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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of carliest event reported): May 22, 2012

SIRIUS XM RADIO INC.

(Exact Name of Registrant as Specified in its Charter)

Delaware 001-34295 52-1700207
(State or other Jurisdiction (Commission File Number) (I.R.5. Employer
of Incorporation) Identification No.)
1221 Avenue of the Americas, 36 th Fl.. New York, NY 10020
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area code: (212) 584-5100

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing
obligation of the registrant under any of the following provisions:

[[] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[ 1 Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[ 1 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

[[] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR. 240.13e-4(c))




Item 7.01 Regulation FD Disclosure

On May 22, 2012, Mel Karmazin, our Chief Executive Officer, spoke to stockholders at our 2012 Annual
Meeting of Stockholders. A copy of the slides used during his presentation to stockholders are attached hereto as
Exhibit 99.1 and is incorporated by reference into this Item 7.01.

Pursuant to General Instruction B.2, to Form 8-K, the information set forth in this Item 7.01, including the
exhibit attached hereto, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act ol 1934,
as amended, or otherwise subject to the liabilities of that section.
Item 9.01 Financial Statements and Exhibits

(d) Exhibits.

The Exhibit Index attached hereto is incorporated herein.



SIGNATURES

Pursuant to the requirements of the Securitics Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned hereunto duly authorized.

SIRIUS XM RADIO INC.

By: _ /s/ Patrick L. Donnelly

Patrick L. Donnelly
Executive Vice President, General
Counsel and Secretary

Dated: May 22, 2012
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Exhibit Description of Exhibit

99.1 Presentation slides dated May 22, 2012 for 2012 Annual Meeting of Stockholders
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The guidance contained herein is based upon a number of assumptions and estimates that, while considored
reasonable by us when taken as a whole, is inherently subject to significant business, economic and
competitive uncertainties and contingencies, many of which are beyond our contral. In addition, the guidance
is based upon specific assumptions with respect to future business conditions, some or all of which will
change. The guidance, like any forecast, is necessarily speculative in nature and it can be expected that the
assumptions upon which the guidance is based will not prove to be valid or will vary from actual
results. Actual results will vary from the guidance and the variations may be material. Consequently, the
guidance should not be regarded as a representation by us or any other person that the subscribers, revenue,
andior adjusted EBITDA will actually be achieved. You are cautioned not to place undue reliance on this
information.

This communication contains “forward-looking staterments™ within the meaning of the Private Securities
Litigation Reformy Act of 1995, Such statements include, but are not limited to, statements about future
financial and operating results, our plans, objectives, expectations and intentions with respect to future
operations, products and services; and other statements identified by words such as “will likely result,” “are
expected to,” “will continue,” “is anticipated,” “estimated,” “beliove,” “intend,” “plan,” “projection,” “outlook"
or words of similar meaning. Such forward-looking statements are based upon the current beliefs and
expectations of our management and are inherently subject to significant business, economic and competitive
uncertainties and contingencies, many of which are difficult to predict and generally beyond our
control. Actual rosuits may differ materially from the results anticipatoed in these forward-looking statements.
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Management Priorities

® Continue to innovate
® Grow subscribers
® Grow revenue

® Grow free cash flow



Contmunng Growth Delwers
Record Number of Subscrlbers

s 138 202 e

2008 5009 2010

2011

2012E

Ending Subscribers 2008-2012E (mm)
Household Penetration: 13% in 2012E

Sowite: Company fillngs and estimates
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Among Largest U.S. Subscriptio;"
Media Businesses

|l

' 1Q12 Total Basic Paid Subscribers (mm)
223 223 234

Sowrce: Public fllings, DTV and Natfix atreaming
sibscriptions raprasent domestic Bgures only,
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((SiriusXm)

SATELLITE RADIO

Recent Developments

12



NEW Programming

[Inspirate! VF:O @i Formula
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Listening is Just the Beginning

Concerts | Town Halls | Special Events
Bruce Springsteen “One Night Only” Nirvana

Paul McCartney at Studio 54 Coldplay
Tim McGraw Opie & Anthony Tom Petty
Foster the People in Cleveland Ringo Starr

Coach K
Cardinal Dolan

Beach Boys
Greg Allman
Usher ~

ssss
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Launch of 2.0

* Future commitments with OEMs for chip'
installation in 2012 and beyond

* New online channels enhance blended satellite
and online experience

* New features provide more control and
convenience

* Coming Soon: On Demand and Personalized
Radio e

15



NEW Features

® Start Now: Go back up to 5 hours

® Tune Start: Start from the beginning

® Pause: Pause, rewind and skip

® Show Alerts: Be alerted when favorite shows air

e

16



| Lynx Radio

* Blended satellite and internet in one radio
* More Control

* Pause, Rewind and Skip

* Start shows and songs | EEEG—G—S———
from the beginning | [y et

Lo

* Find, set alerts for your
favorite SiriusXM shows

|
‘ |E-':l_-‘¥, Py ()

* Record up to 200 hours of
your favorite shows
or channels

17



NEW Mobile Apps Bt

e

* New apps for Apple and Android add more

control, convenience and content
* Start shows and songs from the beginning
¢ Pause, Rewind and Skip
* Find and set alerts for favorite shows
* New Android App adds support for tablets

18



* More Control
* Start Now
* TuneStart

* Pause, Rewind
and Skip

* Show alerts
* More Content

19



Coming soon: On Demand

Ac'cess thousahds of houfs
On Demand

Access recently aired and
exclusive shows at any time

Will include a broad mix of — )
SiriusXM content

Mo 227 dolidam | Oadamm

Eivear B2 Sel0em- 1008

Featured and special on
demand content

Growing access to selections
from SiriusXM’s archives

Fivect T Lolibamny- 10n008m  «
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Key etrics

1Q11 Q12 change
Churn rate 2.0% 1.9% -10 bp
Subscribers 20.6 mm 22.3 mm +8%
Revenue $724 $805 +11%
Adj. EBITDA $181 $208 +15%
Net Income $78 $108 +38%

FCF ($17) $15 =

21



Pre-Owned Vehicle Market

* Certified Pre-Owned Pr'ogi"am' (C PO)':“
Launched with nearly all major
automakers

* Additional Used Car Efforts: 5,000
franchised dealers supporting our non-
CPO used car initiative

°* OEM revenue sharing creates strong
arrangements

* Expecting approximately 1 million gross
activations in 2012 from used cars

W :
j iy 3 E
[‘W. ;"‘“’] ['@ BN SrTiniR
M i aF c=a:

22



1Q12 Revenue o
Selected Companies

| i

$672 m $805 m

$74 m

iy

Pandora

Clear Cha.nnel - -
Radio SiriusXM

Bource: Pandora based on Wall SL research estimates and company guidance

23



((SiriusXm)

SATELLITE RADIO

SiriusXM Market

24



Radio Revenue

20o1 . '”'2d11'
Terrestrial Radio:

CCU, CBS, Citadel, $18 b (100%) $15.1 b (78%)
ETM, CMLS, etc.

IP Radio:
Last.fm, Slacker,

Pandora, Rhapsody, nil ~$1.2 b (6%)
MOG, etc.

B e Radio nil $3.0 b (16%)
TOTAL $18.0b ~$19.3 b

Source: Analyst estimates and industry reports
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2012E Revenue Projections

$3.0b $3.3b

$417 m

_—

Pandora

Clear Channel -
Radio SiriusXM

Source: Based on Wall 5L research estimates and company guidance; Pandora fiscal year ending 112043

Selected Companies L



SiriusXM’s Superior
Revenue Model

$137.69/
Subscriber

Clea
Pandora Cha?]nrel

$5.84/
Active User &;%é?gr

Based on 2011 Revenue

Source! Based on company fllings. Pandora flacal year ending 172012
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The Dugltal Musu: Ecosystem |
Compllcated and Crowded _

/ Gradiotime & . .DEEZE fOﬁ lost.fm mgﬂ\

Google
@ ;0conoe aMazoncom m ovNIfoNE [[1] medianet

& zune w C Rhapsody @

N4 & rdio

\leTunes thumbplay O, Qriocity “gd7digital RRTYSPACE
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Paying Subscribers
Digital Music Services :

22.3 m

~3m

~1m
~1
SiriusXM v Ay i

Spotify Rhapsody pandor;l

ROTE: Pandors and Spolify numbers based on Wall St research estimales
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Satellite delivery system with
seamless continental U.S. coverage

Over 135 channels of curated content
Long term OEM agreements

Approximately $7.8 billion of gross
NOL'’s

Subscription model

Focused, pure-play satellite radio
company

Competitive Advantages

30



((SiriusXm)

SATELLITE RADIO

SiriusXM Businesses

31



SlrrusXM S Superlor Content IS a

Slgnlflcant Competltwe Acl\.f:-alntr:lg*liI

o PN G0 SHADa4s

OV @ik il
Live Coverage of Every Major Sport

6 & oo B a ) comd [
The Best in News, Talk and Entertainment
P ON 1100 [ pereeme
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§ Penetration Gains at Automakers 8

OEM penetration as a percentage of U.S. auto sales

46% 56% 63% 67%

2011

CHRYSLER

e

iy,

R o
TOYOTA

@ Mercedes-Benz

Hource: Total US light vehicle sales por Global insight and company estimates of Sirius)h enablod sales; Represants factory and pon instalis onky.
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I Factory-Enabled Vehicles in Operati
fo Increase Dramatically (millions)

100
90
80
70
60
50
40
30
20
10

0

o
@h q?\ 'LQ&

Source: Company esfimates based on extermal indusiry estimates of 2002-1T aulomotive sales
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Fo:::us on Subscnber Retentlon

Yields Results
4-5% 4-5%

1.4% 449 1.9%

Dish
DTV
SlrlusXM HBO/

Showtime/ Netfhx
Starz

1Q12 Comparative Monthly Churn Rates

Bowrce: Public filings and industry ¢stlmate
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' Multi-Year Revenue Growth (billions)

$28 $3.0 933

$2.4 $2.5

2008 -
2009 5040

2011 S012E

2008 figura is adjusted for the merger of Sirius and XM



aé_Significant Adj. EBITDA Growth (’miilionsgf

2008 2009 2010 2011 2012E

2008 figure s adjusted for the merger of Sirus and XM



Strong FCF Growth (millions

$185 $210
$(552)
2008 2009 2010

~ $700
i416 .

2011 2012E

2008 figure is adjusted for the merger of Sirlus and XM
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! Growth Statistics and Improvements
Since Merger ($ in millions)

1Q09 1Q10 1Q11 1Q12

Subscribers 186 mm 189 mm 20.6 mm 22.3 mm

Revenue $587 $664 $724 $805

Adj. EBITDA  $109 $158 $181 $208

FCF ($4) ($127) ($17) $15

39



20_12._ gﬁidance: EEENESOeT
* Revenue of approx. $3.3 billion
* Adj. EBITDA of approx. $875 million
* FCF of approx. $700 million

* 1.5 million net subscriber additions

40



Reduced Leverage Ratios

72.5x

%

Y o -
1Q10

1Q11 1Q12

Gross Debt to TTM Adj. EBITDA

|

1Q09

41



Investment Thesis: Significantlym
Improved Borrowing Costs =

February 2009 15% secured (REPAID)

June 2009 11.25% secured (REPAID)

August 2009 9.75% secured

March 2010 8.75% unsecured

October 2010 7.625% unsecured

Trading @ 5.69% Yield

Nale: Securad transactions in June and Augusi 2009 alzo included Q1D
Febriiary 2008 transaction also inclhuded fees and equity issuance.
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Investment Thesis: Operational
Leverage Drives EBITDA .

Contribution margin of approximately 70%

EBITDA margin improves dramatically
as we scale subscribers and revenue

Adjusted EBITDA Margins

At
2008 2009 2010 2011 Maturity

(6%) 18% 22% 24% 40%+

43



Investment Thesis: Completion o
Satellite Build Translates to More FCE

" P
2005 = 2006 = 2007 « 200852009 = 2010 » 2071 « 2012 = 2013 » 2014 » 2015 = 2016 = 2017

LAUNCH DATE

44



2012E
2013E  5014E

16.1
2015E 2016E

Source: Based on external industry estimates of 2012-16 automotive salos

45



Approachmg our 3 Dx target Ieverage rat:o
6.7x

2009 2010

2011

2012E
Gross Debt to Adj. EBITDA



& Investment Thesis: Free Cash Flow %

+
+
+
+
+

Subscriber Growth
Revenue Growth

Lower Interest Expense
Lower Capital Expenditures

Cash Savings from NOL Use

Free Cash Flow Growth

47



Excess Cash Presents
Opportunities ($ in millions)

2010 2011 2012E

LA

Beginning Cash  $383 $587 $774

Free Cash Flow  $210 $416 $700

Net Debt _
Repayments nil ($240) ($382)
Ending Cash $587 $774 $1,092

Mote: Figures are simplified and approximate. Forward estimates exclude other financing activities, such as the proceeds from stock’
‘option axercicos. Mot debt repayments include promiums and assumes that the remalining 8.75% notes are called on Sepltembar 4, 2012,



Acquisitions and Returns of Capiti n;;;;:

&
i

* Free Cash Flow creates opportunities
to enhance the business or return
capital to stockholders

* Acquisitions
* Dividends

* Stock buybacks

49
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Reconciliation for SiriusXM

ARPU is derived from total earned subscriber revenue, net advertising revenue and other
subscription-related revenue, net of purchase price accounting adjustments, divided by the
number of months in the period, divided by the daily welghted average number of subscribers
for the period. Other subscription-related revenue includes the U.S. Music Royalty Fee.
Purchase price accounting adjustments include the recognition of deferred subscriber
ravenues not recognized in purchase price accounting associated with the Merger. ARPU is
calculated as follows (in thousands, except for subscriber and per subscriber amounts):

Unaudited
For the Three Months Ended March 31,
2012 2011
Subscriber revenue (GAAP) £700,242 $622.437
Met advertising revenue (GAAP) 18,670 16,558
Other subscription-ralated revenue (GAAP) ST 58,531
Purchase price accounting adjustments 67 1,908
$776.700 $699,435
Daily weighted average number of subscribers 21,990,863 20,233,144

ARPU $1.77 $1.62




Reconciliation for SiriusXM

Cash Flow information

Net cash provided by operating activitios

Met cash used in investing activities

MNet cash used in financing activities

Free Cash Flow

MNet cash provided by oporating activities
Additions to property and equipment
Restricted and other investment activity

Frea cash flow

For the Years Ended December 31,

2041 2010 2009
$543,630 $512,8856 $433,830
(127.888) (302.414) (248,511)
(228.443) (7.279) {182,276)
§543,630 5512,895 5433,830
(137.429) (311,888) (248,511)

8,541 9,454 0
£415,742 $210,481 £185,319

53
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): May 1, 2012

SIRIUS XM RADIO INC.

{Exact Mame of Regisirant as Specified in Charier)

Delaware 001-34295 52-1700207
(State or other Jurisdiction (Commission File Number) (LR.5. Employer
of Incorporation) Identification Na,)
1221 Avenue of the Americas, 36th FL, New York, NY 10020
{Address of Principal Executive OfTices) (Zip Code)

Registrant’s telephone number, including area code: (212) 584-5100

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the
registrant under any of the following provisions:

[[] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[ 1 Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[ 1 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

[ 1 Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13¢-4(c))




Item 2.02 Results of Operations and Financial Condition

On May 1, 2012, we reported our financial and operating results for the three months ended March 31, 2012,
These results are discussed in the press release attached hereto as Exhibit 99.1, which is incorporated by reference in its

entirety.
Item 9.01 Financial Statements and Exhibits
(d) Exhibits,
The Exhibit Index attached hereto is incorporated herein.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thercunto duly authorized.

SIRIUS XM RADIO INC.

By:/s/ Patrick L. Donnelly
Patrick L. Donnelly
Executive Vice President, General
Counsel and Secretary

Dated: May 1, 2012
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Exhibit 99.1

(SiriusXIm)))

PRESS RELEASE

SiriusXM Reports First Quarter 2012 Results

Subscribers Grow by 405,000 to a Record 22.3 Million
Record Quarterly Revenue of $805 Million, Up 11%
First Quarter 2012 Net Income of $108 Million, Up 38%
Adjusted EBITDA Reaches $208 Million, Up 15%
Company Raises Subscriber Guidance

NEW YORK = May 1, 2012 - Sirius XM Radio (NASDAQ: SIRI) today announced first guarter 2012 financial and operating results,
including revenue of $805 million, up 11% over first quarter 2011 revenue of $724 million. Net income for the first quarters of 2012
and 2011 were $108 million and $78 million, respectively, or $0.02 and $0.01 per diluted share, respectively.

Adjusted EBITDA for the first quarter of 2012 was $208 million, up 15% from $181 million in the first quarter of 2011,

“SiriusXM is starting the year with tremendous operational momentum. We grew subscribers faster than any first quarter since our
2008 merger of Sirius and XM, and we improved our self-pay monthly churn rate to 1.9% despite implementing a price increase at
the beginning of the year. Rising auto sales and our strong execution should enable us to exceed our prior 2012 subscriber growth
guidance of 1.3 million, which today we are raising to 1.5 million,” noted Mel Karmazin, Chief Executive Officer, SiriusXM.

“In 2012, we continue to expect record revenue, adjusted EBITDA, and free cash flow, and our subscriber base will also finish this
year at another all-time record high,” said Karmazin. "Our number one focus is on delivering the best possible content to our
subscribers — we are rolling out more satellite channels via factory-installed 2.0 radios, and we are improving our online offering by
delivering even more live sports coverage, updated apps with enhanced features, and later this year, on-demand content and
personalized radio. There has never been a better time to be a SiriusXM subscriber, and we think our unparalleled audio product
will produce strong operating and financial performance for our company in the years to come, which should result in great value to
our stockholders.”

Additional highlights from the first quarter include:




Subscriber growth accelerates. Self-pay net subscriber additions improved by 148% to 299, 348 and the subscriber
base rose to an all-time high of 22.3 million subscribers. Strong auto sales helped lift total paid and unpaid trial inventory
by more than 200,000 from year end to 5.7 million.

Churn improves. Self-pay monthly churn was 1.9% in the first quarter of 2012, an improvement from 2.0% in the first
quarter of 2011. New vehicle consumer conversion rate was 45% in the first quarter of 2012, in-line with the first quarter
of 2011.

Free cash flow grows. Free cash flow was $15 million in the first quarter of 2012, an improvement from the ($17) million
recorded in the first quarter of 2011, and represented the first time SiriusXM has shown positive free cash flow in the first
quarter of a year.

“We ended the first quarter with $747 miillion of cash, after the repurchase of approximately $57 million in aggregate principal
amount of our debt during the first quarter. Our leverage at the end of the first quarter improved to 3.9 times our adjusted EBITDA
on a gross basis and 2.9 times our adjusted EBITDA on a net basis,” said David Frear, SiriusXM's Executive Vice President and
Chief Financial Officer. "Our growing cash flow is reducing our leverage substantially, and this improving credit profile should
benefit stockholders as we refinance or pay down more than $1 billion of high coupon debt over the next 15 months.”

2012 GUIDANCE

“With auto sales in the first quarter exceeding expectations and better than expected churn, we now expect to grow our net new
subscribers by 1.5 million in 2012," said Karmazin. The Company reiterates its existing 2012 revenue, adjusted EBITDA and free
cash flow guidance:

. Revenue of approximately $3.3 billion,
Adjusted EBITDA of approximately $875 million, and
. Free cash flow of approximately $700 million.

FIRST QUARTER 2012 RESULTS



SIRIUS XM RADIO INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

fin thousands, except per share dava)

Revenue:
Subscriber revenue
Advertising revenue, net of agency [ees
Equipment revenue
Oither revenue

Total revenue
Operating expenses:
Cost of services:
Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost of equipment
Subscriber acquisition costs
Sales and marketing
Engineening, design and development
General and administrative
Depreciation and amortization

Total operating expenses
Income [rom operations
Other income (expense):
Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit facilities, net
Interest and investment loss
Other (loss) income
Total other expense

Income before income taxes
Income tax expense

Nel income
Foreign currency franslation adjustment, net of tax
Comprehensive income

Net income per common share:
Basic

Diluted

Weighted average common shares outstanding:
Basic

Diluted

For the Three Months
Ended March 31,

2012 2011
5 700242 % 622,437
18,670 16,558
16,953 15.867
He.857 68.977
504,722 723,839
132,111 106,929
70,095 72,959
66, 187 H3.836
18,110 18,560
5.806 6,403
116,121 105,270
58,361 47.819
12,690 11,135
59.886 56,354
66,117 H8,400
605,484 550667
199,238 164,172
(76.971) (78,218)
(9.971) (5.994)
(1.142) {1.884)
(578) 1.617
(88,662) (84,479
110,576 79,693
(2.802) (1,572)
5 107,774 & 78,121
| .1
(56) 67
g 107.718  § 78,188
g 003 s 0.02
5 002 S 0.01
.1 1
3,767,443 3,735,136
.1 1
6.537.728 6,481,384
T —— .1



SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

fin theusands, except share and per share data)

ASSETS

Current assels:

Cash and cash equivalenis

Aceounts receivable, net

Receivables from distributors

Inventory, net

Prepaid expenses

Related party current assets

Deferred tax asset

(her cumrent assets

Total current assets
Property and equipment, net
Long-term resiricted investmenis
Deferred financing [ees. nel
Intangible assets, net
Goodwill
Related party long-term assets
Other long-term assets

Total assels

LIABILITIES AND STOCKHOLDERS® EQUITY

Current liabilities:

Accounis payable and accrued expenses

Accrued interest

Current portion of deferred revenue

Current portion of deferred credit on executory contracts

Current maturities of long-term debi

Related party current liabilities

Total current liabilities
Deferred revenue
Delerred credit on executory contracts
Lomg-term debt
Long-term related party debt
Deeferred 1ax liability
Related party long-term liabilities
Onher long-term liabilities

Total Liabilities

Commitmenits and contingencies
Stockholders™ equity:
Preferred stock, par value $0.001; 30,000,000 authorized at March 31, 2012 and December 31,
2011:
Series A convertible preferred stock; no shares issued and outstanding at March 31, 2012 and
December 31, 2011
Convertible perpetual preferred stock, series B-1 (liquidation preference of $0.001 a1t March 31,
2012 and December 31, 2011); 12,500,000 shares issued and ouistanding ai March 31, 2012
and December 31, 2011
Common stock, par value $0.001: 9,000.000.000 shares authorized at March 31, 2012 and

December 31, 2011; 3,788,755,725 and 3,753,201,929 shares issued and outstanding at March 31,

2012 and December 31, 2011
Accumulated other comprehensive income, net of tax
Additional paid-in capital
Accumulated deficit

Total stockholders’ equity

March 31,
2012

December 31, 2011

{unaudited)

b 746,576 S8 773.990
108,335 101,705
96,037 84,817

36,791 36,711
177.515 125,967

6.503 14,702
144,798 132,727
20,539 6335
1,337,094 1,276,954
1,645,610 1.673.919
3,973 3,973

38,844 42,046
2,559,712 2,573,638

1. 834 856 1.834 856
54,229 54,953

27,402 35,657

$ 7,501,724 8 7,495,996
L] .1
§ 454748 § 543,193
77.562 70,405
1.404.919 1.333.965
281,270 284,108

1,540 1.623

16,541 14,302
2,236,580 2,247,596
183,430 198,135
147,012 218,199
2,625,533 2,683,563
329,576 328,788
1,024,734 1,011,084
21,048 21,741

84,232 82,745
6,652,145 6,791,851

13 13

3,789 3,753

15 71
10,522,080 10,484,400
(9.676,318) (9,784.092)
®49 579 704,145




Total liabilities and stockholders™ equity 5 7501724 § 7.495.996



SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three Months Ended March 31,

fir thansands) 212 2011

Cash flows from operating activities:

Net income § 107,774 8 78,121
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Depreciation and amortization 66,117 68,400
Mon-cash inierest expense, nei of amortizaiion of premium 10,647 0.573
Provision for doubtlul accounts 6,208 9.623
Amortization of deferred income related to equity method investment (694) (694)
Loss on extinguishment of debt and credn Facilities, net 9.971 5.9094
Loss on unconsolidated entily investmenis, nei 422 2,350
Loss on disposal of assets — 266
Share-based payment expense 14,951 12,856
Deferred income taxes 1,572 1,111
Other non-cash pun:hase price adjustments (73,956) (66, 743)
Changes in operating assets and liabilities:
Accounts receivable (12.838) 11,291
Receivables from distributors (11,220) (8.982)
Inventory (R0} (7.330)
Related pariy asseis 8.347 (3.686)
Prepaid expenses and other current assets (63,753) (39.232)
Other long-term assels 8,256 7.617
Accounts payable and accrued expenses (96,859) (110,400)
Accrued interest 7,157 8,124
Deferred revenue 36,182 39,225
Related panty liabilities 2,239 738
Other long-term liabilities 1,505 (113)
MNet cash provided by operating activities 36,948 18,109

Cash flows from investing activities:
Additions to property and equipment (25,187) (34,983)

Net cash used in investing activities (25,187 (34.983)

Cash flows from financing activities:

Proceeds from exercise of stock options 22,765 1,072
Payment of premiums on redemption of debi {6,602) (4.094)
Repayment of long-term borrowings (58,338) (133,100)
Net cash used in financing activities (42,175) (136,122)
Met decrease in cash and cash equivalents (27.414) (152.996)
Cash and cash equivalents at beginning of period 773,990 586,691
Cash and cash equivalents at end of period s 746,576 8 433,695
 —  —



Subscriber Data and Operating Metrics

The following table contains subscriber data and key operating metrics for the three months ended March 31, 2012 and

2011, respectively:

Unaundited

For the Three Months Ended March 31,

2012 1
Beginning subscribers 21,892,824 20,190,964
Gross subseriber addinons 2,161,693 2,052,367
Deactivated subscribers {1,757.097) (1.679.303)
MNet additions 404,596 373,064

Ending subscribers

22,297,420

20,564,028

T ————— I —————
Self~pay 18,208,000 16,807,643
Paid promotional 4.089.330 3,756,385
Ending subscribers 22,297,420 20,564,028
N I —————————————
Self-pay 296 348 120,544
Paid promotional 105,248 252,220
Met additions 404,590 373.064
]| I
Daily weighted average number of subscribers 21,990,863 20,233,144
Average seli-pay monthly chum 1.9% 2.0%
T —————— T ——
New Vehicle Consumer Conversion rate 45% 45%
ARPU ] 11.77 8 11.52
SAC, per gross subscriber addition S 6l b 57

Subscribers. The improvement was due to the 5% increase in gross subscriber additions, primarily resulting from higher new
vehicle shipments and light vehicle sales, as well as an increase in conversions from unpaid promotional trials and returning
subscriber activations inclusive of previously owned vehicles. This increase in gross additions was partially offset by the 5%
increase in deactivations. The increase in deactivations was primarily due to an increase in paid promotional trial deactivations
stemming from the increase in volume of paid trials, along with growth in our subscriber base, partially offset by a decline in the
self-pay churn rate.

Average Self-pay Monthly Churn for the three months ended March 31, 2012 and 2011 was 1.9% and 2.0%, respectively.
The decrease in the churn rate was driven by a reduction in the non-pay cancellation rate, as well as a favorable shift in the
subscriber mix towards automotive vehicles, which chum at lower rates in comparison to aftermarket products.

New Vehicie Consumer Conversion Rate for the three months ended March 31, 2012 and 2011 was 45%.




ARPU increased primarily due to the increase in certain of our subscription rates beginning in January 2012, an increase in
sales of premium services, including Premier packages, data services and streaming, partially offset by an increase in subscriber
retention programs and in the number of subscribers on promotional plans and a decrease in the revenue from the U.S. Music
Royalty Fee due to the December 2010 reduction in the rate from 15.3% to 10.8%.

SAC, Per Gross Subscriber Addition, increased in the three months ended March 31, 2012 primarily due to higher subsidies
related to increased OEM installations occurring in advance of acquiring the subscriber, partially offset by improved GEM subsidy
rates per vehicle compared to the three months ended March 31, 2011.

Glossary

Adjusted EBITDA - EBITDA is defined as net income before interest and investment loss; interest expense, net of amounts
capitalized; income tax expense and depreciation and amortization. We adjust EBITDA to remove the impact of other income and
expense, loss on extinguishment of debt as well as certain other charges discussed below. This measure is one of the primary
Non-GAAP financial measures on which we (i) evaluate the performance of our businesses, (i) base our internal budgets and (i)
compensate management. Adjusted EBITDA is a Non-GAAP financial performance measure that excludes (if applicable): (i) certain
adjustments as a result of the purchase price accounting for the Merger, (ii} goodwill impairment, (i} restructuring, impairments,
and related costs, (iv) depreciation and amortization and (v) share-based payment expense. The purchase price accounting
adjustments include: (i) the elimination of deferred revenue associated with the investment in XM Canada, (ii) recognition of
deferred subscriber revenues not recognized in purchase price accounting, and (iii) elimination of the benefit of deferred credits on
executory contracts, which are primarily attributable to third party arrangements with an OEM and certain programming providers.
We believe adjusted EBITDA is a useful measure of the underiying trend of our operating performance, which provides useful
infarmation about our business apart from the costs associated with our physical plant, capital structure and purchase price
accounting. We believe investors find this Non-GAAP financial measure useful when analyzing our results and comparing our
operating performance to the performance of other communications, entertainment and media companies. We believe investors
use current and projected adjusted EBITDA to estimate our current and prospective enterprise value and to make investment
decisions. Because we fund and build-out our satellite radio system through the periodic raising and expenditure of large amounts
of capital, our results of operations reflect significant charges for depreciation expense. The exclusion of depreciation and
amortization expense is useful given significant variation in depreciation and amortization expense that can result from the potential
variations in estimated useful lives, all of which can vary widely across different industries or among companies within the same
industry. We believe the exclusion of restructuring, impairments and related costs is useful given the nature of these expenses, We
also believe the exclusion of share-based payment expense is useful given the significant variation in expense that can result from
changes in the fair value as determined using



the Black-Scholes-Merton model which varies based on assumptions used for the expected life, expected stock price volatility and
risk-free interest rates.

Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statement of comprehensive income
of certain expenses, as discussed above. We endeavor to compensate for the limitations of the Non-GAAP measure presented by
also providing the comparable GAAP measure with equal or greater prominence and descriptions of the reconciling items, including
quantifying such items, to derive the Non-GAAP measure. Investors that wish to compare and evaluate our operating results after
giving effect for these costs, should refer to net income as disclosed in our consolidated statements of comprehensive income.
Since adjusted EBITDA is a Non-GAAP financial performance measure, our calculation of adjusted EBITDA may be susceptible to
varying calculations; may not be comparable to other similarly titled measures of other companies; and should not be considered in
isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP. The
reconciliation of net income to the adjusted EBITDA is calculated as follows (in thousands):

Unaudited

For the Three Months Ended March

31,
2012 201
Met mcome (GAAP): 3 107,774 8 78,121
Add back items excluded from Adjusted EBITDA:
Purchase price accounting adjustments:
Revenues 1,880 3,722
Operating expenses (74,024) (67.972)
Share-based payment expense, net of purchase price accounting adjustments 14,951 13,037
Depreciation and amortization (GAAP) 66,117 68.400
Interest expense, nel of amounts capitalized (GAAP) 76,971 T78.218
Loss on extinguishment of debt and credit [acilities, net (GAAP) 9.971 5,994
Interest and investment loss (GAAP) 1.142 1.884
Other (income) loss (GAAP) 578 (1.617)
Income tax expense (GAAP) 2,802 1,572
Adjusted EBITDA 5 208,162 5 181,359

Adjusted Operating Expenses - We define this Non-GAAP financial measure as our actual operating expenses adjusted to
exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this Non-GAAP
financial measure to manage our business, set operational goals and as a basis for determining performance-based compensation
for our employees. The following tables reconcile our actual operating expenses to our adjusted operating expenses for the three
months ended March 31, 2012 and 2011:




Unaudited For the Three Months Ended March 31, 2012

Purchase Price

Allocation of

fin thensaids) As Reported Accounting St;fnla-l}m: 3 Adjusted
Adjustments E“} nen
ipense
Operating expenses
Cost of services:
Revenue share and royalties 132,111 34,846 - 166,957
Programming and conient 70,095 11,702 (1.374) 80,423
Customer service and billing 66,187 - (427) 65,760
Satellite and transmission 18,110 — (783) 17,325
Cost of equipment 5,806 — —_ 5,806
Subscriber acquisition cosls 116,121 24,085 — 140,206
Sales and marketing 58.361 3.39 (2.360) 59,392
Engineering, design and development 12,690 — (1.432) 11,258
General and admimsirative 59,886 — (B,573) 51,313
Depreciation and amortization (a) 66,117 - - 66117
Share-based payment expense - - 14,951 14,951
Total operating expenses b Hl5.484 5 74.024 § — 3 679,508

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amonization associated with the S783,000
stepped up basis in property, equipment and intangible asseis as a result of the Merger. The increased depreciation and amortization for the three

months ended March 31, 2012 was $14.000.




Unaudited For the Three Months Ended March 31, 2011

Purchase Price Alloeation of

fin thensaids) As Reported Accounting SI;:IH:?-I}H:\: 3 Adjusted
Adjustments E“} nen
ipense
Operating expenses
Cost of services:
Revenue share and royalties 106,929 29,933 - 136,862
Programming and conient 72,959 12,824 (2.510) §3.273
Customer service and billing 65,836 18 (367) 65,487
Satellite and transmission 18,560 239 (567) 18,232
Cost of equipment 6.405 — — 6,405
Subscriber acquisition costs 105,270 21.656 — 126,926
Sales and marketing 47.819 3,212 (1,873) 49,156
Engineering, design and development 11,135 £ | (1,142) 10,024
General and administrative 56,354 59 (6,576) 49 837
Depreciation and amortization (a) 68,400 - - 68,400
Share-based payment expense (b) — — 13.037 13.037
Total operating expenses 5 339,667 & 67,972 & — 3 627,639

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amonization associated with the S783,000
stepped up basis in propeny, equipment and intangible asseis as a result of the Merger. The increased depreciation and amortization for the three
months ended March 31, 2011 was $15,000,

{b) Amounts related to share-based payment expense included in operating expenses were as follows:

Programming and content b 2483 § 27 § — 5 2,510
Customer service and billing 349 18 — 367
Satellite and transmission 548 19 — 567
Sales and marketing 1845 27 - 1.875
Engineering, design and development 1,111 31 - 1,142
General and administrative 6,517 59 — 6,576
Total share-based payment expense 5 12,856 & 181 § = 13,037

ARPLU - is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of
purchase price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average
number of subscribers for the period. Other subscription-related revenue includes the U.5. Music Royaity Fee. Purchase price
accounting adjustments include the recognition of deferred subscriber revenues not recognized in purchase price accounting
associated with the Merger. ARPU is calculated as follows (in thousands, except for subscriber and per subscriber amounts):




Subscriber revenue (GAAP)

Add: net advertising revenue (GAAP)

Add: other subscription-related revenue (GAAP)
Add: purchase price accounting adjusiments

Daily weighted average number of subscribers

ARPU

Unaudited

For the Three Months Ended March 31,

012 2011
8 700,242 & 622,437
18,670 16,558
57,721 38,531
67 1,909
3 776,700 5 699,435

21,990,863

8 11.797

20,233,144

8 11.52

Free cash flow - is derived from cash flow provided by operating activities, capital expenditures and restricted and other

investment activity. Free cash flow is calculated as follows (in thousands):

Cash Flow information

Net cash provided by operating activities

Net cash used in investing activities

MNet cash used in [inancing activities

Free Cash Flow

Met cash provided by operating activities
Additions to property and equipment

Free cash ow

Unaudited

For the Three Months Ended March 31,

2012 2011
8§ 39048 & 18,109
(25,187) (34,9583)
(42,175) {136.122)
5 39948 8 18,109
(25,187) (34,983)
8 14,761 8 (16,874)

Subscriber acquisition cost, per gross subscriber addition - or SAC, per gross subscriber addition, is derived from subscriber
acquisition costs and margins from the sale of radios and accessories, excluding share-based payment expense and purchase
price accounting adjustments, divided by the number of gross subscriber additions for the period. Purchase price accounting
adjustments associated with the Merger include the elimination of the benefit of amortization of deferred credits on executory
contracts recognized at the Merger date attributable to an OEM. SAC, per gross subscriber addition, is calculated as follows (in

thousands, except for subscriber and per subscriber amounts):




Subscriber acquisition costs (GAAP)
Less: margin from direct sales of radios and accessories (GAAP)
Add: purchase price accounting adjusiments

Gross subscriber additions

SAC, per gross subscriber addition

About Sirius XM Radio

Unaudited

For the Three Months Ended March 31,

2012 2011

b 116,121 % 103,270
(11,147 (9.462)

24,085 21.656

5 120059 5 1174064
——— ———
2,161,693 2,052,367
———— ——
b 60§ 57

Sirius XM Radio is America's satellite radio company. SiriusXM broadcasts more than 135 satellite radio channels of commercial-
free music , and premier sports , news , talk, entertainment , traffic, weather , and data services to over 22 million subscribers.
SiriusXM offers an array of content from many of the biggest names in entertainment, as well as from professional sports leagues,

major colleges, and national news and talk providers.

SiriusXM programming is available on more than 800 devices, including pre-installed and after-market radios in cars, trucks, boats
and aircraft, smartphones and mobile devices , and consumer electronics products for homes and offices . SiriusXM programming
is also available at siriusxm.com , and on Apple , BlackBerry and Android -powered mobile devices.

SiriusXM has arrangements with every major automaker and its radio products are available for sale at shop.siriusxm.com as well

as retail locations nationwide.

This communication contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of
1995. Such statements include, but are not limited to, statements about future financial and operating results, our plans, objectives,
expectations and intentions with respect to future operations, products and services; and other statements identified by words such

& i

as “will likely resuff,

are expected to,” “will continue,” “is anticipated, " “estimated,” “believe,” “intend,” “plan,” “projection,

o

‘oullook”

or words of similar meaning, Such forward-looking statements are based upon the current beliefs and expectations of our
management and are inherently subject to significant business, economic and competitive uncertainties and contingencies, many of
which are difficult to predict and generally beyond our control. Actual results may differ materially from the results anticipated in

these forward-looking statements.

The following factors, among others, could cause aclual results to differ materially from the anticipated results or other expectations
expressed in the forward-looking statements: our competitive position versus other forms of audio entertainment; our dependence
upon automakers; general economic conditions; failure of our satellifes, which, in maost cases, are not insured; our ability to attract
and retain subscribers at a profitable level; royalties we pay for music rights; the unfavorable outcome of pending or future litigation;
failure of third parties fo perform; and our substantial indebledness. Additional factors that could cause our results to differ
materially from those described in the forward-looking statements can be found in our Annual Report on Form 10-K for the year
ended December 31, 2011, which is filed with the Securities and Exchange Commission (the “SEC”") and available at the SEC's
Internet site { http./’www.sec.gov ). The information set forth herein speaks only as of the date hereof, and we disclaim any
intention or obligation to update any forward looking statements as a result of developments occurring after the date of this

communication.

= Follow SiriusXM on Twitter or [ like the SiriusXM page on Facebook .

E - SIRI

Contact Information for Investors and Financial Media:
Investors:

Hooper Stevens

212 901 6718

hooper stevens@siriusxm.com




Media:

Patrick Reilly
212 901 6646
patrick.reilly@siriusxm.com




Company Nama: Sirius XM Radio Inc Market Cap: 7,100,687 Bloomberg Estimates - EPS

Company Ticker: SIRI US Current PX: 1.805 Current Quarter: 0.006
Date: 2011-03-08 ¥TD Change($): +.1749 Current Year: 0.034
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Credit Suisse Global Media and Communications
Convergence Conference

Company Participants

« Analyst, Credit Suisse
+ Dxavid I, Frear, Executive Vice President and Chief Financial Officer

MANAGEMENT DISCUSSION SECTION

Analyst, Credit Suisse

Ukay, good morning, evervone. Thank you all for joining us. It's my pleasure to introduce David Frear, CFO of Sirius
XM Satellite Radio. David, 1 think vou're going to perhaps start out with a brief introduction, and then [ have some
questions for vou. And then we'll have, no doubt, (J&A from the audience, as well. David, welcome.

David J. Frear, Executive Vice President and Chief Financial Officer

Okay. Thank you, Tom. Thanks for taking the time this morning. Hopefully, many of you have been following this
story. You know that satellite radio has had a great run, that we have faced intense competition in the nine years since
we launched the business.

1Pod was lounched at the sime time we were, Broudbund has blown through the substuntial majority of TV houscholds
in the country, bringing the plethora of Internet radio options to the public. Smariphones have taken the world by storm
in the last couple of years, There are now over 60 million, 1 think, in the U.S. alone, And those, of course, are just
incredibly powerful mobile computing devices that allow people to get virtually any form of entertainment they want
anyplace.

Sovall this should sound like wrible news for Sidus XM Radio, except that we, through all this competition, managed
to grow from zero to over 20 million subscribers. We've managed to get to the point where this year we expect 1o
generate $3 billion in revenue and over 3700 million in EBITDA, that we have an incredibly strong outlook for free
cash flow, that we think growth prospects for the next several vears are quite good, as the pool of enabled vehicles on
the road should grow from maybe 33 milhon today to over 70 mullion in a few vears, And our satellite capital
expenditures are dropping like a stone, that will shed about 3200 million in capinl expenditure requirements from 2010
to 2012, and won't really begin spending on satellites again until probably late 2016 or 2017,

So growing EBITDA, alrcady strong free cash flow that was a couple hundred million last year, guidance is for
something approaching $300 million this year, the CapEx dropping, the interest costs dropping, and no taxes to be paid
for quite some period of time, that you're looking at a great blueprint for rapidly expanding free cash flow. We did talk
in our year-end call about maintaining roughly 3 times leverage in the balance sheet, and when you put it all together in
the models, what that mevitably gets to is substantial returns of capital to shareholders over the course of the next
several years,

So with that, Tom, why don't I turn it over to you,

Analyst, Credit Suisse

Bloomberg
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Great. Thank you, David. So it seems like there's clearly a tremendous amount of momentum in the business. [ think
you did about 1.4 million net adds this vear, and 1 think your original guidance for 2010 started out at closer to 500,000.
What sort of changed throughout the year? Where did this surge in subscribers come from?

David J. Frear, Executive Vice President and Chief Financial Officer

Everywhere. Everything got better than our expectations. Automotive sales were better than we thought. Self-pay churn
was better than we thought. The conversion rate from the automotive trial to a self-based subscription was better than
we thought. And returning activations, radios that had been on at some point in the past and came back on in the course
of the ycar, that was stronger. Probably an important thing to think about when you look at that outperformance relative
to guidance is what happened with self-pay subscribers last year because part of you could think, well. okay, Sirius is
really tied to the automotive business, automotive sales go up, so vou just got a lot of new trial subscriptions. And the
fact is, is our self-pay subscriptions grew by over 1 million last year. The self-pay growth was probably the biggest part
of the excess over guidance.

Analyst, Credit Suisse

Okay. And so how are those trends continuing into 2011? It seems like guidance is calling for sort of flat net adds
year-over-year, and they were obviously at a very high level in 2010, but what sort of drove that guidance? Is there
upside there, or is that conservativism?

David J. Frear, Executive Vice President and Chief Financial Officer

Well, we're still fairly cautious about the ecconomic environment and the consumer. Things are definitely getting better,
and the comparison was so dire when you look to the past. so you would expect some improvement. How much how
fast is anybody's guess. There is a really wide range of estimates out there on what's going to happen with North
American automotive sales, that you've got some people in the 12.7 million range for 2011. You've got some as high as
14 million. And with it only being a one-year look forward. that just strikes me as a range with a lot of volatility in it.
Look, we're hopeful the 14 million would come true, and if it did, that would certainly give us an upside in our
numbers.

But the underlying consumer health is still something that we worry about a little bit. And so I think that we've
provided guidance on self-pay churn and conversion rates that is stable, that we expect to be able to maintain last year's
performance in those. And so I think, with that, that sort of gets you to a number that's, from a net adds perspective,
flattish. Now, net adds might be flat, but it's still 7% growth in subscribers.

Analyst, Credit Suisse

Okay. Maybe talk a little bit about the addressable market. What percentage of new cars have a Sirius XM radio?

David J. Frear, Executive Vice President and Chief Financial Officer

So OEM penetration is a little over 60% today, probably 62%. It's been rising pretty steadily really since launch, that it
was just a few years ago that OEM penctration was only in the 20% range. And to mc, the most intcresting thing about
watching those statistics is what's happened with the conversion rate as we've taken the penetration rate up.

So conversion rates, when the penetration rate was in the 20% range, conversion rates were over 50% there, 55% or so.
So if you looked at conversion time penetration as an indicator of what consumer demand, underlying demand might
be, you'd take a 20% numbecr, multiply it by 55, and say, geez, 11% of the new car-buying public would like to have a
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satellite radio. Now that we're up at 62%, that number — the conversion rate looks more like 45%. And so you run the
math on that, and you're coming out with the perspective that maybe 27% of people buying new cars have an interest in
a self-pay subscription to satellite radio. So, again, you extrapolate that out across the total car population in the
country, and it's a very encouraging indicator for future growth.

Now, one other step there is somebody's going to say. well, wait a minute. Not everybody owns a car out there, owns a
new car, and you're only talking about new car buyers. One of the things that we've found particularly interesting in the
last couple years is — well, two things. One is that the awareness of the product among used car buyers, the awareness
that it's in the car is substantially higher than I would have thought it was, but we ran a survey last fall and we found
that 75% of buyers of a car that had a satellite radio in it knew the satellite radio was in the car. And that's not
somcthing I would have cxpected at this point in our development, so it's an cncouraging sign.

And the second thing is, is as we track the conversion rates on those, that for used car buyers who were able to get the
name and address and get them into a trial, that the conversion rates on them, while they're not as good as the new car
buyer conversion rates, they're also not that far behind them. So there's, T think, good early indications through the
awareness. as well as the conversion rates, as to what the demand for the product will be among used car buyers.

Analyst, Credit Suisse

On the conversion rates, | believe conversion came out at about 46% in 2010. 1t was about an 80 basis points
improvement. But maybe that slipped a little bit in the fourth quarter. Ts that correct? And what sort of drove that?

David J. Frear, Executive Vice President and Chief Financial Officer

You know, mostly mix issues. right? And so as the — for the most part, what you're seeing is a pretty consistent trend of
either sustaining or slightly improving conversion rates across models and manutacturers. And so what tends to be
causing the conversion rate to move — the reported conversion rate — is mix. right? So if you end up with brands gaining
sharc that have a lower conversion rate, then our reported conversion rate will come down, but it's not because fewer
people are actually taking it brand by brand. It's just a mix issue.

Analyst, Credit Suisse

Okay, 1 guess switching gears to sort of the financial guidance from the subscriber side of things, you're guiding to $3
billion in revenue, as you said carlicr. That's about 7% ycar-over-ycar growth, which is sort of an casc-up from the 14%
you saw in 2010. Again, is that just conservatism, or is there some kind of headwind there that maybe we need to think
about?

David J. Frear, Executive Vice President and Chief Financial Officer

Well, not so much headwind, but maybe a little less tailwind, right? In 2009 — August of 2009, we introduced the U.S.
music recovery fee, right? In the spring of 2009, we began increasing price for second radios, and we also began
charging for free streaming, so that, as you rolled those out, the full-year effect really vested in 2010, so you had 2 big
increase in revenues to go along with the ARPU increase in the year. So we're not expecting price actions of that
magnitude this year, and so your revenue increase is going to look a lot more like your underlying subscriber increase.

Analyst, Credit Suisse

Okay. So T got the impression that potentially there was room for a price hike sometime in the next year or so. Is that
possible? Or is there a potential upside to revenuc from maybe some new product offerings that you have?
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David J. Frear, Executive Vice President and Chief Financial Officer

So price hikes are — they're always possible. As I think most people know, the FCC merger order put some constraints
on us in terms of what we can do. Now the merger order is set to expire in late July. right around August Ist, and the
FCC does have a notice of inquiry out and has asked for comments on whether or not they should extend the merger
order. We filed a document with the FCC that said that we don't think that the merger order should be extended, that
our voluntary commitments on pricing did not include a voluntary commitment that contemplated the prices going
beyond three years. The FCC has acknowledged that that's the case, that we did not voluntarily commit to do that. And
$0, in cssence, the commission would have to decide that it has the legislative authority to regulate satellite radio prices,
which we don't believe they have.

There have been a bunch of comments that have been filed, most generally supportive of the FCC not seeking to
regulate business. The only comment that I can think of offhand that was filed in support of extending the price
increase was actually filed by a law firm that's seeking to sue us on antitrust matters, so they've got pending litigation,
and they filed something in front of the commission to support their point in litigation.

I do expect the merger order to expire, according to its terms, in the summer. That would give us the opportunity, if we
chose to, to increase prices, whether it's later this year or next year or the year after. We did reduce the music recovery
tee in December, right, so it was something that didn't seem to get picked up by many people. But we had to make sure
that we didn't over-recover the fee. There are rules in the merger order on what we can do in recovering rovalty costs,
and so we had to make an adjustment to the fee in December to make sure we didn't charge too much through. So that's
affecting ARPU a little adversely this year.

Now, we are selling more data services, right? So the satellite platform is just a digital platform. It's Os and Is, and we
can carve up the bits any way that we think is appropriate for the business. So far, we believe that allocating most of
those bits to audio program is what's going to generate the greatest amount of revenue and 1 think we've seen good
results in that. But all that being said, there are a lot of value-added services that you can draw on top of that for very
little cost, so offering traffic services, offering sort of information services like sports scores or, honestly, weather
mapping. There are a lot of ancillary services to offer through allocating some of those bits to digital, and that should
help enhance revenues a little bit.

We have a push going on to continue to get more people to take the $2.99 streaming password. With the plethora of TP
connected devices that are in the market now that will continue to come into the market in coming years, whether it's a
smartphone, your television set, or your toaster, all of those things — if they can take a speaker connection or a way to
listen to satellitc radio — what we have always — wc've been strcaming onling for, T think, almost scven years now, and
the idea is really Sirius everywhere. We're relatively agnostic in terms of transmission platform. What we sell is Sirius
XM branded programming for $12.95 a month, and for an additional fee. you have the convenience of being able to
listen to it anywhere you want. And so selling tratfic services, Internet services, more best of programming should help
with ARPU.

Analyst, Credit Suisse

Talk a little bit more about your content. I think recently you re-upped with the NFL and Howard Stern. How important
are these content agreements to the business? And perhaps you could describe any other important content agreements
that are coming up for renewal.

David J. Frear, Executive Vice President and Chief Financial Officer

So [inaudible], you've got entertainment product content's incredibly important, right? And it's all about what you hear
when you turn on the radio. It's not really about the gadget or the technology. So our music program is important, and
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our top programming is important, as well. But I know, for me, slowly but surely I've come to love the fact that I can
listen to CNBC when I get in the car. 1 don't stop listening to it when | leave the house in the morning. And the same
thing can be said with many channels on the service.

So we want to offer a broad-based platform of content that we believe, from a radio perspective, that our content is
unparalleled. We don't think there's anyone in North America that offers as good a value proposition as we do for
content. There's been a lot of talk about the Internet radio competition. There's a lot of buzz going on with what the
auto companies are doing with Pandora, with the Toyota announcement with Pandora today. MOG is going to be
included in, I think, the Mini line of BMW. And it's important to remember — and I'm sure you're going to have a
question later on this, but it's important to remember when you're looking at that, is that those are. today, music
scrvices. That's great. They're great for what they arc.

We are radio, and so as vou think about what you've known to be radio through your lives, vou'll roll your way through
the AM and FM dial, and you're deciding whether vou want to listen to traffic, weather, sports, talk, one form of music
or another. And satellite radio is the same thing. It's just got a lot more of all of those than anybody else.

Analyst, Credit Suisse

Okay. Maybe talking about sort of expenses a little bit more broadly, you've taken a substantial amount of fixed costs
out of the business since 2008. Can you walk us through some of those kind of cost reduction initiatives? And have you
fully harvested the synergies from the XM merger at this point?

David J. Frear, Executive Vice President and Chief Financial Officer

So I'm going to spare you some of this. The last time I was asked this question, it was in the deposition. [ gave a
six-hour response to it that constituted over 300 pages of testimony. There isn't a single part of the business where there
weren't synergies to be garnered from the merger. And it was actually getting the synergies wasn't very difficult, that
we got a merger approved, we picked the managers, and then we said, hey, it's August. Go do your budget. Here's
where you are today. Tell us where you're going to be at the end of the year. Then tell us where vou're going to be in
another 12 months, and that's our integration plan.

And every single contract was — as it came up, because a deal's a deal, so what comes up, it's a deal. But as every
contract came up — it doesn't matter whether it was content or buying printing supplies or legal services or accountants
—every single one got done as if it were new, and we banged our way through it. There is still some left to do. So it
took a couple of years to get the subscriber management systems integrated, and that took place just in November, so
now we have the opportunity to shed extra servers, storage arrays, maintenance agreements, software license
agreements, rack and co-lo space for those things, developers who had to maintain two different sets of code. We still
have, to your earlier question, content arrangements that are coming up in two, three years. NASCAR is in its final
season, so in November, the current deal is over, and I'm very hopeful that we'll find the right balance of value with
NASCAR to continue the programming when the scason starts again next year in February.

The year after that — well, really middle of '13, the Fox News contracts come up for renewal. Same thing, Fox has
obviously great programming. They do a fine job, and we're hopeful again of finding the right balance of value. The
NHL and baseball aren't up until 20135, long way out in some ways, but certainly in our planning horizon, and we look
forward to finding a good balance of value with those two leagues.

And another onc worth noting is the GM agreement that has actually alrcady been rencgotiated. We rencgotiated the
GM agreement Christmas of '08. There were some changes in economics that started in January of '09, but really the
restructuring of the economic relationship between GM and Sirius XM goes into effect October of 2013. And so, again,
as things come up — there are other auto agreements that come up from time to time or new services that we start to
launch that aren't covered by the existing agreements, which gives us the opportunity to open them back up and seek to
optimize the cconomics.
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Analyst, Credit Suisse

Okay. So it seems like you're going to grow revenues in sort of a healthy way this year, and maybe there's still some
expense synergies to be garnered, and you're guiding to a little over $700 million in EBITDA for this year. Do vou
think there's opportunity for upside there? How would you describe your confidence in hitting those targets?

David J. Frear, Executive Vice President and Chief Financial Officer

Well, you know, the guidance is the guidance. So we gave guidance for $715 million in EBITDA, and that's what we
expect to do. We also have said that the 22% CBITDA margins that you saw in 2010 should grow to over 40% at
maturity. We haven't said when maturity comes, but part of getting there is not only continuing to grow the revenues,
perhaps continuing to improve the ARPU. but also continuing to go back through, and as all these different contracts
come up, continuing to bang away on them in the next few years in the same way that we have in the last few years.

Analyst, Credit Suisse

Okay. Switching gears a little bit here to your satellite fleet, what does the entire Sirius and XM fleet look like today”
How many satellites do you have in total, and maybe can you describe the Sirius satellite development roadmap going
forward?

David J. Frear, Executive Vice President and Chief Financial Officer

So we have two platforms, the XM platform and the Sirius plattorm. And for the moment, radios built for one platform
cannot hear the signals from the other platform. So the XM fleet has two operating satellites and a recently launched
sparc, and then also has the original two XM satcllites that have a few years of life on them that cffectively function as
spares, as well. The Sirius constellation is currently — it started with three satellites that are, as opposed to
geosynchronous, sitting on the equator, which any of you who follow satellites are familiar with, but the original three
Sirius satellites actually operate in a figure eight orbit that's running north-south from basically the horn of South
America up to the Hudson Bay. And we are replacing that constellation. We believe those satellites will function just
fine through at least 2015. But we launched SIRIUS 5 as a geosynchronous satellite about a year-and-a-half ago, and
we will launch SIRIUS 6 as another geosynchronous satellite in the fourth quarter of this year.

The XM-5 satellite that was launched a few months ago actually has the ability to serve as a backup for both
constellations. So, long term, what you should expect to see is two XM satellites, two Sirius satellites, and one spare
that can cover either side. With the launch of SIRIUS 6 in the fourth quarter of this year, we aren't expecting to spend
any additional money building satellites until about 2017, when we will begin to plan for the replacement of XM-3.
And right now, XM-3 probably nceds to be replaced around 2020,

Analyst, Credit Suisse

Okay, and so where does CapEx decline to? What is sort of the right way to think about maintenance CapEx following
this last satellite launch?

David J. Frear, Executive Vice President and Chief Financial Officer

So maintenance CapEx, you should think of around $60 million a year. And it should be in that range for 2012.
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Analyst, Credit Suisse

Okay. T guess switching gears to new products, can vou talk a little bit about STRTUS XM 2.0 and just explain what this
is and what are some of the new features that subscribers will be able to access?

David J. Frear, Executive Vice President and Chief Financial Officer

Well, in SIRTUS XM 2.0, we'll put up more programming, right, that we can — we'll add some channels. We think in
adding these channels, we'll be able to address in markets that we have not done as good a job addressing in the past.
So, for instance, the Hispanic marketplace is a tremendous opportunity in the U.S.. so we'll improve and increasc our
Hispanic programming. We'll also offer more features and functionality for both IP subscribers as well as satellite
subscribers, the enhancements of pause, rewind, and record functionality, electronic programming guides. the
opportunity to have TiVo-like functionality in the device where you can schedule what it is you'd like to record and
listen to. And so we should have more to say on that as we come into the fourth quarter.

Analyst, Credit Suisse

Okay. Okay. I guess you touched on this topic carlier, but there's been some press recently about the threat from
Pandora. How do you folks view that? It's obviously not an incremental positive out there, but do you consider it a
serious threat, and if not Pandora, what — how do you think about the competitive landscape?

David J. Frear, Executive Vice President and Chief Financial Officer

So it's definitely a threat, right? We believe that we operate in an intensely competitive market, and we don't believe
anything's changed about that in the nine years that we've been in business. Terrestrial radio is a dominant position in
audio entertainment. There are 235 million people that listen to it every week. That's a lot of people, and it's a lot of
brand loyalty. Now, we've managed to carve out sort of 35 million, 40 million people who are regularly listening to
satellite radio, and we think we've done a good job at that. But Internet radio has been around since the mid-90s.

Now, you could argue that in the early days, that. geez, it really wasn't very well distributed, it was hard to get to, there
were technological reasons why people couldn't get to it. Well, all those are gone now. So broadband has been very
well penetrated in American households for a few years now. And smartphones are up to, as I said before, 60 million in
the U.S. and growing rapidly. So there's plenty of opportunity for people to listen to Internet radio.

It's interesting to look at Pandora, which is the biggest brand in that sector, this is what they're choosing to do, so
they've moved away from simply — from a couple things. One, they seem to be moving away from a subscription-based
product, right, so when you read their documents, listen to their statements, that they believe that advertising is their
future. Okay. So that puts them — we're a subscription-based product — so that puts them squarely in the realm of
competing for the terrestrial radio ad dollar, right? So I get that. It makes a lot of sensc.

They've moved away from just the music recommendation engine, and they are offering genre-type channels. and in
fact the Toyota announcement that's been out on that in their Legends & lcons marketing effort is all about linking up
cars to genre channels. Well, okay. So genre channels with ads, sounds kind of like terrestrial radio. And we've done
pretty well competing against a free ad-based curated content music service, right, which is what terrestrial radio is. So
it looks to me like Pandora's business plan is taking them closer to terrestrial radio, and if we're going to compete
against that. I feel pretty good about it.

I wonder, though, as I look at a lot of the other services that are coming out, where this is really going. And it may be
that it's going to just compete against radio. But more and more of these services, to me, are beginning to look like
things that are going to compete with music sales, and so vour personal music library, that a lot of what I see going on,
scems to me it's wherc's it going to be stored. Instead of it being stored on the device in your pocket, is it going to be
B
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stored in the cloud? And I don't think vou care. I think what you care about is when you turn it on, you can hear what
you want hear. And as long as that functionality is provided to you, that you're going to be happy with it.

A lot of the new services that are being launched seem to be pushing that way. They seem to be business plans going
towards music in the cloud. And, again, radio has competed against personal music collections for decades — 50, 60, 70
years. And we certainly have competed against personal music collections, in probably the most intensive change in
personal music habits, with the launch of iPod. It launched in 2001, and so did we. So we worry about it all the time,
serious issue, but I like our chances.

Analyst, Credit Suisse

Okay. I'll open it up for questions from the audience in just a second, but maybe, David, could you talk a little bit about
leverage? And you're at about $2.5 billion in net debt right now. You're roughly four times levered. You stated your
long-term target is about three times. EBITDA is growing. So is the right way to think about it you're basically going to
grow into your leverage target?

David J. Frear, Executive Vice President and Chief Financial Officer

| think that's right. So we had $715 million in guidance. And | think if you look at most people's models for debt and
where the cash would b, that you kind of get to that target of three times by either the end of this year or early next
year. And so we'll definitely grow into it and grow into it pretty rapidly. And then, from then on, the question is, is
well, what are you going to do? Now you're at your target. Are you going to use your cash flow to retire debt, or? And
it's probably going to be the "or," that we'll keep the debt and we'll work on distributions to shareholders.

Analyst, Credit Suisse

Do you want to cxpand on that just a little bit? And arc you thinking about that in tcrms of a dividend or a sharc
repurchase, or any thought on that philosophy there?

David J. Frear, Executive Vice President and Chief Financial Officer

The board hasn't had that discussion. We'll certainly have it. I think that there's — at least in the near term, it's likely to
be more cfficient for sharcholders if we do it through repurchascs, but we haven't had the discussions.

Analyst, Credit Suisse

Okay, great. If anyone has a question, please go ahead. Yeah.

Q&A

<Q>: I know at the end of the day it doesn't mean anything, but do you guys think about reverse splits, that $5 rule or
whatever it is with brokers, that sort of thing?

<A - David J. Frear, Executive Vice President and Chief Financial Officer>: I might be bound by my history. I've
had this job for eight years, and people have been asking me about it for eight years, and T can't come up with a good
reason to do it. [ know it gets me a higher stock price. It doesn't really improve my liquidity. It doesn't really improve
my access to the markets. I don't think it's going to broaden demand from institutional holders. And so when you think
about the risk of — we have 900,000 stockholders, and if a bunch of retail sharcholders decided they didn't like owning
fewer shares, there's risk with them just trading off the stock for something that — you're right. It doesn't matter. So 1
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can't come up with a good reason to do it. and so we probably won't.
<Q=: |Question Inaudible]?

<A - David J. Frear, Executive Vice President and Chief Financial Officer>: You know, I'm just not hearing that
it's an impediment to interest in the stock, and so — there are lots of rules. There are the House rules that say institutions
can't buy sub-3$5 stocks, and yet every institution I ask says no, we waive that rule all the time. So at the margin, there's
2ot to be an inefficiency. but in general. I just can't come up with enough of a positive to justify taking a risk.

<Q=: Anyone else? Yeah, go ahead.

<Q=>: Does the $60 million in annual maintenance CapEx include a deferred number — is that the cash number, or that
includes a deferred number for the licensed satellites?

<A - David J. Frear, Executive Vice President and Chief Financial Officer>: That's a cash number. Now, there arc
some continuing in-orbit incentives, and this is what you might be talking with, with satellites is that the satellite
contracts frequently put — a big part of the profit margin from the manufacturer is based on whether or not the satellite
performs according to specitications in orbit. So I think $60 million is a pretty good number overall. And in any given
year, depending on the projects we initiate, we might be a little over or a little under once you include the satellite
incentives, as well.

<Q>: Can you list the top five most popular channels?

<A - David J. Frear, Executive Vice President and Chief Financial Officer>: Well, let's see. I think it pretty much
tollows what you would expect to find, that the listening tastes of our subscribers are not materially different from the
general public listening to the terrestrial radio. So Power is a very popular channel. Your Top 40 channel is a very
popular channcl, right? And so if you were to look at listening, 1 think it would largely break down along the same lincs
as terrestrial radio. Different question is to what drives subscription, right? And frequently, subscription is driven by
how people think they might use the product as opposed to how they actually use it.

Analyst, Credit Suisse

Anyonc clse? Okay, great. David, thank you so much for joining us today. That was tcrrific.

David J. Frear, Executive Vice President and Chief Financial Officer
Thank you.

Analyst, Credit Suisse
Thanks a lot.

This transcript may not be 100 percent accurate and may contain misspellings and other inaccuracies. This transcript
is provided "us is", withoui express or implied warranties of any kind. Bloomberg retains all rights (o this iranscripl
and provides it solely for your personal, non-commercial use. Bloomberg, its suppliers and third-party agents shall
have no liability for errors in this transcript or for lost profiis, losses, or direct, indirect, incidental, consequential,
special or punitive damages in connection with the firnishing, performance or use of such transcript. Neither the
information nor any opinion expressed in this transcript constitutes a solicitation of the purchase or sale of securities
or commodities. Any opinion expressed in the (ranscripl does not necessarily reflect the views of Bloomberg LP.

© COPYRIGIIT 2011, BLOOMBERG LP. All rights reserved. Any reproduction, redistribution or retransmission is
expressly prohibited.
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MANAGEMENT DISCUSSION SECTION

John Janedis

Good morning. Welcome to 39th Annual UBS Media and Telecommunications Conference, the longest-running
conference in Wall Street. To kick us off, please weleome David Frear, Executive Viee President and Chief Financial
Officer of Sirius XM. David?

David J. Frear

Good morming, everybody. Thanks for taking the time to come in. | know many of vou have seen this story before, but
I'd like to do — hopefully, you won't find it as too much of a remedial exercise but 1 think it's important to put some
perspective on where the company is and what we've come through. We see ourselves as being in an intenscly
competitive environment and its been that way for a long period of time that as you can see form the slide, that Intemet
streaming is actually much older than satellite rdio is.

And as we have gooe through sort of a real incredible 10 years, especially the last 10 years since satellite radio began,
iPods were introduced, HD radio came out, that MP3 connectivity came to vehicles, smartphones — nearly 100 million
on the road in the United States today becomes an enabling technology for Internet radio. And it's just an incredibly
competitive environment.

And the slide leaves off AM and FM radio, right? AM and FM, free service, in 235 million cars on the road today, so
really an incredibly competitive environment. But we seem to have thrived in that environment. That in the |0 vears
since launching service, we've managed 1w carve out about 15% of the mdio revenoe market for ourselves and we think
that's very, very good performance.

As we sit here just as an individual company., this year, we're sort of neck-and-neck with Clear Channel for being the
largest radio company by revenues in America. I'm optimistic that next year that we will, in fact, be the largest radio
company in lerms of revenues in the country.

Part of what gets us there is we think we have a better revenue maodel, that most of the radio business plans that you see
arc advertising based. We have an advertising component to what we do but we arc really driven by a
subseription-based service and we've done a fantastic job of monetizing the listening that we get. And as you'll see, as [
run through the presentation, that monetization just doesn't occur at the top line, it drops all the way down to free cash
tlow,

Just looking at subscription mdio, we've found a way to attract subscribers in a scale that nobody clse has matched.
There's a lot of versions of subscription mdio among the Intemet services in particular, None of them seem to have
found broad-basc customer acceptance that they're mostly music listening services. And generally, what's really
working for the guys in Internet radio is a premium model, the 21.3 million subscribers that we have amassed through
radic listening provides us, we think, with an incredible competitive advantage going forward,
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The success we've had in amassing scale and in monetizing is driven 100% by the content. We've put up an incredible
array of music, talk, news and sports. It's not a music listening service. It is radio as we've all known radio to be. And
we've just done a better job by virtue of having these subscriptions, having our advertising that we've done a better job
of putting up a compelling line-up that's available to everybody in the country who wants it.

Now, we've had that program and it hasn't changed a lot over the course of the last several years. But what's gotten us
to where we are isn't necessarily going to be enough to keep us going forward. So we continue to invest in what we
bring to subscribers from a programming perspective as well as a technology perspective.

So the programming side of things that we've recently introduced a suite of Latin channels to better address the large
and growing Hispanic marketplace in the country. We continue to improve our online offering. We actually have been
offering service online for about seven years now. And that previous slide where you saw the subscriptions compared
to other offerings. if you were to look at just Internet radio subscriptions in the United States. I believe we're far and
away the largest player in that market although it's a fairly small market from a revenue perspective.

We've expanded the functionality that we provide to our subscribers through the smartphones as well as tablets. That
what we find overwhelmingly is that consumers don't necessarily want a separate online streaming service that they're
going to pay a subscription for. They love the premium versions, lots of listencrs but gencrally very difficult to
monetize. What smartphones represent for our subscribers, an extension of functionality. They come to us for the
programming. They overwhelmingly come to us for satellite radio subscriptions and then we find that many of those
subscribers are interested in extending their listening environment beyond the car or beyond a radio they might have at
home and they use it on TP-based devices in the office, at home, as well as when they're out on the street.

With the launch of 2.0, we'll continue to expand the programming features and functionalities that we offer to
subscribers. The new channcls that 1 showed you a fow minutes ago arc part of that, that cxpanding the online content
is part of that, offering additional functionality including access to on-demand content will be part of the future for our
subscribers as well.

Where we brought the company to over the course of the last 10 years is now one of the largest subscription media
companies in the country; only Comecast and Netflix are managing more subscription relationships everyday than Sirius
XM is. We've seen a lot of consistency in the behavior of our subscribers over time. They love the service. The chumn is
very low that at 1.9% per month. it rivals the satellite TV guys and significantly better than other premium content
services that people are familiar with.

All of this adds up to a really consistent record of demonstrating growth. And through all sorts of economic
environments that we've all lived through 2008 and '09 and yet through the extended recession, that we continued to
grow our base, the decline in subscribers from 2008 to '09 is solely related to the inventory of trials related to new car
sales. If you were to look at the self-pay subscribers underpinning these numbers, you would see that we grew self-pay
pay subscribers from 2007 to 2008 to 2009, they continue to grow today.

Driving subscription growth is something that drives revenue growth in the six years since 2006 and running through
the guidance we've provided. Next year, we will more than double sales as you can see from this chart, that $1.7 billion
added to our annual revenues from 2006 to 2012. And honestly, a great job running cost-effective growth is actually
delivered nearly that much in terms of EBITDA improvement, that the $1.7 billion of revenuc growth has turned into
$1.5 billion of EBITDA growth.

The merger of the two companies was certainly very helpful in terms of being able to squeeze out cost efficiencies. We
continue to deliver on those efficiencies today. But T often get asked, "Where are you at synergies?” and while most of
them are already in the numbers, there's still a few left to go. That the General Motors contract, which was renegotiated
shortly after the merger, the original GM contract ended in the fourth quarter of 2013 but we renegotiated that contract
back at Christmas of '08. new terms go into effect in October of 2014. While it's confidential, I can't talk about the
terms of any of the automotive agreements. you should think about the change in terms as being something that's
material to the continued EBITDA growth of the company.
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We still have additional programming synergies that we'll be able to explore with our programming partners over the
course in the next few years. This year, we had a new contract with — Howard Stern was in place for the full year.
Howard will be here for another four years. He's been a fantastic component of our business. We have new agreements
with the NFL who's been another great partner, that the new NFL contract went into effect with the season in August,
And most recently. we extended our agreement with NASCAR, which ended when the season ended just a couple of
weeks ago and we're in a new multiycar agreement with NASCAR.,

As you look to the future, we've got a couple other contracts from the premerger days with Fox News. We'll have an
opportunity to talk to Fox about those contracts in mid-2013. And then the baseball and hockey agreements which are
the last of the premerger agreements. They're still a few years to go but we'll have an opportunity to talk to both of the
leagues in 2015 after their scasons arc up about continuing rclationship with both of thosc and with programming that
our subscribers love.

We've taken this EBITDA growth and we have dropped it down to the free cash flow line as well. Now here, you can
see that with declining capital expenditures, that $1.7 million (sic) [billion] of revenue growth from 2006 to 2012 has
turned into $1.9 billion of free cash flow improvement. The free cash flow story is probably nearest and dearest to our
hearts, we think it's what really drives shareholder value. That we've got a nice confluence of events going that we still
have healthy growth in subscribers and revenue.

We're doing a good job at cost control. And as I'll show you in a moment that leverage is coming down, interest cost
will be coming down. Capital expenditures are declining that we're near the end of the satellite replacement cycle for
the company, that in JTanuary T believe it is — we're still trying to work out the final Taunch date with Tnternational
Launch Services — but we'll launch the Sirius 6 satellite, that is the last of the replacement Constellation satellites. And
we'll have a bit of a holiday on satellite capital expenditures until probably late 2016. The replacement cycle for the
XM satellites will be roughly 2019, 2020. For the Sirius satellites, it will be in sort of the 2023 to 2024 timeframe from
a launch perspective.

So what it gives you is about four years of very little in the way ot satellite capital expenditures. And with the growing
EBITDA. declining capital expenditures, improving interest cost. it really foreshadows great growth in free cash flow
and additionally, no taxcs. All right? So we probably won't absorb all of our NOLs until the very late part of the decade
and so you can think of the next several years as having no taxes.

Now, as you think about future growth, we think it's important that you bear in mind what we've been able to do with
the automakers, That we're the only company that we know of that has been successful in going out and integrating a
consumer electronics product in the dashboard of every vehicle manufacturer in the country. That six years ago, we
were penetrated 20% into new car sales, that has grown to about 65% at this point.

We don't anticipate significant increases in the penetration rate from here, we're happy with where it is. It may bounce
around a little bit with the mix of sales among the automakers, that the U.S., European, Korean manufacturers tend to
be higher penetrated in production than the Japanese manufacturers. So as you watch market share move around a little
bit, you may see this fluctuate slightly, but it should stay right about where it is.

Now, I think it's a pretty good thing being in nearly two-thirds of automobile production. I don't have any great insight
into what car salcs arc going to be next year. We follow 21 people who put out cstimates of car sales. We can tell you
that since June that 12 of those 21 have updated their estimates, they have all updated their estimates and revised
downward their outlook for 2012 sales.

One initiated, the University of Michigan I believe it was, at 13.5 million for next year. One Wall Street firm has
constantly reissued its 2012 forecast at a constant 13.9 million and seven people, mostly automakers, haven't updated
since June. they're generally in the 14.3 million range. My betting is that when they do update, they'll probably update
downward from what their current estimates are.

The overall average of evervbody out there is right now around 13.6 million, 13.7 million. Where it's going to come out
I really don't know, we'll see in the next month. 1 thought November sales were great, that being up over last year at —
where was it? About 13.4%. 13.6%, I think, is great. But most notably, consumer sales were up 18% year-on-year,
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which is a number that we tend to look at that spikes or fall off in fleet volume doesn't have much of an impact satellite
radio subscribers but growing consumer sales is a very good sign for us.

Depending on what you think the shape of the curve is for the automotive recovery, where you think U.S. auto sales
will ultimately get to, you can run the math and get a pretty good sense as to where our enabled universe is headed. So,
one of the ways to think about us might that we're still in a build-out phase. When we launched satellites while we
might have been able to cover all of the 48 states with [ph] 3-9 (16:37) service availability that we really didn't cover
any cars because none of the cars had radios in them.

So we had a launch service through the aftermarket at Best Buy. Radio Shack, Circuit City, get somebody to go out,
buy a radio, install it. It sits on the dashboard. You got wires and things like that. It was great, a great product, a lot
people really liked it. We did well on it but it's not very easy, is it? It's a lot easier when you buy that new car, you open
the door, you turn on the radio or you turn on the car and you push a button and it's playing.

And so where we are today is there are about maybe just a little less than 40 million cars that have been manufactured
with a factory-installed satellite radio. There's probably 3 million of those that are still sitting on lots, waiting to get
sold, just normal inventory in automotive. So you've got 37 million on the road today.

Well, if you take that 65% of automotive sales and just kind of run the math for whatever you think automotive sales
are going to settle out at — if you think you're going to be 14 million a year, 15 million a year, we'll have our 65%.
You're going to run through the next within about three years or so that the enabled universe of cars with the satellite
radio on them will exceed 70 million. By the time you get to the end of the decade, there will be 100 million cars on the
road with a factory-installed satellite radio.

To me, that reminds me a little bit of cable back in the mid-80's. When they're still building out neighborhoods, they
were still the analyst following, we're talking about homes past and what the penetration of homes past was. So as we
head towards 100 million cars on the road that we think there's a great opportunity for long-term subscriber growth
here.

As you think about the competitive environment, | want you to bear a couple of things in mind — that there are already
235 million cars on the road with an AM and FM radio. That's going to continue to be an intensely competitive
environment. There arc 95 million smartphones on the road today. In many of the cars on the road today, not all yet, but
many of them have an aux-in jack in the car. It's pretty easy today to take vour smartphone into the car, plug it in, and
use your Internet radio service if that's what you want to do. As it turns out that we still seem to compete very well
against both of those products, the AM and FM radio, as well as Internet-radio-enabled smartphones despite the fact
that we only have 37 million cars on the road.

Now there is a firm IHSI supplier global that came out with an estimate of connected car, I can tell you connected car is
coming, right? So we know it. We think it's great. We think there are a lot of service opportunities for us in connected
car. Connected car will — according to IHSI and I think it's a pretty good estimate — that by 2018, somewhere around 28
million cars on the road will be connected. They'll have easy IP connectivity available on a built-in product. So when
you're coming out towards the end of the decade, you'll have 235 billion AM and FM radios on the road. You'll have
100 million satellite radios on the road and there'll probably be solidly over 30 million cars on the road that are
connccted and arc capable of reeciving IP scrvices.

I like our competitive positioning. I think we've done well competing against these technologies so far. I like the
industrialization that's going on for us and the opportunity it gives us to continue to sell into the new vehicle market.
And increasingly, we're going to find that used car sales are a great opportunity for growth for us. That when you look
at car transactions in the country, there are 50 million cars sold roughly in the United States every year. Only 13
million, 14 million of those are new cars, the rest is used. So as these 37 million cars that we have today move out of
first car ownership and into the used car market, we're going to have an opportunity to acquire additional subscribers in
a way that isn't reflected in our numbers today.

All right. So along with all this growth comes improving leverage, all right”? So you can see from this and over the last
few years that we've gone from being something in excess of seven times levered, brought it down pretty quickly to
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less than half of that at the end of the third quarter based on the guidance that we've provided to the market that we will
be about two times leveraged in terms of net debt to adjusted EBITDA by the end of next year.

And that opens up lots of opportunities for us. That would tell you that we have a lot of strategic flexibility that's
generating a lot of cash flow. It's an opportunity to perhaps be more acquisitive if we can find something interesting out
there, looks like a good value. adds to our value proposition in some way. It's an opportunity to return capital to
shareholders and that certainly provides us with a great cushion for when things go wrong in a world we all know that
that happens from time to time.

We've really driven down borrowing cost rapidly in the course of the last few years. But you can see it from the slide
that on the depths of the recession, February '09, 15% secured debt with a huge equity component that — you're
welcome, Mr. Malone and Mr. Maffei — that we've cut that in half the — our long bonds are now trading below 7%. And
I think that there's an opportunity for us to continue to narrow the credit spread, implicit in those numbers as people see
us realize the growth, realize the free cash flow and realize the reduced leverage.

When you kind of add all this up, all right, and you have good solid consistent long-term subscriber growth. You have
the same thing coming through the revenue. The management team has shown you an ability to manage cost well so it
comes down to EBITDA. Intcrest expense will be coming down, capital expenditures are dropping significantly that,
again, in the absence of the satellite spending for the next four years, you'll probably see them in the range of $70
million. No taxes to pay. one of the nice benefits of having NOLs, and what you get is a great free cash flow growth
story for quite some time.

We liked the way we stack up from a competition perspective. We understand the world is a competitive market. We
think it's a great thing, great for consumers. We think our satellite delivery system, despite connected car, despite 3G
networks, 1s a great competitive advantage.

Listening to the radio on your smartphone is probably not one of the most innovative uses of your smartphone, all right.
There's a lot of things we can do with a smartphone beyond listening to radio. While listening to radio is fun, that we
think broadcast spectrum and broadcast technologies have a lot of meaning in a world where data plans are becoming
the norm, and data plans, by their nature. by the cost structures of the industry, should be variable. The more you
consume, the more you should pay. And from that perspective, broadcast becomes an incredibly efficient way to
offload applications that are very heavy on network utilization.

Curated content is not going away, the idea that everybody wants to always find the one thing that they want to do, with
no help from anybody else, doesn't make any sense. That none of us, live our lives that way. Our newspaper is curated
content, it doesn't matter whether you get it online, or whether you get it in print. Yahoo, MSN, they are — AOL, are all
homepages that are curated content. The Huffington Post is curated content. The broadcast networks are curated
content, your cable system, you satellite television system, it's all curated content.

So we believe that it is a consumer convenience, and consumers value organizing content whether it's organizing
music, organizing news, organizing talk, sports, whether you organize the programs during the day by what shows at
what hour, or whether you simply tell them what channel it's on and what's on that channel at what time. It's all a way
of adding value to subscribers and we just don't see that going away.

Our agreements with the automotive companies are all long-term agreements that we have new chipset technologies
that the auto companies will be adopting over the course of the next couple of years. That great relationships there and
long-term OEM agreements are a very strong asset of the company. The $8 billion of NOLs we have will clearly
benefit sharcholders. The subscription model we think is a great way of doing business, we saw how it protects the
downside associated with revenue and operating performance in the midst of one of the world's worst recessions any of
us have ever seen. And it will continue to pay benefits in the future.

And at the end of the day, we're doing one thing: we're all about satellite radio, all about what you hear when you turn

on that radio. There are additional features, functionalities, services that we add to enrich that subscription experience.

But in fact, the team is focused on delivering the very best that we can out of satellite radio, and that's what we think is
going to drive returns for shareholders in the long term.
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So with that, let me flip through the mouse print, disclaimers. And everything you could possibly want is on the radio
so it should all run out and get one right now. Thank you. Questions?

Q&A

<Q - John Janedis>: As you think about questions, let me ask you — is that a question? Okay. David, can you talk a
little about your pricing strategy and implications on subscriber growth, churn, other metrics?

<A - David J. Frear>: Surc. So when you raise prices, you're going to suppress demand. Some people argue that that's
not true. I'm happy to have the debate with them, but | actually really believe it's true, that if you raise prices, you
suppress demand. That being said, what we are looking to do is maximize the revenues and free cash flow of the
company.

So we have a price increasc going into cffcet on January 1 that if - [ often get asked "What's the cffect of that going to
be?" Well, I would expect that we're going to, with the price increase, have lower conversion than of new car sales into
subscriptions than we would if we didn't increase the price. I would think that we're going to have higher self-pay chum
with the price increase than we would if we didn't increase the price. But at the end of it, | think we're going to end up
with more subscribers, more revenue and more free cash flow after doing the price increase than what we have today.
So it's a good thing for the busincss.

It's tough to gauge. I get asked, "Well, how much churn is it going to generate?" It's almost impossible to know the
answer to that question. That we've got thoughts on what it might do, that one of the things that we know for sure is
that it's much easier to keep a subscriber that you have already converted than it is to convert a subscriber. So we'll
work hard to retain every subscriber that we have today including through managing through a reaction to increased
prices. We've begun notifying our customers now of the price increase. That the notifications go out based on renewal
dates so the monthly subscribers have been notificd. That the subscribers whose quarterly, scmiannual, annual,
two-year, three-year plans that rollover in January, that they've been notified.

We haven't seen so far a much of a response to the increase. We haven't seen a significant upswing in complaint calls or
anything like that but it hasn't hit the credit cards yet, right. So some of the billing statements are out but 80% of the
self-pay subscriber base is on credit card or debit card and we'll probably see the reaction come more after it hits the
cards than in advance. But so far, early returns are good.

In terms of long-term pricing strategy, one of the things that we have to bear in mind is that because most of our
subscribers pay us in advance and not just monthly in advance, they're paying us a year or more in advance, over half
of'the self-pay base is a year or longer in terms of advanced payments that when you change prices, it actually takes a
while to work through the base. Tn fact, it takes about 18 months for price changes to work their way fully through the
base of a company.

And so whilc we haven't made any decisions on it when cvery price inercase takes 18 months to roll through, it's kind
of hard. We've often been asked, "Would you do annual price increases?" Well, it's sort of hard to do annual price
increases if it takes 18 months to roll through and think about it especially. for many of our subscribers, about 20% of
them have a second. third, fourth radio. So and they don't necessarily renew at the same time. So it you have one radio
that renews in December, you have another one that renews in June and then if we're increasing prices annually, we're
constantly sending you letters, notifying you of price increases. So while we haven't addressed it in terms of any firm
policy, that kind of cadence of communications with our subscribers will probably help inform our pricing decisions
going forward.

This is the first base price increase that goes across the board since we launched service 10 years ago. There's been a lot
of programming that's been added, a lot of features and functionality added to our subscribers. Generally, | think if you
look across the media landscape, you'd find a significant level of price increases over the course of the last 10 years, so

we do believe that this will go through, i1t'll do well with our subscribers and then we'll consider price increase
strategies in the future.
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<Q - John Janedis>: Thank you. Any questions from the audience?

<Q>: I was just wondering as far as what's the status, when you expect to have 2.0 fully rolled out and what the status
of Links is at this point. [ wasn't sure if Best Buy or if it's actually out at retail at this...

<A - David J. Frear>: Sorry, the status of what?
<Q>: Of the Links, the new hardware product?

<A - David J. Frear>: 2.0 is a sort of a serial rollout, all right? There are multiple components to in and it's in part
programming, it's in part features and functionality from on the LP product set, it's in part changes in chipset
technology, features and functionality on the satellite radio part of the service.

So I think as you look at it. the 2.0 chips will go into their first car in the middle of nexr year with model year 2013
that'll bring it to thc OEM market. We'll have a retail product out shortly that has the 2.0 functionality in it. The relcase
of our — released it on the IP platform also should come shortly. But then what you should expect is that there'll be sort
of an initial launch of it and then we'll continue to roll our more and more features with it.

So, for instance, the availability of on-demand content that the — how much is available to bring down will continue to
expand over time. So some of the 2.0 is already out there, all right, the Hispanic channels are out there that the — we
have a product at retail now that picks that up as we — it'll be a little while before that chipset gets rolled out into
automotive production, but you should think of it as an evolutionary introduction into the markets.

<Q>: As you go through contract negotiations with the content providers, what's the risk that you don't come to an
agreement on a certain content package? And what's the possibility that the content providers, say the NFL, could
decide just to offer their content directly to consumers through the smartphones and the Internet?

<A - David J. Frear>: Well, the content arrangements we have now with all of the what we call the third-party
programming providers, are not exclusive to wireless service today. so that they are free to go out and cut deals with
the wireless carriers, they're free to go out and offer their programming online. That we're just in the satellite radio
business, we understand that we compete against a lot of other stuff and that's okay.

One of the things that's changed a little bit is that when we were negotiating a lot of these contracts, six and seven years
ago, and we were streaming our scrvice online, we said to a lot of these programming providers, "Hey, let us
incorporate the audio feeds that we're providing across the satellite system into our online offering as well, so that our
subscribers can enjoy the same Sirius XM-branded programming package online that they get in vehicle."

Generally, several years ago, the reaction was, no way. That's tremendous value to us, we have our own plan, we're
going to make huge sums of money doing this. That's what they learned over the course of the last several years, is that
they can still pursue their own online initiatives, which continue to change as everybody continues to learn more about
consumer behavior on the Internet. But that, incorporating it into the Sirius XM-branded programming lincup docsn't
really compete with what they do at all. So in the new contract with the NFL, for instance, the play-by-play of all the
games is available on our Internet service now,

Now, not everybody has the same view. all right. So we go out, we ask for that, so most of the — I'm not sure if it's all,
but certainly most of the new services realize that we don't really compete with what they're doing online. We're not
showing video, all right. So the new services allowed us to incorporate it in a few years ago, the sports leagues are
beginning to roll in. And I think it's one of these things that as cach year goes by, we'll be more and more successful at
making it virtually indistinguishable to a consumer whether they're listening online or via satellite.

<Q>: Two related questions, is it technologically possible for you guys to feed Internet-enabled radio services through
the satellite infrastructure, And then a follow up to that, if so, have you guys entertained or considered or at least
evaluated what a commercial arrangement might look like for these Web radio services which are trying to get in the
cars? And as you said, if there are only going to be at 30 million cars at the end of the decade, there might be some
guys out there that want to accelerate that. And to the extent that Sirius can get some of those services onto their
platform, that might be content that costs you nothing because they're able to monetize through their ads or however
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else they do it.

<A - David J. Frear>: [s it technologically possible? It is, though I don't know why you'd do it that way, right. So you
can use satellites as a way of getting two points of presence on the Internet and although for the most part, while it's
technically possible, it doesn't seem that there's any real reason to do it that the Internet is basically a bunch of servers
and communications lines that — and the routes between them are largely logical routes as opposed to physical routes.
They operate on something called Open Shortest Path First for the most part.

And there's incredible redundancy, right. So as you send the packet, if it runs into a busy router, it bounces and goes on
a different path. So the further beauty of the Internet is its resiliency. All right it's kind of completely agnostic as to
whether or not the best way to get from this room to the next room next door is through a router that might be two
blocks away from here, or whether it bounces down to Miami back up to Washington and then ends up in the room
next door.

So I think that one of things that we're doing is trying to make it largely transparent to our customers, as to whether
they are getting the signal across the satellite system, a terrestrial repeater or whether it's coming in across the Internet.
For the most part they don't really care, all right, they just want to listen to what they want to listen to and we want to
give it to them.

So we've been streaming online for seven years, precisely because we believe in an IP-connected world definitely
coming. And so why not offer your subscribers the opportunity to listen to the same thing when they're online that they
can hear when they're in the vehicle. They don't really need to know, in fact in the vehicle that — does it really matter
whether it's coming in across our satellite spectrum, our terrestrial radio spectrum or the spectrum that a 3G network is
routing with an IP service? I mean, to the consumer they don't really care.

So, what we're looking to do is position ourselves from a rights perspective. as well as in terms of enabling
technologies in the radios with the ability for the service to be received from any of the above. Sure.

<Q>: Sorry. just a follow-up [indiscernible] Pandora creep (41:11) through Sirius XM satellites and. if that was even
possible, is there any sort of Web service arrangement that you might consider in the future? Do you know what 1
mean? The other half coming through Sirius effectively.

<A - David J. Frear>: Yes so — it wouldn't make — in my mind, I can't speak for Pandora, because I'm not them, right?
If I were over there managing that company. I wouldn't spend any time figuring out how I could get off the Internet and
get on to satellite. Pandora today, none of the Internet radio — it doesn't matter whether it's Pandora, Spotify, MOG,
RDO, pick anyone — none of them make any investment in anything other than the servers that send their service out to
content distribution networks.

They don't make radios. They don't make smartphoncs, they don't make computers. So the listening devices that those
services use are not made nor is their architecture influenced in any way by those service providers. They've got other
challenges in their business, it's probably best if they focus their efforts on those challenges and not on infrastructure
that probably isn't really going to change demand for their service very much.

<Q=: David, two follow-up questions on that. Do you think there is any difference in the competitive environment for
streaming 4G versus 3G? The first question. And the second related question, do you think it's important for you guys
to own your own 4G pipe or let just somebody else — the connected car concept, let somebody else figure it out and
you'll figure out what services to provide around that?

<A - David J. Frear>: So, first of all, right, we all know that 4G versus 3G are marketing terms, right? They don't
necessarily mean than any change has taken place in underlying network technology. But as the network technologies
improve, which is really what the question is about, there's no doubt that data networks in the wireless industry are
going to get more and more capable, right? You're going to deliver faster speeds, but they're going to figure out things
like streaming applications and what they do to network capacity.

Streaming applications are a nightmare for wireless network operators, but they're smart guys, eventually they'll figure
out how they can manipulate them in a way and maybe its caching technologies. | mean storage is cheap. And so
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maybe if you drip down a lot of content, leave it stored on the device that'll help offload the network.

At the end of the day, you're still going to have usage driving the cost. And it may be we'll get to a point where the
pricing plans to consumers that the amount they use is largely invisible to them and they'll be completely insensitive to
the applications and how much data they're using. I suspect that many people in the country will continue to manage
their wallets and if they can offload services that they will.

All that being said. our plan is to make our service available on all platforms. So to the extent that the IP platform
improves, to the extent that streaming applications are engineered to work better across wireless networks, I think we'll
benefit from that as well.

<Q>: Thank you.

<Q>: Thank you. I believe that Liberty has the opportunity to move to a greater than 50% stake in March. What's your
expectation on whether they would do that? And how much would they actually have to own in order to be able to take
advantage of some of the NOLs that your company has?

<A - David J. Frear>: Okay. So in terms of using the NOLSs, the tax code provides they need to go to 80%, right, in
order to tax consolidate. So that would be the answer to that. If Liberty wants to use the Sirius XM NOLs directly
they'd have to take their position up to about 80%. In terms of what arc their intentions with respect to going north of
50%, I really don't know, you'd have to ask Greg.

<Q>: Just two follow-up questions. Just curious, as far as Sirius 6 goes when that's in place and I assume maybe
operational in the second guarter or something like that, what will you use that additional capacity for? Is that going to
be part of the Sirius Constellation? I'm assuming so. And I was just trying to get a little idea of what you'll use the
additional capacity for.

<A - David J. Frear>: Sorry. The question started with SMH or...

<Q=>: No, no. I'm sorry, for Sirius 6, the new satellite. I'm just trying to get an idea what you'll use the additional
capacity for.

<A - David J. Frear>: Yeah. Sirius 6, it's not an expansion of capacity. It's effectively getting ahead of the end of life
for the cxisting constellation, right. So the Sirius 5 was the first replacement satellites that we launched that, 1 think
about two years ago. And Sirius 6 will be the second of the replacement satellites for the Sirius Constellation. The
original HIEO satellites now have an end-of-service life that is in roughly 2015 that in the satellite business, you tend to
want to get your replacements up a few years in advance of when your current generation's going to die. Y ou never
know, bad things happen sometimes with rockets. And so if you were to have a launch failure, or if a satellite
successfully launched in the function as intended, when it got to its on-orbit position, you still need time in the schedule
to be able to get a replacement up, so you tend to go up a couple of years early.

<Q>: Hi, could vou talk a little bit about conversion, range of conversion rates between different automakers, what's
the low, what's the high? And long-term, I mean, you could — I have a hypothesis that it's going to decline over time.
Do you agree with that? Do you think longer-term, you're going to see conversion falling and where do you think it
stabilizes, if you do?

<A - David J. Frear>: I don't necessarily see it falling, but it certainly fell as we increased penetration, all right. So
when you went from being in 20% of the cars or maybe converting 50% or so of the opportunities, and now that we're
in 65% of the cars, you're converting 46%, so it comes down somewhat. But I don't see it coming down in the
long-term. Now, if you were to go to standard, then yeah, [ would think that it would probably come down, if we went
into 100% of the cars, I think it would be less than it would be today.

The range, really varies, and it tends to move consistent with the price of the car, which is it tends to be consistent with
the incomes, all right? And so very high-end cars are going to convert at better rates than low-end cars. So for instance,
if we have some models that convert north of 70%, we have other models that convert below 30%. I think that on the
low end of the conversion, that it's not all explained by income differential. That we find that with some of the lower
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converting cars, that there are actually executional issues with those auto makers, all right, or there's something about
the car itself.

So there was a time when one of the auto makers, go unnamed, that put satellite radio into hearses okay. So the hearses
didn't really convert all that well. The work trucks in West Texas, right. They tended not to convert so well. They tend
to be pretty stripped down cabs, very few kind of features and niceties and so we found that some of those didn't
convert so well.

Sometimes it has to do with cadences of customer communication. So one of the things that we've worked very hard on
with the automotive companies is getting the IT systems integrated. T can't tell you how important it is to get a welcome
kit to a subscriber when the car still has a new car smell in it. You get a big difference in conversion rate if you get the
customer name and address and you start marketing to them within a couple of weeks of purchasing the car as opposed
to a month or so later. We've just found and the great thing about having 21 million subscribers and all these
transactions is that you get statistically significant samples of almost everything.

And so from a numbers perspective, there's been remarkable, statistical consistency. 1 joined the company, there are
120,000 subscribers. There's 21 million now. And we've just seen remarkable, statistical consistency across the years.

And so, for instance, in this area of conversion — if an OEM, I want to call it forgets, but if they forget to send us a sale
record, it's going to convert lower when we finally get it. We just know it will. And so going through the protocols of
establishing good supply chain hand-off between the auto company and Sirius XM has been a big deal. We've seen
major automakers improve their conversion rates by 4 or 5 percentage points just by virtue of getting files daily instead
of weekly.

Any other questions? We got a couple of minutes left. Sure.

<Q>: [ was just curious, do you break down at all on your subscriber numbers? How many are, or do you have any way
of knowing how many are used car owners versus new car owners?

<A - David J. Frear>: | have estimates that we use internally that we haven't gone public with them yet. In large part,
because it's not as easy as you might think to figure out whether or not a car has changed hands, right. So a good
examplc that if a radio gocs from my namc to my daughter's namc that it may show up as a uscd car, right. So we're
still working through the matching protocols to make sure that we know what a second owner is.

It's easy when it comes through a used car trial, right. And so when we get a sale reported to us from one of the dealers
out there that says, "Hey, I just sold a used car." that's great. But at this point in time, the majority of our reactivations,
the overwhelming majority, just come back as opposed to being associated with a used car trial program. They just
come back.

That's something I think is good news for long-term subscriber growth. That when you look at the awareness among —
unaided awareness among new car buyers, it's over 90%. Over 90'% of the people buying a new car know there's a
satellite radio in the car. I was very surprised when we ran a survey two years ago to find that they're pleased to find
that unaided awareness among used car buyers was over 70%. And so, we're in the early stages now of rolling out
information exchange programs throughout the auto dealerships. We have them with the OEMs. So anything centrally
coordinated, we get that information.

New car sales, we get it. Certified pre-owned vehicles, we get that because those are centrally-coordinated programs.
But the vast majority, probably 95% of used car sales either take place in privately-negotiated transactions or they take
place by franchise and independent dealers outside of an OEM-sponsored program and then the dealers are on their
own. They manage that information on their own. So we have a third-party provider that is working with us to sign
these dealers up on information exchange programs.

What docs the dealer get for it? Well, the dealer gets a 90-day subscription free for the consumer, you can market as
part of the value associated with that car. What we get is the customer name and address information and that gives us
the opportunity to market directly to those potential new subscribers.
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David J. Frear

So, thank you for your time today. We really appreciate it.

John Janedis
Thank you, David.
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MANAGEMENT DISCUSSION SECTION

Courtnee Chun Ulrich

Hi. Good moming. Welcome to Liberty Media's Investor Meeting. I'm Courtnee Ulrich, VP of Investor Relations. As
you all saw, we had some announcements this morning, and we'll talk about more — talk more about those shorily. We
have a great day planned for you. We've got presentations from Liberty, from Sirius, from Starz, from Bames & Noble
and from Live Nation.

As you can see outside, we have the shopping experience again this year. Please make sure yvou check it out. These
deals will be good through Sunday, so please go nhead and buy something. And one other logistical thing, when you
walk in and you checked in, vou should have gotten a ticket for your gift bag for this year. If you go up to the second
floor balcony, you can pick that up. And please try and do that before | pan. today.

So with that, I'd like o introduee Greg Maffel, Liberty's President and CEQ,

Gregory B. Maffei

Thank you, Courtnee. Well thank you all for joining us today. And in continuing the music theme we've had is about
Coming Tegether.. . Right Now. So we announced this morning that we were combining Liberty Starz and Liberty
Capital, conversion ratio of 0.8 shares of LCAP for each LSTZ share. Some of you huve — muy seen that we'ne
creating o new ticker, LMC, and there'll be LMCA and LMCB for Liberty Medin Corporation. And we expect that deal
to close in about 10 days.

In addition, we anneunced we raised $1.5 billion of debt, $1 billion under revolving eredit facility, of which we
actually only drew $5 million to make sure it worked and $500 million under a term loan. Chiris Shean, our new CFO,
is going to talk more about the terms of that debt. And we increased our repurchase authonzation. We had a
authorization at Starz; we had an authorization at Capital. Together, they were around 5900 million. We went up to
£1.25 billion between the two, the newly created LMCA and B.

g

Why we are doing it”? And why now? First. we think it was an excellent time to raise capital. We liked the spreads that
we could raise the money at, and we liked the fact we could raise money. Despite the fact that the European banks
largely didn't show up for our credit-ruising opportunity, we still were able wo be quite successful and then raised the
money that, we think, are very attractive at terms, Kudos to our new Treasurer, Neal Dermer, So we thought it was a
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good time to raise money.

That having been said, we have been seeking attractive investment opportunities, consistent with the Starz mission —
Liberty Starz mission — since we spun and created Liberty Starz. And we really haven't been able to find those
opportunities. We do, however, have a host of opportunities as Liberty Capital. And we've talked — will talk more about
some of those today.

And by creating the right balance sheet for Liberty Starz, Starz being. in our judgment, under-levered at no leverage,
now having theoretically up to about three times leverage, we only exacerbated that problem; created more cash that
Liberty Starz could not invest, in our judgment, wisely.

So this combination made sense in terms of who could raise capital, how to best capitalize Starz and then who would be
ablc to utilize that capital to the benefit of both scts of sharcholders? We created greater flexibility for future
restructurings or spins. Some people asked. gosh, where was the Starz spin? Where was the this? Where's the Sirius
spin? Who knows what our future holds. Liberty has been an evolving animal since well before I got here, and we've
continued to evolve while I'm here. And 1 suspect we will continue to evolve after I'm here. But that flexibility
increases with this transaction.

The asset-backed security LMC we hope will trade better. We have increased liquidity perhaps because — merging the
two pools of liquidity. And we will have simplified reporting and less costs by putting the two entities together.

Even before today, we've been busy. We completed the split-off from Capital and Starz from Interactive. We increased
our stake in Live Nation Entertainment to almost 21%. We made a strategic investment in Barnes & Noble, and a
convertible preferred has a 7.75% dividend; converts at $17 a share and to 16.6% of the company. I'll talk more about
both those companies in a minute.

We madce share repurchascs at Capital. We made share repurchascs at Starz. We sold our TV station in Green Bay,
despite the fact that they were 8 and 0 and 9 and 0. And we eliminated that really great name, CapStarz. Mostly, it's
worked. We've had great out performance against our peers in the market, both longer term and more recently. And this
is looking at the new LCAP, which is really the new LMCA. We hadn't quite got the ticker when we did the slides.

What's the modcl that we've tried to pursuc and will pursuc going forward? First is building valuc at Starz. And vou'll
hear a lot more from Chris Albrecht today, but compelling original programming; you saw some highlights of that. A
stronger brand. What is the identity of Starz. which has been relatively muffled, I think, is becoming crisper and will
become crisper over the next several years.

We seek to improve relations with some of our traditional distributors, many of whom were not thrilled with some of
our actions over the last few years but, I think, have been improving and opportunities abound. And lastly, we believe
there arc opportunitics to add compatible, incremental digital distributions that arc compatible with both our partners on
the content side, our partners on the distribution side and compatible with our long-term aspirations and placement of
our brand and our service.

We want to ride the growth path of SiriusXM. It's been a great growth path and, in our judgment, it still goes on. And
you'll hear more from Mel about that. We want to capitalize on our strategic investments. Live Nation has a great
future; Barnes & Noble's got a tiger by the tail. Both of those are opportunities for us, potentially, to do interesting
things, including add more capital.

We want to rationalize some of our non-core assets. We have investments which are wonderful. T like getting the
dividend on the CenturyLink stock. But the reality is, CenturyLink is not a strategic asset for Liberty. And if we had
alternative use for the cash, which we will, T suspect, over time, we would redeploy.

We have still — and Chris will talk about this more — Chris Shean — we still have balance sheet strength; opportunities to
leverage Starz more by drawing that revolving credit facility. Do other things so we could raisc morce capital, if we
found the right opportunity. And, lastly, there still remains a discount in our stock. It's tightened, but there's still
opportunitics there and we'll capitalize on that.

I. "’ o .'“ . 1 * I:
S i

Page 2 of 32

SXM_CRB_DIR_00020734



Company Mame: Liberty Media Capital Market Cap: 6,397.44 Bloomberg Estimates - EPS

Company Ticker: LCAPA US Current PX: 78.40 Current Quarter: -0.110
Date: 2011-11-17 YTD Change($): +15.84 Current Year: 3.136
Event Description: Investor Meeting ¥YTD Change(%): +25.320 Bloomberg Estimates - Sales

Current Quarter: 117.250
Current Year: 964.600

One of the key things that we do at Liberty is live in a world that is being massively disrupted by the digital changes.
No business, perhaps, has been as disrupted as the Media business, with new ways to consume media from — and |ph]|
random acts (7:40), that's device independence, mobility, Internet, satellite, tablets. New distribution models have been
created, some of which we've participated with and some of which scare us.

There're traditional distribution forms that are challenged. How do they leverage their audience? What rate do they
decay at? There's new content out there, which is finding ways to be exploited, but also trying to rise above the clutter.
The new payment models. Social's a big factor, and the market reaction; all those. What we spend a lot of time doing is
trying to figure out all of those trends, what is it going to do to some of the companies we're invested in? And what is it
going to do to some of the companies we might want to invest in? And frying to sort through that alternatives, those
changes, thosc implications, is critical to building valuc at Liberty Media.

And if you look, in some cases, we've just said, the digital handwriting is going to condemn these businesses. And
we've made some timely sales, We've got a — On Command, we sold the business for 90% cash and 10% stock. The
stock ran a little on the merger. We hedged the 10%, and the hedge ended up being worth more than the combined total
of the companies. So the acquirer and On Command were worth less than our hedge. So we felt very good about
getting out of the way of the freight train of Internet access that was overrunning that. Now, maybe LodgeNet will
rebuild the business, but we — it's a timely sale.

OpenTV was another example where, as the world was changing. we saw that digital distribution, that digital changes
were not going to be great for this. And we had a timely sale on OpenTV. And there are others.

Sometimes, our bet has been the other way. The market or elements of the market or the seller has bet that digital is
going to crush the business or — at various times. And that hasn't been the only case, but they were surely some who
thought lack of a high-speed data conncction was going to takc DIRECTV down. We saw the valuc of exclusive
content, of focus on video, of HD, of Latin America and stuck with it; made it swap out of our News Corp. stock for
DIRECTV, which was very profitable.

SiriusXM. When we invested, there were lots of fears. But among them was — and there still is out there — this looming
idea that Internet radio was going to run this business over. Not our belief. Our believe is, lots of opportunities still to

go.

And Starz. What is going to happen to Starz in a digital distribution world? What opportunities are created? How does
that play out? We think there's lots to be done, still. and lots of positive stuff to be done.

And, in some cases, that transition, even within industries which are being chewed up, has created new opportunities.
Live Nation has been a beneficiary of the fact that artists really don't have a way to make much money through the
traditional album, which was sort of an artificial concept, anyway. And touring has become a much larger piece of the
pie. Concert promotion, ticketing, management, the e-commerce and sponsorship opportunities that are around — that
are about that have become hugely valuable. And we'd like to think we're riding that trend with our investment in Live
Nation and Barnes & Noble.

Digital distribution is going to change dramatically the bookseller business — is changing the bookseller business. But
Barncs & Noble has been very smart, in our judgment, about competing in the tablet space and the cReader space
through the strength of its service and interplay with its physical assets — its stores — in a great way. And we'd like to
think we made the right bet in somebody who's going to be able to leverage the digital distribution changes.

So one of our goals is to work through each of our businesses. What can we do to protect it? What can we do to be on
the right side of these changes, or if we can't get out of them? And when we deploy new capital, we think about what
we can do going forward.

Starz has had great momentum, and Chris is going to talk about it more — Chris Albrecht. Growth in subscriber
accounts; good growth in OIBDA. And if you look at the OIBDA trend at Starz. this asset, which is some — maybe it
was challenged in the marketplaces. Trade is what's challenged. It's risen from the mid-100s to nearly $400 last year to,
analyst expectations, mid-400s this years. It's had a great growth trend. That momentum has continued, particularly at

Bisombers

gl

Page 3 of 32

SXM_CRB_DIR_00020735



Company Mame: Liberty Media Capital Market Cap: 6,397.44 Bloomberg Estimates - EPS

Company Ticker: LCAPA US Current PX: 78.40 Current Quarter: -0.110
Date: 2011-11-17 YTD Change($): +15.84 Current Year: 3.136
Event Description: Investor Meeting ¥YTD Change(%): +25.320 Bloomberg Estimates - Sales

Current Quarter: 117.250
Current Year: 964.600

the channels, very strong. And we believe the future's only better with compelling, original content: Boss, Torchwood:
Miracle Day, Camelot, Spartacus. And new — our original programming, our own [P coming in Spartacus: Vengeance,
Magic City, the next season of Boss. To further that, we obviously did a partnership with BBC Worldwide. We've
talked about for a while trying to do project Turbo, which was really off-balance sheet financing to reduce our risk and
increase our opportunities around original programming. We did that with BBC, and we announced our first series, Da
Vinei's Demons.

We put in new distribution agreements with Moviecity and FOX Latin America. And we stabilized Starz Media from
an asset which was bleeding to one which has a lot of strategic value and is profitable for Starz. Yet, somehow, while
we continue to grow subscribers, we don't get the valuation that we believe is merited. Opportunity for us, to better tell
the story, but another opportunity for us to say, okay. If you're not going to give it to us, we'll take the stock in
ourselves.

Switching to Sirius. That has been a tremendous investment. Even though the stock is down a bunch from its high, in
the old LCAPA basis, we have $52 of share value. Obviously, because of how we issue the shares of the new LMC, it'll
be less per LMC share, but still an important part of the valuation of the new LMC. We've had incredible returns there,
both on the equity side but also money we pocketed from being in the bonds and the bank debt. And their guidance, we
think. is very positive for 2012. And Mel has been very good at making sure his guidance is an achievable target. And
we still love it.

We think there's strong consumer acceptance and demand for the product. We think that the price increase is a great
opportunity, There's potential for more. They're going to leverage their content and distribution costs. They have been,
and they can do more. Margins will expand. There're a bunch of innovations around the new launch of Sirius 2.0 which
are fascinating and, I think, has great consumer acceptance. They're continuing to reduce their financial leverage;
expect to be about three times by year-end.

The opportunity to increase the car market to grow, outside of our control, but it's sort of an upside. The opportunity in
telematics. They have a great little telematics business today, already, for planes and for boats. The opportunity to do
more on the car set. All that's going to lead to rising cash flow with reduced expenditures around satellites, protected by
a great tax shicld and the opportunity to return capital. Lots of good things that we like; our kind of business.

Live Nation. It's doing a great job executing on its strategy. The things that were outlined when we made — when we
first got there, we made our incremental investment, are coming to pass. Growing international, both in the venues and
promotion, and the opportunity to improve ticketing efficiency through greater investments in technology — frankly,
have been underinvested in. They're doing it right now. We think there's a great opportunity under Nathan Hubbard and
what Michael Rapino's going to talk about.

Realizing on the merger savings and benefits, capitalizing on e-commerce traffic, it has one of the largest e-commerce
sites around. Hasn't historically capitalized on that; is capitalizing on now, and more to come. Utilizing social, driving
innovations, dynamic pricing and mobile, and a great concert line-up for 2012,

Barnes & Noble, great story. Profiting from the demise of Borders. Doing much to drive the bookstore side — college
bookstore side and get value, obviously, we think has a great interplay between the physical stores, the eBook service,
the cReadcer and the tablcts, and has donc a rcally masterful job. Where many have failed in the tablet side, they've had
areat success. It's early, but we like what we see.

I've talked about the terms already of our investment. And some of these details, which William Lynch will go into a
lot more, gained 27% of the eBook and eReader market. Realize, that's a greater share of the marketplace than they
have the physical book market. So one of the few guys who's been able to take their share in physical and make it
greater — and a bricks-and-mortar guy — make it greater in the e-space.

Lots of good stuff on the new tablet and lots of good stuff on the new eReader upgrade and lots of applications out
there. It's a complicated story in some ways. And it's one that we're working to simplify because, like Herman Cain,
Liberty is all about simplicity. So we have a 9-9-9 plan. 9 tickers, 9 original series, $9.99 for an eBook, the '90s on 9 on
SiriusXM. And, if you're still inclined, you can go get this NOOK book; 999 brilliantly thought-out ways to make
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money. It's our required reading at Liberty Media.

So with that, let me turn it over to our new CFQO, Chris Shean. And if you were here for the Liberty Interactive
presentation, you know he was challenged to give three slides. As a test, he was so good, we're going to let him give
five slides this time.

Christopher W. Shean

That's great. Thanks, Greg. So, as we announced this morning, our Starz financing just got competed. What does this
do for us? Well it gives us access to $1.5 billion of capital at what we believe to be very good terms; a five-year
maturity, very reasonable rates, modest covenants. So we're quite pleased with that. Look forward to applying that
capital. What does it do for our balance sheet? Well if you look at this on a pro forma basis with the two tracking stocks
combined, we would have cash on the balance sheet of $2.7 billion, with an additional $1 billion or roughly $1 billion
of capacity under the storage credit facility. As well as have access to excess public securities, above and beyond what's
already pledged in our share barrowing arrangements, of $1.1 billion.

So this gives us up to $5 billion of capital in which to do things. And obviously, as Greg has mentioned, some of the
things that we may do increase our positions in some of our already-strategic investments. We may look for new,
opportunistic things to invest in, much like we just did with Barnes & Noble. and take advantage of these weak markets
to repurchase our stock. So we're excited about the opportunities to deploy this capital.

This is a little different view of the balance sheet, very summarized, but it depicts these strong metrics that I was just
going through. I will point out that in the current liabilities are the short against-the-boxes obligation as well as the debt
related to our little Ieveraged bond fund, both of which will be satisfied cventually with long-term asscts. So that isn't
as dire as one might think. So pretty strong liquidity position.

And when we look at ourselves, this is just a view of the sum-of-the-parts snapshot of our assets and what we think
they could be worth compared to our trading value. And you can see that, depending on your tax assumption, we seem
to be missing quite a lot of value out there from a trading perspective. And I think you're likely to see us use this fire
power that we have to take advantage of this disconnect in the market.

So that's all I had. I guess with this, I will turn it over to Chris Albrecht, who's going to go in to Starz in more depth.

Chris Albrecht

| Video Presentation|

Good morning. I have to say I'm still in shock. I walked in here this morning and found out I now — I no longer have
my own ticker. I mean, okay, it was a tracker ticker, but it was still a ticker and it was my ticker. And it was such a
great conversation starter. | guess it's not quite as important now since | recently got married. But I have a feeling my
wife knew something because I sensed she was treating me with a little less respect as | was getting ready to come over
here.

I also — I want to apologize because I have a head cold, although in my head. it feels like I'm channeling Brenda
Vaccaro. John and I probably are the only people here that remember Brenda Vaccaro. But actually, in truth, I lost my
voice last night at dinner, shouting down Rich Greenfield, and he was sitting next to me, okay. So we're going to talk to
you about Starz, which is part of Liberty Media, as | just learned.

So since meeting with you last year, our business has grown; I'm going to talk to you about that. We scaled our
subscriber base levels, which are going to allow us to do a lot of things, including grow our business. And we've
solidified our standing as a full-fledged player in the original programming space, which [ph] eventual (23:32)
originals. We've got access — long-term access, key phrase — to some of Hollywood's finest theatricals. And we're in a
great place now to refine and expand our product offering to distributors.
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I do want to tell you that timing is important. And one of the things that we are working on, the year has its end and it's
nice — fits nicely into a calendar but doesn't always fit nicely into the way that things happen.

So given some of the things of the past — and we'll talk about those in little bit — one of the things that we're going to —
that we are focusing on right now — we need to focus on the next few months — is continuing to restore our relationships
with some of our key distributors. And we're in the process of doing that. And I'm very confident that we're on the right
track. They want to do it. We want to do it. And it will get done.

At the same time, we need to renew our efforts with those distributors to hopetully continue to provide them with new
products and new packaging offerings: something that we've been very successful at and very aggressive at, and
something that they seem to want. And, at the same time, we're going to review all of the potential new opportunities
that are out there. Every time I pick up the paper. there seems to be new people looking to enter this space in some form
or another.

As [ said before, we talk to every legitimate distributor for our product. And we will be prudently aggressive as we go

torward and examine and review all of these opportunities. So 1 think that will probably impact some of the trajectory

that we have going into 2012, since nothing in dealing with any of these deals is as quick as, certainly, we might like it
to be. I think wc're on a very good track, and we're going to talk morc about that as we go forward.

So just to kind of give vou a little bit of a snapshot, Starz and Encore, flagship channels, have had consistent growth in
both consignment and our fixed affiliates. And that's even in this tough economic climate. I mean, you see the years at
the bottom of some of those — I'm looking down here; looking up there — see the years at the bottom of some of those
stacks. That's a pretty good accomplishment.

And to put it into number sakes, just go & little more on that, the five-year growth spurt, we've been able to do that on
the back of a differentiated content offering. As I said before, we have a lot of flexibility in how we distribute our
services. And this gives our — just core distributors a lot of options, hopefully, to utilize these things in increasingly
interesting packages of advantage; us, them and the customer. And, obviously, it also gives us an opportunity with that
flexibility to work with new distributors.

We heard recently — T think we talked about — a little bit about this on our call the other day — that our distributors are
realizing — some of them, clearly — that they need to put more emphasis on growing the premium category. Premium
category has historically been a great category for the television business. It's pulled through lot of technologies. It's
helped establish a lot of distributors. It's helped grow a lot of channels. And it has a premium feel. It has a premium
quality to it. And it's important that all of the premium brands work together to make sure that this very important
category gets focused on by these distributors because it is a win-win,

And we're going to talk about growth and grow. we well; grow, we must. And one of the ways that we're going to get to
do that is on the back of our originals. Greg showed you some of the slides. I showed you a little bit of slides. but we're
going to show you a couple of clips in a couple minutes. But originals are really the key to how we're going to
differentiate ourselves. When I started doing original programming in the premium category, there were four broadeast
networks doing it, Now there's 40 channels, at least — I don't know — I haven't counted them — doing original
programming; all of them differentiated; all of them doing — not all of them, but a lot of them doing a really good job.
And many of them spending real money on getting thosc shows on the air.

And for Starz, it's very important that in our category and just in television, in general, we differentiate ourselves
because that is the way our brand becomes something that gets to the on the top of the mind of the distributors,
subscribers and potential subscribers.

So originals has clearly become one of the best ways to do that. We're scaling up to 50 hours a week. It's a number that
we plan to stay at. We have got a lot of theatrical movies, which we'll talk about in a second — 50 hours of high quality
—I'll talk about — a little bit more about what our brand is in another slide — is where we think the number needs to be.
We plan to get there by 2014. Obviously, in this fractured media environment, these are the things that say the most
about who we are. And we're putting a lot of time and eftort into that. And we'll talk about how we're going to get to
fund those.
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What this also does 1s it gives us the opportunity to retain rights. Opportunistically, it gives us the opportunity to retain
downstream rights, which works with some of our other Starz' companies, which allows us to expand our brand to
potential distributors through DVDs, get into relationships with companies outside of the U.S. And there's a very good
forward-looking way for us to find new ways to grow our business.

We get to monetize these rights when we retain them, and we have a portfolio of how we do these, through Anchor
Bay. through Starz Worldwide Distribution and through Starz Digital. So these are obviously very important assets, and
something that we are concentrating on and is at the forefront of — one of the major reasons why we think we have such
a good growth story ahead.

To talk a little bit about the ethos of our original programming, here we've got basic cable channels out there spending
$2.5 million, $3 million an hour. And you've got — you got other pay channcls doing cverything, doing very a specific
thing. We need to work quickly, and we need to work specifically. And the direction that we're going is to create
original programming that has a kind of theatrical experience and scope. Things that seen like they're going to fit in the
middle of the big picture in movies: the big Disney movies; the big Marvel movies; a lot of the big movies that come
from Sony.

Things that are going to feel different; that are going to feel different just as soon as they pop on your TV screen. That's
going to take money — again, we'll talk about that. One of the things that I hope that they will be is entertaining in the
world and on television. There's lots of things called entertainment. I'm not sure a lot of them are entertaining. And this
is something that we plan to instill in our shows. Larger than life. There's so much reality television on. There's much
24-hour news. There's so many blogs that we can read about what's going on in the world. Larger than life is something
that's kind of classic in storytelling. It's one of the things that brings people back to great stories. And I think it's one of
the hallmarks of the American entertainment business from the beginning. It's just those great, iconic characters that
you want to follow through and watch over and over again.

And, also, we think that the shows need to have broad appeal. Obviously, appeal in a pay television audience; it's great
to have teenagers watching the show. They can talk to their friends, but they're not pay TV customers. They're usually
figuring out a way to look at something for free on their computer.

The audicnec that we go for is probably 25 and above. The cconomy is in a very interesting place right now. There's
obviously people, like a lot of us or probably all of us in the room who can afford the video stack. There's lots of people
that are challenged in their ability to keep all of their programming in their home, on their budget. We think
programming with broad appeal is good for our brand, fits with the theatricals that we're licensing on a long-term basis
and will be ones that will make the Starz brand that much more valuable to the subscribers.

So with that, let's take a look at some of the [indiscernible| (33:02) because it's always fun to watch a couple of clips.
First one up is Boss. Show premiered in September. Hopefully, some of you have seen it. It was one of those things
where it's really not on the brand that I think we will eventually get to. But I kind of had a throw-back to what I learmed
in looking at TV shows. And I read this script and I just thought, this is a really great script. And T sat with this guy, and
he really knew what he wanted to talk about. This is a show that's not about politics, but it's set in the world of politics.
But it is not about policy.

Kelsey has such a take on it. Farad has had had such a take on where he wanted to go that I thought, you know what?
Let's — and there were other networks chasing it — but it's time for Starz to show that we're a real player. Let's step up.
Let's give a series order. Let's put this thing on the air. I knew it deserved critical acclaim. It has gotten a lot of critical
acclaim. It's attracted terrific talent. Gus Van Sant, who T have the pleasure of working with two films on in a previous
job I'had, is a classic, independent-minded filmmaker. He's brought such a great look to this.

When we launched it, we had record interest from our affiliates to sample the first cpisode. We've had strong, overall
performance; over 4 million views on the first episode. And there's still plenty of on-demand watching numbers that'll
still come in. And, as probably many of vou know, we're proud to have already renewed it for a second season. For
those of you who have seen it, for those ot you who haven't, here's a little clip of Boss.
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[Video Presentation)

I got to tell you that, in my opinion, I've had an opportunity to be associated with a lot of terrific shows, Kelsey
Grammer is as good in this as anybody has ever been in anything that I've been associated with. And when people say,
why'd you pick it up? Why'd you pick it up? You know what one of the simple reasons is? When I finally read the last
episode, I thought, I want to know what happens next season. So I'm hoping that you'll get a chance to look at the show,
and we're very proud of it.

Next one we want to talk to you about is our most successtul worldwide franchise Spartacus. The second season
premieres in January. As many of you know, Spartacus had a really unusual story. We premiered the first season. Now
that our star, Andy Whitfield, was ill, hoping for his recovery. we did a prequel, try to keep it alive. As most of you
probably know, Andy was not able to recover. And so we made a decision that is unprecedented, as far as I know, to
replace the title character — not just the lead character — the title character — in a successful series.

And, fortunately for us — and I'm sure it'll be fortunate for him, we chose a guy in Liam Mclntyre, who is terrific in the
role. We retain all the intellectual property on Spartacus, which means we get to sell it all around the world. And
whatever happens here in the U.S. after its run on of Starz. We've already ordered a third season. And one of the side
benefits of being involved with a lot of these scrics is that you cstablish a relationship with talent. Steven DeKnight,
Executive Producer of Spartacus, is a huge talent. We've made it exclusive two-year deal with him. And the show that
he's now creating for us is going to be really difficult to execute. But if we get it right, it's going to be a terrific show.
Let's take a look at Spartacus: Vengeance.

[Video Presentation)

You know, this show has expanded a lot from a production point of view. This season, you see horses. And just for fun,
it's sometimes important to remind people that this show is shot completely inside a warehouse in New Zealand. And
these guys do a fantastic job. They're getting better every year. I can't wait to see what they're going to do with
Spartacus Season 3. And I love parts of this look for the overall Starz brand. And all the things that we're talking about
have some of this. I don't mean the glory and the violence, but some of this — this is the way they make theatrical
movies now. They're making movies inside sound stages.

When you're looking at Batman and you're looking at Superman and you're looking at these shows, yeah. They'll do
some stuff, occasionally, outside. But they're making stuff inside. And, as we look to some of the big franchises, Da
Vinci and things like that, Da Vinci, which will not be at all this — and it would be the historical story of Leonardo in
historical story. But the magical realism, which is a term that we've coined for what the show will actually look like
from a creative point of view, it's just so exciting what's going on in the production space.

And I do think our premium television, these higher budgets — you just can't see this kind of stuff on television
anywhere else. And there's great storytelling. But we can elevate the production levels to this and really be able to
provide the assets for — the great artists whose faces don't appear on stage, you really have a chance to get something
great. Anyway, that's my $0.02.

Magic City, again, a fantastic script when I read it; written by Mitch Glazer. It's set in the '50s in a hotel in Miami
Beach, much like the Fountain Blue. It's not Mad Men mect Sopranos. It could be Casino meets Godfather. That might
be hoping for a lot. But I think in terms of what the show's about, that, for me. is more. Says right here in front of me,
it's stylish, and it certainly is, as you'll see from this clip. Jeffrey Dean Morgan, Olga Kurylenko. Danny Huston are just
three members of a fantastic cast.

We ordered eight episodes. We're not doing pilots, as I said; they're real expensive. We just sort of taking the lead,
learning as we go. We think eight episodes — we actually had originally ordered 10, cut down. I think in a world of
short gangplanks, cight episodes is about the right number for a first scason. As well as with Spartacus, on Magic City,
we retain all intellectual property rights. And we'll be leveraging those around the world. Here's a clip of Magic City.

[Video Presentation]
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The lobby of that hotel, all that under-water — that bar under water, all those things, all on a set we built in an old boat
manutacturing plant in Miami. Largest set ever built in the State of Florida. We actually ran out of plywood and then.
of course, had the worst season for rain in a long time in Florida. But it is a show I'm very excited that — to be involved
in it. And I can't wait for you all to take a look at it.

Obviously, this stuff costs money. We always get asked on our calls, how you're going to fund this? Are you guys
going to go over, or is there going to be big increases to get more money? What are you going to do with it? So let's
talk about that, okay?

We've diversified the funding of our original programming in 2 few ways. One of the things that we haven't talked
about before but I think it's important to mention now is, we have these long-term movie deals. But the reason that
they're so long is because there's actually, the end of old deals is the beginning of new. And starting next vear, we have
decreased cost in our movie output deals; decreased because of the amount of money we're paying for the movies. and
also decreased by the amount of output that the studios are providing us with. So that money is money that will be
reinvested in original programming, shifted from the theatrical studio deals. What we've also done is go out, as Greg
mentioned, to find a partner to share the funding to offload the risk. We chose BBC Worldwide for a lot of reasons.
They're a terrific company. They're an A-List international distributor. They're a fantastic production company.

When Jane Tranter was at BBC, I got to work with her a lot. She's a sensational executive. We already did Torchwood
with them. They're doing Da Vinci's Demons.

We're keeping, in our deal with them, English speaking, home video, Canada, which allows us to use Anchor Bay to
continue to keep track and manage our brand in the place that obviously means the most to us right now, which is the
UU.S. And it also provides us with one partner to deal with who we've offloaded our rights to so that, there hopefully are
other opportunitics for these rights in the future. and to be able to deal with BBC Worldwide. They're also a terrific
company, and I would certainly not be surprised to see other forms of alliances or partnerships come out of this
relationship.

And then, we financed some things ourselves, like we do with Spartacus and like we do with Magic City and like we'll
do with some shows because we want to retain those rights. Extend the brand leverage and utilize the platforms that
we've built; Anchor Bay, Starz Worldwide, and also because it is the way that you start to establish your brand
overseas. And we need to have an international strategy, and the first way that you do that is to have your own product
that you're selling to end users around the world. And there's a great market for a premium television product. And so
we want to make sure that we retain the rights to those.

And then, as in the case with Boss, the age-old, most traditional way, when it makes sense. is just get a license from a
third party; in this case, Lionsgate. We don't have many rights. Very inexpensive way for us to buy the show. And for
all of these ways, re-purposing preexisting money that was allocated for programming spend, along with the portfolio
approach of fully funding, partnering or licensing; that is how we're going to manage this. And just to be very direct, 50
hours is where we're going. We're going to be able to do this without significantly increasing our overall programming
spend.

If there are tremendous opportunities downstream where. all of a sudden, we see great top line growth, we'll, of course,
look at how we allocate that — those funds. And we think original programming is onc of the first places that we would
look. But, for the time being, I certainly didn't come to make here to make original programming. I came here to try to
make Starz as successful as well as can. And we have our eye very focused on that.

The bedrock of premium television, unless you're Showtime, is still theatrical movies. HBO has more studios than
anybody; Showtime has none; Starz is right there, hammocked in what we think is a great place. It's a great place
because of the two studios we have, and it's a great place for — because of how long we have the exclusive theatrical
supply. We got the Disney movies to 2016; we got the Sony movies through 2017. That's a long time. And everybody
keeps talking about, are we going to be able to continue these relationships? Well, first of all. Starz has had these
relations for a long time. I've had these relationships for a long time. Greg and John have had these relationships for a
long time.
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Pay TV checks are good checks. They clear the bank. They're really good. If you're a studio and you got other
problems, the DVD world; you're still trying to figure out digital. It's really nice to know that, that window is taken care
of. And we talk to these partners all the time. There's not a deal that gets made one year, and six years later you're back
there talking to them again. There're adjustments that have to be made in these deals all the time because there are
things that happen that both of us have to respond to.

So going forward, original theatrical product — first-run theatrical product — will be a part of Starz' lineup. Whether
we're one studio or two studios, I don't know, but I'm real confident that the amount of first-run theatricals that Starz is
going to need to be a real growth player in our space, which is expanding all the time, is something that is very, very,
very achievable. I have no doubt of that. And on top of the long-term output deals, we're also one of the top five
purchascrs of library content from all the major and minor studios. all the independent studios, some personal friends.
And what that allows us to do is create a lot of depth and diversity to all of our channels and services.

So let's talk about IP. Some of you may have heard of it. As we said here last year, I think almost for the first time, it
was something that was the answer to a question. Our guiding principle is, Wholesale Pricing & Packaging consistency.
This is not just about how much someone pays, which is obviously what we can control, is the wholesale price. What
we also can control is what tier — what package we allow these distributors fo put us in.

And let me — well, the rights that we have, the flexible rights that we have with our movies, put us in a great position to
calibrate and to help promote opportunitics with our traditional MVPD customers. And they're looking at ways to
compete; they're looking at way to grow their business. And they're always coming back to us. And, like I said, these
long-term, flexible rights that we have allow us to leverage our existing products and to create new products. And then,
of course, there's OVD. So let me talk for a second about the Netflix decision because it was literally, as you can
imagine, a large part of the conversation last night.

Starz made the absolute right choice for its medium and long-term success with the decision to not renew with Netflix.
This was not a money issug; this was a pricing and packaging issuc. But I can tell you that, had we made Netflix deal,
here are some of the things that would happened immediately: The cost of movies would have gone up. We would have
eroded quickly and in big chunks our core business, which we have shown grows and which we are certain will
continuc to grow.

And we would have made it almost impossible for anyone else to come into this space because one else would have
been able to follow into that space with that model. And I firmly believe that there is a business that other people will
follow into. I mean appropriate distributors come along, and we are talking to everybody. And there are people that —
we have — we are in very active discussions. And we're going to align this up the right way, and I'm not saying we're
going to close any deals. But all of these things are possible because of the decision that we made on Netflix.

Within two or three years, the Netflix deal would have been a drag on Starz' earnings. And I think it's just really
important to state that we made that choice; it with a big-boy choice; it was a grown-up choice. And every day. I'm
more certain — and 1 think Greg and John are as well — all of us at Starz — Bill Myers — that we made the right choice. I
have tremendous respect for those guys; wish them well. They have their business model, and it just did not line up
with ours.

One of the things that has become really clear to us — and I'm surc to vou as yvou look forward — is the idea of having
your own authenticated platform. And so guess this is in a form of a kind of announcement. In 2012, Starz will be
launching its own authenticated platform, and that will have tremendous use in making our service more available to
our subscribers in more places, reducing churn, certainly. hoping — hopetully, getting us in front of younger eyeballs
and making our product as compelling as anything is in the premium space.

So lot of growth comes from — all growth comes from new distribution; distribution of our channels, distribution of our
original programming. And the real robust growth is going to come from new distribution opportunity. So we have a
little lift that — sort of the categories of those opportunities and how Starz lines up against them. But first, it's something
we've talked about already; it's just affordable, flexible and bundling with our core distributors. Starz has a tremendous
amount of products. Comcast has every one that we offer, and — this is not a secret — they would like more. We have
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these great rights. We've established ourselves as a company who's willing to be flexible. There is a lot more business
to do, as we need to make this product more affordable; bundle in ways that are not just keeping the subscribers but
going to be able to attract new ones. As Tjust said, there's TV everyone, authenticated play; extremely important to
reduce churn; extremely important in our relationships with our distributors, Again, gives us a lot of flexibility in how
we can take advantage of opportunities that are out there.

Out-of-footprint MVPD offerings. Lot of chat about it. We have the rights. We are willing to engage in the
conversations. Someone will do it. And Starz is positioned to take advantage of that, should it be the right and
appropriate situation, take into account our premium pricing, premium packaging; take into account our relationship
with our core distributors. All the things that we need to do to protect our business while we're growing it.

HSD-only premium packages. This is an idea that we love. Like I said before, most of us in the room probably have the
whole stack. Hopefully, we're not in danger of not being able to afford that stack. But if people are threatened
economically and they want to keep their television from their MVPD provider, the first thing that pops up off the top
is premium television. But maybe they decide to, you know what? To like cancel their whole package because what
they really wanted was movies. And the only place they can go get movies is you know who.

If we were ablc to create packages where premium television is on top of high speed. we would be able to keep people
in the category. We'd be able to bring new people in the category. There are millions — millions — not 2 or 3 million —
millions of high-speed subscribers who do not get a video package from their high-speed provider. And if they're
looking for video. they're going outside of their provider's company.

So, again, a lot of talk about it. We're all for it. I think this is a great opportunity for the industry. The operators always
talk about how this is their highest-margin business. I think this is a great way to cement it in for them and build a new
subscriber potential for us. And then, of course, there's the old OVD products. And as I've talked about before, every
day, you read about someone new who's coming into the space in some way, whether it's Xbox or PlayStation or
whether it's Amazon or whether it's Hulu or ones that have called me that I haven't seen press releases about.

And we are — we've already proved that we're willing to operate in that space. We have guidelines now that we think
are defendable, are respectful and make sense for our short- and long-term — and our long-term gain. And those are the
things that we're going to be guided for. So across where we think the new opportunities lie, Starz checks off in every
category.

And then something that we don't talk a lot — not a big part of our business but important strategically — Starz is a TV
content studio. As | said. it allows us to monetize our originals through Anchor Bay, Starz Worldwide, Digital. And not
as high-margin business, but is something that helps us to leverage the platform, the infrastructure that we already have
in Anchor Bay. We've also gone off and made deals to distribute third-party product, most notably. the Weinstein
product through Anchor Bay, and the very successful launch of AMC's Walking Dead through Anchor Bay.

We're going to continue to look for more of those things because we have lot more capacity on that platform. And Bill
Myers, who's here in the room, and Gene George and Bill Clark are actively out there looking for quality product. And
they're doing a terrific job on both the Weinstein movies and on Walking Dead. I know AMC's very pleased with the
job that they've done. And all this works to not just help those companies, but gives us a great portfolio when we're
walking into Walmart or Best Buy or whoever. And the boxed scts of premium television — the scason serics — are
holding up better than anything else in the DVD space.

So 2012, our focus. Next wave of originals; very excited about that. Improve our positioning with our core distributors.
Explore new opportunities with existing and potential distributors and, of course, maintain that financial discipline, as
you've come to expect, from Liberty and from Starz. And now I've learned it, too.

And with that, I will turn it over to Mel. Fantastic. Always wanted to do that. Thank you.

Courtnee Chun Ulrich
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Thanks, Chris. Next up is Mel Karmazin, CEO of SiriusXM.

Mel Karmazin

Hi. everybody. Good afternoon. John, Greg. thanks for giving me the opportunity to be here and to present to you — this
goes. Okay. So a few of these dates, okay, because I think it's important to take a look at where we are today in the
context of what has been going on. So streaming is getting talked about an awful lot, appropriately, but it's been around
from the days when I was in terrestrial radio in 1994. So it's really not new; SiriusXM has built up its company to
where it is today, competing with streaming.

We also — so we began our service in 2001. We got our first subscriber in 2001. Interestingly, iPods were created and
started being sold in 2001. So — and the iPod is the quintessential product for personalization. Every song that you have
on your iPod you have put there; either you bought it or you put it there some other way, but it's stuff that you wanted
to hear. And again, since — in the last 10 years or so, we've built up our company, competing with the iPod. And the
only thing that's also equally important was that in 2005, they started to install the connectivity with the car. So that you
can very easily bring your iPod into the car, plug it in and you can get this great content that's coming through your
speakers and navigating that way. And, again, that's been around for that long.

And the other dates that I wanted to highlight is this year. where there are going to be aver 90 million smartphones in
the United States. And what we look upon that as a terrific opportunity for us because, obviously, we believe most of
our subscribers also have a smartphone. So it gives us an opportunity to bring our content to more and more people that
way.

Talk a little bit about the industry that we're in. Spent a lot of time with the Department of Justice and the FCC, talking
about how competitive the business is that we are in because if, in fact, the premise was that we were in the satellite
radio business, then there's no way that the government would have said that two companies becoming one is a good
thing.

So we're competing in the terrestrial radio business. If you look at it to where it was 10 years ago, the whole radio
business was just terrestrial radio. There was no revenues being generated by satellite radio. We hadn't gotten our first
subscriber, nor was there really any revenue coming from the streaming side.

Looking at 2010, you'll see that terrestrial radio is still the 600-pound gorilla. There's over 90% of all of the people in
the United States are still listening to terrestrial radio in the course of a week; that they have $15 billion. Aggregate all
of the streaming; there's hundreds of companies that are streaming, the largest probably being Pandora, and they're
generating less than $1 billion. And in 2010, we generated $2.8 billion. And we have 15% of the total audio/radio pie.

That 15% is going to be growing in the years ahead. That 5% on IP is going to be growing in the years ahead. And the
80% is going to drop. And that's not a shot at them. That's just a function that there's just a lot more competition than
there used to be and they're not able to demonstrate an ability to show great top line revenue growth.

These are the three largest companies that are in each of those spaces. Pandora started in 2000. Clear Channel, in 2012,
will celebrate its 40th anniversary from the time they got their first listener from a radio station in San Antonio to
where today they have 110 million people who are listening to the Clear Channel radio stations in the course of a week.
We have come to where we are slightly bigger than they are — both numbers round to $3 billion, but we have a little bit
more — and we're growing a whole lot faster. So, again, long terms these companies have been around. We've been
around for 10 years, and it's really quite dramatic as to how we've increased our revenue to be the largest company
today in the radio, worldwide.

The other thing is that those companics have chosen an advertising model, principally. Our business model is a
subscription model. So if you look at Pandora, most of the revenue that Pandora is generating today is coming from
advertising, which is the same thing as most of the revenue that Clear Channel is. So Pandora sounds an awful lot like
Clear Channel from a business model point of view, though, obviously, the personalization and bandwidth and stutt
makes it better.
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So what we've done is we've taken the number of their active user — this isn't the total number of people who have ever
tried it. These are the number of people who used Pandora in the last month. And we related it to the revenue that they
generated last year. Or, in this case, we're using consensus estimates for this year. And when you get to $5.80 per year
is how they monetize their listeners, their users.

In the case of Clear Channel, I mention that they have 110 million people who listen every week. They generate $3
billion, and the average revenue per listener, per year is a little over $12. We're in the subscription business. We have
these $2.8 billion of revenue. We have an ARPU that's around $11 or $12 a month, and we're generating $138. So when
we talk to talent, when we talk to the music industry, when you have to pick between where you want to go — do you
want to go the IP world, do you want to go to the terrestrial radio world, or do vou want to go the satellite radio world,
we have a tremendous advantage in our ability to pay for content, to be able to keep spending money and investing in
content and creating the best radio that ever has existed.

So paying customers. [ believe that if, in fact, you were to aggregate all of the companies in the world that are paying
tor radio, we would still have more subscribers than all ot them together. And it's a position that we teel very strongly
about. 98% of our revenues are subscription revenues. We have a second revenue stream in advertising that continues
to grow. It's a good busincss. It's a very profitable busincss. But, again, we're not going to do anything to jcopardize our
subscription business because it is so strong.

We had a terrific third quarter. We increased our penetration rate. Penetration rate is the percentage of the vehicles that
are made for sale in the United States that contain factory-installed radio. We think we're at the sweet spot now. We
don't want to be in 100% of all the cars made. We don't want to be in police cars. We don't want to be in fleets where
they're not going to be converting to paying subscribers. We don't want to be in rental cars, unless they're coming to us
to gt the rental fee. And we have deals with Hertz and Avis. We don't want to be in hearses. So that the 65% — I think
it was 67% in the last month was a high.

We have been constrained for the cost of the FCC order of ramping our application, which says that we could not raise
our basic price for three years. So we're very pleased that we've managed to grow our revenue with that constraint by
7%. And, obviously, controlled operating expenses and generated a 17% growth rate in EBITDA and had margin
expansion. We've announced that in January, we are going to be increasing our base rate. We are going from $12.95 to
$13.49 - $14.49. And what we have done in this period of time is we have spent a good deal of time communicating to
our subscribers — we've seen what happened when you don't do it the right way. And, again, we think that the reaction
has been understandable.

We have not had a price increase for 10 years at Sitius, and we have expanded our content. And we believe that
subscribers will react as positively as they can to a price increase, since it is really — amount to about $0.05 a day. But
we really had a terrific third quarter.

What drives our business is our content. If you take a look at Los Angeles radio, which is the biggest radio revenue
market, or New York radio, any one company can have up to eight radio stations. We have 135 channels in every single
market in the country for people to be able to hear. About half of our content is music. and the other half of our content
are the non-music content. We invest a great deal in our content. We have the best radio — on radio in New York City.
There arc no country music radio stations at all on terrestrial radio — we have five country music stations that arc
available.

So our content continues to drive it. Our business model allows us to continue to invest in it. We've managed to
continue to keep, since the merger, all of the content. There was not one major or minor piece of content that we have
lost since the merger. even though the economics have become the market when there's one satellite radio company as
compared to the market when they were two satellite radio companies.

We are very pleased and very proud that we are expanding with SiriusXM 2.0. The basic idea of 2.0 and the way you
should think about it, particularly in the cars, is that we're going to be using a combination of satellite and IP. And that
combination of satellite and IP is going to give us tremendous advantages. There is one car company that has agreed
that, starting in model year 2013, which means starting next year. that they are going to roll out 2.0 into the vehicle.

Bisombers
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And every single car company that we have met with has been interested in doing that.

And what 2.0 really means for the consumer is a whole lot more programming, a whole lot more choices than they've
had before and a great deal more of functionality. So if you think about what the cable and satellite television people
are doing with functionality and how that has helped their stickiness in building it, that we have that same opportunity
in satellite radio.

Looking at the subscription business, we're pretty substantial. Again, 10 years of operation, and we have over 21
million subscribers and growing. And it's only Comcast and Netflix that have more subscribers than we are. And,
again, our growth rate is continuing quite dramatically.

Churn. Anybody that follows the subscription business, single most important metric, in my opinion, is how well you're
doing keeping your subscribers. It's a lot cheaper to be able to keep your subscriber than it is to have the sack connected
with adding it. And our churn has been quite good. If you take other products where the consumers really love the
product and these are quality products, in the pay TV numbers, the numbers that we have are that it's between 4% and
5%.

Netflix has experienced some difficulty lately. But if you take the churn at Netflix before they announced the changes
that they were doing, it was about 4%. So our 1.9% compared to DIRECTV and DISH and other people, we think, is an
indication of how strong people feel about our product.

I mentioned this penetration rate. It takes a long time to get into all of these vehicles. The car companies work three
years in advance. So if you look at the penetration rate that we had over these years and factor in that we pay the car
companies to put satellite radio in the car, our business model includes revenue share to them. Tt took a long time to go
from 20%, okay, to where we are today. So there's an awful lot of talk about — there was a story in today's New York
Times about [indiscernible] (1:12:14) doing a rollout with BMW. Before any of these companies get to where they
have any meaningful penetration in the cars, it's going to be many years from now.

I believe that if you were to think about what's going to happen in the next five years or just talk about five years from
now, there's still going to be — every car company is still going to put an AM radio in the car, all right, in spite what has
gone on technologically. So there'll be the AM radio in the car; there'll be the FM radio in the car; there'll be the
satcllite radio in the car. And there'll be the ability to pick up the assortment of Internet companies that arc there. Don't
know where Google is going to be; don't know where Amazon's going to be; don't know where the Pandoras — I mean,
there's a lot of companies out there.

And a lot of these car companies are putting in apps that they can switch. So that if, in fact, somebody is making a
decision for company X and the new, pretty girl on the block is company Y, they'll have the ability to switch. But this
penetration level is very important and very significant. So that means that today, we have over 40 million vehicles that
are on the road today that have satellite radio. Obviously. some of the people haven't subscribed, right. in that
conversion rate, and some have churned. So that presents a terrific opportunity. And that 40 million grows to 75 million
in 2015.

How we decide to monetize that, to be determined. But the one thing we do know is that the used car market is a great
opportunity. And the morc vehicles that arc producced today that will be sold in four or five years from now that will
find their way into the used car market presents an opportunity for us to get new subscribers. And we have deals with
every one of the certified. pre-owned companies, every one of the major franchise dealers, for us to offer a three-month
trial. We buy your vehicle. It comes with a three-month trial. We market you, and then we try to convert you into
self-pay subscriber.

The early indications on conversion in the used car market is very gratifying. So where our conversion, you should
think about, is 45% to 46% would be our normal conversion rate in new cars, our normal conversion rate right now in
the used cars are in the mid- to high-30s. So that looks and that models really good for us.

There's also the opportunity for us, if we wanted to — and I get asked this question all the time — is, we can light up
these radios. So we have all of these radios where somebody's not subscribing. And we can light them up, and we could
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put a service on that's a commercial service available throughout the United States. Let's assume we wanted to,
tomorrow, have 10 or 15 radio stations that would be tree, supported by advertising, that would be on every — all of
these cars everywhere in the United States. Remember, the other guys only can have up to eight radio stations.

So there's all kinds of business opportunities that — having that out there, and the sack is done because those radios are
already in the car. So our number of subscribers grow — I don't think I can go back, but let me just tell you the point that
I'd like to make is, if you took a look at what happened to our business in 2009, when this 2008 finical crisis happened,
we lost 200,000 subscribers; that we did not get a big hit. The good news about that is the fact that there will be other
recessions in this country. And we saw how well our company has performed during that recession period. And the
slide on the screen now shows about what our revenue was in this very difficult time.

So we feel very good about it. Our revenue will accelerate next year because of the price increase and our subscriber
growth as well. The full rollout of our price increase will not take place until — into 2012 and 2013, so that's a couple
good years of that. So this is sort of like, if we would have come to you and showed you a business model that says,
here's what we think is going to happen, you'll say that — yeah — no way.

Well, in fact, that is the model that we showed to Liberty Media when we talked to Greg and John about making their
investment in us. This is dramatic. There was a never a question that once the merger took place that we were going to
have a very, very profitable business. Unfortunately, there was the liquidity issue and the Lehman thing that stood in
the way, but our business model is absolutely delivering. And that's going to continue to deliver beyond where it is
today. But that's extraordinary.

And more importantly for me, the most important metric — and I see a lot of familiar faces in the room that I've known
for many years, it's the same message, right. Bill Clinton got elected. It's, the economy's stupid. And [ said, it's the free
cash flow is stupid. And we've been — we went from $552 million of negative free cash flow to. next year, we're going
to have $700 million of free cash flow. And that metric is extraordinary. That free cash flow is growing dramatically,
and that's what I believe it's all about. So we — our balance sheet as well.

So one of the reasons that John Malone is such a big fan of big government is that big government really screwed us by
having our merger take 17 months to complete because had the government approved our merger in, let's say, a year,
how long does it take? You got two satellite radio companies. Do you want one or you don't? We think that, that
decision could conceivably be made in a year. But because of the fact that it took so long, we wound up having to deal
with the Lehman issue; had to deal with financing. We had to refinance the $530 million worth of debt.

Warren Buffet is lending money to Goldman Sachs at 10% plus warrant. Warren Buffet is lending money to GE at
10%. What would we be able to borrow money at? Well, that's what it cost. Tt cost us 15% and warrants in the
company. In about three months after we got the money, we prepaid with Liberty, we paid off that debt. We have also
managed to pay off a lot of other debt. Our bonds today are trading. Those bonds that we did most recently are now
trading with a handle of 6%. Bankers have told us that if we wanted to go into the market today. we could borrow
money in this area of 6%.

We have gotten six rating agency upgrades from S&P since the time we merged the company and we got this
financing. We are two notches below investment grade. We have no desire as a company to run the company to be an
investment-grade company. We may get there, just naturally, because of the amount of cash we're gencrating. But the
fact is that our business is really looking good, and our balance sheet is another thing that's going to come into play and
be an advantage to us.

We've said publicly that the leverage that we're comfortable with is somewhere around three times total debt to
EBITDA. And that's a area that we will very clearly accomplish in 2012. Again, we believe that taking — having a
certain amount of debt is a great advantage to our shareholders. And that is our current thinking, and that will probably
be our thinking next year. We will have a board discussion as to what we should do because we're generating so much
free cash flow and because of the fact that our business appears to be very predictable, that there's an opportunity for us
to think about what we'd do with it.
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And what you do with the free cash flow is like you decide to pay down your debt. [ph] well, we've (1:20:59) at this
three times. Or you could sit there and pay a dividend. You could sit there. you could make an acquisition. You could
buy back your stock. And, again, if there ever was an acquisition that we believe was aceretive, that was in our core
competency and we would generate more free cash flow with it, we would absolutely consider that.

Those things are very, very hard to find. So the more likely scenario is that when we get to this three times is that we
will certainly consider returning capital to shareholders in some way that makes a whole lot of sense, tax-wise, for
them.

s

Our strength is that we have the satellite delivery system; that our network is perfect to 99.9%. We like our delivery
better than over the 3G. I still get calls dropped. I'm not sure that my experience is so good. That will improve. But the
fact that we have this interface in the car and the fact that we have this 99.9% penetration is an advantage. And in 2.0,
when you combine that with certain aspects of IP, it really works. The 135 channels of content, we're constantly torn on
what to put on them. There's so much good content that we could be doing. And we think that we have, again, the best
content in radio.

Our OEM agreements are advantages. Prior to the merger, somebody might say, gee, that's a disadvantage because
somc of these were very costly. But, again, we rationalized — after the merger the same way as we rationalized our
programming expense, we rationalize our OEM expense. And those two today are important assets. And many of our
deals include revenue share. And we like that idea because the car companies are working with us on getting the
extensions, getting the renewals and also dealing with the used car aspect.

We have a great asset, that these companies didn't start cheaply. Before we started making money, we've lost $8 billion.
And now — so it sucked then. But, on the other hand. now that we're here, we now have this $8 billion to use to shelter a
wholc lot of the moncy that we're going to making in the future. And that's a great advantage. We talked about the
subscription model. And the fact that we're a pure-play company that's focused, I think, is a real asset. I know that, that
story is very easy to understand, and we like that story.

And the last slide I have — and I'll get out of the way — is this is what's going to happen. You're going to see subscriber
growth from our company. You're going to see revenue growth from our company. You're going to see our interest
expense dropping. You're going to see the benefits of the NOL. And I think vou're then going to see this free cash flow.

I think that the free cash flow is, again, the most important message. I think it's the absolute amount of the free cash
flow. It's the growth rate of the free cash flow, and it's what management does with the free cash flow that's important.
And | think that our investors are going to be very, very pleased with it.

So we're feeling very good about the rest of the year. We announced what we thought — what our subscriber number
would be by year end. And we said that would be 1.6 million, up from 1.4 million. We're on target for that number. The
fourth quarter. for — subscriber additions are going to be the highest fourth quarter in the — since the merger took place.

So our business is very good, it's very strong and we're looking forward to a very strong 2012. And thank you very
much for your time. And [ will turn it over to — there we go. Leave that there?

Courtnee Chun Ulrich
Yes, you can leave it up there. Thanks, Mel. Next, we have William Lynch, Barnes & Noble's CEO.

William J. Lynch, Jr.

First of all, I'd like to thank Liberty, John, Greg, Mark, the rest of the group for having us here today. Obviously, |

think we're one of the more, if not, the most recent addition in their portfolio. I'm going to focus less today on financials
and more on strategy because I think we haven't gone out, necessarily, recently, and articulated our strategy. But I'll tell
you a little bit about what we're focused on and our priorities today.

R (i iy BT

e
i

- gl

Page 16 of 32

SXM_CRB_DIR_00020748



Company Mame: Liberty Media Capital Market Cap: 6,397.44 Bloomberg Estimates - EPS

Company Ticker: LCAPA US Current PX: 78.40 Current Quarter: -0.110
Date: 2011-11-17 YTD Change($): +15.84 Current Year: 3.136
Event Description: Investor Meeting ¥YTD Change(%): +25.320 Bloomberg Estimates - Sales

Current Quarter: 117.250
Current Year: 964.600

So, really. our strategy is based on three key pillars. We went out on an investor day two years ago when [ first took
over and Len, myself, a few of the others were talking about what we wanted to do. And at that point, the investment
thesis for Bames & Noble was really this stable, legendary, specialty retail business paying a big dividend. But we saw
this historic opportunity that was coming and emerging in digital content. And what we said was, this business that is
great business, mature, stable cash flows, paying huge dividends; we're actually going to invest more and chase what
we scc as an opportunity with cBooks. digital newsstand and other forms of digital content and turn us into a growth
company.

So I'll give you a little preview on how we've done. But it's really based on what's going on with eBooks and the
newsstand market. [ph] Verona Schuller (1:26:36) just came out with a projection that says, eBooks in the U.S., alone
will be $7 billion by 2015. They were $1 billion last year, to give you some scnsc. So you're talking about a CAGR for
the next four years of over 100%.

We launched our eBook store in August of '09. There were a lot of questions about whether we could compete in this
technology area. No one has grown share faster in this exploding and meteoric eBook market than Barnes & Noble. We
currently have 27% share in eBooks, and that's primarily due to because of what we've dene with NOOK.

Sccond plank in our strategy is to gain sharc of the physical book business. While that busincss will contract as cBooks
and digital grow, it still is a very large business in the U.S. It's projected to be $14 billion in 2015. Our biggest
competitor in the bookstore chain arca, Borders, went out this year. I'll tell vou a little more about that. But we've also
seen other non-book retailers that sell lots of books, the mass merchants, Walmarts, et cetera of the world, pulling back.
So we expect and are gaining significant share in this retail area.

And the last thing we said we were going to do is we were going to expand into other categories. We have some of the
most valuablc customers coming through our stores cvery single day; in fact, tens of millions a month. Thesc arc
high-income customers. Many of them are readers. A lot of them are parents. So we looked at. what are the other types
of merchandise we could sell them? So I'm going to tell you about our progress there, particularly in toys and games.

Let's start first with eBook area. So what have we done to monetize content? This ¢Book business for us has been
explosive. It's been the fastest growing part of our business. 1 said it'll be $7 billion by 2015, If you look at what we've
done and how this has grown, it's on a 200% year-on-year growth rate. No company has gained share faster in this area
than Barnes & Noble.

The other area, which is just now emerging is digital newsstand. If you look, eBooks, clearly, has gotten a lot of press.
But the next big area of content that you'll see accelerate in digital will be newsstand, primarily because it's been too
expensive for these publishers to produce their workflows, quality digital publication. T don't know if some of you have
seen the first Wired magazine, which was touted as the future of the magazine. That cost $225,000 for that issue to
produce. Obviously, that's not scalable when you're a People Magazine and producing every week.

The publishers have gotten their workflows down and now it costs, on average. $15,000 per issue to put out a digital
magazine. So what we're seeing is this explosion of content, but we are also seeing a proliferation of mobile tablets that
are optimizing around digital newsstand, NOOK Color being the first that did it. So we've got the - NOOK has the
number one share of digital newsstand to date. And we see this just growing with the explosion of more content and
morc devices out there.

Next is apps. Pardon me. I'm just getting over a cold. Next is apps. And with our apps business. we launched this in
March of this year and, literally, overnight, it became a $10 million business for us on agency margins, which are 30%
fixed margins, And this is one of our fastest growing business. You might recognize this first — this'll give you an
illustration of how fast this area is growing. This first icon is Angry Birds. If you don't play it, your wives, husbands or
children do. Angry Birds is founded by a gentleman named [ph] Peter Kay (1:30:21). who is a friend. the Mighty Eagle,
and they will sell $550 million downloads of Angry Birds worldwide this year, making it a bigger brand than Coke and
this was a brand that did not exist two years ago. So this is an explosive area for us.

And then lastly, this area of Publt!. Let me explain what Publt! is. Traditionally, for — thank you very much.
Traditionally, if an author wanted to get their book published, they had to hire an agent and funnel through, find a
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publisher and then go through traditional distribution models. There are two companies that have disrupted this idea of
independent authors and small publishers and it's us and Amazon.

We have two small publishing platforms. Ours is called Publt! and it's allowed small authors with quality work to

upload their digital content, click through a click-through agreement with us and post it for sale to the millions of

installed base of Nokia users who are shopping for content online. This is the fastest-growing area of our business,
digital business in both catalogue as well as in sales volume.

Just to give you some sense of that, last week, we added over 4,000 new titles to our digital repository alone in Publt!
and we developed relationships with over 225 independent authors to resell their digital copyright catalogue. So what
you will see is this bifurcation that's happening in the world of books between the front list best sellers, you will have
the John Grishams, you will have the Pattersons, those will be signed with big advances by the big publishing houses.
And then you will have this proliferation of content that is direct to consumer through the two dominant platforms, and
we have one of those platforms in Publt!.

Okay. Moving on, so | mentioned our share. Again, we launched in August of '09 and based on industry statistics, we
have 27% share of the eBook market. This is a meteoric market, going to $7 billion. We feel very good about our
ability to maintain or grow that sharc and I'll tell you how we're going to do that shortly. This is a quotc from Brian
Murray, one of our key partners at HarperCollins, about our success. Then in digital newsstand, we currently got about
30%. We see that business going to $3 billion in the U.S. and we feel even better about our ability to gain share in the
digital newsstand market, maintain and grow share. I'll tell you how we're not only doing that through mobile devices,
but also in the stores.

So what does this mean? Between our share gains and the rapid growth of these digital markets, what we've developed
here is a big and rapidly growing digital busincss. In 2010, this is our fiscal ycar I should notc, so — in August of '09, 1
mentioned this was a PowerPoint slide for us. We had no business in digital content. And in that year, that fiscal year,
we ended up with $123 million in revenues. Last fiscal year, which ended in May, we did $880 million, This year, we
will — we're projecting to do $1.8 billion and this is in digital content, hardware sales and to a much lesser extent,
accessories and warranties. ancillary revenue stream. So we feel great about this growth. And the way we've done it
really is through products, to start.

We have developed, in my view and in others' view, the best and most innovative product in the eReader category. the
last three. This is NOOK Simple Touch. You might have seen the review that Katie did, Walt's partner, vesterday in the
Wall Street Journal. She did a review of this product versus the Kindle, new Kindle Touch, saying that she's still
hooked on the NOOK and rating this as the number one pure-play eReader. Consumer Reports has this product as the
number one eReader and you can see some other quotes here.

This is our entry level device. We just marked it down to $99. In a world that's very much about share gain, this is our
match play to get in and control those lockers. And so this will be a lynchpin product in our overall portfolio.

The next product really was probably our most pioneering product. This has NOOK Color where we invented a new
category of product. To date, eReaders looked a lot like Simple Touch. These black and white screens primarily
associated with the Kindle who came out with the first real widely adopted. We said, well there is a lot more content
out there, children's books, digital newsstand, comics, ct cetera. So we launched NOOK Color and this has been our
most popular product. We've sold millions and it's really facilitated our share gains in what I'll call the non-fiction
categories, the kids' books, the digital newsstand.

And then the big news that we announced two weeks ago is NOOK Tablet. We sent a press release out yesterday. This
is available in stores today. In that press release, we talked about this product exceeding our expectation. It really is, I
believe, the best product in the 7-inch portable class. And what it's meant to do is take our leadership in digital reading,
build on that.

We've added a comic store, we've added more graphic novels, cookbooks, but then we've also added the best in HD
entertainment. We did a deal with Nettlix and Reed, who is providing great support. No product has a deeper Netflix
integration than NOOK Tablet. It's a very powerful product. Tt's designed for ultimate portability.
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It's got the world's most superior display. We invented this display, it's called the VividView. with our partner. LG, and
there is a lot of technical things we did, but it is the hands-down best display for viewing and reading content and that
includes the iPad, because it's got anti-glare in it and if vou look at viewing angles, we've optimized the viewing angles.

Pcople ask all the time, how arc you going to compete with Apple and the iPad. We don't really, in the sensc that when
we're designing products. we're designing for a much different consumer. If you look at the customer we've been
accumulating with NOOK, it's mostly women and it mirrors very closely what we have in our stores. So, these women
are the ones who buy books and magazines in this country. 60% of that content is bought by women.

So, when we're designing these products, we talk about portability, we're designing them primarily — men, of course,
but women too, that take can take them in purses and bring them around. So, this product is under a pound. It's
designed for portability and battery life is another innovation here, where it's got the longest battery life of any tablct on
the market.

So, I want to show you how we're going to support this product by playing you an ad. We have our largest marketing
campaign ever against this breakthrough NOOK Tablet and we've enrolled one of our favorite friends at Barnes &
Noble, big author, big celebrity Jane Lynch. She has extremely high Q scores with our primary female target. And so,
I'll show you the ad now.

| Video Presentation|

So, Liberty graciously gave us some real estate outside and we've got demonstrations of our NOOK Tablet and I invite
you all after to take a demo of that. We would love to get you to know the product a little better.

The second plank after product that has allowed us to be successful in the digital area is these bookstores. Consumers
who want to touch and feel gadgcts. If they're going to make an investment, they want to understand what's — what the
options are in the marketplace and they'd like to try things before they make those investments.

No one has the reach we do to service those customers, with our 700 neighborhood locations. So, this will only become
more important as you cross the chasm from early adopters, who are more fluent and comfortable with technology, into
early majority and the mass market. That's where we are right now in eReading and this tablet market. We are just
getting to the end of the early adopters and getting into the early majority.

So, we've really focused on this. We have the most highly trained, friendly, and well-versed booksellers and NOOK
sellers in the U.S. So the other thing I would invite you to do is go into even a Best Buy. who in my view, probably
does the best job of educating their sales force. go into them and buy an eReader. Go into a Walmart, Target, et cetera,
these are all partners of ours and they do a nice job. But there is 4 totally different level of service you will get when
you walk into Barnes & Noble. We know this is the big part of our competitive advantage and we focus a lot on it.

And, in fact, onc of the things we have donce is we've blown out the footprint we've dedicated to our in-store scrvice and
I'll show you in a just a moment something called the digital shop that we've rolled out into 40 of our top locations. The
digital shop is meant to be the preeminent place for consumers to learn about eBooks, get their newsstand
subscriptions, learn about new types of content that are coming down the pipe and learn about our NOOK products. So
we've got it in 40 stores starting this holiday and we'll roll it out to hundreds more and I'd like to show it to you now.

So those stores aren't just about showcasing NOOK, they are also about getting people to subscribe to our ecosystem.
We know that once we get someone to buy 11 books. they are going to be with us and their retention rate and I'll use
the word churn, which I know is a familiar term, our churn is much lower. They also buy more content, but that's where
we can get them to subscribe to magazine, lucrative newsstand subscriptions. A Wall Street Journal is $20 a month, in
digital, we get a significant portion to that.

So, this is about the content as much as it is about devices and so we are exploiting this advantage we have more than
anybody else, in fact, so much so that we've created an ad with Jane Lynch about it. Just one last data point, when we
went out and pulled consumers at the end of last holiday in January and February and said, why did you buy NOOK
over Kindle, which are the primary two leading brands in this market at this point, the number two reason they cited for
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buying NOOK is our in-store support. So we said let's commit to that, let's invest in the training, but let's also market
that benefit. Here's a good example of how we're doing it.

[Video Presentation|

So the audio is a little weird here, but you sec what we arc doing. And we tested this with our customers and they loved
it. They obviously love Jane, but it also brings to life how we're there for people. In addition to our own stores, more
and more. our NOOKs are being sold on third parties as awareness of the product grows. The world's best retailers have
come to us and we've struck deals. We'll be in over 12,000 doors with NOOK this holiday, including Best Buy,
Walmart, Target and others. And again, that's becoming a bigger share of how many NOOKs we're selling.

So here is the strategic slide of what's going in the overall book market. What you see is the $22 billion U.S. consumer
market, we've had about 17% of that, Amazon with an cquivalent sharc. What's happening is with orders going out and
the market consolidation, there is, if you will click through the next slide, there is $2 billion up for grab in this first
holiday season.

We've said publicly and I've said in our last carnings call, we will pick up $300 to $400 million in annualized sales lift
just from Borders going out. We feel very good about that number at this point. Our traffic is trending well up from
what we thought previous to their liquidation. But importantly and meaningfully, there is a whole other $10 billion here
that will consolidate as well,

What you are seeing is and speaking to a lot of the publisher CEOs, their mass market business is down, their drug is
down. A lot of these stores, the Targets, Walmarts of the world, even drug, carry books. As category shrink, they all
look at their business and they shrink the footprint or get divested of the category altogether. We are increasingly
becoming the only place to buy a large selection of books, but to get books in general. And so we will definitely benefit
from this consolidation that's occurring.

So, what does this mean strategically for us? We are vital to the publishers. The publishers understand this; we
understand it. Again, to give you a data point on this, we carry about 95,000 ISBNs in our stores and ISBN is a SKU.
And most ot the profits from — these publishers reap from their backlist, from that long tail business here. Only 5% of
what Barnes & Noble sells is best sellers. We are critical to the profitability and cash flow to these publishers. And so
as these various other retailers divest of the category, we benefit and only become more important. Just to give you
another sense of that, we carry around 95,000 ISBNs. The next biggest assortment is Walmart at 2,500. We are literally
the only showroom for these books in the country, giving us a very important partnership for them and enormous
leverage of scale.

Secondly, from the retail standpoint, we are an anchor tenant in a lot of these properties. With Borders going out, there
is no bookstore to put in these projects. We are able to go in and negotiate very favorable leases. As we've said,
two-thirds of our leases are up in the next 2.5 years with these landlords. And they want that high income consumer,
they want that bookstore bringing in traffic. So, from a cost perspective, we expect big yields and savings to either
negotiate a more favorable lease or move a project into a more favorable location.

So this is the current market share and size of the various businesses. Here, you've got the pBook market. Tn 2010, this
was $21 billion, thc cBook market, $1 billion. We had 17% of the physical book market, 25% of the cBook market.
Here is what's going to happen and here is our view in 2015. You've got a $14 million pBook market with a 20%-plus
share. We're already reaping these share gains now and then you've got this explosive eBook market in $7 billion in the
U.S. and we feel very good about our ability to hold or even gain share in that market. So we will be selling more
books in 2015 and we view this as a great opportunity.

Lastly, when you look at new categories we've entered, toys and games is a massive market. The trade book market in
the US, $22 billion to $23 billion. Toys and games is $22 billion and so we went out to our customers and said what
else could we sell you, and toys and games was the number two category they told us they wanted to buy from Barnes
and Noble.
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But as you'll see in the next few slides, we are taking a very different tack. We are not trying to compete with Walmart
and Target in this plush area of toys and this highly promotional Tickle Me Elmo, that sort of assortment. We've got a
curated assortment and really are working on developing the world's best educational toy and game destination. So
moms and parents can go into a Barnes & Noble. the way they've always had and feel good when they pick up a gift for
their son, granddaughter, or a birthday that they are going to get something that is good and nurturing for the child.

This assortment and this new rollout of these sections, you can see for those of you in New York in Union Square, but
we've rolled them out to over 500 locations for Barnes & Noble this holiday. So we just completed that. These are
1,000 square foot assortments. You'll see some photos we've got here. Let's skip through the games and puzzles.

You'll see some of the photos we've got here and we've partnered with these development brands who helped invest in
some of these pictures, like Lego, like PLAYMOBIL, et cetera. So a very different environment than you're going to
find this holiday at other toy stores and we think the consumer will respond. It's worth mentioning prior to the launch of
this, our toys and games business was up 53% year-on-year. So we only expect this to increase.

So that's really what we're focused on. We see and really, I've never seen an opportunity the size of what this disruption
in digital content creates, We think in the U.S. alone, it's $10 hillion by 2015. We've been able to gain share extremely
quickly. We feel good about our strategy and our asscts to continuc to gain share and then it's just riding the natural
growth curve of that business and certainly, we're doing that with great products in our stores.

Secondly, in the physical book side, we think no one is better positioned to capture certainly in the physical, the
physical book business that's going to come to us and we're already seeing that now. Our traffic has been as high as it
was six years ago with Borders going out. So this holiday, we expect big traffic gains.

And then lastly, we started going big into other categories where we can use all that traffic coming into the stores, like
toys and games, to sell more merchandise. These are typically higher ring transactions at favorable margins and we're
Jjust starting to get into that in a big way and this holiday will be informative for us. I should mention. you all have a
bag that we've given you for Bames & Noble. In that is a 50% discount for toys and games. Everyone knows a child.
We hope you take advantage of that this holiday and I would encourage you to go take a look at the new NOOK tablet.
I think it's one of the real breakthrough products for this holiday and thanks a lot for your time.

Courtnee Chun Ulrich
Thanks, William. Next, we have Michael Rapino, Live Nation President and CEO.

[Video Presentation]

Michael Rapino

Thank you. | knew Albrecht would be showing oft these tancy new shows, so we had to something. And | have to
thank Albrecht. because — and Greg Maffei, because my stock's up 7% in anticipation of what we're going to do with
that $1.5 billion and how I'm going to get some of it. So, I thank you. So we're going to take you through Live Nation.
We've had a fabulous year. It's been the second year of our coming out of the merger and getting through the first year
jitters and getting the organization ready for our mission.

So I'll take you quickly through, what is Live Nation, how are we positioned and how are we going to grow? So Live
Nation, one of the questions | get often over the last year is, where does the concert fit in the consumer spend? Are they
going to less shows, are they spending more time on the computer? Is there any erosion in that kind of love for the
show? All this data you can sce up here will tell you that the show still holds a very high spot in the consumers'
got-to-get-to that year. The average consumer goes to two shows a year.

We did some of the research in the last two months with our consumers' casual and heavy users, said to them, next
year, are you going to go to the same amount of shows, are you going to go to more or less? 85% of them said they are
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going to the same or more shows. So. going to a show is a Kodak moment around the world. That consumer, no matter
what kind of bracket you're in, you are saving enough to go take your son to the Taylor Switt show, or your daughter to
the Taylor Swift show, T hope. Your AC/DC reunion with the college buddies. So it's a magic moment. Tt stands strong
and it's only getting stronger around the world, as emerging markets are getting their taste of Lady Gaga.

How is this business — how does this business do? 1 like to remind people we're not in the music business and [ say that
only because we don't have any of the challenges that the record labels do. We're not trying to figure out the digital
revolution with the CD. The concert business has had 20 years of strong growth. 2010 was the first year in 20 years
where the consumer pulled back slightly. We predicted that in 2011, the business would rebound. But it is a healthy
business. And as you can see from these numbers, great growth over the years, and we expect with the emerging
market and the international markets, that this linc will continuc to grow.

People are always surprised at kind of the scale we have. When you look at how many people went to a Live Nation
concert, it's more than the NBA, NHL combined. If you look at the amount of tickets that we sell at Ticketmaster, it's
number one in the world in terms of any kind of metric you can do against sports.

So we consider Live Nation kind of a league in itself. Tt's the closest thing you have to the NBA of the concert business.
It's kind of the credible global brand that connects with sponsors and is the number onc content suppler.

In our business, we really do two things. On one side of the business, we are a content company. We need to go out
there and acquire the show, work with artists and get those tours on the road. And on the other side of the equation we
got to sell to the consumer. The unique part we have is we figured out four or five years ago that we didn't want to
tollow the record labels, was we could not outsource the front door. We couldn't just be the middleman. And one of the
challenges the labels had is they didn't figure out how to become the iTunes. And I give you great credit, Barnes &
Noblc. That's the first time I have scen that presentation. You've stepped out in front to make surc you're not just sclling
iTunes. The labels didn't do that. That was their core challenge.

We knew from day one that we had to be on both sides of the equation. We had to be the best B2B business in the
world acquiring and putting on shows, but we had to own those 200 million consumers that are coming through our
door. We had to know their names. We had to have a relationship with them and we had to become a great B2C
supplier.

So on both sides of the equation, this is what we do in our business every day. How do we do on the content side?
We're number one in the world by far. On the concert promotion side, we're larger than every other promoter in the
world combined and growing. And on Irving Azoft's side, again, there is no real public data on his competitors, but
there would be no one close to his scale in terms of what he has consolidated on the management front. So number one
in growing on content.

And on the eCommerce side, it's always a surprise when I say to people that Ticketmaster is one of the largest
eCommerce sites in the world, number three, incredible stat. As Greg referred to, probably historically, Ticketmaster
didn't kind of embrace that and didn't build up that consumer experience or harness that data. But we're hot on that trail
right now and as you can see from ticket distribution, there's nobody close to us in terms of selling the tickets.

And in terms of how we've donc over time, you can sce both sides of the cquation, 13,000 shows to 22,000 shows a
year, 10,000 venues to 12,000 venues signed on the Ticketmaster side at about a 95% renewal rate. So both sides of the
business have been growing historically and attracting more customers.

When you look at our business, how do you grow this business? When you are that big and scalable on both sides, how
we're going to grow the bottom line of this business? There's three things we're going to do. We've started this year and
had great progress and three things are going to grow our bottom line. We're just going to do more shows around the
world. We get a whole bunch of untapped markets to capture. So number onc is do more what we're alrcady doing.

Number two is. we have an incredible advertising business, great opportunity there. We think it's one of our biggest.
And number three is, sell more tickets. This has been a business that has been fairly unsophisticated, historically. You
press the button at Ticketmaster, you read a print or a radio spot. We have a massive opportunity to engage these
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consumers. We have one of the most passionate fans in the world. There isn't another business where I don't have to
spend $1 trying to figure out how to get consumers that like music. They love Lady Gaga, they can't wait to get that
Lady Gaga t-shirt, get to that show and have a good seat. But we have 200 million passionate fans that we've got to
have a better relationship with.

You go to ticketmaster.com right now, if vou bought 12 tickets yesterday and you came back today. 1 treat you the
same way as I treat the guy that comes once a year. Great opportunity to take that consumer, build loyalty programs.
The number one way we sell more tickets is when the consumer tells three of his friends and bring them. The social
experience. So if you can empower that person that's buying two tickets, give him an incentive to bring his friend, your
business starts to grow in leaps and bounds. So, we've got a great opportunity with that consumer base.

As far as how we are going to grow the international, it's a huge business. The superstar in music is one of the greatest
exports and imports out there. If you look at a Lady Gaga or we just finished U2. We did 100 dates with U2. 10 or 15
years ago, all those dates would have been basically in the UK, a little bit of in Germany, and the U.S. We just finished
this tour, we went from Cape Town to Dubai to South America to Colombia. This business now is global. You can
walk into any market, I don't have any of the challenges that the rest of the most businesses do. I don't have to build a
factory. I have no regulations. I can walk in and just announce today that we've expanded into Portugal. I can walk into
Portugal, hire two of the best local promoters, put my Live Nation flag in the ground and start giving them U2 and
Lady Gaga shows, fill the sponsorship based around it, ticketing, and you can instantly start building markets.

There are, as you can see from this slide, we are large, but we've got a long way to go. It's a $12 billion business. We
earn about $4 hillion right now in revenue and you can see where the markets we want to get to. Most of these markets
are emerging. Most of these markets, you've seen some of the Brazilian T4Fun data. These are 20%, 25% a year of
growth businesses where that mass of 19-year-old to 29-year-old consumer now has disposable income, is on
IFacebook, so knows who Lady Gaga is. knows who the hottest stars of the day and is dying to see that show. So we
have a great landscape ahead of us.

If you look at what we — when we travel the world and you talk about where this business is going, this is going to be a
global business. Over the next ten years, the rest of the world, you look at Brazil, you look at India, you look at our
Russian business, our Eastern Europe business and into China, these businesses are building venucs ever day. Every
city in the world right now has a new venue. Everyone we meet with, every government, every city official from
Singapore to Dubai, all they want to talk to me about is, can you bring shows here? Can you bring Lady Gaga, can you
bring U2? We've got the infrastructure, we're investing. We want to be a global destination.

So we have an incredible hot commodity called that content, that show. That show has now more buyers than it does
shows. We had 100 live — we had 100 U2 shows and we had thousands of venues around the world that said, I want
that show and I'm going to pay you to have it. So that's where we're going to continue to build our business.

You see what we've been doing over the last few years. This isn't a kind of a wish and a dream that one day, we'll
figure out international. We are international. We've been building over the years, at Live Nation, over 50% of our
business is international. We just added Portugal to that today and we'll continue to develop our international business.
We have the scale, we have the credibility and we have the content that we can walk into any market and set up a Live
Nation office overnight and start building the business.

Second way we talked about is sponsorship. Again, we really are the NBA of this business. We have over 700
corporate brands that work with us. We have a department of over 300 or 400, if you counted global, salespeople
waking up every day, talking to CMOs and talking to local managing directors about, how could you use live
entertainment to better your brand, whether it's an image platform, whether it's a signage opportunity or an access. But,
huge opportunity. There is about a $2.5 billion global business that is spent at Corporatc America on music
sponsorship. That's over $30 billion. $40 billion when you add sports.

My slice of the pie is $2.5 billion. We're playing at about $162 million right now. So it's a huge opportunity to match
our market share against that $2.5 billion. There are not a lot of others out there that are offering anywhere near our
platform. We have the right skill set now and we think this business continues to grow and doubles over time.
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And, online advertising, again, it was never looked at, at Ticketmaster. We didn't have a staff doing it. We've kind of
gone from zero to $40 million overnight. We have a really unique opportunity at Ticketmaster. On online advertising,
which we all know is growing like crazy, most online advertising is all about the social experience. Most e-commerce
sites don't get advertising,

As great as Amazon is, Coke's not dying to do an image campaign there. We have that unique spot, where we are the
third largest e-commerce site, but we have all that image and sexiness of rock and roll on that page. So, we are getting
RFPs weekly and we're in that place, if you're a hot commodity, if you're Coca Cola, you're Red Bull and you have an
image campaign that you're selling, you want to be at ticketmaster.com or livenation.com, because we're reaching the
customer in a unique way. So, again, we think this business is our biggest growth opportunity.

And our third is, how do vou sell more tickets? What are we trying to solve here to sell? Two great facts that show you
where the pies are, number one, 31% of fans said, they would have went to the show, but they didn't know about it.
Again, not a great, sophisticated, historic way to talk about shows, just a radio spot and a print ad.

If we can drive some awareness, if we can now start talking to that guy that went to the Jimmy Buffett show every year.
T don't need to do a print ad to talk to them. We're going to do Jimmy Buffett in New York again next summer. We
have all their emails. We have their addresses. We can talk to them tomorrow. We can incentivize them tomorrow to
bring two friends. So, if we can drive awareness by entering the digital era, we can drive awareness. If we drive 10%
awareness, we sell more tickets and drop $100 million to the bottom line.

And on the secondary market, we really haven't played in it in a big way. We've sat on the sidelines. We have a
company called TicketsNow, but we're going to show you how we're going to start attacking that segment, not straight
on, but how we're going to get more of the gross from those high ticket prices.

And the first thing we did over the last few year is we reorganized. We brought in great executives and technology
people from the Amazons and the Apples and the iTunes. We built a great skill set internally. We've started this year
doing all the obvious. At Ticketmaster, we needed some new channels. We've got to make sure that we also are
reaching people on a daily basis that were not kind of in the sphere of the music advertising. Groupon, we've talked
about. It's been a great success to sell on a very targeted basis. So that show in Baltimore that's not working, we can
mail those people directly and we've sold over 1.2 million tickets. We think that's somewhere in the 60% to 70%
incremental and not a lot of cannibalization in that business to the new consumers.

And Walmart, we have rolled out kiosks and really successful there, Middle America selling the Def Leppard show, it's
hitting that sweet spot that we don't always get to. Over on the social, we're really proud about this. We have spent a lot
of time with Facebook, a lot of time with Twitter. We're by far the most advanced in this business.

We've rolled out our concert calendar, we've rolled out our Facebook integration. It's obviously a huge priority at
IFacebook. We've been in deep meetings with them. because if you're in the social business right now, you know that
concerts are a sweet spot for you. And figuring out how to monetize that, Facebook looks at the concert business
similar to the gaming business. If they can provide a platform that we can engage in and make money on, they've got
another story about how their platform makes money.

You look at what we've done on the Facebook side, when you buy a ticket at Ticketmaster, you press RSVP. It gocs to
your Facebook page. Every time we do that, $5 in incremental sales, because your sphere of friends. they all want to
20, too. We've just launched an integrated concert calendar and an integrated seat map. So now you can go to
ticketmaster.com, you can see where all your friends are sitting at the show. where they're going to buy, you can sit
beside them. So the more social, the more engaging we make the show using Twitter, Facebook, any of these social
platforms, we know we're going to drive attendance.

And finally. we needed to catch up. We were behind, but we arc there now. We've launched our app, over a million
downloaded and we had to get our mobile sites ready for transaction. Both TM.com and LN.com now. up and running,
sold over 1 million tickets over the last few months. So again, driving mobile for us is important.
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In Curope, we're a little bit more advanced where we're already doing the — get your barcode. come to the venue, scan it
at the door, but any way we can make that purchase instant on the mobile that you share it with your friends, e-mail
your friends, invite your friends. We've got a whole initiative around that and we'll continue to explore that. So these
three channels this year have helped take us to new territories and we're going to keep going hard, driving awareness
through there.

Second is what we call Pricemaster. Our goal is this, there is a secondary business that's $4 billion and StubHub has
had a good share of it. What we really want to do, though, is, we don't want to really be in the StubHub business. We
want to be in the business taking that $4 billion and putting it back on the right side of the column where the artist or
the teams participate. We are in business with most sports teams through Ticketmaster, and most artists.

Content does not want a $700 ticket being sold at StubHub. They want the $700 ticket being sold on their side of the
column. Our job is to figure out how to start pricing the shows better and participate in that $4 billion and artists today
are overnight buying into this strategy. They go on site, they see what the tickets are being sold for, they see those
$3.,000 tickets, $2,000 tickets at other sites. They understand that.

So, we launched this with a grear company called MarketShare. We have launched a software program that can be
casily uscd now by any artist, manager, any sports tcam. It takces all of the data that's out there. So, if we're going to
price a show. we've just done some tests on concerts. We did a show in Miami. Put a show in Miami, what are we
going to price it historically, three price points. If it's in the computer, data — takes all of this data from the marketplace
and says this is what you should price it at. Here is the 11 or 12 price categories that you should price it at. It
continually changes hourly and daily. based on all the market data. While you are doing that, it's spitting out the
difference between if you price at this way or this way, you are going to get this revenue.

We've tested it on concerts. Every time we've tested it so far. we got a 20% increasc in sales and a 20% increasc in
revenue, 10% increase to our revenue bottom line to us. Huge tool. Our job is to find a way to build a simple
application that we can get adoption by artists and teams, so they can get control of that ticket, understand that they can
price their show better, and it's a simple philosophy. You can price the tront more because it lets you price the back of
the house less. So the way you fill that house is maximize that front row revenue, so you can charge $10 on the last row
and get a full housc and incrcasc vour total net and your salcs,

We think this is a game changer. We're going to work real hard this year to get it adopted throughout our business.
We'll use it at our amphitheaters this summer and it's our number one way we'll go with that $4 billion and start putting
it on the right side of the content column,

So, how have we done since we've merged? We're very proud, we've had a very strong 2011. We think we now have
the right team in place. We've upgraded our staff, built up some divisions, we've got the best team in the world thinking
about our business.

We've got an incredible; I would say, simplistic vision now, if you wake up in any one of our visions, you're either
thinking about how you're getting more shows and how you're expanding that or how you're selling more tickets and
engaging the consumer. So, as vou can see the numbers are headed in the right direction. We're very proud of what
we've done for the first nine months. We've hit every metric that we wanted. We've grown both, obviously. the revenue,
the AOIL, frce cash-flow and our margin. Across our three core businesses, same story. We arc very proud that we've
kind of turned around the concert division, headed in the right way, growing the AOI, ticketing, Artist Nation and also
the margins on the core two businesses.

Everyone asks me every day, how are ticket sales today? We don't get as consumed as the analysts do on, how are
ticket sales this week or this month? We're more interested in how is the trend looking for the year. We kind of run on a
baseball season. Most consumers are — or most bands are thinking about next summer and how did you do?

So, if you look at our business, we tried our best here to give you precise data up to today. I know there was some
concern on, oh, what's going to happen in this quarter? What's happening with Europe? What's happening with the
NBA" | would say to you that we are very happy that year-over-year, Ticketmaster i1s somewhere in the 10% growth
year-over-year on ticket sales and Live Nation is somewhere in the 6% overall ticket sales. And now how do we do it in
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October and November because there was concern on, okay, great, you made at through the summer but is it starting?
We're not sensing any of that. We put 31 shows on sale Monday for Roger Waters, higher ticket price, stadiums to
arenas, we're 88% sold out for the first day.

Consumers are going to concerts. You've got the right show at the right price; your business is going to be fine. As you
can see in November, up 7%, 2%, 4%. We're going to finish this year as we've predicted. The business has stabilized.
We had a strong start to the year. We expect with the lineup we have right now, we have no doubt that we have a very
strong lineup for next year. We will not have any challenges on. do you have world tours? Do you have enough shows
to fill the pipes? The shows are there. And we believe that now that the business has gotten a little smarter, every artist
and team has figured out, they better spend a extra couple days figuring out the pricing strategy. We think that shows
will be priced better, and we predict next year we'll continuc to grow this business.

Owverall, we think those three core opportunities, there's a whole bunch of money in that international business we're
going to go get, use some of [indiscernible] (2:13:55) $1.5 billion. We're going to sell more tickets everywhere around
the world because we now are going to spend more time engaging that consumer and building loyalty programs. And
the more shows [ have and the more consumers I have, our overall sponsorship business grows; my CPMs grow. Thank
you.

Unverified Participant
[indiscernible] (2:14:24)

Michael Rapino

Your stock's up [ph] 70% (2:14:00) before you walk on. He owns it all. Your stock goes down after your speech or
about...

Unverified Participant

Yeah. I was going to tell you, your stock's up 8.5%. Congrats.

Michael Rapino
All right. Perfect. Thank vou.

Unverified Participant

But the real question I had. I think at least for every man in the audience is, could you break out the 24% of preferred
concerts by gender? Is that 48 and 07 Is it...

Michael Rapino

Right. Right. I have say, the smartest thing I did is we had a Liberty board meeting two weeks ago. And Chris Albrecht
was upset because I upstaged them when I bought Shakira to meet John and Greg. So I figured that would be the
smartest sales strategy.

Unverified Participant

Bidomberg
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Unverified Participant

Thank you, really, to all of the presenters. They were very good. Thank you.

Courtnee Chun Ulrich

All right. So we are open for Q&A. There is mics in the audience, and go ahead.

Q&A

<A - Gregory B. Maffei>: Rich. You're trying to get back at Albrecht for taking a shot — no.
<A>: So, simplicity, [ guess, is probably the question everyone is thinking about.
<A - Gregory B. Maffei=: 9, 9 —no.

<Q=>: So you have a whole group of investors in this room. Some own Liberty Capital, some own Liberty Starz, some
own both. But I think if you look at the distinct groups for a sccond, the Liberty Starz investors certainly owned it
because they saw a very inexpensive stock, maybe not rapid growth, but certainly an inexpensive stock with a lot of
strategic opportunities. They own Liberty Capital because they saw a stock that they either liked Sirius or they saw a
dramatic discount to NAV, and they saw that gap being closed through a number of transactions or rapid share
repurchase.

Now you've muddled the pot, so to speak, for the moment. And while you've simplified into one company versus two
trackers, the individual audiences in this room owned cach of those companics for different reasons. Should we believe
that there is steps two and three to come in the next 12 months or do you think that investors have to adjust to a new
structure of Liberty?

<A - Gregory B. Maffei>: Well, I think a couple of things. First is, the investors, at least by appearance, seem to be
appreciative of our move because both stocks are actually up in a down market. So even though one might question,
rightly, did Starz investors focus on this and capital on that, T think people are willing to give us the benefit of the doubt
for the — lot of the actions we took raising the capital, looking at the opportunities, climinating some of the tracker
discounts, are positive moves.

Steps to come. Look, we believe, obviously, we're long-term shareholders. Nobody's a longer-term sharcholder than
John, and we're in this for the long haul. And we believe these are the right steps. What will come over those steps,
whether there are other spins. whether there are other things we buy, we can't predict. You saw a bunch of the portfolio
companies that we are invested in today present, not only ones that are 100% owned, like Starz, but obviously I
thought, personally. incredibly strong performances and discussions of great stories by Mel. by William, by Michael.
And so, are those places where we'll put more capital? Are there other companies out there? We'll see.

We have no plans — no announcement to make about spinning Starz, spinning Siri. But I can't tell you those aren't
potentials down the road as well. Want to add anything, John?

<A - John C. Malone>: No. I think Greg's — when he started, the flexibility that putting them together gives you in
terms of allocation of capital, [ph] have caused (2:17:00) some great opportunities. And the ability to put leverage on
businesses that — where the ROE is going to be enhanced by leverage, I think, says it all. We'll get as complicated as we
need to get to highlight value, or as simple as reality allows us to become. I mean, it's nice to be simple here for at least
this window of time.

<A - Gregory B. Maffei>: Wc just wish 9-9-9 were all the answers.
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<A - John C. Malone>: Yeah. We haven't got into the international questions, which may make life more complicated
for Mr. Cain over here, but...

<A - Gregory B. Maffei>: Next question. Yeah. Matt.

<Q>: I thought the Barncs & Noble presentation was really intriguing. I was just curious, when you look at the digital
newsstand sales, I know it's early, behaviorally, but if vou look at the composition of the new subscribers, does that
pretty much mirror a routine, new subscriber to The Wall Street Journal or whatever? Or is there really evidence that
you're getting a different category of customer in there? 1 guess the other observation I'll make is all William has to do
is get Barnes & Noble's market cap to $850 billion for it to be as good as your Sirius investment.

<A - Gregory B. Maffei>: Well, I'll let William answer, but I think it's an evolving trend. One of the things, as you roll
out these different products, vou're opening up Barnes & Noble to a broader class, including — I think that onc of
pushes has been. is — and I think William is fully on board, that low end NOOK — I don't know about you — my
eight-year-old grabs that thing and says, oh, my gosh. it's fun to read, more fun to read on this device. And there is
certainly an adoption of younger-end consumers, | think, is going to be enormous. My bet is next Christmas, when the
pink one and the purple one and at $79, every kid in America's going to want one. But, William, why don't you give the
real answers?

<A - William J. Lynch, Jr.>: Well, on the newsstand point, I mean, it's a key point for us. which is, we've always sold
a lot of magazines. A lot of you are in New York, but if you go into your respective Barnes & Noble newsstand, it has
always been a big part of what we've sold. In fact, not a lot of people know this, we're the number two seller of
magazines in the country at retail, behind, I think it's — we're number two or three behind Walmart and Kroger.

But what we've been selling traditionally is The Economist, more specialty-type magazines. Now we're playing
offense. Our number one magazine right now is People Magazine and Us Weekly. And so what we're able to do is get
into businesses which we weren't in in a big way before with digital.

Another example of that is in romance — in the romance category in books. Most of the romance in books is sold on the
spinner racks. If you've ever picked up a prescription at a drugstore, if you turn around while you're waiting tor your
prescriprion, you'll get assaulted with Fabio and the bodice and lace stuff. But that's a hig category, and we are 26% of
the romance market in digital, where we'd never been in physical.

So. yes. absolutely. We're seeing — yes, we sell a lot of the digital magazines we've sold in physical, but it's also
allowing us to play a lot of offense in categories we didn't sell a lot in physical.

<(Q>: You're seeing some evidence, then, that some people are taking People in the digital torum that they wouldn't
have subscribed to in — as physical?

<A - William J. Lynch, Jr.>: With us, at least.
<Q>: Okay.

<A - William J. Lynch, Jr.>: I can't speak to the broader market. But what I'm saying is, we are playing in content
types, genres and flavors in digital where we have an infinitely bigger share than we've had in physical over the vears
in our bookstores.

<A - Gregory B. Maffei>: In thc back therc on stage right and audicnee left. James.

<Q>: Thank you. Can you talk a little about, it seems like a big part of the rationale for combining the two trackers was
making additional capital available at LCAPA. And the rationale for combining the two trackers rather than, say.,
borrowing at the Liberty level and attributing the borrowing from the cash at LCAP or having Starz loan money to
LCAP? Thanks.

<A - Gregory B. Maffei>: Well, I think that would not have been fair to utilize the leverage capacity that was available
at Starz and have it be loaned across through Liberty for the benefit of the Liberty Capital shareholders. The
opportunities that we believe exist should benefit both sets of sharcholders. And the reality is. is not to put [ph] too fine
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a point (2:22:00), there were more opportunitics at Liberty Capital, and there was more capital to be raised at Liberty
Starz. And it seemed like a good match. Gordon.

<Q>: So thank you. I thought I'd go a bit closer so you could actually see me to call me into the question. So I was
wondering about, now that the focus is really on the capital deployment at the combined media, if you could rank your
view of the most attractive places to put that capital, based on what you sce today. between your stock, yeah...

<A - Gregory B. Maffei>: Well, we have a purchase order in for X number of shares of — no.
<Q>: Yeah.

<A - Gregory B. Maffei>: Look. T think all of these businesses are really very attractive. That's why we put money in
them. I mean, we have, in the last several years, incrementally put money in these companies. So we think they're all
attractive. What day we put what money in at what price, I think we'll wait and see how that goes and whether there are
opportunities. And, frankly, some of these have timing issues in evolving.

William's business, Barnes & Noble, is — Len and William's business, is going through an amazing transition, and — but
it's just at the beginning of that transition, so we get an opportunity to have a toehold and take a look. We'll see how
that evolves and whether that makes sense for us to be deeper in it or whether there are other things that happen. T
mean, we like all these storics. The exact timing of where we'll put the capital, I'll 1cave to the — when we announce it.

<A>: Well, and when you buy back the holding company stock, you're basically buying a composite position at a
discount. So, in a sense, that's a hedge for the company to shrink its equity because we think the portfolio is collectively
attractive and trades at a discount to net asset value.

<A - Gregory B. Maffei>: Good point.

<Q=>: Okay. And then I also wanted to ask a question about the business at Starz, which is probably less relevant now
that it's in the larger company. But can you give us some sense of, you do see programming costs not rising materially
from here, but you are making some other investments in new Internet distribution. You are losing a [ph] Netflix B
(2:24:23), much smaller than the $300 million or so that was rumored to potentially be on your plate, but are losing
that. How should we think about the trends in profitability in Starz's expenses and revenues? How do you see that
nefting out...

<A - Gregory B. Maffei>: Well, I think you're touching on a good point. which is that Starz is having great run. And I
think I'd pointed out, EBITDA bottomed out at $175 million or $150-ish million, has gone up steadily and will be up
dramatically again this year. | think next year is a breather, in a lot of ways, on profitability, because, in part, you don't
have Netflix, at least — or not for the bulk of the vear. You don't have — no. we may come up with an incremental digital
distribution deal, but we don't have one we've announced today. And you do have pressure from some traditional
distributors who we're renewing with. And you do have a case where other factors which, like CPI and things that
might be positive revenue kicks, aren't occurring. You are investing more in original programming, and you aren't
really getting the benefit of some of the new contracts' price declines, which might be more advantageous and helpful
later.

So those are all the headwinds you're going against, which is why T don't think you'll see the kind of growth in '12 over
"1l that you've scen in 'L1 over '10, '10 over '09, '09 over '08, ct cetera. So you're right.

That having being said, I think the longer-term trend, when some of those factors do come in, I think we are a believer
that we'll get a digital distribution deal. We are a believer that some of our future contracts are going to be more
attractive as our original program gets stronger. We are a believer and know that some of the digital — the existing
content deals have clauses which kick in and get more favorable over time. So I feel if the shape looks like this to '11,
this to "12, '13/14 look a lot better, just as a general proposition. T don't know if you want to add anything to that, Chris
or Bill. Bill Myecrs is the President and Chairman of Starz...

<A - William D. Myers>: Just look at equity returns. If you're sitting there as I am, as Greg is. as all you — many of
you are as a stockholder in Starz, you were looking at essentially a balance sheet with no leverage, full tax load on the
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margin and probably two-thirds of the capital deployed with no return. What kind of a return on equity you think that's
going to project to be long-term? And, perhaps, it you think about that, you'll understand why we put them together.

<A - Gregory B. Maffei>: Next question. Right here.

<Q>: As you look at the futurc of cable, over-the-top services and your portfolio, how arc you thinking about QVC and
perhaps Barnes & Noble, because it seems to me like they're on the cusp of being over-the-top-services in and of
themselves and would benefit from many of these trends?

<A - Gregory B. Maffei>: Well, I think you're right on both. I mean, you've got — QVC is a content producer and a
distributor of other people's content. It is — operate that in a traditional linear world, but we talked earlier today about
how Internet continues to be a bigger part; mobile continues to be a bigger part; there's an enormous opportunity I think
around tablets, shows very well; and we talked about strcaming of QVC, increasingly. Barnes & Noble is doing exactly
the same thing.

I think if you look at that tablet it has, if there's a distribution channel for them to be a seller, just the way that their
physical stores were. And it opens them up to new kinds of distribution because it's not only the physical book or the
physical magazine, but the potential to be selling applications, selling services, Netflix is one of the pre-loaded apps, [
think, that is particularly compelling on the NOOK tablet. So I think there's a lot of great stories about how we do in
effect become over-the-top driving those digital trends. Other questions.

<Q>: Sorry, asking a few too many questions. But when you look at...

<A - Gregory B. Maffei>: Just like we lost all our market share in trackers, you're taking a big share in questions. I
like it.

<Q>: When you look at it — I guess it's prematurc, obviously, to compare Spartacus to any of the HBO scrics, but when
you look at the normal multiplier on the ancillary revenues and the benefits of owning the content, what's the upside in

that? Where would that index historically for a real hit series? And how much of a — I mean, obviously, you're just out
of'the starting blocks, effectively, but where do you think that would be right about now for Starz?

<A - Gregory B. Maffei>: Well, I'm going to let Chris add, but I'm going to tell you that Chris has a real problem that I
am sympathetic to. Chris already did the two best original series that any premium channel's ever going to get because
— just becausc of the way it works. No onc will cver make as much moncy as they did on some of his — and I belicve it
was Band of Brothers and Sopranos were the two biggest ever?

<A - Christopher W. Shean>: Band of Brothers and Sex and the City.

<A - Gregory B. Maffei>: Sex and the City. Not Sopranos — excuse me. Band of Brothers and Sex and the City were
the two biggest. And just because of the nature of the heast and DVD distribution and the like, T don't think you'll ever
sce that again. Never, You can defray a lot of costs, but you'll never sce it again. And unfortunately, 1 [ph] will
(2:29:41) feel that way sometimes a little bit about SiriusXM. We'll never see another one again, so I'm sympathetic.
Chris, do you want anything?

<A - Christopher W. Shean>: Yeah. Pay television, how you account for the revenue is unigque when it comes to the
television business because often there's a first window of revenue that doesn't exist in the pay TV business. I mean, for
the purposes of private participants, we have an imputed license fee. But there isn't really any revenue that comes
against that. So when you're doing the ultimate of what kind of revenue a show brings in, it's very hard to quantify
accurately that revenue.

Having said that, Spartacus is on track to actually return all of the money that was invested in it, from dollar one, and
have a profit on top of that, Tt's too early to tell you how many. But based on what we're seeing for Season One, it will
be one of the unique kinds of shows. And based on that and based on our viewing of that, it's one of the reasons why
we're targeting this theatrical type of programming because we believe that it will have the best opportunity to match
up against those shows and become truly profitable in the definition sense of the world. So I think Spartacus will —I'm
sure Spartacus will end up being one of those unique and good stories in the original programming series space.

Bisombers
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DVD's being down, obviously, the international marketplace becomes even that much more important. But, as I said
before, the DVDs seems to be holding up pretty well in these boxed sets for the premium series.

<A - William D. Myers>: T would say, generally, don't define value creation too narrowly. If in fact Spartacus is a
successful scrics and it causcs us to renew an affiliation agreement with a major distributor at a premium, you capitalize
that. If Ted Turner could get Sunday Night Football and launch TNT and create a network because of it, you have to
look at value creation in that sense. And probably one of the biggest problems in the movie industry over the years is
people make good movies and bad movies, and their market value goes up and down. And they don't, at the end of the
day, create much of an asset.

On the other hand, if they can create a network that has momentum and subscription revenue that's projectable out into
the future, you put a big multiple on that. So, to a very large degree, the success of Starz and creating original serics has
to be capitalized into a long-term present value of future cash flows that are driven because the consumer identifies
with the brand, the distributor identifies with the consumer wanting the brand and you are able to sustain a long-term
business. So 1 think you have to look at it in that context.

<A - Gregory B. Maffei>: It's pretty rare to find content assets that are truly enduring. But content can be a great
leverage to create a channel, a distribution form that really has long-term value. That's been the Liberty experience.
primarily. Maybe one last question. Over here.

<Q>: Thanks. As we think about Sirius and your ownership of Sirius, I think we all know from things you've done in
the past, there might be some benefits to getting those shares out of Liberty directly into the hands of shareholders in a
tax-efficient manner. What do you think of — T mean, from the counterpoint, are there benefits to Liberty, Liberty
shareholders or Sirius from Sirius remaining within the Liberty family in the corporate structure?

<A - Gregory B. Maffei>: Wc outlinced today how we have a lot of capital to put to work. I don't know whether we'll
end up — how we'll end up deploying it. But I have to tell you. you look at it and say, how many businesses are as
attractively positioned as Sirius? We don't find it easy to buy shares in a stock, a few shares, let alone have a control
position or negative control position the way we do in Siri, to have a business like that which has the tailwind that it
has. There are few businesses in America that I have as much as confidence in are going to dramatically increase their
cash flow over the next three to five years. Onc can rightly say, what gocs on past that? Is it the right valuation? But,
boy, it's got a heck of a tailwind behind it right now. So one of the benefits is, find me another place where we can put
our capital that's so attractive, and we can hold it for the long term.

Maybe one last question — we're short on — we have little time 1eft.

<Q>: Yeah. My question's just on — we were talking about the transition of Barnes & Noble becoming more of a digital
media company. It scems like it's going to pretty capital intensive, becausc on the one hand we have to get the devices
into people's hands and the other is how we're going to monetize it once they're there. If you look at past devices, so we
look at like the Simple Touch, it was going for $130; [ph] you were probably (2:34:45) making a reasonable margin,
but now it's selling for $100. So it's unclear whether you're making any money off of that. But we don't get enough
guidance in terms of the income per device.

So how do you think about the potential for a negative a gross margin and then income per device if you're only really
monetizing eBooks and potentially other app arecas? How do we think about the lifetime value of getting cach NOOK
into each consumer than what we made off of each incremental, and then, obviously, in the context of how much that's
going to cost to do?

<A - Gregory B. Maffei>: Well, T think — I'll see how I mangle this, Wayne. let me see if I can give my view, which is.
let's say the -~ Bames & Noble has done an amazing thing, which is relatively rare. We talked — I mentioned earlier, to
have a bricks-and-mortar player become so strong in a technology category. And I think they've done it for a bunch of
reasons. One, they've been — had a history of people coming out of places in technology like William and Tom, who
understand the physical hardware side and have done a great job and have built a better device than the competition at
an attractive price.
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But where the real strength also comes is from the service itself, and coming from the service side and its ability to
monetize and look at the lifetime value of a consumer. And that device — and | don't think I'm giving away secrets,
they're not losing money on the bomb and they are — it's a profitable device. They will feel a ot of pressure, no doubt,
from a Seattle-based competitor who is very aggressive in its pricing. But it doesn't come down to just that device. It
comes down to their ability to monetize over the lifetime.

And it's quality and the service that they've built and the incremental ways in which they're stretching that service out to
games, out to subscriptions, out potentially to other applications, out potentially to video, how that expands and their
ability to increase the monetization and touch with that consumer, I think is one of the real opportunities. And I give
them credit for having done it in a way where they're not losing their shirt. They've actually been very efficient and
very quickly from almost nowhere — remember, Kindle was out way in front of them — from almost nowhere have built
a position, which is very impressive.

Gregory B. Maffei

So I think with that we've ran over because we had some good presentations. I want to thank everyone for coming. I
want to thank all of our presenters and, hopefully, we'll see you all next year.

This transcript mav not be 100 percent accurate and may contain misspellings and other inaccuracies. This transcript
is provided "as is", withoui express or implied warranties of any kind. Bloomberg retains all rights to this transcript
and provides it solely for your personal, non-commercial use. Bloomberg, its suppliers and third-party agents shall
have no liability for errors in this transcript or for lost profits, losses, or direct, indirect, incidental, consequential,
special or punitive damages in connection with the furnishing, performance or use of such transcript. Neither the
information nor any opinion expressed in this transcript constitules a solicitation of the purchase or sale of securities
or commodities. Any opinion expressed in the transcript does not necessarily reflect the views of Bloomberg LP.

© COPYRIGHT 2011, BLOOMBERG LP. All rights reserved. Any reproduction, redistribution or retransmission is
expressly prohibited,
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PRESENTATION
Operator

Welcome to SIRIUS XM Radio's first-quarter 2012 earnings conference call. Today's conference is being recorded. A question-and-answer session
will be conducted following the presentation,

{Operator Instructions)

At this time, | would like to turn the conference over to Hooper Stevens, Senior Director, Investor Relations and Finance. Mr. Stevens, please go
ahead,

Hooper Stevens - 5IR/US XM Radio Inc. - 5r. Director, IR and Finance

Thank you April, and good maming, everyone. Welcome to SIRIUS XM Radia’s earnings conference call. Today, Mel Karmazin, our Chief Executive
Officer, will be joined by David Frear, our Executive Vice President and Chief Financial Officer. At the conclusion of our prepared remarks, management
will be glad to take your questions. Scott Greenstein, President and Chief Content Officer, will also be available for the Q&A portian of the call. fim
Meyer, our President of Operation and Sales, is dialed in and should be available for the Q8A as well,

First | would like to remind everyone that certain statements might be forward-looking statements defined in the Private Securities Litigation
Reform Act of 1995, These and all forward-looking statements are based on management's current beliefs and expectations and necessarily depend
upon assumptions, data, or methods that may be incorrect or imprecise. Such forward-looking statements are subject to risks and uncertainties
that could cause actual results to differ materially. For more information about those risks and uncertainties, please view SIRIUS XM's S5EC filings.
We advise listeners not ta rely unduly upon forward-looking statements and disclaim any intent or abligation to update them, As we begin, | would
like to advise our listeners that today's results will include discussions about both actual results and adjusted results. All discussions of adjusted
operating results exclude the effects of stock-based compensation and certain purchase price accounting adjustments. | will now hand the call
over to Mel Karmazin,
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Mel Karmazin - 5IRILS XM Radic Inc. - CEO

Thank you for joining us an the SIRIUS XM earnings call to discuss our first-quarter results and updated outlook for the future, Our first quarter
results show the power of our high margin business model, that is producing exceptional subscriber and cash flow growth for our investors. SIRIUS
XM's first-quarter results demonstrate the best of both worlds — strong subscriber growth and reduced churn. We grew net subscribers by maore
than 400,000 in the first quarter, an 8% increase from last year's first guarter. Importantly, self-pay net additions of 299,000 grew dramatically by
148% compared to the same quarter last year. Both of these figures represent the strongest first quarter net add performance we have achieved
since the combination of SIRIUS and XM in 2008,

Rising US auto sales contributed to our growth and we are also pleased with our lower churn rate and our stable conversion rate. The first quarter
annualized [SAR] of 14,5 million was up from 13 million in the first quarter of 2011, 0ur churn rate improved in the first quarter year-over-year from
2.0% to 1.9%, and our conversion rate held at 45%. Given the approximately 12% base package price increase we implemented in January, this
positive churn result and no dip in conversion certainly exceeded our expectations and is an excellent demonstration of the value consumers place
an our service, The price increase was the first change in the base price of the SIRIUS service and only the second change in the base price of the
XM service so it is prudent that we have conservative expectations around churn and we will continue this practice,

While it is early and we still have much work to do, we have now billed 35% of the self-pay subscriber base at the new higher rate and the reaction
to the price increase has clearly exceeded our expectations. Mo one [ikes to raise prices especially when competing against free services like AM,
FM, and IP radio. But we could not have hoped for a better outcome at this stage than what we have seen so far. These initial results are a clear
endarsement of SIRIUS XM's strong value proposition to our customers in spite of the increased competition in the audio entertainment space.
And it certainly helps that the economic trends have begun to provide a bit of a tail wind.

On the financial side, we also performed very well in the first quarter. Revenue grew by 11% to 5805 million and adjusted EBITDA grew 15% to $208
million. Total cash operating expenses were up 9.6%, with most of that attributed to expenses associated with higher revenue and higher SAC to
suppoart improved auto sales and future growth. Our revenue and adjusted EBITDA figures were both record highs for SIRIUS XM, the first time
revenue passed 5800 million, in a single quarter, and the first time adjusted EBITDA reached 5200 million in a single quarter.

The first-quarter adjusted EBITDA margin, at just over 25.8%, is at the highest level in the history of the Company for a single quarter. Free cash
flow improved by 532 million, year-over-year, to positive 515 million, In the first quarter, the first time in the history of satellite radio that we delivered
positive free cash flow in the first quarter of the year. Revenue-adjusted EBITDA and free cash flow are expected to accelerate throughout the year
as the price increase rolls through the subscriber base and additional subscribers join the service. The consensus expectation for full year 2012
auto sales has climbed to about 14.3 million today from 13.7 million when we gave our initial guidance in February. This provides nice momentum
for our growth this year and we are also benefiting from our efforts in the used car market. This year, we anticipate adding 1 million self-pay additions
ta SIRIUS XM from our rapidly growing used car market channel,

In February, we told investors that our subscriber guidance was conservative and but for the uncertainty arcund the price increase, the forecast
would have been higher. While we still have a lot of work to do implementing this price increase and retaining subscribers as we compete against
free terrestrial and free online competitors, this strong first quarter performance has made us comfartable in raising our full-year net addition
guidance from 1.3 million to 1.5 million. This increased guidance will put our paid subscriber base at 23.4 million by year end, an all time record.
And, yes, we continue to be conservative, but are more optimistic than we were three months ago.We are also on track to meet our full-year 2012
revenue guidance of $3.3 billion, adjusted EBITDA guidance of 5875 million, and free cash flow guidance of 700 million.

The record free cash flow that we are anticipating this year is after substantial investments we are making in our Company. For example, we are
now programming 33 more channels today compared to last year. Many are part of our 2.0 rollout. We are very excited about the new services we
are launching later this year to broaden the distribution of our content online and offer more exclusive content. We are investing to make more
content available anline, particularly in sports programming. SIRIUS XM now offers subscribers live play-by-play, with no blackouts, from the NHL,
MFL, MLE, NBA, NASCAR, Formula 1, select college sports, and the English premier league soccer,

Much of this content is hard to find or unavailable elsewhere online and certainly, no other audio company on the internet has a sports line-up
remotely approaching our offering, all under one app. For example, SIRIUS XM subscribers can receive every Major League Baseball game on their
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smart phone or computer. The only other option to get baseball games on the internet is mib.com, Period. Mo other IP destination, Even terrestrial
radio does not have the internet rights for the games they broadcast locally. We think sports programming is a perfect example of content that
subscribers find valuable and are willing to pay for. And the great thing about our business model is that we are able to add this great sports content
at relatively low costs, especially compared to our peers in the video market.

Our on-demand service is anticipated to launch this summer across a vary of IP platforms, such as the web, smart phones, and other connected
devices. Late this year, we plan to debut a SIRIUS XM version of personalized music online, allowing subscribers to tailor their favorite SIRIUS XM
music channels to their taste, The combination of exclusive anline access to sports, proprietary on-demand SIRIUS ¥M-branded content, and
persanalized music should drive adoption of our internet tier and all access plans to make our overall service all that more desirable to consumers.
Our on-demand and personalized radio programming will have no commercials on our music offerings and will be at no extra charge to those
subscribers who have added internet listening to their plans. Free and premium competitors online will have a tough time matching the
commercial-free aspect of SIRIUS XM-branded music combined with the unique sports and talk content we offer. Let me remind you, the development
of all of this plus the investment in 33 new channels are within the financial result you've seen in the fist quarter and the guidance we've given you
this year,

We are also excited to see auto makers embrace 2.0 technology, which gives us the ability to add additional channels, new features, and software
upgradeability for future enhancements.Our additional 2.0 channels include the suite of Hispanic channels and are now available at no extra charge
to subscribers who have a 2.0 capable satellite radio and we have also added these channels to our online package. The 2.0 radios are available
now at retail and we just announced our first OEM deployment of 2.0 on select Chrysler vehicles available this summer. More models from Chrysler
and additional OEMs will be rolling out 2.0 in the future,

As we've said many times, business models matter. We not only have a lot of users but we have a fantastic model for monetizing this usage through
subscription services. Qur business model is superior to that of terrestrial radio and the internet radio companies we compete with. The subscription
business is a great one, SIRIUS XM has more paying subscribers than all the other companies in the world combined. Also, at a time when more
and mare content is available, and consumers continue to be time-constrained, as there are still only 24 hours in a day, we believe curated content,
SIRIUS XM aggregated curated audio content is more important than ever, and will be even more important in the future as even mare content
becomes available, especially on the internet.

The first quarter of 2009 was just the second full quarter of combined SIRIUS and XM operations following our merger. In the three years since then,
you can easily see the kind of progress we have made in our business. Subscribers are up 20% from 18.6 million, to 22.3 million. The operating
metrics have likewise improved over that same period. Self-pay churn of 2.2%, in the first quarter of 2009 has improved to the 1.9% we saw in this
year's first quarter. Our conversion rate has been steady at 45%, despite our penetration rate climbing from 52% to 65% over that time period.

Onthe financial side, revenue is up 37%, from $587 million to 5805 million;adjusted EBITDA is up 91%, from 5109 milllon to 5208 million, representing
margin growth fram 18%, to 25.8%, over that three-year period. But for the growth in SAC, associated with higher auto sales, margin growth would
have been even much higher. We believe we have substantial room for additional long-term margin improvement and free cash flow growth by
delivering our content to more subscribers while maintaining a tight discipline around costs.

We've used this higher earnings power to reduce our leverage and pay down debt. SIRIUS XM was 72.5 times levered debt-to-EBITDA in the first
quarter of 2009 and that improved to 7.1 times at the first quarter of 2010, 4.8 times, first quarter of 2011, and just 3.9 times at the first quarter of
201 2. Our cash position has doubled over that time period from 5375 million to almost 5750 million. The Company is remarkably well-positioned
to deliver great performance for our investors. We are very bullish on our results for the remainder of the year. Though there are always bumps
along the road, the economy, employment, and consumer confidence seem to be heading in the right direction.

Car sales are up with auto makers appearing to be effectively dealing with the resin issue that could threatan the supply chain.Increased competition
is certainly out there especially in the internet universe. But today, we can't identify the effect of new competition on our business. SIRIUS XM has
more paying subs taoday than ever before in our history and we are going to keep growing this year to end at another record level, We are focused
on accelerating our revenue and adjusted-EBITDA growth and we will obtain new record levels in both of these measures, And our cash flow is
now growing this year in to a substantial asset for investors with tremendous potential for long-term growth.

.. "% THOMSON REUTERS



MAY 01, 2012 / 12:00PM. SIRI - Q1 2012 Sirius Satellite Radio Earnings Conference Call

Our capital expenditures will be decreasing as a result of this significant reduction in satellite expenditures after FM-6 is successfully launched with
the benefit of our NOLs we will not be paying any significant amount of income taxes for quite a few years. Combining, all of this adds up to our
ability to efficiently use the cash generated by our business for the benefit of our shareholders. Dur strategy is working. Our execution is strong
and we have a fantastic organization capable of meeting our goals.We have started this year with great results, and | believe it's an exciting time
ta be a shareholder of our Company. Based on everything we know today, we are confident that 2012 will be a great year for us and 2013 will be
even better. With that, | will turn it over to David for some additional remarks.

David Frear - 5IRILS XM Radio inc. - CFO, EVP

Thanks, Mel. This was a great quarter for SIRIUS XM on all fronts, While the macroeconomic picture is a little mixed, auto sales and credit card
defaults are improving providing a good backdrop for SIRIUS XM.The first quarter was the best quarter for auto sales in four years. SAR came in at
14,5 million vehicles, rising 12% over 2011° first quarter and consumer purchases of 5IRIUS XM-enabled vehicles were up an even more encouraging
16%. Auto analysts have been raising their outlooks for 2012, now averaging about 14.3 million cars. The production/penetration rate remained
at 65% for the quarter. As a result, the rise in auto sales produced record levels of sales and installations of satellite radio-enabled vehicles in the
quarter. Installations were up 19% from the prior year, record sales of SIRIUS XM-enabled vehicles has driven total trial inventory to record levels
as well.

We entered the second quarter with over 5.7 million vehicles in trial. Ending subscribers were up 8% over the year-ago level at 22.3 million subs,
the 105,000 unit increase in paid trial inventory in the quarter was complimented by a 148% increase in self-paid subscriber net additions to 299,000,
from 121,000 in 2011, Self-pay subscribers exceed 18.2 million. The new car conversion rate was 45% in the quarter matching 2011's first quarter
performance, Strong growth in new car conversion volumes was met with strong growth in subsequent owner additions to drive total self-pay
gross additions up nearly 20% over the comparable period last year.

We now have more than 5000 dealers to report sales of previously owned vehicles with satellite radios. We continue to work hard to retain every
subscriber and that work is clearly paying off. Self-pay churn declined to 1.9% from 2% in 2011, as the improving economy and reduced deactivations
for nonpayment clearly helped us overcome some of the early effects of the price increase. As Mel menticned, with the good start to the year for
self-pay additions and the rising expectations for auto sales, we are increasing our guidance for net subscriber additions from 1.3 million, to 1.5
million,

Revenue growth was also strong at 11% bringing total revenue to 5805 million for the quarter as our 8% subscriber growth was aided by 2% RPU
growth. The price increase has been rolled out to 35% of our self-pay subs. RPU growth will improve throughout the year as we continue rolling
out our new pricing, and as the effect of the music royalty fee rate reduction in December of 2010 subsides in the second half of the year, Ad sales
were also up a solid 12.8% continuing our record of outperforming the radio industry. Other revenue was flat year-on-year as growth in Canadian
royalties and US subscribers subject to the music royalty fee was offset by the reduction of the MRF rate in Decernber 2010. Revenue share and
rovalties picked up a little this quarter along with the increase in the statutory royalty rate and the increasing mix of automotive volume.

Contribution margin for the quarter was 70.4%, consistent with the 70.6% recorded for the full year 2011, Subscriber acquisition costs were up
10.5% for the quarter, with a 19% increase in installations, SAC per gross add increased 53 over the prior year as the increase in installation has not
yet been fully reflected in increases in gross additions. Total cash OpEx increased 9.6% over the prior year. However nearly 82% of the increase was
associated with costs reflecting our growth, revenue share, royalties, and subscriber acquisition costs. On the other hand fixed operating expenses
increased just 4.4% over the prior year.

Programming costs continued declining as did satellite and transmission costs, offsetting increases in engineering, design, and environment and
general and administrative costs. Sales and marketing costs increased $10 million over the prior year due to increased conversion and retention
cost associated with our increased subscriber base, and the increased trial pipeline, as well as higher automotive cooperative marketing spending.
Adjusted EBITDA crossed the 5200 million mark for the first time this quarter, finishing up nearly 15% at 5208 million. The 25.8% adjusted EBITDA
margin for the quarter was the highest in our history.
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Interest expense declined slightly in the quarter, and adjusted-EBITDA-to-interest improved to 2.7 times. Net income also increased 38%, to $107.8
millian in the quarter. Free cash flow was 514.8 million, a nearly 532 milllon improvement over 2011' first quarter and marking the first time we
have had positive free cash flow in the first quarter of the year. The first quarter is a seasonally slow quarter for free cash flow for us. A large annual
payment to a programming partner, year-end bonus payments, fourth quarter marketing, and subscriber acquisition costs historically weighed
down first quarter free cash flow relative to other parts of the year,

We finished the quarter with 5747 million in cash, net debt to EBITDA improved to 2.9 times from 3.1 times at year end. Through today, we have
repurchased 5130 million face amount of our 9.75% and 13% notes. The 9.75% notes are callable in September and the 13% notes are due in the
middle of next summer, that's 2013. We will continue to look for opportunities to either repurchase or refinance debt on favorable terms. The
launch of the SIRIUS & satellite was delayed from its early March scheduled launch as a result of a slow but ultimately successful deployment of the
salar array on the satellite that launched immediately prior to SIRIUS 6's scheduled launch,

The satellite manufacturer continues its review of the available data to determine if any modifications to our satellite are required. We have plenty
of room for delay. Our existing in-orbit satellites can provide full service to all of our subscribers for several years. The SIRIUS 6 launch has been
rescheduled for the second quarter of 2013 and may go earlier if a launch slot opens up. Our revenue, EBITDA, and free cash flow guidance remain
unchanged at $3.3 billion, 5875 million, and 5700 million, respectively. Higher subscribers also means higher subscriber acquisition costs in the
near term. The revenue and adjusted EBITDA benefits of our increased subscriber guidance will clearly benefit 2013 operating results. With that,
operator, let's open it up for questions.

QUESTIONS AND ANSWERS
Operator

{Operator Instructions) John Tinker, Maxim.

John Tinker - Maxim Group - Analyst

Congratulations. Good quarter, Could you just elaborate a little more on the 1 million number you are using for the used car estimate and how
that ties in to your 1.5 million guidance number for the full year for all net additions. Thanks.

David Frear - 5IRILS XM Radio inc. - CFO, EVP

John, the 1 million used car additions you should think of as a gross additions figure and not a net additions figure. 5o it would be a component
of your gross additions forecast for the year,

John Tinker - Maxim Group - Analyst

Right, but at this stage, I'm assuming the gross is pretty close to the net. How is that actually working out at the moment?

David Frear - SIRILS XM Radio inc. - CFO, EVP

We have been adding sort of second owner additions for a few years now.While the volumes are clearly ramping up and will continue to ramp up,
you do have your normal self-pay churn that goes along with them. For the most part, we haven't found material long-term differences in churn
rates on second owners. 5o we've got the churn roll off from stuff added a year ago, two years ago, as well as in the first quarter of this year will
affect the rest of the year.
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Operator

Barton Crocket, Lazard Capital Markets.

Barton Crockett - Lazard Capital Markets - Analyst

Thanks for taking the question.| wanted to ask a little bit about the refinancing commentary.You project to refinance over the next several months
and you talked about how that would reduce interest expense. What is your view, though, on potential uses of this capacity you are building up
for share repurchase. How do you feel about that now as a use of cash, if you were to do it, what would be the timing that it would become a real
plausible possibility?

Mel Karmazin - 5IRIUS XM Radio Inc. - CEQ

As we have said before, that our Board certainly should be in position as our business mode| continues to work and as these results that we generate
continue to add more and more cash to our balance sheet. We believe that a good use of our cash certainly would be to return capital to our
shareholders. We've said that before; nothing has changed. We have talked about the fact that acquisitions would be something that we would
consider, for our free cash flow. But | can tell you that there is just nothing we are seeing out there that we feel anxious to want to acquire or consider
acquiring.

So we will continue to be opportunistic as debt is offered to us, for us to reduce our more expensive debt. As we are sitting with the cash, we are
not getting very much interest, obviously, on the cash, By retiring sorme of the debt as David talked about, makes really good sense for our investors
ta do. While we continue to buildup cash in a significant way, to consider returning capital to sharehalders when the Board makes that decision.

Barton Crockett - Lazard Capital Markets - Analyst

Okay. | wanted to switch a little bit to all of the attention to this SEC license tussle with Liberty. | was wondering if you could just comment on that.
Is there anything more going on than just paperwork filings between two com panies over FCC licenses? Does the Liberty maotion cause any potential
prablems for SIRIUS if they are successful or could it help Liberty in any way that you can identify?

Mel Karmazin - SIRIUS XM Radio Inc. - CEQ

I'm not sure how much noise there really is about it, Liberty has filed a petition at the FCC that says that they are asking the FCC to declare de facto,
that they have de facto control. Our Board reviewed that petition, our Board absolutely concluded that they do not have de facto control. The
Board of Directors of our Company has control of the Company; there are 13 members of aur Board and Liberty has 5 participants of that 13.Liberty's
40% is significant influence, but not controlled. As we said in our filings, 40% is not the new 50%.

We think that Liberty's reasoning on it is what they disclosed, they said they were filing it. They want to keep their options opened. We filed it not
ta be combative with Liberty, because we are not, but we believe that they do not have de facto control. And we felt that we had a respansibility
to file those comments with the FCC. We believe that the FCC will conclude based on their precedent that a 40% shareholder, even one with
influence, is not in de facto control and that's how they will rule, but we are waiting to hear from them,

Barton Crockett - Lazard Capital Markets - Analyst

Okay, great. I'll leave it there. Thank you very much.
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James Ratcliffe, Barclays.

James Ratcliffe - Barclays Capital - Analyst

Can you talk a little bit about what the programming cost structure of the customized channels that you're launching later this year is likely to look
like and how that would affect effectively the incremental margins associated with the business?

Mel Karmazin - 5IRILUS XM Radio Inc. - CEQ

What we said about our programming expenses are, is that we are going to continue to invest in our programming channels. Most of the 2.0
channels that we have invested in, have been relatively low cost channels, but obviously there is an expense to them. You should assume that our
programming costs will continue to decline, but for us making a decision to do something, oh wow, in the programming area, We don't see that
on the horizon. 5o you should assume that our programming costs will continue to go down in absolute terms as well as a percentage of our
revenue,

Again,we continue to not be only focused on our programming costs going down, but in providing the best service in a competitive environment
to our subscribers. If, in fact, we thought that investing in mare content is something that will get us more free cash flow and subscriber growth,
we would do that. As of right now, what we are guiding you to, this year is that our programming costs for this year will continue to go down,
Including our expanding our programming lineup, because we are making significant reductions in some of the other contracts that we had
pre-merger as those contracts have rolled aver,

James Ratcliffe - Barclays Capital - Analyst

Can you unpack a little bit the better churn number in the quarter. How much was that declining retail base and the declining seasonality of that
churn versus any boost from the price increase.

David Frear - 5IRIUS XM Radio inc. - CFO, EVP

| think that the biggest factor in the chum is obviously the stickiness of the service, Improving economic conditions benefit us. Generally the
consumer has gotten healthier, We keep an eye on credit card default rates and delinquencies, that while the sequential improvements from the
fourth quarter and those are a little mixed, the year-over-year improvements are pretty significant. That has a big impact on us. One of the things
working against us is the continued rollover of cars, right? So that the fleet of enabled vehicles is aging. We have mare vehicle-related churn now
than we used to have. That has been more than offset by reduced non-pay rates and credit cards as well as just the general improvement in the
EConomy.

Operator

Jason Bazinet, Citl,

Jason Bazinet - Citigroup - Analyst

Thanks so much. | think you gave the paid and unpaid trial inventory figure of 5.7 million; do you mind giving us the paid trial component of that.
My second question is on the churn, is there any reason to believe, is there any sort of - other than the car sales dynamic you mentioned — any
reason to believe that the Q1 churn rate won't be the seasonal high for the year? Thanks so much.
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Mel Karmazin - SIIL'S XM Radio Inc. - CEQ

Let me hit the churn question and then David will handle the other one.We have given some metrics and we basically believe that our churn rate
will be somewhere between 1.8 and 2.0.We had thought that the 2.1 might be the result of the price increase; right now that's looking less and
less likely. If you take a look at how we performed over a long period of time, the churn rate is somewhere in this 1.8 to 2.0 range just |ike the
conversion rate will move around a little bit. For the most part we think of that as being somewhere around 45%.

David Frear - SIR/US XM Radio Inc. - CFO, EVP

And the paid prometional trials at the end of the quarter were less than 4.1 million.

Jason Bazinet - Citigroup - Analyst

Thank you so much,

Operator

Ben Swinburne, Morgan Stanley

Ben Swinburne - Margan Stanley - Analyst

Couple of questions, David, could you help us think through the move from SAR as we see the numbers roll through to gross adds. You gave the
build rate, | think was 65%, the conversion rate. But there is other things going on in that number that we probably don't see, particularly channel
mix within OEM that might lead to car sales with radios that don't show up in you gross adds number. | wonder if you could add any color there
ta help us think about that math. And then, related to that, which cost items are impacted by that? In other words, where are you going to book
expense without gross adds in the current quarter? | think you mentioned SAC, but | think there are probably some others as well,

David Frear - SIRIUS XM Radio Inc. - CFO, EVP

It's for the most part it's in SAC. On the install side of things that generally that's all subsidies. There are some partners who, when we convert we
have a bounty payment that's due that shows up in sales and marketing costs. You also have some pick up, | guess, in both customer service and
billing and sales and marketing as it relates to the attempts to convert those unpaid trial subscriptions. For the most part, | think you should think
of it as being in SAC.

In terms of the translation from SAR to gross adds, you're right, it gets a little fuzzy. There are a lot of moving parts to it that go to not only shifts
and market share among QEMs and which ones are paid trial partners versus unpaid trial partners, but also as you think about the full year that
the guidance we provide for net additions is — based upon an assumed mix and effective inventory of paid trial subscriptions as of December 31,
Sait's a particular point in time. And, depending on what you assume that fourth guarter pattern of sales is and what the mix is between paid trial
partners and unpaid trial partners, you can end up with some variability in what you estimate for gross adds and therefore, net adds for the year,

Ben Swinburne - Morgan Stanley - Analyst

Is | safe the assume that thera was a mix towards greater unpaid trial subs this guarter, like a Toyota or other partners where it wouldn't show up
in the subs?
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David Frear - 5IRILS XM Radio inc. - CFO, EVP

It's probably a little bit, but you had generally Ford and GM shedding share in favar of Chrysler, which is a push from a subscriber perspective. But
the Japanese are picking up and that's especially going to be true in year-on-year comparison as you go through the rest of the year. We know that
a year ago, there was a terrible set of circumstances in Japan and then the flooding in Thailand later, both of those events impacting our asian
partners more than the US and European partners. Generally, | think as you look at the SAR increase year-on-year, that all other things being equal
—.| don't know what's going to change in the automotive industry, but just relative to last year, you would think the pick up would generally be in
unpaid trial partners,

Mel Karmazin - S5I1US XM Radio Inc. - CEQ

It's interesting, this morning, Hyundal announced they were adding a third shift to their factories because demand was increasing so greatly. We
think the mix of asian partners impacted that in the first quarter.

Ben Swinburne - Morgan Stanley - Analyst

That's very helpful. Lastly, Mel, if | could come back and thanks for humoring us on the Liberty discussion. | get the question from a lot of SIRIUS
shareholders when they read the Liberty commentary and the petition that the company argues they have already got de facto control because
of their position and the way people vote their shares. It's a little bit of a circular argument. It seems to suggest they have already got control, so
you might as well give it to them. One of the questions | get is, what are the practical implications of that for SIRIUS shareholders. | don't know if
you have spent time on that. I'm sure everyone can sympathize as to why any company would not want the FCC to declare that they are now
controlled by another company. But, in terms of the practical implications for SIRIUS shareholders, any comment there as to what you guys think
that might be if the FCC rules not in favor of your argument?

Mel Karmazin - SIRILS XM Radic Inc. - CEQ

Again, | need to direct you to Liberty because what Liberty has not in that FCC application indicated anything that they want to do. They just are
asking for it. When they get asked, why are you doing it? They have only said we want to keep all of our options open. | think it would be foolish
to discuss what Liberty's decision would be and what the impact would be upon our Company. Obviously we are interested in doing what is right
for all of our shareholders. When the time comes, if the time ever comes, that Liberty's interests are different than the 60% shareholders then
obviously we will do whatever we can do to assure and protect the interest of our 60% shareholders. But we have no reason that our interests are
not aligned. Liberty has the right to not tell us what their interest is. They have not told us exactly what their interest is. | can only urge you to ask
them and we will listen in on those calls.

Operator
David Bank, RBC Capital Markets.

David Bank - RBC Capital Markets - Analyst

Thanks very much for squeezing me in. Mel, thanks for the detail on the online product that's rolling out to all access. It looks like both a great
offensive as well as defensive product. Can you talk a little bit about how you view the ad-supported competition in that — does your research give
you a sense of how many of your current subscriber base are listening to the premium, are there for the premium product versus the jukebox in
the sky? Do you guys have research behind that or a sense of what that is?
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Mel Karmazin - 5IRILS XM Radic Inc. - CEO

Let me give you some overview. We have a great deal of research about our subscribers and what they like from us and what they may like from
others, as well. In general, we don't believe that the IP business for audio content, the radio content business, where the royalty fees are so
extraordinarily high, and you are at the mercy of advertising revenue, particularly as the advertising moves towards the smart phone, and the
limited opportunities that you have to monetize that through different types of advertising. We are not big fans of it.

On the other hand we are very big fans of giving subscribers what they want, not just in the car. You should think of our 2.0 strategy as being to
super serve our subscribers, They get a great product when they are in the car; we want them to get the same great product and even expanded
versions of it when they are in a mobile environment or in their home, and that device that they are using is principally a smart phone.Why wouldn't
we, where there is no constraint on our bandwidth, be able to expand our offering so that our existing subscribers got this great experience with
the user interface in the car and total, no dropouts and able to get the channels no matter where you are in the continental United States.

That experience is phenomenal and we want to give them that same great experience an the internet where the technology has some vulnerability
but the one thing that is an asset is the fact that we have more bandwidth and we can put more content out there, 5o, yes, sometimes that content
drops out on the internet. But on the other hand, that's a problem mare for our competitors than for us. That's our strategy. [t's not that we think
it's such a great business to be in the internet radio business, it's because we are doing it to supplement the experience that our subscribers get.

David Bank - RBC Capital Markets - Analyst

Thank you, guys.

Hooper Stevens - 5IRIUS XM Radio inc.- Sr. Director, IR and Finance

Thank you very much, and that concludes our call,
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Following is the unofficial transcript of a CNBC EXCLUSIVE interview with Sirius
¥M Radio CEQ Mel Karmazin tonight, Thursday, March 8th on CNBC's "Mad
Monay w/lim Cramer” (6 & 11PM ET). Al referances must be sourced to CNBC.

Video: Cramer Tunes into Sirius XM CEQ
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JIM CRAMER: Has Sirius XM, the one and only satellite radio company in
America, finally got its groove back? This $2 and change stock has run up 35%
in the last few months. Now it seems to have more catalysts than you can
count. I was skeptical of Sirus when the federal government made them wait
eons before approving the marger with XM, closed on July of 2008, As a result
of the extended wait the combined company did have a near death experience
in late 2008. For only being saved by an infusion of capital from Liberty Media,
which purchased a 40% stake in the satellte radio company. More on that in a
moment.

But a lot has changed in the last few years. Auto sales ara now on fire. That's
a huge market for Sirius. They've also moved into the used auto market, which
is gigantic for therm. In the most recent quarter the company added 540,000
new subscribers, The total count is now 21.9 million,

In fact Sirius XM has become so successful that many worry its savior, Liberty
Madia, could buy the whole company on the cheap, somathing that [ regard as
a high quality problem. That's why I'm thrilled to have Meal Karmazin, the
fabulous CEQ of Sirius XM radio, and bafore that unbelievably successful work
at radia and TV, who is celebrating the 10th anniversary of Sirus XM in an
amazing fashion, what is sure to be a legendary Bruce Springsteen concert at
the Apolle Theatre in Harlem for Sinus XM subscribers only.

We just happened to see a ticket going for $10,000 on eBay, by the way, this
afternoon. He's with us tonight to give us a sense of where his company's
headed. Mr. Karmazin, welcome back to Mad Money. Mel, good to see you.
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MEL KARMAZIN: Good to see you, Jim.

JIM CRAMER: Good to see you. Have a seat.
MEL KARMAZIN: How are you? Thank you.

JIM CRAMER: First, I want to thank you. When my father got sick this summer-
- he was at a hospital in Philadelphia. And they didn't have CNBC on TV, so we
very quickly got him a Sirius XM radio, which had CNBC you guys are doing a

whole lot more than just when you first started.

MEL KARMAZIN: Oh yeah. I mean things have been great. I mean I've been
here now almost eight years and when I joined the company we had 600,000
subscribers and we had revenues of like $67 million. So it's been an
extraordinary run.

JIM CRAMER: Now I like to measure your company as a cash flow company,
because you taught me to do that when you were in radio. People don't
understand, because they see it's a $2 stock. They think, "Well, it must be
losing a lot of money." Can you explain to people how it's the cash flow that
matters and how that has really ramped up since the merger.

MEL KARMAZIN: So I believe, and have for a long time, that free cash flow is
the only metric that creates wealth for investors.

JIM CRAMER: Right.

MEL KARMAZIN: Free cash flow is what enables you to buy back your stock,
make acquisitions, pay down debt. And I believe free cash flow is an important
metric. Our free cash flow now, is growing-- it's extraordinary. Before the
merger we had negative free cash flow of $500 million. Negative free cash flow.
This year we will have $700 million of free cash flow. We haven't given
guidance for next year. Analysts have us at a billion of free cash flow and
continuing to grow, So it's a great start.

JIM CRAMER: You-- they are in tune? They are off the mark?

MEL KARMAZIN: Who am I to say what analysts say. But we have not
acknowledged what is going to happen beyond 2012.

JIM CRAMER: But it wouldn't shock you to do that?

MEL KARMAZIN: No. I mean if we've gone from $400 last year to $700 this
year, you know, and the year before that we were at a $100 and something,

that growth rate looks like it's going to continue--
JIM CRAMER: Okay.
MEL KARMAZIN: --for some time.

JIM CRAMER: But Mel, if that's the case, you got one of the smartest guys in
the world, 40% shareholder, Liberty. Why shouldn't they, now that the
standstill's gone away, start buying and buy the rest of the company for, say,
$250, which is what some of the analysts are saying, capping all the return

that you can give shareholders?
MEL KARMAZIN: Well-- Liberty Media is free to do anything they want to.

JIM CRAMER: Yeah, they can do what they want and you can't tell them what
to do.

MEL KARMAZIN: And I have no interest in telling them what to do. But what I
am able to do is represent the best interests of the non-Liberty shareholders
as well, So the way I look at my job now I'm responsible for all of our
shareholders, including Liberty. If there ever was to be a transaction that
Liberty would want to initiate, my responsibility would be to our shareholders to
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make sure that they are treated very fairly.

JIM CRAMER: All right. Just a couple days ago Pandora reported a number.
Everyone thought Pandora's spotified, these are all these free internet models,
can destroy you. I look at Pandora and I think that they actually have rising
costs and that you don't have, and that the competitive threat is overstated.
But I need to hear it from you, because a lot of people tell me, "Jim, you're

nuts believing in Sirius at this point?'

MEL KARMAZIN: So Jim, we have a lot of competition. Right? And I believe
business models matter. Now I mean some people could sit there and disagree
and say it's about eye balls or it's about something else. I believe it's about the
business model. We competed with our terrestrial radio for the last 11 years.
Grew from zero subscribers to 22 million subscribers. We now have competition
from I.P. You know?

JIM CRAMER: Right.

MEL KARMAZIN: They're-- no barrier to entry. Anybody could be an 1.P. audio
content company. They have a questionable business model, because it's
depending upon advertising. I have believed, for the last 10 years, from before
I came to Sirius XM, that the internet has created so much inventory, so much
inventory in the advertising world, that a business model that is principally
advertising-driven, whether it be terrestrial radio or I.P. radio, it's advertising
driven, is at risk. I don't particularly like that business model. Great company,
Pandora. Great product. But not-- question about the business model.

JIM CRAMER: Right. Now speaking of your programming costs, there are a lot of
deals that were put together when XM and Sirius were-- fighting tooth and
nail. So you paid a lot more. Is it possible-- I don't think how much the Stern
contract is. I know he is going to be on NBC soon. And I'm very excited about
that. Very excited about that. But I'm trying to figure out whether you have a
bunch of levers, including your costs, unlike Pandora's, could principally go
down over the next four or five years as contracts roll over?

MEL KARMAZIN: If you take the entire premium entertainment category, so
include television-- you know, cable television, satellite television, their costs

are all going up. You see how there's these wars between the MSOs--
JIM CRAMER: Right. Right.

MEL KARMAZIN: --you know, and the content owners. What we have said is
that our content costs are going down and as a percentage of revenue it's
going to be less. There is no-- your company, Comcast, is faced with the idea

that their programming costs are going up. Ours are--
JIM CRAMER: Going down.

MEL KARMAZIN: --going down. And they're going down because-- though we
have all of this competition, there's only one satellite radio. So if CNBC wants
to be on satellite radio, because it's one of the buckets-- they want to be on
the internet, they want to be on cable. There's one conversation they can

have and that's with us.
JIM CRAMER: Right.

MEL KARMAZIN: And that's different than when we were at war with each
other.

JIM CRAMER: You guys were at war with each other. You know, I got my bill. T
didn't even notice I guess it's a little bit higher. Am I, like everybody else,
you've now had, what, a couple of-- you've had enough time to gauge
whether there's been a fallout for that price increase?
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MEL KARMAZIN: So-- Sirius started getting its first subscriber, as you pointed
out, 10 years ago, having never had a price increase,

JIM CRAMER: Yeah. It's a bit of a bargain.

MEL KARMAZIN: When I first came to the company I thought we ought to raise
prices because from the time it started got Howard Stern, got the NFL, other
great content and never passed along those costs. We wanted to grow
rapidly. Decided to hold off. Was looking at doing a price increase again. The
merger came along. I said, "You know what? We don't need to do a price
increase. We can get the savings that way." So now 11 years later, we've
raised the price for the first time. I think we handled it really well. You know,

we learned a lesson from another company that--
JIM CRAMER: Yeah, and I want to talk about it, because that company's--
MEL KARMAZIN: But--

JIM CRAMER: --valued much less than you, but it's a subscription model with
similar number of clients. We're speaking about Netflix. Trying to understand 15
billion. I'm trying to get my arms around why you should be worth $15 billion
and not $7 billion or $6 billion like Netflix. I don't understand, Mel.

MEL KARMAZIN: So on the price increase-- and I'll give you the answer on that
one, is that our consumers have been really loyal and they really love our
product. And the reaction has been very modest. Very modest. So, you know,
we feel very good about, you know, the subscriber growth in light of the fact

that we put in a price increase. On the valuation, I don't make the valuation.
JIM CRAMER: I know you don't, but it's hard for me to get my arms--

MEL KARMAZIN: Well--

JIM CRAMER: --around why you should be at $15.

MEL KARMAZIN: What is a company that is throwing off you know, 80% of its
EBITDA is free cash flow. That free cash flow is growing at 75% last year. It's
going to normalize. Keep growing. And the idea is that the competition that we
are facing today, the competition we are facing today, terrestrial radio, is not
investing in new content. They're not going to get bigger. On the L.P. side of
the house, don't know who is going to win. I think that you know, today we
are the number one radio revenue company. Number one radio in the world.

JIM CRAMER: Right. So therefore--

MEL KARMAZIN: In the world. And have growth characteristics. A growth

company characteristics.

JIM CRAMER: Right. You do know that I want to understand it. Maybe -- boy,
I'd love to make some news here, but you're-- got so much cash flow. You can
only buy back so much debt because you have a lot of restrictions on co-
options. Why not initiate a gigantic buy back and make all those people who
have stuck with you and that stock for so long recognize that you believe, like
they do, that the stock is way too cheap?

MEL KARMAZIN: So what we've said-- and this isn't the first time I'm
acknowledging this, so [-- though I always love making news on--

JIM CRAMER: And I appreciate--
MEL KARMAZIN: --your show.
JIM CRAMER: --that. Oh, I appreciate that.

MEL KARMAZIN: Okay. But the fact is that when you have all of this free cash
flow you could make-- you use the free cash flow for an acquisition. There is
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nothing else.
JIM CRAMER: There's nothing.

MEL KARMAZIN: There is nothing, zero, out there that I want. Okay. So you're
not going to make an acquisition. You could retum the capital to shareholders.
At the end of this year, at the end of this year, we'll have between a $1.2
billion and a $1.5 billion of cash on our balance sheet. I don't know what to do
with it other than to use it as you're characterizing.

JIM CRAMER: Fair enough.
MEL KARMAZIN: Now it's a board decision.
JIM CRAMER: Right.

MEL KARMAZIN: It's a board decision. I would hope that the board would share
my feelings that way, but that has to be the agenda.

JIM CRAMER: Okay. Absolutely.
MEL KARMAZIN: That absolutely has to be the agenda.

JIM CRAMER: I want to talk about Howard, because he's still amazing after all
these years.

MEL KARMAZIN: He's the best,
JIM CRAMER: He's amazing as ever.
MEL KARMAZIN: He's the best,

JIM CRAMER: He's coming back and doing TV. You like that from your point of
view? You don't mind sharing him with NBC?

MEL KARMAZIN: I think Howard is the-- absolutely the greatest radio performer
of all--

JIM CRAMER: In history. Right.

MEL KARMAZIN: --time. In history of all time. We are very identified with
Howard because he does these radio shows. The bigger Howard gets and the
more exposure Howard gets, the better it is for me-- for us, our company.

JIM CRAMER: Right.
MEL KARMAZIN: Howard's not doing it for us. Believe me.

JIM CRAMER: No he’s making good money, right? He's making hundreds of

millions.

MEL KARMAZIN: Howard's doing it-- Howard-- and he's worth it. Whatever-- I
mean he's not-- it's not that he's paid badly. He's worth the money that he's
getting. And it's great for us that he is so successful. And I'm happy for
Howard because I've known him for a long time.

JIM CRAMER: One last question, because I'm still a business guy about where
you get your customers. The average car in this country is 11 years old. Are
you beginning to see from used cars a major growth initiative or is it really
going to have to come from new cars and that 14.5 million build could provide a
lot of upside in 20127

MEL KARMAZIN: So, so far this year on the new car side, right? Most people
seek-- are seeing a number between 14 and 15--

JIM CRAMER: Yes.

MEL KARMAZIN: --mil. That's up huge. So--
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JIM CRAMER: Yeah, from nine a couple years ago.

MEL KARMAZIN: That's going to drive our top line, together with the price
increase, okay, that we're doing. And that's where the top line revenue growth
is there.

1IM CRAMER: Okay.

MEL KARMAZIN: Used cars. There's 200 million used cars on the road today.
We-- a lot of them have satellite radios in them because we started five years
ago. We started ramping it up. We believe that used cars are going to be a big
driver. We're working hard to find the information. So, as an example, [ know
how to deal with the certified pre-owned, I know how to deal with Auto
Nation, Auto Nation dealers.

JIM CRAMER: Right.

MEL KARMAZIN: If you sell a car to me, I got to-- I want to find out how I can
get that information so I can market to you and give you a three month trial. It

is a big deal.

JIM CRAMER: Are you going to solve it--

MEL KARMAZIN: The numbers are small.

JIM CRAMER: --this year?

MEL KARMAZIN: Well, we're working and we're get--
JIM CRAMER: All right.

MEL KARMAZIN: --we're getting better every day.
JIM CRAMER:

16:40:26:00 Okay.

MEL KARMAZIN: Used cars are contributing toward the growth number that you
said in the fourth quarter. Record year last year. Oh, by the way, you talked
about Pandora, you talked about risk. In 2011, last year, with all this
competition, we added the most number of subscribers since our merger.

JIM CRAMER: Well, I think you guys are--
MEL KARMAZIN: So--

JIM CRAMER: --you know, I it is a remarkable story. I did think that you were
dead, Mel.

MEL KARMAZIN: I know.

JIM CRAMER: I did. And you--

MEL KARMAZIN: It's a great-- and by the way, you said that.
JIM CRAMER: Right.

MEL KARMAZIN: And in faimess to me, you know, it hurt.

JIM CRAMER: I know. I know. Look, and I appreciate you coming on the show
because that was not-- you know, it was a hard hitting thing that I did. I
know that.

MEL KARMAZIN: And you were--it could have been right. And a lot of
companies-- a lot of companies-- Warren Buffet was lending money to Goldman
Sachs and G.E. at 10% plus warrants. So when we spoke to 22 companies,
okay, that were frozen, they wouldn't do it. And to his credit, you know, John
Malone and Greg Maffei stepped up and, you know, made great investment for
them and great investment for us.
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JIM CRAMER: Well, congratulations on your 10th year, You deserve it. You're a

winner. Mel, terrfic. Thank you so much--

MEL KARMAZIN: Thanks a lot.

JIM CRAMER: --for coming on Mad Monay.

MEL KaRMAZIN: It's fun. As usual it's always fun.

JIM CRAMER: Mel Karmazin, CEQ of Sinus XM Radio. Please-- Google him and

see the successes and you'll know exactly was Sirus XM it going to be a huge

success bayond where it is now. Stay with Cramar.
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Okay, [all] we are and yes we are, Good morning, everyone, Thanks for joining us. I'm Ben Swinburne, Morgan Stanley's Media Analyst and please
note the important disclosures including my personal holding disclosures and Morgan Stanley disclosures, all appear at the handout available in
the registration area and in the Margan Stanley public website,

And I'm thrilled to have with me this morning David Frear, CFO of Sirius XM Radio. David has been CFO since 2003. Prior to that was CFO of Sawvis,
among other companies. David, thanks for being here.

David Frear - Sirius XM Radio inc. - EVP and CFO

Thank you, Ben,

Ben Swinburne - Morgan Stanley - Analyst

Let's talk at a high level first about the opportunity in front of XM Sirius — Sirius XM, excuse me. You guys recently gave guidance for 2012, but just
getting back and looking more longer term, how do you talk about this addressable market for you guys and the opportunity?

David Frear - 5inus XM Radio inc. - EVP and CFO

Sure. It's really about enabling vehicles. 5o in a lot of ways, | think you can think about us as looking somewhat like the cable industry did in the
early 1980s, right. They had plenty of content that was interesting stuff to watch, it was worth paying for and the question was were they in your
neighborhood, right?

So the cable industry was building out homes. S0 equipping new cars with satellite radio is our equivalent of homes past. We've got about 40
million vehicles with a factory-installed satellite radio today. And by the end of the decade, that should exceed 100 million. So our job will be over
the course of the next several years to see how many of those we can have revenue active in any given month,

Ben Swinburne - Morgan Stanley - Analyst

Great. You guys have put in your first price increase, at least that Sirius XM put one in a while ago. | know it's probably early days, but can you talk
about the reaction you're seeing from customers, everyone has got the Netflix experience in their back of their minds from last year?

David Frear - 5inus XM Radio inc. - EVP and CFO

Sure. Yes, so | guess good news is that | think we approached the price differently than Netflix did that it was a very straightforward, very clean
stary for our subscribers, no alterations in the service or anything else, just a simple change of price. We communicated that out to them in advance
that we - as | think many of you know, we have over half of our subscribers are on annual or longer plans.

atEE,
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So as their plans come up for renewal, as part of the renewal notice, we also notify them with a price increase. We probably notified half of the
subscriber base at this point. And so far, it seems to be going well. I'd say it's consistent with the guidance we provided. And | would note that we
did indicate that the 1.3 million net adds for the year was we thought a conservative future guidance.

Ben Swinburne - Morgan Stanley - Analyst

Yes. You've not talked a lot about this in how you guys manage sort of customer retention and manage churn and you have some churn guidance
as well out there. How do you think about the price increase as it relates to the guidance on churn which is for a little bit of an increase?

David Frear - 5irius XM Radio Inc. - EVP and CFO

We have guided to an increase in churn. Logically, if you increase prices, you're going to suppress demand. There are a lot of other factors going
an out there that you have changes in mix of subscribers, you've got a changing economics or your backdrop you've got the used call market
opportunity growing. So it's very difficult to isolate the impact of any one driver,

You can guess at it, but you really don't know. 5o on balance that we would expect self-pay churn to be up because of the price increase. It was
1.9% last year, we provided 2.1% guidance for this year.| think that we are hopeful that we'll beat that guidance as the year goes on. But it's too
early to tell at this point.

Ben Swinburne - Morgan Stanley - Analyst

Okay. | was going to follow up because you mentioned before you think the net adds guidance is conservative. We've also had a very good start
ta the year in vehicle sales, So sort of two potential levers, better SAAR, lower churn, | guess both. Any more context to that comment?

David Frear - 5irius XM Radio Inc. - EVP and CFO

S0 we say all the time that we don't really know what auto sales are going to be, right. There are plenty of people out there that have their estimates
for auto sales and I'm encouraged by what ['ve seen coming out of January not only in terms of auto sales and what I've heard about February in
terms of the rumors of what sales will be but also the actions that we're seeing taken by the analyst community that if you look at last year, we
went all through the year with saftening estimates in auto sales,

Sogenerally, you were looking at the analysts who were covering it sequentially sort of degrading their outlook for auto sales for 2012 during 2011,
And as we've come into the first part of 2012, the few analysts who have updated since the beginning of the year have generally been taking their
estimates up a little bit. Mow, it really hasn't changed the average, right? So the averages when we came into the year was about 13.7,it's still 13.7
among the analysts, But the few people that have come out in recent weeks have generally come in at the 14 level. And so with January coming
in sort of around that level, I'm cautiously optimistic that we've got a little wind at our back in auto sales,

Ben Swinburne - Morgan Stanley - Analyst

Great. Another key metric that everyone follows and focuses on that you've guided to is conversion ratio. And I've asked you this question before
in the pastis as SAAR ramps off of the economic bottom we were in over the last few years, do you expect any change in conversion ratio and how
do you guys manage that [and have much] free cash?
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David Frear - 5irius XM Radio inc. - EVP and CFO

Sure. The conversion rate has remained very consistent for a long period of time, right. So it's been about three years now. If you go back and look
quarter-by-guarter that for the most part, you're going to see it bouncing around between 44% and 46% that you've got a couple of statistical
outliers that pop up in the quarters but -

Ben Swinburne - Morgan Stanley - Analyst

And this is converting trials to pay, [just everyone] that we're talking about.

David Frear - Sirius XM Radio inc. - EVP and CFO

Exactly right. So there really isn't anything we see that's going to change that behavior. What moves it around for the most part now is mix. So
whether it's mix between auto partners or mix within an individual partner based on their changing model mix and sales. But largely, mix factors
are what we see coming through here.

In many ways, ane way to think about this is it is a huge direct marketing organization. We get a very high-quality data on who owns our radio. 5o
within days of the sale, we get customer name and address of new car sales, from the automakers. And it's a fresh lead, it's a highly accurate list
that we get and it gives us the opportunity to put that new owner through a marketing campaign that is sequenced and we constantly tune it,
change it from one partner to next and to try to optimize the conversion rate. It lends itself to a lot of statistical analysis, right. So we can look at
kind of different mailings, how they perform the kind of yield that we get off of altering the cadences.

And then, as the used car opportunity comes around, we're looking to extend that same kind of marketing campaign management into the used
car universe, that our objective is to work with the auto companies and work with the dealer groups to get that same sort of fresh sales data, fresh
customer name and address within days of the sale, so that we can use our same well-proven direct marketing technigues to convert used car
buyers.

Ben Swinburne - Morgan Stanley - Analyst

| want to ask you about the used car opportunities. The Sirius model is fairly straightforward, When you think about new vehicles, we will have the
SAAR, we'll have two-thirds of [them, we'll have] radios and then you've got your conversion rate which has been steady.It's a pretty easy calculation,
even | can do it But on the used car front, it's a little trickier. Can you sort of size that market today for us and maybe the opportunity, where you
are today, what deals you have in place and how that's going?

David Frear - 5irius XM Radio inc. - EVP and CFO

It's definitely trickier to do because we don't really know when the cars are going to turn over, right. We find out after the facts and we don't
necessarily find out on all of them. 5o | think the best way to think about it is the statistics for the auto industry are that first car ownership has now
lengthened to between five years and six years.

And so if you were to look backwards five to six years, and say, okay, how many new cars we're getting satellite radios installed into them, well,
then on average, they should be coming up for changing hands now. So five to six years ago, we were at 208 penetration rates of new car production,

If you roll that same kind of analysis forward, the last couple of years, we've been north of 60%. 5o you would think five, six years from now that
we should have a 609 representation in used car sales. The one trick there is that remember that used cars are going to turm over multiple times,
And so that you'll give you a certain amount of double counting,
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So you won't find us at our five-year ago rate used cars now, we shouldn't because there are cars turning over for a second time or a third time or
a fourth time in the papulation. Same thing will be true in the future, But we are trying to sort through exactly what that mix impact looks at, what
kind of consistency it shows to see if it isn't something that we can use from a guidance perspective. But the numbers are still moving a little bit,

Ben Swinburne - Morgan Stanley - Analyst

Do you guys have a sense for how many you have today in that used car market?

David Frear - 5irius XM Radio inc. - EVP and CFO

We do.We haven't come out with the numbers yet only because we're trying to make sure that they actually represent what we think they do. 5o
for instance, if you were to — | can't imagine this would be the case. But if you were to deactivate one of your services, | know you have many, that
- and then, it was reactivated perhaps in your [voicemall] that that might appear in our database as a [second only], right.

Ben Swinburne - Morgan Stanley - Analyst

That's because you haven't changed your name |5 what you said.

David Frear - Sirius XM Radio Inc. - EVP and CFO

Right.So we are -- going back and looking at our householding algorithms and what kind of best practices to use to try and get a — let's say a better
read on that information and as we get more comfortable with the data, we'll certainly talk more about it

Ben Swinburne - Morgan Stanley - Analyst

Okay. Let's talk a little bit about your retention efforts and ARPU. One of the things this year that we're looking at is, you've put in a price increase,
you're trying to manage churn. One way to manage churm is to sort of give people breaks if they get upset about the price increase. 5o can you
sort of frame how you're balancing rate and churn this year given that you're putting in this price increase and what those numbers might look
like?

David Frear - 5irius XM Radio inc. - EVP and CFO

We don't intend to lose a single subscriber, all right, not one. And so we will use all the tools at our disposal to keep subscribers, It's hard to get
them.

Ben Swinburne - Morgan Stanley - Analyst

Whenever it is necessary.

David Frear - Sirius XM Radio Inc. - EVP and CFO

Yes. And you want to keep them engaged, right. You're more likely to keep them for the long term if they are engaged and the best form of
engagement is listening. So what am | hopeful of? I'm hopeful that we're able to beat our subscriber guidance and we're able to beat it with less
discounting and therefore a better-retained price increase,
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So we also beat our revenue guidance and then we beat our EBITDA guidance and | wouldn't mind missing our EBITDA guidance because auto
sales jumped through the roof and we had significantly higher growth than had [expended] in SAC, but all in all what we want to do is we want to
beat everything on every front that we kind of are hopeful, but the guidance is what the guidance is at this point.

Ben Swinburne - Morgan Stanley - Analyst

Okay. How do you think about tiering a product? And one question | get a lot from people is how do you attack that used car market, Are there
people wha are more price sensitive, this is a premium service. How do you — do you guys think about opening this out to a boarder audience by
tiering more? | know you've done some in the past were some - part of the deal requirements, etcetera, But more of an offensive approach, | guess.

David Frear - 5irius XM Radio Inc. - EVP and CFO

We haven't seen big movements in demand based on low rate price, right. So the — we do have the discount strategies in place. It's definitely
helping us retain subscribers, but | don't think there is anything about it that would suggest, you know what, we're going to double subscribers if
we cut the price by 54 and have a lower tier.

Sa that being said, you know that it has to have some effect. The good news about satellite radio is in our penetration in vehicle is things change
in a very evolutionary manner. And so we'll have an opportunity to test our way into different capture strategies without running the risk of what
you've been most concerned about with introducing a lower price tier which would be cannibalizing the base, right.

And so we'll have the opportunity to check that out. It's a funny thing. At 514,49, it's not really that expensive of a premium service. And if you go
ta Starbucks and get three ar four cups of coffee a month, you're pretty much done with $14.49, And 50 | don't believe it's really an affordability
issue. It's more of a value issue, right. We have to convince people that this is something worth not only buying the first time but continuing to pay
for it It is, as anybody who has used it, a radically better form of radio than anything else that you've got out there with a diversity of content and
we have to do a good job of continuing to demonstrate value to subscribers,

Ben Swinburne - Morgan Stanley - Analyst

On that front, | want to ask you about competition and smartphone penetration.| saw some stats this morning on a survey about the majority of
people with smartphones use them in the car through Bluetooth and other connections. Mot only since we compete with free and you've done a
pretty good job competing with terrestrial radio over the last decade. How do you think about what's happening on Internet radio? I've got Pandora.
We have Pandora at the conference later in the week — actually, today, excuse me. How do you think about those services in differentiating and
competing, are they competitive, how do you look at all that?

David Frear - 5irius XM Radio inc. - EVP and CFO

They are absolutely competitive, right. So our free competition isn't limited to terrestrial radio. [t's also the — all of the Internet radio services
including Pandora. Look, music is widely available to consumers for free. Just it's a fact of life. So the music, while an important component of our
service, isn't what really drives demand for the service,

It's the unique cantent that we bring and whether that unique content is the way that we curate the music and arganize for people or whether it's
the news talk, entertainment and sports that we bring to the device which is alsa, as you think about it, curated content. We organize our content,
we provide it to people and we think that has value for them.When | look around this room, | see a lot of smartphones on the table. And my guess
is that many of you have used Internet radio services yourself and many of you probably have also subscribed or do subscribe now and hope all
of you, we'll do a check on the way out who does and doesn't subscribe. But subscribe to satellite radio.

*
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Our basic demo, right, it reflects our distribution channel. 5o our main distribution channel right now is new car sales. 5o the new car sales buyer
tends to be higher income, higher educated and that demo tends to overconsume a lot of products, so they overindex smartphones. They overindex
Internet radio listening and yet they continue to subscribe to us, 5o we expect competition to intensify in the future. We expect to continue to
deliver the best value proposition in audio entertainment to people to drive subscription volume.

Ben Swinburne - Morgan Stanley - Analyst

How do you measure — and | know, we've asked you this question before, but you mentioned that a lot of the non-music content that you're
curating drives to products, How do you guys measure that? 5o how do you measure what's working, what's not and where do yvou spend maney
and where you don't?

David Frear - 5irius XM Radio inc. - EVP and CFO

Well, we don't measure it from a traditional ad, audience measurement metric because there are no commercials on our music service. And so
average guarter-hour listening, things like that, are - just really aren’t relevant to us. There is no business decision we're going to make based an
that.We do get ratings information to support ad sales on the non-music channels where we do sell advertising, but we do audience listening stuff
to ensure that our catalog is fresh, that people are hearing the songs that they want to hear and we do want to keep the content interesting and
compelling to customers.

Ben Swinburne - Morgan Stanley - Analyst

And you don't have any sense of what — or would share with us the relative listening between music and non-music, or if you guys looked at that?

David Frear - 5irius XM Radio Inc. - EVP and CFO

It's not something we really look at.

Ben Swinburne - Morgan Stanley - Analyst

Okay, okay. Let's shift over to the products side of the equation.You've launched a 2.0.You're launching a 2.0.You've done an IP streaming product
in the past.What should customers and investors expect on the product road map from you guys this year?

David Frear - 5irius XM Radio inc. - EVP and CFO

So if you look at the 2.0 product that's in the marketplace, the Lynx, that it's actually a great demonstration product for what we'll bring to factoring
[small] radios over the course of the next couple of years and we'll continue to enrich that product in the retail marketplace only because we can
spin iterations of the product faster in the retail and it becomes a great demonstration of the capabilities it'll bring to car radios as well,

So the electronic programming guides, on-demand content, to the extent that you have a Wi-Fi connectivity, the couple hundred dollars of storage
capability, the ability to background, record multiple channels for playback later, that scheduling shows — favorite shows that you'd like to listen
to the Hispanic content offering, that's been added into the overlaid portion of the spectrum. All things that are expanding these services, features
and content to again continuing to drive that value proposition for the subscribers,

Ben Swinburne - Morgan Stanley - Analyst

Any of these rollouts going ta materially impact either costs or you're actually facing some in top line this year?
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David Frear - Sirius XM Radio inc. - EVP and CFO

It's all in our guidance, all factored into the guidance and we believe all of it drives increased margins and increased cash flow,

Ben Swinburne - Morgan Stanley - Analyst

Okay. On that front, revenue will be what it will be depending on a reaction of the price increase and SAAR conversion. But on the cost structure,
you've been pretty consistent about incremental margins in your business over time. Can you just update on that outlook and also what we should
expect for fixed cost growth in 20127

David Frear - 5irius XM Radio Inc. - EVP and CFO

Sure. 5o onthe margin front, contribution margins, right, which is the revenue share of royalties, customer service and billing and cost of equipment
has been above 70% for a number of years and for the same number of years, I've been telling that you should expect longer-term that it's more
or like 70%. And | would continue ta tell you that to focus on 70%.

Just logically as one music royalties step up each year, so this year they stepped up by 0.5 point in January, 5o that eats away that margin a little
bit as the mix of the business shifts — continues to shift to OEM, a little more revenue share coming in. 5o while we tend to improve margin absorption
and custamer service hilling as the business grows that it's offset a little bit by what's going on in revenue share and royalties.

5o I'd encourage you to think about 70% as the contribution margin. We'll put the SAC aside from it; fixed costs, we encourage people to think of
sort of flattish, the - over time that we do expect long-term programming cost to continue to decline that there are other costs that have some
inflationary increases in them. So those will sort of offset some of the programming savings.

We do have a favorable impact coming up in the fourth quarter of 2013 from new terms on a significant agreement with an automaker that, that
contract was renegotiated a few years ago, that the new terms go into effect in the fourth quarter of 20131t affects a lot of different lines in the
PEL. it'll affect revenue share and royalties, itll affect subscriber acquisition cost, it'll affect marketing cost.

And | think the way that you can think about that, we haven't provided any guidance as to what the net effect is. But we have said many times that
you should think of it as material to the change in EBITDA from 2013 to 2014 and it's a material positive change.

Ben Swinburne - Morgan 5tanley - Analyst

That's right. And | think a year or two after that, you've got potential for baseball, that's a step-down hopefully?

David Frear - 5irius XM Radio inc. - EVP and CFO

Well, baseball and hockey, both come up after the play-offs in the World Series in 2015 so that they will affect for the most part 2016 our results,
Both leagues have great content, great fan bases.We've got a few years before we will face the negotiation with them over a new contract. We're
hopeful to keep great content for those fans available on satellite radio and we will see about the terms when we get there,

Ben Swinburne - Morgan Stanley - Analyst

Okay. | would love, David, if you could explain to us a little bit about how the royalty rates get set, without going into the [glorious] detail because
you've got terms up | think, this year for a new five-year deal or five-year licensing term. You mentioned that the cost levels are going up a percent
this year but last year the old agreement. How did these rates get set? And when | look at your business, it seems like the margins could get well
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into the 40s overall, EBITDA margins, barring what happens here. And | think the other side of the table, SoundExchange filed something asking
for a 20% of revenue cut versus today's 8%. So how do we think about all those pleces there?

David Frear - Sirius XM Radio Inc. - EVP and CFO

So, you're right. SoundExchange did file for 20% the - we filed for something in the 5% to 7% range. | think that of course, the General Counse|
will always tell you not to discuss matters in litigation. So with that advice, I'm going to discuss matters in litigation. 5o they - SoundExchange's
case, you read the case, there is a public version of it available. To me, as an unbiased observer, it reads as if they are retrying the same case with
these same facts that they tried a few years ago and then hoping for a result that is double to triple what those facts produced five years ago.

So we, on the other hand, have filed a case that brings in what | would characterize as material new evidence, right. The - we have gone out and
entered into marketplace agreements with independent labels for broader rights, right. 50 not only satellite radio but the rights cover satellite
radio, they cover Internet radio, they cover cable satellite, some of them cover business establishment services,

They have waivers of something called the DMCA performance complement and other terms. And they are at rates that are generally below today's
statutory rate, Why would an independent label do that? They would do it in the - for the sake of deepening their relationship with the Company,
that the music industry, in many respects, is about relationships that when you decide to put something into rotation and put it on the air, first of
all, we want to make sure that it's absolutely great creative content that it's the kind of song that your listeners would like to hear and — but
relationships go into it as well. 50 if you've got an act that never comes through the studios, never does the subscriber of that. They just have some
guys that would just play, play, play my stuff, but they never do anything to sort of reciprocate from a promotional thing to make it interesting for
our subscribers.

So | mean we may play that song, but if we've got the good relationship with the next act who has an equally good creative work that comes
thraugh the studios, engages our subscribers, takes calls, does things like that, you have a better relationship, right. And so that as the program
managers look at what they're going to put into rotation that, that good relationship will affect the choice they make. The direct licensing is nothing
maore than an extension of the same concept,

It just deepens our relationship with the labels and it doesn't take a whole lot more rotation to actually make it a better business plan for the labels
ta enter inta a direct license relationship with us to deepen the relationship with the Company and to enjoy the benefits of increased royalties
through increased spends.

Ben Swinburne - Morgan Stanley - Analyst

Just a couple of follow-ups. Clearly, they are economic animals, so their decision to go direct with Sirius rather than through SoundExchange would
only | would assume take place if they see a bigger revenue stream out of it. [ You see a deep relationship at least] to understand what you're talking
about.

David Frear - 5irius XM Radio inc, - EVP and CFO

Yes, And so what they're looking for in many labels, many artists are looking to have their music played. They want to be heard, right. And so if
they believe that there is a better chance of their content being heard that, that's a good business reason for them to enter inta a direct license,

Ben Swinburne - Morgan Stanley - Analyst

Is it @ possibility that you end up with a direct relationship cost structure instead of whatever comes out of the board, Copyright Board? | don't
know when the decision is actually, | think it's later this year but --7
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David Frear - Sirius XM Radio inc. - EVP and CFO

Well, 1 think that | don't think it's likely that 100% of the music industry is going to enter into a direct relationship with us.So | do believe that there
will be either a settlement reached with SoundExchange. And we do — we are actively interested in a fruitful negotiation with SoundExchange or
that in the absence of a settlement with SoundExchange, the judges will reach a decision based on all the facts in front of them. And again, | like
the case that we're going to present to the judges,

Ben Swinburne - Morgan Stanley - Analyst

Okay. Great. Let's talk a little bit about capital allocation. | wanted to ask you about your leverage targets. | think you are honing in on them, And
what investors should think about in terms of return of capital this year and sort of longer term?

David Frear - 5irius XM Radio inc. - EVP and CFO

So as we've said before, haven't had the first discussion with our board yet about returning the capital to shareholders, that's a subject that we'll
probably engage with them in later in the year. Now, the Company is certainly generating a significant amount of free cash flow. The growth in
that free cash flow s — has been very strong that we are delevering, and delevering quickly. 5o we'll take it up as a matter with the board later in
the year.

Ben Swinburne - Morgan Stanley - Analyst

Are there opportunities on the balance sheet? You've done a lot of things already but more opportunities to go after some of the older debt that
was done during the more difficult times in our past that you can help free up more capital, lower your cost of debt?

David Frear - Sirius XM Radio Inc. - EVP and CFO

The 9.75% are callable in September at | think [1.04% and 7.8s]). And so we are likely to call those not a decision we've taken up yet. But a guess
based on the circumstances right now that we'll probably call those in late summer, Other debt, we unfortunately don't have great call provisians
on it 5o there is a lot of [T plus 50 makeholds] out there but with interest rates where they are people, T plus 50 makeholds are very expensive
right now. 50 we may opportunistically buy back debt in the marketplace.

Ben Swinburne - Morgan Stanley - Analyst

Okay. And could you see the Company delevering sub-three times long-term or do you expect to see this business handle higher leverage?

David Frear - 5irius XM Radio inc. - EVP and CFO

| think the business is capable of handling a higher leverage. We're still sort of early days in getting there, but it certainly is capable of doing it. But
| think three times is a good target for now. We'll sort out how the landscape changes for competition, for demand, for the service, everything else,
as we go forward and ensure that we have a prudent amount of leverage,

Ben Swinburne - Morgan Stanley - Analyst

Okay. I've got one more and then I'll open up to the audience and ask if you can wait for the microphone before you ask your question. Regarding
Liberty's 40% preferred, David, is there anything that you see in the near term that either removes Liberty as a preferred investor or rationalizes
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the structure in some way and there is a March expiration of a standstill [I'm gaing to] like to ask you about as well, whether that's something that's
important or not to the Company?

David Frear - Sirius XM Radio Inc. - EVP and CFO

Well, there is nothing | know of about rationalizing Liberty's position that | read a lot of things in people's research about what Liberty might do.
But | really don't have any insight into their position.

Ben Swinburne - Morgan Stanley - Analyst

And the standstill expiration, is that something that's relevant?

David Frear - 5irius XM Radio inc. - EVP and CFO

Yes, not really. | believe that they were free to go above 49% actually a year ago. And so again, that is just a shareholder decision.

Ben Swinburne - Morgan Stanley - Analyst

Basically, | think if they were to go over 50% prior to the expiration of the standstill, they would have to tender for the rest, so that goes away
basically?

David Frear - 5irius XM Radio inc. - EVP and CFO

Yes.

Ben Swinburne - Morgan Stanley - Analyst

Yes. But they're at 409 today, so lots of room to grow.

David Frear - Sirius XM Radio Inc. - EVP and CFO

Let's see if we have any questions in the audience,

David Frear - 5inus XM Radio inc. - EVP and CFO

So clearly answered all your questions so far.

Ben Swinburne - Morgan Stanley - Analyst

Yes, right upfront here if you could just wait for a second.
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QUESTIONS AND ANSWERS
Unidentified Audience Member

All right, thanks. {inaudible) question but the books [isn't go] to the cause, what do you think is the lifetime of those books is? s it kind of five years,
is it 25 years, are these things not going to need to be reconfigured at all?

David Frear - 5irius XM Radio inc. - EVP and CFO

They're designed to last as long as the card does, right. So the - we've provided a — in essence a reference platform for technology purposes to
the tier one manufacturers that have built radio modules for the OEMs. And so those reference platforms are then built to automaker designs
standards by their tier one manufacturers. So just like the radios, the AM and FM radios that we've all seen go into cars last the life of a car. The
expectation Is that satellite adio will last as well,

Ben Swinburne - Morgan Stanley - Analyst

That's a good question. [Got two over there, guys].

Unidentified Audience Member

With respect to the competition, can you elaborate a little more on where you see Sirius being most vulnerable to Pandora?

David Frear - 5irius XM Radio inc. - EVP and CFO

Well, so where is Sirius most vulnerable to Pandora? | use Pandora as the sort of most prominent brand of a whole bunch of people in the Internet
radio space, right. And so, | do think that we are at risk of competition from everybody that's in Internet radio. And as we've seen with Spotify's
mowve to the US, the only thing that really stands in the way of increasing competition is just reaching an agreement with the labels on being able
ta get your service into this country, There are absolutely no barriers to entry in Internet radio, There is no major infrastructure investment that
you need to make that the somebody else built the Internet, somebody else is building the listening device that most of the listening to Internet
radio today occurs on smartphones,

And so there are absolutely no barriers to entry. That being said that there are over 100 million smartphones in the United States today and there
are an awful lot of cars on the road today that have Bluetooth, that have the aux-in jacks, right, that — | read this morning that there is an awful lot
of them, some that | own that have USB ports. And so there are a lot of ways to get content off of your smartphone playing through your car radio
taday. So, with 100 million of them on the road already and this is before you get to a connected car where they put a modem in the car that if
there is going to be a disruptive technology impact to our business, | think we would have seen it already.

So - but it's like a lot of the things, | think it's more likely to be evolutionary, right. And | think that the Internet radic business plans for the most
parts are actually competing — while they're competing for a listening with us, they're competing for revenue with terrestrial radio because they
are generally ad-based services. And over time, more free competition is going to make it tougher for us, but as Ben said earlier, we've done a good
job over the last ten years competing against free. | think we'll do a good job in the next ten years.

Ben Swinburne - Morgan Stanley - Analyst

One follow-up right behind youw,
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Unidentified Audience Member

Just sticking with the theme of competition, as you acknowledged, your competition is going to intensify. Do you think that will lead to any
consolidation? And you're putting your balance sheet's, the capacity issues to one side. Are there any businesses out there that, if they are available
that would be of interest to you, [Solaris)?

David Frear - 5irius XM Radio inc. - EVP and CFO

So,l don't see the current competition driving consalidation, for instance, between satellite radio and terrestrial radio, or satellite radio and Internet
radio. | don't know if it will drive consolidation between terrestrial radio and Internet radio. They have a common revenue model. And so there,
you can see a thing there. But for us, we've looked at the Internet radio companies that are out there, both sort of public and private entities, they
just don't look like compelling value opportunities to us that we have a very good business model and while acquisitions is a great way to grow
business, if you're smart about the ones you do, you need to be srmart about them. We haven't yet seen anything that looks compelling to us, that
really adds to the performance. We're growing fast, both the top line and very fast at EBITDA and free cash flow. And we are not interested in
spending money diffusing our attention in it, degrading those performance metrics at all. 5o if we can find the right thing for the right price, that
helps us to grow faster, then we will do that.

Ben Swinburne - Morgan Stanley - Analyst

Probably have time for one more, that's all.

Unidentified Audience Member

How big is news for you guys, like what percentage of listening is news? And when you think through CNN or CNBC and the opportunity for them
to just go direct to the consumer over the Internet via some kind of connection through your smartphone or whatever, how would you think about
that if you were them and the opportunity of getting sort of affiliate fee from you ar whatever you want to call it?

David Frear - 5irius XM Radio Inc. - EVP and CFO

So,we don't really track the listening between sort of music and non-music sources. We just don't - we don't track it s news im portant? Absolutely,
right.So | mean -- and can we get news? Yes, | got CNBC on my phone right here. | think | look at it all the time. So -~

Unidentified Audience Member

{inaudible - microphone inaccessible),

David Frear - 5irius XM Radio inc. - EVP and CFO

Mo, you can get that otherwise, right. And so | don't win business with curated content and the thing is that curated content has been around for
centuries and | don't see it going away, it's convenience to people. No one needed newspapers. You could assemble the AP and the UP| feeds on
your own if you wanted to, but you don't need a homepage with Yahoo! or ACQL or anybody else, you can go search the Internet, you can get all
YOUF OWRN NEWS,

But the fact is that people lead busy lives and companies that organize information for them bring value to their lives. 50 we have a distribution
platform that we think is unique and we are able to assermble and our job is to go through and assemble the content that we think is going to be
most persuasive, most compelling to people and putting it there in an easy-to-get fashion is actually of significant value to consumers.
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Unidentified Audience Member

{inaudible - microphone inaccessible),

David Frear - Sirius XM Radio Inc. - EVP and CFO

So the question was that if that's true, does it mean that it doesn't make sense for us to lock up exclusivity over the Internet and | think that's right.
So to the extent that we can get exclusivity across multiple technology platforms, that's a good thing. You'd rather have a right than not have a
right. But | don't think that it's worth us paying significant amounts for that additional exclusivity that we don't really compete. If CNBC wants to
provide a live video feed over the Internet, right, they have that business plan, they're going to da it

What we found, for instance, with the NFL, was that if we talked to the NFLs seven years ago, about getting the live feed of the games over the
Internet, absolutely not, it was going to get in the way of their Internet business plan. But they came to understand that when we're selling Sirius
XM-branded content, that people are coming to us for an overall experience that doesn't really compete with their online offerings. And so now,
you can get this season through our recent contract, you can get the NFL games on the Sirius XM-branded Internet Radio service just like you can
get it on the satellite radio service, And we're finding more and more content owners understand that the Sirius XM-branded content package
doesn't really compete with their online efforts.

Ben Swinburne - Morgan Stanley - Analyst

Great. We need to take this outside. David, thank you so much.

David Frear - 5irius XM Radio inc. - EVP and CFO

Thank youw
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PRESENTATION
Operator

Good day, everyone, Welcome to the Sirius XM Radio's full-year and fourth-quarter 2011 earnings conference call. Today's conference is being
recorded. A question and answer session will be conducted following the presentation, (Operatar Instructions)

And now, your host for today's call, Mr. Hooper Stevens, Senior Director of Investor Relations and Finance. Mr. Stevens, please go ahead, sir.

Hooper Stevens - 5IRILS XM Radio Inc. - Senior Director IR and Finance

Thank you, Rufus, and good morning everyone, Welcome to Sirius XM Radio's earnings conference call. Today, Mel Karmazin, our Chief Executive
Officer, will be joined by David Frear, our Executive Vice President and Chief Financial Officer. At the conclusion of our prepared remarks, management
will be glad to take your questions. Jim Meyer, President, Operations and Sales, and Scott Greenstein, President and Chief Content Officer will also
be available for the Q&A portion of the call,

First, | would like to remind everyone that certain statements made during the call might be forward-looking statements as the term is defined in
the Private Securities Litigation Reform Act of 1995. These and all forward-looking statements are based on management's current beliefs and
expectations. And necessarily depend upon assumptions, data, or methods that may be incorrect or imprecise. Such forward-looking statements
are subject to risks and uncertainties that could cause actual results to differ materially, For more information about these risks and uncertainties
please view Sirius XM's SEC filings. We advise listeners not to rely unduly on forward-looking statements and disclaim any intent or obligation to
update them.

As we begin, | would like to advise our listeners that today's results will include discussions about both actual results and adjusted results, All
discussions of adjusted operating results exclude the effects of stock-based compensation and certain purchase price accounting adjustments,

| will now hand the call over to Mel Karmazin.

Mel Karmazin - 5IRIUS XM Radio Inc. - CEQ

Thank you, all, once again for joining us on Sirlus XM's earnings call to discuss our fourth-quarter and full-year 2011 results, And more importantly,
our expectations for the future. We are very pleased to report our 2011 results met or exceeded the guidance we gave you at the beginning of the
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year. And I'm even maore excited about our prospects for accelerating revenue and adjusted EBITDA growth in 2012. We expect to deliver a very
qood year across-the-board in 2012,

In 2011, we delivered the best year of subscriber growth since the merger of Sirius and XM by adding 1.7 million net new subscribers. Revenue
reached a record of over §3 billion, Adjusted EBITDA climbed 17% to a record 5731 million, beating our guidance of 5715 million. Free cash flow
essentially doubled to a record $416 million beating our forecast of $400 million. These statistics paint a picture of remarkable growth and record
achievements in 2011, And had we not been constrained on the revenue side by our agreement with the FCC and other litigation, our numbers
would have been even stronger. Those handcuffs are now off for 2012 and beyond.

For 200 2, we are very optimistic about our ability to grow subscribers. And at this time, we expect 1.3 million net additions this year. Which should
put our subscriber base at another all-time record high of 23.2 million by the end of the year. The consensus for auto sales in 2012 is approximately
13.7 million which represents the highest number since 2007 which was before the merger of Sirius and XM, The fact that US light vehicle sales
should be up by 8% provides a solid foundation for subscriber growth this year. In addition to new car sales, we expect this year we will see a bigger
contribution from the reactivation of radios in these cars.

Our net subscriber addition guidance is tempered by our sense of conservatism around the price increase we implemented January 1,2012. Since
the time of the Sirius and XM merger, we have been conservative in all of our subscriber growth forecasts. | believe this is the prudent cost and we
will continue that practice. We will update our guidance, if appropriate, as the year progresses. On January 1, the price restrictions came off and
we raised the base price of our service by just under 12% to 514.49 per month. This was the first increase in the core price in the history of Sirius
service, and only the secand time ever on the XM platform.

I'm pleased to report that initial indications about consumer reaction to the price increase are meeting our expectations.While no one likes to pay
higher prices, and we certainly don't like to charge more as we're competing against free services like AM/FM radio and IP radio, we are not seeing
any major problems yet from the increase. It is still early so we need to be conservative in our outlook.

We will also continue to provide the best customer service possible, so when there are complaints, we are able to minimize churn. Because of the
price increase and our conservative outlook, we expect churn to be up modestly this year, probably in the 2.1% range, Without the price increase,
we would be providing self-pay churn guidance consistent with past years of 1.9%. And we continue to expect a conversion rate in the 44% to 46%
range depending upon mix.The price increase will benefit our revenue performance in 2002 and 2013 as it rolls out and flows through the subscriber
base.

We are projecting that revenue will grow by almaost 10% to a record $3.3 billion this year. And we expect further revenue growth in 2013 from more
subscribers and a full year's effect on our price increase. In addition to our subscriber revenue focus, we expect advertising revenue will outperform
the percentage increase in total revenue, as we attract more blue chip advertisers. Advertising represents a very small but profitable segment of
aur revenue.

Because our revenue growth will exceed expense growth, our adjusted EBITDA should grow by 20% this year to approximately $875 million, also
a new record high. And the best operating margin in our history. We still believe that we have plenty of room far margin growth over the next
several years. And that a 40% long-term adjusted EBITDA target is a reasonable goal, Keep in mind that we have a significant improvement in a
material OEM contract in late 2013 that will benefit EBITDA and margins in 2013 and 2014.The last but not the least piece of our guidance is for
free cash flow to grow by nearly 70% to a record 5700 million this year. All of our 2012 financial metrics are anticipated to be very strang, even if
we only deliver the net adds we are currently forecasting. Used car sales continue to gain momentum for us.

To augment our programs for buyers of certified pre-owned vehicles, we are also rolling out trials to all buyers of satellite radio equipped cars at
increasing numbers of franchise dealerships. In 2011, we announced programs to enroll Chevy, Buick, GMC, Cadillac and Nissan dealers nationwide
in a new program where we are providing all purchasers of used vehicles of any brand, not just certified pre-owned, with a complementary
three-maonth trial of Sirfius XM, This year, we announced we are expanding this program to Chrysler dealers, as well as launching a similar program
at the country's largest independent auto retailer, AutoNation,

"% THOMSON REUTERS

w



Sirius Satellite Radio Earnings Conference Call

Currently, across the different brands, we have enrolled over 4,000 dealers nationwide in our non-certified pre-owned used car program. More
QEM brands, franchise dealers will be announced later this year. It's a fantastic benefit to the used car sales process. And it's also a great way for
consumers to trial satellite radio in newly-acquired used cars.We expect that the previously owned market will be a major growth opportunity in
the coming years.

In 2012, we will introduce a variety of new services to broaden the availability of our suite of premium content. One major way we will do this is
through an on-demand service across our IP platforms, such as the Web, smartphones, and other connected devices. This on-demand platform
will enable subscribers to access a continuously updated library of some of our best content and listen on their own schedules, not just those of
our programmers. We think this service will drive demand for our Internet add-on option,an all access tier, which will improve ARPU and only make
our service more and have it be a must-have ownership for consumers.

None of our IT-based competitors will have anything remotely approaching the depth and breadth of our non-music online offerings. Later this
year,we will also debut personalized radic on the same [P platforms. This will let people tailor music to their own preferences.We believe on-demand
and personalization will add to increased customer satisfaction and improved churn and conversion. We look forward to offering this to subscribers
this year,

Both of these new services, on-demand and personalization, will be available at no additional charge to subscribers who upgrade to our Internet
add-on, making this option all the more desirable, Similarly, our additional 2.0 channels, including the suite of Hispanic channels, will be available
at no extra charge to subscribers who have a 2.0-capable satellite radio. Adding this functionality on the Internet and increasing our content line
up an the satellites are two very visible ways we are adding value to our service and keeping this service attractive to consumers in the face of more
competition.

We are also investing in subscriber exclusive events such as our very special upcoming March 9 concert with Bruce Springsteen and the E Street
Band at the Apollo Theatre here in Mew York. This concert celebrates satellite radio’s tenth anniversary. The only way to see this concert will be via
a lottery exclusively for our subscribers. And the only way to hear the concert will be on Sirius XM's exclusive Bruce Springsteen’s E Street radio
channel. This kind of event is not only a great source of exclusive content for us but it also helps us generate a tremendous amount of media
attention and buzz about the consumer benefits of being a Sirius XM subscriber.

Remember, although we are the only satellite radio company, we do face numerous competitors. And this competition is increasing in the IP world
as there is no real barrier to entry. In 2011, Sirius XM was factory installed in about two-thirds of all cars sold in America, while AM and FM radio
was ubiquitous. Today, we are not seeing IP as a game changer. IP easy to use connectivity in cars is still very modest, but will become more
commaonplace over the coming years. Terrestrial radio is still our biggest competitor by far, and we know very well how to compete with it

What also gives us comfort as we face these challenges is that we continue to have a prime place in the car's dashboard. And that we have the
economic madel to support this position and deliver valuable, often exclusive content, that consumers love, Unique proprietary distribution of
our satellite service through OEMs remains important. And our relationships with all of our OEMs are very strong. They are embracing 2.0 technology
and those rollouts will begin this year and rollout to more OEMs over the coming years. DEMs love the entertainment we offer their car buyers and
our relationships are stronger than ever. Demaonstrating this is the penetration into OEM models and trims continue in 20171, 5irius XM Satellite
Radio are now factory installed in 67% of all new vehicles, up from 62% in 2010,

Our subscription-based business mode| is superior to that of terrestrial radio and |P radio, but this model clearly benefits our investors, For the full
year of 2011, Sirius XM generated approximately 5139 of revenue per year per subscriber. The largest terrestrial radio company received only
approximately 10% of what we did, or about 513 of revenue for each of its listeners per year. The difference is even more extreme when you compare
the largest IT competitor's revenue with the number of regular users that they have and you see that they will generate less than 56 of revenue
per year for each active user. This demonstrates the difficulty of generating advertising revenue from mobile users on their smartphones.

Business models matter for investors and Sirius XM has a great one. Another interesting statistic to look at is revenue per employee, At Sirius XM,
we generate approximately $2 million per employee per year, as compared to IP radio which is less than half that. Interestingly, terrestrial radio
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generates about 300,000 per employee compared to our 52 million, Our business model will be even more important to investors as revenue
growth accelerates,

Because of our powerful scalable business model, we have the ability to offer premium content and also commercial-free music as an option that
is simply not available to advertising-based companies that wish to make a profit. We have always said that great content is critical, and never is
that more true than today. We are also natable for being the only company in the premium content business where programming costs are actually
dropping.In 2008, we spent $447 million on programming costs or 18.3% of our adjusted revenue. n three years, we have reduced our programming
costs by 27% to $324 million or just 10.7% of adjusted revenue. In 2012, we will spend less on programming than we did in 2011, both in absolute
dollars and as a percentage of revenue. Compare that to other video premium contant providers and you will find that their content costs are going
up, often even faster than their revenues.

We are accomplishing this cost reduction while the guality and the guantity of our programming is increasing. While we are proud of our cost
savings in this area, among others in our Company, you should know that we have the means and ability to increase investments in content should
the right content become available. We will never stop evolving and enhancing the content we offer our subscribers,

In closing, | want to remind investors that the Company is laser-like focused on growing subscribers and growing free cash flow. Free cash flow is
a financial metric that | believe can create value for shareholders, David will talk mare about the financials and balance sheet, but let me just say
that | am very pleased about our prospects for growing free cash flow rapidly over the next few years. Mot only do we expect continued expansion
in our revenue and adjusted EBITDA, but we also expect to deliver most of this adjusted EBITDA as free cash flow, Some companies generate lots
of EBITDA but a much smaller amount of free cash flow.

But in our case, our EBITDA to free cash flow conversion will continue to benefit from four positive factors. First, subscribers prepay for our service
which generates cash as new subscribers come onboard and current subscribers renew, Second, our interest expense should fall as we've refinanced
and deleveraged. Already, our debt trades at levels that imply a far lower borrowing cost for future issuance than what we are currently paying.
Next, capital expenditures will fall significantly as we finish the deployment of our second generation of satellites in the first half of this year. We
don't expect to start spending significantly on new satellites for another five years. And finally, our net operating loss carryforwards total some
57.8 billion should allow us to pay minimal cash taxes for many years to come.

Our ending cash balance in 201 2 should be about $1.5 billion, or about 51.2 billion if you assume we call the 9.75% notes this September, And our
gross leverage will have fallen to under 3.2 times. There is an opportunity for the Board of Directors to consider a return of capital to shareholders
beginning later this year. The Board has not taken up this topic so obviously no decision has been made as yet. Despite all the competition, our
Company has more paying subs today than ever before in its history. We have plans to grow this record level of subscribers, accelerate our revenue
growth, and dramatically grow our free cash flow in 2012 and beyond.

If we keep offering great content and making It easy for consumers to access, | have no doubt that Sirius and XM will continue to prosper in the
coming years. We are starting this year very strong. New car sales in January were up 17%. We will end 2012 with a record number of subscribers,
record revenue, record adjusted EBITDA, highest margin ever and record free cash flow. The Company is well-positioned to deliver subscriber
growth and free cash flow for many years to came.

With that, I'll turn it over to David for some additional remarks.

David Frear - SIRILS XM Radia inc. - CFO, EVP

Thanks, Mel. Sirius XM delivered a spectacular year in 2011. We set all-time records for gross additions and auto penetration. And self-pay monthly
churn remained at 1.9%, resulting in the best year for net additions since the merger. A strong finish to the year in auto sales also produced our
best fourth quarter since the merger. More than 540,000 fourth guarter net additions drove the year to over 1.7 million net adds, solidly beating
subscriber guidance and bringing total subscribers to 21.9 million.
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Solid subscriber growth and focused efforts to deliver profitable growth also allowed us to outperform our financial guidance, beating revenue,
adjusted EBITDA and free cash flow guidance, Over $3 billion in revenue, 5731 million in adjusted EBITDA, and 5416 million in free cash flow. The
8% growth in our subscribers was aided by a record-setting pace in gross additions. Qur 8.7 million gross adds were the highest in the history of
satellite radio. The auto market continued its steady recovery with SAR at 12.7 million, up 10% from 2010. Consumer purchases of cars were up an
even more encouraging 12% from 20710, Sirius XM radios were incorporated into nearly 67% of cars sold in 2011, up from 62% in the prior year.
The increase in penetration resulted from higher incorporation rates among some OEMs and a shift in sales mix to higher penetrated OEMs during
the year.

While automative industry valumes remain well below the 16 million-plus car pace of several years ago, improvements in the production penetration
rate has resulted in steady growth for Sifus XM. And should insure continuing growth in the future as the auto industry and the economy cantinue
ta recover. Gross additions were also aided by continuing success in the previously-owned car channel, In addition to the certified pre-owned
programs launch with nearly all OEMs, we have signed up more than 4,000 dealers who provide customer name and address in exchange for free
90-day trials to their pre-owned vehicle customers. Our experience in the new car channel has showed us that providing trials and obtaining timely
and accurate customer data significantly improves subscriber additions.

Since the merger in mid 2008 the new car trial canversion rate has generally ranged between 44% and 46%. In 2071, we remained in this range
but were down slightly from 2010 at 44.6%. Sales mix and delays in getting trial conversion communications to some new car buyers contributed
to the decline,

During 201 1, we made significant investments in our customer care operations, introducing and im proving upon our self-care website, and investing
in call center and subscriber management technologies to improve the quality of customer care and the level of customer satisfaction, We also
continued to invest in our programming, renewing agreements with longstanding partners like the NFL, NASCAR, Martha Stewart and Oprah.
Launching new programming to better serve our Hispanic audience, And bringing live events to our subscribers from Coldplay, Tim McGraw, and
Paul McCartney, among others,

Continuing to focus on delivering great programming and service to our customers allowed us to continue to deliver self-pay churn of 1.9% per
month. Sell-pay subscribers grew 7.3% to a record 17.9 million at year-end. Net self-pay additions of 1.2 million expanded 24% over 2010, Total
paid and unpaid trials at year end expanded 26% from 4.3 million in 2010 to over 5.4 million at the end of December, a very solid new business
pipeline as we enter 2012,

Total revenues exceeded 53 billion and grew 7% over 2010, including 8% growth in subscriber revenues and 14% growth in ad revenues. Other
revenue increased 3% for the year and declined 10% for the guarter, reflecting the adjustment of the music royalty fee in December 2010. ARPU
declined 50.15 from the prior year due to the reduction of the US music royalty fee in December 2010, the growth in paid automotive trials and
the use of save offers as a subscriber retention tool. The total cash operating expenses grew only 3.7% in the year, resulting in an increase in adjusted
EBITDA margin to 24.2% for 2011, Costs that vary with growth and subscribers or revenue accounted for all of the increase in cash operating
expenses, Fixed costs actually fell in the year by 516.7 million. Over the last three years, our EBITDA margin has grown by nearly one-third from
18.3% to 24.2%.

Contribution margin is down slightly from the prior year from 71.2% to 70.6% as music royalty rates increase, and the automotive share of our
business on which we pay revenue share continues to rise. Subscriber acquisition costs increased 6% in the year, only half of the 12% increase in
gross additions, as SAC per growth add declined from 559 to 555. Led by reductions in spending in our programming, satellite and transmissian
and G&A areas, total fixed expenses declined by 516.7 million from 2010, Fixed operating costs are now 5366 million or nearly 30% lower than their
pre-merger levels.

Despite this, we continue to invest in our product platform, bringing Sirius XM 2.0 to market through the Lynx introduction just prior to the Consumer
Electronics Show. The Lynx allow subscribers to access content through either the satellites or a Wi-Fi connection, store up to 200 hours of
pragramming, simultaneously record content from multiple channels, through Tune Start, start every song from the beginning and see what's
coming next on that first electronic programming guide. The Lynx will also be capable of accessing on-demand content when that service is
launched. Lynx provides a window to the kind of services we expect to bring to factory-installed radios and new car production in coming years.
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Adjusted EBITDA grew 17% in the year to 5731 million from $626 million in 2010.The 24.2% EBITDA margin is on pace to achieve the 40% EBITDA
margins we belleve Sifius XM can achieve in the future. Great performance in the P&L helped deliver a near double and free cash flow to 5416
million from 52171 million in 2010, Over $100 million in EBITDA growth, combined with 5174 million in reduced capital expenditures, fueled an
expansion of free cash flow that will accelerate in 2012. Our cash balances grew to 5774 million at year-end. Gross debt to EBITDA stands at 4.1
times, while net debt to EBITDA is at 3.1. Upgrades in the fourth quarter from both Moody's and S&F reflect our improving credit fundamentals.
The debt market has also recognized our rapidly improving prospects. Sirius XM's benchmark unsecured debt is trading below 6%, a dramatic
improvement from the cost of 15% secured debt with equity, we incurred just three years ago.

As Mel mentioned, our outlook for 2012 is for continued growth and rapidly improving profitability, liquidity and leverage. The consensus forecast
for auto sales in 2012 is about 13.7 million cars and light trucks, up a little less than the 8% from 2011's 12.7 million vehicle pace. In January, we
began implementing the first basic price increase for Sifus subscribers since the service was launched in 2001, and the first increase for XM
subscribers in nearly seven years, Sirius XM programming is unparalleled value for consumers and audio entertainment. Our call center agents are
equipped with a variety of tools to save every customer whao is at risk of canceling. While we are encouraged by the early response to the price
increase, we are anticipating a modest increase in self-pay churn in 2012 to approximately 2.1%,

We also expect the new car conversion rate to remain in the 44% to 46% range we have seen over the course of the last three years. Sirius XM
expects to add 1.3 million net subscribers in 2012, or about 6% growth, Revenues will expand by nearly 10% to approximately 53.3 billion, Over
half of our customers are on one-year or longer plans. The full effect of the price increase will take about 18 months to be reflected in our operating
results. As a result of the effects of the price increase and continued reductions in programming cost, adjusted EBITDA will expand at nearly twice
the rate of our revenue growth, growing to $875 million. This represents an increase to our previous adjusted EBITDA guidance for 2012,

Sirius 6, the last of our next generation satellites, should launch in the next several weeks. As adjusted EBITDA grows and working capital flows
improve with the price increase, free cash flow will expand over 7086 to 5700 million for 2012, Based on this guidance, the Company's liquidity
profile will improve dramatically, Cash will expand to nearly 51.5 billion and net debt to EBITDA will fall to about 1.8 times, During the course of
the year, we will begin to evaluate returning capital to shareholders through dividends or stock buybacks. We expect to discuss our plans with you
later in the year,

Sirius XM has shown a consistent ability to deliver solid operating performance under less than ideal conditions. The last three years has been
tough on consumers and the worst stretch for the auto industry since 1981 to 1983. Despite that, we have significantly grown subscribers, revenue,
EBITCA, and free cash flow, and significantly reduced our leverage, With continuing growth at auto sales, the growing opportunity to recapture
subscriptions in the previously-owned car market, our strong operating leverage, the opportunity to renegotiate the remaining pre-merger contracts,
lower interest expense, low capital expenditures and no taxes, Sirius XM is poised to show strong long-term growth and free cash flow,

Operatar, let's open it up for questions.

QUESTIONS AND ANSWERS
Operator

{Operator Instructions) Benjamin Swinburne with Morgan Stanley.

Benjamin Swinburne - Morgan Stanley - Analyst

One for David and one for Mel. David, can you go back and talk about how sales mix impacted "11 and how it might impact '127 | think you said
that it was a negative around conversion rate, maybe a positive on the build, the two-thirds build rate. | want to clarify that | got that right. And
then any insights into how you're thinking about how that might impact 12, And then Mel, your comments were really interesting about the [P
competition. You talked about greater penetration in car from IP services, But you also talked about the difficulty for them to sell advertising spots
to advertisers. And obviously, you've spent a lot of time selling advertising over your career, going all the way back to Infinity and CBS. Can you
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just spend a minute on why you think it's going to be difficult, particularly on the mobile front, which a lot of people seem to be excited about. It
sounds like you're a little more cautious on the opportunity for them to generate meaningful revenue there.

David Frear - SIRIUS XM Radio inc. - CFO, EVP

Okay, on the mix issues, on penetration rate, the shift towards North American automotive manufactures, primarily the Japanese, but generally
Asian manufactures, had lower sales mix this year overall in the industry. And so that tends to bias the penetration rates up a little bit. The Morth
American manufacturers are overpenetrated relative to the Japanese in particular. On conversion rate, the mix moves around a little bit that.
Without getting into too much of the details, that when you're all done sorting through the mix of the conversion opportunities that came up in
the year,which is a little bit different than the sales mix, that it biased a little bit towards lower converting manufacturers, And there was also a bias
within model mix towards lower converting models in the sales mix.

Mel Karmazin - SIRIUS XM Radio (nc, - CEOQ

On the question about advertising, if you think about where the biggest piece of the pie goes in advertising, it's television, right? Television has
the benefit of sight, the visual, the sound, high-definition, big screen. And now you take a look at what happens in the mobile environment. And
in the mobile environment, you're not really able to do as robust video, particularly if you're thinking about it in the car. So you're limited in what
type of advertising you're really going to be able to put on that mobile device, And if the mobile device is audio commercials, that sounds an awful
lot like FM radio to me. And | also believe on the advertising side - and [ felt this way for a number of years - and that is that there is just too much
supply that's out there. There's no barrier to entry for people to be on the Internet. And there are more companies that are taking advertising
dollars. So therefore, the idea of having so much supply puts the power in the hands of the buyer of the advertising. Other than when you get big
events like the Super Bowl or big ticket items there's just a robust amount of advertising inventory available. So | think it's challenging. Obviously
advertising's going to be around for a long time but there's going to be an awful lot of companies dividing up that advertising dollar.

Benjamin Swinburne - Morgan Stanley - Analyst

So hard to drive CPM, it sounds like you're saying, over time?

Mel Karmazin - SIRILS XM Radio Inc. - CEQ

Unless you're something other than a commaodity. And if, in fact, you have music principally, and a lot of other people have music, and you're out
there trying to sell your music is better. | think it's a challenging business.

Benjamin Swinburne - Morgan Stanley - Analyst
Thank you,

Operator
Barton Crockett with Lazard Capital Markets.

Barton Crockett - Lazard Capital Markets - Analyst

| wanted to drill a little bit into the subscriber outlook, seeing 1.3 million net additions versus 1.7 million. | was wondering if it's possible for you to
parse in a little bit more detail what drives the production in net additions. 1s it purely just a higher churn assumption, churn rate assumption, or
is there something else going in there? That's question number one, And then question number two related to the churn, | was just curious, when
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you say you expect 2.1% in 2012,is that based on seeing a 2.1% churn from people that have been hit with the price hike in January? Or is that just
your best guess on what's really not fully data that can give you a churn rate yet?

Mel Karmazin - 5I81US XM Radio Inc. - CEQ

This is Mel. Let me start and then Jim and David can add-on anything they want to comment about it. First of all, | am saying that we are being
conservative. There is no information that we have about our business. Our most recent quarter, our fourth quarter, showed the best fourth quarter
in our history since the merger as far as net adds are concerned. So there's nothing that we are seeing impacting us. We're not seeing any new
competition that's impacting us. We're not seeing any dissatisfaction of our service. What we're doing is we are putting in a price increase. We
made that decision to do. And we really don't know exactly what the impact is going to be on subscribers, mainly because we have very limited
experience at the Company in putting in a price increase. We compete with free. 5o in an ideal world, we would have lower cost per service. But
that doesn't generate us as much revenue and EBITDA and free cash flow as we're looking for. So we're starting out conservative. We're not seeing
anything impacting our January churn that is alarming to us at all.| think it's prudent to be conservative and that's the basis of the 1.3 million.

David Frear - SIRIUS XM Radio Inc. - CFO, EVP

Barton, we're just a month into it now. And when you think about the fact that 80% of our self-pay subscriber base is on credit card or debit card,
you've got to wait for them, even though we notified everybody of the price increase, you've got to wait for them to see it come through on their
bills, and then see how they react. So honestly, four weeks into the year, it's very early and this is our best estimate of what we think it will look like
for the year.

In terms of drilling into the sub outlook a little bit, one of the things that you have to bear in mind on net additions is that the inventory of paid
trial subscriptions at the end of the year, the change in that from year to year, affects what the total net additions are going to look like. So in 2011,
we have supply disruptions in Asia. What we hawve is a shift in mix towards U5 and European manufacturers who tend to be paid trial partners. And
| think the industry view is that there will be a shift in mix back towards Asian manufacturers in the course of 2012, Which will be a shift back towards
unpaid trial partners, So part of what you're seeing in the sub outlook is just shifting mix in paid versus unpaid trial subscriptions. As well as the
fact that we're instituting a price increase. Look, if you look at last year as being a year without a price increase, and this year being a year with a
price increase, and you said do you think you'll have more or less overall demand for the service at the higher price or the lower price, you're
probably going to say that the price increase ought to suppress demand a little bit. 5o we're reflecting that in our numbers.

Barton Crockett - Lazard Capital Markets - Analyst

Okay, great. I'll leave it there, Thank you very much,

Operator

Bryan Kraft with Evercore Partners.

Bryan Kraft - Evercore Partners - Analyst

| just had two questions. One, just wanted to see if you could talk about how you're handling the music growth you see this year from a pricing
perspective to the consumer. And then, secondly, the conversion rate, | assume you're talking the official conversion rate which you would apply
to the paid promotional subs. Can you talk about what you're seeing in terms of conversion on the free trial side, what the trend has been there
and where you see that gaing this year, as well. Thank you.
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David Frear - 5IRILS XM Radio inc. - CFO, EVP

Brian, the comversion rate we've been talking about applies to all of the new car trials. 5o paid and unpaid. The 44% to 46% range covers all new
car trials and our results for last year again covers all of them. On the music recovery fee, there's a little bit of art in coming up with that every year
because we, in essence, have to project different mixes of subscribers an different plans and all the rest. But | think that the way you should loak
at it is that we came out from under the restrictions of the FCC merger order in the late part of the summer of 2011. Through last year, that what
we were charging for the music royalty fee was in compliance with the terms of the merger order. Which involved delaying the recovery of that
stuff for a couple of years and then we had to catch up an it

Socoming into the gate this year with a price change, that we've rejiggered the rate, the effect is about the same. If you look at a primary subscription,
that | think in December we were charging $1.40 on a $12.95 subscription. And in January we were charging $1.42 on a 514.49 subscription, And
just like it will take 18 months for the price increase to work its way through, the reduction in the music recovery fee that we did in December 2010
also takes about 18 months to work its way through the numbers. If you look at that component of ARPU over the course of last year, you generally
see negative quarter-on-guarter comparisons, And that would continue to be true in the first part of this year and then it should level out,

Bryan Kraft - Evercore Partners - Analyst
Okay, thank you very much, That's helpful.

Operator
James Ratcliffe with Barclays.

James Ratcliffe - Barclays Capital - Analyst

Twao quick ones, if | could, Just generally, could you talk about the impact that Sirus 2.0 on-demand, personalized radio and the like has on the
royalty payment stream? And if that's going to change in any way the structure of those payments. And, secondly, could you talk about the activity
you saw toward the end of the year. Didn't see as much of a bump up in prepaid revenue as | expected. Do you see a lot of customers aware of the
price increase and contracting before it? Or do you think it's most generally seeing it as it comes through in their bills? Thanks,

David Frear - SIRIUS XM Radio Inc. - CFO, EVP

On the last question, | don't think there's really anything out of trend with prepaid revenue. | don't think we had a significant pull forward in the
price increase. The ARPU is down a little bit, which is going to bring prepaid revenue down. The average month's prepaid remains fairly consistent.
That hasn't changed a whole lot so it should move with ARPU. And on the 2.0 products are fully DMCA compliant and so we really don’t anticipate
any change in the royalty payment structure associated with the product,

James Ratcliffe - Barclays Capital - Analyst
Great. Thanks.

Operator

Amy Young with Macquarie.
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Amy Young - Macquarie Research Equities - Analyst

Can you talk a little bit about your increased EBITDA guidance? Is this largely a result of cost or expectations for advertising growth?

David Frear - SIRIUS XM Radio Inc. - CFO, EVP

| think the biggest impact on it is subscriber growth and the price increase. We've got 5300 million worth of revenue growth and generally 70%
contribution margins. 5o that, with some increase in 5AC associated with the growing auto industry that you get to, they're still pretty healthy
incremental EBITDA margins year to year,

Amy Young - Macquarie Research Equities - Analyst
Okay, thanks,

Mel Karmazin - 5IRIUS XM Radio Inc. - CEQ

Okay, thanks, everybody.
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CORPORATE PARTICIPANTS
Mel Karmazin 5irius XM Radio Inc. - CEQ

CONFERENCE CALL PARTICIPANTS
Operator

PRESENTATION
Unidentified Participant

If you all would mind taking your seats, we can go ahead and get started with our next keynote speaker. We're very fortunate to have , Mr. Mel
Karmazin, CEO of Sirius XM with us today.

Mel Karmazin - 5irius XM Radio Inc.- CEQ
Thank you.

Unidentified Participant

Thank you very much for joining. So, | guess, before we dive into questions, [| have to ask] is there any sort of opening remarks you want to make
as we sort of wrap up 2011 and you think about the future,

Mel Karmagzin - Sirius XM Radio Inc.- CEQ

Well, | guess, the first thing is to say, Happy New Year to everybody, Have a healthy and happy one. We had a Happy New Year year-end, because
this marning, we learned that we — well, let me start with what we gave as guidance. So, we had originally said that we would add less than the
1.6 million subscribers that we gave in our most recent guidance.We had raised our guidance couple of times, but we had told on our last earmnings
call that we would add 1.6 million subscribers this year.

And as of the end of the third guarter, in order for us to do that, we've had to add 440,000 subscribers to get to that 1.6 million, As of this morning,
we are now — we added approximately 550,000 subscribers and we have approximately 1.7 million net adds this year. That 1.7 million of net adds
fell higher than anyone's expectations, also was the highest since the Company completed its merger as far as net adds is concerned. And our
fourth quarter was the best fourth quarter insofar as net adds since the merger as well,

So, yes, we're feeling very good. Obviously, the competition that exists in this whole audio entertainment space has never been greater, yet our
performance, as recently as this last quarter, has been just phenomenal. And | think that's what | got to say.

Unidentified Participant

That's impressive.What -- if you just peel back the onion a little bit on that huge net add number for the quarter, what would you say were the key
drivers? Is it a more healthy auto market? Are you gaining more traction in the used car channel? What were some of the key drivers?
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Mel Karmazin - Sirius XM Radio Inc.- CEQ

| think, clearly, the two drivers are the improvement in the OEM business. You certainly saw it with some of the announcements today on [December
slot]. So, we certainly saw an improvement in car sales. Our penetration continues to do well. And, secondly, though the base is small, we are
absolutely seeing a significant increase in our used car business as well as used car business as well.

Unidentified Participant
Okay.

Mel Karmazin - Sirius XM Radio inc.- CEQ

Okay.

Unidentified Participant

So stepping away maybe from those great fourth-quarter net adds, if you sort of look out over the next one, two, three years, what are the key
priorities for your firm?

Mel Karmazin - Sirius XM Radio Inc.- CEO

So, | think I've said in the past that the metrics that remain important for the Company are to continue to be a growth Company, to continue to
grow our subscribers.We'll talk a little bit about that growth in subscribers at our earnings call, when we report our fourth quarter and we give you
some mare information. But, certainly, continuing to grow our subscribers is very important and also free cash flow. So, the two metrics that our
organization has been drilled into and everyone is focused on is the idea of growing the subscribers and growing our free cash flow.

The guidance that we had provided was that, in 2011, we have about 5400 million of free cash flow and we said that that was going to increase by
about 75% and that sort of gets you to a number of around 5700 million of free cash flow, And, again, we feel very good about that and we feel
that's what's going to happen in 2012 and 2013 and 2014, because of things that we believe we know today though, obviously, things are always
subject to change Is that they are fundamentals of the business that continue to improve along those lines. We have contracts that have not yet
come up since the merger that start to roll out in those outer years,

So, unlike a lot of other mergers, where you capture all of the synergies in the first year or two, in our case, we had six and seven-year contracts,
where we're still first getting to the first opportunity to where we have to show that improvement. The good news for us is that the OEMs take a
very long time to roll things out. We're talking today to our OEM partners about new features and functionality and things in the cars for two years
and three years from now. 5o, we can pretty well see what the car companies’ plans are for 20012 and 2013 and 2014 today and we're feeling very
good about that. We feel good about our penetration rate into the cars, we feel good that we're tied up with every single car company that makes
cars for sale in North America,

Our self-pay churn is fairly good. Our conversian rate is where we've said it would be and we don't really see anything on the horizon that's going
to get us unfocused on our core business. We're not out locking at acquisitions. We're not looking to expand in a whole lot of other places. 5o, |
think, it may be boring, | hope the growth rate isn't boring, but clearly, | think, we're going to be pretty much what you see is what you get in the
next few years.
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Unidentified Participant

But you had a very successful career prior to this in the terrestrial radio business. If you look at the landscape with your hardware and two-thirds
of all cars, you've got a handful of web-based start-ups and a lot of advertisement still generated in terrestrial radio. How do you see the market
evolving? Were these existing sort of parallel segments of the market that will just slowly evolve or they're cross marketing, cross-promaotional
oppartunities, will Sirius become bigger in the Internet over time and the sateliite infrastructure that you have will become less [germane]? How
do you see the business evolving?

Mel Karmagzin - Sirius XM Radio Inc.- CEQ

Yes, | think, the thing about us is that, we have grown our Company in 10 years. 5o if you think back 10 years ago, the terrestrial radio business was
abauta 317 billion or $18 billion business. And there was no revenue going to the satellite radio companies 10 years ago and there was no revenue
going ta the IT companies. S0, you now come 10 years later and you see that the terrestrial radio business is still a, let's call it.a 514 billion industry
and they still have 90% of the people who are listening to terrestrial radio in the course of a week.

So,that's pretty much the market that we target on.That's where the money is, that's where the fish are and that's certainly where the opportunity
for us to continue to grow is. 50 we've grown our Company in 10 years to where our revenue is 53 billion a year. Clear Channel is celebrating its
40th year in 2012 fram the time they acquired their first radio station and it took them 40 years to get to about 53 billion of revenue, And then you
have the [IP] side of the house and there is a whale bunch of companies out there that are providing audio content through the Internet,

And one of the things about the Intemet is that, there's no barrier to entry, 5o the fact is that if vou want to start an IP audio company, you are able
to do it. Today, | guess the company that is most talked about though, talk is a bad word, but is Pandora, And Pandora is a really good company.
They've been around for as long as we have. They've been around for about 10 years, They have about 40 million regular users, maybe more now.
And they have about 5300 million of revenue.

So, business models matter. We like our business model of subscription better than the advertising-driven model. We believe that whether or not
the consumer Is going to get audio content an any device, if they're going to be hearing advertising related to it it's sort of the same, And we think
that we are very unique insofar as our business model, Having said that, we clearly want to super serve our subscribers,

So, couple of years ago, we started talking about SirusXM 2.0 and as promised, we deliverad a product just before the end of the year, a product
called Lynx, that is a hybrid satellite radio and Internet product. There is a lot of advantages that one to many have and then there are those people
whao feel that there is some attraction to personalization and using the Internet more.

| can assure you that if our subscribers would like to have personalization, we're going to give it to them. So, you should assume that the idea is
that if persanalization is something that Pandora and Spotify and iHeartRadio and Slacker and all these companies are doing, Sirius Satellite Radio
will expand and will make that personalization available, probably, this year to them. | don't think it's a big deal.

Again, we're not going into it as a business, we just again like our business model, but we're going into it and saying, you know what, if our subscribers
like that feature and they want to be able to customize their tailor-made content for them, we're going to give them the ability to do that,

So,our innovation center is, obviously, working with the teams outside people an different algorithms and different ways that we can be different
than athers, but again, | think, our main business is going to be as you see it today, And | think we're going to continue to compete with terrestrial
radio, which we have done effectively for the last 10 years, And | believe that our model is a better model than a model that's just going using IP
delivery to a smartphone. But having said that, our new app on the iPad looks great, which we just introduced it and we're going to roll out apps
into all the other smartphones as well,

We got you in the car with the satellite radio. We have you in the home with a whole number of ways of getting our content, including through,
yes, your television set and including through IP. And in a mobile area, if you want to use your smartphone as your media player, we're going to
allow you to get our content and additional content from that device as well,
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Unidentified Participant

Okay. If you looked at the utility that your consumers today derive from your service, have you ever, sort of, analyzed what is the source of the
utility? Is it the unigue content that you have? Is it that consumers don't have to pick and choose, they can just sort of find a channel that sort of
meets their needs as that it doesn’t have ads on it, unlike a lot of, | think, all terrestrial radio? What are the different segments out there that sort of
cause people to say this service is actually worth parting with some of my hard-earned money in this recession that allows you to generate some
sort of subscriber numbars?

Mel Karmagzin - Sirius XM Radio Inc. - CEQ

Sa, | think one of the things that the Company was very smart about, and this is before | got here, so I'm not taking any credit for this at all, is that
it thought that the way to deal with getting this product out to the most number of consumers as quickly as possible was through a business model
that maybe OEM partners with us, And we provided incentives for the car companies to put satellite radio into a whole lot of cars.

The car companies would have been very happy to just put satellite radio in for any customers who wanted to ask for it. But we wanted more than
that and we wanted to get out into all of the cars that we believe were appropriate for us. So, that business decision far us to compensate the
automobile companies to put satellite radio out there has enabled us to get today to that penetration rate of about 679% in all cars.

We could have taken an approach and said, you know what, we'll go to General Motors and we'll offer the product to them and General Motors
would say, okay, we'll put out a press release that says, we're going to put satellite radio into Cadillac vehicles and they would put it into half of the
Cadillacs ar 25% of the Cadillacs. And if you bought a Cadillac and you wanted satellite radio, you could have bought one of those vehicles.

Well, our business mode| [provided for] something different. We said that, we want to be in every Cadillac, okay. And we want you to push it out
there and that model has worked real well. So, once we now have the user interface that is as easy to get satellite radio easier in some cases than
it is to get your AM or FM, we think, that's a driver of one of the things.

So,now it all gets down to, if you got a user interface, you have a way of getting to the consumer, you've got to have content. Content is king, the
play is the thing, going back to Shakespeare days. And we have made a point of getting the best radio on radio and that's why these [135] channels,
here in 5an Francisco, the most number of radio stations that one company can own is eight radio stations. And, most of them are trying to come
up with the format that's going to be the most popular. So, you have multiple formats competing with each other and a lot of unserved markets.

One of the things that we did is that, okay, we're going to be similar to the HBO model of saying, you know what, if you want movies, we'll give you
movies, but if you want boxing, we'll give you boxing and if you want comedy like The Sopranos ar Sex and The City, we'll give you that. And we've
approached our spectrum and said, how do we want to divide up that spectrum to give everybody 8 channels or 10 channels that they're going
to like,

Mow, their 8 channels or 10 channels may be different than somebody else's, but we're going to have that full spectrum and whether or not it be
our news, our Howard Stern and Opie & Anthony and whether or not it be our CNBC and various play-by-play events, we thought that we would
give you whatever you want. And we're indifferent to which channels you choose.

| mean, if you like our music channels, we're happy to have you do that. If you prefer not to listen to music and want to hear news and talk, that's
great as well.

Unidentified Participant

Okay. You mentioned a little bit earlier that the hardware is now in 67% of all cars. | think, underneath the hood on that, there is some shift going
an between the pald trial and unpaid trial. | think GM is one of the example that's going from paid to unpaid. Can you talk a little bit about what
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happened behind the scenes with that GM negotiation that made them want to migrate? What are some of the financial implications of that
change? And do you think we'll see other OEMs go down that same path?

Mel Karmazin - Sirius XM Radio Inc.- CEO

So,| don't know how much we have about previously disclosed at the time of the merger an that. 5o, | need to be a little bit vague, because | don't
want to go aver anything that betrays our contracts with General Motors.

But the first contract that we started to negotiate right after the merger was a contract with General Motors, And we entered into a new agreement
with General Motars after the merger that provided for an immediate adjustment in the agreement and then it provided for a Phase 2 in that
adjustment, which would further enhance the economics for the Company. | mean, it gets closer to a marketplace deal as compared to where the
General Motors deal was originally,

Prior to the merger, it was relatively — it was commaonly known that XM made no money on the General Motors contract. All of the benefits of
satellite radio in with General Motors went to General Motors. And by the way, from a General Motors perspective, that was appropriate, because
General Motors said, hey, if we're going to launch satellite radio and we're going to put it into our cars and we are going to make a business for
you, we want to be handsomely paid for it. And General Motors, in the first eight years of that contract, will have made an awful lot of money with
XM having, up until the merger, not made any money on it. The new contract provided for an adjustment in that and the new agreement, which
kicks in atthe end of 2013 and the biggest impact in the 2014 provides for an even greater modification of the economics that are more appropriate
for us and also still very good and very profitable for our partner.

So the idea was there was a negotiation and we're pleased that General Motors continues to be an important partner, but the deal was different.
And the deal will provide us with a [favorable] return for what we bring to the table and appropriate value for what they're getting. And whether
or not it's a three-month trial or a year, paid, prepaid, each deal is different, And that's why, when you look at the numbers, you've got to be really
careful when you look at things, because every single deal is different and every single car converts differently. And we have seen three-months
non-paid trials convert better than six-months paid trial,

So there is no one exact right answer for us. We haven'’t found the one that says, okay, this is what we want to roll out for all of our OEMs. This is
the cookie cutter. What we are doing is working with our partner on profitable deals for us that incentivize them to put the radio out there and
promote it and work with us on used cars, so that we are working with the owner of the vehicle even if it is not the original owner.

So the OEM deals are improving just like the content deals are improving and that's why when we said that our margin, when we are more mature,
we'll be over 40%. That's sort of how we get there. And our margin has steadily been increasing each year since the merger.

Unidentified Participant

Some of that commentary, | think, you've given about margins in the long-term has sort of crept up over time, right? There was a time not that
long ago, when you used to say, [35%], | believe, right?

Mel Karmazin - Sirius XM Radio Inc.- CEO

Yeah.We do a whale bunch of long-term scenarios, right. You sit there and say, okay, what if? And the way we look at the business now and we
are smarter, we are only 10 years old. | mean, | think if you were to talk to Ralph Roberts and Brian Roberts, when Comcast was 10 years old, they
wouldn't have as much knowledge of where this business is going to grow as to where it is today. And what we're actually seeing is our ability to
have better margins than we had originally anticipated,

*
sl Ee,

i N i : AT . % THOMSON REUTERS



M, SIR| - Sirius Satellite Radio at Citi Entertainment, Media and Telecommunications

Caonference

Unidentified Participant

| think there were some data points you alluded to earlier on the OEM side, where the auto number was actully ahead of the Street’s expections in
terms of auto sales in the fourth quarter. | think it was — was it Ford and [Ralph came off today]?

Mel Karmazin - 5irius XM Radio Inc.- CEQ

Well, General Motors and Ford — well, | think, Chrysler reported same numbers today. | know the SAAR number is, | mean, — because I'm here, |
don't know, but it's [2 million] today. 50 we should have a sense as to where the actual numbers came out, But business -- everybaody had a good
December, it was a good fourth quarter. The last SAAR number for the year that we had seen was somewhere short of 12 million this year.

Unidentified Participant
Okay.

Mel Karmazin - Sirius XM Radio Inc.- CEQ

12.7 million to 13 million was where the SAAR was to be this year. Ford and General Motors today said that their SAAR next year being somewhere
in the 13.5 million ta 14 million. If they're right, that's great news for our Company and you could see where we've operated right after the merger
when SAAR get down to 9 million, we were used to doing business at 16 million and 17 million cars a year. So. initially, a lot of the model when we
did, we said, well, okay, the last 10 years are going to be 16 million to 17 millian, what information do we have that in the next five aren't going to
be 16 million or 17 million? Well, 2009 came and we saw how you can't do that type of modeling, but we managed to have a really good year from
a revenue, EBITDA, subscriber growth, free cash flow growth. In 2011, where the SAAR number below 13 million and if in fact that number gets
abowve that, that's good news for us.

Unidentified Participant

So outside of the new car market, there's the used car market you talked about it being a big strategic priority, | think, for Sirius over time, what —
well, | think investors, as we get a lot of the questions, they sort of understand the abstract oppartunity is car market, they understand certified
pre-owned were sort of easier to go after that channel. But the other sort of 95% of the used car market, what — Is there any sort of meat on the
bones you can put an your thinking potential ways to go after that more difficult channels in the used car market?

Mel Karmazin - Sirius XM Radia Inc. - CEQ

And you hit the nail on the head.| mean, that's exactly right.| mean, so, the first thing that we did is that we went to our partners at the car companies
and said, hey, what can we do on certified pre-owned and we've done a really good job there. 50 you go in and you buy a certified pre-owned, it's
virtually every case it's going to come with a three-month trial subscription for satellite radio just like your new car would. And we're going to
market to you, and we're going to convert you and we're going to with no SAC, okay. We're going to get that customer to be a subscriber at some
level. And then we went to the franchise dealers and we said to the same car companies, hey, can’t we work with you and some of your franchised
dealers and we now have programs there.

This week we announced that we did a deal with AutoNation. AutoNation a large car company, a large car retailer, and the deal is that on every
used car that has a satellite radio in it, no matter what the brand is that it's going to come with a free three-month trial. We have various initiatives,
some that work, some that didn't and we're going to continue to try new deas. I'll give you one (technical difficulty). There is a auto - a place that
you might go to change your oil. Right. | don't want to mention the brand. You go in and — you just go in for an oil check.
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| did assess with them to where they would see a vehicle come in, they would see that it has a satellite radio in it. They would have access to be
able to find out if that radio is activated or not activated. If that radio is not activated, we would incentivize them to offer that customer a free
three-months trial program.Good idea, right. Small numbers, [t didn't work. Wasn't worthy idea, but we've moved beyond that. 5o, we are constantly
trying to figure out how we can find out if you've sold your car to me, how do | learn of that so that | can offer something ta you, Well, one of the
ways that you do it is insurance companies, right? 50, who knows when a car is sold. Well, you can go to the state, of course you do your registration,
right,you do that. And unfortunately, today, the states are still concerned about privacy issues and therefore don't want to give us this information.
Who knows what the budget crisis has been due to them so where maybe some of these States, well, maybe change their viewpoint and they will
let us get same of that infarmation,

So,we're talking to insurance companies about how we can do it.We're talking about, now that the numbers are starting to roll in with maybe we
Just should ought to do some more advertising and marketing, And we go ta market to the consumer and say that, hey, by the way you are buying
the car where all over some of these sites that you go to or look up about what a car is, car histories and things like that about doing tie-ins with
them.

So,it's a big opportunity if we do it right. We're going to add a lot of subscribers and we figure out a way to crack this other things that's going to
be huge. And | hope that [that we dol.

Unidentified Participant

Just for the — for those that don't know, could you mind just share in a few numbers in terms of roughly how many cars are out there on the road
that are not customers and what are some of the early data points you have on the conversion rates relative to the OEM market?

Mel Karmazin - Sirius XM Radio Inc.- CEQ

Yes, 50,1 mean, | think what's relevant is that there's about over 200 million cars on the road today, And as | mentioned there’s about 13 million
new cars that are going to be sold, So, there's more used cars sold every year than there are new cars. So, that's a big deal. There's also the fact that
we have satellite radio in a whole bunch of cars where people have chosen not to subscribe. They churn, they haven't converted. And today, there's
prabably about 40 million of those cars out there today and the opportunity exists for us when those vehicles are sold to get a subscriber. That
number ramps up to 75 million or 80 million in the next five years.

Well, we think that when you get it into those Kind of numbers, we're starting to have meetings about what should we do when we have, let's call
it a 100 million radios out there, and let's say, 50 million of those radios are not satellite radio subscribers. Well, do we light up 10 channels? |
mentioned that the most youcan have in 5an Francisco is eight radio stations.Well, what if we were to put 10 channels on that would be commercial
advertising. Whatever way we did it, and make that available as a way of [adding] monetization.

So far, there hasn't been a good idea yet for us to do it. But the opportunity is there for us to do a whole lot of that kind of thing, as time goes on
and satellite radios in more and more vehicles and the SAC Is already paid for.

Unidentified Participant

| think you recently instituted a price hike 512,95 to $14.49 at the beginning of the year. Given the robust net adds that you just cited, it sounds
like, so far anyway the evidence is that it hasn't caused massive disruption or massive increases in terms -
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Mel Karmazin - Sirius XM Radio Inc.- CEQ

Yes, | mean, | was on a call earlier today, because we certainly have put through that price increase as of the end of the year, So it went into effect
in 2012, Hated the idea to raise our price, it's — when you compete with free and all of our competition is free, whether it be terrestrial radio or IP
radio, the idea of going from 51295 to $14.49 though it's a small amount of maney, it's a very difficult time and we're very sensitive,

We certainly learned a lot from what some other companies have dane as far as handling the price increase. So we wanted to make sure that we
learned from that. And the early indications and it's very early, right. The bills haven't gone out yet, all we've done is, put it into effect is that, it's
reasonably well-received, We at Sirius, we never had a price increase since we started service 10 years ago. And everybody knows what's happened
to the cable bills and everyone knows what's happened to the satellite television bills. And we don't want to be in one of those situations where
we're caonstantly raising the price.

On the other hand, we've got a whole lot more content since the time we started our service without putting through a price increase. And we
thaought that it was appropriate. | can also tell you that we modeled the revenue benefit and ARPU benefit of the price increase even with higher
churn and you can't really model high enough churn to make it not worth daoing. | mean, so, it clearly is the right thing to do. | was a moderate in
the organization. There was a faction, who believed that we should do it more higher, because of the fact that we've not done it before. | just was
a little concerned about the timing and thought that our model could work with this modest increase. And we're going to monitor it very carefully
and we're going to have aur customer care people be all over it from save point of view and work on making sure we keep as many of the subscribers
by offering them smaller packages or whatever else they might want if the price is too high for them.

Unidentified Participant

Okay. We have time for questions from the audience if there’s any folks who want to Mr. Karmazin a guestion, we're more than happy to take a
couple here,

QUESTIONS AND ANSWERS
Unidentified Audience Member

Yes, you talked about offering the consumers personalization. Can you talk about how you would do that technologically? Would it be, they could
get it on their phane or it's something you can do through the radio on the broadcast, somehow narrowcasting?

Mel Karmazin - Sirius XM Radio inc. - CEQ

Right. Se the idea of personalization is not something that you're going to do from the satellite, right. But if you think of a hybrid, and you think
about this Lynx Radio that we have as an example, which is a combination of satellite radio and also |P device that you can offer it through the
smartphone and through your tablets and all of that.

Sao, there probably be 100 million people who have smartphones in the United States this year. And if somebody wants it, and they are looking
away from us for personalization then they're using their smartphone for that and they — our subscribers have smartphones, | mean, the research
that we've done is that we over index the people with smartphones. Well, okay, so if you have a smartphone and you want to use your smartphone
for personalization, we're going to let you have Sirius XM personalization.

Unidentified Audience Member

Okay. Thanks.
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Unidentified Audience Member

My question for you is about, sometimes you have a lot of the cars out there have unigue access to only Sirus’ satellites or XM satellites that are
out there. But you have some unique product for different broadcasting systems out there, is there any chance of making so people can get both
the signals, taking some of the unigue product and putting on some other channels on the other satellite, so people with the older cars can get
product that they haven't had access to?

Mel Karmazin - Sirius XM Radio inc.- CEQ

Yes, so one of the things that we're certainly making sure of, is that anyone who has bought a — let's talk about General Motars who has been the
partner of that -- had satellite radio the longest. So if they're manufacturing a car, and that car is going to be on the road for 12 years, 15 years,
we're going to want to make sure that you are going to, in that car be able to get satellite radio for at least the life of that vehicle.

So therefore, when the XM system was designed, it was only designed to be able to be picked up by those partners that were partners with XM
and the same thing was true of Sirius. 50 gaing forward, all right, going forward we can sit there and have a — and design our radios that they will
be able to look at the Sirius satellite or the XM satellite, look at both satellite whichever way we wanted to.

And some longtime from now, | think 12 or 14 yvears because if this year, all of the vehicles that are made by XM partners are anly going to look at
the XM satellite and all of the ones who are at Sirius Partners, Ford, Chrysler are going to look at the Sirius thing. Those cars have to be made that
look for those satellites and we can't use either of those satellites for the length of that car. But somewhere in the 2020, there is going to be a lot
of spectrum that we're going to own.

That's going to be available to us to do something with whether or not we use that spectrum for more channels or premium channels or who
knows what or whether or not we use it for different business model, right is the option that we're going to have. But we don’t have the ability to
discontinue service today on ane of those services and use that spectrum today,

And it's not going to be for a good amount of time. 50 what we've tried to do is make whatever content that we have on Sirius, so if you like how
it's turned and you have an XM Radio, we're enabling you by having our premium tier where you can get Howard on your XM Radio. But there is
separate system and they're going to have to be separate systems for a long time to come,

Unidentified Audience Member

One of the marketing opportunities you may have, you haven't talked about it is the [Rent A Car] business. And | since when | [Rent A Car] sometimes
it's in there, sometimes it's not, but the whole process is really (inaudible] and | just wonder how much to think about that and it's a great opportunity
to get people to try your product,

Mel Karmazin - Sirius XM Radio Inc.- CEQ

Yes, so [Larry] it was one of the early things that we did. One of the things that it was done originally was to be a promotional vehicle, You rent the
car, imagine if you rent the car and it had a satellite radio in it, and then you sort of liked the product, then you -- when you bought a car you'd
want satellite radio. 5o we started that doing it propartionally.

Today we continue to work with every one of the rental cars, it's a profit-maker for us. 5o we are currently getting paid by the used cars for having
satellite radio in them.We think it makes the driving experience better for the customers to have it and it gives us an oppartunity to deal with it.

It gets tricky, because we can't control, which cars find their way into the used car.

Are they the ones that we chosen not to put satellite radio in them, because they don't convert well. 5o therefore, it's
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part of the 30% of the cars that we didn't want to put the radio in.

On the other hand, if in fact, it's part of the 70%, we want to be able to make sure that we can activate that radio that the rental company tells us.
Now, we can leave that radio activated all of the time and we're willing to do that if the car company is — the rental company is gaing to pay us for
that. If an the ather hand, they want to do it on a per diem basis, 50, okay, when Larry goes and he rents it and he want satellite radio and he is
willing to pay %5 a day, okay, we'll activate in then, 5o, it's — again, I'm not apologizing. | mean, we're a young, new Company. And we have a lot of
things that we need to work through and we've been distracted with things that we shouldn't have been distracted with in the last few years. And
| think, now going forward, we can we refine the way we're working. | could tell you that we were doing deals that were bad deals done for promation.

Airlines, said, gee, if you put your radio in or playing we'll let people listen to your product. And we said great, how much will you pay? No, no, we
are not going to — you pay us, That worked for a [ittle while, and so we said that's a dumb business model, | mean, we're the content owner, Why
should we be paying to put these devices in the planes and sit there and have people, maybe, convert one day or buy .

So, we're focused on free cash flow. We're focused on growing subscribers. That's our mantra. And if any of these other ways, opportunities are
there that could enhance that, we're going to do it

Unidentified Participant

One more question at the back

Unidentified Audience Member

Hi, have you been able to sample a small set of customers that might have a car that has |P-enabled interface as well as the Sirius XM Radio and
sort of test conversion rates in that versus some sort of experimental sets?

Mel Karmazin - 5irfus XM Radio Inc. - CEQ

Okay. S0, the first time that we did that was when BMW was very active and they put in an iPod jack in the car because everybody. including me,
was concerned at that time about what's now going to happen, because personalization, | mean, the ultimate personalization is an iPod. | mean
you pick every single song that's there. And now, you're going to be able to bring that iPod into your car and be able to listen to it. And we did a
great deal of work on that and you could see where it is today to where, | mean, maybe we would be that much bigger if in fact that device wasn't
in the car. But it hasn't really hurt our growth,

Mow, fast forward to the P area, where the numbers are very skinny. | mean, the press releases are out there, but the actual number of vehicles on
the road today, okay, are not that significant and the number of people who had three-maonth trials or six months are very low. So, we're all over
that subject, okay. And the early numbers, and | don't want to mislead you, because the early numbers are small, okay, are certainly encouraging.
We're not seeing our conversion rate impacted negatively when we look at those vehicles that were early adapted in putting in IT into it, not
suggesting that the people aren’t using it, but they're not canceling their subscription to our Company as a result of that.

Unidentified Participant

Okay. (inaudible) Mr. Karmazin, thanks very much far you time,

Mel Karmazin - Sirius XM Radio Inc. - CEO
Thank you.
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Presentation

Operator

Please stand by. Good morning, and welcome to SiriusXM Radio's Third Quarter 2011 Earnings Conference Call,
Today's conference is being recorded. [Operator Instructions] At this time, T would like to turn the call over to Hooper
Stevens, Senior Director, Investor Relations and Finance. Mr. Stevens, please go ahead.

Hooper Stevens

Thank you, Casey, and good morning, everyone, Welcome to SiriusXM Radio's earnings conference call. Today, Mel
Karmazin, our Chief Executive Officer, will be joined by David Frear, our Executive Vice President and Chief Financial
Officer. At the conclusion of our prepared remarks, management will be glad to take your questions. Jim Meyer,
President, Operations and Sales; and Scott Greenstein, President and Chief Content Officer, will also be available for
the Q&A portion of the call.

First, I would like to remind everyone that certain statements made during the call might be forward-looking
statements as the term is defined in the Private Securities Litigation Reform Act of 1995, These and all forward-
looking statements are based on management's current beliefs and expectations and necessarily depend upon
assumptions, data or methods that may be incorrect or imprecise. Such forward-looking statements are subject to
risks and uncertainties that could cause actual results to differ materially,

For more information about those risks and uncertainties, please view SiriusXM's SEC filings. We advise listeners not
to rely unduly on forward-looking statements and disclaim any intent or obligation to update them.

As we begin, I would like to advise our listeners that today's results will include discussions about both actual results
and adjusted results. All discussions of adjusted operating results exclude the effects of stock-based compensation
and certain purchase price accounting adjustments,

With that, I will now hand the call over to Mel Karmazin.

Mel Karmazin

Chief Executive Officer and Director

Thank you all for joining us this morning. SiriusXM continues to execute well in a challenging macroeconomic climate,
We were able to drive our company’s operating results to a new record level of subscribers, as well as a record
quarterly revenue and record adjusted EBITDA. To put it simply, subscribers remain excited about the value and depth
of our entertainment offering, and we have a great business model for our investors to be excited about as well.

Reviewing our current results, you will see that we added 334,000 net subscribers in the third quarter, taking us to a
new high of 21.35 million subscribers. We are growing in what we all know is a very weak economy and in a market
that have seen plenty of new competition. And we're pleased that growth is accelerating this year. We've added 1.16
million new net subscribers so far this year compared to 1.09 million in the first 9 months of 2010, a 6% increase
over last year. And our second quarter -- on our second quarter earnings call, we raised our subscriber guidance

for the year to 1.6 million net adds, which we expect to meet. This means, we anticipate adding about 440,000 net
subscribers in the fourth quarter, up about 34% from subscriber growth in the fourth quarter of 2010,

Self-pay subscriber performance in the third quarter was excellent. We grew our self-pay subscriber base by 364,000
subs to an all-time new third quarter record, These third quarter self-pay net adds were up 41% from third quarter of
last year, and represented the best single quarter since we completed the merger of SiriusXM in the summer of 2008,

When you look at the total number of customers we have, this too is also at an all-time high. While many subscription
media companies are losing customers, we have increased our number of customers by 10% over last year to over 15
million, also a record number. More individuals and households are subscribing to satellite radio, and this bodes very
well for our future and long-term prospects.

Gross additions were up 10% for the third quarter, driven by a third quarter SAR that was up 7% to 12.4 million on
an annual basis, along with SiriusXM's higher penetration rate. This is the fourth consecutive quarter we exceeded 2
million gross additions.

Self-pay monthly churn rate was 1.9% in the third quarter, in line with both the second quarter and with last year's
third quarter. Our new car conversion rate was 44.4%, which is a solid number, but at the lower end of our range.
While the mix and increased penetration from OEM sales continue to affect this number, we are also working with our
OEMs to improve the data feeds we receive from them, which will help conversion. We are not seeing any change in
conversion that concerns us about how customers feel about our product. Conversion of the same vehicle models are
basically the same. What changes every quarter is the mix of OEMs and the mix within OEMs, as all models convert at
different levels,
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Although we're proud of our subscriber growth, our financial performance was even better. Revenue of $763 million
was up 6%, and represents a new record for a single guarter. Keep in mind that our pricing remains constrained at
present. And as you know, we actually lowered the Music Royalty fee last December, which held back ARPU a bit.
Despite the restraints on our pricing, we remain on track to grow our revenue by about 6% and hit our full year
revenue guidance of approximately £3 billion. Importantly, the revenue constraint disappears in just 2 months.

Cash operating costs were up by less than 3% versus the same quarter last year, a rate that was well under our
revenue growth number, Our fixed costs were up about 1%, while our variable expenses, which rise closely with
revenue, were up 5%. We have achieved a reduction of about 20% in our programming and content expense since
the merger of Sirius and XM. And in the first 9 months of this year, we cut expenses in this area by 8%, This is just
one example of the focus on costs that is driving our performance. Quite simply, we're creating more value in our
programming with a lower investment.

The tight expense control and our revenue growth produced adjusted EBITDA of $197 million, up 16% year-over-year
for the quarter. The adjusted EBITDA margin of 26% was also a new record high. In 2012, we expect adjusted EBITDA
will climb to approximately $860 million. Our adjusted EBITDA guidance next year implies a full year 26% maragin,

up from an estimated 24% for the full year of 2011, We continue to believe that we will be able to achieve long-term
margins in excess of 40% by scaling subscribers and revenue, and holding the line on expenses.

We just turned EBITDA positive 3 years ago, and we are very pleased where we have been able to move our margin at
this stage of our development. Growing EBITDA is really a precursor to driving free cash flow, which we believe is the
primary driver of SiriusXM's value. We are focused on growing our free cash flow substantially in the future. Free cash
flow will enable us to invest in our business, which will increase growth, reward shareholders via dividends or share
repurchases and make accretive acquisitions to improve the value of our company.

Free cash flow in the third quarter grew 22% to $75.4 million, helped by lower capital expenditures than in the
same quarter last year, In the first @ months of 2011, we've already produced more free cash flow than in all of
2010, $224 million compared to 210 millien. In 2011, our free cash flow guidance is approaching $400 million.
And remember, we normally have seasonally higher cash flows in the fourth quarter. Our $400 million free cash flow
guidance represents a staggering 90% increase over 2010.

Just a few short years ago, in 2008, the combined negative free cash flow of SiriusXM exceeded $550 million. To put it
mildly, we've come a long way, and it gets better. Our 2011 guidance calls for our free cash flow to increase 75% next
year versus 2011 to approximately $700 million, driven by improved operating results and lower capital expenditures.

Let's put this in perspective. In 2012, we plan to grow our cash generation to nearly $2 million every day, that's
including weekends and holidays. Truly an astounding statistic, which will obviously represent the best free cash flow
in the history of the company.

We continue to find success in the used-car channel, where we now have programs to reach consumers buying a
variety of the used cars. Since we expensed our SAC up front when a car is first produced or sold, adding gross
additions in the used-car channel is an extremely cost effective way for us to grow our subscriber base. We've rolled
out trials to buyers of virtually all satellite radio-equipped certified preowned vehicles across most auto brands, These
sales represent a small portion of used cars sold every year, but it was a great place to start. And the conversion

rate from these certified preowned trials is solid, below the level of our new car conversion rate but still very, very
acceptable.

We expanded on our certified preowned program this June when we announced that we enrclled over 1,000 Chevy,
Buick, GMC and Cadillac dealers nationwide in a new program that provides all purchases of used vehicles, not just
certified preowned, with a complimentary 3-month trial of SiriusXM, Today, nearly 2,000 General Motors dealers are
now enrolled in this program, and we are gathering data on the early conversion in this channel. We followed up with
the launch of a similar program with Nissan and Infiniti dealers, which we announced a few weeks ago. Stay tuned for
future announcements over the coming months as we expand this program to other OEMs,

We add value to the used car sales process, and it's also a great rate for people to experience satellite radio in newly
acquired used cars. We continue to be very confident that the previously-owned market will be a significant growth
opportunity for SiriusXM in the coming years.

Consumers appreciate satellite radio, first and foremost, because of our tremendous and unmatched content covering
every single genre of music, as well as talk and entertainment that can't be heard anywhere else, and a sports lineup
that can't be matched anywhere else on radio or the Internet. We continue to invest in creating and making available
maore premium content to our customers.

Date Created; Nov-01-2011 3



Capital [Q

A Standard & Thie s P

SIRIUS XM Radio Inc., Q3 2011 Earnings Call, Nov 01, 2011

In conjunction with the retail rollout of SiriusXM 2.0 this quarter, we launched more than 20 channels including a
suite of Latino channels. We're taking a great product and we're making it better. Later in this quarter, we will also roll
out the next component of 2.0, a new plug-and-play radio called Lynx. The Lynx will be a first for SiriusXM. Android-
based, with a high resolution color touchscreen, it can operate as a satellite radio in the car, capable of accessing the
new expanded 2.0 content lineup, and it also can access SiriusXM's Internet radio via WiFi and stream audio content
through stereo systems via Bluetooth, In addition, Lynx will enable time shifting of content and storage of up to 200
hours of content, and we expect to add more functionality through software upgrades in the future.

Our great content is a significant factor in driving increased distribution of SiriusXM. In the third quarter, we were
included in approximately 2/3 of all the new cars sold in America, up from about 2%, last year's third quarter. We
continue to work with the major automakers to rollout 2.0 technology as quickly as possible, and we are seeing strong
demand from them for this additional service. An all-time high penetration rate and the anticipated OEM rollout of
SiriusXM 2.0 demonstrate automakers commitment to offer satellite radio to their car buyers.

Our OEMs continue to believe that we make the driving experience more desirable, and they prominently feature us in
their advertising. Most recently, GMC began an extensive TV campaign featuring the NFL on SiriusXM, and offering a
pne-year prepaid service. Mercedes is also featuring SiriusXM in one of their TV spots currently on the air.

Auto sales are picking up, and despite the negative economic headlines, forecasters still expect auto sales to grow

by about 1 million units next year. In fact, most forecasters believe auto sales will continue to grow for several years
as Americans begin to more quickly replace the country's aging fleet of vehicles, SiriusXM is currently installed in
approximately 2/3 of these new cars. As these aging vehicles are replaced, our growing penetration rate mean that we
will have the opportunity to both introduce the benefit of satellite radio to more and more potential subscribers and
gain more and more subscribers from the used-car market in addition to the new car market,

Again, we believe we have many, many years of subscriber growth ahead of us. Delivering great customer service is a
major focus for SiriusXM, and we will continue to work to improve our satisfaction metrics in a cost effective way going
forward through better uses of technology and improved agent training.

Growing subscribers is our primary means of growing revenue, But changes to our pricing and more effective bundling
of higher-tiered packages will also boost revenue over the next few years. Since the 3-year FCC handcuff on our
pricing expired this summer, we carefully condition considered what price level is most appropriate for our service.
Never before in the company's first decade of operations had Sirius changed its core price of $12.95 per month,
despite adding a tremendous amount of premium content that didn't exist when the company launched service.

So in September, after thoughtful deliberation, we announced our intention to increase the price of our SiriusXM’s
Select packages beginning January 1, 2012, from $12.95 to $14.49 per month, approximately $0.05 per day
additional and 11.9% increase. This will help us accelerate our revenue growth next year. And you could see the early
effects in our guidance for 2012, revenue growth of approximately 10% to £3.3 billion. The price increase next year
will also continue to benefit revenue in 2013, We will also be driving higher ARPU through the sale of our premium tier
All Access plan and our Internet Listening add-on.

Revenue growth is fantastic for investors, but it's best when combined with high incremental margin and tight expense
controls. Our low incremental cost and focus on our fixed expenses will result in expanding EBITDA margins. And with
our low requirement for capital expenditures and multibillion dollar tax shield, we plan to dramatically increase free
cash flow over the coming years. Remember that over the next few years, we will have the opportunity to refinance
some of our expensive legacy debt at lower rates. We would have many years without the need for substantial
satellite capital expenditures and with roughly $8 billion of NOLs, we have a substantial tax holiday. All of these things
will help us grow free cash flow for many years to come. We intend to be good stewards of this cash flow.

With over $600 million of cash and equivalents on hand as of the third quarter, our net leverage has declined to just
3.4x, well underway to our state of leverage target of about 3x. Combining this with our free cash flow guidance this
year and next implies we will have nearly $1.5 billion of liquidity at our disposal by the end of 2012. We will have the
flexibility to use this liguidity to grow our business, ensure a low cost of debt, make acquisitions and return capital to
shareholders.

The market and rating agencies have clearly understood our balance sheet, and credit worthiness have strengthened
considerably. Just last week, Standard & Poor's upgraded our corporate credit rating to BB from BB-, which puts us
just 2 notches away from investment-grade status. Since early 2009, our credit ratings have been upgraded & notches
by S&P. We are extremely pleased with the market view of our credit quality and access to credit, so we don't believe
we need to attain an investment-grade rating. Given the predictable nature of our business, we would prefer to take
advantage of a prudent level of leverage, which should mean higher returns for our equity holders over time.
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Without a doubt, there is more competition from all corners of analog and Internet radio, but SiriusXM is not slowing
down, and we intend to accelerate our growth next year. Our company is performing extremely well, We have a
unique product that consumers demand, and we have a business model that continues to demonstrate positive
economic leverage, The best is yet to come.

Thank you for participating in today's call. And I'll now turn the call over to David Frear for additional remarks.

David 1. Frear

Chief Financial Officer and Executive Vice President

Thanks, Mel. If we look at it from a macro perspective, the third quarter was pretty tough. Unemployment didn't
budge. Household incomes were down, consumer confidence sank, car sales continue to fall off the pace set early
in the year. There was virtually no good news in the housing market, political gridlock in Washington and growing
concerns about Southern Europe triggered selloffs in the bond and equity markets. And with all that as a backdrop,
SiriusXM posted a record quarter.

In fact, we just completed our fourth consecutive quarter of growth additions in excess of 2 million. The incorporation
of satellite radio into nearly 2/3 of North American auto production helped overcome lower-than-expected auto sales,
allowing us to deliver record levels of total subscribers at over 21.3 million and self-pay subscribers now mare than
17.5 million.

With a falloff in car sales in the third quarter, the inventory of both paid and unpaid trials fell slightly, less than
100,000, and we continue to have over 5.1 million trials awaiting conversion. For the 3 and 9 months, growth in self-
pay subscriptions was clearly the driving force in our subscriber growth. With subscribers up 7.5%, revenues grew
6.3% to $763 million for the quarter. The reduction in ARPU over the prior year is entirely related to a reduction of the
Music Recovery fee on primary subscriptions that was implemented last December, down to $1.40 from $1.98.

Contribution margins were stronger than expected at 71.4%, up from the prior year. We continue to encourage
investors to plan for 78% margins in the near term as royalty costs are due to go up by 0.5% in January, and the
portion of our subscribers that generate OEM revenue share payments continues to grow. The SAC per gross add
continues its steady downward trend. At $55, it improved 6.8% over the prior year, largely offsetting the 9.5% growth
in gross additions, contributing about half of the pickup in our EBITDA margin in the quarter.

We continue to manage fixed expenses, that's sales and marketing, satellite and transmission, research and
development and GEA and programming, to be relatively flat despite significant growth in subscribers and revenues.
Programming costs continues to decline as premerger contracts come up for their post-merger renewals in the 9
months ended September 2008, Just after the close of the merger, fixed expenses ran $936 million for the combined
company. In 2009, we cut them to $658 million. We held them at that level in 2010 and reduced them further in 2011
to £649 million. That's an aggregate reduction of 31% while revenues have increased 25% over the same period.

High revenue growth and good cost controls result in expanding the EBITDA and the EBITDA margins. The $197.3
million of the EBITDA generated in the quarter was a record for the company, and is up 16% from the prior year. Qur
record 25.8% EBITDA margin for the quarter is up from 23.5% a year ago, 16.9% in 2009 and minus 6% in 2008, a
fantastic record of growth. We look forward to expanding EBITDA margins even further in 2012,

Free cash flow for the quarter came in at $75 million, bringing the 9 months to $224 million, exceeding the free cash
flow generated in all of 2010, Cash exceeded $600 million at the end of the quarter, and with the fourth quarter
coming, traditionally, very strong for free cash flow, year-end cash will rise to roughly $750 million.

In October, we repaid the remaining $23 million of the 3 1/4% converts. Gross debt to EBITDA stood at 4.3x at the
end of the quarter, while net debt to EBITDA was at 3.4x. EBITDA to interest coverage was 2.6x for the quarter. With
rising free cash flow, it's clear that leverage can come down very quickly.

The improvement in our credit outlook was recognized by S&P last week and upgraded to BB with a stable outlook, as
well as by the bond market where our 7 5/8% notes due 2018 traded vyield at about 6%.

While the macro picture for Q3 was difficult, there are some bright spots in the gloom. September SAR show the
best months since the first quarter tragedy in Japan, and October looks like it will continue. Consumer purchases of
cars was up 7% year-on-year, but was up 11% in the month of September. September economic data was also more
encouraging. While it's too early to declare victory, we're optimistic that we will see growth in 2012 above the 12.7
million car sales pace anticipated for 2011.

Our guidance in September anticipated the improvement in car sales. We initiated 2012 guidance in the midst of truly
awful macroeconomic factors and an increasingly competitive landscape to demonstrate the confidence we have in
delivering consistent profitable growth to investors. Our price increase will go into effect January 1, driving revenues
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in 2012 to $3.3 billion. Continued cost effective growth will drive the EBITDA up 20%:, double the 10% revenue growth
rate to $860 million, and continuing the improvement of our EBITDA margin. And free cash flow will expand 75%

to £700 million, as our satellite replacement program comes to an end with the launch of Sirius 6. SiriusXM is well
positioned for long-term growth subscribers, revenue EBITDA and free cash flow.

So operator, let's open it up for questions.

Question and Answer

Operator
[Operator Instructions] We'll take our first question from Barton Crockett with Lazard Capital Markets.

Barton E. Crockett

Lazard Capital Markets LLC, Research Division

I wanted to get a little bit better sense about your fourth quarter subscriber outlook, which is very healthy. And the
one thing that was surprising this quarter was for us at least, it was a dedline in promotional subscribers, And as we
look to the fourth quarter, can you give us a little bit of color about what you see there whether there continues to

be a decline or whether this was kind of a one quarter aberration. And then following up on that, as you look out to
next year, I know you aren’t guiding for subscriber growth here, you're just talking about revenues, but can you at
least, in loose terms, give us some sense of how you see that subscriber growth trajectory that underlies your revenue
guidance for next year?

Mel Karmazin

Chief Executive Officer and Director

I'll let that David answer the question. But first let me answer that we gave subscriber guidance for the year. And in
the last quarter, we, a matter of fact, raised our subscriber guidance to 1.6 million net adds. And that's exactly the
number that we are still forecasting for today for this yvear, and that results in what the fourth quarter would be. And
David, can answer your specific other points?

David J, Frear

Chief Financial Officer and Executive Vice President

So Barton, on the decline in promotional subs, it's very in the short-term to 2 things: one is the level of automotive
sales; and two is in the mix between paid and unpaid trial partners, but we tend to track the total trials in conversion,
in the conversion funnel as opposed to just one or the other. And car was soft over the summer, The -- with the
constraints on production for -- principally, for Toyota and Nissan and Honda, coming out of the problems in Japan

in the first quarter that auto sales as everybody saw it sort of compressed over the summer. With that, we held the
conversion trials relatively flat. It's as the sales -- auto sales picked back up, the total trials and the conversion funnel
will pick up as well,

Barton E. Crockett

Lazard Capital Markets LLC, Research Division

Okay. But in terms of for next year with your revenue guidance, any color on subscriber outlook there in terms of
-- I know you're not going to guide specifically, but even just loose color do you expect a better sub growth year or
similar?

Mel Karmazin

Chief Executive Officer and Director

So, I think, I mentioned in my opening comments that all of the forecast that are out there for 2012 SAR are
anticipating an increase of about 1 million additional cars sold. So we historically give our subscriber guidance on our
fourth quarter earnings, and this year will be no different unless we decide to do a little bit earlier, but it will certainly
be done by that time. And we're very encouraged. And for our planning purposes, we see SAR increasing. And if SAR
increases, that's great news for SiriusXM.

Operator
We'll move on to Benjamin Swinbume with Morgan Stanley.

Benjamin Swinburne
Morgan Stanley, Research Division

I have 2 guestions for either Mel or David or both if you're willing to answer them. I wanted to ask about the price
increase for next year, Mel. I know no one knows what the churn impacts may be at this point, because you really
hasn't bought anything through like this before. I guess the MRF is the best data point we have, but maybe you could
spend a minute on any reaction you've had from either OEM partners or from customers on the announcement that
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might give us some sense for what you expect next year on the churn front as a result of the price increase. And then
second, for either of you or both, strong free cash flow. Again, this guarter, the outlook for free cash flow was very
strong, so leverage keeps coming down. You talked about returning capital to shareholders. I think the assumption

in the market is that share repurchase is at least on your -- on the table. How are you thinking about the liberty
relationship and buying back stock in a situation that will drive their ownership up? I think Mel, you commented on
that briefly at a couple of conferences earlier in the quarter, but any update or thoughts there would also be helpful.

Mel Karmazin

Chief Executive Officer and Director

Okay, so we'll give you a double shot. I'll give you my comments and then David can give you his. On the price
increase, obviously, we compete with freight. All of the competition that's out there, whether or not it'd be in
terrestrial analog radio or Internet radio tends to be a free service. So the fact is that we're very cautious when we
are raising our price, We believe that we are being prudent. Again, we think that $1.50 a month or, as I said earlier,
50.05 a day is something that would not really materially change any DX for us. You really don't know. We're going
to work very closely with our "save desk” and make sure that we're monitoring carefully. So far, based on the noise
that's in the market, or I should say the lack of noise that's in the market, we monitor social networking and basically
go through the feedback that we've gotten from our subscribers. And we've seen them say, they understand. I mean,
the price increase is not in any way, shape or form egregious. It's not something that we're doing regularly, and we
don't think that it should impact our growth next year. As a matter of fact, we think that the financial metrics will be
very attractive for us as we start rolling them out to subscribers. So we thought about raising the prices more. Again,
was concerned about the competition of freight and decided on this number, and we feel still very good about it after
announcing it in September. It's now 2 months, and there really hasn't been much of a reaction to it. On anything
about returning capital to shareholders, it's something that our board will discuss. We think that it will be a 2012
discussion. We introduced the subject already as we talked about these financial metrics accelerating. And I don't
think that there is anymore specifics that I want to talk about what our plans are until our board finalizes and decides
what we want to do with that -- in that regard.

rear
Chief Financial Officer and Executive Vice President
Just, Ben, on he We looked at the Music Recovery fee, we implemented that. We looked several years ago to when
XM changed their prices and how their subscribers reacted to that back in, I believe, 2006. We looked at the change
in the second sub pricing that we did post merger and sort of took it all into account that, one of the things to bear in
mind with the price increase that the -- sort of that cost to consumers, which probably look through the change we
made in the Music Recovery fee last December, if you go to what were prices a year ago now to what they will be in
January, the effective increase is about $1 overall, it's just that we've got it into 2 steps, $0.58 down on the MRF and
then about $0.50 up 12 months later on the primary. So -- and maybe that sort of being around the %1 is helping sort
of mute the reaction that we're seeing so far, because we certainly haven't seen much.

Operator
We will take our next question from David Bank with RBC Capital Markets,

David Bank

RBC Capital Markets, LLC, Research Division

Two questions, the first one is I was wondering if you could give us color on the reactivation side. If not, maybe
sub adds coming from reactivations but you kind of trends in reactivation as a percent of net adds in this quarter
versus prior quarters. And second question is, Mel had mentioned one of the potential uses for free cash flow being
acquisitions. And I was just wondering if you can give a little more color in terms of what would be the ideal kind of
acquisition for you guys when you have financial flexibility towards 2012.

Mel Karmazin

Chief Executive Officer and Director

Okay. So let me give you the second, and then David will comment on your first one. In order for us to make an
acquisition, it has to have a very -- passed a very high threshold. So first of all, it would have to be in our core
competency. It would have to be a business that is growing. It would have to be a business that is going to be
accretive to us on a free cash flow basis. So if -- you sort of look at those things and you say, "What won't it be?" It's
pretty obvious, right? I mean, it's not going to be any of these other radio competitors, as an example, because of the
fact that's not -- they're not going to be growing rapidly or they're not going to be free cash flow positive. So it's very
difficult for a potential acquisition to be there. We look at lots of things, all of the bankers visit us regularly to show us
everything that’s on the market or conceivably to be on the market, We'd like to make an acquisition if in fact it meets
those criteria. And when we find one, we'll let you know,

David J. Frear
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Chief Financial Officer and Executive Vice President

So on -- David, on to the reactivation front, that -- you should think of it -- I think that in the short term, it's just
sort of a fairly steady and consistent effect in the underlying numbers that reactivation is actually an incredibly broad
category of things. I think when most people talk about it that they tend to think of it as subsequent owners of a
radio, primarily a vehicle, and developing confidence in those statistics is going to take a little time. We know for
sure whenever a radio turns off and turns back on, what is a little more difficult to tease out is the information is

who owns the business than the existing subscriber who's reactivating a few days after a trial ends or after maybe
they get disconnected for non-pay, or is it a subsequent owner of a vehicle that we frequently find with the timing of
information sent to us by some of the automotive partners is that you can often have a radio that's still on for a car
that's been sold. The new car buyer -- the used car buyer gets it. And they're actually calling us to "activate” their
radio before we've been informed that the car has actually changed hands. So again, I think the short story is that
over time, that as we can get confidence in the measurement and the numbers, we'll probably talk more to you about
subsequent owners. But reactivations, at this point, is just sort of a pretty steady consistent contributor to all the
underlying metrics you're looking at.

Operator
We will take our next and final question from David Joyce with Miller Tabak and Company.

David Carl Joyce

Miller Tabak + Co., LLC, Research Division

I was just wondering if you could update us on what might be happening on the retail channel with your new Lynx --
or with the Lynx products. And then if you had any color on the conversion rates on the used car channels.

James E. Meyer

President of Sales and Operations

Sure, this is Jim, Bob. We expect to have our product available -- the Lynx product available before the end of the
year. That'll have a significant impact on the holiday season, although we're pretty optimistic about the acceptance

of the product in the market. Overall, we're in the shape we usually are at this time of the year. We have several
promotions planned with our key retail partners for both Black Friday and the Christmas holiday, as well as what we
think is a strong lineup of promotions at our online store at siriusxm.com. And I'm pretty optimistic that the Christmas
season will be good. Regarding used car conversion, as Mel mentioned, we're pleased with the conversion so far that
we've seen on certified preowned vehicles. It's not as high as new cars. It's in fact, it tracks in the mid to high 30s
right now. I think it's too early to say whether the long-term trend of conversion is going to be in used cars because
like many -- if you remember, a new car conversion, it takes a while to figure the cadence, the proper cadence and the
proper offer strategy and a proper follow-up to optimize that number. And used cars, that we're still relatively new at
it. I don't believe at all it'll ever be as good as new cars, but I do believe that it will be very, very strong and a good
contributor for our growth for many years.

Mel Karmazin
Chief Executive Officer and Director

All right, everyone, thanks for dialing in.
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CORPORATE PARTICIPANTS

Jessica Reif Cohen
Bank of America, Merrill Lynch Media & Communications - Analyst

Mel Karmazin
Sirius XM Radio - CEQ

PRESENTATION
Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

{Audio in progress) - to have Mel Karmazin of Sirius XM. Sirius' stock is up more than 60% since our last fireside chat a year ago,
versus the market, which is up only 6.0% and I'd like to welcome now, who is always a pleasure and funny.

Mel Karmazin - Sirius XM Radio - CEQ

Thank you, Jessica.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst
And entertaining.

Mel Karmazin - Sirius XM Radio - CEO

Pleasure to be here.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Yes.

Mel Karmazin - Sirius XM Radio - CEQ

Always great.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

So.on your second quarter conference call, you increased 2011 subscriber ads as guidance to 51.6 million, or a 13% year-over-year
increase, but since then, the markets have become super volatile, consumer seems weaker and weaker, Can you give us an
update on current trends?

Mel Karmazin - Sirius XM Radio - CEQ

Okay. Thanks, Jessica. So, basically, because this year we got an opportunity to talk with this group, we really wanted to bring
out some new information, so one of the opportunities that | have is to update you on what we're seeing. 5o, we're definitely
seeing the economy being very sloppy, but in spite of that, we certainly are also seeing our business being very strong.
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So, today, we're in a position to be able to reiterate our guidance for 2011 and you'll recall that what we said was that our
revenue was going to be about 53.0 billion, that our adjusted EBITDA would be about 5715 million and that our free cash flow,
which, again, we think is the key metric for valuing any investment, was going to go from $350 million, which we forecast, to
S400 million.

In addition to feeling very good about those numbers, we'd like to also provide you with some insight as to how we see 2012
and we thought that we would not wait until our next earnings call to do it, but to be able to do it today. So, for 2012, we see
our revenue not just growing, but that revenue growth will accelerate and we will have — we're looking at today having
double-digit, 10% revenue growth to about $3.3 billion next year.

Our EBITDA should grow by 20% and if you take the 5715 million, which we're forecasting, and take that up by 20%, that would
get you to a number of approximately 860 million. Again, very importantly, this free cash flow number of 5400 million, we are
today looking at that number going up 75% and growing to 5700 million,

So,nat anly is our growth continuing, we're looking at 2012 as that growth accelerating and what's going to contribute toward
that growth is that we are planning on a price increase in our subscription services, effective the beginning of January. And as
an example,our Sirius Select package, which today is 512.95,will go to 513.49 for subscribers that whose term comes up starting
in January. 50,as you know, an awful lot of our subscribers pay significantly in advance and we're not changing any of the prices
they pay until those deals come up.

Our price increase will be approximately 11% on that package, which is our biggest package. In real dollars, if you think about
the offering that we have, it's currently $12.95,is 50.43 a day. 50.43 a day gets you the best radio on radio.

Sirius has not had a price increase since we started service in 2002, We've added amazing content, whether it be Howard Stern,
the NFL, MASCAR, Martha Stewart since then, without a price increase, and now what we're asking subscribers to do is to pay

an additional 50.05 a day, which is, in essence, $0.48, and that will contribute towards our revenue.

5o long answer, Jessica, to your question, but thank you for asking that.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

That's an amazing echo, but I'm happy to hear it. So let's dig down into some of the drivers, but maybe more general questions
for us and then we'll go through each part of the business. Qur auto analyst is reporting an annualized SAAR rate of 12.1 million
for August 2011, Well, as he said, domestic economic data becomes just meore worrisome in recent months.

5o what are your automotive partners saying about their expectations for projected SAAR? And it sounds like you feel really
good about that next year, but given the economy are you reassessing at all that $1.6 million revenue guidance?

Mel Karmazin - Sirius XM Radio - CEQ

Sa,at this point, our partners are looking at 2012 SAAR to be somewhere between 12.5 and 13 million subscribers, We feel very
good about the 1.6 million this year, The SAAR number for this year, in spite of what's going on, will be higher than it was in
2010, 50 there's about a 6.0% or 7.0% increase, even with these numbers, in SAAR, so we feel very good about the 1.6 million
number that we said we're going to grow by,

| think what's real interesting is the fact that there's been a lot of talk about all of the competition that we face and that 1.6
million this year is higher than the 1.4 million of the year before. So we'd love to see SAAR get back to 16.5 million, which is
where it had historically been. An awful lot of analysts are forecasting that the SAAR number will get back to the 15 million or
16 millicn.
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Uh-oh. Did | say something wrong?

Unidentified Company Representative

{Inaudible - microphone inaccessible)

Mel Karmazin - Sirius XM Radio - CEQ
What did | say?

Unidentified Company Representative
{Inaudible - multiple speakers)

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst
51429,

Mel Karmazin - Sirius XM Radio - CEQ
What did | say?

Unidentified Company Representative

{inaudible - microphone inaccessible)

Mel Karmazin - Sirius XM Radio - CEQ

513.49.1 thought - I'm sorry, 514.49. I'm sorry. Forgive me.That the idea is that at $1.2.95 going to $14.49 was the price point, |
misspoke. S0, again, the SAAR number for 2012 again will increase probably between 13.5 and 14 million next year,

There's an awful lot of marketing efforts planned by the car companies beginning in Qctober of this year to be promaoting the
new car introductions and to be driving it and our partners, we're not in the business of making the cars, but what they are
telling us is that they feel pretty good about being able to achieve these levels and all we can do is take SAAR input from them.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Drawing on penetration that's now 65% of all U.5. vehicles manufactured in the U.S., how much further can you drive this and
what some of the ways that either that you expect to achieve higher penetration?

Mel Karmazin - Sirius XM Radio - CEQ

5o one of the things we balance all of the time is are we putting satellite radio in the correct vehicles so that we are going to
likely, after the promotional period and the trial is over, be able to keep them as paying subscribers? So, clearly, | think in the
second quarter our penetration rate was almost 67%.
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If were running the Company just for penetration rate and that metric was what people really were most concerned about, we
would probably only get into the top tier line, because we have penetration of 70% and B0% conversion rates and penetration
rates, On that subject, we have 70% conversion rates on some of our vehicles,

S, | think the idea of going into police vehicles, right, so if you think about the cars that are made of sale in the United States
and if,in fact, there's going to be 12.5 million or 13 million, some of these vehicles are going to be police vehicles. Well, we don't
see any advantage of putting satellite radio into those vehicles and increasing our penetration rate that way.

50, think that if anyone is modeling or anybody is thinking about where that penetration rate should be, | think about 65% is
an optimum, though we're constantly tweaking it, constantly experimenting with different lines. But the mode| works really
well if you take the SAAR number as what it is and then you take 65% of it and then you get into the conversion rate on top of
it sa | think that that's sort of a sweet spot for us.

Jessica Reif Cohen - Bank of America, Merrill Lynich Media & Communications - Analyst

And your conversion rate has been — or you've gotten back to 45%, but you mentioned its 70% to 80% in cars,

Mel Karmazin - Sirfus XM Radia - CEQ

Yes, but | mean, there are some vehicles - when you take a look at that number, there's an average of it. Some vehicles can
absolutely convert at higher levels and some through lower levels, so mix is really important. The more expensive the vehicle
to wear the price is not so sensitive to somebody, it converts better.

We think our conversion rate of somewhere between this 44% and 47%, which is where it's been, is a factor of two things. It's
a factor of mix, because of what | said to you, some vehicles convert differently than others. A lot of our Asian partners have
been newly adopting satellite radio, as compared to General Motors, which was a very early adopter. We have a lot of years of
experience in working with our partners at General Motors on converting.

We've had less years of working with some of the Asian partners, so their conversion rates are suddenly — or are somewhat
lower, but there's nothing systemic with it. There's no reason that we can't show improvement. And then the other thing is
penetration. Because as we have decided and desire to be in more vehicles and we increase the penetration, that too has an
impact on the conversions because we're penetrating today more vehicles that are less expensive and those conversions are
not quite as high as the other ones.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

In April you began a nationwide initiative to enroll a thousand Chevy dealers, GMC and Cadillac dealers where you're offering
a complimentary three-month trial of Sirius XM to used car buyers. Clearly the pool of Sirius XM-equipped cars will continue to
grow. How significant of an opportunity is this?

Mel Karmazin - Sirius XM Radio - CEQ

Yes. | can't underestimate the importance that the used cars and second owner and third owner are going to represent for us,
5o, as we have begun to get to the point where customers have gotten satellite radio in their vehicles and now they are selling
those vehicles and hopefully they are going to continue to be a subscriber when they buy a new one. Now the key for us to get
those vehicles that are now on the used car lots to get those people who are buying vehicle to subscribe,
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We also have the radio already in that dashboard, so our stock is there. 5o, if, in fact, we can come up with an efficient way to
do it, the numbers could be extraordinary,

There are going to be - in 2015, there'll be about 75 million vehicles on the road that will be equipped with satellite radio in
the dashboard. Obviously a good number of those are not subscribers. 5o if, when they find their way into the used car lot,
we're able to get a subscription by doing the same things with the used car dealers that we do with the OEMs, which Is let's
give them a trial, you'll buy a certified pre-owned or you'll buy a used car, it'll come with a trial. We'll get your name, address,
email.We'll then market it to you while you're in this three-month trial and convert a good percentage of those people.

The early numbers that we're seeing on conversion on used cars, are not as good as the conversion is on the new cars, but it is
surprisingly good as well and we're excited about it. | mean, we've not yet given and broken out on our metrics the number of
used cars, but it is growing very rapidly.|ts represents today a relatively small number, but every single year — if we are penetrating
in 60%-plus of the vehicles, at some point some years out, 580-65% of all of the vehicles that are in the used car dealers’ lots are
going to be equipped with satellite radio.

So not only will we be putting satellite radios into the new vehicles that are buying. Then there's this market where a large
number of them will be in a used car and that hasn't been available to us. And we look upon the used car market as being what
the equivalent was of the retail market. When satellite radio first started, there was really two ways of getting It. The number
one way was you went to Best Buy and you bought a radio and you put it in your car and then, as time went on, you bought a
new car and the car came with it.

Well, now, what we're seeing is that, when you get a new car, it's going to come with satellite radio and then you're going to
sell that car and somebody else is going to buy that car and we're going to get a subscription from them. 5o, long-term, we
think it's a really big deal and we're seeing it in our numbers today.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Maybe switching gears a little bit, but on aperating costs, do you think they've been fairly contained? At the same time, the
programming officer said that it could only be richer. 5o, is the slow growth question sustainable?

Mel Karmazin - Sirius XM Radio - CEQ

Yes, | think that what we've said is that the merger has enabled us to take a great deal of costs out of the Company, right. So
that, if you think about how satellite radio was prior to the merger and you now think about what has happened as a result of
the merger, we have saved a tremendous amount on costs,

Specifically, in the programming area, that has been a very important part of where our focus was in driving down costs, while
we are not in any way, shape. or form taking away from our innovation in the programming side. What we've said is that like
programming costs, if you take our lineup of content today, that cost of doing that content will go down and if you take itasa
percentage of revenue, it will even go down greater.

Soour peers in the cable and satellite television area are seeing a phenomenon that's very different than ours. Their programming
costs are in fact going up. It's going up as a higher percentage of their revenue. Ours, the programming costs are going down
and that it's going to be a lower percentage of our revenue. And deals are continuing to come up.

Soit's not like we got everything, because when we did the merger there were many five-year deals in place. 5o,as an example,
our agreement with NASCAR comes up at the end of this year and we're engaged in a discussion, because we think NASCAR
content is very desirable and we're engaged in a discussion with NASCAR about a new agreement,
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In a few years, the major league baseball contract will come up for the first time. Again, we think major league baseball is great
content and we would look forward to doing a marketplace deal when that deal is up and that marketplace is very different
than the marketplace was when the original deal was done,

Sa, | mean, our model, Jessica, is real clear. Just even with the 2012 guidance that we gave, our revenue's going to go up 10%.
Our EBITDA is going to go up 2085. That means our margin is going to grow even faster and our free cash flow is going to grow
and that's going to continue with the help of these programming cost savings.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

On the EBITDA margin, as they were approximately 25%, which is up 300 basis points year-over-year and in the past you've
stated that you believe that you could take margins up ta the 40% range. What timeframe do you think that's achievable?

Mel Karmazin - Sirius XM Radio - CEO

S0 we haven't given guidance beyond next year, but certainly we have modeled it as to what our future looks like and again,
it's very early for us to be talking about 2012 and we are talking about 2012 at a time when everyone is concerned about the
economy. 5o the one thing that we will not do is get ahead of ourselves.

You know investors just are so unforgiving on missing a number, so that we are being guardedly cautious in talking about it,
but,in this conservative viewpoint that we have today, our margin is improving again next year because revenue is rolling mare
than expenses and therefore, we'll continue to see margin improvement. But, clearly, within the timeframe of our modeling
and our providing long-term plans for internal operation and our board, we see these operating margins getting to 408 and
that's not shocking.

| mean, if you believe that revenues are going to continue to grow because of the business model we have and yet we're ahle
to control our expenses, we get this rate margin improvement.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Anafyst

Okay, you've just announced a 75% expected increase in free cash flow for next year. You ended the second qguarter with net
debt to EBITDA at around — or net leverage at around 3.7 times and by year-end you should be able to say roughly 3.0 times.
Are you comfortable with 3.0 times leverage? Is that your target leverage and at what point do you show returning capital to
shareholders?

Mel Karmazin - Sirius XM Radio - CEQ

So, yes, at this point -- 've always believed, in my past lives as well, that leverage is a good thing for our shareholders and that
you certainly want to be prudent and we're still very comfartable with the fundamentals of our business, And sort of the — |
mean, not being in the advertising business primarily, being in a subscription business primarily, about the relative predictability
of our free cash flow and EBITDA, And we know that for the next five years we won't be spending very much money on satellites,
because that's cycle would have been done.

So,we feel 3.0 times is a good level. We've had discussions with our board, We've had discussions with our board about the fact
that using these numbers that are out there - we have a little bit over $500 million of cash on our balance sheet - assumes we
take this free cash flow that we're going to have for next year. And you can see here where we'll have - by the end of the year
we'll have over $1.0 billion of cash on our balance sheet.
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That, if we can find some better use for the free cash flow than to return capital, | think that would be our priority, but if not, |
think that we should be in a position of our board seriously considering how do we return capital to our shareholders. But again,
our primary interest in growing the business, because we are a growth company. We have a lot of years of growth ahead of us,
50 it's not like the only way we can grow our business is to shrink our share count.

We can grow our business in many, many ways, but we don't see any real advantage of us being an investment-grade company.
| mean, we know we can easily - if you run out the numbers, you could see how we could be debt free; if in fact that was our
interest.| don't see any reason for this company to be an investment grade company. | don't know what the advantages are for
s,

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

So there seems to be ample capital for investment in your existing business, possibly returning capital to shareholders, but if
you were to do acquisitions to grow further or grow faster, can you talk about what types of acquisitions that would interest
you?

Mel Karmazin - Sirius XM Radio - CEO

Sure, I'd love to do an acquisition, right. | mean, the idea is that if there was an acquisition out there that was in our core
competency, it was strategically logical, it was samething that would generate accretively free cash flow, we would like to do
that. So, I'm better at telling you what it wouldn't be than | am in telling you what it would be,

We're looking at opportunities all the time. You know? | mean, it's amazing the difference that three years makes, but a week
doesn't go by that some banker is not up in our office talking to us about, "Gee, have you thought of buying X." And we are very
disciplined. The money is not burning a hole in our pockets. We have no great desire to make an acquisition. We know we have
a great business model| is working. We don't want to screw it up and we're not gaing to make a bad acquisition.

If you think about what has hurt companies, making bad acquisitions sometimes has hurt companies. We have no interest in
daing that, but again, first use of the free cash flow is that if we found something that was in our core competency, strategic
and accretive, we'd love to do that and if not, returning -- shrinking our share base.

This Company got started by not being able to get bank financing when it was in the beginning stages, 5o every single time
that it needed to launch a satellite, or every time it needed to sign a content deal, what they would do is it couldn’t get the
banks to lend the money, so they would go out into the shareholders and have the shareholders raise the money. So the ability
today of us shrinking the number of shares outstanding would be a very good thing for us to do.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Dr. Malone recently expressed some frustration regarding the stock's valuation and short of better performance, do you think
about the possibility of taking Sirius private? Given the financial risks inherent in losing NRLs posed by a Liberty takeover, what
are the strategic positives and negatives of becoming a majority-owned member of the Liberty portfolio?

Mel Karmazin - Sirius XM Radio - CEOQ
Right. Wait, Dr. Malone was unhappy with the stock performance?
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Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

| think he said he expressed frustration,

Mel Karmazin - Sirius XM Radio - CEQ

| can't imagine — so,| think that Liberty —.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst
| mean it's been a great stock. | said that in the beginning, but {inaudible - multiple speakers) —.

Mel Karmazin - Sirius XM Radio - CEQ

Yes, no. Mo, I'm not selling, | mean, no.| mean, my conversations with the doctor has been that he's - they've made about 55.0
billion since they made their investment, which was, as he claimed, one of his best deals that he has ever made. And | have --
but | will call him after this meeting and find out exactly —,

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Well, since he's not here to (inaudible - multiple speakers) little trial going on somewhere.

Mel Karmazin - 5irius XM Radio - CEQ

Yes, exactly, 5o -

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

But so let's take out the beginning of that then. Maybe | prefaced it incorrectly, but in any case, let's talk about the - can you
talk about the positives and negatives as possibly becoming part of Liberty?

Mel Karmazin - 5irfus XM Racia - CEQ

5o Liberty has been a great partner. The investment they made has been a very good one for them and it certainly enabled us
to clear up what was a balance sheet issue, not a Company issue, at a time when the market was not lending us money.

You'll recall at the time that Liberty came in was when Warren Buffett was lending Goldman 5achs money at 10% and lending
GE money at 10% plus warrants. So how does a company like Sirius XM that had no free cash flow then get money? So what
Liberty did for us was terrific and it turned out to be really good for them.

There really hasn't been any strategic advantage of Liberty providing us.John is on the board, along with Greg Maffei and Dave
Flowers are on the board, so strategically they've been very helpful as board members. They're very smart people, but | think
all | can do is reiterate the things that Liberty has said publically to us and one is they love the Company. That's why they became
invalved and at some point they could decide that they want to own mare,
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The other thing that Liberty could decide is to do nothing. It's been a good investment and they can stay exactly where they
are. Another option is— and ifyou look at what they did with DirecTV at ane point is that they said "Well, gee, this has no strategic
reason that we need to own it Why don't we think about splitting it off to the shareholders?

So | think that they have all of those options available and when he's finished with that trial teday, you can call him and find
aut from him what he wants to do, but he hasn't told me anything about what they want to do.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Okay.Churn dipped below 2.0% and appears to be heading lower.What is it about your self-pay customer base that makes you
optimistic about the stability of the churn number? Do you think/perceive being able to drive it below 1.5% and maybe a
comment on what your expectations are going into a price increase?

Mel Karmazin - Sirius XM Radio - CEO

Yes. 50,1 mean, one of the things that really has enabled us to have the churn, which we think is in this very, very acceptable
area - an acceptable area 1.7% to 2.0% is where we sort of are hanging out - Is that people love our content, People love our
service, We have a great product and again, the price increase is something that we are doing because we've added so much
content since the last time that it's the appropriate thing to do. But -- and again, we think that our subscribers feel that they're
getting great value,

So | don't think that you should think about our churn. | just don't model it getting below 1.7%, so | think that that is sort of
where we think it Is the range and getting to about 2.0%. We have a tremendous amount of competition. People are talking
about all of this internet competition and if you think about it and you think about the companies that have come along over
the last over the last number of years and are here today, the fact that we are still adding net ads more than we have been of
recent year is to me indicative of our product.

So we continue to offer new content. We continue to try to improve our customer service to make them want to continue to
be with us, not being in any way abusive on the pricing increases. You know there were people who came to us and said, "Gee,
why don't you be more aggressive in your price increase than you are currently doing at $§14.497" And our thinking, again, is
that we compete with free.

| mean, if you think about the way people get audio entertainment, whether it be in terrestrial radio, whether it be in Internet
radio, for the mast part it's free and yet today, in spite of having all this content available for free, over 21 million people decided
that they want to continue to have satellite radio. 5o we are monitoring it. We're always concerned,

Anytime anybody's in a subscription business — | haven't been in subscription business most of my career. | had a little bit of
subscription business at Showtime when | was involved with that. Most of the time it's been advertising. But now that I'm
invalved in the subscription business, the one thing that's the most important thing that we look at -- and we get a report on
it daily on the number of DX,

We get a report every single day on the number of people who are de-acting and why they are de-acting and a lot of the de-acts
that we're getting are unrelated to us. It's their credit card, the economy that they're experiencing with. And we believe that
the research that we do, customers love our service, There's no waning of that in spite of increased competition, We're still out
there as somebody that's offering this great content, so, but churn is a big deal.
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Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

I'm going to ask one more question before we open it up to Q&A. Stocks declined to the mid-50s and you recently said that the
decline is being driven by the OEMs. Can you just drill down into the cost reductions that are driving these efficiencies?

Mel Karmazin - Sirius XM Radio - CEQ

Yes. | mean, as we get to more advanced chip sets and as we are able to take costs out and as we are able to merge the two
companies together and to have the benefits of all that, we think that we've gone — I think that when | first came to the Company,
| joined the Company in November of 2004 and our SAC was about 52001t was where the SAC was, but we've made dramatic
improvements,

We have worked very hard on taking costs out and we don't see the 556 going down very significantly going forward, but that
business madel enables us, at this kind of SAC, to be able to get to margins like we talked about the opportunity of us getting
ta, long-term, about 40%.

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Let's open it up if there any questions from the audience.

QUESTIONS AND ANSWERS
Unidentified Audience Member

When you look at the mix of vehicles that are converting at high rates, what's your penetration on those vehicles? | mean, you
mentioned that lapanese vehicles you'd like to get better, but do think your targeted market in those vehicles -7

Mel Karmazin - Sirius XM Radio - CEO

S0 you should assume that when we believe vehicles will convert very high, we are looking to be standard, right, so that if in
fact we were to take a look at some of the luxury brands that are out there, we're in every single one of them. So there are
vehicles that are 100% includes — penetrated.

Then there others where the trim line is higher, 5o, in other words, you get to a lower price but you're in those with the radio
where they have the extensive package and if you want it fully loaded, we see our conversion rate better there, 50 we try to
penetrate more inta the highest converting. We then take a look at some of the lower converting vehicles and think that maybe
we should adjust our penetration maybe to be on the high end,

There are same vehicles where they have an Am/FM radio and that's it. | mean, we don’t - there are vehicles where they still
have the cranks to turn down the windows and we're nat experiencing that the satellite radio customer is apt to be buying that
car, 5o therefore we shouldn't be penetrating them as highly as we are some of the luxury brands,

Unidentified Audience Member

Are you in every vehicle you want to be in, in high end?
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Mel Karmazin - 5irfus XM Racia - CEQ

Yes, | will tell you that our autemaobile partners want to sell cars, They know that they could sell a car because of the fact that
we make the driving experience better, And many of them have financial benefits, revenue share, as to why they would, but
we are in — we have deals in every single car company. We are, if not today, where we want to be, working with those OEMs to
be in those vehicles, penetrated at the right level and our relationship with the OEMs has been extraordinary,

Unidentified Audience Member

| know you've expressed the idea before that if Liberty took over they should pay some control premium. 15 buying your stock
back in conflict with that idea?

Mel Karmazin - Sirius XM Radio - CEQ

Na.! think the idea is that one of the sensitivities that we would have to deal with, Denny, and we haven't gotten that far. Again,
our board, the decision to buy our stock back, or to a dividend, or not do anything would be made at the board level. But we
have no plans to ever think about shrinking our bloat so that Liberty would be able to get, have more control than they do
today and 40% is where Liberty is today.

Sothe idea wouldn't be that we would buy back shares and then therefore Liberty would then get accretive and therefore have
a higher percentage of the Company. That's not something that we think is in our shareholders' best interest and that's something
that we would balance if the decision was made to do that.

Unidentified Audience Member

You haven't really discussed sat radio 2.0 today. It seems |ike most of those benefits would accrue to the new car buyers, but is
there any program to address the existing units that are out there?

Mel Karmazin - 5irfus XM Racia - CEQ

So, thank you for asking the question about 2.0, because this format was more being responsive to the question, 5o yes. We're
very excited about 2.0.We will have two radios out retail in the fourth quarter; it's the holiday season. That we will also be using
IT to extend our offering and to add functionality, which we have talked about.

We have a suite - one of the easy things to explain is what we're doing in the Spanish language. 50, if you take the Los Angeles
market, which is one of the biggest radic markets for Hispanics, and you take a look at the landscape of radio stations in Los
Angeles, well, today we offer three radio stations. So, going forward, if you paid 514.49 and we didn't use 2.0, you'd be getting
thee Spanish language radio stations.

Going forward, starting this year, the end of this year, we're going to have more radio stations than exist in Los Angeles and
therefore and special radio stations. 5o all the music stations that we're going to have in Hispanic aren't going to have commercials
and we're gaoing to offer content that's caming from Mexico that will be an enhancement, so we think that offering more content
is one thing,

Having pause and rewind functionality, being able to start over - one of the easy things to think about is you get into your car,
you put on a station, you hear a song that you don't llke and you push the button and you go to one of your other Sirius XM
stations that you like, but that song would be in the middle and you'd miss the beginning.

11
THOMSON REUTERS STREETEVENTS | www.sireetevents.com | Contact Us

S
aga®

THOMSON REUTERS

w
2011 Thomeon Houters. AR rights mserved. Hepublication or nedsinbution of Thomson Heuters contant, incliding By _ee
framing or similsr means, is prohibiod wEhout B prior wrinen conseant of Thomson Rewters. “Thomson Reubters” ind 1ha e
Thomson Feulses lgo an mgsbamd mdemearis of Thomson Routers end 15 nfflined companies



FINAL TRANSCRIPT
5ep.14.2017/ 5:30PM, 5IR1 - Sirius XM Radio Inc at Bank of America Merrill Lynch Media, Communications & Entertainment Conference

Wall, starting over and being able to hear it from the beginning having on demand, which is where we will evolve into. 50
Martha Stewart has done a show on making cupcakes and you're interested in that show. You're not necessarily only interested
in what's on today. You'd be able to order up and just get the cupcake show. You'll be able to get content like Howard Stern
content.

50, we think, just like the cable and satellite TV companies have improved their churn, improved their ARPU by adding more
functionality, by adding maore sticky things, by getting, giving them more channels, that's our vision. It's the same thing that
was done in video. There's no reason that we can't do that on the audio entertainment side,

Jessica Reif Cohen - Bank of America, Merrill Lynch Media & Communications - Analyst

Great. | think that we're out of time. Thank you so much for breaking news at this conference and really appreciate it.

Mel Karmazin - Sirius XM Radio - CEO
Thank you,
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MANAGEMENT DISCUSSION SECTION
Operator

Good morning, and welcome to the Sirius XM Radio's Full-year and Fourth Quarter 2010 Earnings Conference Call.
Today's conference is being recorded. A question-and-answer session will be conducted following the presentation.
[Operator Instructions)|

At this time, I would like to turn the call over to William Prip, Senior Vice President, Treasurer and Investor Relations.
Mr. Prip, please go ahead.

William Prip, Director, Investor Relations

Thank you, Nicky, and good morning, everyone. Welcome to Sirius XM Radio's earnings conference call. Today, Mel
Karmazin, our CEO will be joined by David Frear, our EVP and CFO. They will review Sirius XM's full year 2010
tinancial results. At the conclusion of our prepared remarks, management will be glad to take your questions. Jim
Meyer, President Operations, Sales and Scott Greenstein, President, Chief Content Officer will also be available for the
Q&A portion of the call.

First, I would like to remind everyone that certain statements made during the call might be forward-looking statements
as the term is defined in the Private Securities Litigation Reform Act of 1995. These and all forward-looking statements
are based on management's current beliefs and expectations and necessarily depend upon assumptions, data or methods
that may be incorrect or imprecise. Such forward-looking statements are subject to risks and uncertainties that could
cause actual results to differ materially. For more information about those risks and uncertainties, please view Sirius
XM's SEC filings. We advisc listeners to not rely unduly on forward-looking statcments and disclaim any intent or
obligation to update them.

As we begin, | would like to advise our listeners that today's results will include discussions about both actual results
and adjusted results. All discussions of adjusted operating results exclude the effects of stock-based compensation and
certain purchasc price and timing adjustments.
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I will now hand the call over to Mel Karmazin.

Mel Karmazin, Chief Executive Officer

Thanks, Will, and good morning, everyone. 2010 was a remarkable year for satellite radio. If there were any doubts
about the viability of SiriusXM. our 2010 results put those doubts to rest. Today, we have a respected brand that is
coveted as a must-have product for discerning American consumers.

In addition, the business community at large cannot ignore the strong economic drivers inherent in our unique business
model. Technology changes have transformed the media landscape over the past 10 years creating winners and losers
along the way. I'm proud to say that we arc clearly in the first camp. We are no longer a long-shot concept and
company. I believe we are increasingly viewed as a sure thing.

Let me quickly review the company's important financial results in 2010. Revenue grew by over 14% to $2.82 billion, a
record for the company. At the same time, we managed our expenses aggressively allowing only a 7% increase in cash
operating expenses. Most of the expense increases were revenue-related or related to our growth in subscribers.
Consequently, adjusted EBITDA grew by over 35% to $626 million, which was another record for the company.

After only two years of positive adjusted EBITDA, our margin was 22%. We anticipate significant margin expansion in
the years ahead with an operating margin over 40% at maturity. As those investors who have known me for a long time
appreciate, the most important measure of a business's success to me is free cash tlow. It's free cash flow that enables
you to pay down debt, make acquisitions or return capital to shareholders. In that regard, we generated $210 million of
free cash flow in 2010. That's despite launching a satellite last year and paying for a great deal of the construction of
another satellite that will launch later this year. Free cash flow was also a record amount for the company.

That's two consecutive years of strong free cash flow generation; $185 million in 2009 and the $210 million in 2010.
What a difference from the over a half billion of negative free cash flow in 2008. And free cash flow over the next
several years should ramp dramatically given that we will not be spending any cash on satellite capital expenditures
following this year's launch of STRTUS 6 nor will we be a meaningful income tax payer.

Importantly, our operational metrics in 2010 were as gratifying as our financial results. Subscriber net additions were
1.4 million strong in 2010 representing a year-over-year growth rate of nearly 8%. That's pretty impressive growth for a
business that had already scaled to be one of the largest subscriber businesses in this country by the end of 2009. We
ended the year with 20.2 million subs, which was another record for SiriusXM.

In addition to the strong gross adds, principally a result of improved auto sales, I'm proud to say that this growth in our
subscriber base was also the result of improvement in our subscriber metrics verse 2009 levels. The rate at which we
converted consumers on trials to self-pay subscribers grew from 45.4% to 46.2%, while we also reduced our self-pay
churn from 2.0% to 1.9%.

The fact that we grew our self-pay base by nearly 1 million subscribers is an astonishing achievement. Six times as
many new customers chose to pay for our service in 2010 than in 2009, This clearly demonstrates that consumers love
SiriusXM, given their willingness to pay for our service when they have plenty of free andio entertainment alternatives
available to them.

Content is what matters. It was great news for our subscribers and our shareholders that we were able to extend Howard
Stern's contract and also the NFL until 2015, We will continue to deliver to subscribers the best content in radio. We
also anticipate that our programming costs will continue to decline in absolute dollars and also as a percentage of
revenue. Also very importantly, Howard and the NFL are available on smartphones with the SiriusXM App and that
will also please subscribers. As smartphones continue to emerge, SiriusXM will be a content leader there as well.

From whatever perspective you look at SiriusXM today, as a consumer, a lender or as a shareholder, the company is
respected and offers a unique value proposition. To the consumer, we offer a tremendous array of diverse audio content
at a modest cost. What else is available to the American consumer that provides a comparable level of daily satistaction
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at a cost of less than $0.50 a day?

To our lenders, our performance over the past quarters has provided a steadily improving credit profile that has
rewarded them with a very good return on the risks they've taken when deciding to lend to us. Our debt investors today
view us as a significantly better credit risk than they did in the recent past, and we expect that our continued growth
will provide us even better borrowing rates in the future.

From our sharcholders' perspective, we enjoy a premium valuation verse most of our competitors in the media space.
Clearly, the equity market now better appreciates the strength of our business model, particularly the expected free cash
flow generation characteristics of the company in the coming years. Luckily for our shareholders, T believe we have the
assets, financial flexibility and the business savvy to satisfy the growth expectations inherent in our valuation today. I
expect that we will continue to dominate paid audio entertainment in the years ahead.

So let's talk about the future, both near term and longer. As is usual for us, we are cautious starting the year, but I'm
happy to announce today that we are providing guidance for 2011 that keeps us on a growth trajectory that is similar to
the growth that we experienced last year. We expect to generate approximately $3 billion in revenue and $715 million
in adjusted EBITDA.

We also expect free cash flow to approach $300 million this year. Operationally, we are forecasting to add another 1.4
million net subscribers by the end of the year and to experience full vear conversion and self-pay churn rates similar to
the strong levels we enjoyed in 2010.

Our entire organization is working tirelessly to introduce SiriusXM 2.0 into the marketplace through the retail segment
in 201 1. I'm really excited about the evolution in our service. As I mentioned earlier, SiriusXM 2.0 promises increased
content and functionality to our subscribers. We're expecting to expand our audio content lineup by a significant
number of channels. That should make our already-robust content offering even better. You should expect us to offer
additional data service over time as well.

We're also planning some exciting improvements in functionality. An electronic program guide will be available that
lets you know what's on all of our channels. Our subscribers will be able to buy music from their radio. We'll also
include pause, resume and replay as well as record and playback capabilities. We believe these improvements will
cnhance the customer experience and make our service that much more differentiated and superior to the alternatives
out there and, therefore, that much more indispensable to our subscribers.

We'll also look to enhance the value of being a SiriusXM subscriber in other ways. We received very positive feedback
about the Paul McCartney concert we presented last December that celebrated Sirius XM achieving over 20 million
subscribers. You should expect that we will be doing more of these events in 2011 as well.

Our prioritics for 2011 are to end the year reporting record revenue, record subs, record EBITDA and, most
importantly, free cash flow.

The theme running through everything I just mentioned is simple. We know we have a great service that people want.
We want to consumers to crave SiriusXM even more and establish an enduring loyalty to our brand. To accomplish
this, we plan to continually invest in new services, functionality and especially programming that continually enhances
the value proposition and encourages consumers to not hesitate at each opportunity to become a self-pay subscriber.
We want to become a no-brainer when American consumers are deciding how to allocate their precious houschold
budgets.

I believe this commitment to serving the wants and needs of our subscribers and having the financial wherewithal to
meet that commitment will translate into sustaining growth and strong and consistent improving financial results, which
we hope will further translate to incremental shareholder and value creation.

From my perspective, the long-term investment thesis is actually pretty straightforward. We intend to offer service to
consumers that they will want for a long time. The opportunity for acquiring new customers is growing, both through
additional improvements in the auto sector as well as the used car opportunity we've spoken about. The combination of
these two factors should allow us to gencrate steady top-line growth over the next several years.
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Then slap that expectation against the strong operational leverage characteristics of this business, and we should be a
significant free cash flow generator over the next several years. Growing EBITDA, no satellite CapEx, reduced interest
payments and no meaningful income taxes will contribute to our dramatic free cash flow growth.

So the obvious question that ariscs from this is what will we do with the cash that we accumulate over time? There arc
only three things a company can do with a significant amount of excess cash; pay down debt. buy assets to grow the
business or retumn capital to the sharcholders. Our Board of Directors will consider all the alternatives and make the
decision that is in the best interest of our sharcholders. Long term, we expect to maintain some debt leverage at
SiriusXM. As a subscription- based business, we can probably tolerate a significant amount of leverage, but just
assume we keep leverage at a modest level like three times adjusted EBITDA.

In that casc. we clearly would not be diverting much of the futurce cash gencration toward reducing debt. In fact, we
might more likely increase gross indebtedness over time as we continue to grow the business.

So will we buy assets with our excess cash? Perhaps, but we haven't seen anything yet that's worthy of any meaningful
investment or acquisition. Then will we return capital to sharcholders? Although I certainly can't quantify the amount
or the timing for this, I think it is reasonable to expect that the company will return capital to sharcholders over time.

Obviously, this perspective can change if we modificed the financial policy around leverage I just mentioned or if we
find some new technology or a company to buy that we believe provides a long-term strategic advantage for our
shareholders. So stay tuned on this front as we expect to be near our target leverage ratio in the not-too-distant future.

Without everyone at the company focused exclusively on profitable growth, we will not be able to deliver the free cash
flow growth that we and our sharcholders want and expect. In that regard, I am contident that we have the focus at the
board level, among the leadership and deep within the organization. Our employees are encouraged to think continually
about growing the top linc, managing cost and delivering cconomic profits.

We do this by continually improving programming, investing in technology, whether customer-facing or deployed
internally, to make us more efficient and enhancing the customer experience in all ways including the customer care
process. We're focused in this way because we understand and appreciate the power of competition. We live with
intcnsc compctition since the first day we began broadcasting, and cvery paying customer we've acquired over the
years came aboard because we've offered something different and better then the alternatives out there. But like most
arcas of modern life, alternatives to the consumers are ever-increasing, and we're up for the challenge.

The media business has always been highly competitive, and things will continue to evolve in the years to come. There
will be winners and losers as the media landscape changes over time, and | am confident that SiriusXM will again be in
the winner's circle.

For any company to succeed in a changing environment, it needs to stay relevant and I think strategically, not only
about what consumers want today, but what they will want in the future. Change is always accompanied by
opportunities and challenges. We're ready to keep grabbing those opportunities as they arise. I believe the best days for
SiriusXM are yet to come. We fully expect to hit it out of the park in 2011,

With that, Il hand the call over to David to discuss additional details about our 2010 financial and operating results.

David J. Frear, Executive Vice President, Chief Financial and Accounting
Officer

Thanks, Mel. SiriusXM turned in a much better year than expected in the face of the slow improvement in the
economy. While North American auto sales were up 10% from 2009 at 11.6 million units, they were still down 12%
from 2008 and 28% from 2007's 16.1 billion vehicle pace. While the economy has improved, unemployment remains
high. job creation is low. housing values haven't improved much and consumer credit remains scarce.
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Nevertheless, in a clear demonstration of the strength of our subscriber-based business model. SiriusXM delivered
record results solidly beating guidance we raised three times in the course of the vear, finishing at 20.2 million subs,
over $2.8 billion in revenue, $626 million in EBITDA and $210 million in free cash flow. In delivering over 1.4 million
net adds in 2010, our self-pay subscriber base grew by approximately 1 million to 16.7 million subscribers, and the
funnel of paid and unpaid trials ready for conversion grew by 700,000, finishing the year at 4.3 million.

While gross additions expanded by 25% over 2009, total deactivation declined. Self-pay churn improved by |1 basis
points, finishing the year at 1.92%, and the conversion rate of auto trials improved to 46.2%. With the slow-but-steady
economic recovery and improving marketing practices, we are seeing improvements in conversion rates across virtually
all auto manufacturers. The effect of these improvements on our overall conversion rate is somewhat muted by shifts in
market sharc among the auto manufacturcrs as lower converting brands pick up in North Amcrican auto salcs.

Revenues were up 14% at $2.8 billion. ARPU of $11.73 per month was up 7% for the vear. The last three quarters for
ARPU were roughly flat at $11.80. In December, we adjusted the U.S. music recovery fee down to $1.40 from $1.98
for primary subscriptions, while leaving the multi-subscriber U.S. music recovery fee unchanged at $0.97. Under the
terms of the FCC merger order, we are allowed to pass on to our subscribers any increases in royalty costs incurred
since March 2007. The adjustment in December was implemented to ensure that we do not recover more than what is
allowed under the merger order.

Ad sales were up 25% over 2009 as we continued to outperformed both the radio market and the national ad market.
Since 2008, EBITDA has improved by $760 million. Revenues are up $400 million over that two-year period and cash
operating expenses are down by $360 million. The principal drivers of the expense reductions are sales and marketing
costs down $120 million, programming and content down nearly $100 million and SAC is down $80 million on a 20%
improvement in SAC per gross add.

We continued to grow revenue faster than expenses. Our EBITDA margin expanded to 22.1% for the year and to
38.1% on a pre-SAC basis. Contribution margin rose to 71.2% for the year. The 1-point, 2-point increase in
contribution margin oftset a similar rise in SAC as a percentage of revenue, which was driven by the 25% increase in
gross additions in the year. Fixed cost improvements drove the nearly 4-point improvement in EBITDA margin.

This incredible performance in the income statement has dropped straight through to free cash flow, which has also
improved by about $760 million since 2008. Our free cash flow for 2010 improved to $210 million significantly above
our $150 million guidance, despite an increase of 63 million in capital expenditures.

We successfully placed XM-5 in orbit in the fourth quarter of 2010. XM-5 will serve as an in-orbit spare for both the
Sirius and XM fleet protecting our customers and our revenues from a degradation of service in the event of a satellite
anomaly. In the fourth quarter of 2011, we will complete our satellite replacement cycle with the launch of SIRIUS 6.

We expect our satellite capital expenditures to decline by approximately $90 million in 2011 and by another $100
million in 2012. We do not expect begin construction of another satellite before late 2016 or 2017. As a result of the
successful launch of XM-3, we no longer believe SIRIUS 4, which we've kept as a ground spare, will be used in our
satellite operations. As a result, we have a recorded a $36 million charge to restructuring impairments and related costs
in the quarter to write off the remaining book value of this satellite.

In October, we issued $700 million of 7.625% unsecured notes due 2018, the proceeds of which were used to retire the
11.25% senior secured notes due 2013. We recorded a charge of $85 million in the fourth quarter in connection with
the retirement of the 11.25%.

This issue followed our successful $800 million placement of 8.75% unsecured notes due 2015 in March of 2010, the
proceeds of which were used to retire secured debt due in 2012 and our 9.625% notes due in 2013. Over the course of
2010, we issued $1.5 billion of unsccured debt at very attractive single-digit coupons, retired sccured debt and pushed
out maturities by three to five years.

The improvements in EBITDA and free cash flow have also resulted in dramatically improved leverage in the balance
sheet. Our net debt to adjusted EBITDA has improved from 5.8 times at the end of 2009 to 4.2 times at the end of 2010.
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This improvement in leverage allowed us to merge the Sirius and XM entities in January 2011, simplifying our capital
structure and eliminating unnecessary administrative costs.

Since December, we have also bought back $131 million of debt including the remaining $37 million of the 11.25%
notes and $94 million of the 3.25% converts due in October 2011. We now have only $104 million of scheduled debt
maturitics between now and the middle of 2013.

As a final note, our two Canadian affiliates have reached an agreement to merge subject to sharcholder and regulatory
approval as well as certain other conditions. Canadian Satellite Radio. a public company traded on the Toronto Stock
Exchange under the symbol XSR, will issue approximately 58% of its equity to the shareholders of Sirius Canada in the
merger. CSR's shareholder meeting is on Thursday of this week, February 17th. The CRTC. the Canadian equivalent of
the FCC, has announced that it will hold a hearing on the merger on March 7th. The Competition Bureau, which is
Canada's equivalent of the Department of Justice, is also reviewing the transaction.

SiriusXM will own about 37% of the economic interest following the merger. This represents approximately 45.5
million XSR shares. As part of the merger, CSR will repay all amounts outstanding under the XM credit facility, and
Sirius Canada is expected to make a cash distribution to its equity holders. We expect the transaction to close in the
sccond quarter.

With that operator, I'd like to open it up for questions.

Q&A

Operator

Thank you. And at this time we'd like to open the call up for questions. [Operator Instructions]. And your first question
comes from Barton Crockett with Lazard Capital Markets. Please go ahead.

<Q - Barton Crockett>: Okay. great. Thank you for taking the question. I wanted to ask about the focus on returning
capital to sharcholders and get a little bit more, kind of, claboration on a couple of points. Onc is is it safc to assume
that your preference is going to be for share repurchase over dividend?

And then secondly, in order to buy back shares, could you talk about how the Liberty shareholdings play into your
evaluation? In other words, are you constrained in your ability to repurchase near term by the desire not to trip a change
in control for the NOLs given their 40% ownership? Is there a need to have some type of agreement with them to
proceed? Do you see their shareholdings potentially the source of shares that you had repurchased or is your preference
morc¢ to buy back from the publicly traded stock?

<A - David J. Frear, Executive Vice President, Chief Financial and Accounting Officer>: On the, NOL front,
Barton, that 382 is a tax code. We'll constrain or influence what we do for probably the next year or little bit more.
Under that section of the code, that you're always looking at a three-year window for a change in control and we clearly
wouldn't want to trip the change in control because that would limit or affect the way in which we utilize our NOLs.

But once we get to the sccond quarter of 2012, we're beyond the three vears sinee Liberty made their investment and
we start over again with respect to the 382 calculation. So I think that as it relates to tax issues that you should think
about this unconstrained starting in the second quarter of 2012,

<A - Mel Karmazin, Chief Executive Officer>: Yeah, so I think the date for Liberty is March of 2012 when that gets
triggered. And regarding what exactly we're going to do, obviously, that will be a board decision. We have already had
a discussion at the board level about what we should do with our free cash flow. No determination has been made.

Historically, I've always believed that a share buyback is a more tax-efficient way of returning capital to shareholders
as compared to a dividend. But clearly, that's not anything that has been determined. We certainly have not heard
anything specific from Liberty about their interest in having less ownership in the company. So certainly, from where
I'm sitting today, we're not thinking about using the free cash flow to buy in Liberty shares as much as we might be
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thinking about using it for our public float.

<Q - Barton Crockett>: Okay, that's great. And then switching gears a little bit, given that we're right year on the cusp
of Pandora's IPO filing, I was wondering if you could talk a little bit about your ability to include a Pandora-style
feature in satellite radio. There's been some discussions from various sources about patents. Is this a feature that — the
ability to select personalized music stream online. Is that something that vou could include within satellite radio? Is it
something that you think makes sense, is technologically feasible to do?

<A - Mel Karmazin, Chief Executive Officer>: Yeah, interesting. Certainly, without speaking to specifically to
Pandora, there's an awful lot of TP audio content that's out there, and virtually all of them have a music recommendation
engine or algorithms that enable you to, sort of, target a little bit more your channels. Most of those companies, today,
when you pick a channel that you want are limited by the number of plays that you can have from a single artist
because of the Digital Royalty Act.

So we think that our channels, curated channels, are something that's very desirable to the consumer. If you take a look
at our time spent listening, which we do, and we compare it to the time spent listening ot a lot of the 1P channels, we
see a greater satisfaction from our content. But having said that, certainly there is nothing that would preclude us from
doing what you said in an IP part of the distribution that we do to consumcrs.

So clearly if, in fact, it was something we believe that our subscribers would want, we would absolutely do that. We
think that there is an awful lot of people who like the Slacker, Pandora, Last.fm, iheart services because it's free. 1
mean, nothing is really free because the way they make their money is they make you listen to commercials, and lot of
that IP content, as they get and try to get more and more revenue, are going to be running more and more commercials.
And, again, we like our business model which is principally subscription-driven as compared to the model of where
you're offering a service for free and running commercials. That sounds an awful lot like terrestrial radio.

<Q - Barton Crockett>; Okay. that's great. I'll leave it there. Thank you.

Operator
And our next question will come from Vijay Javant with Citadcl Sccuritics. Pleasc go ahead.

<Q - Vijay Jayant>: Hi. thanks. Looking at your guidance, Mel, it suggests that really no ARPU growth in 2011,
based on your revenue expectations there, at least for the moment. Can you sort of talk about, long term, you never
really have had any rate increases on the platform and you've added a lot more content over the years. And the price
zap potentially. sort of, goes away, hopefully this year. Can you talk about long-term pricing in general, please?

<A - Mel Karmazin, Chief Executive Officer>: Ycah, certainly we belicve that our original price point of $12.95
when we started was attractive. We priced it that way because we wanted to grow our subscribers as rapidly as we
could. We believe that we would get more subscribers at $12.95 than we would at $16.95 or at a higher price, so that
was the determination then. Since the price was put in in 2002, we added a great deal of content; Howard Stern was
added, the NFL was added. We added NASCAR. So we believe that we offer great value to our subscribers.

We're constantly looking at ways of continuing our growth and not pricing ourselves at a point that would really
hamper our growth. But, I think, like all businesses, you should assume that the company is going to increase prices in
the future. You just need to do that to remain profitable and to continue to invest in content. We have not certainly
announced anything at this point in the way of increased prices, but the reality of it is that it's something that you
should expect will happen in the future.

<Q - Vijay Jayant>: Great. Thank you.

Operator

And our next question will come trom Mike Pace with JPMorgan. Please go ahead.
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<Q - Michael Pace>: Hi, thank you; just a follow-up from Barton's first question on the capital structure. Just to be
clear, was that three times leverage target or goal, do you think about that on a gross or net basis? And then if we fast
forward to when returning capital to shareholders, might be appropriate when we look at the balance sheet thing. You
still have a maturity profile where there's a fair amount of debt that comes due in 2013 through '15. Two questions on
that. Would vou feel the need to clear a longer runway before returning capital to sharcholders? And then what would
be kind of a goal if you had a blank piece of paper for the debt capital structure in terms of a more traditional secured,
unsecured debt capital structure to minimize interest cost? Thank you.

<A - Mel Karmarin, Chief Executive Officer>: So let me start and David could pipe in as well. What you have to
factor in is the extraordinary amount of free cash flow that the company's operations are generating. So in taking a look
at what our longer-term debt profile is. you really do need to factor in what we will be going into those years with in
cash on those balance sheets. And I believe that where we are today, certainly, we don't see any impediment to the debt
maturities not being able to easily being handled by our cash that we would have on hand.

When I take a look at it, it's not a perfect science and the three isn't a number that's written in concrete. But I tend to
take a look at it from a net-debt point of view. And again, T don't want to front run anything that the board is going to
do becausc this decision is obviously a board decision. But I think we all agree that having a leverage in our type of
business of somewhere around three is appropriate. We get there rather quickly. We believe in our business model. We
believe in the free cash flow generation that's going to enable us to very comfortably deal with the debt that's on the
balance sheet and, regarding debt in general. we believe that having a certain amount of leverage is appropriate.

We think shareholders benefit from having a certain amount of leverage; think that that unsecured debt is better for us,
particularly with where we are in our strength today and think that a capital structure that would have certain amount of
dcbt unsceured and cnabling us to usc all the cash that we have in excess of the leverage we think is appropriate, we
would use to buy back our stock or some other way of returning capital to shareholders.

<A - David J. Frear, Executive Vice President, Chief Financial and Accounting Officer>: That, you know I think I
Jjust want to reemphasize the point that Mel made in there that we believe that we will very comfortably cover our 2013
to 'S maturities out of the cash flow of the business. We think that'll give us an opportunity to potentially do new
financings out in that timeframe to keep the debt. let's say, at, sort of, the $3 billion level that it's at now that we'll be
able to enter into new financing arrangements that significantly improve pricing from what's on the balance sheet
today.

With respect to secured versus unsecured is you look at the difference in execution in the marketplace and what you
can get in rates, right now, there's not enough of a benefit in the rate reduction to merit giving up the security. Clearly,
if that changes and the gap widens between secured and unsecured, that's certainly a tool we can use.

<Q - Michael Pace>: Great. Thank you.

Operator

Thank you. And our next question will come from David Gober with Morgan Stanley. Pleasc go ahcad.

<Q - David Gober>: Good morning, guys. Thanks for taking my questions; one on the top line and one on the cost
structure. In terms of the subscriber guidance, it seemed a little bit conservative, and I know you guys have been
conservative in the past. I mean, particularly last year the initial guidance I think was 500,000 sub adds. So clearly there
could be upside. But just curious in terms of the inputs there, what you guys are assuming in terms of SAR and how do
we think about — T know you guys have mentioned that auto trends should be better and conversion rates and churn
should be relatively stable. But I would think that at the end of the day that should result in a higher net add number
rather than a flat one. I'm just curious if there's anything I'm missing there in terms of the math?

<A - Mel Karmazin, Chief Executive Officer>: Yeah, you're not missing anything at all. T think it just is really us
going in and not really knowing enough about how many cars are going to be sold. We track all of the organizations
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that provide guidance on SAR including our partners who all do it. And today, they seem to be inching up. Every single
day, I get a revised SAR number.

Steve Rattner was on CNBC this morning talking about how he believes that the number will be over 13 in this year
and 14 in 2014. Now he is the car czar, ex-car czar, so he might know something about it. But we certainly are thinking
of'a SAR number that is around the mean number today, which is about 12.5 million and that's where the numbers
seem to fall.

You should assume that if, in fact, the car sales are greater than that, then our subscriber numbers will grow: that there's
nothing we're signaling at all. All we're doing is saying it's early in the year, We don't know exactly what's going to
happen on the car level. We still think that the number is around 15 million, which is the replacement number of cars
that should be sold to just replace the cars on the road.

So we believe that there is upside. not just in 2011, but in subsequent years in so far as car sales go. And our
penctration level has been cking up a little bit actually. So we're in the low 60%, and we don't see that changing. So
higher car sales, higher penetration, good conversion would get us to a different subscriber number, but we don't have
the confidence today to give you that number.

<Q - David Gober>: Great. And I guess just on the cost side, a couple of little ones. G&A looked like it ticked up a
little bit in the fourth quarter. I was curious if there's anything, one-time, or anything kind of interesting going on there.
And in terms of customer care costs, I think, Mel, you'd mentioned investing and making sure that the consumer
experience was good as possible. But it seemed like there was a little bit of tick up there in the fourth quarter as well?
Just curious if there's anything that was going on there?

<A - Mel Karmazin, Chief Executive Officer>: So let me just deal with the customer care point, and David will do
the rest. We have been investing significantly in trying to improve that customer care experience. We think that it's real
important. Churn is a big priority for our company and a big focus point. We spent a good amount of money last year
on IT that enables us to improve that customer care experience. We've introduced a new unified Web site that has a soft
launch going on right now that has a lot more customer care features as part of it to be enable us to not just long-term
improved cost, but more importantly, improve the customer care experience.

And let me just turn it over to David to answer the...

<A - David J. Frear, Executive Vice President, Chief Financial and Accounting Officer>: Okay. So just to finish
up on customer care, in the quarter we have two things; one unusual and one kind of recurring that came up. Christmas
is always 4 little bit of extra staffing in customer care. We still do a good amount of volume around Christmas time. We
also have a lot of renewals that come through the holiday season, and so there's a seasonal ramp-up in staffing and
training in the fourth quarter.

We also, in early November, put both platforms of subscribers onto the same system, so integration of our subscriber
management system. And so in the quarter. we had a reasonably significant amount of training that went on to ensure
that agents were familiar with the platform in. Any time vou integrate a big subscriber system like that, you're also
going to have edge cases where you're going to drive more calls from customers into the call center.

On the G&A front, you should really think of it as litigation spending, that we've got —as we've disclosed before, we've
2ot some suits out there that we are actively pursuing and we're hopeful of resolving those in course of this year and
seeing G&A come back down.

<@ - David Gober>: Great. Thank you very much, guys.

Operator

Thank you. And our next question will come from Vijay Singh with Janco Partners, please go-ahead.

523% . o
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<Q - Vijay Singh>: Yeah. I just have a question on the XM 2.0. [ just wanted to see what, with the increased
bandwidth, what kind of demographics you'll be targeting and what kind ot new programming would be coming on or
just to get a direction as to if there is an experimental opportunity for the company?

<A - Mel Karmazin, Chief Executive Officer>: Yeah, I think that we will certainly have the additional bandwidth.
which will enable us to do additional programming. It's not like we are suddenly saving that now we're going to go to a
much younger demographic than we have historically programmed to mainly because, again, we're principally in the
subscription business, and we're focused on generating revenues and going after our best subscribers.

So we think that there are additional channels that we will be adding. They will be complementary along the lines there
will probably be some more on the edges because of the fact that we do have the ability to add some new genres of
music and programming. But it's not a wholesale shift that's going to set in.

One of the things that you should assume, though, not on an age issue but from a demographic point of view, we
certainly will be targeting Hispanics moie than we have done to date. And we haven't finalized it yet, but we will have
a suite of channels that will, we believe, appeal to what is the fastest growing part ot the U.S. population, which is
Hispanics, and it's an area that we have been underperforming in. So we think that that represents a greater opportunity.

<Q - Vijay Singh>: Great. Thank you.

Operator

And we will take our next and final question from Martin Pykkonnen from Wedge Partners. Please go ahead.

<) - Martin Pykkonnen>: Yeah, thanks. Good morning. I wanted to ask on the conversion rates, as you look at your,
kind of, financial capacity, obviously much improved over the last couple of years. Arc there arcas you might look at to
invest in to drive that conversion rate higher over the next year to two? Obviously, you can't control the SAR, but
curious if you think that has upside. And is the higher conversion rate built into your at-maturity operating margin
being over 40% meaningfully higher than the current mid-to-high 40s conversion rate”? Thanks.

<A - David J. Frear, Executive Vice President, Chief Financial and Accounting Officer>: Lct me start out, and
then Jim can add to it. I think generally we feel as managers like we can do a better job in conversion, but we feel like
we can do a better job on everything we do every day. And so we'd like to improve it. We spend a lot of time with our
automotive partners making sure that we're getting the customer name and address data coming across to us quickly
and accurately, that striking while you still have that new car smell in the car. And the car is something that we know
makes a difference in conversion rate; being smarter in, the kinds of messages and the cadence of the messaging that
produces higher conversion rates.

We do a lot of tests, a lot of different programs and in trying to measure statistically what creates a difference in the
rate. And then the last piece is is that we have an opportunity in reactivating radios as well, which isn't necessarily part
of the conversion rate we report but an important part of the business where we're spending a lot of effort in finding out
where the best information is on who those new used-car buyers are and what we can do to reactivate more radios that
arc out there in the [inaudible] down the road.

<Q) - Martin Pykkonnen>: Okay.

<A - James E. Meyer>: Yeah, I think just to amplify what David said, we've been at this a long time, and yet we still
continue to learn new things every month. But I think over the course of the plan, our assumption is that conversion
remains in the mid to high 40s, and we don't see any magic bullet that magically takes it into the mid-50s. That's not to
say it's not out there, and that's not to say we're not committed to continue to work on it and we will continue to work
on it.

<A - Mel Karmazin, Chief Executive Officer>: Yeah, we don't have any plan of significantly increasing our
expenditures in order for us to get the conversion rate up. We believe that by just best practices and doing things longer
and smarter, the conversion rate will go up. But it won't require any additional material expenditures.
F - -~ i .
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<Q - Martin Pykkonnen>: Okay. In other words. you say that is your guidance or kind of long-term operating margins
over 40% at maturity is not predicated on any conversion rate up meaningfully from where it is today?

<A - Mel Karmazin, Chief Executive Officer>: That's correct.

<Q - Martin Pykkonnen>: Okay, thanks.

William Prip, Director, Investor Relations

Okay. Thank you, everyone, for joining us. Have a good day.

This transcript may not be 100 percent uccurate and may contain misspellings and other inaccuracies. This transcript
is provided "as is", without express or implied warranties of any kind. Bloomberg retains all rights to this transcript
and provides it salely for your personal, non-commercial use. Bloomberg, its suppliers and third-party agenis shall
have no liability for errors in this transcript or for lost profits, losses, or direct, indirect, incidental, consequential,
special or punitive damages in connection with the furnishing, performance or use of such transcript. Neither the
infornation nor any opinion expressed in this transcript constitutes a solicitation of the purchase or sale of securities
or commodities. Any opinion expressed in the transcript does not necessarily reflect the views of Bloomberg LP.

© COPYRIGHT 2011, BLOOMBERG LP. All righis reserved. Any reproduction, redisiribution or retransmission is
expressly prohibited.
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Presentation

Operator

Good day, everyone, and welcome to SIRIUS XM Radio's Fourth Quarter 2009 Earnings Conference Call, [Operator
Instructions] At this time, I would like to turn the conference over to William Prip, Senior Vice President, Treasurer and
Investor Relations. Mr. Prip, please go ahead.

William Prip

Thank you, Lisa. Good moming, everyone, and welcome to SIRIUS XM Radio's Earnings Conference Call, Today, Mel
Karmazin, our CEO, will be joined by David Frear, our EVP and CFO. They will discuss SIRIUS XM's fourth quarter
and full year 2009 finandal result. At the conclusion of the prepared remarks, management will be glad to take your
questions. Jim Meyer, President, Operation and Sales; and Scott Greenstein, President and Chief Content Officer, will
also be available for the Q&A portion of the call.

First, I would like to remind everyone that certain statements made during the call might be forward-looking
statements as the term is defined in the Private Securities Litigation Reform Act of 1995, These and all forward-
looking statements are based on management's current beliefs and expectations and necessarily depend upon
assumptions, data and methods that may be incorrect or imprecise, Such forward-looking statements are subject to
risks and uncertainties and could cause actual results to differ materially. For more information about those risks and
uncertainties, please see SIRILUS XM's SEC filings.

We caution listeners not to rely unduly on forward-looking statements and disclaim any intent or obligations to update
them. As we begin, I would like to caution our listeners that today's results may include discussions of both actual
results and pro forma results. Listeners are cautioned to take special care to ensure accuracy in looking at today's
report, 1 will now hand the call over to Mel Karmazin.

Me

Chief Executive Officer and Director

Thanks, Will, and welcome, everyone, to our earnings call. What a year 2009 was. We began the year with a
tremendous sense of uncertainty. The economy appeared to be in shambles, with the labor market experiencing
severe contraction and the auto industry and financial markets faring even worse. But by the end of the year, the
economy was beginning to show signs of recovery.

At SIRIUS XM, we, too, began the year with a great sense of uncertainty, stemming from the fact that we were facing
near-term maturities with neither the cash on hand to satisfy those maturities nor a functioning capital market to
provide us the opportunity to extend them. We also felt a sense of frustration because we knew that the company
would thrive and not just survive if given a liquidity lifeline. We were anxious to validate our superior business model
as a result of the recently consummated merger. Fortunately, Liberty Media saw our situation in the same way as we
did, and provided us the liquidity we needed to meet our financial obligations in February. This allowed management
to focus on the company's operations and the results were worthy of our hopes and expectations.

As we announced in our press release this morning, we had a banner year, Operational and financial metrics have
improved year-over-year or over the course of the year, and collectively, they demonstrate the strength of our
differentiated business model. The paid subscriber business model works well in radio, and SIRIUS XM's business
moaodel in particular is strong and resilient. David will provide more details and insights on our financial and operational
metrics, but I also want to address a few of them.

First, the company's revenue grew 4% in 2009, which was a year, which many people might have expected our
revenue to decline given the hostile macro economic environment we experienced overlaid with the unique challenge
facing the auto industry. But as a matter of fact, we had record revenue,

Second, we grew pro forma adjusted income from operations, adjusted EBITDA, by nearly $600 million in 2009, a
£460 milllon to $463 million from negative $136 million in 2008. This represents the first year that the company has
generated positive pro forma adjusted income from operations.,

In March 2009, our original guidance for 2009 was just over $300 million in adjusted EBITDA, producing $300

million in adjusted EBITDA in '09 compared to a negative $136 million in 2008 would have been great performance,
delivering $463 million compared to the loss of $136 million was extraordinary performance. One more time, negative
$136 million to positive $460 million in adjusted EBITDA in just one year.

Third, we grew free cash flow by over $700 million in 2009 to $185 million from negative £550 million in 2008, This,
too, represents a first for the company. The first full year of positive free cash flow. And as we have previously stated,
free cash flow is a key metric for creating value for shareholders. I also want to discuss a few operational metrics that
highlight the strength of our business.
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We experienced better subscriber performance in the second half of the year, clawing back 359,000 subscribers in Q3
and Q4 of the 590,000 subscribers we lost in the first half of the year. While this improvement in our overall subscriber
base over the course of 2009 was obviously welcome, I was extremely gratified that our self-pay subscriber base
turned around even more quickly and ultimately resulted in us ending the year with more self-pay subscribers than we
had at the beginning, 154,000 more to be precise.

In fact, our overall subscriber decline last year was driven solely by the loss of 385,000 promotional subscribers, which
was clearly a consequence of the dramatic decline in auto sales in 2009, It is obviously reassuring to us that the self-
pay subscriber base grew last year despite the recession and its impact on consumer spending. Now with auto sales
showing signs of recovery, we are well-positioned to hopefully grow our promotional base in 2010 and beyond, We
also note that our unpaid trials, which are not counted in our subscriber base, have also begun to grow and represent
a significant source of future self-pay subscribers.

And finally, I just want to touch on churn. Churn picked up a bit in 2009 versus 2008, and it's difficult to be certain

as to the course of that increase. Our subscribers, like all consumers last year, were pressured by a severe recession.
At the same time, the company had taken pricing actions on certain of our services last year that likely caused some
of our subscribers to cancel their subscriptions. What we had suspected throughout |ast year that the economy, more
than our pricing actions, increased our churn. And now, given the lack of discernible impact on churn of the company's
passing through the Music Royalty Fee, we are even more confident that the economy was the negative pressure on
churn last year. As such, we are hopeful that churn will improve as the economy returns to health.

These results are outstanding when put in the context of the environment that we operated in last year, the auto
industry's decline, coupled with consumers curtailing, many areas of discretionary spending could have been
disastrous for SIRIUS XM, but our business model allowed us to be successful.

Specifically, two aspects of our business model allowed us to thrive last year and will continue to fuel our future
growth.

First, we offered consumers a service that they appreciate and for which they are willing to pay despite the
innumerable free entertainment alternatives we've always competed against. Simply put, we offer our subscribers a
great product at a great price.

The second aspect of our business model that is allowing us to be successful and grow at the pace we demonstrated
for the past two years is the operational leverage that is inherent in our business. As I've noted before, when
businesses like ours reaches sufficient scale to cover our fixed cost and subscriber acquisition cost, which is a cost
we're happy to pay because it represents future subscribers, it becomes a powerful cash flow generator because of the
high contribution margin we enjoy.

Clearly, the operational leverage of this business was enhanced by the merger in mid-year 2008. The merger provided
significant cost synergies in our fixed cost base, which consequently allowed us to reach scale more guickly than
otherwise. Our fixed cost base dropped nearly $350 million since 2007. This fact has allowed the combined company
to increase pro forma adjusted income from operations in 2009 by nearly $600 million in over one year, and by over
$1 billion over two years.

So I mentioned earlier about our differentiated business model. As you know, we principally generate our revenue
from subscribers. Approximately 98% of our 2009 revenue of over $2.5 billion came from our subscribers. Having
multiple revenue streams is superior to the model that principally relies on advertising.

SIRIUS XM ended the year with over 18.7 million subscribers. That translated, according to Arbitron, to approximately
35 million listeners, We were able to generate over $70 in revenue annually from each listener to satellite radio.

If you consider the major Terrestrial Radio companies and compare their total revenue with their total weekly
listeners, they are only generating between $10 and $20 per listener per year. SIRIUS XM's business model enables
us to monetize our listeners over 3.5 times that of Terrestrial Radio. Also, if you look at the largest Internet radio
company that has over 40 million users and generates about $50 million of revenue, which is about $1.20 per user
per year, our superior model is even more dramatic, $70 for satellite radio, $10 to $20 per listener for Terrestrial Radio
and $1.20 per year per listener to Internet radio. In addition, our unigue contracts with OEMs also are a significant
contributor to our business model and is a major driver of our future growth.

So what does this mean for our future? Well, with respect to 2010, we are anticipating a very strong year, We expect
to generate over $2.7 billion in total revenue for 2010. We also expect our pro forma adjusted income from operations
to reach approximately $550 million this year, which is consistent with the 20% increase we guided on our last call
despite the fact that we significantly overachieved our 2009 guidance,
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Finally, we expect to grow subscribers in 2010 and add over 500,000 net subscribers this year, which will exceed

the company's previous high of 19 million at the end of 2008. Now, with respect to our long-term performance,
SIRIUS XM will undoubtedly continue to be a strong cash flow generator over the coming years. We will continue to
be installed in a majority of new cars sold in the United States, an important fact given that new cars have become
the source of the vast majority of our new subscribers. And we are also extremely excited about our potential to
grow subscribers through the used car market. Eventually, there will be many more used cars with factory or dealer-
installed radios on the road than new cars. So the universe of potential subscribers who can easily sample our service
will continue to grow. And we're devoting a great deal of energy to create and refine processes to take advantage

of this future fact, We have recently announced the management team to focus on capitalizing from the very large,
certified pre-cwned and used car market.

Importantly, we also expect to grow RPU over the coming years by offering additional services and pricing plans that
make our services even more valuable to subscribers. And as we make our service offering better, we will not only
increase RPU, but we will also enhance the stickiness of our service to customers, which would have the additional
benefit of positive impact on churn. We are very pleased that in a very short time since the merger, we now have over
1 million subscribers buying our "Best of" packages.

Now let me turn to our balance sheet. As we continue to focus on growing cash flow, we will be more aggressive

in attacking our balance sheet by repaying debt as it comes due, and in some cases, selectively refinancing in
opportunistic transactions. And because we have no debt maturing this year and manageable amounts maturing in
the following two years, we will be building a strong cash balance that will allow us to address our debt that matures
in 2013. By reducing indebtedness while accretive to equity, it not only is adding our strong cash flow generation,
but it will greatly increase shareholder value. Reducing overall leverage gives us greater flexibility generally, which
consequently provides us with greater operational flexibility.

As the company improves its balance sheet, we will more be able to invest in strategic and commerdial initiatives, as
well as improve our internal business processes. And without financial flexibility, it is often impossible for companies
to seize opportunities as they come along. The bottom line, we are positioning SIRIUS XM to have the agility and
flexibility we need to grow the top line.

So as 1 pass this call on to David, 1 just want to address one final issue. Obviously, with our stock price trading above
the dollar mark for the past six days, it is possible we will requalify under the NASDAQ continued listing criteria with
10 consecutive days over $1. If that were to happen, we would obviously not pursue a reverse stock split. Moreover,
even if we would have slipped below $1 again and we receive a delisting notice from the exchange on March 15, we
would appeal that notice and seek a six-month extension as permitted under the NASDAQ rules, and we are optimistic
that we will prevail. We hope and expect we will meet the continued listing criteria either in the next few days or over
the next several weeks to months, There is absolutely no concern about SIRIUS XM continuing to be listed and traded
on NASDAQ. And if successful in meeting NASDAQ's dollar bid requirement, we have no plans to execute a reverse
split. We're very excited about our future. 2009 was a good year, and we look forward to 2010 being great years.

Now I'll turn the call over to David.

David ), Frear

Chief Financial Officer and Executive Vice President

Thanks, Mel. Our performance in the fourth quarter and full year continues to demonstrate the strength of the
Satellite Radio business model and the bright future for our company. Through the worst economic environment in a
generation, our results are phenomenal.

Subscription performance in the quarter was encouraging in virtually all fronts. Gross additions in the quarter were at
their highest level since Q2 2008, as the automotive sales continued their recovery and our penetration rate reached
55% for the full year and 60% in the fourth quarter, Auto sales were 10.4 million for the year and SAR ran at the 10,8
million unit pace for the fourth quarter. Conversion rate was up two percentage points in Q4 '08 at 46.4%. Self-pay
churn was under 2% for the second consecutive quarter despite the introduction of the U.S. Music Recovery fee in
August.

Net additions of 257,000 represented our best quarter since Q3 '08, and virtually all of these net additions were self-
pay subscribers, We are well-positioned for a continuing recovery in the automotive sector, With self-pay subs at 15.7
million in total trials, paid, non-paid in the funnel of 3.6 million as of the end of the year.

January auto sales remained level with Q4's 10.8 million seasonally-adjusted rate, and we are cautiously optimistic
that pace could be maintained, We expect our subscriber base will grow by over 500,000 subscribers in 2010, with
most of that increasing cccurring in our self-pay base, meaning that we expect to exceed our previous high of 19
million total subs by year end.
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MNote that most of the financial results I will discuss today will be based on pro forma combined company figures
without purchase price accounting adjustments, which we believe represents the best way to observe the core

trends underlying the business. Revenues for the quarter were $684 million, up 6% as subscription and other
revenues increased with higher RPU in the implementation of the Music Recovery fee. RPU improved $0.27 or 2.5% to
£10.92 driven by higher sales of "Best of" packages and the rate increases on multi-radio subscriptions and Internet
streaming.

Advertising revenues were flat with 2008, representing the strongest quarter of the year. As with auto sales, we are
cautiously optimistic about the general advertising environment. Early bookings in 2010 are positive to year-ago
levels,

QOur track record of great cost control continued in the fourth quarter is virtually every element of our cost improved.
Customer service and billing costs for sub improved 10% to $1.06 per month on a margin basis from 10% of revenue
to 9%.

Revenue share and royalties improved slightly on a margin basis year-over-year to 18% of revenue, with the Music
Recovery fee revenue and improved OEM revenue share terms offsetting a higher performance royalty rate and a
higher percentage of OEM customers versus retail compared to last year, As a result, contribution margin improved
3.7 percentage points to 71,4%. Factor gross add dropped 9% to $64, In fact, as a percentage of revenue, also
dropped to 19% from 21%.

The increase in satellite and transmission cost in the quarter is related to non-cash charges associated with lease
accounting and launch insurance allocations. Sales and marketing costs were flat with last year as cost efficiencies
were used to fund our icon’s media campaign in the fourth quarter.

Programming, customer service, GRA and engineering all experienced double-digit percentage declines over the year-
ago period. In total, our fixed operating expenses fell six percentage points to 36% of revenue. Add it all up and
adjusted income from operations more than tripled to $115 million, representing a 17% margin on sales compared to
last year's 5% margin.

We have now had five consecutive quarters of positive adjusted operating income from operations, and in all four
quarters of 2009, it exceeded $100 million. For 2009, SIRIUS XM earned over $463 million of adjusted income from
operations, an improvement of just under $600 million over 2008, and an improvement of more than $1 billion since
2007 when the recession started. One year ago, we gave you guidance of adjusted income from operations would be
more than $300 million. We have delivered 54% more than that guidance.

Similarly, we saw dramatic gains in our free cash flow. Free cash flow in the fourth quarter was up nearly six times
to 5150 million. And full year free cash flow improved to positive $185 million from negative $552 million in 2008, a
swing of $737 million in a single year. With $383 million in cash, continuing positive free cash flow and minimal debt
maturities in 2010, we will opportunistically look to improve our balance sheet.

We expect revenue to exceed $2.7 billion in 2010, which would represent at least 7% growth consistent with our

prior guidance of mid to high single-digit revenue growth. With the continuing shift in our subscriber base towards
factory-installed radios and the increase in statutory royalty rates, we expect revenue share and royalties to grow at a
faster rate than revenue in 2010, Similarly, with low auto inventories at year end and a recovering automotive sector,
subscriber acquisition cost will grow faster than revenues in 2010 as we invest in growth that will reap revenue and
cash flow benefits in 2011,

We will continue seeking efficiencies throughout the company. Many, though certainly not all of the merger cost
synergies have been realized, year-on-year cost comparisons in 2010 will not show the dramatic across-the-board
improvements you have consistently seen us demonstrate over the last 18 months. Our 2009 adjusted income
from operations of $463 million was significantly higher than we had anticipated in our prior guidance, but we are
maintaining our guidance of a roughly 20% improvement in adjusted operating income, effectively raising our 2010
adjusted EBITDA guidance to $550 million.

Despite an increase in satellite capital expenditures in 2010, we continue to expect positive free cash flow generation
this year. With satellite CapEx declining by $100 million in each of the next two years, 2011 and 2012 that is, as we
complete the replacement of the satellite fleet, we expect increasing amounts of our cash flow from operations to be
available to fund debt maturities or other strategic or financial priorities.

While we continue to delever in the near term, our growing cash flow presents many interesting opportunities for the
company. With those comments, now I'd like to open up the line for questions.

Question and Answer
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Operator
[Operator Instructions] Our first question comes from David Bank with RBC Capital,

David Bank

Can you talk a little bit about what drove the reduction in revenue share on the automotive side, where the nature of
some agreements changed or what happened there? Can you also tell us what percentage of your subscribers during
the fourth quarter were paying the revenue, the royalty pass through? And should we assume that it's kind of fully
baked into the subscriber base for the first quarter or will continue to roll out? The third question would be, kind of
tough for you guys to talk about, I'm sure, but could you give us any color on where you are with Howard Stern and
what scenarios you might be playing at, is there the potential to re-sign Howard, but for maybe fewer days on the
air, something like that, or is it all or nothing? And then Last, Mel highlighted the operating leverage inherent in the
model in his comments. But in some cases next year in 2010, where are you going to see expenses ramp faster than
revenue growth, David kind of hit on it briefly, as the OEMs ramp faster than the retail base, that's part of the driver.
But why exactly are revenue share and royalties going faster than revenues, and why exactly is SAC going faster than
revenues?

Mel Karmazin
Chief Executive Officer and Director

Why don’t you start with the first nine, and then I'll deal with the Howard Stern.

Chief Financial Officer and Executive Vice President

The reduction in revenue share, we did renegotiate one of our OEM agreements entering 2009. And we're able to --
we extended that agreement, We're able to secure a reduction in the revenue share. As a result, we also have mix
issues going on in the OEM side, where we've got an increasing mix of subscribers from OEMs with lower rates. And so
overall, that's what brought that down. In terms of the Music Recovery fee, we estimate at this point, that about 2/3
of the self-paid base have had the Music Recovery fee assessed. I think, that the way you should think about it is that
the -- -- some of the remaining third will never get it. So we've got subs that are on very long-term plans that may
not roll up. The lifetime subscribers that predated the imposition to see of course that they'll never be assessed. And
s0 I think that substantially all the subs who are going to experience the fee will get it in the next couple of months. In
terms of the faster growth of some expenses -- one of the things that you know about the model is that when we have
rapid growth, we incur all of the SAC expense on the day that we recognize the subscriber, but the revenue follows
over some period of time after the subscription is initiated. So if the automotive industry recovers, and if you look

at most of the estimates for the automotive industry this year, that it's sort of even with the fourth quarter and then

it seems to be rising as you go out through the year. If that forecast comes true, you end up with a decent ramp in
OEM additions in the second half of the year. So you'll be recognizing all that SAC expense but the revenue associated
with those adds won't really come into 2011. So that sort of covers the SAC thing. If you look back at the company's
growth in the, sort of 2004, '05 and '06 period, you'd see a similar behavior of SAC. With revenue share, again that's
nothing more than the map. There's nothing actually changing with respect to the underlying rates in the business
that, in 2009, we got the one-time benefit of a reduction in rate from one of our automotive partners, as well as the
ramp up in mix on some of the lower-rated partners at 60% penetration and with a mix that isn't changing all that
much in the course of this year, that it's just the OEM subs become larger proportion of total subs, There's going to be
a natural bias up in revenue share expenses as a percentage of revenues. But when you add it all up, we're showing
you what I think is very strong contribution margins, they're very strong incremental margins in the business, that
you've got $463 million of EBITDA going to $550 million, was it a $87 million improvement. And we've given you
guidance of revenues going up by at least $150 million. So that you're looking at incremental margins, that we're
providing guidance that put you somewhere in the zip code of a 50% plus incremental EBITDA margin business, that's
still a very, very strong economic model,

Mel Karmazin

Chief Executive Officer and Director

And the only other thing along the lines of what David said, is that you should assume that our revenue is growing
faster than our operating expenses are. And we’ll have EBITDA margin improvement as a percentage as well. So

I think, that’s the statement. So on the subject to Howard Stern, 1 wasn't here at the time the decision was made
to bring Howard to SIRIUS. Scott and the team made absolutely great decision and something that has worked out
terrifically well. So bringing Howard to SIRIUS was a great call. Along with everybody else, I believe that in the last
four years, Howard has done his best work. His shows are better than they have ever been before. They're helped
by the fact that he has a national platform and probably more importantly, by the fact that for the first time, Howard
is operating in a very minimal commercial advertising mode. So in Terrestrial Radio, listeners were hearing up to
22 minutes an hour of commerdcials, where at SIRIUS XM, the most we're running are six. So when you think about
the fact that Howard does about four hours a day, and listeners are hearing 15 minutes an hour more of Howard in
essence, an extra hour each show of Howard, it has worked out terrifically well. He has been a great partner. We
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would like to continue doing business together. There is nothing in his contract that deals with a timeframe as to when
we need to negotiate and do a deal. Some contracts provide a period where that negotiation needs to take place.

In Howard's contract, that's not the case. So we have nothing to announce today. My suggestion for those that are
interested, and I'm sure many of you are, is that tune to Howard 100 because we will be providing you with regular
updates. Howard talks about his life regularly, and I'm sure as he talked about it this morning, he will continue to talk
about it. And when we have something to announce, we'll announce it.

Operator
Our next question comes from Barton Crockett with Lazard Capital Markets,

Barton E. Crocke

Lazard Capital Markets LLC, Research Division

I wanted to ask a little bit about your outlook for subscriber growth in 2010, the 500,000 growth. Is it safe to assume
that that's all on the auto side and that retail subs are down again?

President of Sales and Operations
This is Jim. I think that's safe to assume.

Mel Karmazin

Chief Executive Officer and Director

I think, one of the things that you have to think about longer term, and starting -- when I say longer-term, I'm not
talking ancient long-term away, including in 2010, that the aftermarket as you knew it, before OEMs ramped up,

is going to sort of migrate toward the used-car market. Because that market is really the potential for us to add
significant amounts of additional subscribers. So there will always be an aftermarket. Our DTC and retail stores will
continue to sell it. But as people are principally using the car as the opportunity to access radio, that's the main spot.
Our initiatives in new cars and used cars will be the predominant driver, and that's a good business model for us.

Barton E. Crockett

Lazard Capital Markets LLC, Research Division

And to that end, I was geing to ask about used cars. Can you give us any sense of how much contribution used cars
were to the subscriber total in 20097 And any color on how that might change in 20107

David 1. Frear

Chief Financial Officer and Executive Vice President

We generally -- it's certainly going to be increasing, in terms of number of adds each year, Barton. But we haven't
broken out those figures for you yet. I don't think, we're going to do so today. But it is one of these things that, as
we look at the 25 million or so factory-installed radios that are in the field and the roughly maybe 11 million or so
that are active, there's obviously a growing pool of those that there are opportunities for us to get turned back on.
Most of those are still in the hands of the original owner, because the ramp up in OEM has been fairly recent. But in
the course of the next couple of years, the second-owner market's going to kick in. And we're going to start seeing
a really significant numbers of them begin to turn over. And of course at 60% penetration levels, the total pool was
growing pretty rapidly. So I think, as we see the volume grow, right, and I think, you'll hear us talk more about it and
probably give you more details about it in the future.

Mel Karmazin
Chief Executive Officer and Director

I think, you should expect in the future as our IT systems evolve, to be able to get us the kind of precise information
we want, that will become a reporting item as well, So we will be reporting, the aftermarket will be reporting at some
point, the used-car secondary market, as well as the OEMs.

Barton E. Crockett

Lazard Capital Markets LLC, Research Division

On the topic of cars, can you talk about the Toyota issue? What impact that has had on you in the quarter and to
what, if any impact, is happening in the first quarter and might have for the balance of the year?

James E. Meyer

President of Sales and Operations

So with Toyota, number one, the Toyota program that we have is a non-pay trial, And so the impact to the first
quarter in terms of subscribers is zero. In terms of production, as you know, they were down for a fair amount of
days. They're now back up and running. They've made up a lot of their production. What we can't predict is what's
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going to happen to their market share. And so I really don't think it's going to be terribly disruptive to our numbers in
the first half of 2010,

Mel Karmazin

Chief Executive Officer and Director

We had a meeting yesterday of all of our senior executives, and we talked about another advantage of the merger for
the companies, is that the combined company has deals with every single OEM. So if in fact, one of our OEMs is going
to lose some market share, then another of our OEMs is going to pick up that market share and we, for the most part,
are not adversely affected at all.

Barton E. Crockett

Lazard Capital Markets LLC, Research Division

Then a final question here, I wanted to switch quick gears and ask a bit about the relationship with Liberty. And in
particular -- and about a year, a little over a year, they would have an opportunity to adjust their holding structure.
One thing they've done in recent history is with their holdings with DirecTV, which they weren't given full credit

for that. They spun it off and merged then with DirecTV, which is a good thing for their shareholders. Is there any
scenario under which it might make sense for SIRIUS to think about doing something like that with Liberty? So if you
can talk a little bit about that?

Mel Karmazin

Chief Executive Officer and Director

So obviously, about a year ago, when we first got together with Liberty, it turned out to be a very, very good deal
for SIRIUS. They stepped up and provided us the liquidity we needed. We paid them back, we've refinanced it. It
was an extraordinary investment for Liberty. And at this point, what hypotheticals and possibilities could exist in the
future, I really don't want to comment on. And I also think that any guestions about what Liberty might do is best
directed to Greg Maffei and John Malone. From our point of view, there's a standstill. One of the reasons that we were
attracted to the Liberty deal and not to other deals that we had the opportunity to do, was that we didn't want to
provide control of this company to somebody without a significant control premium. So the Liberty investment is at
40%, and there's a period of time where they have to stay at that. So what Liberty does with its shares of SIRIUS is
really something that should be directed to Liberty.

Operator
Our next question comes from Mike Pace with JPMorgan.

JP Morgan
I'd love to debate some of your guidance. But first of all, what SAR are you assuming in your subscriber guidance for
20107

Mel Karmazin

Chief Executive Officer and Director

We do a bottoms-up approach in arriving at our guidance and subscriber numbers. We talk to each of our team that
represents the various automotives. We look at each of the contracts. So we're not -- we have the range of SARS,
what everybody has given. We're not in the SAR-predicting business. But we tend to be more conservative than what
is out there generally.

Michael Pace

JP Morgan

And then I guess -- and I acknowledge that there's a greater than sign [>] next to your revenue guidance. But if I
think about your growing subs, you still have some more royalty rate pass-throughs to hit the financials in 2010, 1
guess if I just look at annualizing fourth quarter revenue numbers, and that would assume, really, no more growth,
We're already above the 2.7 number. I'm just wondering if we're missing anything. Do you expect the underlying
ARPU to be more promotional or safe techniques as you're thinking about that?

Mel Karmazin
Chief Executive Officer and Director
1 think, you've read the guidance correctly. I think that our guidance of greater than 2.7 covers it.

Michael Pace
JP Morgan
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And then finally just on cost saves, what are the key line items that you still have some more to do? And I'm thinking
particularly more customer service and billing and programming of course. If you can be as specific as possible, that
would be great.

David J. Frear

Chief Financial Officer and Executive Vice President

So we've said this many times that as each contract comes up that we take -- regardless of where it is, programming,
automotive, retail printing, legal services, that we take the opportunity to negotiate hard with the bigger buying power
that we now have. So on the programming side, there are a number of high-profile contracts that sort of come up
year-by-year. I think, everybody knows that the Howard deal is up at the end of this year, that we are entering our
last season under the current NFL agreement in the fall of the year and also in 2011. And those are up in 2012. And
NASCAR is up and then there are others that follow year-after-year. 1 think, in terms of line items that we will be
integrating the subscriber management system platforms, in the sort of third quarter of this year. That could give us
opportunities on the IT side of things in 2011, really not so much in 2010, that IT expenditures get split between G&A
and customer service and billing, so they’ll be in there. We still think there are opportunities for other improvements
on the G&A side. And then just generally, it's part of the D&A of this company that we go through and we beat the
expenses up every month. And so again, I think as we've said before, you shouldn't expect to see the dramatic
improvements in every single line item that we show in the last 18 months. But you should expect to continue to see
expanding EBITDA as a percentage of revenues.

Operator
QOur next question comes from Jim Goss with Barrington Research.

Barrington Research Associates, Inc., Research Division

First, Mel, I'd be interested in your thoughts and some insights into your thought process with regard to pricing
philosophy. I realize we're still more than a year away before you can really address the basic prices. But you do have
these several significant contracts coming due. And I imagine as you look at those, you can think of the two systems
you might spread certain of the programming over and there could be an involvement of a premium service, versus --
an interior versus just straight pricing. Could you provide any thoughts on that matter?

Mel Karmazin

Chief Executive Officer and Director

Yes. I think, obviously, we have a lot of competition. We compete with free. And we believe right now, that we're
offering extraordinary value to our subscribers. We talked about how we've seen the churn improvement in the fourth
guarter from a point of view of even passing along the MRF, and as the economy gets better. We'd like to be able to
continue to offer our subscribers value, that we're sort of mandated under the SEC order until July or I guess August
of 2011, about making any current subscriber pay more for what they were currently getting before. And as we go
through that process, we'll start looking at ways that we can add more value for our subscribers. And that might
include subscribers paying a little bit more for some of the value that we're going to add. But we really have not
announced anything, and I really have no comment today on anything that we may be doing some time in the future,

Barrington Research Associates, Inc., Research Division

One for David. With regard to the 2013 maturities, despite the fact that you have no maturities this year and
manageable in 2011 and 2012, the looming 2013 still seems to pop up periodically with investors. And I'm wondering
if there's any thought aside from building cash to try to -- are there things you can do to try to address that issue
ahead of time?

David J. Frear

Chief Financial Officer and Executive Vice President

Sure, Yes, you should expect us to be smart and opportunistic with respect to the 2013 maturities, and that they're
obviously a long way out. The company's credit profile is very clearly improving rapidly and dramatically. And so,

as we keep a pretty close eye on the markets, if there's an opportunity to go into the markets and get attractively-
priced, long-term paper to term out some of those maturities, that's something that you should expect us to do, to the
extent that the paper trades weekly from time to time, that as we build the cash over the course of the next couple

of years, that we could decide to buy paper in early. So I think, it's obviously an important thing for the company to
focus on. And we put a lot of effort into it. And as the opportunities arise, you can expect us to move quickly and take
advantage of it.

Mel Karmazin
Chief Executive Officer and Director
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I mean, I think -- just to answer -- I agree with what David said, is that you should just assume that extending the
2013 maturities is something that we would like to do.

James C. Goss

Barrington Research Associates, Inc., Research Division

The share of autos with built-in radio at year end, I think earlier in the year, you thought the year-end target would be
something like 58%. Is that about where you wound up?

David J. Frear
Chief Financial Officer and Executive Vice President
60% in the fourth quarter.

James C. Goss
Barrington Research Associates, Inc., Research Division
And the upside is not much more than that, 65% or so?

Mel Karmazin
Chief Executive Officer and Director

MNa, I think you should plan the penetration to stay at least in "10 around 60%, 62%. Just one point, one of the
things we're going through now, and I think, it's a great sign of the maturity of the company, there are certain cars
that are built that just don't yield an acceptable subscriber profile for us. An example is in one of our large OEMs,
there is a group of commercial trucks that we learned don't convert anywhere near to give us an acceptable financial
equation. And despite the short-term impact on subscribers, we're eliminating those from including satellite radio,
going forward.

Operator
And thank you for dialing in and that concludes our conference call.

David J. Frear
Chief Financial Officer and Executive Vice President
Thank you.
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ITEM 1. BUSINESS

We broadeast our musie, sports, entertainment, comedy, talk, news, traffic and weather channels in the United States on a subscription fee
hasis through our two proprietary satellite radio svstems. Subseribers can also receive certain of our music and other channels over the Internet,
including through applications for mobile devices.

As of December 31, 2011, we had 21,892 824 subscribers. Our subscribers include:

= subseribers under our regular and discounted pricing plans;

* subscribers that have prepaid, including pavments made or due from automakers for subscriptions included in the sale or lease price of
a vehicle;

» certain radios activated for daily rental fleet programs;

+ subscribers to our Internet services who do not also have satellite radio subscriptions; and

« certmn subseribers to our weather, traffic, data and Backseat TV services.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other fees, the sale of advertising on select non-music channels, the direct sale of satellite
radios and accessories, and other ancillary services, such as our weather, traffic, data and Backseat TV services.

O satellite radios are primarily distributed through automakers (“OEMs"™), retail locations natonwide; and through our website. We
have agreements with every major awtomaker to offer satellite radios in their vehicles. Satellite radio services are also offered to customers of
certain rental car companies.

Certain important dates in our corporate history are listed below:
= Satellite CD Radio, Inc. was incorporated in the State of Delaware on May 17, 1990,

= On December 7, 1992, Satellite CD Radio, Ine. changed its name to CD Radio Ine., and Satellite CD Radio, Ine. was formed as a
wholly owned subsidiary.

+ On November 18, 1999, CD Radio Inc. changed its name to Sirius Satellite Radio Ine.

= In July 2008, our wholly owned subsidiary, Vemon Merger Corporation, merged (the “Merger™) with and into XM Satellite Radio
Holdings Ine.

* On August 5, 2008, we changed our name from Sinus Satellite Radio Ine. to Sinus XM Radio Ine.

* In April 2010, XM Satellite Radio Holdings Inc. merged with and into XM Satellite Radio Inc.; and in January 2011, XM Satellite
Radio Inc., our wholly-owned subsidiary, merged with and into Sirius XM Radio Inc.

Programming

We offer a dynamic programming lineup of commercial-free music, sports, entertainment, talk, news, traffic and weather. The channel
line-ups for our services vary in certain respeets and are available at sidusxm com,

Our subseription packages allow most listeners 1o enhance our standard programming lineup. Our “ XM Premier”™ package offers
subseribers the Howard Stern channels, Martha Stewart Living Radio, SinusXM NFL Radio, SinusXM NASCAR Radio, Plavboy Radio, Spice
Radio and plav-by-play NIFL games and college sports programming. Our “Sirius Premier” package offers subscribers Oprah Radio, Opie and
Anthony, SiriusXM Public Radio, MLEB Network Radio, NHL Home lee, SinusXM PGA Radio, Sirius XM Fantasy Sports Radio and select
play-by-play of NBA and NHL games and college sports programming. Subscribers with a la carte-capable radios may customize the
programming they receive through our a la carte subscription packages. We also offer family friendly, “mestly music” and “mostly sports,
news and talk” packages.



In Cetober 204 1, we launched an expanded channel lineup, including new musie, sports and comedy channels as well as SinusXM
Latino, a suite of Latin channels. These channels, available online and over certain new radios, are the firsi phase of SinusXM 2.0, an upgrade
and evolution of our satellite and Internet delivered service that will ulimately span hardware, software, andio, and data services,

We make changes Lo our programming lineup from time Lo time as we strive to attract new subscribers and offer content which appeals 1o
a broad range of audiences and to our existing subscribers.

Music Programming

We offer an extensive selection of music genres, ranging from rock, pop and hip-hop to country, dance, jazz, Latin and classical. Within
each genre we offer a range of formais, stvles and recordings.

All of our original music channels are broadcast commercial free. Certain of our music channels are programmed by third parties and air
commercials. Our channels are produced, programmed and hosted by a team ol experts in their fields, and each channel is operated as an
individual radio station, with a distinet format and branding. We also provide special features, such as our Arrist Confidential senes which
provides interviews and performances from some of the biggest names in music, and an array of “pop up” channels featuring the music of
particular artists.

Sports Programming
Live play-by-play sports is an imporiani part of our programming strategy. We are the Official Satellite Radio Pariner of the National
Football League (“NFL™), Major League Baseball (*“MLB™), NASCAR, National Basketball Association (“"NBA™), National Hockey League
(“NHL™} and PGA TOUR, and broadeast most major college sports, mcluding NCAA Division | football and basketball games. Soceer
coverage includes matches from the Barclays Premier League. We also air FIS Alpine Skiing, FIFA World Cup events and horse racing.

We offer many exclusive talk channels and programs such as MLE Network Radio, SinusXM NASCAR Radio, SinusXM NFL Radio
and Chris “Mad Dog” Russo’s Mad Dog Unleashed on Mad Dog Radio, as well as two ESPN channels, ESPN Radio and ESPN Xitra.
Simulcasts of select ESPN television shows, including SportsCenter | can be found on ESPN Xira.

Talk and Entertainment Programming

We offer a multitude of talk and entertainment channels for a varety of audiences. Our diverse spectrum of talk programming is a
significant differentiator from terresinal radio and other audio entertainment providers,

Our talk radio offerings feature dozens of popular talk personalities, many creating radio shows that mir exclusively on our services,
ncluding Howard Stern, Oprah Winfrey, Martha Stewart, Dr. Laura Schlessinger, Opie and Anthony, Bob Edwards, Senator Bill Bradley and
doctors from the NYU Langone Medical Center.

Our comedy channels present a range of humor such as Jamie Foxx's The Foxxhole, Laugh USA, Blue Collar Comedy and Raw Daog
Comedy. Other talk and entertainment channels include SinusXM Book Radio, Kids Place Live and Radio Disney, as well as Out(}, Road Dog
Trucking and Plavbov Radio,

Chr religious programming includes The Catholic Channel, which is programmed with the Archdiocese of New York, EWTHN, a Global
Catholic Radio Network, and Family Talk.

News and Information Programming

We offer a wide range of national, intermational and linancial news, including news from BEC World Service News, Bloomberg Radio,
CNBC, CNN, FOX News, HLN, MSNBC, NPR and World Radio Network, We also air a range of political call-in talk shows on a variety of
channels including our exclusive channel, POTUS,



We offer continuous, local traffic reports for 22 metropolitan markets throughout the United States.

Distribution of Radios
Automakers
Cr primary means of distributing satellite radios is through the sale and lease of new vehicles. We have agreements with every major
automaker to offer satellite radios in their vehicles and satellite radios are available as a factory or dealer-installed option in substantially all
vehicle makes sold in the United States.

Many automakers include a subscription to our radio service in the sale or lease price of their vehicles. In many cases, we receive
subseription payments from automakers in advanee of the activation of our service. We share with certain automakers a portion of the revenues
we derive from subscribers using vehicles equipped to receive our service. We also reimburse various automakers for certain costs associated
with the satellite radios installed in their vehicles, including in certain cases hardware costs, tooling expenses and promotional and advertising
EXPenses.

Previously Ohened Vehlicles

We expect to acquire an increasing number of subscribers through the sale and lease of previously owned vehicles with [actorv-installed
satellite radios, We have entered into agreements with many automakers to market subscriptions to purchasers and lessees of vehicles which
include satellite radios sold through their certified pre-owned programs. In addition, we work directly with many franchise and independent
dealers on similar programs for non-certified vehicles.

We have developed systems and methods to identify purchasers and lessees of previously owned vehicles which include satellite radios
and have established marketing plans 1o promote our services to these potential subscribers,

Retail

We sell satellite and Intemnet radios directly to consumers through cur website. Satellite and Internet radios are also marketed and
distributed through major national and regional retailers. We develop in-store merchandising materials and provide sales force trmining for
several retmlers,

Our Satellite Radio Systems

Chur satellite radio systems are designed to provide clear reception in most areas despite variations in terrain, buildings and other
obstructions. Subseribers can receive our transmissions in all outdoor locations in the continental U5, where the satellite radio has an
unobstructed line-of-sight with one of our satellites or is within range of one of our terrestrial repeaters. We continually monitor our
infrastructure and regularly evaluate improvements in technology.

The Federal Communications Commission (the “FCC™) has allocated the portion of the S-band located between 2320 Mz and
2345 MHz exclusively for satellite radio. Each of our services uses 12.5 MHz of this bandwidth to transmit its respective signals. Uplink
transmissions (from the ground 1o our satellites) use 12.5 MHz of bandwidth in the 7060-7072.5 MHz band.

O satellite radio systems have three prineipal components:

+ satellites, terresirial repeaters and other satellite facilities:

= studios; and

+  radios.



Satellites, Terrestrial Repeaters and Other Satellite Facilities

Satellites.  We currently own a fleet of nine orbiting satellites. We have invested in more technologically advanced satellites and
satellite deployment to provide for improved coverage, increased redundancy and more efficient use of our spectrum.

Space Systems/Loral has constructed another satellite, FM-6, for use inour system. We expect to launch this satellite on a Proton rocket
in the first half of 2012.

We use tour of our orbiting satellites in the Sirius svstem. These satellites, FM-1, FM-2, FM-3 and FM-35, are of the Loral IF'5-1300 model
series, Our FM-1, FM-2 and FM-3 satellites travel in a geosynchronous orbit, Our FM-5 satellite is deployed in a geostationary orbit.

We own five orbiting satellites for use in the XM system which operate in a geostationary orbil. Four of these satellites were
manufactured by Boeing Satellite Svstems International and one was manufactured by Space Sy stems/Loral,

Satellite Insurance.  We hold in-orbit insurance for our FM-5 and XM-5 satellites. These policies provide coverage for a total,
constructive total or partial loss of the satellites that occurs during the first five in-orbit years. We also have negotiated launch and in-orbit
insurance for our FM-6 satellite. This insurance provides coverage for a total, constructive total or partial loss of the FM-6 that oceurs {rom
Taunch through the end of the first annual in-orbit period. The insurance does not cover the full cost of constructing, launching and msunng
new satellites, nor will it protect us from the adverse effect on business operations due to the loss of a satellite. The policies contain standard
commercial satellite insurance provisions, including coverage exclusions. We use launch and in-orbit insurance to mitigate the potential
financial impact of satellite fleet launch and in-orbit failures unless the premium costs are considered 1o be uneconomical relative to the risk of
satellite farlure.

Terrestrial Repeaters.  In some areas with high concentrations of tall buildings, such as urban centers, signals from our satellites may
be blocked and reception of satellite signals can be adversely affected. In many of these areas, we have deploved terrestrial repeaters o
supplement satellite coverage. We operate over 140 terrestrial repeaters in the Sirius system and over 560 terrestrial repeaters in the XM
svslem.

Orther Satellite Faciliies.  We control and communicate with our satellites from facilities in North America and maintain earth stations
in Panama and Eeuador to control and communicate with several of our Sirius satellites. Our satellites are monitored, tracked and controlled by
a third party satellite operator.

Studios

Chur programming originates principally from studios in New York City and Washington D.C., and, to a lesser extent, from smaller studio
facilities in Cleveland, Los Angeles, Memphis, Nashville and Orlando. Our New York City offices house our corporate headquarters. Both our
MNew York City and Washington I3, C. offices house facilities for programming origination, programming personnel and Facilities o transmit
programming.

Radios

We design, establish specifications for, source or specify parts and components for, and manage various aspects ol the logistics and
production of satellite and Internet radios. We do nol manufacture radios. We have authonzed manufaciurers and distnibutors to produce and
distribute radios, and have licensed our technology to various electronies manufacturers to develop, manufacture and distribute radios under
certain brands, We purchase radios from independent manufacturers, that are distnbuted through our website. To facilitate the sale of radios,
we may subsidize a portion of the radio manufacturing cosis to reduce the hardware price to consumers.
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Radios are manufactured in four principal configurations — as in-dash radios, Dock & Plav radios, home or commercial units and

portable or wearable radios.

* In-dash satellite radios are integrated into vehicles and allow the user to listen to satellite radio with the push of a button. Aftermarket
in-dash radios are available at retailers nationally, and to automakers for factory or dealer installation,

* [ock & Play satellite radios enable subscribers to transport their radios easily 1o and [rom their cars, trucks, homes, offices, boats or
other locations with available adapter Kits. Dock & Play radios adapt o existing audio systems through FM modulation or direct audio
connection and can be easily installed, Audio systems and boom boxes, which enable subscribers to use their radios virtually
anywhere, are available for various models, The Stratus 6, Starmate 5 and Starmate 8 Dock & Play radios also support a la carte

channel selection,
« Radios that provide our satellite or Internet service to home and commereial audio sysiems.

= Portable or wearable radios offer live satellite or Intemet radio and recorded satellite, MP3 or WMA content “on the go™,

We have introduced an interoperable radio called MiRGE. This radio has a unified control interface allowing for easy switching between
our two satellite radio networks. We also offer the XM SkyvDock, which connects to an Apple iPhone and iPod touch and provides live XM
satellite radio using the control capability of the iPhone or iPod touch.

In 2011, we mtroduced Edge, a Dock & Play radio capable of recerving our SinusXM 2.0 expanded channel lineup, mecluding SiriusXM
Latino, and Lynx, a portable radio with SiriusXM 2.0 satellite and Internet radio capability and features.

Internet Radio

We stream music channels and select non-music channels over the Internet. Our Internet service also includes channels and features that
are not available on our satellite service. Access o certain Internet services is offered to subscribers for a fee. We have available products that
provide access to our Internet services without the need for a personal computer. We also offer applications (o allow consumers to access our
lnternet services on certain smartphones and tablet computers, Subseribers to our Intermet services are not included in our subscriber count,
unless the serviee 1s purchased separately and not as part of a satellite radio subseniption.

Canada

We also have an equity interest in the satellite radio services offered in Canada through Sinus XM Canada. In June 2011, Canadian
Satellite Radio Holdings Inc. (*CSR™), the parent company of XM Canada, and Sirius Canada completed a transaction to combine their
operations. Following this merger, we own approximately 38.0% of the equity of CSR, which operates as Sirius XM Canada.

Other Services

Commercial Accounts.  Our music services are also avatlable for commercial establishments. Commercial accounts are available
through providers of in-store entertainment solutions and direetly from us. Certain commercial subscribers are included in our subscriber count.

Satellite Television Service.  Certain of our music channels are offered as part of certain programming packages on the DISH Network
satellite television service. Subscribers o the DISH Network satellite television service are not included i our subseriber count,

Subscribers to the following serviees are not ineluded in our subseriber count, unless the applicable service is purchased by the subseriber
separately and not as part of a radio subscription 1o our services:



Backseat TV, We offer Backseat TV, a service offering television content designed primarily for children in the backseat of vehicles.
Backseat TV 15 available as a factory-installed option in select Chrysler, Dodge and Jeep models, and at retail for aftermarket installation.

Travel Link.  We offer Travel Link, a suite of data services that includes graphical weather, fuel prices, sports schedules and scores, and
movie listings,

Real-Time Traffic Services.  We also offer services that provide graphic information as to road closings, tralfic flow and incident data to
consumers with compatible m-vehicle navigation systems.

Real-Time Weather Services.  We offer several real-time weather services designed for improving situational awareness in vehicle,
marine and/or aviation use,

FCC Conditions

In order to demonstrate to the FCC that the Merger was in the public interest, we agreed to implement a number of voluntary
commitments. These commitments include certain voluntary assurances regarding our programming and programming packages: the creation
of public mterest channels; and equipment manufacturing, all of which we have comphied with.

Qualified Entity Channels

In April 2011, we entered into long-term leases or other agreements to provide rights to four percent of the full-time audio channels on
our platforms to a Qualified Entty or Entities. A Quahified Entity 15 defined as an entity or entities that: (1) are not directly or indirectly owned,
in whole or in part, by us or one of our affiliates; (2) do not share any common officers. directors or emplovees with us or any affiliate of us;
and (3) did not have any existing relationships with us for the supply of programming during the two years prior to October 19, 2010,

As digital compression technology enables us to broadeast additional full-time audio channels, we will ensure that four percent of the
full-time audio channels on our platforms are reserved for Qualified Entities. The Qualified Entities are not required to make any lease
pavmenis for such channels. We may not alter, censor, or otherwise exercise any control over the leased programming but we may remove
programming that violates the law.

Subscription Rates
In connection with the Merger, we had agreed with the FCC not to raise the retail price for, or reduce the number of channels in, our basic
$12.95 per month subscription package, our a la carte programming packages or certain other programming packages until July 28, 2011 In
July 2011, the FCC issued an order confirming that the price cap was no longer necessary. On January 1, 2012, we increased the base price of
our basic subseription packages [rom $12.95 10 $14.49 per month.

Competition

We face significant competition for both listeners and advertisers. In addition to pre-recorded entertainment purchased or playing in cars,
homes and using portable players, we compete with numerous other providers of radio or other audio services. Some of our new, digital
competitors are making in-roads into automobiles, where we are currently the prominent alternative to traditional AM/FM radio. Our existing
and emerging competition includes:

Traditional AM/FM Radio

Chr services compete with traditional AM/TM radio. Many traditional radio companies are substantial entities owning large numbers of
radio stations or other media properties. The radio broadeasting industry 1s highly competitive.
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Traditional AM/TFM radio has had a well-established demand for its services and offers free broadeasts paid for by commercial
advertising rather than by a subscription fee like satellite radio. Many radio stations offer information programming of a local nature, such as
local news and sports, Traditional free AM/FM radio reduces the likelihood that customers would be willing to pay for our subseription
services and, bv offering free broadcasts, it imposes limits on what we can charge for our services. Some AM/FM radio stations have reduced
the number of commercials per hour, expanded the range of music played on the air and experimented with new formats in order o lure
customers away [rom satellite radio,

HID Radio

Many radio stations now broadeast digital signals, which have clanity similar to our signals. These stations do not charge a subseription
fee tor their digital signals but do generally carry advertising. A group of major broadcast radio networks have created a coalition 1o joinily
market digital radio serviees. According to this coalition, over 2,100 radio stations are currently broadeasting primary signals with HD Radio
technology and broadeasting more than 1,300 additional FM multicast channels (HD2/HD3), and manufacturers are marketing and distributing
digital receivers, To the extent that traditional AM/FM radio stations adopt digital transmission technology and listeners adopt digital receivers,
any compelitive advantage that we enjov over traditional radio because of our clearer digital signal would be lessened. Traditional AM/TM
broadeasters are also complementing their HD Radio efforts by aggressively pursuing Intemet radio and wireless Intermet-based distnibution
arrangements. Several automakers install or plan to install HD Radio equipment as factory standard equipment in seleet models, including
Cadillac, Mazda, Lexus, Ford, Volkswagen, BMW, Mercedes-Benz, Scion, Kia and Hyundai.

Internet Radio and Internet-Enabled Smartphones

Internet radio broadeasts ofien have no geographic hmitations and ean provide listeners with radio programming from across the country
and around the world. Major media compames and online-only providers, meluding Clear Channel, CBS and Pandora, make high [idelity
digital streams available through the Intemet for free or, in some cases, for a fraction of the cost of a satellite radio subscnption. These services
compele directly with our services, at home, n the automobile, and wherever audio entertainment 1s consumed.

Internet-enabled smartphones, most of which have the capability of interfacing with vehicles, have become popular, These smartphones
can typically play recorded or cached content and access Internet radio via dedicated applications or browsers. These applications are oflen free
to the user and offer music and talk content as long as the user is subscribed 1o a sufficiently large mobile data plan. Leading audio smartphone
radio applications include Pandora, last. FM, Slacker, theariradio and Stitcher. Certain of these applications also include advanced functionality,
such as personalization and song skipping, and allow the user to access large libraries of content and podcasts on demand.

In 2011, Spotify launched its music streaming service in the United States, which allows its users unlimited, on-demand aceess to a large
library of song tracks, allowing the sharing of playlists with other listeners through the Facebook platform. Other similar services have
launched Facebook integration, including MOG and Rdio. These services, which usually require a monthly subseription fee, are currently
available on smariphones but may become integrated into connected cars in the future.

Third and fourth generation mobile networks have enabled a steady increase in the audio quality and reliability of mobile Internet radio
streaming, and this is expected to further increase as fourth generation networks become the standard. We expect that improvements from
higher bandwidths, wider programming selection, and advancements in functionality are likely to continue making Intemet radio and
smartphone applications an increasingly significant competitor, particularly in vehicles,

Advanced In-Dash Infotainment Systems

Nearly all automakers have deployed or are planning to deploy integrated multimedia systems in dash boards, such as Ford's SYNC,
Tovota’s Entune, and BMW /Mini's Connected. These systems can combine
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control of audio entertainment from a variety of sources, including AM/FMMD radio broadeasts, satellite radio, Internet radio, smartphone
applications and stored audio, with navigation and other advanced applications such as restaurant bookings, movie show times and financial
information. Internet radio and other data 15 typically connected to the system via a bluetooth link to an Internet-enabled smartphone, and the
entire system may be controlled by touchsereen or voice recognition. These systems enhance the attractiveness of our [ntermnet-based
compelition by making such applications more prominent, easier to access, and safer (o use in the car. Similar systems are also available in the
aftermarket and sold through retalers,

Direct Broadeast Satellite and Cable Andio
A number of providers offer specialized audio services through either direct broadeast satellite or cable audio systems. These services are
targeted to fixed locations, mostly in-home. The radio service offered by direct broadeast satellite and cable audioc 15 often included as part of a
package of digital services with video service, and video customers generally do not pay an additional monthly charge for the audio service.

Other Digital Media Services

The audio entertainment marketplace continues to evelve rapidly, with a steady emergence of new media platforms and portable devices
that compete with our services now or that could compete with those services in the future.

Traffic News Services

A number of providers also compete with our traffic services, Clear Channel and Tele Atlas deliver nationwide traffic information for the
top 30 markets 1o in-vehicle navigation systems using RDS/TMC, the radio broadeast standard technology lor delivering trafTic and travel
mformation to drivers. The in-dash navigation market is also being threatened by increasingly capable smartphones that provide advanced
navigation functionality, including live traffic. Android, Palm, Blackberry, and Apple 105-based smartiphones all incluede GI'S mapping and
navigation functionality, often with tum-by-tumn navigation.

Government Regulation

As operators of a privately owned satellite system, we are regulated by the FCC under the Commumnications Act of 1934, prineipally with
respect o)

+ the licensing of our satellite systems;

= preventing interference with or to other users of radio frequencies; and

+ compliance with FCC rules established specifically for U5, satellites and satellite radio services,

Any assignment or transfer of control of our FCC licenses must be approved by the FCC. The FCC's order approving the Merger requires
us to comply with certain voluntary commitments we made as part of the FCC merger proceeding. We believe we comply with those
commitments.

In 1997, we were the winning bidders for an FCC license to operate a satellite digital audio radio serviee and provide other ancillary
services. Our FCC licenses for our Sirius satellites expire in 2017, Our FCC licenses for our XM satellites expire in 2013, 2014 and 2018, We
anticipate that, absent significant misconduet on our part, the FCC will renew our licenses o permit operation of our satellites for their useful
lives, and grant a license for any replacement satellites.

In some arcas with high concentrations of tall buildings, such as urban centers, signals from our satellites may be blocked and reception
can be adversely affected. In many of these areas, we have installed terrestnial repeaters to supplement our satellite signal coverage. In 2010,
the FCC established rules poverning terrestrial repeaters which are also mtended o protect adjacent wireless services from interference. Under
those rules, we filed an application in November 2011 for a single license to authorize operation of our repeater network,
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We design, establish specifications for, source or specify parts and components for, manage various aspects of the logistics and
production of, and, in most cases, obiain FCC certifications for, satellite radios, including satellite radios that include FM modulators. We
believe our radios that are in production comply with all applicable FCC rules,

We are required 1o obtain export licenses from the United States government to export certain ground control equipment, satellite
communications/control services and technical data related to our satellites and their operations. The delivery of such equipment, services and
technical data to destinations outside the United States and to foreign persons is subjeet to strict export control and prior approval requirements
from the United States government (including prohibitions on the sharing of certain satellite-related goods and services with China).

Changes in law or regulations relating to communications policy or to matters aflecting our services could adversely affect our ability to
retain our FCC licenses or the manner in which we operate.

Copyrights to Programming

In connection with our music programming, we must negotiale and enter into royalty arangements with two sets of rights holders:
haolders of copyrights in musical works (that 1s, the music and lyrics) and holders of copyrights in sound recordings (that is, the actual recording
of a work).

Musical works rights holders, generally songwriters and music publishers, are represented by performing rights organizations such as the
Amencan Society of Composers, Authors and Publishers (“ASCAP™), Broadeast Music, Inc. (“BMI7), and SESAC, Ine. (“SESAC™). These
organizations negotiate fees with copynght users, collect royalties and distnbute them to the nghts holders, We have arrangements with all of
these organizations.

Sound recording nghts holders, typically large record companies, are primarily represented by SoundExchange, an organization which
negotiates licenses, and collects and distributes rovalties on behalf of record companies and performing artists. Under the Digital Performance
Right in Sound Recordings Act of 1995 and the Digital Millennium Copyright Act of 1998, we may negotiate rovalty arrangements with the
sound recording copyright owners, or if negotiation is unsuccessful, the rovalty rate is established by the Copyright Rovalty Board (the “CRB™)
of the Library of Congress. In January 2008, the CRDB issued a decision regarding the royalty rate pavable by us under the statutory license
covering the performance of sound recordings over our satellite radio services for the six-vear period starting January 1, 2007 and ending
December 31, 2012, Under the terms of the CRB’s decision, we paid, or will pay. a royalty of 6.0%, 6.0%, 6.5%, 7.0%, 7.5% and 8.0% of
gross revenues, subject to certain exclusions, for 2007, 2008, 2009, 2010, 2011 and 2012, respectively.

The rate setting proceeding covering the period from 2013 through 2017 before the CRB commenced in January 2011, In November
2011, we filed our direet case in that proceeding and requesied the CRE to set a royalty rate pavable by us under the statutory license covering
the performance of sound recordings over our satellite radio services at less than 7% of our gross revenues, subject to certain exclusions, In
MNovember 201 1, SoundExchange also filed its direct case in the proceeding and requested the CRB to set a royalty rate under the statutory
license of mitially 12%, increasing by 2% each year during the term and up to a maximum of 20%, of our gross revenues. A hearing before the
CRB in this proceeding is scheduled to commence in 2012,

Trademarks

We have registered, and intend to mamtain, the trademark *Sirius”, “XM”, “SiriusXM” and the “Dog design” logo with the United States
Patent and Trademark Office in connection with the services we offer. We are not aware of any material claims of infringement or other
challenges to our nght to use the “Siriug”, “XM" or “SiriusXM" trademark or the “Dog design” logo in the United States. We also have
registered, and intend to maintain, trademarks for the names of certain of our channels. We have also registered the trademarks “Sirius™, “XM”,
and the “Dog design” logo in Canada. We have granted a license to use certain of our trademarks in Canada to Sirius XM Canada
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Personnel

As of December 31, 2011, we had 1,526 full-time emplovees. In addition, we rely upon a number of part-time employees, consultanis,
other advisors and outsourced relationships. None of our emplovees are represented by a labor union, and we believe that our emplovee
relations are good.

Corporate Information

Our executive offices are located at 1221 Avenue of the Amencas, 36th floor, New York, New York 10020 and our telephone number i1s
(212) 384-5100. Our internet address is www siriusxm.com. Our annual, quarterly and current reports, and any amendments to those reports,
filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 may be accessed free of charge through our
website afier we have electronically filed or furnished such matenal with the SEC. Sirusxm.com (including any other reference to such address
in this Annual Report) is an inactive textual reference only, meaning that the information contained on or aceessible from the website is not part
of this Annual Report on Form 10-K and is not incorporated in this report by reference.

Executive Officers of the Registrant

Certain mformation regarding our executive olficers 1s provided below:

Name Age Position

Mel Karmazin 68  Chiel Executive Officer

Seolt AL Greenstein 52 President and Chief Content Officer

James E. Meyer 57  President, Operations and Sales

Dara F. Altman a3 Execcutive Viee President and Chiel’ Admimstrative Officer
Patrick L. Donnelly 50 Executive Vice President, General Counsel and Secretary
David J. Frear 55 Executive Vice President and Chiel Financial Officer

Me! Karmazin has served as our Chief Executive Officer and a member of our board of directors since November 2004, Prior to joimning
us, Mr. Karmazin was President and Chief Operating Officer and a member of the board of directors of Viacom Ine. from May 2000 until June
2004. Prior to joining Viacom, Mr. Karmazin was President and Chief Executive Officer of CBS Corporation from January 1999 and a director
of CBS Corporation from 1997 until its merger with Viacom in May 2000, He was President and Chief Operating Officer of C3S Corporation
from April 1998 through December 1998, Mr. Karmazin joined CBS Corporation in December 1996 as Chairman and Chiel Executive Officer
of CBS Radio and served as Chairman and Chiel’ Executive Officer of the CBS Station Group (Radio and Television) from May 1997 o Apnl
1998, Prior to joining CBS Corporation, Mr. Karmazin served as President and Chief Executive Officer of Infinity Broadeasting Corporation.

Scott A. Greenstein has served as our President and Chief Content Officer since May 2004, Prior to May 2004, Mr. Greenstein was Chief
Executive Officer of The Greenstein Group, a media and entertainment consulting firm. From 1999 until 2002, he was Chairman of [ISA
Films, a motion pieture production, marketing and distribution company. From 1997 until 1999, Mr. Greenstein was Co-President of October
Films, a motion picture production, marketing and distribution company. Prior to joining October Films, Mr. Greenstein was Senior Viee
President of Motion Pictures, Music, New Media and Publishing at Miramax Films, and held senior positions at Viacom Ine.

James E. Mever has served as our President, Operations and Sales, since May 2004, Prior to May 2004, Mr. Mever was President of
Aegis Ventures Incorporated, a consulting firm that provides general management services. From December 2001 until 2002, Mr. Mever
served as special advisor to the Chairman of Thomson 5 A, a leading consumer electronics company. From January 1997 until December
2001, Mr. Mever served as the Senior Executive Vice President for Thomson as well as the Chief Operating Officer for Thomson Consumer
Electronies. From 1992 until 1996, Mr. Mever served as Thomson's Senior Vice President of Product Management. Mr. Mever is a director of
ROV Corporation.
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Dare IF. Aftmran has served as our Executive Vice President and Chief Administrative Officer since September 2008, From January 2006
until Sepiember 2008, Ms, Altman served as Executive Viee President, Business and Legal Affairs, of XM. Ms. Altman was Executive Viee
President of Business AfTairs for Discovery Communications from 1997 to 2003, From 1993 to 1997, Ms. Altman served as Senior Vice
President and General Counsel of Reiss Media Enterpnises. which owned Requesti TV, a national pay-per-view service. Before Request TV,
M. Altman served as counsel for Home Box Office. Ms. Altman started her career as an attorney at the law firm of Willkie Farr & Gallagher
LLP.

Patrick L. Donnelly has served as our Executive Viee President, General Counsel and Seeretary since May 1998, From June 1997 to May
1998, he was Vice President and deputy general counsel of ITT Corporation, a hotel, gaming and entertainment company that was acquired by
Starwood Hotels & Resorts Worldwide, Inc. in February 1998, From October 19935 to June 1997, he was assistant general counsel of 11T
Corporation, Prior to October 1995, Mr. Donnelly was an attorney at the law firm of Simpson Thacher & Bartlett LLP.

David J. Frear has served as our Executive Vice President and Chief Finaneial OfTicer since June 2003, From 1999 10 2003, Mr. Frear
was Executive Viee President and Chief Financial Officer of Savvis Communications Corporation, a global managed service provider,
delivering internet protocol applications for business customers. Mr. Frear also served as a director of Savvis. From 1993 1o 1998, Mr. Frear
was Senior Vice President and Chief Financial Officer of Orion Network Systems Ine., an international satellite communications company that
was acquired bv Loral Space & Communications Ltd. i 1998, From 1990 to 1993, Mr. Frear was Chiefl Financial Officer of Millicom
Incorporated, a cellular, paging and cable television company, Prior to joining Millicom, he was an investment banker at Bear, Stearns & Co.,
Ine. and Credit Swisse.

ITEM 1A, FACTORS
RISK

I addition o the other information in this Annual Report on Form 10-K, including the information under the caption ltem 1. Business
“Competition, " the following visk factors should be considered carvefully in evaluating us and owr husiness. This Ammal Report on Form 10-K
containg forward-looking statements within the meaning of the Private Seeurities Livigation Reform Act of 1993, Actwal resulis and the timing
af events could differ materially from those projected in forward-fooking statements due to a mimber of factors, including those set forth below
and elsewhere in this Ammal Report on Form 10-K. See "Special Note Regarding Forward-Looking Statements” following this frem 1. Risk
Faciors.

We face substantial competition and that competition is likely to increase over time.

We face substantial competition from other providers of radio and other audio services. Our ability to retain and atiract subseribers
depends on our success in ereating and providing popular or unigque music, entertainment, news and sports programming. Our subseribers can
obtain certain similar content for Itee through terrestrial radio stations or Internet radio services. Audio content delivered via the Internet,
including through mobile devices, 1s increasingly competitive with our services. A number of automakers and altermarket manufacturers have
introduced, or will shortly introduee, factory -installed radios capable of accessing Intemet-delivered audio entertainment. A summary of
various services that compete with us is contained in the section entitled “ltem 1. Business — Compelition.”

Competition could result in lower subscription, advertising or other revenue or increase our marketing, promotion or other expenses and,
consequently, lower our eamings and free cash flow, We cannot assure vou we will be able io compete successfully with our existing or future
compelitors or that competition will not have a material adverse effect on our business, financial condition or results of operations.

Our business depends in large part upon automakers.
Most of our new subseription growth has come from purchasers and lessees of new and previously owned automobiles, As a result, the
sale and lease of vehicles with satellite radios 1s an important source of subscribers
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for our satellite radio service. We have agreements with every major automaker to include satellite radios in new vehicles, although these
agreemenis do not require automakers to install specific or minimum quantities of radios in any given period.

Automotive production and sales are dependent on many factors, including the availability of consumer credit, general economic

conditions, consumer confidence and fuel cosis. To the extent vehicle sales by antomakers decline, or the penetration of factory-installed
satellite radios in those vehicles is reduced, subseriber growth for our satellite radio services may be adversely impacted.

General economic conditions can affect our business.

The purchase of a satellite radio subseription is discretionary, and our business and our financial condition can be negatively alTected by
general economic conditions. Poor general economie conditions can adversely affect subscriber churn, conversion rates and vehicle sales, as
evidenced by the dramatic slowdown in auto sales that negatively impacted our subseriber growth in 2008 and 2009

Failure of our satellites would significantly damage our business,

The lives of our satellites will vary and depend on a number of factors, including:

* degradation and durability of solar panels;

= quahty of construction;

« random failure of satellite components, which could result in significant damage (o or loss of a satellite;

= amount of fuel the satellite consumes; and

+ damage or destruction by electrostatic storms, collisions with other objects in space or other events, such as nuclear detonations,

occurring in space.

In the ordinary course of operation, satellites experience fatlures of component parts and operational and performance anomalies.
Components on our in-orbit satellites have failed, and from time to time we have experienced anomalies in the operation and performance of
these satellites. These failures and anomalies are expected to continue in the ordinary course, and we cannot predict if any of these possible
future events will have a material adverse effeet on our operations or the life ol our existing in-orbil satellites,

Three of the Sirius in-orbit satellites have experienced degradation on their solar arvays. The degradation these satellites have experienced
does not affect current operations. Additional degradation on the three Sirius satellites could reduce the estimated lives of those satellites.

Space Svstems/Loral has constructed a new satellite for the Sirius svstem that is expected to be launched in the frst hall of 2012, Satellite
launches have significant risks, including launch failure, damage or destruction of the satellite dunng launch and failure to achieve a proper
orbit or operate as planned. Our agreement with Space Systems/Loral does not protect us against the risks inherent in a satellite launch or in-
orbit operations,

Our XM-1 and XM-2 satellites have experienced progressive degradation problems common to early Boeing 702 elass satellites and now
serve as in-orhit spares. Our XM-2, XM-3, and XM-4 in-orbit satellites have experienced circuit failures on their solar arrayvs which do not
affect current operations. Additional eircuit failures on the satellites could reduce the estimated lives of those satellites. We estimate that our
XM-3, XM-4 and XM-5 satellites will meet their 15-vear predicted depreciable hives, and that the XM-1 and XM-2 satellites” depreciable lives
will end no earlier than 2013,

Our XM-5 satellite serves as an in-orbit spare for both of our services. In the event of a Talure of XM-3, XM-4 or any of the Sirus
satellites, service would be maintained through XM-3.
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In addition, our Sirius network of terrestrial repeaters communicates with a single third-partv satellite. Our XM network of terresirial
repeaters communicates with a single XM satellite. If the satellites communicating with the applicable repeater network fail unexpectedly, the
services would be disrupted for several hours or longer.

We maintain in-orbit insurance policies covering only our XM-35 and FM-5 satellites. We may not renew these in-orbit insurance policies
when they expire. Any insurance proceeds will not fully cover our losses in the event of a satellite failure or significant degradation. For
example, the policies covering the insured satellites do not cover the full cost of constructing, launching and insuring new satellites, nor will
they eover, and we do not have protection against, business interruption, loss of business or similar losses. Our insurance contains customary
exclusions, material change and other conditions that could limit recovery under those policies. Further, anv insurance proceeds may not be
received on a umely basis in order 1o launch a spare satellite or consiruet and launch a replacement satellite or take other remedial measures. In
addition, the policies are subject 1o limitations involving uninsured losses, large satellite performance deductibles and policy limits.

Cher ability to attract and retain subscribers at a profitable level in the future is uncertain,

We spend substantial amounts on advertising and marketing and in transactions with automakers, retailers and others 1o obtain and attract
subscribers, During 201 1, we added 1,701,860 net subscribers to our satellite radio service, Our ability to retain our subscribers, or increase the
number of subscribers to our service, in any given period 15 subject to many factors, including:

= the price of our serviee, which we increased on January 1, 2012;
+ the health of the economy;
* the production and sale of new vehieles in the United States;

= our ability to convinee owners and lessees of new and previously owned vehicles that include satellite radios to purchase subseriptions
10 OUr Service;

* the effectiveness of our marketing programs;

* the entertainment value of our programming; and

= actions by our competitors, such as terresinial radio and other audio entertaimment providers,

As part of our business, we experience, and expect to experience in the future, subscriber tumover (i.e., chumn). If we are unable to retain
current subscribers at expected rates, or the costs of retaining subscribers are higher than expected, our financial performance and operating
results could be adversely affected, We cannot predict how successful we will be at retaining customers who purchase or lease vehicles that
include a prepaid promotional subseription to our satellite radio serviee. During 2011, we converted 45% of the customers who received a

promotional subseription as part of the purchase or lease of a new vehiele to a self-paying subseription. Over the same period, we have
experienced churn of our self-pay subscribers of 1.9% per month.

Average monthly revenue per subsenber, which we refer to as ARPL!, 1s another key metric we use to analyze our business, Over the past
several years, we have focused substantial attention and efforts on balancing ARPU and subseriber additions. Our ability 10 maintain ARPU
over time is uncertain and depends upon various factors, including:

= the value consumers perceive in our service;

« our ability to add and retain compelling programming;

+ the mcreasing competition we expenence from terresirial and Internet radio: and

= pricing and other offers we may make to attract new subscribers and retain existing subscribers.
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If we are unable to consistently attract new subscribers, and retain our current subscribers, at a sufficient level of revenues 1o be
profitable, the value of our common stock could decline, and without sufficient cash flow we may not be able to make the required paymenis
om our indebtedness and could ulimately default on our commitments,

Royelties for music rights may increase.

We must maintain music programming royalty arangements with, and pay license fees to, BMI, ASCAP and SESAC. These
organizations negotiate with copynght users, collect rovalties and distribute them to songwriters and music publishers. We have agreements
with ASCAP and SESAC through 2016, We do not have a definitive agreement with BMI and continue to operate under an interim agreement,
There can be no assurance that the rovalties we pay to ASCAP, SESAC and BMI will not increase upon expiration of these arrangements,

Under the Digital Performanee Right in Sound Recordings Act of 1995 and the Digital Millennium Copyright Act of 1998, we pay
royalties to copynght owners of sound recordings. Those royalty rates may be established through negotiation or, if negotiation is unsuccessful,
by the CRB. Owners of copyrights in sound recordings have created SoundExchange, a collective organization, to collect and distribute
rovalties. SoundExchange is exempt by statute from ULS. antitrust laws and exercises signmificant market power m the heensing of sound
recordings.

A rate setting proceeding commenced in January 2011, and, if negotiations with SoundExchange prove unsuceessful, new rovalty rates
will be determined by the CRE and will be effective for the five-year period beginning in 2013, In November 2011, we filed our direct case in
that proceeding and requested the CRB to set a rovalty rate pavable by us under the statutory license covering the performance of sound
recordings over our satellite radio services at less than 7% of our gross revenues, subject to certain exclusions. In November 2011,
Soundlxchange also filed a direet case in the proceeding and requesied the CRB 1o set a rovalty rate under the statutory license of imtally
12%, increasing by 2% each year duning the term and up to a maximum of 20%, of our gross revenues. A heanng before the CRB in this
proceeding is scheduled to commence in 2012

Failure to comply with FCC requirements could damage onr business.

We hold FCC licenses and authorizations to operate commercial satellite radio services in the United States, including authorizations for
satellites and terrestrial repeaters, and related authorizations. The FCC generally grants licenses and authorizations for a fixed term. Although
we expect our licenses and authorizations Lo be renewed in the ordinary course upon their expiration, there can be no assurance that this will be
the case. Any assignment or transfer of control of any of our FCC licenses or authorizations must be approved in advance by the FCC.

The operation of our satellite radio systems is subject to significant regulation by the FCC under authority granted through the
Communications Act and related federal law. We are required, among other things, to operate only within specified frequencies; to meet certain
conditions regarding the interoperability of our satellite radios with those of other licensed satellite radio systems; o coordinate our satellite
radio services with radio svstems operating in the same range of frequencies in neighboring countries; and to coordinate our communications
links to our satellites with other systems that operate in the same frequeney band. Non-compliance by us with these requirements or other
conditions or with other apphicable FCC rules and regulations could result in fines, additional license conditions, heense revocation or other
detrimental FCC actions. There 15 no guarantee that Congress will not modify the statutory framework governing our services, or that the FCC
will not modify 1ts rules and regulations in a manner that would have a material impact on our operations.

The terms of our licenses, the order of the FCC approving the Merger, and the consent decrees we entered into with the FCC require us {o
meet certan conditions, Non-complianee with these conditions could result in fines, additional license conditions, license revocation or other
detnmmental FCC actions,
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The unfavorable outcome of pending or future litigation could have a material adverse effect.
We are parties to several legal proceedings arising oul of various aspects of our business, including class action lawsuits alleging
violations of state consumer protection statutes. We are defending all claims against us. The outcome of these proceedings may not be
favorable, and an unfavorable outcome may have a material adverse effect on our business or financial resulis.

Rapid technological and industry changes could adversely impact our services.

The audio entertainment industry is charactenized by rapid technological change, frequent product innovations, changes in customer
requirements and expectations, and evolving standards, 1" we are unable 1o keep pace with these changes, our business may not succeed,
Products using new technologies, or emerging industry standards, could make our technologies less competitive in the marketplace.

Failure of other third parties to perform could adversely affect our business.
Our business depends, in part, on varous other third parties, including:
« manufacturers that build and distnbute satellite radios;
« companies that manufacture and sell integrated cireuits for satellite radios;
+ programming providers and on-air talent,
* retailers that market and sell satellite radios and promote subscriptions to our services: and

« vendors that have designed or built and vendors that support or operate important elements of our systems, such as our satellites and
customer service facilities,

If one or more of these third parties do not perform in a satisfactory or timely manner, our business could be adversely affected. In
addition, a number of third parties on which we depend have experienced, and may in the future experience, financial difficulties or file for
bankrupley protection. Such third parties mayv not be able to perform their obligations 10 us in a imely manner, if at all, as a result of their
financial condition or may be relieved of their obligations to us as part of seeking bankruptey protection.

We design, establish specifications, source or specify parts and components, and manage various aspects of the logistics and production
of radios. As a result of these activities, we may be exposed to liabilities associated with the design, manufacture and distribution of radios that
the providers of an entertainment service would not customarily be subject to, such as habilities for design defeets, patent infringement and
compliance with applicable laws, as well as the costs of returned product.

Changes in consumer protection laws and their enforcement conld damage our business.

We engage n extensive marketing efforts to attract and retain subsenbers to our services, We employ a wide varety of communications
tools as part of our marketing campaigns, including telemarketing efforts; print, television, radio and online advertising; and email solicitations.

Consumer protection laws, rules and regulations are extensive and have developed rapidly, particularly at the State level. Consumer
protection laws in certain jurisdictions cover nearly all aspects of our marketing efforts, including the content of our advertising, the terms of
consumer offers and the manner i which we communicate with subsenbers and prospective subsenibers. We are engaged n considerable
efforis to ensure that all our activities comply with federal and state laws, rules and regulations relating to consumer protection, including laws
relating to privacy. Modifications to federal and state laws, rules and regulations concerning consumer protection, including decisions by
federal and state courts and agencies mterpreting these laws, could have an adverse impact on our ability to attract and retain subscnibers to our
services. While we monitor the
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changes in and nterpretations of these laws in consumer-related settlements and decisions, and while we believe that we are in matenal
compliance with applicable laws, there can be no assurances that new laws or regulations will not be enacted or adopied, preexisting laws or
regulations will not be more strietly enforeed or that our vaned operations will continue to comply with all apphicable laws, which might
adversely affect our operations.

A Multistate Working Group of 30 State Attorneys General, led by the Attorey General of the State of Ohio, 1s investigating certain of
our consumer practices. The investigation focuses on practices relating o the cancellation of subscriptions; automatic renewal of subseriptions;
charging, billing, collecting, and refunding or crediting of pavments from consumers; and soliciting customers. A separate investigation into
our consumer practices 1s being conducted by the Attorneys General of the State of Flonda and New York. In addition, the Attormey General of
the State of Missourn has commenced an action against us regarding our telemarketing practices to residents of the State of Missouri.

Interruption or failure of our information technology and communications systems could negatively impact our results and our brand.

We operate a complex and growing business. We offer a wide variety of subscription packages at different price points. Our business is
dependent on the operation and availability of our information technology and communication systems and those of third party service
providers. Anv degradation in the quality, or any failure, of our systems could reduce our revenues, cause us to lose customers and damage our
brand. Although we have implemented practices designed o maintain the availability of our information technology systems and mitigate the
harm of any unplanned interruptions, we do not have complete redundaney for all of our information technology svstems, and our disaster
recovery planning cannot anticipate all eventualities. We occasionally experience unplanned outages or technical difficulties. We could also
experience loss of data or processing capabilities, which could cause us o lose customers and could materially harm our reputation and our
operating results,

We are involved i continuing efforts to upgrade and mamtain our information technology systems, These mantenance and upgrade
activities are costly, and problems with the design or implementation of svstem enhancements could harm our business and our results of
operations.

Owr data centers and our information technology and communications systems are vulnerable to damage or interruption from natural
disasters, malicious attacks, fire, power loss, telecommunications failures, computer viruses or other altempts to harm our systems.

I hackers were able 1o circumvent our security measures, we could lose proprietary information or personal information or experience
significant disruptions. If our systems become unavailable or suffer a security breach, we may be required to expend significant resources 1o
address these problems, including notifieation under various federal and state data privacy regulations, and our reputation and operating resulis
could suffer.

We rely on imternal systems and external systems maintained by manufacturers, disiributors and service providers to take, fulfill and
handle customer service requests and host certain online activities. Any interruption or failure of our internal or external systems could prevent
us from servicing customers or cause data o be unintentionally disclosed.

If we fuil to protect the security of personal information about our customers, we conld be subject to cosily government enforcement
actions or private litigation and our reputation could suffer.

The nature of our business involves the receipt and storage of personal information about our subscribers. [f we experience a data secunity
breach, we could be exposed to government enforcement actions and private lingation. In addition, our subscribers and potential customers
could lose confidence in our ability o protect their personal information, which could cause them to discontinue usage of our services, Such
events could lead to lost future sales and adversely affect our results of operations.

16



We may from time to time modify our business plan, and these changes could adversely affect us and our financial condition.

We regularly evaluate our plans and strategy. These evaluations often result in changes to our plans and strategy, some of which may be
material. These changes i our plans or strategy may include: the acquisition or termination of unique or compelling programming; the
introduction of new fealures or services, signilicant new or enhanced distribution arrangements; investments in infrastructure, such as satellites,
cquipment or radio spectrum; and acquisitions of other businesses, including acquisitions that are not directly related to our satellite radio
business,

ur substantial indebtedness conld adversely affect onr operations and conld limit our ability to react to changes in the econemy or onr
ineustry.

As of December 31, 2011, we had an aggregate principal amount of approximately $3.1 billion of indebtedness. Our substantial
mdebtedness has important consequences, For :.:.\':lmplc, i

+ increases our vulnerability 1o general adverse economic and industry conditions;

* requires us to dedicate a portion of our cash flow from operations to payments on indebtedness, reducing the availability of cash [Tow
to fund capital expenditures, marketing and other general corporate activities;

* limits our ahility to borrow additional funds or make capital expenditures;
* limits our flexibility in planning for, or reacling to, changes in our business and the audio entertainment industry; and

= may place us at a competitive disadvantage compared to other competitors.

The nstruments govermning owr indebtedness contam covenants that, among other things, place certain limitations on our abality to mcur
more debt, pay dividends, make distributions, make investments, repurchase stock, create liens, enter into transactions with affiliates, enter into
sale lease-back transactions, merge or consolidate, and transfer or sell assets. Failure to comply with the covenants associated with this deli
could result in an event of default, which, if not cured or waived, could cause us to seck the protection of the bankruptey laws, discontinue
operations or seek a purchaser for our business or asscis.

(ur broadeast studios, terrestrial repeater networks, satellite uplink fucilities or other ground facilities could be damaged by natural
catastrophes or terrorist activities.

Aq earthquake, tomado, [ood, terrorist attack or other catastrophic event could damage our broadeast studios, terrestnal repeater
networks or satellite uplink facilities, interrupt our serviee and harm our business.

Any damage to the satellites that transmit to our terrestnal repeater networks would likely result in degradation of the affected service for
some subscribers and could result in complete loss of service in certain or all areas. Damage to our satellite uplink facilities could result in a
complete loss of either of our services until we could transfer operations to suitable back-up facilities.

Electromagnetic interference from others could damage our business.

Our satellite radio service may be subject 1o interference caused by other users of radio frequencies, such as RF Lighting, ultra-wideband
technology and Wireless Communications Serviee (“WCS™) users. The FCC has approved modifications to the mules governing the operations
of WCS devices in the spectrum adjacent to satellite radio, including rule changes that facilitate mobile broadband services in the WCS
frequencies. We have opposed certain of the changes out of a concem for their impact on the reception of satellite radio service, and have filed
a petition with the FCC asking the Commission (o reconsider certain of the changes. We cannot predict the outcome of our petition for
reconsideration. The ultimate impact of certain of these rules changes on satellite
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radio reception 1s impossible to predict and dependent on numerous factors outside of our control, such as the design and implementation of
WS systems and devices, the applications deployed through WCS deviees, and the number of WCS devices ultimately adopied by consumers.

Our business may be impaired by third-party intellectual property rights.

Development of our systems has depended upon the intellectual property that we have developed, as well as intellectual property licensed
from third parties. If the intellectual property that we have developed or use 1s not adequately protecied, others will be permitied to and may
duplicate portions of our systems or services without hability, In addition, others may challenge, invalidate, render unenforceable or circumvent
our intellectual property rights, patents or existing licenses or we may face significant legal costs in connection with defending and enforcing
those intelleetual property rights, Some of the know-how and technology we have developed, and plan to develop, 1s not now, nor will it be,
covered by 1.5, patents or trade secret protections. Trade secret protection and contractual agreements may not provide adequate protection if
there is any unauthorized use or disclosure. The loss of necessary technologies could require us to substitute technologies of lower quality
performance standards, at greater cost or on a delayed basis, which could harm us,

Other parties may have patents or pending patent applications, which will later mature into patents or inventions that may block our
ability to operate our system or license technologies. We may have to resort to litigation to enforce our rights under license agreements or to
determine the scope and validity of other parties” proprietary rights in the subject matter of those licenses. This may be expensive and we may
not succeed 1n any such litigation.

Third parties may assert claims or bring suit against us for patent, trademark or copyright infringement, or for other infringement or
misappropriation of mtellectual property nghts. Any such htgation could result in substantial cost, and diversion of effort and adverse findings
in any proceeding could subject us to significant liabilities to third parties; require us to seek licenses from third parties; block our ability to
operate our systems or license our technology; or otherwise adversely aflect our ability o successfully develop and market our satellite radio
systems.

Liberty Media Corporation has significant influence over onur business and affairs and its imterests may differ from ours.

Liberty Media Corporation holds preferred stock that is convertible mto 2,586,976,000 shares of common stock. Pursuant to the terms of
the preferred stock held by Liberty Media, we cannot take certain actions, such as certain 1ssuances of equity or debt securities, without the
consent of Liberty Media. Additionally, Liberty Media has the right o designate a percentage of our board of directors proportional o its
interest. As aresult, Liberty Media has sigmificant influence over our business and alfairs, The interests of Liberty Media may differ from our
interests, The extent of Liberty Media's stock ownership in us also may have the effect of discouraging offers 1o acquire control of us. Under
its iInvestment agreement, Liberty Media is subject to certain standstill provisions which expire in March 2012,

Cuer net operating loss carrpforvards could be substantially limited if we experience an ownership change as defined in the Internal
Revenue Code,

We have generated a federal net operating loss canmy forward of approximately $7.8 billion through the year ended December 31, 2011,
and we may generate net operating loss carryforwards in future years,

Section 382 of the Internal Revenue Caode of 1986, as amended (the “Code™). contains rules that limit the ability of a company that
undergoes an ownership change, which is generally any change in ownership of more than 30% of its stock over a three-year period, 1o utilize
its net operating loss carry forwards and certwin built-in losses recognized in years after the ownership change. These rules generally operate by
focusing on ownership changes among stockholders owning directly or indirectly 5% or more of the stock of a company and any change in
ownership arising from a new issuance ol stock by the company.,
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It we undergo an ownership change for purposes of Section 382 as a resuli of future transactions involving our common stock, including
purchases or sales of stock between 3% stockholders, our ability to use our net operating loss carrvforwards and o recognize certain buili-in
losses would be subjeet to the limitations of Section 382, The limitation on our ability (o utilize tax losses and credit carry forwards ansing from
an ownership change under Section 382 would depend upon the value of our equity at the time of any ownership change. Given our current
market capitalization, any future ownership change will not negatively impact our ability to fully utilize our existing net operating losses within
the carryforward period. If we were to experience a significant decrease in equity value it is possible that a portion of our tax losses and credit
carrytorwards could expire before we would be able to use them to offset future taxable income,

Special Note About Forward-Looking Statements

We have made various statements in this Annual Report on Form 10-K that may constitute “forward-looking statements™ within the
meaning of the Private Securities Litigation Reform Act of 1995, Forward-looking statements may also be made in our other reports [iled with
or furnished to the SEC, in our press releases and in other documents. In addition, from time to time, we, through our management, may make
oral forward-looking statements. Forward-looking statements are subject to risks and uncertainties, including those identified above, which
could cause actual results to differ materially from such statements. The words “will likely result,” “are expected to,” “will continue,” “is
anticipated,” “estimated,” “believe,” “intend,” “plan,” “mav,” “should,” “eould.” “would,” “likely,” “projection,” “outlook™ and similar
expressions are intended to identily forward-looking statements. We caution vou that the risk factors described above are not exclusive. There
may also be other risks that we are unable to predict at this time that may cause actual results to differ materially from those in forward-looking
statements. New factors emerge from time to time, and it is not possible for us to predict which will arise or to assess with any precision the
impact of each factor on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially
from those contained in any forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date on which they are made, We undertoke no obligation to update publicly or revise any forward-
looking statements.

ITEM IB. UNRESOLVED STAFF COMMENTS

None,

ITEM 2. PROPERTIES
Below is a list of the pnincipal properties that we own or lease:

Location Purpose OwndLense
New York, NY Comporate headquarters and Lease
studio/production facilitics
New York, NY Office facilities Lease
Washington, DC Office and studio/production faciliies Own
Washington, DC Office facilities and data eenter Ohn
Lawrenceville, NJ Office and technical/engineering facilities Lease
Dieerfield Beach, FL Office and technical/engineering facilities Lease
Farmingion Hills, Ml Office and technical/engineering facilities Lease
MNashwville, TN Studio/production facilities Lease
Vemon, NJ Technical/engineering facilities Own
Ellenwood, GA Technical/engineering facilities Lease
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We also own or lease other small facilities that we use as offices for our advertising sales personnel, studios and warehouse and
mainienance space. These facilities are not material to our business or operations. We also lease properties in Panama and Ecuador that we use
as earth stations to command and control satellites.

In addition, we lease or license space al over 630 locations for use in connection with the terrestrial repeater netwaorks that support our
satellite radio services. In general, these leases and licenses are for space on building roofiops and communications towers, None of these
individual arrangements is material to our business or operations.

ITEM 3. LEGAL PROCEEDINGS

State Consumeer Investigations . A Multistate Working Group of 30 State Attornevs General, led by the Attorney General of the State
of Ohio, is investigating certain of our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions;
automatic renewal of subscriptions. charging, billing, collecting, and refunding or crediting of paymenis from consumers; and soliciting
cuslomers,

A separate investigation into our consumer practices is being conducted by the Attomeys General of the State of Florida and the State of
Mew York, In addition, in September 2010, the Attorney General of the State of Missoun commenced an action against us in Missouri Cireuit
Court, Twentv-Second Judicial Circuit, 5t. Louis, Missouri, alleging violations of various consumer proiection statutes, including the Missoun
Telemarketing No-Call List Act. The suit secks, among other things, a permanent injunction prohibiting us from making, or causing 1o be
made, telephone solicitations to our subseribers in the State of Missouri who are on Missouri s no-call list, statutory penalties and
reimbursement of cosis,

We are cooperating with these investigations and believe our consumer practices comply with all applicable federal and state laws and
regulations.

Carl Blessing et al. v. Sivins XM Radio Inc . We have settled the case titled Carl Blessing et al. v. Sirus XM Radio Inc. and the
settlement has been approved by the United States District Court for the Southern District of New York. Notices of appeal have been filed by
11 individuals seeking to overturn the settlement.

In December 2009, Carl Blessing, a subsenber, filed o lawsuit against us in the United States Distniet Court for the Southern Distriet of
MNew York. Mr. Blessing and several other plainuiffs purported to represent all subscribers who were subject 1oz an inerease in the price for
additional-radio subseriptions from $6.99 1o $8.99, the imposition of the 1S Music Rovalty Fee; and the elimination of our free Internet
service. The suit claimed that the pricing changes showed that our merger with XM lessened competition or led to 8 monopoly in violation of
the Clayton Act and that the merger led 1o monopolization in violation of the Sherman Act. Earlier the Count dismissed the plainufls’ claims
for breach of contract and granted our motion for summary judgment as to various state law claims.

As part of the settlement, we agreed to: not raise the price of our basic satellite radio service or other programming packages or our
Internet services: nol increase our LS Music Rovalty Fee: or not decrease our multi-radio discount prior to January 1, 2012, Existing
subseribers were also permitted o renew their current subscription plans at current rates prior 1o December 31, 201 1. Former subscribers who
terminated their subseriptions after July 29, 2009 are entitled to receive, at their election, either: one month of our basic satellite radio service or
one month of our Internet service, at no charge, We also paid the costs of providing notice 1o the plaintift class and reimbursed counsel for the
plaintiffs for $13 million of their fees and expenses.

e Twelve, Inc. and Don Buchwald v. Sivius XM Radio Inc . In March 2011, One Twelve, Inc., Howard Stem’'s production company,
and Don Buchwald, Stemm’s agent, commenced an action against us in the Supreme Court of the State of New York, County of New York. The
action alleges that, upon the Merger, we failed to honor our obligations under the performance-based compensation provisions of our prior
agreement dated
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Oetober 2004 with One Twelve and Buchwald, as agent: One Twelve and Buchwald each assert a claim of breach of contract. More
specifically, the complaint alleges that subseribers (o the XM Satellite Radio service should have been counted as “Sirius subscribers”
following the Merger for purposes of provisions entithing One Twelve and Buchwald to compensation in the event that the number of “Sirus
subscribers” exceeded the projected growth amounts of Sirius subscribers by certain magnitudes specified in the 2004 agreement for each vear
of that agreement. The suil secks damages, plus interest and costs, in an amount (o be determined. We believe that the claims are withoul merit
and intend to vigorously defend this action,

We filed a motion for summary judgment on the basis that the 2004 agreement 1s unambiguous; specilically, that the term “Sirius
subscribers,” as used in the 2004 agreement, does not include subscribers to XM Satellite Radio following the Merger and, as a result, One
Twelve and Buchwald were not entitled to additional compensation for exceeding projected growth amounts of Sirius subseribers. The Court
heard oral argument on our motion for summary judgment n September 2011,

Other Matters . In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including
derivative actions; actions filed by subscribers, both on behalf of themselves and on a class action basis; former employees; parties to contracls
or leases, and owners of patents, trademarks, copyrights or other intellectual property. None of these other actions are, in our opinion, likely to
have a matenial adverse effeet on our business, financial condition or results of operations.

ITEM 4.  MINE SAFETY DISCLOSURES
Not applicable.
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PARTII
ITEMS. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the MNasdaq Global Select Market under the symbol “SIR1.™ The following table sets forth the high and
low =ales price for our common stoek, as reported by Nasdag, for the penods indicated below:

Hiﬂ Lasw

Year ended December 31, 2000

First Quarter $1.18 g0.61

Second Quarter 1.25 .84

Third Quarter 1.20 090

Fourth Quarter 1.69 .18
Year ended December 31, 2011

First Quarter $1.88 £1.49

Second Quarter 244 1.62

Third Quarter 235 1.44

Fourth Quarter 1.92 1.27

Om February 7, 2012, the closing sales price of our common siock on the Nasdaq Global Select Market was $2.12 per share. On February
7, 2012, there were approximately 11,459 record holders of our common stock.

We have never paid cash dividends on our common stock. Our ability to pay dividends on our common stock 15 cwrrently limited by
covenants under our debt agreements. It is currently our intention to retain camings, if any, for use in our business. Our board of directors
discusses allernative uses ol cash based on a variety of factors such as working capital levels, our debt repayment obligations or repurchase of
our debt, our eash requirements for acquisitions, and our returm of capital to shareholders. See Note 13 to our consolidated financial statements
included in this Annual Report on Form 10-K,

22



COMPARISON OF CUMULATIVE TOTAL RETURNS

Set forth below is a graph comparing the cumulative performance of our common stock with the Standard & Poor’s Composite-500 Stock
Index, or the S&P 500, and the NASDAQ Telecommunications Index from December 31, 2006 to December 31, 2011. The graph assumes that
$100 was invested on December 31, 2006 in each of our common siock, the S&P 300 and the NASDAQ Telecommunications Index, There
were no dividends declared during these periods,
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Stockholder Return Performance Table
Masdag
Telecommunications
Index S 500 Index Sirius XM Radio Ine,
December 31, 2006 % 100.00 $  100.00 $ 100.00
December 31, 2007 $ 109.17 $ 103,33 b 83.59
December 31, 2008 % 62.25 $ 63.69 % 339
December 31, 2009 $ 9227 b 78.62 $ 16.95
December 31, 2010 $ 95.89 $ 88.67 3 46.05
December 31, 2011 b 83.79 B 88.67 b 31.41
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Equity Compensation Plan Information

Mumber of
Securities
Number of Remaining Available
Securitics to be Weighted-Average
Issued upan for Fulure Issuance
Exercise of Exercise Price of under Equity
Dutstanding Outstanding Com pensal lon
Options, Warranis Options, Warrants Plans {excluding
Securities Heflected
and Hights and Rights in Column (a))
Plan catesory [E1) iy e
{xhares in thowsands)
Equity compensation plans approved by
security holders 462,086 B 1.32 197,606
Equity compensation plans not approved by
security holders - — —
Total 462,086 b 1.32 197.606

ITEM 6. SELECTED FINANCIAL DATA

O selected financial data set forth below with respect to the consolidated statements of operations for the vears ended December 31,
2011, 2010 and 2009, and with respect to the consolidated balance sheets at December 31, 2011 and 2010, are denved from our audited
consolidated financial statements included in Item 8 of this Annual Report on Form 10-K. Our selected financial data set forth below with
respect 1o the consolidated statements of operations for the years ended December 31, 2008 and 2007, and with respect to the consolidated
balance sheets at December 31, 2009, 2008 and 2007 are denved rom our audited consolidated financial statements, which are not included in
this Annual Report on Form 10-K. This selected financial data should be read in conjunction with the Consolidated Financial Statements and
related notes thereto included in [tem 8 of this Annual Report on Form 10-K and “Management’s Discussion and Analysis of Financial

Condition and Results of Operations” included in Item 7 of this Annual Report on Form 10-K.

As of and for the Years Ended December 31,

2011 2010 200N 1} 2O08(1)(2)

2007

{in theneands, except per share data)

Statements of Operations Data:

Total revenue

Met income (loss) attributable to common steckholders
Net income (loss) per share — basic

Net income (loss) per share — diluted

Weighted average common shares outstanding — bhasic
Weighted average common shares outstanding — diluted
Balance Sheet Data:

Cash and cash equivalents

Restricted investments

Total assets

Long-term debt, net of current portion
Stockholders” equity (deficit)(3)

$£3.014,524
£ 426,961
$ 0.1
% 0.07
3,744 606
6,500,822

§ 773,990
$ 395973
$7.495 996
$3.012,351
$ 704.145

$2.816,992
£ 43055
b 0.01
b 0.0
3,693,259
6,391,071

% 586691
£ 339
£7.383 086
£3,021,763
£ 207.636

$2.472.638
$ (538,226)
£ (013
$ {0.15)
3,585 864
3,585,804

b 383,489
3400
$7,322.206
$3,063,281
$ 95522

$ 1,663,992
$(3,316,910
$ (2.45)
$ {2.45)
2169489
2,169,489

$ 380440
$ 141250
$ 7521075
% 2820,781
£ 75875

$ 922066
$ (565.252)
0 (0.39)
b3 {0.39)
1.462.967
1,462,967

b 438820
F 53.000
B1,687 231
$1,271.699
$ (792.737)

(1) The 2009 and 2008 results and balances reflect the adoption of ASU 200915, Aecownting for Chn-Sharve Lending Arrangements in
Contemplation of Convertible Debt Issuance or Other Financing .

{2) The 2008 results and balances reflect the results and balances of XM Satellite Radio Holdings Inc. from the date of the Merger and a

$4.766,190 goodwill impairment charge.

{3} Mo cash dividends were declared or paid in any of the periods presented,
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ITEM 7. MANAGEMENT'S INSCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Annual Report on Form 10-K comtains forward-fooking statemenis within the meaning of the Private Securities Litigation Reform
Act of 1995, derval results and the timing of events could differ materially from those profected in forward-looking siatements due 1o a mimber
of factors, including those described wnder “ltem 14 — Risk Factors " and elsewhere in this Annual Report. See “Special Note Regarding
Forward-Looking Statements. "

AN dolfar amonnts referenced in this frem 7 ave in thousands, unless otherwise stated)

Executive Summary

We broadeast our musie, sports, enteriainment, comedy, talk, news, traffic and weather channels in the United States on a subscription fee
basis through two proprietary satellite radio systems, Subscribers can also recerve certain of our music and other channels over the Internet,
including through applications for mobile devices.

We have agreements with every major automaker (“OEMs") to offer satellite radios as factory- or dealer-installed equipment in their
vehicles. We also distribute our satellite radios through retail locations nationwide and through our website. Satellite radio services are also
offered to customers of certain dmly rental car companies.

As of December 31, 2011, we had 21,892,824 subscribers. Our subscriber totals include subseribers under our repular pricing plans;
discounted pricing plans; subscribers that have prepaid, including payvments either made or due from automakers for subscriptions included in
the sale or lease price of a vehiele; activated radios in daily rental fleet vehieles; certain subscribers (o our Internet services; and certain
subsenbers to our weather, traffie, data and video services,

Or primary source of revenue 15 subscription fees, with most of our customers subseribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subseniption plans, as well as discounts for multiple subscriptions on ¢ach
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Backseat TV, data and weather services,

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and pre-owned vehicles. The
length of these prepaid subscriptions varies, but 1s typically three to twelve months. In many cases, we receive subscription payvments from
automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with satellite radios
mstalled n their vehicles,

We also have an equity interest in the satellite radio services offered in Canada. Subseribers to the Sirius XM Canada service are not
mncluded in our subscriber count. In June 2011, Canadian Satellite Radio Holdings Inc. (“CSR™), the parent company of XM Canada, and Sirius
Canada completed a transaction to combine their operations (“the Canada Merger™).
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Actual Results of Operations

Set forth below are our results of operations for the vear ended December 31, 2011 compared with the vear ended December 31, 2000 and
the vear ended December 31, 2010 compared with the vear ended December 31, 2004,

2011 vs 2010 2010 vs 2009
For the Years Endel December 31, Change Change
2011 2010 20y Amuount Y Mmoot Yo
Revenue:
Subscriber revenue $2.595.414 £2.414,174 $2,287.503 £181,240 8% 5126671 %
Advertising revenue, net of agency fees 73,672 64,517 51,754 9,155 1 4% 12,763 25%
Equipment revenue 71,051 71,355 50,352 (304) (0%) 21,003 42%
Other revenue 274,387 266,946 83.029 7441 3% 183,917 222%
Total revenue 3.014,524 2,816,992 2472638 197,532 7% 344 354 4%
Operaling expenses:
Revenue share and rovalties 471,149 435,410 397.210 35,739 2% 38,200 10%%
Programming and content 281,234 305,914 308,121 (24,680) (B9 {2,207) (1%)
Customer service and billing 259.719 241.680 234,456 18,039 T% 7,224 KRl
Satellite and transmission 73.902 80,947 84,033 (3,045) (6%%) (3,086) (4%)
Cost of equipment 33.095 35.281 40,188 (2,186) (%) (4,907) (12%)
Subseriber acquisition costs 434,482 413,041 340,506 21,441 5% 712,535 21%
Sales and marketing 222773 215454 228 956 7.319 1% (13,502) (6%)
Engineering, design and development 53,435 45,390 41,031 R.045 1 8% 4,359 11%
General and administrative 238,738 240,970 227.554 (2.232) (1%) 13,416 6%
Depreciation and amortization 267,880 273,691 308,450 (3811 (2%) (35,759 {(12%)
Restructuring, impairmentis and related
cosls — 3, B0 32,807 {6:3,8000) {1055} 30 993 94 %%
Total operating expenses 2,338,407 2.351.578 2244312 (13.171) (1%) 107.266 3%
Income from operations 676,117 465414 228326 210,703 43% 237 088 104%
Other income (expense):
Interest expense, net of amounts capitalized (304,938) (295.643) (315.668) (9.295) (3%) 20,025 6%
Loss on extinguishment of debt and eredit
facilities, net (7.206) (120,120) (267,646) 112,914 949% 147,326 35%
Interest and investment income (loss) 73,970 i3,373) 5576 79,345 nm (109351 (196%)
Other imcome 3,252 3,399 3.355 (147) (4%) 44 1%
Total other expense (234,922) (417,739 (374.383) 182817 4495 156,644 27%
Income (loss) before mcome taxes 441,195 47675 (346,057) 393,520 825% 393,732 114%
Income tax expense (14.234) (4.6201 (5.981) (9.614) (208%) 1,361 23%
Net income (loss) 426,961 43,055 (352,038) 383,906 8929% 395093 112%
Preferred stock beneficial conversion feature — — (186, 188) — —% 186,188 i
Net mcome (loss) atinbutable 10 common
stockholders $ 426,961 $ 43055 b £53 8.226) $383.906 802%  $581.281 108%

nm — not meaningful

26



Total Revenue

Subseriber Revepue mcludes subscription fees, activation and other fees,

* 2001 vs. 2000  Forthe vears ended December 31, 2011 and 2010, subscriber revenue was $2,595 414 and $2,414,174, respectively,
an increase of 8%, or $181,240. The increase was primarily attributable to an increase of 8% in daily weighted average subseribers and
an inerease in sales of premium services, including Premier packages, data services and Internet subseriptions, partially offset by the
impact of subscription discounts offered through customer acquisition and retention programs,

o 200 vs, 2009 : For the years ended December 31, 2010 and 2009, subscriber revenue was $2,414,174 and $2 287 503, respectively,
an increase of 6%, or $126,671, The merease was primarily attributable to a 3% nerease in daily weighted average subscribers; an
increase in the sales of premium services, including Premier packages, data services and Internet subseniptions; decreases in discounts
on multi-subseription and Internet packages and a $32,159 deerease in the impact of purchase price accounting adjustments
attributable to acquired deferred subscriber revenues, partially offset by an increase in the number of subscribers on promotional plans.

The future gronwth of subscnber revenue will be dependent upon the growth of our subseriber base, conversion and chumn rates,
promotions, rebates offered to subscribers and corresponding take-rates, plan mix, subscription prices and identification of additional revenue
streams Irom subscribers. We inereased certain of our subseription rates beginning January 2012

Advertising Revemie includes the sale of advertising on our non-music channels, net ol ageney fees. Ageney fees are based on a
contractual percentage of the gross advertising billing revenue.

= 2001 vs, 2000 Forthe vears ended December 31, 2011 and 2010, advertising revenue was $73,672 and $64,517, respectively, an
increase of 14%, or $9,155. The increase was primarily due o greater demand for audio advertising resulting m increases in the
number of advertising spots sold as well as the rate charged per spoi.

o 2000 ws 2009 0 For the vears ended December 31, 2010 and 2009, advertising revenue was $64,517 and $31,754, respectively, an
merease of 25%, or $12,763. The increase was primarily due to more effective sales efforts and improvements in the national market
for advertising.

Our advertising revenue is subject to fluctuation based on the effectiveness of our sales efforts and the national economic environment,
We expect advertising revenue o increase as advertisers are atiracted by the growth in our subseriber base.

Egquipment Revenue includes revenue and rovalties from the sale of satellite radios, components and accessories,

= 2001 vs 2000 Forthe vears ended December 31, 2011 and 2010, equipment revenue was $71,051 and $71,353, respectively, a
decrease of $304. The decrease was driven by a reduction in aftermarket hardware subsidies earned, partially oftset by increased
rovalties from higher OEM production.

= 2000ws. 2009 For the vears ended December 31, 2010 and 2009, equipment revenue was $71,355 and $50,352, respectively, an
increase of 42%, or $21,003. The increase was driven by rovalties from increased OEM production and subsidies earned on
aftermarket radios and accessories.

We expect equipment revenue Lo fluctuate based on OEM production for which we receive rovalty payvments for our technology and, 1o a
lesser extent, on the volume and mix of equipment sales in our direct to consumer business.

Other Revenue includes amounts eamed from subscribers for the U.S. Music Royalty Fee, revenue from our Canadian affiliate and
ancillary revenues.

o 2004 vs, 2000 - For the years ended December 31, 2011 and 2010, other revenue was $274,387 and $266,946, respectively, The
$7.441 increase was pnmanly due o inereased rovalty revenue from Sirus

27



XM Canada. While the number of subscribers subject to the 1U.S. Music Rovalty Fee increased. that increase was offset by a reduction
in December 2010 in the rate charged on primary subscriptions.

2000 ws, 200% : For the vears ended December 31, 2010 and 2009, other revenue was $266, 946 and $83,029, respectively. The
$183,917 increase was primarily due to the full year impact of the 1.5, Music Royalty Fee introduced in the third quarter of 2004,

Other revenue 1s dependent upon the amount of the U.S. Music Rovalty Fee and revenues from our Canadian affiliate, Other revenue will
Muctuate as additional subscribers become subject to the 1S, Music Rovalty Fee and based on the performance of our Canadian alTiliate.

Operating Expenses
Revenwe Sharve and Rovalties include distribution and content provider revenue share, advertising revenue share, residuals and broadcast
and web streaming royalties. Residuals are monthly fees paid based upen the number of subseribers using satellite radios purchased from
retailers. Advertising revenue share is recognized in revenue share and rovalties in the period in which the advertising is broadeast,

2001 vs. 2000 2 For the vears ended December 31, 20011 and 2010, revenue share and royalties were $471, 149 and $435.410,
respectively, an increase of 8%, or $35,739. For the year ended December 31, 2011, revenue share and royalties remained flat as a
percentage of total revenue. The increase in revenue share and rovalties was primarily attributable to a 14% increase in our revenues
subjeet o rovalty and/or revenue sharing arrangements and a 7% inecrease in the statwtory rovalty rate for the performance of sound
recordings, partially offset by a $18,974 increase in the benefit 1o eamings from the amortization of deferred credits on executory
contracts initially recognized in purchase price accounting associated with the Merger.

2000 vs, 2009 0 For the vears ended December 31, 2010 and 2009, revenue share and royaliies were $435,410 and $397.210,
respectively, an nerease of 10%, or $38,200, For the vear ended December 31, 2010, revenue share and rovalties decreased as a
percentage of total revenue. The inerease in revenue share was primarily attributable 1o a 12% increase in our revenues subject o
rovally and/or revenue shanng arrangements and an 8% increase in the statutory rovalty rate for the performance of sound recordings,
partiallv offset by a decrease in the revenue sharing rate with an automaker and a $18, 187 increase in the benefit to eamings from the
amorlization of deferred eredits on executory contracts initially recognized in purchase price accounting associated with the Merger.

We expect our revenue share and royalty costs (o inerease as our revenues grow and as a result of statutory increases in the royalty rate
for the performance of sound recordings. Under the terms of the Copynight Rovalty Board’s decision, we paid royalties of 7.5% and 7.0%6 of
gross revenues, subject o certain exclusions, for the vears ended December 31, 2011 and 2010, respectively, and will pay rovalties of 8.0% for
2012, The deferred credits on executory coniracts initially recognized in purchase price accounting associated with the Merger are expected 1o
provide inereasing benefits to revenue share and royalties through the expiration of the acquired executory contracts, principally in 2012 and

2013,

Programming and Content includes costs to acquire, create, promote and produce content. We have entered into various agreements with
third parties for music and non-music programming that require us to pay license fees, purchase advertising on media properties owned or
controlled by the licensor and pay other guaranteed amounts.

2001 ws. 2000:  For the vears ended December 31, 2011 and 2010, programming and content expenses were $281.234 and
$305,914, respectively, a deerease of 8%, or $24,680 and decreased as a percentage of total revenue. The decrease was pnmarily due
to savings in content agreements and production costs, partially offset by increases in personnel costs and an $8,394 reduction in the
benefit to earnings from purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit on acquired programming executory contracts,
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2000 ws, 2009;  For the vears ended December 31, 2010 and 2009, programming and content expenses were $305,914 and
$308,121, respectively, a decrease of 1%, or $2,207 and decreased as a percentage of total revenue. The decrease was primarily due to
savings in content agreements and production costs, parhially ofTset by increases in personnel costs, general operating expenses and a
$14,503 reduction in the benefit to eamings from purchase price accounting adjustments associated with the Merger attributable to the
amortization of the deferred credit on acquired programming execulory conlracts.

Based on our current programming offenngs, we expect our programming and content expenses to decrease as agreements expire and are
renewed or replaced on more cost effective terms. The impact of purchase price accounting adjustments associated with the Merger attributable
to the amortization of the deferred credit on acquired programming executory contracts will continue to decline, in absolute amount and as a
percentage of reported programming and content costs, through 2013

Custamer Service and Billing includes costs associated with the operation and management of third party customer service centers, and
our subseriber management systems as well as billing and collection costs, transaction lees and bad debt expense.

2001 vs. 2008 For the years ended December 31, 2011 and 2010, customer service and billing expenses were $239,719 and
$241,680, respectively, an increase of 7%, or $18,03% and remained flat as a percentage of total revenue. The increase was primarily
attributable to an 8% increase in daily weighted average subscribers which drove higher call volume, billing and collection costs,
transaction fees, as well as increased handle ime per call and personnel costs. This increase was partially offset by lower agent rates,
fewer contaets per subscriber and lower general operating costs.

2000 vs, 2009 - For the vears ended December 31, 2000 and 2009, customer service and billing expenses were $241,680 and
$234.456, respectively, an increase of 3%, or $7,224 but decreased as a percentage of total revenue. The increase was pnmarly due to
higher call volume driven by an inerease in average subseribers and more contacts per subscriber, partially offset by lower handle time
per call and lower agent cost as a result of moving calls to lower cost locations,

We expeet our customer care and billing expenses to increase as our subscniber base grows.

Satellite and Transmission consists of costs associated with the operation and maintenance of our satellites; satellite telemetry, tracking
and control systems: terrestrial repeater networks: satellite uplink facilities; broadcast studios: and delivery of our Internet service.

-

2001 ws, 2000 0 For the vears ended December 31, 2011 and 2010, satellite and transmission expenses were $735,902 and $80,947,
respectively, a decrease of 6%, or $5,045 and decreased as a percentage of total revenue. The decrease was due to savings in repeater
expenses from network optimization along with favorable lease renewals, a reduction in satellite in-orbit insurance expense, and a
transition to more cost-effective approaches to satellite and broadeast operations.

2000 vs, 2009 :  For the vears ended December 31, 2010 and 2009, satellite and transmission expenses were $80,947 and $84.033,
respectively, a decrease of 4%, or $3,086 and decreased as a percentage of total revenue. The decrease was primanly due to savings in
repeater expenses, partially offset by increased satellite insurance costs related to our FM-5 satellite.

We expect overall satellite and transmission expenses lo increase as a resull of costs associated with our enhanced intemet-based features
and functionalitv, while costs associated with our in-orbit satellite fleet and terresirial repeater network remain relatively flat

Cost of Equipment includes costs from the sale of satellite radios, components and accessories and provisions for inventory allowance
atiributable to products purchased for resale in our direct to consumer distribution channels.

2001 vs. 2010 . For the years ended December 31, 2011 and 2010, cost of equipment was $33,095 and $35,281, respectively, a
decrease of 6%, or $2,186, and remained flat as a percentage of total revenue. The decrease was primanly due to lower volume of
direct to consumer sales,
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« 2000ws. 2009 For the vears ended December 31, 2010 and 2009, cost of equipment was $35,281 and $40, 188, respectively. a
decrease of 12%, or 34,907, and decreased as a percentage of total revenue. The decrease was primarily due to lower inventory write-
downs, lower sales through distributors and reduced costs to produce aftermarket radios.

We expect cost of equipment to vary with changes in sales, supply chain management, and inventory valuations,

Subseriber Acguisition Costs include hardware subsidies paid 1o radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a satellite radio and subscription to our service in the sale or lease price of a new vehicle: subsidies paid for
chip sets and certain other components used in manufacturing radios; device rovalties for certain radios. commissions paid to retailers and
automakers as incentives to purchase, install and activate satellite radios, product warranty obligations; freight; and provisions for inventory
allowances attributable to inventory consumed in our OEM and retail distribution channels. The majority of subscriber acquisition costs are
incurred and expensed in advance of, or coneurrent with, acquiring a subscriber. Subscriber acquisition cosis do not include advertising, loyalty
payments to distributors and dealers of satellite radios and revenue share payments o automakers and retailers of satellite radios.

» 2001 ws 2000 Forthe vears ended December 31, 2011 and 2010, subscriber acquisition costs were $434 482 and $413,041,
respectively, an inerease of 3%, or $21.441, and decreased as a percentage of total revenue. The increase was primarily a result of the
12% increase in gross subscriber additions and higher subsidies related to increased OEM installations occurring in advance of
acquiring the subseriber, partially offset by improved OEM subsidy raies per vehicle and a $6,032 inerease in the benefit to earmings
from the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

o 2000 ws, 2009 - For the years ended December 31, 2010 and 2009, subscriber acquisition costs were $413,041 and $340, 506,
respectively, an increase of 21%, or $72,535, and increased as a percentage of total revenue. The increase was primarily a result of the
25% increase in gross subseriber additions and higher subsidies related (o increased OEM installations occurring in advance of
acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and an $18.273 increase in the benefit o carnings
from the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

We expect total subscriber acquisition costs to fluctuate with increases or decreases in OEM installations and changes in our gross
subseriber additions. Declines in contractual OEM subsidy rates and the cost of subsidized radio components will also impaet total subscriber
acquisition costs, The impact of purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred eredit for acquired executory contracts will vary, in absolute amount and as a percentage of reported subscriber acquisition costs,
through the expiration of the acquired contracts, primarily in 2013, We intend to continue to offer subsidies, commissions and other incentives
to acquire subscribers,

Sales and Marketng includes costs for advertising, media and production, including promotional events and sponsorships; cooperative
marketing, subscriber communications: customer retention and personnel. Cooperative marketing costs include fixed and variable payments (o
reimburse retailers and automakers for the cost of advertising and other product awareness activities performed on our behalf.

= 2001 vs. 2000 For the vears ended December 31, 2011 and 2010, sales and marketing expenses were $222,773 and $215,454,

respectively, an increase of 3%, or $7. 319, and decreased as a percentage of total revenue. The increase was primarily due to increased
subseniber communications and retention programs associated with a greater number of subscribers and promotional trials, partially
offset by reductions in consumer advertising and event marketing.

« 2000wvs. 2009 - For the vears ended December 31, 2010 and 2009, sales and marketing expenses were $215,454 and $228,956,

respectively, a decrease of 6%, or $13.502, and decreased as a percentage of total
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revenue. The decrease was primarily due 1o reductions in consumer advertising. event marketing and third party distribution support
expenses, partially offset by additional cooperative marketing and personnel cosis.

Sales and marketing expenses will fluctuate on a quarterly basis as we launch seasonal advertising and promotional initiatives to attract
new subseribers in existing and new distribution channels, and launch and expand programs to retain our existing subscribers and win-back
former subscribers.

Engineering, Design and Development includes costs to develop chip sets and new products, research and development for broadcast
information svstems and costs associated with the incorporation of our radios into vehicles manufactured by automakers.

= 2001 vs 2000 Forthe vears ended December 31, 2011 and 2010, engineering, design and development expenses were $53,435 and

$45,390, respectively, an inerease of 18%, or $8,045, and remamned lat as a percentage of total revenue. The mcrease was primarnly
due to higher product development costs and costs related to enhanced subscriber features and functionality, partially offset by lower

share-based pavmenlt expenses.
= 20/0vs. 2009 :  For the vears ended December 31, 2010 and 2009, engineering, design and development expenses were $45,390 and
$41.031, respectively, an increase of 11%, or $4,359, and remained flat as a percentage of total revenue. The increase was primarily
due 1o higher personnel, overhead and altermarket product development costs.
We expect engineering, design and development expenses to inerease in [uture periods as we develop our next generation chip sets and
products.
Cieneral and Administrative meludes executive management, rent and oceupaney, finanee, legal, human resources, information
technology, insurance and investor relations cosis,
o 2001 ws 2000 For the years ended December 31, 2011 and 2010, general and administrative expenses were $238,73% and

$240,970, respectively, a decrease of 1%, or $2,232, and decreased as a percentage of total revenue. The decrease was primanly due 1o
lower share-based pavment expense, as well as lower general operating expenses, including rent, imsurance and information

technology costs.
= 2000vs. 2009 - For the vears ended December 31, 2010 and 2009, general and administrative expenses were $240,970 and
$227.554, respectively, an increase of 6%, or $13,416, and decreased as a percentage of total revenue. The increase was primarily due
to inereased personnel and legal costs, partially offset by lower share-based payment expense.
We expect our general and administrative expenses to increase in future periods primarily as a result of enhanced information technology
and personnel costs to support the growth of our business.
Depreciation and Amortization represents the sysiematic recognition in earnings of the acquisition cost of assets used 1n operations,
including our satellite constellations, property, equipment and intangible assets, over their estimated service lives.
o 2001 vs 2000:  For the years ended December 31, 2011 and 2010, depreciation and amortization expense was $267,880 and

$273,691, respectively, a decrease of 2%, or $5.81 1, and decreased as a percentage of total revenue. The decrease was primanly due 1o
areduction in the amoriization of subscriber relationships, partially offset by depreciation recogmized on additional assets placed in

service,
= 2000vs. 2000:  For the years ended December 31, 2010 and 2009, depreciation and amortization expense was $273 691 and
$309.450, respectively, a decrease of 12%, or $35,759, and decreased as a
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percentage of total revenue. The decrease was primarily due to a $38,136 reduction in the depreciation of acquired satellite
constellation and amortization of subscriber relationships, partially offset by depreciation recognized on additional assets placed in-
SCIVICe,

We expect depreciation expenses 10 increase in future periods as we complete construction and launch our FM-6 satellite, which will be
partially offset by reduced amortization associated with the stepped-up basis in assets acquired in the Merger (including intangible assets,
satellites, property and equipment) through the end of their estimated serviee lives, prineipally through 2017,

Restrucring, Impairments and Related Costs represents charges related to the re-organization of our staff’ and restructuring of contracts,
as well as charges related to the impairment of assets when those costs are deemed to provide no future benefit,

o 2001w 2000:  In 2011, we did not record any restructuring, impairments, and related costs. For the year ended December 31, 2010,
restructuring, impairments and related costs were $63 800 primarily due 1o the impairment of our FM-4 satellite as a result of the
launch of XM-3 in 2010, and contract terminations.

= 20/0vs. 20009:  Forthe vears ended December 31, 2010 and 2009, restructuring, impairments and related costs were $63.800 and
$32,807, respectively, an increase of 94%, or $30,993. The icrease was primarily due to the imparrment of our FM-4 satellite as a
result of the launch of XM-5 in 2010, and contract termination costs in the year ended December 31, 2010 compared to losses incurred
on capitalized installment pavments which were expected to provide no future benefit due to the counterparty 's bankruptey filing in
the vear ended December 31, 2009,

(hther Income (Expense)

Interest Expense, Net of Amounts Capitalized, includes interest on outstanding debt, reduced by interest capitalized in conneetion with the
construction of our satellites and related launch vehieles,

= 2007w 2000 For the vears ended December 31, 2011 and 2010, interest expense was $304 938 and $295,643, respectively, an
increase of 3%, or $9.295. The increase was primarily due to lower capitalized interest related 1o the construction of our satellites and
related launch vehieles, partially offset by the mix of outstanding debt with lower interest rates,

o 20 vs. 2009 © For the vears ended December 31, 2010 and 2009, interest expense was $295,643 and $315,668, respectively, a
decrease of 6%, or $20,025. The decrease was primarily due to decreases in the weighted average interest rate on our outstanding debt
in the year ended December 31, 2010 compared to the year ended December 31, 2009 and the redemption of XM's 1086 Senior PIK
Secured Notes due 2001 on June 1, 2000,

Following the launch of our FM-6 satellite, which is anticipated during the first half of 2012, the capitalization of interest expense related
to the construction of our satellites and related launch vehieles will be eliminated. As a result, we expect interest expense o increase, offset
partiallv as our outstanding debt declines due o retirements at maturity, redemptions and repurchases.

Lass on Extinguishment of Debr and Credit Facilities, Net, includes losses incurred as a result of the conversion and retirement of certain
debl
= 204ivs. 2000 : Forthe vears ended December 31, 2011 and 2010, loss on extinguishment of debt and credit facilities, net, was
$7.206 and $120, 120, respectively, o decrease of 4%, or $112,914. During the vear ended December 31, 2011, the loss was incurred
on the repayment ol our 11.23% Senior Secured Notes due 2013 and our 3.25% Convertible Notes due 201 1. During the vear ended
December 31, 20140,
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the loss was incurred on the repayment of our Senior Secured Term Loan due 2001 2 and 9.625% Senior Notes due 2013 and XM's 10%
Senior PIK Secured Notes due 2011 and 9.75% Semor Notes due 2014, as well as the partial repayment of XM's 11.25% Senior
Seeured Notes due 2013 and our 3.25% Convertible Notes due 2071

2000 vs, 2009 For the vears ended December 31, 2010 and 2009, loss on extinguishment of debt and credit facilities, net, was
$120,120 and $267 646, respectively, a decrease of 33%, or $147 526, During the yvear ended December 31, 2010, the loss was
meurred on the repayment of our Sentor Secured Term Loan due 2012 and 9.623% Senior Notes due 2013 and XM s 10% Senior PIK
Secured Notes due 2011 and 9.75% Senior Notes due 2014, as well as the partial repavment of XM's 11.25% Senor Secured Notes
due 2013 and our 3,25% Convertible Notes due 2011, During the year ended December 31, 2009, the loss was incurred on the
retirement of our 2.5% Convertible Notes due 2009, the extinguishment of our Term Loan and Purchase Money Loan with Liberty
Media, the repayment of the XM's Amended and Restated Credit Agreement due 201 1, the partial repayment of XM's 10%
Convertible Sentor Notes due 2009 and the termination of XM s Seeond Lien Credit Agreement.

Intevest and Investment Income (Loss) includes realized gains and losses, dividends, imterest income, our share of Sinus Canada's and
*M Canada’s pre-merger net losses, our share of the income (loss) of Sinus XM Canada and gains related to the Canada Merger.

-

2001 ws, 2000 0 For the vears ended December 31, 2011 and 2010, interest and investment income (loss) was $73 970 and ($5,375),
respectively, an increase of $79,345. The increase was attributable to a net gain realized as a result of the Canada Merger, This
transaction resulted in the recognition of a £75.768 gain recorded in interest and investment income. The gain was partially offset by
our share of net losses at our Canadian affiliate.

20/ vs, 2009 - For the vears ended December 31, 2010 and 2009, interest and mvestment {(loss) mcome was ($3,375) and $5,576,
respectively, a decrease of 196%, or $10,951. The decrease in income was primanily attributable to higher net losses at XM Canada
and Sirius Canada and a decrease in payvments received from Sinus Canada in excess of the camying value of our investments, partially
offset by the gain on sale of auction rate securities during the vear ended December 31, 2010, In addition, we recorded an impairment
charge on our investment in XM Canada during the yvear ended December 31, 2009,

fncome Taxes

Income Tax Expense primanly represents the deferred tax liability related to the difference in accounting for our FCC licenses, which are
amortized over 13 vears for tax purposes but nol amortized lor book purposes in accordance with GAAP, foreign withholding taxes on royalty
income and the state tax impact of the suspension of net operating loss (“NOL™) use in California and [linois,

2001 vs. 2000 Forthe vears ended December 31, 2011 and 2010, income tax expense was 314,234 and $4,620, respectively, an
merease of 208%, or $9.614, primarily due to an increase in the applicable state effective tax rate, foreign withholding taxes on rovalty
income and the state tax impact of the suspension of NOL use in California and Illinois.

2000 vs. 2009 For the years ended December 31, 2010 and 2009, income tax expense was 34,620 and $5,981, respectively, a
decrease of 23%, or $1,361, pnmarily as a result of a decrease in the applicable state effective tax rate and foreign withholding taxes
on rovalty income.

In assessing the recoverability of our deferred tax asseis, management regularly considers whether some portion or all of the deferred tax
assets will not be realized based on the recognition threshold and measurement of tax positions in accordance with the Income Tax Topic of the
FASB Accounting Standards Codification (the “Income Taxes Topic™). The ultimate realizaiion of deferred 1ax assets 1s dependent upon the
generation of future
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taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax assets and habilities, projected taxable income and tax planning strategies in making this assessment. Management's evaluation of
the realizability of deferred tax assets considers both positive and negative evidence. The weight given to the potential effects of positive and
negative evidence 1s based on the extent to which it can be objectively verified. Cur conclusion with regard to maintaining or releasing the
valuation allowance pives consideration o a variety of factors including but not limited 10: (a) our ability 1o utilize nel operating losses within
the carrviorward period, (b) a three-year cumulative pre-tax income, (¢) current period taxable income and (d) the expectation of future
earnings. Afier weighting this evidence, management will conclude whether 1t is more likely than not that our deferred tax assets will be
realized.

We have maintained a deferred tax valuation allowanee against our deferred tax assets through December 31, 2011, In 2010, we had our
first year of pre-tax earmings, but continued to generate taxable losses, For the vear ended December 31, 2011, we have continued to report
positive eamings and have generated taxable income, If such eamings trends continue, we may realize the benefits of all or a significant portion
of our net deferred tax assets in 2012 through a reduction in our deferred tax valuation allowance. This would result in an income tax benefit
that would be reflected in net income. As of December 31, 2011, we had approximately $3.4 billion of valuation allowances established against
the deferred tax assets,
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Subscriber Data

The following table contains actual subscriber data for the years ended December 31, 2011, 2010 and 2009, respectively.

1imaudited
For the Years Ended December 31,
2001 2000 2iHr
Beginning subscribers 20,190, 964 18,772,758 19,003,856
Gross subscniber additions 8,696,020 7,768,827 0,208 482
Denctivated subscribers (6.994.160) (6.350.621) {6.439.580)
MNet additions 1,701,860 1.418.206 (231.098)
Ending subscribers 21892824 20,190,964 18,772,758
self-pay 17,908,742 16,686,799 15,703,932
Paid promotional 3,984,082 3,504,165 3,068,826
Ending subscribers 21892824 20,191,964 18,772,758
Self-pay 1,221,943 982,867 154,275
Paid promotional 479917 435,339 (385.373)
MNet additions 1,701,860 Ii41§2{}6 (231.098)
Daily weighted average number of subscribers 20.903.908 19.385.055 18.529.696
Average self-pay monthly chum 1.9% 1.9% 2.0%
— " e ]
MNew vehicle consumer conversion rate 45% 46% 43%

Note: See pages 45 through 51 for a glossary of terms.

Subscribers. Al December 31, 2011, we had 21,892,824 subscribers, an merease of 1,701,860 subscribers, or 8%, from the 20, 190,964
subseribers as of December 31, 2010,

o 2001 ws, 20000 Forthe vears ended December 31, 2011 and 2010, net additions were 1,701,860 and 1,418 206, respectively, an
merease in net additions of 209, or 283,654, The improvement is due to the 12% merease in gross subscniber additions, primanly
resulting from an increase in U8, light vehicle sales, new vehicle penetration, and returning subscriber activations inclusive of
previously owned car acquisitions. This inerease in gross additions was partially offset by the 10% increase in deactivations, which
was pnmarily due to an increase in paid promotional trial volumes along with growth in our subscriber base.

« 2000ws. 2009 © For the vears ended December 31, 2010 and 2009, net additions were 1,418,206 and (231,098), respectively, an
merease in net additions of 1,649 304, The improvement was due to the 25% increase in gross subscriber additions, primarily resulting
from an increase in LS. light vehicle sales, new vehicle penetration and retuming subscriber activations.

Average Self-pay Monthly Clurn 1s derived by dividing the monthly average of self-pay deactivations for the quarter by the average self-
pay subscriber balance for the quarter. (See accompanying glossary on pages 43 through 51 for more detals.)

« 2001 vs. 2000 For the yvears ended December 31, 2011 and 2010, our average self-pay monthly chum rate was 1.9%. The
consistent chumn rate exhibits stability in the continued demand for and satisfaction with our service from existing subscribers.

o 2000 vs. 2009 0 For the yvears ended December 31, 2010 and 2009, our average sell-pay monthly chum rate was 1.9% and 2.0%,
respectively, The decrease was due to an improving economy, the suceess of retention and win-back programs and reductions in non-
pay cancellation rates,
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New Vehicle Consumer Conversion Rate 1s the percentage of owners and lessees of new vehicles that receive our service and convert 1o
become self-paying subscribers after an mital promotional period. The metrie excludes rental and fleet vehicles. (See accompanying glossary
on pages 45 through 51 for more details),

= 2001 vs 2008 For the vears ended December 31, 2011 and 2010, the new vehicle consumer conversion rate was 43% and 46%,
respectively, The decrease was primarily due to the changing mix of sales among OFEMs and operational issues impaeting the timing of
the receipt of customer information and prompt marketing communications with buyers and lessees of vehicles,

o 2000w, 2009 For the vears ended December 31, 2010 and 2009, the new vehicle consumer conversion rate was 46% and 45%,
respectively. The increase was primarily due to improved marketing to promotional period subscribers and an improving economy.

The discussion of operating results below excludes the effects of stock-based compensation and purchase price accounting adjustments
associated with the Merger. Financial measures and metrics previously reported as “pro forma™ have been renamed “adjusted.”

Adjusted Results of Operations

In this section, we present certain financial performance measures that are not caleulated and presented in accordance with generally
accepted accounting principles in the United States of America ("Non-GAAP™). These Non-GAAP financial measures include: average
monthly revenue per subscriber, or ARPLI; subscriber acquisition cost, or SAC, per gross subscriber addition; customer service and billing
expenses, per average subscriber: free cash flow; adjusted total revenue; and adjusted EBITDA. These measures exclude the impact of certain
purchase price accounting adjustments. We use these Non-GAAP financial measures to manage our business, set operational goals and as a
basis for determining performance-based compensation for our employees,

The purchase price accounting adjustments include the elimination of the earmnings benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subseriber revenues not recognized in purchase price accounting and the elimination of the
eamings benefit of deferred credits on executory contracts, which are pnimanly attributable to third party arrangements with an OEM and
programming providers.

Chr adjusted EBITDA also reallocates share-based pavment expense from functional operating expense line items to a separate line
within operating expenses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in expense that can result from changes in the fair value as determined by the Black-Scholes-Merton model which varies
hased on assumptions used for the expected life, expected stock price volatility and risk-free interest rates; the effect of which is unrelated 1o
the operational conditions that give nise to varations in the components of our operating costs,

Free cash MNow is a metne that our management and Board of Directors use to evaluate the cash generated by our operations, net of capital
expenditures and other investment activity. In a capital intensive business, with significant istorical and current investments in satellites, we
look at our operating cash flow, net of these investing cash outflows, o determine cash available for future subseriber acquisition and capital
expenditures, to repurchase or retire debt, to acquire other companies and to evaluate our ability to retum capital to stockholders. We believe
free cash flow is an indicator of the long-lerm financial stability of our business, Free cash flow, which is reconciled 1o “Net cash provided by
(used n) operating activities”, is a non-GAAP financial measure. This measure can be caleulated by deducting amounts under the captions
“Additions 1o property and equipment” and deducting or adding “Restricted and other investment activity” from “Net cash provided by (used
) operating activities” from the consolidated statements of cash Mows. Free cash flow should be used in conjunction with other GAAP
financial performance measures and may not be comparable 1o free cash flow measures presented by other companies. Free cash flow should
be viewed as a supplemental measure rather than
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an alternative measure of cash {lows from operaling activities, as determined in accordance with GAAP. Free cash flow is limited and does not
represent remaining cash flows available for discretionary expenditures due to the fact that the measure does not deduet the payments required
for debt maturines. We believe free cash flow provides useful supplemental information to investors regarding our current and projected cash
flow, along with other GAAP measures (such as cash flows from operating and investing activities), to determine our financial condition, and
Lo compare our operating performance (o other communications, entertainment and media companies.

We believe these Non-GAAP finaneial measures provide useful information to investors regarding our financial condition and results of
operations. We believe investors find these Non-GAAFP Nnancial performance measures uselul in evaluating our core trends because it provides
a direct view of our underlying contractual costs. We believe investors use our current and projected adjusted EBITDA to estimate our current
or prospective enterprise value and to make invesiment decisions. By providing these Mon-GAAP financial measures, together with the
reconciliations to the most direetly comparable GAAP measure, we believe we are enhancing investors” understanding of our business and our
results of operations.

These Mon-GAAP financial measures should be viewed in addition to, and not as an alternative for or superior to, our reported results
prepared in accordance with GAAP. Please refer to the glossary (pages 43 through 31) for a further discussion of such Non-GAAP linancial
measures and reconeiliations to the most directly comparable GAAP measure.

The following table contains our key operating metrics based on our unaudited adjusted results of operations for the years ended
December 31, 2011, 2010 and 2009, respectively:

Unaudited
For the Years Ended December 31,
2011 2010 R

(i thowsands, excepd for per subscriber cmounts)

ARFU b 11.58 $ 11.73 5 10.95
SAC, per gross subseriber addition b 55 $ 59 b 63
Customer serviee and billing expenses, per average subseriber b} 1.03 $ 1.03 B 1.05
Free cash flow £ 415742 $ 210481 $ 185319
Adjusted total revenue £3,025.434 $2.5835 898 $2.526,703
Adjusted EBITDA £ 731,018 $ 626,288 $ 462,539

MNote: See pages 45 through 51 for a glossary of terms.

ARPE s denved from wotal earmned subseniber revenue, net advertising revenue and other subseription-related revenue, net of purchase
price accountimg adjusiments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. (See accompanying glossary on pages 45 through 51 for more details.)

» 2001 vs. 20002 For the vears ended December 31, 2011 and 2010, ARPU was $11.58 and $11.73, respectively. The decrease was

driven primarily by an increase in subscription discounts offered through customer acquisition and retention programs and the decrease
m the LS. Musie Rovalty Fee rate, partially offset by an increase i sales of our premium services, including Premier packages, data
services and Intemet subscriptions

o 2000 ws. 2000 - For the vears ended December 31, 2000 and 2009, ARPLU was $11.73 and $10.95, respectively. The merease was

dnven primarily by the full year impact of the 1.5, Music Rovalty Fee introduced i the third quarter of 2009, increased revenues from
the sale of Premier packages, decreases in discounts on multi-subseription and Intemet packages, and increased net advertising
revenue, partially offset by an mnercase in the number of subscribers on promotional plans.
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SAC, Per Ciross Subseriber Addition, 15 derived from subseriber acquisition costs and margins from the direct sale of radios and
aceessories, excluding share-based pavment expense and purchase price accounting adjustments, divided by the number of gross subseriber
additions for the period. (See accompanying glossary on pages 45 through 51 for more details,)

= 2001 vs. 2008 Forthe vears ended December 31, 2011 and 2010, SAC, per gross subscriber addition, was 355 and $59,
respectively, The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subseriber reactivations
and royalties from radio manufacturers.

= 2000vs. 2009 :  For the years ended December 31, 2010 and 2009, SAC, per gross subscriber addition, was $39 and 363,
respectively. The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subscriber reactivations
and rovalties from radio manufacturers compared to the vear ended December 31, 2009, partially offset by increased OEM
installations of lactory-installed satellite radios.

Customer Service and Billing Fxpenses, Per Average Subscriber, is derived from total customer service and billing expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number of months in the penod, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary on pages 45 through 51 for more details.)

o 2001 vs. 20000 For the vears ended December 31, 2011 and 2010, customer service and billing expenses, per average subscriber,

were $1.03.

= 2000ws. 2009 0 For the vears ended December 31, 2010 and 2009, customer service and billing expenses. per average subscriber,
were $1.03 and $1.03, respectivelv. The decrease was primarily due to lower call center expenses as a result of moving calls o lower
cost locations, partially offset by higher call volume,

Free Cash Flow includes the net cash provided by operations, additions to property and equipment, and restricted and other investment
activity. (See accompanving glossary on pages 45 through 51 for more details )

o 2001 ws 20000 For the vears ended December 31, 2011 and 2010, free cash flow was $413,742 and $210,481, respectively, an
merease of $205,261, Net cash provided by operating activities increased $30,735 to $543.630 for the year ended December 31, 201 ]
compared to the £312.895 provided by operations for the year ended December 31, 2010, Capital expenditures for property and
equipment for the vear ended December 31, 2011 decreased $174,439 10 $137,429 compared 1o $311,868 for the vear ended
December 31, 2010, The increase in net cash provided by operating activities was primarily the result of improved operating
performance driving higher adjusted EBITDA, cash received from the Canada Merger, higher collections from subseribers and
distributors, and the repayment in the first quarter of 2010 of habilities deferred in 2009, The decrease in capital expenditures for the
vear ended December 31, 2011 was primarily the result of decreased satellite construction and launch expenditures due to the launch in
2010 of our XM-3 satellite. The inerease in resiricted and other investment activities was driven by the return of capital resulting from
the Canada Merger, partially offset by proceeds {rom the sale of investment securities in the vear ended December 31, 2010

o 20 vs, 2009 : For the years ended December 31, 2010 and 2009, free cash flow was $210,481 and $185,319, respectively, an
increase of $25,162. Net cash provided by operating activities increased $79,065 o $512,895 for the year ended December 31, 2010
compared to the $433.830 provided by operations for the vear ended December 31, 2009, Capital expenditures for property and
equipment for the vear ended December 31, 2010 increased $63,357 to $31 1,868 compared to $248,511 for the vear ended
December 31, 2009, The inerease in net cash provided by operating activities was primarily the result of growth in deferred revenue
and changes in net assets. The increase in capital expenditures for the vear ended December 31, 2010 was primarily the result of
satellite construction and launch expenditures for our XM-5 and FM-6 satellites.
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Adjusted Total Revenne,  Our adjusted total revenue includes the recognition of deferred subscriber revenues acquired in the Merger
that are not recognized in our results under purchase price accounting and the elimination of the benefit in earmings from deferred revenue
associated with our investment in XM Canada scquired in the Merger. (See the accompanying glossary on pages 45 through 51 for more

details. )
Unaudited
Faor the Years Ended Decem ber 31,
2011 2010 2000
fin thowwsands)
Revenue:
Subscriber revenue £2.595.414 $2.414.174 $2,287.303
Advertising revenue, net of agency fees 73,672 64,517 51,754
Equipment revenue 71,051 71,355 50,352
Other revenue 274,387 266,946 83.029
Purchase price accounting adjustments.
Subseriber revenue 3.659 14.655 46,814
Other revenue 7,251 7,251 7,251
Adjusted total revenue $3.025,434 $2.838.808 $2.526.703

Adjusted EBITDA.  EBITDA 15 defined as net income (loss) before interest and investment income (loss): interest expense, net of
amounts eapitalized; income tax expense and depreciation and amortization. Adjusted EBITDA removes the impact of other income and
expense, losses on extinguishment of debt as well as certain other charges, such as goodwill impairment; restructuring, impairments and related
costs; certain purchase price accounting adjustments and share-based payment expense. (See the accompanying glossary on pages 45 through
51 for more details):

2001 ws. 20400 2 For the vears ended December 31, 2011 and 2010, adjusted EBITDA was £731,018 and $626,288, respectively, an
inerease of 17%, or $104.730. The increase was primarily due 1o an increase of 7%, or $186,536, in adjusted revenues, partially offset
by an increase of 4%, or $81,806, in expenses included in adjusted EBITIDA. The increase i adjusted revenues was primarily due to
the increase in our subscriber base. The increase in expenses was primarily driven by higher revenue share and rovalties expenses
associaled with growth in revenues, inereased customer service and billing expenses associated with subseriber growth and higher
subseriber acquisition costs related to the 12% increase in gross additions, partially offset by lower programming and content costs,

2000 vs, 2009 0 For the vears ended December 31, 2010 and 2009, adjusted EBITDA was $626,288 and $462,539, respectively, an
mcrease of 35%, or $163,749. The increase was primanly due to an increase of 12%, or $312,195, in adjusted revenues, partially offset
by an increase of 7%, or $148 446, in expenses included in adjusted EBITDA. The increase in revenue was primanly due to the
increase in our subscriber base and the introduction of the 1.5, Music Royally Fee in the third quarter of 2009, as well as increased
advertising and equipment revenue, decreases i discounts on mult-subscniption and Intemnet packages, and an increase in the sale of
“Best of " programming, partially offset by an increase in the number of subseribers on promotional plans. The inerease in expenses
was pnmarily driven by higher subscriber acquisition costs related to the 25% increase in gross additions and higher revenue share and
rovalties expenses associated with growth in revenues subject to revenue sharing and royalty arrangements.
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Liguidity and Capital Resources

Cash Flows for the Year Ended December 31, 2011 Compared with the Year Ended December 31, 2000 and Year Ended December 31,
2000 Compared with the Year Ended December 31, 2009

As of December 31, 2011 and 2010, we had $773,990 and $586,691, respectively, in cash and cash equivalents. The following table
presents a summary of our cash flow activity for the vears set forth below:

For the Yeurs Ended December 31,

__ i 2010 2004 2001 va 2010 2010 va, 2009
Net cash provided by operating activities % 543,630 % 512,895 % 433,830 $ 30735 £ 79065
Net cash used i investing activitics (127 BER) (302.414) (248.511) 174,526 (53,903)
Net cash used in finaneing activities (228.443) (1.279) (182.276) (221.164) 174.997
MNet merease m cash and cash equivalents 187 299 203,202 3,043 (15,903) 200,159
Cash and cash equivalents at beginning of
period 3806491 383 489 380,446 203202 3043
Cash and cash equivalents ot end of period £ 773.990 £ 586,691 £ 3R3.489 § 187,299 £ 203,202

Cash Flows Provided by Operating Activities
Cash provided by operating activities increased by $30,735, or 6%, to $543,630 for the yvear ended December 31, 2011 from $512,895 for
the vear ended December 31, 2010, Cash provided by operating activities increased by $79,065, or 18%, o $512,895 for the vear ended
December 31, 2010 from cash provided by operating activities of $433,830 for the year ended December 31, 2009. The primary drivers of our
operating cash flow growih have been improvemenis in profitability and changes in operating assets and liabilities.
»  Our net income (loss) was $426,691, $43,055, and ($352,038) for the vears ended December 31, 2011, 2010 and 2009, respectively,
Our net income growth has been primanly due to growth in our subscriber revenues which increased by $181.240, or 3%, and
$126,671, or 6%, for the yvears ended December 31, 201 1 and 2010, respectively,
= Net adjustments to et income (loss) were $66,975, $357,743, and $564,902 for the vears ended December 31, 2011, 2010 and 2009,
respectively. Significant components of adjusiments to net income, and their impact on cash flows from operating activities, include:

Fuor ihe Years Ended December 31,

2011 2000 2004
Depreciation and amortization § 267,880 £ 273.691 $ 309450
Restructuring, impairments and related costs b — £ 656,731 $ 26,964
Loss on extinguishment of debt and credit facilities, nel $ 7206 £ 120,120 $ 267.646
Gain on merger of unconsolidated entities $ (75,768) £ — % —
Share-based payment expense § 53190 £ 60437 $ T3uU81
Other non-cash purchase price adjustments $(275,338) 80250727 $(202.054)

Diepreciation and amortization expense is expected to increase in future periods as we recognize depreciation expense after the
comstruction and launch of our FM-6 satellite and continue to mvest in our information technology, broadeast, and facilities
infrastructures,
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Included in restructuring, impairments and related costs for the vear ended December 31, 2010 are contract termination costs of
$7.361 and a loss on the full impairment of our FM-4 satellite of $56, 100,

Loss on extinguwishment of debt and credit facilities, netl, includes losses incurred as a result of the conversion and retirement of certain
debt instruments, Future charges related (o the retirement or conversions of debt are dependent upon many factors, including the conversion
price of debt or our ability to refinance or retire specific debt instruments.

Gain on merger of unconsolidated entities represents the gain on the Canada Merger which closed in June 2011.

Share-based payment expense 15 expected to inerease in future periods as we grant equity awards 1o our employees and directors,
Compensation expense [or share-based awards is recorded in the financial statements based on the fair value of the underlving equity awards.
The fair value of stock option awards is determined using the Black-Scholes-Merton option-pricing model which is subject to various
assumptions mcluding the market price of our common stock, estimated forfeiture rates of awards and the volatility of our stock price. The fair
value of resiricted shares and resiricted stock units 1s based on the market price of our common stock at date of grant.

(ther non-cash purchase price adjustments include liahilities recorded as a result of the Merger related to executory contracts with an
OEM and certain programming providers, as well as amortization resulting from changes in the value of deferred revenue as a result of the
Merger,

Changes in operating assets and Liabihties contnbuted $49,694, £112,097 and $220,966 to operating cash Tows for the vears ended
December 31, 201 1, 2010 and 2009, respectively. Significant changes in operating assets and liabilities include the timing of collections from
our customers, the repayment of the XM Canada credit facility, and the timing of pavments to vendors and related parties. As we conlinue 1o
grow our subscriber and revenue base, we expect that deferred revenue and amounts due from customers and distributors will continue to
increase. Amounts payable to vendors are also expected to increase as our business grows. The timing of payments to vendors and related
parties are based on both contractual commitments and the terms and conditions of our vendors.

Cash Flows Used in Investing Activities

Cash used lor investing activities consists primarily of capital expenditures for property and equipment. We will continue 1o incur
significant costs W improve our terrestrial repeater network and broadeast and administrative infrastructure. In addition, we will continue to
necur capital expenditures associated with our FM-6 satellite, which is scheduled for launch in the first hall of 2012. After the launch of our
FM-6 satellite, we anticipate no significant satellite capital expenditures for several years until it becomes necessary to replace satellites in our
Meet.

* The decrease in cash used for investing activities was primarily due to lower capital expenditures for construction of our satellites and
related launch vehicles lollowing the launch of our XM-5 satellite in 2010,
Cash Flows Used in Financing Activities
Cash flows used in financing activities have generally been the resull of the issuance and repayment of long-term debt and related party
debt and cash proceeds from exercise of stock options. Proceeds from long-term debt, related party debt and equity issuances have been used to
fund our operations, construct and launch new satellites and invest in other infrastructure improvements.
* The increase in cash flows used in financing activities was primanly due to the 2011 repayment of the remaining balance of our
11.25% Semior Secured Notes due 2013 and 3.25% Convertible Notes due 2011
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without issuing new debt. In 2010, we repaid our Senior Secured Term Loan due 2012, 9.625% Senior Notes due 2013, XM™s 10%
Senior PIK Secured Notes due 2011 and 9.73% Senior Notes due 2004, We also partially repaid XM's 11.25% Senior Secured MNotes
due 2013 and our 3.25% Convertible Notes due 2011, We issued the following new debt i 2010; our 8.75% Semor Notes due 2015
and 7.625% Senior Notes due 2018,

Financings and Capital Requirements

We have lustoncally financed our operations through the sale of debt and equity secunties. The Certificate of Designations for our Senies
B Preferred Stock provides that, so long as Liberty Media beneficially owns at least half of its initial equity investment, Liberty Media's
comsent 1s required for certain actions, meluding the grant or issuance of our equity securities and the incurrence of debt (other than, in general,
delt incurred to refinance existing debt) in amounts greater than $10,000 in any calendar vear.

Fuiture Liguidity and Capital Resource Requirements

We have entered into various agreements to design, construct, and launch our satellites in the normal course of business. As disclosed in
Mote 17 in our consolidated financial statements in [tem 8 of this Annual Report on Form 10-K, as of December 31, 2011, we expect to incur
expenditures of approximately $60,517 and $3,526 in 2012 and 2013, respectively, and an additional $48,545 thereafter, the majority of which
is attributable w the construction and launch of our FM-6 satellite and related Jaunch vehicle,

Based upon our current plans, we believe that we have suflicient cash, cash equivalents and marketable securities to cover our estimated
funding needs. We expect to fund operating expenses, capital expenditures, working capital requirements, interest pavments, taxes and
scheduled maturities of our debt with existing cash and cash low from operations, and we believe that we will be able to generate suflicient
revenues to meet our cash requirements,

Our ability 10 meet our debt and other obligations depends on our future operating performance and on economie, financial, competitive
and other factors. We continually review our operations for opportunities to adjusi the timing of expenditures to ensure that sufficient resources
are maintained,

We regularly evaluate our business plans and sirategy. These evaluations ofien result in changes (o our business plans and strategy, some
of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include: the
acquisition of unique or compelling programming: the introduction of new features or services; sigmficant new or enhanced distribution
arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum: and acquisitions, including acquisitions that are
not directly related to our satellite radio business. In addition, our operations are affected by the FCC order approving the Merger, which
imposed eertain conditions upon, among other things, our program offerings.

Debt Covenants
The indentures governing our debt include restrictive covenants. As of December 31, 201 1, we were in compliance with our debi
covenants.

For a discussion of our “Debt Covenants”, refer to Note 13 1o our consolidated {inancial statements in ltem 8 of this Annual Report on
Form 10-K,

Off-Balance Sheet Arrangements

We do not have anv significant off-balance sheet linancing arrangements other than those diselosed in Note 17 to our consolidated
financial statements in [tem 8 of this Annual Report on Form 10-K that are reasonably likely to have a material effect on our financial
condition, results of operations, liquidity, capital expenditures or capital resources.
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Contractual Cash Commitments

For a discussion of our “Conlractual Cash Commitments,” refer to Note 17 to our consolidated Nnancial statements in llem 8 of this
Annual Report on Form 10-K.

Related Party Transactions

For a discussion of “Related Party Transactions,” refer to Note 11 to our consolidated financial statements in [tem 8 of this Annual Report
on Form 10-K.

Critical Acconunting Policies and Estimates

Cur consolidated financial statements are prepared in accordance with U8, GAAP, which require management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses duning the periods. Accounting estimates require the use of significant management assumptions and judgments as to
future evenis, and the effect of those events cannotl be predicted with certainty. The accounting estimates will change as new events oceur,
more experience is sequired and more information is obtained. We evaluate and update our assumptions and estimates on an ongoing basis and
use outside experts to assistin that evaluation when we deem necessary. We have disclosed all significant accounting policies in Note 2 to our
consolidated financial statements in [tem 8 of this Annual Report on Form 10-K.

Croodwill . Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible
assets acquired in business combinations. Our annual impairment assessment of our single reporting unit 15 performed as of October | #of each
year. Assessments are performed at other imes il events or circumstances ndicate it is more likely than not that the asset is impaired. Step one
of the impairment assessment compares the fair value of the entity to its carrving value and if the fair value exceeds its carryving value, goodwill
is nol impaired. [T the carrying value exceeds the Tair value, the implied fair value of goodwill is compared to the carrying value of goodwill: an
impairment loss will be recorded lor the amount the carrving value exceeds the implied Fair value. At October 1, 2011, the fair value of our
single reporting unit substantially exceeded its carrving value and therefore was not at risk of failing step one of ASC 350-20, Goodwill (" ASC
350-207). Subsequent to our annual evaluation of the carrving value of goodwill, there were no events or circumstances that tnggered the need
for an imterim evaluation for impairment. As a result, there were no changes in the carrying value of our goodwill during the vears ended
December 31, 2011 and 2010,

Long-Lived and Inde finite-Lived Assers . We carry our long-lived assets al cost less accumulated amortization and depreciation. We
review our long-lived assets for impairment whenever events or changes n circumstances indicate that the carrying amount of an asset is not
recoverable. At the time an impairment in the value of a long-lived asset 1s identified, the impairment is measured as the amount by which the
carrving amount of a long-lived asset exceeds its (air value.

Our annual impaiment assessment of indefinite-lived assets, our FCC licenses and trademark, 15 performed as of October 151 of each year
and an assessment is made at other times if events or changes in circumstances indicate that it is more likely than not that the asset is impaired.
To determine fair value, we employ an expected present value technique, which utilizes multiple cash flow scenarios for the FCC licenses and
trademark that reflect the range of possible oulcomes and an appropriate discount rate.

We use independent appraisals to assist in determining the far value of our FCC licenses and trademark. The income approach, which is
commonly called the “Jefferson Pilot Method ™ or the “Greenfield Method”, has been consistently used to estimate the Fair value of our FCC
licenses. This method attempts to 1solate the income that is properly atiributable to the license alone (that 1s, apart from tangible and intangible
assets and goodwill). 1t is based upon modeling a hypothetical “Greenfield™ build-up to a normalized enterprise that, by design, lacks inherent
goodwill and has essentially purchased (or added) all other assets as part of the build-up process, The
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methodology assumes that, rather than acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at
nominal cost and build a new operation with similar attributes from meeption. The significant assumption was that the hy pothetical stant up
entity would begin its network build out phase at the impairment testing date and revenues and vanable costs would not be generated until the
satellite network was operational, approximately five years from inception. The “Relief from Rovalty” method valuation approach was utilized
to value our trademark, This methodology invelves the estimation of an amount of hypothetical royalty income that could be generated if the
asset was licensed from an independent, third-party owner. The value of the intangible is the present value of the prospective stream of
hypothetical rovalty income that would be generated over the useful life of the asset.

At October 1, 201 1, the fair value of our FCC licenses and trademark substantially exceeded the carrving value and therefore was not at
risk of impairment. Subsequent to our annual evaluation of the carrving value of our long-lived assets, there were no events or circumsiances
that triggered the need for an interim impairment evaluation,

There were no changes in the carrving value of our indefinite life intangible assets during the yvears ended December 31, 2011 and 2010,

Useful Life of Broadeast Transmission Svstem . Our satellite svstem includes the costs of our satellite construction, launch vehicles,
launch insurance, capitalized interest, spare satellite, terrestrial repeater network and satellite uplink facilities, We monitor our satellites for
impairment whenever events or changes in circumstances indicate that the carrying amount of the asset 15 not recoverable.

We currently expect our first two in-orbit Sirus satellites launched in 2000 (o operate effectively through 2013, cur FM-3 satellite, which
was also launched in 2000, 1o operate effectively through 2015, and our FM-5 satellite, launched in 2009, 1o operate effectively through 2024,
In December 2010, we recorded an other than temporary charge for our FM-4 satellite, the ground spare held in storage since 2002, We operate
five in-orbit XM satellites, three of which function as in-orbit spares. Two of the three in-orbit spare satellites were launched in 2001 and the
other n 2010 while the other two satellites were launched in 2005 and 2006, We estimate that our XM-3, XM-4 and XM-3 satellites will meet
their 15 vear predicied depreciable lives, and that the depreciable lives of XM-| and XM-2 will end n 2013,

Certain of our in-orbit satellites have experienced circuit failures on their solar arrays. We continue to monitor the operating condition of
our in-orbit satellites. If events or circumstances indicate that the depreciable lives of our in-orbit satellites have changed, we will modify the
depreeiable life accordmgly, I we were to revise our estimates, our depreciation expense would change. For example, a 10% decrease in the
expected depreciable lives of satellites and spacecraft contrel facilities during 2011 would have resulied in approximatelv $20.614 of additional
depreciation expense.

Income Taves . Deferred income taxes are recognized for the tax consequences related to temporary differences between the carrving
amount of assets and labilities for financial reporting purposes and the amounts used for tax purposes, based on enacted tax laws and statutory
tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized when,
based on the weight of all available evidence, it 15 considered more hikely than not that all, or some portion, of the deferred tax assets will not
be realized. Income tax expense is the sum of current income tax plus the change in deferred tax assets and liabilities. As of December 31, 2011
and 2010, we maintained a [ull valuation allowance against our deferred tax assets due to our prior history of pre-tax losses and uneertainty
about the timing of and ability to generate taxable meome in the future and our assessment that the realization of the deferred 1ax assets did not
meet the “more likely than not” eriterion under ASC 740,

Recent Accounting Pronouncements

In May 2011, the FASB issued Accounting Standards Update No. 2011-04, Amendments to Achieve Common Fair Value Measurement
and Disclosure Reguirements in ULS, GAAP and fnternational Financial Reporting Standards (Topic 8200 — Fair Value Measurement (“ASL
200 1-047), to provide a consistent
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definition of fair value and ensure that the fair value measurement and disclosure requiremenis are similar between U.S. GAAP and
International Financial Reporting Standards. ASU 201 1-04 changes certain fair value measurement prineiples and enhances the disclosure
requirements particularly for Level 3 fair value measurements. The smendments are not expected to have a sigmficant impact on companies
that apply L1.5. GAAP. This standard is effective for interim and annual periods beginning after December 15, 2011 and will be apphed
prospectively. The impact of our pending adoption of ASU 201 1-04 will not be material to our consolidated financial statements.

In June 2011, the FASE issued Accounting Standards Update No. 201 1-05, Comprehensive Income (Topic 2200 — Presemiation of
Comprehensive Income (“ASU 2011-057), to require an entity to present the total of comprehensive income, the components of net income,
and the components of other comprehensive income either in a single continuous statement of comprehensive income or i two separate bul
consecutive statements. ASL 201 1-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity. The standard does not change the items which must be reported i other comprehensive imcome, how such items are measured or
when they must be reclassified to net income. This standard is effective for interim and annual periods beginning after December 15, 2011 and
will be applied retrospectively. The FASE has deferred the requirement to present reclassification adjustments for each component of
accumulated other comprehensive income in both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes to the
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassification adjustments into
net income, The effective date of this deferral will be consistent with the effective date of the ASU 201 1-05. ASL 201 1-05 affects financial
statement presentation only and will have no impact on our resulis of operations or financial position.

(rlossary

Adjusted EBITDA — EBITDA is defined as net income (loss) before interest and investment income (loss); interest expense, net of
amounts capitalized; income tax expense and depreciation and amortization. We adjust EBITDA to remove the impact of other income
and expense, loss on extinguishment of debt as well as certain other charges discussed below. This measure 1s one of the primarv Non-
GAAP financial measures on which we (1) evaluate the performanece of our businesses, (i1) base our internal budgets and (iil) compensate
management. Adjusted EBITDA 15 a Non-GAAP financial performance measure that excludes (if applicable): (1) certan adjustments as a
result of the purchase price accounting for the Merger, (i1) goodwill impairment, (iii) restructuring, impairments, and related costs,

{1v) depreciation and amortization and (v) share-based payvment expense. The purchase price accounting adjustments include: (i) the
elimination of deferred revenue associated with the investment in XM Canada, (i1) recognition of deferred subscriber revenues not
recognized in purchase price accounting, and (ii1) elimination of the benefit of deferred eredits on executory contracts, which are
primanly attibutable to third party arrangements with an OEM and programming providers, We believe adjusted EBITDA is a useful
measure of the underlying trend of our operating performance, which provides useful information about our business apari from the costs
associated with our physical plant, capital structure and purchase price accounting. We believe investors find this Non-GAAP financial
measure useful when analyzing our results and comparing our operating performance to the performance of other communications,
entertainment and media companies, We believe investors use current and projected adjusted EBITDA to estimate our current and
prospective enterprise value and to make imvestment decisions, Because we fund and buld-out our satellite radio system through the
periodic raising and expenditure of large amounts of capital, our results of operations rellect sigmficant charges for depreciation expense,
The exclusion of depreciation and amortization expense is useful given significant variation in depreciation and amortization expense that
can result from the potential vanations in esimated useful lives, all of which can vary widely across different industries or among
companies within the same indusiry. We believe the exclusion of restructuring, impairments and related costs 1s usetul given the nature of
these expenses. We also believe the exclusion of share-based payment expense 15 useful given the significant variation in expense that can
result from changes in the fair value as determined using the Black-Scholes-Merton model which vanes based on assumptions used for
the expected life, expected stock price volatility and risk-free interes rates,
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Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statement of operations of certain
expenses, including share-based payment expense and certain purchase price accounting for the Merger. We endeavor to compensaie for
the limitations of the Non-GAAFP measure presented by also providing the comparable GAAF measure with equal or greater prominence
and deseriptions of the reconciling items. including quantifying such items, to derive the Non-GAAP measure. Investors that wish to
compare and evaluate our operating resulls after giving effect for these costs, should refer to net income as disclosed in our consolidated
statements of operations, Since adjusted EBITDA 15 a Non-GAAP financial performance measure, our ealeulation of adjusted EBITDA
may be susceplible to varving calculations: may not be comparable to other similarly titled measures of other companies; and should not
be considered in isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP, The
reconciliation of net income (loss) to the adjusted EBITDA is calculated as follows (in thousands):

Unuadited
For the Years Ended December 31,
2011 2010 2009
Net income (loss) (GAAP): $ 426.961 § 43,055 $(352,038)
Add back nems excluded from Adjusted EBITDA:
Purchase price accounting adjustments;
Revenues (see pages 47-449) 10,910 21,906 54065
Operating expenses (see pages 47-49) (277,258) (261,832) {240,891
Share-based payment expense, net of purchase price accounting
adjustments 33,369 63,309 78,782
Depreciation and amortization (GAAP) 267,880 273,691 309,450
Restructuring, impairments and related costs (GAAP) — 63,800 32,807
Interest expense, net of amounts capitalized (GAAP) 304,938 295,643 315,668
Loss on extinguishment of debt and credit facilities, net {GAAP) 7,206 120,120 267 646
Interest and investment (mcome) loss (GAAP) (73.970) 5375 (5.576)
Other income (GAAP) (3,252) (3,399) (3,355)
Income tax expense (GAAFP) 14,234 4,620 5,981
Adjusted EBITDA $ 731,018 $ 626,288 $ 462,539

46



{a)

(b}

Adjusted Revenues and Operating Expenses — We define this Non-GAATD financial measure as our actual revenues and operating

expenses adjusied w exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this

Non-GAAP Ninancial measure to manage our business, set operational goals and as a basis for determining performance-based

compensation for our emplovees. The following tables reconcile our actual revenues and operating expenses to our adjusied revenues and

operating expenses for the vears ended December 31, 2011, 2010 and 2009,

Unaudited For the Year Ended December 31, 2001

Purchase Price

Accounting ﬁ?:::iﬁr
{im thosescrnds ) As Reporied Adjustments Pavment Expense Adjusted
Revenue:
Subsenber revenue £2.595414 $ 3,659 $ — $2,599.073
Advertising revenue, net of agency fees 73,672 — — 73,672
Equipment revenue 71,051 — — 71051
Other revenue 274,387 7,251 — 281,638
l'otal revenue £3.014,524 $ 10910 b — $3,025.434
Clperating expenses
Cost of services:
Revenue share and rovalties 471,149 126,941 — 598,090
Programming and content 281,234 49,172 6,212} 324,194
Customer service and billing 259.719 15 (1.502) 258235
Satelhite and transmission 75,902 313 (2.678) 73,537
Cost of equipment 33,095 — — 33,095
Subscriber acquisition costs 434,482 85,491 — 519973
Sules and markeling 222773 15,233 (8.193) 229,813
Engineering, design and development 53,435 31 (4.851) 48,615
General and administrative 238,738 59 (29,933) 208,864
Depreciation and amortization (a) 267 880 —_ — 267 880
Restructuring, impairments and related
costs — — — —
Share-based pavment expense (b) — — 53,364 33,3649
Total operating expenses £2.338.407 § _277.258 5 — $2.615.665

Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated with the
745,000 stepped up basis in property, equipment and intangible assets as a result of the Merger, The increased depreeiation and
amortization for the vear ended December 31, 2011 was $59,000

Amounts related to share-based payment expense included in operating expenses were as follows:

Programming and content $ 6,185 b 27 b — £ 6212
Customer service and billing 1,484 18 — 1.502
Satellite and transmission 2.659 19 — 2.678
Sales and marketing 8,166 27 — 2193
Engineering, design and development 4,820 3l — 4,851
General and admimstrative 29,874 59 — 29,933
Total share-based pavment expense $ 53,188 § 18] 5 —= 5 53.369
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Unuadited For the Year Ended Decomber 31, 2000

Purchase Price
Alloeation of
Accounting Share-based
firt Mhenesandsh As REEIH A '|uulmnnl:|. Pavment EEEM .-\.diu:.tnd
Revenug:
Subscriber revenue £2414.174 b 3 14.655 b 3 — $2.428 820
Advertising revenue, net of agency fees 064,517 — — 64517
Equipment revenue 71,355 — — 71,355
Other revenue 266,946 7.251 — 274,197
Total revenue £2 816,992 $ 21906 $ — $£2 838 898
Ciperating expenses
Cost of services:
Revenue share and rovalties 435410 107,967 — 343,377
Programming and content 305,914 57,566 (10,267) 353213
Customer service and billing 241,680 281 (2,207) 239754
Satellite and transmission 80,947 1.170 (3.397) 78,720
Cost of equipment 35,281 — — 35281
Subscriber acquisition costs 413,041 79,439 —_ 492 480
Sales and marketing 215,454 13,983 (9,423) 220,014
Engmeering, design and development 45390 520 {3,568) 40,042
Cieneral ond administrative 240,970 Q06 (32.147) 209,729
Depreciation and amortization{a) 273.691 — — 273,691
Restructuring, impairments and related
costs 63,800 — — 63,800
Share-based pavment expense(l) — — 63,304 03,304
Total operating expenses £2.351.578 $ 261.832 5 — $2.613.410

(a) Purchase price accounting adjustments ineluded above exclude the incremental depreciation and amortization associated with the $785,000
stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and amortization for the
year ended December 31, 2010 was $68,000.

(b} Amounts related to share-based payment expense included in operating expenses were as follows;

Programming and content £ 9817 $ 450 $ — 510,267
Customer service and billing 1,926 281 — 2,207
Satellite and transmission 3,109 288 — 3.397
Sales and marketing 8,996 427 — 9423
Engineening, design and development 5,348 520 — 5,868
General and administrative 31,241 G06 — 32,147
Total share-based payment expense £ 60,437 $ 2872 P — $ 63,309
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Unuadited For the Year Ended Decomber 31, 2009

Purchase Price
Alloeation of
Accounting Share-based
firt Mhenesandsh As REEIH A '|uulmnnl:|. Pavment EEEM .-\.diu:.tnd
Revenug:
Subscriber revenue £2,287.503 % 46814 b 3 — $2,334317
Advertising revenue, net of agency fees 51,754 — — 51,754
Equipment revenue 50,352 — — 50,352
Other revenue 83.029 1251 — 00,280
Total revenue £2.472 638 $ 34063 5 — $2.526,703
EET————— e e Er——
Ciperating expenses
Cost of services:
Revenue share and rovalties 397,210 89,780 — 486,990
Programming and content 308,121 72,069 (9,720) 370,470
Customer service and billing 234 456 453 (2,504) 232,405
Satellite and transmission 84,033 1,339 (3,202) 82,170
Cost of equipment 40,188 — — 40,188
Subscriber acquisition costs 340 306 G6]1,164 — 401,670
Sales and marketing 228956 13,507 (10.264) 232,199
Engmeering, design and development 41,031 977 (5,856 36,152
Cieneral ond administrative 227,554 1.602 (47,236) 181,920
Depreciation and amortization(a) 309450 — — 309450
Restructuring, impairments and related
costs 32.807 — — 32,807
Share-based pavment expense(l) — — 78,782 78,782
Total operating expenses £2.244.312 3 240891 b — $2.485.203

(a) Purchase price accounting adjustments ineluded above exclude the incremental depreciation and amortization associated with the $785,000
stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and amortization for the
year ended December 31, 2009 was $106,000,

(b} Amounts related to share-based payment expense included in operating expenses were as follows;

Programming and content $ 9.064 £ 636 B — $ 9720
Customer serviee and billing 2,051 4353 — 2,504
Satellite and transmission 2,745 437 — 3.202
Sales and marketing 9,608 656 == 10,264
Engineening, design and development 4,879 977 — 5,856
General and administrative 450634 1.602 — 47.236
Total share-based payment expense $ 73,981 £ 4801 5§ — $ 78,782
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ARPU — 15 denved from total earned subscnber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjusiments, divided by the number of months in the period, divided by the daily weighted average number of subseribers for
the period. Other subsenption-related revenue imcludes the U5, Music Royvalty Fee, which was imtially charged to subscribers in the third
quarter of 2009, Purchase price accounting adjustments include the recognition of deferred subscriber revenues not recognized in purchase
price accounting associated with the Merger. ARPU is caleulated as follows (in thousands, except for subscriber and per subseriber amounts):

1nanadined
For the Years Ended December 31,
2011 2010 2001
Subscriber revenue (GAAP) $ 2595414 $ 2414174 £ 2,287,503
Add: net advertising revenue (GAAP) 73,672 064,517 51,754
Add: other subseription-related revenue (GAAP) 231,902 234,148 48.679
Add; purchase price accounting adjustments 3.659 14.635 46,814
§ 2,904,647 $ 2727494 £ 2434750
Daily weighted average number of subscribers 20,903,908 19,385,055 18,529,696
ARPLI b 11.58 $ 11.73 b 10.95

Average self-pay monthly churn — is defined as the monthly average of self-pay deactivations for the period divided by the average
number of self-pav subscribers for the period. Average self-pay churn for the vear is the average of the quarterly average sell-pay churn.

Customer service and billing expenses, per average subscriber — is derved from total customer service and hilling expenses,
excluding share-hased payment expense and purchase price accounting adjustments associated with the Merger, divided by the number of
months in the period, divided by the daly weighted average number of subscribers for the period. We believe the exelusion of share-based
pavment expense in our calculation of customer service and hilling expenses, per average subscriber, is useful given the significant variation in
expense that can result from changes in the fair market value of our common stock, the effect of which is unrelated to the operational
conditions that give nse to vanations in the components of our customer service and billing expenses. Purchase price accounting adjustments
associated with the Merger include the elimination of the benefit associated with incremental share-based pavment arrangements recognized at
the Merger date. Customer serviece and billing expenses, per average subscriber, is calculated as follows (in thousands, except for subscriber
and per subscriber amounts}:

Unaudited
For the Years Ended December 31,
2011 2010 2009
Customer serviee and billing expenses (GAAR) £ 259719 $§ 241,680 B 234456
Less: share-based payment expense, net of purchase price accounting
adjusimenis (1,302) (2,207) (2,504)
Add; purchase price accounting adjustmenis 18 251 453
£ 258235 $ 239754 $ 232405
= B S RSBl
Daily weighted average number of subscribers 20,903,908 19.385,055 18.529.696
Customer service and billing expenses, per average subscriber £ 1.03 b 1.03 b 1.05



Free cash flow — is denved from cash flow provided by operating activities, capital expenditures and resiricted and other invesiment
activity. Free cash flow is caleulated as follows (in thousands):

U andited
For the Years Ended December 31,
2011 2010 2005
Met cash provided by operating activities $ 543.630 $ 512,895 $ 433,830
Additions to property and equipment {137,429) (311,868) (248.511)
Restricted and other investment activity 9,541 9.454 —
Free cash Now $ 415,742 $ 210481 $ 185319

New vehicle consumer eonversion rate — is defined as the percentage of owners and lessees of new vehicles that receive our service
and convert 1o become self-paying subscribers after the initial promotion period. At the time satellite radio enabled vehicles are sold or leased,
the owners or lessees generally receive trial subscriptions ranging from three to twelve months. Promotional periods generally include the
period of trial service plus 30t days to handle the receipt and processing of payments. We measure conversion rate three months after the period
in which the trial service ends.

Subseriber acquisition cost, per gross subscriber addition — or SAC, per gross subscriber addition, 15 dertved from subscriber
acquisition costs and margins from the direet sale of radios and accessories, excluding share-based payment expense and purchase price
accounting adjustments, divided by the number of gross subscriber additions for the period. Purchase price accounting adjustments associated
with the Merger include the elimination of the benefit of amontization of deferred credits on executory contracts recognized at the Merger date
attributable to an OEM. SAC, per gross subseriber addition, 15 caleulated as follows (in thousands, except for subseniber and per subscriber
amounts);

Unaudited
For the Yeoars Ended December 31,
2011 2010 2003

Subscriber acquisition costs (GAAP) $ 434482 £ 413.041 $ 340,506
Less: margin from direct sales of radios and accessories (GAAP) (37,956) (36,074) (10,164)
Add: purchase price accounting adjustments 85491 79.439 61,164

$ 482017 £ 456,406 $ 391,506
Gross subseriber additions 8,696,020 7.768.827 6,208,482
SAC, per gross subscriber addition 5 35 b 39 B 63

ITEM TA.  QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISKS

As of December 31, 2011, we did not have any denvative financial instruments. We do not hold or 1ssue any free-standing derivatives.
We hold investments in marketable securities consisting of money market funds, and certificates of deposit and investments in debt and equity
securities of other entitics, We classify our investments in marketable securities as available-for-sale, These seeuritics are consistent with the
investment objectives contained within our investment policy. The basic objectives of our investment policy are the preservation of capital,
maintaining sufficient liguidity 1o meet operating requirements and maximizing vield.

Or debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes in interest rates. Under our current
policies, we do not use interest rate derivative mstruments 1o manage our exposure o interest rate fluctuations.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
See Index 1o Consolidated Fmancial Statements contained i ltem |3 herem,
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ITEM 9. CHANGES IN AND INSAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
MNone,

ITEM 9A. CONTROLS AND PROCEDURES
Controls and Procedures

As of December 31, 2011, an evaluation was performed under the supervision and with the participation of our management, including
Mel Karmazin, our Chiel Executive Officer, and Davad 1. Frear, our Executive Vice President and Chiel Financial Officer, of the effectivencss
of the design and operation of our disclosure controls and procedures (as thal term is defined m Rule 13a-15(¢) and 15d-15(¢) under the
Secunties Exchange Act). Based on that evaluation, our management, including our Chief Executive Officer and our Chief Financial Officer,
coneluded that our disclosure controls and procedures were effective as of December 31, 2011 There has been no change in our internal
control over financial reporting (as that term is defined in Rule 13a-15(1) and 15d-15(f) under the Securities Exchange Act) during the quarter
ended December 31, 2011 that has matenally affected, or is reasonably likely to matenally affect, our internal control over financial reporting.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rule 13a-
15(0) under the Exchange Act. We have performed an evaluation under the supervision and with the participation of our management, including
our Chief Exceutive Officer and our Chief Financial Officer, of the effectiveness of our internal control over finaneial reporting. Our
management used the tramework in Internal Control-Integrated Framework 1ssued by the Commuttee of Sponsoring Orgamizations to perform
this evaluation. Based on that evaluation, our management, including our Chiel Executive Officer and Chief Financial Officer, concluded that
our internal control over financial reporting was effective as of December 31, 201 1.

KPMG LLP, an independent registered public accounting firm, which has audited and reported on the consolidated financial statements
contained in this Annual Report on Form 10-K, has issued its report on the effectiveness of our internal control over financial reporiing which
follows this report.

Audit Report of the Independent Registered Public Accounting Firm

The effectiveness of our internal control over linancial reporting as of December 31, 2011 has been audited by KPMG LLP, an
independent registered public accounting firm, as stated in their audit report appearing on page F-3 of this Annual Report on Form 10-K.

ITEM9B. OTHER INFORMATION

MNone,



PART Il
ITEM 10, DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this [tem 10 is incorporated in this report by reference to the applicable information in our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Srock COwnership  Governance of the Company, Ttem 1,
Election of Commeon Stock Divectors and ftem 2. Ratification of Independent Registered Public Accountants | which we expect 1o lile with the
Secunties and Exchange Commuission prior to April 30, 2012,

Code of Ethics
We have adopted a code of cthies that applies to all emplovees, including executive officers, and to directors, The Code of Ethics 15
available on the Corporate Governance page of our website at wyww.siriusxm.com. If we ever were to amend or waive any provision of our
Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting officer or any person performing
similar functions, we intend to satisfy our disclosure obhigations with respeet to any such waiver or amendment by posting such mformation on
our internet website set forth above rather than filing a Form 8-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 is incorporated in this report by reference to the applicable informaton in our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions frem 1. Election of Commaon Stock Divectors and frem 2.
Ratification af Independent Registered Public Accountants , which we expeet to file with the Securities and Exchange Commussion prior o
April 30, 2012

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Certain information required by this item 15 set forth under the heading “Equity Compensation Plan Information™ in Part I1, ltem 5, of this
report,

The additional mformation required by this Item 12 is incorporated in this report by reference to the applicable information in our
definitive proxy statement for the 2012 annual meeting of stockholders set forth under the caption Stock Chwnership | which we expect to file
with the Securities and Exchange Commission prior to April 30, 2012

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this [tem 13 is incorporated in this report by reference 1o the applicable information in our definitive proxy
statement Tor the 2012 annual meeting of stockholders set forth under the captions Governance of the Company and ftem 1. Election of
Common Siock Divectors which we expect to file with the Securities and Exchange Commission prior to April 30, 2012,

ITEM 14.  PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this ltem 14 13 incorporated m this report by reference to the applicable information in our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions frem 2. Ratificarion of Independent Registered Public
Accountanis — Principal Aceonntant Fees and Services , which we expeet to file with the Securities and Exchange Commission prior to
April 30, 2012,

33



PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
Documents filed as part of this report:
(1} Financial Statements. See Index 1o Conselidated Finaneial Statements appearing on page F-1.
{2) Financial Statement Schedules. See Index to Consolidated Financial Statements appearing on page F-1.
(3} Exhibits. See Exhibit Index following this report, which is incorporated herein by reference.
54
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Report of Independent Registered Public Aecounting Firm

The Board of Directors and Stockholders
Sirius XM Radio [ne, and subsidianes:

We have audited the accompany ing consolidated balance sheets of Sirius XM Radio Inc. and subsidianes as of December 31, 2011 and
2010, and the related consohidated statements of operations, stockholders’ equity and comprehensive income (loss), and cash flows lor each of
the vears m the three-vear penod ended December 31, 2011, In connection with our audits of the consolidated financial statements, we also
have audited the financial statement schedule listed in Item 13(2). These consolidated financial statements and financial statement schedule are
the responsibility of the Company *s management. Our responsibility 1s 1o express an opinion on these consolidated financial statements and
financial statement schedule based on our audits,

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (Umited States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also ncludes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consohdated financial statements referred to above present fairly, in all material respects, the financial position of
Sirius XM Radio Ine. and subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2011, i conformity with U5, generally accepted accounting principles. Also in our
opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole,
presents fairly, in all matenal respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Sirus XM
Radio Ine. and subsidiaries” intemal control over finaneial reporting as of December 31, 2011, based on eriteria established i fnternal Control
fntegrated Framework 1ssued by the Committee of Sponsoring Organizations of the Treadway Commission (COS0), and our report dated

February 9, 2012 expressed an unqualified opinion on the effectiveness of the Company 's internal control over finaneial reporting.

/s/ KPMG LLF

New York, New York
February ©, 20012



Report of Independent Registered Public Aecounting Firm

The Board of Directors and Stockholders
Sirius XM Radio [ne, and subsidianes:

We have audited Sinus XM Radio Inc. and subsidiaries’ internal control over financial reporting as of December 31, 2011, based on
criteria established in fternal Control — Integrated Framework 1ssued by the Commitiee of Sponsoring Organizations of the Treadway
Commission (COSO0), Sinus XM Radio Ine,'s management is responsible for mamtaiming effective mtemal control over financial reporting and
for 1ts assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management s Report on
Internal Control over Financial Reporting . Our responsibility is to express an opinion on the Company “s internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintmined i all material respects. Our audit mcluded obtamnimg an understanding of imternal control over financial reporting,
assessing the nisk that a material weakness exisis, and testing and evaluating the design and operating effectiveness of internal control based on
the assessed risk. Our andit also included performing such other procedures as we considered necessary in the eircumstances. We believe that
our audit provides a reasonable basis for our opinion.

A company s internal control over Nnancial reporting 1s a process designed to provide reasonable assurance regarding the rehiabality of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company 's internal conirol over financial reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, n reasonable detail, accurately and Fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
aceepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company 's assets that could have a material effect on the financial statements,

Because of its inherent limitations, internal control over financial reporting mayv not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to fulure periods are subject to the risk that controls may become inadequate becanse of changes in conditions,
or that the degree of compliance with the policies or procedures may deteriorate,

In our opinion, Sinus XM Radio Inc. and subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2011, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Sirus XM Radio Ine. and subsidiaries as of December 31, 2011 and 2010, and the related consolidated
statements of operations, stockholders” equity and comprehensive income (loss), and cash flows for each of the vears in the three-year period
ended December 31, 2011, and our report dated February 9, 2012 expressed an unqualified opinion on those consolidated financial statements,

s KPMG LLP

New York, New York
February 9, 2012



SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

fin theoncands, excepd per share data)
Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue
Total revenue
Ohperaling expenses:
Cost of services:
Revenue share and rovalties
Programming and content
Customer service and billing
Satellite and transmission
Cost of equipment
Subscriber acquisition costs
Sales and marketing
Engimeering, design and development
General and administrative
Depreciation and amortization
Restructuring, impairments and related costs
Total operating expenses
Income from operations
Other income (expense):
Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit facilines, net
Interest and investment income (loss)
Other income
Total other expense
Income (loss) belore income laxes
Income tax expense
MNet income (loss)
Preferred stock beneficial conversion feature
MNet meome (loss) attnibutable to commeon stockholders

Met income (loss) per common share:
Basic

Diluted

Weighted average common shares outstanding:
Basic

Diluted

For the Years Ended December 31,

2011 2010 20
$2505414  $2414,174  $2,287,503
73,672 64.517 51,754
71,051 71,355 50,352
274,387 266,946 £3.029
3,014,524 2,816,992 2,472,638
471,149 435410 397,210
281,234 305,914 308,121
259,719 241,680 234,456
75.902 80,947 84,033
33,005 35.281 40,188
434,482 413,041 340,506
222,773 215,454 228,956
53,435 45,390 41,031
238,738 240,970 227,554
267 H80 273,691 309,450
= 63.800 32.807
2338407 2.351.578 2244312
676,117 465414 228,326
(304.938) (295.643) (315,668)
(7,206) (120,120) (267,646)
73,970 (5.375) 5.576
3,252 3,399 3,355
(234.922) (417.739) (574.383)
441,195 47,675 (346,057)
(14.234) (4.620) (5.981)
426,961 43.055 (352,038)
= = (186.188)
§ 426961 § 43055  $ (538.226)
L3 .11 £ .01 E {0.15)
$§ 007 $ 001 $ (015
3.744.606 3.693.259 3,585.864
6,500,822 6,391,071 3,583 864

See accompanying notes to the consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

fin thonsands, excepd share and per share data)
ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable, net

Hecervables from distnbutors

Inventory, not

Prepaid expenses

Related party currend assets

Dieferred 1ax asset

Cihver current asscis

Total current assets
Property and cqguipment, net
Long-term restricted investmens
Deforred fmancing fees, net
Intangible assets, net
Goodwill
Related party long-term asscls
Cither long-term asscts
Tiotal assets

LIABILITIES AND STOCKHOLDERS® EQUITY
Current labilities:
Accounts pavable and acerued expenses
Acerued mierest
Current portion of delermed revenue
Current portion of deferred credit on executory contracts
Current maturities of long-term debd
Related party currend linbilitics
Toal cerrent liabilitics
Deferred revenue
Dieferred credit on cxecutory contracts
Long-term debt
Long-term related party debt
Deferved tax liability
Related party long-term liabilities
Other long-term labilitics
Todal liabilitics
Commitments and contingencies {Note 17)
Stockhoklers” eyuty:
Prefiemred stisck, par value S0,001; 50 000,000 authorized at December 21, 2011 and 2010; Series A convertible preferred stock; no sharcs
maucd and outstanding at December 31, 2017 and 20160
Convertible perpetual prefermed stock, serics B-1 (liquidation preference of $0,001 per share at December 31, 2001 and 2010); 12,500,000
shares issued and outstanding al December 31, 2001 and 2010
Convertible preforred stock, series C junior; no shares ssued and outstanding at December 31, 2011 and 2010
Common stock, par value S0.001; 9000000, 000 shares authenized al December 31, 2001 and 2000 3,753 201,929 and 3933195112 shares
msued and outstanding a1 December 31, 2001 and 2010, respectively
Accumulated other comprehensive income (loss ), net of tax
Additional paid-in capital
Accumplated deficit
Total stockholders” equity
Total liahilitics and stockholders” equity

See accompanying notes to the consolidated financial statements.

As of Decem ber 31,
2011 2000
5 77299 5 586691
101,705 121,654
B4817 67,376
6,711 21,918
125,967 134,994
14,702 6.71%
132,727 44,787
335 7,432
1276954 901,775
1,673,919 1,761,274
3973 3,296
42,06 54,135
2573 638 2,632,688
1,834,856 1,834,856
54,953 A3 475
35657 TLART
5 7.495.996 £ 7383086
-
5 543193 5 595174
70,405 TL453
1,333,965 1,200,346
284,108 271076
1,623 195,815
14302 15,845
2. 247 596 2349 709
198,133 273,075
218199 508,012
2,683,563 2,605,856
328,788 325,907
LO11,084 914,637
21,741 24,517
£L745 #2839
G, 791,851 T.175 450
13 13
3,753 3933
n (3,861}
10,484,400 100,420,604
(9, TE4,052) (10,21 LOS3)
T4, 145 207,636
5 'Iidﬂﬁ.ﬂﬂﬁ 5 TiﬂsiﬂSﬁ



SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY

AND COMPREHENSIVE INCOME (LOSS)

fin thenoenids, excep shoare and per shore datal

Balance at January 1,-2009
Met loss
Other comprehensive boss:

Unrealized gain on available-for-sale
securilics

Foreign cumrency translation
adjustment, net of tax of $110

Tolal comprehensive loss

Issnance of prefiered stock — relaed
party, nel of issuande cosls

lssuance of commaon stock 1o employees
and emplovee benefit plans, net of
forfeitures

Structuring fee on 10% Senior PIk
Secured Notes due 2011

Sharc-based pavmenl expense

Retumed shares under share bormow
agrecmenls

leauanee of restrcted stock units n
satisfaction of acerued compensation

Exchange of 2.5% Convertible MNotes
due 20040, including sccrucd indercsi

Balance at December 31, 2009

et income

Other comprehensive meome:

Unrealized gain on available-for-sale
scourilics

Foreign currency translation
adjustment, nct of tax of $63

Total comprehensmve income

Issuanee of commaon stock L employees
and employee benchil plans, net of
forfeitures

Share-based payvment expense

Exercise of oplions and vesting of
restricted stock units

Conversion of preferred stock to
common slock

Balance at December 31, 2010

Met income

Other eomprehensive income:

Reahzed loss on XM Canada
myvcatment foreign cumency
trams lation adjustment

Foreign cumrency translation
adjustment, nel of tax of 11

Total comprehensive income

Issuance of common stock 1o employees
and emploves benehil plans, net of
forrfeitures

Sharc-based payment expense

Exercise of options and vesting of
restricted stock umits

lssuance of commin stock upon exeorcise
of warranis

Retum of shares under share borrow
agreements

Balance at December 31, 2011

Convertible Accumulated
Perpetual hher Total
Series A Convertible Preferred Stock, Comprehensive  Additional  Accumulated  Stockholders
Preferred Stock Serivs -1 Common Stock Paid-in
Shares Amound Shares Amount Shares Amaount  Income (loss) Cupital Dhelicii Fyuiiy
24808959 § 25 — B —  X651.765.837 § 3652 S (T.871) § 9795951 § (9715882 § T5.H75
{332.038) {352038)
473 473
817 £17
(350,748)
T2300,000 13 410,179 (186,18%) 224,004
8,511,009 ] 2,622 2630
59,178.819 59 5,859 5918
- 71,388 T1Li88
(A, ENM 0N (6l Gl
83,803,422 24 L2207 31,291
= - = — 139400000 139 - 35,025 — 35,164
24308959 5 25 12,500,000 %5 13 3882650087 5 31882 S (6,581) S10,352.291 S(10254.108) § 05,522
43055 43,055
— — - = - — 4649 -~ — 469
251 251
— - = - - 43,775
— — -— — G, 175,089 L - 5. 265 — 5271
52229 52229
— -— - — 19551977 20 - 10819 — 10,835
{24.808.959) (25 = — 24,308,959 25 _ _ _ _
— % — 12500000 5 13 3933,19511: % 3933 § (5,861) S1O420604 S{10211053) § 207 636
426,961 42,961
— —_ - — - - 6,072 - — 6072
[RE 1] 10
= = = = = = = = = 432893
1,882,801 2 3,480 3482
— - = - - 48,381 — 48,381
13,401,048 13 11,540 11,553
— —_ - — 7122951 T - {7 — —
- = = (02399983  (202) - 202 -
— S 12500000 § 13 375301920 § 3753 § 71 510484400 S (9.784092) § 704,145

See accompany ing notes to the consolidated financial statements.
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fin thenesands)
Cash flows from operating activities:
MNet income (loss)

SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31,

Adjusimenis o reconcile net income (loss) to net cash provided by operating activities:

Depreciation and amortization

Mon-cash interest expense, net of amortization of preminm
Provision for doubtful accounts

Restructuning, impairments and related costs

Amortization of deferred income related 1o equity method investment

Loss on extingwishment of debt and credit facilities, net
Giain on merger of unconsolidated entities
Loss on unconsolidated entity invesiments, net
Loss on disposal of assets
Share-based payment expense
Deferred imcome taxes
Other non-cash purchase price adjustments
Distribution from investment in unconsolidated entity
Changes in operating assets and habilities;

Accounts receivable

Recervables from distributors

Inventory

Related party assets

Prepard expenses and other current assets

Ohther long-lemm assets

Accounts pavable and acerued expenses

Acered interest

Deferred revenue

Related party liabilities

Onther long-term liabilities

Met cash provided by operating asctivities

Cash flows from investing activities:
Additions to property and equipment
PPurchase of restncted investmenis
Sale of restricted and other investments
Release of restricted invesiments
Return of capital from investment in unconsolidated entity

Met cash used in investing aclivities

Cash flows from financing activities:
Proceeds from exercise of stock oplions
Preferred stock issuance, net of costs
Long-term borrowings, net of costs
Related party long-term borrowings, net of costs
Payment of premiums on redempiion of debt
Repayment of long-term borrowings
Repayment of related party long-term borrowings

Met cash used in financing activities

Met merease i cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

2011 2000 20
$ 426,961 $  43.055 $(352.038)
267 280 273,691 309 450
39515 42841 43,066
33,164 32379 30,602
— 66,731 26,964
(2,776) 2.776) (2,776)
7.206 120,120 267,646
(75,768) —_ —_
6,520 11,722 13,664
269 1,017 —_
53.190 60 437 73,981
8,264 2308 4,359
(275.33%) (250,727} (202,054)
4,849 — s
(13.211) (39,236) (42,158)
(17,241} (11,023} (2,78%)
(14,793) (5.725) 8,269
30,036 (9,803) 15.305
8,525 75374 10,027
36,490 17,671 26,674
(32,010) 3,420 {46.645)
(2.045) (8R4} 2,429
55,336 133 444 93578
(1,342} (53.413) 20172
152 272 46,103
543,630 312,895 433,830
(137,429) (311.868) (248.511)
(826) — —
— 9454 —
250 — —
10,117 — —
(127 888} (302414 (248 511)
11,353 10,839 =
— (3,712)
— 1,274,707 582,612
— 196,118 362,593
(5,020) (%4.326) (17.075)
(234.976) (1,262,396) (755.447)
— (142.221) (351,247)
(228.443) (7.279) (182.276)
187,299 203202 3,043
SRG,691 383,489 380,446
$ 773.990 § 586691 § 383,489

See accompanying notes o the consolidated financial statements,
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

fin thencends )
Supplemental Disclosure of Cash and Non-Cash Flow Information
Cash paid during the penod for;
Interest, net of amounts capitalized
Non-cash investing and financing activities;
Share-based payments in satisfaction of accrued compensation
Common stock issued in exchange of 2.5% Convertible Notes due
2009 including, acerued interest
Structuring fee on 1084 Senior PIK Secured Notes due 2011
Preferred stock issued to Liberty Media
Release of restricted investments
In-orbit satellite performance incentive
Sale-leaschack of equipment
Common stock 1ssuance upon exercise of warrants
Conversion of Series A preferred stoek to common stock

See accompanying notes (o the consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands, unless otherwise stated)

{1} Business

We broadeast our musie, sports, entertainment, comedy, talk, news, traffic and weather channels in the United States on a subserniption fee
basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other channels over the Internet,
meluding through applications for mobile devices. We have agreements with every major automaker (“OEMs") w offer satellite radios as
factory- or dealer-installed equipment in their vehicles, We also distribute our satellite radios through retail locations nationwide and through
our website. Satellite radio services are also offered (o customers of certain daily rental car companies.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platform. We also dernive revenue from activation and other subscription-related fees, the sale of advertising en select non-music channels, the
direet sale of satellite radios, components and aceessories, and other ancillary serviees, such as our Backseat TV, data and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and pre-owned vehicles. The
length of these prepaid subseriptions varies, bul is tyvpically three 1o twelve months, In many cases, we receive subseription payments from
automakers m advance of the activation of our service. We also reimburse various automakers for certain costs associated with satellite radios
installed in their vehicles,

{2)  Summary of Significant Accounting Policies
Principles of Consolidation

The sccompanying consolidated financial statements of Sirius XM Radio Inc. and subsidianes have been prepared in accordance with
1S, generally accepted accounting principles (“GAAP™). All significant intercompany transactions have been eliminated in consolidation,

Basis of Presentation
In the opimion of management, all normal recurring adjustments necessary for a tair presentation of our consolidated financial statements
as of December 31, 2011 and 2010, and for the vears ended December 31, 2011, 2010 and 2009 have been made.

We have evaluated events subsequent to the balance sheet date and prior o the filing of this Annual Report on Form 10-K for the vear
ended December 31, 2011 and have determined no events have occurred that would require adjustment to or disclosure m our consolidated
financial statements

Reclassifications

Certain amounts in our prior period consolidated lnaneial statements have been reclassified to conform to our current period
presentation.

Use af Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and footnotes. Estimates, by their nature, are based on judgment and available information. Actual
results could differ matenially from those estimates,

F-9



SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Significant estimates inherent in the preparation of the accompanying consolidated (inancial statements include revenue recognition, asset
impairment, depreciable lives of our satellites, share-based payment expense, and valuation allowances against deferred tax assets. Economic
conditions in the United States could have a material impaet on our accounting estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, money market funds, in-transit credit card receipts and highly liquid invesiments with
an original maturity of three months or less when purchased.

Equity Method Investments

We hold an equity method investment in Sirius XM Canada. Investments in which we have the ability 1o exercise significant influence
but not contral are accounted for pursuant to the equity method of accounting. We recognize our proportionate share of eamings or losses of
our affiliates as they occur as a component of Other income (expense) in our consolidated statements of operations,

The dilference between our investment and our share of the far value of the underlving net assets of our affiliates is first allocated 1o
either fimite-lhived intangibles or indefinite-lived intangbles and the balance is attnbuted to goodwill. We follow ASC 350, lntangibles —
Croodwill and Other (“ASC 3307), which requires that equity method finite-lived imntangibles be amortized over their estimated useful life while
indefinite-lived intangibles and goodwill are not amortized. The amortization of equity method fimite-hved intangible assets 1= recorded in
Interest and investment income n our consolidated statements of operations. We periodically evaluate our equity method investments 1o
determine 1f there has been an other than temporary decline below carrving value. Equity method finite-lived intangibles, indefimite-lived
intangibles and goodwill are included in the carrying amount of the investment

Property and Equipment
Property and equipment, including satellites, are stated at cost less accumulated depreciation and amortization. Equipment under capital
leases is stated at the present value of minimum lease payments. Depreciation and amortization are caleulated using the straight-line method
over the following estimated depreciable hives:

Satellite svstem 2 - 15 vears

Terrestrial repeater network 5-15vears

Broadeast studio equipment 3- 15 vears

Capitalized software and hardware 3 -7 vears

Satellite telemetry, tracking and control facilities 3 - 15 vears

Fumniture, fixtures, equipment and other 2 - 7 years

Building 20 or 30 years

Leaschold improvements Lesser of useful hife or remaiming lease term

We review long-lived assets, such as property and equipment, and purchased intangibles subjeet to amortization for impairment whenever
events or changes in eircumstances indicate the carrving amount may not be recoverable. Recoverability of assets to be held and used 15
measured by a comparison of the earrving amount of an asset to estimated undiscounted future eash flows expeeted 1o be generated by the
asset, If the carrying amount of an assel exceeds the estimated future cash flows, an impairment charge is recognized for the amount by which
the carrving amount exceeds the fair value of the asset
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Croodwill and Other Intangible Assets

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and 1dentifiable intangible assets
acquired in business combinations. Our annual impairment assessment of our single reporting unit is performed as of Cetlober 1| # of each year,
and an assessmenl 1s performed at other imes if events or circumstances indicate it 1s more likely than not that the asset 1s impaired. Step one
of the impairment assessment compares the fair value of the entity w its carrving value and if the fair value exceeds its carryving value, goodwill
is not impaired. If the carrving value exceeds the fair value, the implied fair value of goodwill is compared to the carrying value of goodwill. If
the implied fair value exceeds the carrying value then goodwill 1s not impaired; otherwise, an impairment loss will be recorded by the amount
the carrving value exceeds the implied fair value. We did not record anv impairments in 2011, 2010 or 2009,

The impairment test for other intangible assets not subject to amorization consists of a comparison of the fair value of the intangible asset
with its carrying value, This test 1s performed as of October 1 # of cach vear, and an assessment 1s performed at other times if events or
circumsiances indicate it 15 more likelv than not that the asset 1s impaired. Our indefinite life intangibles include FCC licenses and trademark. IT
the carrving value of the intangible asset exceeds its fair value, an impairment loss is recognized in an amount equal to that excess,

We use independent appraisals to assist in determining the fair value of our FCC hcenses and trademark. The income approach, which is
commonly called the “Jefferson Pilot Method™ or the “Greenfield Method”, has been consistently used to estimate the fair value of our FCC
licenses. This method attempts to 1solate the income that is properly attributable to the license alone (that 15, apart from tangible and intangible
assets and goodwill). It is based upon modeling a hypothetical “Greenfield™ build-up to a normalized enterprise that, by design, lacks inherent
goodwill and has essentially purchased (or added) all other assets as part of the build-up process. The methodology assumes that, rather than
acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at nominal cost and build a new operation with
similar attributes from inception. The significant assumption was that the hypothetical start up entity would begin its network build out phase at
the impairment testing date and revenues and variable costs would not be generated until the satellite network was operational, approximately
five vears from inception. The Relief from Royalty method valuation approach was utilized 1o value our trademark. This methodology involves
the estimation of an amount of hypothetical rovalty income that could be generated if the asset was licensed to an independent, third-party
owner. The value of the intangible is the present value of the prospective stream of hypothetical rovalty income that would be generated over
the uselul life of the asset, We did not record any impairments in 2011, 20010 or 2009,

Onther intangible assets with finite lives consists primarily of customer relationships acquired in business combinations, licensing
agreements, and certain 1T related costs. These assets are amortized over their respective estimated useful lives to their estimated residual
values, and reviewed for impairment under the provisions of ASC 360-10-35, Propertv, Plamt and Equipment Overall Subsequent
Measurement . We review intangible assets subject to amortization for impairment whenever events or circumstances indicate that the carrying
amount of an asset may not be recoverable, If the sum of the expected cash flows, undiscounted and without interest, is less than the carrying
amount of the assel, an impairment loss is recognized as the amount by which the carryving amount of the asset exceeds its fair value. We did
not record any impairments in 2011, 2010 or 2009,

Revenue Recognition
We denve revenue primanly [rom subscribers, advertising and direct sales of merchandise. Revenue from subscribers consists of
subscription fees; revenue derived [rom our agreements with daily rental fleet programs; and non-refundable activation and other fees. Revenue
15 recognized as it 1s realized or realizable and earned.
We recognize subscription fees as our services are provided.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

At the ume of sale, vehicle owners purchasing or leasing a vehicle with a subseription 10 our service typically receive between a three and
twelve month prepaid subscription. Prepaid subscription fees received {rom certain automakers are recorded as deferred revenue and amortized
to revenue ratably over the serviee period which commences upon retail sale and activation,

Aclivation fees are recognized ratably over the estimated term of a subscriber relationship, estimated to be approximately 3.5 yvears during
2011, 2010 and 2009, The estimated term of a subscriber relationship is based on historical experience.

We recognize revenue from the sale of advertising as the advertising s broadcast. Agency fees are calculated hased on a stated
percentage applied to gross billing revenue for our advertising mventory and are reported as a reduction of Advertising revenue. We pay certain
third parties a percentage of Adverlising revenue. Advertising revenue 15 recorded gross of such revenue share payments as we are the primary
obligor in the transaction, Advertising revenue share payments are recorded to Revenue share and royalties dunng the period in which the
advertising is broadcast,

Equipment revenue and rovalties from the sale of satellite radios, components and accessories are recognized upon shipment, net of
discounts and rebates. Shipping and handling costs billed to customers are recorded as revenue. Shipping and handling costs associated with
shipping goods to customers are reported as a component of Cost of equipment.

ASC 603, Revenue Recogmition, provides guidance on how and when o recognize revenues for arrangements that may involve the
delivery or performance of multiple products, services and/or rights to use assets, Revenue arrangements with multiple deliverables are
required to be divided into separate units of accounting if the deliverables in the arrangement meet certain criteria, Arrangement consideration
must be allocated at the ineeption of the arrangement to all deliverables based on their relative selling price, which has been determined using
vendor specific objective evidence of selling price of self-pay customers.

Revenue Share

We share a portion of the subscription revenues camned from subscribers with certain automakers. The terms of the revenue share
agreements vary with each automaker, but are typically based upon the eamed audio revenue as reporied or gross billed audio revenue.
Revenue share is recorded as an expense in our consolidated statement of operations and not as a reduction to revenue.

Programming Cosis
Programming costs which are for a specified number of events are amortized on an event-by-event basis; programming cosis which are
for a specified season or period are amortized over the season or pertod on a straight-line basis. We allocate a portion of cerlain programming
costs which are related to sponsorship and marketing activities to Sales and marketing expenses on a straight-line basis over the term of the
agrecment.

Advertising Costs
Media is expensed when aired and advertising production costs are expensed as incurred. Market development funds consist of fixed and
variable payments to reimburse retalers for the cost of advertising and other product awareness activities. Fixed market development funds are
expensed over the periods specified in the applicable agreement; variable costs are expensed when aired and production costs are expensed as
incurred. During the vears ended December 31, 2011, 2010 and 2009, we recorded advertising costs of $116,694, 3110050 and $128.784,
respectively. These costs are reflected in Sales and marketing expense in our consolidated statements of operations.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Subscriber Acguisition Costs

Subseriber acquisition costs consist of costs incurred to acquire new subscribers and include hardware subsidies paid to radio
manulacturers, distributors and automakers, including subsidies paid 1o automakers who include a satellite radio and a prepaid subscription o
our service in the sale or lease price of a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios;
device rovalties for certain radios, commissions paid 1o retailers and automakers as incentives to purchase, install and activate radios; product
warranty obligations; and provisions for inventory allowance. Subscriber acquisition costs do not include advertising, lovalty payments o
distributors and dealers of radios and revenue share payments to automakers and retailers of radios.

Subsidies paid to radio manufacturers and automakers are expensed upon installation, shipment, receipt of produet or activation and are
included in Subscriber acquisition costs because we are responsible for providing the service to the customers. Commissions paid Lo retailers
and automakers are expensed upon either the sale or activation of radios. Chip sets that are shipped to radio manufacturers and held on
consignment are recorded as inventory and expensed as Subscriber acquisition costs when placed into production by radio manufacturers. Costs
for chip sets nol held on consignment are expensed as Subseriber acquisition costs when the automaker confirms receipl.

We record produet warranty obligations in accordance with ASC 460, Guarantees | which requires a guarantor 1o recognize, at the
nception of a guarantee, a liability for the fair value of the obligation undertaken by 1ssuing the guarantee. We warrant that certain products
sold through our retail and direct to consumer distribution channels will perform in all material respects in accordance with specifications in
effect at the tume of the purchase of the products by the customer, The product warranty period on our products 1s 90 days from the purchase
date for repair or replacement of components and/or products that contain defects of matenal or workmanship, We record a hability for costs
that we expect o incur under our warranty obligations when the product is shipped from the manufacturer. Factors affecting the warranty
lahility include the number of units sold and historical and anticipated rates of elmims and costs per claim, We periodically assess the adequacy
of our warranty liability based on changes in these factors.

Research & Development Cosis

Research and development costs are expensed as incurred and primarily include the cost of new product development, chip set design,
software development and engineering. During the vears ended December 31, 2011, 2010 and 2009, we recorded research and development
costs of $48,574, $40,043 and $38,852, respectively. These costs are reported as a component of Engineering, design and development expense
in our consolidated statements of operations.

Share-Based Compensation

We account for equity mstruments granted to employees in accordance with ASC 718, Compensation — Stock Compensation . ASC 718
requires all share-based compensation pavments to be recognized in the finaneial statements based on fair value. ASC 718 requires forfeitures
1o be estimated at the time of grant and revised in subsequent periods if actual forfeitures differ from initial estimates. We use the Black-
Scholes-Merton option-pricing model to value stock option awards and have elected to treal awards with graded vesting as a single award,
Share-based compensation expense is recognized ratably over the requisite service period, which is generally the vesting period, net of
forfeitures. We measure non-vested stock awards using the far market value of restneted shares of common stock on the day the award is
granted.

Fair value as determined using Black-Scholes-Merton model varies based on assumptions used for the expected life, expected stock price
volatility and risk-free mnterest rates, In 201 |, we estimate fair value of awards
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granted using the hybrid approach for volatility, which weights observable historical volatility and implied volatility of qualifying actively
traded options on our common stock. In 2010 and 2009, due 10 the lack of qualifving activelv traded options on our common stock, we utilized
a 100% weighting to observable historical volatlity. The expected life assumption represents the weighted-average penod stock-based awards
are expected to remain outstanding, These expected life assumptions are established through a review of historical exercise behavior of stock-
based award grants with similar vesting periods. Where historical pattemms do not exist, contractual terms are used. The risk-free interest rate
represents the daily treasury yield curve rate at the grant date based on the closing market bid yields on actively traded US. treasury securities
in the over-the-counter market for the expected term. Our assumptions may change in future periods.

Equity instruments granted to non-emplovees are accounted for in accordance with ASC 505, Fguity . The final measurement date for the
fair value of equity instruments with performance criteria 1s the date that each performance commitment for such equity instrument is satisfied
or there is a significant disineentive for non-performance.

Stock-based awards granted o emplovees, non-emplovees and members of our board of directors include warrants, stock options,
restricted stock and restricled stock units,

Income Taves

Dieferred income taxes are recognized for the tax consequences related o tlemporary differences between the camrving amount of assets
and habilities Tor financial reporting purposes and the amounts used for tax purposes at each year-end, based on enacted tax laws and statutory
tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized when,
based on the weight of all available evidence, 1t is considered more likely than not that all, or some portion, of the deferred tax assets will not
be realized. Income tax expense 1s the sum of current income tax plus the change in deferred tax assets and habilities.

ASC 740, Income Taxes, requires a company 1o first determine whether it is more-likely-than-not that a tax position will be sustained
based on its technical merits as of the reporiing daie, assuming that taxing authorities will examine the position and have full knowledge of all
relevant information. A tax position that meets this more-likely -than-not threshold is then measured and recognized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement with a taxing authority. Changes in recognition or
measurement are reflected in the period in which the change in judgment oceurs, We record interest and penalties related to uncertain tax
positions in income tax expense in our consolidated statement of operations.

We report revenues nel of any tax assessed by a governmental authority that is both imposed on, and concurrent with, a specific revenue-
producing transaction between a seller and a customer in our consolidated statements of operations.
As of December 31, 2011 and 2010, we maintained a full valuation allowance agamst our deferred 1ax assets due to our prior history of

pre-tax losses and uncertainty about the iming of and ability to generate taxable income in the future and our assessment that the realization of
the deferred tax assets did meet the “more likely than not”™ eriterion under ASC 740,

Fair Value of Financial Instruments

The fair value of a financial instrument is the amount at which the instrument could be exchanged in an orderly transaction between
market participants o sell the asset or transfer the lability. As of December 31, 2011 and 2010, the carrving amounts of cash and cash
equivalents, accounts and other receivables, and accounts payable approximated fair value due to the short-term nature of these instruments.
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ASC 820, Fair Valwe Measurements and Disclosures, establishes a Tair value hierarchy for input into valuation techniques as follows: 1)
Level 1 input — unadjusted quoted prices in active markets for identical instrument; 11) Level 2 input — observable market data for the same or
similar instrument but not Level 15 and m) Level 3 mput — unobservable inputs developed using management’s assumpiions about the inputs
used for pricing the asset or hability. We use Level 3 inputs to fair value the 8% convertible unsecured subordinated debentures issued by
Sirius XM Canada. This investment 1s not material to our consolidated results of operations or financial position.

Investmenis are periodically reviewed for impairment and a write down is recorded whenever declines in fair value below carrving value
are determined to be other than temporary. In making this determination, we consider, among other factors, the severity and duration of the
decline as well as the likelthood of a recovery within a reasonable timelrame.

The fair value for publicly traded instruments 1s determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates from a market maker and brokerage firm. As of December 31, 2011 and 2010, the carrving value of our
debt was $3,013,974 and $3,217,578, respectively; and the fair value approximated $3,506,546 and $3,722,903, respectively.

Recent Accounting Pronouncements

In Mav 2011, the FASB issued Accounting Standards Update No. 201 1-04, Amendmenis fo Achieve Cammaon Fair Value Measurement
and Disclosure Reguivements in ULS, GAAP and fnternational Financial Reporting Standards (Topic 8200 — Fair Value Measurement (“ASL
200 1-0471, to provide a consistent delinition of fair value and ensure that the fair value measurement and diselosure requirements are similar
between 115, GAAF and Intemational Financial Reporting Standards. ASU 201 1-04 changes certain fair value measurement principles and
enhances the disclosure requirements particularly for Level 3 fair value measurements. The amendments are not expected to have a signilicant
impact on companies that apply U.S. GAAP, This standard 1s effective for intenim and annual periods beginning after December 15, 2011 and
will be applied prospectively. The impact of our pending adoption of ASU 201 [-04 will not be material to cur consolidated financial
slatements,

In June 2011, the FASB issued Accounting Standards Update No. 201 1-05, Comprehensive Income (Topic 220) — Presemiation of
Comprehensive Incame (“ASU 201 1-057), to require an entity to present the total of comprehensive income, the components of net income,
and the components of other comprehensive income either in a single continuous statement of comprehensive income or in two separate but
consccutive statements. ASU 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity. The standard does not change the items which must be reported i other comprehensive income, how such items are measured or
when they must be reclassitied to net income. This standard 1s effective for interim and annual periods beginning afier December 13, 201 | and
will be applied retrospectively. The FASE has deferred the requirement to present reclassification adjustments for cach component of
accumulated other comprehensive income in both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes 1o the
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassification adjustments into
net income, The effective date of this deferral will be consistent with the effective date of the ASU 201 1-05. ASLI 201 1-05 affeets linancial
statement presentation only and will have no impact on our results of consolidated financial statements.

F-15



SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

{3) Earnings per Share

Basic net income (loss) per common share is calculated using the weighted average common shares outstanding during each reporting
period. Diluted net income (loss) per common share adjusts the weighted average common shares outstanding lor the poteniial dilution that
could occur if common stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock
units) were exercised or converted into common stock, caleulated using the treasury stock method. For the years ended December 31, 2011 and
2010, common stock equivalents of approximately 419,752,000 and 689,922,000, respectively, were excluded from the caleulation of diluted
net income per common share as the effect would have been anti-dilutive. Due to the net loss for the vear ended December 31, 2009, common
stock equivalents of approximately 3,381 ,905,000 were excluded from the caleulation of diluted net loss per common share as the effect would
have been anti-dilutive,

For the Years Ended December 31,

fin thowsands, excepd per share data) 2011 2010 2009
Net income (loss) available to common stockholders $ 426961 $ 43055 b 5538.226}
Average common shares outstanding-basic 3,744,606 3,693,259 3385864
Dilutive effect of equity instruments 2,756.216 2697 812 —
Average common shares outstanding-diluted 6,500,822 6,391,071 3,585,864
Net income (loss) per common share
Basie $ 011 5 0.01 b {0.15)
Diluted b 0.07 $ (.01 b (0.15)
emme oo

i4)  Accounts Receivable, net

Accounts receivable, nel are stated al amounts due from customers net of an allowanee for doubtful accounts. Our allowance for doubiful
accounts considers historical experience, the age of certain receivable balances, current economic conditions and other factors that may affect
the counterparty s ability to pay.

Accounts receivable, nel, consists of the following:

December 31, December 31,
2001 2010
(Giross accounts recervable $ 111,637 £ 131.880
Allowanece for doubtlul accounts (9,932) {10,222)
Total aceounts receivable, net $ 101,705 £ 121.658

Receivables rom distributors inelude hilled and unbilled amounts due from OEMs for radio services included in the sale or lease price of
vehicles, as well as billed amounts due from retailers, Receivables from distnbutors consist of the following:

December 31, December 31,

211 2000
Billed £ 44618 £ 30456
Uinbilled 40,199 37.120
lotal b E'HIE 17 £ 67576
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{5) Inventory, net

Inventory consists of finished goods, refurbished goods, chip sets and other raw material components used in manufacturing radios
Inventory 15 stated at the lower of cost, determined on a first-in, first-out basis, or markel. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose carrying value is in excess of net realizable value, The provision related to products purchased
for resale in our direct to consumer distribution channel and components held for resale by us is reported as a component of Cost of equipment
n our consolidated statements of operations. The provision related to inventory consumed in our OEM and retail distribution channel is
reported as a component of Subscriber acquisition cosis in our consolidated statements of operations,

Inventory, net, consists of the following:

December 31, ecember 31,
2011 2010
Raw matenals £ 24,134 £ 18,181
Fimshed goods 28,007 24.492
Allowance for obsolescence (15.430) (20.755)
Total inventory, net £ 36711 £ 21918

6) Goodwill

Goodwill represents the excess of the purchase price over the estimated air value of net tangible and identifiable intangible assets
acquired in business combinations. Our annual impairment assessment 1s performed as of October | #of cach year, and an assessment 1s
performed at other times if events or circumstances indicate 1t 1s more likely than not that the asset 1s impaired. At October 1, 2011 and 2010,
the fair value of our single reporting unit substannally exceeded its carrying value and therefore was not at risk of faling step one of ASC 350-
20, CGroodwill (“ASC 350-207). Subsequent to our annual evaluation of the carrving value of goodwill, there were no events or circumstances
that triggered the need for an interim evaluation for impairment. There were no changes in the carryving value of our goodwill during the years
ended December 31, 2011, 2010 and 2009,
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{7) Intangible Assets

Intangible assets consisted of the following:

December 31, 2011 December 31, 2010
Weighted Average Ciross Accumulated Giross Accumulated
Carrying Net Carrving Carrying Net Carryving
Useful Lives Value Amortization Value Value Amoriizaiion Value

Indefinite life intangible assets:
FCC heenses Indefinite  $2083654 % —  B2083654 2083654 % —  $2083654
Trademark Indefimite 250,000 — 250,000 250,000 — 250,000

Deflimite life intangible assets:

Subseriber relationships 9 yvears 380,000 (191,201} 188,794 380,000 (144,325) 235,675
Licensing agreements 9.1 years 78,897 (34,145) 44,752 78,897 (24,1309 534,767
Proprietary soflware G years 16,552 (11,507) 5,045 16,552 (9,566) 6,986
Developed technology 10 vears 2,000 (G83) 1.317 2.000 (483) 1,517
Leasehold interests 7.4 years 132 (61} 71 132 (43) 89
Total mtangible assets $2.811.235  $(237.597) B2.573.638 $2811.235 B(173.547) 3$2.632.688

Indefinite Life Intangible Assefs

We have identified our FCC licenses and the XM trademark as indefinite life intangible assets after considering the expected use of the
assets, the regulatory and economie environment within which they are used and the effects of obsolescence on their use.

We hold FCC licenses to operate our satellite digital audio radio service and provide ancillary serviees. The following table outlines the

vears in which each of our licenses expires:;

FOC leense

SIRIUS FM-1 satellite
SIRIUS FM-2 satellite
SIRIUS FM-3 satellite
SIRIUS FM-4 satellite( 1)
SIRILIS FM-3 satellite
SIRIUS FM-6 satellite
XM-1 satellite

XM-2 satellite

XM-3 satellite

HM-4 satellite

XM-3 satellite

(1) In 2010, we retired our FM-4 ground spare satellite. We still maintain the FCC license for this satellite.
(2) We hold an FCC license for our FM-6 satellite, which will expire eight vears from when this smellite is launched and placed into operation,
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Prior to expiration, we are required to apply for a renewal of our FCC licenses. The renewal and extension of our licenses is reasonably
certain at minimal cost, which is expensed as incurred. Each of the FCC licenses authorizes us to use the broadcast spectrum, which is a
renewable, reusable resource that does not deplete or exhaust over time.

In connection with the Merger, $250,000 of the purchase price was allocated to the XM trademark. As of December 31, 2011, there were
no legal, regulatory or contractual limitations associated with the XM trademark.

Or annual impairment assessment of our indefinite intangible assets is performed as of October 15t of each year. An assessment is made
at other tmes if events or changes in circumstances indicate that it 1s more likely than not that the assets have been impared, At October 1,
2011 and 2010, the fair value of our indefinite intangible assets substantially exceeded its carrying value and therefore was not at nsk of
impairment, Subsequent to our annual evaluation of the carrying value of goodwill, there were no events or circumstances that tniggered the
need for an interim evaluation for impairment.

Definite Life Intangible Assets
Subseriber relationships are amortized on an accelerated basis over 9 vears, which reflects the estimated pattern in which the economic
benefits will be consumed. Other definite life intangible assets include certain licensing agreements, which are amortized over a weighted
average useful life of 9.1 yvears on a straighi-line basis,

Amortization expense for all definite life intangible assets was $39,050, 366,324 and $76,587 for the vears ended December 31, 2011,
2010 and 2009, respectively. Expected amortization expense for each of the fiscal vears through December 31, 2016 and for periods thereafter
is as follows:

Year ending December 31, Samount

2012 $ 53,680
2003 47,357
2014 38.879
2015 37,553
2016 31,959
Therealter 30,556
Total definite life intangibles assets, net $239.984

{8) Subscriber Revenue

Subscriber revenue consisis of subscription fees, revenue derived from agreements with certain daily rental fleet operators, non-
refundable activation and other fees. Revenues received from OEMSs lor subseriptions ineluded in the sale or lease price of vehieles are also
meluded i subseriber revenue over the serviee period.

Subseriber revenue consists of the following:

For the Years Ended December 31,

2011 2010 2009
Subseription fees £2.5381.433 $2.39% 146 $2.265.660
Activation fecs 13,981 16,028 21.837
Total subserniber revenue £2.595.414 $2.414.174 $2.287.503
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{9 Interest Costs

We capitalized a portion of the interest on funds borrowed to finance the construction costs of our satellites and related lounch vehicles
for our FM-6 satellite for the vear ended December 31, 2011 and for our FM-6 and XM-3 satellites for the vears ended December 31, 2010 and
2009, We also incur interest costs on all of our debt instruments and on our satellite incentive agreements. The following is a summary of our
interest costs:

For the Years Ended December 31,

2011 20140 2000
Interest costs charged Lo expense 304,938 £295,643 $315,668
Interest costs capitalized 33,522 03,850 61,201
Total interest costs mewrred $338.460 £359,523 $376,8649

Included in interest costs incurred is non-cash interest expense, consisting of amortization related to onginal issue discounts, premiums
and deferred financing fees of $39,515, $42.84 1 and $43,066 for the yvears ended December 31, 2011, 2010 and 2009, respectively,

{10y Property and Equipment
Property and equipment, net, consists of the following:

December 31, December 31,
2011 2010
Satellite system £ 1,943,537 £ 1,943,537
Terrestrial repeater network 112,440 109, 582
Leasehold improvements 43,455 43,567
Broadeast studio equipment 53,903 51,985
Capitahized software and hardware 193,301 163.689
Satellite telemetry, tracking and control facilitics 50,539 57,663
Fumniture, fixtures, equipment and other 60,283 653,265
Land 38411 38411
Building 57,185 56,685
Construction in progress 372,508 297,771
Total property and equipment 2,935,562 2,826,157
Accumulated depreciation and amortization (1.261.643) (1,064,883
Property and equipment, net g 1,673,919 £ 1.761.274
Construction in progress consists of the following;
December 31, December 31,
2011 2010

Satellite system b 343932 % 262,744
Terrestrial repeater network 19,194 19,239
Other 9,382 15.788

Construction in progress
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Drepreciation and amortization expense on property and equipment was $208 830, $207 367 and $232.863 for the years ended

December 31, 201 1, 2010 and 2009, respectively. We retired property and equipment of $12,158 during the vear ended December 31, 2011 and
$155.000, which ineluded our FM-4 zatellite, during the vear ended December 31, 2010,

Sarellites

We currently own a fleet of nine orbiting satellites. The chart below provides certain information on these satellites:

Estimated End of

Satellite Designation Year Delivered Depreciable Life
FM-1 2000 2013
FM-2 2000 2013
FM-3 2000 2015
FM-5 2009 2024
XM-1 2001 2013
HM-2 2001 2013
XM-3 20015 2020
X4 20006 2021
xM-3 2010 2025

We own four orbiting satellites for use in the Sirius svstem. Space Svstems/Loral has constructed another satellite (FM-6) for use in this
svsilem.

In 20010, we recorded an other than temporary impaimment charge of $36,100 to Restructuring, impairments, and related costs in our
comsolidated statement of operations for FM-4, a ground spare satellite held in storage since 2002, We determined that the probability of
launching FM-4 was remote due to the launch of XM-5 in 2010.

We own five orbiting satellites for use in the XM syvstem. Four of these satellites were manufactured by Boeing Satellite Systems
International and one was manufactured by Space Systems/Loral.

During the vears ended December 31, 2011 and 2010, we capitalized expenditures, including interest, of $81,189 and $223 925,
respechively, related to the construction of our FM-6 and XM-5 satellites and related launch vehicles.

{11) Related Party Transactions
We had the following related party balances at December 31, 2011 and 2010:

Related party

Related party Related party Related party fong-term Related party
CUrrent ussels long-term assels current linhilities linhilitics long-term dobi
011" 2010 w011t 2010 2011+ 2010 2011+ 2010 2011 2010

Liberty Media F —F — 51212 $ 1571 59722 $§9765 § — § — §328,788 $325.907
Sirtus XM Canada 14,702 — 53741 — 4 580 — 21,741 —_ —_ —_
Sirtus Canada —: =513 = = = 1.805 = —= — =
XM Canada — _L.106 — _31.904 — 4275 — 24517 — —
Taotal £14.702  $6.719 §$54953 $33475 $14.302 $15845 $21.741 $24.517 $328,788 $315.907

*Sirius Canada and XM Canada combined in June 201 1. The combined entity now operates as Sinus XM Canada.
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Liberty Media
In February, 20089, we entered into an Investment Agreement (the “Investment Agreement”) with an affiliate of Liberty Media
Corporation, Liberty Radio, LLC {collectively, "Liberty Media™). Pursuant 1o the Investment Agreement, in March 2008 we issued 1o Liberty

Radio, LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B (the “Series B Preferred Stock™), with a liquidation
preference of $0.001 per share in partial consideration for certain loan investments. Liberty Media has representatives on our board of directors.

The Senes B Preferred Stock 1s convertible inte 2, 586,976,000 shares of common stock. The Investment Agreement provides for certain
standsull provisions during the three vear period ending in March 2012

We accounted for the Series B Preferred Stock by recording a $227 716 inerease 1o additional paid-in capital, excluding issuance cosis,
for the amount of allocated proceeds received and an additional $186, 188 increase in paid-in capital for the beneficial conversion feature,
which was immediately recognized as a charge to retained earnings.

Liberty Media has advised us that as of December 31, 20111 and 2010, respectively, it owned the following:

December 31, December 31,
2011 2010

8.75% Senmor Notes due 2015 $ 150,000 £ 150,000
9.75% Semor Secured Notes due 2015 50,000 30,000
13% Semior Notes due 2013 76,000 76,000
7% Exchangeable Senior Subordinated Notes due 2014 11,000 11,0040
7.625% Senmior Notes due 2018 50,000 50,000
Total principal debi 337 000 337,000
Less: discounts 8,212 11,093
Total carrving value debt b 328,788 £ 325907

As of Deeember 31, 2011 and 2010, we recorded $9,722 and $9,763, respectively, related to accrued interest with Liberty Media to
Related party current liabilities. We recogmized Interest expense associated with debt held by Liberty Media of $35,681, $40,169 and $79,640
for the years ended December 31, 2011, 2000 and 2009, respectively.

Sirius XM Canada

In June 2011, Canadian Satellite Radio Holdings Ine. (“CSR™), the parent company of XM Canada, and Sinus Canada completed a
transaction 1o combine their operations (“the Canada Merger™). As a result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Sirius XM Canada In connection with the transaction, we received:

« approximately 46,700,000 Class A shares of CSR. representing a 38.0% equity interest and a 25.0% voling interest:

= $53.781 in cash as repayment of the XM Canada credit Facility ($38,813) and consideration for our preferred stock in Sirtus Canada
($10,117 as a return of capital and $4,849 in dividends, net of foreign withholding taxes); and

* $5.208 in non-interest bearing notes of CSR, which are primarily due at the earliest of (a) the maturity date (2 vears). (b) after Sirius
XM Canada 13 “free cash Mow™ positive for a period of s1x consecutive months, or (¢) a date determined by the Sirius XM Canada
board of dircctors, As of December 31, 2011, 84,798 of these notes were reported as a Related Party current assets.
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The transaction was accounted for as a reverse acquisition whereby Sirius Canada was deemed 10 be the acquirer of CSR. As a result of
the transaction, we recognized a $75.768 gain in Interest and investment income during the vear ended December 31, 2011.

Our interest m Sirius XM Canada 15 accounted for under the equity method, The excess of the cost of our ownership interest in the equity
of Sirius XM Canada over our share of the net assets is recognized as goodwill and intangible assets and is included in the canying amount of
our investment. Equity method goodwill is not amortized. We will periodically evaluate this investment to determine if there has been an other
than temporary decline below carrving value. Equity method intangible assets are amortized over their respective useful lives, which 15
recorded in Interest and invesiment income, As of December 31, 2011, our investment balance in Sirius XM Canada was approximately
$45.061, $28,589 of which represents equity method goodwill and intangible assets, and was recorded in Related party long-tenm assets.

We provide Sirius XM Canada with chip sets and other services and we are reimbursed for these costs. As of December 31, 2011,
amounts due for these cosis totaled $7.404 and 1s reported as Related party current assets.

As of December 31, 2011, amounts due from Simus XM Canada also mcluded 7,280 attnbutable to deferred programming costs and
accrued interest, $4.780 of which 1s reporied as Related party long-term assets.

We hold an investment in Cdn$4,000 face value of 8% convertible unsecured subordinated debentures issued by CSR, for which the
embedded conversion feature is bifurcated from the host contract. The host contract 15 accounted for at fair value as an available-for-sale
security with changes in fair value recorded to Accumulated other comprehensive income (loss), net of tax, The embedded conversion feature
1s accounted for at fair value as a denvative with changes in far value recorded in eamings as Interest and investment income (loss). As of
December 31, 201 1, the carrving values of the host contract and embedded derivative related to our investment in the debentures was $3 490
and $0, respectively. As of December 31, 2010, the carryimg values of the host contract and embedded derivative related to our investment in
the debentures was $3.302 and $11. respectively. The carrving values of the host contract and embedded derivative are recorded in Related
party long-tenm assets,

As of December 31, 2011, amounts due o Sirtus XM Canada totaled $1,804 and is reporied as Related party current liabilities,
We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of operations:

For the Year Ended

Dycem ber 31,
2011+
Royalty meome 5 13,735
Amortization of Sirius XM Canada deferred mcome 1,388
Licensing fee revenue 3,000
Advertising reimbursements 417
Total revenue from Sirius XM Canada b 18,540

*Sirius XM Canada commenced operations on June 2011

Our share of net earnings or losses of Sirius XM Canada are recorded 1o Interest and investment income {loss) in our consolidated
statements of operations on a one month lag. Our share of Sinus XM Canada’s net income was $1,081 for the year ended December 31, 2011,
We recorded amortization expense of 1,356 related to the equity method intangible assets for the vear ended December 31, 2011.
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Sirius Canada

We had an equity mterest of 49.9% in Sinus Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31, 2010 as our investment balance was absorbed by our share of net losses penerated
by Sirus Canada

In 2005, we entered into a hicense and services agreement with Sinus Canada, Pursuant to such agreement, we are reimbursed for certain
costs incurred o provide Sinus Canada service, including certain costs incurred for the production and distribution of radios, as well as
information technology support costs, In consideration for the nights granted pursuant to this license and services agreement, we have the right
to receive a rovalty equal to a percentage of Sinus Canada’s gross revenues based on subscriber levels (ranging between 5% to 15%) and the
number of Canadian-specific channels made available to Sirius Canada.

We recorded the following revenue from Sirius Canada. Rovalty income is included in other revenue and dividend income is included in
Interest and investment income (loss) in our consolidated statements of operations:

For the Years Ended Decemboer 31,

2011° 20110 2009
Rovalty mcome £ 9945 £ 10684 $5797
Dividend meome 460 926 839

Total revenue from Sirius Canada £ 10405 £ 11,610 $ 6,636

* Sinus Conada combined with XM Canada m June 2011,

Receivables from rovalty and dividend income were utilized to absorb a portion of our share of net losses generated by Sirius Canada.
Total costs that have been or will be reimbursed by Sirius Canada were $5,253, $12,185 and $11.031 for the vears ended December 31, 2011,
2010 and 2009, respectively.

Our share of net earmings or losses of Sirius Canada was recorded to Interest and investment income (loss) in our consolidated statements
of operations on a one month lag. Our share of Sirus Canada’s net loss was $9.717, $10,257 and $6,636 for the vears ended December 31,
2011, 2010 and 2009, respectively. The payments received from Sirius Canada in excess of carrying value were 56,748, $10.28] and $13.738
for the vears ended December 31, 2011, 2000 and 2004, respectively,

XM Canada

We had an equity mterest of 21.5% in XM Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31, 2010 as our investment balance was absorbed by our share of net losses penerated
by XM Canada.

In 2005, XM entered into agreements to provide XM Canada with the nght to offer XM satellite radio service m Canada. The agreements
have an imitial ten vear term and XM Canada has the unilateral option to extend the agreements for an additional five vear term. We receive a
153% rovalty for all subseriber fees earned by XM Canada each month for its basic service and an activation fee for each gross activation of an
XM Canada subseriber on XM s system. Sinus XM Canada is obligated to pay us a total of $70,300 for the rights to broadeast and market
MNational Hockey League (“NHL™) games [or a ten year term. We recognize these payments on a gross basis as a principal obligor pursuant 1o
the provisions of ASC 603, Revenue Recognition . The esumated fair value of deferred revenue from XM Canada as of the Merger date was
approximately $34,000, which 1s
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amortized on a straight-line basis through 2020, the end of the expected term of the agreements. As of December 31, 2011 and December 31,
2010, the carrving value of deferred revenue related to this agreement was 524,517 and $28,792, respectively,

The Cdn$435,000 standby credit facility we extended 0 XM Canada was paid and terminated as a result of the Canada Merger. We
received $38.815 in cash upon payment of this facility. As a result of the repayment of the credit facility and completion of the Canada Merger,

we released a $15.649 valuation allowance related 1o the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011,

As of December 31, 2010, amounts due from XM Canada also imcluded $7,201 attributable to deferred programming costs and accrued
interest, all of which 15 reported as Related party long-term assets.

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of operations:

For the Years Ended December 31,

2001 2010 201
Amortization of XM Canada deferred income £ 1388 £ 2776 £ 2776
Subscriber and activation fee rovalties 3,483 10,313 11,603
Lieensing fee revenue 3,000 4.300) 6,000
Advertising reimbursements 833 1,083 1.067
Total revenue from XM Canada £10.704 $18.672 £21.446

* 30 Canada combined with Sirus Canada m June 2011,

Our share of net eamings or losses of XM Canada is recorded to Interest and investment income in our consolidated statements of
operations on a one month lag. Our share of XM Canada’s net loss was $6,045, $12,147 and $2,292 for the vears ended December 31, 2011,
2010 and 2009, respectively.

Creneral Mators and American Honda

We have a long-term distribution agreement with General Motors Company (*GM™). GM had a representative on our board of directors
and was considered a related party through May 27, 2010, During the term of the agreement, GM has agreed to distnibute our service, We
subsidize a portion of the cost of satellite radios and make incentive payvments to GM when the owners of GM vehicles with factory- or dealer-
installed satellite radios become self-paving subscribers. We also share with GM a percentage of the subscriber revenue attributable to GM
vehicles with factory- or dealer- installed satellite radios. As part of the agreement, GM provides certain call-center related services directly o
subsenbers who are also GM customers for which we reimburse GM.

We make bandwidth available to OnStar LLC for audio and data transmissions to owners of enabled GM vehicles, regardless of whether
the owner is a subseriber. OnStar’s use of our bandwidth must be in compliance with applicable laws, must not compete or adversely interfere
with our busimess, and must meet our quality standands, We also granted to OnStar a certain amount of time to use our studios on an annual
basis and agreed to provide certain audio content for distribution on OnStar’s services,

We have a long-term distribution agreement with American Honda. American Honda had a representative on our board of directors and
was considered a related party through May 27, 2010, We have an agreement 1o make a certain amount of our bandwidth available to American
Honda, Amercan Honda's use of our bandwidth
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must be in compliance with applicable laws, must not compete or adversely interfere with our business, and must meet our quality standards.
This agreement remains in effect so long as American Honda holds a certain amount of 1ts investment in us. We make mmcentive pavments to
American Honda for each purchaser of a Honda or Acura vehicle that becomes a self-paving subseriber and we share with American Honda a
portion of the subseriber revenue attnibutable to Honda and Acura vehicles with installed satelhite radios.

We recorded the following total related party revenue from GM and American Honda, primarily consisting of subscriber revenue, in
connection with the agreemenis above:

For the Years Ended December 31,

| —_—l0

GM b 12,759 b 31,037
Amencan Honda 4,990 12,254
Total $ 17.749 b 43291

*GM and American Honda were considered related parties through May 27, 2010,
We have mcurred the following related party expenses with GM and American Honda:

For the Years Ended December 31,

2o 209
American American

GM Honda M Honda
Sales and marketing $13.374 $ — % 31,595 £ 500
Revenue share and rovalties 15,823 3.167 58,992 6,541
Subscriber acquisition cosls 17.514 1.969 34.895 5,357
Customer serviee and billing 125 - 268 —
Interest expense, net of amounts capitalized 1421 = 4.644 =
Total $48.257 $ 5.136 £130.394 £12.438

*(GM and American Honda were considered related parties through May 27, 2010,

{12} Investments
Auction Rate Certificates

Auction rate certificates are long-lerm securities structured 1o reset their coupon rates by means of an auction. We accounted for our
mvestment in auction rate certificates as available-for-sale securities. In January 2010, our imvestment in the auction rate cerlificates was called
by the issuer at par plus accrued interest, or $9,456, resulting in a gain of $425 in the year ended December 31, 2010,

Long Term Restricted Investments

Restricted mvestments relate to reimbursement obligations under letters of eredit issued for the benefit of lessors of office space. As of
December 31, 2011 and December 31, 2010, our Long-term restricted investments were $3,973 and $3,396, respectively. During the vear
ended December 31, 2011, $250 of obligations relating to these letters of credit were terminated and a new letter of credit agreement was
entered into for $826 for additional space.
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(13) Debt
Our debt consists of the following:
Conversion
Iecember 31, December 31,
Price
{per sharc) 2011 2010
3.25% Convertible Notes due 2011 (a) £ 530 $ — 5 191,979
Less: discount — (515)
R.75% Senior Notes due 2015 (b) N/A BOO,000 RO0,000
Less: discount (9,753) (12,213)
9.75% Senior Secured Notes due 20135 (c) N/ 257,000 257,000
Less: discount (8,356) (10, 116)
11.25% Senior Secured Notes due 2013 (d) NiA — 36,685
Less: discount — (1,703)
13% Senior Notes due 2013 (e) N/A 778,500 778,500
Less: discount (39.504) {(59.592)
7% Exchangeable Senior Subordinated Notes due
2014 (f) £ 1875 550,000 550,000
Less: discount (3,956) (7.620)
7.625% Senior Notes due 2018 (g) NiA 700,000 700,000
Less: discount (101.898) (12,054)
Other debt;
Capital leases NiA 2941 7.229
Total debt 3.013.974 3,217.578
Less: total current maturities non-related party 1,623 195815
Total long-term 3,012,351 3,021,763
Less: related party 328788 325907
Total long-term, excluding related party $2.683.563 $2.695.856

fa) 3.25% Convertible Notes due 2011

In October 2004, we 1ssued $230,0000 in aggregate principal amount of 3.25% Convertible Notes due October 15, 201 1 (the ©3.25%
MNotes™), which were convertible, al the oplion of the holder, into shares of our common slock al any time al a conversion rate of 188.6792
shares of commeon stock for each $1,000 principal amount, or $5.30 per share of common stock, Interest was payable semi-annually on
April 15 and October 15 of each vear. The obligations under the 3.25% Notes were not secured by any of our assets.

In 2011, we purchased $168,113 of the outstanding 3.23% Notes al prices between 100.75% and 101% of the principal amount plus
acerued interest. We recognized a loss on extinguishment of debt for the 3.25% Notes of $2 291 for the vear ended December 31, 2011, which
consists primarily of cash premiums paid, unamortized discount and deferred financing fees. The remaining $23 866 in principal amount of the
3.25% Notes was paid in October 2011 upon maturity.

{h) 8.75% Semior Notes due 2015

In March 2010, we issued $300,000 aggregate principal amount of 8.75% Senior Notes due 2015 (the “8.75% Notes"™), Interest is payable
semi-annually in arrears on April | and October 1 of each vear at a rate of 8.75% per annum. The 8.75% Notes mature on April 1, 2015, The
8.75% Notes were issued For $786,000, resulting in an aggregate original issuance discount of $14,000, Substantially all of our domestic
whollv-owned subsidiaries guarantee our obligations under the 8.75% MNotes on a senior unsecured basis,

F-27



SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

fe) 9.75% Senior Secured Notes due 2015

In August 2009, we issued $257 000 aggregate principal amount of %.75% Senior Secured MNotes due September 1, 2015 (the “9.75%
MNotes™), Interest i1s pavable semi-annually in arrears on March | and September | of each year at a rate of 9.75% per annum. The 9.73% Notes
were issued for $244.292, resulting in an aggregate onginal issuance discount of $12,708. Substantially all of our domestic wholly -owned
subsidiaries guarantee our obligations under the 9.75% Notes, The 9.73% Notes and related guarantees are secured by first-priority liens on
substanually all of our assets and the assets of the guarantors.

() 11.25% Senior Secured Notes due 2013

In June 2009, we issued $325,750 aggregate principal amount of 11.25% Senior Secured Motes due 2013 (the *11.253% Notes™), The
11.25% Notes were issued for $488,398, resulting in an aggregate original issuance discount of $37,352.

In October 2010, we purchased $489,065 in aggregate principal amount of the 11.25% Notes. The aggregate purchase price for the
[1.25% Motes was $367,927. We recorded an aggregate loss on extinguishment of the 11.25% Notes of $85,216, consisting primarily of
unamortized discount, deferred finaneing fees and repayment premium to Loss on extinguishment of debt and eredit facilities, net, in our 2010
consolidated statements of operations. The remainder of the 11.25% Notes of $36,685 was purchased in January 2011 for an aggregate
purchase price of $40.376. A loss from extinguishment of debt of $4,915 associated with this purchase was recorded during the vear ended
December 31, 2011

(e} 13% Senior Notes due 2013

In July 2008, we issued $778,500 aggregate principal amount of 13% Senior Notes due 2013 (the *13% Notes™). Interest is pavable semi-
annually in arrears on February 1 and August 1 of each year at a rate of 13% per annum. The 13% Notes mature on August 1, 2013,
Substantially all of our domestic wholly-owned subsidiaries guarantee our obligations under the 13% Notes.

{f} 7% Exchangeable Senior Subordinared Notes due 2014

In August 2008, we issued $550,000 aggregate principal amount of 7% Exchangeable Senior Subordinated Notes due 2014 (the
“Exchangeable Notes™). The Exchangeable Notes are senior subordinated obligations and rank jumor in nght of payvment to our existing and
future senior debt and equally in right of payment with our existing and luture senior subordinated debt. Substantially all of our domestic
wholly-owned subsidiaries have guaranteed the Exchangeable Notes on a senior subordinated basis,

Interest is payable semi-annually in arvears on June | and December | of each vear at a rate of 7% per annum. The Exchangeable Notes
mature on December 1, 2014, The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our common
stock al an initial exchange rate of 333.3333 shares of common stock per $1,000 principal amount of Exchangeable Notes, which is equivalent
to an approximate exchange price of $1.8735 per share of common stock.

(g) 7.625% Senior Notes due 2018

In October 2010, we issued $700,000 aggregate principal amount of 7.625% Senior Notes due 2018 (the “7.625% Scnior Notes™). Interest
15 payable semi-annually in arrears on May | and November | of each year at a rate of 7.625% per annum. A majority of the net proceeds were
used to purchase $489,065 aggregate principal amount of the 11.25% Notes. The 7.625% Semor Notes mature on November 1, 2018
Substantially all of our domestic wholly -owned subsidiaries guarantee our obligations under the 7.625% Semor Notes.,
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Covenants and Restrictions

Our debt generally requires compliance with certain covenants that restrict our ability to, among other things, (1) incur additional
indebiedness unless our consolidated leverage ratio would be no greater than 6.00 to .00 afier the incwrrence of the indebledness, (11) incur
liens, (ii1) pay dividends or make certain other restricted payvments, investments or acquisitions, (iv) enter into certain transactions with
affiliates, (v) merge or consolidate with another person, (vi) sell, assign, lease or otherwise dispose of all or substantially all of our assets, and
(vi1) make voluntary prepayments of certain debt, in cach case subject o exceptions,

Under our debt agreements, the following generally constitute an event of default: (1) a default in the payment of interest; (11) a default in
the payment of principal; (iii) failure to comply with covenants; (1v) failure to pay other indebtedness after final maturity or acceleration of
other indebtedness exceeding a specified amount; (v) certain events of bankruptey; (vi) a judgment for payment of money exceeding a specified
aggregate amount; and (vit) voidanee of subsidiary guarantees, subject to grace periods where applicable. I an event of default oceurs and 15
continuing, our debt could become immediatelv due and payable

Al December 31, 2011, we were in compliance with our debt covenants.

{14) Stockholders® Equity
Commaon Stock, par value $0.001 per share

We were authorized to 1ssue up to 9,000 000,000 shares of common stock as of December 31, 201 1 and 2010, There were 3,753,201,929
and 3,933,195,112 shares of common stock issued and outstanding as of December 31, 2011 and 2010, respectively,

Asof December 31, 201 1, approximately 3,342,818,000 shares of common stock were reserved for issuance i connection with
outstanding convertible debt, preferred stock, warrants, incentive stock awards and commeoen stock to be granted to third parties upon
satisfaction of performance targets.

To facilitate the offering of the Exchangeable Notes, we entered into share lending agreements with Morgan Stanley Capital Services Ine.
(“"MS") and UBS AG London Branch (“UBS”) in July 2008, under which we loaned M35 and UBS an aggregate of 262,400,000 shares of our
common stock in exchange for a fee of $0.001 per share. Dunng the third quarter of 2009, MS returned to us 60,000,000 shares of our common
stock borrowed. In October 2001 1, MS and UBS returned the remaining 202 400,000 shares loaned. The returned shares were retired upon
receipt and removed from outstanding common stock, The share lending agreements have been terminated.

The shares we loaned to the share borrowers were issued and outstanding For corporate law purposes through October 201 1, and holders
of borrowed shares (other than the share borrowers) had the same righis under those shares as holders of any of our other outstanding common
shares. Under GAAP, the borrowed shares were nol considered outstanding for the purpose of computing and reporting our net income (loss)
per commeon share,

We recorded mterest expense related to the amortization of the costs associated with the share-lending arrangement and other issuance
costs of 511,189, $10,095 and 39,248, respectively, for the years ended December 31, 2011, 2010 and 2009, As of December 31, 2011, the
unamortized balance of the debt 1ssuance costs was 540,054, with $39,253 recorded in deferred financing fees, net, and $801 recorded in long-
term related party assets. As of December 31, 2010, the unamortized balance of the deb issuance costs was $31,243, with $50,2 18 recorded in
deferred fNinancing fees, net, and $1.025 recorded in long-term related party assets. As of December 31, 2010, the estimated fair value of the
outstanding 202,400,000 loaned shares was approximately $329,912. These costs will continue to be amortized until the debt 1s terminated.
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In January 2004, Sinus signed a seven-year agreement with a sports programming provider which expired in February 2011, Upon
execution of this agreement, Sirius delivered 15,173,070 shares of common stock valued at $40.967 to that programming provider. These
shares of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment expense associated
with these shares of $1,568, $5.852, and $5.852 in the yvears ended December 31, 2011, 2010 and 2009, respectively. As of December 31, 2011
and December 31, 2010, there was £0 and $1,568 remaining balance of common stock value included in other current assets, respectively.

Preferred Stock, par value $0.001 per share
We were authorized to 1ssue up to 30,000,000 shares of undesignated preferred stock as of December 31, 2011 and 2010,

There were no shares of Series A Convertible Preferved Stock (“Sertes A Preferved Stock™) issued and owtstanding as of December 31,
2011 and December 31, 2010

There were 12,300,000 shares of Series B Preferred Stock issued and outstanding as of December 31, 2011 and 2010. The Series B
Preferred Stock is convertible into shares of our common stock at the rate of 2069581409 shares of common stock for each share of Series B
Preferred Stock, representing approximately 40% of our outstanding shares of common stock (after giving effect to such conversion), As the
holder of the Series B Preferred Stock, Liberty Radio LLC is entitled to a number of votes equal to the number of shares of our common stock
into which such shares of Series B Preferred Stock are convertible. Liberty Radio LLC will also receive dividends and distributions ratably
with our common stock, on an as-converted basis. With respect to dividend rights, the Series B Preferred Stock ranks evenly with our common
stock and each other class or series of our equity secunties not expressly provided as ranking senior to the Series B Preferred Stock. With
respeet o liquidation rights, the Series B Preferred Stock ranks evenly with each other elass or series of our equily securities not expressly
provided as ranking senior to the Series B Preferred Stock, and will rank senior to our common stock. In 2009, we accounted for the issuance
of Series B Preferred Stock by recording a $227.7 16 increase to additional paid-in-capital for the amount of the allocated proceeds received and
an additional $186,188 increase to paid-in-capital for the beneficial conversion feature, which was recognized as a charge to retmined carmings.

There were no shares of Preferred Stock, Senes C Jumor (the “Series C Junior Preferred Stock™), 1ssued and outstanding as of
Drecember 31, 201 | and 2010, In 2009, our board of directors created and reserved for issuance in accordance with the Rights Plan (as
deseribed below) 9,000 shares of the Series C Jumor Preferred Stock. The shares of Series C Junior Preferred Stock are not redeemable and
rank, with respect to the pavment of dividends and the distribution of’ assets, junior to all other series of our prefered stock, unless the terms of
such series shall so provide. The Rights Plan expired on August 1, 2011,

Wiarrants

We have 1ssued warranis to purchase shares of common stock 1n connection with distribution, programming and satellite purchase
agreements and certain debt issuances. As of December 31, 2011 and 2010 approximately 22,506,000 and 42,421,000 warrants 1o acquire an
cqual number of shares of common stock were outstanding and fully vested, These warrants expire at vanous times through 2015, At
December 31, 2011 and 2010, the weighted average exercise price of outstanding warrants was $2.63 and $2.66 per share, respectively. During
the vear ended December 31, 2011, 3,415,000 warrants expired. We incurred warrant related expense of $2,522 for the vear ended
December 31, 2009, We did not meur warrant related expenses in 2011 or 2010,
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Average Number of
Warrants
Exercise Hetn
- ; December 31,
Expiration
fwarrants i thowsamds) Price Date 2011 2010
NFL $ 250 March 2015 16,718 16,718
DaimlerChryvsler AG 1.04 May 2012 —_ 16,500
Ford 3.00 Oretober 2002 4.000 4.000
Lehman Warrants March 2011 -
15,00 Apnl 201] —_ 1,575
Space Svstems/Loral 7.05 December 2011 — 1.840
Other distributors and programming providers 3.00 June 2014 1,788 1,788
Total 22.506 42,421

In February 2011, Daimler AG exercised 16,300,000 warranis to purchase shares of common stock on a net settlement basis, resuliing in
the ssuance of 7,122,951 shares of our common stock.

Rights Plan

In Apnl 2009, our board of directors adopied a rights plan. The terms of the rights and the rights plan are set forth in a Rights Agreement
dated as of Apnl 29, 2009 (the “Rights Plan™). The Rights Plan was intended to act as a deterrent to any person or group acquiring 4.9% or
more of our outstanding commaon stock {assuming for purposes of this calculation that all of our outstanding convertible preferred siock was
converted into commaon stock) without the approval of our board of directors. The Rights Plan expired on August 1, 2011

(15) Benefits Plans

We recognized share-based payment expense of $531,622, £54 385, and $63,607 for the vears ended December 31, 2011, 2010 and 2009,
respectively, We did not realize any income tax benefiis from share-based benefits plans during the vears ended December 31, 2011, 2010 and
2009 as a result of the full valuation allowance that is maintained for substantially all net deferred tax assets

2009 Long-Term Stock Incentive Plan

In May 2009, our stockholders approved the Sirius XM Radio Ine. 2009 Long-Term Stock Incentive Plan (the “2009 Plan™). Employees,
consultants and members of our board of directors are eligible to receive awards under the 2009 Plan. The 2009 Plan provides for the grant of
stock options, restricted stock, restricted stock units and other stock-based awards that the compensation committee of our board of directors
may deem appropriate. Vesting and other terms of stock-based awards are set forth in the agreements with the individuals receiving the awards
Stock-based awards granted under the 2009 Plan are generally subject to a vesting requirement. Stock-based awards generally expire ten vears
from the date of grant. Each restricted stock unit entitles the holder to receive one share of common stock upon vesting. As of December 31,
2011, approximately 197,606,000 shares of common stock were available for future grants under the 2009 Plan.

ther Plans

We maintain four other share-based benefit plans — the XM 2007 Stock Incentive Plan, the Amended and Restated Sinus Satellite Radio
2003 Long-Term Stock Incentive Plan, the XM 1998 Shares Award Plan and the XM Talent Option Plan. Mo further awards may be made
under these plans. Outstanding awards under these plans continue to vest,
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The following table summarizes the weighted-average assumptions used to compute the fair value of options granted to emplovees and
members of our board of directors:

For the Years Ended

December 31,
2L, 2uh g
Risk-free imterest rale 1.1% 1.7% 2.5%
Expecied life of options — years 527 5.28 4.68
Expected stock price volatility (8% H5% 8%
0% e 0%

Expecied dividend vield

The following table summarizes the range of assumptions used to compute the fair value of options granted to third parties, other than
non-emplovee members of our board of directors:

For the Year Ended

Ieember 31,

2%
Risk-free mterest rale 0.67-2.69%
Expected life — vears 2.33-6.19
Expected stock price volatility 83-130%

0%

Expected dividend vield
There were no options granted to third parties, other than non-employee members of our board of direetors, during the vears ended
December 31, 2011 and 2010,

In 2011, we estimated Fair value of awards granted using the hybnd approach for volatility, which weights observable histonical volatility
and implied volatlity of qualifying actively traded options en our common stock. [n 2010 and 2009, due 1o the lack of qualifving actively
traded options on our common stock, we utilized a 100% weighting to observable storical volaulity.
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The following table summarizes stock option activity under our share-based payment plans for the vears ended December 31, 2011, 2010
and 200% (shares in thousands}):

Weighted-
Wedghted-Average
Average Hemaining Aggregate
Exercise Contractual Term Intrinsic
Shares Price (Y ears) Value
Oustanding, January 1, 2009 165436 $ 442
Granted 265.761 $ 053
Exercised — § —
FForfeited, cancelled or expired (66.405) $ 521
Outstanding, December 31, 2009 364,792 $ 144
Granted 71,179 $ 0497
Exercised (19,360) $ 056
Forfeited, cancelled or expired (14,741 $ 358
Outstanding, December 31, 2010 401,870 § 132
===

Granted 77.450 % 180
Exercised (13,3007 $ OR7
Forfeited, cancelled or expired (26,440 § 415

Outstanding; December 31, 2011 439.580 $ 125 6.33 $378.274

Exercisable, December 31, 2011 179.851 ¥ 159 4.92 F158,550

The weighted average grant date fair value of options granted during the vears ended December 31, 2011, 2010 and 2009 was $1.04,
$0.67 and $0.36, respectively. The total intrinsic value of stock options exercised during the vears ended December 31, 2011, 2010 and 2009
was $13.408, $13.261 and $0, respectively.

We recognized share-based pavment expense associated with stock options of $48,038, $44,833 and $46,080 for the years ended
December 31, 2011, 2010 and 2009, respectively.

i
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The following table summarizes the nonvested restricted stock and restricted stock unit activity under our share-based payment plans for
the vears ended December 31, 2011, 2010 and 2009 (shares in thousands):

Weighted-Averape
Grant Date Fair

Shares Value
Nonvested, January 1, 2009 19,931 b3 2.84
Granted #4851 $ 0.37
Vested restricted stock awards (8,476) % 298
Vested restnicted stock units (87.036) b 046
Forfeied (2,351) $ 1.92
MNonvested, December 31, 2009 6,919 b3 2.05
CGranted — $ —
Vested restricted stock awards (4.039) % 2.85
Vested restricted stock units (192) 5 292
Forfeited (291) $ 272
MNonvested, December 31, 2010 2,397 % 2.57
CGranted —_ 5 —_
Vested restricted stock awards (1,854) 5 3.30
Vested restricted stock units (101) $ 308
Forfeited (21) b 3.05
MNonvested, December 31, 2011 421 $ 146

The weighted average grant date fair value of restricted stock units granted during the vear ended December 31, 2009 was $0.37. No
restricted stock units were granted during 2011 or 2010, The total intrinsic value of restricted stock and restricted stock units that vested during
the vears ended December 31, 2011, 2000 and 2009 was $3,178, $3,927 and $45,827, respectively,

We recognized share-based pavment expense associated with restricted stock units and shares of restricted stock of $343, $7,397 and
$16,632 for the vears ended December 31, 2011, 2010 and 2009, respectively.

Total unrecognized compensation costs related to unvested share-based payment awards for stock options and restricted stock units and
shares granted to employees and members of our board of directors at December 31, 2011 and 2010, net of estimated forfeitures, was $129,983
and $108, 170, respectively. The total unrecognized compensation costs al December 31, 2011 are expected o be recognized over a weighted-
average period of three years,

A1 (k) Savings Plan
We sponsor the Sirius XM Radio 401(k) Savings Plan (the “Sirius XM Plan™) for eligible employees.
The Sirtus XM Plan allows eligible emplovees to voluntarily contribute from 1% to 30% of their pre-tax eligible earnings, subject to
certain defined limits, We match 50% of an employee’s voluntary contnbutions, up to 6% of an employee’s pre-tax salary, in the form of

shares of common stock. Emplover matching contributions
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under the Sirius XM Plan vest at a rate of 33 1/ 3% for each vear of employment and are fully vested after three years of employment for all

current and future contnbutions. Share-based payment expense resulting from the matching contnbution to the Sirus XM Plan was $3.041,
$2,356 and $2.895 for the years ended December 31, 2011, 2010 and 2009, respectively,

We may also elect to contribute to the profit sharing portion of the Sirius XM Plan based upon the total eligible compensation of eligible
participants. These additional contributions in the form of shares of common stock are determined by the compensation committee of our board
of directors, Emplovees are only eligible to receive profit-sharing contributions during any vear in which they are employed on the last day of
the yvear. We did not contribute Lo the profit sharing portion of the Sirius XM Plan in 2011, 2010 or 2009,

{16) Income Taxes

Our income tax expense consisted of the following:

For the Years Ended December 31,

2011 2010 2iMr

Current taxes:

Federal $ — fF — $ —
State 3229 942 —
Foreign 2,741 1,370 1,622
Total current taxes 3.970 2,312 1.622
Deferred taxes:

Federal 3,991 4,163 3.962
State 4,273 {1,855} 397
Total deferred taxes 8.264 2,308 4,359
Total income tax expense $14.234 £ 4,620 $ 5981

The following table indicates the significant elements contributing to the difference between the federal tax expense (benefit) at the
statutory rate and at our effective rate:

For the Years Ended Decem ber 31,

2011 2010 2009
Federal tax expense (benefit), at statulory rate £ 154418 $ 16,678 $(117 883)
State income tax expense (benefit), net of federal benefit 15,751 1,620 (11,788)
State rate changes 3,851 (2,252} —_
Mon-deductible expenses 457 4,130 1.849
Other, net 6.209 6,193 (4,945)
Change in valuation allowance (166452) (21,74% 138,748
Income tax expense £ 14234 § 4620 § 598
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The tax effects of temporary differences that give rise to significant portions of the deferred 1ax assets and deferred tax liabilities are
presented below:

December 31,
2011 2010
Deferred tax assets:
Met operating loss carry forwards £ 3025621 £ 3001 869
GM pavments and habilities 194,976 308,776
Deterred revenue 410,812 346,221
Severance accrual 21 266
Acerued bonus 17,296 16,599
Expensed costs capitalized for tax 35227 44,149
Loan finaneing costs 1,575 1,568
Investments 40,880 62,742
Stock based compensation 89862 118,507
Other 42,924 53.260
Total deferred tax assets 3,859,194 4,043 957
Deferred tax liabilities:
Depreciation of property and equipment {405,892) (379,180)
FCC license (781,742) (773,850)
Other intangible assets {188 988 (209 489)
Other (189) —
Total deferred tax hiabilities (1,376,811 (1,362,519)
MNet deferred tax assets before valuation allowance 2,482 383 2681438
Valuation allowanee (3.360.740) (3.551.288)

Total deferred tax liability $ _(878.357) $_(869.850)

The difference in the net deferred tax liability of $878 357 and $869 850 at December 31, 2011 and 2010, respectivelv, is primarily the
result of the amortization of our FCC licenses which are amortized over 15 vears for tax purposes but not amoriized for book purposes. This net
deferred tax liabality cannot be offset against our deferred tax assets under GAAP since it relates 1o indefinite-lived assets and is not anticipated
to reverse in the same period.

As aresult of the Merger, we have had several ownership changes under Section 382 of the Internal Revenue Code, which may hmit our
ability o utilize tax deductions. Internal Revenue Code Section 382 imposes substantial restrictions on the utilization of net operating losses
and tax credits in the event of a corporation’s ownership chinge. Currently, our ownership changes do not hionit our ability to atilize future tax
deductions and so no adjusiments were made to gross deferred tax assets as a result of the Merger. As of December 31, 2011, we had NOL
carry forwards of approximately $7, 844,000 for federal and state income tax purposes available to offset future taxable income. These NOL
carryforwards expire on varous dates beginning 1n 2014 and ending in 2025
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The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences can be carmed forward under tax law. Management's evaluation of the realizability of deferred tax assets considers
both positive and negative evidence, including historical finaneial performance, scheduled reversal of deferred tax assets and habilities,
projected taxable income and tax planning strategies in makng this assessment. The weight given to the potential effects of positive and
negative evidence 1s based on the extent to which it can be objectively verified. We will not release the valuation allowance until giving
consideration 1o a variely of factors including but not limited to; (a) the current period realization of NOL carry forwards, (b) three-year
cumulative pre-tax income, (¢) the current penoed taxable income and (d) the expectation of future carmings. After weighting this evidence,
management concluded that it 1s more likely than not that our deferred tax assets will not be realized, accordingly, a full valuation allowance
was retained at December 31, 2011

There 1s no LS. federal income tax provision as all federal taxable income was offset by utilizing LS NOL carryforwards. The state tax
provision is primanly related to taxable income in certain states that have suspended the abality to use NOL camy forwards, The foreign income
tax provision is primarily related to foreign withholding taxes related to rovalty income between us and our Canadian affiliate.

As of December 31, 2011 and 2010, the gross liability for income taxes associated with uncertain state tax positions, including interest,
was $1,524 and $942, respectively, in other long-term liabilities. No penalties have been acerued for. We do not currently anticipate that our
existing reserves related to uneertain tax positions as of December 31, 2011 will significantly increase or decrease during the twelve-month
period ending December 31, 201 2; however, vanous events could cause our current expectations to change in the future. Should our position
with respect 1o the majority of these uncertain tax positions be upheld, the effect would be recorded in our consolidated statements of
operations as part of the income tax provision. Our policy is to recognize interest and penalties accrued on uncertain tax positions as part of
income lax expense.

Changes in our uncertain income tax positions, {rom January | through December 31 are presented below:

2011 2010
Balance, beginning of year 5 942 5 —
Additions for tax positions from prior years 440 942
Interest 02 —
Balance, end of vear $1.524 $942
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(17)  Commitments and Contingencies

The following table summarizes our expected contractual cash commitments as of December 31, 201 1:

2012 2013 2014 2018 2016 Thereafter Total
Long-term debt obligations( 1} $ 1623 § 779.636 $550,182 31057000 % — § 700000  $3,088441
Cash interest payments{1) 288 338 288,208 186,935 113,433 53375 106,750 1.037.039
Satellite and transmission 60,517 5,526 13,296 13,156 3.455 18,638 114,585
Programming and content 238,792 182 885 137,106 151,531 8,750 — 739,064
Marketing and distnbution 46,153 17,555 12,816 11,644 2617 3.192 99,977
Satellite incentive payments 11,577 12,660 12,615 12,010 12913 T4.989 136,764
Orperating lease obligations 34,662 31.291 26,135 28,528 18,422 195213 334251
Mher 29.68] 10,659 1,602 268 182 — 42,392
Total(2) $711.343  $1.328420  $960.687 $1.387.570 3105714 $LO98.782  $5.592.516

(1} Includes captial lease obligations.

(2) The table does not include our reserve for uncertain tax positions, which at December 31, 2011 totaled $1.524, as the specific timing of any
cash payvments relating to this obligation cannot be projected with reasonable certainty,

Long-term debr obligations.  Long-term debt obligations include principal pavments on outstanding debt and capital lease obligations.
Cash interest pavments.  Cash interest payments include interest due on outstanding debt through maturity.

Satellite and trensmission.  We have entered into agreements with third parties to operale and maintain the off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater networks. We have also entered into varous agreements to
design and construct a satellite and related launch vehicle for use in our systems.

Programming and content,.  We have entered into vanious programming agreements, Under the terms ol these agreements, our
obligations may include fixed payments, advertising commitmenis and revenue shanng arrangements.

Marketing and distribution.  We have entered into various marketing, sponsorship and distnbution agreements to promote our brand
and are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements. Certain programming
and content agreements also require us to purchase advertising on properties owned or controlled by the licensors, We also reimburse
automakers for eertain engineering and development eosts associated with the incorperation of satellite radios into vehicles they manufacture.
In addition, in the event certain new products are not shipped by a distributor to its customers within 90 days of the distnbutor’s receipt of
goods, we have agreed to purchase and take title to the product.
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Satellive incentive pavments.  Boemg Satellite Systems International, Ine., the manulaciurer of four of XM 's in-orbit satellites, may be
entitled to future in-orbit performance payments with respect (o two of XM's satellites. As of December 31, 2011, we have accrued $27.925
related to contingent in-orbit performance payments for XM-3 and XM-4 based on expected operating performance over their fifteen vear
design life. Boeing may also be entitled to an additional $10,000 1f XM-4 continues to operate above baseline specifications during the five
vears bevond the satellite’s fifteen-vear design life.

Space Systems/Loral, may be entitled to future in-orhit performance pavments. As of December 31, 2011, we have accrued $10,709 and
$21.450 related to contingent performance payments for FM-5 and XM-3, respectively, based on expected operating performance over their
fifteen-vear design lifie.

Operating lease obligations.  We have entered into eancelable and non-cancelable operating leases for office space, equipment and
terrestrial repeaters. These leases provide for mimimum lease payments, additional operating expense charges, leasehold improvements and rent
escalations that have initial terms ranging {rom one Lo fifleen vears, and certain leases that have options to renew. The effect of the rent
holidays and rent coneessions are recognized on a straight-line basis over the lease term, including reasonably assured renewal periods. Total
rent recognized in connection with leases for the vears ended December 31, 2011, 2010 and 2009 was $34, 143, $36,652 and $44,374,
respectively.

Other.  We have entered into varous agreements with third parties for general operating purposes. In addition to the minimum
contractual cash commitments described above, we have entered into agreements with other variable cost arrangements. These future costs are
dependent upon many factors, including subscriber growth, and are difficult to anticipate; however, these costs may be substantial. We may
enter into additional programming, distribution, marketing and other agreements that contain similar variable cost provisions.

We do not have any other significant off-balance sheet financing arrangements that are reasonably likely to have a material effect on our
financial condition, results of operations, liquidity, capital expenditures or capital resources,

Legal Proceedings

In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including derivative actions;
actions filed by subscribers, both on behalf of themselves and on a class action basis; former emplovees; parties to contracts or leases; and
owners of patents, rademarks, copyrights or other intellectual property. Our significant legal proceedings are discussed under liem 3, Legal
Proceedings, in Part | of this Annual Repont on Form 10-K.
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(18) Quarterly Financial Data — Unaudited
Our quarterly results of operations are summarized below:

For the Three Months Ended

March 31 June 3 Septem ber 30 December 31
2011
Tortal revenue £ 723,839 $ 744 397 $ 762,550 £ 783,738
Cost of services £(270,689) $(273.331) $ (277,360) $(299.719)
[ncome from operations £ 164,172 $ 172982 § 184488 § 154475
Met mmcome £ 78121 $ 173,319 $ 104,185 $ 71336
Met income per common share — basici 1) £ 002 £ 005 5 0.03 b 0.02
Met income per common share — diluted(1) b 0.01 h 0.03 5 0.02 b 0.01
2010:
Total revenue £ 663,734 $ 699.761 $ T17.548 $ 735899
Cost of services $(260,867) $i266,121) $ (280,545) $(291,699)
Income from operations £ 125140 $ 125.634 $ 143.069 & 71,571
Met (loss) income £ 41,598 $ 15272 $ 67629 $ (81.444)
Met income (loss) per common share —basic( 1) £ 001 $ —_ $ 0.02 $  (0.02)
Met income (loss) per common share —diluted(1) £ (.01 £ — % (.01 $ (0.0

(1) The sum of the quarterly net income (loss) per share applicable 1o common stockholders (basic and diluted) does not necessanly agree to
the net income (loss) per share for the vear due to the timing of our common stock 1ssuances.

F-40



SIRIUS XM RADIO INC. AND SUBSIDIARIES
Schedule 11 — Schedule of Valuation and Qualifying Accounts

Charged in Write-ofls
Balance Expenses Fayments/ Balance

Description Junwary 1, (Benefit) Oiher Decem ber 31
(iri thonesernds)
2009

Allowanee for doubtful accounts £ 10860 30,602 (32.795) b3 8,667

Deferred tax assets — valuation allowance $3.476,583 138,749 — $3,615,332
2010

Allowance for doubtiul accounts $  B667 32,379 (30,824) $ 10222

Deferred tax assets — valuation allowanee $3.615332 (21,749 (42,295) $3.551.288
2011

Allowance for doubtful accounts $ 10222 33,164 (33.434) $ 9932

Deferred tax assets — valuation allowanece $3.551,288 (166.452) (24.096) $3,360,740
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Equipment Leasing LLC, XM Radio Inc., the Company, J.P. Morgan Securities Inc., Morgan Stanley & Co. Incorporated and
UBS Securities LL.C, relating to the 7% Exchimgeable Senior Subordmated Notes due 2014 (incorporated by reference to
Exhibit 4.81 to the Company 's Quarterly Report on Form 10-Q) for the quarter ended September 30, 2008).

Form of Media-Based Incentive Warrant, dated as of January 27, 2009, issued by the Company to NFL Enterprises LLC
{incorporated by reference to Exhibit 4.48 to the Company "s Annual Report on Form 10-K for the vear ended December 31,
2008),

Invesiment Agreement, dated as of February 17, 2009, among the Company and Liberty Radio LLC (incorporated by reference
to Exhibit 4.55 (o the Company “s Annuul Report on Form 10-K for the year ended December 31, 2008).

Indenture, dated as of August 24, 2009, between the Company and ULS. Bank MNational Association relating to the 9.75%
Senior Sceured Notes due 2015 (incorporated by relerence to Exhibit 4.61 to the Company s Quarterly Report on Form 10-0)
for the quarter ended September 30, 2009,

Indenture, dated as of March 17, 2010, among the Company, the guarantors thereto and U.S. Bank National Association, as
trusiee, relating to the 8.75% Senior Notes due 2015 (incorporated by reference to Exhibit 4.1 to the Company "s Current Repori
on Form B-K dated March 19, 2010,

Third Supplemental Indenture, dated April 14, 2010, among XM Satellite Radio Inc., certain subsidiaries thereof and The Bank
of New York Mellon, as trustee, relating to the 13% Senior Notes due 2013 (incorporated by reference to XM Satellite Radio
Inc.'s Quarierly Report on Form 10-0) filed on May 7, 20107,

Supplemental Indenture, dated April 14, 2010, among XM Satellite Radio Inc., certain subsidiaries thereof and The Bank of
MNew York Mellon, as trustee, relating to the 7% Exchangeable Senior Subordinated Notes due 2014 (incorporated by reference
to XM Satellite Radio Ine.'s Quarterly Report on Form 10-0) filed on May 7, 20100

Indenture, dated as of October 27, 2010, among XM Satellite Radio Inc., the guaraniors thereto and U8, Bank National
Association, as trustee, relating to the 7.625% Senior Notes due 2018 (incorporated by reference to Exhibit 4.1 to XM Satellite
Radio Inc."s Current Report on Form 8-K filed on October 28, 20107

Supplemental Indenture, dated January 12, 2011, by and among XM Satellite Radio Ine,, the Company, certain subsidiarics
thereof and The Bank of New York Mellon, as trustee, relating to the 13% Senior Notes due 2013 {(incorporated by reference to
Exhibit 4.2 1o the Company s Current Report on Form 8-K filed on January 12, 2011).

Supplemental Indenture, dated January 12, 2011, by and among XM Satellite Radio Inc., the Company, certain subsidiaries
thereof and The Bank of New York Mellon, as trustee, relating to the 7% Exchangeable Senior Subordinated Notes due 2014
(incorporated by reference to Exhibit 4.3 to the Company s Current Report on Form 8-K filed on January 12, 2011).

Supplemental Indenture, dated January 12, 2011, by and among XM Satellite Radio Inc., the Company, certain subsidiaries
thereof and 11.S. Bank Mational Association, as trustee, relating to the 7.625% Senior Notes due 2018 (incorporated by
reference o Exhibit 4.4 1o the Company s Current Report on Form 8-K filed on January 12, 2011},

Supplemental Indenture, dated January 12, 2011, by and among the Company, certain subsidianes thereof and 1.5, Bank
Mational Association, as trustee, relating to the 8.75% Senior Notes due 2015 (incorporated by reference 1o Exhibit 4.24 to the
Company 's Annual Report on Form 10-K for the year ended December 31, 2010
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Exhihin

4.19

4.20

®EN0.1

%102

w03

**10.4

**10.6

10.7

**10.8

109

Description
Supplemental Indenture, dated January 12, 2011, by and ameng the Company, certain subsidianes thereof and 1.5, Bank
Mational Association, as trustee, relating o the 9.75% Sentor Sceured Notes due 20135 (incorporated by reference 1o Exhibit
4.25 to the Company s Annual Report on Form 10-K for the year ended December 31, 2010).

Collateral Agreement, dated January 12, 2011, by and among the Company, certain subsidianies thereol and 1.5, Bank
National Association, as collateral agent, relating to the 9.75% Senior Secured Notes due 2015 (incorporated by reference to
Exhibit 4.5 to the Company "s Current Report on Form 8-K filed on January 12, 20117,

Operational Assistance Agreement, dated as of June 7, 1999, between XM Satellite Radio Ine. and Clear Channel
Communications, [ne. (incorporated by reference to Exhibit 10,10 1o Amendment No. 1 to XM Satellite Radio Holdings Ine."s
Registration Statement on Form 5-1, File No. 333-83619).

Technology Licensing Agreement among XM Satellite Radio Ine., XM Satellite Radio Holdings Inc., WorldSpace
Management Corporation and American Mobile Satellite Corporation, dated as of January 1, 1998, amended by Amendment
No. | to Technology Licensing Agreement, dated June 7, 1999 (incorporated by reference to Exhibit 10.3 o XM Satellite
Radio Holdings Ine.'s Annual Report on Form 10-K for the vear ended December 31, 2007),

Third Amended and Restated Distribution and Credit Agreement, dated as of February 6, 2008, among General Motors
Corporation, XM Satellite Radio Holdings Ine. and XM Satellite Radio Ine. (incorporated by reference to Exlubit 10.63 to
XM Satellite Radio Holdings Inc.’s Annual Report on Form 10-K for the vear ended Dlecember 31, 2007},

Third Amended and Restated Satellite Purchase Contract for In-Orbit Delivery, dated as of May 13, 2001, between XM
Satellite Radio Inc. and Boeing Satellite Systems International Ine. (incorporated by reference to Exhibit 10.36 to Amendment
MNo. | 1o XM Satellite Radio Holdings Ine. s Registration Statement on Form 5-3, File No. 333-89132).

Assignment and Movation Agreement, dated as of December 5, 2001, between XM Satellite Radio Holdings Inc., XM
Satellite Radio Ine. and Boeing Satellite Systems International [ne, (incorporated by reference to Exhibit 10.3 1o XM Satellite
Radio Holdings Inc."s Current Report on Form 8-K filed on December 6, 2001),

Amendment 1o the Satellite Purchase Contract for In-Orbit Delivery, dated as of December 5, 2001, between XM Satellite
Radio Inc. and Boeing Satellite Svstems International Inc. (incorporated by reference to Exhibit 10.4 to XM Satellite Radio
Holdings Ine."s Current Report on Form 8-K [iled on December 6, 2001 ),

Amended and Restated Assignment and Use Agreement, daied as of January 28, 2003, between XM Satellite Radio Ine. and
XM Radio Ine. (incorporated by reference to Exhibit 10.7 to XM Satellite Radio Holdings Ine. s Current Report on Form 8-K
filed on January 29, 2003),

Amended and Restated Amendment to the Satellite Purchase Contract for In-Orbat Delivery, dated May 23, 2003, among XM
Satellite Radio Inc. and XM Satellite Radio Holdings Inc. and Boeing Satellite Svstems International Ine. (incorporated by
reference to Exhibit 10.53 1o XM Satellite Radio Holdings Ine.'s Quanerly Report on Form 10-0Q) for the quarier ended June
30, 2003},

Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated July 31, 2003, among XM Satellite Radio Ine. and
XM Satellite Radio Holdings Inc. and Boeing Satellite Systems Intemational Inc. (incorporated by reference to Exhibit 10,54
to XM Satellite Radio Holdings Ine. "s Quarterly Report on Form 10-0) for the quarter ended June 30, 2003),
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Exhihin

**10.10

#0011

*10.12

*10.13

*10.14

*10.15

*¥10.16

*10.17

*¥10.18

*10.19

®10.20

*10.21

*10.22

*10.23

*10.24

Iescription
Drecember 2003 Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated December 19, 2003, among XM
Satellite Radio Ine., XM Satellite Radio Holdings Ine. and Boeing Satellite Systems International Ine. (incorporated by
reference to Exhibit 10.57 to XM Satellite Radio Holdings Inc.’s Annual Report on Form 10-K for the year ended December
31, 2003).

Form of Option Agreement between the Company and each Optionee (incorporated by reference to Exhibit 10.16.2 1o the
Company s Quarterly Report on Form 10-0) for the quarter ended June 30, 1998),

Form of Director Non-Qualified Stock Option Agreement (incorporated by reference to Exhibit 10.25 to Amendment No. 5 to
XM Satellite Radio Holdings Ine.'s Registration Statement on Form 5-1, File No. 333-83619),

CD Radio Ine. 401(k) Savings Plan {incorporated by reference to Exhibit 4.4 to the Company "s Registration Statement on Form
5-8 (File No. 333-65473)).

Emplovment Agreement, dated as of June 3, 2003, between the Company and David 1. Frear (incorporated by reference to
Exhibit 10.7 to the Company "s Quarnterly Report on Form 10-Q) for the quarter ended June 30, 2003),

Amended and Restated Sinus Satellite Radio 2003 Long-Term Stock Incentive Plan {incorporated by reference to Exhibit 10,10
to the Company s Quarnterly Report on Form 10-Q) for the quarter ended June 30, 2004).

Emplovment Agreement dated November 18, 2004 between the Company and Mel Karmazin (incorporated by reference to
Exhibit 10.2 to the Company s Annual Report on Form 10-K for the vear ended December 31, 2004),

Restrnicted Stock Unit Apreement, dated as of August 9, 20035, between the Company and James E. Mever (incorporated by
reference to Exhibit 10.3 to the Company s Current Report on Form 8-K dated August 12, 2005),

First Amendment, dated as of August 10, 2003, 10 the Emplovment Agreement, dated as of June 3, 2003, between the Company
and David J. Frear (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K dated Auguost 12,
2005).

Form of Non-Cualified Stock Option Agreement (incorporated by reference to Exhibit 10.2 to XM Satellite Radio Holdings
Inc.’s Current Report on Form 8-K filed June 1, 2007),

Form of Restricted Stock Agreement (incorporated by reference to Exhibit 10.3 1o XM Satellite Radio Holdings Ine.”s Current
Report on Form 8-K filed June |, 20073,

XM Satellite Radio Holdings Inc. 2007 Stock Incentive Plan (incorporated by reference to Exhibit 10.5 to XM Satellite Radio
Holdings Ine. s Quarterly Report on Form 10-0) for the quarter ended June 30, 2007,

Sirius XM Radio 401(k) Savings Plan, as amended and restated effective January 1, 2009 {incorporated by reference to Exhibit
10,30 to the Company s Annual Report on Form 10-K for the vear ended December 31, 2009},

Agreement to Forfeirt Non-Qualified Stock Options, dated as of May 13, 2009, between Mel Karmazin and the Company
(incorporated by reference to Exhibit 10,1 to the Company 's Current Report on Form 8-K filed May 13, 2009).

Second Amendment, dated as of February 12, 2008, to the Employment Agreement, dated as of June 3, 2003, between the
Company and David J. Frear (incorporated by reference to Exhibit 10,1 to the Company s Current Report on Form 8-K dated
February 13, 2008).
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Exhibit
*10.25

*10.26

*10.27

*10.28

*10.29

*10.30

*10.31

*10.32

*10.33

*10.34
*10.35
21.1
23.1
31

312

32.1

322

Description
Employment Agreement, dated as of September 26, 2008, between the Company and Dara . Altman (incorporated by reference
to Exhibit 10.1 1o the Company 's Current Report on Form 8-K dated October 1, 2008),

Letter Agreement dated June 30, 2009 amending the Emplovment Agreement dated November 18, 2004 between Mel Karmazin
and the Company (incorporated by reference to Exhibil 1001 to the Company *s Current Report on Form 8-K fled July 1, 2009},

Sinus XM Radio Inc. 2009 Long-Term Stock Incentive Plan (incorporated by reference to Exhibit 4.9 to the Company “s
Registration Statement on Form 5-8 dated July 1, 2009

Employment Agreement, dated as of July 28, 2009, between the Company and Scott A. Greenstein (incorporated by reference to
Exhibit 10.1 to the Company s Current Report on Form 8-K filed July 29, 2009).

Emplovment Agreement, dated as of October 14, 2009, between the Company and James E. Mever (incorporated by reference to
Exhibit 10.1 to the Company s Current Report on Form 8-K [iled October 16, 2009,

Employment Agreement, dated as of Januvary 14, 2010, between the Company and Patrick L. Donnelly (incorporated by
reference to Exhibit 1001 to the Company "s Current Report on Form 8-K filed January 15, 20100,

First Amendment, dated as of February 14, 2011, to the Employment Agreement dated as of October 14, 2009, between the
Company and James E. Meyer (incorporated by reference to Exhibat 1011 to the Company s Current Report on Form 8-K filed
February 15, 2011).

Employment Agreement, dated as of July 21, 2011 1, between the Company and David 1. Frear {incorporated by reference to
Exhibat 101 to the Company s Current Report on Form 8-K filed on July 22, 201 1),

Emplovment Agreement, dated as of August 23, 201 |, between the Company and Dara F. Altman {incorporated by reference to
Exhibat 101 to the Company s Current Report on Form 8-K filed on August 24, 2011},

Form of Director Non-Qualified Stock Option Agreement (filed herewith).
Form of Non-Qualified Stock Option Agreement (filed herewith).

List of Subsidiaries (filed herewith).

Consent of KPMG LLP (filed herewith).

Certificate of Mel Karmazin, Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed
herewith),

Certificate of David 1, Frear, Executive Vice President and Chief Financial Officer, pursuant o Section 302 of the Sarbanes-
Onxley Act of 2002 (filed herewith).

Certificate of Mel Karmazin, Chief Executive Officer, pursuant to 18 11.5.C, Section 1350, as adopted pursuant to Section 96 of
the Sarbanes-Oxley Act of 2002 (filed herewith).

Certificate of David 1. Frear, Executive Viee President and Chief Financial Officer, pursuant to 18 U5 C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith).
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Exhibit Description
*3x101.1 The following financial information from our Annual Report on Form 10-K for the vear ended December 31, 201 |
formatted i eXtensible Business Reporting Language (XBRL)Y: (1) Consolidated Statements of Operations for the vears
ended December 31, 2011, 2010 and 2009; (i1) Consolidated Balance Sheets as of December 31, 2011 and 2010,
{111) Consolidated Statements of Stockholder’s Equity and Comprehensive Income (L oss) for the vears ended December 31,
2011, 2010 and 2009, (iv) Consolidated Statements of Cash Flows for the vears ended December 31, 2011, 2010 and 2009,
and (v) Notes to Consolidated Financial Statements,

*  This document has been identified as a management contract or compensatory plan or arrangement.

#%*  Pursuant to the Commission’s Orders Granting Confidential Treatment under Rule 406 of the Securities Act of 1933 or Rule 24(b)-2
under the Securities Exchange Act of 1934, certain confidential portions of this Exhibit were omitted by means of redacting a portion
of the text,

##%  Confidential treatment has been requested with respect to portions of this Exhibit that have been omitted by redacting a portion of the
text.

#¥%%  In accordance with Rule 406T of Regulation 5-T, the XBRL related information i Exhibat 101.1 to this Annual Report on Form 10-K
shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act, or otherwise subjeet to the lability of that section,
and shall not be part of any registration statement or other document filed under the Securities Act or the Exchange Act, except as shall
be expressly set forth by specifie reference in such [iling.
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Exhibit 10.34

D11-01
THIS OPTION HAS NOT BEEN REGISTERED UNDER STATE OR FEDERAL
SECURITIES LAWS. THIS OPTION MAY NOT BE TRANSFERRED EXCEPT
BY WILL OR UNDER THE LAWS OF DESCENT AND DISTRIBUTION.
SIRIUS XM RADIO 2009 LONG-TERM STOCK INCENTIVE PLAN
STOCK OPTION AGREEMENT
2011 COMPENSATION AWARD
THIS STOCK OPTION AGREEMENT (this * Agreement ™). dated as of | ]. between SIRIUS XM RADIO INC.. a Delaware
corporation (the * Company ™), and | | (the * Director ™).
1. Grant of Option: Vesting . (a) Subject to the terms and conditions of this Agreement and the Sirius XM Radio 2009 Long-Term Stock
Incentive Plan (the * Plan ™). the Company hereby grants to the Director the right and option (this * Option ™) to purchase up to | |
( ) shares (the * Shares ™) of common stock. par value $0.001 per share, of the Company at a price per share of $[ | (the ~ Exercise

Price ). This Option is not intended to qualify as an Incentive Stock Option for purposes of Section 422 of the Internal Revenue Code of 1986,
as amended. In the case of any stock split, stock dividend or like change in the Shares occurring after the date hereof, the number of Shares and
the Exercise Price shall be adjusted as set forth in Section 4(b) of the Plan.

(b) The right and option to purchase up to up to | I ) Shares shall vest and be exercisable as follows:
[ 1¢ ) Shares shall vest and become exercisable on , 2012;
an| 1 ( ) Shares shall vest and become exercisable on , 2013;
(111) [ 1( ) Shares shall vest and become exercisable on . 2014; and
av) | 1 ( ) Shares shall vest and become exercisable on . 2015.
2. Term . This Option shall terminate on ,2021.

3. Exercise . Subject to Section | of this Agreement and the terms of the Plan, this Option may be exercised, in whole or in part, by means
of a written notice of exercise signed and delivered by the Director (or, in the case of exercise after death of the Director, by the executor,
administrator, heir or legatee of the Director, as the case may be, or, in the case of exercise alter a disability under eircumstance in which it 1s
reasonable to conclude that the Director does not



have the ability to exercise this Option. by the person or persons who have been legallv appointed to act in the name of the Director) to the
Company at the address set forth herein for notices to the Company. Such notice shall (a) state the number of Shares 1o be purchased and the
date of exercise, and (b) be accompanied by payment of the Exercise Price in cash or such other method of payment as may be permitted by
Section 6(d) of the Plan, subject, in the case of a broker-assisted exercise, to applicable law.

4. Non-transferable . This Option may not be transferred, assigned, pledged or hypothecated in any manner (whether by operation of law
or otherwise) other than by will or by the applicable laws of descent and distribution and shall not be subjeet o execution, attachment or similar
process. Any attempt to transfer, assign, pledge, hvpothecate or otherwise dispose of this Option or of any right or privilege conferred hereby
shall be null and void.

5. Professional Advice . The acceplance and exercise of this Option may have consequences under federal and state tax and securities
laws that may vary depending upon the individual eircumsianees of the Director. Accordingly, the Director acknowledges that the Direclor has
been advised to consult his or her personal legal and tax advisor in connection with this Agreement and this Option.

6. Agreement Subject to the Plan . The Option and this Agreement are subject to the terms and conditions set forth in the Plan, which
terms and conditions are incorporated herein by reference. A copy of the Plan previously has been delivered to the Director. This Agreement
and the Plan constitute the entire understanding between the Company and the Director with respect to this Option.

7. Governing Law . This Agreement shall be governed by, and construed in aceordance with, the laws of the State of New York without
regard to its conflict of laws pnnciples, and shall bind and mure to the benefit of the heirs, exeeutors, personal representatives, successors and
assigns of the parties hereto.

8. Notices . All notices and other communications hereunder shall be in writing and shall be deemed given when delivered personally or
when telecopied (with confirmation of transmission received by the sender), three business days after being sent by cenified mail, postage
prepaid, return receipt requested or one business day after being delivered to a nationally recognized overnight courier with next day delivery
specified to the parties at the following addresses (or at such other address for a party as shall be specified by like notice):

Company: Sirtus XM Radio Ine.
1221 Avenue of the Americas
36 Floor
New York, New York 10020
Attention: General Counsel

Direetor: Address on file at the
office ol the Company

2



Motices sent by email or other electronic means not specifically authorized by this Agreement shall not be effective for any purpose of this
Agreement.

IN WITNESS WHEREOF, the undersigned have executed this Agreement as of the date first above written.
SIRIUS XM RADIO [NC.

By:
Patrick L. Donnelly
Executive Viee President,
General Counsel and Seeretary




Exhibit 10.35

SIRIUS XM RADIO INC.
2009 LONG-TERM STOCK INCENTIVE PLAN

STOCK OPTION AGREEMENT
2011 COMPENSATION AWARD

THIS STOCK OPTION AGREEMENT (this “Agreement”), dated as of (the “Date of Grant™), between SIRIUS XM RADIO
INC.. a Delaware corporation (the “Company ™). and (the “Employee™).

1. Grant of Option: Vesting . (a) Subject to the terms and conditions of this Agreement and the Sirius XM Radio Inc. 2009 Long-Term
Stock Incentive Plan (the “Plan™), the Company hereby grants to the Employee the right and option (this “Option™) to purchase up
to shares (the “Shares™) of common stock. par value $0.001 per share. of the Company at a price per share of , the closing price
of such common stock on The Nasdaq Global Select Market on [[INSERT DATE OF CLOSING PRICE]] (the “Exercise Price™). This Option
is not intended to qualify as an Incentive Stock Option for purposes of Section 422 of the Internal Revenue Code of 1986, as amended. In the
case of any stock split, stock dividend or like change in the Shares occurring after the date hereof, the number of Shares and the Exercise Price
shall be adjusted as set forth in Section 4(b) of the Plan. Capitalized terms not otherwise defined herein have the meanings assigned to them in
the Plan,

(b) Subject to the terms and conditions of this Section 1(b). this Option shall vest and be exercisable as follows:

(1) Shares shall vest and become exercisable on August . 2012 if the Emplovee continues to be employed by the Company
on August | 2012:

(11) Shares shall vest and become exercisable on August | 2013 if the Emplovee continues to be employed by the
Company on August 2013

(1i1) Shares shall vest and become exercisable on August . 2014 if the Employee continues to be employed by the
Company on August . 2014: and

av) Shares shall vest and become exercisable on August . 2015 if the Employee continues to be employed by the
Company on August 2015,

2. Term . (a) Subject to Sections 2(b) and 2(c), this Option shall terminate ten (10) vears from the Date of Grant or earlier upon the
expiration of (a) ninety days following the termination of the Emplovee’s employment for any reason other than death, or (b) one year from the
date of death of the Employee. Subject to the terms of the Plan, if the Employee’s employment 1s terminated by death, this Option shall be
exercisable only by the person or persons to whom the Emplovee’s rights under such Option shall pass by the Employee’s will or by the laws
of descent and distribution of the state or county of the Employee’s domicile at the time of death.

1



(b} If the Emplovee's emplovment has been terminated by the Company for Cause, this Option. mncluding all vested Options, shall
terminate on the date of termination of Employee’s employment.

() If, within ninety (90) days following the termination of Emplovee’s employment by Employee for any reason or by the
Company without Cause, the Employee breaches any employment agreement. non-competition agreement, or other similar agreement or
arrangement that the Emplovee has with the Company, then the Option, including all vested Options, shall terminate immediately as of the date
of law or otherwise) other than by will or by the applicable laws of descent and distribution, and shall not be subject to exceution, attachment or
similar process. Any attempt to transfer, assign, pledge, hvpothecate or otherwise dispose of this Option or of any right or privilege conferred
hereby shall be null and void.

means of a written notiee of exercise signed and delivered by the Employee (or, in the case of exercise after death of the Employee, by the
executor, administrator, heir or legatee of the Emplovee, as the case may be). Such notice shall {a) state the number of Shares to be purchased
and the date of exercise, and (b) be accompanied by payment of the aggregate Exercise Price in such manner as is permitied by the Plan.

5. Withholding . Prior 1o delivery of the Shares purchased upon exercise of this Option, the Company shall determine the amount of any
United States federal, state and local meome tax, i’ any, which 1s required to be withheld under applicable law and shall, as a condition of
exercise of this Option and delivery of certificates representing the Shares purchased upon exercise of this Option, collect from the Emplovee
the amount of any such tax to the extent not previously withheld.

6. No Rights of a Stockholder . The Emplovee shall not have any rights as a stockholder of the Company with respect to any Shares unil
the Shares purchased upon exercise of this Option have been issued.

7. Rights of the Emplovee . None of this Option, the execution of this Agreement nor the exercise of any portion of this Option shall
confer upon the Employee anv nght to, or guarantee of, continued emplovment by the Company, or in any way limit the right of the Company
to terminate employment of the Emplovee at any time, subjeet to the terms of any written employment or similar agreement between the
Company and the Emplovee.

8, Professional Advice . The acceptance and exercise of this Option may have consequences under federal and state tax and securities
laws that may vary depending upon the individual circumsiances of the Emplovee. Accordingly, the Emplovee acknowledges that the
Emplovee has been advised 1o consult his or her personal legal and tax advisor in connection with this Agreement and this Option.

2



9. Agreement Subject to the Plan . The Option and this Agreement are subject to the terms and conditions set forth in the Plan, which
terms and conditions are incorporated heremn by reference. Emplovee acknowledges that a copy of the Plan is posted on the Company 's intranet
site and Employee agrees to review it and comply with its terms. This Agreement and the Plan constitute the entire understanding between the
Company and the Emplovee with respect to this Option. In the event of any conflict between the Agreement and the Plan, the Plan shall govem
and prevail,

shall bind and mure to the benefit of the heirs, executors, personal representatives, successors and assigns of the partics hereto. The parties
hereby irrevecably and unconditionally consent to submit to the exclusive junisdiction of the state and federal courts located in the Borough of
Manhattan, State of New York, and expressly waive the right to a jury tnal, for any actions, suits or proceedings arising out of or relating 1o
this Agreement,

11, Motices . All notices and other communications hercunder shall be in writing and shall be deemed given when delivered personally or
when telecopied (with confirmation of transmission received by the sender), three business days after being sent by certified mail, postage
prepaid, retumn receipt requested or one business day after being delivered to a nationally recognized overnight courier with next day delivery
specified to the parties at the following addresses (or at such other address for a party as shall be speeified by like notice):

Company:  Sinus XM Radio Inc.
1221 Avenue of the Americas
36 0 Floor
New York, New York 10020
Attention; General Counsel

Employee:

Address on file at the
office of the Company

MNotices sent by email or other electronie means not specifically authorized by this Agreement shall not be effective for any purpose of this
Agreement.

Emplovee



Sirius Entertaimment Promotions L1.C
Satellite CD Radio LLC

XM 1500 Eckington LL.C

XM Investment LLC

Spend LLC

Earth Station Ecuador Cia. Lida.

XM Radio LLC

XM Emall Inc.

Satellite Public Radio Inc.
Interoperable Technologies LL.C

SIRIUS XM RADIO INC.
SUBSIDIARIES
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Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Sirius XM Radio Inc.:

We consent to the incorporation by reference in the registration statements (No. 333-158135, No. 333-152548, No. 333-139869, No. 333-
130949, No. 333-127169, No. 333-115695, No. 333-108387, No. 333-104406, No. 333-85847, No. 333-65602, and No. 333-64344) on Form
S-3. 1n the registration statement (No. 333-144845) on Form S-4, and i the registration statements (No. 333-169309, 333-166699, 333-160386,
No. 333-159206, No. 333-158156, No. 333-156441, No. 333-152574, No. 333-149186, No. 333-142726, No. 333-139214, No. 333-133277.
No. 333-125118, No. 333-119479, No. 333-111221, No. 333-106020, No. 333-101515, No. 333-100083, No. 333-81914, No. 333-74752,

No. 333-65473, No. 333-62818, No. 333-47954, No. 333-31362, and No. 333-15085), on Form S-8 of Sirius XM Radio Inc. of our reports
dated February 9, 2012. with respect to the consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as of December 31, 2011 and
2010, and the related consolidated statements of operations, stockholders™ equity and comprehensive income (loss), and cash flows for each of
the years in the three-year period ended December 31, 2011, and the related financial statement schedule for each of the years in the three-year
period ended December 31, 2011, and with respect to the effectiveness of internal control over financial reporting as of December 31, 2011,
which reports appear in the December 31. 2011 annual report on Form 10-K of Sirtus XM Radio Inc.

/s/ KPMG LLP

New York, New York
February 9. 2012



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Karmazin, the Chief Executive Officer of Sirius XM Radio Inc., certify that:

L.
2.

I have reviewed this Annual Report on Form 10-K for the fiscal vear ended December 31. 2011 of Sirius XM Radio Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a materal fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report:

Based on my knowledge. the financial statements. and other financial information included in this report. fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared:

(b) Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes mn accordance with generally accepted accounting principles:

(¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant’s internal controls over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has matenially affected. or 1s
reasonably likely to materially affect, the registrant’s internal control over financial reporting: and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting. to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent

functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information: and

(b) any fraud. whether or not material. that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

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

February 9, 2012



Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, David J. Frear, the Executive Vice President and Chief Financial Officer of Sirius XM Radio Inc., certify that:

L.
2.

I have reviewed this Annual Report on Form 10-K for the fiscal vear ended December 31. 2011 of Sirius XM Radio Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a materal fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report:

Based on my knowledge. the financial statements. and other financial information included in this report. fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared:

(b) Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes mn accordance with generally accepted accounting principles:

(¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant’s internal controls over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has matenially affected. or 1s
reasonably likely to materially affect, the registrant’s internal control over financial reporting: and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting. to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent

functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information: and

(b) any fraud. whether or not material. that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

By: /s/ D aviD J. F REAR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

February 9, 2012



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 Sirius XM Radio Inc. (the “Company™) on Form 10-K for the fiscal year ended December 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Mel Karmazin, Chief Executive Officer of the
Company. certify. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company,

By: /s/ M EL K ARMAZIN

Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

February 9. 2012

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
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 Sirtus XM Radio Inc. (the “Company™) on Form 10-K for the fiscal year ended December 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the “Report™). [, David J. Frear, Executive Vice President and
Chief Financial Officer of the Company. certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

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

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

By: /s/ D avip J. F REAR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

February 9, 2012

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in tvped form within the electronic version of this wrilten statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

%] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2012

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

COMMISSION FILE NUMBER 001-34295

SIRIUS XM RADIO INC.

(Exact name of registrant as specified in its charter)

Delaware 52-1700207

(State or other jurisdiction of {L.LR.5. Employer ldentification Number)
incorporation or organization)

1221 Avenue of the Americas, 36th Floor
Mew York, New York 10020
{Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (212) 384-5100

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been
subject o such filing requirements for the past 90 davs. Yes B No O

Indicate by check mark whether the registrant has submitted electromcally and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months {or for such shorter
period that the registrant was required to submit and post such files), Yes 8 No O

Indicate by check mark whether the registrant 15 a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of “large aceelerated filer,” “accelerated filer” and “smaller reporting company™ in Rule 12b-2 of the Exchange
Act, (Check one):

Large aceelerated filer Accelerated filer O MNon-accelerated filer O Smaller reporting company O
Indicate by check mark whether the registrant is a shell company (s defined in Rule [2b-2 of the Act). Yes O NoE

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date

(Class) {Outstanding as of April 27, 2002)
COMMON STOCK, 50.001 PAR VALUE 3801029929 SHARES
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{in thewesands, exceps per shave dara)
Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue
Total revenue
Operating expenses:
Cost of services:
Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost of equipment
Subseriber acquisition costs
Sales and marketing
Engineering, design and development
Gieneral and administrative
Depreciation and amortization
Total operating expenses
Income from operations
Ohther income (expense):
Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit facilities, net
Interest and investment loss
Other (loss) income
Total other expense
Income before income taxes
Income tax expense
Mel income
Foreign currency translation adjusiment, net of tax
Comprehensive income
MNet income per common share:
Basic
Diluted
Weighted average common shares outstanding;
Basic

Diluted

See accompanying notes to the unaudited consolidated financial statements,

For the Three Months
Ended March 31,

2012 2
700,242 622437
18.670 16,558
16,953 15,867
08,857 68,977
R04,722 T23.839
132,111 106,929
70,095 12,959
66, 187 63,836
18,110 18,560
5,806 6,405
116,121 105,270
58361 47,819
12,690 11,135
50886 56.354
66,117 G¥,400
605 484 559,667
199238 164,172
(76.971) (78.218)
(9.971) (3,994)
i(1,142) (1.884)
{(578) 1,617
(BR.662) (84.479)
110,576 T9.693
(2,802) (1,572)
107,774 78,121
(304) 67
107,718 T8, 188
.03 .02
.02 0,01
3,767 443 3,735,136
6,537,728 6,481,384
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

{in theusands, except share and per shave data)

Current assels:

Cash and cash equivalents

Accounts receivable, net

Receivables from distributors

Inventory, net

Prepaid expenses

Related party current assets

Deferred tax asset

Other current assels

Total current assets
Property and equipment, net
Long-term restricted mvestments
Deferred financing fees, net
Intangible assets, net
Goodwill
Related party long-term assets
Other long-term assets
Total asscts

Current liabilities:
Accounts payvable and accrued expenses
Accrued interes
Current portion of deferred revenue
Current portion of deferred eredit on executory contracts
Current maturities of long-term debt
Related party current liabilities
Total current liabilities
Deferred revenue
Deferred credit on executory contracis
Long-term deht
Long-term related party debt
Deferred tax liability
Related party long-term liabilities
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 16)
Stockholders™ equity:

2011:

December 31, 2011

2012 and December 31, 2011

December 31, 2011, respectively

March 31, 2012 December 31, 2011
(unaudited)
ASSETS
% 746,576 8 773.990
118,335 101,705
96,037 84817
36,791 36,711
177,515 125,967
6,503 14,702
144,798 132,727
20,539 6,335
1,337,094 1,276,954
1,645,610 1.673.919
3,973 3,973
38848 42 046
2559712 2.573.638
1,834 856 1,834 856
54,229 54,953
27,402 35,657
5 7,501,724 5 7,495,996
LIABILITIES AND STOCKHOLDERS' EQUITY
b 454,748 b 543,193
77,562 70.405
1,404,919 1,333,965
281,270 284,108
L340 1.623
16,541 14,302
2,236,580 2,247,596
183,430 198,135
147,012 218,199
2,625,533 2,683,563
329,576 328788
1,024,734 1.0711,0684
21048 21,741
84,232 82,745
6,632,145 6,791,851
Preferred stock, par value $0.001; 50,000,000 authorized at March 31, 2012 and December 31,
Series A convertible preferred stock: no shares i1ssued and outstanding at March 31, 2012 and
Convertible perpetual preferred stock, series B-1 (liqudation preference of $0.001 per share at
March 31, 2012 and December 31, 201 1) 12,500,000 shares 1ssued and outstanding at March 31,
I3 I3
Common stock, par value $0.001; 9,000,000 shares authorized at March 31, 2012 and December 31,
200 1; 3,788,755,725 and 3,753,201,929 shares issued and outstanding at March 31, 2012 and
3,789 3,753
Acenmilated ather comnrehensave income net of tax 15 M



Additional paid-in capital 10,522,080 10,484,400

Accumulated deficit (9.676,318) (9,784,092)
Total stockholders™ equity 8449 579 T04,145
Total liabilities and stockholders” equity $ 7501724  $ 7.495.996

See accompanying notes o the unaudited consolidated financial statements,

-
Fa
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY

Herles A Canvertible Perpetual
Canvertible Preferred Stock,
Preferred Stock Series B-1 Comimnon Stock
Accumulsted
Other Additional Tatal
Camprehensive Pabd-in Accummulnted  Steckholders”
{im thowsands, except shave datal Shares Amount Shares Amount Shares Aot Ingome Capital Daeficit Eiuity
Balance at December 31,
2011 — % — 12500000 % 13 3753201929 %3753 % 71 S10484.400 5(9784.092) S 704,145
Comprehensive income, nel
of tax (56) 107,774 17718
Issuance of common stock
o emplovees and emplovee
benefit plans, net of
forfeitures 398972 1 1307 1,308
Share-based pavment
expense - 13,643 13643
Exercise of stock options
and vesting of restricted
stock units . 34954 824 3 22,730 . 22765
Balance at March 31. 2012 5 12500000 5 13 3788755725 S3TBY 0§ 15  S10322.080 %59676,318) S 849379

See accompanying notes o the unandited consolidated financial statemenis.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(i thonsands)
Cash flows from operating activilies:
MNet income

Adjusiments to reconeile net income to net cash provided by operating activities:

Diepreciation and amortization
MNon-cash interest expense, net of amonization of premium
Provision for doubtful accounts
Amortization of deferred income related to equity method investment
Loss on extinguishment of debt and credit facilities, net
Loss on unconsolidated entity investments, net
Loss on disposal of assets
Share-based payment expense
Deferred income taxes
Other non-cash purchase price adjusiments
Changes in operating assels and liabilities:

Accounts receivable

Receivables Irom distributors

Inventory

Related party assets

Prepaid expenses and other current assets

Other long-term assets

Aceounts pavable and accrued expenses

Acerued inlerest

Deferred revenue

Related party habilities

Other long-term liabilities

Met cash provided by operating activities

Cash flows from mvesting aclivities:
Additions to property and equipment
MNet cash used in investing activities

Cash Mows from fnancing activities:
Proceeds from exercise of stock options
Payment of premiums on redemption of debt
Repayment of long-term borrowings
MNet cash used in [inancing activities
Net decrease in cash and cash equivalents
Cash and cash equvalents at beginming of penod

Cash and cash equivalents at end of period

For the Three Months
Ended March 31,

2012 2011
h 107774 8 78.121
66,117 68,400
10,647 9,573
6,208 9623
(694) i(64d)
2971 5,994
422 2,330
- 266
14,951 12 836
1,572 11
(73,956) (66,743)
{12.838) 11,291
(11.2200 (8,982)
(80 {7,330)
® 347 (3,686)
(65.753) (39.232)
8,256 7.617
(96.859) (110,400
7,157 8,124
36,182 39225
2,239 73R
1.505 (113}
39948 18,109
(25,187} (34,983
(25,187) (34,983)
22,765 1,072
(6,602} (4,094,
(58,338) (133,100)
(42,175) (136,122)
(27.414) (152,996)
773,990 586,691
£ 746576 % 433,695

See accompanying notes (o the unandited consolidated financial statements,
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS- Continued

For the Three Months
Ended March 31,

i thowsands) 2012 201

Supplemental Disclosure of Cash and Non-Cash Flow Information
Cash paid during the period for:

Interest, net of amounts capitalized b 36,129 % 57,371
MNon-cash [inancing activities:

Common stock 1ssuance upon exercise of warrants

See accompanying notes to the unaudited consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands, unless otherwise stated)
i1 Business

We broadeast our musie, sports, entertainment, comedy, talk, news, traffic and weather channels in the United States on a subscription
fee basis through two proprietary satellite radio systems. Subscnbers can also receive certain of our music and other channels over the Internet,
neluding through appheations for mobile devices. We have agreements with every major automaker (“OEMs™) to offer satellite radios as
factory - or dealer-installed equipment in their vehicles. We also acquire subscribers through the sale and lease of previously owned vehicles
with factory-installed satellite radios. We distribute our satellite radios through retail locations nationwide and through our website. Satellite
radio serviees are also offered to customers of certain daily rental car compames.

Our primary source of revenue 1s subscription fees, with most of our customers subseribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subsceription plans, as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and aceessories, and other ancillary services, such as our Internet radio, Backseat TV, data, traffic,
and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subseription
pavments from automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

{2) Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statements of Sinus XM Radie Inc. and subsidiaries have been prepared in accordance with
1.5, generally accepted accounting principles (“GAAP™), the instructions to Form 10-0) and Article 10 of Regulation S-X of the United States
Secunties and FExchange Commission ("SEC") for interim financial reporting. Accordingly | these interim linaneial statements do not include all
of the information and footnotes required by GAAP for complete financial statements. All significant intercompany transactions have been
climinated in consolidation,

Basis of Presentation

In the opmion of management, all normal recurring adjustments necessary lor a fair presentation of our unaudited consolidated
financial statements as of March 31, 2012 and for the three months ended March 31, 2012 and 201 | have been made.

Interim results are not necessarily indicative of the results that may be expected for a full vear. This Quarterly Report on Form 10-0Q)
should be read together with our Annual Report on Form 10-K for the vear ended December 31, 2011 |, which was filed with the SEC on
February 9, 2012,

We have evaluated events subsequent to the balance sheet date and prior o the filing of this Quarterly Report on Form (-0 for the
three months ended March 31, 2012 and have determined that no events have oceurred that would require adjustment to our unaudited
consolidated finaneial statements. For a discussion of subsequent events refer to Notes 16 and 17,

Use of Estimates
The preparation of financial statements in conformuty with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and footnotes. Estimates, by their nature, are based on judgment and available mformation.
Actual results could differ materially from those estimates.
Significant estimates inherent in the preparation of the accompanying unaudited consolidated financial statements include revenue

recognition, assel impairment, depreciable lives of our satellites, share-based payment expense, and valuation allowances against deferred tax
assets,

&
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Continued

(Dollar amounts in thousands, unless otherwise stated)

Income Taxes

Deferred income laxes represents the tax consequence related o temporary differences between the carrving amount of assets and
lighilities for financial reporting purpoeses and the amounts used for tax purposes at each reporting period, based on enacted tax laws and
statutory tax rates apphicable to the periods in which the differences are expected to affect taxable income. A valuation allowance 15 recognized
when, based on the weight of all available evidence, it 15 considered more likely than not that all, or some portion, of the deferred tax assets will
noi be realized. Income tax expense 1s the sum of current income tax plus the change in deferred tax assets and liabilities.

As of March 31, 2012 and December 31, 2011 |, we maintained a full valuation allowance against our deferred tax assets due to our
historical accumulated pre-ax losses.

ASC 740, Income Taxes, requires a company 1o first determine whether it is more-likely-than-not that a tax position will be sustained
based on its techmical merits as of the reporting date, assuming that taxing authorities will examine the position and have full knowledge of all
relevant information. A tax position that meets this more-likely -than-not threshold is then measured and recognized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement with a taxing authority. Changes in recognition or
measurement are reflected in the penod in which the change in judgment occurs. We record interest and penalties related to unceriain tax
positions In income tax expense in our unaudited consolidated statements of comprehensive income.

We reporl revenues net of any tax assessed by a governmental authority that 1s both imposed on, and concurrent with, a specific
revenue-producing transaction between a seller and a customer in our unaudited consolidated statements of comprehensive income.

Fair Value of Financial Instruments

The Fair value for publicly traded instruments 15 determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates from a market maker and brokerage firm. As of March 31, 2012 and December 31, 2011 , the carrying
value of our debt was $2,956,649 and $3,013,974 , respectively; and the Fair value approximated $3,192,636 and $3,506,546 | respectively.

Accumulated Other Comprehensive Income

Accumulated other comprehensive income of $15 is comprised of foreign currency translation adjusiments related o our interest in
Sirins XM Canada. During the three months ended March 31, 2012 | we recorded a foreign currency translation adjustments loss of £56 | net of
tax of $35 .

Recent Accounting Pronouncemenis

In May 2011, the FASB ssued Accounting Standards Update No. 201 1-04, Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirements in U.S, GAAFP and International Financial Reporting Standards (Topic 8200 — Fair Value
Measurement (“ASU 201 1-047), to provide a consistent defimition of fmr value and ensure that the far value measurement and disclosure
requirements are similar between U.S. GAAP and International Financial Reporting Standards. ASU 201 1-04 changes certain fair value
measurement principles and enhances the disclosure requirements particularly for Level 3 fair value measurements, This standard is effective
for mterim and annual periods beginning after December 15, 2011 and is applied on a prospective basis. We have adopted ASU 2011-04 and
the impaet of adoption is notl material o our unaudited consolidated financial statements.

In June 2011, the FASB 1ssued Accounting Standards Update No. 201 1-05, Comprehensive Income (Topie 220), Presentation of
Comprehensive Income (“ASU 200 1-057), 1o require an entity to present the total of comprehensive income, the componenis of net income,
and the components of other comprehensive income either in a single continuous statements of comprehensive income or in two separate but
consccutive statements. ASU 2011-05 elimmates the option to present the components of other comprehensive income as part of the statement
of equity. The standard does not change the items which must be reported in other comprehensive income, how such items are measured or
when they must be reclassified o net income. This standard is effective for mterim and annual penods beginming after December 15, 2011 and
is to be applied retrospectively. The FASE has deferred the requirement to present reclassification adjustments for each component of

5
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Continued

(Dollar amounts in thousands, unless otherwise stated)

accumulated other comprehensive income m both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes 1o the
financial statements. During the deferral period, there is no requirement o separately present or disclose the reclassification adjustments into
net income, The effective date of this deferral will be consistent with the effective date of the ASU 2011-05. We have adopted ASU 201105
and disclosed comprehensive income in our unaudited consohidated statements of comprehensive mcome and note that this gudanee only
affects financial statement presentation only and has no impact on our results of unaudited consolidated financial statements.

(K] Earnings per Share

Basic net income per common share is caleulated using the weighted average common shares outstanding dunng each reporting
period. Diluted net income per common share adjusts the weighted average common shares outstanding for the potential dilution that could
oceur if common stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock units)
were exercised or converted into common stock, caleulated using the treasury stock method. For the three months ended March 31, 2012 and
2011, common stock equivalents of approximately 443,764,000 and 587,254,000 , respectively, were excluded from the caleulation of diluted
net income per commaon share as the effect would have been anti-dilutive.

For the Three Months
Ended March 31,

{in thousands, evceps per shave datal 22 211
Net income b 107774 % 78,121
Average common shares outstanding-basic 3767443 3735136
Dilutive effect of equity instruments 2. 770,285 2,746,248
Average common shares outstanding-diluted 0,337,728 6481384
Net income per common share
Basic b 003 £ 0.02
Diluted b 002 % (.01

4 Accounts Receivable, net
Accounts recetvable, net are stated at amounts due from customers net of an allowance for doubtful accounts, Our allowance for
doubtful accounts considers histoneal expenence, the age ol certain receivable balances, current cconomic conditions and other Factors that

may affect the counterparty “s ability to pay.

Accounts receivable, net, consists of the following:

March 31,
22 Devember 31, 2011
Giross accounts receivable b 119310 b 111,637
Allowanee for doubtful accounts (10,973} (9,932)
Total accounts receivable, net 5 108,335 b 101,705

Receivables from distributors include billed and unbilled amounts due {rom OEMSs for radio services included in the sale or lease price
of vehicles, as well as hilled amounts due from retailers. Receivables from distributors consist of the following:

March 31,
iz December 31, 2001
Billed b 52,426 b 44618
Unbilled 43,611 40,199
Total b 96,037 b 84817
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i5) Inventory, net

lnventory consists of finished goods, refurbished goods, chip sets and other raw material components used in manufacturing radios.
Inventory 15 stated at the lower of cost, determined on a firsi-in, first-out basis, or market. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose carrying value 15 in excess of net realizable value. The provision related to products purchased
for resale in our direct 1o consumer distribution channel and components held for resale by us 15 reported as a component of Cost of equipment
in our unaudited consolidated statements of comprehensive income. The provision related to inventory consumed in our OEM and retail
distribution channel 1s reported as a component of Subsceriber acquisition costs in our unaudited consohdated statements of comprehensive
IMCOMme.

Inventory, net, consists of the following:

March 31,
22 Devcember 31, 2001
Raw materials b 22,441 b 24,134
Finished goods 31,102 28,007
Allowanee for obsolescence (16,752) (15.430)
Total inventory, net $ 36,791  § 36,711

{6) Goodwill

Goodwill represents the excess of the purchase price over the estimated air value of net tangible and identifiable intangible assets
aequired in business combinations. We will perform an annual qualitative assessment as of October 1st of cach vear to deterrmine if it is more
likely than not that the fair value is less than the carrving amount. An assessment is performed at other times if an event oceurs or

circumstances change that would more likelv than not reduce the fair value of the asset below its carrying value.

As of March 31, 2012 | there were no indicators of impairment and no impairment loss was recorded for goodwill during the three
months ended March 31, 2012 and 201 |

()] Intangible Assets

Intangible assets consisted ol the following:

March 31, 2012 December 31, 2011
H T Goross
Weighted Average Carrying Accumulated Net Carryving Carryving Accumulated Net Carrying
Useful Lives Value Amortization Value Value Amortization Value

Indefinite life mtangible assets:
FCC licenses Indefinite § 2083654 3 — § 2083654 § 208363 S — 8 20836354
Trademark Indefinite 250,000 - 250,000 250,000 - 250,000

Definite life intangible assets:

Subscriber relationships 9 years AR0,000 (202,134} 177,866 3R0,000 (191.201) 188,799
Licensing agreements 9.1 years 78,897 {36,649) 42248 TRR9T (34,145) 44,752
Proprictary software {3 years 16,552 (11,941} 4611 16,552 (11.50T) 3.5
Developed technology 10 vears 2.000 (733) 1,267 2,000 (G83) 1317
Leasehold interests T4 vears 132 {60} 553 132 (61 71
Total intangible assets § 2BI1235 § (251323 8§ 2559712 8§ 2811235 85 (23759 8 25736038

Indefinite Life Intangible Assets

We have identified our FCC licenses and the XM trademark as indefinite life intangible assets afier considering the expected use of
the assets, the regulatory and economic environment within which they are used and the effects of obsolescence on their use
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We hold FCC licenses to operate our satellite digital audio radio serviee and provide ancillary services. The following table outlines
the vears in which each of our licenses expires:

FOC license Expiration year
SIRIUS FM-1 satellite 2017
SIRIUS FM-2 satellite 2017
SIRIUS FM-3 satellite 2017
SIRTUS FM-4 satellite (1) 2017
SIRIUS FM-5 satellite 2017
SIRIUS FM-6 satellite (2)

XM-1 satellite 2014
MM-2 satellite 2014
XM-3 satellite 2013
MM-4 satellite 2014
XM-5 satellite 2018
(1) In 2000, we retired our FM-4 ground spare satellite, We sull maintain the FCC heense for this satellite.

) We hold an FCC license for our FM-6 sutellite, which will expire eight vears from when this satellite is launched and placed into aperation,

Prior to expiration, we are required to apply for a renewal of our FCC licenses. The renewal and extension of our licenses is
reasonably certain at minimal cost, which 1s expensed as incurred. Each of the FCC licenses authorizes us to use the broadeast spectrum, which
is a renewable, reusable resource that does not deplete or exhaust over time.

In conmection with the merger of our wholly owned subsidiary, Vernon Merger Corporation, with and into XM Satellite Radio
Holdings Inc. in July 2008 (the "Merger™), $2350,000 of the purchase price was allocated to the XM trademark. As of March 31, 2012 | there
were no legal, regulatory or contractual limitations associated with the XM trademark.

Onr annual impairment assessment of our indefinite intangible assets is performed as of October 15t of each year. An assessment is
made at other times if events or changes in circumstances indicate that these assets might be impaired. The impairment test consisis of a
comparison of the fair value of the assets with 1ts carrying value. If the carrying value of the intangible assets exceeds its fair value, an
impairment loss is recognized. As of March 31, 2012 | there were no indicators of impairment and no impairment loss was recorded for
intangible assets with indefinite lives dunng the three months ended March 31, 2012 and 201 |

Definite Life Intangible Assets

Subscriber relationships are amortized on an aceelerated basis over 9 vears, which reflects the estimated pattern in which the economic
benefits will be consumed. Other definite life intangible assets include certain licensing agreements, which are amortized over a weighted
average useful life of 9.1 vears on a straight-line basis.

Amortization expense for all delinite life intangible assets was $13,926 and $15,303 for the three months ended March 31, 2012 and
2011, respectively. Expected amortization expense for the remaining period in 2012 | each of the fiscal vears 2013 through 2016 and for
pericds thereafter is as follows:

Year ending December 31, Amount

2012 b 39,739
2013 47,357
2014 38,8749
2015 37,553
2006 31,959
Thereafter 30,571
Total defimte life mtangibles assets, net $ 226,058

10
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") Subsecriber Revenue

Subscriber revenue consists of subscnption fees, revenue derived from agreements with certain daily rental fleet operators, activation
and other fees. Revenues received from OEMSs for subseriptions included in the sale or lease price of vehicles are also included in subscriber
revenue over the service period.

Subscriber revenue consists of the following:

For the Three Months

Ended March 31,
2012 201
Subseription fees $ 696,298 $ 619291
Activation fees 3.944 3 146
Total subscriber revenue £f 700242 § 622437

(1] Interest Costs

We capitalized a portion of the interest on funds borrowed 1o finance the construction costs of our FM-6 satellite and related launch
vehicle. We will continue to capitalize the interest until the launch of our FM-6 satellite. We also ineur interest costs on all of our debt
instruments and on our satellite incentive agreements. The following is a summary of our interest costs:

For the Three Months
Ended March 31,

2012 2011
Interest costs charged to expense £ 76,971 £ TR2IR
Interest costs capitalized 71,954 7.250
Total interest costs incurred 5 34925 8% 85 468

Included in mterest costs incurred 15 non-cash interest expense, consisting of amortization related 1 onginal 1ssue discounts,
premiums and deferred lnancing lees of $10,647 and $9,573 for the three months ended March 31, 2012 and 2011 | respectively.

(10 Property and Equipment

Property and equipment, net, consists of the following:

March 31, December 31,
22 2

Satellite svstem b 1,943,537 b 1,943,537
Terrestrial repeater network 110,335 112 440
Leaschold improvements 43,529 43 455
Broadeast studio equipment 54218 53.903
Capitalized software and hardware 201 266 193,301
Satellite telemetry, tracking and control facilities 61,020 60,539
Furniture, fixtures, equipment and other 60,739 60,283
Land 38411 3411
Building 57,200 57,185
Construction in progress 385,300 372,508

Total property and equipment 2.955,555 2,935,562
Accumulated depreciation and amortization (1,309,945} (1.261.643)

Property and equipment. net £ 1645610 % 1673919
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Construction in progress consists of the following:

March 31, December 31,
2012 2011
Satellite system £ 352597 % 343932
Terrestrial repeater network |8,586 19,194
Other 14,117 9,382
Construction in progress 5 3R5300 % 372,508

Depreciation and amortization expense on property and equipment was $32,191 and $33,097 for the three months ended March 31,
2012 and 2011 , respectively.

Sarellites
We currently own a fleet of nine orbiting satellites, The chart below provides eertain mformation on these satellites:

Estimated End of

Satellite Designation Yeur Delivered Depreciable Life
FM-1 2000 2013
FM-2 2000 2013
FM-3 2000 2015
FM-5 209 2024
XM-1 2001 2013
HM-2 2001 2013
xM-3 2005 2020
XM-4 2006 2021
MNM-3 2000 2025

We own four orbiting satellites for use in the Sirius system. We own five orbiting satellites for use in the XM svstem. Four of these
satellites were manufactured by Boeing Satellite Systems International and five were manufactured by Space Systems/Loral.

During the three months ended March 31, 2012 and 2011 | we capitalized expenditures, including interest, of $ 8,665 and § 28 815
respectively, related to the construetion of our FM-6 satellite and related launch vehicle,

{11y Related Party Transactions

We had the following related party balances at March 31, 2012 and December 31, 2011 ¢

_— Helated party long-term Helated party current Related party long-term . ) §
Related party current assets e liahilities liahilities Kelated party long-term debt
March 31, December 31, March 51, December 31, March 51, December 31, March 31, December 31, March 31, December 31,
012 201 202 2011 2012 011 2012 2411 012 2011

::,:zj:? 5 5 s L1225 1212 5§ 10461 % 922 5 - 5 - 5 329576 § 338788
Sirius
XM 6,503 14,702 33,107 33741 6,080 4.580 21048 21741
Canada

Towal & 6503 § 14702 8 54220 8§ 54953 § 16541 § 14302 % 21048 5 21,041 8§ 320576 2§ 328788

Liberty Media

In February 2009, we entered into an Investment Agreement (the “Investment Agreement™) with an affiliate of Liberty Media
Corporation, Liberty Radio, LLC (collectively, “Liberty Media™). Pursuant to the Investment Agreement, in March 2009

12
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we issued to Liberty Radio, LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B-1 (the “Senes B Preferred Stock™),
with a liquidation preference of $0.001 per share in partial consideration for certain loan investments. Liberty Media has representatives on our
board of directors. The Series B Preferred Stock is convertible into 2,586,976,000 shares of common stock. Liberty Media Corporation has
filed with the Federal Communications Commission an application for consent to transfer de facro control of Sirius XM, We have filed a
petition to dismiss or deny such application. Liberty Media's application was not filed in connection with a transaction between Liberty Media
and us.

Liberty Media has advised us that as of March 31, 2012 and December 31, 2011 , respectively, it owned the following:

March 31, December 31,
2012 2011

8.75% Senior Notes due 2015 5 150000 % 150,000
9.75% Senior Secured Notes due 2015 50,000 30,000
13% Senior Notes due 2013 76,000 76,000
7% Fxchangeable Senior Subordinated Notes due 2014 11,000 11,000
7.625% Semor Notes due 2018 30,000 50,000
Total principal debt 337,000 337,000

Less: discounts 7424 8212
Total carrying value debt $ 320576 % 328,788

As of March 31, 2012 and December 31, 2011 , we recorded $10,461 and $9,722 | respectively, related to acerued interest with
Liberty Media to Related party current liabilities. We recognized Interest expense associated with debt held by Liberty Media of $8 994 and
$8,933 for the three months ended March 31, 2012 and 2011 | respectively.

Sirivs XM Canada

In June 201 1, Canadian Satellite Radio Holdings Ine. ("CSR™), the parent company of XM Canada, and Sirus Canada completed a
transaction 1o combine their operations (“the Canada Merger™). As a result of the Canada Merger, Sirtus Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Sinus XM Canada. We own
approximately 46,700,000 Class A shares of CSR, representing a 38.0% cquity interest and a 25.0% voting interest, and hold a non-interest
bearing note of $410 15sued by TSR

We also hold an mvestment in Cdn $4,000 face value of 8% convertible unsecured subordinated debentures issued by CSR, for which
the embedded conversion feature is bifurcated Irom the host contract. The host contract is sceounted for at Fair value as an available-for-sale
security with changes in fair value recorded to Accumulated other comprehensive income (loss), net of tax. The embedded conversion feature
is accounted for at fair value as a denvative with changes in fair value recorded in camings as Interest and investment loss, As of March 31,
2012, the canving values of the host contract and embedded derivative related to our investment in the debentures was $3,638 and $13 |
respectively. As of December 31, 2011 | the carryving values of the host contract and embedded derivative related to our investment in the
debentures was $3,490 and $0 , respectively. The carrying values of the host contract and embedded denvative are recorded in Related party
long-tenm assets.

Our interest i Sirtus XM Canada 15 accounted for under the equity method. The excess of the cost of our ownership interest in the
equity of Sirus XM Canada over our share of the net assets 1s recognized as goodwill and intangible assets and is ineluded in the carrying
amount of our investment, Equity method goodwill 15 not amortized. We penodically evaluate this investment to determine if there has been an
other than temporary decline below carrving value. Equity method intangible assets are amortized over their respective useful lives, which is
recorded in Interest and investment loss. As of March 31, 2012 | our investment balance in Sirius XM Canada was approximately $44.631 |
528,763 of which represents equity method goodwill and intangible assets, and was recorded in Related party long-lerm assets. As of
December 31, 2011, our investment balanee in Sinus XM Canada was approximately $45,061 , $28,589 of which represented equity method
goodwill and intangible assets, and was recorded i Related party long-lerm assets.

We provide Sirus XM Canada with chip sets and other services and we are reimbursed for these costs, As of March 31, 2012 and
December 31, 2011 amounts due for these costs totaled $4.504 and $7 404 | respectively, and 1s reported as Related party current assets.
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Asof March 31, 2012 , amounts due from Sirus XM Canada also meluded $6,414 attnbutable to deferred programming costs and
acerued interest, $4,415 of which is reported as Related party long-term assets. As of December 31, 2011 | amounts due from Sirius XM
Canada included $7.280 attributable 1o deferred programming costs and accrued interest, $4. 780 of which was reported as Related party long-
lerm assets,

As of March 31, 2012 and December 31, 2011 | the amounts due to Sirius XM Canada totaled $3,305 and $1,804 | respectively, and is
reported as Related party current liabilities.

We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of comprehensive
Ineome;

For the Three Months
Ended March 31,

2012

Royalty income % 7465
Amortization of Sirius XM Canada deferred income 694
Licensing fee revenue 1,300
Advertising reimbursements 417
Total revenue from Sirius XM Canada $ 10,076

Our share of net earnings or losses of Sirius XM Canada are recorded o Interest and investment loss in our consolidated statements of
comprehensive meome on a one month lag. Our share of Sirius XM Canada’s net loss was 81,645 for the three months ended March 31, 2012 .
We recorded amortization expense of ${173) related 1o the equity method intangible assets for three months ended Mareh 31, 2012

Sirius Canada

We had an equity interest of 49% in Sirius Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed.

In 2005, we entered into a license and services agreement with Sirius Canada. Pursuant to such agreement, we are reimbursed for
certain costs ineurred 1o provide Sinus Canada service, includimg certain costs imeurred for the production and distribution of radios, as well as
information technology support costs. In consideration lor the rights granted pursuant to this license and services agreement, we have the right
to receive a rovalty equal to a percentage of Sinus Canada’s gross revenues based on subscriber levels (ranging between 5% to 15% ) and the
number of Canadian-specific channels made avalable to Sinus Canada,

We recorded the following revenue from Sirius Canada. Rovalty income 15 included in other revenue and dividend income 15 included
in Interest and investment loss in our consolidated statements of comprehensive meome:

For the Three Months
Ended March 31,

2mi1
Royalty income b 4470
Dividend mecome 238
Total revenue from Sirius Canada $ 4,708

Receivables from rovalty and dividend income were utilized to absorb a portion of our share of net losses generated by Sinus Canada
Total costs that have been reimbursed by Sirius Canada were $2,490 for the three months ended March 31, 2011 |

Ohr share of net earnings or losses of Sirius Canada was recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius Canada’s net loss was 34,458 for the three months ended March 31, 2011 . The
pavments received from Sirius Canada in excess of carrving value were $2 880 for the three months ended Mareh 31, 2011
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XM Canmda

We had an equity interest of 21.5% in XM Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed.

In 2005, XM entered into agreements to provide XM Canada with the nght to offer XM satellite radio serviee in Canada, The
agreements have an initial ten vear term and XM Canada has the unilateral option to extend the agreements for an additional five year term. We
receive a 3% royalty for all subscriber fees earned by XM Canada each month for its basic service and an activation fee for each gross
activation of an XM Canada subscriber on XM's system. Sinus XM Canada s obligated to pay us a total of $70,300 for the nights to broadeast
and market National Hockey League (*NHL™) games for a ten vear term. We recognize these pavmenis on a gross basis as a principal obligor
pursuant to the provisions of ASC 603, Revenue Recognition . The estimated fair value of deferred revenue from XM Canada as of the Merger
date was approximately $34,000 , which 1s amortized on a straight-line basis through 2020, the end of the expected term of the agreements, As
of March 31, 2012 and December 31, 2011 | the carrying value of deferred revenue related to this agreement was $23,823 and $24,517 ,
respectively.

The Cdn $45,000 standby credit facility we extended o XM Canada was paid and terminated as a result of the Canada Merger. We
received $38.815 in cash upon payment of this facility. As a result of the repayment of the credit facility and completion of the Canada Merger,
we released a $15,649 valuation allowance related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 201 1.

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of comprehensive income:

For the Three Months

Ended March 31,
21
Amortization of XM Canada deferred income £ 694
Subscriber and activation fee rovaltics 2,623
Licensing fee revenue 1,500
Advertising reimbursements 417
Total revenue from XM Canada $ 5,234

Chur share of net earnings or losses of XM Canada 15 recorded to Interest and mvestment loss in our consolidated statements of
comprehensive income on g one month lag. Our share of XM Canada’s net loss was $2,053 for the three months ended March 31, 2011 .

{12} Investments
Long Term Restricted Tnvestmenis

Restricted investments relate to reimbursement obligations under etters of eredit 1ssued for the benefit of lessors of office space. As of
March 31, 2012 and December 31, 2011 | our Long-term restricted investments were $ 3,973 |
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(13) Debt
Our debt consists of the following:

Conversion
Price March 31, December 31,
{per share) 2mnz 2n1

8.75% Senior Motes due 2015 (a) MNIA ROOL000 RO0,000
Less: discount (9,102) (9,753)

9.75% Senior Secured Notes due 2015 (b) NIA 224 428 257 000
Less: discount (6,886 (B,356)

13% Senior Notes due 2013 (¢) NIA T44 246 T78.500
Less: discount (32,438) (39.504)

7% Exchangeable Senior Subordinated Notes due 2014 (d) £ 1.875 550,000 550,000
Less: discount (3.513) (5,956}

7.625% Senior Motes due 2018 (¢) NIA TO0,000 TO0000
Less: discount (10,395) (10,898)

Other deb:

Capital leases MNIA 2,500 2,941

Total debt 2.956.649 3.013.974

Less: total eurrent maturities non-related party 1,540 1,623

Total long-term 2,955,109 3,012.351

Less: related party 329,576 328,788

Total long-term, excluding related party £ 2625533 £ 2683563

) 8.75% Semior Notes due 2015

In March 2010, we issued $800,000 aggregate pnincipal amount of 8.75% Senior Notes due 2015 (the © 8.75% Notes™), Interest is
pavable semi-annually in arrears on April | and October | of each vear al a rate of 8.75% per annum. The 8.75% Notes mature on April 1,
2015 . The 8.75% Notes were issued for $786,(00 | resulting in an aggregate onginal issuance discount of $14,000 . Substantially all of our
domestic wholly-owned subsidianes guarantee our obligations under the 8.73% Notes on a senior unsecured basis,

fh) 9.753% Senior Secured Notes due 2015

In August 2009, we issued $257,000 agpregate principal amount of 9, 75% Senior Secured Notes due September 1, 2015 (the © 9.75%
Motes™). Interest is pavable semi-annually in arrears on March | and September | of each year at a rate of 9.75% per annum. The 9.75% Notes
were issued for $244.292 | resulting in an aggregate original issuance discount of $12.708 | Substantially all of our domestic wholly-owned
subsidiaries guarantee our obligations under the 9.75% Notes, The 9.73% Notes and related guarantees are secured by first-priority liens on
substantially all of our assets and the assets of the guarantors.

In March 2012, we purchased $32.572 in aggregate principal amount of the 9.73% Notes, $9.500 of which was settled in April 2012
The aggregate purchase price for these 9. 75% Notes was $35,563 inclusive of accrued interest. We recogmized an aggregate loss on
extinguishment of these 9.75% Notes of $3,778 | consisting pnimarily of unamortized discount, deferred financing fees and repayment
premium, 1o Loss on extinguishment of debt and eredit facilities, net, for the three months ended March 31, 2012 .

() 13% Senior Notes due 2013
In July 2008, we issued $778,500 aggregate principal amount of 13% Senior Notes due 2013 (the © 13% Notes™). Interest 1s payable
semi-annually in arrears on February | and August 1 of each vear at a rate of 13% per annum. The 13% Notes mature on August 1, 2013

Substantially all of our domestic wholly -owned subsidiaries guarantee our obligations under
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the 13% Notes.

In March 2012, we purchased $34.254 in aggregate principal amount of the 13% Notes. The aggregate purchase price for these 13%
Motes was $39.610 inclusive of accrued interest. We recognized an aggregaie loss on extinguishment on these 13% Notes of 36,193 | consisting
primarily of unamortized discount, deferred fimancing fees and repayment premium, to Loss on extinguishment of debt and eredit facilities, net,
for the three months ended Mareh 31, 2012 .

(d) 7% Exchangeable Senior Subordinated Notes due 2014

In August 2008, we issued $350,000 aggregate principal amount of 7% Exchangeable Senior Subordinated MNotes due 2014 (the
“Exchangeable Notes™). The Exchangeable Notes are senior subordinated obligations and rank junior m right of payment to our existing and
future sentor debt and equally in right of payvment with our existing and future sentor subordinated debt. Substantially all of our domestic
whollv-owned subsidiaries have guaranteed the Exchangeable Notes on a senior subordinated basis,

Interest is payable semi-annually in arrears on June | and December | of cach yvear at a rate of 7% per annum. The Exchangeable
MNotes mature on December 1, 2014 . The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our
common stock at an initial exchange rate of 333.3333 shares of common stock per $1.000 principal amount of Exchangeable Notes, which is
equivalent to an approximate exchange price of $1.875 per share of common stock. Although our stock price was greater than the exchange
price during the three months ended March 31, 2012 | the common stock reserved for exchange in connection with the Exchangeable Notes
were considered to be anti-dilutive in our caleulation of diluted net income per common share.

fe) 7.625% Nenior Notes due 2018

In October 2010, we issued 700,000 aggregate principal amount of 7.623% Senior Notes due 2018 (the © 7.625% Notes™). Interest is
pavable semi-annually in arrears on May | and November | of each vear at a rate of 7.625% per annum. The 7.625% Notes mature on
November 1, 2018 . Substantially all of our domestic wholly-owned subsidianies guarantee our obligations under the 7.625% Notes.

Retired Debt Instruments
3.23% Convertible Notes due 2011

In February 2011, we purchased $94,148 of our then outstanding 3.25% Convertible Notes due 2011 (the " 3.25% Notes") al prices
between 100.75% and 100.94% of the principal amount plus acerued interest. We recognized a loss on extinguishment of debt for the 3.25%
Notes of $1,079 for the three months ended March 31, 2011 , which consisted primarily of cash premiums paid, unamortized discount and
deferred financing fees, The remaimder of the 3.25% Notes were paid upon maturity in the fourth quarter of 2011,

T 1.25% Senior Secured Notes due 2013

In January 201 1, we purchased the remaining portion of our outstanding 11.25% Senior Secured Notes due 2013 for an aggregate
purchase price of $40,376 . A loss from extinguishment of debt of $4.915 associated with this purchase was recorded during the three months
ended March 31, 2011 .

Covenants and Restrictions

Our debt generally requires compliance with certain covenants that restrict our ability to, among other things, (1) incur additional
indebtedness unless our consolidated leverage would be no greater than 6.0 times consolidated operating cash flow after the incurrence of the
mdebtedness, (1) ineur liens, (ii1) pay dividends or make certain other restricted payments, investments or acquisitions, (1v) enter into certain
transactions with afTiliates, (v) merge or consolidate with another person, (vi) sell, assign, lease or otherwise dispose of all or substantially all
of our assets, and (vi1) make voluntary prepayments of certain debt, in each case subject to exceptions,

Under our debt agreements, the following generallv constitute an event of default: (i) a default in the pavment of
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mterest; (it} a default in the pavment of principal; (i11) failure to comply with covenants; (iv) failure o pay other indebtedness after linal
maturity or acceleration of other indebtedness exceeding a specified amount; (v) certain events of bankmuptey; (vi) a judgment for payment of
money exceeding a specified aggregate amount; and {vii} voidance of subsidiary guarantees, subject 1o grace periods where applicable. [T an
event of default occurs and 1s continuing, our debt could become immediately due and payable.

Al March 31, 2012 | we were in compliance with our debt covenants,
(14) Stockholders® Equity
Commaon Stock, par value $0.001 per share

We were authorized to 1ssue up 1o 9 000,000,000 shares of commen stock as of March 31, 2012 and December 31, 2011 | There were
3.788.755.725 and 3,753,201 929 shares of common stock issued and outstanding as of March 31, 20012 and December 31, 2011 | respectively.

As ol March 31, 2012 | approximately 3 303 857 000 shares ol common stock were reserved for issuance in conneetion with
outstanding convertible debt, preferred stock, warrants, incentive stock awards and common stock to be granted to third parties upon
satisfaction of performance targets,

To facilitate the offering of the Exchangeable Notes, we entered into share lending agreements with Morgan Stanley Capital Services
Ine. (“MS7) and UBS AG London Branch (“UBS™) in July 2008, under which we loaned MS and UBS an aggregate of 262,400,000 shares of
our common stock 1n exchange for a fee of $0.001 per share. During the third quarter of 2008, MS returned to us 60,000,000 shares of our
common stock borrowed. In October 201 1, MS and UBS returned the remaiming 202 400,001 shares loaned. The returned shares were retired
upon receipt and removed from outstanding common stock. The share lending agreements have been terminated. Under GAAP, the borrowed
shares were not considered outstanding for the purpose of computing and reporting our net income (loss) per common share.

We recorded interest expense related to the amortization of the costs associated with the share lending srrangement and other issuance
costs of $2 982 and $2.690 | respectively, for the three months ended March 31, 2002 and 2011 . As of March 31, 2012 | the unamortized
balance of the debt issuance costs was 537,072 , with $36,331 recorded in deferred financing fees, net, and $741 recorded in Long-term related
party assets, As of December 31, 2011 | the unamortized balance of the debt issuance costs was $40 054 with $39,253 recorded in deferred
financing fees, net, and $801 recorded in Long-term related party assets. These costs will continue to be amortized until the debt 15 terminated.

In January 2004, Sirius Satellite Radio Ine. signed a seven-vear agreement with a sports programming provider which expired in
February 201 1. Upon execution of this agreement, Sirius delivered 15,173,070 shares of common stock valued at 40,967 1o that programming
provider. These shares of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment
expense associated with these shares of $1.568 in the three months ended March 31, 2011 .

Preferred Stock, par value $0.001 per share

We were authorized to 1ssue up to 30,000,000 shares of undesignated preferred stock as of March 31, 2012 and December 31, 2011 .
There were no shares of Seres A Convertible Preferred Stock (“Senes A Preferred Stoek™) issued ond owtstanding as of March 31, 2012 and
December 31, 2011 .

There were 12,500,000 shares of Series B Preferred Stock 1ssued and outstanding as of March 31, 2012 and December 31, 2011 . The
Series B Preferred Stock 15 convertible into shares of our common stock at the rate of 2069581409 shares of common stock Tor cach share of
Series B Preferred Stock, representing approximately 40% of our outstanding shares of common stock (after giving effect o such conversion),
As the holder of the Senes B Preferred Stock, Liberty Raodio LLC 1s entitled to o number of votes equal to the number of shares of our common
stock mto which such shares of Series B Preferred Stock are convertible. Liberty Radio LLC wall also recerve dividends and distnbutions
ratably with our common stock, on an as-converted basis. With respect to dividend rights, the Series B Preferred Stock ranks evenly with our
common stock and each other class or series of our equity securities not expressly provided as ranking senior to the Series B Preferred Stock.
With respeet 1o hquidation rights, the Seres B Preferred Stock ranks evenly with cach other class or senies of our equity seeunties not
expressly provided as ranking senior to the Senies B Preferred Stock, and ranks senior 1o our common stock.
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Warrants

We have issued warrants 1o purchase shares of common stock in connection with distribution, programming and satellite purchase
agreements. As of March 31, 2012 and December 31, 2011 , approxamately 22,506,000 warrants to acquire an equal number of shares of
common stock were outstanding and fully vested. These warrants expire at various times through 20105, At March 31, 2012 and December 31,
2011 , the weighted average exercise price of outstanding warrants was $2.63 per share. We did not ineur warrant related expenses during the
three months ended March 31, 2012 and 2011

In February 2011, Daimler AG exercised 16,300,000 warrants to purchase shares of common stock on a net settlement basis, resulting
in the issuance of 7,122,951 shares of our common stock.

{15} Benefits Plans

We recognized share-based pavment expense of 14,951 and 11,288 for the three months ended March 31, 2012 and 2011 |
respectively. We did not realize any income tax benefits from share-based benefits plans during the three months ended March 31, 20012 and
2011 as a result of the full valuation allowance that is maintained for substantially all net deferred tax assets.

2009 Long-Term Stock Incentive Plan

In May 2009, our stockholders approved the Sinus XM Radio Ine, 2009 Long-Term Stock Incentive Plan (the “2009 Plan™),
Emplovees, consultants and members of our board of directors are eligible 1o receive awards under the 2009 Plan. The 2009 Plan provides for
the grant of stock options, resiricted stock, restricted stock units and other stock-based awards that the compensation committee of our board of
dircetors may deem appropriate. Vesting and other terms of stock-based awards are set forth in the agreements with the individuals receiving
the awards. Stock-based awards granted under the 2009 Plan are generally subject to a vesiing requirement. Stock-based awards generally
expire ten vears from the date of grant. Each resiricted stock unit entitles the holder to receive one share of common stock upon vesting. As of
March 31, 2012, approximately 199,061,000 shares of common stock were available for future prants under the 2009 Plan.

(ther Plans

We maintain four other share-based benefit plans — the XM 2007 Stock Incentive Plan, the Amended and Restated Sirius Satellite
Radio 2003 Long-Term Stock Incentive Plan, the XM 1998 Shares Award Plan and the XM Talent Option Plan. No further awards may be
made under these plans. Outstanding awards under these plans continue to vest.

The following table summarizes the weighted-average assumptions used to compute the fair value of options granted to emplovees
and members of our board of directors:

For the Three Months

Ended March 31,

22
Risk-free interest rale 0. 8%
Expected life of options — years 534
Expected stock price volatility 57%
Expected dividend vield (%

There were no options granied to emplovees and members of our board of directors during the three months ended March 31, 2011 .

There were no options granted to third parties during the three months ended March 31, 2012 and 2011 .
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The following table summarizes stock option activity under our share-based payment plans for the three months ended March 31,
2012 (options in thousands):

Weighted- Weighted - Average
Average Remaining Apgregate
Exercise Contractual Term Intrinsic
Options Price (Years) Value
Outstanding as of December 31, 2011 439,580 b .25
Granted 275 b 2.04
Exercised (34.955) § .65
Forfeited, cancelled or expired (4.281) % 2.67
Cutstanding as of March 31, 2012 400619 g 1.29 600 % 301 494
Exercisable, March 31, 2012 148 585 % 1.78 4,20 b 169,371

The weighted average grant date fair value of options granted during the three months ended March 31, 2012 was $1.02 . The total
intrinsic value of stock options exercised during the three months ended March 31, 2012 and 2011 was $52,274 and $2,099 | respectively

We recognized share-based payment expense associated with stock options of $13.643 and $9.977 for the three months ended
March 31, 2012 and 2011 | respectively.

The following table summarizes the nonvested restricted stock and restricted stock unit activity under our share-based pavment plans
for the three months ended March 31, 2012 (awards in thousands):
Weighted-Average

Grant Date Fair
Awards Value

MNonvested, December 31, 2011 421
Granted -
Vested restricted stock =
Vested restrieted stock units -
Forfeited —

MNonvested, March 31, 2012 421

.46

% o5 0% B8 5 9

146

The outstanding nonvested shares of restricted stock represent shares issued 1o members of the board of directors as part of our former
director compensation program. These shares will vest on the first anniversary of the date the person ceases to be a director

The weighted average grant date fair value of restricted stock units granted during the three months ended March 31, 2012 and 2011
was $0 as no shares were granted in the periods. The total intrinsic value of restricted stock and resincled stock units that vesied during the
vears ended March 31, 2012 and 2011 was $0 and $3,085 |, respectively.

We recognized share-based pavment expense associated with restricted stock units and shares of restricted stock of $0 and $542 for
the three months ended March 31, 2012 and 2011 |, respectively.

Total unrecognized compensation costs related to unvested share-based payment awards for stock options and restricted stock units
and shares granted 1o employees and members of our board of directors at March 31, 2012 and December 31, 2011 |, net of estumated
forfeitures, was $115,786 and $129 983 | respectively. The total unrecognized compensation costs at March 31, 2012 are expected to be
recognized over a weighted-average period of three years.

401¢k) Savings Plan
We sponsor the Simus XM Radio 401(K) Savings Plan (the “Sirus XM Plan™) for eligible employees,
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The Sirtus XM Plan allows eligible employees to voluntarily contribute from 1% to 30% of their pre-tax eligible earmings, subject to
certain deflined limits. We match 30% of an employee’s voluntary contributions, up to 6% of an emplovee’s pre-tax salary, in the form of
shares of common stock. Emplover matching contributions under the Sirius XM Plan vest at a rate of 33.33% for each vear of emplovment and
are fully vested after three vears of employment for all current and future contnbutions, Share-based payment expense resulting from the
matching contribution to the Sirius XM Plan was $1,308 and $769 for the three months ended March 31, 2002 and 2011, respectively.

We may also eleet to contribute to the profit sharing portion of the Sirtus XM Plan based upon the total eligible compensation of
eligible participants. These additional contributions in the form of shares of common stock are determined by the compensation commitiee of
our board of directors. Employees are only eligible to receive protit-sharing contributions during any vear in which they are employed on the
last day of the vear. Currently, we do not plan to contribute to the profit shanng portion of the Sirtus XM Plan in 2012, We did not contnibute to
the profit sharing portion of the Sirius XM Plan in 2011,

(16) Commitments and Contingencies

The following table summarizes our expected contractual cash commitments as of March 31, 2012 :

212 23 2014 25 206 Thereafter Total

Long-term debt obligations b 1,191 § 745382 § 550,182 § 1024428 % — § 700,000 $ 3,021,183
Cash interest payments 221,328 280,579 183,759 110,257 33,375 106,750 956,048
Satellite and transmission 5,624 57,257 13311 13,157 3,597 18,693 111,639
Programming and content 135,602 191,616 163,131 156,244 13,388 1,125 661,106
Marketing and distribution 35,957 22.692 17,450 12,129 8,683 3,192 100,105
Satellite incentive payments 7,758 11.864 12,607 11,728 12.604 78,591 135,152
Operating lease obligations 26,501 32,333 27,005 29378 19,033 195,416 329,666
Other 23,268 14,283 2,712 419 I%2 — 40,864
Total(1) £ 457,229 % 1356006 % 970057 % 1357740 % 110864 % 1,103,767 § 5355763
{1 The table does nol inelude our reserve for uncertain fx positions, which at March 31, 2012 totaled 31,537 |, as the speeific iming of any cash

pavments cannot be projected with reasonable certainty.

Lang-term debt obligations.  Long-term debt obligations imelude principal payments on outstanding debt and capital lease obligations.
The chart above does not give effect to the purchase of $62,729 of our 13% Notes in April 2012, Refer to Note 17.

Cash interest pavments.  Cash interest pavments include mterest due on outstanding debt and capital lease pavments through matunty,
The chan above does not give effeet 1o the purchase of $62 729 of our 13% Notes in April 2012 . Refer 1o Note 17.

Satellite and rransmission.  We have entered into agreements with third parties to operate and mamntam the of f-site satellite telemetry,
tracking and control facilities and certain components of our lerrestrial repeater networks. We have also entered into various agreements to
design and construct a satellite and related launch vehicle for use in our svstems.

Programming and content.  We have entered into various programming agreements. Under the terms of these agreements, our
obligations include fixed payments, advertising commitments and revenue sharing arrangements.

Marketing and distriburion.  We have entered inlo various marketing, sponsorship and distribution agreements 1o promote our brand
and are obligated to make pavments to sponsors, retailers, automakers and radio manufacturers under these agreements. Ceriain programming
and content agreements also require us Lo purchase advertising on properties owned or controlled by the licensors, We also reimburse
autemakers for certain engineering and development costs associated with the incorporation of satellite radios into vehieles they manufacture.
In addition, in the event certain new products are not shipped by a distributor to its customers within 20 days of the distributor’s receipt of
goods, we have agreed to purchase and take title to the product,
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Satellite incentive payments.  Boeing Satellite Systems International, Inc., the manufacturer of four of XM's in-orbit satellites, may be
entitled to luture in-orbit performance payments with respect o two of XM's satellites. As of March 31, 20012 | we have acerued $27 812
related 1o contingent in-orbit performance payments for XM-3 and XM-4 based on expected operating performance over their fifieen vear
design life. Boeing may also be entitled to an additional $10,000 if XM-4 continues to operate above baseline specifications during the five
yvears beyond the satellite’s fifteen -year design life.

Space Systems/Loral, may be entitled o future in-orbit performance payments, As of March 31, 2012 | we have accrued $10,216 and
$21.450 related to contingent performanee payments for FM-5 and XM-3, respectively, based on expected operating performance over their
fifteen-year design life.

Operating lease obligations.  We have entered into cancelable and non-cancelable operating leases for office space, equipment and
terresirial repeaters. These leases provide for mimimum lease payments, additional operating expense charges, leasehold improvements and rent
escalations that have mitial terms ranging from one to fifteen years | and certain leases that have options to renew, The effect of the rent
holidays and rent concessions are recogmized on a straight-line basis over the lease term, including reasonably assured renewal penods,

Chher.  We have entered into various agreements with third parties for general operaling purposes. In addition to the minimum
contractual cash commitments described above, we have entered into agreements with other variable cost arrangements. These future costs are
dependent upon many factors, including subseriber growth, and are difficult to anticipate; however, these costs may be substantial. We may
enter into additional programming, distribution, marketing and other agreements that contain similar variable cost provisions,

We do not have any other significant off-balance sheet financing arrangements that are reasonably likely to have a matenial effect on our
financial condition, results of operations, liquidity, capital expenditures or capital resources,

Legal Proceedings

In the ordmary course ol business, we are a defendant in various lawsuits and arbitration proceedimgs, mcludimg denvative actions,
actions [iled by subscribers, both on behalf of themselves and on a class action basis, and actions filed by former employees, parties 1o
contracts or leases, and owners of patents, trademarks, copyrights or other intellectual property. Our significant legal proceedings are discussed
under ltem 1, Legal Proceedimgs, in Part 11, Other Information,

{17) Subsequent Events

Repurchase af 13% Senior Notes due 2013

In April 2012 , we purchased $62,729 of the outstanding principal balance of our 13% Notes, The aggregate purchase price of these
13% Notes was 873,616 , which i3 inelusive of acerued interest. We will recognize a loss on extinguishment of these 13% Notes of
approximately £1 1,600 | consisting pnimarnly of unamortized debt, deferred financing fees and repayment premium, i the second quarter.

ITEM 2. MANAGEMENT"'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

(Al dollar amowms referenced in this Irem 2 ave in thousands, unless otherwise stared)

Special Note Regarding Forward-Looking Statements

The following cautionary statements identify important factors that could cause our actual results to differ materially from those
projected in forward-looking statements made m this Quarterly Report on Form 10-0) and in other reports and documents published by us from
time to time. Any stalemenis about our beliefs, plans, objectives, expectations, assumplions, [uture events or performance are not historical
facts and mayv be forward-looking. These statements are often, but not always, made through the use of words or phrases such as “will likely
result,” “are expected to,” “will continue,” “is anticipated,” “estimated,” “mtend,” “plan,” “projection” and “outlook.” Any forward-looking
statements are qualified in therr entirety by reference 1o the factors discussed throughout this Quarterly Report on Form 10-0) and in other
reports and documents published by us from time to time, particularly the risk factors deseribed under “Risk Factors™ i Part 1, Item 1A of our
Annual Report on
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Form 10-K for the year ended December 31, 2011 and “Management's Discussion and Analysis of Financial Condition and Results or
Operations™ herein and in Part 11, em 7 of our Annual Report on Form 10-K for the vear ended December 31, 2011 .

Among the significant factors that could cause our actual results to differ materially from those expressed in the forward-looking
statements are:

*  we face substantial competition and that competition is likely to increase over ime;

= our business depends in large part upon automakers;

*  general economie conditions can affect our business;

*  falure of our satellites would sigmificantlv damage our business;

*  our ability to attract and retain subscribers at a profitable level in the future is uncertain;

«  rovalties for music righls may inerease;

*  failure to comply with FCC requirements could damage our business;

*  the unfavorable outcome of pending or future litigation could have o matenal adverse effect:

= rapid technological and industry changes could adversely impaet our services,

*  failure of other third partics o perform could adversely affect our business;

*  changes in consumer protection laws and their enforcement could damage our business:

= interruption or failure of our information technology and communication systems could negatively impact our results and brand;

= il'we fail to protect the security of personal information about our customers, we could be subjeet to costly government enforeement
actions or private liigation and our reputation could suffer;

= wemay from time to time modify our business plan, and these changes could adversely affeet us and our finaneial condition;

*  our substantial indebtedness could adversely affect our operations and could limit our ability to react or changes in the economy or our
industry;

*  our broadeast studios, temrestrial repeater networks, satellite uplink facilities or other ground facilities could be damaged by natural
catastrophes or terronist activities;

« clectromagnetie interference from others could damage our business;

*  our business may be impaired by third-party intellectual property rights;

+  Liberty Media Corporation has significant influence over our business and affuirs and its interest may differ from ours; and

*  our net operating loss carryforwards could be substantially limited if we experience an ownership change as defined in the Internal
Revenue Code.

Because the risk factors refemred to above could cause actual results or outcomes o differ materially from those expressed in any
forward-looking statements made by us or on our behall, vou should not place undue reliance on any of these forward-looking statements. In
addition, any forward-lookmg statement speaks only as of the date on which it 1s made, and we undertake no obligation to update any forward-
looking statement or stalements Lo reflect events or eircumstances after the date on which the statement is made, 1o reflect the oceurrence of
unanticipated events or otherwise, New factors emerge from time {o lime, and it is not possible for us to predict which will arise or (o assess
with anv precision the impact of each [actor on our business or the extent to which any factor, or combination of factors, may cause actual
results to differ materially from those contained in any forward-looking statements.

Executive Summary

We broadeast our music, sports, news, talk, entertainment. traffic and weather channels, as well as infotainment services in the United
States on a subscription fee basis through two proprietary satellite radio systems. Subscribers can also receive centain of our music and other
channels over the Internet, ineluding through applications for mobile deviees.

We have agreements with every major automaker (“OEMs™) to offer satellite radios as factory - or dealer-installed equipment in their
vehicles. We also acquire subseribers through the sale and lease of previously owned vehicles with factory-installed satellite radios. We
distribute our satellite radios through retail locations nationwide and through our website. Satellite radio services are also offered to customers
of certain daily rental car companies.

Asof March 31, 2012 , we had 22,297,420 subscribers of which 18,208,090 were self-pay subscribers and 4,089,330 were paid
promotional subscribers. Our subsceriber totals inelude subseribers under our regular pricing plans; discounted pricing plans; subscribers that
have prepaid, including payvments either made or due from automakers and dealers for subseriptions included in the sale or lease price of a
vehicle: activated radios in daily rental fleet vehicles: certain subseribers to our Intemmet services; and certain subscnibers to our Backseat TV,
data, traffic, and weather services,
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Our primary source of revenue 1s subseription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscnptions on each
platform. We also denve revenue from activation and other subscription-related fees, the sale of advertising on seleet non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV, data, traffic,
and weather services.

In certain cases, automakers include a subsenption to our radio serviees in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subseriptions varies, but is tvpically three to twelve months. In many cases, we receive subscription
pavyments from automakers in advance of the activation of our service. We also reimburse vanous automakers for certain cosis associated with
satellite radios installed in their vehicles,

We also have an equity interest in the satellite radio services offered in Canada. Subscribers to the Sirus XM Canada service are not
neluded m our subsenber count. In June 2011, Canadian Satellite Radio Holdings Ine. ("CSR™), the parent company of XM Canada, and Sirnus
Canada completed a transaction o combine their operations (the "Canada Merger").

Results of Operations

Set forth below are our results of operations for the three months ended March 31, 2012 compared with the three months ended
March 31, 2011 .

Unaudited
For the Three Months
Ended March 31, 20112 vs 2011 Change
2012 2011 Amount %a
Revenue:
Subscriber revenue b 700242 % 622437 % 77,805 13 %
Advertising revenue, net of ageney fees 18,670 16,558 2112 13 %
Equipment revenue 16,953 15,867 1.086 7%
Other revenue GR 857 68,977 (1201 — %%
Total revenue 804,722 723,839 80,883 11 %
Operating expenses:
Cost ol services:
Revenue share and rovalties 132,111 106,929 25,182 24 %
Programming and contenl 70,005 72.959 (2,864) 4%
Customer service and billing 66,187 63,836 351 1 %
Satellite and transmission 18110 18,560 (4507 (2%
Cost of equipment 5,806 6,405 (599 (9%
Subscriber acquisition costs 116,121 105,270 10,851 10 %
Sales and marketing 38,301 47819 10,542 22%
Engimeering, design and development 12,690 11,135 1,555 14 %%
Gieneral and administrative 59,836 36,354 3,532 6%
Depreciation and amoriization 66,117 68 400 (2,283) (3 1%
Total operating expenses 605,484 359,667 45817 8%
Income from operations 199,238 164,172 35,066 21 %
Onther income (expense):
Interest expense, net of amounts capitalized (76,971) (78.218) 1.247 2%
Loss on extinguishment of debt and eredit facilities, net (9.971) (5,994) (3,977 (661
Interest and investment loss (1.142) (1.884) 742 39 %
Other (loss) income (578) 1.617 (2.195) (136)%
Total other expense (88.662) (84479 (4,183) (5%
Income before mcome laxes 110,576 79693 30,883 39 %4
Income tax expense (2,802) (1,572) (1,230} (78)%

Met income 5 107,774 % 78121 % 29,633 3R 0




Total Revenue
Subseriber Revemee meludes subsenption, activation and other lees.
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- For the three months ended March 31, 2012 and 2011, subseriber revenue was $700,242 and $622,437 | respectively, an
mnerease ol 13% | or $77 805 . The increase was primarily attributable to a 9% inerease in daily weighted average subscribers,
the increase in certain of our subscription rates beginning in January 2012, and an increase in sales of premium services,
mcluding Premier packages, data services and streaming. The increase was partially offset by the impact of subseription
discounts offered through customer acquisition and retention programs.

The future growth of subscriber revenue will be dependent upon the growth of our subseriber base, promotions, rebates offered to
subseribers and corresponding take-rates, plan mix, subscription prices and identification of additional revenue streams from subscribers.

Advertising Revemie meludes the sale of advertising on our non-music channels, net of ageney fees. Agency lees are based on a
contraciual percentage of the gross advertising billing revenue.

. For the three months ended March 31, 20012 and 2011 | advertising revenue was SI8 670 and $16,558 | respectively, an
increase of 13% , or $2,112 . The increase was primarily due 1o inereases in the number of advertising spots sold as well as
the rate charged per spot.

Our advertising revenue is subject 1o fluctuation based on the effectiveness of our sales efforts and the national cconomie
environment. We expect advertising revenue o grow as advertisers are atiracled by the increase in our subscriber base,

Eguipment Revenue includes revenue and rovalties from the sale of satellite radios, components and accessories,

. For the three months ended March 31, 2012 and 2011 | equpment revenue was 816,953 and 815,867 respectively, an
increase ol 7% | or $1,086 . The inerease was driven by rovalties from higher OEM produection.

We expect equipment revenue to fluctuate based on OEM production for which we receive royalty payments for our technology and,
(o a lesser extent, on the volume and mix of equipment sales in our direct o consumer business,

Other Revenue includes amounts earned from subscribers for the U.S. Music Royalty Fee, revenue from our Canadian affiliate and
ancillary revenues,

» For the three months ended March 31, 2012 and 2011 | other revenue was $68 857 and $68,977 | respectively, a decrease of
$120 . The decrease was primarily due 1o the December 2010 reduction in the U.S. Music Rovalty Fee rate from 15.3% to
10.8%, partially offset by increased rovalty revenue from Sirius XM Canada, an increase in subscribers and the increase in
certain subscription rates.

Other revenue is dependent upon the amount of the U5, Music Rovalty Fee and the royalty from our Canadian affiliate. Other revenue
will fluctuate as our subseriber base changes, as additional subscribers cycle to the lower rate of the U.S. Music Rovalty Fee, as the increase in
certain subseription rates eyele through 1o subscriptions, and based on the performance of our Canadian affiliate.

Operating Expenses

Revenuwe Share and Rovaliies include distribution and content provider revenue share, advertising revenue share, residuals and
broadcast and web streaming rovalties. Residuals are monthly fees pard based upon the number of subscribers using satellite radios purchased
from retailers. Advertising revenue share i1s recognized in revenue share and rovalties in the period in which the advertising is broadeast.

. For the three months ended March 31, 2012 and 2011, revenue share and royalties were $132,111 and $106,929 ,
respectively, an inerease of 24% , or $25,182 and increased as a percentage of total revenue. The increase was primarily
atiributable to an increase in our revenues subject to rovalty andfor revenue sharing arrangementis and a 7% increase in the
statutory rovalty rate for the performance of sound recordings, partially offsct by a $4,913 increase in the benefit to camings
from the amortization of deferred eredits on executory contracts initially recognized in purchase price accounting associated
with the Merger.
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We expect our revenue share and royalty costs to inerease as our revenues grow. Under the terms of the Copyright Rovalty Board's
decision, we paid royalties of 8.0% and 7.53% of gross revenues, subjeet to certain exclusions, for the three months ended March 31, 2012 and
2011, respectively. The deferred credits on executory contracts mitially recognized in purchase price accounting associated with the Merger are
expected to provide mereasing benelits to revenue share and rovalties through the expiration of the acquired executory contracts in 2013,

Programming and Content includes costs (o acquire, create, promole and produce content. We have entered into various agreements
with third parties for music and non-music programming that require us to pay license fees, purchase advertising on media properties owned or
controlled by the licensor, which is allocated to sales and marketing, and pay other puaranteed amounts,

. For the three months ended March 31, 2012 and 2011, programming and content expenses were $70,095 and $72 959 ,
respectively, a decrease of 4% , or $2,864 | and decreased as a percentage of total revenue. The decrease was pnmanly due to
savings in content agreements, partially offset by increases in personnel costs and a $1,122 reduction in the benefit to
earnings from purchase price accounting adjustments associated with the Merger attnibutable to the amortization of the
deferred credit on acquired programming executory contracts.

Excluding the impact from purchase accounting adjusiments, based on our current programming offerings, we expect our
programming and content expenses to decrease as agreements expire and are renewed or replaced on more cost effective terms. The impact of
purchase price accounting adjustments associated with the Merger attnibutable 1o the amortization of the deferred eredit on acquired
programming executory contracts will continue to decline, in absolute amount and as a percentage of reported programming and content costs,
through 2015. Substantially all of the deferred credits on executory contracts will be amortized by the end of 2013

Customer Service and Billing includes costs associated with the operation and management of third party customer service centers,
and our subscriber management systems as well as billing and collection costs, transaction fees and bad debt expense.

. For the three months ended March 31, 2002 and 2011, customer service and hilling expenses were $66,187 and $65.836 |
respectively, an merease of 1% , or $351 | but decreased as a percentage of total revenue. The mcrease was primanily due to
higher call volume due to the inereases in total subseribers, billing and collection costs and personnel cosis, partially offset by
lower bad debi expense.

We expect our customer service and billing expenses 1o increase as our subscriber base grows.

Satellite and Transmission consists of costs associated with the operation and maintenance of our satellites; satellite telemetry,
tracking and control systems; terrestrial repeater networks; satellite uplink facilities; broadeast studios; and delivery of our internet streaming
SErvice,

. For the three months ended March 31, 2012 and 2011, satellite and transmission expenses were $18,110 and $18,560
respectively, a decrease of 2% , or 3450 | and decreased as a percentage of total revenue, The decrease was pnimarily due to a
reduction in in-orbit satellite msurance expense, partially offset by increased repeater network costs.

We expect overall satellite and transmission expenses (o increase as we add enhanced internet-based leatures and functionality, while
costs associated with our in-orhit satellite fleet remain relatively at,

Cost of Equipment includes costs from the sale of satellite radios, components and accessories and provisions for inventory allowance
attributable to products purchased for resale i our direct to consumer distribution channels.

. For the three months ended March 31, 2012 and 2011, cost of equipment was £5,806 and $6,405 | respectively, a decrease of
9% , or $599 , and remained flat as a percentage of total revenue but decreased as a pereentage of equipment revenue. The
decrease was primarily due to lower direel 1o consumer sales.

We expect cost of equipment to vary with changes in sales, supply chain management and inventory valuations.

Subscriber Acguisition Costs include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
pard to automakers who include a satellite radio and subseniption to our serviee n the sale or lease price of
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anew vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios; device rovalties for certain radios and
chip sets; commuissions paid to retailers and automakers as incentives to purchase, install and activate satellite radios; product warranty
obligations; freight; and provisions for inventory allowances attributable to inventory consumed in our OEM and retail distribution channels.
The majonty of subscriber acquisition costs are ineurred and expensed in advance of, or concurrent with, acquiring a subsenber. Subscniber
aequisition costs do not include advertising, lovalty payments to distributors and dealers of satellite radios and revenue share payments to
automakers and retailers of satellite radios.

. For the three months ended March 31, 2012 and 2011, subscriber acquisition costs were $116,121 and $105,270 ,
respectively, an increase of 10% | or $10.851 | and decreased as a percentage of total revenue, The inerease was primarily a
result of the 3% increase in gross subscriber additions and subsidies related to increased OEM installations occurring in
advance of acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and a $2,429 increase in the
benefit to earnings {rom the amortization of the deferred eredit for acquired executory contracts recognized in purchase price
accounting associated with the Merger.

We expect total subscriber acquisition costs 1o fluctuate with inereases or decreases in OEM installations and changes in our gross
subseriber additions. Changes in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition costs, The impact of purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit for acquired executory contracts will vary, in absolute amount and as a percentage of reported subscriber acquisition costs,
through the expiration of the acquired contracts in 2013, We intend to continue to offer subsidies, commissions and other incentives to acquire
subseribers,

Sales and Markering includes costs for advertising, media and production, including promotional events and sponsorships; cooperative
marketing; customer retention and personnel, Cooperative marketing costs include fixed and vanable payments to reimmburse retalers and
automakers tor the cost of advertising and other product awareness activities performed on our behalf’

. For the three months ended March 31, 20012 and 2011, sales and marketing expenses were $58 361 and $47 819 |
respectively, an inerease of 22% , or $10,542 | and increased as a percentage of wial revenue. The increase was primarily due
to additional subseriber communications and retention programs associated with a greater number of subscribers and
promotional trials, and higher OEM cooperative marketing.

Sales and marketing expenses will Muctuate on a quarterly basis as we launch seasonal advertising and promotional initiatives to attract
new subseribers, and launch and expand programs to retain our existing subscribers and win-back former subseribers. The impaet of purchase
price accounting adjusiments associated with the Merger attributable to the amontization of the deferred eredit on acquired sales and marketing
contracts will continue to decline. in absolute amount and as a percentage of reported sales and marketing costs, through 2013

Engineering, Design and Development includes costs 1o develop chip sets and new products, research and development for broadeast
information systems and costs associated with the incorporation of our radios into vehicles manufactured by automakers.

. For the three months ended March 31, 2012 and 2011, engineering, design and development expenses were $12,690 and
$11,135 , respectively, an increase of 14% or $1,5355 | and remained flat as a percentage of total revenue, The increase was
due to higher produet development costs and eosts related to enhanced subscriber features and functionality as well as higher
personnel costs,

We expect engineering, design and development expenses to increase in future periods as we develop our next generation chip sets and
products.

Creneral and Administrative includes executive management, rent and oceupancy, linance, legal, human resources, information
technology, insurance and investor relations costs,

’ For the three months ended March 31, 2012 and 2011, general and administrative expense was $59 886 and $56,354
respeetively, an inerease of 6% or $3,532 | and remained flat as a percentage of total revenue, The inerease was primarily due
to higher facility and legal costs, partially offset by lower litigation settlement charges.

We expect our general and administrative expenses lo increase in [uture periods primarily as a result of enhanced
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nformation technology and personnel costs to support the growth of our business.

Depreciation and Amortization represents the systematic recognition in earnings of the acquisition cost of assets used in operations,
mcluding our satellite constellations, property, equipment and intangible assets, over their estimated service lives.

. For the three months ended March 31, 2012 and 2011, depreciation and amonization expense was $66,117 and $68 400
respectively, a decrease of 3% or $2,283 | and decreased as a percentage of total revenue. The decrease was pnmarily due to
a reduction in the amortization of subseriber relationships and depreciation recognized on assets placed in-service as certain
assets reach the end of their estimated service lives,

We expect depreciation expenses to increase i future periods as we complete construction and launch our FM-6 satellite, which will
be partially offset by reduced amortization associated with the stepped-up basis in assets acquired in the Merger (including intangible assets,
satellites, property and equipment) through the end of their estimated service lives, principally through 2017,

(ther Income (Expense)

Interest Expense, Net of Amounts Capitalized, includes interest on outstanding debt, reduced by nterest capitalized in connection
with the construction of our satellites and related launch vehicles.

. For the three months ended March 31, 2012 and 2011, interest expense was $76,971 and $78 218 | respectively, a decrease of
2% or $1,247 . The deerease was primarily due to higher capitalized interest related to the construction of a satellite and
related launch vehicle and by the mix of outstanding debi with lower interest rates.

Following the launch of our FM-6 satellite, the capitalization of interest expense related to the construction of our satellites and related
launch vehicles will be eliminated, until we begin replacing satellites in our fleet. As a resull, we expect interest expense to increase, offset
partially as our outstanding debt declines due to retirements at matunity, redemptions and repurchases.

Loss on Extingwishment of Debi and Credit Facilities, Net, includes losses incurred as a result of the conversion and retirement of
certain debt,

. For the three months ended March 31, 2012 and 2011, loss on extinguishment of debt and credit facilities, net was $9,971
and $5,994 | respectively, an increase of 66% or $3,977 . During the three months ended March 31, 2012, 2 $9,971 loss was
recorded on the partial repayvment of our 13% Senior Notes due 2013 and our 9.73% Senior Secured Notes due 2015, During
the three months ended March 31, 2011, a £5.994 loss was incurred on the repavment of our 11.25% Senior Secured Notes
due 2013 and the partial repavment of our 3.25% Convertible Notes due 2011,

Interest and Investment Loss includes realized gains and losses, dividends, interest income, our share of Sirius Canada’s and XM
Canada’s pre-merger net losses, and our share of the income (loss) of Sinus XM Canada.

. For the three months ended March 31, 2012 and 2011, interest and investment loss was $1, 142 and $1.884 | respectively, a
decrease of 39% or $742 . The decrease was pnimarily attributable to a lower loss on our share of Sirius XM Canada’s net
loss in the first quarter of 2012 compared 1o losses at XM Canada and Sirus Canada during the same period in 2011,

Income Taxes

Income Tax Expense primarily represents the change in our deferred tax liability related to the difference in accounting for our FCC
licenses, which are amortized over 15 years for tax purposes but not amortized for book purposes in accordance with GAAP, foreign
withholding taxes on rovally income and the effect of changes in certain state laws related 1o the utilization of net operating losses ("NOLs"),

. For the three months ended March 31, 20012 and 2011, income tax expense was 52,802 and $£1,572 | respectively, an increase
of 78% . or $1,230 . The increase was primarily due 10 an increase in the applicable state effective tax rates and the effect of
changes in certain state laws related to the utilization of NOLs.
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In assessing the recoverability of our deferred tax assets, management regularly considers whether a portion or all of the deferred tax
assels will not be realized based on the recognition threshold and measurement of tax positions. The ultimate realization of deferred tax assets
15 dependent upon the generation of sufficient projected taxable income within the carrvforward peniods. Management considers the scheduled
reversal of deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management's
evaluation of the realizability of deferred 1ax assets weighs both positive and negative evidence. The weight given to the potential effects of
positive and negative evidence is based on the extent 1o which it can be objectively verified. Our conclusion with regard to maintaining or
releasing the valuation allowance gives consideration to a variety of factors including but not limited to: (a) a three-year cumulative pre-tax
meome, (b) the extent of current period taxable income and an expectation of sufficient and sustainable future taxable income, and () our
ability to utilize net operating losses within the carryforward period. After weighing this evidence, management concludes whether it is more
likely than not that our deferred tax assets will be realized.

We maintained a deferred tax valuation allowance against our deferred 1ax assets as of March 31, 2012, In 2010, we had our first vear of
pre-tax earnings for financial reporting purposes, but continued to generate taxable losses for tax reporting purposes. For the vear ended
December 31, 201 1, we continued to report positive earnings and generated taxable meome for the first time sinee our inception. For the
quarter ended March 31, 2012, this positive trend continued. However, based on the objective and verifiable negative evidence, such as
cumulative losses in recent vears, we have concluded as of March 31, 2012 to retain the valuation allowance.

As pan of our continuing assessment of the recoverability of our deferred tax assets, we consider the impact of future forecasted taxable
income. Depending on our continued positive performance in the second quarter of 2012, together with the emergence from cumulative losses
in recent years, as well as projections of sufficient and sustainable taxable mcome, we may recognize the benefits of all or a sigmficant portion
of our net deferred tax assets in the second quanier of 2012 through a reduction of the valuation allowanee. This would result in an income 1ax
benefit that would materially and favorably affect net income and stockholders' equity in the period of the reduction. As of December 31, 2011,
we had approximately $3,400 million of valuation allowances established against the deferred tax assets.

Subscriber Data

The following table contains subseriber data for the three months ended March 31, 2012 and 2011, respectively:

Unaudited
For the Three Months Ended March 31,
2012 2011
Beginning subscribers 21,892,824 20,190,964
Gross subseriber additions 2,161,693 2,052,367
Deaetivated subscnibers (1,757,087 (1,679,303}
Net additions 404,596 373,064
Ending subscribers 22297420 20,564 028
Self-pay 18,208,090 16,807 643
Pmd promotional 4,089.330 3,756,385
Ending subseribers 22,297,420 20,564,028
Self-pay 299,348 120,844
Paid promotional 105 248 252,220
Met addinons 404,596 373.004
Daily weighted average number of subscribers 21,990,863 20,233,144
Average self-pay monthly chumn 1.9% 2.0%
MNew vehicle consumer conversion rate 45% 45%

Note: See pages 36 through 41 for glossary,
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Swhscribers. Al March 31, 2012, we had 22,297 420 subscribers, an increase of 1,733,392 subscribers, or 8% |, from the 20,564,028
subseribers as of March 31, 2011 .

. For the three months ended March 31, 2012 and 2011, net additions were 404,59 and 373,064 | respectively, an increase of
8%, or 31,532 . The improvement was due to the 5% ncrease in gross subscriber additions, primarily resulting from higher
new vehiele shipments and light vehicle sales, as well as an inerease in conversions from unpaid promotional trials and
returning subscriber activations inclusive of previously owned vehicles. This increase in gross additions was partially offset
by the 5% increase in deactivations. The increase in deactivations was primarily due to paid promotional tnal deactivations
stemming from the growth of paid trals, along with growth in our subscriber base, partially offsct by a decline in the self-pay
chum rate.

Average Self-pay Monthly Churn s derived by dividing the monthly average of sell-pay deactivations for the quarter by the average
self~pay subscriber balance for the quarter. (See accompanying glossary on pages 36 through 41 for more details.)

. For the three months ended March 31, 2012 and 2011, our average self-pay monthly churmn rate was 1.9% and 2.0% |
respectivelv. The decrease in the chum rate was driven by a reduction in nen-pay cancellation rates, as well as a favorable
shift in the subseriber mix towards automotive vehicles, which chum at lower rates in comparison to aftermarket subscribers.

New Vehicle Consumer Comversion Rate is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an mitial promotional period. The metric excludes rental and feet vehieles, (See accompanying glossary
on pages 36 through 41 for more details).

. For the three months ended March 31, 20012 and 201 1, the new vehicle consumer conversion rate was 45% .

Adjusted Results of Operations

In this section, we present certain [inancial performance measures that are not caleulated and presented in accordance with generally
accepted accounting principles in the United States of America (“"Non-GAAP™). These Non-GAAP financial measures include: average
monthly revenue per subscriber, or ARPU. subseriber acquisition cost, or SAC, per gross subscriber addition; free cash flow; and adjusted
EBITDA. These measures exclude the impact of certain purchase price accounting adjustments. We use these Non-GAAP financial measures
to manage our business, set operational goals and as a basis for determiming performance-based compensation for our emplovees,

The purchase price accounting adjusiments include the elimination of the eamings benefit of deferred revenue associated with our
mvestment i Sirus XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
carnings benefil of deferred credits on executory contracts, which are primarily atiributable to third party arrangements with an OEM and
certain programming providers.

Our adjusted EBITDA also reallocates share-based payment expense from funetional operating expense line items 1o a separate line
within operating expenses, We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in expense that can result from changes in the fair value as determined by the Black-Scholes-Merton model which varies
based on assumptions used for the expected hife, expected stock price volatility and risk-free interest rates; the effect of which is unrelated 1o
the operational conditions that give rise to variations in the components of our operating costs.

Free cash flow 15 a metrie that our management and Board of Directors use to evaluate the cash generated by our operations, net of
capital expenditures and other investment activity. In a capital intensive business. with sigmficant historical and current investments in
satellites, we look at our operating cash low, net of these investing cash outllows, to determine cash available for future subscriber acquisition
and capital expenditures, o repurchase or retire debt, o acquire other companies and to evaluate our ability to return capital to stockholders.
We believe free cash flow is an indicator of the long-term financial stability of our business. Free cash flow, which is reconciled to *Net cash
provided by (used in) operating activities™, is a non-GAAP financial measure, This measure can be calculated by deducting amounts under the
captions " Additions 1o property and equipment” and dedueting or adding “Restricted and other investment activity” from "Net cash provided by
(used in) operating activities” from the consolidated statements of cash flows. Free cash flow should be used in conjunction with other GAAP
financial performance measures and may not be comparable to free cash flow measures presented by other companies. Free
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cash flow should be viewed as a supplemental measure rather than an altemative measure of cash flows from operating activities, as determined
in accordance with GAAP. Free cash flow is limited and does not represent remaining cash flows available for discretionary expenditures due
to the fact that the measure does not deduet the payments required for debt maturities. We believe free cash flow provides useful supplemental
mformation to mvestors regarding our current and projected cash low, along with other GAAP measures (such as cash flows from operating
and investing activities), to determine our financial condition, and to compare our operating performance to other communications,
entertainment and media companies.

We believe these Non-GAAP financial measures provide useful mformation to investors regarding our financial condition and results of
operations. We believe investors find these Non-GAAP financial performance measures uselul in evaluating our core trends because it provides
a direct view of our underlying contractual costs. We believe investors use our current and projected adjusted EBITDA to estimate our current
or prospective enterprise value and to make investment decisions. By providing these Non-GAAP financial measures, together with the
reconciliations to the most directly comparable GAAP measure, we believe we are enhancing investors' understanding of our business and our
results of operations.

These Non-GAAP Ninancial measures should be viewed in addition to, and not as an alternative for or superior o, our reported resulis
prepared in accordance with GAAP. Please refer to the glossary (pages 36 through 41 ) for a further discussion of such Non-GAAP financial
measures and reconciliations to the most directly comparable GAAP measure,

The following table contains our key operating metrics based on our unaudited adjusied results of operations for the three months
ended Mareh 31, 2012 and 2011, respectively:

Unaudited Adjusted
For the Three Months Ended

fin thowsands, eveept for per subserihar amolnts) March 31,

2012 2011
ARPU 5 177 5 11.52
SAC, per gross subseriber addition b 60 $ 57
Customer service and billing expenses, per average subscriber b 1O & 1.08
Free cash flow $ 14761 % (16,874)
Adjusted EBITDA b} 208,162 % 181,359

Mote: See pages 36 through 41 for glossary,

ARPU s derived from total carned subseriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accountimg adjusiments, divided by the number of months i the period, divided by the daily weighted average number of subscribers for
the period. (See accompanying glossary on pages 36 through 41 for more details.)

. For the three months ended March 31, 2012 and 2011, ARPU was $11.77 and $11.52 | respectively. The increase was driven
primarily by the increase in certain of our subscription rates beginning i January 2012, an increase in sales of premium
services, including Premier packages, data services and streaming, partially offset by an increase in subscriber retention
programs and in the number of subseribers on promotional plans and a decrease in the revenue from the U.S. Music Rovalty
Fee due to the December 2010 reduction i the rate from 13.3% to 10.8%,

SAC, Per Ciross Subscriber Addition 15 derived from subscriber acquisition costs and margins from the sale of radios, components and
accessories, excluding share-based payment expense and purchase price accounting adjustments, divided by the number of gross subscriber
additions for the period. (See accompanying glossary on pages 36 through 41 for more details.)

. For the three months ended March 31, 2012 and 2011, SAC, per gross subscnber addition was $60 and $37 | respectively.
The increase was primarily due to higher subsidies related o increased OEM installations oceurning 1n advanee of acquiring
the subscriber. partially offset by improved OEM subsidy rates per vehicle compared to the three months ended March 31,
2011.

Customer Service and Billing Expenses, Per Average Subscriber, 15 derived [rom total customer service and billing expenses, excluding
share-based pavment expense and purchase price accounting adjustments, divided by the number of months in the penod, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary
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on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011, customer service and billing expenses, per average subseriber, were
$1.00 and $1.08 , respectively, The decrease was pnimanly due to the 9% increase in daily weighted average number of
subscribers for the three months ended March 31, 2012 compared to the same period in 2011, while customer service and
billing expenses increased only 1% over the three months ended March 31, 2011,

Free Cash Flow includes the net cash provided by operations, additions to property and equipment, merger related costs and resineted
and other investment aclivity. (See accompanyving glossary on pages 36 through 41 for more details )

For the three months ended March 31, 2002 and 2011, free cash flow was $14,761 and $(16,874) | respectively, an increase
of $31.635 . Net cash provided by operating activities increased $21,83Y9 1o $39 948 for the three months ended March 31,
2012 compared to the $18,109 | provided by operations for the three months ended March 31, 201 1. Capital expenditures for
property and equipment For the three months ended March 31, 2012 decreased $9,796 to $25,187 compared to 834,983 | for
the three months ended March 31, 2011, The increase in net cash provided by operating activities was primarily the result of
improved operating performance driving higher adjusted EBITDA and higher collections from subscribers and distributors,
The decrease in capital expenditures was primarily the resull of lower satellite and related launch vehicle construction costs,

Adjusted EBITDA. EBITDA 1s defined as net income (loss) before interest and investment loss, mterest expense, net of amounts
capitalized; income tax expense and depreciation and amortization. Adjusted EBITDA removes the impact of other income and expense, losses
on extinguishment of debt as well as certain other charges, such as goodwill impairment; restructuring, impairments and related costs; certain
purchase price accounting adjustments and share-based pavment expense. (See the accompanying glossary on pages 36 through 41 for more

detals);

. For the three months ended March 31, 2012 and 2011, adjusted EBITDA was £208,162 and $181,359 | respectively, an
merease of 13%, or 526,803, The merease was primarily due to an increase of 11% , or $79,041, in adjusted revenues,
partially offset by an increase ol 10%, or $32,238, in expenses included in adjusted EBITDA. The increase in adjusted

revenues was primarily due to the increase in our subscriber base. The increase in expenses was primarily dnven by higher
revenue share and rovaltics expenses associated with growth in revenues, higher subsenber acquisition costs related to the
3% increase in gross additions, and higher sales and marketing costs related 1o subseriber communications and cooperative

marketing, partially offset by lower programming and content costs.
Liquidity and Capital Resources

Cash Flows for the Three Months Ended March 31, 2012 Compared with the Three Months Ended March 31, 2011

Asof March 31, 2012 and December 31, 2011 , we had $746,576 and $773,990 | respectively, of cash and cash equivalents. The

following table presents a summary of our cash flow activity for the periods set Torth below:

For the Three Months

Ended March 31,
22 2 22 vs 2001
Met cash provided by operating activities b 39948 % 18,109 % 21,839
Net cash used in investing activities (25,187) (34,983) 9,796
Net cash used in financing activities (42,175) (136,122) 93,947
MNet decrease in cash and cash equivalents (27.414) (152,996) 125,582
Cash and cash equivalents al beginning of period 773,990 586,691 187,299
b 746,576 % 433695 % 312,881

Cash and cash equivalents af end of period

Cash Flows Provided by Operating Activities

Cash provided by operating activities increased by $21,839 1o $39.948 for the three months ended March 31, 2012 from cash provided
by operating activities of $18,109 for the three months ended March 31, 2011 . The primary driver of our operating cash flow growth has been

improvements in profitability.
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= Our pet income was $107,774 and $78,121 for the three months ended March 31, 2012 and 2011, respectively. Our inerease in
net income was primarily driven by an inerease in our subseriber revenues of $77 8035 | or 13% | for the three months ended
March 31, 2012 | atinbutable to a 9% increase in daily weighted average subscribers, the increase in certain of our subscription
rates beginning in January 2012, an increase n sales of premium services, including Premier packages, data services and
streaming. Our growth in revenue was partially offset by an inerease in our operating expenses of $45.817 | or 8% | The increase
in operating expenses was primarily driven by higher revenue share and royalties expenses associated with growth in revenues,
higher subseriber acquisition costs related to the 3% increase in gross additions, and higher sales and marketing costs related to
subscriber communications and cooperative marketing.

= Net non-cash adjustments to net mcome were $35,238 and $42,736 for the three months ended March 31, 2012 and 2011,
respectively. Significant components of non-cash expenses, and their impaet on cash flows from operating activities, include the

following:
For the Three Months
Ended March 31,
2012 2011
Depreciation and amortization b 066,117 b 68.400
Loss on extinguishment of debt and credit facilities, net 92,971 5.994
Share-based payment expense 14,951 12,856
Other non-cash purchase price adjustments (73.956) (66,743)

Depreciation and amortization expense 1s expected o increase in future periods as we recognize depreciation expense upon the
completion and launch of our FM-6 satellite.

Loss on extinguishment of debt and credit facilities, net, includes losses incurred as a resull of retirement of certain debl instruments,
Future charges related to the retirement of debl are dependent upon many factors, including the conversion price of debt or our ability 1o
refinance or retire specific debt instruments.

Share-based pavment expense 1s expected to increase in future periods as we grant equity awards to our emplovees and directors.
Compensation expense for share-based awards 15 recorded in the financial statements based on the fair value of the underlying equity awards.

Other non-cash purchase price adjustments include liabilities recorded as a result of the Merger related 1o executory contracts with an
OFEM and certain programming providers, as well as amortization resulting from changes in the value of deferred revenue as a result of the
Merger.

Changes in operating assets and liabilities reduced operating cash flows for the three months ended March 31, 2012 and 2011 by
$103.064 and $102.748 | respectively. As we continue 1o grow our subseriber and revenue base, we expect that deferred revenue and amounts
due from customers and distributors will continue (o increase, Amounts payable to vendors are also expecied to increase as our business grows.,
The timing of payments to vendors and related parties are based on both contractual commitments and the terms and conditions of our vendors.

Cash Flows Used in Investing Activities

Cash used for investing activities consists primarily of capital expenditures for property and equipment. We will continue to incur
significant costs o improve our terrestrial repeater network and broadeast and administrative infrastructure. In addition, we will continue to
meur capital expenditures associated with our FM-6 satellite. After the launch of our FM-6 satellite, we anticipate no significant satellite capatal

expenditures for several years until it becomes necessary to replace satellites in our fleet,

*  The decrease in cash used for investing activities was primarily due to lower satellite and related launch vehicle construction costs related
to our FM-6 satellite.

Cash Flows Provided by (Used in) Financing Activities

Cash flows provided by {(used in) financing activities have generally been the result of the 1ssuance and repayment of long-term debt
and related party debt and cash proceeds from exercise of stock options. Proceeds from long-term debt, related
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party debt and equity issuances have been used to fund our operations, construct and launch new satellites and invest in other infrastructure
improvements.

*  The decrease in cash flows used in financing activities was primarily due to the the exercise of stock options in 2012 and the 2011,
repavment of the remaining balance of our 11.25% Senior Secured Notes due 2013 and the partial repavment of our 3.25% Convertible
Motes due 201 1, partially offset by the partial repayment of our 13% Senior Notes due 2013 and our 9.75% Senior Sceured Notes due
2015 during the three months ended March 31, 2012 .

Financings and Capital Requirements

We have historically financed our operations through the sale of debt and equity securities. The Certificate of Designations for our
Sertes B-1 Preferred Stock provides that, so long as Liberty Media beneficially owns at least half of its imitial equity investment, Liberty
Media’s consent 1s required for certain actions, including the grant or issuance of our equity securities and the incurrence ol debt (other than, in
general, debt imewrred to refinance existing debt) in amounts greater than $10,000 in any calendar vear.

Future Liquidity and Capital Resource Requirements

We have entered into various agreements o design, consiruet, and launch our satellites in the normal course of business. As disclosed
in Note 16 to our unaudited consolidated financial statements, as of March 31, 2012 , we expect to incur satellite and transmission related
expenditures of approximately $5,624 and $57,257 in 2012 and 2013, respectively, the majority of which is atiributable to the construction and
launch of our FM-6 satellite and related launch vehicle in 2013 and an additional $48.758 thereafler.

Based upon our current business plans, we believe that we have sufficient cash, cash equivalents and marketable secunties to cover
our estimated short-term and long-term funding needs. We expect to fund operating expenses, capital expenditures, working capital
requirements, interest payments, taxes and scheduled maturities of our debt with existing cash and cash flow from operations, and we believe
that we will be able to generate sufficient revenues to meet our cash requirements,

Our ability to meet our debt and other obligations depends on our future operating performance and on economic, financial,
competitive and other factors. We continually review our operations for opportunities to adjust the timing of expenditures to ensure that
sufTicient resources are maintained.

We regularly evaluate our business plans and strategy, These evaluations often result in changes to our business plans and strategy,
some of which may be material and significantly change our cash requirements, These changes in our business plans or strategy may include:
the acquisition of unique or compelling programming; the introduction of new features or services: significant new or enhanced distribution
arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum; and scquisitions, including acquisitions that are
not directly related to our satellite radio business. In addition, our operations are affected by the FCC order approving the Merger, which
imposed certain conditions upon, among other things, our program offerings.

Debt Covenants

The indentures governing our debt include restrictive covenants. As of March 31, 2012 | we were in compliance with our debt
covenants, For a discussion of our “Debt Covenants”, refer o Note 13 o our unandited consolidated lnaneial statements in [tem | of this
Carterly Report on Form 10-0).
Off-Balance Sheet Arrangements

We do not have any sigmificant off-balance sheet arrangements other than those disclosed i Note 16 to our unaudited consolidated
financial statements i ltem | of this Quarterly Report on Form 10-Q) that are reasonably likely 1o have a material effeet on our finaneial
condition, results of operations. liquidity, capital expenditures or capital resources.
Contractual Caslh Commitments

For a discussion of our “Contractual Cash Commitments,” refer to Note 16 o our unandited consolidated financial statements in

ltem | of this Quarterly Report on Form 10-Q
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Related Party Transactions
For a discussion of “Related Party Transactions,” refer to Note 11 to our unaudited consolidated financial statements in ltem | of this

Quarterly Report on Form 10-0Q).
Critical Accounting Policies and Estimates

For a discussion of our “Critical Accounting Policies and Estimates,” refer to “Management’s Discussion and Analysis of Financial
Condition and Results of Operations™ in our Annual Report on Form 10-K for the year ended December 31, 2011 and Mote 2 1o our unaudited
consolidated financial statements in Item 1 of this Quarterly Report on Form 10-Q. There have been no material changes to our critical

accounting policies and estimates since December 31, 2011 .
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Adjusted EBITDA - EBITDA 15 defined as net income before interest and investment loss: interest expense, net of amounis capitalized:
meome tax expense and depreciation and amortization. We adjust EBITDA to remove the impaet of other income and expense, loss on
extinguishment of debt as well as certain other charges discussed below. This measure 1s one of the primary Non-GAAP financial
measures on which we (i) evaluate the performance of our businesses, (ii) base our internal budgets and (iii) compensate management.
Adjusted EBITDA 15 a Non-GAAP financial performance measure that excludes (if applicable): (1) certain adjustments as a result of the
purchase price accounting for the Merger, (1) goodwill impairment, (1) restructuring, impairments, and related costs, (1v) depreciation
and amortization and (v) share-based payment expense. The purchase price accounting adjustments include: (1) the elimination of deferred
revenue associated with the investment in XM Canada, (1) recognition of deferred subscriber revenues not recognized in purchase price
accounting, and (1i1) elimination of the beneft of deferred credits on executory contracts, which are primarily attributable to third party
arrangements with an OEM and programming providers. We believe adjusted EBITDA is a useful measure of the underlying trend of our
operating performance, which provides useful information about our business apart from the costs associated with our physical plant,
capital structure and purchase price accounting. We believe mvestors find this Non-GAAP financial measure useful when analyzing our
resulits and comparing our operating performance o the performance of other communications, entertainment and media companies. We
believe investors use current and projected adjusted EBITDA to estimate our current and prospective enterprise value and to make
mvestment decisions. Beeause we Tund and butld-out our satellite radio system through the periodic raising and expenditure of large
amounts of capital, our results of operations reflect significant charges for depreciation expense. The exclusion of depreciation and
amortization expense is useful given significant variation in depreciation and amortization expense that can result from the potential
variations in estimated useful lives, all of which can vary widely across different industrics or among companics within the same industry,
We believe the exclusion ol restructuring, impairments and related costs is uselul given the nature of these expenses. We also believe the
exclusion of share-based payment expense is useful given the significant variation in expense that can resull from changes in the fair value
as determined using the Black-Scholes-Merton model which vanies based on assumptions used for the expected life, expected stock price
volatility and risk-free interest rates.

Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statements of comprehensive income of
cerlain expenses, including share-based payment expense and certain purchase price accounting for the Merger. We endeavor 1o
compensate for the limitations of the Non-GAAP measure presented by also providing the comparable GAATP measure with equal or
greater prominence and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure.
Investors that wish o compare and evaluate our operating resulis after giving effect for these costs, should refer to net income as
disclosed in our consolidated statements of comprehensive income. Since adjusted EBITDA 15 a Non-GAAP financial performance
measure, our calculation of adjusted EBITDA may be susceptible to varying calculations; may not be comparable to other similarly titled
measures of other companies; and should not be considered in 1solation, as a substitute for, or superior o measures of financial
performance prepared in accordance with GAAP. The reconciliation of net income to the adjusted EBITDA 15 calculated as follows (in
thousands);
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Unaudited
For the Three Months Ended March 31,
2012 2011
Net income (GAAP): £ 107774 3% 78,121
Add back items excluded from Adjusted EBITDA:
Purchase price accounting adjustments:
Revenues (see pages 38-39) | 880 3,722
Operating expenses (see pages 38-39) (74,024) (67,972)
Share-based payment expense, net of purchase price accounting
adjustments 14,951 13,037
Depreciation and amortization (GAAT) 66,117 68,400
Interest expense, net of amounts capitalized (GAAP) 76,971 TR2IR
Loss on extinguishment of debt and credit facihities, net (GAAP) 9971 5,994
Interest and investment loss (GAAP) 1,142 1584
Other loss (income) (GAAP) 578 (1,617
Income tax expense (GAAP) 2.802 1,572
Adjusted EBITDA b 208162 § 181.359

Adjusted Revenues and Operating Expenses - We deline this Non-GAAP linancial measure as our actual revenues and operating
expenses adjusted to exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this
MNon-GAAP [inancial measure to manage our business, sel operational goals and as a basis for determining performance-based
compensation for our emplovees. The following tables reconcile our actual revenues and operating expenses to our adjusied revenues and
operating expenses for the months ended March 31, 2012 and 2011;
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Unaudited For the Three Months Ended March 31, 2012

fin thousands)

Purchase Price
As Reported Accounting Adjustments

Allocation of Share-
based Payment Expense

Adjusted

Revenue:
Subscriber revenue £ 700242 % a7 _ T00,300
Advertising revenue, net of
agency fees 18,670 - — 18,670
Equipment revenue 16,953 — — 16.953
Other revenue 08,857 1.813 —_ 70670
Total revenue £ 804722 % 1,880 — 806,602
Operating expenses
Cost of services:
Revenue share and rovalties 132,111 34 846 — 166,957
Programming and conlent 70,095 11,702 (1,374} RO 423
Customer serviee and billing 66,187 — (427 63,760
Satellite and transmission 18.110 — (7T83) 17.325
Cost of equipment 3,806 — — 5,806
Subseriber acquisition costs 116.121 24,085 - 140206
Sales and marketing 58,301 3,391 (2,360 59,392
Engineering, design and
development 12,690 — (1.432) 11,258
General and administrative 59,886 — (R.573) 51,313
Depreciation and amortization
(a) 66,117 — — 66,117
Share-based pavment expense — — 14,951 14,951
Total operating expenses 5 605484 § 74,024 — 679,508

{a) Purchase price sccounting adjustments included above exclude the ineremental depreciation and amortization associated
with the $785,000 stepped up basis in property., equipment and intangible assets as a result of the Merger. The increased

depreciation and amoriization for the three months ended March 31, 2002 was 514,000,
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Unaudited For the Three Months Ended March 31, 20011

Purchase Price Allocation of Share-
{in thonsanels) As Reported Accounting Adjustments  based Pavment Expense Adjusted
Revenue:
Subscriber revenue $ 622,437 § 1,209 % — % 624,346
Advertising revenue, net of
agency lees 16,558 — — 16,358
Equipment revenue 15,867 — — 15867
Other revenue 68,977 813 — 70,790
Total revenue $ 723839 % 3722 % — % 727,561
Operating expenses
Cost of services:
Revenue share and
rovallies 106,929 29933 — 136,862
Programming and content 72,959 12,824 (2,510} 83,273
Customer service and
billing 65,836 I8 (367) 65,487
Satellite and transmission 18,560 239 (567) 18.232
Cost of equipment 6,405 — — 6,405
Subseriber acquisition costs 105,270 21.656 - 126,926
Sales and marketing 47,819 3,212 (1.873) 49,156
Engmeering, design and
development 11,135 31 (1,142) 10,024
Gieneral and admimistrative 56,354 39 (6,576} 49 837
Depreciation and
amortization (a) 68,400 = — 68, 400
Share-based pavment
expense (b) — — 13,037 13,037
Total operating expenses $ 559667 $ 67972 $ — § 627,639

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated
with the $785,000 stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the three months ended March 31, 201 | was $15,000.

(b) Amounts related to share-based payment expense included in operating expenses were as follows:

Programming and conient 5 2483 % 27 % — b 2,310
Customer service and billing 349 ] — 367
Satellite and transmission 348 19 - 567
Sales and markeling [,848 27 — 1,875
Engineering, design and

development L1111 31 — 1,142
General and administrative 6,517 39 - 6,376

Total share-based payment i _
expense b 12856 % 1581 % -— by 13.037

ARPU - is denved from total eamed subscniber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjusiments, divided by the number of months in the period, divided by the daily weighted average number of subscribers
for the period. Other subscription-related revenue includes the U.S. Music Rovalty Fee. Purchase price accounting adjustments include the
recognition of deferred subsenber revenues not recognized m purchase price accounting associated with the Merger. ARPU 15 caleulated as
follows (in thousands, except for subseriber and per subscriber amounts):



39




lable OF Contents

Unaudited
For the Three Months Ended March 31,
2012 2011
Subscriber revenue (GAAP) b3 700,242 % 622437
Add: net advertising revenue (GAAP) 18.670 16,558
Add: other subscription-related revenue (GAADP) 51721 58,531
Add: purchase prnice accounting adjustments 67 1,909
$ 776,700 % 699 435
Diaily weighted average number of subscribers 21,99 863 20,233,144
ARPU b [1.77 § 11.52

Average self-pay monthly churn - 1s defined as the monthly average of self-pay deactivations for the period divided by the average
number of self-pay subscribers for the period.

Customer service and hilling expenses, per average subscriber - 1s derived from total customer service and hilling expenses, excluding
share-based payment expense and purchase price accounting adjustments associated with the Merger, divided by the number of months in
the period, divided by the daily weighted average number of subseribers for the period. We believe the exclusion of share-based pavment
expense in our calculation of customer service and billing expenses, per average subscriber, 1s useful given the significant variation in
expense that can result from changes in the Fair market value of our common stock, the effect of which is unrelated to the operational
conditions that give rise to variations in the components of our customer service and billing expenses. Purchase price accounting
adjustments associated with the Merger include the elimination of the benefit associated with incremental share-based payment
arrangements recognized at the Merger date, Customer service and billing expenses, per average subscriber, 15 caleulated as follows (in
thousands, excepl for subscriber and per subseriber amounis):

Unaudited
For the Three Months Ended March 31,
2012 2011

Customer service and billing expenses (GAAP) b 66,187 % 65,836
Less: share-based pavment expense, net of purchase price accounting
adjustments (427) (367)
Add: purchase price accounting adjustments — 15

65,760 63,437
Daily weighted average number of subscribers 21,990,863 20,233,144

Customer service and billing expenses, per average subscriber $ 100 $ 1.08
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Free cash flow - 1s denved [rom cash fow provided by operating aetivities, capital expenditures and restricted and other mvestment
activity. Free cash flow 1s caleulated as follows (in thousands):

Unaudited
For the Three Months Ended March 31,
2012 2011

Cash Flow information
Met cash provided by operating activities b 39048 3% 18,109
Met cash used mn investing activilies (25,187) (34,983)
Net cash used in financing activities (42,175) (136,122)
Free Cash Flow
Net cash provided by operating activities b 39948 % 18,109

Additions to property and equipment (25,187} (34,983)
Free cash flow b 14761 % (16,874)

MNew vehicle consumer conversion rate - is defined as the percentage of owners and lessees of new vehicles thal receive our serviee and
converl to become self-paying subscribers afier the initial promotion period. At the tme satellite radio enabled vehicles are sold or leased,
the owners or lessees generally receive tnal subsenptions ranging from three to twelve months. Promotional periods generally include the
period of trial service plus 30 days to handle the receipt and processing of pavmenis. We measure conversion rate three months alter the
peried in which the trial service ends. The metnc excludes rental and fleet vehicles.

Subseriber acquisition cost, per gross subscriber addition - or SAC, per gross subseriber addition, 15 derived from subscriber
acquisiion costs and margins from the sale of radios and accessonies, excluding share-based payment expense and purchase price
accounting adjustments, divided by the number of gross subseriber additions for the penod. Purchase price accounting adjustments
associaled with the Merger include the elimination of the benefit of amortization of deferred credits on executory contracts recognized al
the Merger daie atiributable to an OEM. SAC, per gross subscriber addition, 1s calculated as follows (in thousands, except for subscriber
and per subseriber amounts);

Unaudited
For the Three Months Ended March 31,
2012 2011

Subscriber acquisition costs (GAAP) $ 16,121 % 105,270
Less: margin from direct sales of radios and accessories (GAAP) (11,147) (9.462)
Add: purchase price accounting adjustments 24 083 21,636

$ 129059 § 117,464
Gross subseriber additions 2,161,693 2,052,367
SAC, per gross subscriber addition $ 60 % 57

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISKS

Asof March 31, 2012 | we did not have any derivative financial instruments. We do not hold or 1ssue any free-standing derivatives.
We hold investments in marketable securities consisting of money market funds, and we also hold certificates of deposit and investments in
debt and equity secunties of other entities. We classify our investments in marketable securities as available-for-sale. These seeunties are
consistent with the objectives in our invesiment policy. The basic objectives of our investment policy are the preservation of capital,
maintaining sufficient liquudity to meet operating requirements and maximizing vield.
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Chur debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes in interest rates. Under our
current policies, we do not use imterest rate derivative instruments 1o manage our exposure o interest rate fluciuations,

ITEM 4. CONTROLS AND PROCEDURES
Controls and Procedures

Asof March 31, 2012, an evaluation was performed under the supervision and with the participation of our management, including
Mel Karmazin, our Chief Executive Officer, and David J, Frear, our Executive Viee President and Chief Financial Officer, of the effectiveness
of the design and operation of our disclosure controls and procedures (as that term 1s defined in Rule 13a-15(e) and 15d-15(e) under the
Securities Exchange Act). Based on that evaluation, our management, including our Chief Executive Officer and our Chief Financial Officer,
concluded that our disclosure controls and procedures were effective as of March 31, 2012

There has been no change n our internal control over financial reporting (as that term 1s defined in Rule 13a-135(1) and 15d-15(1) under
the Securities Exchange Act) during the quarter ended March 31, 2012 that has matenally affected, or 1s reasonably likely to materially affeet,
our internal control over financial reporting.

PART Il — OTHER INFORMATION
ITEM I. LEGAL PROCEEDINGS

State Consumer Investigations . A Multistate Working Group of 31 State Atnorneys General, led by the Attorney General of the State of
Ohio, 15 mvestigating certain of our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions;
automatic renewal of subscriptions; charging, billing, collecting, and refunding or erediting of payments from consumers; and soliciting
CUSIOMCTS,

A separale investigation into our consumer practices is being condueted by the Atlorneys General of the State of Florida and the State of
New York. We are cooperating with these investigations and believe our consumer practices comply with all applicable federal and state laws
and regulations.

Carl Blessing et al. v, Sivins XM Radio Inc . We have settled the case titled Carl Blessing et al. v. Sinus XM Radio Ine. and the
settlement has been approved by the United States Distriet Court for the Southern District of New York. Appeals have been filed by 11
individuals seeking to overturn the settlement.

In December 2009, Carl Blessing, a subscriber, filed a lawsuit against us in the United States District Court for the Southern District of
MNew York. Mr. Blessing and several other plaintiffs purported to represent all subscribers who were subjeet to: an merease in the price for
additional-radio subscriptions from $6.99 to $8.99; the imposition of the US Musie Rovalty Fee; and the elimination of our free Internet
service. The suit claimed that the pricing changes showed that our merger with XM lessened competition or led to a monopoly in violation of
the Clayton Act and that the merger led to monopolization in violation of the Sherman Act. Earlier the Count dismissed the plainuffs’ claims for
breach of contract and granted our motion for summary judgment as o various state law claims.

As pant of the settlement, we agreed to: not raise the price of our basic satellite radio service or other programming packages or our
Internet services; not increase our US Music Rovalty Fee; and not decrease our multi-radio discount prior to January 1, 2012, Existing
subscribers were also permitted to renew their current subseniption plans at current rates prior to December 31, 201 1, Former subscribers who
terminated their subscriptions after July 29, 2009 are entitled to receive, at their election, either; one month of our basic satellite radio service or
one month of our Internet service, at no charge. We also paid the costs of providing notice to the plaintiff class and reimbursed counsel for the
plaintiffs for $13 million of their fees and expenses.

e Twelve, Inc. and Don Buchwald v. Sivius XM Radio Ine . In March 2011, One Twelve, Inc., Howard Stern's produetion company,
and Don Buchwald, Stern's agent, commenced an action against us in the Supreme Court of the State of New York, County of New York. The
action alleged that, upon the Merger, we failed to honor our obligations under the performance-based compensation provisions of our prior
agreement dated October 2004 with One Twelve and Buchwald, as agent; One Twelve and Buchwald cach assert a claim of breach of contract.
In April 2012, the Court granted our motion for summary judgment and dismissed with prejudice the suit. The Court found the agreement
unambiguous. One Twelve and Buchwald have filed a notice of appeal.

Oiher Matters . In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including
derivative actions; actions filed by subseribers, both on behalf of themselves and on a ¢lass action basis, actions filed
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by former emplovees, parties to contracts or leases, and owners of patents, trademarks, copyrights or other intellectual property. None of these
other actions are, in our opinion, likely to have a material adverse effect on our business, financial condition or results of operations,
ITEM 1A. RISK FACTORS

There have been no material changes to the nisk factors previously disclosed in response to Part [, ltem 1A, of our Annual Report on
Form 10-K for the vear ended December 31, 2011 .

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Not apphcable.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Mot applicable.
ITEM 4. MINE SAFETY DISCLOSURES
Mot applicable
ITEM 5. OTHER INFORMATION
Not apphcable.
ITEM 6. EXHIBITS
See Exhibit Index attached hereto,
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has dulv caused this report
to be signed on its behall by the undersigned, thereunto duly authorzed on this 1st day of May 2012,

SIRIUS XM RADIO [NC.

By: s/ David J, Frear
David J. Frear
Executive Vice President and
Chief Financial Officer
{Duly Authorized Officer and
Principal Financial Officer)
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EXHIBIT INDEX

Exhibit Description

*10.1 Second Amendment, dated as of March 3, 2012, 1o the Employee Agreement, dated as of October 14, 2009, between the
Company and James E. Mever (incorporated by reference to Exhibit 101 to the Company's Current Report on Form 8-K filed
on March 5, 2012),

3.1 Certificate of Mel Karmazin, Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed
herewith).

312 Certilicate of David J. Frear, Executive Vice President and Chiel Financial Officer, pursuant to Section 302 of the Sarbanes-
Oxdey Act of 2002 (filed herewith).

321 Certificate of Mel Karmazin, Chiel Executive Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002 (filed herewith).

322 Certificate of David J. Frear, Executive Viee President and Chiel Financial Officer, pursuant to 18 U 5.C, Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith).

101, 1 ** The followimng financial information from our Quarterly Report on Form 10-0) for the quarter ended March 31, 2012 formatted
in eXtensible Business Reporting Language (XBRL): (1) Unaudited Consolidated Statements of Comprehensive Income for the
three months ended March 31, 2012 and 201 1; (1) Consolidated Balance Sheets as of March 31, 2012 (Unaudited) and
December 31, 201 1; (1i1) Unaudited Consolidated Statements of Stockholder’s Equity as of March 31, 2012, (1v) Unaudited
Consolidated Statements of Cash Flows for the three months ended March 31, 2012 and 2011; and (v) Notes to Unaudited
Consolidated Financial Statements.

» This document has been identified as a management contract or compensatory plan or arrangement,

£ 2

In accordance with Rule 4067 of Regulation S-T, the XBRL related information in Exhibit 101.1 to this Quarterly Report on
Form 10-Q shall not be deemed to be “liled” for purposes of Section 18 of the Exchange Act, or otherwise subject to the
ligbility of that section, and shall not be part of any regisiration statement or other document filed under the Securnities Act or the
Exchange Act, except as shall be expressly set forth by specifie reference in such filing.

The agreements and other documents filed as exhibits to this report are not intended to provide factual information or other
disclosure other than with respect to the terms of the agreements or other documents themselves, and vou should not rely on
them for that purpose. In particular, any representations and warranties made by us in these agreements or other documents were
made solely within the specific context of the relevant agreement or document and mayv not describe the actual state of affairs as
of the date they were made or at any other lime,
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Karmazin, the Chiel Executive Officer of Sirius XM Radio Ine., certify that:

1

3
s

| have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2012 of Sirius XM Radio Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary o
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all matenal
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
The registrant's other certifving officer and | are responsible lor establishing and maintaining disclosure controls and procedures (as
defined mn Exchange Act Rules |3a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(1) and 15d-15(1) for the registrant and have:

{a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, 1o ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report 15 being prepared;

(by  Designed such intemal control over financial reporiing, or caused such internal control over financial reporiing to be designed
under our supervision, to provide reasonable assurance regarding the rehability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepied accounting principles;

(¢)  Ewvaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d)  Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the registrant's
maost recent liscal quarier (the registrant's fourth quarter in the case of an annual report) that has materially affected, or 15
reasonably likely to matenally affect, the registrant’s intemal control over financial reporting; and

The registrant’s other certifving officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent

funetions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

ib)  any fraud, whether or not matenal, that involves management or other emplovees who have a significant role in the registrant’s
nternal control over financial reporting.

By: /o' M L K arMaziy

Mel Karmazin
Chief Executive Officer
{Principal Executive Officer)

May 1,2012
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, David J. Frear, the Executive Vice President and Chiel Financial Officer of Sirius XM Radio Inc., certifv that:

2.

=

| have reviewed this Quarierly Report on Form 10-0Q) for the period ended March 31, 2012 of Sirus XM Radio Inc.;

Based on my knowledge, this report does not contain any untrue statement of 8 material fact or omit to state a material fact necessary o
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash Mows of the registrant as of, and for, the penods presented in this report;

The registrant’s other certifving officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(1) and 15d-15(f)) for the registrant and have:

(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report 1s being prepared;

iby  Designed such intemal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
linancial statements for external purposes in accordance with generally accepted accounting principles;

ey Ewvaluated the effectiveness ol the registrant’s disclosure controls and procedures and presented in this report our conclusions aboul
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

id) Disclosed in this report any changes in the registrant’s internal controls over financial reporting that occurred during the registrant's
maost recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has matenally affected, or is
reasonably likely to matenally affect, the registrant’s intermal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of intemal control over financial

reporting, to the registrant's auditors and the andit committee of the registrant's board of directors (or persons performing the equivalent

functions):

(a)  all significant deficiencies and material weaknesses in the design or operation of internal control over finaneial reporting which are
reasonably likely o adversely affect the registrant's ability 1o record, process, summarize and report financial information; and

(by  any fraud, whether or not material, that involves management or other emplovees who have a significant role in the registrant’s
internal control over financial reporting.

Bv: fo D oavin 1 F rear

David J. Frear

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

May 1, 2012
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Exhibit 32.1

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

In connection with the Quarterly Report of Sinus XM Radio Ine. (the “Company™) on Form 10-Q for the period ended March 31, 2012 as
filed with the Secunties and Exchange Commission on the date hereof (the “Report™), 1, Mel Karmazin, Chiel Exeeutive Officer of the
Company, ceriifv, pursuant to 18 U.5.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(117 The Report fully complies with the requirements of Section 13(a) or 15(d) of the Secunities Exchange Act of 1934; and

{2} The mformation contained in the Report fairly presents, in all matenal respects, the financial condition and results of operations of the
Company.

By: faf M EL K amaziv

Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

Mav 1, 2012

A signed original of this written statement reguired by Section 906, or other document authenticening, acknowledging, or otherwise
adopting the signature that appears in tvped form within the electronic version of this written statement reguired by Section 906, has been
provided to the Company and will be retained by the Campany and furnished to the Seenrities and Exchange Commission or its staff upan
reguest,
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Exhibit 32.2

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

In connection with the Quarterly Report of Sirnus XM Radio Ine. (the “Company™) on Form 10-Q) for the peried ended March 31, 2012 as
filed with the Secunties and Exchange Commission on the date hereof (the “Report™), 1, David J. Frear, Executive Vice President and Chief
Finaneial Officer of the Company, certily, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
ol 2002, that:

(1} The Report fully complies with the requirements of Section 13(a) or 153(d) of the Securities Exchange Act of 1934; and

(2} The nformation contained in the Report fairly presents, in all material respects, the financial eondition and results of operations of the
Company

By: &/ Davio I F rear
David J. Frear
Executive Vice President and
Chief Financial Officer
{Principal Financial Officer)

May 1, 2012

A signed original of this written statement reguived by Section 906, or other document anthenticating, acknowledging, or atherwise
adopting the signature that appears in tvped form within the electronic version of this written statement veguived by Section 906, has been
pravided to the Company and will be retained by the Company and furnished to the Securivies and Exchange Commission or its staff upan
reguest,
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

1. Mel Karmazin. the Chief Executive Officer of Sirius XM Radio Inc.. certify that:

1.
2.

I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2011 of Sirius XM Radio Inc.:

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report:

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of. and for. the periods presented n this
report;

The registrant's other certifving officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as
defined n Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over [inancial reporting (as defined in Exchange Act
Rules 13a-15(0) and 15d-15(0)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant. including its consolidated subsidiaries, 1s made
known to us by others within those entities, particularly during the period in which this report is being prepared:

(b Designed such internal control over financial reporting, or caused such mternal control over [inancial reporting to be
designed under our supervision, to provide reasonable assurance regarding the rehability of financial reporting and the
preparation of {inancial statements for external purposes in accordance with generally accepted accounting principles:

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed 1n this report any changes mn the registrant's internal controls over financial reporting that occurred during the
registrant's most recent iscal quarter (the Company's fourth quarter in the case of an annual report) that has materially
affected, or 1s reasonably likely to matenally affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed. based on our most recent evaluation of internal control over financial
reporting. to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process. summarize and report financial
information: and

(b) any fraud, whether or not material. that involves management or other emplovees who have a significant role in the
registrant's internal control over financial reporting.

By: /s/ Mel Karmazin

Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

May 3. 2011



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

L. David JI. Frear, the Executive Vice President and Chief Financial Officer of Sirius XM Radio Inc., certifv that:

1.
2.

I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2011 of Sirius XM Radio Inc.:

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report:

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of. and for. the periods presented n this
report;

The registrant's other certifving officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as
defined n Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over [inancial reporting (as defined in Exchange Act
Rules 13a-15(0) and 15d-15(0)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant. including its consolidated subsidiaries, 1s made
known to us by others within those entities, particularly during the period in which this report is being prepared:

(b Designed such internal control over financial reporting, or caused such mternal control over [inancial reporting to be
designed under our supervision, to provide reasonable assurance regarding the rehability of financial reporting and the
preparation of {inancial statements for external purposes in accordance with generally accepted accounting principles:

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed 1n this report any changes mn the registrant's internal controls over financial reporting that occurred during the
registrant's most recent iscal quarter (the Company's fourth quarter in the case of an annual report) that has materially
affected, or 1s reasonably likely to matenally affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed. based on our most recent evaluation of internal control over financial
reporting. to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process. summarize and report financial
information: and

(b) any fraud, whether or not material. that involves management or other emplovees who have a significant role in the
registrant's internal control over financial reporting.

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

May 3, 2011



Exhibit 32.1

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

In connection with the Quarterly Report of Sirius XM Radio Inc. (the “Company™) on Form 10-Q for the period ended March 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I. Mel Karmazin, Chief Executive Officer of the
Company. certify. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By: /s/ Mel Karmazin
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

May 3, 2011

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.



Exhibit 32.2

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

In connection with the Quarterly Report of Sirius XM Radio Inc. (the “Company™) on Form 10-Q for the period ended March 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), [, David I. Frear, Executive Vice President and

Chief Financial Officer of the Company. certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934: and
(2) The information contained in the Report fairly presents. in all material respects. the financial condition and results of operations of the
Company.

By: /s/David I. Frear
David J. Frear
Executive Vice President and

Chief Financial Officer
(Principal Financial Officer)

May 3. 2011

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been

provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.



