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

(Unaudited)

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

2007

2006

2007

2006

Revenue
Subscriber revenue, including effects of mail-ibates $ 209,63 $ 137,64. $ 400,43. $ 252,82
Advertising revenue, net of agency fees 9,171 8,12¢ 15,89¢ 15,46:
Equipment revenue 6,25¢ 3,09¢ 10,92¢ 6,78¢
Other revenue 1,36( 1,21¢€ 3,20¢ 1,66¢
Total revenue 226,42 150,07¢ 430,46«  276,74:
Operating expenses (excludes depreciation shovaraety below) (1)
Cost of services:
Satellite and transmission 7,331 18,49¢ 15,32 26,69¢
Programming and content 54,31: 68,62: 114,30¢  368,35t¢
Revenue share and royalties 29,84 16,95¢ 56,97¢ 30,48¢
Customer service and billing 21,61¢ 15,86¢ 43,47: 33,72¢
Cost of equipment 8,63¢ 3,461 17,92¢ 6,93
Sales and marketing 45,61« 52,83: 83,77¢ 87,31
Subscriber acquisition costs 105,66! 130,56: 205,78: 249,60t
General and administrative 38,47 32,55¢ 73,81« 64,42¢
Engineering, design and development 11,25( 15,45¢ 23,66! 35,16¢
Depreciation 26,28¢ 25,73¢ 53,07( 50,67
Total operating expens 349,02° 380,55( 688,10¢  953,38:
Loss from operations (122,600 (230,47) (257,64%) (676,64)
Other income (expense
Interest and investment income 4,75: 8,87: 10,79¢ 18,81(
Interest expense, net of amounts capitalized (15,750 (15,660 (30,949 (32,789
Equity in net loss of affiliate - - - (4,445
Other income 5 9 10 19
Total other income (expens (10,999 (6,77¢) (20,137 (18,400
Loss before income taxes (133,59) (237,250 (277,78) (695,04)
Income tax expense (555) (578 (1,110 (1,33))

Net loss
Net loss per share (basic and dilut

Weighted average common shares outstanding (badidibuted)

$  (134,14) $(237,829) $ (278,89) $ (696,37,

$ (0.09 $

0.17) $

(0.19)

$  (0.50

1,462,36. 1,404,02.

1,459,70. 1,395,54!

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

Satellite and transmissic $ 621 $ 81C $ 1,277 $ 1,71
Programming and conte 1,21¢ 23,72¢ 4,15( 273,52
Customer service and billir 17¢ 204 377 44¢
Sales and marketir 2,84¢ 5,067 8,49: 7,26¢
Subscriber acquisition cos 7 21,90( 1,887 31,79¢
General and administratiy 11,16: 12,90¢ 23,10:¢ 27,41
Engineering, design and developm 984 2,67¢ 1,99¢ 9,71z
Total stocl-based compensatic $ 17,017 $ 67,28¢ $ 41,277 $ 351,87

See Notes to Unaudited Consolidated Financial Bierés



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

ASSETS
Current asset:
Cash and cash equivalents
Marketable securities

Accounts receivable, net of allowance for doub#fttounts of $5,886

and $3,183 at June 30, 2007 and December 31, a8tk ctively
Receivables from distributors
Inventory, net
Prepaid expenses
Restricted investments
Other current assets
Total current assets
Property and equipment, r
FCC license
Restricted investments, net of current por
Deferred financing fee
Other lon¢-term asset
Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payable and accrued expenses
Accrued interest
Deferred revenue
Current maturities of long-term debt
Total current liabilities
Long-term deb
Deferred revenue, net of current port
Other lon¢-term liabilities
Total liabilities
Commitments and contingencies (Note
Stockholder' equity:

Common stock, $0.001 par value: 2,500,000,000 stearthorized,
1,463,810,212 and 1,434,635,501 shares issuedwsidoding at

June 30, 2007 and December 31, 2006, respectively
Additional paid-in capital
Accumulated deficit

Total stockholders’ (deficit) equity

Total liabilities and stockholders’ equity

See Notes to Unaudited Consolidated Fiancial Steésn

June 30, 2007

December 31, 200

(Unaudited)
$ 424,74¢ % 393,42:
4,65¢ 15,50(
25,22t 24,18¢
60,33’ 46,82¢
41,931 34,50:
40,84 52,58¢
25,31( 25,00(
26,22¢ 25,24’
649,28 617,26t
792,10¢ 810,38
83,65¢ 83,65¢
52,85( 52,85(
16,40¢ 13,16¢
93,96 81,20:
$168827 $ 1,658,552
$ 299,68 $ 437,91
25,44¢ 24,78
466,33: 412,37(
33,59 -
825,06( 875,06!
1,281,74. 1,068,24
82,88¢ 76,58(
38,06( 27,70¢
2,227,74: 2,047,59!
1,464 1,43¢
3,571,67. 3,443,21.
(4,112,61) (3,833,72)
(539,470 (389,07))
$168827 $ 1,658,552




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

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

Balances, December 31, 20 1,434,635,50 $ 1,43t $3,443,21. $(3,833,72() $(389,07)
Net loss - - - (278,89, (278,89)
Issuance of common stock

employees and employee benefit plans 3,745,97! 4 14,21¢ - 14,22:
Issuance of common stock

third parties 22,058,82 22 82,91¢ - 82,94
Compensation in connection with t

issuance of stock-based awards - - 27,64 - 27,64:
Exercise of options, $2.81 to $4.16 per st 556,23t 1 75€ - 757
Exercise of warrants, $2.392 per sh 705,97¢ 1 (0] - -
Exchange of 3 1/2 % Convertible Notes (

2008, including accrued interest 2,107,24! 1 2,921 - 2,92:
Exchange of 2 1/2 % Convertible Notes (

2009, including accrued interest 45% - 2 - 2
Ba|ancesl June 301 20 1,463,810,21 $ 1,461 $3,571,67 $(4,112,61) $(539,470

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

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities:
Depreciation
Non-cash interest expense
Provision for doubtful accounts
Non-cash equity in loss of affiliate
Loss on disposal of assets
Impairment loss
Stock-based compensation
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Receivables from distributors
Prepaid expenses and other current assets
Other long-term assets
Accounts payable and accrued expenses
Accrued interest
Deferred revenue
Other long-term liabilities
Net cash used in operating activities
Cash flows from investing activities:
Additions to property and equipment
Sales of property and equipment
Purchases of restricted and other investments
Purchases of available-for-sale securities
Sales of available-for-sale securities
Net cash (used in) provided by investing activities
Cash flows from financing activities:
Long term borrowings, net of related costs
Proceeds from exercise of stock options
Net cash provided by financing activities
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at the beginning ofg
Cash and cash equivalents at the end of pr

For the Six Months
Ended June 30

2007 2006
$ (27889) $ (696,37)
53,07( 50,67
1,55¢ 1,541
4,35¢ 3,78(
: 4,44¢
10€ 541
: 10,917
41,27 351,87
1,11C 1,331
(5,390) 8,98¢
(7,435) (10,859
(13,51%) (5,829)
9,57¢ (29,659
(14,779 (25,08%)
(51,117) (15,986
702 1,16(
60,26¢ 73,84’
9,24¢ 8,59t
(189,84 (266,08)
(36,589 (27,780
97 122
(310 (4,907)
: (108,500
10,84¢ 177,12
(25,95¢) 36,06
245,19 -
1,93¢ 2,07¢
247,13 2,07¢
31,32¢ (227,042
393,42: 762,00
$ 42474 $ 534,96




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands) (Unaudited)

For the Six Months
Ended June 30

2007 2006
Supplemental Disclosure of Cash and -Cash Flow Informatiol
Cash paid during the period f
Interest, net of amounts capitalized $ 28,89: $ 31,47(
Income taxes 12¢ 474
Non-cash operating activities:
Common stock issued in satisfaction of accrued ersation 7,94¢ 7,245
Non-cash investing and financing activities:
Common stock issued in exchange of 3¥2% Convermiokes due 2008,
including accrued interest 2,922 502
Common stock issued in exchange of 2¥2% Convemiokes due 2009,
including accrued interest 2 =
Common stock issued to third parties 82,94 224,95;

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

1. Business

We are a satellite radio provider in thated States. We currently broadcast over 13dioéis of programming to listeners across the
country. We offer 69 channels of 100% commerciakfmusic and feature 65 channels of sports, nalks entertainment, traffic and weather
for a monthly subscription fee of $12.95.

We broadcast through our proprietarglite radio system, which currently consists akthorbiting satellites, 124 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 eegainobile audio dealers and through our webSitbescribers can also receive our music
channels and certain other channels over the kettefs of June 30, 2007, we had 7,142,538 subsstibe

In 2005, SIRIUS Canada Inc., a Canad@poration owned by us, Canadian Broadcasting @atjpn and Standard Radio Inc.,
received a license from the Canadian Radio-telewiand Telecommunications Commission to offer alks&t radio service in Canada.
SIRIUS Canada offers 110 channels of commeffogad-music and news, sports, talk and entertaingramming, including 11 channels
Canadian content. Subscribers to the SIRIUS Casanléce are not included in our subscriber count.

On February 19, 2007, we and XM Radincamced a definitive agreement, under which we gaithbine in a tax-free, all-stock
merger of equals. Under the terms of the agreemxéhtRadio stockholders will receive 4.6 shares @f common stock for each share of ;
Radio they own. XM Radio and our stockholders wéth own approximately 50% of the combined comp@hg.transaction is subject to
approval by our stockholders and XM Radio’s stod#tbrs, the satisfaction of customary closing cdaod& and regulatory review and
approvals, including antitrust agencies and theeFlddCommunications Commission (“FCC”). We and XMedid expect the transaction to be
completed by the end of the year.

2. Principles of Consolidation and Basis of Preseation

The accompanying unaudited consolidfitexhcial statements of Sirius Satellite Radio laed subsidiaries have been prepared in
accordance with U.S. generally accepted accoumptimgiples and the instructions to Form 10-Q antiche 10 of Regulation S-X for interim
financial reporting. Accordingly, they do not indeiall of the information and footnotes required.b$. generally accepted accounting
principles for complete financial statements. Aliercompany transactions have been eliminatednealmation.

In presenting unaudited consolidatedririal statements, management makes estimatessaimahgtions that affect the amounts
reported and related disclosures. Estimates, hyraéure, are based on judgment and availablenmdtion. Actual results could differ from
those estimates. In the opinion of managementaaithal recurring adjustments necessary for a faisgntation of the consolidated financial
statements as of June 30, 2007 and for the thésiamonths ended June 30, 2007 and 2006 haverbeerded. The results of operations
for the three and six months ended June 30, 2@9Aatrnecessarily indicative of the results thay fa expected for the full year. Our
unaudited consolidated financial statements shbelltead together with our consolidated financiaeshents and footnotes contained in our
Annual Report on Form 10-K for the year ended Ddwemn31, 2006.

3. Summary of Significant Accounting Policies
Revenue Recognition

Revenue from subscribers consists ofatjition fees; revenue derived from our agreemattt Hertz; non-refundable activation fees;
and the effects of mail-in rebates.




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S - Continued
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

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

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

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

As required by Emerging Issues Task E¢tEITF”) No. 01-09, “Accounting for Consideratidggiven by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products)y’estimate of mail-in rebates that are paid byitectly to subscribers is recorded as a
reduction to revenue in the period the subscribBvates our service. For certain mail-in reba@mmotions, a subscriber must remain active
for a specified period of time to be consideredible. In those instances, such estimate is redoadea reduction to revenue over the required
activation period. We estimate the effects of nrailebates based on actual take-rates for rebedmiives offered in prior periods, adjusted as
deemed necessary based on take-rate data avaitahketime. In subsequent periods, estimatesdjustad when necessary.

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

Equipment revenue from the direct salSIRIUS radios and accessories is recognized spgment. Shipping and handling costs
billed to customers are recorded as revenue. Stgmmd handling costs associated with shipping goodustomers are recorded to cost of
equipment.

EITF No. 00-21, “Accounting for Revenigangements with Multiple Deliverables,” providgsidance on how and when to
recognize revenues for arrangements that may ievible delivery or performance of multiple produsesyices and/or rights to use assets.
Revenue arrangements with multiple deliverablesegeired to be divided into separate units of aotiog if the deliverables in the
arrangement meet certain criteria. Arrangementideration must be allocated among the separate ahdccounting based on their relative
fair values.

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

Stock-Based Compensation

Effective January 1, 2006, we adoptedpiovisions of SFAS No. 123 (revised 2004), “Skaased Payment” (“SFAS No. 123R"),
using the modified prospective transition methdde Ftock-based compensation cost recognized begidanuary 1, 2006 includes
compensation cost for all stock-based awards giante




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S - Continued
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

employees and members of our board of directogxi@y to, but not vested as of, January 1, 20G&btan the grant date fair value originally
estimated in accordance with the provisions of SIN&S123, “Accounting for Stock-Based Compensatiand (ii) subsequent to December
31, 2005 based on the grant date fair value estunataccordance with the provisions of SFAS N@&R.2

Compensation cost under SFAS No. 123Rdegnized ratably using the straight-line attifiu method over the expected vesting
period.

SFAS No. 123R requires forfeitures taebmated on the grant date and revised in sulesegeriods if actual forfeitures differ from
those estimates. Prior to the adoption of SFASIZEGR we accounted for forfeitures as they occurkesdof January 1, 2006, the cumulative
effect of adopting the estimated forfeiture methad not significant.

Pursuant to SFAS No. 123R, we recogn#Es840 and $32,775, and $18,321 and $40,27 lropensation cost for stock-based
awards granted to employees and members of oud lbakirectors for the three and six months endetk B0, 2007 and 2006, respectively.
Total unrecognized compensation related to unvestesk-based awards granted to employees and membeur board of directors at June
30, 2007, net of estimated forfeitures, is $104,886 is expected to be recognized over a weightedage period of three years.

Effective January 1, 2006, we accounsfock-based awards granted to non-employees; tithe non-employee members of our
board of directors, at fair value in accordancén@FAS No. 123R and SEC guidance contained in 8tafbunting Bulletin (“SAB”) No.
107. The fair value of equity instruments grantedan-employees is measured in accordance with EIG.6-18, “Accounting for Equity
Instruments That are Issued to Other Than Emplofgrescquiring, or in Conjunction with Selling, Gde or Services.” The final
measurement date of equity instruments with perémee criteria is the date that each performancerdbment for such equity instrument is
satisfied or there is a significant disincentiverion-performance.

Stock-based awards granted to employeesemployees and members of our board of diregfenerally include warrants, stock
options, restricted stock and restricted stocksunit

We estimate the fair value of stock-lba@ards using the Black-Scholes option valuatiadeh (“Black-Scholes”). Blaclscholes wa
developed to estimate the fair market value ofadadptions, which have no vesting restrictions aredfully transferable. Option valuation
models require the input of highly subjective asgtioms. Because our stock-based awards have chastics significantly different from
those of traded options and because changes gubjective assumptions can materially affect tirenfearket value estimate, existing option
valuation models do not necessarily provide a lbédigingle measure of the fair value of our stoakdal awards.

Fair value determined using Black-Schalaries based on assumptions used for the expldeteekpected stock price volatility and
risk-free interest rates. For stock-based awaralstgd prior to 2006, we used historical volatitfyour stock over a period equal to the
expected life of such awards to estimate theinfaiue. We estimated the fair value of awards g@since January 1, 2006 using the implied
volatility of actively traded options on our stodke believe that implied volatility is more repratstive of future stock price trends than
historical volatility. The expected life assumpti@presents the weighted-average period stock-lmsedis are expected to remain
outstanding. These expected life assumptions aableshed through a review of historical exercisbdwior of stock-based award grants with
similar vesting periods. Where historical pattedosot exist contractual terms are used. Thefrisk-interest rate represents the daily trea
yield curve rate at the reporting date based ortlteng market bid yields on actively traded UrBasury securities in the o-the-counter
market for the expected term. Our assumptions rhapge in future periods.

The following table summarizes the wédghaverage assumptions used to compute repodektisased compensation to employees
and members of our board of directors for the mriget forth below:

8




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S - Continued
(Dollar amounts in thousands, unless otherwise stad)

(Unaudited)
For the Three Months For the Six Months
Ended June 30 Ended June 30

2007 2006 2007 2006
Risk-free interest rat 4.7% 5.0% 4.8% 4.1%
Expected life of option- years 4.45 4.45 4.45 4.45
Expected stock price volatilil 60% 60% 60% 60%
Expected dividend yiel N/A N/A N/A N/A

The following table summarizes the ranfjassumptions used to compute reported stocksbammpensation to third parties, other
than non-employee members of our board of directorghe periods set forth below:

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2007 2006 2007 2006
Risk-free interest rat 4.5-5.0% 49-5.2% 4.5-5.0% 4.3-5.2%
Expected life of option- years 2.50-8.91 1.67-10.00 2.50- 8.91 1.67-10.00
Expected stock price volatilil 60 % 60 % 60 % 60 %
Expected dividend yiel N/A N/A N/A N/A

SFAS No. 123R changes the presentafiopatized excess tax benefits associated witledaecise of stock options in the statements
of cash flows. Excess tax benefits are realizedémefits from tax deductions for the exercisetols options in excess of the deferred tax
asset attributable to stock-based compensatiomegger such options. Prior to the adoption of SRS 123R, such realized tax benefits
were required to be presented as operating casis.flBFAS No. 123R requires such realized tax benfibe presented as part of cash flows
from financing activities. No income tax benefitsvi been realized from stock option exercises dutie three and six months ended June
30, 2007 and 2006 because a valuation allowancenaasained for all net deferred tax assets.

Subscriber Acquisition Costs

Subscriber acquisition costs includedtare subsidies paid to radio manufacturers, bigiors and automakers, including subsidies
paid to automakers who include a SIRIUS radio apdepaid subscription to our service in the salkease price of a new vehicle; subsidies
paid for chip sets and certain other componentd usmanufacturing radios; device royalties fortaigr SIRIUS radios; commissions paid to
retailers and automakers as incentives to purchaste)l and activate SIRIUS radios; product watyasbligations; provisions for inventory
allowance; and compensation costs associated toith-based awards granted in connection with aedastribution agreements. The
majority of subscriber acquisition costs are inedrin advance of acquiring a subscriber. Subscebaguisition costs do not include
advertising, loyalty payments to distributors aedlérs of SIRIUS radios and revenue share payneaistomakers and retailers of SIRIUS
radios. Subscriber acquisition costs also do rduide amounts capitalized in connection with oueagent with Hertz, as we retain
ownership of certain SIRIUS radios used by Hertz.

Subsidies paid to radio manufacturesatomakers are expensed upon shipment or ingiall&ommissions paid to retailers and
automakers are expensed either upon activatioalers$ the SIRIUS radio. Chip sets that are shigpe@ddio manufacturers and held on
consignment are recorded as inventory and expasssdbscriber 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.

We record product warranty obligatiomsaccordance with Financial Accounting StandardarBanterpretation (“FIN”) No. 45,
“Guarantor’'s Accounting and Disclosure RequireménitsGuarantees, Including Indirect Guaranteesidébtedness of Others, an
interpretation of FASB Statements No. 5, 57, and 48d rescission of FASB Interpretation No. 34 NMo. 45 requires a guarantor to
recognize, at the inception of a guarantee, alifiptior the fair value of the obligation undertakby issuing the guarantee. We warrant that
certain products sold through our retail and diteatonsumer distribution channels will performaihmaterial respects in accordance with
specifications in effect at the time of the purehabthe products by the customer. We provide and®th warranty on our products from
purchase date for repair or replacement of compsrard/or products that contain defects of materialorkmanship. Customers may
exchange products directly to the retailer withihdays of purchase. We record a liability for atinegte of costs that we expect to incur ur
our warranty when the




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S - Continued
(Dollar amounts in thousands, unless otherwise stad)
(Unaudited)

product is shipped from the manufacturer. Factffecting our warranty liability include the numbefr units sold and historical and
anticipated rates of claims and costs per claim p@tedically assess the adequacy of our warraaltylity based on changes in these factors.

The following table reconciles the bewitg and ending aggregate product warranty liahilit

Balance, December 31, 20 $ 5,041
Accrual for warranties issued during the pel 1,077
Settlements during the perir (2,990
Balance, June 30, 20! $ 3,12¢

Research and Development Costs

Research and development costs are sgdess incurred. Research and development codtseftiiree months ended June 30, 2007
and 2006 were $10,482 and $9,428, respectively$anb32 and $23,856 for the six months ended 30n2007 and 2006, respectively.
These costs are included in engineering, desigrdamdlopment expenses in our accompanying unauclitesblidated statements of
operations.

Income Taxes

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

Net (Loss) Income Per Share

We compute net (loss) income per shasxcordance with SFAS No. 128, “Earnings Per ShBasic 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. idomstock equivalents of
approximately 164,000,000 and 166,000,000 for tineet and six months ended June 30, 2007, respigctaved 190,000,000 and 200,000,000
for the three and six months ended June 30, 2@8p¢ctively, were not considered in the calculadibdiluted net loss per share as the effect
would have been anti-dilutive.

Inventory

Inventory consists of finished goods, chip sets @ther raw material components used in manufaguadios. Included in our finish
goods inventory are certain new products not shiggeour distributor to its customers within 90 dajf receipt of goods. Such products are
subsequently repurchased by our distributor upoeipe of a customer order.

Inventory is stated at the lower of ¢cdstermined on a first-in, first-out basis, or ker We record an estimated adjustment for
inventory that is considered slow moving and oltsode whose carrying value is in excess of neizable value. The provision related to
product purchased for our direct to consumer distion channel is recorded to cost of equipmemtununaudited consolidated statements of
operations. The remaining provision is recordesuoscriber acquisition costs in our unaudited clidai®d statements of operations.
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Inventory, net consists of the following
June 30, December 31
2007 2006
Raw materials $ 12,77 $ 16,45¢
Finished good 29,16¢ 18,04
Total inventory $ 41,93 $ 34,50:
Investments
Our investments consist of the followir
June 30 December 31
2007 2006
Marketable securitie $ 4,654 $ 15,50(
Restricted investmen 78,16( 77,85(
Investment, stated at cc 5,00( 5,00(
Total investment $ 8781+ $ 98,35(

Marketable Securities

We account for marketable securitieadoordance with the provisions of SFAS No. 115,¢éunting for Certain Investments in Debt
and Equity Securities.” Marketable securities csinsf certificates of deposit and auction rate s&es. As of June 30, 2007 and December
31, 2006, certificates of deposit were $4,654 ah@90, respectively, and auction rate securitieew® and $10,850, respectively. The basic
objectives of our investment policy are the preaton of capital, maintaining sufficient liquiditp meet operating requirements and
maximizing yield. We classify our marketable setiesi as available-for-sale securities. Availabledale securities are carried at fair market
value. Unrealized gains and losses are includegdéamulated other comprehensive (loss) incomesaparate component of stockholders’
equity. Realized gains and losses, dividends ateddst income, including amortization of the premiand discount arising at purchase, are
included in interest and investment income. Theifipedentification method is used to determine ttost of all securities and the basis by
which amounts are reclassified from accumulatedprehensive (loss) income into earnings. While theéeulying securities of auction rate
securities have contractual maturities of more @wyears, the interest rates on such securitges e intervals of 28 or 35 days. Auction rate
securities are priced and trade as short-term imargts because of such interest rate reset feature.

We received proceeds from the sale duritg of marketable securities of $10,846, and&125 for the six months ended June 30,
2007 and 2006, respectively. There were no unesliwlding gains or losses on marketable secuatiesf June 30, 2007 and December 31,
2006.

Restricted Investments

As of June 30, 2007 and December 316 26l0ort-term restricted investments of $25,310%2& 000, respectively, primarily included
certificates of deposit placed in escrow for thaddi of a third party pursuant to a programmingeaggnent.

As of June 30, 2007 and December 316 2@Big-term restricted investments of $52,850 prify included certificates of deposit and
money market funds deposited in escrow for the fitesfethird parties pursuant to programming agreais and certificates of deposit placed
in escrow to secure our reimbursement obligatioweuletters of credit issued for the benefit sblars of office space.

Investment, stated at cost

In September 2006, we invested in altparty for strategic purposes. We account forithiestment under the cost method. The
carrying value of our investment was $5,000 at Bhe2007 and December 31, 2006 and is includethier long-term assets in our
accompanying unaudited consolidated balance sheet.
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Equity Method Investment

We have a 49.9% economic interest in SIRIUS Can@dainvestment in SIRIUS Canada is recorded uirgequity method since \
have significant influence, but less than a cofitrglvoting interest. Under this method, our invesht in SIRIUS Canada, originally recorc
at cost, is adjusted to recognize our share oéaetings or losses as they occur rather than &edids or other distributions are received,
limited to the extent of our investment in, advanteand commitments to fund SIRIUS Canada. Ouresbinet earnings or losses of SIRI
Canada is recorded to equity in net loss of afélia our accompanying unaudited consolidated istanés of operations. We recorded $0 for
both the three months ended June 30, 2007 and 200650 and $4,445 for the six months ended Jun28Y and 2006, respectively, for
share of SIRIUS Canada’s net loss.

Merger Costs

We have incurred approximately $19,00€irect costs for the six months ended June 307 20 connection with our pending merger
with XM Radio. In accordance with SFAS No. 141, $hess Combinations,” which specifies that the obsin entity acquired in a business
combination include the direct costs of the busiresmbination, we have capitalized and includedh asts in other long-term assets in our
accompanying unaudited consolidated balance sheet.

Reclassifications

Certain amounts in the prior period wited consolidated financial statements have beelassified to conform to the current period
presentation. Specifically, during the first qua&2007, we reclassified both broadcast and wehsting royalties from programming and
content expenses; revenue share from programmuhga@mtent expenses and sales and marketing expemseesiduals from sales and
marketing expenses to a separate line item, revetmare and royalties. In addition, we reclassifiad debt expense from general and
administrative expenses to customer service atiddgxpenses.

Recent Accounting Pronouncements

In September 2006, the FASB issued SNAS157, “Fair Value Measurements,” which definais ¥alue, establishes a framework for
measuring fair value and expands the related disoborequirements. SFAS No. 157 is effective fecdl years beginning after November 15,
2007 and for interim periods within those years. &k currently evaluating the impact of the adaptibany, that SFAS No. 157 will have
our consolidated results of operations and findmpmaition.

In September 2006, the FASB issued BNIBF06-01, “Accounting for Consideration Given b$earvice Provider to Manufacturers or
Resellers of Equipment Necessary for an End-CugttoriReceive Service from the Service Provider.2 ®iITF concluded that if
consideration given by a service provider to adtpiarty manufacturer or reseller that is not theise provider's customer can be linked
contractually to the benefit received by the seroovider’'s customer, a service provider shoutmbant for the consideration in accordance
with EITF No. 01-09, “Accounting for Considerati@iven by a Vendor to a Customer.” EITF No. 06-Ogffective for annual reporting
periods beginning after June 15, 2007. We are otlyrevaluating the effects that EITF No. 06-01l\wéve on our consolidated results of
operations and financial position.

In February 2007, the FASB issued SFAS M9, “The Fair Value Option for Financial Assatgl Financial Liabilities,” which
permits entities to choose to measure many finaimg&ruments and certain other items at fair valilee objective of SFAS No. 159 is to
provide entities a method to mitigate volatilityreporting earnings caused by measuring relateztsaaad liabilities differently without
having to apply complex hedge accounting provisi@BAS No. 159 is effective for annual reportingipgs beginning after November 15,
2007. We are currently evaluating the effects 8fAS No. 159 will have on our consolidated resoltsperations and financial position.

4. Subscriber Revenue

Subscriber revenue consists of subsorifgees, revenue derived from our agreement wih3 nonrefundable activation fees and
effects of mail-in rebates. Revenues received faomomakers for prepaid subscriptions included énsile or lease price of a new vehicle are
also included in subscriber revenue over the semériod upon activation and sale to the customer.
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Subscriber revenue consists of the falg:
For the Three Months For the Six Months
Ended June 30, Ended June 30,
2007 2006 2007 2006
Subscription fee $ 205,48t $ 136,02! $ 395,45! $ 254,01t
Activation fees 4,84¢ 3,647 10,16¢ 7,371
Effect of mai-in rebates (700) (2,03)) (5,197) (8,56%)
Total subscriber revenue $ 209,63! $ 137,64. $ 400,43, $ 252,82.

5. Interest Costs

We capitalize a portion of the interestfunds borrowed to finance the construction auh¢h of our fifth satellite. The following is a
summary of our interest cost:

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2007 2006 2007 2006
Interest costs charged to expe $ 15,75 $ 15,66( $ 30,94: $ 32,78¢
Interest costs capitaliz¢ 1,794 1,39¢ 3,60¢ 1,39¢
Total interest costs incurred $ 17,54 $ 17,05¢ $ 34,55( $ 34,18:

6. Related Party Transactions

In 2005, we entered into a license ardises agreement with SIRIUS Canada. Pursuantdio agreement, we are reimbursed for
certain costs incurred by us to provide SIRIUS @argervice, including certain costs we incur far pinoduction and distribution of radios as
well as information technology support costs. Insideration for the rights granted pursuant to libense and services agreement, SIRIUS
Canada pays us a royalty based on a percentatgeasfriual gross revenues. Additionally, the infil@dncing we provided to SIRIUS Canada
is by way of subscription to non-voting shares wtgarry an 8% cumulative dividend.

Total costs reimbursed by SIRIUS Carfadéhe three months ended June 30, 2007 and 2@06 $723 and $1,521, respectively, and
$2,600 and $4,087 for the six months ended Jun2Q¥, and 2006, respectively. We recorded $643208 in royalty income for the three
months ended June 30, 2007 and 2006, respectamdy$1,159 and $306 for the six months ended Jon20®7 and 2006, respectively. Such
royalty income was recorded to other income inamgompanying unaudited consolidated statementparbitions. We also recorded dividt
income of $216 and $0 for the three months ended 30, 2007 and 2006, respectively, and $422 aridrie six months ended June 30,
2007 and 2006, respectively, which was includedterest and investment income in our accompanyimaudited consolidated statements of
operations.

Amounts due from SIRIUS Canada at Juhe2807 were $3,817, of which $581 and $3,236rmkded in other current assets and
other long-term assets, respectively, on our acemyipg unaudited consolidated balance sheets. Atmalue from SIRIUS Canada at
December 31, 2006 were $4,157, of which $2,502%n655 are included in other current assets argt ddhg-term assets, respectively, on
our accompanying consolidated balance sheets. Atmgayable to SIRIUS Canada at June 30, 2007 andrbger 31,2006 to fund its
remaining capital requirements were $1,148 andretaded in accounts payable and accrued expengas iaccompanying unaudited
consolidated balance sheets.
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7. Debt
Debt consists of the following:
Conversion
Price As of
(per share) June 30, 2007 December 31, 200
Senior Secured Term Lo: N/A $ 250,000 $ -
95/8% Senior Notes due 2013 N/A 500,00( 500,00(
3v¥& Convertible Notes due 20: $ 5.3(C 230,00( 230,00(
2% Convertible Notes due 20( 4.4] 299,99¢ 300,00(
3¥2% Convertible Notes due 20( 1.3¢ 33,597 36,50¢
8%.% Convertible Subordinated Notes due 2! 28.462! 1,744 1,744
1,315,33! 1,068,24!
Less current maturities 33,591 -
Total long-term debt $1281,74 $ 1,068,24

Senior Secured Term Loan

In June 2007, we entered into a TerndiCgreement with a syndicate of financial indtibms. The Credit Agreement provides for a
term loan of $250,000, which has been drawn. Istareder the Credit Agreement is based, at ouonptin (i) adjusted LIBOR plus 2.25%
or (ii) the higher of (a) the prime rate and (9 frederal Funds Effective Rate plus %2 of 1.00%s fl@5% . LIBOR borrowings may be made
for interest periods, at our option, of one, twoee or six months (or, if agreed by all of theders, nine or twelve months). The loan
amortizes in equal quarterly installments of 0.2&0Rhe initial aggregate principal amount for tivstffour and a half years, with the balance
of the loan thereafter being repaid in four equadrterly installments. The loan matures on Decer@beR012.

The loan is guaranteed by our wholly edisubsidiary, Satellite CD Radio, Inc. (the “Guriod”). The Credit Agreement is secured by
a lien on substantially all of our and the Guaréstassets, including our four satellites and tharss of the Guarantor.

The Credit Agreement contains custonadiiymative covenants and event of default provisiol he negative covenants contained in
the Credit Agreement are substantially similattose contained in the indenture governing ous % Senior Notes due 2013.

95/8% Senior Notes due 2013

In August 2005, we issued $500,000 igragate principal amount of ouf® % Senior Notes due 2013 resulting in net proceéds o
$493,005. Our 9/8% Senior Notes due 2013 mature on August 1, 208i3raarest is payable semi-annually on FebruargdLAugust 1 of
each year. The obligations under oir€ Senior Notes due 2013 are not secured by anyradssets.

3Y4% Convertible Notes due 2011

In October 2004, we issued $230,00Qgregate principal amount of our 3¥@6nvertible Notes due 2011 resulting in net proses
$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¥.% Convertible Notes duel2fxe not secured by any of our assets.

2¥2% Convertible Notes due 2009

In February 2004, we issued $250,008ggregate principal amount of our 2%2% Convertibi¢eld due 2009 resulting in net proceeds
of $244,625. In March 2004, we issued an additi®38,000 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% Coniertlotes 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 doyrassets



During the six months ended June 3072806Iders of $2 in aggregate principal amountwf2}4% Convertible Notes due 2009
presented such notes for conversion in accordaitbelve terms of the indenture. We issued 453 shaf@ur common stock upon convers
of these notes.
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3%% Convertible Notes due 2008

In May 2003, we issued $201,250 in aggte principal amount of our 3%2% Convertible Nates 2008 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, stiijezertain adjustments. Our 3%2%
Convertible Notes due 2008 mature on June 1, 2668rderest is payable semi-annually on June 10mwkmber 1 of each year. The
obligations under our 3%2% Convertible Notes dueB2&@ not secured by any of our assets.

During the six months ended June 307280Iders of $2,908 in aggregate principal amadimiur 3%2% Convertible Notes due 2008
presented such notes for conversion in accordaitbehe terms of the indenture. We issued 2,107 shes of our common stock upon
conversion of these notes. During the six montliedrune 30, 2006, holders of $508 in aggregateipel amount of our 3%2% Convertible
Notes due 2008 presented such notes for conversaccordance with the terms of the indenture. ¥¢aed 368,115 shares of our comr
stock upon conversion of these notes.

Space Systems/Loral Credit Agreement

In June 2006, we entered into a Credite@ment with Space Systems/Loral (the “Loral GrAdreement”). Under the Loral Credit
Agreement, Space Systems/Loral has agreed to maks to us in an aggregate principal amount 0bu§100,000 to finance the purchase of
our fifth satellite. Loans made under the Loraldirédgreement will be secured by our rights under $atellite Purchase Agreement with
Space Systems/Loral, including our rights to thiekite. The loans are also entitled to the beésefi a subsidiary guarantee from Satellite
Radio, Inc., our subsidiary that holds our FCCrixe, and any future material subsidiary that mafplbmaed by us. The maturity date of the
loans is the earliest to occur of (i) April 6, 2009 90 days after this satellite becomes avadddbr shipment and (iii) 30 days prior to the
scheduled launch of this satellite. Any loans mawiger the Loral Credit Agreement generally will bederest at a variable rate equal to
three-month LIBOR plus 4.75%. The daily unused hedabears interest at a rate per annum equal 84).payable quarterly on the last day
of each March, June, September and December. Tita¢ Ceedit Agreement permits us to prepay all pogion of the loans outstanding
without penalty. We have not borrowed under thisdiirAgreement as of June 30, 2007.

Covenants and Restrictions

Our $/8% Senior Notes due 2013, our Loral Credit Agreenasiot our Senior Secured Term Loan require us tqpgomith certain
covenants that restrict our ability to, among otthérgs, (i) incur additional indebtedness, (ii¢um liens, (iii) pay dividends or make certain
other restricted payments, investments or acqoisti(iv) enter into certain transactions withleffes, (v) merge or consolidate with another
person, (vi) sell, assign, lease or otherwise dispad all or substantially all of our assets, anij (nake voluntary prepayments of certain d
in each case subject to exceptions as providdiki®/e % Senior Notes due 2013 indenture, the Loral Crsgieements and the credit
agreement governing our Senior Secured Term Ldave fail to comply with these covenants, ol/®% Senior Notes due 2013, our Senior
Secured Term Loan and any loans outstanding uhddrdral Credit Agreement could become immediapalyable and the Loral Credit
Agreement could be terminated. At June 30, 200Avese in compliance with all such covenants.

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

We are authorized to issue 2,500,0008b@0es of our common stock as of June 30, 2009f 8sne 30, 2007, approximately
385,036,000 shares of our common stock were reddovéssuance in connection with outstanding cotivie debt, warrants, incentive stock
plans and common stock to be granted to third gmrtpon satisfaction of performance targets. Dutiegsix months ended June 30, 2007,
employees exercised 556,236 stock options at eseeprices ranging from $2.81 to $4.16 per shaseilting in proceeds to us of $757. We
also collected $1,175 in 2007 related to stockaspéixercises that occurred in 2006.

In January 2007, Howard Stern and he&nagere granted an aggregate of 22,058,824 shhoes common stock as a result of certain
performance targets that were satisfied on Dece®he2006. We recognized expense associated vatetshares of $0 and $41,250 during
the six months ended June 30, 2007 and 2006, riasggc
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In January 2006, Howard Stern and he&nagere granted an aggregate of 34,375,000 shhoes common stock as a result of certain
performance targets that were satisfied in Jan2@@p. We recognized expense associated with tiesessof $224,813 during the six
months ended June 30, 2006.

In January 2004, we signed a seven-ggaement with the NFL. We delivered to the NFL1¥8,070 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$249 during each of the three months ended 30n2007 and 2006, and $1,860 dul
each of the six months ended June 30, 2007 and ZifGGe remaining $23,117 in common stock valieg8%$2 and $17,265 are included in
other current assets and other long-term asssgsectvely, on our accompanying unaudited constitlhalance sheets as of June 30, 2007.

Warrants

We have issued warrants to purchasesstadirour common stock in connection with distribiitand programming agreements and
certain debt issuances. As of June 30, 2007, wartaracquire 88,717,626 shares of our common stéibkan average exercise price of
$3.34 were outstanding. These warrants vest owver ¢ir upon the achievement of milestones and empivarious times through June 2014.
For the three months ended June 30, 2007 and @06 cognized expense of $750 and $26,599, resphctand $5,949 and $40,970 for -
six months ended June 30, 2007 and 2006, resplgtiveonnection with these warrants.

9. Benefit Plans
Stock-Based Awards

In January 2003, our board of directmtepted the Sirius Satellite Radio 2003 Long-TetatiSIncentive 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 pro¥atd@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-basedrds are set forth in the agreements with theviddals receiving the awards. Stock-based
awards granted under the 2003 Plan are generdljgauo a vesting requirement that includes onallaf the following: (1) over time,
generally three to five years from the date of gré) on a specific date in future periods, witlt@leration to earlier periods if performance
criteria are satisfied; or (3) as certain perforgeatargets set at the time of grant are achieviedk$ased awards generally expire ten years
from the date of grant. Each restricted stock entitles the holder to receive one share of ourmomstock upon vesting.

As of June 30, 2007, approximately 88,860 stock options, shares of restricted stockrastlicted stock units were outstanding. As
of June 30, 2007, approximately 72,996,000 sharesrocommon stock were available for grant untier2003 Plan.
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The following table summarizes stocki@pctivity under our stock incentive plans foe gix months ended June 30, 2007 (shares in
thousands):

Weighted
Weighted Average
Average Remaining
Exercise Contractual Intrinsic
Shares Price Life (Years) Value
Outstanding at December 31, 2( 71,79¢ $ 5.5€
Granted 11,97¢ 3.5¢
Exercisec (55€) 1.3¢€
Cancelled or expire (602 4.4¢
Outstanding at June 30, 20 __ 82,61 5.31 692 $ 14,40
Exercisable at June 30, 20 4419 6.0C 58/ % 13,31«

The weighted average grant date faweaf options granted during the six months endeg B0, 2007 and 2006 was $1.89 and $3.22
respectively. The total intrinsic value of stockiops exercised during the six months ended Jun2@17 and 2006 was $1,136 and $6,841,
respectively.

We recognized stock-compensation expasseciated with stock options of $10,596 and $8Bifar the three months ended June 30,
2007 and 2006, respectively, and $21,290 and $27atCthe six months ended June 30, 2007 and 2@8fectively.

The following table summarizes the n@sted restricted stock unit activity under our ktimcentive plans for the six months ended
June 30, 2007 (shares in thousands):

Weighted

Average

Grant Date

Shares Fair Value

Outstanding at December 31, 2( 4,08¢ $ 4.64
Granted 2,18¢ 3.5¢
Exercisec (2,275 4.92
Cancelled or expire (49 1.9¢
Outstanding at June 30, 20 _ 3,95 3.9

The weighted average grant date fainealf restricted stock units granted during thensonths ended June 30, 2007 and 2006 was
$3.58 and $4.68, respectively. The total intringitue of restricted stock units that vested dutirgsix months ended June 30, 2007 and 200¢
was $7,764 and $97,423, respectively.

We recognized stock compensation expense assowiitedcestricted stock units and shares of regdatock of $2,519 and $3,260
the three months ended June 30, 2007 and 200&atesgly, and $6,217 and $10,177 for the six moetied June 30, 2007 and 2006,
respectively.

For the three and six months ended 30n2007, we also recognized stock compensatioareseof $1,226 and $2,404 for restricted
stock units expected to be granted for service®paed in 2007. For the three and six months erddea 30, 2006, we recognized stock
compensation expense of $21,764 and $43,345, sggcfor restricted stock units and common stgcinted in 2006 for services
performed in 2006 or upon the satisfaction of 2p86ormance targets.

401(k) Savings Plan

We sponsor the Sirius Satellite Radid(#PSavings Plan (the “Plan”) for eligible empl@ge The Plan allows eligible employees to
voluntarily contribute from 1% to 50% of their pi@x salary subject to certain defined limits. Cathewe 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 331/3% for each year of
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employment and is fully vested after three yearsmployment. Expense resulting from our matchingtigoution to the Plan was $295 and
$338 for the three months ended June 30, 2007 @@l 2espectively, and $793 and $750 for the sirthended June 30, 2007 and 2006,
respectively.

We may also elect to contribute to thafipsharing portion of the Plan based upon thialtcompensation of all eligible participants.
These additional contributions, referred to asipsifaring contributions, are determined by the pensation committee of our board of
directors. Employees are only eligible to receiv&ip-sharing contributions during any year in whithey are employed on the last day of the
year. Profi-sharing contribution expense was $1,412 and $868& three months ended June 30, 2007 and 28§6ectively, and $2,763
and $2,259 for the six months ended June 30, 2002806, respectively.

10. Income Taxes

We recorded income tax expense of $565$%578 for the three months ended June 30, 2082@®6, respectively, and $1,110 and
$1,331 for the six months ended June 30, 2007 8068,2espectively. Such expense represents thgniiom of a deferred tax liability
related to the difference in accounting for our H@€nse, which is amortized over 15 years forgaxposes but not amortized for book
purposes.

We adopted the provisions of FIN No.o#8January 1, 2007. FIN No. 48 prescribes a retiogrnthreshold and measurement attributes
for financial statement recognition and measurernéattax position taken or expected to be takemtix return, as well as criteria on
derecognition, measurement, classification, inteaxgd penalties, accounting in interim periodscldisure and transition. The cumulative
effect of applying this interpretation did not résno any adjustment to retained earnings as ofidgnl, 2007.

We provide a valuation allowance foradlbur deferred tax assets. Accordingly, unrecogghifederal or state income tax positions
should not impact the face of our financial stateteebut instead would reduce the gross tax begétdid not have any unrecognized tax
benefits.

We have elected to record interest aatrelated to unrecognized tax benefits as intergstnse and penalties as operating expense.
As of June 30, 2007, we recorded no interest expenpenalties related to unrecognized tax benéfgof June 30, 2007, we are subject to
examination in the United States federal and vargiate tax jurisdictions for the 2003 to 2006ytears.

11. Commitments and Contingencies

The following table summarizes our extpdcontractual cash commitments as of June 3(;:200

Remaining
2007 2008 2009 2010 2011 Thereafter Total
Debt obligations $ - $ 33,597 $301,74. $ - $230,00( $750,00( $1,315,33
Cash interest paymer 42,54 83,40: 78,91¢ 74,66 74,62 115,80( 469,94¢
Lease obligation 4,92¢ 12,08¢ 12,28¢ 11,88" 11,08¢ 32,841 85,12:
Satellite and Transmissic 11,66+ 92,05! 20,36¢ 5,01( 4,72( 20,11% 153,93:
Programming and conte 64,43¢ 133,61 154,83: 151,79 41,70; 28,80¢ 575,19(
Customer service and billir 271 45 - - - - 31€
Marketing and distributiol 48,98: 33,42 22,80¢ 26,15 18,17: 5,50( 155,04(
Chip set development and product 4,96¢ - - - - - 4,96¢
Other 5,501 20,68 39 2 26,22

Total contractual cash commitments $183,28( $408,90: $590,99¢ $269,50¢ $380,30° $953,07( $2,786,07

Debt ObligationsDebt obligations include principal payments on outstanding debt.
Cash Interest PaymentSash interest payments include interest due omutstanding debt through maturity.
Lease ObligationsWe have entered into operating leases relatedrtstadios, office space, terrestrial repeaterseandpment.

Satellite and TransmissiodVe have entered into agreements with third pattiegperate and maintain our off-site satellitertedéry,
tracking and control facilities and certain compatiseof our terrestrial repeater netwc
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(Unaudited)

We have also entered into an agreement with Spgater8s/Loral to design and construct a new saeflibnstruction of this satellite is
expected to be completed in the fourth quartel0®B82 We plan to launch this satellite on a Protmrket under our contract with International
Launch Services.

Programming and Conten#Ve have entered into agreements with licensorsagframming and other content providers and, inagert
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 Billingve have entered into agreements with third partiggovide billing and subscriber management
services.

Marketing and DistributionWe have entered into various marketing, sponsomshipdistribution agreements to promote our bramt
are obligated to make payments to sponsors, retpdatomakers and radio manufacturers under tigreements. Certain programming and
content agreements also require us to purchasetaitvg on properties owned or controlled by tloefisors. We also reimburse automakers
for certain engineering and development costs #&ssacwith the incorporation of SIRIUS radios inehicles they manufacture. In addition,
in the event that certain new products are notpgdby our distributor to its customers within &8l of their receipt of goods, we have
agreed to purchase and take title to the product.

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

Other.We have entered into various agreements with frarties for general operating and strategic puiose

In addition to the contractual cash catnrants described above, we have entered into agmets with automakers, radio
manufacturers and others that include per-radiespbscriber, per-show and other variable cosngements. These future costs are
dependent upon many factors including our subscghmvth and are difficult to anticipate; howevllese costs may be substantial. We may
enter into additional programming, distribution,rkegting and other agreements that contain similavipions.

Under the terms of a joint developmegreament with XM Radio, the other holder of a F@@HBite radio license, each party is
obligated to fund one half of the development éost unified standard for satellite radios. Thstsaelated to the joint development
agreement are being expensed as incurred to emigigegesign and development expense in the accoymmpunaudited consolidated
statements of operations. We are currently unabietermine the expenditures necessary to comghisterocess, but we do not expect that
these expenditures will be material.

We are required under the terms of oedgreements to provide letters of credit and dipoonies in escrow, which place restrictions
on our cash and cash equivalents. As of June 3, @0d December 31, 2006, $78,160 and $77,85Ccteply, was classified as restricted
investments as a result of our reimbursement diidiga under these letters of credit and escrow siepo

As of June 30, 2007, we have not entaredany off-balance sheet arrangements or traiosec
Legal Proceedings

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

During our internal review, we deterndribat certain of our radios with FM transmittersresznot compliant with FCC rules. We have
taken a series of actions to correct the problem.
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In connection with our internal revieme discovered that certain SIRIUS personnel regdestanufacturers to produce SIRIUS radios
that were not consistent with the FCC'’s rules. Assult of this review, we are taking significategs to ensure that this situation does not
happen again, including the adoption of a compkaplan, approved by our board of directors, to enthat in the future our products com
with all applicable FCC rules.

The FCC's laboratory has tested a nurobeur products and found them to be complianhwliie FCC's rules. We believe our radios
that are currently in production comply with applite FCC's rules. No health or safety issues arelwed with these SIRIUS radios and
radios which are factory-installed in new vehices not affected.

We have retained an engineering compdiafficer to report to our Vice President of Imi@rAudit, who reports to our Audit
Committee.

In October 2006, we ceased operatingfdur terrestrial repeaters which we discoveretl ieen operating at variance to the
specifications and applied to the FCC for new atitynto resume operating these repeaters.

Copyright Royalty Board ProceedinyVe are a party to a proceeding before the CopyRpyalty Board of the Library of Congress to
establish the royalty rates and terms for the s@andrdings we use on our satellite radio senacdte period for 2007 through 2012 In June
2007, the hearing before the Copyright Royalty Baaymmenced, with both us and XM and SoundExchahgegrganization that collects
and distributes royalties for digital music sergi@n behalf of artists and music labels, presemiridence in support of their direct cases. In
July 2007, we, XM and SoundExchange filed our rgtheiases in this proceeding; and in August 2008 Gopyright Royalty Board will
convene a hearing to permit the parties to presdnittal evidence.

As part of this proceeding, we origingdipposed a royalty rate of 0.89% of our sateflitbscription revenue. We have filed an
amended rate proposal requesting the Copyright IRoBaard to establish a royalty rate for calengear 2007 of $1.20 for each performance
we make of a copyrighted sound recording. We hése @roposed that this royalty rate be adjusteth sabsequent year by a percentage
equal to the percentage change in aggregate sataliio subscribers during the preceding yearn8Bxchange has proposed a royalty rate
consisting of the greater of a specified percentdgevenue or a per-subscriber fee. The SoundEgehproposed fees would increase as our
number of subscribers increase, in seven stepstidratat the greater of 8% of total revenues d8%@er subscriber per month, if we have
fewer than 9 million subscribers, and end at theatgr of 23% of total revenue or $3.00 per subscler month, if we have more than 19
million subscribers. SoundExchange has also prah@sean alternative that it describes as lesepesf, a per-broadcast fee structure, which
it claims is calculated to reach similar fee levelge continue with our current level of music feemances.

The Copyright Royalty Board must sette that is calculated to achieve four statutoneotiyes:

* to maximize the availability of creative works teetpublic;

» to afford the copyright owner a fair return fas kereative work and the copyright user a fair meounder existing economic
conditions;

» to reflect the relative roles of the copyrightrmwv and the copyright user in the product madédaiai to the public with respect to
relative creative contribution, technological cdmttion, capital investment, cost, risk and conitibn to the opening of new
markets for creative expression and media for tt@inmunication; an

» to minimize any disruptive impact on the struetof the industries involved and on generally piegindustry practices.

We believe that the fee we proposed achieves tilgjsetives. We expect the Copyright Royalty Boardeinder a decision establishing a rate
for the sound recordings we use on our satelld@rservice by the end of 2007.

U.S. Electronics Arbitration U.S. Electronics Inc., a licensed distributor anfdrmer licensed manufacturer of SIRIUS radi@s h
commenced an arbitration proceeding against us.EleStronics alleges that we breached our contfaited to pay monies owed under the
contract; tortiously interfered with U.S. Electrosii relationships with retailers and manufacturaighheld information relating to the FCC’s
inquiring into SIRIUS radios that include FM moduwlis; and otherwise acted in bad faith. U.S. Etetts is seeking at least $48,000 in
damages. We believe that a substantial portiohedd damages are barred by the limitation of ltgtpkovisions contained in the contract
between us and U.S. Electronics. U.S. Electroroedends, and will be permitted to try to
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prove in the arbitration, that these provisionsxdbbar its damages because of, among other reamanalleged bad faith and tortious
conduct. We are vigorously defending this action.

Other Mattersin the ordinary course of business, we are a deferid various lawsuits and arbitration proceedimgsuding actions
filed by former employees, parties to contractkeases and owners of patents, trademarks, copgraghither intellectual property. None of
these actions are, in our opinion, likely to havaaterial adverse effect on our business or fir@rmrsition and statements of operation.

12. Subsequent Events

We exercised an option under our exgssiatellite purchase agreement with Space Systema/lLInc. to purchase our sixth satellite.
Space Systems/Loral will design and construct #tellge, which is expected to be one of the mdstaced and powerful satellites ever b

Construction of this satellite is expetto be completed in 2010. The satellite is exgubtd be launched into an inclined elliptical orbit
to complement our existing satellites, which wds® ananufactured by Space Systems/Loral. Our urigbeid constellation, consisting of
satellites operating in a highly inclined geosymetous orbits in combination with one satellite @pieilg in a geostationary orbit will provide
unparalleled redundancy, enhanced coverage angtéxtal performance.

The aggregate cost of designing andlmglthis satellite will be approximately $169,0@0substantial portion of this purchase price
will not be paid until 2009 and following the laumand successful completion of on-orbit testinghid satellite.

In June 2006, in connection with thetcact to purchase our fifth satellite, which isramtly under construction, Space Systems/Loral
agreed to provide us a $100,000 vendor financintjtia No amounts in connection with this existifagility have been drawn. As part of the
exercise of the option to purchase an additiortelige, Space Systems/Loral has amended and eadetiis $100,000 vendor financing to
permit us to access the facility to pay a portibthe purchase price of the new satellite.
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Item 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations
(All dollar amounts are in thousands, unless otherige stated)

Special Note Regarding Forward-Looking Statements

The following cautionary statements tifgimportant factors that could cause our actesllts to differ materially from those
projected in forward-looking statements made is Quarterly Report on Form 10-Q and in other reppantd documents published by us from
time to time. Any statements about our beliefshpjabjectives, expectations, assumptions, futueats or performance are not historical
facts and may be forward-looking. These statemamt®ften, but not always, made through the useoodis or phrases such as “will likely
result,” “are expected to,” “will continue,” “is &éinipated,” “estimated,” “intend,” “plan,” “proje@n” and “outlook.” Any forward-looking
statements are qualified in their entirety by refee to the factors discussed throughout our AnRegbrt on Form 10-K for the year ended
December 31, 2006 (the “Form 10-K”) and in othgrarts and documents published by us from timente tiparticularly the risk factors
described under “Business—Risk Factors” in ltemafAhe Form 10-K.

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

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

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

our dependence upon third parties, including mastufars of SIRIUS radios, retailers, automakers@oagramming providers;
and

» our competitive position versus other forms adiaand video entertainment, including terrestréalio, HD radio, internet radio,
digital music recorders, XM Radio and emerging rggxeration networks and technolog

Because the risk factors referred tovelmuld 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 anhe$e forward-looking statements. In
addition, any forward-looking statement speaks @siypf the date on which it is made, and we unklema obligation to update any forward-
looking statement or statements to reflect eventiroumstances after the date on which the stateimenade, to reflect the occurrence of
unanticipated events or otherwise. New factors gsm&om time to time, and it is not possible fortagredict which will arise or to assess
with any precision the impact of each factor on lowsiness or the extent to which any factor, orlwoation of factors, may cause actual
results to differ materially from those containachny forward-looking statements.
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Executive Summary

On February 19, 2007, we and XM Radio entered ama\greement and Plan of Merger (the “Merger Agreett), pursuant to which
we and XM Radio will combine our businesses thraugierger of XM Radio and a newly formed, whollypedvsubsidiary of us (the
“Merger”). Our Board of Directors and the Board @firectors of XM Radio have approved the Merger #melMerger Agreement.

The completion of the Merger is subject to variclasing conditions, including obtaining the apprbefour stockholders and XM
Radic's stockholders and receiving certain regulatondamtitrust approvals (including from the FCC armuder the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended).iffformation presented in this Quarterly Reportfmrm 1(-Q does not give effect to the
Merger.

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

We broadcast through our proprietarglite radio system, which currently consists akthorbiting satellites, 124 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 eesadind mobile audio dealers and through our welfSitbscribers can also receive our
music channels and certain other channels ovdntbmet.

In 2005, SIRIUS Canada Inc., a Canad@poration owned by us, Canadian Broadcasting @atjpn and Standard Broadcasting
Corporation, received a license from the Canadiadidtelevision and Telecommunications Commisstoaffer a satellite radio service in
Canada. SIRIUS Canada offers 110 channels of coniahéree music and news, sports, talk and entamaint programming, including 11
channels of Canadian content. Subscribers to tREIS Canada service are not included in our subschount.

SIRIUS radios are primarily distributddlough retailers; automakers, or OEMs; and thramghwebsite. SIRIUS radios can be
purchased at major retailers, including Best Buyguit City; Crutchfield; Costco; Target; Wal-Madnd on an exclusive basis through
RadioShack. On June 30, 2007, SIRIUS radios wemiadole at more than 20,000 retail locations. Weehexclusive agreements with
DaimlerChrysler, Ford, Kia, Mitsubishi, BMW, RolReyce, Volkswagen and Bentley to offer SIRIUS radis factory or dealer-installed
equipment. We also have relationships with Nissa#miti, Toyota, Lexus, Scion and Subaru to of6dRIUS radios as factory or dealer-
installed equipment. As of June 30, 2007, SIRIUSasawere available as a factory-installed optimi19 vehicle models and as a dealer-
installed option in 31 vehicle models. SIRIUS radéwe also offered to renters of Hertz vehiclesirgort locations nationwide.

As of June 30, 2007, we had 7,142,538aubers compared with 6,024,555 subscribers 8eoémber 31, 2006 and 4,678,207
subscribers as of June 30, 2006. Our subscribastiviclude subscribers under our regular pricilagg subscribers that have prepaid,
including payments received from automakers fopaie subscriptions included in the sale or leagsemf a new vehicle; active SIRIUS
radios under our agreement with Hertz; and subsigito SIRIUS Internet Radio, our Internet service.

We believe our ability to attract anthie subscribers depends in large part on creatmgsustaining distribution channels for SIRIUS
radios, the strength of the SIRIUS brand, and emjimality and entertainment value of our prograngnife expect to concentrate our future
efforts on enhancing and refining our programmimbether through additional agreements with thirdies or our own creative efforts;
introducing SIRIUS radios with new features andctions; and expanding the distribution of SIRIU8ios through arrangements with
automakers and through additional retail pointsag.

Our primary source of revenue is sulpgiom fees, with most of our customers subscritih§IRIUS on either an annual or a monthly
basis. We offer discounts for prepaid and long-tsuafscriptions as well as discounts for multiplbssmiptions. 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 thectisale of SIRIUS radios and accessories.

In certain cases, automakers includebaiption to our radio service in the sale oséeprice of vehicles. The length of these prepaid
subscriptions varies, but is typically six montbhe 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.
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Costs associated with acquiring subscsilare generally incurred and expensed in adwaingequiring a subscriber and are recognized
as subscriber acquisition costs, or SAC. A dispriigoate percentage of our annual gross subscaithditions are acquired in the fourth
guarter in connection with holiday sales. As a ltesur SAC, as adjusted, per gross subscribettiaddia key operating metric for our
business, is generally higher in the first threartprs of our fiscal year and declines in the foguarter as we experience higher activation
rates.

Pending Merger with XM Radio

On February 19, 2007, we entered intdgreement and Plan of Merger with XM Radio Holdirigc. Pursuant to the Merger
Agreement, we and XM Radio will combine our busgessthrough a merger of XM Radio and a newly forméublly owned subsidiary of
ours.

Each of SIRIUS and XM has made customepyesentations and warranties and covenantgiM#érger Agreement. The completion
of the Merger is subject to various closing comah§i, including obtaining approvals of certain of and XM Radio’s stockholders and
receiving certain regulatory and antitrust apprs\aicluding from the FCC and under the Hart-S&uitlino Antitrust Improvements Act of
1976, as amended). The Merger is intended to quadifa reorganization for federal income tax puepos

At the effective time of the Merger (theffective Time”), by virtue of the Merger and \Wwitut any action on the part of any
stockholder, each share of common stock of XM Réitlie “XM Common Stock”) issued and outstanding ieaiately prior to the Effective
Time will generally be converted into the rightrezeive 4.6 shares of our common stock. Each stiéBeries A Convertible Preferred Stock
of XM Radio issued and outstanding immediately priothe Effective Time will be similarly converted the Effective Time into the right to
receive 4.6 shares of a newly-designated seriesrgpreferred stock having substantially the samegus, designations, preferences, rights
and qualifications, limitations and restrictionstlas stock so converted.

Mel Karmazin, our chief executive officeill become chief executive officer of the combd company and Gary M. Parsons,
chairman of the board of directors of XM Radio,lw#come chairman of the board of directors ofatiabined company. The combined
company’s board of directors will consist of 12ediiors, including Messrs. Karmazin and Parsons,ifalependent members designated by
each of SIRIUS and XM Radio, as well as one repisiwe of each of General Motors and American Hond

The Merger Agreement contains certaimieation rights for both us and XM Radio. If theehder Agreement is terminated under
certain circumstances specified in the Merger Agre, we or XM Radio, as the case may be, willdzpiired to pay the other a termination
fee of $175,000.

Our Board of Directors and the Boardakctors of XM Radio have approved the Merger dr@Merger Agreement.

This description of the Merger Agreeméogs not purport to be complete and is qualifieidsi entirety by reference to the Merger
Agreement, which is filed as Exhibit 2.1 to our €ant Report on Form 8-K dated February 21, 2007.

Results of Operations

Our discussion of our results of @piens, along with the selected financial inforraatin the tables that follow, includes the
following non-GAAP financial measures: average rhbnthurn; average monthly revenue per subscrireARPU; SAC, as adjusted, per
gross subscriber addition; customer service atiddpiéxpenses, as adjusted, per average subsdriberash flow; and adjusted loss from
operations. We believe these non-GAAP financialsuess provide meaningful supplemental informategarding our operating
performance and are used for internal managemepopes, when publicly providing the business oltl@md as a means to evaluate period-
to-period comparisons. Please refer to the foofnfatkowing our discussion of results of operatidéoisthe definitions and further discussion
of usefulness of such non-GAAP financial measures.

Certain amounts in the prior period wited consolidated financial statements have beelassified to conform to the current period
presentation. Specifically, during the first qua2807, we reclassified both broadcast and welsirearoyalties from programming and
content expenses; revenue share from programmuhga@mtent expenses and sales and marketing expamsesesiduals from sales and
marketing expenses to a separate line item, revetmare and royalties. In addition, we reclassifiad debt expense from general and
administrative expenses to customer service atiddhgxpenses.
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Subscribers and Key Operating Metric

The following table contains a breakdaiour subscribers for the past five quarters:

June 30, March 31, December 31, September 30, Juge,
2007 2007 2006 2006 2006
Beginning subscribel 6,581,04! 6,024,55! 5,119,30! 4,678,20 4,077,74
Net additions 561,49: 556,49( 905,24° 441,10: 600,46(
Ending subscriber 7,142,53! 6,581,04! 6,024,55! 5,119,30! 4,678,20
Retail 4,364,641 4,234,80: 4,041,821 3,482,51. 3,276,61!
OEM 2,758,63! 2,323,68: 1,959,00! 1,610,07. 1,373,61
Hertz 19,250 22,55¢ 23,72( 26,72( 27,98
Ending subscriber 7,142,553  6,581,04  6,024,55  5119,30i _4,678,20
Retail 129,84 192,97¢ 559,31 205,89¢ 276,29:
OEM 434,95¢ 364,67 348,93! 236,46 324,57
Hertz (3,305) (1,167) (3,000) (1,26%) (40¢)
Net addtions 561,49 556,49( 905,24 441,10: 600,46(

SubscribersWe ended the second quarter of 2007 with 7,142s588cribers, an increase of 19% since Decemb&08B5, and 53%
from the 4,678,207 subscribers as of June 30, 28i06e June 30, 2006, we added 1,088,031 net slbscfrom our retail channel and
1,385,029 net subscribers from our OEM channeljltiag in a 33% and 101% increase in our retail @ftM subscriber base, respectively.

The following table presents our keyrmapieg metrics for the past five quarters:

For the Three Months Ended

June 30, March 31, December 31, September 30 June 30,
2007 2007 2006 2006 2006

Gross subscriber additio 1,002,14! 988,45¢ 1,234,57! 732,40¢ 830,57:

Deactivated subscribe 440,65: 431,96¢ 329,32¢ 291,30! 230,11:

Average monthly churn (1)(¢ 2.1% 2.3% 2.0% 2.0% 1.8%

ARPU (2)(6) $ 1077 $ 10.4¢ $ 1092 $ 1117 $ 11.1¢
SAC, as adjusted, per grc

subscriber addition(3)(6) $ 10e  $ 104 $ 102 $ 114 % 131

Customer service and billir

expenses, as adjusted, per

average subscriber (4)(6) $ 108 ¢ 11t % 16¢ $ 114 $ 1.2
Total revenue $ 226,42° $204,03° $ 193,38 $167,11¢ $ 150,07
Free cash flow (5)(€ $ (80,03) $(146,71H $ 30,40¢ $(232,35() $(133,23)
Adjusted loss from operations ( $ (79,299 $ (83,999 $ (166,809 $ (83,157 $(126,52)
Net loss $ (134,14) $(144,74) $ (24559) $(162,89) $(237,82)

ARPU.Total ARPU for the three months ended June 30, 200¥%$10.71 compared to $11.16 for the three mamted June 30,
2006. The decrease was primarily driven by a dedhimet advertising revenue per average subsaitethe impact of plan mix due in part
to the increase in subscribers under multi-unisstiption plans, offset by the effects of mail-@bates resulting from lower eligible
activations. At June 30, 2007, approximately twiodhof our subscribers were on an annual or losgbscription plan and approximately
18% were paying $6.99 per month under a multi-smitscriber plan, as compared to 13% at June 3@, 200

We expect ARPU to fluctuate based orgttosvth of our subscriber base, promotions, maikimates offered to subscribers and
corresponding take-rates, plan mix, subscriptioogst advertising sales and the identificationdifigonal revenue streams from subscribers.

SAC, As Adjusted, Per Gross Subscriber Addits#C, as adjusted, per gross subscriber additiondd488 and $131 for the three
months ended June 30, 2007 and 2006, respectiMatydecline was primarily attributable to lower OElbts per unit offset by a higher mix
of OEM gross additions.

We expect SAC, as adjusted, per grogscsiber addition to decline as the costs of subsiticomponents of SIRIUS radios decrease
in the future. If competitive forces or changesatailer promotional strategie
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including the elimination of mail-in rebates byaitrs, require us to increase hardware subsidipsomnotions, SAC, as adjusted, per gross
subscriber addition may increase. Our SAC, as tatfjuper gross subscriber addition is generalljpdrign the first three quarters of our fiscal
year and declines in the fourth quarter as we éspee higher activation rate

Customer Service and Billing Expenses, As AdjustedAverage Subscriber Per Mon@ustomer service and billing expenses, as
adjusted, per average subscriber per month decligglto $1.05 for the second quarter of 2007 coegpaiith $1.20 for the second quarte
2006.

We expect customer service and billirgemses, as adjusted, per average subscriberreadecon an annual basis as our subscriber
base grows due to scale efficiencies in call ceamerother customer care and billing operations.ddstomer service and billing expenses, as
adjusted, per average subscriber are generallyrlowthe first three quarters of our fiscal yead amcrease in the fourth quarter due to the
holiday selling season.

Adjusted Loss from Operatiorfsor the three months ended June 30, 2007 and 2df&ted loss from operations was $79,299 and
$126,528, respectively, a decrease of $47,229 déheease was primarily driven by an increase ml tetvenue of $76,349 as a result of a
53% increase in our subscriber base, which mome dlffset increases in expenses of $29,120.

Net LossFor the three months ended June 30, 2007 and B@0&ss was $134,147 and $237,828, respectivelgceease of
$103,681. The decrease was primarily driven bynarease in total revenue of $76,349 as a resalt53% increase in our subscriber base
a decrease in stock-based compensation as aoéseltain performance targets satisfied in 2006.

Three and Six Months Ended June 30, 2007 Comparéthwhree and Six Months Ended June 30, 2006
Total Revenue
Subscriber Revenu8ubscriber revenue includes subscription feesyatatn fees and the effects of mail-in rebates.

» Three MonthsFor the three months ended June 30, 2007 and 20b6criber revenue was $209,635 and $137,641,atasglg,
an increase of 52% or $71,994. The increase wakugtble to the growth of subscribers to our sE

» Six MonthsFor the six months ended June 30, 2007 and 2006csher revenue was $400,431 and $252,822, regplgctan
increase of 58% or $147,609. The increase wadatatle to the growth of subscribers to our sen

The following table contains a breakdafour subscriber revenue for the periods presente

For the Three Months For the Six Months
Ended June 30 Ended June 30
2007 2006 2007 2006
Subscription fee $ 205,48t $ 136,02! $ 39545! $ 254,01t
Activation fees 4,84¢ 3,641 10,16¢ 7,371
Effect of mai-in rebates (700 (2,03]) (5,19 (8,56¢)
Total subscriber revenue $ 209,63! $ 137,64: % 400,43. $ 252,82.

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

Advertising Revenu@dvertising revenue includes the sale of advergigin our non-music channels, net of agency feesnfyfees
are based on a stated percentage per the advgdiginements applied to gross billing revenue.

» Three MonthsFor the three months ended June 30, 2007 and B@0&dvertising revenue was $9,177 and $8,125¢ctsply, ar
increase of $1,05:
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» Six MonthsFor the six months ended June 30, 2007 and 200@dwertising revenue was $15,898 and $15,463¢eotisply, an
increase of $43¢

We expect advertising revenue to growwassubscribers increase, as we continue to ingpboand awareness and content, and as we
increase the size and effectiveness of our adiregtiales force. Advertising revenue is also suhifluctuation based on the overall
advertising environment.

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

e Three MonthsFor the three months ended June 30, 2007 and 2606 ment revenue was $6,255 and $3,096, respbgtare
increase of $3,159. The increase was the reshigber sales through our direct to consumer distigm channel, offset by the
effects of promotional discount

¢ Six Months¥For the six months ended June 30, 2007 and 200&ragnt revenue was $10,926 and $6,788, respegtamel
increase of $4,138. The increase was the reshigber sales through our direct to consumer distigln channel, offset by the
effects of promotional discount

We expect equipment revenue to incraasge continue to introduce new products and &s ggbw through our direct to consumer
distribution channel.

Operating Expenses

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

» Three MonthsFor the three months ended June 30, 2007 and 2af#lite and transmission expenses were $7,33%58,d 96,
respectively, a decrease of $11,159. Excludingksbased compensation of $621 and $810 for the ti@ghs ended June 30,
2007 and 2006, respectively, satellite and transiotisexpenses decreased $10,970 from $17,686 764 &6lhe second quarter of
2006 included a $10,900 non-recurring impairmeiatrga associated with certain satellite long-leactparts that were no longer
needed. As of June 30, 2007 and 2006, we had P4 Zthterrestrial repeaters, respectively, in dpmra

e Six Months#For the six months ended June 30, 2007 and 20@8liteaand transmission expenses were $15,323%260699,
respectively, a decrease of $11,376. Excludingkshased compensation of $1,277 and $1,712 foritheaenths ended June 30,
2007 and 2006, respectively, satellite and transiorisexpenses decreased $10,941 from $24,987 t648.4The second quarter
2006 included a $10,900 non-recurring impairmeiatrga associated with certain satellite long-leatparts that were no longer
needed

Future increases in satellite and trassion expenses will primarily be attributable e taunch and operation of new satellites, the
addition of new terrestrial repeaters and mainteaaosts of existing terrestrial repeaters. We exjpedeploy additional terrestrial repeaters
in 2007 and 2008 subject to obtaining necessamlatayy approvals. Such expenses may also inciedaéure periods if we decide to
reinstate our in-orbit satellite insurance.

Programming and ContenProgramming and content expenses include costxjuira, create and produce content and on-airttalen
costs. We have entered into various agreementstiwvith parties for music and non-music programmifigese agreements require us to pay
license fees, share advertising revenue, purcltheatasing on media properties owned or controbigdhe licensor and pay other guaranteed
amounts. Purchased advertising is recorded a®sa aatl marketing expense in the period the advertis broadcast. Advertising revenue
share is recorded to revenue share and royalSesrathe period the advertising is broadcast.

e Three MonthsFor the three months ended June 30, 2007 and pé@g,amming and content expenses were $54,31163622,
respectively, a decrease of $14,311. Excludingkshased compensation of $1,215 and $23,724 fothttee months ended June
30, 2007 and 2006, respectively, programming amdecd expenses increased $8,198 from $44,898,3®$6. This increase of
$8,198 was primarily attributable to license fessoziated with new programming. Stock-based congtemsdecreased $22,509
as compared to second quarter 2006 primarily dexpense
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associated with shares of our common stock deliverédoward Stern and his agent in 2006 upon ttisfaation of performance
targets.

» Six MonthsFor the six months ended June 30, 2007 and 2006ramnming and content expenses were $114,309 &68)3%5,
respectively, a decrease of $254,047. Excludingksbased compensation of $4,150 and $273,524 éosithmonths ended June
30, 2007 and 2006, respectively, programming amdectd expenses increased $15,327 from $94,832,10,$59. This increase of
$15,327 was primarily attributable to license fassociated with new programming and compensatiaterecosts for additions to
headcount. Stock-based compensation decreased3$26&imarily due to expense associated with shafrear common stock
delivered to Howard Stern and his agent in JanR@66 upon the satisfaction of performance targ

Our programming and content expenseduding stock-based compensation expense, wilkle as we continue to develop and
enhance our channels. We regularly evaluate pragiagiopportunities and may choose to acquire andldp new content or renew current
programming agreements in the future at substacuists.

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

Revenue Share and RoyaltiBevenue share and royalties include distributich@mtent provider revenue share, residuals and
broadcast and webstreaming royalties. Residualsarghly fees paid based upon the number of suiEssrusing a SIRIUS radio purchased
from a retailer. Advertising revenue share is rdedrto revenue share and royalties in the perieddtvertising is broadcast.

e Three MonthsFor the three months ended June 30, 2007 and 28@fue share and royalties were $29,841 and $3,6,95
respectively, an increase of $12,883. This increaseprimarily attributable to the growth in ouveaue as well as an increase in
our OEM subscriber bas

e Six Months#For the six months ended June 30, 2007 and 20@énue share and royalties were $56,975 and $30rd8dectively,
an increase of $26,490. This increase was primatifybutable to the growth in our revenue as wslbn increase in our OEM
subscriber bas:

We expect revenue share to increase as we coritrexperience revenue growth and expand our digioib of SIRIUS radios throug
automakers. In addition, we expect broadcast arxbtreaming royalties, which are typically variablenature, to increase as our subscriber
base grows. We are currently a party to a procedukifiore the Copyright Royalty Board of the LibrafyCongress to establish the royalty
rate and terms for the sound recordings we useupsaiellite radio service for the period 2007 tigio 2012. We expect a decision by the end
of 2007.

Customer Service and BillinG.ustomer service and billing expenses include asteciated with the operation of our customerice
centers and subscriber management system as watadebt expense.

» Three MonthsFor the three months ended June 30, 2007 and 206@&mer service and billing expenses were $21a68
$15,866, respectively, an increase of $5,752. Eholustock-based compensation of $178 and $20théothree months ended
June 30, 2007 and 2006, respectively, customeicgeand billing expenses increased $5,778 froméiisto $21,440. This
increase of $5,778 was primarily due to higher cafiter operating costs necessary to accommodatediease in the our
subscriber base and higher total transaction feébelarger base. Customer service and billingegps, excluding stock-based
compensation, increased 37% compared with an isen@asubscribers of 53% year over yi

» Six MonthsFor the six months ended June 30, 2007 and 2086 mer service and billing expenses were $43,4d1$88,728,
respectively, an increase of $9,743. Excludinglstmmsed compensation of $377 and $448 for the tii@ehs ended June 30,
2007 and 2006, respectively, customer service dlagbexpenses increased $9,814 from $33,280 &@¥. This increase of
$9,814 was primarily due to higher call center afiag costs necessary to accommodate the incnease subscriber base and
higher total transaction fees on the larger basstdner service and billing expenses, exclu
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stock-based compensation, increased 29% compatkdwincrease in subscribers of 53% year over. year

We expect our customer care and biéirgenses, excluding stock-based compensation exp@niscrease as our subscriber base
grows due to increased call center operating ctisissaction fees necessary to serve a larger sdasbase and bad debt expense.

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

» Three MonthsFor the three months ended June 30, 2007 and 20660f equipment was $8,636 and $3,467, respégtiae
increase of $5,169. The increase was primarilybaitizble to higher sales volume, offset by a declimper unit cost:

e Six Months¥or the six months ended June 30, 2007 and 2086ptequipment was $17,928 and $6,932, respegtigalincreas
of $10,996. The increase was primarily attributablaigher sales volume, offset by a decline inyret costs. In addition, we
recorded a $2,782 inventory allowance in the sixithe ended June 30, 2007 primarily as a resutiwét of cost or market
adjustments and reserves for slow moving inven

We expect cost of equipment to increagbe future as we introduce new products andassghrough our direct to consumer
distribution channel grow.

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

» Three MonthsFor the three months ended June 30, 2007 and 2a@& and marketing expenses were $45,614 and352,8
respectively, a decrease of $7,217. Excluding st@ded compensation of $2,849 and $5,067 for ttee ttnonths ended June 30,
2007 and 2006, respectively, sales and marketipgreses decreased $4,999 from $47,764 to $42,765d&brease was primarily
attributable to lower consumer advertising and ceducooperative marketing spend with our distritar

» Six Monthsfor the six months ended June 30, 2007 and 20@8, aad marketing expenses were $83,776 and $87,312
respectively, an decrease of $3,536. Excludingksbased compensation of $8,493 and $7,269 foritheanths ended June 30,
2007 and 2006, respectively, sales and marketipgreses decreased $4,760 from $80,043 to $75,283$4Y60 decrease was
primarily attributable to lower consumer advertgsend reduced cooperative marketing spend wittdstiibutors.

We expect sales and marketing expersetjding stock-based compensation expense, tedseras we continue to build brand
awareness through national advertising and promatliactivities and expand our subscriber retergiorts.

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

Subscriber Acquisition CostSubscriber acquisition costs include hardware sligspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakérsinclude a SIRIUS radio and a prepaid subscniptd our service in the sale or lease
price of a new vehicle; subsidies paid for chigsetd certain other components used in manufagtuaiios; device royalties for certain
SIRIUS radios; commissions paid to retailers artdrmakers as incentives to purchase, install ardaaetSIRIUS radios; product warranty
obligations; provisions for inventory allowancedacompensation costs associated with stock-basardawranted in connection with certain
distribution agreements. The majority of subscréeguisition costs are incurred and expensed iaradb/of acquiring a subscriber.
Subscriber acquisition costs do not include adsiadi, loyalty payments to distributors and deatérSIRIUS radios and revenue share
payments to automakers and retailers of SIRIUSg@ubscriber acquisition costs also do not ireltiounts capitalized in connection v
our agreement with Hertz, as we retain ownershigeaiain SIRIUS radios used by Hertz.
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» Three MonthsFor the three months ended June 30, 2007 and 20b6criber acquisition costs were $105,665 and $630
respectively, a decrease of 19% or $24,898. Exatudiock-based compensation of $7 and $21,90Méothree months ended
June 30, 2007 and 2006, respectively, subscrilmprisiion costs decreased 3%, or $3,005, from $BBto $105,658. This
decrease of $3,005 was primarily attributable tedpaftermarket subsidies, offset by increased GEkilware subsidies due to
higher production volume. Stock-based compensatémneased $21,893 primarily due to the timing ofitharties achieving
milestones and changes in the fair market valisioh awards

» Six Months#For the six months ended June 30, 2007 and 2006¢cshber acquisition costs were $205,782 and $249,6
respectively, a decrease of 18% or $43,824. Exatudiock-based compensation of $1,887 and $3138é€ six months ended
June 30, 2007 and 2006, respectively, subscrilmprigiion costs decreased 6%, or $13,912, from ®oI/7to $203,895. This
decrease of $13,912 was primarily attributableotedr aftermarket subsidies, offset by increased GQEkware subsidies due to
higher production volume. Stock-based compensatémmeased $29,912 primarily due to the timing ofitpbarties achieving
milestones and changes in the fair market valusioh awards

We expect total subscriber acquisitiosts, excluding stock-based compensation expemsiectease as increases in our gross
subscriber additions are offset by continuing desdiin the costs of subsidized components of SIRHd®s. We intend to continue to offer
subsidies, commissions and other incentives toiexgubscribers.

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

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

» Three MonthsFor the three months ended June 30, 2007 and g@86éral and administrative expenses were $38,4d $32,555
respectively, an increase of $5,916. Excludinglstzsed compensation of $11,163 and $12,905 fathtiee months ended June
30, 2007 and 2006, respectively, general and adtnative expenses increased $7,658 from $19,68527B08. This increase of
$7,658 was primarily the result of higher legalsfemd compensation-related costs to support thetlyraf our business. Stock-
based compensation decreased $1,742 primarilyesu#t of restricted stock units that vested ingbeond quarter of 200

» Six MonthsFor the six months ended June 30, 2007 and 200@rgleand administrative expenses were $73,81464a128,
respectively, an increase of $9,386. Excludinglstzesed compensation of $23,103 and $27,411 fosithemonths ended June 30,
2007 and 2006, respectively, general and admitiigtraxpenses increased $13,694 from $37,017 t/$30This increase of
$13,694 was primarily a result of higher legal faad compensation-related costs to support thetgrofiour business. Stock-
based compensation decreased $4,308 primarilyesu#t of restricted stock units that vested in@&(

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

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

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

» Three MonthsFor the three months ended June 30, 2007 and 26@6)eering, design and development expenses War230

and $15,454, respectively, a decrease of $4,20elulting stock-based compensation of $984 and $X@7®e three months
ended June 30, 2007 and 20
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respectively, engineering, design and developmauereses decreased $2,509 from $12,775 to $10,26& d€crease of $2,509
was primarily attributable to reduced OEM toolingdananufacturing upgrades associated with the faatstallation of SIRIUS
radios in additional vehicle models. Stock-basedpensation decreased $1,695 primarily due to thimgj of third parties
achieving certain production mileston

Six MonthsFor the six months ended June 30, 2007 and 20@@esTing, design and development expenses weré&Rand
$35,166, respectively, a decrease of $11,505. Bitdustock-based compensation of $1,990 and $9otltRe six months ended
June 30, 2007 and 2006, respectively, engineediegign and development expenses decreased $3or83$ 25,454 to $21,671.
This decrease of $3,783 was primarily attributabliuced OEM tooling and manufacturing upgradescéestsal with the factory
installation of SIRIUS radios in additional vehictodels. Stock-based compensation decreased $grir@arily due to the timing
of third parties achieving certain production niidees.

We expect engineering, design and d@vedmt expenses, excluding stock-based compensatpmnse, to decrease, as the work
required to initially incorporate SIRIUS radios ametessories in a significant number of additioreddicle models was completed in 2006.

Other Income (Expense)

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

Three MonthsFor the three months ended June 30, 2007 and 20@66est and investment income was $4,753 and $8,87
respectively, a decrease of $4,120. The decreasativébutable to a lower average cash bale

Six Months#For the six months ended June 30, 2007 and 20f@6est and investment income was $10,795 and $08,81
respectively, a decrease of $8,015. The decreasativibutable to a lower average cash bale

Interest Expensédnterest expense includes interest on outstandibg, deduced by interest capitalized in conneatidh the
construction of our new satellite and launch veshicl

Three MonthsFor the three months ended June 30, 2007 and #6fest expense was $15,750 and $15,660, resphgtan
increase of $90. Interest expense was consistémtsecond quarter 2006 given debt levels remainedistent with the second
quarter of 2006 prior to the incurrence of the $2B0 Senior Secured Term Loan in June 2007. Irntesggense was offset by the
capitalized interest associated with satellite trmiesion and the related launch vehic

Six Months#For the six months ended June 30, 2007 and 20@8est expense was $30,942 and $32,784, respgciavdecrease
of $1,842. The decrease was primarily the resutiapitalized interest in 2007 associated with tgelonstruction and the related
launch vehicle, which was offset by the interegiense associated with the new term Ic
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Equity in Net Loss of Affiliatézquity in net loss of affiliate includes our shafeSIRIUS Canada’s net loss.
We recorded $0 and $4,445 for the sixtin® ended June 30, 2007 and 2006, respectivelpufosshare of SIRIUS Canada’s net loss.

As of June 30, 2007, our investmentliRIBS Canada was $0 as we fully recognized ouresb&6IRIUS Canada’s net loss to the
extent we have funded it. We do not expect to rezegfuture net losses unless we commit to additiumding.

Income Taxes

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

* Three MonthsWe recorded income tax expense of $555 and $57Béathree months ended June 30, 2007 and 20@&atbsely

* Six MonthsWe recorded income tax expense of $1,110 and $X83he six months ended June 30, 2007 and 2@8@gectively.
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Footnotes to Results of Operations
(1) Average monthly churn represents the numbeleattivated subscribers divided by average qugrseibscribers.

(2) ARPU is derived from total earned subscribeereie and net advertising revenue divided by tlilg deeighted average number of subscribers forpgeod. ARPU is calculated as

follows:
For the Three Months Ended
June 30, March 31, December 31, September 30, June 30,
2007 2007 2006 2006 2006
Subscriber revenue $ 209,63 $ 190,79t $ 167,21 $ 155,37. $ 137,64
Net advertising revent 9,17 6,721 8,451 7,13( 8,12¢
Total subscriber and net
advertising revenue $ 218,81: $ 197,51 $ 175,66. $ 162,50 $ 145,76t
Daily weighted average number
subscribers 6,811,75! 6,295,28. 5,361,32. 4,848,29: 4,354,44
ARPU $ 10.71 $ 10.4¢ $ 1092 $ 1117 $ 11.1¢

(3) SAC, as adjusted, per gross subscriber addgiderived from subscriber acquisition costs, edirlg stock-based compensation, and margins frenditiect sale of SIRIUS radios
and accessories divided by the number of grosscsbles additions for the period. SAC, as adjuspet,gross subscriber addition is calculated asvidl

For the Three Months Ended

June 30, March 31, December 31, September 30, June 30,
2007 2007 2006 2006 2006

Subscriber acquisition cost $ 105,66 $ 100,11 $ 122,19¢ $ 79,81: $ 130,56:
Less: stoc-based compensatic

granted to third parties and employees 7) (1,880 (1,150 1,051 (21,900
Add: margin from direct sale of SIRIUS

radios and accessories 2,381 4,621 5,67¢ 2,617 371
SAC, as adjusted 108,03¢ 102,85¢ 126,72( 83,48( 109,03:
Gross subscriber additiol 1,002,14! 988,45¢ 1,234,571 732,40t 830,57:
SAC, as adjusted, per gross subscr

addition $ 10¢ $ 104 % 102 $ 114 $ 131

(4) Customer service and billing expenses, as &etjuper average subscriber is derived from tatatamer service and billing expenses, excludingkstimased compensation, divided by
the daily weighted average number of subscribarthi® period. Customer service and billing expenassdjusted, per average subscriber is calcutatéallows:

For the Three Months Ended

June 30, March 31, December 31, September 30, June 30,
2007 2007 2006 2006 2006

Customer service and billing expen: $ 21,61¢ $ 21,85 $ 25,91 $ 16,82: $ 15,86¢
Less: stoc-based compensatic (17¢) (199 (167 (197 (204
Customer service and billing expenses,

as adjusted 21,44( 21,65¢ 25,74¢ 16,62¢ 15,66:
Daily weighted average number of

subscribers 6,811,75! 6,295,28; 5,361,32; 4,848,29: 4,354,44
Customer service and billing expens

as adjusted, per average subscriber $ 1.05 $ 1.1¢5 $ 1.6C $ 1.14 $ 1.2C
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(5) Free cash flow is derived from cash flow (us®dorovided by operating activities, capital exgiares and restricted and other investment agti¥itee cash flow is calculated as

follows:
For the Three Months Ended
June 30, March 31, December 31, September 30, June 30,
2007 2007 2006 2006 2006
Net cash used in operating activit $ (55,900 $ (133,94) $ 34,86¢  $ (183,330 $ (108,91
Additions to property and equipme (24,13) (12,459 (5,459 (66,58¢) (22,28¢)
Restricted and other investment acti - (310 1,00( 17,56: (2,037)
Free cash flow $ (80,03 $ (146,719 $ 30,40¢ $ (232,350 $ (133,23)

(6) Average monthly churn; ARPU; SAC, as adjusteat,gross subscriber addition; customer servicebiltidg expenses, as adjusted, per average sliesgand free cash flow are not
measures of financial performance under U.S. gdpexecepted accounting principles (“GAAP”). We igsle these non-GAAP financial measures provide rimgdu supplemental
information regarding our operating performance aredused by us for budgetary and planning purpegesn publicly providing our business outlook;aaseans to evaluate period-
to-period comparisons; and to compare our perfoon@aa that of our competitors. We also believe thegstors also use our current and projected ogeto monitor the performance
of our business and make investment decisi

We believe the exclusion of stock-based compensapense in our calculations of SAC, as adjugiedgross subscriber addition and customer seandebilling expenses, as
adjusted, per average subscriber is useful giversignificant variation in expense that can reoln changes in the fair market value of our comratartk, the effect of which is
unrelated to the operational conditions that gise to variations in the components of our subscrédzquisition costs and customer service andgillixpenses. Specifically, the
exclusion of stock-based compensation expenserinalaulation of SAC, as adjusted, per gross siibscaddition is critical in being able to understghe economic impact of the
direct costs incurred to acquire a subscriber hackffect over time as economies of scale are ezach

These non-GAAP financial measures are used iniaddi and in conjunction with results presenteddoordance with GAAP. These non-GAAP financial sueas may be
susceptible to varying calculations; may not be parable to other similarly titted measures of ott@mpanies; and should not be considered in iswlatis a substitute for, or
superior to measures of financial performance pegba accordance with GAAI

(7) We refer to net loss before taxes; other incéex@ense)-including interest and investment incanterest expense, equity in net loss of affiliaepreciation; impairment charges;
and stock-based compensation expense as adjusteftdm operations. Adjusted loss from operatisnsot a measure of financial performance under GAAP. We believe
adjusted loss from operations is a useful measuoeirooperating performance. We use adjusted lasa bperations for budgetary and planning purpaseassess the relative
profitability and on-going performance of our colidated operations; to compare our performance fpeniod to period; and to compare our performandéat of our competitors.
We also believe adjusted loss from operationséfuli$o investors to compare our operating perforoesto the performance of other communicationgréainment and media
companies. We believe that investors use currethpasiected adjusted loss from operations to eséroar current or prospective enterprise valueraale investment decisior

Because we fund and buitist our satellite radio system through the perigdising and expenditure of large amounts of capta results of operations reflect significanaoyes fo
interest and depreciation expense. We believe gdjusss from operations provides useful inforntratdout the operating performance of our businpagt &rom the costs associal
with our capital structure and physical plant. Bxelusion of interest and depreciation expensaeé$ul given fluctuations in interest rates and gigant variation in depreciation
expense that can result from the amount and tirfraapital expenditures and potential variationsstimated useful lives, all of which can vary wydacross different industries or
among companies within the same industry. We beltbe exclusion of taxes is appropriate for comipititg purposes as the tax positions of compan#s\ary because of their
differing abilities to take advantage of tax betseéind because of the tax policies of the variatisdictions in which they operate. We also belitheexclusion of stock-based
compensation expense is useful given the significaniation in expense that can result from changeke fair market value of our common stock. Hinave believe that the
exclusion of our equity in net loss of affiliatelRBUS Canada Inc.) is useful to assess the perfocemaf our core consolidated operations in theinental United States. To
compensate for the exclusion of taxes, other inc@rpense), depreciation, impairment charges aukdiased compensation expense, we separately memsibudget for these
items.

There are material limitations associated withutke of adjusted loss from operations in evaluatimgcompany compared with net loss, which reflestsrall financial performance,
including the effects of taxes, other income (exgg@ndepreciation, impairment charges and stockebasmpensation expense. We use adjusted lossofperations to supplement
GAAP results to provide a more complete understamdi the factors and trends affecting the busitiesss GAAP results alone. Investors that wish tmpare and evaluate our
operating results after giving effect for thesetspshould refer to net loss as disclosed in oaudited consolidated statements of operations eSidgusted loss from operations is a
non-GAAP financial measure, our calculation of atia loss from operations may be susceptible tgimgicalculations; may not be comparable to otlireilarly titted measures of
other companies; and should not be considerediatien, as a substitute for, or superior to meeswf financial performance prepared in accordavidte GAAP.
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Adjusted loss from operations is calculated afedi:

Net loss

Impairment loss
Depreciation

Stock-based compensation
Other expens

Income tax expens

Adjusted loss from operatior

For the Three Months Ended

June 30, March 31, December 31, September 30, June 30,
2007 2007 2006 2006 2006

(134,14) $ (144,749 (24559) $ (162,899 (237,829

- - - - 10,91;
26,28 26,78¢ 27,498 27,58: 25,73¢
17,01 24,26( 42,62 43,41¢ 67,28¢
10,99: 9,14¢ 8,51z 8,16¢ 6,77¢

55¢ 55¢ 15€ 578 578
(79,299 $ (83,999 (166,809 $ (83,159 (126,529
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, except per share amounts)
(Unaudited)

For the Three Months Ended For the Year Ended
March 31, 2006 June 30, 200! September 30, 200 December 31, 200 December 31, 2006

Revenue:
Subscriber revenue, including effects of mail-ibates $ 115,18: $ 137,64: $ 155,37: $ 167,21( $ 575,40«
Advertising revenue, net of agency fees 7,33¢ 8,12¢ 7,13( 8,451 31,04«
Equipment revenue 3,692 3,09¢ 3,57¢ 16,43 26,79¢
Other revenue 452 1,21¢ 1,032 1,28¢ 3,98¢
Total revenue 126,66 150,07¢ 167,11 193,38( 637,23!

Operating expenses (excludes depreciation shovaraiey below) (1):
Cost of services:

Satellite and transmission 8,20 18,49¢ 7,58( 7,51¢ 41,797
Programming and content 299,73¢ 68,62 71,65¢ 80,41« 520,42
Revenue share and royalties 13,527 16,95¢ 18,37 21,062 69,91¢
Customer service and billing 17,86: 15,86¢ 16,822 25,91 76,462
Cost of equipment 3,46¢ 3,467 6,19¢ 22,10t 35,23
Sales and marketing 34,48: 52,83! 38,59( 77,78( 203,68:
Subscriber acquisition costs 119,04 130,56: 79,81z 122,19¢ 451,61
General and administrative 31,87: 32,55¢ 33,14¢ 32,37¢ 129,95:
Engineering, design and development 19,71 15,45¢ 21,51 13,44¢ 70,127
Depreciation 24,93 25,73¢ 27,58 27,49 105,74¢
Total operating expenses 572,83! 380,55( 321,26° 430,30¢ 1,704,95!
Loss from operations (446,169 (230,479) (154,15 (236,929 (1,067,72)
Other income (expense
Interest and investment income 9,937 8,871 7,75C 6,76( 33,32(
Interest expense, net of amounts capitalized (17,129 (15,660 (15,92 (15,327 (64,037)
Equity in net loss of affiliate (4,44%) - - - (4,445
Other income 10 9 5 55 79
Total other income (expense) (11,625 (6,77% (8,16¢6) (8,517 (35,079
Loss before income taxes (457,79)) (237,25() (162,320) (245,44) (1,102,80)
Income tax expense (753) (57€) (57€) (15€) (2,065)
Net loss $ (458,54 $ (237,820 $ (162,899 $ (245,59) $ (1,104,86)
Net loss per share (basic and dilut $ (0-35) $ (0-17) $ (0-12) $ (0-17) $ (0-79)
Weighted average common shares outstanding (badidibuted) 1,386,98 1,404,02 1,405,28 1,413,86 1,402,61

(1) Amounts related to stc-based compensation included in other operatingresggewere as follow

Satellite and transmission $ 90z $ 81C $ 49C $ 36€ $ 2,56¢
Programming and content 249,80( 23,72¢ 23,61¢ 24,63t 321,77:
Customer service and billing 244 204 197 167 812
Sales and marketir 2,20z 5,067 7,60¢ 4,66 19,54:
Subscriber acquisition costs 9,89¢ 21,90( (1,05)) 1,15( 31,89¢
General and administrative 14,50¢ 12,90¢ 11,53¢ 10,98! 49,92¢
Engineering, design and development 7,038 2,67¢ 1,022 661 11,39
Total equity granted to third parties and employees $ 284,58( $ 67,28¢ $ 43,41¢ $ 42,628 $ 437,91t

In the first quarter of 2007, SIRIUS reclassifieattbbroadcast and webstreaming royalties from progning and content expenses; revenue
share from programming and content expenses aad aatl marketing expenses; and residuals from aatemarketing expenses to a
separate line item, revenue share and royaltiesddiition, SIRIUS reclassified bad debt expensmfgeneral and administrative expenses to
customer service and bhilling expenses. Certain amsan the prior period annual and quarterly coidsdéd financial statements have been
reclassified to conform to the current period pnéston. Included above are the GAAP condensedatioiaded statements of operations for
2006 that reflects these reclassificatic
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Liquidity and Capital Resources
Cash Flows for the Six Months Ended June 30, 200@rpared with the Six Months Ended June 30, 2006

As of June 30, 2007, we had $424,74%sh and cash equivalents compared with $534,968ame 30, 2006 and $393,421 as of
December 31, 2006.

The following table presents a summdrgur cash flow activity for the periods set foltelow:

For the Six Months
Ended June 30,

2007 2006 Variance
Net cash used in operating activit $ (189,84) $ (266,08) $ 76,24(
Net cash (used in) provided by investing activi (25,95¢) 36,06 (62,027
Net cash provided by financing activiti 247,13: 2,97¢ 244,15!
Net (decrease) increase in cash and cash equis 31,32¢ (227,04) 258,37.
Cash and cash equivalents at beginning of pe 393,42! 762,000 (368,586
Cash and cash equivalents at end of pe $ 424,74¢ $ 534,96. $ (110,219

Net Cash Used in Operating Activities

Net cash used in operating activitiesrélased $76,240 to $189,847 for the six monthsaeddee 30, 2007 from $266,087 for the six
months ended June 30, 2006. Such decrease inttbatflews of cash was attributable to increaseshaaceipts from subscribers due to the
growth of our subscriber base, offset by an inaéagpaydown of distribution accruals and stockellasompensation expense to third parties
in 2006 as a result of certain targets that wetiefia.

Net Cash Used in Investing Activities

Net cash used in investing activities#a5,956 for the six months ended June 30, 200ipaced with net cash provided by investing
activities of $36,067 for the six months ended J8B®e2006. The $62,023 decrease was primarilydtreshigher net sales activity of
available-for-sale securities in the second quat@006, offset by an increase in capital expemdi of $8,809 primarily as a result of costs
associated with our satellite construction and ¢awehicle.

We will incur significant capital expahdes to construct and launch our new satellitesta improve our terrestrial repeater network
and broadcast and administrative infrastructures€rcapital expenditures will support our growttl tre resiliency of our operations, and
will also support the delivery of future new reveratreams.

Net Cash Provided by Financing Activities

Net cash provided by financing activtincreased $244,155 to $247,131 for the six mostided June 30, 2007 from $2,976 for the
six months ended June 30, 2006. The increase wesiti of additional debt proceeds, net of relatests of $245,199 from the new term loan
entered into in June 2007.

Financings and Capital Requirements
We have historically financed our opienas through the sale of debt and equity securities
Future Liquidity and Capital Resource Requirements

Based upon our current plans, we belieaeour cash, cash equivalents and marketabigiges will 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 requiremeimti®rest and principal payments and taxes. Irt ligtour pending merger with XM Radio,
and the uncertainty surrounding the timing andrfaial impact, we are no longer currently providaash flow guidance for the year ending
December 31, 2007 or beyond. Our financial projectiare based on assumptions, which we believeeasenable but contain significant
uncertainties.

Our business is in its early stages,wadegularly evaluate our plans and strategy. @ leesluations often result in changes to our
plans and strategy, some of which may be matemidisignificantly change our cash requirements aseais to achieve cash flow breakeven
at a later date. These changes in our plans deggranay include: the acquisition of unique or cettipg programming; the introduction of
new features or service
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significant new or enhanced distribution arrangeisienvestments in infrastructure, such as satslliequipment or radio spectrum; and
acquisitions of third parties that own programmidigtribution, infrastructure, assets, or any camabon of the foregoing.

In June 2006, we entered into a Credite&ment with Space Systems/Loral (the “Credit Agrent”). Under the Credit Agreement,
Space Systems/Loral has agreed to make loansimoamsaggregate principal amount of up to $100f@0thance the purchase of our new
satellite. Loans made under the Credit Agreemelhbwisecured by our rights under the SatellitecRase Agreement with Space
Systems/Loral, including our rights to the new Bidée The loans are also entitled to the beneffta subsidiary guarantee from Satellite CD
Radio, Inc., our subsidiary that holds our FCCHix, and any future material subsidiary that mafplbaed by us. The maturity date of the
loans is the earliest to occur of (i) April 6, 20Qi®) 90 days after the new satellite becomeslatséé for shipment, and (iii) 30 days prior to
scheduled launch of the new satellite. Any loandenander the Credit Agreement generally will beteriest at a variable rate equal to three-
month LIBOR plus 4.75% . The Credit Agreement pésras to prepay all or a portion of the loans @utding without penalty. We have no
current plans to draw under this Credit Agreement.

In June 2007, we entered into a Terndi€igreement with a syndicate of financial ingtibuns. The Credit Agreement provides for a
term loan of $250,000, which has been drawn. Istarader the Credit Agreement is based, at ouopptin (i) adjusted LIBOR plus 2.25%
or (ii) the higher of (a) the prime rate and (1 rederal Funds Effective Rate plus 1/2 of 1.00U4s fp.25%. LIBOR borrowings may be
made for interest periods, at our option, of on®, three or six months (or, if agreed by all of thnders, nine or twelve months). The loan
amortizes in equal quarterly installments of 0.2&0Rhe initial aggregate principal amount for tivstffour and a half years, with the balance
of the loan thereafter being repaid in four equalrterly installments. The loan matures on Decer@BeP012. The loan is guaranteed by our
wholly owned subsidiary, Satellite CD Radio, Inhe(“Guarantor”). The Credit Agreement is securgé flien on substantially all of our and
the Guarantor’s assets, including our satellitesthe shares of the Guarantor. The Credit Agreemantiins customary affirmative
covenants and event of default provisions. The tigaovenants contained in the Credit Agreemeatsabstantially similar to those
contained in the indenture governing our 9% Senior Notes due 2013.

To fund incremental cash requirementssomarket opportunities arise, we may chooseise radditional 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 additi@tplity or convertible debt securities may
result in dilution to our stockholders. These dddil sources of funds may not be available aaydilable, may not be available on terms
favorable to us. Our merger agreement with XM Radgdricts our ability to incur additional debtdimcing beyond our existing credit
facilities (or equivalent funding) and limits thenaunt of new equity we can issue, in each caseowitapproval from XM Radio.

2003 Long-Term Stock Incentive Plan

In January 2003, our board of directmtepted the Sirius Satellite Radio 2003 Long-TetatiSIncentive Plan (the “2003 Plan”), and
on March 4, 2003 our stockholders approved thia.pglan May 25, 2004, our stockholders approved asngment 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 pro¥atd@he grant of stock options, restricted sto@stricted stock units and other stock-based
awards that the compensation committee of our bobdirectors may deem appropriate.

Vesting and other terms of stock-basedrds are set forth in the agreements with theviddals receiving the awards. Stock-based
awards granted under the 2003 Plan are generdljgaito 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 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 June 30, 2007, approximately 88,860 stock options, shares of restricted stockrastlicted stock units were outstanding. As
of June 30, 2007, approximately 72,996,000 sharesrocommon stock were available for grant untier2003 Plan. During the six months
ended June 30, 2007, employees exercised 556,236 gptions at exercise prices ranging from $28%4.16 per share, resulting in proce
to us of $757. The exercise of the remaining ontitey, vested options could result in an infloncash in future periods.
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Contractual Cash Commitments

For a discussion of our “Contractual iC&@®mmitments” refer to Note 11 to the unauditedstdidated financial statements,
Commitments and Contingencies, of this Form 10-Q.

Critical Accounting Policies

For a description of our Critical Accaing Policies refer to “Management’s Discussion &malysis of Financial Condition and
Results of Operations” within our Annual Reportkorm 10-K for the year ended December 31, 2006Nutd 3 to the unaudited
consolidated financial statements, Summary of 8ant Accounting Policies, of this Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

As of June 30, 2007, we did not have @dayvative financial instruments and we do no¢ntt to use derivatives. We do not hold or
issue any free-standing derivatives. We hold inmesits in marketable securities, which consist dif@tes of deposit and auction rate
securities. We classify our marketable securiteeaailable-for-sale. These securities are comgisteh the investment objectives contained
within our investment policy. The basic objectivgur investment policy are the preservation gfitzd, maintaining sufficient liquidity to
meet operating requirements and maximizing yielelsjite the underlying long-term maturity of auctiate securities, from the investor’s
perspective, such securities are priced and trad@art-term investments because of the interesteaet feature. Interest rates are reset
through an auction process at predetermined peab@8 or 35 days. Failed auctions rarely occurofdune 30, 2007, we did not hold any
auction rate securities.

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

Iltem 4. Controls and Procedures

As of June 30, 2007, an evaluation wex$opmed under the supervision and with the pgoditon of our management, including Mel
Karmazin, our Chief Executive Officer, and David=dear, our Executive Vice President and Chief ki Officer, of the effectiveness of
the design and operation of our disclosure conaants procedures. Based on that evaluation, our gesmmant, including our Chief Executive
Officer and our Chief Financial Officer, concludit our disclosure controls and procedures wdeetdfe as of June 30, 2007. There have
been no significant changes in our internal cordxar financial reporting or in other factors tieatild materially affect, or is reasonably lik
to materially affect, our internal control overdincial reporting for the three months ended Jun@@07.
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Part Il

Other Information
Item 1. Legal Proceedings

FCC Inquiry .In April 2006, we learned that XM Radio and two matturers of SIRIUS radios had received inquifies1 the FCC
as to whether the FM transmitters in their prodeotsiplied with the FCC’s emissions and frequendgsiuWe promptly began an internal
review of the compliance of the FM transmittersiinumber of our radios. In June 2006, we learnatlatthird manufacturer of SIRIUS
radios had received an inquiry from the FCC ashetiver the FM transmitters in its products compligith the FCC'’s emissions and
frequency rules. In June 2006, we received a l&ten the FCC making similar inquiries. In July Z)Qve responded to the letter from the
FCC in respect of the preliminary results of owie®. In August 2006, we received a follow-up leé inquiry from the FCC and responded
to the FCC'’s further inquiry. We continue to coaderwith the FCC’s inquiry.

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

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

The FCC's laboratory has tested a nurobeur products and found them to be complianhwliie FCC's rules. We believe our radios
that are currently in production comply with applite FCC's rules. No health or safety issues arelied with these SIRIUS radios and
radios which are factory-installed in new vehickes not affected.

We have retained an engineering compdiafficer to report to our Vice President of ImrAudit, who reports to our Audit
Committee.

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

Copyright Royalty Board ProceedinyVe are a party to a proceeding before the CopyfRpyalty Board of the Library of Congress to
establish the royalty rates and terms for the soandrdings we use on our satellite radio serwcelfe period for 2007 through 2012. In June
2007, the hearing before the Copyright Royalty Baaymmenced, with both us and XM and SoundExchahgeyrganization that collects
and distributes royalties for digital music sergi@n behalf of artists and music labels, presergiridence in support of their direct cases. In
July 2007, we, XM and SoundExchange filed our rgthetases in this proceeding; and in August 2008 Gopyright Royalty Board will
convene a hearing to permit the parties to presdnittal evidence.

As part of this proceeding, we origiggltoposed a royalty rate of 0.89% of our satedlitbscription revenue. We have filed an
amended rate proposal requesting the Copyright IRoBaard to establish a royalty rate for calengear 2007 of $1.20 for each performance
we make of a copyrighted sound recording. We hése @oposed that this royalty rate be adjusteth sabsequent year by a percentage
equal to the percentage change in aggregate tatelliio subscribers during the preceding yearn8Bxychange has proposed a royalty rate
consisting of the greater of a specified percentdgevenue or a per-subscriber fee. The Soundmgeharoposed fees would increase as our
number of subscribers increase, in seven stepstiwatat the greater of 8% of total revenues c8%@er subscriber per month, if we have
fewer than 9 million subscribers, and end at theatar of 23% of total revenue or $3.00 per subscpler month, if we have more than 19
million subscribers. SoundExchange has also prah@sean alternative that it describes as lesepesf, a per-broadcast fee structure, which
it claims is calculated to reach similar fee levélge continue with our current level of music feemances.

The Copyright Royalty Board must seate that is calculated to achieve four statutofedives:

to maximize the availability of creative works teetpublic;

* to afford the copyright owner a fair return for bigative work and the copyright user a fair incamder existing economic
conditions;
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» to reflect the relative roles of the copyright owaad the copyright user in the product made abkglto the public with respect to
relative creative contribution, technological cdmtition, capital investment, cost, risk and conttibn to the opening of new

markets for creative expression and media for th@nmunication; and
*  to minimize any disruptive impact on the structaf¢he industries involved and on generally pramgiindustry practices.

We believe that the fee we proposed achieves thigsetives. We expect the Copyright Royalty Boardender a decision establishi
a rate for the sound recordings we use on ourlisateldio service by the end of the year.

U.S. Electronics Arbitration U.S. Electronics Inc., a licensed distributor anfdrmer licensed manufacturer of SIRIUS radi@s, h
commenced an arbitration proceeding against us.Elegtronics alleges that we breached our contfaitéd to pay monies owed under the
contract; tortiously interfered with U.S. Electrosii relationships with retailers and manufacturaighheld information relating to the FCC’s
inquiring into SIRIUS radios that include FM moduwlis; and otherwise acted in bad faith. U.S. Etetts is seeking at least $48,000 in
damages. We believe that a substantial portiohexfd damages are barred by the limitation of ltgtpkovisions contained in the contract
between us and U.S. Electronics. U.S. Electroroedends, and will be permitted to try to provetie airbitration, that these provisions do not
bar its damages because of, among other reasaraljeged bad faith and tortious conduct. We agorausly defending this action.

Other Mattersin the ordinary course of business, we are a defenid various lawsuits and arbitration proceedimgsuding actions
filed by former employees, parties to contractkeases and owners of patents, trademarks, copgraghither intellectual property. None of
these actions are, in our opinion, likely to haveaterial adverse effect on our business or firemesults.

Iltem 1A. Risk Factors

Reference is made to the Risk Factdrfosth in Item 1A of our Annual Report on Form KOfor the year ended December 31, 2006.
The Risk Factors remain applicable from our ForrK10

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Not applicable.

Item 3. Defaults Upon Senior Securities
Not applicable.
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Item 4. Submission of Matters to a Vote of Securityolders

At our annual meeting of stockholderkllen Tuesday, May 24, 2007, the persons whose sianeeset forth below were elected as

directors. The relevant voting information for egerson is set forth opposite such person’s name:

Votes Cast
For Against
Leon D. Black 1,244,968,04 19,754,118
Joseph P. Clayta 1,243,017,37 21,704,790
Lawrence F. Gilbert 1,244,934,50 19,787,657
James P. Holde 1,243,200,67 21,521,485
Mel Karmazin 1,245,363,06 19,359,093
Warren N. Lieberfarl 1,245,515,49 19,206,669
Michael J. McGuines 1,245,758,03 18,964,128
James F. Moone 1,245,750,66 18,971,492

In addition to the election of directaifse appointment of Ernst & Young LLP as our inelegent auditors for the fiscal year ending
December 31, 2007 was ratified by a vote of 1,261,854 shares in favor, 8,924,975 shares agaids3.&79,321 shares abstaining.

Iltem 5. Other Information
Not applicable.
Item 6. Exhibits

See Exhibit Index attached hereto.
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SIGNATURES

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

SIRIUS SATELLITE RADIO | NC.

By: /s/ DAvID J. FREAR
David J. Frea
Executive Vice President al
Chief Financial Officel
(Principal Financial Officer

August 9, 2007
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EXHIBIT INDEX

Exhibit Description
2.1 — Agreement and Plan of Merger, dated as of Febrl@r2007, by and among Sirius Satellite Radio Mernon

Merger Corporation and XM Satellite Radio Holdings. (incorporated by reference to Exhibit 2.1he t
Compan’s Current Report on Forn-K dated February 19, 200"

3.1 — Amended and Restated Certificate of Incorporatiated March 4, 2003 (incorporated by reference tuiltix3.1
to the Compar’s Annual Report on Form -K for the year ended December 31, 20!

3.2 — Amended and Restated By-Laws (incorporated by eafss to Exhibit 3.2 to the Company’s Quarterly Repa
Form 1(-Q for the quarter ended September 30, 2C

4.1 — Form of certificate for shares of Common Stock diporated by reference to Exhibit 4.3 to the Conyfzan
Registration Statement on Forr-1 (File No. 3:-74782)).

4.2 — Warrant Agreement, dated as of May 15, 1999, betwiee Company and United States Trust Company of Ne
York, as warrant agent (incorporated by referendexhibit 4.4.4 to the Company’s Registration Stagat on
Form <-4 (File No. 33-82303)).

4.3 — Indenture, dated as of September 29, 1999, bettiee@Gompany and United States Trust Company of §,exa
N.A., as trustee, relating to the Comp’s 8%% Convertible Subordinated Notes due 2009 (imarated by
reference to Exhibit 4.2 to the Comp’s Current Report on Forn-K filed on October 13, 1999

4.4 — First Supplemental Indenture, dated as of Septe2#het999, between the Company and United Statest Tr
Company of Texas, N.A., as trustee, relating toGbepany’s 8%% Convertible Subordinated Notes @92
(incorporated by reference to Exhibit 4.01 to tlerpany’s Current Report on Form 8-K filed on Octobge
1999).

4.5 — Second Supplemental Indenture, dated as of Mar2B@B, among the Company, The Bank of New York (as
successor to United States Trust Company of Té¥ds), as resigning trustee, and HSBC Bank USA, as
successor trustee, relating to the Company’s 8%#tv€tible Subordinated Notes due 2009 (incorporhated
reference to Exhibit 4.16 to the Comp’s Annual Report on Form -K for the year ended December 31, 20(

4.6 — Third Supplemental Indenture, dated as of Marc2003, between the Company and HSBC Bank USA, as
trustee, relating to the Company’s 8%:% Convertdbordinated Notes due 2009 (incorporated by rederéo
Exhibit 4.17 to the Compa’s Annual Report on Form -K for the year ended December 31, 20(

4.7 — Form of 8%9% Convertible Subordinated Note due 20@8rporated by reference to Article VII of ExHildi.01
to the Compar’s Current Report on Forn-K filed on October 1, 199¢

4.8 — Indenture, dated as of May 23, 2003, between thregany and The Bank of New York, as trustee (incrasal
by reference to Exhibit 99.2 to the Comp’s Current Report on Forn-K dated May 30, 2003

4.9 — First Supplemental Indenture, dated as of May RB32between the Company and The Bank of New Yask,
trustee, relating to the Company’s 3%2% Convertiiées due 2008 (incorporated by reference to ExBfi3 to
the Compan’s Current Report on Forn-K dated May 30, 2003

4.10 — Second Supplemental Indenture, dated as of FebAfarg004, between the Company and The Bank of New
York, as trustee, relating to the Company’s 2%2%\edible Notes due 2009 (incorporated by referdnce
Exhibit 4.20 to the Compa’s Annual Report on Form -K for the year ended December 31, 20(
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Exhibit
411

412

4.13

4.14

4.15

4.16

4.17

4.18

10.1.1

10.1.2

*10.2

*10.3

*10.4

*10.5

*10.6

Description
Third Supplemental Indenture, dated as dabkr 13, 2004, between the Company and The Bahlewof York, as
trustee, relating to the Company’s 3%% Convertitdées due 2011 (incorporated by reference to EkHifito the
Compan’s Current Report on Forn-K dated October 13, 200«

Indenture, dated as of August 9, 2005, betvibe Company and The Bank of New York, as trustking to the
Company'’s %% Senior Notes due 2013 (incorporated by referémé&exhibit 4.1 to the Company's Current Report on
Form &K filed on August 12, 2005

Common Stock Purchase Warrant granted bZtmepany to DaimlerChrysler AG dated October 4,52(@corporated
by reference to Exhibit 4.13 to the Company’s QaerfytReport on Form 10-Q for the quarter ended &aper 30,
2005).

Common Stock Purchase Warrant granted bZtimepany to Ford Motor Company dated October 72Z0@orporated
by reference to Exhibit 4.16 to the Company’s QaerytReport on Form 10-Q for the quarter ended &aper 30,
2002).

Form of Media-Based Incentive Warrant d&eldruary 3, 2004 issued by the Company to NFL Bnisas LLC
(incorporated by reference to Exhibit 4.25 to tlwrpany’s Annual Report on Form 10-K for the yeateshDecember
31, 2003)

Bounty-Based Incentive Warrant dated FelyrBaR004 issued by the Company to NFL Enterprides (incorporated
by reference to Exhibit 4.26 to the Comp’s Annual Report on Form -K for the year ended December 31, 20!

Amended and Restated Warrant Agreementd @astef December 27, 2000, between the Companyaitdd States
Trust Company of New York, as warrant agent andossagent (incorporated by reference to Exhibi74@the
Compan’s Registration Statement on For-3 (File No. 33-65602)).

Customer Credit Agreement, dated as of Mgy2806, between the Company and Space Systemk/lrara
(incorporated by reference to Exhibit 4.18 to tlwrpany’s Quarterly Report on Form 10-Q for the tpragnded June
30, 2006)

Lease Agreement, dated as of March 318,18&tween RoclcGraw, Inc. and the Company (incorporated by exiee
to Exhibit 10.1.2 to the Compa’s Quarterly Report on Form -Q for the quarter ended June 30, 19

Supplemental Indenture, dated as of Mag;2000, between Rock-McGraw, Inc. and the Comercprporated by
reference to Exhibit 10.1.2 to the Comp’s Quarterly Report on Form -Q for the quarter ended March 31, 20(

Term Credit Agreement, dated as of JuneR07, among Sirius Satellite Radio Inc., the égagarty thereto, and
Morgan Stanley Senior Funding, Inc. as Administethgent and Collateral Agent (incorporated by refiee to Exhibit
10.1 to the Company's Current Report on Fo-K dated June 20, 2007

Employment Agreement dated November 1842fetween the Company and Mel Karmazin (incorporaty reference
to Exhibit 10.2 to the Compa’s Annual Report on Form -K for the year ended December 31, 20!

Employment Agreement, dated as of Jur083, between the Company and David J. Frear (gocated by reference
to Exhibit 10.7 to the Compa’s Quarterly Report on Form -Q for the quarter ended June 30, 20!

First Amendment, dated as of August 1@32Qo the Employment Agreement, dated as of JURO@3, between the
Company and David Frear (incorporated by referéadexhibit 10.2 to the Company's Current ReporfFomm 8-K
dated August 12, 200=

Employment Agreement, dated as of May(84, between the Company and Scott A. Greenstedorforated by
reference to Exhibit 10.4 to the Comp’s Quarterly Report on Form -Q for the quarter ended June 30, 20!

45




Exhibit
*10.7

*10.8

*10.9

*10.10

*10.11

*10.12

*10.13

*10.14

t10.15

31.1

31.2

32.1

32.2

*

Description
First Amendment, dated as of August 8, 2005, tdeimployment Agreement, dated as of May 5, 2004ybet the

Company and Scott Greenstein (incorporated byeater to Exhibit 10.1 to the Company's Current Repoform 8-K
dated August 12, 200=

Amended and Restated Employment Agreement, dateflJase 6, 2007, between the Company and Janmdsyer
(incorporated by reference to Exhibit 10.1 to tlmmPan's Annual Report on Formr-K for the dated June 7, 200

Restricted Stock Unit Agreement, dated as of Augu&005, between the Company and James E. Mayamrfiorated
by reference to Exhibit 10.3 to the Company's GitrReport on Form-K dated August 12, 200E

Employment Agreement, dated as of November 8, 208veen 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

First Amendment, dated as of May 21, 2007, to timpléyment Agreement, dated as of November 8, 2068#yeen
Patrick L. Donnelly and the Company (incorporatgddference to Exhibit 10.1 to the Company’s CuriReport on
Form ¢-K dated May 22, 2007

CD Radio Inc. 401(k) Savings Plan (incorporateddfgrence to Exhibit 4.4 to the CompasjRegistration Statement
Form &-8 (File No. 33-65473)).

Amended and Restated Sirius Satellite Radio 2008yH@rm Stock Incentive Plan (incorporated by refeestacExhibit
10.10 to the Compars Quarterly Report on Form -Q for the quarter ended June 30, 20

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@wmpany’s Quarterly Report on Form 10-Q for thertgraended
March 31, 2000)

Certificate of Mel Karmazin, Chief Executive Officgursuant to Section 302 of the Sarbanes-OxleyoA2002 (filed
herewith).

Certificate of David J. Frear, Executive Vice Pdesit and Chief Financial Officer, pursuant to Sec802 of the
Sarbane-Oxley Act of 2002 (filed herewith

Certificate of Mel Karmazin, Chief Executive Officgoursuant to 18 U.S.C. Section 1350, as adopieslipnt to Sectic
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 Sar-Oxley Act of 2002 (filed herewith

This document has been identified as a managemairiact or compensatory plan or arrangement.

Portions of this exhibit have been omitted punste Applications for Confidential treatment filbg the Company with the
Securities and Exchange Commissio
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EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Mel Karmazin, the Chief Executive Officer of iis Satellite Radio Inc., certify that:
1. I have reviewed this Quarterly Report on Form 18f@irius Satellite Radio Inc. for the period endedie 30, 2007;

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

3. Based on my knowledge, the financial statementsofimer 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 diseie 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 ha

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduiies tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

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

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeiport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

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

(a) all significant deficiencies and material weaknessehe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

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

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

August 9, 2007



EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, David J. Frear, the Executive Vice President @hief Financial Officer of Sirius Satellite Radiw., certify that:
1. I have reviewed this Quarterly Report on Form 18f@irius Satellite Radio Inc. for the period endedie 30, 2007;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtade 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 statementsofimer 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 diseie 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 ha

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduiies tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

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

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeiport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

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

(a) all significant deficiencies and material weaknessehe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

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

By:/s/ DAvID J. FREAR
David J. Frea
Executive Vice President al
Chief Financial Officel
(Principal Financial Officer

August 9, 2007



EXHIBIT 32.1

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

In connection with the Quarterly Report ofi& Satellite Radio Inc. (the “Company”) on For®Q for the period ended June 30, 200
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, Mel Karmazihief 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 trequirements of Section 13(a) or 15(d) of the SaesrExchange Act of 1934; and

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

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

August 9, 2007

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




EXHIBIT 32.2

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

In connection with the Quarterly Report ofi& Satellite Radio Inc. (the “Company”) on For®Q for the period ended June 30, 200
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, David J. Fréatecutive Vice President and Chief

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

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

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

By: /s/ DAvID J. FREAR
David J. Frea
Executive Vice President al
Chief Financial Officel
(Principal Financial Officer

August 9, 2007

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




