
(1) Curr,nl ,ul, ,,~pllcIlIW p'''hlbll"lh' lro''"''I« 01 bf"~"CAllng lIuns...: In 1""\Jf'pt1 FO "'the 1997 Report ...dOrd...
Memuran,)u", (]\.<nlfJn. Ih,I<X; ... IM....,1y 1." ......"'1·,. '''''", Will.... 'II tlQIII hal"".. _lIlh, 1.1'1"11;; ,,,,,arum ,as Ill, FCC was_aile ,n

,I~,,,I,,,,I, .., t"yn.nl I..."IH...."....~ 10",,,,,,1"'" ",.0,,,,,,,1,10,," ,,,~,~ ..t -4>"'Jllc~ny, Ih"u"".. '01111,..

h,"" ~rtttf [JARS h,,",,,~ ole '1.nl ..<! 01'" I"cn"".. w,~ "UI to.. ",~~""rl"" lo"l,llulr, '.uo)jrUl oIlhe <JIll., Tllmil/,,,ng ....leUll. Do\RS

IH,..n'iee 111,,, p,ch't>ohon "" tr"n"" ~'f 01 ',"'lIfal ',,"," nulp ",'<lr" ""nl'nu,nll QjmD..I~foo 41 11101 l"O\Ii",oo 01 'ifllelld .. OARS'llrvic:e."

[;"""d Ofllh,s 'ule, ,,"e t,elt""e 111,1 tile ICC wwki n,,"" 10 e,lher Iltl"d a XM~,"u, m"r\let Qf "hng. (hll ,ule. ~ Ihe FCC we,e 10

c/'.n... the l'ljlrenl rul....1would 1,...1\1 "tt,a cOflqr,,~-;oon.. '~D'<l ""lor, "I • m'nlmum, '.upPClfI, 10 a"Cld a l,,"gllly p'ex:.s lhrough
ttl.. OOUrl1. W.. mmlrtd ",,,,,sror1 <I,lhe b"dtj 11'111 ,au'..," qy Ill.. ICC \In,I.I ..,,,11V mQIJ,nll IOT"Ie. m..do, <lWner'lhop '1Jt... In 2002.

IJJ II m ......I,'~ b .. loo 1.,10 .lltlmpl 10 ubi .." ,,,.,u'''''''y ....P'ovoo., W.. ~e/jll"" III .. llm'''O arid 1'00rtlC1l tn,y t>.. lh .. molll
JmPQrl,n1 coo<,;ld",,,uons .n why" m"lq.. may nor 'llIla'" ICC JW""'" fltteau .. Ill_ UlItnocral'c I-1l1y tSlr.dl'<lIlillly nal a

""pl"-"lttf uI "",,_<1,01000 b<ll r411)~' • en.'" "'00 oIC"">UllI" "'111$, tt'e 1'110 ~mJlt>lIllc ",~'nb ...' '" til. FCC wwld _m likely tQ
vOl. ~!l",n... ';,01 ..11«' "1l1O mttrlllJf. W,lll thO 2001l"ed'OIlS com,ng upand olO!d1Ql'l procosu f'leVIrtQ elrM"" 'JeQLll>, 'Imey

d~""dy bel"" IlIle lor d'''''f'JI''I" !1J<j.oi" "~I-'''JV~I ""'" It,e ~CC OIh... 1~c1a~ I,kely lul>e 'n"uj~lld 'nany ~CCAXlJ 'PPfOl/~1 a
r~l..dlon "" 1,,;Ied In uh'DI! If>

Ed.... 1!1: Foldono thai "" 111-'\1 lot. IrlvoIvttd InIN FCC'. ,*,dskJn.=CrnO_,,":;-~_=O.;--------------

FCC I OOJ ApproWI' FCC I DOJ ~/4caon

"IJIII*c... ~c .. "..... ,'Y ., Il..._ ...c I:oog-....
The~h. """'n.<...... '.1"' .... '01/01: WU'ul.. ""'_fCC...". "",wnlll-, 1O~ .1lI1i1
]~"'IQ'No . __ .~~~"r...o~~Ihr~

''''"II' _;'lD ,.., ......111 y.-, ond _,bItr
h""ll" '''I........p • Dwmor* 'UfmI...... ~

1.... '~_100IlI"JII••~

TCrl._~< "",mcn~...

>'''''III'l_ lNIII "" "" ''''''''- "''''<_
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1~11,~Wl

The investor conundrum: Merger synergies seem somewhat reflected in valuations

s .. Il(IW' or ...." mel •• 1;ll..... )lM and ~~,IIUS snllre~hll". d.,dlnvd on."....ag.-5G'lb Ineildl oIlh' p.1I Iwoynr....tlle

IIJl>lP'd. fO! .."b'>G"ber 'JI'"""lh h..".. I..,,,,, rtt,L<:ed. MIKe 'ttr.:omll'f. w,d"'lPflllld ' .... 'y.n '>PIIWl~I'on '" the PI n IJIIfl fulll..d by

mllnllocmanl c'llII',"Il,ntlO'f. I'~s ,,",,en Ihl ';IIlln lIbove 'lind b..lowl IINeI. Ju'>l.Iled by'l/rdam"nlall. 1'01" Ih •• r ~, we beliwe
Ihal bath XM', Ind Sinus' eqUlfy ""Ill"',,,,,, ~ir.."dy fmOl" III 'IOlle of Ihl Ilk.. Y 'ynerglln "'. "If'rO''l" In addition. nlrrenl ",odI

pne... ".VlI m'- <>1' the exl;fl..ng&HllO <.h ..n", l()QJy(j on ·,m'lI,th Inll dose 10. ~(),050,,;plll, w. lind Ihl' ,,;01....lr.n"'... n.,110 nal Incl

'1"e.,on Whlllller ~M S h ....d or '\hNehoider. wwlrl I.nd Ih.. I,an .. cto<'" """'dive, ""en liM', 11Il9el". more ",,,,llIlI. and m."..
'oQil1lb11 buWle~

lnlhf loIIowlng ullblla .....~ .. 1'- roluwlng ""a k.., polnlll:

1] W.bI....... mll~ wuld liIlnl"'lII¥ ~~lI S4-s~ b...... ilv....

21 Ow fw'dIn.,...1 villlllltlo4\---<lut*l .dl .om.~'----lmpll ,St" per 'IIhw-. "'XMSR .ond $2.511 ~r .... oUllRL

'I Iny.llarl mUIIII prtlbdbll... lut'- Ill 01 mll'VW '!PP'VV_ ft lIIalUllonto nalke ",nerg...

"J W.bIIlew .1_ DUI. ufllw exped.d " ufpol..1 d1""~' w,.'.,.a mllV b.ptIced 10"0 I"'~"

51 XM "_ mun "owl" ~1I."1aI .... IoIllkeIV ,,,be m". II""".... ~r o,U), ~ ...... 'If(ltIo rllJ ....... 501!>O ~7

Ell'" '1: 80th 1I<>d1...... dllwn ~:>U"" In.;dl oflhf IYIlIWO ~...

....111--..-
"t"" -.or·"""_,,,,,,,"""'"

fIlOdob .. lh.llI.....
.qwo""",,", " ..ugh•__...... wiIh

• IHpJopDr1IM". EV..~ ••1....... _

l~l~ad;•.-
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We believe a n~erged company could gerwrate -$4-$5 billion of present value savtngs
w.IM"", ml... ,If' 111.." ~ 4nd l~rQIbI. 'iV"'~' lob. f ...~d If JlM ..... SlIb ""'WI III milV'. Thai 'iiIIld. w'*e un.
01 t.... pur....1.01 '¥'-U!" ._ ....,-...".,......11.", m"'" ullh• ..,~h.llI11. M. <II II d fl. y-..B "w4Y ..Ill _ d.p""'"
upon ..Iwlq, ..gWl. 'ilUl1Ik:oO I~ bdntIA ..nd ..hiIl Ilnq ~l ' .

bta:ll:"Amwii'd WftiP..·fOiiij-u_'''' rn.n 'hoi"' $1i-lJii(;l1-14~ -..Ii:iUii" '-in liiI-~~Wih IJIlIdI "'IN bInIfI
Inl .... hlrwafd yqr.
$ mlllOnS

n.

Sl-S

U.

t
ft.'

'1.1

...

...
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"truorv n.•wl

"I'llVI .ru.. ottt. peA.ntta! m....,... SilVIng ........m•• I,. XMMlll ~ka WllId 'Vllnt~ lJPlIr.IIl. VllIorw .......

,on'lll""'1Gn. In .....r loaau.n lor 1'-...". ....v... w.IM .." nv.'lII~ m.- lalll ...o .~ I'" ~rlItM 1m.
..ndl'~ i"llrlllli ,"",olv" InC." riO IrolONllDn 10" 1nI11td ,,*drum. Aw:Jm1n1l amtl~r could bscompletld by

'~Ootl ~"llih. wn,p·~I1I'~ wwld n'<"flIJ/<><Ju... "'I ...~",.l.>'" <Aow s, WII Lolli.."" 1"'l'CY ""b.... 'bols ..Quill ""'Old '''IIII",,",~ "UJOlI
Ly 201Q:.'Ol1 w.s 10"'m,n.l. Ih. CIN QI llj."'~ln9 1.... 1) unoqu IIOIM. Cgn<JI ....llOO.. W,"ottrn"'l .. merged <omp.... wllUld

~llU .l.IOM~1MI "'.. QI-$1 b-..n IllUJnll'" Ih.I'lJoIqI ..Il!';u N,.10 .. lI.....d ~1Um. 111.,. ,"I~'1y ~bll.nl,.1

"~,,..b,hl'\l IOlr,,~ "'li,.,,lIIl1, "'" ~q'mdlll ~w...m"~ '''pI.,:..,."",nl !II ,;a, '~day_,m' ~1flH1 '~a", bV [J"",... ,1o pre.rve ",.(s """.nly
_ 's CQI'le'.... "bllI 'hilI leqll'V 0£M ,.d,as cQl.Jlo ~ r"plec!J<J w,Ih DN\I""nd-pl.y "",ut'atlS btll ~~1lIy w~h • cooSll'luenl '.llblllntll I

'~""d'<Il '''·,ub'''''I .... clJUflt~ '''''' ...h,M I';)

Fundamenlal valualion yield. $14 for XMSR and $2.50 for SIRI
For uu I''''''''n.n,"' vdlll"'lDn tr....wurlr., WI 11m,*", ..........._... 01 ..... fttn¥ dhiIly'" BII'led enlltl. mllllhodolOQ)l. ~r

lundown...,t .... O\I1.ly y,dldl .\I~lu. of51. per <tie" lor XM ,lIld ~~,50'or ~lrlU5 .,'~IlY 1'ICtd" ';(_. fVIJuf>scrlber mtlfnl;l arl

",~blI ," mlllu 1"'U,lMr bu...""~!S8'\ t! "",,,,,n Ar<R.J. 1''''' ..,1:1 profil""'I,ly. <:hllm .•nd .~.l,d meln"', but nlll In .,any.
hOI, '''I'ld-IlI'OWlh b..""e_. I .... ,,,,hit ~'tJ1

ahllll: 19' W,lMhvl lhe 00IIIl: lol........1Dn ktgaq< 'I.lllscdII11l ""00
'ept_menl rotIl JIl $ boIhonl

EJchlbll 10: W. "'" .. OCF .orNtlV- .IOU prlmlll\' v~ millie
$m,H,on$. ".r.IIPll:\lIr-~ .." <je'l

Estlmaltd r.pjactmenc r<ldlo co,t n,alntitlnlng subs,
stma uI.u;n rtln I
OEM lubl
R'flillubi

chum rail (monthM
OEM~ID

Retail~
t.tlmattd smUt 5ubicnt»r••ftilr chum
OEM~

Rt'laiI sui»
COlt per rlpGU",I" radIo (( par r~diO}

0'.
H..~
InstallatIOn (2 ~15 lalla ~ S'fO p!W tuK)

R.tallE.Urn."" r'p'lc.mlnt COlt In lDl'

10,001
~,D7

~.~

;''ll>

"..
m.
s1~j()

5140

'"51,»'

SIRI XMSR
Terminal yr mUlltple (X FCF) 109x 101x

Impll(.'fJ rCFPcrpt'1ual Growth 35% J 5%
I'~ACt 116% 1204%

f-lV 8f '08-,,7 C'qut~ c:JSh flows $1,352 $1,745

._~~[~I'!':I~,!y~e.a'7'va"'",,e,,"-:-ccc;= $2~,~16~'',-_--.,$o2~,4;;63~
PII (Jr '00·'11 reF "lermlmli ~r""i:llue $3.513 $4,206

GlhE:!1 assels (Including ~JOL) $535 $542
1,(Jss 1-'11 ur Outsldfldlllg O;;tKJrlS ($2:0) ($118)

"
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Our probabjlit-~-weig hted approach Ytfldl expectl!d values 01 S15 for XMSR and $2.15 lor SIRI

We hav" rev,,,,,d UJt 1~ month 1>''''. l~t'I"1S ICI' ·.Il;w"s L1! XU <~~h,M. f<~dto ...d ';ttl~1 ''',ellil. ~~dlo ~S1"'1 ()UI' probatHtll!l'

"~HjIl'ed ''PPmIIm ,,, "'" l~oOIIm"tl'.1 Ix;r be",d v.lIuel_ y"''lus It!" ~'Dedl!d v~lt.. IlPotl ,n",9'" (we htblblt ]f). Our new pnce
I "''let...., S 1~ 1<1t Xt.!. ~p 1f,:m III _.",d 12 !~ lQ/ SUlus_ ,lown 'rom SJ.:AJ In "HlVlng 01 'lY' pn..,. lltQeII. -II" hlndlcep the

",nwn,"'menl of e rn""l'" P""' ,r, .,pl m v,I""". ~PI",,,,~I...... ,., It!" ...... 'm.I"1l "leen.. oil I!u'whng polen"" "er~el. w•
• >lfrTIlIle It.......',.. " ....Ill U..... klCOlpllnll. --S1_~"SJ bllllun olOLll' ~DJed." I~bIIun lnpol"'" '¥,. .
1,1dude Ih_ .1_a"I." wi,. ap<l5Wble """".... ';w'GII Drlr....... "perallrQ I....raoe • .mil ...... prIoe volalily.

>- 'u - ..-. e._.......~.. v..._ • ........ v••• ."'..... .......::.."::'..
,,- ... >11l.. ,-,Itt ....J

> >
.u

>q

'...... ,'...,. ....._ ......a:. .....,".... ..._..................._- -...,,.... "'_.,.....- ......,.
• - . . - I- "

" "" "" ...

"
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50/50 exchange ratio seems to favor Sirru. relative to our outlooll
w.... u.... XM,.~," ..,EY P/"IInUn loSIrlus dnd Ihilll'- CU'fInl ,~........ ydluitllan 11 .....""14 1l'lIllYH millln,y....... ,.. loU 1"""""

1) XIII hal .. IarUlf ~r b~. luda,.

21 XIII hal 11"...... poI'nII:ll Iu,growlh <llI 10" highit' ~a'" '" ••duriivlI OBI produllIllrl d"'lmlf1ll~ wh.." W. bot

Ih. '00'11 j'lIIIOIIiIIt '''1_ "'h.... ....tI \lI ....1h, h"... y"w

31 Xlllh;ft .. 1.....r.Q)llf Jfllln.............~.buoII... ",..u.t, ,....*'" XIII~ 1M\IIf bu!ii... ~ IIIW'OfCh monr 00.

per 'dl and .ebmlll:. blI_

Ingrul., ,'-I ..M:

'01<111

11 5.-..0.... b_ XM Odl abotll 1 6 ,11111"" rrtUI! ....I:...'''bl·'' thin Sinui. "nOoflg 2008 ....~II ! 625 '''illlon, cunPlfed ....'111
::';.nul .16(124 m,l~on ,'1<0" f xhob~ nl Wilde ~,,,.us hu' 011 ..;1,,"'1, .<Med moll' "et ....b!lUlbe.. lhan XMI.le/Ojo. WI
1",11I"" ""Jd'I ,,'lhI ""I ..dill ."I......~aVl ..." b" ".j.l/oo~"" by ,_., .luI.d .. IbID Y.r. ull d 'fll""- b_......... w..,
5.... II.... III"'" nm.d "" I"w.. ~ulI!ialbrI" .... 10" lunqM prOflKlfIonll 1potOOdI 'Ind .M1....... uQlbw
du:tU'lng P"""'" 'KIf~. '" ...llf'lII<antlr ,11!'e,..1l l'Iodud ull"llng Ih,. ,.nla. luw., <hJrn On. lTOS
bd5lS, whtd' "nr.", I~. l>ttll.r pro.y lor rT' ..'~1 Pilllelrdl."" .."dlrad''''', XM.tdlJlod mo'" "ass ""b""'b•• "'2006 "'0
WI' r'kely ,',""n,,1 ,,,,Ig '><11'1<01 r.holJII\ ;'~'nn<l7'1

=o==co=c-==-::;.

"
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1,~l1.;OOl

II XM hi t.I'.r-lH"'llorw d h ...,*,..n Utolil ~"D.m ..,.. wv.rlnq I" 'n", ~US ....o ...... w. t>"~ ,, It'I'
' ....rn""oJ I, • .,.tl~II~~ ,~'JK' · 011 'J,,~ I,,"n ,,,,,,,1 101;1 Pol !."~,,. y..,wi;,!l..oJ, '" ",,,,I',_hn'l Ih.. OfM ..t"">o,,1 'n''' ..,~ th"
pwubol", ul ·AA,;e~~. W.. ~'illrn",,, thai AM', OlM >,II.n" I, ',..n .... 41" ~l>pro ...m~t ..1y b6%of ""',m_"d annulI ""to
>'0111.... '01' rd~l,v" 11)1"" I)"')'" ,4""1.". :~"u~ ' ...... I.J"loIl 13)

-~~
' ..

i·~•,,
•
i
I
~

- --~rU

w. ........ <IvtIin .....' OEM.......
t.,.IlM.b'l'-U...-.. IIy ..
d_.... gnr...dnel OEM"d._~""_.'hI ponoIinvctu'n ,.... SInu..

- --S,nUlHI.~\lTIag) -XU

dD 803165

'0"",,'"
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'tiWarV 11, ~'OOf

Wlh~ '*"'IIf wNlc:e on• ..". <tun~ be lUI..ant•...., e~ O\/ltf lime

WelleN"", liS llllel\r In.l SII1.Is' •.e <Idd lI"llWltt prollll w. lap« lot.t\ed lhe lmp.:t aldlum wi'*' '1111

lII'odeI, ijledlkdlv QUI <tun iIfId _r*In. We httfll'v" H••I S"I"~ nlll .'/d ')low'" will Ilhllly ,Jedine """,~e

.wi wnp8lllJng OJI M rlJmp 1~IMe IINedl ollis UHIl 'lUb ';a'b....' com,ng ~ lar ,;onv"'''QIl u c.l produce<l J11UO!l

<.n,l lOne er. "" lutl" mu,n"d. '" ,liM... W<IIIh. w. b..hev.. ::;IIIU~ has"<:( ......n lh" rull ..fI"et uf eIlum du" 101009"
p<lm<:(,QIllll pe"ods.hd dIN..r"nl ',ub"O'lbef ;1~oountIAg pollCin lor IlsCfM ",boalberl (Ellllbl 26).

M<n '~eQfjUlIIy, ::In"s ""unh arM ·>.lb....,.tlors H,e VChld" t~ "llIpPlld h~ Ih, r.d(ly. wh~e XM count. an

01 M .....tI..."be, .,~. v..l"d" " oO.A<J.-'h, ,,,f,..., v.Modes '" ca' I<:(s wllh Sff'US '.dos w""'Ag lube o><*l .f."iI
'''''''IIdered ...b1crlber, WItIl.n""'rn"led Iwo- lulhll'..month welling pellod Ir<:m 'II,pmenllOSllle. otIQ1lg wll"

';'"U,' looQl" "''''.Y'' I-'f<llnollun" l'"nOlJ. j I.h..~ ,mywh"", Ir"'A """ lo.olrnUlol Two V"." boIfore .. &litI. o~
",t."",bIlf 11'"tI.. .....-..<I lor <"""'''''1011 Ilxhlbll ~~\

WIt e..lmilll. ,J'lIlJYflaIni ramp n 51rtut \tun In 1;11. 2007 ilnd 1dJ.¥•• lODI ... 101. PRImo!: klneI PeIIod
.......lW2Ibe". '''''A <:d''IIJ'ucluce<J n2~ .,Q 7001 wmlng UIIlor _...., A,"'l_n InExhlbtl 26,Slnu.
,;hl~ned oil -:;4....UOQ I..w.... ",bso'bell In }006 lh.n XM did In 2005 '..... /1I111IAII ..m't", 'iJbSlJ'1bt1r counli.

&1'itII 21, iiiiUIIM. "DI ~..........hi-r....,rfit'~·i.tUnbe.:;;;.Mi 'i;;'$-iOr""':;';~'--d~p,-",~iiiiOII--~rlUiis-M.d<J/T.,;<i-d....1bw dCOtUlIlniI lhan xi
:;~bscflbers In mj~"'1

"" LOOj ~0Qf,. Ct<N$ fUb addli 2,571 ",~~J

""""" .... n. 1421 /161
Net 'lib ,.ddlDonl T~69 ~ 695

E,"'--' liM sw.crlbww 3,221 5,931 /,121
Churn ~~.. Imonthl'" 2,VI\o 2:% ;' i'llo

Yll7 7 ~"9qiiL---'.
N,t ",b ..ddilon.

Erdng .... 1lJbIc......
':I\umll.le'''--'''--''I't)

l~ 1O:QU 70l!!1 l!!1OJO
44011 ~, '06 ~,t83 0,151
]Ill HOi ",., 4651
, FI2 1 roo ~ ~O(J ,500 S..... a<:<:OU1Ina
9,JOO 11,000 12,:100 14,000

paley and Ior1QW
~ 1'\10 c~'lb ~J% '''' .'III'lIQI~

pellc* 1ft". In iI tal
4_~78 4,1112 5168 'o'lI ••Ur. reParfed clUn,
BI' 'm JIll. ---T600 1600 1,400

10,IlOO 11,8Q0 1],001
24% 2 ~'If, 26"

-------------- ---
''''"'''',J"",, ",,"" "'_-ofl.- ~_...",". "''''''"''';
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1<lIlr""'Ylt.~WI

II '" 0lJ/ ~,,".. ~M '''~,b jw~ 1m,,,,,.,.., 411~'I"INn r"'~I'v.. Ie:;'" U~_ ill .111<211100 '<JM~"'':l l~o1~ ,",UUllllllJl ~grltt'm..nll th.l
J'<lU'll fijl"c'~'''' .,I,or".., 1.~I"""l~<jOI ,,'r.,,·, ·.,1,""'~" '.Jr>,te<l :~~l .. '_ ~M'.IlI;w., .-IM'" profile .... Illt.ly m ....

",<JIll '£II"'*' <JIl"r"IUl ......... Ih•.~_ Sp...jfke.llly, JIM~ '.ildl "ptrdllng tJr.....wrr '!lOOI'lIIl" ancl wlIh ;I "' ,

~ ttl," <*.III lulu w..- ..IN:>,bw 4~1un """'. <Inti.""" ~, 'llIb pr"'..bllly (•• Ed'lbll In

'"'
,..

(l'40l j

"

"

lOO1I! lOUIE lO111E

XM SUbs 10 ~.ilrtJs ,->ubs

Z011E roUE 2013£ ro,.£ 101~1!

-XM EElITDAJSub -Sinus EBITOAJSIil
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f,Uuary 11.:'007

A possible solution: Wait to merge, work together, maximize equity valuations

BY our ..tlmaltl, ~D-OPtt'tlonmay hll'" th. hlgh..IIIPt~hd ulu. 10lhar'hold,I'J
Co.CJlllllhon Pfll!>lll'\l'" 11011 ,d,m ~~'Illl 10 rllNIID ,no", ~ 110.. "",,"e1ed mef'\l'" ~V"'05 IrI ,,'hill' "'c.d., 11011 campan"" can '!l.'llo
rntla Wfl.rqoes now, .00 p"'''nlla~ ''''PfO~'' u~on ,he ~bll'ly 10 ,,,~II~ "''Jllllonl c<>lit '>lIvlnqs ""hilI monetIZIng thl.v,ngl

8~dIl,blll Vi. 101111 ",·"ket'ng, ,!''lInbuhon, <;C.oUfr.lnQ ric WI hell ..... JlM.ond SirIus could ...... ld 'l'lIuhlllory "Y1_ and worll

IOgtlhtr 10 mlllg"" ~om. olllllir "bvloul o ... rtOlPplng ..plKl.... ~ul:h •• Indullt.y .Wa'."I" m.ktll"g g, cilll
cltfller oullourclng; by oong "''''II r,ould "'II -:'O~ ul'"dlI luth.. lundemll "'III ',aJu"l,m <lfuch mrnp.ny ",,~h kltll m.,,,,,.1
"'CNlIn..... nWi (ElM'" 28). OUf ~",m.IU rio nol '"'XlfllOf." ""y loOrV"'9I 10 :;p"C Ih;ll may be ~v~,lIIbll vii JQ/nl prodU« souron g

"Ild ~nbul",n

We tlflhlvll 110.1 Ihe 'n~lo"ly of Ihe l.d""".1 'yn ....".' wuld t>egon 10 boo , ...~ ,,:\--4 \1'''''''. Nn,j ,111011 oomp...... CIIn wall
h:>gelher ,n Ihe ""'art h.rm. ,I w,M ,~Y lhe Ql'ounawak tor Ihc"''1 10 ",orll logelhllf on la~r 'll"IleS ojl JS technolOOl~1 InlelJ1lllon or
Inl ...oper~bl" nIlVICt!\, !t••cIJllV mUlmltl"lllhl np-eled villul 01. mergw 10 'ih.....oh:l s In (~hlll" wadi. "mllfger can
'I,n be done b~ Ihe lime ""telllle, vlM ''''V',"8''' IIfld P!'<I'I':vnmlllQ' <XI" -"'VlI1qs ""auld beCOfT'ltl ,t'll.zable "nyYill)'

Eictbt "2i:xiii ¥.d Sl.1U..-~'''';.. i";;;';'''' -~Iid-w"iii, -1.hiN-tu-ji.oiilfnj,. iti"""iiMdfi:! V4....
s ~!lhul1~

,,0

._,o_••!,......ft.. I

,,
'''''' I ~boll:l
~I'~fflllf....,

",. l". f ..........
",

...

... .."~=-:-.,'--_._.~ ,~r-~..c.u""ao ....... _

... '--=~'""""'''".'----------------
, ...~ 2Doll! ID'" XI"I 20'1211 "nl 20UIf ID'OI
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letr...., I I. ~'OO7

Risks to our 12-month price target

Up,Id.;
Ulllm.t. ",le~lfe ,~,.o ...,~,"''''b.n tI~'V""" "I....!le' Itl"" ""t U!'C'''IJt,on5 ..nd " I~R.I..n Urn .. Ihan "'I"'ded ''''..!tdl

,',oqntmm,n<j ",,<I "''ilnt>uuon C<'''ih Ilm"Oln ~l (ll" ..nl I.,vels or ,,,, l.II .. _ ~n"",ng '''-.h !low ~,e"'~..n '>Oaler Ihln our nlfl'f1ltl..
,nd":ale

N~w comp..ht,.. ......'''I(h I~il 10'I."n t,.,~,,,"

Oown,ld':
A me,,,., "'''led.o1 ~no1ln.. 'I,..:h 1'.,1c ,j'JWnl.., ,",vel, ,,,"' ..,,""' w,tn hm,,~m"tll,,15
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I"*"'-; 11, ;001

Appendix: A deeper dive into synergies and other merger considerations

XM/SirM merger would likely create $4-$5 billion in synergiu. but some seeml priced in
Slnu ,*"pfo;ochlnla I....I~ n ..... 'ng lunddm..,l .. ,,<IluMlon In 1.le Octob_. m.rg_ ~pecUlaillon ~_I Vl_U of ;eM ...6
Sirlu. higher dehF,lIe c./nllnued ".y"I1". lunll"m."IM lrend......d no ch;w'1g. In Ihe oullook lor 111. radlo.
rh"r"'OIe .." blll,n" ","",",,,<, at" ,tI, ....tty lJI1<lnq 'n Ih.. "'I""ct.." "diu. ~ .yn"r!JI"~ I" Ih~ 'i1IndtI. ..hodl ..s,mel. 1'_11 s.SJ
t"lion !}\I Ih. APllfea"llllfl ," thll >I1u,,~ LRpenllnl; Ol1lnl "~IU.llon rmmewcn 'm",~c:n ..rl u5ltl1l..... b"'II\I, IlIIh« lh.

proollboh~ goed lOd me,(}IIt dPjlrOlII 'nd ... """Ioon dQallul -;yn"rtJIlI' "IDll hul' OIth" ~b~I' ,,;>lUll ~syn"fQln ,,100 hidl
HIlIH ·,ny "on~n.'. ".pedal"'''. 10' uow"'d <II $ID·ln bj~on '" 'Yll"I'QlltS YIII tob. pnced ,,,10 Ih' 11111 ...1 m-v b.lN.~
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~ ........ \1, ~U117

Syn..gl..: W. b.n.... Ih..... llk-'y 1."• .tIld I"nglbl. ""n.rlll" 10 b. ' .....Ind II XIII 400 SI'IUlI WW. 10 m ..g••
Tn. SOlfd, wnll. som. POI.,II. s"n.. "I.... ".II-q"''''''lIIIlnQ, most olin. oppotlulIllt.... d.p.n...... Upon

u«ullnll 4QMnI" "'qlllfl'.'1 ludmoll1Ulc'" b ... ".,~ ...'11 ••ldblll,"lI fln.,d'" "I~clplln•.

W. bfil••• IIlW.I'J'" lllll,. vp.'''' IlIOW III cun"."'" Ill. rulluwlnll "yn...l....I,....on~I".flng pol ... ltill syn..g''':

Technology: W.b',...... thai llOOlnb,n.......lel*l. '~1lI0 ,;omPllny would ..,11'1"- h8velo(1) opefatll Ddh -.alelld. ~lIIwafllll ....I~
~~h.. Ihe !cOlley XM Of :A-.us ,levi""" 'U. o;.hUf~ed 011. Of ,21 'lI~d ,h. ,e~IIC,,",,8fl1 01 411 ""'-lflQ ""d .cttv. ,adios la wnld'l ever

","'.lem, ",11'1" XM QI' ,;..'US wu.. ·..."'d." 10 ..",,,,,,,, \'V'ln., "Uti., ''''''''"'''10 dO ..... '::allemplol. 8 c<Jmlllnllll oomplny b.mg 1Ibl1l 10
lit-tift 1M entire ....r"M~. '8d10 ~o:d'um. U',L"\I'm "nile, 11'10: ,,,,,,,11_'''.. ,,, "'e iUf\lI"'ng ,uon .:on ooly be PfOl;Y"ommed 10' "cefVlI

Mil 11'1. "Illldrum. Ir "Uf Vltlw, IOf ItllI met<j_d comp.ny l"up,,,,, thll""llre bandw'o111, nllW p'emlum product olfennqs wCUId
need lobe <lev"lope,,1 4~<l m~rketed 10"'plOIl Ihe ,"a,,~"Ied n.n'l...."~h :""flnti31 • ~,npO'ill,an leo lInu,rt....nd f.r elf tobll

,"corporlll ..d ,n '1l'\I"'~Qrs rnod1tl~

XM and 5",U5 wffe"l,.,. OperO!1I nClu,"vlI .;...... ~lllIt'on' 01 'l"".... ncllf onOUIi and q.o".I~1II"f •....I.I'"e' e"eII m-.:.<:ti:lIshllg 00.

hYll ol .." FCC 'IllI<1tum ~1I<lL1I1,,'" C'" c<""v",'>101"",~ "'tlh mw,;"y .jj,o;lYll ""'lI"'II'" h''''''",d u,;l", bC"lI....e Ihlrflllhe r.doo fIlOlJII""
~nd 'l'ound '"",,,.oIef~ .'" ,",:umpalltl III b..', ..".. ., I The 'UIi I",s ... <lllSlgnfil ","alkal"" rll< Ine angl .. ollh" ~o-'1nctl'lJIlOUlI

(I'''J') 01 ')l!<>--""loun•• 1'1"""1 crto! ~..tt",,,~, .."d 17) In~ 1"'!J lct .. 'Inti ttllp.....S 4r"'lln",j ..od Ol-'Iunond fll< Ih" 'Pealk b.nd 01
';p.ctllJm, w~h pIIvsc... 1m""" ,n ~laOl 10 blcdl 001 Ihll "Ihe, hall olin. ';Plldfl.lm oS "'1111 "suthe' o.erby ''''QUena.... AlltIC u~ .....

I ..1'.....11 Ih...qulpm"'11 ,.llh.. 'lruu,'d ,slll<.."~<II,bl.. ,Ju .. t"I,,,roho,,'" 4,1d "'It......, .. I",,,,,,hoos. WII h....." """n unllrbl. to 9aln
cunrldence tn",! tnll ·;at ..t1~"s ,n Ihe 0" a", I"rmlnalty '~fucl u'attv .ncemplltlbl.: Ih"r"lore "''' 4,;Qjm" lhey coold be fePJ"OI)lIIm m....

'emOlely

Culll ..... : In >IlOfl. ",,,,1,,,,1 "king ..no "," Itt'y .. lo lh. klnll'l<Jm ~'" n<ll Lt","p n.. <:om1!,,1~"". I.nd_pe fa <IOOt"nr ""Ilhill In"

....!""it" ,.dO ,ndLt.'y hu h,"onCllNV ~""" ll"IOll ond w.. ",p"d 1110 r"mom 'lC. W" belllIv.. a_unmg a m"rlllld comP.ny
0_......,101", tI,. "urnp..t,IoOO I", cUll ..", .n ..v no ,hUl1-''lhl"d A'i t,,<MoI 0>11 " ....clII" and wnwm""" .fll "bI" toean""m. mobil.

brOll<b. coni"", "III mulIl9le ~"II""'V m"lho""...." bellev .. ,.:omp..lrhon '0< conlan! coul d -II'ft I,om X'd .fld Sinu, 101.flIII'
1"d!ncloQy. ""1""_m,,1l1 ur lolecommun,.... 1'16\ {".IlI"""". wlh "'''d! de..p..,. 1J<XkIIl~. AlIhWogh Ill" ",,,11 ..elTK Ilkaly loheppan

reg.rdl.. 01. me'll'Ir, ",e bul'e....e til" .!!cds cwld b\! ""or$ll und. r. m\!l'g\!d seen_flO. IS a -;parIs rrafld!I$lI la d1het cenl8fl1
1"Wider) may nolmll. I"" b"'\liI1Il wJlIl xMHnd .')1"11~ I", ... du'llYe ...I",~~. "dlo bfOf'dCllIll U<jlli, but '.Ihe, demand h..... r
prien by pl.yinll SIIllllhl" '~dlO agflll1l1l 4 relecgn'I cparala 'or hillner ••du.... mobU. braI<itlIlIl flgllil S",II_ 1011'1. OEM

,\!I;lfIOflVl'''', mOIl eflh. m,,","_1 <X)Il\efl I .1..001, will lw ~~D<mg m on 'ndlVldulll b"".,!h.".rorll • rne,!JOld OllmDllflY wwlrl blI
,,,qu_1td IOnllllOll.t. ",'11'1 um <:on1""1 PfOll..... ,ndepndllnUy
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loVuaty 11. ~Wl

OElII: our tonv",<>;ohon • ....~h '''''l'h''':or, ,01 'n.. I''''JIII Oft.l, ~n<J Ill.." ';UPP~IIIf1 ohdlc"Te Ih"1 OI.M~ are mOVlhQ loward P".....idlnll
~!lIv.",... '''lAlls ,.,,'1 """PI"'~ ror hlull,"~'lIi1 ~'lJl>l)Ihon" ,.oo'p'U"" IODl'''Vlou~ rr .."<h IJlp'ovnelery 0:1"""" W'illtfTls. ~llIelrlllnd

.'"",e,_. "'eu..l"ov~ Ihwl U'''''''Jo,J ",1 ..11,1 .. I~I~O ',U",,,U") wuullJ """11""0 loll..ve !opur I... III 1J' .....nc:e n(h" rJ".nbaIrd, JU"'
usXM and :'''JlJS <:l.lfr~"1fly </0. I,~ "'" ul1<klr·hh'~no· ,l';"art <>l n'.... '... "110" "QI' .,T1O'hl. wdll !he radio C"",pan.I, Ihll GM, f<Jfd.

[Ju,ml", CillYo;llll', .." ... I'MW h,.ve .. ,ec..,v"d • u~nlJ"',.,,.... <J/lev""u,, "",..'s ,,, "'1udy 'Jr.nls ~"d Her'''11 1111' '''c.iwlld .ot I",...

'''lUIly QflInls roon<;<Jf!JOflIle ""1,,111111 '-ldlO'l allll. o..~",y ."v..l M''>5Ino h<.rn III" I'lil 0' rllYoll whldl w.btPMlIV. wdlll.ely r_v•

..II"".. 0;01""' l""el"I'.,n,pen ...hm 1",.,...dJly I,,'he ~(~m "r,je,i""lo<i ,.."",,"'''''' ;'f<ro<;I,um "lloaolo,," '"'''''' oI"aoh ur-lodl
AnllCUlllI We r.cOQI'llo!l !tal" m"'Qed ·..llIlIde ' ....0 cUfrp"ny "'''iii d hi.1y h"v.,nau_" b"r,.."n'hll plMer wllh dS r1IlIlnbulas

,~"~,, Ih" 0"",", dudy ......~ .....". v..~.., 1""'''0''''',1 "'1 ..~II. '.dlous .n <.>pII"", w••r~ >11111'11""1 Thai malll OEMs .wld dlv!.I.
J'lufltnglully !rOll'l Ihe" OJ".'" alT".m~nls when Ihey com. uplor,.neqollellon. As >floWn '" blhlllll 31.111. VarlOllS ~orl...e"'l

.. ,Ill Ih. OEMs .xpwi ~l "ull\lllrftl ,Ilt'" yarS lhll'''!<Jf•• '''''''JIId """,p,,"y ..wid ;IoU be'l!QUllllld roneq.oll.... wllh .od1 O~
,nd.pernl.nlly.
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'l'JlnJ;MVll,:'OO1

other mtrger I:Ot1lidtrations

Polton pIli rUin tlut the Idu of iI ho.tl" hhour
In our ",_, "" XM ilno '"n"I merg"" mu!! be o;u~l>Q'ted lIy bOl h m.nayeml!'flll ,).Ie to I pOl-.-pIl1 c11t.. se In XM'I 'ihlIreholdw

,,,jfeoml!'fll. Undor Ihe ~QI'o~menl, I!~ bcnelloal """ner wore tll<:fO!ili 41:>% _"ef"'U~ thre'JIal <l,tho poisgn ~I" Isa<.tlvltCld.
,>n,'blIng other uISlIf1!j1 loIlill"enol<)PIS lopun:J"';1! up lu rwo tIme s tnl! "IIUo of ",,0::11 I~<ill {curfenUy ,,;lJUed ill $50). Thil would
,,~ulo tile ..cqulf..... owne,,,,,,~ 'ld~O. mJlJong ,I ~roh'D,II"ely ",p"n'llvo to "anpjdo "lron~CIIOIl wllhout m"n.oemenl'~ bo~ng

SUblcnb"r uco""tl ng drtt.r.nctl-W hilt WIll ttl. comblntd lublCriber count be'
XM Ind ::'<f1ul h"ve -J.Jb~dnhaHy ",""rent ...b'iUlbllf ,~c'QJnl,n<l pollQU lhdt wOlJld ~I!e", lhe ....bSQ'lbllf OOUnl r:If. me,Qed
""'"r",ny M...." '4J",.Jtil;..1/y "'"... ux",h CfM .... tJ...uooo,...... v~hl"10 " ..... ,pptod I".., the f,,,Jory, Whole XM """nl. "" OEM
·,ub"'l',ber 00101 ""Ill,;" ..•.;<JkJ 111115 """'de,, ,nca, IOI~ N~h :,"'U" r.,UI'" ""4'1""0 loW -."dil,e "" wnHe,ed "'lb1cnber 1
AOh<lJ<lh c..."n".. tln,IJlmnntal. would n,,' rJ....nge, Ih" 'lJ""" 10< ,n'J"'ll,,,s would ..... e,lho' 8mll1 ''''ould hltve 10.0'*1"-"

·",b·.alber """nl Uf.~M "'oulO navclou'lW'i '~<h ''''b.....Tlb~' ~Io ~<r1lorm lopd~nl'll 3Jnl0ll<:lllle<l 4CCUJnllnQ methOdS.

OEM p.rtn.r. are bottl.h.r,hold'tl .nd p.rtlcljlantl In rtvenu, ..hllti rig i1greem.nt.
n,e m"I<.:OIIY <Jl 'Jon'I,~>t,C '~!<l ""Ies ..,,, ~fO''',Jo!<l loy' it-M' w,th ownm'ohop 01 XM ~n<l ~'U. ~IW" nperllOllWlls ., M'I ilnnUllY 01

reven'" !Il,,'n~ a<l.""m..nt~ w~ t.t!lwve l.1 M' m~y 1.>.. ,,_,urK>U~ 10 ~Pprl1V' ~ Iran"'d"," ""lhQUI (1l,n"'..Md illTd Qf gu• .,te-ed
lutur. IJwrlil;lp~lI<r1 ,II '''''~''"'' .."oj "qudy "";,Ih .."oj 12) '''flU! "" Ita> 1",...." o/t m",.,. .. 1I<l whld1 ''''dl~ will blr u!iltd. For
~.,ompl. 'I~s ,"'a"""abltl 10en""!il0f' co .,.;,n..no ,n 'Nhldl an t;·f.M. wno. ledlnolO'b' WOUld OCI rellrltQ. would cDf'OSII tn.

Iran_dlOlT a~tund".. loH riMllos WWId In.., OOI<1"'.,le" Int IlI,g, ptralmllgt! oIr:ar9.
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Estimate revisions

I <hlbHi ):.!,md 33~hQW dri~~i "'our ~'oIlm~!. r."'''''Jn~ '''' b.-h ".mpHn,... Ihe ",,~nQOl' ""ed DlII' lowered \Ubwlber ""tlm""
r1<7Nlng lhrourjl Ill. n'o<l.,. A, Ill. ""'Tlp,n,,,, 1,,~<Jtlcd nel ."J!UIOOS below ""r loorlh-,"nule, "''1}ll6 .... Im.las ~"d ....a O\'lIped f .....'r
"'" ,ddll<rrl "':.IOOi' ,md ooy",uJ. oor ..<pon,;o, ~o;I.n~ln ..... 1...... ",lOI1, 1~ .... 'llnlil InhlQh., 1R>
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'!trtafV n, .1ll1

RegAC

I, lt1 ... WI..~•. aA .h...tClycert~yl ft.olaN ol,h ...'owo ...~,'"ood ,n Ih'·.1 "Po'I":""<ll,1y, ..t1""mY P"'''''" ........... .ol>oUI Ih~·.. bJ"<:f<ornp yor <omp... '.......~ ocr Ih,,"lJalm.... IallO clfl'llfV
'h;lnol/an.., myc~ml/"''''u_,,, 'I, ..... be. ~• ..."IV." ",ol"CdIYlol"'IIQIU (f,....p...,J,.."'....""... fU...U'''.'' "-' ••p'",_ rI",,"' ..

Investment profile

Th .Golldm... 5;IcIl.lnv~"'..,P'ofl'-PfOVld...lnv...rtNnloon, ••tro' ~ " .... ,~yoy oomp..'nll...... ,nolm ' '" ..1·....,UI~:I'o ,'e p... g,oupand m;lr~ ",.Ioulk~ 'IIlno"''''...al'''l:
~'o""h111I1,n.II\ulllpl...d .01.llIly, Glo""h .ncUrn ...d ""'. ,pl_. ,n 01•• 011 t ...oId 0" co mpo"I_' , m..... 00"108'''''' dll""",,,.h.".,.-Il. P..<... ,'I..""ilI"lJWIIftinth.r....,;on'.
' ..·.10"""·· ·
rr..p,""....c..tul o"'" _hmll", m~ ••y ..~ ... d,ngun 'hof,,,,, ... _. '''''U''''l''''U ' ..."""hu'lhp'ol .."I d"l'p",........ 1..1"'_

" ....In'•• co"",,,,,, .. , n"'~o ...""'II.a...cu".. tY'..•• """"''''',e,g ~ I'~; lUnDA RP,o., " •. ~"u,,, y_ oupr".pOlC'''_ggrtlQlloo',''au"",..m"n <.,," ....._ ......; cax:t
~CE....dHCE ...."....... 'tomp""'''' "n.~_."""'<I.;I"""O"'.'oo,.g. I'It: <iI' d..dyoll<l, EVIFa'. [VIEIlITO"'t'.VlDACF.I-"it..r&ok .o,.",n. ,I m_l... aolr..lilllI'-....,""'h
.OI.~rtyRlu,...llloldrr.ll"",

Quantum

QI..lurnll Ool""'..~.'propn",orydlta,nepro.,dl" "'"....10 dl!l.ledftnane',hl ......... ,n ,.Ior,.. Ie ,,,,nt_d '.'a•• e" bc u _101 '''-d'''''''''~'of • >Inglc"mp.,y. O'IOm'"
,omp....Oneol_ <0 rnp.. 'ftjn d,lf..... tuclo ",..dmarlc"'.

Disclosures

COVIntg, grauPl" ofltoclt. by pnmuy .naIYltf"
llIartlNl ,CFA Am..c. Moodl:o, Rad....O T\l1Iro.O.... lng

Am ·Mood.. _ ....<I IV Brood_lngOUod. llro.tc.'1'''~",.,<1_ 01 .." oI'-'<Im""''''t''' ,,,,,.U... 01.. ","0" IOoortloldil go. Col RIIcl'ofl'lc.. Ql mulu.MoIli•. h •. I'mrn,.
COrnm '..Uo".EnI.coIrCo"'mu" l>anCOrp .. fnlr..' nComm~"«.'''"Corp l.om... AO''' ..."~ .. L.. N"l>on.lrlc ,R:odlo et>t"'C. S,nul SitIlI'ltRaIl''', nc .. :;p;l1'oIlBr"....c.atlnll
:Jilt,,,". In•. U"..I...."COmmun'••lOn Wnlwoo0, c.. )( III ::'«illII, Rodlo

Company... peciflc rtgulatory dJlclOIUrn

no .'pllo _Odloolo...,_oI•• 1o "i'''''" o/uptHllw_ Th. rloldm""S;oc/l. r.,,~~ ,",,, ''''.I~", .,t~ ..... ·OUf<lm""S:o<;hI"lMld tOmp.....co....... cy ,noQac" ",.etI",.. IR_cn 01....""<>1
GoI..m.. s.m....drol 'tdlo ,,,In'Sles_dt

""d,",", _n."""' t.. '_'00' "" "''1''0 ~_OO"~.. '... 'onfo,,"...."'... tb .. ,"onll.......'" '" ,,,." .... ] '''''''I".·']riu.~l401l'I.Rad'o h' ISJ n31 .."~M Sol.'hlbd!o(SI3"'l
Gold"''' s.Gn." ,,,,,,'m..ttl"""''''''''''''''' .lfI,"rd'l.o".I"I"h1"".,n.~ ... 1~ ""'"t~< lh AM ~.M. _00 ,II]"!
Goldm... Soo<n.m m...~. ,n Ih ..... "h.. Sl,Nj.::\;IIollrl._I<>.h, ,1:1031.'" !l,M~"""t._'o111],"'1

OI,tnbutiOftof ....tlng.llnu.lm.nt b.nklng r.I ..llon.l1lps

'"··.,"' ... '.....,·'~Dk ...".n."'••
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!luy Hold ..... IluY 1I~ld .""

(lob'" .'~ I W'Ilo ) 14,. 4r'" I .".. I ffl,
A. OIJ'" 1. <lII7, ..,k,ldm... :;am.G1Cb"'''' ....rm ... lflro.....h h"ll'~.l"'IlIm ...uOllllg.On 2,'AlO"'lO"I'W<'""I'ft Pr'O'lo J~~.;ze,!OOlI. GOdm.. 5.:h'uI,__ arol"'''.'Ol,ngo:yu... alQllporfonn,
ill, 1." • .,dUnd",,,,,,,,nnnwhoc/l ,lo,lhIlU'llo'e<IIl Ih"'o.~d"<lo""..-"""~",,by" ... :.Oltiy:;&u.... <lIIu"'''''lo lluy.Hold""d:AII j\, ofJ~n&dl.3XllI r;oldm...~....qn ••odc" au....
..,d:MI1 o~ OU.fllllcnll"' •..,m...,llOl. ',lo"~.nol~D ."lqnotWl! d<u"odN""I'. ~u<h "''''Qnm..'I:IIlI~'''"'o itIy.Holdand:;aj 'nrt~.~u,~o<o,g,Iheilllo~.d''''''05Uf.S.·Ralln,.
r.. .,.,."."ou~ d III.........d ,..... f'Il dpf,~~m"-.t. .......

:._~-.,-

-,:::':-~

Rlgu/;ltory l;U'CIO.UI...

Ol.clwur.. r,quir,d by Unlhd Stat.. laWI ;lnd regulatlonl

M <omp ..y..p~ul.OtydIKloSl>'''''o..'O'.,y of llloloao""~Qdjoclo,u'__i'od"lo <:<>mp","'''_ed1 a ,n lh' ......fl m"IIII.. 1Il ~o·manllll.n .pll"ldlnul'''IKllonl'' or
01 h............"'lp.<omp.,•••orfOfClll _.; Iyp_of cll..I' lon.hlp.manaq.,;lll:o.m.....~ PuDIi<cIl.. ln'..... Il'lOfP,"ock;dlrldorohllllll'..ut maldllll'" dIorllPKiaII~ fa'"

1ll~loUo_"..oIddlhan"'MqlIIr-.ldl..lo CW~ ....~, ~.~d "' 01 ,.",~" •• , 'n' ':.olllm."S;d> opo l'cW'ollillll .." .,~ .,p,of_on"'""orllnglo .......d memb~ollll'"
"au ....old"lOm """'nl......n'..., any<amp..YI" 1h_ ..y."ereI of <o ....-er~,An.1'" , ,.~.l1ln An"yu,,,,, pad ,n Pll"lbaolll on lhop'o", ""~~lDIGoldmaoSach', ""'lcIllftolud.
'n.lIOImfll1I1 ll'....u. A""".lu ~f1IC"'.'.,,,,,1.' (;oldm... ~".pohCW'cll'bll.' ,.,. • .jl ...o"..opon.nllo ....~." m"",b..-.ol Ihwllouolllo!d.-rom ......g.... omew.
II"Klo',~, ljIbo..dm..,b.of omployeotaf .... yc.mp."von Ih~.. "yol·,.... 0' co......'.OI~'''""'.. n.' '.,Inu. ~lh.dlllr'buIIOlaI...... lf.Idt ••Io ....'_o~ •. ,"c••nl" :M,IIopnCII
cllllfl .wlIh _ ,alftll_dp,leel.lIlllln ~"o,~...d.,.,o••,o" ,loIld,onidorrnllo, ,h"'lh 'MPlCll0 mU_ill. <omp .._ ••n., Ih_bJldollhl1rllllorf,OfllheGoldm..SNhI
.......,... hll~ i'-wgcomk....II"'M,"hlml

Addltloml' d'-clOlluru r.qull'fd under tIM lawl -..nd regulation. of Jun'dlcllonl other than tIM unlhd statu

n..'ollo _11",01011/,_.1110.__...'" by IlIl!ju'i.lli~I'OfWldl"'ed, ... c""llo Ill.....' ....1oIrNl1ym.oclot .....~P" OUllil""st;ol_"..... ..,d 'oogu IilIlon'A......... T1'Ii1I'..-ctI,"'d ..y
""•••10 ., •• inl ....dldolllyIO' •.....O~odBlI.· ....hinlll"m """' oIl hMust'''ienCo,po,.,O" ""01 ~.n.d. r",I~Ift SocIlI"'.odllnc h.. oC' o'o._f. _II ....., 10 1_ Ofl ..,bllilll'o'
111,.,-.11 In Can.f dto Ill"",,,,,. ,0I.t_1. _n'~lJC>Im,..of Can.odlanluu "'n.."' .., cOlldu<tlll••IfI" bu'.. p'oll,bll ...fOmac&..,IIII~O_lo',.mbu llIylh.
,~"'~ ...y<lII''''....p..c r.~oh.,.n n' hn, FlInllll"ln'o,m.,o,,"" lhllKu"tI 01 .o od<om".... ,_....-nGla ,nlh.. ,..-wch m~l>.ob..,n_n 'Mju..cflOmGoI<lm s.otI.
"''''ll'' C ,,,do. I.,ther"fa,m.,o""n lh l>llldcomp ••y<l' <amp"'e'O'eI""odla '''Ih", ...~h.,...,bl cbl ... "lf'omGol4m.... s.oh(lnd.a>s.cunl'..P....IleLJ....... :J....n. ~

cO""''''Y-'o80IIi'''''olocu'''' 10 "'Y ;'I'p"'oCledl.clo.....IR'qUlle<l b~ J.......... o<"IOI,h.., q",lh. ""'"" ...SI<;unl '" 0...... AHa "'.'0111' lh~JIIlI.._seou"ll..financ~a.mp..y
"~"'. Furth"""fonn"'on,," Ih_blllClcompOflyo' .omp;.,,_ld.. ,otllo 'nlh,,,~oJlmay O~ ubl",,"',amGuIdmar1.~.;odI."A".)ll C """"ulllr..,,,. "n.'. -""c:tI 'IIporl.dillnbut .....
11I~IluH...F".,..oII0n.... nol ad>',,",",nlll' o"'-In"",n 1lI,.,.._. ~UI ..I'nfarmlllo.... o"' ..yo.. ~OTh..l"qp'oducll>'am.. ,on ... Ih ..'m "u,po_d <10 ~olpro¥i<l_p,. ......hin III.
m."lInliof 11I.Flu ..I., ~on "'1'9, 0. '. fU'lh ",.,,10 rmOllo,,"" Ih..,o 1d "'" mp.. '..''''....-.<Ilo '~III 11 "'-V b. OOl.n cm CioI<lmonSoc."ISln lJIPOrllA .. (Campany
flumb ... l-.r.ll_1 unll"'"nlu", PWlon_u_alo'b. c..ogorl..... p''''OI.<u'llom.. '''' Ih.u"~"'J('"gdom.•' chlorm ,I ~",n_ 111"01"01 llIlOI1n Son+eooj\urhonly,
1IIould,_II1I.._cll in conlunolio ll pn", Goldm.. ~.,h.,_.~ on thKC.....d o~mp."..'..,-.,.... 0 h dollolid rtf... l. 11I -..I"\t.III.. II b _10 Ih....by
(;Qldmon ~.In ...n"!O",,j\ <op)'Ollh """......... Q.,....d I q'o .....",o, ,.", ..nl,n"".J<i! ...m.u.e<!ln 11I' .... ""o", ~""aoI.loIllO"'G"ldm .:.od'I.lnlllTl;l!lon*n 'lIlu'"
E.,•••~nun'~n O..clo.u"inlorm.lO rllolronl0 A",oldl( 1)1 tl iO/lIlA""lIIII,")ol th~l~'opNnQ>mm' ...0"D"~.. I.!lIJI126'EC .....1..1 ..
hIll> IIwwotlJlo..vcII"1 _......"~ob.. .'n__, ' .......Oh/fo.loP~""poj'CyMmt
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hUng., COweDgl group' and vl.we ~nd r.llt.d d.rlnltlone

.......~ "'Y"OIINI I.U 111.Anolyot"'''''~m''''''<''lack ... Ilu\",o, ~..lI.fnr1ndu"<Jnon 'ou.,,·'1'0".."' ....."'..... I.I.,. ~ng '""'l"od. Buyo'~"'" 0"'" ...."''''...,1I.... d1f..",,,,lldby I
'.1"'*'· u'" p<>l.. III""'"",..lo Ihco ;og~lll'<JUPl'ld.-.,,,lbodt ,",W Anyo;loolflol gnlld... i:lIJy<J, .;:olI on "" l'I'lOil ",."lUIIIS d""'l1ed~"II ,L'dlrt'Qlon olln""lIn... IIWY,_
r-"''''mlll ''''"oK.lI1ou' ...nollrl monIUSl''o .lllab..guid ........ f·,'!i'-3&ll.of,lc ..... _ Buy....l 1000001!o'IIoo' >10'""," sell; hU_•. lhldl'llnbuUlHIll BuY'llrldSollsln "YP"" I..
,"••n.g.g'ou"",~••y n d-'orm"' y III ""'9",,, .. In .,,.'m...IRev_ Qlm'MI ... floog,onillCon ",el,onillly .,d::.ll h... 'oprtoonllfl.OIImtr1I'''''omm...d.. ,o'' ..OC''...... """ .... he 01
IlIepolcnllltllurno'III.,'k.... oado' Ill ,.... "I 111"'01"",
n.l"m 1 ..,.".... ,~,....!.lhepnced"I ll.ol_'~,t<u"...loh ...ep".. .,d IlIep"t~l...glIIl'PKleddU""~hel>me II OfllU"n ",~lld..to Iheprice ,...... Pr_I.gC'.' ""1".....10'
<II «>It...tlloalno.ThI'''''''''POI'''\I''pne.I.llel ..<I ."lell"edmeh 0lI " •••liII Ddon """h '''Ilort;oddlngo' ,."" ...ng ... 1n....m ,U" rn_b...I1",

c••••••• g... "u....., A I... 0' .... od..i" _ ,,""o'''II.o'''''p'' 1111>11 loy ~,""",~"""",. ,IL<k;,"d ""'''-''9'''o'"up'' hll~0' CI""_.",,,,"odgINnIo Th ...ol....I ••'I/"oun.0' Ihlllollo""".-o.<nq wtlleh '1Il'~..I.n...~I '. III'''' m~llO"lIoD ...n '"KO'".q.q,oUoft!lol,.I'O tlleq'DOp·'hl.toncilll"nd.......lol... dlO",.oaloll ,,",..<l•• lA_ Th.

~~~h":.':'~::::~:::~::~::~I::~~I~~O~~~i,;::~~:'II~~:.:~~=:z.~-::~:~~~':::~~~';~~O:~dl':'.:'::,':.':~o~::;~nl~;~~;::;ll~~::::.-.:~~~~~::~~~~~ol~~~'
group·.II,l!on<"""nd_""lllwld/vr...... 'orl

... , n.I•• ""I Th.,n'''lrn..lra,DgandIOfglltpnoo"I '-"/' n ~_ , ....o ou, ftc l'it>Id"' <D.pDII~"""' ..GllId"'.."S;M;tI"s Odl"g", an ",.,oofVI:OIPa<r1y", am"g. o. IIlral••
I,an .acI ..' ......ol.,"lIlhls<o"'p..~..d In 'aot.nolh... elf<um ~.,," ••" 0 , O"ldm :':""11.1 11 '" ifl...oecln.n....lm..t'.,ng..d P"" t..1JIl ,If ..y, fa.1 hlUI ocll.
b..... !lel1I"",, nOI••"If,el"'''u" dlfTl...IIIb.If.f<J'del.. ,fllnlnglOl 'n m II"oo' IOfqol Th.p'..'au"'n m I'."g", dpne. '",qll jf ..y..... no 'o"g.... oIflClforlhllllo.llan<l
'" "ol<t!olb. roll" upon , ••• ,••• 'U,"_••"e'l GoI<l",..c.cn. h p dI'<tuVluq 1'" ."..ump y.N IN( I Goldm.. ::.ch. dCft"DI<O•• IIlI"'llm9anyll ,10.1••,
.... " (N"'I Th"n/""" io'" 110 1;0/>1. ,,,, 111",1"1/0' ;,,,ul..,pl,,:;O/>11 N., "'"1"" IN'" t n,~,nt",,,,,,,,u,,, "UI"'''''tfllIl"I ~i.lh lII",_cl"d'''

htlngl, ~(lwerag. _I.w. and rolat.d o.flnlll,,", prlorto Jun. 21, 2101

011, r",,,, \I >yR_ '"l''"''''~'''...~".. ko.d.. llI ••Iocl",,, tn ....oo II11lap...d ....,ql1 an .." thl ..." ...... m..,lrall" q.(.... alll'i" _iont..ow)"""h,,,a ,.'" l/5dlolnbu,lorvu'd."'-'l' no
me "'Ih... ;JW, at th ... o.....hoU.db. ' ....Q>lpll1o'",."d no 1_'h lIJ'li, ,aid U"dOfplf1a"n In """.1 ."",n. u"'uf I" '_0'1"'''111''_ l_ dlll'",lIO<l.bolowl ,..... ,dI ...._' .TII.
;o-' .......·.,n_"'.. ,o"lloollc" Ihl<o'••g'O"p'"'.""lo IIl"""oup ,h"tone""u"d""',,"' ....a u 'u" .facll .e• ..-og. g'oup ,1I"-lngOll _",leo cO_velln III ."oup j. a,".I ..I, by p~..,
.....~.~".k..d oo••'lI"l1(Qu p.NI~g•.<om.l"_"""" 11II111"'..
Cof,m,<l'll

[J"'""'.""(tJ~) WI ..plCfllllnlo<:lllo oulp.-t'''ffIh.'''.d.... IOt .. 'e1''mfo(l~I..,'''Y.''''''....q.U",.'''''IO....'h.~..ll1'''011/""""""011<1 WI ..pocUhll1'Oo"o pll1o, """"",,II Ih.
''' ...... lo' .. r.u'''lollh••t~t'..,o....''IIeun_... 0... Ill,,, 0,1 11 ",,,"lhoU lid ,,,,,"~,,,,'U j W. "'p..IIIl' ..loolrlO ~n d.,erfo.,.."mldl... lot ...lIu"'fo'I".......,.'.oo lu"....,.
J'Oflh,n_112mo"lhs

c. ""1' " .... JllIrKlI•• lIIlj T" .....""m... loulioolov.I""lollo...n'l1. "'u".h... l;oo,o'liIl...." ... lo IlIlICo••O!I"II'Oup'''' ..on.'''Io''d'''' ... I'''.. d!of ...u''lon.Ntul.....1 Th.
'~'.lmlllflloulloOilO_III.lollo""'ll12mo"'h,,. " ....'al'.I..... 10 'n ""'""",oG'ou p.~ ,.o"c""""d....... ' ....,dlO....u.,on ,.u".~.fCl rhl ",.",m",'oUllooilO••th.fo.O\\ll~g12

mon'h". ',nl u,~...... '..II" t~ """ ....M,l.gN<lp'." ..'u"••'u"dll/".... r......d"'''.t'' ... '''n

C"n'<"t1'~••ot ". u" .ou W...pldltocnon I~ '..... ,0 p",.,d_ 4D.olullla,,,,,,,,~,,,ol.opl',o"m"'''vl~aJ'lloo'''lh.n..t1''''onlll.Woo"Py..""lh,sdnogn.lli.>to "' ecl
OUlpM1'O""W. rIllO"" 12-mo"l~nCfl...gelfo"'O~nln"d....gna..a" f"""'"'~on IhoOl .....1•• ,."'"', ...... O<Iml o",holl. or,.. lICd¥ "n'""...._b~ln••ov...n;tn 1l
Ih"'.....;oo>. R"ll"." .........."'.. IIlftoI_r"'"'m'll ...

GlolJal product; ClI,trlbUtlng.mIUIl

T'h .G1abllln.""m""IR_d1 O....,...onol r..,ldrn...Sach. pm du'.....d 11,'11 "bul -e/l p'~lIu tt ~a, ,11...I..,f r.ol<lm2l$'1C/t I, ....dpu'""...~" cwf"Monl~U*"ang""enf'.D1l aliloblI
...... An 11,..1-11..... II c.,ldrn...SaellloHi_~'aundlll...",;d p'odu<lrIlu.v, cn UtI ,ndu...,,-.u ,cmp*, ....... d , ..._en onmaao..o""m.."u"....'..~ammod~'...11 pol'!fo~o
.I'· V
Th .. ' cn .. d'''lIII,,,aoQn ....." ..lCy Oolldm....S""n •.HlW l'ly I~~ IA;J'jlT 00tl /'jl 'Il/)"n 0.......,1 (lold",on:;~•. ln c.r. ally 0oldm....s..dl.~odalnc. ~.dl"gCon ..,..
,"lu~'...,db·.GoI<lman:;;",ho4Co.I"lolh"""".'H~),'"l;,,;"' '!byUOlo"'.. ,.,n';Jl, <;0 uHl; '" ll"nllu"~by(:.olum,",1'.,oe"" ll U; "n 'ndlabyGoldm..,~.• (lnd..~nlllll
f'<''''"lld ,n "_lIy r-"'llllrn..~.J"P""Ql ,Llu .UI 'n"flop~bll<of ~a, ....y '~",lr"., "-':h"I1"'''il. C. 'i""",a,- ....,h ~I ,.._l d~y C..,ld"'....S...lIsJIIN (NZllJmoledon b"""",of
Goldrn.-.Sadl •. ln ~lngOlP<J'1Ill'y Goldm..5acIlI(SI"lIOl1orl,I'II,IQlmp"''''''"rn~.lilllllll2llfiWl ..,d,,, Ih ..... nlled:;I."'" Am..,elllyGoldm;oo> SKh.& Co Golllm SKh.In!"~.lOnal1.

"PI',o...UII .. rI.-etl1fl conn 1ClIOlll/lih "0 dIOl"bullo .... In .lJn~..,jI',jngo""'., d Eu,opva'tJnlQ"

~Y ,.,..n"n I.~ GDldm.. Sood'I.ln••nOlion "~"l nOfl_,I ..... "I..""lIy 'n"""....«alS..o:.. AalnOlI! y" .....pm.""lhl...._.~ 'n .0n".1I0,,'" h~ ,a'","bu"<l"n Ihlfu,op_UnlOn...d
cJlliled Kj"gdom;Ooldm...$M;h.& Co oHGJegulitttTIby til" Elun d...., ,loIfU, M".,-, ......... I.."ng...... ',",ehIDI.., .'" bl diol"b.lln",..""en '" Ge<m...y
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G.nual dllciOturu In addition to Iptclflc ~11.clo.ur.. r.qlllt.~ by ,,"am Jun.dldlonl

\h ..........h" lor~u, (h..h~nly <:lhlO1h., dj..lo... ' ....... ,"I1'~ O"'dm....:ia<h~ 'h,_. 'P"O_cl>" h""fOd"" """""'"M< ,M,,'...... "' .. h.._<on"o..ol, .. I~. h~t _d~nol.I!llf....t. I•
•ccu••eo. '''''''''ol.,.,,,. oho"I•.,,,lb••olMl "n .,.,,,,, IIV~ <.....1" u~o .. .,~, ,c",_<:h .IJI~,oo""'·~Uh.,uu·'''lQul~,,,n',,,;oyP'_'"o I'o",,,o,,~",, Uh.lhOll.o",.,ndustryepo.h
publ",hodln .~erlOdl<~ ..... lh.IMIl''''"",nlyul ''''I'Oll'.... o''bl'shP<Jol .'eqU'.HU" '"p,u""",..., 'h~"'Jl,#' jlldll"''''1

r",I"",..r-n. conrluct.. ~Iob oII~M·......i<'Jnl"ll' "'<'lin ,...t"'''I\I>'''~ln q ..nv.... 'n"'" ", 11/""'"'' ... ,j b'"k...~.,c",,~".. W. h;w"".~m"'Ib"kln 'PO" 01 hortlni" _'el.",,,o/I '''_'h.
'."I>'I..II""'''lilll.a Ilh II:""'pih'"'" ...ed I>y """J"b~ In...'m~"H...~.<n lJ'.",un
OUr wi..., IOp""I,ed.,,"" ol"..",ol""",OI1;o1~"'0.''' ' .. 0' wnl! "0100<'" •. O"''''""l''.u' I, ... '''OJ>''oIfII'..... " "0",1, ... ,, ""0 o"rp.op~."',ldIngll"".'h.,011 """"onll" ....
,om•...,." In IIOp'mon_"'~I'h" In" , ..._ <:/l .01'...,lI "' ~"",""l"''',ou' p,o ~"...~, .od," ~e,".10 • ..,d ,~.,H.Iln,,~n"~~.. "' .... Ill'" '".hlm..., deciolClnoth c In,onSl!.l..lMth Ih.
'1'<0",,,,...";11"''',,, .1_ ""11....Ildl" Ih,,,, _tt1

W'''''ou,IIIfth...,ojflcen,dl'''''lo'...d pl''~_ ...c:lud'~Q~'''Iy.''..~ ;.WlPI "o"'"m~ '0 "",........~Io,,~o, .... or1llo,!I,"o .." ...1.. """,I,,"'n "db"y"r ,,,U.'""KWfllI"",
,j.lw " IIO,lodl"lJIpllon_d w '""I.~h ""'"I ,,,.,,"eo,,,,,.., ''''''''''1'Il '0 ,riO... , ",H..eh

Th _cIIl. 001.. ollorlo , Ih~ ..,h"'''I'',",I ..,,,1".1" bo~ y '",,"fll'/O' .. 'ylo',~dl'h'''''',h'''~'""".1 "I" u, ..'I,cil"'I"-.UI~br'lI"9... 1 d" ....wlco"~I"ul.. p.-,oo"
'o<o",mendallDrp, l••,nl Dzc"",,Clh .paolIGllI;on"v..tm .'"bl""' I., O/Ie'''',1 o.'o".~, ,,_oul ,n d,••"o«l,"". lj,... l_ """lolcon"d...n.n .. Illy _,e.O' "",,,,,,mend•• 'n Ihll
, ....-.11 .....dolblelo,lh"'P.n,,,, l.cuc,,"'.I""_", ,I ...",op"""""" "'"'.....011_"". '1I<lu~"",,,_'CR TI. plln ..,d ...... uf Ihlin ....l". ...I...f ..'..lo ..this 'n....h ill dth.
,oc"m.I'Omlh...mlY nUclu••PI'I"wto.m..."" ""I. g",,,.. ,, ful ",,,,..-10""'" ",,",lUlU , .."'u"'·..... "Olg" • ..,teed,."" • 10'001 ~'Iy",.""olelm~ 0«'" Cert.."t,...acl,on.",clu""'ll
th"'oinvotv,nqluI" .... ,0"110".»<1 olh.II_*lwet, g,... no.to -.ut ,lalit,""'....11 .~ """0,1"1"0' .., 'rYe!ll"",U"'~'''''PI'On ......IoOll'l!lloCU"'ontW& .......1. from GQI"...... sachlll3l.
,.,........ (........ , .. hUp HI"..,« "",o\>obh.lo" ",WI~'"0< ~dtflU<1";oI '0Il ." ~"h"'''l''""""ul,lh..u _ ..~~""_un III~y""~ 0' """""',0' '''""mlJd.wlJdl,um, 011'1 .." ,., ..........1.
Ou'~I.<lI"""".<$n"'.'lVdilld,o"IC"ty.""d,,,' '"'''~''''''',''' P''''ellIo'm l·oclron.......ch I......ull""'''-'' ovoillolll.lo "lou..l.
01-..;10., ,..IIM"'oI,o,............1...1... nllp _ i,l",o,n,,"_d1.t>"l1~ hlmlu' I'" 0\11...._"" r"-""~I''''''~Ol.H... "'U,~ Pl_. H_ "'ork. "IV 10lllM

C"P'I'nghUDtl The Cold",."I.ohlGnollil. Inc.
/110 p.rt allhllmet.ri.h".yN li)<"Ili.d.phulOll""i.'4or .....pl.ul.d" ."Y'fD'III by ."'I'm..n.... h' nll,olribuC.llw,lhollt lhe pn....wrilj... C""tent 0# Th.OOI..... en•• ~hf,
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JPMorganO
North Amenea Equity Researclrt
11 Jl.lly 1001

Satellite Radio
Bear Scenario, While Unlikely, Highlights Sector Risks

We've estimuted dOWltiide n:;k.:; fllr :iulelJilc rudio in u "bear i.:l.l.'£
:;i,:clwriu.," whii.:h we Jellne :.I~:.I' u :2(X)6 p:uk III ~oss adJihllrm <If
ncw. 'iClf-JXlying sulN.:ribers ~nd b) rneanin~Jully hi~hcr nlothts fccs
10 record lurel!!. Our eondusi un" Due 10 high fixcd cll~ls and
Illsu11il:icnl :il.:alc til i:urrcnl subM;ribcr Ic\Cls. '.;,alcllile rudill slod~

I.:ould trade meaningfully low~:r. III the ·lS"·o to 751"0 runge

In lhe bear ;;cel1l1rio. \\'e assume Ihat gross addiliuns uf :iClf-roving
subs ((hose lkJl on an OEM pmrnuliollill I),:riIlJ) pc...k III 2(~)(J ...00
(,;onhnue at the ~me level throu&!t 2015 This results in aloml of
only 2l5m indu''ilry Sl.Ih;lIitl~ ruwu sUOOcription!! m.' 2010, t(P'" of
cars on too road \os. uur bti:;c;lint 1\l(K.lt:1 a:-.....uIllJlIOR'i ["or .l6,6m
subs and 15°/" penetration by then.

While btdls muv ~e uur bcur Sl.:cnario as implamiible. ',\oC Ji:iU~ree

Instcad we ;;cc II asa plullSlbie \irew thutl.:ull\uruer interes1l.:lJulJ
peak after Iloward Stern' s hi~h prnfilc Inm-;itillll III Slfiu.';.
although ultimutely we C.'i.~l;t betler !/:fll.... th.

While our lxtscline models <J~MUlJt: thai rncrcuscJ OEM fal;!(lf¥
ill~alls I:xltlSt 'iClf-r-t-Y l\lftllt.... addi. the ocar 'iCCnUri\l ,)f1\cts (IFM
factory In'italls b\' redoclllg -clf'rm conversIOn rates lind n;latl
'iUlcs. The lx:ar ';Cenarill abu a."sllll1e~ tlBt 'tUtclillc r~ll.iJll JlU\'~ II"B
(If sales fllr lIIusic right.. fcc.'l. \"~. 7"" I.:Urrellll:'i. lhat llther cxrcn';Cs
grow at low inJlulionnry ratcsund lhat XM's SAC !!.n~s aJd Icvels
Ollt from here while Sirius' dt:cline.'l 10 XM'~ Icvcl. The result is the
Industry does not generate meaningful, su.~Ulinable lllllcvcrcd free
cash Ilow until after 2010. vs. our published c!:>1 of $1 ,3b· by 2010.

While we ~e our oo~Jjnc: 1Tltilieis as the more likely scenarios. fear
of a lx:arish outcome we lx:IiC1/C will comtrarn 'i.::ltcllitc radio :J1arcs
in an cnviwrunent where olher factors. such as viy growth rn retail
gross additions, llr Cor1S1Ulltlr' spendl ng. arc lacklu,,;1er. Wc 'ICe this as
lhe l.:urren( environment With tlJU~ -1()IXI rclail l.:llDlPS and
wIdespread mucro concerns about the COn'iUlllCr This IS .... hv we
..:ontinue to mallltulII Neutral mllngs \In both XM and Sirilfoi. Jcspite
growth in new :;ubscribers.

Smal-l&t cap Meda

Barten Clockett,fo(;
(1 ;:1:<)6220426

b.llffQ.....UC'?lpm""'." 00lTI

Robert J IVIIacc~ CFA
11-21211)22-6~1l6

"tI.." J ""••"<.1(!jpmurlil..n caTI

,dO 803166

J.P. Morgln SlcuritilS Ina.

See p8Q1 18 for analyst certlfkation and Important cilclosurel, including investment banking relltionlhipl.
JPWorgan 00e6 <J1d seelIs 10 00 busrress 'Mlh I;CJmpa-lles COll()~d ,n Its re'>"<JlCh Il:;portli As d rf.''iUII. Investor.; should be d'Mre mal!tle firm
'''''d\' have a cun/llel at ,nterest ttl,,1 could Jta:;11he ut;,ecb~I~/o1 ltlls rer:::ori Inve.;lIJ('; ';/Uuld ConSI<Ef It'tS repcrl as only" single fa:;IOf In
:n$,ng lre.r IMeslrrent C2cISIOO OJ~lom;rs of JI-'tmrqill ,n the tA1IEd ')!1111l5 CJ1 lU:elve InrEl:&1der11. thm:!ila1)' reseadT r:J1 lt1e cCIf1JlI"Y
cr complll1les covered In thiS ~. at no I:ostto 1t1em i'lOele sLJ;;nJese<ll:1'l IS UII,llullle ')r,lomers CJl occess !hIS Indepenrent reseoo:h !II
'fNNj,rragoom;JI'Kel s comor Ccfl Cllll t 80('-477 040 Ij loll free 10 /{)I,,"e'~l J C";pyo! !hIS re'~clJt:h
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R~.lon C'o"""lt
I' ::n1627 1;426
l.~rt ""''',,"(!lJP m'''lJlln ,"'"

NulIh ""..,.~. f(JUilr MOIu.nh
I"j JIJI~ ~IJOti

The Bear Scenario

JPMorganO

1)!lr hell' 1:1"1: ~C"'T1l1riO r,Jr lhl.: ~,~dlil': radio imllJ~lry ,~kmpb to ~ltlIgc dOWTlllidc
nik.~ "Ir thc~h..n.'j\ h)' c.dlm'ltmy <';;WTlmg~ t~'\'I.T.I~1: in lIl1 ..,willlnml.'I1t whCl'1: glllwth
l:d/J; l,cll ihurt ,)1" our puhli.ihw m\lt.!I:·]lI 'nd '.:OT1ll ..n"Ufi c:~pr,:l,)t.. ionN. To do thiN, we
lllak~ 1l~~TiCli \)n.. ..:y UI\"Umptmnfl, including Il)gruu lll.lditiorlll ofnf;M' sclf-poying
suh....rihcnl (lhr,,~c nol nn ,In l )1-:\1 promotional P'oTiod) rl<:ak in .!OlJ6. h) fcc pllyml.:rllll
J,)r mUlIicrighb grow fr1lm 7""uf "11<;11 I:um:ntlv 10 11% fll.-1ing in 20071,;)1hat
X\1' .. S,\Clgro... ndd Il:vds out from h~. whil<; Siriu.' huull towurdl XM'.]evei
,W<-T Ihe next ,;w<-'Tlli )'e;lflI 'UlU J) Ih.. \)ther cxpenliUll growth .. inJlation-r MCI.

SuldJit" nldio hullH v.ould ;rgu..: thnt thill gfUlll\ IIddition IIiHumption j, unn:uiillie.
lUld lhat gn.lfl" ~dilio",l uf n<-'W icll"-ptlyinS iuh\criht:n can only rise il5l1ltellile radio
ill Jidory-mHlulkd inlo mon: vwid..... milking Ih..: "lon'i\.lt: mort: dl:sifllble. We llgm:

thut llutom_cn lin: likcJv to mmp up lootory inNtullatiorli. And. in our blllclinCl
mod.;!. w..: <Jl8ume Ihat th13 l'"I:Iulll in ~ub1llunlilll !!lro",lh 10 lIelf-pdyinll: subs. Ihl;l kc:y
Jrivcr oj\:,IIUe li'r thc Sl.'\:tur, v...: hdiwc:. I low":,,,!#'. in our bc:ar scmario, \IN tllk"
.....hat we su.:. .~ .. plau.iihlc although IIJI.' likcly vi<-'W, Ihat 11lC10ry in~la1l111io"" dun'l
IlIcaninllliJJly rtlcn;m:c idl~pllyin~ gros~ adds. Indl:aU. they lU'Iult in a lIhift of
d..mmdoulofn:tllil. ,nd aha ll.welinc: in convcnion n~CI ofQEM promotional8ube
inlo s"Jfpllying ItUb5. Put diU'-n:ntly. thj~ lICUlariO ill ~ompamble IOUlllluming lb.
C\JllWIII<-1" intlOTUll ill !'llidlih: radio hal Ik:akl:d, leud I<-'Vcls oUI from hen:. We llee !hi.
aI II pluu81hle vi~'W of I:onsum<.:r ul.tIland -- CIIicnlilllly. thllt atl:« II ipUI1 of
unpll:U:d:ntoo mcdill <lU"'fItion ~llm)undinlJ Iluwunl SNm', migrntion to Siri1ll, Ih.
I:IIflSllml:l" IOI"TUIt lcvd" out hom ha'C. IlJili ill a hUlrish lIccnario ba:ausc ...el1 itc
radiI) II:,. large lixl:d I:osl.~. making .;;rninllll cxtrulH:ly s<-'I1.,uiw 10 modc:ral"
\1U'111Iilln~ In SUh~..nh...T grn\\lh I:stimlllUl.

Bear Scenarios vs. Baseline Models
In rill,urc I. wc "uthn..: the k.:v diJlen.nue m our hCll" ~eL-n"'o V~ bllllclinc model.
'--\.-hich IlIlhlll lh Ihe heaT c;..c ,'IUSS .rd<b ohclJ~p..yinll itlh.il,;riheI'J kvd oul nelW' Ihe
CIIllmakd lolle] uf6.Km UI 20(1). while in our !'HlS" I;UI!C modd. sdf.pay glOllll 00ds
kUl.l' growing 10 1Um in .2tJ IlLVld l'),2m in 2U\ j.
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Rgure 1: SelWay GronAddl: Bear Case VI Baseline Model
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•OO!) 2006£ 100/E ;;OOllf 'QOSE 2010E 2011E 2D12E 2013E 2014£ 'OlSE

,~shown m h~un; L 'hi~ fl;,,;ulh illllnh. 2J,.'im inuulltrv sum..:nhl;n in 2010, Vl::I!iUI
our JlUhll~hcJ moJcll;lllimalllll for :\fl.6m hy Ih,,", ""hi,"h. Wl' Il\;lieve. is ....onably
~onsisknl '\llh mU1i1 puhli.hul \i~"\~~

Rgur. 2: EOP sum. Bear CiI5e YS Baseline Modr..
:::"'1l~'flI If1 (000)

tiC,OOO

50000

,10 ,000

')0000

n, euo
10,000,

;:005 ;:006E 2007E ,.008E 20091: 2010E 2011£ 2012E 2013E 2014E 2015E

:\.00 shown in FillUTt: .1,lhc h..-ur sCI"Tullio \ i.."W l:4.juat~ 10 satdJitc: nkiio gubllcriptions
hy III III Cl.juadling olllv uhoul 10.... ,)f CoIn on the: rood by 20 IO. \ t:nIUI our published
modt:l~ whidl pn.'iumc IS"" pt,.'Ttdn_ion.
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