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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)
(Unaudited)

Revenue
Subscriber revenue, including effects of 1-in rebates
Advertising revenue, net of agency ft
Equipment revenu
Other revenus

Total revenue

Operating expenséy :

Cost of services (excludes depreciation shown stglgirbelow):
Satellite and transmissic
Programming and conte
Customer service and billir
Cost of equipmer

Sales and marketir

Subscriber acquisition cos

General and administratiy

Engineering, design and developm

Depreciatior

Total operating expens
Loss from operation

Other income (expense
Interest and investment incor
Interest expens
Income (expense) from affilia
Other income

Total other income (expens

Loss before income tax
Income tax expens

Net loss
Net loss per share (basic and dilut

Weighted average common shares outstanding (badidibuted)

(1) Amounts related to equity granted to third @srand employees included in other operating esgewere as follows:
Satellite and transmission
Programming and content
Customer service and billir
Sales and marketing
Subscriber acquisition costs
General and administrati\
Engineering, design and development

Total equity granted to third parties and employ

See Notes to Unaudited Consolidated Financial Biertés.

For the Three Months
Ended March 31,

2006 2005
$ 11518. $ 41,90
7,33¢ 534
3,69: 767
452 11
126,66« 43,21¢
8,20¢ 7,372
306,24 29,16¢
16,08¢ 9,631
3,46¢ 97€
41,49 48 55
119,04: 73,32
33,65( 22,10¢
19,71: 17,847
24,93: 24,50:
572,83 233,47
(446,16¢) (190,25¢)
9,937 4,487
(17,129 (7,325)
(4,445 —
10 45
(11,627 (2,799
(457,79)) (193,05:)
(752) (560)
$ (458,549 $ (193,61)
$ 039 $ (0.15)
1,386,98 1,314,31;
$ 90z % 55¢
249,80( 4,88¢
244 13¢
2,20z 13,43(
9,89¢ 6,22¢
14,50¢ 7,271
7,03: 6,18t
$ 284,58t $ 38,70¢




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

March 31, 2006 December 31, 2005
(Unaudited)
ASSETS
Current asset:
Cash and cash equivalel $ 630,83. $ 762,00
Marketable securitie 84,40( 117,25(
Accounts receivable, net of allowance for doub#fttounts of $2,141 and $1,5 19,95¢ 31,68¢
Inventory 15,45+ 14,25¢
Prepaid expense 37,01¢ 18,24¢
Restricted investmen 25,16¢ 25,16¢
Other current asse 45,60( 42,83¢
Total current asse 858,42! 1,011,44:
Property and equipment, r 806,47¢ 828,35
FCC license 83,654 83,654
Restricted investments, net of current por 83,15( 82,45(
Deferred financing fee 15,69: 16,30:
Other lon¢-term asset 60,70« 63,15(
Total asset $ 1,908,10. $ 2,085,36:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expel $ 293,50( $ 331,95¢
Accrued interes 13,08: 23,54¢
Deferred revenu 285,18t 251,46¢
Total current liabilities 591,76¢ 606,96°
Long-term debi 1,083,92! 1,084,43
Deferred revenue, net of current port 67,21¢ 56,47¢
Other lon¢-term liabilities 30,48¢ 12,51
Total liabilities 1,773,40. 1,760,39.
Stockholder' equity:
Common stock, $0.001 par value: 2,500,000,000 srerthorized, 1,401,964,750 and
1,346,226,851 shares issued and outstanding ath\3dr,c2006 and December 31, 2005,
respectively 1,40z 1,34¢
Additional paic-in capital 3,320,69: 3,079,16!
Deferred compensatic — (26,699
Accumulated defici (3,187,39) (2,728,85)
Total stockholder equity 134,70: 324,96¢
Total liabilities and stockholde’ equity $ 1,908,10. $ 2,085,36:

See Notes to Unaudited Consolidated Financial Siztés.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS'’ EQUITY
(In thousands, except share and per share amounts)

Balances, December 31, 20

Net loss

Issuance of common stock to employees
and employee benefit pla

Issuance of common stock to third par

Compensation in connection with the
issuance of sto-based award

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

Exercise of options, $0.47 to $3.91 per
share

Exercise of warrants, $2.392 per sh

Exchange of 3¥%2% Convertible Notes dut
2008, including accrued intere

Balances, March 31, 20(

(Unaudited)
Common Stock Additional
Paid-In Deferred Accumulated

Shares Amount Capital Compensation Deficit Total
1,346,226,85 $1,34¢ $ 3,079,160 $  (26,69) $ (2,728,85) $ 324,96¢
— — — — (458,549 (458, 549
18,412,25 18 13,417 — — 13,43t
34,412,31 35 224,79¢ — — 224,83:
— — 28,27¢ — — 28,27¢
— — (26,694 26,69¢ — —
971,70: 1 1,232 — — 1,23:
1,573,51 2 ) — — _
368,11 — 50z — — 50z
1,401,964,75 $1,40z $ 3,320,690 $ — $ (3,187,39) $ 134,70

See Notes to Unaudited Consolidated Financial Siztés.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

For the Three Months
Ended March 31,

2006 2005

Cash flows from operating activitie
Net loss $ (458,549 $ (193,619
Adjustments to reconcile net loss to net cash irsegerating activities

Depreciatior 24,93 24,50
Non-cash interest expen 761 762
Provision for doubtful accoun 1,771 1,40C
Non-cash loss from affiliat 2,27¢ —
Loss on disposal of ass¢ 221 127
Equity granted to third parties and employ 284,58t 38,70¢t
Deferred income taxe 758 56C
Changes in operating assets and liabilit
Marketable securitie — 16
Accounts receivabl 9,952 (340
Inventory (1,199 16
Prepaid expenses and other current a: (21,759 (3,18))
Other lon¢-term asset 57¢ (1,157
Accounts payable and accrued expet (45,22() (5,607
Accrued interes (10,460 2,73¢
Deferred revenu 44,45¢ 19,42:
Other lon¢-term liabilities 7,545 (1,529

Net cash used in operating activit

(159,34) 1

17,169

Cash flows from investing activitie

Additions to property and equipme (5,496 (6,889
Sales of property and equipmt 52 12
Purchases of restricted investme (700 (6,297
Purchases of availal-for-sale securitie (71,600 —
Sales of availab-for-sale securitie 104,45( 4,83¢
Net cash provided by/(used in) investing activi 26,70¢ (8,339
Cash flows from financing activitie
Proceeds from exercise of stock optir 1,45¢ 99¢
Other — (8)
Net cash provided by financing activiti 1,45¢ 98t
Net decrease in cash and cash equiva (131,176 (124,51Y
Cash and cash equivalents at the beginning ofg 762,00° 753,89
Cash and cash equivalents at the end of pi $ 630,83 $ 629,37t

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

1. Business

We are a satellite radio provider in thated States. We currently broadcast 133 charofgdsogramming to listeners across the
country. We offer 69 channels of 100% commerciakfmusic and feature 64 channels of sports, nalks gntertainment, traffic and weather
for a monthly subscription fee of $12.95.

We broadcast through our proprietarylbeadio system, which currently consists ofeorbiting satellites, 139 terrestrial repeaters
that receive and retransmit our signal, a satalliénk facility and our studios. Subscribers re@eedur service through SIRIUS radios, which
are sold by automakers, consumer electronics eesainobile audio dealers and through our webSitbscribers can also receive our music
channels and certain other channels over the lettefs of March 31, 2006, we had 4,077,747 substsib

Our music channels are also availabBI®H satellite television subscribers and certdiowr music channels are offered to Sprint
subscribers over multi-media handsets. We alsa tfiffic and weather data services for a sepdesteSubscribers to DISH satellite
television, Sprint and our traffic and weather daeavices are not included in our subscriber counts

In 2005, SIRIUS Canada Inc., a Canad@paration owned by us, Canadian Broadcasting Gatjmm and Standard Broadcasting
Corporation, received a license from the Canadiadidtelevision and Telecommunications Commissioaffer a satellite radio service in
Canada. In December 2005, SIRIUS Canada launchede@ Canada with 100 channels of commerciat-frausic and news, sports, talk
and entertainment programming, including 10 chamo&lCanadian content. Subscribers to the SIRIUSada service are not included in our
subscriber counts.

2. Principles of Consolidation and Basis of Preseation

The accompanying unaudited consolidateghtial statements of Sirius Satellite Radio bd its subsidiaries have been prepared in
accordance with U.S. generally accepted accoumtimgiples and the instructions to Form 10-Q anticke 10 of Regulation S-X for interim
financial reporting. Accordingly, they do not indiiall of the information and footnotes requiredb$. generally accepted accounting
principles for complete financial statements. Aliercompany transactions have been eliminatednealmation.

In presenting unaudited consolidatedrfaial statements, management makes estimates sunahaisons that affect the amounts
reported and related disclosures. Estimates, byrhteure, are based on judgment and availablermdtion. Actual results could differ from
those estimates. In the opinion of managementaathal recurring adjustments necessary for a faisgntation of the consolidated financial
statements as of March 31, 2006 and December 85, 20d for the three months ended March 31, 26062805, have been recorded. The
results of operations for the three months endetMal, 2006 are not necessarily indicative ofrdwilts that may be expected for the full
year. Our unaudited consolidated financial statamsiould be read together with our consolidatealrftial statements and footno
contained in our Annual Report on Form 10-K for ylear ended December 31, 2005.

3. Summary of Significant Accounting Policies
Stock-Based Compensation

Effective January 1, 2006, we adoptedpttowrisions of SFAS No. 123 (revised 2004), “ShBesed Payment” (“SFAS No. 123R”"),
using the modified prospective transition methatbriperiods are not restated under this transit@thod. The stock-based compensation
cost recognized beginning January 1, 2006 includes




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

compensation cost for (i) all stock-based awardstgd to employees and members of our board aftdieprior to, but not vested as of
January 1, 2006, based on the grant date fair vaigaally estimated in accordance with the prans of SFAS No. 123, “Accounting for
Stock-Based Compensation,” and (ii) all stock-baasdrds granted to employees and members of oud lodairectors subsequent to
December 31, 2005, based on the grant date faievedtimated in accordance with the provisionsF&SNo. 123R. Compensation cost
under SFAS No. 123R is recognized ratably usingstregght-line attribution method over the expectesdting period.

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

Prior to January 1, 2006, we used theénisit value method to measure the compensationoatock-based awards granted to
employees and members of our board of directoas@ordance with Accounting Principles Board Opinft&APB”) No. 25, “Accounting for
Stock Issued to Employees.” Accordingly, we recdrdempensation expense for stock-based awardsegrémemployees and members of
our board of directors over the vesting period ¢tuthe excess of the market price of the undegyaommon stock at the date of grant over
the exercise price of the stock-based award. Tiniasic value of restricted stock units as of tlaedof grant was amortized to expense over
the vesting period. We accounted for modificatitmstock-based awards in accordance with Finak@ebunting Standards Board
Interpretation (“FIN") No. 44, “Accounting for Cexin Transactions Involving Stock Compensation.” bl 44 provided that when the
modification of a stock-based award occured, a maasurement date resulted because the modificatmmed an employee to vest in an
award that would have otherwise been forfeited ymmsto the original terms. In accordance with Nol 44, we also recorded compensation
charges or benefits related to repriced stock aptlmmsed on the market value of our common stotikthe repriced stock options were
exercised, forfeited or expired.

The following table reflects net loss ared loss per share had stock-based compensatemplmyees and members of our board of
directors been recorded based on the fair valubedainder SFAS No. 123 for the three months endativi31, 2005:

Net los—as reportet $ (193,61)
Stocl-based compensation to employees and members bbawl of director: 13,45
Stocl-based compensation to employees and members bbaw of director—pro forma (26,64¢)
Net los—pro forma $ (206,807

Net loss per shar
Basic and dilute—as reportes $ (0.1%)
Basic and dilute—pro forma $ (0.1¢)

Under SFAS No. 123R, we recognized $21 @Fcompensation cost for stock-based awards ggantemployees and members of our
board of directors for the three months ended M&AcH006. Total unrecognized compensation releteshvested stock-based awards
granted to employees and members of our boardeftdrs at March 31, 2006, net of estimated farfes, is $138,950 and is expected to be
recognized over a weighted-average period of theaes.

Prior to January 1, 2006, we accountedtock-based awards granted to non-employees; ththie non-employee members of our
board of directors, at fair value in accordancén@8FAS No. 123. Beginning January 1, 2006, we aucfmn such awards at fair value in
accordance with SFAS No. 123R and SEC guidancabt in Staff Accounting Bulletin (“SAB”) No. 10The fair value of equity
instruments granted to non-employees is




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

measured in accordance with Emerging Issues TasieFtEITF") No. 96-18, “Accounting for Equity Ingtments That are Issued to Other
Than Employees for Acquiring, or in Conjunctionvielling, Goods or Services.” The final measurendete of equity instruments with
performance criteria is the date that each perfaom@ommitment for such equity instrument is sietikf

Stock-based awards granted to employsesemployees and members of our board of direggngrally include warrants, stock
options, restricted stock and restricted stocksui@harges associated with such stock-based awsrdsferred to by us as equity granted to
third parties and employees.

Upon adoption of SFAS No. 123R, we camtith to estimate the fair value of stock-based asvasihg the Black-Scholes option
valuation model (“Black-Scholes”). Black-Scholessaeveloped to estimate the fair market valueaafad options, which have no vesting
restrictions and are fully transferable. Optionuagion models require the input of highly subjeetassumptions. Because our stock-based
awards have characteristics significantly diffefeat those of traded options and because changée isubjective assumptions can
materially affect the fair market value estimale éxisting option valuation models do not necdlysarovide a reliable single measure of the
fair value of our stock-based awards.

Fair value determined using Black-Schetases based on assumptions used for the expkfeteeixpected stock price volatility and
risk-free interest rates. During the three montieel March 31, 2005, we used historical volatitifyour stock over a period equal to the
expected life of the warrants and options to eggntizeir fair value. In light of SAB No. 107, whi¢avors using a market value of volatility
historical volatility, we estimated the fair valobawards granted during the three months endeatMat, 2006 using the implied volatility
actively traded options on our stock. We beliewa tmplied volatility is more representative ofdte stock price trends than historical
volatility. The expected life assumption represeéhésweighted-average period stock-based awardsxgexted to remain outstanding. These
expected life assumptions are established thrdugheview of historical exercise behavior of stbelsed award grants with similar vesting
periods. Where historical patterns do not existtraztual terms are used. The risk-free interdstnepresents the daily treasury yield curve
rate at the reporting date based on the closingehard yields on actively traded U.S. treasuryusiies in the over-the-counter market for
the expected term. Our assumptions may changeurefperiods.

The following table summarizes the asstimng used to compute reported and pro forma sbasled compensation to third parties and
employees for the three months ended March 31:

Third Parties Employees
2006 2005 2006 2005
(pro forma )
Risk-free interest rat 4.2¢-4.86% 2.8%-4.5(% 4.07% 3.8%
Expected life of optior—years 1.67-10.0C 1.00-9.4& 4.4k 5.27
Expected stock price volatilit 60% 57-11%% 60% 114%
Expected dividend yiel N/A N/A N/A N/A

SFAS No. 123R changes the presentatioaalized excess tax benefits associated withxtbecise of stock options in the statement
cash flows. Excess tax benefits are realized taefits from tax deductions for the exercise of ktoptions in excess of the deferred tax asset
attributable to stock compensation expense for sptions. Prior to the adoption of SFAS No. 123Rhsrealized tax benefits were required
to be presented as operating cash flows. SFAS BBR Yequires such realized tax benefits to be ptedeas part of cash flows from financ
activities. No income tax benefits have been redlizom stock option exercises during the threethmanded March 31, 2006 and 2005
because a valuation allowance was maintained foiedldeferred tax assets.

Research and Development Costs




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

Research and development costs are exgassincurred. Research and development costisefdhree months ended March 31, 2006
and 2005 were $7,395 and $7,457, respectively.érbests are included in engineering, design andldpment expenses in our
accompanying unaudited consolidated statementparitions.

Net (Loss) Income Per Share

We compute net (loss) income per shaeezaordance with SFAS No. 128, “Earnings Per Shaasic net (loss) income per share is
calculated using the weighted average common slatstanding during each reporting period. Diluted (loss) income per share adjusts the
weighted average common shares outstanding fqrdtential dilution that could occur if common stajuivalents (convertible debt,
warrants, stock options and restricted stock umiexe exercised or converted into common stock. i@omstock equivalents of
approximately 210,000,000 and 240,000,000 for tineet months ended March 31, 2006 and 2005, resphgtivere not considered in the
calculation of diluted net loss per share as thecefvould have been anti-dilutive.

Comprehensive (Loss) Income

We report comprehensive (loss) incomaceordance with SFAS No. 130, “Reporting Comprehlvenscome.” SFAS No. 130
established a standard for reporting and displagthgr comprehensive (loss) income and its compsneithin financial statements.
Unrealized gains and losses on available-for-sedarities are the only component of our other cahensive loss. Comprehensive loss for
the three months ended March 31, 2006 and 200%45&,544 and $193,588, respectively.

Marketable Securities

We account for marketable securitiescooadance with the provisions of SFAS No. 115, “éueting for Certain Investments in Debt
and Equity Securities.” Marketable securities ceinsf certificates of deposit and auction rate gées. The basic objectives of our
investment policy are the preservation of capitadjntaining sufficient liquidity to meet operatingquirements and maximizing yield. We
classify our marketable securities as availablestde securities. Available-for-sale securities@eied at fair market value. Unrealized gains
and losses are included in accumulated other cdrepsive income (loss) as a separate componentekisilders’equity. Realized gains al
losses, dividends and interest income, includingré@ation of the premium and discount arising atghase, are included in interest and
investment income. The specific-identification naths used to determine the cost of all securdisthe basis by which amounts are
reclassified from accumulated comprehensive incfio®s) into earnings. While the underlying secastof auction rate securities have
contractual maturities of more than 20 years, titverést rates on such securities reset at inteof@8 or 35 days. Auction rate securities are
priced and subsequently trade as short-term inveggrbecause of such interest rate reset feature.

We received proceeds from the sale ourigtof marketable securities of $104,450 and $8,Br the three months ended March 31,
2006 and 2005, respectively. There were no unegliwlding gains or losses on marketable secudtiesf March 31, 2006 and December
31, 2005.

Restricted Investments

Restricted investments consist of cediies of deposit and money market funds. As of M&dg 2006 and December 31, 2005, long-
term restricted investments were $83,150 and $82 #Spectively, and short-term restricted invesiimevere $25,165 for both periods.

As of March 31, 2006 and December 31 520fhg-term restricted investments included dediks of deposit and money market funds
deposited in escrow for the benefit of third parieirsuant to programming agreements and ceréBaait deposit placed in escrow to secure
our reimbursement obligations under letters of itisdued for the benefit of lessors of office gpac
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

As of March 31, 2006 and December 3152880rt-term restricted investments included fieaties of deposit placed in escrow for the
benefit of a third party pursuant to a programnaggeement.

Reclassifications

Certain amounts in the prior period untaetconsolidated financial statements have beelassified to conform to the current period
presentation, including the reclassification ofigggranted to third parties and employees froreeasate line item disclosure to being
included in other operating expense line itemsrdento comply with the requirements of SFAS Na3R2

4. Subscriber Revenue

Subscriber revenue consists of subsonfges, non-refundable activation fees and theceffof mail-in rebates. Revenues received
from automakers for prepaid subscriptions inclutheithe sale or lease price of a new vehicle ame ialduded in subscriber revenue over the
service period.

Subscriber revenue consists of the falouw

For the Three Months
Ended March 31,

2006 2005
Subscription fee $ 117,990 $  40,59¢
Activation fees 3,72¢ 1,53¢
Effect of mai-in rebate: (6,539 (232
Total subscriber revent $ 115,18: $ 41,90/
5. Supplemental Cash Flow Disclosures
The following represents supplementahdasv information:
For the Three Months
Ended March 31,
2006 2005
Cash paid for intere: $ 2681¢ $ 3,82¢
Supplemental nc-cash operating activitie
Common stock issued in satisfaction of accrued esatior 7,245 4,82¢
Supplemental nc-cash investing and financing activiti
Common stock issued in exchange %% Convertible Notes due 2008, including accrued egt 502 73
Common stock issued to third part 224.,83: —
6. Long-Term Debt
Long-term debt consists of the following:
As of
Conversion
Price March 31, December 31,
(per share) 2006 2005
9 5/8% Senior Notes due 20 N/A $ 500,000 $ 500,00(
3%:% Convertible Notes due 20: $ 5.3C 230,00( 230,00(
2Y2% Convertible Notes due 20( 4.41 300,00( 300,00(
3%:% Convertible Notes due 20( 1.3¢ 52,18¢ 52,69:

8%.% Convertible Subordinated Notes due 2! 28.462! 1,74« 1,744



Total lon¢-term debr $1,083,920 $1,084,43




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

95/ 4% Senior Notes due 2013

In August 2005, we issued $500,000 irregate principal amount of our598% Senior Notes due 2013 resulting in net proceéds o
$493,005. Our P/ g %0 Senior Notes due 2013 mature on August 1, 20@3raerest is payable semi-annually on FebruargdiAugust 1 of
each year. The obligations under ou? Bz % Senior Notes due 2013 are not secured by anyradssets.

In September 2005, we used proceeds thenssuance of ourY g %0 Senior Notes due 2013 to redeem our outstandifrg Senior

Secured Discount Notes due 2007 and our 14%:% S8rimured Notes due 2009, including accrued intefést obligations under our 15%
Senior Secured Discount Notes due 2007 and 14%296rSeecured Notes due 2009 were secured by liemgdain of our assets. These liens
were released in connection with the redemptiothefhotes.

3Y4% Convertible Notes due 2011

In October 2004, we issued $230,000 gregate principal amount of our 3%% Convertibleddalue 2011 resulting in net proceeds of
$224,813. These notes are convertible, at the mptithe holder, into shares of our common stockngttime at a conversion rate of 188.6
shares of common stock for each $1,000.00 prineipadunt, or $5.30 per share of common stock, stiijezertain adjustments. Our 3%%
Convertible Notes due 2011 mature on October 151 2(hd interest is payable semi-annually on Agibhd October 15 of each year. The
obligations under our 3¥4% Convertible Notes duel2fxe not secured by any of our assets.

2% Convertible Notes due 2009

In February 2004, we issued $250,00Q@gregate principal amount of our 2% Convertiblegsalue 2009 resulting in net proceeds
of $244,625. In March 2004, we issued an additi®&8,000 in aggregate principal amount of our 2¥8avertible Notes due 2009 pursuant
to an option granted in connection with the inibéflering of the notes, resulting in net proceefi$48,975. These notes are convertible, at the
option of the holder, into shares of our commortlstt any time at a conversion rate of 226.7574eshaf common stock for each $1,000.00
principal amount, or $4.41 per share of commonkstsgbject to certain adjustments. Our 2%2% Conertlotes due 2009 mature on
February 15, 2009 and interest is payable semidalynon February 15 and August 15 of each year. difigations under our 2%:%
Convertible Notes due 2009 are not secured by &nyrassets.

3%% Convertible Notes due 2008

In May 2003, we issued $201,250 in aggregrincipal amount of our 3%:% Convertible Notas @008 resulting in net proceeds of
$194,224. These notes are convertible, at the mptithe holder, into shares of our common stockngttime at a conversion rate of 724.6
shares of common stock for each $1,000.00 prineipadunt, or $1.38 per share of common stock, sttgjezertain adjustments. Our 3%2%
Convertible Notes due 2008 mature on June 1, 2668rderest is payable semi-annually on June 1Cmwkmber 1 of each year. The
obligations under our 3%2% Convertible Notes dueB2&@ not secured by any of our assets.

During the three months ended March 8062 holders of $508 in aggregate principal amafiour 3%2% Convertible Notes due 2008
presented such notes for conversion in accordaitbehe terms of the indenture. We issued 368, hHses of our common stock upon
conversion of these notes.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

7. Stockholders’ Equity
Common Stock, par value $0.001 per share

We are authorized to issue 2,500,000db@0es of our common stock as of March 31, 200@fAsdarch 31, 2006, approximately
463,797,000 shares of our common stock were reddovéssuance in connection with outstanding caotilble debt, warrants, incentive stock
plans and common stock to be granted to third gmrtpon satisfaction of performance targets. Dutieghree months ended March 31, 2
employees exercised 971,702 stock options at eseeprices ranging from $0.47 to $3.91 per shaseiltig in proceeds to us of $1,233. Of
this amount, $1,176 was collected as of March B062We also collected $283 in 2006 related to 2968k option exercises.

In January 2006, Howard Stern and hisiagiere granted an aggregate of 34,375,000 shams aommon stock as a result of certain
performance targets that were satisfied in Jan2@®6. We recognized expense associated with thesessof $224,813 during the three
months ended March 31, 2006.

In January 2004, we signed a seven-ygraement with the NFL. We delivered to the NFL 3,070 shares of our common stock
valued at $40,967 upon execution of this agreenTérgse shares of common stock are subject to garestrictions which lapse over time.
We recognized expense associated with these shia$d@s641 during each of the three months endedMat, 2006 and 2005. Of the
remaining $29,189 in common stock value, $5,852%48J337 are included in other current assets #met dong-term assets, respectively, on
our accompanying unaudited consolidated balancet stseof March 31, 2006.

Warrants

We have issued warrants to purchase shireur common stock in connection with distribatend programming agreements and
certain debt issuances. As of March 31, 2006, wisr acquire 131,892,689 shares of our commark stith an average exercise price of
$3.10 were outstanding. These warrants vest ower ¢ir upon the achievement of milestones and empivarious times through June 2014.
For the three months ended March 31, 2006 and 2085ecognized expense of $14,371 and $21,496ec#gply, in connection with
warrants.

8. Benefit Plans
Stock-Based Awards

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

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

As of March 31, 2006, approximately 92 &®0 stock options, shares of restricted stockrastticted stock units were outstanding. As
of March 31, 2006, approximately 86,477,000 shafesir common stock were available for grant urtiler2003 Plan.

The following table summarizes stock optactivity under our stock incentive plans, anovjifes certain information with respect to
stock options outstanding for the three months émdarch 31, 2006 (shares in thousands):

Weighted
Weighted Average
Average Remaining
Exercise Contractual Intrinsic
Shares Price Life (Years) Value
Outstanding at beginning of peri 87,02« % 4.61
Granted 4,547 5.9:
Exercisec (972) 1.27
Cancelled or expire (17¢) 3.24
Outstanding at end of peri 90,42: 4.7z 7.71 $ 131,82:
Exercisable at end of perit 43,76¢ 5.1¢ 6.88 84,84(

The weighted average grant date fairevaluoptions granted during the three months emd@ah 31, 2006 and 2005 was $3.08 and
$4.44, respectively. The total intrinsic value tfck options exercised during the three months @digrch 31, 2006 and 2005 was $3,884
and $2,654, respectively.

As of December 31, 2005, we had $2,07@éérred compensation in connection with stockootgranted to employees and members
of our board of directors. Such deferred compeosatias reversed to additional paid-in capital inrection with the adoption of SFAS No.
123R. We recognized stock compensation expenseiatmbwith stock options of $13,545 and $4,130lMerthree months ended March 31,
2006 and 2005, respectively.

The following table summarizes the restd stock unit activity under our stock incentplans, and provides certain information with
respect to restricted stock units outstandingtiferthree months ended March 31, 2006 (share®us#nds):

Weighted
Average
Remaining
Contractual Intrinsic
Shares Life (Years) Value
Outstanding at beginning of peri 21,975
Granted 1,13¢
Vested (17,840
Cancelled or expire 1)
Outstanding at end of peric 5,271 6.30 $ 38,88¢

The weighted average grant date fairevaliurestricted stock units granted during theghrenths ended March 31, 2006 and 2005 was
$5.73 and $5.94, respectively. The total intringitue of restricted stock units that vested dutirgthree months ended March 31, 2006 and
2005 was $90,284 and $6,534, respectively.

As of December 31, 2005, we had $24,6Heterred compensation associated with restristeck and restricted stock units granted to
employees and members of our board of directorsh S8aferred compensation was reversed to additigaidtin capital in connection with
the adoption of SFAS No. 123R. We recognized stmrkpensation expense associated with restricte#f stuts and shares of restricted
stock of $6,917 and $9,301 for the three montheémdarch 31, 2006 and 2005, respectively.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

For the three months ended March 31, 28@6also recognized stock compensation expen$219681 for restricted stock units and
common stock expected to be granted for servicdenpeed in 2006 or upon the satisfaction of 20068g@enance targets. For the three
months ended March 31, 2005, we recognized stoglpeasation expense of $838 for restricted stocts gmanted in 2006 for services
performed in 2005.

401(k) Savings Plan

We sponsor the Sirius Satellite Radio(kp$avings Plan (the “Plan”) for eligible emploged&@he Plan allows eligible employees to
voluntarily contribute from 1% to 50% of their pi@x salary subject to certain defined limits. Caothewe match 50% of employee voluntary
contributions, up to 6% of an employee’s pre-tdargain the form of shares of our common stockr @atching contribution vests at a rate
of 33 1/ 3% for each year of employment and is fully vestitdr three years of employment. Expense resuitomg our matching
contribution to the Plan was $412 and $299 forttihee months ended March 31, 2006 and 2005, regekyct

We may also elect to contribute to thefipsharing portion of the Plan based upon thaltodmpensation of all participants eligible to
receive an allocation. These additional contrimgiaeferred to as profiharing contributions, are determined by the corsgon committe
of our board of directors. Employees are only bligyto receive profisharing contributions during any year in which tlaeg employed on tl
last day of the year. Profit-sharing contributioqpense was $1,306 and $1,001 for the three monthsdeMarch 31, 2006 and 2005,
respectively.

9. Income Taxes

We recorded income tax expense of $7838&60 for the three months ended March 31, 20062805, respectively. Such expense
represents the recognition of a deferred tax lighiélated to the difference in accounting for &@C license, which is amortized over 15
years for tax purposes but not amortized for baappses

10. Commitments and Contingencies

We have entered into various contractéclvhave resulted in significant cash obligationfuture periods. The following table
summarizes our expected contractual cash commigasnof March 31, 2006:

Remaining
2006 2007 2008 2009 2010 Thereafter Total
Lease obligation $ 6,93t $ 9,13% % 892t $ 8881 $ 86658 $ 3225( $ 74,79:
Satellite and transmissic 35,18¢ 2,484 2,48¢ 2,48¢ 5,491 8,331 56,46¢
Programming and conte 111,24¢ 116,87( 123,11: 145,86 148,38« 66,19¢ 711,67
Customer service and billir 2,55( 3,13¢ — — — — 5,68¢
Marketing and distributiol 105,03: 37,23: 25,32 16,75: 18,14¢ 10,75( 213,23
Chip set development and
production 15,52 3,00(¢ — — — — 18,52:
Other 9,09¢ 40€ 177 11 — — 9,69(
Total contractual cash
commitments $ 28557( $172,26¢ $ 160,02( $ 173,99 $ 180,68 $117,53. $ 1,090,06!

Lease Obligations. We have entered into operating leases relatedrtstadios, office space, terrestrial repeaterseapdpment.

Satellite and Transmission. We have entered into agreements with third pattiegerate and maintain our off-site satellitertedéry,
tracking and control facilities and certain compatseof our terrestrial repeater network.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

We have also entered into an agreement with a kas@wrices provider to secure a satellite launch Bnoton rocket prior to the end of 2010.

Programming and Content. We have entered into agreements with licensorsagframming and other content providers and, iragert
instances, are obligated to pay license fees aathgtee minimum advertising revenue share. In iatdiive have agreements with various
rights organizations pursuant to which we pay rogsifor public performances of music.

Customer Service and Billing. We have entered into agreements with third pattigsovide billing and subscriber management ses.

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

Chip Set Development and Production. We have entered into agreements with third pattieevelop, produce and supply chip sets, and
in certain instances to license intellectual propeglated to such chip sets. Certain of theseeageaits require that we purchase a minimum
guantity of chip sets.

Other. We have entered into an agreement with Canadiaad8asting Corporation and Standard Broadcastingdatation to fund
SIRIUS Canada. We have also entered into varioteeagents with third parties for general operatingppses. Amounts associated with
SIRIUS Canada and these various other agreemeniscinded in the commitments table.

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

Under the terms of a joint developmeneagient with XM Radio, the other holder of a FC&HKite radio license, each party is
obligated to fund one half of the development dost unified standard for satellite radios. Thsetsaelated to the joint development
agreement are being expensed as incurred to emigigegesign and development expense in the accoyimgaunaudited consolidated
statements of operations. We are currently unabieetermine the expenditures necessary to comhlistprocess, but they may be
significant.

We are required under the terms of cedgreements to provide letters of credit and dépusnies in escrow, which place restrictions
on our cash and cash equivalents. As of March 326 2nd December 31, 2005, $108,315 and $107,64pectively, were classified as
restricted investments as a result of our reimbunese obligations under these letters of credit@sarow deposits.

As of March 31, 2006, we have not entered into@ffpalance sheet arrangements or transactions.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
(All dollar amounts are in thousandsynless otherwise stated)

Special Note Regarding Forward-Looking Statements

The following cautionary statements idfgrimportant factors that could cause our actesuits to differ materially from those
projected in forward-looking statements made is Puarterly Report on Form 10-Q and in other reppantd documents published by us from
time to time. Any statements about our beliefspngjabjectives, expectations, assumptions, futueats or performance are not historical
facts and may be forward-looking. These statemamt®ften, but not always, made through the useoodls or phrases such as “will likely
result,” “are expected to,” “will continue,” “is #éinipated,” “estimated,” “intend,” “plan,” “proje@n” and “outlook.” Any forward-looking
statements are qualified in their entirety by refee to the factors discussed throughout our AnReabrt on Form 10-K for the year ended
December 31, 2005 (the “Form 10-K”) and in othgrars and documents published by us from timene tiparticularly the risk factors
described under “Business—Risk Factors” in ItemafAhe Form 10-K.

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

. the useful life of our satellites, which have exgeced circuit failures on their solar arrays attteo component failures
and are not insure!

. our dependence upon third parties, including mastufars of SIRIUS radios, retailers, automakers@ogramming
partners; ani

. our competitive position versus XM Radio, the otbatellite radio service provider in the Unitedt&sawhich may have
certain competitive advantages, and versus otmarsfof audio and video entertainme

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

Executive Summary
Overview:

We are a satellite radio provider in thdted States. We currently broadcast 133 charofgdsogramming to listeners across the
country. We offer 69 channels of 100% commerciakfmusic and feature 64 channels of sports, nalks entertainment, traffic and weather
for a monthly subscription fee of $12.95.

We broadcast through our proprietarylbgeadio system, which currently consists ofe@orbiting satellites, 139 terrestrial repeaters
that receive and retransmit our signal, a sateljiiénk facility and our studios. Subscribers rgeedur service through SIRIUS radios, which
are sold by automakers, consumer electronics eesadind mobile audio dealers and through our welfSitbscribers can also receive our
music channels and certain other channels oventhmet.

Our music channels are also availabBI®H satellite television subscribers and certdiowr music channels are offered to Sprint
subscribers over multi-media handsets. We also tfi#fic and weather data services for a sepdesteSubscribers to DISH satellite
television, Sprint and our traffic and weather daeavices are not included in our subscriber counts

In 2005, SIRIUS Canada Inc., a Canad@paration owned by us, Canadian Broadcasting Gatjpm and Standard Broadcasting
Corporation, received a license from the Canadiadidtelevision and Telecommunications Commisstoaffer a satellite radio service in
Canada. In December 2005, SIRIUS Canada launcheidesén Canada with 100 channels of commerciad-frausic and news, sports, talk
and entertainment programming,
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including 10 channels of Canadian content. Subsrsito the SIRIUS Canada service are not includedii subscriber counts.

SIRIUS radios are primarily distributénldugh retailers and automakers. SIRIUS radiosbegpurchased at major retailers, including
Best Buy, Circuit City, Crutchfield, Costco, Targétal-Mart and through RadioShack on an exclusagis On March 31, 2006, SIRIUS
radios were available at over 25,000 retail logeidNe have exclusive agreements with DaimlerCarys$lord, Kia, Mitsubishi, BMW, Rolls-
Royce, Volkswagen and Audi to offer SIRIUS radigdactory or dealer-installed equipment. We alseehr@lationships with Nissan, Infiniti,
Toyota, Lexus, Scion and Subaru to offer SIRIUSas@s factory or dealer-installed equipment. AMafch 31, 2006, SIRIUS radios were
available as a factory-installed option in 90 vé&himodels and as a dealer-installed option in 2f2cke models. SIRIUS radios are also
offered to renters of Hertz vehicles at airportlii@ns nationwide.

Our primary source of revenue is subsiaripfees, with most of our customers subscribm&HRIUS on either an annual or a monthly
basis. We offer discounts for pre-paid and longateubscriptions as well as discounts for multipiesriptions. Currently we receive an
average of approximately eight months of prepaiémee per subscriber upon activation. We also degvenue from activation fees, the ¢
of advertising on our non-music channels and thectlsale of SIRIUS radios and accessories.

In certain cases, automakers includebaaiption to our radio service in the sale or éepsce of vehicles. The length of these prepaid
subscriptions varies, but is typically six montbshe year. In many cases, we receive subscripagments from automakers in advance of
the activation of our service. We also reimburseous automakers for certain costs associated SIHUS radios installed in their vehicles.

Costs associated with acquiring subscsibee generally incurred and expensed in advainaequiring a subscriber and are recognized
as subscriber acquisition costs (“SAC”). A largeceatage of our annual gross subscriber additionaequired in the fourth quarter in
connection with holiday sales. As a result, our S#€ gross subscriber addition, a key operatingioftr our business, is generally highe
the first three quarters of our fiscal year andides in the fourth quarter as we experience higlogivation rates.

In the first quarter of 2006, we achieggghificant financial and operational milestoniesjuding:

. continued strong retail market share of 64% forgharter;

. strong growth in automotive OEM subscriber addiic

. new exclusive agreements with Volkswagen, Audi, Bolls Royce

. significant reduction in SAC per gross subscritgition versus the ye-ago quarter

. recdord advertising revenue of $7.3 million, repreégey 53% of total satellite radio industry adveirg revenue in the first quarter;
an

. new programming additions, including Howard Sté&tayboy Radio, Cosmo Radio, Blue Collar Comedy RadDX News
Channels and a new morning ~in show from Court TV

Subscribers:

As of March 31, 2006, we had 4,077,743ssubers compared with 3,316,560 subscribers &eoémber 31, 2005 and 1,448,695
subscribers as of March 31, 2005. Our subscriliatstinclude subscribers under our regular prigilags, as well as subscribers currently in
promotional periods; subscribers that have prepadadiiding payments received from automakers feppid subscriptions included in the ¢
or lease price of a new vehicle; and active SIRtakBos under our agreement with Hertz.

The following table contains a breakdafiour subscribers:

As of
March 31, December 31, September 30, June 30, March 31,
2006 2005 2005 2005 2005
Retail 3,000,32 2,465,36: 1,564,71 1,354,79: 1,109,81.
OEM 1,049,031 823,69 581,98t 432,98t 311,32
Hertz 28,39( 27,50¢ 27,21¢ 26,84( 27,55¢
Total subscriber 4,077,74 3,316,56I 2,173,92 1,814,62 1,448,69!
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We expect an increasing proportion of sulsscribers will be generated through our relatigrs with automakers, or OEMs. We
believe our ability to attract and retain subsasb@epends in large part on creating and sustadistgbution channels for SIRIUS radios and
on the quality and entertainment value of our pragning. We expect to concentrate our future effontenhancing and refining our
programming, whether through additional agreemetitts third parties or our own creative efforts;roducing SIRIUS radios with new
features and functions; and expanding the disiobutf SIRIUS radios through arrangements with m#tkers and through additional retail
points-of-sale.

Metrics:

We use various key metrics to monitor operating performance including average monthlyrichaverage monthly revenue per
subscriber, or ARPU, SAC per gross subscriber mfditustomer service and billing expenses peramessubscriber and adjusted loss from
operations. The following table presents our keyricefor the past five consecutive quarters:

For the Three Months Ended

March 31, December 31, September 30, June 30, March 31,
2006 2005 2005 2005 2005

Gross subscriber additio 960,61( 1,266,67 465,22¢ 432,68 354,70¢
Deactivated subscribe 199,42: 124,03: 105,93: 66,75¢ 49,27
Average monthly churf)®) 1.8% 1.5% 1.6% 1.4% 1.3%
ARPU )(6) $ 10.8C $ 9.4: $ 1115 $ 10.5C $ 10.72
SAC per gross subscriber additiGH®) $ 112 $ 112 $ 14¢ $ 16 $ 19¢C
Customer service and billing expenses per avenalgecsber

@) $ 1.4C $ 266 $ 1.5¢ $ 1.6 $ 2.4(
Adjusted loss from operatioff3(®) $ (136,65) $ (226,269 $ (105,41) $ (108,77) $ (127,05)
) Average monthly churn represents the number oftdeded subscribers divided by average quarterbsstibers.
) ARPU is derived from total earned subscriber reeemod net advertising revenue divided by the dadighted average number of subscribers for theoge

3) SAC per gross subscriber addition is derived frotaltSAC, excluding equity granted to third pari@esl employees, and margins from the direct saf#RfUS radios and
accessories divided by the number of gross sulescaitiditions for the period. Figures are roundetthéonearest whole dollar.

(4) Customer service and billing expenses per avenalgecsiber is derived from total customer service hilling expenses, excluding equity granted todigiarties and employees,
divided by the daily weighted average number ofssubers for the period.

(5) Adjusted loss from operations represents the lass bperations before depreciation and equity g third parties and employees. A reconciliabbpur reported loss from
operations to our adjusted loss from operatiorseigorth below:

For the Three Months Ended

March 31, December 31, September 30, June 30, March 31,
2006 2005 2005 2005 2005

Loss from operations, as repori $ (446,169 $ (297,380) $ (166,919 $ (174,587) $ (190,259
Depreciation 24,93: 24,91t 24,55¢ 24,58( 24,50:
Equity granted to third parties and employees 284,58 46,19¢ 36,94¢ 41,23( 38,70¢
Adjusted loss from operations $ (136,65() $ (226,269 $ (105,419 $ (108,777) $ (127,057)
L] L] L] L] I

(6) Average monthly churn, ARPU, SAC per gross subscréduldition, customer service and billing expems&saverage subscriber and adjusted loss from tgesaare not measul

of financial performance under U.S. generally ateg@ccounting principles. We believe these non-BAidancial measures provide meaningful supplentémfiarmation
regarding our operating performance and are usadlgr internal management purposes, when pulhidyiding our business outlook, and as a meaevatuate period-to-
period comparisons. These non-GAAP financial messare used in addition to and in conjunction watsults presented in accordance with GAAP. These@®AAP financial
measures may be susceptible to varying calculatinay not be comparable to other similarly titledasures of other companies; and should not bederesi in isolation or as a
substitute for measures of financial performan@pared in accordance with GAAP.

Revenue and Expenses:
The following defines our revenue andrafing expense categories:
Total Revenue
Subscriber Revenue. Subscriber revenue includes subscription feesyatain fees and the effects of mail-in rebates.
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Advertising Revenue. Advertising revenue includes the sale of adverigin our non-music channels, net of agency feesnéygfees
are based on a stated percentage per the advgdiginements applied to gross billing revenue toraalvertising inventory.

Equipment Revenue. Equipment revenue includes revenue from the dsalet of SIRIUS radios and accessories through ioeictdo
consumer distribution channel.

Operating Expenses

We discuss the reporting of equity grdritethird parties and employees separately frond@cussions of other operating expenses as
we believe it enhances transparency of our disoboand is consistent with the way we evaluate perating results.

Satellite and Transmission. Satellite and transmission expenses consist 0§ @sstociated with the operation and maintenanoarof
satellite telemetry, tracking and control systesniestrial repeater network, satellite uplink fiagihnd broadcast studios.

Programming and Content. Programming and content expenses include costjuira, create and produce content, on-air talestisc
and broadcast royalties. We have entered into wardgreements with third parties for music and music programming. These agreements
require us to pay license fees, share advertigmgnue, purchase advertising on media propertieedwr controlled by the licensor and pay
certain other guaranteed amounts. Purchased adngris recorded as a sales and marketing experibe period the advertising is broadc

Customer Service and Billing. Customer service and billing expenses include asteciated with the operation of our customeriserv
centers and subscriber management system.

Cost of Equipment. Cost of equipment includes costs for SIRIUS radiod accessories sold through our direct to consdmgibution
channel.

Sales and Marketing. Sales and marketing expenses include advertisiadiarand production costs and distribution costheftising,
media and production costs primarily include praoradl events, sponsorships, media and advertiBiggribution costs primarily include the
costs of residuals, market development funds avehiee share. Residuals are monthly fees paid hgs®mdthe number of subscribers using a
SIRIUS radio purchased from a retailer. Market digweent funds are fixed and variable paymentsitalvarse retailers for the cost of
advertising and other product awareness activities.

Subscriber Acquisition Costs. Subscriber acquisition costs include hardware slidgspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakérsinclude a SIRIUS radio and a prepaid subscniptd our service in the sale or lease
price of a new vehicle; subsidies paid to chipnsahufacturers; and commissions paid to retailedsaatomakers as incentives to purchase,
install and activate SIRIUS radios. The majoritysabscriber acquisition costs are incurred andresgekin advance of acquiring a subscriber.
Subscriber acquisition costs do not include adsiedi loyalty payments to distributors and deatérSIRIUS radios and revenue share
payments to automakers and retailers of SIRIUSsadhich are included in sales and marketing ex@edsgbscriber acquisition costs alsc
not include amounts capitalized in connection witlh agreement with Hertz, as we retain ownershipedfain SIRIUS radios used by Hertz.

General and Administrative. General and administrative expenses include rehbanupancy, finance, legal, human resources,
information technology and investor relations castd bad debt expense.

Engineering, Design and Development. Engineering, design and development expenses iadasts to develop our future generation of
chip sets and new products and costs associatedheitincorporation of SIRIUS radios into vehicteanufactured by automakers, including
tooling expense.

Equity Granted to Third Parties and Employees. Equity granted to third parties and employees espéncludes the costs associated
warrants, stock options, restricted stock, restdatock units and other stock-based awards gramtidird parties pursuant to programming,
sales and marketing and distribution agreementp|@maes; members of our board of directors; coastdt and employee benefit plans.

Other Income (Expense)

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

18




Interest Expense. Interest expense includes interest on outstandsbg d
Critical Accounting Policies and Estimates

Our consolidated financial statementsprepared in accordance with U.S. generally acdepteounting principles, which require
management to make estimates and assumptiondfietttae reported amounts of assets and liatslgiethe date of the financial statements
and the reported amounts of revenues and expenseg the periods. We have identified the followpgjicies, which were discussed with
the audit committee of our board of directors, @scal to our business and understanding our tesfloperations.

Subscriber Revenue Recognition. Revenue from subscribers consists of subscripes,fincluding revenues associated with prepaid
subscriptions included in the sale or lease pricerew vehicle; revenue derived from our agreemaihit Hertz; non-refundable activation
fees; and the effects of mail-in rebates.

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

At the time of sale, vehicle owners pasing or leasing a vehicle with a subscriptiondo service typically receive between a six
month and one year prepaid subscription. We reqeayenent from automakers for these subscriptiorsglirance of our service being
activated. Such prepayments are recorded to ddfezkenue and amortized to revenue ratably ovesehdce period upon activation. We
also reimburse the automakers for certain costscaged with the SIRIUS radio installed in the apgble vehicle at the time the vehicle is
manufactured. The associated payments to the alkeymare included in subscriber acquisition cosithough we receive payments from 1
automakers, they do not resell our service; rath@igmakers facilitate the sale of our serviceuoaustomers, acting similar to an agent. We
believe this is the appropriate characterizationwfrelationship since we are responsible for jgliag service to our customers including
being obligated to the customer if there was infgion of service.

Activation fees are recognized ratablgrothe estimated term of a subscriber relationghifrently estimated to be 3.5 years. The
estimated term of a subscriber relationship is hasemarket research and management’s judgmentfaretessary, will be refined in the
future as historical data becomes available.

As required by Emerging Issues Task F@HEETF”) No. 01-09, “Accounting for Consideratiddiven by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products))”estimate of mail-in rebates that are paid byitescty to subscribers is recorded as a
reduction to subscriber revenue in the period thissriber activates our service. We estimate tfeetsfof mail-in rebates based on actual
take-rates for rebate incentives offered in prieniqds, adjusted based on any current take-rateadailable at the time. In subsequent
periods, estimates are adjusted when necessary.

Sock-Based Compensation. Effective January 1, 2006, we adopted the provismifStatement of Financial Account Statement
(“SFAS™) No. 123 (revised 2004), “Share-Based Payth@ SFAS No. 123R"), using the modified prospeetitransition method. Prior
periods are not restated under this transition otktiihe stock-based compensation cost recognizgidriieg January 1, 2006 includes
compensation cost for (i) all stock-based awardstgd to employees and members of our board aftdieprior to, but not vested as of
January 1, 2006, based on the grant date fair vaigaally estimated in accordance with the prans of SFAS No. 123, “Accounting for
Stock-Based Compensation,” and (ii) all stock-baasdrds granted to employees and members of oud lodairectors subsequent to
December 31, 2005, based on the grant date faievedtimated in accordance with the provisionsF&SNo. 123R. Compensation cost
under SFAS No. 123R is recognized ratably usingstregght-line attribution method over the expectesdting period.

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

Prior to January 1, 2006, we used theénisit value method to measure the compensationofatock-based awards granted to
employees and members of our board of directoas@ordance with Accounting Principles Board
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Opinion (“APB”) No. 25, “Accounting for Stock Issd¢o Employees.” Accordingly, we recorded compensagéxpense for stock-based
awards granted to employees and members of oud lndalirectors over the vesting period equal toegkeess of the market price of the
underlying common stock at the date of grant oerexercise price of the stoblsed award. The intrinsic value of restrictedlstouts as o
the date of grant was amortized to expense overdbing period. We accounted for modificationstimck-based awards in accordance with
Financial Accounting Standards Board Interpretati®&iN") No. 44, “Accounting for Certain Transactise Involving Stock Compensation.”
FIN No. 44 provided that when the modification ftack-based award occured, a new measurementedatiéed because the modification
allowed an employee to vest in an award that wbalee otherwise been forfeited pursuant to the maigierms. In accordance with FIN No.
44, we also recorded compensation charges or benelfited to repriced stock options based on tde value of our common stock until
the repriced stock options were exercised, forfieiteexpired.

Prior to January 1, 2006, we accountedtock-based awards granted to non-employees; ththe non-employee members of our
board of directors, at fair value in accordancén@8FAS No. 123. Beginning January 1, 2006, we aucfon such awards at fair value in
accordance with SFAS No. 123R and SEC guidancait in Staff Accounting Bulletin (“SAB”) No. 10The fair value of equity
instruments granted to non-employees is measuraddordance with EITF No. 96-18, “Accounting foruiy Instruments That are Issued to
Other Than Employees for Acquiring, or in Conjunntiwith Selling, Goods or Services.” The final maasnent date of equity instruments
with performance criteria is the date that eacligperance commitment for such equity instrumentisséied.

Stock-based awards granted to employsesemployees and members of our board of direggmngrally include warrants, stock
options, restricted stock and restricted stocksui@harges associated with such stock-based awerdsferred to by us as equity granted to
third parties and employees.

Upon adoption of SFAS No. 123R, we camith to estimate the fair value of stock-based asvasihg the Black-Scholes option
valuation model (“Black-Scholes”). Black-ScholessaxBeveloped to estimate the fair market valueaafad options, which have no vesting
restrictions and are fully transferable. Optionuadion models require the input of highly subjeetassumptions. Because our stock-based
awards have characteristics significantly diffeeai those of traded options and because changég isubjective assumptions can
materially affect the fair market value estimale éxisting option valuation models do not necdlgsarovide a reliable single measure of the
fair value of our stock-based awards.

Fair value determined using Black-Schetases based on assumptions used for the expkfeteeixpected stock price volatility and
risk-free interest rates. During the three montideel March 31, 2005, we used historical volatitifyour stock over a period equal to the
expected life of the warrants and options to edéntizeir fair value. In light of SAB No. 107, whi¢avors using a market value of volatility
historical volatility, we estimated the fair valobawards granted during the three months endeatMat, 2006 using the implied volatility
actively traded options on our stock. We beliewa tmplied volatility is more representative ofdte stock price trends than historical
volatility. The expected life assumption represeahésweighted-average period stock-based awardsxpected to remain outstanding. These
expected life assumptions are established thradugheview of historical exercise behavior of stbelsed award grants with similar vesting
periods. Where historical patterns do not existtraetual terms are used. The risk-free interdstnepresents the daily treasury yield curve
rate at the reporting date based on the closinggehéid yields on actively traded U.S. treasuryusities in the over-the-counter market for
the expected term. Our assumptions may changeurefperiods. For the three months ended Marcl2@6, a change in volatility of 10%
would have resulted in approximately a 1% changexjpense for stock-based awards granted to emp@rekthird parties.

SFAS No. 123R changes the presentatioaalized excess tax benefits associated withxtbecise of stock options in the statement
cash flows. Excess tax benefits are realized taefits from tax deductions for the exercise of ktoptions in excess of the deferred tax asset
attributable to stock compensation expense for sptions. Prior to the adoption of SFAS No. 123R;hsrealized tax benefits were required
to be presented as operating cash flows. SFAS BBR Yequires such realized tax benefits to be ptedeas part of cash flows from financ
activities. No income tax benefits have been redlifzom stock option exercises during the threethmanded March 31, 2006 and 2005
because a valuation allowance was maintained foredldeferred tax assets.
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Subscriber Acquisition Costs. Subscriber acquisition costs include hardware siigsspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakésinclude a SIRIUS radio and a prepaid subsarniptd our service in the sale or lease
price of a new vehicle; subsidies paid to chipnsahufacturers; commissions paid to retailers andnaakers as incentives to purchase, install
and activate SIRIUS radios; and compensation @sstsciated with stock-based awards granted in ctionewith certain distribution
agreements. The majority of subscriber acquisitiosts are incurred in advance of acquiring a siiiescrSubscriber acquisition costs do not
include advertising, loyalty payments to distritnstand dealers of SIRIUS radios and revenue stegma@nts to automakers and retailers of
SIRIUS radios which are included in sales and ntargeexpense. Subscriber acquisition costs alsealdnclude amounts capitalized in
connection with our agreement with Hertz, as wainebwnership of certain SIRIUS radios used by Hert

Subsidies paid to radio manufacturersarndmakers are expensed upon shipment or ingall@ommissions paid to retailers and
automakers are expensed either upon activatioaler$ the SIRIUS radio. Chip sets that are shigpe@ddio manufacturers and held on
consignment are recorded as inventory and expaasesdbscriber acquisition costs when placed inddymtion by radio manufacturers. Cc
for chip sets not held on consignment are expeasenibscriber acquisition costs when the chipasetshipped to radio manufacturers.

Long-Lived Assets. We carry our long-lived assets at cost less accatedildepreciation. In accordance with SFAS No. 1Adcounting
for the Impairment or Disposal of Long-Lived Asseétge review our long-lived assets for impairmeritemever events or changes in
circumstances indicate that the carrying amouincisset is not recoverable. At the time an impaitrim value of a long-lived asset is
identified, the impairment will be measured asaheunt by which the carrying amount of a long-liesget exceeds its fair value. To
determine fair value, we would employ an expectesgnt value technique, which utilizes multiplehcisw scenarios that reflect the range
of possible outcomes and an appropriate discotet ra

Useful Life of Satellite System. Our satellite system includes the costs of oullgateonstruction, launch vehicles, launch insw&n
capitalized interest, spare satellite, terrestapkater network and satellite uplink facility.decordance with SFAS No. 144, we monitor our
satellites for impairment whenever events or changeircumstances indicate that the carrying arhotithe asset is not recoverable. The
expected useful lives of our in-orbit satellites &b years from the date they were placed intd.0Ne are depreciating our three in-orbit
satellites over their respective remaining usefield beginning February 2002 or, in the case ofspare satellite, from the date it was
delivered to ground storage in April 2002. Our spsatellite is expected to operate effectivelylforyears from the date of launch.

Our satellites have experienced cirailufes on their solar arrays. We continue to nwrthese failures, which we believe have not
affected the expected useful lives of our satsllittevents or circumstances indicate that théulitiges of our satellites have changed, we
will modify the depreciable life accordingly.

FCC License. In October 1997 the FCC granted us a license toatgp@ commercial satellite radio service in thé&¢hStates. While
the FCC license has a renewable eight-year terngxpect to renew our license as there are no leggljatory, contractual, competitive,
economic or other factors that limit its usefuéliAs a result, we treat the FCC license as arfimitielived intangible asset under the
provisions of SFAS No. 142, “Goodwill and Otherdngible Assets.” We re-evaluate the useful lifeedatnation for our FCC license each
reporting period to determine whether events armligistances continue to support an indefinite diééu To date, we have not recorded
amortization expense related to our FCC license.

We test our FCC license for impairmerieast annually unless indicators of impairmensexlVe use a direct approach in performing
our annual impairment test for this asset, whicuires estimates of future cash flows and othapofaclf these estimates or projections
change in the future, we may be required to reaortmpairment charge related to this asset. Werbagiag the direct approach in 2005. Use
of the direct approach is in accordance with a&aper 29, 2004 Staff Announcement from the stathefSecurities and Exchange
Commission, “Use of the Residual Method to Valugéiced Assets Other Than Goodwill.” Under the dimeethod, if the fair value of our
license was less than the aggregate carrying anodthé license, an impairment loss would have beeognized.

Income Taxes. We account for income taxes in accordance with SNAS109, “Accounting for Income Taxes.” Our opérgtlosses
have generated significant state and federal tanperating losses, or NOL carryforwards. We aguired to record a valuation allowance
against the deferred tax asset associated witle ti€4. carryforwards if it is “more likely than nothat we will not be able to utilize it to
offset future taxes. Due to our
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history of unprofitable operations and our expedtedre losses, we have recorded a valuation ahoeaqual to 100% of these deferred tax
assets. We could be profitable in the future atlewhich would cause management to conclude tstiore likely than not that we will
realize all or a portion of these NOL carryforwardpon reaching such a conclusion, we would retioecestimated net realizable value of
deferred tax asset at that time and would thenigedfor income taxes at a rate equal to our contbfaderal and state effective tax rates.
Subsequent revisions to the estimated net reatizadlie of the deferred tax asset could causerouigion for income taxes to vary
significantly from period to period, although owst tax payments would remain unaffected untibibeefit of these NOL carryforwards is
utilized.

Results of Operation
Three months ended March 31, 2006 Compared with @amonths ended March 31, 2005

The following table and the associatesta$sion of results of operations presents andiskgs our operating expenses before the
effects of depreciation and equity granted to thiadties and employees. We believe this form ofgméation improves the transparency of
disclosure and is consistent with the way we evtaloar operating results.

For the Three Months Ended
March 31,

2006 2005 Variance
Total revenue $ 126,66 $ 43,21¢ $ 83,44¢
Operating expenses before depreciation and eqratyted to third parties and
employees
Satellite and transmissic 7,301 6,81: 48¢
Programming and conte 56,44« 24,27¢ 32,16¢
Customer service and billir 15,84: 9,49: 6,34¢
Cost of equipmer 3,46¢ 97¢€ 2,48¢
Sales and marketir 39,29¢ 35,12 4,174
Subscriber acquisition cos 109,14« 67,09: 42,05
General and administrati\ 19,14« 14,83: 4,312
Engineering, design and developm 12,67¢ 11,66: 1,01
Total operating expenses before depreciation andyegranted to third parties
and employee 263,31« 170,26¢ 93,04¢
Adjusted loss from operatiol (136,65() (127,057 (9,599
Depreciatior 24,93 24,50 43z
Equity granted to third parties and employ 284,58t 38,70¢ 245,88(
Loss from operation (446,169 (190,259 (255,910
Other income (expens (11,629 (2,799 (8,829
Loss before income taxi (457,79) (193,05) (264,739
Income tax expens (759 (560 (199
Net loss $ (458,549 $  (193,61) $  (264,93)

Total Revenue

Subscriber Revenue. Subscriber revenue increased $73,277 to $115, ¥&hddhree months ended March 31, 2006 from $41{80the
three months ended March 31, 2005. The increasatiréisutable to the growth of subscribers to ammwige. As of March 31, 2006, we had
4,077,747 subscribers compared with 3,316,560 siiess as of December 31, 2005 and 1,448,695 sbkssras of March 31, 2005. We

added 2,629,052 net new subscribers since March(RE.,
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The following table contains a breakdmfrour subscriber revenue:

For the Three Months Ended

March 31,
2006 2005 Variance
Subscription fee $ 117,99. $ 40,59¢ % 77,39:
Activation fees 3,72¢ 1,53¢ 2,18¢
Effects of mai-in rebates (6,539 (232 (6,302
Total subscriber revent $ 115,18: % 41,90¢ % 73,27

Future subscriber revenue will be depahdpon, among other things, the growth of our stiber base, promotions, mail-in rebates
offered to subscribers and corresponding take-rptas mix, subscription prices and the identificatof additional revenue streams from
subscribers.

Advertising Revenue. Advertising revenue increased $6,804 to $7,33&Herthree months ended March 31, 2006 from $53thfor
three months ended March 31, 2005. The increasewasult of more spots sold due to new and madractive programming and increased
advertiser interest as we continue to build bramdraness.

We expect advertising revenue to growwssubscribers increase and we continue to implooaed awareness and content, including
the impact from the launch of The Howard Stern Shodanuary 2006

ARPU. Set forth below is a table showing the calculatdéARPU:

For the Three Months Ended

March 31,
2006 2005

Average monthly subscriber revenue per subscrietare effects of Hertz subscribers and me

in rebates $ 10.7¢  $ 10.6¢
Effects of Hertz subscribe 0.0z 0.01
Effects of mai-in rebates (0.5¢) (0.06)
Average monthly subscriber revenue per subsc 10.1¢ 10.5¢
Average monthly net advertising revenue per subsc 0.6f 0.1z
ARPU $ 10.8C $ 10.72

The increase in ARPU to $10.80 for the¢hmonths ended March 31, 2006 from $10.72 fotttree months ended March 31, 2005
was primarily attributable to the improvement irr dlertz program, the effects of the timing of tliemenencement of revenue recognition for
prepaid subscriptions and increased advertisingmee®, offset by the impact of mail-in rebates alad pix.

Equipment Revenue. Equipment revenue increased $2,925 to $3,692 &thtee months ended March 31, 2006 from $76hthree
months ended March 31, 2005. The increase wag#udt iof increased sales through our direct to wures distribution channel.

We expect equipment revenue to increased future as we continue to introduce new prtsland as sales through our direct to
consumer distribution channel grow.

Operating Expenses

Satellite and Transmission. Satellite and transmission expenses increased 9488301 for the three months ended March 31, 2006
from $6,813 for the three months ended March 3052The increase was primarily attributable to éased compensation related costs for
additions to headcount and webstreaming costsf Maech 31, 2006 and 2005, we had 139 terrestejpéaters in operation.

Future increases in satellite and trassion expenses will primarily be attributable te #uddition of new terrestrial repeaters and
maintenance costs of existing terrestrial repeat®¥esexpect to deploy a significant number of adddl terrestrial repeaters in 2006. Such
expenses may also increase in future periods di@oide to reinstate our in-orbit satellite insumnc launch new satellites.

Programming and Content. Programming and content expenses increased $3&)X&#5,444 for the three months ended Marct



2006 from $24,278 for the three months ended MadcH005. The increase was primarily attributablednsulting and license fees
associated with new programming, broadcast royadttea result of the increase in our subscriberapensation related costs for additions to
headcount and additional on-air talent costs dubdaa@xpansion of the programming lineup.

Our programming and content expensesindgliease as we continue to develop and enhancehannels. Beginning February 2007,
our agreement with NASCAR will increase our prognaimg and content expenses. In
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addition, we expect broadcast royalties to increasseur subscriber base grows. We regularly evajpieigramming opportunities and may
choose to acquire and develop new content or remerent programming agreements in the future astsmial cost.

Customer Service and Billing. Customer service and billing expenses increaseti96p $15,841 for the three months ended March 31,
2006 from $9,492 for the three months ended Malfgt?2805. The increase was primarily due to incréa&sistomer service representative
costs and telecommunication charges as a restiieafxpansion and growth of our call centers t@aenodate our subscriber base and
increased transaction fees due to the additiorewnf subscribers. Customer service and billing expeisreased 67% compared with an
increase in our end of period subscribers of 18%%falarch 31, 2006 compared with March 31, 20Q%st@mer service and billing expen:
per average subscriber per month declined 42% #0%br the first quarter of 2006 compared with4Pfor the first quarter of 2005.

We expect our customer care and billixigeases to increase and our costs per subscribectease on an annual basis as our
subscriber base grows.

Cost of Equipment. Cost of equipment increased $2,489 to $3,465 ®tlihee months ended March 31, 2006 from $97éhfthree
months ended March 31, 2005. The increase was plynadtributable to higher sales through our direcconsumer distribution channel.

We expect cost of equipment to increag@e future as we introduce new products andlas farough our direct to consumer
distribution channel grow.

Sales and Marketing. Sales and marketing expenses increased $4,17912%3for the three months ended March 31, 2006 fro
$35,122 for the three months ended March 31, 200&.increase was attributable to higher distributiosts primarily as a result of increased
OEM revenue share, market development funds aad residuals. Compensation related costs als@#as@d as a result of additions to
headcount to support our growth. Such increases wfset by decreased advertising, media and ptastucosts primarily for trade shows
and events and for the expiration of certain spfgps in 2005.

We expect sales and marketing expensiesitease as we continue to build brand awaremesadh national advertising and
promotional activities and expand the distributidrSIRIUS radios. Beginning in 2007, our agreenveith NASCAR will increase our
sponsorship costs included in sales and markekipgrese.

Subscriber Acquisition Costs. Subscriber acquisition costs increased $42,05169 344 for the three months ended March 31, 2006
from $67,093 for the three months ended March 8@052an increase of 63%. Over the same periodsguasscriber additions increased
171% from 354,708 for the three months ended Madct?005 to 960,610 for the three months ended Mat¢ 2006. The increase in
subscriber acquisition costs was attributable tisilies for higher shipments of SIRIUS radios alnigp sets to accommodate the growth of
our subscriber base and increases in commissisafing from the increase in gross subscriber amut offset by reductions in average
subsidy rates as we continued to reduce manufagtand chip set costs.

Subscriber acquisition costs per grossatiber addition were $113 and $190 for the timeaths ended March 31, 2006 and 2005,
respectively. The decline was primarily attributatd the reduction in average subsidy rates asowénuied to reduce manufacturing and chip
set costs.

We expect total subscriber acquisitiostsdo increase in the future as our gross sulescaithditions increase and we continue to offer
subsidies, commissions and other incentives toieegqubscribers. However, we anticipate that, peragross subscriber addition basis, the
costs of certain subsidized components of SIRIUBEwiIll continue to decrease in the future. Ifnpetitive forces require us to increase
hardware subsidies or promotions, subscriber aitiquisosts per gross subscriber addition couldaase. Our subscriber acquisition costs
per gross subscriber addition are generally high#e first three quarters of our fiscal year dedline in the fourth quarter as we experience
higher activation rates.

General and Administrative. General and administrative expenses increased $403#19,144 for the three months ended March 31,
2006 from $14,832 for the three months ended Madci2005. The increase was primarily a result dfitazhal personnel-related costs and
operating costs to support the growth of our bussrend bad debt expense.
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We expect our general and administraxgenses to increase in future periods for perdamteted and facility costs to support our
growth.

Engineering, Design and Development. Engineering, design and development expenses senlekl, 017 to $12,679 for the three moi
ended March 31, 2006 from $11,662 for the threethmanded March 31, 2005. The increase was priyrettilibutable to additional
personnel-related costs to support research arelafguent efforts and costs associated with OEMngand manufacturing upgrades for
factory installations of SIRIUS radios.

We expect engineering, design and deveton expenses to decrease in 2007, as we antidgigatgorating SIRIUS radios and
accessories in a significant number of vehicle nfte the year ended 2006.

Equity Granted to Third Parties and Employees. Equity granted to third parties and employees espdor warrants decreased $7,125 to
$14,371 for the three months ended March 31, 2016 $21,496 for the three months ended March 305 20his decrease was primarily
attributable to the timing of our partners achigvproduction and other milestones and changeseiffeih value of such awards during the 1
quarter of 2006 as compared with the first quarfe2005.

Equity granted to third parties and ergpls expense for stock options, restricted stastricted stock units and other stock-based
awards increased $253,005 to $270,215 for the thiehs ended March 31, 2006 from $17,210 for lineet months ended March 31, 2005.
The increase was primarily a result of $224,818xgfense for granting 34,375,000 shares of our camstaxk to Howard Stern and his agent
in January 2006. Excluding the charge for theseesh&quity granted to third parties expense irae&28,192 to $45,402 for the three
months ended March 31, 2006. The increase was plynadtributable to the adoption of SFAS No. 128Rd expense associated with
common stock expected to be earned upon the satsfaf performance targets.

Future expense associated with equitgtgchto third parties and employees is continggonua number of factors, including the
number of stock-based awards granted, the priceio€ommon stock, assumptions used in estimati@ddtin value of stock-based awards,
estimates for forfeitures, vesting provisions ameltiming as to when certain performance criteréaraet, and could materially change.

Other Income (Expense)
Interest and Investment Income. Interest and investment income increased $5,4%9,@37 for the three months ended March 31, 2006

from $4,487 for the three months ended March 30520he increase was attributable to higher intesss and the purchase of auction rate
securities and commercial paper using the prociedsthe issuance of our® g %0 Senior Notes due 2013 in August 2005.

Interest Expense. Interest expense increased $9,799 to $17,124 éathtlee months ended March 31, 2006 from $7,328®othree
months ended March 31, 2005. The increase was plyntize result of interest expense for ou'?/98% Senior Notes due 2013 issued in
August 2005, offset by a decrease as a resuleofatiemption of our 15% Senior Secured Discounéddtie 2007 and our 14%2% Senior
Secured Notes due 2009 in September 2005.

Income (Expense) from Affiliate. For the three months ended March 31, 2006, we dedd$4,445 for our share of SIRIUS Canada #nc.’
net loss.

Income Taxes

Income Tax Expense. We recorded income tax expense of $753 and $56@éathree months ended March 31, 2006 and 2005,
respectively. This expense represents the recogniti a deferred tax liability related to the difface in accounting for our FCC license,
which is amortized over 15 years for tax purposgsiot amortized for book purposes in accordandle WiS. generally accepted accounting
principles.

Liquidity and Capital Resources
Cash Flows for the Three Months Ended March 31, Z)Gompared with the Three Months Ended March 31,080

As of March 31, 2006, we had $630,83tash and cash equivalents compared with $629,3@6March 31, 2005, an increase of
$1,455. Cash and cash equivalents decreased $63dytifig the three months ended March 31,
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2006. The decrease was a result of net cash usgzemating activities of $159,341, offset by nedtcarovided by financing activities and
investing activities of $1,459 and $26,706, resipebt.

Net Cash Used in Operating Activities. The following table contains a breakdown of oet loss adjusted for non-cash items and our
changes in operating assets and liabilities:

For the Three Months
Ended March 31,

2006 2005 Variance
Net loss adjusted for n-cash items

Net loss $(458,549) $(193,61) $(264,93)
Depreciatior 24,93 24,50 432
Non-cash interest expen 761 762 Q)
Provision for doubtful accoun 1,771 1,40( 377
Non-cash loss from affiliat 2,27¢ — 2,27¢
Loss on disposal of asst 221 127 94
Equity granted to third parties and employ 284,58t 38,70¢ 245,88(
Deferred income taxe 753 56C 19z

Total net loss adjusted for r-cash item: (143,23 (127,556 (15,68)

Changes in operating assets and liabilii

Marketable securitie — 16 (16)
Accounts receivabl 9,952 (340 10,29:
Inventory (1,199 16 (1,219
Prepaid expenses and other current a: (21,759 (3,187 (18,57
Other lon¢-term asset 57¢ (1,157 1,73¢
Accounts payable and accrued expel (45,22() (5,607 (39,619
Accrued interes (10,460 2,73¢ (13,19¢)
Deferred revenu 44,45¢ 19,42 25,03t
Other lon¢-term liabilities 7,54 (1,524 9,067
Total changes in operating assets and liabil (16,109 10,38¢ (26,497

Net cash used in operating activit $(159,34) $(117,169) $ (42,179

Net cash used in operating activitieseased $42,173 to $159,341 for the three monthedehthrch 31, 2006 from $117,168 for the
three months ended March 31, 2005. Such increasatirébutable to a $26,492 increase in the ndtawubf cash from changes in operating
assets and liabilities and an increase of $15,6&14d net loss adjusted for non-cash items, fro2v 856 for the three months ended March
31, 2005 to $143,237 for the three months endediMat, 2006.

The net outflow of cash from changesperating assets and liabilities was primarily htttable to the ($39,619) change in accounts
payable and accrued expenses to paydown accrulilgpin the fourth quarter of 2005; the ($18,5¢fange in prepaid expenses and other
current assets as a result of prepayments for gnoming agreements; and the ($13,196) change ineddnterest as a result of our first
interest payment on our>y g % Senior Notes due 2013. These net outflows of vask offset in part by a $25,035 change in deferre

revenue for subscribers electing annual and otfegrgid subscription programs as we currently recaivaverage of approximately eight
months of prepaid revenue per subscriber uponaiiv, and a $10,292 change in accounts receifabtae paydown of receivable balances
generated for activations in the fourth quarte2@®5, which were paid in the first quarter of 2006.

The increase in the net loss adjustedidor-cash items was primarily a result of a 63%$42,051, increase in subscriber acquisition
costs reflecting subsidies for higher shipmentSI&IUS radios and chip sets and increased commiss@osupport a 171% increase in gross
subscriber additions, offset by reductions in agersubsidy rates as we continued to reduce manwmifagtand chip set costs. In addition,
other operating expenses increased primarily toieegontent associated with new programming ageegsn Such increases were more than
offset by a 175%, or $73,277, increase in subscribeenue.

Net Cash Provided by (Used in) Investing Activities. Net cash provided by investing activities was $@6,%r the three months ended
March 31, 2006 compared with net cash used in tmgactivities of $8,332 for the three months ehtitarch 31, 2005. The $35,038
increase was primarily a result of the sales ofiancate securities in
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the first quarter of 2006. Capital expendituresen®$,496 for the three months ended March 31, 206&ared with $6,888 for the three
months ended March 31, 2005.

For the remainder of 2006, we will insignificant capital expenditures to secure a swdlunch vehicle and improve our terrestrial
repeater network and broadcast and administrativastructure. These capital expenditures will supfhe resiliency of our operations and
the growth we are experiencing as well as suppertitlivery of new revenue streams in the futureuph our video and telematics offerin

Net Cash Provided by Financing Activities. Net cash provided by financing activities increa$éd4 to $1,459 for the three months
ended March 31, 2006 from $985 for the three moatited March 31, 2005 due to additional proceetisived from the exercise of stock
options.

Financings and Capital Requirements

We have financed our operations prinéyprough the sale of debt and equity securitieAugust 2005, we sold $500,000 in
aggregate principal amount of ou? Bg % Senior Notes due 2013 resulting in net proceé84@3,005.

Future Liquidity and Capital Resource Requirements

Based upon our current plans, we belteaeour cash, cash equivalents and marketablgiseswvill be sufficient to cover our
estimated funding needs through cash flow breakeherpoint at which our revenues are sufficierfuttd expected operating expenses,
capital expenditures, working capital requiremeimigrest and principal payments and taxes. Weaxpegenerate positive free cash flow
the full year 2007, and our first quarter of pagtiree cash flow could be reached as early afotiteh quarter of 2006. Our financial
projections are based on assumptions, which we\rehre reasonable but contain significant unceési

Our business is in its early stages,vaadegularly evaluate our plans and strategy. Theakiations often result in changes to our
and strategy, some of which may be material andifsigntly change our cash requirements or caude ashieve cash flow breakeven at a
later date. These changes in our plans or strateyyinclude: the acquisition of unique or compellprogramming; the introduction of new
features or services; significant new or enhandstilution arrangements; investments in infraguiees, such as satellites, equipment or radio
spectrum; and acquisitions of third parties thah @rogramming, distribution, infrastructure, assetsany combination of the foregoing.

To fund incremental cash requirementgsomarket opportunities arise, we may chooseisge eadditional funds through the sale of
additional debt securities, equity securities oombination of debt and equity securities. The irence of additional indebtedness would
result in increased fiscal obligations and couldtam restrictive covenants. The sale of additiatplity or convertible debt securities would
result in dilution to our stockholders. These addil sources of funds may not be available aaydilable, may not be available on terms
favorable to us.

2003 Long-Term Stock Incentive Plan

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

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

As of March 31, 2006, approximately 92 &®0 stock options, shares of restricted stockrastticted stock units were outstanding. As
of March 31, 2006, approximately 86,477,000 shafesir common stock were available
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for grant under the 2003 Plan. During the three tended March 31, 2006, employees exercised @Z Bfdck options at exercise prices
ranging from $0.47 to $3.91 per share, resultingroteeds to us of $1,233. The exercise of the irengpoutstanding, vested options could
result in an inflow of cash in future periods.

Contractual Cash Commitments

We have entered into various contrads llave resulted in significant cash obligationBuinre periods. These cash obligations could
vary in future periods if we change our businessir strategy, which could include significant iidds to our programming, infrastructure
or distribution channel. The following table sumimas our expected contractual cash commitments$ lslsuch 31, 2006:

Remaining
2006 2007 2008 2009 2010 Thereafter Total
Long-term debt obligation $ — 3 — $ 52,18 $ 301,74« $ — $ 730,00 $ 1,083,92
Cash interest paymer 37,19( 65,07¢ 64,16 59,60¢ 55,60( 152,87¢ 434,51
Lease obligation 6,93t 9,13t 8,92¢ 8,881 8,66¢ 32,25( 74,79
Satellite and transmissic 35,18¢ 2,48¢ 2,48¢ 2,48¢ 5,491 8,331 56,46¢
Programming and conte 111,24¢ 116,87( 123,11: 145,86« 148,38« 66,19¢ 711,67
Customer service and billir 2,55( 3,13¢ — — — — 5,68¢
Marketing and distributiol 105,03: 37,23: 25,32! 16,75: 18,14: 10,75( 213,23
Chip set development and produc 15,52 3,00( — — — — 18,52:
Other 9,09¢ 40¢€ 177 11 — — 9,69(

Total contractual cash
commitments $ 322,76( $ 237,34. $ 276,37( $ 535,34: $ 236,28 $ 1,000,41. $ 2,608,51

Long-Term Debt Obligations. Long-term debt obligations include principal payitseon our outstanding debt.
Cash Interest Payments. Cash interest payments include interest due omuatstanding debt through maturity.
Lease Obligations. We have entered into operating leases relatedrtstadios, office space, terrestrial repeaterseapdpment.

Satellite and Transmission. We have entered into agreements with third pattiegerate and maintain certain components of our
terrestrial repeater network. We have also entertedan agreement with a launch services providaeture a satellite launch on a Proton
rocket prior to the end of 2010.

Programming and Content. We have entered into agreements with licensorsazframming and other content providers and, iragert
instances, are obligated to pay license fees aachgtee minimum advertising revenue share. In iagitve have agreements with various
rights organizations pursuant to which we pay riogslifor public performances of music.

Customer Service and Billing. We have entered into agreements with third pattiggovide billing and subscriber management ses.

Marketing and Distribution. We have entered into various marketing, sponsohdpdistribution agreements to promote our brart a
are obligated to make payments to sponsors, retpdetomakers and radio manufacturers under tigreements. In addition, certain
programming and content agreements require usrthpse advertising on properties owned or conttdiiethe licensors. We also reimburse
automakers for certain engineering and developmests associated with the incorporation of SIRIE&as into vehicles they manufacture.
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Chip Set Development and Production. We have entered into agreements with third pattieevelop, produce and supply chip sets, and
in certain instances to license intellectual propezlated to such chip sets. Certain of theseeageats require that we purchase a minimum
guantity of chip sets.

Other. We have entered into an agreement with Canadiaad8asting Corporation and Standard Broadcastingdatation to fund
SIRIUS Canada. We have also entered into varioteeagents with third parties for general operatingppses. Amounts associated with
SIRIUS Canada and these various other agreemeniscinded in the commitments table.

In addition to the contractual cash cotnments described above, we have entered into agrgsmwith automakers, radio manufactu
and others that include per-radio, per-subscripershow and other variable cost arrangements.eltusre costs are dependent upon many
factors including our future subscriber growth and difficult to anticipate; however, these costy/rhe substantial. We may enter into
additional programming, distribution, marketing astler agreements that contain similar provisions.

Under the terms of a joint developmeneagient with XM Radio, the other holder of a FC&HKite radio license, each party is
obligated to fund one half of the development ¢ost unified standard for satellite radios. Thetsaelated to the joint development
agreement are being expensed as incurred to emigigegesign and development expense. We are dlyriamable to determine the
expenditures necessary to complete this processhéy may be significant.

We are required under the terms of cedgreements to provide letters of credit and dépumies in escrow, which place restrictions
on our cash and cash equivalents. As of March @26 2nd December 31, 2005, $108,315 and $107,64pectively, were classified as
restricted investments as a result of our reimbunese obligations under these letters of credit@satow arrangements.

As of March 31, 2006, we have not enténéal any off-balance sheet arrangements or traiosec
Item 3. Quantitative and Qualitative Disclosures abut Market Risk

As of March 31, 2006, we did not have deyivative financial instruments and we do no¢imt to use derivatives. We do not hold or
issue any free-standing derivatives. We hold inmesits in marketable securities, which consist dife@tes of deposit and auction rate
securities. We classify our marketable securiteeaailable-for-sale. These securities are comgistih the investment objectives contained
within our investment policy. The basic objectivgur investment policy are the preservation gffitzd, maintaining sufficient liquidity to
meet operating requirements and maximizing yielelsiite the underlying long-term maturity of auctiate securities, from the investor’s
perspective, such securities are priced and subsélgjuraded as short-term investments becaudeedhterest rate reset feature. Interest rates
are reset through an auction process at predetednpieriods of 28 or 35 days. Failed auctions razetur. As of March 31, 2006, we held
approximately $84,200 in auction rate securities.

Our long-term debt includes fixed inténedes and the fair market value of the debtisibige to changes in interest rates. Under our
current policies, we do not use interest rate @éitre instruments to manage our exposure to irteags fluctuations.

Item 4. Controls and Procedures

As of March 31, 2006, an evaluation wadfgrmed under the supervision and with the pgrditon of our management, including Mel
Karmazin, our Chief Executive Officer, and David-dear, our Executive Vice President and Chief i Officer, of the effectiveness of
the design and operation of our disclosure conaants procedures. Based on that evaluation, our gesmant, including our Chief Executive
Officer and our Chief Financial Officer, concludit our disclosure controls and procedures wdeetdfe as of March 31, 2006. There h
been no significant changes in our internal cordxar financial reporting or in other factors tieatld significantly affect our internal control
over financial reporting subsequent to March 31080
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Part Il
Other Information

Item 1. Legal Proceedings

There are no material changes to thd [ggpaeedings disclosed on the Form 10-K filedtfar year ended December 31, 2005.
Item 1A. Risk Factors

There are no material changes to thefaistors disclosed on the Form 10-K filed for tleayended December 31, 2005.
Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Not applicable.
Item 3. Defaults Upon Senior Securities

Not applicable.
Item 4. Submission of Matters to a Vote of Securitydolders

Not applicable.
Item 5. Other Information

Not applicable.
Item 6. Exhibits

See Exhibit Index attached hereto.
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SIGNATURES

Pursuant to the requirements of the Sesiand Exchange Act of 1934, the registrantchdg caused this report to be signed on its
behalf by the undersigned thereunto duly authorized

SIRIUS SATELLITE R ADIO | NC.

By: /sl DAVID J. FREAR

David J. Frear

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer

May 9, 200€
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EXHIBIT INDEX

Description

Amended and Restated Certificate of Incorporatiated March 4, 2003 (incorporated by reference tuilt3.1 to the
Compan’s Annual Report on Form -K for the year ended December 31, 20!

Amended and Restated By-Laws (incorporated by eefar to Exhibit 3.2 to the Company’s Quarterly Repa Form 10-Q
for the quarter ended September 30, 20

Form of certificate for shares of Common Stock diporated by reference to Exhibit 4.3 to the ConyfmRegistration
Statement on Form-1 (File No. 3-74782) (the"S-1 Registration Stateme”)).

Warrant Agreement, dated as of May 15, 1999, batwlee Company and United States Trust Company of Xerk, as
warrant agent (incorporated by reference to ExHil#t4 to the Company’s Registration StatementamFS-4 (File No. 333-
82303)).

Indenture, dated as of September 29, 1999, betthee@Gompany and United States Trust Company of §,éXaA., as trustee,
relating to the Company’s 8%% Convertible SuborididaNotes due 2009 (incorporated by reference toliibd.2 to the
Compan’s Current Report on Forn-K filed on October 13, 1999

First Supplemental Indenture, dated as of Septe2®el999, between the Company and United Statest Dompany of
Texas, N.A., as trustee, relating to the Compa8¥286 Convertible Subordinated Notes due 2009 (irmatpd by reference to
Exhibit 4.01 to the Compa’s Current Report on Forn-K filed on October 1, 1999

Second Supplemental Indenture, dated as of MargB@B, among the Company, The Bank of New Yorks(asessor to
United States Trust Company of Texas, N.A.), agnésg trustee, and HSBC Bank USA, as successstete relating to the
Company’s 8%% Convertible Subordinated Notes d@® Zihcorporated by reference to Exhibit 4.16 ® @ompany’s
Annual Report on Form -K for the year ended December 31, 20!

Third Supplemental Indenture, dated as of Marc20D3, between the Company and HSBC Bank USA, ategurelating to
the Company’s 8%% Convertible Subordinated Notes2009 (incorporated by reference to Exhibit 4d.the Company’s
Annual Report on Form -K for the year ended December 31, 20!

Form of 8%% Convertible Subordinated Note due 20@&rporated by reference to Article VII of ExHildi.01 to the
Compan’s Current Report on Forn-K filed on October 1, 1999

Indenture, dated as of May 23, 2003, between thepgaoy and The Bank of New York, as trustee (incaafeal by reference
Exhibit 99.2 to the Compar's Current Report on Forn-K dated May 30, 2003

Supplemental Indenture, dated as of May 23, 2088yden the Company and The Bank of New York, astdgy relating to tr
Company’s 3%2% Convertible Notes due 2008 (incorearay reference to Exhibit 99.3 to the Companyisrént Report on
Form ¢-K dated May 30, 2003

Second Supplemental Indenture, dated as of FebR0ar3004, between the Company and The Bank of Xerk, as trustee,
relating to the Company’s 2%2% Convertible Notes 20@9 (incorporated by reference to Exhibit 4.2¢h® Company’s
Annual Report on Form -K for the year ended December 31, 20!

Third Supplemental Indenture, dated as of OctoBeP@04, between the Company and The Bank of Newk,¥as trustee,
relating to the Company’s 3%% Convertible Notes 201 (incorporated by reference to Exhibit 4.1hi® Companys Curren
Report on Form -K dated October 13, 200«

Indenture, dated as of August 9, 2005, betweeCtmapany and The Bank of New York, as trustee rajaid the Companyg’ <
5/8% Senior Notes due 2013 (incorporated by refaréo Exhibit 4.1 to the Company’s Current Reporform 8-K filed on
August 12, 2005)

Common Stock Purchase Warrant granted by the CoyrtpabaimlerChrysler AG dated October 4, 2005 (mpooated by
reference to Exhibit 4.13 to the Comp’s Quarterly Report on Form -Q for the quarter ended September 30, 2C

Common Stock Purchase Warrant granted by the Coyrpaford Motor Company dated October 7, 2002 (ipomated by
reference to Exhibit 4.16 to the Comp’s Quarterly Report on Form -Q for the quarter ended September 30, 2C




Exhibit Description

4.15 — Form of Media-Based Incentive Warrant dated Felyr@a2004 issued by the Company to NFL Enterpride3

(incorporated by reference to Exhibit 4.25 to tlwerpany’s Annual Report on Form 10-K for the yeadeshDecember 31,
2003).
4.16 — Bounty-Based Incentive Warrant dated February 8448sued by the Company to NFL Enterprises LLEdiporated by

reference to Exhibit 4.26 to the Comp’s Annual Report on Form -K for the year ended December 31, 20!

417 — Amended and Restated Warrant Agreement, dated@sagfmber 27, 2000, between the Company and USitees Trust
Company of New York, as warrant agent and escramia@ncorporated by reference to Exhibit 4.27h® €Company’s
Registration Statement on Forr-3 (File No. 33-65602)).

10.1.1 — Lease Agreement, dated as of March 31, 1998, bet®Reek-McGraw, Inc. and the Company (incorporatgddference to
Exhibit 10.1.2 to the Compa’s Quarterly Report on Form -Q for the quarter ended June 30, 19!

10.1.2 — Supplemental Indenture, dated as of March 22, 208fveen Rock-McGraw, Inc. and the Company (incaisa by
reference to Exhibit 10.1.2 to the Comp’'s Quarterly Report on Form -Q for the quarter ended March 31, 20(

*10.2 — Employment Agreement dated November 18, 2004 bettree2 Company and Mel Karmazin (incorporated bgnexice to
Exhibit 10.2 to the Compa’s Annual Report on Form -K for the year ended December 31, 20t

*10.3 — Employment Agreement, dated as of June 3, 2008/deet the Company and David J. Frear (incorporaya@ference to
Exhibit 10.7 to the Compa’s Quarterly Report on Form -Q for the quarter ended June 30, 201

*10.4 — First Amendment, dated as of August 10, 2005, écBmployment Agreement, dated as of June 3, 2@A®&den the
Company and David Frear (incorporated by referéadexhibit 10.2 to the Company’s Current Reporfranm 8-K dated
August 12, 2005)

*10.5 — Employment Agreement, dated as of May 5, 2004, éetvthe Company and Scott A. Greenstein (incorpdray reference
to Exhibit 10.4 to the Compa’s Quarterly Report on Form -Q for the quarter ended June 30, 20!

*10.6 — First Amendment, dated as of August 8, 2005, tc&imployment Agreement, dated as of May 5, 2004yben the Company
and Scott Greenstein (filed herewit

*10.7 — Amended and Restated Employment Agreement, datefiMarch 11, 2005, between the Company and Jamikefzer
(incorporated by reference to Exhibit 10.5 to tlwerpany’s Annual Report on Form 10-K for the yeadezhDecember 31,
2004).

*10.8 — First Amendment, dated February 2, 2006, to the Wded and Restated Employment Agreement, dated Marck005,

between the Company and James E. Meyer (incorgbbgteeference to Exhibit 10.1 to the Company’sr€nir Report on
Form ¢-K dated February 1, 200¢

*10.9 — Restricted Stock Unit Agreement, dated as of Augu&005, between the Company and James E. Mayarfiorated by
reference to Exhibit 10.3 to the Comp’s Current Report on Forn-K dated August 12, 2005

*10.10 — Employment Agreement, dated as of November 8, 208dyeen the Company and Patrick L. Donnelly (ipooated by
reference to Exhibit 10.6 to the Comp’s Quarterly Report on Form -Q for the quarter ended September 30, 2C

*10.11 — CD Radio Inc. 401(k) Savings Plan (incorporateddfgrence to Exhibit 4.4 to the Company’s RegigiraStatement on
Form &-8 (File No. 33-65473)).

*10.12 — Amended and Restated Sirius Satellite Radio 2008yt Berm Stock Incentive Plan (incorporated by refiee to Exhibit
10.10 to the Compars Quarterly Report on Form -Q for the quarter ended June 30, 20




Exhibit

*10.13

1t10.14

31.1

31.2

32.1

32.2

Description

Form of Option Agreement, dated as of Decembefl297, between the Company and each Optionee (iocigd by
reference to Exhibit 10.16.2 to the Comp’s Quarterly Report on Form -Q for the quarter ended June 30, 19

Joint Development Agreement, dated as of Februér2a00, between the Company and XM Satellite Radio
(incorporated by reference to Exhibit 10.28 to @wmmpany’s Quarterly Report on Form 10-Q for thertpreended March 31,
2000).

Certificate of Mel Karmazin, Chief Executive Officgursuant to Section 302 of the Sarbanes-OxlegyofA2002 (filed
herewith).

Certificate of David J. Frear, Executive Vice Pdesit and Chief Financial Officer, pursuant to Set802 of the Sarbanes-
Oxley Act of 2002 (filed herewith

Certificate of Mel Karmazin, Chief Executive Offiggursuant to 18 U.S.C. Section 1350, as adoptesbiant to Section 906
of the Sarban«-Oxley Act of 2002 (filed herewith

Certificate of David J. Frear, Executive Vice Pdesit and Chief Financial Officer, pursuant to 18\@. Section 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002 (filed herewith

* This document has been identified as a managemalriact or compensatory plan or arrangen

t Portions of this exhibit have been omitted purstampplications for Confidential treatment filegt the Company with the Securities
and Exchange Commissic




Exhibit 10.¢
Execution Cop
FIRST AMENDMENT

FIRST AMENDMENT, dated as of August 808(this “ First Amendmeri), to the Employment Agreement, dated as of May
5, 2004 (the “ Agreemefi}, between SIRIUS SATELLITE RADIO INC., a Delawagerporation (the “ Company, and SCOTT
GREENSTEIN (the* Executive”).

WITNESSETH:

WHEREAS, the Company and the Executivetlyp desire to amend certain provisions of the @gmnent in the manner provided for in
this First Amendment;

NOW, THEREFORE, for valuable considenatithe receipt and sufficiency of which are herabnowledged, and in consideration of
the premises contained herein, the Company anBxbeutive hereby agree as follows:

1. Amendment of Section 3 (Term) and i®adb (Termination) of the Agreemen$ection 3 and Section 6(f) of the Agreement are
hereby amended by deleting “May 4, 2007” and stligtg in lieu thereof “July 31, 2009.”

2. Amendments of Section 4 (Compensatidthe AgreementSection 4(a) of the Agreement is hereby amengeatkketing the figure
“$525,000” and substituting in lieu thereof “$70000"

(b) The second sentence of Section 4(#)eoAgreement is hereby amended by deleting tinage “ providedhat the Base Salary shall
at all times be not less than the base salaryeo€ttmpany’s President, Operations and Sales.”

(c) Sections 4(c) and 4(d) of the Agreahae hereby amended by deleting the third seatetiereof.

(d) Section 4(e) of the Agreement is bgramended by deleting the fourth sentence thereof.

3. Amendment of Section 5 (Additional Guensation; Expenses and Benefits) of the AgreemEme Agreement is hereby amende:
deleting Section 5(c) thereof.

4. Grant of Additional Stock Options dRéstricted Stock Units(a) On the date hereof, the Company shall gratit¢ Executive an
option to purchase 1,250,000 shares of the Compammyhmon stock, par value $.001 per share (thenir@on StocK)), at an exercise price
of $6.602 per share, the closing price of the Com®tmck on the Nasdaq National Market on the datedf. Such options shall be subject to
the terms and conditions set forth in the Optiome®gnent attached to this First Amendment as ExAibit




(b) On the date hereof, the Company giralht to the Executive 462,222 restricted stodksu62,222 of which represent restricted
stock units earned by you pursuant to the Compagwising equity accumulation program. Such retdcstock units shall be subject to the
terms and conditions set forth in the RestrictentiStUnit Agreements attached to this First AmendnaarExhibits B and C.

5. No Other Amendment&xcept as expressly amended, modified and sumgpited by this First Amendment, the provisions ef th
Agreement are and shall remain in full force arfdaf

6. Governing LawThis First Amendment shall be governed by, antsttaed and interpreted in accordance with, the lafithe State
of New York applicable to contracts made and tp&dormed entirely within the State of New York.

7. CounterpartsThis First Amendment may be executed in countgspall of which shall be considered one and Hmaesagreement,
and shall become effective when one or more copatts have been signed by each of the partiesaiaed to the other party.

8. Entire Agreemenfhis First Amendment represents the entire agee¢wf the Company and the Executive with respethe
subject matter hereof, and there are no promisetertakings, representations or warranties by #inégs hereto relative to the subject matter
hereof not expressly set forth or referred to meréor the avoidance of doubt, this First Amendnsatl supersede any other First
Amendment previously executed by the parties hereto

IN WITNESS WHEREOF, the parties heretgehaaused this First Amendment to be duly execatetldelivered by their proper and
duly authorized officers as of the day and yeat fabove written.

SIRIUS SATELLITE RADIO INC.

By: /s/ John H. Schult.

John H. Schult,
Senior Vice Presiden
Human Resource

/sl Scott Greenstei

Scott Greenstei




EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Karmazin, the Chief Executive Officer of Bis Satellite Radio Inc., certify the
1. I have reviewed this Quarterly Report on Forr-Q of Sirius Satellite Radio Inc. for the period eddVarch 31, 200¢

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsgitéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

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

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal controls over financial report{ag defined in Exchange
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

(b)  Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimegport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

(d) Disclosed in this report any changes in the regigts internal controls over financial reportingtloccurred during the
registrant’s most recent fiscal quarter that hagenally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; a

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thewvedent
functions):

(@ all significant deficiencies and material weaknessehe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the registrant’s
internal control over financial reportin

By: /s/ M EL K ARMAZIN

Mel Karmazin
Chief Executive Office
(Principal Executive Officer

May 9, 200€




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, David J. Frear, the Executive Vice President @hief Financial Officer of Sirius Satellite Raditc., certify that;

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Sirius Satellite Radio Inc. for the period eddVarch 31, 200¢

Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsgitéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal controls over financial report{ag defined in Exchange Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

(b)  Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimegport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

(d) Disclosed in this report any changes in the regigts internal controls over financial reportingtloccurred during the
registrant’s most recent fiscal quarter that hagenally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; a

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thewvedent
functions):

(@ all significant deficiencies and material weaknessehe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the registrant’s
internal control over financial reportin

By: /s/ DAviD J. FREAR

David J. Frea

Executive Vice President ai
Chief Financial Office
(Principal Financial Officer and
Principal Accounting Officer

May 9, 200€




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY
ACT OF 2002

In connection with the Quarterly RepdrSirius Satellite Radio Inc. (the “Company”) onrFp10-Q for the period ended March 31,
2006 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), I, Melriazin, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sask@nley Act of 2002, that:

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

(2) The information contained in the Refairly presents, in all material respects, timaficial condition and results of
operations of the Compan

By: /s/ MELK ARMAZIN

Mel Karmazin
Chief Executive Office
(Principal Executive Officer

May 9, 200€

A signed original of thiswritten statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been

provided to the Company and will be retained by the Company and fur nished to the Securities and Exchange Commission or its staff upon
request.




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY
ACT OF 2002

In connection with the Quarterly RepdrSirius Satellite Radio Inc. (the “Company”) onrFp10-Q for the period ended March 31,
2006 as filed with the Securities and Exchange Cwsion on the date hereof (the “Report”), |, Dadid-rear, Executive Vice President and

Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. Section 1350, as adopted porsoigection 906 of the Sarbar@gley
Act of 2002, that:

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

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

By: /s/ DAviD J. FREAR

David J. Frea

Executive Vice President al
Chief Financial Office!
(Principal Financial Officer and
Principal Accounting Officer

May 9, 200€

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of thiswritten statement required by Section 906, has been

provided to the Company and will be retained by the Company and fur nished to the Securities and Exchange Commission or its staff upon
reguest.




