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Special Note Regarding Forward-Looking Statements

The following cautionary statements idfgrimportant factors that could cause our actesuits to differ materially from those
projected in forward-looking statements made is #himnual Report on Form 10-K and in other reponid documents published by us from
time to time. Any statements about our beliefshgjabjectives, expectations, assumptions, futueats or performance are not historical
facts and may be forward-looking. These statemamt®ften, but not always, made through the useoodis or phrases such as “will likely
result,” “are expected to,” “will continue,” “is &éinipated,” “estimated,” “intend,” “plan,” “proje@n” and “outlook.” Any forward-looking
statements are qualified in their entirety by refee to the factors discussed throughout this ArReport on Form 10-K and in other reports
and documents published by us from time to timetjqadarly the risk factors described under “Busise-Risk Factors” in Item 1A of this
Annual Report on Form 10-K.

Among the significant factors that coaltise our actual results to differ materially frdrose expressed in the forward-looking
statements are:

. our pending merger with XM Satellite Radio Holgininc. (“XM Radio”), including related uncertaiesi and risks and the impact
on our business if the merger is not comple

. the useful life of our satellites, which have expeced circuit failures on their solar arrays atiteo component failures and are
insured,;

. our dependence upon third parties, including rfesturers and distributors of SIRIUS radios, refi@) automakers and
programming providers; ar

. our competitive position versus other forms adiatand video entertainment including terrestréalio, XM Radio, HD radio,
internet radio, mobile phones, iPods and other M@&a8ces, and emerging next generation networkgesfthologies

Because the risk factors referred to alemuld cause actual results or outcomes to diffaterially from those expressed in any
forward-looking statements made by us or on ouabigiou should not place undue reliance on anthe$e forward-looking statements. In
addition, any forward-looking statement speaks @slpf the date on which it is made, and we unkien® obligation to update any forward-
looking statement or statements to reflect eventiroumstances after the date on which the stateimenade, to reflect the occurrence of
unanticipated events or otherwise. New factors gsm&om time to time, and it is not possible fortagredict which will arise or to assess
with any precision the impact of each factor on lowsiness or the extent to which any factor, orlioation of factors, may cause actual
results to differ materially from those containadany forward-looking statements.

PART |

Item 1. Business

On February 19, 2007, we and XM Radio entered amd\greement and Plan of Merger (the “Merger Agreett), pursuant to which
we and XM Radio will combine our businesses thraugierger of XM Radio and a newly formed, whollypesvsubsidiary of ours (the
“Merger”). Our Board of Directors and stockholderand the Board of Directors and stockholders of R&tio, have approved the Merger
and the Merger Agreement.

The completion of the Merger is subject to variolasing conditions, including approval from the Ieeal Communications
Commission and the Department of Justice. See “iAgnderger with XM Radio” for a further descriptiasf the Merger. The information
presented in this Annual Report on Forn-K does not give effect to the Merger.

We are a satellite radio provider in thated States. We offer over 130 channels to obsestibers—69 channels of 100% commercial-
free music and 65 channels of sports, news, tallerainment, traffic, weather and data. The cémuo enterprise is programming; we are
committed to offering the best audio entertainment.

Our primary source of revenue is subsionipfees, with most of our customers subscribm@IRIUS on an annual, semi-annual,
quarterly or monthly basis. As of December 31, 2004 had 8,321,785 subscribers. In addition, wé&vdeevenue from activation fees, the
sale of advertising on some of our non-music chisnaad the direct sale of SIRIUS radios and acréess

Most of our subscribers receive our sErthrough SIRIUS radios, which are sold throughveebsite and by automakers, consumer
electronics retailers and mobile audio dealersl\$8adios for the car, truck, home, RV and boatarailable in approximately 20,000 retail
locations, including Best Buy, Circuit City, Costé@rutchfield, Sam’s Club, Target and Wal-Mart dhcbugh RadioShack on an exclusive
basis.

As of December 31, 2007, SIRIUS radiosensvailable as a factory and dealer-installedoopith 116 vehicle models and as a dealer
only-installed option in 37 vehicle models. We hageeements with Chrysler, Dodge, Jeep, Mercedeg;Berd, Mitsubishi, BMW,
Volkswagen, Kia, Bentley, Audi, Lincoln, Mercury,adda, Land Rover, Jaguar, Volvo, Aston Martin, MIMlaybach and Rolls-Royce to
offer SIRIUS radios as factory or dealer-instakeglipment in their vehicles. We also have relatigmswith Toyota and Scion to offer
SIRIUS radios as dealer installed equipment, aredagionship with Subaru to offer SIRIUS radiosastory and dealer-installed equipment.
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SIRIUS radios are also offered to renters of Heetzicles at airport locations nationwide.

We offer our programming over multipl@aibrms in addition to our satellite and terrestrigpeater network. SIRIUS Internet Radio,
which we refer to as SIR, is an Internet-only vemsdf our service. SIR delivers a simulcast of nthen 80 channels of our talk,
entertainment, sports and music programming. Owicrthannels are also available to certain DISKliattelevision subscribers, and a
select number of our music channels are availabtettain subscribers to the Nationwide Sprint Negvork.

We also offer certain ancillary servicks2007, we introduced SIRIUS Backseat TV, a tisien service offering content designed
primarily for children from Nickelodeon, Disney Ghreel and Cartoon Network in the backseat of vebkidlhrysler offered SIRIUS Backseat
TV exclusively in select 2008 model-year vehicM& also offer a service that provides graphic imfation as to road closings, traffic flow
and incident data to consumers with in-vehicle gatidbn systems, and a marine weather service thaides a range of information,
including sea surface temperatures, wave heiglt®arended forecasts, to recreational boaters008 2we intend to launch SIRIUS Travel
Link, a suite of data services that includes reméttraffic, tabular and graphical weather, fuétes, sports schedules and scores, and movie
listings. SIRIUS Travel Link is expected to be stard equipment on Ford’s next-generation navigagistem, and is anticipated to be
offered on select Ford, Lincoln and Mercury velsdle 2008.

In 2005, SIRIUS Canada Inc., a Canad@paration owned by us, Canadian Broadcasting Gatjpm and Standard Radio Inc.,
launched service in Canada. SIRIUS Canada currefflys 110 channels of commercial-free music aes) sports, talk and entertainment
programming, including 11 channels of Canadian@uintAs of October 11, 2007, SIRIUS Canada had 5081000 subscribers.

Pending Merger with XM Radio

On February 19, 2007, we entered intdgreement and Plan of Merger with XM Satellite RaHioldings Inc. Pursuant to the Merger
Agreement we and XM Radio will combine our busimssthrough a merger of XM Radio and a newly fornvdublly owned subsidiary of
ours.

Each of SIRIUS and XM Radio has madeamsty representations and warranties and coveiatite Merger Agreement. The
completion of the Merger is subject to various irigsconditions, including approval from the FedeZaimmunications Commission and the
Department of Justice. The Merger is intended ifyuas a reorganization for federal income tarpmses.

At the effective time of the Merger (theffective Time”), by virtue of the Merger and without any action ba part of any stockholde
each share of common stock of XM Radio (the “XM @oom Stock”) issued and outstanding immediatelyrgodhe Effective Time will
generally be converted into the right to receiveshares of our common stock. Each share of S&r@@snvertible Preferred Stock of XM
Radio issued and outstanding immediately priohtoEffective Time will be similarly converted attEffective Time into the right to receive
4.6 shares of a newly-designated series of ouepef stock having substantially the same pow@&sigdations, preferences, rights and
qualifications, limitations and restrictions as #teck so converted.

Mel Karmazin, currently our chief exeeegtiofficer, will become chief executive officer thie combined company and Gary M. Pars
currently chairman of the board of directors of Xddio, will become chairman of the board of direstof the combined company. The
combined company’s board of directors will consis12 directors, including Messrs. Karmazin andsBas, four independent members
designated by each of SIRIUS and XM Radio, as aglhne representative of each of General MotorAametican Honda.

The Merger Agreement contains certaimbeation rights for both us and XM Radio. On Felbbyu29, 2008, we and XM Radio
announced that the companies have agreed not toigx¢heir rights to terminate the Agreement alach Bf the Merger prior to May 1, 2008.
If the Merger Agreement is terminated under cert@oumstances specified in the Merger AgreemeatpwXM Radio, as the case may be,
will be required to pay the other a termination &&175,000,000.

This description of the Merger Agreemeogs not purport to be complete and is qualifieitisientirety by reference to the Merger
Agreement, which is filed as Exhibit 2.1 to the @mt Report on Form 8-K dated February 21, 200d@,isumcorporated herein by reference.

The Merger Agreement contains represismsiand warranties that SIRIUS and XM Radio madesaich other as of specific dates. The
assertions embodied in those representations arrdnti@s were made solely for purposes of the Mefgeeement between SIRIUS and >
Radio and may be subject to important qualificatiand limitations agreed to by SIRIUS and XM Radiconnection with negotiating its
terms. Moreover, the representations and warrant@sbe subject to a contractual standard of naditgrthat may be different from what
may be viewed as material to stockholders, or naasetbeen used for the purpose of allocating riswéen SIRIUS and XM Radio rather
than establishing matters as facts. For the foregmasons, no person should rely on the reprdgergand warranties as statements of
factual information at the time they were madetheowise.
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Programming

We offer a dynamic programming lineupwér 130 channels to our subscribers—69 channdl®@¥% commercial-free music and 54
channels of sports, news, talk, and entertainngnthannels of traffic and weather; and informadlatata services. Our programming lineup
changes from time to time as we strive to attragt subscribers, to create content that appealdtoaal range of audiences and to satisfy our
existing subscribers.

Music Programming

Our music channels offer an extensivectidn of music genres—from rock, pop and hip-tmpduntry, dance, jazz, Latin and
classical. Within each genre we offer a range ohfits, styles and recordings.

All of our music channels are broadcashmercial-free. Our channels are produced, progragnamd hosted by a team of experts in
their fields, including musical performers suchEmsinem, Jimmy Buffett, Little Steven Van Zandt, atter unique personalities such as
Cousin Brucie, Tony Hawk, and several of the o) TV veejays. Each channel is operated as awithail radio station, with a distinct
format and branding.

In 2007, we:

. launched th&iriusly Sinatrachannel featuring music from Frank Sinatra as aglartists such as Tony Bennett, Nat King Cole,
Bobby Darin, Ella Fitzgerald and Dean Mart

. debutedrhe Grateful Dead Channtdaturing performances spanning the bardhg and celebrated history including rare, wwasé
concerts

. returned the populd Street Radighannel to our music lineup in conjunction with Be&uSpringsteen and the E Street Bamdiggic
album and tour

. broadcast live concerts from Jimmy BuffeBama Breezéour onRadio Margaritaville, our music channel dedicated to the tropical
lifestyle, created in conjunction with Jimmy Buffe

. renewed radio personality Bruce Morrow, known t® legion of fans a*Cousin Bruci€' to an exclusive mui-year deal

. began the second season of live broadcasts frerilétropolitan Opera with seven new productiomsludingMacbethand a special
family-targeted production (Hansel & Gretel,

. worked closely with artists such as Duran Dufaarth Brooks, Jay-Z, and Miley Cyrus to creatertbgin channels, available for a
limited time;

. created a new channel dedicater 90s alternative rock and grunge music caLithium ; and

. celebrated the diversity and heritage of music wikblusive programming for Black History Month atdipanic Heritage Montt

Sports Programming

Live play-by-play sports is an importgatt of our programming strategy. We are the CdfiGatellite Radio Partner of the National
Football League, with exclusive satellite radichtgyto use the NFL logo and collective NFL teandéraarks. We carry all NFL regular
season, pre-season and post-season games. Inarest we carry both the home and visiting team dawedcasts, as well as Spanish
language broadcasts of select games. We alsotba&§uper Bowl and in 2008 we broadcast the gareé@hrt languages. We also produce
and broadcast “SIRIUS NFL Radio,” an around-thesklexclusive channel of NFL content for our subdsers. Our agreement with the NFL
expires at the end of the 2010-2011 NFL season.

In 2007, we began live broadcast coverdgdl NASCAR Sprint Cup Series, NASCAR NationwiBeries and NASCAR Craftsman
Truck Series races. We have created “SIRIUS NAS®&Hio,” an around-the-clock channel of exclusiveSGRAR-related programming,
including Tony Stewart Live and race coverage. ke ffans into the cars and pits by devoting adwitiéDriver2Crew Chatter™ channels
that carry the driver-to-crew communications of tiplé different race teams during NASCAR Sprint CRgries races. We are the Official
Satellite Radio Partner of NASCAR with exclusivademark and marketing rights and the right toamblertising time on the NASCAR
channel and during races.

We are the exclusive Official Satellitad®d Partner of the NBA and broadcast a daily 3rl8IRIUS produced NBA talk show. We
transmit live play-by-play broadcasts of every laggeason NBA game plus every game of the NBAgifayand the NBA Finals. Our
agreement with the NBA expires at the end of theetit NBA season.

We are the official satellite radio broasdter of Barclays English Premier League soceoer have the right to air matches of the top 20
clubs in the United Kingdom, including Manchesternitdd. We are also the exclusive satellite radavioter of the Chelsea football club's
Premier League matches. Every Chelsea match feanrexclusive pre-game show co-hosted by intenmatsoccer legend Giorgio
Chinaglia. Our soccer coverage also includes liaéches from the UEFA Champions League. We alsodoamst Celtic games from the
Scottish Premier League.
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We carry extensive live play-by-play caage of college football, basketball and other tpfstom schools from 18 NCAA Division |
conferences. We also have the right to broadchgaaies of the NCAA Division | men’s basketball toament through 2009.

We also air Wimbledon Championships, Aréootball League, National Lacrosse League anseh@rcing.

In 2007, we began broadcasting FIS Al@kéng of Men’s and Womer'World Cup events and added Sporting News Radioitdalk
show lineup. Our sports channels also include EBRNio, ESPN News and ESPN'’s Spanish language progireg, ESPN Deportes.

We launched a new all-sports channel]38RSports Central, which features exclusive tatkgpams as well aSporting News Radio
programming. We collaborated with ESPN on a newNe8Bdicated channel showcasing BEf@PN The Magazirtalk show, and simulcasts
of select ESPN television shows, includfdgortsCenter
Talk and Entertainment Programming

We offer over 25 talk and entertainmdrdarmels for a variety of audiences.

In January 2006, Howard Stern moved &iar show to SIRIUS from terrestrial radio as dirtwo channels being programmed by
Howard Stern and us. Our agreement with Stern exgin December 31, 2010. Our talk radio offerings #eature dozens of popular talk
personalities, most creating radio shows thatxalusively on SIRIUS, including Senator Bill BraglleDeepak Chopra, Richard Simmons,
Martha Stewart, Mark Thompson and Barbara Waltets.diverse spectrum of talk programming is a digait differentiator from terrestrii
radio and other audio entertainment providers.

Our comedy channels present a rangermbhwn the channels Laugh Break, Blue Collar Comaay Raw Dog Comedy, and our ot
entertainment channels include Cosmo Radio, SIRIU&), MAXIM Radio, Road Dog Trucking Radio, Playb@gdio and Radio Disney.

Our religious programming includes théh@éic Channel which is programmed with the asgsistaof the Archdiocese of New York;
EWTN, a Global Catholic Radio Network; and FamilgtNRadio, programmed by Family Net, an affiliatetef Southern Baptist Convention.

In 2007, we:

. launched “The Foxxhole,” an urban comedy andr&itenent channel produced by Jamie Foxx, featunmgshows hosted by
Foxx and other comic:

. announced the creation of “Doctor Radio,” an esisle medical channel featuring doctors as hoslis@thows, with listener
call-ins, to be produced with NYU Medical Center anchighed in the second quarter of 20

. expanded Barbara Walt’ call-in talk show to a weekly forms
. added a program featuring speeches by celebrityabtic figures produced with the 92nd Street Wew York City; anc

. added a variety of exclusive daily and weeklyvghito our Martha Stewart, Playboy Radio, Road DogKing, SIRIUS Left,
SIRIUS OutQ and SIRIUS Stars chann

In February 2008, we launched Indie Tatkgexclusive forum for independent thought andhiopi.

News and Information Programming

We offer 25 news and information chann€hese channels present a range of nationalnatienal and financial news, including ne
from BBC World Service News, Bloomberg Radio, CNEZINN, FOX News, NPR and the World Radio Network.

We offer continuous, local traffic repofor 20 metropolitan markets throughout the Uniiéakes. We broadcast these reports, togethel
with local weather reports from The Weather Chanmel11 of our channels.

We broadcast national weather reportdyred by The Weather Channel on our weather andgemey channel, which also alerts
listeners to key information during civil and natblemergencies. In addition, we insert appropeatergency announcements and broadcasts
into our channels and participate in the natiomakEjency Alert System.

Distribution of SIRIUS Radios

Retail

We sell SIRIUS radios directly to consusnarough our website. SIRIUS radios are also etarkand distributed through major
national and regional retailers, including Best Baircuit City, Costco, Crutchfield, Sam’s Club,rgat and Wal-Mart. SIRIUS radios are
distributed on an exclusive basis by RadioShackdéleelop in-store merchandising materials and pli@sgales force training for several
retailers. SIRIUS radios are also available natidevat various truck stops.
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Automakers

One of our primary means of distributBIigRIUS radios is through the sale of new vehiclewious automakers factory-install and
dealer-install SIRIUS radios in their vehicles. @f®ecember 31, 2007, SIRIUS radios were availabla factory or dealénstalled option ir
116 vehicle models and as a dealer only-instalfgtbo in 37 vehicle models. Many automakers incladribscription to our radio service in
the sale or lease price of their vehicles. In meases, we receive subscription payments from altersan advance of the activation of our
service. We share with various automakers a podfdhe revenues we derive from subscribers usatgoles equipped to receive our serv
We also reimburse various automakers for certastscassociated with the SIRIUS radios installeth@ir vehicles, including in certain cases
hardware costs, tooling expenses and promotiorthhdwertising expenses.

In 2007, we launched SIRIUS Backseat ii'gdlect 2008 model year Chrysler, Dodge and Jebijeles. In 2007, we also announced
the SIRIUS Travel Link service, which is expectede offered in 2008 on select Ford, Lincoln anddvey vehicles.

Automakers continue to incorporate SIRIbS their national and regional advertising. 02, Mercury and Mercedes-Benz each
implemented a national advertising campaign withninent references to the SIRIUS radio service,@mgsler implemented a national
advertising campaign with prominent referenceslRI3S Backseat TV.

Chrysler LLC.In February 2008, we extended our agreement wittlysldr to provide an exclusive relationship ungjpfmber 2017.
This agreement covers all Chrysler LLC brands uditlg Chrysler, Jeep and Dodge. Chrysler includ&lsS radios as a factory-installed
feature in more than 70% of its 2008 model yeaiates. As of December 31, 2007, Chrysler includ#ISS Backseat TV as a factory-
installed option in seven vehicle models.

Mercedes-Benz USA, Inc. and Freightliner LL@We have an agreement with Mercedes-Benz USAamd.Freightliner LLC, which
continues until September 2012. This agreementredtie distribution of our radio service on an asole basis in all cars and light trucks
manufactured by Mercedes-Benz as well as Freiginthmd Sterling heavy trucks. Mercedes-Benz ind@IiRIUS radios as factory
equipment in over 80% of its vehicles in 2007, unithg all 2008 model year Mercedes S Class, SLCI@k Class, CLS, AMG and V12
engine vehicles, and has announced plans to ircpEetration of SIRIUS radios to over 90% of ghicles by 2009.

Ford Motor Company In 2007, we extended our agreement with Fordcanthin of its affiliates to provide for an exchusi
relationship until September 2016 or, at Ford'daptuntil September 2018. Beginning in Januaryl2@brd may elect to become
nonexclusive under the agreement, in which case Wwould forfeit significant future economic bensfiT his agreement covers all Ford
brands, including Ford, Lincoln, Mercury, Jaguao/&o, Land Rover and Mazda. At the end of 2007,I8BRradios were being offered as
standard equipment in most Lincoln brand vehicdest in Range Rover and Range Rover Sport vehigtdbe end of 2007, SIRIUS radios
were available as factory-installed equipment iF28d, Lincoln and Mercury vehicle lines. The Fartti Mercury brands are targeting
approximately 70% factory penetration of SIRIUSioadeginning with 2009 model year vehicles. Fdehg to offer SIRIUS Travel Link on
select Ford, Lincoln and Mercury vehicles in 2008 also have an agreement with Aston Martin whidiereds to September 2011. Aston
Martin offers SIRIUS as a factory-installed optiwith a lifetime subscription on its Vantage and D&icles.

BMW. We have an agreement with BMW of North Americachitprovides for an exclusive relationship untilgust 2008. This
agreement covers all BMW and MINI vehicles. Comniegén the 2008 model year, certain BMW and MINhiaes are sold with a lifetime
subscription included in the price of the car.

Volkswagen and AudiWe have an agreement with Volkswagen of Ametioa, that provides for an exclusive relationshiptigh
July 2012 or, at Volkswagemoption, through July 2015. This agreement coaltrgolkswagen and Audi vehicles. Volkswagen anraaghits
intention to offer SIRIUS radios as standard equphin all Touareg2, New Beetle, New Beetle Conlikrt GTI and GLI models beginning
in the 2008 model year. Audi announced its intentamoffer SIRIUS radios as standard equipmentliBGD8 S4, RS 4, A6, A8, and R8
models, and select Audi Q7 models.

Other AutomakersWe have an exclusive agreement with Kia Motorsefioa, Inc. Kia plans to include SIRIUS radios &sdard
equipment in its vehicles commencing in the 200@ehgear. Our agreement with Kia extends through42fy, at Kia's option, through
2017.

We have an agreement with Mitsubishi Metdorth America which provides for an exclusiviatienship through February 2010.
Mitsubishi included SIRIUS radios as standard eqpgipt in the 2008 model Eclipse Spyder vehicles,and factoryinstalled option on othe
2008 models.

We have an agreement with Bentley Mobacs under which Bentley began including SIRIUSioachs standard equipment in the
majority of its 2008 model vehicles and will contento do so through 2012. Each Bentley vehiclelid with a lifetime subscription included
in the price of the car.

We also have an agreement with Rolls-Rdylotor Cars to include SIRIUS radios as standqrdpenent in its vehicles through 2008.
Each Rolls-Royce vehicle is sold with a lifetiméscription included in the price of the car.

We also have relationships with Toyatd &cion to offer SIRIUS radios as dealer instatlgdipment, and a relationship with Subaru
to offer SIRIUS radios as factory and dealer-insthequipment.
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Special Markets

Trucks. Freightliner, Sterling, Peterbilt, Kenworth, Vohand International offer SIRIUS radios as a faciostalled option on the
trucks they manufacture.

Boats.Various recreational boat builders, including Seg,Frour Winns, Chapatrral, Larson, Glastron, RaagédrFormula, offer
SIRIUS radios and a prepaid subscription to owiseras a standard or optional feature on theitdoa

Recreational VehiclesSeveral leading manufacturers of recreationaickes including Fleetwood, Monaco, Winnebago, Gwaen,
Tiffin and Alfa Leisure, offer SIRIUS radios asacfory-installed option.

The SIRIUS System

Our satellite radio system is designeprtivide clear reception in most areas despitatiaris in terrain, buildings and other
obstructions. Subscribers can receive our trangmnissn all outdoor locations where the satell@dio receiver has an unobstructed line-of-
sight with one of our satellites or is within rangfeone of our terrestrial repeaters.

The FCC has allocated the portion ofSHeand located between 2320 MHz and 2345 MHz ei@lysfor satellite radio. We use 12.5
MHz of bandwidth in the 2320.0-2332.5 MHz frequemayransmit our signals from our satellites to subscribers. Uplink transmissions
(from the ground to our satellites) use 12.5 MHbahdwidth in the 7060-7072.5 MHz band.

Our satellite radio system consists oféhprincipal components:
. satellites, terrestrial repeaters and other segdHcilities;
. our studios; an
. SIRIUS radios

We continually monitor our infrastructuaed regularly evaluate improvements in technolégy.example, we employ a technology
known as hierarchical modulation to allow us teeofidditional audio channels, as well as advaneredcgs such as data and video, without
noticeably affecting our broadcasts. This incréaseetwork capacity is available through select r&#fRIUS radios and is not available to
SIRIUS radios sold prior to the implementationtdsttechnology.

Satellites, Terrestrial Repeaters and Other Satellacilities

Satellites. We operate and own three orbiting satellitespwa a spare satellite that is in storage and we hawo satellites presently
under construction. Space Systems/Loral, the matwrier of our satellites, delivered our three opiegasatellites to us in 2000, following the
completion of inerbit testing of each satellite. Our fourth, spsatellite was delivered to ground storage in Ap@i02. Space Systems/Lora
also in the process of constructing a fifth andhssatellite for use in our system. We expect tmédn our fifth satellite, which is currently
under construction, during the second quarter 602hd our sixth satellite in the fourth quarte261.0.

Our satellites are of the Loral FS-130@ded series. This family of satellites has a higtafrreliability with a total of more than
350 years of in-orbit operation time.

Each of our three orbiting satellitesv&ria in a figure eight pattern extending above laeldw the equator, and spends approximately 16
hours per day north of the equator. At any timey 6four three orbiting satellites operate northhef equator while the third satellite does not
transmit as it traverses the portion of the orbitth of the equator. This orbital configurationlgieehigh signal elevation angles, reducing
service interruptions from signal blockage. Outhfigatellite will complement our existing in-orkdtellites and will be launched into a
geostationary orbit. The redundancy of the resgltionstellation configuration is expected to prevehhanced coverage and performance.

We expect to further augment or replasesatellite constellation. We may elect to augnmemtoperating satellites with our spare
satellite or with new satellites that we may pusshto meet our business needs. In January 2008nteeed into an agreement with
International Launch Services to secure two sttdiunches on Proton rockets. We will pay $95iamlfor the first launch and $98 million
for the second launch. This agreement providehaiflexibility to defer launch dates if we choo®ée also have the ability to cancel the
second of these launches upon payment of a caticelfae. Decisions regarding our satellite cohatiein may affect the estimated useful life
of our existing satellites, and we may modify tiegikciable life accordingly. The cost of replacing satellites will be substantial.

Our orbiting satellites have experiencieduit failures on their solar arrays. The cirdailures our satellites have experienced to da
not limit the power of our broadcast signal or effeur current operations. Additional circuit fais could reduce the estimated useful life of
our in-orbit satellites.
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We do not maintain in-orbit insuranceigiek covering our satellites. We discontinued iauorbit insurance policies covering our
satellites following a review of the health of @atellite constellation, the exclusions from cogeraontained in the available insurance, the
costs of the available insurance, and the practitether satellite companies as to in-orbit insges

If we are required to launch our spatelbge due to the failure of one of our orbitingtellites, our operations would be impaired until
such time as we successfully launch and commissiospare satellite, which could take six monthmore. If two or more of our satellites
fail in orbit in close proximity in time, our opdians could be suspended until replacement saelkite launched and placed into service. In
such event, our business would be materially imgghand we could default on our commitments.

Terrestrial Repeatersin some areas with high concentrations of taildings, such as urban centers, signals from otllgas may be
blocked and reception of our satellite signal carmtiversely affected. In many of these areas, we ti@ployed terrestrial repeaters to
supplement our satellite coverage. We currentlyatpel 24 terrestrial repeaters in 98 urban areasphh to deploy a significant number of
additional terrestrial repeaters in the future.

Other Satellite Facilities We control and communicate with our satellit@srfrour uplink facility in New Jersey. These actast
include routine satellite orbital maneuvers and nooimg of the satellites. We also maintain eatttiens in Panama and Ecuador to control
and communicate with our satellites.

Studios

Our programming originates principallgrr our national broadcast studio in New York Citiie national broadcast studio houses our
corporate headquarters, facilities for programnarigination, programming personnel and facilitiegransmit programming to our orbiting
satellites.

SIRIUS Radios

We design, establish specifications $oyrce parts and components for, and manage vaspexts of the logistics and production of
SIRIUS radios. We do not manufacture, import otritiate SIRIUS radios, except for the distributimiour products through our website.
have authorized select manufacturers to produc8SRadios. These radios are distributed undeovarconsumer brands, including the
SIRIUS brand.

To facilitate the sale of SIRIUS radie®& subsidize chip sets and a portion of radio metufing costs to effectively reduce the price
of SIRIUS radios to our subscribers. We expectdisibsidies to decrease over time.

In-dash Radios In-dash radios are integrated into vehicles dioadvathe user to listen to AM, FM or SIRIUS withalpush of a button.
The SIRIUS receiver can be built into the radi@onnected as a hidden external unit.

In the auto sound aftermarket, in-dasliosare available at retailers nationally. In-desios are also available to automakers for
factory or dealer installation. When factory-inkddl the cost of the SIRIUS radio is generally inigld in the sticker price of the vehicle and
may include a prepaid SIRIUS subscription.

Dock & Play RadiosDock & Play radios enable subscribers to transingit SIRIUS radios easily to and from their canscks,
homes, offices, boats or other locations with @@ adapter kits. Dock & Play radios adapt totexgsaudio systems through FM modulat
or direct connection and can be easily installed bgtailer or the purchaser. In addition, SIRIUKB& Play systems designed for
commercial truckers are available through partibigatruck manufacturers, truck dealers and truoks

A boom box, which enables our subscribersse their SIRIUS radios virtually anywhereaisilable for various models of Dock &
Play radios.

Portable Units. In 2006, we introduced the Stiletto 100, ourtfaatellite radio to provide live reception in @drte mode and the first
portable satellite radio with WiFi capabilities. 2007, we introduced an updated model, the Stiztithe Stiletto 2 allows users to capture,
store and replay live SIRIUS content or a mix dRBIS content and MP3/WMA files, and permits useritrease that storage capability
through a slot for a removeable flash memory céhg Stiletto products also allow the user to boalknaad purchase songs through
compatible music download and subscription seryipesviding easy access to SIRIUS music and otbetent.

FM Modulated RadiosFM modulated radios enable our service to beivedan vehicles with FM radios.

Home and Commercial UnitsSIRIUS home units that provide our satellite g@to most home stereo systems are available
nationally. In addition, various multi-tuner and ltt@one units are available through commerciallelesaand custom installation dealers.
These units allow the user to listen to SIRIUS edddm multiple locations within a home or business
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We have also specially-designed SIRIUB&anits to interface with multiple audio and videmmnponents. The SIRIUS Conductor
home system operates with a wireless controlldrdisalays SIRIUS programming information and colgrl2 components in addition to the
included receiver from up to 150 feet away. Sinylathe SIRIUSConnect Home tuner provides a ondecabnnection to easily add our
service to SIRIUS-Ready home systems manufactuyreimpanies such as Pioneer, Sony, Onkyo, Xanhetsireams, Accurian and Rotel.

In 2007, Sonos introduced a product pinamotes internet access to SIR in the home wittieuheed for a personal computer.

Many SIRIUS radios include a “replay” fieie, allowing listeners to pause, rewind and fasvard music, sports or talk programs. A
number of SIRIUS radios also include SIRIUS-Sedhictv alerts listeners when selected artists or samg playing on another SIRIUS
channel; Game Alert, which prompts listeners whmgirtfavorite teams begin a game or when scoresgehadsame Zone, which lists a
listener’s favorite team scores on one screenparetouch access to traffic and weather reportsdtact cities.

We signed an agreement with XM Radiodwalop a unified standard for satellite radiosrial#e consumers to purchase one radio
capable of receiving both our and XM Radio’s sersicThe technology relating to this unified staddarbeing developed, funded and will be
owned jointly by the two companies. This unifiedretard is intended to meet FCC rules that regntexdperability of both licensed satellite
radio systems.

International

Canada. In 2005, SIRIUS Canada launched its service inada and currently offers 110 channels of commiefi@a music and new
sports, talk and entertainment programming, inelgdil channels of Canadian content and the Howtirth 00 channel, for Cdn. $14.99
month.

As of October 11, 2007, SIRIUS Canadadwat 500,000 subscribers. Subscribers to the SSRTldnada service are not included in
subscriber counts.

SIRIUS Canada is a Canadian corporatineal by us, Canadian Broadcasting Corporation aaddard Radio Inc. SIRIUS Canada’s
license to operate a satellite radio service ingdans subject to a number of conditions, includhmgrequirement that SIRIUS Canada offi
number of qualifying Canadian music and talk ché&ne

Other regions We are in discussions with various parties reigaribint ventures in other countries.

Other Opportunities

Internet RadioWe offer SIRIUS subscribers the ability to listenour music channels and select non-music chawonelsthe Internet
as part of our base subscription price. SIRIUSrireeRadio, which we refer to as SIR, deliversnaudtast of more than 80 channels of our
talk, entertainment, sports and music programmimgafmonthly fee. Subscribers to SIR are inclugedur subscriber counts.

Commercial AccountSIRIUS Music for Business, our music service fomoeercial establishments, is available through Aqapli
Media Corporation, Dynamic Media, Turn Key Medialdnfo Hold Inc. Subscribers to commercial accowamntsincluded in our subscriber
counts.

SIRIUS Backseat TVh 2007, we introduced SIRIUS Backseat TV, a taewi service offering content designed primarily dbildren
from Nickelodeon, Disney Channel and Cartoon Nekwiithe backseat of vehicles. Chrysler was thg antomaker to offer SIRIUS
Backseat TV in its 2008 model-year vehicle lineBpbscribers to SIRIUS Backseat TV are not includezlir subscriber counts.

Travel Link.In 2008, we plan to launch SIRIUS Travel Link, dswf data services that includes real-time tcaffabular and graphical
weather, fuel prices, sports schedules and scanelsmovie listings. SIRIUS Travel Link is expectede standard on Ford’'s next-generation
navigation system and is anticipated to be offemedelect Ford, Lincoln and Mercury vehicles in 0Bubscribers to SIRIUS Travel Link
are not included in our subscriber counts.

Traffic and Weather We offer a service that provides graphic infoliorais to road closings, traffic flow and incidelata to
consumers with in-vehicle navigation systems. Téweise reports incident information for 80 citiewdaraffic flow information for 26 cities.
Traffic flow information is expected to expand to @ities in 2008. We source these reports fromoaiger of mapping and traffic data.
Subscribers to this service are not included insarscriber counts.

We also offer a marine weather servieafuring detailed information ranging from weataed wave heights to sea surface
temperatures, for recreational boaters. The semtegrates data information directly into certaiarine electronics products. This marine
weather service covers the 48 contiguous statesvatets extending hundreds of miles into the Attaahd Pacific Oceans, Gulf of Mexico
and Caribbean.
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In 2007, we began offering a commercigdtion weather service through WSI. WSI InFlightansmits aviation weather information
using our system and is offered to commercial $leletisiness aircraft and private pilots.

SIRIUS via Mobile PhoneSprint offers a SIRIUS music service to its sulizens through a builia media player on Sprint PCS Visi
SM Multimedia Phones for $6.95 per month, a portiomhfch we receive. This service includes acce@0toommercial-free SIRIUS music
channels, plus a channel devoted to artist intervignd performances. Subscribers to the Sprinicgeare not included in our subscriber
counts.

DISH NetworkWe offer our music channels as part of certain mogning packages of the DISH Network satellitevisien service.
Subscribers to DISH Network are not included in suipscriber counts.

Competition

We face competition for listeners, consuelectronics and audio spending, and advertidaligrs. In addition to pre-recorded
entertainment purchased or playing in cars, homdsuging portable players, we compete most direwitly the following services:

Terrestrial AM/FM RadioTerrestrial AM/FM radio has had a well establishearket for its services for many years and offeze f
broadcast reception paid for by commercial adviedisather than by a subscription fee. Many ratidiens offer information programming
a local nature, such as local news and sports,hwhécdo not offer as effectively as local radioe WM/FM radio broadcasting industry is
highly competitive with respect to listeners andextising revenues. Some radio stations also hagerbreducing the number of commerc
per hour, expanding the range of music played erathand experimenting with new formats in ordecempete with us and other
competitors. Several major radio companies haveclaed advertising campaigns designed to assebethefits of traditional local AM/FM
radio. On average every U.S. household has fiveFPMfadios, and radio comes as a standard featueedry vehicle manufactured without
an additional cost to the consumer.

XM Radio. XM Radio is the other FCC licensee for satellitdioaservice in the United States. XM Radio has ameed that it had
9,027,000 subscribers as of December 31, 2007. JiidRbroadcasts certain programming that we dmffet and is offered on various car
model brands which do not offer SIRIUS radios.

HD Radio.While most traditional AM/FM radio stations broadtéy means of analog signals, the radio indusig/rhade significant
strides in rolling out advanced digital transmissiechnology. Digital broadcasting offers higheurs quality than traditional analog signals
and the multicast of as many as five stations mEuency, significantly increasing the quality apdntity of content available to consumers.
Digital radio broadcast services have been expandind an increasing number of radio stationsenuls. have begun digital broadcastin
are in the process of converting to digital broatiog. Over 1,500 radio stations in the United &taturrently broadcast digitally. Digital
radio is generally offered to subscribers withoseavice charge. BMW offers factonystalled HD radio receivers as an option acrolssfals
2008 model year vehicles, Ford currently offers R&dio as a dealer installed option for the Fordyddey and Lincoln brands and recently
announced the availability of factory installed IRadio technology as a standard or optional feainrBord, Mercury and Lincoln vehicles
beginning in calendar year 2009, and retail HDoadire available nationwide at many large retaikensumber of leading radio broadcasters
have joined together to form the HD Digital Radillighce to accelerate the successful rollout oftdigadio.

Digital Music Devices such as iPods and MP3 Play®/s face vigorous competition from various digitalsit devices and their
associated services. The Apple iFoda portable digital music player, allows usersdavert music on compact discs to digital files &md
download and purchase music and video through Appllenes® Music Store. iPod® are compatible with many car stereos and home
speaker systems. Apple has reached agreementuwtitmabile manufacturers to preinstall equipmentehicles which will allow users to
play music from their iPod through the automobdersd system. Many MP3 players can be connectedliimeomusic subscription services,
such as Real Network’s Rhapsody and Napster 2a@k8t, a recently launched private company, hasdoted a device and music service
that continually updates the device based on dsugerferences, serving algorithmically determipéaylists that are direct substitutes for
radio programming.

Internet RadioConsumers are increasingly turning to Internetaalditernet radio broadcasts have no geographitaliions and can
provide listeners with radio programming from arddahe country and the world. Improvements from kigbandwidths, faster modems,
wider programming selections, and industry consoith have made Internet radio a more significametitor for listening in the home and
office. Technologies like WiMax will also make Intet radio more pervasive. In addition to the mfxag Internet streams offered by radio
companies like Clear Channel, CBS Radio or othallemcompanies, subscription Internet music sesjisuch as Rhapsody and Pandora,
offer unlimited and fully-customizable play listrfa small fixed fee per month. These services beaysed for listening at PCs or home
media centers.

Wireless Phoneseveral of the largest wireless providers curreofigr music to mobile phones. Additionally, martyopes now
contain FM radios. Sprint Nextel currently offetseaming music from a variety of providers plus asia store for purchase. Verizon
Wireless offers the VCast music service that caplaged directly on a phone. AT&T offers a variefystreaming content and has also
partnered with Apple to offer the iPhone. Seveunalssription music services, including Rhapsody Raddora, are offered over mobile
phones.
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Next Generation Wirelesblext generation wireless protocols will offer ungedented broadband coverage with enhanced dasa rate
reliability, and broadcast capabilities.

. Sprint Nextel announced in August 2006 its plandevelop a ‘fourth generation’ nationwide molil®@adband network using
the WiMAX standard. Branded XOHM, the network wa$ated on a limited basis in December 2007 arstl®eduled for
commercial launch in several markets in 2(

. During 2007, Verizon Wireless launched VCast &\multichannel mobile video and audio subscripsiervice run over
Qualcomm’s MediaFLO USA network. AT&T has announdeat it would also offer MediaFLO-based media B to its
users. The service offers 8 channels of broadédsbyincluding ESPN, CBS, NBC and Nickelode

. In early 2008, the United States government begaauction of highly coveted 700 MHz spectrum,chifoffers cost-efficient
network buildout possibilities and high signal pagption characteristics. Major media, communicasiod investment
companies are participating in the auction witmpléo use the spectrum to offer next-generatiorledis media and
communications services to consum

When these and other services achievguitbus mobile broadband capability, the relatisenpetitiveness of our product offering may
suffer.

Direct Broadcast Satellite and Cable Audfonumber of companies provide specialized audivises through either direct broadcast
satellite or cable audio systems. These servieetaggeted to fixed locations, mostly in-home. Tédio service offered by direct broadcast
satellite and cable audio is often included as glat package of digital services with video sesyi@nd video customers therefore generall
not pay an additional monthly charge for the awsdiorice.

Government Regulation

As an operator of a privately owned dis¢ebystem, we are regulated by the FCC unde€dmmunications Act of 1934. The FCC is
the government agency with primary authority in theéted States over satellite radio communicati®s.currently must comply with
regulation by the FCC principally with respect to:

. the licensing of our satellite syste
. preventing interference with or to other usersaalfio frequencies; ar
. compliance with FCC rules established specificaliyU.S. satellites and satellite radio servic

Any assignment or transfer of controbaf FCC license must be approved by the FCC. Silpilaur pending merger with XM Radio
is conditioned upon approval of the transactionhsyFCC.

In 1997, we were one of two winning bickieor an FCC license to operate a satellite digisaio radio service and provide other
ancillary services. Our FCC license expires in 20@r to the expiration, we will be required fapdy for a renewal of our FCC license. We
anticipate that, absent significant misconduct onpart, the FCC will renew our license to pernpemtion of our satellites for their useful
lives, and grant a license for any replacementlgate

In some areas with high concentrationslbbuildings, such as urban centers, signals four satellites may be blocked and reception
can be adversely affected. In many of these avgm$fiave installed terrestrial repeaters to supphtmer satellite signal coverage. The FCC
has not yet established rules governing terresgfaaters. A rulemaking on the subject was orilyimaitiated by the FCC in March 1997. A
further rulemaking on the subject was commencethey=CC in December 2007. These rulemakings dr@etiding. Many comments have
been filed as part of these rulemakings. The consnemver many topics relating to the operationwfterrestrial repeaters, but principally
seek to protect adjoining wireless services frotarfierence. We cannot predict the outcome or tinsiidpese FCC proceedings and the final
rules adopted by the FCC may limit our ability &ptby additional terrestrial repeaters, requiréoueduce the power of our existing
terrestrial repeaters or fail to protect us froneiference by adjoining spectrum holders. In therim, the FCC has granted us special
temporary authority to operate over 200 terrestepkaters and offer our service on a hammnful interference basis to other wireless ses
In October 2006, we ceased operating 11 of oues&ial repeaters that we discovered had been tipgit variance to the specifications and
applied to the FCC for new authority to resume afieg these repeaters.

We design, establish specifications $oyrce parts and components for, and manage vaspexts of the logistics and production of
SIRIUS radios, including SIRIUS radios that inclued modulators. Part 15 of the FCC'’s rules estaldisiumber of requirements relating to
FM modulators, including emissions and frequendgsuThe FCC is reviewing whether the FM transnstte certain SIRIUS radios comply
with the Commission’s emissions and frequency rilés are cooperating with the FCC in its on-goimguiiry, and have discovered that
certain SIRIUS personnel requested manufacturgesomuce SIRIUS radios that were not consistertt wiese rules. We are taking
significant steps to ensure that this situationsdo@ happen again, including the adoption of aglamce plan, approved by our board of
directors, to ensure that our products comply &lttapplicable FCC rules. We believe our radiog #re currently in production comply with
applicable FCC rules. The FCC'’s inquiry may resufines, additional license conditions or otherd-@ctions that are detrimental to our
business.
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In 2006, we entered into an agreemertt &gace Systems/Loral to design and constructreditellite. In April 2007, the FCC granted
our application to amend our license to add thisle to our existing satellite constellation. Wave also entered into an agreement with
Space Systems/Loral to design and construct a sat#ilite. We have not yet filed an applicatiothathe FCC to amend our license to add
this satellite to our existing satellite constediat

Our FCC license is conditioned on usify@ng that our system includes a receiver deskgat will permit end users to access XM
Radio’s system. We have signed an agreement with XM Radievelop jointly a unified standard for satellitdios to facilitate the ability
consumers to purchase one radio capable of regeidth our and XM Radio’s services. We believe that agreement, and our efforts with
XM Radio to develop this unified standard for sigtteladios, satisfies the interoperability congliticontained in our FCC license.

Changes in law or regulations relatingacnmunications policy or to matters affecting service could adversely affect our ability to
retain our FCC license or the manner in which werage.

The SIRIUS Trademark

We have several registrations and apmtepplications in the U.S. Patent and Trademaric®fbr the “SIRIUS” trademark and the
“Dog Design” logo used in connection with our protiuand service. We intend to maintain our tradémand the applications and
registrations therefor. We are not aware of anyenmtclaims of infringement or other challenge®tw right to use the “SIRIUS” trademark
or the “Dog Design” logo in the United States imoection with our products or service.

Copyrights in Programming

In connection with our music programming must negotiate and enter into royalty arrangeswith two sets of rights holders:
holders of copyrights in musical works, or songsl holders of copyrights in sound recordings—respcadssettes, compact discs and audio
files.

Musical works rights holders, generatiywgwriters and music publishers, are representgibbiprming rights organizations such as the
American Society of Composers, Authors and Publisher ASCAP, Broadcast Music, Inc., or BMI, andS2¥, Inc. These organizations
negotiate fees with copyright users, collect ragaland distribute them to the rights holders. Qublic performance license agreements with
ASCAP expired at the end of 2006. We have enteredan interim license agreement with ASCAP and BdAbay royalties for our public
performances of musical works by our satellite sasdirvice, and are in discussions regarding finahkes. If we are unable to reach final
agreements with ASCAP and BMI, a royalty rate miiynately be established through litigation.

Sound recording rights holders, typicédisge record companies, are primarily represebjeSoundExchange, an organization which
negotiates licenses and collects and distributgalties on behalf of record companies and perfognairtists. In December 2007, the
Copyright Royalty Board, or CRB, of the Library @bngress issued its decision regarding the royattypayable by us under the statutory
license covering the performance of sound recosdowgr our satellite digital audio radio servicetfee six-year period starting January 1,
2007 and ending December 31, 2012. Under the tefitite CRB’s decision, we will pay a royalty of 80of gross revenues, subject to
certain exclusions, for 2007 and 2008, 6.5% for®2000% for 2010, 7.5% for 2011 and 8.0% for 2B&undExchange has appealed the
decision of the CRB to the United States Court ppéals for the District of Columbia Circuit.

Personnel

As of December 31, 2007, we had 973tfaie employees. In addition, we rely upon a nundfqrart-time employees, consultants,
other advisors and outsourced relationships. Néo@ioemployees is represented by a labor uniod yvembelieve that our relationship with
our employees is good.

Corporate Information

Sirius Satellite Radio Inc. was incorgecthin the State of Delaware as Satellite CD Rddim,on May 17, 1990. On December 7, 1€
we changed our name to CD Radio Inc., and we foranetiolly owned subsidiary, Satellite CD Radio,.Jhat is the holder of our FCC
license. On November 18, 1999, we changed our riar8&ius Satellite Radio Inc. Our executive officae located at 1221 Avenue of the
Americas, 36th floor, New York, New York 10020 amut telephone number is (212) 584-5100. Our inteaiddress is SIRIUS.com. Our
annual, quarterly and current reports, and amentinterihose reports, filed or furnished pursuargection 14(a) or 15(d) of the Securities
Exchange Act of 1934 may be accessed free of chilargegh our website after we have electronicalgdfsuch material with, or furnished it
to, the SEC. SIRIUS.com is an inactive textualmefiee only, meaning that the information contaioedhe website is not part of this Annual
Report on Form 10-K and is not incorporated in thort by reference.
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Executive Officers of the Registrant

Certain information regarding our execeaitdfficers is provided below:

Name Age Position
Mel Karmazin 64 Chief Executive Office
Scott A. Greenstei 48 President, Entertainment and Spt
James E. Meye 53 President, Sales and Operatis
Patrick L. Donnelly 46 Executive Vice President, General Counsel and &ag
David J. Frea 51 Executive Vice President and Chief Financial Offi

Mel Karmazin has served as our Chief Executive Officer and a begraf our board of directors since November 2@0#br to joining
us, Mr. Karmazin was President and Chief Operadiffgcer and a member of the board of directors @fcém Inc. from May 2000 until
June 2004. Prior to joining Viacom, Mr. KarmazinsaRresident and Chief Executive Officer of CBS @oagion from January 1999 and a
director of CBS Corporation from 1997 until its mer with Viacom in May 2000. He was President ahteCOperating Officer of CBS
Corporation from April 1998 through December 19898. Karmazin joined CBS Corporation in December@88 Chairman and Chief
Executive Officer of CBS Radio and served as Chairand Chief Executive Officer of the CBS Statiaw@ (Radio and Television) from
May 1997 to April 1998. Prior to joining CBS Corption, Mr. Karmazin served as President and Chxetchtive Officer of Infinity
Broadcasting Corporation from 1981 until its acgiga by CBS Corporation in December 1996. Mr. Kaaim served as Chairman, President
and Chief Executive Officer of Infinity from Decembl1998 until the merger of Infinity Broadcastingr@oration with Viacom in
February 2001.

Scott A. Greensteinhas served as our President, Entertainment andsSporce May 2004. Prior to May 2004, Mr. Greeimsteas
Chief Executive Officer of The Greenstein Grouppedia and entertainment consulting firm. From 1988 2002, he was Chairman of U¢
Films, a motion picture production, marketing amstrécbution company. From 1997 until 1999, Mr. Gretein was Co-President of October
Films, a motion picture production, marketing amgtrébution company. Prior to joining October FilpMr. Greenstein was Senior Vice
President of Motion Pictures, Music, New Media &utblishing at Miramax Films, and held senior posisi at Viacom Inc., a diversified
media and entertainment company.

James E. Meyerhas served as our President, Sales and Operaginns,May 2004. Prior to May 2004, Mr. Meyer wasdfdent of
Aegis Ventures Incorporated, a consulting firm thi@vides general management services. From Dege2@Bé& until 2002, Mr. Meyer
served as special advisor to the Chairman of TharsA., a leading consumer electronics companymRranuary 1997 until
December 2001, Mr. Meyer served as the Senior BxecWice President for Thomson as well as the Chigerating Officer for Thomson
Consumer Electronics. From 1992 until 1996, Mr. Eleserved as Thomson’s Senior Vice President ai®tdManagement. Mr. Meyer is a
director of Gemstar-TV Guide International, Inc.

Patrick L. Donnelly has served as our Executive Vice President, Geenahsel and Secretary since May 1998. From Ju@@ 9
May 1998, he was Vice President and deputy geweraisel of ITT Corporation, a hotel, gaming andc&gatnment company that was
acquired by Starwood Hotels & Resorts Worldwide, in February 1998. From October 1995 to June 1887%vas assistant general counsel
of ITT Corporation. Prior to October 1995, Mr. Datiy was an associate at the law firm of Simpsoacher & Bartlett LLP.

David J. Frear has served as our Executive Vice President andf Elriancial Officer since June 2003. From July 189®ugh
February 2003, Mr. Frear was Executive Vice Pregidaed Chief Financial Officer of Savvis Communicas Corporation, a global managed
service provider, delivering internet protocol apglions for business customers. From October 18@f1gh February 2003, Mr. Frear also
served as a director of Savvis. Mr. Frear was dapendent consultant in the telecommunicationssimgdirom August 1998 until June 1999.
From October 1993 to July 1998, Mr. Frear was Seviice President and Chief Financial Officer of @riNetwork Systems Inc., an
international satellite communications company thas acquired by Loral Space & Communications irtdvlarch 1998. From 1990 to 1993,
Mr. Frear was Chief Financial Officer of Milliconm¢orporated, a cellular, paging and cable telemismmpany. Prior to joining Millicom, he
was an investment banker at Bear, Stearns & Co.almd Credit Suisse.

Employment Agreements

We have entered into an employment agea¢mith each of our executive officers, and thegeeements are described below.

Mel Karmazin. In November 2004, we entered into a five-yeaeagrent with Mel Karmazin to serve as our Chief Exige Officer.
We pay Mr. Karmazin a base salary of $1,250,000/par, and annual bonuses in an amount determadyear by the Compensation
Committee of our board of directors.
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Pursuant to our agreement with Mr. Kanmgalzis stock options and shares of restrictedkstatt vest upon his termination of
employment for good reason, upon his death or ditsahnd in the event of a change in control. e event Mr. Karmazin’s employment is
terminated by us without cause, his unvested stptions and shares of restricted stock will vest become exercisable, and he will receive
his current base salary for the remainder of tha tnd any earned but unpaid annual bonus.

In the event that any payment we makd&emefit we provide, to Mr. Karmazin would requtien to pay an excise tax under
Section 280G of the United States Internal Revélae, we have agreed to pay Mr. Karmazin the amaofusuich tax and such additional
amount as may be necessary to place him in the saa financial position that he would have beeifithe excise tax was not imposed.

Scott A. GreensteinMr. Greenstein has agreed to serve as our Presietgrtainment and Sports, through July 2009,veagay
Mr. Greenstein an annual salary of $850,000.

If Mr. Greenstein’s employment is termadwithout cause or he terminates his employnangdod reason, he is entitled to receive a
lump sum payment equal to (1) his base salaryfecefrom the termination date through July 2008 &2) any annual bonuses, at a level
equal to 60% of his base salary, that would haes lmeistomarily paid during the period from the tieation date through July 2009. In the
event Mr. Greenstein’s employment is terminatedhaut cause or he terminates his employment for geasion, we are also obligated to
continue his medical, disability and life insuraamefits for eighteen months following his terntioa.

If, following the occurrence of a changeontrol, Mr. Greenstein is terminated withoutisa or he terminates his employment for g
reason, we are obligated to pay Mr. Greensteitetsger of (1) four times his base salary and (2 8 the multiple of base salary, if any, t
our chief executive officer would be entitled te@eese under his or her employment agreement ifrlghe was terminated without cause or
terminated for good reason following such changeoimtrol. We are also obligated to continue Mr.&histein’s medical, disability and life
insurance benefits, or pay him an amount sufficiemeplace these benefits, until the third anrsgey of his termination date.

In the event that any payment we makdemefit we provide, to Mr. Greenstein would requifm to pay an excise tax under
Section 280G of the United States Internal Revelume, we have agreed to pay Mr. Greenstein the anodsuch tax and such additional
amount as may be necessary to place him in the saa financial position that he would have beeifithe excise tax was not imposed.

James E. MeyerMr. Meyer has agreed to serve as our Presidergs@ald Operations, until April 2010 and we pay Meyer an
annual salary of $950,000.

If Mr. Meyer’s employment is terminatediwout cause or he terminates his employment fodgeason, we will pay him a lump sum
payment equal to (1) his annual base salary irceffie the termination date plus, (2) the greatdxpé bonus equal to 60% of his annual base
salary or (y) the prior year’'s bonus actually p@idhim (the “Designated Amount”). Pursuant to higpdboyment agreement, Mr. Meyer may
elect to retire in April 2008, April 2009 or Api2010. In the event he elects to retire, we haveeajto pay him a lump sum payment equal to
the Designated Amount.

If, following the consummation of the jpémg merger with XM Radio, Mr. Meyer elects to ret{which he may do shortly following
the merger or the next April following the mergem) Mr. Meyer is terminated without cause or heni@ates his employment for good reason
during the 12 month period following the merger,wi# pay him a lump sum payment equal to two tintes Designated Amount.

Upon the expiration of Mr. Meyer’s emphognt agreement in April 2010 or following his retirent, if earlier, we have agreed to offer
Mr. Meyer a one-year consulting agreement. We edxpeeimburse Mr. Meyer for all of his reasonablg-of-pocket expenses associated
with the performance of his obligations under toasulting agreement, but do not expect to paydrigncash compensation. Mr. Meyer’s
stock options will continue to vest and will be misable during the term of this consulting agreeime

In the event that any payment we makdemefit we provide, to Mr. Meyer would be deemeté an “excess parachute payment”
under Section 280G of the Internal Revenue Codk that he would be subject to an excise tax, we laaveed to pay Mr. Meyer the amount
of such tax and such additional amount as may bessary to place him in the exact same financisitipa that he would have been in if the
excise tax were not imposed.

Patrick L. Donnelly.Mr. Donnelly has agreed to serve as our Executiee Yresident, General Counsel and Secretary, dhrou
April 2010, and we pay Mr. Donnelly an annual bsakary of $525,000.

If Mr. Donnellys employment is terminated without cause or heiteatas his employment for good reason, we are ataddyto pay hir
a lump sum payment equal to his annual salary lmdnnual bonus last paid to him and to continsert@dical, disability and life insurance
benefits for one year.

In the event that any payment we makd&emefit we provide, to Mr. Donnelly would requiren to pay an excise tax under
Section 280G of the United States Internal Revelume, we have agreed to pay Mr. Donnelly the amotistich tax and such
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additional amount as may be necessary to placerhihe exact same financial position that he wddde been in if the excise tax was not
imposed.

David J. Frear.Mr. Frear has agreed to serve as our Executive Riesident and Chief Financial Officer through 2200, and we
pay Mr. Frear an annual salary of $550,000. MraFseannual salary will increase to $750,000 on ésid., 2008.

If Mr. Frear’'s employment is terminatedheut cause or he terminates his employment fodgeason, we are obligated to pay him a
lump sum payment equal to his annual salary andniheal bonus last paid to him.

In the event that any payment we makdemefit we provide, to Mr. Frear would require himpay an excise tax under Section 280G
of the United States Internal Revenue Code, we hgweed to pay Mr. Frear the amount of such taxsaietl additional amount as may be
necessary to place him in the exact same finapoisition that he would have been in if the excésewas not imposed.

Additional information regarding the coamgation for Messrs. Karmazin, Greenstein, Meyenri2lly and Frear will be included in ¢
definitive proxy statement for our 2008 annual rmepbf stockholders scheduled to be held on Tuedday 20, 2008.
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Item 1A. Risk Factors

In addition to the other information in this AnniRéport on Form 10-K, including the information endhe caption “Competition,”
the following risk factors should be consideredeatally in evaluating us and our business. This AhfReport on Form 10-K contains
forward-looking statements within the meaning of the faldezcurities laws. Actual results and the timiriggeents could differ materially
from those projected in forwa-looking statements due to a number of factorduiting those set forth below and elsewhere in Amigual
Report on Form 1-K. See “Special Note Regarding Forward-Lookingt&taents.”

Failure of our satellites would significantly dama@g our business.

Our three orbiting satellites were lauetin 2000. We do not maintain in-orbit insuranoéqies covering our satellites. We estimate
that two of our in-orbit satellites will have a §8ar useful life and our third in-orbit satellitélvinave a 15 year useful life from the time of
launch. Our operating results would be materiadlyaasely affected if the useful life of our satelti is significantly shorter than we expect,
whether as a result of a satellite failure or técdirobsolescence, and we fail to launch replacesetellites in a timely manner.

The useful lives of our satellites widlry and depend on a number of factors, including:
. degradation and durability of solar pant
. quality of construction
. random failure of satellite components, which caelsult in significant damage to or loss of a ditée
. amount of fuel our satellites consume; i
. damage or destruction by electrostatic storms bisimns with other objects in space, which occalydn rare case

Our in-orbit satellites have experienceduit failures on their solar arrays. The cirdailures our satellites have experienced do not
affect our current operations. Additional circwtlfires could reduce the estimated useful lifewofexisting in-orbit satellites.

In the ordinary course of operation, Kites experience failures of component parts gperational and performance anomalies.
Components on our in-orbit satellites have faikeat] from time to time we have experienced anomaliéise operation and performance of
our satellites. These failures and anomalies goea®d to continue in the ordinary course, ansliinpossible to predict if any of these future
events will have a material adverse effect on @arations or the useful life of our existing in-biatellites.

If one of our three satellites fails irbid, our service would be impaired until such tiemewe successfully launch and commission our
spare satellite, which would take six months orendfrtwo or more of our satellites fail in orbit €lose proximity in time, our service could
be suspended until replacement satellites are feachand placed into service. In such event, ounbes would be materially impacted and
we could default on our commitments.

We have entered into an agreement widt8systems/Loral to design and construct two ragellges. The first of these new satellites
is expected to be launched in the second quart20@d. The second of these new satellites is eggddotbe launched in the fourth quarter of
2010. Satellite launches have significant risksluding launch failure, damage or destruction ef shatellite during launch and failure to
achieve a proper orbit or operate as planned. @n@eaent with Space Systems/Loral does not prateatainst the risks inherent in a
satellite launch or in-orbit operations.

Failure to comply with FCC requirements could damag our business.

As the holder of an FCC license to opeeasatellite radio service in the United Statesave subject to FCC rules and regulations. The
terms of our license require us to meet certairditimms, including designing a receiver that willrmit end users to access XM Radio’s
system; coordination of our satellite radio serwigth radio systems operating in the same rangeegfiencies in neighboring countries; and
coordination of our communications links to ouredites with other systems that operate in the skewiency band. Non-compliance by us
with these conditions could result in fines, additil license conditions, license revocation or ptlegrimental FCC actions.

The FCC is reviewing whether the FM traitters in certain SIRIUS radios comply with ther@imission’s emissions and frequency
rules. We are cooperating with the FCC in its imguand have discovered that certain SIRIUS persbiraguested manufacturers to produce
SIRIUS radios that were not consistent with theses: We have taken steps to ensure that thidisituéoes not happen again, including the
adoption of a compliance plan to ensure that irfthére our products comply with all applicable F&@es. We believe our radios that are
currently in production comply with applicable F@@es. SIRIUS radios that include compliant FM sanitters may be subject to some
transmission noise, which may result in us encangagrofessional installation in
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some cases. The FCC's inquiry may result in fiadslitional license conditions or other FCC actitiveg are detrimental to our business.

The FCC has not yet issued final rulasniiting us to operate and deploy terrestrial régresato fill gaps in our satellite coverage. We
are operating our terrestrial repeaters on a “mé@rierence” basis pursuant to a grant of speeiapbrary authority from the FCC. The FGC’
final terrestrial repeater rules may require usetduice the power of our terrestrial repeaters emnitl dur ability to deploy additional repeaters.
If the FCC requires us to reduce significantly plogver of our terrestrial repeaters, this would harnedverse effect on the quality of our
service in certain markets and/or cause us to alteterrestrial repeater infrastructure at a @il cost. If the FCC limits our ability to
deploy additional terrestrial repeaters, our aptlitimprove any deficiencies in our service qyadlitat may be identified in the future would
be adversely affected.

In October 2006, we ceased operatingf hlipterrestrial repeaters which we discovered heeh operating at variance to the
specifications and applied to the FCC for new atitynto resume operating these repeaters. Ourréatin comply with the initial special
temporary authority could result in disciplinarytian by the FCC, although we do not believe sudioaavould have a material adverse ef
on our business or operations.

We may need to refinance a portion of our debt, wich refinancing may not be available.

In 2004, we issued $300 million in aggtegprincipal amount of ourZ 2% Convertible Notes due 2009. These notes are ctiloiee
at the option of the holders, into shares of ounitmn stock at a conversion rate of 226.7574 shtafresmmon stock for each $1,000.00
principal amount, or $4.41 per share of commonkstdhese notes mature in February 2009. If our comstock does not trade above $4.41
per share prior to the maturity of these notes fitdt likely that the holders will convert themgarto maturity, and we will have to refinance
these notes when they mature in February 2009.

Our substantial indebtedness could adversely affecur financial health.

As of December 31, 2007, we had approtetgasl.3 billion of indebtedness, of which $250limn was secured by our assets. We may
incur more debt if we believe we can raise monejagnrable terms. A significant portion of our itdedness contains restrictive covenants.
Our indebtedness could:

. limit our ability to borrow additional fund:
. limit our flexibility in planning for, or reactingp, changes in our business and indus
. increase our vulnerability to general adverse egoo@nd industry condition:

. require us to dedicate a substantial portionusfoash flow from operations to payments on ouebtddness, possibly reducing
the availability of our cash flow to fund workingmital, capital expenditures, and other generglamte purposes; ai

. place us at a competitive disadvantage comparedrpetitors that have less de

Failure to comply with the covenants eemtd in the indentures and agreements governindeht could result in an event of default,
which, if not cured or waived, could cause us srdntinue operations or seek a purchaser for asinéss or assets.

We may from time to time modify our business planand these changes could adversely affect us and durancial condition.

We regularly evaluate our plans and styat These evaluations often result in changesit@lans and strategy, some of which may be
material and significantly change our cash requéets. These changes in our plans or strategy ntaydie: the acquisition of unique or
compelling programming; the introduction of newtteas or services; significant new or enhancedibigion arrangements; investments in
infrastructure, such as satellites, equipment diorapectrum; and acquisitions of third partied than programming, distribution,
infrastructure, assets, or any combination of tredoing.

To fund incremental cash requirementgsomarket opportunities arise, we may chooseige edditional funds through the sale of
additional debt securities, equity securities oombination of debt and equity securities. The irence of indebtedness would result in
increased fiscal obligations and could contain @aluil restrictive covenants. The sale of additi@tpuity or convertible debt securities wo
result in dilution to our stockholders. These dddil sources of funds may not be available aaydilable, may not be available on terms
favorable to us.

Our business might never become profitable.

As of December 31, 2007, we had an actated deficit of approximately $4.4 billion. We eqi our cumulative net losses to grow as
we make payments under various contracts, incuketiag and subscriber acquisition costs and mategast payments on our existing debt.
If we are unable ultimately to generate sufficimtenues to become profitable, we could defaulhumcommitments and may have to
discontinue operations or seek a purchaser fobosiness or assets.
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Programming is an important part of our service, arl the costs to renew our programming arrangements ay be more than
anticipated.

Thirdparty content is an important part of our servargj we compete with many entities for content. \Weehentered into a number
important content arrangements, including agreesneiih the NFL, Howard Stern and NASCAR, which riegqus to pay substantial sums.
Our agreement with the NFL expires at the end @2010-2011 NFL season; our agreement with Howseth@xpires in December 2010;
and our agreement with NASCAR expires in 2011.Hesé agreements expire, we may not be able toinegmnewals of one or more of
these agreements, or renew such agreements aiv@btdieve are attractive.

In addition, we may not be able to obtilditional third-party content within the costst@mplated by our business plan.

Higher than expected costs of attracting new subsitrers could adversely affect our financial performace and operating results.

We are spending substantial funds on riduey and marketing and in transactions with eakers, radio manufacturers, retailers and
others to obtain and attract subscribers. If treéscof attracting new subscribers are greater élxpected, our financial performance and
operating results could be adversely affected.

Higher subscriber turnover could adversely affect ar financial performance and operating results.

We are experiencing, and expect to caetiio experience in the future, subscriber turnomechurn. If we are unable to retain our
current subscribers, or the costs of retaining @uibsrs is higher than we expect, our financiafgenance and operating results could be
adversely affected.

Weaker than expected market acceptance of our seng could adversely affect our advertising revenuena operating results.

Our ability to generate advertising ravesiis directly affected by the number of subscsilbe our service and the amount of time
subscribers spend listening to our talk and eritertant channels or our traffic and weather serviar. ability to generate advertising
revenues also depends on several factors, includatevel and type of market penetration of ouvise, competition for advertising dollars
from other media, and changes in the advertisidgstry and the economy generally. We directly capar audiences and advertising
revenues with traditional AM/FM radio stations astler media, some of which maintain longstanditatienships with advertisers and
possess greater resources than we do.

Failure of third parties to perform could adversely affect our business.

Our business depends in part on thetsffufrthird parties, especially the efforts of:

. automakers that manufacture, market and seltieshtapable of receiving our service, but in meases have no obligations to
do so;

. consumer electronics manufacturers that manufaetwdedistribute SIRIUS radio

. companies that manufacture and sell integrateditiréor SIRIUS radios

. programming providers and -air talent, including Howard Ster

. retailers that market and sell SIRIUS radios armhqmte subscriptions to our service;

. third party vendors that have designed, builppsut or operate important elements of our systrmh as our customer service
facilities.

If one or more of these third partiessloet perform in a sufficient or timely manner, business will be adversely affected and we
could be placed at a long-term disadvantage.

The sale and lease of vehicles with SIRrddios and the retail aftermarket are importantees of subscribers for us. To the extent
sales of vehicles by automakers slow or retailkystéo promote other competing products, our stibscgrowth could be adversely
impacted. We do not manufacture satellite radioscoessories, and we depend on manufacturers laecs dor the production of SIRIUS
radios and their component parts. If one or moraufacturers does not produce radios in a suffigiemaintity to meet demand, or if such
radios were not to perform as advertised or welmetdefective, sales of our service and our rejoutabuld be adversely affected.

We may be exposed to liabilities associated with ¢hdesign, manufacture and distribution of SIRIUS ralios.

We do not manufacture, import, or digttébSIRIUS radios. We do design, establish spetifios for, source parts and components
and manage various aspects of the logistics artuption of SIRIUS radios. As a result of these\atidis, we may be exposed to liabilities
associated with the design, manufacture and digtab of SIRIUS radios that the providers of an
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entertainment service would not customarily be ecgjo, such as liabilities for design defectsegpainfringement and compliance with
applicable laws, as well as the costs of returrredymt.

Rapid technological and industry changes could makeur service obsolete.

The audio entertainment industry is cbidzed by rapid technological change, frequemt peoduct innovations, changes in customer
requirements and expectations, and evolving stalsdérwe are unable to keep pace with these clsmge business may be unsuccessful.
Products using new technologies, or emerging imgissandards, could make our technologies obsoleliess competitive in the marketplace.

Our national broadcast studio, terrestrial repeaternetwork, satellite uplink facility or other ground facilities could be damaged by
natural catastrophes or terrorist activities.

An earthquake, tornado, flood, terrogigck or other catastrophic event could damagaational broadcast studio, terrestrial repeater
network or satellite uplink facility, interrupt oservice and harm our business. We do not havacepient or redundant facilities that can be
used to assume the fuel functions of our terrdsif@eater network, national broadcast studio tellg® uplink facility in the event of a
catastrophic event.

Any damage to the satellite that transrwtour terrestrial repeater network would likedgult in degradation of our service for some
subscribers and could result in complete loss ofigein certain areas. Damage to our national deast studio would restrict our
programming production and require us to obtairgmmming from third parties to continue our servidamage to our satellite uplink
facility could result in a complete loss of serviggil we transfer our operations to a suitabldaegment facility.

Consumers could pirate our service.

Individuals who engage in piracy may bkedo obtain or rebroadcast our satellite radiwise or access the internet transmission o
service without paying the subscription fee. Althbwe use encryption technology to mitigate thie oissignal theft, such technology may
not be adequate to prevent theft of our signalighfal theft becomes widespread, it could harmbaiginess.

Risks Relating to the Pending Merger with XM Radio
In connection with closing the merger, a substantlaamount of XM Radio’s indebtedness will need to beefinanced or amended.

In connection with closing the merger, JRddio must offer to repurchase a significant portf its outstanding debt at 101% of the
principal amount thereof or obtain the consentefhiolders of the debt to eliminate such repurcbatigation. Any required repurchase
would likely be financed with other debt and, dagtevailing conditions in the debt markets, détricing to fund such repurchase may not
be available on terms favorable to the combinedpaom or at all. Similarly, soliciting the conserfitmlders to amend XM Radio’s debt to
eliminate the repurchase obligation may not be essfal or, if successful, may require XM Radio &y @ significant amount to the holders.
At December 31, 2007, the aggregate principal amoUXM Radio’s outstanding debt was approximatgly5 billion, and no outstanding
debt was trading above 101% of the outstandingcjrah amount. If the XM Radio debt is trading abd¥s.% at the time of any required
repurchase offer, a large majority of holders wdeadunlikely to sell their notes in the repurchafer.

The combined company’s indebtedness following theompletion of the merger will be substantial. Thismdebtedness could adversely
affect the combined company in many ways, includingy reducing funds available for other business pyroses.

The pro forma indebtedness of the combined comparof December 31, 2007, after giving effect tortlerger, would have been
approximately $2.8 billion. This indebtedness caglduce funds available for investment in researchdevelopment and capital
expenditures or create competitive disadvantagepaced to competitors with lower debt levels. Idiidn, existing covenants in our debt
instruments and XM Radio’s debt instruments wouadtlthe transfer of cash between the two compaatfies a combination and require that
inter-company dealings be effected on an arm’stlebgsis, which may affect the timing or amounsyriiergies realized from the integration
of the two companies.

The ability to complete the merger is subject to th receipt of consents and approvals from governmeintities, which may impose
conditions that could have an adverse effect on ws could cause either party to abandon the merger.

In deciding whether to grant regulatopp@vals, the relevant governmental entities vohsider the effect of the merger on
competition and whether the merger is in the publierest. The terms and conditions of the appmotradt are granted may impose
requirements, limitations or costs or place restns on the conduct of the combined company’srass.
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The merger agreement requires us to asagmficant conditions from regulatory bodies dref we may refuse to close the merger on
the basis of those regulatory conditions. We capnotide any assurance that either company witkhiobihe necessary approvals or that any
other conditions, terms, obligations or restricsiavill not have a material adverse effect on thmltimed company following the merger. In
addition, we can provide no assurance that theseitbons, terms, obligations or restrictions wititmesult in the delay or abandonment of the
merger.

Any delay in completion of the merger may significatly reduce the benefits expected to be obtaineddm the merger.

In addition to the required regulatorgariances and approvals, the merger is subjeattionder of other conditions beyond our control
that may prevent, delay or otherwise materiallyaadely affect its completion. We cannot predict thiee and when these other conditions
will be satisfied. Further, the requirements fotadhing the required clearances and approvals atellay the completion of the merger for a
significant period of time or prevent it from ocdag. Any delay in completing the merger may sigmaiftly reduce the synergies and other
benefits that we expect to achieve if we succelgstoimplete the merger within the expected timefand integrate our business with XM
Radio’s business.

The anticipated benefits of the merger may not beealized fully or at all or may take longer to realze than expected.

The merger involves the integration ob twsompanies that have previously operated indepelydeith principal offices in two distinct
locations. Due to legal restrictions, we have caneldi only limited planning regarding the integrataf the two companies. The combined
company will be required to devote significant nggraent attention and resources to integratingvibecbmpanies. Delays in this process
could adversely affect the combined company’s mssinfinancial results, financial condition anccktprice. Even if we are able to integrate
our business operations successfully, there carolzssurance that this integration will resulthia tealization of the full benefits of synerg
cost savings, innovation and operational efficieat¢hat may be possible from this integration at these benefits will be achieved within a
reasonable period of time.

Additionally, as a condition to their appal of the merger, regulatory agencies may impegairements, limitations or costs or require
divestitures or place restrictions on the condd@ithe combined company’s business. If we agrebédsd requirements, limitations, costs,
divestitures or restrictions, our ability to realithe anticipated benefits of the merger may bairegd.

The issuance of shares of our common stock to XM B stockholders in the merger will substantially educe the percentage interests
of our stockholders.

If the merger is completed, we will issyeto approximately 1.7 billion shares of our coomstock in the merger. Based on the nur
of shares of our common stock and XM Radio comntocksoutstanding on December 31, 2007, XM Radioldtolders before the merger
will own, in the aggregate, approximately 50% daf thares of common stock outstanding immediatédy #fe merger. The issuance of sh
of our common stock to XM Radio stockholders ininerger and to holders of assumed options andatestistock units to acquire shares of
XM Radio common stock and warrants will cause aificant reduction in the relative percentage iegtiof our current stockholders in
earnings, voting, liquidation value and book andkagavalue.

Failure to complete the merger for regulatory or oher reasons could adversely affect our stock pricend our future business and
financial results.

Completion of the merger is conditiongemn, among other things, the receipt of apprownaluiding from the Federal Communications
Commission and the Department of Justice. Theme @ssurance that we will receive the necessampaals or satisfy the other conditions
the merger. Failure to complete the pending mengeild prevent us from realizing the anticipatedddas of the merger. We will also rem:
liable for significant transaction costs, includilegal and accounting fees, whether or not the ardsgcompleted. In addition, the current
market price of our common stock may reflect a mmbdssumption as to whether the merger will oc€onsequently, the completion of, or a
failure to complete, the merger could result ingmidicant change in the market price of our comnstotk.

Resales of shares of our common stock following tleerger and additional obligations to issue sharesf our common stock may cause
the market price of our common stock to fall.

As of December 31, 2007, we had approteiya .47 billion shares of common stock outstagdind approximately 165 million shares
of common stock subject to outstanding optionsaher rights to purchase or acquire shares. Wetlyrexpect that we may issue up to 1.7
billion shares of our common stock in connectiothwine merger. The issuance of these new shams @ommon stock and the sale of
additional shares of our common stock that may fmeceligible for sale in the public market from titeetime upon exercise of options
(including a substantial number of our options thiditreplace existing XM Radio options) could hae effect of depressing the market
price for shares of our common stock.
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The trading price of shares of our common stock afir the merger may be affected by factors differenfrom those affecting the price of
shares of XM Radio common stock or shares of our camon stock before the merger.

If we complete the merger, holders of Rédio common stock will become holders of our commsimck. The results of our operatic
as well as the trading price of our common stottier dhe merger may be affected by factors diffefesm those currently affecting our resi
of operations, XM Radio’s results of operations #meltrading price of XM Radio common stock.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

We lease space in office buildings in Néark, New York, to house our headquarters ancnatibroadcast studios. We also lease
office or studio space in Lawrenceville, New Jergearmington Hills, Michigan; Nashville, Tennessbimphis, Tennessee; Los Angeles,
California; and Houston, Texas.

We own property that we use for techna&ad engineering facilities in Vernon, New Jerddig also lease properties in Panama and
Ecuador that we use as earth stations to commahdaanirol our satellites.

Item 3. Legal Proceedings

FCC Matters. In April 2006, we learned that XM Radio and twamufacturers of SIRIUS radios had received ingsifiem the FCC
as to whether the FM transmitters in their prodeotsiplied with the FCC’s emissions and frequendgsiuWe promptly began an internal
review of the compliance of the FM transmitter@inumber of our radios. In June 2006, we learnatiatthird manufacturer of SIRIUS
radios had received an inquiry from the FCC ashetiver the FM transmitters in its products compligith the FCC'’s emissions and
frequency rules. In June 2006, we received a l&ten the FCC making similar inquiries. In July Z)Qve responded to the letter from the
FCC in respect of the preliminary results of owie®. In August 2006, we received a follow-up leé inquiry from the FCC and responded
to the FCC'’s further inquiry. We continue to coaderwith the FCC’s inquiry.

During our internal review, we determiribdt certain of our radios with FM transmittersrgr@ot compliant with FCC rules. We have
taken a series of actions to correct the problem.

In connection with our internal reviewe wiscovered that certain SIRIUS personnel reqdes@nufacturers to produce SIRIUS radios
that were not consistent with the FCC's rules. Asslt of this review, we are taking significates to ensure that this situation does not
happen again, including the adoption of a compkapian, approved by our board of directors, to enthat in the future our products com
with all applicable FCC rules.

The FCC's laboratory has tested a nurobeur products and found them to be compliant \thin FCC'’s rules. We believe SIRIUS
radios that are currently in production comply wahplicable FCC's rules. No health or safety issaresinvolved with these SIRIUS radios
and radios which are factory-installed in new vidsare not affected.

We have retained an engineering compdiaificer to report to our Senior Vice Presidentraérnal Audit, who reports to our Audit
Committee.

In October 2006, we ceased operatingf Hlpterrestrial repeaters which we discovered heeh operating at variance to the
specifications and applied to the FCC for new atitthh¢o resume operating these repeaters.

Copyright Royalty Board Proceedingn December 2007, the Copyright Royalty BoardC&B, of the Library of Congress issued its
decision regarding the royalty rate payable byndeu the statutory license covering the performaric®und recordings over our satellite
digital audio radio service for the six-year pergidrting January 1, 2007 and ending December@I2.2Jnder the terms of the CRB’s
decision, we will pay a royalty of 6.0% of grosseaues, subject to certain exclusions, for 2007208, 6.5% for 2009, 7.0% for 2010,
7.5% for 2011 and 8.0% for 2012. SoundExchangeappealed the decision of the CRB to the UnitedeSt&bourt of Appeals for the District
of Columbia Circuit.

The revenue subject to the royalty ineldubscription revenue from our U.S. satellitéaliqudio radio subscribers and advertising
revenues from channels, other than those chartmalstake only incidental performances of soundndings. Exclusions from revenue
subject to the statutory license fee include, amuthgr things, revenue from channels, programmirtgpxoducts or other services offered for
a separate charge where such channels make ordgrntal performances of sound recordings; reverara thannels, programming and
products or other services for which the soundnding performances are exempt from any licenseireouent or directly licensed; revenue
from equipment sales; revenue from current andéudiata services (including video services); ietilial property royalties received by us;
credit card, invoice and fulfillment service feasd bad debt expense.
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U.S. Electronics Arbitrationin May 2006, U.S. Electronics Inc., a licensedriisttor and a former licensed manufacturer of SIRIU
radios, commenced an arbitration proceeding agasdy.S. Electronics alleges that we breachedatoniract; failed to pay monies owed
under the contract; tortiously interfered with UEBectronics’ relationships with retailers and miatturers; withheld information relating to
the FCC'’s inquiring into SIRIUS radios that inclueéel modulators; and otherwise acted in bad faitls. Electronics is seeking between
$75 million and $110 million in damages. We beligéivat a substantial portion of these damages areday the limitation of liability
provisions contained in the contract between usla&d Electronics. U.S. Electronics contends, aitidoe permitted to try to prove in the
arbitration, that these provisions do not bar &meges because of, among other reasons, our abbegedith and tortious conduct. We are
vigorously defending this action. A hearing in thibitration is scheduled to commence in March 2008

Other Matters. In the ordinary course of business, we are andiafiet in various lawsuits and arbitration procegsljiincluding actions
filed by former employees, parties to contractkeases and owners of patents, trademarks, copgraghither intellectual property. None of
these actions are, in our opinion, likely to haveaterial adverse effect on our business or firemesults.
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Item 4. Submission of Matters to a Vote of Security Holders

On November 13, 2007, at a special mgetfrstockholders, our stockholders voted to appttwe three proposals described below
relating to our pending merger with XM Radio:

For Against Abstain

An amendment to our certificate of incorporationrcrease the number of authorize
shares of common stock to 4,500,000, 737,519,92 26,975,20 4,257,16.

The issuance of our common stock, par value $0p@dEhare, and our Series A
convertible preferred stock, par value $0.001 pere, a new series of our preferred
stock, pursuant to the Merger Agreement, dated &eloruary 19, 2007, by and
among Sirius Satellite Radio Inc., Vernon Mergerpgooation and XM Satellite
Radio Holdings Inc., as the same may be amendeu tiroe to time 747,910,14 17,229,34 3,612,79

Any motion to adjourn or postpone the special nmegtid a later date or dates, if
necessary, to solicit additional proxies if there iasufficient votes at the time of tt
special meeting 737,013,64 26,186,87. 5,551,76!

PART Il
Item 5. Market For Registrant's Common Equity, Related Sktmlder Matters and Issuer Purchases of Equity Seities

Our common stock is traded on the Nagslatpal Select Market under the symbol “SIRI.” Tloddwing table sets forth the high and
low sales price for our common stock, as reportetlasdaq, for the periods indicated below:

High Low

Year ended December 31, 20C
First Quartel $6.82 $4.3¢€
Second Quarte 5.57 3.6(
Third Quartel 4.7 3.62
Fourth Quarte 4.37 3.5C

Year ended December 31, 20C
First Quarte! $4.2¢ $3.1¢
Second Quarte 3.2t 2.6€
Third Quartel 3.5¢ 2.71
Fourth Quarte 3.94 2.7¢€

On February 27, 2008, the closing sateemf our common stock on the Nasdaq Global $é&lkecket was $2.94 per share. On
February 27, 2008, there were approximately 850m@0ficial holders of our common stock. We haweengaid cash dividends on our
common stock. We currently intend to retain earsjriigany, for use in our business and do not g#te paying any cash dividends in the
foreseeable future.

Item 6. Selected Financial Data

Our selected financial data set fortfobelvith respect to the consolidated statementpefations for the years ended December 31,
2007, 2006 and 2005, and with respect to the calztet balance sheets at December 31, 2007 and &@0@erived from our consolidated
financial statements audited by Ernst & Young Lltfelependent registered public accounting firm,udeld in Item 8 of this Annual Report
on Form 10-K. Our selected financial data set fogtow with respect to the consolidated statemeidgperations for the years ended
December 31, 2004 and 2003, and with respect todhsolidated balance sheets at December 31, 2008,and 2003 are derived from our
consolidated financial statements audited by E&ngbung LLP, which are not included in this AnniRéport. This selected financial data
should be read in conjunction with the Consolid&athncial Statements and related notes theretodad in Item 8 of this Annual Report
and “Management’s Discussion and Analysis of Firer@ondition and Results of Operations.”
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For the Years Ended December 31,
2007 2006 2005 2004 2003
(In thousands, except per share amounts)

Statements of Operations Data

Total revenue $ 922,06t $ 637,23! $ 242,24! $ 66,85¢ $ 12,87:
Loss from operation (513,090 (1,067,72) (829,14 (678,309 (437,53()
Net loss(®) (565,25 (1,104,86) (862,99) (712,163 (226,219
Net loss applicable to common stockholc(®) (565,257 (1,104,86) (862,99) (712,167 (314,42)
Net loss per share applicable to common stockhe

(basic and dilutec $ (0.39) $ (0.79) $ (0.65) $ (0.57) $ (0.3¢)
Weighted average common shares outstanding (k

and diluted 1,462,96 1,402,61! 1,325,73 1,238,58! 827,18t
Balance Sheet Data
Cash and cash equivalel $ 438,82( $ 393,42: $ 762,000 $ 753,89: $ 520,97¢
Marketable securitie 46¢ 15,50( 117,25( 5,271 28,90:
Restricted investmen 53,00( 77,85( 107,61! 97,32: 8,741
Total asset 1,694,14! 1,658,52 2,085,36: 1,957,61. 1,617,31
Long-term debt, net of current portic 1,278,61 1,068,24 1,084,43 656,27 194,80:
Accumulated defici (4,398,97) (3,833,72i) (2,728,85) (1,865,85i) (1,153,69)
Stockholder (deficit) equity(@ (792,73) (389,07)) 324,96¢ 1,000,63: 1,325,19

(1) Netloss and net loss applicable to common stodérslfor the year ended December 31, 2003 inclotfest income of $256,5:
related to our debt restructurir

(2) No cash dividends were declared or paid in anyefperiods presente

Item 7 . Management’s Discussion and Analysis of Financi@bndition and Results of Operations

This Annual Report on Form 10-K contains forwarddmg statements within the meaning of the fedszalrities laws. Actual results
and the timing of events could differ materiallgrir those projected in forward-looking statements wua number of factors, including those
described under “ltem 1A—Risk Factors” and elsevehierthis Annual Report. See “Special Note Regaytiarward-Looking Statements.”

(All dollar amounts referenced in this Item 7 aneliousands, unless otherwise stated)

Executive Summary

Overview:

We are a satellite radio provider in thated States. We currently broadcast over 130 mélarof programming to listeners across the
country. We offer 69 channels of 100% commerciakfmusic and 65 channels of sports, news, talkramment, traffic and weather for a
monthly subscription fee of $12.95.

We broadcast through our proprietarylbeadio system, which currently consists ofeorbiting satellites, 124 terrestrial repeaters
that receive and retransmit our signal, a sateljiienk facility and our studios. Subscribers rgeebur service through SIRIUS radios, which
are sold through our website and by automakerswroger electronics retailers, and mobile audio dsaubscribers can also receive our
music channels and certain other channels ovdnthmet.

Our music channels are available to D§akllite television subscribers and certain ofrausic channels are offered to Sprint
subscribers over multi-media handsets. We alsa witkeo, traffic and weather data services for@asate fee. Subscribers to DISH satellite
television, Sprint and our video, traffic and weatHata services are not included in our subscdbent.
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In 2005, SIRIUS Canada Inc., a Canad@paration owned by us, Canadian Broadcasting Gatjpm and Standard Radio Inc.,
received a license from the Canadian Radio-televiand Telecommunications Commission to offer alks&t radio service in Canada.
SIRIUS Canada offers 110 channels of commeffogad-music and news, sports, talk and entertaingramming, including 11 channels
Canadian content. Subscribers to the SIRIUS Casanléce are not included in our subscriber count.

SIRIUS radios are primarily distributénldugh retailers; automakers, or OEMs; and thraugtwebsite. SIRIUS radios can be
purchased at major retailers, including Best Buyguit City; Costco; Crutchfield; Target; Wal-Madnd on an exclusive basis through
RadioShack. On December 31, 2007, SIRIUS radios weailable at more than 20,000 retail locations.Nave exclusive agreements with
Chrysler, Mercedes-Benz, Ford, Kia, Mitsubishi, BMRbIIs-Royce, Volkswagen and Bentley to offer $JBIradios as factory or dealer-
installed equipment. We also have relationshiph Wityota and Scion to offer SIRIUS radios as deiakgalled equipment, and a relationship
with Subaru to offer SIRIUS radios as factory aedldr-installed equipment. As of December 31, 2@0R]US radios were available as a
factory-installed option in 116 vehicle models asda dealemstalled option in 37 vehicle models. SIRIUS radéwe also offered to renters
Hertz vehicles at airport locations nationwide.

As of December 31, 2007, we had 8,321s8cribers compared with 6,024,555 subscribeo$ Becember 31, 2006. Our subscriber
totals include subscribers under our regular pgigifans; subscribers that have prepaid, includagments received from automakers for
prepaid subscriptions included in the sale or |gaE® of a new vehicle; active SIRIUS radios unoi@r agreement with Hertz; and
subscribers to SIRIUS Internet Radio, our Intesegtice.

Our primary source of revenue is subsioripfees, with most of our customers subscribm@IRIUS on either an annual, semi-annual,
quarterly or monthly basis. We offer discountsgoe-paid and long-term subscriptions as well asatists for multiple subscriptions.
Currently we receive an average of approximatedpteinonths of prepaid revenue per subscriber uptivagion. We also derive revenue
from activation fees, the sale of advertising decenon-music channels and the direct sale of 38Riadios and accessories. We believe our
ability to attract and retain subscribers dependarge part on creating and sustaining distributibannels for SIRIUS radios, the strength of
the SIRIUS brand, and on the quality and entertaimmealue of our programming.

In certain cases, automakers includebaaiption to our radio service in the sale or éepsce of vehicles. The length of these prepaid
subscriptions vary, but is typically six monthsotee year. In many cases, we receive subscriptipmeats from automakers in advance of
activation of our service. We also reimburse vasiautomakers for certain costs associated withl$Rhdios installed in their vehicles.

Costs associated with acquiring substsibes generally incurred and expensed in advaingeguiring a subscriber and are recognized
as subscriber acquisition costs.

Critical Accounting Policies and Estimates

Our consolidated financial statementspaepared in accordance with U.S. generally acde@teounting principles, which require
management to make estimates and assumptiondfietttae reported amounts of assets and liakslgiethe date of the financial statements
and the reported amounts of revenues and expenseg the periods. We have disclosed all significaatounting policies in Note 2 to the
consolidated financial statements included in taport. We have identified the following policieghich were discussed with the audit
committee of our board of directors, as criticabto business and understanding our results ofatipes.

Revenue RecognitiarRevenue from subscribers consists of subscrifties; revenue derived from our agreement with z4exin-
refundable activation fees; and the effects of teha

We recognize subscription fees as owigeis provided to a subscriber. We record deterexenue for prepaid subscription fees and
amortize these prepayments to revenue ratablytbedierm of the respective subscription plan.

At the time of sale, vehicle owners pasihg or leasing a vehicle with a subscriptionuo gervice typically receive between a six
month and one year prepaid subscription. We reqeyenent from automakers for these subscriptioraglirance of our service being
activated. Such prepayments are recorded to ddfezkenue and amortized ratably over the servidegapon activation and sale to a
customer. We also reimburse automakers for cectasts associated with the SIRIUS radio installeth@éapplicable vehicle at the time the
vehicle is manufactured. The associated paymentetautomakers are included in subscriber ac@unsitosts. Although we receive
payments from the automakers, they do not reselservice; rather, automakers facilitate the sélguo service to our customers, acting
similar to an agent. We believe this is the appetprcharacterization of our relationship sinceareresponsible for providing service to our
customers including being obligated to the custoifriere was interruption of service.

Activation fees are recognized ratablgrothe estimated term of a subscriber relationghifrently estimated to be 3.5 years. The
estimated term of a subscriber relationship is hasemarket research and management’s judgmentfaretessary, will be refined in the
future.
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As required by Emerging Issues Task FHEETF”) No. 01-09, “Accounting for Consideratiddiven by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products))”estimate of rebates that are paid to subscribeesorded as a reduction to revenue in the
period the subscriber activates our service. Fdaiterebate promotions, a subscriber must remetimeafor a specified period of time to be
considered eligible. In those instances, such estins recorded as a reduction to revenue ovaethdred activation period. We estimate the
effects of rebates based on actual take-rategbate incentives offered in prior periods, adjusiedeemed necessary based on current take-
rate data available at the time. In subsequenbg@eriestimates are adjusted when necessary. Ramcieistant rebate promotions, we have
recorded the consideration paid by us to the cors@® a reduction to revenue in the period theooust participated in the promotion.

In September 2006, the FASB issued EI'BFM6-01, “Accounting for Consideration Given b$ervice Provider to Manufacturers or
Resellers of Equipment Necessary for an End-CugsttoriReceive Service from the Service Provider.2 ®ITF concluded that if
consideration given by a service provider to adtpiarty manufacturer or reseller that is not theise provider's customer can be linked
contractually to the benefit received by the seroovider’'s customer, a service provider shoutmbant for the consideration in accordance
with EITF No. 01-09, “Accounting for Considerati@iven by a Vendor to a Customer.” EITF No. 06-O&ffective for annual reporting
periods beginning after June 15, 2007. We havetaddplTF No. 06-01 for the year ended Decembe8Qy. The adoption of EITF No. 06-
01 did not have a material impact on our consaidaiesults of operations or financial position.

We recognize revenues from the sale wédiding on some of our non-music channels astivertising is broadcast. Agency fees are
calculated based on a stated percentage applgrdds billing revenue for our advertising inventand are reported as a reduction of
advertising revenue. We pay certain third partiper@entage of advertising revenue. Advertisingnee is recorded gross of such revenue
share payments in accordance with EITF No. 99-R@pbrting Revenue Gross as a Principal versus dNah é\gent,” as we are the primary
obligor in the transaction. Advertising revenuershgayments are recorded to programming and coaigranse during the period in which
the advertising is broadcast.

Equipment revenue from the direct sal8I&RIUS radios and accessories is recognized upipment, net of discounts and rebates.
Shipping and handling costs billed to customers@rerded as revenue. Shipping and handling cestscated with shipping goods to
customers are recorded to cost of equipment.

EITF No. 00-21, “Accounting for Revenue@ngements with Multiple Deliverablegtovides guidance on how and when to recog
revenues for arrangements that may involve theveiglior performance of multiple products, serviaad/or rights to use assets. Revenue
arrangements with multiple deliverables are reglicebe divided into separate units of accountinige deliverables in the arrangement meet
certain criteria. Arrangement consideration musall@cated among the separate units of accountisgdon their relative fair values.

We determined that the sale of our sertticough our direct to consumer channel with aggamging equipment constitutes a revenue
arrangement with multiple deliverables. In thegeetyof arrangements, amounts received for equiparerfecognized as equipment revenue;
amounts received for service are recognized asepben revenue; and amounts received for the mdandable, up-front activation fee that
are not contingent on the delivery of the servieeadlocated to equipment revenue. Activation feresrecorded to equipment revenue only to
the extent that the aggregate equipment and activide proceeds do not exceed the fair value®@gtiuipment. Any activation fees not
allocated to the equipment are deferred upon aaivand recognized as subscriber revenue on iglstiine basis over the estimated term of
a subscriber relationship.

Stock-Based CompensatioEffective January 1, 2006, we adopted the promisiof Statement of Financial Accounting Standard
(“SFAS”) No. 123 (revised 2004), “Share-Based Paytyiaising the modified prospective transition noethOur 2005 consolidated results of
operations and financial position were not restateder this transition method. The stock-based @msation cost recognized beginning
January 1, 2006 includes compensation cost fatatkbased awards granted to employees and members bbard of directors (i) prior ti
but not vested as of, January 1, 2006 based ogr#me date fair value originally estimated in acizorce with the provisions of SFAS No. 1
“Accounting for Stock-Based Compensation,” andgiipsequent to December 31, 2005 based on thedatntair value estimated in
accordance with the provisions of SFAS No. 123Rn@ensation cost under SFAS No. 123R is recogniaitbly using the straight-line
attribution method over the expected vesting peBHAS No. 123R requires forfeitures to be estichate the grant date and revised in
subsequent periods if actual forfeitures diffenfrthose estimates.

Effective January 1, 2006, we accounstarh awards at fair value in accordance with SN&S123R and SEC guidance contained in
Staff Accounting Bulletin (“SAB”) No. 107. The fairalue of equity instruments granted to non-empdsyis measured in accordance with
EITF No. 96-18, “Accounting for Equity Instrumerithat are Issued to Other Than Employees for Acagijror in Conjunction with Selling,
Goods or Services.” The final measurement datejoity instruments with performance criteria is tlege that each performance commitment
for such equity instrument is satisfied or thera sgnificant disincentive for non-performance.

Upon adoption of SFAS No. 123R, we camith to estimate the fair value of stock-based asvasihg the Black-Scholes option
valuation model (“Black-Scholes”). Black-Scholessaeveloped to estimate the fair market valueaafdad options, which have no vesting
restrictions and are fully transferable. Optionuadion models require the input of highly subjeetassumptions. Because our stock-based
awards have characteristics significantly diffeeam those of traded options and because changég i
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subjective assumptions can materially affect tirenfarket value estimate, the existing option viitramodels do not necessarily provide a
reliable single measure of the fair value of oocktbased awards.

Fair value determined using Black-Schetases based on assumptions used for the expkfeteeixpected stock price volatility and
risk-free interest rates. For the year ended Deeei®b, 2005, we used historical volatility of otwek over a period equal to the expected life
of stock-based awards to estimate fair value. Wienaged the fair value of awards granted duringytears ended December 31, 2007 and
2006 using the implied volatility of actively tragieptions on our stock. We believe that impliedatitity is more representative of future
stock price trends than historical volatility. Tévepected life assumption represents the weightedage period stock-based awards are
expected to remain outstanding. These expectedddamptions are established through a reviewstditical exercise behavior of stobkse!
award grants with similar vesting periods. Wherdrical patterns do not exist, contractual ternesused. The risk-free interest rate
represents the daily treasury yield curve ratbareporting date based on the closing marketieidsy on actively traded U.S. treasury
securities in the over-the-counter market for thgeeted term. Our assumptions may change in fyterieds.

Subscriber Acquisition CostSubscriber acquisition costs include hardware sligsspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakérsinclude a SIRIUS radio and a prepaid subscniptd our service in the sale or lease
price of a new vehicle; subsidies paid for chisatd certain other components used in manufagtuaios; device royalties for certain
SIRIUS radios; commissions paid to retailers artdraakers as incentives to purchase, install aridadetSIRIUS radios; price protection
paid to distributors; product warranty obligatiopspvisions for inventory allowance; and compersatiosts associated with stock-based
awards granted in connection with certain distittuagreements. The majority of subscriber acqaisitosts are incurred in advance of
acquiring a subscriber. Subscriber acquisitiondstnot include advertising, loyalty paymentsigiributors and dealers of SIRIUS radios
and revenue share payments to automakers ancerstafl SIRIUS radios. Subscriber acquisition cafte do not include amounts capitalized
in connection with our agreement with Hertz, asretain ownership of certain SIRIUS radios used leyt#

Subsidies paid to radio manufacturersardmakers are expensed upon shipment or ingall@ommissions paid to retailers and
automakers are expensed generally upon activatieale of the SIRIUS radio. Chip sets that areto radio manufacturers and held on
consignment are recorded as inventory and expaasedbscriber acquisition costs when placed inddymtion by radio manufacturers. Cc
for chip sets not held on consignment are expeasenibscriber acquisition costs when the chipasetshipped to radio manufacturers.

Long-Lived AssetsWe carry our long-lived assets at cost less actamd depreciation. In accordance with SFAS Nd, 14
“Accounting for the Impairment or Disposal of Lohgred Assets,” we review our long-lived assetsifopairment whenever events or
changes in circumstances indicate that the cargingunt of an asset is not recoverable. At the Etmenpairment in value of a long-lived
asset is identified, the impairment is measuretti@smount by which the carrying amount of a longe asset exceeds its fair value. To
determine fair value, we employ an expected presane technique, which utilizes multiple cash flegenarios that reflect the range of
possible outcomes and an appropriate discount rate.

In June 2006 we wrote-off $10,917 for tie¢ book value of certain satellite long-lead tipaets purchased in 1999 that we will no
longer need.

Useful Life of Satellite Systen®ur satellite system includes the costs of oteli@ construction, launch vehicles, launch irssure,
capitalized interest, spare satellite, terrestapkater network and satellite uplink facility.decordance with SFAS No. 144, we monitor our
satellites for impairment whenever events or changeircumstances indicate that the carrying amofithe asset is not recoverable. The
expected useful lives of our three in-orbit satedliwere originally 15 years from the date theyengaced into orbit. In June 2006, we
adjusted the useful lives of two of our in-orbitediites to 13 years to reflect the way we inteodperate the constellation. We continue to
expect our spare satellite to operate effectivetylb years from the date of launch.

Our in-orbit satellites have experienceduit failures on their solar arrays. We contiriaenonitor the operating condition of our in-
orbit satellites. If events or circumstances intidhat the useful lives of our in-orbit satellitesve changed, we will modify the depreciable
life accordingly.

FCC License In 1997, the FCC granted us a license to operaemmercial satellite radio service in the Unigdtes. While our FCC
license has a renewable eight-year term, we expeenew our license as there are no legal, repylatontractual, competitive, economic or
other factors that limit its useful life. As a rétswe treat our FCC license as an indefinite-line@ingible asset under the provisions of SFAS
No. 142 *Goodwill and Other Intangible Assets.” We re-eatkithe useful life determination for our FCC lisereach reporting period to
determine whether events and circumstances contiinsigpport an indefinite useful life. To date, ave not recorded any amortization
expense related to our FCC license.

We test our FCC license for impairmeneast annually or more frequently if indicatorsrapairment exist. We used the Greenfield
Method utilizing a discounted cash flow model talenate the fair value of our FCC license. The kesumptions in building the model
included projected revenues and estimated stazbsts, which were based primarily on historicalragiens. If these estimates or projections
change in the future, we may be required to reaortnpairment charge related to this asset.
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Income TaxesWe account for income taxes in accordance withSSRNo. 109, “Accounting for Income Taxes” and FId.NI8,
“Accounting for Uncertainty in Income Taxes.” Dafed income taxes are recognized for the tax coreseps related to temporary
differences between the carrying amount of assetdiabilities for financial reporting purposes ahg& amounts used for tax purposes at each
yea-end, based on enacted tax laws and statutoryatax applicable to the periods in which the diffiees are expected to affect taxable
income. A valuation allowance is established whetessary based on the weight of available evidéhités considered more likely than not
that all or some portion of the deferred tax assdtiot be realized. Income tax expense is thm s current income tax plus the change in
deferred tax assets and liabilities.

Results of Operations

Our discussion of our results of operaicalong with the selected financial informatiorthie tables that follow, includes the following
non-GAAP financial measures: average monthly churn; S#&gCadjusted, per gross subscriber addition; mestgervice and billing expens
as adjusted, per average subscriber per monthage@nonthly revenue per subscriber, or ARPU; feesh dlow; and adjusted loss from
operations. We believe these non-GAAP financialsuess provide meaningful supplemental informategarding our operating
performance and are used for internal managemepbges, and as a means to evaluate period-to-pasiogarisons. Refer to the footnotes
following our discussion of results of operations the definitions and usefulness of such non-GAiABncial measures.

Subscribers and Key Operating Metric

The following table contains a breakdafour subscribers for the past three years:

For the Years Ended December 31

2007 2006 2005

Beginning subscribel 6,024,55! 3,316,56! 1,143,25!
Net additions 2,297,23 2,707,99! 2,173,30:
Ending subscribet 8,321,78! 6,024,55! 3,316,56!

Retail 4,640,70! 4,041,82 2,465,36:

OEM 3,665,63. 1,959,00! 823,69:

Hertz 15,44 23,72( 27,50¢
Ending subscribet 8,321,78! 6,024,55! 3,316,56!
Net additions

Retall 598,88: 1,576,46. 1,554,10

OEM 1,706,62. 1,135,311 620,22-

Hertz (8,276 (3,789 (1,030
Net additions 2,297,23 2,707,99 2,173,30:

SubscribersWe ended 2007 with 8,321,785 subscribers, an isere38% from the 6,024,555 subscribers as of mbee 31, 2006.
Since December 31, 2006, we added 598,883 net rddscfrom our retail channel and 1,706,623 nbesstibers from our OEM channel,
resulting in a 15% and 87% increase in our retadl @EM subscriber base, respectively.

The following table presents our key @pieig metrics for the past three years:

For the Years Ended December 31

2007 2006 2005
Gross subscriber additio 4,183,90: 3,758,16: 2,519,30:
Deactivated subscribe 1,886,67. 1,050,16! 345,99¢
Average monthly churn (2)(¢ 2.2% 1.%% 1.5%
ARPU (2)(6) $  10.4¢ $ 11.01 $ 10.3¢
SAC, as adjusted, per gross subscriber additidé) $ 101 $ 114 $ 13¢
Customer service and billing expenses, as adjuptrdhverage subscriber per month (4)

(6) $ 1.1C $ 1.37 $ 2.2¢
Total revenue $ 922,06t $ 637,23 $ 242,24
Free cash flow (5)(€ $ (218,629 $ (500,71Y) $ (333,92)
Adjusted loss from operations ( $ (327,41 $ (513,140 $ (567,50)
Net loss $ (565,25) $(1,104,86) $ (862,99)
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ARPU. ARPU for the year ended December 31, 2007 wadi8Ifbwn from $11.01 for the year ended DecembeRBQ06. This
decrease in ARPU was driven by an increase in iReofiprepaid subscriptions for vehicles that hae¢ yet been sold to a consumer; a
decline in net advertising revenue per averagecsilies as subscriber growth exceeded the growéidirevenues; offset by the effects of
rebates.

We expect ARPU to fluctuate based orgfoevth of our subscriber base, promotions, rebatfesed to subscribers and corresponding
take-rates, plan mix, subscription prices and dleafification of additional revenue streams frorhssuiibers.

SAC, As Adjusted, Per Gross Subscriber Additi®8AC, as adjusted, per gross subscriber additem$201 and $114 for the years
ended December 31, 2007 and 2006, respectivelydeétie was primarily driven by lower product sysiffset by a higher mix of OEM
gross additions and FM transmitter costs in 2006.

We expect SAC, as adjusted, per grosscsilfer addition to decline as the costs of subsiticomponents of SIRIUS radios decreas
the future. Competitive forces and changes inlegtaromotional strategies, including a changehiarmel mix of gross additions from retai
OEM, may result in increases in SAC, as adjustedgposs subscriber addition.

Customer Service and Billing Expenses, As AdjustedAverage Subscriber Per Montustomer service and billing expenses, as
adjusted, per average subscriber per month decifiggto $1.10 for the year ended December 31, 26@pared with $1.37 for the year
ended December 31, 2006. We expect our costs peciiber to continue to decrease on an annual bagisr subscriber base grows due to
scale efficiencies in call center and other custoraee and billing operations.

Adjusted Loss from Operatiorfsor the years ended December 31, 2007 and 2006teadjloss from operations was $327,410 and
$513,140, respectively, a decrease of $185,730d€hrease was primarily driven by a 45% increadetal revenue of $284,831, which m
than offset the 9% increase in operating expens$89%101.

Net LossFor the years ended December 31, 2007 and 200Bsetvas $565,252 and $1,104,867, respectivelgceease of
$539,615. The decrease was driven by a decreass stock-based compensation expense of $359,0d4@lhas an increase in total revenue
of $284,831, offset by a $99,101 increase in o@rajing expenses to support the growth of our lessin

Year Ended December 31, 2007 Compared with YeardehBecember 31, 2006 and Year Ended December 316 Zbmpared with
Year Ended December 31, 2005

Revenue
Subscriber Revenu8ubscriber revenue includes subscription feesyataiin fees and the effects of rebates.

. 2007 vs 2006For the years ended December 31, 2007 and 200€crsiodr revenue was $854,933 and $575,404, respictan
increase of 49% or $279,529. The increase wabatatdle to the 38% growth of subscribers to owiser

. 2006 vs 2005For the years ended December 31, 2006 and 2008cr$iodr revenue was $575,404 and $223,615, respictan
increase of 157% or $351,789. The increase wabutible to the growth of subscribers to our sexn

The following table contains a breakdafrour subscriber revenue:

For the Years Ended December 31,

2007 2006 2005
Subscription fee $853,83: $572,38t $233,63!
Activation fees 20,87¢ 15,61 6,79(
Effect of rebate: (19,777 (12,599 (16,810
Total subscriber revent $854,93: $575,40¢ $223,61!

Future subscriber revenue will be depahdpon, among other things, the growth of our stiber base, promotions, rebates offered to
subscribers and corresponding take-rates, chuain,mplx, subscription prices and the identificatidradditional revenue streams from
subscribers.

Advertising Revenud@dvertising revenue includes the sale of advergigsin some of our non-music channels, net of agéeey.
Agency fees are based on a stated percentageepadiertising agreements applied to gross billevgnue.
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. 2007 vs 2006For the years ended December 31, 2007 and 2006dwettising revenue was $34,192 and $31,044, casply, ar
increase of $3,148. The increase was primarilybatiable to more attractive programming such as SAB.

. 2006 vs 2005For the years ended December 31, 2006 and 200&dwettising revenue was $31,044 and $6,131, résphc an
increase of $24,913. More attractive programming)ianreased advertiser interest resulted in areas® in spots sol

We expect advertising revenue to growwassubscribers increase, as we continue to impooaed awareness and content, and as we
increase the size and effectiveness of our adirggtiales force.

Equipment RevenuEquipment revenue includes revenue from the dsalet of SIRIUS radios and accessories through elbsite,
net of discounts and rebates.

. 2007 vs 2006For the years ended December 31, 2007 and 200fneent revenue was $29,281 and $26,798, respegtael
increase of $2,483. The increase was the reshigber sales through our direct to consumer distign channel, offset by the
effects of promotional discounts and reba

. 2006 vs 2005For the years ended December 31, 2006 and 200neent revenue was $26,798 and $12,271, respegtael
increase of $14,527. The increase was the reshigbgr sales through our direct to consumer distion channel, offset by the
effects of promotional discount

We expect equipment revenue to increaseeacontinue to introduce new products and pramstand as sales through our direct to
consumer distribution channel grow.

Operating Expenses

Satellite and TransmissioBatellite and transmission expenses consist 0§ @sstociated with the operation and maintenanoarof
satellites; satellite telemetry, tracking and cohslystem; terrestrial repeater network; satelljgénk facility; and broadcast studios.

. 2007 vs 2006For the years ended December 31, 2007 and 20@#ljtsadind transmission expenses were $27,907 4hF $7,
respectively, a decrease of $13,890. Excludingkshased compensation expense of $2,198 and $205@8ef years ended
December 31, 2007 and 2006, respectively, satalfitttransmission expenses decreased $13,520 88/22R to $25,709. This
decrease of $13,520 was a result of sales of nestdeéllite parts and lower maintenance and uiiggense in 2007; and 2006
included an impairment charge associated with res@ellite long-lead time parts we purchasedd@dlthat we no longer need.
As of December 31, 2007 and 2006, we had 124 aridetfestrial repeaters, respectively, in opera

. 2006 vs 2005For the years ended December 31, 2006 and 20@Hjtsaind transmission expenses were $41,797 207 $8,
respectively, an increase of $11,999. Excludinglstiased compensation expense of $2,568 and $figp4% years ended
December 31, 2006 and 2005, respectively, sataltitetransmission expenses increased $11,373 23856 to $39,229. This
increase of $11,373 was primarily attributableridrapairment charge associated with certain sttdting-lead time parts we
purchased in 1999 that we no longer need. As oeBer 31, 2006 and 2005, we had 127 and 140 teatespeaters,
respectively, in operatiol

Future increases in satellite and traesion expenses will primarily be attributable te #uddition of new terrestrial repeaters and
maintenance costs of existing terrestrial repeat®¥esexpect to deploy additional terrestrial repesain 2008. Such expenses may also
increase in future periods if we decide to reirgstatr in-orbit satellite insurance.

Programming and ContenProgramming and content expenses include costjuira, create and produce content and on-airttalen
costs. We have entered into various agreementsthiith parties for music and non-music programmifigese agreements require us to pay
license fees, share advertising revenue, purclthatasing on media properties owned or controligdhe licensor and pay other guaranteed
amounts. Purchased advertising is recorded aga aatl marketing expense in the period the adiweyrtis broadcast.

. 2007 vs 2006For the years ended December 31, 2007 and 2008gononing and content expenses were $236,059 ar@j45P,
respectively, a decrease of $284,365. Excludingksbased compensation expense of $9,643 and $3Rfigi7the years ended
December 31, 2007 and 2006, respectively, progragnaund content expenses increased $27,766 fromGa3®8& $226,416. Th
increase of $27,766 was primarily attributableaient and license fees associated with new progiagagreements, including
NASCAR, and compensation related costs for addittorheadcount. Sto-based compensation expense decreased $312,131
primarily due to expense associated with sharesintommon stock delivered to Howard Stern anchgent in 2006 upon the
satisfaction of performance targe
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2006 vs 2005For the years ended December 31, 2006 and 200§:gononing and content expenses were $520,424 ar@j 884
respectively, an increase of $419,640. Excludinglsbased compensation expense of $321,774 and@®lLfhr the years ended
December 31, 2006 and 2005, respectively, prograg@nd content expenses increased $117,335 frof8 8810 $198,650. Th
increase of $117,335 was primarily attributabl¢éalent and license fees associated with new promiag) broadcast and
webstreaming royalties as a result of the incr@asebscribers; and compensation related costsdditions to headcount. Stock-
based compensation expense increased $302,305ipyrichee to $224,813 associated with 34,375,000eshaf our common sto
delivered to Howard Stern and his agent in JanR@6g. In addition, in 2006 we recorded expenseciessal with common stock
earned upon the satisfaction of performance tafgetshich shares of our common stock were deligénethe first quarter of
2007.

Our programming and content expensesudixg stock-based compensation expense, couldaseras we continue to develop and

enhance our channels. We regularly evaluate pragiagiopportunities and may choose to acquire andldp new content or renew current
programming agreements in the future at higherscost

Future expense associated with stockebasmpensation is contingent upon a variety ofdiagtincluding the number of stock-based

awards granted, the price of our common stock,raptians used in estimating the fair value of stbelsed awards, estimates for forfeitures,
vesting provisions and the timing as to when cenpairformance criteria are met, and could matgridiange.

Revenue Share and RoyaltiBevenue share and royalties include distributicth@mtent provider revenue share, residuals and

broadcast and webstreaming royalties. Residualsarghly fees paid based upon the number of suiEssrusing a SIRIUS radio purchased
from a retailer. Variable advertising revenue shamecorded to revenue share and royalties ip#nied the advertising is broadcast.

2007 vs 2006For the years ended December 31, 2007 and 2008ueshare and royalties were $146,715 and $69,918,
respectively, an increase of $76,797, or 110%. iftkease was primarily attributable to the deteation by the Copyright
Royalty Board of the royalty rate under the statytaense covering the performance of sound reogsd The 2007 royalty rate
6% of gross revenue resulted in royalty expensgppfoximately $48,100, of which approximately $28 9vas recorded in the
fourth quarter. The growth in revenues and incréaslee our OEM subscriber base also contributdtiédncrease in revenue
share and royaltie

2006 vs 2005For the years ended December 31, 2006 and 2005 uewshare and royalties were $69,918 and $32,358,
respectively, an increase of $37,560, or 11.6%s Tdrease was primarily attributable to the groimtbur revenue, increased
broadcast royalties, and an increase in our OEM@iliers.

We expect revenue share to increaseragweenues grow and we expand our distributionIBA3S radios through automakers. In

addition, we expect broadcast and webstreamindtiegawhich are variable in nature, to increaseuwrssubscriber base grows.

Customer Service and Billin@ustomer service and billing expenses include asgsciated with the operation of our customerise

centers and subscriber management system as walbadebt expense.

2007 vs 2006For the years ended December 31, 2007 and 200®neesservice and billing expenses were $93,81 7336462,
respectively, an increase of $17,355. Excludinglsttased compensation expense of $708 and $812 fgetite ended Decemt
31, 2007 and 2006, respectively, customer servidebilling expenses increased $17,459 from $75{65®3,109. This increase
of $17,459 was primarily due to call center op@i@tosts necessary to accommodate our subscriber transaction fees due to
the addition of new subscribers, and an increasadihdebt expense. Customer service and billingresgs, excluding stock-based
compensation expense, increased 23% compared mitftiease in our subscribers of 38% year over.

2006 vs 2005For the years ended December 31, 2006 and 200®neaisservice and billing expenses were $76,462581¢513,
respectively, an increase of $24,949. Excludinglsttased compensation expense of $812 and $549 fgetis ended Decemt
31, 2006 and 2005, respectively, customer sendebilling expenses increased $24,686 from $50t86875,650. This increase
of $24,686 was primarily due to call center opagtosts necessary to accommodate our subscriberdpa transaction fees due
to the addition of new subscribers. Customer seraind billing expenses, excluding stock-based cosgi®n expense, increased
48% compared with an increase in our subscribe82%f year over yea

We expect our customer care and billixgeases, excluding stock-based compensation expeniserease as our subscriber base

grows due to increased call center operating @sidransaction fees necessary to serve a largscrsiber base and bad debt expense.
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Cost of Equipmentost of equipment includes costs for SIRIUS radiod accessories sold through our direct to consdmtibution
channel.

. 2007 vs 2006For the years ended December 31, 2007 and 20060fceguipment was $45,458 and $35,233, respeytiaal
increase of $10,225. The increase was primarifjbatable to higher sales volume; offset by a decln per unit cost:

. 2006 vs 2005For the years ended December 31, 2006 and 20050fceguipment was $35,233 and $11,827, respeytiael
increase of $23,406. The increase was primarifjbatable to higher sales volume and per unit castee continued to introduce
new products through our direct to consumer digtid@m channel

We expect cost of equipment to increagbé future as sales through our direct to consuliséribution channel grow.

Sales and Marketingsales and marketing expenses include costs forting, media and production, including promotibezents
and sponsorships; cooperative marketing; custoatention and compensation. Cooperative marketistsdnclude fixed and variable
payments to reimburse retailers and automakerhéocost of advertising and other product awareaetéities.

. 2007 vs 2006For the years ended December 31, 2007 and 20@&, aatl marketing expenses were $173,572 and $203,68
respectively, a decrease of $30,110. Excludingkshased compensation expense of $15,607 and $1Hb#% years ended
December 31, 2007 and 2006, respectively, salesnamkieting expenses decreased $26,174 from $18t1RE67,965. This
decrease of $26,174 was primarily due to lower sores marketing and advertising and reduced codperatarketing spend wi
our distributors offset by higher compensationteglacosts. Sales and marketing expenses, exclsthiog-based compensation
expense, decreased 14% compared with a 46% indrettal revenue from $637,235 for the year endedember 31, 2006 to
$922,066 for the year ended December 31, 2

. 2006 vs 2005For the years ended December 31, 2006 and 20@s, @atl marketing expenses were $203,682 and $87,67
respectively, an increase of $6,007. Excludinglstugsed compensation expense of $19,543 and $4&)i48 years ended
December 31, 2006 and 2005, respectively, salesnankieting expenses increased $28,613 from $155¢68684,139. This
increase of $28,613 was primarily due to increasexperative marketing and advertising costs andoemsation related costs.
This 18% increase in sales and marketing expergekiding stock-based compensation expense, cohpatte a 163% increase
in total revenue from $242,245 for the year endedeinber 31, 2005 to $637,235 for the year endedier 31, 2006. Stock-
based compensation expense decreased $22,606ifyriduar to the timing of third parties achievinglestones and changes in the
fair market value of such awarc

We expect sales and marketing expengehjding stock-based compensation expense, toaseras we expand our subscriber
retention efforts and continue to build brand awass through national advertising and promotiootvisies.

Future expense associated with stockebesmpensation is contingent upon a variety ofdie;tincluding the number of stock-based
awards granted, the price of our common stock,maptians used in estimating the fair value of stbelked awards, estimates for forfeitures,
vesting provisions and the timing as to when cenpairformance criteria are met, and could matgridibnge.

Subscriber Acquisition CostSubscriber acquisition costs include hardware sligspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakérsinclude a SIRIUS radio and a prepaid subscniptd our service in the sale or lease
price of a new vehicle; subsidies paid for chisatd certain other components used in manufagtuaios; device royalties for certain
SIRIUS radios; commissions paid to retailers artdrmakers as incentives to purchase, install aridadetSIRIUS radios; product warranty
obligations; provisions for inventory allowancedasompensation costs associated with stock-basardawranted in connection with certain
distribution agreements. The majority of subscréeguisition costs are incurred and expensed iarazb/of acquiring a subscriber.
Subscriber acquisition costs do not include adsiei loyalty payments to distributors and deatérSIRIUS radios and revenue share
payments to automakers and retailers of SIRIUSg@ubscriber acquisition costs also do not ireltiounts capitalized in connection v
our agreement with Hertz, as we retain ownershigeaiain SIRIUS radios used by Hertz.

. 2007 vs 2006For the years ended December 31, 2007 and 200§ r#odr acquisition costs were $407,642 and $4%1,61
respectively, a decrease of 10% or $43,972. Excludiock-based compensation expense of $2,8433i83B for the years
ended December 31, 2007 and 2006, respectivelgcablr acquisition costs decreased $14,917, frdb®F16 to $404,799. This
decrease was primarily attributable to lower chipsdsidies and commission costs offset by higheki®ardware subsidies.
Stockbased compensation expense decreased $29,055ilyriduzr to the timing of third parties achievinglestones and chang
in the fair market value of such awar
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. 2006 vs 2005For the years ended December 31, 2006 and 2008 r#odr acquisition costs were $451,614 and $399,35
respectively, an increase of 13% or $52,264. Exolydtock-based compensation expense of $31,8984md@09 for the years
ended December 31, 2006 and 2005, respectivelgcablr acquisition costs increased 20%, or $70,08 $349,641 to
$419,716. This increase was primarily attributablencreased OEM hardware subsidies due to higleetygtion volume and cos
related to FM transmitter compliance with FCC ruleféset by decreased aftermarket hardware sulssédieve continued to redu
manufacturing and chip set costs. Stock-based cosapien expense decreased $17,811 primarily dtietbming of third parties
achieving milestones and changes in the fair mar&iete of such award

We expect total subscriber acquisitiostspexcluding stock-based compensation expense, tonsistent with 2007 in 2008 as
increases in our gross subscriber additions asebffy continuing declines in the costs of subsidizomponents of SIRIUS radios. We int
to continue to offer subsidies, commissions anerithcentives to acquire subscribers.

Future expense associated with stockebesmpensation is contingent upon a variety ofdie;tincluding the number of stock-based
awards granted, the price of our common stock,maptians used in estimating the fair value of stbelsed awards, estimates for forfeitures,
vesting provisions and the timing as to when cenpairformance criteria are met, and could matgridiange.

General and Administrativéseneral and administrative expenses include rethbanoupancy, finance, legal, human resources,
information technology and investor relations costs

. 2007 vs 2006For the years ended December 31, 2007 and 200&rajeand administrative expenses were $155,86%428,953
respectively, an increase of $25,910. Excludinglstzased compensation expense of $44,317 and 8f®Bthe years ended
December 31, 2007 and 2006, respectively, genachhdministrative expenses increased $31,521 fi@0r0R5 to $111,546. This
increase of $31,521 was primarily a result of Idgak associated with increased litigation, inclgdhe CRB proceeding, and
employmer-related costs to support the growth of our busir

. 2006 vs 2005For the years ended December 31, 2006 and 2008rajexnd administrative expenses were $129,953%88244,
respectively, an increase of $46,709. Excludinglstzased compensation expense of $49,928 and $R#f7the years ended
December 31, 2006 and 2005, respectively, genathhdministrative expenses increased $24,505 fisBbR0 to $80,025. This
increase of $24,505 was primarily a result of ldgak and employment-related costs. Stoaked compensation expense incre
$22,204 primarily as a result of the adoption oASHNo. 123R, offset by a decrease in expense &riceed stock units that
vested in the first quarter of 20(

We expect our general and administragxgenses, excluding stock-based compensation expenisicrease in future periods as a
result of higher personnel, information technologyd facilities costs to support the growth of business

Future expense associated with stockebasmpensation is contingent upon a variety ofdiagtincluding the number of stock-based
awards granted, the price of our common stock,raptians used in estimating the fair value of stbelsed awards, estimates for forfeitures,
vesting provisions and the timing as to when cenpairformance criteria are met, and could matgridiange.

Engineering, Design and Developmelnhgineering, design and development expenses iedasits to develop our future generatio
chip sets and new products and costs associatedheitincorporation of SIRIUS radios into vehiceanufactured by automakers.

. 2007 vs 2006For the years ended December 31, 2007 and 200®eamong, design and development expenses wer843 And
$70,127, respectively, a decrease of $28,784. Bxujustock-based compensation expense of $3,584Hh895 for the years
ended December 31, 2007 and 2006, respectivelynesring, design and development expenses decr&ade@i73 from $58,732
to $37,759. This decrease of $20,973 was primattlybutable to reduced OEM tooling and manufaagiapgrades associated
with the factory installation of SIRIUS radios idditional vehicle models offset by higher employitnestated costs. Stock-based
compensation expense decreased $7,811 primarilyodingd parties achieving certain production miitenes

. 2006 vs 2005For the years ended December 31, 2006 and 200Besmning, design and development expenses werd&7@nd
$66,281, respectively, an increase of $3,846. Ehtustock-based compensation expense of $11,3982h536 for the years
ended December 31, 2006 and 2005, respectivelynesrgng, design and development expenses incréds@87 from $44,745
to $58,732. This increase of $13,987 was primaxitsibutable to OEM tooling and manufacturing umtgs and receiver
integration for factory installations of SIRIUS rasl, development costs associated with the marnudagtof SIRIUS radios and
additional personnel-related costs to support reseand development efforts. Stock-based compeamsatipense decreased
$10,141 primarily due to third parties achievingta® production milestone
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We expect engineering, design and deveton expenses, excluding stock-based compensag@amse, to remain relatively constant.
Other Income (Expense)

Interest and Investment Incontieterest and investment income includes realizedsgand losses, dividends and interest income,
including amortization of the premium and discoarising at purchase.

. 2007 vs 2006For the years ended December 31, 2007 and 20@6esttand investment income was $20,570 and $33,320
respectively, a decrease of $12,750. The decreasgrimarily attributable to a lower annual averegsh balance in 2007 than
2006 and higher interest rates in 2006 as a refolir investments in auction rate securit

. 2006 vs 2005For the years ended December 31, 2006 and 20@sesttand investment income was $33,320 and $26,878
respectively, an increase of $6,442. The increaseattributable to a combination of higher ovardbrest rates and our decision
to invest in financial instruments bearing highgerest rates

Interest Expensédnterest expense includes interest on outstandihg, dffset by interest capitalized in connectiathwhe constructio
of our fifth and sixth satellites and a launch édhi

. 2007 vs 2006For the years ended December 31, 2007 and 20@8estitexpense was $70,328 and $64,032, respectarely
increase of $6,296. The increase was primarilyéisealt of the interest expense associated witmewrterm loan, offset by
interest capitalized in 2007 associated with s&atbnstruction and a related launch vehi

. 2006 vs 2005For the years ended December 31, 2006 and 20@5estitexpense was $64,032 and $45,361, respectarely
increase of $18,671. The increase was primarilyekalt of a full year of interest expense for 8af % Senior Notes due 2013
issued in August 2005, offset by a decrease imasteexpense both as a result of the 2005 redemptiour 15% Senior Secured
Discount Notes due 2007 and our'14% Senior Secured Notes due 2009 and $4,205 ofstteapitalized for the construction
and launch of our fifth satellit

Loss from Redemption of DebBor the year ended December 31, 2005, a loss federmption of debt of $6,214 was recognized in
connection with the redemption of our 15% Seniaruged Discount Notes due 2007 and out /1226 Senior Secured Notes due 2009,
including a redemption premium of $5,502 and thieeaoff of unamortized debt issuance costs of $712.

Equity in Net Loss of Affiliaté&Equity in net loss of affiliate includes our shafeSIRIUS Canada&' net loss. We recorded $0 and $4,
for the years ended December 31, 2007 and 20Qfecteely, for our share of SIRIUS Canada’s nesl&e recorded $4,445 and $6,938 for
the years ended December 31, 2006 and 2005, rasgector our share of SIRIUS Canada’s net loss.

As of December 31, 2007, our investmer8lRIUS Canada was $0 as we have fully recogrozedhare of SIRIUS Canada’s net loss
to the extent we have funded it. We do not expeoetognize future net losses unless we commitdeigee additional funding.

Income Taxes

Income Tax Expenskcome tax expense represents the recognitiordeferred tax liability related to the differenceaiccounting for
our FCC license, which is amortized over 15 yearsdx purposes but not amortized for book purpas@scordance with U.S. generally
accepted accounting principles.

. 2007 vs 2006We recorded income tax expense of $2,435 and $2¢06be years ended December 31, 2007 and 2006,
respectively

. 2006 vs 2005We recorded income tax expense of $2,065 and $2@8 ke years ended December 31, 2006 and 2005,
respectively
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Footnotes to Results of Operations

(1) Average monthly churn represents the number oftileded subscribers divided by average quarterssribers

(2) ARPU is derived from total earned subscrifeenue and net advertising revenue divided byl#ily weighted average number of
subscribers for the period. ARPU is calculatedofisws:

For the Years Ended December 31

2007 2006 2005
Subscriber revent $ 854,93 $ 575,40« $ 223,61
Net advertising revent 34,19: 31,04« 6,131
Total subscriber and net advertising reve $ 889,12! $ 606,44 $ 229,74t
Daily weighted average number of subscrit 7,082,92 4,591,69 1,851,14
ARPU $ 10.4¢ $ 11.07 $ 10.3¢

(3) SAC, as adjusted, per gross subscriber addisi derived from subscriber acquisition costs)uding stock-based compensation, and
margins from the direct sale of SIRIUS radios aockasories divided by the number of gross subgcaithditions for the period. SAC,
as adjusted, per gross subscriber addition is lzatmlias follows

For the Years Ended December 31

2007 2006 2005
Subscriber acquisition co $ 407,64. $ 451,61« $ 399,35(
Less: stoc-based compensatic (2,849 (31,899 (49,709
Add: margin from direct sale of SIRIUS radios ardessorie: 16,171 8,43¢ (444
SAC, as adjuste $ 420,97 $ 428,15: $ 349,19
Gross subscriber additio 4,183,90. 3,758,16: 2,519,30:
SAC, as adjusted, per gross subscriber adc $ 101 $ 114 $ 13¢

(4) Customer service and bhilling expenses, assteljl, per average subscriber per month is deffeet total customer service and billing
expenses, excluding stock-based compensation edivigt the daily weighted average number of subsifor the period. Customer
service and billing expenses, as adjusted, peageesubscriber per month is calculated as follt

For the Years Ended December 31

2007 2006 2005
Customer service and billing expen: $ 93,81 $ 76,46: $ 51,51¢
Less: stoc-based compensatic (708) (812) (549)
Customer service and billing expenses, as adjt $ 93,10¢ $ 75,65( $ 50,96¢
Daily weighted average number of subscrit 7,082,92 4,591,69: 1,851,14
Customer service and billing expenses, as adjuptrdhverage subscriber per mo $ 1.1C $ 1.37 $ 2.2¢

(5) Free cash flow is derived from cash flow usedperating activities, capital expenditures, geerelated costs and restricted and other
investment activity. Free cash flow is calculatedalows:

For the Years Ended December 31

2007 2006 2005
Net cash used in operating activit $(148,76¢) $(421,707) $(269,999)
Additions to property and equipme (65,264) (92,679 (49,889
Merger related cos (29,44¢) — —
Restricted and other investment acti\ 24,85( 13,66 (14,040
Free cash flov $(218,62/) $(500,71Y $(333,92)

(6) Average monthly churn; ARPU; SAC, as adjuspast gross subscriber addition; customer senncketélling expenses, as adjusted, per
average subscriber per month; and free cash flemmatr measures of financial performance under ge8erally accepted accounting
principles (“GAAP”). We believe these non-GAAP firdal measures provide meaningful supplementatinébion regarding our
operating performance and are used by us for badgahd planning purposes; as a means to evaladtegoperiod comparisons; al
to compare our performance to that of our compmstitd/e also believe that investors also use ouentiand projected metrics to
monitor the performance of our business and makesiment decision:

We believe the exclusion of stock-based comgu@ms expense in our calculations of SAC, as adjligter gross subscriber addition and
customer service and billing expenses, as adjuptdaverage subscriber is useful given the sicanifi variation in expense that can
result from changes in the fair mar!



36




Table of Contents

value of our common stock, the effect of whighinrelated to the operational conditions thaegise to variations in the components of
our subscriber acquisition costs and customeraeamd billing expenses. Specifically, the exclngibstock-based compensation
expense in our calculation of SAC, as adjustedgpess subscriber addition is critical in beingeata understand the economic impact
of the direct costs incurred to acquire a subscinel the effect over time as economies of scaleeachec

These non-GAAP financial measures are usedditian to and in conjunction with results presehire accordance with GAAP. These
non-GAAP financial measures may be susceptiblatging calculations; may not be comparable to osiveilarly titted measures of
other companies; and should not be consideredlatisn, as a substitute for, or superior to measuwoif financial performance prepared
in accordance with GAAF

(7) We refer to net loss before taxes; otherimedexpense)—including interest and investmentriresdnterest expense, loss from
redemption of debt and equity in net loss of &fféi depreciation; impairment charges; and stodeth@ompensation expense as
adjusted loss from operations. Adjusted loss frgmrations is not a measure of financial performamaer GAAP. We believe adjust
loss from operations is a useful measure of ouratjppegy performance. We use adjusted loss from tipasafor budgetary and planning
purposes; to assess the relative profitability @madjoing performance of our consolidated operatiimsompare our performance from
period to period; and to compare our performandbdabof our competitors. We also believe adjusted from operations is useful to
investors to compare our operating performanchd@erformance of other communications, entertaimiraed media companies. We
believe that investors use current and projectubtet] loss from operations to estimate our curoeipirospective enterprise value and
make investment decisior

Because we fund and build-out our satellitéaragistem through the periodic raising and expemdiof large amounts of capital, our
results of operations reflect significant chargasifiterest and depreciation expense. We beliejtestedl loss from operations provides
useful information about the operating performaofceur business apart from the costs associatddowit capital structure and physi
plant. The exclusion of interest and depreciatixease is useful given fluctuations in interestsadnd significant variation in
depreciation expense that can result from the atremohtiming of capital expenditures and potentalations in estimated useful lives,
all of which can vary widely across different inthiess or among companies within the same induSttg.believe the exclusion of taxes
is appropriate for comparability purposes as tikeptasitions of companies can vary because of thifering abilities to take advantage
of tax benefits and because of the tax policiethefvarious jurisdictions in which they operate. 8l&o believe the exclusion of stock-
based compensation expense is useful given thdieagr variation in expense that can result frdmarges in the fair market value of
our common stock. Finally, we believe that the esidn of our equity in net loss of affiliate (SIRBUanada Inc.) is useful to assess the
performance of our core consolidated operatioriércontinental United States. To compensate e#tlusion of taxes, other income
(expense), depreciation, impairment charges aruk-based compensation expense, we separately measlibaidget for these iten

There are material limitations associated withube of adjusted loss from operations in evaluatingcompany compared with net lo
which reflects overall financial performance, irdihg the effects of taxes, other income (experdggreciation, impairment charges
stock-based compensation expense. We use adjosteftdm operations to supplement GAAP resultsdeide a more complete
understanding of the factors and trends affectiegousiness than GAAP results alone. Investorsalsit to compare and evaluate our
operating results after giving effect for thesetspshould refer to net loss as disclosed in onselidated statements of operations. £
adjusted loss from operations is a non-GAAP finahntieasure, our calculation of adjusted loss frp@rations may be susceptible to
varying calculations; may not be comparable to iosimailarly titted measures of other companies; ghduld not be considered in
isolation, as a substitute for, or superior to mieas of financial performance prepared in accordavith GAAP.

Adjusted loss from operations is calculated aofed:

For the Years Ended December 31

2007 2006 2005
Net loss $(565,257) $(1,104,86) $(862,99)
Impairment — 10,917 —
Depreciatior 106,78 105,74¢ 98,55¢
Stocl-based compensatic 78,90( 437,91¢ 163,07¢
Other expens 49,72% 35,07¢ 31,54¢
Income tax expens 2,43% 2,06t 2,311
Adjusted loss from operatiol $(327,410) $ (513,140 $(567,50)
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Liquidity and Capital Resources

Cash Flows for the Year Ended December 31, 2007 @arad with Year Ended December 31, 2006 and for Ylear Ended December 31,
2006 Compared with Year Ended December 31, 2005

As of December 31, 2007 and 2006, we$%88,820 and $393,421, respectively, in cash asld equivalents.

For the Years Ended December 31, Variances

2007 2006 2005 2007 vs 200 2006 vs 200
Net cash used in operating activit $(148,76() $(421,70) $(269,99) $ 272,93t $ (151,709
Net cash (used in) provided by investing activi (54,18¢) 27,32¢ (175,82) (81,519 203,15(
Net cash provided by financing activiti 248,35:; 25,78’ 453,93: 222,56 (428,144
Net increase (decrease) in cash and cash equis 45,39¢ (368,58¢) 8,11¢ 413,98! (376,709
Cash and cash equivalents at beginning of p¢ 393,42: 762,00 753,89 (368,58¢) 8,11¢
Cash and cash equivalents at end of pe $ 438,82( $ 393,42: $ 762,00° $ 45,39¢ $(368,58)

Net Cash Used in Operating Activities.

. 2007 vs 2006 Net cash used in operating activities decrea&@ $36 to $148,766 for the year ended Decembe2(®X7 from
$421,702 for the year ended December 31, 2006. Sexfease in the net outflows of cash was attridete the improvement in
adjusted net loss of $185,730; higher purchasewahtory in 2006 and timing of programming andribsttion arrangements in
2006.

. 2006 vs 2005Net cash used in operating activities increased FIB to $421,702 for the year ended December@16 from
$269,994 for the year ended December 31, 2005. Baokase in the net outflows of cash was attriletéo payments for
increased operating expenses to support the grofwdhr subscriber base from 3,316,560 subscribtePeaeember 31, 2005 to
6,024,555 subscribers at December 31, 2006; hjglvehases of inventory to support production ofI8fRradios and higher
sales volumes through our direct to consumer Bigion channel; and prepayments for new programmantydistribution
arrangements entered into in 2006; offset by areage in cash collected for subscribers electimgi@rand other prepaid
subscription programs compared with the prior y

Net Cash (Used in) Provided by Investing Activities

. 2007 vs 2006Net cash used in investing activities was $54, 86aHe year ended December 31, 2007 compared witbash
provided by investing activities of $27,329 for fyear ended December 31, 2006. The $81,515 dedreaash provided was
primarily a result of sales of auction rate se@sitn 2006; $29,444 of merger related costs imzlim 2007; offset by a decreas
capital expenditures in 2007 of $27,410 associaiédour satellite construction and launch vehi

. 2006 vs 2005Net cash provided by investing activities was $29,8r the year ended December 31, 2006 comparinet cas|
used in investing activities of $175,821 for theryended December 31, 2005. The $203,150 increas@rimarily a result of
sales of auction rate securities in 2006, offsesbyncrease in capital expenditures from $49,88&He year ended December 31,
2005 to $92,674 for the year ended December 316 pfitharily as a result of costs associated withgatellite construction and
launch vehicle

We will incur significant capital expendlies to construct and launch our fifth and sidtelites and to improve our terrestrial repeater

network and broadcast and administrative infrastinec These capital expenditures will support aemgh and the resiliency of our
operations.

Net Cash Provided by Financing Activities

. 2007 vs 2006Net cash provided by financing activities increa$2é2,564 to $248,351 for the year ended Decemhe2(®7
from $25,787 for the year ended December 31, 2006.increase was a result of additional proceegtspfrelated costs and
principal repayments, from the new term loan emtén in June 2007

. 2006 vs 2005Net cash provided by financing activities decree®428,144 to $25,787 for the year ended Decembe2(®16 fror
$453,931 for the year ended December 31, 2005d€beease was primarily a result of the offerin®0,000 in aggregate
principal amount of our 5/ % Senior Notes due 2013 in August 2005 resultingeinproceeds to us of $493,0

Financings and Capital Requirements

We have historically financed our operations thiotlte sale of debt and equity securit
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Future Liquidity and Capital Resource Requirements

In 2004, we issued $300 million in aggegprincipal amount of our'Z % Convertible Notes due 2009. These notes are ctiloleg
at the option of the holders, into shares of oummwmn stock at a conversion rate of 226.7574 stafresmmon stock for each $1,000.00
principal amount, or $4.41 per share of commonkstdhese notes mature in February 2009. If our comstock does not trade above $4.41
per share prior to the maturity of theses notesribt likely that the holders will convert themiqgerto maturity, and we will have to refinance
these notes when they mature in February 2009.

Based upon our current plans, we belteaeour cash, cash equivalents and marketablgiseswvill be sufficient to cover our
estimated funding needs through cash flow breaketerpoint at which our revenues are sufficierfuttd expected operating expenses,
capital expenditures, merger related costs, workagjtal requirements, interest payments and taesfirst quarter of positive free cash
flow was reached in the fourth quarter of 2006, aedachieved positive free cash flow for the sedaalfiof 2007. Our financial projections
are based on assumptions, which we believe aremabke but contain significant uncertainties.

We regularly evaluate our plans and syt These evaluations often result in changesit@lans and strategy, some of which may be
material and significantly change our cash requinets or cause us to achieve cash flow breakevatesér date. These changes in our plans
or strategy may include: the acquisition of unigaeompelling programming; the introduction of nfmatures or services; significant new or
enhanced distribution arrangements; investmernitgriastructure, such as satellites, equipment diorapectrum; and acquisitions of third
parties that own programming, distribution, infrasture, assets, or any combination of the foregoin

In June 2007, we amended and restate@@dit Agreement with Space Systems/Loral (therdlL&redit Agreement”). Under the
Loral Credit Agreement, Space Systems/Loral hasexbto make loans to us in an aggregate principalat of up to $100,000 to finance
purchase of our fifth and sixth satellites. Loaredmunder the Credit Agreement will be securedsyrights under the Satellite Purchase
Agreement with Space Systems/Loral, including dgints to our new satellites. The loans are alsitletito the benefits of a subsidiary
guarantee from Satellite CD Radio, Inc., our subsydthat holds our FCC license, and any futureemialt subsidiary that may be formed by
us. The maturity date of the loans is the eart@siccur of (i) June 10, 2010, (ii) 90 days after sixth satellite becomes available for
shipment and (iii) 30 days prior to the schedubatchth of the sixth satellite. Any loans made urider_oral Credit Agreement generally will
bear interest at a variable rate equal to threetmbiBOR plus 4.75%. The daily unused balance bedesest at a rate per annum equal to
0.50%, payable quarterly on the last day of eacilcMalune, September and December. The Loral Chgditement permits us to prepay all
or a portion of the loans outstanding without pgnale have no current plans to draw under thigl€igreement.

In June 2007, we also entered into a Téradit Agreement with a syndicate of financiatitgions. The Term Credit Agreement
provides for a term loan of $250,000, which hasd@awn. Interest under the Term Credit Agreemgbiised, at our option, on (i) adjusted
LIBOR plus 2.25% or (i) the higher of (a) the pamate and (b) the Federal Funds Effective Rate pi2 of 1.00%, plus 1.25%. LIBOR
borrowings may be made for interest periods, atoption, of one, two, three or six months (or,gfeed by all of the lenders, nine or twelve
months). The loan amortizes in equal quarterlyaiireents of 0.25% of the initial aggregate printigaount for the first four and a half ye:
with the balance of the loan thereafter being @ pafour equal quarterly installments. The loartun@s on December 20, 2012. The loan is
guaranteed by our wholly owned subsidiaries, SaallD Radio, Inc. and Sirius Asset Management CamgLLC (the “Guarantors”). The
Term Credit Agreement is secured by a lien on suitistly all of our and the Guarantors’ assetsluding our satellites and the shares of the
Guarantors. The Term Credit Agreement containsoouaty affirmative covenants and event of defaumions. The negative covenants
contained in the Term Credit Agreement are subistgnsimilar to those contained in the indentuoyerning our @/ 8% Senior Notes due
2013.

To fund incremental cash requirementgsomarket opportunities arise, we may chooseisge eadditional funds through the sale of
additional debt securities, equity securities oombination of debt and equity securities. The irence of indebtedness would result in
increased fiscal obligations and could contairnrieste covenants. The sale of additional equitg@nvertible debt securities may result in
dilution to our stockholders. These additional sesrof funds may not be available or, if availablay not be available on terms favorable to
us.

2003 Long-Term Stock Incentive Plan

In January 2003, our board of directatsped the Sirius Satellite Radio 2003 Long-Terwcktincentive Plan (the “2003 Plan”), and
on March 4, 2003 our stockholders approved thia.pgim May 25, 2004, our stockholders approved aanament to the 2003 Plan to inclt
members of our board of directors as eligible pgréints. Employees, consultants and members di@and of directors are eligible to rece
awards under the 2003 Plan. The 2003 Plan prov¥atdale grant of stock options, restricted sto@stricted stock units and other stock-based
awards that the compensation committee of our bobdirectors may deem appropriate.

Vesting and other terms of stock-basedrdware set forth in the agreements with the iddals receiving the awards. Stock-based
awards granted under the 2003 Plan are generdljgauto a vesting requirement that includes onallasf the following: (1) over time,
generally three to five years from the date of gré2) on a specific date in future periods witlteleration
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to earlier periods if performance criteria aresatd; or (3) as certain performance targets stiteatime of grant are achieved. Stock-based
awards generally expire ten years from date oftgEsach restricted stock unit entitles the holdereiceive one share of our common stock
upon vesting.

As of December 31, 2007, approximately283,000 stock options, shares of restricted stmekrestricted stock units were outstand
As of December 31, 2007, approximately 58,810,0G0es of our common stock were available for guaater the 2003 Plan. During the
year ended December 31, 2007, employees exerci8Bf,232 stock options at exercise prices rangiog f52.79 to $4.16 per sha
resulting in proceeds to us of $3,532. The exemigke remaining outstanding, vested options coeddilt in an inflow of cash in future
periods.

Contractual Cash Commitments

We have entered into various contrads ¢bntain significant cash obligations. These adsiyations could vary in future periods if '
change our business plan or strategy, which cawdidide significant additions to our programmindrastructure or distribution. The
following table summarizes our expected contraotagh commitments as of December 31, 2007:

2008 2009 2010 2011 2012 Thereafter Total
Debt obligations $ 35,80: $304,24. $ 2,50( $232,50( $239,37" $500,00( $1,314,41.
Cash interest paymer 82,33 77,87 73,43¢ 72,96 58,52¢ 49,19 414,32:
Lease obligation 12,26 12,577 12,18¢ 11,40 11,30z 22,13 81,86!
Satellite and transmissic 159,82: 64,31: 28,77t 7,45¢ 7,67¢ 41,04¢ 309,09
Programming and conte 150,22- 168,19° 160,39! 42,07 19,42 9,66 549,97¢
Marketing and distributiol 69,77( 22,90: 26,15: 18,17: 5,50( — 142,49¢
Chip set development and

production 3,681 — — — — — 3,681
Other 12,62¢ 65C 2 — — — 13,28:

Total contractual cash

commitments $526,52: $650,75: $303,45( $384,56¢ $341,80:- $622,04: $2,829,13

Debt Obligations Debt obligations include principal payments on outstanding debt. The amounts presented asswuhththdebt
will not be converted to common stock since coneerss outside of our control.

Cash Interest PaymentSash interest payments include interest due omuotstanding debt through maturity.
Lease ObligationsWe have entered into operating leases relatedrtstadios, office space, terrestrial repeaterseandpment.

Satellite and TransmissiodVe have entered into agreements with third pattiegperate and maintain our off-site satellitertedéry,
tracking and control facilities and certain compuseof our terrestrial repeater network. We hage ahtered into an agreement with Space
Systems/Loral to design and construct our fifth samxth satellites. Construction of the fifth sateliis expected to be completed in the second
quarter of 2009. We plan to launch our fifth sé@ielbn a Proton rocket under a contract we exedat@@06 with International Launch
Services. We expect to launch our sixth sateltitthe fourth quarter of 2010. In January 2008, ntered into an agreement with Internatic
Launch Services to secure two additional satdfiseches on Proton rockets. We plan to use onleesktrockets to launch our sixth satellite.
This agreement provides us the flexibility to ddéamch dates if we choose. We also have the abilitancel the second of these launches
upon payment of a cancellation fee.

Programming and Conten#Ve have entered into agreements with licensorsagframming and other content providers and, inagert
instances, are obligated to pay license fees.

Marketing and DistributionWe have entered into various marketing, sponsoshipdistribution agreements to promote our bramt
are obligated to make payments to sponsors, retpdetomakers and radio manufacturers under tigreements. In addition, certain
programming and content agreements require usrthpse advertising on properties owned or conttddethe licensors. We also reimburse
automakers for certain engineering and developmests associated with the incorporation of SIRIE@as into vehicles they manufacture.

Chip Set Development and Productide have entered into agreements with third pattieevelop, produce and supply chip sets; to
develop products; and in certain instances to fieantellectual property related to chip sets.

Other.We have entered into various agreements with fharties for general operating purposes and to geobilling and subscriber
management services. Amounts associated with tiggeements are included in the commitments table.

In addition to the contractual cash cotmments described above, we have entered into agrasmwith automakers, radio manufactu
and others that include per-radio, per-subscrip@rshow and other variable cost arrangements.e€Mugsgre costs are dependent upon many
factors including our subscriber growth and aréidift to anticipate; however, these costs mayllestantial. We may enter into additional
programming, distribution, marketing and other agnents that contain similar provisions.
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Under the terms of a joint development agragmgth XM Radio, each party is obligated to funeedhalf of the development cost for a
unified standard for satellite radios. The coslateg to the joint development agreement are bexpgnsed as incurred to engineering, design
and development expense in the accompanying cdasedtl statements of operations. We are currentiplarto determine the expenditures
necessary to complete this process, but we doxpaiceé that these expenditures will be material.

We are required under the terms of certaie@gents to provide letters of credit and depositigmin escrow, which place restrictions on
our cash and cash equivalents. As of December(/, 2nd 2006, $53,000 and $77,850, respectivelse wlassified as restricted investme
as a result of our reimbursement obligations utitkese letters of credit and escrow deposits.

As of December 31, 2007, we have not enteredany off-balance sheet arrangements or tramsecti

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS N@, ‘Fair Value Measurements,” which defines failuea establishes a framework for
measuring fair value and expands the related disoborequirements. SFAS No. 157 is effective fecdl years beginning after November 15,
2007 and for interim periods within those years. &k currently evaluating the impact of the adaptibany, that SFAS No. 157 will have
our consolidated results of operations and findmpmaition.

In February 2007, the FASB issued SFAS No, 158e Fair Value Option for Financial Assets andancial Liabilities,” which permits
entities to choose to measure many financial insénts and certain other items at fair value. Theatlve of SFAS No. 159 is to provide
entities a method to mitigate volatility in repodiearnings caused by measuring related asset&hitities differently without having to
apply complex hedge accounting provisions. SFAS1$8.is effective for annual reporting periods begig after November 15, 2007. We
are currently evaluating the effects that SFAS Ng® will have on our consolidated results of ogeres and financial position.

In November 2007, the FASB issued SFAS NoRl4Business Combinations,” which continues to iegjthat all business combinations
be accounted for by applying the acquisition mettértier the acquisition method, the acquirer recagnand measure the identifiable assets
acquired, the liabilities assumed, and any contihgensideration and contractual contingencies, &bole, at their face value as of the
acquisition date. Under SFAS No. 141R, all trarisaatosts are expenses as incurred. SFAS No. 1dddihds EITF 93-07, “Uncertainties
Related to Income Taxes in a Purchase Business i@atidn.” Under EITF 93-07, the effect of any sulpsent adjustments to uncertain tax
positions were generally applied to goodwill, exdep post-acquisition interest on uncertain taavyigsions, which was recognized as an
adjustment to income tax expense. Under SFAS NbR14ll subsequent adjustments to these uncegripdsitions that otherwise would
have impacted goodwill will be recognized in thedme statement. The guidance in SFAS No. 141Roeithpplied prospectively to business
combinations for which the acquisition date is omfber the beginning of the first annual reportpegiod beginning after December 15, 2008.

In November 2007, the FASB issued SFAS No, 186counting and Reporting of Noncontrolling Ingst” (“SFAS No. 160"). SFAS
No. 160 requires that a noncontrolling intereseyausly referred to as a minority interest) beasafely reported in the equity section of
consolidated entity’s balance sheet. SFAS No. 1§ established accounting and reporting standard¢i) ownership interest in
subsidiaries held by parties other than the pat@nthe amount of consolidated net income attidiale to the parent and to the noncontrolling
interest, (iii) changes in a parent’s ownershigiest and (iv) the valuation of retained noncofitrglequity investments when a subsidiary is
deconsolidated. SFAS No. 160 is effective begindiawguary 1, 2009. We are currently evaluating rigeict that the adoption of SFAS No.
160 will have on our consolidated results of ogerat and financial position.

In June 2007, the FASB issued EITF No. 07A1R0unting for Nonrefundable Advance Payments foo@ or Services to Be Used in
Future Research and Development Activities, whtakes that nonrefundable advance payments fordfutgearch and development activi
should be deferred and capitalized and that suaduata should be recognized as an expense as tde goodelivered or the related services
are performed. If an entity does not expect thedgdo be delivered or services to be rendered;dp#alized advance payment should be
charged to expense. EITF No. 07-03 is effectivalierfirst annual or interim reporting period bedirg after December 15, 2007. We are
currently evaluating the impact that the adoptibEITF 07-03 will have on our consolidated reswt®perations and financial position.

Item 7A. Quantitative and Qualitative Disclosure About MarkRisks

As of December 31, 2007, we did not have amydtive financial instruments and we do not ickém use derivatives. We do not hold or
issue any free-standing derivatives. We hold inmesits in marketable securities, which consist atédhStates government notes and
certificates of deposit. We classify our marketadgeurities as available-feale. These securities are consistent with thestnvent objective
contained within our investment policy. The badigeatives of our investment policy are the preséoweof capital, maintaining sufficient
liquidity to meet operating requirements and maxzing yield.

Our debt includes fixed interest rates anddivemarket value of the debt is sensitive to demin interest rates. Under our current poli
we do not use interest rate derivative instrumentaanage our exposure to interest rate fluctuation

Item 8. Financial Statements and Supplementary Data
See Index to Consolidated Financial Statemeortgained in Item 15 herein.

Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure

None.
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Item 9A. Controls and Procedures
Controls and Procedures

As of December 31, 2007, an evaluation watopeed under the supervision and with the partidipeof our management, including Mel
Karmazin, our Chief Executive Officer, and David=dear, our Executive Vice President and Chief i Officer, of the effectiveness of
the design and operation of our disclosure containts procedures. Based on that evaluation, our geanent, including our Chief Executive
Officer and our Chief Financial Officer, concludit our disclosure controls and procedures wdeetdfe as of December 31, 2007. There
has been no change in our internal control overfimal reporting that has materially affected,sorgasonably likely to materially affect, our
internal control over financial reporting duringethuarter ended December 31, 2007.

Managemer's Report on Internal Control over Financial Repog

Our management is responsible for establishimymaintaining adequate internal control ovearitial reporting as defined in Rule 13a-15
(f) under the Exchange Act. We have performed atuaion under the supervision and with the pgoéiton of our management, including
our Chief Executive Officer and our Chief Finandifficer, of the effectiveness of our internal aohbver financial reporting. Our
management used the framework in Internal Contrigrated Framework issued by the Committee of Smimg Organizations to perform
this evaluation. Based on that evaluation, our gament, including our Chief Executive Officer anki€? Financial Officer, concluded that
our internal control over financial reporting wdteetive as of December 31, 2007.

Ernst & Young, LLP, our independent registepedlic accounting firm, who audited the consokhfinancial statements included in this
Annual Report on Form 10-K, has issued an attestatport on the effectiveness of our internal mardver financial reporting as of
December 31, 2007, a copy of which is includedia Annual Report on Form 10-K.

Item 9B. Other Information
None.
PART llI

Item 10. Directors, Executive Officers and Corporate Goventce

Information required by this item for execuatiofficers is set forth under the heading “Execut®fficers of the Registrant” in Part |,
Item 1, of this report.

Item 11. Executive Compensation

The information required by this item is ind&d in our definitive proxy statement for our 2@0thual meeting of stockholders scheduled
to be held on Tuesday, May 20, 2008, and is inaated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners ainagement and Related Stockholder Matters

The information required by this item is ind&d in our definitive proxy statement for our 2@0thual meeting of stockholders scheduled
to be held on Tuesday, May 20, 2008, and is inaaited herein by reference.
Item 13. Certain Relationships and Related Transactions, abitector Independence

The information required by this item is ind&d in our definitive proxy statement for our 2@0thual meeting of stockholders scheduled
to be held on Tuesday, May 20, 2008, and is inaaited herein by reference.
Item 14. Principal Accountant Fees and Services

The information required by this item is indéd in our definitive proxy statement for our 2@0thual meeting of stockholders scheduled
to be held on Tuesday, May 20, 2008, and is inaaited herein by reference.

We have scheduled our 2008 annual meetintpokisolders for Tuesday, May 20, 2008. In the eveat our pending merger with XM
Radio is not consummated in the coming weeks, wedeaide to reschedule our annual meeting of staldehns to later this year to allow
stockholders to vote on our new board of directlorshe event we reschedule our annual meetingyilidile an amendment to this Annual
Report on Form 10-K to include the information riegd by Items 10, 11, 12, 13 and 14 of Part litho$ report.

PART IV

Item 15. Exhibits, Financial Statement Schedules
(8) Financial Statements, Financial Statement Scheduleé£xhibits
(1) Financial Statemen
See Index to Consolidated Financial Statementsaafeon page -1.
(2) Financial Statement Schedu
See Index to Consolidated Financial Statementsaafmeon page -1.
(3) Exhibits
Eee Efgigt Index appearing on pages E-1 tirdz+3 for a list of exhibits filed or incorporatbyg reference as part of this Annual Report
on Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, #gistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized on this 28th day of February 2008.

SIRIUS SATELLITE RADIO | NC .

By: /sl DAvID J. FREAR
David J. Frear
Executive Vice President anc
Chief Financial Officer
(Principal Financial Officer)

Pursuant to the requirements of the Secuiitiehange Act of 1934, this report has been sidnadolv by the following persons on behalf
of the registrant and in the capacities and ord#ies indicated.

Signature Title Date
/sl JosePHP. CLAYTON Chairman of the Board of February 28, 2008
(Joseph P. Clayton) Directors and Director
/sl MEL K ARMAZIN Chief Executive Officer and Director February 28, 2008
(Mel Karmazin) (Principal Executive Officer)
/s DavID J. FREAR Executive Vice President and Chief Financial February 28, 2008
(David J. Frear) Officer (Principal Financial Officer)
/s/ A DRIENNE E. CALDERONE Senior Vice President and February 28, 2008
(Adrienne E. Calderone) Corporate Controller

(Principal Accounting Officer

/sl LeoNn D. B LAck Director February 28, 2008
(Leon D. Black)

/sl L AWRENCE F. GILBERTI Director February 28, 2008
(Lawrence F. Gilberti)

/sl JAMES P. HOLDEN Director February 28, 2008
(James P. Holden)

/sl W ARREN N. L IEBERFARB Director February 28, 2008
(Warren N. Lieberfarb)

/sl MIcHAEL J. McGUINESS Director February 28, 2008
(Michael J. McGuiness)

/sl JaMES F. M OONEY Director February 28, 2008
(James F. Mooney)
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Stockholders of Siriage8lite Radio Inc. and Subsidiaries:

We have audited the accompanying consolidad¢ahce sheets of Sirius Satellite Radio Inc. @mldisidiaries as of December 31, 2007
2006, and the related consolidated statementsaratipns, stockholders’ equity, and cash flowsefach of the three years in the period ended
December 31, 2007. Our audits also included thenfifal statement schedule listed in the Indexea [15(a). These financial statements and
schedule are the responsibility of the Company’'sagament. Our responsibility is to express an opiin these financial statements and
schedule based on our audits.

We conducted our audits in accordance wighstandards of the Public Company Accounting Ogbatdoard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on glasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the financial statements nefd to above present fairly, in all material repethe consolidated financial position of Sirius
Satellite Radio Inc. and Subsidiaries at Decemtef807 and 2006, and the consolidated resultsedf dbperations and their cash flows for
each of the three years in the period ended DeceBih007, in conformity with U.S. generally actsbaccounting principles. Also, in our
opinion, the related financial statement schedulen considered in relation to the basic finansiatements taken as a whole, presents fairly,
in all material respects, the information set fdtrein.

As discussed in Notes 2 and 11 to the cors@difinancial statements, Sirius Satellite Rad® hdopted Statement of Financial
Accounting Standard No. 123 (revised 2004), “Stzased Payment”, effective January 1, 2006.

We also have audited, in accordance withstandards of the Public Company Accounting Ovetdsgitard (United States), Sirius Satel
Radio Inc.’s internal control over financial repong as of December 31, 2007, based on criteridbksied in Internal Control-Integrated
Framework issued by the Committee of Sponsoringa@mations of the Treadway Commission and our tegetied February 29, 2008
expressed an unqualified opinion thereon.

/sl Ernst & Young, LLP

New York, NY
February 29, 2008
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders of Siriage8ite Radio Inc.:

We have audited Sirius Satellite Radio Inmtsrnal control over financial reporting as ofd@enber 31, 2007, based on criteria
established in Internal Control-Integrated Framdwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission (the
COSO criteria). Sirius Satellite Radio Inc.’s masagnt is responsible for maintaining effective ingd control over financial reporting, and
for its assessment of the effectiveness of intezoatrol over financial reporting included in thecampanying Item 9A. Our responsibility is
to express an opinion on the company’s internatrobover financial reporting based on our audit.

We conducted our audit in accordance withsthaedards of the Public Company Accounting Ovétdipard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financiaporting is a process designed to provide reaserasiurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttlegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenfiizd statements.

Because of its inherent limitations, interoahtrol over financial reporting may not preventietect misstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, Sirius Satellite Radio Incaimtained, in all material respects, effective ing control over financial reporting as of
December 31, 2007, based on the COSO criteria.

We also have audited, in accordance wittstandards of the Public Company Accounting Ovetdiglard (United States), the
consolidated balance sheets of Sirius Satellitdédad. as of December 31, 2007 and 2006, andela¢ed consolidated statements of
operations, stockholdersguity, and cash flows for each of the three yeatise period ended December 31, 2007 of SiriuslatRadio Inc
and our report dated February 29, 2008 expressed@umlified opinion thereon.

/sl Ernst & Young, LLP

New York, NY
February 29, 2008
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue

Subscriber revenue, including effects of reb

Advertising revenue, net of agency ft

Equipment revenue, net of discounts and rek

Other revenu
Total revenue

Operating expenses (excludes depreciation shovaratety below) (1)

Cost of services
Satellite and transmissic
Programming and conte
Revenue share and royalt
Customer service and billir
Cost of equipmer
Sales and marketir
Subscriber acquisition cos
General and administratiy
Engineering, design and developm
Depreciatior
Total operating expens
Loss from operation
Other expense
Interest and investment incor
Interest expense, net of amounts capital
Loss from redemption of de
Equity in net loss of affiliat
Other income
Total other expens
Loss before income taxi
Income tax expens
Net loss

Net loss per share (basic and dilut

Weighted average common shares outstanding (badidited)

(In Thousands, except per share amount)

For the Years Ended December 31,

(1) Amounts related to sto-based compensation included in operating expenses as follows

Satellite and transmissic
Programming and conte
Customer service and billir

Sales and marketir

Subscriber acquisition cos

General and administrati
Engineering, design and developm

Total stocl-based compensatic

2007 2006 2005
$ 854,93 $ 57540 $ 223,61
34,19: 31,04 6,131
29,28: 26,79¢ 12,27:
3,66( 3,98¢ 22¢
922,06t 637,23 242,24
27,907 41,79; 29,79¢
236,05 520,42 100,78«
146,71 69,91¢ 32,35¢
93,81 76,46 51,51
45,45¢ 35,23: 11,82;
173,57: 203,68: 197,67
407,64: 451,61 399,35(
155,86: 129,95: 83,24«
41,34: 70,127 66,28"
106,78( 105,74¢ 98,55¢
1,435,15 1,704,95 1,071,38!
(513,091) (1,067,72) (829,141
20,57 33,32 26,87¢
(70,32%) (64,03%) (45,367)
— — (6,212)
— (4,445 (6,93¢)
31 79 89
(49,72)) (35,079) (31,546
(562,81) (1,102,80) (860,68f)
(2,435 (2,065) (2,311)
$ (565,25)  $(1,104,86)  $ (862,99)
$ (039 $ (079 $ (069
1,462,96 1,402,61 1,325,73
$ 2,19¢ $ 2,56¢ $ 1,94
9,64: 321,77 19,46¢
70¢ 812 54¢
15,60° 19,54: 42,14¢
2,84% 31,89¢ 49,70¢
44,31 49,92¢ 27,72
3,58¢ 11,39¢ 21,53¢
$78,90( $437,91 $163,07¢

See Notes to Consolidated Financial Statements
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In Thousands, except share amounts)

ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, net of allowance for doub#fttounts of $4,608 and $5,011 at December 31,
and December 31, 2006, respectiv
Receivables from distributo
Inventory, ne
Prepaid expenst
Restricted investmen
Other current asse
Total current asse
Property and equipment, r
FCC license
Restricted investments, net of current por
Deferred financing fee
Other lon¢-term asset
Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued expel
Accrued interes
Deferred revenu
Current maturities of lor-term debt
Total current liabilities
Long-term debi
Deferred revenue, net of current port
Other lon¢-term liabilities
Total liabilities
Commitments and contingencies (Note
Stockholder' equity:
Common stock, $0.001 par value: 2,500,000,000 stearthorized, 1,471,143,570 and 1,434,635,5(
shares issued and outstanding at December 31,8&@DDecember 31, 2006, respectiv
Additional paic-in capital
Accumulated defici
Total stockholder (deficit) equity
Total liabilities and stockholde’ equity

See Notes to Consolidated Financial Statements
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As of December 31,

2007 2006
$ 438,820 $ 393,42
46¢ 15,50(
44,06¢ 24,18¢
60,00+ 46,82
29,53’ 34,50:
31,39: 52,58¢
35,00( 25,00
39,56’ 25,24
678,85 617,26t
806,26 810,38
83,65¢ 83,65¢
18,00( 52,85(
13,86¢ 13,16¢
93,51 81,20:
$1,694,14  $ 1,658,52
$ 464,94 $ 437,91
24,77: 24,78:
548,33 412,37(
35,80: —
1,073,84! 875,06
1,278,61 1,068,24!
110,52 76,58(
23,89¢ 27,708
2,486,88 2,047 59!
1,471 1,43¢
3,604,76. 3,443,21.
(4,398,97)  (3,833,72)
(792,73) (389,07)
$1,694,14  $ 1,658,52
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Balances, December 31, 20

Net loss

Change in unrealized gain or
availablefor-sale securitie

Total comprehensive incon

Issuance of common stock tc
employees and employee
benefit plans

Issuance of common stock to
third parties

Compensation in connection
with the issuance of stock-
based award

Issuance of sto-based awarc

Cancellation of stock-based
awards

Amortization of deferred
compensatiol

Exercise of options, $5.00 to
$7.98 per shar

Exchange of 3/ 2%
Convertible Notes due 20(
including accrued intere

Exercise of warrants, $0.92 ¢
$2.39 per shar

Balances, December 31, 20(

Net loss

Issuance of common stock to
employees and employee
benefit plans

Issuance of common stock tc
third parties

Compensation in connection
with the issuance of stock-
based award

Reversal of deferred
compensation related to tt
adoption of Statement of
Financial Accounting
Standards (“SFAS”)
No. 123R

Exercise of options, $3.52 to
$6.81 per shar

Exercise of warrants, $2.39 |
share

Exchange of 3/ 2%
Convertible Notes due 20(
including accrued intere

Balances, December 31, 20(

SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY
(In Thousands, except per share amounts)

Accumulated

Additional
Common Stock Paid-In Deferred Comprehensive Accumulated

Shares Amount Capital Compensatior Deficit Total
1,276,922,63 $1,277 $2,916,190 $ (50,967 (24)  $(1,865,85) $ 1,000,63:
— — — — — (862,99) (862,99)
— — — — 24 — 24
__(862.97)
2,773,77 3 3,36¢ — — — 3,36¢
38,58( — 48C — — — 48C
— — 109,11. — — — 109,11:
— — 18,30( (18,300) — — —
— — (1,339 1,33¢ — — —
_ — — 41,23 — — 41,23
14,460,73 14 18,801 — — — 18,81
10,548,54 11 14,28: — — — 14,29¢
41,482,57 41 (41) = = = =
1,346,226,85 $1,34¢ $3,079,16! $ (26,69 —  $(2,728,85) $ 324,96!
— — — — — (1,104,86)  (1,104,86)
20063,32, 20 22,25 — — — 22,27:
34,467,86 35 22491 — — — 224,95
— — 100,92: — — — 100,92¢
— — (26,69/) 26,69: — — —
19,284,49 19 26,66( — — — 26,67¢
2,862,53: 3 (3) — — — —
11,730,43 12 15,98¢ — — — 16,00!
1,434,63550 $1,43t $3,44321. $ — — $(3,833,72) $ (389,07)

See Notes to Consolidated Financial Statements
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDER'’S EQUITY — ( Continued)

(In Thousands, except share and per share amounts)

Additional
Common Stock Paid-In Accumulated
Shares Amount Capital Deficit Total

Net loss — $ — $ — $ (565,25) $(565,25Y)
Issuance of common stock to employees and employee

benefit plan: 4,279,09 4 19,24 — 19,24¢
Issuance of common stock to third par 22,058,822 22 82,91¢ — 82,94
Compensation in connection with the issuance afksto

based award — — 52,68 — 52,68
Exercise of options, $2.79 to $4.16 per st 2,859,23 3 3,562¢ — 3,532
Exercise of warrants, $1.04 to $2.39 per sl 4,988,72 5 (5) — —
Exchange of 3/2% Convertible Notes due 2008,

including accrued intere 2,321,738 2 3,18( — 3,182
Exchange of 2/ 2% Convertible Notes due 2009,

including accrued intere 45% — 2 — 2
Balances, December 31, 20( 1,471,143,57 $1,471 $3,604,76: $(4,398,97) $(792,73)

See Notes to Consolidated Financial Statements
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Cash flows from operating activities:
Net loss

SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)

Adjustments to reconcile net loss to net cash usegerating activities

Depreciatior

Non-cash interest expen
Provision for doubtful accoun
Non-cash equity in loss of affilia

Non-cash loss from redemption of de

(Gain)/Loss on disposal of ass
Impairment los:

Stocl-based compensatic
Deferred income taxe

Changes in operating assets and liabilit

Marketable securitie
Accounts receivabl
Inventory

Receivables from distributo

Prepaid expenses and other current a:

Other lon¢-term asset

Accounts payable and accrued expel

Accrued interes
Deferred revenu
Other lon¢-term liabilities

Net cash used in operating activit

Cash flows from investing activities:
Additions to property and equipme
Sales of property and equipme
Merger related cos
Purchases of restricted and other i
Release of restricted investme

nvestm

Purchases of availal-for-sale securitie

Sales of availab-for-sale securitie

Net cash (used in)/provided by investing activi

Cash flows from financing activities:
Redemption of dek

Long-term borrowings, net of related co

Repayment of lor-term borrowings

Proceeds from exercise of stock opti

Other

Net cash provided by financing activiti

Net increase/(decrease) in cash and cash equis.
Cash and cash equivalents at the beginning ofg

Cash and cash equivalents at the end of pi

For the Years Ended December 31,

2007 2006 2005
$(565,25)  $(1,104,86)  $(862,99)
106,78( 105,74¢ 98,55¢
4,26¢ 3,107 3,16¢
9,00z 9,37( 4,311
— 4,44t 6,93¢
— — 712
(428) 1,661 1,02¢
— 10,91" —
78,90 437,91 163,07¢
2,43¢ 2,06¢ 2,311
— — 16
(28,887) (1,871) (28,44()
4,96¢ (20,24¢) (6,329)
(13,179 (20,31%) (17,26%)
11,45¢ (42,367 (11,869
12,10¢ (19,337) 6,47¢
66,16¢ 26,36¢ 145,05;
(8,920) 1,23¢ 17,81:
169,90: 181,00: 210,94°
1,901 3,45: (3,505)
(148,76¢) (421,70 (269,99
(65,262) (92,679 (49,88%)
641 127 72
(29,442 — —
(310) (12,339 (25,037)
25,16( 26,00 10,99°
— (123,500 (148,900
15,03: 229,71 36,93t
(54,186) 27,32 (175,82)
— — (57,609)
244,87 — 493,00
(625) — —
4,097 25,78’ 18,54:
— — )
248,35: 25,78 453,93:
45,39¢ (368,58() 8,11¢
393,42 762,00° 753,89
$ 438,82 $ 393,42 $ 762,00°

See Notes to Consolidated Financial Statements.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)
(In Thousands)

For the Years Ended December 31,

2007 2006 2005
Supplemental Disclosure of Cash and Non-Cash Rhdaration Interest, net of
amounts capitalize $66,26¢ $ 59,92¢ $24,38"
Income taxe: 162 58: 15€
Norn-cash operating activitie
Common stock issued in satisfaction of accrued eoregtior 7,94¢ 7,245 4,82¢
Non-cash investing and financing activiti¢
Release of restriction on marketable secur — 4,75( —
Common stock issued in exchange éf 3% Convertible Notes due 2008,
including accrued intere 3,182 16,00: 14,29:
Common stock issued in exchange éf 2% Convertible Notes due 2009,
including accrued intere 2 — —
Common stock issued to third part 82,94 224,95; —

See Notes to Consolidated Financial Statements.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands, unless otherwise stedl)

1. Business

We are a satellite radio provider in the Uthi&ates. We offer over 130 channels to our subsisi—69 channels of 100% commerdiale
music and 65 channels of sports, news, talk, exitentent, traffic, video and weather. The core afenterprise is programming; we are
committed to offering the best audio entertainment.

Our primary source of revenue is subscripfams, with most of our customers subscribing tolS8Ron an annual, semi-annual, quarterly
or monthly basis. As of December 31, 2007, we h&288785 subscribers. In addition, we derive reedinom activation fees, the sale of
advertising on our non-music channels, and thetigale of SIRIUS radios and accessories.

Most of our subscribers receive our serviceugh SIRIUS radios, which are sold through our siteband by automakers, consumer
electronics retailers and mobile audio dealers!|$8Radios for the car, truck, home, RV and boatarailable in approximately 20,000 retail
locations, including Best Buy, Circuit City, Costd@rutchfield, Sam’s Club, Target and Wal-Mart dnbugh RadioShack on an exclusive
basis.

As of December 31, 2007, SIRIUS radios weialakle as a factory and dealer-installed optiohli6 vehicle models and as a dealer only-
installed option in 37 vehicle models. We have agrents with Chrysler, Mercedes-Benz, Ford, MitshibBMW, Volkswagen, Kia, Bentley
and Rolls-Royce to offer SIRIUS radios as factargealer-installed equipment in their vehicles. &l have relationships with Toyota and
Scion to offer SIRIUS radios as dealer installedigepent, and a relationship with Subaru to offdRIBIS radios as factory and dealer-
installed equipment. SIRIUS radios are also offéceenters of Hertz vehicles at airport locatioationwide.

We offer our programming over multiple platfas in addition to our satellite and terrestrialeaier network. SIRIUS Internet Radio,
which we refer to as SIR, is an Internet-only vemsdf our service. SIR delivers a simulcast of nthen 80 channels of our talk,
entertainment, sports and music programming. Owierthannels are also available to certain DISKllattelevision subscribers, and a
select number of our music channels are availabdettain subscribers to the Nationwide Sprint R@8vork.

We also offer certain ancillary services. 002, we introduced SIRIUS Backseat TV, a televiservice offering content designed
primarily for children from Nickelodeon, Disney Ghreel and Cartoon Network in the backseat of vekidlhrysler offered SIRIUS Backseat
TV exclusively in select 2008 model-year vehicM& also offer a service that provides graphic imfation as to road closings, traffic flow
and incident data to consumers with in-vehicle gatidbn systems, and a marine weather service thaides a range of information,
including sea surface temperatures, wave heiglt®atended forecasts, to recreational boaters008 2we intend to launch SIRIUS Travel
Link, a suite of data services that includes reméttraffic, tabular and graphical weather, fuétes, sports schedules and scores, and movie
listings. SIRIUS Travel Link is expected to be stard equipment on Ford’s next-generation navigagistem, and is anticipated to be
offered on select Ford, Lincoln and Mercury velsdle 2008.

In 2005, SIRIUS Canada Inc., a Canadian catpmr owned by us, Canadian Broadcasting Corparatial Standard Radio Inc., launched
service in Canada. SIRIUS Canada currently offéfschannels of commercial-free music and newstspiak and entertainment
programming, including 11 channels of Canadian@uintAs of October 11, 2007, SIRIUS Canada had 5081000 subscribers.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial stat@shof Sirius Satellite Radio Inc. and its sulzsigis have been prepared in accordance
with U.S. generally accepted accounting principhdsintercompany transactions and accounts haes lsdiminated in consolidation.

Use of Estimates

The preparation of financial statements infeanity with U.S. generally accepted accountingipiples requires management to make
estimates and assumptions that affect the amoeptsted and related disclosures. Estimates, by tlagire, are based on judgment and
available information. Actual results could diffeom those estimates.

Significant estimates inherent in the preparapf the accompanying consolidated financialestagnts include allowances for doubtful
accounts; depreciable lives of our assets; valnatfamur FCC license; useful lives of our satedljtealuation allowance against deferred tax
assets; stock-based compensation; rebates; cettagcriber acquisition costs, including productramty obligations; and impairments.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stedl)

Revenue Recognition

Revenue from subscribers consists of subsenifiees; revenue derived from our agreement wiht24 nonrefundable activation fees; a
the effects of rebates.

We recognize subscription fees as our sefsipeovided to a subscriber. We record deferredmae for prepaid subscription fees and
amortize these prepayments to revenue ratablytbedgierm of the respective subscription plan. Attime of sale, vehicle owners purchasing
or leasing a vehicle with a subscription to ouwesr typically receive between a six month and pe&r prepaid subscription. We receive
payment from automakers for these subscriptiormslirance of our service being activated. Such prepays are recorded to deferred reve
and amortized ratably over the service period wgiivation and sale to a customer. We also reingbauwsomakers for certain costs associ
with the SIRIUS radio installed in the applicabkhicle at the time the vehicle is manufactured. 3$sociated payments to the automakers
are included in subscriber acquisition costs. Altffowe receive payments from the automakers, thayotiresell our service; rather,
automakers facilitate the sale of our service toomstomers, acting similar to an agent. We belthigis the appropriate characterization of
our relationship since we are responsible for mhmg service to our customers including being alikgl to the customer if there was
interruption of service.

Activation fees are recognized ratably overdktimated term of a subscriber relationship,enily estimated to be 3.5 years. The
estimated term of a subscriber relationship is hasemarket research and management’s judgmentfaratessary, will be refined in the
future.

As required by Emerging Issues Task ForceTFE) No. 01-09, “Accounting for Consideration Givey a Vendor to a Customer
(Including a Reseller of the Vendor’s Products)”estimate of rebates that are paid by us to sillessris recorded as a reduction to revenue
in the period the subscriber activates our sernkoe.certain rebate promotions, a subscriber naretim active for a specified period of time
to be considered eligible. In those instances, sstimate is recorded as a reduction to revenuetbeeequired activation period. We
estimate the effects of mail in rebates based trahtake-rates for rebate incentives offered inrmperiods, adjusted as deemed necessary
based on current take-rate data available atie fin subsequent periods, estimates are adjusted mecessary. For instant rebate
promotions, we have recorded the consideration foeilde consumer as a reduction to revenue in¢hieghthe customer participated in the
promotion.

In September 2006, the FASB issued EITF NeODG'Accounting for Consideration Given by a See/Provider to Manufacturers or
Resellers of Equipment Necessary for an End-CugtboriReceive Service from the Service Provider.2 ®ITF concluded that if
consideration given by a service provider to adtmiarty manufacturer or a reseller that is notsice provider’s customer can be linked
contractually to the benefit received by the seryoovider's customer, a service provider shoulmbant for the consideration in accordance
with EITF No. 01-09, “Accounting for Considerati@iven by a Vendor to a Customer.” EITF No. 06-Ogffective for annual reporting
periods beginning after June 15, 2007. We havetaddpl TF No. 06-01 for the year ended DecembefB@y. The adoption of EITF No. 06-
01 did not have a material impact on our consatidaiesults of operations or financial position.

We recognize revenues from the sale of adirgion some of our non-music channels as the asiveris broadcast. Agency fees are
calculated based on a stated percentage applgrdds billing revenue for our advertising inventand are reported as a reduction of
advertising revenue. We pay certain third partipsrentage of advertising revenue. Advertisingnexe is recorded gross of such revenue
share payments in accordance with EITF No. 99-R@pbrting Revenue Gross as a Principal versus dNab &gent,” as we are the primary
obligor in the transaction. Advertising revenuerstgayments are recorded to revenue share andiesyaliring the period in which the
advertising is broadcast.

Equipment revenue from the direct sale of BiRfadios and accessories is recognized upon shipmet of discounts and rebates.
Shipping and handling costs billed to customers@arerded as revenue. Shipping and handling cestcated with shipping goods to
customers are recorded to cost of equipment.

EITF No. 00-21, “Accounting for Revenue Arrangents with Multiple Deliverables,” provides guidaron how and when to recognize
revenues for arrangements that may involve theeiglior performance of multiple products, serviaad/or rights to use assets. Revenue
arrangements with multiple deliverables are reqlicebe divided into separate units of accountirige deliverables in the arrangement meet
certain criteria. Arrangement consideration musalbecated among the separate units of accountisgdon their relative fair values.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stedl)

We determined that the sale of our serviceubh our direct to consumer channel with accompangguipment constitutes a revenue
arrangement with multiple deliverables. In thegeeyof arrangements, amounts received for equiparerrtecognized as equipment revenue;
amounts received for service are recognized asepben revenue; and amounts received for the mdandable, up-front activation fee that
are not contingent on the delivery of the servieeadlocated to equipment revenue. Activation feresrecorded to equipment revenue only to
the extent that the aggregate equipment and activige proceeds do not exceed the fair value®etuipment. Any activation fees not
allocated to the equipment are deferred upon aaiivand recognized as subscriber revenue on iglstiine basis over the estimated term of
a subscriber relationship.

Stock-Based Compensation

Effective January 1, 2006, we adopted theipions of SFAS No. 123 (revised 2004), “Share-Bd2agment” (“SFAS No. 123R"), using
the modified prospective transition method. Our®266nsolidated results of operations and finarmaition were not restated under this
transition method. The stock-based compensationreosgnized beginning January 1, 2006 includesparsation cost for all stock-based
awards granted to employees and members of oud lodairectors (i) prior to, but not vested asJahuary 1, 2006 based on the grant date
fair value originally estimated in accordance vifie provisions of SFAS No. 123, “Accounting for &eBased Compensation,” and
(i) subsequent to December 31, 2005 based onrtrd date fair value estimated in accordance \highprrovisions of SFAS No. 123R.

Compensation cost under SFAS No. 123R is mized ratably using the straight-line attributioethrod over the expected vesting period.

SFAS No. 123R requires forfeitures to be eatéd on the grant date and revised in subsequéantpéf actual forfeitures differ from
those estimates. Prior to the adoption of SFASI28R we accounted for forfeitures as they occurffed.pro forma disclosure purposes in
accordance with SFAS No. 123, we estimated fonfeguAs of January 1, 2006, the cumulative efféetdmpting the estimated forfeiture
method was not significant.

In 2005, we used the intrinsic value methoth&asure the compensation cost of stock-based ayeaadted to employees and members of
our board of directors in accordance with Accoupfirinciples Board Opinion (“APB”) No. 25, “Accoung for Stock Issued to Employees.”
Accordingly, we recorded compensation expensettmksbhased awards granted to employees and membeuvs board of directors over the
vesting period equal to the excess of the markee mf the underlying common stock at the daterahgover the exercise price of the stock-
based award. The intrinsic value of restrictedlstagts as of the date of grant was amortized measge over the vesting period.

The following table reflects net loss and less per share had stock-based compensation t@gess and members of our board of
directors been recorded based on the fair valubgdainder SFAS No. 123 for the period ended Dece®ibe?005:

Net loss— as reportel $(862,99)
Stocl-based compensation to employees and members bbawl of director: 47,91
Stocl-based compensation to employees and members bbaw of director— pro forma (94,677
Net loss— pro forma $(909,759
Net loss per shari

Basic and dilute— as reportet $ (0.69
Basic and dilute— pro forma $ (0.69
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Pursuant to SFAS 123R, we recognized $61,805350,392 of compensation cost for stock-basedds\granted to employees and
members of our board of directors for the yearedribecember 31, 2007 and 2006, respectively. Tdngpared to $47,915 of compensation
cost for stocksased awards granted to employees and members bbard of directors recognized pursuant to APB 2ofor the year end:
December 31, 2005. Total unrecognized compensegiated to unvested stotlased awards granted to employees and members bbard
of directors at December 31, 2007, net of estim&dg@itures, is $80,635 and is expected to begeized over a weighted-average period of
three years.

Prior to January 1, 2006, we accounted farkstiased awards granted to non-employees, othemtha-employee members of our board
of directors, at fair value in accordance with SAR& 123. Effective January 1, 2006, we accounstah awards at fair value in accordance
with SFAS No. 123R and SEC guidance containedaif 8iccounting Bulletin (“SAB”) No. 107. The fairalue of equity instruments granted
to non-employees is measured in accordance witk BI@. 96-18, “Accounting for Equity Instruments Tla@e Issued to Other Than
Employees for Acquiring, or in Conjunction with &g, Goods or Services.” The final measuremeng ddiequity instruments with
performance criteria is the date that each perfaoa@ommitment for such equity instrument is sigisbr there is a significant disincentive
for non-performance.

Stock-based awards granted to employees, mutegees and members of our board of directorsrgdéipenclude warrants, stock options,
restricted stock and restricted stock units. Creegsociated with such stock-based awards aregéfer by us as stock-based compensation.

Upon adoption of SFAS No. 123R, we continueddtimate the fair value of stock-based awardsgusie Black-Scholes option valuation
model (“Black-Scholes”). Black-Scholes was devetbpeestimate the fair market value of traded amjavhich have no vesting restrictions
and are fully transferable. Option valuation modetguire the input of highly subjective assumptiddscause our stock-based awards have
characteristics significantly different from thasftraded options and because changes in the sivej@ssumptions can materially affect the
fair market value estimate, the existing optioruasion models do not necessarily provide a reliabigle measure of the fair value of our
stock-based awards.

Fair value determined using Black-Scholesesbased on assumptions used for the expectedxifected stock price volatility and risk-
free interest rates. For the year ended Decemhet(8b6, we used historical volatility of our stamker a period equal to the expected life of
stock-based awards to estimate fair value. We astidithe fair value of awards granted during treeyended December 31, 2007 and 2006
using the implied volatility of actively traded ogts on our stock. We believe that implied volatils more representative of future stock
price trends than historical volatility. The exptiife assumption represents the weighted-averaged stock-based awards are expected to
remain outstanding. These expected life assumptiongstablished through a review of historicareigse behavior of stock-based award
grants with similar vesting periods. Where histarigatterns do not exist contractual terms are.ubeé risk-free interest rate represents the
daily treasury yield curve rate at the reportintedzased on the closing market bid yields on algtivaded U.S. treasury securities in the over-
the-counter market for the expected term. Our apsioms may change in future periods.
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The following table summarizes the weightedrage assumptions used to compute reported arfdnona stock-based compensation to
employees and members of our board of directorthoperiods set forth below:

For the Years Ended December 31

2007 2006 2005

(pro forma)

Risk-free interest rat 4.8% 4.2% 3.€%
Expected life of option— years 4.4k 4.4k 6.2%

Expected stock price volatilil 60% 60% 11(%
Expected dividend yiel N/A N/A N/A

The following table summarizes the range stiagptions used to compute reported stock-basedauwsagion to third parties, other than
non-employee members of our board of directorstHemperiods set forth below:

For the Years Ended December 31

2007 2006 2005
Risk-free interest rat 3.1-5.C% 4.3-5.2% 2.8-4.€%
Expected life of option— years 2.25-6.3¢ 1.67-10.0C 1.00-9.9¢
Expected stock price volatilil 60% 60% 56-11€%
Expected dividend yiel N/A N/A N/A

SFAS No. 123R changes the presentation azezhexcess tax benefits associated with the eseenfistock options in the statements of
cash flows. Excess tax benefits are realized taefits from tax deductions for the exercise of ktoptions in excess of the deferred tax asset
attributable to stock compensation expense for sptions. Prior to the adoption of SFAS No. 123Rhstealized tax benefits were required
to be presented as operating cash flows. SFAS BBR Tequires such realized tax benefits to be ptedeas part of cash flows from financ
activities. No income tax benefits have been redlizom stock option exercises during the yeargdridkecember 31, 2007, 2006 and 2005
because a valuation allowance was recorded foretitleferred tax assets.

Subscriber Acquisition Costs

Subscriber acquisition costs include hardveaitesidies paid to radio manufacturers, distribudmig automakers, including subsidies pa
automakers who include a SIRIUS radio and a pregpatidcription to our service in the sale or leasmmf a new vehicle; subsidies paid for
chip sets and certain other components used in faetowing radios; device royalties for certain SISl radios; commissions paid to retailers
and automakers as incentives to purchase, instalbativate SIRIUS radios; product warranty obligias; provisions for inventory allowanc
and compensation costs associated with stock-lmsgearis granted in connection with certain distitoubgreements. The majority of
subscriber acquisition costs are incurred in adeai@cquiring a subscriber. Subscriber acquisitiosts do not include advertising, loyalty
payments to distributors and dealers of SIRIUSamdind revenue share payments to automakers ailénedf SIRIUS radios.

Subsidies paid to radio manufacturers andnaakers are expensed upon shipment or installaiommissions paid to retailers and
automakers are expensed either upon activatioaler$ the SIRIUS radio. Chip sets that are shigpe@ddio manufacturers and held on
consignment are recorded as inventory and expaasedbscriber acquisition costs when placed inddymtion by radio manufacturers. Cc
for chip sets not held on consignment are expeasenibscriber acquisition costs when the chipasetshipped to radio manufacturers.
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We record product warranty obligations in ademce with FIN No. 45, “Guarantor’s Accounting dbidclosure Requirements for
Guarantees, Including Indirect Guarantees of Irehirss of Others, an interpretation of FASB Statésrido. 5, 57, and 107 and rescission
of FASB Interpretation No. 34FIN No. 45 requires a guarantor to recognize, afrlseption of a guarantee, a liability for the fadlue of thi
obligation undertaken by issuing the guarantee wAfgant that certain products sold through ourilratad direct to consumer distribution
channels will perform in all material respects @t@dance with standard published specificatioreffiect at the time of the purchase of the
products by the customer. During the year endecddéer 31, 2007, we provided a dnth warranty on our products from purchase dar
repair or replacement of components and/or prodbetscontain defects of material or workmanshipst@mers may exchange products
directly to the retailer within 30 days of purchagée record a liability for an estimate of costatttve expect to incur under our warranty
when the product is shipped from the manufactuiactors affecting our warranty liability includesthumber of units sold and historical and
anticipated rates of claims and costs per claim péftedically assess the adequacy of our warraaiylity based on changes in these factors.

The following table reconciles the beginnimgl nding aggregate product warranty liability:

Balance, December 31, 20 $ 5,041
Accrual for warranties issued during the pel 3,70z
Settlements during the perir 6,20¢)
Balance, December 31, 20 $ 2,53¢€

Sports Programming Costs

We record the costs associated with our sposagramming agreements in accordance with SFASSR0Financial Reporting by
Broadcasters.” Programming costs which are forezifipd number of events are amortized on an elbgrevent basis; programming costs
which are for a specified season are amortized iveseason on a straight-line basis. We allotateportion of sports programming costs
which are related to sponsorship and marketingities to sales and marketing expenses on a strhiighbasis over the term of the
agreement.

Advertising Costs

We record the costs associated with advegtigsiraccordance with Statement of Position (“SOWg) 93-7, “Reporting on Advertising
Costs.” Media is expensed when aired and advegtiginduction costs are expensed as incurred. Mdewatlopment funds are fixed and
variable payments to reimburse retailers for thet obadvertising and other product awarenessitiesv Fixed market development funds are
expensed over the periods specified in the appécadreement; variable costs are expensed atntigeatisubscriber is activated.

Research and Development Costs
Research and development costs are expensecLaed. Research and development costs fordhesyended December 31, 2007, 2006
and 2005 were $38,082, $46,460 and $53,401, raselyctand are included in engineering, design dewvklopment expenses.
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Income Taxes

We account for income taxes in accordance &#AS No. 109, “Accounting for Income Taxes” an@illNo. 48, “Accounting for
Uncertainty in Income Taxes.” Deferred income taxesrecognized for the tax consequences relatehtporary differences between the
carrying amount of assets and liabilities for fioiahreporting purposes and the amounts used Xgougposes at each year-end, based on
enacted tax laws and statutory tax rates applidaltlee periods in which the differences are exgabtd affect taxable income. A valuation
allowance is established when necessary basedcamdight of available evidence, if it is consideredre likely than not that all or some
portion of the deferred tax assets will not beireal. Income tax expense is the sum of currentniectax plus the change in deferred tax
assets and liabilities.

In June 2006, the Emerging Issues Task Fe@ehed a consensus on EITF No. 06-03, “How Taxdleced from Customers and
Remitted to Governmental Authorities Should Be Pnésd in the Income Statement.” EITF No. 06-03 #srthat such taxes may be
presented on either a gross basis or a net bakis@as that presentation is used consistentlg.aidoption of EITF No. 06-03 on January 1,
2007 did not impact our consolidated results ofragens or financial position. We present the taxéhin the scope of EITF No. 06-03 on a
net basis.

Net (Loss) Income Per Share

We compute net (loss) income per share inrdecee with SFAS No. 128, “Earnings Per ShaBasic net (loss) income per share is bi
on the weighted average common shares outstandiimwgdeach reporting period. Diluted net (loss)yime per share adjusts the weighted
average for the potential dilution that could océwommon stock equivalents (convertible debt,naats, stock options and restricted stock
units) were exercised or converted into commonkst8ommon stock equivalents of approximately 166,000, 194,000,000 and
235,000,000 were not considered in the calculatfatiluted net loss per share for the years endeceber 31, 2007, 2006 and 2005,
respectively, as the effect would have been ahitide.

Comprehensive (Loss) Income

We report comprehensive (loss) income in ataace with SFAS No. 130, “Reporting Comprehensngmie.”SFAS No. 130 establishe
a standard for reporting and displaying other cahgnsive (loss) income and its components witmarftial statements. Unrealized gains
and losses on available-for-sale securities werettly component of our other comprehensive losthi® year ended December 31, 2005.
There were no unrealized gains and losses on aiaiar-sale securities for the years ended Decer®be2007 and December 31, 2006.
Comprehensive loss for the years ended Decemb@08Y, 2006 and 2005 was $565,252, $1,104,867 &6@,$73, respectively.

Cash and Cash Equivalents

Cash and cash equivalents consist of caslaod, imoney market funds, certificates of depositiamestments with an original maturity of
three months or less when purchased. Cash anceqashalents are stated at fair market value.

Investments

Our investments consist of the following:

December 31 December 31

2007 2006
Marketable securitie $ 46¢ $ 15,50(
Restricted investmen 53,00( 77,85(
Investment, stated at cc — 5,00(
Total investment $ 53,46¢ $ 98,35(
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Marketable Securities

We account for marketable securities in acaoceé with the provisions of SFAS No. 115, “Accongtfor Certain Investments in Debt and
Equity Securities.” Marketable securities consfatertificates of deposit and auction rate se@sitFor the years ended December 31, 2007
and 2006, certificates of deposit were $469 an@5R1,respectively, and auction rate securities W6rand $10,850, respectively. The basic
objectives of our investment policy are the preaton of capital, maintaining sufficient liquiditp meet operating requirements and
maximizing yield. We classify our marketable setiesi as available-for-sale securities. Availabledale securities are carried at fair market
value. Unrealized gains and losses are includedéamulated other comprehensive (loss) incomesaparate component of stockholders’
equity. Realized gains and losses, dividends ateddast income, including amortization of the premiand discount arising at purchase, are
included in interest and investment income. Theidigeidentification method is used to determine tost of all securities and the basis by
which amounts are reclassified from accumulatedprehensive (loss) income into earnings. While theeulying securities of auction rate
securities had contractual maturities of more t@uyears, the interest rates on such securities veset at intervals of 28 or 35 days. Auction
rate securities were priced and traded as shant-iterestments because of such interest rate resttré.

We received proceeds from the sale or matofitparketable securities of $15,031, $229,715%861935 for the years ended
December 31, 2007, 2006 and 2005, respectivelyrellwere no unrealized holding gains or losses orkabable securities as of
December 31, 2007 and 2006.

Restricted Investments

As of December 31, 2007 and 2006, short-tasiricted investments of $35,000 and $25,000, otsedy, included certificates of deposit
placed in escrow primarily for the benefit of arthparty pursuant to a programming agreement.

As of December 31, 2007 and 2006, long-temstriced investments of $18,000 and $52,850, rasmdy, included certificates of deposit
and money market funds deposited in escrow fob#refit of third parties pursuant to programmingeagents and certificates of deposit
placed in escrow to secure our reimbursement diigga under letters of credit issued for the berwdflessors of office space.

Cost Method Investment

In September 2006, we invested in a thirdypfant strategic purposes. We account for this ibmest under the cost method. The carrying
value of our investment was $5,000 at Decembe2B26 and was included in other long-term assetsiiraccompanying consolidated
balance sheets. We terminated our relationship thighthird party in 2008 and have classified #irisount as a receivable in other current
assets as of December 31, 2007.

Equity Method Investment

We have a 49.9% economic interest in SIRIUSada. Our investment in SIRIUS Canada is recordetjithe equity method since we
have significant influence, but less than a cohitrplvoting interest. Under this method, our invesht in SIRIUS Canada, originally recorc
at cost, is adjusted to recognize our share oéaetings or losses as they occur rather than &edids or other distributions are received,
limited to the extent of our investment in, advanteand commitments to fund SIRIUS Canada. Ouresbinet earnings or losses of SIRI
Canada is recorded to equity in net loss of afélia our accompanying consolidated statementpefaiions. We recorded $0, $4,445 and
$6,938 for the years ended December 31, 2007, 200@005, respectively, for our share of SIRIUS&a's net loss. We do not expect to
recognize future net losses as we are not conatheibligated to commit to provide additional fung.
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Accounts Receivable

Accounts receivable are stated at amountgrdue customers net of an allowance for doubtfuloacts. We specifically reserve for
customers with known disputes or collectibilityuss. The remaining reserve recorded in the alloevdmrcdoubtful accounts is our best
estimate of the amount of probable losses in oistiag accounts receivable based on our actuaéverfit experience. All accounts receivable
balances greater than approximately 30 days pasiub date are considered delinquent. Delinquemieats are written off after
approximately 30 days.

Receivables from Distributors

Receivables from distributors are amountsfdu® OEMs and special market distributors relatethe distribution of prepaid
subscriptions.

Inventory

Inventory consists of finished goods, chissetd other raw material components used in matwrfag radios. Inventory is stated at the
lower of cost, determined on a first-in, first-daétsis, or market. We record an estimated allowémc@ventory that is considered slow
moving and obsolete or whose carrying value isxcess of net realizable value. The provision relateproduct purchased for our direct to
consumer distribution channel is recorded to cbsgaipment in our consolidated statements of dfmers. The remaining provision is
recorded to subscriber acquisition costs in ousobdated statements of operations.

Property and Equipment

Property and equipment is stated at cost apdetiated on a straight-line basis over the estidhaseful lives of the related assets, which
range from 2 to 30 years. Our satellite systenefgeciated on a straight-line basis over the résgeemaining useful lives of our satellites
from the date we launched our service in Febru@f22r, in the case of our spare satellite, froendate it was delivered to ground storage in
April 2002. Leasehold improvements are depreciatidg the straighline method over the lesser of the lease termeegtimated useful lif
We capitalize a portion of the interest on funderdwwed to finance the construction and launch afsatellites and launch vehicles.
Capitalized interest is recorded as part of thetassost and depreciated over the satellite’suldiéé. Capitalized interest costs for the years
ended December 31, 2007 and 2006 was $8,914 apdSh4espectively.

Major additions and improvements were cazéalj while replacements, repairs and maintenaratedthnot improve or extend the life of
the assets are charged to expense. In the pesetsage retired, or otherwise disposed of, thearos$ related accumulated depreciation are
removed from the accounts, and any gain or losdisposal is included in our results of operations.

The costs of acquiring, developing and tessiofjware are capitalized under SOP No. 98-1, “Actimg for the Costs of Computer
Software Developed or Obtained for Internal Use€ Wdpitalize costs associated with software deeglap obtained for internal use when
the following occur: (1) the preliminary projecage is completed and (2) management has authdtindihg a computer software project
it is probable that the project will be completen dhe software will be used to perform the functistended. Capitalized costs include
external direct costs of materials and serviceswored in developing or obtaining internele software. Capitalization of such costs ceas
later than the point at which the project is sultiédly complete and ready for its intended usee Tdtal net book value of capitalized softw
costs was $14,394 and $17,349 for the years endedrBber 31, 2007 and 2006, respectively. Costgeldo expense for the amortization
of capitalized software costs were $5,352, $4,9%1%8,451 for the years ended December 31, 20@K &0d 2005, respectively, and are
included in depreciation in our accompanying coidsbéd statements of operations.
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The estimated useful lives of our property egdipment are as follows:

Capitalized software and hardwz 3-7 year:
Furniture, fixtures, equipment and ot! 2-7 year:
Broadcast studio equipme 3-15 year
Satellite telemetry, tracking and control facikt 3, 4 or 15 yeal
Terrestrial repeater netwo 3-15 year
Leasehold improvemen 2-15 year
Satellite systen 13 or 15 yeal
Building 30 year

The expected useful lives of our three intoshiellites were originally 15 years from the diiey were placed into orbit. In June 2006, we
adjusted the useful lives of two of our in-orbitedlites to 13 years to reflect the way we intenaperate the constellation. We continue to
expect our spare satellite to operate effectivetylb years from the date of launch.

Our in orbit satellites have experienced dtrfailures on their solar arrays. We continue tonitor the operating condition of our in-orbit
satellites. If events or circumstances indicat¢ tiwa useful lives of our in-orbit satellites hasleanged we will modify the depreciable life
accordingly.

In accordance with SFAS No. 144, “Accountingthe Impairment or Disposal of Long-Lived Assktge review our long-lived assets for
impairment whenever events or changes in circurastimdicate that the carrying amount of an assett recoverable. At the time an
impairment in value of a long-lived asset is idéadi, except for our FCC license discussed belbe jmpairment is measured as the amount
by which the carrying amount of a long-lived assateeds its fair value. To determine fair value engloy an expected present value
technique, which utilizes multiple cash flow sceoathat reflect the range of possible outcomesaamadppropriate discount rate.

In June 2006 we wrote-off $10,917 for the ik value of certain satellite long-lead time pantirchased in 1999 that we will no longer
need. Such amount is included in satellite andstrassion expenses in our accompanying consolidaégements of operations.
FCC License

In October 1997, the FCC granted us a licénsgperate a commercial satellite radio servictaéUnited States. While our FCC license
has a renewable eight-year term, we expect to rengwicense as there are no legal, regulatorytraotual, competitive, economic or other
factors that limit its useful life. As a result, weat our FCC license as an indefinite-lived igiate asset under the provisions of SFAS
No. 142 ,“Goodwill and Other Intangible Assets.” We re-eatkithe useful life determination for our FCC lisereach reporting period to
determine whether events and circumstances continsigpport an indefinite useful life. To date, e not recorded any amortization
expense related to our FCC license.

We test our FCC license for impairment ati@amually or more frequently if indicators of inipaent exist. We used the Greenfield
Method utilizing a discounted cash flow model takenate the fair value of our FCC license. The kesuanptions in building the model
included projected revenues and estimated stacbsts, which were based primarily on historicalragiens. If these estimates or projections
change in the future, we may be required to reaortnpairment charge related to this asset.

Deferred Financing Fees

Costs associated with the issuance of deldefigred and amortized to interest expense oeetetim of the respective debt.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equitglaccounts and other receivables, and accoagébfe approximate fair value due to the
short-term nature of these instruments.

We determined the estimated fair values ofdmlot using available market information.
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Quoted market prices were used to estimatéathenarket values of our debt as of December28D;7 and 2006. The following table
summarizes the book and fair values of our debt:

As of December 31

2007 2006

Book Value Fair Value Book Value Fair Value
Senior Secured Term Credit Agreem $249,37" $231,29! $ — $ —
95/3% Senior Notes due 20: 500,00 465,00( 500,00( 496,25(
31/ 4% Convertible Notes due 20: 230,00( 223,67" 230,00( 266,83¢
21/ 2% Convertible Notes due 20! 299,99¢ 314,57: 300,00 310,12!
31/2% Convertible Notes due 20l 33,30: 74,47 36,50¢ 100,02«
83/ 4% Convertible Subordinated Notes due 2 1,74¢ N/A 1,74¢ N/A

Merger Costs

We incurred approximately $35,600 in directtsdor the year ended December 31, 2007 in coimmegith our pending merger with XM
Radio. In accordance with SFAS No. 141, “Businesmflinations,” which specifies that the cost of atitg acquired in a business
combination include the direct costs of the busirasmbination, we have capitalized and includedh @@sts in other long-term assets in our
accompanying consolidated balance sheets.

Reclassifications

Certain amounts in the prior period consobddinancial statements have been reclassifiednifocm to the current period presentation.
Specifically, we reclassified both broadcast antistieaming royalties from programming and contepeeases; revenue share from
programming and content expenses and sales anetimgriexpenses; and residuals from sales and niragkestpenses to a separate line item,
revenue share and royalties. In addition, we rsiflad bad debt expense from general and admitiigraxpenses to customer service and
billing expenses.

Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS No, 158e Fair Value Option for Financial Assets ardancial Liabilities,” which permits
entities to choose to measure many financial insgnts and certain other items at fair value. Theative of SFAS No. 159 is to provide
entities a method to mitigate volatility in repodiearnings caused by measuring related assetehitities differently without having to
apply complex hedge accounting provisions. SFAS198.is effective for annual reporting periods begig after November 15, 2007. We
are currently evaluating the effects that SFAS Mg will have on our consolidated results of operest and financial position.

In September 2006, the FASB issued SFAS N@, ‘Fair Value Measurements,” which defines failuea establishes a framework for
measuring fair value and expands the related disoborequirements. SFAS No. 157 is effective fecdl years beginning after November 15,
2007 and for interim periods within those years. &k currently evaluating the impact of the adaptibany, that SFAS No. 157 will have
our consolidated results of operations and findrpmaition.

In November 2007, the FASB issued SFAS NARL4Business Combinations,” which continues tauiegjthat all business combinations
be accounted for by applying the acquisition mettériier the acquisition method, the acquirer recgnand measure the identifiable assets
acquired, the liabilities assumed, and any contihgensideration and contractual contingencies, &bole, at their face value as of the
acquisition date. Under SFAS No. 141R, all trarisaatosts are expenses as incurred. SFAS No. 1dddds EITF 93-07 “Uncertainties
Related to Income Taxes in a Purchase Business @atitin.” Under EITF 93-07, the effect of any sulpsent adjustments to uncertain tax
positions were generally applied to goodwill, exdep post-acquisition interest on uncertain taavyigions, which was recognized as an
adjustment to income tax expense. Under SFAS NbR14ll subsequent adjustments to these uncegripdsitions that otherwise would
have impacted goodwill will be recognized in thedme statement. The guidance in SFAS No. 141Roeithpplied prospectively to business
combinations for which the acquisition date is omfber the beginning of the first annual reportpegiod beginning after December 15, 2008.

In November 2007, the FASB issued SFAS No, 186counting and Reporting of Noncontrolling Ingst” (“SFAS No. 160"). SFAS
No. 160 requires that a noncontrolling intereseyausly referred to as a minority interest) beasafely reported in the equity section of
consolidated entity’s balance sheet. SFAS No. 16 established accounting and reporting standard$i) ownership interest in
subsidiaries held by parties other than the pat@nthe amount of consolidated net income attidtale to the parent and to the noncontrolling
interest, (iii) changes in a parent’s ownershigiiest and (iv) the valuation of retained noncofitrglequity investments when a subsidiary is
deconsolidated. SFAS No. 160 is effective begindiauguary 1, 2009. We are currently evaluating rigeict that the adoption of SFAS No.
160 will have on our consolidated results of ogerest and financial position.

In June 2007, the FASB issued EITF No. 07A1R;0unting for Nonrefundable Advance Payments foo@ or Services to Be Used in
Future Research and Development Activities, whtakes that nonrefundable advance payments fordfutgearch and development activi
should be deferred and capitalized and that suauata should be recognized as an expense as ths gomdelivered or the related services
are performed. If an entity does not expect thedgdo be delivered or services to be rendered;dp#alized advance payment should be
charged to expense. EITF No. 07-03 is effectivalierfirst annual or interim reporting period beuirg after December 15, 2007. We are
currently evaluating the impact that the adoptib&IdF 07-03 will have on our consolidated results of operatiand financial positiol
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3. Subscriber Revenue

Subscriber revenue consists of subscripties,faon-refundable activation fees and the effgiotebates. Revenues received from
automakers for prepaid subscriptions included éngile or lease price of a new vehicle are aldaded in subscriber revenue over the
service period upon activation.

Subscriber revenue consists of the following:

For the Years Ended December 31

2007 2006 2005
Subscription fee $853,83: $572,38t $233,63!
Activation fees 20,87¢ 15,61: 6,79(C
Effect of rebate: (19,777 (12,599 (16,810

Total subscriber revent $854,93: $575,40: $223,61!

4. Interest Costs

During the years ended December 31, 2007 @66,2ve capitalized a portion of the interest amdsiborrowed to finance the construction
and launch of our fifth and sixth satellites. Thdwing is a summary of our interest cost:

For the Years Ended December 31

2007 2006 2005
Interest costs charged to expe $70,32¢ $64,03: $45,36:
Interest costs capitaliz¢ 8,914 4,20¢ —

Total interest costs incurre $79,24: $68,237 $45,36.

5. Inventory

Inventory consists of the following:

As of December 31

2007 2006
Raw Materials $ 9,98 $16,45¢
Finished Good 19,55( 18,04

Total Inventory $29,537 $34,50:
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6. Property and Equipment

Property and equipment, net, consists of éliewing:

As of December 31

2007 2006

Satellite systen $ 933,43 $ 933,14:
Terrestrial repeater netwo 68,65¢ 63,75
Leasehold improvemen 35,17¢ 33,33¢
Broadcast studio equipme 39,37: 37,35(
Capitalized software and hardwz 37,29¢ 35,79¢
Satellite telemetry, tracking and control facik 17,83¢ 17,61
Furniture, fixtures, equipment and ot! 69,68 54,02%
Land 311 311
Building 2,43z 2,34:
Construction in progres 174,56! 101,84¢

Total property and equipme 1,378,771 1,279,51.
Accumulated depreciatic (572,507 (469,12)

Property and equipment, r $ 806,26: $ 810,38

Construction in progress consists of the foilw:

As of December 31,

2007 2006
Satellite systen $155,73¢ $ 78,49:
Terrestrial repeater netwo 11,88t 10,97:
Leasehold improvemen 347 10C
Other 6,597 12,28¢
Construction in progres $174,56! $101,84¢

Satellites

Our orbiting satellites were successfully leled in 2000. Our spare satellite was deliveregtooind storage in 2002. Our three-satellite
constellation and terrestrial repeater network vpdaeed into service in 2002.

We entered into an agreement with Space Syétemal for the design and construction of ouhfifind sixth satellites. Construction of our
fifth satellite is expected to be completed in $keond quarter of 2009. We expect to launch ouin siatellite in the fourth quarter of 2010.
We plan to launch the fifth satellite on a Protooket under our contract with International Lauahvices. In January 2008, we entered into
an agreement with International Launch Servicesetmre two additional satellite launches on Protakets. We plan to use one of these
rockets to launch our sixth satellite. This agreeinpeovides us the flexibility to defer launch datewe choose. We also have the ability to
cancel the second of these launches upon paymentanicellation fee.

As of December 31, 2007 and 2006, we recofdé&d, 736 and $78,491, respectively, to propertyemdpment in our accompanying
consolidated balance sheets in connection withethgseements.
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7. Related Party Transactions

In 2005, we entered into a license and sesvdcgeement with SIRIUS Canada. Pursuant to sudgeagnt, we are reimbursed for certain
costs incurred by us to provide SIRIUS Canada senincluding certain costs we incur for the prdghrcand distribution of radios used by
its subscribers as well as information technolaggp®rt costs. In consideration for the rights gedrjpjursuant to the license and services
agreement, SIRIUS Canada is obligated to pay ogalty based on a percentage of its annual grassntes. Additionally, the initial
financing we provided to SIRIUS Canada is by wagwbscription to non-voting shares which carrie8%ncumulative dividend.

Total costs reimbursed by SIRIUS Canada feryemars ended December 31, 2007, 2006, and 20@5$¥ef12, $9,227, and $6,025,
respectively. We recorded $1,159, $945, and $16yialty income for the years ended December 317 2P006, and 2005, respectively. S
royalty income was recorded to other revenue inamgpmpanying consolidated statements of operatitlesalso recorded dividend income
of $422, $700, and $0 for the years ended DeceBthe2007, 2006, and 2005, respectively, which wakided in interest and investment
income in our accompanying consolidated statenwfriperations.

Amounts due from SIRIUS Canada at DecembeRBQ7 were $5,398, of which $2,161 and $3,237raskuded in other current assets and
other long-term assets, respectively, on our acemyipg consolidated balance sheets. Amounts due 8RIUS Canada at December 31,
2006 were $4,157, of which $2,502 and $1,655 atieided in other current assets and other long-gssets, respectively, on our
accompanying consolidated balance sheets. Amoaythe to SIRIUS Canada at December 31, 2007 ad@ 20fund its remaining capital
requirements were $1,148 and are included in dtmegy-term liabilities for 2007 and accounts payadie accrued expenses in 2006 in the
accompanying consolidated balance sheets.

8. Accounts Payable and Accrued Expenses

Our accounts payable and accrued expensestohthe following:

As of December 31

2007 2006

Accounts payabl $ 69,54( $ 25,00°
Accrued programmin 50,80: 116,37(
Accrued compensation and other payroll relateds 32,61 28,54
Accrued subsidies and distributi 160,02- 185,18t
Accrued web streaming and broadcast roya 44,25( 15,37(
Other accrued expens 107,71 67,43:

Total accounts payable and accrued expe $464,94: $437,91:
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9. Debt and Accrued Interest

Our debt consists of the following:

Senior Secured Term Credit Agreem

95/ 8% Senior Notes due 20:

31/ 4% Convertible Notes due 20:

21/ 2% Convertible Notes due 20!

31/ 2% Convertible Notes due 20!

83/ 4% Convertible Subordinated Notes due 2

Less current maturitie
Total lon¢-term debt

Accrued interest associated with our debsifodows:

95/ 8% Senior Notes due 20:

31/ 4% Convertible Notes due 20:

21/ 2% Convertible Notes due 20!

31/ 2% Convertible Notes due 20!

83/ 4% Convertible Subordinated Notes due 2
Space Systems/Loral Credit Agreem

Total accrued intere:

The maturities of our debt as of December2BD;7 are as follows:

2008
2009
2010
2011
2012
Thereaftel

Total debi
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Conversior
Price As of Decembet

(per share) 2007 2006
N/A $ 249,37 $ —
N/A 500,00( 500,00(
$ 53C 230,00( 230,00(
4.41 299,99¢ 300,00
1.3¢ 33,30! 36,50¢
28.462! 1,74¢ 1,744
1,314,41 1,068,24!
35,80: —

$1,278,61 $1,068,24

As of December 31

2007 2006

$20,05: $20,05:
1,557 1,557
2,907 2,907
97 107
38 38
128 128
$24,77- $24,78:

$ 35,80

304,24

2,50(

232,50

239,37

500,00(

$1,314,41.
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Senior Secured Term Credit Agreement

In June 2007, we entered into a senior secliegch Credit Agreement (the “Term Credit Agreemgmtith a syndicate of financial
institutions. The Term Credit Agreement providesdderm loan of $250,000, which has been drawerést under the Term Credit
Agreement is based, at our option, on (i) adjust&DR plus 2.25% or (ii) the higher of (a) the pamate and (b) the Federal Funds Effective
Rate plug/20f 1.00%, plus 1.25%. As of December 31, 2007 jriterest rate was 7.0625% LIBOR borrowings may belenfor interest
periods, at our option, of one, two, three or sbniths (or, if agreed by all of the lenders, ninéveglve months). The loan amortizes in equal
quarterly installments of 0.25% of the initial aggate principal amount for the first four and & lyahrs, with the balance of the loan
thereafter being repaid in four equal quarterlyabiments. The loan matures on December 20, 2012.

The loan is guaranteed by our wholly ownedsgiiaries, including Satellite CD Radio, Inc. aridus Asset Management Company LLC
(the “Guarantors”). The Term Credit Agreement isused by a lien on substantially all of our and @arantors’ assets, including our four
satellites and the shares of the Guarantors.

The Term Credit Agreement contains customéfigneative covenants and event of default provisiohhe negative covenants contained in
the Term Credit Agreement are substantially simidathose contained in the indenture governing®uts% Senior Notes due 2013.

95/ 3% Senior Notes due 2013

In August 2005, we issued $500,000 in aggeegehcipal amount of our® % Senior Notes due 2013 resulting in net proceéds o
$493,005. Our 9/ 3% Senior Notes due 2013 mature on August 1, 208i3rdaarest is payable semi-annually on FebruamgdLAugust 1 of
each year. The obligations under o/9% Senior Notes due 2013 are not secured by anyrcissets.

31/ 4% Convertible Notes due 2011

In October 2004, we issued $230,000 in agdesgancipal amount of our 3 4% Convertible Notes due 2011 resulting in net pedseof
$224,813. These notes are convertible, at the mptithe holder, into shares of our common stockngttime at a conversion rate of 188.6
shares of common stock for each $1,000.00 prineipadunt, or $5.30 per share of common stock, stitjazertain adjustments. Ouf B+%
Convertible Notes due 2011 mature on October 151 2d interest is payable semi-annually on A@ibd October 15 of each year. The
obligations under our ¥ 4% Convertible Notes due 2011 are not secured byoaoyr assets.

21/ 2% Convertible Notes due 2009

In February 2004, we issued $250,000 in aggesgrincipal amount of ourZ 2% Convertible Notes due 2009 resulting in net pedseot
$244,625. In March 2004, we issued an addition8|G0 in aggregate principal amount of our 2% Convertible Notes due 2009 pursuant
to an option granted in connection with the inibéflering of the notes, resulting in net proceefi$48,975. These notes are convertible, at the
option of the holder, into shares of our commortlstt any time at a conversion rate of 226.7574eshaf common stock for each $1,000.00
principal amount, or $4.41 per share of commonkstsabject to certain adjustments. Our 2% Convertible Notes due 2009 mature on
February 15, 2009 and interest is payable semialynon February 15 and August 15 of each year. diiigations under our 2 2%
Convertible Notes due 2009 are not secured by inyrassets.

During the year ended December 31, 2007, heloe$2 in aggregate principal amount of odr 2% Convertible Notes due 2009
presented such notes for conversion in accordaitbelve terms of the indenture. We issued 453 shaf@ur common stock upon convers
of these notes.
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31/ 2% Convertible Notes due 2008

In May 2003, we issued $201,250 in aggregateipal amount of our 3/ 2% Convertible Notes due 2008 resulting in net pedseof
$194,224. These notes are convertible, at the mptithe holder, into shares of our common stockngttime at a conversion rate of 724.6
shares of common stock for each $1,000.00 prineipadunt, or $1.38 per share of common stock, stiijezertain adjustments. Our 8%
Convertible Notes due 2008 mature on June 1, 2668rderest is payable semi-annually on June 10mwkmber 1 of each year. The
obligations under our 3 2% Convertible Notes due 2008 are not secured byofpyr assets.

During the year ended December 31, 2007, heloie$3,204 in aggregate principal amount of ouf 36 Convertible Notes due 2008
presented such notes for conversion in accordaitbehe terms of the indenture. We issued 2,321 st&fes of our common stock upon
conversion of these notes. During the year endexibber 31, 2006, holders of $16,188 in aggregateipal amount of our 3/ 2%
Convertible Notes due 2008 presented such noteforersion in accordance with the terms of theitdre. We issued 11,730,431 share
our common stock upon conversion of these notes.

83/ 4% Convertible Subordinated Notes due 2009

In 1999, we issued ourtB+% Convertible Subordinated Notes due 2009. The i@ntabalance of our 8 1% Convertible Subordinated
Notes due 2009 mature on September 29, 2009 ameéttis payable se-annually on March 29 and September 29 of each {idease notes
are convertible, at the option of the holder, isitares of our common stock at any time at a coirerate of 35.134 shares of common stock
for each $1,000.00 principal amount, or $28.4625spare of common stock, subject to certain adjastm The obligations under ou?/8:%
Convertible Subordinated Notes due 2009 are neireddy any of our assets.

Space Systems/Loral Credit Agreement

In July 2007, we amended and restated outiegi€redit Agreement with Space Systems/Loral {ttaral Credit Agreement”). Under the
Loral Credit Agreement, Space Systems/Loral haseahto make loans to us in an aggregate principaliat of up to $100,000 to finance
purchase of our fifth and sixth satellites. Loaredsunder the Loral Credit Agreement will be segdurg our rights under the Satellite
Purchase Agreement with Space Systems/Loral, imgualr rights to these satellites. The loans &e entitled to the benefits of a subsidi
guarantee from Satellite CD Radio, Inc., our subsjdthat holds our FCC license, and any futureemalt subsidiary that may be formed by
us. The maturity date of the loans is the eartiesiccur of (i) June 10, 2010, (ii) 90 days after sixth satellite becomes available for
shipment and (iii) 30 days prior to the schedubatchth of the sixth satellite. Any loans made urider_Loral Credit Agreement generally will
bear interest at a variable rate equal to threetmioiBOR plus 4.75%. The daily unused balance bedesest at a rate per annum equal to
0.50%, payable quarterly on the last day of eaclchMalune, September and December. The Loral Chgditiement permits us to prepay all
or a portion of the loans outstanding without pgnale have not borrowed under the Loral Creditéggnent as of December 31, 2007.

Covenants and Restrictions

Our &/ 8% Senior Notes due 2013, our Loral Credit Agreenasct our Term Credit Agreement require us to comt certain
covenants that restrict our ability to, among otthérgs, (i) incur additional indebtedness, (ii¢um liens, (iii) pay dividends or make certain
other restricted payments, investments or acqoiisti(iv) enter into certain transactions withleffes, (v) merge or consolidate with another
person, (vi) sell, assign, lease or otherwise dispf all or substantially all of our assets, arig (hnake voluntary prepayments of certain d
in each case subject to exceptions as provideiki®/ s % Senior Notes due 2013 indenture, the Loral Crdgieements and the Senior
Secured Term Credit Agreement. If we fail to compith these covenants, oufBs% Senior Notes due 2013, our Senior Secured Credit
Term Loan and any loans outstanding under the LOradlit Agreement could become immediately payahttthe Loral Credit Agreement
could be terminated. At December 31, 2007, we weoempliance with all such covenants.
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10. Stockholders’ Equity
Common Stock, Par Value $0.001 Per Share

We are authorized to issue 2,500,0004b@0es of our common stock. As of December 31, 28@3roximately 352,067,000 shares of
our common stock were reserved for issuance inexion with outstanding convertible debt, warrairtsentive stock plans and common
stock to be granted to third parties upon satigfaaif performance targets.

During the year ended December 31, 266iployees exercised 2,859,232 stock options atisegprices ranging from $2.79 to $4.16
per share, resulting in proceeds to us of $3,532hi® amount, $2,922 was collected as of Decerithe2007. We also collected $1,175 in
2007 related to stock option exercises that ocdur@006. During the year ended December 31, 200&84,495 stock options were
exercised at exercise prices ranging from $3.556t81 per share, resulting in proceeds to us ofé#26 Of this amount, $25,504 was
collected as of December 31, 2006.

In January 2007, Howard Stern and hisiagrere granted an aggregate of 22,059,000 sh&ms aommon stock as a result of certain
performance targets that were satisfied on Dece®he2006. We recognized expense associated vatetshares of $82,941 during the year
ended December 31, 2006.

In January 2006, Howard Stern and hisiagrere granted an aggregate of 34,375,000 shams common stock as a result of certain
performance targets that were satisfied in Jan2@@g. We recognized expense associated with thesessof $224,813 during the year er
December 31, 2006.

In January 2004, we signed a seven-yg@ement with the NFL. We delivered to the NFL 3,070 shares of our common stock
valued at $40,967 upon execution of this agreenférgse shares of common stock are subject to neraaisfer restrictions which lapse over
time. We recognized $5,852 of expense associatitiese shares during each of the years endedibece1, 2007, 2006 and 2005. Of
remaining $19,125 in common stock value, $5,852%i8273 are included in other current assets #met tong-term assets, respectively, on
our accompanying consolidated balance sheets@sadmber 31, 2007.

Warrants

In June 2004, we issued DaimlerChryslérwarrants to purchase up to 21,500,000 sharegrafammmon stock at an exercise price of
$1.04 per share. These warrants have vested amdengsable. In connection with Daimler AG’s safeChrysler LLC, Daimler transferred
warrants to purchase up to 5,000,000 shares ada@umon stock to Chrysler. In 2007, Chrysler LLCreised these warrants, and we issued
3,551,532 shares of our common stock in a cashigssaction and cancelled 5,000,000 warrants.

In February 2004, we announced an agreewi¢h RadioShack Corporation to distribute, mawked sell SIRIUS radios. In connection
with this agreement, we issued RadioShack wartamsrchase up to 10,000,000 shares of our commack.sThese warrants have an
exercise price of $5.00 per share and vest andeexercisable if RadioShack achieves activatioyeta during the five-year term of the
agreement.

In January 2004, we signed an agreemihtRenske Motor Group, Inc., Penske Automotiveuprdnc., Penske Truck Leasing Co.
L.P. and Penske Corporation (collectively, the “skenCompanies”). In connection with this agreemestjssued the Penske companies
warrants to purchase up to 38,000,000 shares afa@umon stock at an exercise price of $2.392 paresiThe warrants vest over time and
upon achievement of certain milestones by the Reoskipanies. During the years ended December B, &0d 2006, Penske companies
exercised 4,434,300 and 5,292,500, respectivestedevarrants in a series of cashless exercisesnimection with these transactions, we
issued 1,437,194 and 2,862,533 shares of our constach for the years ended December 31, 2007 ad@, 20spectively.

In January 2004, we issued the NFL wasrémpurchase 50,000,000 shares of our commok atamn exercise price of $2.50 per sh

During the year ended December 31, 2@@4issued warrants to purchase 9,425,000 sha@s @ommon stock at exercise prices of
$3.00 to $3.21 per share to other third partigsaassof distribution and programming arrangemefitese warrants vest over time and upon
achievement of certain milestones. During the yeaded December 31, 2007, 2006 and 2005, 15,0000@@nd 230,000 of these warrants
to purchase shares of our common stock, respegtiwelre issued to consultants and are includediirstock option activity.
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Warrants to acquire shares of our comstiook were outstanding as follows (shares in thodsga

Number of Warrants

Average Outstanding as of
Exercise Expiration December 31,
Price Date 2007 2006
NFL $ 2.5C March 200i-March 201( 16,71¢ 50,00(
Penske companie 2.3¢ July 2008 6,27( 29,86¢
DaimlerChrysler AG 1.04 May 2012 16,50( 21,50(
RadioShacl 5.0C December 201 8,00( 10,00¢(
Ford 3.0C October 201: 4,00(¢ 4,00(
December 2008-June

Other distributors and programming provid 3.0¢ 2014 2,78¢ 4,05:
Other 20.3¢ June 200-April 2011 4,53: 4,53:
Total $ 3.8 58,80¢ 123,95!

We recognized expense of $10,707, $50s2@7$100,349 in connection with warrants for tharg ended December 31, 2007, 2006
and 2005, respectively.

11. Benefit Plans
Stock-Based Awards

In January 2003, our board of directalsped the Sirius Satellite Radio 2003 Long-Teroctincentive Plan (the “2003 Plan”), and
on March 4, 2003 our stockholders approved thia.pgim May 25, 2004, our stockholders approved aanament to the 2003 Plan to inclt
members of our board of directors as eligible pgréints. Employees, consultants and members di@and of directors are eligible to rece
awards under the 2003 Plan. The 2003 Plan prov¥atdhe grant of stock options, restricted sto@stricted stock units and other stock-based
awards that the compensation committee of our bokditectors may deem appropriate.

Vesting and other terms of stock-basedrdware set forth in the agreements with the iddals receiving the awards. Stock-based
awards granted under the 2003 Plan are generdljgauto a vesting requirement that includes onallasf the following: (1) over time,
generally three to five years from the date of gré) on a specific date in future periods witlteleration to earlier periods if performance
criteria are satisfied; or (3) as certain perforoeatargets set at the time of grant are achieviedkSased awards generally expire ten years
from the date of grant. Each restricted stock entitles the holder to receive one share of ourmomstock upon vesting.

As of December 31, 2007, approximately283,000 stock options, shares of restricted stmekrestricted stock units were outstand
As of December 31, 2007, approximately 58,810,0G0es of our common stock were available for guadter the 2003 Plan.
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The following table summarizes the stopkion activity under our stock incentive planstioe year ended December 31, 2007 (shares
in thousands):

Weighted
Weighted Average
Average Remaining
Exercise Contractual Intrinsic
Options Price Life (Years) Value
Outstanding at December 31, 2( 71,79: $5.5¢€
Granted 12,71t 3.5t
Exercisec (2,85¢ 1.45
Cancelled or expire (2,049 3.97
Outstanding at December 31, 2( 79,60( 5.3¢ 6.6 $51,48¢
Exercisable at December 31, 2( 49,54¢ 5.94 5.8¢ $44,66"

The weighted average grant date fairevaluoptions granted during the years ended DeceB81he2007, 2006 and 2005 was $1.88,
$3.11 and $6.17, respectively. The total intringitue of stock options exercised during the yeaded December 31, 2007, 2006 and 2005
was $5,286, $51,847 and $76,758, respectively.

As of December 31, 2005, we had $2,07@éérred compensation in connection with stockoostgranted to employees and members
of our board of directors. Such deferred compeosatias reversed to additional paid-in capital inreection with the adoption of SFAS
No. 123R. We also record expense for stock optipasted to consultants based on fair value at &te af grant as determined in accorda
with SFAS No. 123. We recognized stock compensaigrense associated with stock options of $41 489,083 and $13,814 for the years
ended December 31, 2007, 2006 and 2005, respegctivel

The following table summarizes the nosted restricted stock unit activity under our stowentive plans for the year ended
December 31, 2007 (shares in thousands):

Weighted

Average

Restricted Grant Date

Stock Units Fair Value
Outstanding at December 31, 2( 4,08¢ $ 4.64
Granted 2,18¢ 3.5¢
Exercisec (2,575 5.12
Cancelled or expire (76) 1.9¢
Outstanding at December 31, 2( 3,628 $3.7C

The weighted average grant date fairevalurestricted stock units granted during the yesaded December 31, 2006 and 2005 were
$5.57 and $6.11, respectively. The total intringitue of restricted stock units that vested dutirgyear ended December 31, 2007, 2006 anc
2005 was $8,668, $97,846 and $11,625, respectively.

In November 2004, we granted 3,000,0@0eshof restricted common stock. Such shares wesuved and outstanding as of
December 31, 2007. The restrictions applicabléésée shares lapse in equal installments on Noveh&bef each of the five years beginning
on November 18, 2005.
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As of December 31, 2005, we had $24,6Heterred compensation associated with restristeck and restricted stock units. Such
deferred compensation was reversed to additionidtipacapital in connection with the adoption of/A&FNo. 123R in 2006. We recognized
stock compensation expense associated with restritbck units and shares of restricted stock 6féRB, $16,127 and $34,398 for the years
ended December 31, 2007, 2006 and 2005, respsactivel

For the year ended December 31, 2004lserecognized stock compensation expense of $3g8Festricted stock units expected to
be granted for services performed in 2007 or uperstatisfaction of 2007 performance targets. Feytar ended December 31, 2006, we
recognized stock compensation expense of $86,24@dtricted stock units granted in February 2a@&€érvices performed in 2006.

4 01(k) Savings Plan

We sponsor the Sirius Satellite Radio(kp$avings Plan (the “Plan”) for eligible emploged&@he Plan allows eligible employees to
voluntarily contribute from 1% to 50% of their prex salary subject to certain defined limits. Weicha&0% of employee voluntary
contributions, up to 6% of an employee’s pre-tdargain the form of shares of our common stockr @atching contribution vests at a rate
of 33 1/3% for each year of employment and is fultgted after three years of employment. Expermétieg from our matching contribution
to the Plan was $1,551, $1,246 and $926 for thesyeraded December 31, 2007, 2006 and 2005, regplycti

We may also elect to contribute to th&fipsharing portion of the Plan based upon thaltedbmpensation of all participants eligible to
receive an allocation. These additional contrimgiaeferred to as prof#haring contributions, are determined by the corsgion committe
of our board of directors. Employees are only bligito share in profit-sharing contributions durargy year in which they are employed on
the last day of the year. Profit sharing contribntexpense was $4,877, $4,251 and $4,378 for e ynded December 31, 2007, 2006 and
2005, respectively.

12. Income Taxes

Our income tax expense consisted ofalevfing:

For the Years Ended December 31

2007 2006 2005

Current taxes
Federa $ — $ — $ —
State 47¢ — —
Total current taxe $ A7E $ — $ —

Deferred taxes
Federal $ 1,94¢ $ 2,16¢ $ 1,952
State 8 (109 35¢
Total deferred taxe $ 1,957 $ 2,06F $ 2,311
Total income tax expen: $ 2,43¢ $ 2,06% $ 2,311
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The following table indicates the sigadfint elements contributing to the difference betwibe federal tax benefit at the statutory rate
and at our effective rate:

For the Years Ended December 31

2007 2006 2005

Federal tax benefit, at statutory r. $(196,98¢) $(385,98) $(301,24()
State income tax benefit, net of federal ber (22,385 (52,65() (55,419
Change in state tax rat 25,35t 45,91¢ (23,650)
Change in taxes resulting from permanent differenoet (2,70%) (37,639 (24,167
Other 261 (9749

Change in valuation allowan: 198,89 433,38 406,77¢
Income tax expens $ 243t $ 2,06t $ 2,311

The tax effects of temporary differenttest give rise to significant portions of the deéel tax assets and deferred tax liabilities are
presented below:

As of December 31

2007 2006
Deferred tax asset
Net operating loss carryforwar $1,367,74 $1,182,29
Stocl-based award 126,67 139,04¢
Star-up costs capitalized for tax purpo: — 1,904
Capitalized interest expen 42,37( 43,57:
Deferred revenu 18,717 12,35¢
Other 70,39( 64,91(
Total deferred tax ass 1,625,901 1,444,09:
Deferred tax liabilities
Depreciation of property and equipmi (199,809 (216,899)
Amortization of FCC licens (12,777) (10,819
Total deferred tax liabilit (212,579 (227,710
Net deferred tax assets before valuation allowi 1,413,32 1,216,38
Valuation allowanct (1,426,09) (1,227,19)
Net deferred tax liabilit $ (12,77) $ (10,819

The net deferred tax liability of $12,7&1d $10,814 at December 31, 2007 and 2006, resplgcis a result of the difference in
accounting for our FCC license, which is amortipedr 15 years for tax purposes but not amortizeddok purposes. This net deferred tax
liability cannot be offset against our deferred &asets under U.S. generally accepted accountinges since it relates to an indefinite-
lived asset and is not anticipated to reverseénsdme period.

A significant portion of our costs incedrto date have been capitalized for tax purpos@srasult of our status as a start-up enterprise.
Total unamortized start-up costs as of Decembe2@Q7 and 2006 were $0 and $4,787, respectivelgs@leapitalized costs were amortized
over 60 months.

At December 31, 2007, we had net opagdtias (“NOL") carryforwards of approximately $3.5000 for federal and state income tax
purposes available to offset future taxable inconse NOL carryforwards expire on various dategrmng in 2023. We have had several
ownership changes under Section 382 of the Int&raenue Code, which limit our ability to utilizextdeductions. Due to an ownership
change on March 4, 2003, we determined that $393)5Gross deferred tax assets with respect tdvfaeeh 5, 2003 tax loss carryovers will
not be available. This amount was written off agathe valuation allowance in 2003. Furthermor&yrieichanges in our ownership may limit
our ability to utilize our deferred tax asset. Restion of our deferred tax assets is dependent figtore earnings; accordingly, a full
valuation allowance was recorded against the assets
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We adopted the provisions of FIN No. #8January 1, 2007. FIN No. 48 prescribes a recimgnihreshold and measurement attributes
for financial statement recognition and measurernéattax position taken or expected to be takemtix return, as well as criteria on
derecognition, measurement, classification, inteaxgd penalties, accounting in interim periodscldisure and transition. The cumulative
effect of applying this interpretation did not résno any adjustment to retained earnings as ofidgnl, 2007.

13. Lease Obligations

We have entered into cancelable and mmcalable operating leases for office space, ecgrip@and terrestrial repeaters. These leases
provide for minimum lease payments, additional afirg expense charges, leasehold improvementgean@scalations have initial terms
ranging from one to fifteen years, and certaindsdsave options to renew. Total rent expense réoegjim connection with leases for the
years ended December 31, 2007, 2006 and 2005 628481 $15,984 and $14,958, respectiv

Future minimum lease payments under ramcelable leases as of December 31, 2007 werdl@s$o

2008 $12,26:
2009 12,57%
2010 12,18¢
2011 11,40:
2012 11,30:
Thereafte 22,13¢
Total minimum lease paymer $81,86:

14. Commitments and Contingencies
Contractual Cash Commitments

The following table summarizes our expdatontractual cash commitments (other than ddlgailons, cash interest payments and
lease obligations) as of December 31, 2007:

2008 2009 2010 2011 2012 Thereafter Total
Satellite and transmissic $159,82: $ 64,31: $ 28,77¢ $ 7,45¢ $ 7,67¢ $ 41,04¢ $ 309,09
Programming and conte 150,22- 168,19° 160,39! 42,07 19,42 9,661 549,971
Marketing and distributiol 69,77( 22,90: 26,15 18,17: 5,50( — 142,49¢
Chip set development and
production 3,681 — — — — — 3,681
Other 12,62¢ 65C 2 — — — 13,28:
Total contractual cash
commitments $396,12¢ $256,06. $215,32¢ $67,70¢ $32,60! $ 50,71¢ $1,018,53

Satellite and TransmissianVe have entered into agreements with third patteoperate and maintain our off-site satellitertetry,
tracking and control facilities and certain computseof our terrestrial repeater network. We hage ahtered into an agreement with Space
Systems/Loral to design and construct our fifth sixth satellites. Construction of our fifth saitellis expected to be completed in the second
quarter of 2009. We plan to launch this satelltead®roton rocket under a contract we execute@@6 2vith International Launch Services.
We expect to launch our sixth satellite in the fbuquarter of 2010. In January 2008, we enteremlantagreement with International Launch
Services to secure two additional satellite lausdae Proton rockets. We plan to use one of thedeets to launch our sixth satellite. This
agreement provides us the flexibility to defer leludates if we choose. We also have the abiligatel the second of these launches upon
payment of a cancellation fee.
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Programming and ContentWe have entered into agreements with licensopsairamming and other content providers and, itage
instances, are obligated to pay license fees.

Marketing and Distribution We have entered into various marketing, spongoesid distribution agreements to promote our brand
and are obligated to make payments to sponsosdlenst automakers and radio manufacturers un@sethgreements. In addition, certain
programming and content agreements require usrthpse advertising on properties owned or conttddethe licensors. We also reimburse
automakers for certain engineering and developmests associated with the incorporation of SIRIE@as into vehicles they manufacture.

Chip Set Development and ProductioiWe have entered into agreements with third pattedevelop, produce and supply chip sets; to
develop products; and in certain instances to $eentellectual property related to chip sets.

Other.We have entered into various agreements with fharties for general operating purposes and to geobilling and subscriber
management services. Amounts associated with tiggeements are included in the commitments table.

In addition to the contractual cash cotmments described above, we have entered into agrasmwith automakers, radio manufactu
and others that include per-radio, per-subscripershow and other variable cost arrangements.eltusre costs are dependent upon many
factors including our subscriber growth and aréidift to anticipate; however, these costs mayllestantial. We may enter into additional
programming, distribution, marketing and other agnents that contain similar provisions.

Under the terms of a joint developmenmeagient with XM Radio, each party is obligateduod one half of the development cost for a
unified standard for satellite radios. The coslateg to the joint development agreement are bexpgnsed as incurred to engineering, design
and development expense in the accompanying cdasedtl statements of operations. We are currentiplarto determine the expenditures
necessary to complete this process, but we doxpaice that these expenditures will be material.

We are required under the terms of cedgreements to provide letters of credit and dépusnies in escrow, which place restrictions
on our cash and cash equivalents. As of Decemhet(®I7 and 2006, $53,000 and $77,850, respectiweie classified as restricted
investments as a result of our reimbursement diidiga under these letters of credit and escrow siepo

As of December 31, 2007, we have notredtéto any off-balance sheet arrangements osa@ions.
Legal Proceedings

FCC Matters. In April 2006, we learned that XM Radio and twamufacturers of SIRIUS radios had received ingsifiem the FCC
as to whether the FM transmitters in their prodeotsiplied with the FCC’s emissions and frequendgsiuWe promptly began an internal
review of the compliance of the FM transmitter@inumber of our radios. In June 2006, we learnatiatthird manufacturer of SIRIUS
radios had received an inquiry from the FCC ashtietiver the FM transmitters in its products compligtth the FCC’s emissions and
frequency rules. In June 2006, we received a l&ten the FCC making similar inquiries. In July Z)Qve responded to the letter from the
FCC in respect of the preliminary results of owie®. In August 2006, we received a follow-up leé inquiry from the FCC and responded
to the FCC's further inquiry. We continue to coagierwith the FCC's inquiry.

During our internal review, we determirthdt certain of our radios with FM transmittersrevaot compliant with FCC rules. We have
taken a series of actions to correct the problem.

In connection with our internal reviewe wiscovered that certain SIRIUS personnel reqdesnufacturers to produce SIRIUS radios
that were not consistent with the FCC'’s rules. Assult of this review, we are taking significategs to ensure that this situation does not
happen again, including the adoption of a compkaplan, approved by our board of directors, to enthat in the future our products com
with all applicable FCC rules.

The FCC's laboratory has tested a nurobeur products and found them to be compliant whihn FCC's rules. We believe SIRIUS
radios that are currently in production comply watplicable FCC's rules. No health or safety issaresinvolved with these SIRIUS radios
and radios which are factory-installed in new vidsare not affected.

We have retained an engineering compdiaificer to report to our Senior Vice Presidentraérnal Audit, who reports to our Audit
Committee.
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In October 2006, we ceased operatingf ilioterrestrial repeaters which we discovered tbeeh operating at variance to the
specifications and applied to the FCC for new atitynto resume operating these repeaters.

Copyright Royalty Board Proceedingn December 2007, the Copyright Royalty BoardC&B, of the Library of Congress issued its
decision regarding the royalty rate payable bynteun the statutory license covering the performarig®und recordings over our satellite
digital audio radio service for the six-year pergidrting January 1, 2007 and ending December@I2.2Jnder the terms of the CRB’s
decision, we will pay a royalty of 6.0% of grosseaues, subject to certain exclusions, for 20072068, 6.5% for 2009, 7.0% for 2010,
7.5% for 2011 and 8.0% for 2012. SoundExchangeappsealed the decision of the CRB to the UnitedeSt&ourt of Appeals for the District
of Columbia Circuit.

The revenue subject to the royalty inekidubscription revenue from our U.S. satellitétaigqudio radio subscribers and advertising
revenues from channels, other than those charireisiake only incidental performances of soundndings. Exclusions from revenue
subject to the statutory license fee include, ammthgr things, revenue from channels, programmirtgpoducts or other services offered for
a separate charge where such channels make ordgrtal performances of sound recordings; reverara thannels, programming and
products or other services for which the soundnding performances are exempt from any licenseireopent or directly licensed; revenue
from equipment sales; revenue from current andéudiata services (including video services); ietglial property royalties received by us;
credit card, invoice and fulfillment service feasd bad debt expense.

U.S. Electronics Arbitrationin May 2006, U.S. Electronics Inc., a licensedribisitor and a former licensed manufacturer of SIRIU
radios, commenced an arbitration proceeding agasdy.S. Electronics alleges that we breachedatoniract; failed to pay monies owed
under the contract; tortiously interfered with UEBectronics’ relationships with retailers and miatturers; withheld information relating to
the FCC'’s inquiring into SIRIUS radios that incluélel modulators; and otherwise acted in bad faitls.Electronics is seeking between
$75,000 and $110,000 in damages. We believe thalbstantial portion of these damages are barre¢deblymitation of liability provisions
contained in the contract between us and U.S. iBleics. U.S. Electronics contends, and will be pted to try to prove in the arbitration,
that these provisions do not bar its damages bea#uamong other reasons, our alleged bad faiht@mious conduct. We are vigorously
defending this action. A hearing in this arbitratis scheduled to commence in March 2008.

Other Matters. In the ordinary course of business, we are andiafiet in various lawsuits and arbitration procegsljiincluding actions
filed by former employees, parties to contractkeases and owners of patents, trademarks, copgraghither intellectual property. None of
these actions are, in our opinion, likely to haveaterial adverse effect on our business or firemesults.
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15. Quarterly Financial Data (Unaudited)

Our quarterly results of operations arasarized below:

For the Three Months Ended

March 31 June 30 September 3C December 31
2007:
Total revenue $204,03° $226,42° $ 241,78t $ 249,81t
Cost of service (126,26 (121,74 (128,92() (173,030
Loss from operation (135,04) (122,600 (105,69) (149,75
Net loss (144,74)  (134,14) (120,13) (166,22))
Net loss per share (basic and dilut® $ (010 $ (0.09 $ (0.0¢) $ (0.1))
2006:()
Total revenue $ 126,66 $ 150,07¢ $ 167,11: $ 193,38
Cost of service® (342,79) (123,409 (120,62) (157,01)
Loss from operation (446,169 (230,477 (154,15) (236,929
Net loss (458,549 (237,82 (162,899 (245,59)
Net loss per share (basic and dilut(l) $ (039 $ (0.19) $ (0.19 $ (0.19)

(1) The sum of the quarterly net loss per shpmieable to common stockholders (basic and diluteats not necessarily agree to the net

loss per share for the year due to the timing ofoommon stock issuance

(2) The first quarter of 2006 includes $224,818xpense for granting 34,375,000 shares of oumeomstock to Howard Stern and his

agent in January 200

(3) Costs of services are different than amoprdsiously reported due to certain reclassificatiorade in 2007. Specifically, we
reclassified revenue share from sales and markekipgnses; and residuals from sales and marketjpenses to revenue share and
royalties, which is included in cost of servicesadition, we reclassified bad debt expense fremegal and administrative expenses to

customer service and billing expenses, which ikighed in cost of service

F-35




Table of Contents

SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

Schedule [I—Schedule of Valuation and Qualifying Acounts

Balance at

Beginning of Charged to Write -offs/ Balance at
Year Expense Other End of Year

For the year ended December 31, 2
Allowance for Doubtful Account $ 532 $ 4,311 $(3,297) $ 1,55C
Deferred Tax Asset— Valuation Allowance 387,03( 406,77¢ — 793,80¢

For the year ended December 31, 2
Allowance for Doubtful Account $ 1,55C $ 9,37(C $(5,909) $ 5,011
Deferred Tax Asset— Valuation Allowance 793,80t 433,38 — 1,227,19!

For the year ended December 31, 2
Allowance for Doubtful Account $ 5,011 $ 9,00z $(9,40%) $ 4,60¢
Deferred Tax Asset— Valuation Allowance 1,227,19! 198,89 — 1,426,009
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Form ¢-K dated May 30, 2003
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Report on Form 1-K for the year ended December 31, 20t

E-1




Table of Contents

Exhibit Description

4.11 — Third Supplemental Indenture, dated as of OctoBe2004, between the Company and The Bank of Nexk,¥as trustee, relating
to the Company’s 3/ +% Convertible Notes due 2011 (incorporated by exfee to Exhibit 4.1 to the ComparyCurrent Report ¢
Form &K dated October 13, 200¢

4.12 — Indenture, dated as of August 9, 2005, betweeCtmepany and The Bank of New York, as trustee redatio the Company’'s 9 s
% Senior Notes due 2013 (incorporated by referém&xhibit 4.1 to the Company’s Current Report anrk 8-K filed on
August 12, 2005)

4.13 — Common Stock Purchase Warrant granted by the CoyrtpabDaimlerChrysler AG dated October 1, 2007 (mpowated by
reference to Exhibit 4.13 to the Comp’s Quarterly Report on Form -Q for the quarter ended September 30, 2C
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2007).

4.19 — Term Credit Agreement, dated as of June 20, 20@idng the Company, the lenders party thereto, andjdMoStanley Senior
Funding, Inc., as Administrative Agent and Collatekgent (incorporated by reference to Exhibit 1#.the Company’s Current
Report on Form-K dated June 20, 2003
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Subsidiaries
Satellite CD Radio, Inc State of Delawar
Sirius Asset Management Company Ll State of Delawar
Sirius Entertainment Promotions LL State of Delawar
Spend LLC. State of Marylanc
Vernon Merger Corporatio State of Delawar

Earth Station Ecuador Cia. Ltc Quito, Ecuado






EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

We consent to the reference to our firm inlibadnote to ltem 6 — Selected Financial Data ants¢ of reports dated February 29, 2008
in this Annual Report (Form 10-K) of Sirius SatiellRadio Inc. (“Company”), with respect to the aalidated financial statements of Sirius
Satellite Radio Inc. and Subsidiaries and the &ffeness of internal control over financial repogtiof Sirius Satellite Radio Inc., as included
in this Annual Report (Form 10-K) for the year edd#ecember 31, 2007.

Our audits also included the financial stagehschedule of Sirius Satellite Radio Inc. ands&libries listed in Item 15(a). This schedul
the responsibility of the Company’s management. @sponsibility is to express an opinion based unaaidits. In our opinion, as to which
the date is February 29, 2008, the financial statdgrachedule referred to above, when considereglation to the basic financial statements
taken as a whole, present fairly in all materiagbects the information set forth therein.

We consent to the incorporation by referandée following Registration Statements:

Form S-3 No. 333-130949, No. 333-130949, 388-127169, No. 333-115695, No. 333-64344, No. 83302, No. 333-52893, No. 333-
85847, No. 333-86003, No. 333-10446 and No. 333808

Form S-4 No. 333-144845

Form S-8 No. 333-139214, No. 333-133277,3838-125118, No. 333-119479, No. 333-81914, No. 38852, No. 333-65473, No. 333-
15085, No. 33-95118, No. 33-92588, No. 333-31362,383-62818, No. 333-81914, No. 333-100083, N8-B31515, No. 333-106020,
No. 333111221, No. 333-142726 and No. 333-149186

of our reports dated February 29, 2008, with refsfmethe consolidated financial statements anddulleeof Sirius Satellite Radio Inc. and
Subsidiaries and the effectiveness of internalrobover financial reporting of Sirius Satellite dRa Inc., included in this Annual Report
(Form 10-K) of Sirius Satellite Radio Inc. for tiiear ended December 31, 2007.

/sl Ernst & Young, LLP

New York, NY
February 29, 2008






EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Karmazin, the Chief Executive Officer of iis Satellite Radio Inc., certify that:
1. I have reviewed this Annual Report on Forn-K of Sirius Satellite Radio Inc. for the period eddDecember 31, 200

2. Based on my knowledge, this report does not comjnuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ agéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal controls over financial reporting (as defil in Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over finahogporting, or caused such internal control diemcial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regitsadisclosure controls and procedures and preséntbds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any changes inrdggstrant’s internal controls over financial reforg that occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control over
financial reporting; an

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(@) all significant deficiencies and materiaaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) any fraud, whether or not material, thabires management or other employees who havendisant role in the registrant’s
internal control over financial reportin

By: /s/ MEL K ARMAZIN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer,

February 28, 2008






EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, David J. Frear, the Executive Vice President @hief Financial Officer of Sirius Satellite Radit., certify that:
1. I have reviewed this Annual Report on Forn-K of Sirius Satellite Radio Inc. for the period eddDecember 31, 200

2. Based on my knowledge, this report does not comjnuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ agéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal controls over financial reporting (as defil in Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over finahogporting, or caused such internal control diemcial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regitsadisclosure controls and procedures and preséntbds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any changes inrdggstrant’s internal controls over financial reforg that occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control over
financial reporting; an

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(@) all significant deficiencies and materiaaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) any fraud, whether or not material, thabires management or other employees who havendisant role in the registrant’s
internal control over financial reportin

By: /s/ DaviD J. FREAR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

February 28, 2008






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 SiriBatellite Radio Inc. (the “Company”) on Form KGer the period ended December 31, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Mel KarnmazZLhief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sask@nley Act of 2002, that:

(1) The Report fully complies with thejrgrements of Section 13(a) or 15(d) of the SemsiExchange Act of 1934; and

(2) The information contained in the Refairly presents, in all material respects, timamcial condition and results of operations of
the Company.

By: /s/ MEL K ARMAZIN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer’

February 28, 2008

A signed original of this written statement requitey Section 906, or other document authenticatiegnowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written staemhrequired by Section 906, has been
provided to the Company and will be retained byGeenpany and furnished to the Securities and Exgh&ommission or its staff up
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 SiriBatellite Radio Inc. (the “Company”) on Form KGer the period ended December 31, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), |, David Jedft Executive Vice President and Chief

Financial Officer of the Company, certify, pursuémil8 U.S.C. Section 1350, as adopted pursuadédstion 906 of the Sarbanes-Oxley Act
of 2002, that:

(1) The Report fully complies with thejrgrements of Section 13(a) or 15(d) of the SemsiExchange Act of 1934; and

(2) The information contained in the Refairly presents, in all material respects, timamcial condition and results of operations of
the Company.

By: /s/ DaviD J. FREAR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

February 28, 2008

A signed original of this written statement requitey Section 906, or other document authenticatiegnowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written staemhrequired by Section 906, has been
provided to the Company and will be retained byGeenpany and furnished to the Securities and Exgh&ommission or its staff up
request.



