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Amencas Meda Broadeasting

{2) Current rule uxplicitly prohibits the iransier of broadcesting licenses; in parsgraph 170 of the 1997 Repart and Order
Mumorandum  Uunn. the S expimaly revents o anogie owned ol both halves of the UARD wWpedtrum | as the FUC was speche 0
He milention (o gt Iwo hoenses (omanien g mpettive market pealic ally, Ihe Uause dalas

“Heen after DARS Intnwes afe ¥ anted  one hoenseg wil nul Lo peimated 1o aiure condral of the olher remueinong satellibts DARS
hcenyee Ty probifabion  on trsnsf of of coitiol will nulp sware coniniing  aompetdion o the provivon of satelile CARS service.”

Bused onthis rule. webiohove Thal the | CC would nave loefher sojecl a XMSnus merger of change this rule. ¥ tha FCC were fo
Wrange the qurent ule. Fwould (ixely nesd congressical  upra val of, d & MEMMum, ~upporl, loavoid a lengihy procese tNFo ugh
the gourls. We rummnd wivestors ol The hecld wdi thued Oy the | CC unduteraily moving torolsx mede ownersiwp rules in 2002

13) It My sirwatdy betoo lade tu silempl Jo eblan requidiory approval: We Deleve 1hal fiming and patics may be the moxt
important corAterabions o why o Meger May nof ooten O spprovad  Hecause the Dsmocraic Fay s radtionafly nol a
wppoier of conwokdation  bul rather s aqnam on of onsumer ighls, the two Demoostic inembers of the FCC would seom likely Lo
vole ugainal 4 wioilM® ragio Merg®. Wdh the 2008 elsctions coming upand decion processds having alfeacy Seguh, it may
akvady befop late [Or amerger fogdin appioval rom the FCC Other Tadors tleky (o b nvolved inuny FCCDOJ wpproval o
rejaction are (isled n kaxhibk 15

Exritm 15 Faclors thal are ikely tobe Wivolved inthe FOCL Geceon-making proce's

FOC ¢ 1XO0J Approval FCC ! DOJ Refacaon
& prevaning . singla Owner i & raghicily preverts any ingle owner
licorses could be changed fith vy Athe UAHL vouctrums
Ampmncpoly uite reto conpetes wih dher [FCC Public deterenits hat 2 sdeiie radio ine gur
frme of sudic ottortmnmint (1Pody. CD fayers. be adyena uning e EchoSter / DirecTY
mpd players i - Bus. it vould not be s monapaly e

EpUTkCan FOT ey Only v Demoaratt Conges -
Tive competliva syviruiment ket to get wirse for ¥ne FCC may nor wanl io &famgt 1o push a tegh
salele rado clle susllite radn rerger e aigh

ITurthg wah ZO0F an stechon year, and possible
kchange iniesderstup 4 Dumacraic cummssion may
por 258 nchined W wDes d MOVgEr

[Subscnpuon aspec) of the si¥vices #ntocidens e
uuﬂlﬂ st thry LpBram 10 Ther OWSE NG

TC L Ww-vonapaly  CONCINTIE [AK TRV warQie on
WING pows than o ried LOGUWTer Chocs
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The investor conundrum: M erger synergies seem somew hat reflected in valuations

Soll now of walt ungd i Laer? XM and Saus snares have dechned on averag @ ~50% in cdch of INg pagl Mo years asthe
prpeds for subsciber powlh have been reduced. More recenlly, widespeoud meiger spsculalion nthe piess, n pwit fueled by
manugemant commentary, has dnven the -hoaces sbove (and below] levels pstiied by furdsmenteds, For this resson, we believe
thal both XM's 4nd Sirus’ equiy valustions siteady fadar i some of Ihe kel y synergies ot e merger i adebtion, ourent shook
pnces have mosl of the cxchange-al chatier focused on someth ing dose to s LOS0 spit. We find this valus-transter rratio nel ang
question whethar XM s bomrd o shareholders  waukd had the franse cion aftridtive, given XM's larger. more vishie . antt mors
“Culuble Dusiness,

nihe folowing +aNbNS we addr @38 (he following five Key poix

1
2)
bl
4
3)

Wabeleve Jmamer cusd utimoafely generale $4-335 blon I vakse,
Ouwr fundamertal valuation—outsld sof amerger—implle 514 per share

of AMSR snd $2.50 per share of SIRL

hrvegions mull assgn probabiities tothe Mkodhood of menger approvals and sxeoull anio malize wnerpgles.
Webelleve J4far smowd uofthe oxpwded value ofpolantl ol Merger syimigies may be priced o the shaea
AMhas mum wowlh ilellia  and kigisly tobe mors proftsble per b, Dwhy suttle lor anear 50050 spit?

Exhibt 18. Both docks e down ~501% ineach of the past two years

Exhibl 1/ Wa ssimais $1.5.5) Dikon of synergies 18.2vagy priced i

e ——————— -]
a7 Wik MOkl Wkl Vel UYNDE YNGR T
” I Octaber the market
. o approichied trough
e vy viduaion , albwt with
L vy s i adaproporiichate EV
a g 14 aeynn | M a . o8 ~Abemarka new
Rk 5 - factersin 1.5-Ton
any i . . _ mmerger aneges.
i ¥ o TTHze T
Fm H
-3 i "
! ¥
-y
L |:-|I 2o s
oy "
s
[ [ "
-y r—— o raa— ) LL
~ Lo [ L AMEAna KIR § ombirwd marneicup Ixmen o]
P PRI T PR P Y L P Y S A L & B I R L R L Y T &l aRr 11

Soldman Sachs Glabal Irvest mart Rey ssrdh

EQirect © 2004 - 2008 Alphalit. Page 15 of 35

XM-S-0001766

XME-008-00002765



clD: 803165

1 ebrary 11, 007

Amencas Meds froaccaiing

We believe a merged company could generate ~54-§5 biifon of present value savings

We baheve {hers qfs Rualy lags snd langible wymwrglen lobe fealized If XM and Skius Wers (0 merge. That said. while some
ofthe potantial syimeryies we self-geoer g mud uf the uppolinkties  We o 04V 4 few yoars away w4l are depeent
upan execuling agwing sgiticant  lechnological  barriwrs  and exied ding Toancdal  ducypine.,

Exhite 15: Amefged company cold gensrats mdre than $13 Dillon (4 bHoN eounied i sivings, WD mrach of the beneft
Inthe forward yeary
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Alarge share ofthe putential merger saving caumes that XM and Skius could evertually oparale via one salille

wnsielation  noider o account  for the comt savings, we be bave nNvestors must take o aTOWE the condderabls (ime

and techrological  hurex

d norde rI0 ranakon

Americas Meda. Broadcasting

toa wwiled specirum. Assuming 4 merger could be compieted by

L008 wnd The compaiies would then roduce inleropeiable devies, we beleve legacy subsaibers wuuld need replacement rachos
Ly 20102011 wo ds fowkmmnale Ihe cod of oparsling two unigue salefite condeNalions. Wae eHimate 2 meQed compary ‘wousd
wow aine-thne cost of~$1 billun tocnvert he le(Moy akrsiber  bive (0s wilfled spedrum. Thers ahkely wbsianial
vanabiily tothe entimate, our edimate assumes repacement of car tadory-nd alied r4dos by desler V1o prestrve o oers waimnly
¥ox concevable 'hat legacy DEM radios coula be replaced wilh plug-and-play  solutions bul WWely wdlh a consequent abstaniea |

redudin 1 b saiber

wounlg (e bExhibil 1)

Fundamental valuation yields $14 for XMSR and $2.50 for SIR|

For o Mo

h, We employ adtaosied cish flow shalyws Based onilus methodoogy. aur

fundamentui analyss yilds avalue of 514 per <hare 1o XM and $2.50 lar Sius equity nowr view, Eviubacriber melncs are
viable 0 Mature utmcober businesses with nown ARFU. per aib profitabiity. chum, and assooated meincs, but nol in zary-
dage, rapkd-growth busnesses (ses Fxhibd 201

Bxhibit 19! We beleve the coat lotranstion legacy wbsalbers ~§1bn

replacement cost 0 § billons

Exhubil 70: Wa use 4 DCF analyds asow pomery valuation meltic
$milions. oxcupl per-shale data

Estimatyd repl t radio cout (maintalning subs) SiRI AMSR
wima Us subscribers in '- o Termnal yr mutigle (X FGF) 10 Gx 101x
OEM subs 4,57 implieg £CF Perpetual Growth 3 5% 3 5%
Retail suby 4,063 Yool T 6% T2 4%

Churn rate {monthhy)
GIEM sutm 1M PV of ‘0817 cquity cush liows $1.362 £1.745
Reta subs 1% PV ol terminai year vaiue %2161 $2.463
Extimated Srius subscribers after chum ] P ot '08-17 FCF « termingl yr value $3.513 $4,208
QLM subs a2
et subs . 2008 Gther assets (including MOL) 1535 3542
Cost par replaceme Ml radlo (& per 14910) Less PV of Quistandng O shuns {3250) ($118)
OEM $294 qu 33,797 54 63T
Hardware ‘ 5150 Fited shares outstandmg 1.518 331
Instaitaton | 2 hours fabor @ $70 per hour) 5140 Implisd price par share $2.50 $14.00
Retail L 14] % Imphied Upsdellowns o8 -33% 7%
Estimated replacemant cost in 2019 51,059
T P T a r ar rer mee
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Qur probabilit y-weig hted approach yelds expected values of §15 for XMSR and $2.75 for SIRI

Wet Rave revised out 17 Month poce targeds fa shares 0F XM Lalelite Radig and Sinus Datellile Hudio usng our probabitty-
weighted spproach of uar fundamental [XCF havad valualion verss the expeced valtie Hpon marger (see Frhibl 21). Our new price
Ligels He S19for XM upfrom $11.nd $2 /% for Siiys. down from $1.50 m#mving 2l our price tergels, we handicap the
sonounsement of a metger proposal. teceiRl af viious pprivals. and the edimated uicons D exeashng polentisl synergies. We
vdbTaie thit CTWE VARBIGTE  Jte sy Woporde  ~51.5-53 Ditlon of Owr projecied 55 Dillon I poteitia syneigles  Riske
Include  thows amoddled with apussble merger, absaib orirerds, operatitxy (everage, 4nd sham prios volalilty.

Bl T1. Gur probaliily-weiy Med auproad) yeics 4 515 poce (argel for AM shares +ivd §2.75 fur SHs duies
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50450 exchange ratio seems tofavor Sirius relative to our outlook

Wae AN think

AM deserves an EY prsnium o Sliis and thol the carent relidive valualion lsiveried  The Ihree main
IWdONE foF L podlon  ane:

1] XMbas alrge ‘wbuoiber base today.

2) XMhas geder polential Jurgrowth due lo4 higher whare of sxcilusive
the nasl inpotant  rivad of iae  wh gowth, o view.

OB produdion  ageementy,  whidh wil be

3) XMhas aluwei<od  angd e walabl o busiowss nodel, meaning M3 lage Dusiews shoukd be worth more ona
per b and sbschie baws

Ingreater  detall:

1) Subuoiber bawe XM has about |6 nfhon Inre wbsnbers than Snus. encing 2008 wdh 7 628 miklon, compared with
Sinuy 8t GC24 nulkon (e Expibd 72} Whde Deus has consslently added more net wbanbers than XM lalely, We
bulleve much ofthe nel add ddvaclage wanbe dxplabied by fewer hunwd  adwor s ot 2 unaler base. inowr view,
Swits has Mcely chumad  off lewer ~ubscrbars Jdue to ks looger promotiona | penods and Mffwrent  subsoribar
Actinating  polced, ikl becauwe of asignificantly  ffermit rodud affsiing (et witices. kower dum One orom
bags, wivch we 1l 1su Deltar prony for markat pesetral on and tradion, XM adied mors gross subsorbers n 2006 and
will Ihoiy (orinue Tado wiises (chmits 2 ani 2

Exhibl Z2: XM astenlly has 56% of the cweial In-muty Sy s

Syl scbary  {malisons]
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{} XM p betlerpositione  dwith excusve UBM Jgoem orfs overing 1he msaty U3 slo -aless We beheve Ihal

ibemeand By wtelite s il Ul oM elal 1aGEM st peanedilted,

weolullivg - e OHM channet incresses the

Frooabilily  of wicess We estittale thal AM's LM (a1ing 1y enerate approaimately  bb%of ed.mated annusl duto
odidion rdalive topusl wirder 4% Ia s tase Bxibd 23

Bxhink 74: Daksiry dnan shoud be bounded by pis- and pod aid wieless

Exivilt 73. SWI el albsaiber coan wi rufied iUm as N K recogmzed

L] o
- e
4 We estimale chure in Sirius' OEM segrmant
el - lage XM’y by~1.5 yvemrs, by uming JOfy
T g dmcioved gruse o vl GEM adis we can
" \-__ s ™ widwmate tha panding chuxn for Seus
~——t _a Prepaorei o
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-4 Sanllie Rada 9 Cell -# Propawt Call Phane %~ Saelibe 1Y s Nela DB Joma -y e oy L
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With highly dmiar service cilenngs, cwam shoud be substantially  equal over me

Exhibl Z6: Sis Tras 001 yin veen iha Al afted of um Locause B has i00ger average promciional  periods snod Gflereni subuziber  scoouniing than X8

Subsenbers in mikang

Wobebave El1s Hhely that SWuf nel add growth profle wilt taper torefled the impad ofchumn within the
mode, pedficaly OEM chum and corwverdon  We halieve Ihal Saus ol i rowlh will ihety Jedine desple
N KNpENANg  LIM mp yuine eifeds of As Ot sub 4nbers coming up for LofiverSion as CMS produced i 2005
wrvid 2008 wre vl tube churned. Fother wonds, we buheve Siius has 0ol ween the [l effect of chum dus to longer
Fromotons  perds ahd different -ubscnber icoounting ponces tor NS CEM subscnbers (Exhibd  28).

More -peglially. Cwuys cownls QUM ubwrbers s vehide ishwpped framithe (adtory. while XM counls an
Ot M subsaiber ava veticle 15 whi—1he refae, venkdes ncat Jots wilh Sius fudios wading tobe wold are still
wnedered ubwnbers  Wdh anedimated twe- totheee-month wating penod from shipment 10 sale. dlong wih
iuw [enQer aveiage Fornalione penod, f ldkes anywhers FOM oie Jo dmusl 1w years before @ Swiis OB
‘bt iber gmeaswred for converson (bahibt 5}
ramp in g dum indals 2007 ang fullkyesr 7000 dus todts promot lonal perod
Araizibw juced INZ005 sl 2008 coming Up for comvension . As shown 10 Exhibst 28, Sinus
thuined off ~345.000 fewer wubsaibers in 21006 than XM did 0 2005 despits heving amitay wbscnber counts

Woenthnse

2004 1004 2007F 2008F 70098 1010E

AW Crods sub ades 2,571 1483 4404 =06 £.584 B.151
Chuned sube 7o 1,427 2,168 2,032 3,408 4,083 4,651
Nal sub acdiions L) < 1695 1672 1700 100 1500
Ending XM Subwcribiery 2B 59N, sEm LN (000 12300 14000 :g"::; :‘:w
Chufh Rale (month)y) 2% 2.7% “‘ 2i%m L% Ty% 20% 29% average '
Y periods resulls ina lag
Sheus rons wb adds CL 4374 5168 ve. XW's reported chum,
Chumwd_subm [ 3768 Mnow view
Nel sub addions [T R R S 1500
Srhm Subscribers 1143 / 1M 50z Y 9200 1o 1180 13008
Chum Rate 1monihiy] 1A% 5% 2% 3% 4% 2 0% 26%

S hus nat yel sewn Chum begine toremp
tive tull sffect of chum more M aningiully

S LA many dE LA e it e L
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Woour vew AM holids key Bnanadl advantages relslive 10 S uk. inadation lohaving ladary installubion  agreements that
Joid rolaeanl s lager putcenlage Ul G nthe trded CLales. XM's waner sxpense profle will Hkely make N the

Mo scaldie operator wilhin he paos. Spedtically, XM should
apueibel  cout due lolp wer wbeober  aopediion  wuts a0 Pigher per Wb pr Ofitabiily

Extibr 277 XM'S Uit abitly  per swisciber s superior (o Swkms regardhes of mib court, by of efnates

EBTOM par subscriber

3650
140

320

iF20)

I!HDI}

JHE
XM Subs

£
2009E ZHUE

i

JH1E

25

20

15

MMZE  ZMIE Z0ME 2SE
¥ Grus tHubs  —XMEBITDASUD  —Siris EBITDASWD

Subscribers  [milllons)

Jeach operARgg Dreskeven sootwd and with alowsr
(e Exhiblt 27).
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A possible solution: W ait to merge, work together, maximize equity valuations

BY our sxtimates, co-opetition may have the Nighest expacted vafue to shareholders

Co-cpelibon preserves the aphion value lorenkze mow gtthe esimaied merger savings I other wards, the companies can sartlo
redhze synerges now. Jnd paleraly  mprove upon The ability to reshze wgificanl cost sevings whie monetiaing the savings
avaiabtie vim joind marketing, Jdrdnbution. socuring  elc We heliave XM snd Sirlus could avoid regulalory revisw and work
tegether 10 mitigids some of their Pbvious ovartagping expenses such 3 Indusisy awarsness marketing or call
cenler oulsourcing; by dong sowe could see ~0% upade otha Tundame ntal vk of emch pany wih hitie pinal
Jownsde nsk (Exhitet 28). Our «df mates donol orporate Aty savings lo SAC thal may be svailatle vie joil product souron g
and tdnbulion

We bahave (hal the napity of the (ofeatai synecpes would begin to bereanzed n >4 yeurs. worl  the compames can waork
rogethar .nihe short term. st wil {9y the groundwaorl for them (o wark togethey onlarger «ucs sych as technological integra tion or
interoperable devices. Lhershy maximising Ihe sxpecisd valua of 3 mergwe 1o sheteholders i dher words. s merger can
A bedons bythe tme satelife, UM rev share  snd o ogr MMIUNG  cot savings would Decorar reahZable anywey

Extibl 78; XM and Sk doud wat loivige and work toguiber 10 maximize thex sxpected vaios
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Exhitit #8; We beileve 4 lovel of cooninalion Ui ncrease e vk of

Amencas Meda Broagoasting
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Risks to our 12-month price target

Upside:
Uhimaie saledide raio subswenber universe ilaiger than our expedashions and it 1akes [8ss Inne than expeaded toready

Amerger 1sappreved by Al reguialony bodies snd sharehoklers angd cxpected synergas ais fully reshzed

frogramming  and ditnbulion  cosdls eman At auirent levels o o creese, bingng tash flow hioukeven sooner (han cur edimetes
ndicele

Hew compeldnve wrvices fail togan fracion

Wik sgaendd consaner aoepdanae of Blh 1he swivee am)iew oy

Dow neide:

Amerger viejectad and The $ooks ade down g levels conwstent  with tungamentala,
Cateibte probiems  Jdwpset oelays or GEM partnar praodudion saues

Dxsruption  tokey cxclusve conlgnl of onerous royalty 1iles fof music.

Falwe 1o sttrad ond redsin new subsonbers with exusive omtent

further campicalions with requislons mowdng fhe FOC or OJ

Goldman Sachs Ghobal invest Mt Res s oh -]
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Appendix: A deeper dive inlo synergies and other merger considerations

XM/ Sirius merger would fikely create $4-§5 bilion in synergies, but some seems priced in

Since apprfoaching leveln nuaring tundamen! a valualion in late Qctober, marger speculalion sent shares of XM and
Sirtus highar desplts continued negatiye fundament@d trends and no changs in the outlook for satellite radg,
Therclore  webolewa mveslors are shedty ncng i the expecled value of syncrges nthese dods. which we sshimate 15-§ 1553
Lilion gven Ine appieddlion N iNe shures LDependhg on the valustion framework nvestors arg using, wo bakeve edher the
probabuity aswgred toa merger approvid snd execubion aqand syhergies 1stno high or the abscluie valye of synerges istoo high.
Efhed ‘way consansus expectdtions for upward of $10-31% bilion n synerges yel tobe priced into the shares may be overly

Atjgressve

Exhibll J0: Wa beleve 2 mwgsr woulkd be ~40% ucretive (0 BBITDW inthe outyears given the p
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Amences Meda Bromdcasting

Synsrgles. We ballave thers are Hikely large 4nd langible synergles (0 be reallzed 1T XM and Sirlus were 1o merge.
That sald, whils some poleniia synergies are sHi-gqeneraling, mosl of Ihe opportunities are dependent upon
wxscuting againd significant tvchnotogicsl Lo s awnd exhibiting finandad discipine.

We buiteve nvesiors i Lhe spete et 10 cunside The folowing dynamice when cansidering potenital synergies:

Technology: Weboweve thal pcanbined wateldla rad compuny wauld olher have to (1) operale bath <atelkte networky i
ether the lcQacy XM o Linus devices sre churmed off. or (21 furd the repincament o ail exmling and ective radios for which ever
uydemn, yther XM o inus wys wleded 1o -Livive Withn nagither “censio dewe ontempdte s combined company bemng able to
uliize the entire el oite radio wedium. o cven unier 1he recell scendno the surviving racos cun onlty be programamed (O ecoive
hall the specirum. ¥ oyf view, tor the Metged compaty (o exg ol the ohtire bandwidh, new premium produd offerngs would
reed tobe developed and muketled toesplot the ncrened bancowolh cotential aproposlion (oo uncertan and far off tobe
noorporated inivedors Mmodeiy

XM and Sinus wirently operale exclusive cordelidions of qeosynchr onous gnd geodationary sule lites each broadcasting one-
hud of an FOC spactium allocition  Cuw conversdhions with idustcy design enindoss huve led usle boeve |het the radio recsvery
<Nd qround regeders are NLEMpPEIK e becayse ¢ 1) The jepesiers e deagned spedficully (or Ihe angie of the geo-synchronous
(gh) o eorstaliongs yilow ) ortat pallems, and (7Y (he epaalers and chipwets arefured 4and odimeed for the speafic band of
spedrum, wdR physical filters in piace 1o biogk oul the othor hant of [N Decirum os well sSother nearby fraguences. AThCugh we
| eheve The cuupment onthe ground sinceenpaible Jue lohsniware and soitware inutations, we have been unatle o gan
confidence that the satpildes i ihe air ore termingily drud urglly ncompatible; therelore we dassume they couid be reprogram med
rpmoledy.

Contenl; nshot. conienl 1sking and the keys 10 the kingdam are nol cheap The competiive lancsoepe for content wilhin the
<ylclite racke industry has hidoncally Luen herce and we expod | [0 femam 90, We belheve assumunQ a Mergad company
aleviales the competihon for content nay e shoflsghtyd  As lochnoi ogy evolves and consumery are able Loconmme mobile
bromdcast contzmt vy mulliple Celivefy methoos, we believe compebtion for conlent cout d $uft from XM and Sinus 1o lerget
lechnology  entetanmunt o telocornmunicd  Bon compemes with 1fuch despar pocheis. Athough this st seems lhely o happen
regurdless of @ margar, we bulieve the offeds could be warse uncer a merged scenar. asa spartsiranchise (or oflhed content
piovider) may noianger ust bargaw wih XMand Sinus for exdusve vatelile regio broadcast rghts. bl rather demand highe r
prices Dy playing satsile radio agnt J lelecom cporatar for higner exdusve mobie broadcast nghts Smiler tothe OEM
relationships, most cf the Matensl comen | ijew's will be capipng on an Ndivicudl buws (horefore o merged company would e
required tonegoliate with saen conlent provwier ndspendently
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QEM . Our conversetions  #ih cngieers o 'he Lirge (I Ms ond therr supphiers  ndicate thal (L Ms are moving loward providing
uttver sl Inpgts gl adsptors for mufimedid gplhons, compsied 10 plevious frends of propnelary  cosed sydems. Nthe trend

Amencas Meda Broaocating

Frogressey. we bepeve Ihat sinergod slelile Taiko company wonld woolinue fohdve W0 pdy lor B8 pesence v the dashboard, jusd

uSXM and Linus aurrendly 0. K.§ Ul Undurtanding.

wipat of thew whillun aQreemants wih the radip companies, that GM, Ford,
[hanlet Chyder, and CMW have areteived acarbialwn  of itvenue shares ad eguty grants end Horde hay teceived ol lensl

euqdily granis foincorporal ¢ @lellie radiod arthe fauy evel Missnd from 1Ns i s loyola which we bekirve will ik ely receive
At least soime level of Lampensalion by Ehe oom of e rhoatug Teimmalics soegium alfocalion nheu of cash or o

Allhough werecogni® tat amarged aHelife (avo L pany woul Jdhhely have inceased bargaimng puwer with i3 cisnbutors
ance the GEMS ctidrly aswabe wane vidlue touilonng sulelite tadio a3 an oplich, we are Skuphcsl That mod OBMs would Udevia le

reanmngtully from Thew cuftent agreemenis when they come up forrenegotiation. As shown 10 bihi bt 31, the vanous agreemenis
wilh the OEMS expiw ot staypered mier vats therslore Jimerged compeany would il be reqused to negolide with euch OBEM
ndependerdly.

Exhilt 317 OBM confiad exprations io s1agpered, S04 merged XM and Sius may Al haye Morm DAGENNG  power
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Cther merger considerations

Potton pril rules ouf the idea of 3 hostile takeover

Inour view, B0 XM and “Einus merger mud be supparted by bot h managements cus tod polson-pdl  dueuse 1n AM's shareholder
syreoment. Under 1he sqreement, Wy benehusl owner were 1o oloss d 15% owneranip threnal d.the poisan il 15 adivated,
enabing olher vxking shdrenoloers topurchdse upio Two tIMe sthe value of buch Right {currenily vakied at §50). This wouid
diule the goquirer 3 cwnership fake. making ot grohibdivaly  cipensva 19 yompiele airdnsact on without management’'s bacng .

Subscriber accounming ditferences—W hat will the combined subscriber count be?

AM and sinus have ‘ubstontialy Ufterent aibsoiber sccounting poliges that would afiect the subscnber coumM of a mergod
compuny  More quesficaly  Sous counts CEM subyaibers asd vehide s Jupped from the fadory, white M counts an CEM
abotnber asa vemde ucwid  Hhus vebiges ool 101y with LAnes rados wading 10 be 0)d eie Hik consd ered ubsenber 3.
Althaugh Susiness tindamentals would 1ol change, the oplics Tor investors wodid as either Sinus would have loredyce is
swbaaiber count of XM woulg Ndve togioss g ds ubsnber 51Q contoim 1o patenbal cofs choalod acoounling methods.

OEM partners are both shareholders and participants 10 revenus-shari Ng agreemems

e mapanty of Somdsbe 010 wles dre brovided by OBMy with owndiship of XM and Sous s well as partiopsnls 0 40 anmpdy of
revenus sharng sqreements Wy beleve L1 MS may be caubous 1o upprove jiransaction withew (1)increased and o guarantesd
future puAapelion i revenue ood equdy shals and 1 23mpul on the tenms of 8 nerger snd which technology wdl be used. For
erample it seems rcasonable 1oenwaan 3 Wenano i yhich on CEM. whome technology would berefired. wouid ofgpose the
lransadion s luhcnless fac1os woukl theh Denstaled @ lérge percentage of curs.
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Estimate revisions

Amevicas Meda Hroadcasting

Pxhubs 32 and 33 show deteis of our estimute revisions for Dulh ompanies

Ihe chunQes refled our lowerded subsgiber estimales

flowing thiough the moodel. Agihe companies cpaded not oddbons below our foutth-iuerter 006 esimatos and wo expedt fewer

nel additions m 200i ind beyond. odr expanse cAMmules ark owersd, esaling 0 higher 75

Exhibll 32: XM Saleliie Radio sdimate revisions
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BB 33, Sim Satwliis Radio sdimate mvisons
S milllons, excepl per <hare (uth

AV
Casmmn e ey
g 1.t
™ i
bk Trwr

£ u e mE
et

™

iy Y .

)
ELT I .-:

L LI nows| e wmy

il e — .
e —

s -
) s

-

-
——

NLT Ty
e

P D g A

“Solgman Sachs Clobal v esd e Reviss ch N

XM-S-0001782

xlD: BQ3165 EDiract © 2004 - 2008 Alphat.it. Page 31 of 35 XME-008-00002765




et 803165

trbruaey 11,007 sunencas Mrda. Broarcasting

Reg AC .

|, Mark Viien ks CFA had:ycuhrymdal of thmiews eugressadin this nportaccu ol FHectmy o efuon Jviews, abcul Th yar A+ Thew | alnc cant ity
That b partst my > 1n i vl e, dl hy4ir i ety ) o Ly e peoci e un 1T U i views el es el s rapod

Investment profile
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Narth America Equity Research
13 July 2008

Satellite Radio

Bear Scenario, While Unlikely, Highlights Sector Risks

We've estimated Jownside risks for satellile radio in u "bear case Smal-Mid Cap Meda

scenario,” which we deline as a) a 2006 peak m gross addiony ol Barton Crockett*
new, self-paying subscribers and by meamngfully higher rghts fees 1212 6226426

o record labels. Our conclision? Due o lagh ived costs and bist crouketi € torgan com
insullicient scale ad current subseriber Tevels, satelie rudiv stocks Robert J Miacci, CFA
could trade meantnglully lower, in the 3% to 75% runge 11-212) 5226386

\(ﬂﬂ"] !||I|dl.l@)pﬂ1ﬂlgdﬂ ooy
= in the bear scenario. we assume thet gross addiions of eif-paving
subs (those pet on an OEM promutionsl period) peak 3y 2006 und
conbnue at the same level through 2015 Tles resulls in a lotal of
only 23.5m industry satellite radio subscriptions by 2010, H0Pa of
cars on the road, vs. owr baseline model assumphions  [or 36.6m
subs and 15% penetration by then.

While bulls may see our bear seenario as implanstble, we Jisagree
Instead, we see 1t as a pluasible view thal consuner interest could
peak atter [Howard Sterm's high peofile transtton to Sunus,
although uitimately we expect betles growth,

While ovur buseline models assune that imereased OFEM tactory
italls boost self-pay gross adds, the bear scenario oltsets OFM
{actory installs by reducing self-pav converson rates und retad
sales. T'he beur scenurio also asstumes that sateihite radio pays 11%
of sales For music rights fees, vi. 7% currently, that other expenses
grow at low inflationary ratesand that XM's SAC gross add levels
out trom here while Sirius' dechines to XM's lovel. The result is the
industry does not generate meam ngful, sustainable unleverzed ITee
cash tlow until ofter 2010 vs. our published est of $1.3b- by 2010.

While we see our buseline madels as the more fikely scenarios, fear
of a bearish outcome we belteve will constram satellite radio shares
in an e¢nviconment where other factors, such as vy growth m regai
gross additions, or consumer spend mg. are lackluster. We see this as
the current environment. with tough H4QU6  retml comps  and
widespread mucro concerns about the consumer. This 1y why we
continue to mamtsin Newtral raungs on both XM and Siras. despite
prowth in new subscrebers.

J.P. Morgan Sscurities Ina.

See page 18 for analyst certification and important disclosures, including investment banking relationships.
JPMorgan does and seeks (0 do business mih umpanies covered in its eseach eports As o msult, snvesions should be aware that the firm
may have a contlict of interest thal couid ecl the objectvity of this regor  Investors snould consider s repar as oniy a single factor in
mak:ng their investment decision Customers of JPMogan in the United iates ¢an meewve independent, thind-party reseath on the company
Grcompanies coveredtn s fopon, atno costto them. where sLehreseath 1s avirloble Tustomers can access this indepence nt esearch al
new. morgonmiket 5 comor can call 1 80C-477 040 % 10l free 10 U est & capy of tis msearch
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The Bear Scenario

Cur heae cwe seenurio For the silctlite mdio industry Atempts to gauge downnide
nshs for the shires by cshimating camings fevorpe in an environment whore growth
tulls wall short of our publishad models nd consensus cxpectitions, To do this, we
maka aserien ol hoy mnumptions, including o) groas additions of new sclf-paying
subscribers {those not onin OFM promotionat period) peak in 006, b) foe paymenta
lor music nghts grow froin 7% ol sales curmently to 11%0 siating in 2007 ) that
NA's SAC/pross add levels out from here, while Sirius’ trends towards XM's leved
over the nuxt severnd yeam and d) thal other expenaas growth at inflationary rates.

Saellite ndio bulls would argue that this gross sddition msumption is unreadistic,
and that gross widitions of new scit-paying subscribers cun only nisc as satellite radio
i [waory-ims L lted inlo mone vehicles, making Lhe service mone desirable, We agree
thut nutomukers are Jikely to mmp up factory instullations. And. in our baseline
mendel, we msume thit this results in yubstantisf growth in self-paying subs, the key
driver of value for the sector, we belivve, | lowever, in our bear scenanio, we lake
what we see aw o plausible. although las likely viaw, that factory installations don’t
mecaningtully murase sellopuving gross adds. Instumd, they reanit in a shift of
demund - out uiretail, and alvo o deling in convernsion rites of OEM promotional subs
into sulf-paying subs. Put Jitfaently. this ssenanio s comparable to sssuming that
consumer interad in saleblile radw haw pusked, wnd lovas oul rom here, Wesee thia
@ o plausible view of consumer demand -- wsentially. that after aspurt of
wnprecedented  media attention surounding Floward Stern's migrstion to Sinus, that
wonsumer intcrast levels out from bere. 1his is a bowish scenano because sateilite
radics hew Targe fixed costs. making cumings extramely sonsitive to modemte
vanations 10 suhsariboer srowth cetimatos.

Bear Scenarios vs. Baseline Models

mLigure 1. we outhne the kev ditfaenee 1nour bear seenwso va baseline modet,
which s tha nthe bear cime pross adds of self-payming subscnbers level out near the
wilimated lotal ol 6.8m 10 2006, whibe in our buse cuse models slf-pay gross adds
kevp growing 10 11.53m in 2010 4nd 19.2m in 2015
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Figwe 1: SeitPay Gross Adds: Bear Cage vs Baseline Mode!
Tubsrbeis. 0 {GOC)

22,000
20,000
15,000
10,000
5,060
il

|

T T T T T T T T T 1
2005 2006E 200/E 7008F Q0% 2MOE 2011 2012E GO12E 2014E 20156
—g—Bear Case —gu Pubimhed Models
Lourcy WMorgan ssiensies Conpany dma.

A shown i Figune 2this neiuls inondy 23.5m idustry subseribam in 2000, vasus
our published modd estimutes for 36.6m by then, which. we believe, is reasonably
consistant with most published viavs

Feguwre 2: EOP Subs, Bear Case vs Basaline Modeis
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As shown in Freure 3 the bar seemmio v ivw equatey to satellite nadio subscariptions
hy 2018 cquadling cnlv ahout 10%e of cars on the road by 2010, «ereun our published
models which presume 150 penctration.
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