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Approximate date of commencement of proposed sale of the securities to the public:  As soon as practicable after
this registration statement becomes effective and all other conditions to the proposed merger described herein have
been satisfied or waived.

If the securities being registered on this Form are being offered in connection with the formation of a holding
company and there is compliance with General Instruction G, check the following box.  o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering.  o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  o

Amount Proposed Maximum Proposed Maximum Amount of
Title of Each Class of to be Offering Price Aggregate Offering Registration

Securities to be Registered Registered Per Share Price Fee
Common Stock, par value
$0.001 per share 1,701,908,350(1) N/A $4,510,057,126(2) $138,458.75(3)

(1) The number of shares of common stock of the registrant being registered is based upon (x) an estimate of the
maximum number of shares of Class A common stock, par value $0.01 per share, of XM Satellite Radio
Holdings Inc. (�XM�) presently outstanding or issuable or expected to be issued in connection with the merger of
XM with a wholly-owned subsidiary of the registrant multiplied by (y) the exchange ratio of 4.6 shares of
common stock, par value $0.001 per share, of the registrant, for each such share of Class A common stock of
XM.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(f) under the Securities
Act of 1933, as amended. The proposed maximum aggregate offering price for the common stock is the product
of (x) $12.19, the average of the high and low sales prices of XM Class A common stock, as quoted on the
NASDAQ Global Select Market, on July 24, 2007, and (y) 369,980,076, the estimated maximum number of
shares of XM Class A common stock that may be exchanged for the shares of common stock of the registrant
being registered.

(3) Previously paid.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further Amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this joint proxy statement/prospectus is not complete and may be changed. We may not sell the
securities offered by this joint proxy statement/prospectus until the registration statement filed with the Securities
and Exchange Commission is effective. This joint proxy statement/prospectus does not constitute an offer to sell or
a solicitation of an offer to buy any securities in any jurisdiction where an offer, solicitation or sale is not permitted.

PRELIMINARY � SUBJECT TO COMPLETION � DATED OCTOBER 3, 2007

PROPOSED MERGER � YOUR VOTE IS VERY IMPORTANT

Each of the boards of directors of Sirius Satellite Radio Inc. and XM Satellite Radio Holdings Inc. has approved a
strategic merger, combining SIRIUS and XM in what we intend to be a �merger of equals.� We believe that the
proposed merger will allow XM and SIRIUS to provide more choices for their respective subscribers and that the
combined company will be better positioned to compete in the rapidly evolving audio entertainment marketplace.

XM and SIRIUS have entered into an agreement and plan of merger pursuant to which XM and SIRIUS will combine
their businesses through the merger of XM with a newly formed, wholly-owned subsidiary of SIRIUS, with XM
thereupon becoming a wholly-owned subsidiary of SIRIUS.

In the proposed merger, XM stockholders will receive 4.6 shares of SIRIUS common stock for each share of XM
Class A common stock, referred to as XM common stock. This exchange ratio is fixed and will not be adjusted to
reflect stock price changes prior to the closing. SIRIUS� stockholders will continue to own their existing shares, which
will not be affected by the merger. Upon completion of the merger, XM�s former stockholders will own approximately
49.7% of the then outstanding SIRIUS common stock, based on the number of shares of SIRIUS outstanding on
October 2, 2007 and of XM outstanding on October 1, 2007. The value of the merger consideration to be received in
exchange for each share of XM common stock will fluctuate with the market price of SIRIUS common stock.

Based on the closing sale price for SIRIUS common stock on February 16, 2007, the last trading day before public
announcement of the merger, the 4.6 exchange ratio represented approximately $17.02 in value for each share of XM
common stock. Based on the closing sale price for SIRIUS common stock on October 2, 2007, the latest practicable
date before the printing of this joint proxy statement/prospectus, which we refer to as this Proxy Statement, the 4.6
exchange ratio represented approximately $16.01 in value for each share of XM common stock.

SIRIUS common stock is listed on the NASDAQ Global Select Market under the symbol �SIRI�. XM common stock is
listed on the NASDAQ Global Select Market under the symbol �XMSR.� We urge you to obtain current market
quotations for the shares of SIRIUS and XM.

Your vote is very important. The merger cannot be completed unless SIRIUS stockholders approve the amendment
to SIRIUS� certificate of incorporation and the issuance of SIRIUS capital stock in the merger and XM stockholders
adopt the merger agreement. Each of XM and SIRIUS is holding a special meeting of its stockholders to vote on the
proposals necessary to complete the merger. Information about these meetings, the merger and the other business to be
considered by stockholders is contained in this Proxy Statement. We urge you to read this Proxy Statement carefully.
You should also carefully consider the risk factors beginning on page 16.
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Whether or not you plan to attend your respective company�s special meeting of stockholders, please submit
your proxy as soon as possible to make sure that your shares are represented at that meeting.

The SIRIUS board of directors recommends that SIRIUS stockholders vote FOR the proposals to approve the
amendment to SIRIUS� certificate of incorporation and the issuance of SIRIUS capital stock in the merger, both
of which are necessary to effect the merger.

The XM board of directors recommends that XM stockholders vote FOR the proposal to adopt the merger
agreement.

Mel Karmazin Gary M. Parsons
Chief Executive Officer Chairman of the Board of Directors
Sirius Satellite Radio Inc. XM Satellite Radio Holdings Inc.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the securities to be issued in connection with the merger or determined if this Proxy Statement
is accurate or complete. Any representation to the contrary is a criminal offense.

This Proxy Statement is dated October 3, 2007, and is first being mailed to stockholders of XM and SIRIUS on or
about October 9, 2007.
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ADDITIONAL INFORMATION

This Proxy Statement incorporates by reference important business and financial information about SIRIUS and XM
from other documents that are not included in or delivered with this Proxy Statement. For a listing of the documents
incorporated by reference into this Proxy Statement, see �Where You Can Find More Information�. This information is
available to you without charge upon your written or oral request. You can obtain the documents incorporated by
reference into this document through the Securities and Exchange Commission website at http://www.sec.gov or by
requesting them in writing or by telephone at the appropriate address below:

By Mail:  Sirius Satellite Radio Inc.
1221 Avenue of the Americas
36th Floor
New York, New York 10020
Attention: Investor Relations

By Telephone: (212) 584-5100

By Mail:  XM Satellite Radio Holdings Inc.
1500 Eckington Place, NE
Washington, DC 20002
Attention: Investor Relations

By Telephone: (202) 380-4000

You may also obtain documents incorporated by reference into this Proxy Statement by requesting them in writing or
by telephone from MacKenzie Partners, Inc., SIRIUS� proxy solicitor, or D.F. King & Co., Inc., XM�s proxy solicitor,
at the following addresses and telephone numbers:

By Mail:  MacKenzie Partners, Inc.
105 Madison Avenue
New York, New York 10016

By
Telephone:

(800) 322-2885 (toll free)
(212) 929-5500 (collect)

By Mail:  D.F. King & Co., Inc.
48 Wall Street
New York, New York 10005

By Telephone: (800) 487-4870 (toll free)

To receive timely delivery of the documents in advance of the meetings, you should make your request no later
than November 6, 2007.

VOTING ELECTRONICALLY OR
BY TELEPHONE
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SIRIUS stockholders of record on the close of business on October 2, 2007, the record date for the SIRIUS special
meeting, may submit their proxies by telephone or Internet by following the instructions on their proxy card or voting
form. If you have any questions regarding whether you are eligible to submit your proxy by telephone or by Internet,
please contact MacKenzie Partners, Inc. by telephone at (800) 322-2885 (toll free) or (212) 929-5500 (collect) or via
email at proxy@mackenziepartners.com.

XM stockholders of record on the close of business on October 1, 2007, the record date for the XM special meeting,
may submit their proxies by telephone or Internet by following the instructions on their proxy card or voting form. If
you have any questions regarding whether you are eligible to submit your proxy by telephone or by Internet, please
contact D.F. King & Co., Inc. by telephone at (800) 487-4870 (toll free) or via email at info@dfking.com.
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON TUESDAY, NOVEMBER 13, 2007

To the Stockholders of Sirius Satellite Radio Inc.:

A special meeting of stockholders of Sirius Satellite Radio Inc. will be held in The Auditorium at The Equitable
Center, 787 Seventh Avenue, New York, New York 10019, on November 13, 2007 at 9:00 a.m., local time, for the
following purposes:

1. To amend SIRIUS� certificate of incorporation to increase the number of authorized shares of SIRIUS common
stock (the �Charter Amendment�).

2. To approve the issuance of SIRIUS common stock, par value $0.001 per share, and SIRIUS Series A convertible
preferred stock, par value $0.001 per share, a new series of SIRIUS preferred stock, pursuant to the Agreement and
Plan of Merger, dated as of February 19, 2007, by and among Sirius Satellite Radio Inc., Vernon Merger Corporation
and XM Satellite Radio Holdings Inc., as the same may be amended from time to time (the �Share Issuance�).

3. To approve any motion to adjourn or postpone the special meeting to a later date or dates, if necessary, to solicit
additional proxies if there are insufficient votes at the time of the special meeting.

4. To transact such other business as may properly come before the special meeting or any adjournment or
postponement thereof.

Proposals 1 and 2 are conditioned on each other and approval of each is required for completion of the merger.

The accompanying Proxy Statement further describes the matters to be considered at the meeting. A copy of the
merger agreement has been included as Annex A to the Proxy Statement.

The SIRIUS board of directors has set October 2, 2007 as the record date for the special meeting. Only holders of
record of SIRIUS common stock at the close of business on October 2, 2007 will be entitled to notice of and to vote at
the special meeting and any adjournments or postponements thereof. Any stockholder entitled to attend and vote at the
meeting is entitled to appoint a proxy to attend and vote on such stockholder�s behalf. Such proxy need not be a holder
of SIRIUS common stock. To ensure your representation at the special meeting, please complete and return the
enclosed proxy card or submit your proxy by telephone or through the Internet. Please vote promptly whether or
not you expect to attend the special meeting. Submitting a proxy now will not prevent you from being able to vote at
the special meeting by attending in person and casting a vote.

The SIRIUS board of directors recommends that you vote FOR the proposal to amend SIRIUS� certificate of
incorporation to increase the number of authorized shares of common stock, FOR the proposal to approve the
issuance of SIRIUS common stock and SIRIUS Series A convertible preferred stock in the merger and FOR the
proposal to approve any motion to adjourn or postpone the special meeting to a later date or dates if necessary
to solicit additional proxies.
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By Order of the Board of Directors,

PATRICK L. DONNELLY
Executive Vice President, General Counsel and Secretary
New York, New York

October 3, 2007

PLEASE VOTE YOUR SHARES PROMPTLY.  YOU CAN FIND INSTRUCTIONS FOR VOTING ON THE
ENCLOSED PROXY CARD. IF YOU HAVE QUESTIONS ABOUT THE PROPOSALS OR ABOUT
VOTING YOUR SHARES, PLEASE CALL MACKENZIE PARTNERS, INC. AT (800) 322-2885 (TOLL
FREE) OR (212) 929-5500 (COLLECT) OR VIA EMAIL AT PROXY@MACKENZIEPARTNERS.COM.
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON TUESDAY, NOVEMBER 13, 2007

To the Stockholders of XM Satellite Radio Holdings Inc.:

A special meeting of stockholders of XM Satellite Radio Holdings Inc. will be held at The Renaissance Mayflower
Hotel, 1127 Connecticut Avenue, NW, Washington, DC 20036, on November 13, 2007 at 3:00 p.m., local time, for
the following purposes:

1. To adopt the Agreement and Plan of Merger, dated as of February 19, 2007, by and among Sirius Satellite Radio
Inc., Vernon Merger Corporation and XM Satellite Radio Holdings Inc., as the same may be amended from time to
time.

2. To approve any motion to adjourn or postpone the special meeting to a later date or dates, if necessary, to solicit
additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal to adopt the
merger agreement.

3. To transact such other business as may properly come before the special meeting or any adjournment or
postponement thereof.

The accompanying Proxy Statement further describes the matters to be considered at the special meeting. A copy of
the merger agreement has been included as Annex A to this Proxy Statement.

The XM board of directors has set October 1, 2007 as the record date for the special meeting. Only holders of record
of shares of XM common stock at the close of business on October 1, 2007 will be entitled to notice of and to vote at
the special meeting and any adjournments or postponements thereof. To ensure your representation at the special
meeting, please complete and return the enclosed proxy card or submit your proxy by telephone or through the
Internet. Please vote promptly whether or not you expect to attend the special meeting. Submitting a proxy now will
not prevent you from being able to vote at the special meeting by attending in person and casting a vote.

The board of directors of XM recommends that you vote FOR the proposal to adopt the merger agreement and
FOR the proposal to approve any motion to adjourn or postpone the Special Meeting to a later date or dates if
necessary to solicit additional proxies.

By Order of the Board of Directors,

Gary M. Parsons
Chairman of the Board of Directors

October 3, 2007
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PLEASE VOTE YOUR SHARES PROMPTLY.  YOU CAN FIND INSTRUCTIONS FOR VOTING ON THE
ENCLOSED PROXY CARD. IF YOU HAVE QUESTIONS ABOUT THE PROPOSALS OR ABOUT
VOTING YOUR SHARES, PLEASE CONTACT D.F. KING & CO., INC. BY TELEPHONE AT
(800) 487-4870 (TOLL FREE) OR VIA EMAIL AT INFO@DFKING.COM.
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QUESTIONS AND ANSWERS ABOUT THE MEETINGS

The following questions and answers briefly address some commonly asked questions about the SIRIUS and the XM
special meetings. They may not include all the information that is important to stockholders of XM and SIRIUS. We
urge stockholders to read carefully this entire Proxy Statement, including the annexes and the other documents
referred to herein.

Q: Why am I receiving these materials?

A: We are sending you these materials to help you decide how to vote your shares of XM or SIRIUS stock with
respect to their proposed merger.

The merger cannot be completed unless XM stockholders adopt the merger agreement, and SIRIUS stockholders
approve the amendment of SIRIUS� certificate of incorporation and the issuance of SIRIUS capital stock in the
merger. Each of SIRIUS and XM is holding its special meeting of stockholders to vote on the proposals
necessary to complete the merger. Information about these meetings, the merger and the other business to be
considered by stockholders is contained in this Proxy Statement.

We are delivering this document to you as both a joint proxy statement of XM and SIRIUS and a prospectus of
SIRIUS. It is a joint proxy statement because each of our boards of directors is soliciting proxies from its
stockholders. It is a prospectus because SIRIUS will exchange shares of its common stock for shares of XM in
the merger.

Q: What will stockholders receive in the merger?

A: In the proposed merger, holders of XM common stock will receive 4.6 shares of SIRIUS common stock for each
share of XM common stock. This exchange ratio is fixed and will not be adjusted to reflect stock price changes
prior to the closing.

The sole holder of XM�s Series A convertible preferred stock, General Motors, will similarly receive 4.6 shares of
SIRIUS Series A convertible preferred stock, a newly designated series of preferred stock of SIRIUS.

SIRIUS� stockholders will continue to own their existing shares, which will not be affected by the merger.

Q: When do XM and SIRIUS expect to complete the merger?

A: XM and SIRIUS expect to complete the merger after all conditions to the merger in the merger agreement are
satisfied or waived, including after stockholder approvals are received at the special meetings of XM and SIRIUS
and all required regulatory approvals are received. SIRIUS and XM currently expect to complete the merger by
the end of 2007. However, it is possible that factors outside of either company�s control could require SIRIUS or
XM to complete the merger at a later time or not to complete it at all.

Q: How do the boards of directors of SIRIUS and XM recommend that I vote?

A: The SIRIUS board of directors recommends that holders of SIRIUS common stock vote FOR the proposal to
amend SIRIUS� certificate of incorporation and FOR the proposal to approve the issuance of SIRIUS common
stock and preferred stock in the merger.
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The XM board of directors recommends that XM stockholders vote FOR the proposal to adopt the merger
agreement.

Q: What do I need to do now?

A: After carefully reading and considering the information contained in this Proxy Statement, please vote your
shares as soon as possible so that your shares will be represented at your respective company�s special meeting.
Please follow the instructions set forth on the proxy card or on the voting instruction form provided by the record
holder if your shares are held in the name of your broker or other nominee.

Q: How do I vote?

A: You may vote before your company�s special meeting in one of the following ways:

iv
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� use the toll-free number shown on your proxy card;

� visit the website shown on your proxy card to vote via the Internet; or

� complete, sign, date and return the enclosed proxy card in the enclosed postage-paid envelope.

You may also cast your vote in person at your company�s special meeting.

If your shares are held in �street name�, through a broker, bank or other nominee, that institution will send you
separate instructions describing the procedure for voting your shares. �Street name� stockholders who wish to vote
at the meeting will need to obtain a proxy form from the institution that holds their shares.

Q: When and where are the SIRIUS and XM special meetings of stockholders?

A: The special meeting of SIRIUS stockholders will be held in The Auditorium at The Equitable Center,
787 Seventh Avenue, New York, New York 10019 at 9:00 a.m., local time, on Tuesday, November 13, 2007.
Subject to space availability, all stockholders as of the record date, or their duly appointed proxies, may attend the
meeting. Since seating is limited, admission to the meeting will be on a first-come, first-served basis. Registration
and seating will begin at 8:30 a.m., local time.

The special meeting of XM stockholders will be held at the Renaissance Mayflower Hotel, 1127 Connecticut
Avenue, NW, Washington, DC 20036 at 3:00 p.m., local time, on Tuesday, November 13, 2007. Subject to space
availability, all stockholders as of the record date, or their duly appointed proxies, may attend the meeting. Since
seating is limited, admission to the meeting will be on a first-come, first-served basis. Registration and seating
will begin at 2:30 p.m., local time.

Q: If my shares are held in �street name� by a broker or other nominee, will my broker or nominee vote my
shares for me?

A: Your broker or other nominee does not have authority to vote on the proposals described in this Proxy Statement.
Your broker or other nominee will vote your shares held by it in �street name� with respect to these matters ONLY
if you provide instructions to it on how to vote. You should follow the directions your broker or other nominee
provides.

Q: What constitutes a quorum?

Stockholders who hold a majority in voting power of the SIRIUS common stock issued and outstanding as of the
close of business on the record date and who are entitled to vote must be present or represented by proxy in order
to constitute a quorum to conduct business at the SIRIUS special meeting.

Stockholders who hold a majority in voting power of the XM common stock issued and outstanding as of the
close of business on the record date and who are entitled to vote must be present or represented by proxy in order
to constitute a quorum to conduct business at the XM special meeting.

Q: What vote is required to approve each proposal?

A: To amend the certificate of incorporation of SIRIUS: the affirmative vote of a majority of the outstanding shares
of common stock of SIRIUS entitled to vote is required to approve the amendment to the certificate of
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incorporation to increase the authorized number of shares of common stock, which is referred to in this Proxy
Statement as the Charter Amendment.

To issue SIRIUS common stock and Series A convertible preferred stock in the merger: the affirmative vote of a
majority of the SIRIUS shares voting on the proposal is required to approve the issuance of SIRIUS common
stock and Series A convertible preferred stock in the merger, which is referred to in this Proxy Statement as the
Share Issuance.

To approve the merger agreement: the affirmative vote of a majority of the outstanding shares of XM common
stock entitled to vote is required to approve the merger agreement, which is referred to in this Proxy Statement as
the Merger Proposal.

v
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Q: What if I do not vote on the matters relating to the merger?

A: If you are a SIRIUS stockholder and you fail to vote or fail to instruct your broker or other nominee how to vote
on the Charter Amendment, your failure to vote will have the same effect as a vote against the Charter
Amendment. If you respond with an �abstain� vote, your proxy will have the same effect as a vote against this
proposal. If you respond but do not indicate how you want to vote on the Charter Amendment, your proxy will be
counted as a vote in favor of the Charter Amendment.

If you are a SIRIUS stockholder and you fail to vote or fail to instruct your broker or other nominee how to vote
on the Share Issuance, it will have no effect on the outcome of the vote for this proposal. Similarly, if you
respond with an �abstain� vote, your proxy will have no effect on the outcome of the vote for this proposal. If you
respond but do not indicate how you want to vote on the Share Issuance, your proxy will be counted as a vote in
favor of the Share Issuance.

The approval of the Charter Amendment and the Share Issuance are conditioned on each other, and approval of
each is required for completion of the merger.

If you are an XM stockholder and you fail to vote or fail to instruct your broker or other nominee how to vote on
the Merger Proposal, it will have the same effect as a vote against the Merger Proposal. If you respond with an
�abstain� vote on the Merger Proposal, your proxy will have the same effect as a vote against the Merger Proposal.
If you respond but do not indicate how you want to vote on the Merger Proposal, your proxy will be counted as a
vote in favor of the Merger Proposal.

Q: What if I hold shares in both XM and SIRIUS?

A. If you are a stockholder of both XM and SIRIUS, you will receive two separate packages of proxy materials. A
vote as an XM stockholder for the Merger Proposal will not constitute a vote as a SIRIUS stockholder for the
Charter Amendment or the Share Issuance, or vice versa. Therefore, please sign, date and return all proxy cards
that you receive, whether from XM or SIRIUS, or vote as both an XM and SIRIUS stockholder by internet or
telephone.

Q: May I change my vote after I have delivered my proxy or voting instruction card?

A: Yes. You may change your vote at any time before your proxy is voted at your special meeting. You may do this
in one of four ways:

� by sending a notice of revocation to the corporate secretary of SIRIUS or XM, as applicable;

� by sending a completed proxy card bearing a later date than your original proxy card;

� by logging onto the Internet website specified on your proxy card in the same manner you would to submit
your proxy electronically or by calling the telephone number specified on your proxy card, in each case if you
are eligible to do so and following the instructions on the proxy card; or

� by attending your special meeting and voting in person. Your attendance alone will not revoke any proxy.

If you choose any of the first three methods, you must take the described action no later than the beginning of the
applicable special meeting.
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If your shares are held in an account at a broker or other nominee, you should contact your broker or other
nominee to change your vote.

Q: What are the material U.S. federal income tax consequences of the merger?

A: SIRIUS and XM intend for the merger to qualify as a reorganization within the meaning of Section 368(a) of the
Internal Revenue Code of 1986, which we refer to as the Code, for U.S. federal income tax purposes.
Accordingly, a holder of XM common stock generally will not recognize any gain or loss for U.S. federal income
tax purposes upon the exchange of the holder�s shares of XM common stock for shares of SIRIUS common stock
pursuant to the merger.

vi
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Q: Do I have appraisal rights?

A: Holders of XM common stock or SIRIUS common stock will not be entitled to exercise any appraisal rights in
connection with the merger.

Q: Should I send in my stock certificates now?

A: No. Please do not send your stock certificates with your proxy card.

If you are a holder of XM common stock, you will receive written instructions from the exchange agent after the
merger is completed on how to exchange your stock certificates for SIRIUS common stock. SIRIUS stockholders
will not be required to exchange their stock certificates in connection with the merger. SIRIUS stockholders
holding stock certificates should keep their stock certificates both now and after the merger is completed.

Q: What if I hold XM and SIRIUS stock options or other stock-based awards?

A: SIRIUS stock options and other equity-based awards, including restricted stock units, will remain outstanding
and will not be affected by the merger.

In the merger, all outstanding XM employee stock options and other stock-based awards will be converted into
options and stock-based awards of SIRIUS, and those options and awards will entitle the holder to receive
SIRIUS common stock. The number of shares issuable under those options and awards, and, if applicable, the
exercise prices for those options and awards, will be adjusted based on the exchange ratio.

Q: Who should I contact if I have any questions about the proxy materials or voting power?

A: If you have any questions about the merger or if you need assistance in submitting your proxy or voting your
shares or need additional copies of the Proxy Statement or the enclosed proxy card, you should contact the proxy
solicitation agent for the company in which you hold shares.

If you are a SIRIUS stockholder, you should contact MacKenzie Partners, Inc., the proxy solicitation agent for
SIRIUS. If you are an XM stockholder, you should contact D.F. King & Co., Inc., the proxy solicitation agent for
XM. If your shares are held in a stock brokerage account or by a bank or other nominee, you should call your
broker or other nominee for additional information.

vii
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SUMMARY

This summary highlights selected information contained in this joint proxy statement/prospectus, referred to as this
Proxy Statement, and does not contain all the information that may be important to you. SIRIUS and XM urge you to
read carefully this Proxy Statement in its entirety, as well as the annexes. Additional, important information is also
contained in the documents incorporated by reference into this Proxy Statement; see �Where You Can Find More
Information� beginning on page 97. Unless stated otherwise, all references in this Proxy Statement to SIRIUS are to
Sirius Satellite Radio Inc., all references to XM are to XM Satellite Radio Holdings Inc. and all references to the
merger agreement are to the Merger Agreement, dated as of February 19, 2007, by and among SIRIUS, Vernon
Merger Corporation and XM, a copy of which is attached as Annex A to this Proxy Statement.

The Merger

Each of the boards of directors of XM and SIRIUS has approved a strategic merger, combining XM and SIRIUS in
what the parties intend to be a �merger of equals.� SIRIUS and XM have entered into an agreement and plan of merger
pursuant to which SIRIUS and XM will combine their businesses through the merger of XM with a newly formed,
wholly-owned subsidiary of SIRIUS, with XM thereupon becoming a wholly-owned subsidiary of SIRIUS. In the
proposed merger, XM stockholders will receive 4.6 shares of SIRIUS common stock for each share of XM common
stock. This exchange ratio is fixed and will not be adjusted to reflect stock price changes prior to the closing. SIRIUS�
stockholders will continue to own their existing shares, which will not be affected by the merger.

The Parties

SIRIUS

SIRIUS is a satellite radio provider in the United States. It offers over 130 channels to its subscribers � 69 channels of
100% commercial-free music and 65 channels of sports, news, talk, entertainment, traffic, weather and data content.
The core of the SIRIUS enterprise is programming; SIRIUS is committed to creating the best programming in all of
radio.

SIRIUS broadcasts through its proprietary satellite radio system, which currently consists of three orbiting satellites,
124 terrestrial repeaters that receive and retransmit SIRIUS� signal, a satellite uplink facility and its studios.
Subscribers receive their service through SIRIUS radios, which are sold by automakers, consumer electronics
retailers, mobile audio dealers and through SIRIUS� website. Subscribers can also receive SIRIUS� music channels and
certain other channels over the Internet. As of June 30, 2007, SIRIUS had 7,142,538 subscribers.

For the year ended December 31, 2006, SIRIUS had revenues of approximately $637 million and a net loss of
approximately $1.1 billion. For the six months ended June 30, 2007, SIRIUS had revenues of approximately
$430 million and a net loss of approximately $279 million.

SIRIUS was incorporated in the State of Delaware as Satellite CD Radio Inc. on May 17, 1990. SIRIUS� principal
offices are located at 1221 Avenue of the Americas, 36th Floor, New York, New York 10020, and its telephone
number is (212) 584-5100.

XM

XM is a satellite radio provider in the United States. It offers over 170 channels to its subscribers � 69 channels of
100% commercial-free music and over 100 channels of news, talk, information, entertainment and sports
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programming. XM believes that it appeals to consumers because of its innovative and diverse programming,
nationwide coverage, many commercial-free music channels and digital sound quality.

XM broadcasts through its proprietary satellite radio system, which currently consists of two orbiting satellites, two
in-orbit spare satellites, terrestrial repeaters that receive and retransmit XM�s signal, satellite uplink facilities and its
studios. Subscribers receive their service through XM radios, which are sold by automakers, consumer electronics
retailers, mobile audio dealers and through XM�s website. Subscribers can also receive XM
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music channels and certain other channels over the Internet. As of June 30, 2007, XM had over 8.25 million
subscribers.

For the year ended December 31, 2006, XM had revenues of approximately $933 million and a net loss of
approximately $719 million. For the six months ended June 30, 2007, XM had revenues of approximately
$541 million and a net loss of approximately $298 million.

XM is a holding company and was incorporated in the State of Delaware as AMRC Holdings, Inc. on May 16, 1997.
XM�s principal offices are located at 1500 Eckington Place, NE, Washington, DC 20002, and XM�s telephone number
at that location is (202) 380-4000.

Merger Sub

Vernon Merger Corporation, or Merger Sub, a wholly-owned subsidiary of SIRIUS, is a Delaware corporation formed
on February 15, 2007, for the purpose of effecting the merger. Upon completion of the merger, Merger Sub will merge
with and into XM, and XM will become a wholly-owned subsidiary of SIRIUS.

Merger Sub has not conducted any activities other than those incidental to its formation and the matters contemplated
by the merger agreement, including the preparation of applicable regulatory filings in connection with the merger.

The Merger

A copy of the merger agreement is attached as Annex A to this Proxy Statement. We encourage you to read the entire
merger agreement carefully because it is the principal document governing the merger. For more information on the
merger agreement, see �The Merger Agreement� beginning on page 52.

Consideration to be Received in the Merger by XM Stockholders

Each outstanding share of XM common stock will be converted into the right to receive 4.6 shares of SIRIUS
common stock in the merger, which we refer to as the exchange ratio. Each outstanding share of Series A convertible
preferred stock of XM will be similarly converted into the right to receive 4.6 shares of SIRIUS Series A convertible
preferred stock, a newly-designated series of preferred stock of SIRIUS, in the merger, having substantially the same
powers, designations, preferences, rights and qualifications, limitations and restrictions as the stock so converted.

Holders of XM common stock will not receive any fractional SIRIUS shares in the merger. Instead, the total number
of shares that each holder of XM common stock will receive in the merger will be rounded down to the nearest whole
number, and SIRIUS will pay cash for any resulting fractional share that an XM stockholder otherwise would be
entitled to receive. The amount of cash payable for a fractional share of SIRIUS common stock will be determined by
multiplying the fraction by the average closing price for SIRIUS common stock on the last trading day immediately
prior to the merger.

The merger agreement provides for adjustments to the exchange ratio to reflect fully the effect of any stock split,
reverse stock split, stock dividend (including any dividend or distribution of securities convertible into XM Series A
convertible preferred stock, common stock or SIRIUS common stock), reorganization, recapitalization,
reclassification or other like change with respect to XM Series A convertible preferred stock, SIRIUS common stock
or XM common stock with a record date prior to the merger. For a more complete description of the merger
consideration, see �The Merger Agreement � Consideration to be Received in the Merger� beginning on page 52.

Treatment of Stock Options and Other Stock-based Awards
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SIRIUS stock options and other equity-based awards, including restricted stock units, will remain outstanding and will
not be affected by the merger.
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XM

In the merger, all outstanding XM employee stock options and other stock-based awards will be converted into
options and stock-based awards of SIRIUS, and those options and awards will entitle the holder to receive SIRIUS
common stock. The number of shares issuable under those options and awards, and the exercise prices for those
options and awards, will be adjusted based on the exchange ratio.

For a more complete discussion of the treatment of XM options and other stock-based awards, see �The Merger
Agreement � Treatment of XM Options and Other Stock-based Awards� beginning on page 61.

Directors and Executive Management Following the Merger

The SIRIUS board of directors after the merger will initially consist of 12 directors. Mel Karmazin, SIRIUS� Chief
Executive Officer, or CEO, and a member of the SIRIUS board of directors, will remain CEO of the combined
company and a member of the board of directors. Gary M. Parsons, XM�s Chairman, will become chairman of the
board of directors of the combined company. Of the remaining 10 directors, XM and SIRIUS will each designate four
directors, who will qualify as independent directors, and XM will designate two additional directors (one will be a
designee of General Motors and the other will be a designee of American Honda).

For a more complete discussion of the directors and management of SIRIUS, see �The Merger � Interests of Directors
and Executive Officers in the Merger� beginning on page 43.

Recommendations of the SIRIUS Board of Directors

After careful consideration, the SIRIUS board of directors recommends that holders of SIRIUS common stock vote
FOR the Charter Amendment and the Share Issuance.

For a more complete description of SIRIUS� reasons for the merger and the recommendations of the SIRIUS board of
directors, see �The Merger � Reasons for the Merger� and �� SIRIUS Board of Directors� Recommendations� beginning on
pages 22 and 24, respectively.

Recommendation of the XM Board of Directors

After careful consideration, the XM board of directors recommends that holders of XM common stock vote FOR the
Merger Proposal.

For a more complete description of XM�s reasons for the merger and the recommendation of the XM board of
directors, see �The Merger � Reasons for the Merger� and �� XM Board of Directors� Recommendation� beginning on pages
22 and 25, respectively.

Opinions of Financial Advisor

SIRIUS Financial Advisor

SIRIUS� board of directors considered the analyses of Morgan Stanley & Co. Incorporated, and Morgan Stanley
rendered an opinion that, as of February 18, 2007 and based upon and subject to the factors and assumptions set forth
in the opinion, the exchange ratio pursuant to the merger agreement was fair, from a financial point of view, to
SIRIUS. The full text of the Morgan Stanley opinion, dated February 18, 2007, is attached as Annex B to this Proxy
Statement. You are urged to read the opinion carefully in its entirety for a description of the assumptions on the
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review undertaken.

Morgan Stanley provided its opinion for the use and benefit of the SIRIUS board of directors in connection with its
consideration of the merger. The Morgan Stanley opinion is not intended to be and does not constitute a
recommendation to any stockholder as to how that stockholder should vote or act with respect to the proposed merger
or any other matter described in this Proxy Statement. Morgan Stanley was not requested to opine as to, and its
opinion does not in any manner address, SIRIUS� underlying business decision to proceed with or effect the merger.
The summary of the Morgan Stanley opinion in this Proxy Statement is qualified in its entirety by reference to the full
text of the opinion.

3

Edgar Filing: SIRIUS SATELLITE RADIO INC - Form S-4/A

Table of Contents 30



Table of Contents

Pursuant to the terms of the engagement letter with Morgan Stanley, SIRIUS has agreed to pay Morgan Stanley a
transaction fee of $10 million for services rendered in connection with the merger, which will be paid only if the
merger is successfully completed. Also, pursuant to the engagement letter, Morgan Stanley will be eligible to receive
an additional fee of up to $7.5 million, payable at the sole discretion of the SIRIUS board of directors. In the event
that the merger agreement is terminated, Morgan Stanley is entitled to receive 15% of any breakup fee paid to SIRIUS
as a result of such termination, up to a maximum amount of $10 million. In addition, SIRIUS has agreed to indemnify
Morgan Stanley and its affiliates, their respective directors, officers, agents and employees and each person, if any,
controlling Morgan Stanley or any of its affiliates against certain liabilities and expenses, including certain liabilities
under the federal securities laws, related to or arising out of Morgan Stanley�s engagement. SIRIUS and Morgan
Stanley entered into the engagement letter on the same day as Morgan Stanley issued its opinion. However, services
performed prior to February 18, 2007 were subject to the same parameters as set forth in the engagement letter and no
separate fee will be paid for any such services.

For a more complete description of Morgan Stanley�s opinion, see �The Merger � Opinion of Financial Advisor to the
SIRIUS Board of Directors� beginning on page 27. See also Annex B to this Proxy Statement.

XM Financial Advisor

The XM board of directors considered the analyses of J.P. Morgan Securities Inc., and JPMorgan rendered its oral
opinion that, as of February 18, 2007 and based upon and subject to the factors and assumptions set forth in its
opinion, the exchange ratio in the merger was fair, from a financial point of view, to the holders of XM common
stock. JPMorgan subsequently confirmed its oral opinion by delivering its written opinion, dated February 20, 2007,
the full text of which is attached as Annex C to this Proxy Statement. You are urged to read the opinion carefully in its
entirety for a description of the assumptions on the review undertaken.

JPMorgan provided its opinion for the use and benefit of the XM board of directors in connection with its
consideration of the merger. The JPMorgan opinion is not intended to be and does not constitute a recommendation to
any stockholder as to how that stockholder should vote or act with respect to the proposed merger or any other matter
described in this Proxy Statement. JPMorgan was not requested to opine as to, and its opinion does not in any manner
address, XM�s underlying business decision to proceed with or effect the merger. The summary of the JPMorgan
opinion in this Proxy Statement is qualified in its entirety by reference to the full text of the opinion.

For services rendered in connection with the merger (including the delivery of its opinion), XM has agreed to pay
JPMorgan $12,500,000, a substantial portion of which is dependent on completion of the merger. In addition, XM has
agreed to reimburse JPMorgan for its expenses incurred in connection with its services, including the fees and
disbursements of counsel, and will indemnify JPMorgan against certain liabilities, including liabilities arising under
the federal securities laws.

For a more complete description of the JPMorgan opinion, see �The Merger � Opinion of Financial Advisor to the XM
Board of Directors� beginning on page 35. See also Annex C to this Proxy Statement.

Interests of Directors and Executive Officers in the Merger

You should be aware that some of the directors and officers of SIRIUS and XM have interests in the merger that are
different from, or are in addition to, the interests of stockholders generally. These interests relate to the treatment of
equity-based compensation awards held by directors and executive officers of XM in the merger, the appointment of
Gary M. Parsons, currently XM�s chairman, as chairman of the board of directors of the combined company, the
appointment of Mel Karmazin, currently CEO and member of the board of directors of SIRIUS, as CEO of the
combined company, the appointment of six designees of XM (which may be existing XM directors) and four SIRIUS
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designees (which may be existing SIRIUS directors) as directors of the combined company after the merger,
change-in-control severance arrangements covering XM�s executive officers and one SIRIUS executive officer,
general severance provisions for other SIRIUS executive officers and the indemnification of XM�s and SIRIUS�
directors and officers by SIRIUS.

For a further discussion of interests of directors and executive officers in the merger, see �The Merger � Interests of
Directors and Executive Officers in the Merger� beginning on page 43.
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Material U.S. Federal Income Tax Consequences of the Merger

XM and SIRIUS intend for the merger to qualify as a reorganization within the meaning of Section 368(a) of the Code
for U.S. federal income tax purposes. Accordingly, a holder of XM common stock generally will not recognize any
gain or loss for U.S. federal income tax purposes upon the exchange of the holder�s shares of XM common stock for
shares of SIRIUS common stock pursuant to the merger. It is a condition to each of XM�s and SIRIUS� respective
obligations to complete the merger that it receives a separate legal opinion, at the effective time of the merger, that the
merger will be treated as a reorganization within the meaning of Section 368(a) of the Code for U.S. federal income
tax purposes.

For a more complete description of the material U.S. federal income tax consequences of the merger, see �Material
U.S. Federal Income Tax Consequences� beginning on page 50.

The tax consequences of the merger to you may depend on your own situation. In addition, you may be subject to
state, local or foreign tax laws that are not addressed in this Proxy Statement. You are urged to consult with your own
tax advisor for a full understanding of the tax consequences of the merger to you.

Accounting Treatment of the Merger

The merger will be accounted for as an acquisition by SIRIUS of XM under the purchase method of accounting
according to U.S. generally accepted accounting principles.

No Appraisal Rights

Under Section 262 of the General Corporation Law of the State of Delaware, the holders of SIRIUS common stock
and the holders of XM common stock do not have appraisal rights in connection with the merger. However, the holder
of XM Series A convertible preferred stock will have the right to seek appraisal of the fair value of its shares under the
Delaware General Corporation Law.

Regulatory Matters

FCC Approval.  Both XM and SIRIUS are subject to regulation by the Federal Communications Commission, which
we refer to as the FCC, and the FCC must approve the transfer to the combined company of control of certain licenses
held by XM and SIRIUS or their respective subsidiaries as a result of the merger. As part of the approval process, the
FCC released a public notice seeking comments on the consolidated application for authority to transfer control that
SIRIUS and XM filed on March 20, 2007 and released a notice of proposed rule making seeking public comments on
whether language prohibiting the transfer of control of both satellite radio licenses to a single entity in a 1997 order is
a rule and if so whether the rule should be changed to allow the merger. While we believe that this approval will be
obtained, there can be no assurance of this or that burdensome conditions will not be imposed as a condition of this
approval. If such conditions would, individually or in the aggregate, reasonably be expected to have a material adverse
effect on the combined company following the merger, the parties may determine not to proceed with the merger. This
FCC approval may not be obtained before our stockholders vote on the merger. Each party�s obligations to complete
the merger are subject to receipt of FCC approval and either party can terminate the merger agreement if the requisite
approval has been denied and the denial has become final and non-appealable. In this case, the terminating party
would not be required to pay a termination fee.

United States Antitrust Approval.  The merger is also subject to the expiration or termination of the applicable waiting
period under the U.S. antitrust laws. The merger agreement requires SIRIUS and XM to satisfy any conditions or
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divestiture requirements imposed upon them by regulatory authorities, unless the conditions or divestitures would
reasonably be expected to have a material adverse effect on the combined company after completion of the merger. In
this case, neither XM nor SIRIUS will be obligated to effect the merger and the merger agreement can be terminated
by their mutual consent. In addition, either party can terminate the merger agreement if the merger has not been
effected by March 1, 2008. In either case, no termination fee is due. Subject to the terms and conditions of the merger
agreement, each party will use its reasonable best efforts to prepare and file as promptly as practicable all
documentation to effect all necessary applications, notices, filings and other documents and to obtain, as promptly as
practicable, the required regulatory approvals in order to consummate the merger or
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any of the other transactions contemplated by the merger agreement. The United States antitrust approval may not be
obtained before our stockholders vote on the merger. Either SIRIUS or XM has the right to terminate the merger
agreement if any requisite regulatory approval has been denied and the denial has become final and non-appealable. In
this case, the terminating party would not be required to pay a termination fee.

For a more complete discussion of regulatory matters relating to the merger, see �The Merger � Regulatory Approvals
Required for the Merger� beginning on page 47.

Conditions to Completion of the Merger

We expect to complete the merger after all the conditions to the merger in the merger agreement are satisfied or
waived, including after we receive stockholder approvals at the special meetings of SIRIUS and XM and receive all
required regulatory approvals. We currently expect to complete the merger by the end of 2007. However, it is possible
that factors outside of our control could require us to complete the merger at a later time or not to complete it at all.

Each party�s obligation to complete the merger is subject to the satisfaction or waiver of various conditions, including
the following:

� receipt of the required stockholder approvals;

� receipt of NASDAQ authorization for listing of SIRIUS common stock to be issued in the merger or reserved
for issuance upon exercise of converted XM equity awards;

� receipt of FCC approval for the merger;

� expiration or termination of the waiting period under U.S. antitrust laws;

� receipt of any other required regulatory approvals;

� the SEC declaring effective the registration statement, of which this Proxy Statement is a part, and the
registration statement not being subject to any stop order or threatened stop order;

� no injunctions, restraints, legal restraints or prohibitions preventing the consummation of the merger;

� no action taken by any governmental entity, or other circumstance, which imposes any restriction upon SIRIUS
or the combined company which would have a material adverse effect on SIRIUS after the effective time of the
merger;

� accuracy of the other party�s representations and warranties in the merger agreement, including their
representation that no material adverse change has occurred;

� the other party�s compliance with its obligations under the merger agreement; and

� receipt of opinions of counsel relating to the U.S. federal income tax treatment of the merger.

The merger agreement provides that any or all of these conditions may be waived, in whole or in part, by SIRIUS or
XM, to the extent legally allowed. Neither XM nor SIRIUS currently expects to waive any material condition to the
completion of the merger. If either SIRIUS or XM determines to waive any condition to the merger that would result
in a material and adverse change in the terms of the merger to XM or SIRIUS stockholders (including any change in
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the tax consequences of the transaction to XM stockholders), proxies would be resolicited from the SIRIUS or XM
stockholders, as applicable. For a more complete discussion of the conditions to the merger, see �The Merger
Agreement � Conditions to Completion of the Merger� beginning on page 56.

Debt Restructuring

As a result of the merger, an offer to repurchase a significant portion of XM�s outstanding debt at 101% of the
principal amount thereof may be required and additional funds to finance the repurchase may not be available on
terms favorable to the combined company or at all. Any required repurchase offers would likely be financed with
other debt. At June 30, 2007, the aggregate principal amount of XM�s outstanding notes was approximately
$1.5 billion and none of XM�s outstanding notes were trading above 101% of the outstanding principal amount. We
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believe that if the notes are trading above 101% at the time of any repurchase offer, a large majority of the holders
would be unlikely to sell their notes to XM in the repurchase offer. Moreover, SIRIUS may consider repurchasing
outstanding debt in connection with the merger. Any repurchase would likely be financed with other debt. At June 30,
2007, the aggregate principal amount of SIRIUS� long-term debt was approximately $1.3 billion.

Timing of the Merger

The merger is expected to be completed by the end of 2007, subject to the receipt of necessary regulatory approvals
and the satisfaction or waiver of other closing conditions. For a discussion of the timing of the merger, see �The
Merger Agreement � Closing and Effective Time of the Merger� beginning on page 52.

No Solicitation of Other Offers

In the merger agreement, each of XM and SIRIUS has agreed that it will not directly or indirectly:

� solicit, initiate, encourage or knowingly facilitate any acquisition proposal;

� participate in any discussions or negotiations regarding, or furnish to any person any confidential information
in connection with, or knowingly facilitate any effort or attempt to make or implement, an acquisition
proposal; or

� approve or recommend, or enter into, any letter of intent, merger agreement, option agreement or other similar
agreement related to any acquisition proposal or propose or agree to do any of the foregoing.

The merger agreement does not, however, prohibit either party from considering a bona fide acquisition proposal from
a third party if certain specified conditions are met. For a discussion of the prohibition on solicitation of acquisition
proposals from third parties, see �The Merger Agreement � No Solicitation� beginning on page 58.

Termination of the Merger Agreement

Generally, the merger agreement may be terminated and the merger may be abandoned at any time prior to the
completion of the merger (including after stockholder approval):

� by mutual written consent of SIRIUS and XM; or

� by either party, if:

� a governmental entity that must grant a requisite regulatory approval has denied approval of the merger and
the denial has become final and non-appealable, or any governmental entity issues an order, decree or ruling
or taken any other action permanently restraining, enjoining or otherwise prohibiting the merger, and such
order, decree, ruling or other action has become final and non-appealable;

� the merger is not consummated on or before March 1, 2008;

� the other party breached any of the agreements or representations in the merger agreement, in a way that the
related condition to closing would not be satisfied, and this breach is either incurable or not cured within
45 days;

� 
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the required approval by the stockholders of SIRIUS or XM has not been obtained at the respective
stockholders meeting or any adjournment or postponement thereof; or

� the board of directors of the other party changes its recommendation that its stockholders vote in favor of the
merger.

Termination Fees and Expenses

Either party will be paid a $175 million termination fee by the other party if (i) the board of directors of the other party
has, pursuant to the merger agreement, made an adverse recommendation and such party has timely elected to
terminate the merger agreement; (ii) it is entitled but fails to terminate the merger agreement in connection with such
change in recommendation and the other party materially breaches its obligations under the
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merger agreement by failing to call its stockholder meeting or prepare and mail this Proxy Statement; or (iii) the other
party has effected a change in recommendation other than in accordance with the provisions of the merger agreement
or approved, recommended or entered into an agreement with respect to an acquisition proposal other than in
accordance with the provisions of the merger agreement.

In addition, if (i) either party terminates the merger agreement because the stockholder vote required to approve the
merger has not been obtained upon a vote taken at the other party�s stockholders meeting and (ii) before the other
party�s stockholders meeting an acquisition proposal is communicated to the senior management or board of directors
of the other party, then this party shall pay one-third of $175 million. If within twelve months of the date of the
merger termination, the other party or any of its subsidiaries executes or consummates any acquisition proposal, then
it shall pay the remaining two-thirds of $175 million.

Furthermore, if (i) either party terminates the merger agreement because the merger is not consummated on or before
March 1, 2008 or a party terminates the merger agreement because the other party breached any of the covenants or
agreements or any of the representations or warranties in the merger agreement, (ii) before such termination there is a
�public proposal� with respect to the other party, and (iii) following the occurrence of the public proposal, the other
party breached intentionally or recklessly (and not cured after notice) any of its representations, warranties, covenants
or agreements set forth in the merger agreement, which shall have materially contributed to the failure of the closing
to occur prior to the termination of the merger agreement, then the breaching party shall pay one-third of the
$175 million termination fee. If within twelve months of the date of the merger termination, the breaching party or any
of its subsidiaries executes or consummates any acquisition proposal, then the breaching party shall pay the remaining
two-thirds of the $175 million termination fee.

This termination fee could discourage other companies from seeking to acquire or merge with either XM or SIRIUS.
See �The Merger Agreement � Termination�, �� Effect of Termination� and �� Termination Fees and Expenses� beginning on
pages 59 and 60, respectively.

Matters to be Considered at the Special Meetings

SIRIUS

SIRIUS stockholders will be asked to vote on the following proposals:

� to amend SIRIUS� certificate of incorporation to increase the number of authorized shares of SIRIUS common
stock in connection with the merger, which is referred to in this Proxy Statement as the Charter Amendment;

� to approve the issuance of SIRIUS common stock, par value $0.001 per share, and a new series of SIRIUS
preferred stock in the merger, which is referred to in this Proxy Statement as the Share Issuance;

� to approve any motion to adjourn or postpone the SIRIUS special meeting to another time or place, if
necessary, to solicit additional proxies; and

� to conduct any other business that properly comes before the SIRIUS special meeting or any adjournment or
postponement thereof.

The first two proposals listed above relating to the merger are conditioned upon each other and the approval of each
such proposal is required for completion of the merger.
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The SIRIUS board of directors recommends that SIRIUS stockholders vote FOR all of the proposals set forth above,
as more fully described under �SIRIUS Special Meeting� beginning on page 64.

XM

XM stockholders will be asked to vote on the following proposals:

� to adopt the merger agreement, which is referred to in this Proxy Statement as the Merger Proposal;
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� to approve any motion to adjourn or postpone the XM special meeting to another time or place, if necessary, to
solicit additional proxies; and

� to conduct any other business that properly comes before the XM special meeting and any adjournment or
postponement thereof.

The XM board of directors recommends that XM stockholders vote FOR all of the proposals set forth above, as more
fully described under �XM Special Meeting� beginning on page 69.

Voting by SIRIUS and XM Directors and Executive Officers

On October 2, 2007, the record date set by the SIRIUS board of directors, directors and executive officers of SIRIUS
and their affiliates owned and were entitled to vote 109,020,285 shares of SIRIUS common stock, or approximately
7.4%, of the total voting power of the shares of SIRIUS common stock outstanding on that date. On October 1, 2007,
the record date set by the XM board of directors, directors and executive officers of XM and their affiliates owned and
were entitled to vote 23,622,274 shares of XM common stock, or approximately 7.5% of the shares of XM common
stock outstanding on that date.

9
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SELECTED HISTORICAL FINANCIAL DATA OF SIRIUS

The following table sets forth certain of SIRIUS� consolidated financial data as of and for each of the periods
indicated. The financial information for the year ended December 31, 2002, 2003, 2004, 2005 and 2006, and as of
December 31, 2002, 2003, 2004, 2005 and 2006 is derived from SIRIUS� audited consolidated financial statements
which are incorporated by reference into this Proxy Statement. The consolidated financial information as of and for
the six-month periods ended June 30, 2006 and 2007 is derived from SIRIUS� unaudited consolidated financial
statements incorporated by reference into this Proxy Statement. In SIRIUS� opinion, such unaudited consolidated
financial statements include all adjustments (consisting of normal recurring adjustments) necessary for a fair
presentation of our financial position and results of operations for such periods. Interim results for the six months
ended June 30, 2007 are not necessarily indicative of, and are not projections for, the results to be expected for the full
year ending December 31, 2007.

The selected historical financial data below should be read in conjunction with the consolidated financial statements
that are incorporated by reference into this document and their accompanying notes.

Six Months Ended
Year Ended December 31, June 30,

2002 2003 2004 2005 2006 2006 2007
(In thousands, except per share amounts)

Statements of
Operations Data:
Total revenue $ 805 $ 12,872 $ 66,854 $ 242,245 $ 637,235 $ 276,742 $ 430,464
Loss from operations (313,127) (437,530) (678,304) (829,140) (1,067,724) (676,641) (257,645)
Net loss(1) (422,481) (226,215) (712,162) (862,997) (1,104,867) (696,372) (278,892)
Net loss applicable to
common
stockholders(1) (468,466) (314,423) (712,162) (862,997) (1,104,867) (696,372) (278,892)
Net loss per share
applicable to common
stockholders (basic and
diluted) $ (6.13) $ (0.38) $ (0.57) $ (0.65) $ (0.79) $ (0.50) $ (0.19)
Weighted average
common shares
outstanding (basic and
diluted) 76,394 827,186 1,238,585 1,325,739 1,402,619 1,395,549 1,459,701
Balance Sheet Data:
Cash and cash
equivalents $ 18,375 $ 520,979 $ 753,891 $ 762,007 $ 393,421 $ 534,963 $ 424,749
Marketable securities 155,327 28,904 5,277 117,250 15,500 48,625 4,654
Restricted investments 7,200 8,747 97,321 107,615 77,850 108,315 78,160
Total assets 1,340,940 1,617,317 1,957,613 2,085,362 1,658,528 1,811,396 1,688,272
Long-term debt, net of
current portion 670,357 194,803 656,274 1,084,437 1,068,249 1,083,929 1,281,742

46,914 � � � � � �
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Accrued interest, net of
current portion
Preferred stock 531,153 � � � � � �
Accumulated deficit (927,479) (1,153,694) (1,865,856) (2,728,853) (3,833,720) (3,425,225) (4,112,612)
Stockholders� (deficit)
equity(2) 36,846 1,325,194 1,000,633 324,968 (389,071) (57,123) (539,476)

(1) Net loss and net loss applicable to common stockholders for the year ended December 31, 2003 included other
income of $256,538 related to our debt restructuring.

(2) No cash dividends were declared or paid in any of the periods presented.
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SELECTED HISTORICAL FINANCIAL DATA OF XM

The following table sets forth certain of XM�s consolidated financial data as of and for each of the periods indicated.
The financial information for the year ended December 31, 2002, 2003, 2004, 2005 and 2006, and as of December 31,
2002, 2003, 2004, 2005 and 2006 is derived from XM�s audited consolidated financial statements which are
incorporated by reference into this Proxy Statement. The consolidated financial information as of and for the
six-month periods ended June 30, 2006 and 2007 is derived from XM�s unaudited consolidated financial statements
incorporated by reference into this Proxy Statement. In XM�s opinion, such unaudited consolidated financial
statements include all adjustments (consisting of normal recurring adjustments) necessary for a fair presentation of
XM�s financial position and results of operations for such periods. Interim results for the six months ended June 30,
2007 are not necessarily indicative of, and are not projections for, the results to be expected for the full year ending
December 31, 2007.

The selected historical financial data below should be read in conjunction with the consolidated financial statements
that are incorporated by reference into this document and their accompanying notes.

Year Ended December 31, Six Months Ended June 30,
2002 2003 2004 2005 2006 2006 2007

(In thousands, except per share amounts)

Statements of
Operations Data:
Total revenue $ 20,181 $ 91,781 $ 244,443 $ 558,266 $ 933,417 $ 435,852 $ 541,387
Loss from operations (438,780) (454,458) (461,041) (555,535) (403,098) (202,453) (196,037)
Net loss (495,012) (584,535) (642,368) (666,715) (718,872) (378,330) (298,185)
Net loss applicable to
common
stockholders(1) (515,871) (604,880) (651,170) (675,312) (731,692) (383,048) (298,185)
Net loss per share
applicable to common
stockholders (basic and
diluted) $ (5.95) $ (4.83) $ (3.30) $ (3.07) $ (2.70) $ (1.47) $ (0.97)
Weighted average
common shares
outstanding (basic and
diluted) 86,735 125,176 197,318 219,620 270,587 259,866 306,155
Balance Sheet Data:
Cash and cash
equivalents $ 32,818 $ 418,307 $ 717,867 $ 710,991 $ 218,216 $ 431,087 $ 275,392
Marketable securities � � � 23,006 5,860 5,985 7,938
Restricted investments 29,742 4,151 4,492 5,438 2,098 2,658 196
Total assets 1,160,280 1,526,782 1,821,635 2,223,661 1,840,618 2,147,594 1,812,958
Long-term debt, net of
current portion 412,540 743,254 948,741 1,035,584 1,286,179 1,341,066 1,476,720
Preferred stock 119 114 60 60 54 55 54
Accumulated deficit (885,986) (1,470,521) (2,112,889) (2,779,604) (3,498,476) (3,157,934) (3,796,661)
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Stockholders� (deficit)
equity(2) 592,311 532,888 336,163 80,948 (397,880) (185,938) (659,861)

(1) Net loss applicable to common stockholders includes stock dividends and retirement losses relating to Series B
and C preferred stock.

(2) No cash dividends were declared or paid in any of the periods presented.
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SUMMARY UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL DATA

The following summary unaudited pro forma condensed combined financial information is designed to show how the
merger of SIRIUS and XM might have affected historical financial statements if the merger had been completed at an
earlier time and was prepared based on the historical financial results reported by SIRIUS and XM. The following
should be read in connection with �Unaudited Pro Forma Condensed Combined Financial Statements� beginning on
page 72 and the SIRIUS and XM audited consolidated financial statements, which are incorporated by reference into
this Proxy Statement.

The unaudited pro forma balance sheet data assumes that the merger took place on June 30, 2007 and combines
SIRIUS� consolidated balance sheet as of June 30, 2007 with XM�s consolidated balance sheet as of June 30, 2007. The
unaudited pro forma statements of operations data for the six months ended June 30, 2007 and for the year ended
December 31, 2006 give effect to the merger as if it occurred on January 1, 2006.

The pro forma condensed combined financial data is presented for illustrative purposes only and is not necessarily
indicative of the financial condition or results of operations of future periods or the financial condition or results of
operations that actually would have been realized had the entities been a single company during these periods.

Year Ended Six Months Ended
December 31, June 30,

2006 2007
(In thousands, except per share

amounts)

Statements of Operations Data:
Total revenue $ 1,570,652 $ 971,851
Loss from operations (1,598,489) (517,515)
Net loss (1,925,506) (637,290)
Net loss applicable to common stockholders (1,938,326) (637,290)
Net loss per share applicable to common stockholders (basic and diluted) $ (0.73) $ (0.22)
Weighted average common shares outstanding (basic and diluted) 2,663,151 2,901,898

As of
June 30,
2007

(In thousands)

Balance Sheet Data:
Cash and cash equivalents $ 700,141
Marketable securities 12,592
Restricted investments 78,356
Total assets 10,263,300
Long-term debt, net of current portion 2,774,792
Preferred stock 25
Accumulated deficit (4,112,612)
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Stockholders� equity 5,037,958
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COMPARATIVE PER SHARE DATA (UNAUDITED)

The following table shows per share data regarding loss from continuing operations, book value per share and cash
dividends for SIRIUS and XM on a historical, pro forma combined basis. The pro forma book value per share
information was computed as if the merger had been completed on June 30, 2007. The pro forma loss from continuing
operations information was computed as if the merger had been completed on January 1, 2006. The XM pro forma
equivalent information was calculated by multiplying the corresponding pro forma combined data by the exchange
ratio of 4.6 to 1.0. This information shows how each share of XM common stock would have participated in the
combined companies� losses from continuing operations and book value per share if the merger had been completed on
the relevant dates. These amounts do not necessarily reflect future per share amounts of earnings (losses) from
continuing operations and book value per share of the combined company.

The following unaudited comparative per share data is derived from the historical consolidated financial statements of
each of SIRIUS and XM. The information below should be read in conjunction with the audited consolidated financial
statements and accompanying notes of SIRIUS and XM, which are incorporated by reference into this Proxy
Statement. We urge you also to read �Unaudited Pro Forma Condensed Combined Financial Statements� beginning on
page 72.

As of and As of and
For the Year For the Six

Ended Months Ended
December 31, June 30,

2006 2007

Sirius Satellite Radio Inc.
Loss from continuing operations per common share � basic and diluted $ (0.79) $ (0.19)
Book value per share (0.27) (0.37)
Cash dividends � �
XM Satellite Radio Holdings Inc.
Loss from continuing operations per common share � basic and diluted $ (2.70) $ (0.97)
Book value per share (1.30) (2.15)
Cash dividends � �
Sirius Satellite Radio Inc. Pro Forma Combined
Loss from continuing operations per common share � basic and diluted $ (0.73) $ (0.22)
Book value per share N/A 1.75
Cash dividends � �
XM Satellite Radio Holdings Inc. Pro Forma Equivalent(1)
Loss from continuing operations per common share � basic and diluted $ (3.36) $ (1.01)
Book value per share N/A 8.05
Cash dividends � �

(1) XM Satellite Radio Holdings Inc. pro forma equivalent amounts are calculated by multiplying pro forma
combined per share amounts by the exchange ratio of 4.6.
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MARKET PRICES AND DIVIDENDS AND OTHER DISTRIBUTIONS

Stock Prices

The table below sets forth, for the calendar quarters indicated, the high and low sales prices per share of SIRIUS
common stock and XM common stock, both of which trade on the NASDAQ Global Select Market under the symbol
�SIRI� and �XMSR,� respectively.

SIRIUS
Common Stock XM Common Stock
High Low High Low

2005
First Quarter $ 7.85 $ 5.13 $ 38.28 $ 27.99
Second Quarter 6.80 4.42 34.83 26.16
Third Quarter 7.61 6.20 37.31 32.57
Fourth Quarter 7.98 5.70 36.91 26.99
2006
First Quarter 6.82 4.36 30.46 19.66
Second Quarter 5.57 3.60 24.21 12.77
Third Quarter 4.77 3.62 14.98 9.63
Fourth Quarter 4.37 3.50 16.08 9.91
2007
First Quarter 4.26 3.18 17.70 12.80
Second Quarter 3.25 2.66 13.04 10.37
Third Quarter (through October 2, 2007) 3.59 2.71 15.03 10.50

On February 16, 2007, the last trading day before the public announcement of the signing of the merger agreement,
the sales price per share of SIRIUS common stock was $3.70 and the last sales price per share of XM common stock
was $13.98, in each case on the NASDAQ Global Select Market. On October 2, 2007, the latest practicable date
before the date of this Proxy Statement, the last sales price per share of SIRIUS common stock was $3.48 and the last
sales price per share of XM common stock was $14.50, in each case on the NASDAQ Global Select Market.

Dividends and Other Distributions

SIRIUS has never paid cash dividends on its common stock. It currently intends to retain earnings, if any, for use in its
business and does not anticipate paying any cash dividends in the foreseeable future. SIRIUS� 95/8% Senior Notes due
2013 and the terms of its credit facilities restrict its ability to pay dividends.

XM has never paid any dividends on its common stock. XM Satellite Radio Inc., a subsidiary of XM, is restricted by
the indentures governing its senior notes from paying dividends to XM, which, in turn, significantly limits XM�s
ability to pay dividends. XM does not intend to pay cash dividends on its common stock in the foreseeable future.

The board of directors of the combined company will determine the new dividend policy, but it is expected that no
dividends will be paid in the foreseeable future.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

We make forward-looking statements in this Proxy Statement and in the documents that are incorporated by reference.
These forward-looking statements relate to outlooks or expectations for earnings, revenues, expenses, asset quality or
other future financial or business performance, strategies or expectations, or the impact of legal, regulatory or
supervisory matters on business, results of operations or financial condition. Specifically, forward looking statements
may include:

� statements relating to the benefits of the merger, including anticipated synergies and cost savings estimated to
result from the merger;

� statements relating to future business prospects, number of subscribers, revenue, income and financial
condition; and

� statements preceded by, followed by or that include the words �estimate,� �plan,� �project,� �forecast,� �intend,� �expect,�
�anticipate,� �believe,� �seek,� �target� or similar expressions.

These statements reflect management judgment based on currently available information and involve a number of
risks and uncertainties that could cause actual results to differ materially from those in the forward-looking statements.
With respect to these forward-looking statements, each of XM and SIRIUS management has made assumptions
regarding, among other things, subscriber and network usage, subscriber growth and retention, pricing, operating costs
and the economic environment.

Future performance cannot be ensured. Actual results may differ materially from those in the forward-looking
statements. Some factors that could cause actual results to differ include:

� the ability to obtain governmental approvals of the merger on the proposed terms and time schedule, and
without the imposition of significant terms, conditions, obligations or restrictions;

� the risk that the businesses will not be integrated successfully;

� expected cost savings from the merger may not be fully realized within the expected time frames or at all;

� revenues following the merger may be lower than expected;

� the effects of vigorous competition in the markets in which SIRIUS and XM operate;

� an adverse change in the ratings afforded to debt securities by rating agencies or a lower rating afforded to the
combined company�s debt securities;

� the possibility of one or more of the markets in which XM and SIRIUS compete being impacted by changes in
political or other factors such as monetary policy, legal and regulatory changes or other external factors over
which they have no control;

� the ability of the combined company to obtain debt financing on terms favorable to it or at all, whether to
complete any required repurchase of outstanding debt or otherwise;

� changes in general economic and market conditions; and
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� other risks referenced from time to time in filings with the SEC and those factors listed or incorporated by
reference into this Proxy Statement under �Risk Factors� beginning on page 16.

You are cautioned not to place undue reliance on any forward-looking statements, which speak only as of the date of
this Proxy Statement, or in the case of a document incorporated by reference, as of the date of that document. Except
as required by law, neither SIRIUS nor XM undertakes any obligation to publicly update or release any revisions to
these forward-looking statements to reflect any events or circumstances after the date hereof or to reflect the
occurrence of unanticipated events.

Additional factors that could cause actual results to differ materially from those expressed in the forward-looking
statements are discussed in reports filed with the SEC by XM and SIRIUS. See �Where You Can Find More
Information� beginning on page 97 for a list of the documents incorporated by reference.
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RISK FACTORS

In addition to the other information contained or incorporated by reference into this Proxy Statement, you should
carefully consider the following risk factors in deciding how to vote on the merger. In addition, you should read and
consider the risks associated with each of the businesses of SIRIUS and XM because these risks will also relate to the
combined company. Certain of these risks can be found in the documents incorporated by reference into this Proxy
Statement.

Because the market price of SIRIUS common stock will fluctuate, XM stockholders cannot be sure of the
market value of the SIRIUS common stock that they will receive.

When we complete the merger, shares of XM common stock will be converted into the right to receive 4.6 shares of
SIRIUS common stock. The exchange ratio is fixed and will not be adjusted for changes in the market price of either
SIRIUS common stock or XM common stock. The merger agreement does not provide for any price-based
termination right. Accordingly, the market value of the shares of SIRIUS common stock that SIRIUS grants and XM
stockholders will be entitled to receive when we complete the merger will depend on the market value of shares of
SIRIUS common stock at the time that we complete the merger and could vary significantly from the market value on
the date of this Proxy Statement or the date of the XM special meeting. The market value of the shares of SIRIUS
common stock will continue to fluctuate after the completion of the merger. For example, during the first and the
second calendar quarters of 2007, the market price of SIRIUS common stock ranged from a low of $2.66 to a high of
$4.26, all as reported on the NASDAQ Global Select Market. See �Market Prices and Dividends and Other
Distributions� on page 14.

These variations could result from changes in the business, operations or prospects of XM or SIRIUS prior to or
following the merger, regulatory considerations, general market and economic conditions and other factors both
within and beyond the control of SIRIUS or XM. We may complete the merger a considerable period after the date of
the SIRIUS special meeting and the XM special meeting.

The issuance of shares of SIRIUS common stock to XM stockholders in the merger will substantially reduce the
percentage interests of SIRIUS stockholders.

If the merger is completed, SIRIUS will issue up to approximately 1.7 billion shares of SIRIUS common stock in the
merger. Based on the number of shares of SIRIUS and XM common stock outstanding on the SIRIUS and XM record
dates, XM stockholders before the merger will own, in the aggregate, approximately 50% of the shares of common
stock outstanding immediately after the merger. The issuance of shares of SIRIUS common stock to XM stockholders
in the merger and to holders of assumed options and restricted stock units to acquire shares of XM common stock and
warrants will cause a significant reduction in the relative percentage interest of current SIRIUS stockholders in
earnings, voting, liquidation value and book and market value.

Uncertainty about the merger and diversion of management could harm XM, SIRIUS or the combined
company, whether or not the merger is completed.

In response to the announcement of the merger, existing or prospective subscribers, retailers, radio manufacturers,
automakers and programming providers of XM or SIRIUS may delay or defer their purchasing or other decisions
concerning XM or SIRIUS, or they may seek to change their existing business relationship. In addition, as a result of
the merger, current and prospective employees could experience uncertainty about their future with XM or SIRIUS or
the combined company. These uncertainties may impair each company�s ability to retain, recruit or motivate key
personnel. Completion of the merger will also require a significant amount of time and attention from management.
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The diversion of management attention away from ongoing operations could adversely affect ongoing operations and
business relationships.
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Failure to complete the merger for regulatory or other reasons could adversely affect SIRIUS and XM stock
prices and their future business and financial results.

Completion of the merger is conditioned upon, among other things, the receipt of certain regulatory and antitrust
approvals, including from the Federal Communications Commission and under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended, and approval of SIRIUS and XM�s stockholders. There is no assurance that
we will receive the necessary approvals or satisfy the other conditions to the completion of the merger. Failure to
complete the proposed merger would prevent SIRIUS and XM from realizing the anticipated benefits of the merger.
Each company will also remain liable for significant transaction costs, including legal, accounting and financial
advisory fees. In addition, XM and Hugh Panero, XM�s former CEO, agreed to end his employment in August 2007
and, consequently, Mr. Panero will receive severance payments and benefits pursuant to his employment agreement.
The cash payments under the employment agreement will be approximately $4.9 million in the aggregate. These
payments are not conditioned upon the completion of the merger. Also, Nathaniel Davis, XM�s President, is currently
serving as interim Chief Executive Officer of XM, but XM may have to select a permanent replacement for
Mr. Panero if the merger is not completed. In addition, the market price of each company�s common stock may reflect
various market assumptions as to whether the merger will occur. Consequently, the completion of, or failure to
complete, the merger could result in a significant change in the market price of SIRIUS and XM�s common stock.

Any delay in completion of the merger may significantly reduce the benefits expected to be obtained from the
merger.

In addition to the required regulatory clearances and approvals, the merger is subject to a number of other conditions
beyond the control of XM and SIRIUS that may prevent, delay or otherwise materially adversely affect its completion.
See �The Merger � Regulatory Approvals Required for the Merger� beginning on page 47 and �The Merger Agreement �
Conditions to Completion of the Merger� beginning on page 56. XM and SIRIUS cannot predict whether and when
these other conditions will be satisfied. Further, the requirements for obtaining the required clearances and approvals
could delay the completion of the merger for a significant period of time or prevent it from occurring. Any delay in
completing the merger may significantly reduce the synergies and other benefits that SIRIUS and XM expect to
achieve if they successfully complete the merger within the expected timeframe and integrate their respective
businesses.

The ability to complete the merger is subject to the receipt of consents and approvals from government entities,
which may impose conditions that could have an adverse effect on SIRIUS or XM or could cause either party to
abandon the merger.

In deciding whether to grant regulatory or antitrust approvals, the relevant governmental entities will consider the
effect of the merger on competition within their relevant jurisdictions. The terms and conditions of the approvals that
are granted may impose requirements, limitations or costs or place restrictions on the conduct of the combined
company�s business.

The merger agreement may require us to accept significant conditions from regulatory bodies before either of us may
refuse to close the merger on the basis of those regulatory conditions. Neither XM nor SIRIUS can provide any
assurance that either company will obtain the necessary approvals or that any other conditions, terms, obligations or
restrictions will not have a material adverse effect on the combined company following the merger. In addition, we
can provide no assurance that these conditions, terms, obligations or restrictions will not result in the delay or
abandonment of the merger. See �The Merger � Regulatory Approvals Required for the Merger� beginning on page 47
and �The Merger Agreement � Conditions to Completion of the Merger� beginning on page 56.
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The anticipated benefits of the merger may not be realized fully or at all or may take longer to realize than
expected.

The merger involves the integration of two companies that have previously operated independently with principal
offices in two distinct locations. Due to legal restrictions, SIRIUS and XM have conducted only limited
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planning regarding the integration of the two companies. The combined company will be required to devote
significant management attention and resources to integrating the two companies. Delays in this process could
adversely affect the combined company�s business, financial results, financial condition and stock price. Even if
SIRIUS and XM were able to integrate their business operations successfully, there can be no assurance that this
integration will result in the realization of the full benefits of synergies, cost savings, innovation and operational
efficiencies that may be possible from this integration or that these benefits will be achieved within a reasonable
period of time.

Additionally, as a condition to their approval of the merger, regulatory agencies may impose requirements, limitations
or costs or require divestitures or place restrictions on the conduct of the combined company�s business. If SIRIUS and
XM agree to these requirements, limitations, costs, divestitures or restrictions, the ability to realize the anticipated
benefits of the merger may be impaired.

Because certain directors and executive officers of XM and SIRIUS have interests in seeing the merger
completed that are different than those of XM�s and SIRIUS� other stockholders, these persons may have
conflicts of interest in recommending that XM and SIRIUS stockholders vote to approve the merger
agreement.

Certain directors of XM and SIRIUS have arrangements or other interests that provide them with interests in the
merger that are different than those of XM�s or SIRIUS� other stockholders. For example, Mel Karmazin, the CEO of
SIRIUS, who is also a director of SIRIUS, will, pursuant to the merger agreement, keep that title with the combined
company and will remain on the board of directors of the combined company and Gary Parsons, the Chairman of XM,
will become chairman of the board of directors of the combined company. In addition, up to six current XM directors
and up to four SIRIUS directors may serve on the combined company�s board. While other XM and SIRIUS directors
will not become directors of the combined company after the merger, in either case, SIRIUS will indemnify and
maintain liability insurance for each of the directors� services as directors before the merger. In addition, XM�s
executive directors and one executive officer of SIRIUS have change in control severance protections that would
entitle them to enhanced severance if their employment were to terminate following the merger under specific
circumstances. In addition, SIRIUS has employment agreements with each of its executive officers, which contain
provisions regarding payments upon a termination of employment. These and other material interests of the directors
and executive officers of XM and SIRIUS in the merger that are different than those of the other XM and SIRIUS
stockholders are described under �The Merger � Interests of Directors and Executive Officers in the Merger� beginning
on page 43.

The merger agreement contains provisions that could discourage a potential competing acquiror that might be
willing to pay more to acquire XM or that may be willing to acquire SIRIUS.

The merger agreement contains �no shop� provisions that restrict SIRIUS� and XM�s ability to solicit or facilitate
proposals regarding a merger or similar transaction with another party. Further, there are only limited exceptions to
SIRIUS� or XM�s agreement that their respective board of directors will not withdraw or adversely qualify its
recommendation regarding the merger agreement. Although each of the SIRIUS and XM boards are permitted to
terminate the merger agreement in response to a superior proposal if they determine that a failure to do so would be
inconsistent with their fiduciary duties, its doing so would entitle the other party to collect a $175 million termination
fee from the other party. In addition, if a third party publicly makes a proposal for a competing transaction with either
SIRIUS or XM before the special meeting and its stockholders do not approve the merger, that party will be required
to pay the other party a portion of the termination fee. We describe these provisions under �The Merger Agreement �
Termination� beginning on page 59 and �� Termination Fees and Expenses� beginning on page 60.
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These provisions could discourage a potential competing acquiror from considering or proposing that acquisition,
even if it were prepared to pay consideration with a higher value than that proposed to be paid in the merger, or might
result in a potential competing acquiror proposing to pay a lower per share price than it might otherwise have
proposed to pay because of the added expense of the termination fee.
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In connection with the merger, a substantial amount of XM indebtedness may need to be refinanced.

In connection with the merger, an offer to repurchase a significant portion of XM�s outstanding notes at 101% of the
principal amount thereof may be required under the terms of such debt. Any required repurchase would likely be
financed with other debt and, due to prevailing conditions in the debt markets, debt financing to fund such repurchase
may not be available on terms favorable to the combined company or at all. At June 30, 2007, the aggregate principal
amount of XM�s outstanding notes was approximately $1.5 billion, and no outstanding notes were trading above 101%
of the outstanding principal amount. We believe that if the notes are trading above 101% at the time of any required
repurchase offer, a large majority of holders would be unlikely to sell their notes in the repurchase offer. Moreover,
SIRIUS may consider repurchasing outstanding debt in connection with the merger. Any repurchase would likely be
financed with other debt. At June 30, 2007, the aggregate principal amount of SIRIUS� long-term debt was
approximately $1.3 billion.

The combined company�s indebtedness following the completion of the merger will be substantial. This
indebtedness could adversely affect the combined company in many ways, including by reducing funds
available for other business purposes.

The pro forma indebtedness of the combined company as of June 30, 2007, after giving effect to the merger, would
have been approximately $2.8 billion. As a result of this debt, demands on SIRIUS� cash resources may increase after
the merger. The increased levels of indebtedness could reduce funds available for investment in research and
development and capital expenditures or create competitive disadvantages compared to other companies with lower
debt levels. In addition, existing covenants in the SIRIUS and XM debt instruments limit the transfer of cash between
the two companies and require that inter-company dealings be effected on an arm�s-length basis, which may affect the
timing or amount of synergies realized from the integration of the two companies.

Resales of shares of SIRIUS common stock following the merger and additional obligations to issue shares of
SIRIUS common stock may cause the market price of SIRIUS common stock to fall.

As of June 30, 2007, SIRIUS had approximately 1.46 billion shares of common stock outstanding and approximately
164 million shares of common stock subject to outstanding options and other rights to purchase or acquire its shares.
SIRIUS currently expects that it will issue approximately 1.70 billion shares of SIRIUS common stock in connection
with the merger. The issuance of these new shares of SIRIUS common stock and the sale of additional shares of
SIRIUS common stock that may become eligible for sale in the public market from time to time upon exercise of
options (including a substantial number of SIRIUS options that will replace existing XM options) could have the
effect of depressing the market price for shares of SIRIUS common stock.

The trading price of shares of SIRIUS common stock after the merger may be affected by factors different
from those affecting the price of shares of XM common stock or shares of SIRIUS common stock before the
merger.

When we complete the merger, holders of XM common stock will become holders of SIRIUS common stock. The
results of operations of SIRIUS, as well as the trading price of SIRIUS common stock, after the merger may be
affected by factors different from those currently affecting SIRIUS� or XM�s results of operations and the trading price
of XM common stock. For a discussion of the businesses of XM and SIRIUS and of certain factors to consider in
connection with those businesses, see the documents incorporated by reference into this Proxy Statement and referred
to under �Where You Can Find More Information� beginning on page 97.
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THE MERGER

The following is a discussion of the merger and the material terms of the merger agreement between SIRIUS and XM.
You are urged to read carefully the merger agreement in its entirety, a copy of which is attached as Annex A to this
Proxy Statement and incorporated by reference herein.

Background of the Merger

Representatives of XM and SIRIUS first discussed the possibility of a business combination in late 2002 and early
2003, when XM and SIRIUS were experiencing certain financial challenges and were in the process of restructuring
their respective debt and equity capital structures. However, XM and SIRIUS were unable to agree on a basis to
proceed with discussions, and, as a result, those discussions were abandoned.

In February 2006, Mel Karmazin, the CEO of SIRIUS, contacted Gary M. Parsons, the Chairman of XM, to propose a
meeting on a variety of topics of interest to the two companies and, on March 6, 2006, Mr. Karmazin met with
Mr. Parsons and Hugh Panero, the CEO of XM at that time. As part of this meeting, Mr. Karmazin explored with
Messrs. Parsons and Panero their interest in a possible business combination. Mr. Karmazin discussed in general terms
why a combination would make sense from a business and financial perspective for the two companies and their
stockholders. Messrs. Parsons and Panero agreed to reflect on the possibility of entering into discussions regarding a
business combination, and indicated that they would raise the possibility of merger discussions with the XM board of
directors. The XM board of directors was informed of the possibility of merger discussions with SIRIUS in March of
2006.

No further substantive discussions were held until September 21, 2006, when Mr. Karmazin and David Frear, the
Executive Vice President and Chief Financial Officer of SIRIUS, met with Messrs. Parsons and Panero and Joseph
Euteneuer, the Executive Vice President and Chief Financial Officer of XM. At this meeting, Mr. Karmazin reiterated
SIRIUS� interest in exploring a business combination with XM and generally discussed the possibility and benefits of
entering into a discussion to combine their operations.

Messrs. Karmazin and Frear again met with Messrs. Parsons and Panero on October 17, 2006. Mr. Parsons expressed
an interest in pursuing further discussions, provided there was a reasonable probability that required regulatory
approvals for a business combination would be secured. As part of this meeting, SIRIUS and XM agreed to discuss
with their respective counsel the likelihood of obtaining the required regulatory approvals for a combination. In the
following weeks, SIRIUS had several discussions with its outside legal counsel, Simpson Thacher & Bartlett LLP and
Wiley Rein LLP, about potential regulatory issues and received an initial assessment of these matters from both
counsel.

On October 19, 2006, Messrs. Parsons and Panero briefed the XM board of directors on their meetings with SIRIUS,
and recommended that XM retain the law firms of Jones Day and Latham and Watkins LLP to provide an assessment
of potential antitrust and FCC issues, respectively. In the following weeks, XM had several discussions with its
outside legal counsel about potential regulatory issues. On November 15, 2006, the XM board received an initial
assessment of regulatory issues from outside counsel, and Messrs. Parsons and Panero recommended that XM engage
an investment banking firm to evaluate the merits of a possible combination. Mr. Parsons described for the XM board
the investment banking firms with whom he had already met and the concurring recommendation of the Finance
Committee of the XM board of directors.
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In late November 2006, Messrs. Parsons, Panero and Euteneuer met with representatives of JPMorgan to discuss
engaging JPMorgan to act as financial advisor to XM to evaluate the merits of a possible combination and to assist in
discussions regarding a possible transaction with SIRIUS. During the following weeks, representatives of XM and
JPMorgan met a number of times to review financial information regarding a combined XM and SIRIUS.

In early December 2006, Mr. Karmazin briefed the SIRIUS board of directors on his upcoming meeting with
management of XM and his desire to engage an investment banking firm, and described for the SIRIUS board the
investment banking firms with whom he had already met. At this meeting, the SIRIUS board of directors authorized
Mr. Karmazin to engage an investment banking firm to act as its financial advisor in connection with a possible
combination. On December 8, 2006, Messrs. Karmazin and Frear and Andreas Lazar, the Senior Vice President of
Business Development of SIRIUS, met with representatives of Morgan Stanley, to discuss engaging Morgan
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Stanley to act as financial advisor to SIRIUS in discussions of a possible transaction with XM. On December 14,
2006, Messrs. Karmazin, Frear and Lazar met with Morgan Stanley to discuss the financial aspects of a possible
merger with XM. On December 15, 2006, JPMorgan presented its initial analysis to the XM board of directors and
representatives of Jones Day and Latham and Watkins presented an analysis of the regulatory issues to the XM board
of directors. At various times following this meeting, Mr. Parsons updated the board of directors of XM individually
on the status of discussions between the companies. On December 18, 2006, Messrs. Karmazin, Frear and Lazar again
met with Morgan Stanley to review financial information regarding a combined SIRIUS and XM.

On December 19, 2006, Messrs. Karmazin, Frear and representatives of Morgan Stanley met with Messrs. Parsons,
Panero and Euteneuer of XM and representatives of JPMorgan to present their ideas regarding the possible structure
of a combination with XM. At this meeting, Mr. Karmazin proposed that SIRIUS and XM enter into discussions
regarding a stock-for-stock transaction on a �merger of equals� basis.

On January 11, 2007, representatives of JPMorgan and Morgan Stanley met to discuss assumptions regarding the
calculation of the relative equity values of XM and SIRIUS.

On January 23, 2007, Mr. Karmazin discussed with the SIRIUS board of directors management�s views regarding a
possible business combination with XM, conversations between the respective financial advisors to XM and SIRIUS
and expectations of XM regarding business valuations. After legal counsel reviewed with the SIRIUS board of
directors the corporate and regulatory process anticipated in connection with a possible business combination with
XM, the SIRIUS board of directors discussed at length the regulatory environment and potential challenges associated
with seeking approval of a business combination with XM as well as the potential benefits and challenges of operating
a combined enterprise.

On January 29, 2007, Mr. Karmazin and representatives of Morgan Stanley met with Mr. Parsons and representatives
of JPMorgan to discuss a merger of SIRIUS and XM, including the materials that each side would review in refining a
proposal and analyzing the potential benefits of a business combination. On February 1, 2007, JPMorgan provided
additional analysis to the XM board of directors.

On February 8, 2007, Mr. Karmazin met with Mr. Parsons and Jack Shaw and Jeff Zients, members of the board of
directors of XM, representatives of JPMorgan and representatives of Morgan Stanley. Mr. Karmazin and Mr. Parsons
discussed a possible transaction whereby SIRIUS and XM would seek to negotiate a business combination on the
basis of an exchange ratio of 4.6 shares of SIRIUS common stock for each share of XM common stock. Mr. Karmazin
and Mr. Parsons agreed that each of SIRIUS and XM would commence detailed due diligence and contract
negotiations promptly. At this meeting, the participants also reviewed financial models for a consolidated business and
discussed various other matters. Mr. Karmazin, together with SIRIUS� financial and legal advisors, discussed these
developments with the SIRIUS board at a telephonic meeting on February 9, 2007. The SIRIUS board requested that
management continue discussions with XM and promptly begin negotiating the financial terms of a possible merger.

The following day, members of senior management of SIRIUS and XM and their respective financial advisors met
telephonically to discuss how to proceed with the merger negotiations and to finalize details relating to their respective
due diligence reviews. Around this time, SIRIUS , through its legal advisor Simpson Thacher, delivered a draft merger
agreement to XM through XM�s legal advisor, Skadden, Arps, Slate, Meagher & Flom LLP. During the following
week, XM and SIRIUS and their respective representatives and advisors completed their due diligence reviews and
negotiated the substantive terms and conditions of the merger agreement. Significant areas of negotiation included the
scope and degree of reciprocity of representations and warranties and interim operating covenants, the conditions to
closing, the terms upon which XM or SIRIUS could consider an alternative acquisition proposal and the process for
dealing with any such proposal, the amount and triggers for payment of termination fees and various benefit and
employee related provisions.
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The SIRIUS board held a lengthy telephonic meeting on February 18, 2007, and received reports from management
on the status of discussions with XM and from its outside legal counsel about the negotiations on terms of the merger
agreement. Simpson Thacher reviewed with the SIRIUS directors their fiduciary duties in connection with considering
and approving the merger agreement. The SIRIUS board of directors discussed with SIRIUS management and
Simpson Thacher and Wiley Rein the regulatory approvals that would be necessary to complete
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the merger. At that meeting, Morgan Stanley rendered its opinion that, as of the date of the meeting and based upon
and subject to the factors, assumptions, matters, procedures, limitations and qualifications set forth in such opinion,
the exchange ratio pursuant to the merger agreement was fair, from a financial point of view, to SIRIUS. At the
February 18, 2007 SIRIUS board meeting, the SIRIUS board of directors unanimously determined, among other
things, that the merger agreement and the merger contemplated thereby are advisable and in the best interest of
SIRIUS and its stockholders, authorized the issuance of shares in the merger, resolved that the amendment to the
SIRIUS certificate of incorporation to increase the number of authorized shares was advisable and in the best interest
of SIRIUS and its stockholders and resolved to recommend that SIRIUS stockholders approve the share issuance and
the amendment to SIRIUS� certificate of incorporation.

The XM board held a lengthy telephonic meeting on February 18 and held another telephonic meeting on February 19,
2007. At such meetings, the XM board of directors received reports from management on the status of the discussions
with SIRIUS, and received reports from its financial and legal advisors about the terms of the merger agreement.
Skadden, Arps reviewed with the XM directors their fiduciary duties in connection with considering and approving
the merger agreement. The XM board discussed with XM management and outside legal counsel, Jones Day and
Latham & Watkins, the regulatory approvals that would be necessary to complete the merger. At the February 18,
2007 XM board of directors meeting, JPMorgan rendered its oral opinion that, as of the date of the meeting and based
upon and subject to the factors, assumptions, matters, procedures, limitations and qualifications set forth in such
opinion, the exchange ratio to be received by the holders of XM shares in the merger was fair, from a financial point
of view, to such holders. JPMorgan subsequently confirmed its oral opinion by delivering its written opinion, dated
February 20, 2007, to the board of directors of XM. At the February 19, 2007 XM board of directors meeting, the XM
board of directors unanimously, with the XM director appointed by General Motors and the XM director appointed by
American Honda each abstaining, determined that the merger agreement and the merger contemplated thereby are
advisable and in the best interest of XM and its stockholders, approved, adopted and authorized the merger agreement,
and resolved to recommend that XM stockholders adopt the merger agreement. The XM directors appointed by each
of General Motors and American Honda abstained from voting with respect to the proposed merger, with the consent
of the other XM directors, given XM�s and SIRIUS� commercial and other arrangements with various automakers,
including General Motors and American Honda.

Shortly after the conclusion of the XM board of directors meeting on February 19, 2007, SIRIUS, XM and Merger
Sub executed and delivered to each other the merger agreement.

Reasons for the Merger

Both SIRIUS and XM believe that there are substantial potential strategic and financial benefits of the proposed
merger of equals. This section summarizes the principal potential strategies and financial benefits that the parties
expect to realize in the merger. For a discussion of various factors that could prohibit or limit the parties from
realizing some or all of these benefits, see �Risk Factors� beginning on page 16.

Each of XM and SIRIUS believes that the merger will enhance stockholder value through, among other things,
enabling SIRIUS and XM to capitalize on the following strategic advantages and opportunities:

� Cost Synergies:  SIRIUS and XM believe that the merger will create significant cost synergies for SIRIUS and
XM. Wall Street equity analysts have published estimates of the present value of cost synergies ranging from
$3 billion to $9 billion. SIRIUS and XM expect operating cost savings to be achievable in almost every cost
item on the companies� income statement, including sales and marketing, subscriber acquisition, research and
development, general and administrative expenses, product development, content, and programming operating
infrastructure. Moreover, over the long-term, the combined company expects to derive significant additional
value by procuring its future generation satellites and terrestrial repeaters as a single entity. The combination of
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the fixed components of the two companies means that as the combined business grows, a greater portion of
revenue will be realized as cash flow.

� Better Competitive Positioning:  The market for audio entertainment in the United States is robustly
competitive and rapidly evolving. SIRIUS and XM must compete directly and intensely with a host of other
audio providers for consumer attention. The combination will better position satellite radio to compete for
consumers� attention and entertainment stability against a host of products and services in the highly
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competitive and rapidly evolving audio entertainment marketplace. In addition to existing competition from free
�over-the-air� AM and FM radio as well as iPods and mobile phone streaming, satellite radio faces challenges from the
rapid growth of HD Radio, Internet radio and next generation wireless technologies. In addition, cost reductions
resulting from the combination of SIRIUS and XM will enable satellite radio to maintain competitive prices for
subscription and devices.

� Greater Programming Choice:  SIRIUS and XM believe that the merger will permit the combined company to
offer consumers more choices and value. XM and SIRIUS expect to be able to add the best of the other�s lineup
to their service, subject to obtaining permission of the applicable content provider � as well as offer other new
programming packages. The combined company will offer American consumers for the first time the
opportunity to choose programming on an a la carte basis, which will provide consumers with more choices
and lower prices. XM and SIRIUS already broadcast a wide range of commercial-free music channels;
exclusive and non-exclusive sports coverage; news, talk, entertainment, and religious programming; channels
in Spanish, French and other foreign languages; as well as weather and traffic channels for many cities. In the
long run, the combined company is expected to be able to consolidate redundant programming, making it
possible to use channel capacity to enhance programming diversity, including additional programming related
to public safety and homeland security, and programming aimed at minority and underserved communities.
The merger also will help accelerate deployment of advanced technology, including improvements in products
such as real-time traffic and rear seat video and development of a next-generation satellite system.

� Advancements in Technology:  XM and SIRIUS believe that the combined company will be able to offer
consumers access to advanced technology sooner than would otherwise occur. In particular, the combination of
the companies� two engineering organizations is expected to lead to better results from each dollar invested in
research and development.

The merger is also expected to foster the commercial introduction of interoperable satellite radios. In originally
implementing rules for the satellite radio service, the FCC required SIRIUS and XM to develop designs for a radio
capable of receiving the signal of either system. In accordance with this requirement, SIRIUS and XM created a
jointly funded engineering team that has developed radios that are interoperable with each other�s networks. After the
transaction is consummated, the marketplace itself will provide economic incentives to encourage further innovation
and the subsidization and commercial distribution of interoperable radios. With appropriate subsidies to lower the
costs, radio manufacturers would likely shift some amount of production, consistent with customer demand, to
fabricating radios that tune to all channels of the combined service. Eventually, such radios are expected to enable the
combined company to offer enhanced content and services.

� Advertising Revenue Growth:  The combined company is expected to be more attractive to large national
advertisers, since it will have significantly more reach than either company on its own.

� Compatible Cultures and Commitment to Excellence:  XM and SIRIUS expect that the combined company will
have a highly experienced management assembled from both companies, with extensive industry knowledge in
radio, media, consumer electronics, engineering and technology.

� Enhanced Stockholder Value:  XM and SIRIUS believe that the combined company will provide significant,
realizable cost synergies, strong future cash flows, and a broader audience. All these benefits will provide
enhanced value for stockholders.

The actual synergistic benefits from the merger and costs of integration could be different from the foregoing
estimates and these differences could be material. Accordingly, there can be no assurance that any of the potential
benefits described above or included in the factors considered by the SIRIUS board of directors described under ��
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XM Board of Directors� Recommendation� beginning on page 25 will be realized. See �Risk Factors� and �Cautionary
Statement Regarding Forward-Looking Statements� beginning on pages 16 and 15, respectively. In connection with the
proposed merger, both companies prepared and provided certain non-public, forward-looking information to their
respective financial advisors to assist in the evaluation of the financial terms of the
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merger. A selected subset of this information was shared between XM and SIRIUS through their respective financial
advisors in connection with such evaluation. Neither SIRIUS nor XM considered this information to be material in its
negotiation of an appropriate exchange ratio and the respective board�s decision to approve the merger and recommend
the merger to its stockholders.

SIRIUS Board of Directors� Recommendations

At a meeting on February 18, 2007, the SIRIUS board of directors (i) determined that the merger and entering into the
merger agreement are advisable and in the best interest of SIRIUS and its stockholders, (ii) approved the merger and
the merger agreement and the transactions contemplated thereby, including the Charter Amendment and the Share
Issuance, and (iii) determined to recommend that the holders of SIRIUS common stock vote FOR the Charter
Amendment and FOR the Share Issuance.

In connection with the foregoing actions, the SIRIUS board of directors consulted with SIRIUS� management, as well
as SIRIUS� financial advisor and outside legal counsel and considered the following factors and risks in addition to the
specific reasons described above under �� Reasons for the Merger�:

� The information concerning SIRIUS� and XM�s respective historic businesses, financial results and prospects,
including the result of SIRIUS� due diligence review of XM.

� SIRIUS� assessments that the two companies can effectively and efficiently be integrated.

� The opinion of SIRIUS� financial advisor, Morgan Stanley (which will receive a fee for its services as financial
advisor to SIRIUS in connection with the merger, which is contingent upon the completion of the merger), that,
as of February 18, 2007 and subject to the matters stated in its opinion, the exchange ratio pursuant to the
merger agreement was fair, from a financial point of view, to SIRIUS.

� The exchange ratio of 4.6 shares of SIRIUS common stock for each share of XM common stock and the fact
that the exchange ratio is fixed and will not fluctuate based upon changes in SIRIUS� stock price between
signing and closing.

� The strong commitment of both parties to complete the merger pursuant to their respective obligations under
the terms of the merger agreement.

� The risk that regulatory agencies may not approve the merger or may impose terms and conditions on their
approvals that would materially and adversely affect the projected financial results of the combined company.

� The expectation that XM stockholders, immediately after completion of the merger, would hold approximately
50.3% of the shares of common stock of the combined company on a fully diluted basis, excluding shares
issuable on conversion of XM�s outstanding 1.75% convertible senior notes due 2009.

� The potential impact of the restrictions under the merger agreement on SIRIUS� ability to take certain actions
during the period prior to the closing of the merger (which may delay or prevent SIRIUS from undertaking
business opportunities that may arise pending completion of the merger).

� The potential for diversion of management and employee attention and for increased employee attrition during
the period prior to the closing of the merger agreement, and the potential effect of these on SIRIUS� business
and relations with customers, suppliers and regulators.
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� The risk that an unanticipated technological development or damage to a satellite system may materially and
adversely affect the business benefits anticipated to result from the merger.

� The risk that certain members of SIRIUS� senior management might choose not to remain employed with
SIRIUS prior to the completion of the merger or with the combined company.

� The fact that the merger agreement provides that the SIRIUS board of directors after the merger will initially
consist of 12 directors, and SIRIUS and XM will each designate four directors, who will qualify as independent
directors, and XM will designate two additional directors (one will be a designee of General Motors and the
other will be a designee of American Honda) with the remaining directors being Mel
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Karmazin, SIRIUS� CEO, and Gary M. Parsons, XM�s Chairman, who will become chairman of the board of
directors of the combined company.

� The risk that certain of SIRIUS� directors and officers may have interests in the merger as individuals that are in
addition to, or that may be different from, the interests of SIRIUS stockholders.

� The fees and expenses associated with completing the merger.

� The risk that anticipated cost savings will not be achieved.

In view of the wide variety of factors considered in connection with its evaluation of the merger and the complexity of
these matters, the SIRIUS board of directors did not find it useful to and did not attempt to quantify, rank or otherwise
assign relative weights to these factors.

In addition, the SIRIUS board of directors did not undertake to make any specific determination as to whether any
particular factor, or any aspect of any particular factor, was favorable or unfavorable to its ultimate determination, but
rather the SIRIUS board of directors conducted an overall analysis of the factors described above, including
discussions with the management team and outside legal and financial advisors. In considering the factors described
above, individual members of the SIRIUS board of directors may have given different weight to different factors.

XM Board of Directors� Recommendation

On February 19, 2007, the XM board of directors (i) determined that the approval of the merger agreement and the
transactions contemplated thereby, including the merger, are in the best interests of XM and its stockholders,
(ii) approved and adopted the merger agreement and the transactions contemplated thereby and (iii) resolved to
recommend the adoption of the merger agreement to the stockholders of XM.

In reaching this conclusion, the XM board of directors consulted with XM�s management, as well as its financial
advisor and outside legal counsel, and considered the following factors in addition to the specific reasons described
above under �� Reasons for the Merger� beginning on page 22:

� The information concerning XM�s and SIRIUS� respective historic businesses, financial results and prospects,
including the results of XM�s due diligence review of SIRIUS.

� XM�s assessments that the two companies can effectively and efficiently be integrated.

� The oral opinion of XM�s financial advisor, JPMorgan (which will receive a fee for its services as financial
advisor to XM in connection with the merger, a substantial portion of which is contingent upon the completion
of the merger), that, as of February 18, 2007 and based upon and subject to the factors and assumptions set
forth in its written opinion, the exchange ratio in the merger was fair, from a financial point of view, to the
holders of XM common stock. Such oral opinion was subsequently confirmed by JPMorgan by delivery of its
written opinion dated February 20, 2007.

� The fact that the implied value of the merger consideration, based on the closing price of SIRIUS common
stock on February 16, 2007 (the last trading day prior to announcement of the merger) represented a premium
of 21.7% to the closing price of XM common stock on such date, and that the proposed exchange ratio
represented a 31.1% premium to the average implied historical exchange ratio for the six month period ended
February 16, 2007 and a substantial premium over other recent historical periods.
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� The expectation that XM stockholders, immediately after completion of the merger, would hold approximately
50.3% of the shares of common stock of the combined company on a fully diluted basis, excluding shares
issuable on conversion of XM�s outstanding 1.75% convertible senior notes due 2009, and will have the
opportunity to share in the future growth and expected synergies of the combined company while retaining the
flexibility of selling all or a portion of those shares.

� The strong commitment on the part of both parties to complete the merger pursuant to their respective
obligations under the terms of the merger agreement.

� The terms of the merger agreement, including the termination fee, which, in the view of the XM board of
directors, does not preclude a proposal for an alternative acquisition transaction involving XM.
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� The fact that the merger agreement allows the XM board of directors to change or withdraw its
recommendation of the merger agreement if a superior proposal is received from a third party or if the XM
board of directors determines that the failure to change its recommendation would be inconsistent with its
fiduciary duties under applicable law, subject to the payment of a termination fee upon termination under
certain circumstances.

� The fact that the merger agreement provides that the SIRIUS board of directors after the merger will initially
consist of 12 directors, and SIRIUS and XM will each designate four directors, who will qualify as independent
directors, and XM will designate two additional directors (one will be a designee of General Motors and the
other will be a designee of American Honda) with the remaining directors being Mel Karmazin, SIRIUS� CEO,
and Gary M. Parsons, XM�s Chairman, who will become chairman of the board of directors of the combined
company.

The XM board of directors also identified and considered a number of uncertainties, risks and other potentially
negative factors, including the following:

� The risk that regulatory agencies may not approve the merger or may impose terms and conditions on their
approvals that would materially and adversely affect the financial results of the combined company.

� The potential impact of the restrictions under the merger agreement on XM�s ability to take certain actions
during the period prior to the closing of the merger (which may delay or prevent XM from undertaking
business opportunities that may arise pending completion of the merger).

� The potential for diversion of management and employee attention and for increased employee attrition during
the period prior to the closing of the merger agreement, and the potential effect of these on XM�s business and
relations with customers, suppliers and regulators.

� The risk that an unanticipated technological development or damage to a satellite system may materially and
adversely affect the business benefits anticipated to result from the merger.

� The fact that certain provisions of the merger agreement, although reciprocal, may have the effect of
discouraging proposals for alternative acquisition transactions involving XM, including: (i) the restriction on
XM�s ability to solicit proposals for alternative transactions; (ii) the requirement that the XM board of directors
submit the merger agreement to the XM stockholders for adoption in certain circumstances, even if it
withdraws its recommendation for the merger; and (iii) the requirement that XM pay a termination fee of
$175 million to SIRIUS in certain circumstances following the termination of the merger agreement.

� The risk that certain of XM�s directors and officers may have interests in the merger as individuals that are in
addition to, or that may be different from, the interests of the XM stockholders.

� The fees and expenses associated with completing the merger.

� The risk that certain members of XM�s senior management might choose not to remain employed with XM
prior to the completion of the merger or with the combined company.

� The risk that anticipated cost savings will not be achieved.

� The risks of the type and nature described above under �Risk Factors.�
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The XM board recommends that XM common stockholders vote FOR the Merger Proposal.

In view of the wide variety of factors considered in connection with its evaluation of the merger and the complexity of
these matters, the XM board of directors did not find it useful to and did not attempt to quantify, rank or otherwise
assign relative weights to these factors. The XM board of directors conducted an overall analysis of the factors
described above, including discussions with the management team and outside legal, financial and accounting
advisors. In considering the factors described above, individual members of the XM board of directors may have
given different weight to different factors.
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Opinion of Financial Advisor to the SIRIUS Board of Directors

SIRIUS retained Morgan Stanley to provide financial advisory services and a financial fairness opinion to the board of
directors of SIRIUS in connection with the merger. The board of directors selected Morgan Stanley to act as its
financial advisor based on Morgan Stanley�s qualifications, expertise, reputation and knowledge of the business of
SIRIUS. At the special meeting of the SIRIUS board of directors on February 18, 2007, Morgan Stanley rendered its
oral opinion, subsequently confirmed in writing as of the same date, that based upon and subject to the assumptions,
qualifications and limitations set forth in the opinion, the exchange ratio pursuant to the merger agreement was fair
from a financial point of view to SIRIUS.

The full text of Morgan Stanley�s written opinion, dated February 18, 2007, which sets forth, among other
things, the assumptions made, procedures followed, matters considered and qualifications and limitations of
the reviews undertaken in rendering its opinion, is attached as Annex B to this Proxy Statement. The summary
of Morgan Stanley�s fairness opinion set forth in this Proxy Statement is qualified in its entirety by reference to
the full text of the opinion. Stockholders should read this opinion carefully and in its entirety. Morgan Stanley�s
opinion is directed to the board of directors of SIRIUS, addresses only the fairness from a financial point of
view of the exchange ratio pursuant to the merger agreement to SIRIUS as of the date of the opinion, and does
not address any other aspect of the merger. Morgan Stanley�s opinion does not constitute a recommendation to
any stockholder of SIRIUS as to how such stockholder should vote with respect to the merger. In addition, this
opinion does not in any matter address the prices at which SIRIUS common stock will trade following the
consummation of the merger.

In connection with rendering its opinion, Morgan Stanley, among other things:

� reviewed certain publicly available financial statements and other business and financial information of each of
XM and SIRIUS;

� reviewed certain internal financial statements and other financial and operating data concerning each of XM
and SIRIUS;

� reviewed certain financial projections prepared by the management of each of XM and SIRIUS in connection
with the proposed transaction;

� reviewed information relating to certain strategic, financial and operational benefits anticipated from the
merger, prepared by the managements of each of XM and SIRIUS;

� discussed the past and current operations and financial condition and the prospects of XM, including
information relating to certain strategic, financial and operational benefits anticipated from the merger, with
senior executives of XM;

� discussed the past and current operations and financial condition and the prospects of SIRIUS, including
information relating to certain strategic, financial and operational benefits anticipated from the merger, with
senior executives of SIRIUS;

� reviewed the pro forma impact of the merger on SIRIUS;

� reviewed the reported prices and trading activity for the XM common stock and the SIRIUS common stock;
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� reviewed the financial terms, to the extent publicly available, of certain comparable merger of equals
transactions;

� participated in discussions and negotiations among representatives of XM and SIRIUS and their financial and
legal advisors;

� reviewed the merger agreement and certain related documents; and

� performed such other analyses and considered such other factors as it deemed appropriate.

In arriving at its opinion, Morgan Stanley assumed and relied upon, without independent verification, the accuracy
and completeness of the information supplied or otherwise made available to it by XM and SIRIUS for the purposes
of its opinion. As indicated in the following summary of the material financial analyses performed by
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Morgan Stanley in connection with the preparation of its opinion, Morgan Stanley reviewed various financial and
operational metrics included in financial projections with respect to both SIRIUS and XM, including projections with
respect to XM which were made available to Morgan Stanley by or on behalf of XM. The principal XM metrics
utilized by Morgan Stanley in its financial analyses included subscribers, revenues, EBITDA (or adjusted operating
(loss)/income) and free cash flow. With respect to the financial projections, including information relating to certain
strategic, financial and operational benefits anticipated from the merger, Morgan Stanley assumed that they were
reasonably prepared on bases reflecting the best currently available estimates and judgments of the future financial
performance of XM and SIRIUS. In addition, Morgan Stanley assumed, in all respects material to its analysis, that the
merger will be consummated in accordance with the terms set forth in the merger agreement without any waiver,
amendment or delay of any terms or conditions, including, among other things, that the merger will be treated as a
tax-free reorganization pursuant to the Internal Revenue Code of 1986, as amended. Morgan Stanley assumed that in
connection with the receipt of all the necessary governmental, regulatory or other approvals and consents required for
the proposed merger, no delays, limitations, conditions or restrictions will be imposed that would have a material
adverse effect on the contemplated benefits expected to be derived in the proposed merger. Morgan Stanley relied
upon, without independent verification, the assessment by the managements of XM and SIRIUS of: (i) the strategic,
financial and other benefits expected to result from the merger; (ii) the timing and risks associated with the integration
of XM and SIRIUS; (iii) their ability to retain key employees of XM and SIRIUS, respectively; and (iv) the validity
of, and risks associated with, XM and SIRIUS� existing and future technologies, intellectual property, products,
services and business models. Morgan Stanley is not a legal, tax or regulatory advisor and has relied upon, without
independent verification, the assessment of SIRIUS and XM and their legal, tax and regulatory advisors with respect
to such matters. Morgan Stanley did not make any independent valuation or appraisal of the assets or liabilities of
XM, nor was it furnished with any such appraisals. Morgan Stanley�s opinion was necessarily based on financial,
economic, market and other conditions as in effect on, and the information made available to us as of, February 18,
2007. Events occurring after February 18, 2007, may affect Morgan Stanley�s opinion and the assumptions used in
preparing it, and Morgan Stanley did not assume any obligation to update, revise or reaffirm its opinion.

The following is a summary of the material financial analyses performed by Morgan Stanley in connection with its
oral opinion of February 18, 2007 and the preparation of its written opinion of the same date. Some of these
summaries include information in tabular format. In order to understand fully the financial analyses used by Morgan
Stanley, the tables must be read together with the text of each summary. The tables alone do not constitute a complete
description of the analyses.

XM Historical Share Price Analysis

To provide background information and perspective with respect to the relative historical share prices of XM, Morgan
Stanley reviewed the stock price performance and trading volumes of XM during various periods ending on
February 16, 2007.

Morgan Stanley noted that the range of low and high closing prices of XM common stock during the 52-week period
ending on February 16, 2007 was approximately $10 to $24, during the 90-day period ending on February 16, 2007
was approximately $13 to $17 and during the 30-day period ending on February 16, 2007 was approximately $13 to
$17. Morgan Stanley noted that the merger consideration as of February 16, 2007 was valued at $17.02 per share of
XM common stock. The $17.02 merger consideration was calculated by multiplying the fixed transaction exchange
ratio of 4.60 by the February 16, 2007 closing share price for SIRIUS common stock of $3.70 per share.

Morgan Stanley next compared the transaction exchange ratio of 4.60 and implied merger consideration value of
$17.02 per share of XM common stock implied by the closing share prices of XM and SIRIUS shares of common
stock as of February 16, 2007 of $13.98 per share and $3.70 per share, respectively, with historical exchange ratios
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and XM share prices for the 90-day period ending on February 16, 2007. The following table lists the implied
exchange ratio and share price premiums represented by the merger consideration during the selected periods:

Transaction Premium to
Transaction Premium

to

Days Trading
Exchange Ratio

(4.60x)(1) Share Price ($17.02)(1)

Feb 16, 2007(1) 22% 22%
5-Day 25% 28%
10-Day 24% 26%
20-Day 22% 23%
30-Day 19% 16%
60-Day 18% 15%
90-Day 26% 21%

(1) Based on XM share price of $13.98 and SIRIUS share price of $3.70, each as of February 16, 2007.

SIRIUS Share Price Analysis

To provide background information and perspective with respect to the relative historical share prices of SIRIUS,
Morgan Stanley reviewed the stock price performance and trading volumes of SIRIUS during various periods ending
on February 16, 2007.

Morgan Stanley noted that the range of low and high closing prices of SIRIUS common stock during the 52-week
period ending on February 16, 2007 was approximately $3.55 and $5.65, during the 90-day period ending on
February 16, 2007 was approximately $3.55 to $4.30 and during the last 30 days ending on February 16, 2007 was
approximately $3.55 to $4.15. Morgan Stanley noted that SIRIUS� common stock price as of February 16, 2007 was
$3.70 per share.

Historical Exchange Ratio Analysis

Morgan Stanley analyzed the historical trading price of XM relative to SIRIUS common stock based on closing prices
between February 16, 2005 and February 16, 2007 and calculated the historical exchange ratios during certain periods
implied by dividing the daily closing prices per share of XM common stock by those of SIRIUS common stock and
the average of those historical trading ratios for various periods ended on February 16, 2007. Morgan Stanley also
calculated the exchange ratio implied by the closing price per share of common stock of each of XM and SIRIUS on
February 16, 2007 of $13.98 and $3.70 per share, respectively. This analysis implied the following exchange ratios
and premiums:

Transaction Premium
to

Days Trading
Implied Exchange

Ratio(1)(2) Share Price(1)

Feb 16, 2007 3.78x 22%

Edgar Filing: SIRIUS SATELLITE RADIO INC - Form S-4/A

Table of Contents 79



5-Day 3.67 25%
10-Day 3.72 24%
20-Day 3.76 22%
30-Day 3.88 19%
60-Day 3.89 18%
90-Day 3.66 26%

(1) Based on XM share price of $13.98 and SIRIUS share price of $3.70, each as of February 16, 2007.

(2) Based on transaction exchange ratio of 4.60x.

Equity Research Analyst Price Targets

Morgan Stanley reviewed public market trading price targets for XM�s common stock prepared and published by
equity research analysts. These targets reflect each analyst�s estimate of the future public market trading price of XM�s
common stock. The range of equity analyst 12-month price targets for XM was from $14.00 to $25.00 per
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share of XM common stock. Morgan Stanley noted that the merger consideration as of February 16, 2007 was $17.02
per share of XM common stock.

Morgan Stanley also reviewed public market trading price targets for SIRIUS� common stock prepared and published
by equity research analysts. These targets reflect each analyst�s estimate of the future public market trading price of
SIRIUS� common stock. The range of equity analyst 12-month price targets for SIRIUS was from $2.75 to $8.00 per
share of SIRIUS common stock. Morgan Stanley noted that the price per share of SIRIUS as of February 16, 2007
was $3.70.

The public market trading price targets published by securities research analysts do not necessarily reflect current
market trading prices for XM and shares of SIRIUS common stock and these estimates are subject to uncertainties,
including the future financial performance of XM and SIRIUS and future financial market conditions.

XM Discounted Cash Flow Analysis

Morgan Stanley calculated a range of equity values per share for XM based on a 14-year discounted cash flow
analysis. In preparing certain of its analyses, Morgan Stanley relied upon two specific scenarios with respect to the
projected future financial performance of XM. The scenario referred to as �Wall Street research consensus estimates�
refers to results of XM derived from a broad range of publicly available equity research analysts� estimates. The
scenario referred to as the �XM management plan� reflects certain projections prepared in connection with the proposed
transaction based on discussions with XM�s management transaction group from 2007 through 2010 and extrapolations
by Morgan Stanley of those projections for the period of 2011 through 2020. The XM management plan has not been
formally approved by the board of directors of XM and has not been prepared with a view toward public disclosure.
XM does not publicly disclose internal information of the type provided to Morgan Stanley in connection with
Morgan Stanley�s analysis of the merger. The XM management plan was prepared in connection with the proposed
transaction and is based on numerous variables and assumptions that are inherently uncertain and may be beyond the
control of management, including, without limitation, factors related to general economic and competitive conditions
and prevailing interest rates. Accordingly, actual results could vary significantly from those set forth in the XM
management plan. Morgan Stanley noted that each of the projections described in this paragraph were based on
numerous variables and assumptions that are inherently uncertain and may be beyond the control of management,
including, without limitation, factors related to general economic and competitive conditions and prevailing interest
rates. Accordingly, actual results could vary significantly from those set forth in such projections. With respect to the
Wall Street research consensus estimates, Morgan Stanley noted that the public market trading price targets published
by securities research analysts do not necessarily reflect current market trading prices for share of XM and SIRIUS
common stock and these estimates are subject to uncertainties, including the future financial performance of XM and
SIRIUS and future financial market conditions.

Utilizing such projections, Morgan Stanley calculated XM�s annual after-tax unlevered free cash flows for fiscal years
2007 through 2020. Morgan Stanley estimated a range of terminal values calculated in 2020 utilizing perpetual growth
rates. Morgan Stanley applied a range of perpetual growth rates of 1.0% to 4.0% to the unlevered free cash flows in
the terminal year. Morgan Stanley then discounted the unlevered free cash flow streams and the estimated terminal
value to a present value using a range of discount rates of 10.0% to 12.0%. Based on the aforementioned projections
and assumptions, the discounted cash flow analysis of XM yielded an implied valuation range for XM common stock
of $13.80 to $25.02 per share utilizing Wall Street research consensus estimates and $24.74 to $39.27 per share
utilizing the XM management plan. Morgan Stanley noted that the per share merger consideration was $17.02 as of
February 16, 2007.

SIRIUS Discounted Cash Flow Analysis
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Morgan Stanley calculated a range of equity values per share for SIRIUS based on a 14-year discounted cash flow
analysis.

Similar to the XM discounted cash flow analysis discussed above, in preparing certain of its analyses, Morgan Stanley
incorporated two specific scenarios with respect to the projected future financial performance of SIRIUS. The scenario
referred to as �Wall Street research consensus estimates� refers to results of SIRIUS derived from a
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broad range of publicly available Wall Street equity research estimates. The scenario referred to as the �SIRIUS
management plan� reflects certain projections prepared in connection with the proposed transaction based on
discussions with SIRIUS� management transaction group from 2007 through 2011 and extrapolations by Morgan
Stanley of those projections for the period from 2012 through 2020. The SIRIUS management plan has not been
formally approved by SIRIUS� senior management or by the board of directors of SIRIUS and has not been prepared
with a view toward public disclosure. SIRIUS does not publicly disclose internal information of the type provided to
Morgan Stanley in connection with Morgan Stanley�s analysis of the merger. The SIRIUS management plan was
prepared in connection with the proposed transaction and is based on numerous variables and assumptions that are
inherently uncertain and may be beyond the control of management, including, without limitation, factors related to
general economic and competitive conditions and prevailing interest rates. Accordingly, actual results could vary
significantly from those set forth in the SIRIUS management plan. In analyzing these extrapolated projections,
Morgan Stanley relied upon observed trends as projected by Wall Street research consensus estimates with respect to
the projected period beyond 2011. Morgan Stanley noted that each of the projections described in this paragraph are
based on numerous variables and assumptions that are inherently uncertain and may be beyond the control of
management, including, without limitation, factors related to general economic and competitive conditions and
prevailing interest rates. Accordingly, actual results could vary significantly from those set forth in such projections.

Utilizing such projections, Morgan Stanley calculated SIRIUS� annual after-tax unlevered free cash flows for fiscal
years 2007 through 2020. Morgan Stanley estimated a range of terminal values calculated in 2020 utilizing perpetual
growth rates. Morgan Stanley applied a range of perpetual growth rates of 1.0% to 4.0% to the unlevered free cash
flows in the terminal year. Morgan Stanley then discounted the unlevered free cash flow streams and the estimated
terminal value to a present value using a range of discount rates of 10.0% to 12.0%. Based on the aforementioned
projections and assumptions, the discounted cash flow analysis of SIRIUS yielded an implied valuation range for
SIRIUS common stock of $3.47 to $5.58 per share utilizing Wall Street research consensus estimates and $5.67 to
$8.77 per share utilizing the SIRIUS management plan. Morgan Stanley noted that the price per share of SIRIUS as of
February 16, 2007 was $3.70.

Contribution Analysis

Morgan Stanley also performed a contribution analysis which reviewed the pro forma contribution of each of XM and
SIRIUS to the combined entity and implied contributions based on certain operational, financial and valuation metrics
based upon each of Wall Street research consensus estimates and management plans for both XM and SIRIUS
whenever applicable. Morgan Stanley reviewed the pro forma effect of the merger and computed the implied equity
contribution of XM and SIRIUS for selected years from 2005 to 2010, depending on the relevance of the analyzed
operational and financial metric within that period. Such operational, financial and valuation metrics included
subscribers, revenue, EBITDA pre-equity compensation expenses, discounted cash flow, Wall Street analyst price
targets and market equity values as of February 16, 2007. Morgan Stanley also noted the implied exchange ratio
derived from the implied equity contributions across the selected metrics.

The computations resulted in the following equity contributions and implied exchange ratios:

Equity Contribution Analysis(1) SIRIUS XM
Implied Exchange

Ratio

Based on the SIRIUS and XM Management Plans
Subscribers
2005A 36% 64% 8.24x
2006A 45% 55% 5.52
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2007E 49% 51% 4.71
2008E 52% 48% 4.15
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Equity Contribution Analysis(1) SIRIUS XM
Implied Exchange

Ratio

Revenue
2005A 29% 71% 11.10
2006A 41% 59% 6.53
2007E 48% 52% 4.91
2008E 52% 48% 4.30
Adjusted EBITDA
2009E 50% 50% 4.57
2010E 49% 51% 4.67
DCF Equity Value
11% WACC, 3% Perpetual Growth Rate 53% 47% 4.11
Based on Research Consensus Estimates
Subscribers
2007E 48% 52% 4.86x
2008E 50% 50% 4.62
Revenue
2007E 47% 53% 5.15
2008E 49% 51% 4.66
Adjusted EBITDA
2009E 62% 38% 2.76
2010E 62% 38% 2.74
DCF Equity Value
11% WACC, 3% Perpetual Growth Rate 52% 48% 4.22
Market Values
Wall Street Price Targets
Low 47% 53% 5.09
Average 57% 43% 3.66
High 61% 39% 3.13
Current Market Value 55% 45% 3.78

(1) Based on XM market capitalization of $4.7 billion (share price: $13.98, FDSO: 333MM) and net debt of
$1,054MM; and SIRIUS market capitalization of $5.6 billion (share price: of $3.70, FDSO; 1,521MM) and net
debt of $623MM as of February 16, 2007.

Morgan Stanley noted that the 4.60 exchange ratio of XM common stock to SIRIUS common stock would result in
pro forma ownership of the combined company for holders of SIRIUS common stock equal to approximately 50%,
consistent with a merger of equals.

Morgan Stanley also performed a quarterly historical contribution analysis which reviewed the pro forma contribution
of each of XM and SIRIUS to the combined entity and implied contributions based on certain operational and
financial metrics. Morgan Stanley reviewed the pro forma effect of the merger and computed the implied equity
contribution of XM and SIRIUS on a quarterly basis for the period between the fourth quarter of 2004 and the fourth
quarter of 2006. Such operational and financial results included subscribers, last twelve months revenue and run-rate
revenue (run-rate revenue is calculated by annualizing the amount of revenue generated in each analyzed quarter). The
computation showed, among other things, that SIRIUS implied equity contribution based on ending subscribers in

Edgar Filing: SIRIUS SATELLITE RADIO INC - Form S-4/A

Table of Contents 85



each quarter increased from 26% in the fourth quarter of 2004 to 44% in the fourth quarter of 2006, increased from
21% in the fourth quarter of 2004 to 41% in the fourth quarter of 2006 based on last twelve months revenue, and
increased from 23% in the fourth quarter of 2004 to 43% in the fourth quarter of 2006
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based on run-rate revenue. The following table details the implied equity contributions for the selected metrics on a
quarterly basis:

SIRIUS Implied Asset Value Contribution

4Q�04 1Q�05 2Q�05 3Q�05 4Q�05 1Q�06 2Q�06 3Q�06 4Q�06

Ending Subscribers 26% 28% 29% 30% 36% 39% 40% 42% 44%
Run-Rate Revenue 23% 30% 29% 30% 31% 38% 40% 41% 43%
LTM Revenue 21% 25% 27% 29% 30% 33% 36% 38% 41%

Precedent Merger of Equals Analysis

Morgan Stanley reviewed the acquisition premium paid for a target�s common stock one day, 5 days, 10 days, 20 days,
30 days and 90 days prior to the announcement of the applicable transaction in precedent merger of equals of
U.S.-based public companies, focusing on deals with a transaction value above $5.0 billion since 2004. Morgan
Stanley reviewed transactions where the consideration paid consisted solely of stock. Morgan Stanley also reviewed
the composition of the board of directors and senior management, and analyzed publicly available information,
including the respective transaction values and pro-forma ownership, for the selected transactions reviewed.

The following transactions were reviewed in connection with this analysis:

� Bank of New York Company, Inc. / Mellon Financial Corporation

� CVS Corporation / Caremark Rx, Inc.

� Goldcorp Inc. / Glamis Gold Ltd.

� Thermo Electron Corporation / Fisher Scientific International Inc.

� Alcatel / Lucent Technologies, Inc.

� AT&T Inc. / BellSouth Corporation

� Symantec Corporation / Veritas Software Corporation

Based on these analyses, Morgan Stanley noted a reference range of premiums paid of 0% � 30% and a strong
correlation between the premium paid and an acquirer�s ability to nominate directors of the surviving company and
appoint senior management.

No company or transaction utilized in the precedent transaction analyses is identical to XM, SIRIUS, or the merger. In
evaluating the precedent transactions, Morgan Stanley made judgments and assumptions with regard to general
business, market and financial conditions and other matters, which are beyond the control of XM and SIRIUS, such as
the impact of competition on the business of XM, SIRIUS or the industry generally, industry growth and the absence
of any adverse material change in the financial condition of XM, SIRIUS or the industry or in the financial markets in
general, which could affect the public trading value of the companies and the aggregate value of the transactions to
which they are being compared.
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Pro-Forma Discounted Cash Flow Analysis

Morgan Stanley calculated a range of equity values per share for the combined company based on a 14-year
discounted cash flow analysis of the pro-forma cash flow of the combined company, including estimated synergies,
using two scenarios: (1) the pro-forma case based on Wall Street research consensus estimates for both SIRIUS and
XM and (2) the pro-forma case based on management plans and extrapolations of management plans for both
companies. In each of the Wall Street research consensus estimates and management plans, Morgan Stanley included
cost synergies as projected by a broad range of Wall Street research analysts (revenue or capital expenditure synergies
were not considered). Utilizing such projections, Morgan Stanley calculated the combined company�s annual after-tax
unlevered free cash flows for fiscal years 2007 through 2020. Morgan Stanley estimated a range of terminal values
calculated for 2020 utilizing perpetual growth rates. Morgan Stanley applied a range of perpetual growth rates of 1.0%
to 4.0% to the unlevered free cash flows in the terminal year. Morgan Stanley then
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discounted the unlevered free cash flow streams and the estimated terminal value to a present value using a range of
discount rates of 10.0% to 12.0%.

Based on the aforementioned projections and assumptions, the discounted cash flow analysis of the combined
company yielded an implied valuation range of common stock of $4.41 to $6.95 per share and an implied premium to
the closing stock price of SIRIUS as of February 16, 2007 of 19.1% and 88.0% utilizing Wall Street research
consensus estimates; and an implied valuation range of common stock of $6.60 to $10.06 per share and an implied
premium to the closing stock price of SIRIUS as of February 16, 2007 of 78.5% and 172.0% utilizing the management
plans.

Morgan Stanley also noted that based on the proposed transaction exchange ratio, the closing share prices of SIRIUS
and XM as of February 16, 2007 and an illustrative value of synergies of approximately $6 billion, calculated by
reference to the equity research consensus estimates, the estimated value creation for SIRIUS and XM from the
proposed transaction would be $2.5 billion and $3.5 billion, respectively.

Morgan Stanley performed a variety of financial and comparable analyses for purposes of rendering its opinion. The
preparation of a financial opinion is a complex process and is not susceptible to partial analysis or summary
description. In arriving at its opinion, Morgan Stanley considered the results of all of its analyses as a whole and did
not attribute any particular weight to any analysis or factor considered. Furthermore, Morgan Stanley believes that the
summary provided and the analyses described above must be considered as a whole and that selecting any portion of
the analyses, without considering all of them as a whole, would create an incomplete view of the process underlying
Morgan Stanley�s analyses and opinion. In addition, Morgan Stanley may have given various analyses and factors
more or less weight than other analyses and factors, and may have deemed various assumptions more or less probable
than other assumptions. As a result, the ranges of valuations resulting from any particular analysis or combination of
analyses described above should not be taken to be the view of Morgan Stanley with respect to the actual value of
SIRIUS or XM common stock or the value of the combined company.

In performing its analyses, Morgan Stanley made numerous assumptions with respect to industry performance,
general business, regulatory, and economic conditions and other matters, many of which are beyond the control of
Morgan Stanley, SIRIUS or XM. Any estimates contained in the analyses of Morgan Stanley are not necessarily
indicative of future results or actual values, which may be significantly more or less favorable than those suggested by
such estimates.

Morgan Stanley conducted the analyses described above solely as part of its analysis of the fairness of the merger
consideration pursuant to the merger agreement from a financial point of view to SIRIUS and in connection with the
delivery of its opinion to SIRIUS� board of directors. These analyses do not purport to be appraisals or to reflect the
prices at which shares of common stock of XM or SIRIUS might actually trade.

The merger consideration was determined through arm�s-length negotiations between SIRIUS and XM and was
approved by SIRIUS� board of directors. Morgan Stanley provided advice to SIRIUS during these negotiations.
Morgan Stanley did not, however, recommend any specific merger consideration to SIRIUS or that any specific
merger consideration constituted the only appropriate consideration for the merger.

The opinion of Morgan Stanley was one of the many factors taken into consideration by SIRIUS� board of directors in
making its determination to approve the merger agreement. Consequently, the analyses as described above should not
be viewed as determinative of the opinion of SIRIUS� board of directors with respect to the merger consideration or of
whether SIRIUS� board of directors would have been willing to agree to a different merger consideration. The
foregoing summary does not purport to be a complete description of all of the analyses performed by Morgan Stanley.
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Morgan Stanley is an internationally recognized investment banking and advisory firm. Morgan Stanley, as part of its
investment banking business, is continuously engaged in the valuation of businesses and their securities in connection
with mergers and acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and
unlisted securities, private placements and valuations for corporate, estate and other purposes. In the ordinary course
of its trading, brokerage, investment management and financing activities, Morgan Stanley or its affiliates may
actively trade the debt and equity securities of SIRIUS, XM and their affiliates for its own accounts or for the accounts
of its customers and, accordingly, may at any time hold long or short positions in such securities.
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Pursuant to an engagement letter, Morgan Stanley provided SIRIUS with financial advisory services and a financial
opinion in connection with the merger. SIRIUS and Morgan Stanley entered into the engagement letter on the same
day as Morgan Stanley issued its opinion. However, services performed prior to February 18, 2007 were subject to the
same parameters as set forth in the engagement letter and no separate fee will be paid for any such services. The
SIRIUS board of directors was not advised of the opinion that Morgan Stanley would deliver before execution of the
engagement letter by SIRIUS. Pursuant to the terms of the engagement letter, SIRIUS has agreed to pay Morgan
Stanley a transaction fee of $10 million for services rendered in connection with the merger, which will be paid only if
the merger is successfully completed. Also, pursuant to the engagement letter, Morgan Stanley will be eligible to
receive an additional fee of up to $7.5 million, payable at SIRIUS� sole discretion. While this additional fee is being
referred to as �incentive fee� in the engagement letter, it constitutes a discretionary fee. The SIRIUS board of directors
has not yet determined whether to pay Morgan Stanley this discretionary fee, nor has it decided what factors it will
consider in determining whether to pay this fee except that it may, among others, take into consideration the length
and complexity of the engagement. In the event that the merger agreement is terminated, Morgan Stanley is entitled to
receive 15% of any breakup fee paid to SIRIUS as a result of such termination, up to a maximum amount of
$10 million. In addition, SIRIUS has agreed to indemnify Morgan Stanley and its affiliates, their respective directors,
officers, agents and employees and each person, if any, controlling Morgan Stanley or any of its affiliates against
certain liabilities and expenses, including certain liabilities under the federal securities laws, related to or arising out of
Morgan Stanley�s engagement and any related transactions. The SIRIUS directors reviewed the material terms of the
Morgan Stanley engagement letter, including the potential for conflict of interests arising from the contingency fee
arrangements. Although the board did not believe that the fee structure represented a conflict of interest or
compromised the independence of Morgan Stanley as financial advisor to SIRIUS or the quality of the Morgan
Stanley opinion, the SIRIUS board of directors did not adopt a formal resolution making that conclusion.

In the past, Morgan Stanley and its affiliates have provided financial advisory and financing services for SIRIUS and
have received fees for the rendering of these services. In particular, an affiliate of Morgan Stanley acts as the
administrative agent and collateral agent under SIRIUS� $250 million term loan facility. Morgan Stanley may also seek
to provide SIRIUS, XM or their affiliate�s services in the future and may receive fees in connection with such services.

Opinion of Financial Advisor to the XM Board of Directors

At the meeting of the board of directors of XM on February 18, 2007, JPMorgan rendered its oral opinion to the board
of directors of XM that, as of such date and based upon and subject to the factors and assumptions set forth in its
written opinion, the exchange ratio in the merger was fair from a financial point of view to the holders of common
stock of XM. JPMorgan subsequently confirmed its oral opinion by delivering its written opinion, dated February 20,
2007, to the board of directors of XM. No limitations were imposed by XM�s board of directors upon JPMorgan with
respect to the investigations made or procedures followed by it in rendering its opinions.

The full text of the written opinion of JPMorgan, dated February 20, 2007, which sets forth, among other
things, the assumptions made, procedures followed, matters considered and limitations on the review
undertaken in rendering its opinion, is attached as Annex C. The summary of JPMorgan�s opinion set forth in
this Proxy Statement is qualified in its entirety by reference to the full text of the opinion. Stockholders should
read this opinion carefully and in its entirety. JPMorgan�s opinion is directed to the board of directors of XM,
addresses only the fairness from a financial point of view of the exchange ratio pursuant to the merger
agreement to XM as of the date of the opinion, and does not address any other aspect of the merger. JPMorgan
provided its advisory services and opinion for the information and assistance of the board of directors of XM in
connection with its consideration of the proposed merger. The opinion of JPMorgan does not constitute a
recommendation as to how any stockholder should vote with respect to the proposed merger. In addition, this
opinion does not in any manner address the prices at which SIRIUS common stock will trade following the
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consummation of the merger.

In arriving at its opinion, JPMorgan, among other things:

� reviewed a draft dated February 18, 2007 of the merger agreement;
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� reviewed certain publicly available business and financial information concerning XM and SIRIUS and the
industries in which they operate;

� reviewed the current and historical market prices of the common stock of XM and the common stock of
SIRIUS;

� reviewed certain internal financial analyses and forecasts prepared in connection with the proposed transaction
by the managements of XM and SIRIUS relating to their respective businesses, financial forecasts prepared in
connection with the proposed transaction by XM management (with the assistance of an independent
consultant) relating to SIRIUS� business, as well as the estimated amount and timing of the cost savings and
related expenses and other synergies expected to result from the merger, which are referred to in this Proxy
Statement as the Synergies, and information provided by the managements of each of XM and SIRIUS relating
to certain of their respective tax attributes; and

� performed such other financial studies and analyses and considered such other information as JPMorgan
deemed appropriate for the purposes of this opinion.

JPMorgan also held discussions with certain members of the management of XM and SIRIUS with respect to certain
aspects of the merger, and the past and current business operations of XM and SIRIUS, the financial condition and
future prospects and operations of XM and SIRIUS, the effects of the merger on the financial condition and future
prospects of XM and SIRIUS, and certain other matters JPMorgan believed necessary or appropriate to its inquiry.

In giving its opinion, JPMorgan relied upon and assumed, without assuming responsibility or liability for independent
verification, the accuracy and completeness of all information that was publicly available or was furnished to or
discussed with JPMorgan by XM and SIRIUS or otherwise reviewed by or for JPMorgan. JPMorgan did not conduct
and was not provided with any valuation or appraisal of any assets or liabilities, nor did JPMorgan evaluate the
solvency of XM or SIRIUS under any state or federal laws relating to bankruptcy, insolvency or similar matters. In
relying on financial analyses and forecasts provided to JPMorgan by the managements of XM and SIRIUS, including
the Synergies, JPMorgan assumed that they were reasonably prepared based on assumptions reflecting the best then
available estimates and judgments by management of XM and SIRIUS as to the expected future results of operations
and financial condition of XM and SIRIUS to which such analyses or forecasts relate. JPMorgan expressed no view as
to such analyses or forecasts (including the Synergies) or the assumptions on which they were based. JPMorgan also
assumed that the merger will qualify as a tax-free reorganization for U.S. federal income tax purposes, have the tax
consequences described in discussions with representatives of XM, that the other transactions contemplated by the
merger agreement will be consummated as described in the merger agreement, and that the definitive merger
agreement would not differ in any material respect from the draft thereof provided to JPMorgan. JPMorgan relied as
to all legal, regulatory or tax matters relevant to the rendering of its opinion upon the assessments made by advisors to
XM with respect to such issues. JPMorgan further assumed that all material governmental, regulatory or other
consents, authorizations and approvals necessary for the consummation of the merger will be obtained without any
adverse effect on XM and SIRIUS or on the contemplated benefits of the merger.

The JPMorgan opinion is necessarily based on economic, market and other conditions as in effect on, and the
information made available to JPMorgan as of, the date of the JPMorgan opinion. Subsequent developments may
affect the JPMorgan opinion, and JPMorgan does not have any obligation to update, revise or reaffirm the JPMorgan
opinion. The JPMorgan opinion is limited to the fairness, from a financial point of view, to the holders of common
stock of XM of the exchange ratio by which each share of XM common stock will be converted into shares of SIRIUS
common stock should the merger be completed and JPMorgan has expressed no opinion as to the fairness of the
merger to, or any consideration to be received by, the holders of any other class of securities, creditors or other
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constituencies of XM or as to the underlying decision by XM to engage in the merger. JPMorgan has also expressed
no opinion as to the price at which the shares of XM or SIRIUS common stock will trade at any future time.

In accordance with customary investment banking practice, JPMorgan employed generally accepted valuation
methods in reaching its opinion. The following is a summary of certain of the financial analyses undertaken by
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JPMorgan and delivered to the board of directors of XM on February 18, 2007, which analyses were among those
considered by JPMorgan in connection with delivering the JPMorgan opinion.

Projections

In performing its analysis of XM, JPMorgan relied upon (1) estimates provided by the management of XM prepared
in connection with the proposed transaction for the period 2006 to 2010, plus an extension of such estimates through
the period ending 2016 prepared by JPMorgan and reviewed and approved by the management of XM, which are
referred to in this Proxy Statement as the XM Management Case and (2) Wall Street analyst projections, which are
referred to in this Proxy Statement as the XM Street Case. In performing its analysis of SIRIUS, JPMorgan relied on
(1) a base case prepared in connection with the proposed transaction by the management of XM with the assistance of
an independent consultant based on estimates provided by the management of SIRIUS for the period 2006 to 2010,
plus an extension of such estimates through the period ending 2016 prepared by JPMorgan and reviewed and
approved by the management of XM, which is referred to in this Proxy Statement as the SIRIUS Management Case
(2) a sensitivity case prepared in connection with the proposed transaction by the management of XM with the
assistance of an independent consultant for the period 2006 to 2010, plus an extension of such estimates through the
period ending 2016 prepared by JPMorgan and reviewed and approved by the management of XM, which is referred
to in this Proxy Statement as the SIRIUS Adjusted Management Case, and (3) Wall Street analyst projections, which
are referred to in this Proxy Statement as the SIRIUS Street Case. These estimates were based on assumptions
regarding the financial performance of XM and SIRIUS.

The projections furnished to JPMorgan for XM and SIRIUS were prepared by the managements of XM (with the
assistance of an independent consultant) and SIRIUS in connection with the proposed transaction. Neither XM nor
SIRIUS publicly discloses internal management projections of the type provided to JPMorgan in connection with
JPMorgan�s analysis of the merger, and such projections were prepared in connection with the proposed transaction
and were not prepared with a view toward public disclosure. These projections were based on numerous variables and
assumptions that are inherently uncertain and may be beyond the control of management, including, without
limitation, factors related to general economic and competitive conditions and prevailing interest rates. Accordingly,
actual results could vary significantly from those set forth in such projections.

Historical exchange ratio analysis

JPMorgan reviewed the per share daily closing market price of SIRIUS common stock and XM common stock over
the previous year, and calculated the implied historical exchange ratios during this period by dividing the daily closing
prices per share of XM common stock by those of SIRIUS common stock and the average of those implied historical
exchange ratios for the one-day, five-day, ten-day, one-month, three-month, six-month, one-year and two-year periods
ending February 16, 2007. The analysis resulted in the following average implied exchange ratios for the periods
indicated (rounded to the nearest hundredth):

Exchange
Ratio

Current (02/16/2007) 3.78x
1-day 3.61x
5-day 3.67x
10-day 3.72x
1-month 3.80x
3-month 3.86x
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6-month 3.51x
1-year 3.62x

2-year 4.32x

JPMorgan noted that an historical stock trading analysis is not a valuation methodology and that such analysis was
presented merely for informational purposes.
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Relative Discounted Cash Flow Analysis

JPMorgan conducted a discounted cash flow analysis for each of XM and SIRIUS for the purpose of determining their
respective fully diluted equity value per share on a stand-alone basis (i.e., without Synergies).

JPMorgan calculated the unlevered free cash flows that XM and SIRIUS are expected to generate during fiscal years
2007 through 2016 based upon financial projections prepared by the management of XM in connection with the
proposed transaction. JPMorgan also calculated a range of terminal values of both XM and SIRIUS at the end of the
10-year period ending 2016 by applying a perpetual revenue growth rate ranging from 2.5% to 4.5%. The unlevered
free cash flows and the range of terminal values were then discounted to present values using a range of discount rates
from 10.0% to 14.0%, which were chosen by JPMorgan based upon an analysis of the weighted average cost of
capital of XM and SIRIUS. The present value of the unlevered free cash flows and the range of terminal asset values
were then adjusted for XM and SIRIUS� estimated 2006 fiscal year-end net debt to obtain fully diluted equity value.

As part of the total equity value calculated for XM, JPMorgan calculated the present value of the tax benefit from
XM�s estimated net operating loss carry-forwards (referred to as NOLs) balance as of December 31, 2006. As part of
the total equity value calculated for SIRIUS, JPMorgan calculated the present value of SIRIUS� estimated NOLs
balance as of December 31, 2006.

The analysis yielded the following implied equity value per share:

XM SIRIUS

Management Street Management
Adj.

Management Street

High $ 43.15 $ 22.19 $ 10.30 $ 8.43 $ 5.78
Mid-point 35.72 17.91 8.54 6.94 4.78
Low 30.40 14.86 7.29 5.87 4.04

JPMorgan compared the results for the XM Management Case to the SIRIUS Management Case and to the SIRIUS
Adjusted Management Case. JPMorgan also compared the results for the XM Street Case to the SIRIUS Street Case.
For each comparison, JPMorgan compared the highest equity value per share for XM to the lowest equity value per
share for SIRIUS to derive the highest relative ownership implied by each pair of estimates. JPMorgan also compared
the lowest equity value per share for XM to the highest equity value per share for SIRIUS to derive the lowest relative
ownership implied by each pair of estimates. These relative equity ownerships yielded the following implied exchange
ratios:

Exchange
Ratio

XM Management Case to SIRIUS Management Case
Lowest XM equity value per share to highest SIRIUS equity value per share 3.0x
Highest XM equity value per share to lowest SIRIUS equity value per share 5.9x
XM Management Case to SIRIUS Adjusted Management Case
Lowest XM equity value per share to highest SIRIUS equity value per share 3.6x
Highest XM equity value per share to lowest SIRIUS equity value per share 7.4x
XM Street Case to SIRIUS Street Case
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Lowest XM equity value per share to highest SIRIUS equity value per share 2.6x
Highest XM equity value per share to lowest SIRIUS equity value per share 5.5x

Contribution Analysis

JPMorgan analyzed the contribution of each of XM and SIRIUS to the pro forma combined company with respect to
subscribers, EBITDA (pre-stock based compensation), operating cash flow, or OCF, and levered free cash flow, or
LFCF (defined as OCF minus capital expenditures), for fiscal years 2006 through 2010 and, except for subscribers,
2007-2010 cumulative. Out of the four metrics, JPMorgan focused on subscriber projections and LFCF. A focus on
subscriber contributions assumes that per subscriber profitability of XM and SIRIUS will converge over time. LFCF is
more relevant than EBITDA and OCF because EBITDA and OCF do not take into account the impact
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of capital expenditure. Three sets of relative contribution analyses were prepared comparing: (i) XM Management
Case and SIRIUS Management Case; (ii) XM Management Case and SIRIUS Adjusted Management Case; and (iii)
XM Street Case and SIRIUS Street Case. These three sets of analyses yielded the following pro forma diluted equity
value contributions and implied exchange ratios.

For purposes of the contribution analysis, JPMorgan assumed that the contributions with respect to subscribers,
EBITDA and OCF reflected each company�s contribution to the combined company�s pro forma firm value. Equity
value contributions were derived by adjusting firm value contributions for outstanding net debt. JPMorgan assumed
that contributions with respect to LFCF reflected each company�s contribution to the combined company�s pro forma
equity value.

i. XM Management Case and SIRIUS Management Case

Subscribers 2006 2007 2008 2009 2010

XM contribution 57% 53% 49% 49% 48%
Implied exchange ratio 6.1x 5.1x 4.5x 4.3x 4.3x

2007-2010
EBITDA 2006 2007 2008 2009 2010 Cumul.

XM contribution 80% 65% 57% 44% 48% 50%
Implied exchange ratio 18.5x 8.5x 6.0x 3.6x 4.2x 4.5x

2007-2010
OCF 2006 2007 2008 2009 2010 Cumul.

XM contribution 49% 31% 46% 39% 49% 45%
Implied exchange ratio 4.4x 2.0x 4.0x 2.9x 4.4x 3.8x

2007-2010
LFCF 2006 2007 2008 2009 2010 Cumul.

XM contribution 42% NM 82% 42% 51% 47%
Implied exchange ratio 3.3x NM 20.6x 3.3x 4.8x 4.1x

ii. XM Management Case and SIRIUS Adjusted Management Case

Subscribers 2006 2007 2008 2009 2010

XM contribution 57% 53% 51% 50% 50%
Implied exchange ratio 6.1x 5.1x 4.7x 4.5x 4.5x
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2007-2010
EBITDA 2006 2007 2008 2009 2010 Cumul.

XM contribution 80% 74% NM 60% 56% 72%
Implied exchange ratio 18.5x 13.1x NM 6.8x 5.8x 11.8x

2007-2010
OCF 2006 2007 2008 2009 2010 Cumul.

XM contribution 49% NM NM 47% 56% 57%
Implied exchange ratio 4.4x NM NM 4.1x 5.8x 6.0x

2007-2010
LFCF 2006 2007 2008 2009 2010 Cumul.

XM contribution 42% 42% NM 57% 61% 68%
Implied exchange ratio 3.3x 3.3x NM 6.1x 7.1x 9.7x
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iii. XM Street Case and SIRIUS Street Case

Subscribers 2006 2007 2008 2009 2010

XM contribution 55% 51% 50% 50% 49%
Implied exchange ratio 5.6x 4.8x 4.6x 4.5x 4.4x

2007-2010
EBITDA 2006 2007 2008 2009 2010 Cumul.

XM contribution 76% 73% NM 40% 38% 49%
Implied exchange ratio 14.2x 12.1x NM 3.1x 2.8x 4.4x

2007-2010
OCF 2006 2007 2008 2009 2010 Cumul.

XM contribution 47% 66% 45% 40% 39% 40%
Implied exchange ratio 4.0x 9.0x 3.7x 3.1x 2.9x 3.1x

2007-2010
LFCF 2006 2007 2008 2009 2010 Cumul.

XM contribution 43% 39% NM 37% 40% 41%
Implied exchange ratio 3.5x 3.0x NM 2.7x 3.1x 3.1x

JPMorgan then compared the exchange ratio in the proposed merger to: (1) the exchange ratios implied by the relative
equity values per share in the discounted cash flow analysis and (2) the exchange ratios implied by the contribution
analysis.

Historical premiums analysis

JPMorgan analyzed premiums paid on selected precedent mergers of equals (82 transactions since 1995) and selected
acquisitions of U.S. targets, excluding mergers of equals, divided into transactions involving all-stock or mixed
consideration and transactions involving all-cash consideration (a total of 2,848 transactions since 1999).

Mergers of equals

Premium paid <5% 5-10% 10-20% 20-30% >30%
% of transactions 38% 35% 20% 4% 3%

The median derived from this analysis is 6.0%.

Acquisitions excluding MoE 100% stock and mixed consideration
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Premium paid <5% 5-10% 10-20% 20-30% >30%
% of transactions 15% 8% 17% 18% 42%

The median derived from this analysis is 25.8%.

Acquisitions excluding MoE 100% cash consideration

Premium paid <5% 5-10% 10-20% 20-30% >30%
% of transactions 12% 6% 15% 18% 48%

The median derived from this analysis is 28.7%.

Based on the February 16, 2007 (the last trading day prior to the announcement of the transaction) closing prices of
$13.98 and $3.70 for XM and SIRIUS respectively, the premium implied by the proposed 4.60x exchange ratio is
21.7%.

JPMorgan noted that an historical premiums analysis is not a valuation methodology and that such analysis was
presented merely for informational purposes.
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XM Per Share Accretion Analysis

JPMorgan prepared a multiples-based analysis of the pro forma financial impact of the merger. Based on the XM
Management Case and SIRIUS Management Case projections, and XM and SIRIUS share prices and current net debt
as of February 16, 2007, JPMorgan calculated implied 2010 trading multiples:

Metric XM SIRIUS

Firm value / 2010 EBITDA 6.5x 7.0x
Equity value / 2010 LFCF 4.4x 5.6x

JPMorgan calculated the implied pro forma trading multiples assuming that immediately after closing, the pro forma
company traded at a constant price of $3.70 (SIRIUS� share price on February 16, 2007). JPMorgan also calculated the
implied pro forma share price assuming that the combined entity will trade at a firm value to 2010 EBITDA multiple
equal to the weighted average of XM and SIRIUS� standalone multiples. Finally, JPMorgan calculated the implied pro
forma share price assuming that the combined entity will trade at an equity value to 2010 LFCF multiple equal to the
weighted average of XM and SIRIUS� standalone multiples.

Pro forma net debt was adjusted to include the cost to achieve synergies and transaction costs, and pro forma EBITDA
and LFCF projections reflected XM management�s assumptions on the synergies that will be realized from the merger.
The implied XM share price accretion/dilution impact was calculated based as SIRIUS� implied pro forma share price
times the 4.60x proposed exchange ratio.

Constant Constant 2010 Constant 2010
Metric Share Price FV/EBITDA EV/LFCF

Implied share price $ 3.70 $ 4.39 $ 3.97
Implied 2010 FV/EBITDA 5.8x 6.8x 6.2x
Implied 2010 EV/LFCF 4.7x 5.6x 5.1x
Accretion to XM 22% 44% 31%

Value Creation Analysis

JPMorgan conducted a value creation analysis that compared the share price of XM common stock derived from a
discounted cash flow valuation on a stand-alone basis to the equity value per share pro forma for the merger. The pro
forma equity value per share was equal to: (1) (a) XM�s stand-alone discounted cash flow value (including the present
value of the expected tax shield from NOLs), plus (b) SIRIUS� stand-alone discounted cash flow value, plus (including
the present value of the expected tax shield from NOLs), (c) the present value of the synergies, less (d) the cost to
achieve synergies and transaction costs, less (e) an NOL adjustment; divided by (2) pro forma diluted shares
outstanding. The NOL adjustment represented the impact of the transaction on the present value of the tax shield from
NOLs, taking into account limits on the ability to utilize each of XM�s and SIRIUS� NOLs as a result of a change of
control under Sec. 382 of the Code and each of XM�s and SIRIUS� net unrealized built in gains. The value creation
analysis was repeated using different combinations of projections for the XM and SIRIUS discounted cash flow, or
DCF, valuations: (1) XM Management Case and SIRIUS Management Case, (2) XM Management Case and SIRIUS
Adjusted Management Case and (3) XM Street Case and SIRIUS Street Case.
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JPMorgan also prepared a value creation analysis that compared the market price of XM common stock as of
February 16, 2007 to the equity value per share pro forma for the merger. The pro forma equity value per share was
equal to: (1) (a) the public market equity value of XM, plus (b) the public market equity value of SIRIUS, plus, (c) the
value of expected synergies calculated by applying a multiple to XM management�s estimate of run-rate synergies, less
(d) the cost to achieve synergies and transaction costs divided by (2) the pro forma diluted number of shares
outstanding.
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XM valuation SIRIUS Valuation Accretion

DCF value
XM Management Case

DCF value
SIRIUS Management Case 20%

DCF value
XM Management Case

DCF value
SIRIUS Adj. Mgmt. Case 10%

DCF value
XM Street Case

DCF value
SIRIUS Street Case 44%

Market value Market value 61%

The foregoing summary of certain material financial analyses does not purport to be a complete description of the
analyses or data presented by JPMorgan. The preparation of a fairness opinion is a complex process and is not
necessarily susceptible to partial analysis or summary description. JPMorgan believes that the foregoing summary and
its analyses must be considered as a whole and that selecting portions of the foregoing summary and these analyses,
without considering all of its analyses as a whole, could create an incomplete view of the processes underlying the
analyses and its opinion. In arriving at its opinion, JPMorgan reviewed various financial and operational metrics for
both XM and SIRIUS, including projections with respect to SIRIUS which were made available to JPMorgan by or on
behalf of SIRIUS. Although the principal SIRIUS metrics utilized by JPMorgan in its financial analyses included
projections of SIRIUS subscribers, revenue, adjusted operating (loss)/income, operating cash flow, capital
expenditures and free cash flow, in arriving at its opinion, JPMorgan did not attribute any particular weight to any
analyses or factors considered by it and did not form an opinion as to whether any individual analysis or factor
(positive or negative), considered in isolation, supported or failed to support its opinion. Rather, JPMorgan considered
the totality of the factors and analyses performed in determining its opinion. Analyses based upon forecasts of future
results are inherently uncertain, as they are subject to numerous factors or events beyond the control of the parties and
their advisors. Accordingly, forecasts and analyses used or made by JPMorgan are not necessarily indicative of actual
future results, which may be significantly more or less favorable than suggested by those analyses. Moreover,
JPMorgan�s analyses are not and do not purport to be appraisals or otherwise reflective of the prices at which
businesses actually could be bought or sold.

As a part of its investment banking business, JPMorgan and its affiliates are continually engaged in the valuation of
businesses and their securities in connection with mergers and acquisitions, investments for passive and control
purposes, negotiated underwritings, secondary distributions of listed and unlisted securities, private placements, and
valuations for estate, corporate and other purposes. JPMorgan was selected on the basis of such experience and its
familiarity with XM to advise XM in connection with the merger and to deliver a fairness opinion to the board of
directors of XM addressing only the fairness from a financial point of view of the exchange ratio pursuant to the
merger agreement to XM as of the date of such opinion.

For services rendered in connection with the merger (including the delivery of its opinion), XM has agreed to pay
JPMorgan $12,500,000, a substantial portion of which is dependent on completion of the transaction. In addition, XM
has agreed to reimburse JPMorgan for its expenses incurred in connection with its services, including the fees and
disbursements of counsel, and will indemnify JPMorgan against certain liabilities, including liabilities arising under
the federal securities laws. The XM directors reviewed the material terms of the JPMorgan engagement letter,
including the contingent fee arrangements. Although the board did not discuss the issue of whether the fee structure
represented a �conflict of interest� using such terminology, it did conclude that the fee agreements did not compromise
the independence of JPMorgan as financial advisor to XM or the quality of the JPMorgan opinion. The XM board of
directors did not adopt a formal resolution reflecting the foregoing.
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JPMorgan and its affiliates have performed in the past, and may continue to perform, certain services for XM, SIRIUS
and their respective affiliates, all for customary compensation, including (1) acting as joint bookrunner in connection
with XM�s private offering of $600 million of unsecured 9.75% senior notes due 2014 and $200 million of unsecured
senior floating rate notes due 2013 in May 2006, (2) acting as lead bookrunner in connection with XM�s $250 million
senior secured credit facility in April 2006, (3) providing treasury and security services to XM on an ongoing basis,
(4) acting as lead bookrunner in connection with SIRIUS� prospective offering of $250 million of senior notes in
March 2005, which was not priced due to market conditions, and (5) acting as underwriter of a block trade of SIRIUS
common stock for Apollo Investment Fund IV, L.P. and Apollo Overseas Partners IV, L.P. in
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September 2005. JPMorgan�s commercial bank affiliate is agent bank and lender to XM under its $250 million senior
secured revolving credit facility. In the ordinary course of their businesses, JPMorgan and its affiliates may actively
trade the debt and equity securities of XM or SIRIUS for their own accounts or for the accounts of customers and,
accordingly, they may at any time hold long or short positions in such securities.

Interests of Directors and Executive Officers in the Merger

Interests of Directors and Executive Officers of XM in the Merger

In considering the recommendations of XM�s board of directors with respect to its approval of the merger agreement,
XM�s stockholders should be aware that XM�s executive officers and directors have interests in the merger that are
different from, or in addition to, those of the XM stockholders generally.

Stock Options and Restricted Stock

In the merger, all outstanding XM employee stock options and restricted stock awards will be converted into options
and restricted stock awards of SIRIUS, in each case, on terms substantially identical to those in effect immediately
prior to the completion of the merger, and those options and restricted stock awards will entitle the holder to receive
SIRIUS common stock. The number of shares issuable under those options and restricted stock awards, and, where
applicable, the exercise prices for those options and awards, will be adjusted based on the exchange ratio. In addition,
to the extent that the transfer of shares of XM common stock issuable upon exercise of any XM option (or issued in
connection with any previously exercised XM option) is conditioned upon the fair market value of XM common stock
achieving a specified percentage increase over the exercise price of such XM option, such restriction will be applied
by requiring the same percentage increase in SIRIUS common stock over the exercise price of the corresponding
converted option (or, in the case of a previously exercised XM option, the exercise price that would have been
determined under the calculation above had such XM option been outstanding at the completion of the merger). A
similar adjustment will occur with respect to any transfer restrictions applicable with respect to shares subject to, or
acquired pursuant to, XM restricted stock awards.

In addition, restricted stock awards held by XM executive officers will become 100% vested upon an involuntary
termination or resignation for good reason within one year of a change in control, stock options held by XM executive
officers will become 100% vested upon an involuntary termination of employment or resignation for good reason
within one year of a change in control, and stock options will be fully exercisable for up to twelve months following
such termination. All trading restrictions on restricted shares and options will also lapse upon a qualifying termination.
For these purposes, �change in control� is defined in a manner that includes consummation of the merger. The treatment
of outstanding stock options and restricted stock awards held by the XM Chairman, CEO and COO are described
below under �Employment Agreements.�

Employment Agreements

Chairman.  XM has an employment agreement with Gary Parsons, its Chairman, dated August 6, 2004, last amended
April 4, 2007. Pursuant to his employment agreement, in the event of a termination of employment of Mr. Parsons
without cause, or if Mr. Parsons were to resign for good reason (which includes a change in control of XM), he will be
paid a lump sum equal to two times the sum of base salary and target annual bonus for the year of termination and XM
will continue to make available (or pay annually in a lump sum) all applicable benefits for two years. In the event of
such a termination, Mr. Parsons also will be entitled to receive a pro-rated portion of his target annual bonus for the
year in which such termination occurs. In addition, all options and restricted shares granted to Mr. Parsons will vest
immediately and options will remain exercisable for eighteen months. In addition, contractual trading restrictions on
all restricted shares and shares acquired pursuant to options granted under Mr. Parson�s employment agreement will
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lapse after termination without cause or resignation for good reason within one year following a change in control. For
these purposes �change in control� is defined in a manner that includes the consummation of the merger. The
employment agreement also provides for a gross-up payment to be made to Mr. Parsons in the event of any excise tax
penalties imposed by Section 4999 of the Code (relating to golden parachute payments).

Former Chief Executive Officer.  XM has an employment agreement with Hugh Panero, its former CEO, dated
August 6, 2004, last amended April 4, 2007. XM and Mr. Panero have agreed that his employment terminated
effective August 10, 2007. Pursuant to the employment agreement, in connection with such termination,
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(1) Mr. Panero will be paid a severance amount equal to three times the sum of base salary and target bonus for 2007,
(2) XM will make available all applicable benefits for eighteen months following such termination and will make a
cash payment to Mr. Panero in lieu of three and one-half years of additional benefit continuation to which he was
otherwise entitled and (3) Mr. Panero will receive a pro-rated portion of his target annual bonus for 2007. The cash
payments described above will be approximately $4.9 million in the aggregate. In addition, in connection with such
termination, all options and restricted stock awards vested upon such termination, other than stock grants made in
2007, which will vest on completion of the consulting term described below. All options will remain exercisable for
eighteen months. All trading restrictions on stock acquired pursuant to restricted share awards and options under the
employment agreement lapsed upon such termination. The agreement also provides that Mr. Panero will perform
part-time consulting services until the earlier of March 31, 2008 and consummation of the merger. The agreement also
provides for a gross-up payment to be made to Mr. Panero for any penalties imposed by Section 409A of the Code
(relating to nonqualified deferred compensation). The payments and benefits described above are not conditioned on
the completion of the merger. The agreement also provides for a gross-up payment to be made to Mr. Panero in the
event of any excise tax penalties imposed by Section 4999 of the Code (relating to golden parachute payments). It is
not known at this time whether any Section 409A penalties or Section 4999 excise tax penalties would be imposed on
Mr. Panero.

President and Interim Chief Executive Officer.  XM has an employment agreement with Nathaniel Davis, its President
and Interim Chief Executive Officer, dated July 20, 2006, last amended August 10, 2007. The employment agreement
provides for a severance amount equal to two times the sum of base salary and target discretionary bonus for the year
of termination (or, if following a change in control, target discretionary bonus for the year of the change in control, if
higher), as well as two years� benefits continuation, to be paid or provided if Mr. Davis is terminated without cause or
resigns for good reason (which includes a change in control of XM, and the appointment of a new CEO of XM other
than himself or Mr. Parsons). Mr. Davis also will be entitled to receive a pro-rated portion of his annual bonus for the
year, based on target discretionary bonus for the year of termination (or, if following a change in control, target
discretionary bonus for the year of the change in control, if higher). The employment agreement also provides for all
trading restrictions on stock acquired pursuant to restricted share awards and options under the employment agreement
to lapse after termination without cause or resignation for good reason within one year following a change in control.
For these purposes, �change in control� is defined in a manner that includes consummation of the merger. The
agreement also provides for a gross-up payment to be made to the executive in the event of any excise tax penalties
imposed by Section 4999 of the Code (relating to golden parachute payments).

Mr. Davis previously served as XM�s President and Chief Operating Officer, but was appointed President and Interim
Chief Executive Officer in connection with Mr. Panero�s departure.

Severance Agreements

XM has entered into change in control severance agreements with each of the executive officers of XM other than the
XM Chairman, CEO and COO. The agreements provide, among other things, that if a change in control of XM occurs
and as a result the officer is either involuntarily terminated or terminates his or her employment for good reason, the
officer will receive a lump sum cash payment equal to two times the sum of the officer�s base salary and target annual
bonus, a pro-rata target annual bonus in respect of the year of termination, continued health and insurance benefits for
two years, and outplacement services for two years. All contractual trading restrictions on stock acquired pursuant to
restricted share awards and options also will lapse. For these purposes, �change in control� is defined in a manner that
would include consummation of the merger. The change in control agreements also provide for a gross-up payment to
be made to the executive in the event of any excise tax penalties imposed by Section 4999 of the Code (relating to
golden parachute payments).

Indemnification and Insurance
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XM and each of its directors and executive officers have previously entered into indemnification agreements. Under
the indemnification agreements, each director and executive officer is entitled to be indemnified against damages,
judgments, fines penalties and settlements in connection with threatened or actual litigation related to his or her
capacity as director or executive officer. XM�s certificate of incorporation and its Bylaws provide that XM
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shall indemnify its directors and officers to the fullest extent not prohibited by the Delaware General Corporation
Law. In addition, XM has obtained an insurance policy covering directors and officers for claims that such directors
and officers may otherwise be required to pay or for which XM is required to indemnify them, subject to certain
exclusions.

The merger agreement provides that, following the completion of the merger, the combined company will indemnify
and hold harmless, and provide advancement of claims-related expenses to, all past and present directors, officers and
employees of XM and its subsidiaries against all losses, claims, expenses or liabilities pertaining to matters occurring
prior to the closing of the merger. This indemnification will apply to the same extent such persons are indemnified or
have the right to advancement of expenses as of the date of the merger agreement by XM pursuant to XM�s certificate
of incorporation, bylaws and indemnification agreements in existence on the date hereof with any directors, officers
and employees of XM and its subsidiaries.

The merger agreement also provides that SIRIUS shall maintain XM�s current directors� and officers� liability insurance
policies for a period of six years.

Designation of XM�s Chairman as Chairman of the Board of Directors of the Combined Company

Under the merger agreement, Gary M. Parsons, XM�s Chairman, will become chairman of the board of directors of the
combined company upon completion of the merger.

Designation as Directors of the Combined Company

The SIRIUS board of directors after the merger will initially consist of 12 directors. Mel Karmazin, SIRIUS� CEO and
a member of the SIRIUS board of directors, will remain CEO of the combined company and a member of the board of
directors. Gary M. Parsons, XM�s Chairman, will become chairman of the board of directors of the combined
company. Of the remaining 10 directors, SIRIUS and XM will each designate four directors (who may be existing
directors), who will qualify as independent directors, and XM will designate two additional directors (one will be a
designee of General Motors and the other will be a designee of American Honda).

Continued Employment with the Combined Company

Certain of XM�s current executive officers will be offered continued employment with the combined company after the
effective time of the merger. The exact composition of the combined company�s executive management following the
merger has not been finalized as of the date of this Proxy Statement. No executive of either company has given notice
of intent to terminate his or her employment other than Mr. Panero, as described above. Similarly, neither company
has given notice of intent to terminate the employment of any of its respective executives. It is therefore not known at
this time whether any terminations of employment in connection with the merger will occur which will trigger
severance and termination payments.

Interests of Directors and Executive Officers of SIRIUS in the Merger

In considering the recommendations of SIRIUS� board of directors with respect to its approval of the merger
agreement, SIRIUS� stockholders should be aware that SIRIUS� executive officers and directors have interests in the
merger that are different from, or in addition to, those of the SIRIUS stockholders generally.

CEO and Board of Directors
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The CEO of SIRIUS, who is also a director of SIRIUS, will, pursuant to the merger agreement, remain CEO of the
combined company and will remain on the board of directors of the combined company. In addition, four current
SIRIUS directors will serve on the board of directors of the combined company.

Employment Agreements

SIRIUS has entered into employment agreements with each of its executive officers, which contain provisions
regarding payments upon a termination of employment.
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Chief Executive Officer.  In November 2004, SIRIUS entered into a five-year agreement with Mel Karmazin to serve
as its Chief Executive Officer. Pursuant to SIRIUS� agreement with Mr. Karmazin, his stock options and shares of
restricted stock will vest upon his termination of employment for good reason, upon his death or disability, and in the
event of a change in control (defined in a manner that does not include the proposed merger with XM). In the event
Mr. Karmazin�s employment is terminated by SIRIUS without cause, his unvested stock options and shares of
restricted stock will vest and become exercisable, and he will receive his current base salary for the remainder of the
term and any earned but unpaid annual bonus. In the event that any payment we make, or benefit SIRIUS provides, to
Mr. Karmazin would be deemed to be an �excess parachute payment� under Section 280G of the Code such that he
would be subject to an excise tax, SIRIUS has agreed to pay Mr. Karmazin the amount of such tax and such additional
amount as may be necessary to place him in the exact same financial position that he would have been in if the excise
tax was not imposed.

President, Entertainment and Sports.  Scott A. Greenstein has agreed to serve as SIRIUS� President, Entertainment and
Sports, through July 2009. If Mr. Greenstein�s employment is terminated without cause or he terminates his
employment for good reason, he is entitled to receive a lump sum payment equal to (i) his base salary in effect from
the termination date through July 2009 and (ii) any annual bonuses, at a level equal to 60% of his base salary, that
would have been customarily paid during the period from the termination date through July 2009. In the event
Mr. Greenstein�s employment is terminated without cause or he terminates his employment for good reason, SIRIUS is
also obligated to continue his medical, dental, and life insurance benefits for eighteen months following his
termination. Medical, dental, and life insurance benefits will continue through July 2009 if the time period at
termination is longer than eighteen months. If, following the occurrence of a change in control (defined in a manner
that does not include the proposed merger with XM), Mr. Greenstein is terminated without cause or he terminates his
employment for good reason, SIRIUS is obligated to pay Mr. Greenstein the lesser of (i) four times his base salary and
(ii) 80% of the multiple of base salary, if any, that SIRIUS� Chief Executive Officer would be entitled to receive under
his or her employment agreement if he or she was terminated without cause or terminated for good reason following
such change in control. SIRIUS is also obligated to continue Mr. Greenstein�s medical, dental, and life insurance
benefits, or pay him an amount sufficient to replace these benefits, until the third anniversary of his termination date.
In the event that any payment SIRIUS makes, or benefit it provides, to Mr. Greenstein would be deemed to be an
�excess parachute payment� under Section 280G of the Code such that he would be subject to an excise tax, SIRIUS has
agreed to pay Mr. Greenstein the amount of such tax and such additional amount as may be necessary to place him in
the exact same financial position that he would have been in if the excise tax was not imposed.

President, Operations and Sales.  SIRIUS has entered into an amended and restated employment agreement with
James E. Meyer, dated June 6, 2007, to continue to serve as its President, Operations and Sales, through April 30,
2010 at his present salary. If Mr. Meyer�s employment is terminated without cause or he terminates his employment
for good reason, SIRIUS will pay him a lump sum payment equal to (i) his annual base salary in effect on the
termination date plus, (ii) the greater of (x) a bonus equal to 60% of his annual base salary or (y) the prior year�s bonus
actually paid to him (the �Designated Amount�). Pursuant to the employment agreement, Mr. Meyer may elect to retire
in April 2008, April 2009 or April 2010. In the event he elects to retire, SIRIUS has agreed to pay him a lump sum
payment equal to the Designated Amount.

If, following the consummation of the merger, Mr. Meyer elects to retire (which he may do shortly following the
merger or the next April following the merger), or Mr. Meyer is terminated without cause or he terminates his
employment for good reason during the 12 month period following the merger, SIRIUS will pay him a lump sum
payment equal to two times the Designated Amount.

Upon the expiration of Mr. Meyer�s employment agreement in April 2010 or following his retirement, if earlier,
SIRIUS has agreed to offer Mr. Meyer a one-year consulting agreement. SIRIUS expects to reimburse Mr. Meyer for
all of his reasonable out-of-pocket expenses associated with the performance of his obligations under this consulting
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agreement, but does not expect to pay him any cash compensation. Mr. Meyer�s stock options will continue to vest and
will be exercisable during the term of this consulting agreement.

The employment agreement also provides for a gross-up payment to be made to Mr. Meyer in the event of any excise
tax penalties imposed by Section 4999 of the Code (relating to golden parachute payments).
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General Counsel and Secretary.  Patrick Donnelly has agreed to serve as SIRIUS� Executive Vice President, General
Counsel and Secretary, through April 30, 2010. If Mr. Donnelly�s employment is terminated without cause or he
terminates his employment for good reason, SIRIUS is obligated to pay Mr. Donnelly his annual salary and the annual
bonus last paid to him and to continue his medical and life insurance benefits for one year. In the event that any
payment SIRIUS makes, or benefit it provides, to Mr. Donnelly would be deemed to be an �excess parachute payment�
under Section 280G of the Code such that he would be subject to an excise tax, SIRIUS has agreed to pay
Mr. Donnelly the amount of such tax and such additional amount as may be necessary to place him in the exact same
financial position that he would have been in if the excise tax was not imposed.

Chief Financial Officer.  David J. Frear has agreed to serve as SIRIUS� Executive Vice President and Chief Financial
Officer through July 2008. If Mr. Frear�s employment is terminated without cause or he terminates his employment for
good reason, SIRIUS is obligated to pay Mr. Frear his annual salary and the annual bonus last paid to him and to
continue his medical and life insurance benefits for one year. In the event that any payment SIRIUS makes, or benefit
it provides, to Mr. Frear would be deemed to be an �excess parachute payment� under Section 280G of the Code such
that he would be subject to an excise tax, SIRIUS has agreed to pay Mr. Frear the amount of such tax and such
additional amount as may be necessary to place him in the exact same financial position that he would have been in if
the excise tax was not imposed.

Accounting Treatment

The merger will be accounted for as an acquisition of XM by SIRIUS under the purchase method of accounting of
U.S. generally accepted accounting principles. Under the purchase method of accounting, the assets and liabilities of
the acquired company are, as of completion of the merger, recorded at their respective fair values and added to those
of the reporting public issuer, including an amount for goodwill representing the difference between the purchase
price and the fair value of the identifiable net assets. Financial statements of SIRIUS issued after the merger will
reflect only the operations of XM after the merger and will not be restated retroactively to reflect the historical
financial position or results of operations of XM.

All unaudited pro forma condensed combined financial statements contained in this Proxy Statement were prepared
using the purchase method of accounting. The final allocation of the purchase price will be determined after the
merger is completed and after completion of an analysis to determine the fair value of XM�s assets and liabilities.
Accordingly, the final purchase accounting adjustments may be materially different from the unaudited pro forma
adjustments. Any decrease in the fair value of the assets or increase in the fair value of the liabilities of XM as
compared to the unaudited pro forma information included in this Proxy Statement will have the effect of increasing
the amount of the purchase price allocable to goodwill.

Regulatory Approvals Required for the Merger

Federal Communications Commission

Under the Communications Act of 1934, before the completion of the merger, the Federal Communications
Commission, or FCC, must approve the transfer to SIRIUS of control of XM and those subsidiaries of XM that hold
FCC licenses and authorizations as well as the deemed transfer of FCC licenses and authorizations held by SIRIUS
and its subsidiary to the combined company. The FCC must determine whether SIRIUS is qualified to control these
licenses and authorizations and whether the transfer is consistent with the public interest, convenience and necessity.
SIRIUS and XM filed on March 20, 2007 a consolidated application for authority to transfer control with the FCC. On
June 8, 2007, the FCC released a public notice seeking comment on the consolidated application. Comments and
objections were filed on or before July 9, 2007 and SIRIUS and XM filed a joint reply on July 24, 2007. On June 27,
2007, the FCC released a notice of proposed rule making seeking public comment on whether language prohibiting
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rule should be changed to allow the merger. SIRIUS, XM and other interested parties filed comments on or before
August 13, 2007 and reply comments on or before August 27, 2007.
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United States Antitrust Laws

Under the Hart-Scott-Rodino Act and the rules promulgated under that act by the Federal Trade Commission, or FTC,
the merger may not be completed until notifications have been given and information furnished to the FTC and to the
Antitrust Division of the Department of Justice and the specified waiting period has been terminated or has expired.
XM and SIRIUS each filed notification and report forms under the Hart-Scott-Rodino Act with the FTC and the
Antitrust Division on March 12, 2007. At any time before or after completion of the merger, the FTC or the Antitrust
Division could take any action under the antitrust laws as it deems necessary or desirable in the public interest,
including seeking to enjoin completion of the merger or seeking divestiture of substantial assets of XM or SIRIUS.
The merger also is subject to review under state antitrust laws and could be the subject of challenges by states or
private parties under the antitrust laws.

On April 12, 2007, XM and SIRIUS received from the Antitrust Division a request for additional information and
material relating to the merger, generally referred to as a �Second Request�, under the Hart-Scott-Rodino Act. The effect
of the Second Request is to extend the waiting period imposed by the Hart-Scott-Rodino Act until 30 days after XM
and SIRIUS have substantially complied with the Second Request, unless that period is extended voluntarily by the
parties or terminated sooner by the Department of Justice. On September 4, 2007, XM and SIRIUS each certified to
the Antitrust Division that they were in substantial compliance with its Second Request.

Restrictions on Sales of Shares of SIRIUS Common Stock Received in the Merger

SIRIUS shares of common stock issued in the merger will not be subject to any restrictions on transfer arising under
the Securities Act of 1933, as amended, except for SIRIUS shares issued to any XM stockholder who may be deemed
to be an �affiliate� of XM or SIRIUS.

Under Rule 145, former XM stockholders who were affiliates of XM at the time of the XM special meeting and who
are not affiliates of SIRIUS after the completion of the merger may sell their SIRIUS shares at any time subject to the
volume and sale limitations of Rule 144 under the Securities Act. In addition, so long as former XM affiliates are not
affiliates of SIRIUS following the completion of the merger, and a period of at least one year has elapsed after the
completion of the merger, the former XM affiliates may sell their SIRIUS shares without regard to the volume and
sale limitations of Rule 144 under the Securities Act if there is adequate current public information available about
SIRIUS in accordance with Rule 144. After a period of two years has elapsed following the completion of the merger,
and so long as former XM affiliates are not affiliates of SIRIUS and have not been for at least three months before any
sale, they may freely sell their SIRIUS shares. Former XM stockholders who are or become affiliates of SIRIUS after
completion of the merger will remain or be subject to the volume and sale limitations of Rule 144 under the Securities
Act until they are no longer affiliates of SIRIUS. The SEC has recently proposed revisions to Rule 145 which, if
adopted as proposed, may change the applicability of Rule 145 to the merger. The anticipated timing for the adoption
of any revisions to Rule 145 and whether such revisions will be adopted as proposed are unknown as of the date of
this proxy statement. This Proxy Statement does not cover resales of SIRIUS received by any person upon completion
of the merger, and no person is authorized to make any use of this Proxy Statement in connection with any resale.

Appraisal Rights

Under Section 262 of the General Corporation Law of the State of Delaware, holders of shares of SIRIUS common
stock and XM common stock do not have appraisal rights in connection with the merger. However, the holder of XM
Series A convertible preferred stock will have the right to seek appraisal of the fair value of its shares, under Delaware
General Corporation Law.

NASDAQ Listing of SIRIUS Common Stock; Delisting and Deregistration of XM Common Stock
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Before the completion of the merger, SIRIUS has agreed to use all reasonable efforts to cause the shares of SIRIUS
common stock to be issued in the merger and reserved for issuance under any equity awards to be approved for listing
on the NASDAQ Global Select Market. Such approval is a condition to the completion of the merger. If the merger is
completed, XM common stock will cease to be listed on the NASDAQ and its shares will be deregistered under the
Securities Exchange Act of 1934, as amended, or the Exchange Act.

48

Edgar Filing: SIRIUS SATELLITE RADIO INC - Form S-4/A

Table of Contents 118



Table of Contents

LITIGATION RELATING TO THE MERGER

On March 14 and March 20, 2007, two putative class action lawsuits entitled Brockwell v. Sirius Satellite Radio, Inc.,
et al., Index No. 60019/07 and Johnson v. Sirius Satellite Radio, Inc., et al., Index No. 600899/07, were filed against
SIRIUS and its directors in the Supreme Court of the State of New York (New York County). The Brockwell and
Johnson complaints allege that the directors breached their fiduciary duties and engaged in self-dealing by agreeing to
merge SIRIUS with XM at an unfair exchange rate. More specifically, the lawsuit alleges that in agreeing to the
merger with XM, the directors failed to adequately account for and consider: (i) the true value of SIRIUS and XM;
(ii) certain XM litigation and regulatory liabilities; and (iii) the impact of concessions that SIRIUS and XM would
need to make in order to obtain antitrust approval for the merger. Plaintiffs seek an order enjoining SIRIUS and the
directors from consummating the merger with XM and an award of attorneys� fees.

Shortly after filing the original complaints, Plaintiffs� counsel in the Brockwell and Johnson actions advised SIRIUS
that they intend to file an amended and/or consolidated class action complaint. Accordingly, on June 11, 2007,
SIRIUS entered into a stipulation requiring plaintiffs to move to consolidate their actions within 30 days, and to file an
amended and/or consolidated complaint within 30 days from the date the court enters a consolidation order. Plaintiffs�
motion to consolidate the two pending actions, which was filed on or about September 14, 2007, is currently pending
before the Court.

SIRIUS believes the allegations in the Brockwell and Johnson actions are without merit and intends to fully defend
against the asserted claims. At this time, however, the likely outcome of the cases cannot be predicted, nor can a
reasonable estimate of loss, if any, be made.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of the material U.S. federal income tax consequences of the merger applicable to a holder
of shares of XM common stock. This discussion is based upon the Code, Treasury regulations, judicial authorities,
published positions of the Internal Revenue Service (the �IRS�) and other applicable authorities, all as currently in effect
and all of which are subject to change or differing interpretations (possibly with retroactive effect). This discussion is
limited to U.S. holders (as defined below) that hold their shares of XM common stock as capital assets for U.S. federal
income tax purposes (generally, assets held for investment). This discussion does not address all of the tax
consequences that may be relevant to a particular XM stockholder or to XM stockholders that are subject to special
treatment under U.S. federal income tax laws, such as:

� stockholders that are not U.S. holders;

� financial institutions;

� insurance companies;

� tax-exempt organizations;

� dealers in securities or currencies;

� persons whose functional currency is not the U.S. dollar;

� traders in securities that elect to use a mark to market method of accounting;

� persons who own more than 5% of the outstanding stock of XM;

� persons that hold XM common stock as part of a straddle, hedge, constructive sale or conversion
transaction; and

� U.S. holders who acquired their shares of XM common stock through the exercise of an employee stock option
or otherwise as compensation.

If a partnership or other entity taxed as a partnership holds XM common stock, the tax treatment of a partner in the
partnership generally will depend upon the status of the partner and the activities of the partnership. Partnerships and
partners in such a partnership should consult their tax advisers about the tax consequences of the merger to them.

This discussion does not address the tax consequences of the merger under state, local or foreign tax laws. No
assurance can be given that the IRS would not assert, or that a court would not sustain, a position contrary to any of
the tax consequences set forth below.

Holders of XM common stock are urged to consult with their own tax advisors as to the tax consequences of the
merger in their particular circumstances, including the applicability and effect of the alternative minimum tax
and any state, local or foreign and other tax laws and of changes in those laws.

For purposes of this section, the term �U.S. holder� means a beneficial owner of XM common stock that for U.S. federal
income tax purposes is:
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� a citizen or resident of the United States;

� a corporation, or other entity treated as a corporation for U.S. federal income tax purposes, created or organized
in or under the laws of the United States or any State or the District of Columbia;

� an estate that is subject to U.S. federal income tax on its income regardless of its source; or

� a trust, the substantial decisions of which are controlled by one or more U.S. persons and which is subject to
the primary supervision of a U.S. court, or a trust that validly has elected under applicable Treasury regulations
to be treated as a U.S. person for U.S. federal income tax purposes.
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Tax Consequences of the Merger Generally

Assuming that the merger is completed according to the terms of the merger agreement and based upon facts, factual
representations and assumptions contained in the representation letters provided by SIRIUS and XM, all of which
must continue to be true and accurate in all material respects as of the effective time of the merger, and subject to the
assumptions and qualifications contained in their respective opinions, it is the opinion of each Simpson Thacher &
Bartlett LLP, counsel to SIRIUS, and Skadden, Arps, Slate, Meagher & Flom LLP, counsel to XM, that the merger
qualifies as a reorganization within the meaning of Section 368(a) of the Code.

As a result of the merger qualifying as a reorganization within the meaning of Section 368(a) of the Code, then, except
as provided below with respect to cash received in lieu of fractional shares, a U.S. holder will not recognize any gain
or loss as a result of the receipt of shares of SIRIUS common stock pursuant to the merger.

SIRIUS and XM intend the merger to qualify as a reorganization within the meaning of Section 368(a) of the Code. It
is a condition to SIRIUS� obligation to complete the merger that SIRIUS receive a written opinion of its counsel,
Simpson Thacher & Bartlett LLP, to the effect that the merger will be treated as a reorganization within the meaning
of Section 368(a) of the Code. It is a condition to XM�s obligation to complete the merger that XM receive an opinion
of its counsel, Skadden, Arps, Slate, Meagher & Flom LLP, to the effect that the merger will be treated as a
reorganization within the meaning of Section 368(a) of the Code. In rendering these opinions, counsel may require
and rely upon representations contained in letters and certificates to be received from SIRIUS and XM. If the letters or
certificates are incorrect, the conclusions reached in the tax opinions could be jeopardized. In addition, the opinions
will be subject to certain qualifications and limitations as set forth in the opinions.

None of the tax opinions given in connection with the merger will be binding on the IRS. Neither SIRIUS nor XM
intends to request any ruling from the IRS as to the U.S. federal income tax consequences of the merger.
Consequently, no assurance can be given that the IRS will not assert, or that a court would not sustain, a position
contrary to any of those set forth below. In addition, if any of the representations or assumptions upon which those
opinions are based is inconsistent with the actual facts, the U.S. federal income tax consequences of the merger could
be adversely affected.

Cash received in lieu of fractional shares

A U.S. holder that receives cash in lieu of a fractional share of SIRIUS common stock in the merger will generally be
treated as having received such fractional share and then as having received such cash in redemption of such fractional
share interest. A U.S. holder generally will recognize gain or loss measured by the difference between the amount of
cash received and the portion of the basis of the shares of XM common stock allocable to such fractional interest.
Such gain or loss generally will constitute capital gain or loss and will be long-term capital gain or loss if the
U.S. holder�s holding period in the XM common stock exchanged was therefore greater than one year as of the date of
the exchange.

Tax Basis and Holding Period

A U.S. holder�s aggregate tax basis in the SIRIUS common stock received in the merger will equal such stockholder�s
aggregate tax basis in the XM common stock surrendered in the merger reduced by any amount allocable to a
fractional share of SIRIUS common stock for which cash is received. The holding period for the shares of SIRIUS
common stock received in the merger generally will include the holding period for the shares of XM common stock
exchanged therefor.
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Reporting Requirements

A U.S. holder who receives SIRIUS common stock as a result of the merger will be required to retain records
pertaining to the merger. Each U.S. holder who is required to file a U.S. tax return and who is a �significant holder� that
receives SIRIUS common stock will be required to file a statement with such holder�s U.S. federal income tax return
setting forth such holder�s basis in the XM common stock and the fair market value of the SIRIUS common stock
received in the merger. A �significant holder� is a U.S. holder, who, immediately before the merger, owned at least 5%
of the outstanding stock of XM.
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THE MERGER AGREEMENT

The following discussion summarizes material provisions of the merger agreement, a copy of which is attached as
Annex A to this Proxy Statement and is incorporated by reference herein. The rights and obligations of the parties are
governed by the express terms and conditions of the merger agreement and not by this summary. This summary is not
complete and is qualified in its entirety by reference to the complete text of the merger agreement. We urge you to
read the merger agreement carefully in its entirety, as well as this Proxy Statement, before making any decisions
regarding the merger.

The representations and warranties described below and included in the merger agreement were made by SIRIUS and
XM to each other as of specific dates. The assertions embodied in those representations and warranties were made
solely for purposes of the merger agreement and may be subject to important qualifications and limitations agreed to
by SIRIUS and XM in connection with negotiating its terms. Moreover, the representations and warranties may be
subject to a contractual standard of materiality that may be different from what may be viewed as material to
stockholders, or may have been used for the purpose of allocating risk between SIRIUS and XM rather than
establishing matters as facts. The merger agreement is described in this Proxy Statement and included as Annex A
only to provide you with information regarding its terms and conditions, and not to provide any other factual
information regarding SIRIUS, XM or their respective businesses. Accordingly, you should not rely on the
representations and warranties in the merger agreement as characterizations of the actual state of facts about SIRIUS
or XM, and you should read the information provided elsewhere in this Proxy Statement and in the documents
incorporated by reference into this Proxy Statement for information regarding SIRIUS and XM and their respective
businesses. See �Where You Can Find More Information� beginning on page 97 of this Proxy Statement.
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