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Dear Ms. Dortch:

In accordance with the Order adopting the Protective Order,’ the Order adopting the
Second Protective Order,” and the instructions we have received from the staff of
the Media Bureau, enclosed please find two redacted copies of documents requested
by the staff of the Media Bureau, as well as a redacted production log,.

Per the Protective Orders and staff instructions, Sirius is filing today, under separate
transmittal, one redacted, public version of these documents via ECFS and one
unredacted paper copy of these documents with the Secretary’s Office. In addition,
six unredacted paper copies, two unredacted electronic copies, and one redacted
paper copy of the documents are being hand-delivered to Jamila Bess Johnson of
the Industry Analysis Division of the Media Bureau.

The unredacted version of confidential information will be made available for
inspection, pursuarit to the terms of the First Protective Order or the Second
Protective Order, as applicable, at the offices of Wiley Rein LLP, 1776 K Street
NW, Washington, D.C. 20006. Counse] for parties to this proceeding should
contact Peter ID. Shields at (202) 719-3249 or Nicholas M. Holland at (202) 719-
4632 to coordinate access after they comply with the terms of the First Protective
Order or Second Protective Order, as applicable. Parties seeking access to

! Applications of Sirius Satellite Radio Inc. and XM Satellite Radio Holdings

Inc. For Approval to Transfer Control, MB Docket No. 07-57, Protective Order,
DA 07-3135 (rel. Jul. 11, 2007) (“First Protective Order™).

2 Applications of Sirius Satellite Radio Inc. and XM Satellite Radio Holdings

Inc. For Approval to Transfer Control, MB Docket No. 07-57, Protective Order,
DA 07-4666 (rel. Nov. 16, 2007) (“Second Protective Order”).
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Confidential or Highly Confidential documents should serve the required
Acknowledgement of Confidentiality on Peter D. Shields and Nicholas M. Holland
at Wiley Rein LLP, 1776 K Street, NW, Washington, D.C. 20006.

If you have any questions, please do not hesitate to contact the undersigned.

Sincerely,

Q&@J} Hhadel

Jennifer D. Hindin

Enclosures

cc: Jamila Bess Johnson, Industry Analysis Division, Media Bureau
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Media and Internet

April 4, 2007

Still See 55%-60% Probability of Merger; Things
Aren't That Bad Absent a Merger

Kit Spring, CFA 303.291.5201 springk@stifel.com

With another recent ~21% pullback in SIRl and XMSR since their merger announcement, we believe the shares
offer an excellent risk/reward.

We continue to see a 55%-60% probability of merger approval and believe that recent NAB opposition
highlights that terrestrial radio may be considered competition by the DO..

Recent weak February retail NPD data were in line with expectations, thus we see no reason to adjust
subscriber estimates from a month ago. We continue to see subscriber growth of 34% for SIRI and 15% for
XMSR in 2007.

Business models are not broken if OEMs ramp up penetration, in our view. While iPod jacks in cars, instead of
satellite radio, is a likely risk, we continue to believe that satellite radio will utlimately be standard - similar to
the ramp-up of CD players in cars.

Balance sheets are in pretty good order, in our view, with cash, borrowing capacity, and debt carve-out
provisions.

Potential for positive catalysts: 1) merger could be unexpectedly approved by DOJ in late summer, 2)
comparisons in retail channel get materially easier by 2Q, 3) a large OEM could commit to going standard,
similar to several small operators.

What could go wrong: 1) XMSR's 2007 subscriber guidance is likely too high (we are at 8.77MM vs guidance of
9.0-8.2MM), 2) weak retail sales could be a leading indicator for rising churn or lower OEM conversion, 3)
OEM's could stop at 40% instead of moving toward standard, 4) a merger could be denied, though we think
that is already expected.

We find SIRI (Buy - $3.09) a better value on a stand-alone basis. We are maintaining our $18 target on XMSR
{Buy - $12.14) based on a 5-year DCF value of $14.50, plus $3.50 merger cption and $5 target on SIRI based en
a stand-alone DCF.

Pullback offers an attractive buying opportunity: SIRI and XMSR are down 20% and 21%, respectively, since the
proposed merger announcement, versus the S&P 2%. Other than stock market weakness/consumer spending
concerns, we have seen no new data points that change our outlook on either the merger or a stand-alone basis. Our
target prices remain $5 for SIRI (based or a 5-year DCF or 16x 2012 FCF discounted at 13%) and $18 for XMSR,
based on a 5-year DCF, which assumes a 10x terminal multiple on EV/FCF and EV/EBITDA and a 10.3% WACC, plus
option value of a merger of $3.50. A merger completion in which XMSR received 58% of the $5B of merger synergies
would result in a $23 target, all else being equal.

Continue to see 55%-60% probability of merger approval versus stock discounting only 25%: We think the
Street is only discounting a 25% probability of a merger approval, perhaps because of early negative comments by
FCC Chairmain Kevin Martin and several recent negative press articles highlighting studies. To the contrary, we heard
nothing in early Congressional hearings that suggested a political roadblock. While there was healthy skepticism by
congressman at hearings, there did not seem to be outrage. Nor has there been consumer uproar. We have included
a more detailed section on our logic as to why a merger makes sense later in this note. We believe a merger is in the
public interest because it would increase competition between terrestrial and satellite radio. Satellite radio’s market
share is pretty low - about 3% by year-end measured by listening or revenues. We believe most people will likely
never subscribe. These people could benefit from a merger because it would likely cause free radio to cut back on the
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commercials - simitar to Clear Channel's "l.ess Is More" program in 2005. For satellite radio subscribers the merger
would be neutral - they could potentially raise prices {though switching between XMSR and SIRI is unlikely anyway in
the OEM channel), but consumers would definitely get better programming. We continue to believe that the DCJ is the
key to approving the merger - we doubt the FCC would go against the merger if approved by the DOJ. It is also our
belief that the DOJ wil! look at the deal mare intellectually, rather than pandering to political interests (less so for the
FCC).

We believe "sneaky" lobbying efforts by the National Association of Broadcasters highlight that terrestrial
radio shouid be considered competition. We believe shares of SIRI and XMSR have reacted negatively to press
releases and articles concerning oppositicn to the deal by the Carmel Group, the Consumer Coalition for Competition
in Satellite Radio, Criterion Economics, and the Alabama House of Representatives. It is our understanding that all of
the parties are supported by, or have members of, the National Association of Broadcasters. Thus, such reports have
conflicts of interest. We also read each of them except for the Carmel Group and found them to be filled with
omissions and logical flaws. In our view, such labbying efforts by the NAB point to the likelihood that terrestrial radio is
competition for satellite radio. We are concerned that these lobbying efforts will work, but are optimistic that the DOJ
may see past such conflicted studies.

Recent weak February retail NPD data were in line with expectations: Feb YOY sales were down 33%, though
this represented a sequential improvement from Jan and in line with our estimates. Bears cite that such statistics
prove interest for satellite radio is waning and that churn rates will soon rise. While we admit that the iPod popularity
has probably negatively impacted satellite radio, we note there were tough Howard Stern comparisons. Also,
cannibalization from the growing OEM channel lessens need to go to Best Buy, but doesn't mean consumers don't
want satellite radio.

Business models are not broken if OEMs ramp up penetration: We believe investors are concerned that these
companies are trying to merge because they overpaid for content and can't survive on their own. We admit that SIR| &
XMSR likely overpaid for certain content (Martha, Oprah, MLB, and NASCAR) but think it is too draconian to say that
the business models are broken. In our view, the key variable is the penetration rate of new cars - currently just below
30% of new vehicles. We believe penetration will rise to ~75% by 2012 - similar to CD players. This key assumption
yields stand-alone target prices of $5 for SIRI and $14 for XMSR. If penetration only gets to 30%-40% because OEM's
put iPod jacks in cars instead of satellite radio, then we see downside to $2 for XMSR and $2.75 for SIRIl. We continue
to believe it is more logical that OEM’s ultimately factory install satellite radios for the following reasons: 1) XMSR and
SIRI subsidize the equipment to OEM's and OEM's get revenue shares, 2) several small manufacturers have
announced plans to go standard or near standard including Hyundai, KIA, Audi, Volkswagen, and Ford Canada, and
3) cost and size of installing radios should fall as radios are mass produced and new chipsets are introduced.

Balance sheets appear to be in pretty good order with cash, borrowing capacity, and debt carve-out
provisions. SIR| ended 2006 with cash of $393MM and short-term investments of $93MM, adding to total cash and
investments of $487MM. Additionally, SIRI has an existing credit facility with Loral of $100MM to fund future satellite
launches. Qur model suggests that SIRI will burn through $378MM of cash in 2007 and $182MM in 2008 before
generating $250MM in 2009. Some might conclude that SIRI thus does not have enough liquidity based on the cash
position and existing borrowing. We would view this as an incorrect conclusion, as it is our understanding that SIRI
also has a carve-out provision on its debt covenants that allow it to borrow an additional $500MM. Certainly it is
possible that if things get really bad, there won't be banks to lend SIRI money, but given such banks would be fairly
high up in the capital strucutre we view such a doomsday scenario as unlikely. Qur model shows that SIRI will have to
borrow a peak of $220MM on its credit facilities in 2008, but that it would be able to quickly pay it off in 2009 or 2010.
XMSR ended 2006 with $219MM of cash and $400MM of untapped credit facilities in place. XMSR also did a $244MM
sale leaseback earlier this year. We project XMSR wilt burn $360MM of cash this year and $57MM in 2008 before
turning cash flow positive in 2009. Our models indicate that XMSR wil! need to tap $50-3100MM of its credit facilities,
leaving ample room for cushion in the event our cash estimates are too aggressive.

February NPD data :

XM improved its market share yly, category sales declines continued at a similar pace: According to our
proprietary analysis of retail sales data from NPD Techworld, total retail sales were down 33% y/y in February. This
pace represents an improvement from the 45% yfy decline in January, the 47% y/y decline we saw in December, and
the 45% decline in November (4Q06 overall was alsc down 45% y/fy). The market-share splitin February was
57%/43% SIRIIXMSR, versus a split of 55/45 in January. We view these results as consistent with our expectations.
The y/y slowdowns in retail are likely due to consumer saturation, displacement of natural sub growth to earlier periods
due to Howard Stern and more availability of radios in new cars. For 2007 we expect about half of net additions will be
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derived from retait for SIR| and about 20% from retail for XMSR.

XM's sales pace improved sequentially while Sirius’ pace worsened, likely due to Howard Stern comp: XM's
February sales were down about 37% y/y, and slightly worse than the 30% y/y decline in sales reported in January,
but better than the 47% decline in 4Q06. Sirius' sales were down 33% y/y in February, an improvement from down
54% in January and 43% in 4QC6. SIRI had very tough Howard Stern comparisons in 4Q, January and February,
which get substantially easier throughout the course of the year.

SIR! is a better stand-alone investment (absent a merger) than XMSR: This is mainly because we believe XMSR
has some merger premium priced into the stock. We continue to derive a $5 target price with no merger synergies for
SIRI. Our target is based on a 5-year DCF with a WACC of 10.2% and a terminal EV/FCF mulliple of 2.1x. The key
driver of value is new car penetration, which we forecast will continue to ramp up from 21% of production in 2006 to
65% by decade-end, We continue to see a 55% probability of merger approval, which could add $1 to our target for
SIRI shares.

Maintaining target of $18 on shares of XMSR: Our targel remains at $18 and is based on a 5-Year DCF, which
assumes a 10x terminal multiple on EV/FCF and EV/EBITDA and a 10.3% WACC, plus option value of a merger of
$3.45. A merger completion in which XMSR received 58% of the $5B of merger synergies would result in a $23 target,
all else being equal.

Review of Merger Thoughts:

We believe the probability of an FCC/DOJ merger approval is ~55%, with market definition as the key variable.
Whether or not the merger would be approved depends on if satellite radio is defined as part of a market that includes
or excludes terrestrial radio and to a far lesser extent iPods/MP3 players and Internet radio ovey, both wired and
wireless. We believe it is more than likely that zll or some of the above would be considered listening allernatives, in
which case XMSR and SIRI combined would have a minimal market share - 6% if the market is satellite radio plus
terrestrial radio, 4% if the market is defined as satellite radio plus terrestrial radio plus iPods/digital music. The DOJ
defines a market as "any grouping of sales (or other commercial transactions) in which each of the firms whose sales
are included enjoys some advantage in competing with those firms whose sales are not included. The advantage need
not be great, for so long as it is significant it defines an area of effective competition among the included sellers in
which the competition of the excluded sellers is, ex hypothesis, less effective. The process of market definition may
result in identification of several appropriate markets in which to test the probable compstitive effects of a particular
merger.” According to the second sentence, we believe one could reasonably determine that the market is either
overall radio, satellite radio, or a broader definition including iPods/digital music. The third sentence leads us to believe
that satellite radio is its own market. Perhaps the final sentence, which says multiple definitions may be considered, is
the maost relevant. Based on our analysis of estimated market weightings, we calculate a 55% likelihood of a merger
approval and a 45% possibility of disapproval. In our view it really comes down to whether terrestrial radio is a
competitor or not. Given that satellite radio's revenue is now about 6% that of radic revenue and a projected ~21% by
2010, we put a higher likelihood on including terrestrial radio than not.

Combined future (2010) revenue share weould be slightly more than CCU's national share, but significantly
less than the 35% local limit: If our long-term forecasts for XMSR and SIR! are correct, we foresee satellite radio’s
market share of radio industry revenues at ~21%. While this is slightly bigger than Clear Channel's current 18%
revenue share of the radio industry's $21B pie, it does not seem to be an alarming share size relative to other sectors
within the media industry (ex: cable, newspapers, local TV, etc.}. Perhaps what is more important is not nationat share,
but local share, since most radic listening is local in nature. Assuming a relatively proportionate dispersion of satellite
radio customers by designated market area, satellite radio would have a simitar local radio revenue market share (6%
now and 21% by 2010).

Price increase restrictions could improve the likelihood of a deal passing: Sirius and XM could agree to price
increase limitations and the deal would still make a ton of sense, in our opinion. The real goal of this merger is not to
become a monopoly and gouge customers, but to offer more channels to consumers in order to better compete with
radio and cut costs dramatically. We doubt Sirius & XM will initially suggest price restrictions as a way to close the
deal, but should the DO. object, such a scenario is plausible, in our view. This scenario will likely increase the
probability of an approval.

Failing company clause is unlikely to come into play, in our veiw, but something to consider when calcufating
potential downside risk: According to the DOJ, "a merger which the Department would otherwise challenge will
ordinarily not be challenged if (i) the rescurces of ane of the merging firms are so depleted and its prospects for
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rehabilitation so remote that the firm faces the clear probability of a business failure". While both XMSR and SIRI have
lost billions to date, we do not believe either firm is anywhere close to a liquidity crisis. However, politicians may
consider the losses when deciding whether to lobby for or against this merger, which would be a positive in our view.

In the event that XM and Sirius don't meet our financial projections and a liquidity event does occur, we believe the
DOJ language above suggests a high likelihood of approval, though obviously our industry projections would have to
come down, offsetting much of the merger upside potential.

Political opposition may not be that bad. Merger perhaps a net positive for existing customers: As always, we
believe politics will come into play as te whether the merger is approved. Overall, while there will be dissenters, we do
not see vehement opposition by any powerful lobbying organizations. We believe the core reason is that consumers of
salellite radio are typically of a higher income demographic who might look forward to the potential benefits of the
merger (more programming and channels, lower cost, mass-produced radios, etc.) more than the potential
disadvantages of increases in market power. One consideration is who's in charge - Democrats or Republicans.
Democrats typically oppose media mergers, while Republicans typically approve. The Democrats are now in charge of
the House and the Senate after the election, and this is probably a negative on the margin. However, Republicans still
have the majority in terms of FCC commissioners. We believe it makes sense to try now in case Democrats regain the
power there in the future. While Democrats have protested past media consclidation, we're not sure they would be up
in arms against this deal. Satellite radio is one of the few radio outlets that carries a liberal alternative to Rush
Limbaugh and it has virtually no share of political advertising.

The radio industry is likely to disapprove of the merger since it could make the satellite product stronger, perhaps
somewhat offset by the mentality that one competitor could be better than two. The radio industry is largely
represented by the National Association of Broadcasters, a very powerful lobbying organization, particularly with the
FCC, one of the two parties that would need to approve the merger. We think that the NAB is highly focused on
loosening ownership limits in TV and to a lesser extent radio. It might be inconsistent for the NAB to strongly oppose
this merger and still argue for its own consolidation agenda. The music industry, another powerful organization,
probably shouldn't care and should perhaps support the merger. Music is a regulated monopoly, so the increased
power of a combo wouldn't impact music's pricing whatsoever. Also, music gels higher royalties from satellite than
terrestrial, arguing for support of a merger assuming it would result in more subs via more channels. Electronics
retailers like Best Buy and Circuit City may prefer to have competition, offset by an easier product to sell.
Manufacturers of radios probably wouldn't have extremely strong feelings - while they could lose some leverage over
subsidies, one service would reduce risk and may spur more consumer interest. We believe the auto manufacturers
might be generally opposed but have mixed feelings. The negative for OEMs is that the finance guys couldn't pit
XMSR and SIRI against each other to get a higher cut of revenues. However, the operating guys would prefer to have
one technology to support and the salespeople would likely welcome being able to offer more programming.
Consumer groups could raise some opposition about pricing concerns, though we're not sure high income existing
customers are going to raise a stink and note that both SIR! and XMSR already have no competition in
factory-installed cars. Programmers like the NFL or NASCAR {and especially Howard Stern) would truly miss bidding
up prices, but we wouldn't consider them powerful lobbying organizations. A decreased cost of programming going
forward could actually be good for consumers.

DISH/DTV as a case study - radio market is different: We have often heard investors posit that because DISH/DTV,
who had a compelitor in cable and weren't allowed to merge in 2001, then XMSR/SIRI won't be allowed to merge. We
think the main flaw with this logic is that that terrestrial radio is a much more viable listening substitute for satellite
radio, as compared to terrestrial TV broadcasting {local ABC, CBS, NBC, FOX affiliates that can be received without
cable) relative to satellite TV. This is evidenced by the market share of penetration for multichannel pay TV (86% of
households) relative to satellite radic (~8% of households after adjusting subscribers down for family plans). This is
perhaps due to the immature market for satellite radio, but also likely due to the idea that radio is less important than
TV for most consumers and that exclusivity of programming is more contrasting for something like ESPN on
cable/satellite than it is for ESPN radio on satellite radio.

Synergy estimate of $5B - nearly 40% upside potential relative to existing enterprise value: The media sector
has historically been characterized by a ccnsolidation mentality where bigger is better. We can think of countless
mergers where companies stretched for synergies to get bigger. Contrary to the norm in media, in the case of
XMSR/SIRI, we see dramatic synergies - $5B in present value terms - which equates to almost half of the current
combined enterprise values. The essence of the synergies is that 1) the high fixed costs such as sateliites and
infrastructure could be effectively cut in half, and 2) XMSR and SIRi wouldn't have to beat each other up by
overpaying for content and while negotiating the right to be in new cars.

Merger model synergy assumptions are as follows: We have attached a line-by-line analysis of the income
statement for revenue and expense synergies. We admit that there is a high variability of outcomes. One of our
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greatest challenges in figuring out potential synergies is the cost, time, and feasibility of combining the two networks.
Certainly there are a variety of outcomes that only management could truly answer. We are currently assuming a total
upfront cost of combining the networks of $1.4 billion, including merger and severance fees and network consolidation
costs. On a normalized basis we then calculate $503MM of annual costs savings, which would have a present value of
$6.4 billion, or $5 billion net of the upfront costs. On the revenue side, we assume the combo will be able to offer more
programming by combining channels leading to .8MM more subs over time. We assume no ARPU synergies as the
combo may have to agree to price restrictions to get a deal done. This yields $108MM of revenue synergies per
annum. On the cost sice we see synergies on almost every line item as the combo consclidates networks, R&D and
G&A personnel. Over time the combe should be able to save on programming and OEM splits slightly. SAC and

CPGA could come down modestly as the combo would lead to faster mass production of radios and less advertising.

Page 5

REDACTED - FOR PUBLIC INSPECTION SIRIUS-FCC-SUPP.000912



g abey

SALeLN]sa SNEIICIN RIS PUE PLAWUDSL OdN '3INog

L

»%ov% R ) B oob & o & pb b
aam@ﬂ%%ﬁ« I aaf%oa %%%o%% ¥ o n.%%ﬁ%n.a %.ou %,%% %%‘a.

%o

| | wos
5| T %oz

4§ sor

- %0v

Y08

%09

~%0L

Sleys joyIe [1B19Yy SYSINX

«a %&%o oy aoaa oaaoom%aa ﬁa &Ma a.waa.wa owa oﬂa ..Ma .M%Ma oa ﬂ%ﬂa 5 a,. aw.a qwa .Ma ..Ma ..uaauo ® ao% % ﬁoﬂ%a”a aﬂa a.,..%o”o»%Uv 4
T %0

- %01
- %02
- %0€
. 4t %0p
i - %08
- %09
- %0L
- %08

aleys jaxeN [1B)9Y S,IJIS

L00Z ¥ |ICY 12UI2]U] puE BIPA

~ SIRIUS-FCC-SUPP.000913

REDACTED - FOR PUBLIC INSPECTION



NOILO3dSNI 218Nd ¥04 - a3Lova3y

£16000°'ddNS-DD4-SNIYIS

Media and Internet

¥y

SIRI's share EEXMSR's Share

— T T T T T T T T

o P b L P P £ & P & &
S - °«Q‘>"gh°§£d"' o e 9&"9\»"‘9&*99““\ °° "» sef“s’c‘g:’ﬁf o -p’ “'ﬁ""\ ¥

300% -
250% -
200%
150% -
100% -

50% -

SIRI's yly growth in the NPD retail channel

0%

'5""’%“?”’ L
-100% -

o“*o“»‘?‘@‘ qbanagao;asp %tnhﬁtbsgn
b

n"é'}oqo@'p ,*'S‘)o“)\\o ‘5009@“»‘,9*5\

Seurce: NFD Techworld and Stife! Nicoleus sstimates

April 4, 2007

Page 7



NOIL23dSNI 21718Nd 404 - @3.L2v3a3d

§16000'ddNS-004-SNIHIS

Media and Intemet

120% -
100%
80%
60%
40%
20%
0%
0% - Faf S
60% -
=80% -

XM's yly growth in the NPD retail channel

20% IS E D FF B

f:PQ

P& W F W s

&

?9"9"»"’&"9"’9‘\5)"»"9"»"9"»" P *’sf"snd—'#" “'—'
oggooq ‘5'%9 o ,‘a“é"*ﬁ“s“v e° 30

: . f%’b@ﬂi&["

April 4, 2007

300% -
250% -
200% -
150% -
100% - §

50% -

0% 8
Ja Fe Ma Ap M
—50% 7 r: hf r.a r? y.a

_100,%_04 04 04 04 04

SIRI's yly growth

Au Se Oc No De
g~ p- 1= ' c=

04 04 04 04 04 04

n=

05

Fe Ma Ap Ma
b- = r- y-
05 05 05 05

BXMSR's yly growth []Total y/y growth

T T 3
Fe Ma Ap Ma Ju
b r- -~ ¥ - uk g
06 06 06 06 06 06 06

- v
06 06 06 07

Source: NPD Techwordd and Stifel Nicolaus estimates

Page 8



NOILOIdSNI 2I189Nd ¥O4 - A310vaaN

916000'ddNS-004-SNIHIS

Media and Internet April 4, 2007
Sirius Safellite Radio - STRI
OFEM Subscriber Adds Analysis
(subs in theusands)
4Q04 1005 2005 3005 4Q05 1Q06 20Q06 3Q06 4006 10Q07 2007 3007 4007

Sirius-installed automobiles (000s}
Chrysler model year 2005 (11 model lines) 35 35 55 37
Chrysler mode! year 2006 (750k) 63 18R 1’8 188 10
Chrysler model year 2007 67 238 238 238 158
Chrysler model year 2008 84 252
Ford modet year 2006 { \MM for ‘06 & '07) 17 50 50 50 a3
Ford mode! year 2007 (quadruple 2006 installs} 67 200 200 200 133
Ford modet year 2008 (777 - no guidance vet) 9l 274
Other - Audi, BMW, Mazda, Mercedes, Mitsubishi, Vollkswagon, etc. 55 63 %2 a1 36 38 152 39 78 25 25 25 25
Estimated gross adds 110 118 137 176 273 276 390 326 516 463 463 492 552

yiy change 148% 134% 184% 85% B9 68% 19% 51% %

Subscribers in OEM Promotional Period 118 247 41 495 668 914 938 L1157 1,254 1,304 1,405 1,494
Churp
Chrysler model year 2005 (12 month mial} 25 25 25 17
Chrysler model year 2006 (12 month trial} 2R 84 84 84 45
Chrysler model year 2007 (12 month trial) 30 107
Chrysler model year 2008 (12 month trial}
Ford model year 2006 (6 month trial) 8 23 23 23 L5
Ford model year 2607 (6 month trial) 30 90 90 90
Ford model year 2008 (6 month toial)
Other 7 10 16 27 7 18 18 22 23 16 49 56 63
Estimated total OEM churn 7 10 16 27 32 £1 65 20 130 165 23 221 262
Net OEM additions in the quarter 103 108 122 149 242 225 a25 216 386 207 240 272 290
Net OEM additions in the ycar 182 620 1,135 1,068
Net retail additions in the quarter 376 199 245 210 901 535 76 206 559 199 152 135 466
Net retail additions in the year 696 1,554 1,576 943
Stifel estimated net additions in the quarter 480 06 367 389 1,143 T60 601 442 945 497 3n 397 756
Stifel estimated net additions in the year 878 2,175 2,712 2,041
Source: Company reports, Stifel Nicolaus estimates
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Sirlus Satelllie Radlo - SIRD
Quarterly Incofue Stalement

% in milliuns, excepl per share dala) 20044 20054 10064 2Q06A 30064 40064 20064 1Q07E 2O07E JQ0TE 40Q07E 2007E
Ciross GEM. additions . . 0196 .. . -D70S 0276 ©0380.... .. 0326 .af6 0463 .. 0492 0,552 1,969
yiy growih e R 261% . i3d% T 1Ra% RS L DET% Ll 51% Wy ek
Churnin querler O X PR P FPee 11 (] 0065 0 0B 1107 0.223 0225 0:871
Net OEM pididnns N a8t 0620 0% ooms T o 0349 a0 0272 108
¥iy growth EE 241% e 16 hLL o S I5% L%
%0 of 1otal for the petindg: . 2l o NHIYeGC T B4% o R4y 1A Rty . sd%
Cross retasl additons. 1815 " 0.6821 D46 040 0788 . 2312 . 0408 0379 0260 o7 1.854
Wiy growil 2% 1B S a2 2% T W % T % T L1% <l 22
Churn in quarler B B X T R AT 0203 W22 U 0746 0210 6227 0234 o241 (]
Net retail additions’ T84 [E:13 0276 0206 sy COLSTE - 199 o 0182 T pads 0;543
iy growth . L LR T 3 CI3% T 2% ; B LR XU ARTEEE. L) . L
4 of tolal For she peried 2% % 6% 8% % MY L % 46%

Toal gross addions 50T

* Ingremsental % of hew nddtlions foryear: .
Tofal el addifions 30 DT E PN
Irischisniental % o Few i Hons fmp&r .

Ending Net OEM 0.203 Q824 1.049 1.¥4 1.610 1.9%% 1,959 2.156 2.496 2.767 3057 3.057
% of Tolal 18% 25% 26% 29% 3% 33% 3% 35% 6% 3% % IR%
Ending Nel Retall 0.911 2.466 3.000 3277 3483 4.042 4.042 4241 4394 4519 44985 4985
% of Tolal 0% 4% Td% Tlrg 68% 67% 67% 65% (S 62% 62% 6%
Endding Net Hertz 0.02% 0.028 0.028 0428 0.027 0.024 0.024 0.024 0.024 0.024 0.024 0.024
% of Tetal a3 1% 1% 1% 1% 0% W% 0% 0% 0% 0% (23
linding Net Total Subscribers 1143 3317 4.078 4.678 5119 6.025 6025 6521 0912 7010 B.066 BOG6
Subscribers: 20044 20054 10064 20064 30064 40064 20064 LOOTE O07E 2007R AO0TE 2007F
Heginning of period sobscribers 0261 1143 1317 4078 4678 5014 3317 6.025 6521 6913 1310 6025
Mew gross additions 9RO 2617 096 .83 0.732 1.238 3762 0.961 0.531 0 1.258 1782
Churn {105y (0.443%) {0.200) (0.230) 0.291} (I xx}) (1.us4 (0.464) (0439} {0.335) (.502) (1.741)
Monithly churn % (incl QLM promo) 18% 1.5% 1.8% 1.8% 20% 2.0% I.9% 2% 22% 21% 2.2% 2.1%
Monihly churn % (excl OEM promo) L6% 1.65% 1.70%, 1.70% 16%%
Net Additions LRKZ ¥ 2.17% 0.761 1.000 (441 0.505 2708 0497 0392 0397 2.(4]

[ Linding Met Snbscrlbers 1.143 3.317 4.078 A4.678 5112 06.025 [ACE] 6,521 6913 7310 8.066J
Averigge Subscribers 0702 2.230 1.697 4378 489y 55712 4.671 6273 6717 7112 7145
Tolal ARPU 31016 $10.34 $1080 silé 17 s10yz $1101 F1RNL 31157 a2 $11.42 $L148

Subscriber rev, nel of maikin rebates 629 223.6 115.2 137.6 1553 1672 5754 200.6 223.0 239.2 2516 Y144
Advertising rev, nel of agency fees (X &l 13 Rl 11 L#] il 4.5 102 108 1.7 2.1
Other revenue 3.0 1258 4.1 43 4.6 17.7 R 4R 50 5.4 204 355
Tolat Revenue 66.8 2422 126.7 1501 167.1 1934 637.2 214.8 382 2554 2837 2.0
Tolal vosl of service 1228 185.5 £3.1 878 A3 11RO 3728 974 Y62 13y 13005 428.6
Ceneral & adminisirative 441 9.8 141 217 2315 232 K15 o Mo Mo 340 10
Rerearch & development 300 424 127 128 205 728 8.7 158 158 158 158 [eX]
Pre-Muarketing Cash Flow 130.1) (46.1) 11.8 78 392 394 118.2 671 nz 101.7 103.4 364.5
Subseriber acquigilion cosis 1737 3496 1051 %7 g 1210 a7 109.1 1W0RT Lkl 1145 418.2
SAC 0 $i3k 5113 5131 2114 03 3iq 505 310 1K k) 37

Sales & marketing, OEM 164.5 171.8 3493 56.6 415 85.1 2225 509 4.2 391 103.2 2u1.5
Tutal Subseriber Cost/CPGA Yidh sloy 3155 5199 sia7 3147 sl ¥ir3 8226 191 ¥i7? Yis8
Sales, marketing & SAL 3432 3215 148.4 1653 1223 2062 6422 166.1 1829 140.0 27 N7

[EBLTDA - excluding 123r 473.3) (567.5) {136.7) (126.5) (83.2) (166.8) (513.1) (98.9) (79.8) (38.2) (119.3) 347.2)

[ LBITDA - inchding 123 (421.2) i 193.8) (126.6) (2054} (9510 {226.Y) (124 8y (43.2) {164.3) {610.2)
Deprecialions & amorlizalion Y54 986 44 257 276 275 057 280 280 285 290 1135
Comorale & non-cash slock comp 104.7 163.1 2846 473 4314 426 4179 128.00 450 450 450 263.0
Total Opezsting expenses 452 L7114 5728 380.5 3213 4303 1,704.9 9.8 4019 671 4764 1,715.7
Operating income (678.4) (829.2) (446.2) (230.5) (154.2) (236.9) (1.667.7) {254.4) (163.7) (L {193.3) (1237
Inturest and invesimeni income w7 0y 4.9 89 7a 68 33 335 30 26 - 2.1
Inferesl expense QL7 @54) [(EAT} (15.7) (159} (15.3} (64.0% (162 (16.2) (16.2) (16.2) (64.7)
Ohher income (expense) el (200} (13.1) {4.4) 0.0 00 - 44 - - - - -
Pratax incomme (710.3} (LG 3] 437.8) @3 (162.3) (245.5) (1.102.8) 267.6) (176.9) (125.3) (29,5} (779.3)
Income lax expense (henefil) 1.7 23 0.8 a6 (L.} [1X] 2.5 0.6 0.6 L6 0.6 24

Effective corporate tax a% "% % [ "% 0% 0% %% 0% 0% 1% %
Nel income (loss) From conl. ops (2.0 [GixU] {458.5) (2378) (1629 {240.1) (1.105.3) (268.2) (177.5) (1259 211y (7817}
Preferred dividends - - - - - - - - - - - -
Preferred deetned dividends - - - - - - - - - - - -
Met income for corunon {712.0% H03.m (458.5) (237.4) (162.9} (246.1) (1.105.3) (268.2) (1775 (1259} (2101} (78L.7¢
KPS ex one-time items $ osm ©e%) § @3 5 @IS ©an s ©I7 s 0 s 1y $ @I s o) s ©I5) S {0.54)
Basic sharcs 1,234 1,526 1,387 1.404 1,405 1,414 1403 LA 1438 440 1442 1439
Miluted treasury shares 1,234 1,326 1,387 1,404 1405 1,414 1403 1436 1,435 1440 1,442 1439
Source: Company repons and Stifel Nicolaue eslimales.
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Media and Internet April 4, 2007

Sirfus Satellile Radio - SIRI
Annust [ncome Stalement

(3 ir. millioxs, except per share data) 20044 20054 20067 2607E 2008E 2009E 2010E 2HLE W12E
Total [3.8. Cars 159 169 1.0 1.0 17,6 172 173 17.5 173
* Partnered w/ SIRI 0% 40% 0%, 40% 40% 0% 405 40% 40%
Cars Partnered wi SIRT [ ] [33 6.8 (13 65 59 69 740 21
Percent of new autos equipped w/ satellile capacit: 3% 10% 21% 2% 2% 520 659 8% 0%
Autos produces] with Sirjus capadty 12 2.7 14 2.0 19 36 45 45 EL]
T'ake-rate (estimated) 0 S6% 549, 5% 0%, AR, LT 4a% 42%,
Gross OEM sddidons ' : . . U N T oS YLade B LYy 2456 . UasTL 4764
vy growih : . HENE - 1O L108% 36% TLoaRdT L D 2§9p i %
Chuen in year i : N FEERETE | X1 R 00RS 0313 i GRTE o IIEH T L ARG 3398
Net OEM additlons -0 00 o o 182 0.620 1438 i e Y1648 ¢ 1690 1369
yiy.prowth s MM T Ml o 83% -3% COSO%c. oo 3% -30%
Grossrelall mddittons = = . .o . . L AU %+ 1.815 R -~ 1.669 1.502 L35 .
yiy.growith o : Do 279%c oo 131%0 DT 28K S0 n 100 -5
Churn in year co S : v RS 1 -1 0,261 s [RHE) 1230 1348
Pet reiall additions - : 0696 LSS h546 L0273 0.008
¥y growth . : e i B B Lo ANy 1238 % % L -50% ~95%

g prHiod g1
-Total gross additons.

¥y growth
Total 1 -addHioits
yrggrovaR
Entling Nel OEM 0,203 0.824 L9359 3.087 4.702 6392 8350 9.719 10.757
% of Total 18% 25% 3% 8% 46% 2% S8% 62% £5%
Ending Net Retall o511 2.466 4,042 4,985 5531 1504 5951 5.958 5,861
% of Total Fg 4%, 6T% 2% 5a%% 47% 2% 3R 15
Ending Nei Hertz 0.029 w028 0024 0,024 0.024 0.024 0.024 0.624 0,024
% of Totat 2% 14 04 0% ) 0% % 0% 1317
Fniling Net Toral Subseribers 1.143 3am7 6025 R.086 10,257 2% 14328 13701 16.641
Subscribers: FILEEY 20034 2eA piL a3 UE 2HIE 010K 201LE 2012E
Heginning of period subscribers 0.261 1143 3 6.025 8.066 .257 12.219 14.325 15.7M
New gross additions DSRE 617 3.762 3.823 4.525 5.073 5936 6120 247
Churn (0.105) (0449 (1.054) {1.782) (2334 @am (3.831) 4.743) (5.301)
Monikty churn % (exel OEM proma) 16% 1.50%% 1.90% 1.60% 1.74%, 1.79%% 1.R4% 1.89% 1.94%%
Nel Acditions 0582 2.173 2.708 2.041 2.191 1.963 2108 0940
| Endling Net Subscribers 1.143 3317 6425 8,066 10,237 12.21% 14.325 16.641 ]
Average Subscribers 0302 2330 4671 .45 161 LL23% 13.272 16.171
Net avp. monthly rev pes sub 1002 $10.08 $1045 $1097 $11.63 512,36 $t3.15 31396
vy increase ki) 0% 4% 4% 6% 6% 6% 3%
| Net revene ) 412 37.2 9910 1.387.7 18161 23937 2,699.4 3034.5 |
[EBITDA_ excluding 1230 1473.3) (567.5) (249 3i7.3) & 3038 [5K] 855.4 18469 ]
EBITDA Margin TORY % B2% 35% @ T % 3% 35%
EBITDA - including 123r 4713 (567.5) [CaTR]] 610.2) (182.7) 1238 a0l & 754 B9
EBITDA Muargin ~709% -234% -i49% -62% -13% % 8% 25% 29%
Net eacoime for comnim (7iem (R63.00 1,105.3) (7R1.7) (376.5) (51.3) 2588 55213 T63E
Earnings per diluied share (30.57) ($0.65) (30.79) {50.54) {50.21) ($0.03) $0.15 1033 50.43
Ending fuily dilined shares ourstanding 1,622 L0 1,748.7 1,773.7 1,737 1,373.7 1,773.7 1,373.7 1,773
Avg TD Shs (Treasiry method) - TT'S 1,335 13257 1,402.6 1438.9 11,7137 1,773.7 1,773.7 1,373.7 1,773,
Subscribers 33IR% 190% B2% 34% 27% 9% 1% 10% L
Revenues 419% 263% 163% 6% a0 3% 6% 1R%, 12%
ERTTDA L N NM bl WM WM 2% 478, 2%
EPS L N NM NM NM NM WM 113% 38,
Stateseni of Cash Flows 20044 20054 20084 2007E 28E 2009E 2010E 201LE 20126
Cash Flow from Gperatlons (334.%) 27,7 4.5 (2422 11 a0l 6322 495 1,163.4
Capitat Expenditures {ex acq} (1R.6) (49.0) {99 8) (1250 {2000y (10a.0) (125.0 (12500 {1500
Free Cash Flow (CFO-Capex) (3631 (323.6) (514.4) @12} (195.9) 2503 0272 §24.5 1,013.4
FCF/Share (3029 80.29) {30.3N ($0.26) (30.11) $0.14 3030 $0.46 50.57
FCF/Share multipke MM NM NM M NM 22x 10x ki B
FCF Yicle MM NM NM NM NM 5% 125 15% 18%
Cash Flow rom Investing (1.9 (172.1y 202 (125.0) (20003 {100.0) {125.0) {125.0) {150.0p
Caght Flow from Financig 660.2 45).% 258 T0.0 1500 {200.0) - - -
Net Cash Flaw 319 &1 (368.6) (307.2) [ERR ] 503 5272 R24.F 1,013.4
Enterprise Value Calculation 20044 20054 20064 2007E 2008E 2009F 2010E 241E 2012E
Net Debt (Cashj excl in the money convertz SN (147.5) 2450 6222 8111 3608 336 {790.9) {1,804.3)
Towal Other Assets (1,24).5) {1,489.3) {1,651.5) 1,739.3) (1,836.6) {1,944.5) (2,064.2) (2,144.8) (Z,087.8)
Y'E Market Cap. at $3.09 per share S024.R 5,299.5 5403.4 SARNS SAROLG 54806 54806 SARC.6 34806
Enterprise Valuc 33142 J,662.6 3,996.8 4363.3 4,455.1 4,096.9 34499 2.544.9 1,588.3
Enderprise Value / Sub 52,499 $1,104 $663 $sa $434 $335 200 $162 395
[ EV:FHITDA - Pro Forma MM NM NM NM NM 13x ] 3 2x]
EV ! Sules (54 £} I Ix 2 1x ix
Sounrce; Company repors and Stifel Nicolans estimates.
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Media and Internet

Sirius Satellite Radio - SIRI
Discounted Cash Flow Model
($ in millions, except per share data)

2007E EBITDA

2012 EBITDA

Terminal multiple applied
Terminal enterprise value
2012 free cash flow
Implied EV/FCF multiple

2012E Terminal Multiple:

8.5%
9.0%
9.5%
10.0%
10.5%

Biscount Rate:

2012F Terminal Multiple:

8.5%
9.0%
9.5%
10.0%
10.5%

Discount Rate:

2012E Terminal Multiple:

2.5%
9.0%
9.5%
10.0%
10.5%

Discount Rate:

April 4, 2007

b (610.2)
] 866.9

9.2x 9.7x 10.2x 0Ty 11.2x 11.7x 12.2%
5 79324 § 83639 §$ 87993 § 92328 % 96663 § 10,0097 § 10,5332
$ 1,013.4

7.8x 8.3x 2. 7x 91x 9.3x 10.0x 10.4x

11.2x

T 9.2x 9.7x 10.2x 10.7x 11.7x 12.2x
52756 5,567.0 58555 6.143.9 64324 6,720.8 7.009.3
5.158.6 5,440.5 57224 6.004.3 6,286.2 6,568.1 6.850.0
5,041.9 5,317.4 5,5929 5,808.9 6,144.0 65,4195 6,693.0
49283 3,i97.6 34670 57383 6,005.6 6,274 9 6.544.2
18178 5,081.1 53444 5.607.6 5.870.9 6,134.2 6,397.4

. 11.7x 2%
8,346.7 8,635.1 89236 9,212.0 9,500.5 9,788.9 10,077.4
8,193.7 RA475.6 87515 9,039.4 93213 96032 9.885.1
8,044.8 23203 8,595.8 8,871.4 9,146.9 94224 9,691.9
78998 8,169.1 84384 8,707.7 R977.1 92464 95157
7.758.6 8.021.9 8,285.2 8,548.4 8,811.7 9,075.0 9,338.2

Wewh
Beta {uur forecast)
Risk-free rate
Fquity risk premium
Cost of Equity =

Cost of debt

Tax rate

After tax cost of debi =
Terminal debt/cap

Cash ané equivalents
Debt

Discount
Rate:
R.5%,
9.0%
9.49%
10.0%

2007E

of
FCF
81,721.0
$1,688.0
S1,655.8

1,737

Source: Company reports and Stifel Nicolaus estimatcs

$4.71 5487 $5.03 $5.19 £5.36 $5.52 $5.68
$4.62 $4.78 t4.94 $£5.10 $5.26 $5.41 $5.57
$4.54 $4.69 $4.85 $5.00: £5.18 $5.31 £5.47
$4.45 .61 $4.76 $4.91 $5.06 $5.21 $5.36
$4.37 $4.52 $4.67 $4.82 $4.97 $5.12 $5.26
Or...
$0.57 2012 FCF per share
16x  Multiple
$9.22 2011 stock price
13%  Equity discount rate
$5.00  Implied 2007 stock price
$5.00 = 2007 price target
Potential extra value if Merger is approved:
Total Merger synergies: 5,000
Attributable to SIRI: 2,000
Per share: . $1.13
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Media and Internet

April 4, 2007
Satellite Radio Subscribers
0 3 T T T T T T T T T —
2003 2004 2005 2008 2007E 200BE  2008E 2010E 2011E  20M2E
4= XM - Sirlus
Net Subscriber Addtions
3
3
52 :
[=
Ke]
=2 -
E
£
2003 2004 2005 2006 2007E 2008E  2009E 2010 2011E  2012E
BXM B Sirius
Market Share of Subscribers
90%
80%
70%
60%
50%
40%
30%
20%
10%
0% . T . T . . T : . )
2003 2004 2005 2006 2007E 2008E 2009E 2010E 2041E 2012E
g~ XM's market share ~Sirius’ market share
Source: Company reports and Stifel Nicolaus Estimates
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Churn Rate (excluding OEM take rate)
2.5%

2.0%

1.6%

1.0%

0.5%

0.0% T T T T T

2003 2004 2005 2006  2007E  2008E
|t XM

2009E
Sirius

2010E

2011E

2017

OEM Take Rate
70%

60%

50%

0% -
30%

20%

10%

2003 2004 2005 2006 2007E

eepene XM

2008E  20089E
- Sirius

0% T T T T T T T

2010E

2011E

2012E

Monthly Average Revenue per User {ARPU)

4
52
$0 : : : ‘ : :
2003 2004 2005 2006 2007E 2008E 2009E 2010E 2011E 2012E
b o) { '] Sirius

Source: Company reports and Stifel Nicolaus Ectimates
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Media and Internet

April 4, 2007
Sattelite Radio Revenue
3500
3000
2500 -
c
£ 2000
E
£ 1500
21000
500
0+ %
2003 2004 2005 2006 2007E  2008E  2009E 2010E  2011E  2012E
Sattelite Radio EBITDA
o
1=
]
£
E
®
BXM B Sirius
Sattelite Radio Free Cash Flow
N
T
L2
E
E
1A
Source: Company reports and Stifel Nicolaus Estimates
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$900

Cost per Gross Addition (CPGA} and Subscriber Acquisition Cost

(SAC)

$800 1

$700

$600 -

$500

$400

$300

$200

$100 4
$0 +

2003

2004

2005 2006 2007E 200BE 2009E 2010E 2011E

Sirius CPGA

~#- Girius SAC -+ - XM CPGA

XM SAC

Capital Expenditures

200

150

($ in millions}
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XM SarcHiee Rudio - XMSR
Quarterly Income Statement

Aprif 4, 2007

§ i millions, exeept per share data 2044 20054 1Q06A 20064 IQBEA AQ08A H06A 1Q47E 2007E AQOTE 4Q6TE 2HTE
Gross OEM ndditlons. .1380 1916 0.491 0.518 0853 L0 DD 20850 U075 0e0e 0.625
yay growih : L st 39% 1% HESEH ThE GD 0% 17 6% U ekl
Subs in DEM Prainotidnat Perivd 0202 0461 0.596 0573 0613 . 0585 LoD 663 . L0691
Churn in'cuarter - 059 054 0226 0.28R 0335 ... 0353 ;037 A1 0433
Net OEM addidons .. 0790 0.9@1 0,263 0217 0172 0.196 ALISY . . 0082 ..
viygrowah. | S 0% A% o AR 26k IR AN
4 uf il for:the perind Aity AT L U TG o REY o ORY
Gross retail arki s 1230 2214 0.491 0.409 LETE S X T
¥4 growth 121% . B 189 -3% REN -42%
Churn in guarter  ©:: 0:14 49 0187 0.240: d296° Di0d70 i
Net' retall additlons 1017 1123 0,504 0.168 0068, . 0271
yiyprowh 113% 0% 5% 4% Bl 5%
% of toral for the perind . 8% Tedvs TUR3e 42% 24% 61%
Fos) ned it T 1867 L0569 Ay
¥ et : R
incremental %ol LAt
Emding Net OEM 1.436 2417 2,652 2.0 2.12% 3.306 3.300 2497 3.686 4878 4224 4124
% of Total 449, 419% 410 429% 44%, 43% 43%, 4485 45, 47% 489 458
Eanling Ned Relail 1 3514 818 3.986 4.055 4.326 4326 4.4 4435 4.4 4.542 4.542
¥4 of Total Shvy 9% 59% 58% 6% 57% 510 6% S50 53% 20 2%
Ending Net Total Subscribers A9 3513 6502 £.900 7.186 7.628 T.628 1.903 8.123 .S 15 ] 8.76% A769
Subscribers: 2004A 20054 IQN6A  2Q06A  IQO6A  4QUEA 20064 IQVIE  2Q07E 3QOTE  4Q07E 2007E
Beginning nf perind suhscribers 1.361 3229 5033 6,502 [3uL1] 7.186 5033 TRI% 7003 &123 BRI 7628
New pross additions 2601 4130 0.982 0926 0368 1.065 31841 0899 0876 OR7S 1150 3800
Churn (0.733) (1.427) 0.413) 0.52%) (0582 0622 (2145) {0.625) (0.656) ©.679) (0.700) (2.660)
Montlly churn {incl GEM Trial Churn) 2.8%, 2.7% 2.4% 260 218% 28% 26% 2.4% 26 29% 2.9% 2.7%
Monthly churn {ex OEM Trial Churn) 1.2% 1.5% 1.64%, 1LR3% 1824 1708 1.8% 1.90%, LRSY, 1.85% RS 1%
Net Additions | 867 2.704 0.569 0198 0.256 0.443 1.6%6 0.274 0.220 0.196 0.450 1.140
| Ending ned subscribers 3.229 5933 5302 6.90¢ 7.186 7.628 7.628 7.903 8,123 8318 8.76% B.769 I
Avg. subscrihers 2295 4581 6217 6,701 7043 7407 6781 2,766 RO13 8120 £.544 k199
Axg. monthly subscription rew/suh - ARPU $E.p8 8.5 210,07 310,08 oS 310067 310,000 31000 1000 31000 10,00 $10.00
Tatal monthly revenuessuscriber 30.59 310.57 31113 31136 136
20044 20054 1Q064 20964 JOQO6A AQU6A 20064 1H7E 2Q07E MTE 4QU7E 2007E
Sub + Activation 23531 5309 1952 2110 2222 2250 8535 239.5 2459 2516 2573 9943
Advertising rev, net of agency fees &5 0.1 LA 9.0 BE 11.0 353 R 107 10.3 127 e
thers revenue [ CSR. NHL, O& A Syn) 1R 13 A2 79 9.5 211 44.6 150 170 18.0 250 750
Total Revenue 244.4 5583 2084 259 2404 2871 2334 262.4 M6 2709 2950 1,111
Total rev shwre, royalties, & cast nf cquip. 622 1316 a3 482 436 639 198.0 519 621 fi3.4 6.6 260.1
Ad Sales 62 10.1 34 4.5 34 48 i 38 R 39 54 183
Customer care & hilling 0% 762 2.5 264 272 289 1849 260 268 275 286 108.8
Satellite & terreatrial 359 124 134 116 17 127 9.0 130 130 120 13.0 520
Broaccast & operavons 24.0 41.1 14.7 4.0 140 150 577 14.5 14.5 150 150 59.0
_ Frograming & content 327 1010 376 423 ELL) 464 1652 46,0 460 6.0 6.0 1810
“Total cost of revenue 2019 405 133.5 146.8 1387 1717 3007 6L 1676 1668.7 FLTE) 682.1
Research & development 238 312 1o 85 &3 9.1 X 9.1 9.1 91 @1 64
Cieneral & adminisrative 286 439 17.8 187 220 30.3 8.8 350 42.5 425 47.8 167.5
Orher - 0 - - - - - - - - -
Tmpairment of goodwill
Pre-Marketng Cash Flow e 8 437 2.9 0.9 46.0 2165 572 4.4 50.5 539 2251
Marketing, net of (i amortizatinn 2671 4503 974 106.2 821 1353 4230 1114 1043 1016 1199 4473
Amortization of GM liability 373 373 93 74 A5 6.5 298 9.3 74 6.5 15 07
IE_HT[)A - incliding i 23r aptions expense (3139 (4077 {61.0) (5981 (7.7 (95.8) {234.3) 463.5) (57.3) (48.6) (83.5) (252.8) |
TAS 123R options expense 12.1 139 16,0 260 G8.0 121 13% 16.0 260 8.0
[ FRITE?A excluding opthons expense {49.0) 1458.9) {1.6) 69.8) (166,2) (55.4) (43,4) 2.5 (57.4) {184.0) |
Depreciations & amonization 147.2 1as59 309 418 30 444 1689 41.0 44.5 A5.0 45.5 1790
Tatal Operating expenses 055 LILE 3089 329.5 3012 3970 13366 3700 3155 EreR] 4240 1,543.0
Operaling income (4a1.0) (553.6) (100.9) (101.7} {60.8) (139.9) (403.2) (1075 (101.8) {93.600 {125.m (431.8)
Interest incame 62 236 A6 64 5.2 E& ns 13 1.0 nz o7 46
Imerest expense (R5.R) (107.8) 33.2) 293) (23.8) (35.0 (121.3) 262) (28.7) {28.7) {287 (H2n
Other (74.9) (26.6) (2260 (1057 a7 B4 (U610 - - . _ .
Pretax income (6154) (hh4.4) {150.2) {230.3) (83.0) (255.5) (7ivin (1313 (129.6) (121.6) (570 (539.5)
Income 1ax expense (benefitl 273 23 09 1.2) [} 12 0.0 - . - . -
Effectiva corporate tax NA N M4 N4 N4 NA NA NA NA N4 N4 N4
Nel inconig (uss) lroin conl. ops (642.8) 1666.T) (14%.4) 4228.1) (83.8) {256.7) {71%9.0) (131.3) {129.6) {121.6) (137.0) (339.9)
Series B & C p/s dividend sequirenkent {8.5) (R.6) 2.1 {2.6) {16y 0.5 (6.9 2.0 f2.6% (1.6) (1.6 [CRN]
Series B p's conversion gain
Seties < retiremeit loss (5.9 (5.9}
Orher
Net income for common (651.3) (F75.3) (519 (2317 (85.5) 2633 (758 (1338 G320) (233 (158.6) (547.5)
EPS e1 one-(ime items $ (33 § @PO7) 0§ (6N § (UEN S (IS (0.9 5 (270) 5 (0.4 5 (943 S (040) 3 (052) 5 (L7®
Source: Company reports and Stifel Nicolaus estiniics
Page 19

REDACTED - FOR PUBLIC INSPECTION

SIRIUS-FCC-SUPP.000926



Media and Internet April 4, 2007

XM Satalitc Radio - XMSR
Annual Lacome Statement
$ in milkions, cxeept per share data

LA 20054 20064 2007E 208E MHHYE 2010E 2011E 2012F
Tolal U.S. Cars 16% 16.9 170 170 1740 171 173 17.5 17.6
% Padnerec w/ XM R 58% 58% [0 60% 60% L1 3 02
Cars Parinered w/ XM 9% 9.9 2.4 29 104 101 102 13 104
Percent af new autos equipped w/ satellile capacity 14%% 15% 2% 26% 3% 53% 6% 9%, 7%
Autos produced with XM capacity 1.4 19 21 246 43 53 &7 7.1 7.4
Take-raie il 6% 53% 50%, A8% 6%, 45% 449 an%,
Incremental XM subs from new awtos, after take-rate churn 1866 1284 1.355 1.630 2605 3.15¢ 34542 4,124 4.076
Gross OEM alds o ’ T Lagy o196 T 2688 6273 6660 6510
iy growth . T Ko 39% - 9% 259 e FLs
Ending suhs in DEM promatianal period ) " Tonan? D46 ) n.535 1719 785 LBIR.
Chues, - ERESTaN : v i [ECT) ISR 1 1.1 | SPRRNEPRN B 4252 4 RR4 §.701
lidrememsluet OEM 6590 0881 T 08 2020 1776 1209
Yo tal- : 2% 106% 108% %
¥y growih S Rk -12%;: 322
‘GrossRetafl adds. .. J TP -1 (R 2214 :. 1788 98 0926
iy prih Lol R HUTREDLED e gt HERIT v e
Chiwn " o . A L0044 0491 ©oNnedd 1089 L1062
Increyncnd sl ned refall . LT AR B TR B I R - .15 BN E
wofistal : B Bonn Dlagey D g st P %
¥y owth . . . R 0¥ D 60N U830 142% 18%
Totalnet addifoas =m0 D 0 L T T T I T T R A O T 5 640
Ending net OEM 1436 2417 Uil } 4224 s821 7.608 9.628 1L.404 12.613
%4 of tonal 4% 1% 43% 48% 6% 63% 9% 3% 7%
Enulng net retail 1.791 3514 4326 4342 4,587 4,539 4425 4289 4113
% of tatal S5% 9% 5% 5% 44%% 3% 31% 7% 2%
sSnbscribers: HLIEEY 20054 20064 HHTE 2008E 009E 2010E ILE 2012E
Beginning of perind suhs 1.360) 3029 5433 THIR RT6Y 10411 12.149 14085 15.694
Cirvss new addi 160, 4339 3841 3.800 5108 6050 7247 7586 7790
Less Churn {0730 (1.427) (2,145} (2.660) (3.466) (a3 (5.342) (5.va6) {.756)
Munthfy churn fex QEM Trial Churn) 1.2% 1.5% 1.8% 1.86% 1.90% 1.95% 2.00% 2.00% 205%
Net Additons 1.567 2.704 1696 1140 1642 1.738 1965 L4640 LU
[Fnaing suhscribers 3229 5933 74628 B.769 10411 12.14% 14,088 15,694 16.718 |
[ Revenne 244.4 5583 933.4 [NITB] 1371.6 1,669.6 2,079.1 2.474.7 2,679.5 |
EHITDA incld Stock Oplions 313% {8077y 2143 (252.8) {56.9) Q08 323 5584 7133
EBITUA Margin 4% 6% 16% 23% 2%
FAS 123K ontions expense 68.0 680 68.0 A8.0 68.0 A8.0 68.0
I—) RITDA excld Sick Options (3105 (407.7) {166.3) {164.8) 11.2 167.9 396.8 626.5 1UIJJ
EPS ex one-time ltems (33,17 (8307 52.68) 5179 31.1% $0.6% §0.03 $0.77 $129
Ending Fully Diluled Shares Oulstanding 72 3152 3485 70 348.5 sl 350.6 3506 35086
Avg FD Shs {Treasury methad) - BPS 107.3 2196 2706 306.5 3065 306.5 3506 3506 350.6
YOY Growih Rafes
Subscribers 137 34% 9% 15% 19% 17% 16% 12% K
Revenues 16694 12R% 67% 19%% 3% 2% 25% 192 R
FHITT?A ~TR% -175% 223% T¥h 28%
EPS 4% -L08% 1366% R&%,
FCF R4t -143% 1304%, 1% 6%
Statement of Cash Flows 2044 2005A 20064 2007E 208E 209E 2010E 2011E 2012E
Cash Flow from Operatlons {85.6) (168.4) {4683.9) (159.9) 182 1792 4156 6572 805.0
Cash Flow Irom Investng 36.3) (207.8) {264.1) 170.0 (75.0) (135.0) 75.0) {7530 r5m
Cash Flow lrem Financliyg 4214 3694 2857 2944 50.0 - (HH. ) - -
Net Cash Flow 299.6 6.9 {492.5) {65.9) (%)} 242 40.6 582.2 134.0
FCF calculuthon:
Cash flow fram aperatinns (R5.6) (16R.4) {4R3.9) (189.9) 183 1792 4156 6572 R09.4]
- Capitnl expendinares 1169.5) (179.8) 2742y {170.0% {75.00 (155.00 (75.04 {75.0) 750
+ Insurance procesds 1339 - - - - - - - -
Free Cash Flow 112163 {348.2) (756.2) (359.9) i56.7) U2 o6 5822 340
FCF/Bhare 1 30.44) [CINT] 3215 (31.04) (.1m 3007 30.97 $1.66 209
FCFiShare muliiple N N NM NM NM 175x 121 n >3
s ¥alue Calculation 20044 054 20664 2HTE 2008k 2009k 2010E 20t1E 2H2E
D53 L0356 1,286.2 1,580.5 1,633.8 1,637.6 1,075 11975 1,197.5
Net Debt incl converts 36 1,067.7 1,427.8 1487.9 1,467.4 9REB a4 6 (329.4)
Warmnt & Option Proceeds & ofher invastments. " (764.00 {967.1) {1,000.2) (1,078.5) (1,154.8) (1,238.7} (1,319.6) {1,293 8)
¥/E Markel Cap a1 $12.14 per share 3.380.7 3,826.5 4,230.3 42121 4,230.8 4,250.7 42568 4,256.8 42568
Enlerprise Value 32413 3,243.4 4,297.9 4,597.7 4,603.8 4,523.2 4,004.9 33418 26337
[EV'EBITDA Pro Forma M NM NM NM T 453x 12.4% [N EXE |
Enierprise value / sabscriber 1004 547 563 524 Ll 372 285 113 157
Enterprise value / sales 5.5 4,65 41x 4% 7% L% Ldx 1.0z
Ligubdity (Cash + Unused Debl Capacity) e 603 86 50 611 1,193 1927

Source: Company reports and Siifel Nicolaus Batimates
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XM Satalite Radio - XMSR
Discounted Cash Flow Model
{$ in millions, except per share data)

April 4, 2007

2007E EBITDA 3 {252.3)
2G12 EBITDA 3 7133
Terminal multiple applied R.6x 9.1x 9.6% 181y 101.6% 11.1x H.6x
Terminal enterprise value % 61129 64695 % 6,826.2 71828 § 75395 7.896.1 8,252.7
2012 free cash flow $ 7340
Implied EV/FCF multiple 8.3x 8.8x 9.3x 9.8x 10.3x 10.8x 11.2x

11.6x

Risk-free rate

Cost of debt
Tax rate

Tota

Beta (our fore:

#2

cast)

Equity risk premium
Cost of Equity =

After tax cost of debt =
Terminal debt/cap

3.3%
9.8%

10.33%

10.8%

11

3%

bthcra cts/minority interest 10092

$1,106.5
$1,085.0
$1,064.1
$1.043.6
$1,023.7

2007E 347.0

2012E Terminal Multiple: 8.6x 9.1x 9.6x 10.1x 10.6x
9.3% 39139 4,142.3 4,370.6 4,599.0 48273 50557 5,284.0
9.8% 38256 40488 4,272.0 4,495.2 4,718.4 49416 5,164.8
Discount Rate:  10.33% 3,939.7 39579 4,176.1 4,394.3 4,512.5 4,830.6 5,048.3
10.8% 3,656.1 3.869.4 4.082.7 4,296.0 4,509.4 4,722.7 4.936.0
11.3% 3,574.7 3,783.3 39919 4,200.4 4,409.0 4,617.6 4,826.1
2012F Terminal Multiple: 8.6x 9lx 10.6% 11.1x
9.3% 4,634.8 4.863.1 5,548.2 5,776.5 6,004.9
9.8% 4,525.0 4,748.2 4,971.4 54178 5,641.0 5.864.2
Discount Rate:  10.33% 4,418.2 4,636.4 4.854.5 5,290.9 5,509.1 57273
10.8% 4,314.1 4,5274 4,740.7 51674 5,380.7 5.594.0
11.3% 4,212.8 4.421.4 4,629.9 5.047.0 5,255.6 5,464.2
2012E Terminal Multiple: #.6x 9.1x 9.6x 10.1x 10.6x 11.1x 11.6x
9.3% $13.36 514.02 $14.67 $15.33 $15.99 $16.65 $17.31
9.8% £13.04 $13.69 $14.33 $14.97 $15.62 $16.26 $16.90
Discount Rate:  10.33% $12.73 $13.36 $13.99 e $14:62 §15.25 $15.88 $16.51
10.8% $12.43 £13.05 $13.66 $14.28 $14.89 $15.51 $16.12
11.3% $£12.14 $12.74 $13.34 $13.95 $14.53 $15.15 $15.75
Plus: Option value of merger w/ Sirius further haircut by 25% 8 343
J2007 Target $18.07 |
Or...
5 7.09 2012 FCT per share
14x  Multiple
5 29.31 2011 stock price
15%  Equity discount rate
§ 14.57  Implied 2007 stock price
$ 345  Option value of merger w/ Sirius further haircat by 25%
5 18.02 =2007 price target

Source: Company reports and Stifel Nicolaus estimates
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XM OEM Rollout Assumptions

(Cars in millions)

Calendar Year
2005 2006 2007 2008 2009 2010 2011 2012

GM Factory Installs PRI £.855 I H 2,200 2.500 3.000 3.200 3.300
GM Production 4518 4.292 4.292 4.292 4.292 4.292 4.292 4.292
GM Penetration 29% 33% 40% 51% 58% 70% 75% 77%
Toyota Factory Installs - 0.005 0.010 0.210 0.500 JRLI ety [t
Toyota Production 2.260 2.486 2.486 2.486 2.486 2.486 2.486 2.4806
Toyota Penetration 0% 0% 0% 8% 20% 40% 48% 56%
Honda Factory Installs &30 RS fa38 0.800 1.000 1.200 1.200 1.200
Honda Production 1.462 1.536 1.536 1.536 1.536 1.536 1.536 1.536
Honda Penetration 27% 36% 42% 52% 65% 78% 78% 78%
Nissan Factory Installs - - 0.050 4550 0.800 REEE 1800 L]
Nissan Production 1.077 1.109 1.109 1.109 1.109 1.109 1.109 1.109
Nissan Penetration 5% 50% 2% 90% 90% 90%
Hyundai Factory Installs - 0.143 8. 188 .54 {560 .54 8560 R TE
Hyundai Production 0.455 0.478 0.500 0.500 0.500 0.500 0.500 0.500
Hundai Penetration 30% 38% 100% 100% 100% 100% 100%
Other Factory/Dealer Installs 0.216 (0.008) 0.010 0.010 0.010 0.010 0.010 0.010
Total Installs 1.916 2,229 2.608 4,270 5310 6.710 7.110 7.410
ﬁotal Gross OEM* 1.916 2.085 2.600 4.028 5.024 6.273 6.060 6.910 |
Total OEM Partner Production 9.883 9.883 9.883 9.981 10.081 10.182 10.284 10.387
Total OEM Partner Penetration 19% 23% 26% 43% 53% 66% 69% 71%
* Adjusts installs for free trials at Hyundai & Toyota not counted in gross subscribers

e sumbers indreate OEM guddancs

Source: Company reports and Stifel Nicolaus estimates
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Important Disclosures and Certifications
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» Kit Spring, certify that the views expressed in this research report accurately reflect my personal views
about the subject securities or issuers; and |, Kit Spring, certify that no part of my compensation was, is, or
will be directly or indirectly related to the specific recommendation or views contained in this research report.
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For a price chart with our ratings and target price changes Tor XMSR go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=XM3R

Prior to December 1, 2005, Stifel, Nicolaus & Company, Inc. utilized several investment rating systems that were
different than the rating system currently utilized as described above. For purposes of Sirius Satellite Radio, Inc.'s price
chart, "Strong Buy", "Buy” and "Market Cutperform" under the former Stifel Nicolaus investment rating systems shall
correspond to "Buy" under the current Stifel Nicolaus investment rating system, and "Market Perform” and "Market
Underperform" under the former Stifel Micolaus investment rating systems shall correspond to "Hold" and "Sell",

REDACTED - FOR PUBLIC INSPECTION
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respectively, under the current Stifel Nicolaus investment rating system. Please contact the Stifel Nicolaus Equity
Research Department at (410} 454-5753 for a written description of the investrment rating systems previously utilized
by Stifel Nicolaus research analysts during the past three years.

Prior to December 1, 2005, Stifel, Nicolaus & Company, Inc. utilized several investment rating systems that were
different than the rating system currently utilized as described above. For purposes of XM Satellite Radio Holdings,
Inc.'s price chart, "Strong Buy", "Buy" and "Market Qutperform" under the former Stifel Nicolaus investment rating
systems shall correspond to "Buy" under the current Stifel Nicolaus investment rating system, and "Market Perform”
and "Market Underperform” under the former Stifel Nicolaus investment rating systems shall correspond to "Hold" and
"Sell", respectively, under the current Stifel Nicolaus investment rating system. Please contact the Stifel Nicolaus
Equity Research Department at (410) 454-5753 for a written description of the investment rating systems previously
utilized by Stifel Nicolaus research analysts during the past three years.

Stifel, Nicolaus & Company, Inc. or an affiliate makes a market in the securities of Sirius Satellite Radio, Inc.

Stifel, Nicolaus & Company, Inc. or an affiliate makes a market in the securities of XM Satellite Radio Holdings, Inc.

Stifel, Nicolaus & Company, Inc.'s research analysts receive compensation that is based upon (among other factors)
Stifel Nicolaus' overall investment banking revenues.

Cur investment rating system is three tiered, defined as follows:

BUY -We expect this stock to outperform the S&P 500 by more than 10% over the next 12 months. For higher-yielding
equities such as REITs and Utilities, we expect a total return in excess of 12% over the next 12 months.

HOLD -We expect this stock to perform within 10% (plus or minus) of the S&P 500 over the next 12 months. A Hold
rating is also used for those higher-yielding securities where we are comfortable with the safety of the dividend, but
believe that upside in the share price is limited.

SELL -We expect this stock to underperform the S&P 500 by more than 10% over the next 12 months and believe the
stock could decline in value.

Of the securities we rate, 41% are rated Buy, 56% are rated Hold, and 3% are rated Sell.

Within the last 12 months, Stifel, Nicolaus & Company, Inc. or an affiliate has provided investment banking services for
16%, 11% and 13% of the companies whcse shares are rated Buy, Hold and Sell, respectively.

Additional Disclosures

Please visit the Research Page at www.sti'el.com for the current research disclosures applicable to the companies
mentioned in this publication that are within Stifel Nicolaus' coverage universe.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, Nicolaus &
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