGA - as defined by XMSR (excluding retention and support) ($106) ($114) ($102) ($59} ($96)
% Annual Change -1% 5% -10% -3% -3%


CPGA excluding promotional disconnects (as defined by Wachovla) ($138} ($146) ($139) ($141) ($142)
% Annual Change 3% 6% -5% 1% 1%


Stock Compensa0on Expense ($69) ($55) ($55) ($55) ($55)


Operating Cash Flow (234.217) (230.633] (76.6351 53 679 138,294
% Operating Margin -25 1% -20 5% -5 5% 3 8% 10.1%
Imp~irmeot of goodwill
Depreciation aP~i amodlzat~on (168 881) (161 977) (180 157) (178 355) (176 572)


Total operating expenses (1,336 516) (1,478 264) (1,658 0~9) (1,765.220) (1,857 867)


Operating (Loss) Gain (403.099) (412,009) (256.793) (119.673) 11.722
Margin on Total Revenues -43 2% -36 7% -t6 3% o7 3% 0 6%
% Change Year-t~*Year 27% °2% 36% 53% -110%


Source Company data and Waohovla Capital Markets, LLC estimates







XM Satellite Radio Holdings Inc.


XM Satellite Radio
Annual Income Statement (continued) (Dollars in millions, except for per subscriber and per share amounts) For Fiscal Years Ended December 31


2006A 2007E 2008E 2009E 2010E


Operating income (loss) (403.098) (412,009) (256,793} (119,678) 11,722


Other Income (Expense) :
Net ~ntarest expense (99.641 ) (98 381 ) (124 106) (160.973) (136.680)
Other (216 148)


Net income (loss) before income taxes (718 887) (510 390) (380 899) (280 850) (124.957)


prey=stun for deferred raceme taxes 0 014 (2 421) (2 316) (2.316} (2 316)


Net Income (Loss) (718.873) (512 811) (383 215) (282 966) (127.273)


Preferred Stock [~wdends (6.127) (5 788) (7 717) (7,717) (7.717)
Senes B preferred stock reWement gain (loss) (0 755)
Senes C preferred stock retirement gain (loss) (5.938)


Net Income (Loss) attrlbl~table to common shareholders (731.707) (516.178) (388.616) (288.367) (132.674)


Average Diluted Common Shares Outstanding 270 309 319 329 339


Earnings Per Share ($2 71) ($1,67) ($1 22) ($0 88) ($0 39)


Source" Company data and Wachowa Cap=tal Markets. LLC estimates


WACHOVIA CAPITAL MARKETS, LLC
EQUITY RESEARCH DEPARTMENT


XM Satellite Radio
Discounted Cash Flow Valuation (Dollars in millions, except for per share and per subecrlber amounts) For Fiscal Years Ended December 3t


2006A 2007E 2006E 2009E 2010E
Free cash flow                                                                            (567) (400} (161) (34) 141
Interest expense 100 98 124 133 128
Unlevered Free Cash Flow (468) (302) (37} 99 268


YE 2006 PV of UFCF d~scounted at 12% (270) (29) 70 171
YE 2007 PV of UFCF d~scounted at 12% (33) 79 191
Terminal Value @ _x free cash flow 31X I 6.278 I
Ten~lnal Value @ __x operating cash flow 33X


Sum of Free Cash Flow at PV 237
Add" Terminal Value (~% discount rate) 4A69 Imphed terminal subscriber value[ $510 J
Total Value 4.706


Less Eshmated Year End Debt (1.758)
Plus Estimated Year End Cash & Secuntms 275
Estimated option proceeds/convertible debt ehmlnatlon 417
Net Asset Value $3,610


Shares Outstanding (millions)
Common Shares Outstanding 258
Preferred A Shares 5
Preferred B Shares 0
Preferred C Shares 15
10% Convertibles 49
HYD 1 Warrants 3
HYD 2 Warrants 12
Employee Options 15
Fully Diluted Shares outstanding 356


Valuation per share $10.14


Valuation range $14.00
$10,00


Source Company data and Wachowa Cartel Markets. LLC estimates







Media/Cable/Satellite
WACHOVIA CAPITAL MARKETS, LLC


EQUITY RESEARCH DEPARTMENT


Required Disclosures


XM Satellite Radio Holdings Inc. (XMSR) 3-yr. Price Performance


TT ~ "! ’, ] ’ L~ , ,, , I ~


Date Close Price ($) [ Rating Code I Val. Rng. Low I Val. Rng. High
6/15/2004 Wlodarczak


4, 6/15/2004 23.98 2 21.00 24.00
¯ 11/5/2004 33.12 2 24.00 30.00
¯ 7/1412005 35.62 2 29.00 35.00
¯ 91112005 35.25 1 36.00 44.00


¯ 1012812005 28.07 1 33.00 36.00
¯ ¯ 113012006 26.43 2 27.00 30 00
¯ 2/17/2006 21.57 2 24.00 27,00
¯ 4/28/2006 20.28 2 22.00 24.00
¯ 5/25/2006 14.35 2 14.00 16,00
¯ 7/28/2006 12 67 2 11 00 13.00
¯ 11/7/2006 13 49 2 13,00 15.00
¯ 2/26/2007 14.93 2 10,00 14.00


Source’ Wachov~a Cap=tal Markets, LLC estimates and Reuters dala


Symbol Key Rating Code Key
~, Rahng Downgrade ~, Inztzahon, Resumpt=on, Drop or Suspend 1 Outperform SR Suspended


Rating Upgrade = Analyst Change 2 Market Perform NR Not Rated
¯ Valuation Range Change Split Adjustment 3 Underperform NE No Estimate


Additional Information Available Upon Request


I certify that:
1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or issuers discussed;
and
2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by me in this
research report.


¯ Wachovia Capital Markets, LLC maintains a market in the common stock of XM Satellite Radio Holdings Inc.
¯ Wachovia Capital Markets, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in the next


three months from XM Satellite Radio Holdings Inc.


Risks include slower-than-expected subscriber growth and competing terrestrial alternatives.


Wachovia Capital Markets, LLC does not compensate its research analysts based on specific investment banking transactions. WCM’s research
analysts receive compensation that is based upon and impacted by the overall profitability and revenue of the firm, which includes, but is not
limited to investment banking revenue.







XM Satellite Radio Holdings Inc.
WACHOVIA CAPITAL MARKETS, LLC


EQL!ITY RESEARCH DEPARTMENT


STOCK RATING


1 -- Outperform: The stock appears attractively valued, and we believe the stock’s total return will exceed that of the market over the next 12
months. BUY


2 = Market Perform: The stock appears appropriately valued, and we believe the stock’s total return will be in line with the market over the next
12 months. HOLD


3 = Underperform: The stock appears overvalued, and we believe the stock’s total return wil! be below the market over the next 12 months.
SELL


SECTOR RA TING


O = Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.


M = Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.


U = Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.


VOLATILITY RATING


V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 &the past 24 months or if the analyst expects
significant volatility. All IPO stocks are automatically rated volatile w~thin the first 24 months of trading.


As of: April 27, 2007


42% of companies covered by Wachovia Capital Markets, LLC
Equity Research are rated Outperform.


55% of companies covered by Wachovia Capital Markets, LLC
Equity Research are rated Market Perform.


4% of companies covered by Wachovia Capital Markets, LLC
Equity Research are rated Underperform.


Wachovia Capital Markets, LLC has provided investment banking services
for 38% of its Equity Research Outperform-rated companies.


Wachovia Capital Markets, LLC has provided investment banking services
for 32% of its Equity Research Market Perform-rated companies.


Wachovia Capital Markets, LLC has provided investment banking services
for 28% of its Equity Research Underperform-rated companies.


Additional Disclosures For International Clients


For additional disclosure information please go to: www.wachovmresearch.com


The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For certain non-U.S, institutional readers (including readers in the EEA), this report is distributed by
Wachovia Securities International Limited. For the purposes of Section 21 of the U.K. Financial Services and Markets Act 2000,
this report has been approved by Wachovia Securities International Limited. This research is not intended for, and should not be
relied on by, private customers. Please consult your Financial Advisor or the Wachovia Securities office in your area for additional
information. U.S. residents are directed to wachovia.com for investment and related services.


For Wachovia Securities International Limited’s policy for managing conflicts of interest in connection with research, please go to:
~vww.wachov~aresearch,comiconflic~s


Important Information for A ustralian Recipients


Wachovia Capital Markets, LLC ("WCM") is exempt from the requirements to hold an Australian financial services license in
respect of the financial services it provides to wholesale clients in Australia. WCM is a registered broker-dealer registered with the
U.S. Securities and Exchange Commission, and a member of the New York Stock Exchange, the National Association of
Securities Dealers, Inc. and the Securities Investor Protection Corp. WCM is regulated under U.S. laws which differ from
Australian laws. Any offer or documentation provided to you by WCM in the course of providing the financial services will be
prepared in accordance with the laws of the United States and not Australian laws.
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EQLIITY RESEARCH DEPARTMENT


Additional Disclosures
WCM is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the New York Stock
Exchange, the National Association of Securities Dealers, Inc., and the Securities Investor Protection Corp. Wachovia Securities
International Limited is a U.K. incorporated investment firm authorized and regulated by the Financial Services Authority.


This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information. The information in this report has been obtained or derived from
sources believed by Wachovia Capital Markets, LLC, to be reliable, but Wachovia Capital Markets, LLC, does not represent that
this information is accurate or complete. Any opinions or estimates contained in this report represent the judgement of Wachovia
Capital Markets, LLC, at this time, and are subject to change without notice. Wachovia Capital Markets, LLC, and its affiliates
may from time to time provide advice with respect to, acquire, hold, or sell a position in, the securities or instruments named or
described in this report. For the purposes of the U.K. Financial Services Authority’s rules, this report constitutes impartial
investment research. Each of Wachovia Capital Markets, LLC, and Wachovia Securities International Limited is a separate legal
entity and distinct from affiliated banks. Copyright © 2007 Wachovia Capital Markets, LLC.
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TRANSCRIPT SPONSOR


XM Satellite Radio Holdings Inc (XMSR,)
Q1 2007 Earnings Call
April 26, 2007 10:00 am ET


Executives


Joe T~tlebaum - General Counsel
Hugh Panero - CEO, D~rector
Gary Parsons - Chairman
Nate Daws - President and COO


Analysts


Robert Peck - Bear Stearns
James Raquel - Lehman Brothers
David Bank - RBC Capital Markets


Jonathan Jacoby -Banc of America
E~leen Furukawa - C~tigroup
Mark Wienkes - Goldman Sachs
Benjamin Sw~nburne - Morgan Stanley
Craig Moffett - Sanford C Bemstem & Company
Lucas Binder - UBS


Presentation


Operator


Good mormng My name is Russell and I w~ll be your conference operator. At this t~me I would like to welcome everyone to the
F~rst Quarter Results Conference Call. All lines have been placed on mute to prevent any background noise, After the
speakers remarks there w~ll be a question and answer session (Operator Instruct~ons), Thank you


Mr T]tlebaum you may begin your conference


Joe Titlebaum


Hello everyone TNs ~s Joe Titlebaum, General Counsel of XM Satellite Rad=o Before we beg~n our prepared remarks, I would
like to remind everyone that certain informat=on on tNs call may contain forward-looking statements Due to a numbe= of
factors, our actual results may differ materially from those projected in such forward-looking statements


Those factors include future demand for the company’s service, the company’s dependence on technology and tNrd party
vendors. The potential need to increase marketing expenses to meet competition or address changing marketplace conditions.
And the potenfial need for additional financing, as well as other nsks described m XM Satell=te Radio Hold=ngs Inc, Form 10oK
filed with the Securities and Exchange Commission on March I, 2007, and the rule 14-A-12 and 8-K filings more recently
made with the SEC. Copies of these filings are available onhne and upon request from XM Radio’s Investor Relations
department


turn the call over to Hugh Panero, CEO of XM Satellite Radio


Hugh Panero


TRANSCRIPT SPONSOR


Thank you, Joe I would like to welcome all of you to XM’s 2007 first
quarter call. On the call w=th me today are Gary Parsons, Chairman;
Nate Davis, President and Chief Operating Officer, and Joe
Euteneuer. the Chief F~nanc~al Officer


http://media.seekingalpha.corn/article/33658 7/19/2007
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Before I begin my comments on the first quarter, I would just I~ke to
note that the company recently surpassed 8 mill{on subscribers, quite
an acNevement ~n sometNng that many thought was unthinkable
when we started the business a number of years ago. That’s the first
quarter. We are pleased with our overall results,


Do you get frustrated during earnings season?


Have you had trades go south because of bad
earnings dates?


We know what it’s like, We’ve been there. We’re
Wall Street Horizon and we work with some of the
largest firms on Wall Street,


Founded by former Fidelity Investments
executives, we understand the power of trading
on good information and the pain and suffering of
trading otherwise. We obsess about earnings and
economic events calendars so you don’t have to,
Accurate. On time. Guaranteed.


Let us help.


As a qu~ck summery, our OEM growth remained on track and we will
be ramping throughout 2007 and 2008 During the quarter, our OEM
business was further strengthened as we s~gned ’10 year contract
extensions with Toyota and Honda We experienced continued
revenue growth and leveraged our fixed cost


Our chum rate was stable, it’s slightly under 1 8% driven by an overall
improvement In our marketing efforts We experienced incremental
retail share increases in the first quarter of 2007 compared to the
fourth quarter of 2006. Although the overall retail segment =s lower
year-over-year.


In April, we launched our third season of Major League Baseball, our
flagsNp sports property, and we strengthened our college sports
offering adding the South Eastern Conference featuring very large
southern schools to our extensive college sports lineup which
enhances our overall focus on the display sports side.


Get Smart
Get Wall Street Horizon,


View our Free 30-day trial for investmgnt
professionals


To sponsor a Seeking Alpha transcript click


We also prowded our subscribers with enhanced content, extensive
coverage of the Grammy Awards, micro channels and renewal of the
Bob Dylan agreement, and improved customer service all of which
Nate w~ll talk about as welt. In February, we completed the XM-4
satellite sale ]easeback transaction, and we were also pleased to see
the recent d~srnissal of Prejudice of the shareholder lawsuit filed
against us ~n m~d-2006


Wh~le one solid quarter does not make a trend, our first quarter performance reflects the fact that we have moved decisively to


address a number of business challenges and those efforts have begun to yield results


I’ll return before the Q&A to provide everyone with a regulatory update as ~t relates to the pending merger with Sinus, but now I
would like to turn the call over to Nate, who will go through our operatmnal imtiatives and performance in more detail Nate’~


Nate Davis


Thanks, Hugh When we spoke to you on the 2006 tNrd quarter Earnings Call, there were a number of areas that we sa~d we
would address, including, strengthening our OEM relationsNps, improving our retail performance, improving chum and
customer service, using our marketing dollars effic=enfiy, keeping our fixed costs under control, and raising conversion rates.
Our first quarter results demonstrate that our initiatives are beginning to work.


We signed Toyota and Honda to new ten-year factory installation deals as Hugh mentioned, Our monthly NPD data and
reports show that we gained retail share in February and m March, and as Hugh mentioned that chum continues to be stable,
is slightly under 1 8%


Total marketing costs have remained under control and we have not chased the retail share or absolute growth at the expense
of economic The one area where we did not see Improvement Is in our conversion rate, which was shghtly below our
expectations m the first quarter at 51,5%, down slightly, compared to 52.4% in the fourth quarter of 2006


We expect the conversion rate to stay m the low 50% range m the near future. However, like our approach to customer
service, to churn and to the aftermarket, we’ve taken an internal challenge to improve conversion rate,


In the first quarter XM’s OEM performance was strong w~th 522,000 gross additions and 207,000 net add=t*ons In addition to
these ten-year deals w~th Honda and Toyota, we’ve recently announced that we’ve s~gned a certified pre-owned re-markefing
program with Honda, which compliments the deal we signed with Acura in the fourth quarter of 2006


XM will be a standard factory-~nstalled feature on all 2008 Infinlt= models, and the all new Hyundai Veracruz mldsize crossover
vehicle will now have XM as standard factory installed feature. This is in addition to Hyundai’s prewously announced Azera,
Elantra, Santa Fe and Sonata models


And Lexus’ LX 570 will incorporate XM Radio and XM NavTraffic as standard factory Installed feature. This is the second


http://media.seekingalpha.com/article/33658 7/19/2007
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Lexus rollout of XM NavTreffic as a standard feature.


And finally, GM produced Its 5 millionth XM equipped vehicle in January.


Turning to retail, dudng the quarter we saw improvements in our share according to NPD data. That being said, it is important
to point out that this category remains soft year-over-year as Satellite Radio experiences competition from a range of audio
entertainment products.


In the first quarter, we added 331,000 gross additions and 60,000 net additions at retail. We saw noticeable improvement in
our NPD retail share during the first quarter with over 50% share in some weeks in March and overall share of 47% in March.


Next, I would like to spend a minute on the refinement we made last year in our marketing approach, as that approach affects
both retail and OEM.


As an entertainment company we believe our entertainment product connects with listeners on a very personal bas~s. And we
needed to remind people that very special personal connection, both to help existing listeners remember why they should stay
with XM, and also to help potential listeners understand the value of XM.


And while we only completed two quarters using our strategy has started to pay dividend. It all started w=th our new ad
campaign last year to remind people that there are 170 channels that will turn you on. This award winning campaign created
an exciting buzz about XM, and as a result, XM’s unaided brand awareness recently hit an all time high in the first quarter of
2007.


Promoted great radio is fundamental to our business. But we are not merely marketing radios, we are marketing our content.
So you will see few marketing campaigns centered on radio feature. You will see our marketing efforts centered on
programming in order to form that emotional connection I talked about.


You have begun to see this new approach with our presence at the Grsmmy’s and are being totally involved in the opening day
of Major League Baseball. Linking our marketing programs more tightly to specific listeners who enjoy specific content, we
hope to ddve more OEM conversions as well as more retail sales.


One key target of our segmented marketing approach is a d=splaced sports fan. The New York Beth (Pan) who lives in LA, one
of the thousand college alumni who want to follow their own more modest football or basketball programs but can’t


XM satisfies the needs of this displaced sports fan. Major League Baseball has been the most successful example to th~s date.
78% of XM subscribers who are Major League Baseball fans consider themselves to be a displaced fan.


Our Major League Baseball campaign =s our biggest, most innovative and integrated marketing effort to date. Our message of
every team, every game, everywhere is designed to clearly communicate the XM benefit of play-by-play of every Major League
game


We’ve used everything from T.V., online and print-ads to bio-marketing to direct marketing and sweep stakes, all centered on
the value our content brings; not on the device on which you receive the content.
Another example of where we can reach the displaced spods fan is the college sports. During the first quarter we added the
Southeastern Conference to our channel lineup This addition ofthe Southeastern Conference gives us five of the six major
college sports conferences and makes us definitive leader in college sports.


This summer and th~s fall expect to see our marketing programs centered around college sports and mirroring the integrated
campaign you’ve just seen with Major League Baseball.


On XM, you can now hear a wide variety of college sports games from the Southeastern province and the Big East, the PAC-
t0, the ACC and the Big-10. We will leverage college sports content not only to acquire new subscribers, but also to listen to
improve listener satisfaction, and since customer service tell us that 24% of our subscribers would I~ke even more college
sports, we think we’ve hit a home run with the addition of the Southeast Conference.


Our new segmentations based marketing strategy is broader than just targeting this displaced sports fan. For example, we
used XM content headline by artists I~ke Quincy Jones and Snoop Dogg to promote Black History Month, and to market the
African- Americans in February and March.


Our programming also tied us to marketing with low-cost, high-style promotions like a free Beyonce CD, w~th every radio sale
of Circuit City and the Beyonce concert tickets sweepstakes.


Our media plan featured ads on Black Entertainment Television on bet com, and these ads received some of the highest click-
through rate we have ever seen at XM Our Black H~story Month promotion was a cost effective way to reach an ~mportant
segment And you can expect in the coming months to see the same kind of focus on the Hispamc marketplace.
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We are also engaging in deepening our relationships with other existing subscriber groups, through something we call micro
channel.


Can you hold it please for a moment? We are having technical difficulties here.


Okay. We are back I am sorry for the interruption. I’ve talked about these micro-channels and want to expand on that a little
bit. These are channels we launched on a temporaq/basis to celebrate holidays and special events. For example, m
December, we offered Christmas Music Stations and a (Chanukah) music channel. We were surprised and also very pleased
that how many of our subscribers just love these channels.


Dudng the first quarter and celebration of St. Patrick’s Day, we offered XM Green, a channel devoted to Insh music. And in
honor of the opening day of baseball, we created a micro-channel that played hundreds of songs just about baseball.


On the music front, we had extensive coverage of the Gremmy Awards in February, and also s~gned a new multiyear contract
to extend our critically acclaimed Theme Time Radio Hour with Bob Dylan.


And finally, Oprah & Fdends. The Opreh & Friends channel has significantly enhanced the overall XM content offenng. Oprah
& Fdends is extremely popular with women and is now one of the top ten ranked channels in the news and talk category on
our network. The Oprah Channel also provides more advertising revenue than any other channel on the XM I~neup.


Stay tuned, because you will see much more focused programs talking about, talking to specific audiences that seeks specific
great audio entertainment. I believe this marketing approach will continue to pay d~vidends as we expand on the foundation
that we’ve already built.


Now I would like to talk to you about chum in customer service. As good as our content is, it takes a lot more than content to
keep chum in check, and we continue to look for innovative ways to improve our overall ambient customer experience. This is
at the forefront of everything we do.


And in the first quarter, we saw XM self pay churn continue to be at slightly under 1.8%, and although we indicated on the last
quarterly conference call that chum m~ght actually be up in the first quarter, our programs allowed us to decrease churn
slightly.


Customer satisfaction, as measured independently, of one of our major OEM partners shows four consecutive months of
improvement. Now, we can always do more to improve customer TR, but as evidenced from our chum stats and our customer
care stats we’ve achieved strong results. And we are focused on a number of items, both large and small, which taken together
are resulting in s~gnificant better performance in the customer care area.


These efforts go from ~mproving the quality and the timing of our customer madings. The onslte staff has now manage all
customer care centers through our major initiative that is moving more calls on to U.S. based call oenters, and these U S.
based call centers now have the technical skills to handle the more complex issues such as OEM needs, high-end radio
support like the NO and second level technical support We recently opened centers in the Hillsboro, Virginia and Huntington,
West Virg=nia to handle long through calls, and after extensive new training we’ve already begun to migrate calls to these new
centers.


For special groups of customers we have proactive programs For example, in advance of determination of our relationship in
NASCAR, we took a proactive, integrated marketing communications program, geared towards those subscribers who are also
NASCAR fans.


This campaign has been successful to date in reducing potential deactivation, related to NASCAR by highlighting our strong
music content and other XM content related to motor sports. Another way of engaging our existing and potential customer
base is through our website, which we re-launched last fall, if you remember. The majodty of our website users are subscribers
who are getting more and more engaged with XM through the web. They are checking out upcoming content, managing their
account online, extending their XM experience by listening online as well, and our online metrics have improvement
dramatically.


We have more than a 100% increase in the average time spent on the site, a 20% increase ~n the number of people accessing
channel pages for content, and a ’15% increase in ontine activations.


As we move forward in the second quarter, we remained focused on executing against these key priorities and operating our
business as a standalone entity. We intent to build on our successful first quarter performance in the affermarket, continue to
rollout all the OEM partners, and continue to manage chum.


We are going to rollout two new plug-and-play radio by mid summer, and cost effectively simulate the consumer demand and
retail. And we are going to finish the customer care initiative to move more catls onshore.
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But there is a lot more to be done, but we are very, very pleased with our first quarter results, and we can now see that our
new initiatives has been put in place over the last six months are beginning to work. I would like to turn the call over to Joe
now. Joe?


Joe Tltlebaum


Thanks Nate. Good morning everyone. As Hugh and Nate said earlier, we are pleased with our first quarter performance. The
financial highlights of the first quarter were strong revenue growth ddven by subscriber growth and stable ARPU, controlled
fixed costs excluding merger and legal costs.


Strong pre-marketing EBITDA and adjusted operating loss performance, and liquidity enhancement through the satellite sale
lease back transaction.


Total revenues in the first quarter increased 27% to $264 million compared to $208 million in the first quarter of 2006.


Subscription revenue for the quarter increased 26% to $236 million from a $188 million in the first quarter of 2006, The two key
components of our growth in subscription revenue are growth in subscribers, which Nate has already discussed and ARPU.


XM’s subscription ARPU for the first quarter was $10.15, up $0.08 from the first quarter of 2006 including an increase in data
services ARPU along with the decline in the use of mail-~n rebates which are counted against revenue rather than in SEC.


Our subscription margin was 68% in the first quarter. This compares to 67% in the fourth quarter of 2006 and just under 70% in
the first quarter of 2006. As Nate mentioned, and as we previously discussed, one of the ways we will improve customer


satisfaction in 2007 is through onshodng a portion of our customer care. This strategic investment in onshodng care will
however have a slightly negative impact on our subscdpfion margin in 2007.


Fixed cost for the first quarter were $125 million compared to $102 million in the first quarter of 2006.


The year-on-year increase in fixed cost includes approximately $8 million In merger related expenses which consist of legal,
lobbying and financial advisory expenses; approximately $4 million in other legal and regulatory expenses, $4.4 million is
associated with the addition of Oprah & Friends channel and $2 million increase in stock-based compensation.


Our pre-marketing EBITDA in the first quarter of 2007 increased 12% to $56 million from $50 million in the first quarter of 2006.
The year-over-year comparison would have been better without the $8 million in merger expenses just mentioned. This
financial performance is driven by our ability to grow revenue while leveraging our fixed cost base.


Our continuing growth in pre-marketing EBITDA is a solid indicator of our ability to generate positive cash flow overtime and to
attain self-sustainability Just a reminder, we calculate pre-marketing EBITDA by adding back total marketing, excluding
retention and support to adjusted operating losses defined in the financial attachments to the earnings press release.


Total marketing expenses declined 13% in the first quarter of 2007 to $93 million compared to $107 million in the first quarter
of 2006. The year-over-year decline in marketing expenses should be viewed as a trade.off between our continued control of
SAC and CPGA and the rate of gross additions.


F~rst quarter 2007 SAC and CPGA were $65 and $103 respectively compared to the first quarter of 2006 SAC and CPGA of
$59 and $93. First quarter 2007 SAC included $5, which can be attributed to inventory related charges. These charges are
included in the line item on the P&L cost of merchandise.


Other inventory or manufacturing related expenses may be required in coming quarters, as we transition to our newer
products. These additional charges could increase CPGA cost


As Nate mentioned earlier, all of our factory installation OEM partners will increase production of XM enabled vehicles dudng
2007, weighted towards the second half of the year. We incur substantially upfront radio installation costs before recognizing
customers from our new partners as subscribers. As a result, we anticipate an increase in SAC and CPGA during the second
half of 2007. It can take more than six months from production for those cars to move through inventory and trial periods to
becoming self-paying customers.


Remember, that XM has always recorded installation expenses in advance of accounting actual subscribers. Thus, expenses
are a function of how we structured our OEM deals and our strong OEM factory installation growth through 2007 and 2008.
Over the next several quarters, all of our partners are rapidly increasing production of XM enabled vehicles. For example,
Hyundai began factory installahons in the fourth quarter of 2006. We are only now beginning to see our first Hyundai
customers, six months alter the factory installation program was launched.


We anticipate that GM production will increase to $1.8 million, XM installed cars in 2007 with the majority of that production
increasing weighted to the second half of the year. Nissan is expected to begin large scale XM factory installations m the
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second half of 2007.


Finally, beyond its Lexua brand vehicles, Toyota expects to ramp factory installations of the Toyota brand beginning in 2008.
This reflects Toyota’s goal of factory installing t million vehicles with XM equipment in 2010.


Our quarterly adjusted operating loss, formedy referred to as adjusted EBITDA was $27 milhon including $8 million in merger-
related expense, compared to an adjusted operating loss in the first quarter of 2006 of $49 million, an improvement of $22
million or 45%.


XM’e quarterly revenues over the same period grew $56 million. As the sign of our operating leverage, the 27% increase in our
revenue resulted in a 45% reduct]on in our adjusted operating loss.


Our GAAP net loss for the first quarter was a $122 million. Th~s reflects an 18% improvement from the $149 million loss that
we recorded in the first quarter of 2006. The first quarter of 2007 included $8 million in merger related expenses, and $3 mdlion
in de-leveraging charges from the early pay down of mortgages related to the XM-4 sale leaeeback. The first quarter of 2006
loss included $18 million in de-leveraging charges.


We ended the first quarter with $319 mdl~on in cash and fully avadab~lity on our $400 million credit fac~ht~es resulting ~n total
available liquiddy of $719 mdlion We began the quarter with $218 million m cash.


In February we added $244 million net proceeds from the completion of the XM-4 Satellite sale leaseback transaction. The two
major cash expenses in the first quarter were $60 milhon prepayments m Major League Baseball for the enfire 2007 season,
and $90 million in Satellite capital expenditures largely associated with our XM-5 backup Satellite which is still under
construct]on We beheve that the first quarter will be our largest cash usage quarter for the year


We want to reiterate our guidance for 2007 for subscnbers and revenue. Guidance for subscnbers is 9 million to 9.2 million
with higher seasonal growth in the latter part of the year, and subscription revenue should be in the bilhon dollar range,


While we see improved cash flow from operations in 2007, full year positive cash flow from operations will happen in 2008. Our
refined CPGA guidance for 2007 is in the range of a $111 and $114 primarily due to the impact of new OEM factory-installed
volume ramp and the need to continue stimulating the retail distribution channel


Our guidance on 2007 adjusted operating loss is in the range of $170 million and $180 million excluding merger related cost,
which were $8 million in the first quarter and any legal settlement cost There can be no assurance on how the merger
transaction, the regulatory approval process and other related matters will affect this guidance and other aspects of our
business operations. However, we are committed to minimizing the impact of the merger on the operations. Hugh


Hugh Panero


Well, as you can see, we continue to operate XM as very much standalone company, but I like to spend a few moments to go
over the regulatory process and update it as it relates to our pending merger w~th Sidus.


We filed our Hart-Scott Rodino applicafion with the Department of Justice on March 12. On Apdl t2th we received a second
request for additional informalJon from the Justice Department which was expected. We filed our merger application w~th the
SEC on March 20th, and we anticipate that the Commission will issue a public notice in the near future that sets a schedule to
comment on the merger. Once the Commission issues a public notice, it will tdgger a comment pedod followed by a reply
period. Four congressional heanngs on the merger have been completed; numerous news papers have published editorials
including a featured editorial in the Wall Street Journal which is very positive this weekend noting the NAB’s tenth cycle
competition and prevent the creation of a strong combined company.


We continue to believe that we’ll also probably receive the necessary approvals to proceed with the merger, and that It will be a
big win for both consumers and shareholders. We also need to emphasize that even without a merger XM is well positioned to


be a strong and enduring leader in the audio entertainment category.


Just to summarize, the first quarter and closing before our Q&A is that year-over-year we experienced strong revenue growth.
Our losses narrowed Dudng the quarter, we improved our retail performance, experienced strong OEM gross additions,
extended our d=strlbut=on agreements with Toyota, Honda, enhanced our customer service, maintained our churn rate at
approximately 1.8% for the third consecutive quarter, and strengthened key financial metdcs of our business and th~s ~s a
result of many initiatives that we put in place over the last several quarters


I would now like open up the call for questions and answers.


Question-and-Answer Session


Operator
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(Operator Instructions). Your first question comes from the line of Robert Peck.


Robert Peck - Bear Stearns


Hi everybody. I just want to dig a little further on some of the conversion rates stuff. First of ell, could you talk about a little b~t
more on what’s actually driving the dip in the conversion rate, and sort of what poilion of it is a function of just further
penetration in models in cars across the venous lines? And when do you sort of sea that stabilizing? And maybe Joe you could


sort of address the last part of this queshon, which is, what level can this sort of trend to you over time; how far can it dip down
and still have ×M fully funded’~


Nate Davis


This is Nate Davis speaking. Hi, Robert. First of all conversion rates, as we talked about we think it will stay in slightly above
50% range, and I think we have to keep in mind that the changes here, the fluctuations we’ve seen have been between 52.5
and 51.5 or 53 or so and 52. So we are not seeing a dramatic dip; we are not happy with the number going down, rather it’ll go
up. But remember that we are not seeing a 10 point drop here. We’re just seeing a couple of point fluctuation.


We do have a number of programs that we focus on. S=nca this is primanly GM and Honda, we have some dealer level
incentives and improvement programs that we feel are with the dealers. GM end Honda have agreed to do some promotions
with us, and we think that overtime these promotions w=ll all make a d~fferenca.


We can’t predict they will impact us in the next 30 or 60 or 90 days, but we do think overtime these will start to make a
difference. So I don’t think we’ve seen a dramatic drop, but I think what we are really seeing here is the fluctuation; when do
we think the penetration levels, how will that impact it?


First of all Hyundai is a manufacturer that is most aggressive in getting it in all of the cars. They’ve been very, very cooperative
with us in working on it, and some of the early data we’ve seen says that that it’s not going to -- we’re not going to see a drop in
what we call post-trial retention just based on the penetration levels


So I think that we’ll be able to keep this stable as we’ve said. Joe?


Joe Titlebaum


And Rob, in regards to your last question, remember you are talking about the universe of cars on trial is roughly a half a
milhon, So, therefore, one percentage point is only about 5,000 cars. So, we clearly have plenty of room on the liquidity
standpoint in regals to any negative impact and with regards to conversion rate.


Robert Pack - Bear Stearns


A quick follow-up here, historically you’ve manhoned the 2010 guidance of high-teens sort of subscribers. Do you still ho~d to
that now or you’ve adjusted that number downward somewhat?


Nate Davis


No, we still hold to it,


Robert Peck - Bear Stearns


Thanks guys.


Operator


Your next question comes from the line of Vijay Jeyant


James Raquel - Lehman Brothers


Hi, ~t’s James Raquel for Vijay. Good morning. I wanted to touch on two topics, first of ell, on the used car re-marketing
program. Can you give some color around this particularly e~ther incentwes for the sales people who sell new cars, and the
preliminary idea whet conversion rate for those cars run versus non-used car re-marketing program, used cars and what stock
looks like? And secondly on the family plan, you are up to about 23% of subs on the family plan. Is there a point where you
would like to see that cap out? Have you considered raising or closing the gap between the family plan and the proprietor
package? Thank you


Nate Davis
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Well, first on the remarketlng program. There are no incentives for the individual sales people, but there are intensives for each
car manufacturer. Obviously, as the relationship goes, they get some benefit from this cargo, even we signed up for XM
services as well. So they are intended to make their customers satisfied and also some economics in it to have these cars re-
marketed. So, we are getting a lot of support from GM - I am sorry, from GM and from Honda and companies to do the re-
marketing efforts.


So I think that the economics thing is not what’s driwng in and as much as the fact that satisfaction that their customers get
knowing they have these options. That’s really what’s ddving the effort. You ask a lot of questions there at once and so -- I
heard the one clearly about remarketing both the second hand -


Hugh Panero


I think the family plan, actually Joe, you can address it, but the family plan, we think, is a very attractive component of our
service that actually demonstrates that when people get the service they want to extend it into deeper into their life’s and their
car, and we are very pleased with where the rate is right now with the family plan, and we hope to hold it there. And if we
actually get more subscnbers to it we th~nk that’s fine, and then also it adds to our ability to deliver more listeners as part of our
advertising business as well.


Gary Parsons


One addition, and this is Gary, one additional piece that just is an interesting side light on the family plan subscriptions, as
every analyst has noted this is becoming increasingly an GEM cantric driven model, but one interesting highlight of that is
every time you get an GEM Radio that cannot be moved outside of that car, if you have a happy subscriber then they are
actually looking to use it in other locations and that does tend to drive some second subscription family plan effort whereas if
its an aftermarket subscriber that may buy a plug-and-play radio they can solve some of that need by moving the radio
between the home or car or office So, you know, I think it’s a positive aspect to it as well to.


Nate Davis


And so, it will all be just a little bit to that, thin is Nate speaking. One last thing is the reversal of what Gary talked about, which
is those people let it experience the service your aftermarket, once they buy a new car what we are finding is that when they
buy a new car the conversion rate for those customers ~s very high because they have experienced ~t sort of So, we think the
channel is trying a great thing James did we answer all three of your questions?


James Raquel - Lehman Brothers


I was iust wondering if you have an idea on conversion rate or any preliminary idea on conversion rate for the used car re-
marketing program and what the rate is for cars that don’t go through such a program?


Nate Davis


It’s very early in the program yet, so we really don’t have any stats that we can report.


James Raquel - Lehman Brothers


All right. Thank you.


Operator


Your next question comes from the line of David Bank.


David Bank - RBC Capital Markets


Thanks. Good morning. Two questions for you, the first one is about, I think two conference calls ago, you guys talked about
how, when you started ramping the new GEMs versus from early GM and Honda, that you are going to separate your
promotional bucket into two. Those GEMs that were subsidizing the subscriptions to generally to kind of 666 or some odd
number per month, and those that were being wholly subsidized by XM. So, and that you would dmclose in the press release
or disclose somewhere, while they were not paying subscribers what the number of GEMs ads from that category is, so I
guess looking for a kind of a follow-up on that, and can you give us a sense of what the gross ads were from Hyundai and from
Toyota and N~ssan, who are, I’m assuming are in that bucket?


The second question is can you give us a sense of with respect to your content contracts, the long-term contracts including


both the big personalities and then on the sport side, do any of those contracts have changed your control provisions that
would impact potentially the pricing of the contracts in the event of a merger? Thanks.
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Nate Davis


Hi, David, this is Nate speaking. I’ll let the other guy address the contracts, but let me first address this question about
reporting. As you know, we don’t breakout subscribers down below the OEM versus retail level for a number of reasons,
probably the biggest reason being competitive. Each of the car manufacturers would ask us to keep a lot of that information
confidential, so we don’t break that out.


What we w~ll do ~s, over time, we’ll be looking at the difference in conversion rates, because some people are on a bill pay trial
and some are not. So we’ll look over time at that reporting, but we are not prepared at this time to split out the number of
subscribers we get from new car manufacturers versus GM and Honda. That’s the level of detail we’ve promised we will not yet
do, though.


Gary Parsons


Hey, and David also just to make sure because; this is Gary. It wasn’t clear to me from your question that there may not have
been a misinterpretation relative to promotional subscribers. The only promotional subscribers that ever appear in our
numbers, I mean the only, but there is only one promotional subscriber.


David Bank - RBC Capital Markets


Right.


Gary Parsons


And those are the ones that come where we are paid for the subscription by the car company and experience It that way. So
when we - there isn’t a separate bucket that we have there, we don’t even show those to the subscribers until all premotional
subscribers at all if they are coming from N~ssan or Toyota, Hyundai or someone else.


David Bank - RBC Capital Markets


Understood.


Gary Parsons


Till they actually become a self-paying customers. What we did indicate is that, once we’ve gotten some number of quarters of
actual experience under our belt with some of those, then we will try to give some ind~cafive indication as Nate was first
indicating, say from Hyundai thus far, that it’s been fairly positive. Some indication as to where those companies that aren’t
reported as promotional subscribers, how they are doing with post trial retention as well? Does that clarify it for you?


David Bank - RBC Capital Markets


Yes, that’s what for two reasons Gary - the reason of, two reasons are sort of hone down on ~t. The first is, yes, they are
definitely not being counted as revenue generating subs, but for modeling purposes they are being counted as sort of the cost
of the gross ad, right without the revenue. So, and the second reason is, we are just trying to get a sense of what the
acceleration is in those newer -- in those newer OEM business. But yes, I think I am *- that’s understood you are not, I
misspoke, I don’t’ think anybody on the street interprets those autos that are not generating revenue as actual subscribers. I
appreciate the clarification.


Gary Parsons


And since they come in only once they become self-paying subscdbere and there is this six-month lag or so from the
manufacturer of the car to actually becoming a self-pay subscriber, it’s still going to be a couple of more quarters or so before
you are going to start seeing the growth rate ramped that w~ll occur there. The positive development of that obviously is that
that gross addition continues In the net addition because, in fact, they’ve already gone through their post-trial retention.


David Bank - RBC Capital Markets


Okay,


Gary Parsons


Hugh, do you have guidance on that?


Hugh Panero
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I think the last thing was a programming question9


David Bank - RBC Capital Markets


Right.


Hugh Panero


We’re -- we don’t have any like automatic triggers or payments in our deals to in case of a merger or extending the contract.
Clearly we have to enter into a dialogue with some programmers with regards to carrying the content on another platform or,
for example, Sidus carrying on all platform, which I think everybody is kind of cleady articulated.


We think it’s a very positive thtng for many of these content providers to do, because they basically, for example, we would get


an opportunity to extend their products across the much larger base, and cleady have the help of the Satellite Radio business
to use as another distribution mechanism for their valuable content.


So we are working through all those issues new.


David Bank - RBC Capital Markets


Okay. Thanks, guys.


Operator


Your next question comes from the line of Jonathan Jacoby


Jonathan Jacoby - Banc of America


Good morning. Most of my questions have already been asked, but clearly you have slowed down the fallout of new retail
products. It sounds like even more so perhaps was portable, ~f you would have gone back a year ago the company was really
excited, sort of felt that they were able to compete versus a lot of the audio entertainment option in the portable market. So, I
guess my question is the slowdown, is this merger related? Is it post FM - sort of re- modification that you guys do. Or is it sort


of a reversal of strategy in the retail channel a little bit? Thanks.


Joe Titlebaum


Hi, Jonathan The answer to your question is no, its not merger related. We go through a product development cycle, and in
the late 2005 or early 2006 period we had a significant effort going into the development of portable product But, at the same
time, we lost some energy around plug-and-play, and we needed to reinforce our efforts in those areas. So, the reason you
haven’t seen a lot of new - we have a portable market product is because we’ve been spending some time, number one,
moving to the inventories we’ve got, we’ve got a lot out there espeQally with the SEC issues that happen. So we needed to
move through that We’ve got some new products coming out in the mid-term of this timeframe. So we couldn’t put, with so
many products out at one time. We are not really chasing growth in the retail segment as well, and no wonder we had to put


more of our dollars, promotional dollars, marketing dollars, product development dollars in the OEM sector. We haven’t put as
much as in the retail sector. So, we could have put more money in that area, but we really wanted to drive it rote OEM,
because OEM was growing so much. And those are really the reasens why you haven’t seen a lot of new variable products.


Jonathan Jacoby - Banc of America


Thank you.


Joe Titlebaum


Welcome.


Operator


Your next question comes from the I~ne of Eileen Furukawa


Eileen Furukawa - Cltlgroup


Hi. Thanks for taking the question Most of my questions also answered, but I have one quick question, which is, you talked
about your negotiation m your new 10-year contracts with Toyota and Honda. I am just wondering, in your conversation with
them did you get a better sense of why they continued to want us kind of go, especially Toyota, on a slower ramp up then their
peers? And did you get a sense that they would consider moving to a more meaningful penetration like other competitors? And
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just also you mentioned this independent study by a major OEM partner that shows customer satisfaction improving, was there


any other data point in that study that we would find interesting9 Thanks.


Nate Davis


I will start with the last question first on the study buy one of our OEM partners We are not at liberty to d~sclose the full study,
but I don’t think -- I think the rest of the study would be sort of uninteresting. The most important part of it was just seeing that
customers believe that when they call in our current care centers they were getting their questions answered faster, they
understood the process of getting converted better. So, I don’t think there is anything else really of material information in the
study that will impact you. So, that answers that question, you want to answer?


Gary Parsons


May be on the Toyota rollout or the overall Toyota initiative, I mean, if you watch Toyota’s success in the market place it’s hard
to criticize what decisions they have made and how they like to move. They tend to do things in a very high quality manner, but
they do it very strongly once they begin moving. Their own internal decision was they had about a three year rollout process to
categorically go through their brands to reach full t~ght penetrations more in the ’08- ’09 type of a fimeframe. And they are
executing upon that, and they are executing upon it in a pretty high quality manner. Lexus was the first element of ~nitmt~on this


year moving into the Toyota brands next year, and then going full scale in ’09 and ’10 standpoint. We are very pleased with it,
and certainly it may take a three-year cycle to get to a penetrahon level that Hyundai, or somebody else may get to in a two-
year cycle; but different companies move at different paces.


Hugh Panero


I think if you look at General Motors, and they have moved out with Cadillac, if you look at Honda, and they move out with
Acura, and then more recently Nissan has committed that they are moving a 100% on Infiniti, you are sure to see where
Toyota goes. And it is pretty obvious which direction they’ll go in terms of using Lexus as the division there. But, I think Gary
has already said in terms of their speed of operation, I think they are really just focused on doing things their own way. But the
other car manufacturers, I would mention that Nissan and Hyundai, and what we did learn from them is that some car
manufactures like to trial their stuff first and then move out others, sort of want to go out at one time. Hyundai, as well Infimti,
clearly have been a more aggressive set. I think Toyota just have a different philosophy, and I think they can speak on that
better than we can.


Eileen Furukawa - CltJgroup


Okay Thank you very much.


Operator


Your next question comes from the line of Mark Wienkes.


Mark Wienkes - Goldman Sachs


Good day, good morning. There has been some noise mainly from some of the WCF coalition concerning the repeated
network, I just wondered if you could g~ve us an update on the current situation in light of the planned build out of that spectrum
and any potential interference either way, and how your coverage footprint might look like once that is build out.


Gary Parsons


First, I would say that there have been noises about the repeater network from the WCF to sub-parties for a over a decade.
And, in fact, there has been a long standing area where we went ahead and budt out our network and put it ~nto commercial
operation. And virtually a decade after receiving their licenses, there really are no operating commercial networks on that front
in the WCF. Some people would say that’s warehousing spectrum, looking for better opportunities, we’ll see. But we are
working closely with the WCS carriers and trying to do the necessary testing to ensure that, we clearly understand and believe
that our network is not any interference to them. I think that you will find that, that certainly has been the case historically. The
network that we built is significantly smaller and significantly less powerful than the network that had been authorized by the
FCC


So, I don’t think you are going to see strong interference issues from that standpoint. And while the WCS cerr~ers made a
desire to have some greater flexibility, and the restrichons that they have in their own band emissions and power levels, we
certainly would only come to a consensus for something that would protect our customer base from undue interference. It’s just
a fairly slow process, unfortunately


Mark Wlenkes - Goldman Sachs
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Okay. Thanks. And just one quick follow-up on the family plan subscriber talk from earlier. When you think about the merged
entity, can you give me a thought of how you handled tiered pdcing for planning plan subs?


Gary Parsons


Yeah. We had given it some thought, and I think the best thing to do at this point is to realize that we are going through a lot of
conversations with FCC, DOJ etcetera. It’s really not appropriate to try to negotiate in public like that. So, that’s something we
will talk about within as the time comes. But its really not something we should be opening up discussions on in this call. I am
sorry but, I think, is just the right approach.


Mark Wtenkes - Goldman Sachs


Thank you very much.


Operator


Your next quest=on comes from the line of Benjamin Swinbume.


Benjamln 8wlnburna - Morgan Stanley


Hey guys, thanks for call, and thanks for taking the question. A couple of them, first, I think you guys have talked in the past
about talking with the OEM partners about including the monthly fee for Satellite Radio as part of the lease plan, which I think
would help your overall stats. Any updates on that at all, and any interest may be from some of the new partners I~ke the


Toyota in that marketing approach?


Nate Davis


Maybe the best way for me to describe th~s is to use history. There was a point in hme when people asked us sort of in every
call, are you making any progress with Toyota? Are they going to extend the agreement? Are they going to extend the


agreement? We kept saying it’s worked on, we think it’s a good partnership, eventually it will happen


I think this is the same story We are making progress, I happen to know where we are, but when you are in the middle of
negotiation you can’t announce where we are. But I can tell you that, yes, we have got it, we have interest level. We have
interest from more than more than one manufacturer, and when we get a final agreement signed we’ll announce it, I can just -
for credibility purpose I would just say it’s the same way with as we did with the Toyota long-term agreement. These are things
we really are having conversations about, and I think you’ll see announcements in the near future.


Benjamin Swlnburne - Morgan Stanley


Great. And a follow-up question more on the financial side. It looks like, Joe, if you pull out the secudtization of the satellite t
think you burnt roughly $150 million in cash in the first quarter, and you said that will moderate through the rest of the year
because of the CapEx and the pre-pay on baseball.


Are you - do you think you are going to end the year without halving into the debt facilities that you have in place or is that
something you likely do given the working cap trend?


Joe Tltlebaum


It really depends on the working capital trends. I mean the realities are it’s our goal never to catch the revolver ~f there is just
standby liquidity, but obviously the prepayment from subscribers is a kay portion of the short-term liquidity. So we just need to
watch it as we go through the year.


Benjamin 8wlnburne - Morgan Stanley                                             ’


Does the shift in gross ads away from retail to OEM part of your pre-pay?


Joe Tltlebaum


No. Not at all,


Nate Davis


No.


Benjamin Swinburne - Morgan Stanley
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Thank you.


Operator


Your next question co~’nes from the line of Craig Moffett


Craig Moffett - Banford C. Bernstein & Company


Yes. It’s kind of step back a httle bit from your subscriber guidance. You’ve obviously brought it way down over the last couple
of years. As you, kind of zoom out a little bit from your cost structure, can you talk about, Nate how you think about dght sizing
the cost structure? What you can do beyond just kind of trimming marketing expenses and that sort of thing that can more
dramatically change the cost structure to reflect the new subscriber reality of the business?


Nate Davis


Well, we can talk a little bit about that I think the number one thing that is probably the most dramatic is, and I wanted to be
very careful about the way I say th~s. If the sh~ft of expenses from the retail to OEM, and that happens in a lot of ways and in a
lot of places from the amount of advertising we do, to the amount of subsidies we do, all of that the product development
dollars that we spend, all of that is money that shifts toward OEM as we get more subscribers from OEM, to get a better return
in there.


Now, at least I want to be very careful about what I say is because, I don’t want you to get an impression that we are going to
abandon the retail market We will not allow ourselves to be in a position where the retail share drops too much. We want to
have a balance here between maintaining retail, but shifting more dollars over. And I think, that sh~ft changes the cost structure
of the company because more costs are directly associated with bdnging on high volume of subscribers. So that’s probably the
biggest shift that we will do. The other shift will happen probably in the area of programming cost, and the way that shift works
is that, we are not doing any major new programming magician. And I think that allow us to keep those costs flat while we grow
revenue and that also increases the margins. I think Joe talked about in h~s script.


Gary Parsons


And Craig, the final thing on that, obviously is you quickly recognize that one of the largest flexible types of expenses is how
much you spend to acquire new customers on that growth path. So when Nate earlier noted we are very pleased with the
progress we’ve been making both at retail share and certainly with the OEM ramp, but we are being careful about the dollars
that you spend to do it, I mean, not chasing that growth or chasing that share is the best strategy for sustaining a positive
financial future.


Craig Moffett - Sanford C. Bernstein & Company


But Gary, I mean I understand, but the margin of return on new subsonbera is still terrific because the operating leverage is so
high. The issue ~s the six plus - is the large relative to change in fiber trajectory. I guess, what I’m really wondering how much
of the fixed cost are really flexible over the long term, and what can be done about them?


Gary Parsons


Yeah, you are correct in noting the fixed cost base that obviously that’s the point that you have to get by, because let’s face it,
we are in the high 60s to 70% subscription margin on that, and that’s a very positive increment for each additional one, but you
have to calculate where are you going to be best through? What channel are you most effective at getting those customers
and getting those customers that will stay for an extensive period at a low chum rate, clearly the rest of the fixed cost structure
will just work on an ongoing management basis. Joe?


Joe TItlebaum


I think I would just like to -- I think we have t~me for one more question.


Operator


Your last question comes from the line of Lucas Binder


Lucas Binder - UBS


Hi, guys. Thank you very much. I’ll just be quick with two quick ones, you mentioned earlier on the call about some of the
products going through inventory and w=th some of your older products, should we expect to see some promotions with
Father’s Day and graduation coming up in the second quarter, which will help more and get nd of some of the older products,
and maybe move rote some new equipments in the second quarter and then one very quick follow-up.
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Gary Parsons


The answer ~s yes You w~ll see promotions in that area, and I would comment that there are two other major groups of
partners we have. when ~t comes to moving retail radios, and that’s the retail stores themselves, as well as, the d~stnbutors
And we all three have an Incentive to move as much product as we can So that becomes a joint agreement there to figure out
who’s going to fund what kind of promotions. So, when you see promotions come about, I just remind you that those
promotions are not all coming out of the pocket of XM Sometimes retailers have dec~ded on their own to promote products,
sometimes distributors have decided to promote products, and you w~ll see that happen m the Father’s Day per~od,


Lucas Binder - UBS


Great. And then the only -- a quick follow-up for Nate. You mentioned efforts to ~mprove the conversion rate, I know tNs has
been discussed a lot, but can you talk about, has there been any changes m how you are working w~th your partners to
actually build and move forward and start to see ~mprovements m those conversion rates?


Nate Davis


Yes, well just. the one th~ng I mentioned before but I probably d~dn’t stress strongly enough, is that we have a brand new
dealer mcentwe program that we are very optimistic that d w~ll make a pretty b~g d=fference W=th the partners, we have s~gned
up for the first t~me, and that process has really worked well We’ve also had some new agreements w~th them on calling out,
we have some restrictions on our ability to call customers, we had some restrictions on ability to contact customers that they
have recently relaxed =n the last few months, That has allowed us to call people more aggressively


And then lastly, we have had some support from GM GM has a program as to [one star] that has several m~llions, I can’t g~ve
you the exact numbers, but several million subscribers that allows them to email out the status of the car, and they have put
some enhancements to that program that allows us to help with conversions as well. So between th=s dealer incentive
program, which is the one we are most excded about, the email program as well as the 80-day telephone call we can now
make to everybody, we are antmipating that we should be able to make a difference. But all of these things are not being some
causes to change our short-term expectations for conversion rate These are things that we are going to work out over time.


Joe Titlebaum


So in closing I would lust hke to say that the management team here, we are pleased with the quarter’s results Obwously
many of the things that we are talking about in terms of how we performed in feted or chums and other areas are not things
that happen overnight We have been work=ng on these things for a number of quarters They are starting to come into fruition
We clearly wdl face other compet=t~ve challenges going forward, but we are very focused on managing the bus~ness to give
good financial results at the end of the year, and we are very pleased with having surpassed 8 m~lhon subscnbers, wNch I
think is a great achievement and a tdbute to the kind of product that we offer.


So w~th that we thank you very much for part~cipafing on the call, and we look forward to heanng from you in the future,


Operator


Th=s concludes today’s conference call You may now d~sconnect.


TRANSCRIPT SPONSOR


Do you get frustrated during earnings season?


Have you had trades go south because of bad earnings dates?


We know what it’s like. We’ve been there. We’re Wall Street Horizon and we work with some of the


http://media.seekingalpha.com/article/33658 7/19/2007







XM Satellite Radio Q 1 2007 Eamings Call Transcript - Seeking Alpha Page 15 of 15
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Presentation


Operator


At this time I would like to welcome everyone to XM Satellite’s fourth quarter and full year earnings results conference call.
(Operator Instructions) I will now turn the conference over to Mr. Joe Titlebaum, XM’s General Counsel. Sir, you may begin.


Joe Tittebaum


Good morning. This is Joe Titlebaum, General Counsel of XM Satellite Radio. Before we begin our prepared remarks, I would
I~ke to rem~nd everyone that certain information on this call may contain forward-looking statements. Due to a number of
factors, our actual results may differ matermlly from those projected in such forward-looking statements.


Those factors include: future demand for the company’s service, the company’s dependence on technology and third party
vendors, and the potentml need for additional financing as well as other risks described in XM Satellite Radio’s Holdings Inc.
Form 10-K filed with the SEC on March 3, 2006 and the rules 14-A-12 and 8-K filings recently made with the SEC. Copies of
these filings are available online and upon request from XM Radio’s Investor Relations department.


I will now turn the call over to Hugh Panero, Chief Executive Officer of XM Satellite Radio.


TRANSCRIPT SPONSOR
Hugh Panero


Thank you for joining us on our fourth quarter and full year 2006
conference call. On the call with me today are Gary Parsons,
Chairman; Nate Davis, President and Chief Operating O~cer; J~
Euteneuer, our Chief Financial Officer, and Joe Titlebaum who you
just heard from.
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What if there was a way to promote your
company to a perfectly targeted group of
potential customers, partners, acquirers and
investors? What if you could tailor your pitch to
them at the moment of maximum interest? And
what if you could do this for a no-brainer price?


This is exactly what Seeking Alpha Is offering
with transcript sponsorships.


Seven types of companies are sponsoring
earnings transcripts on Seeking Alpha:


t. Company sponsors its own earnings call
transcript


2. Company sponsors partner’s transcript
~e..xam.pt.e).


3. Company sponsors competitor’s transcript
(,~ .x_a_~pLe).


4. Issuer-sponsored research firm sponsors


client’s transcript ( .e.x..a..m.pI.e~.


5. Investment newsletter sponsors transcripts of
successful stock picks (.e.x,.a,..m..p!..e,).


6, IR firm sponsors transcript of micro-cap
company (e.,xa..m.pI.e,).


7. Consulting company sponsors company’s


transcript in sector of interest ~e..x.a..m. p!e,).


As all of you know, or should know, last week the satellite radio
industry took a major evolutionary step when we announced that XM
would merge w~th Sinus ~n a $13 b~llion merger of equals. Under our
agreement, our companies will become the nation’s premier provider
of audio entertainment. The combined company will be able to offer
more value to consumers by creating an even greater portfolio of
programming choices and technological innovation. The merger will
also create a combination with the long-term financial strength to
compete more effectively against the many existing and emerging
competitors. We are now working to secure the necessary regulatory
approval to complete the merger which we expect to be accomplished
by the end of the year.


However, as we indicated last week, XM and Sidus today are
continuing to operate as separate businesses and we w=ll do so until
the merger is finished. I want to emphasize that we are running XM as
if there is no merger and we will provide our customers with as great
service today as we have in the past. No consumer will have an
obsolete radio whether they signed up for service a year ago or sign
up today or tomorrow.


So with that ~n mind, today’s call is focused on XM and our financials
for the full year 2006 and the fourth quarter. We see four key ddvers
to our bus~ness:


First, in 2006 in the automotive segment, we added more net new
customers through our automotive partners than at retail. XM’s
automotive or OEM performance is the cornerstone of our long term
growth strategy, the big impact of which will be in 2008 and beyond.
Our recent OEM contract extensions with Toyota and Honda through
20t7 and 2016 respectively -- which Nate will discuss later - only


adds to the momentum ~n the new car market where we have
exclusive factory-installed relationships with carmakers that represent
60% of the car industry.


Your company’s name and promotion could Second, our next-gen satellite infrastructure is now fully operational.
have been on this transcrlptl .Le.arn mor_e or In October, we launched XM4 and placed it into service in December.
e.ma!l Z,a.c,k..M. l!!e.~ for details. Combined with the successful deployment of XM3 in eady 2005, XM


now has a solid foundation to deliver a full complement of digital


broadcast to the XM nation for at least the next 15 years.


Third, our core programming line-up is in place and our powerful offedng of commercial-free music, sports, news and lifestyle
content has a strong following among key emerging audiences. At the same time, we continue to broaden our platform to
include a wide range of data services including traffic and weather and navigation.


Lastly, and most importantly for 2006, our financial metrics are headed in the right direction. We increased revenues year over
year by two-thirds and our marketing costs declined.


XM faced a number of challenges dudng 2006 and while disappointed with our retail performance, we are encouraged by our
progress In the OEM sector and we wdl sbmulate the retail market ~n 2007, which will remain soft over the year. Overall, XM
delivered solid financial results, demonstrating the fundamental strength of our business model.


On our last call, we laid out an operational plan that we are confident w~ll position us to fully capitalize on our strength. Here to
give you a progress report on the plan, as well as a more comprehensive review of the fourth quarter and the year, is our
President and Chief Operating Officer, Nate Davis.


Nate Davis


Thank you, Hugh. While we are all excited about the merger, we still have a business to run and a responsibihty to deliver the
strongest financial results we can. My comments will focus on operations and results and will touch upon the merger only to
the extent that it impacts operations in 2007.


In the fourth quarter of 2006, XM had over 1 million gross additions which created 443,000 net additions. For the full year, XM
added 3.8 million gross additions leading to nearly I 7 million net additions, We ended the year with 7.63 million subscribers.
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Although we did not reach our year end subscriber target, our numbers on subscriber growth were, to a certain extent, a matter
of the right financml and economic choices based on past lessons learned.


In the fourth quarter of 2005, low cost radios were expected to lead directly to strong net subscriber additions. But instead, we
sold many highly subsidized radios that did not turn to subscriptions, because subscription commitments were not required.
Well in the fourth quarter of 2006, radios were d~scounted significantly only if the customer activated, and the largest discounts


were tied to service commitments. While those actions reduced the overall net number of radios sold, a higher percentage of
our radios turned into subscribers, and in turn the resulting economics were more favorable, Ill talk about those financials in a
minute.


Overall, we had good subscriber growth at a reasonable cost. XM grew total revenues 45% from $177 mdlion in the fourth
quarter of ’05 to $257 million in the fourth quarter of ’06. For the first time ever, XM exceeded the $1 billion revenue mark on an
annuahzed basis.


We also reduced our adjusted EBITDA loss for the quarter dramatically, from $173 million in the fourth quarter of ’05, dawn to
only $70 million in the fourth quarter of ’06. We’re very proud of this $100 million improvement. We generated $42 million of
positive cash flow from operations in the fourth quarter, fulfilling another one of our key financial goals for 2006.


We were able to meet or exceed our cash flow and adjusted EBITDA target because we exercised discipline on fixed and on
marketing costs in the fourth quarter. Fixed expenses grew at only half the rate of revenues in the fourth quarter of ’06
compared to fourth quarter of ’05. Revenues grew 45%, while fixed expenses, excluding stock-based compensation, grew only
20%. Likewise, our total and our per unit marketing spend fell in the fourth quarter of ’06 compared to fourth quarter of ’05


Even as we launched our new On advertising campaign, totaling marketing costs dropped 28% from $196 million in the fourth
quarter of ’05 to $142 million in the fourth quarter of ’06. Fourth quarter of ’05 to fourth quarter ’06, our subscriber acquisition
costs per subscriber declined from $89 to $70. In the same period, CPGA declined from $141 to $128.


In addition to our solid financial showing, the most significant development has been the emergence of OEM as a key growth
driver for both XM and, we think, for the industry as a whole. XM has placed a strong emphasis on this segment having
established strategic partnerships with automobile manufacturers including GM, Honda, Toyota, Nissan, Hyundai and Porsche.
These manufacturers represented 60% of the U.S. market and our partners include the fastest-growing automobile companies
in the United States.


We will continue to work alongside our new OEM partners to facilitate that factory-installation roll out. And, we will work with
our existing OEM partners to Increase the factory install penetration and the conversion rate.


Our OEM partners and subscribers can be assured that XM will support them, their equipment and their technology platform
for years to come This is important and I want to be clear. Any XM Radio with a paid subscription in any car will continue to
work in the XM Radio network, pedod


For the full year 2006, XM added more customers through OEM than at retail and we expect that trend to continue and
perhaps even accelerate. In the fourth quarter of ’06, XM had 524,000 gross additions and 172,000 net additions in the OEM


segment. For the full year, XM had neady 2.1 m~llion OEM gross additions and 884,000 net additions.


Our fourth quarter ’06 conversion rate of 52.4% was a modest improvement over third quarter of ’06. While we are particularly
proud that our conversion rate increased at the same time we expanded OEM penetration rote a wider selection of more
moderately priced vehicles. That’s a clear indication that XM has broad appeal across all vehicle segments.


Since our last call we have announced a robust series of new allmnces, initiatives and milestones. We recently announced the
long-term extensions of our relationship with Toyota Motor Sales USA and with American Honda Motor Company. These go
out through 2017 and 2016 respectively


With these new deals in mind, let me recap our partners’ current automotive production commitment in 2007, GM will produce
1,8 m~llion XM-equipped vehicles during the calendar year. Honda will produce 650,000 XM-equipped vehicles during the
model year. Hyundai is moving toward factory equipping 100% of its vehicles with XM by late 2007 as they move into the 2008
model year. Also in 2008, N~ssan has projected it will turn out 500,000 factory-installed XM vehicles. Toyota has announced
that their annual factory production of XM-equipped vehicles should exceed 1 million by 2010.


Now to make the most of all of these cars and the greater availabddy of factory-equipped XM vehicles, we will work with our
partners in ramping our marketing efforts to increase OEM conversion. First we’re going to shift a greater percentage of our
promotional dollars to OEM-related initiatives that match this segment’s improved performance and importance. Our
promotions will leverage our marketing money in ways that involve greater and more effective integration of our brand with the
brand of our OEM partners. You may have already seen some evidence of this approach through ads that feature XM by both
GM and Hyundai.
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We’re increasing our d~rect marketing to OEM tdal subscribers and adding new targeted promotional offers to better
communicate our value proposition. For example, together with one of our OEM partners we used a five-year history of OEM


factory installations to create a predictive model that allows XM to target the customers most likely to convert into paying
subscribers. Throughout this year, we expect to maintain and improve on the conversion of tdal subscribers.


We’re also working to ensure that our existing OEM customers have the best possible listener care experience with XM. I’m
pleased to share that m an independent monthly survey one of our OEM partners report that customer satisfaction with listener
care has improved over 15% in just three months of focus.


Now we always said these problems were fixable with focus and our new leader of listener care is now finished putting a team
in place that will continue to maintain a keen focus on hstener care. These long-term OEM relationships allow us to cooperate
closely with our partners. We’re going to be very focused on new product offerings, new products technologies and new
platforms.


For example, we recently tapped into e new segment, the certified pro-owned market through new deals w~th Honda and
Acure. Our strategic partnerships with Honda, Toyota, Nissan and GM have expanded beyond just radio service. Our exclusive
XM Nav Traffic real-time traffic information service will be standard on all 2007 Acora vehicles equipped with the Acura-link
satellite communications system. Nav Traffic is also an option on the 2007 Infinity G35 sedan, the Lexus LS sedan and every
Cadillac CTS that has navigation.


We’re obviously pleased with our progress at OIEM and thanks to our growing relationship with these automotive partners,
we’re confident in our ability to increase additions from OEM. We’re becoming less vulnerable to the short-term fluctuations in
the retail marketplace. As our OEM partners ramp up their XM factory production in the latter half of 2007, our OEM subscriber
count will continue to build w~th the biggest impact coming m 2008 and beyond.


Now, I know that most of you are comfortable w~th the OEM sales conversion process that we have talked about as it ~s
reasonably predictable and provides us with a stable and growing customer base. However, in the pro-merger environment,
many of you may be wondenng what will we do to keep customers interested in buying XM in the retail marketplace?


Well first, I want to assure all customers and our retail partners that our radios in our customers hands today and new radios
sold tomorrow will be supported. As Hugh said, no subscriber with a radio purchased a year ago, today or tomorrow will lose
service from the XM network because of this merger. Our marketing department will launch a retail program which will ensure
our current and prospectwe retail customers of XM’s commitment to their long-term service.


Now, in the fourth quarter of ’06 we launched a new brand advertising campaign that helped us successfully connect with our
consumers. After being on air less than three months, one of our ads was chosen as one of the most popular ads In America
and was selected as one of Ad Week’s Ads of the Year for 2006. We continue this popular campaign by targeting specific
affinity groups. We’re using an increased mix of online advertising, search, streaming video, product placement and viral
marketing, in addition to the more traditional media in order to make the campaign and the XM brand as relevant and as
compelling as possible.


Of course, we began revamping our retail marketing effort in the fourth quarter in areas other than just advertising. Our
programs are very focused on selling subscriptions, not just selling radios and selling those subscriptions with long-term
arrangements. That is, with multi-year plans or term commitments. We offered a number of bundled packages as well, to see
how the market would react to these plans. Those plans offered bundles of radios at vanous discounts for service plans.


As we move into the first quarter of 2007, we continue with our changes. Most notably, we are marketing our connection, our
emotional connection and linkages to good music. The ad campaign was all about the emotional connection of XM content,
and we continued that with an emotional connection around a Valentine’s Day promotion, a Black History Month promotion, a
Grammy’s promotion, and of course a significant push around Major League Baseball that’s just now beginning to crank up.
We’re seeing modest improvement as early MPD data suggests our share is climbing back to the 44% or 45% range on radios
sold, and we’ve not even introduced all of our programs. Stay tuned, more to come.


Finally, we have talked in the past about the need to stabilize chum. In the third quarter of 2006, we stopped the increase of
chum and in the fourth quarter churn is slightly down to 1.79%. Clearly our operational focus in the past six months is
stabilized chum.
Now we do expect the loss of NASCAR programming to have a moderate unfavorable ~mpact on churn in the first quarter of
’07 and then for chum in the rest of the year to return to the same range throughout this year.


In conclusion, we’ve demonstrated significant improvement in our financials. We continue to see and expect tangible progress
in this area We met or exceeded all the financial goals we spoke about in our last conference call. We’re positioned strongly m
OEM which we believe will be the key driver of our category growth going forward.


I should take a pause here, because I met with many of you over the past six months, getting to know analysts and
shareholders. Frequently you expressed concern about Toyota being a ,lump ball or Toyota’s commitment, ~ts long-term
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commitment to XM. I’m personally very pleased that we were able to prowde shareholders with certainty and clarity around our
Toyota relationship. They extended it to 2017 and we’re very proud of that.


Finally we’re working hard to improve overall performance at retail. We have not given up on retail as we consider it an
essential channel in reaching potentml subscribers We will also continue to work on improved performance ~n customer care
and retaining customers.


Now to provide more details on our financial picture, I would like to present our Chief Financial Officer, Joe Euteneuer.


Joe Euteneuer


Good morning, everyone. While 2006 presented challenges from an operating perspective, from a financial perspective, we
made steady, positive progress. Key takeaways financially for 2006 in the fourth quarter:


Our run rate totaled revenues crossed the $1 billion mark in the fourth quarter. ARPU exceeded $10 for each of the quarters tn
2006. Subscription margin for the full year approached 70%. Fixed costs were predictable and stable. Pre-marketing EBITDA
quadrupled in 2006 to $253 million, excluding stock-based compensation. SAC and CPGA were fiat, and overall marketing
costs declined for the year Our adjusted EBITDA loss improved 60% for the full year 2006 to under $200 m~llion.


Cash flow from operations was positive in the fourth quarter, and as we committed, on the strength of our improved credit
ratings, we reshaped our balance sheet in 2006, We refinanced secured debt with unsecured debt. We also put in place $400
million of revolwng credit facilities. We eliminated our Series B and C preferred stock and largely converted our 10%
convertible notes. Finally, earlier this month we closed the sale leaseback of XM-4, whereby the company received $288.5
million of net proceeds, of which $44 milhon was used to retire outstanding mortgages.


Now I would like to take a few minutes to provide a more in-depth analysis of these financial results. For more details, including
definition of terms and calculations, I refer you to the financial attachments to the earnings press release.


Total revenue increased by 67% to $933 million for 2006 from $558 million in 2005. Subscription revenue for the year
increased by 64% to $826 million from $503 m=llion last year. The two key components of our growth in subscription revenue
are growth in subscribers and ARPU XM ended the year with 7.6 million subscribers, We added approximately 1.7 million
subscribers during 2006, a growth rate of 29%. This result was achieved by adding more than 3.8 million gross new
subscribers.


Nate has already discussed at length our fourth quarter performance with regard to subscnber growth, chum and conversion
rate. Therefore, ! won’t repeat the details of what he has already covered Regarding subscribers, as we mentioned on our
third quarter call, please note that XM will no longer release subscriber information ahead of our earnings call. Instead we will
disclose subscriber numbers on our scheduled earnings calls when we w~ll be able to give a more complete picture of the
company’s performance. However, other than timing, our subscriber d~sclosures will continue to provide the full transparency
you have indicated is so helpful with both gross and net additions separated between OEM and retail and with promotional
subscribers separately broken out.


Besides subscriber growth, the second component of revenue growth is subscription ARPU, which for the full year 2006 was
$10.09, up $0.58 or 6% compared to 2005. Our $6.99 family plan subscribers have grown to 22.5% of our subscriber base
compared to 19% at the end of last year. This growth in family plan subscribers who sign up for more than one subscription
demonstrates the attractive nature of our service. However, it does result in a reduction of our ARPU as a result of the lower
monthly rate.


In addition to family plan subs, subscribers acquired under our mail-in rebate marketing campaigns and subscription-based
promotions are accounted for as a reduction to revenue and thereby reduce ARPU rather than increasing SAC.


The higher subscnption ARPU during the year helped ddve the increase in subscription margin, which was approximately 69%
versus 66% in 2005. The fourth quarter subscnpfion margin seasonally declined to 67% relative to the third quarter. Th=s


seasonal decline is consistent with pdor years.


In 2007, we will increase investment in our customer service function, which could have an impact on subscnption margin.
However, we still expect subscription margin in the h=gh 60s.


Fixed costs for the full year of 2006, excluding stock-based compensation, were $366 million compared to $276 million in
2005. As we have discussed on prior calls, this increase is the result of the full year impact of content put in place or renewed
~n 2005 such as Major League Baseball, Fox News and others.


Other than the small planned stair step increase in the fourth quarter related to the full quarter of costs associated with Oprah
Channel, fixed cost in 2006 were fiat quarter to quarter. Holding fixed costs flat on a quarter to quarter basis in 2006 took
significant cost discipline and demonstrates the real leverage available in the business model. Flat costs are not a realistic long
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term objective, however Continued cost d~scJpline and moderate fixed cost growth that m significantly lower than revenue
growth m our objective.


Our continuing growth in pre-marketing EBITDA is an early key indicator of our ability to generate positive cash and self-
sustainability This financial performance is ddven by our ability to grow revenue while leveraging our fixed cost base. Pre-
marketing EBITDA is a measure which is calculated by adding back total marketing, excluding retention and support to
adjusted EBITDA as defined in the financial attachments to the earnings press release. Our pre-marketing EBITDA in 2006
increased an impressive 311% to $253 million compared to the $62 million last year. The overall increase in pre-marketing
EBITDA was achieved as a result of our subscriber growth and increasing subscription ARPU and associated margin
improvement while holding fixed costs stable.


Pre-marketing E BITDA covered 60% of total marketing costs in 2006 versus 13% in 2005 XM SAC for 2006 was $64,
unchanged from 2005 Fourth quarter SAC declined $19 to $70 compared to the $89 in the same quarter last year. Historically
we have demonstrated discipline as a management team in reducing SAC from its high of $116 in 2002 to its current level in
the $60 range. Responsible growth ~s a cornerstone of XM’s philosophy, and it will continue to guide our efforts in 2007 and
beyond.


To make the analysis of SAC easier starting in the first quarter of 2007, you will be able to calculate SAC directly from the base
of the financial statement. The fully loaded cost to capture a new customer, or CPGA, was basically flat for the full year 2006 at
$108 compared to $109 in 2005. For the fourth quarter of 2006, CPGA was $128 compared to $141 m the fourth quarter of
2005. This improvement is a result of a 21% reduction in discretionary, advertising and marketing expense and the previously
noted decrease in SAC.


Our SAC and CPGA performance, along w~th the premarketing EBITDA previously discussed, produced a $238 million or 59%
improvement in our 2006 adjusted EBITDA loss 2006 adjusted EBITDA was $166 million compared to a loss of $404 million in
2005 This improvement ~n adjusted EBITDA means that we took nearly $0.63 of every $1 of growth in revenue to the bottom
line. This further demonstrates leverage in the business model.


XM’s reported net loss did not reflect the positive momentum we had in 2006. Excluding non-cash charges related to balance
sheet restructuring and non-cash impairments of investment, XM’s net loss would have been $628 million in 2005 compared to
$470 million in 2006, representing $167 million or a 26% improvement,


In the fourth quarter, we booked a $58 million non-cash impairment charge of our Canadian satellite radio investment. This
50% reduction in carrying value of the investment is a result of other than temporary declines in the stock price of CSR. In
addition, in the fourth quarter, we incurred non-cash deleveragthg charges of $34 million related to the conversion of $67
million of the 10% senior secured discount convertible notes in late October/early November, of which $12 million came from
interest expense. This conversion of our 10% notes was completed on comparable terms to the previous conversions of the
10% note and gave us full borrowing capacity on our recently obtained $250 million revolving credit facility. There’s only $33
million remaimng outstanding on the 10% notes, which we would like to convert this year if it can be done on favorable terms.


The result of the work done to improve the company’s balance sheet provides us with an improved credit profile, a largely
unsecured capital structure, reduced interest expense, extended maturities and an enhanced liquidity through the $400 million
and revolving credit facilities.


Earlier thin month, the company entered into a sale leaseback of the transponders on the XM-4 satellite, whereby the company
received $288.5 million of net proceeds, of which $44 million was used to retire outstanding mortgages. Total liquidity as of
December 31 was $618 m~llion, consisting of $218 million of cash and full revolver availability of $400 million. On a pro forma
basis, including the proceeds from the satellite sale leaseback, our total liquidity is $862 million as of December 31, 2006.


In the fourth quarter, we generated $42 million in positive cash flow from operations. A good deal of that positive cash flow
comes from subscriber prepayments. Annual and multi-year prepayment plan subscriptions represented 44% of XM
subscribers compared to 42% one year ago. Important to our generation of positive cash flow from operations and free cash
flow, the average prepayment period for new subscribers remains at nine months.


Cash flow from investing activities in the fourth quarter reflects capital expenditures of $107 m}llion, primarily related to the
payment for the successful launch of XM-4. Capital expenditures for our operating fleet of XM-3 and XM-4 have been paid, and
our ongoing satellite capital expenditures will be for the completion and ultimate launch should we so decide of our spare
satellite XM-5, which is currently under construction.


Now let’s talk about 2007 guidance. We will grow subscribers to between 9 million to 9.2 million with htgher seasonal growth in
the latter part of the year. Subscription revenue should be ~n the $1 b~ll~on range. 2007 adjusted EBITDA loss and CPGA will
not improve on a year-over-year basis and will be flat to marginally higher due to merger-related costs and FX, the need to
continue to stimulate the retail marketplace in light of the pending merger and the impact of OEM factory installed volume ramp
up before subscribers come on as paying subs.
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While we see improved cash flow from operations in 2007, the timing and interrelationship of the factors we just described
means full year positive cash flow from operations will likely move into 2008.


By the time of our next earnings call, we should have a better understanding of merger-related costs and be able to come back
to you w~th refined adjusted EBITDA guidance There can be no assurance on how the merger transaction, the regulatory
approval process and other related matters will affect this guidance and other aspects of our business operations. However,


we are committed to minimizing the impact of the merger on our operations. Hugh.


Hugh Panero


Thanks, Joe and thanks, Nate. Our messages today are straightforward as we continue to grow XM. Our 2006 operating
financials were solid. Our management team is in place addressing all the major issues. The OEM market for XM is moving
towards a h~gher growth phase The retail marketplace remains soft, and we are attacking it with improved messaging,
focusing on our strengths in programming. XM’s balance sheet and liquidity were strongly enhanced in 2006, and our available
funds significantly increased with the XM-4 satellite sale leaseback this month.


We are going to manage our bus=nose independently and appropriately in hght of the year-long merger process, and we look
forward to closing our merger with Sirius later th~s year. Should that prove ~mpossible, we are well-positioned to be a strong
and endudng leader In the audio entertainment marketplace


Now we will take your questions.


Question-and-Answer Sesston


Operator


(Operator instructions) Your first question comes from Robert Peck, Bear Stearns.


Robert Peck - Bear Stearns


Hi, guys. Just a couple of quick questions here. Fimt of all, Hugh, I think on the last conference call or the one before you gave
some longer-term guidance out to 2010. Could you talk about whether that high-teen subscriber guidance still holds? Will you
possibly attach any revenue or free cash flow targets there as your competitor has done?


Hugh Panero


Well, the high-teens still stands, and dght now we are not prepared to give any long-term revenue guidance in that area.


Robert Peck - Bear Stearns


There was some news that came out last week about the FCC rehashing potential fines coming from repeater violations. Could
you talk a little bit about the magnitude of what those fines could be and how we should gauge that in your liquidity?


Nate Davis


We are in conversations with the FCC about that right now, and as you can imagine, we don’t want to conjecture what they
might want to come up with in terms of fines in terms of dollars. We think the numbers will be reasonable. We’re really focused
on trying to get past this, so I cannot really give you a number to be honest with you. We don’t know the number.


Hugh Panero


And this is a voluntary process where we went to the FCC and told them what the issues were with our repeaters, and we are
just working with them and hoping to come up with a solution to it that will work both for us and for the FCC and for our
consumers,


Robert Peck - Bear Stearns


Can you tell us what percent of your subscribers are actually in rural areas or underserved areas, and with that do you have
any idea of what percentage of your subscribers are also Sirius radio subscribers?


Gary Parsons


I don’t actually know, and I guess could not even know what number of subscribers are actually subscribers to both services,
but I think the ~ssue of rural is not so much an issue, Our subscriber base is pretty uniform across all areas of the country, and
in fact, we have looked at it very various times whether Northeast, Southwest, urban, rural, it is pretty well spread just with the
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population.


Operator


Your next question comes from Jonathan Jacoby -Banc of Amodoa Securities


Jonathan Jacoby - Bane of America


First on the OEM conversion rate, just if you can give us a little color, If I remember correctly, with the third quarter level of 52%
it had something to do with a software glitch, but it sounds like 52% ~s probably the dght sort of base rate going forward. I just
want to make sure I understand that.


My second question is, what is your Plan B? Let’s say thin merger does not get through and does not get all the necessary
approvals, obviously you are baking in e lot of expenses or it seems like some expenses at least in terms of the merger costs
going forward. What will be the strategy, and at what point would you sort of lean toward that strategy if you get a sense that
you cannot get the deal done?


Hugh Panero


Well, first of all, on the Plan B is that we’re working to close this deal and we are confident ~t is going to get through. Clearly
we’re well-positioned, and we would not be describing a Plan B. It is Plan A right now, and I think, as we said with all the
vanables and the things we have done in 2006, if by some chance it were not to go through, we are well positioned to move
forward effectively.


Nate Davis


I will only add a couple of things to what Hugh said, number one is this Plan B ~tem, our plan whether or not the merger
happens, we’ve got a keen focus on driving all the operational results. 8o, from our perspective, If the merger d~d happen or
the merger didn’t happen, I have got to keep the business focused on driving things.


You asked about conversion rates. Yes, convere~on rate dipped down from about the 54.5% down to about 52%, and it has
slightly come back a couple of tenths of a percentage point. We would think it would continue to dee, but only rise in the less
than half a percentage point per quarter kind of range. We don’t know the exact number. It depends upon how customers
react.


I think tt would not be right to think of conversion rate as staying exactly where it is, nor would it be right to think it is going to
jump a percent a quarter. We think it is going to be somewhere in between those two numbers I just gave you.


Jonathan Jacoby - Bane of America


Lastly, as a follow-up, just in retail share, what happened in the fourth quarter? From our check, it seems like there was still
poor distribution efforts at some of the retaders. Maybe you can give us a little bit more color on how you plan on correcting
that ~n 2007?


Nate Davis


First of all, we can debate a long time the things that happened. I don’t think it had much to do with merchandising or
distribution. I think we were actually pretty good in that area. There’s a number of issues we’re facing. I still think we had not
introduced any new product into the fourth quarter. We have one new product that has now come out in the SkyF~3. I think it’s
going to excite the market. We have got a couple of other products to come out later this year. But when you did not have
much new product and we were coming off a very quiet quarter ~n the third quarter in terms of advertising, we had not really
stimulated the market.


On top of that, as I mentioned earlier in my call, we really did not drop down heavily on prices on radios. We did not subsidize
heavily. And the combination of those three things caused us not to grew as much. Maybe we were too conservative, but we
erred on the side of making sure that our financials were very strong, and I am proud of that. But we can always second-guess
the Monday morning quarterback as to where we should have been.


Joe Euteneuer


Jonathan, I also just want to make a point obviously there. Because something we have said I don’t know how many quarters
in a row, it’s not so much a share component it is a view of what is the dght economic return for the amount that we invest in
each new subscriber? So there cleady has been across the entire area or category, if you will, some softening of overall
demand, and most of our marketing ideas are, in fact, to stimulate the demand overall for this service but to do so at pdce
points that make a reasonable return on each one of those.
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So, as we have always said, we really want to get the dght trajectory going forward for how many customers we add on what
economic profile and not focus on exactly what the splits are.


Nate Davis


In closing, I would just say the bottom line is that on a growth basis, Sidus performed well in the marketplace in the fourth
quarter, and we are going to respond to that as we move into this year and just run the company independently and bas=cally
continue to build subscribers in an economical way.


Operator


Your next question comes from David Bank - RBC Capital Markets.


David Bank - RBC Capital Markets


First, I apologize if I missed it, but did you actually specify what retail share was during the fourth quarter on the gross side? I
have two other questions.


The second is, I understand that you have got a lot of balls in the air here with the merger costs and stimulating retail demand,
but could you g~ve us some color in terms of how you think the EBITDA loss would have progressed? Obviously we’re looking
to see that loss narrow operationally from year-to-year on the core business. Can you give us a little bit more color there?


I thought you had said previously that for some of the newer OEM models while they were going to be counted for gross ads in
CPGA, you would not be accounting for them in terms of adds for OEMs in promot,onal periods because they are being 100%
subsidized for you. Were there any of those in the fourth quarter, and can you give us an idea of magnitude of what those
numbers will be for the first quarter?


Nate Davis


Let me speak first to the retail market share in the fourth quarter The answer is, we would only be able to know that from NPD
data studies, radio sold, but not on subscriptions because we don’t know what periods the subscription for the fourth quarter of
’07 are yet on the retail level We know it overall, but retail level. So I cannot really tell you. Gary, maybe you know.


Gary Parsons


No It has to wait for all of the numbers to be out. Other questions, though, on the elements particularly you mentioned on the
OEMs, the new car manufacturer OEMs, and clearly we were beginning to get a rollout and some of the costs being incurred
from some of the new rollouts Yes, you are dght. We are not showing those as subscribers yet because they are not going
through a paid for promotional pedod. So that is why particularly as you roll out even further dudng the year, you are going to
get some cost impacts from the OEM costs being incurred for those and yet a delay before you actually see the subscriber on
that


David Bank - RBC Capital Markets


Did you have any in the fourth quarte~


Nate Davis


Yes, but they were minimal. The numbers of OEM subscribers from those OEMs were relatively immaterial in the fourth quarter
of ’07


David Bank - RBC Capital Markets


W~II they be immaterial in the first quarter, or are they likely to be more material?


Nate Davis


They start to ramp throughout the year. I think we should see an impact on those primarily in the third quarter of the year. The
first two quarters of the year they will ramp, but I think the numbers in terms of size to make a difference in our sub account is
really a third quarter issue.


Joe Euteneuer


It is a back-end loaded thing.
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David Bank - RBC Capital Markets


Okay. And on the EBITDA?


Joe Euteneuer


On the EBITDA I think what you do in looking at your model, I think you have just heard of some of the cost impacts associated
with the rollout of the new OEMs and stuff. So if you divide it out and take a look at the ramp of pro-marketing EBITDA, so
when you look at that great subscription margin we have had, the discipline we have had in fixed costs, you start see=rig how
pro-marketing EBITDA starts really to ramp up. And then if you can adjust it then for this changeover in cost, you will see that
EBITDA st=ll has a potential for great improvement.


Operator


Your next question comes from Mark Wienkes - Goldman Sachs.


Mark Wienkes - Goldman Sachs


Thanks, good morning. I appreciate the expanded detail around the revamped marketing approach You noted the higher
marketing spend for supporting retail markets specifically is going to help keep adjusted EBITDA flattish in ’07. With
subscription revenue expected to be up $200 million year over year, what percent of that is expected to be consumed by the
higher marketing versus the other costs?


Second, how should we think about programming costs =n ’07 with NASCAR out of the picturaO


Gary Parsons


Well, I think we have generally indicated that the programming costs or our fixed costs overall will not see major jumps up. You


will remember that NASCAR going away as a cost was not a heavy cost on a yearly basis to us. So we don’t save that much
from the elimination of that particular one. But I think we are pretty moderate relative to the growth that we are going to see on
a programming type of a basis during this year,


Nate Davis


I think I have mentioned before and on previous calls that we may add content or delete content on the basis of something ~n
the $5 million, $10 million range, but outside that range, you should see basically programming costs will be fiat across the
year.


Mark Wlenkes - Goldman Sachs


Do you have an adjusted EBITDA target excluding merger costs?


Joe Euteneuer


We have not put one out there.


Hugh Panero


I think we will probably try to give a little bit better insight overall into the adjusted EBITDA targets once we get a better view for
what some of the merger-related costs might be


Operator


Your next question comes from Benjamin Swinbume - Morgan Stanley.


Benjamin Swinbume - Morgan Stanley


First, Nate, could you talk about the advertising spending in the quarter and then how you think about your budget for ’07? My
understanding is that the ad numbers is almost entirely discretionary, but correct me if I’m wrong. I’m talking about the actual
advertising, $52 m~llion m the quarter down about 20% from last year. Your retail gross ads were down I think 30, 40% year
over year. So when you look at that balance, was there maybe too much ratchetlng back of the ad spend? Are you comfortable
w~th how the advertising and the customer numbers came in for the quarter?


And then for ’07, I know CPGA is going to be sort of fiat to up. On that discretionary line, though, do you expect to sort of
spend more money in ’07 than ’06 on a dollar basis9 Maybe you can give a little more color along those I~nes as well.
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Nate Davis


First of all, I think in there was a question, were we satisfied with the number of subscribers we got for the advertising we did?
The answer is clearly no. We would love to have gotten more subscribers, as Hugh said. Our target was higher, our guidance
was higher and we did not deliver the subs that we wanted to deliver.


The advertising is discretionary, but the numbers you quoted included production of ads not just on-air time, so all things are
included in that number. How do I think about ad spending? Cleady we spent more in the fourth quarter than we do in the other
quarters because we are preparing for the holiday season. There is more buying around Father’s Day and more buying around
Black Fdday and Christmas time, so there’s more advertising around that time. We had a breakthrough and got some share of
voice there.


So how we think about it would be the same this year w=th one exception: and that is we will probably spend less advertising
dollars on the retail market and more advertising dollars ~n co-op programs with our OEM partners because that is such a
higher portion of our gross ads this year. So when you look at our ads dollars on total, you may see flat year-to-year this year
But when you look at the mix, It is going to be much more weighted toward OEM than it has been in previous years because
we know we have got to get conversion rates up.


You asked I think also about CPGA and how it is impacted by this. The reason we say the CPGA should be relatively flat year
to year or maybe even shghtly up is because we are going to have to spend a I~ttle bit to try to make sure we’re doing better in
the retail market. But again, a large portion of the spend that we have is going to be focused on driving conversion rate up, and
remembering that we have more OEM partners, just raw numbers of cars being produced and numbers of partners. So we
have got to spend more money with those partners, convincing customers to convert to XM service. That means some money
in the year when the subscribers come on late in the year, but we have to go through spending money to convince them to
come on earlier in the year That also is part of what causes CPGA not to go down In 2006.


Benjamin Swinburne - Morgan Stanley


I see. And just to clarify, you’re saying ad spend in total dollars will be likely flat ’07 versus ’06 not per gross ad?


Nate Davis


Correct


Benjamin Swinburne - Morgan Stanley


Great. If I could just ask one follow-up, Joe, you held us out on this premarketing number. I know you cannot talk about the
merger cost assumption in there, but maybe an =dea of where premarketing margins might come in ex merger costs in ’07?


Joe Euteneuer


I think that’s just a backward way of getting us to the same answers. I think you’ve got to let me get through the next couple of
weeks to just get our arms around everything that’s going to happen in regards to the merger. I think you can trend off of sort of
where we have been going with our subscription margin and the base of fixed cost we had to give you a feel,


Benjamin Swinburne - Morgan Stanley


I thought I would take a shot


Joe Euteneuer


Yes, I know. It was a good one, though.


Operator


Your next question comes from Lucas Binder - UBS


Lucas Binder - UBS


Nate, you had mentioned the efforts to really stem chum. You have stabihzed it in the past six months. You expect it to go up
in the first quarter. Can you give us an update on how the new customer service facility is coming along and where you see the
ability to see it actually decline or start to see chum decline from where you are dght now?


Nate Davis
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Well, there are a number of things that we are focused on in customer service. Some of them we may have talked about on the


last call, but primarily we put a team in place that is with each customer service center now. So this is something we should
have done long ago, but we only got ~t done in the last three months. There is somebody at every customer service center.
When we roll out a program, there ~s somebody training the folks in each center.


Number 2, we are moving more calls from offshore to onshore. When we do that, it’s not just because of the language barrier;


it is also because complicated programs such as the NO or NavTraffic need to be in centers where people have a greater
understanding of the service. So that is another thing we have done to try to make sure that the customer service is stronger,
and many of these things, by the way, do not just impact customer service, they also impact chum.


We have got some programs going m place that allow us to have multiple account use. So If a customer has a family plan, has


a regular plan and has a brother or sister or a son or daughter that happens to be living in the household, we are going to try to
make sure all of those plans are hnked as well, so multiple accounts showing up the same way.


Those things help us with making sure when customers call in with billing issues, they handle it better. I can go on and on I’m
not sure exactly where you want me to go. I have just given you three examples of things that we’re doing inside the care
centers to make sure that our care centers are better prepared to handle the kinds of calls that customers have,


In general, I would say where we were before was the off-site folks really were not as in tune with this technology as now when
we have more calls onshore


Lucas Binder - UBS


Just the other follow-up would be on the OEM s~de of things. Have you moved forward with any plans to try and increase the
length of time that somebody is getting a promotional service for? You mentioned partnering with the OEMs to more effectively
target customers who are more likely to actually purchase service


NateDavis


Actually shghtiy the opposite. What we’re trying to do is elongate the timeframe that customer when they first get XM are
signed up, but not as a promotional service, more as a paid service. So instead of three months of promotional service, what I
would rather do is have you s=gn up for one-year plan. The way we do that, of course, ~s to try to get the car manufacturer to
include that subscription somehow in the car whether it is financed or it is included In the pdce of the car or it is included as an
option, we’re getting more and more OEM partners, whether ~t’s a leasing program or a card that is purchased, to include the
one-year subscription or maybe even two-year subscription of XM into the car. Now again, that does the same thing you are
talking about, but does not do it as a promotional program, but does it more as a paid subscription


Lucas Binder - UBS


You are working towards trying to get those to start up?


Nate Davis


Absolutely. I wish I could announce more of them today. Actually, if you look for the GM promotion in the north central part of
the United States, the OEM advertising that we’re doing with them includes a one-year subscription included, and we are doing
that with some other partners as well yet to be announced, but you will see more of that throughout the year.


Operator


Your next question comes from Eileen Furukawa - Citigroup.


Elleen Furukawa - CJtlgroup


A follow-up to the FCC repeater question. If you had to tum off the repeaters temporarily, would you offer any type of refund to
current subscribers? Do you think that this issue comphcates your merger process in any way?


Also regarding, can you give us an update on the RIAA negotiation? Do you think the RIAA is going to be for or against the
merger, and *f against do you think they w~ll actually lobby against approval?


Hugh Pansro


Okay. You have some pretty long ones there. First off, on the FCC repeater issue, I would not go into any speculation about
what we would do or rebates or other elements hke that. Understand neither the company nor any regulator wants to do things
that hurt consumers or consumers listening experiences or other things like that. So I don’t believe that is cartamly it’s not in
the company’s benefit, and it’s not =n the consumer benefit nor the government benefit to do so
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It is also important to remember on the repeater issue that, in fact, while there cleady were mistakes or administrative
problems on that, the actual repeater network itself is not causing harm or interference into any other party. In fact the network,
which was built was actually less powerful and much smaller than the network that was authorized by the FCC. So that
element is I think is understood in the process as well too. So regardless to how that ends up werking out, I don’t think you’re
likely to see requirements of things that would hurt consumer experiences significantly.


Hugh Panero


On the RIAA issue we would hope that they would be supportive of the merger. Cleady having a strong satellite radio industry
is important to create competition m the digital audio marketplace. Right now radio does not pay It pays very little in terms of
digital performance rights to the labels, none, in fact, in some cases. We continue to have active conversations with them, and
we would hope to bring those to closure, and they are important partners of ours, and we want them to be important partners
of ours and good partners going forward.


Eileen Furukawa - Cltlgroup


You talked about on the merger call about doing potential a la carte pricing after the merger. If say the merger did not go
through, is a la carte pricing something that you would still consider and look into?


Gary Parsons


Well, I think we are always looking for options and combinations that will drive adoption of the service and make the consumer
want to try to sample the serv}ce. Because once they sample it, they tend to I~ke it and continue forward. The important
element to understand in thin entira process is the primary issue for this entire industry is getting the 95% or something of
people who do not currently subscribe to become subscribers.


The more ways that we can find attracted packages and combinations to foster the sampling of the service and finding out
about it, that is where the future of the industry is is growing that customer base, not battling one another for the accounts that
each other has.


Hugh Panero


I think we have time for one more question.


Operator


Your final question comes from Barton Crockett - JP Morgan.


Barton Crockett - JP Morgan


I wanted to ask a couple of things related to the merger. The first is, since you have announced the merger plan can you give
us a sense of the feedback you have gotten from regulators, privately and publicly, whether in any way ~t has been anything
different than what you would have expected? Anything that ~ncraases or maybe diminishes your expectation for approval?


You guys have talked about when you do the merger that you would have a best of breed content approach I was just
wondenng if you could elaborate a little bit more on what the contractual restrictions may or may not be on offering some of the
most notable content to each other subs? In other words, could XM subs get NFL? Could Sirius subs get baseball without you
guys having to pay a lot more? Ditto with Howard Stem, Oprah, Martha?


Hugh Panero


I w~ll deal with the second one first, and then Gary will deal with the other issue. With regards to programming, our goal is to
create a platform that offers more choice to consumers and putting together conceptually a best-in-class programming lineup
that could be avadable on the platform or on both platforms is where we want to go. We will evaluate all of the programming
issues associated w~th that, conceptually that ~s where we want to go.


I think the Sinus people have voiced the same desire dudng this process, and we are in complete agreement with them, and
we wdl work through that process as t=me goes on. I mean the merger is seven days old, and we will be evaluating many th~ngs
in addition to that, and that is one of the thiags on the list. Gary, would you like to address the others?


Gary Parsons


Yes, relative to the overall regulatory approval process, as you go through this situation, you’re going to get reactions to even
the potential of this from the press, Congress, DO J, FCC, and frankly at this point m time, I think most are understanding and I
think you have seen a lot of press and a lot of editorials that have clearly understood that m the decades since these licenses
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were awarded, a whole lot has changed in the audio entertainment marketplace. I think there is a general resonance across
the board that that is in fact a fact that has occurred, but then that is going to actually have to be processed through antitrust
review to get put numbers beside that and understand and see the complete thing.


You’re going to have Congressional hearings on th~s front, so Congress has already indicated that it wants to take a look. It is
open and receptive to hear the story and understand to what extent satellite radio competes with terrestrial radio and HD and
media flow and =Pods and everything else. So that will be the process that you go through.


I think for the largest point all of the regulatory bodies, as well as Congress and other oversight bodies, want to know more
informat=on. To an extent, the devil is in the details. What is the issue? It is cleady both an antitrust but also a public interest. If
it’s going to be assessed on the public interest, then the second part of your quest=on that you ask is a very important part of
that.


What does the consumer actually see or have an opportunity to obtain as far as programming and content on what attractive
prices, and it would, in fact, a combined company be a stronger, better competitor in the plethora of opportunities and
alternatives that are out there?


So, at this point in time, obviously it’s a wait and see and an investigation from all of those bodies, and I think we are confident
that we’re going to be able to put a case forward that shows ~t is clearly in the public interest, and it is clearly an increase in
competition.


Barton Crockett -JP Morgan


If I could just follow-up on the programming side, I understand you will be sorting out a lot of this, but you guys obviously know
what the terms are for your baseball contract and your Oprah contract. Can you tell me, is it your understanding that you could
provide baseball and Oprah to Sirius subscribers in the merged company without hawng to pay meaningfully more to those?
Can you even go that far?


Hugh Panero


Listen, as I said, we are evaluating all of our contracts. We have been talking to all of our partners. They have all been very
receptive to the merger discussions They are also evaluating it, and when we know more, we will get back to you But our goal
is to provide more choice, and I think many of these programmers would actually like the opportunity to be available on a much
larger platform.


In some cases, that would result ~n higher ad revenues. You know, many of these deals have an advertising revenue split
associated with them, and this w~ll be a dialogue and a discussion that is going to go on.


Joe Titlebaum


Thank you, operator. That concludes our call. Thank you very much.


TRANSCRIPT SPONSOR


What if there was a way to promote your company to a perfectly targeted group of potential customers,
partners, acquirers and investors? What if you could tailor your pitch to them at the moment of
maximum interest? And what if you could do this for a no=brainer price?


This is exactly what Seeking Alpha is offering with transcript sponsorships.


Six types of companies are sponsoring earnings transcripts on Seeking Alpha:
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377.6E 381.3E
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31% 31%


Q1 results in line with low expectations as retail softness continues from last year. Subscriber growth, still
considered the most important bogey for satellite radio companies, was spot on, with the company adding 285k
subscribers (vs. 569k in 1Q06), consistent with our -294k net adds estimate. Buried in subscriber figures was the
quarter’s biggest positive--XM started to win back retail market (roughly 5-10 points in some months), which we
believe is reflective of both XM’s commitment to win back lost ground (e.g., higher SAC) as well as a diminished
Howard Stern effect. XM reported EPS of ($0.40), in line with our ($0.44) estimate and the ($0.39) consensus
estimate. The loss narrowed considerably from last year, as fewer gross additions (865k in 1Q07 vs. -lmn 1Q06)
accounted for much of the improvement.
XM’s subscriber results should generally improve from Q1 levels throughout most of the year. gEM sales
continue to build sequentially while the severity of the retail hit softens and the company approaches easier
comparisons. Secondly, skepticism regarding the merger’s likelihood is already well priced in, making that a moot
issue, at least relative to present price levels.


¯ With guidance, sometimes no change is good news. XM management did not change any of its subscriber
guidance, but did augment its expectations for CPGA (e.g., SAC) and its adjusted operating loss. Although we
consider the amended guidance (e.g., higher SAC, $4-14mn higher operating loss) to be a small incremental
negative, we think the market was more relieved to see XM maintain its year-end subscriber range. Even so, we
think the year-end subscriber guidance looks implausible on the high end and reasonable on the low end.


¯ Minor model revisions shave a dollar off our price target. We are lowering our price target from $15 to $14
due mostly to modest ARPU assumption changes to our DCF model, specifically around advertising revenue.


We still favor Sirius given its competitive strengths and our perception that the proposed merger’s
approval is unlikely. The advantage XM seems to have at the moment is that success, such as its market share
gains, is relatively unexpected, making it easy to exceed low expectations. However, if one were more optimistic
than us about the merger’s likelihood of achieving regulatory approval, we could see how the optionality that the
merger creates could make XM an extremely interesting holding.


Wedbush Morgan does and seeks to do business with companies covered in its research reports. Thus,
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of
this report. Investors should consider this report as only a single factor in making their investment
decision. Please see page 16 of this report for analyst certification and important disclosure information.







Risks to attainment of our share price target include shortfalls in subscriber growth; increased competition
whether from XM; AM/FM radio, HD Radio, or streaming-media services; new/increased government regulation; a
prolonged and/or failed merger attempt; an inability to renew key content and OEM contracts; satellite anomalies;
and an unfavorable outcome in the ongoing arbitration process with record labels over royalty rates.


ANALYSIS
Don’t Expect Retail Subscriber Shortcomings to Overshadow 2007
In Q1, gross additions fell to 868k from 1,017k last year, as the modest pickup in OEM gross adds was insufficient to
offset the roughly 36% decline in retail gross additions. We think the biggest challenge satellite radio is facing is
competition from digital television sets and to a lesser extent iPods. The reality is that consumer dollars are finite and they
cannot buy every product available in a given month or quarter. And for the moment, digital television sets, whether flat or
projected, seem to be what is most on consumer minds. Also, 1Q06 was Howard Stern’s first quarter at Sirius, which
created a lot of one-time demand, even if most of that incremental demand favored Sirius. Thus, the comparisons for the
category are a bit distorted as a result. Having said that, when retail sales first started to soften, which we believe was
near the end of summer 2006, the market was able to dismiss some of the weakness because of an FCC-driven recall on
select satellite radio devices occurring at the time. The FCC had been scrutinizing various aftermarket satellite radio
devices for interference, causing some units to be fixed/adjusted and thus negatively affecting retail inventories. Naturally,
both companies tuned down marketing during the issue, also contributing to the weaker showing.


We made channel checks following the 1Q07 and learned that both companies were vigilant with retailers in terms of
educating them about the merger in order to prevent consumer confusion. We also confirmed that both companies did not
have much in the way of new receivers on retail shelves, which was a negative. The slight positive was that what was
available was older and typically quite affordable.
Looking forward over the next couple quarters, we expect the magnitude of the retail losses to lessen, particularly as we
near summer, since the comparisons with last year will get considerably easier. XM will also benefit from the fact that its
2006 market levels, particularly in the second half, were anemic, which will also likely contribute to an easier 2007
comparison. However, the real story for XM and satellite radio in general should not continue to be retail apathy. Rather,
improving OEM demand should be the focus, since ultimately, satellite radio needs strong OEM commitment to reach a
level of success sufficient to justify even higher share prices.
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Figure 1. XM Subscriber Growth and Churn Trends
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Guidance: what was affirmed was more than what was changed


In its Q1 earnings call, XM reaffirmed its 2007 guidance on total subscribers and subscription revenue. In addition, the
company refined its CPGA guidance to $111-114 from its previous flat-to-higher guidance with respect to the prior year’s
CPGA of $105. We believe that the increase in CPGA amounts to the company’s elevated focus on gaining back market
share from Sirius. NPD data suggests XM’s market share to be 44% and 47% for February and March, respectively. This
compares to XM’s 37% market share for 4Q06, a significant difference from current market share levels.
In terms of adjusted operating loss, the company updated its guidance to a range of $170-180 million. The change from
its prior guidance is small ($4-14mn) and thus we do put much weight on the guidance change.


The company also reaffirmed its guidance to positive 2008 full-year CFO. The corhpany did not comment on positive CFO
for 2007 but guided to an improved CFO in 2007. Such optimism may be in response to Sirius’ hype on being FCF
positive in 4Q06.


Figure 2. XM 2007 Guidance


Total Subs 7.63 9-9.2 affirmed .~: 9.01 :


Subscription revenue 826 ~ 1,000 affirmed 5.~ 984.


Adjusted EBITDA (166) Flat


EBITDA (234)


Positive 2007 CFO NA no ;NIA


Positive 2008 CFO NA yes


Date Issued NA 2/26/2007 4/26/2~7 .~ "NA


Source: Wedbush Morgan Securities
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The good news for XM is that its OEM commitments continue to strengthen. However, differences in subscriber
accounting may push some of the gains to late 2007 and early 2008.
During the quarter, ×M announced three major milestones with carmakers:


(1) Infiniti announced that it would make ×M a factory-installed standard on every 2008 model. Although the press
release does not state that Infiniti’s commitment will extend into future years, we presume that the commitment
will remain so long as its contract with ×M is on-going and satellite radio remains a product desired by its
customers.


(2) Honda announced that it would extend its agreement with XM by 10 years, putting the end date at 2016.
(3) Similarly, Toyota also announced that it would extend its agreement with XM by 10 years, putting the end date at


2017.
However, even before these recent announcements, we were expecting XM to show considerable progress in 2007 due
to continued step-ups in OEM production commitments, particularly with 2008 and 2009 model years. Summer and early
fall are the periods when new models are introduced. And thus, it is natural to have high expectations for OEM gross adds
in the second half of 2007. However, we note that the full effect of the OEM productions commitments will not be realized
so immediately. First, older car models, without satellite radio, are still being sold in conjunction with the newer models
that offer satellite radio. Thus, it will take time for the mix to heavily favor new cars, which are increasingly skewed to
satellite radio. In addition, differences in subscriber accounting will push some OEM gross add recognition further back.
GM and Honda pay for the three-month trial period and thus subscribers through these carmakers are recognized
immediately. However, for other car dealers, XM subsidizes the trial period and does not receive any payment.
Subscribers from these dealers can only be recognized after the three-month trial period and only if the subscribers
convert into paying customers. We believe that the strength of OEMs for the second half of 2007 may be overestimated,
as gross additions may be further pushed back. Nevertheless, the more important trend is that OEM production
commitments are on the rise, and whether it occurs in three, six, or nine months after production, subscribers tallies
should naturally benefit.


XM - Automaker Round-up


Hyundai


4/5/07


Lexus


4/4/07


Hyundai adds XM as standard feature on all-new
Veracruz and future premium sports sedan. XM Radio
is already a standard, factory-installed feature on all
2007 Azera, Elantra, Santa Fe and Sonata audio
systems.


XM Radio and XM NavTraffic capability will be standard
factory-installed features on the all-new Lexus LX 570.


Infiniti


4/4/07


Toyota


1/31/07


As the exclusive satellite radio service for Infiniti, XM
will be a standard factory-installed feature on every
2008 Infiniti model, including the G, M, FX and QX,


Toyota extended its agreement with XM for Toyota and
Lexus through model-year 2017. Toyota’s annual
factory production of XM-equipped vehicles is
expected to exceed one million by 2010. Toyota, like
most of XM’s other auto OEM deals gives car
purchasers a three-month trial, paid for by the
automaker. XM typically recognizes a portion of the 3-
month commitment as deferred revenue. Sirius only
works with Toyota/Lexus at the dealer level, making XM
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Honda


1/30/07


General
Motors


10/05/06


Porsche


10/30/06


Hyundai


10/03/06


Nissan


11/2/05


Suzuki
8/23/05


the sole provider of factory-installed radios.


Honda extended its exclusive relationship with XM as
part of a new 10-year agreement that runs through
2016. An original strategic partner in the launch of XM,
American Honda introduced its first factory-installed XM
vehicles in 2003 and is projecting production of
650,000 factory-installed XM units for 2007 model
vehicles. American Honda has produced more than
1.5 million cars with XM factory-installed to date.


General Motors, an exclusive XM partner, plans to
build over 1.8 million vehicles with factory-installed
XM Satellite Radio in 2007. GM was the world’s first
automaker to offer satellite radio when it introduced XM
as a factory-installed feature on Cadillac Seville and
Deville models in 2001 and continues to lead all
automakers in offering factory- installed satellite radio.


Porsche and XM announced a new long-term
agreement to equip Porsche vehicles for the U.S.
market with XM, beginning in 2007. XM has been
available as a popular factory-installed feature for
Cayenne models since 2005 and will be the exclusive
satellite radio option in the future.


Hyundai announced the production of the first Hyundai
vehicles with standard, factory-installed XM Satellite
Radio. The Santa Fe is the first of four Hyundai models
to add XM Satellite Radio as a standard feature to all
audio systems this year. Others include the 2007
Sonata, Azera and Elantra. These vehicles mark the
beginning of Hyundai’s aggressive rollout of XM
Radio as a standard feature in all audio systems of
its U.S. vehicles, boding well for XM and the sector if
others started to think similarly.


Nissan selected XM Satellite Radio as its factory-
installed satellite radio solution for Infiniti and Nissan
vehicles beginning with the 2008 model year. More
than five hundred thousand Nissan and Infiniti
vehicles with factory-installed XM Satellite Radio
are projected to be produced for the 2008 model
year with more than one million annually by model-
year 2010.


Suzuki offered XM Radio for the first time in the 2006
model year with Suzuki Grand Vitara and Suzuki XL-7
sport utility vehicles arriving XM-Ready at U.S.
dealerships.
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Figure 3. Automobile OEM Production Commitments
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Figure 4. XM Quarterly Results Comparison
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Figure 5. XM ARPU, Adjusted SAC, and SAC Trends
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Figure 6. XM Discounted Cash Flow (DCF) Valuation


XM Subscnbers 7,629 9,009 10,354 11,617 12,812 13,866 14,781 15,581 16,417 17,127


Discounted Cash Flow
EBITDA (166,172) (212,206) 26,352 196,930 323,890 400,905 493,687 607,170 750,787 829,743
Unlevered Taxes                     14 (2,421) (2,316) (2,316) (2,316) (2,316) (2,316) (2,316) (2,316) (2,316)
CapEx (253,131) (384,608) (179,286) 11,049 (60,000) (60,000) (60,000) (60,000) (60,000) (60,000)
Change in Working Capital (285,614) 285,745 180,951 115,958 172,828 119,334 181,491 84,929 225,381 93,582
Unlevered Cash Flow (704,903) (313,491) 25,701 321,620 434,402 457,923 612,861 629,783 913,852 861,009


PV of Cash Flows 2,437,653 2,675,828
PV of Terminal Value 3,697,149 4,097,366
Private Market Value 6,134,803 6,773,194
Privateoto-Publ~c D~scount
Public Enterprise Value 6,134,803 6,773,194
Add Cash 75,539 66,842
Less. Debt (exct =n-the-money preferreds) 1,519,979 1,569,171
Add. Proceeds from Warrants/Options 67,398 67,398
Add Face Value, In-the-money 10% Conved: 33,000 33,000
Add: Pubhc Inv.- XM Canada, Worldspace 66,649 66,649
Market Cap=talizat~on 4,857,410 5,437,912
Shares Outstanding 337,805 337,805
Fair Value per Share (Year-end) $14.38 $16.10
Current Price $11.78 $11.78
Implied Upside 22.1% 36.7%


Valuation Multiples
EV/EBITDA @ $14.38 NA NA 232.8x
PIE @ $14.38 NA NA NA
P/FCF @ $14.38 NA NA NA
P/BV @ $14,38 NA NA NA
EV/SUB @ $14,38 804 681 592


31.2x 18.9x 15.3x 12.4x 10.1x 8.2x 7.4x
NA 39.7x 25.9x 17.4x 11.7x 9.2x 8.6x


22.0x 13.3x 13.0x 9.5x 8.8x 6.3x 6.9x
NA NA NA NA NA 17.0x 6.1x


528 479 442 415 394 374 358


EV/EBITDA @ $11.78 NA NA 151.0x
P/E @ $11.78 NA NA NA
P/FCF @ $11.78 NA NA NA
P/BV @ $11.78 NA NA NA
EV/$UB @ $11.78 $522 $442 $384


20.2x 12.3x 9.9x 8.1x 6.6x 5.3x 4.8x
NA 35.1x 22.9x 15.3x 10.3x 8.1x 7.6x


18.0x 10.9x 10.7x 7.8x 7.2x 5.1x 5.7x
NA NA NA NA NA 14.0x 5.0x


$343 $311 $287 $269 $255 $242 $232


Source: Wedbush Morgan Securities
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Earnings Model


Figure 7. XM Annual Subscriber Forecast (4QO5-4QO7E)


Gross Additions (WMS estimates)
Retail 2,195 1,761 1,461 1,555
OEM 1,891 2,074 2,403 2,782
Rental 25 11 26 12
Data Services 19 20 22 25
Total Gross Additions 1,167 2,577 4,130 3,866 3,913 4,374


1,662 1,733
2,914 3,069


11 11
27 30


4,614 4,843


% Change - Gross Additions (yoy)
Retail (6.9%) (17.0%) 6.4% 6.9% 4.3%
OEM (5.5%) 15.9% 15.8% 4.8% 5.3%
Rental (55.7%) 130.7% (54.2%) (7.6%) 0.0%
Data Services 5.3% 10.0% 10.0% 10.0% 10.0%
% Change (yoy) 242.0% 120.8% 60.3% (6.4%) 1.2% tl.8% 5.8% 5.0%


Churn
Retail 500 963 1,069 1,115 1,159 1,207
OEM 918 1,152 1,449 1,894 2,171 2,418
Rental 8 50 6 7 7 8
Data Services 0 7 9 12 14 16
Total Churn 154 709 1,427 2,171 2,533 3,028 3,351 3,648


Churn Rate (Monthly)
Retail 1.8% 2,1% 2.0% 1.9% 1.8% 1.7%
OEM 4.4% 3.6% 3.4% 3.5% 3.4% 3.4%
Rental 1.8% 11.6% 2.5% 1.9% 1.8% 1.7%
Data Services 2.3% 2.0% t .9% 1.8% 1.7%
Churn Rate 2.1% 3.1% 2.9% 2.7% 2.6% 2.7% 2.6% 2.5%


Net Additions
Retail 1,694 798 392 440 502 527
OEM 973 922 955 888 743 651
Rental 17 (38) 20 5 4 3
Data Services 19 14 13 13 13 14
Total Net Additions 1,013 1,869 2,704 1,696 1,380 1,346 1,263 1,195


Subscribers
Retail 1,887 3,582 4,380 4,772 5,212 5,714 6,241
OEM 1,315 2,288 3,210 4,165 5,053 5,796 6,447
Rental 27 44 5 26 31 35 38
Data Services 19 33 46 59 72 86
Total Subscribers 1,360 3,229 5,933 7,629 9,009 10,354 11,617 12,812
Average Subscribers 727 2,125 4,400 6,817 8,073 9,423 10,699 11,927


Subscriber Distribution (%)
Retail
OEM
Rental
Data Services
Total


Net Additions Distribution (%)
Retail
OEM
Rental
Data Services
Total


58.5% 60.4% 57.4% 53.0% 50.3% 49.2% 48.7%
40.7% 38.6% 42.1% 46.2% 48.8% 49.9% 50.3%


0.8% 0.7% 0.1% 0.3% 0.3% 0.3% 0.3%
0.0% 0.3% 0.4% 0.5% 0.6% 0.6% 0.7%


100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


62.7% 47.1% 28.4% 32.7% 39.8% 44.1%
36.0% 54.4% 69.2% 66.0% 58.9% 54.5%


0.6% (2.3%) 1.5% 0.4% 0.3% 0.3%
0.7% 0.8% 1.0% 1.0% 1.0% 1.2%


100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


Source: Wedbush Morgan Securities
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Figure 8. XM Annual P&L (2003-2010E)


Revenue:
Subscription 78,275 221,073 502,612
Activation 1,868 4,814 10,066
Equipment 6,692 7,262 18,182
Net Ad Sales 4,065 8,485 20,103
Other 881 2,811 7,303


Total Revenue 91,781 244,445 558,266


Cost of Revenue:
Revenue Share & Royalties 26,440 50,676 93,874
Customer Care & Billing 25,945 40,887 76,222
Cost of Equipment 9,797 11,557 40,707
Ad Sales 3,257 6,165 10,058
Satellite & Terrestrial 39,692 3.5,922 42,356
Broadcast & Operations:


Broadcast 7,689 10,848 16,610
Operations 12,023 13,192 24,459


Broadcast & Operations 19,712 24,040 41,069
Programming & Content 23,109 32,698 101,008


Total Cost of Revenue 147,952 201,945 405,294


Research & Development 12,285 23,514 3!,218
General & Administrative 27,418 28,555 43,864


Marketing:
Retention & Support 7,873
Subsidies & Distribution 92,521
Advertising & Marketing 64,309
Amortization of GM Liability 35,564


Total Marketing 200,267


Impairment of Goodwill
Depreciation & Amortization 158,317


Total Operating Expenses 546,239
Pre-Marketing Cash Flow (139,311)
PMCF Margin


Operating Profit (Loss) (454,458)


Interest income 3,066
Interest Expense (110,349)
Other income (Expense) (22,794)


Pre-Tax Income (584,535)


Taxes
Effective Tax Rate


Net Income (Loss) (584,535)


8.25% Series B & C Preferred Stock Dividend (17,569)
Series B Preferred Stock Retirement Gain (Loss) 8,761
Series C Preferred Stock Retirement Gain (Loss) (11,537)


Net Income (Loss) to Common Shareholders (604,880)


Basic & Diluted EPS ($4.83)
Basic & Diluted Shares Outstanding 125,176


825,626 983,690 1,291,539 1,560,423 1,829,791
18,193 19,370 20,575 20,647 23,357
21,719 20,015 22,615 25,678 28,626
35,330 44,438 78,916 130,174 152,897
34,549 41,404 43,085 44,835 46,655


933,417 1,108,916 1,456,730 1,781,757 2,08t,325


149,010 181,728 248,176 309,625 364,828
104,871 124,935 148,752 172,217 195,793
48,949 62,430 56,538 64,195 62,977
15,961 21,865 39,458 65,087 76,449
49,0!9 55,946 57,073 58,223 59,396


2~049 2~972 2~195 31,602 34,207
34,683 41,259 4~848 50,709 54,889
57,732 68,230 76,043 82,311 89,096


165,196 173,169 204,682 249,209 314,693
590,738 688,303 830,722 1,000,867 1,163,233


37,428     29,682     30,887     32,141     33,446
88,626    138,805     83,737     94,756     98,604


13,259 22,275 31,842 40,270 46,071 51,274 56,027
165,705 264,719 241,601 260,945 263,227 231,550 233,369


88,090 163,312 147,639 151,232 149,720 148,222 146,740
37,252 37,252 29,761 26,016 26,016 26,016 26,016


304,306 487,558 450,843 478,463 485,033 457,062 462,152


147,165 145,869 168,881 190,471 135,021 128,503 132,061
705,485 1,113,803 1,336,516 1,525,723 1,565,399 1,713,330 1,889,496


(60,080) 18,363 155,022 185,840 439,298 576,702 704,000
3.3% 16.6% 16.8% 30.2% 32.4% 33.8%


(461,040) (555,537) (403,099) (416,808) (108,669) 68,427 191,829


6,238 23,586 21,664 6,213 2,982 3,015 3,197
(85,757) (107,791) (121,305) (148,954) (158,113) (124,640) (73,202)
(74,492) (24,645) (216,148) (9,643)


(615,051) (664,387) (718,887) (569,192) (263,801) (53,199) 121,824


(27,317) (2,330) 14 (2,421) (2,316) (2,316) (2,316)
(4.4)% (0.4)% 0,0% (0.4)% (0.9)% (4.4)% 1.9%


(642,368) (666,717) (718,874) (571,613) (266,117) (55,515) 119,508


(8,802) (8,597) (6,127) (1,544) (2,059) (2,059) (2,059)
(755)


(5,938)
(651,170) (675,314) (731,694) (573,157) (268,176) (57,574) 117,449


($3.30) ($3.07) ($2.71) ($1.85) ($0.83) ($0.17) $0.34
197,318 219,620 270,368 310,496 323,104 336,223 349,875


Source: Wedbush Morgan Securities, Company Reports
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Figure 9. XM Quarterly Subscriber Forecast


Gross Additions (WMS estimates)
Retail 916.4
OEM 433.8
Rental 4.4
Data Services 19,3
Total Gross Additions 1,373,9


(4QOS-4QO7E)


512,3 402,5
495.0 510.6


(4.1) 7.0
4.1 6.2


1,007.3 926.3


310.3 535,6 326,4 293.9 289.3 551.7
552.5 516.1 516,2 561.6 663.0 660,6


8.3 19.0 2,7 4.3
5,2 4.8 4.5 6.8 5.8 5,3


868.0 1,064.9 868.1 865.1 958.0 1,221.9


% Change - Gross Additions (yoy)
Retail 23.0% (4.6%) (29.5%) (41.5%)
OEM 25.7% (0.8%) 0.7% 19.0%
Rental (135.6%) (25.1%) (100,0%) 90.0%
Data Services
% Change (yoy) 48,0% 22.6% (2.1%) (12.2%) (22.5%)


Churn
Retail 153.3 211.6 238.8 245.0 267.1
OEM 319.7 223.0 285,7 313.9 329.1
Rental 2.6 2.6 2.3 21,3 23.4
Data Services 1.2 1.4 1.7 2.6
Total Churn 475.6 438.4 528.3 582.0 622.3


Churn Rate (Monthly)
Retail 1,8% 2.0% 2.1% 2.0% 2,2%
OEM 4,9% 3,2% 3,7% 3,8% 3,6%
Rental 2.0% 2.0% 2.1% 17,0% 38.1%
Data Services 2.0% 2.1% 2.1% 2.9%
Churn Rate 3.1% 2.5% 2.7% 2.8% 2.9%


(36,3%) (27.0%) (6.8%) 3.0%
4,7% 10,0% 20.0% 28.0%


(563.6%) (62,1°/0) (110.2%) (48.4°/0)
10.0% 10.0% 10.0% 10.0%


(13.8%) (6,6%) 10.4°/0 14.7%


268,6 266,3 256.9 277,6
310.8 359.9 380,1 398.1


1.5 1,4 1.4 1.4
2.0 2.1 2.3 2.7


582.9 629.6 640.6 679.8


2.0% 2.0% 1.9% 2.1%
3,2% 3.5% 3.5% 3.4%
9,2% 2.0% 1.9% 2.1%
2.1% 2.0% 1.9% 2.1%
2,5% 2.7% 2.6% 2.7%


Net Additions
Retail 763.1 300.7 163,7 65,2 268.5 57.8 27.7 32.4 274.1
OEM 114.1 272.0 224,9 238.6 187,0 207.4 201.7 282.9 262.5
Rental 1.8 (6.7) 4.7 (21.3) (15.1) 17.5 1.3 (1.4) 2.9
Data Services 19.3 2,9 4.8 3.6 2,2 2.5 4.7 3.5 2.6
Total Net Additions 898.3 568.9 398.0 286.0 442.6 285.2 235.4 317.4 542,1


Subscribers
Retail 3,581.6 3,882.3 4,046.0 4,1112 4,379.8 4,437,6 4,465.3 4,497.7 4,771.8
OEM 2,288.0 2,560.1 2,785.0 3,023.5 3,210.5 3,417.9 3,619.6 3,902.6 4,165.1
Rental 43.9 37.2 41.8 20.5 5.4 22.9 24.2 22.8 25.7
Data Services 19.3 22.3 27.1 30.6 32.9 35.3 40.1 43.5 46.1
Total Subscribers 5,933.0 6,501.9 6,899.9 7,185.9 7,628.6 7,913.7 8,149.2 8,466.5 9,008.7
Average Subscribers 5,284.0 6,228.8 6,684.9 7,054.3 7,300,3 7,763.4 7,913.7 8,149,2 8,466.5


Subscriber Distribution (%)
Retail 60.4% 59.7% 58.6% 57,2% 57.4% 56.1% 54.8% 53.1% 53.0%
OEM 38,6% 39.4% 40.4% 42.1% 42,1% 43.2% 44.4% 46.1% 46.2%
Rental 0.7% 0.6% 0,6% 0.3% 0.1% 0.3% 0.3% 0,3% 0.3%
Data Services 0.3% 0.3% 0.4% 0.4% 0.4% 0.4% 0,5% 0.5% 0.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100,0% t00.0% 100.0%


Net Additions Distribution (%)
Retail 84.9% 52.9% 41.1% 22.8% 60.7% 20.3% 11.8% 10.2% 50.6%
OEM 12.7% 47,8% 56.5% 83.4% 42.2% 72.7% 85.7% 89.1% 48.4%
Rental 0.2% (1.2)% 1.2% (7.5)% (3.4)% 6.1% 0.5% (0,4)% 0.5%
Data Services 2.2% 0,5% 1.2% 1.2% 0.5% 0.9% 2.0% 1.1% 0.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


Source: Wedbush Morgan Securities
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Figure 10. XM Quarterly P&L (4Q05-4Q07E)


Revenue:
Subscript=on 156,251
Activation 3,079
Equipment 8,627
Net Ad Sales 7,283
Other 1,895


Total Revenue 177,135


Cost of Revenue:
Revenue Share & Royalties 27,889
Customer Care & Billing 24,560
Cost of Equipment 22,267
Ad Sales 3,644
Satellite & Terrestrial 11,353
Broadcast & Operat=ons:


Broadcast 4, 707
Operations 6,851


Broadcast & Operations 11,558
Programming & Content 30,551


Total Cost of Revenue 131,822


Research & Development 10,248
General & Administrative 13,213


Marketing:
Retention & Support
Subsidies & D=stnbut=on
Advertising & Market=ng
Amortization of GM Liabihty


Total Marketing


Impairment of Goodwill
Depreciation & Amortization


Total Operating Expenses
Pre-Marketlng Cash Flow
PMCF Margtn


Operating Profit (Loss)


Interest Income
Interest Expense
Other Income (Expense)


Pre-Tax Income


Taxes
Effective Tax Rate


Net Income (Loss)
8.25% Series B & C Preferred Stock Dividend
Series B Preferred Stock Retirement Ga=n (Loss)
Series C Preferred Stock Retirement Gain (Loss)


Net Income (Loss) to Common Shareholders


Basic & Diluted EPS
Basic & Diluted Shares Outstanding


188,102 202,165 214,817 220,542 236,486 241,064 248,236 257,904
3,579 3,942 4,213 4,459 4,654 4,749 4,893 5,074
3,551 4,928 3,164 10,076 5,297 4,748 4,889 5,080
6,518 8,982 8,786 11,045 7,478 9,496 12,224 15,240
6,216 7,869 9,464 11,000 10,197 10,299 10,402 10,506


207,966 227,886 240,444 257,122 264,112 270,357 280,644 293,803


34,276 37,923 33,406 43,405 47,426 48,240 41,412 44,650
22,455 26,395 27,171 28,850 27,928 30,864 32,016 34,128
7,993 10,254 10,177 20,525 18,277 14,245 14,668 15,240
3,356 4,460 3,378 4,768 3,385 4,748 6,112 7,620


13,049 11,571 11,670 12,729 13,882 13,951 14,021 14,091


&852 &169 &158 ~869 &544 &675 &808 &945
&887 &805 L827 &164 &716 1~105 1&509 1&929


14,739 13,974 13,985 15,033 16,260 16,780 17,317 17,874
37,643 42,253 38,873 46,427 43,952 40,949 42,876 45,392


133,511 146,830 138,660 171,737 171,110 169,777 168,422 178,995


10,981 8,518 8,849 9,080 7,310 7,383 7,457 7,532
17,630 18,672 21,997 30,327 34,185 34,527 34,872 35,221


6,584 8,047 7,443 7,288 9,064 9,756 9,895 10,139 10,481
1!3,852 59,732 61,126 47,279 73,464 43,602 60,564 65,147 91,643
66,703 29,666 37,666 27,518 52,789 32,809 38,231 27,931 52,261
9,313 9,313 7,440 6,504 6,504 6,504 6,504 6,504 6,504


196,452 t06,758 113,675 88,589 141,82t 92,671 115,184 109,720 160,888


39,028 39,882 41,847 43,109 44,043 46,882 47,925 47,863 47,800


390,763 308,762 329,542 301,204 397,008 352,158 374,796 368,334 430,436
21.852 45,844 53,866 70,938 45,978 51,507 58,670 69,893 72,056
12.3% 22.0% 23.6% 29.5% 17.9% 19.5% 21.7% 24.9% 24.5%


(213,628) (100,796) (101,656) (60,760) (139,886) (88,046) (104,439) (87,690) (136,633)


7,218 6,573 6,376 5,216 3,499 3,544 1,103 726 840
(36,557) (33,236) (29,317) (23,794) (34,958) (27,609) (40,037) (40,005) (41,303)
(24,766) (22,630) (105,689) (3,687) (84,142) (9,643)


(267,733) (150,089) (230,286) (83,025) (255,487) (121,754) (143,373) (126,969) (177,095)


(593) 868 1,177 (794) (1,237) (684) (579) (579) (579)
0.2% (0.6)%o (0.5)% 1.0% 0.5% 0.6% 0.4% 0.5% 0.3%


(268,326) (149,221) (229,109) (83,819) (256,724) (122,438) (143,952) (127,548) (177,674)


(2,149) (2,149) (1,814) (1,634) (530) (515) (515) (515)
(755)


(5,938)
(270,475) (151,370) (231,678) (85,453) (263,192) (122,438) (144,467) (128,063) (178,189)


($1.22) ($0.60) ($0.87) ($0.32) ($0.90) ($0.40) ($0.47) ($0.41) ($0.57)
221,929 253,213 266,099 268,363 293,797 305,878 308,936 312,026 315,146


Source: Wedbush Morgan Securities, Company Reports
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Public Companies Mentioned in this Report (priced as of close 4/26/07)


COMPANY
Sirius Satellite Radio


TICKER RATING PRICE PRICE TARGET
SIRI BUY $2.96 $5


William Kidd (213) 688-6698
Jung Hwang, CPA (213) 688-4557
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ANALYST CERTIFICATION


I, William Kidd, certify that the views expressed in this report accurately reflect my personal opinion and that I have not
and will not, directly or indirectly, receive compensation or other payments in connection with my specific
recommendations or views contained in this report.


IMPORTANT DISCLOSURES


INVESTMENT RATINGS
STRONG BUY - The stock is expected to return at least 20% over the next 6-12 months.
BUY- The stock is expected to return at least 15% over the next 12 months.
HOLD -The stock is expected to return between -15% and +15% over the next 12 months.
SELL- The stock is expected to decline by at least 15% over the next 12 months.


DISTRIBUTION OF RATINGS (as of March 30, 2007)
BUY - 55% (3% of this rating category were investment banking clients within the last 12 months).
HOLD -41% (3% of this rating category were investment banking clients within the last 12 months).
SELL - 4% (0% of this rating category were investment banking clients within the last 12 months).


The analysts responsible for preparing research reports do not receive compensation based on specific investment
banking activity, The analysts receive compensation that is based upon various factors including WMS’s total revenues, a
portion of which are generated by WMS’s investment banking activities.
WMS makes a market in the securities mentioned herein.
WMS changed its rating system from (BUY/HOLD/SELL) to (STRONG BUY/BUY/HOLD/SELL) on January 5, 2006.
Additional information is available upon request.


OTHER DISCLOSURES


The information herein is based on sources that we consider reliable, but its accuracy is not guaranteed. The information contained herein is not a
representation by this corporation, nor is any recommendation made herein based on any privileged information. This information is not intended to be
nor should it be relied upon as a complete record or analysis; neither is it an offer nor a solicitation of an offer to sell or buy any security mentioned
herein. This firm, Wedbush Morgan Securities, its officers, employees, and members of their families, or any one or more of them, and its discretionary
and advisory accounts, may have a position in any security discussed herein or in related securities and may make, from time to time, purchases or
sales thereof in the open market or otherwise. The information and expressions of opinion contained herein are subject to change without further notice.
The herein mentioned securities may beom customers on a principal basis by this firm. Additional information with respect to the information contained
herein may be obtained upon request.
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WEDBUSH MORGAN SECURITIES
RESEARCH DEPARTMENT


(213) 688-4520 / (866) 855-4529


DIRECTOR OF RESEARCH
Steven B. Gerber, M.D. (213) 6884530


MANAGER, RESEARCH OPERATIONS AND BUSINESS CONDUCT
Vincent J. Moy (213) 6884528


BASIC INDUSTRIES AND BUSINESS
SERVICES
Basic Industries and Business Services
AI Kaschalk ............................. (213) 688-4539
Pedja Jovanovic ....................... (213) 688-4355


CONSUMER PRODUCTS AND SERVICES
Consumer Products
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Reducing Net to


What’s Changed
YE07E Subscriptions
FY07E Adj. EBITDA Loss


From 9.34 mm to 9.21 mm
From $158.2 mm to $201.7 mm


Conclusion: We are reducing our FY07E subscription
estimates from 9.34 mm to 9.21 mm to reflect weaker
than expected gross adds at retail which we believe
could persist through the rest of the year. We are now at
the high-end of company guidance. From a funding
perspective, we believe it will be challenging for XM to
reach CFFO positive in 2008, as it now indicates it will.
A significant swing factor will be the level of cash
generated from pre-payments, which will tend to rise or
fall with the level of overall gross additions growth. In
addition, the impact of rising Hyundai and Toyota
XM-installed radios in 2H07 will have a negative initial
impact on cash flow, as the SAC is incurred well ahead
of revenue and associated incoming cash flow.


What’s New: We are modestly raising our CPGA
estimate to $112 for the year, and shifting where this
expense is recognized from equipment subsidies to loss
on equipment sales. This change reflects the growing %
of retail subscriptions added through direct sales
channels rather than through traditional retail. We have
added roughly $24 mm of merger related expenses to
our FY07 forecast and now expect full year adjusted
EBITDA loss of $201.7 mm compared to our previous
$158.3 mm estimate. Our current retail gross additions
estimate now anticipates retail adds declining 9%-
roughly 300 bps below our previous estimate.


Implications: Retail continues to be a concern, while
OEM ramps as expected. As we again ratchet back our
long-term subscriber estimates, the fixed cost base
grows as an obstacle to reaching true positive FCF. Our
current model assumes FCF positive in 2010, although
that assumes a continued positive material contribution
of cash from deferred revenue changes. This is a
difficult working capital item to predict.


MORGAN    STANLEY    RESEARCH
NORTH    AMERICA


Morgan Stanley & Co. Incorporated Benjamin Swinburne, CFA
BenJamin.Swinbume@morganstanley corn
+1 (1)2t2 761 7527


Hunter DuBose
Hunter DuBose@morganstanley corn
+1 (1)212 761 7981


Chad Harris
Chad J.Ha rris@morgansta riley.corn
+1 (1)212 761 6754


Key Ratios and Statistics


Reuters: XMSR.O Bloomberg: XMSR US
CablelSatellite / United States of Amedca
Price target ++
Shr price, close (Apt 30, 2007) $11
Mkt cap, curt (ram) $4,090
52-Week Range $21.55-9 63


Fiscal Year (Dec) 2006 2007e 2008e 2009e


ModelWare EPS ($)* (2,27) (1,92) (t ,51 ) (0.89)
Prior ModeIWare EPS ($) (1.87) (1,46) (0,84)
PIE NM NM NM NM
Consensus EPS ($) (2,50) (1.74) (1.17) (0.71)
Oiv yld (%} 0.0 0.0 0.0 0.0
* = Please see explanation of Morgan Stanley ModelWare later in this note
e = Morgan Stanley Research estimates
++ = Stock Rating, Price Target or Estimates are not available or have been
removed due to apphc~ble law and/or Morgail Stanley pohcy.


Quarterly ModelWare EPS


2007e 2007e 2008e 2008e
Quarter 2006 Prior Current Prior Current


Q1 (0 57) - (0.39)a
Q2 (0.64) (0 49) (0.46)
Q3 (0.32) (0.41) (0 44)
Q4 (0 73) (0.61) (0.68)
e = Morgan Stanley Research estimates, a = Actual company reported data


Morgan Stanley does and seeks to do business with
companies covered in its research reports. As a result,
investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a
single factor in making their investment decision.
Customers of Morgan Stanley in the U.S. can receive
independent, third-party research on the company
covered in this report, at no cost to them, where such
research is available. Customers can access this
independent research at
www.morganstanley.com/equityresearch or can call
1-800-624-2063 to request a copy of this research.
For analyst certification and other important
disclosures, refer to the Disclosure Section.
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Morgan Stanley & Co. Incorporated ("Morgan Stanley") is currently acting as finandal advisorto Sirius Satellite Radio ("Sirius Satellite")in the announced proposed merger


with XM Satelhte Radio ("XM Satellite’). The proposed transaction is subject to the consent of Sirius Satellite shareholders, XM Satellite shareholders and other customary
closing conditions. This report and the information provided herein is not intended to (i) prowde voting advice, (ll) serve as an endorsement of the proposed transaction, or
(iii) result in the procurement, withholding or revocation of a proxy or any other action by a security holder. Sirius Satellite has agreed to pay fees to Morgan Stanley for its


financial advice, including transaction fees that are subject to the consummabon of the proposed transaction. Please refer to the notes at the end of the report.


Investment Case
Summary & Conclusions


Please see our report from February 2(~h, "Satellite Radio:
Merger, If Approved, Should Drive $4-5 Billion NPV Value," for
a detailed analysis of the proposed merger between XM and
S/RL


Changes to Our Forecast:
Following the 1Q07 results, which were broadly in-line with
expectations, we have made some modest reductions to our
forecast. In summary,


We have lowered our revenue and adjusted EBITDA
loss outlook for FY07E by roughly $20 and $40 mm to
$1.15 bn and $201.7 mm, respectively. Our revisions
primarily result from a higher G&A estimate, which
now includes an additional $24 mm of legal expenses
related to XM’s pending merger with Sirius.


Our revised subscription growth estimates assume
that retail gross additions decline ~9% YoY compared
to our previous 6% decline estimate. We now expect
XM to add 520K retail and 1.03 mm OEM net
additions and to end the year with 9.21 mm
subscriptions.


We have increased our full year ’07 CPGA estimate
from $108 to $112. Our increases relate to the
mismatch of expenses and subscriber recognition of
non-GM and Honda subscribers which have
increasingly becoming a larger % of OEM gross adds.
We have also shifted the recognition of equipment
expenses away from equipment subsidies to losses
on equipment, in-line with XM’s shift of promotional
strategies displayed in the quarter.


Solid Overall 1Q07 Results, Retail Weakness Continues
XMSR posted in-line 1Q07 results, marked by lower than
anticipated SAC and stronger than forecasted subscriber
growth from OEM. Despite encouraging growth from the OEM
channel, retail trends continue to disappoint. Retail gross
additions of 331K fell roughly 36% from 1Q6 compared to our
estimates of retail gross adds down 26% YoY. We have


trimmed our FY07 retail gross additions estimates by 60K and
now expect XMSR to end FY07 with 4.92 mm retail
subscriptions and 9.21 mm total subscriptions for the year. Our
full year subscription estimate remains at the high- end of
company guidance of 9.0- 9.2 mm.


We have slightly reduced our FY07E revenue estimate to
$1.16 bn, but now anticipate an adjusted EBITDA loss of
$201.7 mm down from our previous $158.2 mm loss
expectation. Our lowered EBITDA estimates primarily reflect
our lowered sub growth estimates and $24 mm of additional
merger related expenses that we assume for the remainder of
FY07E. Excluding the incremental merger expenses, we
forecast XMSR ending the year with a $170 mm adjusted
EBITDA loss and $326.7 mm of pre-marketing EBITDA.


Exhibit 1
XMSR Subscription & Financial Summary; FY06-
FYIOE


’06E-’10E
2006    2007E 2008E 2009E 2010E CAGR


EOP Subs 7,629 9,205 11,016 13,289 15,515 19.4%
Net Adds 1,696 1,577 1,811 2,273 2,226 7.0%
Churn 2.65% 2 90% 3.26% 3 50% 3 58% 0 93%


Modelware FCF ($866 0) ($495 1) ($165 8) ($63 5) ($3 7) NM
CFFO less Capex ($737.1) ($407.7) ($92 1) $12 4 $74 0 NM
Revenue $9334 $1,1536 $1,501.8 $1,8298 $2,2240 24 2%
EBITDA ($234 2) ($273 5) ($79 8) $4 4 $74 2 NM
Margin % -25.1% -23.7% -5 3% 0 2% 3 3% 28.4%


Source Company data, Morgan Stanley Research


Company Description
XM Satellite Radio is America’s leading satellite radio service
company, providing music, entertainment and information
programming for reception by vehicle, home and portable radios
nationwide and over the internet..


Cable/Satellite/United States of America


Industry View: Cautious


GICS Sector: Consumer Discretionary
Strategist’s Recommended Weight: 7 8%
S&P 500 Weight: 10.3%
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XM reiterated that it expects positive cash flow from
operations in full year ’08. We believe much of its ability to
reach positive CFFO depends on the level working capital in
the back half of the year. The company generated roughly $25
mm of positive working capital from deferred revenues in 1Q07
and we expect approximately $100 of positive working cap
from deferred revenues for the year. In the short term, we
believe lower SAC from more modest retail growth displayed
over the last several quarters could help drive positive CFFO.


improved Direct Sales Lowers Subsidies, but Raises
Equipment Cost
An increasing percentage of retail additions coming through
direct channels (mainly XM’s home website) has led to a shift
away from radio subsidies towards increased equipment cost
levels. This strategic change led to XM equipment cost of
$18.3 mm coming in materially ahead of our estimates for the
quarter. Due to the shift, we have increased our equipment
cost estimates by roughly $75 mm to ~ $130 mm for FY07E.


OEM Ramp Helps to Offset Weakness at Retail
As anticipated, XM subscription growth has continued to
become increasingly more dependent on the ramp of its OEM
channel. In 1Q, the channel grew approximately 20% YoY and
accounted for approximately 75% of XM’s net additions in the
quarter compared to just under 50% in 1Q06. XM has
continued to increase the number of automotive partner
agreements, while also bettering the type of installation
programs and build- in rate agreements. The company signed
new ten- year deals with both Honda and Toyota in the quarter,
while also announcing that Infiniti will begin installing XM in all
of its models under a new factory installation agreements
beginning with the ’08 model years. We also note that while
growing its OEM subs by nearly 35% YoY, it has held its
promotional OEM conversion ratios in the 51- 54% range.


We note the following points concerning the proposed
merger of XMSR and SIRh


We estimate the value of combining these two assets
at roughly $4.5-10.4 billion, on an NPV basis,
depending on the level of incremental customer
growth achieved by combining the two content
platforms under Sirius’ management. We believe the
market will discount this value, however, given the risk
the FCC does not approve the transaction. While
there is specific language in the original FCC licenses
issued to each operator prohibiting a merger, we
believe enough of the competitive dynamics in the
market has changed to warrant the FCC to take a


fresh look at the consumer impact of a potential
combination.


We believe XM and SIRI are more valuable combined
than they are independent. The most tangible
near-term value creation would come from overhead,
programming and CPGA reductions. This leads to
our base case merger value of $4.5 billion. The
near-term risk is that one or both operators do not
focus on executing their business plans while the deal
is under review, leading to further subscriber target
misses and concerns regarding funding status.


Improved sub growth from the combination of the two
satellite radio companies would likely impact current
OEM promotional conversion levels rather than drive
new OEM gross additions, we believe. This impact
would reduce the number of subscribers that
disconnect following the initial promotional period.


1Q07 Results versus Morgan Stanley Estimates
¯ 1Q07 results were broadly in line with expectations for


XMSR in the quarter. XM recorded tQ07 revenue
and an adjusted EBITDA loss of $264.1 mm and
$27.0 mm compared to our $267.9 mm and $31.4 mm
estimate.


1Q07 SAC and CPGA of $65 and $103 came in below
our $74 and $104 estimates, respectively. Most of the
SAC out-performance was driven from the shift of
equipment operating expenses from equipment
subsidies to the cost of equipment. XMSR also
modified its definition of SAC to account for negative
equipment margins.


Total subscription growth in 1Q07 came in roughly
15K ahead of our estimates. Strength from the OEM
channel was the source of the outperformance, while
retail gross additions declined approximately 35%
from 1Q06.
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Exhibit 2
1Q07 XN1SR Actuals vs Morgan Stanley Estimates
($ millions)


Gross subscnber additions (000s)
Growth %


Net subscriber additions (000s)
Aftermarket, OEM & other subscribers
OEM promotional subscribers


Rental car subscnbers


Disconnects


Ending subscribers (000s)


Aftermarket, OEM & other subscribers


OEM promotional subscribers
Rental car subscribers


Average total subscribers
Avg self-pay


Avg promotional
Avg rental car


Monthly churn (self-pay, reported)


Monthly chum (calculated on total subs)


Key revenue data:
ARPU - total (repoded)


Growth %


Total ARPU
Growth %


ARPU - aftermarket, OEM & other
ARPU - OEM promotional


ARPU - rental car


Key marketing data


SAC per gross add (SAC)
Cost per gross add (CPGA)


Fully Loaded CPGA (excL rev share)


4Q06A 4Q05A


1,065 1,377


-22.7% 48.4%


443 898


517 1,060


(59) (164)
(15) 2


622 479 0


7,629 5,933 0
7,068 5,428.4


555 460 6
5 44


7,300 5,287.7


6,655 4,633.1
599 550.8
17 42.6


1 79% 1 57%
2.84% 3 02%


$10.07     $9.85


2%         10%


$11 74    $11.17
5%          9%


$10.28 $10.21
$6.35 $5 84


$3.10 $9.64


$70 $89


$128 $141
$134 $148


Growth %


-23%


-51%
-51%


-64%
-933%


30%


29%
30%


21%


-88%


38%


44%
9%


-61%


0%
O%


2%


5%


1%
9%


-68%


-21%


-9%
-9%


4Q06 MS


1,061


-23.0%


439


327
107


5


622


7,625
6,879


721
26


7,296


6,617
641


22


1 93%


2 84%


$9.35


-5%


$10.53
-6%


$9.69
$6.15


$4.67


$64


$129
$135


Variance


4
1.2%


4


189
(166)


(20)


0


4


189


(166)
(20)


5
38


(41)
(5)


-0.14%


0 00%


$0.72


$1.21


$0 59
$0.20


$6


Source" Company data, Morgan Stanley Research
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Exhibit 3
1Q07 XMSR Actuals vs Morgan Stanley Estimates (continued)
($ mlllsons)


Revenues:
Subscriber Related
Subscription
Activation
Total Subscriber Revenues


Equipment
Advertising, Net of Commissions
Other


Total Revenues
% Change


Cost of revenue
Revenue Share & Royalties
Customer Care & Billing
Cost of Equipment
Ad Sales
Satellite & Terrestrial
Broadcast & Operations
Programming & Content


Total Cost of Revenues
Per Avg. Subscriber per month
% of Total Revenue
Gross Profit %


Research and Development
General & Administrative


Marketing Expense
Retention & Support


Subsidies & Distribution
Advertising & marketing


Marketing pre-GM Liability
Total Reported CPGA


Amortization of GM liability
Total Marketing


Fuliy Loaded CPGA
% of Revenue


Other =ncome (expense)
Operating Cash Flow (EBITDA)
Depreciation & Amort~zat~en


Operating Income (EBIT)


Pre-Marketing EBITDA
YoY Growth %


4QO6A 4QO5A Growth % 0 4Q06 MS    Variance


$220.5 $156.3
4.5 3 1


$225 0 $159.3


10.1 8 6
11.0 7.3
11.0 1.9


$257.1 $177.1
45.2% 113 1%


$43.4 $27 9
28 2 24 6
20.5 22.3
3 9 3.6


11.7 11 4
13 0 11.6
42.2 30.6


$163.0 $131.8
$7.4 $8 3


63 4% 74.4%
36 6% 25.6%


$5.8 $10 2
$196 $132


$5.7 $6.6


$73.5 $113.9 !
52 8 66 7


132.0 187.1
$128 $141


6.5 9.3
138 5 196.5


$134 $148
538% 1109%


($69.8) ($174.6)
44.0 39 0


(139.9) (213.6)


$68.6 $21.9
214% 135%


41%


45%
41%


17%
52%


480%


45%


56%


15%
-8%
7%
3%


13%
38%
24%


-10%
-11%


11%


-43%
48%


-13%


-35%
-21%


-29%
-9%


-30%
*30%


-9%
-57%


60%
13%
35%


214%


$204 5 I $16.0
41 I 03


$208.7 i $16.3


2.1 7.9
92 1.8


10.5 0.5


$230.4 $26.7
30.1% 15.1%


$45 7 S(2 3)
31.1 (2.9)


4.3 16.3
37 02


13.1 (1.3)
13.7 (0.7)
40.3 1 9


$151 8 $11.2
$6.9 $(0 1)


65.9% -2 5%
34.1% 2.5%


$8.0 (2.2)
$16.2 3 5


$5.9 (0 2)


$68 0 5 5


66.7 (13 9)


140.6 (8.7)
$129 $(1)


6.5
147.1 (8.7)
$135 S~!~


63 8% -10 0%


($92.7) $22.8
43.1 0 9


(151.9) 12.0


$54.6 $14.2
149% 65%
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Exhibit 11


XMSR Fair Market Value
($ Mil#ons Except Per Share Data)


Business Segment
XM Radio Service
PV of Tax Sawngs
Total Consolidated Asset Value


2007E 2008E 2009E 2010E
$8,508 2 $9,200 7 $9,590.1 $9,556 3


357 0 388 6 419 2 449 2
$8,868.2 $9,589.3 $10,009.3 $10,005,5


L-Band Spectrum
Worldspace shares
Canad=an Satelhte Radio
Total Estimated Asset Value


65 9 65 9 65 9 65 9
55 55 55 55


47 3 47 3 47 3 47 3
$8,983.8 $9,708.0 $’10,128.0 $10~124,1


Less
Debt
10% SeNor Sec Discount Converts due 2009
1 75% Converbble Sen=or Notes due 2009
Debt (net of in-the-money converts)


$1,578 7 Sl,568 1 $1,090.8 Sl ,OB2 5
(38 8) (49 6) 0.0 0 0


00 00 00 00
$1,539 8 $1,516 5 $1,090 8 $1,062 5


Cash
Proceeds from Warrants


$116 2 $69 3 $64 8 $169 5
38 2 38 2 38 2 38.2


Total Fair Market Value $7,598.3 $8,299.0 $9,140.2 $9,269,3


Class A Common Shares Outstanding
Series A Converbble Preferred
Sedes B Convertible Preferred
Series C Converhble Preferred
Series D Convertible Preferred
10% Senior Sec Discount Converts due 2009
7 75% Convertible Subord=nated Notes due 2006
1.75% Converbb~e Sen~or Notes due 2009
Warrants @ $3.18
Options
Totat Shares Outstanding


319 871 323.123 326.407 329 724
5 393 5 393 5 393 5 393
0 000 0 000 0,000 0 000
0 000 0.000 0 000 0 000
0 000 0.000 0 000 0 000
0 000 0.000 0 000 0 000
0 000 0 000 0 000 0 000
0 000 0.000 0 000 0 000


12 000 12 000 12 000 12 000
1 747 1 747 1 747 1.747


339.011 342 263 345 547 348 864


FMV per Share L $22.4! J $24.26 $26.45 $26.67


87 1% 102 4% 120 8% 121 8%Return from current price
Supplemental Valua#on Data


Fwd. FCF per Share
Adjusted Price / FCF
EOP Subscriber
EV I Subscnber


(so 48) (so 18) (so 01) $0 32
-47 ix -I34 3x -2529 Ox 838x
9,205 11,016 13,289 15,515


$924 $835 $722 $616


Concurrent EBITDA
EV / Concurrent EBITDA


(S273 5) ($79.8) $4 4 $742
NM NM 21843x 128 8x


Forward EBITDA
EV / Forward EBITDA


($79 8) $4 4 $74 2 $2194
-106.7x 2095 6x 129 3x 43 5x


Concurrent Unlevered Free Cash Flow
EV / Concurrent Unlevered FCF


($120.1) $1362 $163 9 $188 3
NM 676x 58 5x 50 7x


Forward Unlevered Free Cash Flow
EV / Fwd Unlevered FCF


$136 2 $163 9 $188 3 $241 1
62 5x 561x 509x 396x


Source" Company data, Morgan Stanley Research
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Exhibit 4
XiVISR Subscriber IRR Analysis


2005A 2006E 2007E 2008E 2009E 2010E 2011E 2012E 2013E 2014E 2015E
Average Subscnbers (£60’s) 4,404 6,817 8,273 10,020 12,039 14,290 16 410 18,307 19,997 21,476 22,735


Subscript=on $9 70 $10 29 $10 44 $11 21 $11 26 $11 43 $11 61 $11 91 $12 22 $12 55 $12 88
Activation 0.19 020 022 035 029 030 027 025 023 022 021
Advedis]ng 0 38 0 43 0 54 0 69 0 85 1.02 1.18 1 34 1 52 1 72 1 92
Other 0 14 0.42 0 47 0 45 0 42 0.40 0 38 0 37 0.37 0 37 0 38
Total Monthly ARPU $1041 $11,34 $11.67 $12.70 $1282 $1315 $1343 $1387 $1434 $1485 $1539


Growth % 96% 90% 29% 88% 10% 2.6% 21% 3.2% 34% 36% 36%


Satelhte & Transmission $0 80 $0 57 $0 50 $0 41 $0 35 $0 30 $0 27 $0,25 $0 24 $0 23 $0 22
Programming & Content 3.31 3 24 3.01 2 92 2.65 2 45 2 32 2 25 2 21 2 20 2 20
Customer Care & B=lling 1 44 1 27 1.19 1 14 1 09 1 05 1 02 1.04 1 07 1 09 1 12
Revenue Share & Royalt=es 1 16 1 11 1 53 1 61 1.81 I 84 1.86 1.89 1 91 1 94 1 97
Retention Marketing 0 42 0 28 0.28 0 25 0 23 0 21 0 18 0 18 0 18 0 18 0 18
Adverheing Sales 0 19 0 17 0,22 0 28 0 34 0 41 0 47 0 54 0.61 0 69 0 77
Total Direct Expenses per Sub $7.32 $6 63 $6 73 $6 62 $6 47 $6 26 $6.13 $6.15 $6 22 $6 33 $6 47


% of Total Revenue 70.3% 58 5% 57.6% 52 1% 50 5% 47 6% 45 6% 44 4% 43 4% 42 6% 42.0%


Gross Profit per Sub $3 09 $4.71 $4 94 $6 08 $6 35 $6 89 $7.30 $7.71 $8.12 $8,52 $8 92
Gross Profd Margin 29.7% 4! 5% 42 4% 47 9% 49,5% 52 4% 54 4% 55 6% 56 6% 57 4% 58 0%


General & Administrative $0 83 $0 74 $1.18 $0 70 $0 60 $0 55 $0 51 $0.48 $0.44 $0 44 $0.43
Engineering, Design & Development 0 59 0 35 0 27 0 26 0 25 0.25 0 24 0 24 0 23 0 23 0 22
Total Operating Expenses psr Sub $1.42 $1.09 $1 46 $0 £6 $0 86 $0 80 $0 75 $0 71 $0 67 $0 66 $0 65


% of Total Revenue 13 6% 9 6% 12.5% 7.6% 6 7% 6 1% 5 6% 5.1% 4 7% 4 5% 4 3%


Periodic Cash Flow Used to Derive IRR
Pre-market~ng EBITDA


EBITDA Margin %


Depreciation Exp. Per month I sub
Pre-Tax Operating income


Taxes @40%


NOPAT
Add Deprec~ahon of Capitalized Assets
After-Tax Cash Flow Before Reinvestment


Inhal Invested Capital
Expensed SAC
Tax Shield on Expensed SAC
Capdalized SAC
Fixed Investment in Network*
Total


$1.67 $3 62 $3 49 $5 12 $5 50 $6 09 $6 55 $7 00 $7.44 $7.86 $8 27
16 0% 31.9% 29.9% 40 3% 42 9% 46 3% 48 8% 50 5% 51.9% 52 9% 53 7%


(2 76) (2 06) (1 86) (1 53) (0 76) (0 62) (0 53) (0 54) (0 52) (0 48) (0.45)
(1.09) 1.56 1 62 3 59 4.74 5 47 6 02 6 46 6 92 7.38 7 82


0 44 (0 62) (0 65) (1 44) (1.£0] (2.19) (2 41) (2 58) (2.77) (2 95) (3 13)


(0.65) 0 93 0.97 2.16 2 85 3 28 3 61 3 88 4 15 4 43 4.69
2 76 2 06 1 86 1.53 0.76 0 62 0 53 0 54 0.52 0 48 0.45


$2.11 $3.00 $2.84 $3.68 $3.60 $3.90 $4.14 $4.42 $4.67 $4.91 $5.14


118 115 118 101 92 100 104 109 112 115 120
(47) (46) (47) (40) (37) (40) (42) (44) (45) (46) (48)


33 25 22 18 9 7 6 7 6 6 5
$10~ $94 $93 $79 $64 $68 $69 $72 $74 $75 $77


2005A 2006E 2007E 2008E 2009E 2010E 2011E 20t2E 2013E 20t4E 2015E
Monthly 6ubscdber Churn 2.73% 2.65% 2.90% 3.26% 3.50% 3.58% 3.57% 3.52% 3.49% 3.46% 3.44%
Li~ of Subscriber(Months) 25 26 24 21 19 19 19 19 20 20 20
Life of Network 180 180 180 180 180 180 180 180 180 180 180
Annualized Affer-TaxiRR 43.6% -18.3% -28.7% -7.6% 8.2% 11.7% 18.0% 21.2% 26.2% 31.1% 34.0%
Payback(months) 49 3t 33 21 18 17 17 16 16 15 15


After-Tax OCF per Sub per Year
Arnor[~zation of Fully Loaded CPGA
Depr Expense as Proxy for Capex
After-Tax FCF per Sub per Year


Value per Sub @ 14x After-Tax FCF
Value per Sub @ I6x After-Tax FCF
Value per Sub @ 20x After-Tax FCF


Source, Company data, Morgan Stanley Research


$25 $36 $34 $44 $43 $47 $50 $53 $56 $59 $62
(34) (32) (36) (35) (34) (38) (39) (40) (41) (42) (44)
(33) {25) (22) (18) (9) (7) (6) (7) (6) (6) (5)


($42) ($21) ($24) ($9) $0 $1 $4 $6 $8 $11 $13


NM NM NM NM $3 $19 $58 $84 $119 $152 $179
NM NM NM NM $4 $21 $66 $96 $135 $174 $205
NM NM NM NM $4 $27 $83 $121 $169 $218 $256
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Exhibit 5
XNISR Enterprise Value/EBITDA Analysis


Fully Diluted Shares
XMSR - Stock Price
Total Market Value


Trading Multiple Target Price
2007E 2008E 2009E 2007E 2008E 2009E


339.011 342.263 345.547 339.011 342.263 345.547
$11.98 $!1.98 $11.98 $25.00 $25.00 $25.00


$4,06t.4 $4,100.3 $4,139.7 $8,475.3 $8,556.6 $8,638.7


Plus:
Debt
10% Senior Sec. Discount Converts due 2009
1.75% Convertible Senior Notes due 2009
Debt (net of in-the-money converts)


$1,578.7 $1,566.1 $1,090.8 $1,578.7 $1,566.1 $1,090.8
(38.8) (49.6) 0.0 (38.8) (49.6) 0.0


0.0 0.0 0.0 0.0 0.0 0.0
$1,539 8 $1,516.5 $1,090.8 $1,539.8 $1,516 5 $1.090.8


Less:
Cash
Proceeds from Warrants


$116.2 $69.3 $64.8 $116.2 $69.3 $64.8
38.2 38 2 38.2 38.2 38.2 38.2


Other Asset~
L-Band Spectrum 65.9 65 9 65.9 65.9 65.9 65.9
WorldSpace Investment 5.5 5.5 5.5 5.5 5.5 5.5


Total Other Assets $71.4 $71.4 $71.4 $71.4 $71.4 $71.4


Enterprise Value $5,375.5 $5,438.0 $5,056.t $9,789.4 $9,894.2 $9,555.1


Concurrent EBITDA
EV I EBITDA
EV / EOP Subscriber
EV / Fwd. EOP Subscriber


FopNard EBITDA


EV I EBITDA


($273.5) ($79.8) $4.4 ($273.5) ($79.8) $4.4
(19.7x) (68.2x) 1,15t.6x (35.8x) (t24.1x) 2,t76.3x


$584 $494 $380 $1,283 $1,075 $867
$488 $409 $326 $1,063 $898 $719


($79.8) $4.4 $74.2 ($79.8) $4.4 $74.2
!67.4x) 1t238.6x 68.2x (122.7x) 2,253.6x t28.8x


Implied Subscriber Count (000’s) @
12x or $292 per Sub 18,407 18,621 17,313 33,522 33,881 32,719
16x or $389 per Sub 13,805 13,966 12,985 25,141 25,410 24,540
20x or $487 per Sub 11,044 11,173 10,388 20,113 20,328 19,632


Source Company data, Morgan Stanley Research
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RESEARCH


Exhibit 6
industry and XMSR Subscriber Summary, 2005- 2010E


2005~A 2006A 2007E 2008E 2009E 20"IOE
Industry Summary
DARS Net Subscriber Adds 4,877 4,404 3,892 3,843 5,133 4,339


% Change 77% -10% -12% -1% 34% -15%
DARS EOY Subscribers 9,250 13,653 17,545 21,389 26,521 30,861


% Change 112% 48% 29% 22% 24% 16%
Market Share
Sirius 36% 44% 48% 48% 50% 50%
XM Radio 64% 56% 52% 52% 50% 50%
XM Subscriber Breakdown
Total Net Additions 2,704 1,696 1,577 1,811 2,273 2,226
% change 45% -37% -7% 15% 26% -2%
Total XM Subscribers 5,933 7,629 9,205 11,016 13,289 15,515
% change 84% 29% 21% 20% 21% 17%


Subscriber Base
OEM Subscribers 2,301 3,223 4,262 5,474 7,094 8,735
Retad Subscnbers 3,588 4,400 4,920 5,487 6,108 6,661
Rental Car Subscribers 27 44 5 23 55 87


Net Additions
OEM Subscribers 964 922 1,039 1,212 1,620 1,641
Retail Subscnbers 1,723 812 520 567 621 553
Rental Car Subscribers 17 (38) 18 32 32


% of Base
OEM Subscribers 39% 42% 46% 50% 53% 56%
Retail Subscribers 60% 58% 53% 50% 46% 43%
Rental Car Subscribers 0% 1% 0% 0% 0% 1%


% of Net Additions
OEM Subscnbers 36% 54% 66% 67% 71% 74%
Retail Subscribers 64% 48% 33% 31% 27% 25%
Rental Car Subscribers 0% 1% -2% 1% 1% 1%


Source’ Company data, Morgan Stanley Research
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Exhibit 7
XMSR Subscriber Summary by Channel, 2005- 2010E


2005A 2006A 2007E 2008E 2009E
Total XM OEM U.S. Sales (000’s)                  I 1,890 2,240 3,108 4,475 5,725
Non GM/Honda Sales (000’s) t 80 240 567 1,457 2,085


OEM Subscribers (Assumes 3 month discount period)


2010E
6,659
2~675


BOP Subscnbers                                      1,337 2,301 3,223 4,262 5,474 7,094
Gross Additions 1,887 2,281 3,108 4,475 5,725 6,659
Non GM/Honda Gross Additions (216) (315) (445) (314) (295)
Promotional Disconnects (576) (884) (1,180) (1,877) (2,575) (3,189)
Net G ross Additions 1,310 1,180 1,612 2,154 2,835 3,175
Post-Promotion Churn (347) (258) (573) (942) (1,215) (1,534)
EOP Subscribers 2,301 3,223 4,262 5,474 7,094 8,735
Net Additions 964 922 1,039 1,212 1,620 1,641
Average Subscnbers 1,857 2,792 3,675 4,868 6,284 7,915


Post-Promotion Churn % 1.56% 0 77% 1 30% 1 50% 1.50% 1.50%
Implied OEM Total Chum % 4 14% 3 41% 3.98% 4.82% 5 03% 4.97%


Conversion Ratio 57.2% 53.4% 51 5% 50 5% 49.5% 48.5%
OEM Promotional Base 461 555 815 1,125 1,470 1,708


Retail
Total Aftermarket Subscribers
BOP Subscribers 1,865 3,588 4,400 4,920 5,487 6,108
Gross Additions 2,214 1,781 1,624 1,623 1,797 1,850
Disconnects (491) (969) (1,103) (1,056) (1,176) (1,297)
EOP Subscribers 3,588 4,400 4,920 5,487 6,108 6,661
Average Subscribers 2,554 4,019 4,595 5,204 5,797 6,384
Net Additions 1,723 812 520 567 621 553
Monthly Chum % 1.60% 2.01% 2.00% 1.70% 1 70% 1 70%


Rental Car


BOP Subscnbers 27 44 5 23 55 87
Gross Additions 29 21 42 79 117 156
Disconnects (12) (59) (25) (47) (85) (124)
EOP Subscribers 44 5 23 55 87 119
Average Subscnbers 40 31 21 39 71 103
Net Additions 17 (38) 18 32 32 32


Monthly Churn % 2 48% 22.13% 10 00% 10.00% 10.00% 10 00%
Source" Company data, Morgan Stanley Research
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Exhibit 8
OEN! Satellite Radio Additions as % of Annual Sales, 2005-2010E


2005 2006E 2007E 2008E 2009E 2010E
XMSR Satellite Radio:
Satellite Radio Additions
DAIMLER-CHRYSLER
FORD -
BMW/MINI -
MITSUBISHI -
GM 1,380.0 1,450.0 1,800.0 2,081.8 2,518.6 2,697.8
HONDA 411.2 529.9 656.7 812.9 975.3 1,127.4
AC U RA 18.8 20.1 84.0 123.7 145.6 158.4
HYUNDAI 19.9 118.8 315.2 446.1 491.8 501.6
AUDI 2.8 2.3
INFINITI 6.5 7.7 11.2 18.1 40.9 53.6
KIA
LEXUS 14.2 53.1 102.2 163.9 197.6 232.5
NISSAN 15.8 23.4 33.9 581.9 771.6 946.4
PORSCHE 1.3 3.3 5.1 7.5 10.3 13.6
SUBARU 16.3 33.3 50.9 69.3 88.3
TOYOTA 8.9 8.6 66.0 188.3 503.9 838.8
VOLKSWAGEN 10.3 6.3
Total 1,889.6 2,239.8 3,107.7 4,475.2 5,724.8 6,658.5
Growth % 213% 100% 59% 33% 28% 19%


% Sat Radio of Annual Sales
DAIMLER-CHRYSLER 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
FORD 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
BMW/MINI 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
MITSUBISHI 0.0% 0,0% 0.0% 0,0% 0.0% 0.0%
GM 31.0% 35.2% 43.2% 49.5% 59.3% 62.9%
HONDA 32.8% 41.1% 49.9% 60.6% 71.3% 80.8%
ACURA 9.0% 10.5% 42.8% 61.8% 71.3% 76.0%
HYUNDAI 4.4% 25.4% 66.0% 91.6% 99.0% 99.0%
AUDI 3.4% 2.9% 0.0% 0.0% 0.0% 0.0%
INFINITI 4.8% 6.7% 9.5% 15.0% 33.3% 42.8%
KIA 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
LEXUS 4.7% 17.6% 33.3% 52.3% 61.8% 71.3%
NISSAN 1.7% 2.6% 3.7% 61.6% 80.1% 96.3%
PORSCHE 4.0% 8.8% 13.5% 19.3% 26.0% 33.8%
SUBARU 0.0% 8.5% 17.0% 25.5% 34.0% 42.5%
TOYOTA 0.5% 0.4% 3.0% 8.4% 22.1% 36.1%
VOLKSWAGEN 5.0% 2.9% 0.0% 0.0% 0.0% 0.0%
Total 11.5% 14.3% 19.5% 27.7% 35.0% 40.1%


Source. Company data, Morgan Stanley Research
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Exhibit 9
XMSR Subscriber and Revenue Forecast, 2005- 2010E


2005A 2006A 2007E 2008E 2009E 2010E


Key subscriber data:
Gross subscriber additions (000s) 4,148.3 3,866.2 4,458.6 5,731.6 7,324.5 8,369.1


Growth % 60.9% -6.8% 15.3% 28.6% 27.8% 14.3%


Net subscriber additions (000s)
Aftermarket, OEM & other subscribers
OEM promotional subscribers
Rental car subscribers


2,703.8 1,695.6 1,576.9 1,810.7 2,272.6 2,226.0
2,627.9 1,639.6 1,299.1 1,469.3 1,895.5 1,955.7


58.6 94.5 260.2 309.5 345.1 238.3
17.3 (38.5) 17.5 32.0 32.0 32.0


Disconnects 1,444.4 2,170.6 2,881.7 3,920.9 5,051.9 6,143.1


Ending subscribers (000s)
Aftermarket, OEM & other subscribers
OEM promotional subscribers
Rental car subscribers


5,933.0 7,628.6 9,205.4 11,016.1 13,288.7 15,514.7
5,428.4 7,068 0 8,367.1 9,836.4 11,731.9 13,687.6


460.6 555.1 815 3 1,124.8 1,469.8 1,708.1
43.9 5.4 22.9 54.9 86.9 118.9


Average total subscnbers 4,404.2 6,816.7 8,273.5 10,020.2 12,038.8 14,290.4
Avg self-pay 3,785.3 6,229.8 7,651.0 9,028.3 10,689.4 12,612.0
Avg promotional 511.3 562.5 614.4 954.6 1,280.1 1,577.1
Avg rental car 39.3 32.3 20.5 37.3 69.3 101.3


Monthly churn (self-pay, reported)
Monthly churn (calculated on total subs)


1.91 % 1.72% 1.85% 1.89% 1.93% 1.95%
2.73% 2.65% 2.90% 3.26% 3.50% 3.58%


Key revenue data:
Subscription ARPU - total (reported) $9.51 $10.09 $10.22 $10.86 $10.97 $11.13


Growth % 10% 6% 1% 6% 1% 1%
Total ARPU $10.56 $11.41 $11.62 $12.49 $12.67 $12.97


Growth % 16% 8% 2% 7% 1% 2%


ARPU - affermarket, OEM & other
ARPU - OEM promotional
ARPU - rental car


$10.18 $10.45 $10.43 $11.28 $11.47 $11.69


$5.79 $6.23 $6.23 $6.23 $6.23 $6.23


$9.88 $5.87 $5.87 $5.87 $5.87 $5.87


Key marketing data:


SAC per gross add (reported SAC)
Cost per gross add (reported CPGA)


Fully Loaded CPGA (excl. rev share)


Source: Company data, Morgan Stanley Research


$64 $61 $78 $66 $61 $59
$109 $108 $112 $96 $88 $97
$118 $115 $118 $101 $92 $100
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Exhibit 10


XMSR Revenue and EBITDA, 2005- 20’10E
2005A 2006A 2007E 2008E 2009E 2010E


Revenues:
Subscriber Related
Subscription                                 $502.6 $825 6 $1,015.1 $1,306 1 $1,585.1 $1,908 7


Activation 10 1 16 2 21 6 42 2 41 8 51 6
Total Subscnber Revenues $512.7 $841 8 $1,036 6 $1,348 3 $1,626 8 $1,960 3


Equipment $18 2 $21 7 $16 3 $16 8 $19 1 $20 3
Advertising, Net of Commissions 20 1 35 3 53 9 83 0 123.1 175.6
Other 7.3 34 5 46 8 53.8 60.8 67.8


Total Revenues $568.3 $933.4 $1,153.6 $1,801.8 $1,829.8 $2,224.0
% Change 128.4% 67.2% 23.6% 30 2% 21 8% 21.5%


Cost of revenue:
Revenue Share & Royalties $93 9 $149 0 $221.0 $299 2 $389 5 $471.3
Customer Care & BIIhng 76 2 103 5 117.8 137 2 157.1 179.7


Cost of Equipment 40 7 48 9 127.4 114 6 126 9 130 6
Cost per Device $113 $103 $311 $279 $279 $279
Ad Sales 10 1 13 6 21 6 33 2 49 3 70.4


Satellite & Terrestnal 42 4 46.4 49.8 49 5 50 9 52 3


Broadcast & Operations 41.1 52.4 59 3 65 8 71 4 77 7
Programming & Content 101 0 15~ 3 170 5 180.7 183.5 187 2


Total Cost of Revenues $405 3 $568.2 $787 3 $880 2 $1,028 5 $1,169.1
Per Avg. Subscnber per month $7 67 $6.95 $7 73 $7 32 $7.12 $6 82
% of Total Revenue 72 6% 60 9% 66 5% 58.6% 56 2% 52.6%


Gross Profit % 27 4% 39.1% 33 5% 41.4% 43 8% 47 4%


Research & Development $31 2 $28 8 $27.0 $31 6 $36.6 $42 3


General & Administrative $43 9 $60 5 $117.6 $84 0 $87.0 $95 1


Marketing Expense
Retention & Support $22 3 $23 1 $28 0 $30 5 $33 0 $35 2


Per Avg Subscriber per month $0.42 $0 28 $0 28 $0 25 $0 23 $0.21
Subsidies & Distribution $264.7 $237 3 $238 5 $278 6 $340.1 $383.0


Per gross add $69 $68 $78 $66 $61 $59
Advertising & marketing 163 3 151 9 150 8 176.7 198 0 320 6


Per gross add $39 $39 $34 $31 $27 $37


Marketing pre-GM L=abd~ty $450 3 $412 4 $417 3 $485.7 $571 1 $738 6
Total Reported CPGA $109 $108 $112 $96 $88 $97


Amortizat=on of GM liab]hty 37.3 29 8 26 0 26 0 26 0 26 0
Total Marketing $487.6 $442.! $443.3 $511.8 $597.2 $764.8


Fully Loaded CPGA $118 $115 $118 $101 $92 $100
% of Revenue 87.3% 47.4% 38 4% 34.1% 32 6% 34 4%


Other income (expense)
Operating Cash Flow (EBITDA) ($409.7) ($166.2) ($201.7) ($5.8) $80.6 $152,6
YoY Growth % 31% -59% 21% -97% -1487% 89%


Margin % -73% -18% -17% 0% 4% 7%
Impairment of goodwil~
Equity Granted to Third Parties 68.0 71.8 73 9 76 2 78 5
Depreciation & Amortization 145 9 168 9 185 0 183 5 109 2 106 6


Operating Income (EBIT) (555 5) (403.1) (458 5) (263.2) (104 8) (32 5)


Pre-Marketing EBITDA $63.2 $273,4 $326.7 $577.7 $759.4 $1,001.7


YoY Growth % -249% 333% 19% 77% 31% 32%
Margin % 11% 29% 28% 38% 42% 45%


Source Company data, Morgan Stanley Research
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Exhibit 11


XMSR Annual Income Statement, 2005- 2010E
2005A 2006A 2007E 2008E 2009E       2010E


Total Revenue $558 3 $933.4 $1,153.6 $1,501.8 $1,829.8 $2,224.0


Cost of Revenue 405.3 568.2 767.3 880.2 1,028 5 1,169.1


Gross Profit $153.0 $365.2 $386.3 $621.6 $801.3 $1,054.9


Research & Development $31.2 $28 8 $27.0 $31 6 $36.6 $42.3


Marketing Expense 487.6 442.1 443.3 511 8 597.2 764.8


G&A 43.9 60.5 117.6 84.0 87.0 95 1


Total SG&A $662.6 $631.4 $587.9 $627.4 $720.7 $902.2


Stock Comp Expense $68.0 $71.8 $73.9 $76.2 $78.5


Operating Cash Flow (EBITDA) ($409.7) ($234 2) ($273.5) ($79.8) $4.4 $74.2


Margin (%) -73 4% -25 1% -23.7% -5.3% 0.2% 3.3%


Impairment of goodwill
Depreciation & Amortization 145 9 168.9 185.0 183.5 109.2 106 6


Operating Income (EBIT) ($555 5) ($403 1) ($458 5) ($263 2) ($104 8) ($32.5)


Interest income $23.6 $21.7 $10.9 $5.8 $3.5 $3.2


Interest expense (107.8) (121.3) (130.7) (128.5) (112.8) (103.9)
Equity Income (Loss) (23.2) (21.7) (100.0) (75 0) (40.0)


Other (24.6) (192 9) (4.2)
Income Before Taxes ($664.4) ($718.9) ($604.1) ($486.0) ($289.1) ($173.1)


Current Taxes
Deferred Taxes (2.3) 0.0


Total Income Taxes ($2.3) $0.0 $0.0 $0.0 $0.0 $0.0


Minority interest Expense
Extraordinary Income (Expense)
Net Income ($666.7)    ($718.9)    ($604.1)    ($486.0)    ($289.1)    ($173.1)


Preferred Dividends & Charges
8.25% Series B preferred stock dMdend


8.25% Senes B Preferred Retirement Gain (Loss)
8.25% Senes C stock dividend requirement
8.25% Series C Preferred Retirement Gain (Loss)
Total Preferred Dividends


($2.1) ($1.4) $0.0 $0.0 $0.0


($6 5) ($11 4) $0 0 $0.0 $0.0


($8.6) ($12 8) $0 0 $0.0 $0 0


Net Income to Common ($675.3)    ($731.7)    ($604.1)    ($486.0)    ($289.1)


Average Basic Shares Outstanding
Reported Basic EPS


219.6 270.6 312.8 321.5 324 8


($3.07) ($2 70) ($1 93) ($1.51) ($0.89)


Average Fully Diluted Shares Outstand}ng
Reported Fully D=luted EPS
Less: Extraordinary and Nonrecurring Items per Share
Adjusted Fully Diluted EPS


Source" Company data, Morgan Stanley Research


219.6 270.6 312.8 321 5 324.8


($3 07) ($2.70) ($1.93) ($1.51) ($0.89)


(0.07) (0.43) (0.01) 0.00 0.00


($3.01) ($2.28) ($1 92) ($1.51) ($0.89)


$0 0


$0.0


$0 0


($173.1)


328.1
($0.53)


328.1
($0 53)


0.00


($0.53)
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Exhibit 12
XMSR Annual Balance Sheet, 2005- 2010E


In $ Millions


2005A 2006A 2007E 2008E       2009E 2010E


Cash & Equivalents $711.0 $218.2 $116.2 $69.3 $64 8 $169 5


Short-term & Restricted Investments 0.0 0.0 0.0 0.0 0.0 0.0


Accounts receivable 47.2 62.3 77.0 100.2 122.1 148.4


Related party prepaid expenses 54.8 66.9 82.7 107.7 I31.2 159.5


Due from related parties 8.6 14.0 17.3 22.5 27.4 33.3


Prepaid & other 121.5 71.2 88.0 114.6 139.6 169 7


Total Current Assets $943.2 $432.7 $381.2 $414.3 $485 2 $680.4


Gross Prop., Plant, & Equip (Rpt)
Accumulated Depreciation
Systems Under Construction
Net Prop., Plant, & Equip.


$1,274.2 $1,617.4 $1,606.7 $1,202.6 $1,178.0 $1,156 3


600.5 767.8 873.8 590.7 622.3 654.2


216.5 126 0 249.0 267.7 287 4 308.6


$890.2 $975.7 $981 9 $879.6 $843.1 $810.7


Goodwill and intangibles                                  5 9 4 6 3.3 2 0 0 7 0.0


DARS License 141 3 141 4 141.4 141.4 141 4 141.4


Deferred Taxes and Other Assets 243.1 286.2 244.5 144.5 69.5 29.5


Total Assets $2,223.7 $1,840 6 $1,752.4 $1,581.9 $1,540 0 $1,682.0


Short-term debt $7.6 $14 4 $15.8 $15.7 $10 9 $10.6


Accounts payable 145 7 51.8 71 6 78 4 85.9 100 2


Accrued Expenses 154.1 147 6 203.8 223.1 244.5 271.6


Accrued XM-4 Liability 104 3 64.9 0 0 0 0 0 0 0.0


Accrued Network Optimization Expenses 0.0 0.0 0.0 0.0 0.0 0.0


Due to Related Parties 60.8 46.5 61.1 66.9 73.3 85.5


Accrued Interest 5 6 18 5 22.4 22.0 19 3 17.8


Deferred revenue & Other 370.8 437.1 546 0 710 8 866.0 999.9


Total Current Liabilities $848.9 $780.8 $920.6 $1,116.8 $1,300.0 $1,485.7


Long-term Debt $1,035.6 $1,286 2 " $1,562.9 $1,550.4 $1,079.9 $1,051.9


Other non-current habihties 258.3 171.5 171 5 171.5 171.5 171.5


Total liabilities $2,142.7 $2,238 5 $2,655.0 $2,838 8 $2,551 4 $2,709.1


Preferred Equity
Common Equity


Additional Paid-In-Capital


Accumulated Other Comprehensive Income (Loss)
Retained Earnings (Ddicit)


0.1 0.1 0.1 0.1 0.1 0.1


2.4 3.1 31 3.1 31 3.1


2,852.1 3,093.9 3,1933 3,325.1 3,8596 3,997.0


6.0 3.6 3.6 3.6 3.6 36


(2,779.6) (3,498.2) (4,102.4) (4,588 3) (4,877.5) (5,050.5)


Shareholder’s equity


Total Liabilities & Equity


source: Company data, Morgan Stanley Research


80.947 (397 6) (902.3) (1,256.6) (1,011.2) (1,046 8)


$2,223.7 $1,840.9 $1,752.7 $1,582.2 $1,540.2 $1,662.2
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Exhibit 13
XMSR Annual Cash Flow Statement, 2005-2010E


2005A 2(~06A 2007E 2008E 2069E 26t0E


Net Income ($666.7) ($718.9) ($604.1) ($486.0) ($289.1) ($173.1)
Depreciation $144.6 $167 6 $183.5 $182.0 $107.7 $105.1
Amortization $! .3 $I .3 $1.3 $1.3 $1.3 $0.7
Provision for doubtful accounts                              8.3 15.2 0,0 0.0 0,0 0.0
Interest accretion expense 45.6 0.0 0.0 0.0 0.0 0.0
Net Non-Cash Loss on Red/Cony. of Notes 25.6 122.2 0.0 0.0 0.0 0.0
Deferred Stock Based Compensation 6.0 68.0 71.8 73.9 76.2 78.5
Equity in Net Loss of Affiliates 0.5 23.2 21.7 100.0 75.0 40.0
Amortization of Deferred Financing Fees 30.2 31.2 20.0 0.0 0.0 0.0
Impairment of Goodwill 0.0 76.6 0.0 0.0 0.0 0.0
Other, Net (0.9) 0.3 0.0 0.0 0.0 0.0
Deferred Taxes 2.3 (0.0) 0.0 0.0 0.0
Gain on 9ale of assets 0.0 (4.5) 0.0 0.0 0.0 0 0
Change in Working Capital Requirements 235.3 (244.3) 87.9 116.4 112.6 95.4
CFFO ($168.0) ($462.1) ($218.0) ($12.4) $83.6 $146.7


Net maturity (purchase) of ST & Restricted Investments
Acq uis=tions/Disposals
Capital Expenditures (Addit. To PPE & Syst. Und. Cons)
Insurance Proceeds from Satellite Recovery
Other
CFFI


($1.0) $3.4 $0.0 $0.0 $0.0 $0.0


(27.0) 7.2 0.0 0.0 0.0 0.0


(179.8) (275.0) (189.7) (79.7) (71.I) (72.7)


0.0 0.0 0.0 0.0 0,0 0,0


0.0 0.0 0.0 0.0 0.0 0.0


($207.8) ($264.4) ($189.7) ($79.7) ($71.1) ($72.7)


Change in Debt
Paydown of Existing Debt
Additional Borrowings
Dividends Paid
Proceeds From Offedngs and Exercise of Stock Options
Proceeds From Preferred Offerings & Refinancings
Share Repurchase
Deferred Financing Cost & Other
CFFF


$o.o $o.o $o.o $o.o $o.o $o.o
(47.9) (527.2) 0.0 (23.4) (475.3) (28.3)
100.0 800.0 278.0 I0.8 0.0 0.0


0.0 0.0 0.0 0.0 0.0 0.0
319.6 6.4 27.6 57.8 58.4 58.9


0.0 0.0 0.0 0.0 0.0 0.0
0.0 (24.0) 0.0 0.0 400.0 0.0


(2.4) (21.5) 0.0 0.0 0.0 0.0
$369.4 $233.8 $305.7 $45.2 ($16.9) $30.7


BOP Cash Balance
Net Increase (Decrease) in Cash
EOP Cash Balance


Source: Company data, Morgan Stanley Research


$717.9 $711.0 $218.2 $116.2 $69.3 $64.8


(6.4) (492.8) (102.0) ~6.9) (4.5) 104.6


$711.5 $218.2 $116.2 $69.3 $64.8 $169.5
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Exhibit 14
XMSR Free Cash Row Forecast
($ Millions)
FYE December 31


EIBITDA
Capita] Spending
Working Capital
Taxes
Interest
Dividends
Other
Free Cash Flow (Modelware)


"No-Growth" Free Cash Flow
Net Additions (000s)
Fully Loaded CPGA


2005A 2006A 2007E 2008E 2009E
($409.7) ($234.2) ($273.5) ($79.8) $4.4


(179.8) (275.0) (189.7) (79.7) (71.1)
235.3 (244.3) 87.9 116.4 112.6


0.0 0.0 0.0 0.0 0.0
(84.2) (99.6) (119.8) (i 22,7) (109.4)


(8.6) (12.8) 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0


($446.9) ($866.0) ($495.1) ($165,8) ($83.5)


2010E
$74.2
(72.7)


95.4
0.0


(100.6)
0.0
0.0


($3.7)


CPGA related to net additions ($ mm)
"No-Growth" Free Cash Flow


2,704 1,696 1,577 1,811 2,273 2,226
$118 $115 $118 $101 $92 $100


$318.0 $195.7 $186.2 $182.9 $208.5 $223.4
($129.0) ($670.3) ($308.9) $17.1 $144.9 $219.7


Tax Effected Free Cash Flow
FCF to Equity Holders ($446.9) ($866.0) ($495.1) ($165.8) ($63.5) ($3.7)
Taxes from Tax Rate 285.8 287.6 241.7 194.4 115.6 69.2
Tax Effected FCF ($181.2) ($578.5) ($253.4) $28.6 $52.1 $65.5
Tax Effected FCF / Share ($0.55) ($1.75) ($0.73) $0.08 $0.15 $0.18


$11.98 $11.98 $11.98 $!1.96 $11.98 $11.98
($0.91) ($0.99) ($!.03) ($1.11) ($1.19) ($1.26)
$11.07 $10.99 $10.95 $10.87 $10.79 $10.72
(20.0x) (6.3x) (14.9x) 132.7x 72.9x 58.ix


Current Share Price
NOL Value per Share
Share Price Adjusted for NOL Value
Adjusted Price / Tax Effected FCF


240.7 305.8 319.9 323.1 326.4 329.7
327.8 329.8 345.5 348.9 352.2 355.5


Tradin,q Multiples
Basic Shares
Fully Diluted Shares


Free Cash Flow per Share ($1.36) ($2.63) ($! .43) ($0.48) ($0,18) ($0.01)
Earnings per Share ($3.0t) ($2.28) ($1..92) ($1.51) ($0.89) ($0.53)
"No-Growth" FCF / Share ($0.39) ($2.03) ($0.89) $0,05 $0.41 $0.62
Tax Effected FCF / Share ($0.55) ($1 75) ($0.73) $0.08 $0.15 $0.18


(8.8x) (4.6x) (8.4x) (25.2x) (66 4x)
NM NM NM NM NM


(20.0x) (6.3x) (14.9x) 132.7x 72.9x
(30.4x) (5.9x) (13.4x) 244.3x 29.1x


Price / FCF
Price / EPS
Adjusted Price / Tax Effected FCF
Price / "No-Growth" FCF / Share


Source Company data, Morgan Stanley Research


(1,146.1x)
NM


58.1x
19.4x
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XMSR Advertising Forecast


2005A 2006A 2007E 2088E 2009E 204.0E
Total Listeners
Average Subscribers (mm)
Number of Listeners per subscription


Reach Population
% of reach population listening to radio weekly


Total XM Satellite Radio Listeners
Total XM Satellite Radio Listeners x 1 M


4.4 6.8 8.3 10.0 12 0 14.3
2.3 2.3 2.3 2.3 2.3 2.3


10.1 15.7 19.0 23.0 27.7 32.9
95.2% 95.2% 95.2% 95.2% 95 2% 95.2%


9.6 14.9 18.1 21.9 26.4 31.3
9,643,526 14,925,887 18,115,589 21,940,302 26,360,135 31,290,267


Time Spent Listening
XM Satellite Radio Listening Hours per week
XM Satellite Radio Listening Quarter Hours per week
Total Quarter Hours in a week


Average Quarter Hour Persons (AQH)
AQH per channel (100)


7.2 7,4 7 6 7.8 8.0 8.2
28.7 29.5 30.4 31.3 32.1 32.8
505 505 505 505 505 505


548,200 873,090 1,091,535 1,358,868 1,678,007 2,033,783
5,482 8,731 10,915 13,589 16,780 20,338


Average Unit Rate
CPM (cost per thousand) - net of fees
x AQH per channel/1000


Average Unit Rate


$5.46 $5.46 $5.63 $5.79 $5.97 $6.15
5 9 11 14 17 20


$30 $48 $61 $79 $100 $125


Advertising Spots Sold
Music
30 Second SpotslHour
Music Channels with Advertising
Hours of Advertising per Year (18*7*52)
Total Music Advertising Spots
Inventory Sell-out Ratio


Music Spots Sold
XM Music Advertising Revenue
Shared Revenue


Net XM Music Advertising Revenue


6,552 6,552 6,552 6,552 6,552 6,552


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


$0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Talk
30 Second Spots/Hour
Talk Channels with Advertising
Hours of Advertising per Year (18*7*52)
Total Talk Advertising Spots
Inventory Sell-out Ratio


Talk Spots Sold
XM Music Advertising Revenue
Shared Revenue


Net XlVl Music Advertising Revenue


[Total XM Advertising Revenue
Growth %
% of Revenue


Source: Cor~pany data, Morgan Stanley Research


20 20 20 20 20 20
67 67 67 67 67 67


6,552 6,552 6,552 6,552 5,552 6,552
6,355,440 8,779,680 8,779,680 8,779,680 8,779,680 8,779,680


20% 16% 20% 24% 28% 32%
1,271,088 1,404,749 1,755,936 2,107,123 2,458,310 2,809,498


$38.1 $67.0 $107.8 $165.9 $246.2 $351.2
(19.0) (33.5) (53 9) (83,0) (123.1) (175.6)
$19.0 $33.5 $53.9 $83.0 $123.1 $175.6


J $19.0
124%


3%


$33.5 $53.9 $83.0 $123.1 $t75.6
76% 6"1% 54% 48% 43%
4% 5% 6% 7% 8%
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Exhibit 16
XMSR Ownership
XM Satellite Radio - Diluted Share Count


Outstanding Book Value Convert@ Pto~eds F.D. Shares Treasury
Class A Common Stock 505,781,515
Class B Common Stock -- 1 0x --
Restncted Stock Units 260
Common Stock Outstanding 306,04t,515
Options to purchase Common Stock                                 4,094,125 $1537 out of money 14,68S,161
Warfares- GM 10,000,000 $3 18 31,8~3,000 12,000,000 9.345,576
10% Sem0r Sec~ Discount Co~veds due 2009 $34,294,56~ $3 28 10,455.660
175% Convertible Semor Notes due 2009 $400,000,000 $5000 8,000,000
Series A Converhbie Preferred Stock 5,393,252
825% Se~es S Converilble Preferred Stock =174,289 -- 125X 5~2,861
Dduted Share Count 357,169,~50


XM Satellite Radio -- Diluted Ownership                                                                             .
Common Stock Preferreds Convertible
Class A Class B Options Series A Series e Notes RSUs Warrants


Source" Company data, Morgan Stanley Research


Diluted
Shares


6.(~88,702
8,329,877


5,843.386


27,357,272
22,500.042


273 806 848
357,169,450


Ownership


23%
07%


16%


77%
63%


1000%


Exhibit 17
XlViSR Quarterly Subscriber Forecast, 2006E- 2007E


IQ06A 2Q06A 3Q06A 4Q06/~
Industry Summary
DARS Net Subscnber Adds 1,330 998 727 1,347


% Change 57% -1% -26% -34°~
DARS EO¥ Subscribers 10,580 11,578 12,305 13,653
% Change 103% 86% 71% 48°~


Market Share
Sirius 39% 40% 42% 44°/~
XM Radio 61% 60% 58% 56°A
XM Subscriber Breakdown
Total Net Additions 569 398 286 443
% change 5% -39% -54% -51%
Total XM Subscribers 6,502 6,900 7,186 7,629
% change 72% 56% 43% 29%


Subscriber Base
OEM Subscribers 2,573 2,798 3,036 3 223
Retail Subscribers 3,892 4,060 4,129 4,400
Rental Car Subscribers 37 42 21 5


Net Additions
OEM Subscribers 272 225 239 187
Retail Subscribers 304 168 69 271
Rental Car Subscribers (7) 5 (21) (15)


% of Base
OEM Subscribers 40% 41% 42% 42%
Retad Subscribers 60% 59% 57% 58%
Rental Car Subscribers 1% 1% 0% 0%


% of Net Additions
OEM Subscribers 48% 56% 83% 42%
Retail Subscribers 53% 42% 24% 61%
Rental Car Subscribers -1% 1% -7% -3%


Source" Company data, Morgan Stanley Research


2006A


4,403
-10%


13,653
48%


44%
56%


1,696
89%


7,629
29%


3,223
4,400


5


922
812
(38


42°,{
58%


0o,{


54°,{
48o~


1Q07A


983
-26%


14,636
38%


46%
54%


285
-50%


7,914
22%


2Q07E


938
-6%


15,574
35%


47%
53%


292
-27%


8,206
19%


3Q07E


899
24%


16,473
34%


48%
52%


421
47%


8,627
20%


4Q07E


1,353
o%!


17,826
31%


48%
52%


578
31%


9,205
21%


3 431
4,460


23


3,602
4,580


23


3,924
4,680


23


4 262
4,920


23


207
60
18


172
120


321
100


338
240


43%
56%


O%


44%
56%


O%


45%
54%
0%


46%
53%


O%


73%
21%
6%


59%
41%
0%


76%
24%
0%


59%
41%


O%


2007E


4,173
-5%


17,826
31%


48%
52%


1,577
256%


9,205
21%


4,262
4,920


23


1,039
526
18


46%
53%


O%


66%
33%
1%
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Exhibit 18
XMSR Quarterly Subscriber Summary by Channel,


1Q06A 2Q06A
Total XM OEM U.S. Sales (0O8’s) 486 508
Non GMI Honda Sales (000’s) 12


OEM Subscribers (Assumes 3 month discount period)


2006E-2O07E
3Q06A 4Q06A


622 664
72 156


BOP Subscnbers                                     2,301 2,573 2,798 3,036
Gross Additions 486 508 622 664
Non GM/Honda Gross Additions (72) (144)
Promotional Disconnects (197) (197) (232) (258)
Net Gross Add~t=ons 289 312 318 262
Post-Promotion Churn (17) (87) (80) (75)
EOP Subscribers 2,573 2,798 3,036 3,223
Net Add~t=ons 272 225 239 187
Average Subscribers 2,437 2,685 2,917 3,I30


Post-Promotion Churn % 0 23% 1 08% 0 91% 0 80%
Implted OEM Total Churn % 2 93% 3 52% 3 56% 3 55%


Conversion Ratio 54 3% 54.5% 52 2% 52 4%
OEM Promotional Sase 548 573 614 555


Retail
Total Aftermarket Subscribers
BOP Subscribers 3,588 3,892 4,060 4,129
Gross Add=t=ons 516 409 316 540
Disconnects (213) (240) (247) (270]
EOP Subscnbers 3,892 4,060 4,129 4,400
Average Subscribers 3,740 3.976 4,095 4,264
Net Additions 304 168 69 271
Monthly Churn % 1.90% 2.02% 2 01% 2.14%


Rental Car


BOP Subscnbers 44 37 42 21
Gross Additions 5 9 2 4 1
Disconnects (12) (5) (23) (19)I
EOP Subscnbers 37 42 21 5 i
Average Subscnbers 41 40 31 13 ’
Net Addit=ons (7) 5 (21) (15)


Monthly Churn % 9 52% 4 00% 25 0% 50 0%


Source: Company data, Morgan Stanley Research


2006A 1Q07A 2Q07E 3Q07E 4Q07E
2,281 617 746 839 90~


240 113 125 142 187


2,301
2,281


(216)
(884)


1,180
(258)


3,223
922


2,792
0 77%
3 41%


53 4%
555


3,588
1,781
(969)


4,400
4,019


812
2 02%


44
21
(59)
5


31
(38)


22 1%


3,223
617


(101)
(197)
318


(111)
3,431


207
3,327
1.11%
3 09%


51 5%
565


4,400
331


(271)
4,460
4,430


60
2 04%


5
22
(4)


23
14
18


10 0%


3,431
746


(113)
(322)
311


(139)
3,602


172
3,517
1 30%
4 37%


51 5%
534


4,460
391


(271)
4,580
4,520


120
2 00%


23
7
(7)


23
23


10 0%


3,602
839
(70)


(200)
470


(149)
3,924


321
3,763
1 30%
397%


51 5%
686


4,580
378


(278)
4,680
4,630


100
2 00%


23
7
(7)
23
23


10 0%


2007E
3,108


567


3,924 3,223
908 3,108
(31) (315)


(362) (1,180)
513 1,612


(174) (573)
4,262 4,262


338 1,039
4,093 3,675
1 40% 1 30%
4 37% 3 98%


51 5% 51.5%
815 815


4,680 4,4000
524 1,624


(284) (1,103)
4,920 4,920
4,800 4,595


240 520
2 00% 2.01%


23 5
7 42
(7] (25)


23 23
23 21


18
100% 100%
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Exhibit 19
XMSR Quarterly Subscriber & Revenue Forecast, 2006E- 2007E


1Q06A 2Q06A 3Q06A 4Q06A 2006E
Revenues:
Subscriber Related
Subscnpt=on                              $188.1 $202 2 $214.8 $220 5 $825 6
Act=vat,on 3 6 3 9 4 2 4.5 16 2
Total Subscnber Revenues $191 7 $206.1 $219 0 $225 0 $841 8


Equipment 3 6 4 9 3 2 10 1 21.7
Advertising, Net of Commissions 6 5 9 0 8 8 11.0 35.3
Other 6 2 7 9 9 5 11.0 34.5


Total Revenues $208.0 $227.9 $240.4 $257.1 $933.4
% Change 102 8% 81 6% 57 0% 45 2% 67.2%


1Q07A 2Q07E 3Q07E 4Q07E


$236 5 $247.8 $260 4 $270 4
47 52 55 61


$241 1 $253 0 $265.9 $276 6


53 45 2.6 39
7 5 13.0 15 0 18.4


102 11 2 12.2 132
$264.1 $281.7 $295.7 $312.1
27 0% 23.6% 23 0% 2"1.4%


Cost of revenue:
Revenue Share & Royalties $34 3 $37 9 $33.4 $43.4 $149.0
Customer Care & B~lhng 22 4 26.1 26 8 28.2 103.5
Cost of Equipment 8 0 10 3 10 2 20 5 48 9
Cost per Device $123 $108 $159 $82 $103
Ad Sales 2 9 3 9 2 8 3.9 13 6
Satell=te & Terrestrial 12 6 11 1 11 0 11.7 46.4
Broadcast & Operations 13 7 13 0 12 7 13 0 52.4
Programm=ng & Content 35 8 40 1 36 2 42 2 154 3


Total Cost of Revenues $129 6 $142 4 $133.1 $163 0 $568.2
Per Avg. Subscriber per month $6 9 $7 1 $6 3 $7 4 $6 9
% of Total Revenue 62 3% 62 5% 55 4% 63 4% 60.9%


Gross Profit % 37 7% 37 5% 44 6% 36.6% 39.1%


Research & Development $9 5 6.7 6 7 5 8 $28 8
General & Adm~n=strative $12 6 $12.7 $15 7 $19 6 $60.5


Marketing Expense
Retention & Support $6.4 $5.7 $5 3 $5 7 $23 1
Per Avg Subscriber per month $0 34 $0 29 $0.25 $0 26 $0 28


Subsidies & Distribution $55.5 $61.1 $47.3 $73.5 $237 3
Per gross add $59 $72 $63 $79 $61


Advertising & marketing 33 9 37 7 27 5 52 8 151 9
Per gross add $34 $41 $32 ~ $39


Marketing pre-GM Dab~l~ty 95.8 104 5 80 1 132 0 412.4
Total Reported CPGA $93 $112 $94 $128 $108


Amortizat=on of GM ]iab~l}ty 9 3 7.4 6.5 6.5 29.8
Total Marketing 105 1 112.0 86.6 138 5 442.1


Fulty Loaded CPGA $102 $t 20 $102 $134 $115
% of Revenue 50 6% 49 1% 36 0% 53 8% 47 4%


Other income (expense)


$47.4 $53 0 $57.0 $63 5
27 5 28 7 30 0 31 6
18.3 27 7 32.6 48 9


$311 $311 $311 $3tl
3 0 5 2 6.0 7.4


134 11 9 11 8 12.7
15.3 13 9 14 6 15.4
41.8 z~4 7 39.3 44 7


$166.7 $185.1 $191.3 $224 3
$7.2 $7 7 $7.6 $8.4


63.1% 65 7% 64 7% 71 9%
36 9% 34 3% 35 3% 28 1%


$5 6 $6 0 $7.0 $8.4
$28 1 $29 0 $30 0 $30.5


$7.9 $6.9 $6.3 $6 9
$0 34 $0 29 $0 25 $0 26
$43 6 $53 5 $61 2 $80 3


$65 $74 $79 $89
32 8 37 7 27 5 52.8
$38 $37 $24 $38


84.3 98.0 949     140.0
$103 $111 $103 $127


65 6.5 65 65
908 1045 101 4 1465


$110 $117 $108 $131
34 4% 37.1% 34 3% 46 9°/~


Operating Cash Flow (EBITDA) ($48,9) ($45.9} ($1.6) ($69.8)
YoY Growth %
Margin %


Impairment of goodwill
Equ=ty Granted to Third Parties 12 1 13 9 16.0 26 0
Depreciation & Amorl=zat~on 39 9 41.8 43 I 44 0
Operating Income (EBIT) (100 8) (101 7) (60 8) (139 9)


Pre-Marketing EBITDA $51.4 $64.0 $85.5 $72.6
YoY Growth % 831% 718% 262% 177%
Marg=n % 25% 28% 36% 28%


Source Company data, Morgan Stanley Research


($166.2)i


68 0
168 9


(403.1)


$273.4
333%
29~


($27.0) ($43.0) ($34.0) ($97.6)


14 1 14 3 16 5 26 8
46 9 46 0 46 0 46 0


(88 0) (103 4) (96 6) (170 5)


$70.2 $78,2 $90.9 $87.3
37% 22% 6% 20%
27% 28% 31% 28%


2007E


$1,015 1
21 6


$1,036 6


163
53.9
468


$1,153.6
23 6%


$221.0
117.8
127.4
$311
21 6
49.8
59.3


170 5
$767.3


$7 7
66.5%
33.5~


$27.0
$117.6


$28 0
$0.28


$238 5
$53


150.8
,,~34


417 3
$112


26 0
443.3
$118


38.4~


($201.7


71.8
185 0


(458 5


$326,7
19~


28~
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Exhibit 20
XMSR Quarterly ~ncome Statement, 2005-2006E


IQ06A    2Q06A    3QO6A 4Q06A
Total Revenue $208 0 $227 9 $240 4 $257 1
Cost of Revenue $129.6 142.4 133.1 163.0
Gross Profit $78 4 $85.5 $107 3     $941


IQ07A 2Q07E 3Q07E         4Q07E


$264 1 $281.7 $295.7 $312.1


166 7 185.1 191 3 224.3


$97.5 $96.5 $104 4 $87.8


Research & Development $9.5 $6.7 $6.7 $5 8
Marketing Expense $105.1 112 0 86.6 138 5
G&A $12.6 12.7 15.7 19.6
Total 8G&A $127.2 $131.4 $108.9 $t63.9


$5.6 $6.0 $7.0 $8 4
90 8 104.5 101.4 146 5
28.1 29.0 30.0 30 5


$124.8 $139.8 $t38.4 $188.4


Stock Comp Expense $12.1 $13.9 $16.0 $26.0 $14.1 $14.3 $16.5 $26.8


Operating Cash Flow (EBITDA) ($60.9)    ($59 8)    ($17 7)    ($95.8)
Margin (%) -29.3%    -26 2% -7 3% -37 3%


($41.2) ($57.3) ($50 5) ($124.4)
-15.6% -20.4% -17 1% -39 9%


Impairment of goodwill
Depreciation & Amortization 39.9 41.8 43 1 44 0
Operating Income (EBIT) ($100 8) ($101.7) ($60 8) ($139 9)


46.9       46.0       46.0       46.0


($88.0) ($103.4) ($96 6) ($170.5)


Interest income 6.6 6.4 5.2 3.5


Interest expense (33.2) (29.3) (23 8) (35.0)


Equity Income (Loss) (8.9) (4 2) (4.9) (5 3)


Other (13.7) (101.5) 1.2 (78.9)


Income Before Taxes ($150,1) ($230.3) ($83.0) ($255 5)


3.5 2 5 2.5 2.5
(27 6) (34.4) (34.4) (34.4)
(5 4) (5.4) (5.4) (5 4)
(4.2)


($121 8) ($140.7) ($133.9) ($207.8)


Current Taxes
Deferred Taxes


Total Income Taxes
0.9 1.2 (0.8) (1.2) (0 7) 0.2 0.2 0 2


$0 9 $1.2 ($0.8) ($1,2) ($0.7) $0 2 $0 2 $0 2


Minority Interest Expense
Extraordinary Income (Expense)
Net Income ($149.2) ($229.1) ($83.8) ($266.7) ($t22.4) ($140,5) ($133.7) ($207.6}


Preferred D~vidends & Charges
8 25% Series B preferred stock d=v=dend


8 25% Series B Preferred Retirement Gain (Loss)
8,25% Series C stock dividend requirement
8.25% Series C PreferTed Retirement Gain (Loss)
Total Preferred Diwdends


($0,5) ($0.8) $o.4 ($0.5) $0 0 $0.0 $0.0 $0 0


($1.6) ($1.8) ($2 1) ($5 9) $0 0 $0 0 $0.0 $0.0


($2.1) ($2 6) ($1.6) ($6.5) $0.0 $0.0 $0.0 $0.0


Net Income to Common ($151.4) ($231.7) ($85.5) ($263.2) ($t22.4) ($t40.5) ($133.7) ($207.6)


Average Basic Shares Outstanding
Reported Basic EPS


253.2 266.1 268.4 293.8 305.9 305,8 305,8 305.8
($0.60) ($0.87) ($0.32) ($0.90) ($0 40) ($0 46) ($0.44) ($0 68)


Average Fully Diluted Shares Outstanding
Reported Fully Diluted EPS
Less: Extraordinary and Nonrecurnng Items per Share
Adjusted Fully Diluted EPS
Source: Company data, Morgan Stanley Research


253 2 266 1 268 4 293 8 305.9 305.8 305.8 305.8
($0.60) ($0.87) ($0 32) ($0.90) ($0.40) ($0 46) ($0.44) ($0 68)


(0.03) (0.23) 0 00 (0.16) (0.01) 0.00 0.00 0.00
($0.57) ($0 64) ($0.32) ($0 73) ($0 39) ($0 46) ($0.44) ($0 68)


22









































































































SX Exhibit 223 RP


May1,2007


Rating Information
Opinion OUTPERFORM
Suitability/Risk Speculative
Price Target (12 mo) $4.50
Upside to Price Target 57%
LT EPS Growth Rate 11%


Market Data
Price $2.87
52-Wk High $5.01
52-Wk Low $2.72
Market Cap (mil) $4,182
Enterprise Value (mil) $6,470
Shares Outstanding (mil) 1,457
Insider Ownership 11%
Institutional Ownership 25%
Average Daily Volume 43,649,356


Financial / Valuation
Return on Equity (LTM) NM
LT Debt/Capital NM
EV/EBITDA (LTM) NM
Price/Sales (LTM) 6.4x
Price/Book NM
Dividend $0.00
Dividend Yield Nil


Analyst(s)


James C. Goss, CFA
(312) 634-6355
jcg@brai.com
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NOTE: Please refer to the end of this
report for important disclosures.


Progress Report


Sirius Satellite Radio Inc. (SIRI-NASDAQ)
Raising Rating to OUTPERFORM with a $4.50 Price Target


Investment Highlights


We are raising our rating on SIRI to OUTPERFORM from MARKET PERFORM
and establishing a $4.50 price target. The first quarter was better than we
expected in terms of subscriber growth and we now feel the year-end targets for
revenues and subscriber additions are achievable, if not conservative.


Our downgrade on March 5 was premised on two key elements. First, we were
scaling back some growth assumptions and did not see substantial near-term
catalysts. Second, we felt the stock prices of the satellite radio companies, to
some extent, reflected the proposed merger, although this seemed to be a larger
factor for XM Satellite Radio immediately after announcement of the deal.


Specifically, with regard to subscriber growth, we were concerned that some of the
potential customers considering purchase of a satellite radio might be put off by a
potential Beta versus VHS decision despite assurances by both companies that
no radio or service would face near-term obsolescence. We felt the first measure
of this concern would be the first quarter report. While XM’s subscriber growth
lagged our expectations, the Sirius number came in well ahead of our estimates.
At this point, Sirius is targeting year-end 2007 subscriber count at more than 8.0
million, versus 9.0 million to 9.2 million for XM. Also, the revenue targets for both
companies for 2007 are around $1.0 billion, with XM slightly above and Sirius
slightly below. Sirius will have largely closed the lead XM has long held.


Over the past couple of months, both stocks have slid, largely giving up the
merger premium, in our view. Since early March, when we downgraded SIRI, both
stocks have declined by roughly 15% to 20%. At current levels, we feel
expectations of approval of a merger are much lower than was originally the case.
While we still feel a reasonable case can be made in favor of a merger, we are not
necessarily counting on it and would not view the absence of a merger as a death
sentence in fundamental terms for either company. From an investor standpoint, a
merger would likely be a plus but absence of a merger should not push the stocks
lower. Purchase of SIRI at current levels provides a low-risk call on the merger.
SIRI is currently trading around a 3-year low despite a much stronger operational
and financial position plus better defined upside. We feel it warrants another look.


Revenue ($ mil)(est, in bold) EPS ($)(est. in bold)
FY: Dec 2005 2006 200._._Z7 2005 2006 2007
Q1 43.2 126.7 204.0 -0.15 -0.33 -0.10
Q2 52.2 150.1 226.0 -0.13 -0.17 -0.08
Q3 66.8 167.1 247,3 -0.14 -0.12 -0,07
Q4 80.0 193.4 282,8 -0.23 -0.17 -0.12
Full Year 242.2 637.3 960.1 -0.6’5 -0.79 ~0.37


Growth Rate 262.3% 163.1% 50.7% NM NM NM


Price/Sales 17.3x 6.6x 4.4x P/E NM NM NM


161 North Clark Street, Suite 2950 ¯ Chicago, Illinois 60601 ¯ (312) 634-6000 ¯ Trading (800) 233-6205
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Surprisingly Solid Quarter for Subscriber Growth


Sirius had 988,000 gross subscriber additions in the first quarter and 556,000 net
additions. Our estimate had assumed about 219,000 net additions en route to a year-end
2007 subscriber target of 8,135,000. Importantly, while retail subscribers continue to
increase (Sirius took a 74% share in the quarter), the OEM category is becoming a much
more significant business as well.


We had expected the pace of subscriber growth to decelerate as a result of some slowing
momentum in the industry overall plus the concerns that might surface as to timing of a
satellite radio purchase with a deal on the table. Therefore, the numbers exceeded our
expectations and raise the issue of whether our full-year numbers could prove
conservative.


We have not materially modified our year-end subscriber count target. It had been
8,135,000 and is now 8,243,000. Management reaffirmed its guidance for a year-end
subscriber count figure of "more than 8 million". However, achievement of our new target
implies substantially lower growth increments than Sirius posted last year and that we
had been assuming for this year given the first quarter’s better-than-expected
performance.


Revenue and Expense Items


Management noted that revenues should approach $1 billion for the year 2007. Our
current estimate is $960 million, slightly lower than our previous $980 million estimate
due principally to a more conservative assumption for ad revenues. Therefore, upside
potentially exists in our revenue estimate relative to management guidance.


On the cost and expense side, the "Programming and Content" category was divided into
two components, one carrying the former title and the other labeled "Revenue Share and
Royalty". The objective with this move was to separate the variable component from the
programming dollars. Sirius seems intent on demonstrating that programming costs are
under control and are very leveragable as the subscriber base grows.


SAC per gross addition came in as expected, but the aggregate dollar amount naturally
exceeded our estimate since the base of subscriber additions was higher than we had
estimated. Other marketing expenses were well controlled. Also, R&D outlays are
beginning to moderate.


Management was asked during the conference call whether its expectation for a $3 billion
revenue achievement in 2010 was still in sight. Mr. Karmazin responded that, while Sirius
was not reaffirming any guidance other than the specific 2007 items, he did not feel
significant changes had occurred that would derail their achieving other objectives. Our
estimates suggest $3 billion might prove to be an aggressive target for 2010 or 2011.
However, we do feel the numbers will be getting close to that level by that timeframe.


Opinion


To reaffirm the discussion on the front page of this report, we are upgrading our rating on
SIRI to OUTPERFORM. We are using a target price of $4.50, based on the year-end
value that would still leave 20% annual upside through the end of our projection model in
2011. We feel Sirius is determined to manage its business with a mix of aggressive
growth on the subscriber side coupled with operational and financial discipline that has
not always characterized the satellite radio business in its early days.


Sirius Satellite Radio, Inc. 2
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Some Thoughts on the Potential Merger


Should the merger be approved, we do not foresee an immediate panacea. It will likely
take at least a decade to rationalize the satellite cost structure. While some program and
staffing cost savings may result, certain programming cost obligations could actually
increase with a larger subscriber base. However, greater choice in terms of a menu of
programming options at various pricing tiers would likely prove attractive to many.
Eliminations of confusion over which to take when exploring retail and OEM options
would also be satisfactory in the long run for many consumers.


The risk often raised is whether incentives to innovate would continue to exist in the
absence of a satellite radio competitor. We feel looming potential inroads by HD Radio,
WiFi and WiMax-enabled Internet radio will add to the existing forceful presence of
traditional AM and FM broadcasting. A subscriber to satellite radio does not lose the
option of listening to his or her favorite AM or FM stations or, for that matter, an iPod or a
CD. Satellite radio is an additive option, much like HBO is to a cable or DBS subscriber.


NAB Chairman David Rehr recently made the point to FCC Commissioner Copps at the
Las Vegas NAB Conference that satellite radio competes with traditional radio on a
national basis but that local stations can only hope to compete on a local basis. Let’s
examine this notion.


If XM and Sirius together scale up to 17 million subscribers (8 million plus 9 million) by
year-end 2007, let us further assume the listener base is more like 25 million, how does
that break down on a local market basis? Since the satellite radio subscribers can be
assumed to be spread out on a pro rata basis around the country and by demographic
group, one would reasonably assume that a market with 1% of the country would have
1% of the satellite radio listeners. This would imply that a DMA like Portland, Oregon,
with 1,117,990 TV Households, a metro area population approaching 3 million and a
national reach of about 1% would command roughly 250,000 satellite listeners.


Each of the listeners has well over 100 choices but even if we grouped those choices into
perhaps 10 genres, the number of potential listeners per genre would be about 25,000.
This would still represent a fraction of the audience of the leading terrestrial radio station
in a genre, much less the entire group. This would assume all of those satellite
subscribers are actually listening at all times, which is obviously not the case. Satellite
radio serves niches and competes on the fringe, but it is a primarily subscription service
that does not currently take away enough listeners in a given market to materially affect
the economic proposition of terrestrial radio broadcasters, in our view.


Business Description: Sirius Satellite Radio Inc. is a satellite radio provider in the
United States. The Company offers over 130 channels to its subscribers, 69 channels of
100% commercial-free music and 65 channels of sports, news, talk, entertainment, traffic,
weather and data content. Its primary source of revenue is subscription fees, with most of
its customers subscribing to Sirius on either an annual or a monthly basis. Sirius currently
has roughly 6.6 million subscribers. In addition, it derives revenue from activation fees,
the sale of advertising on its non-music channels, and the direct sale of Sirius radios and
accessories. On February 19, 2007, the Company and XM Radio entered into an
Agreement and Plan of Merger, pursuant to which the Company and XM Radio will
combine its businesses through a merger of XM Radio and a newly formed, wholly
owned subsidiary of the Company.


Sirius Satellite Radio, Inc. 3
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Subscribers
Net Add~bons


Revenues
Subscriber Revenue
Advertising Revenue
Equipment Revenue
Other Revenue


Total Revenues


Operating Expenses
Cost of Services


Satellite & transmission
Programming & content
Customer service and billing
Cost of eqmpment


Total Cost of Services


Gross Margin
Gross Margin Ratio


Marketing Expense
Subscriber Acquisition Costs (SAC)
General & administrat=ve
Research & development
Depreciation and amort~zahon
Non-cash stock compensatmn expense (benefit)
Howard Stern stock issuance
Total Operating expenses including cost of servic


Operating Income (Loss)


Interest income
interest expense
Debt Restructuring and Other income (expense)


Pretax Income (Loss)
Taxes


Net income
Preferred Diwdends


Net For Common


Sirius Satellite Radio Inc.
Annual Income Statement
($000 Except Per Share Items)


QI/07A Q2107E Q3107E Q4/07E


6,581.045 6,981.678 7,496.140 8,242.700
556.490 425.551 318.387 683.672


-27%                      -29%                      -28%                      -24%
190,796        209,569         226,983         245,567


6,721 8,178 10,913 14,236
4,671 6,!92 7,158 20,539
1,849 2,034 2,237 2,461


204,037 225,974 247,291 282,803


22% 24% 26% 28%


2007E


8,242.700
1,984.099


872,916
40,048
38,560


8,581


Basic Shares Outstanding
Dduted Shares Outstanding


Basic Earnings Per Share
Diluted EPS Calculation


960,105


(7,986) (8,146) (8,309) (8,475) (32,915)
(87,132) (89,638) (92,377) (95,282) (364,429)
(21,853) (23,396) (24,974) (27,149) (97,372)
(9,292) (12,384) (14,316) (41,078) (77,070)


(126,263) (133,563) (139,976) (171,984) (571,786)


77,774 92,411 107,315 110,819 388,319
38.1% 40.9% 43.4% 39.2% 40.4%


102,800
(38,162) (43,886) (46,081) (80,641) (208,770);


(100,117) (83,838) (69,403) (114,445) (367,803)
(35,343) (35,520) (35,697) (36,411) (142,971)
(12,4 ! 1 ) (15,609) (17,210) (16,810) (62,040)
(26,786) (26,786) (26,786) (26,786) (107,144)


0 0 0 0 0
0 0


(212,819) (205,638) (195,177) (275,094) (888,728)


(135,045) (113,228) (87,862) (164,274) (500,409


6,042 6,063 6,063 6,063 24,231
(15,192) (15,157) (15,157) (15,157) (60,664)


5 0 0 0 5


(144,190) (122,322) (96,956) (173,369) (536,838)
(555) (500) (5O0) (500) (2,055)


(144,745)     (122,822)     (97,456)     (173,869)     (538,893)
0          0          0          0          0


(144,745) (122,822) (97,456) (173,869) (538,893)


1,457,011 1,457,011
1,877,011 1,877,011


Diluted EPS


EBITDA
EBITDA Per Share


SAC (~ per ~ncremental sub)
Subscrbers


Retad
OEM
Hertz


Total Subscribers at end of Period
Average Monthly Subscribers


Gross Additions
Deactivations
Net Additions
Churn (Deachvat~ons%ofAvg Monthly Subs)
ARPU (Excluding Hertz)


1,457,011
1,877,011


1,457,011
1,877,011


1,457,011
1,877,011


(0.10) (0.08) (0.07) (0.12) (0.37)
(0.08) (0.07) (0.05) (0.09) (0.29)


(0.10) (0.08) (0.07) (0.12) (0.37)


(108,254) (86,442) (61,076) (137,488) (393,260)
(0.06) (0.05) (0.03) (0.07) (0.21)


104 110 100 95 95
-4.9%
4,235 4,404 4,536 4,990 4,990
2,324 2,556 2,939 3,233 3,233


23 21 20 19 19
6,581 6,982 7,496 8,243 8,243
6,303 6,781 7,239 7,869 7,048


988 855 754 1,272 3,870
432 430 436 588 1,886
556 426 318 684 1,984


2.2% 2.1% 2.0% 2.5% 2.2%
10.10 10.25 10.40 10.35
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Sirius Satellite Radio, Inc.
SIRI - NASDAQ
FY: Dec


YR/YR


TOTAL REV EBITDA


REVS CHG INC


$ % $


FINANCIAL DATA
mllhons, except per share data)


F03A 12.9 1499 0 (74.2)


2004-1QA 9.3 484.0 (87.8)
2QA 13.2 538.2 (104 5)
3QA 19.1 3489 (124.3)
4QA 25 2 409.4 (137.6)


F04A 66.9 419 4 (454,2)


2005-1QA 43 2 365.1 (127.0)
2QA 52.2 294.5 (108 8)
3QA 66 8 249,6 (112.3)
4QA 80.0 217.3 (232.5)


F05A 242.2 262.3 (580 6)


2006-1OA 126.7 193.1 (366.1)
2QA 150.1 187.5 (204.7)
3QA 167.1 150.1 (126.6)
4QA 193.4 141.7 (2094)


F06A 637.2 163,1 (906 8}


2007-1QA 204 0 61.1 (108 3)
2QE 226.0 50.6 (86.4)
3QE 247.3 48 0 (61 1)
4QE 282.8 46 2 (137.5)


F07E 960 1 50 7 (393 3)


F08E 1,380.1 43 7 (79.1)


F09E 1,788 4 29.6 87.3


F10E 2,243 2 25.4 298.0


F11E 2,747.7 22 5 562,8


PFD DIV NET INC


EBITDA OPER OPER NET NET AND FOR


MGN INC MGN INC MGN OTHER COMMON


% $ % $ % $ $


(5.8) (437 5) (34.0) (226.2) (17 6)


(9.4) (119.5) (1,286.3) (144.1) (1,550 5)
(7 9) (133.0) (1,005 2) (136.8) (1,034.0)
(6.5) (167 2) (874,9) (169.4) (886 3)
(5,5} (258.7) (1,025 8) (261.3) (1,036.3)


(6,8) (678.4} (1,014,8) (711 6) (1,064.4)


(293.9) (190,3) (440.3) (193 6) (448.0)
(208.4) (174.6) (334.5) (177.0) (339.1)


(64 4) (166,9) (249.8) (180 5) (270,0)
(95.5) (297.4) (371 7) (311.4) (389.2)


(239.7) (829.1) (342.3) (862.4) (356.0)


(289,0) (446 2) (352.2) (458.6) (362.0)
(136.4) (230 5) (153.6) (237.8) (158.5)


(75 7) (154.2) (92.2) (162 9) (97.5)
(108.3) (236,9) (122.5) (245.6) (127 0)


(142 3) (1,067 7) (167.6) (1,104 9) (173.4)


(53.1) (135.0) (66 2) (144,7) (70.9)
(38 3) (113.2) (50,1) (122 8) (54.4)
(24,7) (87 9) (35 5) (97.5) (39 4)
(48 6) (164 3) (58,1) (173 9) (61 5)


(41 0) (500,4) (52.1) (538 9) (56.1)


(5 7) (187 4) (13.6) (242.7) (17.6)


4.9 (22.0) (1 2) (55,5) (3 1)


13.3 187.6 8 4 134.0 6.0


20.5 451.3 16 4 357.9 13,0


Barrington Research


NETFOR


COMMON DIL


MGN EPS SHRS


% $


88.2 (314.4) (24.4) (0 38) 827,2


0.0 (144,1) (1,550,5) (0.12) 1,2t7 6
0,0 (136.8) (1,034,0) (0.11} 1,235.9
0.0 (169.4) (886.3) (0.14) 1,236.8
0,0 (261,3) (1,036.3) (0.21) 1,264 0


0.0 (711.6) (1,064.4) (0.57) 1,238 6


00 (193.6) (448.0) (0.15) 1,3143
00 (177.0) (339.1) (0.13) 1,324,3
0.0 (180.5) (270.0) (0.14) 1,328.5
0.0 (311.4) (389.2) (0.23) 1,335.7


0 0 (862,4) (356.0} (0.65) 1,325.7


0.0 (458.6) (362.0) (0 33) 1,387 0
0.0 (237.8} (158,5) (0,17) 1,404 0
0 0 (162.9} (97.5) (0.12) 1,405.3
0,0 (245.6) (127.0) (0.17) 1,4139


0,0 (1,104.9) (173.4) (0.79) 1,402.6


0.0 (144.7) (70.9) (0.10} 1,457 0
0.0 (122 8) (54.4) (0,08) 1,457,0
0.0 (97.5) (39.4} (0 07) 1,457.0
0.0 (173 9) (61.5) (0.12) 1.457 0


0 0 (538 9) (56 1) (0.37) 1,457 0


0,0 (242.7) (17.6) (0.18) 1,319.1


0.0 (55,5) (3.1) (0.04) 1,406,8


0.0 134.0 6.0 0 11 1,170 0


0.0 13,0 0.5 0 32 1,130.0


BALANCE SHEET DATA 2005 2004 2003 2002
Total Assets (milS) 1,841.6 811.0 579.7 199.6
Cash & Rest Cash (milS) 661 5 753,9 521 0 18.4
Rece~vabl6s (re=IS} 0.0 0 0 0.0 0 0
Current Assets (re=IS) 718 6 811.0 579.7 199.6
Currant Llabdlt~es (milS) 394.6 269.5 82,0 48.3
Working Capital (md$) 324.1 541.5 497.7 151,3
Long-Term Debt (md$) 999.3 656.3 194.8 670.4
Shrhldrs Equity (md$) 317.0 1,000.6 1,325.2 568.0
Debt]Capital (%) 75,9 39.6 12.8 54.1


SELECTED DATA
Book Value (S/Share) 0.24 0 78 1.16 7 33
Cash (S/Share) 0.50 0 59 0.46 0.24
Earnings (S/Share) (0.65) (0 57) (0.38) (6 13)
Cash Flow (Ops) (S/Share) (0.29) (0.27) (0 34) (4.20)
Free Cash Flow (S/Share) (0.61) (0.52) (0 18) (4.99)
EBITDA (S/Share) (0.44) (0.37) (0 10) (3.13)
Return on Avg Equity (%) (130.9) (61,2) (23,9) (74.4)


Sirius Satellite Radio, Inc. 5







*** Barrington Research May 1, 2007


Barrington Research ratings for SIRI (SIRIUS SATELLITE RADIO INC)
Closing Price May 01,2007:$2.9


09/19/05 0’1/03.~5 02117,,’0~ 05/02/06 08/31.,~¢~ 1’1/13/0~ I


IT: ~g    liT: ~g    liT: ~g liT: ~g    J T:


T:N/A J T.N/A IIT.N/A ItT N/A /IT:N/A IIT:N/A I
Legend:


O=OUTPERFORM, MP=MARKET PERFORM, T=Pdoe Target
~lnitiatedlRe~umed Positive @Reiterated Po~itbe ~Do~ng~ade


11


9


7


5


3


| New rating scale: Sep g, 2002: Outperform, Market Perform. Underperform


EQUITY RATING SYSTEM:


(1) OUTPERFORM Expected to outperform the market (S&P 500) over the next 12 months
Sound or improving company fundamentals.
Potential exists for a near-term catalyst
Undervalued at current levels.


(2) MARKET PERFORM Expected to perform roughly ~n line with the market (S&P 500) over the next 12 months.
Long-term potential exists, but no near-term catalyst apparent.
Fairly valued at current levels.


(3) UNDERPERFORM Expected to underperform the market (S&P 500) over next 12 months.
Company fundamentals may be detertoratlng.
Fully valued or over-valued at current levels


PRICE TARGET METHODIRISKS:


DISTRIBUTION OF RATINGS:


In developing a price target for th~s company, we used EV/EBITDA. There are, however,
nsks that our target price will not be achieved These include, but are not limited to, failure of
the company to meet our revenue or earnings estimates.


The following =s a hst of rabngs for compames covered by Barnngton Research Associates,
Inc., as of March 31, 2007. The number of companies rated OUTPERFORM was 43 and
represented 45% of all companies on the coverage list. The number of companies rated
MARKET PERFORM was 51 and represented 54% of all compames on the coverage list.
The number of companies rated UNDERPERFORM was 0 and represented 0% of all
oompanies on the coverage list. Also, as of March 31, 2007, Barrington Research
Associates, Inc., has prowded investment banking services, within the last 12 months, to 9%
(4 of 43) of the compames that had OUTPERFORM ratings, 0% (0 of 51) of the companies
that had MARKET PERFORM ratings, and 0% (0 of 0) of the companies that had
UNDERPERFORM ratings.


Analyst Certification: The research analyst responsible for the preparation of th~s research report, James C. Goss, CFA hereby cerlfies
that his views about the companms and their secuntms expressed in this report accurately reflect his personal opinions. The analyst also
certifies that no part of his compensahon is d~rectly or indirectly related to the specific recommendations or views contained in this report.


Research analysts, including those involved in the preparation of this report, recetved no d~rect compensation in connection with the firm’s
investment banking activ=les. Analyst compensation, which =s made up of salary and bonus, =s based upon numerous factors including
stock price performance, quality of analys~s, and Investor chent feedback, as well as the overall profitability of the firm, which is impacted by
all of the firm’s bus~ness activities and includes, among other things, mstitulonal equity trading and investment banking services.
Investment banking services, as defined under NASD Rule 2711, includes, among other things, acting as an underwriter in or as a member
of the selhng group m a securities underwriting. The analyst responsible for this report or a member of the analyst’s household does not
own shares of the common stock of this company, NASD Regulation has adopted rules that prohibit research analysts from trading m
securities of covered compames during specified time periods before and after the publcabon of research reports.


Barrington Research Associates, Inc is a full-service financial serwces firm that offers a wide variety of services and products to its clients
Investors should assume that Barrington Research is seeking or will seek investment banking or other business relationships with the
companies under its research coverage. Barrington Research has not received investment banking-related compensation from this
company within the past 12 months nor does it expect to within the next three months.
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Special Note Regarding Forward-Looking Statements


.~O~ac The following cautionary statements identify important factors that could cause our actual results to differ materially from those
ojected in forward-looking statements made in this Annual Report on Form 10-K and in other reports and documents published by us from
ne to time. Any statements about our beliefs, plans, objectives, expectations, assumptions, future events or performance are not historical
ts and may be forward-looking. These statements are often, but not always, made through the use of words or phrases such as "will likely


result," "are expected to," "will continue," "is anticipated," "estimated," "intend," "plan," "projection" and "outlook." Any forward-looking
statements are qualified in their entirety by reference to the factors discussed throughout this Annual Report on Form 10-K and in other reports
and documents published by us from time to time, particularly the risk factors described under "Business--Risk Factors" in Item 1A of this
Annual Report on Form 10-K.


Among the significant factors that could cause our actual results to differ materially from those expressed in the forward-looking
statements are:


¯ our pending merger with XM Satellite Radio Holdings Inc. ("XM Radio"), including related uncertainties and risks and the impact on
our business if the merger is not completed;


¯ the useful life of our satellites, which have experienced circuit failures on their solar arrays and other component failures and are not
insured;


¯ our dependence upon third parties, including manufacturers of SIRIUS radios, retailers, automakers and programming providers; and


¯ our competitive position versus other forms of audio and video entertainment including terrestrial radio, internet radio, cell phones, XM
Radio and emerging next generation networks and technologies.


Because the risk factors referred to above could cause actual results or outcomes to differ materially from those expressed in any
forward-looking statements made by us or on our behalf, you should not place undue reliance on any of these forward-looking statements. In
addition, any forward-looking statement speaks only as of the date on which it is made, and we undertake no obligation to update any forward-
looking statement or statements to reflect events or circumstances after the date on which the statement is made, to reflect the occurrence of
unanticipated events or otherwise. New factors emerge from time to time, and it is not possible for us to predict which will arise or to assess
with any precision the impact of each factor on our business or the extent to which any factor, or combination of factors, may cause actual
results to differ materially from those contained in any forward-looking statements.


PART I


Item 1. Business


On February 19, 2007, we and XM Radio entered into an Agreement and Plan of Merger (the "Merger Agreement"), pursuant to which
we and XM Radio will combine our businesses through a merger of XM Radio and a newly formed, wholly owned subsidiary of us (the
"Merger"). Our Board of Directors and the Board of Directors of XM Radio have approved the Merger and the Merger Agreement.


The completion of the Merger is subject to various closing conditions, including obtaining the approval of our stockholders and XM
Radio’s stockholders and receiving certain regulatory and antitrust approvals (including from the Federal Communications Commission and
under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended). See "’Pending Merger with XM Radio "for a further
description of the Merger. The information presented in this Annual Report on Form I O-K does not give effect to the Merger.


We are a satellite radio provider in the United States. We offer over 130 channels to our subscribers--69 channels of 100% commercial-
free music and 65 channels of sports, news, talk, entertainment, traffic, weather and







data content. The core of our enterprise is programming; we are committed to creating the best programming in all of radio.


Our primary source of revenue is subscription fees, with most of our customers subscribing to SIRIUS on an annual or a monthly basis.
of December 31, 2006, we had 6,024,555 subscribers. In addition, we derive revenue from activation fees, the sale of advertising on some


"our non-music channels, and the direct sale of SIRIUS radios and accessories.


Most of our subscribers receive our service through SIRIUS radios, which are sold primarily by automakers, consumer electronics
retailers and mobile audio dealers and through our website. Various brands of SIRIUS radios are available in more than 25,000 retail locations,
including Best Buy, Circuit City, Crutchfield, Costco, Target, Wal-Mart and through RadioShack on an exclusive basis.


As of December 31, 2006, SIRIUS radios were available as a factory and dealer-installed option in 132 vehicle models and as a dealer
only-installed option in 17 vehicle models. We have agreements with DaimlerChrysler, Ford, Mitsubishi, BMW, Volkswagen, Kia, Bentley
and Rolls-Royce to offer SIRIUS radios as factory or dealer-installed equipment in their vehicles, including Chrysler, Dodge, Jeep, Mercedes,
Ford, Lincoln, Mercury, Volvo, Mazda, Jaguar, Volkswagen, Audi, Kia, Land Rover, Mitsubishi, BMW, MINI, Bentley and Rolls-Royce
vehicles and Freightliner and Sterling heavy trucks. We also have relationships with Nissan, Infiniti, Toyota, Lexus, Scion and Subaru to offer
SIRIUS radios as factory or dealer-installed equipment. In 2006, we signed new agreements with Volkswagen/Audi, Kia, Bentley and Rolls-
Royce. SIRIUS radios are also offered to renters of Hertz vehicles at airport locations nationwide.


We offer our programming over multiple platforms in addition to our satellite and terrestrial repeater network. In 2006, we launched
SIRIUS Internet Radio, which we refer to as SIR. SIR is an internet service offering a CD-quality, Internet-only version of our service. SIR
delivers a simulcast of more than 75 channels of our talk, entertainment, sports and music programming. Our music channels are also available
to certain DISH satellite television subscribers, and a select number of our music channels are available to certain subscribers to the Nationwide
Sprint PCS Network.


We also offer, or are developing, ancillary services. In 2006, we introduced a service that provides graphic information as to road
closings, traffic flow and incident data to consumers with in-vehicle navigation systems and a marine weather service that provides a range of
information, including sea surface temperatures, wave heights and extended forecasts, to recreational boaters. In 2007, we plan to introduce a
video service that will offer premium video content designed primarily for children in the baekseat of vehicles.


In 2005, SIRIUS Canada Inc., a Canadian corporation owned by us, Canadian Broadcasting Corporation, and Standard Radio Inc.,
launched service in Canada. SIRIUS Canada currently offers 110 channels of commercial-free music and news, sports, talk and entertainment


(i
"
’" "rogramming, including 11 channels of Canadian content. As of February 13, 2007, SIRIUS Canada had over 300,000 subscribers.


’-Pending Merger with XM Radio


On February 19, 2007, we entered into an Agreement and Plan of Merger (the "Merger Agreement") with newly XM Satellite Radio
Holdings Inc. Pursuant to the Merger Agreement we and XM Radio will combine our businesses through a merger of XM Radio and a newly
formed, wholly owned subsidiary of ours (the "Merger").


Each of SIRIUS and XM has made customary representations and warranties and covenants in the Merger Agreement. The completion
of the Merger is subject to various closing conditions, including obtaining the approval of our and XM Radio’s stockholders and receiving
certain regulatory and antitrust approvals (including from the Federal Communications Commission and under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended). The Merger is intended to qualify as a reorganization for federal income tax purposes.


At the effective time of the Merger (the "Effective Time"), by virtue of the Merger and without any action on the part of any stockholder,
each share of common stock of XM Radio (the "XM Common Stock") issued and outstanding immediately prior to the Effective Time will
generally be converted into the right to receive 4.6 shares







of our common stock. Each share of Series A Convertible Preferred Stock of XM Radio issued and outstanding immediately prior to the
Effective Time will be similarly converted at the Effective Time into the fight to receive 4.6 shares of a newly-designated series of our
preferred stock having substantially the same powers, designations, preferences, fights and qualifioations, limitations and restrictions as the


so converted.


Mel Karmazin, currently our chief executive officer, will become chief executive officer of the combined company and Gary M. Parsons,
currently chairman of the board of directors of XM Radio, will become chairman of the board of directors of the combined company. The
combined company’s board of directors will consist of 12 directors, including Messrs. Karmazin and Parsons, four independent members
designated by each of SIRIUS and XM Radio, as well as one representatives of each of General Motors and American Honda.


The Merger Agreement contains certain termination fights for both us and XM Radio. If the Merger Agreement is terminated under
certain circumstances specified in the Merger Agreement, we or XM Radio, as the case may be, will be required to pay the other a termination
fee of $175,000,000.


Our Board of Directors and the Board of Directors of XM Radio has approved the Merger and the Merger Agreement.


This description of the Merger Agreement does not purport to be complete and is qualified in its entirety by reference to the Merger
Agreement, which is filed as Exhibit 2.1 to the Current Report on Form 8-K dated February 21, 2007, and is incorporated herein by reference.


The Merger Agreement contains representations and warranties that SIRIUS and XM Radio made to each other as of specific dates. The
assertions embodied in those representations and warranties were made solely for purposes of the Merger Agreement between SIRIUS and XM
Radio and may be subject to important qualifications and limitations agreed to by SIRIUS and XM Radio in connection with negotiating its
terms. Moreover, the representations and warranties may be subject to a contractual standard ofmateriality that may be different from what
may be viewed as material to stockholders, or may have been used for the purpose of allocating risk between SIRIUS and XM Radio rather
than establishing matters as facts. For the foregoing reasons, no person should rely on the representations and warranties as statements of
factual information at the time they were made or otherwise.


Programming


We offer a dynamic programming lineup of 69 channels of 100% commercial-free music; 54 channels of sports, news, talk, and


~.fertainment; 11 channels of traffic and weather; and informational data services. Our programming lineup changes from time to time as weve to attract new subscribers, to create content that appeals to a broad range of audiences and to satisfy our existing subscribers.


Music Programming


Our music channels offer an extensive selection of music genres--from rock, pop and hip-hop to country, dance, jazz, Latin and
classical. Within each genre we offer a range of formats, styles and recordings, many of which are not available on terrestrial radio.


All of our music channels are broadcast commercial-free. Our channels are produced, programmed and hosted by a team of experts in
their fields, including musical performers such as Eminem, Jimmy Buffett, Little Steven Van Zandt, and other unique personalities such as
Cousin Brucie, Tony Hawk, and the original MTV veejays. Each channel is operated as an individual radio station, with a distinct format and
branding.


In 2006,


we launched Metropolitan Opera Radio, consisting of live and archived operas from the famed Metropolitan Opera in New York
City;


we broadcasted concerts from Jimmy Buffett’s Party at The End of the World tour exclusively on our Radio Margaritaville
channel;


we broadcasted the final performance at New York’s legendary CBGBs Club; and







¯ we broadcasted numerous live performances originating from our broadcast facility in Rockefeller Center.


C In addition to our regular channels, we offer channels focused on the works of specific artists. During 2006, such special feature channels
~re dedicated to the music of Elvis Presley, Bruce Springsteen, Pink Floyd, The Rolling Stones, The Who and George Strait. Some of these


~eature channels are available only for a limited time.


In January 2007, we announced a partnership with Frank Sinatra Enterprises to create a new radio channel dedicated to the music, time
and spirit of Frank Sinatra.


Sports Programming


Live play-by-play sports is an important part of our programming strategy. We are the Official Satellite Radio Partner of the National
Football League, with exclusive satellite radio rights to use the NFL logo and collective NFL team trademarks. We carry all NFL regular
season, pre-season and post-season games. In most cases, we carry both the home and visiting team game broadcasts, as well as Spanish
language broadcasts of select games. We also carry the Super Bowl, which we broadcasted in 2007 in seven languages. We also produce and
broadcast "SIRIUS NFL Radio," an around-the-clock exclusive channel of NFL content for our subscribers. Our agreement with the NFL
expires at the end of the 2010-2011 NFL season.


Starting in 2007, we broadcast live all NASCAR Nextel Cup Series, NASCAR Busch Series and NASCAR Craftsman Truck Series races
over a five-year period. We have created "SIRIUS NASCAR Radio," a new around-the-clock channel of exclusive NASCAR-related
programming, including Tony Stewart Live and race coverage. In addition to the live race broadcasts, we take fans into the cars and pits by
devoting additional "Driver2Crew Chatter" channels that carry the driver-to-crew communications of up to 10 different race teams during
NASCAR Nextel Cup Series races. We are the Official Satellite Radio Partner of NASCAR with exclusive trademark and marketing rights and
the right to sell advertising time on the NASCAR channel and during races.


We are the exclusive Official Satellite Radio Partner of the NBA and carry NBA Radio, a talk channel devoted to the NBA. We transmit
live play-by-play broadcasts of more than 1,000 NBA games during each season, including the NBA playoffs and the NBA finals.


We also broadcast live play-by-play broadcasts of up to 1,000 NHL games each season, as well as the Stanley Cup playoffs and finals
. through the 2006-2007 season. We are the Official Satellite Radio Partner of the NHL through the 2006-2007 season.


We expanded our international soccer offerings in 2006. As the official satellite radio broadcaster of Barelays English Premier League
soccer, we have the right to air matches of the top 20 clubs in the United Kingdom, including Manchester United. We are also the exclusive
satellite radio provider of the League’s Chelsea football club. Every Chelsea match features an exclusive pre-game show co-hosted by soccer
giant Giorgio Chinaglia. Our soccer coverage also includes live matches from the UEFA Champions League.


We carry extensive live play-by-play coverage of college football and basketball games. Our broadcasts include football, basketball and
other sports from schools in 20 NCAA Division I conferences. We also have the right to broadcast all games of the NCAA Division I men’s
basketball tournament through 2009.


Our sports channels include ESPN Radio, ESPN News and ESPN’s Spanish language programming, ESPN Deportes.


Talk and Entertainment Programming


We offer 30 talk and entertainment channels for a variety of audiences.


In January 2006, Howard Stem moved his radio show to SIRIUS from terrestrial radio as part of two channels being programmed by
Howard Stem and us. Our agreement with Stem expires on December 31, 2010. Our







talk radio offerings also feature dozens of popular talk personalities, most creating radio shows that air exclusively on SIRIUS, including
Senator Bill Bradley, Deepak Chopra, Richard Simmons, Martha Stewart and Barbara Waiters. Our diverse spectrum of talk programming is a
significant differentiator from terrestrial radio.


~en Our comedy channels present a range of humor on the channels Laugh Break, Blue Collar Comedy and Raw Dog Comedy and our other


tertainment channels include Cosmo Radio, MAXIM Radio, Road Dog Trucking Radio, Playboy Radio and Radio Disney - all exclusively
broadcast on SIRIUS. In January 2007, we announced plans to launch "The Foxxhole", an exclusive urban comedy, entertainment and lifestyle
channel with Jamie Foxx.


We also broadcast the Catholic Channel which is programmed with the assistance of the Archdiocese of New York.


News and Information Programming


We offer 25 news and information channels. These channels present a range of national, international and financial news, including news
from BBC World News, Bloomberg Radio, CNBC, CNN, FOX News, NPR and the World Radio Network.


We offer continuous, local traffic reports for 20 metropolitan markets throughout the United States. We broadcast these reports, together
with local weather reports from The Weather Channel, on 11 of our channels.


We broadcast national weather reports produced by The Weather Channel on our weather and emergency channel, which also alerts
listeners to key information during civil and natural emergencies. In addition, we insert appropriate emergency announcements and broadcasts
into some or all of our channels and participate in the national Emergency Alert System.


Distribution of SIRIUS Radios


Retail


SIRIUS radios are marketed and distributed through major national and regional retailers, including Best Buy, Circuit City, Crutehfield,
Costeo, Target and Wal-Mart. SIRIUS radios are also distributed on an exclusive basis by RadioShack. We develop in-store merchandising
materials and provide sales force training for several retailers. SIRIUS radios are also available nationwide at various truck stops. We also sell


i radios directly to consumers through our website.


"" A utomakers


Various automakers factory-install and dealer-install SIRIUS radios in their vehicles. As of December 31, 2006, SIRIUS radios were
available as a factory or dealer-installed option in 132 vehicle models and as a dealer only-installed option in 17 vehicle models. Many
automakers include a subscription to our radio service in the sale or lease price of their vehicles. In many cases, we receive subscription
payments from automakers in advance of the activation of our service. We share with various automakers a portion of the revenues we derive
from subscribers using vehicles equipped to receive our service. We also reimburse various automakers for certain costs associated with the
SIRIUS radios installed in their vehicles, including hardware costs, tooling expenses and promotional and advertising expenses.


Automakers have begun to incorporate SIRIUS into their national and regional advertising. In 2006, DaimlerChrysler and Ford each
implemented a national advertising campaign with prominent references to SIRIUS. We expect advertising by automakers to increase as
SIRIUS radios become available in a wider array of vehicle models.


DaimlerChrysler. We have an agreement with DaimlerChrysler Corporation, Mereedes-Benz USA, Inc. and Freightliner LLC, which
continues until September 2012. This agreement covers the distribution of our service on an exclusive basis in all cars and light tracks
manufactured by DaimlerChrysler and Mercedes-Benz as well as Freightliner and Sterling heavy trucks. We expect DaimlerChrysler to include
SIRIUS radios as a factory-installed feature in approximately 40% of its vehicles during the 2007 model year. In addition, Mercedes-Benz has
agreed to







include SIRIUS radios as standard equipment in all 2007 model year Mercedes SL Class, CL Class, AMG branded and V12 engine vehicles.


Ford. Our agreement with Ford Motor Company and certain of its affiliates provides for an exclusive relationship until September 2011


6.-r, at Ford’s option, until September 2013. Beginning in January 2009, Ford may elect to become nonexclusive under the agreement, in which
se Ford would forfeit its significant future economic benefits. This agreement covers all Ford brands, including Ford, Lincoln, Mercury,


Jaguar, Volvo, Land Rover, Aston Martin and Mazda. At the end of 2006, SIRIUS radios were available as a factory-installed option in 19
Ford, Lincoln and Mercury vehicle lines.


BMW. We have an agreement with BMW of North America which provides for an exclusive relationship until August 2008. This
agreement covers all BMW and MINI vehicles.


Volkswagen andAudi. In March 2006, we entered into a new exclusive agreement with Volkswagen of America, Inc. through July 2012
or, at Volkswagen’s option, through July 2015. This agreement covers all Volkswagen and Audi vehicles.


OtherAutomakers. In April 2006, we entered into an exclusive agreement with Kia Motors America, Inc. Kia has agreed to include
SIRIUS radios as standard, factory-installed equipment in all of its vehicles commencing in the 2009 model year. Our agreement with Kia
extends through 2014 or, at Kia’s option, through 2017.


We have an agreement with Mitsubishi Motors North America which provides for an exclusive relationship through February 2010.


In October 2006, we entered into an agreement with Bentley Motors Inc. Bentley will begin including SIRIUS radios as standard,
factory-installed equipment in its vehicles commencing in the 2008 model year and continuing through 2012. Each Bentley vehicle equipped
with a SIRIUS radio will be sold with a lifetime subscription included in the price of the ear.


We also have an agreement with Rolls-Royce Motor Cars. Rolls-Royce has agreed to include SIRIUS radios as standard, factory-
installed equipment in all of its vehicles through 2008. Each Rolls-Royce vehicle will be sold with a lifetime subscription included in the price
of the car.


SIRIUS radios are also available as a factory or dealer-installed option in various vehicle models offered by Nissan, Infiniti, Toyota,
Lexus, Scion and Subaru.


,ecial Markets


Trucks. SIRIUS radios are available nationwide at various truck stops, including Travel Centers of America, Flying J, Petro, Pilot Travel
Centers and Interstate Connections locations. Freightliner, Sterling, Peterbilt, Kenworth, Volvo and International offer SIR!US radios as a
factory-installed option on the trucks they manufacture.


Boats. Various recreational boat builders, including Sea Ray, Four Winns, Chaparral, Larson, Glastron, Ranger and Formula, offer
SIRIUS radios and a prepaid subscription to our service as a standard or optional feature on their boats.


Recreational Vehicles. Several leading manufacturers of recreational vehicles, including Fleetwood, Monaco, Winnebago, National,
Tiffin and Alfa Leisure, offer SIRIUS radios as a factory-installed option.


Hertz


We have an agreement with Hertz Corporation to make SIRIUS radios available as an option to its rental car customers. In some cases,
our service is included as part of the rental price of Hertz vehicles. In other cases, our service is offered as a premium feature to Hertz
customers for a daily fee. As of December 3 I, 2006, approximately 24,000 vehicles with SIRIUS radios were available to renters of 55 of
Hertz’s vehicle models. Hertz offers SIRIUS radios at airport locations nationwide.


The SIRIUS System


Our satellite radio system is designed to provide clear reception in most areas despite variations in terrain, buildings and other
obstructions. Subscribers can receive our transmissions in all outdoor locations where the







satellite radio receiver has an unobstructed line-of-sight with one of our satellites or is within range of one of our terrestrial repeaters.


The FCC has allocated the portion of the S-band located between 2320 MHz and 2345 MHz exclusively for satellite radio. We use
L5 MHz of bandwidth in the 2320.0-2332.5 MHz frequency to transmit our signals from our satellites to our subscribers. Uplink


;sions (from the ground to our satellites) use 12.5 MHz of bandwidth in the 7060-7072.5 MHz band.


Our satellite radio system consists of three principal components:


satellites, terrestrial repeaters and other satellite facilities;


our studios; and


SIRIUS radios.


We continually monitor our infrastructure and regularly evaluate improvements in technology. For example, a technology known as
hierarchical modulation will allow us to offer additional audio channels, as well as advanced services such as data and video, without
noticeably affecting our broadcasts. We expect to begin offering services using this technology in 2007. This increase in network capacity will
be available through select new SIRIUS radios and will not be available to SIRIUS radios sold prior to the implementation of this technology.


Satellites, Terrestrial Repeaters and Other Satellite Facilities


Satellites. Space Systems/Loral, the manufacturer of our satellites, delivered our three operating satellites to us in 2000, following the
completion of in-orbit testing of each satellite. Our fourth, spare satellite was delivered to ground storage in April 2002.


Our existing satellites are of the Loral FS-1300 model series. This family of satellites has a history of reliability with a total of more than
350 years of in-orbit operation time.


Each operating satellite travels in a figure eight pattern extending above and below the equator, and spends approximately 16 hours per
day north of the equator. At any time, two of our three satellites operate north of the equator while the third satellite does not transmit as it
traverses the portion of the orbit south of the equator. This orbital configuration yields high signal elevation angles, reducing service


Oterruptions from signal blockage.


~ __ In June 2006, we entered into an agreement with Space Systems/Loral to design and construct a new satellite. The new satellite is
expected to be completed in the fourth quarter of 2008, and launched shortly thereafter. This new satellite will complement our existing in-orbit
satellites and will be launched into a geostationary orbit. The redundancy of the resulting constellation configuration is expected to provide
enhanced coverage and performance.


We expect to further augment or replace our satellite constellation by 2012. We may elect to augment our operating satellites with our
spare satellite or with new satellites that we may purchase to meet our business needs. Decisions regarding our satellite constellation may affect
the estimated useful life of our existing satellites, and we may modify the depreciable life accordingly. The cost of replacing our satellites will
be substantial.


Our existing satellites have experienced circuit failures on their solar arrays. The circuit failures our satellites have experienced to date do
not limit the power of our broadcast signal or affect our current operations. Additional circuit failures could reduce the estimated useful life of
our existing in-orbit satellites.


We do not maintain in-orbit insurance policies covering our satellites. We discontinued our in-orbit insurance policies covering our
satellites following a review of the health of our satellite constellation, the exclusions from coverage contained in the available insurance, the
costs of the available insurance, and the practices of other satellite companies as to in-orbit insurance.


If we are required to launch our spare satellite due to the in-orbit failure of one of our orbiting satellites, our operations would be
impaired until such time as we successfully launch and commission our spare satellite, which could take six months or more. If two or more of
our satellites fail in orbit in close proximity in time, our operations







could be suspended for at least 24 months. In such event, our business would be materially impacted and we could default on our
commitments.


Terrestrial Repeaters. In some areas with high concentrations of tall buildings, such as urban centers, and in tunnels, signals from our
tellites may be blocked and reception of our satellite signal can be adversely affected. In many of these areas, we have deployed terrestrial


,epeaters to supplement our satellite coverage. To date, we have deployed 127 terrestrial repeaters in 95 urban areas. We plan to deploy a
significant number of additional terrestrial repeaters in the future.


Other Satellite Facilities. We control and communicate with our satellites from our uplink facility in New Jersey. These activities
include routine satellite orbital maneuvers and monitoring of the satellites. We also maintain earth stations in Panama and Ecuador to control
and communicate with our satellites.


Studios


Our programming originates from our national broadcast studio in New York City and smaller studios in Houston, Texas; Memphis,
Tennessee; Nashville, Tennessee; Cleveland, Ohio; Los Angeles, California; and other locations. The national broadcast studio houses our
corporate headquarters, facilities for programming origination, programming personnel and facilities to transmit programming to our orbiting
satellites.


Our studios and transmission facilities are 100% digital, resulting in no cumulative distortion to degrade the sound of our music and
entertainment programming. Our studios contain state-of-the-art production facilities.


SIRIUS Radios


We do not manufacture, import or distribute SIRIUS radios. We do design, establish specifications for, source parts and components for,
and manage various aspects of the logistics and production of SIRIUS radios. We have authorized select manufacturers to produce SIRIUS
radios. These radios are distributed under various consumer brands, including the SIRIUS brand. Over time we expect to introduce SIRIUS
radios with new features, functionality and form factors.


To facilitate the sale of SIRIUS radios, we subsidize chip sets and a portion of radio manufacturing costs to effectively reduce the price
of SIRIUS radios to our subscribers. We expect these subsidies to decrease over time.


In-dash Radios. In-dash radios are integrated into vehicles and allow the user to listen to AM, FM or SIRIUS with the push of a button.
The SIRIUS receiver can be built into the radio or connected as a hidden external unit.


In the auto sound aftermarket, in-dash radios are available at retailers nationally. In-dash radios are also available to automakers for
factory or dealer installation. When factory-installed, the cost of the SIRIUS radio is generally included in the sticker price of the vehicle and
may include a prepaid SIRIUS subscription.


Plug & Play Radios. Plug & Play radios enable subscribers to transport a radio easily to and from their cars, trucks, homes, offices,
boats or other locations with available adapter kits. Plug & Play radios adapt to existing audio systems through FM modulation or direct
connection and can be easily installed by a retailer or the purchaser. In addition, satellite radio Plug & Play systems designed for commercial
truckers are available through participating truck manufacturers, truck dealers and truck stops.


A boom box, which enables our subscribers to use their SIRIUS radios virtually anywhere, is available for various models of Plug &
Play radios.


Portable Units. In 2006, we introduced the Stiletto 100, our first satellite radio to provide live reception in portable mode and the first
portable satellite radio with WiFi capabilities. The Stiletto 100 allows users to capture, store and replay up to 100 hours of live SIRIUS content
or a mix of SIRIUS content and MP3AVMA files. The Stiletto 100 also allows the user to record favorite SIRIUS music content and bookmark
and purchase songs through compatible music download and subscription services, providing easy access to SIRIUS music and other content.







FMModulatedRadios. FM modulated radios enable our service to be received in all vehicles with FM radios.


~tt Home and Commercial Units. SIRIUS home units that connect to most home stereo systems are available nationally. In addition, various
lti-tuner and multi-zone units are available through commercial dealers and custom installation dealers. These units allow the user to listen
he SIRIUS service from multiple locations within a home or business.


We have also specially-designed SIRIUS home units to interface with multiple audio and video components. In 2006, we introduced the
SIRIUS Conductor home system with a wireless controller that displays SIRIUS programming information and controls 12 components in
addition to the included receiver from up to 150 feet away. Similarly, the SiriusConnect Home tuner provides a one-cable connection to easily
add our service to SIRIUS-ready home systems manufactured by companies such as Eton, Thomson and Rotel.


Many SIRIUS radios include a "replay" feature, allowing listeners to pause, rewind and fast forward music, sports or talk programs. A
number of SIRIUS radios also include SIRIUS-Seek, which alerts listeners when selected artists or songs are playing; Game Alert, which
prompts listeners when their favorite teams begin a game or when scores change; Game Zone, which lists a listener’s favorite team scores on
one screen; and one-touch access to traffic and weather reports for select cities.


We signed an agreement with XM Radio to develop a unified standard for satellite radios to enable consumers to purchase one radio
capable of receiving both SIRIUS’ and XM Radio’s services The technology relating to this unified standard is being developed, funded and
will be owned jointly by the two companies. This unified standard is also intended to meet FCC rules that require interoperability of both
licensed satellite radio systems.


International


Canada. In December 2005, SIRIUS Canada launched its service in Canada and currently offers 110 channels of commercial-free music
and news, sports, talk and entertainment programming, including 11 channels of Canadian content and the Howard Stem 100 channel, for Cdn.
$14.99 per month. As of February 13, 2007, SIRIUS Canada had over 300,000 subscribers. Subscribers to the SIRIUS Canada service are not
included in our subscriber counts.


SIRIUS Canada is a Canadian corporation owned by us, Canadian Broadcasting Corporation and Standard Radio Inc. Canadian
Broadcasting Corporation is Canada’s national public broadcaster and one of its largest cultural institutions, and Standard Radio Inc. is the


OmgeSt privately held owner of radio stations in Canada. SIRIUS Canada’s license to operate a satellite radio service in Canada is subject to a
ber of conditions, including the requirement that SIRIUS Canada offer a number of qualifying Canadian music and talk channels.


Other regions. We are in discussions with various parties regarding joint ventures in other countries.


Other Opportunities


Traffic and Weather. In 2006, we introduced a service that provides graphic information as to road closings, traffic flow and incident
data to consumers with in-vehicle navigation systems. The service reports information for 45 cities that we source from a provider of mapping
and traffic data. Additional markets are expected to be introduced as they become available.


In 2006, we launched a marine weather service, featuring on-demand access to detailed information ranging from weather and wave
heights to sea surface temperatures, for recreational boaters. The service integrates data information directly into certain marine electronics
products. This marine weather service covers the 48 contiguous states and waters extending hundreds of miles into the Atlantic and Pacific
Oceans, Gulf of Mexico and Caribbean.
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SIRIUS Via Mobile Phones. In September 2005, Sprint began offering a SIRIUS music service to its subscribers through a built-in media
player on Sprint PCS Vision SM Multimedia Phones for $6.95 per month, a portion of which we receive. This service includes access to 20
commercial-free SIRIUS music channels, plus a channel devoted to artist interviews and performances. Subscribers to the Sprint service are not.,,,.


(,~’~,acluded in our subscriber counts.


lnternet Radio. We offer SIRIUS subscribers the ability to listen to our music channels and select non-music channels over the Internet
as part of our base subscription price. In 2006, we lannehed SIRIUS Intemet Radio, which we refer to as SIR. SIR is a subscription-based
intemet service offering a CD-quality, Internet-only version of our service. SIR delivers a simuleast of more than 75 channels of our talk,
entertainment, sports and music programming. We plan to add additional content to our interact offerings in the future. Subscribers to SIR are
included in our subscriber counts.


DISH Network . We offer our music channels to subscribers as part of certain programming packages of the DISH Network satellite
television service.


Video. In 2007, we plan to introduce a video service that will offer premium video content designed primarily for children in the backseat
of vehicles. Introduction of the service will be dependent upon several factors, including the development and implementation of new
technology and the timing of new product introductions by distributors. We cannot predict with certainty when this service will be introduced.


Competition


We face competition for listeners, consumer electronics and audio spending, and advertising dollars. In addition to pre-recorded
entertainment purchased or playing in cars, homes and using portable players, we compete most directly with the following services:


TraditionalAM/FMRadio. Unlike SIRIUS radio, traditional AMiFM radio has had a well established market for its services for many
years and offers free broadcast reception paid for by commercial advertising rather than by a subscription fee. Also, many radio stations offer
information programming of a local nature, such as local news and sports, which we do not offer as effectively as local radio. The AM/FM
radio broadcasting industry is highly competitive with respect to listeners and advertising revenues. Some radio stations also have begun
reducing the number of commercials per hour, expanding the range of music played on the air and experimenting with new formats in order to
compete with us. Several major radio companies have launched advertising campaigns designed to assert the benefits of traditional local
AM/FM radio. Radio comes as a standard feature in every vehicle manufactured without an additional cost to the consumer.


Digital, or HD, Radio. While most traditional AM/FM radio stations broadcast by means of analog signals, the radio industry has made
~,gnificant strides in rolling out advanced digital transmission technology. Digital broadcasting offers higher sound quality than traditional
analog signals and the multicast of as many as five stations per frequency, significantly increasing the quality and quantity of content available
to consumers. Digital radio broadcast services have been expanding, and an increasing number of radio stations in the U.S. have begun digital
broadcasting or are in the process of converting to digital broadcasting. Over 1,150 radio stations in the United States currently broadcast
digitally. Like with traditional radio, digital radio is generally offered to subscribers without a service charge. BMW recently became the first
automaker to offer factory-installed HD digital radio receivers as an option across all of its 2007 model year vehicles, and retail HD digital
radios are available nationwide at many large retailers.


A number of leading radio broadcasters have joined together to form the HD Digital Radio Alliance to accelerate the successful rollout of
digital radio. The HD Digital Radio Alliance has announced a $250 million on-air advertising campaign to spur the adoption of digital radio.


XMRadio. XM Radio is the other FCC licensee for satellite radio service in the United States. XM Radio has announced that it had
7,628,552 subscribers as of December 31, 2006. XM Radio broadcasts certain programming that we do not offer and is offered on various car
model brands which do not also offer SIRIUS radios.
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Digital Music Services and Other Consumer Electronic Devices. We face vigorous competition from various services offering digital
music products and services, including subscription music services, free peer-to-peer music services and free streaming of digital content via


Internet radio broadcasts have no geographic limitations and can provide listeners with radio programming from around the country and
~ne world. We expect that improvements from higher bandwidths, faster modems and wider programming selections may make Internet radio
an even more significant competitor for listening in the home and office. Technologies like WiMax will also make internet radio more
pervasive. In addition to the many free Internet streams offered by radio companies like Clear Channel, CBS Radio or other smaller companies,
subscription Intemet music services, such as Yahoo Music and Napster, offer unlimited and fully-customizable play lists for a small fixed fee
per month. These services may be used for listening at PCs or home media centers.


The Apple iPod ®, a portable digital music player, allows users to convert music on compact discs to digital files and to download and
purchase music and video through Apple’s iTunes ® Music Store, which features over 2 million songs. Apple sold 46.4 million iPods ® during
the last four quarters, iPods ® are compatible with many car stereos and home speaker systems. Apple has reached agreement with automobile
manufacturers to preinstall equipment in vehicles which will allow users to play music from their iPod through the automobile sound system.


Wireless Phone Providers. Several of the largest wireless providers currently offer music to cellular phones. Additionally, many phones
now contain FM radio receivers. Sprint Nextel currently offers streaming music from a variety of providers plus a music store for purchase.
Verizon Wireless offers the V Cast music service that can be played directly on a phone. AT&T offers a variety of streaming content and has
also partnered with Apple to offer the upcoming iPhone.


Next Generation Wireless. Next generation wireless protocols will offer unprecedented broadband coverage with enhanced data rates,
reliability, and broadcast capabilities. Sprint Nextel announced in August 2006 its plans to develop the first fourth generation nationwide
mobile broadband network, which will use the WiMAX standard, and deploy it in some markets during 2007. The company has targeted a
national rollout for 2008 and will use Sprint’s extensive holdings, which cover 85 percent of the households in the top 100 U.S. markets. When
these or other services achieve ubiquitous mobile broadband capability, the relative competitiveness of our product offering may suffer.


Direct Broadcast Satellite and Cable Audio. A number of companies provide specialized audio services through either direct broadcast
satellite or cable audio systems. These services are targeted to fixed locations, mostly in-home. The radio service offered by direct broadcast
satellite and cable audio is often included as part of a package of digital services with video service, and video customers therefore generally do


~ay an additional monthly charge for the audio service.


Other Advanced Digital Media Services. We may face competition from businesses that have armouneed plans to deliver entertainment
media content through cell phones and other wireless devices.


In December 2005, Verizon Wireless announced an agreement with MediaFLO USA, a subsidiary of QUALCOMM, to
offer interactive wireless multi.media services over MediaFLO’s nationwide 700 MHz network. Verizon intends to launch
commercial service through MediaFLO during 2007 under the VCast Mobile TV brand.


Modeo LLC, a subsidiary of Crown Castle International Corp., owns nationwide spectrum in the 1670-1675 MHz band
and has developed a mobile device-based multimedia service, which it plans to launch commercially.


HiWire, an affiliate of Aloha Partners, announced in March 2006 that it intends to develop a nationwide mobile device-
based multimedia service over Aloha’s footprint of 700 MHz spectrum.


In 2005, Sprint Nextel, Comcast, Time Warner Cable, Cox Communications and Advance/Newhouse Communications
announced their formation of a joint venture to provide
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customers throughout the United States access to advanced integrated entertainment products and services, including
streaming television programming, music, video clips, games and pre-recorded DVR programs, communications and
wireless products. During 2006, the joint venture acquired wireless telecommunications spectrum through the United
States government’s Advanced Wireless Services auction, through which it intends to offer wireless communications
services.


Government Regulation


As an operator of a privately owned satellite system, we are regulated by the FCC under the Communications Act of 1934. The FCC is
the government agency with primary authority in the United States over satellite radio communications. We currently must comply with
regulation by the FCC principally with respect to:


the licensing of our satellite system;


preventing interference with or to other users of radio frequencies; and


compliance with FCC rules established specifically for U.S. satellites and satellite radio services.


Any assignment or transfer of control of our FCC license must be approved by the FCC. Similarly, our merger with XM Radio is
conditioned upon approval of the transaction by the FCC.


In 1997, we were one of two winning bidders for an FCC license to operate a satellite digital audio radio service and provide other
ancillary services. Our FCC license expires in 2010. Prior to the expiration, we will be required to apply for a renewal of our FCC license. We
anticipate that, absent significant misconduct on our part, the FCC will renew our license to permit operation of our satellites for their useful
lives, and grant a license for any replacement satellites.


In some areas with high concentrations of tall buildings, such as urban centers, signals from our satellites may be blocked and reception
can be adversely affected. In many of these areas, we have installed terrestrial repeaters to supplement our satellite signal coverage. The FCC
has not yet established rules governing terrestrial repeaters. A rulemaking on the subject was initiated by the FCC in March 1997 and is still
pending. Many comments have been filed as part of this rulemaking, including comments from the National Association of Broadcasters, major
cellular telephone system operators and other holders of spectrum adjoining ours. The comments cover many topics relating to the operation of


’,r terrestrial repeaters, but principally seek to protect adjoining wireless services from interference. We cannot predict the outcome or timing
.,t’these FCC proceedings and the final rules adopted by the FCC may limit our ability to deploy additional terrestrial repeaters, require us to
reduce the power of our existing terrestrial repeaters or fail to protect us from interference by adjoining spectrum holders. In the interim, the
FCC has granted us special temporary authority to operate over 200 terrestrial repeaters and offer our service on a non-harmful interference
basis to other wireless services.


We design, establish specifications for, source parts and components for, and manage various aspects of the logistic and production of
SIRIUS radios, including SIRIUS radios that include FM modulators. Part 15 of the FCC’s rules establish a number of requirements relating to
FM modulators, including emissions and frequency rules. The FCC is reviewing whether the FM transmitters in certain SIRIUS radios comply
with the Commission’s emissions and frequency rules. We are cooperating with the FCC in its on-going inquiry, and have discovered that
certain SIRIUS personnel requested manufacturers to produce SIRIUS radios that were not consistent with these rules. We are taking
significant steps to ensure that this situation does not happen again, including the adoption of a comprehensive compliance plan, approved by
our board of directors, to ensure that our products comply with all applicable FCC rules. We have directed manufacturers of SIRIUS radios
with FM transmitters to make the necessary changes in production to bring the radios into compliance. We believe our radios that are currently
in production comply with applicable FCC rules. The FCC’s inquiry may result in fines, additional license conditions or other FCC actions that
are detrimental to our business.


In 2006, we entered into an agreement with Space Systems/Loral to design and construct a new satellite. In September 2006, we filed an
application with the FCC to amend our license to add this satellite to our existing satellite constellation. No one has filed comments on our
application with the FCC. We cannot predict when the FCC will act on our application, and we cannot be sure that the modification we have
requested will be granted.
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Our FCC license is conditioned on us certifying that our system includes a receiver design that will permit end users to access XM
Radio’s system. We have signed an agreement with XM Radio to develop jointly a unified standard for satellite radios to facilitate the ability of
consumers to purchase one radio capable of receiving both our and XM Radio’s services. We believe that this agreement, and our efforts with


Radio to develop this unified standard for satellite radios, satisfies the interoperability condition contained in our FCC license.


The Communications Act prohibits the issuance of a license to a foreign government or a representative of a foreign government, and
contains limitations on the ownership of common carrier, broadcast and some other radio licenses by non-U.S, citizens. We are regulated as a
subscription-based, non-common carder by the FCC and are not a broadcast service. As such, we are not bound by the foreign ownership
provisions of the Communications Act. As a private carrier, we are free to set our own prices and serve customers according to our own
business judgment without economic regulation.


Changes in law or regulations relating to communications policy or to matters affecting our service could adversely affect our ability to
retain our FCC license or the manner in which we operate.


The SIRIUS Trademark


We have several registrations and approved applications in the U.S. Patent and Trademark Office for the "SIRIUS" trademark and the
"Dog Design" logo used in connection with our products and service. We intend to maintain our trademarks and the applications and
registrations therefor. We are not aware of any material claims of infringement or other challenges to our right to use the "SIRIUS" trademark
or the "Dog Design" logo in the United States in connection with our products or service.


Copyrights in Programming


In connection with our music programming, we must negotiate and enter into royalty arrangements with two sets of rights holders:
holders of copyrights in musical works, or songs, and holders of copyrights in sound recordings--records, cassettes, compact discs and audio
files.


Musical works rights holders, generally songwriters and music publishers, are represented by performing rights organizations such as the
American Society of Composers, Authors and Publishers, or ASCAP, Broadcast Music, Inc., or BMI, and SESAC, Inc. These organizations
negotiate fees with copyright users, collect royalties and distribute them to the rights holders. Our public performance license agreements with
ASCAP and SESAC expired at the end of 2006. We have entered into an interim license agreement with ASCAP and BMI to pay royalties for


O :r public performances of musical works by our satellite radio service, and are in discussions regarding final licenses. If we are unable to
taeh final agreements with ASCAP, BMI and SESAC, a royalty rate may ultimately be established through litigation.


Sound recording rights holders, typically large record companies, are primarily represented by SoundExchange, an organization which
negotiates licenses and collects and distributes royalties on behalf of record companies and performing artists. Our agreement with
SoundExchange to pay royalties for our public performances of sound recordings by our satellite radio service expired at the end of 2006. A
proceeding has commenced before the Copyright Royalty Board of the Library of Congress to establish the royalty rate and terms for the sound
recordings we use on our satellite radio service for 2007 through 2012. In October 2006, we and XM Radio filed our direct ease in this
proceeding with the Copyright Royalty Board and proposed a royalty rate for our satellite radio subscription revenue. SoundExehange also
submitted its direct ease in this proceeding and proposed a substantially higher royalty rate than we proposed. The submission of direct cases is
the beginning of a twelve to eighteen month process which, absent an agreement among the parties, will result in a determination by the
Copyright Royalty Board of an applicable royalty rate.


We cannot assure that our royalty fees will remain at current levels or that additional litigation will not arise in connection with royalty
arrangements, and we cannot predict what the costs to us of a proceeding or a settlement of such a dispute or disputes might be.
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Personnel


As of December 31, 2006, we had 772 employees. In addition, we rely upon a number of consultants, other advisors and outsourced


(,’--~lationships. None of our employees is represented by a labor union, and we believe that our relationship with our employees is good.


Corporate Information


Sirius Satellite Radio Inc. was incorporated in the State of Delaware as Satellite CD Radio, Inc. on May 17, 1990. On December 7, 1992,
we changed our name to CD Radio Inc., and we formed a wholly owned subsidiary, Satellite CD Radio, Inc., that is the holder of our FCC
license. On November 18, 1999, we changed our name to Sirius Satellite Radio Inc. Our executive offices are located at 1221 Avenue of the
Americas, 36th floor, New York, New York 10020 and our telephone number is (212) 584-5100. Our internet address is SIRIUS.com. Our
annual, quarterly and current reports, and amendments to those reports, filed or furnished pursuant to Section 14(a) or 15(d) of the Securities
Exchange Act of 1934 may be accessed free of charge through our website al~er we have electronically filed such material with, or furnished it
to, the SEC. SIRIUS.corn is an inactive textual reference only, meaning that the information contained on the website is not part of this Annual
Report on Form 10-K and is not incorporated in this report by reference.


Executive Officers of the Registrant


Certain information regarding our executive officers is provided below:


Name Age Position


Mel Karmazin 63
Scott A. Greenstein 47
James E. Meyer 52
Patrick L. Donnelly 45
David J. Frear 50


Chief Executive Officer
President, Entertainment and Sports
President, Sales and Operations
Executive Vice President, General Counsel and Secretary
Executive Vice President and Chief Financial Officer


Mei Karmazin has served as our Chief Executive Officer and a member of our board of directors since November 2004. Prior to joining
us, Mr. Karmazin was President and Chief Operating Officer and a member of the board of directors of Viacom Inc. from May 2000 until June ~
4004. Prior to joining Viacom, Mr. Karmazin was President and Chief Executive Officer of CBS Corporation from January 1999 and a director:


CBS Corporation from 1997 until its merger with Viacom in May 2000. He was President and Chief Operating Officer of CBS Corporation
ti’om April 1998 through December 1998. Mr. Karmazin joined CBS Corporation in December 1996 as Chairman and Chief Executive Officer
of CBS Radio and served as Chairman and Chief Executive Officer of the CBS Station Group (Radio and Television) from May 1997 to April
1998. Prior to joining CBS Corporation, Mr. Karmazin served as President and Chief Executive Officer of Infinity Broadcasting Corporation
from 1981 until its acquisition by CBS Corporation in December 1996. Mr. Karmazin served as Chairman, President and Chief Executive
Officer of Infinity from December 1998 until the merger of Infinity Broadcasting Corporation with Viacom in February 2001.


Scott A, Greenstein has served as our President, Entertainment and Sports, since May 2004. Prior to May 2004, Mr. Greenstein was
Chief Executive Officer of The Greenstein Group, a media and entertainment consulting firm. From 1999 until 2002, he was Chairman of USA
Films, a motion picture production, marketing and distribution company. From 1997 until 1999, Mr. Greenstein was Co-President of October
Films, a motion picture production, marketing and distribution company. Prior to joining October Films, Mr. Greenstein was Senior Vice
President of Motion Pictures, Music, New Media and Publishing at Miramax Films, and held senior positions at Viacom Inc., a diversified
media and entertainment company.


James E. Meyer has served as our President, Sales and Operations, since May 2004. Prior to May 2004, Mr. Meyer was President of
Aegis Ventures Incorporated, a consulting firm that provides general management services. From December 2001 until 2002, Mr. Meyer
served as special advisor to the Chairman of Thomson S.A., a leading consumer electronics company. From January 1997 until December
2001, Mr. Meyer served as the Senior Executive Vice President for Thomson as well as the Chief Operating Officer for Thomson Consumer
Electronics.
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From 1992 until 1996, Mr. Meyer served as Thomson’s Senior Vice President of Product Management. Mr. Meyer is a director of Gemstar-TV
Guide International, Inc.


Patrick L. Donnelly has served as our Executive Vice President, General Counsel and Secretary since May 1998. From June 1997 to
ay 1998, he was Vice President and deputy general counsel oflTT Corporation, a hotel, gaming and entertainment company that was


acquired by Starwood Hotels & Resorts Worldwide, Inc. in February 1998. From October 1995 to June 1997, he was assistant general counsel
of ITT Corporation. Prior to October 1995, Mr. Donnetly was an associate at the law firm of Simpson Thacher & Bartlett LLP.


David J. Frear has served as our Executive Vice President and Chief Financial Officer since June 2003. From July 1999 through
February 2003, Mr. Frear was Executive Vice President and Chief Financial Officer of Sawis Communications Corporation, a global managed
service provider, delivering internet protocol applications for business customers. From October 1999 through February 2003, Mr. Frear also
served as a director of S awis. Mr. Frear was an independent consultant in the telecommunications industry from August 1998 until June 1999.
From October 1993 to July 1998, Mr. Frear was Senior Vice President and Chief Financial Officer of Orion Network Systems Inc., an
international satellite communications company that was acquired by Loral Space & Communications Ltd. in March 1998. From 1990 to 1993,
Mr. Frear was Chief Financial Officer of Millieom Incorporated, a cellular paging and cable television company. Prior to joining Millicom, he
was an investment banker at Bear, Stearns & Co., Inc. and Credit Suisse.


Employment Agreements


We have entered into an employment agreement with each of our executive officers, and these agreements are described below.


MelKarmazin. In November 2004, we entered into a five-year agreement with Mel Karmazin to serve as our Chief Executive Officer.
We pay Mr. Karmazin a base salary of $1,250,000 per year, and annual bonuses in an amount determined each year by the Compensation
Committee of our board of directors.


Pursuant to our agreement with Mr. Karmazin, his stock options and shares of restricted stock will vest upon his termination of
employment for good reason, upon his death or disability and in the event of a change in control. In the event Mr. Karmazin’s employment is
terminated by us without cause, his unvested stock options and shares of restricted stock will vest and become exercisable, and he will receive
his current base salary for the remainder of the term and any earned but unpaid annual bonus.


In the event that any payment we make, or benefit we provide, to Mr. Karmazin would require him to pay an excise tax under Section
’0G of the United States Internal Revenue Code, we have agreed to pay Mr. Karmazin the amount of such tax and such additional amount as


be necessary to place him in the exact same financial position that he would have been in if the excise tax was not imposed.


Scott A. Greenstein. Mr. Greenstein has agreed to serve as our President, Entertainment and Sports, through July 2009, and we pay Mr.
Greenstein an annual salary of $800,000.


If Mr. Greenstein’s employment is terminated without cause or he terminates his employment for good reason, he is entitled to receive a
lump sum payment equal to (1) his base salary in effect from the termination date through July 2009 and (2) any annual bonuses, at a level
equal to 60% of his base salary, that would have been customarily paid during the period from the termination date through July 2009. In the
event Mr. Greenstein’s employment is terminated without cause or he terminates his employment for good reason, we are also obligated to
continue his medical, disability and life insurance benefits for eighteen months following his termination.


If, following the occurrence of a change in control, Mr. Greenstein is terminated without cause or he terminates his employment for good
reason, we are obligated to pay Mr. Greenstein the lesser of (I) four times his base salary and (2) 80% of the multiple of base salary, if any, that
our chief executive officer would be entitled to receive under his or her employment agreement if he or she was terminated without cause or
terminated for good reason following such change in control. We are also obligated to continue Mr. Greenstein’s medical, disability and life
insurance benefits, or pay him an amount sufficient to replace these benefits, until the third anniversary of his termination date.
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In the event that any payment we make, or benefit we provide, to Mr. Greenstein would require him to pay an excise tax under Section
280G of the United States Internal Revenue Code, we have agreed to pay Mr. Greenstein the amount of such tax and such additional amount as
may be necessary to place him in the exact same financial position that he would have been in if the excise tax was not imposed.


C
"    James E. Meyer. Mr. Meyer has agreed to serve as our President, Sales and Operations, until April 2007 and we pay Mr. Meyer an ~


annual salary of $900,000.


If, following the occurrence of a change in control, Mr. Meyer is terminated without cause or he terminates his employment for good
reason, we are obligated to pay Mr. Meyer the lesser of(l) four times his base salary, and (2) 80% of the multiple of base salary, if any, that
our chief executive officer would be entitled to receive under his or her employment agreement if he or she was terminated without cause or
terminated for good reason following such change of control. We are also obligated to continue Mr. Meyer’s medical, disability and life
insurunee benefits, or pay him an amount sufficient to replace these benefits, until the third anniversary of his termination date.


In the event that any payment we make, or benefit we provide, to Mr. Meyer would require him to pay an excise tax under Section 280G
of the United States Internal Revenue Code, we have agreed to pay Mr. Meyer the amount of such tax and such additional amount as may be
necessary to place him in the exact same financial position that he would have been in if the excise tax were not imposed.


Upon the expiration of Mr. Meyer’s employment agreement in April 2007, we have agreed to offer Mr. Meyer a one-year consulting
agreement. We expect to reimburse Mr. Meyer for all of his reasonable out-of-pocket expenses associated with the performance of his
obligations under this consulting agreement, but do not expect to pay him any cash compensation. Mr. Meyer’s stock options will continue to
vest and will be exercisable during the term of this consulting agreement.


Patrick L. Donnelly. Mr. Donnelly has agreed to serve as our Executive Vice President, General Counsel and Secretary, through April
2007, and we pay Mr. Dounelly an annual base salary of $450,000.


If Mr. Donnelly’s employment is terminated without cause or he terminates his employment for good reason, we are obligated to pay Mr.
Donnelly his annual salary and the annual bonus last paid to him and to continue his medical, disability and life insurance benefits for one year.


In the event that any payment we make, or benefit we provide, to Mr. Donnelly would require him to pay an excise tax under Section
280G of the United States Internal Revenue Code, we have agreed to pay Mr. Donnelly the amount of such tax and such additional amount as
may be necessary to place him in the exact same financial position that he would have been in if the excise tax was not imposed.


David J. Frear. Mr. Frear has agreed to serve as our Executive Vice President and Chief Financial Officer through July 2008, and we
pay Mr. Frear an annual salary of $525,000.


If Mr. Frear’s employment is terminated without cause or he terminates his employment for good reason, we are obligated to pay Mr.
Frear his annual salary and the annual bonus last paid to him.


In the event that any payment we make, or benefit we provide, to Mr. Frear would require him to pay an excise tax under Section 280G
of the United States Internal Revenue Code, we have agreed to pay Mr. Frear the amount of such tax and such additional amount as may be
necessary to place him in the exact same financial position that he would have been in if the excise tax was not imposed.


Additional information regarding the compensation for Messrs. Karmazin, Greenstein, Meyer, DormeIly and Frear will be included in our
definitive proxy statement for our 2007 annual meeting of stockholders to be held on Thursday, May 24, 2007.


Item 1A. Risk Factors


In addition to the other information in this Annual Report on Form I O-K, including the information under the caption "Competition,"
the following risk factors should be considered carefully in evaluating us and our business. This Annual Report on Form I O-K contains
forward-looking statements within the meaning of the federal securities laws. Actual results and the timing of events could differ materially
from those projected in forward-
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looking statements due to a number of factors, including those set forth below and elsewhere in this Annual Report on Form 10-K. See "’Special
Note Regarding Forward-Looking Statements."


satellites would significantly damage our business.


Our three satellites were launched in 2000. We do not maintain in-orbit insurance policies covering our satellites. We estimate that two
of our in-orbit satellites will have a 13 year useful life and our third in-orbit satellite will have a 15 year useful life from the time of launch. In
2006, we adjusted the useful lives of two of our in-orbit satellites from 15 years to 13 years to reflect the way we intend to operate the
constellation. Our operating results would be materially adversely affected if the useful life of our satellites is significantly shorter than we
expect, whether as a result of a satellite failure or technical obsolescence, and we fail to launch replacement satellites in a timely manner.


The useful lives of our satellites will vary and depend on a number of factors, including:


degradation and durability of solar panels;


quality of construction;


random failure of satellite components, which could result in significant damage to or loss of a satellite;


amount of fuel our satellites consume; and


damage or destruction by electrostatic storms or collisions with other objects in space, which occur only in rare eases.


Our satellites have experienced circuit failures on their solar arrays. The circuit failures our satellites have experienced do not affect our
current operations. Additional circuit failures could reduce the estimated useful life of our existing in-orbit satellites.


In the ordinary course of operation, satellites experience failures of component parts and operational and performance anomalies.
Components on our in-orbit satellites have failed, and from time to time we have experienced anomalies in the operation and performance of
our satellites. These failures and anomalies are expected to continue in the ordinary course, and it is impossible to predict if any of these future
events will have a material adverse effect on our operations or the useful life of our existing in-orbit satellites.


If one of our three satellites fails in orbit, our service would be impaired until such time as we successfully launch and commission our


Oare satellite, which would take six months or more. If two or more of our satellites fail in orbit in close proximity in time, our service could
suspended for at least 24 months. In such event, our business would be materially impacted and we could default on our commitments.


In June 2006, we entered into an agreement with Space Systems/Loral to design and construct a new satellite. The new satellite is
expected to be completed in the fourth quarter of 2008, and launched shortly thereafter. Satellite launches have significant risks, including
launch failure, damage or destruction of the satellite during launch and failure to achieve a proper orbit or operate as planned. Our agreement
with Space Systems/Loral does not protect us against the risks inherent in a satellite launch or in-orbit operations.


Failure to comply with FCC requirements could damage our business.


As the holder of an FCC license to operate a satellite radio service in the United States, we are subject to FCC rules and regulations. The
terms of our license require us to meet certain conditions, including designing a receiver that will permit end users to access XM Radio’s
system; coordination of our satellite radio service with radio systems operating in the same range of frequencies in neighboring countries; and
coordination of our communications links to our satellites with other systems that operate in the same frequency band. Non-compliance by us
with these conditions could result in fines, additional license conditions, license revocation or other detrimental FCC actions.
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The FCC is reviewing whether the FM transmitters in certain SIRIUS radios comply with the Commission’s emissions and frequency
rules. We are cooperating with the FCC in its on-going inquiry, and have discovered that certain SIRIUS personnel requested manufacturers to
produce SIRIUS radios that were not consistent with these rules. We are taking significant steps to ensure that this situation does not happen ~


..~..a~ain, including the adoption of a comprehensive compliance plan, approved by our hoard of directors, to ensure that in the future our produc~(
" reply with all applicable FCC rules. We have directed manufacturers of SIRIUS radios with FM transmitters to make the necessary changes~


¯ production to bring the radios into compliance. We believe our radios that are currently in production comply with applicable FCC rules.
SIRIUS radios that include compliant FM transmitters may be subject to some transmission noise, which may result in us encouraging
professional installation in some cases. We continue to study methods to improve the customer experience for our subscribers using SIRIUS
radios that rely on FM transmissions. The FCC’s inquiry may result in fines, additional license conditions or other FCC actions that are
detrimental to our business.


The FCC has not yet issued final rules permitting us to operate and deploy terrestrial repeaters to fill gaps in our satellite coverage. We
are operating our terrestrial repeaters on a "non-interference" basis pursuant to a grant of special temporary authority from the FCC. The FCC’s
final terrestrial repeater rules may require us to reduce the power of our terrestrial repeaters and limit our ability to deploy additional repeaters.
If the FCC requires us to reduce significantly the power of our terrestrial repeaters, this would have an adverse effect on the quality of our
service in certain markets and/or cause us to alter our terrestrial repeater infrastructure at a substantial cost. If the FCC limits our ability to
deploy additional terrestrial repeaters, our ability to improve any deficiencies in our service quality that may be identified in the future would
be adversely affected.


In October 2006, we ceased operating 11 of our terrestrial repeaters which we discovered had been operating at variance to the
specifications and applied to the FCC for new authority to resume operating these repeaters. Our failure to comply with the initial special
temporary authority could result in disciplinary action by the FCC, although we do not believe such action would have a material adverse effect
on our business or operations.


We may from time to time modify our business plan, and these changes could adversely affect us and our financial condition.


We regularly evaluate our plans and strategy. These evaluations often result in changes to our plans and strategy, some of which may be
material and significantly change our cash requirements or cause us to achieve cash flow breakeven at a later date. These changes in our plans
or strategy may include: the acquisition of unique or compelling programming; the introduction of new features or services; significant new or
enhanced distribution arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum; and acquisitions of third
parties that own programming, distribution, infrastructure, assets, or any combination of the foregoing.


To fund incremental cash requirements, or as market opportunities arise, we may choose to raise additional funds through the sale of
..dditional debt securities, equity securities or a combination of debt and equity securities. The incurrence of indebtedness would result in
increased fiscal obligations and could contain additional restrictive covenants. The sale of additional equity or convertible debt securities would
result in dilution to our stockholders. These additional sources of funds may not be available or, if available, may not be available on terms
favorable to us.


Our business might never become profitable.


As of December 31, 2006, we had an accumulated deficit of approximately $3.8 billion. We expect our cumulative net losses to grow as
we make payments under various contracts, incur marketing and subscriber acquisition costs and make interest payments on our debt. If we are
unable ultimately to generate sufficient revenues to become profitable, we could default on our commitments and may have to discontinue
operations or seek a purchaser for our business or assets.


Programming is an important part of our service, and the costs to renew our programming arrangements may be more than
anticipated.


Third-party content is an important part of our service, and we compete with many parties for content. We have entered into a number of
important content arrangements, including agreements with the NFL, Howard Stem and NASCAR, which require us to pay substantial sums.
Our agreement with the NFL expires at the end of the
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2010-2011 NFL season; our agreement with Howard Stern expires in December 2010; and our agreement with NASCAR expires in 2011. As
these agreements expire, we may not be able to negotiate renewals of one or more of these agreements, or renew such agreements at costs we
believe are attractive.


~_,"    In addition, we may not be able to obtain additional third-party content within the costs contemplated by our business plan. We must


negotiate and enter into music programming royalty arrangements with BMI, ASCAP, SESAC and SoundExchange. We are currently party to
a proceeding before the Copyright Royalty Board of the Library of Congress to establish the royalty rate and terms for the sound recordings we
use on our satellite radio service for the period for 2007 through 2012. Such royalty arrangements may be more cosily than anticipated. We
cannot assure that our royalty fees will remain at current levels or that additional arbitration or litigation will not arise in connection with
royalty arrangements, and we cannot predict what the costs to us of a proceeding or a settlement of such a dispute or disputes might be.


Higher than expected costs of attracting new subscribers and retaining current subscribers could adversely affect our financial
performance and operating results.


We are spending substantial funds on advertising and marketing and in transactions with automakers, radio manufacturers, retailers and
others to obtain and attract subscribers. If the costs of attracting and retaining subscribers are greater than expected, our financial performance
and operating results could be adversely affected.


Higher subscriber turnover could adversely affect our financial performance and operating results.


We are experiencing, and expect to continue to experience in the future, subscriber turnover, or churn. High subscriber turnover, or our
inability to attract customers to our service, would adversely affect our financial performance and operating results.


Weaker than expected market and advertiser acceptance of our service could adversely affect our advertising revenue and results of
operations.


Our ability to generate advertising revenues is directly affected by the number of subscribers to our service and the amount of time
subscribers spend listening to our talk and entertainment channels or our traffic and weather service. Our ability to generate advertising
revenues also depends on several factors, including the level and type of market penetration of our service, competition for advertising dollars
from other media, and changes in the advertising industry and economy generally. We directly compete for audiences and advertising revenues
with traditional AM/FM radio stations, some of which maintain longstanding relationships with advertisers and possess greater resources than


O~ do.


We attract a substantial number of our new subscribers during the fourth quarter and our inability to deliver competitive products
during the fourth quarter could have a material adverse affect on our operations.


We attract a disproportionate share of our new subscribers each year during the fourth quarter because of the holiday season. For
example, in 2006 we attracted approximately 33% of our new subscribers during the fourth quarter. As a result, our failure to properly manage
radio inventory, respond to changing technology and competitive pressures or deliver a competitive product during the fourth quarter could
significantly reduce our number of new subscribers and have an adverse affect on our operations. We also depend on third parties to
manufacture, distribute, market and sell SIRIUS radios, and their failure to perform during the fourth quarter could have an adverse affect on
our operations.


Failure of third parties to perform could adversely affect our business.


Our business depends in part on the efforts of third parties, especially the efforts of:


o


automakers that manufacture, market and sell vehicles capable of receiving our service, but in many cases have no obligations to
do so;


consumer electronics manufacturers that manufacture and distribute SIRIUS radios;


companies that manufacture and sell integrated circuits for SIRIUS radios;


programming providers and on-air talent, including Howard Stern;


retailers that market and sell SIRIUS radios and promote subscriptions to our service; and


third party vendors that have designed, built, support or operate important elements of our system, such
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as our customer service facilities.


(
-    If one or more of these third parties does not perform in a sufficient or timely manner, our business will be adversely affected and we Q


uld be placed at a long-term disadvantage.


The sale of vehicles with SIRIUS radios is an important source of subscribers for us. To the extent sales of vehicles by automakers slow,
our subscriber growth could be adversely impacted. In addition, we do not manufacture satellite radios or accessories, and we depend on
manufacturers and others for the production of SIRIUS radios and their component parts. If one or more manufacturers does not produce radios
in a sufficient quantity to meet demand, or if such radios were not to perform as advertised or were to be defective, sales of our service and our
reputation could be adversely affected.


We may be exposed to liabilities associated with the design, manufacture and distribution of SIRIUS radios.


We do not manufacture, import, or distribute SIRIUS radios. We do design, establish specifications for, source parts and components for,
and manage various aspects of the logistics and production of SIRIUS radios. As a result of these activities, we may be exposed to liabilities
associated with the design, manufacture and distribution of SIRIUS radios that the providers of an entertainment service would not customarily
be subject to, such as liabilities for design defects, patent infringement and compliance with applicable laws.


Rapid technological and industry changes could make our service obsolete.


The satellite industry and the audio entertainment industry are both characterized by rapid technological change, frequent new product
innovations, changes in customer requirements and expectations, and evolving industry standards. If we are unable to keep pace with these
changes, our business may be unsuccessful. Products using new technologies, or emerging industry standards, could make our technologies
obsolete or less competitive in the marketplace.


Our substantial indebtedness could adversely affect our financial health.


As of December 31, 2006, we had approximately $1.1 billion of indebtedness. We may incur more debt if we believe we can raise money
on favorable terms. A significant portion of our indebtedness contains restrictive covenants. Our indebtedness could:                     ~


~. ¯ limit our flexibility in planning for, or reacting to, changes in our business and industry;


¯ limit our ability to borrow additional funds;


¯ increase our vulnerability to general adverse economic and industry conditions;


require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness, possibly reducing
the availability of our cash flow to fund working capital, capital expenditures, and other general corporate purposes; and


¯ place us at a competitive disadvantage compared to competitors that have less debt.


Failure to comply with the covenants contained in the indentures governing our debt could result in an event of default, which, if not
cured or waived, could eanse us to discontinue operations or seek a purchaser for our business or assets.


Our national broadcast studio, terrestrial repeater network, satellite uplink facility or other ground facilities could be damaged by
natural catastrophes or terrorist activities.


An earthquake, tornado, flood, terrorist attack or other catastrophic event could damage our national broadcast studio, terrestrial repeater
network or satellite uplink facility, interrupt our service and harm our business. We do not have replacement or redundant facilities that can be
used to assume the functions of our terrestrial repeater network, national broadcast studio or satellite uplink facility in the event of a
catastrophic event.


Any damage to the satellite that transmits to our terrestrial repeater network would likely result in degradation of our service for some
subscribers and could result in complete loss of service in certain areas. Damage to our national broadcast studio would restrict our
programming production and require us to obtain programming from third parties to continue our service. Damage to our satellite uplink
facility could result in a complete loss of service until we could identify a suitable replacement facility and transfer our operations to that site.
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Consumers could pirate our service.


Individuals who engage in piracy may be able to obtain or rebroadcast our satellite radio service without paying the subscription fee.
we use encryption technology to mitigate the risk of signal theft, such technology may not be adequate to prevent theft of our signal.


signal theft becomes widespread, it could harm our business.


Risks Relating to the Pending Merger with XM Radio


Uncertainty about the merger and diversion of management could harm us or the combined company, whether or not the merger is
completed.


In response to the announcement of the merger, existing or prospective subscribers, retailers, radio manufacturers, automakers and
programming providers of ours may delay or defer their purchasing or other decisions concerning us or they may seek to change their existing
business relationships with us. In addition, as a result of the merger, current and prospective employees could experience uncertainty about
their future with us or the combined company. These uncertainties may impair our ability to retain, recruit or motivate key personnel.
Completion of the merger will also require a significant amount of time and attention from our management. The diversion of management
attention away from ongoing operations could adversely affect our business relationships. If the merger is not completed by the end of 2007 as
currently anticipated, the adverse effects of these uncertainties and the diversion of management could be exacerbated by the delay.


Failure to complete the merger for regulatory or other reasons could adversely affect our stock price and our future business and
financial results.


Completion of the merger is conditioned upon, among other things, the receipt of certain regulatory and antitrust approvals, including
fi’om the FCC and under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and approval of our and XM Radio’s
stockholders. There is no assurance that we will receive the necessary approvals or satisfy the other conditions necessary for completion of the
merger. Failure to complete the pending merger would prevent us from realizing the anticipated benefits of the merger. We will also remain
liable for significant transaction costs, including legal and accounting fees, whether or not the merger is completed. In addition, the current
market price of our common stock may reflect a market assumption that the merger will occur, and a failure to complete the merger could
result in a negative perception by the market of us generally and a resulting decline in the market price of our common stock.


The anticipated benefits of the merger may not be realized fully or at all or may take longer to realize than expected.


The merger involves the integration of two companies that have previously operated independently. Due to legal restrictions, we have not
any integration planning for the two companies. The combined company will be required to devote significant management attention


and resources to integrating the two companies. Delays in this process could adversely affect the combined company’s business, financial
results, financial condition and stock price. Even if we are able to integrate our business operations successfully, there can be no assurance that
this integration will result in the realization of the full benefits of synergies, cost savings, innovation and operational effieiencies that we
currently expect from this integration or that these benefits will be achieved within the anticipated time frame.


Additionally, as a condition to their approval of the merger, regulatory agencies may impose requirements, limitations or costs or require
divestitures or place restrictions on the cunduet of the combined company’s business. If we agree to these requirements, limitations, costs,
divestitures or restrictions, our ability to realize the anticipated benefits of the merger may be impaired.


Item lB. Unresolved Staff Comments


None.
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Item 2. Properties


We lease space in office buildings in New York, New York, to house our headquarters and national broadcast studios. We also lease
/.-~fficc or studio spa¢� in Lawrcncevillc, New Jersey; Farmington Hills, Michigan; Nashville, Tennessee; Memphis, Tennessee; Los Angeles,
{ flifornia; and Houston, Texas. The aggregate annual rent for these properties was approximately $7,191,000 for the year ended December
"- ~006.


We own property that we use for technical and engineering facilities in Vernon, New Jersey. We also lease properties in Panama and
Ecuador that we use as earth stations to command and control our satellites.


Item 3. Legal Proceedings


FCC Matters. In April 2006, we learned that two manufacturers of SIRIUS radios and XM Radio had received inquiries from the Federal
Communieations Commission as to whether the FM transmitters in their products complied with the FCC’s emissions and frequency rules. We
promptly began an internal review of the compliance of the FM transmitters in a number of our radios. In June 2006, we learned that a third
manufacturer of SIRIUS radios had received an inquiry from the Federal Communications Commission as to whether the FM transmitters in its
products complied with the FCC’s emissions and frequency rules. In June 2006, we received a letter from the FCC making similar inquiries. In
July 2006, we responded to the letter from the FCC in respect of the preliminary results of our review. In August 2006, we received a follow-up
letter of inquiry from the FCC and responded to the FCC’s further inquiry. We continue to cooperate with the FCC’s inquiry.


During our internal review, we determined that certain of our radios with FM transmitters were not compliant with FCC rules. We have
taken a series of actions to correct the problem.


In connection with our internal review, we discovered that certain SIRIUS personnel requested manufacturers to produce SIRIUS radios
that were not consistent with the FCC’s rules. As a result of this review, we are taking significant steps to ensure that this situation does not
happen again, including the adoption of a comprehensive compliance plan, approved by our board of directors, to ensure that in the future our
products comply with all applicable FCC rules.


The FCC is continuing its review of our products. The FCC’s laboratory has tested a number of our products and found them to be
compliant with the FCC’s rules. We believe our radios that are currently in production comply with applicable FCC’s rules. No health or safety
issues are involved with these SIRIUS radios and radios which are factory-installed in new vehicles are not affected.


We have retained the services of an engineering compliance officer to report to our Vice President of Internal Audit, who then reports to
our Audit Committee.


In October 2006, we ceased operating 11 of our terrestrial repeaters which we discovered had been operating at variance to the
specifications and applied to the FCC for new authority to resume operating these repeaters.


Copyright Royal~y Board Proceeding. We are a party to a proceeding before the Copyright Royalty Board of the Library of Congress to
establish the royalty rate and terms for the sound recordings we use on our satellite radio service for the period for 2007 through 2012. In
October 2006, we and XM filed our direct case in this proceeding with the Copyright Royalty Board and proposed a royalty rate for our
satellite radio subscription revenue.


The Copyright Royalty Board must set a rate that is calculated to achieve four statutory objectives:


to maximize the availability of creative works to the public;


to afford the copyright owner a fair return for his creative work and the copyright user a fair income under existing economic
conditions;


to reflect the relative roles of the copyright owner and the copyright user in the product made available to the public with respect
to relative creative contribution, technological contribution, capital investment, cost, risk and contribution to the opening of new
markets for creative expression and media for their


23


I I I I I







communication; and


¯ to minimize any disruptive impact on the structure of the industries involved and on generally prevailing industry practices.


~"    We believe that the fee we proposed achieves these objectives and is consistent in principle with the fee established under the same
standard for digital cable audio.


SoundExchange, the organization that collects and distributes royalties from various digital music services on behalf of artists and music
labels, simultaneously submitted its direct case in this proceeding and proposed a substantially higher royalty rate than we proposed. This
submission of direct cases is the beginning of a twelve to eighteen month process which, absent an agreement among the parties, will result in a
determination by the Copyright Royalty Board of an applicable royalty rate.


U.S. Electronics Arbitration. U.S. Electronics Inc., a licensed manufacturer and distributor of SIRIUS radios, has commenced an
arbitration proceeding against us. U.S. Electronics alleges that we breached our contract, failed to pay monies owed under the contract,
interfered with U.S. Electronics’ relationships with retailers and manufacturers, and withheld information relating to the FCC’s inquiring into
SIRIUS radios that include FM modulators. U.S. Electronics is seeking $48 million in damages. We believe that approximately $41 million of
these damages are barred by the limitation of liability provisions contained in the contract between us and U.S. Electronics. We are vigorously
defending this action.


Other Matters. In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including actions
filed by former employees, parties to contracts or leases and owners of patents, trademarks, copyrights or other intellectual property. None of
these actions are, in our opinion, likely to have a material adverse effect on our business or financial results.


Item 4. Submission of Matters to a Vote of Security Holders


No matters were submitted to a vote of security holders during the fourth quarter of 2006.
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PART II


Item 5. Market For Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities


w closing bid price for our common stock, as reported by Nasdaq, for the periods indicated below:


High Low


Year ended December 31, 2005
First Quarter $ 7.64 $ 5.15
Second Quarter 6.58 4.67
Third Quarter 7.39 6.39
Fourth Quarter 7.87 5.86


Year ended December 31, 2006
First Quarter $ 6.57 $ 4A5
Second Quarter 5.41 3.68
Third Quarter 4.6! 3.65
Fourth Quarter 4.29 3.54


On February 26, 2007, the closing bid price of our common stock on the Nasdaq Global Select Market was $3.74 per share. On February
26, 2007, there were approximately 950,000 beneficial holders of our common stock. We have never paid cash dividends on our common
stock. We currently intend to retain earnings, if any, for use in our business and do not anticipate paying any cash dividends in the foreseeable
future.


Item 6. Selected Financial Data


Our selected financial data set forth below with respect to the consolidated statements of operations for the years ended December 31,
2006, 2005 and 2004, and with respect to the consolidated balance sheets at December 31, 2006 and 2005, are derived from our consolidated
financial statements audited by Ernst & Young LLP, independent registered public accounting firm, included in Item 8 of this Annual Report
on Form 10-K. Our selected financial data set forth below with respect to the consolidated statements of operations for the years ended
~ecember 31, 2003 and 2002, and with respect to the consolidated balance sheets at December 31, 2004, 2003 and 2002 are derived from our


statements by Young LLP, are not included this Annual Report. This selected financial datansolidatedfinancial audited Ernst& which in
should be read in conjunction with the Consolidated Financial Statements and related notes thereto included in Item 8 of this Annual Report
and "Management’s Discussion and Analysis of Financial Condition and Results of Operations."
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s of Operations Data:
Total revenue $
Loss from operations
Net loss (1)
Net loss applicable to common stockholders 0)
Net loss per share applicable to common stockholders


(basic and diluted) $
Weighted average common shares outstanding (basic and


diluted)


Balance Sheet Data:
Cash and cash equivalents
Marketable securities
Restricted investments
Total assets
Long-term debt, net of current portion
Accrued interest, net of current portion
Preferred stock
Accumulated deficit
Stockholders’ (deficit) equity (2)


For the Years Ended December 31,


2006 2005 2004 2003 2002


(In thousands, except per share amounts)


637,235 $ 242,245 $ 66,854 $ 12,872
(1,067,724) (829,140), (678,304) (437,530)
(1,104,867) (862,997) (712,162) (226,215)
(1,104,867) (862,997) (712,!62) (314,423)


(0.79) $ (0.65) $ (0.57) $ (0.38)


1,402,619 1,325,739 1,238,585- 827,186


393,421 $ 762,007 $ 753,891 $ 520,979
15,500 117,250 5,277 28,904
77,850 107,615 97,321 8,747 -


1,658,528 2,085,362 1,957,613 1,617,317
1,068,249 1,084,437 656,274 194,803


(3,833,720) (2,728,853) (1,865,856) (1,153,694)
(389,071)~    324,968    1,000,633    1,325,194


8O5
(313,127)
(422,481)
(468,466)


(6.13)


76,394


18,375
155,327


7,2OO
1,340,940


670,357
46,914


531,153
(927,479)


36,846


0)


(2)


Net loss and net loss applicable to common stockholders for ~e year ended December 31, 2003 included other income of $256,538 related to our debt restructuring.


No cash dividends were declared or paid in any of the periods presented.


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations


This Annual Report on Form 10-K contains forward-looking statements within the meaning of the federal securities laws. Actual results
timing of events could differ materially from those projected in forward-looking statements due to a number of factors, including those


described under "1tern 1A--Risk Factors" and elsewhere in this Annual Report. See "Special Note Regarding Forward-Looking Statements."


(All dollar amounts referenced in this Item 7 are in thousands, unless otherwise stated)


Executive Summary


Overview:


We are a satellite radio provider in the United States. We currently broadcast over 130 channels of programming to listeners across the
country. We offer 69 channels of 100% commercial-free music and 65 channels of sports, news, talk, entertainment, traffic and weather for a
monthly subscription fee of $12.95.


We broadcast through our proprietary satellite radio system, which currently consists of three orbiting satellites, 127 terrestrial repeaters
that receive and retransmit our signal, a satellite uplink facility and our studios. Subscribers receive our service through SIRIUS radios, which
are sold by automakers, consumer electronics retailers, mobile audio dealers and through our website. Subscribers can also receive our music
channels and certain other channels over the Internet.


Our music channels are available to DISH satellite television subscribers and certain of our music channels are offered to Sprint
subscribers over multi-media handsets. We also offer traffic and weather data services for a separate fee. Subscribers to DISH satellite
television, Sprint and our traffic and weather data services are not included in our subscriber count.


In 2005, SIRIUS Canada Inc., a Canadian corporation owned by us, Canadian Broadcasting Corporation and Standard Radio Inc.,
received a license from the Canadian Radio-television and Telecommunications Commission to offer a satellite radio service in Canada.
SIRIUS Canada offers 110 channels of commercial-free
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music and news, sports, talk and entertainment programming, including 11 channels of Canadian content. Subscribers to the SIRIUS Canada
service are not included in our subscriber count.


.. SIRIUS radios primarily distributed through retailers; automakers, OEMs; and throughwebsite. SIRIUS radios beare or our can
trchased at major retailers, including Best Buy; Circuit City; Crutchfield; Costco; Target; Wal-Mart; and on an exclusive basis through


,~adioShack. On December 31, 2006, SIRIUS radios were available at more than 25,000 retail locations. We have exclusive agreements with
DaimlerChrysler, Ford, Kia, Mitsubishi, BMW, Rolls-Royce, Volkswagen and Bentley to offer SIRIUS radios as factory or dealer-installed
equipment. We also have relationships with Nissan, Infiniti, Toyota, Lexus, Scion and Subaru to offer SIRIUS radios as factory or dealer-
installed equipment. As of December 31, 2006, SIRIUS radios were available as a factory-installed option in 132 vehicle models and as a
dealer-installed option in 17 vehicle models. SIRIUS radios are also offered to renters of Hertz vehicles at airport locations nationwide.


As of December 3 I, 2006, we had 6,024,555 subscribers compared with 3,316,560 subscribers as of December 31, 2005. Our subscriber
totals include subscribers under our regular pricing plans; subscribers that have prepaid, including payments received from automakers for
prepaid subscriptions included in the sale or lease price of a new vehicle; active SIRIUS radios under our agreement with Hertz; and
subscribers to SIRIUS Interact Radio, our Interact service.


We believe our ability to attract and retain subscribers depends in large part on creating and sustaining distribution channels for SIRIUS
radios, the strength of the SIRIUS brand, and on the quality and entertainment value of our programming. We expect to concentrate our future
efforts on enhancing and refining our programming, whether through additional agreements with third parties or our own creative efforts;
introducing SIRIUS radios with new features and functions; and expanding the distribution of SIRIUS radios through arrangements with
automakers and through additional retail points-of-sale.


Our primary source of revenue is subscription fees, with most of our customers subscribing to SIRIUS on either an annual or a monthly
basis. We offer discounts for pre-paid and long-term subscriptions as well as discounts for multiple subscriptions. Currently we receive an
average of approximately eight months of prepaid revenue per subscriber upon activation. We also derive revenue from activation fees, the sale
of advertising on some of our non-music channels and the direct sale of SIRIUS radios and accessories.


In certain cases, automakers include a subscription to our radio service in the sale or lease price of vehicles. The length of these prepaid
subscriptions vary, but is typically six months to one year. In many eases, we receive subscription payments from automakers in advance of the
activation of our service. We also reimburse various automakers for certain costs associated with SIRIUS radios installed in their vehicles.


Costs associated with acquiring subscribers are generally incurred and expensed in advance of acquiring a subscriber and are recognized
¯ subscriber acquisition costs. A disproportionate percentage of our annual gross subscriber additions are acquired in the fourth quarter in


Connection with holiday sales. As a result, our SAC, as adjusted, per gross subscriber addition, a key operating metric for our business, is
generally higher in the first three quarters of our fiscal year and declines in the fourth quarter as we experience higher activation rates.


During 2006, we achieved significant financial and operational milestones, including:


capturing 67% share of total satellite radio net additions in the fourth quarter and 62% for the year, and more than doubled our
OEM subscribers;


entered into new agreements with Volkswagen, Audi, Kia, Rolls-Royce and Bentley;


introduced the Stiletto 100, the first portable satellite radio with WiFi capabilities;


achieved positive free cash flow in the fourth quarter 2006 - four years after adding our first subscriber; and


added new programming, including Howard Stem, Playboy Radio, Cosmo Radio, Blue Collar Radio, FOX News Channels, the
Catholic Channel, Jerry Rice, Tony Stewart, Chelsea Football Club, Metropolitan Opera Radio and Jane Pratt.


In June 2006, we entered into an agreement with Space Systems/Loral to design and construct a new satellite that will be one of the most
advanced and powerful communications satellites ever built. Construction of the
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satellite is expected to be completed in the fourth quarter of 2008. The satellite will be launched on a Proton rocket acquired by us under a
previously announced launch contract. The aggregate cost of designing, building and launching the satellite and insuring its launch will be
approximately $260,000.


Q~" ritical Accounting Policies and Estimates


Our consolidated financial statements are prepared in accordance with U.S. generally accepted accounting principles, which require
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the periods. We have disclosed all significant accounting policies in Note 2 to the
consolidated financial statements included in this report. We have identified the following policies, which were discussed with the audit
committee of our board of directors, as critical to our business and understanding our results of operations.


Revenue Recognition. Revenue from subscribers consists of subscription fees; revenue derived from our agreement with Hertz; non-
refundable activation fees; and the effects of mail-in rebates.


We recognize subscription fees as our service is provided to a subscriber. We record deferred revenue for prepaid subscription fees and
amortize these prepayments to revenue ratably over the term of the respective subscription plan.


At the time of sale, vehicle owners purchasing or leasing a vehicle with a subscription to our service typically receive between a six
month and one year prepaid subscription. We receive payment from automakers for these subscriptions in advance of our service being
activated. Such prepayments are recorded to deferred revenue and amortized ratably over the service period upon activation and sale to a
customer. We also reimburse automakers for certain costs associated with the SIRIUS radio installed in the applicable vehicle at the time the
vehicle is manufactured. The associated payments to the automakers are included in subscriber acquisition costs. Although we receive
payments from the automakers, they do not resell our service; rather, automakers facilitate the sale of our service to our customers, acting
similar to an agent. We believe this is the appropriate characterization of our relationship since we are responsible for providing service to our
customers including being obligated to the customer if there was interruption of service.


Activation fees are recognized ratably over the estimated term of a subscriber relationship, currently estimated to be 3.5 years. The
estimated term. of a subscriber relationship is based on market research and management’s judgment and, if necessary, will be refined in the
future as historical data becomes available.


O As required by Emerging Issues Task Force ("EITF") No. 01-09, "Accounting for Consideration Given by a Vendor to a Customer
ncluding a Reseller of the Vendor’s Products)," an estimate of mail-in rebates that are paid by us directly to subscribers is recorded as a


reduction to revenue in the period the subscriber activates our service. For certain mail-in rebate promotions, a subscriber must remain active
for a specified period of time to be considered eligible. In those instances, such estimate is recorded as a reduction to revenue over the required
activation period. We estimate the effects of mail-in rebates based on actual take-rates for rebate incentives offered in prior periods, adjusted as
deemed necessary based on current take-rate data available at the time. In subsequent periods, estimates are adjusted when necessary.


We recognize revenues from the sale of advertising on some of our non-music channels as the advertising is broadcast. Agency fees are
calculated based on a stated percentage applied to gross billing revenue for our advertising inventory and are reported as a reduction of
advertising revenue, We pay certain third parties a percentage of advertising revenue. Advertising revenue is recorded gross of such revenue
share payments in accordance with EITF No. 99-19, "Reporting Revenue Gross as a Principal versus Net as an Agent," as we are the primary
obligor in the transaction. Advertising revenue share payments are recorded to programming and content expense during the period in which
the advertising is broadcast.


Equipment revenue from the direct sale of SIRIUS radios and accessories is recognized upon shipment. Shipping and handling costs
billed to customers are recorded as revenue. Shipping and handling costs associated with shipping goods to customers are recorded to cost of
equipment.


EITF No. 00-21, "Accounting for Revenue Arrangements with Multiple Deliverables," provides guidance on how and when to recognize
revenues for arrangements that may involve the delivery or performance of multiple products, services and/or rights to use assets. Revenue
arrangements with multiple deliverables are required to be
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divided into separate units of accounting if the deliverables in the arrangement meet certain criteria. Arrangement consideration must be
allocated among the separate units of accounting based on their relative fair values.


.,,~-.    We determined that the sale of our service through our direct to consumer channel with accompanying equipment constitutes


. rangement with multiple deliverables. In these types of arrangements, amounts received for equipment are recognized as equipment
¯ ,mounts received for service are recognized as subscription revenue; and amounts received for the non-refundable, up-front activation fee that


are not contingent on the delivery of the service are allocated to equipment revenue. Activation fees are recorded to equipment revenue only to
the extent that the aggregate equipment and activation fee proceeds do not exceed the fair value of the equipment. Any activation fees not
allocated to the equipment are deferred upon activation and recognized as subscriber revenue on a straight-line basis over the estimated term of
a subscriber relationship.


Stock-Based Compensation. Effective January 1, 2006, we adopted the provisions of Statement of Financial Accounting Standard
("SFAS") No. 123 (revised 2004), "Share-Based Payment," using the modified prospective transition method. Prior periods are not restated
under this transition method. The stock-based compensation cost recognized beginning January 1, 2006 includes compensation cost for all
stock-based awards granted to employees and members of our board of directors (i) prior to, but not vested as of, January 1, 2006 based on the
grant date fair value originally estimated in accordance with the provisions of SFAS No. 123, "Accounting for Stock-Based Compensation,"
and (i i) subsequent to December 31, 2005 based on the grant date fair value estimated in accordance with the provisions of SFAS No. 123R.
Compensation cost under SFAS No. 123R is recognized ratably using the straight-line attribution method over the expected vesting period.
SFAS No. 123R requires forfeitures to be estimated on the grant date and revised in subsequent periods if actual forfeitures differ from those
estimates.


Effective January 1, 2006, we account for such awards at fair value in accordance with SFAS No. 123R and SEC guidance contained in
Staff Accounting Bulletin ("SAB") No. 107. The fair value of equity instruments granted to non-employees is measured in accordance with
EITF No. 96-18, "Accounting for Equity Instruments That are Issued to Other Than Employees for Acquiring, or in Conjunction with Selling,
Goods or Services." The final measurement date of equity instruments with performance criteria is the date that each performance eommitrnent
for such equity instrument is satisfied or there is a significant disincentive for non-performance.


Upon adoption of SFAS No. 123R, we continued to estimate the fair value of stock-based awards using the Black-Seholes option
valuation model ("Blaek-Seholes"). Black-Seholes was developed to estimate the fair market value of traded options, which have no vesting
restrictions and are fully transferable. Option valuation models require the input of highly subjective assumptions. Because our stock-based
awards have characteristics significantly different from those of traded options and because changes in the subjective assumptions can
.materially affect the fair market value estimate, the existing option valuation models do not necessarily provide a reliable single measure of the


ir value of our stock-based awards.


Fair value determined using Black-Scholes varies based on assumptions used for the expected life, expected stock price volatility and
risk-free int.erest rates. For the years ended December 31, 2005 and 2004, we used historical volatility of our stock over a period equal to the
expected life of stock-based awards to estimate fair value. We estimated the fair value of awards granted during the year ended December 31,
2006 using the implied volatility of actively traded options on our stock. We believe that implied volatility is more representative of future
stock price trends than historical volatility. The expected life assumption represents the weighted-average period stock-based awards are
expected to remain outstanding. These expected life assumptions are established through a review of historical exercise behavior of stock-based
award grants with similar vesting periods. Where historical patterns do not exist, contractual terms are used. The risk-free interest rate
represents the daily treasury yield curve rate at the reporting date based on the closing market bid yields on actively traded U.S. treasury
securities in the over-the-counter market for the expected term. Our assumptions may change in future periods.


Subscriber Acquisition Costs. Subscriber acquisition costs include hardware subsidies paid to radio manufacturers, distributors and
automakers, including subsidies paid to automakers who include a SIRIUS radio and a prepaid subscription to our service in the sale or lease
price era new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios; commissions paid to retailers
and automakers as incentives to purchase, install and activate SIRIUS radios; product warranty obligations; and compensation costs associated
with stock-based awards granted in connection with certain distribution agreements. The majority of subscriber acquisition costs are incurred
and expensed in advance of acquiring a subscriber. Subscriber acquisition costs do not
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include advertising, loyalty payments to distributors and dealers of SIRIUS radios and revenue share payments to automakers and retailers of
SIRIUS radios, which are included in sales and marketing expense. Subscriber acquisition costs also do not include amounts capitalized in
connection with our agreement with Hertz, as we retain ownership of certain SIRIUS radios used by Hertz.


O
’    Subsidies paid to radio manufacturers and automakers are expensed upon shipment or installation. Commissions paid to retailers and


automakers are expensed either upon activation or sale of the SIRIUS radio. Chip sets that are shipped to radio manufacturers and held on
consignment are recorded as inventory and expensed as subscriber acquisition costs when placed into production by radio manufacturers. Costs
for chip sets not held on consignment are expensed as subscriber acquisition costs when the chip sets are shipped to radio manufacturers.


We record product warranty obligations in accordance with Financial Accounting Standards Board Interpretation ("FIN") No. 45,
"Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others, an
interpretation of FASB Statements No. 5, 57, and 107 and rescission of FASB Interpretation No. 34." FIN No. 45 requires a guarantor to
recognize, at the inception of a guarantee, a liability for the fair value of the obligation undertaken by issuing the guarantee. We warrant that
certain products sold through our retail and direct to consumer distribution channels will perform in all material respects in accordance with
standard published specifications in effect at the time of the purchase of the products by the customer. We provide a 12-month warranty on our
products from purchase date for repair or replacement of components and/or products that contain defects of material or workmanship.
Customers may exchange products directly to the retailer within 30 days of purchase. We record a liability for an estimate of costs that we
expect to incur under our warranty guarantee when the product is shipped from the manufacturer. Factors affecting our warranty liability
include the number of units sold and historical and anticipated rates of claims and costs per claim. We periodically assess the adequacy of our
warranty liability based on changes in these factors.


Long-Lived Assets. We carry our long-lived assets at cost less accumulated depreciation. In accordance with SFAS No. 144, "Accounting
for the Impairment or Disposal of Long-Lived Assets," we review our long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset is not recoverable. At the time an impairment in value of a long-lived asset is
identified, the impairment is measured as the amount by which the carrying amount of a long-lived asset exceeds its fair value. To determine
fair value, we employ an expected present value technique, which utilizes multiple cash flow scenarios that reflect the range of possible
outcomes and an appropriate discount rate.


In connection with our new satellite agreement, in June 2006 we wrote-off $10,917 for the net book value of certain satellite long-lead
time parts purchased in 1999 that we will no longer need.


Useful Life of Satellite System. Our satellite system includes the costs of our satellite construction, launch vehicles, launch insurance,
interest, spare satellite, terrestrial repeater network and satellite uplink facility. In accordance with SFAS No. 144, we monitor our


:llites for impairment whenever events or changes in circumstances indicate that the carrying amount of the asset is not recoverable. The
expected useful lives of our three in-orbit satellites were originally 15 years from the date they were placed into orbit. In June 2006, we entered
into an agreement with Space Systems/Loral to design and construct a new satellite. In connection with this agreement, we adjusted the useful
lives of two of our in-orbit satellites to 13 years to reflect the way we intend to operate the constellation. We continue to expect our spare
satellite to operate effectively for 15 years from the date of launch.


Our satellites have experienced circuit failures on their solar arrays. We continue to monitor the operating condition of our satellites. If
events or circumstances indicate that the useful lives of our satellites have changed, we will modify the depreeiable life accordingly.


FCC License. In 1997, the FCC granted us a license to operate a commercial satellite radio service in the United States. While the FCC
license has a renewable eight-year term, we expect to renew our license as there are no legal, regulatory, contractual, competitive, economic or
other factors that limit its useful life. As a result, we treat the FCC license as an indefinite-lived intangible asset under the provisions of SFAS
No. 142, "Goodwill and Other Intangible Assets." We re-evaluate the useful life determination for our FCC license each reporting period to
determine whether events and circumstances continue to support an indefinite useful life. To date, we have not recorded any amortization
expense related to our FCC license.
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We test our FCC license for impairment at least annually or more frequently if indicators of impairment exist. We use a direct approach
in performing our annual impairment test for this asset, which requires estimates of future cash flows and other factors. If these estimates or
projections change in the future, we may be required to record an impairment charge related to this asset. We began using the direct approach~ll~


i~-~n 2005. Use of the direct approach is in accordance with a September 29, 2004 Staff Announcement from the staffer the Securities and
(~. :change Commission, "Use of the Residual Method to Value Acquired Assets Other Than Goodwill." Under the direct method, if the fair.- , alue of our license is less than the aggregate carrying amount of the license, an impairment loss is recognized.


Income Taxes. We account for income taxes in accordance with SFAS No. 109, "Accounting for Income Taxes." Our operating losses
have generated significant state and federal tax net operating losses, or NOL carryforwards. We are required to record a valuation allowance
against the deferred tax asset associated with these NOL carryforwards if it is "more likely than not" that we will not be able to utilize it to
offset future taxes. Due to our history of unprofitable operations and our expected future losses, we have recorded a valuation allowance equal
to 100% of these deferred tax assets. We could be profitable in the future at levels which would cause management to conclude that it is more
likely than not that we will realize all or a portion of these NOL carryforwards. Upon reaching such a conclusion, we would record the
estimated net realizable value of the deferred tax asset at that time and would then provide for income taxes at a rate equal to our combined
federal and state effective tax rates. Subsequent revisions to the estimated net realizable value of the deferred tax asset could cause our
provision for income taxes to vary significantly from period to period, although our cash tax payments would remain unaffected until the
benefit of these NOL carryforwards is utilized.


Results of Operation


Our discussion of our results of operations, along with the selected financial information in the tables that follow, includes the following
non-GAAP financial measures: average monthly chum; SAC, as adjusted, per gross subscriber addition; customer service and billing expenses,
as adjusted, per average subscriber; average monthly revenue per subscriber, or ARPU; free cash flow; and adjusted loss from operations. We
believe these non-GAAP financial measures provide meaningful supplemental information regarding our operating performance and are used
for internal management purposes, when publicly providing the business outlook, and as a means to evaluate period-to-period comparisons.
Refer to the footnotes following our discussion of results of operations for the definitions and usefulness of such non-GAAP financial
measures.


Subscribers and Key Operating Metrics:


The following table contains a breakdown of our subscribers for the past three years:


As of December 31,


2006 2005 2004


3,316,560" 1,143,258 ’ 261,06I
2,707,995 2,173,302 882,197


6,024,555 3,316,560 1,143,258


Beginning subscribers
Net additions


Ending subscribers


Retail 4,041,826 2,465,363 911,255
OEM 1,959,009 823,693 203,469
Hertz 23,720 27,504 28,534


Ending subscribers 6,024,555 3,316,560 1,143,258


Retail 1,576,463 1,554,108 696,028
OEM 1,135,316 620,224 181,646
Hertz (3,784) (1,030) 4,523


Net additions 2,707,995 2,173,302 882,197


Subscribers. We ended 2006 with 6,024,555 subscribers, an increase of 82% from the 3,316,560 subscribers as of December 31, 2005.
Since December 31, 2005, we added 1,576,463 net subscribers from our retail
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channel and 1,135,316 net subscribers from our OEM channel, resulting in a 64% and 138% increase in our retail and OEM subscriber base,
respectively. Strong contributions by DaimlerChrysler and Ford fueled this growth.


The following table presents our key operating metrics for the past three years:


For the Years Ended December 31,


2006 2005 2004


Gross subscriber additions
Deactivated subscribers
Average monthly chum (1)(6)


ARPU (2)(6)
SAC, as adjusted, per gross subscriber addition (3X6)
Customer service and billing expenses, as adjusted, per average


subscriber (4)(6)
Total mven~ue
Free cash flow (5)(6)
Adjusted loss from operations (7)
Net loss


3,758,163 2,519,301 986,556
1,050,168 345,999 104,359


1.9% , 1.5% 1.6%
$ 11.01 $ 10.34 $ 10.16
$ 114 $ 139 $ i77


$ 1.24 $     2.10 $     3.56
$ 637,235~o $ 242,245$ 66,854
$ (500,715) $ (333,922)$ (452,758)
$ (513,140)= $ (567,507)$ (456,209.)
$(1,104,867) $ (862,997)$ (712,162)


ARPU. Total ARPU for the year ended December 31, 2006 was $11.01, up from $10.34 for the year ended December 31, 2005. This
increase in ARPU was driven by higher net advertising revenue; the effects ofmaiMn rebates resulting from lower eligible activations and
lower overall take rates; and the timing of the commencement of revenue recognition for prepaid subscriptions; offset by the impact of plan
mix due in part to the increase in subscribers under multi-unit subscription plans. At December 31, 2006, approximately two-thirds of our
subscribers were on a one-year or longer subscription plan, and approximately 16% were paying $6.99 per month under a multi-unit
subscription plan.


We expect ARPU to fluctuate based on the growth of our subscriber base, promotions, mail-in rebates offered to subscribers and
corresponding take-rates, plan mix, subscription prices and the identification of additional revenue streams from subscribers.


SAC, As Adjusted, Per Gross Subscriber Addition. SAC, as adjusted, per gross subscriber addition was $114 and $139 for the years
December 31, 2006 and 2005, respectively. The decline was primarily attributable to lower average commission rates and decreased


afiermarket and OEM average subsidy rates as we continued to reduce manufacturing and chip set costs, offset by the per subscriber effect of
costs related to FM transmitter compliance with FCC rules.


We expect SAC, as adjusted, per gross subscriber addition to decline as the costs of subsidized components of SIRIUS radios decrease in
the future. If competitive forces and changes in retailer promotional strategies, including the elimination of mail-in rebates by certain consumer
electronics retailers, require us to increase hardware subsidies or promotions, SAC, as adjusted, per gross subscriber addition may increase. Our
SAC, as adjusted, per gross subscriber addition is generally higher in the first three quarters of our fiscal year and declines in the fourth quarter
as we experience higher activation rates.


Customer Service and Billing Expenses, As Adjusted, Per Average Subscriber Per Month. Customer service and billing expenses, as
adjusted, per average subscriber per month declined 41% to $1.24 for the year ended December 31, 2006 compared with $2.10 for the year
ended December 31, 2005.


We expect our costs per subscriber to decrease on an annual basis as our subscriber base grows due to scale effieiencies in call center and
other customer care and billing operations.


Adjusted Loss frora Operations. For the year ended December 31, 2006 and 2005, adjusted loss from operations was $513,140 and
$567,507, respectively, a decrease of $54,367. The decrease was primarily driven by an increase in total revenue of $394,990, which more than
offset increases in operating expenses of $340,623.


Net Loss. For the years ended December 31, 2006 and 2005, net loss was $1,I 04,867 and $862,997, respectively, an increase of
$241,870. The increase was driven by an increase in our operating expenses to support the growth of our business, offset by an increase in total
revenue of $394,990.


32







Year Ended December 31, 2006 Compared with Year Ended December 31, 2005 and Year Ended December 31, 2005 Compared with Year
Ended December 31, 2004


Rel~eRtle


Subscriber Revenue. Subscriber revenue includes subscription fees, activation fees and the effects of mail-in rebates.


2006 vs 2005: For the years ended December 31, 2006 and 2005, subscriber revenue was $575,404 and $223,615, respectively,
an increase of 157% or $351,789. The increase was attributable to the growth of subscribers to our service.


2005 vs 2004." For the years ended December 3 I, 2005 and 2004, subscriber revenue was $223,615 and $62,881, respectively, an
increase of 256% or $160,734. The increase was attributable to the growth of subscribers to our service.


The following table contains a breakdown of our subscriber revenue:


For the Years Ended December


2006 2005 2004


Subscription fees $ 572,386 $ 233,635 $ 65,201
Activation fees 15,612 6,790 2,102
Effects of maiI-in rebates (12,594) (16,810) (4,422)


Total subscriber revenue 575,404 $     223,615 $     62,881


Future subscriber revenue will be dependent upon, among other things, the growth of our subscriber base, promotions, mail-in rebates
offered to subscribers and corresponding take-rates, chum, plan mix, subscription prices and the identification of additional revenue streams
from subscribers.


Advertising Revenue. Advertising revenue includes the sale of advertising on some of our non-music channels, net of agency fees.
gency fees are based on a stated percentage per the advertising agreements applied to gross billing revenue.


2006 vs 2005: For the years ended December 31, 2006 and 2005, net advertising revenue was $31,044 and $6,131, respectively,
an increase of $24,913. More attractive programming and increased advertiser interest resulted in an increase in spots sold.


2005 vs 2004: For the years ended December 31, 2005 and 2004, net advertising revenue was $6,131 and $906, respectively, an
increase of $5,225. More attractive programming and increased advertiser interest resulted in an increase in spots sold.


We expect advertising revenue to grow as our subscribers increase, as we continue to improve brand awareness and content, and as we
increase the size and effectiveness of our advertising sales force.


Equipment Revenue. Equipment revenue includes revenue from the direct sale of SIRIUS radios and accessories through our direct to
consumer distribution channel.


2006 vs 2005: For the years ended December 31, 2006 and 2005, equipment revenue was $26,798 and $12,271, respectively, an
increase of $14,527. The increase was the result of higher sales through our direct to consumer distribution channel, offset by the
effects of promotional discounts.


2005 vs 2004." For the years ended December 31, 2005 and 2004, equipment revenue was $12,271 and $2,898, respectively, an
increase of $9,373. The increase was the result of higher sales through our direct to consumer distribution channel.


We expect equipment revenue to increase as we continue to introduce new products and as sales through our direct to consumer
distribution channel grow.
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Operating Expenses


Satellite and Transmission. Satellite and transmission expenses consist of costs associated with the operation and maintenance of our
satellite telemetry, tracking and control system; terrestrial repeater network; satellite uplink facility; and broadcast studios.


2006 vs 2005: For the years ended December 31, 2006 and 2005, satellite and transmission expenses were $41,797 and $29,798,
respectively, an increase of $11,999. Excluding stock-based compensation expense of $2,568 and $1,942 for the years ended
December 31, 2006 and 2005, respectively, satellite and transmission expenses increased $11,373 from $27,856 to $39,229. This
increase of $11,373 was primarily attributable to an impairment charge associated with certain satellite long-lead time parts we
purchased in 1999 that we will no longer need as a result of our new satellite contract. As of December 31, 2006 and 2005, we
had 127 and 140 terrestrial repeaters, respectively, in operation.


2005 vs 2004: For the years ended December 31, 2005 and 2004, satellite and transmission expenses were $29,798 and $33,198,
respectively, a decrease of $3,400. Excluding stock-based compensation expense of $1,942 and $2,041 for the years ended
December 31, 2005 and 2004, respectively, satellite and transmission expenses decreased $3,301 from $31,157 to $27,856. This
decrease of $3,301 was primarily attributable to a reduction in satellite insurance costs. Effective August 2004, we discontinued
our in-orbit satellite insurance. Such decrease was offset by increased compensation related costs for additions to headcount. As
of December 31, 2005 and 2004, we had 140 and 137 terrestrial repeaters, respectively, in operation.


Future increases in satellite and transmission expenses will primarily be attributable to the launch of new satellites, the addition of new
terrestrial repeaters and maintenance costs of existing terrestrial repeaters. We expect to deploy additional terrestrial repeaters in 2007 and
2008. Such expenses may also increase in future periods if we decide to reinstate our in-orbit satellite insurance.


Programming and Content. Programming and content expenses include costs to acquire, create and produce content; on-air talent costs;
and broadcast and webstreaming royalties. We have entered into various agreements with third parties for music and non-music programming.
These agreements require us to pay license fees, share advertising revenue, purchase advertising on media properties owned or controlled by
the licensor and pay other guaranteed amounts. Purchased advertising is recorded as a sales and marketing expense in the period the advertising
is broadcast.


2006 vs 2005: For the years ended December 31, 2006 and 2005, programming and content expenses were $551,989 and
$118,076, respectively, an increase of $433,913. Excluding stock-based compensation expense of $321,774 and $19,469 for the
years ended December 31, 2006 and 2005, respectively, programming and content expenses increased $131,608 from $98,607 to
$230,215. This increase of $131,608 was primarily attributable to talent and license fees associated with new programming;
broadcast and webstreaming royalties as a result of the increase in subscribers; and compensation related costs for additions to
headeount. Stock-based compensation expense increased $302,305 primarily due to $224,813 associated with 34,375,000 shares
of our common stock delivered to Howard Stern and his agent in January 2006. In addition, in 2006 we recorded expense
associated with common stock earned upon the satisfaction of performance targets for which shares of our common stock were
delivered in the first quarter of 2007.


2005 vs 2004: For the years ended December 31, 2005 and 2004, programming and content expenses were $118,076 and
$87,252, respectively, an increase of $30,824. Excluding stock-based compensation expense of $19,469 and $23,899 for the
years ended December 31, 2005 and 2004, respectively, programming and content expenses increased $35,254 from $63,353 to
$98,607. This increase of $35,254 was primarily attributable to license fees associated with new programming; compensation
related costs for additions to headeount; broadcast royalties as a result of the increase in our subscribers; and additional on-air
talent costs due to the expansion of the programming lineup. Stock-based compensation expense decreased $4,430 primarily due
to the timing of third parties achieving milestones.
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Our programming and content expenses, excluding stock-based compensation expense, will increase as we continue to develop and
enhance our channels. Beginning in February 2007, our agreement with NASCAR will increase our programming and content expenses. We
regularly evaluate programming opportunities and may choose to acquire and develop new content or renew current programming agreements


(,,,-~nthe future at substantial costs. In addition, we expect total broadcast and webstreaming royalties, which are typically variable in nature, to
~rease as our subscriber base grows. We are currently a party to a proceeding before the Copyright Royalty Board of the Library of


.~ establish the royalty rate and terms for the sound recordings we use on our satellite radio service for the period 2007 through 2012.


Future expense associated with stock-based compensation is contingent upon a variety of factors, including the number of stock-based
awards granted, the price of our common stock, assumptions used in estimating the fair value of stock-based awards, estimates for forfeitures,
vesting provisions and the timing as to when certain performance criteria are met, and could materially change.


Customer Service and Billing. Customer service and billing expenses include costs associated with the operation of our customer service
centers and subscriber management system.


2006 vs 2005: For the years ended December 31, 2006 and 2005, customer service and billing expenses were $68,949 and
$47,202, respectively, an increase of $21,747. Excluding stock-based compensation expense of $812 and $549 for the years
ended December 31, 2006 and 2005, respectively, customer service and billing expenses increased $21,484 from $46,653 to
$68,137. This increase of $21,484 was primarily due to call center operating costs necessary to accommodate our subscriber base
and transaction fees due to the addition of new subscribers. Customer service and billing expenses, excluding stock-based
compensation expense, increased 46% compared with an increase in our end of period subscribers of 82% year over year.


2005 vs 2004: For the years ended December 31, 2005 and 2004, customer service and billing expenses were $47,202 and
$22,780, respectively, an increase of $24,422. Excluding stock-based compensation expense of $549 and $439 for the years
ended December 31, 2005 and 2004, respectively, customer service and billing expenses increased $24,312 from $22,341 to
$46,653. This increase of $24,312 was primarily due to call center operating costs necessary to accommodate our subscriber base
and transaction fees due to the addition of new subscribers. Customer service and billing expenses, excluding stock-based
compensation expense, increased 109% compared with an increase in our end of period subscribers of 190% year over year.


We expect our customer care and billing expenses, excluding stock-based compensation expense, to increase as our subscriber base
grows due to increased call center operating costs and transaction fees necessary to serve a larger subscriber base.


Cost of Equipment. Cost of equipment includes costs for SIRIUS radios and accessories sold through our direct to consumer distribution
annel.


2006 vs 2005: For the years ended December 31, 2006 and 2005, cost of equipment was $35,233 and $11,827, respectively, an
increase of $23,406. The increase was primarily attributable to higher sales volume and per unit costs as we continued to
introduce new products through our direct to consumer distribution channel.


2005 vs 2004: For the years ended December 31, 2005 and 2004, cost of equipment was $11,827 and $3,467, respectively, an
increase of $8,360. The increase was primarily attributable to higher sales volume through our direct to consumer distribution
channel.


We expect cost of equipment to increase in the future as we introduce new products and as sales through our direct to consumer
distribution channel grow.


Sales and Marketing. Sales and marketing expenses include costs for advertising, media and production, including promotional events
and sponsorships; residuals; cooperative marketing; revenue share; customer retention and compensation. Residuals are monthly fees paid
based upon the number of subscribers using a SIRIUS radio
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purchased from a retailer. Cooperative marketing costs include fixed and variable payments to reimburse retailers and automakers for the cost
of advertising and other product awareness activities.


2006 vs 2005: For the years ended December 31, 2006 and 2005, sales and marketing expenses were $242,035 and $212,741,
respectively, an increase of $29,294. Excluding stock-based compensation expense of $19,543 and $42,149 for the years ended
December 31, 2006 and 2005, respectively, sales and marketing expenses increased $51,900 from $170,592 to $222,492. This
increase of $51,900 was primarily due to increased residuals; OEM revenue share as a result of a 138% increase in our OEM
subscriber base; cooperative marketing and advertising costs; and compensation related costs. This 30% increase in sales and
marketing expenses, excluding stock-based compensation expense, compared with a 163% increase in total revenue from
$242,245 for the year ended December 31, 2005 to $637,235 for the year ended December 31, 2006. Stock-based compensation
expense decreased $22,606 primarily due to the timing of third parties achieving milestones and changes in the fair market value
of such awards.


2005 vs 2004: For the years ended December 31, 2005 and 2004, sales and marketing expenses were $212,741 and $202,848,
respectively, an increase of $9,893. Excluding stock-based compensation expense of $42,149 and $48,353 for the years ended
December 31, 2005 and 2004, respectively, sales and marketing expenses increased $16,097 from $154,495 to $170,592. This
increase of $16,097 was primarily due to increased residuals; OEM revenue share as a result of the increase in our subscriber
base; cooperative marketing and advertising for both the holiday season and the rollout of new products in the retail distribution
channel; and compensation related costs. These increases were offset in part by reductions in costs for the expiration of certain
sponsorships in 2004 and certain retail costs associated with sales efforts for the RadioShack rollout in 2004. Stock-based
compensation expense decreased $6,204 primarily due to the timing of third parties achieving milestones and changes in the fair
market value of such awards.


We expect sales and marketing expenses, excluding stock-based compensation expense, to increase as we continue to build brand
awareness through national advertising and promotional activities, expand OEM distribution of SIRIUS radios resulting in increased revenue
share payments to automakers, and expand our subscriber retention efforts. Beginning in 2007, our agreement with NASCAR will increase
sponsorship costs that are included in our sales and marketing expense.


Future expense associated with stock-based compensation is contingent upon a variety of factors, including the number of stock-based
awards granted, the price of our common stock, assumptions used in estimating the fair value of stock-based awards, estimates for forfeitures,
vesting provisions and the timing as to when certain performance criteria are met, and could materially change.


Subscriber Acquisition Costs. Subscriber acquisition costs include hardware subsidies paid to radio manufacturers, distributors and
tomakers, including subsidies paid to automakers who include a SIRIUS radio and a prepaid subscription to our service in the sale or lease
ce of a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios; commissions paid to retailers


and automakers as incentives to purchase, install and activate SIRIUS radios; product warranty obligations; and compensation costs associated
with stock-based awards granted in connection with certain distribution agreements. The majority of subscriber acquisition costs are incurred
and expensed in advance of acquiring a subscriber. Subscriber acquisition costs do not include advertising, loyalty payments to distributors and
dealers of SIRIUS radios and revenue share payments to automakers and retailers of SIRIUS radios, which are included in sales and marketing
expense. Subscriber acquisition costs also do not include amounts capitalized in connection with our agreement with Hertz, as we retain
ownership of certain SIRIUS radios used by Hertz.


2006 vs 2005: For the years ended December 31, 2006 and 2005, subscriber acquisition costs were $451,614 and $399,350,
respectively, an increase of 13% or $52,264. Excluding stock-based compensation expense of $31,898 and $49,709 for the years
ended December 31, 2006 and 2005, respectively, subscriber acquisition costs increased 20%, or $70,075, from $349,641 to
$419,716. This increase of $70,075 was primarily attributable to increased OEM hardware subsidies due to higher production
volume and costs related to FM transmitter compliance with FCC roles, offset by decreased aftermarket hardware subsidies as
we continued to reduce manufacturing and chip set costs. Stock-based compensation expense decreased $17,811 primarily due to
the timing of third parties achieving milestones and changes in the fair market value of such awards.
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2005 vs 2004: For the years ended December 31, 2005 and 2004, subscriber acquisition costs were $399,350 and $206,851,
respectively, an increase of 93% or $192,499. Excluding stock-based compensation expense of $49,709 and $33,149 for the
years ended December 31, 2005 and 2004, respectively, subscriber acquisition costs increased 101%, or $175,939, from     ~
$173,702 to $349,641. This increase of $175,939 was attributable to higher shipments of SIRIUS radios and chip sets and
increases in commissions to support a 155% increase in gross subscriber additions from 986,556 for the year ended December
31, 2004 to 2,519,301 for the year ended December 31, 2005, offset by reductions in average subsidy rates as we continued to
reduce manufacturing and chip set costs. Stock-based compensation expense increased $16,560 primarily due to the timing of
third parties achieving milestones and changes in the fair market value of such awards.


We expect total subscriber acquisition costs, excluding stock-based compensation expense, to decrease in 2007 as increases in our gross
subscriber additions are offset by continuing declines in the costs of subsidized components of SIRIUS radios. We intend to continue to offer
subsidies, commissions and other incentives to acquire subscribers.


Future expense associated with stock-based compensation is contingent upon a variety of faeters, including the number of stock-based
awards granted, the price of our common stock, assumptions used in estimating the fair value of stock-based awards, estimates for forfeitures,
vesting provisions and the timing as to when certain performance criteria are met, and could materially change.


General and Administrative. General and administrative expenses include rent and occupancy, finance, legal, human resources,
information technology and investor relations costs and bad debt expense.


2006 vs 2005: For the years ended December 31, 2006 and 2005, general and administrative expenses were $137,466 and
$87,555, respectively, an increase of $49,91 l. Excluding stock-based compensation expense of $49,928 and $27,724 for the
years ended December 3 l, 2006 and 2005, respectively, general and administrative expenses increased $27,707 from $59,831 to
$87,538. This increase of $27,707 was primarily a result of legal fees, employment-related costs and bad debt expense to support
the growth of our business. Stock-based compensation expense increased $22,204 primarily as a result of the adoption of SFAS
No. 123R, offset by a decrease in expense for restricted stock units that vested in the first quarter of 2006.


2005 vs 2004: For the years ended December 31, 2005 and 2004, general and administrative expenses were $87,555 and
$57,905, respectively, an increase of $29,650. Excluding stock-based compensation expense of $27,724 and $13,877 for the
years ended December 31, 2005 and 2004, respectively, general and administrative expenses increased $15,803 from $44,028 to
$59,831. This increase of $15,803 was primarily a result of additional employment-related costs and rent and occupancy costs to ~l~
support the growth of our business and bad debt expense. Stock-based compensation expense increased $13,847 primarily due to
expense associated with grants of restricted stock and restricted stock units and modifications of existing stock-based awards.


We expect our general and administrative expenses, excluding stock-based compensation expense, to increase in future periods as a
result of higher personnel, information technology, and facilities costs, as well as increased legal fees and bad debt expenses to support the
growth of our business.


Future expense associated with stock-based compensation is contingent upon a variety of factors, including the number of stock-based
awards granted, the price of our common stock, assumptions used in estimating the fair value of stock-based awards, estimates for forfeitures,
vesting provisions and the timing as to when certain performance criteria are met, and could materially change.


Engineering, Design and Development. Engineering, design and development expenses include costs to develop our future generation of
chip sets and new products and costs associated with the incorporation of SIRIUS radios into vehicles manufactured by automakers.


2006 vs 2005: For the years ended December 31, 2006 and 2005, engineering, design and development expenses were $70,127
and $66,281, respectively, an increase of $3,846. Excluding stock-based compensation expense of $11,395 and $21,536 for the
years ended December 31, 2006 and 2005, respectively, engineering, design and development expenses increased $13,987
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from $44,745 to $58,732. This increase of $13,987 was primarily attributable to OEM tooling and manufacturing upgrades and
receiver integration for factory installations of SIRIUS radios, development costs associated with the manufacturing of SIRIUS
radios and additional personnel-related costs to support research and development efforts. Stock-based compensation expense
decreased $10,141 primarily due to the timing of third parties achieving certain production milestones.


2005 vs 2004: For the years ended December 31, 2005 and 2004, engineering, design and development expenses were $66,281
and $35,487, respectively, an increase of $30,794. Excluding stock-based compensation expense of $21,536 and $4,967 for the
years ended December 31, 2005 and 2004, respectively, engineering, design and development expenses increased $14,225 from
$30,520 to $44,745. This increase of $14,225 was primarily attributable to additional personnel-related costs to support research
and development efforts, costs associated with OEM tooling and manufacturing upgrades to support factory installations of
SIRIUS radios and development costs for our next generation of radios. These increases were offset by decreases in chip set
development costs. Stock-based compensation expense increased $16,569 primarily due to the timing of third parties achieving
certain production milestones.


We expect engineering, design and development expenses, excluding stock-based compensation expense, to decrease in 2007, as we
incorporated SIRIUS radios and accessories in a significant number of additional vehicle models in 2006 and incurred related non-recurring
engineering expenses in that year.


We expect expense associated with stock-based compensation to decrease in 2007 as performance milestones pursuant to a certain third
party agreement were achieved in 2006.


Other Income (Expense)


Interest and Investment Income. Interest and investment income includes realized gains and losses, dividends and interest income,
including amortization of the premium and discount arising at purchase.


2006 vs 2005: For the years ended December 31, 2006 and 2005, interest and investment income was $33,320 and $26,878,
respectively, an increase of $6,442. The increase was primarily attributable to a combination of higher overall interest rates and
our decision to invest in financial instruments bearing higher interest rates.


2005 vs 2004: For the years ended December 31, 2005 and 2004, interest and investment income was $26,878 and $9,713,
respectively, an increase of $17,165. The increase was attributable to higher interest rates and the increase in our average cash,
cash equivalents and marketable securities balance as a result of funds raised through offerings of debt securities.


Interest Expense. Interest expense includes interest on outstanding debt, offset by interest capitalized in connection with the construction
of our new satellite and launch vehicle.


2006 vs 2005: For the years ended December 31, 2006 and 2005, interest expense was $64,032 and $45,361, respectively, an
increase of $18,671. The increase was primarily the result of a full year of interest expense for our 9 5/8% Senior Notes due 2013
issued in August 2005, offset by a decrease in interest expense both as a result of the 2005 redemption of our 15% Senior
Secured Discount Notes due 2007 and our 14%% Senior Secured Notes due 2009 and $4,205 of interest capitalized for the
construction and launch of our new satellite.


2005 vs 2004: For the years ended December 31, 2005 and 2004, interest expense was $45,361 and $41,386, respectively, an
increase of $3,975. The increase was primarily due to interest expense resulting from the issuance of our 9 5/8% Senior Notes
due 2013 in August 2005 and a full year of interest expense from our 3¼% Convertible Notes due 2011 issued in October 2004
and our 2 ½% Convertible Notes due 2009 issued in the first quarter of 2004. This increa.se was offset by debt conversion costs
in 2004 of $19,592 as a result of the issuance of 56,409,853 shares of our common stock in exchange for $69,000 in aggregate
principal amount of our 3½% Convertible Notes due 2008, including accrued interest, and a decrease in interest expense
resulting from the
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redemption of our 15% Senior Secured Discount Notes due 2007 and our 14tA% Senior Secured Notes due 2009 in the third
quarter of 2005.


Less from Redemption of Debt. For the year ended December 31, 2005, a loss from redemption of debt of $6,214 was recognized in
connection with the redemption of our 15% Senior Secured Discount Notes due 2007 and our 14%% Senior Secured Notes due 2009, including


redemption premium of $5,502 and the write-off of unamortized debt issuance costs of $712.


Equity in Net Loss of Affiliate. Equity in net loss of affiliate includes our share of SIRIUS Canada’s net loss. We recorded $4,445 and
$6,938 for the years ended December 31, 2006 and 2005, respectively, for our share of SIRIUS Canada’s net loss.


As of December 31, 2006, our investment in SIRIUS Canada is $0 as we have fully recognized our share of SIRIUS Canada’s net loss to
the extent we have funded it. We do not expect to recognize future net losses unless we commit to additional funding.


Income Taxes


lncome Tax Expense. Income tax expense represents the recognition era deferred tax liability related to the difference in accounting for
our FCC license, which is amortized over 15 years for tax purposes but not amortized for book purposes in accordance with U.S. generally
accepted accounting principles.


2006 vs 2005." We recorded income tax expense of $2,065 and $2,311 for the years ended December 31, 2006 and 2005,
respectively.


2005 vs 2004: We recorded income tax expense of $2,311 and $4,201 for the years ended December 31, 2005 and 2004,
respectively.


Footnotes to Results of Operations


(1)


/. ~2)


Average monthly chum represents the number of deactivated subscribers divided by average quarterly subscribers.


ARPU is derived from total earned subscriber revenue and net advertising revenue divided by the daily weighted average number of subscribers for the period. ARPU is calculated ~
as follows:


For the Years Ended December 31,


2006 2005 2004


(3)


Subscriber revenue $ 575,404 $ 223,615 $ 62,881
Net advertising revenue 31,044 6,131 906


Tota! subs~n’ber and net advertising revenue
Daily weighted average number of subscribers
ARI’U


$ 606,448 $ 229,746 $ 63,787
4,591,693 1,851,149 523,219


$ 11.01 $ 10.34 $ 10.16


SAC, as adjusted, per gross subscriber addition is derived from subscriber acquisition costs, excluding stock-based compensation, and margins from the direct sale of SIRIUS radios
and accessories divided by the number of gross subscriber additions for the period. SAC, as adjusted, per gross subscriber addition is calculated as follows:


For the Years Ended December 31,


2006 2005 2004


451,614 $ 399,350 $ 206,851.
(31,898) (49,709) (33,149)


8,435 (444) 569


Subscriber acquisition costs
Less: stock-based compensation
Add: margin from direct sale of SIRIUS radios and accessories


SAC, as adjusted
Gross subsoriber additions
SAC, as adjusted, per gross subscriber addition


$ 428,151 $ 349,197 $ 174,271
3,758,163 2~19,301 986,556


$ 114 $ 139 $ 177


(4) Customer service and billing expenses, as adjusted, per average subscriber is derived from total customer service and billing expenses, excluding stock-based compensation, divided
by the daily weighted average number of subscribers for the period. Customer service and billing expenses, as adjusted, per average subscriber is calculated as follows:
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For the Yenrs Ended December 31,


2006 2005             2004


$ 68.949 $    4~202 $    22,780
(812) (549) (439)


Customer service and billing expenses
Less: stock-based compensation


Customer service and billing expenses, as adjusted
Daffy weighted average number of subscribers
Customer service and billing expenses, as adjusted, per average subscriber


68,137 $ 46,653 $ 22,341
4,591,693 1,851,149 523,219


1.24 $ 2.10 $ 3.56


Free cash flow is derived from cash flow used in operating activities, capital expenditures and restricted and other inves~nent activity. Free cash flow is calculated as follows:


For the Years Ended December 31,


2006 2005 2004


(6)


Net cash used in operating activities
Additions to property and equipment
Restricted and other investment activity


(414,549) $ (269,994) $ O~4,463)
(99,827) (49,888) (28,589)
13,661 (14,040) (89,706)


Free cash flow $    (500,715) $    (333,922) $    (452,758)


Average monthly churn; ARPU; SAC, as adjusted, per gross subscriber addition; customer service and billing expenses, as adjusted, per average subscriber; and free cash flow are
not measures of financial performance under U.S. generally accepted accounting principles ("GAAP"). We believe these non-GAAP financial measures provide meaningful
supplemental information regarding our operating performance and are used by us for budgetary and planning purposes; when publicly providing our business outlook; as a means
to evalante period-to-period comparisons; and to compare our performance to that of our competitors. We also believe that investors also use our current and projected metrics to
monitor the performance of our business and make inves~nent decisions.


We believe the exclusion of stock-based compensation expense in our calculations of SAC, as adjusted, per gross subscriber addition and customer service and billing expenses, as
adjusted, per average subscriber is useful given the significant variation in expense that can result from changes in the fair market value of our common stock, the effect of which is
unrelated to the operational conditions that give rise to variations in the components of our subscriber acquisition costs and customer service and billing expenses. Specifically, the
exclusion of stock-based compensation expense in our calculation of SAC, as adjusted, per gross subscriber addition is critical in being able to understand the economic impact of
the direct costs incurred to acquire a subscriber and the effect over time as economies of scale are reached.


These non-GAAP financial measures are used in addition to and in conjunction with results presented in accordance with GAAP. These non-GAAP financial measures tony be
susceptible to varying calculations; may not be comparable to other similarly titled measures of other companies; and should not be considered in isolation, as a substitute for, or
superior to measures of financial performance prepared in accordance with GAAP.


We refer to net loss before taxes; other income (expense) - including interest and investment income, interest expense, loss from redemption of debt and equity in net loss of
affiliate; depreciation; impairment charges; and stock-based compensation expense as adjusted loss from operations. Adjusted loss from operations is not a measure of financial
performance under generally accepted accounting principles. We believe adjusted loss from operations is a useful measure of our operating performance. We use adjusted loss from
operations for budgetary and planning purposes; to assess the relative profitability and on-going performance of our consolidated operations; to compare our performance fi’om
period to period; and to compare our performance to that of our competitors. We also believe adjusted loss from operations is useful to investors to compare our operating
performance to the performance of other communications, entertainment and media companies. We believe that investors use current and projected adjusted loss from operations to
estimate our current or prospective enterprise value and make investment decisions.


Because we fund and build-out our satellite radio system through the periodic raising and expenditure of large amounts of capital, our results of operations reflect significant charges
for interest and depreciation expense, We believe adjusted loss from operations provides useful information about the operating performance of our business apart from the costs
associated with our capital structure and physical plant. The exclusion of interest and depreciation expense is useful given fluctuations in interest rates and significant variation in
depreciation expense that can result from the amount and timing of capital expenditures and potential variations in estimated useful lives, all of which can vary widely across
different industries or among companies within the same industry. We believe the exclusion of taxes is appropriate for comparability purposes as the tax positions of companies can
vary because of their differing abilities to take advantage of tax benefits and because of the tax policies of the various jurisdictions in which they operate. We also believe the
exclusion of stock-based compensation expense is useful given the significant variation in expense that can result from changes in the fair market value of our common stock.
Finally, we believe that the exclusion of our equity in net loss of affiliate (SIRIUS Canada Inc.) is useful to assess the performance of our core consolidated operations in the
continental United States. To compensate for the exclusion of taxes, other income (expense), depreciation, impairment charges and stock-based compensation expense, we
separately measure and budget for these items.


There are material limitations associated with the use of adjusted loss from operations in evaluating our company compared with net loss, which reflects overall financial
performance, including the effects of taxes, other income (expense), depreciation, impairment charges and stock-based compensation expense. We use adjusted loss from operations
to supplement GAAP results to provide a more
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complete understanding of the factors and trends affecting the business than GAAP results alone. Investors that wish to compare and evaluate our operating results after giving
effect for these costs, should refer to net loss as disclosed in our consolidated statemems of operations. Since adjusted loss from operations is a non-GAAP financial measure, our
calculation of adjusted loss from operations may be susceptible to varying calculations; may not be comparable to other similarly titled measures of other companies; and should/llllk
be considered in isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP.


Adjusted loss from operations is calculated as follows:


For the Years Ended December 31,


2006 200S 2004


Net loss $ (1,104,867) $ (862,997) $ (712,162)
Impairment loss 10,917 -- --
Depreciation 105,749 98,555 95,370
Stock-based compensation 437,918 163,078 126,725
Other income (expense) 35,078 31,546 29,657
Income tax expense 2,065 2,311 4,201


Adjusted loss from operations $ (513,140) $ (567,507) $ (456,209)


Liquidity and Capital Resources


Cash Flows for the Year Ended December 31, 2006 Compared with Year Ended December 31, 2005 and for the Year Ended December 31,
2005 Compared with Year Ended December 31, 2004


As of December 31, 2006, 2005 and 2004, we had $393,421, $762,007 and $753,891, respectively, in cash and cash equivalents.


For the Years ended December 31, Variances


2o06vs ZOOS vs
2006 2005 2004 200S 2004


Net cash used in operating activities
et cash provided by (used in)investing


_. activities
Net cash provided by financing activities


(414,549) $ (269,994) $ (334,463) $ (144,555) $ 64,469 ~


20,176 (175,821) (92,852) 195,997 (82,969)
25,787 453,931 660,227 (428,144) (206,296)


Net (decrease) increase in cash and cash
equivalents


Cash and cash equivalents at beginning of
period


Cash and cash equivalents at end of period $


(368,586) 8,116 232,912 (376,702) (224,796)


762,007 753,891 520,979 8,116 232,912


393,421 $ 762,007 $ 753,891 $ (368,586) $ 8,116


Net Cash Used in Operating Activities.


2006 vs 2005: Net cash used in operating activities increased $144,555 to $414,549 for the year ended December 31, 2006 from
$269,994 for the year ended December 31, 2005. Such increase in the net outflows of cash was attributable to payments for
increased operating expenses to support the growth of our subscriber base from 3,316,560 subscribers at December 31, 2005 to
6,024,555 subscribers at December 31, 2006; higher purchases of inventory to support production of SIRIUS radios and higher
sales volumes through our direct to consumer distribution channel; and prepayments for new programming and distribution
arrangements entered into in 2006; offset by cash collected for subscribers electing annual and other prepaid subscription
programs compared with the prior year.


2005 vs 2004: Net cash used in operating activities decreased $64,469 to $269,994 for the year ended December 31, 2005 from
$334,463 for the year ended December 31, 2004. Such decrease in the net outflows of cash was attributable to cash received for
subscribers electing annual and other prepaid subscription programs and the effects of payments made in 2004 for future services
pursuant to certain programming agreements. These positive impacts to cash flow were offset by payments for increased
operating expenses to support the growth of our subscriber base.
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Net Cash Used in Investing Activities.


2006 vs 2005: Net cash provided by investing activities was $20,176 for the year ended December 31, 2006 compared with net
cash used in investing activities of $175,821 for the year ended December 31, 2005. The $195,997 increase was primarily a
result of sales of auction rate securities in 2006, offset by an increase in capital expenditures from $49,888 for the year ended
December 31, 2005 to $99,827 for the year ended December 3 l, 2006 primarily as a result of costs associated with our satellite
construction and launch vehicle.


2005 vs 2004: Net cash used in investing activities increased $82,969 to $175,821 for the year ended December 31, 2005 from
$92,852 for the year ended December 31, 2004. The increase was primarily a result of purchasing $148,900 of auction rate
securities with the proceeds from the offering of our 9 5/s % Senior Notes due 2013, of which we sold $31,850, for the year
ended Deeember 31, 2005, offset by payments deposited in escrow pursuant to certain agreements.


We will incur significant capital expenditures to construct and launch our new satellite and to improve our terrestrial repeater network
and broadcast and administrative infrastructure. These capital expenditures will support our growth and the resiliency of our operations, and
will also support the delivery of future new revenue streams.


Net Cash Provided by Financing Activities.


2006 vs 2005: Net cash provided by financing activities decreased $428,144 to $25,787 for the year ended December 31, 2006
from $453,931 for the year ended December 31, 2005. The decrease was primarily a result of the offering of $500,000 in
aggregate principal amount of our 9 5/8 % Senior Notes due 2013 in August 2005 resulting in net proceeds to us of $493,005.


¯ 2005 vs 2004: Net cash provided by financing activities decreased $206,296 to $453,931 for the year ended December 31, 2005
from $660,227 for the year ended December 31, 2004. In 2005, we raised net proceeds of $493,005 through the offering of
$500,000 in aggregate principal amount of our 9 ~/s % Senior Notes due 2013. In 2004, we raised net proceeds of $614,438
through the offering of 25,000,000 shares of our common stock resulting in net proceeds of $96,025, $230,000 in aggregate
principal amount of our 3 ¼% Convertible Notes due 2011 resulting in net proceeds of $224,8 l 3, and $300,000 in aggregate
principal amount of our 2%% Convertible Notes due 2009 resulting in net proceeds of $293,600. We also received proceeds from


,o .. the exercise of options of $18,543 and $26,051 for the years ended December 31, 2005 and 2004, respectively, and proceeds
from the exercise of warrants of $19,850 for the year ended December 31, 2004.


Financings and Capital Requirements


We have financed our operations through the sale of debt and equity securities. In 2006, we did not enter into any new debt or equity
financing transactions. However, in 2005 and 2004 we had the following transactions:


in August 2005, we sold $500,000 in aggregate principal amount of our 9 5/8 % Senior Notes due 2013 resulting in net proceeds
of $493,005;


in October 2004, we sold 25,000,000 shares of our common stock and issued $230,000 in aggregate principal amount of our
3¼% Convertible Notes due 2011 resulting in aggregate net proceeds of $320,838; and


in the first quarter of 2004, we issued $300,000 in aggregate principal amount of our 2½% Convertible Notes due 2009 resulting
in net proceeds of $293,600. We also issued 21,027,512 shares of our common stock for $19,850 in net proceeds in connection
with the exercise of warrants held by affiliates of The Blackstone Group L.P.
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Future Liquidity and Capital Resource Requirements


Based upon our current plans, we believe that our cash, cash equivalents and marketable securities will be sufficient to cover our
estimated funding needs through cash flow breakeven, the point at which our revenues are sufficient to fund expected operating expenses,


.pital expenditures, working capital requirements, interest and principal payments and taxes. In light of our pending merger with XM Ra~
,nd the uncertainty surrounding the timing and financial impact, we are no longer currently providing cash flow guidance. Our first quarter of
positive free cash flow was reached in the fourth quarter of 2006. Our financial projections are based on assumptions, which we believe are
reasonable but contain significant uncertainties.


Our business is in its early stages, and we regularly evaluate our plans and strategy. These evaluations often result in changes to our plans
and strategy, some of which may be material and significantly change our cash requirements or cause us to achieve cash flow breakeven at a
later date. These changes in our plans or strategy may include: the acquisition of unique or compelling programming; the introduction of new
features or services; significant new or enhanced distribution arrangements; investments in infrastructure, such as satellites, equipment or radio
spectrum; and acquisitions of third parties that own programming, distribution, infrastructure, assets, or any combination of the foregoing.


In June 2006, we entered into a Credit Agreement with Space Systems/Loral. Under the Credit Agreement, Space Systems/Loral has
agreed to make loans to us in an aggregate principal amount of up to $100,000 to finance the purchase of our new satellite. Loans made under
the Credit Agreement will be secured by our rights under the Satellite Purchase Agreement with Space Systems/Loral, including our rights to
the new satellite. The loans are also entitled to the benefits of a subsidiary guarantee from Satellite CD Radio, Inc., our subsidiary that holds
our FCC license, and any future material subsidiary that may be formed by us. The maturity date of the loans is the earliest to occur of (i) April
6, 2009, (ii) 90 days after the new satellite becomes available for shipment and (iii) 30 days prior to the scheduled launch of the new satellite.
Any loans made under the Credit Agreement generally will bear interest at a variable rate equal to three-month LIBOR plus 4.75%. The Credit
Agreement permits us to prepay all or a portion of the loans outstanding without penalty. We have no current plans to draw under this Credit
Agreement.


To fund incremental cash requirements, or as market opportunities arise, we may choose to raise additional funds through the sale of
additional debt securities, equity securities or a combination of debt and equity securities. The incurrenee of indebtedness would result in
increased fiscal obligations and could contain restrictive covenants. The sale of additional equity or convertible debt securities may result in
dilution to our stockholders. These additional sources of funds may not be available or, if available, may not be available on terms favorable to
US.


~
.. ~003 Long-Term Stock Incentive Plan


In January 2003, our board of directors adopted the Sirius Satellite Radio 2003 Long-Term Stock Incentive Plan (the "2003 Plan"), and
on March 4, 2003 our stockholders approved this plan. On May 25, 2004, our stockholders approved an amendment to the 2003 Plan to include
members of our board of directors as eligible participants. Employees, consultants and members of our board of directors are eligible to receive
awards under the 2003 Plan. The 2003 Plan provides for the grant of stock options, restricted stock, restricted stock units and other stock-based
awards that the compensation committee of our board of directors may deem appropriate.


Vesting and other terms of stock-based awards are set forth in the agreements with the individuals receiving the awards. Stock-based
awards granted under the 2003 Plan are generally subject to a vesting requirement that includes one or all of the following: (1) over time,
generally three to five years from the date of grant; (2) on a specific date in future periods with acceleration to earlier periods if performance
criteria are satisfied; or (3) as certain performance targets set at the time of grant are achieved. Stock-based awards generally expire ten years
from date of grant. Each restricted stock unit entitles the holder to receive one share of our common stock upon vesting.


As of December 31, 2006, approximately 75,879,000 stock options, shares of restricted stock and restricted stock units were outstanding.
As of December 31, 2006, approximately 86,524,000 shares of our common stock were available for grant under the 2003 Plan. During the
year ended December 31, 2006, employees exercised 19,284,495 stock options at exercise prices ranging from $0.47 to $3.93 per share,
resulting in proceeds to us of $26,679. The exercise of the remaining outstanding, vested options could result in an inflow of cash in future
periods.
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Contractual Cash Commitments


We have entered into various contracts that contain significant cash obligations. These cash obligations could vary in future periods if we
our business plan or strategy, which could include significant additions to our programming, infrastructure or distribution. The


llowing table summarizes our expected contractual cash commitments as of December 31, 2006:


2007 2008 2009 2010 2011 ThereoRer Total


Long-term debt obligations
Cash interest payments
Lease obligations
Satellite and transmission
Programming and content
Customer service and billing
Marketing and distribution
Chip set development and production
Other


Total contractual cash commitments


-- $ 36,505 $ 301,744 $ -- $ 230,000 $ 500,000 $ 1,068,249
64,755 64,391 59,856 55,600 55,559 97,320 397,481
9,079 9,391 9,345 9,161 8,424 26,502 71,902


27,765 79,165 39,869 2,010 1,720 6,617 157,146
122,365 123,549 146,211 147,647 38,660 27,667 606,099


3,492 45 .... 3,537
80,289 31,534 22,743 26,153 18,173 5,500 184,392
7,022 ..... 7,022
7,098 11,575 9         --         --         -- 18,682


$ 321,865 $    356,155 $ 579,777 $    240,571 $    352,536 $ 663,606 $ 2,514,510


Long-Term Debt Obligations. Long-term debt obligations include principal payments on our outstanding debt. The amounts presented
assume that the debt will not be converted to common stock since conversion is outside of our control.


Cash lnterest Payments. Cash interest payments include interest due on our outstanding debt through maturity.


Lease Obligations. We have entered into operating leases related to our studios, office space, terrestrial repeaters and equipment.


Satellite and Transmission. We have entered into agreements with third parties to operate and maintain our off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater network. We have also entered into an agreement with Space
qystems/Loral to design and construct a new satellite. Construction of this satellite is expected to be completed in the fourth quarter of 2008.


e plan to launch this satellite on a Proton rocket under our contract with International Launch Services.


Programming and Content. We have entered into agreements with licensors of programming and other content providers and, in certain
instances, are obligated to pay license fees and guarantee minimum advertising revenue share. In addition, we pay royalties for public
performances of music to various rights organizations.


Customer Service and Billing. We have entered into agreements with third parties to provide billing and subscriber management services.


Marketing and Distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand and
are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements. In addition, certain
programming and content agreements require us to purchase advertising on properties owned or controlled by the lieensors. We also reimburse
automakers for certain engineering and development costs associated with the incorporation of SIRIUS radios into vehicles they manufacture.


Chip Set Development and Production. We have entered into agreements with third parties to develop, produce and supply chip sets; to
develop products; and in certain instances to license intellectual property related to chip sets.


Other. We have entered into various agreements with third parties for general operating and strategic purposes. Amounts associated with
these agreements are included in the commitments table.


In addition to the contractual cash commitments described above, we have entered into agreements with automakers, radio manufacturers
and others that include per-radio, per-subscriber, per-show and other variable cost arrangements. These future costs are dependent upon many
factors including our subscriber growth and are difficult to anticipate; however, these costs may be substantial. We may enter into additional
programming, distribution, marketing and other agreements that contain similar provisions.
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Under the terms of a joint development agreement with XM Radio, each party is obligated to fund one half of the development cost for a
unified standard for satellite radios. The costs related to the joint development agreement are being expensed as incurred to engineering, design
and development expense in the accompanying unaudited consolidated statements of operations. We are currently unable to determine the


(~expenditures necessary to complete this process, but we do not expect that these expenditures will be material,                       g


We are required under the terms of certain agreements to provide letters of credit and deposit monies in escrow, which place restrictions
on our cash and cash equivalents. As of December 31, 2006 and 2005, $77,850 and $107,615, respectively, were classified as restricted
investments as a result of our reimbursement obligations under these letters of credit and escrow deposits.


As of December 31, 2006, we have not entered into any off-balance sheet arrangements or transactions.


Recent Accounting Pronouncements


In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements," which defines fair value, establishes a framework for
measuring fair value and expands the related disclosure requirements. SFAS No. 157 is effective for fiscal years beginning after November 15,
2007 and for interim periods within those years. We are currently evaluating the impact of the adoption, if any, that SFAS No. 157 will have on
our consolidated results of operations and financial position.


In September 2006, the FASB issued EITF No. 06-1, "Accounting for Consideration Given by a Service Provider to Manufacturers or
Resellers of Equipment Necessary for an End-Customer to Receive Service from the Service Provider." The EITF concluded that if
consideration given by a service provider to a third-party manufacturer or a reseller that is not the service provider’s customer can be linked
contractually to the benefit received by the service provider’s customer, a service provider should account for the consideration in accordance
with EITF No. 01-9, "Accounting for Consideration Given by a Vendor to a Customer." EITF No. 06-I is effective for annual reporting periods
beginning after June 15, 2007. We are currently evaluating the effects that EITF No. 06-1 will have on our consolidated results of operations
and financial position.


In June 2006, the FASB issued EITF No. 06-3, "How Taxes Collected from Customers and Remitted to Governmental Authorities
Should Be Presented in the Income Statement (That Is, Gross versus Net Presentation)," to clarify diversity in practice on the presentation of
different types of taxes in the financial statements. The EITF concluded that for taxes within the scope of the issue, a company may include
charges to customers for taxes within revenues and the charge for the taxes from the taxing authority within cost of sales, or, alternatively, it
may net the charge to the customer and the charge from the taxing authority. If taxes subject to EITF No. 06-3 are significant, a company is


(~
"- ,quired to disclose its accounting policy for presenting taxes and the amounts of such taxes that are recognized on a gross basis. EITF No. 06-


,s effective for the first interim reporting period beginning after December 15, 2006. We will adopt EITF No. 06-3 effective January 1, 2007.
The adoption of EITF No. 06-3 will not have a material impact on our consolidated results of operations or financial position.


In June 2006, the FASB issued FIN No. 48, "Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No.
109," which prescribes a recognition threshold and measurement attribute for financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return, as well as criteria on dereeognition, measurement, classification, interest and penalties, accounting
in interim periods, disclosure and transition. FIN No. 48 is effective for fiscal years beginning after December 15, 2006. We will adopt FIN No.
48 effective January 1, 2007. The adoption of FIN No. 48 will not have a material impact on our consolidated results of operations or financial
position.


Item 7A. Quantitaave and Qualitative Disclosure About Market Risks


(All dollar amounts referenced in this Item 7A are in thousands, unless otherwise stated)


As of December 31, 2006, we did not have any derivative financial instruments and we do not intend to use derivatives. We do not hold
or issue any free-standing derivatives. We hold investments in marketable securities, which consist of United States government notes,
certificates of deposit and auction rate securities. We classify our marketable securities as available-fur-sale. These securities are consistent
with the investment objectives contained within our investment policy. The basic objectives of our investment policy are the preservation of
capital, maintaining sufficient liquidity to meet operating requirements and maximizing yield. Despite the underlying long-
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term maturity of auction rate securities, from the investor’s perspective, such securities are priced and subsequently traded as short-term
investments because of the interest rate reset feature. Interest rates are reset through an auction process at predetermined periods of 28 or 35
days. Failed auctions rarely occur. As of December 31, 2006, we held approximately $10,850 in auction rate securities.


~
""    Our long-term debt includes fixed interest rates and the fair market value of the debt is sensitive to changes in interest rates. Under our


current policies, we do not use interest rate derivative instruments to manage our exposure to interest rate fluctuations.


I tern 8. Financial Statements and Supplementary Data


See Index to Consolidated Financial Statements contained in Item 15 herein.


I tem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure


None.


I tern 9A. Controls and Procedares


Controls and Procedures


We have performed an evaluation under the supervision and with the participation of our management, including Mel Karmazin, our
Chief Executive Officer, and David Frear, our Executive Vice President and Chief Financial Officer, of the effectiveness of our disclosure
controls and procedures, as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934. Based on that evaluation, our management,
including our Chief Executive Officer and Chief Financial Officer, concluded that our disclosure controls and procedures were effective as of
December 31, 2006 to ensure that information required to be disclosed by us in the reports filed or submitted by us under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. As a result of this evaluation,
there were no significant changes in our disclosure controls and procedures during the three months ended December 31, 2006 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.


Management’s Report on Internal Control over Financial Reporting


~m~ Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rulea-15(f) under the Exchange Act. We have performed an evaluation under the supervision and with the participation of our management,
eluding our Chief Executive Officer and our Chief Financial Officer, of the effectiveness of our internal control over financial reporting. Our
anagement used the framework in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations to perform


this evaluation. Based on that evaluation, our management, including our Chief Executive Officer and Chief Financial Officer, concluded that
our internal control over financial reporting was effective as of December 31, 2006.


Ernst & Young LLP, our independent registered public accounting firm, who audited the consolidated financial statements included in
this Annual Report on Form 10-K, has issued an attestation report on our management’s assessment of the effectiveness of our internal control
over financial reporting as of December 31, 2006, a copy of which is included in this Annual Report on Form 10-K.


I tern 9B. Other Information


None.


P ART III


I tern 10. Directors, Executive Officers and Corporate Governance


Information required by this item for executive officers is set forth under the heading "Executive Officers of the Registrant" in Part I,
Item 1, of this report. The other information required by this Item 10 is included in our
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definitive proxy statement for our 2007 annual meeting of stockholders to be held on Thursday, May 24, 2007, and is incorporated herein by
reference.


~ tern 11. Executive Compensation                                                                                   ~l~


The information required by this item is included in our definitive proxy statement for our 2007 annual meeting of stockholders to be
held on Thursday, May 24, 2007, and is incorporated herein by reference.


I tern 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters


The information required by this item is included in our definitive proxy statement for our 2007 annual meeting of stockholders to be
held on Thursday, May 24, 2007, and is incorporated herein by reference.


I tern 13. Certain Relationships and Related Transactions, and Director Independence


The information required by this item is included in our definitive proxy statement for our 2007 annual meeting of stockholders to be
held on Thursday, May 24, 2007, and is incorporated herein by reference.


I tern 14. Principal Accountant Fees and Services


The information required by this item is included in our definitive proxy statement for our 2007 annual meeting of stockholders to be
held on Thursday, May 24, 2007, and is incorporated herein by reference.


P ART IV


Item 15. Exhibits, Financial Statement Schedules


(a) Financial Statements, Financial Statement Schedules and Exhibits


(1) Financial Statements


See Index to Consolidated Financial Statements appearing on page F-1.


(2) Financial Statement Schedules


See Index to Consolidated Financial Statements appearing on page F-I.


Exhibits(3)


See Exhibit Index appearing on pages E-I through E-3 for a list of exhibits filed or incorporated by reference as part of this Annual
Report on Form 10-K.
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SIGNATURES


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to
on its behalf by the undersigned, thereunto duly authorized on this 1 st day of March 2007.


S IRIUS S ATELLITE R ADIO I NC.


By: /s/D AViD J. F REAR


David J. Frear
Executive Vice President and


Chief Financial Officer
(Principal Financial Officer)


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.


Signatare Title Date


/S] JOSEPH P. CLAYTON


(Joseph P. Clayton)


/s/M EL K ARMAZIN


(Mel Karmazin)


/s/D AVID J. F REAR


(David J. Frear)


IS] ADRIENNE E. C ALDERONE


(Adrienne E. Calderone)


/s/L EO~t D. B LACK


(Leon D. Black)


/s/L AWRENCE F. G ILBERTI


(Lawrence F. Gilberti)


/S] J AMES P. H OLDEN


(James P. Holden)


[S/W ARREN N. L IEBERFARB


(Warren N. Lieberfarb)


(Michael J. McGuiness)


/s/J AMES F. M OONEY


(James F. Mooney)


Chairman of the Board of
Directors and Director


Chief Executive Officer
and Director
(Principal Executive
Officer)


Executive Vice President
and Chief Financial
Officer (Principal
Financial Officer)


Senior Vice President and
Corporate Controller (Principal
Accounting Officer)


Director


Director


Director


Director


Director


Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM


To the Board of Directors and Stockholders of Sirius Satellite Radio Inc. and Subsidiaries:


We have audited the accompanying consolidated balance sheets of Sirius Satellite Radio Inc. (the "Company") as of December 31, 2006
and the related consolidated statements of operations, stockholders’ equity, and cash flows for each of the three years in the period


ended December 31, 2006. Our audits also included the financial statement schedule listed in the Index at Item 15(a). These financial
statements and schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements and schedule based on our audits.


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.


In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of the Company as of December 31, 2006 and 2005, and the consolidated results of its operations and its cash flows for each of the
three years in the period ended December 31, 2006 in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the
related financial statement schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly, in all
material respects, the information set forth therein.


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
effectiveness of the Company’s internal control over financial reporting as of December 31, 2006, based on criteria established in Internal
Control--Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated
February 23, 2007 expressed an unqualified opinion thereon.


As discussed in Notes 2 and 11 to the consolidated financial statements, the Company adopted Statement of Financial Accounting
Standard No. 123 (revised 2004), "Share-Based Payment", effective January 1, 2006.


/s/E RNST & Y otr~o LLP


York, NY


February 23, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM


To the Board of Directors and Stockholders of Sirius Satellite Radio Inc.:


~"    We have audited management’s assessment, included in the accompanying Item 9A, that Sirius Satellite Radio Inc. (the "Company")
maintained effective internal control over financial reporting as of December 31, 2006, based on criteria established in Internal Control--
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). The
Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on management’s assessment and an
opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit.


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting,
evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.


A company’s intemal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.


Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions,
or that the degree of compliance with the policies or procedures may deteriorate.


In our opinion, management’s assessment that the Company maintained effective internal control over financial reporting as of
"" ecember 31, 2006, is fairly stated, in all material respects, based on the COSO criteria. Also, in our opinion, the Company maintained, in all A


aterial respects, effective internal control over financial reporting as of December 31, 2006, based on the COSO criteria.


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of the Company as of December 31, 2006 and 2005, and the related consolidated statements of operations,
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2006, and our report dated February 23, 2007
expressed an unqualified opinion thereon.


New York, NY
February 23, 2007


/s/E RNST & Y OUN~ LLP


F-3







SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIO NS


(In thousands, except per shnre amounts)


For the Years Ended December 31,


2006 2005 2004


Revenue:
Subscriber revenue, including effects of mail-in rebates
Advertising revenue, net of agency fees
Equipment revenue
Other revenue


575,404 $ 223,615 $ 62,881
31,044 6,131 906
26,798 12,271 2,898
3,989 228- 169


Total revenue
Operating expenses (excludes depreciation shown separately below) O):


Cost of services:
Satellite and transmission
Programming and content
Customer service and billing
Cost of equipment


Sales and marketing
Subscriber acquisition costs
General and administrative
Engineering, design and development
Depreciation


637,235 242,245 66,854


41,797 29,798 33,198-
551,989 118,076 87,252
68,949 47,202 22,780
35,233 11,827 3,467


242,035 212,741 202,848
451,614 399,350 206,851
137,466 87,555 57,905
70,127 66,281 35,487


105,749 98,555 95,370


Total operating expenses 1,704,959 1,071,385 745,158


(I,067,724) (829,140). (678,304)


33,320 26,878 9,713
(64,032) (45,361) (41,386)


-- (6,214) --
(4,445) (6,938) --


79 89 2,016


Loss from operations
Other income (expense):


Interest and investment income
-/’ Interest expense, net of amounts capitalized


l Loss from redemption of debt
[ Equity in net loss of affiliate


Other income


Total other income (expense) (35,078) (31,546) (29,657)


(1,102,802) (860,686) (707,961)
(2,065) (2,311) (4,201)


Loss before income taxes
Income tax expense


Net loss


Net loss per share (basic and diluted)


Weighted average common shares outstanding (basic and diluted)


$ (1,104,867)$ (862,997) $ (712,162)


$ (0.79) $ (0.65) $ (0.57)


1,402,619 1,325,739 1,238,585


(1) Amounts related to stock-based compensation included in other operating expenses were as follows:


Satellite and transmission
Programming and content
Customer ~etwice and billing
Sales and marketing
Subscriber acquisition costs
General and administrative
Engineering, desig~ and development


Total stock-based compensation


See Notes to Consolidated Financial Statements.


F-4


2,568 $ 1,942 $ 2,04 !
321,774 19,469 23,899


812" 549 439
19,543 42, t 49 48,353
3 i,898 49,709 33,149
49,928 27,724 13,877
1 !,395 21,536 4,967


437,918 $ 163,078 5 126,725







SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)


ASSETS
Current assets:


Cash and cash equivalents
Marketable securities
Accounts receivable, net of allowance for doubtful accounts of $3,183 and $1,550 at December 31, 2006


and 2005, respectively
Receivables from distribution partners
Inventory
Prepaid expenses
Restricted investments
Other current assets


Total current assets
Property and equipment, net
FCC license ..
Restricted investments, net of current portion
Deferred financing fees
Other long-term assets


Total assets


LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:


Accounts payable and accrued expenses


O
Accrued interest
Deferred revenue


Total current liabilities
Long-term debt
Deferred revenue, net of current portion
Other long-term liabilities


Total liabilities


Commitments and contingencies (Note 14)
Stockholders’ equity:


Common stock, $0.001 par value: 2,500,000,000 shares authorized, 1,434,635,501 and 1,346,226,851
shares issued and outstanding at December 31, 2006 and 2005, respectively


Additional paid-in capital
Deferred compensation
Accttmulated deficit


Total stockholders’ (deficit) equity


Total liabilities and stockholders’ equity


As of December 31~


2006 2005


393,421 $ 762,007
15,500 117,250


24,189 31,688
46,825 26,513
34,502 14,256
52,588 18,248
25,000 25,I65
25,241 16,321


617,266 1,011-,448
810,389 828,357
83,654 83,654
52,850 82,450
13,166 16,303
81,203 63,150


$ 1,658,528 $ 2,085,362


437,913 $ 331~953
24,782 23,546


412,370 251,468


875,065 606,967
1,068,249 1,084,437


76,580 56;479
27,705 12,511


2,047,599 1,760,394


1,435 1,346
3,443,214 3,079,169


-- (26,694)
(3,833,720) (2,728,853)


(389,071) 324,968


$ 1,658,528 $ 2,085,362


See Notes to Consolidated Financial Statements.
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Net loss
Change in unrealize~l loss on avai|able-


for-sale securities


Total comprehensive loss


Sale of common stock, par value $0.O01
per sha~, $3.87 per share, net of
expense~


Issuance of common stock to employees
and employee benefit plans


I~uuee of common stock to third parties
Compensation in connection with the


issuance of stock-based awards
Issuance of stock-lut~ed awards .
Cancellation of stock-based awards
Amuri~zafion of def~’ed ~ompe~alion
Issuance of equity to the NFL
~erci~ ofo~on~ $0,49to $7.61 pei,


share ~     ,       ,
Exohange of 3½% Convertible Notes due


2008, includin8 accrued interest
Ex:¢i~i~ o’f wa.q~l~, $0.92 and 51.04 per


share


Balances, December 31, 2004
Net loss
Change in unrealized gain on available-


for-sale securities


:- ~’Otal ~mprehensive loss


_~suanc¢ of common stock to employees
and employee benefit plans


Issuance of common stock to thkd parti~
Compensation in connection with the


issuance of stock-based awards
Issuaneeofstock-bas~ ~m’ds~ -
Cancellation of stock-based awards
Amdrti~fibn of deferred zomi~w.ation
Exercise of options, $0.67 to $5.32 per


sb, are
Exchange of 3½% Convertible Notes due


2008, including acerued idtere~
Exercise of warrants, $0.92 to $2.392 per


sham


Balances, December 31, 20~


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY


(In thousands, except share and per share amounts)


Accumulated
Common Stock Additional Other


Paid-In Deferred Comprehensive
Shares          Amount Capital Compensatfon Loss


1,137,758,947 $ L138 $ 2,525,135 $ (47,411) $ .’ 26


.... (50)


25,000,OO0 2~$ 96,000 --


3,942,133 4 1,624 --
99,602 -- 280 --


-- -- 87,029 --
-- -- 33,499 - 03,499)
-- -- (703) 703
-- -- --, 29,2~


15,17~,070 15 40,952 --


i 7,447,086 i 8. 26,042 --


56,409,853 56 86,512 --


21,091,943 21 19,829 --


1,276,922,634 1,277 2,916,199 (50,963) (24)


24


Accumulated
Deficit Total


$ (1,153,694) $ 1,325,194
(712,162) (712,162)


2,773,776
38,580


14,460,738


10,548,545


41,482,578


1,346,226,851’


3 3,366 --
~ 480 --


-- 109,112 --
-- 18,~o0 (18~o0)
-- 0,333) 1,333
-- -- 41,236


14 18,803 --


11 14,283


41 (41) --


L346 $ 3,079,169


(1,865,856)
(862,997)


(2,728,853)


(5o)


(712,212)


1,628
280,


87,029


40,967


86,568


19,850


1,000,633
(862,997)


24


(862,9?3) 0


3,369


41,236


18,817


324,968


table continued on next page


See Notes to Consolidated Financial Statements.
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le continued from previous page


Net loss
Issuance of common stock to employees


and employee benefit plans
Issuance of common stock to third pm’ti~
Compensation in connection with the


issuance of stock-based awards
Reversal of defer~d compensation


related to the adoption of Statement of
Financial Accounting Standards
("SFAS") No. 123R


Exercise of options, $0.47 to $3.93 per
share


Exercise ofwarrunts, $2.392 per share
Exchange of 3 ½% Convertible Notes due


2008, including accrued interest


Bninnee~, December 31, 2006


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY - Continued


(In thousands, except share and per share amounts)


Accumulated
Common Stock Additional Other


Paid-In Deferred Comprehensive
Shares Amount Capital Compensation Loss


Accumulated
Deficit


20,063,322 20 22,253
34,467,869 35 224,917


(1,104,860


100,923


-- -- (26,694) 26,694


19,284,495 19 26,660 --
2,862,533 3 (3) --


11,730,431 12 15,989 --


1,434,635,501 $ 1,435 $ 3,443,214 $ --


Total


(1,10~,~6~)


22,273
224,952


100,923


26,679


16,001


$ (3,S33,720) $ (389,071)


See Notes to Consolidated Financial Statements.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS


(In thousands)


For the Years Ended December 31,


2~06 2005 2004


Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:


Depreciation
Non-cash interest expense
Provision for doubtful accounts
Non-cash ~luity in net loss of affiliate
Non-cash loss from redemption of debt
Loss on disposal of assets
Impairment loss
Stock-based compensation
Deferred income taxes


Changes in operating assets and liabilities:
Marketable securities
Accounts receivable
Receivables from distribution partners
Inventory
Prepaid expenses and other current assets
Other long-term assets
Accounts payable and accrued expenses
Accrued interest
Deferred revenue
Other long-term liabilities


$ (1,104,867) $ (862,997)$ (712,162)


105,749 98,555 95,370
3,107 3,169 21,912
7,513 4,311 1,648
4,445 6,938 --


-- 712 --
1,661 1,028 70


10,917 -- ~
437,918 163,078 126,725


2,065 2,311 4,201


-- 16 (292)
(14) (28,44O) (7,684)


(20,312) (17,265) (8,031)
(20,246) (6,329) (I,850)
(42,367) (11,864) 2,395
(19,331) 6,476 (44,563)
33,519 145,052 108,511
1,239 17,813 4,689


181,003 210,947 78,541
3,452 (3,505) (3,943)


Net cash used in operating activities


ash flows from investing activities:
Additions to property and equipment
Sales of property and equipment
Purchases of restricted and other investments
Release ofreslricted investments
Purchases of available-for-sale securities
Sales of available-for-sale securities


(414,549)    (269,994)


(99,827)     (49,888)
127        72


(12,339) (25,037)
26,000 10,997


(123,500) (148,900)
229,715 36,935


(334,463)


(28,589)
443


(89,706)


Net cash provided by (used in) investing activities 20,176 (175,821) (92,852)


Cash flows from financing activities:
Proceeds from issuance of long-term debt, net
Proceeds from issuance of common stock, net
Redemption of debt
Proceeds from exercise of stock options
Proceeds from exercise of warrants
Other


-- 493,005 518,413
-- -- 96,025
~ (57,609) ~


25,787 18,543 26,051
-- ~ 19,850
-- (8) (112)


Net cash provided by financing activities 25,787 453,931 660,227


(368,586) 8,116 232,912
762,007 753,891 520,979


$ 393,421 $ 762,!)07 $ 753,891


Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at the beginning of period


Cash and cash equivalents at the end of period


Supplemental Disclosure of Cash and Non-Cash Flow Information


Cash paid during the period for.
Interest, net of amounts capitalized
Income taxes


Jn-eash operating activities:
Common stock issued in satisfaction of scented compensation


Non-cash investing and financing activities:
Release of restriction on marketable ~curities
Common stock issued in exchange of 3 ½% Convertible Notes due 2008, including accrued interest
Common ~tock issued to third parties


59,929 $ 24,387 $ 14,920
583 158 --


7,243 4,824 913


4,750 -- --
16,001 14,294 86,568


224,952 -- 40,967







See Notes to Consolidated Financial Statements.
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Business


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


(Dollar amounts in thousands, unless otherwise stuted)


We are a satellite radio provider in the United States. We currently broadcast over 130 channels of programming to listeners across the
country. We offer 69 channels of 100% commercial-flee music and feature 65 channels of sports, news, talk, entertainment, traffic and weather
for a monthly subscription fee of $12.95.


We broadcast through our proprietary satellite radio system, which currently consists of three orbiting satellites, 127 terrestrial repeaters
that receive and retransmit our signal, a satellite uplink facility and our studios. Subscribers receive our service through SIRIUS radios, which
are sold by automakers, consumer electronics retailers, mobile audio dealers and through our website. Subscribers can also receive our music
channels and certain other channels over the Internet. As of December 31, 2006, we had 6,024,555 subscribers.


Our music channels are available to DISH satellite television subscribers and certain of our music channels are offered to Sprint
subscribers over multi-media handsets. We also offer traffic and weather data services for a separate fee. Subscribers to DISH satellite
television, Sprint and our traffic and weather data services are not included in our subscriber count.


In 2005, SIRIUS Canada Inc., a Canadian corporation owned by us, Canadian Broadcasting Corporation and Standard Radio Inc.,
received a license from the Canadian Radio-television and Telecommunications Commission to offer a satellite radio service in Canada. In
December 2005, SIRIUS Canada launched service in Canada with 110 channels of commercial-free music and news, sports, talk and
entertainment programming, including 11 channels of Canadian content. Subscribers to the SIRIUS Canada service are not included in our
subscriber count.


2. Summary of Significant Accounting Policies


Principles of Consolidation


The accompanying consolidated financial statements of Sirius Satellite Radio Inc. and its subsidiaries have been prepared in accordance
with U.S. generally accepted accounting principles. All intercompany transactions and accounts have been eliminated in consolidation.


Use o f Esamates


The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make
estimates and assumptions that affect the amounts reported and related disclosures. Estimates, by their nature, are based on judgment and
available information. Actual results could differ from those estimates.


Significant estimates inherent in the preparation of the accompanying consolidated financial statements include allowances for doubtful
accounts; depreciable lives of our assets; stock-based compensation; mail-in rebates; certain subscriber acquisition costs, including product
warranty obligations; asset retirement obligations; and impairments.


Revenue Recognition


Revenue from subscribers consists of subscription fees; revenue derived from our agreement with Hertz; non-refundable activation fees;
and the effects of mail-in rebates.


We recognize subscription fees as our service is provided to a subscriber. We record deferred revenue for prepaid subscription fees and
amortize these prepayments to revenue ratably over the term of the respective subscription plan.


At the time of sale, vehicle owners purchasing or leasing a vehicle with a subscription to our service typically receive between a six
month and one year prepaid subscription. We receive payment from automakers for these subscriptions in advance of our service being
activated. Such prepayments are recorded to deferred revenue and amortized ratably over the service period upon activation and sale to a
customer. We also reimburse automakers
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts in thousands, unless otherwise stated)


~
" r certain costs associated with the SIRIUS radio installed in the applicable vehicle at the time the vehicle is manufactured. The associated


ayments to the automakers are included in subscriber acquisition costs. Although we receive payments from the automakers, they do not resell
our service; rather, automakers facilitate the sale of our service to our customers, acting similar to an agent. We believe this is the appropriate
characterization of our relationship since we are responsible for providing service to our customers including being obligated to the customer if
there was interruption of serviee.


Activation fees are recognized ratably over the estimated term of a subscriber relationship, currently estimated to be 3.5 years. The
estimated term of a subscriber relationship is based on market research and management’s judgment and, if necessary, will be refined in the
future as historical data becomes available.


As required by Emerging Issues Task Force ("EITF") No. 01-09, "Accounting for Consideration Given by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products)," an estimate of mail-in rebates that are paid by us directly to subscribers is recorded as a
reduction to revenue in the period the subscriber activates our service. For certain mail-in rebate promotions, a subscriber must remain active
for a specified period of time to be considered eligible. In those instances, such estimate is recorded as a reduction to revenue over the required
activation period. We estimate the effects of mail-in rebates based on actual take-rates for rebate incentives offered in prior periods, adjusted as
deemed necessary based on current take-rate data available at the time. In subsequent periods, estimates are adjusted when necessary.


We recognize revenues from the sale of advertising on some of our non-music channels as the advertising is broadcast. Agency fees are
calculated based on a stated percentage applied to gross billing revenue for our advertising inventory and are reported as a reduction of
advertising revenue. Advertising revenue includes advertising sold in exchange for goods or services (barter) recorded at fair value. Revenue
from barter transactions is recognized when the advertising is broadcast and goods or services exchanged are received. Goods or services
received are charged to expense when received and/or used. Barter transactions are not significant to our consolidated financial statements. We
pay certain third parties a pereentage of advertising revenue. Advertising revenue is recorded gross of such revenue share payments in
accordance with EITF No. 99-19, "Reporting Revenue Gross as a Principal versus Net as an Agent," as we are the primary obliger in the
transaction. Advertising revenue share payments are recorded to programming and content expense during the period in which the advertising
is broadcast.


Equipment revenue from the direct sale of SIRIUS radios and accessories is recognized upon shipment. Shipping and handling costs
’.led to customers are recorded as revenue. Shipping and handling costs associated with shipping goods to customers are recorded to cost of


EITF No. 00-21, "Accounting for Revenue Arrangements with Multiple Deliverables," provides guidance on how and when to recognize
revenues for arrangements that may involve the delivery or performance of multiple products, services and/or rights to use assets. Revenue
arrangements with multiple deliverables are required to be divided into separate units of accounting if the deliverables in the arrangement meet
certain criteria. Arrangement consideration must be allocated among the separate units of accounting based on their relative fair values.


We determined that the sale of our service through our direct to consumer channel with accompanying equipment constitutes a revenue
arrangement with multiple deliverables. In these types of arrangements, amounts received for equipment are recognized as equipment revenue;
amounts received for service are recognized as subscription revenue; and amounts received for the non-refundable, up-front activation fee that
are not contingent on the delivery of the service are allocated to equipment revenue. Activation fees are recorded to equipment revenue only to
the extent that the aggregate equipment and activation fee proceeds do not exceed the fair value of the equipment. Any activation fees not
allocated to the equipment are deferred upon activation and recognized as subscriber revenue on a straight-line basis over the estimated term of
a subscriber relationship.


Stock-Based Compensation


Effective January I, 2006, we adopted the provisions of SFAS No. 123 (revised 2004), "Share-Based Payment" ("SFAS No. 123R"),
using the modified prospective transition method. Prior periods are not restated under this transition method. The stock-based compensation
cost recognized beginning January 1, 2006 includes compensation cost for all stock-based awards granted to employees and members of our
board of directors (i) prior to, but not vested as of, January 1,2006 based on the grant date fair value originally estimated in accordance with
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts in thousands, unless otherwise stnted)


~"~ ~ provisions of SFAS No. 123, "Accounting for Stock-Based Compensation," and (ii) subsequent to December 31, 2005 based on ~he


mate fair value estimated in accordance with the provisions of SFAS No. 123R.


Compensation cost under SFAS No. 123R is recognized ratably using the straight-line attribution method over the expected vesting
period.


SFAS No. 123R requires forfeitures to be estimated on the grant date and revised in subsequent periods if actual forfeitures differ from
those estimates. Prior to the adoption of SFAS No. 123R we accounted for forfeitures as they occurred. For pro forma disclosure purposes in
accordance with SFAS No. 123, we estimated forfeitures. As of January 1, 2006, the cumulative effect of adopting the estimated forfeiture
method was not significant.


Prior to January I, 2006, we used the intrinsic value method to measure the compensation cost of stock-based awards granted to
employees and members of our board of directors in accordance with Accounting Principles Board Opinion ("APB") No. 25, "Accounting for
Stock Issued to Employees." Accordingly, we recorded compensation expense for stock-based awards granted to employees and members of
our board of directors over the vesting period equal to the excess of the market price of the underlying common stock at the date of grant over
the exercise price of the stock-based award. The intrinsic value of restricted stock units as of the date of grant was amortized to expense over
the vesting period. We accounted for modifications to stock-based awards in accordance with Financial Accounting Standards Board
Interpretation ("FIN") No. 44, "Accounting for Certain Transactions Involving Stock Compensation." FIN No. 44 provided that when the
modification of a stock-based award oceured, a new measurement date resulted because the modification allowed an employee to vest in an
award that would have otherwise been forfeited pursuant to the original terms. In accordance with FIN No. 44, we also recorded compensation
charges or benefits related to repriced stock options based on the market value of our common stock until the reprieed stock options were
exercised, forfeited or expired.


The following table reflects net loss and net loss per share had stock-based compensation to employees and members of our board of
directors been recorded based on the fair value method under SFAS No. 123 for the periods set forth below:


For the Years Ended December 31,    i~


2005 2004


Net loss---as reported
Stock-based compensation to employees and members of our board of directors
Stock-based compensation to employees and members of our board Of directors --pro forma


(862,997) $ (712,162)
47,915 35,434


(94,677) (62,491)


Net loss---pro forma (909,759) $ (739,219)


Net loss per share:
Basic and diluted--as reported
Basic and diluted--pro forma


(0.65) $ (0.57)
(0.69) $ 0.6O)


Pursuant to SFAS 123R, we recognized $70,392 of compensation cost for stock-based awards granted to employees and members of our
board of directors for the year ended December 31, 2006. This compared to $47,915 and $35,434 of compensation cost for stock-based awards
granted to employees and members of our board of directors recognized pursuant to APB No. 25 for the years ended December 31, 2005 and
2004, respectively. Total unrecognized compensation related to unvested stock-based awards granted to employees and members of our board
of directors at December 31, 2006, net of estimated forfeitures, is $105,146 and is expected to be recognized over a weighted-average period of
three years.


Prior to January 1, 2006, we accounted for stock-based awards granted to non-employees, other than non-employee members of our
board of directors, at fair value in accordance with SFAS No. 123. Effective January 1, 2006, we account for such awards at fair value in
accordance with SFAS No. 123R and SEC guidance contained in StaffAceounting Bulletin ("SAB") No. 107. The fair value of equity
instruments granted to non-employees is measured in accordance with EITF No. 96-18, "Accounting for Equity Instruments That are Issued to
Other Than Employees for Acquiring, or in Conjunction with Selling, Goods or Services." The final measurement date of equity instruments
with performance criteria is the date that each performance commitment for such equity instrument is satisfied or there is a significant
disincentive for non-performance.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts in thousands, unless otherwise stated)


Stock-based awards granted to employees, non-employees and members of our board of directors generally include warrants, stock
options, restricted stock and restricted stock units. Charges associated with such stock-based awards are referred to by us as stock-based
compensation.


Upon adoption of SFAS No. 123R, we continued to estimate the fair value of stock-based awards using the Black-Scholes option
valuation model ("Black-Scholes"). Black-Scholes was developed to estimate the fair market value of traded options, which have no vesting
restrictions and are fully transferable. Option valuation models require the input of highly subjective assumptions. Because our stock-based
awards have characteristics significantly different from those of traded options and because changes in the subjective assumptions can
materially affect the fair market value estimate, the existing option valuation models do not necessarily provide a reliable single measure of the
fair value of our stock-based awards.


Fair value determined using Black-Seholes varies based on assumptions used for the expected life, expected stock price volatility and
risk-free interest rates. For the years ended December 31, 2005 and 2004, we used historical volatility of our stock over a period equal to the
expected life of stock-based awards to estimate fair value. We estimated the fair value of awards granted during the year ended December 31,
2006 using the implied volatility of actively traded options on our stock. We believe that implied volatility is more representative of future
stock price trends than historical volatility. The expected life assumption represents the weighted-average period stock-based awards are
expected to remain outstanding. These expected life assumptions are established through a review of historical exercise behavior of stock-based
award grants with similar vesting periods. Where historical patterns do not exist contractual terms are used. The risk-free interest rate
represents the daily treasury yield curve rate at the reporting date based on the dosing market bid yields on actively traded U.S. treasury
securities in the over-the-counter market for the expected term. Our assumptions may change in future periods.


The following table summarizes the weighted-average assumptions used to compute reported and pro forma stock-based compensation to
employees and members of our board of directors for the periods set forth below:


For the Years Ended December 31,


2006 2005 2004


ask-free interest rate
life of options--years


Expected stock price volatility
Expected dividend yield


(pro forms) (pro forms )
4.20% 4.18% 3.85%
4.45 5.07 6.23


60%- 89% ¯ 110%
N/A N/A N/A


The following table summarizes the range of assumptions used to compute reported stock-based compensation to third parties, other than
non-employee members of our board of directors, for the periods set forth below:


For the Years Ended December 31,


2006 2005 2004


Risk-free interest rate
Expected life of options--years
Expected stock price volatility
Expected dividend yield


4.29-5.23% 2.83-4.58% 1.99-4.69%
1.67-10.00 1.00-9.93 1.00-I0.00


60% 56-116% 56-116%
N/A N/A N/A


SFAS No. 123R changes the presentation of realized excess tax benefits associated with the exercise of stock options in the statements of
cash flows. Excess tax benefits are realized tax benefits from tax deductions for the exercise of stock options in excess of the deferred tax asset
attributable to stock compensation expense for such options. Prior to the adoption of SFAS No. 123R such realized tax benefits were required
to be presented as operating cash flows. SFAS No. 123R requires such realized tax benefits to be presented as part of cash flows from


F-12







SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts in thousands, unless otherwise stated)


"" mncing activities. No income tax benefits have been realized from stock option exercises during the years ended December 31, 2006,
.nd 2004 because a valuation allowance was recorded for all net deferred tax assets.


Subscriber Acquisition Costs


Subscriber acquisition costs include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a SIRIUS radio and a prepaid subscription to our service in the sale or lease price of a new vehicle; subsidies
paid for chip sets and certain other components used in manufacturing radios; commissions paid to retailers and automakers as incentives to
purchase, install and activate SIRIUS radios; product warranty obligations; and compensation costs associated with stock-based awards granted
in connection with certain distribution agreements. The majority of subscriber acquisition costs are incurred in advance of acquiring a
subscriber. Subscriber acquisition costs do not include advertising, loyalty payments to distributors and dealers of SIRIUS radios and revenue
share payments to automakers and retailers of SIRIUS radios which are included in sales and marketing expense. Subscriber acquisition costs
also do not include amounts capitalized in connection with our agreement with Hertz, as we retain ownership of certain SIRIUS radios used by
Hertz.


Subsidies paid to radio manufacturers and automakers are expensed upon shipment or installation. Commissions paid to retailers and
automakers are expensed either upon activation or sale of the SIRIUS radio. Chip sets that are shipped to radio manufacturers and held on
consignment are recorded as inventory and expensed as subscriber acquisition costs when placed into production by radio manufacturers. Costs
for chip sets not held on consignment are expensed as subscriber acquisition costs when the chip sets are shipped to radio manufacturers.


We record product warranty ob|igations in accordance with FIN No. 45, "Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others, an interpretation of FASB Statements No. 5, 57, and 107 and rescission
of FASB Interpretation No. 34." FIN No. 45 requires a guarantor to recognize, at the inception of a guarantee, a liability for the fair value of the
obligation undertaken by issuing the guarantee. We warrant that certain products sold through our retail and direct to consumer distribution
channels will perform in all material respects in accordance with standard published specifications in effect at the time of the purchase of the
products by the customer. We provide a 12-month warranty on our products from purchase date for repair or replacement of components and/or
products that contain defects of material or workmanship. Customers may exchange products directly to the retailer within 30 days of purchase.
We record a liability for an estimate of costs that we expect to incur under our warranty guarantee when the product is shipped from the      ~


anufacturer. Factors affecting our warranty liability include the number of units sold and historical and anticipated rates of claims and costs
per claim. We periodically assess the adequacy of our warranty liability based on changes in these factors.


The following table reconciles the beginning and ending aggregate product warranty liability:


Balance, December 31, 2005
Accrual for warranties issued during the period
Settlements during the period


Balance, December 31, 2006


Product
Warranty
Liability


$ 1,434
7,127


(3,520)


$ 5,041


Sports Programming Costs


We record the costs associated with our sports programming agreements in accordance with SFAS No. 63, "Financial Reporting by
Broadcasters." Programming costs which are for a specified number of events are amortized on an event-by-event basis; programming costs
which are for a specified season are amortized over the season on a straight-line basis. We allocate that portion of sports programming costs
which are related to sponsorship and marketing activities to sales and marketing expenses on a straight-line basis over the term of the
agreement.


Advertising Costs


We record the costs associated with advertising in accordance with Statement of Position ("SOP") No. 93-7, "Reporting on Advertising
Costs." Media is expensed when aired and advertising production costs are expensed
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts in thousands, unless otherwise stated)


as incurred. Market development funds are fixed and variable payments to reimburse retailers for the cost of advertising and other product
awareness activities. Fixed market development funds are expensed over the periods specified in the applicable agreement; variable costs are
expensed at the time a subscriber is activated.


Research and Development Costs


Research and development costs are expensed as incurred. Research and development costs for the years ended December 31, 2006,
2005 and 2004 were $46,460, $53,401 and $26,121, respectively, and are included in engineering, design and development expenses.


Income Taxes


We account for income taxes in accordance with SFAS No. 109, "Accounting for Income Taxes." Deferred income taxes are recognized
for the tax consequences related to temporary differences between the carrying amount of assets and liabilities for financial reporting purposes
and the amounts used for tax purposes at each year-end, based on enacted tax laws and statutory tax rates applicable to the periods in which the
differences are expected to affect taxable income. A valuation allowance is established when necessary based on the weight of available
evidence, if it is considered more likely than not that all or some portion of the deferred tax assets will not be realized. Income tax expense is
the sum of current income tax plus the change in deferred tax assets and liabilities.


Net (Loss) Income Per Share


We compute net (loss) income per share in accordance with SFAS No. 128, "Earnings Per Share." Basic net (loss) income per share is
based on the weighted average common shares outstanding during each reporting period. Diluted net (loss) income per share adjusts the
weighted average for the potential dilution that could occur if common stock equivalents (convertible debt, warrants, stock options and
restricted stock units) were exercised or converted into common stock. Common stock equivalents of approximately 194,000,000, 235,000,000
and 190,000,000 were not considered in the calculation of diluted net loss per share for the years ended December 31, 2006, 2005 and 2004,


O~peetively, as the effect would have been anti-dilutive.


Comprehensive (Loss) Income


We report comprehensive (loss) income in accordance with SFAS No. 130, "Reporting Comprehensive Income." SFAS No. 130
established a standard for reporting and displaying other comprehensive (loss) income and its components within financial statements.
Unrealized gains and losses on available-for-sale securities were the only component of our other comprehensive loss for the years ended
December 31, 2005 and 2004. There were no unrealized gains and losses on available-for-sale securities for the year ended December 31, 2006.
Comprehensive loss for the years ended December 3 I, 2006, 2005 and 2004 was $1,I04,867, $862,973 and $712,212, respectively.


Cash and Cash Equivalents


Cash and cash equivalents consist of cash on hand, money market funds and investments with an original maturity of three months or
less when purchased. Cash and cash equivalents are stated at fair market value.


Investments


Our investments consist of the following:


Marketable securities
Restricted investments
Investment, stated at cost


Total investments


Marketable Securities


AS of December 31,


2006 2005


$ 15,500 $ 117,250
77,850 107,615
5,000 --


$ 98,350 $ 224,865







We account for marketable securities in accordance with the provisions of SFAS No. 115, "Accounting for Certain Investments in Debt
and Equity Securities." Marketable securities consist of certificates of deposit and auction rate securities. For the years ended December 31,
2006 and 2005, certificates of deposit were $4,650 and
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS m (continued)


(Dollar amounts in thousands, unless otherwise stated)


~ ,00, respectively, and auction rate securities were $10,850 and $117,050, respectively. The basic objectives of our investment policy are the
preservation of capital, maintaining sufficient liquidity to meet operating requirements and maximizing yield. We classify our marketable
securities as available-for-sale securities. Available-for-sale securities are carried at fair market value. Unrealized gains and losses are included
in accumulated other comprehensive (loss) income as a separate component of stockholders’ equity. Realized gains and losses, dividends and
interest income, including amortization of the premium and discount arising at purchase, are included in interest and investment income. The
specific-identification method is used to determine the cost of all securities and the basis by which amounts are reclassified from accumulated
comprehensive (loss) income into earnings. While the underlying securities of auction rate securities have contractual maturities of more than
20 years, the interest rates on such securities reset at intervals of 28 or 35 days. Auction rate securities are priced and subsequently trade as
short-term investments because of such interest rate reset feature.


We received proceeds from the sale or maturity of marketable securities of $229,715, $36,935 and $25,000 for the years ended December
31, 2006, 2005 and 2004, respectively. There were no unrealized holding gains or losses on marketable securities as of December 31, 2006 and
2005.


Restricted Investments


As of December 31, 2006 and 2005, short-term restricted investments of $25,000 and $25,165, respectively, included certificates of
deposit placed in escrow primarily for the benefit of a third party pursuant to a programming agreement.


As of December 31, 2006 and 2005, long-term restricted investments of $52,850 and $82,450, respectively, included certificates of
deposit and money market funds deposited in escrow for the benefit of third parties pursuant to programming agreements and certificates of
deposit placed in escrow to secure our reimbursement obligations under letters of credit issued for the benefit of lessors of office space.


Cost Method Investment


In September 2006, we invested in a third party for strategic purposes. We account for this investment under the cost method. The


~
. carrying value of our investment was $5,000 at December 31, 2006 and is included in other long-term assets in our accompanying consolidated


lance sheet.


Equity Method Investment


We have a 49.9% economic interest in SIRIUS Canada. Our investment in SIRIUS Canada is recorded using the equity method since we
have signifieunt influence, but less than a controlling voting interest. Under this method, our investment in SIRIUS Canada, originally recorded
at cost, is adjusted to recognize our share of net earnings or losses as they occur rather than as dividends or other distributions are received,
limited to the extent of our investment in, advances to and commitments to fund SIRIUS Canada. Our share of net earnings or losses of SIRIUS
Canada is recorded to equity in net loss of affiliate in our accompanying consolidated statements of operations. We recorded $4,445 and $6,938
for the years ended December 31, 2006 and 2005, respectively, for our share of SIRIUS Canada’s net loss.


Accounts Receivable


Accounts receivable are stated at amounts due from customers net of an allowance for doubtful accounts. We specifically reserve for
customers with known disputes or collectibility issues. The remaining reserve recorded in the allowance for doubtful accounts is our best
estimate of the amount of probable losses in our existing accounts receivable based on our actual write-off experience.


Inventory


Inventory consists of finished goods, chip sets and other raw material components used in manufacturing radios. Inventory is stated at the
lower of cost, determined on a first-in, first-out basis, or market. We record an estimated allowance for inventory that is considered slow
moving and obsolete or whose carrying value is in excess of net realizable value.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts In (housands, unless otherwise stated)


Property and equipment is stated at cost and depreciated on a straight-line basis over the estimated useful lives of the related assets,
which range from 2 to 30 years. Our satellite system is depreciated on a s~raight-line basis over the respective remaining useful lives of our
satellites from the date we launched our service in February 2002 or, in the case of our spare satellite, from the date it was delivered to ground
storage in April 2002. Leasehold improvements and equipment under eepital leases is depreciated using the straight-line method over the lesser
of the lease term or the estimated useful life. We capitalize a portion of the interest on funds borrowed to finance the construction and launch of
our satellites. Capitalized interest is recorded as part of the asset’s cost and depreciated over the satellite’s useful life. Capitalized interest costs
for the year ended December 31, 2006 was $4,205. We had no capitalized interest for the year ended December 31, 2005.


Major additions and improvements are capitalized, while replacements, repairs and maintenance that do not improve or extend the life of
the assets are charged to expense. In the period assets are retired, or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts, and any gain or loss on disposal is included in our results of operations.


The costs of acquiring, developing and testing software are capitalized under SOP No. 98-1, "Accounting for the Costs of Computer
Software Developed or Obtained for Internal Use." We capitalize costs associated with software developed or obtained for internal use when
the following occur: (I) the preliminary project stage is completed and (2) management has authorized funding a computer sotY~vare project and
it is probable that the project will be completed and the software will be used to perform the function intended. Capitalized costs include
external direct costs of materials and services consumed in developing or obtaining internal-use software. Capitalization of such costs ceases no
later than the point at which the project is substantially complete and ready for its intended use. The total net book value of capitalized software
costs was $17,349 and $14,943 for the years ended December 31, 2006 and 2005, respectively. Costs charged to expense for the amortization
of capitalized software costs were $4,971, $3,451 and $2,387 for the years ended December 31, 2006, 2005 and 2004, respectively, and are
included in depreciation in our accompanying consolidated statements of operations.


The estimated useful lives of our property and equipment are as follows:


Customer care, billing and conditional access
Furniture, fixtures, equipment and other
Broadcast studio equipment-
Satellite telemetry, tracking and control facilities
Terrestrial repeater network.
Leasehold improvements
Satellite system                  -
Building


3-7 yea~
2-7


3-15
3, 4 or 15 years


5 or 15years
2-15 years


13 or 15.year~
30 years


The expected useful lives of our three in-orbit satellites were originally 15 years from the date they were placed into orbit. In June 2006,
we entered into an agreement with Space Systems/Loral to design and construct a new satellite. In connection with this agreement, we adjusted
the useful lives of two of our in-orbit satellites to 13 years to reflect the way we intend to operate the constellation. We continue to expect our
spare satellite to operate effectively for 15 years from the date of launch.


Our satellites have experienced circuit failures on their solar arrays. We continue to monitor the operating condition of our satellites. If
events or circumstances indicate that the useful lives of our satellites have changed we will modify the depreciable life accordingly.


In accordance with SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets," we review our long-lived assets
for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset is not recoverable. At the time an
impairment in value of a long-lived asset is identified, except for our FCC license discussed below, the impairment is measured as the amount
by which the carrying amount of a long-lived asset exceeds its fair value. To determine fair value, we employ an expected present value
technique, which utilizes multiple cash flow scenarios that reflect the range of possible outcomes and an appropriate discount rate.


In connection with our new satellite agreement, in June 2006 we wrote-off $10,917 for the net book value of certain satellite long-lead
time parts purchased in 1999 that we will no longer need. Such amount is included in satellite and transmission expenses in our accompanying
consolidated statement of operations.


F-16







SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)
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FCC License


In October 1997, the FCC granted us a license to operate a commercial satellite radio service in the United States. While the FCC license
has a renewable eight-year term, we expect to renew our license as there are no legal, regulatory, contractual, competitive, economic or other
factors that limit its useful life. As a result, we treat the FCC license as an indefinite-lived intangible asset under the provisions of SFAS No.
142, "Goodwill and Other Intangible Assets." We re-evaluate the useful life determination for our FCC license each reporting period to
determine whether events and circumstances continue to support an indefinite useful life. To date, we have not recorded any amortization
expense related to our FCC license.


We test our FCC license for impairment at least annually or more frequently if indicators of impairment exist. We use a direct approach
in performing our annual impairment test for this asset which requires estimates of future cash flows and other factors. If these estimates or
projections change in the future, we may be required to record an impairment charge related to this asset. We began using the direct approach
in 2005. Prior to 2005, we used the residual method in estimating the fair value of our FCC license. Use of the direct approach is in accordance
with a September 29, 2004 Staff Announcement from the staff of the Securities and Exchange Commission, "Use of the Residual Method to
Value Acquired Assets Other Than Goodwill." Under either the direct method or the residual method, if the fair value of our license was less
than the aggregated carrying amount of the license, an impairment would have been recognized.


Deferred Financing Fees


Costs associated with the issuance of debt are deferred and amortized to interest expense over the term of the respective debt.


Fair Value of Financial Instruments


The carrying amounts of cash and cash equivalents, accounts and other receivables, and accounts payable approximate fair value due to
the short-term nature of these instruments.


We determined the estimated fair values of our debt using available market information and commonly accepted valuation methods.
3nsiderable judgment is necessary to develop estimates of fair value, and the estimates presented are not necessarily indicative of the amounts
at could be realized upon disposition. The use of alternative valuation methods and/or estimates may have resulted in materially different
timates from those presented.


Quoted market prices were used to estimate the fair market values of our debt as of December 31, 2006 and 2005. The following table
summarizes the book and fair values of our debt:


2006


As of December 31,


Book Value Fair Value Book Value


200S


Fair Value


95/8% Senior Notes due 2013
3%% Convertible Notes due 2011
2%% Convertible Notes due 2009
3 %% Convertible Notes due 2008
8%% Convertible Subordinated Notes due 2009


500,000 $ 496,250 $ 500,000 $ 492,500
230,000 226,838 230,000 338,443
300,000 310,125 300,000 484,875
36,505 100,024 52,693 255,693
1,744 N/A 1,744 907


Asset Retirement Obligation


In accordance with SFAS No. 143, "Accounting for Asset Retirement Obligations," we recorded costs equal to the present value of the
future obligation associated with the retirement of our terrestrial repeater network. These costs, which are included in other long-term
liabilities, include an amount that we estimate will be sufficient to satisfy our obligations under leases to remove our terrestrial repeater
equipment and restore the sites to their original condition. The following table reconciles the beginning and ending aggregate carrying amount
of this asset retirement obligation:
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Asset
Retirement
Obligation


Balance, December 31, 2005 $ 455
Liabilities settled (16)
Accretion expense 114


Balance, December 31, 2006 553


Reclassifications


Certain amounts in the prior period consolidated financial statements have been reclassified to conform to the current period
presentation, including the reclassification of stock-based compensation from a separate line item disclosure to beingincluded in other
operating expense line items in order to comply with the requirements of SFAS No. 123R.


Recent Accounting Pronouncements


In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements," which defines fair value, establishes a framework for
measuring fair value and expands the related disclosure requirements. SFAS No. 157 is effective for fiscal years beginning after November 15,
2007 and for interim periods within those years. We are currently evaluating the impact of the adoption, if any, that SFAS No. 157 will have on
our consolidated results of operations and financial position.


In September 2006, the FASB issued EITF No. 06-1, "Accounting for Consideration Given by a Service Provider to Manufacturers or
Resellers of Equipment Necessary for an End-Customer to Receive Service from the Service Provider." The EITF concluded that if
consideration given by a service provider to a third-party manufacturer or a reseller that is not the service provider’s customer can be linked
contractually to the b,e, nefit received by the service provider’s customer, a service provi,d, er should account for the consideration in accordance


[th EITF No. 01-9, Accounting for Consideration Given by a Vendor to a Customer. EITF No. 06-1 is effective for annual reporting periods~l
.... eginning aRer June 15, 2007. We are currently evaluating the effects that EITF No. 06-1 will have on our consolidated results of operations


and financial position.


In June 2006, the FASB issued EITF No. 06-3, "How Taxes Collected from Customers and Remitted to Governmental Authorities
Should Be Presented in the Income Statement (That Is, Gross versus Net Presentation)," to clarify diversity in practice on the presentation of
different types of taxes in the financial statements. The EITF concluded that for taxes within the scope of the issue, a company may include
charges to customers for taxes within revenues and the charge for the taxes from the taxing authority within cost of sales, or, alternatively, it
may net the charge to the customer and the charge from the taxing authority. If taxes subject to EITF No. 06-3 are significant, a company is
required to disclose its accounting policy for presenting taxes and the amounts of such taxes that are recognized on a gross basis. EITF No. 06-
3 is effective for the first interim reporting period beginning after December 15, 2006. We will adopt EITF No. 06-3 effective January 1, 2007.
The adoption of EITF No. 06-3 will not have a material impact on our consolidated results of operations or fiuaneial position.


In June 2006, the FASB issued FIN No. 48, "Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No.
109," which prescribes a recognition threshold and measurement attribute for financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return, as well as criteria on derecognition, measurement, classification, interest and penalties, accounting
in interim periods, disclosure and transition. FIN No. 48 is effective for fiscal years beginning after December 15, 2006. We will adopt FIN No.
48 effective January 1, 2007. The adoption of FIN No. 48 will not have a material impact on our consolidated results of operations or financial
position.


3. Subscriber Revenue


Subscriber revenue consists of subscription fees, non-refundable activation fees and the effects of mail-in rebates. Revenues received
from automakers for prepaid subscriptions included in the sale or lease price of a new vehicle are also included in subscriber revenue over the
service period upon activation.
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Subscriber revenue consists of the following:


For the Years Ended December 31,


2006 2005 2004


$ 572,386$ 233,635 $ 65,201
15,612 6,790 2,102


(12,594) (16,810) (4,422)


$ 575,404$ 223,615 $ 62,881


Subscription fees
Activation fees
Effects of mail-in rebates


Total subscriber revenue


4. Interest Costs


During the year ended December 31, 2006, we capitalized a portion of the interest on funds borrowed to finance the construction and
launch of our new satellite. The following is a summary of our interest cost:


For the Years Ended December 31,


2006 200S 2004


Interest costs charged to expense
Debt conversion costs charged to expense


Total interest expense
Interest costs capitalized


Total interest costs incurred


64,032 $ 45,361 $ 21,794
-- -- 19,592


64,032 45,361 4t,386
4,205 -- --


$ 68,237 $    45,361 $    41,386’


Debt conversion costs for the year ended December 31, 2004 were a result of the exchange of $69,000 in aggregate principal amount of
our3½% Convertible Notes due 2008 for shares of our common stock.


5. Inventory


Inventory consists of the following:


As of December 31,


2096 200~


Raw materials $ 16,459 $ 13,459
Finished goods 18,043 797


Total inventory $ 34,502$ 14,256


6. Property and Equipment


Property and equipment consists of the following:


As of December 31,


2006 2005


Satellite system $ 933,141 $ 948,573
Terrestrial repeater network 63,753 73,076







Leasehold improvements
Broadcast studio equipment
Customer Care, billing and conditional access.
Satellite telemetry, tracking and control facilities


miture, fixtures, equipment and other ~
~and
Building
Construction in progress


Total property and equipment
Accumulated depreciation


Property and exluipment, net


33,334
37,350
35,796
17,611
54,02~/


311
2,343


101,848


28,476
32,437
29,534,~
17,41~
46,33~1~’


311
!,936


27,907


1,279,514 1,206,002
(469,125) (377,645)


$ 810,389$ 828,357
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Construction in progress consists of the following:


As of December 31,


2006 2005


Satellite system $ 78,491 $ 21,000
Terrestrial repeater network 10,973 2,619
Leasehold improvements 100 1,472
Other 12,284 2,816


Construction in progress $ 101,848 $ 27,907


Satellites


Our satellites were successfully launched in 2000. Our spare satellite was delivered to ground storage in 2002. Our three-satellite
constellation and terrestrial repeater network were placed into service in 2002.


In 2006, we entered into an agreement with Space SystemsiLoral for the design and construction of a new satellite. Construction of this
satellite is expected to be completed in the fourth quarter of 2008. We plan to lanneh this satellite on a Proton rocket under our contract with
International Launch Services, which we entered into in 2005. As of December 31, 2006 and 2005, we recorded $78,491 and $21,000,
respectively, to property and equipment in our accompanying consolidated balance sheets in connection with these agreements.


7. Related Party Transactions


In 2005, we entered into a license and services agreement with SIRIUS Canada Inc. Pursuant to such agreement, we are reimbursed for
.rtain costs incurred by us to provide SIRIUS Canada Inc. service, including certain costs we incur for the production and distribution of


used by its subscribers as well as information technology support costs. In consideration for the fights granted pursuant to the license and
services agreement, SIRIUS Canada Inc. pays us a royalty based on a percentage of its annual gross revenues. Additionally, the initial
financing we provided to SIRIUS Canada is by way of subscription to non-voting shares which carries an 8% cumulative dividend.


Total costs reimbursed by SIRIUS Canada Inc. for the years ended December 31, 2006 and 2005 were $9,227 and $6,025, respectively.
We recorded $945 and $ I0 in royalty income for the years ended December 31, 2006 and 2005, respectively. Such royalty income was
recorded to other revenue in our accompanying consolidated statements of operations. We also recorded dividend income of $700 for the year
ended December 31, 2006, which was included in interest and investment income in our accompanying consolidated statements of operations.


Amounts due from SIRIUS Canada Inc. at December 31, 2006 were $4,157, of which $2,502 and $1,655 are included in other current
assets and other long-term assets, respectively, on our accompanying consolidated balance sheets. Amounts due from SIRIUS Canada Inc. at
December 31, 2005 were $2,277, of which $2,267 and $10 are included in other current assets and other long-term assets, respectively, on our
accompanying consolidated balance sheets. Amounts payable to SIRIUS Canada Inc. at December 31, 2006 and 2005 to fund its remaining
capital requirements were $1,148 and $3,059, respectively, and are included in accounts payable and accrued expenses in the accompanying
consolidated balance sheets.


8. Accounts Payable and Accrued Expenses


Our accounts payable and accrued expenses consist of the following:


As of December 31,


2006 2005


Accounts payable $ 26,048 $ 6,829
Accrued programming 116,370 41,436


¯.m~       Accrued compensation and other payroll related costs 28,376 26,370
.~ Accrued subsidies and distribution 185,188 151,311


Accrued web streaming and broadcast royalties 13,629 19,190
Other accrued expenses 68,302 86,817







Total accounts payablo and accrued oxpe~sos .’ $ 437,913 $ 331,953


I
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Long-Term Debt and Accrued Interest


Our long-term debt consists of the following:


Conversion
Price


(per share)


As of December 31,


2006 2005


9 s/s % Senior Notes due 2013
3%% Convertible Notes due 2011
2½% Convertible Notes due 2009
3 %% Convertible Notes due 2008
8%% Convertible Subordinated Notes due 2009


Total long-term debt


N/A
5.30
4.41
1.38


28.4625


5oo ooo $ 5oo,0oo
230,000 230,000
300,000 300,0O0
36,505 52,693
1,744 1,744


$ 1,068,249    $ 1,084,437


Accrued interest associated with our long-term debt is as follows:


AsofDecember31,


2005


9 s/s % Senior Notes due 2013
3%% Convertible Notes due 2011
2%% Convertible Notes due 2009
3 %% Convertible Notes due 2008
8¾% Convertible Subordinated Notes due 2009
Space Systems/Loral Credit Agreement


Total accrued interest $


20,053 ’$ 18~888
1,557 1,557
2,9O2 2,9O2


107 161
38 38
125 --


’ 24,782 $: 23,546.


The maturities of our long-term debt are as follows:


As of
December 31, 2006


2007 $ ---
2008 36,505
2009 301,744 ,
2010 --
2011 230,000
Thereafter 500,000


Total debt $ 1,068,249


9 s/s % Senior Notes due 2013


In August 2005, we issued $500,000 in aggregate principal amount of our 9 5/8 % Senior Notes due 2013 resulting in net proceeds of
$493,005.
Our 9 5/s % Senior Notes due 2013 mature on August 1,2013 and interest is payable semi-annually on February 1 and August 1 of each year.
The obligations under our 9 5/8 % Senior Notes due 2013 are not secured by any of our assets.


In September 2005, we used proceeds from the issuance of our 9 5/8 % Senior Notes due 2013 to redeem our outstanding 15% Senior
Discount Notes due 2007 and our 14%% Senior Secured Notes due 2009, including accrued interest. We recognized a loss from


of debt of $6,214 in connection with this redemption, including a redemption premium of $5,502 and the write-off of unamortized
debt issuance costs of $712. The obligations under our 15% Senior Secured Discount Notes due 2007 and 14%% Senior Secured Notes due
2009 were secured by liens on certain of our assets which were released in connection with the redemption of the notes.







3~% Convertible Notes due 2011


In October 2004, we issued $230,000 in aggregate principal amount of our 3 ¼% Convertible Notes due 2011 resulting in net proceeds
p~’~224,813. These notes are convertible, at the option of the holder, into shares of our common stock at any time at a conversion rate of 188.671


ares of common stock for each $1,000.00 principal
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~
"" ~ount, or $5.30 per share of common stock, subject to certain adjustments. Our 3 %% Convertible Notes due 2011 mature on October 15,


z011 and interest is payable semi-annually on April 15 and October 15 of each year. The obligations under our 3 %% Convertible Notes due
2011 are not secured by any of our assets.


2½% Convertible Notes due 2009


In February 2004, we issued $250,000 in aggregate principal amount of our 2%% Convertible Notes due 2009 resulting in net proceeds
of $244,625. In March 2004, we issued an additional $50,000 in aggregate principal amount of our 2½% Convertible Notes due 2009 pursuant
to an option granted in connection with the initial offering of the notes, resulting in net proceeds of $48,975. These notes are convertible, at the
option of the holder, into shares of our common stock at any time at a conversion rate of 226.7574 shares of common stock for each $1,000.00
principal amount, or $4.41 per share of common stock, subject to certain adjustments. Our 2½% Convertible Notes due 2009 mature on
February 15, 2009 and interest is payable semi-annually on February 15 and August 15 of each year. The obligations under our 2½%
Convertible Notes due 2009 are not secured by any of our assets.


3 ½ % Convertible Notes due 2008


In May 2003, we issued $201,250 in aggregate principal amount of our 3 ½% Convertible Notes due 2008 resulting in net proceeds of
$194,224. These notes are convertible, at the option of the holder, into shares of our common stock at any time at a conversion rate of 724.6377
shares of common stock for each $1,000.00 principal amount, or $1.38 per share of common stock, subject to certain adjustments. Our 3 ½%
Convertible Notes due 2008 mature on June 1, 2008 and interest is payable semi-annually on June 1 and December 1 of each year. The
obligations under our 3%% Convertible Notes due 2008 are not secured by any of our assets.


During the year ended December 31, 2006, holders of $16,188 in aggregate principal amount of our 3½% Convertible Notes due 2008
presented such notes for conversion in accordance with the terms of the indenture. We issued 11,730,431 shares of our common stock upon
conversion of these notes. During the year ended December 31, 2005, we issued 10,548,545 shares of our common stock in exchange for
$14,557 in aggregate principal amount of our 3 %% Convertible Notes due 2008, including accrued interest. In January 2004, we issued
56,409,853 shares of our common stock in exchange for $69,000 in aggregate principal amount of our 3 ½% Convertible Notes due 2008,


ocluding accrued interest. We incurred debt conversion costs of $19,592 for the year ended December 31, 2004. There were no debt
nversion costs recorded for the years ended December 31, 2006 and 2005.


8% % Convertible Subordinated Notes due 2009


In 1999, we issued our 8%% Convertible Subordinated Notes due 2009. The remaining balance of our 8¾% Convertible Subordinated
Notes due 2009 mature on September 29, 2009 and interest is payable semi-annually on March 29 and September 29 of each year. These notes
are convertible, at the option of the holder, into shares of our common stock at any time at a conversion rate of 35.134 shares of common stock
for each $1,000.00 principal amount, or $28.4625 per share of common stock, subject to certain adjustments. The obligations under our 8%%
Convertible Subordinated Notes due 2009 are not secured by any of our assets.


Space Systems/Loral Credit Agreement


In June 2006, we entered into a Credit Agreement with Space Systems/Loral. Under the Credit Agreement, Space Systems/Loral has
agreed to make loans to us in an aggregate principal amount of up to $100,000 to finance the purchase of our new satellite. Loans made under
the Credit Agreement will be secured by our rights under the Satellite Purchase Agreement with Space Systems/Loral, including our rights to
the new satellite. The loans are also entitled to the benefits of a subsidiary guarantee from Satellite CD Radio, Inc., our subsidiary that holds
our FCC license, and any future material subsidiary that may be formed by us. The maturity date of the loans is the earliest to occur of (i) April
6, 2009, (ii) 90 days after the new satellite becomes available for shipment and (iii) 30 days prior to the scheduled launch of the new satellite.
Any loans made under the Credit Agreement generally will bear interest at a variable rate equal to three-month LIBOR plus 4.75%. The daily
unused balance bears interest at a rate per annum equal to 0.50%, payable quarterly on the last day of each March, June, September and
December, commencing June 30, 2006. The Credit Agreement permits us to prepay all or a portion of the loans outstanding without penalty.
We have not borrowed under this Credit Agreement as of December 31, 2006.
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Covenants and Restrictions


Our 9 s/s % Senior Notes due 2013 and the Credit Agreement require us to comply with certain covenants that restrict our ability to,
among other things, (i) incur additional indebtedness, (ii) incur liens, Off) pay dividends or make certain other restricted payments, investments
or acquisitions, (iv) enter into certain transactions with affiliates, (v) merge or consolidate with another person, (vi) sell, assign, lease or
otherwise dispose of all or substantially all of our assets, and (vii) make voluntary prepayments of certain debt, in each case subject to
exceptions as provided in the 9 s/s % Senior Notes due 2013 indenture and the Credit Agreement. If we fail to comply with these covenants,
our 9 S/s % Senior Notes due 2013 and any loans outstanding under the Credit Agreement could become immediately payable and the Credit
Agreement could be terminated. At December 31, 2006, we were in compliance with all such covenants.


10. Stockholders’ Equity


Common Stock, Par Value $0.001 Per Share


We are authorized to issue 2,500,000,000 shares of our common stock. As of December 31,2006, approximately 424,385,000 shares of
our common stock were reserved for issuance in connection with outstanding convertible debt, warrants, incentive stock plans and common
stock to be granted to third parties upon satisfaction of performance targets.


During the year ended December 31, 2006, employees exercised 19,284,495 stock options at exercise prices ranging from $0.47 to $3.93
per share, resulting in proceeds to us of $26,679. Of this amount, $25,504 was collected as of December 31, 2006. We also collected $283 in
2006 related to stock option exercises that occurred in 2005. During the year ended December 31, 2005, 14,460,738 stock options were
exercised at exercise prices ranging from $0.67 to $5.32 per share, resulting in proceeds to us of $18,817. Of this amount, $18,534 was
collected as of December 31, 2005.


In January 2006, Howard Stern and his agent were granted an aggregate of 34,375,000 shares of our common stock as a result of certain
performance targets that were satisfied in January 2006. We recognized expense associated with these shares of $224,813 during the year ended
December 31, 2006.


In October 2004, we sold 25,000,000 shares of our common stock resulting in net proceeds of $96,025.


In January 2004, we signed a seven-year agreement with the NFL. We delivered to the NFL 15,173,070 shares of our common stock
valued at $40,967 upon execution of this agreement. These shares of common stock are subject to certain transfer restrictions which lapse over
time. We recognized $5,852, $5,852 and $4,285 of expense associated with these shares during the years ended December 31, 2006, 2005 and
2004, respectively. Of the remaining $24,978 in common stock value, $5,852 and $19,126 are included in other current assets and other long-
term assets, respectively, on our accompanying consolidated balance sheet as of December 31, 2006.


Warrants


In June 2004, we issued DaimlerChrysler AG warrants to purchase up to 21,500,000 shares of our common stock at an exercise price of
$1.04 per share. These warrants have vested and are exercisable. These warrants replaced warrants issued to DaimlerChrysler AG in October
2002.


In February 2004, we announced an agreement with RadioShaek Corporation to distribute, market and sell SIRIUS radios. In connection
with this agreement, we issued RadioShack warrants to purchase up to I0,000,000 shares of our common stock. These warrants have an
exercise price of $5.00 per share and vest and become exercisable if RadioShack achieves activation targets during the five-year term of the
agreement.


In January 2004, we signed an agreement with Penske Automotive Group, Inc., United Auto Group, Inc., Penske Truck Leasing Co. L.P.
and Penske Corporation (collectively, the "Penske Companies"). In connection with this agreement, we agreed to issue the Penske companies
warrants to purchase up to 38,000,000 shares of our common stock at an exercise price of $2.392 per share. The warrants vest over time and
upon achievement of certain milestones by the Penske companies. During the years ended December 31, 2006 and 2005, Penske exercised
5,292,500 and 2,838,700, respectively, vested warrants in a series of cashless exercises. In connection with these transactions, we issued
2,862,533 and 1,944,073 shares of our common stock for the years ended December 31, 2006 and 2005, respectively.


In January 2004, we issued the NFL warrants to purchase 50,000,000 shares of our common stock at an exercise price of $2.50 per share.
these warrants, 16,666,665 vest upon the delivery to us of media assets by the


F-23







SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (continued)


(Dollar amounts in thousands, unless otherwise stated)


- FL and its member clubs, and 33,333,335 of these warrants will be earned by the NFL or its member clubs as we ace
are directly trackable through their efforts.


During the year ended December 31, 2004, we issued warrants to purchase 9,425,000 shares of our common stock at exercise prices of
$3.00 to $3.21 per share to other third parties as part of distribution and programming arrangements. These warrants vest over time and upon
achievement of certain milestones. During the years ended December 31, 2006, 2005 and 2004, 30,000, 230,000 and 62,000 of these warrants
to purchase shares of our common stock, respectively, were issued to consultants as stock options and included in our stock option activity.


Warrants to acquire shares of our common stock were outstanding as follows (shares in thousands):


Average
Exercise Expiration


Price Date


Number of Warrnnt~
Outstanding as of


December 31,


2006 2005


NFL $ 2.50 March 2008---Mar~h 2010 50,000 50,000
Penske companies 2.392 July 2009 29,869 35,161
DaimlerChrysler 1.04 May 2012 21,500 21,500
RadioShack 5.00 December 2010 10,000 10,000
Ford 3.00 September 2011 4,000 4,000
Other distribution and programming partners 3.11 January 2008--June 2014 4,053 9,133
Other 20.33 June 2005---April 2011 4,533 4,533


Total $ 3.11 123,955 134,327


We recognized expense of $50,297, $100,349 and $74,700 in connection with warrants for the years ended December 31, 2006, 2005
d 2004, respectively.


11. Benefit Plans


Stock-Based A wards


In January 2003, our board of directors adopted the Sirius Satellite Radio 2003 Long-Term Stock Incentive Plan (the "2003 Plan"), and
on March 4, 2003 our stockholders approved this plan. On May 25, 2004, our stockholders approved an amendment to the 2003 Plan to include
members of our board of directors as eligible participants. Employees, consultants and members of our board of directors are eligible to receive
awards under the 2003 Plan. The 2003 Plan provides for the grant of stock options, restricted stock, restricted stock units and other stock-based
awards that the compensation committee of our board of directors may deem appropriate.


Vesting and other terms of stock-based awards are set forth in the agreements with the individuals receiving the awards. Stock-based
awards granted under the 2003 Plan are generally subject to a vesting requirement that includes one or all of the following: (1) over time,
generally three to five years from the date of grant; (2) on a specific date in future periods with acceleration to earlier periods if performance
criteria are satisfied; or (3) as certain performance targets set at the time of grant are achieved. Stock-based awards generally expire ten years
from the date of grant. Each restricted stock unit entitles the holder to receive one share of our common stock upon vesting.


As of December 31, 2006, approximately 75,879,000 stock options, shares of restricted stock and restricted stock units were outstanding.
As of December 31, 2006, approximately 86,524,000 shares of our common stock were available for grant under the 2003 Plan.


The following table summarizes the stock option activity under our stock incentive plans for the year ended December 31, 2006 (shares
in thousands):
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Shares


Outstanding at beginning of period 87,024
Granted 5,254
Exercised (19,284)
Cancelled or expired (1,201)


Outstanding at end of period


Exercisable at end of period


Weighted
Average
Exercise


Price


4.61
5.69
1.38
4.58


Weighted
Average


Remaining
Contractual Intrinsic
Life (Years) Value


71,793 5.56 6.83 $ 23,411


42,449 6.00 6.09 21,527


The weighted average grant date fair value of options granted during the years ended December 31, 2006, 2005 and 2004 was $3.11,
$6.17 and $4.12, respectively. The total intrinsic value of stock options exercised during the years ended December 31, 2006, 2005 and 2004
was $51,847, $76,758 and $76,071, respectively.


As of December 31, 2005 and 2004, we had $2,073 and $7,363, respectively, of deferred compensation in eormeetion with stock options
granted to employees and members of our board of directors. Such deferred compensation was reversed to additional paid-in capital in
connection with the adoption of SFAS No. 123R. We also record expense for stock options granted to consultants based on fair value at the
date of grant as determined in accordance with SFAS No. 123. We recognized stock compensation expense associated with stock options of
$49,083, $13,814 and $27,957 for the years ended December 31, 2006, 2005 and 2004, respectively. Stock compensation expense associated
with stock options for the year ended December 31, 2005 included a charge of $479 for an employee that was deemed to benefit from the
modification of a stock-based award resulting in a new measurement date.


2006 (shares in thousands):
The following table summarizes the non-vested restricted stock unit activity under our stock incentive plans for the year ended December


Weighted
Average


Grant Date
Shares Fair Value


Outstanding at beginning of period 21,977 $ 2.36
Granted 1,503 5.57
Vested (19,294) 2. I 1
Cancelled or expired (100) 7.04


Outstanding at end of period 4,086 4.64


The weighted average grant date fair value of restricted stock units granted during the years ended December 31, 2005 and 2004 were
$6.11 and $3.14, respectively. The total intrinsic value of restricted stock units that vested during the year ended December 31, 2006, 2005 and
2004 was $97,846, $11,625 and $1,378, respectively.


In November 2004, we granted 3,000,000 shares of restricted common stock. Such shares were issued and outstanding as of
December 31, 2006. The restrictions applicable to these shares lapse in equal installments on November 18 of each of the five years beginning
on November 18, 2005.


As of December 31, 2005 and 2004, we had $24,621 and $43,600, respectively, of deferred compensation associated with restricted stock
and restricted stock units. Such deferred compensation was reversed to additional paid-in capital in connection with the adoption of SFAS No.
123R. We recognized stock compensation expense associated with restricted stock units and shares of restricted stock of $16,127, $34,398 and
$13,896 for the years ended December 31, 2006, 2005 and 2004, respectively.


For the year ended December 31, 2006, we also recognized stock compensation expense of $86,249 for restricted stock units expected to
for services performed in 2006 or upon the satisfaction of 2006 performance targets. For the year ended December 31, 2005, we also
stock compensation expense of $3,361 for restricted stock units granted in February 2006 for services performed in 2005. For the


year ended December 31, 2004, we also recognized stock compensation expense of $2,651 for restricted stock units granted in February 2005
for services performed in 2004.
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401(k) Savings Plan


We sponsor the Sirius Satellite Radio 40 l(k) Savings Plan (the "Plan") for eligible employees. The Plan allows eligible employees to
voluntarily contribute from 1% to 50% of their pre-tax salary subject to certain defined limits. Currently we match 50% of employee voluntary
contributions, up to 6% of an employee’s pro-tax salary, in the form of shares of our common stock. Our matching contribution vests at a rate
of 33 1/3% for each year of employment and is fully vested after three years of employment. Expense resulting from our matching contribution
to the Plan was $1,246, $926 and $718 for the years ended December 31, 2006, 2005 and 2004, respectively.


We may also elect to contribute to the profit sharing portion of the Plan based upon the total compensation of all participants eligible to
receive an allocation. These additional contributions, referred to as profit-sharing contributions, are determined by the compensation committee
of our board of directors. Employees are only eligible to share in profit-sharing contributions during any year in which they are employed on
the last day of the year. Profit sharing contribution expense was $4,251, $4,378 and $2,518 for the years ended December 31, 2006, 2005 and
2004, respectively.


12. Income Taxes


Our income tax expense consisted of the following:


For the Yenrs Ended December 31,


2006 2005 2004


Current taxes:
Federal
State


Total current taxes


taxes:
Federal
State


Total deferred taxes


Total income tax expense


$


$


-- $


-- $


2,169
(lO4)


2,065


2,065


$


$


1,952
359


2,311


2,311


$


$


3,662
539


4,201


4;201


The following table indicates the significant elements contributing to the difference between the federal tax provision (benefit) at the
statutory rate and at our effective rate:


2006


For the Year~ Ended December 31,


2005 2004


Federal tax benefit, at statutory rate
State income tax benefit, net of federal benefit
Change in state tax rates
Change in taxes resulting from permanent differences, net
Other
Change in valuation allowance


Income tax expense


(385,981) $ 001,240) $ (247,786)
(52,650) (55,414) (36,459)
45,916 (23,650) --
(37,633) (24,163) (15,627)


(974) -- (2,237)
433,387 406,778 306,310


2,065 $ 2,311 $ 4,201


The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities are
below:


As of December 31,


2006 200~







Deferred tax assets:
Net operating loss carryforwards
Stock-based* awards
Start-up costs capitalized for tax purposes
Capitalized interest expense
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Deferred revenue
Other


Total deferred tax asset
Deferred tax liabilities:


Depreciation of property and equipment-
Amortization of FCC license


Total deferred tax liability
Net deferred tax assets before valuation allowance
Valuation allowance


Net deferred tax liability


12,358
64,910


1,444,091


(216,896)
(10,814)


1,216,381
(1,227,195)


(10,814) $


51,860


1,017,251


(223,237)
(8,955)


(232,192)
785,059


(793,808)


(8,749)


The net deferred tax liability of $10,814 and $8,749 at December 31, 2006 and 2005, respectively, is a result of the difference in
accounting for our FCC license, which is amortized over 15 years for tax purposes but not amortized for book purposes. This net deferred tax
liability cannot be offset against our deferred tax assets under U.S. generally accepted accounting principles since it relates to an indefinite-
lived asset and is not anticipated to reverse in the same period.


A significant portion of our costs incurred to date have been capitalized for tax purposes as a result of our status as a start-up enterprise.
Total unamortized start-up costs as of December 31, 2006 and 2005 were $4,787 and $64,551, respectively. These capitalized costs are being
amortized over 60 months.


At December 31, 2006, we had net operating loss ("NOL") earryforwards of approximately $2,973,000 for federal and state income tax
purposes available to offset future taxable income. These NOL carryforwards expire on various dates beginning in 2023. We have had several
ownership changes under Section 382 of the Internal Revenue Code, which limit our ability to utilize tax deductions. Due to an ownership
"hange on March 4, 2003, we determined that $353,569 of gross deferred tax assets with respect to pre-March 5, 2003 tax loss carryovers will


.t be available. This amount was written offagainst the valuation allowance in 2003. Furthermore, future changes in our ownership may limit
ability to utilize our deferred tax asset. Realization of our deferred tax assets is dependent upon future earnings; accordingly, a full


valuation allowance was recorded against the assets.


13. Lease Obligations


We have entered into cancelable and non-cancelable operating leases for office space, equipment and terrestrial repeaters. These leases
provide for minimum lease payments, additional operating expense charges, have initial terms ranging from one to fifteen years, and certain
leases have options to renew. Total rent expense recognized in connection with leases for the years ended December 31, 2006, 2005 and 2004
was $15,984, $14,958 and $13,567, respectively.


Future minimum lease payments under non-cancelable leases as of December 31, 2006 were as follows:


Operating


2007 $ 9,079
2008 9,391
2009 9,345
2010 9,161
2011 8,424
Thereafter 26,502


Total minimum lease payments $ 71,902


14. Commitments and Contingencies


Commitments


The following table summarizes our expected contractual cash commitments (other than long-term debt obligations, cash interest
payments and lease obligations) as of December 31, 2006:
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Satellite and transmission
Programming and content
Customer service and billing
Marketing and distribution
Chip set development and production
Other


2007 2008 2009 2010 2011 Thereafter Total


27,765: $ 79,165 $ 39,869 $ 2,010 $ 1,720 $ 6,617 $ !57,146
122,365 123,549 146,211 147,647 38,660 27,667 606,099


3,492 45 . -..:- ~ --- -~- 3,537
80,289 31,534 22,743 26,153 18,173 5,500 184,392
7,022 -- -- m ~m m 7,022
7,098 11,575 9 -- -- -- 18,682


Total contractual cash commitments $    248,03t $245,868 $ 208,832 $ 175,810 $    58,553 $ 39,784 $    976,878


Satellite and Transmission. We have entered into agreements with third parties to operate and maintain our off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater network. We have also entered into an agreement with Space
Systems/Loral to design and construct a new satellite. Construction of this satellite is expected to be completed in the fourth quarter of 2008.
We plan to launch this satellite on a Proton rocket under our contract with International Launch Services.


Programming and Content. We have entered into agreements with licensors of programming and other content providers and, in certain
instances, are obligated to pay license fees and guarantee minimum advertising revenue share. In addition, we pay royalties for public
performances of music to various rights organizations.


Customer Service and Billing. We have entered into agreements with third parties to provide billing and subscriber management services.


Marketing and Distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand and
are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements. In addition, certain
programming and content agreements require us to purchase advertising on properties owned or controlled by the licensors. We also reimburse


¯ automakers for certain engineering and development costs associated with the incorporation of SIRIUS radios into vehicles they manufacture.


Chip Set Development and Production. We have entered into agreements with third parties to develop, produce and supply chip sets; to
products; and in certain instances to license intellectual property related to chip sets.


Other. We have entered into various agreements with third parties for general operating and strategic purposes. Amounts associated with
these agreements are included in the commitments table.


In addition to the contractual cash commitments described above, we have entered into agreements with automakers, radio manufacturers
and others that include per-radio, per-subscriber, per-show and other variable cost arrangements. These future costs are dependent upon many
factors including our subscriber growth and are difficult to anticipate; however, these costs may be substantial. We may enter into additional
programming, distribution, marketing and other agreements that contain similar provisions.


Under the terms of a joint development agreement with XM Radio, each party is obligated to fund one half of the development cost for a
unified standard for satellite radios. The costs related to the joint development agreement are being expensed as incurred to engineering, design
and development expense in the accompanying consolidated statements of operations. We are currently unable to determine the expenditures
necessary to complete this process, but we do not expect that these expenditures will be material.


We are required under the terms of certain agreements to provide letters of credk and deposit monies in escrow, which place restrictions
on our cash and cash equivalents. As of December 31, 2006 and 2005, $77,850 and $107,615, respectively, were classified as restricted
investments as a result of our reimbursement obligations under these letters of credit and escrow deposits.


As of December 31, 2006, we have not entered into any off-balance sheet arrangements or transactions.


Legal Proceedings


FCC Matters. In April 2006, we learned that two manufacturers of SIRIUS radios and XM Radio had received inquiries from the Federal
Communications Commission as to whether the FM transmitters in their products complied with the FCC’s emissions and frequency rules. We


began an internal review of the compliance of the FM transmitters in a number of our radios. In June 2006, we learned that a third
facturer of SIRIUS radios had received an inquiry from the Federal Communications Commission as to whether the FM
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Oo
" msmitters in its products complied with the FCC’s emissions and frequency rules. In June 2006, we received a letter from the FCC making


xmilar inquiries. In July 2006, we responded to the letter from the FCC in respect of the preliminary results of our review. In August 2006, we
received a follow-up letter of inquiry from the FCC and responded to the FCC’s further inquiry. We continue to cooperate with the FCC’s
inquiry.


During our internal review, we determined that certain of our radios with FM transmitters were not compliant with FCC rules. We have
taken a series of actions to correct the problem.


In connection with our internal review, we discovered that certain SIRIUS personnel requested manufacturers to produce SIRIUS radios
that were not consistent with the FCC’s rules. As a result of this review, we are taking significant steps to ensure that this situation does not
happen again, including the adoption of a comprehensive compliance plan, approved by our board of directors, to ensure that in the future our
products comply with all applicable FCC rules.


The FCC is continuing its review of our products. The FCC’s laboratory has tested a number of our products and found them to be
compliant with the FCC’s rules. We believe our radios that are currently in production comply with applicable FCC’s rules. No health or safety
issues are involved with these SIRIUS radios and radios which are factory-installed in new vehicles are not affected. We do not expect the
resolution of these issues to have an adverse impact on our previous guidance.


In October 2006, we ceased operating 11 of our terrestrial repeaters which we discovered had been operating at variance to the
specifications and applied to the FCC for new authority to resume operating these repeaters.


Copyright Royalty Board Proceeding . We are a party to a proceeding before the Copyright Royalty Board of the Library of Congress to
establish the royalty rate and terms for the sound recordings we use on our satellite radio service for the period for 2007 through 2012. In
October 2006, we and XM filed our direct case in this proceeding with the Copyright Royalty Board and proposed a royalty rate for our
satellite radio subscription revenue.


The Copyright Royalty Board must set a rate that is calculated to achieve four statutory objectives:


to maximize the availability of creative works to the public;


to afford the copyright owner a fair return for his creative work and the copyright user a fair income under existing economic
conditions;


to reflect the relative roles of the copyright owner and the copyright user in the product made available to the public with respect to
relative creative contribution, technological contribution, capital investment, cost, risk and contribution to the opening of new
markets for creative expression and media for their communication; and


to minimize any disruptive impact on the structure of the industries involved and on generally prevailing industry practices.


We believe that the fee we proposed achieves these objectives and is consistent in principle with the fee established under the same
standard for digital cable audio.


SoundExchange, the organization that collects and distributes royalties from various digital music services on behalf of artists and music
labels, simultaneously submitted its direct ease in this proceeding and proposed a substantially higher royalty rate than we proposed. This
submission of direct cases is the beginning of a twelve to eighteen month process which, absent an agreement among the parties, will result in a
determination by the Copyright Royalty Board of an applicable royalty rate.


U.S. Electronics Arbitration. U.S. Electronics Inc., a licensed manufacturer and distributor of SIRIUS radios, has commenced an
arbitration proceeding against us. U.S. Electronics alleges that we breached our contract, failed to pay monies owed under the contract,
interfered with U.S. Electronics’ relationships with retailers and manufacturers, and withheld information relating to the FCC’s inquiring into
SIRIUS radios that include FM modulators. U.S. Electronics is seeking $48,000 in damages. We believe that approximately $41,000 of these
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Co" mages are barred by the limitation of liability provisions contained in the contract between us and U.S. Electronics. We are vigorously


efending this action.


15. Quarterly Financial Data (Unaudited)


Our quarterly results of operations are summarized below:


For the Three Months Ended


March 31 June 30 September 30 December 31


2006:


2005:


Total revenue
Cost of services (1)
Loss from operations
Net loss-
Net loss per share (basic and diluted) (2)


Total revenue
Cost of services O)
Loss from operations
Net loss
Net loss per share (basic and diluted) (2)


$


$


126,664 S 150,078 $ 167,113 $193,380
(333,997) (112,56i) (108,223) (143,187)
(446,169) (230,472) (154,154) (236,929)
(458,544) (237,828)~ (162598) (245,597)


(0.33) $ (0.17) $ (0.12) $ (0.17)


43,216 $ 52,194$ 66,831 $ 80,004
(47,145) (37,732)- " (47;101) (74,925)


(190,259) (174,582) (166~919) (297,380)
(193,612) (177,546) (180,450) (311,389)


(0.15) $ (0.13) $ (0.14) $ (0.23)


Quarterly cost of services previously reported for the quarters ended 2005 reflect the reclassification of certain costs from cost of services to sales and marketing expenses and from
stock-based compensation to cost of services.


of The sum of the quarterly net loss per share applicable to common stockholders Coasic and diluted) does not necessarily agree to the net loss per share for the year due to the timingour common stock issuances.


16. Subsequent Events


In January 2007, Howard Stem and his agent were granted an aggregate of approximately 22,058,000 shares of our common stock as a
result of certain performance targets that were satisfied on December 31, 2006. The value of these shares recorded to stock-based compensation
expense during 2006 was $82,941.


We and XM Radio announced on February 19, 2007 a definitive agreement, under which we will be combined in a tax-free, all-stock
merger of equals. Under the terms of the agreement, XM Radio shareholders will receive 4.6 shares of our common stock for each share of XM
Radio they own, XM Radio and our shareholders will each own approximately 50% of the combined company. The transaction is subject to
approval by XM Radio and our shareholders, the satisfaction of customary closing conditions and regulatory review and approvals, including
antitrust agencies and the FCC. We and XM Radio expect the transaction to be completed by the end of 2007.
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Schedule II--Schedule of Valuation and Qualifying Accounts


Balance at
Beginning of


Year
Charged to


Expense


For the year ended December 31, 2004
Allowance for Doubtful Accounts
Deferred Tax Assets--Valuation Allowance


For the year ended December 31, 2005
Allowance for Doubtful Acenunts
Deferred Tax Assets--Valuation Allowance


For the year ended December 31, 2006
Allowance for Doubtful Accounts
Deferred Tax Assets--Valuation Allowance


380
80,720


532
387,030


1,550
793,808-


Wrtte-offs/
Other


Balance at
End of Year


1,648 $ (1,496) $    532
306,310 --    387,030


F-31


4,311 $ (3,293) $ 1,550
406,778 --    793,808


7,542 $ (5,909) $ 3,183
433,387 -- 1,227,195
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Agreement and Plan of Merger, dated as of February 19, 2007, by and among the Company, Vernon Merger Corporation and~
XM Satellite Radio Holdings Inc. (incorporated by reference to Exhibit 2.1 to the Company’s Current Report on From 8-K
dated February 21, 2007).


Amended and Restated Certificate of Incorporation dated March 4, 2003 (incorporated by reference to Exhibit 3.1 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2002).


Amended and Restated By-Laws (incorporated by reference to Exhibit 3.2 to the Company’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2001).


Form of certificate for shares of Common Stock (incorporated by reference to Exhibit 4.3 to the Company’s Registration
Statement on Form S-1 (File No. 33-74782)).


Warrant Agreement, dated as of May 15, 1999, between the Company and United States Trust Company of New York, as
warrant agent (incorporated by reference to Exhibit 4.4.4 to the Company’s Registration Statement on Form S-4 (File No.
333-82303)).


Indenture, dated as of September 29, 1999, between the Company and United States Trust Company of Texas, N.A., as
trustee, relating to the Company’s 8¾% Convertible Subordinated Notes due 2009 (incorporated by reference to Exhibit 4.2 to
the Company’s Current Report on Form 8-K filed on October 13, 1999).


First Supplemental Indenture, dated as of September 29, 1999, between the Company and United States Trust Company of
Texas, N.A., as trustee, relating to the Company’s 8¾% Convertible Subordinated Notes due 2009 (incorporated by reference
to Exhibit 4.01 to the Company’s Current Report on Form 8-K filed on October 1, 1999).


Second Supplemental Indenture, dated as of March 4, 2003, among the Company, The Bank of New York (as successor to
United States Trust Company of Texas, N.A.), as resigning trustee, and HSBC Bank USA, as successor trustee, relating to the
Company’s 8¾% Convertible Subordinated Notes due 2009 (incorporated by reference to Exhibit 4.16 to the Company’s
Annual Report on Form 10-K for the year ended December 31, 2002).


Third Supplemental Indenture, dated as of March 7, 2003, between the Company and HSBC Bank USA, as trustee, relating to
the Company’s 8¾% Convertible Subordinated Notes due 2009 (incorporated by reference to Exhibit 4.17 to the Company’s
Annual Report on Form 10-K for the year ended December 31, 2002).


Form of 83A% Convertible Subordinated Note due 2009 (incorporated by reference to Article VII of Exhibit 4.01 to the
Company’s Current Report on Form 8-K filed on October 1, 1999).


Indenture, dated as of May 23, 2003, between the Company and The Bank of New York, as trustee (incorporated by reference
to Exhibit 99.2 to the Company’s Current Report on Form 8-K dated May 30, 2003).


First Supplemental Indenture, dated as of May 23, 2003, between the Company and The Bank of New York, as trustee,
relating to the Company’s 3%% Convertible Notes due 2008 (incorporated by reference to Exhibit 99.3 to the Company’s
Current Report on Form 8-K dated May 30, 2003).


Second Supplemental Indenture, dated as of February 20, 2004, between the Company and The Bank of New York, as trustee,
relating to the Company’s 2%% Convertible Notes due 2009 (incorporated by reference to Exhibit 4.20 to the Company’s
Annual Report on Form 10-K for the year ended December 31, 2003).


Third Supplemental Indenture, dated as of October 13, 2004, between the Company and The Bank of New York, as trustee,
relating to the Company’s 3¼% Convertible Notes due 2011 (incorporated by reference to Exhibit 4.1 to the Company’s
Current Report on Form 8-K dated October 13, 2004).


Indenture, dated as of August 9, 2005, between the Company and The Bank of New York, as trustee relating to the
Company’s 9 5/8% Senior Notes due 2013 (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on
Form 8-K filed on August 12, 2005).


Common Stock Purchase Warrant granted by the Company to DaimlerChrysler AG dated October 4, 2005 (incorporated by
reference to Exhibit 4.13 to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005).
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Description


Common Stock Purchase Warrant granted by the Company to Ford Motor Company dated October 7, 2002 (incorporated by
reference to Exhibit 4.16 to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2002).
Form of Media-Based Incentive Warrant dated February 3, 2004 issued by the Company to NFL Enterprises LLC
(incorporated by reference to Exhibit 4.25 to the Company’s Annual Report on Form 10-K for the year ended December 31,
2003).


Bounty-Based Incentive Warrant dated February 3, 2004 issued by the Company to NFL Enterprises LLC (incorporated by
reference to Exhibit 4.26 to the Company’s Annual Report on Form 10-K for the year ended December 31, 2003).


Amended and Restated Warrant Agreement, dated as of December 27, 2000, between the Company and United States Trust
Company of New York, as warrant agent and escrow agent (incorporated by reference to Exhibit 4.27 to the Company’s
Registration Statement on Form S-3 (File No. 333-65602)).


Customer Credit Agreement, dated as of May 3 l, 2006, between the Company and Space Systems/Loral, Inc. (incorporated
by reference to Exhibit 4.18 to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2006).


Lease Agreement, dated as of March 31, 1998, between Rock-McGraw, Inc. and the Company (incorporated by reference to
Exhibit 10.1.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1998).


Supplemental Indenture, dated as of March 22, 2000, between Rock-McGraw, Inc. and the Company (incorporated by
reference to Exhibit 10.1.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2000).


Employment Agreement dated November 18, 2004 between the Company and Mel Karmazin (incorporated by reference to
Exhibit 10.2 to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004).


Employment Agreement, dated as of June 3, 2003, between the Company and David J. Frear (incorporated by reference to
Exhibit 10.7 to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2003).


First Amendment, dated as of August 10, 2005, to the Employment Agreement, dated as of June 3, 2003, between the
Company and David Frear (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K dated
August 12, 2005).


Employment Agreement, dated as of May 5, 2004, between the Company and Scott A. Greenstein (incorporated by reference
to Exhibit 10.4 to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2004).


First Amendment, dated as of August 8, 2005, to the Employment Agreement, dated as of May 5, 2004, between the
Company and Scott Greenstein (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K
dated August 12, 2005).


Amended and Restated Employment Agreement, dated as of March 11, 2005, between the Company and James E. Meyer
(incorporated by reference to Exhibit 10.5 to the Company’s Annual Report on Form 10-K for the year ended December 31,
2004).


First Amendment, dated February 2, 2006, to the Amended and Restated Employment Agreement, dated March 11, 2005,
between the Company and James E. Meyer (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on
Form 8-K dated February 1, 2006).


Restricted Stock Unit Agreement, dated as of August 9, 2005, between the Company and James E. Meyer (incorporated by
reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K dated August 12, 2005).


Employment Agreement, dated as of November 8, 2004, between the Company and Patrick L. Donnelly (incorporated by
reference to Exhibit 10.6 to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004).
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23.1


31.1


31.2


32.1


32.2


Description


CD Radio Inc. 401(k) Savings Plan (incorporated by reference to Exhibit 4.4 to the Company’s Registration Statement on
Form S-8 (File No. 333-65473)).                                                                        t~


Amended and Restated Sirius Satellite Radio 2003 Long-Term Stock Incentive Plan (filed herewith).


Form of Option Agreement, dated as of December 29, 1997, between the Company and each Optionee (incorporated by
reference to Exhibit 10.16.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1998).


Joint Development Agreement, dated as of February 16, 2000, between the Company and XM Satellite Radio Inc.
(incorporated by reference to Exhibit 10.28 to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2000).


List of subsidiaries (filed herewith).


Consent of Ernst & Young LLP (filed herewith).


Certificate ofMel Karmazin, Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed
herewith).


Certificate of David J. Frear, Executive Vice President and Chief Financial Officer, pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 (filed herewith).


Certificate ofMel Karmazin, Chief Executive Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002 (filed herewith).


Certificate of David J. Frear, Executive Vice President and Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith).


This document has been identified as a management contract or compensatory plan or arrangement.


Portions of this exhibit have been omitted pursuant to Applications for Confidential treatment filed by the Company with the Securities
and Exchange Commission.
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Exhibit 10.12


AMENDED AND RESTATED SIRIUS SATELLITE RADIO
2003 LONG-TERM STOCK INCENTIVE PLAN


Section 1. ~___.~_. The purposes of this Amended and Restated Situs Satellite Radio 2003 Long-Term Stock Incentive Plan are to
~ interests of Sirius Satellite Radio Inc. and its stockholders by (i) attracting and retaining employees and directors of, and


consultants to, the Company and its Affiliates, as defined below; (ii) motivating such individuals by means of performance-related incentives to
achieve longer-range performance goals; and (iii) enabling such individuals to participate in the long-term growth and financial success of the
Company.


Section 2. Definitions. As used in the Plan, the following terms shall have the meanings set forth below:


"Affiliate" shall mean any entity (i) that, directly or indirectly, is controlled by, controls or is under common control with, the Company or
(ii) in which the Company has a significant equity interest, in either case as determined by the Committee,


"Award" shall mean any Option, Stock Appreciation Right, Restricted Stock Award, Restricted Stock Unit Award, Performance Award,
Other Stock-Based Award or Performance Compensation Award made or granted from time to time hereunder.


"Award Agreement" shall mean any written agreement, contract, or other instrument or document evidencing any Award, which may, but
need not, be executed or acknowledged by a Participant.


"Board" shall mean the Board of Directors of the Company.


"Change of Control" shall mean the occurrence of any of the following: (i) the sale, lease, transfer, conveyance or other disposition, in one
or a series of related transactions, of all or substantially all of the assets of the Company to any "person" or "group" (as such terms are used in
Sections 13(d)(3) and 14(d)(2) of the Exchange Act), (ii) any person or group is or becomes the "beneficial owner" (as defined in Rules 13d-3
and 13d-5 under the Exchange Act, except that a person shall be deemed to have "beneficial ownership" of all shares that any such person has
the right to acquire, whether such right is exercisable immediately or only atter the passage of time), directly or indirectly, of more than 50% of
the total voting power of the voting stock of the Company, including by way of merger, consolidation or otherwise or (iii) during any period of
two consecutive years, individuals who at the beginning of such period constituted the Board (together with any new directors whose election


~e" such Board or whose nomination for election by the stockholders of the Company was approved by a vote of a majority of the directors of


Company, then still in office, who were either directors at the beginning of such period or whose election or nomination for election was
eviously so approved) cease for any reason to constitute a majority of the Board, then in office.


"Code" shall mean the Internal Revenue Code of 1986, as amended from time to time.


"Committee" shall mean a committee of the Board designated by the Board to administer the Plan and composed of not less than two
directors, each of whom is required to be a "Non-Employee Director" (within the meaning of Rule 16b-3) and an "outside director" (within the
meaning of Section 162(m) of the Code) to the extent Rule 16b-3 and Section 162(m) of the Code, respectively, are applicable to the Company
and the Plan. If at any time such a committee has not been so designated, the Board shall constitute the Committee.


"Company" shall mean Sirius Satellite Radio Inc., together with any successor thereto.


"Exchange Act" shall mean the Securities Exchange Act of 1934, as amended.


"Fair Market Value" shall mean (i) with respect to any property other than Shares, the fair market value of such property determined by
such methods or procedures as shall be established from time to time by the Committee and (ii) with respect to the Shares, as of any date, (1)
the mean between the high







and low sales prices of the Shares on the Nasdaq Stock Market for such date (or if not then trading on the Nasdaq Stock Market, the mean
between the high and low sales price of the Shares on the stock exchange or over-the-counter market on which the Shares are principally
trading on such date), or, if there were no sales on such date, on the closest preceding date on which there were sales of Shares or (2) in the


..event there shall be no public market for the Shares on such date, the fair market value of the Shares as determined in good faith by the
~mmittee.


"Incentive Stock Option" shall mean a right to purchase Shares from the Company that is granted under Section 6 of the Plan and that is
intended to meet the requirements of Section 422 of the Code or any successor provision thereto.


"Negative Discretion" shall mean the discretion authorized by the Plan to be applied by the Committee to eliminate or reduce the size of a
Performance Compensation Award; provided that the exercise of such discretion would not cause the Performance Compensation Award to fail
to qualify as "performance-based compensation" under Section 162(m) of the Code. By way of example and not by way of limitation, in no
event shall any discretionary authority granted to the Committee by the Plan including, but not limited to, Negative Discretion, be used to (a)
grant or provide payment in respect of Performance Compensation Awards for a Performance Period if the Performance Goals for such
Performance Period have not been attained or (b) increase a Performance Compensation Award above the maximum amount payable under
Section 4(a) or 1 l(d)(vi) of the Plan. Notwithstanding anything herein to the contrary, in no event shall Negative Discretion be exercised by the
Committee with respect to any Option or Stock Appreciation Right (other than an Option or Stock Appreciation Right that is intended to be a
Performance Compensation Award under Section 11 of the Plan).


"Non-Qualified Stock Option" shall mean a right to purchase Shares from the Company that is granted under Section 6 of the Plan and that
is not intended to be an Incentive Stock Option.


"Option" shall mean an Incentive Stock Option or a Non-Qualified Stock Option.


"Other Stock-Based Award" shall mean any right granted under Section 10 of the Plan.


"Participant" shall mean any employee of, or consultant to, the Company or its Affiliates, or non-employee director who is a member of the
Board or the board of directors of an Affiliate, eligible for an Award under Section 5 and selected by the Committee to receive an Award under
the Plan.


"Performance Award" shall mean any right granted under Section 9 of the Plan.


. "Performance Compensation Award" shall mean any Award designated by the Committee as a Performance Compensation Award
to Section 11 of the Plan.


"Performance Criteria" shall mean the criterion or criteria that the Committee shall select for purposes of establishing the Performance Goal
(s) for a Performance Period with respect to any Performance Compensation Award under the Plan. The Performance Criteria that will be used
to establish the Performance Goal(s) shall be based on the attainment of specific levels of performance of the Company (or an Affiliate,
division or operational unit of the Company) and shall be limited to the following: return on net assets, return on shareholders’ equity, return on
assets, return on capital, shareholder returns, profit margin, earnings per Share, net earnings, operating earnings, earnings before interest, taxes,
depreciation and amortization, number of subscribers, growth of subscribers, operating expenses, capital expenses, subscriber acquisition costs,
Share price or sales or market share. To the extent required under Section 162(m) of the Code, the Committee shall, within the first 90 days era
Performance Period (or, if longer, within the maximum period allowed under Section 162(m) of the Code), define in an objective fashion the
manner of calculating the Performance Criteria it selects to use for such Performance Period.


"Performance Formula" shall mean, for a Performance Period, the one or more objective formulas applied against the relevant Performance
Goal to determine, with regard to the Performance Compensation Award of a particular Participant, whether all, some portion but less than all,
or none of the Performance Compensation Award has been earned for the Performance Period.







"Performance Goals" shall mean, for a Performance Period, the one or more goals established by the Committee for the Performance Period
based upon the Performance Criteria. The Committee is authorized at any time during the first 90 days of a Performance Period, or at any time
thereafter (but only to the extent the exercise of such authority aRer the first 90 days of a Performance Period would not cause the Performance


-Compensation Awards granted to any Participant for the Performance Period to fail to qualify as ’performance-based compensation’ under
ction 162(m) of the Code), in its sole and absolute discretion, to adjust or modify the calculation of a Performance Goal for such


. erformance Period to the extent permitted under Section 162(m) of the Code in order to prevent the dilution or enlargement of the rights of
Participants, (a) in the event of, or in anticipation of, any unusual or extraordinary corporate item, transaction, event or development affecting
the Company; or (b) in recognition of, or in anticipation of, any other unusual or nonrecurring events affecting the Company, or the financial
statements of the Company, or in response to, or in anticipation of, changes in applicable laws, regulations, accounting principles, or business
conditions.


"Performance Period" shall mean the one or more periods of time of at least one year in duration, as the Committee may select, over which
the attainment of one or more Performance Goals will be measured for the purpose of determining a Participant’s right to and the payment of a
Performance Compensation Award.


"Person" shall mean any individual, corporation, partnership, association, limited liability company, joint-stock company, trust,
unincorporated organization, government or political subdivision thereof or other entity.


"Plan" shall mean this Amended and Restated Sirius Satellite Radio 2003 Long-Term Stock Incentive Plan.


"Restricted Stock" shall mean any Share granted under Section 8 of the Plan.


"Restricted Stock Unit" shall mean any unit granted under Section 8 of the Plan.


"Rule 16b-3" shall mean Rule 16b-3 as promulgated and interpreted by the SEC under the Exchange Act, or any successor rule or
regulation thereto as in effect from time to time.


"SEC" shall mean the Securities and Exchange Commission or any successor thereto and shall include the Staff thereof.


"Shares" shall mean the common stock of the Company, $.001 par value, or such other securities of the Company (i) into which such
~ommon stock shall be changed by reason of a reeapitalization, merger, consolidation, split-up, combination, exchange of shares or other


~ailar transaction or (ii) as may be determined by the Committee pursuant to Section 4(b) of the Plan.


"Stock Appreciation Right" shall mean any right granted under Section 7 of the Plan.


"Substitute Awards" shall have the meaning specified in Section 4(e) of the Plan.


Section 3. Administration. (a) The Plan shall be administered by the Committee. Subject to the terms of the Plan and applicable law, and in
addition to other express powers and authorizations conferred on the Committee by the Plan, the Committee shall have full power and authority
to: (i) designate Participants; (ii) determine the type or types of Awards to be granted to a Participant and designate those Awards which shall
constitute Performance Compensation Awards; (iii) determine the number of Shares to be covered by, or with respect to which payments,
rights, or other matters are to be calculated in connection with, Awards; (iv) determine the terms and conditions of any Award; (v) determine
whether, to what extent, and under what circumstances Awards may be settled or exercised in cash, Shares, other securities, other Awards or
other property, or canceled, forfeited, or suspended and the method or methods by which Awards may be settled, exercised, canceled, forfeited,
or suspended; (vi) determine whether, to what extent, and under what circumstances cash, Shares, other securities, other Awards, other
property, and other amounts payable with respect to an Award (subject to Section 162(m) of the Code with respect to Performance
Compensation Awards) shall be deferred either automatically or at the election of the holder thereof or of the Committee; (vii) interpret,
administer or reconcile any inconsistency, correct any defect, resolve ambiguities and/or supply any omission in the Plan and any instrument or
agreement relating to, or Award made under, the Plan;







(viii) establish, amend, suspend, or waive such rules and regulations and appoint such agents as it shall deem appropriate for the proper
administration of the Plan; (ix) establish and administer Performance Goals and certify whether, and to what extent, they have been attained;
and (x) make any other determination and take any other action that the Committee deems necessary or desirable for the administration of the


~plan.


(b) Unless otherwise expressly provided in the Plan, all designations, determinations, interpretations, and other decisions under or with
respect to the Plan or any Award shall be within the sole discretion of the Committee, may be made at any time and shall be final, conclusive,
and binding upon all Persons, including the Company, any Affiliate, any Participant, any holder or beneficiary of any Award, and any
stockholder.


(c) The mere fact that a Committee member shall fail to qualify as a "Non-Employee Director" or "outside director" within the meaning of
Rule 16b-3 and Section 162(m) of the Code, respectively, shall not invalidate any Award made by the Committee which Award is otherwise
validly made under the Plan.


(d) No member of the Committee shall be liable to any Person for any action or determination made in good faith with respect to the Plan
or any Award hereunder.


(e) With respect to any Performance Compensation Award granted to a Covered Employee (within the meaning of Section 162(m) of the
Code) under the Plan, the Plan shall be interpreted and construed in accordance with Section 162(m) of the Code.


(f) Notwithstanding the foregoing, the Committee may delegate to one or more officers of the Company the authority to grant awards to
Participants who are not officers or directors of the Company subject to Section 16 of the Exchange Act or Covered Employees (within the
meaning of Section 162(m) of the Code).


Section 4. Shares Available fo.r A.watds.


(a) Shares Available. Subject to adjustment as provided in Section 4(b), the aggregate number of Shares with respect to which Awards may
be granted from time to time under the Plan shall in the aggregate not exceed, at any time, 240,000,000; provided, however, that the aggregate
number of Shares with respect to which Incentive Stock Options may be granted under the Plan shall be 40,000,000. The maximum number of
Shares with respect to which Options and Stock Appreciation Rights may be granted to any Participant in any fiscal year shall be 40,000,000
and the maximum number of Shares which may be paid to a Participant in the Plan in connection with the settlement of any Award(s)


.̄signated as "Performance Compensation Awards" in respect of a single Performance Period shall be 40,000,000 or, in the event such
._. erformance Compensation Award is paid in cash, the equivalent cash value thereof. If, aider the effective date of the Plan, any Shares


by an Award granted under the Plan, or to which such an Award relates, are forfeited, or if an Award has expired, terminated or been canceled
for any reason whatsoever (other than by reason of exercise or vesting), then the Shares covered by such Award shall again be, or shall become,
Shares with respect to which Awards may be granted hereunder.


(b) Adjustments. Notwithstanding any provisions of the Plan to the contrary, in the event that the Committee determines in its sole
discretion that any dividend or other distribution (whether in the form of cash, Shares, other securities, or other property), recapitalization,
stock split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, or exchange of Shares or
other securities of the Company, issuance of warrants or other rights to purchase Shares or other securities of the Company, or other corporate
transaction or event affects the Shares such that an adjustment is appropriate in order to prevent dilution or enlargement of the benefits or
potential benefits intended to be made available under the Plan, then the Committee shall, equitably adjust any or all of(i) the number of Shares
or other securities of the Company (or number and kind of other securities or property) with respect to which Awards may be granted, (ii) the
number of Shares or other securities of the Company (or number and kind of other securities or property) subject to outstanding Awards, and
(iii) the grant or exercise pdee with respect to any Award or, if deemed appropriate, make provision for a cash payment to the holder of an
outstanding Award in consideration for the cancellation of such Award, which, in the case of Options and Stock Appreciation Rights shall
equal the excess, if any, of the Fair Market Value of the Shares subject to such Options or Stock Appreciation Rights over the aggregate
exercise price or grant price of such Options or Stock Appreciation Rights.
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(c) Substitute Awards. Awards may, in the discretion of the Committee, be made under the Plan in assumption of, or in substitution for,
outstanding awards previously granted by the Company or its Affiliates or a company acquired by the Company or with which the Company
combines ("Substitute Awards"). The number of Shares underlying any Substitute Awards shall be counted against the aggregate number of
Shares available for Awards under the Plan.


(d) Sources of Shares Deliverable Under Awards. Any Shares delivered pursuant to an Award may consist, in whole or in part, of
authorized and unissued Shares or of treasury Shares.


Section 5. Eligibili _ty. Any employee of, or consultant to, the Company or any of its Affiliates (including any prospective employee), or
non-employee director who is a member of the Board or the board of directors of an Affiliate, shall be eligible to be selected as a Participant.


Section 6. Stock Options.


(a) Grant. Subject to the terms of the Plan, the Committee shall have sole and complete authority to determine the Participants to whom
Options shall be granted, the number of Shares to be covered by each Option, the exercise pdee therefor and the conditions and limitations
applicable to the exercise of the Option. The Committee shall have the authority to grant Incentive Stock Options, or to grant Nun-Qualified
Stock Options, or to grant both types of Options. In the ease of Incentive Stock Options, the terms and conditions of such grants shall be
subject to and comply with such roles as may be prescribed by Section 422 of the Code, as from time to time amended, and any regulations
implementing such statute. All Options when granted under the Plan are intended to be Non-Qualified Stock Options, unless the applicable
Award Agreement expressly states that the Option is intended to be an Incentive Stock Option. If an Option is intended to be an Incentive
Stock Option, and if for any reason such Option (or any portion thereof) shall not qualify as an Incentive Stock Option, then, to the extent of
such nonqualifieation, such Option (or portion thereof) shall be regarded as a Non-Qualified Stock Option appropriately granted under the
Plan; provided that such Option (or portion thereof) otherwise complies with the Plan’s requirements relating to Non-Qualified Stock Options.


(b) Exercise Price. The Committee shall establish the exercise price at the time each Option is granted, which exercise price shall be set
forth in the applicable Award Agreement.


(e) Exercise. Each Option shall be exercisable at such times and subject to such terms and conditions as the Committee may, in its sole
discretion, specify in the applicable Award Agreement. The Committee may impose such conditions with respect to the exercise of Options,
including without limitation, any relating to the application of federal or state securities laws, as it may deem necessary or advisable. Options
with an exercise price equal to or greater than the Fair Market Value per Share as of the date of grant are intended to qualify as "performanee-


Ossed compensation" under Section 162(m) of the Code. In the sole discretion of the Committee, Options may be granted with an exercise
ice that is less than the Fair Market Value per Share and such Options may, but need not, be intended to qualify as performance-based
mpensation in accordance with Section 11 hereof.


(d) Payment. (i) No Shares shall be delivered pursuant to any exercise of an Option until payment in full of the aggregate exercise price
therefor is received by the Company. Such payment may be made in cash, or its equivalent, or (x) by exchanging Shares owned by the optionee
(which are not the subject of any pledge or other security interest and which have been owned by such optionee for at least six months) or (y)
subject to such rules as may be established by the Committee, through delivery of irrevocable instructions to a broker to sell the Shares
otherwise deliverable upon the exercise of the Option and to deliver promptly to the Company an amount equal to the aggregate exercise price
or by a combination of the foregoing, provided that the combined value of all cash and cash equivalents and the Fair Market Value of any such
Shares so tendered to the Company as of the date of such tender is at least equal to such aggregate exercise price.


(ii) Wherever in this Plan or any Award Agreement a Participant is permitted to pay the exercise price of an Option or taxes relating to the
exercise of an Option by delivering Shares, the Participant may, subject to procedures satisfactory to the Committee, satisfy such delivery
requirement by presenting proof of beneficial ownership of such Shares, in which case the Company shall treat the Option as exercised without
further payment and shall withhold such number of Shares from the Shares acquired by the exercise of the Option.







Section 7. Stock Appreciation Rights.


(a) Grant. Subject to the provisions of the Plan, the Committee shall have sole and complete authority to determine the Participants to ~
~,~-whom Stock Appreciation Rights shall be granted, the number of Shares to be covered by each Stock Appreciation Right Award, the grant


ice thereof and the conditions and limitations applicable to the exercise thereof. Stock Appreciation Rights with a grant price equal to or
~reater than the Fair Market Value per Share as of the date of grant are intended to qualify as "performance-based compensation" under Section
162(m) of the Code. In the sole discretion of the Committee, Stock Appreciation Rights may be granted with an exercise price that is less than
the Fair Market Value per Share and such Stock Appreciation Rights may, but need not, be intended to qualify as performance-based
compensation in accordance with Section 11 hereof. Stock Appreciation Rights may be granted in tandem with another Award, in addition to
another Award, or freestanding and unrelated to another Award. Stock Appreciation Rights granted in tandem with or in addition to an Award
may be granted either before, at the same time as the Award or at a later time.


(b) Exercise and Payment . A Stock Appreciation Right shall entitle the Participant to receive an amount equal to the excess of the Fair
Market Value of a Share on the date of exercise of the Stock Appreciation Right over the grant price thereof. The Committee shall determine in
its sole discretion whether a Stock Appreciation Right shall be settled in cash, Shares or a combination of cash and Shares.


(e) Other Terms and Conditions. Subject to the terms of the Plan and any applicable Award Agreement, the Committee shall determine, at
the grant of a Stock Appreciation Right, the term, methods of exercise, methods and form of settlement, and any other terms and conditions of
any Stock Appreciation Right. The Committee may impose such conditions or restrictions on the exercise of any Stock Appreciation Right as it
shall deem appropriate.


Section 8. Restricted Stock and Restricted Stock Units.


(a) Grant. Subject to the provisions of the Plan, the Committee shall have sole and complete authority to determine the Participants to
whom Shares of Restricted Stock and Restricted Stock Units shall be granted, the number of Shares of Restricted Stock and/or the number of
Restricted Stock Units to be granted to each Participant, the duration of the period during which, and the conditions, if any, under which, the
Restricted Stock and Restricted Stock Units may be forfeited to the Company, and the other terms and conditions of such Awards.


(b) Transfer Restrictions. Shares of Restricted Stock and Restricted Stock Units may not be sold, assigned, transferred, pledged or
otherwise encumbered, except, in the ease of Restricted Stock, as provided in the Plan or the applicable Award Agreements. Certificates issued
in respect of Shares of Restricted Stock shall be registered in the name of the Participant and deposited by such Participant, together with a
¯ ock power endorsed in blank, with the Company. Upon the lapse of the restrictions applicable to such Shares of Restricted Stock, the
~mpany shall deliver such certificates to the Participant or the Participant’s legal representative.


(e) Payment. Each Restricted Stock Unit shall have a value equal to the Fair Market Value of a Share. Restricted Stock Units shall be paid
in cash, Shares, other securities or other property, as determined in the sole discretion of the Committee, upon the lapse of the restrictions
applicable thereto, or otherwise in accordance with the applicable Award Agreement. Dividends paid on any Shares of Restricted Stock may be
paid directly to the Participant, withheld by the Company subject to vesting of the Restricted Shares pursuant to the terms of the applicable
Award Agreement, or may be reinvested in additional Shares of Restricted Stock or in additional Restricted Stock Units, as determined by the
Committee in its sole discretion.


Section 9. Performance Awards.


(a) Grant. The Committee shall have sole and complete authority to determine the Participants who shall receive a "Performance Award",
which shall consist of a right which is (i) denominated in cash or Shares, (ii) valued, as determined by the Committee, in accordance with the
achievement of such performance goals during such performance periods as the Committee shall establish, and (iii) payable at such time and in
such form as the Committee shall determine.







~o) Terms and Conditions. Subject to the terms of the Plan and any applicable Award Agreement, the Committee shall determine the
Performance Goals to be achieved during any Performance Period, the length of any Performance Period, the amount of any Performance
Award and the amount and kind of any payment or transfer to be made pursuant to any Performance Award.


~ (~)Payment~fPerf~rmanceAwards.Perf~rmanceAwardsmaybepaidina~umpsum~rininsta~~mentsf~~~~wingthec~~se~fthe
rerformance Period or, in accordance with procedures established by the Committee, on a deferred basis.


SECTION 10. Other Stock-Based Awards.


(a) General. The Committee shall have authority to grant to Participants an "Other Stock-Based Award", which shall consist of any right
which is (i) not an Award described in Sections 6 through 9 above and (ii) an Award of Shares or an Award denominated or payable in, valued
in whole or in part by reference to, or otherwise based on or related to, Shares (including, without limitation, securities convertible into Shares),
as deemed by the Committee to be consistent with the purposes of the Plan; provided that any such rights must comply, to tb.e extent deemed
desirable by the Committee, with Rule 16b-3 and applicable law. Subject to the terms of the Plan and any applicable Award Agreement, the
Committee shall determine the terms and conditions of any such Other Stock-Based Award, including the price, if any, at which securities may
be purchased pursuant to any Other Stock-Based Award granted under this Plan.


(b) Dividend Equivalents. In the sole and complete discretion of the Committee, an Award, whether made as an Other Stock-Based Award
under this Section 10 or as an Award granted pursuant to Sections 6 through 9 hereof, may provide the Participant with dividends or dividend
equivalents, payable in cash, Shares, other securities or other property on a current or deferred basis.


Section 11. Performance Compensation Awards.


(a) General. The Committee shall have the authority, at the time of grant of any Award described in Sections 6 through 10 (other than
Options and Stock Appreciation Rights granted with an exercise price or grant price, as the case may be, equal to or greater than the Fair
Market Value per Share on the date of gran0, to designate such Award as a Performance Compensation Award in order to qualify such Award
as "performance-based compensation" under Section 162(m) of the Code.


(b) Eligibility. The Committee will, in its sole discretion, designate within the first 90 days of a Performance Period (or, if longer, within
the maximum period allowed under Section 162(m) of the Code) which Participants will be eligible to receive Performance Compensation
Awards in respect of such Performance Period. Designation of a Participant eligible to receive an Award hereunder for a Performance Period


~ all not in any manner entitle the Participant to receive payment in respect of any Performance Compensation Award for such Performance
~eriod. The determination as to whether or not such Participant becomes entitled to payment in respect of any Performance Compensation
¯ !~Kward shall be decided solely in accordance with the provisions of this Section 11. Moreover, designation of a Participant eligible to receive an


Award hereunder for a particular Performance Period shall not require designation of such Participant eligible to receive an Award hereunder in
any subsequent Performance Period and designation of one person as a Participant eligible to receive an Award hereunder shall not require
designation of any other person as a Participant eligible to receive an Award hereunder in such period or in any other period.


(c) Discretion of Committee with Respect to Performance Compensation Awards. With regard to a particular Performance Period, the
Committee shall have full discretion to select the length of such Performance Period, the type(s) of Performance Compensation Awards to be
issued, the Performance Criteria that will be used to establish the Performance Goal(s), the kind(s) and/or level(s) of the Performance Goals(s)
is/are to apply to the Company and the Performance Formula. Within the first 90 days of a Performance Period (or, if longer, within the
maximum period allowed under Section 162(m) of the Code), the Committee shall, with regard to the Performance Compensation Awards to
be issued for such Performance Period, exercise its discretion with respect to each of the matters enumerated in the immediately preceding
sentence of this Section 11 (e) and record the same in writing.







(d) Payment of Performance Compensation Awards. (i) Condition to Receipt of Payment. Unless otherwise provided in the applicable
Award Agreement, a Participant must be employed by the Company on the last day era Performance Period to be eligible for payment in
respect of a Performance Compensation Award for such Performance Period.


(ii) Limitation. A Participant shall be eligible to receive payment in respect of a Performance Compensation Award only to the extent that:
) the Performance Goals for such period are achieved; and (2) the Performance Formula as applied against such Performance Goals


determines that all or some portion of such Participant’s Performance Award has been earned for the Pefformanee Period.


(iii) Certification. Following the completion of a Performance Period, the Committee shall meet to review and certify in writing whether,
and to what extent, the Performance Goals for the Performance Period have been achieved and, if so, to calculate and certify in writing that
amount of the Performance Compensation Awards earned for the period based upon the Performance Formula. The Committee shall then
determine the actual size of each Participant’s Performance Compensation Award for the Performance Period and, in so doing, may apply
Negative Discretion, if and when it deems appropriate.


(iv) Negative Discretion. In determining the actual size of an individual Performance Award for a Performance Period, the Committee may
reduce or eliminate the amount of the Performance Compensation Award earned under the Performance Formula in the Performance Period
through the use of Negative Discretion if, in its sole judgement, such reduction or elimination is appropriate.


(v) Timing of Award Payments. The Awards granted for a Performance Period shall be paid to Participants as soon as administratively
possible following completion of the certifications required by this Section 11.


(vi) Maximum Award Payable. Notwithstanding any provision contained in the Plan to the contrary, the maximum Performance
Compensation Award payable to any one Participant under the Plan for a Performance Period is 40,000,000 Shares or, in the event the
Performance Compensation Award is paid in cash, the equivalent cash value thereof on the last day of the Performance Period to which such
Award relates. Furthermore, any Performance Compensation Award that has been deferred shall not (between the date as of which the Award
is deferred and the payment date) increase (i) with respect to Performance Compensation Award that is payable in cash, by a measuring factor
for each fiscal year greater than a reasonable rate of interest set by the Committee or (ii) with respect to a Performance Compensation Award
that is payable in Shares, by an amount greater than the appreciation of a Share from the date such Award is deferred to the payment date.


Section 12. Amendment and Termination.


(a) Amendments to the Plan. The Board may amend, alter, suspend, discontinue, or terminate the Plan or any portion thereof at any time;
_.ovided that no such amendment, alteration, suspension, discontinuation or termination shall be made without stockholder approval if such
approval is necessary to comply with any tax or regulatory requirement applicable to the Plan; and provided, further, that any such amendment,
alteration, suspension, discontinuance or termination that would impair the rights of any Participant or any holder or beneficiary of any Award
previously granted shall not be effective without the consent of the affected Participant, holder or beneficiary.


(b) Amendments to Awards. The Committee may waive any conditions or rights under, amend any terms of, or alter, suspend, discontinue,
cancel or terminate, any Award theretofore granted; provided that any such waiver, amendment, alteration, suspension, discontinuance,
cancellation oi termination that would impair the rights of any Participant or any holder or beneficiary of any Award previously granted shall
not be effective without the consent of the affected Participant, holder or beneficiary.


(c) Adjustment of Awards Upon the Occurrence of Certain Unusual or Nonrecurring Events. The Committee is hereby authorized to make
equitable adjustments in the terms and conditions of, and the edteda included in, all outstanding Awards in reeognitiun of unusual or
nonrecurring events (including, without limitation,







the events described in Section 4(b) hereof) affecting the Company, any Affiliate, or the financial statements of the Company or any Affiliate,
or of changes in applicable laws, regulations, or accounting principles, whenever the Committee determines that such adjustments are
appropriate in order to prevent dilution or enlargement of the benefits or potential benefits intended to be made available under the Plan;


that no such adjustment shall be authorized to the extent that such authority or adjustment would cause an Award designated by the
)mmittee as a Performance Compensation Award under Section 11 of the Plan to fail to qualify as "performance-based compensation" under


:~cction 162(m) of the Code.


Section 13. Change of Control. In the event of a Change of Control, any outstanding Awards then held by Participants which are
unexercisable or otherwise unvested shall automatically be deemed exercisable or otherwise vested, as the case may be, effective as of
immediately prior to such Change of Control, unless the terms of the Award Agreement expressly provides to the contrary.


Section 14. Ggneral Provisions ..


(a) Nontransferability.


(i) Each Award, and each right under any Award, shall be exercisable only by the Participant during the Participant’s lifetime, or, if
permissible under applicable law, by the Participant’s legal guardian or representative.


(ii) No Award may be sold, assigned, alienated, pledged, attached or otherwise transferred or encumbered by a Participant otherwise than
by will or by the laws of descent and distribution, and any such purported sale, assignment, alienation, pledge, attachment, transfer or
encumbrance shall be void and unenforceable against the Company or any Affiliate; provided that the designation of a beneficiary shall not
constitute a sale, assignment, alienation, pledge, attachment, transfer or encumbrance.


(iii) Notwithstanding the foregoing, the Committee may in the applicable Award Agreement evidencing an Option granted under the Plan
or at any time thereafter in an amendment to an Award Agreement provide that Options granted hereunder which are not intended to qualify as
Incentive Options may be transferred by the Participant to whom such Option was granted (the "Grantee") without consideration, subject to
such rules as the Committee may adopt to preserve the purposes of the Plan, to: (1) the Grantee’s spouse, children or grandchildren (including
adopted and stepchildren and grandchildren) (collectively, the ’Immediate Family’); (2) a trust solely for the benefit of the Grantee and his or
her Immediate Family; or (3) a partnership, corporation or limited liability company whose only partners, members or shareholders are the
Grantee and his or her Immediate Family; (each transferee described in clauses (1), (2) and (3) above is hereinafter referred to as a "Permitted
Transferee"); provided that the Grantee gives the Committee advance written notice describing the terms and conditions of the proposed
"ansfer and the Committee notifies the Grantee in writing that such a transfer would comply with the requirements of the Plan and any
,plicable Award Agreement evidencing the Option.


The terms of any Option transferred in accordance with the immediately preceding sentence shall apply to the Permitted Transferee and any
reference in the Plan or in an Award Agreement to an optionee, Grantee or Participant shall be deemed to refer to the Permitted Transferee,
except that (a) Permitted Transferees shall not be entitled to transfer any Options, other than by will or the laws of descent and distribution; (b)
Permitted Transferees shall not be entitled to exercise any transferred Options unless there shall be in effect a registration statement on an
appropriate form covering the Shares to be acquired pursuant to the exercise of such Option if the Committee determines that such a
registration statement is necessary or appropriate, (e) the Committee or the Company shall not be required to provide any notice to a Permitted
Transferee, whether or not such notice is or would otherwise have been required to be given to the Grantee under the Plan or otherwise and (d)
the consequences of termination of the Grantee’s employment by, or services to, the Company under the terms of the Plan and the applicable
Award Agreement shall continue to be applied with respect to the Grantee, following which the Options shall be exercisable by the Permitted
Transferee only to the extent, and for the periods, specified in the Plan and the applicable Award Agreement.


0~) No Rights to Awards. No Participant or other Person shall have any claim to be granted any Award, and there is no obligation for
uniformity of treatment of Participants, or holders or beneficiaries of Awards. The







terms and conditions of Awards and the Committee’s determinations and interpretations with respect thereto need not be the same with respect
to each Participant (whether or not such Participants are similarly situated).


~.
-. (c) Share Certificates. All certificates for Shares or other securities of the Company or any Affiliate delivered under the Plan pursuant to


y Award or the exercise thereof shall be subject to such stop transfer orders and other restrictions as the Committee may deem advisable l[
.,nder the Plan or the rules, regulations, and other requirements of the SEC, any stock exchange upon which such Shares or other securities are
then listed, and any applicable Federal or state laws, and the Committee may cause a legend or legends to be put on any such certificates to
make appropriate reference to such restrictions.


(d) Withholding. (i) A Participant may be required to pay to the Company or any Affiliate and the Company or any Affiliate shall have the
fight and is hereby authorized to withhold from any Award, from any payment due or transfer made under any Award or under the Plan or from
any compensation or other amount owing to a Participant the amount (in cash, Shares, other securities, other Awards or other property) of any
applicable withholding taxes in respect of an Award, its exercise, or any payment or transfer under an Award or under the Plan and to take such
other action as may be necessary in the opinion of the Company to satisfy all obligations for the payment of such taxes. The Committee may
provide for additional cash payments to holders of Awards to defray or offset any tax arising from the grant, vesting, exercise or payments of
any Award.


(ii) Without limiting the generality of clause (i) above, a Participant may satisfy, in whole or in part, the foregoing withholding liability by
delivery of Shares owned by the Participant (which are not subject to any pledge or other security interest and which have been owned by the
Participant for at least six months) with a Fair Market Value equal to such withholding liability or by having the Company withhold from the
number of Shares otherwise issuable pursuant to the exercise of the option a number of Shares with a Fair Market Value equal to such
withholding liability.


(iii) Notwithstanding any provision of this Plan to the contrary, in connection with the transfer of an Option to a Permitted Transferee
pursuant to Section 14(a), the Grantee shall remain liable for any withholding taxes required to be withheld upon the exercise of such Option
by the Permitted Transferee.


(e) Award Agreements . Each Award hereunder shall be evidenced by an Award Agreement which shall be delivered to the Participant and
shall specify the terms and conditions of the Award and any rules applicable thereto, including but not limited to the 0fleet on such Award of
the death, disability or termination of employment or service of a Participant and the effect, if any, of such other events as may be determined
by the Committee.


(f) No Limit on Other Compensation Arrangements. Nothing contained in the Plan shall prevent the Company or any Affiliate from
adopting or continuing in effect other compensation arrangements, which may, but need not, provide for the grant of options, restricted stock,
Shares and other types of Awards provided for hereunder (subject to stockholder approval if such approval is required), and such arrangements
may be either generally applicable or applicable only in specific eases.


(g) No Right to Employment. The grant of an Award shall not be construed as giving a Participant the right to be retained in the employ of,
or in any consulting relationship to, or as a director on the Board or board of directors, as applicable, of, the Company or any Affiliate. Further,
the Company or an Affiliate may at any time dismiss a Participant from employment or discontinue any consulting relationship, free from any
liability or any claim under the Plan, unless otherwise expressly provided in the Plan, any Award Agreement or any applicable employment
contract or agreement.


(h) No Rights as Stockholder. Subject to the provisions of the applicable Award, no Participant or holder or beneficiary of any Award shall
have any rights as a stockholder with respect to any Shares to be distributed under the Plan until he or she has become the holder of such
Shares. Notwithstanding the foregoing, in connection with each grant of Restricted Stock hereunder, the applicable Award shall specify if and
to what extent the Participant shall not be entitled to the rights of a stockholder in respect of such Restricted Stock.







(i) Governing Law. The validity, construction, and effect of the Plan and any rules and regulations relating to the Plan and any Award
Agreement shall be determined in accordance with the laws of the State of New York, applied without giving effect to its conflict of laws
principles.


~ (j) Severability. If any provision of the Plan or any Award is or becomes or is deemed to be invalid, illegal, or unenforceable in any
jorisdiction or as to any Person or Award, or would disqualify the Plan or any Award under any law deemed applicable by the Committee, such
provision shall be construed or deemed amended to conform the applicable laws, or if it cannot be construed or deemed amended without, in
the determination of the Committee, materially altering the intent of the Plan or the Award, such provision shall be stricken as to such
jurisdiction, Person or Award and the remainder of the Plan and any such Award shall remain in full force and effect.


(k) Other Laws. The Committee may refuse to issue or transfer any Shares or other consideration under an Award if, acting in its sole
discretion, it determines that the issuance or transfer of such Shares or such other consideration might violate any applicable law or regulation
or entitle the Company to recover the same under Section 16(b) of the Exchange Act, and any payment tendered to the Company by a
Participant, other holder or beneficiary in connection with the exercise of such Award shall be promptly refunded to the relevant Participant,
holder or beneficiary. Without limiting the generality of the foregoing, no Award granted hereunder shall be construed as an offer to sell
securities of the Company, and no such offer shall be outstanding, unless and until the Committee in its sole discretion has determined that any
such offer, if made, would be in compliance with all applicable requirements of the U.S. federal securities laws.


(1) No Trust or Fund Created. Neither the Plan nor any Award shall create or be construed to create a trust or separate fund of any kind or a
fiduciary relationship between the Company or any Affiliate and a Participant or any other Person. To the extent that any Person acquires a
right to receive payments from the Company or any Affiliate pursuant to an Award, such right shall be no greater than the right of any
unsecured general creditor of the Company or any Affiliate.


(m) No Fractional Shares. No fractional Shares shall be issued or delivered pursuant to the Plan or any Award, and the Committee shall
determine whether cash, other securities, or other property shall be paid or transferred in lieu of any fraetional Shares or whether such fractional
Shares or any fights thereto shall be canceled, terminated, or otherwise eliminated.


(n) Headings. Headings are given to the Sections and subsections of the Plan solely as a convenience to facilitate reference. Such headings
shall not be deemed in any way material or relevant to the construction or interpretation of the Plan or any provision thereof.


Section 15. Term of the Plan.


O (a) Effective Date. The Plan shall be effective as of the date of its approval by the stockholders of the Company.


(b) Expiration Date. No Award shall be granted under the Plan after December 31, 2012. Unless otherwise expressly provided in the Plan
or in an applicable Award Agreement, any Award granted hereunder may, and the authority of the Board or the Committee to amend, alter,
adjust, suspend, discontinue, or terminate any such Award or to waive any conditions or rights under any such Award shall, continue after
December 31, 2012.


II    I I







EXHIBIT 21.1


1~’-" -\.. _’,~tellite CD Radio, Ine


Sirius Asset Management Company LLC
Sirius Entertainment Promotions LLC
Spend LLC
Earth Station Ecuador Cia. Ltda


Subsidiaries


State of Delaware
State of Delaware
State of Delaware
State of Maryland
Quito, Ecuador







EXHIBIT 23.1


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM


econsent to reference to our firm in the headnote to Item 6 - Selected Financial Data and to the use of our reports dated February 23, 2007 in
Annual Report (Form 10-K) of Sirius Satellite Radio Inc. ("Company"), with respect to the consolidated financial statements of Sirius


Satellite Radio Inc., Sirius Satellite Radio Inc. management’s assessment of the effectiveness of internal control over financial reporting, and
the effectiveness of internal control over financial reporting of Sirius Satellite Radio Inc., included in the 2006 Annual Report to Shareholders
of Sirius Satellite Radio Inc.


Our audits also included the financial statement schedule of Sirius Satellite Radio Inc. listed in Item 15(a). This schedule is the responsibility of
the Company’s management. Our responsibility is to express an opinion based on our audits. In our opinion, the consolidated financial
statement schedule referred to above, when considered in relation to the basic financial statements taken as a whole, present fairly in all
material respects the information set forth therein.


We consent to the incorporation by reference in the following Registration Statements:


Form S-8 No. 333-139214, No. 333-133277, No. 333-125118, 333-119479, No. 333-81914, No. 333-74752, No. 333-65473, No. 333-15085,
No. 33-95118, No. 33-92588, No. 333-31362, No. 333-62818, No. 333-81914, No. 333-100083, No. 333-101515, No. 333-106020 and
No. 333-111221


Form S-3 No. 333-130949, No. 333-130949, No. 333-127169, No. 333-115695, No. 333-64344, No. 333-65602, No. 333-52893, No. 333-
85847, No. 333-86003, No. 333-10446 and No. 333-108387


of our reports dated February 23, 2007, with respect to the consolidated financial statements and schedule of Sirius Satellite Radio Inc., Sirius
Satellite Radio Inc. management’s assessment of the effectiveness of internal control over financial reporting, and the effectiveness of internal
control over financial reporting of Sirius Satellite Radio Inc., included in this Annual Report (Form 10-K) of Sirius Satellite Radio Inc.


/s/Ernst & Young LLP


~ew York, New York
arch 1, 2007


I







EXHIBIT 31.1


CERTIFICATION OF CHIEF EXECUTIVE OFFICER


Mel Karmazin, the Chief Executive Officer of Sirius Satellite Radio Inc., certify that:


I have reviewed this Annual Report on Form 10-K of Sirius Satellite Radio Inc. for the period ended December 31, 2006;


Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;


Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;


The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:


(a)


(b)


(c)


Designed such disclosure controls and proeedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;


Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;


Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and


(d) Disclosed in this report any changes in the registrant’s internal controls over f’maneial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and


The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial    ~
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):


(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and


any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over finaneial reporting.


By: /s/M EL K ARMAZIN


Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)


March 1, 2007







CERTIFICATION OF CHIEF FINANCIAL OFFICER


EXHIBIT 31.2


David J. Frear, the Executive Vice President and Chief Financial Officer of Sirius Satellite Radio Inc., certify that:


I have reviewed this Annual Report on Form 10-K of Sirius Satellite Radio Inc. for the period ended December 31, 2006;


Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;


Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;


The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial reporting (as defined in Exchange Act
Rules 13a- 15(f) and 15d- 15(f)) for the registrant and have:


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;


Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;


Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and


(d) Disclosed in this report any changes in the registrant’s internal controls over financial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and


The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):


(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and


(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.


By: /s/D AVID J. F REAR


David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)


March 1, 2007







EXHIBIT 32.1


CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY


ACT OF 2002


In connection with the Annual Report of Sirius Satellite Radio Inc. (the "Company") on Form 10-K for the period ended December 31,
2006 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and


(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.


By: /s/M EL K AR~iAZ~


Mel Karmazin
Chief Executive Officer
(Pdneipal Executive Officer)


March 1, 2007


.4 signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.







EXHIBIT 32.2


CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY


ACT OF 2002


In connection with the Annual Report of Sirius Satellite Radio Inc. (the "Company") on Form 10-K for the period ended December 31,
2006 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, David J. Frear, Executive Vice President and
Chief Financial Officer of the Company, certi~, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and


(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.


By: /s/D AWt) J. F REAR


David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)


March 1, 2007


A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.
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Price (as of close 5/1/07)


$2.90


Sirius Satellite Radio (SIRI)
Favorable Quarter Not Enough to Offset Longer-Term
Challenges


Rating
BUY 52-Week Range $2.80 - 5.00


Shares Outstanding 1.8 billion
12- Month Target Price Insider/Institutional 1% / 28%
$4.00 Public Float 1.3 billion


Short Interest 123.6 million
William Kidd
(213) 688-6698
william.kidd@wedbush.com


Jung Hwang, CPA
(213) 688-4557
jung.hwa ng@wedbush.com


Company Description
Sirius Satelhte Radio was founded in
1990 and is based New York C=ty The
company operates in a duopoly, as one
of two FCC hcensed providers of satellite
radio Sirius offers subscribers over 130
channels of commercial free music and
talk channels on a coast-to-coast basis
for $!2 95 per month


Market Capitalization
Enterprise Value
Debt
EBITDA
Subscribers


Q1 Mar
Q2 Jun
Q3 Sep
Q4 Dec
Year*
PIE Ratio
Change


$(0.33)
(0.17)
(0.12)
(0.17)


$(0.79)
N/A


$(0.10)A $(0.12)E
(0.07)E (0.09)E
(0.08)E (0.08)E
(0.12)E (0.13)E
$(0.38)E $(0.43)E


N/A N/A


$5.0 billion
$5.9 billion
$1.1 billion
$(962.0) million
6.0 million


$(0.09)E $(0.06)E
(0.05)E (0.02)E
(0.05)E (0.02)E
(0.12)E (0.105


$(0.31)E $(0.21)E
N/A N/A


$126.7 $204.0A $213.0E $289.8E $336.05
150.1 222.6E 229.1E 314.8E 362.3E
167.1 241.5E 262.1E 336.1E 386.2E
193.4 267.9E 282.7E 352.4E 392.1E


$637.2 $936.0E $996.9E $1,293.1 E $1,476.4E
163% 47% 55% 38% 50%


* Numbers may not add up due to rounding.


Q1 results better than expected, led by subscriber additions. Although Sirius is continuing to evolve into a
more financially driven story, the rate of consumer adoption (e.g., subscriber growth) remains the greatest area of
focus, especially since the company still needs considerable growth to justify its present valuation levels. On that
note, Sirius reported net subscriber additions of 556k, besting our 496k net adds estimate. We believe the
subscriber growth, relative to expectations, came from two areas--an increase in multi-family subscriptions and
OEM demand. The results were naturally down from last year’s 761k net adds, given a diminished Howard Stern
effect and a larger replacement churn burden. Nevertheless, relative to the competition, Sirius’ Q1 gross additions
were 989k, well ahead of XM’s 868k. On net adds, the difference with XM was even greater: 556k vs. 285k.


It was surprising to see EPS hold up so well, particularly since subscriber growth was good. Sirius
reported EPS of ($0.10), in line with our ($0.12) estimate and the ($0.11) consensus estimate. The relatively
strong bottom-line result is unusual given that the subscriber result was ahead of expectations. Thus, this
quarter’s result demonstrates that Sirius was able to grow without having to buy its growth (vis-&-vis SAC, which
was $104 per addition vs. last year’s $114 and our $121 estimate). Good subscriber growth and incremental EPS
gains are typically inversely correlated because of SAC, which usually makes the bottom-line contribution from
new subscribers incrementally negative.
In spite of the positive quarter, we are concerned about ARPU progression; consequently, we are
lowering our long-term subscription and advertising ARPU assumptions, reducing our price target from
$5 to $4. Monthly ARPU fell to $10.49 from last quarter’s $10.92, impacted by both a weaker advertising
contribution and lower subscription rates (due to an increase in multi-family plan additions). Although the impact
on this quarter’s results was meaningful to revenue, the ARPU impact on the quarter was not so large to
overshadow the other positives, namely subscriber growth and lower costs. However, we perceive the positive
developments as more short term in duration, at least relative to ARPU, which is an on-going and evolving metric.
In other words, we perceive the smaller negative ARPU change as more meaningful than the larger, but more
short-term subscriber and SAC variances. The difficulty now is that we perceive advertising ARPUs are not as
likely to ramp up as fast as previously modeled and that a greater proportion of our future growth could be coming
from multi-family plan subs, which carry lower ARPUs. Keep in mind that we estimate about 150k of this quarter’s


Wedbush Morgan does and seeks to do business with companies covered in its research reports. Thus,
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of
this report. Investors should consider this report as only a single factor in making their investment
decision. Please see page 17 of this report for analyst certification and important disclosure information.
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almost one million gross additions came from such promotions. Although it’s a positive to earn more from a given
household, the share of gross adds under such plans is greater than previously forecast, which is why our model
is being negatively impacted aside from the separate negative advertising change. For perspective, we moved
our full-year 2007 ARPU to $10.78 from $11.60, though we lowered ARPU throughout our projection horizon. On
a brighter note, in light of this quarter’s SAC reductions, we accelerated the pace of our 2007 SAC improvements.
We now estimate SAC of $99 for full-year 2007, down from our prior estimate of $103. Unfortunately, the SAC
changes we perceive are more short-term in nature, at least relative to changes we made in our ARPU
progression. Last but not least, in terms of subscribers, we are holding our quarterly net adds at essentially the
same level, plus Ql’s positive variance. Consequently, we are at 2.15 million net additions, ahead of the
company’s guidance of approximately 2 million.
We still favor Sirius over XM given its competitive strengths and our perception that the proposed
merger’s approval is unlikely. We think Sirius’ subscriber growth story, which we attribute largely to a content
advantage, and better cash flow profile continue to warrant a substantial premium over XM. Based on our DCF
analyses, we believe the market is only somewhat differentiating the two companies, making Sirius the more
attractive. Having said that, it’s hard not to acknowledge that both equities tend to trade largely in tandem and
share many of the same risks (e.g., merger risk and subscriber evolution) and opportunities (subscriber
evolution). We still see Sirius, and for that matter XM as well, as better second-half 2007 stories, thinking that a
stronger OEM ramp and regulatory clarity of the merger, one way or the other, will help investors return to these
equities.


Reiterate BUY. Our $4 price target is based on a DCF analysis and does not incorporate any merger
premium/benefit, consistent with our view that the transaction has less than a 50% likelihood of approval and
thus, will likely be denied within 12 months.
Risks to attainment of our share price target include shortfalls in subscriber growth; increased competition
whether from XM; AM/FM radio, HD Radio, or streaming-media services; new/increased government regulation; a
prolonged and/or failed merger attempt; an inability to renew key content and OEM contracts; satellite anomalies;
and an unfavorable outcome in the ongoing arbitration process with record labels over royalty rates.


Subscriber Metrics
¯ ARPU is our biggest knock on the quarter. Monthly ARPU was $10.49, down noticeably from last quarter’s


$10.92 and our $10.99 estimate. The bulk of the difference came from a shortfall in the advertising contribution
($0.36/mo vs. our expected $0.63/mo). Howard Stem’s decision not to work Fridays and to take more vacation
this year versus last year reportedly impacted the advertising sales. However, even if we exclude the advertising
delta, the core subscription rate was also weak, off almost 20 cents. We estimate about 9 cents of that difference
came from a positive uptake in cheaper multi-family plan subscriptions. We would like to see ARPU recover in
future quarters, closer to $11/mo. Naturally, if ARPU does not recover and growth remains essentially as forecast,
the impact on value would be negative, as the change lowers the ROI of a subscriber.


¯ Although still below full-year guidance, we consider the pace of Q1 SAC improvements better than
expected. Q1 SAC was $104, excluding marketing costs. Although the figure was well ahead of our $121
estimate, SAC was down materially against last year’s $114. Importantly, we think the rate of improvement still
keeps the company on pace to achieving its 2007 guidance of approximately $95 in SAC for the year. The
reductions in SAC will come from the OEM channel, as newer OEM subs start to contribute subscribers under
agreements with less onerous SAC provisions, and cheaper retail receivers, made available by the holiday selling
season. For 2007, we previously were forecasting SAC of $103. In light of the early improvements in the year, we
are moving our full-year SAC estimate to $99.


¯ OEMs additions are ramping earlier and faster than expected... We the estimate that roughly two-thirds of
the positive subscriber variance came from OEM additions. Retail variance, which explains the remaining third,
seems to have been helped by a good response to the company’s multi-family plan (e.g., additional subscriptions
cost $6.99/mo, below the normal $12.99/mo), based on the anecdotal tidbits that we pieced together from today’s
earnings call. As an aside, the company indicated that 16% of its subscribers are on a multi-family plan.
Importantly, we don’t expect the OEM strength to diminish in coming quarters or even years. Keep in mind, in the
past few weeks, Sirius made five new standard equipment announcements, including Audi (six models) and
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Lincoln (all 2008 model-year vehicles). Mercedes Benz is also targeting a penetration rate that could move to
90% by 2009. Thus, there remains a clear path, based on these and a host of other OEM production
announcements, for OEM sales to continue to ramp up.


...however, churn from OEM additions signed long ago are now starting to have an impact. Ol’s churn was
2.3% on the company’s basis, up dramatically against both our estimate and historical sequential and yearly
figures. Although the company did not disclose self-pay churn (which excludes the distortion of OEM subs falling
off promotional periods), higher self-pay churn likely explains only a small portion of this quarter’s increase. We
believe the bulk of the increase comes from OEM subs, namely subs signed six-months to 1-year ago under
promotional programs that are not opting to go self-pay when the promotional periods expire. It would be
appreciated if Sirius adopted XM’s reporting style, which broke out self-pay churn in order to remove confusion
about why churn oscillates. Nevertheless, if there is any good news, it is that this quarter’s result was within the
context of the company’s annual guidance of 2.2% to 2.4%. Our issue was that the OEM churn impact arrived a
quarter or two ahead of our thinking. Note that there is typically a 6-month promotional period on Ford additions,
12-month promotional period on DaimlerChrysler adds, and no such distortion on AudiNolkswagen adds as they
do not have a comparable automaker-funded promotional period.
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Figure 1. Sirius Subscriber Growth and Churn Trends
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Figure 2. Sirius ARPU, Adjusted SAC, and SAC Trends
ARPU
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Sirius - Automaker Round-up
The following key OEM agreements/updates are listed by announcement date.


Mercedes-Benz


4/24/07


Audi


4/5/07


Mercedes-Benz to offer Sirius in more than 80% of
its vehicles in 2007, with plans to continue
building to 90% for 2008 and over 90% by 2009.
The growth in the installation rate far exceeds
earlier estimates of 50 percent that were set less
than two years ago. Mercedes-Benz also plans to
offer Sirius as standard equipment on two additional
models this year: the S-Class and CLS. Sirius is
currently standard in Mercedes-Benz’s SL-Class
and CL-Class model vehicles, and all AMG and 600
model vehicles.


Audi offering Sirius as standard equipment on $4,
RS 4, A6, A8, R8 and select Audi Q7 models


Mitsubishi


4/5/07


Lincoln


4/3/07


Land Rover


3/28/07


MINI USA


3/27/07


Volvo


8/8/06


Mitsubishi will offer Sirius as a standard feature on
the new 2008 model year Eclipse Spyder, which will
be available for sale starting April. Mitsubishi will
also extend factory availability of Sirius to the full
lineup of Mitsubishi vehicles in all 2008 models.


Starting with the 2008 model year, Sirius to be
standard on Lincoln MKZ, Lincoln MKX, Lincoln
Navigator, Lincoln Navigator L and Lincoln Mark LT.
Sirius to be factory installed on 23 Ford, Lincoln
and Mercury vehicle lines by 2008 model year.


Land Rover offering Sirius as standard equipment
on 2007 model year Range Rover and
Supercharged Range Rover Sport. In addition,
Sirius will be available as a factory installed option
on the all-new LR2, making Sirius available on all
Land Rover vehicles.


Sirius available as a factory installed option with a
lifetime subscription on the all-new 2007 MINI
Cooper and MINI Cooper S hardtops produced
beginning this June. The lifetime subscription is
transferable with the car from one owner to the
next. The factory-installed Sirius radio with a
lifetime subscription will be available for an MSRP
of $950. MINI USA will also offer Sirius, with a
lifetime subscription, as part of its upgraded Audio
Pack that also includes MINI’s Hi-Fi sound system,
for an MSRP of just $1,400.


Starting with the 2007 model year, Volvo plans to
offer factory installed Sirius with a six-month
subscription on the following vehicle lines: Volvo
$40, V50, C70, and the new $80.
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Audi


3/17/06


Volkswagen


3/17/06


Subaru


2/9/06


Rolls-Royce


1/11/06


Mazda


12/1/05


Mercedes-Benz


11/17/05
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Audi will exclusively offer Sirius for Audi vehicles
sold in the U.S., beginning with model year 2007
through 2012. As of the press release date, the
installation rate of satellite radio in Audi models
was approximately 50%.


Volkswagen will exclusively offer Sirius beginning
with the introduction of its 2007 model year
vehicles, and expects to equip approximately
80% with Sirius satellite radio receivers.
Additionally, Volkswagen will offer three months of
complimentary service.


Beginning in May of 2006, Subaru offered Sirius
exclusively as a port and dealer installed option in
the 2007 Subaru Forester. In August 2006, Subaru
will begin offering Sirius exclusively as a port and
dealer installed option in the 2007 Subaru Impreza.
All vehicles installed with Sirius will include three
months of free service.


Rolls-Royce Motor Cars and Sirius today
announced an exclusive agreement for the
inclusion of Sirius radios as standard
equipment in all Rolls-Royce vehicles sold in
the United States, including a lifetime
subscription to the service.


Mazda began offering Sirius as a port-installed
option on the following 2006 model year vehicles:
MAZDA3, MAZDA6, Mazda RX-8, MPV, Tribute,
MAZDA5, and Mazda MX-5 Miata.


Sirius and Mercedes-Benz USA announced that
they have extended their exclusive relationship
to September 1, 2012, and that the luxury
automaker plans to offer Sirius as a standard
feature on select 2007 model year vehicles,
beginning in 2006. Initially, Mercedes-Benz plans to
offer Sirius as a standard feature on all 2007 model
year SL-Class and CL-Class vehicles, and all AMG
and 600 model vehicles. Mercedes-Benz also plans
to extend the number of models with Sirius as a
standard feature in the future. Vehicles installed
with Sirius will account for approximately 50%
of Mercedes-Benz vehicles sold over the next
two years.
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DaimlerChrysler


10/31/05


BMW


9/13/05


Ford


8/1/05


Land Rover
7/12/05


Sirius and DaimlerChrysler announced that they
have extended their exclusive relationship
through September 1, 2012. The agreement
includes all Chrysler Group and Mercedes-Benz
vehicles as well as Freightliner Trucks. The
Chrysler Group is now targeting a 40% overall
penetration rate for the 2007 model year with
their Sirius factory programs, up from
approximately 30% in the 2006 model year.


Sirius and BMW announced an agreement that
extends Sirius’ exclusive relationship with BMW
through August 2008. All BMW models are
covered by the agreement. Factory-installed Sirius
satellite radios will continue to be available on the
BMW 3 Series Sedan and Sports Wagon, and the
BMW 5, 6 and 7 Series, with a one-year bundled
subscription included in the price of the vehicle.


Beginning with the 2006 model year, Sirius was
offered factory- installed on the Ford F150, Lincoln
Mark LT, Ford Explorer, and Mercury Mountaineer
for an MSRP of $195, which includes a six-month
subscription to the Sirius service. Earlier this year,
Ford and Lincoln Mercury announced plans to
target up to 21 vehicle lines for factory installation of
Sirius over the 2006 and 2007 model years. Ford
also announced that they expect to generate up
to one million Sirius subscribers over those two
model year periods. Nearly ninety percent of
Ford and Lincoln Mercury vehicles will have
Sirius as a factory- installed option for the 2008
model year.


In mid-2005, Sirius and Ford announced an
agreement to extend their exclusive relationship
through September 2011. All Ford Motor
Company brands in the U.S. -- Ford, Lincoln
Mercury, Land Rover, Jaguar, Volvo, Aston Martin
and Mazda -- are covered by the agreement. Ford
has the option to extend the agreement through
September 2013. Beginning in January 2009, Ford
may elect to become nonexclusive under the
agreement, in which case Ford would forfeit all
future economic benefits.


Land Rover is offering Sirius as a factory-installed
option on the 2006 Range Rover and Range Rover
Sport.
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Figure 3. Automobile OEM Production Commitments
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Figure 4. Sirius Quarterly Results Comparison


Net Subscriber Additions 761 905
Total Subscribers 4,078 6,025


Revenue
Subscriber Revenue 115,181 167,210
Advertising Revenue 7,338 8,451
Equipment Revenue 3,692 16,431
Other Revenue 453 1,288
Total Revenue 126,664 193,380


Cost of Revenue:
Satellite and Transmission 7,301 7,152
Programming and Content 56,444 64,843
Customer Sen/ice and BiIhng 15,841 23,919
Cost of Equipment 3,465 22,105
Sales and Marketing 39,296 85,113
Subscriber Acquisition Cost 109,144 121,046
General and Administrative 19,144 23,224
Research and Development 12,679 12,787
Depreciation Expense 24,933 27,495
Equity Granted to Third Parties 284,586 42,625
Total Operating Expense 572,833 430,309


Operating Profit (loss) (446,169) (236,929)


Interest and Investment Income 9,937 6,760
Interest Expense (17,124) (15,327)
Other Income (4,435) 55


Pre-Tax Income (457,791) (245,441)


Income Taxes (753) (156)


Net Income (loss) (458,544) (245,597)


Preferred Stock Diwdend
Preferred Stock Deemed Dividend


Net Income (loss) to Common (458,544) (245,597)


Basic EPS ($0.33) ($0.17)
Diluted EPS ($0.33) ($0.17)


Basic Shares Outstanding 1,386,982 1,419,334
Diluted Shares Outstanding 1,386,982 1,419,334


Source: Wedbush Morgan Securities
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Figure 5. Sirius Discounted Cash Flow (DCF) Valuation
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Unlevered Cash Flow (841,177) (367,346) (189,639) 38,298 200,732 355,361 450,235 673,009 656,529 751,526 686,712


PV of Cash Flows 1.563.299 !,915,521
PV of Terminal Value 4,331,392 4,781,856
Private Market Value 5,894,691 6,697,377
Pnvate-to-Pubhc Discount -
Public Enterpnse Value 5,894.691 6,697,377
Add’ Cash 252,165 101,558
Less’ Total Debt & Converts (1,218,249) (1,198,994)
Add: Proceeds from Warrants/Options !,156,313 1.156,313
Add. Face Value. In-the-money Converts 566,505 530,000
Market Cap~tahzat~on 6,651,426 7,286,255
Shares Outstanding (incl Converts) 1,794,738 1,794,738
Fair Value per Share (Year-end) $3 71 $4.06
Current Pnce $2 90 $2.90
Implied Upside 27 8% 40.0%


Valuation Multiples
EV/EBITDA @ $3.71 NA NA NA
PIE @ $3.71 NA NA NA
P/FCF @ $3.71 NA NA NA
P/BV @ $3.71 NA NA NA
EV/SUB @ $3.71 978 721 571


NA 67.7x 42.8x
NA NA 343.9x


40.3x 22.7x 14.4x
NA NA NA


484 430 391


Cost of’Equity i 1.0%
After-tax Co~t of Debt ~: 7,0%


WACC ’~0.4%
Terminal Growth 3,0%


Debt!Capitalization. 15,0%


Implied IV Muitiplē  , 13,92x
TV/12 EBITDA ~:- 36.20x


Privat~4o-Publi¢ Dis~ount , ~0.0%


22.3x 15,0x 9.9x 8.4x
37,2x 19.9x 8.7x 7.1x
11,6x 8.3x 5.6x 4.9x


NA NA 14.7x 4,6x
361 338 322 308


EV/EBITDA @ $2.9 NA NA NA NA 68 5x 43.3x
PIE @ $2 9 NA NA NA NA NA 269.1x
P/FCF @ $2.9 NA NA NA 31 .Sx 17 7x 11.3x
P/BV @ $2 9 NA NA NA NA NA NA
EV/SUB @ $2 9 $990 $729 $577 $489 $434 $395


22.6x 15.2x 10.1x 8 5x
29.1x 15.6x 6.8x 5.6x
9.1x 6,5x 4.4x 3.8x
NA NA 11.5x 3,6x


$365 $342 $326 $312


Source: Wedbush Morgan Securities
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Earnings Model


Figure 6. Sirius Annual Subscriber Forecast (2003-2010E)


Gross Additions (WMS estimates)
Retail 207 781 1,805 2,292
OEM 22 195 710 1,463
Other 26 11 5 3
Total Gross Additions 256 987 2,519 3,758


2,014 1,986 1,955 1,959
1,918 2,602 3,042 3,380


3 3 3 3
3,934 4,591 5,000 5,342


% Change - Gross Additions (yoy)
Retail 276.7% 131.1% 27.0% (12.1%) (1.4%) (1.5%) 0.2%
OEM 770.9% 263.9% 106.1% 31.1% 35.7% 16.9% 11.1%
Other (59.2)% (55.9)% (37.3)% (13.7)% 5.1% 4.9% 4.7%
% Change (yoy) 712.0% 285.7% 155.4% 49.2% 4.7% 16.7% 8.9% 6.8%


Chum
Retail 20 85 251 716 1,169 1,489 1,722 1,897
OEM 1 13 90 328 605 945 1,419 1,904
Other 4 6 6 7 6 6 5 5
Total Churn 25 104 346 1,050 1,780 2,439 3,146 3,806


Churn Rate (Monthly)
Retail 2.3% 2.0% 1.7% 2.0% 2.3% 2.5% 2.7% 2.9%
OEM 2.7% 2.2% 2.0% 2.2% 2.1% 2.1% 2.2% 2.3%
Other 2.3% 2.0% 1.7% 2.0% 2.2% 2.3% 2.4% 2.5%
Churn Rate 2.3% 2.0% 1.8% 2.0% 2.2% 2.3% 2.4% 2.5%


Net Additions
Retail 188 696 1,554 1,576 845 497 234 62
OEM 21 182 620 1,135 1,313 1,658 1,623 1,476
Other 22 5 (1) (4) (4) (3) (2) (2)
Total Net Additions 231 882 2,173 2,708 2,t54 2,152 1,855 1,536


Subscribers
Retail 215 911 2,465 4,042 4,887 5,384 5,618 5,680
OEM 22 203 824 1,959 3,272 4,929 6,553 8,028
Other 24 29 28 24 20 17 15 13
Total Subscribers 261 1,143 3,317 6,025 8,178 10,331 12,185 13,721
Average Subscnbers 111 522 1,851 4,586 6,941 8,980 10,979 12,642


Subscriber Distribution (%)
Retail 82.4% 79.7% 74.3% 67.1% 59.8% 52.1% 46.1% 41.4%
OEM 8.4% 17.8% 24.8% 32.5% 40.0% 47.7% 53.8% 58.5%
Other 9.2% 2.5% 0.8% 0.4% 0.2% 0.2% 0.1% 0.1%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


Net Additions Distribution (%)
Retail 81.2% 78.9% 71.5% 58.2% 39.2% 23.1% 12.6% 4.1%
OEM 9.3% 20.6% 28.5% 41.9% 60.9% 77.0% 87.5% 96.1%
Other 9.5% 0.5% (0.0)% (0.1)% (0.2)% (0.1)% (0.1)% (0.1)%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100,0% 100.0%


Source: Wedbush Morgan Securities
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Figure 7. Sirius Annual P&L (2003-2010E)


Revenue
Subscriber Revenue 12,615 62,881 223,615 575,364 857,696 1,178,458 1,502,899 1,862,290
Advertising Revenue 116 906 6,131 31,044 40,441 68,244 95,856 126,849
Equipment Revenue 61 2,898 12,271 26,798 30,142 37,947 42,506 47,154
Other Revenue 80 169 228 4,029 7,678 8,475 9,355 10,326
Total Revenue 12,872 66,854 242,245 637,235 935,957 1,293,124 1,650,615 2,046,619


Cost of Revenue
Satellite and Transmission 32,604 31 ,!57 27,856 39,229 29,541 30,136 30,743 31,363
Programming and Content 30,398 63,949 99,195 230,215 230,476 273,647 328,539 403,219
Revenue Share and Royalties 141,233 222,882 310,415 410,017
Customer Service and B=lling 23,657 22,341 46,653 68,137 94,409 124,251 154,594 181,299
Cost of Equipment t 15 3,467 11,827 35,233 31,666 41,742 46,756 51,869
Sales and Marketing 121,216 153,899 171,824 222,492 173,162 176,625 180,158 183,761
Subscriber Acquis=tion Cost 74,860 173,702 349,641 419,716 381,272 425,850 440,802 446,992
General and Administrative 36,211 44,028 59,831 87,538 93,165 95,028 96,929 98,867
Research and Development 24,534 30,520 42,925 58,732 46,309 48,189 50,146 52,182
Depreciation Expense 95,353 95,370 98,555 105,749 108,832 108,754 108,074 107,448
Equity Granted to Third Parties 11,454 !26,725 163,078 437,918 97,770 150,000 100,000 100,000
Total Operating Expense 450,402 745,158 1,071,385 1,704,959 1,427,835 1,697,103 1,847,157 2,067,018


Pre-Marketing Cash Flow (134,673) (128,208) (46,714) 122,557 404,238 675,451 937,804 1,222,208
PMCF Margin (1057.8%) (201.0%) (20.3%) 20.2% 45.0% 54.2% 58.7% 61.4%


Operating Profit (loss) (437,530) (678,304) (829,140) (1,067,724) (491,877) (403,979) (196,542) (20,399)


Debt Restructuring 256,538 (6,214)
Intersest and Investment Income 5,287 11,124 26,878 33,320 11,276 5,923 6,028 10,872
Interest Expense (50,510) (41,386) (45,361) (64,032) (67,461) (76,387) (58,979) (35,161)
Other Income 605 (6,849) (4,366) (5,995) (4,000) (4,000) (4,000)


Pre-Tax Income (226,215) (707,961) (860,686) (1,102,802) (554,057) (478,443) (253,493) (48,688)


Income Taxes (4,201) (2,311) (2,065) (2,235) (2,240) (2,240) (2,240)
Effective Tax Rate 0.0% 0.6% 0.3% 0.2% 0.4% 0.5% 0.9% 4.6%


Net Income (loss) (226,215) (712,162) (862,997) (1,104,867) (556,292) (480,683) (255,733) (50,928)


Preferred Stock Dividend (8,574)
Preferred Stock Deemed Dividend (79,634)


Net Income (loss) to Common (314,423) (712,162) (862,997) (1,104,867) (556,292) (480,683) (255,733) (50,928)


Basic EPS ($0.38) ($0.58) ($0.65) ($0.79) ($0.38) ($0.31) ($0.16) ($0.03)
Diluted EPS ($0.38) ($0.58) ($0.65) ($0.79) ($0.38) ($0.31) ($0.16) ($0.03)


Basic Shares Outstanding 827,186 1,238,521 1,325,673 1,403,905 1,479,012 1,539,066 1,601,558 1,666,588
Diluted Shares Outstanding 827,186 1,238,521 1,325,673 1,403,905 1,479,012 1,539,066 1,601,558 1,666,588


Source: Wedbush Morgan Securities, Company Reports
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Figure 8. Sirius Quarterly Subscriber Forecast (4Q05-4Q07E)


Gross Additions (WMS estimates)
Retail 986 6 678.2 439.7 401.4 773.0
OEM 278.2 279.8 389,7 330,5 462,9
Other 1.9 2.5 1.2 0.5 (1,3)
Total Gross Additions 1,266.8 960.6 830.6 732.4 1,234.6


468.7 395.7 433.9 715.4
519.2 418.8 354.7 625.2


0,5 1.6 1.8 (1.4)
988.5 816.1 790.4 1,339.3


% Change - Gross Additions (yoy)
Retail 141,5% 186.2% 49,2% 40,1% (21.7%) (30.9%) (10.0%) 8.1% (7.4%)
OEM 153.0% 138,1% 183,5% 87.0% 66.4% 85.5% 7.5% 7.3% 35.1%
Other (36.4%) 901.0% 116.4% (75.2%) (166.3%) (78,8%) 33,7% 264.7% 5,8%
% Change (yoy) 142.9% 170.8% 92.0% 57.4% (2.5%) 2,9% (17.4%) (3.2%) 69.5%


Churn
Retail 86.0 143.3 163,4 195,5 213.7 275.8 266.8 303.3 323.0
OEM 36.5 54.5 65.1 94.1 113.9 154,5 124.9 164.5 171.5
Other 1.6 1.7 1.6 1.7 1.7 1.7 1.3 1.5 1.6
Total Churn 124.0 199.4 230,1 291.3 329.3 432.0 393.1 459.2 496.1


Churn Rate (Monthly)
Retail 1,8% 1.9% 1,8% 2.0% 2.0% 2,3% 2.1% 2,3% 2.4%
OEM 2 t% 2.2% 2.1% 2,3% 2.4% 2.6% 1.8% 2.0% 2.0%
Other 2.0% 2,0% 1.9% 2.1% 2.1% 2.4% 2,0% 2.2% 2.3%
Churn Rate 1.9% 2.0% 1,9% 2.1% 2.1% 2.4% 2.0% 2.2% 2.3%


Net Additions
Net Additions 900.6 535.0 276.3 205.9 559,3 193,0 128.9 130.6 392.4
Net Additions 241.7 225,3 324.6 236.5 348,9 364.7 293,9 200.2 453.7
Net Additions 0.3 0.9 (0.4) (1.3) (3.0) (1,2) 0.2 0.3 (2.9)
Total Net Additions 1,142.6 761.2 600.5 441.1 905.2 556.6 423.0 33t.1 843.2


Subscribers
Total Retail Subs 2,465.4 3,000.3 3,276.6 3,482,5 4,041,8 4,234,8 4,363.7 4,494.3 4,886.7
Total OEM & Special Markets Subs 823.7 1,049.0 1,373,6 1,610.1 1,959,0 2,323.7 2,617.6 2,817.8 3,271.5
Total Rental Subs 27.5 28.4 28.0 26.7 23.7 22.6 22.8 23.1 20.1
Total Subscribers 3,316.6 4,077.7 4,678.2 5,119.3 6,024.6 6,581.0 7,004.1 7,335.2 8,178.4
Average Subscribers 2,507.9 3,780,9 4,354.0 4,850,2 5,360,0 6,295.3 6,770,8 7,139.0 7,559.4


Seasonality Adjustment 29,2% 61.0% 46,0% 39.0% 26.6% 48.6% 44.9% 40.8% 26.6%


Subscriber Distribution (%)
Retail 74.3% 73,6% 70.0% 68.0% 67.1% 64.3% 62.3% 61.3% 59.8%
OEM 24.8% 25,7% 29.4% 31.5% 32.5% 35.3% 37.4% 38.4% 40,0%
Other 0.8% 0.7% 0.6% 0.5% 0.4% 0.3% 0.3% 0.3% 0.2%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


Net Additions Distribution (%)
Retail 78.8% 70,3% 46.0% 46.7% 61,8% 34.7% 30.5% 39.5% 46.5%
OEM 21.2% 29.6% 54.1% 53,6% 38.5% 65.5% 69.5% 60.5% 53.8%
Other 0.0% 0.1% (0,1%) (0.3%) (0.3%) (0.2%) 0.1% 0.1% (0,3%)
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


Source: Wedbush Morgan Securities
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Figure 9. Sirius Quarterly P&L (4QO5-4QO7E)


Revenue
Subscriber Revenue 67,816 115,181 137,636 155,337 167,210
Advertising Revenue 3,037 7,338 8,125 7,130 8,451
Equipment Revenue 8,971 3,692 3,096 3,579 16,431
Other Revenue 180 453 1221 1,067 1,288
Total Revenue 80,004 126,664 150,078 167,113 193,380


190,796 208,400 224,459 234,041
6,721 9,141 11,083 13,496
4,671 3,133 3,978 18,360
1,849 1,895 1,943 1,991


204,037 222,569 241,463 267,888


Cost of Revenue:
Satellite and Transmission                  7,147 7,301 17,686 7,090 7,152
Programming and Content 35,018 56,444 53,011 55,917 64,843
Revenue Share and Royalties
Customer Service and Billing 20,007 15,841 13,659 14,718 23,919
Cost of Equipment 7,446 3,465 3,467 6,196 22,105
Sales and Marketing 63,049 39,296 56,609 41,474 85,113
Subscriber Acquis=tion Cost 145,180 109,144 108,663 80,863 121,046
General and Administrative 16,913 19,144 21,653 23,517 23,224
Research and Development 11,513 12,679 12,775 20,491 12,787
Depreciation Expense 24,915 24,933 25,738 27,583 27,495
Equity Granted to Third Parties 46,196 284,586 67,289 43,418 42,625
Total Operating Expense 377,384 572,833 380,550 321,267 430,309


Pro-Marketing Cash Flow (19, 745)
PMCF Margin (27.9%)


Operating Profit (lose) (297,380)


Debt Restructuring
Interest and Investment Income 9,956
Interest Expense (17,142)
Other Income (6,199)


Pro-Tax Income (310,765)


Income Taxes (631)
Effective Tax Rate 0.2%


7,330 7,367 7,403 7,441
57,063 51,341 60,527 61,544
27,134 34,785 38,017 41,296
21,654 16,250 22,096 34,408


3,648 3,447 4,376 20,196
38,162 35,000 40,000 60,000
98,237 81,944 80,280 120,811
23,403 22,086 23,987 23,688
11,405 11,519 11,634 11,751
26,786 27,396 27,348 27,301
24,260 24,381 24,503 24,626


339,082 315,517 340,173 433,063


11,110 26,977 40,734 43, 736 76,662 108,978 109,894 108,705
9.1% 18.5% 25.1% 24.9% 38.8% 50.1% 46.7% 43.9%


(446,169) (230,472) (154,154) (236,929) (135,045) (92,948) (98,7t0) (165,175)


9,937 8,873 7,750 6,760 6,042 1,724 1,478 2,032
(17,124) (15,660) (15,921) (15,327) (15,192) (15,576) (17,764) (18,929)


(4,435) 9 5 55 5 (2,000) (2,000) (2,000)


(457,791) (237,250) (162,320) (245,441) (144,190) (108,800) (116,996) (184,071)


(753) (578) (578) (156) (555) (560) (560) (560)
0.2% 0.2% 0.4% 0.1% 0.4% 0.0% 0.0% 0.0%


Net Income (loss)


Preferred Stock Dividend
Preferred Stock Deemed Dividend


(311,396) (458,544) (237,828) (162,898) (245,597) (144,745) (109,360) (117,556) (184,63t)


Net Income (loss) to Common (311,396)


Basic EPS ($0.23)
Diluted EPS ($0.23)


Basic Shares Outstanding 1,335,650
Diluted Shares Outstanding 1,335,650


(458,544) (237,828) (162,898) (245,597) (144,745) (109,360) (117,556) (184,631)


($0.33) ($0.17) ($0.12) ($0.17) ($0.10) ($0.07) ($0.08) ($0.12)
($0.33) ($0.17) ($0.12) ($0.17) ($0.10) ($0.07) ($0.08) ($0.12)


1,386,982 1,404,022 1,405,281 1,419,334 1,457,011 1,471,581 1,486,297 1,501,160
1,386,982 1,404,022 1,405,281 1,419,334 1,457,01t 1,471,581 1,486,297 1,501,160


Source: Wedbush Morgan Securities, Company Reports
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Public Companies Mentioned in this Report (priced as of close 5/1/07)


COMPANY
XM Satellite Radio


TICKER RATING PRICE PRICE TARGET
XMSR HOLD $11.55 $14
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ANALYST CERTIFICATION


I, William Kidd, certify that the views expressed in this report accurately reflect my personal opinion and that I have not
and will not, directly or indirectly, receive compensation or other payments in connection with my specific
recommendations or views contained in this report.


IMPORTANT DISCLOSURES


Wec~,ush Mo~gsn ratings for SRI (~IR~US SATELLFi’E RADtD INC)


INVESTMENT RATINGS
STRONG BUY- The stock is expected to return at least 20% over the next 6-12 months.
BUY - The stock is expected to return at least 15% over the next 12 months.
HOLD -The stock is expected to return between -15% and +15% over the next 12 months.
SELL - The stock is expected to decline by at least 15% over the next 12 months.


DISTRIBUTION OF RATINGS (as of March 30, 2007)
BUY - 55% (3% of this rating category were investment banking clients within the last 12 months).
HOLD -41% (3% of this rating category were investment banking clients within the last 12 months).
SELL - 4% (0% of this rating category were investment banking clients within the last 12 months).


The analysts responsible for preparing research reports do not receive compensation based on specific investment
banking activity. The analysts receive compensation that is based upon various factors including WMS’s total revenues, a
portion of which are generated by WMS’s investment banking activities,
WMS makes a market in the securities mentioned herein.
WMS changed its rating system from (BUY/HOLD/SELL) to (STRONG BUY/BUY/HOLD/SELL) on January 5, 2006.
Additional information is available upon request.


OTHER DISCLOSURES


The information herein is based on sources that we consider reliable, but its accuracy is not guaranteed. The information contained herein is not a
representation by this corporation, nor is any recommendation made herein based on any privileged information. This information is not intended to be
nor should it be relied upon as a complete record or analysis; neither is it an offer nor a solicitation of an offer to sell or buy any security mentioned
herein. This firm, Wedbush Morgan Securities, its officers, employees, and members of their families, or any one or more of them, and its discretionary
and advisory accounts, may have a position in any security discussed herein or in related securities and may make, from time to time, purchases or
sales thereof in the open market or otherwise. The information and expressions of opinion contained herein are subject to change without further notice.
The herein mentioned securities may beom customers on a principal basis by this firm¯ Additional information with respect to the information contained
herein may be obtained upon request.


William Kidd (213) 688 6698
Jung Hwang, CPA (213) 688-4557
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NARM Coverage: Are Digital Music Service Discouraging Music Sales?
April 30, 2007 - Retail [ Digital and Mobile


By Antony Bruno, Denver


NPD analyst Russ Crupnick presented the results of a new focus group to NARM attendees that suggests
various digital music service may actually be discouraging music sales. "Consumers are a little bit
overwhelmed, and it’s starting to inhibit the purchasing decision," he said.


Because there are so many digital music outlets where fans can stream, download or otherwise access music
on an immediate basis, Crupnick suggests that there is less a need to actually acquire it. For instance, the NPD
study showed that satellite radio subscribers are 30% less likely to buy a CD simply because the music they
like is readily available 24 hours a day.


While illustrating that the ubiquity of digital services aid in the discovery of music, there is a disconnect
between discovering music and actually buying it. "They’re wonderful ways to reach consumers, but there’s a
dark side," he said. "For all the benefit that digital has done, it’s created a huge barrier from getting (fans) to
purchase as much as we’d like them to... Is there discovery that leads to purchase, or is there discovery that
leads to more discovery?"


That said, Crupnick encouraged retailers to embrace the digital platform as a means of extending their value
and brand to consumers, who increasingly are naming selection as their most important factor of choosing a
place to buy music, far over price and location. "If you’re not supplying them with the selection and
experience that they want, they’re going to migrate to online services quicker," Crupniek said.


For instance, the NPD study found that only 16% of consumers discover new music in record stores,
compared to 32% on radio, 21% from family and friends, and 20% from online services.


Links referenced within this article


Retail
http;llwww, billboard,bizlbbbizlindustrylretail.jsp
Digital and Mobile
http:llwww,blllboard.bizlbbbizJindustryldigital_mobile.jsp


Find this article at:
http://www.billboard.biz/bbbiz]content_display/industry/e3if6c28ca 5b32761 d85e2fdb3d94110055


~ Uncheck the box to remove the list of links referenced in the article.


© 2007 VNU eMedta Inc All rights reserved
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Sirius Satellite Radio
Reuters. SIRI.OQ Bloomberg. SIRI UW Exchange NMS T=cker SIRI


1Q fine-tuning for OEM above
and ARPU below estimates
James G. Dix, CFA
Research Analyst
(+1) 212 250-3713
james.dix@db,com


Maintaining buy on merger chances while fine-tuning TP to $4.25 from $4.75
OEM channel growth of 365k beat our 209k estimate, while retail net sub adds of
192k were in line. Subscription ARPU miss, $10.15 vs $10.37 estimate, pulls our
full-year estimate to $10.13 from $10.49, and with lower ad revenue forecast (to
$41m from $65m) moves 2007 revenue estimate to $927m from $976m. These
model adjustments aside, our Buy investment thesis remains that SIRI is a play on
economic growth of satellite radio in U.S. vehicles, w~th $0.50 per share of merger
upside, reflecting 50% estimate of done deal.


If OEMs build it, the subs will come
OEM net subscriber additions of 365k were above our 209k est, while retail/rental
net sub additions were 191k, in line with our 187k estimate. Avg monthly churn
was 2.3%, below our 2.4% estimate, reflecting some seasonal increase from
2.0% in 4Q due to increase renewal opportunities one-year year post-Stern launch¯
SAC per gross add was $104, above our $95 estimate, reflecting the greater-than-
expected mix of OEM subs.


Our 2007 estimate for adjusted loss from ops goes to $345m from $307m
S~rius reaffirmed all full-year 2007 guidance, including 8+m YE subs, full-year
revenue "approaching" $1bn, and $95 in SAC per gross sub add. We infer that
retad subscriber growth in 2Q-4Q will be less than we had expected, but keep our
OEM growth estimate for 2Q-4Q basically unchanged. As to the merger, we are
incrementally more cautious about the size of program synergies, but leave our
estimate of deal approval at a good possibihty.


Buy rating reflects 12-mo TP of $4.25 and 50% change of merger approval
Our target price is based on a DCF assuming 14.1m Sirius subs by 2010, 28m by
2020, a 4% TVG and 14% WACC and merger analysis assuming $3.2bn in
synergies and 50% probability of deal completion with few material conditions.
Risks include changing market for technology-driven businesses, subscriber
growth volatility, competing technologies, rising costs, and adverse legal or
regulatory developments (including failure to gain merger approval).


Year End Dec 31 2006A 2007E 2008E
1Q EPS’ -0 33 - -
2Q EPS -0.17 - -
3Q EPS -0 12 - -
4Q EPS -0.17 - -
FY EPS (USD) -0¯79 -0.46 -0,37
Revenue (USDm) 637 2 926.6 1,224.5
Source Deutsche Bank esbmates company data


¯ Includes the impact of FAS123R requiring the expensing of stock options


Deutsche Bank


Price at 1 May 2007 (USD) 2.87
Price Target 4.25
52-week range 4.75 - 2.77


Target Pnce 4 75 to4,25 ¯ -10,5%
EPS (USD) -0 48 to -0.46 ~l" -4.5%
Revenue (USDm) 976 3 to 926.6 4, -5,1%


200 10


100 4
50 2


0 0


5/05    11/05 5/06    11/06
Rel. to S&P 500 (L.H Scale)


~ Sinus Satelhte Rad (R.H. Scale)


Performance (%) lm 3m 12m
Absolute -10.3 -22 4 -38 1
S&P 500 4.6 2 8 13 9


Market Cap (USDm) 4,057.8
Shares outstanding (m) 1,413.9
Free float (%) 100
Volume (1 May 2007) 24,687,882
Option volume (und shrs., 1M av9 ) 1,286,340


O


Deutsche Bank Securities Inc.
All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from
local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies.
Deutsche Bank does and seeks to do business with companies covered in its research reports. Thus, investors should
be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.
Independent, third-party research (IR) on certain companies covered by DBSI’s research is available to customers of
DBSI in the United States at no cost. Customers can access this IR at http://gm.db.com, or call 1-877-208-6300 to
request that a copy of the IR be sent to them.
DISCLOSURES AND ANALYST CERTIFICATIONS ARE LOCATED IN APPENDIX 1
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OEM lever lifts 1Q


Sirius Satellite Radio: 1Q07 results


(in m except per unit data) 1Q07A 1Q07E Diff. 1Q06A


Income statement


Total revenue $ 204.0 $ 210.2
Net ad sales revenue $ 6.7 $ !6.2


Operating expense $ 312.3 $ 329.3
EBITDA $ (108.3) $ (119.1)


Margm .......
Equity grants to3rd parties/-ees $ (24.3) $ (59.6)
EBITDA pre-equitygrants $ (84.0) $ (59.5)


EPS ($0.10) $ (0.10)


(6.15) $ 126.7
(9.5) $ 7.3


(16.98) $ 547.9
10.83 $ (421.2)


35.33 $ (284.6)
(24.50) $ (136.7)
(0.00) $ (0.79)


Operating metrics


Net subscriber additions (000) 550 420
Churn 2.3% 2.4%
TotalARPU $10.10 $ 10.37r sac per gross activation $ 104 $    95


Source Company documents, Deutsche Bank ,~ecur~ttes estimates


131 761
-0.1% 1.8%


$ (0.27) $ 10.15
$ 9 $ 113


Year-over-Year
Growth


1Q07A 1Q07E


61.1% 65.9%
-8.4% 121.2%


-43.0% -39.9%
NM NM


NM NM
NM NM
NM NM


-27.7% -44.9%
28.9% 34.7%
-0.5% 2.1%
-8.O% -15.5%


OEM channel gives long-term and near-term benefits
For 1Q, Sirius had 193.0k retail net subscriber additions, a 1.2k decline in Hertz rental car
subscribers, for net retail/aftermarket subscriber growth of 191.8k, ahead of our 187k
estimate. OEM net adds of 365k were above our 209k est. Avg monthly churn was 2.3%,
below our 2.4% estimate, reflecting some seasonal increase from 2.0% in 4Q due to
increase renewal opportunities one-year year post-Stern launch.


ARPU missed, due to increasing family plan and multi-year mix
1Q07 total revenue of $204m was below our $210m estimate by 2.9%, as subscription
ARPU of $10.10 was below our $10.37 estimate by 2.6%. Family plan mix rose to 16% at the
end of 1Q vs 15% at the end of 4Q. In addition, some increase in mix of discounted longer-
term plans contributed secondarily to the lower subscription ARPU. Ad sales revenue of
$10.1 m missed our $16.2m estimate, reflecting comparisons against special advertising from
the launch of Howard Stern’s show and a sluggish national advertising market for radio
generally.


1Q SAC of $104 slightly missed our $95 estimate
We attribute the higher than expected SAC to higher than expected mix of subscribers in the
OEM channel, which has a higher SAC per gross subscriber addition than retail. That said,
SAC per gross add was down 8% YoY, reflecting declines in both the OEM and retail
channels, largely due to lower equipment subsidtes with newer generabons of receivers.


Page 2 Deutsche Bank Securities Inc.
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Adjusted loss from ops of $84m missed our $57m loss estimate
The main drivers of the negative variance versus our estimates were 1) higher SAC expense,
$I00m vs our $81m estimate, and 2) lower revenue ($6m variance). Sirius for the first time
disclosed a line item for revenue share and royalties, $27.1m vs $13.5m last year. This line
item contains music royalties, previously in program expense, and OEM and other
distribution revenue shares, previously in sales and marketing expense. By our analysis,
program expense, sales and marketing, and revenue share and royalties were slightly better
than our estimate, at $116.7m vs our $120.1 m estimate.


We expected shift to OEM growth, just not so much so fast


We believe that Ford’s ramp in installations was faster than we expected in 1Q. That said, we
estimate roughly 603k OEM gross subscriber additions in 1Q, up at a measured pace from
496k we estimate for 4Q06. Another driver of OEM growth in our view is the lower self-pay
churn in the OEM than the retail/aftermarket channel, which we believe is the case for both
Sirius and XM. While Sirius’ OEM channel growth is somewhat less transparent than XM’s,
given the dfffenng length of the Chrysler (12-month) and Ford (6-month) bundled plans, and
XM’s disclosure of OEM promotional sub counts and promotional convers=on rates, we do
not have any reason to believe that the dynamics of OEM conversion and self-pay churn are
materially different for Sinus than XM.


We forecast installation rates for Ford approaching 30% by year-end, and 41% for Chrysler
for full-year 2007. Mercedes leads this way with 80% installation planned for this year. While
we estimate BMW’s installation rate is closer to 60%, we believe that BMW is increasing its
bundling of Sirius in premium options packages, which tends to result in higher take-rates,
other things equal.


Sirius expects roughly 4m retail/aftermarket gross subs in 2007
Management gave this industry expectation on the 1Q call. This would imply roughly flat
retail growth for the year. Two drivers of growth that could help meet this goal are increasing
use of two important new channels, WaI-Mart and direct-to-consumer. The highest volume
retail products for Sirius are in the $79-$149 range. Despite growth from some of these less
tapped channels, we are more cautious on industry growth for the year, and assume the
satellite radio retail category finishes down 17% in 2007, on sequential quarterly
improvement. We forecast 54% market share for Sirius at retail for 2007, above the 52% in
March, we think reflected some promotional d~scounting by XM as it cleared out some of its
older inventory.


Tracking FCF
We lowered our 2007 FCF estimate to a loss of $268m from $153m. Given that the company
posted a FCF loss of c.$146m, this means we forecast negative FCF of C.$120m for the
balance of 2007. Sinus finished 1Q07 with a net cash position of $264m. Assuming that the
company spends $150m for satellite construction and launch in 2008, we forecast a 2008
FCF loss of $278m. This would leave the company in need of financing by YE 2008. The
company at present has a $100m Loral financing facility as well. Given that the company’s
2.5% convertible notes come due in 2009 ($4.41 per share conversion price), we anticipate
that the company could be in a position (absent a merger, of course) of going back to the
market to fund this convertible note liability at some point over the next two years or so.
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Sirius Satellite Radio Consolidated Estimate Changes


0n rn except per un=t data)


Income statement


2005E 2006E     %CHG 2007E
NEW NEW YR/YR OLD CHG NEW


%CHG 2008E %CHG
YR/YR OLD CHG NEW YR/YR


Total revenue $ 242.2 $ 637.2
Net ad sales revenue $ 6.1 $ 31.0


Operating expense $ 972.8 $ 1,603.7
EBITDA $ (730.6) $ (966.4)


Margin -302% -152%
Equity grants to 3rd parttes/-e~ $ (163.1) $ (442.4)
Adjusted operating ~ncome $ (567.5) $ (524.1)


EPS $ (0.65) $ (0.79)


163.1% $ 979.2 $ (52,6) $ 926.6
406.3% $ 65.1 $ (24.4) $ 40.7
64.8% $ 1,505.4 $ (86.8) $ 1,418.6


NM $ (526,2) $ 34.2 $ (492.0)
-49.7% -54% 1% .53%
171.3% $ (217.4) $ 70.0 $ (147.4)
-7.7% $ (308.8) $ (35.8) $ (344.6)


NM $ (0.48) $ 0.02 ($0.46)


45.4% $1,293.6 $ (69.2) $ 1,224.5 32.1%
31.1% $ 89.5 $ (1.3) $ 88,2 116.7%
-11.5% $1,637.1 $(47.8) $ 1,589.2 12.0%


NM $ (345.8) $(18.9) $ (364.8) NM
-65.0% -27% -3% -30% -43.9%
-66.7% $ (217.4) $ - $ (217.4) 47.5%
-34.2% $ (133.5) $ (13.9) $ (147.4) -57.2%


NM $ (0.35) $ (0.02) ($0.37) NM


Operating metrics


Net subscriber additions (000) 2,173 2,708 24.6% 2,002 (t6)
Subscribers, EOP 3,317 6,025 81.7% 8,027 (16)
Churn 1.5% 1 9% 24.7% 2.3% 0.1%
Total ARPU $ 8,78 $ 10.45 19.0% $ 10.47 $ (0.34) $
SAC $ 139 $ 114 -18.0% $    95 $ (1) $


1,986 -26.7% 2,139 (329) 1,811 -8.8%
8,011 33.0% 10,166 (345) 9,821 22.6%


24% 27.6% 2.5% 0.0% 2.6% 8.1%
10.13 -3.1% $ 11,00 $(0.43) $ 10.57 4.4%


95 -16.8% $ 81 $ (0) $    81 -15.0%


Source Company documents, Deutsche Bank Securtt~es estimates


Fine-tuned 07E adj. op. income to $345m loss from $307m loss


We have revised our key operating estimates as indicated in the above table.


2008 ests are 9.8m YE subs, $1.2bn in rev and $278m FCF loss
Our 2008 subscription ARPU estimate goes to $10.57 from $11.06, a 4% increase off our
now lower 2007 ARPU estimate of $10.13. Our FCF loss estimate for 2008 reflects a capex
estimate for 2008 of $217m, which includes $150m for the additional geostationary satelhte.


Investment conclusion
We leave intact our Buy rating, while lowering our 12-month target price to $4.25 from $4.75
(please see DCF and synergies models on following pages), after fine-tuning our model after
1Q results and 2007 guidance Our key 2007 estimate changes are 6% lower retail net sub
add estimate, offset by higher OEM net sub add estimate, and 5% lower revenue estimate.
We view as positive for the satellite radio sector the increasing installation rates by Sirius’
OEM partners We continue to believe the market has grown too pessimistic on the
probability of merger approval, which also supports our Buy rating.
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EBITDA


Free Cash Flow
Plus’ Cash Interest Expense
Less Income Tax Credit (35 0%)
Unleveted Free Cash Flow


2004A 2005E 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E 2014E    2015E    2016E 2017E    2018E    2019E 2020
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020


($590) (8731) ($966) ($492) ($365) ($179) $26 $270 $473 $673 $826 $981 $1,095 $1,218 $1,333 $1,440 $1,535


($427) ($334} ($501) ($269) ($278) ($161) $152 $107 $312 $558 $1,030 $1,190 $1,352 $1,521 $1,464 $1,272 $1,434
6 15 44 57 69 91 99 98 96 23 0 0 0 0 0 0 0
0 (5) (16) (20) 124) 132) (35) (34) 134} (8) 0 0 0 0 0 0 0


($422) ($324) ($472) ($231) ($233) ($102} 8216 $170 $374 $573 $1,030 $1,190 $1,352 $1,521 $1,464 $1,272 $1.434


YE~ YE07 YE08


Plus
End of Year Cash $4868 $2179 $100
In4hmmonay Warrant proceeds 0 0 0 0 0 0
Subtotal cash ÷ proceeds 486 8 217 9 10 0


Lass
Long-Term Debt (1.0682) (1.0682) (1,031 7)
Debt adjustment (converls-m-the-money) 0 0 36 5 0 0
Bank Debt / Olher Debt (50 3) (50 3) (198 4)
Subtotal debt + other (1,118 6) (1,082 1) (1,230 1)


Plus
Valua of options


Net Equity Value


Treasu~ Mathed Shares Outstand=ng


Ec~ui~ Valua Per Shara


Median
Pdce cn 5/1/07
Upside to Targat Pnce Per Share


IDCF assumptions
Subscribers, EOP (tnm)
Subsonbers growth
ARPU
ARPU growth
Advethstng growth
Revenue growth


Unlevered FCF ~rowth rate


EBITDA growth
EBITDA margin
Adjusted operating income margin


Source Deutsche Bank Secur~hes Inc estimates and company mformahon


O0 O0 O0


$5,324 $6,074 $6,826


1,544 3 1,544 3 1,544 3


$3.45 $3,93 $4.42


$4 18
$2 90 $2 90 $2 90
18 9% 35 6% 52 4%


28 033 60 80 98 121 14.1 161 179 194 20,9 22.2 234 24.7 25,8
269


13%0%


190% 82% 33% 23% 23% 17% 14% 11% 9% 8% 6% 5% 5% 5% 4% 4%
$1034 $ 1045 $1013 $10,57 $1103 $11.44 $1183 $1179 $1197 $12,12 $12.24 $1235 $12.48 $1259 $1270 $1282


11% -31% 44% 43% 37% 16% 14% 16% 1,3% 1.0% 0,9% 10% 00% 09% 10%
577% 406% 31% 117% 24% 20% 23% 11% ~,’~ 8% 7% 10% 5% 5% 4%
262% 163% 45% 32% 28% 24% 18% 14% ti% 10% 8% 7% 6% 6% 5% 5%


NM NM NM NM NM NM 942% 77% 41% 23% 16% 14% 11% 0% 8% 7%
-302% -152% -53% -30% -11% 1% 12% 18% 23% 26% 28% 30% 31% 32~ 33% 34%


NM -82% -37% .12% 2% 13% 21% 27% 31% 33% 35% 36% 37% 30% 38% 39%
NM NM NM NM NM NM -21% 120% 53% 80% 15% 14% 13% -4% -13%
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12-month target price estimate - merger scenario
(numbers in millions except per share)


XMSR Enterprise Value (YE07)
SIRI Enterprise Value (YE07)
Present Value of Cost Synergies
SIRI+XMSR Enterprise Value
Total Net Debt


SlRI’s Cash
SlRI’s Total Debt
SlRI’s Net Debt
XMSR’s Cash
XMSR’s Total Debt
XMSR’s Net Debt
SIRI+XMSR Total Net Debt


SIRI+XMSR Equity Value
Number of Shares
XMSR (334*4.6)
SIRI
Total number of shares


$5,668
$6,938
$3,183


$15,790


$218
($1,082)


($864)
$152


($1,793)
($1,640)
($2,504)
$13,285


1,536
1,544
3,081


SIRrs value per share - stand alone $3.93


SIRI+XMSR Target Price (S/share) $4.31


Likelihood of merger approval w/o subst, conditions
Probability-weighted SIRI target value per share


Source Deutsche Bank Secun#es Inc osOmates


50%
$4.12


Satellite Radio Industry Subscribers
, % Change Yr IYr
’ Industry Net Additions


Sirius Satellite Subscribers
3eg~nning of Pedod Sirius Subscribers


;ross Additions
¯ % Change Yr /Yr


,isconnects
¯% Monthly Chum (1)


’qet Additions
¯ % Change Yr. ! Yr.
, % oi Industry Nel Additions


End of Period 81rlus Subscribers
, We~ghled Av~age SubscnbePs
, % of Industry Subscribers


Sirius Satellite Net Addition Breakout
OEM Market


, % of sinus Satellite Net Additions
Retail/Hedz


¯ % of Sm~s Satellite Net Addl6o~s


Sirius Satellite Subecdber Breakout
OEM Market


, % of Sinus Satell=te Subscnbers
Retail/Hertz


, % of Sinus SateEtle Subscnbers
Source Company reports and Deutsche Bank estimates


9,250
111 5%


4,877 1


2,519
155.4%


(346)
1,5%


2,173
146 4%
44 6%


3,317
2.121 2


35 9%


620
28 5%


1,553
71 5%


824
24 8%


2,493
75 2%


10,580 11,578 12,305 13,653
102 7% 85.8% 70 7% 476%
1.330 1 998 5 7271 1.347 9


3,317 4,075 4,678     5,119


961 831 732     1,235
1708% 920% 574%


(199) (230) (291) (3291
1 8% 1.8% 2 0% 2,0%
761 600 441 905


149 2% 64 1% 22 8% -208%
572% 601% 607% 672%


4,078 4,678 6,119 6,025
3.782.6 4.354 4 4.848 3 5.415 4


38 5% 40 4% 41 6% 44


225 325 236 349
29 6% 54 1% 53.8% 38 5%
536 276 205 556


704% 45 9% 46A% 61 5%


1,049 1,374 1,610 1,959
25 7% 294% 31 5% 32 5%


3,029 3,305 3,509 4,066
743% 706% 685% 675%


13,653
476%


4,4036


3,317


3,758
49 2%


(1,050)
1 9%


2,708
24 6%
61 5%


6,025
4,5352


441%


1,135
41 9%
1,573
581%


1,959
32 5%


4,0~6
67 5%


16,995 20,382 24,493 28.490 16,995
606% 76 0% g&O% 1~ 7% 24


3,342.2 3,3867 4,110,7 3,997 2 3.342 2


6,025 6,581 6,982 7,378 6,025


988 876 881 1,246 3,999
2 9% 5 5% 20 3% 1.0% 64%


(438) (475) (486) (614) (2,013)


550 401 395 633 ~


6,581 6,962 7,378 8,011 I 5,011


365 277 299 206 I 1,146


192 124 96 427I 840


2,324 2,601 2,900 3,105I 3,105


4,257 4,382 4,478 4,905 4,905


20,382 24,493 28.490
19 9% 20,2% 16 3%


3,386.7 4.110 ? 3,997 2


8,011 9,821 12,065


4,576 5,513 6,073
14 4% 20.5% 10 1~


(2,765) (3,269) (4,074]
2,6% 2,5% 2 6~


1.811 2,244 1,999
-8,8% 23 ~-~ -10 9~


53 5% 54 6% 50 0~


9,821 12,065 14,064
8,826,4 10,831 2 12,964 9


48 2% 49 3% 49.4~


1,150 1,622 1,424
63 5% 72.3% 71.3~
660 623 574


36 5% 27.7% 28 7~


4,256 5,877 7,302
43 3% 46 7% 51
5,565 6.188 6,763
56 7% 51 3% 48 10,~
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2004A 2005A 1Q06A 2Q06A 3Q06A 4Q06A 2006A 1Q07A 2Q07E 3Q07E 4Q07E 2007E 2008E 2009E 2010E
Revenue
Subscnher Revenue. Net Rebata & Ex-Acl $60 8 $216 8 $110 0 $134 7 $152 7 $161 4 $558 0 $188 1 $2024 $215 5 $211.0 $817 0 $1.091 4 $1.403 2 $1.752 1


¯ Revenue I Avg Sub I Month (C=A÷B} $9 65 $6 70 $9 69 $1031 $16 50 $0 94 $10 12 $0 96 $9 97 $10 02 $928 $,9 84 $1031 $10 80 $1126
Subsr~p6on ReVere 652 2324 119 3 139 6 156 9 177 1 5933 191 2 204 8 2174 216 7 832 1 1106 3 1416 9 1772 9


¯% ChangeYr IYr 3739% 2565% 1725% 1801% 1446% 1449% 1553% 71 1% $05 $04 $03 402% 330% 281% 251"4
¯ 8ubscdphen ray IAvg 8ublMonth (A) $1058 $1052 $1027 $1047 $1062 $1017 $1038 $1020 $1009 $10tl $941 $1002 $1045 $1090 $1140


Hmdw~re Rebate (4 4) (15 5) (9 3) (52) (4 2) (15 7) (34 5) (3 1) (24) (1 9) (7 5] (15 11 (140) (13 7) (20 8;
¯ Rebate/Avg Sub/Men51 (0)


AchvaPon Fees
¯ ReveaL~lAvg Sub/Month (D)


Subscnber Revenue, Net Rebate
¯ Reposed ARPU (E=C÷O)


Advertls=ng, Net
¯ % Change Yr / Yr
¯ ReVenUe / Avg Sub / Month
¯ % of Tc~al Revenue


Equ~pmenl & OIh~r Revenue
Total Revenue


¯ % Change Yr IYr
¯ Total Revenue I Avg Sub I Moath


Programming Expense
¯ % Change Yr / Yr


Customer Care and Bdllng


Gross Profit
¯ % Change Yr I Yr
¯ % of TolaI Revenue


($0 73) ($0 61) ($0 41) ($040) ($0 29) ($0 07) ($0 63) ($016) ($012) ($0 09) ($0 33] ($0 18] ($0 14) {$011) ($0 131
21 $68 52 29 26 58 $166 26 21 17 176 $240 $284 $304 $279


$028 $027 $046 $022 $018 $036 $030 $014 $010 $005 $078 $020 $027 $023 $018
$62 9 $223 6 $115 2 $137 6 $155 3 $167 3 $575 4 $190 8 $204 5 $217 1 $228 6 $841.0 $1,119 8 $1,433 6 $1,780 0
$1002 $1034 $1015 $1054 $1068 $1039 $ 1045 $ 1010 $ 1007 $ 1010 $ 986 $1013 $1057 $1103 $1144


09 61 73 81 71 85 310 67 98 107 13,5 407 882 1094 1311
$68 5767% ........ 4(~3% -84% 200% 500% 600% 311% 1167% 241% 158~(


$012 $024 $065 $062 $049 $052 $057 $038 $048 $0~0 $059 $049 $083 $084 $084
14% 25% 58% 54% 43% 44% 49% 33% 43% 44% 53% 44% 72% 70% 68~
31 125 41 43 45 177 308 65 129 128 128 450 165 198 219


$669 $242.2 $126.7 $150.1 $1671 $193.4 $637,2 $204.0 $227.0 $2405 $254.9 ~926.6 $1,224.5 $1,562.9 $1,933.0
4194% 2623% 1924% 1876% 1501% 1420% 1631% 611% 513% 440% 319% ~454~ 321% 276% ~ 237°,{
$1065 $1089 $1116 $1149 $1149 $1190 $1171 $1080 $1118 $1119 $1122


1551116
$1156 $1202


/     $1242($63 2) ($98 6) ($56 4) ($53 O) (55 9) ($64 8) ($230 2) ($57 1) {$53 0} ($67 1 ) ($80 3] 257 5} ($283 9) ($310 4) ($339 4]
1G91% ~1% 1305% 2283% 1375% 883% 1434% 11% 06% 200% 238% / 118% 103% 93% / 93~
(223) (467) ($158) ($137) (147) (239) (681) (217) (233) (246) (325’, / (1021] (1155) (1300)/ (1556]


(27 1) (30 6) (33 0) (35 4] / (126 2] (171 4) (234 4)/ (309 3]132%136% .......,i,35, ,49%150;t 150,
(3 5) (11 8) (3 5) (3 5) (62) (22 1) (35 2) (9 3) (32) (3 2) (29 4] (450] (16 5) (19 (21 9:


($22 1) $85.2 $50.9 $80,0 $90 3 $82.5 $303,7 $85 9
1 III( "$116 9 $112,7$77.3 $395 9 11=$636.25568.251,106,8 ....


Satellite and Transmission
, % Change Yr IYr


General and Adm~n~st ratlve
¯ % Change Yr / Yr
¯ % cl Total Revenue


Research and Development
¯ % Change Yr / Yr


Pre-Marketing Cash Flow
¯ % Change Yr I Yr
¯ Pre- Mad{elm~ Cash Flow Mar~n


Sales, Marketing and Subsidy Costs
Sales and Ma~’kehng


¯ % Change Yr /Yr
Subscriber Acq Costs


¯ $ i Gross Add~lon


(831 2] ($27 9] ($7 3) ($17 7) (7 1 ) ($7 2] (39 2) ($7 3) ($8 1 ) ($7 4) ($7 8] ($30 7; ($32 2) ($35 8) ($37 6:
44% -106% 72% 1652% -19% -19~( 408% 50% 50% 50% 97~ 50~ 50% 56% 50~4


(44 0] (59 8) (19 1 ) (21 7) (23 5) (23 2] (87 5) (23 4) (23 2) (25 1 ) (21 9: (93 6’, (98 3) (103 2) (108 4
216% 359% 291% 533% 684% 500"~ 463% 69% 66% 69% 69~ 69~{ 56% 56% 50~


101~ 50% 66% 56~
(305] (447] (1~-~) (128) (205) (128] (587) (114) (124) (199) (133] (57.0; (530) (493) (493


($127,8] ($47.3] $11,8 $27,9 $39,2 $39 3 $116,2 $46,9 $73 3 $60 3 $34,3 $214.6 $452 7 $679.9 $911.6


($153 9; ($170 6] ($39 3) ($56 6) (415) ($85 1] ($222 5) ($32 5} ($45 5) ($33 6) ($68 2: ($180 1: ($204 5) ($228 4) ($257 1
2741{ 108% 76% 672% 86% 294~ 304% -106% -196% -160% -106~ -180~, 135% 117% 126~


(173 7; (349 6’, ($1~9 1) ($108 7) (80 9) (121 0] (419 7) (98 2) (93 8) (92.5) (94 61 (379 11 (395,6) (413 3) (411 2
$176 $138 $114 $131 $110 $100 $112 $104 $107 $105 $72 $85 $81 $73 $05
$177 $139 $113 $131 $114 $103 $114 $104 $107 $105 $72 /~$85 $81 $73 $05
$162 $144 $119 $155 ~121 $90 $118 $105 $106 $103 $73 ,,/      $85 $81 $73 $65


TotalSubscriberAcq. Costs           ($32761 ($5202: ($1484) ($1653) ($1223) ($2062; ($6422) ($13~$28o) ($1396) ($1261) ($16291 /{$55931 ($6001) ($6417) ($6683
¯ TotalSatas, Mkttag&SubalSy/GrossAd~5on $332 $206 $155 $199 $187 $167 $171


~20     $18
23


~ $140
$131 $116 $110


Equity granted to th=rd padres and employees (134 11 (163 1: (284 6) (67 3) (434) (47 1] (4424) (24 3) (47 3) (43 4) (32 4 (14741 (2174) (217 4) (2174


IOperattng Cash Flow (EBITDA)
¯ % Cbange Yr IYrI ¯ EBITOA Morgln


Interest Expense
Interest & Other Income
Depreclahon and Amodlzahon
Net fncome I (Loss) before Taxes


Extraordinary Items
Net Income / (Loss)


Preferred Stock D~v~dends
Preferred Stock Deemed D~wdends
Net InTerne / (Loss) Attrib. to Common


Average Basic Shares Oulstandlng
Average Dduled Shares Outstanding


EPS - Diluted
Pro Forma Adlustments
Pro Forma Net Income
Pro Foi’ma EPS ¯ Diluted
Free Cash Flow
Free Cash Flow per Share - Diluted


($589.5:


($730.6: ($421.2)($204.7) ($126.6) ($213.9; ($966.4) ($10B~j3M} ($113~jSM) ($I06~3M) ($160~19k ($492.0:


($364.5) ($1791) $2g.9
-- Nk -195 9% -43 5% 11 1% 21 5~     NI~ N~ NM NM N~


¯ 881 8~ -301 6~ ........... 15171{ ........ 53 1=~ -296% -11 5% 1 3~


(41 4 (454: (17 1) (157) (159) (153: (64 0] (15 2) {152) (15 2) (24 5 {70 1 (74 5) (90 1 ) (101 3
117 13,5 55 59 78 113 334 50 20 13 13 100 34 03 03


(954: (98 6; 124 9) (25 7) (276) 127 5; (1057) (268} ~23 0) (23 0) 120 1)i 192 9 (91 O) 1105 9) <120 B
($714.5 ($8607; ($457,8) ($2372) ($162,3) ($2455: ($1,102.9] ($144.2) ($149.8) ($1462) ($204.2); ($644.41 ($5269) ($374,8} ($195.9


00 00 00 00 00 00 0,0 00 00 00 00 00 00 00 00
($718,7 {$863.0 {455.5) (2379) (162.9) (245.61 ($1,104.9] (144.8) (150,3) (146 8) (204.7) {$646.6 ($529 1) ($377.0) ($198,1


00 00 00 00 00 00 00 00 00 00 00 00 00 00 00
00i 00 00 00 00 00 00


($718,7)i ($863 0 ($458,5) ($237,6) ($162,9} ($245,6) ($1,1049]


1,235 4 1,325 7 1,370 0 1,371 0 1,405 3 1,413 9 1,402 6


($0,55) ($0.65)I ($0,33) ($0,17) ($0.12) ($0.17) ($0.79]
00 00 00 00 00 00 00
(0 5) (07) (0 3) (0 2) (0 1) (0 2) (0 81


($0 58) ($0 65) ($0,33) {$0,17) ($0.12) ($0,17) ($0 791
H27 3) (333 6) (1648) (133 2) {2274) 247 {50071
($0.35) ($0.25) ($0.12) ($0 09) ($0 16) $0.02 ($0.36;


Reconelhatlon of GAAP operating income to adjusted operating
Operahnglncome (adlusled)             I (6~ 0)I (8291)I (~6 2) (219 5) (154 2) (2414)


Plus deprethahon & amodlzahon I 95 4 95 6 24 9 25 7 27 6 27 5
Plus Egelty granted to 3rd parhes & emplol 134 1 163 1 284 6 67 3 43 4 47 1


Adlusled operating income (455 4) (567 5) (136 7) (126 5) (83 2) (166 8)
¯ Ad~ operating income margin NM NM NM -84 3% -49 8%


Source Company reports and Oeutsche Bank estimates


O0 O0 O0 O0 O0 O0 O0 O0
($144.8) ($150.3) ($146.6) ($204.7) ($646,6) ($529,1) ($377.0) ($198.1


1.414 9 1.415 9 1,416 9 1,417 9 1,413 9 1.413 9 1,413 9 1,4t3 9
1,457 0 1.415 9 1.416 9 1,417 9 1,413 9 1,417 9 1,505 2 1.505 2


($0,10) ($0.11) ($0,10) ($0.14) ($0.46) ($0.37) ($0.25) ($0,13
00 00 0,0 00 00 00 00 00


(0 1) (0 1) (0 1) (0 1) (05) (04) (0 3) (0
($0.10) ($0.11) ($0.10) ($0.14) ($0.46) ($0 37) ($0.25) ($0.13
(1404) (153 6) (40 1) 71 6 (268 6) (275 1) (160 6) 151 6
($0.10) ($0.11) ISO 03) $0,05 150.19) ($0.20} ($0.11) $0.10


(1350) (1366) (1323)
268 23 0 23 0    20 1
243 473 434 324


(84 o) (r~ 3) (65 8)
-41 2% -29 2% -27 4%


(4555) (285 o)
91 0 105 9 120 8


2174 217 4 217 4
(1474) 38 3
-12 0% 24%
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Net Income I (Loss)
Plus. Depre(~a0on and AmortlzaSon
Pies Non-cash Interest
Plus Non-Cash Compensation
Ptus Stern Adjustment to Cash
Plus. NFL Adjustment to Cash
Pies NASCAR Ad~ustmeof to Cash
Plus Change =n Net Operabng Assets
P~us other


Cash Flow From Operations


Less Capital Expenditures
Less Ceferred Satellite Payments
Less Prefened Stock Dividends


Free Cash Flow


Notes Payable Proceeds
Convertible Note Proceeds
Common Stock Proceeds
Fixed Debt Redemption
Plus Other


Ba)ance Available


Capital Leases
Beginning ol Peded
End of Pedod


2004E 2005A 1Q06A 2Q06A 3Q06A 2006A IQ07A 2Q07E 4Q07E 2007E 2008E
($7187’, ($563.01 ($458 5) ($2378) ($162 9) ($2456 ($1,104 91 ($144,8) ($150.3) ($146 8) ($2047) ($6466) ($5291) ($3770) ($198 11


95,4 986 237 237 276 237 987 26.8 23,0 230 201 929 910 1059 1208
21,9 32 125 (124) 08 (12.4 (1161 0,8 08 0,8 08 30 (01) (29) 00


134 1 163,1 284,6 67 3 43 4 47.1 442 4 24.3 47 3 4&4 32 4 147,4 217,4 217.4 217 4
O0 O0 0.0 O0 O0 0,0 O0 O0 0.0 O0 0,0 0,0 0.0 O0 O0
oo 223 56 5,6 56 5.6 223 oo 74 7.4 74 22,3 223 (24.2) (242]
0,0 (3.01 0 0 0 0 0 0 0 0 0 0 0,0 (3.8) (3 8) (3 8) (11,5) (6 o) (1.5) 0,5


1336 312,9 37,3 (273) (05 2) 168 9 637 (436) (605) 53,3 237.0 186,2 143.2 (9.5) 106.2
(0.7; ~771 1~46) 701 150) oo 0,6 26 oo oo oo 26 oo oo oo


($334 5’, ($2737} ($159,3) ($110,9) ($185 8) $41 5 ($414 51 ($1339) ($1361) ($22 7) $89,0 ($203,7) ($61.3) ($91.9) $222 5


(286] (499] (5 5) (22 3) (66.6) (5 5)I (99,81 (125) (175) (17 5) (175) (64 8) (668) (688) (70 8]
O0 00 O0 00 0,0 00i 00 00 O0 00 00 00 (1500) O0 00
O0 O0 00 00 00 00 00 00 O0 00 00 00 00 00 OO


($427.~ ($3336] ($164 8) ($133 2) ($2274) $247 ($500 7 ($1464) ($153.61 ($40.1) $71.6 11"($2686) ($278 1) ($160.6) ~$151.6


(01; (0.01 0.0 00 103 O0 O0 (03} 0,0 0.0 0.0 10.31 00 14001 00
$2329 $1203 !$16481 154332) ~$21711 $90 155164 151467) ($15361 15401) $71.6 15268.9) 152781) 15002.41 $151.6


(281 00 O0 O0 O0 O0 00 00 00 O0 OO O0 O0 O0 O0
(40 (261 00 O0 OO O8 00 00 00 O0 00 00 00 O0 00
(40 00 00 O0 O0 O0 00 00 00 O0 O0 00 00 00 00


(2921 00 O0 O0 O0 00 00 00 00 O0 O0 O0 O0 O0 00
(44 (271 00 O0 O0 O0 00 00 00 O0 O0 O0 00 00 00
(44 (38; 00 OO O0 O0 00 00 00 80 O0 O0 O8 00 06
0 0 (500 0] (000 O) (500 0) (5O0 0) (500 0) (500 0 (500 0) (500 O) (500 0) (500 0) (000,0) (500,0) (500 0) (50O 0]
00 (1801 (120) (120) (120) (120) (461 (120) (120) (120) (120) (481) (481) (481) (481
00 (4811 0O (241) O0 (241) (461 O0 (241) 00 {241) (481) (481) (481) [481
00 O0 00 O0 00 00 00 00 00 00 00 00 O0 00 0O
OO 00 O0 O0 O0 O0 00 00 00 00 O0 O0 O0 00 00
00 00 O0 O0 OO O0 O0 00 00 00 O0 00 O0 00 00


(171 (17] (17) (17) (17) (17) (17 (08) (17) (17) (17) (17) (17) 00 00
(02 00 (00) (00) (00) (00) (02 00 00 00 00 (02) (02) (01) 00
(02 (00: (00) O0 (01) O0 (02 (00) O0 O0 O0 (02) (02) (02) O0


ooo°ooo°
oo oo oo o,o oo


ooo°
oo oo oo oo oo 0.0


OoO°
go go go go go go go go go go go


oo oo oo oo 80 oo oo oo oo oo oo oo oo oo oo
(67 31 (52 2] (52,2) (52 2) (52 2) (36 5) (36 5 (36 5) (86 5) (36,5) (36,5) (36,5) 0 0 0 0 0 0


(25 (221 (05) {05) (05) 01 (13 (O3) (03) (03) (03] (13) (05) O0 O0
(25 (181 OO (09) 00 (04) (13 OO (06) 0O {061 (13) (06} O0 OO


(300 01 (300 0] (300 0) (300.0) (300.0) (000 0) (300 0 (300 O) (300 0) (300 0) (300 0) (300,0) (300.0) 0 0 0.0
(66 (75: (19) (19) (19) (19) (76 (19) (19) (19) (19] (75) (75) (09) OO
(38 (75: (38) 00 (38) 0.O (75 (38) 00 (3,8) 00 (7 5) (75) (36) 00


(230 01 (230 0] (230.0) (230 O) (230 0) (230.0) (230,0 (230.0) (230 0) (230 0) (230 O) (230 O) (230 O) (230.0) (230
(16 (75: (19) (19) (19) (19) (75 (19) (19) (19) (191 (75) (75} (75) (75
OO (751 O0 (37) 00 (37) (75 O0 (87) 0O (37] (75) (75) (75) (75
O0 00 00 00 00 O0 O0i 00 0,0 00 0.0 00 00 00 0.0


($65631 ($1.0839] ($1,0839) ($1,083.9) ($1,083.9) ($1,068,2) ($1,0682($1.0673) ($1,0682) ($1,0~82) ($1,0682) ($1,0682($1.031 7} ($7300) ($73001
($192 ($4051 ($163] ($163) ($163) ($167) ($645 ($10 t) ($161) ($161) ($16 I] ($645) ($638) ($567) ($656
($148 ($6881 ($38) ($287) ($38) ($282) ($645 ($38) ($284) ($38) ($284] ($645) ($639) ($595) ($556


(00 00 00 00 0,0 00 00; O0 00 00 0.0 00 00 0,0 00
00 00 00 00 O0 O0 0.0! 00 00 00 00 00 00 00 O0


Bank I Other Debt
Begmnlng of Penod


¯ Sa~ance Avedable Apphod
End of Penod


, Average Bank I Short Term Debt
¯ Interest Expense
¯Interest Rate


Cash, Mkt. Secs & Restricted Investments
Beginning of Penod


¯ Balance Ava~atde Applied
End of Penod


Cash


Beginning of Period DebL Net
End of Penod Oeof, Net


Convert, Pref. Stock
92% Senes A Jr. Cure Conved Pref Stock


¯ PIK prefe~ed S{ock De~d ~d


$0 0 $0.0 ($5.1) ($5 1 ) $42 0 $42 0 ($5 1) ($50,3) ($50 3) ($50 3) ($50 3) ($50 3) ($50 3) ($1984) ($700 7]
00 (51 oo 470 oo (923) (462) 00 (00) 00 (001 oo (1481) (5024) 1518
0 0 (5 1’, (5 1) 42 0 42 0 (50 3 (50 3) (50 3) (50 3) (50 3) (00.3] (50 3) (198,4) (700 7) (549 1’,
00 (25 (51 ) 185 420 (42) (277) (503) (503) (503) (503] (503) (1243) (4496) (6249


$00 ($6 0 (SO 1 ) $03 $07 ($01 ) ($19) ($09) ($6 9) ($09) ~eO 9] ($35) ($87) ($315) ($437
-- 70~ 70% 70% 70% 70% 70% 78% 70% 70% 70% 70% 70% 70% 70~4


$551 9 $763 9 $986 9 $823 5 $690 3 $352 0 $986 9 $486 8 $342 0 $188,4 $148.2 $486.8 $217.9 $10.0 $10 0
$2120 $2118 ($1846) ($1332) {$3383) $1348 ($6016) ($1467) (SI536) ($401) $716 ($2689) ($2079) $60 $00
763 9 986 9 823 5 690 3 352 0 486 8 486,8 342 0 188 4 148 2 219 8 217 9 10 0 10 0 10 0
6334 8754 9052 7569 5212 4194 7368 4144 2652 168,3 1840 3523 1140 100 100
146 18~ 20% 20% 20% 20% 30% 30% 30% 30% 30% 30% 30% 30% 30cA
91 181 45 38 78 60 221 31 20 13 14 106 34 03 03


$521.01 $7539 $5793 $7152 $5350 $3179 $8793 $4089 $2641 $1105 $704 $4089 $1401 $100 $100
$2329 $1254 ($1648) ($1803) ($217 1) $910 (84711 ($1467) ($1536) ($401) $718 ($2689} ($1301) $00 $00
753 9 879 3 715 2 535 0 317 9 408,9 408.9 2~4 1 110 5 70 4 142 0 140 1 10.0 10 0 10 0
6225 8166 7972 6251 4264 3634 6441 3365 1873 905 1(:62 2745 750 100 100


9% 191 70 55 37 32 225 29 16 08 09 96 26 04 04


$357 1 $1076 ($102 1) ($2654) ($351 6) ($5900) ($102 1) ($6318) ($7757) ($9302) ($9703] ($631 8) ($900 7) ($1,220 t) ($1,4207
1076    (1021 (2654) (3516) (6900) (6315) (6318) (775,7) (9302) (9703) (8987] (9007) (1,2201) (1,4207) (1,2691


$5 0 $00 $0 0 $00 $0 0 $3 0 $00 $00 $00 $0 0 $0.0 $0.0 $00 $0.0 $0 0
$60 $00 $00 $60 $00 $60 $00 $00 $60 $00 $00 $00 $00 $00 $00
$60 $00 $00 $00 $00 $00 $00 $00 $60 $60 $60 800 $00 $60 $00
go o,o go go go go go o.o go go go go go go go
$60 $60 $oo $00 $00 $0o $oo $oo $60 $00 $00 $00 $00 $60 soo
$60 $60 $60 $00 $0o $60 $oo $00 $00 $00 $00 $00 $00 $60 $00
O0 O0 O0 O0 O0 O0 O0 O0 O0 0.0 O0 0,0 0,0 O0 0,0
$0o $60 $00 $60 $o0 $oo 80o $00 $00 $00 $60 $00 $60 $o0 $00
$60 $00 $00 $00 $00 $00 $00 $00 $00 too $00 $00 $68 $60 $00
o,o o,o go go o.o go o,o go o.o go go o,o go o.o go
$00 $60 $oo $60 $60 $00 $o0 $oo $oo $00 $60 $00 $00 $00 $00
~00 $00 =00 $60 $60 ~00 ~00 ~00 $60 ~00 ~00 300 ~00 ~00 ~00
$00 $00 $00 $0.0 $00 $00 $00 $50 $00 $00 $0.0 $00 $00 $00 $00
$00 $00 $00 $8o $60 $00 $00 $0o $60 $oo $60 $60 $00 $00 $00
~0 $oo $oo $oo $60 800 $00 $o0 $6o $oo $60 $00 $00 $00 $00


$357 $1076 ($102 1) ($2654) ($351 6) ($6900) ($1021) ($6318) ($7757) ($930 2) ($970 3’, ($631 8] ($9007) ($I,2201) ($1,4207
1076 (1021 (265,4) (3516) (6900) (6318) (631.8) (7757) (9302) (9703) (898T, (9007) (1,2201) (1,4207) (1,2691
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(000S) 2004A 2005A 1Q06A 2Q06A 3Q06EA 4Q06A 26O6A 1Q07 2Q07 3Q07 4Q07 2007E 2008E 2009E 2010E


OEM exclusive tactory-installed option.
OalmlerChrysler


Total Production 2,176 2.220 556 550 562 595 2,262 494 488 499 528 2.009 2,050 2,091 2,132
% Offenng SIRI 49% 82% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 100% 100% 100%
Inslallat~on rate 3% 22% 37% 37% 40% 40% 39% 43% 43% 43% 43% 43% 50% 55% 69%
8atelhte-equlpped 87 401 195 193 213 226 827 202 199 204 216 821 1,025 1,150 1,322


Growth 108% 359% 147% 133% 157% 45% 107% 3% 3% -5% -5% -1% 25% 12% 15%
Sales 279 155 196 193 213 758 275 202 199 204 880 971 1,117 1,277


Model year basis 65 279 758 847 1,007 1,144 1.316
Cumulahve sat-equip 129 530 725 918 1.132 1,358 1,357 1,559 1,758 1,962 2,178 2.178 3,203 4,352 5,675


C~nvers~on rate 100% 100% 100% 100% 100% 81% 100% 56% 55% 55% 55% 55% 60% 60% 60%
Gross sub adds 87 401 196 193 213 226 828 275 202 199 204 880 971 1,117 1,277


Ford
Total Production 3,487 3,422
% Offenng SIRI 20% 20%
Inslallahon rate 5% 9%
Satelhte-equlpped 35 58


Growth 1732% 67%
Sales 42


Model year bas~s 27 42
Conversion rote 100% 100%
Gross sub adds 35 58


BMW
Total Produchon 292 298
% Offenn9 SIRI 55% 98%
Instatlallon rate 44% 22%
Satelhle-equlppod 75 64


Growth 549% -15%
Sales 85


Model year basis 50 85
Conversion ~ata 100% 100%
Gross sub adds 75 ~4


Marcedes Benz
Total Production 219 223
% Offering SIRI 55% 90%
Inslallatlo n tale 44% 40%
Satathte-equ~pped 56 80


Growth 38G% 43%
Sales 88


Model year bas~s 41 88
Conversion rate 100% 100%
Gross sub adds 56 80


Tolal Produchon 160 1 t 9
% Offenng SIRI 5%


Growth NM NM
Sales 1


Model year bas~s
Conversloa rale 50%
Gross sub adds


727 801 760 800 3,088 698 682 730 856 2,96O 3,6O9 3,053 3.097
20% 28% 28% 51% 32% 85% 85% 85% 85% 85% 95% 95% 97%
10% 13% 15% 67% 26% 34% 34% 34% 34% 34% 48% 53% 60%
15 29 32 275 258 202 197 208 244 845 1,372 1,537 1.802


70% 241% 107% 979% 343% 1288% 576% 551% -11% 229% 62% 12% 17%
26 15 29 32 101 226 202 197 208 833 1,230 1.490 1,726


100% 100% 100% 51% 56% 55% 55% 55% 60% 60% 60%
15 29 32 275 350 ~ 226 202 197 208/ 833 1,230 1,490 1.726


69 69 69 69 275 72 72 72
98% 98% 98% 98% 98% 99% 99% 99%
20% 24% 21% 80% 36% 37% 37% 37%
13 16 14 54 98 26 26 25


-15% 1% -12% 236% 52% 06% 63% 87%
16 13 16 14 60 54 26 26


60
100% 100% 100% 81% 100% 56%


13 16 14 54 98 54
55% 55%
26 26


56 50 56 56 224 56 58 58
t00% 16O% 100% 100% 109% 100% 100% 100%
40% 40% 40% 70% 48% 80% 80% 80%
22 22 22 39 107 46 48 46
12% 12% 12% 96% 33% 106% 106% 106%
20 22 22 22 87 39 46 46


87
100% 100% 100% 81% 100% 56% 55% 55%
22 22 22 39 107 39 46 46


72 289 294 300 306
99% ~9% 100% 100% 100%
37% 37% 58% 63% 55%
26 106 171 189 260


-51% 9% 62% 11% 38%
26 133 155 185 243


105 170 189 260
55% 55% 60% 60% 60%
26 133 155 185 243


58 231 /236 241 245
100% 100%~100% 100% 100%


80% 80% 90% 92% 94%
46 185 212 221 231


18% 74% 15% 4% 4%
46 178 205 219 220


185 212 221 231
55% 55% 60% 60% 60%
46 170 205 219 228


4O%


29 29 29 29
50% 50% 50% 50%
10% 10% 10% 10%


NM NM 99% 99%


55% 55% 55% 51%


118 28 28 28 28 112 114 116 118
50% 50% 50% 59% 50% 50% 50% 80% 8~
10% 3G% 30% 30% 30% 30% 40% 43% 55%


6 4 4 4 4 17 36 40 52
297% 184% 184% 184% 184% 184% 118% 10% 30%


5 1 4 4 4 14 32 39 49
5 17 28 40 52


55% 56% 55% 55% 55% 55% 60% 6G% 60%


Total production 289
% Offenng SIRI 5%
Inslallahon rala 50%
Satalhte,.equ~pped - 4


Growth NM NM
Sales 2


Model year basts 2
Conversion rate 50%
Gloss sub adds 2


59 59 59 59
50% 50% 50% 50%
10% 10% 10% 10%


3 3 3 3
NM NM 64% 64%


2 3 3 3


55% 55% 55% 61%
3 3 3 3


236 40 40 40 40 159 163 166 169
50% 100% 100% 109% 100% 100% 100% 100% 100%
10% 75% 75% 75% 75% 75% 75% 75% 75%
12 30 30 30 30 120 122 124 127


227% 914% 914% 914% 9t4% 914% 2% 2%
11 3 30 30 30 93 121 124 126
11 100 122 124 127


55% 56% 55% 55% 55% 55% 60% 69% 60%
12 3 30 30 30 93 79 86 88


Total Production 187 21
Gtoss sub adds 1 1


44 44 44 175 179 183 186
33 33 33 100 87 95 80


Total Produc|~)n
Gross sub adds


2004A     2005A    IQ06A    2Q06A 3Q06EA 4Q06A     2006A
Total Exclusive Factory-Installed (DaimtarChP/star + Ford ÷ BMW ~- Mercedes + 6otsublshlI,Gross sub adds                         264 604 247 262 203 595 1,366


Share of Iotal OEM 91% 94% 95% 95% 95% 96 % 96%
OmmChyr + Ford I Iotal OEM 44% 72% 80% 80% 62% 82% 62%


Other factory4nstalled’
Tolal production 400 46O 100 100 1~0 100 400
Gross sub adds 16 25 9 9 9 9 36


293 2g9 305
12 299 305


1Q07 2Q07 3Q07 4Q07 2007E     2008E 2009E 2010E


599 541
99% 99%
83% 74%


536 551 2,227 2,756 3,516 3,930
99% 99% 99% 99% 99% 99%
73% 74% 76% 79% 73% 75%


Dealer-lnsta6ed:
Total Producbon 835 835 185 217 201 233 635
Gross sub adds 9 11 5 5 5 6 21


Total OEM gross adds 279 640 261 277 297 610 1,443
Source Deutsche Bank Secunttes Inc estimates and company mformat~on


209 209 209 209 835 835 835 835
4 4 4 4 17 29 33 42


603 545 540 556 2,244 2,785 31551 4,022
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Exercise
Shares (’000) Price


Common Stock
Class A 1,405,114.6


Total Common Stock 1,459,922.9


Shares
Total    In-the-Money


Exercise Proceeds
Total    In-the-Money


...... 1,405,114.6 1,405,114.6 ..........


...... 1,459,922.9 1,459,922.9 0.0 0.0


Convertible Stock
2.50% converts due 2009 68,027.2
3.50% converts due 2008 38,183.3
8.75% converts due 2009 61.3
3.25% converts due 2011 43,396.2


Total Convertible Stock 149,668.0


4.41 68,027.2 0.0
1.38 38,183.3 38,183.3


28.46 61.3 0.0
5.30 43,396.2 0.0


39.6 149,668.0 38,183.3 $o.o $o.o


Options
Tranche @ $0.78 97.0 $0.78 97.0 97.0 $75.7 $75.7
Tranche @ $1.18 53,633.0 $1.18 53,633.0 53,633.0 $63,286.9 $63,286.9
Tranche @ $7.90 8,377.0 $7.90 8,377.0 0.0 $66,178.3 $0.0
Tranche @ $31.01 2,526.0 $31.01 2,526.0 0.0 $78,331.3 $0.0
Tranche @ $45.89 98.0 $45.89 98.0 0.0 $4,497.2 $0.0
2004 grants 15,425.9 $2.77 15,425.9 15,425.9 $42,729.8 $42,729.8
Karmazin + Clayton grants 32,000.0 $4.72 32,000.0 0.0 $151,040.0 $0.0
2004 exercises by employees (5,715.3) $1.15 (5,715.3) (5,715.3) ($6,601.2) ($6,601.2)
2004 exercises by others (880.2) $7.50 (880.2) (880.2) ($6,601.2) ($6,601.2)
2005 exercises by others (8,772.5) $0.10 (8,772.5) (8,772.5) ($877.2) ($877.2)
Plug in to match 2Q 06 /24,995.9/ !24,995.9!
Total Options 71,793.0 $4.05 71,793.0 53,787.9 $392,059.5 $92,012.7


Restricted stock units Grant date f.v. Total
2003 grants 16,860.0 $1.65 16,860.0
2004 grants @ $3.14 3,075.0 $3.14 3,075.0
2004 grants @ $2.92 1,286.3 $2.92 1,286.3
2004 grants @ $3.09 478.9 $3.09 478.9
Karmazin + Clayton 4,119.7 4,119.7
Other (4,619.9) (4,619.9)
Plug in to match 2Q 06 16,919.0 16,919.0
Total Restricted Stock Units 4,281.0 $2.01 4,281.0 4,281.0 $0.0 $0.0


Warrants
Ford - Oct 2002 4,000.0 $3.00 4,000.0 4,000.0 12,000 12,000.0
Penske - Jan 2004 29,868.5 $2.39 29,868.5 29,868.5 71,445 71,445.5
NFL - Jan 2004 50,000.0 $2.50 50,000.0 50,000.0 125,000 125,000.0
Radio Shack - Feb 2004 10,000.0 $5.00 10,000.0 0.0 50,000 0.0
DaimlerChrysler - June 2004 21,500.0 $1.04 21,500.0 21,500.0 22,360 22,360.0
Third Party - 2004 4,053.0 $3.16 4,053.0 4,053.0 12,807 12,807.5
14.5% high yield notes due 2009 - warrants 2,425.4 $24.92 2,425.4 0.0 60,441 0.0
Lehman 2,100.0 $15.00 2,100.0 0.0 31,500 0.0
Everest 1,740.0 $50.00 1,740.0 0.0 87,000 0.0
Other Third Party 68.0 $47.34 68.0 0.0 3,219 0.0
Plug in to match 2Q 06 1,799.9 1,799.9
Total Warrants 123,955.0 $3.78 123,955.0 109,421.5 $475,772.7 $243,612.9


Totals
Total Stock Options & RSUs 76,074.0 76,074.0 58,068.9 $392,059.5 $92,012.7
Total Dil. Common Equiv. 349,697.0 349,697.0 205,673.8 $867,832.2 $335,625.6
Total diluted shares ............ 1,809,619.9 1,665,596.6 $867,832.2 $335,625.6
Source Deutsche Bank Secunhes /nc estimates and company informahon
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Gross Additions
Sirius Satellite
KM Satellite
1"oral Gross Additions


Yo Change Yr. / Yr.
Sirius Satellite
){M Satellite
~’otal % Change Yr. / Yr.


% Gross Additions
Sirius Satelhte
×M Satellite
~’otal


2005E IQ06A 2Q06E


2.519
4,137
6,656


155 4~
60.5°.4
86 8°.4


37,8%!
62 2~


100.0%!


3Q06E 4Q06E 2006E 1Q07A 2Q07E 3Q07E 4Q07E 2007E 2008E


961 831 732 1,235
998 926 868 1,065


1,959 1,757 1,600 2,299


70.8% 92 0% 57 4% -2 5%
21.1% -2.1% -12 2% -22 7%
661% 274% 100% -130%


49 0% 473% 45 8% 53 7%
51 0% 52 7% 54.2% 46.3%


100 0% 100 0% 100 0% 100.0%


)EM Gross Additions
S~rlus Satellite 741 307 412
XM Satellite 1.958 578 518
Total Gross Additions 2,699 884 930


~/o Change Yr. / Yr.
Sirius Satellite                               2 8 149 5% 188 1%
×M Satellite 0 3 41 6% 2 2%
Total % Change Yr. I Yr. 06 666% 431%


% Gross Additions
Sirius Satellite 27 4% 34 7% 44 3%
XM Satelhte 72 6% 65.3% 55 7%
’otal 100.0% 100 0% 100 0%


3,768 988 876 881 1,246
3,857 868 1,006 978 1,280
7,616 1,867 1,883 1,859 2,526


49 2°/{ 2 9% 5.5% 20.3% 1
-68~ -130% 87% 127% 202°~
14 4~ -5.2% 7.2% 16 2% 9 9%


3,999 4,576
4,132 4,884
6,131 9,460


6.4% 14
71% 182%
68% 163%


49 3~ 53 2% 46 6% 47.4% 49.3~ 49.2% 48 40,‘


50 7~ 46 8% 53 5% 52 6% 60.7% 50.8% 51.6%
100 0~ 100 0% 100 0% 100.0% 100.0% 100.0% 100.0%


364 496 1,579 603 545 540 556 2,244 2,785
553 524 2,172 537 653 657 776 2,623 3,388
917 1,021 3,752 1,140 1,198 1,197 1,331 4,867 6,173


OEM Installs
S}rius Satellite 646 265 281
XM Satellite 2,007 623 661
Total Installs 2,656 888 942


871% 77.3% 113.3°,4 968% 32,2% 484% 11,9% 42.1% 24 1~
0 6% 6.1% 10 90.4 -7 0% 26 2% 18.9% 48.0% 20 8% 29 2~


23 3% 31 9% 39 00.4 29 0% 28 8% 30 6% 30.4% 29.7% 26 8%


% Change Yr,/Yr.
Sinus Satellite
XM Satellite
Total % Change Yr. I Yr.


39 7% 48 6% 42 1%! 52.9% 45 5% 45 1% 41.7% 46.1% 45 1%
603% 514% 5790.4 471% 545% 549% 583% 539% 549%


100 0% 100 0% 100 0% 100 0% 100 0% 100 0% 100 0% 100,0% 100 0~


301 614 1,368 547 540 556 603 2,241 3,114
649 765 2,697 640 711 725 997 3,073 4,426
950 1,379 4,065 1,188 1,251 1,280 1,601 5,314 7,540


1 3 100 0% 105 2% 104 8% 165 0% 1.1 106 5% 92 4% 84,3% -1.7% 63.8% 39.0%
0.4 64.4% 62 0% 15 2% 16.4°/ 0.3 2 9% 7 5% 11.7% 30.4% 13.9% 44.0%
0 6 73 6% 72 8% 33 8% 55 2% 0.5 33,8% 32 8% 34.7% 16 1% 30.7% 41 95


% Installs
Sinus Satellite 24 4% 29,9% 29 8% 31 7% 44 5% 33 7% 46 1% 43 2% 43 4% 37 7% 42.2% 41 3%
XM Satellite 75 6% 70 1% 70 2% 68 3% 55 5% 66.3% 53,9% 56 8% 56 6% 62 3% 57 8% 58 7%
Total 100 0% 100 0% 100 0% 100,0% 100,0% 100.0% 100 0% 100 0% 100.0% 100.0% 100.0% 100 0~


RETPJL/AFTERMARKET Gross Additions
Sirius Satellite 1,779
XM Satellite 2,263
Total Gross Additions 4,042


654 418 368 738 2.179
484 409 316 540 1.749


t,138 827 684 1,279 3,928


182 1% 445% 361% -25 2% 225%
16.2% -13 9% -24 9% -43.2% -22 7%
75 5% 8 2% -1 0% -34 0% -2 8%


57 5% 50 6% 53 9% 57 7% 55 5%
42 5% 49 4% 46.1% 42 3% 44 5%


100 0% 100 0% 100 0% 100,0% 100.0%


392 331 341 691 1,756 1,791
331 353 321 504 1,509 1,496
722 685 662 1,195 3,264 3,287


-40 1% -20 8% -7 4% -6.4% -19.5% 2.1%
-31.7% -13.5% 1.7% -6.8% -13 7% -0 8%
-36 6% -17 2% -3,2% -6.6% -16 9% 0.7%


54 2% 48 4% 51 5% 57 8% 53.8% 54 5%
45 8% 51 6% 48 5% 42 2% 46.2% 45 5%


100 0% 100 0% 100 0% 100.0% 100 0% 100 0%


% Change Yr. / Yr.
Sirius Satellite 125 2%
(M Satellite 105 2%


Total % Change Yr. I Yr. 113 6%


% Gross Adddions
Sirius Satellite 44 0%
XM Satelhte 56 0%
Total 100 0%


Source Deutsche Bank Secunt~es Inc estimates and company information
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Appendix 1
Important Disclosures
Additional information available upon request


Company Ticker Recent price* Disclosure
Sirius Satellite Radio SIRI.OQ 2.87 (USD) 1 May 07 2,6


*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors Data is sourced from Deutsche Bank and subject companies


Important Disclosures Required by U.S. Regulators
Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States. See
"Important Disclosures Required by Non-US Regulators" and Explanatory Notes.
2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company.


6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company
calculated under computational methods required by US law.


Important Disclosures Required by Non-U.S. Regulators
Please also refer to disclosures in the "Important Disclosures Required by US Regulators" and the Explanatory Notes.
2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company.


6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company
calculated under computational methods required by US law.


For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
research, please see the most recently published company report or visit our global disclosure look-up page on our
website at http://gm.db.com.


Analyst Certification


The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject
issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and wilt not receive any
compensation for prowding a specific recommendation or view in this report. James G. Dix
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(as of 5/1/2007)


900


8.00


7.00


6.00


5.00


4.00


3 .OO


2.00


tOO


0.00
May05 Aug 05 Nov 05 Feb 06 May 06 Aug 06 Nov 06 Feb 07


Date


Previous Recommendations


Strong Buy
Buy
Market Perform
Underperform
Not Rated
Suspended Rating


Current Recommendations


Buy
Hold
Sell
Not Rated
Suspended Rating


*New Recommendation Structure
as of September 9, 2002


1


2
3
4


5


6/1/2005
7/22/2005
8/3/2005’
2/21/2006


3/8/2006


Hold, Target Price Change USD6 00 6
Hold, Target Pnce Change USD6 50 7
Hold, Target Price Change USD7 O0 8
Hold, Target Price Change USD5 60 9
Upgrade to Buy, Target Pnce Change USD5 40 10,


3/21/2006


4/17/2006’


11/8/2006


2/20/2007


4/25/2007


Buy, Target Price Change USD5 75
Buy, Target Pnce Change USD6,00
Buy, Target Pnce Change USD5 75
Buy, Target Price Change USD5,25


Buy, Target Pnce Change USD4.75


Buy: Based on a current 12- month wew of total share-
holder return (TSR = percentage change in share price
from current price to projected target price plus pro-
jected dividend yield ), we recommend that investors
buy the stock.
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the
stock
Bold: We take a neutral view on the stock 12-months
out and, based on this time horizon, do not recommend
either a Buy or Sell.
Notes:
1. Newly ~ssued research recommendations and target
prices always supersede previously published research
2 Ratings definitions pnor to 27 January, 2007 were’


Buy: Expected total return (~ncluding dividends) of
10% or more over a 12-month period
Hold: Expected total return (including d~wdends)
between-10% and 10% over a 12-month period
Sell’ Expected total return (including d~wdends) of -
10% or worse over a 12-month period


5OO


4O0


300


20O


100


0


41’%


Buy Hold


26%
3% 33%


Sell


[] Companies Covered [] Cos. w/Banking Relationship


North Amencan Universe
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Regulatory Disclosures


SOLAR Disclosure
For select companies, Deutsche Bank equity research analysts may identify shorter-term trade opportunities that are
consistent or ~nconsistent with Deutsche Bank’s existing longer term ratings. This information is made available only to
Deutsche Bank clients, who may access it through the SOLAR stock list, which can be found at http://gm.db.com


Disclosures required by United States laws and regulations
See company-specific d~sclosures above for any of the following disclosures required for covered companies referred to ~n
th~s report: acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership;
compensation for certain services; types of client relationships; managed/comanaged public offerings in prior periods;
directorships; market making and/or specialist role.


The following are additional required disclosures:
Ownership and Material Conflicts of Interest: DBSI prohibits ~ts analysts, persons reporting to analysts and members of their
households from owning securities of any company ~n the analyst’s area of coverage.
Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking
revenues
Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households
from serving as an officer, director, advisory board member or employee of any company in the analyst’s area of coverage.
Distnbut~on of ratings: See the distribution of ratings disclosure above.
Price Chart: See the price chart, with changes of ratings and price targets in prior penods, above, or, if electronic format or ~f
w~th respect to multiple companies which are the subject of this report, on the DBSI website at http://gm.db.com.


Additional disclosures required under the laws and regulations of jurisdictions other
than the United States
The follow~ng disclosures are those required by the jurisdiction indicated, in addition to those already made pursuant to United
States laws and regulations.
Analyst compensation: Analysts are paid in part based on the profitab~hty of Deutsche Bank AG and its affihates, which
~ncludes investment banking revenues
Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian
Corporations Act.
EU: A general description of how Deutsche Bank AG identifies and manages conflicts of interest ~n Europe is contained ~n our
public facing policy for managing conflicts of interest ~n connection w~th investment research.
Germany: See company-specific d~sclosures above for (i) any net short position, (ii) any trading positions (iii) holdings of five
percent or more of the share capital. In order to prevent or deal with confhcts of interests Deutsche Bank AG has
implemented the necessary organisational procedures to comply w~th legal requirements and regulatory decrees. Adherence
to these procedures is monitored by the Compliance-Department.
Hong Kong: See http://gm.db.com for company-specific disclosures required under Hong Kong regulations in connection with
this research report. D~sclosure #5 ~ncludes an associate of the research analyst. Disclosure #6, satisfies the disclosure of
financial ~nterests for the purposes of paragraph 16.5(a) of the SFC’s Code of Conduct (the "Code"). The 1% or more ~nterests
~s calculated as of the previous month end. D~sclosures #7 and #8 combined satisfy the SFC requirement under paragraph
16.5(d) of the Code to d~sclose an investment banking relationship.
Japan: See company-specific disclosures as to any apphcable d~sclosures required by Japanese stock exchanges, the
Japanese Securities Dealers Association or the Japanese Secunties Finance Company.
Russia: The information, interpretation and opinions submitted here~n are not in the context of, and do not constitute, any
appraisal or evaluation activity requinng a licence in the Russian Federation.
South Africa: Publisher: Deutsche Securities (Pty) Ltd, 3 Exchange Square, 87 Maude Street, Sandton, 2t96, South Africa.
Author: As referred to on the front cover. All rights reserved. When quoting, please cite Deutsche Securities Research as the
source.
Turkey: The information, ~nterpretat~on and advice submitted here~n are not in the context of an investment consultancy
serwce Investment consultancy services are prowded by brokerage firms, portfolio management companies and banks that
are not authorized to accept deposits through an investment consultancy agreement to be entered into such corporations and
their clients. The interpretation and advices hereto are submitted on the basis of personal opinion of the relevant interpreters
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and consultants. Such opinion may not fit your financial s~tuation and your profit/risk preferences. Accordingly, investment
decisions solely based on the information hereto may not result in expected outcomes.
United Kingdom: Persons who would be categonzed as private customers in the United Kingdom, as such term is defined in
the rules of the Financial Services Authority, should read th~s research in conjunction with prior Deutsche Bank AG research on
the companies which are the subject of this research.
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North American locations


Deutsche Bank Securities Inc.
50 Wall Street
New York, NY 10005
(212) 250 2500


Deutsche Bank Securities Inc.
1735 Market Street
24th Floor
Philadelphia, PA 19103
(215) 854 1546


Deutsche Bank Securities Inc.
225 Franklin Street
25th Floor
Boston, MA 02110
(617) 988 8600


Deutsche Bank Securities Inc.
101 California Street
46th Floor
San Francisco, CA 94111
(415) 617 2800


Deutsche Bank Securities Inc.
222 South R~verslde Plaza
30th Floor
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Tel. (312) 537-3758
Fax: (312) 537-3769


Deutsche Bank Securities Inc.
700 Louisiana Street
Houston, Texas 77002


Deutsche Bank Securities Inc.
3033 East First Avenue
Suite 303, Third Floor
Denver, CO 80206
(303) 394 6800


International locations


Deutsche Bank Securities Inc.
60 Wall Street
New York, NY 10005
United States of America
Tel’ (1) 212 250 2500


Deutsche Bank AG
Level 55
Cheung Kong Center
2 Queen’s Road Central
Hong Kong
Tel. (852) 2203 8888
Fax. (852) 2203 6921


Deutsche Bank AG London
1 Great W~nchester Street
London EC2N 2EQ
United K~ngdom
Tel: (44) 20 7545 8000
Fax’ (44) 20 7545 6155


Deutsche Securities Inc.
Level 20, 2-11-1 Nagatacho
Sanno Park Tower
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Japan
Tel’ (81) 3 5156 6701
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Global Disclaimer
The informaeon and opinions in this report were prepared by Deutsche Bank AG c~ one of its affihates (collectively "Deutsche Sank") The inforrnat~n hereto is believed by Deutsche Bank to be rehable and has been obtained
from pobhc sources believed to be reliable With the exception of information about Deutsche Bank. Deutsche Bank makes no representation as to the accuracy or completeness of such informapon


This published research report may be cons,~ered by Deutsche Bank when Deutsche Bank is dec,J~ng to buy or sell proprietanf positions In the securities mentloced In th~s report


For select companies. Deutsche Bank equl(y research analysts may Identify chortot-term opportunities that are consistent or mcenslstent with Deutsche Bank’s existing, longer-term Buy or Sell recommendations This
information =s made available on the SOLAR stock hat. which can be found at http//gin db corn


Deutsche Bank may trade for its own account as a result of the short term trading suggestions of analysts and may also engage in securd=es transachons ~n a manner inconsistent with this research report and w~th respect to
securities covered by this report, will sell to or buy from customers on a pnnclpal basis Disclosures of conflicts of interest If any are discussed at the end of the text of this report or on the Deutsche Bank webslte at
http //gm db corn


Oplmons. estimates and proleceons in this report constitute the current ludgement of the author as of the date of this report They do nol necessarily reflect the opinions of Deutsche Bank and are SubleCt to r~hange without
notice Deutsche Bank has no obhgabon to update, modify or amend this report or (o otherwise notify a reader thereof In the event that any matter stated heteln, or any opinion, pro)ectlon, forecast or ectlmate set forth herein.
changes or subsequently becomes inaccurate, except d research on the sublect company is w~thdrawn Prices and avadablhty of beanc~al instruments also are sublect to change without nohce. This report is provided for
~nformabonal purposes only It =s not to be construed as an offer to buy or sell or a sollc=tabon of an offer to buy or seg any hnanc~al Instruments or to participate in any particular trading strategy in any lunedlceon or as an
advertlsemeot of any hnanclal instruments
The bnanclal instruments discussed =n this report may not be suitable for all investors and investors must make their own investment decisions using their own mbepondent advisors as they believe necessaw and based upon
their spoclhc hnanclal situations and investment oblectlves If a hnaec~al instrument is denominated =n a currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of. ot the
raceme derived from. the financial instrument, and such investor effectively assumes currency risk In a~ltlOn income from an investment may fluctuate and the price or value of financial instruments described in this report.
either directly or indirectly, may rise or fall Furthermore. past performance is not necessardy indicative of future results
Denvecve transactions involve numerous risks incledmg, among others, market, counterparty default and dhquldlty risk The apwedr~ateness ot other’~nse of ~bese products for use by investors is dependent on the investors’
own circumstances including their tax position, their regulatoly environment and the nature of their other assets and habdlbes and as such investors should take expert ldgal and hnanclal edv~ce before entering into any
transaction similar to or inspired by the contents of this publication Trading in options involves risk and is not suitable for all inveslors Prior to buying of selling an option investors must review the "Cherecterlsecs and Risks of
Standard=zeal Options." at http//keww Optlonscleanng com/publ~;atlecS/rlsks/nskchapl lap If you are unable to access the webslte please contact Deutsche aank AG at + 1 (212} 250-7994. re." a copy of this important document
Furthermore. past performance is not necessarily indlcecve of future results Please note that muleJeg opeor.s strategies will incur multiple commissions


Unless governing law provides otherwise, all transact=one should be executed through the Deutsche Sank entity =n the investor’s home jurlsdlceon In the U S th~s report is approved and/or dlsteduted by Deutsche Bank
Secuntles Inc a member of the NYSE. the NASD. NFA and SIPC In Germany th~s report ~s approved and/or communicated by Deutsche Bank AG Frankfurt authonsed by Bundesanstalt fgr Fmanzd=enstle=stungsaufs~cht In the
Umted Kingdom this report Is approved and/ot cemmunlcated by Deutsche Bank AG london, a member of the London Stock Exchange and regulated by the Financial Services Authority for the conduct of investment besiness in
the UK and author=sed by Bundesansutg fur Finanzd~enstle=stungsaufsmht (BaFml This report ~s d=stnboted =n Hong Kong by Deutsche Bank AG. Nong Kong Branch. =n Korea by Deutsche Secunbes Korea Co and ~n Singapore
by Deutsche Bank AG. Singapore Branch In Japan this report is approved and/or distributed by Deutsche Securities Inc The information contained in this report does not constitute the prowslon of investment edVlCe In
Austraha. retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any hnanclal product referred to in this report and consider the PDS before making any decision about whether to ecqu=re the
product Deutsche Bank AG Johannesburg =s Incorporated in the Federal Repedhc el Germany (Branch Register Number in South Africa 1998/003298/10) Additional information relative to securities, other financial products or
issuers d~scussed in this report is available upon request This report may not be reproduced, distributed or published by any person for any purpose without Deutsche Bank’s pnor written consent. Please cite source when
quohng
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No more waiting! Now you can watch your favorite music videos anytime you want, plus get
artist interviews and studio performances you won’t find anywhere else. These new features
have been added FREE as a part of your Music Choice service on digital cable.* Don’t have Music
Choice On DemandTM? Call your local cable provider today.


DIGITAL CABLE CUSTOMERS: Did you know that Music Choice On Demand features can be found
right in your On Demand music menu? Go to your digital cable music On Demand menu, and click on
the Music Choice button to find opbons for changing your video formats, as well as an MC ExclusiveTM


button that will hnk you to exclusive interviews and studio performances!


* Free features will soon be available from most cable providers, not yet available in all locations. Available features may YaW according
to location.


Videos are available from your favorite R&B n Hip-Hop, H t List!,
Rock-Alternative, Latin, and Country artists. Plus, get kid-friendly
videos with KidZone(tm) and flashback to the ’70s, ’80s, ’90s and
more with Video Vault. Get your fill of today’s hottest videos with
Top Videos or chose Hot Video Lists for a continuous list of videos
hosted by your favorite arL~sL or a "Best Of" video list. Check it Out
has something for everyone, whether you’re looking for the hottest
videos or artists exclusive specials, find it all in Check it Out -
you’re in control!


Get exclusive interviews and performances On Demand! Pause, fast
forward, and rewind. The choice ~s yours!


Hang out on Tha Corner", with DJ Envy and today’s hottest artists
as they bring you the hip-hop lifestyle raw and uncut. Click Here for
more info!


No additives, no preservatives, no filler!! Fresh Crops" Is a monthly
harvest of the best breaking artists on the scene!Click Here for
more info!


Step right up and catch Rock Show, our loudest show yet- featuring
today’s hottest rock acts and highlighting rock trends. Click Here
for more info!


Have questions about Music Choice On Demand? Check out our FAQs for all the answers you need.


http://www.musicchoice.corrdwhat we are/ondemand400.html 7/20/2007
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Sirius Satellite Radio - us$ 2.90) 1-Overweight
Change of Earnings Forecast


Adjusting Ests After InLine 1Q07 Results


LEHMAN BROTHERS
United States of America


Internet & Media
Cable & Satellite Communications


Vijay Jayant James M. Ratchffe
1.212.526.6019 1.212.526.0293


vjayant@lehman.com jaratcli@tehman.com
LBI, New York LBI, New York


Investment Conclusion
~3 We are adjusting our estimates slightly to reflect


good, in line 1Q07 results. Our subscriber 2006
estimates are generally unchanged; we expect Actual
8.04MM YE 07E subs, vs. our prior 8.03MM est 1Q -0.33A
due to above-forecast 1Q07 net adds. Our full- 2Q -0.17A
year revenue estimate is essentially unchanged, 3Q -0.12A
but our EBITDA loss and FCF loss estimates are 4Q -0.17A
better due to lower operating expenses. We Year -0.79A
continue to believe in LT OEM-driven fundamental PIE
story but shares likely range-bound over
intermediate term as fundamental story not yet
proven & merger uncertainty remains.


summary
[] 2Q07 ests: 575k net adds, 1.04MM gross adds,


$110 SAC, churn 2.25%, subscriber ARPU
$10.44. Revenue $232MM, EBITDA loss (w/stock
comp) $117MM, FCF loss $63MM.


o Full-year 07 ests: 8.04MM YE subs, $98 SAC,
$961MM revenue, $415MM EBITDA loss (w/stock
option expense), $275MM FCF loss.


[] Continue to expect mix shift toward OEM but
timing of OEM acceleration likely 2H07E, 2008E.


[] Expect SIRI to be full-year FCF positive in 09E.


Stock Rating Target Price
New: 1-Overweight New: US$ 5.40
Old: 1-Overweight Old: US$ 5.40


Sector View: 2-Neutral


EPS (US$) (FY Dec)
2007 2008 % Change


Old New St. Est. Old New St. Est. 2007 2008
-0.11E -0.10E -0.11E N/A N/A -0.06E 70% N/A
-0.12E -0.10E -0.10E N/A N/A -0.05E 41% N/A
-0.09E -0.07E -0.09E N/A N/A -0.04E 42% N/A
-0,15E -0.11E -0.14E N/A N/A -0.09E 35% N/A
-0.47E -0.36E -044E -0.21E -0.18E -0,26E 52% 53%


-7.6 -16.1


Market Data Financial Summary
Market Cap (Mil.) 4621 Revenue FY07 (Mil.) 961.0
Shares Outstanding (Vii.) 1592.00 Five-Year EPS CAGR N/A
Float (%) 100 Return on Equity N/A
Dividend Yield N/A Current BVPS -0.50
Convertible Yes Debt To Capital (%) 12 00
52 Week Range 5 01 - 2.72


Stock Overview
SIRIUS SATELLITE RADIO                           5.1-137
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.2.50 3_
ooo,s VOLUME


We are adjusting our estimates based on SIRl’s good 1Q07 results, which were in line with our estimates. We believe the stock’s weak
performance Tuesday (SIRI shares closed down 1.9% from prior day’s close; vs. S&P500 up 0.3%) supports our thesis that shares will likely
remain range-bound over intermediate-term as long-term OEM fundamental story is not yet fully proven and merger uncertainty remains.
We expect 8.04MM YE 07E subscribers, in line with company guidance of over 8.0MM and reflecting full-year net adds of 2.02MM. We
continue to expect shift in subscriber mix as OEM accelerates in 2H07E and 2008E, with 65/35 OEM/aftermarket mix of SIRI net adds for
full-year 07E (vs. 42/58 mix in full-year 2006). Our 2007E estimates for EBITDA (net of stock compensation expense) and FCF loss are
better than prior expectations primarily due to lower operating expenses, as we expect continued financial discipline despite a larger
subscriber base.


Lehman Brothers does and seeks to do business with companies covered in its research reports. As a result, investors should
be aware that the firm may have a conflict of interest that could affect the objectivity of this report.


Customers of Lehman Brothers in the United States can receive independent, third-party research on the company or companies
covered in this report, at no cost to them, where such research is available. Customers can access this independent research at
www.lehmanlive.com or can call 1-800-2LEHMAN to request a copy of this research.


Investors should consider this report as only a single factor in making their investment decision.


PLEASE SEE ANALYST(S) CERTIFICATION(S) ON PAGE 10 AND IMPORTANT DISCLOSURES BEGINNING
ON PAGE 11
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2Q07 ESTIMATE REVISIONS
Our 2Q07 subscriber estimates remain generally unchanged, with the exception of a decrease in subscriber ARPU. Our revenue estimate
decreases, but our EBITDA loss estimate is shghtly better than our previous forecast as we expect lower operating expenses to offset lower
revenue. We have summarized our key 2Q07 estimates below.


Subscriber Metrics. We expect 575k subscriber net additions in 2Q07E, in line with our prior estimate of 579k. Our
gross addition and churn est=mates remain generally unchanged at 1.04MM and 2.25%. We now expect subscriber ARPU
of $10.44, modestly lower than our prior estimate of $10.61 due to higher percentage of subscribers taking discounted
multiple receiver packages.


¯ Acquisition Costs. Our SAC and CPGA estimates remain generally intact at $110 and $157, respectively.
¯ Revenue and EBITDA. For 2Q07E, we estimate revenue will be $232MM, 3.3% lower than our prior estimate due to our


expectations of modestly lower subscriber ARPU and lower advertising and equipment revenues. We estimate EBITDA
loss (not including stock compensation expense) will be $92MM, modestly better than our prior estimate of $95MM as we
expect lower operating expenses to offset lower revenue.


¯ FCF and EPS. We expect FCF loss of $63MM for the quarter, better than our prior estimate of $76MM primarily due to
higher cash from operations, driven by higher EBITDA. We now expect EPS loss for the quarter at $0.10.


Figure 1. Sirius Satellite Radio - 1Q07E Estimate Revisions ($000’s, except per share data)
Previous Revised


2Q06A 1Q07A 2Q07E 2Q07E % Variance YoY %


Ending SubscribLrs " 4,g~e.2 -" ~58~1.0 7,125 6 7,155 5 0 4% 53 0%
Aflermarket 3,276 6 4,234.8 4,383.6 4,437.8 1.2% 35.4%
OEM 1,373.6 2,323 7 2,717 8 2,694 9 (0 8%) 96.2%!
Rental 28 0 22.6 24.1 22 8 (5.4%) (18 5%’,


Gross Additions 830 6 988.5 1,033 8 1,037.1 0.3% 24.9°A
Net Additions 600 5 556 5 578.5 574 5 (0 7%) (4 3%)
Avg. Monthly Subscriber Revenue per Sub (includes mail-in rebates) $10.54 $10.10 $10 61 $10.44 (1 6%) (0 9%)
Monthly Chum 1.76% 2.29% 2.22% 2 25%
SAC Per Gross Addition $131 $104 $110 $110 0 0% (16 2%)
CPGA - Cost Per Gross Add=lion 188 132 160 157 (1 8%) (16.7%)


Total Revenues


Total Operating Expenses


Adjusted EBITDA (not including stock comp.)
Equity granted to tNrd parties and employees


Operating Cash Flow (EBITDA)


Diluted Earnings per Share
D~luted Shares


Cash Flow From Operations
Less" Capex


Free Cash Flow


;oume" Lehman Brothers, company reports


$150,078 $204,037 $239,797 $231,990 (3.3%) 54.6%


$287,523 $288,036 $334,812 $324,354 (3.1%) 12.8%


($137,445) ($83,999) ($95,015} ($92,365) n/a n/a
67,289 24,260 42,625 24,260 (43.1%) (63.9%)


($204,734) ($108,259) ($137,640) ($116,625) n/a n/a


($0.17) ($0.10) ($0.12) ($0.10) n/a nla
1,404,022 1,457,011 1,402,538 1,457,011 3 9% 3.8%


$(110,947) $(133,947) $(50,725) $(37,600) n/a n/a
(22,284) (12,458) (25,000) (25,000) n/a n/a


$(133,231) $(146,405) $(75,725) $(62,600) n/a n/a


FULL YEAR 2007 ESTIMATE REVISIONS
Our full year 2007E subscriber estimates remain generally intact. We have summarized our estimate rev=sions below.


¯ Subscribers. Our YE 2007E subscriber estimate is now 8.04MM, modestly higher than our prior estimate of 8.03MM and
vs. company guidance of over 8.0MM. This reflects 2.02MM net additions for the full year. Our gross additions estimate
remains generally in line at 4.00MM.


¯ Acquisition Costs. We now expect SAC of $98 for full-year 2007E, slightly higher than our prior estimate of $97 and
above company guidance of $95. Our CPGA estimate =s now $143. Our subscriber ARPU estimate is modestly lower at
$10.31 (vs our prior estimate of $10.35) due to higher subscriber take-rate on multiple-receiver packages.


¯ Revenue and EBITDA. Our 2007E revenue projection is essentially unchanged at $961MM, vs. our prior estimate of
$966MM and company guidance of approx=mately $1BN. We now expect full-year EBITDA loss (not including stock
compensation expense) of $318MM, better than our prior estimate of $343MM due to lower operating expense
expectations.


¯ FGF and EPS. We now expect FCF loss of $275MM, better than our prior estimate of $322MM due to higher cash from
operations and lower capex, driven by below-forecast capex in 1Q07 We now expect EPS loss of $0.38 vs. our prior
estimate of $0.47
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Figure 2. Sirius Satellite Radio - Full Year 2007 Estimate Revisions ($000’s, except per share data)


Previous Revised
2006A 2007E 2007E % Variance YoY % Growth


Endir~g~Subscrib~rs 6,024.6 8,033.5 8,043.6 0.1% 33.5%
Aftermarket 4,041.8 4,750.9 4,778 7 0 6% 18 2%
OEM 1,959 0 3,258 1 3,241.6 (0 5%) 65 5%
Rental 23.7 24 5 23 3 (4 9%) (1.8)%


Gross Add=t~ons 3,758.2 3,986 7 4,003 4 0 4% 6.5%
Net Additions 2,708 0 2,008.9 2,019 0 0.5% (25 4)%
Avg. Monthly Subscnber Revenue per Sub (includes mail-in rebates) $10.45 $10.35 $10.31 (0 3%) (! 3)%
Monthly Churn 1.91% 2.34% 2 34%
SAC Per Gross Addition $114 $97 $98 0.5% (14.3)%
CPGA - Cost Per Gross Addition 162 148 143 (2.9%) (11 6)%


Total Revenues $637,235 $966,197 $960,796 (0.6%) 50.8%


Total Operating Expenses $1,161,292 $1,308,882 $1,278,713 (2.3%) 10.1%


Adjusted EBITDA (not including stock comp.) ($624,057) ($342,686) ($317,917) n/a n/a
Equity granted to third parties and employees 437,918 170,500 97,040 (43 1%) (77.8)%


Operating Cash Flow (EBITDA) $(961,975) $(513,186) $(414,967) n/a nla


Diluted Earnings per Share $(0.79) $(0.47) $(0.38)
D~luted Shares 1,402,538 1,402,538 1,457,011


Cash Flow From Operations $(414,549) $(244,586) $(207,53t)
Less" Capex (99,827) (77,000) (67,458)


Free Cash Flow $(614,376) $(321,686) $(274,989)


Source: Lehman Brothers, company reports


n/a n/a
3 9% 3 9%


n/a n/a
n/a n/a
n/a n/a


Figure 3. Sirius Satellite Radio - Company Guidance vs. Lehman Estimates


Subscribers (MM)


Churn


SAC


Revenue
Source: Lehman Brothers, company reports


2007
Guidance    Lehman Est


8.00+ 8.04


2.2-2.4% 2.34%


$95 $98


$1,000 $961
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Figure 4. Sirius Satellite Radio - Key Statistics and Income Statement ($000’s, except per share data)


2006A 2007E 2006E 2009E 2010E 2011E 2012E 2013E


Ending Subscribers 6,024 6 8,043 6 10.054 1 12.201 4 14.049 3 15.752 9 17.191 8 18,446 3
Gross Additions - 3,758 2 4,003 4 4,261 8 4,955 8 5,203 3 5,443 6 5.561.g 5.659 0
Net Additions 2,708 0 2,01 g 0 2,010.5 2,147.3 1,847 9 1,703 6 1.438 9 1,254 5
Avg Monthly Subscriber Revenue per Sub (=ncludes mal-m rebates) $10 45 $10 31 $11 92 $11.79 $12 53 $12.44 $12 40 613 20
Avg Monthly Subscriber Revenue + Ad Revenue per Sub $11 01 $10 88 $12 74 $12.70 $13 60 $13 55 $13 57 614.51
Total ARPU (Includes equipment and other revenue $11 54 $11 30 $13 09 $13 03 $13 89 $13 82 $13 83 $14 76
~mpled Monthly Chum 1 9% 2 3% 2.1% 2 1% 2.1% 2.1% 2 1% 2 1%
SAC Per Gross Addition $114 $98 $90 $83 $78 $77 $75 $73
CPGA. Cosl Per Gross Addition 162 143 141 131 123 125 126 128


Revenues
Subsenper Revenue, Net of Rebates
Adved~sing Revenue, Nel of Comm=sslons
Equipment Revenue
Other


Total Revenues


Operating Expenses
Satellte and Trensmisston


,%ilrogramm[ng and Contentustomer Bel~qce and Bdhng
Cost of Equipment
Sales and Marketing


’%Subscrlber Acqmsihon Costs
General and Adm[nistra6ve
Research and Development
Equity granted to third peihes and employees


Total Operating Expenses


Operating Cash Flow (EBITDA)
Dedreclatlon expense


Operating Income (EBIT)


Other Income/(Expense)
Special Charges/Debt Restructuring and Other
Income (expense) ~rom affihate
Gem on extlngu=shmenl of debt
Interest and mveslment income
Interest expense, net of amounts capitahzed


Total Other Income/(Expense)


Income Before Income Taxes
Provision for Income Taxes


Net Income/(Loss)
PrefelTed stock dividends
Preferred stock deemed dividends
Accretion of divide nds


Net loss applicable to commor~ stockholders


Earnings Per Share (EPS|
Average shares outstanding


Diluted Earnings per Share
Dluled Shares


6575,364 $875,163 $1.296,116 $t,571,642 $1,963.937 $2,210,082 $2,434,237 $2.800,204
31,044 49.110 86,895 123,734 177,501 212,880 249,083 303.255
26,798 30.956 33,006 38,443 40,429 42,363 43,347 44.18"l
~ ~ 5 84__.____~66 13~9 6.44~6 6,768 7.106 7 46~2


$637,235 $960,796 $t,421,893 $1,739,959 $2,188,313 $2,472,094 $2,733,773 $3,185,182


$39,229 $30,100 $31,304 $32,557 ~33,859 $35,213 $36,622 639,057
230,215 273,142 322,166 360,879 404,274 477,949 510,436 551,689


68,137 101,811 129,062 157,126 183.479 206,220 225,685 241,695
35,233 47,521 50,339 58,247 60,850 63,339 64,375 65,173


222,492 260,597 349,147 418,734 405,842 560.750 634,219 730,998
419,716 374,282 362,308 386.664 379,660 391,667 388.919 384,616


87,538 136,105 141,549 147,211 153,100 159,224 165,593 172,217
58,732 55,155 57,362 59,656 62.042 64,524 67.105 69,789


437 918 ~ 95 728 95_~=~_728 95 728 95 728 95 726 ~


($96t,975) ($414,957} ($117.122} $23,t88 $329,478 $417,479 $845,091 $805,191
(105,749) (93,291) (87,173} (99,709) (89,767) (85.264) (88,323) (86,61~


(61,067,724) ($506,248) ($204,285) ($76,552} $239,711 $332,215 $456,768 $718,574


(4,376) 5 (2,000) 1,000 2,000 3,000 4,000 5.000


33.320 15.216 12,284 11,782 1t,814 19,227 40,000 08,665


($36,078) ($46,637) ($62,880) ($83,462) ($42,572} ($18,432] $17,893 $56,839


($1,102,802) {$553,085) ($257,174) ($130.004) $197,139 $3t3,784 $473,862 $775,412


($q,t 04,867) ($554,440) ($257,17~ ($130,00"~ $118,284 $188,270 $284,317 $465,247


($0.79) ($0.38) ($0.18) ($0.09) $0.08 $0.13 $0 20 $0,32


($0.79) ($0.38) ($0.18} ($0 09) $0.07 $0.12 $0.18 $0.20
t.402,538 1.457,0111.467.011t.457.011 1.$gl.97~ 1.591,g711.591.9711.59t.971


Total Revenues                                                                    163 1% 50 81 48 0% 22 41 25 81 ~3 ~)1 11 61 15 41
Pre-Marketlng E.,q3enses 80 1% 24 0% 13 7% 11 5% 10 0% 12.1% 6 3% 6 4%
Operating Cash Flow (EBITDA) ........ 1322 8% 26.7% 30 6% 47 7%
Operabng Income (BBIT) ............ 38.6% 37 5% 57 3%
Net Income/(Loss) ............. 59 2% 51 0% 63 6%


Pre-Marke6ng Margins 10 5% 33 0% 48 5% 53+1% 59 0% 59 3% 60 9% 63 9%
Operating Cash Flow (EBITDA) (151 0%) (43 2%) (8 2%) 1 3% 15.1% 16 9% 19 9% 25 5%
Operating Income (EBIT) (167 6%) (52 9%) (14 4%) (4 4%) 11 0% 13 4% 16 7% 22 8%
Nel lecome/(Loss) (173.4%) (57.7%) (18 1%) (7 5%) 5 4% 7 6% 10 4% 14 7%


Source: Lehman Brothers, company reports
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Figure 5. Sirius Satellite Radio - Cash Flow Statement ($ 000’s, except per share data)


2006A 2007E 2006E 2009E 2010E 2011E 2012E 2013E


Cash Flows From Operating Activities
Nat IncomeJ(Loss)                                                              ($1,104,867)(6554,440) ($257,174) ($130,004) $1 f 8,284 6188,270 $284,317 $465,247
Deprec~ahon expense 105,749 93,291 87,173 99,709 99,767 85,264 88,323 86,617
Non-cash interest expense/Debt accrehon 3,107 3,107 3,137 3,137 3,137 618 ......
Gam/Lcas on disposal of assets 1,661 (4)
Non-cash stock compensahon expenael(benef~) 437,918 97,040          95,728 95,728          95,726           95,728           95,728            95,728
D~1arred iocome Taxes 2,065 555 ..... 78,856 125,513 189,545 310,165
Non-cash gain associated with debt restmctu~ng ......................
Gain on e~ngulshment of long-term debt
Costs associated with debt restructuring
Other 22,875 2,088 ...............
Changes in assets and Imbigt=es


Marketable securflles
Prepaid expenses (42,367) (31,973) (24,032) (23,857) (33,627) (21,284) (19,626) (31.606)
Other assets (59,903) (2,924)
Accounts payable and accrued expenses 93,519 31,232 49,171 13,674 16.920 46,987 32,176 38,714
Accrcad interest 1,239 (11,763)
Deterred revenue 181,003 158,558 156,821 165,680 139.886 126,710 104,358 88,628
Other current hab~l~tles 3 45~2 7 702


Net Cash From Operating Activities ($414,549) ($207,63--~)       $110,82"~      $224,96~-       $50it ,95~-       $647,80~-       $774,82~-      $’1,fi83 Ag~-


Cash Flows From Investing Activities
Addfiions to pmper~y and equlpment ($99,827) (S67,458) (8200,000) ($100,000) ($130,000) ($207,236) (5154,472) (327,236)
Add~hons to FCC license .................
Proceeds from the sale of assets 127 ...................
PurChases of restricted investments (12,339)
Maturities of restricted investmeats 26,000
Purchases of avaiioble4or-saio secard=es (123,500)
Maturities of available-for-sale secunites 229 715


Net Cash From Investing Activities $20,176 ($67,45~ ($200,00~ ($100,00~’~ ($130,00~ ($207,23~ ($f54,47~ ($27,23"~


Cash Flows From Financing Activities
Proceeds from issuance of long-term debt. net -- -- ($35,595) ($301,744) -- ($230,000) --- ($500.000)
Add~honal bortowiogsl(repaymanls) ..... 200.000 93,000 (293,09g) ........
Proceeds from issuance of common stock, net
Costs associated with debt restructunng
Proceeds from exercise of stock options 25,787 1,510 .................
Proceeds from exercise of warrants


Net Cash From Financing Activities $28,78~- $1,51~- Sf 64,40~- {S208,74"~ ($293,00~’~ ($230,00~ o- (S500,00~


Beg~n nmg Cash & Equivalents $762,007 3393.421 $119.941 $195,170 $110,494 S 196,445 $407,016 $1,027,365
Net Change m Cash ~ ~ 75.Z~,~228 (84,67~6 ~ 210 571 620 349 526 258


Ending Cash & Equivalents $393,421 $119,941 $195,170 $110,494 $196,445 $407,0f 6 $1,027.365 $1,583~623


Fully-Taxed Levered Free Cash Flow
Cash Flow from Operations                                                     (5414,549)($207,631) $t 10,023 $224,068 $508,982 $647,007 $774,821 $1,053,494


less, Capital Expenddure (99,827) (67,458) (200,000) (100,000) (130,000) (207,236) (154,472) (27,236)
less. Additions to System Under Cor~stmchon ...................
less Deferred Tax Benefits                                                    (2.06~ 55~ .... ~.~ ~ ~ ~


Levered Free Cash Flow ($816,441) ($275,544) ($89,17~ $124,06~" $300,096 $315,058 $430,805 $716,093
Levered Fully-Taxed Free Cash Flow per Reported Shares ($9.37) ($0.t9) ($0 06) $0.09 $0.19 $0.20 $0.27 $0.45


Source: Lehman Brothers, company reports
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Figure 6. Sirius Satellite Radio - Balance Sheet ($ 000’s, except per share data)
2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Current Assets
Cash And Cash Equivalents 393,421 119,941 195,170 110,494 196,445 407,016 1,027,365 1,553,623
Marketable Secunties 15,500 4,960 4,960 4,960 4,960 4,960 4,960 4,960
Prepaid Expenses 52,588 82,608 106,640 130,497 164,123 185,407 205,033 236,639
Restricted Investments 25,000 25,000 25,000 25,000 25.000 25,000 25,000 25,000
Other Current Assets 130 757 130 757 130 757 130 757 130 757 130 757 130 757


Total Current Assets $617,266 $373,902 $462,627 $401,707 $621,286 $753,149 $1,393,116 $1,950,979


Properly And Equ=pment. Net $810,389 3784,556 $807,383 $897,674 $937,907 $%059,878 $1.126.027 $1,066,646
FCC License 83,654 83.654 83,654 83,654 83,654 83,654 83,654 83,654
Restricted Investments, Net Of Current Podlon 52,850 52,850 52,850 52,850 52,850 52,850 52,850 52.850
Deferred Financing Fees 13,166 10,029 6,892 3,755 618
Other Long-Term Assets 81 203 80 110 80 110 80 110 1 25_~4 ~ ~ 623~


Total Assets $1,658,528 $1,385,101 $1,583,416 $1,549,751 $1,597,569 $1,829,264 $2,341,843 $2,530,160


Current Liabib6es
Accounts Payable And Accrued Expenses $437,913 $366,355 $415,526 $429,200 5446,120 $493,107 $525,284 $563,998
Accrued ~nteresl 24,782 24,762 24,782 24,782 24,782 24,782 24,782 24,782
Deferred Revenue 412,370 570,928 727,749 893,429 1,033,316 1,160,025 1,264,383 1,353,011
Other .....................


Long-Term Debt $1,068,249 $1,067,339 $1,231,744 $1,023,000 5730,000 $500,000 $500,000 --
Accrued Interest, Net Of CuKent Pod=on
Oeferred Revenue, Net Of Current Port~on 76,580 76,580 76,580 76,580 76,580 76,580 76,580 76,580


Total Liabilities $2,047,599 $2,143~927 $2~514,324 $2,484,934 $2,348,741 $2,292,437 $2,428,972 $2,056,314


Stockholders’ Equity
Par Value $1,435 $1,435 $1,435 61,436 $1,435 $1.435 $1,435 $1,435
Add=5onal Paid-In Capital 3,443.214 3,555,120 3,555,120 3,555,120 3,555,120 3,555,120 3,555,120 3,555,120
Deferred Compensation
Accumulated Other Comprehensive Income


Total Stockholders’ Equity ($389,071) ($768,825) ($920,272) ($954,548) ($740,536) ($456,538) ($76,4931 $484,483


Total Liabilities And Stockholders’ Equity $1,658,928 $1,385,101 $1,594,062 $1,530,387 $1,600,206 $1,835,900 $2,392,479 $2,840,796


Source; Lehman Brothers, company reports
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Figure 7. S~rius Satelite Radio - Qua~edy Key S~tistics and Income Statement ($ 000’s, except per share data)


1Q06A 2006A 3Q08A 4Q£6A 2006A


Ending Subacnbers 4,077 7
Gross Add6or~ £60 6
Net Addllons - 761 2
~,vg Monthly Subscrlba~ Revenue per Sub (includes rnall-m =ebates} $10 15
~,vg Mothh~y Subac~b~r Revenue + Ad Revenue per Sub $10 80
Total A~PLI (ln~udes equipment and other revenue $11 16
Tnplled Monthly Churn 1 8%
SAC Per Gross Addfl]on $113
=3pGA o c~st Pe~ Gross Add¢~ o n 147


1QO7A


4,678 2 5,119 3 6,024 6 6,024 6 6,681 0
830 6 732 4 1,234 6 3~58 2 988 $
6£6 5 441 1 905 2 2,708 0 55~ 5


$1054 $10 68 $10 39 $10 45 $10 10
$1116 $1117 $1092 $1161i $1046
$11 49 $11 49 $12 02 $11541 $10 80


18% 20% 20% 19% 23%
$131 $114 $103 $114 $104


188 105 161 162 t32


Revenues
Subaenbel Revenue, Net of Rebates S115,181 $137,638 $155,337
Adver0smg Revenue. Net of Commissions 7,338 8.125 7.130
Eq~pment Revenue 3,692 3 096 3,579


Tota~ Revenues 193 1% 187 5% 150 1%
Pre-Markebng Exper~es 72 9% 109 3% 95 6%
Operaan9 Cash Flow (EBITOA) .....
Obatahn9 Income (£6f’Q ....


S167,210 S575,364 $190,79G
8,451 31.044 6,721


16,431 26,798 4,671


$193,380 $637,235 $204,037


$7,152 $39,229 $7,330
64,843 230,215 72.366
23,919 68,137 21,654
22,105 35,233 9,292
85,113 222,492 44,349


121,046 419,716 98,237
23,224 87.538 23,403
12,787 58,732 11,405


($209,4341 ($981,075) ($100,259)
(27,4~5] (105,749) (26,786)


($236,9291 ($1,067,724) ($136,045}


56 (4,376) 5


6,760 33,320 6,042


($8,61; ($35,078) ($9,145)


($245,441 ($1,102,802) ($144,190)


($245,597~, ($1,104,367} ($144,745)


($0.17’, ($0.76) ($0.10)
1,413,860 1,402,538 1,457,011


($0 17’, ($0 79) ($0 t0)


2Q07E 3Q07E 4Q07E 2007E


7,155 5 7,502 6 8,043 6 8,043 6
1,037 1 877 1 1,100 8 4,003 4


574 5 347 1 541 0 2,0190
$10 44 $10 43 $10 29 $10 31
$1095 811 06 $11 O~ $1088
$11 26 $11 34 $11 81 $11 30


2 2% 2.4% 2 4% 2 3%
$110 S94 $85 $98
t57 ~26 152 143


$215,153
10,542
5,025
1 2.L~97o


$231,990


$7,959
61,330
21,876
6,753


67,857


34,645
12,136
4~


$348,614


(22,088)


3,883


(311,339)
($150,052)


(30.10)


($016)


$229,330 $239,884 $875,163
13,827 18,020 49,110
5,143 16,116 30,966


$249,411 $275,369 $960,7£6


$7,374 57,438 $30,100
65,023 74,424 273,142
22,583 35,698 101,811


51,765 96,626 260 597
77,092 87,154 374,282
39,273 38,784 136,105
19,466 12,148 55,155
24 260 24280 ~


$316,631 $398,2t2 $1,375,753
($67,220) ($122,853) ($414,657
(22,169) (22,248) (93,281


($89,389} ($145,101} ($508,248


2,852 2,439 15,216


($t01,76~ 1S167,88~ (S65.4,440


61 1% 54 6% 49 2% 42- 4=,~ 50 8=,


26 6% 18 4% 27 8% 23 5"~ 24 0o,


Pre-Markehng Mar f3ns 9 3% 18 5% 23 4% 20 3°A 18 5% 28 7% 37 6% 34 4% 30 9e~ 33 0~,


Obarabag Cash FlOw (EalTDA) (332 6%) (136 4%) (75 7%) (108 3% (151 0%] (53 1%) (50 3%) (27 fP4) (44 6% (43 204
Operating Income (E81T) (352 2%) (153 6%) (92 2%) (122 5% (167 6%1 (£6 2%) (59 8%) (35 8%) (52 7%1 (52 9°4
Net thcornel(Loss) (362 0%) (158 5%) (97 5%) (127 0%)’ (173 4%] (70 8%) (64 7%) (40 8%) {57 3% (57 7~4


Source: Lehman Brothers, company reports
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Figure 8. Sirius Satellite Radio - Quarterly Cash Flow Statement ($ 000’s, except per share data)


Cash Flows From Operating Activities
Net Income/(Loss)                                                            (6458,$44)($237,828) ($162,895) 16245,597)
Dep~’ec~a8on expense 24,933 25,738 27.583 27,405
Non-cash interest expense/Debt accrebon 761 786 785 775
Careless on oSspesal of assets 221 326 346 772
Nomcash stock compensaSOn e×pensef(beneSt) 284,586 67,289 43 418 42,625
Deferred ~ncoa]e Taxes 753 578 578 156


Cash Flows From investing Activities
Additions to properb/and equipment ($5,496) {822,264) ($66,588) ($6,459]


Cash Flows From Financing Activ]tms
Proceeds from ~ssuance of long-term debt, net .....
Addbonal bor{o~ngs/(repayments) -- -- --
Proceeds from Issuance of common stock, net
Costs assoc~at ed ",,~th deta resbuctunng
Proceeds from exercise of stocl~ opSons 1,459 1 517 1,654 21,757
Proceeds from exer~se of warrants


Fully-Taxed Levered Free Cash Flow
Cash Flow from OperaOolls ($159,341) ($110,947)


les~ Capdal Expenditure (5.496) (22,284)
less Add~ons to System Under Construc~on -- --
less Deferred Tax Benefits ~753~ 57~


Levered Free Cash Flow ($165,590) ($133,809)
Levered Fully*Taxed Free Cash Flow per Reported Shares ($0 12} ($0 t0)


($4,104,667)=


437,918
2,005


22,875


(42,367)
(59,903)
33,519


181,003
3 452


16414,$49)


(S99,827)


127
(t2,339)
26,000


(123,500)
2"29 715
$20,176


25.787


$762,007


$393,421


($144.745) (6150,052) ($481,769) ($457,684 ($554.446]
26,786 22,088 22,169 22,248 93,291


754 784 784 784 3,107
(4) .... (41


24 250 24,260 24,260 24,260 97,040
555 ..... 555


2,088 --              --              -- 2,088


(10.576} (8,300) (5,226) (7,784} (31,973:
(2,924) ..... (2 9241


(47,811 } 33,413 (29,425) 75,054 31,232


21,731 40.292 11,719 84 816 158,558
~ - - - 7 70~


($133,947) ($37,00~ ($77,47~’~ $4t,49~ ($207,5311


(812,458) (825,800) ($25,000) (S5,000) ($67,456


($1,822) 1$25,0~ (825,00~ ($5,00~


$393,421 S259,162


$259,162 $196,562 $94,084


($185,768) 841.507 j ($414,549) ($133,947} (537,600) (S77,478)
(00,588) (5.459 (09,827) (12,468) (25,000) (25,000)


($252,934} $35.892 ($516.44t) ($146,960) ($62.60~ ($102,47~
($0.18) 80.03 ($6 37} ($6 10) ($6.04} ($6 07)


$94,084 S393,421
36.494 ~273 479


$130,577 $119,941


841,494 (8207,531
(5,0001 (67,458


= ~555
$36,494 ($275,544


$9 03 (SO 18


Source: Lehman Brothers, company reports


Figure 9. Sirius Satellite Radio - Quarterly


Current ~ssets
Cash And Cash Equlvatsnts $630,831 $534,963 $317,876 $393,421 6393,421
Matketa ~e Secur=~es 84 400 48,625 34,425 15,506 15,500
Prepeld Expenses 37 016 61,362 64,432 52,588 52,588
Restncted Investments 25,165 25.165 25,(Y30 25,000 25,000
ofner Current Assets 81 013 106 680 ~ 130 757 100 757


Total Current Assets $858,425 8776,795 $534,976 $617,266 $617,266
Properb] And Equipment, Net 8800,478 $803,024 $833,509 $810,389 810,389
FCC License 83,654 83,654 83,654 83,654 83,654
Restricted Investments, Net Of Current PerSon 83,150 83.150 58,300 52,850 52,850
Deferred Financing Fees 15,693 15,635 14,123 13,166 13,166
Othe, Long-Terra Assets 60 704 49138 85 954 81_~203 81 203


Balance Sheet ($ 000’s, except per share data)
IO06A 2QO6A      3Q06A      4QOTA I      2000A      1Q07A      2Q07E      3Q07~      4Q076 I      20076


8259,162 $100,552 694,084 $430.577 $119,941
4,960 4,960 4,960 4,9"30 4,960


61,2 t I 69 507 74,823 82,606 82 608
25,000 25,000 25,000 25,000 25,000


~ 130 757 136 757 130 757 130 757
$481,090 $426,876 $329,624 $373,902 $673,902


6700,001 $798,973 0001,004 $784,556 784,566
83.654 83,654 83,654 83,654 83,654
52,850 52,850 52,850 51850 52,850
12,382 11,598 10,813 10,029 10,029
80 110 80 11____.8080 110 80 110 80 11~0


$1,506,147 $1,454,060 $1,358,855 $1,385,101 $1,385,101


Current Liabilities
Accounts Pay8Ne And Accrued Expenses
Accrued Interest
Deferred Revenue


Total Current Llablhtles
Long-Term Debt
Accrued Interest. Net Of Current Pon~on
Deferred Revenue, Net Of Current Porboq


Total Liablhties
Stockholders’ Equity


Par Vstue
AddiSonst Paid-In Capdst
Deferred Compensa~on
Accum~sted Other Comprehensive Income


Total Stockholders’ Equity
Total LlablgUes And Stockholders’ 6q ulb]


S293,500 8320,702 $314,242 $437,913 $437,913
13,083 24,703 13,083 24,782 24.782


285,188 314,575 3f4,080 412,370 412,370


$591,7~ $661,032 $641,4~ $87&00~ $675,0~’~


$287,$4 2 6320.725 $201,300 8006.355 8366,355
24.782 24,782 24,782 24,782 24,782


484,101 474,393 400,112 570,928 57D,928


76,580 76,580 76,500 76,580 76,550
37_Z~e43 37 943 37 943 37 943 37 94~3


$1,928,057 $2,001,762 $1,954,055 $2,143,927 $2,143,927


S1,435 81,435 S1 435 $4,435 1.435
3,555,f20 3,555,120 3,555 120 3.555.126 3,555,123


($421,910) ($547,702) ($625,201) ($758,825] ($758,825


$1,506,147 $1,464,060 $1,358,855 $1,385,10t $1,385,161


Source: Lehman Brothers, company reports
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Valuation. Our YE 2007E price target of $5.40 is based on a stand-alone Discounted Cash Flow (DCF) valuation. Our key assumptions
include risk free rate of 5.0%, an equity risk premium of 4.8%, levered beta of 1.4, cost of debt at 8.0%, target debt-to-capital of 40%, and
unlevered free cash flow (FCF) growth rate in perpetuity of 3.5%, yielding a 9.0% weighted average cost of capital (WACC) and 18.7x
multiple on terminal year untevered FCF;


Figure 10. Sirius Satellite Radio - Discounted Cash Flow Valuation ($ millions, except per share data)
Terminal Year


2007E           2008E         2009E         2010E         2011E         2012E         2013E Cash Flows


Operating Income (EBIT) ($508,248) ($204,2951 ($76,852) $239,711 $332,218 $456,768 $718,874 $718,574
Less Income Tax Expense ................ 280~


Net Operating Profit Less Adjusted Taxes ($508,24-~ ($204,29~ ($76,55~’~ $239,7t~" $332,21~- $456,76~- $718,87~- $438,330
Deprec~at=on & Amort=zatlon 93,291 87.173 99,709 89,767 85,264 88=323 86,617 85,000
Change in Working Capital 150,832 181,9~0 155,497 123.180 152,413 116,908 95,736 95.736
Cap=tal Expenditures (67.458) (200,000) (100,000) (130,000) (207,236) (154,472) (27,236) (85,000)
Total Other $102,231 $98,865 $98.885 $98,865 $£6,346 $95,728 $95,728 $95,728


Unlevered Free Cash Flow ($229,352) ($36~2971 $177,520 $421,523 $459,003 $603,206 $969.419 $629,794
2007E PV of Unlevered FCF -- (33,293) 149.353 325,291 324,900 391,669 577,316
2008E PV of Unlevered FCF .... 162.874 354,836 354,507 427.478 630=271


PV of Terminal Value 7,029,107 7,663,313 8,354,739 9,108,551 9,£60,375 10,826,349 11,803,163


Sum of the PV of I ntenm Unlevered FCF $1,735,237 $1,929,966
PV of Terminal Value 7 029 107 7 £63 313


Gross Asset Value $8,764,344 $9,593,278
Add Optio~Warrant Proceeds 255,411 255,411
Add. Cash & Equivalents 202,752 277,980
Add PV of Deferred Tax Benefits 467,955 510,176
Less: Debt ~ ~


Net Asset Value (NAV} $8,623,122 $9,405,102
D=luted Shares 1,591,971 1,591,971


Fair Value per Share $5.42 $5.91
Current Pdce $2 90 $2 90
Upside 86 6% 103 5%


Cost of Equity:
Tax-Adjusted Cost of Debt:
Debt/Total Capitalization
Weighted Average Cost of Capital
G (Perpetual Growth Rate)
Termma~ Multiple = (1 +G)/(WACC-G)
Implied Term=na Yr Mu tip e on EB TDA"


118% I
49% I


400% I
90%
35% I
187x
22 6x


Source: Lehman Brothers, company reports
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Figure 11. Sirius Satellite Radio - Returns and Multiples ($ millions, except per share data)


2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E
. ~ .    ,. : -. ~ _.:--- ;=_ _ k : ....
Per Share Metrics


Earnings Per Share (EPS), Excluding Extraord=nary Items
Free Cash Flow per Share
Normal=zed FCF per Share


Per Share Multiples
Price Earnings (P/E) Ratio
Price to FCF
Free Cash Flow Yield
Pnce (Net of NPV of Tax Shields) to Normalized FCF
Free Cash Flow Y~eld


($0 79) ($0 38) ($0 18) ($0 09) $0 07 $0.12 $0 18 S0.29
(0 32) (0 17) (0 06) 0 08 0 24 0 28 0 39 0.64
(0 32) (0.18) 0 02 0 09 0 22 0 27 0 31 0 41


..... 39 lx 24 5x 16 3x 9 9x
-- 37 2x 12 2x 10 5x 7 4x 4 5x
-- 2 7% 8 2% 9 5% 13 4% 22 2%


138 0x 24 9x 10 0x 7 9x 7 lx 5 7x
0.7% 4.0°1o 10.0% 12 6% 14 1% 17.5%


Enterprise Value
Fully Diluted Shares 1,592 0 1,592 0 1,592 0 1,592 0 1,592 0 1,592 0 1,592 0 1,592.0
Current Share Pnce S2 90 $2 90 $2 90 $2 90 $2 90 $2.90 $2 90 $2 90
Equ=ty Market Capitalization $4,620 7 $4 620 7 S4,620 7 $4,620 7 $4,620.7 $4,620.7 $4,620 7 $4,620 7
Add Debt 1,068 2 1,067 3 1,231 7 t,023 0 730 0 500 0 500 0 --
Less Cash, Equivalents & Option Proceeds ~ ~458 2~ (5334) ~448 7) ~534 7~ (745 2~ (1365 6~ ~


Enterprise Value $4,946.8 $6,229.9 $5,3t9.0 $6,196.0 $4,816.0 $4,376.6 $3,755.1 $2,728.9
Operating Cash Flows (EBITDA) ($962 0) ($415 0) ($117 1) $23 2 $329 5 $417 5 $545.1 $805 2


EV/EBITDA nla n/a nla 224.3x 14.6x 10.5x 6.9x 3.4x
EV/Forward EBITDA his n/a 229.7x 15.8x 11.5x 8.0x 4.7x


End=ng Subscribers (’000s) 6,025 8,044 10,054 12,201 14,049 15,753 17,192 18,446
Value per Subscriber $821 $650 $529 $426 $343 $278 $218 $148
06~= EV per Subscriber $821 $650 $529 $426 $343 $278 $218 $148


Cash Flow from Operations ($414.5) ($207.5) $110.8 $224.1 $509.0 $647.8 $774.8 $1,053.5
less Capital Expenditure ~ ~675~ ~ ~ ~130 0) ~ ~ ~272)


Levered Free Cash Flow ($5t4.4) ($275.0) ($89.2) $124.1 $379.0 $440.6 $620.3 $1,026.3


Ending Subscribers (’000s) 6,024.6 8,043.6 10,064.1 12,201.4 14,049.3 16,752.9 17,191.8 18,446.3
FCF per Subscriber (885 36) ($34 19) ($8 87) 510.17 $26 97 527 97 836 06 $55 63


FCF / EBITDA Conversion ...... 535.8% 1t5.0% 105.5% 113.8% 127.5%


Cash Flow from Operations ($4t4.5)       ($207.5)       $110.8 $224.1 $509.0 $647.8 $774.8 $1,053.5
less: Normal=zeal Capital Expenditure (85 0) (85 0) (85.0) (85 0) (85 0) (85 0) (85 0) (85 0)
less: Deferred Tax Benefits


Levered Free Cash Flow ($501.6) ($293.1) $25.~- $139.’~- $345.1 $437.3 $500.3 $658.3


NPV of NOLs $890.7 $970.5 $1,058.1 $1,163.6 $1,178.8 $1,159.7 $1,074.7 $861.5
Per Share $0 56 $0 61 SO 66 S0.72 $0 74 $0.73 SO 68 $0 54


Ending Subscribers (’000s) 6,024.6 8,043.6 10,054.1 12,201.4 14,049,3 15,752.9 17,191.8 18,446.3
FCF per Subscriber ($83 26) ($36 44) $2 57 $11 40 $24 56 $27.76 $29 10 $35 69


FCF I EBITDA Conversion ........ 600.5% 104,7% 104.7% 91,8% 81.8%


Net DebtJEBiTDA NM NM NM 39 4x 1 6x 0 2x (10)x (1.g)x
DebUSubscnber $177 $133 $123 $84 $52 $32 $29 --
Net Debt/Subscnber 97 t 0~ 95 68 32 1 nla n/a


Coverage Ratios
EBITDA/Net Interest & Di~f/dends ....... 0 4x 7 4x 19.5x (41 6)x (15 5)x
(EBITDA-Capex)/Net Interest & Dividends .......... 5 lx 13 4x (25 8)x (12.6)x


Source. Lehman Brothers, company reports


Analyst Certification:
We, Vijay Jayant and James M. Ratcliffe, hereby certify (1) that the views expressed in this research Company Note accurately reflect our
personal views about any or all of the subject securities or issuers referred to in this Company Note and (2) no part of our compensation
was, is or w=ll be directly or ind=rectly related to the specific recommendabons or views expressed in this Company Note.


Other Team Members:
Bhutta, Saboora (LBI, New York) 1.212.526.2063 sbhutta@lehman.com


Company Description:
Sirius Satellite Radio is one of only two FCC licensed satellite radio operators and offers more than 100 music, talk & traffic channels with
limited or no commercials for $13/month.
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Equity Research
Sirius Satellite Radio Inc.
SIRI: QI %li’~cd


NET NEW SUBS HIGHER THAN FORECAST; HOWEVER THIS WAS ON
LOWER QUALITY OEM "SUBSCRIBERS"; RETAIL MUCH WEAKER
THAN EXPECTED--Sirius reported better than expected net new subscriber (sub)
additions (adds) of 556K, relative to our forecast of 510K and consensus of 506K
driven by gross adds of 988K, materially higher than our estimate of 926K and the
909K consensus. However, the composition of the growth skewed toward lower
quality OEM "subs" with retail net adds weak at 193K (a 64% y-o-y decline) well
below our 285K (-47%) estimate. OEM net adds were 365K a 62% y-o-y increase
vs. our 230K forecast. Recall that under SIRI accounting treatment an OEM
"subscriber" starts when a radio is placed in the car at the factory. OEM accounted
for nearly 70% of net additions in Q1 vs. 30% in year ago period. We believe the
retail result is more indicative of overall demand for the SIRI product. Q1 monthly
subscriber chum of 2.3% was slightly higher than our estimate and consensus of
2.2%.


FINANCIAL RESULTS GENERALLY BELOW EXPECTATION--All-in
subscriber monthly ARPU for QI was $10.10, lower than our $10.70 est. and
consensus of $10.56 (mostly due to the family plan pricing, 16% of subscriber
base). Overall revenue was $204M, below consensus of $218M and our estimate of
$216M. Subscriber acquisition costs of $104 were higher than our and consensus
forecasts of $96 and Q4’s $103 result. Operating cash flow loss (excluding stock
expenses) was ($83.9M) higher than our estimate for a ($63M) loss and consensus
at ($66M) loss, driven by the higher SAC and larger gross add result. SIRI
reiterated 2007 guidance.


MODIFYING ESTIMATES DROPPING HIGH END OF VALUATION
RANGE--We are reducing the high end of our valuation range driven mainly by a
reduction in our long term retail net addition forecasts; the lower end remains
unchanged. We raised our EPS forecast for the year from a $0.45 loss to $0.42 loss,
mostly attributed by lower net interest expense.


BOTTOM LINE: SAT RADIO DEMAND CONTINUES TO BE WEAK, A
PROBLEM THAT WILL NOT BE SOLVED THROUGH A SIRI/XMSR
COMBINATION-Another mixed quarter from Sirius, amidst continued
weakemng retail demand for sat radio, which we believe will inevitably effect the
OEM appetite for the product.


A publication of
WACHOVIA CAPITAL MARKETS, LLC


Market Perform / V
Sector: Satellite Radio, Market Weight
May 2, 2007


Earnings Reported


2006A 2007E 2008E
EPS Curr. Prior Curr. Prior


QI (Mar.) ($0.33) ($0.10) A(0.10) NE
Q2 (June) (0.17) (0. I I) NC NE
Q3 (Sop.) (0.12) (0.09) NC NE
Q4 (Dec) (0.17) (0.13) (0.14) NE
FY ($0,79) ($0,42) (0,45) ($0.32) (0,34)
CY ($0.79) ($0.42) ($0.32)


Rev.(MM) $637.2 $961.9 $1,230.4
,gourde Company Data, Wachovla Capital Market& LLC ¢sttmatex, and Reuters
NA = Not Avatlable, NC = No Change, NE = No F~ltmat¢, AIM = Not Meanmgfid


Ticker SIRI
Price (05/01/2007) $2.87
52-Week Range: $2-6
Shares Outstanding: (MM) 1,460.0
Market Cap.: (MM) $4,190.2
S&P 500: 1,486.30
Dividend/Yield: $0.00/0.0%
LT Debt: (MM) $1,097.0
LT Debt/Total Cap.: 23.0%
ROE: NM
3-5 Yr. Est. Growth Rate: NM
CY 2007 Est. P/E-to-Growth: NM
Last Reporting Date: 05/01/2007


Before Open
Source Company Data, Wachovta CapltaI Marketg, LLC e~ttraate& and Reuterg


Valuation Range: $2.5 to $3.5
Our range is based on a discounted cash flow. We use a discount rate of 12% and a
terminal value of 57x 2010E free cash flow. Risks include slower subscriber growth,
high content costs and the potential entrance of terrestrial wireless alternatives,


Investment Thesis:
We are cautious on the outlook for the satellite radio industry and Sirius. We remain
concerned regarding continued weak demand for the satellite radio product.


Media/Cable/Satellite


Jeff WIodarczak, Senior Analyst
(212) 214-5013 /jeff.wlodarczak@wachovia.com
Albert Leung, CFA, Associate Analyst
(212) 214-5012 / albert.leung@wachovia.com
Ryan Stuczynski, Associate Analyst
(212) 214-5014 / r),an.stucz~/nski(~wachovia.eom


Please see page 9 for rating definitions, important disclosnres and required analyst certifications.


WCM does and seeks to do basiness with companies covered in it~ research reports. As a resnlt, investors should be aware that the titan may have a conflict of iuterestIthat could affec~ tile objcctiviq," of the report and investors should cousider this report as onl) a single fac~or in making flleir investment decision.
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Company Description:
SIRIUS Satellite Radio provides listeners with more than 110 channels of commercial-free music, sports,
information and entertainment, with digital quality sound coast-to-coast, broadcast daily from New York
City, Los Angeles, Nashville, New Orleans, Houston and Daytona. SIRIUS offers more than 60 commercial-
free, music channels along with more than 50 channels of sports, news, talk entertainment, traffic and
weather.


SIRh Q1 Mixed


NET NEW SUBS HIGHER THAN FORECAST; HOWEVER THIS WAS ON LOWER QUALITY
OEM "SUBSCRIBERS"; RETAIL MUCH WEAKER THAN EXPECTED--Sirius reported better than
expected net new subscriber (sub) additions (adds) of 556K, relative to our forecast of 510K and Street
expectations of 506K driven by gross adds of 988K, materially higher than our estimate of 926K and the
909K consensus. However, the composition of the growth skewed toward lower quality OEM "subscribers"
with retail net additions weak at 193K (a 64% y-o-y decline) well below our 285K (-47%) estimate. OEM net
additions were 365K a 62% y-o-y increase vs. our 230K forecast. Recall that under SIRI accounting
treatment an OEM "subscriber" starts when a radio is placed in the car at the factory (and as long as a car sits
on a dealer lot through the built in subscription period), which reduces the quality of an OEM "subscriber"
materially (we assume 50% of OEM customers will take the service after the trial period). OEM accounted
for nearly 70% of net additions in QI vs. 30% in year ago period. We believe the retail result is more
indicative of overall demand for the SIRI product. Q1 subscriber chum of 2.3% was slightly higher than our
estimate and consensus of 2.2%.


FINANCIAL RESULTS GENERALLY BELOW EXPECTATION--All-in subscriber monthly ARPU for
Q I was $10.10, lower than our $10.70 expectation and consensus of $10.56 (mostly due to the family plan
pricing, 16% of subscriber base). Overall revenue was $204M, below consensus of $218M and our estimate
of $216M. Subscriber acquisition costs of $104 were higher than our and consensus forecasts of $96 and
Q4’s $103 result. Operating cash flow loss (excluding stock expenses) was ($83.9M), higher than our estimate
of a ($63M) loss and consensus of a ($66M) loss, driven by the higher SAC and larger gross add result. SIRI
reiterated 2007 guidance of total revenue "approaching $1B" (vs. our estimate of $962M), "more than 8M
subscribers" at year end (vs. our estimate of 7.gM subs), average monthly subscriber chum of 2.2 to 2.4% (vs.
our estimate of 2.32%) and SAC of approximately $95 (vs. our estimate of $101).


MODIFYING ESTIMATES DROPPING HIGH END OF VALUATION RANGE--We are reducing the
high end of our valuation range from $4.00 to $3.50 driven by a reduction in our long term retail net addition
forecasts; the lower end remains unchanged at $2.50. We are raising our EPS forecast for the year from a
$0.45 loss to $0.42 loss, mostly attributed by lower net interest expense.


BOTTOM LINE: SAT RADIO DEMAND CONTINUES TO BE WEAK, A PROBLEM THAT WILL
NOT BE SOLVED THROUGH A SIRI/XMSR COMBINATION--Another mixed quarter from Sirius, as
retail demand for sat radio continues to weaken materially, which we believe will inevitably effect the OEM
appetite for the product, exacerbated by a significant increase in subscriber chum related to their ramp in
OEM last year. Despite considerable share price underperformance, we continue to be cautious on the sat
radio industry based on: 1) retail demand continues to be weak, a trend that appears to be spreading into the
all important OEM channel (highlighted be still weak XM OEM promotional conversion rates, 2) significant
merger approval overhang, 3) we believe synergies (while still material) are likely to be lower (we estimate
$250M vs. $500M consensus) and take far longer to realize than the market anticipates, and 4) most
importantly, the current valuation is still arguably rich (assuming a merger is not approved, we estimate the
current $5B EV implies SIRI will reach the roughly -20M sub level vs. 6.5M (which includes a material
number of promotional subscribers) at YE’06; with merger approval we assume the valuation implies roughly
-12M.
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Sirius Satellite Radio
Quarterly 6ubscrlber Mode~ (Figu~s in thousands)


Q12006A Q2 2006A Q3 2006A Q42086A 2006A QI 2007A Q2 2007E Q3 2007E Q4 2007E       20u~’l~


Sirius Sategite Radio Subsorfbers
Retad
OEM and Special Markets
Hedz
Addihon -test


Beginning of Period
Reta~
OEM
Hedz
Add~t=on -test


End of Period
% Annual Cha~Je
Retail
OEM
Hetlz
Addd~on -test


Average giRl Subscribers
Net addlhons by ~;hannel
Retail


OEM


2,465 363 3,000 321 3,276 615 3,482 514 2,465363 4,041,826 4,234,804 4,392 554 4,5!8,554 4,041,828
823.693 1,049 036 1.373 610 1,610 074 823.693 1,959 009 2,323.683 2,616 183 2,913683 1,959.009


27.504 28,390 27 982 26 720 27 504 23 720 22,558 22 308 23.808 23.720
3,316 560 4,077 747 4,678 207 5.119,308 3,316 560 6,024,555 6,581 045 7,031.045 7,456.045 6,024.555
3.316.560 4,077.747 4,678.207 5,119.309 3,318.660 ! 6,024 555 6,581.046 7,031.045 7,456.048 6,024.666
3,000 321 3,276 615 3.482.514 4,041 826 4,041,826 I! 4,234 804 4,392,554 4,518.554 4,778.054 4,778.054
1,049 036 1,373 610 1,610.074 1,959009 1,959,009 I 2,323.683 2.616 183 2,913.683 3,176 183 3,176 !83


28 390 27 982 26 720 23 720 23 720 22 558 22,308 23 808 26 808 26.808
4,077 747 4.678 207 5,119.308 6,024 555 6,024.555 6,581 045 7.031,045 7,456.045 7,981.045 7,981.045


4,077.747 4,678.207 5,119 309 6,024.556 6,024.556 6.531,046 7,031.045 7,466.046 7,98t.045 7,981.045
181 5% 157 8% 135 5% 81 7°~ 81 7% 61.4% 50 3% 45.6% 32 5% 32.5%


2,732 842 3,138 468 3.379 565 3,762 170 3,253 261 4,138 315 4,313 679 4,455,554 4,648.304 4,388 963
938 365 1,211 323 1,491 842 1.784 542 1,356 018 2,141 346 2.469.933 2,764,933 3,044 933 2.605286


27 947 28 186 27 351 25 220 27 176 23 139 22 433 23.058 25 308 23.485
3.697 154 4,377977 4.898 758 5,571,932 4,636.455 6,302,800 6,806 045 7.243.545 7,718,545 7,017.734
3,697 154 4,377.977 4,898.756 5,671 932 4,636.455 6,302.800 6,906.046 7,243.546 7,7’18.546 7,017.734


534.958 276 294 205 899 559 312 1,576 463 192,978 157,750 126 000 259.500 736.228
169% 13% -2% ~8~ 1 4~ -64% .43% -39% -54~A -53 3%
.41% .48% -25% 172~ -65% -18% °20% 1(~
79% 46% 47% 62~ 08 2~ 34 7% 35 1% 29 6% 494~ 37 6%


225 343 324 574 236 464 348 935 1,135 316 364 674 292 500 297 500 262,500 1,217,174
lO~f~ 167% 59% 44~ 83 (PA 69% -10% 26% -25~( 7~%


*7% 44% -27% 48~ 5% -29% 2% -12’~


0.886 (0 408) (1 262) (3 000 (3 784’, (1 162) (0 250) 1 500 3 000 3 088


Net additions 761.187 600.460 441.101 905.247 2,707 995 556.490 460 000 425.060 525.000 1,956 490
% Annua~ Change 149 2% ~4 1% 22 9% -30 8~ 24 6~ -26 9% -25 1% -3 7% .42 (PA -278%
% Sequenlal Change -334% -21 I% -265% 1052~ ..385% -191% -56% 235Y


3ross Additions
Annua~ Change
Sequential Change


199 646 229 844 291 295 328,329 1,049 431 968 449 199 510.670 562 682 1.955
2950% 2403% 1751% 1658~ 1164% 954% 783% 714~A 863~
61 6% 15 1% 26 7% 12 7"/ 31 6% 4 0% 13 7% 10 2~


961 830 732 1,234 3,757 988 458 899 199 935 670 1,087 682 3,911
1699% 915% 574% -26~ 490~ 29% 83% 278% -I1 8~A 41~
-24 1% -13.6% -11 8% 684°~ -199% -90% 41% 162~


Monthly % Chum Rate 1 80% 1 75% 1.98% 1 96% 1,89°A 2 28% 2.20% 2.35% 2 43°~ 2.32%


Source Company data and Wachowa Capital Markets. LLC estimates
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Sirius Satellite Radio
Quarterly Income Statement (Dogars in miglons, except for per subscriber and per share amounts)


QI 2006A Q2 2006A Q3 2006A Q4 2006/
Revenue’


2006A Q12007A Q22007E Q32007E Q42007E 2091�


Total Subscdber Revenue
Annual growth


Average Monthly Revenue Per Subscriber -calculated
Advertising revenue


Average Monlhly Revenue Per Subscriber
Equipment Revenue


Revenue per gross addition
Other Revenue


Average Month,/Revenue Per Subscriber
Total Revenue


% Annual Change


$115.181 $137.638 $159.337 $167.21( $676.364 $t90.796 $219,496 $238,777 $243.t34 $889.20:
1749% 177 4% 141 7% 146 6~ 157 3% 65 6% 59.5% 51,8% 45 4% 545~
$10 38 $10 48 $10 57 $10,00 $10,34 $10 09 $10,75 $10 85 $10.50 $10.56
7 338 8.125 7.130 8.461 31.044 6 721 10.005 11,083 12.041 39.849
$0 66 $0 62 $049 $0,51 $0 56 $0 36 $049 $0,51 $0,52 $047
3,692 3.096 3 679 16,431 26.798 4 671 4.496 4.678 9.789 23,634
$384 $3 73 $489 $13 32 $7 13 $4.73 $5 O0 $5,00 $9,00 $604
0.463 1,221 1 067 1,288 4.029 1.849 2,450 2.173 2.779 9,261
$0.04 $0 09 $007 $0 08 $0 07 $0.10 $0 12 $0,10 $0 12 $0.11


126.664 150.078 167.113 193.380 637.235 204 037 236,446 283,711 267.743 961,937
193 1% 187 5% 1501% 141 7%1 163 1% 61 1% 57 5% 51.8% 385% 51.0~


Total Average Monthly Revenue Per Subscnber-calculateq $1142 $11.43 $11.37 $11.57


Operating Expenses:


Cost Of Revenue
Satel0te and Transmission
% annual growth
Programming and content
% annual growth
% of subecnber revenue
Revenue share and royalties
% annual growth
% of subecnber revenue
Customer sen/Ice and bgPng
% annual growth
% of subscnber revenue
% sequential growth
Average monthly cost per sub
Cost of equipment
% O| equipment sales


Total Cost Of Revenue


$11 45 $10 79 $11.58 $11 68 $11.56 $11 42


(7.301) (17.686) (7.090) (7.152) (39,2291 (7.330) (7.959) (7,374) (7.438) (30,100
7% 165% -2% 0% 41~ 0% -55% 4% 4% -23~


(56444) (53.011) (55.917) (64,843) (230,2151 {57 063) (56.775) (60,390) (70.67~ (244,907
130% 236% 138% 85% 133~ 1% 7% 8% 9% 6~
49% 39% 36% 39% 40°/, 30% 26% 26% 29% 28~


(13.827)l prw~usly ~sdosed n~ ~ a sep~ale ~em (27134) (28.534) (30,65t) (31.607) (117,927
NM[ h~ as pa~t of Programming & Content and 101% NM NM NM N~


12%[ S~es & Mar~eUng 14% 13% 13% 13% -13~


(15 841) (13.659} (14.715) (23.919} (68.137 (21.654) (19,123) (20 608) (31,09~ (02,477
67% 77% 56% 20% 46~ 37% 40% 40% 30% 36~
14% 10% 9% 14% 12~ 11% 9% 9% 13% 10~


-21% -14% 8% 63% -9% -12% 8% 51%
$1 43 $1 04 $1 00 $1 43 $1 15 $094 $0.95 $134


(3 465) (3.467) (6 196) (22.105) (35,233 (6 292} (5.035) (7 018) (12,23~ {33.581
94% 112% 173% 135% 131~ 199% 112% 150% 125% 142~


(83 051) (87 823) (83 921) (118.019) (372 814 (122473) (117.426) (126 038) (153.056] (518 992


gales and marketing
% of subscriber revenue
% annual growth
% sequenPat growth
Subscriber acquisition costs
% annual growth
General and administrative
% annual growth


% sequanbel growth
Research and development
% annual growth


(39 296) (56.609) (41 474) (85.115) (222.492 (32,818) (49.255) (31.935) (83.836] (197.839
34% 41% 27% 51% 39% 17% 22% 14% 34% 22~
7% 65% 9% 35% 29% -17% -13% -23% -2~ -11 ~


-37 7% 44 1% -26 7% 105 2% -61.8% 51.5% -35.2% 162,5%
(109.144) (109.663) (80 863) (121,045) (419.716) (98.237) (98,912) (93.667) (92,463] (383.169


59% 58% 18% -17% 19% -10% -9% 16% -24% -9~
(19.144) (21 663) (23,517) (23,224) (87.538) {23 403} (26,417) (28.691) (27 869’, (106.379


29% 53% 68% 37% 46% 22% 22% 22% 20~ 22~
13% 13% 9% -1% 1% 13% 9% -3~


(12,679) (12,775) (20.491) (12,787) (58.732) (11.405) (13,031) (14,344) (14.066: (52,845
29% 8% 109% 11% 37% -10% 2% -30% 10% -10~


SAC - as calculated
CPGA-Wachovla estimate
% Sequential Change


Operating Cash Row


Depreciation expense
Equity Granted to 3rd Part~es and Employees


Total operating expenses


Operating Loss
Margin on Total Revenue
% Annual change


($113) ($131) ($114) ($103 ($114) ($104) ($111) ($103) ($87 ($101
($154) ($199) ($171) ($1721 ($173) ($137) ($165) ($137) ($1641 ($151


(139,650) (137.445) (83.153) (166,809] (524,057) (83.999) (68,869) (40.863) (103.5361 (296.0~


(24 933) (25,738) (27 583) (27 4951 (105 749) (26 786) (27 500) (28,000) (28,045 (110.331
(284 586) (67 289) (43 418) (42 6251 (437 918) (24~260) (45 000) (45,000) (45 000 (159.26~


(572 833) (380 550) {321,267) (430 309’, (1.704,959) (339 082) (377.535) (367 574) (444,324 (1,528 51 ~


(446.169) (230.472) (1~4.154) (236.9291 (1,067.724) (135,045) (141,089) (113,863) (176.681 (566.57~
-352 2% -153 6% -92 2% -122 5% -167 6% -66 2% -59 7% ~4.9% -66 0~, -58.9~,


132 6% 32 0% -7 6% -20 3% 26.5% -69 7% ~38 8% -26 1% -25 5~ *46 9~


Source Company dala and Wachovla Capital Markets. LLC eskmales
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Sirius Satellite Radio
Quarterly Income Statement (continued) (Dollars in mllhons, except for per subscriber and per sham amounts)


Q1 2006A    Q2. 2006A    Q32006A    Q4 20061 2006A     Q1 2007A     Q22007E     Q3 2007I=     Q4 2007E 2007E


Operating Losses (446.169) (230.472) (154.164) (236.929 (1,067.724’, (13S.045) (141.089) (113.863) (176.581 (666.5781


Other Incoree (Expense} :
Debt Reskuctur~ng
Interest Income
Interest Expense
Other


Net Income (Loss} before Income taxes


Income tax expense


9 937 8 873 7 750 6 760 33,320 6 042 6 500 6 500 6.500 25 542
(17 124) (15 660) (15 921) (15.327 (64 0321 (15 192) (18 750) (18.750} (18 750 (71 442


(4.435) 0.009 0 005 0.055 (4 366’~ 0.005 0.005
{467 791) (237 250) (162 320) (245441 (1,102 6021 (144 190) (153.339) (126 113) (188831 (612473


(0 753) (0.578) (0 578) (0 156 (2 0651 (0.555) (0 607} (0.607) (1.769


Netlncome (Loss} attributable to coremon shareholders (457791) (237 828) (162 898) (245 597 (1.104.8671 (144 745) (153.946) (126.720) (188.831 (614 242


Average Diluted Common Shams Outatandmg 1,307 1,404 1,406 1,414 1,403 1,457 1,462 1,463 1,466 1,453
Average Basic Common Shares Outstanding 1.387 1,404 1.405 1,414 1.403 1.457 1,462 1,463 1,468 1,463


Earnings Per Share- Diluted
Earnings Per Share - Basic


($0.33) (S0,17) ($0.12) ($0 17:
($0 33) ($0 17) ($0 12) ($0.17


($0.791 ($0.10) ($0.11) (S0.09) ($0.13     ($0.421
($0.791 ($0 10) ($0.11) ($0.09) ($0.13     ($0.421


Source Company data and Wachov~ Capital Markets, LLC estimates


Sirius Satellite Radio
Annual Subscriber Model IFIgures in thousands) For Fiscal Year~ Ended December 31


2002A 2003A 2004A 2005A 2066A 3007E 2~8E 2009E 20t0~


I~idus S~tellite Radio Subscribers
Beginning of Period 20 947 261 061 I 143 258 3 310 560 0.034 555 7,981 (:,15 g.451 489 10,438 928
End of Period 25 947 261 ~1 1 143 2~8 3 316 ~60 0,024 555 7,981 045 9,451 489 10,438 928 11.111 419


% Annual Cha~go 772% 338% 1 ~ 82% 32% 18 4% 10 4% 6.4%
Average StRI Subscribers 117 090 549 ~ 13 1 916 788 4,636 455 7,017 734 8 716 267 0,945 209 10.775 173


Net addlUorm 29.947 231.114 552 157 3,173,302 2,707 995 1,930,400 1,470.444 987,438 572.492
% AI~MBI CP~ 671 7% 281 7% 145 4% 24 6% -27 8% -24 8% -32 8% -31 0%


1,568.596 2,703.310 %005.551 1,435.170 1,392 152 1,012.795 817.845
~3 O% 34 7% 45 2%


Gro~s Additions 29 947 255 437 986 206 2 520 828 3,757 109 3.911 003 4,033 027 4.090 343 4,228 299
% Annual Cha~ge 753 0% 386 1% 155 6% 49 0% 4 1% 3 1% 1 4% 3 4%
Monthly % Ch u(~l Rale 1 7% 1 5% I 3% 1 9% 3 3% 2 45% 3 50% 2.75%


8ounce Company dale and wachov~ C~pltel Markets LLC estimates
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Sirius Satellite Radio
Annual Income Statement (Dohar$ in millions, except for per subscdfier and per share amounts) For FleclJ Yaar~ Ended OeGember 31


2002A      2003A      3004A      2305A      2806A      2307E       200~E       3009E       20t{Y¢


Total 8ubscrlper Revenue                       $8 623 $12.615 $62.881 $223.615 $5/5.364 $309,203 $1,126,.~9 $1,31 t 046 $1,448.667
An~al ~row~h 1925% 398% 2~6% 157% 55% 27% 16% 11%


Average Monthly Revenue Pe~ Subscnber -cak:ulale~ (q~Jarledy zwefage) $8 98 $9 54 $9 72 $10 34 $10 56 $10 77 $10 99 $11 21


0 146 0 116 0 906 6 131 31 044 39 849 67 987 89 507      109 ~07
$0 08 $8 14 $0 27 $8 56 $0 47 $8 65 $0 76 $0 65


3% 6% 6%1% 1% 6%
0 061 2 898 12 271 26 798 23 fi34 20 165 16 361 12 685


$2 94 $4 67 $7 13 $6 04 $5 00 $4 00 $3 00
0 936 0 980 0 169 0 228 4 029 9 251 15 689 23 069 32,326
$800 $81~ $003 $001 $007 $011 $815 $020 $025
0 8O5 12 872 6~ 854 242 245 637 235 961 937 1.230 350 1.440 783 1,~03 784


1499% 419% 262% 163% 51% 26% l~a 11%
$9 16 $10.16 $10,53 $11 48 $1%42 $11,76 $12.07 $12.40


Operating Expensss.


sales and marketing
% annuat gro~l
% of revenue


Subscriber scquls8ion o~sta
% annual growth
General and admlnlstr=tlve
% annual growth


SAC
CPGA -Wachovta ssfimate


Total operating


(38 308) (32 604) (31 157) (27 656) 138 229) (30 100) 131 304) (32 557) (33 859)
-17% -4% -11% 41% -23% 4% 4% 4%


(22 728) (30 214) (63 949) (98 817) (230 215) (244 907) (295 787) (352 5~8) 1391 351)
33% 112% 55% 133% 6% 29% 18% 11%


240% 102% 44% 40% 28% 27% 27% 27%


I {117 927) (138210) (159495) (179431)
NFA 17% 15% 13%


13% 12% 12% 12%
(7 862) (23 657) (22 341 ) (46 653) (65 137) (92 477) 1116 101) 1127 69~) 1135 767)
1262% 201% -6% 109% 46% 3~% 26%


$16 84 $3 39 $2 03 $1 22 $1 10 $1 11 $1 07 $1 05
1262% 184% 33% 19% 11% 10% 6% 9%


(0 115) (3 467) (11 827) (35 233) {33 581) (22 182) (16 361 ) (12 685)
96%189% 129% 131% 142% 119% 100% 100%


(69898) 186 590) (120 9141 (185153) (372814) (518992) !6~ 584) !688 877) 1753 093~


(87 347) 1122 327) 1153 899) 1172 202) (222 492) 1197 539) (231 121) (268130) (308 315)
49% 26% 12% 29% -11% 17% 16% 15%


121 038) (74 8~0) (173 702) (351 241) 1419 716) (383 169) (336 774) (28~ 585) (266 353)


(30 682) (36 211) (44 026) (59 631 ) (87 530) 111~ 379) (125 527) 1143 101) 1161 704}
16% 22% 3~= 46% 22% 18% 14% 13%


3811% 261% 66% 28% 14% 11% 10% 10% 19%
(30 087) (24 534) (30 520) (42 925) (58 732) (52 845) (57 072) (62 209) (66 564)


-18% 24% 41% 37% -10% 6% 6% 7%


($293) ($177) ($129) ($114) ($101) ($85) ($73} ($63)
($772) (~333) ($207) ($173) ($151) ($142) ($139) ($136}


(238.247) (301,830) (4~L209) (530.107) (624,057) (29~,987} (128 "/25) (18.800) 47.726


(82 747) (95 353) (95 370) (98 555) (105 749) 1110 331 ) 1112 536) (114 788) 1117 084)
7 867 (12 072) 1126 725} 1163 078) (437 916} (159 260) 1167 223) {175 584) (184 363)


1313 932) 1451 947) (745 158) (1.072 985) {1.704 959) 11 528 515) 11,635 339) 11 751 055) (1.867 506)


Operafing (Loss) I Profit ($3t3.127) ($439.075) ($678.304) ($830 740) ($1.067.724) ($866.5/5) ($808.489) ($310.2"/2) ($263.72z)
M~r~n on Total Revenue -1015% -343% -130% -59% -33% -22% -16%
% Change NM NM NM NM 86% -47% *26% °24% -16%
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Sirius Satellite Radio
Annual Income Statement (continued) (Collars in mSItan=, except for per subscrlhar and per share amounta} For Fiscal Years Ended December 31


2062A 2003A 2004A 2005A 2006A 2007E 2008E 2006E 2010E


Operating Loses ($313 127} ($430.075] ($576 304) (~830.740) ($1,067.724) ($~6 578) ($406.489) ($310.272) ($253.722}


Other Income (Expense),


Income lax expense {4 201) (2 311) (2065) (I 769) (1 857)


Net Income (Loss) (422 481) (227 760) (712 162) (864 597) (1,104 867) (614 242) (483 877)


Preferred Stock Glwd~ds (45 300) (8 574)
Preferred Slock Deemed Dl~nder~s (0 ~85) (79 634)


Net Income (Lo~s) to ~ommon shareholders (468 465) (315 968) (712 162) (864 597) [1,104 867) (514 242) (483 877)


Average D~lutad Common Shares outstanding
Average Basic Common Shar~ Oul~tandlng


827 1 239 1 326 1,403 1 463 1,513
827 1 239 I 326 1 403 1.463 1 513


Earnings Per Share- Diluted ($6 13) ($6 38) ($6 57) ($0 65) ($0 79) ($0 42) ($6 32)
Earnings Per Share - Basic ($6 13) ($6 38) ($0 57) {$6 65) ($0 79) ($6 42) ($6 32}


(385 115) (330 242)


1.563 1,613
1 563 1.613


($6 25) ($0 20)
($6 25) ($6 20)


Sirius Satellite Radio
Free Cash Flow Ana;y~ta (Dollars In mdllOnS, except for per share and per aublcrihar amounts) For Fiscal Years Ended Oe~emhar 31


2002A 2003A 2004A 2005A 2006A 200?E 2008E gO09E 201tin
Sources and Usea
Operalmo Cash Row (238 247) (331 050) (456 209) (569 107) (524 057) (295 087) {128 729) (19 906) 47 725
Net Cash Interosl Expense (47 206) (27 802) (19 474) (42 496) (61 186) (45 146) (73 530} (72 893) (74 473)
Change m Working Cartel (49 373) 52 529 129 421 320 404 114 749 05 559 200 0On 150 000 150 000
Olher 14 015 22 336 11 799 15 550 49 306 0 075 !1 857) (1 950) 12,048~
Caah flow from operations (320 81 t) (284 487) (334 463) !275 340) (421 188) 1254 899t (4 1161 55 257 121 2~5


PPE (41 165) (20 118) (25 589) (49 888) (99 527) (54 958) (235 060) (45 0CO) (40 006)
NFL p~’nenta (85 000) - (22 810) (30 000) (30 006)
Other Inveslzng a~b~q~es - - 0 443 0 072 (5) 0
Cepex ~nd rove=brig acsv~eds (41 165) (20 118) (113 146) (49 816) (104 704) (77 672) (265 000) (75 000) (40 0C0)


Free Cash Flow before non.cash interest (361 978) (304 605) (447 ~09) (325 156) (525 892) (332 571 ) (269 116) (19 743) 81 2~5
Non-cash Interest (58 957) (22 7O8) (21 912) (2 865) (2 846} (0 754 ) 0 0~O 0 O06 0 000
Free C~sh Flow (425.933) (327 313) (409.021) (328 021) (525 738) (333,325) (260,tt6) (10,743) 01,205


Not ~sld (debt) 305 (309) (205) (55~) (880} (1,036) (1,056) t’~,, =~
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Sirius Satellite Radio
Discounted C~sh Flow Valuation (Dollars In millions, ex~pt for per share and per subscriber amounts)


2~02A 2003A
Free ~sh flow (421) (327)
Intem~( expense 47 28
Unlevemd Free Cash Flow (374) (300)


YE 2006 PV ol FCF titscounled at 12%
YE 2007 PV of FCF timc~unted al 12%


Valuahon rae~e


2004A 2005A 2006A 2007E
(470) (32ti) (529) (333)
19 42 61 45


(4so) (236) (4S8) (2~)


(269} (20) til


(257) {156)
4~


99
(175) 111


(21)
4,762


440


1,414
138


52
4


1.717


$2 83


$3,50
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Required Disclosures


Sirius Satellite Radio Inc. (SIRI) 3-yr. Price Performance


Date


Data Close Price ($) I Rating Coda I Val. Rng. Low I Val. Rng. High
6/1612004 WIodarczak


# 6116/2004 3,23 3 2,00 3,00
¯ 7/2212004 2 46 3 1.75 2.75
e 8112/2004 2,16 3 1 00 2.00
¯ 10/7/2004 3,87 3 2,50 3.00


¯ 11/19/2004 4 72 2 4.50 5.50
¯ 7/22/2005 6.83 2 4.00 6.00
¯ 911/2005 6.88 1 7.00 9.00


¯ 113012006 5.86 1 6.00 8,00
¯ 5/3/2006 4 72 1 5 00 7,00
¯ 5/25/2006 4 22 1 4.00 6.00
¯ 81212006 4,02 1 4.00 5.50
¯ ¯ 111912006 4 29 2 4.00 4.50
¯ 2/28/2007 3,65 2 2,50 4.00


Source Waehov=a Cap~tal Markets. LLC estimates and Reuters data


Symbol Kay Rating Code Kay
v Rating Downgrade e. Imhat~on. Resumption. Drop or Suspend 1 Outperform SR Suspended


Rating Upgrade J Analyst Change 2 Market Perform NR Not Rated
,= Valuation Range Change Spht Adlustmant 3 Underperform NE No Estimate


Additional Information Available Upon Request


I certify that:
1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or issuers discussed;
and
2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by me in this
research report.


¯ Wachovia Capital Markets, LLC maintains a market in the common stock of Sirius Satellite Radio Inc.
¯ Wachovia Capital Markets, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in the next
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three months from Sirius Satellite Radio Inc.


Risks include slower subscriber growth, high content costs and the potential entrance of terrestrial wireless alternatives.


Wachovia Capital Markets, LLC does not compensate its research analysts based on specific investment banking transactions. WCM’s research
analysts receive compensation that is based upon and impacted by the overall profitability and revenue of the firm, which includes, but is not
limited to investment banking revenue.


STOCK RATING


1 = Outperform: The stock appears attractively valued, and we believe the stock’s total return will exceed that of the market over the next 12
months. BUY


2 = Market Perform: The stock appears appropriately valued, and we believe the stock’s total return will be in line with the market over the next
12 months. HOLD


3 = Underperform: The stock appears overvalued, and we believe the stock’s total return will be below the market over the next 12 months.
SELL


SECTOR RATING


O = Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.


M = Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.


U = Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.


VOLATILITY RATING


V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the analyst expects
significant volatihty. All IPO stocks are automatically rated volatile within the first 24 months of trading.


As of: May 2, 2007


42% of companies covered by Wachovia Capital Markets, LLC
Equity Research are rated Outperform.


55% of companies covered by Wachovia Capital Markets, LLC
Equity Research are rated Market Perform.


3% of companies covered by Wachovia Capital Markets, LLC
Equity Research are rated Underperform.


Wachovia Capital Markets, LLC has provided investment banking services
for 36% of its Equity Research Outperform-rated companies.


Wachovia Capital Markets, LLC has provided investment banking services
for 32% of its Equity Research Market Perform-rated companies.


Wachovia Capital Markets, LLC has provided investment banking services
for 30% of its Equity Research Underperform-rated companies.


Additional Disclosures For International Clients


For additional disclosure information please go to: www.wachoviaresearch.com


The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For certain non-U.S, institutional readers (including readers in the EEA), this report is distributed by
Wachovia Securities International Limited. For the purposes of Section 21 of the U.K. Financial Services and Markets Act 2000,
this report has been approved by Wachovia Securities International Limited. This research is not intended for, and should not be
relied on by, private customers. Please consult your Financial Advisor or the Wachovia Securities office in your area for additional
information. U.S. residents are directed to wachovia.com for investment and related services.


For Wachovia Securities International Limited’s policy for managing conflicts of interest in connection with research, please go to:
w~w ,~ achov~arc,~earch.com,co~fl~cts
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Important Information for A ustralian Recipients


Wachovia Capital Markets, LLC ("WCM") is exempt from the requirements to hold an Australian financial services license in
respect of the financial services it provides to wholesale clients in Australia. WCM is a registered broker-dealer registered with the
U.S. Securities and Exchange Commission, and a member of the New York Stock Exchange, the National Association of
Securities Dealers, Inc. and the Securities Investor Protection Corp. WCM is regulated under U.S. laws which differ from
Australian laws. Any offer or documentation provided to you by WCM in the course of providing the financial services will be
prepared in accordance with the laws of the United States and not Australian laws.


Additional Disclosures
WCM is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the New York Stock
Exchange, the National Association of Securities Dealers, Inc., and the Securities Investor Protection Corp. Waehovia Securities
International Limited is a U.K. incorporated investment firm authorized and regulated by the Financial Services Authority.


This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information. The information in this report has been obtained or derived from
sources believed by Wachovia Capital Markets, LLC, to be reliable, but Wachovia Capital Markets, LLC, does not represent that
this information is accurate or complete. Any opinions or estimates contained in this report represent the judgement of Wachovia
Capital Markets, LLC, at this time, and are subject to change without notice. Wachovia Capital Markets, LLC, and its affiliates
may from time to time provide advice with respect to, acquire, hold, or sell a position in, the securities or instruments named or
described in this report. For the purposes of the U.K. Financial Services Authority’s rules, this report constitutes impartial
investment research. Each of Wachovia Capital Markets, LLC, and Wachovia Securities International Limited is a separate legal
entity and distinct from affiliated banks. Copyright © 2007 Wachovia Capital Markets, LLC.


SECURITIES: NOT FDIC-1NSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE
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Before the
COPYRIGHT ROYALTY BOARD
LIBRARY OF CONGRESS
Washington, D.C.


Page 1


In the matter of:


Digital Performance Right in
Sound Recordings and
Ephemeral Recordings for a


New Subscription Service


Docket No.
2005-5 CRB


DTNSRA


Room LM-408
Library of Congress


First and Independence Avenue, S.E.
Washington, D.C. 20540


Tuesday,
July I0, 2007


The above-entitled matter came on
for hearing, pursuant to notice, at 9:30 a.m.


BEFORE:


THE HONORABLE JAMES SLEDGE, Chief Judge
THE HONORABLE WILLIAM J. ROBERTS, JR., Judge
THE HONORABLE STAN WISNIEWSKI, Judge


(202) 234-4433 Neal R. Gross & Co., Inc. www.nealrgross.com
01e32389.5815.4a32-8473.696469535605
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P-R-O-C-E-E-D-I-N-G-S
9:34 a.m.


CHIEF JUDGE SLEDGE: On the
Good morning. We’ll come to order.


We’re here to take on a new proceeding of new
subscription service and Docket 2005-5. Some
or all of the parties have asked for opening
statements. Who wants to go first on opening
statements?


MR. MILLER: Your Honor, this is
Ralph Miller on behalf of XM Satellite Radio.
I believe we are entitled to begin and we
would like to start the opening statements.
Before we do, we have a housekeeping matter we
would like to discuss with the Court that we
think will simplify things. Mr. Handzo, do
you want to summarize the stipulation we have?


MR. HANDZO: For the record, Your
Honors, David Handzo on behalf of
SoundExchange. As I think the Court is aware,
the parties have agreed to submit a fair
amount of the evidence in this case by


Page Page 5


stipulation, either stipulating to the
admission of testimony that was taken in the
case of 2006-1 which is identical to the
testimony submitted in this case or by
submitting the written direct testimony in
this case supplemented by deposition.


We have formalized that
WITNESS (XM) DIRECT CROSS REDIRECT RECROSS
Steven Cook
By Mr. Thompson 53 92
By Mr. Freedman 81


Tasneem Ch~pty
By Mr. Miller 97
By Mr. Hellman 156
By Mr. Freedman 231


Exh~blt No. Document Mark Recd


Services
Written Direct Testimony
of Steven Cook


55 56


2 Written Direct Testimony 107 107


of Tasneem Chipty


3 Demonstrative Exhibit 154 154
SoundExchange
1 Ch~pty Deposition Transcript 158


2 XM Document 227


8 stipulation. I don’t think we actually have
9 the stipulation in the courtroom. We expect
10 it shortly and will provide it to the Court as
11 soon as it arrives.
12 CHIEF JUDGE SLEDGE: Remember that
13 as we hear testimony there may be witnesses
14 that we will require to be here
15 notwithstanding your stipulation and we’ll
16 advise you as soon as that’s determined for
! 7 any particular witness and once we receive
1 s your formal pleading.,
19 MR. MILLER: We understand, Your
2 0 Honor.
21 MR, HANDZO: Your Honor, if I may,
22 one other brief housekeeping matter. The


2 (Pages 2 to 5)


(202)    234-4433 Neal R. Gross & Co., Inc. www.nealrgross.com
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SDARS service. Is that right?


A We don’t know for certain.


Page 84


We


certainly -- We believe that it has, but we


haven’t measured it quantitatively.


Does XM have any data on thatQ


question?


A


Q


Not that I’m aware of.


Now I think you said that main


benefit to XM with this deal is exposure. Is


that right?


A


Q


to the Judges’ questions and in your written


testimony that in addition to that main


benefit XM receives $2.5 million or the


benefits by way of either a payment of $0.5


That’s right.


And you also testified in response


Is that a fair


Yes.


And those benefits supplement the


Right?


million or in advertising.


characterization?


A


Q


main benefit of exposure.


A They do.


(202)    234-4433 Neal R. Gross & Co., Inc. www.nealrgross.com


01e32389-5815,.4a32-8473-69646953560~
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Page 166


other source like a CD or an MP3; is that


correct?


A I suppose that’s -- that sounds


reasonable to me, yeah.


Q In your testimony you discuss how


Sirius and XM use these services primarily as


a promotional device for their satellite radio


services. Is it your testimony that XM and


Sirius wouldn’t have entered into these


arrangements but for the promotional effect


they hoped to achieve?


A That is my understanding, yes.


Q And I won’t get into specific


numbers here, but in fact, the actual revenues


that Sirius and XM receive for providing the


service are quite small to perhaps even


trivial, correct?


A Yes, I would characterize them


approximately that way, yeah. I give a much


more detailed description in my written


testimony.


Q I understand. And clearly, ma’am,


(202) 234-4433 Neal R. Gross & Co., Inc. www.nealrgross.com
01e32389-5815-4a32-,8473-696469535605
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Sirius Satellite Radio, Inc.
SIRI - NASDAQ


Buy


0


From To
Changes (Previous) (Current)
Rating -- Buy
Target Price -- $5.00
FY07E EPS $(0,54) $(0.40)
(Net)
FY08E EPS $(0.21) $(0.22)
(Net)
Stock Data
Price (05/04/07): $2.85
52-Week Range: $5 - $3
Market Cap.($mm): $5,055.0
Shr.O/S-Diluted (ram): 1,773.7
Enterprise Val, ($mm): $6,177.0
Avg Daily Vol (3 Mo): 45,405,200
Dividend ($): $0.00
Yield (%): 0.0%
S&P Index: 1,505.62


EPS(Net) 2006A 2007E 2008E
1a $(0.33)A $(0.10) NE
2Q (0.17)A (0.10)
3Q (0.12)A (0.08) NE
4Q (0.17)A (0.12) NE
FYDec $(0.79)A $(0.40) $(0.22)
PIE NM NM NM
Revenue (Net) $637.2M $930.1M $1.28B
EV/Revenue 9.7x    6.6x 4.9x


May 7,2007


Updated Model and Thoughts: Maintain Buy and $5 Target


Kit Spring, CFA 303.291.5201 springk@stifel.com
Company Update


Our updated model is attached - DCF value remains $5: We made
several minor changes based on 1Q, but no material changes to our DCF.
Our key assumptions are as follows:
¯ OEM penetration, which is the #1 variable in our model, goes from 1 out


of 3 new cars today to 3 out of 4 by 2012.
¯OEM conversion rate trends from 50% in 2007 to 40% by 2012 due to


competition from iPods & HD Radio and because lower priced cars are
likely to be more price sensitive.


¯Gross retail additions decline 5-10% a year because satellite radio
becomes factory installed in new cars, the preferred way to receive it.


¯ Monthly self-pay churn increase 0.05% per year from 1.73% in 2007 to
1.98% in 2008 due to increased competition from iPods, HD, Internet.


¯ The above drives total subs from 6.6MM currently to 16MM by year-end
2012, or about 1-2MM net additions per year.


¯SIRI eventually will raise montly prices by $2 from $13 to $15, but not
until about 2-3 years from now when it has more subscribers.


¯ Costs/sub come down due to economies of scale and mass production:
SAC from $95 in 2007 to $50 by 2012. Exception is royalties and
revenues share which rise from 13% to 18% of revenues because of
increasing mix of OEM.


¯ The above yields EBITDA and FCF positive in 2H08 and full year 2009.
¯ The above yields ~950MM or $0.52 of FCF in 2012 with $0.85 of net


cash.
¯Conservatively putting a market multiple of 16x FCF/share and


discounting back to today at an 9.5% cost of equity yields $5. We also do
a more detailed traditional DCF that yields a similar value.


¯ A successful merger with XMSR could add $1 to our valuation.
¯ See our details section for sensitivity analysis on some of the above key


assumptions.


We are maintaining our Buy rating and $5 target.


O
All relevant disclosures and certifications appear on pages 10 - 12 of this report. Page 1







Sirius Satellite Radio, Inc. (SIRI) May 7, 2007


1Q06 Review:


2007 guidance was below to roughly in-line with our estimates:
Guidance for >SMM subscribers was in-line with our estimate of 8.1MM.
¯ Revenue guidance of "approaching $1 B" was slightly below our estimate of $930MM and prior guidance of $1B.
¯ SAC guidance calling for $95/sub was above our previous estimate of $90.


1Q Net OEM Subscriber Additions up 62% y/y: In 1Q SIRI added 365k net subscribers (significantly above our 297k
estimate) through the OEM channel compared to 193k (in line with our estimate) through the retail channel. OEM
represented 66% of total net additions and demonstrates how crucial this channel is to SIRI’s growth prospects.


1Q top line, bottom line and SAC missed, churn in-line: Top line missed due to lower than expected ARPU ($10.46
compared to our estimate of $11.16) and higher than expected SAC ($104 compared to out estimate of $95). While we
admit the SAC is a concern we do not believe that the lower ARPU is a problem. SIRI charges $12.95 per month for
the basic package, ARPU is reduced by subscribers who 1 ) Pay for 1-2 years up front and receive a discount, 2) Pay to
activate more than one radio ($6.99 per month each addition "family plan"). The good news here is that subscribers
generated by these channel may reduce churn. Churn was up y/y to 2.3% per month. This is not unexpected and is
due to the growing importance of the OEM channel. As car buyers receive a "free" one year subscription and -half of
those do not renew after the year, increasing overall churn is unavoidable. The churn rate excluding the OEM promo is
the important metric and was flat at 1.7% per month.


2007 Guidance looks achievable to us: We believe SIRI’s subscriber guidance of 8MM is realistic and is a number
they may beat. Our model gets to 8.12MM subscribers using a 21% decline in gross retail additions and a 57%
increase in gross OEM additions SIRIUS radios are offered in vehicles from Audi, Bentley, BMW, Chrysler, Dodge,
Ford, Infiniti, Jaguar, JeepS, Land Rover, Lexus, Lincoln, Mercury, Maybach, Mazda, Mercedes-Benz, MINI,
Mitsubishi, Nissan, Rolls Royce, Scion, Toyota, Volkswagen, and Volvo.


Estimate Updates: We are improving our 2007E EBITDA from a loss of $347MM to a loss of $299MM almost entirely
due to SIRI’s accounting of merger costs, which were capitalized versus our expectation of being on the income
statement. Our updated model is attached and a detailed discussion is included below.


Sensitivity Analysis: What are the key drivers?
We have made a projection based on current trends that the penetration rate of satellite radio will reach 65% by 2010.
What if that rate only makes it to 40%? 30%? What if satellite radio comes standard in all cars by 2010? What if the
take rate is different? What effect does ARPU (price increase?) and SAC changes have? Subscriber base? Churn?


Penetration
30%
40%
50%
65%
75%
85%
100%


DCF Valuation Fake Rate DCF Valuation
$2.44 15% $2.94
$3.22 25% $3.63
$3.90 35% $4.25
$4.79 45% $4.79
$5.48 55% $5.48
$6.07 65% $6.t4
$7.10 75% $6.81


ARPU
$10
$11
$12


$12.94
$14
$15
$16


DCF Valuation SAC DCF Valu~ion
$2.96 $30 $5.59
$4.09 $40 $5.22
$4.54 $50 $4.86
$4.79 $60 $4.79
$5.77 $70 $4.11
$7.25 $90 $3.39
$8.73 $110 $2.62


Source. Stifel Nicolas estimates


Chum DCF Valuation
2.0% $6.15
2.2% $5.74
2.4% $5.18
2.5% $4.79
2.6% $4.64
2.8% $4.15
3.0% $3.66


Our 2010 estimates are highlighted. The table shows the changes in DCF for changes in the variable shown, all other
variables are held constant.
¯ Penetration is the percentage of total vehicles sold which contain a satellite radio.
¯Take Rate is the percentage of cars with a satellite radio installed who continue to purchase the service after the


introductory period.
¯ ARPU is average revenue per subscriber.
¯ SAC is the subscriber acquisition cost as defined by SIRI.
¯Churn is the monthly percentage of customers who do not continue subscription (including OEM promotion here).


Adjusting 2007 estimates: For 2007, we are raising our loss per share estimate from ($0.55) to ($0.54) and lowering
our revenue estimate from $1B to $992MM.


Page 2
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Review of Merger Thoughts


We believe the probability of an FCC/DOJ merger approval is ~55%, with market definition as the key variable.
Whether or not the merger would be approved depends on if satellite radio is defined as part of a market that includes
or excludes terrestrial radio and to a far lesser extent iPods/MP3 players and Internet radio over, both wired and
wireless. We believe it is more than likely that all or some of the above would be considered listening alternatives, in
which case XMSR and SIRI combined would have a minimal market share - 6% if the market is satellite radio plus
terrestrial radio, 4% if the market is defined as satellite radio plus terrestrial radio plus iPods/digital music. The DOJ
defines a market as "any grouping of sales (or other commercial transactions) in which each of the firms whose sales
are included enjoys some advantage in competing with those firms whose sales are not included. The advantage need
not be great, for so long as it is significant it defines an area of effective competition among the included sellers in
which the competition of the excluded sellers is, ex hypothesis, less effective. The process of market definition may
result in identification of several appropriate markets in which to test the probable competitive effects of a particular
merger." According to the second sentence, we believe one could reasonably determine that the market is either
overall radio, satellite radio, or a broader definition including iPods/digital music. The third sentence leads us to believe
that satellite radio is its own market. Perhaps the final sentence, which says multiple definitions may be considered, is
the most relevant. Based on our analysis of estimated market weightings, we calculate a 55% likelihood of a merger
approval and a 45% possibility of disapproval. In our view it really comes down to whether terrestrial radio is a
competitor or not. Given that satellite radio’s revenue is now about 6% that of radio revenue and a projected ~21% by
2010, we put a higher likelihood on including terrestrial radio than not.


Combined future (2010) revenue share would be slightly more than CCU’s national share, but significantly less
than the 35% local limit: If our long-term forecasts for ×MSR and SIRI are correct, we foresee satellite radio’s market
share of radio industry revenues at -21%. While this is slightly bigger than Clear Channel’s current 18% revenue share
of the radio industry’s $21B pie, it does not seem to be an alarming share size relative to other sectors within the media
industry (ex: cable, newspapers, local TV, etc.). Perhaps what is more important is not national share, but local share,
since most radio listening is local in nature. Assuming a relatively proportionate dispersion of satellite radio customers
by designated market area, satellite radio would have a similar local radio revenue market share (6% now and 21% by
2010).


SIRI & XMSR probably won’t be able to raise prices after a merger - terrestrial radio is the real competitor: We
believe there is very little competition between XM and Sirius regarding monthly subscriptions, which are both $12.99
per month, though there is some price competition in terms of subsidizing radios. ×MSR and SIRI really don’t compete
against each other at all in the OEM market, which currently accounts for ~45% of subscribers and is growing - buyers
seldom make a car purchasing decision based on the satellite radio provider and they can’t switch providers without
buying a new radio. If XM and Sirius were to merge, indeed they would improve their ability to raise prices on existing
subscribers, but in our opinion they wouldn’t be a monopoly as terrestrial radio is a legitimate substitute for most
consumers. If they were to raise prices, consumers could defect and still hear most of the same songs on terrestrial
radio (though not some exclusive content) and get local content, where satellite falls short.


Price increase restrictions could improve the likelihood of a deal passing: Sirius and XM could agree to price
increase limitations and the deal would still make a ton of sense, in our opinion. The real goal of this merger is not be to
become a monopoly and gouge customers, but to offer more channels to consumers in order to better compete with
radio and cut costs dramatically. We doubt Sirius & XM will initially suggest price restrictions as a way to close the deal,
but should the DOJ object, such a scenario is a plausible. This scenario will likely increase the probability of an
approval.


Failing company clause is unlikely to come into play, but something to consider when calculating potential
downside risk: According to the DO J, "a merger which the Department would otherwise challenge will ordinarily not
be challenged if (i) the resources of one of the merging firms are so depleted and its prospects for rehabilitation so
remote that the firm faces the clear probability of a business failure". While both XMSR and SIRI have lost billions
to-date, we do not believe either firm is anywhere close to a liquidity crisis. However, politicians may consider the
losses when deciding whether to lobby for or against this merger, which would be a positive in our view. In the event
that XM and Sirius don’t meet our financial projections and a liquidity event does occur, we believe the DOJ language
above suggests a high likelihood of approval, though obviously our industry projections would have to come down,
offsetting much of the merger upside potential.


Political opposition may not be that bad. Merger perhaps a net positive for existing customers: As always, we
believe politics will come into play as to whether the merger is approved. Overall, while there will be dissenters, we do
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not see vehement opposition by any powerful lobbying organizations. We believe the core reason is that consumers of
satellite radio are typically of a higher income demographic who might look forward to the potential benefits of the
merger (more programming and channels, lower cost, mass-produced radios, etc.) more than the potential
disadvantages of increases in market power. One consideration is who’s in charge - Democrats or Republicans.
Democrats typically oppose media mergers, while Republicans typically approve. The Democrats are now in charge of
the House and the Senate after the election, and this is probably a negative on the margin. However, Republicans still
have the majority in terms of FCC commissioners. We believe it makes sense to try now in case Democrats regain the
power there in the future. While Democrats have protested past media consolidation, we’re not sure they would be up
in arms against this deal. Satellite radio is one of the few radio outlets that carries a liberal alternative to Rush
Limbaugh and it has virtually no share of political advertising.


The radio industry is likely to disapprove of the merger since it could make the satellite product stronger, perhaps
somewhat offset by the mentality that one competitor could be better than two. The radio industry is largely
represented by the National Association of Broadcasters, a very powerful lobbying organization, particularly with the
FCC, one of the two parties that would need to approve the merger. We think that the NAB is highly focused on
loosening ownership limits in TV and to a lesser extent radio. It might be inconsistent for the NAB to strongly oppose
this merger and still argue for its own consolidation agenda. The music industry, another powerful organization,
probably shouldn’t care and should perhaps support the merger. Music is a regulated monopoly, so the increased
power of a combo wouldn’t impact music’s pricing whatsoever. Also, music gets higher royalties from satellite than
terrestrial, arguing for support of a merger assuming it would result in more subs via more channels. Electronics
retailers like Best Buy and Circuit City may prefer to have competition, offset by an easier product to sell.
Manufacturers of radios probably wouldn’t have extremely strong feelings - while they could lose some leverage over
subsidies, one service would reduce risk and may spur more consumer interest. We believe the auto manufacturers
might be generally opposed but have mixed feelings. The negative for OEMs is that the finance guys couldn’t pit XMSR
and SIRI against each other to get a higher cut of revenues. However, the operating guys would prefer to have one
technology to support and the salespeople would likely welcome being able to offer more programming. Consumer
groups could raise some opposition about pricing concerns, though we’re not sure high income existing customers are
going to raise a stink and note that both SIRI and XMSR already have no competition in factory-installed cars.
Programmers like the NFL or NASCAR (and especially Howard Stern) would truly miss bidding up prices, but we
wouldn’t consider them powerful lobbying organizations. A decreased cost of programming going forward could
actually be good for consumers.


DISH/DTV as a case study - radio market is different: We have often heard investors posit that because DISH/DTV,
who had a competitor in cable and weren’t allowed to merge in 2001, then XMSR/SIRI won’t be allowed to merge. We
think the main flaw with this logic is that that terrestrial radio is a much more viable listening substitute for satellite
radio, as compared to terrestrial TV broadcasting (local ABC, CBS, NBC, FOX affiliates that can be received without
cable) relative to satellite TV. This is evidenced by the market share of penetration for multichannel pay TV (86% of
households) relative to satellite radio (~8% of households after adjusting subscribers down from family plans). This is
perhaps due to the immature market for satellite radio, but also likely due to the idea that radio is less important than
TV for most consumers and that exclusivity of programming is more contrasting for something like ESPN on
cable/satellite than it is for ESPN radio on satellite radio.


Synergy estimate of $5B - nearly 40% upside relative to existing enterprise value: The media sector has
historically been characterized by a consolidation mentality where bigger is better. We can think of countless mergers
where companies stretched for synergies to get bigger. Contrary to the norm in media, in the case of XMSR/SIRI, we
see dramatic synergies - $5B in present value terms - which equates to almost half of the current combined enterprise
values. The essence of the synergies is that 1) the high fixed costs such as satellites and infrastructure could be
effectively cut in half, and 2) XMSR and SIRI wouldn’t have to beat each up by overpaying for content and while
negotiating the right to be in new cars.


Merger model synergy assumptions are as follows: We have attached a line by line analysis of the income
statement for revenue and expense synergies. We admit that there is a high variability of outcomes. One of our
greatest challenges in figuring out potential synergies is the cost, time and feasibility of combining the two networks.
Certainly there are a variety of outcomes that only management could truly answer. We are currently assuming a total
upfront cost of combining the networks of $1.4 billion, including merger and severance fees and network consolidation
costs. On a normalized basis we then calculate $503MM of annual costs savings, which would have a present value of
$6.4 billion, or $5 billion net of the upfront costs. On the revenue side, we assume the combo will be able to offer more
programming by combining channels leading to .8MM more subs over time. We assume no ARPU synergies as the
combo may have to agree to price restrictions to get a deal done. This yields $108MM of revenue synergies per
annum. On the cost side we see synergies on almost every line item as the combo consolidates networks, R&D and
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G&A personnel. Over time the combo should be able to save on programming and OEM splits slightly. SAC and CPGA
could come down modestly as the combo would lead to faster mass production of radios and less advertising.


Company Description
Sirius Satellite Radio, Inc. offers satellite radio services in the United States. In addition, the company sells Sirius
radios and accessories for use in cars, trucks, homes, offices, boats, or other locations. As of December 31, 2005, the
company offered 133 channels of programming to listeners, comprising 69 commercial-free music channels, as well as
64 channels of sports, news, talk, entertainment, traffic, weather, and data content. Also as of December 31, 2005,
Sirius had 3,316,560 subscribers. Sirius has operations in New York City, Houston, Texas, Memphis, Tennessee,
Nashville, Tennessee, and Los Angeles, California. The company was incorporated in 1990 as Satellite CD Radio, Inc.
and changed its name to CD Radio, Inc. in 1992. tt then changed its name to Sirius Satellite Radio, Inc. in 1999. Sirius
is headquartered in New York City.
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Sirius Satellite Radio -SIRI
Quarterly Income Statement
($ m mdlions, except per share data)


Beginning ofpenod subscribers
New gross additions
Churn


Monthly churn % (total)
Monthly churn % (self-pay)


Net Additions
Ending Net Subscribers
Average Subscribers


Total ARPU


3.317
0.961


(0.200)
1.8%


1.65%
0.761
4.078
3.697


$10 80


4 078
0.831


(0.230)
1.8%


1.65%
0.600
4,678
4 378


$II 16


4.678
0.732


(0.29I)
2,0%


1.70%
0.441
5,119
4 899


$11 17


5.119
I 232


(0.326)
2.0%


1.70%
0.905
6.025
5 572


$10.92


2006A


3.317
3.755
(1.047)


1.9%
1.7%


2.708
6.025
4 671


$11 01


6.025 6 581 7 014 7.384 6.025
0.988 0.930 0.877 1.292 4.087


(0.432) (0.498) (0.507) (0.552) (I.988)
2.3% 2.4% 2.3% 2.4% 2.3%


1.70% 1.70% 1.75% 1 75% 1.73%
0.556 0.433 0.370 0.740 2.099
6.581 7.014 7.384 8.124 8.124 I
6.303 6 797 7 199 7 754 7.074


$10 46 $10 81 $10.71 $10.71 $10.66


Subscriber rev, net ofmall-m rebates
Advertising roy, net of agency fees
Other revenue (mc equip.)


Total Revenue


Total cost ofsewic¢
General & admimstrative
Engmeenng, Design & development
Pro-Marketing Cash Flow


Subscriber aeqalsitlon COSTS
Margin form dwect sale o]-radtos/accessortes


SAC
Sales & markebn[~, OEM


Total Subscriber Cost/CPGA
Sales, marketing & SAC


115.2
73
4.1


1267


83.1
19.1
127
11,8


109.1
((I.2)


$113
393


$154
1484


137.6
81
43


150.1


87.8
21 7
12.8
27.8


108.7


$131
56.6


$199
165 3


155.3
71
4.6


167.1


83.9
23.5
20 5
39.2
80.9


$114
41.5


$167
122.3


167.2
8.5


17.7
193.4


118 0
23 2
12.8
39A


121 0


$103
85.1


$167
206.2


575.4
31.0
30.8


637.2


372.8
87.5
58.7


118.2
419.7


$114
222.5
$171
642.2


190.8 207.8 220.7 229.4 848.7
6.7 12.6 10.5 11.8 41 6
6.5 5.4 5.8 22 I 39.9


204.0 225.8 237.0 263.3 930.1


122.5 125.5 134.2 163.9 546.0
23.4 24.0 25.0 26.0 98.4
11.4 12.0 12.0 13.0 48.4
46.8 64.4 65.8 60.3 237,3
98 2 97.7 78.7 96.1 370.8


4 6 4 6 4.6 4.6 18.5
$104 $1 I0 $95 $78 $95


32.5 40.0 38.0 55.0 165.5
$137 $153 $138 $121 $136
130.8 137.7 116.7 151.1 536 3


EBITDA - exeludln[[ 123r


EBITDA - including 1231


Oepreclallons & amortization
Corporate & noo-eash stock comp
Total Operating expenses


Operatlog income


(136.7)


(421 2)


24.9
284.6
572.8


(446 2)


(126.5)


(193 8)


25 7
67 3


380.5


(230 5)


(83.2)


026 6)


27 6
43 4


321 3


(154.2)


(166.8)


(2094)


27 5
42 6


430 3


(236.9)


(513.1)


(95 ~.0)


105 7
437 9


1,704 9


(I,067.7)


(8,i.0) {73.4) ~50.9~ ~90.8) (299.0)


(108,3) (103.4) (80.9) (125,8) (418.3)


26.8 28.0 28.5 29 0 112 3
24.3 30.0 30.0 35.0 119.3


339 I 357 2 346.4 418.1 1,460 7


(135 0) (131.4) (109.4) (154.8) (530.6)


]nteresl and invesh*aeul income
Interest expense
Other income (expense) net


99
(17 l)


(4.4)


89
05.7)


o0


7.8
05.9)


0.0


68
05,3)


33 3
(64 0)
(44)


6.0 3.0 2.6 1.3 t 2.9
(152) (16.2) (16,2) (162) (63.8)


0.0 0.0


Pretax Incomo
Income tax expense (benefit)


Effective corporate tax


Net income (loss) from cont ops


Preferred dividends
Preferred deemed dividends


Nel income for common
EPS ex one-time Items


Basic shares
Diluted treasuD, shares


(457.8)
08
0%


(458.5)


(237.2)
0.6
O%


(237.8)


(162.3)
0.6
O%


(162.9)


(458 5)    (237.8)    (162.9)
(0.33) $ (0.17) S (0.12)


1,387 1,404 1.405
1,387 1,404 1.405


(245.5)
0.6
0%


(246.1)


(I,102.8)
2.5
0%


(I,105.3)


(246.1) (I,105.3)
S (0.17) S (0.79)


1,414 1,403
1,414 1,403


(144.2) (144.6) (123.0) (169.7) (581.5)
0.6 0.6 0.6 0.6 2A
0% 0% 0% 0% 0%


(144.7) (145.2) (123.6) (170.3) (583.8)


(144.7) (1452) (123.6) (170.3) (583,8)
$ (0.10) $ (0.10) $ (0,08) $ (0.12) $ (0.40)


1,457 1,459 1,461 1,463 1,460
1,457 1,459 1,461 1,463 1,460


Source: Company reports and Stlfel Nicolaus estimates.
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Sirius Satellite Radio- S1RI
Annual ln¢ome Sta/emenl
($ In mdho~s, excepl per share data)


Begmmng of period subscribers
New gross addlllOnS
Chum


Monthly t.hum % (self-pay)
Nel Additions
Ending Net Subscribers
Average Subscribers


N¢I avg. monthly rev par sub
y~’ mcre’ase


t Net revenue


EBITDA - exeludin~ 123r
EBITD/I Margin


EBITDA - including 123r
EBITD/I Murgm


Nel income for common


Earnings per diluted share


Ending FD shares alll options & wan-ants wrthm price targel
Avg FD Shs (Treasury method) - EPS


2004A


0,261
0 986


(o ~o5)
i 6%


0 882
1.143
0 702


$1002
7%


66.8


(473.3)
-708%


(473.3)
-708%


(712 o)


($0.57)


1,626 2
1,238 5


2005A


2 617
(0 443)
1 50%
2 173


2 230


$1006
0%


242.2


(56%5)
-234%


(567,5)


(863 O)


($0,65)


1,325 7


2006A


3.755
(I 047)


2 708
6.025


$I045
4%


637,2


(524.0)
-82%


(951 0)


(I,105.3)


($0.79)


1,748 7
1.402 6


2007E


6 O25
4 087


(I.987)
I 73%
2 I00
8.125
7 075


-3%


930.1


(299.0)
-32%


(418 3)
-45%


(583.8)


($0.40)


I A60.0


2008E


4 508


I 78%
2,004


10.128
9.126


510 38


(62.0)
-5%


(388,6)


($0.22)


1,794 8


2009E


10.128
5.058


(3 176)
183%
1,882


12.010
11,069


$1103
6%


203.9
12%


84 6
5%


(103.4)


(S0.O6)


1,794 8
1,794.8


2010E


12.010


(3.861)
1 88%
2.061


14.071


2,065.2


436.6
21%


317.4


$0.09


1.794 8


14.071
6.106
(4732)
1.93%
1.374


15.445
14.758


$1244
6%


2,500.7


708.6
28%


589.4
24%


468.9


$0.26


1,8381
1,838.1


2012E


15.445
6 228
(5 293)
I 98%


15913


$12 94
4%


2,839,5 j
896.7


32%


777 4
27%


694.4


$0.38


YOY Growth Rates
Subscnbera 338% 19~A 82% 35% 25% 19% 17% 10% 6%
Revenues 419% 263% 163% 46% 35% 30% 26% 21% 14%
EBITDA NM NM NM NM NM NM 114% 62% 27%
EPS NM NM NM NM NM NM NM 174% 48%


2004A


(334,5)
(28 6)


(363.1)
($o 29)


NM


(92.9)


660.2


232 9


2004A


(470 J)


(I.240 5)
4,634 6
6,345,2


$5,550


2005A


(49 9)


($o 24)
NM


(]72.1)


453.9


2005A


047 5)


{I.465.8)
4.8879


$1~60


2006A


(414.5)
(99 8)


(514.4)
($o 37)


NM
NM


20.2


25.8


(368 6)


2006A


322 8


(L625 6)
4,983.7
6,286,5


$1,043


NM


2007E


(224.9)
(1262)
(351.1)
($0 24)


NM
NM


(100,6)


(325,5)


2007E


$760


7x


2008E


(38,1)
(200.0)
(238.1)
($o, 13)


NM


(200.0)


200.0


(38.1)


2008E


886.4


(I.805 3)


6.034.1


$596


NM


2009E


260.8
(100 0)
160.8
$0 09


32x
3%


(Ioo.o)


(200,0)


(39 2)


2009E


725.6


(I.910 I)


6,299.7


2010E


(I25,0}
398.1
$0.22


13x
8%


(125.0)


398 l


2010E


327.5


(2.026.4)


6,814.0


$484


3x


828.7
(125o)
703.7
$0.38


(125.0)


703.7


(376.2)


(2.121.5)
5.238.6
7.736A


$501


3x


Statement of Cash Flows


Cash Flow from Operations
Capllal Expenditures (cx acq)


Free Cash Flow (CFO-Capex~
FCF/Share


FCF/Share multiple
FCF Yield


Cash Flow from Investing


Cash Flow from Financing


NCl Cash Flow


Enterprise Value Calculation


NCl Debt (Cash) cxcl In Ihc money converts


Total Other A~ets
Y/E Market Cap al S2.85 per share
Enterprise Value


Enterprise Value / Sub


I EV/EBITDA - Pro Forma
EV ! Sales


Sotlree" Company reports and SIffel N=colaus e,sllmatvs


2012E


1.081.7
032 7)
949.0
$0,52


6x
18%


(132,7)


949.0


2012E


(1,555 2)


(2.078.9)
5.238.6
8,872.8


$542


10x[
3x
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Sirius Satellite Radio, Inc. (SIRI) May 7, 2007


Important Disclosures and Certifications


I, Kit Spring, certify that the views expressed in this research report accurately reflect my personal views
about the subject securities or issuers; and I, Kit Spring, certify that no part of my compensation was, is, or
will be directly or indirectly related to the specific recommendation or views contained in this research report,


Q2 Q3             QI     Q2     Q3
2005 2006


Q1 Q2 Q3 Q1
2007


10


8


6


4


2


0


Rating Kay


B - Buy UR - Under Review
H - Ho~d NR - No Rating
S - Sell NA - Not Apphcabde
I - Imtlatloa RS - Rating Suspended
(3 - Dropped


For a price chart with our ratings and target price changes for SIRI go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=SIRI


Created bY BlueMatrix
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Q3    ~ Q3 Q1     Q2     Q3
2006                                           2007


Rabng Key


B + Buy UR + Under Review
H - Hold NR - No Rating
S - Sell NA - Not Apphcablle
I - In=tiabon RS - Rating Suspended
D - Dropped


For a price chart with our ratings and target price changes for XMSR go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=XMSR


Created b~" BtueMatdx


Prior to December 1, 2005, Stifel, Nicolaus & Company, Inc. utilized several investment rating systems that were
different than the rating system currently utilized as described above. For purposes of XM Satellite Radio Holdings,
Inc.’s price chart, "Strong Buy", "Buy" and "Market Outperform" under the former Stifel Nicolaus investment rating


Page 10







Sirius Satellite Radio, Inc. (SIRI) May 7, 2007


systems shall correspond to "Buy" under the current Stifel Nicolaus investment rating system, and "Market Perform"
and "Market Underperform" under the former Stifel Nicolaus investment rating systems shall correspond to "Hold" and
"Sell", respectively, under the current Stifel Nicolaus investment rating system. Please contact the Stifel Nicolaus
Equity Research Department at (410) 454-5753 for a written description of the investment rating systems previously
utilized by Stifel Nicolaus research analysts during the past three years.


Prior to December 1, 2005, Stifel, Nicolaus & Company, Inc. utilized several investment rating systems that were
different than the rating system currently utilized as described above. For purposes of Sirius Satellite Radio, Inc.’s price
chart, "Strong Buy", "Buy" and "Market Outperform" under the former Stifel Nicolaus investment rating systems shall
correspond to "Buy" under the current Stifel Nicolaus investment rating system, and "Market Perform" and "Market
Underperform" under the former Stifel Nicolaus investment rating systems shall correspond to "Hold" and "Sell",
respectively, under the current Stifel Nicolaus investment rating system. Please contact the Stifel Nicolaus Equity
Research Department at (410) 454-5753 for a written description of the investment rating systems previously utilized
by Stifel Nicolaus research analysts during the past three years.


Stifel, Nicolaus & Company, Inc. or an affiliate makes a market in the securities of XM Satellite Radio Holdings, Inc.


Stifel, Nicolaus & Company, Inc. or an affiliate makes a market in the securities of Sirius Satellite Radio, Inc.


Stifel, Nicolaus & Company, Inc.’s research analysts receive compensation that is based upon (among other factors)
Stifel Nicolaus’ overall investment banking revenues.


Our investment rating system is three tiered, defined as follows:


BUY -We expect this stock to outperform the S&P 500 by more than 10% over the next 12 months. For higher-yielding
equities such as REITs and Utilities, we expect a total return in excess of 12% over the next 12 months.


HOLD -We expect this stock to perform within 10% (plus or minus) of the S&P 500 over the next 12 months. A Hold
rating is also used for those higher-yielding securities where we are comfortable with the safety of the dividend, but
believe that upside in the share price is limited.


SELL -We expect this stock to underperform the S&P 500 by more than 10% over the next 12 months and believe the
stock could decline in value.


Of the securities we rate, 41% are rated Buy, 56% are rated Hold, and 3% are rated Sell.


Within the last 12 months, Stifel, Nicolaus & Company, Inc. or an affiliate has provided investment banking services for
16%, 11% and 13% of the companies whose shares are rated Buy, Hold and Sell, respectively.


Additional Disclosures
Please visit the Research Page at www.stifel.com for the current research disclosures applicable to the companies
mentioned in this publication that are within Stifel Nicolaus’ coverage universe.


The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, Nicolaus &
Company, Inc. or its affiliates may, at times, release written or oral commentary, technical analysis or trading strategies
that differ from the opinions expressed within.


Each of Stifel, Nicolaus & Company, Inc. and Ryan Beck & Co., Inc. is a multi-disciplined financial services firm that
regularly seeks investment banking assignments and compensation from issuers for services including, but not limited
to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement
agent in private transactions. Moreover, Stifel Nicolaus, Ryan Beck and their respective shareholders, directors,
officers and/or employees, may from time to time have long or short positions in such securities or in options or other
derivative instruments based thereon.


These materials have been approved by Stifel Nicolaus Limited, authorized and regulated by the Financial Services
Authority (UK), in connection with its distribution to intermediate customers and market counterparties in the European
Economic Area. (Stifel Nicolaus Limited home office: London +44 20 7557 6030.) No investments or services
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mentioned are available in the European Economic Area to private customers or to anyone in Canada other than a
Designated Institution.This investment research report is classified as objective for the purposes of the FSA
requirements relating to Conflicts of Interest management. Additional information is available upon request. Please
contact a Stifel Nicolaus entity in your jurisdiction.


Additional Information Is Available Upon Request
© 2007 Stifel, Nicolaus & Company, Incorporated 100 Light Street Baltimore, MD 21202
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Monthly Retail Price for Audio Interactive Subscription Services


Service


Napster (To Go)
iMesh
Zune,net
Rhapsody (Unlimited and To
Go)
Urge.corn
Music Gremlin


Yahoo! Music Unlimited (To Go)


Nofi~Po~abl~ R~t~iJ ~
Price


$12.99


$9.95


$8.99


~ Portable Reta. Price


$14.95


$14.99


$14.99


$14.95
$14.99


$14.99


AVERAGES: $9.97 $14.98
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SX Exhibit 211 RP


SlRIUS. 
SATELLITE RADIO


SIRIUS Satellite Radio Reports Strong First Quarter 2007 Results


- First Quarter Revenue Increases 61% to a Record $204 Million - Subscribers
Zncrease 556,490 to Approximately 6.6 Million - Satellite Radio Leader with 66%
Segment Share of Net Subscriber Additions - Net Loss Improves 68% Over Last
Year - 2007 Guidance Reiterated


NEW YORK, May 1, 2007/PRNewswire-FirstCall wa COMTEX News Network/-- SIRIUS Satellite Radio
(Nasdaq: SIRI) today announced strong first quarter 2007 results, including a 61% increase in
revenue to a record $204 million from the year ago quarter, strong first quarter subscriber growth of
556,490 driving ending subscribers to approximately 6.6 million and accounting for 66% of satellite
radio segment share.


(Logo: http : //www.newscom~com/cgi-bm/prnh/19991118/NYTH12 5 )


"2007 is off to a great start," said Mel Karmazin, CEO of SIRIUS. "SIRIUS once again led the satellite
radio segment in net subscriber additions marking the sixth straight quarter of leadership. At the
same time, we ~ncreased revenue by 61% and reduced our net loss by 68% from last year’s first
quarter. We are very pleased with our strong operating results and we are on track to meet our 2007
guidance."


"SIRIUS is excited about the pending merger with XM. The audio entertainment market has changed
dramatically since we received our licenses in 1997 and consumers now have a dizzying and ever-
expanding array of options to choose from. We believe the merger makes sense for consumers and
stockholders and we are confident that the transaction will be completed by the end of 2007."


SIRIUS ended first quarter of 2007 with 6,581,045 subscribers, up 61% from 4,077,747 subscribers
at the end of the year-ago quarter. During first quarter of 2007, SIRIUS added 556,490 net
subscribers consisting of 192,978 from the retail channel and 364,674 from the OEM channel. In first
quarter of 2007, SIRIUS captured 66% of satellite radio segment share, marking the sixth consecutive
quarter for leadership.


Total revenue for the first quarter of 2007 increased to $204.0 million, up 61% from $126.7 million
for the year-ago quarter. Advertising revenue was $6.7 million during first quarter 2007 and average
monthly revenue per subscriber (or "ARPU") was $10.46. Average monthly subscriber churn was
2.3%, and was consistent with previously provided 2007 churn guidance. SAC per gross subscriber
addition was $104 for the first quarter of 2007.


SIRIUS reported a net loss of ($144.7) million, or ($0.10) per share for the first quarter of 2007, a
68% improvement from a net loss of ($458.5) million, or ($0.33) per share for the first quarter of
2006. The adjusted net loss for first quarter 2007 (adjusted to exclude stock-based compensaUon)
improved to ($120.5) million, or ($0.08) per share, a 31% ~mprovement from the adjusted net loss
for first quarter 2006 of ($174.0) million, or ($0.13) per share.


2007 OUTLOOK


SIRIUS today reiterated the following guidance for the full year 2007:
-- Total revenue approaching $i billion
-- More than 8 million subscribers at year-end
-- Average monthly subscriber churn of approximately 2.2 - 2,4%
-- SAC per gross subscriber addition of approximately $95


Other Developments


During 2007, SIRIUS enhanced its exclusive agreements with Lincoln, Land Rover, Mitsubishi, Audi,
MINI and Mercedes Benz USA. Under the new agreements, SIRIUS will become standard equipment
on selected models leading to a significant increase in the production penetration levels.


http://investor, sirius.com/releaseprint.cfm?releaseid=240128 7/18/2007
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SIRIUS announced enhanced programming during the first quarter, including the ’SIRIUSly Sinatra’
channel, the ’Foxxhole’ featuring Jamie Foxx, as well as the launch of every race in the NASCAR
Nextel Cup Series, NASCAR Busch Series and NASCAR Craftsman Truck Series.


RESULTS OF OPERATIONS


The discussion of operating expenses below excludes the effects of stock- based compensation.
SIRIUS believes this presentation improves the transparency of disclosure and is consistent with the
way operating results are evaluated.


FIRST QUARTER 2007 VERSUS FIRST QUARTER 2006


For the first quarter of 2007, SIRIUS recognized total revenue of $204.0 million compared to $126.7
million for the first quarter of 2006. This 61%, or $77.3 million, increase in revenue was driven by a
$75.6 million increase in subscriber revenue resulting from the net increase in subscribers of
2,503,298, or 61%, from March 31, 2006 to March 31, 2007.


The company’s adjusted loss from operations decreased $52.7 million to ($84.0) million for the first
quarter of 2007 from ($136.7) million for the first quarter of 2006 (refer to the reconciliation table of
net loss to adjusted loss from operations). Th~s decrease was driven by the ~ncrease in total revenue
of $77.3 million, which more than offset a $24.7 million increase in operating expenses.


Programming and content expenses increased $7.2 m~llion to $57.1 million for the first quarter of
2007 from $49.9 million for the first quarter of 2006. The increase was primarily attributable to
license fees associated with new programming.


Revenue share and royalties increased $13.6 million to $27.1 million for the first quarter of 2007 from
$13.5 million for the first quarter of 2006. The increase was primarily attributable to an ~ncrease in
the OEM subscriber base and higher revenue.


Customer service and billing expenses increased $4.1 million to $21.7 million for the first quarter of
2007 from $17.6 milhon for the first quarter of 2006. The increase was primarily attributable to call
center operating costs necessary to accommodate the increase in the company’s subscriber base and
transaction fees due to the addition of new subscribers. Customer service and billing expenses per
average subscriber per month dechned 26% to $1.15 for the first quarter of 2007 from $1.55 for the
first quarter of 2006.


Sales and marketing expenses were relatively consistent for the first quarter of 2007 as compared to
the first quarter of 2006, despite a 61% increase in total revenue.


Subscriber acquisition costs decreased $10.9 milhon to $98.2 milhon for the first quarter of 2007 from
$109.1 milhon for the first quarter of 2006. This decrease was primarily attributable to lower
commissions and decreased aftermarket subsidies, as the company continued to reduce
manufacturing and chip set costs, offset by increased OEM hardware subsidies due to higher
production volume.


SAC per gross subscriber addition decreased 8% from $113 for the first quarter of 2006 to $104 for
the first quarter of 2007 primarily due to lower average commission rates and decreased average
subsidy rates as the company continued to reduce manufacturing and chipset costs.


General and administrative expenses increased $6.0 million to $23.4 million for the first quarter of
2007 from $17.4 million for the first quarter of 2006. The ~ncrease was primarily the result of
overhead expansion to support the growth of the business.


For the first quarter of 2006, the company recorded $4,4 mflhon for its share of SIRIUS Canada Inc.’s
net loss.


SIRIUS reported a net loss of ($144.7) million, or ($0.10) per share, for the first quarter of 2007,
including a ($0.02) per share impact from stock- based compensation, compared to a net loss of
($458.5) million, or ($0.33) per share, in the year-ago quarter, including a ($0.20) per share impact
from stock-based compensation. The adjusted net loss per share, or net loss per share excluding
stock-based compensation, was ($0.08) in the first quarter of 2007 as compared to an adjusted net
loss per share of ($0.13) in the first quarter of 2006 (refer to the reconciliation table of net loss per
share to adjusted net loss per share).


http://investor.sirius.com/releaseprint.cfm?releaseid=240128 7/18/2007
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PENDING MERGER WITH XM


On February 19, 2007, SIRIUS and XM Satellite Radio announced a definitive agreement under which
the companies will be combined in a tax-free, all-stock merger of equals. XM stockholders will receive
4.6 shares of SIRIUS common stock for each share of XM they own. XM and SIRIUS stockholders will
each own approximately 50 percent of the combined company.


The transaction is subject to approval by both companies’ stockholders, the satisfaction of customary
closing conditions and regulatory review and approvals, including antitrust agencies and the FCC. The
companies expect the transaction to be completed by the end of 2007.


The companies filed their Merger Agreement with the Securities and Exchange Commission on a Form
S-K on February 21, 2007.


This communication is being made ~n respect of the proposed business combination involving SIRIUS
and XM. In connection with the proposed transaction, SIRIUS plans to file with the SEC a Registration
Statement on Form S-4 containing a Joint Proxy Statement/Prospectus and each of SIRIUS and XM
plan to file with the SEC other documents regarding the proposed transaction. The definitive Joint
Proxy Statement/Prospectus will be mailed to stockholders of SIRIUS and XM. INVESTORS AND
SECURITY HOLDERS OF SIRIUS AND XM ARE URGED TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS AND OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY IN THEIR
ENTIRETY WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT
INFORMATION ABOUT THE PROPOSED TRANSACTION. Investors and security holders will be able to
obtain free copies of the Registration Statement and the Joint Proxy Statement/Prospectus (when
available) and other documents filed with the SEC by SIRIUS and XM through the web site maintained
by the SEC at www.sec.gov. Free copies of the Registration Statement and the Joint Proxy
Statement/Prospectus (when available) and other documents filed with the SEC can also be obtained
by directing a request to Sirius Satellite Radio Inc., 1221 Avenue of the Americas, New York, NY
10020, Attention: Investor Relations or by directing a request to XM Satellite Radio Holdings Inc.,
1500 Eckington Place, NE, Washington, DC 20002, Attention: Investor Relations.


SIRIUS, XM and their respective directors and executive officers and other persons may be deemed to
be participants in the solicitation of proxies in respect of the proposed transaction. Information
regarding SIRIUS’ directors and executive officers ~s available in its Annual Report on Form 10-K for
the year ended December 31, 2006, which was filed with the SEC on March 1, 2007, and its proxy
statement for its 2006 annual meeting of stockholders, which was filed with the SEC on April 23, 2007
and information regarding XM’s directors and executive officers is available in XM’s Annual Report on
Form 10-K, for the year ended December 31, 2006 which was filed with the SEC on March 1, 2007
and ~ts proxy statement for its 2006 annual meeting of stockholders, which was filed with the SEC on
April 17, 2007. Other information regarding the participants in the proxy solicitation and a description
of their direct and indirect interests, by security holdings or otherwise, will be contained in the Joint
Proxy Statement/Prospectus and other relevant materials to be filed with the SEC when they become
available.


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
SUBSCRIBER DATA, METRICS


AND OTHER NON-GAAP FINANCIAL MEASURES
(Dollars in thousands, unless otherwise stated)


Unaudited)


Subscribers:
For the Three Months


Ended March 31,
2007 2006


Beginning subscribers
Net additions


Ending subscribers


6,024,555
556,490


6,581,045


Retail 4,234,804
OEM 2,323,683
Hertz 22,558


Ending subscribers 6,581,045


Retail 192,978
OEM 364,674
Hertz (1,162)


Net additions 556,490


3 316,
761,


4 077,


3 000,
1 049,


28,
4 077,


534,
225,


761,


56O
187
747


321
036
390
747


958
343
886
187


http ://investor. sirius.com/releaseprint.cfrn?releaseid=240128 7/18/2007
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Metrics:


Gross subscriber additions
Deactivated subscribers
Average monthly churn (1)(6)
SAC per gross subscriber addition


(2) (6) $
Customer service and billing


expenses per average subscriber
(3) (6) $


Total revenue $


Free cash flow (4)(6)


Monthly ARPU:
Average monthly subscriber


revenue per subscriber
before effects of Hertz
subscribers and mail-in rebates


Effects of Hertz subscribers
Effects of mail-in rebates
Average monthly subscriber


revenue per subscriber
Average monthly net advertising


revenue per subscriber


ARPU (5) (6)


For the Three Months
Ended March 31,


2007 2006


988,458 960,610
431,968 199,423


2.3 % 1.8 %


104 $ 113


1.15 $ 1.55
204,037 $ 126,664


(146,715) $ (165,537)


10.30 $ 10.70
0.04 0.03


(0.24) (0.58)


i0.i0 10.15


0.36 0.65


i0.46 $ 10.80


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
SUBSCRIBER DATA, METRICS


7LND OTHER NON-GAAP FINANCIAL MEASURES - CONTINUED
(In thousands, except per share amounts)


(Unaudited)


Adjusted Loss from Operations:
For the Three Months


Ended March 31,
2007 2006


Net loss $
Depreciation
Stock-based compensation
Other income and expense
Income tax expense
Adjusted loss from operations (7) $


(144,745) $ (458,544)
26,786 24,933
24,260 284,586


9,145 11,622
555 753


(83,999) $    (136,650)


Adjusted Net Loss and Adjusted
Net Loss per Share:


Net loss
Stock-based compensation


Adjusted net loss (8)
Net loss per share (basic and diluted)


Stock-based compensation
Adjusted net loss per share


(basic and diluted) (8)
Weighted average common shares


outstanding (basic and diluted)


$
$


$


For the Three Months
Ended March 31,


2007 2006


(144,745) $ (458,544)
24,260 284,586


(120 485)
(0.10)
0.02


(173,958)
(0.33)


0.20


(0.0S) $ (0.13)


1,457,011           1,386,982


http ://investor. sirius, com/releaseprint.cfm?releaseid=240128 7/18/2007
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
SUBSCRIBER DATA, METRICS


AND OTHER NON-GAAP FINANCIAL MEASURES - CONTINUED
(Dollars in thousands, unless otherwise stated)


(Unaudited)


Condensed Consolidated Statements of
Operations:


For the Three Months
Ended March 31,


2007 2006


Total revenue $ $ 126,664
Operating expenses:


Satellite and transmission 7,330 7,301
Programming and content 57,063 49,934
Revenue share and royalties 27,134 13,527
Customer service and billing 21,654 17,618
Cost of equipment 9,292 3,465
Sales and marketing 32,518 32,279
Subscriber acquisition costs 98,237 109,144
General and administrative 23,403 17,367
Engineering, design and development 11,405 12,679
Depreciation 26,786 24,933
Stock-based compensation 24,260 284,586


Total operating expenses 339,082 572,833
Loss from operations (135,045) (446,169)


Other income (expense) (9,145) (11,622)
Loss before income taxes (144,190) (457,791)


Income tax expense (555) (753)
Net loss $     (144,745) $     (458,544)


204,037


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS


(In thousands, except per share amounts)
(Unaudited)


For the Three Months
Ended March 31,


2007 2006
Revenue:


Subscriber revenue, including effects
of mail-in rebates


Advertising revenue, net of agency fees
Equipment revenue
Other revenue


Total revenue
Operating expenses (excludes depreciation


shown separately below) (i) :
Cost of services:


Satellite and transmission
Programming and content
Revenue share and royalties
Customer service and billing
Cost of equipment


Sales and marketing
Subscriber acquisition costs
General and administrative
Engineering, design and development
Depreciation


Total operating expenses
Loss from operations


Other income (expense):
Interest and investment income
Interest expense, net of amounts
capitalized


Equity in net loss of affiliate
Other income


Total other income (expense)
Loss before income taxes
Income tax expense


190,796 $ 115,181
6,721 7,338
4,671 3,692
1,849 453


204,037 126,664


7,986 8,203
59,998 299,734
27,134 13,527
21,853 17,862


9,292 3,465
38,162 34,481


100,117 119,043
35,343 31,873
12,411 19,712
26,786 24,933


339,082 572,833
(135,045) (446,169)


6,042


(15,192) (17
(4


5
(9,145) (ii


(144,190) (457
(555)


937


124)
445)


i0
622)
791)


(753)
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Net loss
Net loss per share (basic and diluted)
Weighted average common shares outstanding


(basic and diluted)


$ (144,745)
$ (0.10)


1,457,011


(i) Amounts related to stock-based compensation included
operating expenses were as follows:


Satellite and transmission
Programming and content
Customer service and billing
Sales and marketing
Subscriber acquisition costs
General and administrative
Engineering, design and development
Total stock-based compensation


$ (458,544)
$ (0.33)


1,386,982


in other


656 $ 902
2,935 249,800


199 244
5,644 2,202
1,880 9,899


11,940 14,506
1,006 7,033


24,260 $ 284,586


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
BALANCE SHEET DATA


(In thousands)


Cash, cash equivalents and
marketable securities


Restricted investments
Working capital
Total assets
Long-term debt
Total liabilities
Accumulated deficit
Stockholders’ deficit


March 31,
2007


(Unaudited)


264,122
77,850


(270,900)
1,506,147
1,067,339
1,928,057


(3,978,465)
(421,910)


As of
December 31,


2006


408 921
77 850


(257 799)
1,658 528
1,068 249
2,047 599


(3,833 720)
(389 071)


SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS


(In Thousands)
(Unaudited)


For the Three Months Ended
March 31,


2007 2006
Cash flows from operating


activities:


Net loss $
Adjustments to reconcile net loss to


net cash used in operating activities:
Depreciation 26,786
Non-cash interest expense 754
Provision for doubtful accounts 2,088
Non-cash equity in net loss of affiliate
(Gain) loss on disposal of assets (4)
Stock-based compensation 24,260
Deferred income taxes 555


Changes in operating assets and liabilities:
Accounts receivable 6,639
Inventory (473)
Receivables from distribution partners (7,569)
Prepaid expenses and other current assets (9,173)
Other long-term assets (2,924)
Accounts payable and accrued expenses (47,811)
Accrued interest (11,763)
Deferred revenue 21,731
Other long-term liabilities 7,702


Net cash used in operating activities (133,947)
Cash flows from investing activities:


(144,745) $    (458,544)


24,933
761


1,777
4,445


221
284,586


753


9,952
(1,198)
(8,687)


(13,071)
579


(45,220)
(10,460)
44,458


7,543
(157,172)
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Additions to property and equipment (12,458) (5,496)
Sales of property and equipment 96 52
Purchases of restricted and other investments (310) (2,869)
Purchases of available-for-sale securities (71,600)
Sales of available-for-sale securities 10,850 104,450


Net cash (used in) provided
by investing activities (1,822) 24,537


Cash flows from financing activities:
Proceeds from exercise of stock options 1,510 1,459


Net cash provided by financing activities 1,510 1,459
Net decrease in cash and cash equivalents (134,259) (131,176)
Cash and cash equivalents at the beginning


of period 393,421 762,007
Cash and cash equivalents at the end of


period $ 259,162 $ 630,831


FOOTNOTES TO PRESS RELEASE AND TABLES FOR NON-GAAP FINANCIAL MEASURES


This press release, including the selected financial information above, includes the following non-GAAP
financial measures: average monthly churn; SAC per gross subscriber addition; customer service and
billing expenses per average subscriber; free cash flow; average monthly revenue per subscriber, or
ARPU; adjusted loss from operations; adjusted net loss; and adjusted net loss per share. The
definitions and usefulness of such non-GAAP financial measures are as follows (dollars in thousands,
unless otherwise stated):


(i) SIRIUS defines average monthly churn as the number of deactivated
subscribers divided by average quarterly subscribers.


(2) SIRIUS defines SAC per gross subscriber addition as subscriber
acquisition costs, excluding stock-based compensation, and margins
from the direct sale of SIRIUS radios and accessories divided by the
number of gross subscriber additions for the period. SAC per gross
subscriber addition is calculated as follows:


For the Three Months
Ended March 31,


2007 2006


Subscriber acquisition costs $ $
Less: stock-based compensation
Add: margin from direct sale of


SIRIUS radios and accessories 4,621 (227)
SAC $ 102,858 $ 108,917
Gross subscriber additions 988,458 960,610
SAC per gross subscriber $ 104 $ 113


100,117           119,043
(1,880)           (9,899)


(3) SIRIUS defines customer service and billing expenses per average
subscriber as total customer service and billing expenses, excluding
stock-based compensation, divided by the daily weighted average number
of subscribers for the period. Customer service and billing expenses
per average subscriber is calculated as follows:


Customer service and billing
expenses


Less: stock-based compensation
Customer service and billing


expenses, as adjusted
Daily weighted average number


of subscribers
Customer service and billing


$


$


For the Three Months
Ended March 31,


2007 2006


21,853 $ 17,862
(199) (244


21,654 $ 17,618


6,295,282 3,782,543
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expenses, as adjusted, per
average subscriber 1.15 $ 1.55


(4) SIRIUS defines free cash flow as cash flow from operating activities,
capital expenditures and restricted and other investment activity.
Free cash flow is calculated as follows:


Net cash used in operating activities $
Additions to property and equipment
Restricted and other investment


activity
Free cash flow $


For the Three Months
Ended March 31,


2007 2006


(133,947) $ (157,172)
(12,458) (5,496)


(310) (2,869)
(146,715) $     (165,537)


(5) SIRIUS defines ARPU as the total earned subscriber revenue and net
advertising revenue divided by the daily weighted average number of
subscribers for the period. ARPU is calculated as follows:


For the Three Months
Ended March 31,


2007 2006


Subscriber revenue $ 190,796 $ 115,181
Net advertising revenue 6,721 7,338
Total subscriber and net


advertising revenue $ 197,517 $ 122,519
Daily weighted average number


of subscribers 6,295,282 3,782,543
ARPU $ 10.46 $ 10.80


(6) SIRIUS believes average monthly churn; SAC per gross subscriber
addition; customer service and billing expenses per average
subscriber; free cash flow; and ARPU provide meaningful information
regarding operating performance and liquidity and are used for
internal management purposes; when publicly providing the business
outlook; as a means to evaluate period-to-period comparisons; and to
compare the company’s performance to that of its competitors. SIRIUS
also believes that investors use current and projected metrics to
monitor performance of the business and make investment decisions.


SIRIUS believes the exclusion of stock-based compensation expense in
the calculations of SAC per gross subscriber addition and customer
service and billing expenses per average subscriber is useful given
the significant variation in expense that can result from changes in
the fair market value of SIRIUS common stock, the effect of which is
unrelated to the operational conditions that give rise to variations
in the components of subscriber acquisition costs and customer service
and billing expenses. Specifically, the exclusion of stock-based
compensation expense in the calculation of SAC per gross subscriber
addition is critical in being able to understand the economic impact
of the direct costs incurred to acquire a subscriber and the effect
over time as economies of scale are reached.


These non-GAAP financial measures are used in addition to and in
conjunction with results presented in accordance with GAAP. These non-
GAAP financial measures may be susceptible to varying calculations;
may not be comparable to other similarly titled measures of other
companies; and should not be considered in isolation for, or superior
to measures of financial performance prepared in accordance with GAAP.


(7) SIRIUS refers to net loss before taxes; other income (expense) -
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(8)


including interest and investment income, interest expense, loss from
redemption of debt and equity in net loss of affiliate; depreciation;
impairment charges; and stock-based compensation expense as adjusted
loss from operations. Adjusted loss from operations is not a measure
of financial performance under GAAP. The company believes adjusted
loss from operations is a useful measure of its operating performance.
The company uses adjusted loss from operations for budgetary and
planning purposes; to assess the relative profitability and on-going
performance of consolidated operations; to compare performance from
period to period; and to compare performance to that of its
competitors. The company also believes adjusted loss from operations
is useful to investors to compare operating performance to the
performance of other communications, entertainment and media
companies. The company believes that investors use current and
projected adjusted loss from operations to estimate the current or
prospective enterprise value and make investment decisions.


Because the company funds and builds-out its satellite radio system
through the periodic raising and expenditure of large amounts of
capital, results of operations reflect significant charges for
interest and depreciation expense. The company believes adjusted loss
from operations provides useful information about the operating
performance of the business apart from the costs associated with the
capital structure and physical plant. The exclusion of interest
expense and depreciation is useful given fluctuations in interest
rates and significant variation in depreciation expense that can
result from the amount and timing of capital expenditures and
potential variations in estimated useful lives, all of which can vary
widely across different industries or among companies within the same
industry. The company believes the exclusion of taxes is appropriate
for comparability purposes as the tax positions of companies can vary
because of their differing abilities to take advantage of tax benefits
and because of the tax policies of the various jurisdictions in which
they operate. The company also believes the exclusion of stock-based
compensation expense is useful given the significant variation in
expense that can result from changes in the fair market value of the
company’s common stock. Finally, the company believes that the
exclusion of equity in net loss of affiliate (SIRIUS Canada, Inc.) is
useful to assess the performance of its core consolidated operations
in the continental United States. To compensate for the exclusion of
taxes, other income (expense), depreciation, impairment charges and
stock-based compensation expense, the company separately measures and
budgets for these items.


There are material limitations associated with the use of adjusted
loss from operations in evaluating the company compared with net loss,
which reflects overall financial performance, including the effects of
taxes, other income (expense), depreciation, impairment charges and
stock-based compensation expense. The company uses adjusted loss from
operations to supplement GAAP results to provide a more complete
understanding of the factors and trends affecting the business than
GAAP results alone. Investors that wish to compare and evaluate the
operating results after giving effect for these costs, should refer to
net loss as disclosed in the unaudited consolidated statements of
operations. Since adjusted loss from operations is a non-GAAP
financial measure, the calculation of adjusted loss from operations
may be susceptible to varying calculations; may not be comparable to
other similarly titled measures of other companies; and should not be
considered in isolation, as a substitute for, or superior to measures
of financial performance in accordance with GAAP.


SIRIUS refers to adjusted net loss and adjusted net loss per share as
net loss per share excluding impairment charges and stock-based
compensation expense. Adjusted net loss and adjusted net loss per
share are not measures of financial performance under GAAP. The
company believes adjusted net loss and adjusted net loss per share are
useful to investors to compare its operating performance to the
performance of other communications, entertainment and media
companies. The company believes the exclusion of impairment charges is
appropriate for comparability purposes as the existence, amount and
timing of impairment charges can vary from period to period and can
vary widely across different industries or among companies within the
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same industry. The company also believes the exclusion of stock-based
compensation expense is useful given the significant variation in
expense that can result from changes in the fair market value of the
company’s common stock.


There are material limitations associated with the use of adjusted net
loss and adjusted net loss per share in evaluating the company
compared with net loss and net loss per share, which reflects overall
financial performance, including the effects of impairment charges and
stock-based compensation expense. The company uses adjusted net loss
and adjusted net loss per share to supplement GAAP results to provide
a more complete understanding of the factors and trends affecting the
business than GAAP results alone. Investors that wish to compare and
evaluate the operating results after giving effect for these costs,
should refer to net loss and net loss per share as disclosed in the
unaudited consolidated financial statements of operations. Since
adjusted net loss and adjusted net loss per share are non-GAAP
financial measures, the calculation of adjusted net loss and adjusted
net loss per share may be susceptible to varying calculations; may not
be comparable to other similarly titled measures of other companies;
and should not be considered in isolation, as a substitute for, or
superior to measures of financial performance prepared in accordance
with GAAP.


About SIRIUS


SIRIUS, "The Best Radio on Radio," delivers more than 130 channels of the best programming in all of
radio. SIRIUS is the original and only home of 100% commercial free music channels in satellite radio,
offering 69 music channels. SIRIUS also delivers 65 channels of sports, news, talk, entertainment,
traffic, weather and data. SIRIUS is the Official Satellite Radio Partner of the NFL, NASCAR, NBA and
NHL, and broadcasts live play-by- play games of the NFL, NBA and NHL, as well as live NASCAR races.
All SIRIUS programming is available for a monthly subscription fee of only $12.95.


SIRIUS Internet Radio (SIR) is a CD-quality, Internet-only version of the SIRIUS radio service,
without the use of a radio, for the monthly subscnption fee of $12.95. SIR delivers more than 75
channels of talk, entertainment, sports, and 100% commercial free music.


SIRIUS products for the car, truck, home, RV and boat are available in more than 25,000 retail
locations, including Best Buy, Circuit City, Crutchfield, Costco, Target, WaI-Mart, Sam’s Club,
RadioShack and at shop.sirius.com.


SIRIUS radios are offered in vehicles from Audi, Bentley, BMW, Chrysler, Dodge, Ford, Infiniti, Jaguar,
Jeep(R), Land Rover, Lexus, Lincoln, Mercury, Maybach, Mazda, Mercedes-Benz, MINI, Mitsubishi,
N~ssan, Rolls Royce, Scion, Toyota, Volkswagen, and Volvo. Hertz also offers SIRIUS in its rental cars
at major locations around the country.


Click on www.sirius.com to listen to SIRIUS hve, or to purchase a SIRIUS radio and subscription.


Any statements that express, or involve discussions as to, expectations, beliefs, plans, objectives,
assumptions, future events or performance with respect to SIRIUS Satellite Radio Inc. are not
historical facts and may be forward-looking and, accordingly, such statements involve esbmates,
assumptions and uncertainties which could cause actual results to differ materially from those
expressed ~n any forward-looking statements. Accordingly, any such statements are qualified in their
entirety by reference to the factors discussed in our Annual Report on Form 10-K for the year ended
December 31, 2006 filed w~th the Securities and Exchange Commission. Among the key factors that
have a direct bearing on our operational results are: our pending merger with XM Satellite Radio
Holdings, Inc. ("XM"), including related uncertainties and risks and the impact on our business if the
merger is not completed; any events which affect the useful life of our satellites; our dependence
upon tNrd parties, including manufacturers of SIRIUS radios, retailers, automakers and programming
providers; and our competitive position versus other audio entertainment providers.


E-SIRI


Contact Information for Investors and Financial Media:


Paul Blalock
SIRIUS
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212.584.5174
pblalock@siriusradio.com


Hooper Stevens
SIRIUS
212.901.6718
hstevens@siriusradio.com


SOURCE SIRIUS Satellite Radio


Paul Blalock, +1-212-584-5174, pblalock@siriusradio.com, or Hooper Stevens,
+1-212-901-6718, hstevens@siriusradio.com, both of SIRIUS


http:/!www.sirius.com/


Copyright(C) 2007 PR Newswire, Allrightsrese~ed


News Provided by COMTEX
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Sirius Satellite Radio
OEM Drives 1Q Sub Growth,
Trimming FY07 Estimates


What’s Changed
2007E Retail Net Adds
2007F Revenue
2007E EBITDA Loss
2007E Subscriptions


From 1.11mmto 1.04 mm
From$997.8mmto $985,0mm
From$300.Smmto $296.2mm


From 8.34mm to 8.26 mm


Conclusion: We are modestly lowering our FY07E
subscription estimate from 8.34 mm to 8.26 mm, which
remains above SIRI full- year guidance. As retail growth
trends remain soft, we continue to expect OEM to
become the more sign=ficant source of subscription
growth throughout FY07. Although retail gross adds
overall were weak, SIRI achieved a 76% retail share in
1Q07. By YE07, SIRI expects to penetrate roughly 34%
of its OEM partners’ production compared to 23% in ’06,
and 10% in ’05.


What’s New: We look for SIRI to maintain a 54% retail
market share advantage over XMSR in ’07. Our current
retail category forecast calls for 3.5 mm gross additions,
implying a ~15% decline from FY06. SIRI reiterated its
full year ’07 guidance of more than 8 mm subs and $95
SAC. 1Q results came in broadly in line with estimates
led by better than anticipated OEM sub growth which
offset weaker gross adds from retail (down 40% from
1Q06). Churn of 2.3% came in line with our estimates,
while a shift in the % of subscribers on family plans and
sub/revenue recognition mismatch from OEM
subscriptions drove ARPU of $10.30 below our $10.69
expectation for the quarter.


Implications: We believe SIRI could reach full year
free cash flow positive (CFFO less capex) as soon ’08.
Our model assumes that SIRI will benefit from a $2
monthly subscription rate increase in ’08 and material
positive swings in working capital denved from
subscription prepayments. By comparison, we have
modeled in a $1 rate increase for XMSR during ’08 and
we currently expect it to reach positive free cash flow
(CFFO less capex) in ’09.


MORGAN STANLEY RESEARCH
NORTH AMERICA


Morgan Stanley & Co. Incorporated Benjamin Swinburne, CFA
Benjamin.Swinbume@morganstanley.com
+1 (1)212 761 7527


Hunter DuBose
Huntar.DuBose@morganstanley.com
+1 (1)212 ’/,61 7981


Chad Harris
Chad.J.Hards@morganstanley.com
+1 (1)212 761 6754


Key Ratios and Statistics


Reuters: SIRI.O Bloomberg: SIRI US
Cable/Satellite / United States of America
Price target ++
Shr price, close (May 10, 2007) $2.84
Mkt cap, curt (ram) $4,966
52-Week Range $4.84-2.72


Fiscal Year (Dec) 2006 2007e 2008e 2009e
iodelWare EPS ($)* (0.78) (0.44) (0.27) (0.15)
Prior ModelWare EPS ($) (0.80) (0.45) (0.25) (0.12)
PIE NM NM NM NM
Consensus EPS ($) (0.81) (0.42) (0.26) (0.15)
Div yld (%) 0.0 0.0 0.0 0.0
* = Please see explanation of Morgan Stanley ModelWare later =n th=s note.
e = Morgan Stanley Research estlmatas
++ = Stock Rating, Price Target or Estimates are not ava=lable or have been
removed due to applicable law and/or Morgan Stanley pohcy.


Quarterly ModelWare EPS


2007e 2007e 2008e 2008e
Quarter 2006 Prior Current Prior Current


QI (0.33) (0.10)a
Q2 (0.16) (0.13) (0.12)
Q3 (0.12) (0.09) (0.09)
Q4 (0.17) (0.12) (0.12)
e = Morgan Stanley Research estlmatas, a = Actual company reported data


Morgan Stanley does and seeks to do business with
companies covered in its research reports. As a result,
investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a
single factor in making their investment decision.
Customers of Morgan Stanley in the U.S. can receive
independent, third-party research on the company
covered in this report, at no cost to them, where such
research is available. Customers can access this
independent research at
www.morganstanley.com/equityresearch or.can call
1-800-624-2063 to request a copy of this research.
For analyst certification and other important
disclosures, refer to the Disclosure Section.
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Investment Case
Morgan Stanley & Co. Incorporated ("Morgan Stanley") is
currently acting as financial advisor to Sirius Satellite Radio
("Sirius Satellite") in the announced proposed merger with
XM Satellite Radio ("XM Satellite’).


The proposed transaction is subject to the consent of Sirius
Satellite shareholders, XM Satellite shareholders and other
customary closing conditions. This report and the
information provided herein is not intended to (i) provide
voting advice, (ii) serve as an endorsement of the proposed
transaction, or (iii) result in the procurement, withholding or
revocation of a proxy or any other action by a security
holder.


Sirius Satellite has agreed to pay fees to Morgan Stanley for
its financial advice, including transaction fees that are
subject to the consummation of the proposed transaction.


Please refer to the notes at the end of the report.


Please see our report from February 20th, ’Satellite Radio:
Merger, If Approved, Should Drive $4-5 Billion NPV Value’, for
a detailed analysis of the proposed merger between XM and
SIRI.


Summary & Conclusions


We have slightly reduced our FY07 subscription estimate to
8.26 mm subs and look for total revenue of $985.0 mm and a
$296.2 mm EBITDA loss for the year. In addition, we have
more heavily weighted our OEM gross adds expectations
towards 2H07. We now look for 336K OEM net additions in 2Q
compared our previous 416K estimate. Our full year
subscription estimate remains ahead of SIRI’s greater than 8
mm guidance. We expect SIRI retail gross additions to decline
nearly 15% YoY, while OEM should continue to drive a larger
share of subscription growth throughout the remainder of the
year. We have slightly lowered our FY07E SAC and churn
estimates to $93 and 2.4% respectively; now modestly below
SIRI guidance.


In-Line Results Led by Strong OEM Gross Adds
Sirius’ 1Q07 results were broadly in line with expectations,
however subscriber growth in the quarter was more heavily
weighted towards OEM than anticipated. Retail net additions
declined 64% compared to our 54% decline estimates,
however SIRI added roughly 70K more OEM net additions than
forecasted. This resulted in total net additions modestly
exceeding our estimates for the quarter. ARPU (before Hertz


and mail-in rebates) declined nearly 4% YoY due primarily to a
larger percentage of subscribers taking multi- year and family
packages. These multi- year packages have increased from
12% in 1Q06 to 16% atthe end of 1Q07.


SIRI 1Q07 revenue and EBITDA of $204.0 mm and (-$84.0)
mm came in roughly $6.5 mm and $11.4 mm below our
estimates, respectively. The modest miss was primarily driven
by lighter than expected ARPU and greater equipment and
acquisition cost in the quarter.


Exhibit 1
SIRI Financial and Subscriber Summary, FY06- ’10E


06-’10E
2006 2007E 2008E 2009E 2010E CAGR


EOP Subs 6,025 8,259 10,186 12,012 13,786 23.0%
Net Adds 2,708 2,234 1,927 1,827 1,773 -10.0%
Chum 1.91% 2.35% 2.70% 2.93% 3.06% 1.1%


Modelware FCF ($949.4) ($459.8) ($164.9) ($67,1) $34.1 NM
CFFO less CFFI ($394.3) ($254.7) ($13,9) $24.0 $95.8 NM
Revenue $637.3 $986.3 $1,396.8 $1,728.8 $2,047,7 33.9%
EBITDA ($951.0) ($474.9) ($214.1) ($23,9) $180.3 NM
Margin % -149.2% -48.1% -15.3% -1.4% 8.8% 158.0%
Funding Cushion $176.3


Source: Company data, Morgan Stanley Research


Improving Build-in Rates of OEM Partner Models
Strong OEM growth in the quarter comes as a result of SIRI’s
improving OEM equipment agreements. For full year 2007, we
estimate SIRI OEM will account for over 50% of net additions
compared to roughly 40% at the end of ’06. While retail trends
continue to decline YoY, OEM subscription growth will benefit
both from improved installation agreements partners’ newer
’08 model year vehicles. SIRI now expects its radios to be


Company Description
Sidus Satellite Radio is a leading provider of satellite ~adio,
offering commercial- free music, sports, news, talk,
entertainment, traffic and weather programming throughout the
continental United States.


Cable/SatellitelUnited States of America


Industry View: Cautious
We assign a Cautious view to the Cable/Satellite industry based
on high relative valuation levels to the market and decelerating
growth,


GlCS Sector: Consumer Discretionary
Strategist’s Recommended Weight: 7.8%
S&P 500 Weight: 10.3%
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featured in roughly 34% of its partners’ production compared to
23% in 2006 and 10% in 2007.


Changes to Our Forecast:
¯ We expect YE07 subscriptions of 8.26 mm, roughly


80K lower than our previous estimates. We forecast
approximately 1.18 mm OEM net additions and 1.04
mm retail net additions for the year.


Our FY07E revenue and EBITDA loss estimates of
$985.0 mm and $296.2 mm also remain broadly in
line with previous estimates. We expect ARPU
(before effects of Hertz and mail- in rebates) of
$10.35, down modestly from our previous $10.40
estimate. We expect SAC of $92; modestly below
SIRI guidance and previous estimates.


We note the following points concerning the proposed
merger of XMSR and SIRI:


¯ We estimate the value of combining these two assets
at roughly $4.5-10.4 billion, on an NPV basis,
depending on the level of incremental customer
growth achieved by combining the two content
platforms under Sirius’ management. We believe the
market will discount this value, however, given the risk
the FCC does not approve the transaction. While
there is specific language in the original FCC licenses
issued to each operator prohibiting a merger, we
believe enough of the competitive dynamics in the
market has changed to warrant the FCC to take a
fresh look at the consumer impact of a potential
combination.


We believe XM and SIRI are more valuable combined
than they are independent. The most tangible
near-term value creation would come from overhead,
programming and CPGA reductions. This leads to
our base case merger value of $4.5 billion. The
near-term risk is that one or both operators do not
focus on executing their business plans while the deal
is under review, leading to further subscriber target
misses and concerns regarding funding status.


Improved sub growth from the combination of the two
satellite radio companies would likely impact current
OEM promotional conversion levels rather than drive
new OEM gross additions, we believe. This impact
would reduce the number of subscribers that
disconnect following the initial promotional period.


1Q07 Results versus Morgan Stanley Estimates:
¯ SIRI 1Q07 revenue and EBITDA loss of $204.0 mm


and $84.0 mm came in below our $213.0 mm and
$72.6 mm, respectively. Lower than anticipated
ARPU of $10.30 compared to our $10.69 estimate
predominately drove the revenue miss, while greater
equipment and subscriber acquisition cost drove
expenses ahead of estimates.


SIRI 1Q net additions of 556K came broadly in line
with our 552K estimates, however additions in the
quarter were more heavily weighted towards OEM.
OEM net additions grew -60% and contributed 66%
of net additions in 1Q07.


Unlike XMSR which booked approximately $8 mm of
merger related cost in the quarter, SIRI (which is
being recognized as the acquiring party) capitalized
roughly $5 mm of expenses related to the pending
XMSR/SIRI merger.
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Exhibit 2
SIRI 1Q07 Results Versus Morgan Stanley Estimates


1Q07A 1Q06A
Gross subscriber additions (000s) 988 961
Growth % 3% 171%


Growth % tQ07 M8 Variance %
3% 998 (9)


4%


Net subscriber additions (000s) 556 761 -27% 552 5
Retail 193 535 -64% 250 (57)
OEM 365 225 62% 297 68
Hertz -1 1 -231% 5 (6)


Disconnects 432 199 117% 446 (14)


Ending subscribers (000s) 6,581 4,078 61% 6,576 5
Retail 4,235 3,000 41% 4,292 (57)
OEM 2,324 1,049 122% 2,256 68
Hertz 23 28 -21% 29 (6)


Average total subscribers 6,297 3,783 66% 6,273 24
Avg retail 4,129 2,733 51% 4,154 (26)
Avg OEM 2,123 936 127% 2,093 30
Avg Hertz 23 28 -17% 26 (3)


Monthly chum (self-pay) 1.79% 1.83% 0.0% 1.90% -0.11%
Monthly churn (reported) 2.30% 1.80% 0.5% 2.37% -0.07%
Monthly churn (calculated) 2.29% 1.76% 0.5% 2.37% -0.08%


ARPU - Before Hertz & Mail-In $10.30
Growth % -3.7%


Effects of Hertz Subscribers $0.04
Effects of Mail-In Rebates ($0.24)
Avg. Subscriber Rev/Sub $10.10
Avg. Advertising Rev/Sub $0.36
ARPU - fully loaded $10.46


Growth % -3.1%


$0.03 33.3% $0.03 $0.01
($0.58) -58.6% ($0.13) ($0.11)


$10.15 -0.5% $10.58 ($0.48)
$0.65 NM $0.53 ($0.17)


$10.80 -3.1% $11.12 ($0.66)
0.7% 2.9% -6.1%


Key marketing data:
SAC per gross add (SAC)
Fully Loaded CPGA (excl. rev share)


$104 $113 -8.0% $96 $8
$123 $134 -8.6% $115 $8


Source" Company data, Morgan Stanley Research
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Exhibit 3
SIRI 1Q07 Results Versus Norman Stanley Estimates (Continued, $ ram)


1Q07A 1Q06A Growth % 1Q07 MS
Revenues:


Variance %


Total Subscriber Revenues $190.8 $115.2 65.6% $199.2 ($8.4)


Equipment 4.7 3.7 26.5% 2.5 2.2
Advertising, Net of Commissions 6.7 7.3 -8.4% 10.0 -3.3
Other 1.8 0.5 308.2% 1.3 0.6
Total Revenues $204.0 $126.7 61.1% $213.0 ($8.9)
% Change 61.1% 193.1% 68.1% -7.0%


Cost of revenue:
Satellite & Transmission $7.3 $7.3 0.4% $7.9 ($0.6)
Programming & Content 70.1 56.4 24.2% 70.4 -0.3
Customer Care & Billing 21.7 15.8 36.7% 21.0 0.7
Cost of equipment 9.3 3.5 168.2% 2.5 6.8


Total Cost of Revenue $108,4 $83.1 30,5% $101.8 $6.5
Per Average Subscriber per month $5.74 $7.32 -21.6% $5.41
% of Total Revenue 53% 66% 48%
Gross Margin % 47% 34% 52%


General and Administrative 23.4 19.1 22.2% 25.8 ($2.4)
Engineering, design & development 11.4 12.7 -10.0% 13.0 ($1.6)
% of revenues 6% 10% 6%


Sales and Marketing $46.6 $39.3 18.7% $48.9 ($2.3)
Per Gross Addition $47 $41 15.3% $49 ($2)
% of revenues 23% 31% 23%


Subscriber Acquisition Costs $98.2 $109.1 -10.0% $96.0 $2.2
Per Gross Addition (Reported SAC) $104 $113 -8.2% $96 $7.8


Total Marketing & SAC $144.9 $148.4 -2.4% $144.9 ($0.0)
Per Gross Addition (CPGA, incl. mv sham) $147 $155 -5.2% $145 $1


Operating Cash Flow (EBITDA) ($84.0) ($136.7) 38.5% ($72.6) ($11.4)
YoY Growth % NM NM NM
Margin % NM NM NM


Equity granted to third parties & SBC 24.3 284.6 -91.5% 45.0 ($20.7)
Depreciation 26.8 24.9 7.4% 26.5 $0.3
Operating Income (loss) (135.1) (446.2) 69.7% (144.1) $9.1


Pre-Marketing EBITDA $50.0 $3.2 1455.7% $56.5 ($6.5)
YoY Growth % 1456% -112% 1541%
Margin % 25% 3% 27%


Source: Company data, Morgan Stanley Research
Note: $27 mm of revenue share expense allocated to "Programming & Content" and "Sales & Marketing" =terns
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Exhibit 4
Industry and SIRI Subscriber Summary, 2005- 2010E


2005A 2006A 2007E 2008E 2009E 2010E
Industry Summary
DARS Net Subscriber Adds 4,877 4,404 3,811 3,738 4,099 3,999


% Change 77% -10% -13% -2% 10% -2%
DARS EOY Subscribers 9,250 13,653 17,464 21,202 25,301 29,300


% Change 112% 48% 28% 21% 19% 16%


Market Share
Sirius 36% 44% 47% 48% 47% 47%
XM Radio 64% 56% 53% 52% 53% 53%


Total Net Additions 2,173 2,708 2,234 1,927 1,827 1,773
% change 146% 25% -17% -14% -5% -3%


Total SIRI Subscribers 3,317 6,025 8,259 10,186 12,012 13,786
% change 190% 82% 37% 23% 18% 15%


Subscriber Base
OEM Subscribers 824 1,959 3,137 4,233 5,415 6,606
Retail Subscribers 2,465 4,042 5,085 5,902 6,532 7,100
Rental Car Subscribers 28 24 38 51 65 79


Net Additions
OEM Subscribers 620 1,135 1,178 1,096 1,182 1,191
Retail Subscribers 1,554 1,576 1,043 817 630 568
Rental Car Subscribers (1) (4) 14 14 14 14


% of Base
OEM Subscribers 25% 33% 38% 42% 45% 48%
Retail Subscribers 74% 67% 62% 58% 54% 52%
Rental Car Subscribers 1% 0% 0% 1% 1% 1%


% of Net Additions
OEM Subscribers 29% 42% 53% 57% 65% 67%


Retail Subscribers 72% 58% 47% 42% 35% 32%


Rental Car Subscribers 0% 0% 1% 1% 1% 1%


source company data, Morgan Stanley Research
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Exhibit 5
SIRI Subscription Summary by Channel, Annual (’000s of subscriptions)


2005A 2006A 2007E 2008E 2009E 2010E


ITotal OEM U.S. SaFes !000’s! 714 1,424 2,258 2,997 3,849 4,573


OEM Subscribers (Assumes 12 month discount period)
BOP Subscribers 203 824 1,959 3,137 4,233 5,415
Gross Additions 712 1,546 2,314 2,997 3,849 4,573


Promotional Disconnects (80) (298) (932) (1,292) (1,733) (2,217)
Net Gross Additions 632 1,248 1,382 1,705 2,116 2,357
Post Promotional Churn (11) (113) (204) (609) (933) (1,166)
EOP Subscribers 824 1,959 3,137 4,233 5,415 6,606
Average Subscdbers 460 1,356 2,608 3,685 4,824 6,011


Net Additions 620 1,135 1,178 1,096 1,182 1,191
Post-Promotion Monthly Chum % 0.21% 0.69% 0.65% 1.30% 1.50% 1.50%


Implied OEM Chum 1.66% 2.52% 3.63% 4.30% 4.61% 4.69%


Conversion Rate 65% 60% 50% 48% 46% 45%
OEM Promotional Base 712 1,546 2,314 2,997 3,849 4,573


Total Retail Subscribers
BOP Subscribers 911 2,465 4,042 5,085 5,902 6,532


Gross Additions 1,804 2,211 1,890 1,864 1,818 1,872


D~sconnects (250) (635) (847) (1,047) (1,188) (1,303)
EOP Subscribers 2,465 4,042 5,085 5,902 6,532 7,100
Average Subscribers 1,429 3,253 4,448 5,493 6,217 6,816


Net Additions 1,554 1,576 1,043 817 630 568


Monthly Churn % 1.46% 1.63% 1.59% 1.60% 1.60% 1.60%


BOP Subscribers 29 28 24 38 51 65


Gross Additions 4 1 19 22 24 27
Disconnects (5) (5) (5) (8) (10) (13)


EOP Subscribers 28 24 38 51 65 79
Average Subscribers 27 27 28 44 58 72


Net Additions (1) (4) 14 14 14 14


Monthly Chum % 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%


Source. Company data, Morgan Stanley Research
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Exhibit 6
OEM Satellite Radio Additions as % of Annual Sales (’000s of subscriptions)


2005    2006    2007E    2008E    2009E    2010E
Sirius Satellite Radio:
Satellite Radio Additions
DAIMLER-CHRYSLER 540.9
FORD 80.1
BMW/MINI 39.6
MITSUBISHI 0.1
GM
HONDA
ACURA
HYUNDAI
AUDI 2.6
INFINITI 6.5
KIA
LEXUS 15.4
NISSAN 15.8
PORSCHE 1.3
SUBARU
TOYOTA 8.9
VOLKSWAGEN 2.8
Total 713.9


739.5 977.6 1,269.7 1,525.6 1,761.1
508.5 865.0 1,116.7 1,512.0 1,904.2
71.6 95.2 119.7 164.9 218.3
0.8 2.0 26.6 40.6 54.3


9.6 62.3 66.8 71.5 76.6
7.7 11.2


175.7 295.5 301.5
17.2 19.0 19.4 19.8 20.2
23.4 33.9


3.3 5.1
0.6 1.2 2.0 2.8 3.8
8.6 11.0 13.5 16.0 18.6


33.6 174.8 187.2 200.5 214.7
1,424.3 2,258.4 2,997.1 3,849.2 4,573.2


% Sat Radio of Annual Sales
DAIMLER-CHRYSLER 21.4%
FORD 2.3%
BMW/MINI 12.9%
MITSUBISHI 0.1%
GM 0.0%
HONDA 0.0%
ACURA 0.0%
HYUNDAI 0.0%
AUDI 3.1%
INFINITI 4.8%
KIA 0.0%
LEXUS 5.1%
NISSAN 1.7%
PORSCHE 4.0%
SUBARU 0.0%
TOYOTA 0.5%
VOLKSWAGEN 1.3%
Total 4.3%


Source: Company data, Morgan Stanley Research


31.5% 41.2% 52.9% 62.8% 71.7%
16.8% 28.2% 36.0% 48.3% 60.1%
22.8% 29.7% 36.6% 49.4% 64.1%
0.7% 1.7% 21.9% 32.8% 42.9%
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%
0.0% 0.0% 0.0% 0.0% 0.0%


12.2% 78.1% 82.0% 86.1% 90.4%
6.7% 9.5% 0.0% 0.0% 0.0%
0.0% 0.0% 57.6% 95.0% 95.0%
5.7% 6.2% 6.2% 6.2% 6.2%
2.6% 3.7% 0.0% 0.0% 0.0%
8.8% 13.5% 0.0% 0.0% 0.0%
0.3% 0.6% 1.0% 1.4% 1.8%
0.4% 0.5% 0.6% 0.7% 0.8%


15.2% 77.6% 81.5% 85.6% 89.8%
9.0% 14.0% 18.3% 23.2% 27.2%
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Exhibit 7
SIRI Subscription and Revenue Forecast, Annual (’000s of subscriptions)


2005A 2006A 2007E 2008E 2009E 2010E


Gross subscriber additions (000s) 2,519 3,758 4,223 4,883 5,691 6,472
Growth % 155.4% 49.2% 12.4% 15.6% 16.6% 13.7%


Net subscriber additions (000s) 2,173 2,708 2,234 1,927 1,827 1,773
Retail 1,554 1,576 1,043 817 630 568
OEM 620 !, 135 1,178 1,096 1,182 1,191
Hertz (1) (4) 14 14 14 14


Disconnects 346 1,050 1,988 2,956 3,865 4,698


Ending subscribers (000s) 3,317 6,025 8,259 10,186 12,012 13,786
Retail 2,465 4,042 5,085 5,902 6,532 7,100
OEM 824 1,959 3,137 4,233 5,415 6,606
Hertz 28 24 38 51 65 79


Average total subscribers 1,852 4,589 7,053 9,126 11,008 12,810
Avg retail 1,370 3,253 4,435 5,452 6,185 6,788
Avg OEM 443 1,299 2,594 3,630 4,765 5,951
Avg Hertz 27 27 28 44 58 72


Monthly churn (self-pay)
Monthly churn (reported)
Monthly churn (calculated)


1.94% 2.06% 1.86% 2.26% 2.48% 2.51%
1.56% 1.91% 2.35% 2.70% 2.93% 3.06%
1.56% 1.91% 2.35% 2.70% 2.93% 3.06%


ARPU - Before Hertz & Mail-In
Growth %


$10.78 $10.63 $10.35 $11.75 $11.86 $12.07
-1.2% -1.4% -2.7% 13.6% 1.0% 1.8%


Effects of Hertz Subscribers $0.04 $0.05 $0.03 $0.03 $0.03 $0.03
Effects of Mail-In Rebates ~$0.76~ ~$0.23) ~$0.14) ($0.31~ ~$0.29~ t$0.29~
Avg. Subscriber Rev/Sub $10.06 $10.45 $10.24 $11.48 $11.61 $11.82
Avg. Advertising Rev/Sub .~0.28 _$0.56 $0.65 $0.86 $1.09 $1.13
ARPU - fully loaded $10.34 $11.01 $10.89 $12.34 $12.70 $12.95


Growth % 1.7% 6.6% -1.1% 13.3% 2.9% 2.0%


Key marketing data:
SAC per gross add (SAC)
Fully Loaded CPGA (excl. rev share)


Source: Company data, Morgan Stanley Research


$139 $114 $93 $76 $69 $59
$190 $146 $120 $112 $105 $98
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Exhibit 8
SlRI Revenue and EBITDA, Annual ($ millions)


2005A
Revenues:
Subscriber Related
Subscription $233.6
Activation 6.8
Effect of Mail-In Rebates (16.8)
Total Subscriber Revenues $223.6


Equipment $12.3
Advertising, Net of Commissions 6.1
Other 0.2


Total Revenues $242.2
% Change 262.3%


Cost of revenue:
Satellite & Transmission $27.9
Programming & Content $99.2
Customer Care & Billing $46.7
Cost of equipment $11.8


Total Cost of Revenue $185,5
Per Average Subscriber per month $8.35
% of Total Revenue 77%
Gross Margin % 23%


General and Administrative
Engineering, design & development


Sales and Marketing


Per Gross Addition


% of revenues


Subscriber Acquisition Costs
Per Gross Addition (Reported SAC)


Total Marketing & SAC


Per Gross Addition (CPGA, incl. rev share)


2006A 2007E 2008E 2009E 2010E


$572.4 $875.6 $1,257.2 $1,537.4 $1,822.1
15.6 25.6 33.2 34.0 39.1


(12.6) (12.0) (33.6) (38.2) (44.9)
$575.4 $889.2 $1,256.8 $1,533.1 $1,816.3


$26.8 $30.2 $34.2 $39.1 $43.5
31.0 55.2 94.4 144.1 174.1


4.0 10.4 11.4 12.6 13.8
$637.3 $985.0 $1,396.9 $1,728.9 $2,047.8


163.1% 54.6% 41.8% 23.8% 18.4%


$28.3 $30.2 $31.1 $32.0 $33.0
$230.2 $292.3 $338.4 $375.4 $404.0


$68.1 $96.9 $122.9 $141.2 $158.2
$35.2 $60.0 $68.0 $77.7 $86.6


$361.9 $479.4 $560.4 $626.3 $681.8
$6.57 $5.66 $5.12 $4,74 $4.44
67% 49% 40% 36% 33%
43% 51% 60% 64% 67%


$59.8 $87.5 $115.7 $131.3 $138.1 $139.1
$42.9 $58.7 $53.4 $60.6 $63.7 $64.2


$171.8 $222.5 $270.3 $362.3 $441.5 $540.3
$68 $59 $64 $74 $78 $83


71% 35% 27% 26% 26% 26%
$349.6 $419.7 $362.3 $370.4 $394.8 $380.4


$139 $114 $93 $76 $69 $59
$521.5 $642.2 $632.6 $732.6 $836.3 $920.7


$207 $171 $150 $150 $147 $142


Operating Cash Flow (EBITDA) ($567.5) ($513.1) ($296.2) ($88.0) $64.4 $242.1
YoY Growth % 24% -10% -42% -70% -173% 276%
Margin % -234% -81% -30% -6% 4% 12%


Equity granted to third parties & SBC 163.t 437.9 180.0 126.0 88.2 61.7
Depreciation 98.6 105.7 107.1 115.6 135.8 140.1
Operating Income (loss) (829.1) (1,056.8) (583.4) (329.7) (159.7) 40.2


Pre-Marketing EBITDA ($63.8) $98.5 $294.9 $560.9 $782.8 $1,006.5
YoY Growth % NM -254% 200% 90% 40% 29%
Margin % -26% 15% 30% 40% 45% 49%


Source Company data, Morgan Stanley Research
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SlRI Annual Income Statement
($ millions)


2005A 2006A 2007E 2008E 2009E 2010E
Total Revenue $242.2 $637.3 $986.3 $1,396.8 $1,728,8 $2,047.7
Cost of Revenue 185,5 361.9 479.4 560.4 626.3 681.8
Gross Profit $56.7 $275,4 $506.9 $836,4 $1,102.5 $1,365.9


Sales & Marketing $171.8 $222.5 $270,3 $362.3 $441.5 $540.3
Subscriber Acquisition Costs 349.6 419.7 362.3 370.4 394.8 380.4
Engineering & Design (R&D) 42.9 58.7 53.4 60.6 63.7 64.2
General & Administrative 59.8 87,5 115.7 131.3 138.1 139.1
Total SG&A $624.2 $788.5 $801.8 $924.5 $1,038.2 $1,123.9


Equity Granted to Third Parties & SBC


EBITDA
Margin (%)


Depreciation
Operating Income (EBIT)


Interest income
Interest expense
Other
Equity Affiliate Income (Expense)
Debt Restructuring Charge
Pre-Tax Income


Current Taxes
Deferred Taxes


Total Income Taxes


Net Income


Preferred stock dividends
Preferred stock deemed dividends
Total Preferred Dividends


Net Income to Common


Average Basic Shares Outstanding
Reported Basic EPS


Average Fully Diluted Shares Outstanding
Reported Fully Diluted EPS
Less: Extraordinary and Nonrecurring Items per Share
Adjusted Fully Diluted EPS


Source Company data, Morgan Stanley Research


163.1


($730.6)
-301.6%


98.6
($829.1)


26.9
(45 4)


(6.2)
(6.9)


0.0
($860.7)


0.0
(2.3)


($2.3)


($863.0)


0.0
0.0


$0.0


($863.0)


1,311.6
($0.66/


1,311.6
($0.66)


(0.00)
($0.66)


437.9 180.0 126.0 88.2 61.7


($951.0) ($474.9) ($214.1) ($23.9) $180.3
-149.2% -48.1% -15.3% -1.4% 8.8%


105.7 109.4 115.6 135.8 140.1
($1,056.8) ($584.3) ($329.7) ($159.7) $40.2


33.3 10.8 7.4 8.3 11.0
(64.0) -59.4 (65.6) (63.0) (51.1)
-10.8 0.0 0.0 0.0 0.0


-4.4 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0


($!,102.8) ($632,9) ($388,0) ($214.5) $0,2


0.0 0.0 0.0 0.0 0.0
-2.1 0,0 0.0 0.0 0.0


($2.1) $0.0 $0.0 $0.0 $0.0


($1,104.8) ($632.9) ($388.0) ($214.5) $0.2


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


($1,104.8) ($632.9) (S388.0) ($214.5) $0.2


1,390.4 1,438.2 1,448.0 1,459.7 1,465.6
($0.79) ($0.44) ($0.27) ($0.15) $0.00


1,390,4 1,438.2 1,~8.0 1,459.7 1,753.0
($0.79) ($0.44) ($0.27) ($0.15) $0.00


0,00 0.00 0.00 0.00 0,00
($0.79) ($0.44) ($0.27) ($0.15) $0.00
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Exhibit 10
SIRI Annual Balance Sheet


In $ Millions
2005A 2006A 2007E 2008E 2009E 2010E


Cash & Equivalents $762.0 $393.4 $176.3 $200.2 $225.7 $358,2
Marketable Securities & Restricted Investments 142,4 40,5 40.5 40,5 40.5 40.5
Prepaid expenses 18,2 52,6 80.1 112.5 138.1 162.3
Accounts Receivable 20.0 53.1 65.8 92.5 113.7 133.8
Other Current Assets 68.8 77.7 77.7 77.7 77.7 77.7
Total Current Assets $1,011.4 $617.3 $440.2 $523.3 $595.7 $772.5


Gross Prop., Plant, & Equip. (Rpt)
Accumulated Depreciation
Systems Under Construction
Net Prop., Plant, & Equip.


$1,156.3 $1,177.7 $1,202.1 $1,495.2 $1,520.6 $1,543.9
377.6 469.1 556.6 648.1 757.7 869.3


49.7 101.8 119.5 22.2 75.9 237.2
$828.4 $810.4 $764.9 $869.3 $838.8 $911.8


Restricted Investments 82.5 52.9 27.9 2.9
Goodwill and intangibles
DARS License 83.7 83.7 83.7 83.7 83.7 83.7
Deferred Financing Fees 16.3 13.2 10.6 8.0 5.4 2.8
Other Assets 63.2 81.2 81.2 81.2 81.2 81.2
Total Assets $2,085.4 $1,658.5 $1,408.5 $1,568.4 $1,604.8 $1,851.9


Short-term debt $0.0 $0.0 $10.7 $10.7 $10.3 $7.3
Accounts payable & accrued liabilities 331.95 437.9 502.3 553.9 607.8 626.0
Deferred revenue 307.9 489.0 591.8 921.9 1,026.9 1,155.5
Accrued Interest 23.5 24.8 22.8 25.1 27.3 29.1
Total Current Liabilities $663.4 $951.6 $1,127.6 $1,511.6 $1,672.4 $1,818.0


Long-term Debt $1,084.4 $1,068.2 $t ,057.6 $1,057.6 $1,021.4 $722.7
Accrued Interest, net of current portion
Other non-current liabilities 12.5 27.7 27.7 27.7 27.7 27.7
Total liabilities $1,760.4 $2,047.6 $2,212.8 $2,596.9 $2,721.6 $2,568.4


Preferred Equity
Common Equity
Additional Paid-In-Capital
Retained Eamings (Deficit)
Treasury Stock
Deferred Compensation
Accumulated Other Comprehensive Income
Shareholder’s equity


1.3 1.435 1.4 1.4 1.4 1.4
3,079.2 3,443.2 3,660.8 3,824.6 3,950.9 4,351.0


(2,729.1) (3,833.7) (4,466.6) (4,854.6) (5,069.1) (5,068.9)


(26.7)


$324.7 ($389.1) ($804.4) ($1,028.5) ($1,116.7) ($716.5)


$2,085.1 $1,658.5 $1,408.5 $1,568.4 $1,604.8 $1,851.9Total Liabilities & Equity
Source: Company data, Morgan Stanley Research
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Exhibit 11
SIRI Annual Cash Flow Statement ($ millions)


2005A 2006A 2007E 2008E 2009E 2010E


Net Income
Depreciation
Non-cash Interest Expense
Loss on Disposal of Assets
Gain (Cost) Associated with Debt Restructuring
Equity Granted to Third Parties & Employees
Impairment Loss
Deferred Income Tax
Change in Working Capital Requirements
CFFO


($863.0) ($1.104.8) ($632.9) ($388.0) ($214.5) $0.2
$98.6 105.7 109.4 115.6 135.8 140.1
$3.2 3.1 2.6 2.6 2.6 2.6
$1.0 1.7 0.0 0.0 0.0 0.0
$0.0 0.0 0.0 0.0 0.0 0.0


163.1 437.9 180.0 126.0 88.2 61.7
0.0 10.9 0.0 0.0 0.0 0.0
0.0 2.1 0.0 0.0 0.0 0.0


323.4 128.9 125.1 324.9 114.3 104.3
($273.8) ($414.5) ($215.7) $181.1 $126.4 $308.9


Net maturity (purchase) of ST & Restricted Investments
Capital Expenditures (Addit. To PPE & Syst. Und. Cons)
Other
CFFI


($122.3) $119.9 $25.0 $25.0 $2.9 $0.0
($49.8) (99.7) (64.0) (220.0) (105.3) (213.1)


$0.0 0.0 0.0 0.0 0.0 0.0
($172.1) $20.2 ($39.0) ($195.0) ($102.4) ($213.1)


Change in Debt
Paydown of Existing Debt
Issue of Long-Term Debt
Dividends Paid
Proceeds From Exercise of Stock Options & Warrants
Proceeds From Issuance of Common Stock
Share Repurchase
Costs associated with Debt Restructuring & Other
CFFF


$o.o $o.o $o.o $o.o $o.o $o.o
($57.6) 0.0 0.0 0.0 (36.5) (301.7)
$493.0 0.0 0.0 0.0 0.0 0.0


$0.0 0.0 0.0 0.0 0.0 0.0
18.5 25.8 37.6 37.8 38.1 38.4


0.0 0.0 0.0 0.0 0.0 300.0
0.0 0.0 0.0 0.0 0.0 0.0


($0.0) 0.0 0.0 0.0 0.0 0.0
$453.9 $25.8 $37.6 $37.8 $1.6 $36.6


BOP Cash Balance $753.9 $762.0 $393.4 $176.3 $200.2 $225.7
Net Increase (Decrease)in Cash                            8.1 (368.6) (217.2) 23.9 25.6 132.4
EOP Cash Balance $762.0 $393.4 $176.3 $200.2 $225.7 $358.2


Source: Company data, Morgan Stanley Research
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Morgan Stanley MORGAN STANLEY
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RESEARCH


Exhibit 12
SlRI Free Cash Flow Forecast, Annual
($ Millions)
FYE December 31


2004A 2005A 2006A 2007E 2008E 2009E 2010E
EBITDA                           ($583.2) ($730.6) ($951.0) ($474,9) ($214.1) ($23.9) $180.3
Capital Spending (28.1) (49.8) (99.7) (64.0) (220.0) (105.3) (213.1 )
Working Capital 126.2 320.3 132.0 127.7 327.5 116.9 106,9
Cash Taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Cash Interest (31.7) (18.5) (30.7) (48.6) (58.2) (54.8) (40.0)
Preferred Dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0


Free Cash Flow (Modelware) ($516,8) ($478.6) ($949.4) ($459.8) ($164.9) ($67.1) $34.1


Common Dividends
Excess Free Cash Flow


0.0 0.0 0.0 0.0 0.0 0.0 0.0
($516.8) ($478.6) ($949.4) ($459.8) ($164.9) ($67.1) $34.1


o.o o.o o.o o.o o.o o.o o.o
($516.8) ($478.6) ($949.4) ($459.8) ($164.9) ($67.1) $34.1


Non-Cash Interest
Free Cash Flow to Equity Holders


"No-Growth" Free Cash Flow
Net Additions (000s)                               882 2.173 2,708 2,234 1,927 1,827 1,773
Fully Loaded CPGA $312 $190 $146 $120 $112 $105 $98
CPGA related to net additions ($ ram) $275.4 $413.3 $395.7 $268.2 $215,3 $192.0 $174.3
"No-Growth" Free Cash Flow ($241.4) ($65.3) ($553.7) ($191.5) $50.4 $124.9 $208.3


Tax Effected Free Cash Flow
FCF to Equity Holders ($516.8) ($478,6) ($949.4) ($459.8) ($164.9) ($67,1) $34,1
Taxes from Tax Rate 283.3 344.3 441.1 253.2 155.2 85.8 (0,1)
Tax Effected FCF ($233.5) ($134.3) ($508.3) ($206.6) ($9.7) $18.7 $34.0
Tax Effected FCF / Share ($0.08) ($0.29) ($0.12) ($0.01) $0.01 $0.02


Current Share Price $2.84 $2.84 $2.84 $2.84 $2.84 $2.84
NOL Value per Share ($0.21) ($0.22) ($0.24) ($0.26) ($0.28) ($0.30)
Share Price Adjusted for NOL Value $2.63 $2.62 $2.60 $2.58 $2.56 $2.64
Adjusted Price / Tax Effected FCF (33.6x) (8.9x) (21.7x) (462.7x) 239.2x 131.0x


Trading Multiples
Basic Shares
Fully Diluted Shares


1,276.9 1,346.2 1,434.6 1,441.8 1,454.2 1,465.2 1,466.0
1,520.2 1,715.0 1,725.3 1,725.6 1,735.4 1,747.1 1,753.0


Free Cash Flow per Share ($0.34) ($0.28) ($0.55) ($0.27) ($0.10) ($0.04) $0.02
Earnings per Share ($0,58) ($0.66) ($0.79) ($0.44) ($0.27) ($0.15) $0,00
"No-Growth" FCF / S hare ($0.16) ($0.04) ($0.32) ($0.11 ) $0.03 $0.07 $0.12
Tax Effected FCF / Share ($0,15) ($0.08) ($0.29) ($0.12) ($0.01) $0,01 $0.02


Price / FCF (8.4x) (10.2x) (5.2x) (10.7x) (29.9x) (74.0x) 146.2x
Pnce / EPS NM NM NM NM NM NM 33,121,9x
Adjusted Price / Tax Effected FCF 0.0x (33.6x) (8.9x) (21.7x) (462.7x) 239.2x 131.0x
Price /"No-Growth" FCF / Share (17.9x) (74.6x) (8.8x) (25.6x) 97.7x 39.7x 23.9x


Source: Company data, Morgan Stanley Research
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Exhibit 13
SIRI Advertising Forecast, Annual ($ millions)


2005A    2006A    2007E    2008E    2009E     2010E
Total Listeners
Average Subscribers (mm)
Number of Listeners per subscription


Reach Population
% of reach population listening to radio weekly


Total SIRI Satellite Radio Listeners
Total SIRI Satellite Radio Listeners x 1 M


Time Spent Listening
SIRI Satellite Radio Listening Hours per week
SIRI Satellite Radio Listening Quarter Hours per week
Total Quarter Hours in a week


Average Quarter Hour Persons (AQH)
AQH per channel (100)


Average Unit Rate
CPM (cost per thousand) - net of fees
x AQH per channel/1000


Average Unit Rate


Advertising Spots Sold
Music
30 Second Spots/Hour
Music Channels with Advertising
Hours of Advertising per Year (18"7"52)
Total Music Advertising Spots
Inventory Sell-out Ratio
Music Spots Sold


SIRI Music Advertising Revenue
Shared Revenue


Net SIRI Music Advertising Revenue


Talk
30 Second Spots/Hour
Talk Channels with Advertising
Hours of Advertising per Year (18*7*52)
Total Talk Advertising Spots
Inventory Sell-out Ratio
Talk Spots Sold


SIRI Music Advertising Revenue
Shared Revenue


Net SlRI Music Advertising Revenue


ITotal SIRI Advertising Revenue
Growth %


% of Total Revenue
Source Company data, Morgan Stanley Research


1.9 4.6 7.1 9.2 11.1 12.9
2.3 2.3 2.3 2.3 2.3 2.3
4.3 10.6 16.3 21.2 25.6 29.7


93.7% 93.5% 93.3% 93.1% 92.9% 92.7%
4.0 9.9 15.2 19.7 23.7 27.6


3,990,922 9,865,035 15,173,333 19,725,757 23,746,650 27,551,815


6.8 7.0 7.2 7.4 7.6 7.7
27.1 27.9 28.7 29.5 30.4 31.0
504 504 504 504 504 504


214,362 545,344 864,090 1,155,253 1,430,041 1,692,471
2,144 5,453 8,641 11,553 14,300 16,925


$5.41 $5.41 $5.52 $5.63 $5.74 $5.85
2 5 9 12 14 17


$12 $29 $48 $65 $82 $99


6,552 6,552 6,552 6,552 6,552 6,552


50% 50% 50% 50% 50% 50%


$0.0 $0.0 $0.0 $0.0 $0.0 $0.0
0.0 0.0 0.0 0.0 0.0 0.0


$o.o $o.o $o.o $o.o $o,o $o.o


20 20 20 20 20 20
50 55 55 55 55 55


6,552 6,552 6,552 6,552 6,552 6,552
6,552,000 7,207,200 7,207,200 7,207,200 7,207,200 7,207,200


16% 29% 32% 41% 49% 49%
1,057,628 2,105,022 2,321,238 2,933,850 3,546,462 3,546,462


$12.3 $62.1 $110.7 $190.7 $291.1 $351.4
(6.1) (31.0) (55.3) (95.4) (145.5) (175.7)
S6.1 S31.0 $55.3 S95.4 S145.5 $175.7


$6.1 $31.0 $55.3 $95.4 $145.5 $175.7
577% 406% 78% 72% 53% 21%


3% 5% 6% 7% 8% 9%
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Exhibit 14
SIRI Ownership


Sirius Satellite Radio -- Diluted Share Count
Outstanding      Book Value      Convert @


Ctass A Common Stock 1,404,780,483 --
Restncted Stock Units 4,273,458
Common Stock Outstanding


Proceeds


As of June 31, 2006
Fully Diluted Shares Treasury Method


1,404,780,483         1,404,760,483
4,273,458 4,273,458


1,409,053,941 1,409,053,941


Options to purchase Common Stock 87,024,000 $5 24 out of money 87,024,000 25,605,947


Warrants Expire
NFL Warrants (performance) 2008-2010
NFL Warrants (Bounty) 2008-2010
Penske 2014
Daimler 2012
RadioShack 2009
Ford 2007
14.5% 2009 Warrants 2009
Lehman Warrants
Other d~stnbution and programming 2008-2014
Other 2005-2009


16,666,665
33,333,335
32,024,200
21,500,000
10,000,000
4,000,000
2,425,389
2,100,000
7,348,000


8,000


$2.50
$2.50
$2.39
$1.04
$5.00
$3.00


$24.92
$15 O0
$3.15


$27.36


$41,666,663 16,666,665 5,525,846
$83,333,338 33,333,335 11,051,694
$76,601,886 32,024,200 11,542,412
$22,360,000 21,500,000 15,521,390
out of money 10,000,000 --
$12,000,000 4,000,000 791,444
out of money 2,425,389 ---
out of money 2,100,000 --
$23,146,200 7,348,000 1,159,176
out of money, 8,000 ---


129,405,589 45,591,963


Convertible Debt
3 1/4% Convertible Notes due 2011 @ $5.30
2 1/2% Convertible Notes due 2009 @ $4.41
3 1/2% Convertible Notes due 2008 @ $1 38
8 3/4% Convertible Subordinated Notes due 2009


Diluted Share Count


$230,000,000
$300,000,000
$52,693,000


$1,744,000


$5.30
$4.41
$1.39


$28.46


43,396,216 43,396,216
68,027,220 68,027,220
37,815,224 37,815,224


61,274 61,274
149,299,934 149,299,934


$259,108,086 1,774,783,464 1,629,551,785


Sirius Satellite Radio-- Diluted Ownership


Class A
Apollo Management 95,708,000
Blackstone --
Space Systems/Loral --
Employees & D~ractors 25,488,094
Pubhc 1,209,581,366
Total 1,330,777,460


Soume Company data, Morgan Stanley Research


Options


49,011,433


87,024,000


RSUs


4,273,458


4,273,4~


Convertible


Notes


149,299,934


Warrants


129,405,509


Diluted
Shares Equity Ownership


95,708,000 5.6%


78,772,985 4.6%
1.526.299.456 89.7°/o
1,700,780,441 100.0%
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Exhibit 15
SIRI Quarterly Subscription Forecast (’000s of subscriptions)


1Q06A 2Q06A 3Q06A 4Q06A 2006E 1Q07A 2Q07E 3Q07E 4Q07E. 2007E
Industry Summary
DARS Net Subscriber Adds 1,330 998 727 1,348 4,404


% Change 57% -1% -26% -34% -10%.
DARS EOY Subscribers 10,580 11,578 12,305 13,653 13,653


% Change 103% 86% 71% 48% 48%


Market Share
Sirius 39% 40% 42% 44% 44%
XM Radio 61% 60% 58% 56% 56%


SIRI Subscriber Breakdown
Total Net Additions 761 600 441 905 2,708
% change 149% 64% 23% -21% 25%


Total SIRI Subscribers 4,078 4,678 5,119 6,025 6,025
% change 181% 158% 135% 82% 82%


Subscr=ber Base
OEM Subscribers 1,049 1,374 1,610 1,959 1,969
Aftermarket Subscribers 3,000 3,277 3,483 4,042 4,042
Rental Car Subscribers 28 28 27 24 24


Net Additions
OEM Subscnbers 225 325 236 349 1,135
Aftermarket Subscribers 535 276 206 559 1,576
Rental Car Subscribers 1 (0) (1) (3) (4~


% of Base
OEM Subscr=bers 26% 29% 31% 33% 33%
Aftermarket Subscribers 74% 70% 68% 67% 67%
Rental Car Subscribers 1% 1% 1% 0% 0%


% of Net Add~t=ons
OEM Subscribers 30% 54% 54% 39% 42%
Aftermarket Subscribers 70% 46% 47% 62% 58%
Rental Car Subscribers 0% 0% 0% 0% 0%


Source. Company data, Morgan Stanley Research


842 808 845 1,317     3,811
-37% -19% 16% -2% ~ -13%


14,495 15,302 16,147 17,464 17,464
37% 32% 31% 28% 28%


45% 46% 47% 47% 47%
55% 54% 53% 53% 53%


556 516 424 739 2,234
-27% -14% -4% -18% -17%


6,581 7,097 7,520 8,259 8,259
61% 52% 47% 37% 37%


2,324 2,659 2,903 3,137 3,137
4,235 4,410 4,585 5,085 5,.085


23 28 33 38 38


365 336 244 234 1,178
193 175 175 500 1,043


(1) 5 5 5 14,


35% 37% 39% 38% 38~
64% 62% 61% 62% 62%


0% 0% 0% 0% O%


66% 65% 57% 32% 53%
35% 34% 41% 68% 47%


O% 1% 1% 1% 1%
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Exhibit 16
SIRI Quarterly Subscription Summary


1Q06A 2Q06A 3Q06A 4Q06A 2006E


OEM Subscriber Analysis


ITotal OEM U,S, Sales !000’s) ~    299 392 320 413 1,424


OEM Subscribers (Assumes 12 month discount period)


BOP Subscribers 824 1,049 1,374 1,610 824


Gross Additions 294 394 355 503 1,546


Promotional D=sconnects (41) (48) (77) (132) (298.1
Net Gross Add=t=ons 253 346 278 371 1,248


Post Promot=onal Churn (27) (22) (41) (22) (1131
EOP Subscr=bers 1,049 1,374 1,610 1,959 1,959


Average Subscribers 936 1,211 1,492 1,785 1,356


Net Additions 225 325 236 349 1,135
Post-Promotion Monthly Churn % 0.97% 0.60% 0.92% 0.41% 0.69!
Implied OEM Churn 2~43% 1.91% 2.64% 2.88% 2.52%


Convers=on Rate 65.0% 65 0% 55.0% 55.0% 60.0~


OEM Promotional Base 888 1,146 1,330 1,546 1,546


Retail


Total Retail Subscribers
BOP Subscribers 2,465 3,000 3,277 3,483 2,465


Gross Additions 665 436 378 733 2,211


Disconnects (130) (159) (172) (174) (635;),
EOP Subscribers 3,000 3,277 3,483 4,042 4,042’
Average Subscribers 2,733 3,138 3,380 3,762 3,253


Net Addit=ons 535 276 206 559 1,576


Monthly Churn % 1 60% 1.70% 1 70% 1.60% 1.63%


Rental Car


BOP Subscribers 28 28 28 27 28


Gross Add~t=ons 2 1 (0) (2) 1


Disconnects (1) (1) (1) (1) (5)


EOP Subscribers 28 28 27 24 24
Average Subscribers 28 28 27 25 27


Net Additions 1 (0) (1) (3) (4)
Monthly Churn % 1.5% 1 5% 1.5% 1.5%


Source Company data, Morgan Stanley Research


1Q07A 2Q07E 3Q07E 4Q07E 2007E


542 553 576 587 2,258


1,959 2,324 2,659 2,903 1,959
597 553 576 587 2,314


(185) (174) (257) (317) (932)i
412 380 319 271 ~,382
(48) (44) (76) (37) (204)


2,324 2,659 2,903 3,137 3,137
2,141 2,492 2,781 3,020 2,608


365 336 244 234 1,178
0.74% 0.60% 0.92% 0.41% 0.65%
3.62% 2 91% 3.98% 3.90% 3,63%


53.0% 51.0% 49.0% 47.0% ,~0.0%


1,849 2,009 2,230 2,314 2,314.


4,042 4,235 4,410 4,585
391 382 390 726


(198) (207) (215) (226)


4,235 4,410 4,585 5,085
4,138 4,322 4,497 4,835


193        175        175       500


1.60%           1.60%           1.60%           1.60%


4,042
1,890


(847)
5,085
4,44~8


1,043


1.59%


24 23 28 33 24


(0) 6 6 7 19


(1) (1) (1) (2) (5)
23 28 33 38 38


23 25 30 35 28


(1) 5 5 5 14
1.5% 1.5% 1.5% 1.5%
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Exhibit 17
SIRI Quarterly Subscription and Revenue Forecast (’O00s of subscriptions)


1Q06A 2Q06A 3Q06A 4Q06A 2006E 1Q07A 2Q07E 3Q07E 4Q07E


’Key subscriber data;
Gross subscnber add=t=ons (000s) 961 831 732 1,235 3,758


Growth % 170.8% 92,0% 57.4% -2.5% 49,2%


Net subscriber additions (000s) 761 600 441 905 2,708
Retad 535 276 206 559 1,576
OEM 225 325 236 349 1,135
Hertz 1 (0) (1) (3) (4)


D~sconnects 199 230 291 329 1,050


End=ng subscribers (000s) 4,078 4,678 5,119 6,025 6,025
Retml 3,000 3,277 3,483 4,042 4,~042
OEM 1,049 1,374 1,610 1,959 1,959
Hertz 28 28 27 24 24


Average total subscr=bers 3,783 4,353 4,848 5,364 4,589
Avg retail 2,733 3,138 3,380 3,762 3,253
Avg OEM 936 1,130 1,433 1,697 1,299
Avg Hertz 28 28 27 25 27


Monthly churn (self-pay) 1 83% 1.90% 2.03% 1 72% 2.06%
Monthly churn (reported) 1.80% 1.80% 2 00% 2 00% 1.91%
Monthly churn (calculated) 1 76% 1.76% 2.00% 2.05% 1.91%


Key revenue data;
ARPU - Before Hertz & Mail-In $10.70 $10 64 $10.73 $10.48 $10.63


Growth % 0.6% 0.4% -3.2% -2.6% -1.4%


Effects of Hertz Subscribers $0.03 $0 05 $0 07 $0.05 $0.05
Effects of Mall-In Rebates ~$0.58) ~ ~ ($0.14) ~
Avg. Subscriber Rev/Sub $10 15 $10.54 $10 68 $10.39 $10.45


Avg. Advertising Rev/Sub $0.65 $0.62 $0.49 $0.53 $0.56
ARPU - fully loaded $10.80 $11 16 $11.17 $10.92 $11.01


Growth % 0 7% 6.3% 0.2% 15.9% 6.6°,~


Key marketing data.
SAC per gross add (SAC)
Fully Loaded CPGA (excl. rev share)


Source Company data, Morgan Stanley Research


$113 $131 $114 $103 $114
$134 $169 $I39 $144 $146


988 941 973 1,320
2.9% 13.4% 32.8% 6.9%


556 516 424 739
193 175 175 500
365 336 244 234


(1) 5 5 5


432 426 549 581


6,581 7,097 7,520 8,259
4,235 4,410 4,585 5,085
2,324 2,659 2,903 3,137


23 28 33 38


6,297 6,813 7,287 7,816
4,129 4,314 4,489 4,810
2,123 2,475 2,769 3,008


23 25 30 35


2007EI


4,223
12.4%


1.o43
1.,178


14.


1,988


8,259
5~85
3,t37


36


7,053 ’
4,435
2,,~94


28


1.85% 1.75% 1.93% 1.60% 1.86%
2,30% 2.08% 2.51% 2.48% 2.35%
2.29% 2.08% 2.51% 2.48% "~.35%


$10.30 $10.67 $10.71 $10.70
-3.7% 0.3% -0.2% 2.1%


$0.04 $0.05 $0.07 $0.05


$10.10 $10.62 $10.68 $10.58


$10.46 $11.09 $11.32 $11.63
-3.1% -0.6% 1.3% 6.5%


$10.35
-2.7%


$0.03


$10.24


$1o.89
-1,1%


$104     $99    $92     $81     $93
$123    $131    $112    $116    $120
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Exhlb=t 18
SIRI Quarterly Revenue and EBITDA, ($ millions)


1Q06A 2Q06A


Revenues:
Subscriber Related
Subscription                                $118.0 $136,0 $153.2 $165.2 $572,4
Activation 3.7 3.6 4,0 4.3 t5.6
Effect of Ma~l-ln Rebates (6 5) (2.0) (1.8) (2.2) (~12.6’,
Total Subscriber Revenues $115.2 $137.6 $155.3 $167.2 $575.,~


Equipment $3.7 $3 1 $3.6 $16.4 $26,~
Advert~s=ng, Net of Commissions 7,3 8.1 7.1 8.5 31.0
Other 0,5 1.2 1.1 1,3 4,0


Total Revenues $126.7 $150.1 $167.1 $193.4 $637.3


% Change 193 1% 187 5% 150 1% 141.7% 163.1%


3Q06A 4Q06A 2006E 1Q07A 2Q07E 3Q07E 4Q07E 2007E


Cost of revenue:
Satelhte & Transmission $7.3 $6.77 $7.1 $7.2 $28.3
Programming & Content $56.4 $53 0 $55.9 $64.8 $230.2
Customer Care & B=lhng $15.8 $13.7 $14,7 $23,9 $68.1
Cost of equipment $3 5 $3.5 $6,2 $22.1 $35,2


Total Cost of Revenue $83.1 $76.9 $83,9 $118.0 $361.9:
Per Average Subscnber per month $7.32 $5.89 $5 77 $7 33 $6.57


% of Total Revenue 66% 51% 50% 61% 57%
Gross Marg=n % 34% 49% 50% 39% 43%


19.1 21.7 23.5 23.2 87.5
12.7 12,8 20.5 12.8 58.7


General and Admm=stratlve
Engineering, design & development


Sales and Marketing $39.3 $56.6 $41.5 $85.1 $222.5
Per Gross Addit=on $41 $68 $57 $69 $59


% of revenues 31% 38% 25% 44% 35%
Subscriber Acquisition Costs $109.1 $108.7 $80.9 $121.0 $419,7


Per Gross Addit=on (Reported SAC) $113 $131 $114 $103 $t14
Total Marketing & SAC $148.4 $165.3 $122.3 $206.2 $642.2


Per Gross Addition (CPGA, incl. rev share) $155 $199 $167 $167 $171


I
Operating Cash Flow (EBITDA) ($136.7) ($126.5) ($83.2) ($166.8) ($513.1~)


YoY Growth % NM NM NM NM ,NM
Margin % NM NM NM NM NM


Equity granted to third parties & SBC 284.6 67.3 43,4 42.6


Depreciation I 24.9 25,7 27.6 27.5
Operating Income (loss) (446.2) (219 6) (154.2) (236.9)


437.9
105.7


(1,056.8)


Pre-Marketing EBITDA $3.2 $29.6 $31.3 $34.3 $98.4


YoY Growth % -112% -419% -1302% -232% -254%
Margin % 3% 20% 19% 18% 15%


Source Company data. Morgan Stanley Research


$190.6 $212.5 $228.4 $244.0
4.0 6.6 7.2 7.9


(3.8) (2.1) (2.1) (4.0)
$190,8 $217.0 $233.4 $248.0


$4,7 $4,6 $4.7 $16.3
6.7 9.8 14.0 24.7
1.8 2.3 2.8 3.3


$204.0 $233.7 $255.0 $292.3


61.1% 55.7% 52.6% 51.2%


$875.6
25.6


(12.0)
$889.2


$30.2
55.2
10.4


$985,0


54.6%


$7.3 $7.4 $7.7 $7.8 $30~2
$70.1 $73.6 $70.6 $78.0 $292.3
$21.7 $23.1 $24.0 $28.1 $96.9
$9.3 $9.1 $9.3 $32.4 $60.0


$108.4 $113.1 $111.6 $146.3 $479.4
$5.74 $5.53 $5.11 $6.24 $5.66
53% 48% 44% 50% 49%
47% 52% 56% 50% 51%


23.4 29.2 31.7 31.4 ’ 11’5.7
$11.4 $13.0 $14.0 $15.0- 53,4


$46.6 $66.4 $59.7 $97.6 $270,3
$47 $71 $61 $74 $64


23% 28% 23% 33% 27%
$98.2 $88.8 $84.8 $90,5 $362.3
$104 $99 $92 $81 $93


$144.9 $155,2 $144.5 $188.1 $632.6
$147 $165 $149 $142 $150


($84.0) ($76.9) ($46.9) ($88,4) ($296.2]
NM NM NM NM NM
NM NM NM NM NM


24.3 51.9 51.9 51.9 180.(~
26.8 26.8 26.8 26.8 107.1


(135 1) (155.6) (125.6) (167.1) (583.4’,


$49.8 $65.5 $83.7 $95.9 $294;9
1447% 122% 167% 180% 200%


24% 28% 33% 33% 30%.
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Exhibit 19
SlRI Quarterly Income Statement ($ millions)


1Q06A 2Q06A 3Q06A
Total Revenue $126.7 $150,1 $167.1
Cost of Revenue 83.1 76.9 83.9
Gross Profit $43.6 $73.2 $83.2


4Q06A 1Q07A 2Q07E 3Q07E 4Q07E
$193.4 $204.0 $233.7 $255.0 $292,3


118.0 108.4 113.1 111.6 146,3
$75.4 $95.7 $120.6 $143.3 $146.0


Sales & Marketing $39.3 $56,6 $41.5 $85,1
Subscriber Acquisition Costs 109.1 108.7 80.9 121.0
Engineering & Design (R&D) 12.7 12.8 20.5 12.8
General & Administrative 19.1 21.7 23.5 23.2
Total SG&A $180.3 $199.7 $166.3 $242.2


Equity Granted to Third Parties & SBC 284.6 67.3 43.4 42.6


EBITDA ($421.2) ($193.8) ($126.6) ($209.4)
Margin (%) -332.6% -129.1% -75,7% -108.3%


Depreciation 24.9 25.7 27.6 27.5
Operating Income (EBIT) ($446.2) ($219.6) ($154.2) ($236.9)


Interest income 9.9 8.9 7.8 6.8
Interest expense (17.1) (15.7) (15.9) (15.3)
Other 0.0 (10.9) 0.0 0.1
Equity Affiliate Income (Expense) (4.4) 0.0 0.0 0.0
Debt Restructuring Charge 0.0 0.0 0.0 0.0
Pre-Tax Income ($457.8) ($237.3) ($162.3) ($245.4)


Current Taxes 0.0 0.0 0.0 0.0
Deferred Taxes (0.8) (0.6) (0.6) (0.2)


Total Income Taxes ($0.8) ($0.6) ($0.6) ($0.2)


Net Income ($458.5) ($237.8) ($162.9) ($245.6)


Preferred stock dividends
Preferred stock deemed dividends
Total Preferred Dividends


0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0


$o.o $o.o $o.o $o.o


Net Income to Common ($458.5) ($237.8) ($162.9) ($245.6)


Average Basic Shares Outstanding 1.387.0 1,404.0 1,405.3 1,413.9
Reported Basic EPS ($0.33) ($0.17) ($0.12) ($0.17)


Average Fully Diluted Shares Outstandi 1,387.0 1,404.0 1,405.3 1,413.9
Reported Fully Diluted EPS ($0.33) ($0.17) ($0.12) ($0.17)
Less: Extraordinary and Nonrecurring I~ 0.00 (0.00) 0.00 0.00
Adjusted Fully Diluted EPS ($0.33) ($0.16) ($0.12) ($0.17)


Source: Company data, Morgan Stanley Research


$46.6 $66.4 $59.7 $97.6
98.2 88.8 84.8 90.5
11.4 13.0 14.0 15.0
23.4 29.2 31.7 31.4


$179.7 $197.5 $190.2 $234.4


24.3 51.9 51.9 51.9


($108.3) ($128.8) ($98.8) ($140.4)
-53.1% -55.1% -38.7% -48.0%


26.8 26.8 26.8 26.8
($135.1) ($155.6) ($125.6) ($167.1)


6,0 1.6 1.6 1.6
(15.2) (14.7) (14.7) (14.7)


0.0 0.0 0.0 0.0
0.0 0,0 0.0 0,0
0.0 0.0 0.0 0.0


($144.2) ($168.8) ($138.7) ($180.3)


0.0 0.0 0.0 0.0
(0.6) 0.6


($0.6) 0.6 0.0 0.0


($144.8) ($168.2) ($138.7) ($180.3)


0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0


$o.o $o.o $o.o $o.o


(S144.8) (S168.2) (S138.7) ($180.3)


1.457.0 1,461,4 1,461.4 1,461,4
($0.10) ($0.12) ($0.09) ($0.12)


1,457.0 1,461,4 1,461.4 1,461.4
($0,10) ($0.12) ($0.09) ($0.12)


0.00 0.00 0.00 0.00
($0.10) ($0,12) ($0.09) ($0.12)
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ModelWare
Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.


Disclosure Section


The information and opinions in this report were prepared by Morgan Stanley & Co. Incorporated and its affiliates (collectively, "Morgan Stanley").


Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this
report: Benjamin Swinbume.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.


Global Research Conflict Management Policy
This research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.


Important US Regulatory Disclosures on Subject Companies
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Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past
has entered into an agreement to provide services or has a client relationship with the following companies covered in this report: Comcast
Corporation, Liberty Global, Inc., Time Warner Cable Inc, Virgin Media Inc.
The research analysts, strategists, or research associates principally responsible for the preparation of this research report have received
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and
overall investment banking revenues.
Morgan Stanley & Co. Incorporated makes a market in the securities of Charter Communications, Comcast Corporation, EchoStar Communications,
Garmin, Ltd, Liberty Global, Inc., Sirius Satellite Radio, Virgin Media Inc, XM Satellite Holdings.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.


STOCK RATINGS
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. For example, Morgan
Stanley uses a relative rating system including terms such as Overweight, Equal-weight or Underweight (see definitions below). A rating system using
terms such as buy, hold and sell is not equivalent to our rating system. Investors should carefully read the definitions of all ratings used in each
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research report. In addition, since the research report contains more complete information concerning the analyst’s views, investors should carefully
read the entire research report and not infer its contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor’s decision to buy or sell a stock should depend on individual circumstances (such as the investor’s existing holdings)
and other considerations.


Global Stock Ratings Distribution
(as of Apri/ 30, 2007)
For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover.
Overweight, Equal-weight, and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see
definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we
correspond Equal-weight and Underweight to hold and sell recommendations, respectively.


Coverage Universe


Stock Rating Category Count % of Total
Overweight/Buy 850 38%
Equal-weight/Hold 1008 45%
Underweight/Sell 368 17%
Total 2~226


Investment Banking Clients (IBC)
% of Total % of Rating


Count IBC Category
291 42% 34%
303 44% 30%
97 14% 26%


691


Data include common stock and ADRs currently assigned ratings. An investor’s decision to buy or sell a stock should depend on individual
circumstances (such as the investor’s existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan
Stanley or an affiliate received investment banking compensation in the last 12 months.


Analyst Stock Ratings
Overweight (O). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.
More volatile (V). We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in a month, based on a
quantitative assessment of historical data, or in the analyst’s view, it is likely to become materially more volatile over the next 1-12 months compared
with the past three years. Stocks with less than one year of trading history are automatically rated as more volatile (unless otherwise noted). We note
that securities that we do not currently consider "more volatile" can still perform in that manner.
Unless otherwise specified, the time frame for price targets included in this report is 12 to 18 months.


Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCl country index.


Stock price charts and rating histories for companies discussed in this report are available at www.morganstanley.com/companycharts or from your
local investment representative. You may also request this information by writing to Morgan Stanley at 1585 Broadway, (Attention: Equity Research
Management), New York, NY, 10036 USA.
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Other Important Disclosures
For a discussion, if applicable, of the valuation methods used to determine the price targets included in this summary and the risks related to achieving these targets, please
refer to the latest relevant pubhshed research on these stocks, Research is available through your sales representative or on Client Link at www.morganstanley, com and
other electronic systems.
Th=s report does not prov*de mdiv=dually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons
who rece=ve =t. The secunt=es discussed in this report may not be suitable for all investors. Morgan Stanley recommends that investors independently evaluate padicular
investments and strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will depend on an
investor’s mdiv=dual c~rcumstances and objectives, The securities, instruments, or strategies discussed in this report may not be suitable for all investors, and certain
investors may not be ehg~ble to purchase or participate in some or all of them.
Th~s report ~s not an offer to buy or sell or the solicitation of an offer to buy or sell any security or to participate in any particular trading strategy. The "Important US
Regulatory Disclosures on Subject Companies" section lists all companies mentioned m th~s report where Morgan Stanley owns 1% or more of a class of common securities
of the compames. For all other companies mentioned in this report, Morgan Stanley may have an investment of less than 1% in securities or derivatives of securities of
compames mentioned m th~s repod, and may trade them in ways different from those discussed in this report. Employees of Morgan Stanley not involved in the preparation
of th~s report may have investments in securities or derivatives of securities of companies mentioned in this report, and may trade them in ways different from those
discussed in this report. Derwat~ves may be issued by Morgan Stanley or assoc=ated persons.
Morgan Stanley and =ts affiliate compames do business that relates to companies covered in =ts research reports, ~ncludmg market making and specialized trading, risk
arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and ~nvestment banking. Morgan Stanley sells to
and buys from customers the secuntieshnstruments of companies covered in its research reports on a principal basis.
With the exception of reformation regarding Morgan Stanley, reports prepared by Morgan Stanley research personnel are based on public information, Morgan Stanley
makes every effort to use reliable, comprehensive information, but we make no representation that ~t =s accurate or complete. We have no obligation to tell you when
opinions or mformat~on m this report change apart from when we intend to discontinue research coverage of a subject company. Facts and views presented in this report
have not been reviewed by, and may not reflect information known to, professionals m other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley research personnel conduct s~te visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses for
such visits.
The value of and ~ncome from your investments may vary because of changes in interest rates or foreign exchange rates, securities pdces or market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in your securities transactions. Past performance
is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Unless othe~ise stated, the cover
page prowdes the closing price on the primary exchange for the subject company’s securities.


To our readers m Taiwan: Information on securities that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your reference
only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. This publication may not be distributed to the
public media or quoted or used by the public media w~thout the express written consent of Morgan Stanley. Information on securities that do not trade in Taiwan is for
informational purposes only and ~s not to be construed as a recommendation or a solicitation to trade ~n such securities. MSTL may not execute transactions for clients in
these securities.
To our readers ~n Hong Kong: Information ~s d~stnbuted in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Dean wirier Asia Limited as part of its
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kind relating to the accuracy, completeness, or timeliness of the data they prowde and shall not have habihty for any damages of any kind relating to such data. The Global
Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P.
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Company (Ticker) Rating (as of) Price (05/10/2007)


Hunter DuBose
Dolby Laboratories, Inc. (DLB.N) E-V (03/29/2005) $35.32
Benjamin Swinburne, CFA
Cablevision Systems (CVC.N) ++ $35.27
Charter Communications (CHTR.O) E-V (02/26/2007) $3.57
Comcast Corporation (CMCSA.O) E (01/22/2007) $26
DirecTV Group, Inc. (DTV.N) E (09/14/2006) $23.01
EchoStar Communications O-V (01/31/2007) $48.32
(DISH.O)
Garmln, Ltd (GRMN.O) U-V (01/26/2006) $55.56
Leberty Global, Inc. (LBTYA.O) E (12/02/2005) $37.09
Shaw Communications Inc. U-V (01/30/2003) C$42.11
(SJRb.TO)
Sinus Satellite Radio (SIRI.O) ++ $2.84
Time Warner Cable Inc (TWC.N) E-V (02/21/2007) $36.85
Virgin Media Inc (VMED.O) O-V (09/28/2006) $22.83
XM Satellite Holdings (XMSR.O) ++ $10.99


Stock Ratungs are subject to change Please see latest reseamh for each company.
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Bear, Stearns & Co. Inc. - U.S. Equity Research


Rating Information
Sector Rating Market Weight
Target Price YE ’08 $4
Long-Term Growth 22.8%


Trading Data
52-Wk Range $3.21 - $5.57
Market Cap. $4,835 MM
Shares Out. 1,434.6 MM
Dividend Yield 0.0%
Avg Daily Vol. 41,490,000
Float NA
Source: FactSet


Fundamental Data
EV/EBITDA (5.8)x
Enterprise Value $5,903.2 MM
LT Debt to Total Cap. 157.3%
Book Value $(0.30)
Source: FactSet


Sirius Satellite Radio
(SIRI-$2.88-Outperform)


The Dog Has Bite and Where’s the Bark? Upgrading to
Outperform


INVESTMENT SUMMARY. We are upgrading our rating on Sirius to Outperform with a $4
2008 target. We believe that the merger overhang has overly weighed on the stock, creating
attractive risk / reward levels. Further, we think that conservative fundamentals alone support
our upgrade; and while we believe the merger closing probability is higher than market
sentiment, we think investors can still enter assuming the merger fails. Hence we think Sirius’
dog will give its shareholders’ investment a strong bite over the next several quarters.


BASED ON CONSERVATIVE MODEL. In our note, we layout out multiple points on how
our model is built conservatively around: subscriber estimates, chum & conversion rates,
AR.PU & SAC, and overall revenue & cost estimates. Further our base case assumes: the
merger will fail, the company will need to raise money, lower estimates than consensus, and
much lower FCF than the previous company guidance.


Price Performance Chart
m Sirius Satellite Radio Inc.


VALUATION. Our $4 2008 target is predicated on a DCF that assumes no merger and
therefore $0 in merger synergies. Further, our target is supported by a fully taxed FCF
multiple, presenting ~25% annualized potential returns. Hence, we think an approved mer._m..~g~
is therefore a free call option for investors.


Source: FactSet


Securities in this report priced as of:


June 01,200716:00 ET


Equity Research Analyst(s)


Robert S, Peck, CFA
212-272-6865
rpeck@bear.com
Kunal Madhukar, CFA
212.272.6130
krnadhukar@bear.com
Victor B. Anthony
212-272-9885
victor.anthony@bear.corn
Lilian Y, Zhou
212 2721509
Izhou@bear.com


FILLING LIQUIDITY GAP NOT XM DEPENDANT. Our model indicates that Sirius
will need to raise -$200m in the next 9 months and ~$300m more to refinance the convertible
due in 1Q ’09. However, we believe this is not an issue because: the markets are already aware
of this and would be very receptive to a funding, the funding can be in stages, and Sirius will
not need any XM approvals to do so.


Sector View: Market Weight                                                       ]


GAAP Estimates Post Option Expense 1"(All values are in USD)
Q1 Mar      Q2 Jun      Q3 Sep      Q4 Dec       Year     PIE


2006 (0.33) (0.17) (0.12) (0.17) (0.79) NM
2007 (0.10) (0.10) (0.09) (0.13) (0.41) NM


Previous (0.10) (0.09) (0.08) (0.12) (0.39)
2008 (0.11) (0.08) (0.06) (0.09) (0.34) NM


Previous (0.30) NM


~" All numbers are after stock-based compensation expense, normalized consistent w~th BSC option expense pohc~,,


O:r Steams does and seeks to do business with companies covered in its research reports. As a result investors should be aware that the firm
y have a conflict of interest that could affect the objectivity of this report. Customers of Bear Steams in the United States can receive
ependent, third-party research on the company or companies covered in this report, at no cost to them, where such research is available.


Customers can access this independent research at www.bearsteams.com/independent research or can call (800) 517-2327 to request a copy of
this research. Investors should consider this report as only a single factor in making their investment decision.
PLEASE REFER TO PAGE 27 OF THIS REPORT FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION
BEAR, STEARNS & CO. INC. 383 MADISON AVENUE NEW YORK, NY 10179 (212) 272-2000 WWW.BEARSTEARNS.COM







EXECUTIVE SUMMARY
When we downgraded Sirius on December 5, 2006 (please see note "Reducing to Underperform from Outperform," we were


~nnCerned about the difficult retail markets, tough YoY comps, and consensus estimates that seemed difficult to reach. Since
n, we think the market has reduced its expectations significantly, has let the merger become an overhang obscuring
damentals, and has become blas6 on satellite radio. As such, today, we are upgrading Sirius to Outperform from Peer Perform


and a $4 target price at 2008 year-end; our valuation implies > 25% potential annualized returns. Therefore, we think investors
with stronger risk appetites can take advantage of the indifferent sentiment, basing their investment thesis on a conservative model
that supports significant upside potential. While we believe near term that XM and Sirius likely will trade in tandem driven more
by merger expectations, we think current valuation levels offer an attractive entry point with a favorable risk/reward profile.
Regardless of which way the regulatory decision regarding the merger goes, we think the stock likely will trade higher once the
decision is digested by the investment community. Hence we think Sirius’ dog will give its shareholders’ investment a strong
bite over the next several quarters.


MERGER QUICK NOTE - THE DOG THAT DIDN’T BARK...
Sir Arthur Conan Doyle wrote over 50 Sherlock Holmes short stories. One of our favorites was the one titled Silver Blaze, in
which a race horse disappears during the night and a man is found murdered. One of the major clues in this story was that the
watch dog didn’t bark and cause a scene - hence, the dog must have known the perpetrator. While today’s call is not a call on the
likelihood of the merger passing, we continue to believe that the merger still has the potential to pass for several reasons:


1) The Washington dogs aren’t barking. When Echostar tried to merge with Hughes (DirecTV) back in 2002, the
wave of negative sentiment in DC around the DBS merger was palpable. This simply isn’t the case from speaking
with our contacts. Besides the NABs overt funding of "independent reports", the negative outcry has been tame by
comparison. We liken this to the Sherlock Holmes anecdote above, as we think the public would see much more
negative press by interested parties if the level of negativi _ty were the same as the DBS merger proposal.


2)


3)


The DOJ and Congress are very astute. We think that Wall Street doesn’t give enough credit to the DOJ and
Congress, as our contacts indicate that they are keenly aware of the NAB’s maneuverings. Further, we believe that
the NAB "doth protest too much", and may be hurting its own agenda on satellite radio further.


The FCC has shown poise. Kevin Martin and the FCC have yet to ask for public comment on the proposed merger,
which would start the self imposed 180 day clock. We think that if the FCC were out to kill the deal from the start
that they would have already started the clock. We believe the tie up is the statement in the original license that
stipulated one entity could not own both licenses. We think the FCC has 3 choices on how to handle this:


II.


III.


Waive the Requirement. While simple, this could open the FCC up to a lawsuit. The FCC may want to
demonstrate the level of thought it would put into any decision.


Review the Requirement - Expedited Process. We think the FCC could open for public commentary the
requirement and rule on it along with the merger.


Review the Requirement - Long Process. This is similar to option II, but could be much longer (2-3
years). We think this would be a difficult choice for the FCC to make at this juncture, as it would effectively
kill the deal before any DOJ ruling (we would expect Sirius and XM to walk away and potentially sue if this
were the decision).


Of the three choices above, we think the FCC is most likely to go with option II. While we can’t ultimately predict how the FCC
will decide, we think that should the DOJ first approve the deal, that the most likely FCC outcome would be ratifying the deal
with several restrictions. We underscore that this note is not focused on the merger outcome probabilities and is a fundamental
call on the stock. However, do believe that the Street has become overly pessimistic on the merger chances in our opinion.


INVESTMENT THESIS - 4 MAJOR POINTS
Our Projections Remain Conservative. Notwithstanding the increasing competition, we believe that both companies’
business models remain viable and that the increasing distribution via OEM agreements will more than compensate for
the more challenging outlook at retail. In any case, we are projecting -25% YoY decline in gross additions from
aftermarket in 2007, followed by 20% YoY decline in 2008, and 10% declines thereafter over our forecast period, and
about 55% market share for Sirius at retail (in line with our estimated retail market share in 1Q07), and in line with the
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-55% estimated in 2006.


II.


III.


IV.


Liquidity Concerns Are Overblown. We do not think the company is headed into liquidity challenges - Sirius bonds are
trading at around par, and bond investors are more likely to price credit risk sooner than investors focused on equity, in
our view. While we do see the need for the company to access the capital markets in 2008, we believe a refinancing of
about $500 million likely may be sufficient to repay the convertible debt that is due in early 2009, plus provide for
significant cushion for ongoing operations. Given where the existing bonds are trading, Sirius’ leverage compared to XM
(Sirius is at $690 million net debt or 13% of enterprise value compared to $1.1 billion net debt and 23% of enterprise
value for XM), the emerging free cash flow profile (positive for full year 2009 and thereafter), visibility into subscriber
growth via OEM distribution channel, and the potential for significant debt recovery in the event of a default, depending
on the capital markets environment, we do not think refinancing the debt likely will be an insurmountable challenge.
While we believe that the merger agreement requires Sirius to obtain XM’s permission before raising significant
additional financing above certain levels, we do not believe those levels will be crossed by Sirius. Hence, we do not see
the pending merger affecting Sirius’ ability to raise funds.


Fundamental Model Suggests $4 YE 2008 Valuation Appropriate. Our year-end 2008 target price of $4 is based on
weighted average cost of capital of 11% that is based on an equity beta of 1.76 and a growth rate in perpetuity of 4%
(note, all our DCF assumptions for Sirius are equal to those for XM, as we think the risk to our projections for both the
companies is about similar), which offers potential annualized returns of around 25% from current levels. Our DCF model
is validated using a multiple-based valuation using our estimate for 2013 FCF, which yields fair value of about $4.50; on a
conservative basis, we are using the lower valuation as the target price for 2008 year-end.


Spreads Reflect Negative Investor Expectations Regarding Merger Approval. When Sirius and XM announced the
agreement to merge on February 19th, Sirius was trading at $3.70 and XM was at $13.98. Since then, XM shares have
declined 19% whereas Sirius’ shares have decreased 22%, and the spread, which was 22% on the day they announced the
deal, was down to 12% recently, suggesting that the market may be placing a higher likelihood of the deal getting
approved. However, during the past two days, the spread has increased to the 17% vicinity; on June 1, 2007, the FCC
Chairman stated that the merger faces a "high hurdle."
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Exhibit 1, Deal Spread in Perspective
XM Satellite Radio Sirius Satellite Radio


Fully Diluted Shares 335.1 1,597.6


~rrentShare Price $11.28 $2.88
uity Market% CapitalizatiOnof Total


$3,779.945.1% $4,60154.9%.0


Add: Debt & Preferred 1,445.7 1,031.7
Less: Cash & Equivalents (319.4) (342.0)
Enterprise Value $4,906.1 $5,290.7


% of Total 48.1% 51.9%


24.0%


1~19/07: 21.7%
22.o~ye_al Ann°unced I


20.0%


18.0%


16.0%


14.0%


12.0%


10.0%
2/28/07: 16.9%
House Judiciary Subcommittee
"Anti-Trust Task Force"
Hearing on Digital Media
on the Satellite Radio Merger


3/7/07: 11,9% 5/31/07: 16,4%
House Internet Subcommittee Hearing 4/26/07: 15.8% M&A Researcher I
on "The Digital Future of the U.S." points out -- "This IXM Reports 1Q0~’ Results 6/1/07" 17 4%\ constitutes the .^^ ~..’~ I .... ~- L;L; L;nalrman


3/20/07: 12.5% \ 5/1/07" 15 6% ongest app]lcauon- Save Sirius-XM
1. Senate Judiciary Subcimmittee \ SIRI R’eno’rts to-clock delay in De~l Faces "Hinh


Hearing on the Satellite Radio Merger I~ \ 1Q07 R~sults FCC history," ~ Hurdle" =2. FCC Application for Transfer of Licenses Filed d:~\ \~ / ~ ~ ~ ....... /


.., 3/13107:13.4% Call on Arguments FOR and
HSR Notification with DOJ Filed AGAINST the Merger


Source: FactSet Inc.; Company Documents; Bear. Steams & Co. Inc.


Plus Call Option on Merger Synergies. Note, our projections do not include the NPV of synergies that may arise from the
merger; if the deal does get approved (which we think is more likely), investors, at current levels, would in effect be buying a call
option on the upside from the synergies.


INVESTMENT POINT 1 - OUR SUBSCRIBER MODEL IS CONSERVATIVE
1.1 - Projecting 13. 7 Million Total Subscribers in 2013, a 45% Market Share of the Industry. In our model, we are projecting
total subscribers of 11.7 million by year-end 2010 and 13.7 million by year-end 2013, representing -45% of the total satellite
radio industry subscribers at 2013 year-end, down from ~49% in 2009. While Sirius’ share of total subscribers is expected to
increase until 2009 as its OEM partners ramp up, we believe XM has the potential to accelerate subscriber growth after Nissan and
Toyota begin to deploy XM on a factory-installed basis on a majori _ty of their vehicles.
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Exhibit 2. Sirius Satellite Radio - Total Subscriber Projections (’000s)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Beginning Subscribers 1,143 3,317 6,025 8,001 9,358 10,698 11,668 12,457 13,105
,~l:)ss Additions 2,519 3,758 3,963 4,009 4,435 4,588 4,734 4,884 5,059
~llrconnects


"" Promotion Chum (62) (381) (913) (1,363) (1,599) (1,935) (2,099) (2,252) (2,401)
OEM Self-Pay (36) (30) (130) (242) (377) (531) (689) (848) (1,007)
After-Market Churn (248~ (639) ~ [1.289) ~ ~ ~ ~ ~


Total Disconnects (346) (1,050) (1,986) (2,652) (3,095) (3,619) (3,944) (4,236) (4,505)
Net Additions 2,173 2,708 1,977 1,357 1,340 969 789 648 555
Ending Subscribers 3,317 6,025 8,001 9,358 10,698 11,668 12,457 13,105 13,659
Average Subscribers 1,917 4,636 7,008 8,677 10,028 11,183 12,062 12,781 13,382
Implied Monthly Chum 1.5% 1.9% 2.4% 2.5% 2.6% 2.7% 2.7% 2.8% 2.8%


18,000


16,000


14,000


~" 12,000


~’= 10,000


~ 8,000


.=, 6,ooo
4,000


2,000


2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Im’~ XM ~ Sirius ~ S=nus Market Share I


60,0%


50 0%


40.0%


30,0%


20.0%


10.0%


Source: Company Documents; Bear, Steams & Co. Inc.


After-Market Projected to be About 30% of Total Subscribers by 2010. In our model, we are conservatively projecting
YoY decline in gross additions from aftermarket in 2007, followed by 20% YoY decline in 2008, and 10% declines


thereafter over our forecast period, and about 55% market share for Sirius at retail (in line with our estimated retail market share in
1Q07), and in line with the -55% reported in 2006. Note that at the 1Q07 conference call, Sirius stated that they expect gross
additions in this category to remain at around the 4 million level for the industry as it has been during the past two years. The Yo¥
projected decline is based on the assumption that as satellite radio becomes increasingly available on an OEM basis, consumers
would be less inclined to go to retail stores to purchase plug-°n-play radios, except to the extent that they purchased vehicles that
only had Sirius available on a factory/dealer installed basis (say, Ford) and they wanted XM; or vice versa. In this environment,
we think retail sales would primarily be limited to boom boxes, wearables, and peripherals like the XM Passport that could be
"plugged" into a variety of devices. In addition, this category also includes subscribers who are opting to add additional receivers
to the basic subscription; currently, we understand existing subscribers can get certain additional receivers for free when they add
the radios to the family plans. By 2013, we are estimating 4.4 million after-market subscribers, which is proiected to decline from
the peak of 5.2 million in 2009, and represent about 30% of the total subscriber base in 2013.
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Exhibit 3. Sirius Satellite Radio - After-Market Subscriber Projections (’000s)
2005A 2006A 2007E 2008E 2009E 2010E


Beginning Subscribers
Gross Additions


~ Additions
dlng Subscribers


Average Subscribers
Monthly Churn


2,500


2,000


~ 1,000


911 2,465 4,042 4,780
1,803 2,216 1,681 1,345


1,554 1,576 738 297
2,466 4,042 4,780 5,077
1,688 3,254 4,411 4,929
1.2% 1.6% 1.8% 1.8%


2011E 2012E 2013E
5,077 5,168 5,104 4,929 4,675
1,210 1,089 960 882 794


91 (64) (176) (253) (303)
"5~8 .... ~,4 o4- ....4,~.~ .... ,4~. ....¢,~rz" "’
5,123 5,136 5,017 4,802 4,524
1.8% 1.9% 1.9% 2.0% 2.0%


2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


L/~ XM ~ Sinus ~ S~nus Market Share I


60.0%


¯ 50.0%


40,0%


30 0%


- 20.0%


- 10.0%


We are projecting gross adds
declining from the channel at
-25% YoY in 2007, followed by
20% decline in 2008 and 10%
decline per year thereafter. This
results in net adds from
aftermarket going negative by
2010.


Source: Company Documents; Bear, Steams & Co. Inc.


1.3 - OEM Deployment Rates In Line with GM, Lower than Japanese OEMs. This group includes Sirius’s OEM partners,
primarily Ford and DaimlerChrysler, and to a smaller extent, BMW, Audi/VW, Mitsubishi, Mazda, and Kia. Sirius disclosed, at
the 1Q07 conference call, that install rates were -10% in 2005, 23% in 2006, and are expected to be about 34% in 2007. Mercedes


flanning to increase the deployment rates to 80% this year, 90% in 2008, and more than 90% in 2009; Chrysler group is
~ected to deploy Sirius in about 40% of the vehicles in 2007. Lincoln and Audi are aggressively planning to deploy Sirius as


equipment in a number of models. In addition, Mercury is launching a two-month promotion that includes 3-years’ of
prepaid subscriptions. We understand that the company, like XM, is exploring the possibility of including the service fee as part of
the lease payments for the vehicles, which will further improve take rates. By 2013, we are projecting around 80% deployment
rates, which is in line with the deployment levels we are projecting for XM on the GM platform, and significantly lower than our
projections for XM’s install rates with the Japanese and Korean manufacturers.
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Exhibit 4. Sirius Satellite Radio - OEM Subscriber Projections by Manufacturer (’000s)
2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Vehicles Sold 2,378 2,366 2,355 2,355 2,355 2,355 2,355 2,355


~o iof~dels with Sirius Availability               63.5%
75.0% 87.5% 95.0% 95.0% 95.0% 95.09 95.0%


s Available" Vehicles Sold 1,511 1,775 2,060 2,237 2,237 2,237 2,237 2,237
Vehicles lnstalled with Siriua Radio 50.0% 65.0% 66.7% 70.1% 73.4% 76.7% 80.19 85.0%


Gross Subscriber Additions 755 1,018 1,375 1,568 1,642 1,717 1,791 1,901
% of Vehicles Sold with Satellite Radio 32% 43% 58% 67% 70% 73% 76% 819
Promotional Subscribers Converted 256 . _ _6_01 ..... .832 ..... -.5.50 .....~2.7- ......657_ ..... .68_7_ .... 717
Promotion Conversion Rate , - - ~,0~ - -" 40% 40% 40% 40% 40% 40% "" ~[~ -


Beginning Subscribers "~0~ .....1", 6’7’3 .....~-,,r~8~ .....2., 2,8~ .....
Gross Subscriber Additions 755 1,018 1,375 1,568 1,642      1,717      1,791      1,901
Self Pay Chum (22) (68) (102) (167) (234) (304) (372) (437)
Promotional Disconnects ~263~ t436~ ~574~ t825~ ~941)
Net Additions 470 516 699 576 467       427       389       390
Ending Subscribers 1,073 1,589 2,288 2,864 3,331 3,758 4,148 4,537
Average Base 148 .... .406- .......794- .... -’t ,-’165- ....t-,49-2 .....=1.,866 ..... 2,.!.9,9. _ _ 2
Monthly Self-Pay Chum - -"" -1.’3";/o" - 1.3% 1.2% 1.3% 1.3% 1A% """


Vehicles Sold
% Models with Sirius Availability
"Sirius Available" Vehicles Sold
% of Vehicles Installed with Sirius Radio
Gross Subscriber Additions
% of Vehicles Sold with Satellite Radio
Promotional Subscribers Converted
Promotion Conversion Rate


2,850 2,822 2,822 2,522 2,822 2,822 2,822 2,822
27.1% 75.0% 87.5% 95.0% 95.0% 95.0% 95.0% 95.0%


774 2,116 2,469 2,680 2,680 2,680 2,680 2,680
33.0% 36.0% 43.4% 51.7% 60.0% 68.4% 76.7% 85.0%


229 712 1,072 1,387 1,609 1,832 2,055 2,278
8% 25% 38% 49% 57% 65% 73% 819
(17) 311 607 429 555 644 733 822


40% 40% 40% 40% 40% 40% 40% 40%


’06A.’13E CAGR


(0.1)%


5.89


14.19


OEM Conversion
Rates Assumed to
Remain at 40%
Levels.


(2.6)%
22.9%


OEM Self-Pay
Churn Projected to
Increase Over the
Forecast Pedod.


19.49


38.8%


Beginning Subscribers 26 209 679 1,215 1,833 2,404 2,981 3,558
Gross Subscriber Additions 229 712 1,072 1,387 1,609 1,832 2,055 2,278 38.8%
Self Pay Chum (4) (25) (65) (125) (206) (290) (379) (473)
Promotional Disconnects ~ (217) f471~ (643~ (832~ (966~ ~ f1.233)
Net Additions 183 470 535 618 571 577 577 572 17.79
Ending Subscribers 209 679 1,215 1,833 2,404 2,981 3,558 4,130 53.2%
Average Base 24 152 447 830 1,314 1,776 2,242 2,705 95,9%


Chum 1.39 1,39 1.29 1.39 1.39 1.49 1,49 1,59


1,870 1,220 543 589 458 329 221 110 (33.3)%
% Models with Sirius Availability               25.0% 42.3% 50.0% 57.5% 67.5% 77.5% 87.5% 97.5%
"Sirius Available" Vehicles Sold 468 516 272 339 309 255 193 107 (19.0)%
% of Vehicles Installed with Sirius Radio 190.19 165.0% 80.0% 80.0% 80.0% 80.0% 80.0% 80.0%
Gross Subscriber Additions 558 552 217 271 247 204 155 86 (23.5)%
% of Vehicles Sold with Satellite Radio 30% 45% 40% 46% 54% 62% 70% 78%
Promotional Subscribers Converted 99 332 159 87 108 99 82 62
Promotion Conversion Rate 37% 41% 40% 40% 40% 40% 40% 40%


Beginning Subscribers 222 701 953 778 834 828 789 724
Gross Subscriber Additions 558 552 217 271 247 204 155 86 (23.5)%
Self Pay Chum (4) (40) (75) (85) (90) (95) (98) (97)
Promotional Disconnects 7JZ.~ ~ ~ ~ ~ (148) ~122) ~
Net Additions 479 252 (175) 56 (5) (39) (66) (104)
Ending Subscribers 701 953 778 834 828 789 724 620 (1.7)%
Average Base 27 249 465 562 572 583 577 552 53.5%
Monthly Self-Pay Chum 1.39 1.3% 1.39 1.39 1.3% 1.49 1.4% 1.5%


Source: Company Documents; Bear, Steams & Co. Inc.


1.4 - Market Share of OEM Subscribers Projected at ~40% by 2013. On the OEM front, we are projecting 9.3 million
subscribers by year-end 2013. In aggregate, we are projecting DaimlerChrysler with 4.5 million subscribers at YE 2013 and Ford
with 4.1 million subscribers, and the other manufacturers with ~600k subscribers. We are projecting Sirius’ OEM gross additions
to account for an increasing fraction of the total OEM gross additions to the industry; in 2005, we estimate Sirius’ market share
was about 27% that increased to about 43% in 2006; by 2008, we think it could improve to ~48% of the total before Hyundai,
Nissan, and Toyota turn the market share in XM’s favor. By 2013, we estimate Sirius’ gross additions from the OEM channel
likely will account for only about 41% of the total.
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Exhibit 5. Sirius Satellite Radio - OEM Subscriber Projections (’000s)
2005A 2008A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Beginning Subscribers 232 851 1,983 3,221 4,281 5,530 6,563 7,528 8,429
Gross Additions 717 1,542 2,282 2,664 3,225 3,499 3,753 4,001 4,265


~etf Pay Churn (36) (30) (130) (242) (377) (531) (689) (848) (1,007)
motional Disconnects (62~ (381~ (913~ ~ ~ ~ ~2.099~ ~ ~
Additions 619 1,132 1,239 1,059 1,249 1,033 965 901 858


Ending Subscribers 851 1,983 3,221 4,281 5,530 6,563 7,528 8,429 9,287
Average Total Base 542 1,417 2,602 3,751 2,497 3,378 4,225 5,018 5,753
All-in Chum 1.5% 2.4% 3,3% 3.6% 6.6% 6.1% 5.5% 5.1% 4.9%


7,000


6,000


5,000


4,000


3,000


2,000


1,000


We are projecting Sirius’ OEM
gross additions to account for an


2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


I~XM ~Si~ius ~S~nus Market ShareI


~.0%


~.0%


~.0%


=.0%


increasing fraction of the total
OEM gross additions to the
industry; in 2005, we estimate
Sidus’ market sharo was about
27% that increased to about 43%
in 2006; by 2008, we think it could
improve to -48% of the total
before Hyundai, Nissan, and
Toyota turn the market share in
XM’s favor.


Source: Company Documents; Bear, Steams & Co. Inc.


1.5 - After-Market Churn Expected to Trend Upwards. At the 4Q06 conference call, the company disclosed that its self-pay
chum was 1.6% for the year, which was in line with the metric in 2005. XM’s self-pay chum, on the other hand, inched up to the
1.8% levels in 2006 from 1.4% in 2005; in 1Q07, XM’s self-pay chum was 1.78% compared to 1.64% in 1Q06. We understand


self-pay churn is generally significantly lower for the OEM subscribers compared to the after-market subscribers, and for
almost 90% of the existing subscribers, whose contracts are up for renewal, generally renew.


Exhibit 6. Sirius Satellite Radio - After-Market Churn (%)
20Q5A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


After-Market Churn 1.2% 1.6% 1.8% 1.8% 1 8% 1.9% 1.9% 2.0% 2.0%
OEM Self-Pay Chum 0.9% 1.3% 1.3% 1.3% 1.3% 1.3% 1.4% 1.4% 1.5%
All-in Chum 1.5% 1.9% 2.4% 2.5% 2.6% 2.7% 2.7% 2.8% 2.8%


2.5%


2,0%


~" 1.5%


1.0%


0,5%


2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E


[~ After-Market Chum ~ OEM Chum ~ All-in Chum ISelf-Pay


- 30%


2.5%


2.0%


- 05%


2013E


Source: Company Documents; Bear, Steams & Co. Inc.


- OEM Conversion Rates Assumed to Remain at -40%, In Line With 1Q07 Estimate. At the 4Q06 conference call, the
,mpany disclosed that its self-pay chum was 1.6% for the year, which was in line with the metric in 2005. Overall chum for the


year was 1.9%, which suggests an OEM conversion rate of about 40%. Note that this conversion rate that we calculated based on
reported metrics cannot be compared to the -50% conversion rates disclosed by XM, as their conversion rates cannot be
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calculated from the publicly disclosed metrics. In addition, while XM’s OEMs include three-free months of subscription in the
price of the car, Sirius’ OEMs list the Sirius subscription price as a separate line item in the new vehicle’s price sticker. Although
it can be argued that the new vehicle buyer may negotiate a deal with the dealer wherein the Sirius subscription price is "lost" in


~r~ total price of the vehicle, the buyer is making a conscious decision to pay for the service. As such, it is difficult to draw the
e and say where the buyer becomes a self-paying subscriber. Needless, we have assumed that the new vehicle buyer is a
motional subscriber (as XM defines the term) until he or she gives their credit card information to Sirius for regular billing.


Exhibit 7. Sirius Satellite Radio - OEM Historical Conversion Rates (%)
1Q05A 2Q05A 3Q05A 4Q05A


OEM Gross Adds
DCX 92 114 133
F ...... 6
Others 26 23 36


OEM Promotional Conversion Rate
OEM Gross Adds for the Period


DCX
F
Others


1Q06A 2Q06A         3Q06A 4Q06A 1Q07A


181 ~    184 189 173 209
19 ~ 60,~ 54 71


86~ 69 ~~3 203
229
178
166


Total 114 124 156 215
OEM Promotional Disconnects (69) (84) (105~ (122)
Net OEM Promotional Conversions 44 40 51 93


IOEM Promotional Conversion Rate 39.0% 32.6% 32,6% 43.3%


Total Subscriber Base
Beginning Subscribers 1,143 1,449 1,815 2,174 3,317 4,078 4,678 5,119
Gross Additions 354 433 465 1,267 961 831 732 1,235
Disconnects


OEM Promotional Disconnects (7) (11) (21) (22) (69) (84) (105) (122)
OEM Self-Pay Chum (4) (5) (6) (21) (3) (3) (9) (14)
After-Market Disconnects (38) (51) (79) (80) (127) (143) (177) (193)


Total Disconnects (49) (67) (106) (124) (199) (230) (291) (329)
Net Additions 305 366 359 1,143 761 600 441 905
Ending Subscribers 1,449 1,815 2,174 3,317 4,078 4,678 5,119 6,025
Average Subscribers 1,296 1,632 1,994 2,745 3,697 4,378 4,899 5,572
Implied Monthly Chum 1.3% 1.4% 1.8% 1.5% 1.8% 1.8% 2.0% 2.0%


181
60
8--6


326


135
41’6°/° I
6,025


988


(191)
(19)


(432)
556


6,581
6,303
2,3%


Subscriber Base
ginning Subs 929 1,133 1,393 1,629 2,600 3,187 3,532 3,839 4,587


246 316 321 1,073 717 492 492 956 532
Disconnects (42) (55) (85) (102) (130) (146) (186) (207) (241~
Net Adds 204 260 236 971 587 345 306 749 291
Ending Subs 1,133 1,393 1,629 2,600 3,187 3,532 3,839 4,587 4,878


Ave Self-Paying Base 1,031 1,263 1,511 2,115 2,893 3,359 3,685 4,213 4,733
OEM Promotional Subscribers (316) (422) (545) (717) 891 1,146 1,281 1,437 1,703
Self-Paying Churn Rate 1.4% 1.5% 1.9% 1.6% 1.5% 1.5% 1.7% 1.6% 1.7%


Source: Company Documents; Bear, Steams & Co. Inc.


In our model, we have projected subscribers on a conservative basis, assuming conversion rates remain at about current levels
over our forecast period. We believe that there are strategies that Sirius can adopt that may improve conversion rates over time,
including (i) limit the deployment levels in models that do not show a high propensity to subscriber, (ii) improving dealership-
level communications, (iii) offering a tiered pricing structure which reduces the price of basic subscription to below $10, and (iv)
improving the customer care efforts targeting the OEM customers, including "Welcome Packs," and "Save" teams. Note that we
have reduced our conversion rate estimate for XM over the same period to 40% for most OEM distributors, except Hyundai,
which is assumed to be at a significantly lower level than the other OEM players. However, XM’s disclosed metric likely would
improve over time as the newer OEMs begin to ramp us production (Hyundai, Nissan, and Toyota) where the company will only
include people who become self-paying subscribers in the gross additions count.
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Exhibit 8. Sirius Satellite Radio - OEM Conversion Rate (%)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E


XM                54.3% 53,3% 51.1% 49.0% 47,1% 45.2% 43,3% 41.4%
Sirius 42.3% 36,9% 40.4% 40.0% 40.0% 40.0% 40.0% 40.0%


O Differential (bp) 1,199 1,642 1,076 900 711 521 332 143
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10.0%


Note: Our Calculation of Sirius’ OEM Conversion Rates are Based on
Publicly Disclosed Information and Are NOT COMPARABLE to XM’a Disclosed
Conversion Rates Which Cannot be Calculated from the Publicly Released Information.
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Source: Company Documents; Bear, Steams & Co. Inc.


1. 7 - All-In Churn Assumed to Increase to XM’s Level by 2009. Sirius’ all-in chum has historically been lower than XM’s
estimated metric given Sirius’ disconnects from the OEM channel were limited as its OEM partners were still ramping up. In
1Q07, Sirius’ all-in chum was 2.3% and the guidance for the year is 2.2%-2.4%. We expect this chum rate increases to XM’s
level by 2009, and stays about level with XM thereafter. While Sirius’ after-market chum is projected to be marginally lower than
XM’s and we are assuming that its OEM self-pay chum remains level with XM’s in the future, all-in chum converges because of
XM’s accounting treatment for the subscribers from the newer OEMs which will be included in its numbers only after they
become self-paying subscribers (i.e. at 100% conversion rate).


Sirius Satellite Radio - All-In Churn (%)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


XM               2.7% 2.6% 2.5% 2.7% 2.7% 2.7% 2.8% 2,8% 2.8%
Sirius 1,5% 1,9% 2.4% 2.5% 2,6% 2.7% 2,7% 2.8% 2,8%
Differential (bp) 120 75 17 11 9 2 3 2 2


3.0%
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~" 2.0%
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~1.0%


0.5%


¯ 140
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Source: Company Documents; Bear, Steams & Co. Inc.


1.8 - ARPU Excluding Advertising Expected to Remain Significantly Below XM’s. Sirius’ ARPU excluding advertising sales
has historically been lower than XM’s although the gap narrowed significantly in 2006, and is projected to remain at about the


level in 2007. The difference has primarily been because of the accounting treatment for certain mail-in-rebates, although
has a higher proportion of its subscribers on the family plans that have lower ARPU. We are projecting that the differential


increases over the next two years before leveling off. Note, for both companies we are assuming a $0.50 price increase in 2Q08,
and increasing thereafter at about 2% per year. While XM’s $3 price increase likely resulted in higher churn/retention costs and
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lower conversion rates, we think both companies likely may be able to pass off a $0.50 increase to consumers without any
significant disruption to the subscriber model.


10. Sirius Satellite Radio - ARPU Excluding Advertising ($)
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Source: Company Documents; Bear, Steams & Co. Inc.


1.9 - Total ARPU Expected to Improve Vis-gt-vis XM. Sirius’ Total ARPU including advertising sales has historically been
higher than XM’s although the gap narrowed significantly in 2006, and is projected to further diverge marginally in 2007. The
difference has primarily been because Sirius has made a focused effort to sell advertising around its talk content, primarily
Howard Stern. While the company reported YoY decline in advertising sales in 1Q07; on the conference call, Sirius stated that the
decline in ad sales was primarily due to Howard Stem, who is responsible for a significant amount of Sirius’ advertising revenue,
not working every Friday as he had done last year and he took a vacation in 1Q07. While the company is currently pacing slightly
over 20% higher than it was last year (which would imply ad sales of $37.2 million for the year), it expects the pace would pick up


in 2007. We are projecting that the differential reverses in Sirius’ favor by 2010 and that Sirius’ Total ARPU remains
;inally higher than XM’s over the balance of the forecast period.


Exhibit 11. Sirius Satellite Radio -Total ARPU ($)
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Source: Company Documents; Bear, Steams & Co. Inc.


1.10 - SAC Expected to Converge Only by 2013. Sirius’ SAC has historically been significantly higher than XM’s given that it
has generally been a generation or more behind in chipset deployment. While it is planning to launch new products at retail that
are based on the 4th generation chipset later in the year, its OEM partners are likely to continue using the 2nd and 3rd generation
chipsets that were available when they originally designed their vehicles. We expect SAC for both the companies will converge


er time and have. ro’ected retail SAC at_the__same level_s oin forward. Thus the onl difference would be the SAC for the
~e are~ will decline ~over our forecast.period.
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Exhibit 12. Sirius Satellite Radio - SAC ($)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


DaimlerChrysler and Ford
Per Gross Add


O Initial Subsidy $600 $227 $189 $141 $120 $102 $87 $74 $63
Final Subsidy --_- --- --- := --- --- --- --- ---
Total Subsidy $600 $227 $189 $141 $120 $102 $87 $74 $63


Total Subsidy ($ ’000s)
Initial Subsidy $246,292 $249,430 $283,511 $346,789 $355,075 $332,213 $308,220 $283,951 $282,257
Final Subsidy -_-- --- --- --- --- --- --- --- -_-
Total SAC $246,292 $249,430 $283,511 $346,789 $385,078 $332,213 $308,220 $283,951 $262,257


Other OEMs
Per Gross Add
Initial Subsidy $25 $25 $25 $25 $25 $25 $25 $25 $25
Final Subsidy _8 _8 8_ _8 -8 -8 -8 -8 _8
Total Subsidy $33 $33 $33 $33 $33 $33 $33 $33 $33


Total Subsidy ($ ’000s)
initial Subsidy $4,286 $13,938 $13,800 $5,435 $6,775 $6,177 $5,103 $3,863 $2,138
Final Subsidy 54’1 82__-8 2.763 1.324 72.._~5 90...~3 82"1 68_..~0 5t~5
Total SAC $4,827 $t4,764 $16,563 $6,758 $7,800 $7,080 $5,926 $4,544 $2,653


Retail
Per Gross Add
Hardware & Other $38 $54 $35 $27 $19 $13 $9 $6 $5
Commissions 20 20 20 20 20 20 20 20 20
Total Subsidy $58 $74 $55 $47 $39 $33 $29 $26 $25


Total Subsidy ($ ’000s)
Hardware & Other $62,028 $119,639 $60,898 $37,282 $22,772 $14,346 $9,038 $5,694 $3,587
Commissions 36.050 ~ ~ 26,895 24.205 21.785 19.606 17.646 15,881
Total SAC $98,078 $163,987 $94,517 $64,177 $46,977 $36,131 $28,644 $23,340 $19,468


Total SAC Expenses $349,197 $428,151 $394,591 $417,724 $409,552 $375,424 $342,791 $311,834 $284,378
SAC per Gross Add $139 $114 $100 $104 $92 $82 $72 $64 $56


The increase in SAC differential in 2009 is primarily
$160 due to our expectation that DaimlerChrysler and Ford $80


would account for a much larger fraction of the gross$140 adds relative to the lower-SAC aftermarket channel. $70


$120                                                                           $60


$1oo                                                                    $50


$80                                                                    $40


$6O                                                                    $30


$4O $20


$20 $10


2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E


Source: Company Documents; Bear, Steams & Co. Inc.


1.11 - CPGA Expected to Remain Significantly Above XM’s Levels. To calculate CPGA, we add the advertising and marketing
expense per gross addition to the SAC - in the future, we are projecting that the aggregate marketing dollars that each company
spends remains the same. CPGA, thus, merely follows the declining trend of Sirius’ SAC.
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Exhibit 13. Sirius Satellite Radio - CPGA ($)
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INVESTMENT POINT 2 - OUR FINANCIAL MODEL IS CONSERVATIVE
In addition to modest subscriber growth projections in our model, our assumptions on other key metrics are also conservative. We
have modeled subscription ARPU increases at a modest 2% CAGR over our forecast horizon, to $12.20 in 2013, which is
significantly below the $12.95 the company charges for the first subscription in the household, as we project multiple subscription
households to increase as % of total subscriptions in the future. Total ARPU, which includes advertising revenues, is also
projected to increase at less than 4% CAGR with advertising revenues estimated to grow faster than subscription revenues, albeit
from lower levels. Our all-in churn estimate consistently is projected to increase from current levels as the growth matures and the
subscriber base is reflective of the broader mass market. SAC is anticipated to decline over time, as the subsidies decline;
however, we are projecting the decline to level off at around the mid-S50 levels in 2013, which is consistent with our projections
for XM. CPGA is expected to decline to below $100 only by 2013.


- Revenue Gap with XM Expected to Decline Then Diverge Again. As Sirius’ subscriber growth is projected to remain
than XM’s over the next few years, the difference in their total revenue projections is expected to narrow until 2010.


Thereafter, XM’s higher subscriber growth leads to increasing differential despite our projection of higher advertising sales
revenues for Sirius over our forecast horizon. We are projecting total revenues to grow at 21% CAGR over the 2006-2013 period
to $2.4 billion; in 2010, we expect revenues of $1.8 billion, which is significantly lower than the previous "guidance" of $3
billion. We think Sirius has a number of levers that it can tweak to improve ARPU and/or subscriber growth, including (i) price
increases, which carry the potential for reduced subscriber growth depending on the quantum of the price hike, or (ii) tiered
service packages, which will certainly further reduce the cost of entry for new subscribers thereby improving sub growth, but
could also have a positive AP~U impact especially if more subscribers opt to take the premium packages, that may include
Howard Stern. However, until the potential merger is pending regulatory review, we do not expect the company to make any
substantial changes to its pricing structure. In addition, as Sirius rolls out the navigation, rear-seat video, as well as other
telematics services, we see further potential for revenue upside over the medium-to-longer term.
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Exhibit 14. Sirius Satellite Radio - Revenues ($ ’000s)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E ’06A-’I3E CAGR


Package Take Rates
11.4%     14.5%    23.5%    23.5%    24.0%    24.8%    25.4%    26.0%    26.5%


ram 40.7% 44.2% 43.0% 42.7% 43.1% 43.6% 44.1% 44.6% 45.1%


Monthly Package Prices
Basic Subscription       $12.95 $12.95 $12.95 $13.33 $13.66 $13.99 $14.33 $14.66 $14.99 2.1%
Family Package 6.99 6.99 6.99 6.99 7.20 7.42 7.64 7.87 8.10 2.1%
OEM Promotional Subs     11.87 11.87 11.87 12.21 12.52 12.83 13.13 13.44 13.74 2.1%
Multiyear Program 11.87 11.87 11.87 12.21 12.52 12.83 13.13 13.44 13.74 2.1%


Subscription Services Revenues
Basic Subscription      $114,903 $239,077 $292,310 $334,224 $425,410 $469,413 $495,601 $517,490 $534,876 12.2%
Family Package 12,955 40,383 91,145 120,509 163,708 195,335 219,686 245,840 269,926 31.2%
OEM Promotional Subs 62,235 156,507 251,088 371,920 320,468 358,623 411,727 445,913 479,105 --
Multiyear Program 83,483 216,221 324,475 383,517 511,543 594,410 657,020 720,643 779,619 20.1%
Other/Promotions (39.941~ (79,84~ ~ ~ ~ ~ ~ ~ ~ ---
Subscription Services $233,635 $572,346 $848,616 $1,099,768 $1,310,726 $1,507,378 $1,673,630 $1,819,482 $1,953,123 19.2%


Subscriber Revenues
Subscription Fees $233,635 $572,346
Activation Revs 6,790 15,612
Mail-in Rebates


Subscriber Revenue $223,615 $575,364
Advertising Revenue 6,131 31,044
Equipment Revenues 12,271 26,798
Other 22__.~8 4.029
Total Revenues $242,245 $637,235
% YoY Change 262.3% 163.1


Revenue Breakdown
Subscriber Revenues


Subscription Fees 96.4% 89.8%
Activation Revs 2.8% 2.4%
Mail-In Rebates ~6.9~% (2.0~%


~qubSCriber Revenue 92.3% 90,3%
ertising Revenue 2.5% 4.9%
ipment Revenues 5.1% 4.2%


Other 0.1% 0.6%
Total Revenues 100.0% 100.0%


$848,616 $1,099,768 $1,310,726 $1,507,378 $1,673,630 $1,819,482 $1,953,123 19.2%
23,589 29,358 21,062 12,813 12,106 13,821 12,439 (3.2)%


$861,653 $1,118,574 $1,323,874 $1,514,256 $1,681,285 $1,829,964 $1,963,058 19,2%
38,618 96,592 151,724 222,367 304,269 363,510 425,801 45.4%
34,151 32,829 35,467 35,824 36,092 36,359 36,783 4.6%
~ 2,884 6,178 6.487 6.811 7.152 7.510 9.3%


$940,025 $1,253,879 $1,517,243 $1,778,933 $2,028,457 $2,236,986 $2,433,151 _ 21.1%
47.5% 33.4% 21.0% 17.2% 14.0% 10.3% 8 8%--" "~’^’e


are projecting total revenues to
grow at 21% CAGR over the 2006-


I 2013 period to $2.4 billion’ in 2010
90.3% 87.7% 86.4% 84.7% 82.5% 81.3% 80.3% I we expect revenues of $118 billion,’
2.6% 2.3% 1.4% 0.7% 0.6% 0.6% 0.5% I which is significantly lower than the
~ (0.8P/0 ~0.5)%o (0.3~°/0 (0.2~% (0.1~% (0.1P/o previous "guidance" of $3 billion.


91.7% 89.2% 87,3% 85.1% 82.9% 81,8% 80.7%
4.1% 7.7% 10.0% 12.5% 15.0% 16.3% 17.5%
3.6% 2.6% 2.3% 2.0% 1.8% 1.6% 1.5%
0.6% 0.5% 0.4% 0.4°/o 0.3°/o 0.3% 0.3%
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Source: Company Documents; Bear, Steams & Co. Inc.


2.2 - Growth in Programming & Content Costs Expected to Increase to More than $300 Million. We are projecting
programming and content costs, excluding stock based compensation, to increase at 5% CAGR over the 2006-2013 period to $303
million; however, on a per average subscriber per month, the line item declines 10% CAGR over the same period at $1.89 in 2013


$3.87 in 2007. On the 1Q07 conference call, Sirius highlighted that its contribution margin, which is calculated as revenue
~s customer service & billing expenses, as well as revenue share & royalties and cost of equipment, continues to exceed 70% of
,enue. Fixed costs, excluding the non-cash items of depreciation and stock compensation, in the quarter were up 9% YoY


compared to a 61% growth in revenue. As a result, $0.60 of every $1 increase in revenue turned into an improvement in pre-SAC
EBITDA which came in at positive $19 million for the quarter. Including the SAC improvement of 8% YoY, the company
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disclosed that adjusted EBITDA improved by $0.68 for every $1 of incremental revenue. Compared to XM, we believe Sirius’
programming and content costs will continue to remain significantly higher; in 2006, Sirius’ costs more than 20% higher and we
expect the differential to increase to more than 35% by 2013. Note that our projections [’or all o_[’XM’s expenses include stock


which are excluded [rom our Sirius estimates~erential masher than what is disp_.Lqyed on
~enses.


Exhibit 15. Sirius Satellite Radio - Programming & Content Costs ($ ’000s)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E ’06A-’13E CAGR


Cost of Studios & Staff $61,723 $105,557 $118,524 $122,080 $124,521 $127,012 $129,552 $132,143 $134,786 3.6%
Cost of Ad Sales 2,191 3,579 5,042 9,343 14,126 18,807 23,255 27,341 31,982 36.7%
NFL Sunday Drive 22,896 26,090 22,829 22,829 22,829 22,829 25,682 25,682 25,682 (0.2)%
NASCAR ...... 18,275 18,275 18,275 18,275 18,275 20,559 20,559 ---
Howard Stem --- 80,000 80,000 80.000 80,000 80.000 90.000 90.000 90.000 ---
Total Costs $86,810 $215,226 $244,670 $252,527 $259,751 $266,922 $286,765 $295,725 $303,010 5.0%
% Of Revenues --- 33.8% 26.0% 20.1% 17.1% 15.0% 14.1% 13.2% 12.5% ...


ICostlSublMonth $3.77 $3.87 $2.91 $2.43 $2.16 $1.99 $1.98 $1.93 $1.89 (9.7)%I
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Company Documents; Bear, Steams & Co. Inc.


2.3 - Revenue Share & Royalties - Projecting 10% Music Royalties from 2007 Onwards Compared to ~5% Currently. There
are two broad components of the line item that Sirius has begun to break out in its income statement beginning with 1Q07 - music
royalties and revenue share to the OEM partners.


10% Music Royalties, with catch-up in 2008. Sirius was expensing about 5% of revenues in 2006 as music royalties
based on the agreements that expired at 2006 year-end. For 2007, the company has been accruing the expense at the same
rate even as the Copyright Royalty Board (CRB) is considering what the appropriate royalty level should be for the
satellite radio companies. Recall that SoundExchange, which collects royalties from digital music services on behalf of
the artists, filed its case before the Copyright Royalty Board on October 30, 2006 requesting royalties starting at 10% of
gross revenues and then "gradually increasing" over the next six years, to 23% in the sixth year. In their response, the
satellite radio companies proposed that the 7.25% fee set by the Congress in 1998 for pre-existing subscription services
(like Music Choice, which provides the music content to the cable operators) needs to be adjusted for the costs that Sirius
and XM bear in offering their services, which services like Music Choice do not need to defray. The costs include
investments in developing the technology and infrastructure (satellites, repeaters, studios, etc), designing and subsidizing
consumer and OEM products, creating compelling programming that would be competitive with free terrestrial radio
(which does not pay any royalties), creating brand awareness, and developing the consumer service infrastructure. Sirius
also suggested that there is significant value created by non-music content and cited the examples of programming created
by Howard Stem and Martha Stewart. Adjusting for these differences, Sirius believes that a reasonable royalty rate would
be 0.88% of gross subscription revenues plus advertising revenues on the music channels (which is zero currently). In its
1Q07 10Q, Sirius stated that the respective filings marked the beginning of an 18-month arbitration process at the CRB,
absent an agreement among the parties. The only agreement that has been signed thus far has been XM’s pact with
ASCAP, which was concluded in July 2006; under the terms of the agreement, we understand that XM is obligated to pay
ASCAP about 1.4% of subscriber revenues, which is unchanged from the previous agreement.


We are projecting music royalties at 10% of revenues for our forecast period. Excluding ASCAP (which likely would
settle for the same rate with Sirius as it has with XM), this 10% rate implies that the other entities that collect music
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royalties would get a 2.5x increase in their royalty rates. In 2008, however, we have increased the expense to 13.7% as the
royalty rate would be retroactively applicable to 2007 as well.


25% Revenue Share to OEM Partners. We are projecting a 25% revenue share for DaimlerChrysler and Ford and 10%
for the other, smaller, OEM partners, which is in line with street expectations. XM’s revenue share expense has been
higher, and is expected to remain significantly higher than Sirius’ primarily because of the GM agreement which
stipulates a much higher revenues share.


Exhibit 16. Sirius Satellite Radio - Revenue Share & Royalties ($ ’000s)
2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E ’06A-’13E CAGR


Music Royalties       $12,450 $32,751 $48,187 $171,203 $151,724 $177,893 $202,846 $223,699 $243,315 33.2%
% Of Revenues --- 5.1% 5.1% 13.7% 10.0% 10.0% 10.0% 10.0% 10.0% -.


DaimlerChrysler Revenue Share
Ave Subs            360 846 1,331 1,938 2,576 3,097 3,545 3,953 4,342 26.3%
OEM ARPU $11.87 $11.87 $11.87 $12.21 $12.52 $12.83 $13.13 $13.44 $13.74 2.1%
Attributable Revs $46,697 $120,430 $189,256 $289,728 $387,004 $476,699 $558,530 $637,377 $716,114 29.0%
Revenue Share % 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% ---
Revenue Share $11,674 $30,575 $47,314 $72,432 $96,751 $119,175 $139,633 $159,344 $179,028 28.7%
% Of Revenues --- 4.8% 5.0% 5.8% 6.4% 6.7% 6.9% 7.1% 7.4%


Ford Revenue Share
Ave Subs             13 117 444 947 1,524 2,118 2,692 3,270 3,844
OEM ARPU $11.87 $11.87 $11.87 $12.21 $12.52 $12.83 $13.13 $13.44 $13.74
Attributable Revs $691 $17,212 $69,027 $140,667 $228,907 $326,019 $424,267 $527,184 $633,883
Revenue Share % 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%
Revenue Share $173 $4,303 $17,257 $35,167 $57,227 $81,505 $106,067 $131,796 $158,471
% Of Revenues --- 0.7% 1.8% 2.8% 3.8% 4.6% 5.2% 5.9% 6.5%


Other OEM Revenue Share
Ave Subs            177 27 1,331 1,938 562 572 583 577 552
OEM ARPU $11.87 $11.87 $11.87 $12.21 $12.52 $12.83 $13.13 $13.44 $13.74
Attributable Revs $21,750 $3,909 $189,255 $289,728 $84,396 $88,045 $91,899 $93,054 $90,990
Revenue Share % 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
Revenue Share $2,175 $391 $18,925 $28,973 $8,440 $8,805 $9,190 $9,305 $9,099


Q % Of Revenues --- 0.1% 2.0% 2.3% 0.6% 0.5% 0.5% 0.4% 0.4%


al Costs $26,472 $68,020 $131,683 $307,774 $314,141 $387,377 $457,735 $624,144 $589,913
% Of Revenues --- 10.7% 14.0% 24.6% 20.7% 21.8% 22.6% 23.4% 24.2%


ICost/Sub/Month $1.15 $1.22 $1.57 $2.96 $2,61 $2.89 $3.16 $3.42 $3.67
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36.2%


17.0%


Source: Company Documents; Bear, Steams & Co. Inc.


2.4 - SAC Costs Decline Only 5% Annually; Higher Gross Adds Offset by Lower SAC/Gross Add. Sirius’ SAC has historically
been significantly been higher than XM’s given that it has generally been a generation or more behind in chipset deployment.
While it is planning to launch new products at retail that are based on the 4th generation chipset later in the year, its OEM partners
are likely to continue using the 2nd and 3rd generation chipsets that were available when they originally designed their vehicles.


expect SAC per gross addition for both the companies will converge over time, and have projected retail SAC at the same
going forward. Thus, the only difference would be the SAC for the OEM partners, which we are projecting likely will


:cline significantly over our forecast period. However, the aggregate SAC costs for Sirius is expected to decline significantly
below XM’s levels (after being high until 2010) as XM’s gross additions increase significantly via the newer OEM partners.
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Exhibit 17. Sirius Satellite Radio -SAC Costs ($ ’000s)
2005A 2006A 2007E 2008E


~sbSCriber Acquisition Costs (SAC)
sidies& Distribution $349,641 $419,716 $360,806
t of Equipment 11,827 35,233 67,937


Equipment Revs (12,27~ (26.798~ ~
SAC Costs $349,197 $428,151 $394,591
Sales and Marketing 157.7~7 169.462 189.801
CPGA Expenses $506,934 $597,613 $584,392


% Of Revenues --- 93.8% 62.2%


2009E 2010E 2011E 2012E


$348,673 $404,306 $384,106 $360,836 $336,194
57,099 40,713 27,141 18,047 12,000


$372,943 $409,552 $375,424 $342,791 $311,834


$549,646 $588,783 $557,219 $522,190 $490,650
43.8% 38.8% 31.3% 25.7% 21.9%


2013E ’06A-’13E CAGR


$313,149 (4.1)%
8,012 (19.1)%


~36.78~ 4.6%
$284,378 (5.7)%


$465,877 (3.5)%
19.1% .-.


$450


$400


$350


530o


$250


$15o


$1oo


$50


2005A 2006A 2OO7E 2OO8E 2009E 2010E 2011E 2012E 2013E


L~XM ~$mus .--~--Differenhal(%)]
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Source: Company Documents," Bear, Steams & Co. Inc.


2.5 - Sales & Marketing Costs Assumed Same for Both Despite Lower Gross Adds. We are projecting that the sales and
marketing costs for the two companies converge - we think this is a conservative estimate given that we are projecting


~ more gross additions for XM.


Exhibit 18. Sirius Satellite Radio- Sales and Marketing Costs ($ ’000s)
2005A 2006A 2007E 2008E 2009E 2010E 2011E     2012E     2013E ’06A-’13E CAGR


Sales and Marketing
Basic Sales & Marketing $152,737 $164,462 $166,131 $168,478 $171,005 $173,570 $176,174 $178,816 $181,499 1.4%
NFL Sunday Drive 5,000 5,000 5,000 5,000 5,000 5,000 ............
NASCAR Rights Fees ..... 3,225 3,225 3,225 3,225 3,225 ........
Stem Sub Bounty = --_- 15.445 -_-- --- --- --- --- ---           --
Total Costs $157,737 $169,462 $189,801 $176,703 $179,230 $181,795 $179,399 $178,816 $181,499 1,0%


% Of Revenues --- 26.6% 20.2% 14.1% 11.8% 10.2% 8.8% 8.0% 7.5%


Per Gross Subscriber Added
SAC $139 $114 $100 $93 $92 $82 $72 $64 $56 (9.6)%
Sales and Marketing. 6~ 4~ 4...~8 4~ 4--0 40 3--8 3--7 3--6 (3.2P/o
CPGA $201 $159 $147 $137 $133 $121 $110 $100 $92 (7.5)%


$200


$180
$160


~$140


~ $120


$100


$80
$60
$40
$2o


2005A 2OO6A 2OO7E 2OOSE 2009E 2010E 2011E 2012E 2013E


14.0%


12.0%


lO,O%
8.0%
60%


4.0%


2.0%
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Source: Company Documents; Bear, Steams & Co. Inc.
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2.6 - Sirius’ Adjusted EBITDA Margins May Still be Conservative. We are projecting Sirius Adjusted EBITDA to increase to
-$675 million by 2013 from $(345) million in 2007, representing margins of 28% in the terminal year. In contrast, XM’s adjusted
EBITDA is expected to increase to -$750 million by 2013 from $(210) million in adjusted EBITDA this year, or a margin of 26%


the terminal year. XM’s lower margins likely are primarily a result of the significantly higher OEM revenue share; Sirius’
(ns could be higher if it decides to curtail marketing spending given it is expected to have lower gross additions than XM
the longer term.


Exhibit 19. Sirius Satellite Radio - Adjusted EBITDA ($ ’000s)
2005A 2006A 2007E     2008E     2009E


Revenues $242,245 $637,235 $940,025 $1,253,879 $1,517,243
Operating Expenses 809.752 ~ 1 284 292 1 455 622 ~
Adjusted EBITDA $(567,507) $(524,058) $(344,267) $(201,743) $(11,428)


Adj EBITDA Margin (234 3)°1o (82 2)% (36 6)% (16 t)% (0 8)%


Less: D&A (98,555) (105 749) (109,450) (115,802) (139,633)
Less: SBC ~ ~ ~ (97,04~ (89.10~
EBIT $(829,140) $(1,067,725) $(550,757) $(414,585) $(240,166)


EBIT Margin (342.3)% (167 6)% (58 6)% (33.!)% (15 8)%


2010E     2011E     2012E     2013E ’06A.’13E CAGR
$1,778,933 $2,028,457 $2,236,986 $2,433,151                   21.1%
1590578 1654192 ~ 1755844 6.1%
$188,355 $374,265 $533,271 $677,307


10.6% 18.5% 23.8% 27.8% --


(136,961) (116,210) (124.718) (137,198) 3.8%


$(49,607) $143,027 $277,717 $392,177 --
(2,8)% 7.1% 12.4% 16.1% --


$1,ooo 40.0%


$600


$400


$200


--
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Source: Company Documents; Bear, Steams & Co. Inc.


2. 7 - We Are Projecting for Sirius to Add a GEO Satellite and Replace Two HEO Satellites. Over the next few years, Sirius is
projected to add a GEO satellite, and replace two of its three HEO satellites. We are projecting significant capital expenditures
during this period, including $85 million in 2007 (street consensus is about $72 million), $175 million in 2008 (street estimates,
we understand, are between $150 million and $200 million), $80 million in 2009, $240 million in 2010, $155 million in 2011,
$165 million in 2012, and, as the satellite-related capital expenditures decline in 2013, $30 million in 2013, primarily relating to
repeaters and maintenance capex, for a total of around $900 million over the next 6 years. XM, on the other hand, recently
completed its satellite replacement program.


2.8 - FCF Positive in 2009, Expected to Increase to 30% of Revenues by 2013. Both companies are projected to become FCF
positive in 2009, and FCF margins are expected to be about similar in 2013; however, FCF for Sirius likely will be impacted by
the timing of the capex related to satellite manufacture and launch over the next few years.
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Exhibit 20, Sirius Satellite Radio - Free Cash Flows ($ ’000s)


Free Cash Flows
Ops


Cash Flow
% of Revenues


2005A 2006A     2007E     2008E 2009E 2010E 2011E 2012E 2013E ’06A-’13E CAGR


$(273,740) $(421.188) $(213,424) $(I02,791) $70,644 $250,991 $434,110 $614,808 $739,715


$(323,628) $(521,015) $(298,424) $(277,79!) $15,644 $170,991 $204,110 $339,808 $709,715
(1336)% (81 8)% (31 7)% (22 2)% 1.0% 9.6% 10.1% 15.2% 29.2%


2005A 2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E ’06A-’13E CAGR
Free Cash Flows
Cash Row from Ops $(168,422) $(462,091) $(138,903) $(42,754) $39,965 $130,842 $316,538 $545,923 $833,161
Capex ~ ~ ~ ~ ~ (60,00~ ~ ~ ~60,00~
Free Cash Flow $(348,215) $(737,110) $(327,907) $(105,042) $(20,035) $70,542 $256,538 $485,923 $773,161


% of Revenues (62.4)% (79 0)% (28 7)% (7.7)% (1.2)% 3.8% 11.9% 19.5% 26.9%


$6
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$2


$(2)


$(~)


$(10)


$(14}
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, Documents; Bear, Steams & Co. Inc.


INVESTMENT POINT 3 - OUR 2Q07 AND 2007 PROJECTIONS MORE CONSERVATIVE THAN STREET
In the following exhibit, we present our revised 2Q07 and 2007 estimates for the company and compare the key metrics with
street consensus. For 2Q07, we are more conservative on gross adds, net adds, revenues, adjusted EBITDA, and FCF; in-line with
the street on SAC and CPGA; however, we think 2Q churn likely will decline marginally from 1Q07 levels to 2.2% (which is at
the lower end of the 2.2%-2.4% guidance range) in line with seasonality. For the full year, we are marginally reducing our ending
subscribers projection of to 8.00 million from 8.05 million primarily due to a more conservative view to sub growth from
aftermarket; our revised projection is also marginally lower than street consensus of 8.03 million. In addition, we remain more
conservative on churn, SAC, revenues, and adjusted EBITDA, and significantly lower than the street on FCF.


Exhibit 21. Sirius Satellite Radio - Quarterly Comps (’000s)


Consensus % Consensus %
2QOTE 2QO7E Variance 2007E 2007E Variance


/
Ending Subscribers 7,058 7,046 0.2% 8,001 8,030 (0.4%)
Gross Additions 922 932 (1 1%) 3,963 4,087 (3 0%)
Net Additions 477 465 2.7% 1,977 2,005 (1 4%)
Total ARPU $10.93! $10.94 (0 1%) $11.18 $10.79 3.6%
Implied Monthly Chum 2.2% 2.3% (5 6%) 2.4% 2.3% 2.7%
SAC Per Gross Addition $107 $105 1.6% $100 $96 3.7%
CPGA - Cost Per Gross Addition 156 151 3.2% 147 153 (3.6%)


Total Revenues $223,534 $228,000 (2.0%) $940,025 $946,000 (0.6%)


Adjusted EBITDA $(83,280) $(71,000) 17.3% $(344,267) $(322,000) 6.9%


~et Cash From Operating Activities $(50,364) $(31.000) 62.5% $(213.424) $(161,000) 32.6%


ll ditions to property and equipment ~ ~ 18.4% (85.000~ ~ 18.1%
I~ree Cash Flow $(72,854) $(50,000) 45.7% $(298,424) $(233,000) 28.1%
Free Cash Flow per Share $(0.05) $(0.05) (0.t%) $(0.20) $(0.17) 23.9%


Source: Company Documents; Bear, Steams & Co. Inc.
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INVESTMENT POINT 4 - WE THINK THE LIQUIDITY ISSUE IS OVERBLOWN
We do not think the company is headed into liquidity challenges - Sirius bonds are trading at around par, and bond investors are
more likely to price credit risk sooner than investors focused on equity, in our view. While we do see the need for the company to


~CvCeeSS the capital markets in 2008, we believe a refinancing of about $500 million likely may be sufficient to repay the convertiblet that is due in early 2009 as well as provide a $100 million cushion. Given where the existing bonds are trading, Sirius’
rage compared to XM (Sirius is at $690 million net debt or 13% of enterprise value compared to $1.1 billion net debt and 23%


of enterprise value for XM), the emerging free cash flow profile (positive for full year 2009 and thereafter), visibility into
subscriber growth via OEM distribution channel, and the potential for significant debt recovery in the event of a default,
depending on the capital markets environment, we do not think refinancing the debt likely will be an insurmountable challenge.
While the merger agreement requires Sirius to obtain XM’s permission before raising significant additional financing under
certain circumstances, we think, either (i) The $200 million we are projecting Sirius might raise in 1Q08 likely is well within the
capital that Sirius is allowed to raise under the merger agreement, or (ii) Sirius will be able to obtain XM’s permission to raise
additional capital without giving away too much in concessions, or (ii) Sirius will conclude the refinancing after the merger
decision has been made.


$300 Million Convert Bonds due Feb 15, 2009. Sirius’ $300 million 2.5% convertible bonds (that convert at $4.41, and
are thus, out of the money currently) are due on February 15, 2009. Given that IQ is seasonally a quarter in which the
company loses cash, we do not think cash on hand likely will be sufficient to repay the bond on its due date.


Loral’s $100 Million Vendor Financing Unlikely to be the Solution. Sirius has access to the $100 million vendor
financing facility from Loral which is undrawn; we understand about $42 million can be drawn currently. However, the
facility matures on the earliest of the following three dates (i) April 6, 2009, (ii) 90 days after the new satellite becomes
available for shipment (currently, the satellite is expected to be completed by 4Q08) and (iii) 30 days prior to the
scheduled launch of the new satellite (target launch date late-2008/early-2009). As such, we do not think the company will
be able to draw on the Loral facility to repay the convertible bonds.


Price Increase Could be An Alternative to Refinancing. When XM raised their subscription price by 30% to $12.95 in
2005, although their growth arguably faltered, they were able to generate a significant amount of cash flows from
subscribers prepaying multiple months and years at current rates. Recall that their working capital benefit from deferred
revenues alone for the year was ~$210 million (which was comparable to Sirius’), whereas in 2006, their working capital
benefit was $66 million compared to Sirius’ $181 million.


Conservative Estimates Yield $500 Million in Additional Financing Required; However, Sirius Could Raise $200 Million
in 1Q/2Q08 and Refinance the Convert When it Becomes Due. After tweaking our projections to make them more conservative
on cash flows, we are projecting that the company will be free cash flow positive in 2009. In the interim, we think the company
likely needs to raise $500 million to repay the convertible note in February 2009 as well as to provide about a $100 million
cushion to the business. As an alternative, we believe it is possible that Sirius may access the capital markets to raise $200 million
in 1Q/2Q08 as a cushion and refinance the convertible bonds when they become due in 2009.
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Exhibit 22. Sirius Satellite Radio - Liquidity (’000st
1Q07A    2Q07E    3Q07E    4Q07E


Cash Flow from Operations
Net lncome $(144,745) $(147222) $(124,029) ${104,996)
D&A 26,786 27,245 27,555 27,804


A Other 25,025 25,025 25,025Adjustments 27,653
~ Working Capital ~ 44.588 ~ 182.168
~lll~sh Flow from Operations $(133,947) $(50.364) $(79,174) $50,062


Cash Flow from Investing
Capital Expenditures $(12,458) $(22 500) $(22,500) $(27,542)
Restricted Investn~nts 1310) -- 24,850 5,450
Marketable Secunties 10,850 -- -- --
Other 9--6 -. -- --


Cash Row from lnvesting $(1,822) $(22,500) $2,3~ $(22,0~)


Free Cash Flow (CFO-Capex) $(146,405) $(72,864) $(101,674) $22,520
% of Total 49 1% 24.4% 34 1% 17.5%


Add: Change in Restricted Cash ....
Add: Change in Marketable Securities ....
Add: Loral Credit Facility ....
Add: Additional Borrowings .....
Add’ Convertible Debt Due -- -- -- --
Net Change In Cash Balance $(134,259) $(’/2.8~4) $(76,824) $27,970


Current Assets
Cash&Cash Equivalents $259,162 $186,298 $109,473 $137,443
Marketable Securities 4,650 4,650 4,650 4,650
Restncted Investments 25.310 25.310 25.310 25.310


Cash In Current Assets $289,122 $218,258 $139,433 $167,403
Restricted Investments, Net Of Current 52,850 52.850 28,0~0 22,550
TotalCash &Equivalents $341,972 $269,108 $167,433 $189,953
Loral Line of Credit 100.000 ~ 100,000 100,000
Total Availability $441,972 $369,108 $267,433 $289,953


2007EI


109,450 I
102,728 I
~.39~ I


$(213,424)1


1Q08E 2Q08E    3Q08E    4Q08E


$(166348) $(111,333) $(89,318t $(124,746)
28,356 28,846 29,149 29,451
24,260 24,260 24,260 24,260


$(98,775) $(3t,868) $(46,563) $74,416


$(85,000}1 $127 500)
29,9901 22,550
10.8501 --


$(44.06411 $(4,9~)


$1298,424)1 $(126,275)
100.0% I 45.5%


22,550


200,000


$(255,978)1     $96,275


$(22,500) $(22 500) $(102.500)
25,310       --


$(22,5~1$2,6T~ $(i02,5~)
$(54,368) $(69,063) $(28,084)


19.6% 24.9% t0.1%
-- 25,310 --


4,650 -- --


$(49,718) $(43,753) $271,916


$167,4031 $263,678 $204,659 $13~407,512


$189,953 $263,678 $204,6595135,597 $407,512"


$289,9531 $363,678 $304,659     $235,597 $507,512


_......~We assume Sidus is able to convert the 3 li2% Notes due May 2008 to equityDebt Repayments
4.-""’- Igiven that the Notes are n the money with a $1 38/share conversion price.3 112% Conved~ble Notes due 2008


2 112% Convertible Notes due 2009
Lorat Line of Credit


Total Debt Repayments


Source: Company Documents; Bear, Steams & Co. Inc,


2008E


$(491,744)
115,802


97,040


$(102,791)


$~175,000)
47,860


$(127,140)


$(277,791)
100.0%
47,860


4,650


500,000


$274,719


$407,512


$407,512


IQ09E 2Q09E 3Q09E 4Q09E


$(9,874) $3,792 $(2,540) $25,865
(57.3%) 22.0% (14 7%) 150.0%


$(309,872) $3,792 $(2,540) $25,8~


$97,641 $101,433 $98,893 $124,757


$97,641 $101,433 $98,8~ $124,7~


$101,433 $98,8~ $124,757


lq08: LiouiditvEvent


$299,998


$(336,9


89,1~


$(55,0


$(282,7


ASSUMING $100 Million Cash Cushion,
Sirius Probably Needs to Raise -$500 Million
in 2008


IATION
year-end 2007 target price of $4 is based on weighted average cost of capital of 11% that is based on an equity beta of 1.76
a growth rate in perpetuity of 4% (note, all our DCF assumptions for Sirius are equal to those for XM, as we think the risk to


our projections for both the companies is about similar), which offers potential annualized returns of around 25% from current
levels. Our DCF model is validated using a multiple-based valuation using our estimate for 2013 FCF, which yields fair value of
about $4.50; on a conservative basis, we are using the lower valuation as the target price for 2008 year-end. Note, our projections
do not include the NPV of synergies that may arise from the merger; if the deal does get approved (which we think is more likely),
investors, at current levels, would in effect be buying a call option on the upside from the synergies.
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Exhibit 23. Sirius Satellite Radio - DCF Valuation (’000s)
Terminal Year


2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E Cash Flows
I ’.,’;l’~.’t, ~.~ ~ ~el Ire1 ItITR ~vj m iil"~ [=i.


r Share Metrics
Earnings Per Share (EPS), Excl ExtraordinaP/Items $(0 79) $(0.41) $(0 34) $(0.23) $(0.10) $0.04 $0.15 $0.21
Free Cash Flow per Share (FCF/Sham) (0 37) (0.20) (0.t 9) 0.01 0.12 0.13 0.21 0.45


Adjusted Operating Cash Flows (EBITDA) $(524 1) $(344 3) $(201 7) $(11 4) $188.4 $374.3 $533.3 $677.3
EMIEBITDA NM NM NM 27.7x 13.4x 8.8x 5.8x
Ending Subscribers (’000s) 6,025 8,001 9,358 10,698 11,668 12,457 13,105 13,659
Value per Subscriber $641 $578 $504 $447 $403 $356 $290


Operating Income (EBIT) $(550,757) $(414.585) $(240,166) $(49,607) $143,027 $277,717 $392,177 $392,177
Less: Cash Taxes on Operating Income
Net Operating Profit Less Adjusted Taxes $(552,977) $(416,805) $(242,386) $(51,827) $140,807 $275,497 $389,957 $235,306
Depreciation & Amortization 109,450 115,802 139,633 136,961 116,210 124,718 137,198 90,000
Change in Working Capital 175,391 176,112 180,421 158,639 141,122 130,482 116,657 116,657
Capital Expenditures (85,000) (175,000) (55.000) (80,000) (230,000) (275,000) (30,000) (90,000)
Other 2,643 -- -- --- -- -- -- -.=
Unlevered Free Cash Flow $(350,494) $(299,89!) $22,668 $163,774 $168,139 $255,697 $613,813 $351,964


Sum of the PV of Interim Unlevered FCF $809,489
NPV of Unutilized NOLs 2,931,424


PV of Terminal Value 3 113 553
Gross Asset Value $6,854,466
Add: Option/Warrant Proceeds 314,151
Add: Cash & Equivalents 407,512
Less: Debt (1,531,742)
Add: 49.9% Stake in Sirius Canada 342.038
Net Asset Value (NAV) $6,386,424
Diluted Shams 1,597,555
IFair Value per Share $4 I
Current Price 2.88
Potential Upside 38.8%
Annuallzed Returns 23.1%


DCF Assumptions
Risk Free Rate (Rf) 5.0%
Estimated Equity Risk Premium (R~-R~) 5.4%
Beta (~) 1.76
Cost of Equity (Ks) 14.5%
Cost of Debt (K~) 9.5%
Target Debt/Capital Ratio 40.0%
Fax Rate 40.0%
~/elghtsd Average Cost of Capital (WACC) 11.0%
~ (Perpetual Growth Rate) 4%
terminal Multiple =(I+G)/0NACC-G) 14.9x
Implied Terminal Year Multiple on EBITDA 7.7x


Implied Equity Beta ({~)
Weighted Average Cost of Capital (VVACC)


G (Perpetual Growth Rate)


Source: Company Documents; Bear, Steams & Co. Inc.


1.30 1.45 1.61 1.76 1.91 2.07 2.22
9.5% 10.0% 10.5% 11.0% 11.5% 12.0% 12.5%


2.5% ~ $4.13 $3.94 $3.78 $3.63 $3.50 $3,38 $3.28
3.0% I 4.30 4.09 3,90 3.74 3.59 3.47 3.353.5o/014.50 4.25 4.04 3.86 3.70 3.56 3.43
4’0°/° I 4.73 4.45 4.201 4.001 3.82 3.66 3.52
4’5% I 5,01 4.68 4.40 4.16 3.95 3.78 3.62
5.°% I 5.35 4.95 4.62 4.35 4.11 3,91 3.74
5.5% I 5.79 5.29 4.89 4.57 4.30 4.07 3.87


Our tax-impacted FCF estimate for 2013 yields a -$4.50 valuation at 2008 year-end, that is based on a 20x multiple, which we
think is conservative give the FCF growth profile


Exhibit 24. Sirius Satellite Radio - Multiple-Based FCF Valuation (’000s)
Reported 2013 Net Income $341,351
Tax Rate 40.0%
Tax normalized NI $204,811
Adj NI + Other CF ops 606,598
-capex ~
Adj 2013 FCF $576,598
Years discounted 4
2013E FCF Discounted to 2009 $379,823
2008 multiple on ’09 FCF 20.0x
2008 EV $7,596,461
- 2008 Net debt (1,124,230)


Option/Warrant Proceeds 314,151
49.9% Stake in Sirius Canada 342,038


$7,128,419
1,597,555


$4.46
Source: Company Documents; Bear, Steams & Co. Inc.
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MERGER UPDATE
Sirius and XM filed the Hart-Scott-Rodino application with the Department of Justice on March 12, 2007. On April 12, 2007, the
companies received the second request for additional information from the Justice Department, which was expected. The two


~rrgmpanies filed the merger application with the FCC on March 20, 2007. On the 1Q07 conference call, Sirius stated that even
ugh the FCC comment period hasn’t yet begun, the company expects to receive endorsements from a number of prominent
anizations, many of which are expected to file Letters of Support with the FCC. While the review process itself was anticipated


to be protracted, Sirius believes that the process is moving forward in line with their expectation.


We expect the FCC to issue a public notice in the near future, which will start the 180-day clock. Once the Commission issues a
public notice, it will trigger a comment period followed by a reply period. While the merger has been in the spotlight in
Washington DC with four congressional hearings, Congress has the least direct impact on the deal. Rather, we believe the DOJ
and the FCC will ultimately decide the transaction’s fate, with the DOJ’s antitrust review likely to be the more rigorous of the two
evaluations. However, the Congress can send signals to the FCC and others which may be incorporated into the "thought process"
involved in evaluating a deal.
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Exhibit 25. FCC Informal Timeline for Consideration of Applications for Transfers or Assignments of Licenses or
Authorizations Relating to Complex Mergers
Application: Applicants can benefit most from the agency’s effort to streamline its process for reviewing applications by getting the necessary accurate


~ormation to the agency in the proper form at the earliest time.
plicants’ Tasks--pre-Public Notice


Identify complete list of licenses, authorizations involved
Contact relevant Bureaus
Identify appropriate application forms, appropriate filing process (e.g., electric, paper), and related applications/requests and consolidation
in consultation with relevant FCC staff


~ File necessary forms, applications, and special requests for relief
CLOCK ./%Send Hart-Scott-Rodino waiver letter to U.S. Department of Justice or Federal Trade Commission (if required)
Day 0: Pdblic Notice (PN)
Minimum requirements for an application to be accepted for filing -- facially complete application addressing the relevant issues and providing sufficient
support for agency analysis and meaningful public comment, with a complete and accurate identification of licenses and authorizations to be transferred


Consolidated FCC PN for transactions involving multiple licenses and authorizations
Contents of PN:


General nature of applications and related transaction (e.g., merger), and waivers and other rulings requested by parties
List of licenses/authorizations to be transferredlassignedlgrantedldiscontinued, with associated file numbers
Outline of procedures (identify lead Bureau and contacts at all relevant Bureaus, whether proceeding will remain restricted or be permit-
but-disclose, initial briefing schedule, procedures for obtaining access to confidential information, any special filing requirements)


PN =tarts 180 day clock. If separate PNs for the same transaction are issued by different Bureaus, then Day 0 will be the date on which the last related
A Protective Order may also be issued at or about this same time (a Protective Order will likely be issued if a Hart-Scott-Rodino waiver letter has been
sent).
Days 1-30: Public Comment Period (filing of petitions to deny or comments)
Ordinarily 30 days, occasionally 45 days
Persons and entities that file petitions to deny become parties to the proceeding. They may participate fully in the proceeding, including seeking access
to any confidential information that may be filed under a protective order, seeking reconsideration of decisions, and filing appeals of a final decision to
the courts. Persons who file comments will have those comments duly considered by the FCC but may not have the right to participate in any formal


to the courts.
! 45: Oppositions to Petitions to Deny and Comments


rdinarily due 15 days after Petitions to Deny and Comments are due. Waiting until the reply stage to introduce arguments and evidence .that were
’ available and relevant at the initial application stage is discouraged and may require additional time for public comment that will not be charged


Day 52: Replies to Oppositions
~ due one week after Oppositions are due.


Day 90: Initial Information Request
Commission will endeavor to send to the parties an initial request for information, if necessary, by Day 90. In certain cases, the Commission may b~


determine earlier what additional information it will need from the parties, and the Commission’s failure to issue an initial information request by
90 is without udice to sending an initial or subsequent request for information after this date.


Analysis of Record; Discussions with Parties
’ 180: FCC issues Order granting applications, granting applications with conditions, or designating applications for hearing (denials


~! are possible only/in ven/limited circumstances).
Considerations in "Stopping the Clock"


Commission may "stop the clock," that is, suspend its informal calendar, when the Commission’s ability to process and review the merits of an
~pplication is impeded by justifiable delay, the parties’ actions, or external events. Stopping the clock in such circumstances is intended to provide a
more accurate picture of the time the Commission finds necessary to process a particular transaction. Stopping the clock does not itself delay a decisior
in a proceeding; it merely reflects that a decision could be delayed as a result of some external factor. When this occurs, we endeavor to send the
)arties a letter explaining our reason for stopping the clock and posting that letter on the web page. In our experience, the following are common, but
~on-exhaustive, examples of reasons for stopping the clock:


The Commission extends the time for filing pleadings.
TheApplicants do not respond to a request for information within a stated time period.
The Commission finds it appropriate to await resolution of issues pending before the relevant U.S. law enforcement or national security
The Commission receives significant new information about an application, or the parties file a substantial amendment to the application.


the Commission stops the clock, it generally will restart it as soon as the event justifying its stoppage has been resolved such that the Commission’s
process is no longer impeded. On rare occasions the clock may be reset to a prior date.


http://www.fcc,gov/transaction/xm-sirius.html; Bear, Stearns & Co. Inc.
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Exhibit 26. Sirius Satellite Radio - Income Statement (’000s)
2006A 2007E 2008E 2009E 2010E 2011E 2012E 2013E ’06A-’13E CAGR


Ending Subscribers


Additions


Total ARPU
Implied Monthly Chum
SAC Per Gross Addition
CPGA - Cost Per Gross Addition


6,025
3,758
2,708


$10.32
11.45
1.9%
$114


159


8,001
3,963
1,977


$10.09
11.18
2.4%
$1oo


147


9,358
4,009
1,357


$10.55
12.04
2.5%


$93
137


10,698
4,435
1,340


$10.89
12.61
2.6%


$92
133


11,668
4,588


969
$11.23


13.26
2.7%


$82
121


12,457
4,734


789
$11.56


14.01
2.7%


$72
110


13,105
4,884


648
$11.86
14.59
2.8%


$64
100


13,659
5,059


555
$12.16
15.15
2.8%


$56
92


Adjusted Operating Cash Flow (EBITDA)
Depreciation & Amortization
Equity granted to third parties and employees
Operating Income (EBIT)


Other Income/(Expense)


I IIPHIII~I"~HilP]il
Revenues
Subscriber Revenue, Netof Rebates $575,364 $861,653 $1,118,574 $1,323,874 $1,514,256 $1,681,285 $1,829,964 $1,963,058
Advertising Revenue, Net of Commissions 31,044 38,618 96,592 151,724 222,367 304,269 363,510 425,801
Equipment Revenue 26,798 34,151 32,829 35,467 35,824 36,092 36,359 36,783
Other ~ 5604 5.884 6.178 6,487 6.811 7.152 7.510
TotaIRevenues $637,235 $940,025 $1,253,879 $1,517,243 $1,778,933 $2,028,457 $2,236,986 $2,433,151


YoY Change 163.1% 475% 33.4% 21.0% 17.2% 14.0% 10.3% 8.8%


Operating Expenses
Satellite and Transmission $39,229 $32,320 $40,320 $41,530 $42,775 $44,059 $45,381 $46,742
Programming and Content 215,226 244,670 252,527 259,751 266,922 286,765 295,725 303,010
Revenue Share & Royalties 68,020 131,683 307,774 314,141 387,377 457,735 524,144 589,913
Customer Service and Billing 68,137 96,308 116,864 130,222 138,509 142,162 142,961 141,656
Cost of Equipment 35,233 67,937 57,099 40,713 27,141 18,047 12,000 8,012
Sales and Marketing 169,462 189,801 176,703 179,230 181,795 179,399 178,816 181,499
Subscriber Acquisition Costs 419,716 360,806 348,673 404,306 384,106 360,836 336,194 313,149
General and Administrative 87,538 105,612 108,780 110,956 113,175 115,439 117,747 120,102
Research and Development 58.732 55,155 46.882 47.820 48,776 49.752 50,747 51.762
TotaIOperating Expenses $1,161,293 $1,284,292 $1,455,622 $1,528,669 $1,590,578 $1,6~4,192 $1,703,715 $1,755,844


$(524,058) $(344,267) $(201,743) $(11,426) $188,355 $374,265 $533,271 $677,307
(105.749) (109.450) (t15.802) (139,633) (136,961) (116,210) (124,718) (137,198)


$(t,067,725) $(550,757) $(414,585) $(240,166) $(49,607) $143,027 $277,717 $392,177


~tenCial Charges/Debt Restructuring and Other $69 $5 ..........
on extinguishment of debt (4,435) ...........


rest and investment income 33,320 15,545 8,968 8,433 6,662 9,042 14,120 22,956
Interest expense, net of amounts capitalized ~ ~ ~83,90~ ~ ~ ~ ~57.863~ ~
Total Other Income/(Expense) $(35,078} $(48,015) $(74,940) $(94,532) $(91,688) $(76,499) $(43,743) $(48,606)


Income Before Income Taxes $(1,102,803) $(598,772) $(489,524) $(334,698) $(14!,295) $66,529 $233,974 $343,571
Provision for Income Taxes ~ ~ ~ ~ ~ ~ ~ ~
Net Income/(Loss) $(1,104,868) $(600,992) $(49!,744) $(336,918) $(143,515) $64,309 $231,754 $341,351
Preferred stock dividends .............
Preferred stock deemed diwdends ..............
Accretion of d~v~dends ---
Net loss appllcable to common stockholders $(1,104,868) $(600,992) $(491,744) $(336,918) $(143,515) $64,309 $231,754 $341,351
Earnings Per Share (EPS) $(0.79) $(0.41) $(0.34) $(0.23) $(0.10) $0,04 $0.16 $0.23
Average shares outstanding 1,402,538 1,457,011 1,457,011 1,457,011 1,457,011 1,457,011 1,457,011 1,457,011
Diluted Earnings per Sham $(0.79) $(0.41) $(0.34) $(0,23) $(0.t0) $0.54 $0.15 $0.21
Diluted Shams 1,402,538 1,457,011 1,457,011 1,457,011 1,457,011 1,597,555 1,597,555 1,597,555


% Margins
Pre-Marketing Margins 10.2% 22.0% 25.8% 37.7% 42.4% 45.1% 46.9% 48.2%
Adjusted EBITDA (82.2)% (36.6)% (16.t)% (0.8)% 10.6% 18.5% 23.8% 27.8%
Operating Income (EBIT) (167 6)% (58.6)% (33 1)% (15.8)% (2.8)% 7.1% t2.4% 16.1%
Net Income/(Loss) (173 4)% (63 9)% (39 2)% (22.2)% (8.1)% 3.2% 10.4% 14.0%


Source: Company Documents; Bear, Steams & Co. Inc.


12.4%
4.3%


(20 3)%
2.4%
4.1%
5.8%


(9 6)%
(7.5)%


19.2%
45.4%


4.6%
9.3%


21.1%


2.5%
5.0%


36.2%
11.0%


(19.1)%
1.0%


(4.1)%
4.6%


6.1%
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Exhibit 27. Sirius Satellite Radio - Cash Flow Statement (’000s)
2006A     2007E


Cash Flows from Operating Activities
Net Income/(Loss) $(1,104,868) $(600,992)


t reciation expense 105,749 109,450
-cash interest expense/Debt accretion 3,107 3,049
-cash stock compensation expense/(beneftt) 437,918 97,040


Gain/Loss on disposal of assets 1,661 (4)
Non-cash gain associated with debt restructuring ....
Gain on extinguishment of long-term debt ....
Costs associated with debt restructuring .....
Other 20,495 2,643
Changes in assets and liabilities


Marketable securities -- --
Prepaid expenses (62,679) (5,228)
Other assets (39,591) (4.327)
Accounts payable and accrued expenses 31,325 57,354
Accrued ~nterest 1,239 741
Deferred revenue 181,003 119,148
Other long-term liabilities 3.452 7.702


Net Cash Used in Operating Activities $(421,188) $(213,424)


2008E 2009E 2010E 2011E 2012E 2013E ’06AJ13E CAGR


$(491,744) $(336,918) $(143,515) $64,309 $231,754 $341,351
115,802 139,633 136,961 I16,210 124,718 137,198


97,040 89,107 101,000 115,027 130,837 147,932


4,650
4,815 11,295 8,471 6,353 4,765 3,574


8,015 20,788 17,618 18,103 14,093 14,835
4,457 (5,905) -- (4,501) -- (9,785)


154,176 149,195 127,502 118,264 108,722 105,131


$(102,79t) $72,243 $253,086 $436,668 $617,791 $743,139


Cash Flows from Investing Activities
Additions to property and equipment $(99.827) $(85.000) $(175,000) $(55 000) $(80,000) $(230.000) $(275,000) $(30,000)
Additions to FCC license ...........
Proceeds from the sale of assets 127 96 ...........
Purchases of restricted investments (5,700) (310) ..........
Maturities of restricted investments 26,000 30,300 47,860 ........
Purchases of available-for-sale securities (123,500) .............
Sales/Maturities of available-for-sale securities 229.715 10.850 -- --- -- --- --- --
Net Cash Provided by Investing Activities $26,815 $(44,064) $(127,140) $(55,000) $(80,000) $(230,000) $(275,000) $(30,000)


Cash Flows from Financing Activities
Debt Raised/Repaid
Proceeds from issuance of common stock, net
Costs associated with debt restructuring
Proceeds from exercise of stock options and wart


: Cash Provided by Financing Activities


inning Cash & Equivalents
Net Change in Cash
Ending Cash & Equivalents


$464,403 $(301.742)     -- $(230,000)      -- $(500.000)


25,787 1,510 35,597 ........
_,_ --. ..-- ,.... -- -. -- --


$25,787 $1,510 $500,000 $(301,742) -- $(230,000) -- $(500,000)


$762,007 $393,421 $137,443 $407,512 $123,013 $296,100 $272,767 $615,558


$393,421 $137,443 $407,512 $123,013 $296,100 $272,767 $615,558 $828,697


NetCash From Operating Activities $(42!.188) $(213.424) $(102.791) $72,243 $253,086 $436,668 $617,791 $743,139
Additions to property and equipment
Free Cash Flow $(521,015) $(298,424) $(277,791) $17,243 $173,086 $206,668 $342,791 $713,139
Free Cash Flow per Share $(0.37) $(0,20) $(0.19) $0.01 $0.12 $0.13 $0.21 $0.45


Source: Company Documents; Bear, Steams & Co. Inc.


(15.8)%
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Exhibit 28. Sirius Satellite Radio - Balance Sheet (’000s)
2006A 2007E


Current Assets


e Cash & Cash Equivalents $393,421 $137,443
Marketable Securit=es 11,500 4,650
Prepaid Expenses 52,588 49,994
Restricted Investments 25,000 25,310
Other Current Assets 134,757 !36,741


Total Current Assets $617,266 $354,138
Property And Equipment, Net 810,389 784,896
FCC License 83,654 83,654


2008E 2009E 2010E 2011E 2012E 2013E ’06A-’13E CAGR


$407,512 $123,013 $296,100 $272,767 $615,558 $828,697 11.2%


45,179 33,884 25,413 19,060 14,295 10,721


$589,432 $293,639 $458,254 $428,568 $766,594 $976,159 6.8%
844,095 759,462 702,501 816,290 966,572 859,374


83,654 83,654 83,654 83,654 83,654 83,654
Restricted Investments, Net Of Current Portion 52,850 22,550
Deferred Financing Fees 13,166 10,106 10,106 10,106 10,106 10,106 10,106 10,106
Other Long-Term Assets 81,203 82.422 82,422 82,422 82.422 82.422 82.422 82,422
Total Assets $1,658,528 $1,337,766 $1,609,709 $1,229,282 $1,336,936 $1,421,041 $1,909,348 $2,011,715 2.8%


Current Liabilities
Accounts Payable & Accrued Expenses $437,913 $406,225 $414,240 $435,028 $452,646 $470,749 $484,842 $499,677
Accrued Interest 24,782 25,519 29,976 24,071 24,071 19,570 19,570 9,785
Deferred Revenue 412,370 534,044 688,220 837,415 964,917 1,083,181 1,191,902 1,297,064
Other -- --- -- --- -- -- -- --


Total Current Liabilities $875,065 $965,788 $1,132,436 $1,296,513 $1,441,633 $1,573,499 $1,696,314 $1,806,496
Long-Term Debt 1,068,249 1,067,339 1,531,742 !,230,000 1,230,000 1,000,000 1,000,000 500,000
Accrued Interest, Net Of Current Portion .............
Deferred Revenue, Net Of Current Portion 76,580 74,054 74,054 74,054 74,054 74,054 74,054 74,054
Other Long-Term L~ablhties 27,705 35.962 35,962 41,011 46,059 48.961 51.863 54.766
Total Liabilities $2,047,599 $2,143,143 $2,774,194 $2,641,578 $2,791,746 $2,696,515 $2,822,232 $2,435,316


Stockholders’ Equity
Par Value 1,435 1,461 1,461 1,461 1,461 1,461 1,461 1,461
Additional Paid-In Capital 3,443,214 3,555,094 3,590,691 3,590,691 3,590,691 3,590,691 3,590,691 3,590,691
Deferred Compensation -- 72,780 169,820 258,927 359,928 474,955 605,792 753,724
Accumulated Other Comprehensive Income ..............


~ umulatedDeficit ~ ~ ~ ~ ~ ~ ~ ~
al Stockholders’ Equity $(389,071) $(805,377) $(1,164,485) $(1,412,296) $(1,454,810) $(1,275,474) $(912,883) $(423,600)
al Liabilities And Stockholders’ Equity $1,658,528 $1,337,766 $1,609,709 $1,229,282 $1,336,936 $1,421,041 $1,909,348 $2,011,715


Source: Company Documents; Bear, Steams & Co. Inc.


10.9%


2.5%


2.8%


Important Disclosures
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information or opinion contained herein, and the frequency of subsequent publications, if any, remain in the discretion of the
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Analyst Certification


The research analyst(s) primarily responsible for the preparation this research report hereby certify that all of the views
in this research report accurately reflect their personal views about any and all of the subject securities or issuers.


research analyst(s) also certify that no part of their compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed in this research report.
Robert Peck


Companies Analyzed


* Sirius Satellite Radio (SIRI) - $2.88 (as of June 01,2007 16:00 ET) - Outperform
Price Target (’08): $4
Risk(s) to Price Target - (i) Consumer sentiment; (ii) competition from XM, terrestrial analogue/digital/HD Radio, portable
internet devices and Internet streaming; (iii) dilutive content agreements, (iv) FCC’s FM-mod investigation, among others
Valuation Methodology- DCF


* XM Satellite Radio (XMSR) - $11.58 (as of May 31,2007 16:00 ET) - Outperform
Price Target (’07): $15.00
Risk(s) to Price Target - (i) Consumer sentiment; (ii) competition from Sirius, terrestrial analog/digital/HD Radio, portable
internet devices and Internet streaming; (iii) dilutive content agreements, (iv) regulatory issues like the FCC investigation into
the FM modulator power Ievels, among others
Valuation Methodology - DCF with WACC of 11% and terminal growth rate in perpetuity of 4%.


Sirius Satellite Radio (SIRI): Bear, Stearns & Co. Inc. is a market maker in this company’s equity securities.
Sirius Satellite Radio (SIRI): Bear, Stearns & Co. Inc. or one of its affiliates holds a significant financial interest in the total
outstanding debt instruments of this company.
XM Satellite Radio (XMSR): Within the past twelve months, Bear, Stearns & Co. Inc. or one of its affiliates was the manager
or co-manager of a public offering of securities for this company.
XM Satellite Radio (XMSR): The subject company is or during the past twelve (12) months has been a non-investment
)anking client (securities related services) of Bear Stearns & Co. Inc.
’,M Satellite Radio (XMSR): Within the past twelve months, Bear, Stearns & Co. Inc. or one of its affiliates has performed, or
performing, investment banking services for which it has received a fee from this company.


XM Satellite Radio (XMSR): Bear, Stearns & Co. Inc. is a market maker in this company’s equity securities.


Bear, Stearns & Co. Inc. Equity Research Rating System:


Ratings for Stocks (vs. analyst covera,qe universe):
Outperform (O) - Stock is projected to outperform analyst’s industry coverage universe over the next 12 months.
Peer Perform (P) - Stock is projected to perform approximately in line with analyst’s industry coverage universe over the next
12 months.


Olnderperform (U) - Stock is projected to underperform analyst’s industry coverage universe over the next 12 months.


Ratin.qs for Sectors (vs. regional broader market index):
Market Overweight (MO) - Expect the industry to perform better than the primary market index for the region (S&P 500 in the
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US) over the next 12 months.
Market Weight (MW) - Expect the industry to perform approximately in line with the primary market index for the region (S&P
500 in the US) over the next 12 months.
Market Underweight (MU) - Expect the industry to underperform the primary market index for the region (S&P 500 in the US)


next 12 months.


Bear, Stearns & Co. Inc. Ratings Distribution as of March 31, 2007:
Percentage of BSC universe with this rating / Percentage of these companies which were BSC investment banking clients in
the last 12 months.


Outperform (Buy): 41.7 / 16.6


Peer Perform (Neutral): 49.4 / 11.8


Underperform (Sell): 9.0 / 7.2


Securities covered by the author(s) of this report include:


Robert Peck (Satellite Communications): Sirius Satellite Radio, XM Satellite Radio, SES Global S.A., VIASAT INC


Kunal Madhukar (Satellite Communications): WorldSpace Inc.
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XM Satellite Radio Holdings Inc, Announces First Quarter 2007 ResuRs


First Quarter Ending Sub~criber~ Exceed 7.9 Million; First Quarter Revenue Increased
27 Percent Year over Year to $264 Million; First Quarter Net Loss Narrowed Year over
Year by 1B Percent to $122 Million; Company Recently Surpassed 8 Million
Su bscribers


WASHINGTON, April 26 IPRNewsw~re-FirstCall/ -- XM Satelhte Rad=o Holdings Inc. (NASDAQ:
XMSR) today announced earnings for the three-month period ended March 31, 2007. Revenue for
the 2007 first quarter ~ncreased 2"2 percent year over year to $264 milhon compared to $208
mdhon ~n the 2006 first quarter. XM’s 2007 first quarter net loss narrowed to $122 milhan,
representing an 18 percent ~mprovement compared to the 2006 hrst quarter net loss of $}.49
mdhon.


(Logo: http : /,’~ w.newscomvcom/cg=-bm’~p,’nh]2CO TO313/XMLOGC )


XM ended the 2007 first quarter w~th more than 7.9 million subscribers compared to 6.5 milhon
sul~scnbers m the prior year period. Additionally, ×M announced that ~t recently surpassed 8
mdhon subscribers,


"Dunng the quarter, we improved our feted performance, experienced strong OEM gross
add~bons, extended our di~ribubon agreements with Toyota and Honda, enhanced our customer
service, maintained our churn rate at approximately 1.8 percent for the third oon~utive quarter
and strengthened key financial metrics for our business," sa~d Hugh Panero, chief executwe
officer, XM Satelhte Radio. "These results were driven by the operational inlbabves we put ~n
place over the last several quarters."


For the fir~ quarter of 2007, adjusted operating loss (formerly adjusted EB]TDA) Improved by 45
percent to a loss of $27 mdhon from a Joss of $49 mdhon in the prior year period. The 2007 first
quarter ad3usted operabng loss includes $8 mdhon in expenses related to the company’s pendlng
merger w~th S~nus Satellite


The pnman/d=fferences between net loss and adjusted operating loss are non-operabng amounts
and certain operating non-cash charges. For a i~ull reconclhetlen of XM’s net loss to adjusted
operating los~, see the attached flnanc~al schedules,


In the 2007 fi~t quarter, XM recorded gross subscriber additions of B6B thousand and net
subscriber additions of 285 thousand which compare to 1 milhon gross addlbons and 569
thousand net subscriber additions in the 2005 first quarter.


In the 2007 first quarter~ XM’s subscriber acquisition costs (SAC), e component of cost per gross
addition (CPGA), was $65 compared to $59 in the first quarter of 2006, CPGA in the 2007 firs~
quarter was $103 compared to $93 =n the first quarter of 2006.


As of March 31, 2007, the company had $319 mHhon In cash compared to $218 million at the end
of December 31, 2006. In February 2007, we completed the XM-4 satelhte sale leaseback
transaction. As of March 31, 2007, the company had full av’adabd~ty of ~ts $400 million credit
facilibes resulbng m total available hquldity of $719 milhon.


OEM and Retail


During the first quarter o~ 2007, the company achieved the following m its OEM and retail
channels:







Pendlng Merger with Sirlus Sa~elli~e Radio


On February 19, 2007, XF1 Satelhte R.ad~o and Sinus Satelhte R.ad~o announced they have entered
into a definitive agreement, under which the compames w~ll be combined in a tax-free, all-st~k
merger. Under the terms of the agreement, XM shareholders wdI recemve a fixed exchange ratio
of 4.6 shares of Sinus common stock for each share of XFL XM and S~rlus shareholders wdl each
own approximately 50 percent of the combined company,


The transacbon ~s subject to approval by both compames’ shareholders, the satisfaction of
customary closing cond~bor~s and regulatory rewew and approvals, Including anbtrust agencies
and the FCC. Pending bmely regulatory approval, the companies expect the transaction to be
completed by the end of 2007.


The companies filed their Merger Agreement with the Securities and Exchange Carom(salon on
February 21, 2007.


Business Outlook


XM Satellite R.ad~o reaffirmed the following financial guidance for the full-year 2007:


* Subscribers between 9.0 million snd 9.2 mllllon


Impro%~ed cash flow from ~pera~ions in 2007. Fu!l-ye~z posaDive cash
flow from ~pera~icns in


The company has made the fo!lowing refinements to Its prior guidance for the full-year 2007:


Webcas~ e~.d Conference Call In£orma~ion


Gary Parsons, chairman, Hugh Panero, chief executive officer and Note Davis, president and
chmf operating officer, will host an earnings conference call to discuss XM Satellite R~adio’s 2007
first quarter results today, Thursday, April 26, 2007, at 10~00 AM Eastern T#me. Prior to the call,
you c~n access XM Radio’s f{r~ qua~er 2007 results on the Company’s websmte at
h~p:/’wt~w.vmrad~c cam,’, To h~en to the conference ~11 via telephone, please call one of the
fo~owmg number~ approximately I0 minutee prior to the p~onned sta~ of the calh


The conference call can also be accessed through a live webcast on the Company’s website at
http,,/~w:~w.Yrnradio,com,’ (click on "Investor Info" link at the bob~om of the page). The webcest
of the call will also be arch~ved on the Company’s Web site.


If you are unable to participate in the scheduled call, a replay of the conference call will be
available after ~.1:30 a.m. ET on Fhursday, April 25, 2007 untll ]uly 26, 2007. You can access the
replay of the conference call via the following numbers~


Local playback number: (70G) 6~5-9291
Conference IDa: S409333


XM (NASDAQ: XMSR) ~s America’s number one satelhte radio company with more than 8 million
subscribers. Broadcesbng hve daily from studios ~n Washington, DC, New York City, Chicago, the
Country Flush� Hall of Fame in Nashvdle, Toronto end Montreal, XM’s 2007 lineup includes more
than ~.70 digital channels of chmce from coast to coast: commercial-free music, premier sports,
news, talk radio, comedy, children’s and entertainment programming} and the most advanced
traffic and weather ~nformetion.


XM, the leader in satelhte-dehvered entertainment and data servlces for the automobile industry
through partnerships with General Motors, Honda, Hyunda6 Nissan, Porsche, Subaru, Suzuki and
Toyota is available in 140 d~fferent vehicle models for 2007. XM’s industry-leading products are
available at consumer electronics retailers nationwide. For mere information about XM hardware,
programming and partnershlps~ please visit bt~p; :~ww,xm,-ad~o,corr~.


This press release contains "forward-looking statements" w~thin the meamng of the Private
Se~unties Litigahon Reform Act of tggs. Such statements include, but are not limited to,
statements about the benefmts of the business combmnat~on traneact~on revolving S~nus Satelhte
Radio Inc. and XN Satelhte Radm Holdings !no., ~ncludmg potenbal synerg~es and cost savings
and the tlrnlng thereof, future flnanc~al and operabng results, the combined company’s plans,
obje~lves, expe~atlons and intentions WlU~ respe~ to future operations, produ~s and s~lces;
and other s~tements identlhed by words such a~ "anticipate," "behove," "plan," "esbmate,"
"e~pe~," "intend," "will," "should," "may/’ or words of simUar meamng. Such forward- looking
~atements are based upon the current behefs and expe~abons of Sirius’s and XN’s management
and are inherently subject to s~gnifi~nt business, economic and compebbve unce~ambes and
contlnge~e$, many of which are d~fflcu{t to pr~di~ and generally beyond the ~ntrol of Sirius
and XN. A~UBI results may d~ffer materially from the results anticipated in thee forward-looking
statements.


The following factors, among others, could cause actual re,suits to d~ffer materially from the
antlc~pated results or other expectatior~s expressed m the for.ward-looking statement: general
bus~ness and economic conditions; the performance of financial markets and interest rates; the
ab~hty to obtain governmental approvals of the transaction on a bmely baslsl the fadure of Sirius
and Xr, l shareholders to approve the transactionI the fadure to realize synergles and cost-sawngs
from the transacbon or delay m reahzation thereof; tile businesses of Sirius and XM may not be
comb=ned successfully, or such combination may take longer, be more difficult, bme-consum~ng
or costly to accomphsh than expected; and operating costs and bus~ne~ disruption following the







th=rd part~es, including manufacturers of radios, retailers, automakers and programming
prov=ders. Addit=enal factors that could cause Sinus’s and XM’s re, sult~s to differ materially from
those described In the f:orwerd-lockmg statements can be ~ound in S~nus’s and XN’s Annual
~epo~ on Form ~0-K ~or th~ year ended O~cember 3L 2006, which are ~=led with the Securities
and Exchang~ Comm~sston (the "SEC") and available a~ ~he SEC’s Internet s~te
(t-tt~ ;/www.~ec 9c~’). The tn~ormatlon set fo~h harem s~a~ only as of th~ date hereo~, and
S=dus and XN d~la~m any mtenb~n or obhgabon to update any ~orward looking statements as a
result o~ developments ocoumng a~er the date ~ this press release.


Important Additional [nformabon w#ll be Fried with the SEC


This communlOabon is being made ~n respect of the propose4 business combination revolving
S~nus and XM. :In connection w~th the proposed ~ansa~on, Sinus plans to file w~th the SE~ a
~g~$~rat~on S~atement on Form S-4 ~nta~nlng a 3o~nt Proxy Sta~emen~Prospe~u$ and each of
Sinus a~d XH plan to file with the SEC other documen~ regarding the pro~sed tra~a¢ion. The
defimbve Joint Proxy StatemenMProspeCus w~ll be mail~ to ~ockholders o~ Sinus and
I~VESTOR3 AND SECURI~ HOLDERS OF S~R[U~ A~D XM ARE URGED TO READ THE 3OINT
PROXY STATENENT/P~OSPE~US AND OTHER DOCUMENTS FILED WITH THE SEG ~REFULLY
THE[~ ENT[R~ WHEN TH~ BEGONE AVAI~BLE BECAUSE THEY WILL CO~AIN IMPORTANT
~NFORNAT[ON ABOUT THE PROPOSED


Investors and security holders will be able to obtain free ¢opie~ of the Regis~rabon Statement
and the ]oint Proxy Statement/Prospectus (when available) and other documents 51~d with the
SEG by Sirius and XM through the web site maintained by the SEC at http://w,,~v.secogov/. Free
copies of the Regi.~rabon Statement and ~he 3oint Proxy Statemen~Prospe~us (when available)
and other documen~ filed with the SEC can also be obtained by dire~mg a requ~t to S~r~us
Satellite Radio ~n¢., 1221 Avenue of the Americas, New Yark, NY ~0020, A~enbont Inve~or
R~labons or by d~re~ng a request to XM Satellite Rad~o Holdings Inc., 1500 Eck~ngton Place, NE
Washington, DC 20002. A~enbon: Investor Relations.


Sirius, XM and thaw respecbve d~rectors and executive officers and other persons may be
deemed to be part~opants m the sohcltabon of proxies in respect of the proposed transaction.
Information regarding Sirlus’s directors and execubve oi:~:lcers ~s available ~n its Annua~ Report on
Form 10-K for the year ended December 3~, 2006, which was filed w~h the SEC on March 1~
2007, and ~ts proxy statement for ~ts 2007 annual meebng of ~ockholders, which was filed w~th
the SEC on April 23, 2007, and ~nformation regarding XM’s d~rectors and exec~ve off,cars ~s
available in XN’s Annual R~pe~ on Form ~0-K~ for the year ended December 3~ 2006, which
was filed with the SEC on March ~, 2007 and ~t$ ~roxy statement for ~ts 2007 annual me~ting of
shareholders, which was filed w~th the SEC on April ~7, 2007. Other ~nf~rma~on regarding the
pa~icipants m the proxy ~hdtat~on and a descnpbon of their dire~ and ~nd~re~ ~nterests, by
secunty holdings or otherwise, wdl be ~ntamed ~n the ~o~nt Proxy Stat~mentiProspe~u~ and
othe~ relevant marshals to be filed w~h the SEC when they become available.


SATELLITE ~ADIO HOLDINGS INC.
U~AUDIT~DCO~SOLIDATED STA~E~N~ OF OPE~%T~ONS


~ln ~housands, excep~ share and ~er Three msn~hm ended March 81,
share da~a) 2007 2006


47,426 34,276
27,9~9 ~2,495
18,277 7,993


3,385 3,356
13,882 13,049


9,716 8,887
16,2~0 14,739
43,982 37,643


171,!10 133,511


7,310 10,981


34,195 17,630


9,~86 8,047
43,602 58,473
32,809 33,92&
86,167 97,445


6,504 9,313
92,671 i0~,75a
4~,882 39,882


352,158 308,762


3,844 6,573
(27,609) (33,296)


(2,96&) (18,380)
(5,425) (8,804)


444                 4,634
{121,794)                           (I$0,089)







8.25% Serzes B and C preferred
e~ock dividend re~irenen~


(122,439) (1~9,221)


(2,149)


$(151,370)


$40.60)


$(122,433) $~149,221)


Because we h~ve funded ~he bulld-ou~ of our eye~em ~hrough ~he


derezm.inlng e~ock-baeed compensation expense ~nd ~he sub~ec~zve


There are IL~i~e~ions assoc1~Ded wi~h 5he use of AdjusDed operaDing







reflect the lmp~c~ on our financlal results o£ (I) in~erss~


~nder Unlred States genesallv accepted accountlng pr~nclples, and


SELECTED BALANCE SHEET DA~A
March 31, 2007 December 31, 2006


(~mudi~ed)


$218,216
2,098


126,049


141,387


427,193
140,~95


1,478,936 1,286,179
2,388,140 2,238,498


4504,373) (397,880)


SELECTED OPE~T!HG METRICS
Three months ended March 31,


2007 2006


1,007,306


C~M and Rental Car Company Ne~
Subscriber Adda~lons


OEM Subscribers 2,853,028 2,012,0~0


To~el Endlng Subscribers ~S) 7,913,~28 ~,501,8~9


OEM ~ O~her Subscrlbez $10.34 $i0.S5


Average Monshly Subscription
Revenue per Subscriber %"AR~U’’) ~I0) $i0.15 $i0.07


Net Ad Sales Revenue per Subscriber (11)
Actlvation, Equipmens and ODher


Revenue per Subscrlbsr $0~87 $0.71
Total Revenue per Subscriber $Ii.34 $Ii.13


("SAC") (12)
Cos~ Per Gross Addition ~"CPGA"; (13)


$65 $59







In addltlon ~o ~he Cash and cash e~l%valents avall~ble
Company, ~he Company h~s a $250 ~llli~n credi~ facility
group of banks and a $150 ~i!llon credl~ facility wi~h


We have no~ declared or paid any dividends on our Class A conunon
stock since our dase of


GrOSs Subscriber Additlons are paying subscribers newly ac~ava~ed
i~ the reporting ~rlod. O~ au~ecrlbere Include bo~h newly
activated pro~o~!onal and ncn-pro~i~nal subscrlbers.


NeD Subscriber Addi~Ions represen~ Dhe ~o~el ned incremental paying
st~bscr~bers added during ~he period ~Gross Subscriber Addl~ions
less DlsconnecDs).


We measure ~he success of our OLM promotional programs based on ~he
percentage of promo~ional su!~scrih~rs ~ha~ elec~ to receive ~he ~n~


are ~elf-paylng subscribers whose ~/~ radio w~s installed by an OEM


(9> X~ recelves a r~nge of $9.99 -- $11.87 per monDh for annual and
multi-year pl~ne aund $6.99 per mmn~h for ¯ fantily plan.


~I0) Subscrlp~aon ~evenue incl~des monthly a~bscrlption reven~es for o~r







SOURCE: XM Satellite Radio Holdings Inc.


CONTACT: Investors, Joe Wilk,~son, +1-202-380-4008,
joe.wilkinson@×mrad~o.com, or P,~chard Sleane, +~-202 380 1439,
nchard.sloane@xmradio,com, both of XM Sat~lhte Radio Holdings Inc.; Ned~a,
Nathanlel 8rown~ +~-2Z2-708-6~70~ nathaniel.brown@xmradio.com~ or
Chance Paterson, 202-380-4318, chance.pa~erson@xmrad~o.~m, ~th of XM
Satellite Radio Holdings Inc.
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Sirius Reports Fourth Quarter and Full Year 2006 Results


- Achieves First-Ever Quarter of Positive Cash Flow from Operations and Free Cash
Flow
- 2006 Revenue Increases 163% to a Record $637 Million
- Highest Satellite Radio Subscriber Share in Company’s History
- 2007 Outlook For More Than 8 Million Subscribers and Revenue Approaching $1
Billion
- Executed Definitive Merger Agreement with XM Satellite Radio


NEW YORK, Feb 27, 2007/PRNewswire-FirstCall via COMTEX News Network/-- SIRIUS Satellite Radio
(Nasdaq: SIRI) today announced record full year and fourth quarter 2006 results driven by an 82%
increase in subscribers to more than 6 million, positive free cash flow ~n the fourth quarter and the
highest satellite radio subscriber market share in the company’s history.


(Logo: th~p_:~Lww_w_,n_ew~,co~m_~co_n_tlc~=b’~m/prnh/19991_L18~H125 )


"In 2006, SIRIUS added 2.7 million new subscribers, an annual record for satellite radio, and captured
62% share of satellite radio subscriber growth. More importantly, SIRIUS achieved positive free cash
flow in the fourth quarter 2006 -- four years after adding our first subscriber," said Mel Karmazin, CEO
of SIRIUS. "The fourth quarter marked the fifth consecutive quarter of satellite radio subscriber
leadership for SIRIUS and a record 67% of satellite radio growth. We look forward to another year of
strong growth in 2007, anticipating that we will approach $:1 billion in total revenue. The pending
merger with XM will offer unprecedented choice for consumers and create tremendous value for our
shareholders."


SIRIUS ended 2006 with 6,024,555 subscribers, up 82% from 3,316,560 subscribers at the end of
2005. Retail subscribers increased 64% in 2006 to 4,041,826 from 2005 retail subscribers of
2,465,363. OEM subscribers increased 138% in 2006 to 1,959,009 from 823,693 at the end of 2005.
During the fourth quarter 2006, SIRIUS added 905,247 subscribers, or 67% of satellite radio net
additions.


Total revenue for 2006 increased to $637.2 million, up 163% from 2005 total revenue of $242.2
milhon. Fourth quarter 2006 total revenue of $193.4 million increased 142% from fourth quarter 2005
revenue of $80.0 million. Average monthly revenue per subscriber (or "ARPU") was $11.01 in 2006 up
from $10.34 in 2005. 2006 ARPU included a $0.56 contribution from net advertising revenue, up
100% from the $0.28 contribution from net advertising revenue reported in 2005. Average monthly
churn for 2006 was 1.9% reflecting total churn from both retail and OEM channels. SAC per gross
subscriber addition was $114 for 2006 improwng 18% over 2005’s SAC per gross subscriber addition
of $139.


SIRIUS reported a net loss of ($1.1) billion, or ($0.79) per share, for 2006. The adjusted net loss for
2006 (adjusted to primarily exclude stock-based compensation) improved to ($656.0) million for
2006, and the adjusted loss from operations improved to ($513.1) million versus 2006 guidance of
($565) million. The free cash flow loss for the full year of 2006 was ($500.7) million, in-line with
previous guidance.


In the fourth quarter 2006, SIRIUS reported a net loss of ($245.6) million, or ($0.17) per share. The
adjusted net loss (adjusted to primarily exclude stock-based compensation) improved to ($203.0)
million for the fourth quarter, and the adjusted loss from operations improved to ($166.8) million.


The company posted pos~bve free cash flow in the fourth quarter 2006 of $30.4 million, solidly
reaching its goal of positive free cash flow as early as the fourth quarter of 2006. The definition of free
cash flow is the sum of net cash provided by (used in) operating activities, capital expenditures and
restricted and other investment activity.


2007 OUTLOOK


http://investor.sirius.com/releaseprint.cfm?releaseid=231374 7/19/2007
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SIRIUS today provided the following guidance for the full year 2007:


-- Total revenue approaching $i billion
-- More than 8 million subscribers at year-end
-- Average monthly subscriber churn of approximately 2.2 - 2.4%
-- SAC per gross subscriber addition of approximately $95


In light of the pending merger with XM, and the uncertainty surrounding the timing and financial
impact, the company is no longer currently providing cash flow guidance. See section on the pending
merger of equals with XM Satellite Radio Holdings Inc.


2006 HIGHLIGHTS - "The Best Radio on Radio"


MUSIC, TALK AND ENTERTAINMENT LEADER


2006 was an unprecedented year for new and exclusive programming from SIRIUS with the launch of
the new advertising campaign, "The Best Radio on Radio." SIRIUS offers 69 channels of 100%
commercial free music programming covering a broad array of music genres.


SIRIUS has an unmatched lineup of programming, with over 55 channels of sports, news, talk,
entertainment, traffic, weather and data from such top names as Howard Stern, Jamie Foxx, CNBC,
CNN, Martha Stewart, Tony Hawk, Richard Simmons, Jimmy Buffett, ABC News, BBC World Service,
Maxim, NPR, Radio Disney and Barbara Waiters.


SIRIUS talk programming encompasses comedy, public affairs, the arts, the trucking life and
represents a full political spectrum from liberal "left" to conservative "right." Around-the-clock traffic
and weather reports covering the top 20 US traffic markets are also available nationwide. During
2006, SIRIUS announced a broad array of new programming including two full-time Howard Stern
channels, Deepak Chopra, Cosmo Radio, Barbara Waiters, the Catholic Channel, the Metropolitan
Opera, Blue Collar Radio, NASCAR’s Tony Stewart show and Playboy Radio.


SPORTS LEADER


SIRIUS is the leading provider of sports radio programming, broadcasting play-by-play action of more
than 350 professional and college teams. SIRIUS features sports news and talk and play-by-play
action from the NFL, NASCAR, NBA, NHL, Barclays English Premier League soccer, UEFA Champions
League, the W~mbledon Championships, NCAA(R) Division :1 Men’s Basketball Championship (March
13 - April 2) and more than 150 colleges and universities, plus hve coverage of several of the years
top thoroughbred horse races. SIRIUS ~s the only radio outlet to provide listeners with live coverage
of every NFL game and starting in 2007 will air every NASCAR Nextel Cup Series, NASCAR Busch
Series and NASCAR Craftsman Truck Series race. SIRIUS also broadcasts over 1,000 NBA games per
season, plus up to 40 NHL games per week and features programming from ESPN Radio and
ESPNews.


On Super Bowl Sunday SIRIUS offered ten different game calls of Super Bowl XLI in seven languages,
including both teams’ local radio broadcasts.


RESULTS OF OPERATIONS


The discussion of operating expenses below excludes the effects of stock- based compensation. The
company believes this presentation improves the transparency of disclosure and is consistent with the
way operating results are evaluated.


FOURTH QUARTER 2006 VERSUS FOURTH QUARTER 2005


For the fourth quarter of 2006, SIRIUS recognized total revenue of $193.4 million compared with
$80.0 mdlion for the fourth quarter of 2005. This 142%, or $113.4 mdhon, increase in revenue was
driven by a $99.4 million increase ~n subscriber revenue resulting from the net increase in subscribers
of 2,707,995, or 82%, from December 31, 2005 to December 31, 2006; a $5.4 million increase in net
advertising revenue; and a $7.5 milhon increase in equipment revenue.


The company’s adjusted loss from operations decreased $59.5 million to ($166.8) million for the
fourth quarter of 2006 from ($226.3) million for the fourth quarter of 2005 (refer to the reconciliation
table of net loss to adjusted loss from operations). This decrease was primarily driven by an increase
in total revenue of $113.4 million, which more than offset a $53.9 million increase in operating


http://investor.sirius.com/releaseprint.cfm?releaseid=231374 7/19/2007
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expenses.


Programming and content expenses increased $29.8 milhon to $64.8 million for the fourth quarter of
2006 from $35.0 million for the fourth quarter of 2005. The Increase was primarily attributable to
license fees and talent costs associated with new programming, including the Howard Stern show
which launched in January 2006, and higher broadcast and webstreaming royalties as a result of the
company’s larger subscriber base.


Customer serwce and billing expenses increased $3.9 million to $23.9 million for the fourth quarter of
2006 from $20.0 milhon for the fourth quarter of 2005. The increase was primarily attributable to call
center operating costs necessary to accommodate the increase in the company’s subscriber base and
transaction fees due to the add~bon of new subscribers. Customer service and billing expenses per
average subscriber per month declined 44% to $1.49 for the fourth quarter of 2006 from $2.66 for
the fourth quarter of 2005.


Cost of equipment increased $14.7 million to $22.1 million for the fourth quarter of 2006 from $7.4
milhon for the fourth quarter of 2005. The increase was primarily attributable to higher sales volume
and per unit costs as the company continued to introduce new products through the direct to
consumer distribution channel.


Sales and marketing expenses ~ncreased $22.1 million to $85.1 million for the fourth quarter of 2006
from $63.0 million for the fourth quarter of 2005. This 35% increase in sales and marketing expenses
compared with a 142% increase ~n total revenue from $80.0 million for the fourth quarter of 2005 to
$193.4 million for the fourth quarter of 2006. The increase in sales and marketing expenses was
primarily attributable to increased OEM revenue share as a result of a 138% increase in the
company’s OEM subscriber base, as well as increased cooperative marketing and advertising costs.


Subscriber acquisition costs decreased $24.2 million to $121.0 million for the fourth quarter of 2006
from $145.2 million for the fourth quarter of 2005. The decrease was primarily attributable to lower
commissions and decreased aftermarket hardware subsidies as the company continued to reduce
manufacturing and chip set costs, offset by increased OEM hardware subsidies due to higher
production volume and costs related to FM transmitter compliance with FCC rules.


SAC per gross subscriber add~tmn decreased 9% from $113 for the fourth quarter of 2005 to $103 for
the fourth quarter of 2006 primarily due to lower average commission rates and decreased
aftermarket average subsidy rates as the company continued to reduce manufacturing and chip set
costs, offset by the per subscriber effect of costs related to FM transmitter compliance with FCC rules.


General and administrative expenses ~ncreased $6.3 million to $23.2 milhon for the fourth quarter of
2006 from $16.9 milhon for the fourth quarter of 2005, The increase was primarily a result of
employment-related costs, legal fees and bad debt expense to support the growth of the business.


For the fourth quarter of 2005, the company recorded ($6.2) milhon for its share of SIRIUS Canada
Inc.’s net loss.


YEAR ENDED DECEMBER 31, 2006 VERSUS YEAR ENDED DECEMBER 31, 2005


For the year ended December 31, 2006, SIRIUS recognized total revenue of $637.2 million compared
with $242.2 mdlion for the year ended December 31, 2005. This 163%, or $395.0 million, increase in
revenue was driven by a $351.8 mdlion increase in subscriber revenue resulting from the net increase
in subscribers of 2,707,995, or 82%, from December 31, 2005 to December 31, 2006; a $24.9 million
increase in net advertising revenue; and a $14.5 million increase in equipment revenue.


The company’s adjusted loss from operations decreased $54.4 million to ($513.1) million for the year
ended December 31, 2006 from ($567.5) million for the year ended December 31, 2005 (refer to the
reconcihation table of net loss to adjusted loss from operations). This decrease was primarily driven
by an increase m total revenue of $395.0 mdlion, which more than offset a $340.6 million increase in
operating expenses.


Satellite and transmission expenses increased $11.3 million to $39.2 million for the year ended
December 31, 2006 from $27.9 million for the year ended December 31, 2005. The increase was
primarily attributable to an ~mpairment charge in the second quarter of 2006 associated with certain
satellite long-lead time parts purchased in 1999 that will no longer be needed as a result of the
company’s new satellite contract announced in 2006.


Programming and content expenses increased $131.6 mdlion to $230.2 million for the year ended
December 31, 2006 from $98.6 mdlion for the year ended December 31, 2005. The increase was
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primarily attributable to license fees and talent costs associated with new programming, including the
Howard Stern show which launched in January 2006, and higher broadcast and webstreaming
royalties as a result of the company’s larger subscriber base.


Customer service and billing expenses increased $21.5 million to $68.1 million for the year ended
December 31, 2006 from $46.6 million for the year ended December 3:[, 2005. The increase was
primarily attributable to call center operating costs necessary to accommodate the increase in the
company’s subscriber base and transaction fees due to the addition of new subscribers. Customer
service and billing expenses per average subscriber per month declined 41% to $1.24 for the year
ended December 31, 2006 from $2.t0 for the year ended December 31, 2005.


Cost of equipment increased $23.4 million to $35.2 million for the year ended December 31, 2006
from $11.8 million for the year ended December 31, 2005. The increase was primarily attributable to
higher sales volume and per unit costs as the company continued to introduce new products through
the direct to consumer d~stribution channel.


Sales and marketing expenses ~ncreased $51.9 milhon to $222.5 million for the year ended December
31, 2006 from $170.6 million for the year ended December 31, 2005. This 30% increase in sales and
marketing expenses compared w~th a 163% increase in total revenue from $242.2 million for the year
ended December 31, 2005 to $637.2 million for the year ended December 31, 2006. The increase in
sales and marketing expenses was primarily attributable to increased retail residuals; OEM revenue
share as a result of a 138% increase in the company’s OEM subscriber base; cooperative marketing
and advertising costs; and compensation related costs.


Subscriber acquisition costs increased $70.1 million to $419.7 million for the year ended December
31, 2006 from $349.6 million for the year ended December 31, 2005. The increase was primarily
attributable to decreased aftermarket hardware subsidies as the company continued to reduce
manufacturing and chip set costs, offset by increased OEM hardware subsidies due to higher
production volume and costs related to FM transmitter compliance with FCC rules.


SAC per gross subscriber addition decreased 18% from $139 for the year ended December 31, 2005
to $114 for the year ended December 31, 2006 primarily due to lower average commission rates and
decreased aftermarket and OEM average subsidy rates as the company continued to reduce
manufacturing and chip set costs, offset by the per subscriber effect of costs related to FM transmitter
compliance with FCC rules.


General and administrative expenses increased $27.7 million to $87.5 million for the year ended
December 31, 2006 from $59.8 million for the year ended December 31, 2005. The ~ncrease was
primarily a result of employment- related costs, legal fees and bad debt expense to support the
growth of the bus~ness.


Engineering, design and development expenses increased $14.0 million to $58.7 million for the year
ended December 31, 2006 from $44.7 mdlion for the year ended December 31, 2005 primarily as a
result of costs associated with OEM tooling and manufacturing upgrades and receiver integration for
factory ~nstallations of SIRIUS radios; development costs associated with the manufacturing of SIRIUS
radios; and additional personnel-related costs to support research and development efforts.


In September 2005, the company also recorded a ($6.2) million loss from the redemption of its 15%
Senior Secured D~scount Notes due 2007 and 141/2% Senior Secured Notes due 2009.


For the year ended December 31, 2006 and 2005, the company recorded ($4.4) million and ($6.9)
million, respectively, for ~ts share of SIRIUS Canada, Inc.’s net loss.


SIRIUS reported a net loss of ($1.1) billion, or ($0.79) per share, for the year ended December 31,
2006, ~ncluding a ($0.01) per share impact from the impairment loss and ($0.31) per share impact
from stock-based charges, compared with a net loss of ($863.0) million, or ($0.65) per share, for the
year ended December 31, 2005, including a ($0.12) per share impact from stock- based charges. The
adjusted net loss per share, or net loss per share excluding the impairment loss and stock-based
charges, was ($0.47) for the year ended December 31, 2006 compared with an adjusted net loss per
share of ($0.53) for the year ended December 31, 2005 (refer to the reconciliation table of net loss
per share to adjusted net loss per share).


PENDING MERGER OF EQUALS WITH XM


On February 19, 2007, XM Satellite Radio and SIRIUS announced a definitive agreement, under which
the companies will be combined in a tax-free, all-stock merger of equals. XM shareholders will receive
4.6 shares of SIRIUS common stock for each share of XM they own. XM and SIRIUS shareholders will
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each own approximately 50 percent of the combined company.


The transaction is subject to approval by both companies’ shareholders, the satisfaction of customary
closing conditions and regulatory review and approvals, ~ncluding antitrust agencies and the FCC. The
companies expect the transaction to be completed by the end of 2007.


The companies filed their Merger Agreement with the Securities and Exchange Commission on a Form
8-K on February 21, 2007.


This communication is being made in respect of the proposed business combination involving SIRIUS
and XM. In connection with the proposed transactmn, SIRIUS plans to file with the SEC a Registration
Statement on Form S-4 containing a Joint Proxy Statement/Prospectus and each of SIRIUS and XM
plan to file with the SEC other documents regarding the proposed transaction. The definitive Joint
Proxy Statement/Prospectus will be mailed to stockholders of SIRIUS and XM. INVESTORS AND
SECURITY HOLDERS OF SIRIUS AND XM ARE URGED TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS AND OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY IN THEIR
ENTIRETY WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT
INFORMATION ABOUT THE PROPOSED TRANSACTION. Investors and security holders will be able to
obtain free copies of the Registration Statement and the Joint Proxy Statement/Prospectus (when
available) and other documents filed with the SEC by SIRIUS and XM through the web site maintained
by the SEC at www.sec.gov. Free copies of the Registration Statement and the Joint Proxy
Statement/Prospectus (when available) and other documents filed with the SEC can also be obtained
by directing a request to Sirius Satellite Radio Inc., 1221 Avenue of the Americas, New York, NY
10020, Attention: Investor Relations or by directing a request to XM Satellite Radio Holdings Inc.,
1500 Eckington Place, NE. Washington, DC 20002, Attention: Investor Relations.


SIRIUS, XM and their respective directors and executive officers and other persons may be deemed to
be participants in the solicitation of proxies in respect of the proposed transaction. Information
regarding SIRIUS’ directors and executive officers is available in its Annual Report on Form 10-K for
the year ended December 31, 2005, which was filed with the SEC on March 13, 2006, and its proxy
statement for its 2006 annual meeting of stockholders, which was filed with the SEC on April 21,
2006, and information regarding XM’s directors and executive officers is available in XM’s Annual
Report on Form 10-K, for the year ended December 31, 2005, which was filed with the SEC on March
3, 2006 and its proxy statement for its 2006 annual meeting of stockholders, which was filed with the
SEC on April 25, 2006. Other ~nformation regarding the participants in the proxy solicitation and a
description of their direct and indirect interests, by security holdings or otherwise, will be contained in
the Joint Proxy Statement/Prospectus and other relevant materials to be filed with the SEC when they
become available.


Sirius
Subscriber Data,


Dollars


Subscribers


Satellite Radio Inc, and Subsidiaries
Metrics and Other Non-GAAP Financial Measures


in thousands, unless otherwise stated)
(Unaudited)


For the Three Months For the Years
Ended December 31, Ended December 31,
2006 2005 2006 2005


Beginning subscribers 5,119,308 2,173,920 3,316,560 1,143
Net additions 905,247 1,142,640 2,707,995 2,173


Ending subscribers 6,024,555 3,316,560 6,024,555 3,316


Retail 4,041,826 2,465,363
OEM 1,959,009 823,693
Hertz 23,720 27,504


Ending subscribers 6,024,555 3,316,560


Retail 559,312 900,645
OEM 348,935 241,705
Hertz (3,000) 290


Net additions 905,247 1,142,640


4,041,826 2,465
1,959,009 823


23 720 27
6,024 555 3,316


1,576 463 1,554
1,135 316 620


(3 784) (i
2,707 995 2,173


258
302
560


363
693
504
560


108
224
O3O)
302


Metrics:


Gross subscriber


For the Three Months For the Years
Ended December 31, Ended December 31,
2006           2005              2006           2005
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additions 1,234,576 1,266,674 3,758,163 2,519,301
Deactivated


subscribers 329,329 124,034 1,050,168 345,999
Free cash flow


(i) (6) $30,409 $ (62,551) $(500,715) $(333,922)
Average monthly


churn (2)(6) 2.0% 1.5% 1.9% 1.5%
SAC per gross subscriber


addition (3)(6) $103 $113 $114 $139
Customer service and


billing expenses
per average
subscriber (4)(6) $1.49 $2.66 $1.24 $2.10


Total revenue $193,380 $80,004 $637,235 $242,245
Monthly ARPU:


Average monthly subscriber
revenue per subscriber
before effects of Hertz
subscribers and
mail-in rebates            $10.48 $10.76 $10.63 $10.78


Effects of Hertz
subscribers 0.05 0.03 0.05 0.04


Effects of mail-in
rebates (0.14) (1.77) (0.23) (0.76)


Average monthly
subscriber revenue
per subscriber 10.39 9.02 10.45 10.06


Average monthly net
advertising
revenue per
subscriber 0.53 0.40 0.56 0.28


ARPU (5) (6) $10.92 $9.42 $ii.01 $10.34


Sirius Satellite Radio Inc. and Subsidiaries
Subscriber Data, Metrics and Other Non-GAAP Financial Measures - Continued


(Dollars in thousands, unless otherwise stated)
(Unaudited)


Adjusted Loss from Operations:
For the Three Months
Ended December 31,
2006 2O05


For the Years
Ended December 31,
2006           2005


Net loss $(245,597) $(311,389) $(1,104,867) $(862,997
Impairment loss - 10,917
Depreciation 27,495 24,915 105,749 98,555
Stock-based compensation 42,625 46,196 437,918 163,078
Other income (expense) 8,512 13,378 35,078 31,546
Income tax expense ]56 631 2,065 2,311


Adjusted loss from
operations (7) $(166,809) $(226,269) $(513,140) $(567,507


Adjusted Net Loss and Adjusted Net Loss per Share:


For the Three Months For the Years
Ended December 31, Ended December 31,
2006 2005 2006 2005


Net loss $(245,597
Impairment loss
Stock-based


compensation 42,625
Adjusted net loss (8)    $(202,972
Net loss per share (basic


and diluted) $(0.17
Impairment loss
Stock-based compensation    0.03


Adjusted net loss per share
(basic and diluted) (8)    $(0.14


$(311,389) $(1,104,867) $(862,997
10,917


46,196 437,918 163,078
$(265,193) $(656,032) $(699,919


$(0.23) $(0.79) $(0.65
0.01


0.03 0.31 0.12


$(0.20) $(0.47) $(0.53
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Weighted average common
shares outstanding
(basic and diluted)     1,413,866 1,335,650 1,402,619 1,325,739


Sirius Satellite Radio Inc. and Subsidiaries
Subscriber Data, Metrics and Other Non-GAAP Financial Measures - Continued


(Dollars in thousands, unless otherwise stated)
(Unaudited)


Condensed Consolidated Statements of Operations:


For the Three Months For the Years
Ended December 31, Ended December 31,
2006          2005               2006           2005


Total revenue $193,380 $80,004 $637,235 $242,245


Operating expenses:
Satellite and


transmission 7,152
Programming and content 64,843
Customer service


and billing 23,919
Cost of equipment 22,105
Sales and marketing 85,113
Subscriber acquisition


costs
General and


administrative 23,224


7,147 39,229 27,856
35,018 230,215 98,607


20,007 68,137 46,653
7,446 35,233 11,827


63,049 222,492 170,592


121,046 145,180 419


16,913 87


716 349,641


538 59,831


Engineering, design and
development                 12,787


Depreciation                 27,495
Stock-based compensation 42,625
Total operating


expenses                   430,309
Loss from operations       (236,929)


Other income (expense)     (8,512)
Loss before income taxes (245,441)


Income tax expense (156)
Net loss $(245,597)


11,513 58
24,915 105
46,196 437


377,384      1
(297,380) (i


(13,378)
(310,758) (i


(631)
$(311,389) $(i


704
067
(35
102


(2
104


732 44,745
749 98,555
918 163,078


959 1,071,385
724) (829,140)
078) (31,546)
802) (860,686)
065) (2,311)
867) $(862,997)


Sirius Satellite Radio Inc. and Subsidiaries
Consolidated Statements of Operations
(In thousands, except per share data)


(Unaudited)


Revenue:
Subscriber revenue,


including effects of
mail-in rebates


Advertising revenue,
net of agency fees


Equipment revenue
Other revenue


Total revenue
Operating expenses
(excludes depreciation
shown separately below)
Cost of services:


Satellite and
transmission


Programming and content
Customer service and
billing


Cost of equipment
Sales and marketing


For the Three Months For the Years
Ended December 31, Ended December 31,
2006 2005 2006 2005


$167,210 $67,816     $575,404     $223,615


8,451
16,431


1,288
193,380


3,037
8,97]


180
80 004


(i):


31,044 6,131
26,798 12,271


3,989 228
637,235 242,245


7,518 7,634 41,797 29,798
89,478 39,694 551,989 118,076


24,086 20,151 68,949 47,202
22,105 7,446 35,233 11,827
89,778 74,850 242,035 212,741
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Subscriber acquisition
costs 122,196 163,774 451,614 399,350


General and
administrative 34,205 22,891 137~466 87,555


Engineering, design
and development 13,448 16,029 70,127 66,281


Depreciation 27,495 24,915 105,749 98,555
Total operating expenses 430,309 377,384 1,704,959 1,071,385


Loss from operations (236,929) (297,380) (1,067,724) (829,140)
Other income (expense):


Interest and investment
income 6,760 9,956 33,320 26,878


Interest expense, net of
amounts capitalized (15,327) (17,142) (64,032) (45,361)


Loss from redemption
of debt - (6,214)


Equity in net loss
of affiliate                      - (6,]99) (4,445) (6,938)


Other income 55 7 79 89
Total other income


(expense) (8,512) (13,378) (35,078) (31,546)
Loss before income


taxes (245,441) (310,758) (1,102,802) (860,686)
Income tax expense (156) (631) (2,065) (2,311)
Net loss $(245,597) $(311,389) $(1,104,867) $(862,997)


Net loss per share
(basic and diluted) $(0.17) $(0.23) $(0.79) $(0.65)


Weighted average common
shares outstanding
(basic and diluted)     1,413,866 I~335,650 1,402,619 1,325,739


Sirius Satellite Radio Inc. and Subsidiaries
Consolidated Statements of Operations - continued


(In thousands)
(Unaudited)


For the Three Months
Ended December 3],
2006 2005


For the Years
Ended December 31,


2006             2005


(i) Amounts related to
stock-based compensation
included in other operating
expenses were as follows:


Satellite and
transmission $366 $487 $2,568


Programming and content 24,635 4,676 321,774
Customer service and
billing 167 144 812


Sales and marketing 4,665 11,801 19,543
Subscriber acquisition


costs 1,150 18,594 31,898
General and administrative 10,981 5,978 49,928
Engineering, design


and development 661 4,516 11,395
Total stock-based


compensation $42,625 $46,196 $437,918


$1,942
19,469


549
42,149


49,709
27,724


21,536


$163,078


Sirius Satellite Radio Inc. and Subsidiaries
Balance Sheet Data


(In thousands)
(Unaudited)


Cash, cash equivalents and marketable
securities


Restricted investments
Working capital


AS of December 31,
2006 2005


$408,921 $879,257
77,850 107,615


(257,799) 404,481
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Total assets
Long-term debt
Total liabilities
Accumulated deficit
Stockholders’ (deficit) equity


1,658,528
1,068,249
2,047,599


(3,833,720)
(389,071)


2,085,362
1,084,437
1,760,394


(2,728,853)
324,968


Sirius Satellite Radio Inc. and Subsidiaries
Statements of Cash Flows


(In thousands)
(Unaudited)


For the Three Months For the Years
Ended December 31, Ended December 31,
2006 2005 2006 2005


Cash flows from
operating activities:


Net loss
Adjustments to reconcile


net loss to net cash
provided by (used in)
operating activities:


Depreciation
Non-cash interest expense
Provision for doubtful


accounts
Non-cash equity in net


loss of affiliate
Non-cash loss from


redemption of debt
Loss on disposal of


assets
Impairment loss
Stock-based


compensation
Deferred income taxes
Changes in operating


assets and liabilities:
Marketable securities
Accounts receivable
Inventory
Prepaid expenses and


other current assets
Other long-term assets
Accounts payable and


accrued expenses
Accrued interest
Deferred revenue
Other long-term


liabilities
Net cash provided by


(used in) operating
activities


Cash flows from
investing activities:
Additions to property


and equipment
Sales of property and


equipment
Purchases of restricted


and other
investments


Release of restricted
investments


Purchases of
available-for-sale
securities


Sales of
available-for-sale
securities


$(245,597)


27,495
775


1,826


772


42 625
156


(8 724)
i0 477


(28 ].15)
2 343


102 299
ii 699


105 334


$ (311,389) $(I,104,867) $ (862, 997)


24,915 105,749 98,555
804 3,107 3,169


1,017 7,513 4,311


6,199 4,445 6,938


- 712


742 1,661 1,028
10,917


46,196 437,918 163,078
631 2,065 2,311


(18,985) (14
(916) (20,246


(]4,516) (62,679
3,760 (19,331


108,721 33,519
11,472 1,239


129,142 181,003


16
(28 440)


(6 329)


(29 129)
6 476


145 052
17 813


210,947


Ii 503 17 3,452 (3,505)


(414,549)(12,190)


(31,939)


7


(18,422)


(20,200)


(99,827)


127


(12,339)


26,000


(123,500)


229,715


34 868


(5,459)


4


1,000


(5,OO0)


28,375 27,000


(269,994)


(49,888)


72


(25,037)


10,997


(148,900)


36,935


http://investor.sirius.corn/releaseprint.cfm?releaseid=231374 7/19/2007







Investor Relations - Printer Friendly Release Page 10 of 14


Net cash provided by
(used in)
investing activities 18,920


Cash flows from
financing activities:
Proceeds from issuance


of long-term debt, net
Redemption of debt
Proceeds from exercise


of stock options 21,757
Other


Net cash provided by
financing activities 21,757


Net increase (decrease)
in cash and cash


equivalents 75,545
Cash and cash equivalents


at the beginning of
period


Cash and cash equivalents
at the end of period


(43,554) 20,176 (175,821)


7,418 25,787


493,005
(57,609)


18,543
(8)


7,418 25,787 453,931


(48,326) (368,586) 8,116


317,876 810,333 762,007     753,891


$393,421 $762,007 $393,421    $762,007


FOOTNOTES TO PRESS RELEASE AND TABLES FOR NON-GAAP FINANCIAL MEASURES


This press release, including the selected financial information above, includes the following non-GAAP
financial measures: free cash flow; average monthly churn; SAC per gross subscriber addition;
customer service and billing expenses per average subscriber; average monthly revenue per
subscriber, or AP, PU; adjusted loss from operations; adjusted net loss; and adjusted net loss per
share. The definitions and usefulness of such non-GAAP financial measures are as follows (dollars in
thousands, unless otherwise stated):


(i) SIRIUS defines free cash flow as cash flow from operating activities,
capital expenditures and restricted and other investment activity.
Free cash flow is calculated as follows:


Net cash provided by (used
in) operating activities


Additions to property and
equipment


Restricted and other
investment activity


Free cash flow


For the Three Months For the Years
Ended December 31, Ended December 31,


2006          2005           2006             2005


$34,868 $(12,190) $(414,549) $(269,994)


(5,459) (31,939) (99,827) (49,888)


1,000 (18,422) 13,661 (14,040)


$30,409 $(62,551) $(500,715) $(333,922)


(2) SIRIUS defines average monthly churn as the number of deactivated
subscribers divided by average quarterly subscribers.


(3) SIRIUS defines SAC per gross subscriber addition as subscriber
acquisition costs, excluding stock-based compensation, and margins
from the direct sale of SIRIUS radios and accessories divided by the
number of gross subscriber additions for the period. SAC per gross
subscriber addition is calculated as follows:


Subscriber acquisition
costs


Less: stock-based
compensation


Add: margins from direct
sale of SIRIUS radios and


For the Three Months
Ended December 31,


2006          2005


$122,196    $163,774


1,150)    (18,594)


For the Years
Ended December 31,
2006 2005


$451,614    $399,350


(31,898)     (49,709)
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accessories                        5,674 (I,525) 8,435 (444)
SAC $126,720 $143,655 $428,151 $349,197


1,234,576 1,266,674 3,758,163 2,519,301
Gross subscriber additions
SAC per gross subscriber


addition $303 $113 $114 $139


(4) SIRIUS defines customer service and billing expenses per average
subscriber as total customer service and billing expenses, excluding
stock-based compensation, divided by the daily weighted average number
of subscribers for the period.


(5) SIRIUS defines ARPU as the total earned subscriber revenue and net
advertising revenue divided by the daily weighted average number of
subscribers for the period. ARPU is calculated as follows:


For the Three Months For the Years
Ended December 3], Ended December 31,


2006 2005 2006 2005


Subscriber revenue $167,210 $67,816 $575,404 $223,615
Net advertising revenue 8,451 3,037 31,044 6,131
Total subscriber and net


advertising revenue $175,661 $70,853 $606,448 $229,746
Daily weighted


average number
of subscribers 5,361,322 2,505,580 4,591,693 1,851,149


ARPU $10.92 $9.42 $ii.01 $10.34


(6)


(7)


SIRIUS believes free cash flow; average monthly churn; SAC per gross
subscriber addition; customer service and billing expenses per average
subscriber; and ARPU provide meaningful supplemental information
regarding operating performance and liquidity and are used for
internal management purposes; when publicly providing the business
outlook; as a means to evaluate period-to-period comparisons; and to
compare the company’s performance to that of its competitors. SIRIUS
also believes that investors use current and projected metrics to
monitor performance of the business and make investment decisions.


SIRIUS believes the exclusion of stock-based compensation expense in
the calculations of SAC per gross subscriber addition and customer
service and billing expenses per average subscriber is useful given
the significant variation in expense that can result from changes in
the fair market value of SIRIUS common stock, the effect of which is
unrelated to the operational conditions that give rise to variations
in the components of subscriber acquisition costs and customer service
and billing expenses. Specifically, the exclusion of stock-based
compensation expense in the calculation of SAC per gross subscriber
addition is critical in being able to understand the economic impact
of the direct costs incurred to acquire a subscriber and the effect
over time as economies of scale are reached.


These non-GAAP financial measures are used in addition to and in
conjunction with results presented in accordance with GAAP. These non-
GAAP financial measures may be susceptible to varying calculations;
may not be comparable to other similarly titled measures of other
companies; and should not be considered in isolation, as a substitute
for, or superior to measures of financial performance prepared in
accordance with GAAP.


SIRIUS refers to net loss before taxes; other income (expense) -
including interest and investment income, interest expense, loss from
redemption of debt and equity in net loss of affiliate; depreciation;
impairment charges; and stock-based compensation expense as adjusted
loss from operations. Adjusted loss from operations is not a measure
of financial performance under GAAP. The company believes adjusted
loss from operations is a useful measure of its operating performance.
The company uses adjusted loss from operations for budgetary and
planning purposes; to assess the relative profitability and on-going
performance of consolidated operations; to compare performance from
period to period; and to compare performance to that of its
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(8)


competitors. The company also believes adjusted loss from operations
is useful to investors to compare operating performance to the
performance of other communications, entertainment and media
companies. The company believes that investors use current and
projected adjusted loss from operations to estimate the current or
prospective enterprise value and make investment decisions.


Because the company funds and builds-out its satellite radio system
through the periodic raising and expenditure of large amounts of
capital, results of operations reflect significant charges for
interest and depreciation expense. The company believes adjusted loss
from operations provides useful information about the operating
performance of the business apart from the costs associated with the
capital structure and physical plant. The exclusion of interest
expense and depreciation is useful given fluctuations in interest
rates and significant variation in depreciation expense that can
result from the amount and timing of capital expenditures and
potential variations in estimated useful lives, all of which can vary
widely across different industries or among companies within the same
industry. The company believes the exclusion of taxes is appropriate
for comparability purposes as the tax positions of companies can vary
because of their differing abilities to take advantage of tax benefits
and because of the tax policies of the various jurisdictions in which
they operate. The company also believes the exclusion of stock-based
compensation expense is useful given the significant variation in
expense that can result from changes in the fair market value of the
company’s common stock. Finally, the company believes that the
exclusion of equity in net loss of affiliate (SIRIUS Canada Inc.) is
useful to assess the performance of its core consolidated operations
in the continental United States. To compensate for the exclusion of
taxes, other income (expense), depreciation, impairment charges and
stock-based compensation expense, the company separately measures and
budgets for these items.


There are material limitations associated with the use of adjusted
loss from operations in evaluating the company compared with net loss,
which reflects overall financial performance, including the effects of
taxes, other income (expense), depreciation, impairment charges and
stock-based compensation expense. The company uses adjusted loss from
operations to supplement GAAP results to provide a more complete
understanding of the factors and trends affecting the business than
GAAP results alone. Investors that wish to compare and evaluate the
operating results after giving effect for these costs, should refer to
net loss as disclosed in the unaudited consolidated statements of
operations. Since adjusted loss from operations is a non-GAAP
financial measure, the calculation of adjusted loss from operations
may be susceptible to varying calculations; may not be comparable to
other similarly titled measures of other companies; and should not be
considered in isolation, as a substitute for, or superior to measures
of financial performance prepared in accordance with GAAP.


SIRIUS refers to adjusted net loss and adjusted net loss per share as
net loss and net loss per share excluding impairment charges and
stock-based compensation expense. Adjusted net loss and adjusted net
loss per share are not measures of financial performance under GAAP.
The company believes adjusted net loss and adjusted net loss per share
are useful to investors to compare its operating performance to the
performance of other communications, entertainment and media
companies. The company believes the exclusion of impairment charges
is appropriate for comparability purposes as the existence, amount and
timing of impairment charges can vary period to period and can vary
widely across different industries or among companies within the same
industry. The company also believes the exclusion of stock-based
compensation expense is useful given the significant variation in
expense that can result from changes in the fair market value of the
company’s common stock.


There are material limitations associated with the use of adjusted net
loss and adjusted net loss per share in evaluating the company
compared with net loss and net loss per share, which reflects overall
financial performance, including the effects of impairment charges and
stock-based compensation expense. The company uses adjusted net loss
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and adjusted net loss per share to supplement GAAP results to provide
a more complete understanding of the factors and trends affecting the
business than GAAP results alone. Investors that wish to compare and
evaluate the operating results after giving effect for these costs,
should refer to net loss and net loss per share as disclosed in the
unaudited consolidated statements of operations. Since adjusted net
loss and adjusted net loss per share are non-GAAP financial measures,
the calculation of adjusted net loss and adjusted net loss per share
may be susceptible to varying calculations; may not be comparable to
other similarly titled measures of other companies; and should not be
considered in isolation, as a substitute for, or superior to measures
of financial performance prepared in accordance with GAAP.


About SIRIUS


SIRIUS, "The Best Radio on Radio," delivers more than 130 channels of the best programming in all of
radio. SIRIUS is the original and only home of 100% commercial free music channels in satellite radio,
offering 69 music channels. SIRIUS also delivers 65 channels of sports, news, talk, entertainment,
traffic, weather and data. SIRIUS is the Official Satellite Radio Partner of the NFL, NASCAR, NBA and
NHL, and broadcasts live play-by- play games of the NFL, NBA and NHL, as well as live NASCAR races.
All SIRIUS programming ~s avadable for a monthly subscription fee of only $12.95.


SIRIUS Internet Radio (SIR) is a CD-quality, Internet-only version of the SIRIUS radio service,
without the use of a radio, for the monthly subscripbon fee of $12.95. SIR delivers more than 75
channels of talk, entertainment, sports, and t00% commercial free music.


SIRIUS products for the car, truck, home, RV and boat are available in more than 25,000 retail
locations, ~nclud~ng Best Buy, Circuit City, Crutchfield, Costco, Target, WaI-Mart, Sam’s Club,
RadioShack and at shop.sirius.com.


SIRIUS radios are offered in vehicles from Audi, Bentley, BMW, Chrysler, Dodge, Ford, Infiniti, Jaguar,
Jeep(R), Land Rover, Lexus, Lincoln, Mercury, Maybach, Mazda, Mercedes-Benz, MINI, Mitsubishi,
Nissan, Rolls Royce, Scion, Toyota, Volkswagen, and Volvo. Hertz also offers SIRIUS in its rental cars
at major locations around the country.


Click on _w_ww.s_i_r~us~c_o~_to listen to SIRIUS live, or to purchase a SIRIUS radio and subscription.


Any statements that express, or involve discussions as to, expectations, beliefs, plans, objectives,
assumptions, future events or performance with respect to SIRIUS Satellite Radio Inc. are not
historical facts and may be forward-looking and, accordingly, such statements involve estimates,
assumptions and uncertainties which could cause actual results to differ materially from those
expressed in any forward-looking statements. Accordingly, any such statements are qualified in their
entirety by reference to the factors discussed in our Annual Report on Form 10-K for the year ended
December 31, 2005 and Quarterly Reports on Form 10-Q for the quarters ended June 30, 2006 and
September 30, 2006 filed with the Securities and Exchange Commission. Among the key factors that
have a direct bearing on our operational results are: our dependence upon third parties, including
manufacturers of SIRIUS radios, retailers, automakers and programming partners, our competitive
position and any events which affect the useful life of our satellites.


E-SIRI


Contact Information for Investors and Financial Media:


Paul Blalock
SIRIUS
212.584.5174
pblalock@siriusradio.com


Hooper Stevens
SIRIUS
212.901.6718
hstevens@siriusradio.com


SOURCE SIRIUS Satellite Radio


Paul Blalock, +1-212-584-5174, pblalock@siriusradio.com, or Hooper Stevens,
+1-212-901-6718, hstevens@siriusradioocom, both of SIRIUS
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Progress Report


XM Satellite Radio Holdings Inc. (Cl A) (XMSR-NASDAQ)
Q1 EPS Helped by Lower Marketing Costs as Sub Growth Slows


Investment Highlights


XM announced financial results for Ql/07 that included EPS for the quarter of
$(0.40), much better than our $(0.50) estimate and close to the $(0.39) consensus
mean expectation. The variance from our expectations largely reflected the soft
subscriber gains, which had positive implications for immediate financial results.


¯ Our full-year estimate for 2007 remains $(2.00), a larger loss per share than the
$(1.72) consensus mean. Our full year estimate for 2008 is $(1.10), fairly close to
the $(1.14) consensus mean.


XM’s guidance included full-year subscriber expectations and revenue levels fairly
close to our current modeling values. Year-end subscriber count forecast is 9.0
million to 9.2 million (our estimate is 9.14 million) and subscriber revenues for the
full year are targeted at $1.0 billion, close to our estimate.


A figure of potential concern was the lower conversion rate for OEM trial
subscribers. However, the slippage was relatively moderate, at 51.5% versus
54.3% a year ago, despite the extension of the OEM plan into significantly more
cars including an increasing number of lower-priced models. The churn rate
increased to 1.78% from 1.64%. Favorably, ARPU increased slightly to $10.15
from $10.07.


The announcement of the intended merger of XM and Sirius remains the bigger
issue and management is reluctant to discuss specifics as the deal is under
consideration. The question of governmental approval looms large. One side note
is whether the companies will be able to frame some objectives with regard to
equipment and programming availability that will counter the potential inclination
on the part of consumers to put off any decision to purchase a radio from either
party while the deal consideration is underway. An immediate issue involving XM
relates to the company’s repeaters, potentially involving fines and/or necessary
actions that could hamper signal quality in major markets.


¯ Our rating remains MARKET PERFORM.


Revenue ($ mil)(est, in bold) EPS ($)(est, In bold)
FY: Dec 200...__~5 200..__~6 200.__Z7 2005 2006 2007.
Q1 102.6 208.0 264.1 -0.58 -0.60 -0.40
Q2 125 ..5 227.9 268.7 -0.70 -0.87 -0.46
Q3 153,1 240.4 278.4 -0.60 -0.32 -0.36
Q4 177.1 257.1 288.1 -1,22 -0.90 -0.79
FullYear 558.3 933.4 1,099.3 -3,07 -2.70 -2.00


Growth Rate 128.4% 67.2% 17.8% NM NM NM


PricefSales 6.6X 3.9X 3.3x P/E NM NM NM


161 North Clark Street, Suite 2950° Chicago, Illinois 60601 ¯ (312) 634-6000 ¯ Trading (800) 233-6205
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Slower Subscriber Gains Cut SAC, Help EPS


XM’s financial results for Q1/07 included EPS for the quarter of $(0.40), much better than
our $(0.50) estimate and close to the $(0.39) consensus mean expectation. The variance
from our expectations largely reflected a somewhat negative near-term issue that had
positive implications for immediate financial results.


The subscriber count gain in the first quarter was smaller than we originally forecast, with
net additions of 285,000 versus our 455,000 estimate, topping 7.8 million at the end of
the quarter. In the year-ago quarter, XM added 569,000 subscribers.


The $65 SAC, which was in line with our estimate, applied to a smaller subscriber gain,
implied lower-than-expected marketing costs, which reduced the overall loss for the
quarter. Our marketing cost estimate for the first quarter had been $135.9 million but the
actual figure came in at $92.7 million, significantly below our estimate.


Our full-year estimate for 2007 is $(2.00), a larger loss per share than the $(1.72)
consensus mean. We evaluated this in light of the new quarterly report and decided to
leave our full-year figure unchanged. Our full-year estimate for 2008 is $(1.10), fairly
close to the $(1.14) consensus mean.


XM also noted that its subscriber count has now passed 8.0 million several weeks into
the second quarter. Our subscriber count estimate for the end of the first quarter had
been 8.08 million.


As we reconsidered our estimates, we noted that XM’s guidance included full-year
subscriber expectations and revenue levels fairly close to our original modeling values.
The year-end subscriber count forecast is 9.0 million to 9.2 million (our existing estimate
was 9.13 million and we nudged it slightly to 9.14 million). Subscriber revenues for the full
year are targeted at $1.0 billion, close to our estimate, which now stands at just short of
$1.1 billion.


A figure of potential concern was the lower conversion rate for OEM trial subscribers.
However, the slippage was relatively moderate, at 51.5% versus 54.3% a year ago,
despite the extension of the OEM plan into significantly more cars including an increasing
number of lower-priced models. The churn rate increased to 1.78% from 1.64%.
Favorably, ARPU increased slightly to $10.15 from $10.07.


Opinion


The announcement of the intended merger of XM and Sirius remains the bigger issue
and management is reluctant to discuss specifics as the deal is under consideration. The
question of governmental approval looms large. One side note is whether the companies
will be able to frame some objectives with regard to equipment and programming
availability that will counter the potential inclination on the part of consumers to put off
any decision to purchase a radio from either party while the deal consideration is
underway. An immediate issue involving XM relates to the company’s repeaters,
potentially involving fines and/or necessary actions that could hamper signal quality in
major markets.


Our rating remains MARKET PERFORM. The slide in the stock in reaction to concern
that the deal will not get done likely reduces the risk on the stock. The shift to OEM as the
more important component of subscriber gains likely plays in XM’s favor. Also, the
numbers overall did not have a lot of surprises as might have been feared. The primary
variance involved the slower subscriber count gains, and management nonetheless stuck
to its guns about full year subscriber count potential. At current price levels the risk
appears reduced. However, uncertainties will likely linger, perhaps limiting the upside on
the stock until the deal issues become clearer.
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Business Description: XM Satellite Radio Holdings Inc. is a satellite radio service
company, providing music, news, talk, information, entertainment and sports
programming for reception by vehicle, home and portable radios nationwide and over the
Intemet to more than 8.0 million subscribers. The Company’s channel lineup includes
more than 170 digital channels of choice from coast to coast. XM broadcasts from its
studios in Washington, District of Columbia, New York City, including Jazz at Lincoln
Center, Oprah’s HARPO Studio in Chicago and the Country Music Hall of Fame in
Nashville. The Company has added programming to its core channel categories of music,
sports, news, talk and entertainment. Also included in the XM Radio service, at no
additional charge, are the XM customizable sports and stock tickers available to users of
certain receivers and other online services. On February 19, 2007, XM and Sirius
Satellite Radio Inc. entered into an Agreement and Plan of Merger.
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XM Satellite Radio, Inc.
Quarterly Income Statement


($000 Except Per Share Items)


Q1/07A Q2/07E Q3/07E Q4/07E 2007E


Subscribers
Net Additions


Revenues
Subscriber Revenue
Activation Revenue
Equipment Revenue
Ad Sales Revenue
Royalties & Other


7,914 8,312 8,627 9,136 9,136
285 398 315 510 1,507


236,486 243,395 254,085 262,451 996,417
4,654 3,554 3,710 3,890 15,808
5,297 4,928 4,638 4,864 19,726
7,478 8,982 8,795 9,407 34,662


10,197 7,869 7,156 7,504 32,727


Total Revenues 264,112 268,728 278,383 288,116 1,099,340


Operating Expenses
Cost of Revenue


Revenue share & royalties
Customer care and billing operations
Cost of equipment
Ad sales
Satellite & terrestrial
Broadcast & operations
Programming & content


Total Cost of Revenue


(47,426) (40,464) (40,129) (39,978) (167,998)
(27,928) (29,735) (31,041) (32,551) (121,256)
(18,277) (11,137) (11,627) (12,192) (53,233)


(3,385) (3,697) (3,859) (4,047) (14,988)
(13,882) (16,186) (17,741) (19,535) (67,344)
(16,260) (17,038) (17,786) (18,651) (69,735)
(43,952) (47,706) (52,291) (57,577) (201,525)


(171,110) (165,963) (174,474) (184,532) (696,079)


Research & development
General & administrative
Marketing
Depreciation and amortization
Total Operating Expenses


Operating Income (Loss)


(7,310) (8,041) (8,845) (9,730)
(34,185) (34,869) (35,566) (36,277)
(92,671) (123,547) (91,552) (220,731)
(46,882) (47,820) (48,776) (49,752)


(352,158) (380,239) (359,213) (501,021)


(33,926)
(140,8971
(528,501)
(193,229)


(1,592,631)


Interest income
Interest expense
Other income (expense)


(88,046) (111,511) (80,830) (212,905) (493,291)


Net Income (Loss)
Preferred Dividends


Net For Common


3,544 3,544 3,544 3,544 14,176
(27,609) (27,609) (27,609) (27,609) (110,4361
(9,643) (3,000) (3,500) (3,500) (19,6431


Basic Shares Outstanding
Diluted Shares Outstanding


(121,754) (138,576) (108,395) (240,470) (609,194)
(684) (684) (684) (684) (2,736)


(122,438) (139,260) (109,079) (241,154) (611,930)


Basic Earnings Per 5hare
Diluted EPS Calculation
Diluted EP5
EBITDA
EBITDA Per Share


305,877.7 305,877.7 305,877.7 305,877.7 305,877.7
420,877.7 420,877.7 420,877.7 420,877.7 420,877.7


(0.40) (0.46) (0.36) (0.79) (2.00)
(0.29) (0.33) (0.26) (0.57) (1.45)
(0.40) (0.46) (0.36) (0.79) (2.00)


(50,228) (66,112) (34,975) (166,074) (317,389)
(0.12) (0.16) (0.08) (0.39) (0.75)


(45,409) (60,538) (44,860) (108,158)
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XM Satellite Radio Holdings, Inc.
XMSR - NASDAQ
FY" Dec


FINANCIAL DATA
0n mllhons, except per sha~e data)


yRJYR PFD DIV NET INC
TOTAL REV EBITDA EBITDA OPER OPER NET NET AND FOR
REVS CHG INC MGN INC MGN INC MGN OTHER COMMON


$ % $ % $ % $ % $ $


Barrington Research


NET FOR
COMMON DIL


MGN EPS SHRS
% $


2002-1QA 1 8 nm (75 4) (4,225 4) (98 4)
2QA 3 8 nm (78 7) (2.049.4) (103 9)
3QA 5 6 nm (85,5) (1,558.4) (95 7)
4QA 9 0 nm (97 3) (1,081.9) (140 8)


(5,5104) (1123) (6,288.5) 5.5 (117.7) (6,5964) (156) 75.2
(2,7056) (1172) (3,0530) 5.2 (1224) (3,188.7) (1.38) 887
(1,723 2) (109 6) (1,974 9} 5 1 (114 7) (2,065.1} (1.20) 91.2
(1,564 4) (155 9) (1,731 4) 5 1 (161 0) (1,787.9) {1,75) 91 8


F02A 20 2 3686 3 (318 0) (1,575.6) (438 8) (2,174 2) (495 0) (2,452 9)


2003-1QA 13 1 631.2 (63 3) (464 8} (106 8) (818 0) (126.3) (967 5)
2QA 18.3 377 2 (95.8) (522 6) (116 8) (637.7) (161.9) (883.5)
3QA 26 9 384 7 (64 4) (64 4) (100 1) (371 8) (133 4) (495.8)
4QA 33 5 272 0 (95 5) (95 5) (130 8) (390 5) (162 9) (486 5)


F03A 91 8 354 8 (319 0) (347 5) (454 5) (495 2) (684 5) (636 9)


2004-1QA 43 0 2307 0 (78 0) (161.5) (117 9) (274 3) (170 1) (395 9)
2QA 53 0 1280 1 (107 8) (203.5) (112.9) (213 1) (170 1) (321 0)
3Q~ 65 4 1077 2 (83 5) (97 1) (100 6) (153 9) (118 0) (180 5)
4QA 83 1 823.3 (140.3) (168 7) (129.7) (156 0) (188 2) (2264)


F04A 244 4 1111 3 (389 5) (159.4) (461 0) (188 6) (646 4) (264 4)


2005-1OA 1026 1387 (71.3) (69,5) (105 3) (1026) (1199) (116,9)
2QA 1255 1368 (899) (717) (1271) (1013) (1466) (1169)
3QA 153 1 134.3 (73.8) (48,2) (109 5) (71 5) (109,5) (71 5)
4QA 1771 1131 (1994) (1126) (213 6) (120 6) (213 6) (1208)


F06A 558,3 128 4 (436 6) (78 2) (555 5) (99 5) (666 7) (119.4)


2006-1QA 208 0 102,8 (82.1) (39 5) (100 8) (48 5) (149,2) (71.8)
2QA 227,9 81 6 (163 7) (71 9) (101 7) (44 6) (229 1) (100 5)
3QA 240.4 57 0 (22 1) (9 2) (60 8) (25 3) (83,0) (34.5)
4QA 257.1 45 2 (179 4) (69 8) (139 9) (54 4) (255,5) (99.4)


F09A 933 4 67 2 (447 4) (47 9) (403 1)


20 9 (515 9} (2,555.2) (5.95) 86 7


-2,3 (124.0) (959.1) (1.26) 98 7
2.5 (154.3} (896.9} (1.38} 1194


12.2 (145.6) (541,1} (1 12) 129 7
7.2 (170.2} (500 1) 0.12) 152 3


19 6 (604 2) (658 3) (4 83) 125,2


2 4 (172 4) (401,3) (9 98) 178.9
-1 8 (168 2) (317,5) (0 84) 200,6
2 1 (120 1) (183 8) (0 59) 204 6
2 1 (190 4) (229.0) (0.93) 205 2


4,8 (651 2) (266 4) (3 30) 197.3


-2.1 (122.1) (119.0) (0.58) 210 8
-2.2 (148.8) (118.6) (0 70) 328.6
-2 1 (134,0) (87.5) (0.60) 336 9
-2.1 (270.5) (152.7) (1.22) 336.9


-1 3 (675.3) (121 0) (3 07) 303.3


-2.1 (151.4) (72.8) (0.60) 3682
-2,6 (231,7) (101.7) (0.87) 381 1
-2.4 (85,5) (355) (032) 383.4
-7,7 (263,2) (1024) (090) 4055


(43,2) (716,8) (76.8) -14 9 (731 7) (78.4) (2 70) 384 5


2007-1QA 264 1 27.0 (50,2) (19,0) (88.0) (33 3) (121 8) (46.1)
2QE 268 7 17 9 (66 1) (24 5) (111 5) (41 5) (138 6) (51 0)
3QE 278.4 15 8 (35 0) (12 5) (60 8) (29 0) (108 4) (38 9)
4QE 288 1 12,1 (166.1) (57 6) (212 9) (73 9) (240 5) (83 5)


F07E 1,099 3 17.8 (317 4) (28 9) (493


F08E 1,356 6 23 4 (88 1) (6 5) (273


-0,7 (122 4) (46 4) (0 40) 420 9
-0 7 (139 3) (51 8) (0 46) 420 9
-0 7 (109 1} (39 2) (0 36) 420 9
-0 7 (241 2} (63 7) (0 79) 420.9


(44 9)    (609.2)     (55 4) -2 7     (611 9)     (55 7) (2 00)     420 9


(20 1)     (341 1)     (25 1) -0 8     (343.8)     (25 3) (1 10)     360.0


F09E 1,619 7 19 4 111.6 6,9 (75 5) (4 7) (141 1) (8 7) -1.9 (143,9) (8 9) (0,45) 364,7


44 38 0 20F10E 1,907 2 17 8 276.6 14 5 83 5


FlIE 2,22b 6 16 7 431 4 19 4 238 3 10 6 211 6 9,5


7 2 35,2 1 8 0 10 364 7


1,3 208.8 9 4 0.60 348.7


BALANCE SHEET DATA 2005


Cash & Rest Cash (milS) 711 0
Receivables (milS) O 0
Current Assets (milS) 948 6
Current Liablht~as (milS) 764 2
Working Capital (m115) 184 4
Long-Term Debt (mdS) 1,035 6
Shrhldrs Equity (md$) 80 9
Debt/Capital (%) 92 8


2004


717 g
O0


8O4 2
411.5
392 7
948 7


86 3


2003


418 3
00


478,6
183,1
295 4
743,3
532,9
58,2


2002 2001 2000 1999


328 1825 2249 507
00 0.0 00 00


83.4 271.9 279.3 121 2
1330 1119 672 266
(49.5) 160.0 212.1 94,7
412.5 411.5 262 7 02
592.3 926,7 956 0 485 0


41 1 30 8 21 6 0 0


SELECTED DATA
I~ooK value (;~/~Sbare) 0 34 0 73 3.32 6.44 15 44 19 12 24 25
Cash (S/Share) 2 95 3.45 2 60 0,36 3.04 4,50 2 53
Earnings (S/Share) (3 07) (3 30) (4.83) (5 95) (5 13} (4 15} (2 40)
Cash Row (Ops) (S/Share) (0 56} (0 43) (1 96) (3 39) (3 39) (0 77) (1 09)
Fr~e Cash Flow (S/Share) (2,48) (2 64) (3 53) (4 62) (5.00) (1.85) (2 44)
EBITDA (S/Share) (1 44) (2 10) (2 55) (3,53) (3.98) (1.56) (1.90)
Return on Avg Equity (%) (574 8) (187 7) (103.9) (65,2) (30.2) (7 2) (7.6)
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Barrington Research r~ings for XMSR (XM SATELLITE RADIO HLD(3S INC)
Closing Price Apt 27, 2007:$11.98


06/18/04 ]1o.1,’11/05 04/27/05 10/26/05 01/05/08 Io2/1e/08 04/27/06 02/23/07 I
0:$22,83 /10:$33.74 0:$28.35 110:$:31,21 0:827.29 10:823.98 0:820.8 0:$15.1 IT:N/A liT: $3,8 liT: $3,7 JIT:N/A, I[T:t,V~; liT:N/A, IIT:N/A, ItT:N/A,


, i~" ,, ~__, zig.,        .~     .~ ~          . , r      , ~ 33


J~" O~ 72005 Ap~ dul 70~ 20~ Apt ’,dul O~ 2007 Apt 8


0:$36.2 0:$31 g 11o:$35.e3 0:$28.14 I0 $28.99 1/0:$22.2 11MP:~14.35 MP:814.32
T: ~52 T’N/A liT: $~ T: ~36 IT: ~8 liT: ~28 IIT:N/A T:N/A


Legend: @
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Sinus Satelhte Radio Inc (SIRI)
Q1 2007 Earnings Call
May1 2007 8 00 am ET


Execuhves


Paul Blalock - Sen~or Vice President, investor Relations
Mel Karmazm - Chief Executive Officer
James E Meyer - President. Sales and Operations
Scott A Greensteln - President, Entertainment and Sports


Dawd J Freer - Chief Financial Officer. Execuhve Vice President


Analysts


Larame Mallolrll - Melrlll Lynch
Lucas B~nder - UBS
Robert Peck - Bear Stearns
Clbora Ghuta - Lehman Brothers
Kit Spnng - S[del N~colaus
Eileen Furukawa - C~t~group
Thomas Eagan - Oppenhem~er
Dawd Bank - RBC Capital Markets


Presentation


Operator


Good day, eve~’yone and welcome to the Sinus Satellite Radio first quarter 2007 financial and operating results conference
call Today’s conference Is being recorded At this time, I would hke to tula the conference over to Paul Blalock. Senior Vice
President of investor Relations. Mr Blalock. please go ahead.


Paul Blalock


Thanks, Peter. Good mormng, everyone, and thal-=k yoe for ya~w participation This morning, Mel Karmazm, our CEO, joined by
Jim Meyer President of Operations and Sales and Scott Gleensteln, President of Entertall]melll alld Sports. will review our
first quarter 2007 operations and our outlook for 2007 Dawd Freer, our Chief Financial Officer, wilt then discuss our financial
results and our guidance for 2007 as outhned in our press release this morning


At the coecluslon of our prepared remarks management will be glad to lake your qeestlons


I would hke to remind everyene that certain statements made during this call might be forward-looking statements as that term
~s dehned ~n the Pnvate Securities Litigation Refom~ Act of 1995 These and all forward-looking statements are based on
management s current beliefs and expectations and necessarily depend on assumptions, data or methods that may be
incorrect or imprecise Such forward-looking statements are subject to risks and uncertainties that could cause actual results to
differ materially More Inforrnatlon about these risks and uncertainties is contained in SIRIUS’ SEC filings We caution listeners
not to rely unduly on forward-looking statements and disclaim any intent or obligation to update them


I w II now hand he call over to Mel Karmaz a for his openleg remarks.


Mel Karmazin


Thanks, Paul Good moming and thank you all for joining us. 2007 Is
off to a great start for Sirius Healthy subscriber growth of
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approximately 557,000 net additions in the first quarter drove a 61%
increase in our ending subscriber base from last year. Sirius now has
approximately 6 6 million subscribers and we are well on our way to
meeting our 200/’ outlook for more than 8 million subscribers at the
end of the year.


In Q1 alone, we added more than double the number of subscribers
that we d~d in our first year of operation


Tech-Stock Pro.spector seeks out
promising small- and large-cap
technology stocks offering a
combination of growth and value. The
research service is made up of Daily
Online Updates at
TechStockProspector,com, Action
Alert e-mails and a 12-page monthly
newsletter.


Editor Robert DeFrancesco, formerly
senior writer at Louis Rukeyser’s Wall


Street, has covered the tech market for
15 years. He uses both fundamental
and technical analysis to put together
two long-term model portfolios. Tech-
Stock Prospector also offers Trading
Ideas and maintains a Watch List of
potential additions to the portfolios.


To sponsor a Seeking Alpha transcupt
click h~!re


In the first quarter, Sinus added 66% of total sateltite radio segment
net addlfions, and io the feted segment Sinus represented a 76%
share TNs is the sixth consecutive quarter where Sidus has attracted
the majority of the satellite radio segment subscnber net additions It
is also interesting to note that m the first quarter of 2007, Sinus
captured the malonty of gross subscnber additions in the segment.
marking the second consecutive quarter for that milestone.


Jim w~ll take yoe through in more doted =n a few minutes, but I would
like to h~ghl~ght our progress m the OEM channel During the last few
weeks, numerous announcements have been made by our
automakers, including I.mcoln, Mttsublshl, Audl, [.and Rover, and
MmL making Sinus standard m additional rnodels


Last week, Mercedes anaounced that Sinus is targeted to be installed
in 80% of their auto :oenetratmn this year and 90% of their auto
production next year and more than 90% m 2009 These recent
announcement.~ dramatically exceed prevmusly established
installation targets and m my view represent a very positive s~gnal for
our coetlnued growth


Overall. our exclusive OEM partners are dramatically ramping the
number of vehicles in which Sidus service ts Included Just two years
ago in 2005, our exclusive partners =ncleded Sinus in roughly 10% of
their vehicle production. Last year =n 2006, Sinus was ~ncluded in 23%


of their total veNcle production, and ~n 2007 we expect to be included m approximately 3-’1% of production. So you con easily
see how ~mportant the recent annouecernents like Mercedes will be for the future


On the retail front Sinus captured a remarkable 76% (ff the satelhte radio segment retail subscriber additions during the first
quarter of 2007 TNs is the highest share in our history. On the programming front, we conhnue to cost-effectively add
compelling new programrn=ng Scott w~ll take you through the Nghl=ghts in a few moments, but obwously we are very pleased
with the response we are seeing from new in{ttafives, such as NASCAR, the recently launched Smatra channel, and the
upcomalg launch of the Jamle Foxx channel


On the finnnclal front, first quarter results clearly demonstrate that Sirius is scaling the business, managing our costs and
accomphshmg our goals W~th more than $200 m~lhon m first quarter revenue, we are well-postfioned to approach the $1 billion
In revenue this year We are the fastest growing radio company in the United States


It is also apparent that we are focused on controlling costs On a hne by line bas~s our income statement ~s scaling and costs
are decreasing as a percentage of revenue SAC improved and is Oll track for our full-year guidance of $95 Overall chum was
2 3%, tn the middle of the range we expect for the full year of 2 2% to 2


Sirius reported a 68% improvement in our repealed not loss from last year. reflecting a $0 10 loss this year versus last year’s
$0 33 loss. as stock-based cornpensahon dectmed 91% from last year


Overall Sinus had a solid first quarter It Is important to note that demand for Sinus continues to be strong and our financial
performance ~s on track and we are executing very well and on our business plan


James E. Meyer


Thanks, Mel F~rst quarter 2007 was very successful for Sinus Our goal for 2007 was to maintain our leadership position and
Sloes accomplished that goal, captunng 66% total satellite radio segment share We added 988,000 gross subscnber additions
m the first quarter, up shghtly from total gross additions last year F~rst quarter 2007 net additions of 556.000 were comprised
of approximately 365.000 net additions from our OEM partners and approximately 193,000 after market net additmns


Churn was 2 3% for the quarter, consistent with our guidance for full-year churn at 2 2% to 2 4%
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Turamg first to the after market sector, the 193,000 net additions for the first quarter are clearly below last year’s strong
momentucn resulting from the arrival of Howard Stern However. Sinus’ share of the satelhte radio after market segment was
76%, the h~ghest in our history


In the first quarter, we achieved our objectives m the after market and I am particularly pleased with our share improvements in
non-NPD reporting segments I believe overall Industry growth in the after market segment will continue to run at
approximately 4 mllhon gross additions for 2007 We are very focused on tills channel of distribution and continue to work wRh
our after market partners to achieve our share and growth objectives.


Now let’s turn to the gEM wodd In the first quarter S~nus added 365,000 gEM net additions, captunng 62% of total gEM net
addition share, the highest results In our history As the numbers attest dunng the first quarter, Sirius, In conjunction wtth our
gEM partners executed very well on all fronts.


Much of the first quaiter success call be attributed to pull from end users as evidenced by tllose partners marketing Sirius as a
free-flow option The great news Is that penetration rates for Sinus are exceeding initial projections and strong customer and
dealer demand for the Sirius option is driving these high penetration rates


We bet~eve that these results speak volumes about an exciting, evolving strategy with our gEM partners Through our
programmm9 promotion, and technology, Sinus is becoming a key raarkehng ~nfiuencer to the vehicle buyer The penetraboil


rates referenced eadler by Mel demonstrate this and the aggressive deployment of standard equipment programs also bear
th~s out


In the pasl few weeks, Sirius made five new standard equipment programming announcements, including Audl with six models
and Lincoln which is now including Sinus as starldard equipment in all 2008 model year satellite-ready vehicles


In addition Mercedes-Benz which not only Increased the number of vehicles offenng Sirius as standard but also is now
targeting penetration late~ across the board that will grow from 80% to over 90% ~n 2009


Our automotive partners are confidently stepping up their rofio~Jt of Sirius with packaging and promotional strategies up to and
ir~clud]ng hfetlme eubscnphon offerings, as evidenced by our Mini announcement


We are pleased Io aenouoce that starting today, Mercury will embark on a two-month national promotion prominently featurlr~g
Sirius io their models with a pald three-year subscnptlon As w~th last year’s very successful Mercury promotion, Mercury will
back this program with exteaslve national and local TV advertising, aloog with print and electronic media support We are
excited to be partnering w~th Mercury again on th~s ~etegrated campaign


Overall ~e 2007 Fold expects to more than double the number of vehicles sh~pped with factory-installed Sirius radio, from the
[~iearly 600,000 tha~ have already been shipped to date


On the technology front. S~rlus made headhnes with our collaborative backseat TV press annot,mcement with the Chrysler
Group. The first ever I~ve m-vehicle TV network w~ll launch th~s summer with 2008 model year Chrysler, Dodge and Jeep
vehicles N~ckelodeon, D~sney Channel. and Cartoon Network. the biggest names m family TV, w~ll enable us to deliver three
hve channels directly to the vehicle Backseat TV will further enhance the already exceptional Sirius entertainment expeaence
w~th Chlysler Group vehicles


Through Sinus, our automotive partners are able to differentiate their vehlctes and create unique marketing messages by
creating new offers which make it clear that Sinus continues to become more ~mportant to both the customer and the gEM
partners and dealers


During [he quarter. Sinus also launched real-tm’~e traffic with the Chrysler Group Along with Backseat TV. these emerging
programs continue to position Sinus as a compe]hog value proposdlon


guidance of ending 2007 w~th over 8 million subscribers I expect year-over-year variances In the after-market segment to


segments Success in both ~s cntlcal for achieving our ,qrowtll objectives


Now let me turn It over to Scott


Scott A Greenstein


Thanks. &m Beyond the business news articles in the first quarter, one story i emalned the same in entertainment media and
mainstream news Sirius reinforced ~ts position as the programming leader irl all of radio by delivering new personalities.
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innovative channels, and original shows, making it clear why Sirius is the best radio on radio, whereas we are sometimes
referred to as the leading provider of audio entertainment content


Competition across tile audio entertaloment )andscape continues to increase and we are driven every day to deliver fresh,


compelling programming that Is exclusive and defioltlve appeals to the many niches of our diverse Iistenershlp sad captures


the imagination of a nation of listeners


We’ve added new programming and we strengthened our existing lineup. Some highlights we are cementing our role as the
leader in sports programming As part of our excluswe NFL relationship, Sirius broadcest 10 game calls of the Super Bowl In
seven languages As part of its newly commenced NASCAR deal Sirius NASCAR radio is the best place for 24-7 NASCAR
coverage, including every race being featured on Sirius 10 race-day driver-to crew channels, where you carl hear each of the
drivers and the race sm~ultaneously. Tony Stewart Live. and the Juan Pablo Montoya Report We carned every game at the
NCAA Men s D~vis~on 1 Basketball ChampionsNp and the Women’s Final Four


W~th our unnvaled coverage of the NFL and NASCAR, not to mention the NBA and the NCAA. we single-handedly provide
sports fans with the besl sports product available for their audio hslenlng needs


In musm, we launched an exclusive channel with Frank Smatra Enterpnses Slriusly Smatra. co-cleated with the Chairman of
the Board and featunng a weekly show hosted by Frank himself through the benefits of our technology, as well as Nancy
Smatra s weekly show to complement her Dad’s efforts


We also launched two new commercial-free music channels, a punk rock channel and Lithium a 90s alternative channel. All
have been critically wel~-received All of our music channels continue te be 1[)0% commercial-free


In talk, Howard Stern celebrated his first year on salelltte radio Barbara Waiters launched her bye cali-m show to complement
having the bmadcest nghts to her extensive hbrary of interviews on Sirius, and we look forward, as Mel mentioned, to the
debut this spnng of our newest comedy channel, the Foxxhole, presented by Jam~e Foxx


We renewed our programming deal with NPR, broadcasting two channels of the best In public radio We added CNN to our
over 80 chancels we offer to Slntls Internet radio subscubers, and w~th our many stoned hosts, ranging from Howard Stern to
Barbara Waiters and many m between, we provide every one of our 12 rn~lllon listeners with their ideal radio companion


The audio entertainment world con roues to grow every day, but we }lave every confidence tiler our great content, original
programming and collection of branded assets will continue to make Sinus the beat hstenlng expeaence anywhere, and the
brand synonymous with that attribute on whatever platform Sinus appea~s


In the ma~ ketlng area we treat marketing as the public ~epresentat~on of our progran’~mlng s unnvaled quahty and breadth Our
marketing rereams preeminently important We have an efficient, effective and far-reaching campaign to launch for Father’s
Day and rote Q2 that allows us to receive and g~ve out general brand awareness and to hlghhght specific attributes of our
exclusive content


In addition we have planned certain marketing directed to niches including NASCAR marketing as we continue what we
successfully started m the first quarter with NASCAR. and other speofic marketing that targets untapped audiences
corresponding with unique Sinus prograrnmmg


Complementing such marketing efforts in a cost-effecteve manner is our nationwide publm relations outreach, which generates
hundreds of mdfions of media impressions across ou e s that range fro ’n sports and music to talk and entertainment


Public relat!ons has been from he beginning and continues to be a factor on its own, slid an efficient substitute for marketing
dollars This is In addlhon to the extensive Mercury campalgo Jim referred to earlier


In conclu£1on the best radio on radio ~s much more lhan a marketing statement for us It was bonl from our programming and
our desire te never stop glwng fisteners the best audio entertainment experience available today Better than free radio, better
then Internel radio Snlus Satelhte Radio is the audio entertainment content leader


I’ll turn ~t over to Dawd


David J Freer


Thanks, Scott As in prior calls my comments will follow the condensed operating statement in our press release, whmh
excludes the effect of stock-based compensation expenses In the individual line items This quarter, we have added a new line
item to the P&L, revenue share and royalties This should make it eas~er to look at vanable versus fixed costs and see the very
rampant progress that we are making


The first quarter put us sohdly on track to achiewng our goals for 2007 with the company addicg a very strong 556,490


http://media.seekingalpha.com/article/34119 7/19/2007







Sirius Satellite Radio Q1 2007 Earnings Call Transcript - Seeking Alpha Page 5 of 12


subscnbera, s~gnlficantly above consensus estimate Total chum. whlcb includes self-paid churn as well as non-conversions
upon budt subs, was 2 3% in the first quader right ~n the middle of our g~dance range for the year of 2 2% to 2 4% The up-
tick versus last year Is primarily attributable to the increase in our OEM subscriber mix


Our operating results are very clearly scaling Total revenue in the first quarter was up 61% to $204 mllhOn, an annualized
revenue run-rate that Is now In excess of $800 m~lhon


Our contribution margin, which is revenue less customer service and billing expenses, as well as revenue share and royalties
and cost uf equipment, continues to exceed 70% of revenue. Our fixed costs, excluding the non.cash items o! depreciation and
stock compensation In the quarter wele up only 9% compared to a 61% growth in the revenue As a result, $0.60 of every
dollar ~ncrease m revenue turned into an improvement in pre-SAC EBITDA, which was positive $19 rn~lhon for the quarter


As mentioned earlier on the call, SAC per gross add continues to improve at $104,8% better than the year-ago quarter and
keeping us on track for our full-year SAC guidance of $95 per gross add


The decline in SAC per gross add led to a 10% improvement in subscnber acquisition costs, despite the increase over last
year ~n total gross adds to 988 000


Adding it all up our firsl quarler adjusted loss from operations ~mproved by $53 million on $77 mllhon of increased revenue
That is $0 68 of ~mproved EBITDA for every dollar of incremental revenue


On the non-cash side stock comp fell 91% versus the year-ago quarter as we continue to move away flora historical contracts
of significant equity components, and all of lh~s drove the 70% ~rnprovement that you saw In net loss per share


Our free cash flow loss for the quader improved by nearly $20 mdllon year over year, and we ended the quarter with roughly
$264 million in cash cash equivalents and rnarketable securities, in addltloa to our restacted investments


To conclude, the first quarter was another milestone period for Sinus, as we added a strong number of net new subs in a cost-
effective manner, continuing to enhance the best radio on radio and made significant stndes ~n furtheeng our OEM
development


As disclosed ~n the press release, we are reiterating all of our guidance for 2007. including revenue approaching $1 billion for
the year, ending subscribers of over 8 milhon, average i’nonthly chum of approximately 2 2% to 2 4%. and SAC per gross add
of approxanately S95


With that let me tara it back lo Mel


Mel Karmazln


Thanks. David I would like to address a ceuple of additional areas. I’ve recently received questions about our pricing, so I
would hke to take this opportumty to comment on that


Sirius has kept Its monthly price at $12.95 since inception As we have said ~n the past, we have added enormous amounts of
premium content including Howard Stern, the NFL NASCAR, and we have no1 ~ncreased pace I have also said in the past
that we believe we offer a plemlum product over XM and that we can justify a higher pllce than we currently charge, if we were
only looking at XM


However we are competnlg against alternatives that are effectively priced at free Even though our content justifies a higher
price our focus Is ol~ growing satelhte radio vis-a-vis terrestnal radio, Intemet radio, iPods, content over mobile phones, and
other alternatives for audio entertainment,


Right now we have a relatively small number of people subscnblng to satelhte radio and we want that number to grow huge
The way ~o do so is by prowdmg great content at a good pnoe


To look at it another way, If we do not have enough subscribers at $12 95 how will we get them at $14 95 or higher?


Now, what I would like to do ~s take a few moments 1o discuss our pending merger with XM As you know, there has been
considerable debate m congress ~ega~ding this transaction A number of leading voices from both the House and the Senate
have opined on the meq~er We are pleased that a number of these leaders have expressed confidence that competition will
be p~ eser~ed In the audio entertamn~ent marketplace following the merger of our companies


Even though time FCC comment pe~lod hasn’t yet begun, we expect to receive endorsements from a number of prominent
organizations many of which we expect to file letters of supped with the FCC


From tbe beglnmag, we understood that th~s process would be extensive. We also expected that, hke any merger, we would
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have to demonstrate time benefit of our comb=nation to different constituencies We were prepared to do that from day one and
we are actively eegaged I1"} the process


From oar perspective, that process Is moving forward in line with our expectahon


To recap some of the Impodent steps we have already taken, on March 13th we filed our Had-Scott-Rodlno apphcation with
the DOJ On Apnl 12th we received a second request for additional information, which was expected We filed our merger
apphcat~on with the FCC oe March 20th We anticipate that the commission will issue a public notice in the near future that
sets a schedule to comment orl the merger Once the commission Issues a pubhc notice, it will trigger a commenl period
followed by a reply penod As you know, we have testified befole Congress on four occasions


All of these mdestones are melely steps in an ongoing plocess and as that process moves forward we will col]linen to
illustrate the many benefits this merger provides, including better prices and rnore chomes for consumers


In an increasingly competitive audio entertainment environment, this transaction will strengthen satelhte radio’s position within
the real ketplace wh~le maintaining robust competition m the audio entertainment market


The bottom hne is tNs. the merger of S~rius and XM ~s good for consumers, good for shareholders, and good for the audio
entertainment Industry as a whole We remain confident that the regulatory authonties will carefully weigh the merits of the
tralmsactlon and that we will be able to close the transaction by the end of the year


Let me end by saying that Sinus has a very solid business model and from our operating performance, you could see we are
executing almost flawlessly on it, not lust for the first quarter of ’07 but for the last few years Sirius wdl continue to focus on our
execution and you should expect that we will execute very well


Thank you for Joining us this morning and now we are ready to take your questions


Questmn-and-Answer Session


Operator


(Operator Instruct~ons’~


We’ll go firsl Io Larame Mancln~, Memll Lynch


Lareme Mancini - Merrill Lynch


Two questions for you, first of all. your competdor suggested that they regained some retail market share later In the quarter.
so can you d~scuse what your full-year expectation is? Do you think that they will regain some share over time, or would you
expect to stay where you are now’~


Second maybe Mel, you can comment on radio ad sales market has been pretty weak in terrestnal radio Your 1Q number
was actually lower than last year’s Do you still think there’s acceleration in the ad model or do you need to get more
subscribers before you get there’~


Mel Karmazin


We are really happy with where our market share is Obviously in the first quarter we had 76% of the net adds That is an
awesome number that we are fighting every day to maximize our share as long as It Is profitable and as long as it’s with
intelligent poc~ng, and that we continue to behove that we nre going to be the dominant brand at letall for all of this year There
inay be months where our share will fluctuate but we fully expect to have the majority of time shares at retail


On the ad sales side, first let me say that our first quarter was lower than last year predominantly for one reason Howard
Stern as you know is responsible for a significant amount of our ad revenue [ ast year, he started We had a number of
charter advertisers that were there who wanted to be part of him sNnlng on In addition. Howard’s work schedule last year
consisted of him not taking any vacation in the first quarter and him working virtually every Fnday whmh was not something he
needed to do with his contract, and we reaped the benefits of having more revenues In his show because he did more shows


I could tell you thai for the year for 2007, we are currently pacing shghtly over 20% higher than we were pacing last year and
we fully expect that our advertising revenue would accelerate


We wish that terrestrial radio was doing better because obviously we are compefil]g tel many of those same advertisers. We
are finding ourselves having to do more and more new business development in the radio eatlonat advertising front because
we are nol seeing fimat the other companies who are ~n that space are doing it, but we are very optimistic about that second
stream of revenue We would like it to be higher and we are convinced that as the year goes on, yeu are going to see
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significant ~mprovements in that number


Laraine Mancinl - Merrill Lynch


Great, aad just one clarrfication on the retail I think J~m said that you guys expect the whole rated market for satellite radio to
be about 4 m=lhon subs th~s year Would you think that you can get 60% to 70% of those numbers’>


James E. Meyer


I want to be clear here -- when I say that, I mean the after market, which =s far more than lUSt the retail segment, as you know.
It includes d~rect-to-consumer and all the non-NPD reporting as well as special markets


I think thai ()ur goal Is to be the market leader I don t think I have a comment on what our specific objective would be


Mel Karmaztn


We basically have given you guidance and the guidance says that we are going to Increase our number of subs at year-end to
over 8 m~ll~on and that is go=rig to be accomphshed by us being the mad(at leader in retail and by continuing to do the kind of


job we are doing on OEM execution


Laraina Mancini - Merrill Lynch


Thank you


Operator


We’ll go next to Lucas Binder, UBS


Lucas Binder ¯ UBS


Good morning Just e couple of qu~ck questions. Can you talk a httle bit about, on the churn side, obwously within your
guidance, what are some of the things you are doff~g to ensure that It stabilizes this year and address basically the turnover In
some of the OEM contracts, trying to make sure that you are very active w~th churn?


And then one question on ARPU, excluding the lebate and the Hertz ~mpact what Is causing the year-over-year decline? Is ~t


penetration ef family plan so you have longer life customers? Could you talk a little bit about that as well?


David J. Freer


On the ARPU side family plans are bringing ARPU down -- you did ask excluswe of the ad revenue component, is that right,
Lucas’~


Lucas Binder - UBS


Correct


David J, Frear


So the growing ameur~t of multi-race=vet subscllptlons =s going to be bringing it down. and that would be the principal reason
for it


On the churn s~de we de manage the churn =n terms of r:onve~’s~ons end self-pay We have people that are dedicated to doing
those things Separately, on the self-pay side we confinue to just try and put best practices m place There Is a lot of contact
with the customer either fi om an engagement perspective w~th the kinds of communications that go to them about what is on
the a~r as well as calls to the call (;enter Se ~t is a 1ol of fundamental blocking and tackling


We have made investments In people and systems to a~d In the analytics to see what are the, what can we predict about chum
behavior Are there =n fact stafistlcal tendencies within the group that wllJ help us understand who is more likely to chum? And
then we develep ~nlt=at~ves to go after those groups which }-lave a higher propensity to churn and see ~f we can’t in fact prevent
that


And then on the OEM side, =t =s e two-pronged attack You have to come at ~t from both the front-end as well as the beck-end
At the point ef sale at the time they are buying the car yeu really want to focus on execution at the dealer In terms of what are
they being told about satellite rad~o’~ Are they getting the demonst=at~on? Are they heanng the radio, seeing how it works In
their car? I~ the programming, the tremendous variety and quahty of the programming actually being explained to them? There
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is no better time to make that sale than when the customer is right there before the car mils over the curb. We do know that the
better the demonstration at the dealer, the more likely it is that the car buyer is likely to become a converted subscriber,


And then, on the back-end, it is working through in our automotive partners in terms of how many bmes we are able to reach
out and touch that customer. There are these days a lot of issues with respect to pmactively reaching out and selling to
customers, so the OEMs have to monitor how often they touch the customer, we have to monitor how often we do, and so we


work in very close connection with our automotive partners to optimize the communication stream with those subscribers.


Mel Karmazin


I think the secret sauce for us with chum is our programming and our content and our brand. I think that contributes to us
hawng a leading position in the chum area.


Lucas Binder - UBS


Great. Thank you very much, guys.


Operator


We’ll go next to Robert Peck, Bear Steams.


Robert Peck - Bear Stearns


David, I was wondering if you could clarify two things for us. One is, could you tell us what the OEM conversion rate is, or
maybe the percent of people who when they come off their year contracts, how many are sticking around?


Number two, could you also comment on the impact you saw from NASCAR?


After that, Mel, if you wouldn’t mind commenting a little bit on A, would you reiterate or do you reiterate your guidance for 2010
of $3 billion in revenue, $1 b=llion of free cash flow? I know you gave that guidance about a year or so ago, and given a lot has
changed, particularly a tougher resale market, can you talk to us about what gives you confidence on those estimates?


David J. Frear


On the OEM conversion rate, as we’ve said many times before, that is not something that we are going to come out and
discuss. We view it as an isolated statistic. It is something that we follow in managing the business, but the guidance we are
providing you is to total subscribers, total revenues and most importantly free cash flow.


I think that in order to make the conversion rate actionable we would start having to actually blow out the rest of the statistics in
the business, including the SAC per gross add by the individual channels and the gross adds by the individual channels. I think
it is a level of detail that we just don’t feel is appropriate to go to.


I don’t have anything further to say about the OEM conversion rate.


Mel Karmazln


Regarding the effect of NASCAR, I think if you take a look at our 76% net adds in the first quarter and our very strong position
relative to our competitor, I think you can see that we think that our content, including NASCAR, contributed to it.


Anecdotally, we have seen at a number of races in those particular markets that the Sirius product had been sold out in many
retail stores when we had a team of people down there. We think that unlike a Howard when he started on January 9th,
everybody was signing up on that day. In the case of NASCAR, we think that we are going to see that growth go throughout
the year as the races go from city to city and from different locations. We th~nk that NASCAR was a very good, very strong
programming investment to us that again is contributing not only toward our brand but toward our market share.


I think that on guidance, since we announced the merger, I think the only guidance that we are going to give is the guidance
that we have given you. I can tell you that fundamentally, my viewpoint is nothing has changed in my outlook on how I see the
company longer term.


David J. Fraar


Bob, just one more thing on the conversion rate, which I should have mentioned. Unlike our competitor, we have, our auto
makers have many different go-to-market strategies in terms of what is bundled in with the car. So we have Chrysler at a year,
we have Ford at six months, we have Mercedes at a year, we have new guys coming on with different programs next year, and
so it would be very difficult to give you a conversion rate that you could actually apply to something. It has to be applied to the
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subscriptions that are coming up for renewal and in order for the statistic to be useful for you, we’d actually have to give you a
forecast of what is coming up for renewal. I just think it kind of gets us into a level of detail that isn’t helpful.


Robert Peck - Bear Stearns


Thanks, David.


Operator


We’ll take our next question from Vijay Jayant with Lehman Brothers.


Cibora Ghuta - Lehman Brothers


Hi, this is [Cibore Ghuta] for Vijay. A couple of quick questions First of all, can you tell us what percentage of your subscriber
base now takes the family package? And do you have any plans to change pricing on the family plan?


David J. Frear


I’m sony, takes the daily package?


Cibora Ghuta - Lehman Brothers


Takes the family package?


David J. Frear


About 16%. You mean the multi-receiver plan, dght?


Clbora Ghuta - Lehman Brothers


Yes.


David J. Frear


Okay, yes, 16%.


Cibora Ghuta - Lehman Brothers


Do you have any plans to change pdcing on that plan?


Mel Karmazin


We have not announced any -- I think my comment on pdcing stands that I made at the beginning of the call.


Clbora Ghuta - Lehman Brothers


Thank you.


Operator


We’ll go next to Kit Spring, Stifel N~colaus.


Kit Spring - Stlfel Ntcolaus


Can you talk about what your conversion rates are between the higher end cars and lower end cars, and where you think you
need to be for a subscriber to deliver an appropriate ROI as far as subsidizing a radio in a new car? Thanks.


David J. Frear


We found obviously the statistics are a little bit of a random walk, so I would not say there is anything strongly correlative about
the different levels, but if you go to opposite ends of the spectrum, I think you will find the very high-priced vehicles have
stronger conversion rates than the very low-priced vehicles, but other than that directional statement, I don’t think there is
anything, any strongly correlative trend. You are not going to find it linear along the way.


What was the second part of your question, Kit?
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Kit Spring - Stlfel Nlcolaus


What conversion rate do you need for it to make sense to put it in a car -- is it 30, ~s it 50, 409


David J. Frear


Let me come at it from this perspective; we think that all of the OEM agreements we have are going to add a significant
amount of value to the business, that there isn’t anything that we are seeing in the conversion rate trends, either at XM or
within our own business that would indicate anything other than the fact that OEM is going to prey=de a signdicant upside for
shareholders.


Kit Spring - Stifel NIcolaus


Did you give the self-paying chum number?


David J. Frear


We didn’t. Thera’s really no change in it. It is tracking in the first quarter exactly consistent with the past. We have had a long
time hera with self-paid chum moving in a very tight range, and so there really isn’t anything new to say about that.


Kit Spring - Stifel Nicolaus


Thank you. Good quarter.


Operator


We’ll go next to Eileen Furukawa, Citigroup.


Eileen Furukawa - Citlgroup


On your new royalty line, it looks like it’s about 13% of revenue. Is that the same percentage of revenue you saw for this line
item in ’069 Is that where you expect it to stay around and ~s this all music royalty payments?


Also, within your first quarter results, what would you attribute, how much would you attribute to merger costs and where do
these costs show up in G&A and sales and marketing, and what do you think they are going to go forward?


My last question is on Mereedes, in your discussion with them about the new penetration amounts, what was the real primary
reason for them m your mind to increase penetration rates so high? Was it that they were just seeing higher than the expected
conversion rates or was there something else?


James E. Meyer


The Mercades conversation, I think it was pretty clear that they value the Sidus expedenca as part of their new car sale. I think
it is exactly what you said. I think their customers are finding it a part of the buying experience, and so I’m really pleased with
the way the Mercedea relationship ended up. I think it is going to be very good for us.


David J. Frear


On the revenue sharing and royalties, Eileen, it was 11% the first quarter a year ago versus 13% in this quarter. Up a little bit
for OEM mix, up a little bit for the webcaster decision, where there was an increase in royalties for the streaming s~de of the
business. And then we have accruals in there for the new agree~’~ents that get decided later this year.


On merger costs, for us they are actually in the balance sheet. We are working through the details that we think from an


accounting perspective that Sirius will be viewed as the acquirer and therefore we will be capitalizing merger costs, it was
about $5 million for the quarter.


Eileen Furukawa - Cltlgroup


On the royalties, even after the negotiation you think 13% of revenue is probably a good estimate of where you are going to be
at, given the accruals that you talked about?


David J. Frear


The revenue sham and royalties line, which also includes residuals that are paid to retailers, all of those elements are in the
13% number for the first quarter.
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Elleen Furukawa - Citlgroup


Do you expect it to trend like that going forward?


David J. Frear


I think that as the OEM business gets to be a bigger and bigger part of the business, that that’s likely to move up a little bit.


Eileen Furukawa - Citigroup


Thanks a lot.


Operator


We will go next to Thomas Eagan, Oppenheimer.


Thomas Eagan - Oppenheimer


Th~s is actually Dorothy for Tom. He wanted to know at retail, what devices did you see, if any, that stood out in terms of sales?
In particular, have you heard anything from retailers regarding consumer interest in the category specifically, and if you have
any new products that may be launching in the summer.


Mel Karmazln


Well. you know, our industry leading number one and number two selling rievicas are clearly in the $79 to $149 range. Those
are the two leading models, so it is certainly not the lowest pnced. I think ~t is fair to say I’m a little disappointed in the growth of
the wearable products. That hasn’t grown quite as fast as I would have expected and the products at around $99 have grown a
little faster than what I expected. That is where the volume ~s and how things are going.


We don’t have any comment right now on new products. You can clearly expect some. It’s just we are not going to comment
on them right now.


Operator


We’ll go next to David Bank, RBC Capital Markets.


David Bank - RBC Capital Markets


Good morning. Just a quick follow-up on some of the details you gave on the OEM penetration ramp. Thanks very much for


the clarity there, The 10 going to 23 going to 34 - are those penetrations manufacture production weighted? What is behind
that penetration number? Can you give a little bit more cladty?


David J. Frear


Sure. At the end of the day what those numbers will represent is our penetration of the vehicles that those manufacturers build
that are capable of accepting satellite radio.


David Bank - RBC Capital Markets


So on a blended basis for 2007, every one will have about a 34% penetration?


David J. Frear


No, some are much higher and some are slightly lower. Remember also we just launched our Audi VW deal and we are still
figuring out where - we are so eady on that, they are just in a ramp-up of penetretlon nght now


David Bank - RBC Capital Markets


Can you give a sense of Ford, Chrysler penetration for 2007 targets?


David J. Frear


I think we gave penetration for Chrysler in our last call, and that was that we expect the penetration to be over 40%. I am very
pleased with how we are doing with Chrysler and I have to tell you, in the quarter, we were extremely pleased with where we
ended up with Ford. I don’t Intend to give the specific number right now and can’t without their permission.
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Operator


This does conclude today’s question-and-answer session. At this time. I would like to turn the call back over to Mr. Karmazin
for any additicoal or closing remarks.


Mel Karmazin


No, we have no more remarks. Thank you all for joining us. Goodbye.


Operator


This does conclude today’s conference. Thank you for your participation.
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In-Line Results Drive Relief Rally: Maintaining Outperform
Investment Thesis. We believe extremely low expectations coupled with in-line results drove
the outperformance in the stock yesterday. Both satellite radio stocks have declined
significantly since they announced the merger primarily due to uncertain merger outcome,
limited visibility into the DOJ process, challenging retail envirom;nent, and OEM ramp only in
2H07/2008. As such, although we think the shares remain attractive for the long term investor
with an appetite for risk, investor interest likely may remain muted until there is more
visibility into the merger outcome or the YoY unit sales comps improve.


¯ In-Line Quarter. XM reported 1Q07 results that were in line with our expectations across
every metric except gross adds (which were marginally weaker) and churn (which was better
than our and street estimates).
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2007 Guidance Reiterated; Higher CPGA and Adjusted EBITDA Losses Expected.
Company reiterated sub guidance of 9-9.2 rrm, subs revs of $1 bn, CFO to improve Yo¥ in
2007, and likely positive in 2008; but increased CPGA expectation to $111-$114, and
Adjusted EBITDA losses to $(170)-$(180) mn excl merger costs. Our 2007 projections: 4.2
nm gross adds, 1.47 mn net adds, 9.1 inn ending subs, self-paid churn 1.8%, SAC $68, CPGA
$113, total ARPU $11.43, total revenues $1.1 bn, Adjusted EBITDA $(207) mn including $32
mn in merger costs, CF from ops $(120) mn.


Valuation. While XM reiterated expectation of high-teens ending subs by 2010, we have a
more conservative estimate of 12.9 mn at YE 2010. Given our more conservative stance with
respect to sub growth, we are tweaking our year-end 2007 target price to $15 from $17
previously, which is based on a DCF with WACC of 11%, and perpetual growth rate of 4%.
We underscore that our valuation merely reflects the value of the standa!one business; if the
proposed merger with Sirius were approved, the potential synergies from the merger would
drive valuations in the low-to-mid-$20/share vicinity.
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INVESTMENT THESIS
Both satellite radio stocks have declined significantly since they announced the agreement to merge as the merger outcome
remains uncertain, visibility on the merger process (especially at the more important DOJ level) remains limited, the retail
environment remains challenging, and the OEMs are likely to ramp up only towards 2H07 and going into 2008. While OEM will
determine LT valuations, NT retail outlook remains tepid. As such, although we think the shares remain attractive for the long
term investor with an appetite for risk, investor interest likely may remain muted until there is more visibility into the merger
outcome or the YoY unit sales comps improve.


On the conference call, the company reiterated its high-teens of millions ending subs guidance for 2010; we are more conservative
with a 12.9 million subs at 2010-end. Given our more conservative stance with respect to sub growth, we are tweaking our year-
end 2007 target price to $15 from $17 previously. Our DCF valuation is based on weighted average cost of capital of 11% that is
based on an equity beta of 1.76 and a growth rate in perpetuity of 4%, which offers potential annualized returns of about 40%
from current levels. Note that our valuation merely reflects the value of the standalone business; if the proposed merger with
Sirius were approved, the potential synergies from the merger would drive valuations in the low-to-mid-$20/share vicinity.


1Q07 REVIEW AND 2007 OUTLOOK
Key takeaways from the quarter include the following.


Gross adds marginally weaker, reducing 2007 estimate. Gross adds were 868k (down 13% YoY) versus our estimate
of 957k, with lower than projected gross adds from both the OEM and retail/aftermarket distribution channels. OEM and
car rental gross adds were 537k, up 9% from 491k in the year ago period. XM disclosed that GM had installed its
receivers in 5 million vehicles by January, and expects to install XM radios in 1.8 million vehicles during 2007 (with a
majority coming in 2H07). In addition to Nissan and Toyota ramping up installation over the next 12-18 months, the
company also disclosed that it was in negotiations with a number of its OEM partners to include the service fee as part of
the lease payments for the vehicles, which will improve take rates. Gross adds from retail were 331k, down 36% YoY
from 516k in 1Q06. We understand that NPD reported XM’s retail sales were down 29% YoY in the quarter (down 23%
YoY in March) even as XM’s market share, according to NPD, improved to 47% in March 2007, which was expected
given the launch of the new MLB season. For the year, we have marginally reduced our estimate of total gross adds to
4.25 million from 4.29 million previously, as the retail environment continues to remain challenging (though has been
hnproving sequentially recently) and the OEM growth likely would become more meaningful in late-2007 and in 2008.


Exhibit 1. XM Satellite Radio - Gross Adds (’000s)
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Net adds in line, maintaining our previous 2007 estimate of 1.47 million. Net adds of 285k came in in-line with our
estimate of 285k and street consensus of 280-290k. Self-pay chum of 1.78% was better than our estimate of 1.9% but
higher than the 1.64% reported in 1Q06. Recall that the company had guided to higher chum due to the NASCAR
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transition to Sirius this year; that churn came in lower than our estimates likely is due to management focus on churn
management and improving customer satisfaction levels (via, among others, on-shoring a portion of the customer care
effort). On the conference call, the company stated that in advance of the termination of NASCAR, it undertook a
proactive, integrated marketing communications program geared toward those subscribers who were also NASCAR fans.
This cmnpaign has been successful to date in reducing potential deactivation released to NASCAR by highlighting XM’s
strong music content and other XM content related to motor sports. In addition, the company disclosed that customer
satisfaction, as measured independently by one of XM’s major OEM partners, shows four consecutive months of
improvement. For the year, we are maintaining our net adds estimate of 1.47 million - while we have reduced our gross
adds projection marginally, our estimate for churn has also reduced slightly due to the improved performance in 1Q as
well as continued management focus on containing the metric.


Exhibit 2. XM Satellite Radio - Net Adds (’000s)
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As expected, OEM contribution to net adds has increased significantly
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Source: Company Documents; Bear, Stearns & Co. Inc.


OEM conversion rate declined marginally sequentially; XM expects metric to stabilize in the 1ow-50% vicinity in
the near future. OEM conversion rate of 51.5% came in lower than the 52.4% reported in 4Q06 and 54.1% in 1Q06; on
the conference call, management stated that the metric was "slightly below their expectation" and that they expect
conversion rates in the 1ow-50% levels in the near future. On the conference call, XM disclosed that it has a number of
ongoing programs that likely will improve conversion rates, including (i) dealer level incentives and improvement
programs with GM and Honda dealers, (ii) e-mail programs, and (iii) the 80-day telephone call. However, the company
cautioned that all these programs are likely to yield results only o~er time.


All-in churn was 2.5% for the quarter, implying that the impact of the lower conversion rates was 0.72%, or up 9% YoY
from 0.66% impact in 1Q06. However, as the contributions from the newer OEMs (Hyundai, Nissan, and Toyota), ramp
up, where XM will only count the converted subs as gross adds, all-in churn will track closer to self-pay churn. While the
accounting treatment will improve the conversion metric, actual conversion rates are likely to continue declining as XM
radios begin to be installed on more mainstream vehicles where the more economically-challenged buyer may be less
likely to subscribe to the service.
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Exhibit 3. XM Satellite Radio - OEM Conversion Rates and Churn


~ o% - OEM conversion rates have continued to decline; However, ~ 66,0%
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Source" Company Documents; Bern; Stearns & Co. &c.


Ending subs in line; YE guidance of 9.0-9.2 million remains unchanged, as does our projection of 9.1 million. XM
reported ending subs of 7.9 million, which was in line with our expectation, and announced that it had recently sm~passed
8 million subscribers. This implies that XM has already added about 87k net new subs during the month. Assuming that
the company reached the 8 million milestone as of close of business on April 25, 2007 (i.e. the day before yesterday, when
the press release came out), it implies that XM is adding -3.5k subs per day. Projecting this on a straight-line basis for
2Q07 (which has 91 days), the company should add 317k net new subs. Given that the Father’s Day weekend (which
usually results in higher than average unit sales) falls during 2Q, our 2Q07 projection of 323k net adds appears
reasonable. The company maintained its guidance of 9.0-9.2 million subscribers by year-end, which is in line with our
projection of 9.1 million, which we leave unchanged. On the conference call, XM reiterated its high-teens of millions
ending subs guidance for 20!0; we are more conservative with a 12.9 million subs at 2010-end.


Exhibit 4. XM Satellite Radio - Ending Subs (’000s) Versus % Prepaid and % Family Subs
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ARPU in line, tweaking 2007 estimate lower on advertising revenues. Total ARPU at $11.34 came in in-line with our
estimate of $11.33; subscription ARPU of $10.14 was also in-line. However, advertising revenues of $7.5 million were
lower than our projection of $11.9 million, which resulted in our lowering our advertising revenues estimate for the full
year to $39.4 million from $60.4 million previously.


Exhibit 5. XM Satellite Radio - ARPU
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SAC in line, expected to inch up in 2007. SAC of $65 was in-line with our expectation of $65, and up 4% YoY. XM
disclosed that $5 of the SAC was related to inventory charges they recorded in the quarter, and they could record further
inventory charges during the year as they transition to new products in the summer. In addition, SAC would also be
impacted by (i) the subsidies that XM will record on the newer OEM insta!Is where the gross add generally lags
installation by about 6 months (the impact will be seen more as the newer OEMs ramp up over the next few quarters, and
will then normalize), and (ii) reported gross adds will be some fraction of total radio installs as XM will only record a
gross add when the vehicle buyer becomes a self-paying sub. For the full year, we have increased our SAC expectation
marginally to $68 from $67 previously, and 5% higher than the $64 reported in 2006.
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B~g. easy to read, three-line @splay
Simplified intedace


Single knob to navigate through the Xpress EZ’s menus
Three buttons for additional funcbonality
10 user presets for favorite XM channels


Includes an external antenna, docbng cradle w~th DC adapter and m-ountmg bracket
MSRP: $69 99


Exhibit 6. XM Satellite Radio - Two New Plug ’n Play Radios in Mid-Summer
Audiovox Xpress EZ (XMCKS)                                                        Audiovox XpressR (Model XMCK20)


The F~rst Satellite Ra@o Offenng a Split-Screen Display
View Current XM Channel and F=ve Other Charmers s~multaneously on a Large, Easy-th-Read LCD Screen
View Channel, Ar~st, Song Title and Info Extras via a H~gh-Contrast S=x-Lme Display


Includes 30-Minutes of Pause and Replay
ToneSelect Finds Favorite Songs or Artists, GameSNect Ftnds Favorite Sports Events
Umversal Connector - Easily Move XpressR Between Car, Home and Audio System w~th Compatible Aecessones
Number Keys for Direct Channel Entry and 30 Channel Presets
Scroll up to 20 St~ck Symbols, Sports Scores and Updates from MLE NFL, NBA, Racing, Golf,


Tenms College Football and Basketball, wNe bstening to XI~t Radio
Authma~ Back[~ht D=mmer that Adjusts for Day-to-N=ght Vmwing
F~ve-Way Tuner Knob to Navigate the 170+ XM Channels
Plug-and-Play Dock
Direct Channel
Sleep Mode
Includes Vehicle Kit wtth Decking Stabon, XM SureConnect, Antenna, 5 Volt Adapter, Cassette Adapter,


Magnetic R~of Mount Antenna and Remote Control
Available: June 2007
MSRP. $129.99


Source." www.orbitcast.com; Company Documents; Bear, Stearns & Co. lnc


CPGA in line, full year guidance increased to $111-$114. CPGA of $103 was in-line with our estimate of $102, and
10% higher than the $94 reported in the year ago period. XM stated that it continues to remain disciplined in its marketing
spend, and has a segmented marketing approach that is broader than just targeting the displaced sports fan. For the full
year, we have increased our CPGA expectation to $! 13 from $109 previously (in line with guidance of $111-$114), and
5% higher than the $108 reported in 2006.


Exhibit 7. XM Satellite Radio - SAC and CPGA Versus Gross Adds
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Revenues in line, guidance and our estimates remain unchanged. Total revenues were $264.1 million versus our
estimate of $264 million, up 27% YoY from $208 mi!lion in the year ago period. Subscription revenue for the quarter
increased 26% to $236 million from $188 million in the first quarter of 2006. XM maintained its guidance of $1 billion in
subscription revenues for the year; we are maintaining our estimate of just under $! billion. However, we have reduced
our expectation for advertising revenues based on the lower than expected performance in 1Q07; as a result, we have
marginally reduced our total revenue expectation to $1,134 million from $1,143 million previously.


Adjusted EBITDA in line; guidance of $(170)-$(180) million for the year excluding merger-related expenses.
Adjusted EBITDA came in at $(27) million, including $8 million in merger related expenses, which was in line with our
estimate of $(27) million. Fixed costs for the quarter were $125 million (or 47.5% of revenues), compared to $102 million
in the year ago period (or 49.1% of revenues), with the increase driven by (i) $8 million in merger-related expenses, which
consist of legal, lobbying and financial advisory, (ii) $4 million in other legal and regulatory expenses, (iii) $4.4 million
associated with the addition of Oprah and Friends channel, and (iv) $2 million increase in stock-based compensation. Pre-
marketing EBITDA increased 12% to $56 million from $50 million in 1Q06; however, excluding the $8 million merger-
related expense, Pre-marketing EBITDA would have come in higher. On the conference call, the company highlighted the
operating leverage in the model with a 27% increase in revenues resulting in a 45% reduction in adjusted operating loss.


For the full year 2007, the company guided to adjusted EBITDA losses of $(170)-$(180) million excluding any merger-
related expenses. If we straight-line the $8 million expense on merger-related activity in 1Q07 for the next three quarters,
total merger-related expenditure would be about $32 million. Thus, including the merger-related expenses, adjusted
EBITDA would come in at $(202)-$(212) million; we are projecting adjusted EBITDA losses of $(207) million, which is
in line with the revised guidance. Recall that street consensus previously was about $(160)-$(165) million excluding
merger-related expenses; we were esthnating $(162) million in adjusted EBITDA for the year.


Exhibit 8. XM Satellite Radio - Operating Leverage: Fixed and Variable Costs (%) Versus Ending Subs (’000s)
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Source: Company Documents; Bear, Stearns & Co.


Available liquidity increased to $719 million; XM expects full year CFO positive in 2008. The company ended 1Q07
with $319 million in cash and $400 million in available credit ($250 million credit facility from a group of banks, and
$150 million from GM). Liquidity in the quarter was impacted by $244 million in net proceeds from the completion of the
XM-4 satellite sale leaseback transaction, offset by two major cash expenses (i) a $60 million prepayment to Major
League Baseball for the entire 2007 season, and (ii) a $90 million in satellite capital expenditures largely associated with
the XM-5 backup satellite, which is still under construction. The company believes that the first quarter will be its largest
cash usage quarter for the year. While XM expects improved cash flow from operations in 2007, full-year positive cash
flow from operations are only expected in 2008. We are projecting cash flow from operations of $(120) million in 2007,
which is a significant improvement over $(462) million in 2006, and are projecting -$(20) million in cash flow from
operations in 2008. We are not projecting that the company will be cash flow from operations and FCF positive until
2009. Cash flows from the model are critically dependent on working capital changes. While we think XM will need to
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access the available $400 million credit facilities during the next two years, we do not think the company wil! need to
access the capital markets under the current business plan.


Exhibit 9. XM Satellite Radio - 1Q07 Reviewand 2007E Revised
YoY           Sequential Previous        %                           YoY Previous        %


1Q07A IQ06A %Change 4Q06A %Change IQ07E Variance i 2007E 2006A % Change 2007E Variance


Ending Subscribers 7,913 6,502 21.7% 7 628 3.7% 7,913 0 0% 9102 1 7,628 19 3% 9,095 01%
Gross Additions 868 998 (13.0%) 1,0~5 (185%) 957 (9.3%] 4,248i 3,857 10.1% 4,289 (1.0%)
Net Add~hons 285 569 (49.9% 442 (35 5%) 285 9 2% : 1,474 ’ 1,695 (131%) 1,467 0.5%
Subscription ARPU $10.14 $10 08 0.6% $9 93 2.2% $10.01 1.4% $10.07 $10 06 0 2% 910 04 0 3%
Total ARPU $11 33 $11.15 1.6% $11.57 (2.1% $11.33 0.0% $11A3 $11.37 0 6% $11 53 (0.8%)
[mphed Monthly Churn 2.5% 2 3% 8 6% 2.8% (10.8%) 2 9% (13.3%) 2 8% 2 6% 6.3% 2 8% (1 8%)
SAC Per Gross Addition $65 $62 4.3% $70 (7 1%) $65 0.3% $68 $64 5 2% $67 1 5%
CPGA- Cost Per Groes Add=hon 103 94 96% 128 (19.8% 102 1.2%= 113 108 4.5% !09 3.5%


Revenuea
Subscription ServE.es Revenues $236,486 $188,102 25 7°/0 $220,542 7.2% $233,325 1.4% $998,560 $825,626 20.9% $994,504 0 4%
Act=vation Revenues 4,654 3,579 30.0% 4,459 4 4% 4,399 5 8% 20,827 16,193 28 6% 19,722 5.6%
Equipment Revenues 5,297 3,551 49.2% 10,076 (47.4%) 3,403 55.7% 26,225 21,719 20.7% 24,075 8 9%
NetAd Sales Revenues 7,478 6,518 14.7% 11,045 (32 3% 11,880 (37.1%) 39,423 35,331 11 6% 60,388 (34.7%)
Royalties&Other 10.197 6,216 64.0% 11000 (73°/4 11.000 {7.3%~ ~ 34,549 42.1% ~.000 11.6%


Total Revenues $264,112 $207,966 27.0% $257,122 2.7% $264,008 0.0% $1,134,128 $933,418 21.5% $1,142,689 (0.7%)


Operating Expenses
Revenue Share and Royalties $47,426 $34,276 38.4% $43,405 9.3% $44,522 6.5% $218,007 $149,010 46.3% $216,561 0 7%
Cost of Equipment Sales 18,277 7 993 128.7% 20,525 (11.0%) 6,806 168.5% 65 364 48,949 33.5% 44,508 46.9%
Advertising Sales 3,3~5 3,356 0 9% 4,768 (29 0%) 5,367 (36 9%) 17,N5 15,962 11 8% 27,282 (34 6%1
Customer Care & Billing 27,928 22,455 24.4% 28,850 (3.2%) 30,940 (9.7%) 130,289 194,871 24 2% 124,997 4.2%
Satellite & Terrestrial 13,882 13,049 6A% 12,729 9 1% 12,729 9.1% 61,528 49,019 25.5% 56,916 8.1%
Broadcast 6,544 5,852 11.8% 5,869 11 5% 5,869 11 5% 26,176 23,048 13.6% 29,476 (11.2%]
Operations 9,716 8,887 9.3% 9,164 6 0% 9,104 6.0% 41,804 34,683 20.7% 42,656 (1 9%~
Programming & Content 43.95.___~237,643 16.8% 46,427 ~ 48.51.,__.9.0(9A%) ~ 165,196 14 7% 203,936 (71°/0)


Total Cost of Revenue $17t,110 $133,511 28.2% $171,737 (0.4% $163,908 4.4% $750,632 $590,738 27.1% $746,333 0.6%
Research & Development 7,310 10,981 (33.4°/, 9,080 (19.5%) 9,080 (19 5%) 40,369 37,428 7 9% 38,172 5 8%
General & Administration 34.185 17.630 93.9% 30.327 12 7% 27,827 22.8’/0 ~ 88 62._.__f!62 6% 113.837 26.6%
Total Pre-Marketing Expenses $212,605 $162,122 3t.1% $211,144 0.7% $200,815 5.9% $935,099 $716,792 30.5% $898,342 4.1%


Marketing Expenses
Retention & Support $9,756 $8,047 21.2% $9,054 7 6% $9,155 6.6% $39,613 $31,642 24.4% $37,172 6 6%
Subs=dies & Distribut=on 43,602 I 59,732 (27.0%1 73,464 (40.6%) 60,598 (28 0%) 254,224 241 601 5.2% 273,177 (6.9%)
Advertising & Marketing 32,809 I 29,666 10 6% 52,789 ~ 33.374 ~ 160,112 147,63~9 8 4% 151,347 5.8%


Marketing Related Expenses $86,167! $97,445 (11.6%} $135,317 (36.3% $103,127 (16.4%) $453,949 $421,082 7.8% $461,696 {1.7%)
Amortization of GM Liability 6,504 ~ 130.2% 6,504 -- 6,504 -- 26,016 29,761 (!26°/4 26.01t3 ---
Total Marketing Costs $92,671 $106,758 (13.2%1 $14t,821 (34.7%} $109,631 (15.5%) $479,965 $450,843 6.5% $487,712 (1.6%)
Impairment of Goodwill --- : -- : : -- =.7. : -" "" "" "-
Total Operating Expenses $305,276 $268,880 13.5% $352,965 (13.5%] $310,4~ (1.7%) $1,415,064 $1,167,635 21.2% $t,386,054 2.1%


Operating Cashflow (EBITDA) $(41,164) $(60,914) (32.4%I $(95,843) (57.1%] $(46,438) (1t.4%] $(280,936] $(234,217) 19.9% $(243,365) 15.4%
Depreciation&Amortization 46,882 39,882 176% 44,643 6.4% 29,325 599% 187,528 168,881 11.0% 117,298 59.9%
Stock Based Compensation --~, -- -- = --- --- -- --- == -- --
Operating Income (EBIT) $(88,046) $(100,796) (12.6%] $(139,886) (37.1% $(75,763) 16.2% $(468,464] $(403,098) 16.2% $(360,663) 29.9%
giluted EPS $(0.40) $(0.60) (33.0%] $(0.90) (55.3°/, $(0.34) 17.7% $(1.89’, $(2.71) (30.1%) $(1.60) 1


Variable Expenses
Revenue Share and Royalties $47,426 $34,276 38.4% $43,405 9.3% $44,522 6.5% $218,007 $149,010 46.3% 8216,561 0 7%
Cest of Equipment Sales 18,277 7,993 128.7% 20,525 (11.0%) 6,806 1685%: 65,364 48,949 33.5%: 44,508 46.9%
Advertising Sales 3,385 3,356 0.9% 4,768 (20 0%)1 5,367 (36.9%1 17,845 15,962 11 8% 27,282 (34 6%1
Customer Care & B=ll=ng 27,928 22.45.___~524.4% 28 850 (3 20/0’ 30,940 ~ ~ 104.871 24.2% 124,997 4 2%


Total Variable Expenses $97,016 $68,080 42.5% $97,548 (0.5%) $87,636 10.7% $431,506 $318,792 35.4% $413,349 4.4%
% of Revenues 36 7% 32.7% 12.2% 37.9% (3.2%) 33 2% 10 7% 38.0% 34 2% 11 4% 36.2% 5.2%


Subscription Contribution Margin
Subscnpt=on Services Revenues $236,486 $188,102 25.7% $220,542 7.2% $233,325 1.4% $998,560 $825,626 20.9% $904,504 0 4%
Less: Revenue Share and Royalt=es (47,426) (34,276) 38 4% (43,405) 9.3% (44,522) 8 5% (218,007) (149,010) 46 3% (216,581) 0 7%
Less: Customer Care & Biihng ~ ~ 24 4% (29.850) (3.20/4 (30,94~ (9.7%} ~ ~ 24.2% ~ 4.2%


Total Subscription Contribution $161,132 $131,371 22.7% $148,287 8.7% $t57,863 2.1% $650,263 $571,745 13.7% $652,946 (0.4%’,
Subscription Contribution Margin 68 1% 89.8% (2.4%) 67.2% 1.3% 67.7% 0.7% 65 1% 69.2% (6 0%) 65.7% (0 8%’.


Fixed Expenses
Satelhte & Terrestrial $13,882 $13,049 64% $12,729 9.1% $12,729 9.1% $61,528 $49,019 255% $56,916 81%
Broadcast 6,544 5,852 11 8% 5,869 11.5% 5,869 11 5% 26,176 23.048 13 6% 29,476 (11 2%
Operations 9,716 8,887 9 3% 9,164 6.0% 9,154 6.0% 41,864 34,683 20.7% 42,656 (1 9%
Programming & Content 43,952 37,643 16 8% 46,427 (5 3%) 48,510 (9 4%) 189,558 165,196 14.7% 203,936 (7.1%
Research & Development 7,310 10,981 (33 4% 9,080 (19 5%) 9,080 (19.5%} 40,369 37,428 7.9% 38,172 5.8%
General & Administration 34,185 17,630 93.9% 30,327 12.7’~ 27,827 22.8% 144,098 88,626 626% 113,837 26.6%
Retention & Support Marketing 9.75.___~6~ 21.2% 9 064 7 6% 9.15~5 6.6% 39,613 31.842 24.4% 37.172 6.6%


Total Fixed Expenses $125.345 $102,089 22.8% $t22,660 2.2% 9122,334 2.5% $543,206 $429,842 26.4% $522,165 4.0%
% of Revenues 47 5% 49.1% (3 3%) 47.7% (0.5%) 46 3% 2.4% 47 9% 46 1% 4.0% 45.7% 4 8%


Source." Compan.v Documents," Beat’, Stearns & Co. hw
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Exhibit 10. XM Satellite Radio - income Statement (’000s)
1Q06A      2Q06A      3Q06A      4Q06A


End=ng Subscribers 6,502 6,900 7,186 7,628
Gross Additions 998 926 868 1,065
Net Additions 569 398 286 442
Subscription ARPU $10 08 $10.08 $10 15 $9 93
Total ARPU $1M 5 $11 36 $11.38 $11.57
Imphed Monthly Churn 2 3% 2.6% 2 8% 2.8%
SAC Per Gross Addition $62 $64 $60 $70
CPGA - Cost Per Gross Addition 94 1!2 94 128


IQ07A 2Q07E 3Q07E 4Q07E


7,628 7,913 8,236 8,527 9,102 9,102
3,857 868 995 1,028 1,357 4,248
1,695 285 323 290 575 1,474


$10.06 $10 14 $1005 $1005 $10.05 $10.07
$11.37 $11.33 $11.35 $11 28 $11.78 $11.43


2.6% 25% 28% 29% 3.0% 2.8%
$64 $65 $66 $67 $71 $68
108 103 116 115 116 113


Reventlee
Subscription Services Revenues
Activation Revenues
Equipment Revenues
Net Ad Sales Revenues
Royalties & Other


Total Revenues
Yo Y Change


Operating Expenses
Revenue Share and Roya]ties
Cost of Equipment Sales
Advertising Sales
Customer Care & Billing
Satellite & Terrestrial
Broadcast
Operations
Programming & Content


Total Cost of Revenue
Research & Development
General & Administration


$188,102 $202,165 $214,817 $220,642
3,579 3,942 4,213 4,459
3,551 4,928 3,164 10,076
6,518 8,982 8,786 11,045
6,216 7,86_._.~9 9,464 ~


$207,966 $227,886 $240,444 $257,122
102.8% 81.6% 57.0% 45.2%


$825,626 $236,486 $243,461 $252,751 $265,862 $998,560
16,193 4,654 4,973 5,311 5,890 20,827
21,719 5,297 4,928 3,164 12,836 26,225
35,331 7,478 10,000 9,505 12,440 39,423
34.549 10.197 ~ 12,906 14,5101 40,093


$933,418 $264,112 $274,834 0283,636 $311,5461 $1,134,128
672% 270% 206% !&0% 212%    21.5%


$34,276 $37,923 $33,406 $43,405 $149,010 $47,426 $47,003 $59,705 $63,873          $218,007
7,993 10,254 10,177 20,525 48,949 18,277 11,088 7,119 28,880 65,364
3,356 4,460 3,378 4,768 15,962 3,385 4,527 4,303 5,631 ! 17,845


22,455 26,395 27,171 28,850 104,871 27,928 30,838 33,895 37,628 130,289
13,049 11,571 11,670 12,729 49,019 13,882 14,882 15,882 16,882 61,528


5,852 5,169 6,158 5,869 23,048 6,544 6,644 6,544 6,544 26,t76
8,887 8,805 7,827 9,164 34,683 9,716 10,216 10,716 11,216 41,864


37,643 42,253 38.873 46,427 165,196 43.95___~248,535 48,535 ~ 189,558
$133,511 $146,830 $138,660 $171,737 $590,738 $171,110 $173,633 $186,699 $219,190 $750,632


10,981 8,518 8,849 9,080 37,428 7,310 10,648 11,061 11,350 40,369
17,630 18,672 21,997 30327 88,626 34,185 35,211 36.619 38,084 144,098


Total Pro-Marketing Expenses $162,122 $174,020 $169,506 $211,144 $716,792 $212,605 $219,491 $234,379 $268,624 $935,099


Marketing Expenses
Retention & Support $8,047 $7,443 $7,288 $9,064 $31,842 $9,756 $9,854 $9,952 $I0 052 $39,613
Subsid=es & D~stribut~on 59,732 61,126 47,279 73,464 241,601 43,602 61,505 66,807 82,309 254,224
Advertising & Marketing 29,666 37.666 27518 52,789 147,639 32,809 39.549 28,894 58,860 160.112
Marketing Related Expenses $97,445 $106,235 $82,085 $135,317 ! $421,682 $86,167 $1t0,908 $t05,653 $151,221 $453,949
Amerhzat=on of GM babihty 9.31_.__~37.44_.__~06,504 6.504 ; 29,761 ~ ~ 6,504 6.504 26,016
Total Marketing Costs $106,758 $113,675 $88,589 $141,821 $450,843 $92,67t $117,412 $112,!57 $157,725 $479,965
Impairment of Goodwill -- ............. = ......
Total Operating Expenses $268,880 $287,6~ $258,0~~ $352,9~ $1,t67,6~ $305,2~~ $336,903 $346,5~ $426,3~~ $1,415,0~


Operating Cashflow (EBITDA) $(60,914) $(59,809) $(17,65!) $(95,843) $(234,217} $(41,164) $(62,070) $(62,900) $(114,803) $(280,936’.
EBITDA Margins (29.3)% (26.2)% (73)% (37.3)% (25.1)% (15.6)% (22.6)% (222)% (36.8)% (24.8)%


Depreciation & Amortization 39,882 41,847 43,109 44,043 168,881 46,882 46,882 46,882 46,882 187,528
Stock Based Compensation : : :
Operating Income (EDIT) $(100,796) $(101,656) $(60,760) $(139,886) $(403,098’, $(88,046) $(108,952) $(109,782) $(161,685) $(468,464
Interest Income 6,573 6,376 5,216 3,409 21,664 3,544 4,422 3,482 2,507 13,955
Interest Expense (33,236) (29,317) (23,794) (34,958) (121,305) (27,609) (22,475) (22,467) (22,459) (95,0111
Equity in Income of Affiliates (8.884) (4,206) (4,853) (5,286) (23,229] (5,425) (5,425) (5,425) (5,425) (21,7001
Other Income (Expense) ~ ~ 1.16~6
Pretax Income $(150,089) $(230,286) $(83,025) $(255,487) $(718,887’, $(121,754) $(132,430) $(134,193) $(187,0~) $(575,438
Income Tax 86.._~8 1,177 (794.~ ~ 14 {664) (744) (754~ (1.051) (3,233
Net Income / Loss $(149,221) $(229,109) $(83,819) $(256,724) $(718,873) $(122,438) $(133,174) $(134,947) $(188,112] $(578,671
8 25% Series B and C Preferred Dividend (2,149) (2,569) (1,634) (530) (6,882) .........
Series B Preferred Stock Retirement Can ........................
Series C Preferred Stock Retirement Loss == --- -- 5.9~_..............~(5,93~ ........
Income Available to Common Shareholders $(151,370) $(231,678) $(85,453) $(263,192) $(731,693) $(122,4~’-~) $(133,174) $(134,9~) $(188,1~] $(578,671


Shares Outstand=ng 253,213 266,099 268,363 293,797 270,368 305,878 305,813 305,813 305,813 305,829
Basic Earnings Per Share (EPS) $(0.60) $(0.87) $(0.32) $(0.90) $(2.71) $(0.40) $(0.44) $(0.44) $(0.62) $(1.89


Fully Diluted Shares 253.213 266,099 268,363 293,797 270,368 305,878 305,813 305,813 305,813 305,820
Diluted EPS $(0.60) $(0.87) $(0.32) $(0.90) $(2.71) $(0.40) $(0.44) $(0.44) $(0.62) $(1.89


Source: Con&any Documents, Bear, Stearns & Co. h~c.
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Exhibit 11. XM Satellite Radio - Cash Flow Statement ~
1Q06A    2Q06A    3Q06A ’ 4Q06A    2006A    1Q07A    2Q07E    3Q07E    4Q07E    2007E


Cash Flows From Operating Activities
Net Income ! Loss For Commen Shareholders $(I49,221) $(229,109)    $(83,818) $(258,724) $(718,872) $(122,438) $(133,174) $(134,947) $(188,112)
Provision for Doubtful Accounts 3,055 4,355 4,275 3,538 15,223 4,360 4,489 4,660 4,902
Ad Sales Barter Revenue ...................
Depreciation & Amortization 39,882 41,847 43,108 44,043 168,880 43,834 43,834 43,834 43,834
Accretion of Interest _- .................
Loss on Sales of Fixed Assets (4,378) (112) 56,136 (56,136] (4,490) ........
Non-Cash Loss on Debt Conversion 18,380 82,344 22 21,443 122,189 21,443 21,443 21,443 21,443
Amortization of Def Financing Fees and Debt Disc 14,789 8,719 3,048 14,749 41,285 3,048
Non-Cash Gun Stock Based Compensat~ee 12,061 13,914 16.047 26,024 68,046 14,13I
Impairment of Goodwill ...............
Provision for Deferred Income Taxes (868) (1,177) 794 1,237 (14) 684
MLB Accounts Payable ........... (43.875)
Other Due to Related Parties .......... 6,504
Long-term Prepaid and Other Assets 6,548 20,635 (27,110) 89,911 89,984 (19,209)
Changes in Operating Assets and Liabilities


Accounts Receivable (4,550) (3 703) (5,803) (23,436) (37,4921 (4,360)
Due from Related Parties (2,392) (2,169) 915 (1,716)’ (5,362) (1,011)
Prepaid and Other Current Assets (8,489) (224,800) (26,188) 90,478 (168,999) 2,757
Accounts Payable and Accrued Expenses (113,826) (11,744) (24,687) 48,082 (102,175) 38,572
Amounts due to Related Parbes (9,327) 12,203 (36,031) 23.861 i (9,2941 --
Deferred Revenue 22,540 16,777 (7,589) 34,393 i 66,121 16,563
Aecr~ed Interest 14.682 ~ 15.092 ~i 12.87.__._.~9 --


Net Cash From Operating Activities $(161,134) $(272,235) $(71,789) $43,067 $(462,091] $(38,9~~)


3,048 3,048 3,048
14,032 18,093 29,975


744 754 1,051
14,625 14,625 14,625
6,504 6,504 6,504


18,412


175,336


85,772
12,192
74,231


3,233!


26,016
(19,2091


(7,018) (6,736) (11,485) (29,599)
(443) (589) (832) (2,875)


2,757 (635) (5,258) (379)
(55,505) (1,106) 59,502 41,464


14,164 17,127 25,829 73,682


$~0,5~) $(15,0~) $5,0~6$(120,3~)
Cash Flows From Investing Activities
Purchase of Property, Plant & Equipment $(14,952) $(19,505) $(11,846) $(8,592) $(54,8951 $(15,000) $(15,000) $(15 000) $(30,000) $(75,000)
Additions to System Under Construction (22,225) (40,510) (58,169) (99.220) (220,124] (90,000) ...... (90,000)
Short-term Investments ......................
Restncted Investments 20 2,761 34 4,367 7,182 1,702 ..... 1,702
Other Investing Activibes 6.997 185 -- ~ 3.390 ! --- : --- ~ ~
Net Cash From Investing Activities $(30,160) $(57,069) $(69,9~) $(107,237) $(264,447) $(103,2~) $(15,000) $(15,0~) $(94,875] $(228,173)


Cash Flows From Financing Activities
Common Stock and Capital Contributions $3,135 $1,375 $873 $1,037 $6,420= - .........
Additional Borrowings/(Repayments) (2,012) 262,156 16,573 (3,963) 272,754: (530) (537) (546) (554] (2,166)
Senes B Preferred Stock --- (23,960) .... (23,960) .........
Deferred F{nancing Costs -- -- (2!,451) --- (21,451) .............
GM SAC Arrangement ($135Mn in Submdy) .....................
Other Net Financing Activities -- --- = -- 24&000 -- = 244,000
Net Cash From Financing Activities $1,123 $239,5~" $(4,005) $(2,926) $233,763 $243,470 $(537) $(5~) $(554) $241,834


Deginning Cash $710,991 $520,820 $431,087 $285,312 $710,991 $2!8,216 $319,391 $233,354 $201,883 $218,216
Net Increase/(Decraase)in Cash ~ ~ ~ ~67.096) ~ 101.175 ~86.037~ ~ ~90.40~ ~
Ending Cash $520,820 $431,087 $285,312 $218,216 $218,216 $319,391 $233,354 $201,883 $I11,486 $111,480


Net Cash From Operating Act=wt=es $(161,134) $(272,235) $(71,789) $43 067 $(462,091) $(38,997) $(70,500) $(15,925) $5,026 $(120,396]
Purchase of Property, Plant & Equipment ~ ~ ~ ~ ~ ~ (15,00~ (15,00~ ~ ~
Continuing Free Cash Flow $(176,086) $(291,740) $(83,635) $34,475 $(516,986) $(53,997) $(85,500) $(30,925) $(24,974) $(195,3961
Additions to System Under Construction ~ ~ ~ ~ ~ ~ : --- : ~
Free Cash Flow $(198,311) $(332,250) $(141,804) $(64,745) $(737,110) $(143,997) $(85,500) $(30,925) $(24,974) $(285,396]
Adjustment for Payments to Related Parties : --- --- : -- ~6.504) (6.504) ~ {6.504) ~
Adjusted Free Cash Flow $(i98,311) $(332,2~) $(i4i,804) $(64,745) $(737,1~) $(i50,501) $(92,004) $(37,429) $(3i,478) $(31i,41Z
Adjusted Free Cash Flow per Share $(0.78) $(1.25) $(0.53) $(0.221 $(2.73) $(0.49) $(0.30) $(0.i2) $(0.10) $0.021
Source: Company Documents; Bear, Stearns & Co. Inc.
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Exhibit 12. XM Satellite Radio - Balance Sheet (’000s)
IQ06A      2Q06A      3Q06A 4Q06A 1Q07A 2Q07E 3Q07E 4Q07E


Current Assets
Cash and Equivalents $520,820    $431,087    $285,339    $218,216! $218,216    $319,391 $233,354    $201,883    $111,480    $111,480
Short-Term Investments ..........................
Restricted Investments --      60,000
Accounts Receivable, Net of Allowance 41,742 40.926 42,586 62,293 62,293 62,293 64,822 66.898 73,481 73,481
MLB Accounts Payable .......... 43,875 29,250 14,625 .....
Due from Related Parties 11,021 t 3,189 12,275 13,991 t 3,991 15,002 15,445 16,034 16,866 16,866
Related PaNes Prepaid Expenses 49,645 61,053 61,698 66,946 66,946 64,189 61,432 62,067 67,325 67,325
PrepNd and Other Curreel Assels 133.506 64.788 ~ 7t,212 71,212 71,212 71,212 71212 71,212 71,212
Total Current Assets $756,734 $671,043 $560,618 $432,658 $432,658 $575,962 $475,515 $432,719 $340,364 $340,364
Restricted Investments, Net of Current Porhon 5,418 2,658 2,674 2,098 2,098 396 396 396 396 396
Net Property, Plant & Equ=pment 1,023 654 1,092,820 1,094,657 1,117,098 1,117,098 1,094,830 1,066,314 1,037,798 1,024,282 1,024,282
Intang=bles, Net of Amortization 5,591 5,276 4.958 4,640 4,640 4,322 4,004 3,686 3,368 3,368
Goodwill, Net of Accumulated Amortization ......................
Deferred Reancin9 Fees 32,991 43,436 42,465 38,601 38,601 35,553 32,505 29,457 26,409 26309
Related Parties Prepa=d Expenses 11,381 175,370 169,936 160,712 160,712 154,208 147,704 141,200 !34.696 134,696
Prepaid and Other ,~sets 175,200 156 991 151 482 84,811 84,811 77,893 77,893 77.893 ~ 77.893
Total Assets $2,010,969 $2,147,594 $2,026,790 $t,840,618 $1,840,618 $1,943,164 $1,804,330 $1,723,149 $1,607,408 $1,607,408


Cun’ent Liabilities
Trede Accounts Payable $97,200 $75,198 $31,996 $51,844 $51,844 $110.357 $88,060 $42,960 $62,623 $62,623
Accrued Expenses 71,092 80,648 103,105 147,591 147,591 i    127,650 94,~2 138,436 178,276 178,276
Accrued XM-4 Liability 134,040 160,180 152,727 64,875 64,875 64,875 64,875 64,875 .....
Accrued Network Optim=zation Expenses ........................
Current Portion of Long-Term Debt 7,669      14,005      14,675      14,445      14,445      14,445      14,~H5      14.445      14,445 1     14,445
Due to Related Parties 47,676 58,629 22,599 46,459 46,459 46,459 46,459 46,459 46,459 46,459
MLB Accounts Payable ...................
Accrued Interest 20,285 20,070 35,162 18,482 18,482 18,482 18,482 18,482 18,482 18,482
Deferred Revenue ~ 323,638 ~ ~ 350,626’ 367.189 381,353 398,480 424,308 !    424,308
Total Current Liabilities $686,t52 $732,368 $676,099 $694,322 $694,322 $749,457 $708,116 $724,137 $744,593 $744,593


Related Party Long-term Debt ...................
Long-term Debt, Net of Current Port~on 995,165 1,341,066    1,342,645    1,286,179    1,286,179    1,464,491    1,285,112    1,284,567    1,284,013    1,284,013
Due to Related Parties 57,6~8 ....................
Deferred Revenue 85,125 85,737 85,325 86,482 86,482 86,482 86,482 86,482 86,482 86,482
Other Non-Current Liabilities ~ 174.361 ~ 171515 ~ ~ ~ 172,866 ~ ~
Total Liabilities $1,999,594 $2,333,532 $2,279,973 $2,238,498 $2,238,498 $2,388,140 $2,208,872 $2,268,051 $2,346,375 $2,346,375


Minority Interest .......... $59,397 $59,397 $59,397 $59,397 $59,397


Stockholders’ Equity
Series A Convertible Preferreds $54 $54 $54 $54 $54 $54 $54 $54 $54 $54
Series B Convertible Preferreds (8.25%) 5 ........................
Series C Convertible Preferrsds 1 1 1 ...............
Sedes D Convertible Preferreds ....................
Class A Common Stock 2,584 2,682 2,685 3,058 3,058 3,988 3,058 3,058 3,058 3,058
Class C Common Stock .......................
Additional Paid-in Capital 2,935,948 2,964,146 2,985,829 3,097,484 3,097,484 3,113,429 3,287,038 3,281,623 3,275,671 3,275,671
Accumulated Deficit ~ ~ ~ ~ ~ ~ ~ ~ ~ ~4.077.14T
Total Stockholders’ Equity (Deficit) $11,375 $(185,938) $(253,183) $(397,8801 $(397,880) $(504,373) $(463,939) $(604,299) $(798,365) $(798,3651
Commitment & Contingencies ..........................
Total Uabilities & Shareholders’ Equity $2,010,969 $2,147,594 $2,026,790 $t,840,618 $1,840,618 $1,943,164 $1,604,330 $1,723,149 $1,607,408 $1,607,408


Source: Company Documents; Beat’, Steatv~s & Co. h~c.


VALUATION
On the conference call, the company reiterated its high-teens of millions ending subs guidance for 2010; we are more conservative
with a 12.9 million subs at 2010-end. Given our more conseiwative stance with respect to sub growth, we m’e tweaking our year-
end 2007 target price to $15 from $17 previously. Our DCF valuation is based on weighted average cost of capital of 11% that is
based on an equity beta of 1.76 and a growth rate in perpetuity of 4%, which offers potential annualized returns of about 40%
from current levels. Note that our valuation merely reflects the value of the standalone business; if the proposed merger with
Sirius were approved, the potential synergies from the merger would drive valuations in the low-to-mid-$20/share vicinity.
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Exhibit 13. XM Satellite Radio - Valuation


Per Share Metrics
Earnings Per Share {£PS). Excl E×traor~inar,] Items $(2.71) $[1.89) ${1.40) $[0 92) $[0.52) $[0.05) $0 58 $1.46
Adjusted Free Cash Flow per Share (FCF/Share) (2 73) (1.02) (0 33) 0.02 0.34 0 83 1 55 2.46


Fully Diluted Shares 337.2 337.2 337.2 337.2 337.2 337.2 337+2 337.2
Current Share Price $11.78 $11 78 $11.78 $11.78 $11 78 $11.78 $11 78 $11 78
Equity Market Capitalizahon $3,971.7 $3,971 7 $3,971 7 $3,971.7 $3,971 7 $3,971.7 $3,971.7 $3,971.7
Add: Debt & Preferred 1,267.3 1,265 2 1,362.9 1,227.3 1,191 0 788.4 785.5 582.5
Less: Cash & Equivalents ~ (170 6~ (I84.0~ ~ (2161)
Enterprise Value $4,959.9 $5,066.2 $5,150.6 $5,085,6 $4,946.6 $4,642,0 $4,091.8 $3,257.2
Adjusted Operating Cash Flows (EBITDA) $(166.2) $(206.7) $(78 9) $50 8 $165 1 $315.2 $490.8 $738.8
EV/EBITDA NM NM NM I00.2x 30.0x 14,7x 8.3x 4.4x
Ending Subscribers (’000s) 7,628 9,102 10,304 11,636 12,937 14,380 I5,893 17,225
Value per Subscdber $557 $500 $437 $382 $323 $257 $189
Total ARPU/Month $11.37 $11.43 $12.29 $12.73 $13.07 $13.57 $14.04 $14.53
ValuelSub/ARPU 48.7x 40,7x 34.3x 29.2x 23.8x 18.3x 13.0x
ValuelSublARPUI3.Year Fwd Growth 3.2x 3.3x 2,9x 2.7x 2.4x


I Jill II’EilItll Ililii’ililili!t’~ll ~:1,.: 4 ,i I ".lt’t.’h’lTt~i II~-i le. ~lt~ll ’..Iilil:! ’,,lllit~l ,tllli] lillll [111~1
Operating Income (EBIT) $(468,464) $(339,705) $(182,540) $(41,018) $94,854 $253,744 $484,854
Less’ Cash Taxes on Operating Income ~3.233~ ~ ~ ~3.233) ~ (3.233) ~3,233~
Net Operating Profit Less Adjusted Taxes $(471,697) $(342,938} $(185,773) $(44,251) $91,621 $250,512 $481,621
Depreciation & Amortization 187,528 168,593 126,976 85,714 83,727 82,915 82,280
Change in Working Capital 82,293 95,382 89,212 100,466 108,506 124553 116,753
Capital Expenditures (165,000) (62,288) (60,000) (60,000) (60,000) (60,000) (60,000)
Other ~ 29.249 29,249 29,249 ~ 29,249 7,849
Unlevered Free Cash Flow $(250,873) $(112,002) $(336) $111,177 $253,102 $427,229 $628,503


Sum of the PV of Interim Unlevered FCF $741,499
NPV of Unutilized NOLs 2,110,784
PV of Temlinal Value 3.327 790
implied Enterprise Value $6,180,072
Add Value of Caned=an Satellite Radio Stake 83,081
Add, Value of WerldSpace Stake 1,167
Add: Option Proceeds 58,759
Add: Cash & Equivalents 1 ! 1,876
Less: Debt & Preferred ~
Equity Value $5,169,798
Diluted Shares 337,154


[Fair Value per Share $15
Current Price 11.78
Potential Upside 30.2%
Annualized Returns 47,2%


DCF Assumptions
Risk Free Rate (R~)
Estimated Equity Risk Premium (R,,-R~)
Beta (~3)
Cost of Equity (K~)
Cost of Debt
Target Debt/Capital Ratio
Tax Rate
Weighted Average Cost of Capital (WACC)
G (Perpetual Growth Rate)
Terminal Mulhple =(I+G)/(WACC-G)
Implied Terminal Year Multiple on EBITDA


Implied Beta (1~)
Weighted Average Cost of Capital (WACC)


G (Perpetual Growth Rate)


2 50%
3 00%
3.50%
4.00%
4 50%
5 00%
550%


1.30 1 45 1.61 1 76 1 91 2.07 2.22
9.4% 9 9% 10.4% 10.9% 11.4% 11 9% 12.4%


17.08 15 90 14.88 14 00 13 22 12.53 1191I
18.11 16 76 15.61 14 62 13.75 12.99 12 32 ~
19.34 17 78 16.46 ~ 14.36 13.52 12.78 ~
20 83 18,98 17,45 16.16 15.06 14.12 13.29 /
22.65 20 43 18 62 17 13 15 87 14,80 13.87 ~
24 94 22.21 20.04 18.28 16.82 15 59 14.54 f


Source: Company Documents; Bear, Stearns & Co. hzc.


$484,854


$290,912
93,333


116,753
(93,333)


$407,666


50%
5.4%
1.76


14 5%
9,0°1o


40.0%
40,0%
10.9%


4.0%
15.2x
109x


MERGER UPDATE
Sirius and XM filed the Hart-Scott-Rodino application with the Department of Justice on March 12, 2007. On April 12, 2007, the
companies received the second request for additional infomaation fi’om the Justice Department, which was expected. The two
companies flied the merger application with the FCC on March 20, 2007, and expect the FCC to issue a public notice in the near
future. Note, as we have detailed in the following exhibit, Day 0 of the FCC’s informal 180-day review timeline starts with the
issue of the public notice that sets a schedule for comments on the merger. Once the Commission issues a public notice, it will
trigger a comment period followed by a reply period. In addition to the review by the DOJ and the FCC, the proposed merger has
been in the spotlight in Washington DC with four congressional hearings on the merger. At the end of the day, Congress has the
least direct impact on the deal. Rather, we believe the DOJ and the FCC will ultimately decide the transaction’s fate, with the
DOJ’s antitrust review likely to be the more rigorous of the two evaluations. However, the Congress can send signals to the FCC
and others which may be incorporated into the "thought process" involved in evaluating a deal.
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Exhibit 14. FCC Informal Timeline for Consideration of Applications for Transfers or Assignments of Licenses or
Authorizations Relating to Complex Mergers


Application: Applicants can benefit most from the agency’s effort to streamline its process for reviewing applications by getting the necessary accurate
information to the agency in the proper form at the earliest time.
Applicants’ Tasks--pro-Public Notice


Identify complete list of licenses, authorizations involved
Contact relevant Bureaus
Identify appropriate application forms, appropriate filing process (e.g., electric, paper), and related applications/requests and consolidation
in consultation with relevant FCC staff


~ File necessary forms, applications, and special requests for relief
CLOCK /~Send Hart-Scott-Rodino waiver ~etter to U.S. Department of Justice or Federal Trade Commission (if required)
Day 0: P~J~lic Notice (PN)
Minimum requirements for an application to be accepted for filing -- facially complete application addressing the relevant issues and providing sufficient
support for agency analysis and meaningful public comment, with a complete and accurate identification of licenses and authorizations to be transferred


Consolidated FCC PN for transactions involving multiple licenses and authorizations
Contents of PN:


General nature of applications and related transaction (e.g., merger), and waivers and other rulings requested by parties
List of licenses/authorizations to be transferredlassignedlgrantedldiscontinued, with associated file numbers
Outline of procedures (identify lead Bureau and contacts at all relevant Bureaus, whether proceeding will remain restricted or be permit-
but-disclose, initial briefing schedule, procedures for obtaining access to confidential information, any special filing requirements)


~N starts 180 day clock. If separate PNs for the same transaction are issued by different Bureaus, then Day 0 will be the date on which the last relatec
A Protective Order may also be issued at or about this same time (a Protective Order will likely be issued if a Hart-Scott-Rodino waiver letter has been
sent).
iDays 1-30: Public Comment Period (filing of petitions to deny or comments)
iOrdinarily 30 days, occasionally 45 days
Persons and entities that file petitions to deny become parties to the proceeding. They may participate fully in the proceeding, including seeking access
to any confidential information that may be filed under a protective order, seeking reconsideration of decisions, and filing appeals of a final decision to
ihe courts. Persons who file comments will have those comments duly considered by the FCC but may not have the right to participate in any formal
~earinq or file appeals to the courts.
Day 45: Oppositions to Petitions to Deny and Comments
9rdinarily due 15 days after Petitions to Deny and Comments are due. Waiting until the reply stage to introduce arguments and evidence that were
clearly available and relevant at the initial application stage is discouraged and may require additional time for public comment that will not be charged
~qainst the aqency’s time clock.
Day 52: Replies to Oppositions
Ordinarily due one week after Oppositions are due.
Day 90: Initial Information Request
]’he Commission will endeavor to send to the parties an initial request for information, if necessary, by Day 90. In certain cases, the Commission may b~
able to determine earlier what additional information it will need from the parties, and the Commission’s failure to issue an initial information request by
Day 90 is without prejudice to sending an initial or subsequent request for information after this date.
Days 52-180: Analysis of Record; Discussions with Parties
Day 180: FCC issues Order granting applications, granting applications with conditions, or designating applications for hearing (denials
without a hearing are possible only in very limited circumstances).
Considerations in "Stopping the Clock"
The Commission may "stop the crock," that is, suspend its informal calendar, when the Commission’s ability to process and review the merits of an
application is impeded by justifiable delay, the parties’ actions, or external events. Stopping the clock in such circumstances is intended to provide a
more accurate picture of the time the Commission finds necessary to process a particular transaction. Stopping the clock does not itself delay a decisior
in a proceeding; it merely reflects that a decision could be delayed as a result of some external factor. When this occurs, we endeavor to send the
parties a letter explaining our reason for stopping the clock and posting that letter on the web page. In our experience, the following are common, but
non-exhaustive, examples of reasons for stopping the clock:


The Commission extends the time for filing pleadings.
The Applicants do not respond to a request for information within a stated time period.
TheCommission finds it appropriate to await resolution of issues pending before the relevant U.S. law enforcement or national security
The Commission receives significant new information about an application, or the parties file a substantial amendment to the application.


If the Commission stops the clock, it generally will restart it as soon as the event justifying its stoppage has been resolved such that the Commission’s
review process is no longer impeded. On rare occasions the clock may be reset to a prior date.


Source" http://www fcc gov/transaction/xm-sh’ius html; Bear, Stearns & Co. Inc.
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Presentation


Operator


Good day, everyone and welcome to the Sidus Satellite Radio fourth quarter and year-end 2006 earnings conference call.
Today’s conference is being recorded. At this time, I would like to turn the conference over to Paul Blalock, Senior Vice
President of Investor Relations. Mr. Blalock, please go ahead.


Paul Blalock


Thank you, Peter. Good morning, everyone, and thank you for your participation today. This morning, Mel Karmazin, our CEO,
joined by Jim Meyer, President of Operations and Sales, and Scott Greenstein, President of Entertainment and Spods, will
review our 2006 achievements and current outlook. David Frear, our Chief Financial Officer, will discuss our 2006 financial
results and provide guidance for 2007. At the conclusion of our prepared remarks, management will take your questions


I would like to remind everyone that certain statements made during this call might be forward-looking as that term is defined In
the Pdvate Seconties Litigation Reform Act of 1995. These and all forward-looking statements are based on management’s
current behefs and expectations and necessarily dependent upon assumptions, data or methods that may be incorrect or
imprecise. Such forward-looking statements are subject to risks and uncertainties that could cause actual results to differ
materially. More information about those risks and uncertainties is contained in S~rius’ SEC filings. We caution listeners not to
rely unduly on forward-looking statements and disclaim any intent or obligation to update them.


I will now hand the call over to Mel for his opening remarks.


Mel Karmazin


Good morning, and thank you for joining us. 2006 was a banner year
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TRANSCRIPT SPONSOR
for Sirius. For the full year, we added a record 2.7 million new
subscribers, or 62% of the total satellite redio growth. In the fourth
quarter, Sirius added 67% of total satellite radio net additions and m
the retail segment, Sidus also represented 67% share. This is the
strongest performance in the company’s history and even stronger
than the fourth quarter of 2005 and the first quarter of 2006, which is
when Howard Stem first joined Sidus.


It is interesting to note that in the fourth quarter of 2006, Sidus also
captured the majodty - 54% - of gross subscriber additions for the
first time in our history. Clearly our differentiated approach to
programming has led to a differentiated brand and differentiated
financial and operating results.


What if there was a way to promote your
company to e perfectly targeted group of
potential customers, partners, acqulrers and
investors? What If you could tailor your pitch to
them at the moment of maximum Interest? And
what if you could do this for a no-brainer price?


This is exactly what Seeking Alpha is offering
with transcript sponsorships,


Seven types of companies are sponsoring
earnings transcripts on Seeking Alpha:


1. Company sponsors its own earnings call
transcript (e..x.a.m_p.le).


2, Company sponsors partner’s transcript
(.e~.a.m,.p.!e.).


If you look back two years ago to the fourth quarter of 2004, our
progress is even more apparent. Sirius added 481,000 subscribers in
the fourth quarter of ’04, for a 40% share of net add growth. In the
fourth quarter of ’06, Sirius added 905,000 subscribers for a 67%
share of net add growth. This one-third/two-th=rds split is a reversal of
the trend just 24 months ago and a clear indication of a sustainable
consumer preference for Sirius.


More importantly, Sirius achieved $30 million of positive free cash
flow in the fourth quarter of 2006, achieving our stated goal of
potentially reaching free cash flow positive as early as the fourth
quarter. Although true GAAP earnings are years away, it is important
to note that this is real cash flow and that includes the effect of capital
expenditures.


For 2007, we expect total revenue to approach $1 bflhon. If we
accomplish that goal, it will be the fastest to $1 billion in revenue in
the history of radio.


3. Company sponsors competitor’s transcript


4. Issuer-sponsored research firm sponsors


client’s transcript (.e.x..~..m..p.lff).


Reviewing 2006, we expected $615 million in revenue and we
delivered $637 million. Our average monthly revenue per user, or
ARPU, was $11.01 in 2006, up from $10.34 12005. Our 2006 ARPU
included a $0.56 contribution from net advertising revenue, an
increase of 100% from the $0,28 net advertising revenue in 2005.


5. Investment newsletter sponsors transcripts of
successful stock picks


6, IR firm sponsors transcript of micro-cap
company


At the beginning of 2006, we expected to have more than 6 million
subscribers at year-end, and we delivered on that odginal goal.
Although strong grewth in the first-half of the year caused us to revise
upward our mid-year guidance, which was later reduced back to our
original goal.


7. Consulting company sponsors company’s
transcript in sector of interest


Your company’s name and promotion could
have been on this transcriptl .L.e .a.r.n.m...o.re., or
.e..m.~!!..~a..~k...M..!!.!.e...r’ for details.


It is also interesting to note that in Canada, Sirius’ fourth quarter MPD
share was in excess of 70%. Last year, we also said that we expected
to double our installed base of automotive customers dudng 2006.
We started 2006 with 824,000 OEM subscribers and ended the year
with more than 1,9 million, a 138% increase.


For the full year of 2006, Sirius achieved a 55% share of OEM net
subscriber growth. We expected a 2006 customer chum rate of 1.8%. We delivered a chum rate which was 1.89%, and I am
also pleased to report that our self-pay chum remained flat at 1.6% for the year, an industry-leading metric. We expected 2006
SAC per gross add to approach $110 and we delivered $114 for the full year and $103 for the fourth quarter. This is down from
$139 SAC per gross add in 2005.


We expected the adjusted loss from operations EBITDA to be $565 million for the full year and we delivered $513 1 million, a
9% improvement and a clear indication of our cost-based focus


Looking forward into 2007, we expect revenue to approach $1 billion; subscribers to top 8 million; churn to average between
2.2% and 2.4%; and SAC per gross add to drop to approximately $95,


I believe that Sidus cleady delivered in 2006 and we are being very realistic about 2007. I will let Jim, Scott, and David take
you through some more highlights in a moment, but I first want to make a few observations.
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First, high levels of customer satisfaction coupled w~th the low levels of customer churn and increasing automotive penetration
rates are great Indicators of a positive long-term future for satellite radio end a solid place for our branded content in the new
media wodd.


Second, Sirius is the premier destination to discover and experience audio entertainment, whether you are in your call or in
your home, office, dorm room or on the Intemet or in a WiFi enabled hotspot, Sidus’ leadership in commemial-free music,
premier sports and talk remains paramount to our success.


Third, as CEO and a large shareholder myself, I do not need to tell you that our stock performance has not matched our
financial and operational success. I will remain steadfast in running this company to maximize our financial and market position
and I am confident in our ability to deliver the best radio on radio.


Thank you for listening and we w=ll be glad to handle your questions after we hear from the rest of the management team. Jim
Meyer will now talk you through some of the operational details.


James E. Meyer


Thanks, Mel. 2006 was a very successful year for Sirius. Our initial 2006 goal of reaching padty in the marketplace was
exceeded in each and every quarter of the year. Our goal for 2007 qmte simply is to maintain our clear market leadership and
as Mel mentioned, this is a dramatic reversal over the last two years.


In 2006, our product and distribution strategies were very successful. On the product s~de, we refurbished the product lineup
with several new products, while reaching our cost reduction objectives and introducing some innovative firsts into the
marketplace. We believe that the new products we have introduced make Sirius the produce lineup leader with the strongest
offering in the industry, and you can expect more in 2007.


Sirius added 2.7 million net additions in 2006. That was comprised of approximately 1.1 million net additions from our auto
partners and approximately 1,6 million retail net additions. Self-paid chum remained flat at 1.6% and total chum was 1.9% for
the year.


In 2006, we made several investments aimed at our customer retention initiatives and we will continue to make additional
investments in 2007, focused on retention initiatives.


Turning to the retail sector, the approximate 1,6 million retail net additions for 2006 represented a slight increase in retail net
additions over 2005 and accounted for 55% of the 2006 satellite radio retail net addition share. In the fourth quarter 2006, our
retail net add share rose to 65%, its h~ghest level ever In addition, in the fourth quarter S~dus also captured 54% of gross
subscriber additions.


Overall, I am very pleased with where we are in the after-market side of the business. Obviously our retail partners are aware
of the strong consumer preference for Sirius. One particular success story for Sidus in 2006 was at Wal-mart where, as
promised, we accomphshed our goal of reaching parity in market share for the important fourth quarter. In addition, Sirius
received the coveted Best Supplier of the Quarter Award for audio electronics from Wal-mart for the fourth quarter of 2006.


In 2007, in the after-market segment, we expect to maintain our market share position, including our market share leadership
at Wal-mart for the full year.


Another key objective for 2007 is to continue to reduce our after-market SAC, This will be accomplished as we integrate our
new generation four chips into our product lineup later this year. Not only will this effort significantly reduce the cost of our
radios but the benefits will include a continued reduction in size and heat, leading to better, more innovative form factors as
well as improvements in battery I~fe.


The generation four chips are currently in production at ST Micro Electronics and we will begin to phase them in radios later
this year.


On the technology front, I am also pleased to report that we are operating our hieramhal oveday modulation now for almost
four months and you should expect us to launch new services in the first-half of this year. Stay tuned.


Now let’s turn to the OEM wodd. In 2006, S=dus added 1.1 million OEM net additions, capturing 55% of the total OEM net
addtt~on share In the fourth quarter of 2006, Sirius added a record 349,000 OEM subscribers, which represents 65% of fourth
quarter OEM net addition share, the highest results in our history. The 349,000 fourth quarter net OEM additions represent an
improvement of 44% over our fourth quarter 2005 performance.


As Mel mentioned, our goal for 2006 was to double our OEM subscriber base and we more than accomplished that goal. Sidus
started 2006 with 823,000 OEM subscribers and ended the year w~th over 1.9 million subscdbera in this important channel.
Factory programs continue to gain momentum. Sirius ended 2006 with 132 individual vehicle model factory programs and 149
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total vehicle model programs.


OEM economics will continue to improve and our penetration rates continue to increase. The company’s exclusive U.S.
automotive OEM partners now number 21 individual automotive brands.


It is important to note the Chrysler Group is targeting a 40% overall penetration rate for the 2007 model year with Sirius factory
programs. This is up from approximately 30% in the 2006 model year. Effective this month, the first Chrysler Group vehicles
with Sirius real-time traffic are now hitting the dealer showrooms. This exciting new feature can be found in select vehicles that
include a new MyGIG radios.


Dunng the fourth quarter, the Chrysler Group launched a significant national med~a campaign which prominently featured
Sirius in "IV spots for Chrysler, Dodge, and Jeep vehicles. This national exposure was not only great for our brand but also had
a very positive impact at the dealer level. Awareness of the Sirius option at the consumer and dealer levels has never been
higher.


Ford is also coming on strong with Sidus now as a factory installed option in 22 vehicle lines, up from four models at the
beginning of 2006. The Fon~, Lincoln, and Mercury penetration rates for Sirius are all exceeding initial projections. Strong
customer and dealer demand for the Sirius option is driving these increased penetration rates.


During the third quarter of 2006, Volkswagen and Audi began their 2007 model year launch of their previously announced
exclusive partnership with Sirius. As previously mentioned, Volkswagen and Audi are targeting an 80% installation rate in their
2007 model year. This program is now fully operational and we are completely engaged with this important partner and their
dealers.


Finally, Mercedes-Benz continues to install Sirius radios in now over two-thirds of all model year 2007 vehicles. Both deal and
customer demand for Sirius in the Mercedes-Benz lineup is strong and improving.


In conclusion, I would like to make a few comments regarding consumer demand for Sirius satellite radio. As everyone knows,
Howard’s show debuted on Sirius in last year’s first quarter and our subscriber growth benefited in a large way. As you see the
MPD data come out for th~s year’s first quarter, you should expect to see declines from last year’s pace. January will be the
steepest decline. From February forward, you should expect and we are seeing in February, continuous improvements as we
work through last year’s Howard bulge.


Another area for discussion is any consumer confusion caused by the pending merger We must not confuse consumers as we
take the time necessary to work through the regulatory approvals required, To combat this issue, quite simply we will
guarantee customers that any radio they buy from Sirius will not become obsolete. It is a simple but effective message to our
customers and a very safe thing to do, given our long-term commitments to our OEM partners.


I would now I~ke to turn It over to Scott.


Scott A. Greenstein


Thanks, Jim. In 2006, Sidus delivered on and solidified our position as the best radio on radio. To highlight the depth and
diversity of our content on any given day and every day, I give you one example; leading associated press writer Larry
McShane’s story describing Sidus by paraphrasing renowned DJ Cousin Brucie as a new [inaudible] sums it up. McShane
covered a day in the life of Sirius, a typical Tuesday, an article that was featured in pdnt and online news outlets across the
country with total c~roulafion and wewership of over 38 million, detailing a day that featured Jamie Foxx announcing his
exclusive urban comedy channel, T.G. Barber on NFL Radio, Howard Stem on the air, Martha Stewart doing her program on
her channel, Senator Bill Bradley, along with highlights from the Catholic Channel, Candace Bushnell’s radio show, OutQ, and
of course other elements of Stem’s programming.


If McShane had been here a couple of weeks later, he would have seen the Sinatra family announce their exclusive new
channel on Sirius and last week, Barbara Waiters talking to listeners on her live cell-in Oscar show.


I will not spend much more time on the highlights of that day that McShane visited Sirius except to say that what made that day
for him and what makes Sirius so special every day is that our pdodty, our m~ssion and our promise to our talent and most
importantly to our listeners is to have the best content go on the air. The old phrase content is king is still true in this
technologically changing world today, and content is what makes Sirius the leader. It is what makes us the premier audio
entertainment company.


Now let’s talk about the biggest launch in radio since Howard Stem came to Sirius; Sidus NASCAR Radio. As everyone
knows, NASCAR is the biggest spectator sport in America. If Daytona is any indication, NASCAR is every bit as huge as we
thought it would be. Calls have jammed the lines every hour of the day since S=rius NASCAR radio launched its 24 hour
service. A retail store close to Daytona sold out their entire Sirius stock by Saturday and race fans were approaching Sirius
staff on site all weekend telling them what a difference Sirius NASCAR Radio has made to their race and fan experience.
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Every one of the 37 racers in the NASCAR season will be an incredible promotional tool for us, locally activating each market
on a grassroots level with the sheer power of what NASCAR describes as a virtual Super Bowl in 37 cities and selling Sirius
NASCAR radio from Daytona and Talladega to Las Vegas and Phoenix.


We have also seen a tremendous response to the programming on Sirius NASCAR radio from the sports media, Much like our
unrivaled football coverage on Sidus NFL radio, we are confident that Sirius NASCAR radio will continue to win over fans,
pros, and press alike with unprecedented 24-7 coverage of every race and everything in between.


To sum up, USA Today in their Daytona coverage said: "For total immersion, the true diehard should also listen to Sidus
satellite radio which will premier its NASCAR coverage with ’10 channels that will be devoted solely to specific drivers, offedng


their in-car chatter non-stop throughout the race."


L~ke it has for us before, this kind of focus on premium programming results in remarkable positive press coverage, and as you
have heard me say over and over again, press coverage serves Sidus both as publicity and cost-effective and organic
marketing.


To illustrate the power of the point and the marketing dollars saved, in the whole of 2006, more than 13,000 print stories
appeared with audience impressions of more than 25 billion in media outlets, including Forbes, Time Magazine, Los Angeles
Times, Chicago Tribune, Washington Post, USA Today, and on and on and on, as well as being featured in broadcast
segments on numerous network and cable programming, including the Today Show and Good Morning Amedca.


Supported by our ongoing partner marketing with the likes of the NFL, Martha Stewart, Playboy, Cosmo, and the NBA, and the
continued success of our best radio on radio campaign, we are confident that that press, coupled with our brand marketing and
our partner marketing, we will remain not only the programming leader but the marketing leader as well. This is addition to the
Daimler-Ch~ysler Mercury marketing campaigns that Jim referred to, as wel! as Radio Shack campaigns where Sirius and its
programming were featured as the center of the marketing campaign in those particular instances, not just an add-on.


Advertisers continued to show they want to be where the best programming on radio ~s. That is no more apparent than on the
new Sirius NASCAR radio channel, which just launched in January and saw advertising from the likes of Castrol and Home
Depot.


In the coming months, look for the debut of new shows from publishing icon Jane Pratt, renowned pet expert Sonia Fitzpatrick,
and the launch of exclusive channels, Seriously Sinatra and Jamie Foxx’s Foxhole will all be on the air before the summer, and
of course, more on NASCAR as the year progresses with the races.


We at Sldus remain committed to our listeners. We are confident that Sinus wdl continue to be the best radio on radio, and we
look forward to another year of doing just that. Thank you and I will turn it over to David.


David J, Frear


Thanks, Scott. As in prior calls, my comments will follow the condensed operating statement in our press release, which
excludes the effect of stock-based compensation expenses in the individual line items.


Sirius delivered a great fourth quarter and a great year, with a record 2.7 million net additions for the year in the company’s first
ever quarter of positive free cash flow. The 905,000 net subscribers added in the fourth quarter represents our fifth consecutive
quarter of segment leadership in the metric that directly translates into our leading revenue growth.


Total fourth quarter revenue increased by t42%, or $113 million year over year to $193 million, as our subscriber base nearly
doubled to over 6 million subs from just under 3.3 million a year ago. The nearly 3 million subs added in the last year have
ddven our annualized revenue run-rate to nearly $800 million today. This rapid growth has been accomplished with a high
degree of efficiency as our focus on free cash flow has pushed us to drive and improve every key metric.


As Mel mentioned, SAC per gross add for the year improved 18% to $114 per gross add, and would have been lower but for
costs associated with our FM modulator rework. The reduced fourth quarter SAC per gross add brought net cash invested per
sub essentially to break-even levels. Our low in leading total churn, which includes self-pay churn as well as non-conversions
of bundled subs, was 2% in the websita and 1 9% for the year. This up-tick is attributable to the increase in our OEM
subscnber base in our mix and the roll-off of non-converting bundled subscriptions.


Importantly, the self-paid component of our chum has remained very consistent with prior quarters, averaging 1.6% for the
year and we do not see this changing in 2007. We do expect total churo to increase to a range of 2.2% to 2.4% in 2007, as we
see the impact of a growing number of bundled subscriptions coming up for renewal.


Our results for 2006 also cleady showcase the scale inherent in our business model. Customer service and billing expenses
per average subscriber declined 44% for the quarter to $1.49 per month and for the full year declined 4t% to $1.24.
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For 2006, total cost of service dropped from 76% of revenues to 59%, fully absorbing and then some the effect of adding
Howard Stem to our lineup in 2006.


The balance of our operating expenses, engineering, design and development, G&A, and sales and marketing, were
collectively cut ~n half as a percent of revenue in 2006 and we expect substantial continuing improvement in 2007.


Our adjusted loss from operations, or adjusted EBITDA, for the quarter improved by $59 million year over year to a loss of
$167 million, better than street expectations. For the full year, adjusted loss from operations improved by $54 million to a loss
of $513 million, beating out guidance for a loss of $565 million. The fourth quarter adjusted loss from operations represented a
26% improvement year over year, despite the additional fixed costs associated with our expanded and exclusive content. In
2007, we will continue to build on our already extraordinary content package with the addition of NASCAR, Jamie Foxx’s
Foxhole, Seriously Sinatra, and other new exciting content while maintaining tight spending discipline.


Adjusted EBITDA before SAC in marketing costs which the analyst community refers to as pro-marketing EBITDA, was
positive $39 million for the quarter, or a 20% margin compared to a negative $18 million in Q405, or a negative 23% margin
Similarly, for the full year we saw a $176 million improvement in pre-marketing EBITDA to positive $129 million.


For the fourth quarter, Sidus achieved its first ever quarter of positive free cash flow after capital expenditures, with free cash
flow of $30 million compared to negative free cash flow of $63 million in the prior year period.


Sirius ended the quarter with approximately $409 million in cash, cash equivalents and marketable securities, up from
approximately $352 million at the end of Q3.


In sum, 2006 was a m~lestone year for Sirius as we dehvered on our business plan of achieving positive free cash flow, adding
a record number of net new subscribers in a cost-effective manner and continuing to provide and enhance the best radio on
radio. As disclosed in our press release, we are guiding to revenue approaching $1 billion on year-end subscribers of over 8
million and clarifying our expectation for SAC improvement and for chum.


Please note although our adjusted EBITDA loss and free cash flow will continue to improve substantially in 2007, we are not
currently providing guidance on these measures m light of our pending merger with XM.


With that, let me turn it back to Mel.


Mel Kannazin


Thanks, David. Just before we take your questions, I would like to mention a few things that I am really excited about for 2007.
First, exciting new products and services such as traffic, video and smaller radios with longer battery life and new features will
continue to keep Sirius at the forefront of consumer interest and demand.


Second, as Scott mentioned, excellence in execubon for both new and existing programming is paramount to our success.
Getting the programming right is a constant activity so that everything from our music, talk and sports is continuously
challenged and we are never finished. Every show, program and channel needs to be the best that it can possibly be within the
financial goals that we have established. In particular, I am particularly excited about the new relationship with NASCAR and
the impact that will have across our business. The introduction of the driver channels that Scott has mentioned could be very
significant. In addition, the Catholic Channel, the Metropolitan Opera Channel, and the upcoming launch of Seriously Sinatra
Channel, are all very exciting.


Sirius is particularly excited about the fact that it is successfully gaining penetration with 90% of the customers who currently
do not purchase satellite radio but instead rely on terrestrial radio and other technology, many of which are available for free.


Finally, last week we announced the merger of equals with XM. We held a conference call and a replay of that call is available
on our webs}to for you to listen to. On Wednesday, we filed the merger agreement with the SEC as an 8-K and that is available
on our website.


Additionally, we posted a Q&A on our website for answers to your frequently asked questions related to the merger and I
would encourage you to read it.


Tomorrow, I will be in Washington to testify on the benefits of the merger and the greater consumer choice we believe the
merger will generate. We believe that the combination of Sirius and XM is a win-win for consumers, partners, employees, and
shareholders Over the coming months and years, we look forward to working w~th our counterparts at XM to achieve the
significant benefits of this combination and execute on the many exciting opportunities this merger will create. I look forward to
working with Gary Parsons and the entire team at XM and believe that together, we can offer consumers the very best radio on
radio.


Let me end by saying that we are confident once regulators and government officials have a chance to understand our
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business, our combined marketplace and what the combined company will offer consumers, especially In terms of choice, that
they will see the benefits of this combination.


I am sure some of you may have some questions and we will be glad to address them if we can, so Operator, please open up
for questions.


Question-and-Answer Session


Operator


(Operator Instructions)


We will take our first question from Ben Swinbume with Morgan Stanley.


Ben Swinburne - Morgan Stanley


If I could ask a retail question and an OEM question, on retail, Mel, does the guidance have a - bake in some number for
consumer confusion around the merger? I know you mentioned that in your prepared remarks and I am wondering if the 8
million plus number was adjusted downwards just to bake in some expectation that you will get less people walking in the store
to buy radios because of the confusion over who is the surviving company


On the OEM side, I know you guys have less expedenca on this than XM, but any lessons learned you can share with us
about how you at Sirius can either drive the conversion ratio higher or lower based on things you control, and how much of that
is really just dictated by how the dealer performs and the OEM partner?


Mel Karmazln


I am going to ask - I know you d~rected the question to me, but I think that Jim is better equipped to answer your specific
questions, so I will let Jim handle it.


James E. Meyer


On the guidance for what we expect to do in 2007, I think it is fair to say that we have tempered the first-half of the year for
what we believe are realistic expectations for retail demand in the after-market, and then we would expect both by getting by
the Howard bubble as well as effectively communicating that there will not be an obsolescence issue with the pending merger,


that we will see modest improvement in the second-half of the year. That is what is in our guidance and consistent with what
we believe.


On the OEM side, we have learned a lot. I am afraid we have not learned as much as our counterparts have, but we are
working very hard at it. Very clearly to me I think you h~t on a key point, and that is it is very important to be - we are leaming
more and more to be both integrated with let’s call it the factory or a part of how the mother company goes to market with their


merchandising and their campaign. I think we have made great progress there with both Chrysler and Ford, but as importantly,
the dealer does play a very ~mportant role in retention rate in our understanding. First and foremost, just making sure the
consumer knows he has the service, so we are very focused now. We have added a group in Detroit that is fully focused on
working with the dealers and working with how we communicate with the dealers to Improve our retention rates.


Mel Karmazln


I think the idea of the merger has certainly caused - gotten satellite radio more front and center, so that part of it has been a
positive. Again, I think our experience this past weekend was that we were not adversely affected from where we thought we
would be because of the merger but it is understandable that there could be dudng this process some confusion. We will do
our best to minimize that confusion, but that is possible. I still think that the ~dea of us adding about 2 million net subscribers
this year is a pretty good growth rate for our company from where we are standing today.


Operator


We will take our next question from Robert Peck with Bear Stearns.


Robert Peck - Bear Stearns


Just a couple of quick questions here, First of all, Mel, in 2010, you had previously given out revenue and free cash flow
guidance. I am wondering if you can reiterate that or update us.


David, I was wondering if you could -- I know you said you won’t give ’07 EBITDA or free cash flow guidance, but could you
maybe talk about it directionally, particularly ex-merger costs, where you think that should be narrowing, and free cash flow, do


http://media.seekingalpha.com/article/28184 7/19/2007







Sirius Satellite Radio Q4 2006 Earnings Call Transcript - Seeking Alpha Page 8 of 13


you think you will be free cash flow positive, et cetera?


Lastly, I am wondering ~f either of you can comment on the retail market share. Yesterday your competitor was out there
saying that they think they can narrow your current market share and maybe you could talk about what is driving that and how
you think you can defend it Thanks.


Mel Karmazin


On the first point about our long-term guidance that we had given, our comments that we have made, nothing has changed but
for the merger. So you should assume that the only thing that has made us not be giving you any guidance has to do with the
merger, not the fundamentals of our business.


On your last point, I have been hearing, we had originally said when we were on the shod-end of the market share, that you
should expect parity and from the time we exceeded padty, I have been hearing that they are going to gain market share. I get
information every single week and the information that I get every single week still indicates Sirius has got the leading share at
retail. I certainly understand that we have a good competitor in that area and that they are going to work on trying to increase
their share but we are going to work hard, as Jim pointed out, on maintaining our lead at retail.


David J, Frear


I think as I said in my remarks, you should expected the adjusted EBITDA as well as free cash flow again, but for the merger,
to improve substantially from what you have seen in ’06, that the leverage in the business model now I think is very clear to
everybody. The contribution margin, I know that we do not provide a variable paced P&L but the contribution margin remains
right at about 70%, so we are enjoying the benefits of the leverage


As Mel said, the changes to our gu=dance are ddven not by changes in our view of operations but simply by the considerations
of the merger.


Mel Karmazin


Just so you know, when we were thinking about ’07, if we did not announce the merger, we would have given you the same
subscriber guidance.


Operator


We will go next to Lareine Mancini with Mernll Lynch.


Laralne Manctnl - Merrill Lynch


When your competitor reported yesterday, they suggested that they thought retail would slow in ’07. Could you comment on
your view of the overall retail industry in ’07? Second, there are a lot of rumors that GM and Chrysler might merge. How do you
think that affects the space and the install rates?


Mel Karmazin


I will give you the second one. I do not know what is going to happen out there. We have a contract with Daimler-Chrysler.
They are a very important partner. We are an important partner to them. Certainly we touched base with them since our
merger and they were very enthusiastic for us and we will just wait and see what happens with them, but you should rest
assured that we have a long-term contract with them and there is some very attractive economics for that contract to go on
forever because of the fact that they receive, as we pointed out in the past, a revenue share for the life of the vehicle that if in


fact we were not involved with them, they would have significant shortfalls from what they would expect to have received from
us. But we are working closely with them, and as Jim pointed out, we are excited about their commitment to satellite radio.


James E. Meyer


On the retail side, I think a couple of things. One is thin is not going to help much, but I will tell you the year is starting out
through eight weeks exactly like we expected d to. It is a little scary how close it is tracking to exactly what we laid out. We
knew we had to get by the Howard bubble. We learned that lesson in the fourth quarter of last year.


I fully expect, as I said in my comments, to see that variance versus last year improve on a monthly basis. I think in the middle
of the year it gets back to flat, with maybe a tiny bit of growth. I don’t know, end unfortunately we are going to have to wait
again until the November and December timeframe because of the size of how much contribution that is to see what the
overall year is go~ng to look like in retail.


Personally, I believe we are going to end up with growth in the overall industry and I also believe that with effective


http://media.seekingalpha.com/article/28184 7/19/2007







Sirius Satellite Radio Q4 2006 Eamings Call Transcript - Seeking Alpha Page 9 of 13


merchandising, we can get to that bigger bubble. There is still a tremendous amount of customers out there who do not have
satellite radio and a big opportunity for us to get there and that is how we are going to merchandise and market for the
remainder of the year.


Operator


(Operator Instructions)


We will go next to Eileen Furukawa, Citigroup.


Elleen Furukawa - Cltigroup


Thanks for taking the question. I have a couple. Just a little update - in your meetings with regulators over the last week, could
you just give us an initial summary of the feedback and what their key concerns have been? Now also, what portion of your
time do you expect will be spent in the coming months working on getting approval for the planned deal?


Then separately, could you give us a better idea of what the marketing spend you expect for next year, and do you expect an
increase on a per gross add basis, given the increased spend you talk about for minimizing merger confusion?


Also, just in general what you think merger costs could be in 2007.


Mel Karmazin


We are certainly not prepared to speculate or to estimate what the merger costs are going to be, mainly because we are going
to have to wait to hear from the Justice Department, as well as the FCC on what kind of information and what process we are
going to be going through.


Regarding our conversahons with regulators, they will be ongoing. We have met with each member of the FCC already. We
have met in person with them along with Gary Parsons, so that we continue to give them information, The information is why
this is in the public interest. We have made some I beheve good arguments as to why ~t is in the public ~nterest. I believe that
when we file our application with Hart-Scott-Rodino we will lay out the competitiveness of the market and how this transaction
is not anti-competitive.


When we file our applicahon with the FCC, we will outline why this is very much in the public interest and if you take a look at if
the merger does not happen, what is in it for the consumers versus if in fact it does happen, what is in it for the consumers, it is
overwhelmingly a benefit of this merger for consumers and we think that is the public interest standard.


What amount of time I am going to spend on it - I think the day expands based on how much you have to do, so I think David,
Scott and Jim are going to be pleased that I will be distracted with some other things to do so I will not be bugging them quite
as much as I have. They are well.equipped to handle their areas of responsibility and I could spend more time working with the
regulators going forward. Hopefully this process will take somewhere in the six to nine months.


We beheve at the end of the day and again, we are optimistic that we can get this merger approved.


Eileen Furukawa - Cltigroup


Also, what kind of marketing spend you expect?


Mel Karmazln


I think that our marketing spend has not been adjusted for the merger. We believe that we have a good amount of money
budgeted for advertising and marketing. If you take a look at our brand awareness, Scott had talked about it during his
remarks, we have great brand awareness, so the Amedcan consumers know about the service and we have a lot of work to do
because as I mentioned in my opening remarks, 90% of the consumers out there are not subscribing to satellite radio, so if you
were to take the number of subscribers we have and adjust it for multiple receivers and adjust it for people who own both, you
get to about "i0 million subscribers.


We know that there are 250 milhon cars on the read today. We know there are 109 million homes. We know that there are
about 300 million people and we have 10 million subscribers, so we have done a really good job over the last five years, but
there is a very long way to go and we think that we have budgeted in the guidance we have given you the correct amount of
money for advertising, although Scott will tell you that you never have enough money in advertising


Operator


We go next to Bryan Kraft, Credit Suisse.
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Bryan Kraft - Credit Sulsse


Thank you. I just have two quick ones. What percentage of your base is now family plans subscriptions and how are you
thinking about the segment going forward? Then also, could you just talk about what your expectations are for self-pay SAC
per gross add that is embedded in your SAC guidance?


David J. Frear


The multi-subscription plans, they are in the 13% to 14% range and we do expect them to increase as we continue to market
into our subscriber base.


Self-pay chum rates, I think as we said before, we expect to remain largely consistent. What we have seen over the last couple
of years, there has not been a whole lot of variation to them. They do show some seasonality, that they tend to be a little bit
higher coming off the back of the Christmas season. They tend to be a little bit higher in July coming off the back of Father’s
Day selling. But over the course of the year, they have been very consistent in this 1.6% range.


Operator


We will go next to James Dix, Deutsche Bank.


James DIx - Deutsche Bank


Good morning, gentlemen. Just a couple of questions. I wanted to know whether you had any estimate as to what proportion of
the adult population has actually heard satellite radio, whether you have any survey data on that. Then, have you done any
work to try to break down why people chum, other than simple non-payment?


I guess my last question would be, do you have any assessment as to what you think the longer-term impact might be on the
OEM channel from the efforts of the auto-makers to facilitate the use of nomadic devices in cars, like iPods, MP3 players,
Smartphones. I’m thinking for example of Ford’s program to install the sync system starting with the next model year. Thanks.


Mel Karmazin


On your first question, no, we really do not have any data that will tell us what percentage of the people have listened to
satellite radio. We know the number of listeners that we have to our service. We know that we did a free sampling on the
Intemet, where you can listen to our content for a weekend, and that got some great reaction. But I do not have any hard data.


Regarding all of the other items that the car companies have had in their cars, we certainly look at all of these audio options as
competitive to satellite radio and certainly the idea of an iPod ability to be m your car and someone is going to potentially listen
to that as compared to satellite radio is a competitor. Having said that, I believe that there has always been a competitor and
lots of competitors for the car for radio and in addition, for us competing with terrestrial and radio, all of the radio industry faces
competition from CD players, and when cell phones first came into the car.


So yes, from one point of view, them is a great deal of competition and it is sort of clearly explains our viewpoint on the
merger, that there is so much competition. On the other hand, we have been focused on our own content, and Scott goes
through each quarter painstakingly the investment that we have made in content and we behave that our content is superior to
any other choice that you would have in this competitive area.


So from our point of view, we think that Sirius will be the big winner when it comes t~me for having the best radio on radio.


There was a middle question that I am not sum I got.


James DIx - Deutsche Bank


Just any data you had on why people chum, other than simple non-payment, any surveys on that?


David J. Freer


Non-payment is far and away the biggest source of chum, and then it drops dramatically from there to some general
categories that go with some kind of dissatisfaction, whether it is with equipment or reception or programming. We generally
find that if you are going to chum for a dissatisfied reason, it tends to -- ~t is almost hke an infant mortality thing. It happens in
the first 60, 90 days of service And then you get to receiver-related and vehicle-mlated things, which are k=nd of like the
tumover of homes in the cable industry, where somebody’s receiver is lost, stolen or destroyed, or they sell their car or their
car is stolen or gets in a wreck.


Those am the principal components.
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Mel Karmazln


I think that 1.65 or thereabouts in self-pay churn is pretty good, particularly when you look across other subscription
businesses, and that is really what we measure for the satisfaction of our service, as compared to something that we have
which most other subscription businesses do not have, which is the OEM convem~on aspect of the business. So that 1.65 we
think is pretty good churn that we continue to work on to try to improve even more.


Operator


We will go next to Barton Crockett, JP Morgan.


Barton Crockett -JP Morgan


I really wanted to ask about two things. One, if you could just tell us, give us a clearer, more precise update on your
expectations for OEM conversion from the promotional periods. I know in the past you have said generally over time it should
trend like XM. I think you have also had some verbiage that you are maybe a little bit greener at working on the pmmofional
conversions than XM I am just wondering ff that suggests maybe if you think it might start at a little bit below where XM is right
now and then trend up over fime as you get better. That would be the - get more experience at this.


The second question then would be, turning to the merger side, can you tell us specifically if your contracts with Howard Stem
or with the NFL, your two most high profile content deals, I guess I would also throw Martha in there and NASCAR, if those
give you the right to put that content on XM ~f you were to complete a merger as the contracts are currently stipulated, or
whether you would have to go back in and adjust those contracts? Give us some sense of how significant you think that
adjustment process might be. Thank you.


Mel Karmazln


On the second point, we are not going to comment on any of the details in any of our specific contracts. We have said that we
believe that the synergies that are available to shareholders as a result of this merger are very sigmficant. We have affirmed


the range that generally Wall Street has estimated for the benefits of the merger and you should work with that number and
assume that if in fact there are any that would require any adjustment, that it would be reflected in that overall synergy.


Again, let me turn it over to David on the first part of the question.


David J. Frear


On the conversion rates, I think we are going to stick with talking to about our business in the way that we have been for the
last couple of years. We have been providing you guys guidance on the aggregation of our different distribution channels. As
we have looked at this and considered =t over the coume of the past year, we think it is the best way to continue to do it, So
obviously the OEM conversion rate is embedded w~thin the total chum that we have cons~stenfiy reported for the last couple of


years.


We get there for a couple of reasons. Our go-to-market model with our OEM partners ~s significantly different than our
competitor’s. We have a b~g distribufion partner who bundles in 12-month subscripbons. We have another big d=stribution
partner who uses six months. We have got guys coming online in the course of the next year or so that will be at three months.


So as we look at the conversion rate, we do not know what we would ask you to apply it to, that we do not have a bundled sub
category that rolls up for renewal at a predictable and consistent pace the way that our competitor has, who has a very -- the
dominant portion of their volume goes out with this three-month promotional period.


I just think that there is a lot less utility in it for guidance purposes, so we are going to stick with total chum.


Operator


We will go next to David Bank, RBC Capital Markets.


David Bank - RBC Capital Markets


Just a quick one - actually, two quick ones. The first one was, I appreciate the increasing depth of information that you guys
are giving. I was wondering if I could go one step further and get gross adds by channel.


The second question is Mel, in terms of the regulatory process here, have you ever encountered -- you have done a lot of
transactions. Have you ever encountered something close to this in terms of what you feel like you have to surmount to get the
deal done?
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David J. Frear


On the gross adds by channel, again I th=nk we are going to stick with the rule that we have been using for guidance going
forward, that the gross adds by channel, if we are not going to pair it with SAC by channel, if we are not going to pair it with
chum by channel, then it is kind of like an island of information.


I think we will just continue to report gross adds ~n total


Mel Karmazln


On the regulatory side, I have done a few of these deals and it seems that all of them have gotten the attention of regulators
and congress. I remember when we did a transaction that involved the Philadelphia radio stations and somebody said "well,
you will have two country music stations and you are going to own the country market".


If you think back to the Westinghouse-CBS merger, when there was two all-news radio stations, WINS was Westinghouse and
WCBS Radio was CBS, and there were questions that were raised about the combination and owning the all-news radio
market in New York City.


The deal involving Infinity and CBS obviously prompted some congressional hearings and we went through the process, both
with Hart-Scott-Rodino and the Justice Department and the FCC, and at the end of the day, they concluded that it was correct.


We did an $80 billion merger between CBS and Viacom that caused a great deal of attention and we had a number of
hearings. We went through the FCC and the Justice Department and felt that was in the public’s best interest.


If you think about this one, you have as I mentioned, there is 10% of the population that has satellite radio that even the people
who have satellite radio have an AM/FM radio alongside it. We also in every one of these situations, the idea of having all of
these choices available to the consumer are obwously plentiful, and though I do not like to highlight this, you have seen our
losses this year and you saw what XM’s losses this year are. So you are really deahng w~th companies that are losing $1.5
billion on an EBITDA basis and even on a real free cash flow basis, losing hundreds and hundreds of millions of dollars.


Again, we are going to have to make the arguments to the regulators that this merger is not anti-competitive, which it is not.
We are going to make the argument that it is in the consumers’ best interest, which it is and we are going to hopefully prevail. If
not, we are going to do our best to try to prevail.


Operator


This does conclude today’s question-and-answer session. At this time, I would like to turn the call back over to Mel for any
additional or closing remarks.


Mel Karmazln


Thank you for joining us today and have a good quarter


Operator


This does conclude today’s conference. Thank you for your participation.
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Maintain Buy rating and $18 12-month target price
XM reaffirmed full-year subscriber guidance of 9.0-9.2m, vs our 9.0m estimate.
Revised FY CPGA guidance of $111-114 was better than our $121 estimate,
although higher than some Street estimates. OEM growth ~s what ~s beating
expectations. We rate XM as a Buy as an economical play on U.S. satellite radio
growth, and our investment thesis adds roughly $5 per share in value for the
d~scounted merger synergy prospects.


1Q07 results beat on subscriber growth, in line on EBITDA loss
Net sub additions of 285k were 33% above our 214k estimate, w~th OEM net
adds of 225k well ahead of our 118k est, while retad adds of 60k missed our 95k
est. Self-pay churn was 1.8%, better than our 1.9% estimate, similar to 4Q. Sub
revenue was in line w=th our $236m est, and ARPU of $10 15 was in line w~th our
$10.17 est. SAC of $65 was in line with our $64 est, though up from $62 last year.
CPGA was $103, better than our $1t0 estimate, though up from $94 last year.
Adjusted EBITDA was a loss of $27m, dead in line w~th our $27m loss estimate.


XM still expects positive cash flow from ops in 2008
Management indicated that 2007 growth would be back-end loaded m both the
OEM and retail channels. We raise our estimate of OEM gross subscnber
additions to 2.6m from 2.4m (on 3.1m installations) for 2007. We estimate that
GM installat=on rates should near 50% by the end of 2007, We expect XM’s retail
9ross subscriber additions to moderate their declines to under 10% by year-end.
That said, reflecting higher churn in the retail channel, we estimate c.350k retad
net subscriber additions for the year, just 26% of annual growth.
Buy reflects 12-mo $18 TP, on c$13 stand-alone value + $5 for deal possibility
Our XMSR DCF assumes 14.4m subscribers by 2010, 30m by 2020, a 4% TVG
and 14% WACC and a merger analysis assuming $4.6bn in synergies and a 50%
probability of a deal with few matenal conditions. R=sks to our rat=ng and TP
~nclude changing market for technology-dnven businesses, subscriber growth
volatdity, competing technologies, nsing costs, liqu=dity, and adverse legal
developments (including failure to gain merger approval).


Year End Dec 31 2006A 2007E 2008E


1 Q EPS1 -060 -0.40A


2Q EPS -087 -0,47


3Q EPS -032 -0.47
4Q EPS -090 0.22


FY EPS (USE)) -270 -1.87 -128


Revenue (USDm) 9334 1,141.2 1.3568
Source. Deutsche Bank estimates company data
~ Includes the ~mpact of FAS123R requmng the e×pen~ng of stoc~ opt~ns


Pnce at 26 Apr 2007 (USD) 11.78
Pnce Target 18.00
52-week range 20.22 - 10.17
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(in m except per unit data)
Income statement


Total revenue
Net ad sales revenue


Operating expense
EBITDA


Margin
EPS


Operating metrics
Net subscriber additions (000)
Churn
Total ARPU
SAC per gross activation
CPGA


1Q07A 1Q07E Diff. 1Q06A


Year-over-Year
Growth


1Q07A 1Q07E


$ 264.1 $ 266.0 $ (1.9) $ 257.1 2.7% 3.5%
$ 7.5 $ 10.5 $ (3.0) $ 11.0 -32.3% -5.3%
$ (283.1) $ (293.1) $ 10.0 $(326.9) NM NM
$ (19.0) $ (27.1) $ 8.! $ (69.8) NM NM


$ (0.40} $ (0.39) $ (0.01) $ (0.90) NM NM


285 214 71 443 -35.6% -51.7%
2.7% 2.5% 0.2% 2.8% -5.1% -12.4%


$0.00 $ $ $10.07 -100.0% -100.0%
$ 65 $ 69 $ (4) $ 64 1.6% 7.8%
$ 103 $ 110 $ (7) $ 108 -4.6% 2.0%


Source: Comoanv documents. Deutsche. Bank Securities estimates


Churn of 1.8% beat 1.9% estimate, but OEM conversion missed
Gross subscriber adds of 868k were below our 783k estimate. OEM gross adds of 522k blew
past our 446k estimate. Retail/aftermarket gross sub adds of 331k were in hne with our 337k
estimate, although the retail category was down 32% from last year. XM benefited from an
~mproving trend in retad share, which per NPD data was up to 47% in March.


Self-paying churn was 1.8% ~n 1Q, better than our 1.9% estimate, although up from 1.64%
last year.


OEM conversion dropped to 51.5% from 52.4% in 4Q06 and was below our 52.9%
estimate


Net of all churn, OEM net sub adds were 207k, almost twice our 118k est, while retail and
data sub adds were 60k vs our 96k estimate The OEM beat reflected not only the higher
than expected gross sub additions (we believe GM led the way here), but also lower-than-
expected churn ~n the OEM channel. In fact, we estimate that retad self-pay churn was
roughly half a percentage point higher than OEM self-pay churn ~n the quarter


Subscription revenue and ARPU in line with our estimates
XM reported total revenue of $264m, in line w~th our $266m estimate, with total subscription
revenue of $236m dead in line w~th our $236m estimate. Total subscription ARPU for 1Q was
$10.15, in line with our $10.17 estimate, and up 1% from $10.07 in 1Q06. XM’s contribution
margin of 68% was shghtly below 1Q06’s 70% level. The percentage of subscnptions on
annual and multi-year plans rose to 44.0% at quarter-end, up from 41.6% ~n 1Q06. The family
plan mix rose to 23.2%, up from 19.9% in 1Q06. Advertising revenue of $7.5m missed our
$10.4m estimate, reflecting a weak national radio advertising market.


1Q07 CPGA and SAC beat slightly
XM reported cost per gross activation (CPGA) of $103, below our $110 estimate, although
above last year’s $94 in 1Q06. CPGA beat our estimate despite a roughly $5 ~mpact for
inventory-related charges in the quarter (which may continue during the year). The subscriber
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acquisition cost (SAC) component was $65, ~n line with our $64 estimate, and up 5%from
$62 in 1Q06 Weighted average shares out was 305 9m.


Fixed costs of $125m were up 23% from $102m in 1Q06. However, fixed costs were up 5%
to $107m, excluding the following ~n 1Q07: $8m in merger-related expenses, $4m in other
legal and regulatory expenses (shareholder class action suit has been dismissed), $4.4m for
Oprah-related programming, and $2m in stock-based compensation expense.


Adjusted EBITDA loss of $27m dead in line


This included $8m in merger-related expense (we assume a fair run rate until resolution), and
as usual excluded $2m ~n stock-based compensation ($12m DB estimate).


2007 subscriber guidance and 2008 pos. cash flow reaffirmed
We expect 2Q net sub adds to be 285k, down 29% YoY, reflecting 1) an expected c.66% YoY
decline in retail net subscriber additions, part~ally offset by 2) 226k OEM sub additions (down
c.5%). We believe that XM is trending down close to 30% at retail in April, but ~t should
benefit from easier comparisons in June as ~t cycles against the disruption relating to the FM
modulator issue last year. While we expect GM’s roughly 1.8m installs for 2007 to be
weighted to 2H, we are adjusting our model to increase the mix of ~nstallat~ons to roughly
0.7m ~n 1H. We assume no improvement in the 52% OEM conversion rate for the balance of
the year, which is less optimistic that management’s outlook a quarter ago, when it
suggested there could be about a half point of improvement in OEM conversion rate each
quarter during 2007. That said, we do believe that there could be tailwinds behind the
conversion rate, due to 1) ~mproved dealer incentive programs with GM and Honda, and 2) an
increasing mix of trade-ins in the OEM mix given the maturity of XM’s OEM program, with
GM ~n particular


We expect the faro@ plan mix to continue to gradually increase during the year, as we sense
some w~lhngness by the company to trade some ARPU growth for subscriber growth at the
moment.


We have made some opex tweaks to our model, ~ncreasing the customer and care and bdling
costs, while lowering marketing costs, resulting in a net reduction in our 2007 CPGA estimate
to $111 from $121. We continue assume revenue share and royalties equal to 19% of total
revenue for the year. We expect a decision regarding new music royalties by year-end, with
an earlier result possible if the parties come to a negotiated deal.


Fine-tuned OEM installation estimate to 3.1m from 3.2m for 2007


We are fine-tuning upward our OEM gross subscriber addition to 2.6m from 2.4m. As we
indicated in our note from 4Q, we believed we might be being somewhat conservative ~n the
size of the gap between ~nstallations and gross subscriber additions this year, and are now
shelving some of that conservatism.


Management view: upper teens millions subs by 2010
XM management has genera!ly op~ned on a 2010 subscriber count from the mid-teens
milhons to 20m. Our 2010 subscnber estimate for XM is 14.4m.


Liquidity
Flush with the 244m in net proceeds from closing its XM-4 satellite sale-leaseback in 1Q, XM
had a quarter-end cash balance of $319m. Combined with the $400m ~n available borrowing
capacity on its two credit fac~ht~es ($250m with banks and $150 with GM), XM’s liquidity
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position stood at $719m. We project that this liquidity should suffice for the company to
reach free cash flow breakeven (in 2010).


Programming synerg¥ update


We continue to estimate roughly $85m in annual program expense synergies in the event of
a merger. The company indicated that there were no triggers in its main programming
agreements that would result in higher payments in the even of a merger. We also
understand that there would be relatively little impact on program expense from the
apphcat~on of per-subscnber or revenue share terms in particular agreements. That said, we
do not rule out that some agreements may specify that content may be available to only the
XM platform. In that case, ~t is possible that a merged entity might negotiate an expansion in
use rights for higher fees. It is somewhat difficult to say whether such negotiations would
result in matenally h~gher fixed program expense, however, s~mply because the value of the
programming to a combined entity bargaining in 2008 might not be h~gher tha~ the rate that
was negotiated by one or the other of the two companies several years ago, when the
~ndustry was at a different part of ~ts growth curve.


YE sub estimates unchanged: 9.0m for 2007 and 10.6m for 2008


For 2Q, we estimate 226k OEM net sub adds, 55k retail/aftermarket/data sub adds, c.1.8%
self-pay churn, and a 51.5% OEM conversion rate. We estimate SAC of $60 for 2Q07 and
$69 for full-year 2007, and CPGA of $109 for 2Q07 and $111 for full-year 2007.
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(000s) 2004E 2005E 2006E 1Q07A 2~2E 3Q07E 4Q07E 2007E 2008E 2009E 2010E
OEM exclusive fa~o~-installed optlon~


General Motors ~Guidance: 1 8m% ~ 1~5/~ rele~e ~
Total Pr~uction 4,594 4,454 4,100 925 925 851 ~9 ~3.7~ 3,757 3,816 3.875
% Offenng XM 84% 87% 90% ~% 90% ~% 90%~       90% 90% 90% 90%
Ins~llatlon rate 29% 37% 42% 50% 46% 51% 54% ~ 45% ~% 60% ~%
Satellite-equipped 1,115 1,400 1,616 416 379 391 483 1,~8 2,029 2,~1 2,093


Growth 146% 26% 15% 6% -12% 34% -4% 3% 22% 2% 2%
Sales 1 ,~2 1 ,~3 502 416 379 391 1,6~ 1,925 2,052 2,0~


M~el year basis 987 1,342 1,653 1,645 1,914 2,~1 2,093
Cumulative sat-equip 1,~8 2,~8 4,584 5,001 5,379 5,770 6,253 6,253 8,282 10,342 12,435


Gross sub adds 666 1,400 1,616 502 416 379 391 1,688 1,925 2,052 2,083


Honda
Total Production 1,376 1,403 1,510 227 379 356 553 1,515
% Offenng XM 19% 34% 46% 40% 46% 50% 50% 48%
Installation rate 100% 100% 100% 100% 100% 100% 100% 100%
Satellite-equipped 263 484 692 90 174 179 276 72011tGrowth 352% 84% 43% -54% -1% -24% 230% 4%\
Sales 463 729 84 90 174 179 528\Model year bas~s 221 463 688 720\
Gross sub adds 154 484 692 84 90 174 179 528


1,553 1,593 1,633
53% 75% 85%


100% 100% 100%
823 1,195 1,388
14% 45% 16%
784 1,052 1,314
805 1,12t 1,354


~ 784 1,052 1,314


Toyota LGuidance= ÷650k XM 11/30/06 release .}
Total Product=on 2,032 2,172 2,544 613 692 666 692 2,663 2,733 2,804 2,877
% Offenng XM 9% 1% 4% 4% 4% 4% 4% 4% 15% 23% 35%
Installation rate 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
SatelNe-equippod 14 110 23 26 25 26 99 410 645 1,007


Growth NM NM 700% 287% 94% -23% -57% -11% 316% 57% ~ 56%
Sales 8 57 60 23 26 25 132 329 584 / 913


Modelyear basis 8 87 102 327 584 / 914
Conversion rate 58% 57% 53% 52% 52% 52% 52% 52% 52% 52%/f 52%
Gross sub 14 110 16 29 31 12 88 163 300 / 491


IGuidance= +1 m XM 01/31/07 release
Hyundal


Total Production 413 458 455 114 129 124
% Offering XM 0% 2% 17% 60% 65% 68%
Installation rate 100% 100% 100% 100% 100% 100%
Satellite-equipped 7 79 68 84 84


GroWth NM NM 959% 2073% 606% 196%
Sales 2 49 35 68 84


Model year basis 2 65
Gross sub adds 7 79 15 25 18


129 494 512 531 550
70% 60% 100% 100% 100%


100% 100% 100% 100% 100%
90 326 512 531 550


154% 313% 57% 4% 4%
84 271 461 526 545


273 461 531 550
35 93 248 330 357


Nfssan
Total Production 973 992 1,028 235 265 255
% Offenng XM 0% 25% 10% 10% 10% 10%
Installation rate 100% 100% 100% 100% !00% 100%
Satellite-equipped 62 141 23 27 26


Growth NM NM 127% 99% 99% -48%
Sales 136 67 23 27


Model year basis 177
Gross sub adds 62 141 25 70 34


2004E 2005E 2006E
Total Exclusive Factory-Installed (GM + Honda + Toyota + Hyundai + Niaean):


Satellite-equipped ! ,378 1,897 2,639 621 689 704
Model year basis 1,208 1,813 2,473
GM ÷ Honda, model yr 1,208 1,805 2,320


Gross sub adds 819 1,967 2,639 642 631 636
Share of ~otal OEM 56% 98% 98% 97% 97% 97%
GM + Honda / total OEM 56% 94% 86% 89% 78% 84%


265 1,021 1,041 1,062 1,083
38% 10% 53% 66% 83%


100% 100% 100% 100% 100%
100 175 550 700 900
49% 24% 214% 27% 29%
26 142 337 615 786


175 439 665 854
12 142 168 320 443


2007E 2008E 2009E 2010E


974 2,988 4,325 5,131 5,938
2,468 3,046 3,766 4,360
2,365 2,719 3,182 3,447


629 2,538 3,287 4,059 4,688
96% 97% 97% 98% 97%
87% 84% 80% 75% 71%


Other factory-installed:
Total Production 400 400 400 88 104 96
% Offering XM 5% 7% 9% 15% 15% 15%
Installation rate 100% 100% 100% 100% 100% 100%
Satellite-equipped 18 26 37 13 16 I4


Growth 307% 44% 41% 67% 67% 67%
Model year bas~s 16 24 36


Gross sub adds 11 26 37 13 16 14


112 400 400 400 400
15% 15% 25% 25% 30%


100% 100% 100% 100% 100%
17 60 100 100 120


50% 62% 67% 0% 20%
54 89 100 114


17 60 100 !00 120


Dealer-installed:
Total Production 835 838 209
% Offeang XM 11% 16% 30%
Installation rate 10% 10% 10%
Satelhte-equipped 10 14 6


Growth 307% 44% 36%
Model year basis 8 13


Gross sub adds 9 14


835 209 209 209 835 35 35 35
25% 30% 30% 30% 30% 40% 45% 50%
10% 10% 10% 10% 10% 10% 10% 10%
21 6 6 6 25 1 2 2


52% 15% 25% 7% 20% -94% 13% 11%
20 24 8 2 2
21 6 6 6 6 25 1 2 2


2,697 661 653 657 652 2,623 3,388 4,161 4,809ITotal OEM Gross sub ads             1,475       2,007
Source Deutsche Bank Secun#es Inc esttmate~ and company informatton
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Investment conclusion
We view favorably XM’s ~n-line quarter, given the flux in ~nvestor expectations caused by the
merger and the steep declines in the retail category. The company appears to be shifting
more marketing and management attention to the OEM channel, where XM’s partners have
generally been delivering results and commitments in line to ahead of our estimates. Despite
the market’s ewdent discounting of merger prospects at less than 10%, we have not
changed our view that a done deal is about a 50-50 proposition, a position that does not sit
well with many holders who want more certainty. We estimate the value of merger synergies
at c.$4.5bn. We maintain our $18 per share 12-month target pnce for XM, based on roughly
$13 per share ~n standalone value and $5 per share in d~scounted synergies, and maintain our
Buy rating.
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Risks
Risks to our target price and investment thesis include changing market-risk tolerance for
technology-dnven businesses, subscriber growth volatility, dependence on OEM auto
distribution channel, new satellite radio product cycles, competing technologies such as
telecom and Internet, higher-than-expected costs such as SAC and programming, adverse
regulation, and hquidity g~ven the company is FCF-negative.


Technology adoption
XM is targeting the 25-54 demo, with average age 35, and we beheve that awareness of
satellite radio still lags in the 18-and-under segment. We will monitor the possible negative
~mpact of lower adoption rates among younger cohorts on satellite radio’s growth. In
addition, we believe some survey data suggests that satellite radio is st~ll a n~che product
(XM’s subscriber base is still roughly 65% male) appealing primarily to higher-income
consumers. That said, we believe that satellite radio could achieve its subscnber goals over
an investable time horizon (e.g., through 2010) even wh~le only penetrating less than 10% of
current radio hsteners.


Churn rate
As unit prices drop, activation rates may decline and churn rates ~ncrease as XM penetrates
the more marginal satellite radio subscnber. For example, we believe that the time to
activation is longer for lower-priced units, suggesting that these subscribers value the service
less, and may ultimately be less sticky and more price-sensitive.


ARPU growth
We forecast ARPU of $10.15 for 2007 and believe that the famdy plan mix, 23% of total at
1Q07, may nse ~n the near term, contributing to ARPU’s growing relatively little for the
balance of the year. We believe that XM will continue to balance the ~mpact of lower unit
prices and family plan d~scounts on the quality of its subscriber base.


Content popularity and cost
We believe that S=nus currently has an edge =n programming over XM, at the veqz least =n
perception, as manifested by Sirius’ continuing advantage over XM in consumer brand
awareness. We believe that retail market share figures (c.55% share for S~rius) - a better
barometer of consumer cho=ce than the OEM market - reflect a preference for Sirius’ content,
in particular after taking into account the higher proportion of new-new subscribers for Sirius,
i.e., ones paying the full subscnpt~on rate ~nd not a d~scounted family plan rate.


Adverse legal or regulatory action
XM’s pending merger w=th Sinus faces regulatory scrutiny which could materially alter or
block the proposed transaction. In addition, XM faces risks from the results of regulatory
inquiries, negotiat=ons and potential arbitration proceed=ngs relattng to mus=c royalt=es,
potent=al legislat=on which could affect the features of =ts products or scope of ~ts bustness,
and other legal matters.


Deutsche Bank Securities inc. Page 7







27 April 2007 Radio & TV Broadcasting XM Satellite Radio Deutsche Bank []


EB]TDA


Free Cash Flow
Plus. Cash Interest Expense
Less Income Tax Credit (35 0%)
Unlever~ Free Cash Flow


Unlevered Free cash 0ow


2006E 2067E     2008E     2009E     2010E     2011E     20t2E     2013E     2014E     2016B     2016E      2017E     2018E     2019E     2020E


($166) ($177) (8136) ($38) $122 $381 $665 8899 $1,066 $1,198 $1,432 $1,581 $1,720 $1,856 $1,483


(51,016) (8396) ($263) ($100) $102 $410 $684 $908 $1,104 $1.309 $1,634 81,231 $1,333 $1,432 $952
81 82 84 88 77 74 67 59 32 0 0 0 0 0 0
(28) (29) (29) (31) (27) (26) (23) {21) Ill) 0 0 0 0 0 0


($963) (S342) (8209) ($43) 6152 $458 $728 $946 $1,125 $1,309 $1,634 $1,231 $1,333 $1,432 $952


($963) (S342) ($209) ($43) $152 $458 $728 $946 $1,125 $1,309 S1,634 $1,231 $1,333 $1,432 $952


2004 PV of FCF d~countad at 13% ($748 8) ($234 6) (5126 2) (823 0) $71 2 $189 6 $265 8 $304 6 $3f9 2 $327.6 $360 6 $239 5 $228 6 8216 5 $126 9
2005 PV of FCF discounted at 13% (8493) (2651) (1431) (260) 808 2150 3015 3455 362.1 3716 4090 2716 2592 2456 1439
2006 PV of FCF discounted at 13% (301 9) (162 3) (29 5) 91 6 243 8 341 9 391.8 410.7 421 5 463 9 308 1 294 0 278 5 163 2
2007 PV of FCF discc,Jnted at 13% (184 1 ) (33 5) 103 9 276 6 387 8 444 4 465 8 478 0 526 1 349 4 333 5 315 9 185 1
2008 PV of FCF d=scc~nted at t3% (38 0) 117 8 313 7 439 9 504 1 528 3 542 2 596 7 396 3 378 3 358 3 210 0
Termlna~ Value 10,378 5


Plus:
End of Year Cash 2182 1523 100
In4he-money Warrant Proceeds 0 0 0 0 0 0


Subtotal cash ~ proceeds 2182 1523 100
Less


Long-Term Debt (1,300 6) (1,528 0) (1,832 2)
Debt a~ustment (converts-m-the-mon, 28 0 31 7 35 9
Bank Debt I Other Debt (33 7) (296 3) (296 3)
Subtotal debt + other (1,306 3) (1,792 5) (1,792 5)


Plus-
Value of op6ons 0 0 &0 0 0


Net Pqu~yValue $3,608 $4,028 $4,855


Shares Ou~stan~ng, Treasury Method 334 0 334 0 334 0


EqultyValue Per Share $10.80 $12.06 $14.54
Me.an $13 30
Pnceon4/27/07 $1178 $1178 $1178
UpsldetoTar~et Pdce Per Share -8 3% 24°/0 23 4%


IDCF assumptions,


-34%


Subscnbers, EOP (mm) 76 90 106 124 144 167 168 206 223 238 252 266 279 290 302


i
Subscrlbers growth 29% 18% 18% 18% 16% 16% 12% 10% 87/o 7% 6% 5% 5% 4% 4%ARPU growth 7% 0% 1% 3% 4% 5% 3% 1% 0% 0%0 5% 1% 1% 1% -11 4%
Advert~smggrowth 76% 38% 49~/0 28% 37% 38% 15% 13% 12~/0 10%
Revenue growth 87% 22% 19% 20% 22% 21% t7% 12% 9% 8% 11% 7% 6% ~% -7%
EBITDA growth -59% 7% -23% -72% -418% 213% 75% 35% 195/0 12% 20% 10% ~/0 8% -20%
EBITDA rna~tn ...... 6% 16% 24% 28% 31% 32% 34% 35% 36% 37% 32%
Unlevered FCF growth rate NM NM NM NM NM 202% 89% 39% 19% 16% 25% -25% 6% 7%


Source Company reports and Deutsche Bank esrzmates
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(numbers_in millions except per share)
XMSR Enterprise Value (YE07)
SIR I E nterprise Value (YE07)
Present Value of Cost Synergies
$1RI+XMSR Enterprise Value
Total Net Debt


SIRl’s Cash
SIRI’s Total Debt
SlRI’s Net Debt
XMSR’s Cash
XMSR’s Total Debt
XMSR’s Net Debt
SIRI+XMSR Total Net Debt


SIRI+XMSR Equity Value
Number of Shares
XMSR (334*4.6)
SIRI
Total number of shares


$5,668
$7,376
$4,565


$17,609


$334
($1,082)


($748)
$152


($1,793)
($1,640)
($2,389)
$15,221


1,536
1,544
3,081


Equity value of XMSR
XMSR’s value per share - stand alone
SlRI’s va~ue per share - stand alone


$4,028
$12.06
$4.29


SiRI+XMSR Target Price (S!share)
Exchange ratio for XMSR share
XMSR’s Target Price (S/share)


$4.94
4.6x


$22.73


Likelihood of merger approval w/o subst, conditions
Probability-weighted XPASR value per share
Probability-weighted SIRi target value per share


Source Cornpany reports and Oeut$che ~anl" estltnates


50%
$17.39
$4.62
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ion mllhons)
Gross Additions
Net Additions
Beginning of Period Subscribers


!End of Pedod Subscribers
, Weighted Average Subscribers
Programming expense Synergies PF expense


Residual program (ex-royalty & marquee Ks)


XMSR XMSR+ SIRt
4 64 4.88 9.53
1.861 1 58 3.44
7.96! 8.98 16.94
9 82’ 10.56 20.38
8 80 9.69 18.49


$111 8 $101.5 $212 8 $85.1 $127.7


We are assuming
40% savings in
residual programming
expenses


R&D


Research and Development
General and administrative expenses


53 5 33 2 86.8 34.7 52.1


Residual Generat and Administrative expenses
OEM Revenue Share


IOEM Revenue Share
Advertising and marketing


80.6 90 5 171 1 68,3 102 7


&dvertising and marketing
Subscriber Acquisition Cost


¯ Reported SAC / Gross Addition


Subscriber Acq. Costs


Capital Expenditures


95 9 117.2 213,1 106.5i
106.~


$81 15    $62 0C


401 40 379.0~ 780.42 78.0 702.4


66 77 75.0C I41.77 0.0 !41.~


Capital Expend=tures


We are assuming 40%
sawng from combined
R&D


We are assuming 40%
savings in residual
G&A expenses


We do no_._~tassume
sawngs on OEM
irevenue shares


We are assuming 50°~
savings from
sombined spending


Assume 10-15% cost
savings from
combined SAC


Expect I~ttle cost
sawng unt~l next round
of satellite launches
)ost-2010


Total cost synergies
Source Company reports and Deutsche Bank estimates


$372.9
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2004A 2005A     1Q06     2Q06 3Q06     4Q05     2006A tQ07E    2Q07E    3Q07E 4Q07E      20~7E     2008E     2009E     2010E
Sate[hte Radio Industry Subscribers


¯ % Chan0e Yt IYr


KM Satellite Subscribers
3eg~nnmg of Penod XM Subecnbers


<M Satellite Net Addlfton Breakout
3EM Market


After Market


XM Satel0te Subscriber Breakout


~fter Market


~,372 9,250 : 10 580 11,578 12 305 13,653 13,653
1697~ 1115% 1627% 858% 707% 47604 476~4


27511 4.8771 13301 8685 7271 1.3474 44030


1.360 3,229 5,933 6,502 6,900 7,186 5,933


2,577 4,137 998 926 898 1,065 3,857


(709) (1.433 (429) (528) (582) (622] (2,t62:


1,869 2,704 569 398 286 443
845% 447~ 51% -3~5% -537%


3.229 5.933 6.502 6.900 7.186 7.629
22261 452751 6,2174 67009 70381 73427


836 3 899 8 272 0 238 7 238 5 184 7
44 7% 33 3~ 478% 600% 83 ~% 41 7°4


1,032 6 1,804 I 296 9 159 4 47 5 258 0


1,374 5 2.274 3 2,546 3 2,785 0 3.023 6 3.208 2
426% 383~ 392% 404% 421% 42104


1.854 6 3,658 7 3.995 6 4 114 9 4.162 4 4,420 4
57 4% 61 704 6O 8% 59 6% 57 9% 57 9%


1.696


7,629
66427


933 9


761 7


3,208 2


4,420 4


14.311 15.391 16,527 17244 14.311 15.391 16.527 17,244
353% 329% 343% 263% 46% 25% 74% 43%
6586 t0768 11358 7176 6586 10798 1.1358 7176


7.629 7.914 8 195 8.480 7.629 8.985 10.561 12,427


868 1 006 978 1,280
-136% 87% 127% 202%
(583) (725) (693) (775)
25% 30% 28% 36%
285 281 285 505


4,132 4,884 5,749 6,448
71% 182% 177% 122%


(2,776) (3,308) (3.883) (4,450)


-206% 162% 184% 71%


2073 2264 2655 3061 %0054 1.3152 1,582 0 1.7927
72.7% 805% 931% 607% 741% 834% 848% 867%
77 9 54 7 19 7 198 5 350 8 260 9 284 5 265 7
273% 195% 66% 396% 259% 166% 152% 133%


3,415 5 3,641 9 3 907 4 4,213 5 4,213 5 5.528 7 7,110 8 8,843 5
432% 444% 461% 486% 4~6% 524% 576% 613%


4,4982 4,5529 4.5726 4,771 1 4,771 1 5,032 0 5,3165 5,5822
568% 556% 539% 531% 531% 476% 428% 387%
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2005A 1Q06 2Q86 3Q06 4Q06 2006A 1Q07E 2Q07E 3Q07E 4Q07E 2007E 2008E 2008E 2810E
Revenue
~asic Subscnpgon


¯ Revenue I Avg Sub I Month
~rer~um Subscnphon


¯ Revenue / Avg Premlurn Sub I Month


$499" 7 $187 3 5201 3 $213 9 $219 5 $821 9 $2342. $242 1 $250 0 $280 0 $1.006 2 $1.193 1 $1,449 3 $1,758 8
5946 $1004 $1001 $1013 $997 $1031 $505 8895 $080 5902 $1018 81026 $t059 81109


3.0 08 0.9 10 10 371 23 42 53 (73) 45 53 62 7.2


89 98 103 108 114 114I; 501 657 626 1.092 135 150 18~ 216
I 5% I 5% 1 5% 15% 15=.~ t 5% 3 0% 35% 40% 45% 1 5~ 15% 15% ! 5~


S$826 6188.1 52022 $2148 $2205 $8256 $2365 $2463 $2552 $2727 $1,0106 $1.1984 $1.486.5 $1,766.0
$951 $1007 $1011 $1018 $1007 $1019 $1015 $1019 $1009 $1022 451022 $1030 $1064 $1104


($1 6) ($1.4) ($3 8) /    ($6 8) (S12 3) (Sl 3.1) (513 51
(so 03) ($003) ~0.00 ($6 02) ($0 01) ($6.04) / (so 071 ($011) (so 10) ($0 09


$951 $1007 51008 51015 $1007 $1019 $10.15 $1018 $10.19 $1018


/51015


$1020 $1054 $1096
10.1 36 39 42 45 162 47 4.7 47 84 224 233 214 205
$019 $019 $020 $020 $020 $020 8005 $005 $005 S009 $023 $020 $016 $013
182 36 49 32 10.1 217 53 60 59 76 248 293 253 258


$530 9 S198 2 $211 0 $222 2 $235 1 $863 5 $246.4 $286.4 $254 3 $284 9 $1,051 0 $1,238 6 $1,489.1 $1,798 7


($40 71 ($6 0) ($10 3) ($10 2) ($20 5) ($4 8 9~ ($18 3) ($10 6) ($10 3) ($4 3) ($43.4) ($50 8) ($43 5) ($44
224"/ 225% 205% 322% 2049{ 225~A 345% 175% 175% 56% 175~ 174% 172% 171~/


(93 9) (34 3) (37.9) (33 4) (43 4 (149.01 (47.4) (45 3) (46 7) (46 6) (188 0) (271.4) (326 4) (398 71
168% 165% 16.6% 139% 165% 160~ 163% 163% 163% 163% 163~ 206% 205% SO0~
852% 792% 800% 295% 550% 5879 384% 194% 399% 73% 248~ 459% 203~,~ 2229


(8134.6) ($42 3) (S48 2) (843 6) ($63 £ ($198.01 ($65.7) ($65 8) (S87 0) ($60 9) ($229.4] ($322.2) ($$69 9) ($442.7
1163% ..... 47.1~A ..... 159~4 405% 148% 197~
(10.0] (2 9) (3 9) (2 8) (3 9) (13 61 (3 o) (4 7) (3 5) (5 o) (16 3) (21 5) (26 2) (33 71
619~ 417% 1189°5 133% 69% 359~A 198% 198% 246% 248% 198% 32-3% 216% 289~A
(76 2’, (22.4) (26.1) (268) (282) (10351 (275) (435) (450) (12.5) (1285) (1454) (171.0) (1967:
6140 3190 $1 SO 6127 $128 Sl 30 $1 SO $1 so $180 $18O $1 30 $1 25 $125 8123
(42 3’, (126) (11.1) (110) (117 (464~ (134) (!65) (167) (135) (600) (690) (828) (994’,


(16 51 ($5 4) ($4 6) (5 5) (4 7) (20.21 (5 9) (5 2) (6 2) (5 5) (22 9) (24 O) (25 7) (27 5


(24 4)I (8 3) (8 4) (7 3) (8 3) (32 31 (9 3) (9 6) (8 3) (9 7) (37 0] (38 9) (42 4) (46 2


($41 O; ($13 7) ($13 0) ($12 7) (S13 1) ($62.41 ($15 3) ($14 8) ($14 5) ($15 3) ($59 9] ($62 9) ($68 1) ($73 7,


(10O T, (35 8) (40 1 ) (36 2) (42 2) (154 3’, (41 8) (46 5) (43.8) (46 8) (178 8) (186 9) (187 3) (193 01


($404.~ ($129.6) ($142,4) ($133.1) ($1630) ($698.; ($1667) ($481.9) ($180,5) ($143.8) ($672.9] ($807.9} ($905.3) ($1,039.1


(30 9’, (9 5) (6 7) (6 7) (5 8) (28 8)i (5 6) (5 6) (5 6) (14 9) (31 7’, (33 2) (34 9) (36.6


(434~ (126) {127) (157) (196) (60,51 (201) (255) (316) (327) (1100) (905) (950) (9981


....... 825 .... $02 803 $04 $04


...... 296~A .... 286~ 313% 806% 41 09


($21 8’. ($6 4) (S5.7) (S5 3) ($5 7) ($23.1)I (S7 9) ($8 9) ($8 2) ($11 0) ($65 9] (S39 5) (S41 4) ($43 5
642~ 42496 131% %59% -134~ 330~ 550% 550% 550% 550% SO 0~,~ 100% 50% 50~


(264 ~ (59 7) (61.1) (47 3) (73 6) (241 6) (43 6) (75 5) (74 3) (126 0) (319 4’, (379 0) (429 7) (485 0


(163 3] (29 7) (37.7) (27 8) (52,8) (147 ( (32,8) (29 9) (33 9) (26 0) (122 6~ (117.2) (1 $8 0) (141 9


(37 3] (9 3) (7 5) (6 5) (6 4) (29 81 (6 5) (2 3) (2 3) (14 6 (25 8~, (25 8) (25 8) (25 8
($487.1: ($105.1) ($112.0) ($86.6) ($138.4 ($442.1 ($98.8) ($116.6) ($118.7) ($177.6) ($5036’ ($561.5) ($634.8) ($696.1


Operating Cash Flow (EBITDA}
¯ % Chgn~e Yr /Yr
¯ EBITDA M~rg~n


Stock based compensation
Depreciation and Amorbzat=on
Interest Income
Interest Expense
Impairment of Goodvall
Other Expense, Net
Net Income / (Loss) before Taxes
income Tax P rovlsion
Net Income I (Loss)
Preferred Stock ~vidends
Net Income I (Loss) Art rib. to Common
Average Diluted Shares Outstand=ng
Net Income I (Loss) per Sham


Ft~ Cash Flow p~r
Memo: Cost per Gross Add (CPGA)
Subsid=es and D~stdbuhon
Advertising & Markehng
Loss on Equipment Sales
Total Costs


¯ CPGA


($407.71 (848.9) ($46,0) ($1.6) ($69.8) ($166.2~S19.0    $51.9    $49.7    $~6.4177 0 ($136.3) ($38.3) $121.7
289=A ...... 592~ Guidance: EB~TDA loss ex-merger cosis $170-180m, 6 59~ -230% -719% -417 9~


($1.9J ($12 1) ($13.9) ($16.0) ($26.0) ($68.0; {$14.1} ($13.9) ($16.0) {$24.0) ($68.01 {$68.0} ($68.0) (568.0
($145 9~ ($39.9) ($41 8) ($43.1) ($44 0 ($168 91 ($46 9) ($42 0) ($42 0) ($37.1) ($168 0] ($124 7) ($104 7) ($104.7


236 66 6.4 52 35 217 35 08 07 (28) 22 10 01 07
(107 ~ (33 2) (29 3) (23 8) (35 o) (121 31 (27.6) (26.1) (26 3) (15 1) (951: (96 4) (9~ 4) (78 2


(24 6: (22 6) (105 7) (3 7) (84.1) (216." (17.6) (S 0) {8 0) (8.0) (41 6 0 0 0 0 0 0
($664.4’, ($1501) ($230.3) ($830) ($2554) ($118.9) ($121.8) ($141,1) ($141.3) ($143.3) ($547.5) ($424.8) ($3073) ($128.£


(231 09 12 ~08) (12) 00 !07) (23) (23) 30 (23) ~23) (23) (23
($6663 ($149.2) ($229.2) ($83.8) ($256.7) ($718.8) ($122.4) ($143 4) ($143.6) (5140.3) ($549.8) ($426.8) (5309.6) ($130.8


(861 (2.1) (26) (16) (6.5~ (128), 00 00 0.0 00 00 00 00 08
($675.31 (5151.4) ($231.7) ($85.5) ($263.1) ($731.7 ($122 4) ($443.4) ($143.6) ($140.3) {$549.81 ($426.8) ($309.6) ($130.8


2196 253.2 2661 268.4 2938 2706 3059 3063 3066 (6250 2938 3340 3340 3340
($3.07’, ($0.60) (50.87) (S0.32) ($0.90) ($2.70) ($0.40) ($0.47) ($0.47) $0.22 ($1,87) ($1.28) ($6,93) ($0,39


(8264 ; ($59 7) ($81.1) ($47 3) (S73 5) ($241 O) ($43 6) ($75 6) ($74 3) ($126 0) ($319.4 ($379 0) ($429.7) ($485,C
(163 3~ (29.7) (37.7) (27 5) (52 8) (147 6) (32 8) (29 9) (33.9) (26 0) {122 6) (117 2) (138 0) (141


(225; (44) (53) (7.0) (10.4) (27.2, (130) (4.5) (44) 33 (186) {215) (182) (182
($490.6’, {$63,8) ($104,1) ($81.8) ($136.7) ($416.5 {$894) ($109,9) ($112.6) ($148.7) ($460,6 ($517.8) ($685,9) {$645.1


$109 894 $112 593 $!28 $108 $103 $109 $115 8116 ..~111 $106 $102 $1o(


Source Deutsche Bank Secunoss Inc estimates and company ~nform~6on
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27 April 2007 Radio & IV Broadcasting XM Satelhte Radio Deutsche Bank


2004A $605A 1QO8    2Q08 3Q08    4Q08 2008.0, 1QO7E 2QOTE 3QOTE 4QOTE 2007E 2008E 2088E 2010E
~(Loss) (86424) ($6667; ($1492) ($2292) {S838) ($2567 (57189) ($1224) ($1434) ($1436) ($1403) ($5498) (54268) ($6086) ($1308)


Plus Depreciation and Amortizahon 1472 1459 399 41.8 431 431 167.9 399 420 420 441 168.0 1247 1047 1047
Plus GM Bounty Payments Pad in 8to~ 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00
Pl~s GM Deferred Payments 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00
Plus" Amed~zat~on o f GM Llab=£ty 00 27.9 00 00 00 00 00 00 00 00 0.0 00 00 00 00
Pl~s MLB Adjustment 00 (1436; 00 00 00 00 0.0 (45.0) 150 150 150 00 00 00 00
Less GM F=xed Payments 00 00 00 00 00 00 00 00 00 00 0.0 00 00 00 00
Pl~s: Non~;ash Compensatlo n 20 60 121 139 160 260 680 14.1 139 160 240 680 680 680 680
Plus Non-Cash tsterest 534 456 04 (22) 27 (02’, 08 25 (09) 24 (18) 30 18 (32) 07
Plus. Amod older Fm Fees&Debtl~s 185 22 (33) 70 30 30 97 30 30 30 30 120 120 120 120
Plus Change In Net Operating Assets 2389 2353 117.8 (1238) (723) (166.1 (2443) (129) 465 471 (27) 779 830 1192 1406
Plus Other 9~8 353 (1788) 202 182 3928 252.4 (25) (25) (25) (25) (100) (100) (100) (100)


$123 3) (826 5) ($20 6) (£,61 3) .~J8230 8~ t~147 1~ ~s18 9t S185.3Cash Flow From Operations
(S856) ($1004~’ IGutdan~(S161 lpos~ )(S272for 4Q~32) 111610~($730)l ~ $420 (S4644) iGu~dance- CFO h~gher m 2007 than 20(~ (4r26t~i)] IGu dance C~O posfave for 20084/26/07)


Less. Capital Expend[lures (259) (612; (150) (345) (96) (107.� (166.0) (163) (163) (163) (163) (65.0) (750) (77.3) (79.6)
Less" 8ystsms Under Construction (144.0) (1186~, (222) (627) (635) 00 (1484 (900) (100) 00 00 (1000) (410) (40) (40)
Plus: Insurance Proceeds 1339 00 00 00 00 00 00 00 00 00 00 0.0 00 00 00
Less. Other (03) (280’, 00 (237.0) 00 00 (2370 00 00 00 00


Free Cash Flow ($1219) (~3762] ($1983) (S~06+4) (S146,0) (~650~ ($1.0157) ($2295) ($52 7) ($308) ($775) ($3958) ($2631) ($100A) S101.7


Common 8took Proceeds 236,8 3196 00 00 00 00 00 00 00 00 00 09 00 00 00
Bank / other Debt (9~ 00 00 0.0 00 00 00 00 00 00 00 00 00 00
775% Conrad. Sub Notes 00 00 00 00 00 06 00 00 0.0 00 00 00 00 00 00
975% Ser~or Unsecured Notes due 2014 00 6000 0.0 00 6000 00 00 0.0 00
Senior Unsecured Floating Rate Notes due 2013 (I_IBOR + 450~ 00 2000 00 0.0 2000 00 00 00 00
175% Conved. Sub No~es 3000 1000 00 0.0 00 0.0 00 00 00 09 00 00 00 {4000) 00
Sen Sac Floa~ng Rate Notes due 5/1/09 2000 080 00 (2000) 00 00 (256.0) 0.0 00 00 00 00 0,0 00 00
10%St Sec D~sc. Conv. Notesdue 200! 00 00 (775) (25+1) 46 (538~ (1519) 00 00 00 00 37 42 0+0 00
140% Senior Secured Discount Notes 00 (228~, (384) (1482) 00 00 (1865) 00 00 00 00 00 00 00 00
100%Sr 6ec Conv Nots (GM/Onstsr) (812) 00 00 00 00 00 00 00 00 00 00 00 00 00 00
Boeing Calztal (350) 00 00 00 00 00 00 00 00 00 00 00 00 00 00
Mortgage 51 (0.4) (02) 00 (03) (0.1] (06) (38.9) 00 00 00 (389) 00 00 00
Less F~xedDebt/Conved Redemp~on 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00
GM FaCl~ty (1030) 00 00 00 00 00 00 0.0 00 00 00 00 00 00 00
Plus Other (182) 00 00 00 00 00 00 2496 00 00 00 2496 00 00 00


Balance Available $2996 ($69J ($6302) ($277.6) ($1395) (52618) ($188) ($527) ($368) ($775) ($1814) ($2590) ($5001) $1017
Source Deutsche Dank Secun~es Inc est~n~tes and company infom~atlon
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