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Special Note Regarding Forward-Looking Statements

The following cautionary statements ideniifiportant factors that could cause our actuallteso differ materially from those projected
in forward-looking statements made in this AnnuapBrt on Form 10-K and in other reports and docusmpuablished by us from time to
time. Any statements about our beliefs, plans, cihjes, expectations, assumptions, future evengedormance are not historical facts and
may be forward-looking. These statements are oftehnot always, made through the use of wordshoages such as “will likely result,afe
expected to,” “will continue,” “is anticipated,” &imated,” “intend,” “plan,” “projection” and “outlok.” Any forward-looking statements are
qualified in their entirety by reference to thettas discussed throughout this Annual Report omFb@K and in other reports and docume
published by us from time to time, particularly tiigk factors described under “Business—Risk Fattior ltem 1A of this Annual Report on
Form 10-K.

Among the significant factors that could sawur actual results to differ materially fromgbeexpressed in the forward-looking
statements are:

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

» our dependence upon third parties, including manufars of SIRIUS radios, retailers, automakers and
programming providers; ar

* our competitive position versus XM Radio, the otbatellite radio service provider in the Unitedt&sawhich
may have certain competitive advantages, and vetses forms of audio and video entertainm

Because the risk factors referred to abasdccause actual results or outcomes to diffeendty from those expressed in any forward-
looking statements made by us or on our behalf,sjmuld not place undue reliance on any of theseaia-looking statements. In addition,
any forward-looking statement speaks only as ofitite on which it is made, and we undertake n@abtn to update any forward-looking
statement or statements to reflect events or cistamees after the date on which the statementde nta reflect the occurrence of
unanticipated events or otherwise. New factors gsm&om time to time, and it is not possible fortagredict which will arise or to assess
with any precision the impact of each factor on lousiness or the extent to which any factor, orldoation of factors, may cause actual
results to differ materially from those containadany forward-looking statements.

PART |
Item 1. Business

We are a satellite radio provider in thetddiStates. We offer 133 channels—69 channels @@ mmercial-free music and 64
channels of sports, news, talk, entertainmenti¢raffeather and data content to our subscribdrs.core of our enterprise is programming;
we are committed to creating a unique, compellimgj @@mprehensive audio entertainment experience.

Our primary source of revenue is subscnpfaes, with most of our customers subscribinglRI3S on either an annual or a monthly
basis. As of December 31, 2005, we had 3,316,568csibers. In addition, we derive revenue fromwation fees, the sale of advertising on
our non-music channels, and the direct sale of $fRiadios and accessories.

Our subscribers receive our service thrasigtiUS radios, which are sold primarily by automakeonsumer electronics retailers and
mobile audio dealers and through our website. \&riorands of SIRIUS radios are available in moas t25,000 retail locations, including
Best Buy, Circuit City, Crutchfield, Costco, Targétal-Mart and through RadioShack on an exclusag&$

As of December 31, 2005, SIRIUS radios warailable as a factory-installed option in 89 véhimodels and as a dealer-installed option
in 19 vehicle models. We have exclusive agreemeittsDaimlerChrysler, Ford, Mitsubishi, BMW and BosRoyce to offer SIRIUS radios
as factory




or dealer-installed equipment in Chrysler, Dodgep] Mercedes, Ford, Lincoln, Mercury, Volvo, Mazdaguar, Land Rover, Mitsubishi,
BMW, MINI and Rolls-Royce vehicles and Freightliraard Sterling heavy trucks. We also have relatigpssiith Nissan, Infiniti, Toyota,
Lexus, Scion, Volkswagen, Audi and Subaru to offRIUS radios as factory or dealer-installed equpmin 2005, we extended our
exclusive agreements with DaimlerChrysler, Ford BMW. SIRIUS radios are also offered to rentersleftz vehicles at 55 airport locations
nationwide.

In addition to offering SIRIUS programminges our satellite and terrestrial repeater netwank offer our programming over multiple
platforms. SIRIUS subscribers can listen to ourimabannels and select non-music channels ovdntamet. Our music channels are also
available to DISH satellite television subscribénsSeptember 2005, Sprint began offering certdimuo music channels to multimedia
handsets over the Nationwide Sprint PCS Network.

We also offer, or are developing, variousilkary services. In early 2006, we introduced evi®e that provides graphic information as to
road closings, traffic flow and incident data tasomers with in-vehicle navigation systems. In 2006 expect to offer a marine weather
service that will provide a range of information¢luding sea surface temperatures, wave heightexedded forecasts, to recreational
boaters. We are also developing a service to peoeiter telematics functions to vehicles, and pdamegin broadcasting a limited number of
video channels for rear-seat video systems. Thednttion of these services will be dependent wgmreral factors, including the
development and implementation of new technology/the timing of product introductions by distribtgpand we cannot predict with
certainty when these services will be introduced.

In 2005, SIRIUS Canada Inc., a Canadianamatpn owned by us, Canadian Broadcasting Corfmoraand Standard Broadcasting
Corporation, received a license from the Canadiadi®television and Telecommunications Commissi@R{T C") to offer a satellite radio
service in Canada. In December 2005, SIRIUS Catzadteched service in Canada with 100 channels ofheercial-free music and news,
sports, talk and entertainment programming, inclgdiO channels of Canadian content.

Programming

We offer a dynamic programming lineup in¢hgl69 channels of 100% commercial-free music ahdiannels of sports, news, talk,
entertainment, traffic, weather and data. Our @ogning lineup changes from time to time as we strivattract new subscribers, to create
content that appeals to a broad range of audiearm$o satisfy our existing subscriber base.

Since the beginning of 2005, we have expdmie lineup of exclusive channels and announcadsaio introduce new exclusive
channels, including:

» “Howard Stern 100 and 101,” two channels programiyetioward Stern featuring The Howard Stern Show
(debuted January 2006) and the innovative Howa@dNéws (launched November 2005), as well as othigjue
programming and personalitie

» “Martha Stewart Living Radio,” a channel featurigigidance and advice from Martha Stewart and lifesty
experts on all aspects of good living, includingking, decorating, fithess, homekeeping and prejémtparent
and kids (launched November 200

» “Cosmo Radio,” a channel featuring a diverse aafaypics, including love, relationships, beautyles health,
entertainment and fashion produced with the creagam at Cosmopolitan Magazine (to launch in M2@b6);

 “Playboy Radio,” an adult entertainment channeajiogating from Playboys studios in Los Angeles and featur
Playboy personalities and programming (to launciarch 2006)

* “BBC Radio 1,” the influential and highly acclaimetusic channel from the BBC in the UK (launched Asig
2005);

» “Radio Margaritaville,” a channel produced by JimBwffett featuring a variety of music as well asdmicasts
of Buffett concerts (launched June 20(




» “Radio Korea,” a channel featuring news, entertantrand music programming which is broadcast ireldor
(launched August 2005); al

» “Blue Collar Comedy,” a channel featuring comedidae Foxworthy, Larry the Cable Guy, Bill Engvalid
many others (to launch in March 200

As part of our programming strategy, we ptaoffer special feature channels from time-todifacused on the works of specific artists
and of interest to other audiences.

Music Channels

Our music channels offer nearly every mgsiore—from classic rock, pop, heavy metal and lipto country, dance, jazz, Latin and
classical. Within each genre we offer a breadtfoohats, styles and recordings, many of which artegenerally available on terrestrial radio.

Our music channels are broadcast commeifreial-Our channels are programmed and hosted égna of experts in their fields, includi
musical performers and other unique personaliiesh channel is operated as an individual raditostawith a distinct format and branding.

Sports, News, Entertainment and Talk Channels

In addition to our music programming, wereutly offer 64 channels of news, sports, talkegiainment, traffic, weather and data, most
of which include commercial advertising.

Sports. Live play-by-play sports is an important parboi programming strategy. We are the Official Si¢eRadio Partner of the
National Football League, with exclusive rightae the NFL“shield” logo and collective NFL team trademarkse \arry all NFL regular
season, pre-season and post-season games. Inasest we carry both the home and visiting team dawedcasts, and in 2005, we added
Spanish language broadcasts of select games. \Wealy the Super Bowl, which we broadcasted in628Gseven foreign languages. We
also produce and broadcast “SIRIUS NFL Radio,” muad-the-clock exclusive channel of NFL contemtdar subscribers. Our agreement
with the NFL expires at the end of the 2010-2011 IdEason.

In February 2005, we entered into an agreémviéh NASCAR to broadcast live all NASCAR Nextelp Series, NASCAR Busch Series
and NASCAR Craftsman Truck Series races over ayfaar period starting in 2007. We will create a raaund-the-clock channel of
NASCAR-related programming and will become the OfficiateSlite Radio Partner of NASCAR with exclusivedeanark and marketing
rights and the right to sell advertising time oa MASCAR channel and during races.

In November 2005, we became the Officiabflites Radio Partner of the NBA and in December®@@ded NBA Radio, a talk channel
devoted to the NBA. We transmit live play-play broadcasts of more than 1,000 NBA games dwat season, including the NBA play:
and The Finals.

We also have the right to broadcast all gaofe¢he NCAA Division | men’s basketball tournamémrough 2007. We also broadcast live
play-by-play broadcasts of more than 1,000 NHL garech season, as well as the Stanley Cup plaawdf§inals. We are the Official
Satellite Radio Partner of the NHL through the 2Q0687 season.

In 2005, we added the Ivy League conferesot®ols to our extensive live play-pjay coverage of college football and basketbathgs
Our broadcasts include football, basketball an@iogiports from schools in 20 NCAA Division | cordaces.

In 2005, we became the Official Satellited®aPartner of Wimbledon, offering live coveragentditches as well as commentary of the
entire tournament. As the official satellite ratimadcaster of Barclays English Premier Leagueespee have the right to air matches of the
top 20 clubs in the United Kingdom, including Maaster United, through 2007.

The Howard Stern Shovn January 9, 2006, Howard Stern moved his radivgh SIRIUS from terrestrial radio as part of talannel:
being programmed by Howard Stern and us. Our filobligations under our agreement with Stern iredf both fixed and incentive
payments




in cash and common stock, and are substantiala@neement with Stern will expire on December 31,20

Other News, Talk and EntertainmeWe offer a range of national, international andficial news channels, including FOX News, ABC
News & Talk, CNN, NPR, CNBC and Bloomberg. Our tedklio offerings feature many popular talk persiiesl including Howard Steri
Martha Stewart, Richard Simmons, Jim Breuer ancf@®erBill Bradley, and represent a diverse spectofimpinions, on channels such as
Sirius Left, Sirius Stars, NPR Talk and Sirius Oute also offer an array of sports talk and varptygramming, including ESPN Radio,
ESPN News, ESPN’s Spanish language programmingNER®ortes, three comedy channels, MAXIM Radioldrkn’s programming,
including Radio Disney and Kid'’s Stuff, and intetinaal programming.

During 2005, we continued to add to the ipaind breadth of our news, talk and entertainnoffietrings, with the addition of:

* CNN Headline News

» “Christian Talk Chann¢’ a channel of faith based programming from the SaatiBaptist Convention; ar

» “Radio Kore¢” a channel featuring news, entertainment and musigramming, which is broadcast in Kore

Traffic and WeatheWe offer continuous, local traffic reports for 2@tropolitan markets throughout the United States.BAdadcast
these reports, together with local weather reffoota The Weather Channel, on eleven of our chanh&ts of which are devoted to single
metropolitan areas (New York and Los Angeles). '8e hAroadcast national and regional weather repoasuced by The Weather Channel
on our weather and emergency channel.

Distribution of SIRIUS Radios
Retail

SIRIUS radios are marketed and distributed undeousa brands through major national and regionalilers, including Best Buy, Circt
City, Crutchfield, Costco, Target and Wal-Mart. 8US radios are also distributed on an exclusivestdag RadioShack. We develop in-store
merchandising materials and provide sales fordritigfor several retailers. SIRIUS radios are asailable nationwide at various truck
stops, including Travel Centers of America, FlyihdPetro, Pilot Travel Centers and Interstate Cotimes locations.

We also sell SIRIUS radios directly to camsus through our website, which we refer to asdingct to consumer distribution channel.
Automakers

Various automakers factory-install and dedalstall SIRIUS radios in their vehicles. As ottknd of 2005, SIRIUS radios were available
as a factory-installed option in 89 vehicle modeisl as a dealer-installed option in 19 vehicle rieode 2006, we expect automakers to
expand the availability of SIRIUS radios in theghicles to over 115 factory programs. We expedttttenumber of dealer only programs
will decrease as a result of the increased avéithabf SIRIUS radios as a factory-installed option

In certain cases, automakers include a sighien to our radio service in the sale or leasegoof vehicles. The length of these prepaid
subscriptions varies, but is typically six montbohe year. In many cases, we receive subscripagments from automakers in advance of
the activation of our service. We reimburse variautomakers for certain costs associated with tR&US radios installed in their vehicles,
including hardware costs and tooling expenses. $asts are expected to decline as the costs ofUSIRhdios decrease.

DaimlerChrysler.In October 2005, we entered into a new agreemeht®aimlerChrysler Corporation, Mercedes-Benz UB®, and
Freightliner LLC (collectively “DaimlerChrysler”)which extends our exclusive relationship until @eplber 2012. This agreement covers all
cars and




light trucks manufactured by DaimlerChrysler ashaslFreightliner and Sterling heavy trucks. Wershgith DaimlerChrysler a portion of
the revenues we derive from subscribers using Raldhirysler vehicles equipped to receive our ser¥ée also reimburse DaimlerChrysler
for certain advertising, hardware and developmgpépses incurred in connection with the inclusib8I&RIUS radios in its vehicles.

Ford. In June 2005, we entered into a new agreementhuittt Motor Company and certain of its affiliatediigh extends our exclusive
relationship until September 2011 or, at Ford’daptuntil September 2013. Beginning in JanuaryR®brd may elect to become
nonexclusive under the agreement, in which case would forfeit its significant future economic tedits. This agreement covers all Ford
brands, including Ford, Lincoln, Mercury, Jaguaojw, Land Rover, Aston Martin and Mazda. We shaita Ford a portion of the revenues
we derive from subscribers using Ford vehiclesmgugadl to receive our service. We also reimburse fasrdertain promotional, hardware and
development expenses incurred in connection witirtblusion of SIRIUS radios in its vehicles.

BMW.In September 2005, we entered into a new agreewitmBMW of North America, which extends our exdleesrelationship until
August 2008. We share with BMW a portion of theamwes we derive from subscribers using BMW and Mi@Hicles equipped to receive
our service. In addition, we reimburse BMW for eartpromotional, hardware and development expensesred in connection with the
installation of SIRIUS radios in its vehicles.

Other Automakerdn February 2005, we entered into an agreementMitbubishi Motors North America, which establistesexclusiv
relationship through February 2010. We share wittsiubishi a portion of the revenues we derive fearbscribers using Mitsubishi vehicles
equipped to receive our service. We also reimbMiisgubishi for certain promotional and hardware eéxges incurred in connection with the
inclusion of SIRIUS radios in its vehicles.

In January 2006, we entered into an exc&iagreement with Rolls-Royce Motor Cars, pursuamttiich Rolls-Royce will include
SIRIUS radios as standard, factory-installed egeipinin all of its vehicles through 2008. Each Réllsyce vehicle will be sold with a
lifetime subscription included in the price of tber. We will reimburse Roll&®oyce for certain hardware expenses incurred imection with
the inclusion of SIRIUS radios in its vehicles.

SIRIUS radios are also available as a fgatodealer-installed option in various vehicle ralzdoffered by Nissan, Infiniti, Volkswagen,
Audi, Toyota, Lexus, Subaru and Porsche. We adésicussions with other automakers to include SIRi&t8os in new cars and trucks.

Special Markets

Trucks.SIRIUS radios are available nationwide at variousk stops, including Travel Centers of Americgjifig J, Petro, Pilot Travel
Centers and Interstate Connections locations. Rtl@igr, Sterling, Peterbilt, Kenworth, Volvo anatérnational offer SIRIUS radios as a
factory-installed option on the trucks they mantideae.

Boats.Various recreational boat builders, including Seg,Frour Winns, Chapatrral, Larson, Glastron, RaagédrFormula, offer SIRIU
radios and a prepaid subscription to our service standard or optional feature on their boats.

Recreational VehicleSeveral leading manufacturers of recreational Yesjéncluding Fleetwood, American Coach, Winnehago
Gulfstream, Monaco and Newmar, offer SIRIUS radiss factory-installed option.

Hertz

We have an agreement with Hertz Corporation to nglkdUS radios available as an option to its reasalcustomers. In some cases,
service is included as part of the rental pricéleftz vehicles. In other cases, our service isreffas a premium feature to Hertz customel
a daily fee.




As of December 31, 2005, 27,504 vehicles BitRIUS radios were available to renters of Heré3 vehicle models. Hertz offers SIRI
radios at 55 airport locations nationwide.

The SIRIUS System

Our satellite radio system is designed to providarcreception in most areas despite variationsrirain, buildings and other obstructic
Subscribers can receive our transmissions in aflanr locations where the satellite radio recehas an unobstructed line-of-sight with one
of our satellites or is within range of one of éerestrial repeaters.

The FCC has allocated the portion of theaBeblocated between 2320 MHz and 2345 MHz excllysioe national satellite radio
broadcasts. We use 12.5 MHz of bandwidth in theéd282332.5 MHz frequency allocation to transmit signals from our satellites to our
subscribers. Uplink transmissions (from the grotondur satellites) use 12.5 MHz of bandwidth in #&0-7072.5 MHz band.

Our satellite radio system consists of thpaecipal components:
« satellites, terrestrial repeaters and other segdicilities;
* our studios; an

* SIRIUS radios

We continually monitor our existing infrastructuaed regularly evaluate improvements in technold@g.plan to implement a technolc
within our existing system that will initially inease our network capacity by approximately 25%s Tthnology, known as hierarchical
modulation, will allow us to offer additional audihannels, as well as advanced services such aswdtvideo, without noticeably affecting
our broadcasts. This increase in network capaditpe available through new SIRIUS radios and widt be available to SIRIUS radios sold
prior to the implementation of this technology. \@ect to begin offering services using this tedbgypin 2007.

Satellites, Terrestrial Repeaters and Other SatelFacilities

SatellitesSpace Systems/Loral, the manufacturer of our gatlidelivered our three operating satellitessanuuly 2000, September
2000 and December 2000, following the completiomedrbit testing of each satellite. Our fourthasp satellite was delivered to ground
storage in April 2002.

Our satellites are of the Loral FS-1300 nigéeies. This family of satellites has a histofyadiability with a total of more than 350 years
of in-orbit operation time. Each satellite was dasid to have a useful life of approximately 15 gdaom time of launch.

Each operating satellite travels in a figure ejggitern extending above and below the equatorspadds approximately 16 hours per
north of the equator. At any time, two of our theagellites operate north of the equator whiletkivel satellite does not transmit as it trave!
the portion of the orbit south of the equator. Tarisital configuration yields high signal elevatiangles, reducing service interruptions from
signal blockage.

We expect to augment or replace our saadbihstellation by 2012. We may elect to augmenbperating satellites with our fourth,
spare satellite or with new satellites that we maschase to meet our business needs. Decisionginega@ur satellite constellation may aff
the estimated useful life of our existing satedljitand we may modify the depreciable life acconging/e have had discussions with satellite
manufacturers regarding a new satellite; howewedate we have not decided to purchase a newitat@le cost of replacing our satellites
will be substantial.

We have entered into an agreement with claservices provider to secure a satellite lawmch Proton rocket prior to the end of 2010.
The launch services contract may be used to laoackpare satellite or a new satellite we may detidourchase. We have no current plans
to launch our spare satellite or any other saellit




Our existing satellites have experiencedutiifailures on their solar arrays. The circuitufees our satellites have experienced to date do
not limit the power of our broadcast signal or effeur current operations. Additional circuit fais could reduce the estimated useful life of
our existing in-orbit satellites.

We do not maintain in-orbit insurance p@agcovering our satellites. In 2004, we discontihoer in-orbit insurance policies covering
our satellites following a review of the healthoafr satellite constellation, the exclusions fromerage contained in the available insurance,
the costs of the available insurance, and the ipescof other satellite companies as to in-ortgtimance.

Our satellites are designed to minimizeatieerse effects of transmission component failureugh the incorporation of redundant
components that activate automatically or by groommimand upon failure. If multiple component fadisiroccur and the supply of redundant
components is exhausted, the satellite generallycamtinue to operate, but at reduced power.

If we are required to launch our spare Sttalue to the in-orbit failure of one of our dibg satellites, our operations would be impaired
until such time as we successfully launch and cassion our spare satellite, which could take six thewr more. If two or more of our
satellites fail in orbit in close proximity in timeur operations could be suspended for at least@#ths. In such event, our business would be
materially impacted and we could default on our ndtments.

Terrestrial Repeaterdn some areas with high concentrations of talldings, such as urban centers, and in tunnels, Isi¢naan our
satellites may be blocked and reception of oullgatsignal can be adversely affected. In mantheke areas, we have deployed terrestrial
repeaters to supplement our satellite coveragelai®, we have deployed 140 terrestrial repeateds urban areas. We expect to deploy a
significant number of additional terrestrial repatin 2006.

Other Satellite Facilities We control and communicate with our satellitesfrour uplink facility in New Jersey. These actestinclude
routine satellite orbital maneuvers and monitofithe satellites. We also maintain earth statiarBanama and Ecuador to control and
communicate with our satellites.

Studios

Our programming originates from our natiobaladcast studio in New York City and smaller gifdcilities in Houston, Texas;
Memphis, Tennessee; Nashville, Tennessee; and hgslés, California. The national broadcast studieses our corporate headquarters, our
music library, facilities for programming originati, programming personnel and facilities to tratigmogramming to our orbiting satellites.

Our studios and transmission facilities Hd8% digital, resulting in no cumulative distortitmdegrade the sound of our music and
entertainment product. Our studios contain statthefart production facilities. Service commanditate and suspend subscriber service
are relayed from the national broadcast studiaitosatellites for retransmission to subscriberdioa.

SIRIUS Radios

We have authorized selected manufacturepsauce SIRIUS radios. These radios are distributeder various consumer brands,
including the SIRIUS brand. Over time we expedntooduce SIRIUS radios with new features, functidty and form factors.

To facilitate the sale of SIRIUS radios, subsidize chip sets and a portion of radio manufax costs to effectively reduce the price of
SIRIUS radios to our subscribers. We expect thebsidies to decrease over time.

Plug & Play Radios Plug & Play radios enable subscribers to trartspoadio easily to and from their cars, truckanke, offices, boats
or other locations with available adapter kits.gP&uPlay radios adapt to existing audio systemsubh FM modulation and other technology
solutions and can be easily installed by a retaitehe purchaser. In addition, satellite radiogR8uPlay

8




systems designed for commercial truckers are adaithrough participating truck manufacturers, krdealers and truck stops.

A boom box, which enables our subscriberss®their SIRIUS radios virtually anywhere, isitalde for various models of Plug & Play
radios.

Portable Units. In 2005, we introduced the SIRIUS S50, a wearaatellite radio. The SIRIUS S50 allows users fotawa and store up
to fifty hours of SIRIUS music, or a mix of SIRIUBusic and MP3/WMA files, enabling listening on th® When attached to a home dock,
car dock or executive docking station, the SIRIUBD Brovides easy access to live content, and captaurd stores SIRIUS music.

FM Modulated RadiosFM modulated radios enable our service to beivedan all vehicles with FM radios.

In-dash Radios In-dash radios are integrated seamlessly into thehshand allow the user to listen to AM, FM or SUSIwith the pusl
of a button. The SIRIUS receiver can be built itite radio or connected as a hidden external unit.

In the auto sound aftermarket, in-dash mdi® available at retailers nationally.dash radios are also available to automakers &torfa
or dealer installation. When factory-installed, tusst of the SIRIUS radio is generally includedha sticker price of the vehicle and may
include a prepaid SIRIUS subscription of typicalix months to one year in duration.

Home and Commercial UnitsSIRIUS home units that connect to most home gtsystems are available nationally. In additionjores
multi-tuner and multi-zone units are available tiglbh commercial dealers and custom installationadeal hese units allow the user to listen
to the SIRIUS service from multiple locations wittd home or business.

The SiriusConnect Home tuner is a satefitéo receiver designed to interface with multiggdios, audio systems and home theater
systems. The SiriusConnect Home tuner provideseacable connection to easily add our service td$fRready home systems
manufactured by companies such as Eton and Thoraadey the RCA and GE brands.

Many SIRIUS radios now include a “repldgature, allowing listeners to pause, rewind arstl flarward music, sports or talk programs
number of SIRIUS radios also include SIRIUS-Sedhictv alerts listeners when selected artists or sang playing; Game Alert, which
prompts listeners when their favorite teams begiame or when scores change; Game Zone, whichaliggener's favorite team scores on
one screen; and one-touch access to traffic anthesregeports for select cities.

We signed an agreement with XM Radio, thieldwoof the other FCC license to provide a sateliased digital audio radio service, to
develop a unified standard for satellite radiosriable consumers to purchase one radio capabdeeif/ing both SIRIUS' and XM Radio’s
services. We expect the unified standard to d#taitechnology to be employed by manufacturersioh slualmode radios, although we hg
no assurances that any manufacturer will buildhat a market will develop, for such duabde radios. The technology relating to this ud
standard is being developed, funded and will beamiyjpintly by the two companies. This unified stardlis also intended to meet FCC rules
that require interoperability of both licensed Hageradio systems. In 2005, we substantially ctetgr the design of a radio capable of
receiving both services.

International

Canada.ln 2005, SIRIUS Canada Inc., a Canadian corporatwned by us, Canadian Broadcasting Corporationsdaddard
Broadcasting Corporation, received a license frloenx@RTC to offer a satellite radio service in Candtianadian Broadcasting Corporation is
Canada’s national public broadcaster and one ddrigest cultural institutions, and Standard Br@ating Corporation is the largest privately
held owner of radio stations in Canada. SIRIUS @atsalicense to operate a satellite radio servicganada is subject to a number of
conditions,




including the requirement that SIRIUS Canada adfeumber of qualifying Canadian music and talk cleds

In December 2005, SIRIUS Canada launcheskitgice in Canada. SIRIUS Canada currently off@ channels of commercial-free
music and news, sports, talk and entertainmentrpnogning, including 10 channels of Canadian confentCdn. $14.99 per month. In
February 2006, SIRIUS Canada added the Howard $@&channel to its programming lineup. Subscribetie SIRIUS Canada service
not included in our subscriber counts.

Other regionsWe are in discussions with various parties regargbimt ventures in other countries.
Other Opportunities

Traffic and Weathein early 2006, we introduced a service that pravigeaphic information as to road closings, traftfiev and incident
data to consumers with in-vehicle navigation systehie service reports information for 31 citieattive source from NAVTEQ, a provider
of mapping and traffic data. Additional markets expected to be introduced as they become available

In early 2006, we executed an agreement Wi, a provider of weather data, and in 2006 wgeekto offer a marine weather service.
This marine service will provide a range of infotioa, including sea surface temperatures, wavehteignd extended forecasts, to recreation
boaters.

SIRIUS Via Mobile Phoneb1 June 2005, we signed an agreement with Sprioffey select programming over the Nationwide Sprin
PCS Network. In September 2005, Sprint began oifeai SIRIUS music service to its subscribers thihaauguilt-in media player on Sprint
PCS VisionsMMultimedia Phones for $6.95 per month, a portiomwbich we receive. This service includes acce0toommercial-free
SIRIUS music channels, plus a channel devotedtist arterviews and performances. Subscriberséd3print service are not included in our
subscriber counts.

Internet RadioWe offer SIRIUS subscribers the ability to listenour music channels and select non-music chawonelsthe Internet as
part of our base subscription price. We plan to adiditional content to our internet offering in flaéure.

DISH Network We offer our music channels to subscribers aisgiarertain programming packages of the DISH Nekwgatellite
television service.

Telematics and Vide®We are developing a service to provide telematicsalimited number of video channels for rear-s@ddo
systems. Service introductions will be dependeonnwgeveral factors including the development arpilémentation of new technology and
the timing of new product introductions by distribrs. We cannot predict with certainty when thesmwises will be introduced.

Competition

We face competition for both listeners addeatising dollars. In addition to pre-recordedestinment purchased or playing in cars,
homes and using portable players, we compete nirestlgh with the following providers of radio orlwr audio services:

XM Radio.Our direct competitor in satellite radio serviceXidl Radio, the only other FCC licensee for sateltidio service in the Unit
States. XM Radio has announced that it had 5,932%86scribers as of December 31, 2005. XM Radiadwasts certain programming that
we do not offer and is offered on various car mdmehds which do not also offer SIRIUS radios.

Traditional AM/FM RadiolUnlike SIRIUS radio, traditional AM/FM radio hasdha well established market for its services fonyna
years and generally offers free broadcast recejpiiich for by commercial advertising rather tharabgubscription fee. Also, many rac
stations offer information programming of a locature, such as local news and sports, which weotloffer as effectively as local radio. T
AM/FM radio broadcasting industry is highly compiet
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with respect to listeners and advertising reven8eme radio stations also have begun reducinguhar of commercials per hour,
expanding the range of music played on the airexperimenting with new formats in order to compatae directly with satellite radio.
Several major radio companies have launched adiggtcampaigns designed to assert the benefitaditional local AM/FM radio.

Currently, most traditional AM/FM radio stationsobidcast by means of analog signals, not digitabtrassion. Traditional AM/FM radi
broadcasters are able to transmit digitally ine tlandwidth occupied by current AM/FM stations. iligbroadcasting offers higher sound
quality than traditional analog signals. Digitatli@broadcast services have been expanding, amtgasing number of radio stations in the
U.S. have begun digital broadcasting or are imptioeess of converting to digital broadcasting. Téa@hnology permits broadcasters to
transmit as many as five stations per frequencyth@€aextent that traditional AM/FM radio statiordoat digital transmission technology, and
to the extent such technology allows signal qudligt rivals our own, any competitive advantagé siadellite radio enjoys over traditional
radio because of our digital signal would be lessen

Internet Radio and Downloading Devicésternet radio broadcasts have no geographic fiioita and can provide listeners with radio
programming from around the country and the wdtldcrently, there are no Internet radios in vehichdthough we believe that the current
sound quality of Internet radio is below standard eay vary depending on factors that can distoirtterrupt the broadcast, such as network
traffic, we expect that improvements from highendaidths, faster modems and wider programming selex may make Internet radio a
more significant competitor in the future.

The Apple iPod ® is a portable digital mugiayer that sells for approximately $100-$400 aholws users to convert music on compact
discs to digital files and to download and purchasssic through Apple’s iTunes ® Music Store, whiehtures over 2 million songs and
11,000 audio books. Apple sold over 22.5 milliondB ® and more than one million videos duringigsdl 2005 year. iPods ® are
compatible with certain car stereos and variouséepeaker systems. Availability of music in thelpublP3 audio standard has been
growing in recent years with sound files availatrethe websites of online music retailers, artistd record labels and through numerous file
sharing software programs. These MP3 files candyeed instantly, burned to a compact disc or stimedrious portable players available to
consumers. Our SIRIUS S50 portable satellite ratiiger competes with the iPod ® and other portalsic devices.

Direct Broadcast Satellite and Cable Audfonumber of companies provide specialized audivises through either direct broadcast
satellite or cable audio systems. These servieetaggeted to fixed locations, mostly in-home. Tédio service offered by direct broadcast
satellite and cable audio is often included as giat package of digital services with video sezyiand video customers therefore generall
not pay an additional monthly charge for the awsdiovice.

Digital Media ServicesWe may face competition from businesses that hamewnced plans to deliver entertainment and meatiteat
through cell phones and other wireless devicednSextel, Comcast, Time Warner Cable, Cox Comroaitidns and Advance/Newhouse
Communications recently announced they are forraijaint venture to work toward accelerating thewagence of video entertainment,
wireline and wireless data and communications prtsdand services to provide customers through@ubthited States access to advanced
integrated entertainment, including streaming tisilem programming, music, video clips, games aredrpcorded DVR programs,
communications and wireless products. QUALCOMM &asounced that its wholly owned subsidiary, Medi@RUSA, will offer interactive
wireless multimedia services to consumers in caatpaT with U.S. wireless operators through a natide network that will deliver
multimedia content to mobile devices in the 700 Mipectrum for which QUALCOMM holds licenses witmationwide footprint.
MediaFLO USA expects to begin commercial operatibthe new network in 2006. Crown Castle InternaiocCorp. has also announced that
it plans to deliver live mobile video in partnenshvith wireless operators through its Modeo LLCsdlary. It will provide the service over
5MHz of its licensed spectrum in the
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1670-1675 MHz band and plans to commercially launaelect major U.S. markets, including New Y orikyCin 2006.
Government Regulation

As an operator of a privately owned sateliystem, we are regulated by the FCC under then@mications Act of 1934. The FCC is the
government agency with primary authority in the tgdiStates over satellite radio communications. Assignment or transfer of control of
our FCC license must be approved by the FCC. Wieertly must comply with regulation by the FCC pipadly with respect to:

* the licensing of our satellite syste
 preventing interference with or to other usersaglio frequencies; ar

» compliance with FCC rules established specificediyU.S. satellites and satellite radio servic

In 1997, we were one of two winning biddinsan FCC license to operate a satellite digitalia radio service and provide other
ancillary services. Our FCC license expires in 20@r to the expiration, we will be required fapdy for a renewal of our FCC license. We
anticipate that, absent significant misconduct onpart, the FCC will renew our license to pernpemtion of our satellites for their useful
lives, and grant a license for any replacementlgate

In some areas with high concentrations of talldiogs, such as urban centers, signals from oulliszgevill be blocked and reception ¢
be adversely affected. In many of these areas,awve imstalled terrestrial repeaters to supplemensatellite signal coverage. The FCC has
not yet established rules governing terrestriabaggrs. A rulemaking on the subject was initiatgethie FCC in March 1997 and is still
pending. Many comments have been filed as pattisfrtilemaking, including comments from the Natioissociation of Broadcasters, me
cellular telephone system operators and other holafespectrum adjoining ours. The comments covamyropics relating to the operation of
our terrestrial repeaters, but principally seegnmect adjoining wireless services from interfenNe cannot predict the outcome or timing
of these FCC proceedings and the final rules addpgghe FCC may limit our ability to deploy addital terrestrial repeaters, require us to
reduce the power of our existing terrestrial repesabr fail to protect us from interference by awmijug spectrum holders. In the interim, the
FCC has granted us special temporary authoritpéraie over 200 terrestrial repeaters and offeseruice on a non-harmful interference
basis to other wireless services.

In July 2005, XM Radio announced an agrednmeacquire WCS Wireless. The principal asset/GfS Wireless are wireless spectrum
licenses throughout the United States, includiogrises for spectrum adjoining ours. We filed atipetiwith the FCC opposing this
acquisition, principally on the grounds that XM Rad use of certain radio spectrum acquired from WG&Ms&s and adjoining our spectr
would interfere with the operation of our servitbe FCC's approval of this acquisition without i@ conditions to protect our operations
could have an adverse effect on the reception o§ervice.

Our FCC license is conditioned on us ceirifyjthat our system includes a receiver designulilhpermit end users to access XM Radio's
system. We have signed an agreement with XM Radditetelop jointly a unified standard for satelliéglios to facilitate the ability of
consumers to purchase one radio capable of regeddth our and XM Radio's services. We believe tihiatagreement, and our efforts with
XM Radio to develop this unified standard for sitteladios, satisfies the interoperability congliticontained in our FCC license.

The Communications Act prohibits the isswaota license to a foreign government or a reprtasi@e of a foreign government, and
contains limitations on the ownership of commorriearbroadcast and some other radio licenses bylh8. citizens. We are regulated as a
subscription-based, non-common carrier by the F@Caae not a broadcast service. As such, we areaustd by the foreign ownership
provisions of the Communications Act. As a private
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carrier, we are free to set our own prices andesemgtomers according to our own business judgmigndut economic regulation.

Changes in law or regulations relating topwunications policy or to matters affecting ounvems could adversely affect our ability to
retain our FCC license or the manner in which werage.

The SIRIUS Trademark

We have several registrations and appropetications in the U.S. Patent and Trademark Officehe “SIRIUS” trademark and the
“Dog Design” logo used in connection with our protiuand service. We intend to maintain our trad&mand the applications and
registrations therefor. We are not aware of anyenitclaims of infringement or other challenge®tw right to use the “SIRIUS” trademark
or the “Dog Design” logo in the United States imuection with our products or service.

Copyrights in Programming

In connection with our music programming, west negotiate and enter into royalty arrangemeittstwo sets of rights holders: holders
of copyrights in musical works, or songs, and hdd# copyrights in sound recordings—records, déssecompact discs and audio files.

Musical works rights holders, generally sariters and music publishers, are represented Hpipeing rights organizations such as the
American Society of Composers, Authors and Publisher ASCAP, Broadcast Music, Inc., or BMI, andS2¥, Inc. These organizations
negotiate fees with copyright users, collect ragaland distribute them to the rights holders. \&echentered into public performance license
agreements with ASCAP and SESAC that expire atitteof 2006 to pay royalties for our public perfarmoes of musical works by our
satellite radio service. We also have enteredantiterim license agreement with BMI and are stdssions regarding a final license. If we
are unable to reach a final agreement with BMbyalty rate may ultimately be established throtitipdtion.

Sound recording rights holders, typicallsgrecord companies, are primarily represente8dyndExchange, an organization which
negotiates licenses and collects and distributgslties on behalf of record companies and perfognairtists. We have an agreement with
SoundExchange to pay royalties for our public penfinces of sound recordings by our satellite radiwice. Our agreement with
SoundExchange expires at the end of 2006.

Certain copyright holders have stated camceggarding features in SIRIUS radios that allabssribers to listen to SIRIUS
programming after the initial broadcast. We belithese devices comply with applicable copyright.lsMe cannot assure that our royalty 1
will remain at current levels or that arbitrationlitigation will not arise in connection with rolgg arrangements or SIRIUS radios that incl
certain recording capabilities and we cannot ptadiat the costs to us of a proceeding or a setttérof such a dispute or disputes might be.

Personnel

As of December 31, 2005, we had 614 empkykeeaddition, we rely upon a number of consutaather advisors and outsourced
relationships. None of our employees is represemyeallabor union, and we believe that our relatfop with our employees is good.

Corporate Information

Sirius Satellite Radio Inc. was incorporaitethe State of Delaware as Satellite CD Radio, tm May 17, 1990. On December 7, 1992,
we changed our name to CD Radio Inc., and we foranetiolly owned subsidiary, Satellite CD Radio,.Jrhat is the holder of our FCC
license. On November 18, 1999, we changed our riar8&ius Satellite Radio Inc. Our executive officae located at 1221 Avenue of the
Americas, 36th floor, New York, New York 10020 ama telephone number is (212) 584-5100. Our intesddress is SIRIUS.com. Our
annual, quarterly
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and current reports, and amendments to those sgffitet! or furnished pursuant to Section 14(a)%(d) of the Securities Exchange Act of
1934 may be accessed free of charge through owsitgedfter we have electronically filed such matenith, or furnished it to, the SEC.
SIRIUS.com is an inactive textual reference onlgaming that the information contained on the welisinot part of this Annual Report on
Form 10-K and is not incorporated in this reportréference.

Executive Officers of the Registrant

Certain information regarding our executbfficers is provided below:

Name Age Position
Mel Karmazin 62  Chief Executive Office
Scott A. Greenstei 46  President, Entertainment and Spc
James E. Meye 51 President, Sales and Operatit
Patrick L. Donnelly 44  Executive Vice President, General Counsel and &agi
David J. Frea 49  Executive Vice President and Chief Financial Offi

Mel Karmazin has served as our Chief Executive Officer and a beerof our board of directors since November 2@0#br to joining
us, Mr. Karmazin was President and Chief Operdiiffgcer and a member of the board of directors @c@m Inc. from May 2000 until June
2004. Prior to joining Viacom, Mr. Karmazin was &ident and Chief Executive Officer of CBS Corparatfrom January 1999 and a direc
of CBS Corporation from 1997 until its merger witlacom in May 2000. He was President and Chief @firegy Officer of CBS Corporation
from April 1998 through December 1998. Mr. Karmagiimed CBS Corporation in December 1996 as Chairara Chief Executive Officer
of CBS Radio and served as Chairman and Chief ExecOfficer of the CBS Station Group (Radio andeliesion) from May 1997 to April
1998. Prior to joining CBS Corporation, Mr. Karmazsierved as President and Chief Executive Offi€énfmity Broadcasting Corporation
from 1981 until its acquisition by CBS CorporatiorDecember 1996. Mr. Karmazin served as ChairrRaesident and Chief Executive
Officer of Infinity from December 1998 until the mger of Infinity Broadcasting Corporation with Viam in February 2001.

Scott A. Greensteinhas served as our President, Entertainment andsSpimce May 2004. Prior to May 2004, Mr. Greeimsteas Chiet
Executive Officer of The Greenstein Group, a medhid entertainment consulting firm. From 1999 u2@02, he was Chairman of USA
Films, a motion picture production, marketing amgtribution company. From 1997 until 1999, Mr. Qustein was Co-President of October
Films, a motion picture production, marketing amgtrébution company. Prior to joining October FilpMr. Greenstein was Senior Vice
President of Motion Pictures, Music, New Media &ublishing at Miramax Films, and held senior posisi at Viacom Inc., a diversified
media and entertainment company.

James E. Meyerhas served as our President, Sales and Operatinns,May 2004. Prior to May 2004, Mr. Meyer wasdfdent of
Aegis Ventures Incorporated, a consulting firm ihi@vides general management services. From Dege2@B& until 2002, Mr. Meyer
served as special advisor to the Chairman of TharsA., a leading consumer electronics companymRranuary 1997 until December
2001, Mr. Meyer served as the Senior Executive Yimsident for Thomson as well as the Chief Opagdiifficer for Thomson Consumer
Electronics. From 1992 until 1996, Mr. Meyer serasdThomson’s Senior Vice President of Product Mangnt. Mr. Meyer is a director of
Gemstar-TV Guide International, Inc.

Patrick L. Donnelly has served as our Executive Vice President, Ge@enahsel and Secretary since May 1998. From Jufié ttOMay
1998, he was Vice President and deputy generalsebai ITT Corporation, a hotel, gaming and entarteent company that was acquired by
Starwood Hotels & Resorts Worldwide, Inc. in Feloyu998. From October 1995 to June
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1997, he was assistant general counsel of ITT Catjpn. Prior to October 1995, Mr. Donnelly waseaamsociate at the law firm of Simpson
Thacher & Bartlett LLP.

David J. Frear has served as our Executive Vice President andf Elriancial Officer since June 2003. From July 189®ugh Februar
2003, Mr. Frear was Executive Vice President angiFinancial Officer of Savvis Communications Coration, a global managed service
provider, delivering internet protocol applicatidios business customers. From October 1999 thréigdnuary 2003, Mr. Frear also served as
a director of Savvis. Mr. Frear was an independensultant in the telecommunications industry frldogust 1998 until June 1999. From
October 1993 to July 1998, Mr. Frear was Senioe\Rcesident and Chief Financial Officer of Oriontherk Systems Inc., an international
satellite communications company that was acquisetoral Space & Communications Ltd. in March 1988m 1990 to 1993, Mr. Frear
was Chief Financial Officer of Millicom Incorporatea cellular paging and cable television comp&miar to joining Millicom, he was an
investment banker at Bear, Stearns & Co., Inc.@madlit Suisse.

Employment Agreements
We have entered into an employment agreemigimteach of our executive officers, and theseagrents are described below.

Mel Karmazin.In November 2004, we entered into a five-year ageyg with Mel Karmazin to serve as our Chief ExamuOfficer. We
pay Mr. Karmazin a base salary of $1,250,000 par,y@nd annual bonuses in an amount determinedyeactby the Compensation
Committee of our board of directors.

Pursuant to our agreement with Mr. Karmakis stock options and shares of restricted statkvest upon his termination of
employment for good reason, upon his death or ditsehnd in the event of a change in control. e event Mr. Karmazin's employment is
terminated by us without cause, his unvested stptions and shares of restricted stock will thecgupest and become exercisable, and he
will receive his current base salary for the rerdaimof the term and any earned but unpaid annuaido

In the event that any payment we make, aefiewe provide, to Mr. Karmazin would require himpay an excise tax under
Section 280G of the United States Internal Revelue, we have agreed to pay Mr. Karmazin the amofusuich tax and such additional
amount as may be necessary to place him in the saa financial position that he would have beeifithe excise tax was not imposed.

Scott A. Greensteinn May 2004, we entered into an employment agreéméh Scott A. Greenstein to serve as our Pregjden
Entertainment and Sports, and in August 2005, weraled that agreement. Mr. Greenstein has agresshie as our President, Entertainn
and Sports, through July 2009, and we pay Mr. Geiegm an annual salary of $700,000.

If Mr. Greenstein's employment is terminatgthout cause or he terminates his employmengéad reason, he is entitled to receive a
lump sum payment equal to (1) his base salaryfecefrom the termination date through May 4, 2@@4d (2) any annual bonuses, at a level
equal to 60% of his base salary, that would haen lmeistomarily paid during the period from the tieiation date through May 4, 2007. In
event Mr. Greenstein's employment is terminatetiouit cause or he terminates his employment for geason, we are also obligated to
continue his medical, disability and life insuramemefits for eighteen months following his terntioa.

If, following the occurrence of a changesamtrol, Mr. Greenstein is terminated without caosée terminates his employment for good
reason, we are obligated to pay Mr. Greensteitetsger of (1) four times his base salary and (2 8 the multiple of base salary, if any, t
our chief executive officer would be entitled te@eese under his or her employment agreement ifrlghe was terminated without cause or
terminated for good reason following such changeomtrol. We are also obligated to continue Mr.&hstein's medical, disability and life
insurance benefits, or pay him an amount suffidiemeplace these benefits, until the third anrsaey of his termination date.
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In the event that any payment we make, aefiewe provide, to Mr. Greenstein would requiieho pay an excise tax under
Section 280G of the United States Internal Revefude, we have agreed to pay Mr. Greenstein the anofisuch tax and such additional
amount as may be necessary to place him in the saa financial position that he would have beeifithe excise tax was not imposed.

James E. Meyerln May 2004, we entered into an employment agre¢méh James E. Meyer to serve as our Presideies%ed
Operations, and in March 2005 and February 200Gwended that agreement. Mr. Meyer has agreedwe as our President, Sales and
Operations, until April 2007 and we pay Mr. Meyerannual salary of $800,000.

If, following the occurrence of a changecamtrol, Mr. Meyer is terminated without cause erterminates his employment for good
reason, we are obligated to pay Mr. Meyer the leskEL) four times his base salary, and (2) 80%hefmultiple of base salary, if any, that
our chief executive officer would be entitled te@eese under his or her employment agreement ifrlghe was terminated without cause or
terminated for good reason following such changeoaftrol. We are also obligated to continue Mr. Eiéy medical, disability and life
insurance benefits, or pay him an amount sufficiemeplace these benefits, until the third anrsgey of his termination date.

In the event that any payment we make, or ben&fipravide, to Mr. Meyer would require him to payextise tax under Section 280C
the United States Internal Revenue Code, we hane=ddo pay Mr. Meyer the amount of such tax amth sudditional amount as may be
necessary to place him in the exact same finapoisition that he would have been in if the excésewere not imposed.

Upon the expiration of Mr. Meyer's employrmagreement in April 2007, we have agreed to d¥ferMeyer a one-year consulting
agreement. We expect to reimburse Mr. Meyer foofallis reasonable out-of-pocket expenses assdaidth the performance of his
obligations under this consulting agreement, buhaloexpect to pay him any cash compensation. Miyérfs stock options will continue to
vest and will be exercisable during the term of tonsulting agreement.

Patrick L. Donnelly.In November 2004, we entered into an employmergexgent with Patrick L. Donnelly to serve as ourdutive
Vice President, General Counsel and Secretary Miatyl 2007. We pay Mr. Donnelly an annual base gad&f400,000.

If Mr. Donnelly's employment is terminatedhvout cause or he terminates his employment fodgeason, we are obligated to pay Mr.
Donnelly his annual salary and the annual bonugkisl to him and to continue his medical, dis&p#ind life insurance benefits for one ye

In the event that any payment we make, or bene&fiprovide, to Mr. Donnelly would require him to pay excise tax under Section 2¢&
of the United States Internal Revenue Code, we hgweed to pay Mr. Donnelly the amount of suchatiagt such additional amount as may
necessary to place him in the exact same finapoisition that he would have been in if the excésewas not imposed.

David J. Frear.In June 2003, we entered into an employment agneewith David J. Frear to serve as our Executivee\President and
Chief Financial Officer, and in August 2005, we athed that agreement. Mr. Frear has agreed to asrear Executive Vice President and
Chief Financial Officer through July 2008, and vay Mr. Frear an annual salary of $450,000.

If Mr. Frear's employment is terminated with cause or he terminates his employment for geadon, we are obligated to pay Mr. Frear
his annual salary and the annual bonus last paidhto

In the event that any payment we make, aefiewe provide, to Mr. Frear would require himpay an excise tax under Section 280G of
the United States Internal Revenue Code, we hane=ddo pay Mr. Frear the amount of such tax awet sdditional amount as may be
necessary to place him in the exact same finaposition that he would have been in if the excisewas not imposed.
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Additional information regarding the compatisn for Messrs. Karmazin, Greenstein, Meyer, Batlyrand Frear will be included in our
definitive proxy statement for our 2006 annual rmepbf stockholders to be held on Tuesday, May22®g6.

Iltem 1A. Risk Factors

In addition to the other information in this AnndRéport on Form 10-K, the following risk factorsld be considered carefully in
evaluating us and our business. This Annual Remoorm 10-K contains forward-looking statementthimithe meaning of the federal
securities laws. Actual results and the timingwérgs could differ materially from those projectedorward-looking statements due to a
number of factors, including those set forth betowl elsewhere in this Annual Report on Form 104€ ‘Special Note Regarding Forward-
Looking Statemen”

Failure of our satellites would significantly damag our business.

Our three satellites were launched in 20@8.do not maintain in-orbit insurance policies aavg our satellites. Our operating results
would be materially adversely affected if the uséfa of our satellites is significantly shortdran we expect, whether as a result of a satellite
failure or technical obsolescence, and we faibtith replacement satellites in a timely manner.

The useful lives of our satellites will vaapd depend on a number of factors, including:

» degradation and durability of solar pant

» quality of construction

» random failure of satellite components, which caelsult in significant damage to or loss of a $iste
» amount of fuel our satellites consume; i

» damage or destruction by electrostatic storms lisimms with other objects in space, which occalyan rare
cases

Our satellites have experienced circuitf@s on their solar arrays. The circuit failures satellites have experienced to date do not limit
the power of our broadcast signal or otherwisecaféeir current operations. Additional circuit fais could reduce the useful life of our
existing in-orbit satellites.

In the ordinary course of operation, saeliexperience failures of component parts andatipeal and performance anomalies.
Components on our in-orbit satellites have faikut from time to time we have experienced anomali¢ise operation and performance of
our satellites. These failures and anomalies goea®d to continue in the ordinary course, ansliipossible to predict if any of these future
events will have a material adverse effect on @arations or the useful life of our existing in-biatellites.

If one of our three satellites fails in drlaiur service would be impaired until such timenessuccessfully launch and commission our
spare satellite, which would take six months orendfrtwo or more of our satellites fail in orbit €lose proximity in time, our service could
be suspended for at least 24 months. In such esenhusiness would be materially impacted and evdccdefault on our commitments.

We may from time to time modify our business planand these changes could adversely affect us and durancial condition.

We regularly evaluate our plans and straté&hgse evaluations often result in changes t@tauns and strategy, some of which may be
material and significantly change our cash requinets or cause us to achieve cash flow breakevatesér date. These changes in our plans
or strategy may include: the acquisition of unigae€ompelling programming; the introduction of nfaatures or services; significant new or
enhanced distribution arrangements; investmeritgfiastructure, such as satellites, equipment diorapectrum; and acquisitions of third
parties that own programming, distribution, infrasture, assets, or any combination of the foregoin
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To fund incremental cash requirements, anasket opportunities arise, we may choose to radsktional funds through the sale of
additional debt securities, equity securities oombination of debt and equity securities. The irence of indebtedness would result in
increased fiscal obligations and could contain @aluil restrictive covenants. The sale of additi@tpuity or convertible debt securities wo
result in dilution to our stockholders. These addil sources of funds may not be available aaydilable, may not be available on terms
favorable to us.

Our business might never become profitable.

As of December 31, 2005, we had an accumdildéficit of approximately $2.7 billion. We expectr cumulative net losses to grow as
we make payments under various contracts, incuketiag and subscriber acquisition costs and matezest payments on our debt. If we are
unable ultimately to generate sufficient revenaelsdcome profitable, we could default on our commaitts and may have to discontinue
operations or seek a purchaser for our busineassats.

Programming is an important part of our service, ar the costs to renew our programming arrangements ay be more than
anticipated.

Third-party content is an important parbaf service, and we compete with many partiesutfio XM Radio, for content. We have
entered into a number of important content arrareges) including agreements with the NFL, Howardrsésnd NASCAR, which require us
to pay substantial sums. Our agreement with the dblires at the end of the 2010-2011 NFL seasanagieement with Howard Stern
expires in December 2010; and our agreement witBGIAR expires in 2011. As these agreements expeganay not be able to negotiate
renewals of one or more of these agreements, exwrsnch agreements at costs we believe are atacti

Our financial obligations under our agreement withward Stern consist of both fixed and incentivgrpants in cash and common sta
and are substantial. In October 2004 we disclosatthe aggregate fixed obligations under our ages¢ with Stern would be approximately
$100 million per year commencing in 2006. The 38,830 shares issued in January 2006 for the benfefibward Stern and Don Buchwald,
his agent, were valued in October 2004 at approely&110 million and were included as part of #ygregate fixed obligations under the
agreement. At issuance, these shares were valaggbaiximately $225 million, which will be record&mlequity granted to third parties and
employees expense in the first quarter of 2006.

In addition, we may not be able to obtaididnal third-party content within the costs canfdated by our business plan. We also must
negotiate and enter into final music programmingahy arrangements with BMI and our existing arramgnts with the ASCAP, SESAC and
SoundExchange will expire at the end of 2006. Soghlty arrangements may be more costly than goatied.

Certain copyright holders have stated camceggarding features in SIRIUS radios that allafssribers to listen to SIRIUS
programming after the initial broadcast. We belithese devices comply with applicable copyright.lsMe cannot assure that our royalty 1
will remain at current levels or that arbitrationlitigation will not arise in connection with rolgg arrangements or SIRIUS radios that incl
certain recording capabilities and we cannot ptediat the costs to us of a proceeding or a sedtiéof such a dispute or disputes might be.

Higher than expected costs of attracting new subsitrers could adversely affect our financial performace and operating results.

We are spending substantial funds on adegiiand marketing and in transactions with autergkadio manufacturers, retailers and
others to obtain and attract subscribers. If tretscof attracting subscribers are greater thanategdeor if our competitor, XM Radio,
substantially increases equipment subsidies orcesihardware prices, our financial performanceapetating results could be adversely
affected.
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Higher subscriber turnover could adversely affect ar financial performance and operating results.

We are experiencing, and expect to conttowexperience in the future, some subscriber tunaw churn. We cannot predict the amount
of churn we will experience. High subscriber turagwr our inability to attract customers to ouvgee, would adversely affect our financial
performance and operating results.

Competition from XM Radio and traditional and emerging audio entertainment providers could adversely #iect our ability to
generate revenues.

We compete with many entertainment providerdoth listeners and advertising revenues, bliclg XM Radio, the other satellite radio
provider in North America; traditional AM/FM andgtial radio; Internet-based audio providers; difectadcast satellite television audio
services; and cable systems that carry audio svin addition, other technologies in the mobhildia environment, such as Apple iPod ®
and MP3 devices, wireless broadband services axtdypaeration cellular telephones, have emergednwpete with our service.

If consumers or other third parties percehat XM Radio offers more attractive service, entel features or superior equipment
alternatives, or has stronger marketing or distiilouchannels, it may gain a long-term competitigeantage over us. As of December 31,
2005, we had 3,316,560 subscribers, while XM Raelpmrted 5,932,957 subscribers as of the same date.

In July 2005, XM Radio announced an agredrnmeacquire WCS Wireless, the principal assetstdth are wireless spectrum licenses in
geographic areas covering a significant portiothefcontinental United States. While XM Radio hasannounced a plan for the use of this
spectrum, XM Radio's acquisition of this spectrather radio spectrum or technologies not availables, may enable it to offer more
services, produce entertainment products of gréatiErest to consumers or operate at a more cotiveetiost.

We compete vigorously with XM Radio for subscribargl in all other aspects of our business, inclydir pricing of our service and «
radios, retail and automotive distribution arrangats, programming acquisitions and technology. Gaitipn with XM Radio may increase
our operating expenses as we seek arrangementthwittparties, such as programming providers,magt cause us to reach cash flow
breakeven with more subscribers or later than wimate.

Unlike satellite radio, traditional AM/FMda has a well established and dominant markeepiessfor its services and offers free
broadcasts supported by commercial advertisingerdttan by a subscription fee. Many radio statmise offer consumers well known on-air
personalities and information programming of a lozdure, which we do not offer as broadly as loedio. To the extent that consumers
place a high value on these features of traditiéd&FM radio, we are at a competitive disadvantegeme radio stations have begun
reducing the number of commercials per hour, exjpanithe range of music played on the air and erpenting with new formats in order to
compete more directly with our service. Severalanegqdio companies recently banded together toclkaam advertising campaign designe
assert that traditional AM/FM radio, like satellfedio, is innovative and features new artists.

Digital radio broadcast services have begraerding, and an increasing number of radio statinrthe U.S. have begun digital
broadcasting or are in the process of convertirdjgital broadcasting. The technology permits boaetiers to transmit as many as five
stations per frequency. To the extent that tradéidAM/FM radio stations adopt digital transmisstenhnology and to the extent such
technology allows signal quality that rivals ourrgvany competitive advantage that we enjoy oveliticmal radio because of our digital
signal would be lessened.

Internet radio broadcasts have no geogrdphitations and can provide listeners with radiogramming from around the world.
According to an Arbitron study, approximately 20lmn Americans listened to Internet radio each kvieeJanuary 2005. We expect that
improvements from higher bandwidths, faster modantswider programming selection will make Intemreatio increasingly competitive.
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The Apple iPod ® , a portable digital mugiayer that stores up to 15,000 songs, allows usetewnload and purchase music through
Apple’s iTunes ® Music Store, which offers for saker two million songs. The iPod ® also compatible with certain car stereos anébua
home speaker systems. Our SIRIUS S50 portabldisatadio player competes with the iPod ® and oftwrtable music devices.

A number of wireless telephone providers mdfer, or have announced plans to offer, musigises. These music services may provide
a variety of live music channels as well as théitglib download selected songs. Although manyhefse services have just been launchec
dependent upon the adoption of next generatiorpbelhe technology and are not yet widely acceptelde market, music services from
wireless telephone providers could become incrghstompetitive with our service.

Weaker than expected market and advertiser accepta® of our service could adversely affect our advasing revenue and results of
operations.

Our ability to generate advertising revenwékbe directly affected by the number of subbers to our service and the amount of time
subscribers spend listening to our talk and entertant channels or our traffic and weather servidgr. ability to generate advertising
revenues will also depend on several factors, dicluthe level and type of market penetration afsmrvice, competition for advertising
dollars from other media, and changes in the athiegtindustry and economy generally. We directiynpete for audiences and advertising
revenues with XM Radio and traditional AM/FM raditations, some of which maintain longstanding rehethips with advertisers and
possess greater resources than we do.

We attract a substantial number of our new subscrikrs during the fourth quarter and our inability to deliver competitive products
during the fourth quarter could have a material adwerse affect on our operations.

We attract a disproportionate share of @w subscribers each year during the fourth quageause of the holiday season. For example,
in 2005 we attracted approximately 53% of our netssribers during the fourth quarter. As a result, failure to properly manage radio
inventory, respond to changing technology and cditiye pressures or deliver a competitive produgtiy the fourth quarter could
significantly reduce our number of new subscrilzerd have an adverse affect on our operations. ¥éed@pend on third parties to
manufacture, distribute, market and sell SIRIUSasdand their failure to perform during the fougtiiarter could have an adverse affect on
our operations.

Failure of third parties to perform could adversely affect our business.

Our business depends in part on the eftdrtkird parties, especially the efforts of:

automakers that manufacture, market and sell vehzpable of receiving our service, but in marsgsdave
no obligations to do s«

consumer electronics manufacturers that manufaanndaistribute SIRIUS radio

companies that manufacture and sell integrateditsréor SIRIUS radios

programming providers and -air talent, including Howard Ster

retailers that market and sell SIRIUS radios ammhymte subscriptions to our service;

« third party vendors that have designed, built, suppr operate important elements of our systerch s1$ our
customer service facilitie

If one or more of these third parties does notqrerfin a sufficient or timely manner, our businesl$ be adversely affected and we co
be placed at a long-term disadvantage.

The sale of vehicles with SIRIUS radiosnsrmaportant source of subscribers for us. To thersales of vehicles by our distribution
partners slow, our subscriber growth could be azblgrimpacted. In addition, we do not manufactateltite radios or accessories, and we
depend on
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manufacturers and others for the production of BBRtadios and their component parts. If one or muaaufacturers does not produce ra
in a sufficient quantity to meet demand, or if suatlios were not to perform as advertised or weteetdefective, sales of our service and our
reputation could be adversely affected.

Failure to comply with FCC requirements could damag our business.

As the holder of one of two FCC licensesperate a satellite radio service in the UnitedeStave are subject to FCC rules and
regulations. The terms of our license require uséet certain conditions, including designing aneer that will permit end users to access
XM Radio's system; coordination of our satellitdicaservice with radio systems operating in theesaamge of frequencies in neighboring
countries; and coordination of our communicationkd to our satellites with other systems that afgeem the same frequency band.

Non-compliance by us with these conditioosld result in fines, additional license conditiplicense revocation or other detrimental
FCC actions. We may also be subject to interferémee adjacent radio frequency users if the FCCsdus adequately protect us against
such interference in its rulemaking process, indgdnterference that could result from XM Radia%e of the spectrum it is seeking to
acquire from WCS Wireless.

The FCC has not yet issued final rules petimgi us to operate and deploy terrestrial repsatefill gaps in our satellite coverage. We are
operating our terrestrial repeaters on a “non-fatence” basis pursuant to a grant of special tearga@uthority from the FCC. The FCC's
final terrestrial repeater rules may require usettuce the power of our terrestrial repeaters snitl dur ability to deploy additional repeaters.
If the FCC requires us to reduce significantly plogver of our terrestrial repeaters, this would harvedverse effect on the quality of our
service in certain markets and/or cause us to alteterrestrial repeater infrastructure at a suii#l cost. If the FCC limits our ability to
deploy additional terrestrial repeaters, our apttitimprove any deficiencies in our service qyatitat may be identified in the future would
be adversely affected.

Rapid technological and industry changes could makeur service obsolete.

The satellite industry and the audio ententent industry are both characterized by rapitinetogical change, frequent new product
innovations, changes in customer requirements gpeatations, and evolving industry standards. Ifareeunable to keep pace with these
changes, our business may be unsuccessful. Praggintsnew technologies, or emerging industry staiig] could make our technologies
obsolete or less competitive in the marketplace.

Our substantial indebtedness could adversely affectur financial health.

As of December 31, 2005, we had approximael1 billion of indebtedness. We may incur moebtdf we believe we can raise money
on favorable terms. A significant portion of oud@btedness contains restrictive covenants. Oubtedeess could:

limit our flexibility in planning for, or reactingp, changes in our business and indus

limit our ability to borrow additional fund:

increase our vulnerability to general adverse esoo@nd industry condition:

require us to dedicate a substantial portion ofoash flow from operations to payments on our inelfess,
possibly reducing the availability of our cash flesfund working capital, capital expenditures, atiter gener:
corporate purposes; a

place us at a competitive disadvantage comparednpetitors that have less de

Failure to comply with the covenants corgdiin the indentures governing our debt could teéswdn event of default, which, if not cured
or waived, could cause us to discontinue operatiorseek a purchaser for our business or assets.
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Our national broadcast studio, terrestrial repeaternetwork, satellite uplink facility or other ground facilities could be damaged by
natural catastrophes or terrorist activities.

An earthquake, tornado, flood, terrorisaelttor other catastrophic event could damage diona broadcast studio, terrestrial repeater
network or satellite uplink facility, interrupt oservice and harm our business. We do not havacepient or redundant facilities that can be
used to assume the functions of our terrestriadagg network, national broadcast studio or stgaliplink facility in the event of a
catastrophic event.

Any damage to the satellite that transnaitsur terrestrial repeater network would likelyuksn degradation of our service for some
subscribers and could result in complete loss g in certain areas. Damage to our nationaldeast studio would restrict our
programming production and require us to obtaigmamming from third parties to continue our serviBamage to our satellite uplink
facility could result in a complete loss of serviggil we could identify a suitable replacementiligcand transfer our operations to that site.

Consumers could pirate our service.

Individuals who engage in piracy may be ablebtain or rebroadcast our satellite radio erwithout paying the subscription fee.
Although we use encryption technology to mitigdte tisk of signal theft, such technology may notilequate to prevent theft of our signal.
If signal theft becomes widespread, it could hatmhusiness.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

We lease space in an office building in N¥ovk, New York, to house our headquarters and natibroadcast studio. We use certain
space as office, studio and display space; andsegartions for satellite transmission equipmeng. o lease office or studio space in
Lawrenceville, New Jersey; Farmington Hills, Michig Peekskill, New York; Nashville, Tennessee; MaimpTennessee; Los Angeles,
California; and Houston, Texas. The aggregate drrenafor these properties was approximately $8,880 for the year ended December
2005.

We own property that we use for technical angineering facilities in New Jersey. We alsaéeproperties in Panama and Ecuador that
we use as earth stations to command and contrcdatelites.

Item 3. Legal Proceedings

In September 2001, a purported class atdiwsuit, entitledSternbeck v. Sirius Satellite Radio, In2:01-CV-295, was filed against us
and certain of our current and former executivécefs in the United States District Court for thistbiict of Vermont. Subsequently, additio
purported class action lawsuits were filed. Thet®as were consolidated in a single purportedsctation, entitledn re: Sirius Satellite
Radio Securities Litigatio, No. 01-CV-10863, pending in the United StategrizisCourt for the Southern District of New Yorkhis action
was brought on behalf of all persons who acquitedcommon stock on the open market between Febd&rg2000 and April 2, 2001. The
complaint alleged violations of Sections 10(b) 20¢a) of the Securities Exchange Act of 1934 ankk RQb-5 promulgated thereunder. The
complaint alleged, among other things, that theddnts issued materially false and misleadingmstants and press releases concerning
when our service would be commercially availablieioh caused the market price of our common stodietartificially inflated.

In January 2006, we and certain of our aurasd former executive officers who are also dééerts agreed in principle to settle this
action for $8 million in cash. Our insurer will fdithe entire amount of the settlement payment. Wead anticipate incurring any additional
significant expenses in connection with this acto we will not seek recovery of any unreimbursed
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defense costs previously incurred and paid by his dgreement in principle is subject to completiba definitive settlement agreement and
approval by the United States District Court fae 8outhern District of New York.

On February 28, 2006, CBS Radio Inc. comradreclawsuit in New York State Supreme Court adgailosvard Stern, Stern's production
company, Stern's agent and us. The suit allegasm@uother things, that Stern breached his formereagent with CBS Radio by reason of
certain statements he made during the course shioi& broadcast by CBS Radio. The complaint furtiieges that we are liable for unjust
enrichment, unfair competition, aiding and abetfiegd and tortiously interfering with the agreerneetween CBS Radio and Stern. The
complaint seeks damages in an unspecified amountddhot believe that the allegations regardinip tise complaint have merit, and we
intend to defend this suit vigorously.

In the ordinary course of business, we atefandant in various lawsuits and arbitration paatings, including actions filed by former
employees, parties to contracts or leases and svafigatents, trademarks, copyrights or otherletalal property. None of these actions are,
in our opinion, likely to have a material adverffe@ on our business or financial results.

Item 4. Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of sgchiolders during the fourth quarter of 2005.
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PART Il
Item 5. Market For Registrant’s Common Equity, Related Sktmlder Matters and Issuer Purchases of Equity Seities

Our common stock is traded on the NasdaipNalt Market under the symbol “SIRI.” The followirtigble sets forth the high and low
closing bid price for our common stock, as repoligdNasdaq, for the periods indicated below:

High Low

Year ended December 31, 20C

First Quarte! $ 3.82 $ 2.65

Second Quarte 4.0z 2.94

Third Quartel 3.2 2.0

Fourth Quarte 9.01 3.14
Year ended December 31, 20C

First Quarte! $ 7.6¢ $ b5.1E

Second Quarte 6.5¢ 4.67

Third Quartel 7.3¢ 6.3¢

Fourth Quarte 7.87 5.8¢

On March 8, 2006, the closing bid price of common stock on the Nasdaq National Market wlagper share. On March 8, 2006,
there were approximately 900,000 beneficial holdérsur common stock. We have never paid cash ehdd on our common stock. We
currently intend to retain earnings, if any, foeuis our business and do not anticipate payingcasi dividends in the foreseeable future.

Item 6. Selected Financial Data

Our selected financial data set forth belath respect to the consolidated statements ofatjoers for the years ended December 31,
2005, 2004 and 2003, and with respect to the calzed balance sheets at December 31, 2005 and &@0derived from our consolidated
financial statements audited by Ernst & Young Lltfelependent registered public accounting firm,udeld in Item 8 of this report. Our
selected financial data set forth below with respethe consolidated statement of operationsteryear ended December 31, 2002, and with
respect to the consolidated balance sheet at Dexediib 2002 are derived from our consolidated fingrstatements audited by Ernst &
Young LLP, which are not included in this reportirGelected financial data set forth below withpees to the consolidated statement of
operations for the year ended December 31, 20@ilwith respect to the consolidated balance sheeeaember 31, 2001, are derived from
our consolidated financial statements audited hurAndersen LLP, which are not included in tlépart. This selected financial data
should be read in conjunction with the Consoliddtedhncial Statements and related notes theretoded in Item 8 of this report and
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations.”
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For the Years Ended December 31,

2005 2004 2003 2002 2001

(In thousands, except per share amounts)
Statements of Operations Data

Total revenue $ 24224 $ 6685 $ 12,87 $ 80t $ —
Loss from operation (829,14() (678,309 (437,53() (313,12) (168,45¢)
Net loss® (862,99) (712,167 (226,219 (422,48) (235,76
Net loss applicable to common stockholc

@ (862,99) (712,167 (314,42)) (468,46¢) (277,919
Net loss per share applicable to comr

stockholders (basic and dilute $ (0.65) $ (0.57) $ (03 $ (6.19 $ (5.30
Weighted average common shares

outstanding (basic and dilute 1,325,73! 1,238,58! 827,18t 76,39« 52,42’
Balance Sheet Data
Cash and cash equivale $ 762,00 $ 753,89 $ 520,97¢ $ 1837t $ 4,72¢
Restricted investmen 107,61 97,32: 8,741 7,20( 21,99¢
Marketable securitie 117,25( 5,27 28,90¢ 155,32 304,21
Working capital® 404,48: 541,52¢ 497,66 151,28¢ 275,73.
Total asset 2,085,36: 1,957,61. 1,617,31°  1,340,94¢  1,527,60!
Long-term debt, net of current portic 1,084,43 656,27- 194,80¢ 670,35 639,99(
Accrued interest, net of current porti — — — 46,91/ 17,20:
Preferred stoc — — — 531,15: 485,16¢
Accumulated defici (2,728,85) (1,865,85) (1,153,69) (927,479 (504,999
Stockholder’ equity©) 324,96 1,000,63. 1,325,19: 36,84¢ 322,64¢

(1) Netloss and net loss applicable to common stoddrslfor the year ended December 31, 2003 inclotiegr income of $256,538 rela
to our debt restructurini

(2) The calculation of working capital includes curreottions of long-term debt and accrued interesttdin portions of longerm debt an
accrued interest, which would have been classégdurrent absent our restructuring in March 20@8e classified as long-term as of
December 31, 2002, as they were exchanged forsbawur common stock in March 20(

(3) No cash dividends were declared or paid in anhefieriods presente
Item 7. Management's Discussion and Analysis of Financiab@dition and Results of Operations

This Annual Report on Form 10-K contains forwardkimg statements within the meaning of the fedezalrities laws. Actual results
and the timing of events could differ materiallgrir those projected in forward-looking statements ua number of factors, including those
described under “ltem 1A—Risk Factors” and elsevehierthis Annual Report. See “Special Note Regaydiarward-Looking Statements.”

(All dollar amounts referenced in this Item 7 anethiousands, unless otherwise stated)
Executive Summary
Overview:

We are a satellite radio provider in thetgdiStates. We currently broadcast 133 channgisogframming to listeners across the country.
We offer 69 channels of 100% commercial-free masid feature 64 channels of sports, news, talkywmenent, traffic, weather and data
content for a monthly subscription fee of $12.95.

We transmit our satellite broadcasts throoghproprietary satellite radio system, which eutly consists of three orbital satellites, 140
terrestrial repeaters that receive and retransanisignal, a satellite uplink facility and our siosl Subscribers receive our service through
SIRIUS
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radios, which are sold by automakers, consumetrelgcs retailers and mobile audio dealers andudjincour website. Subscribers can also
receive our music channels and certain other chsiower the Internet. Our music channels are alsilable to DISH satellite television
subscribers and certain of our music channels féeeed to Sprint subscribers over multi-media hatsls

SIRIUS radios are primarily distributed thgh retailers and automakers. SIRIUS radios cgmubehased at major retailers, including
Best Buy, Circuit City, Crutchfield, Costco, Targétal-Mart and through RadioShack on an exclusagid On December 31, 2005, SIRIUS
radios were available at over 25,000 retail locetioNe have exclusive agreements with DaimlerChryslord, Mitsubishi, BMW and Rolls-
Royce to offer SIRIUS radios as factory or deafhstalled equipment. We also have relationships Wiisan, Infiniti, Toyota, Lexus, Scion,
Volkswagen, Audi and Subaru to offer SIRIUS radissactory or dealer-installed equipment. As of&wgber 31, 2005, SIRIUS radios were
available as a factory-installed option in 89 vé&himodels and as a dealer-installed option in Ificle models. SIRIUS radios are also
offered to renters of Hertz vehicles at 55 airpocations nationwide.

In 2005, SIRIUS Canada Inc., a Canadianaratpn owned by us, Canadian Broadcasting Corjworaind Standard Broadcasting
Corporation, received a license from the Canadiadidtelevision and Telecommunications Commisstoaffer a satellite radio service in
Canada. In December 2005, SIRIUS Canada launchedes@ Canada with 100 channels of commerciat-frausic and news, sports, talk
and entertainment programming, including 10 chamo&Canadian content.

Our primary source of revenue is subscnpfaes, with most of our customers subscribinglRI3S on either an annual or a monthly
basis. We offer discounts for pre-paid and longatesubscriptions as well as discounts for multiplesriptions. Currently we receive an
average of approximately nine months of prepaigémee per subscriber upon activation. We also deevenue from activation fees, the sale
of advertising on our non-music channels and thectlsale of SIRIUS radios and accessories.

In certain cases, automakers include a siphien to our radio service in the sale or leageepof vehicles. The length of these prepaid
subscriptions varies, but is typically six montbshe year. In many cases, we receive subscripagments from automakers in advance of
the activation of our service. We also reimburséous automakers for certain costs associated SI1US radios installed in their vehicles.

Costs associated with acquiring subscribers arergliy incurred and expensed in advance of acquaisubscriber and are recognize
subscriber acquisition costs. A large percentagruofinnual gross subscriber additions are acquiréte fourth quarter in connection with
holiday sales. As a result, our subscriber acqorsitosts per gross subscriber addition, a keyadjpey metric for our business, is generally
higher in the first three quarters of our fiscahlyand declines in the fourth quarter as we expeedigher activation rates.

In 2005 we achieved significant financiatlayperational milestones, including:

« satellite radio market share parity in the rethdmnel—retail market share of 54% for the full-yaad 60% for
the fourth quarter, according to the NPD Grc

* rapid acceleration in OEM subscriber additic
» extended lon-term exclusive agreements with DaimlerChryslerdraord BMW;
* material reduction in subscriber acquisition cdSt&C) per gross subscriber additic

* new programming agreements with Martha Stewarth&utt Simmons, the NBA, Adam Curry’s Podcast Show
and NASCAR,;

* introduction of the SIRIUS S50, the satellite rasidustry's first wearable device with MP3/WMA capabiliti¢
» enhanced financial position and liquidity through5®0,000 debt offering of our®/8 % Senior Notes due 201

» redeemed our outstanding 15% Senior Secured Disddates due 2007 and our 32 % Senior Secured Notes
due 2009; an

* launched SIRIUS music on the Sprint wireless nektwan industry first
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On January 9, 2006, Howard Stern movedaddsrshow to SIRIUS from terrestrial radio as pditwo channels programmed by Howard
Stern and us.

Subscribers:

As of December 31, 2005, we had 3,316,588aibers compared with 1,143,258 subscribers &eoémber 31, 2004. Our subscriber
totals include subscribers under our regular pgigitans, as well as subscribers currently in préonai periods; subscribers that have preg
including payments received from automakers fopaie subscriptions included in the sale or leagsef a new vehicle; and active SIRIUS
radios under our agreement with Hertz.

The following table contains a breakdowrof subscribers:

As of December 31,

2005 2004 2003
Retail 2,465,36: 911,25! 215,22
OEM 823,69: 203,46 21,82
Hertz 27,50 28,53¢ 24,01
Total subscriber 3,316,561 1,143,25: 261,06:

We expect an increasing proportion of olosstibers will be generated through our relatiopshvith automakers, or OEMs. We believe
our ability to attract and retain subscribers delsen large part on creating and sustaining distidm channels for SIRIUS radios and on the
quality and entertainment value of our programmifvg. expect to concentrate our future efforts ora@cing and refining our programming,
whether through additional agreements with thindips or our own creative efforts; introducing SUS radios with new features and
functions; and expanding the distribution of SIRIta8ios through arrangements with automakers anodigin additional retail points-of-sale.

Metrics:

We use various key metrics to monitor owgraging performance including average monthly chamerage monthly revenue per
subscriber, or ARPU, SAC per gross subscriber mafdénd adjusted loss from operatiofi$e following table represents the results of our
metrics for the past three fiscal years:

For the Years Ended December 31,

2005 2004 2003
Gross subscriber additiol 2,519,30. 986,55¢ 255,79¢
Average monthly chur®®) 1.5% 1.€% 1.5%
ARPU @)6) $ 10.3¢ $ 10.1¢ $ 9.4¢
SAC per gross subscriber additi®(® $ 13¢ $ 177 $ 29z
Customer service and billing expenses per avenalggcsbel®®©  § 2.1C $ 3.5€ $ 6.84
Total revenue $ 242,24 $ 66,85« $ 12,87
Adjusted loss from operatiol®)®) $ (567,50 $(456,209) $(330,09/)
Net cash used in operating activit $ (273,74() $(334,46)) $(284,48)

(1) Average monthly churn represents the average afdh&ber of deactivated subscribers divided by ayecuarterly subscribers.

(2) ARPU is derived from total earned subscriber reeeand net advertising revenue divided by the dadighted average number of
subscribers for the perio

(3) SAC per gross subscriber addition is derived frotaltsubscriber acquisition costs and margins fileendirect sale of SIRIUS radios and
accessories divided by the number of gross sulescaitiditions for the period. Figures are roundeitiéonearest whole dollz

(4) Customer service and billing expenses per avenalgecsiber is derived from total customer service kifling expenses divided by the
daily weighted average number of subscribers pertm

(5) Adjusted loss from operations represents the lmsa bperations before depreciation and equity gdiu third parties and employees.
believe adjusted loss from operations is a use&itimbecause it represents operating expensesdinglthe effects of non-cash items. A
reconciliation of our reported loss from operatitm®ur adjusted loss from operations is set fbetow:
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For the Years Ended
December 31,

2005 2004 2003
Loss from operations, as repor $ (829,14 $ (678,309 $ (437,530
Depreciatior 98,55¢ 95,37( 95,35:
Equity granted to third parties and employ 163,07¢ 126,72! 12,08:
Adjusted loss from operatiol $ (567,50) $ (456,209 $  (330,09)

(6) Average monthly churn, ARPU, SAC per gross subscrdadition, customer service and billing expemsrsaverage subscriber and
adjusted loss from operations are not measurdsaridial performance under U.S. generally acceptedunting principles and are used
by us as a measure of operating performance. Asudty these metrics may be susceptible to vargéhgulations; may not be comparable
to other similarly titled measures of other companand should not be considered in isolation @ sigbstitute for measures of financial
performance prepared in accordance with U.S. gyperecepted accounting principle

Revenue and Expenses:
The following revenue and operating experagegories reflect the drivers of our business:
Total Revenue
Subscriber Revenu8ubscriber revenue includes subscription feesyatain fees and the effect of mail-in rebates.

Advertising Revenud@dvertising revenue includes the sale of adverjigin our non-music channels, net of agency feesnégfees are
based on a stated percentage per the advertisiagragnts applied to gross billing revenue for alwestising inventory.

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

Operating Expenses

Satellite and TransmissioBatellite and transmission expenses consist of @ssociated with the operation and maintenanoerof
satellite telemetry, tracking and control systesnrdstrial repeater network, satellite uplink fitgihnd broadcast studios and in-orbit satellite
insurance.

Programming and ContenProgramming and content expenses include costjuira, create and produce contentaomtalent costs ar
broadcast royalties. We have entered into variguseaments with third parties for music and non-mpsogramming. These agreements
require us to pay license fees, share advertigngnue, purchase advertising on media propertieedwr controlled by the licensor and pay
certain other guaranteed amounts. Purchased &ingris recorded as a sales and marketing exparke period the advertising is broadc

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

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

Sales and Marketingales and marketing expenses include advertisirdjarand production costs and distribution costiedtising,
media and production costs primarily include praoml events, sponsorships, media, advertisingjuartion and market research.
Distribution costs primarily include the costs e$iduals, market development funds, revenue simar@astore merchandising. Residuals are
monthly fees paid based upon the number of sulessrilising a SIRIUS radio purchased from a retdiiarket development funds are fixed
and variable payments to reimburse retailers adid raanufacturers for the cost of advertising atietoproduct awareness activities.

Subscriber Acquisition CostSubscriber acquisition costs include hardware siigsspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakdis
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include a SIRIUS radio and a prepaid subscriptioautr service in the sale or lease price of a nelmcle; subsidies paid to chip set
manufacturers; and commissions paid to retailetissaiomakers as incentives to purchase, instalhatidate SIRIUS radios. The majority of
subscriber acquisition costs are incurred and esquéin advance of acquiring a subscriber. Subscaibguisition costs do not include
advertising, loyalty payments to distributors aredlérs of SIRIUS radios and revenue share payneaistomakers and retailers of SIRIUS
radios which are included in sales and marketimease. Subscriber acquisition costs also do nbtdecamounts capitalized in connection
with our agreement with Hertz, as we retain owniersficertain SIRIUS radios used by Hertz.

General and Administrativé&seneral and administrative expenses include rashbaoupancy, finance, legal, human resources,
information technology and investor relations c@std bad debt expense.

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

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

Other Income (Expense)

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

Interest Expensédnterest expense includes interest on outstandibg ahd debt conversion costs. Debt conversiors ceptesent the loss
associated with debt exchanged for shares of aunumn stock and are calculated as the differencedsat the fair market value of additiot
shares issued in excess of the fair market valtlesodAmount of shares that would have been issueerwriginal conversion ratios.

Critical Accounting Policies and Estimates

Our consolidated financial statements aep@red in accordance with U.S. generally acceptedusting principles, which require
management to make estimates and assumptiondfietttae reported amounts of assets and liakslgiethe date of the financial statements
and the reported amounts of revenues and expenseg the periods. We have disclosed all signifit@atounting policies in Note 2 to the
consolidated financial statements included in teport. We have identified the following policieghich were discussed with the audit
committee of our board of directors, as criticabto business and understanding our results ofatipes.

Subscriber Revenue Recogniti®&evenue from subscribers consists of subscripges,fincluding revenues associated with prepaid
subscriptions included in the sale or lease pri@erew vehicle; revenue derived from our agreemsaittt Hertz; non-refundable activation
fees; and the effects of mail-in rebates.

We recognize subscription fees as our sefigiprovided to a subscriber. We record deferesdmue for prepaid subscription fees and
amortize these prepayments to revenue ratablytbegierm of the respective subscription plan.

At the time of sale, vehicle owners purchgsir leasing a vehicle with a subscription to senvice typically receive between a six month
and one year prepaid subscription. We receive payfem automakers for these subscriptions in adeai our service being activated.
Such prepayments are recorded to deferred revertliaraortized to revenue ratably over the term
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upon activation. We also reimburse the automalarsdrtain costs associated with the SIRIUS radfitailed in the applicable vehicle at the
time the vehicle is manufactured. The associatgchpats to the automakers are included in subscaibguisition costs. Although we receive
payments from the automakers, they do not reselservice; rather, automakers facilitate the sélguo service to our customers, acting
similar to an agent. We believe this is the appetprcharacterization of our relationship sinceareresponsible for providing service to our
customers including being obligated to the custoifriiere was interruption of service.

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

As required by Emerging Issues Task ForE#TF") No. 01-09, “Accounting for Consideration @iw by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products))”estimate of mail-in rebates that are paid byitesctly to subscribers is recorded as a
reduction to subscriber revenue in the period thissriber activates our service. We estimate tfeestsfof mail-in rebates based on actual
take-rates for rebate incentives offered in prieniqds, adjusted as deemed necessary based onrmegtdake-rate data available at the time.
In subsequent periods, estimates are adjusted mndwassary.

Stock-Based Compensation.accordance with Accounting Principles Board @Qgin*APB”) No. 25, “Accounting for Stock Issued to
Employees,” we use the intrinsic value method t@asoee the compensation costs of stbaked awards granted to employees and memt
our board of directors. Accordingly, we record camgation expense for stock-based awards grantdpoyees and members of our board
of directors over the vesting period equal to theess of the market price of the underlying comrstmek at the date of grant over the
exercise price of the stock-based award. The Bitrimalue of restricted stock units as of the aditgrant is amortized to expense over the
vesting period. These charges are recorded as par@nt of equity granted to third parties and erygds in our accompanying consolidated
statements of operations. Effective January 1, 209&ill adopt Statement of Financial Accountingt8tards (“SFAS”) No. 123R “Share-
Based Payment.” SFAS No. 123R requires all shasedpayments to employees to be recognized irirthedial statements based on fair
value.

We account for modifications to stock-baaegrds in accordance with Financial Accounting 8sads Board Interpretation (“FIN”) No.
44, “Accounting for Certain Transactions InvolviStpck Compensation.” FIN No. 44 provides that witenmodification of a stock-based
award occurs, a new measurement date results letteumodification may allow an employee to vestiraward that would have otherwise
been forfeited pursuant to the original terms. Avmeeasurement of potential compensation is measged the date of the modification.
While measurement of the potential compensationade as of that date, the recognition of the cosgi@n expense depends on whethel
employee ultimately retains the stock-based awsatidtherwise would have been forfeited under tis@rd’'s original vesting terms. We have
granted stock-based awards which vest on a spelcfewith acceleration to earlier time periodpagormance targets for fiscal periods are
met. The performance targets are established dgyrarad may be modified by our board of directors.tAese targets are established or
modified new measurement dates result. We recogigense resulting from a new measurement dateifosiigh employees voluntarily
resign or are terminated for cause and exercide siock-based awards during the period of the acated vest date through the original vest
date. Under these conditions, employees are detnimehefit from the accelerated vest date. Stochpsmsation expense associated with
stock options for the year ended December 31, 2@f8ded a charge of $479 for an employee thatdessned to have benefited from the
modification of a stock-based award resulting imeav measurement date. No additional expense wikkbegnized for employees deemed to
benefit from accelerated vest dates as modificattorstock-based awards effective January 1, 2006&vaccounted for in accordance with
SFAS No. 123R.
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In accordance with FIN No. 44, we record pemsation charges or benefits related to repritmk ©ptions based on the market value of
our common stock until the repriced stock optioresexercised, forfeited or expire.

We account for stock-based awards grantedteemployees, other than non-employee membearyardioard of directors, at fair value in
accordance with SFAS No. 123, “Accounting for StBdsed Compensation.” The fair value of equityrinstents granted to non-employees
is measured in accordance with EITF No. 96-18, ‘tArting for Equity Instruments That are Issued thed Than Employees for Acquiring,
or in Conjunction with Selling, Goods or Service§tie final measurement date of equity instrumeritis performance criteria is the date that
each performance commitment for such equity inséminis satisfied. These charges are recorded asipanent of equity granted to third
parties and employees in our accompanying congetidstatements of operations.

The measure of fair value most often empdayeder SFAS No. 123 is the Black-Scholes optidnation model (“Black-Scholes”).
Black-Scholes was developed to estimate the faiketaalue of traded options, which have no vestexirictions and are fully transferable.
Option valuation models require the input of highlibjective assumptions, including the expecteckspoice volatility. Because our stock-
based awards have characteristics significantfgmint from those of traded options and becausega®in the subjective assumptions can
materially affect the fair market value estimale éxisting option valuation models do not necdlgsarovide a reliable single measure of the
fair value of our stock-based awards. Fair valuemieined using Black-Scholes varies based on assomspused for the expected life,
expected stock price volatility and risk-free imtstrrates. During 2005, we continued to refineatf®umptions used in estimating fair value in
response to changing market conditions and thamesiof additional accounting guidance, includif@\S No. 123R. Our assumptions may
change in future periods. For the year ended Deeefih 2005, a change in volatility of 10% would/&aesulted in aproximately a 2%
change in expense for stock-based awards grantaddgarties.

Subscriber Acquisition CostSubscriber acquisition costs include hardware sligspaid to radio manufacturers, distributors and
automakers, including subsidies paid to automakésinclude a SIRIUS radio and a prepaid subsarniptd our service in the sale or lease
price of a new vehicle; subsidies paid to chipnsahufacturers; and commissions paid to retailedsaatomakers as incentives to purchase,
install and activate SIRIUS radios. The majoritysabscriber acquisition costs are incurred in adeai acquiring a subscriber. Subscriber
acquisition costs do not include advertising, lbyaayments to distributors and dealers of SIRIB@as and revenue share payments to
automakers and retailers of SIRIUS radios whichimekided in sales and marketing expense. Subsaizpiisition costs also do not include
amounts capitalized in connection with our agreegmath Hertz, as we retain ownership of certain BIR radios used by Hertz.

Subsidies paid to radio manufacturers atdnaakers are expensed upon shipment or installaiommissions paid to retailers and
automakers are expensed either upon activatioaler$ the SIRIUS radio. Chip sets that are shigpa@dio manufacturers and held on
consignment are recorded as inventory and expeassedbscriber acquisition costs when placed iridymtion by radio manufacturers. Cc
for chip sets not held on consignment are expeasesibscriber acquisition costs when the chipasetshipped to radio manufacturers.

Long-Lived AssetdVe carry our long-lived assets at cost less accatedidepreciation. In accordance with SFAS No. 14dc¢ounting
for the Impairment or Disposal of Long-Lived Asseétse review our long-lived assets for impairmeritemever events or changes in
circumstances indicate that the carrying amouminohisset is not recoverable. At the time an impaitrm value of a long-lived asset is
identified, the impairment will be measured asaheunt by which the carrying amount of a long-lieessget exceeds its fair value. To
determine fair value, we would employ an expectedgnt value technique, which utilizes multiplehcisw scenarios that reflect the range
of possible outcomes and an appropriate discotet ra

Useful Life of Satellite Syste@ur satellite system includes the costs of oullgateonstruction, launch vehicles, launch inswen
capitalized interest, spare satellite, terrestrial
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repeater network and satellite uplink facility.docordance with SFAS No. 144, we monitor our s&slfor impairment whenever events or
changes in circumstances indicate that the cargingunt of the asset is not recoverable. The eggadeful lives of our irbit satellites at
15 years from the date they were placed into ovidé.are depreciating our three in-orbit satelldesr their respective remaining useful lives
beginning February 2002 or, in the case of ourespatellite, from the date it was delivered to gbstorage in April 2002. Our spare sate
is expected to operate effectively for 15 yearsftbe date of launch.

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

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

We test our FCC license for impairment at leasuafiy unless indicators of impairment exist. We as#irect approach in performing «
annual impairment test for this asset which reguagtimates of future cash flows and other factbthese estimates or projections change in
the future, we may be required to record an impairncharge related to this asset. We began usinditbct approach in 2005. Prior to 2005,
we used the residual method in estimating theviaine of our FCC license. Use of the direct appnaadn accordance with a September 29,
2004 Staff Announcement from the staff of the Sitieisrand Exchange Commission, “Use of the Resitlethod to Value Acquired Assets
Other Than Goodwill.” Under either the direct methay the residual method, if the fair value of boense was less than the aggregated
carrying amount of the license, an impairment wddge been recognized.

Income TaxedNe account for income taxes in accordance with SRAS109, “Accounting for Income Taxe<Jur operating losses he
generated significant state and federal tax netatipg losses, or NOL carryforwards. We are requicerecord a valuation allowance against
the deferred tax asset associated with these N@yfoewards if it is “more likely than notthat we will not be able to utilize it to offsettiuwe
taxes. Due to our history of unprofitable operadiand our expected future losses, we have recerdatiiation allowance equal to 100% of
these deferred tax assets. We could be profitattles future at levels which would cause managemeeconclude that it is more likely than
not that we will realize all or a portion of thed®L carryforwards. Upon reaching such a conclusiemwould record the estimated net
realizable value of the deferred tax asset attiimet and would then provide for income taxes ata equal to our combined federal and state
effective tax rates. Subsequent revisions to tlimated net realizable value of the deferred taetsould cause our provision for income
taxes to vary significantly from period to peri@dthough our cash tax payments would remain untfleantil the benefit of these NOL
carryforwards is utilized.

Results of Operation
Year Ended December 31, 2005 Compared with YeardehbDecember 31, 2004
Total Revenue

Subscriber Revenu8ubscriber revenue increased $160,734 to $223@1hd year ended December 31, 2005 from $62,88théoyear
ended December 31, 2004. The increase was attoleutathe growth of subscribers to our serviceoABecember 31, 2005, we had
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3,316,560 subscribers compared with 1,143,258 sibless at December 31, 2004, an increase of 2,023%8bscribers.
The following table contains a breakdowroof subscriber revenue:

For the Years Ended
December 31,

2005 2004 Variance
Subscription fee $ 233,63! $ 65,20: $ 168,43:
Activation fees 6,79( 2,10z 4. 68¢
Effects of makin rebates (16,810 (4,422) (12,38¢)
Total subscriber revent $ 223,61} $ 62,88: $ 160,73:

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

Advertising Revenudédvertising revenue increased $5,225 to $6,131Heryear ended December 31, 2005 from $906 foy¢he ended
December 31, 2004. The increase was a result imicagase in rates per spot, more spots due to ndwnare attractive programming and
increased advertiser interest as we continue id buand awareness.

We expect advertising revenue to grow assabscribers increase and we continue to improardawareness and content, including the
impact from the launch of The Howard Stern Showictvibegan in January 2006

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

For the Years Ended
December 31,

2005 2004

Average monthly subscriber revenue per subscribtare effects of Hertz

subscribers and m-in rebates $ 10.7¢ $ 10.9]
Effects of Hertz subscribe 0.04 (0.19)
Effects of makin rebates (0.7¢) (0.70
Average monthly subscriber revenue per subsc 10.0¢ 10.02
Average monthly net advertising revenue per subsc 0.2¢ 0.1<
ARPU $ 10.3¢ $ 10.1¢

The increase in ARPU to $10.34 for the yavated December 31, 2005 from $10.16 for the yedeadDecember 31, 2004 was primarily
attributable to the improvement in our Hertz progyplan mix and increased advertising revenuegbfig the effects of the timing of the
commencement of revenue recognition for prepaidgaufitions and the impact of mail-in rebates.

Equipment RevenuEquipment revenue increased $9,373 to $12,27 héoyéar ended December 31, 2005 from $2,898 foyahe
ended December 31, 2004. The increase was the ofsatreased sales through our direct to consudistribution channel.

We expect equipment revenue to increasieeriuture as we continue to introduce new prodatsas sales through our direct to
consumer distribution channel grow.

Operating Expenses

Satellite and TransmissioBatellite and transmission expenses decreased1$®) 327,856 for the year ended December 31, 2@0b f
$31,157 for the year ended December 31, 2004. @beedse was primarily attributable to a reductiosatellite insurance costs. Effect



August 2004, we discontinued our in-orbit sateliiteurance. This decision was made after a revigveohealth of our satellite constellation;
the exclusions from coverage contained in the albglinsurance; the costs of the available ins@raged the practices of other satellite
companies as to in-orbit insurance. Such decreaseoffset by increased compensation related costitlitions

33




to headcount. As of December 31, 2005, we had d48dtrial repeaters in operation compared witht&82strial repeaters as of
December 31, 2004.

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

Programming and Contenferogramming and content expenses increased $3® 288,607 for the year ended December 31, 2008 fro
$63,353 for the year ended December 31, 2004. Adrease was primarily attributable to license fessociated with new programming
agreements, compensation related costs for adsitmoheadcount, broadcast royalties as a resthieahcrease in our subscribers and
additional on-air talent costs due to the expansidhe programming lineup.

Our programming and content expenses willdase as we continue to develop and enhance annels. Our agreements with Howard
Stern beginning January 2006, FOX News beginnirguay 2006 and NASCAR beginning February 2007 sighificantly increase our
programming and content expenses. In addition,xpea broadcast royalties to increase as our sillesdrase grows. We regularly evaluate
programming opportunities and may choose to ac@uicedevelop new content or renew current programgragreements in the future at
substantial cost.

Customer Service and BillinGustomer service and billing expenses increase%240 $46,653 for the year ended December 315 200
from $22,341 for the year ended December 31, 2004.increase was primarily due to increased custeewwice representative costs and
telecommunication charges as a result of the expawasd growth of our call centers to accommodatesabscriber base and increased credit
card fees due to the addition of new subscribeustdner service and billing expenses increased If89%pared with an increase in our end
of period subscribers of 190% as of December 3@52@mpared with December 31, 2004. Customer seand billing expenses per aver
subscriber per month declined 41% to $2.10 for 28f&pared with $3.56 for 2004.

We expect our customer care and billing esps to increase and our costs per subscribecteat® on an annual basis as our subscribe
base grows.

Cost of Equipmentost of equipment increased $8,360 to $11,827hmear ended December 31, 2005 from $3,467 foyeheended
December 31, 2004. The increase was primarilybatiable to higher sales through our direct to coresudistribution channel.

We expect cost of equipment to increaséénfiture as we introduce new products and as gaiesgh our direct to consumer
distribution channel grow.

Sales and Marketingales and marketing expenses increased $16,097 @502 for the year ended December 31, 2005 frosd #95
for the year ended December 31, 2004. The incneasgrimarily attributable to higher advertisinggdia and production costs for marketing
campaigns, offset by reductions in costs for thgirexion of certain sponsorships in 2004. In addifidistribution costs increased primarily as
a result of higher costs associated with advegi&in both the holiday season and the rollout af peoducts in the retail distribution channel,
retail residuals and OEM revenue share. Such isesem distribution costs were offset in part bgrdases in certain retail costs associated
with sales efforts for the RadioShack rollout irf20Compensation related costs also increasedessit of additions to headcount to support
our growth.

We expect sales and marketing expenses to incesase continue to build brand awareness througbradtadvertising and promotion
activities and expand the distribution of SIRIU8ics. Beginning in 2007, our agreement with NASCOAIR increase our sponsorship costs
included in sales and marketing expense.

Subscriber Acquisition CostSubscriber acquisition costs increased $175,9334@,641 for the year ended December 31, 2005 from
$173,702 for the year ended December 31, 200h@aase
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of 101%. Over the same period, gross subscribédtiaasiincreased 155% from 986,556 for the yearedrdecember 31, 2004 to 2,519,301
for the year ended December 31, 2005. The incrieamgbscriber acquisition costs was attributablsulosidies for higher shipments of
SIRIUS radios and chip sets to accommodate thethrofwour subscriber base and increases in comonissiesulting from the increase in
gross subscriber additions, offset by reductiorsvierage subsidy rates as we continued to redunafatduring and chip set costs.

Subscriber acquisition costs per gross siiEtaddition were $139 and $177 for the yearsdrdecember 31, 2005 and 2004,
respectively. The decline was primarily attributatd the reduction in average subsidy rates asowénuied to reduce manufacturing and chip
set costs.

We expect total subscriber acquisition ctsigcrease in the future as our gross subsceatiditions increase and we continue to offer
subsidies, commissions and other incentives toieegqubscribers. However, we anticipate that, peragross subscriber addition basis, the
costs of certain subsidized components of SIRIUBEwiIll continue to decrease in the future as ufiacturers experience economies of
scale in production and we secure additional mantufars of these components. If competitive foreggiire us to increase hardware
subsidies or promotions, subscriber acquisitioriscpsr gross subscriber addition could increase . sQoscriber acquisition costs per gross
subscriber addition are generally higher in thet finree quarters of our fiscal year and declindénfourth quarter as we experience higher
activation rates.

General and Administrativé&seneral and administrative expenses increased @ %508$59,831 for the year ended December 31, 2005
from $44,028 for the year ended December 31, 2004.increase was primarily a result of additioredspnnel-related costs and rent and
occupancy costs to support the growth of our bssired bad debt expense.

We expect our general and administrativeeagps to increase in future periods for persoreiated costs and facility costs to support
growth.

Engineering, Design and Developmeangineering, design and development expenses senlehl 4,225 to $44,745 for the year ended
December 31, 2005 from $30,520 for the year endstkBber 31, 2004. The increase was primarily atalile to additional personnel-
related costs to support research and developrffertise costs associated with OEM tooling and mantifring upgrades to support factory
installations of SIRIUS radios and development£ést our next generation of radios. These increasse offset by decreases in chip set
development costs.

We expect our engineering, design and dewedmt expenses to increase in future periods asnakiers continue their efforts to
incorporate SIRIUS radios across a broader rangieeirf vehicles and as we develop future generstidrchip sets and new products and
services.

Equity Granted to Third Parties and Employeegquity granted to third parties and employees espdor warrants increased $25,649 to
$100,349 for the year ended December 31, 2005 04700 for the year ended December 31, 2004.imbisase was primarily attributable
to warrants granted to certain distribution pagrfer achieving production and other milestonesnduihe year partially offset by changes in
the estimated fair value of such awards comparéu tvé prior year.

Equity granted to third parties and empleyeepense for stock options, restricted stockriotstl stock units and other stock-based
awards increased $9,137 to $56,877 for the yeazdebecember 31, 2005 from $47,740 for the year@mdEember 31, 2004. The increase
was primarily attributable to expense associatet ghiants of restricted stock and restricted stauks, modifications of existing stock-based
awards, and profit sharing. Such increases weseblffy expense for the accelerated vesting of siptikns upon the satisfaction of
performance targets in 2004 and certain 2004 \gstents for awards granted to consultants.

Equity granted to third parties and empleyeepense for the years ended December 31, 20080@ddalso included $5,852 and $4,285,
respectively, of expense associated with the 150FT8shares of our common stock granted to the iy¥€n signing a seven-year agreement
with the NFL.
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We will adopt SFAS No. 123R using the maatifprospective method. This method requires thaleaegnize compensation expense for
all share-based payments granted on or after Jau2006 and for all awards granted to employe&s o January 1, 2006 that remain
unvested on January 1, 2006. The adoption of SFASLR3R is expected to have a material impact arequity granted to third parties and
employees expense. Future expense associatedguitly granted to third parties and employees idingent upon a number of factors,
including the amount of stock-based awards grarbedprice of our common stock, valuation assunmgti@esting provisions and the timing
as to when certain performance criteria are met,cauld materially change.

In January 2006, Howard Stern and his agrené granted an aggregate of 34,375,000 sharas @bonmon stock as a result of certain
performance targets that were satisfied in Jan2@®%. The value of these shares was approxima22§,900 and will be recorded to equity
granted to third parties and employees expendweifirst quarter of 2006.

Other Income (Expense)

Interest and Investment Inconteterest and investment income increased $17,16260878 for the year ended December 31, 2005 fromn
$9,713 for the year ended December 31, 2004. Tdrease was attributable to higher interest ratdglaincrease in our average cash, cash
equivalents and marketable securities balanceresutt of funds raised through offerings of delziusiies.

Interest Expensénterest expense increased $3,975 to $45,361 éoyehr ended December 31, 2005 from $41,386 foyeheended
December 31, 2004. The increase was primarily duetérest expense resulting from the issuancain®& 8 % Senior Notes due 2013 in
August 2005 and a full year of interest impact froom 3%/4 % Convertible Notes due 2011 issued in October 20@4our 2/2%
Convertible Notes due 2009 issued in the first tpraof 2004. This increase was offset by debt cosiva costs recorded in 2004 of $19,592
as a result of the issuance of 56,409,853 sharesrafommon stock in exchange for $69,000 in aggregrincipal amount of our'32 %
Convertible Notes due 2008, including accrued &ggrand a decrease in interest expense resuitingthe redemption of our 15% Senior
Secured Discount Notes due 2007 and ouv' 246 Senior Secured Notes due 2009 in the third quaft2005.

Loss from Redemption of DebBbr the year ended December 31, 2005, a loss federmption of debt of $6,214 was recognized in
connection with the redemption of our 15% Seniauged Discount Notes due 2007 and out/22P Senior Secured Notes due 2009,
including a redemption premium of $5,502 and thieeaoff of unamortized debt issuance costs of $712.

Income (Expense) from AffiliatEor the year ended December 31, 2005, we recor@i®3& for our share of SIRIUS Canada Inc.’s net
loss.

Other IncomeOther income for the year ended December 31, 2G3psimarily related to a legal settlement in awok and a New
York State franchise tax refund.

Income Taxes

Income Tax Expens@/e recorded income tax expense of $2,311 and $4¢Qle years ended December 31, 2005 and 2004,
respectively. This expense represents the recognifi a deferred tax liability related to the diface in accounting for our FCC license,
which is amortized over 15 years for tax purposgsiot amortized for book purposes in accordandle WiS. generally accepted accounting
principles.

Year Ended December 31, 2004 Compared with YeardehDecember 31, 2003
Total Revenue

Subscriber Revenu8ubscriber revenue increased $50,266 to $62,8&hdoyear ended December 31, 2004 from $12,61thé&year
ended December 31, 2003. The increase was
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attributable to the growth of subscribers to ouvise. As of December 31, 2004, we had 1,143,288aibers compared with 261,061
subscribers at December 31, 2003, an increase2p1 88 subscribers.

The following table contains a breakdowroof subscriber revenue:

For the Years Ended
December 31,

2004 2003 Variance
Subscription fee $ 65,20 $ 13,75¢ $ 51,44
Activation fees 2,10z 534 1,56¢
Effects of mak-in rebates (4,427) (1,67¢) (2,749
Total subscriber revent $ 62,88: $ 12,61t $ 50,26¢

Advertising Revenud@dvertising revenue increased $790 to $906 forytrer ended December 31, 2004 from $116 for the geded
December 31, 2003. The increase was a result micagase in the number of spots sold.

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

For the Years Ended
December 31,

2004 2003

Average monthly subscriber revenue per subscriefaré effects of Hertz

subscribers and m-in rebates $ 10.9] $ 12.0Z
Effects of Hertz subscribe (0.19) (1.39)
Effects of mak-in rebates (0.70) (1.25)
Average monthly subscriber revenue per subsc 10.0Z 9.3¢
Average monthly net advertising revenue per subsc 0.14 0.0¢
ARPU $ 10.1¢ $ 9.4¢

The increase in ARPU to $10.16 for the yaradted December 31, 2004 from $9.48 for the yeag@msbcember 31, 2003 was primarily
attributable to a lower effect from mail-in rebatesich resulted from an increase in our averadgpsaiber base and the reduction of our
rebate offer to $30 from $50 per eligible activatian improvement in our Hertz program; and incedasdvertising revenue. These positive

trends were offset in part by the effects of praoml activity, our $6.99 multi-receiver plan, atié popularity of our annual and longer
subscription plans.

Equipment RevenuEgquipment revenue increased $2,837 to $2,898 &ydlar ended December 31, 2004 from $61 for thegrded
December 31, 2003. The increase was attributalleetncreased sales from our direct to consunstrilolition channel.

Operating Expenses

Satellite and TransmissioBatellite and transmission expenses decreasedth 481,157 for the year ended December 31, 2@ f
$32,604 for the year ended December 31, 2003. beedse was primarily attributable to a reductiosatellite insurance costs. In addition,
during 2003, we recorded a loss of $1,028 as dtrefthe write-off of site acquisition costs capitalized in prpariods for terrestrial repeatt
that will not be placed in operation. Such decreagere offset by increased costs associated wihiadal technical lines used primarily to
receive programming from third parties, maintenamioexisting terrestrial repeaters, costs assatiadth the addition of new terrestrial
repeaters and the purchase of our satellite uidicikity. As of December 31, 2004, we had 137 t&tnial repeaters in operation compared
with 133 terrestrial repeaters as of December 8232

Programming and ContenProgramming and content expenses increased $3®)5%3,353 for the year ended December 31, 2004 fro
$29,820 for the year ended December 31, 2003. Adrease was primarily attributable to perso-related costs, consultant costs, lice



fees,
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advertising revenue share and on-air talent castsathe expansion of our programming lineup. W8e ancurred additional broadcast
royalties as a result of the increase in our suibscbase.

Customer Service and BillinGustomer service and billing expenses decreas@® &1o $22,341 for the year ended December 31, 2004
from $23,657 for the year ended December 31, 2008.decrease was primarily due to a $14,465 logkedisposal of our prior subscriber
management system in May 2003 as a result of th@ration of our agreement with the provider. Tééxrease was offset by increased
customer service representative costs and creditfeas necessary to support the growth of ourcsilles base and increased operation and
maintenance costs associated with our new billyisesn implemented in 2004. Customer service adiddpiexpenses, excluding the loss on
disposal of our prior subscriber management sysitareased 143% compared with an increase in alioéperiod subscribers of 338% as
December 31, 2004 compared with December 31, ZB03uding the loss on disposal of our prior sulisarimanagement system, customer
service and billing expenses per average subsqgrdramonth declined 48% to $3.56 for 2004 comparitidl $6.84 for 2003.

Cost of EquipmentCost of equipment increased $3,352 to $3,467 ®ydar ended December 31, 2004 from $115 for the ¢reded
December 31, 2003. The increase was attributatiteetincreased sales from our direct to consunsgrilslition channel.

Sales and Marketingales and marketing expenses increased $33,33B#4B5 for the year ended December 31, 2004 frb21 $65
for the year ended December 31, 2003. The incneasea result of higher advertising, media and petida costs primarily due to launch
costs for our SIRIUS NFL Sunday Drive initiativéfset in part by a decline in media spending inedrin connection with the introduction
our Plug & Play radios for the year ended Decen3de2003 and a decline in sponsorship costs. Digian costs also increased primarily as
a result of the expansion of our retail distribat@hannel, including our national rollout in Radi@8k stores. The remaining increase was
primarily attributable to personnel-related costsuipport our continued growth, including the cadtsutsourced specialists for support at
retail stores and automotive dealerships.

Subscriber Acquisition CostSubscriber acquisition costs increased $98,84218 $02 for the year ended December 31, 2004 from
$74,860 for the year ended December 31, 2003,@aase of 132%. Over the same period, gross sbksailditions increased 286% from
255,798 for the year ended December 31, 2003 tgb986or the year ended December 31, 2004. Theaserin subscriber acquisition costs
was attributable to subsidies for higher shipmeftSIRIUS radios and chip sets to accommodate theth of our subscriber base and
commissions resulting from the increase in grogsatiber additions.

Subscriber acquisition costs per gross siiescaddition were $177 and $293 for the yearsdridecember 31, 2004 and 2003,
respectively. The decline was primarily attributatd the reduction in hardware and chip set subsiths and higher activation to sales ratios
in 2004 than in 2003.

General and Administrativéseneral and administrative expenses increased $108844,028 for the year ended December 31, 2@0d
$36,211 for the year ended December 31, 2003. Adrease was primarily a result of additional pensbimelated costs; consulting fees,
including costs incurred in order to comply witke tBarbanes-Oxley Act of 2002; and rent and occypeosts to support the continued
growth of our business. These increases were [haidset by a decrease in legal fees and settlgroests incurred in 2003 associated with
the termination of our agreement with the priorvider of our subscriber management system.

Engineering, Design and Developmdangineering, design and development expenses wseulekb,986 to $30,520 for the year ended
December 31, 2004 from $24,534 for the year endszkBber 31, 2003. The increase was primarily ataifle to additional personnel-
related costs to support research and developrffentiseand costs associated with OEM tooling andufacturing upgrades in preparation
SIRIUS factory installations, offset in part by uegd chip set development costs.
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Equity Granted to Third Parties and Employeequity granted to third parties and employees espdor warrants increased $74,255 to
$74,700 for the year ended December 31, 2004 fr&45 $or the year ended December 31, 2003. Theasereas primarily attributable to
expense associated with vesting events for wargaatsted pursuant to various distribution and pgogning agreements and media assets
provided to us under the NFL agreement. The remgiimcrease in expense associated with warranthéoyear ended December 31, 2004
was accrued based on certain third parties’ pedoca toward achieving milestones.

Equity granted to third parties and emplsyerpense for stock options, restricted stockriogstl stock units and other stock-based
awards increased $36,102 to $47,740 for the yededeBecember 31, 2004 from $11,638 for the yeae@mecember 31, 2003. The incre
was primarily attributable to expense associatdl westing events for awards granted to consultémésissuance of stock-based awards to
employees and members of our board of directorgghwihcluded a combination of stock options witlersise prices below fair market value
at the date of grant and restricted stock unitd;@mmon stock granted to employee benefit plafshi® expense, $5,706 resulted from the
accelerated vesting of stock options upon thefaatisn of performance criteria in 2004. The renragnncrease in expense associated with
stock options, restricted stock, restricted stagiksuand other stockased awards for the year ended December 31, 2884mmarily accrue
based on certain consultants’ performance towanéainig milestones.

Equity granted to third parties and empleyeepense for the year ended December 31, 2004nalsded $4,285 of expense associated
with the 15,173,070 shares of our common stocktgdhto the NFL upon signing a seven-year agreemightthe NFL.

Other Income (Expense)

Debt Restructuringr-or the year ended December 31, 2003, we recordethaf $256,538 in connection with the restrucigiiof our
long-term debt. This gain represents the differdreteveen the carrying value of our 15% Senior Sstiiscount Notes due 2007, %4 %
Senior Secured Notes due 2009, Lehman and Loralltans, including accrued interest, and the fairkat value of the common stock
issued in exchange therefor, adjusted for unaneattidebt issuance costs and direct costs assowidtethe restructuring. This gain is net c
loss on our 8/4% Convertible Subordinated Notes due 2009 exchaimgiek restructuring. The loss represents thedifice between the
fair market value of the common stock issued inekehange and the fair market value of the comnbmcksvhich would have been issued
under the original conversion ratio, including aeat interest, adjusted for unamortized debt issiansts and direct costs associated with the
restructuring.

Interest and Investment Inconteterest and investment income increased $4,438 {013 for the year ended December 31, 2004 from
$5,287 for the year ended December 31, 2003. Tdrease was primarily attributable to the increaseur average cash and cash equivalents
balance resulting from funds raised through offgsiof our common stock and debt securities.

Interest Expensénterest expense decreased $9,124 to $41,386dqrmeidir ended December 31, 2004 from $50,510 foyehe ended
December 31, 2003. The decrease was a result oédlietion in our outstanding debt and the exchargiebt for our common stock in
connection with our 2003 restructuring, offset bigiional interest expense in 2004 associated aith2/ 2% Convertible Notes due 2009
and 3¥ 4% Convertible Notes due 2011. Interest expenseded debt conversion costs of $19,592 and $1943%é years ended
December 31, 2004 and 2003, respectively. Debtamsion costs for 2004 were a result of the issuah&®,409,853 shares of our common
stock in exchange for $69,000 in aggregate prin@pwunt of our 3/2% Convertible Notes due 2008, including accruedragt. Debt
conversion costs for 2003 were a result of theaissa of 54,805,993 shares of our common stockchange for $65,000 in aggregate
principal amount of our & 2% Convertible Notes due 2008, including accrueedrest.

Other IncomeQther income for the year ended December 31, 2G3Ipsimarily related to a legal settlement in awolr and a New
York State franchise tax refund.
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Income Taxes

Income Tax Expens@/e recorded income tax expense of $4,201 for tiae geded December 31, 2004. This expense reprakents
recognition of a deferred tax liability relatedthe difference in accounting for our FCC licenshijcl is amortized over 15 years for tax
purposes but not amortized for book purposes inrdence with U.S. generally accepted accountincjpies.

Liquidity and Capital Resources

Cash Flows for the Year Ended December 31, 2005 @arad with Year Ended
December 31, 200

As of December 31, 2005, we had $762,007 in cadlcash equivalents compared with $753,891 as ofmber 31, 2004, an increast
$8,116. The increase was a result of net cashgedudy financing activities of $453,931, offsetrist cash used in operating and investing
activities of $273,740 and $172,075, respectively.

Net Cash Used in Operating Activiti@e following table contains a breakdown of ourloes adjusted for non-cash items and our
changes in operating assets and liabilities:

For the Years Ended
December 31,

2005 2004 Variance
Net loss adjusted for n-cash items
Net loss $ (862,99) $ (712,16) $ (150,83
Depreciatior 98,55¢ 95,37( 3,18¢
Non-cash interest expen 3,16¢ 21,91: (18,749
Provision for doubtful accoun 4,311 1,64¢ 2,66:
Non-cash income (expense) from affilic 3,19: — 3,19:
Non-cash loss from redemption of de 712 — 712
Loss on disposal of asst 1,02¢ 7C 95¢
Equity granted to third parties and employ 163,07¢ 126,72! 36,35
Deferred income taxe 2,311 4,201 (1,890
Total net loss adjusted for n-cash item: (586,64.) (462,23¢) (124,409
Changes in operating assets and liabilit

Marketable securitie 16 (292) 30¢
Accounts receivabl (28,44() (7,689 (20,75¢)
Inventory (6,329) (1,850 (4,479
Prepaid expenses and other current a: (29,129 (5,63¢) (23,499
Other lon¢-term asset 6,47¢ (44,567 51,03¢
Accounts payable and accrued expel 145,05: 108,51: 36,54:
Accrued interes 17,81 4,68¢ 13,12«
Deferred revenu 210,94 78,54 132,40t
Other lon-term liabilities (3,505 (3,949 43¢
Total changes in operating assets and liabil 312,90: 127,77: 185,12¢

Net cash used in operating activit $ (273,74) $ (334,46) $ 60,72¢

Net cash used in operating activities desgd&60,723 to $273,740 for the year ended Dece8ihe&005 from $334,463 for the year
ended December 31, 2004. Such decrease was abibubd a $185,128 increase from changes in opgrasisets and liabilities, offset by an
increase of $124,405 in the net loss adjusteddarcash items, from $462,236 for the year endeceBer 31, 2004 to $586,641 for the year
ended December 31, 2005.

The net inflow of cash from changes in opiegaassets and liabilities was primarily attritltato the $132,406 change in deferred
revenue for subscribers electing annual and ottegrgid subscription programs. We currently receivaverage of approximately ni



months of
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prepaid revenue per subscriber upon activation.rfebénflow of cash was also attributable to th&,$39 change in other long-term assets
primarily for payments made in 2004 for future segg pursuant to certain programming agreementsten$i36,541 change in accounts
payable and accrued expenses to support the gadwatlr business. These net inflows of cash wergetth part by the ($20,756) change in
accounts receivable and the ($23,493) change pamtexpenses and other current assets as aoéguttincrease in subscribers and
payments received from automakers for prepaid sigtmmns included in the sale or lease price otw wehicle, respectively.

The increase in the net loss adjusted forgash items was primarily a result of a 101%, Kb#5$939, increase in subscriber acquisition
costs reflecting subsidies for higher shipmentSI&IUS radios and chip sets and increased commisstmsupport a 155% increase in gross
subscriber additions, offset by reductions in agersubsidy rates as we continued to reduce manwifagtand chip set costs. Increases in
other operating expenses were also required toosthe 190% increase in our subscriber base;twth of our operations; and to acquire
content, primarily associated with new programnmaggeements. Such increases were offset by a 256%460,734, increase in subscriber
revenue.

We expect to continue to have net outflofvsash for 2006 to fund the continued growth of operations, offset by cash received from
subscribers on prepaid subscription programs. Hewewur first quarter of positive free cash flowutmbbe reached as early as the fourth
quarter of 2006.

Net Cash Used in Investing Activiti®det cash used in investing activities increased22®to $172,075 for the year ended Decembe
2005 from $92,852 for the year ended December B24.2For the year ended December 31, 2005, we asech$148,900 of auction rate
securities with the proceeds from the offering wf 85/8 % Senior Notes due 2013, of which we sold $31,8%€.also deposited $21,291 in
escrow pursuant to certain partner agreements tidddl cash inflows of $5,085 were a result of theturity of available-for-sale securities.
These decreases in cash and cash equivalents ffgaehy the release of $10,997 of funds as a re$uhe termination of the Ford escrow in
June 2005.

For the year ended December 31, 2004, we dep&k8@d06 in escrow pursuant to certain partner agee¢s. These deposits were off
by cash inflows of $25,000 as a result of the nigtwf available-for-sale securities.

Capital expenditures increased to $49,888 for #a gnded December 31, 2005 from $28,589 for thegreded December 31, 2004. "
increase in capital expenditures was primarilysalteof payments made in the fourth quarter of 2fa@3he construction of a satellite launch
vehicle.

In 2006, we will incur significant capitatgenditures to secure a satellite launch vehicteiaprove our terrestrial repeater network and
broadcast and administrative infrastructure. Thoagétal expenditures will support the resiliencyoaf operations and the growth we are
experiencing as well as support the delivery of nevenue streams in the future through our vidgentatics and navigation offerings.

Net Cash Provided by Financing Activitidet cash provided by financing activities decreak26,296 to $453,931 for the year ended
December 31, 2005 from $660,227 for the year efmmmbmber 31, 2004. We raised net proceeds of $893,02005 through the offering of
$500,000 in aggregate principal amount of o&f &% Senior Notes due 2013. We raised net procee$ilef,438 in 2004 through the
offering of 25,000,000 shares of our common steskilting in net proceeds of $96,025, $230,000 greggate principal amount of ourt34
% Convertible Notes due 2011 resulting in net pedseof $224,813, and $300,000 in aggregate prihaipaunt of our 2/2% Convertible
Notes due 2009 resulting in net proceeds of $298,86: also received proceeds from the exercisgtdms of $18,543 and $26,051 for
years ended December 31, 2005 and 2004, respgctarel proceeds from the exercise of warrants 6f88D for the year ended Decem
31, 2004.

41




Cash Flows for the Year Ended December 31, 2004 @arad with Year Ended
December 31, 200

As of December 31, 2004, we had $753,891 in cadlcash equivalents compared with $520,979 as ofmber 31, 2003, an increast
$232,912. The increase was a result of net cashda by financing activities of $660,227, offsgtiet cash used in operating and investing
activities of $334,463 and $92,852, respectively.

Net Cash Used in Operating Activiti@e following table contains a breakdown of ourlpes adjusted for non-cash items and our
changes in operating assets and liabilities:

For the Years Ended
December 31,

2004 2003 Variance
Net loss adjusted for n-cash items
Net loss $ (712,16) $ (226,21) $ (485,94)
Depreciatior 95,37( 95,35¢ 17
Non-cash interest expen 21,91: 22,70¢ (79€)
Provision for doubtful accoun 1,64¢ 542 1,10¢
Loss on disposal of asst 7C 15,49: (15,427
Non-cash gain associated with debt restructu — (261,27Y 261,27"
Costs associated with debt restructul — 4,731 (4,737)
Equity granted to third parties and employ 126,72! 12,08: 114,64
Deferred income taxe 4,201 — 4,201
Total net loss adjusted for n-cash item: (462,23f) (336,572 (125,667)
Changes in operating assets and liabilit

Marketable securitie (292) (1,189 89z
Accounts receivabl (7,689 (1,860) (5,829
Inventory (1,85() (6,077) 4,227
Prepaid expenses and other current a: (5,63¢) 5,51¢ (11,159
Other lon¢-term asset (44,569 (79) (44,489
Accounts payable and accrued expel 108,51: 21,99¢ 86,51¢
Accrued interes 4,68¢ 12,82: (8,137)
Deferred revenu 78,54 16,70¢ 61,83:
Other lon-term liabilities (3,947 4,24: (8,18¢)
Total changes in operating assets and liabil 127,77: 52,08’ 75,68¢

Net cash used in operating activit $ (334,46) $ (284,48) $ (49,97¢

Net cash used in operating activities inseela$49,976 to $334,463 for the year ended Dece®ih004 from $284,487 for the year
ended December 31, 2003. Such increase was adtleub a $125,662 increase in the net loss adjdstenon-cash items, from $336,574 for
the year ended December 31, 2003 to $462,236 éoyehr ended December 31, 2004, offset by an isereb$75,686 from changes in
operating assets and liabilities.

The increase in the net loss adjusted forgash items was primarily a result of the $132 ilicPease in subscriber acquisition costs and
sales and marketing expenses to support the 338%sise in our subscriber base and the expansiour eétail distribution channel.

The net inflow of cash from changes in operatingetsand liabilities was primarily attributablethe $86,515 change in accounts pay
and accrued expenses to support our operationtharb1,832 change in deferred revenue for sulessriglecting annual and other prepaid
subscription programs. Such net inflows of cashevadfset in part by the ($44,484) change in otbagtterm assets primarily for payments
made for future services pursuant to certain prograng agreements and the ($11,154) change in ptep@ienses and other current assets.
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Net Cash (Used in) Provided by Investing Activitiést cash used in investing activities was $92,8%2tHe year ended December 31,
2004 compared with net cash provided by investutiyities of $105,056 for the year ended Decemlgr2B03. For the year ended Decen
31, 2004, we deposited $89,706 in escrow purswaceitain partner agreements. These deposits feet by cash inflows of $25,000 as a
result of the maturity of available-for-sale setias, which were purchased in the year ended DeeeBiy 2003. For the year ended
December 31, 2003, we received $150,000 in cormeetith the maturity of certain available-for-sakcurities. Capital expenditures
increased to $28,589 for the year ended Decemh&08Y4 from $20,118 for the year ended Decembe2@Q3, primarily as a result of the
implementation of our new subscriber managemertesys

Net Cash Provided by Financing Activitidet cash provided by financing activities decrea&2t 808 to $660,227 for the year ended
December 31, 2004 from $682,035 for the year efsmmber 31, 2003. We raised net proceeds of $88442004 through the offering of
25,000,000 shares of our common stock resultimgetrproceeds of $96,025, $230,000 in aggregateipaghamount of our 3/4%
Convertible Notes due 2011 resulting in net prosesdb224,813, and $300,000 in aggregate prineipadunt of our 2/2% Convertible
Notes due 2009 resulting in net proceeds of $298,b0ring 2003, we sold 371,151,111 shares of comstack in various offering
resulting in net proceeds of $492,659. In additiwe,issued $201,250 in aggregate principal amolotio3'/ 2% Convertible Notes due
2008 resulting in net proceeds of $194,224, andried costs associated with our debt restructuwfrigst, 737. We also received proceeds
from the exercise of options and warrants of $2683d $19,850, respectively, for the year endeceBer 31, 2004.

Financings and Capital Requirements

We have financed our operations through the satlebf and equity securities. Debt and equity tretimas in 2005 and 2004 included
following:

* in August 2005, we sold $500,000 in aggregate grai@amount of our 98 % Senior Notes due 2013 resulting
in net proceeds of $493,0C

¢ in October 2004, we sold 25,000,000 shares of onmagon stock and issued $230,000 in aggregate pahci
amount of our /4% Convertible Notes due 2011 resulting in aggregatgroceeds of $320,8:

« in the first quarter of 2004, we issued $300,008ggregate principal amount of out/2 % Convertible Notes
due 2009 resulting in net proceeds of $293,600a@ issued 21,027,512 shares of our common stwck f
$19,850 in net proceeds in connection with the@serof warrants held by affiliates of The Black&dsroup
L.P.

Future Liquidity and Capital Resource Requirements

Based upon our current plans, we believedbhacash, cash equivalents and marketable seawiill be sufficient to cover our estimated
funding needs through cash flow breakeven, thettiwhich our revenues are sufficient to fund etpe operating expenses, capital
expenditures, working capital requirements, intea@sl principal payments and taxes. We expecttemge positive free cash flow for the
full year 2007, and our first quarter of positived cash flow could be reached as early as théhfouarter of 2006. Our financial projections
are based on assumptions, which we believe arerrabke but contain significant uncertainties.

Our business is in its early stages, andegelarly evaluate our plans and strategy. Theatiations often result in changes to our plans
and strategy, some of which may be material andifsigntly change our cash requirements or caude ashieve cash flow breakeven at a
later date. These changes in our plans or strateyyinclude: the acquisition of unique or compellprogramming; the introduction of new
features or services; significant new or enhangstildution arrangements; investments in infrastnees, such as satellites, equipment or radio
spectrum; and acquisitions of third parties thah @rogramming, distribution, infrastructure, assetsany combination of the foregoing.
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To fund incremental cash requirements, anasket opportunities arise, we may choose to radsktional funds through the sale of
additional debt securities, equity securities oombination of debt and equity securities. The irence of indebtedness would result in
increased fiscal obligations and could contairnrieste covenants. The sale of additional equitg@nvertible debt securities may result in
dilution to our stockholders. These additional sesrof funds may not be available or, if availablay not be available on terms favorable to
us.

2003 Long-Term Stock Incentive Plan

In January 2003, our board of directors aeldphe Sirius Satellite Radio 2003 Long-Term Stientive Plan (the “2003 Plan”), and on
March 4, 2003 our stockholders approved this plamMay 25, 2004, our stockholders approved an amentito the 2003 Plan to include
members of our board of directors as eligible pgréints. Employees, consultants and members di@and of directors are eligible to rece
awards under the 2003 Plan. The 2003 Plan pro¥atdle grant of stock options, restricted sto@stricted stock units and other stock-based
awards that the compensation committee of our bokditectors may deem appropriate.

Vesting and other terms of stock-based asvard set forth in the agreements with the indizislueceiving the awards. Stock-based
awards granted under the 2003 Plan are generdljgcuto a vesting requirement that includes onallasf the following: (1) over time,
generally three to five years from the date of gré?) on a specific date in future periods witlteleration to earlier periods if performance
criteria are satisfied; or (3) as certain perforoeatargets set at the time of grant are achieviedk®ased awards generally expire in ten 'y
from date of grant. Each restricted stock unit tgdrentitles the holder to receive one share otoormon stock upon vesting.

Approximately 109,001,000 stock options aestricted stock units were outstanding as of Démar81, 2005. As of December 31, 2005,
approximately 91,980,000 shares of our common stgerle available for grant under the 2003 Plan. uthe year ended December 31,
2005, 14,460,738 stock options were exercisedetee prices ranging from $0.67 to $5.32 per shraseilting in proceeds to us of $18,817.
The exercise of the remaining outstanding, vespgidios could result in an inflow of cash in futyreriods.

Contractual Cash Commitments

We have entered into various contractshibae resulted in significant cash obligations itufa periods. These cash obligations could
vary in future periods if we change our businessir strategy, which could include significant iidds to our programming, infrastructure
or distribution. The following table summarizes expected cash contractual commitments as of Dege81h 2005:

Thereafter
2006 2007 2008 2009 2010 Total
Long-term debt obligation $ — $ — $ 52,69: $301,740 $ — $ 730,000 $1,084,43
Cash interest paymer 67,94! 65,09¢ 64,17 59,50: 55,60( 148,96: 461,27
Lease obligation 8,47 7,68¢ 7,47(C 7,41¢ 7,19C 26,04¢ 64,28
Satellite and transmissic 35,91 3,46( 3,46( 3,46( 6,467 13,21t 65,97+
Programming and conte 137,66! 106,39: 104,38! 127,70: 130,15: 20,50( 626,79!
Customer service and billir 5,31« 3,13¢ — — — — 8,452
Marketing and distributiol 72,40( 22,46¢ 13,07t 16,75( 18,12¢ 10,75( 153,56¢
Chip set development and product 23,81 3,00¢ — — — — 26,81
Other 6,22( 31¢ 12t — — — 6,66

Total contractual cash commitmer  $357,73¢  $211,56( $245,38: $516,57: $217,53! $ 94947. $2,498,26
Long-Term Debt Obligations.ong-term debt obligations include principal payitseon our outstanding debt.
Cash Interest PaymentSash interest payments include interest due omutstanding debt through maturity.
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Lease Obligations/Ve have entered into operating leases relatedrtoational broadcast studio, office space, teria@stepeaters and
equipment.

Satellite and TransmissiollVe have entered into agreements with third pattiegerate and maintain our off-site satellitertedéry,
tracking and control facilities and certain compuseof our terrestrial repeater network. We hage ahtered into an agreement with a lat
services provider to secure a satellite launch Brogon rocket prior to the end of 2010.

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

Customer Service and Billingve have entered into agreements with third pattigsovide customer service, billing and subscriber
management services.

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

Chip Set Development and Producti¥ve have entered into agreements with third partiekevelop, produce and supply chip sets, a
certain instances to license intellectual propegtsited to such chip sets. Certain of these agretsmequire that we purchase a minimum
guantity of chip sets.

Other.We have entered into an agreement with Canadiaad8esting Corporation and Standard Broadcastingdzation to fund
SIRIUS Canada. We have also entered into varioteeagents with third parties for general operatingppses. Amounts associated with
SIRIUS Canada and these various other agreemeniscnded in the commitments table.

In addition to the contractual cash committaalescribed above, we have entered into agreemétht automakers, radio manufacturers
and others that include per-radio, per-subscribdrper-show payments and revenue share arrangerfiete future costs are dependent
upon many factors including our future subscribemgh and are difficult to anticipate; however,gbecosts may be substantial. We may ¢
into additional programming, distribution, marketiand other agreements that contain similar pronssi

Under the terms of a joint development agreemetit XM Radio, the other holder of a FCC satellitdioalicense, each party is obligat
to fund one half of the development cost for aiedistandard for satellite radios. The costs rdl&iethe joint development agreement are
being expensed as incurred to engineering, desigrdavelopment expense. We are currently unatidetermine the expenditures necessary
to complete this process, but they may be sigmifica

We are required under the terms of certain agretntermrovide letters of credit and deposit moimesscrow, which place restrictions
our cash and cash equivalents. As of December®5 and December 31, 2004, $107,615 and $97,3%1ectvely, were classified as
restricted investments as a result of our reimbuese obligations under these letters of creditesatow arrangements.

As of December 31, 2005, we have not entirtedany off-balance sheet arrangements or traiosec
Recent Accounting Pronouncements

In May 2005, the Financial Accounting StamidaBoard (“FASB”) issued SFAS No. 154Accounting Changes and Error Corrections, a
replacement of APB Opinion No. 20 and FASB Staterien 3,” which changes the requirements for theoaating for and reporting of a
change in accounting principle. SFAS No. 154 appiteall voluntary changes in accounting
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principle. It also applies to changes required laecounting pronouncement in the unusual instdratehe pronouncement does not include
specific transition provisions. SFAS No. 154 reggiretrospective application to prior periods’ finial statements of changes in accounting
principle, unless it is impracticable to determaitiner the period-specific effects or the cumukaffect of the change. SFAS No. 154 defines
retrospective application as the application offeent accounting principle to prior accountingripds as if that principle had always been
used or as the adjustment of previously issuedhéiizh statements to reflect a change in the repgetity. SFAS No. 154 also redefines
restatement as the revising of previously issueahitial statements to reflect the correction oéaar. SFAS No. 154 shall be effective for
accounting changes and corrections of errors nrafisdal years beginning after December 15, 2008 Wl adopt SFAS No. 154 effective
January 1, 2006. We do not believe the adoptiddF#S No. 154 will have a material impact on oursmidated results of operations or
financial position.

In March 2005, the FASB issued FIN No. 4Actounting for Conditional Asset Retirement Obtigas, an interpretation of FASB
Statement No. 143,” which clarifies that the teroriditional asset retirement obligation” as use8HAS No. 143, “Accounting for Asset
Retirement Obligations,” refers to a legal obligatio perform an asset retirement activity in whioh timing and/or method of settlement are
conditional on a future event that may or may rewlithin the control of the entity. The obligatitmperform the asset retirement activity is
unconditional even though uncertainty exists alloetiming and/or method of settlement. Accordingly entity is required to recognize a
liability for the fair value of a conditional assetirement obligation if the fair value of theliity can be reasonably estimated. The fair value
of a liability for the conditional asset retiremarfligation should be recognized when incurred. &stainty about the timing and/or method of
settlement of a conditional asset retirement obbgashould be factored into the measurement ofigtdity when sufficient information
exists. FIN No. 47 also clarifies when an entitywebhave sufficient information to reasonably estienthe fair value of an asset retirement
obligation. FIN No. 47 is effective no later thdretend of fiscal years ending after December 1652®%e adopted FIN No. 47 effective
December 31, 2005. The adoption of FIN No. 47 dithave a material impact on our consolidated tesifloperations or financial position.

In December 2004, the FASB issued SFAS N8, “1 Exchanges of Nonmonetary Assets—an amendment of @@iBion No. 29.”
SFAS No. 153 amends APB No. 29 to eliminate theeption for nonmonetary exchanges of similar progdecissets and replaces it with a
general exception for exchanges of nonmonetantsats® do not have commercial substance. A nontapnexchange has commercial
substance if the future cash flows of the entityexpected to change significantly as a resulh@fetxchange. SFAS No. 153 is effective for
nonmonetary asset exchanges occurring in fiscagebeginning after June 15, 2005. Therefore, meequired to adopt SFAS No. 153
effective January 1, 2006. We do not believe thaptdn of SFAS No. 153 will have a material impantour consolidated results of
operations or financial position.

In December 2004, the FASB issued SFAS 28Rl “Share-Based Payment.” SFAS No. 123R revis@sSINo. 123 and supersedes
APB No. 25, “Accounting for Stock Issued to EmplegéeIn April 2005, the SEC announced SFAS No. 123R wdd effective no later thi
the first fiscal year beginning after June 15, 200% will adopt the provisions of SFAS No. 123Reeffve January 1, 2006.

SFAS No. 123R requires all share-based patgrie employees to be recognized in the finarst&tements based on fair value. We
currently account for share-based payments to grapbusing APB No. 25's intrinsic value method. Wik be required to follow a fair
value approach, such as the Black-Scholes ordatition valuation models, at the date of a staxded award grant. SFAS No. 123R permits
one of two methods of adoption: (1) modified pragpe method or (2) modified retrospective methatk will adopt SFAS No. 123R using
the modified prospective method. This method rexpuihat we recognize compensation expense fohalesbased payments granted on or
after January 1, 2006 and for all awards granteshtployees prior to January 1, 2006 that remairest®d on January 1, 2006. In March
2005, the SEC issued
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Staff Accounting Bulletin (“SAB”) No. 107. SAB Nd.O7 provides guidance related to the valuatiorhafes-based payment arrangements for
public companies, including guidance related toestmsed payment transactions with non-employe@gcted volatility, expected term and
the accounting for income tax effects of share-thams/ment arrangements upon adoption of SFAS N8R12

The adoption of SFAS No. 123R is expectelaee a material impact on our equity granted ita tharties and employees expense
included in our consolidated statements of opematio future periods. The actual impact will dependevels and terms of future shdrasec
payments granted, as well as other variables. Haddepted SFAS No. 123R in prior periods, the impathat standard would have
approximated the impact of SFAS No. 123 as destritbéhe disclosure of pro forma net loss and os$ per share applicable to common
stockholders in Note 2 to our consolidated finalhsiatements.

Item 7A. Quantitative and Qualitative Disclosure About MarkRisks

As of December 31, 2005, we did not havedamywvative financial instruments and we do no¢imt to use derivatives. We do not hold or
issue any frestanding derivatives. We hold investments in matiiet securities, which consist of United Statesegoment notes, certificat
of deposit and auction rate securities. We classifymarketable securities as available-for-sates€ securities are consistent with the
investment objectives contained within our invesihplicy. The basic objectives of our investmeoliqy are the preservation of capital,
maintaining sufficient liquidity to meet operatingguirements and maximizing yield. Despite the ulydey longterm maturity of auction ra
securities, from the investor’s perspective, swatusties are priced and subsequently traded as-&hm investments because of the interest
rate reset feature. Interest rates are reset thranguction process at predetermined periods of 38 days. Failed auctions rarely occur. As
of December 31, 2005, we held approximately $11Fj@%uction rate securities.

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

Item 8. Financial Statements and Supplementary Data
See Index to Consolidated Financial Statéseontained in Item 15 herein.

Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Controls and Procedures

We have performed an evaluation under tipersision and with the participation of our managemincluding Mel Karmazin, our Chief
Executive Officer, and David Frear, our Executiviee/President and Chief Financial Officer, of tlffieeiveness of our disclosure controls
and procedures, as defined in Rule 13a-15(e) uhdeSecurities Exchange Act of 1934. Based onebaluation, our management, including
our Chief Executive Officer and Chief Financial i0#fr, concluded that our disclosure controls amt@dures were effective as of December
31, 2005 to ensure that information required taliselosed by us in the reports filed or submittgdib under the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the SEC’s rules and formsassult of this evaluation, there were
no significant changes in our disclosure controld procedures during the three months ended Deaee3ib@005 that have materially
affected, or are reasonably likely to materiallieat, our internal control over financial reporting
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Managemer's Report on Internal Control over Financial Repog

Our management is responsible for estabiishnd maintaining adequate internal control owerifcial reporting as defined in Rule 13a-
15(f) under the Exchange Act. We have performedwatuation under the supervision and with the pidtion of our management, includ
our Chief Executive Officer and our Chief Finandtfficer, of the effectiveness of our internal aohbver financial reporting. Our
management used the framework in Internal Contrtelgrated Framework issued by the Committee of Sgrimg Organizations to perform
this evaluation. Based on that evaluation, our rgameent, including our Chief Executive Officer anki€f Financial Officer, concluded that
our internal control over financial reporting wdteetive as of December 31, 2005.

Ernst & Young LLP, our independent registiepeiblic accounting firm, who audited the consdkdbfinancial statements included in this
Annual Report on Form 10-K, has issued an attestagport on our managementissessment of the effectiveness of our inteorata over
financial reporting as of December 31, 2005, a amfpwhich is included in this Annual Report on Fot@+K.

PART Il
Item 10. Directors and Executive Officers of the Registrant

Information required by this item for exewgatofficers is set forth under the heading “Ex@aOfficers of the Registrant” in Part I, Item
1, of this report. The other information requirgdtbis Item 10 is included in our definitive progtatement for our 2006 annual meeting of
stockholders to be held on Tuesday, May 23, 20@6saimcorporated herein by reference.

Item 11. Executive Compensation

The information required by this item islirged in our definitive proxy statement for our BGhnual meeting of stockholders to be held
on Tuesday, May 23, 2006, and is incorporated hdrgireference.

Item 12. Security Ownership of Certain Beneficial Owners aihnagement and Related Stockholder Matters

The information required by this item islirged in our definitive proxy statement for our BGhnual meeting of stockholders to be held
on Tuesday, May 23, 2006, and is incorporated hdrgireference.

Item 13. Certain Relationships and Related Transactions

The information required by this item islired in our definitive proxy statement for our BG#hnual meeting of stockholders to be held
on Tuesday, May 23, 2006, and is incorporated hdrgireference.

Item 14. Principal Accountant Fees and Services

The information required by this item islired in our definitive proxy statement for our Ba#hnual meeting of stockholders to be held
on Tuesday, May 23, 2006, and is incorporated hdrgireference.

PART IV
Item 15. Exhibits, Financial Statement Schedules
(a) Financial Statements, Financial StatdérBehedules and Exhibits
(1) Financial Statemer
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See Index to Consolidated Financial Statemagppearing on page F-1.
(2) Financial Statement Schedules

See Index to Consolidated Financial Statemagppearing on page F-1.
(3) Exhibits

See Exhibit Index appearing on pages E-dutin E-3 for a list of exhibits filed or incorpoedtby reference as part of this Annual Report
on Form 10-K.
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Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regyisthas duly caused this report tc

SIGNATURES

signed on its behalf by the undersigned, theredatp authorized on this 13th day of March 2006.

Pursuant to the requirements of the Seesrlixchange Act of 1934, this report has been digptow by the following persons on behalf
of the Registrant and in the capacities and ord#tes indicated.

Signature

SIRIUS SATELLITE RADIO | NC.

By: /s/ D AVID J. FREAR

David J. Frear

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

Title

Date

/s/J OSEPHP. CLAYTON

(Joseph P. Clayton)

/sIM EL K ARMAZIN
(Mel Karmazin)

/s/D AVID J. FREAR
(David J. Frear)

/s/E DWARD W EBER, JR.

(Edward Weber, Jr.)

/s/L EOND. B LACK
(Leon D. Black)

/s/L AWRENCEF. GILBERTI

(Lawrence F. Gilberti)

/s/J AMES P. HOLDEN

(James P. Holden)

/s/W ARRENN. L IEBERFARB

(Warren N. Lieberfarb)

/sIM ICHAEL J. M C G UINESS

(Michael J. McGuiness)

/s/J AMES F. M OONEY

(James F. Mooney

Chairman of the Board of
Directors and Directc

Chief Executive Officer
and Director

(Principal Executive
Officer)

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

Vice President and
Controller (Principal
Accounting Officer)

Director

Director

Director

Director

Director

Director

50

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006

March 13, 2006




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Reports of Independent Registered Public Accourfing F-2
Consolidated Statements of Operations for the yeaded December 31, 2005, 2004 and F-4
Consolidated Balance Sheets as of December 31,&00200< F-5
Consolidated Statements of Stockhol’ Equity for the years ended December 31, 2005, 20@4200: F-6
Consolidated Statements of Cash Flows for the ya&ated December 31, 2005, 2004 and F-8
Notes to Consolidated Financial Statem F-9
Schedule —Schedule of Valuation and Qualifying Accou F-34

F-1




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Siatellite Radio Inc. and Subsidiaries:

We have audited the accompanying consolidaédance sheets of Sirius Satellite Radio Inc. @wosidiaries (the “Company”) as of
December 31, 2005 and 2004, and the related cdasedl statements of operations, stockholders'yeauit cash flows for each of the three
years in the period ended December 31, 2005. Glitsaalso included the financial statement schetistied in the Index at Item 15(a). The
financial statements and schedule are the resplitysiti the Company's management. Our responsgyhii to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance viighstandards of the Public Company Accounting Ogiet8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financi@tements referred to above present fairly, imalterial respects, the consolidated financial
position of the Company as of December 31, 2005284, and the consolidated results of its opanatand its cash flows for each of the
three years in the period ended December 31, 2008riformity with U.S. generally accepted accouppninciples. Also, in our opinion, the
related financial statement schedule, when consitlier relation to the basic financial statemerkgeaas a whole, presents fairly, in all
material respects, the information set forth therei

We have also audited, in accordance withsthrdards of the Public Company Accounting Ovétsgpard (United States), the
effectiveness of the Company's internal contrordwvencial reporting as of December 31, 2005, Hasecriteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Casion and our report dated
March 7, 2006 expressed an unqualified opinionetbier

/ SITERNST& Y OUNGLLP

New York, NY
March 7, 2006




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Siatellite Radio Inc. and Subsidiaries:

We have audited management's assessmdaotiéddn the accompanying Item 9A, that Sirius HegeRadio Inc. and Subsidiaries (the
“Company”) maintained effective internal controlen\financial reporting as of December 31, 2005¢tHam criteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Caaion (the COSO criteria). The
Company's management is responsible for maintaiefifegtive internal control over financial repodiand for its assessment of the
effectiveness of internal control over financighoeting. Our responsibility is to express an opingm management's assessment and an
opinion on the effectiveness of the Company's irgtkecontrol over financial reporting based on cudli

We conducted our audit in accordance withsfandards of the Public Company Accounting OgbhtdBoard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management's assessment, testing ahang the design and operating effectivenessitafrnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinion.

A company's internal control over finangigorting is a process designed to provide readerzesurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttlegenerally accepted accounting
principles. A company's internal control over fic& reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the compangsets that could have a material effect on thenfirz statements.

Because of its inherent limitations, intér@ntrol over financial reporting may not preventdetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management's assessmentitbaompany maintained effective internal contradr financial reporting as of
December 31, 2005, is fairly stated, in all mategapects, based on the COSO criteria. Also, mopinion, the Company maintained, in all
material respects, effective internal control diieancial reporting as of December 31, 2005, basethe COSO criteria

We also have audited, in accordance withstardards of the Public Company Accounting Ovétspard (United States), the
consolidated balance sheets of the Company asadger 31, 2005 and 2004, and the related consadicdatements of operations,
stockholders' equity, and cash flows for each efttitee years in the period ended December 31, @02 Company and our report dated
March 7, 2006 expressed an unqualified opinionetbier

/' SIERNST& Y OUNGLLP

New York, NY
March 7, 2006
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

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

Total revenu
Operating expense

Cost of services (excludes depreciation shown séglgirbelow):
Satellite and transmissic
Programming and conte
Customer service and billir
Cost of equipmer
Sales and marketir
Subscriber acquisition cos
General and administrati\
Engineering, design and developm
Depreciation
Equity granted to third parties and employ®

Total operating expens

Loss from operation
Other income (expense

Debt restructurin

Interest and investment incor
Interest expens

Loss from redemption of de
Income (expense) from affilia
Other income

Total other income (expens

Loss before income tax
Income tax expens

Net loss
Preferred stock dividenc
Preferred stock deemed divider
Net loss applicable to common stockholc

Net loss per share applicable to common stockhslftersic and dilutec

Weighted average common shares outstanding (badidited)

For the Years Ended December 31,

2005 2004 2003
$ 22361 $ 62,880 $ 12,61¢
6,131 90€ 11€
12,27 2,89¢ 61
22¢ 16¢ 80
242,241 66,85: 12,87:
27,85 31,15 32,60¢
98,60 63,35: 29,82(
46,65: 22,34 23,657
11,82; 3,461 11E
170,59: 154,49 121,16t
349,64 173,70: 74,86(
59,83: 44,02¢ 36,21’
44.74¢ 30,52( 24,53¢
98,55t 95,37 95,35:
163,07 126,72! 12,08:
1,071,38! 745,15¢  450,40;
(829,140 (678,30 (437,53
— — 256,53
26,87 9,71: 5,287
(45,36) (41,380 (50,510
(6,21) — —
(6,93¢) — —
89 2,01¢ —
(31,546 (29,657) 211,31
(860,68 (707,96 (226,21
(2,319 (4,20) —
(862,99)  (712,16) (226,21}
— — (8,579
— — (79,639
$ (862,99) $ (712,16) $(314,42)
$ (065 $ (057 $ (0.39
1,325,73'  1,23858 827,18




(1) Allocation of equity granted to third partiescaemployees to other operating expenses:

Satellite and transmission $ 1,94: $ 2,041 $ 50¢
Programming and content 19,46¢ 23,89¢ 1,20¢
Customer service and billing 54¢ 43¢ 13€
Sales and marketing 42,14¢ 48,35: 4,85¢
Subscriber acquisition costs 49,70¢ 33,14¢ —
General and administrative 27,72« 13,87; 4,21(C
Engineering, design and development 21,53¢ 4,967 1,16¢
Total equity granted to third parties and employees $ 163,07¢ $ 126,72! $ 12,08:

See Notes to Consolidated Financial Statements.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share amounts)

ASSETS
Current asset:
Cash and cash equivale
Marketable securitie
Accounts receivable, net of allowance for doubsfttounts of $1,550 and $5
Inventory
Prepaid expense
Restricted investmen
Other current asse

Total current asse
Property and equipment, r
FCC license
Restricted investments, net of current por
Deferred financing fee
Other lon¢-term asset

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expel
Accrued interes
Deferred revenu

Total current liabilities
Long-term debr
Deferred revenue, net of current port
Other lon¢-term liabilities

Total liabilities

Commitments and contingencies (Note
Stockholders' equity
Common stock, $0.001 par value: 2,500,000,000 staarthorized, 1,346,226,85
and 1,276,922,634 shares issued and outstandiecamber 31, 2005 and
2004, respectivel
Additional paic-in capital
Deferred compensatic
Accumulated other comprehensive |
Accumulated defici

Total stockholders' equit

Total liabilities and stockholde’ equity

See Notes to Consolidated Financial Statem:

As of December 31,

2005 2004
$ 762,00 $ 753,89
117,25( 5,27
31,68 7,55¢
14,25 7,927
18,24 12,95¢
25,16 4,70¢
42,83 18,72
1,011,44 811,04(
828,35’ 881,28(
83,65 83,65
82,45( 92,61
16,30 13,14(
63,15 75,88
$2,085,36. $1,957,61
$ 331,95, $ 18244
23 54¢ 5,75¢
251,46 81,30
606,96 269,51
1,084,43 656,27
56,47 15,69
12,51 15,507
1,760,39. 956,98(
1,34¢ 1,277
3,079,160  2,916,19
(26,699 (50,969)
— (24)
(2,728,85)  (1,865,85)
324,96¢  1,000,63:
$2,085,36. $1,957,61
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(In thousands, except share and per share amounts)

Common Stock

Accumulated

Other
Additional Deferred Comprehensive Accumulated
Amount Paid-In Compensatior
Shares Capital Loss Deficit Total
Balances, December 31,

2002 77,454,199 $ 77 $ 96333 $ — $ 91z $ (927,47) $ 36,84¢
Net loss — — — — — (226,214 (226,214
Change in unrealized los:

on available-for-sale

securities — — — — (887) — (887)
Total comprehensive ot $ (227,10)

Issuance of common stoc

to employees and

employee benefit plar 810,81 1 53] — — — 53¢
Compensation in

connection with the

issuance of stock-base

awards — — 98C — — — 98C
Issuance of stock-based

awards — — 58,11( (58,110 — — —
Cancellation of stockase

awards — — (135) 13t — — —
Amortization of deferred

compensatiol — — — 10,56¢ — — 10,56¢
Sale of common stock, ps¢

value $0.001 per share

at $0.92 and $1.04 per

share, net of expens 211,730,37 212 192,64: — — — 192,85:
Exchange of Lehman terr

loan, including accruec

interest 120,988,79 121 85,78 — — — 85,90:
Exchange of Loral term

loan, including accruec

interest 58,964,98 59 41,80¢ — — — 41,86¢
Exchange of 15% Senior

Secured Discount Note

due 2007, including

accrued interes 204,319,91 204 144,86 — — — 145,06°
Exchange of 14/2 %

Senior Secured Notes

due 2009, including

accrued interes 148,301,81 14¢ 105,14¢ — — — 105,29:

Exchange of 8/4 %

Convertible

Subordinated Notes dt

2009, including accrue

interest 12,436,65 13 24,34: — — — 24,35t
Exchange of 9.2% Series

and B Junior

Cumulative Convertible

Preferred Stock,

including accrued

dividends 39,927,79 40 304,80° — — — 304,84

Exchange of 9.2% Series
Junior Cumulative



Convertible Preferred
Stock, including accrue
dividends

Issuance of warrants in
connection with the
exchange of 9.2% Seri
A, B and D Junior
Cumulative Convertible
Preferred Stock, at $0.
and $1.04 per sha

Sale of common stock, p¢
value $0.001 per share
$1.80 per share, net of
expense:

Sale of common stock, p¢
value $0.001 per share
$2.10 per share, net of
expense:

Exercise of warrants, $1.(
per share

Exchange of 3/2 %
Convertible Notes due
2008, including accrue
interest

Preferred stock dividenc

Preferred stock deemed
dividends

Balances, December 31,
2003

Net loss

Change in unrealized los:
on available-for-sale
securities

Total comprehensive ot

37,065,06 37 283,74 —

— — 30,73 —
86,250,00 86 144,81 —
73,170,73 73 149,52° —
11,531,80 12 (12) —
54,805,99 55 82,32t —

— — (8,579 —

— — (79,639 —

1,137,758,94  1,13¢ 252513 (47,417
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— 283,78!

— 30,73

— 144,89°

— 149,60(

— 82,38(
— (8,574)

— (79,639

(1,153,69)  1,325,19.
(712,16) (712,16

— (50)

$ (712,21)

(table continued on next pay




SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY—(Co ntinued)

(In thousands, except share and per share amounts)

(table continued from previous page)

Common Stock

Additional
Amount Paid-In
Shares Capital

Deferred
Compensatior

Accumulated
Other
Comprehensive

Loss

Accumulated

Deficit

Total

Sale of common stock, ps¢

value $0.001 per share

$3.87 per share, net of

expense: 25,000,00 25 96,00(
Issuance of common stoc

to employees and

employee benefit plar 3,942,13. 4 1,624
Issuance of common stoc

to third parties 99,60z — 28C
Compensation in

connection with the

issuance of stock-base

awards — — 87,02¢
Issuance of stock-based

awards — — 33,49¢
Cancellation of stockase(

awards — — (709)
Amortization of deferred

compensatiol — — —
Issuance of equity to the

NFL 15,173,07 15 40,95
Exercise of options, $0.4¢

to $7.61 per shai 17,447,08 18 26,04:
Exchange of 3/2 %

Convertible Notes due

2008, including accrue

interest 56,409,85 56 86,51:
Exercise of warrants, $0.¢

and $1.04 per sha 21,091,94 21 19,82¢

(33,499
70z

29,24

Balances, December 31,

2004 1,276,922,63 1,277 2,916,19
Net loss — — —
Change in unrealized gai

on available-for-sale

securities — — —

Total comprehensive lo:

Issuance of common stoc

to employees and

employee benefit plar 2,773,717 3 3,36¢
Issuance of common stoc

to third parties 38,58( — 48(
Compensation in

connection with the

issuance of stock-base

awards — — 109,11
Issuance of stock-based

awards — — 18,30(
Cancellation of stockase!

awards — — (1,339

(18,300)

1,33¢

(24)

24

96,02¢

1,62¢

28C

87,02¢

29,24
40,967

26,06(

86,56¢

19,85(

(1,865,85()
(862,99

1,000,63:
(862,99)

24

$ (862,97)

3,36¢

48C

109,11.



Amortization of deferred
compensatiol

Exercise of options, $0.6°
to $5.32 per shai

Exchange of 3/2 %
Convertible Notes due
2008, including accrue
interest

Exercise of warrants, $0.!
to $2.392 per shal

Balances, December 31,
2005

_ _ — 41,23¢ — — 41,23¢
14,460,73 14 18,80: — — — 18,81
10,548,54 11 14,28: — — — 14,29
41,482,57 41 (41) — — — —

1,346,226,85 $1,34¢ $3,079,16 $ (26,69 $ — $(2,728,85) $ 324,96

See Notes to Consolidated Financial Statements.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activitie
Net loss

Adjustments to reconcile net loss to net cash usegerating activities

Inventory

Cash flows from investing activitie

Cash flows from financing activitie

Other

For the Years Ended December 31,

2005

2004

2003

$(862,99) $(712,16) $(226,21Y

Depreciatior 98,55¢ 95,37( 95,35:
Nonr-cash interest expen 3,16¢ 21,91: 22,70¢
Provision for doubtful accoun 4,311 1,64¢ 54z
Non-cash income (expense) from affilic 3,192 — —
Nonr-cash loss from redemption of de 712 — —
Loss on disposal of asst 1,02¢ 7C 15,49
Non-cash gain associated with debt restructu — — (261,279
Costs associated with debt restructul — — 4,737
Equity granted to third parties and employ 163,07¢ 126,72! 12,08:
Deferred income taxe 2,311 4,201 —
Changes in operating assets and liabilit
Marketable securitie 16 (292) (1,189
Accounts receivabl (28,44() (7,689) (1,860)
(6,329 (1,850 (6,077)
Prepaid expenses and other current a: (29,129 (5,63¢) 5,51¢
Other lon¢-term asset 6,47¢ (44,567 (79)
Accounts payable and accrued expel 145,05: 108,51: 21,99¢
Accrued interes 17,81 4,68¢ 12,82
Deferred revenu 210,94 78,54 16,70¢
Other lon¢-term liabilities (3,50%) (3,949 4,24:
Net cash used in operating activit (273,74() (334,46 (284,48)
Additions to property and equipme (49,889 (28,589 (20,119
Sale of property and equipme 72 445 —
Purchases of restricted investme (21,29) (89,706 —
Release of restricted investme 10,99° — —
Purchases of availal-for-sale securitie (148,901() — (24,82¢)
Sales of availab-for-sale securitie 31,85( — —
Maturities of availabl-for-sale securitie 5,08¢ 25,00( 150,00(
Net cash (used in) provided by investing activi (172,079 (92,857) 105,05¢
Proceeds from issuance of l--term debt, ne 493,00! 518,41 194,22-
Proceeds from issuance of common stock — 96,02t 492,65¢
Redemption of det (57,609 — —
Costs associated with debt restructul — — (4,737
Proceeds from exercise of stock opti 18,54: 26,05 —
Proceeds from exercise of warra — 19,85( —
(8) (112) (117)
Net cash provided by financing activiti 453,93 660,22 682,03!
8,11¢ 232,91. 502,60«

Net increase in cash and cash equival



Cash and cash equivalents at the beginning ofg 753,89 520,97¢ 18,37t

Cash and cash equivalents at the end of p $ 762,000 $753,89. $520,97¢

See Notes to Consolidated Financial Statements.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollar amounts in thousands, unless otherwise stadl)
1. Business

We are a satellite radio provider in thetddiStates. We currently broadcast 133 channgisogiramming to listeners across the country.
We offer 69 channels of 100% commercial-free masid feature 64 channels of sports, news, talkywmenent, traffic, weather and data
content for a monthly subscription fee of $12.95.

We transmit our satellite broadcasts throoghproprietary satellite radio system, which eutly consists of three orbital satellites, 140
terrestrial repeaters that receive and retransanisignal, a satellite uplink facility and our siosl Subscribers receive our service through
SIRIUS radios, which are sold by automakers, corsiatectronics retailers, mobile audio dealersthnalugh our website. Subscribers can
also receive our music channels and certain ottenreels over the Internet. Our music channelslaceavailable to DISH satellite television
subscribers and certain of our music channelsf&eed to Sprint subscribers over multi-media hatsisAs of December 31, 2005, we had
3,316,560 subscribers.

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

2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financialesteents of Sirius Satellite Radio Inc. and its sdibsies have been prepared in accordance
with U.S. generally accepted accounting principhdsintercompany transactions and accounts haea lsdiminated in consolidation.

Use of Estimates

The preparation of financial statementsanformity with U.S. generally accepted accountiniggiples requires management to make
estimates and assumptions that affect the amoeptsted and related disclosures. Estimates, by tlagire, are based on judgment and
available information. Actual results could diffeom those estimates.

Significant estimates inherent in the pragian of the accompanying consolidated financialeshents include allowances for doubtful
accounts, depreciation, equity granted to thirdipaiand employees, mail-in rebates, certain siliEcacquisition costs and asset retirement
obligations and impairments.

Revenue Recognition

Revenue from subscribers consists of suttsani fees, including revenues associated with gicepubscriptions included in the sale or
lease price of a new vehicle; revenue derived foomagreement with Hertz; non-refundable activatess; and the effects of mail-in rebates.

We recognize subscription fees as our sergiprovided to a subscriber. We record deferesdnue for prepaid subscription fees and
amortize these prepayments to revenue ratablytbedierm of the respective subscription plan.

At the time of sale, vehicle owners purchgsir leasing a vehicle with a subscription to senvice typically receive between a six month
and one year prepaid subscription. We receive
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Dollar amounts in thousands, unless otherwise stadl)

payment from automakers for these subscriptiormslirance of our service being activated. Such prepays are recorded to deferred reve
and amortized ratably over the term upon activatile also reimburse the automakers for certairs@stociated with the SIRIUS radio
installed in the applicable vehicle at the time ¥kaicle is manufactured. The associated paymeriteetautomakers are included in subsc
acquisition costs. Although we receive paymentmftbe automakers, they do not resell our servather, automakers facilitate the sale of
our service to our customers, acting similar tagent. We believe this is the appropriate charaetton of our relationship since we are
responsible for providing service to our customectuding being obligated to the customer if theses interruption of service.

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

As required by Emerging Issues Task For&#T(F") No. 01-09, “Accounting for Consideration @iw by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products)y’estimate of mail-in rebates that are paid byitectly to subscribers is recorded as a
reduction to subscriber revenue in the period thissriber activates our service. We estimate tfeetsfof mail-in rebates based on actual
take-rates for rebate incentives offered in prieniqds, adjusted as deemed necessary based ontdake-rate data available at the time. In
subsequent periods, estimates are adjusted whessaey.

We recognize revenues from the sale of didueg on our non-music channels as the advertisitgoadcast. Agency fees are calculated
based on a stated percentage applied to grosgghiivenue for our advertising inventory and aporeed as a reduction of advertising
revenue. Advertising revenue includes advertisld 81 exchange for goods or services (barter)nde at fair value. Revenue from barter
transactions is recognized when the advertisitigaadcast and goods or services exchanged areedc&oods or services received are
charged to expense when received and/or used.rBamsactions are not significant to our consaéddinancial statements. We pay certain
partners a percentage of advertising revenue. Aidirag revenue is recorded gross of such revenagegtayments in accordance with EITF
No. 9¢-19, “Reporting Revenue Gross as a Principal vekiisas an Agent,” as we are the primary obligghmtransaction. Advertising
revenue share payments are recorded to programanthgontent expense during the period in whictatheertising is broadcast.

Equipment revenue from the direct sale &185 radios and accessories is recognized upom&mip Shipping and handling costs billed
to customers are recorded as revenue. Shippinpamiling costs associated with shipping goods stocners are recorded to cost of
equipment.

Stock-Based Compensation

In accordance with Accounting Principles Bb@pinion (“APB”) No. 25, “Accounting for Stock $sied to Employees,” we use the
intrinsic value method to measure the compensatists of stock-based awards granted to employebmambers of our board of directors.
Accordingly, we record compensation expense farkstmased awards granted to employees and membets bbard of directors over the
vesting period equal to the excess of the markee mf the underlying common stock at the daterahgover the exercise price of the stock-
based award. The intrinsic value of restrictedlstaats as of the date of grant is amortized toeege over the vesting period. These charges
are recorded as a component of equity grantedrtb pharties and employees in our accompanying dafeded statements of operations. We
have adopted the disclosure provisions of StatewfeRinancial Accounting Standards (“SFAS”) No. 14&8ccounting for Stock-Based
Compensation—Transition and Disclosure—An AmendneémMASB Statement No. 123.” Effective January Q& we will adopt SFAS
No. 123R“Share-Based
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Dollar amounts in thousands, unless otherwise stadl)
Payment.” SFAS No. 123R requires all share-basgnhpats to employees to be recognized in the firsdustatements based on fair value.

We account for modifications to stock-baaeards in accordance with Financial Accounting &tads Board Interpretation (“FIN”)
No. 44,“Accounting for Certain Transactions Involving Sta€ompensation.” FIN No. 44 provides that whenriaification of a stock-
based award occurs, a new measurement date resa#tase the modification may allow an employeeesi in an award that would have
otherwise been forfeited pursuant to the origipaiis. A new measurement of potential compensasiomeiasured as of the date of the
modification. While measurement of the potentiahpensation is made as of that date, the recogrofitinee compensation expense depends
on whether the employee ultimately retains thelsttased award that otherwise would have been fedeinder the award’s original vesting
terms. We have granted stock-based awards whidtowes specific date with acceleration to earli@etperiods as performance targets for
fiscal periods are met. The performance targetestablished annually and may be modified by oardbof directors. As these targets are
established or modified, new measurement date#f.ré¢e recognize expense resulting from a new nreasent date only if such employees
voluntarily resign or are terminated for cause erelrcise such stock-based awards during the pefitite accelerated vest date through the
original vest date. Under these conditions, emmeyae deemed to benefit from the acceleratedded¢st Stock compensation expense
associated with stock options for the year endeteBéer 31, 2005 included a charge of $479 for aui@yee that was deemed to have
benefited from the modification of a stock-baseduairesulting in a new measurement date. No adaitiexpense will be recognized for
employees deemed to benefit from accelerated atss dis modifications to stock-based awards efedanuary 1, 2006 will be accounted
for in accordance with SFAS No. 123R.

In accordance with FIN No. 44, we record pemsation charges or benefits related to repritmk ©ptions based on the market value of
our common stock until the repriced stock optioresexercised, forfeited or expire.

We account for stock-based awards grantedmeemployees, other than non-employee membeayardfoard of directors, at fair value in
accordance with SFAS No. 123, “Accounting for StBased Compensation.” The fair value of equityrimstents granted to non-employees
is measured in accordance with EITF No. 96-18, ‘AAatiing for Equity Instruments That are Issued thed Than Employees for Acquiring,
or in Conjunction with Selling, Goods or Servicestie final measurement date of equity instrumeritis performance criteria is the date that
each performance commitment for such equity inséminis satisfied. These charges are recorded asipanent of equity granted to third
parties and employees in our accompanying congetidstatements of operations.

The measure of fair value most often empdayeder SFAS No. 123 is the Black-Scholes optidnataon model (“Black-Scholes”).
Black-Scholes was developed to estimate the faiketaalue of traded options, which have no vestegirictions and are fully transferable.
Option valuation models require the input of highlibjective assumptions, including the expecteckspoice volatility. Because our stock-
based awards have characteristics significantfgift from those of traded options and becausegesain the subjective assumptions can
materially affect the fair market value estimake existing option valuation models do not necélgsarovide a reliable single measure of the
fair value of our stock-based awards. Fair valuermeined using Black-Scholes varies based on agsomspused for the expected life,
expected stock price volatility and risk-free imtgtrrates. During 2005, we continued to refineatf®umptions used in estimating fair value in
response to changing market conditions and thamsiof additional accounting guidance, includif\S No. 123R. Our assumptions may
change in future periods.
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Dollar amounts in thousands, unless otherwise stadl)

Expense for stock-based awards issued teengioyees, other than non-employee members dbaard of directors, was estimated
using Black-Scholes with the following range ofwagtions for each period:

For the Years Ended December 31,

2005 2004 2003
Risk-free interest rat 2.8%4.58% 1.9¢-4.6% 2.8&%
Expected life of stoc-based awar—years 1.00-9.9: 1.00-10.0(¢ 3.37-10.0C
Expected stock price volatilit 56-11€% 56-11€% 11C-11&%
Expected dividend yiel N/A N/A N/A

The following table illustrates the effect et loss applicable to common stockholders amtbse per share applicable to common
stockholders had stock-based compensation to emgdoyeen recorded based on the fair value methdat $AS No. 123:

For the Years Ended December 31,

2005 2004 2003

Net loss applicable to common stockhol—as reportec $(862,99) $(712,167) $(314,42)
Stock-based compensation to employees—includeduityegranted to third

parties and employe! 49,21¢ 35,78¢ 11,45
Stocl-based compensation to employ—pro forma (94,67 (62,49)) (43,199
Net loss applicable to common stockhol—pro forma $(908,45!)) $(738,86s) $(346,16)
Net loss per share applicable to common stockhsi
Basic and dilute—as reportet $ (065 $ (057) $ (0.39
Basic and dilute—pro forma $ (069 $ (060 $ (042

The pro forma stock-based compensation fol@mees was estimated using Black-Scholes withdhewing weighted average
assumptions for each period:

For the Years Ended December 31,

2005 2004 2003
Risk-free interest rat 4.1% 3.85% 2.88%
Expected life of optior—years 5.07 6.2 5.8¢
Expected stock price volatilit 89.41% 109.9©0 117.9%
Expected dividend vyiel N/A N/A N/A

Sports Programming Costs

We record the costs associated with ourtsgwpogramming agreements in accordance with SFASB, “Financial Reporting by
Broadcasters.” Programming costs which are forezifipd number of events are amortized on an elpgrdgvent basis; programming costs
which are for a specified season are amortized tveseason on a straight-line basis. We allotateportion of sports programming costs
which are related to sponsorship and marketingities to sales and marketing expenses on a strliighbasis over the term of the
agreement.

Subscriber Acquisition Costs

Subscriber acquisition costs include hardware sligssipaid to radio manufacturers, distributors amgmakers, including subsidies p



to automakers who include a SIRIUS radio and agicepubscription to our service in the sale ordgaice of a new vehicle; subsidies paid
to chip set manufacturers; and commissions paidttilers and automakers as incentives to purclrastell and activate SIRIUS radios. The
majority of subscriber acquisition costs are inedrin advance of acquiring a subscriber. Subscebaguisition costs do not include
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Dollar amounts in thousands, unless otherwise stadl)

advertising, loyalty payments to distributors aredlérs of SIRIUS radios and revenue share payneistomakers and retailers of SIRIUS
radios which are included in sales and marketimease. Subscriber acquisition costs also do nbtdecamounts capitalized in connection
with our agreement with Hertz, as we retain ownigrsficertain SIRIUS radios used by Hertz.

Subsidies paid to radio manufacturers atdrmaakers are expensed upon shipment or installaiommissions paid to retailers and
automakers are expensed either upon activatioaler$ the SIRIUS radio. Chip sets that are shigpe@ddio manufacturers and held on
consignment are recorded as inventory and expeassedbscriber acquisition costs when placed iridymtion by radio manufacturers. Cc
for chip sets not held on consignment are expeasesibscriber acquisition costs when the chipaetshipped to radio manufacturers.

Research and Development Costs

Research and development costs are expessadurred. Research and development costs foetirs ended December 31, 2005, 2004
and 2003 were $31,865, $21,154 and $18,054, raselyctand are included in engineering, design dewklopment expenses.

Advertising Costs

We record the costs associated with advegtis accordance with Statement of Position (“SYOR8. 93-7, “Reporting on Advertising
Costs.” Media is expensed when aired and advegtiginduction costs are expensed as incurred. Mdewatlopment funds are fixed and
variable payments to reimburse retailers for th&t obadvertising and other product awarenessitiesv Fixed market development funds are
expensed over the periods specified in the appécafreement; variable costs are expensed atntigeatisubscriber is activated.

Net (Loss) Income Per Share

We compute net (loss) income per sharedom@ance with SFAS No. 128, “Earnings Per SharasiBnet (loss) income per share is
based on the weighted average common shares dlitsgjaturing each reporting period. Diluted net glosicome per share adjusts the
weighted average for the potential dilution thatldaoccur if common stock equivalents (convertitiédt, warrants, stock options and
restricted stock units) were exercised or convartericommon stock. Common stock equivalents ofaxgmately 235,000,000, 190,000,000
and 122,000,000 were not considered in the caloulalf diluted net loss per share for the yearedridecember 31, 2005, 2004 and 2003,
respectively, as the effect would have been ahitide.

Comprehensive (Loss) Income

We report comprehensive (loss) income iroadance with SFAS No. 130, “Reporting Comprehensieeme.” SFAS No. 130
established a standard for reporting and displagthgr comprehensive (loss) income and its compsneithin financial statements.
Unrealized gains and losses on available-for-sedarities are the only component of our other cahensive loss. Comprehensive loss for
the years ended December 31, 2005, 2004 and 200$862,973, $712,212 and $227,102, respectively.

Income Taxes

We account for income taxes in accordandke 8+AS No. 109, “Accounting for Income Taxes.” Beéd income taxes are recognized
for the tax consequences related to temporaryrdiffees between the carrying amount of assets abitltles for financial reporting purposes
and the amounts used for tax purposes at eachepelabased on enacted tax laws and statutory
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Dollar amounts in thousands, unless otherwise stadl)

tax rates applicable to the periods in which thHfedinces are expected to affect taxable incomealfAation allowance is established when
necessary based on the weight of available evidéiités considered more likely than not that allsome portion of the deferred tax assets
will not be realized. Income tax expense is the sficurrent income tax plus the change in defeta@dassets and liabilities.

Cash and Cash Equivalents

Cash and cash equivalents consist of castand, money market funds and investments withriginal maturity of three months or less
when purchased. Cash and cash equivalents ard atatEr market value.

Marketable Securities

We account for marketable securities in edaoce with the provisions of SFAS No. 115, “Acctiig for Certain Investments in Debt
and Equity Securities.” Marketable securities ceinsf United States government notes, certificafeteposit and auction rate securities. The
basic objectives of our investment policy are thesprvation of capital, maintaining sufficient lidity to meet operating requirements and
maximizing yield. We classify our marketable setiesi as available-for-sale securities. Availabledale securities are carried at fair market
value. Unrealized gains and losses are includedéamulated other comprehensive income (loss)saparate component of stockholders’
equity in the accompanying consolidated balancetsh®ealized gains and losses, dividends andesttercome, including amortization of
the premium and discount arising at purchase refaded in interest and investment income in tfeapanying consolidated statements of
operations. The specific-identification method $ed to determine the cost of all securities and#sés by which amounts are reclassified
from accumulated comprehensive income (loss) iataiags. While the underlying securities of auctiate securities have contractual
maturities of more than 20 years, the interessratesuch securities reset at intervals of 28 ata885. Therefore, these auction rate securities
are priced and subsequently trade as short-teresiments because of such interest rate resetdeatur

We received proceeds from sales and/or ntiasiof marketable securities of $5,085, $25,000 $150,000 for the years ended
December 31, 2005, 2004 and 2003, respectivelyrelivere no unrealized holding gains or losses orkenable securities as of
December 31, 2005.

Accounts Receivable

Accounts receivable are stated at amourgsSmum customers net of an allowance for doubtfgloaints. We specifically reserve for
customers with known disputes or collectibilityuiss. The remaining reserve recorded in the allowémcdoubtful accounts is our best
estimate of the amount of probable losses in oigtiag accounts receivable based on our actuaévefit experience.

Inventory

Inventory is stated at the lower of costmarket value and consists of chip sets on consighar& finished goods. Cost is determined
using the first-in, first-out method.

Restricted Investments

Restricted investments consist of UnitedeStgovernment notes, certificates of deposit andey market funds. As of December 31,
2005 and 2004, long-term restricted investmentg&wer
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SIRIUS SATELLITE RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Dollar amounts in thousands, unless otherwise stadl)
$82,450 and $92,615, respectively, and short-testricted investments were $25,165 and $4,706ectisply.

As of December 31, 2005 and 2004, long-terstricted investments included certificates ofas#pand money market funds deposited in
escrow for certain partners pursuant to programragrgements and certificates of deposit depogsitedérow to secure our reimbursement
obligations under letters of credit issued for ble@efit of the lessor of our headquarters.

As of December 31, 2005, short-term regddhvestments included certificates of deposibdépd in escrow for a certain partner
pursuant to a programming agreement. As of Dece®ihe2004, short-term restricted investments inetlchonies deposited in escrow to
secure our obligation to reimburse Ford for certaists incurred in connection with the introduct@rSIRIUS radios as a factory option. T
escrow for Ford was terminated in June 2005.

Equity Method Investments

We have a 49.9% economic interest in SIRG#Bada. Our investment in SIRIUS Canada is recanded) the equity method since we
have significant influence, but less than a cohitplvoting interest in the entity. Under this medh our investment in SIRIUS Canada,
originally recorded at cost, is adjusted to recegriur share of net earnings or losses as they oattier than as dividends or other
distributions are received, limited to the extehowr investment in, advances to and commitmenfand SIRIUS Canada. Our share of net
earnings or losses of SIRIUS Canada is record@ttome (expense) from affiliate in our accompanyiogsolidated statements of
operations.

Property and Equipment

Property and equipment is stated at costapdeciated on a straight-line basis over thenaddd useful lives of the related assets, which
range from 2 to 30 years. Our satellite systenefgeciated on a straight-line basis over the résgeemaining useful lives of our satellites
from the date we launched our service in Febru@f22r, in the case of our spare satellite, froendate it was delivered to ground storage in
April 2002. Leasehold improvements and equipmexeucapital leases is depreciated using the striiilghmethod over the lesser of the
lease term or the estimated useful life.

Major additions and improvements are caigiéal, while replacements, repairs and maintengreatedd not improve or extend the life of
the assets are charged to expense. In the pesetsame retired, or otherwise disposed of, thearwd related accumulated depreciation are
removed from the accounts, and any gain or losdisposal is included in our results of operations.

The costs of acquiring, developing and mestioftware are capitalized under SOP No. 98-1¢ctaiting for the Costs of Computer
Software Developed or Obtained for Internal Useé Wdpitalize costs associated with software deeglap obtained for internal use when
the following occur: (1) the preliminary projecage is completed and (2) management has authdtindihg a computer software project
it is probable that the project will be completenti dhe software will be used to perform the funttistended. Capitalized costs include
external direct costs of materials and servicesaored in developing or obtaining internale software. Capitalization of such costs ceas
later than the point at which the project is sulitsédly complete and ready for its intended usest€associated with the development of
software for internal use have been capitalizettiénamounts of $4,146 and $15,372 for the yearsceBetcember 31, 2005 and 2004,
respectively. The total net book value of capitdisoftware costs was $14,943 and $14,248 fore¢hesyended December 31, 2005 and 2004
respectively.
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The estimated useful lives of our propertg aquipment are as follows:

Customer care, billing and conditional acc 3-7 year:
Furniture, fixtures, equipment and otl 2-7 year
Broadcast studio equipme 3-8 year:
Satellite telemetry, tracking and control facilg 3 or 15 yeat
Terrestrial repeater netwo 5 or 15 yeal
Leasehold improvemen 2-15 year
Satellite syster 15 year
Building 30 year

Our satellites have experienced circuitf@$ on their solar arrays. The circuit failures satellites have experienced to date do not limit
the power of our broadcast signal or affect oureniroperations. We continue to monitor these faguwhich we believe have not affected
the expected useful lives of our satellites. Ifrggeor changes in circumstances indicate thatskéillives of our satellites have changed, we
will modify the depreciable life accordingly.

We review our long-lived assets for impaintnehenever events or changes in circumstancesatelthat the carrying amount of an asset
is not recoverable. If an impairment in value dbrg-ived asset is identified, except for our FCC lisemliscussed below, the impairment
be measured in accordance with SFAS No. 144, “Acting for the Impairment or Disposal of Long-Livédsets,” as the amount by which
the carrying amount of a long-lived asset excetdfair value. To determine fair value we would éogpan expected present value technique,
which utilizes multiple cash flow scenarios thdtaet the range of possible outcomes and an apjatepidiscount rate.

FCC License

In October 1997 the FCC granted us a licém&perate a commercial satellite radio servicl@United States. While the FCC license
has a renewable eight-year term, we expect to renhicense as there are no legal, regulatorytraotual, competitive, economic or other
factors that limit its useful life. As a result, weat the FCC license as an indefinite-lived igihlte asset under the provisions of SFAS
No. 142 *Goodwill and Other Intangible Assets.” We re-eatkithe useful life determination for our FCC lisereach reporting period to
determine whether events and circumstances contiinsigpport an indefinite useful life. To date, ave not recorded any amortization
expense related to our FCC license.

We test our FCC license for impairment at leasuafin unless indicators of impairment exist. We agirect approach in performing «
annual impairment test for this asset which reguégtimates of future cash flows and other factbthese estimates or projections change in
the future, we may be required to record an impaiimncharge related to this asset. We began usénditéct approach in 2005. Prior to 2005,
we used the residual method in estimating thevigine of our FCC license. Use of the direct appndadn accordance with a September 29,
2004 Staff Announcement from the staff of the Sitieisrand Exchange Commission, “Use of the Resitlethod to Value Acquired Assets
Other Than Goodwill.” Under either the direct meathay the residual method, if the fair value of boense was less than the aggregated
carrying amount of the license, an impairment wddgle been recognized

Deferred Financing Fees
Costs associated with the issuance of debdeferred and amortized to interest expensetbegierm of the respective debt.
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Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalaot®unts and other receivables, and accounts gagpproximate fair value due to !
short-term nature of these instruments.

We determined the estimated fair valuesunfdebt using available market information and camiy accepted valuation methods.
Considerable judgment is necessary to develop attsrof fair value, and the estimates presentedaneecessarily indicative of the amot
that could be realized upon disposition. The usatefnative valuation methods and/or estimates naag resulted in materially different
estimates from those presented.

Quoted market prices were used to estinetdair market values of our debt as of Decembe8@5 and 2004. The following table
summarizes the book and fair values of our debt:

As of December 31,

2005 2004

Book Value Fair Value Book Value Fair Value
95/8% Senior Notes due 20: $ 500,00 $ 492500 $ — $ —
31/49% Convertible Notes due 20: 230,00( 338,44 230,00( 393,30(
2 /2% Convertible Notes due 20l 300,00 484 87" 300,00( 565,12!
31/2% Convertible Notes due 20l 52,69: 255,69: 67,25( 375,42
83/49% Convertible Subordinated Notes due 2 1,744 907 1,744 907
141/ 2% Senior Secured Notes due 2( — — 28,08( 30,08:
15% Senior Secured Discount Notes due 2 — — 29,20( 31,53¢

Asset Retirement Obligation

In accordance with SFAS No. 143, “AccountiogAsset Retirement Obligations,” we recordedtis@sjual to the present value of the
future obligation associated with the retiremenbwff terrestrial repeater network. These costschvhre included in other long-term
liabilities, include an amount that we estimatd W sufficient to satisfy our obligations undemdes to remove our terrestrial repeater
equipment and restore the sites to their originabdion. The following table reconciles the begimnand ending aggregate carrying amount
of this asset retirement obligation:

Asset
Retirement
Obligation
Balance, December 31, 20 $ 361
Present value of asset retirement obliga 11
Accretion expens 83
Balance, December 31, 20 $ 45k

Reclassifications
Certain amounts in the prior period consaikd financial statements have been reclassifiediform to the current period presentation.
Recent Accounting Pronouncements

In May 2005, the FASB issued SFAS No. 15Actounting Changes and Error Corrections, a rephant of APB Opinion No. 20 and
FASB Statement No.” which changes the requirements for the accountingrid reporting of a change in accounting prircifiFAS



No. 154 applies to all voluntary changes in acciognprinciple. It also applies to changes requlvgan accountin
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pronouncement in the unusual instance that thegororement does not include specific transition jgions. SFAS No. 154 requires
retrospective application to prior periods’ finaaltatements of changes in accounting principiess it is impracticable to determine either
the period-specific effects or the cumulative ffeficthe change. SFAS No. 154 defines retrospeetpmication as the application of a
different accounting principle to prior accountiperiods as if that principle had always been useasdhe adjustment of previously issued
financial statements to reflect a change in thentagg entity. SFAS No. 154 also redefines restatenas the revising of previously issued
financial statements to reflect the correctionmkaror. SFAS No. 154 shall be effective for acdamghchanges and corrections of errors nr

in fiscal years beginning after December 15, 20UB.will adopt SFAS No. 154 effective January 1,208/e do not believe the adoption of
SFAS No. 154 will have a material impact on oursmilated results of operations or financial positi

In March 2005, the FASB issued FIN No. 4&¢€ounting for Conditional Asset Retirement Obligas, an interpretation of FASB
Statement No. 143,” which clarifies that the teroriditional asset retirement obligation” as use8HAS No. 143, “Accounting for Asset
Retirement Obligations,” refers to a legal obligatio perform an asset retirement activity in whieh timing and/or method of settlement are
conditional on a future event that may or may rewlithin the control of the entity. The obligatitmperform the asset retirement activity is
unconditional even though uncertainty exists aloetiming and/or method of settlement. Accordingly entity is required to recognize a
liability for the fair value of a conditional asgetirement obligation if the fair value of theliity can be reasonably estimated. The fair value
of a liability for the conditional asset retiremerligation should be recognized when incurred. &stainty about the timing and/or method of
settlement of a conditional asset retirement olibbgashould be factored into the measurement ofigihdity when sufficient information
exists. FIN No. 47 also clarifies when an entitywebhave sufficient information to reasonably estienthe fair value of an asset retirement
obligation. FIN No. 47 is effective no later thdmetend of fiscal years ending after December 1652%/e adopted FIN No. 47 effective
December 31, 2005. The adoption of FIN No. 47 dithave a material impact on our consolidated tesifloperations or financial position.

In December 2004, the FASB issued SFAS 88, 1Exchanges of Nonmonetary Assets—an amendofei®B Opinion No. 29.”
SFAS No. 153 amends APB No. 29 to eliminate theeption for nonmonetary exchanges of similar progdecissets and replaces it with a
general exception for exchanges of nonmonetarytsats# do not have commercial substance. A nontaonexchange has commercial
substance if the future cash flows of the entityexpected to change significantly as a resulh@fetxchange. SFAS No. 153 is effective for
nonmonetary asset exchanges occurring in fiscabgebeginning after June 15, 2005. Therefore, maequired to adopt SFAS No. 153
effective January 1, 2006. We do not believe thaptdn of SFAS No. 153 will have a material impantour consolidated results of
operations or financial position.

In December 2004, the FASB issued SFAS I28R1 “Share-Based Payment.” SFAS No. 123R revigdsSINo. 123 and supersedes
APB No. 25, “Accounting for Stock Issued to Empleg€ In April 2005, the SEC announced SFAS No. 123R wdid effective no later thi
the first fiscal year beginning after June 15, 200% will adopt the provisions of SFAS No. 123Reeffve January 1, 2006.

SFAS No. 123R requires all share-based patgrie employees to be recognized in the finarst&tements based on fair value. We
currently account for share-based payments to grapbousing APB No. 25'’s intrinsic value method. Wk be required to follow a fair
value approach, such as the Black-Scholes ordatiition valuation models, at the date of a stased award grant. SFAS No. 123R permits
one of two methods of adoption: (1) modified
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prospective method or (2) modified retrospectivehrnd. We will adopt SFAS No. 123R using the modifpFospective method. This method
requires that we recognize compensation expensalfeharebased payments granted on or after January 1, @@d6or all awards granted
employees prior to January 1, 2006 that remain stedeon January 1, 2006. In March 2005, the SE@dStaff Accounting Bulletin

(“SAB”) No. 107. SAB No. 107 provides guidance telhto the valuation of share-based payment arraagts for public companies,
including guidance related to share-based paymansactions with non-employees, expected volatiéigpected term and the accounting for
income tax effects of share-based payment arrangsmeon adoption of SFAS No. 123R.

The adoption of SFAS No. 123R is expectelaee a material impact on our equity granted ital tharties and employees expense
included in our consolidated statements of opematio future periods. The actual impact will dependevels and terms of future shdrasec
payments granted, as well as other variables. Haddepted SFAS No. 123R in prior periods, the impéthat standard would have
approximated the impact of SFAS No. 123 as destrdive in the disclosure of pro forma net lossratdoss per share applicable to
common stockholders.

3. Subscriber Revenue

Subscriber revenue consists of subscrigées, non-refundable activation fees and the effetmail-in rebates. Revenues received from
automakers for prepaid subscriptions included énghle or lease price of a new vehicle are aldaded in subscriber revenue over the
service period upon activation.

Subscriber revenue consists of the following

For the Years Ended
December 31,

2005 2004 2003
Subscription fee $ 233,63! $ 65,20 $ 13,75¢
Activation fees 6,79( 2,10z 534
Effects of makin rebates (16,810 (4,422) (1,67%)
Total subscriber revent $ 223,61! $ 62,388: $ 12,61t

4. Interest Costs
The following is a summary of our interessts:

For the Years Ended December 31,

2005 2004 2003
Interest costs charged to expe $ 45,36 $ 21,79 $ 31,07:
Debt conversion costs charged to expe — 19,59: 19,43¢
Total interest expens $ 45,36 $ 41,38¢ $ 50,51(

Debt conversion costs for the year ended Decenthe2(4 were a result of the exchange of $69,0@G@gregate principal amount of |
3%/2% Convertible Notes due 2008 for shares of our comstock. Debt conversion costs for the year eifisszember 31, 2003 were a
result of the exchange of $65,000 in aggregatecyath amount of our 3/2% Convertible Notes due 2008 for shares of our comsiock.
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5. Supplemental Cash Flow Disclosures

The following represents supplemental césh information:

For the Years Ended
December 31,

2005 2004 2003
Cash paid for intere: $24,387 $14,92( $ 14,99¢
Supplemental nc-cash operating activitie
Common stock issued in satisfaction of accrued emsatior 2,557 91: —
Supplemental nc-cash investing and financing activiti
Common stock issued to the NI — 40,96 —
Common stock issued in exchange fdr 3% Convertible Notes due 20(
including accrued intere 14,29 86,56¢ 82,38(
Common stock issued in exchange for 15% Seniorr8dddiscount Note
due 2007, including accrued inter — — 145,06
Common stock issued in exchange for12% Senior Secured Notes dt
2009, including accrued intere — — 105,29
Common stock issued in exchange for Lehman term, ioaluding
accrued interes — — 85,90:
Common stock issued in exchange for Loral term,laaiuding accrued
interest — — 41,86
Common stock issued in exchange fér 8% Convertible Subordinated
Notes due 2009, including accrued inte — — 24,35¢
Common stock issued in exchange for 9.2% SeriesdABaJunior
Cumulative Convertible Preferred Stock, includingraied dividend — — 304,84
Common stock issued in exchange for 9.2% Seriesnidd Cumulative
Convertible Preferred Stock, including accrueddiwids — — 283,78!
Warrants issued in exchange for 9.2% Series A,Bxdunior Cumulativ
Convertible Preferred Stock, including accrueddbwids — — 30,73:
6. Property and Equipment
Property and equipment consists of the falhg:
As of December 31,
2005 2004
Satellite syster $ 948,57: $ 945,54
Terrestrial repeater netwo 73,07¢ 71,98¢
Leasehold improvemen 28,47¢ 27,71¢
Broadcast studio equipme 32,43" 28,92¢
Customer care, billing and conditional acct 29,53¢ 23,29¢
Satellite telemetry, tracking and control facilit 17,41¢ 16,73:
Furniture, fixtures, equipment and otl 46,33¢ 41,36:
Land 311 311
Building 1,93¢ 1,76:
Construction in progres 27,90 4,69¢
Total property and equipme 1,206,00: 1,162,34.
Accumulated depreciatic (377,64Y (281,06))



Property and equipment, r $ 828,35 $ 881,28(
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Construction in progress consists of thiofaing:

As of December 31,

2005 2004
Satellite systen $ 21,00( $ 1,03:
Terrestrial repeater netwo 2,61¢ 1,98¢
Leasehold improvemen 1,472 554
Other 2,81¢ 1,125
Construction in progres $ 27,907 $ 4,69¢
Satellites

Our satellites were successfully launchedlime 2000, September 2000 and November 2000.gate satellite was delivered to ground
storage in April 2002. Our three-satellite constistin and terrestrial repeater network were plastdservice in February 2002.

In October 2005, we entered into an agreéméh a launch services provider to secure a atéhunch on a Proton rocket prior to the
end of 2010. The launch services contract may bd teslaunch our spare satellite or a new satell@enay decide to purchase in the future.
As of December 31, 2005, we recorded $21,000 tpguty and equipment in our accompanying consoldibt#ance sheet in connection with
this agreement.

Subscriber Management System

In April 2003, we terminated our agreemeithuwhe prior provider of our subscriber managenssstem. As a result of this termination,
we recorded a non-cash charge of $14,465 relatdttavrite-off of the net book value of our subkerimanagement system and $6,846 of
legal fees and settlement costs. Such costs dwelettin customer service and billing expensesgamtral and administrative expenses,
respectively, in the accompanying consolidatedeatant of operations for the year ended Decembe2(B13.

7. Accounts Payable and Accrued Expenses
Our accounts payable and accrued expensssstoof the following:

As of December 31,

2005 2004

Accounts payabl $ 6,82¢ $ 5,52t
Accrued programmin 41,43¢ 12,26:
Accrued advertising 14,94 9,35¢
Accrued compensation and other payroll relatedsc 26,37( 19,86¢
Accrued capital expenditur: 4,54; 6,16¢
Accrued subsidies and distributi 151,31: 83,77¢
Accrued web streaming and broadcast roya 19,19( 14,18:
Other accrued expens 67,33¢ 31,317

Total accounts payable and accrued expe $ 331,95 $ 182,44
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8. Long-Term Debt and Accrued Interest

Our long-term debt consists of the following

95/8% Senior Notes due 20:

31/4% Convertible Notes due 20

21/2% Convertible Notes due 20!

31/2% Convertible Notes due 20!

83/4% Convertible Subordinated Notes due 2
141/2 % Senior Secured Notes due 2(

15% Senior Secured Discount Notes due 2

Total lon¢-term debt

Accrued interest associated with our lonmgatdebt is as follows:

95/8% Senior Notes due 20:

31/4% Convertible Notes due 20:

21/2% Convertible Notes due 20C

31/2% Convertible Notes due 20C

83/4% Convertible Subordinated Notes due 2
141/ 2% Senior Secured Notes due 2(

15% Senior Secured Discount Notes due 2

Total accrued intere:

The maturities of our long-term debt ardéadiews:

2006
2007
2008
2009
2010
Thereaftel

Total debt

As of December 31,

Conversion
Price
(per share) 2005 2004
N/A $ 500,00 $ —
$ 5.3C 230,00( 230,00(
4.41 300,00( 300,00(
1.3¢ 52,69: 67,25(
28.462" 1,74¢ 1,74¢
N/A — 28,08(
N/A — 29,20(
$ 1,084,443 $ 656,27-

As of December 31,

2005 2004

$ 18,88¢ $ —
1,557 1,70¢
2,902 2,902
161 19¢
38 38
— 54¢
— 36E&
$ 23,54¢ $ b5,75¢

As of
December 31, 2005

52,69:

301,74

730,00(

1,084,43



95/8% Senior Notes due 2013

In August 2005, we issued $500,000 in agapeegrincipal amount of our®@s% Senior Notes due 2013 resulting in net proceéds o
$493,005. Our 98 % Senior Notes due 2013 mature on August 1, 20ti3raarest is payable semi-annually on FebruargdLAugust 1 of
each year. The obligations under ol¥' 8% Senior Notes due 2013 are not secured by anyradssets.

In September 2005, we used proceeds frorssis@ance of our & 8% Senior Notes due 2013 to redeem our outstandifg 3enior
Secured Discount Notes due 2007 and ouv'246 Senior Secured Notes due 2009, including acdntecest. We recognized a loss from

redemption of debt of $6,214 in connection witts ttddemption, including a redemption premium 06$3,and the write-off of unamortized
debt issuance costs of $712. The obligations uodel5% Senior
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Secured Discount Notes due 2007 and/%6 Senior Secured Notes due 2009 were securedrisydie certain of our assets which were
released in connection with the redemption of thies

31/4% Convertible Notes due 2011

In October 2004, we issued $230,000 in agageeprincipal amount of our34 % Convertible Notes due 2011 resulting in net peoseo
$224,813. These notes are convertible, at the mptithe holder, into shares of our common stockngttime at a conversion rate of 188.6
shares of common stock for each $1,000.00 prineipadunt, or $5.30 per share of common stock, stijezertain adjustments. Our/34 %
Convertible Notes due 2011 mature on October 151 2(hd interest is payable semi-annually on Agibhd October 15 of each year. The
obligations under our 34 % Convertible Notes due 2011 are not secured byhoyr assets.

21/2% Convertible Notes due 2009

In February 2004, we issued $250,000 in eggpe principal amount of ourt22 % Convertible Notes due 2009 resulting in net pedse
of $244,625. In March 2004, we issued an additi®38,000 in aggregate principal amount of o& 2% Convertible Notes due 2009
pursuant to an option granted in connection withittitial offering of the notes, resulting in nebpeeds of $48,975. These notes are
convertible, at the option of the holder, into &sanf our common stock at any time at a convensisof 226.7574 shares of common stock
for each $1,000.00 principal amount, or $4.41 pare of common stock, subject to certain adjustmeédur 21/ 2% Convertible Notes due
2009 mature on February 15, 2009 and interestyialpa semiannually on February 15 and August 15 of each ydae.obligations under ol
2 /2% Convertible Notes due 2009 are not secured byohoyr assets.

31/2% Convertible Notes due 2008

In May 2003, we issued $201,250 in aggregeteipal amount of our % 2% Convertible Notes due 2008 resulting in net pedseof
$194,224. These notes are convertible, at the mptithe holder, into shares of our common stockngttime at a conversion rate of 724.6
shares of common stock for each $1,000.00 prineipadunt, or $1.38 per share of common stock, stitgezertain adjustments. Ouf2 %
Convertible Notes due 2008 mature on June 1, 2668rderest is payable semi-annually on June 1Dmwkmber 1 of each year. The
obligations under our 3'2% Convertible Notes due 2008 are not secured by#&oyr assets.

During the year ended December 31, 2005ssweed 10,548,545 shares of our common stock inamge for $14,557 in aggregate
principal amount of our 3 2% Convertible Notes due 2008, including accruedrasgt. In January 2004, we issued 56,409,853 shams
common stock in exchange for $69,000 in aggregateipal amount of our 3/2% Convertible Notes due 2008, including accrueerast.
In December 2003, we issued 54,805,993 sharesrafomamon stock in exchange for $65,000 in aggregateipal amount of our 32%
Convertible Notes due 2008, including accrued agerWe incurred debt conversion costs of $19,5@P%1 9,439 for the years ended
December 31, 2004 and 2003, respectively. There werdebt conversion costs recorded for the yededDecember 31, 2005.

83/4% Convertible Subordinated Notes due 2009

In 1999, we issued ou8 % Convertible Subordinated Notes due 2009. The iréngabalance of our & 4% Convertible Subordinate
Notes due 2009 mature on September 29, 2009 as&ttis payable se-annually on March 29 and September 29 of each yémse notes
are convertible, at the option of the holder, isitares of our common stock at any time at a comrerate of
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35.134 shares of common stock for each $1,000i0@ipal amount, or $28.4625 per share of commocksteubject to certain adjustments.
The obligations under our384% Convertible Subordinated Notes due 2009 areemired by any of our assets.

Debt Restructuring

In March 2003, we issued 545,012,162 shafresir common stock in exchange for approximatdl%3f our then outstanding debt. We
recorded a gain of $256,538 in connection withrésgructuring. This gain represents the differdmeveen the carrying value of our 15%
Senior Secured Discount Notes due 2007226 Senior Secured Notes due 2009, Lehman and Lerrallbans, including accrued interest,
and the fair market value of the common stock idsnexchange therefor, adjusted for unamortizédt gsuance costs and direct costs
associated with the restructuring. This gain isafet loss on our & 4% Convertible Subordinated Notes due 2009 exchamgtg:
restructuring. This loss represents the differdoateveen the fair market value of the common steskeéd in the exchange and the fair market
value of the common stock which would have beemeidsinder the original conversion ratio, includaugrued interest, adjusted for
unamortized debt issuance costs and direct costeiased with the restructuring.

9. Stockholders’ Equity
Common Stock, Par Value $0.001 Per Share

We are authorized to issue 2,500,000,006eshaf our common stock as of December 31, 200@mfAecember 31, 2005, approximately
519,823,000 shares of our common stock were reddovdéssuance in connection with outstanding cotibie debt, warrants, incentive stock
plans and common stock to be granted to third gmrtpon satisfaction of performance targets.

During the year ended December 31, 200%,6D4738 stock options were exercised at exercisepranging from $0.67 to $5.32 per
share, resulting in proceeds to us of $18,817h3famount, $18,534 was collected as of Decembe2@®15. During the year ended
December 31, 2004, 17,447,086 stock options wezecesed at exercise prices ranging from $0.49 t6 Bper share, resulting in proceeds to
us of $26,060. Of this amount, $26,051 was coliteteof December 31, 2004 and $9 was collecte005.2

In October 2004, we sold 25,000,000 shafesiocommon stock resulting in net proceeds of,$26.

In January 2004, we signed a seven-yeaeaggnt with the NFL. We delivered to the NFL 15,078, shares of our common stock
valued at $40,967 upon execution of this agreenTdrgse shares of common stock are subject to oertaisfer restrictions which lapse over
time. We recognized $5,852 and $4,285 of experseciged with these shares during the years endedrbber 31, 2005 and 2004,
respectively. Of the remaining $30,830 in commalsivalue, $5,852 and $24,978 are included in atherent assets and other long-term
assets, respectively, on our accompanying condetidaalance sheet as of December 31, 2005.

In November 2003, we sold 73,170,732 shafesir common stock resulting in net proceeds @fe$a00.
In June 2003, we sold 86,250,000 sharesio€emmon stock resulting in net proceeds of $19/4.,8

In March 2003, we sold 24,060,271 sharesuofcommon stock to affiliates of Apollo ManagemédnP. (“Apollo”) for an aggregate of
$25,000; 24,060,271 shares of our common stocKit@mges of The Blackstone Group L.P. (“Blackstdhtor an aggregate of $25,000; and
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163,609,837 shares of our common stock to affgiafeOppenheimerFunds, Inc. for an aggregate 0®80®. We received net proceeds of
$197,112 in connection with these sales.

Preferred Stock

In December 1998, we sold Apollo 1,350,008res of our 9.2% Series A Junior Cumulative CatitMerPreferred Stock, par value
$0.001 per share, for an aggregate purchase [riE358,000. Each share of our 9.2% Series A JWionulative Convertible Preferred Stc
was convertible into a number of shares of our comstock calculated by dividing the $100.00 perstiguidation preference by a
conversion price of $30.00. Dividends on our 9.28fi¢% A Junior Cumulative Convertible Preferredcktewere payable annually in cash or
additional shares of our 9.2% Series A Junior Cativg Convertible Preferred Stock, at our option.

In December 1998, Apollo granted to us atioopto sell to Apollo 650,000 shares of our 9.286i& B Junior Cumulative Convertible
Preferred Stock, par value $0.001 per share, f@gamegate purchase price of $65,000. We exertisgedption on December 23, 1999. The
terms of our 9.2% Series B Junior Cumulative Cotilvier Preferred Stock were similar to those of 812% Series A Junior Cumulative
Convertible Preferred Stock.

In January 2000, we sold Blackstone 2,00@g}ares of our 9.2% Series D Junior Cumulativev€dible Preferred Stock, par value
$0.001 per share, for an aggregate purchase [r#200,000. Each share of our 9.2% Series D JW@imnulative Convertible Preferred Stc
was convertible into a number of shares of our comstock calculated by dividing the $100.00 perstiguidation preference by a
conversion price of $34.00. Dividends on our 9.28fi¢% D Junior Cumulative Convertible PreferredcBtwere payable annually in cash or
additional shares of our 9.2% Series D Junior Catiud Convertible Preferred Stock, at our option.

In March 2003, we issued 39,927,796 shafesiocommon stock to Apollo in exchange for alloafr outstanding 9.2% Series A Junior
Cumulative Convertible Preferred Stock and 9.2%eSeB Junior Cumulative Convertible Preferred Staeid 37,065,069 shares of our
common stock to Blackstone in exchange for alllofautstanding 9.2% Series D Junior Cumulative @otilvle Preferred Stock, including,
each case, accrued dividends.

We recorded a deemed dividend of $79,510 in cororeetith the exchange in March 2003 of all outstagdshares of our preferred st
for shares of our common stock and warrants tolagse our common stock. This deemed dividend reptesiege difference between the fair
market value of the common stock and warrants dsguexchange for all outstanding shares of ou¥®S&ries A Junior Cumulative
Convertible Preferred Stock, 9.2% Series B Juniom@lative Convertible Preferred Stock and 9.2%e%elll Junior Cumulative Convertible
Preferred Stock and the fair market value of thmmon stock which would have been issued undertigaal conversion ratios, adjusted for
unamortized issuance costs and direct costs assoeidth the exchange of the preferred stock.

Warrants

In June 2004, we issued DaimlerChrysler A&rants to purchase up to 21,500,000 shares afaumon stock at an exercise price of
$1.04 per share. These warrants vest based oclilevament of various performance milestones, ol the volume thresholds contained
in our agreement with DaimlerChrysler. These wasaaplaced warrants issued to DaimlerChrysler A@d¢tober 2002.

In February 2004, we announced an agreemiinRadioShack Corporation to distribute, markad aell SIRIUS radios. In connection
with this agreement, we issued RadioShack wartamsrchase up to 10,000,000 shares of our commack.sThese warrants have an
exercise price
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of $5.00 per share and vest and become exercigakédelioShack achieves activation targets durirggfitbe-year term of the agreement.

In January 2004, we signed an agreementRétiske Automotive Group, Inc., United Auto Grolng,, Penske Truck Leasing Co. L.P.
and Penske Corporation (collectively, the “Pensken@anies”). In connection with this agreement, yeead to issue the Penske companies
warrants to purchase up to 38,000,000 shares afa@umon stock at an exercise price of $2.392 paresiiwo million of these warrants
vested upon issuance. The balance of these wakrasit®ver time and upon achievement of certaiestohes by the Penske companies.
During the year ended December 31, 2005, Penskeisad 2,838,700 vested warrants in a series ¢fless exercises. In connection with
these transactions, we issued 1,944,073 sharasg aboamon stock.

In January 2004, we issued the NFL warremfsurchase 50,000,000 shares of our common staak @xercise price of $2.50 per share.
Of these warrants, 16,666,665 vest upon the dgliveus of media assets by the NFL and its memlodscand 33,333,335 of these warrants
will be earned by the NFL or its member clubs asaeguire subscribers which are directly trackabteugh their efforts.

During the year ended December 31, 2004ssweed warrants to purchase 9,425,000 shares aooumon stock at exercise prices of
$3.00 to $3.21 per share to other third partigsaasof distribution and programming arrangemefitese warrants vest over time and upon
achievement of certain milestones. During the yeaded December 31, 2005 and 2004, 230,000 an@@®2afGhese warrants to purchase
shares of our common stock, respectively, wereeidsa consultants as stock options and includexiirstock option activity.

In March 2003, we issued warrants to purelts5416,690 shares of our common stock in exchiomgdl of our outstanding 9.2% Series
A Junior Cumulative Convertible Preferred Stock 82 Series B Junior Cumulative Convertible Pref@iStock held by Apollo. Apollo
exercised all of these warrants prior to their eagdn on March 7, 2005 in a series of cashlesscéseas. In connection with these transacti
we issued 39,538,505 shares of our common stock.

In March 2003, we issued warrants to purel5160,424 shares of our common stock in exchémgdl our outstanding 9.2% Series D
Junior Cumulative Convertible Preferred Stock HsidBlackstone. Blackstone exercised all of theserams prior to their expiration on
September 7, 2004 in a series of transactionsriblatded cashless exercises and exercises for kasbnnection with these transactions, we
issued 32,623,748 shares of our common stock amdvesd $19,850 in proceeds.

Warrants to acquire shares of our commocksteere outstanding as follows (shares in thousands

Number of Warrants
Outstanding as of
December 31,

Average
Exercise
Expiration
Price Date 2005 2004

NFL $ 2.5C March 200—March 201C 50,00( 50,00(
Apollo 0.9¢ March 200% — 45,41
Penske Companie 2.392 July 2009 35,16: 38,00(
DaimlerChryslel 1.04 May 2012 21,50( 21,50(
RadioShacl 5.0C December 201 10,00( 10,00(
Ford 3.0C September 201 4,00( 4,00(
Other distribution and programming partn 3.1¢ January 20C—June 201« 9,13¢ 9,36:
Other 20.3¢ June 200—April 2011 4,53 6,33
Total $ 3.0¢ 134,32° 184,61
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We recognized expense of $100,349 and $04iv6onnection with warrants for the years endeddinber 31, 2005 and 2004,
respectively.

10. Benefit Plans

In January 2003, our board of directors aeldphe Sirius Satellite Radio 2003 Long-Term Stientive Plan (the “2003 Plan”), and on
March 4, 2003 our stockholders approved this plamMay 25, 2004, our stockholders approved an amentito the 2003 Plan to include
members of our board of directors as eligible pgréints. Employees, consultants and members di@and of directors are eligible to rece
awards under the 2003 Plan. The 2003 Plan pro¥atdke grant of stock options, restricted sto@stricted stock units and other stock-based
awards that the compensation committee of our bobdirectors may deem appropriate.

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

As of December 31, 2005, approximately 109,001 8606k options and restricted stock units were aatiing. As of December 31, 20
approximately 91,980,000 shares of our common siaarle available for grant under the 2003 Plan.

Stock Options
The following table summarizes the stockaptctivity under our stock incentive plans (sksarethousands):

For the Years Ended December 31,

2005 2004 2003

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise

Shares Price Shares Price Shares Price
Outstanding at beginning of ye 97,72¢ $ 4.04 64,73. $ 3.2¢ 13,34. $12.1¢
Grantec 5,66¢ 6.17 51,12: 411 53,37¢ 1.17

Exercisec (14,46)) 1.3C (17,44) 1.4¢ — —
Cancelled or expire (1,909 4.6% (681) 3.7¢ (1,989 6.27
Outstanding at end of ye 87,02« 4.61 97,72¢ 4.04 64,73 3.2¢

Weighted average grant date fair value of optior

granted during the peric $ 6.17 $ 4.1z $ 1.4¢
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The following table provides certain informationtwvrespect to stock options outstanding and exanteésat December 31, 2005 (share
thousands):

Stock Options Outstanding Stock Options Exercisable
Weighted Average
Remaining Weighted Weighted

Range of Exercise Contractual Life Average Average
Price per Share Shares (Years) Exercise Price Shares Exercise Price
$0.4+-$1.00 17C 7.4 $ 0.71 137 $ 0.7z
$1.03-%$4.99 71,00 8.2 3.1¢ 31,10 2.4(
$5.0(-$14.99 13,23¢ 7.C 7.1 7,88¢ 7.71
$15.0(-$34.99 2,52¢ 2.2 31.01 2,52¢ 31.01
$35.0(-$54.19 92 4.€ 45.3¢ 92 45.3¢
Total 87,02« 7.6 $ 4.61 41,74 $ 5.2¢4

We recorded additional deferred compensaif@209 and $1,002 during the years ended DeceB81he2005 and 2004, respectively, in
connection with stock options granted. As of Decen®i, 2005 and 2004, we had $2,073 and $7,363¢ctsely, of deferred compensation
in connection with stock options granted to empésybelow fair market value at the date of grantstodk options granted to members of
board of directors. Such deferred compensatioriisgoamortized to expense over the vesting pewslalso record expense for stock opt
granted to consultants based on fair value at éite of grant as determined in accordance with SNASL23. We recognized stock
compensation expense associated with stock opbib$$3,814 and $27,957 for the years ended DeceBhet005 and 2004, respectively.
Stock compensation expense associated with staaknsgfor the year ended December 31, 2005 incladeltarge of $479 for an employee
that was deemed to benefit from the modificatiom stock-based award resulting in a new measuretiadat

Restricted Stock Units and Restricted Stock

The following table summarizes the restdcdock unit activity under our stock incentivergaand provides certain information with
respect to restricted stock units outstanding éshar thousands):

For the Years Ended
December 31,

2005 2004 2003

Outstanding at beginning of ye 22,47¢ 16,95 13¢
Grantec 2,06t 594¢  16,86(
Exercisec (2,206 (409) (13
Cancellec (361) (16) (34)
Outstanding at end of ye 21,97, 22,47¢ 16,95
Weighted average grant date fair value of resttisteck units granted during 1

period $ 611 $ 314 $ 1.6t

The average remaining contractual life &stricted stock units outstanding at December 8Q52vas 4.83 years.

In November 2004, we granted 3,000,000 shefreestricted common stock. Such shares weredsand outstanding as of December 31,
2005. The restrictions applicable to these shagsel in equal installments on November 18 of e&thedfive years beginning on
November 18, 200¢



We recorded additional deferred compensaif@8,091 and $32,497 during the years endedbiee31, 2005 and 2004 respectively,
in connection with restricted stock units grantis .of
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December 31, 2005 and 2004, we had $24,621 anél3espectively, of deferred compensation assatiaith restricted stock and
restricted stock units. Such deferred compensadibeing amortized to expense over the vestingpgeWe recognized stock compensation
expense associated with these restricted stock and shares of restricted stock of $34,398 angB9&6Jor the years ended December 31,
2005 and 2004, respectively. For the year ende@mber 31, 2005, we also recognized stock compemsakipense of $3,361 for restricted
stock units expected to be granted in February 2008ervices performed in 2005. For the year eridecember 31, 2004, we also recogn
stock compensation expense of $2,651 for restristieek units granted in February 2005 for servssormed in 2004.

401(k) Savings Plan

We sponsor the Sirius Satellite Radio 408&yings Plan (the “Plan”) for eligible employe€ke Plan allows eligible employees to
voluntarily contribute from 1% to 50% of their pi@x salary subject to certain defined limits. Cathewe match 50% of employee voluntary
contributions, up to 6% of an employee’s pre-tdargain the form of shares of our common stockr @atching contribution vests at a rate
of 331/3% for each year of employment and is fully vestiidrahree years of employment. Expense resultiogpnfour matching contributic
to the Plan was $926, $718 and $801 for the yeatsdeDecember 31, 2005, 2004 and 2003, respectively

We may also elect to contribute to the prsffiaring portion of the Plan based upon the tmaipensation of all participants eligible to
receive an allocation. These additional contrimgiaeferred to as prof#haring contributions, are determined by the corsgion committe
of our board of directors. Employees are only blgyto share in profit-sharing contributions durangy year in which they are employed on
the last day of the year. Profit sharing contribatexpense was $4,378, $2,518 and $913 for the yeaied December 31, 2005, 2004 and
2003, respectively.

11. Income Taxes
Our income tax expense consisted of theviotg:

For the Years Ended
December 31,

2005 2004 2003
Current taxes
Federa $ — L — $ —
State — — —
Total current taxe $ — $ — $ —
Deferred taxes
Federa $ 1,952 $ 3,66: $ —
State 35¢ 53¢ —
Total deferred taxe $ 2,311 $ 4,201 $ —
Total income tax expen: $ 2,311 $ 4,201 $ —
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The following table indicates the signifitahements contributing to the difference betwdenfederal tax provision (benefit) at the
statutory rate and at our effective rate:

For the Years Ended December 31,

2005 2004 2003
Federal tax benefit, at statutory r. $ (301,240 $ (247,780 $ (79,179
State income tax benefit, net of federal ber (55,419 (36,459 (11,649
Change in state tax rat (23,650 — —
Change in taxes resulting from permanent differenoet (24,169 (15,62)) 8,94«
Other — (2,237) —
Change in valuation allowan: 406,77 306,31( 81,87¢
Income tax expens $ 2,311 $ 4201 $ —

The tax effects of temporary differences tiige rise to significant portions of the defertad assets and deferred tax liabilities are
presented below:

As of December 31,

2005 2004
Deferred tax asset
Net operating loss carryforwar $ 1,148,36. $ 823,72
Stocl-based award 90,98" 45,56(
Star-up costs capitalized for tax purpo: 25,63t 48,83:
Capitalized interest expen 53,97¢ 66,53(
Other 51,86( 10,39¢
Total deferred tax ass 1,370,82 995,04«
Deferred tax liabilities
Depreciation of property and equipm (223,23) (254,44
Amortization of FCC licens (8,955 (6,43¢)
Total deferred tax liabilit (232,19)) (260,88
Net deferred tax assets before valuation allow: 1,138,62 734,16:
Valuation allowanct (1,147,37) (740,599
Net deferred tax liability $ (8,749 % (6,43¢)

The net deferred tax liability of $8,749 #€J438 at December 31, 2005 and 2004, respectigedyresult of the difference in accounting
for our FCC license, which is amortized over 15rgdar tax purposes but not amortized for book pegs. This net deferred tax liability
cannot be offset against our deferred tax asselsruh.S. generally accepted accounting principlesesit relates to an indefinite-lived asset
and is not anticipated to reverse in the same gerio

A significant portion of our costs incurreddate have been capitalized for tax purposesesudt of our status as a start-up enterprise.
Total unamortized start-up costs as of Decembe2@0d5 and 2004 were $64,551 and $124,8d€pectively. These capitalized costs are t
amortized over 60 months. The total deferred taetscludes $57,065, which, if realized, would afféct financial statement income but
would be recorded directly to stockholc’ equity.



At December 31, 2005, we had net operatisg (“NOL") carryforwards of approximately $2,7780for federal and state income tax
purposes available to offset future taxable incoifse NOL carryforwards expire on various dategrimeng in 2008. We have had several
ownership changes under Section 382 of the Inté&eaenue Code, which may limit our ability to w#itax deductions. Furthermore, future
changes in our ownership may limit our ability tdize our deferred tax asset. Realization of ogfiedred tax assets is dependent upon future
earnings; accordingly, a full valuation allowancaswecorded against the assets.
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12. Lease Obligations

We have entered into cancelable and nonetable operating leases for office space, equipraedterrestrial repeaters. These leases
provide for minimum lease payments, additional afirg expense charges, have initial terms rangiog Pne to fifteen years, and certain
leases have options to renew. Total rent expemsgnézed in connection with leases for the yeadedrDecember 31, 2005, 2004 and 2003
was $14,958, $13,567 and $12,275, respectively.

Future minimum lease payments under nonadahte leases as of December 31, 2005 were asvillo

Operating

2006 $ 8,472
2007 7,68¢
2008 7,47(
2009 7,41¢
2010 7,19(
Thereatfte! 26,04¢

Total minimum lease paymer $ 64,28

13. Commitments and Contingencies
Contractual Cash Commitments

We have entered into various contracts, Wwhive resulted in significant cash obligationfuinre periods. The following table
summarizes our expected contractual cash commignasndf December 31, 2005:

Thereafter
2006 2007 2008 2009 2010 Total
Satellite and transmissic $3591: $§ 346( $ 346( $ 3,46( $ 6,467 $13,21! $ 65,97
Programming and conte 137,66¢ 106,39: 104,38* 127,70. 130,15: 20,50( 626,79!
Customer service and billir 5,31¢ 3,13¢ — — — — 8,45:
Marketing and distributio 72,40( 22,46¢ 13,07¢ 16,75( 18,12¢ 10,75( 153,56t
Chip set development and product 23,81 3,00( — — — — 26,81
Other 6,22( 31¢ 12& — — — 6,66¢
Total contractual cash
commitments $281,32: $138,77' $121,04! $147,91: $154,74. $44,46¢ $888,26:¢

Satellite and TransmissioklVe have entered into an agreement with a provitlsatellite services to operate our off-site saeell
telemetry, tracking and control facilities and aeartcomponents of our terrestrial repeater netwafi.have also entered into an agreement
with a launch services provider to secure a staddiunch on a Proton rocket prior to the end dftR0

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

Customer Service and Billingve have entered into agreements with third pattigsovide customer service, billing and subscriber
management service



Marketing and DistributionWe have entered into various marketing, sponsoiahdpdistribution agreements to promote our brart a
are obligated to make payments to sponsors, retpdetomakers and radio manufacturers under tigreements. In addition, certain
programming and content agreements require usrthase advertising on properties owned or
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controlled by the licensors. We also reimburse matcers for certain engineering and developmensasstociated with the incorporation of
SIRIUS radios into vehicles they manufacture.

Chip Set Development and Producti¥ve have entered into agreements with third partiekevelop, produce and supply chip sets, a
certain instances to license intellectual propegtsted to such chip sets. Certain of these agretsmequire that we purchase a minimum
quantity of chip sets.

Other.We have entered into an agreement with Canadiaad8esting Corporation and Standard Broadcastingdtation to fund
SIRIUS Canada. We have also entered into varioteeagents with third parties for general operatingppses. Amounts associated with
SIRIUS Canada and these various other agreemeniscnded in the commitments table.

In addition to the contractual cash committealescribed above, we have entered into agreemathtautomakers, radio manufacturers
and others that include per-radio, per-subscribdrper-show payments and revenue share arrangeriieetse future costs are dependent
upon many factors including our subscriber growtt are difficult to anticipate; however, these soshy be substantial. We may enter into
additional programming, distribution, marketing astler agreements that contain similar provisions.

Under the terms of a joint development agreemetit XM Radio, the other holder of a FCC satellitdioalicense, each party is obligat
to fund one half of the development cost for aieditandard for satellite radios. The costs rdl&aghe joint development agreement are
being expensed as incurred to engineering, desigrdavelopment expense in the accompanying cordetidstatements of operations. We
are currently unable to determine the expenditneggssary to complete this process, but they majgbéicant.

We are required under the terms of certain agretntermrovide letters of credit and deposit moimesscrow, which place restrictions
our cash and cash equivalents. As of Decemberh and 2004, $107,615 and $97,321, respectivelye wlassified as restricted
investments as a result of our reimbursement dfidige under these letters of credit and escrow siepo

As of December 31, 2005, we have not entertedany off-balance sheet arrangements or traiosesc
Legal Proceedings

In September 2001, a purported class atdiwsuit, entitledSternbeck v. Sirius Satellite Radio, In2:01-CV-295, was filed against us
and certain of our current and former executivécefs in the United States District Court for thistbict of Vermont. Subsequently, additio
purported class action lawsuits were filed. Thet®as were consolidated in a single purportedsctation, entitledn re: Sirius Satellite
Radio Securities Litigatio, No. 01-CV-10863, pending in the United Stategri@isCourt for the Southern District of New Yorkhis action
was brought on behalf of all persons who acquirgdcommon stock on the open market between Febarg000 and April 2, 2001. The
complaint alleged violations of Sections 10(b) 20¢a) of the Securities Exchange Act of 1934 ankkRQb-5 promulgated thereunder. The
complaint alleged, among other things, that theddnts issued materially false and misleadingmstants and press releases concerning
when our service would be commercially availablbiol caused the market price of our common stodetartificially inflated.

In January 2006, we and certain of our auraad former executive officers who are also deéerts agreed in principle to settle this
action for $8 million in cash. Our insurer will fdrihe entire amount of the settlement payment. Wied anticipate incurring any additional
significant expenses in connection with this acto we will not seek recovery of any unreimburdefitnse costs previously incurred and
paid by us. This agreement in principle is subject
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completion of a definitive settlement agreement approval by the United States District Court fog Southern District of New York.

On February 28, 2006, CBS Radio Inc. comredraclawsuit in New York State Supreme Court agaiiosvard Stern, Stern's production
company, Stern's agent and us. The suit allegesm@uother things, that Stern breached his formereagent with CBS Radio by reason of
certain statements he made during the course shioiw broadcast by CBS Radio. The complaint furétleges that we are liable for unjust
enrichment, unfair competition, aiding and abetfiayd and tortiously interfering with the agreernieetween CBS Radio and Stern. The
complaint seeks damages in an unspecified amoumtddhot believe that the allegations regardingp tise complaint have merit, and we
intend to defend this suit vigorously.

In the ordinary course of business, we atefandant in various lawsuits and arbitration pemings, including actions filed by former
employees, parties to contracts or leases and svafigratents, trademarks, copyrights or otherlextalal property. None of these actions are,
in our opinion, likely to have a material adverffee on our business or financial results.

14. Quarterly Financial Data (Unaudited)
Our quarterly results of operations are samimed below:

For the Three Months Ended

March 31 June 30 September 30  December 31
2005:
Total revenue $ 4321¢ $ 5219« $ 66,83 $ 80,00/
Cost of service® (41,559 (32,127 (41,639 (69,61%)
Net loss applicable to common stockholc (193,619 (177,546 (180,45() (311,389
Net loss per share applicable to common
stockholders (basic and dilute® $ (0.15 % (0.19) $ (0.1 $ (0.29)
2004:
Total revenue $ 9291 $ 1323( $ 19,11« $ 25217
Cost of service® (20,90)) (23,370) (32,82Y) (43,220)
Net loss applicable to common
stockholder«® (144,059 (136,79) (169,43:) (261,87))
Net loss per share applicable to common
stockholders (basic and dilute® $ (0.12) % (0.1) $ 019 $ (0.2))

(1) Quarterly cost of services previously reportedtf@ quarters ended March 31, 2005 and 2004 and3yrgH05 and 2004 reflect the
reclassification of certain costs from cost of &8 to sales and marketing expen

(2) The sum of the quarterly net loss per share aggéd®m common stockholders (basic and diluted) smésecessarily agree to the net
loss per share for the year due to the timing ofoommon stock issuance

(3) Net loss applicable to common stockholders forttinee months ended March 31, 2004 included debtersion costs of $19,59
15. Subsequent Event

In January 2006, Howard Stern and his agené granted an aggregate of 34,375,000 sharas @bonmon stock as a result of certain
performance targets that were satisfied in Jan2@®6. The value of these shares was approxima22%,800 and will be recorded to equity
granted to third parties and employees expendweifirst quarter of 2006.
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Balance at Chargedto  Write-offs/ Balance at
Beginning of Year Expense Other End of Year

For the year ended December 31, 2
Allowance for Doubtful Account $ 32 % 54z & (199 $ 38C
Deferred Tax Asse—Valuation Allowance 352,41. 81,87¢ — 434,28¢

For the year ended December 31, 2
Allowance for Doubtful Account $ 38C $ 1,64t $ (1,49 $ 532
Deferred Tax Asse—Valuation Allowance 434,28 306,31( — 740,59¢

For the year ended December 31, 2
Allowance for Doubtful Account $ 532 $ 4311 $ (329) $ 1,55(
Deferred Tax Asse—Valuation Allowance 740,59¢ 406,77¢ — 1,147,37
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3.1 —Amended and Restated Certificate of Incorporatiated March 4, 2003 (incorporated by reference titktix
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. 2 —Amended and Restated By-Laws (incorporated by eafer to Exhibit 3.2 to the CompasyQuarterly Repo
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N.A., as trustee, relating to the Comp’s 83/4 % Convertible Subordinated Notes due 2009 (inc@teor
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Company of Texas, N.A., as trustee, relating toGbepany’s 8/4 % Convertible Subordinated Notes due
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.5 —Second Supplemental Indenture, dated as of Mar2@CB, among the Company, The Bank of New York (as
successor to United States Trust Company of Ték#s), as resigning trustee, and HSBC Bank USA, as
successor trustee, relating to the Company86 Convertible Subordinated Notes due 2009 (incaiaor
by reference to Exhibit 4.16 to the Company’s ArrRigport on Form 10-K for the year ended Decemier 3
2002).

. 6 —Third Supplemental Indenture, dated as of Marc20D3, between the Company and HSBC Bank USA, as
trustee, relating to the Company’$/& % Convertible Subordinated Notes due 2009 (incaigal by
reference to Exhibit 4.17 to the Company’s Annuep&t on Form 10-K for the year ended December 31,
2002).

. 7 —Form of 8%/ 4% Convertible Subordinated Note due 2009 (incorgaray reference to Article VII of Exhik
4.01 to the Compar's Current Report on Forn-K filed on October 1, 1999

. 8 —Indenture, dated as of May 23, 2003, between thegaoy and The Bank of New York, as trustee
(incorporated by reference to Exhibit 99.2 to tlmpany’s Current Report on Form 8-K dated May 30,
2003).

. 9 —Supplemental Indenture, dated as of May 23, 2088yden the Company and The Bank of New York, as
trustee, relating to the Company’$/2 % Convertible Notes due 2008 (incorporated by ezfee to Exhibit
99.3 to the Compar's Current Report on Forn-K dated May 30, 2003

. 10 —Second Supplemental Indenture, dated as of FebABar3004, between the Company and The Bank of New
York, as trustee, relating to the Company’g 2% Convertible Notes due 2009 ( incorporated byreafee tc
Exhibit 4.20 to the Compa’s Annual Report on Form -K for the year ended December 31, 20C

.11 —Third Supplemental Indenture, dated as of OctoBeP@04, between the Company and The Bank of New
York, as trustee, relating to the Company’g 8% Convertible Notes due 2011 (incorporated by exfee to
Exhibit 4.1 to the Compars Current Report on Forn-K dated October 13, 200¢

. 12 —Indenture, dated as of August 9, 2005, betweelCtmpany and The Bank of New York, as trustee rejati
to the Company’s %8 % Senior Notes due 2013 (incorporated by referémé&sxhibit 4.1 to the Company's
Current Report on Form-K filed on August 12, 2005

. 13 —Common Stock Purchase Warrant granted by the CoyrtpadaimlerChrysler AG dated October 4, 2005
(incorporated by reference to Exhibit 4.13 to tlePany’s Quarterly Report on Form 10-Q for the tprar
ended September 30, 200

. 14 —Common Stock Purchase Warrant granted by the Coyrtpdford Motor Company dated October 7, 2002
(incorporated by reference to Exhibit 4.16 to tlemPany’s Quarterly Report on Form 10-Q for the tprar
ended September 30, 200

. 15 —Form of Media-Based Incentive Warrant dated Felyr@a2004 issued by the Company to NFL Enterprises
LLC (incorporated by reference to Exhibit 4.25he Company’s Annual Report on Form 10-K for theryea
ended December 31, 200
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16 —Bounty-Based Incentive Warrant dated February 8448sued by the Company to NFL Enterprises LLC
(incorporated by reference to Exhibit 4.26 to tlepany’s Annual Report on Form 10-K for the year
ended December 31, 200

. 17 —Amended and Restated Warrant Agreement, dated@sagmber 27, 2000, between the Company and

United States Trust Company of New York, as wareagy@nt and escrow agent (incorporated by reference
to Exhibit 4.27 to the Compa’s Registration Statement on Fori-3 (File No. 33-65602)).

1.1—Lease Agreement, dated as of March 31, 1998, bet®eek-McGraw, Inc. and the Company
(incorporated by reference to Exhibit 10.1.2 to@mmpany’s Quarterly Report on Form 10-Q for the
guarter ended June 30, 19¢

1.2—Supplemental Indenture, dated as of March 22, 2080veen Rock-McGraw, Inc. and the Company
(incorporated by reference to Exhibit 10.1.2 to@mmpany’s Quarterly Report on Form 10-Q for the
guarter ended March 31, 200

2 —Employment Agreement dated November 18, 2004 betwezCompany and Mel Karmazin (incorpore
by reference to Exhibit 10.2 to the Company’s AnrReport on Form 10-K for the year ended
December 31, 2004

3 —Employment Agreement, dated as of June 3, 2008;daet the Company and David J. Frear (incorporatec
by reference to Exhibit 10.7 to the Company’s QarytReport on Form 10-Q for the quarter ended
June 30, 2003

4 —First Amendment, dated as of August 10, 2005, écBmployment Agreement, dated as of June 3, 2003,
between the Company and David Frear (incorporayegfierence to Exhibit 10.2 to the Company's
Current Report on Form-K dated August 12, 200%

5 —Employment Agreement, dated as of May 5, 2004, eetwthe Company and Scott A. Greenstein
(incorporated by reference to Exhibit 10.4 to tlemfpany’s Quarterly Report on Form {@for the quarte
ended June 30, 200:

6 —First Amendment, dated as of August 8, 2005, tcEimployment Agreement, dated as of May 5, 2004,
between the Company and Scott Greenstein (incagabley reference to Exhibit 10.1 to the Company's
Current Report on Form-K dated August 12, 200%

7 —Amended and Restated Employment Agreement, datefiMarch 11, 2005, between the Company and
James E. Meyer (incorporated by reference to Exhilb to the Company’s Annual Report on Form 10-K
for the year ended December 31, 20!

8 —First Amendment, dated February 2, 2006, to the Wded and Restated Employment Agreement, dated
March 11, 2005, between the Company and James ¥er\i@corporated by reference to Exhibit 10.1 to
the Compan’s Current Report on Forn-K dated February 1, 200¢

9 —Restricted Stock Unit Agreement, dated as of Augug005, between the Company and James E. Meyel
(incorporated by reference to Exhibit 10.3 to tlmpany's Current Report on Form 8-K dated August 12
2005).

10 —Employment Agreement, dated as of November 8, 2080yeen the Company and Patrick L. Donnelly
(incorporated by reference to Exhibit 10.6 to tlemfpany’s Quarterly Report on Form {@for the quarte
ended September 30, 200

11 —CD Radio Inc. 401(k) Savings Plan (incorporateddigrence to Exhibit 4.4 to the Company’s
Registration Statement on Forr-8 (File No. 33-65473)).

12 —Amended and Restated Sirius Satellite Radio 200®)tTerm Stock Incentive Plan (incorporated by
reference to Exhibit 10.10 to the Company’s Quérteeport on Form 1@ for the quarter ended June
2004).

13 —Form of Option Agreement, dated as of Decembefi297, between the Company and each Optionee
(incorporated by reference to Exhibit 10.16.2 ® @ompany’s Quarterly Report on Form 10-Q for the
guarter ended June 30, 19¢

14 —Joint Development Agreement, dated as of Febru@rg00, between the Company and XM Satellite
Radio Inc. (incorporated by reference to Exhibi2BXo the Company’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 20(C

1 —List of Subsidiaries (filed herewith

1 —Consent of Ernst & Young LLP (filed herewitl

1 —~Certificate of Mel Karmazin, Chief Executive Offiggpursuant to Section 302 of the Sarbanes-Oxlay Ac
of 2002 (filed herewith)

2 —Certificate of David J. Frear, Executive Vice Pdesit and Chief Financial Officer, pursuant to Set®0z



of the Sarban«-Oxley Act of 2002 (filed herewith
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Exhibit
Description

32. 1 —Certificate of Mel Karmazin, Chief Executive Offiggursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002 (filed herewith

32. 2 —Certificate of David J. Frear, Executive Vice Pdesit and Chief Financial Officer, pursuant to 18$.C.
Section 1350, as adopted pursuant to Section 90&darban«-Oxley Act of 2002 (filed herewith

* This document has been identified as a managermatract or compensatory plan or arrangemn
T Portions of this exhibit have been omitted pursuampplications for Confidential treatment filegt the Company
with the Securities and Exchange Commiss
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Subsidiaries

Satellite CD Radio, In

Sirius Asset Management Company L
Sirius Entertainment Promotions LL
Spend LLC

State of Delawar
State of Delawar
State of Delawar
State of Delawar

EXHIBIT 21.1




EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the reference to our firmhim headnote to Item 6.—Selected Financial Data@titk incorporation by reference in the
following registration statements (and any amendm#rereto) of our reports dated March 7, 2006 wéspect to the consolidated financial
statements and schedule of Sirius Satellite Radiodnd Subsidiaries, management's assessmermt eff¢ictiveness of internal control over
financial reporting, and the effectiveness of inggrcontrol over financial reporting of Sirius Shte Radio Inc. and Subsidiaries included in
this Annual Report (Form 10-K) for the year endest&mber 31, 2005:

Registration Statements (Form S-8 No. 333118, 333-119479, No. 333-81914, No. 333-74752,388-65473, No. 333-15085, No. 33-
95118, No. 33-92588, No. 333-31362, No. 333-628i8,333-81914, No. 333-100083, No. 333-101515,383-106020 and No. 333-
111221) pertaining to the Sirius Satellite Radio. #01(k) Savings Plan and Registration Statem@aisn S-3 No. 333-130949, No. 333-

127169, No. 333-115695, No. 333-64344, No. 333-8560. 333-52893, No. 333-85847, No. 333-86003, 38310446 and No. 333-
108387).

/sl Ernst & Young LLF

New York, New York
March 7, 2006




EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Karmazin, the Chief Executive Officer of tbis Satellite Radio Inc., certify the

1.1 have reviewed this Annual Report on Form 10-KSofus Satellite Radio Inc. for the period endea®uaber 31,
2005;

2.Based on my knowledge, this report does not coraynuntrue statement of a material fact or omgtate a
material fact necessary to make the statements,nmaliight of the circumstances under which suelieshents wer
made, not misleading with respect to the perioceoed by this repor

3. Based on my knowledge, the financial statements odimer financial information included in this repdairly
present in all material respects the financial dood results of operations and cash flows ofriégistrant as of, ar
for, the periods presented in this rep

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contaold
procedures (as defined in Exchange Act Rules 18a)Hnd 15d-15(e)) and internal controls over faiahn
reporting (as defined in Exchange Rules-15(f) and 15-15(f)) for the registrant and hay
(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures to

designed under our supervision, to ensure thatrrahilgformation relating to the registrant, inciang its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in
which this report is being prepare

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@gaorting tc
be designed under our supervision, to provide rese assurance regarding the reliability of finaheporting
and the preparation of financial statements foemel purposes in accordance with generally acdepte
accounting principles

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thegeovered
by this report based on such evaluation;

(d) Disclosed in this report any changes in the remigts internal controls over financial reportingtioccurred
during the registrant’s most recent fiscal quatttet has materially affected, or is reasonablylyike materially
affect, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorteyhal control
over financial reporting, to the registrant’s aadstand the audit committee of the registrant’sth@d directors (or
persons performing the equivalent functiot
(a) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial

reporting which are reasonably likely to adversafgct the registrand’ ability to record, process, summarize
report financial information; an

(b) any fraud, whether or not material, that involvemniagement or other employees who have a signifioéain
the registrar's internal control over financial reportir

By: /sl MEL K ARMAZIN

Mel Karmazin
Chief Executive Officer
(Principal Executive Officer

March 13, 2006




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

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

1. | have reviewed this Annual Report on Form 10-KSafus Satellite Radio Inc. for the period ended&waber 31,
2005;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgdtate a
material fact necessary to make the statements,nmaliight of the circumstances under which suettieshents
were made, not misleading with respect to the pecavered by this repol
3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly
present in all material respects the financial domd results of operations and cash flows ofrégistrant as of,
and for, the periods presented in this ref
4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls
and procedures (as defined in Exchange Act Rulasl®8) and 15d-15(e)) and internal controls owericial
reporting (as defined in Exchange Rules-15(f) and 15-15(f)) for the registrant and hav
(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures to
designed under our supervision, to ensure thatrrahileformation relating to the registrant, incing its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in
which this report is being prepare

(b) Designed such internal control over financial réipgr, or caused such internal control over finahe@gaorting
to be designed under our supervision, to providsarable assurance regarding the reliability @frfaal
reporting and the preparation of financial statetséor external purposes in accordance with gelyeral
accepted accounting principle

(c) Evaluated the effectiveness of the registadisclosure controls and procedures and presentad report oL
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thege
covered by this report based on such evaluaticth

(d) Disclosed in this report any changes in the reggs internal controls over financial reportingtloccurred
during the registrarg’ most recent fiscal quarter that has materiaflycédd, or is reasonably likely to materi:
affect, the registra’s internal control over financial reporting; &
5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control
over financial reporting, to the registrant’s aotstand the audit committee of the registrant’sthaéd directors (or
persons performing the equivalent functiol
(a) all significant deficiencies and material weakngessehe design or operation of internal contradrofinancial
reporting which are reasonably likely to adverssfgct the registrant’s ability to record, processnmarize
and report financial information; ai

(b) any fraud, whether or not material, that involvesnagement or other employees who have a signifioéain
the registrar's internal control over financial reportir

By: /s/D AVID J. FREAR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer

March 13, 2006




EXHIBIT 32.1

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

In connection with the Annual Report of G&iSatellite Radio Inc. (the “Company”) on FormK.@r the period ended December 31,
2005 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), I, Melriazin, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sask@nley Act of 2002, that:

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

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

By: /s/M EL K ARMAZIN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer

March 13, 2006

A signed original of this written statement requitgy Section 906, or other document authenticaticgnowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written staemhrequired by Section 906, has been

provided to the Company and will be retained byGeenpany and furnished to the Securities and Exgh@@ommission or its staff up
request.




EXHIBIT 32.2

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

In connection with the Annual Report of G&iSatellite Radio Inc. (the “Company”) on FormK.@r the period ended December 31,
2005 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), |, Dadid-rear, Executive Vice President and

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

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

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

By: /s/D AVID J. FREAR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer

March 13, 2006

A signed original of this written statement requitgy Section 906, or other document authenticaticgnowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written statmhrequired by Section 906, has been

provided to the Company and will be retained byGeenpany and furnished to the Securities and Exgh@ommission or its staff up
request.




