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[SIRIUS LOGO]

January 30, 2003

Dear fellow stockholders:

We are furnishing the accompanying Proxy Statement to you in connection with
a proposed financial restructuring of our company. This restructuring is a
crucial step in ensuring the continuing viability of our company, and we would
like your support in completing it. The restructuring will result in the
elimination of all or substantially all of our outstanding debt, the elimination
of all of our preferred stock and a cash infusion of $200 million. In short, the
restructuring will provide us with sufficient cash to cover our estimated
funding needs into the second quarter of 2004 and allow us to focus our
attention on strengthening our business and acquiring subscribers for our
premier entertainment service.

We plan to complete the restructuring through either:
our recapitalization plan, which consists of the consensual exchange of our

debt and our preferred stock for common stock and the purchase of new
common stock by certain investors for $200 million cash, or, alternatively,
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the filing of a prepackaged plan of bankruptcy which will attempt to
accomplish the restructuring on substantially the same terms as the
recapitalization plan but under the supervision of the bankruptcy court.

Our creditors and stockholders will receive the same treatment under each of
the plans. Upon consummation of the restructuring, two members of our board of
directors will resign and two new board members, to be selected by the informal
committee of creditors, will fill those vacancies.

In order to effect the recapitalization plan, our stockholders must vote to:

approve the issuance of new shares of our common stock in the restructuring
transactions and

approve an amendment and restatement of our certificate of incorporation to
increase the number of authorized shares of our common stock.

We are also asking you to approve the adoption of our 2003 stock option plan.

The restructuring will significantly dilute the percentage of outstanding
stock owned by our common stockholders, from 83% (before the restructuring) to
8% (following the restructuring).

We believe that the plan we put before you today is the best solution for
adequately addressing our funding needs and ensuring the continuing viability of
our company. Without the restructuring, we have sufficient cash to cover our
estimated funding needs only through the second quarter of 2003, and anticipate
that we will need an additional $600 million of funding until our revenues are
sufficient to fund expected operating expenses, capital expenditures, interest
and principal payments and taxes. If the restructuring is not completed, we will
be forced to consider an alternative plan of reorganization or liquidation. Any
alternative plan of reorganization or liquidation is likely to result in our
stockholders receiving nothing.

Pursuant to the accompanying Proxy Statement, we are soliciting your proxy
to be voted in favor of the recapitalization plan and your vote to accept the
prepackaged plan. YOUR VOTE TO APPROVE THE RECAPITALIZATION PLAN AND YOUR VOTE
TO ACCEPT THE PREPACKAGED PLAN ARE VERY IMPORTANT. We urge you to carefully
review the Proxy Statement and the other documents we refer you to in the Proxy
Statement for a detailed description of the proposed restructuring and the
dilutive effect it will have on our existing stockholders. Please take the time
to complete the enclosed proxy and sign and return it in the enclosed
postage-paid envelope as soon as possible. We will not be able to complete the
recapitalization plan unless we obtain the approval of our stockholders.

Sincerely,
JOSEPH P. CLAYTON

JOSEPH P. CLAYTON
President and Chief Executive Officer
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[SIRIUS LOGO]

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON TUESDAY, MARCH 4, 2003

You are cordially invited to attend our special meeting of stockholders,
which will be held on Tuesday, March 4, 2003, at 9:00 a.m. at The McGraw-Hill
Building, in the Auditorium, 2nd Floor, 1221 Avenue of the Americas, New York,
New York. The special meeting is being held for the purpose of implementing a
proposed restructuring of our company. The proposed restructuring will result in
the elimination of all or substantially all of our outstanding debt, the
elimination of all of our preferred stock and the investment of $200 million
cash in new equity capital.

At the special meeting, you will be asked to consider and vote upon the
following proposals in connection with the restructuring, all of which are more
fully described in the accompanying Proxy Statement:

1. The issuance of an aggregate of 885,393,009 shares of our common
stock and warrants to purchase 87,577,114 shares of our common stock
in the restructuring transactions.

2. An amendment and restatement of our certificate of incorporation to
increase our authorized common stock from 500,000,000 to
2,500,000,000 shares.

3. The adoption of our 2003 Long-Term Stock Incentive Plan.

Only stockholders of record at the close of business on January 21, 2003 are
entitled to vote at our special meeting. A list of stockholders entitled to vote
will be available for examination for ten days prior to the special meeting,
between the hours of 9:00 a.m. and 4:00 p.m., at our offices at 1221 Avenue of
the Americas, 36th Floor, New York, New York 10020.

YOUR VOTE IS IMPORTANT. WE URGE YOU TO SIGN AND RETURN YOUR PROXY BEFORE THE
SPECIAL MEETING SO THAT YOUR SHARES WILL BE REPRESENTED AND VOTED AT THE SPECIAL
MEETING, EVEN IF YOU CANNOT ATTEND.

This Proxy Statement is being distributed on or about January 30, 2003.

By Order of the Board of Directors,



Edgar Filing: SIRIUS SATELLITE RADIO INC - Form PRER14A

PATRICK L. DONNELLY

PATRICK L. DONNELLY

Executive Vice President,
General Counsel and Secretary

[SIRIUS LOGO]

GENERAL

This Proxy Statement is being furnished to our stockholders in connection
with the proposed restructuring of our company. The proposed restructuring will
result in the elimination of all or substantially all of our outstanding debt,
the elimination of all of our preferred stock and the investment of $200 million
cash in new equity capital.

The proposed restructuring will be effected through one of the following two
alternatives:

an out-of-court restructuring, or 'recapitalization plan,' which consists
of:

-— an offer to exchange all of our outstanding debt securities for
common stock;

—-— a consent solicitation to remove all the restrictive covenants in
our outstanding debt;

—— the concurrent exchange of our outstanding preferred stock for
common stock; and

—— the purchase of our common stock by certain investors for
$200 million cash;

or

an in-court restructuring, or 'prepackaged plan,' which will attempt to
accomplish the restructuring on substantially the same terms as the
recapitalization plan, through the solicitation of acceptances under
Chapter 11 of the Bankruptcy Code. Our ability to complete the in-court
restructuring is subject to the prior confirmation by the investors of
their willingness to purchase $200 million of our common stock.

For a description of the recapitalization plan, see 'The
Restructuring —-- The Recapitalization Plan' on page 21 and for a description of
the prepackaged plan, see 'The Prepackaged Plan' on page 40. Accordingly, this
Proxy Statement is being furnished to our stockholders in connection with
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(1) our solicitation of proxies for use at the special meeting of stockholders
to be held on Tuesday, March 4, 2003 for the purpose of voting on the
restructuring proposals set forth below and (2) our solicitation of acceptances
of the prepackaged plan of reorganization under Chapter 11 of the Bankruptcy
Code.

THE RESTRUCTURING WILL SIGNIFICANTLY DILUTE THE PERCENTAGE OF OUTSTANDING
STOCK OWNED BY OUR COMMON STOCKHOLDERS. HOWEVER, WE BELIEVE THAT THE COMPLETION
OF THE RESTRUCTURING IS CRITICAL TO OUR CONTINUING VIABILITY. IF THE
RESTRUCTURING IS NOT COMPLETED, WE WILL BE FORCED TO CONSIDER AN ALTERNATIVE
PLAN OF REORGANIZATION OR LIQUIDATION. ANY ALTERNATIVE PLAN OF REORGANIZATION OR
LIQUIDATION MAY RESULT IN OUR EQUITY HOLDERS RECEIVING NOTHING.

The percentage ownerships set forth in this Proxy Statement after giving
effect to the restructuring assume that all of our outstanding debt securities
are exchanged for common stock in the exchange offer and do not give effect to
any shares of our common stock that may be issued pursuant to employee options
and warrants, including the warrants held by our automobile partners, and the
warrants to be issued to Apollo and Blackstone in the restructuring.

RECAPITALIZATION PLAN

The recapitalization plan for achieving our financial goals consists of the
following transactions (the 'restructuring transactions'):

1. EXCHANGE OFFER FOR OUR DEBT SECURITIES. We are offering to exchange all
of our outstanding 15% Senior Secured Discount Notes due 2007, 14 1/2% Senior
Secured Notes due 2009, 8 3/4% Convertible Subordinated Notes due 2009 and
senior term loans under our term loan agreement with Lehman Commercial Paper
Inc. and our deferral credit agreement with Space Systems/Loral, Inc.
(collectively, the 'debt securities') for up to 596,669,765 newly issued shares
of our common

stock, representing approximately 62% of the outstanding shares of our common
stock after giving effect to the restructuring. Under a lockup agreement, dated
October 17, 2002, Lehman, Loral and holders of a majority of our notes have
agreed to tender their debt securities in the exchange offer.

2. PREFERRED STOCK EXCHANGE. Our preferred stockholders have agreed to
exchange all of our outstanding preferred stock for (1) an aggregate of
76,992,865 newly issued shares of our common stock, representing approximately
8% of our outstanding common stock after giving effect to the restructuring, and
(2) warrants to purchase an aggregate of 87,577,114 shares of our common stock,
representing approximately 9.1% of our outstanding common stock after giving
effect to the restructuring.

3. NEW EQUITY INVESTMENT. Certain affiliates of Apollo Management, L.P., or
Apollo, The Blackstone Group L.P., or Blackstone, and OppenheimerFunds, Inc., or
Oppenheimer, have agreed to purchase an aggregate of 211,730,379 newly issued
shares of our common stock, representing approximately 22% of our outstanding
common stock after giving effect to the restructuring, for a total purchase
price of $200 million cash.

STOCKHOLDER APPROVAL

Pursuant to this Proxy Statement, we are soliciting proxies to be voted at
the special meeting. The special meeting will be held to consider and vote on
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the following proposals:

1. The issuance of an aggregate of 885,393,009 shares of our common
stock and warrants to purchase 87,577,114 shares of our common stock in the
restructuring transactions.

2. An amendment and restatement of our certificate of incorporation to
increase our authorized common stock from 500,000,000 to 2,500,000,000
shares.

3. The adoption of our 2003 Long-Term Stock Incentive Plan.

Consummation of the recapitalization plan requires stockholder approval of
proposals 1 and 2. IF EITHER OF PROPOSALS 1 OR 2 IS NOT APPROVED BY OUR
STOCKHOLDERS AT THE SPECIAL MEETING, THEN NEITHER OF THEM WILL BECOME EFFECTIVE.
Stockholder approval of proposal 3, the adoption of our 2003 stock option plan,
is not a condition to the consummation of the recapitalization plan.

Upon consummation of the restructuring, two members of our board of
directors will resign and two new board members, to be selected by the informal
committee of creditors, will fill those vacancies.

Pursuant to the lockup agreement, Apollo and Blackstone (the holders of all
of our outstanding preferred stock and one million shares of our common stock)
and Oppenheimer (the holder of 13,258,200 shares of our common stock) have
agreed to vote in favor of the restructuring proposals, which together represent
approximately 30% of the total votes entitled to participate in this proxy
solicitation. Holders of the debt securities that are signatories to the lockup
agreement have also agreed to vote any shares of common stock owned by them in
favor of the restructuring proposals.

MINIMUM TENDER CONDITION

The completion of the recapitalization plan is also conditioned upon, among
other conditions, our receipt of valid tenders in the exchange offer from not
less than (i) 97% in aggregate principal amount of our outstanding debt
securities and (ii) 90% in aggregate principal amount of our convertible
subordinated notes; provided that the holders of a majority of our debt
securities may reduce the minimum tender condition to not less than 90% in
aggregate principal amount of our debt securities and may lower or eliminate the
minimum condition applicable to our convertible subordinated notes. We reserve
the right to waive the minimum tender condition, which we will be able to do
only with the prior written consent of our board of directors, the holders of a
majority of our debt securities, Apollo and Blackstone. Under the lockup
agreement, the holders of approximately 79% of our outstanding debt securities
agreed to tender all of their debt securities in the exchange offer.
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DILUTION

Upon consummation of the restructuring, the equity interests of our existing
common stockholders, as a percentage of the total number of the outstanding
shares of our common stock, will be significantly diluted. The following table
sets forth the approximate percentages of our common stock that holders of our
common stock, preferred stock and debt securities will own whether the
restructuring is completed pursuant to the recapitalization plan or assuming you
approve the prepackaged plan:

PERCENTAGE OF OUTSTANDING
COMMON STOCK OWNED

BEFORE THE AFTER THE
HOLDER RESTRUCTURING RESTRUCTURING (1)
Common stockholders. ... ...ttt ittt ieie et e 83% %
Preferred stockholders. ..... ..ttt iineeeeeeeeennnnns 17% %
Holders of debt securities.......c.o.ii ittt eennnnns - 62%
New equity InvVesStOrS. @ittt ittt ittt et ettt aeeeaeeenn - 22%

(1) Excludes shares of common stock issuable upon exercise of warrants to
purchase an aggregate of 87,577,114 shares of our common stock, or
approximately 9.1% of our common stock after giving effect to the
restructuring, to be issued to our preferred stockholders.

IF THE RESTRUCTURING IS NOT COMPLETED, WE MAY BE FORCED TO CONSIDER AN
ALTERNATIVE PLAN OF REORGANIZATION OR LIQUIDATION. ANY ALTERNATIVE PLAN OF
REORGANIZATION OR LIQUIDATION MAY RESULT IN OUR EQUITY HOLDERS RECEIVING
NOTHING.

PREPACKAGED PLAN

If we are not able to complete the recapitalization plan, but the required
acceptances have been received to confirm the prepackaged plan, we will use such
acceptances to seek confirmation of the prepackaged plan under Chapter 11 of the
Bankruptcy Code. See 'The Prepackaged Plan.'

Under the prepackaged plan, creditors and stockholders who hold
substantially similar legal claims or interests with respect to the distribution
of the value of our assets are divided into separate 'classes' of claims or
interests. Under the Bankruptcy Code, the separate classes of claims and
interests must be designated either as 'impaired' (affected by the plan) or
'unimpaired' (unaffected by the plan). For the prepackaged plan to be confirmed
by the bankruptcy court without invoking the 'cram down' provisions, each class
of claims or interests that is impaired must vote to accept the prepackaged
plan. An impaired class of claims (such as each class of our debt) is deemed to
accept a plan of reorganization under the provisions of the Bankruptcy Code if
holders of at least two-thirds in dollar amount and more than one half in number
of the holders of claims who actually cast ballots vote to accept the
prepackaged plan. An impaired class of interests (such as our preferred stock
and common stock) is deemed to accept a plan of reorganization if the holders of
at least two-thirds in amount of the interests in such class who actually vote
accept the prepackaged plan.



Edgar Filing: SIRIUS SATELLITE RADIO INC - Form PRER14A

THE SOLICITATION PERIOD FOR ACCEPTANCES OF THE PREPACKAGED PLAN WILL EXPIRE
AT THE CONCLUSION OF THE SPECIAL MEETING OF STOCKHOLDERS (UNLESS EXTENDED) .
VOTES ON THE PREPACKAGED PLAN MAY BE REVOKED, SUBJECT TO THE PROCEDURES
DESCRIBED IN THIS PROXY STATEMENT, AT ANY TIME PRIOR TO THE SOLICITATION
EXPIRATION DATE. Only stockholders of record at the close of business on
January 21, 2003 are entitled to vote at the special meeting and to vote to
accept or reject the prepackaged plan.

YOU MUST COMPLETE AND RETURN THE ENCLOSED PROXY IN ORDER TO VOTE FOR OR
AGAINST THE RESTRUCTURING PROPOSALS AND IN ORDER TO VOTE TO ACCEPT OR REJECT THE
PREPACKAGED PLAN.

Stockholders are not required to vote at the special meeting in order to
vote on the prepackaged plan. It is important that all stockholders vote to
accept or reject the prepackaged plan because, under the Bankruptcy Code, only
holders who vote will be counted for purposes of determining whether the
requisite acceptances have been received. Failure by a stockholder to vote on
the prepackaged plan will be deemed to constitute an abstention by such
stockholder with respect to a vote on the prepackaged plan, and will not be
counted as a vote for or against the prepackaged plan.
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ABOUT THE SOLICITATION
SOLICITATION OF PROXIES AND ACCEPTANCES

This Proxy Statement is furnished in connection with our solicitation of
proxies to be voted:

at the special meeting, and

in connection with the prepackaged plan.

YOU MUST COMPLETE AND RETURN THE ENCLOSED PROXY IN ORDER TO VOTE FOR OR
AGAINST THE RESTRUCTURING PROPOSALS AND IN ORDER TO VOTE TO ACCEPT OR REJECT THE
PREPACKAGED PLAN. OUR BOARD OF DIRECTORS RECOMMENDS A VOTE 'FOR' BOTH THE
RESTRUCTURING PROPOSALS AND THE PREPACKAGED PLAN.

Whether or not you are able to attend the special meeting, your vote by
proxy 1is very important. Stockholders are encouraged to mark, sign and date the
enclosed proxy and mail it promptly in the enclosed return envelope marked
L} L}

proxy'.

Proxies are being solicited by and on behalf of our board of directors. We
will bear all expenses of this solicitation, including the cost of preparing and
mailing this Proxy Statement. We have retained MacKenzie Partners, Inc. to
assist in the solicitation of proxies. In addition to solicitation by use of the
mails, proxies may be solicited by directors, officers and employees in person
or by telephone, telegram or other means of communication. Such directors,
officers and employees will not be additionally compensated, but may be
reimbursed for out-of-pocket expenses in connection with such solicitation.
Arrangements will also be made with custodians, nominees and fiduciaries for
forwarding of proxy solicitation material to beneficial owners of our common
stock held of record by such persons, and we may reimburse such custodians,
nominees and fiduciaries for reasonable expenses incurred in connection
therewith.

10



Edgar Filing: SIRIUS SATELLITE RADIO INC - Form PRER14A
RECORD DATE

The record date for purposes of determining which stockholders are eligible
to vote at the special meeting and on the prepackaged plan is the close of
business on January 21, 2003. On the record date there were 77,454,197 shares of
our common stock outstanding, and there were approximately 350 holders of
record. We believe there are approximately 75,000 beneficial owners of our
common stock. In addition, there were 5,314,928 shares of our preferred stock
outstanding and two holders of record, Apollo and Blackstone.

DATE, TIME AND PLACE OF SPECIAL MEETING

The special meeting will be held on Tuesday, March 4, 2003 at 9:00 a.m., New
York City time, at The McGraw-Hill Building, in the Auditorium, 2nd Floor, 1221
Avenue of the Americas, New York, New York.

PURPOSE OF SPECIAL MEETING
The purpose of the Special Meeting is to consider and vote on the following:
1. The issuance of an aggregate of 885,393,009 shares of our common
stock and warrants to purchase 87,577,114 shares of our common stock in the
restructuring transactions.
2. An amendment and restatement of our certificate of incorporation to

increase our authorized common stock from 500,000,000 to 2,500,000,000
shares.

3. The adoption of our 2003 Long-Term Stock Incentive Plan.

Receipt of the affirmative vote of our stockholders to approve the issuance
of our common stock in the restructuring transactions and an amendment and
restatement of our certificate of incorporation is a condition to the
consummation of the recapitalization plan. For a full description of each of the
restructuring proposals, see 'The Restructuring Proposals' on page 32.

Upon consummation of the restructuring, two members of our board of
directors will resign and two new board members, to be selected by the informal
committee of creditors, will fill those vacancies.

VOTING ON THE RESTRUCTURING PROPOSALS

VOTING OF PROXIES

11
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All shares represented by a properly executed proxy will be voted at the
special meeting in accordance with the directions on such proxy. If no direction
is indicated on a properly executed proxy, the shares covered thereby will be
voted in favor of each proposal.

In the event that sufficient votes in favor of the restructuring proposals
are not received by the time scheduled for the special meeting, or if any of the
other conditions to the consummation of the recapitalization are not satisfied,
the persons named as proxies may propose one or more adjournments of the special
meeting to permit further solicitation of proxies with respect to such proposals
or to permit the satisfaction of any such condition. Any such adjournment will
require the affirmative vote of a majority of the voting power present or
represented at the special meeting.

VOTING RIGHTS; QUORUM

Shares representing a majority of the total outstanding votes, present or
represented by proxy, constitute a quorum. If you vote or return a proxy, your
shares will be considered part of the quorum.

Assuming a quorum of stockholders is present at the special meeting, the
affirmative vote of a majority of all votes cast is needed to approve the
issuance of our common stock in the restructuring transactions, and the
affirmative vote of a majority of the total votes attributable to our
outstanding common stock and preferred stock, voting as a single class, is
needed to approve the amendment and restatement of our certificate of
incorporation, and the adoption of our 2003 stock option plan.

Each share of our common stock is entitled to one vote. Each share of our
9.2% Series A Junior Cumulative Convertible Preferred Stock and 9.2% Series B
Junior Cumulative Convertible Preferred Stock is entitled to three and one-third
votes. Each share of our 9.2% Series D Junior Cumulative Convertible Preferred
Stock is entitled to 2.9412 votes. Pursuant to the lockup agreement, Apollo and
Blackstone (the holders of all of our outstanding preferred stock and one
million shares of our common stock) and Oppenheimer (the holder of 13,258,200
shares of our common stock), which together will represent approximately 30% of
the total votes entitled to participate in this proxy solicitation, have agreed
to vote in favor of the restructuring proposals. Holders of the debt securities
that are signatories to the lockup agreement have also agreed to vote any shares
of common stock owned by them in favor of the restructuring proposals.

NO DISSENTERS' RIGHTS

Stockholders have no appraisal or dissenters' rights with respect to the
restructuring proposals or the undertaking by us of any of the transactions
described in this Proxy Statement.
REVOCATION OF PROXIES

A stockholder who has executed and returned a proxy may revoke it at any
time before it is voted by executing and returning a proxy bearing a later date,

by giving written notice of revocation to our Secretary, Patrick L. Donnelly, or
by attending the special meeting and voting in person.

12
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VOTING ON THE PREPACKAGED PLAN

PROCEDURES FOR VOTING ON THE PREPACKAGED PLAN

To vote to accept the prepackaged plan, you must properly execute a proxy in
accordance with the directions on such proxy and return it by the conclusion of
the special meeting of stockholders or any extension thereof (the 'solicitation
expiration date').

If you hold shares of common stock registered in your own name, you can vote
on the prepackaged plan by completing the information requested on the proxy,
signing, dating and indicating your vote on the proxy, and returning the
completed original proxy in the enclosed, pre-addressed, postage-paid envelope
marked 'proxy' so that it is actually received before the solicitation
expiration date.

If you are a beneficial owner holding shares of our common stock through
your broker, dealer, commercial bank, trust company or other nominee (your
'nominee'), you can vote on the prepackaged plan in one of the two following
ways:

IF YOUR PROXY HAS ALREADY BEEN SIGNED (OR 'PREVALIDATED') BY YOUR NOMINEE,
you can vote on the prepackaged plan by completing the information
requested on the proxy, indicating your vote on the proxy, and returning
the completed original proxy in the enclosed, pre-addressed, postage-paid
envelope so that it is actually received by the voting agent before the
solicitation expiration date.

IF YOUR PROXY HAS NOT BEEN SIGNED (OR 'PREVALIDATED') BY YOUR NOMINEE, you
can vote on the prepackaged plan by completing the information requested on
the proxy, indicating your vote on the proxy, and returning the completed
original proxy to your nominee in sufficient time for your nominee then to
forward your vote to the voting agent so that it is actually received by
the voting agent before the solicitation expiration date.

If you are a broker, dealer, commercial bank, trust company or other nominee
that is the registered holder of shares of our common stock, please forward a
copy of this Proxy Statement and any other enclosed materials to each beneficial
owner and:

IF YOU HAVE SIGNED (OR 'PREVALIDATED') the appropriate proxy, the proxy
should be completed by the beneficial owner and returned by the beneficial
owner so that such proxy is actually received by the voting agent before
the solicitation expiration date.

IF YOU HAVE NOT SIGNED (OR 'PREVALIDATED') the appropriate proxy, you must
collect the proxy or proxies from beneficial owners, complete the master
ballot (as described herein), and deliver the completed original master

13
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ballot to the voting agent so that it is actually received by the voting
agent before the solicitation expiration date.

ONLY THE BENEFICIAL OWNERS OF OUR STOCK (OR THEIR AUTHORIZED SIGNATORIES)
ARE ELIGIBLE TO VOTE ON THE PREPACKAGED PLAN. See 'The Prepackaged
Plan —-- Holders of Claims Entitled to Vote; Voting Record Date.'

REVOCATION OF VOTES ON THE PREPACKAGED PLAN

Votes on the prepackaged plan may be revoked at any time prior to the
solicitation expiration date. If we file the prepackaged plan, the revocations
of such votes may be effected thereafter only with the approval of the
bankruptcy court. See 'The Prepackaged Plan —-- The Prepackaged Plan
Solicitation.'

VOTING AGENT AND INFORMATION AGENT

MacKenzie Partners, Inc. is the voting agent and information agent. Its
address and telephone number is set forth on the back cover of this Proxy
Statement.

Questions and requests for assistance or for additional copies of this Proxy
Statement, the proxy card and forms of ballots may be directed to the
information agent at the address and telephone number set forth on the back
cover of this Proxy Statement.

RISK FACTORS

You should carefully consider the following risk factors before you decide
to vote (1) in favor of or against the restructuring proposals, and (2) to
accept or to reject the prepackaged plan.

RISKS RELATED TO THE RESTRUCTURING

CONSUMMATION OF THE RESTRUCTURING WILL RESULT IN SIGNIFICANT DILUTION OF OUR
COMMON STOCKHOLDERS.

Upon consummation of the restructuring, the equity interests of our existing
common stockholders, as a percentage of the total number of the outstanding
shares of our common stock, will be significantly diluted. Whether the
restructuring is completed pursuant to the recapitalization plan or the
prepackaged plan:

holders of our debt securities will receive an aggregate of 596,669,765
newly issued shares of our common stock, representing approximately 62% of
our outstanding common stock after giving effect to the restructuring;

holders of our preferred stock will receive an aggregate of 76,992,865
newly issued shares of our common stock, representing approximately 8% or
our outstanding common stock after giving effect to the restructuring, and
warrants to purchase an additional 87,577,114 shares of our common stock,
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representing approximately 9.1% of our outstanding common stock after
giving effect to the restructuring;

Apollo, Blackstone and Oppenheimer will receive an aggregate of 211,730,379
newly issued shares of our common stock in the new equity investment,
representing approximately 22% of our outstanding common stock after giving
effect to the restructuring; and

the existing holders of our common stock will retain 8% of our outstanding
common stock after giving effect to the restructuring.

This means that our common stockholders, who currently own 83% of our common
stock, will own only 8% following the restructuring. We may need to issue
additional shares of common stock in the future to fund our business and achieve
our projected results, which could lead to further dilution of our stockholders.

IF THE RESTRUCTURING IS NOT COMPLETED, WE MAY NOT BE ABLE TO OBTAIN THE
SUBSTANTIAL ADDITIONAL FINANCING WE NEED BY EARLY 2003 TO CONTINUE TO PROVIDE
SERVICE AND TO FURTHER DEVELOP AND MARKET OUR SATELLITE RADIO SERVICE.

At December 31, 2002, we had approximately $180 million of available cash,
cash equivalents, marketable securities and restricted investments. This amount
is sufficient to cover our estimated funding needs only through the second
quarter of 2003, without giving effect to the restructuring.

We have substantial indebtedness which adversely effects our financial
condition. We have significant principal payments under our indebtedness coming
due in the next several years. Unless the restructuring occurs, we will be
required to make the following principal payments on our long-term debt: $49.8
million in the remainder of 2003 (which includes $15.0 million due but not paid
in 2002); $38.5 million in 2004; $111.7 million in 2005; $280.4 million in 2007;
and $216.5 million in the aggregate thereafter.

If we are not able to complete the restructuring or obtain additional
financing on a timely basis, we may be forced to declare bankruptcy.

WE WILL STILL NEED ADDITIONAL FINANCING FOLLOWING THE RESTRUCTURING, WHICH MAY
NOT BE AVAILABLE.

The restructuring will eliminate substantially all of our outstanding debt
and provide us with sufficient cash to cover our estimated funding needs into
the second quarter of 2004. After giving effect to the restructuring, we
anticipate that we can achieve cash flow breakeven with further additional
funding of approximately $75 million. This amount is an estimate and may change,
and we may need additional financing in excess of this estimate. Our actual
funding requirements could

vary materially from our current estimates. We may have to raise more funds than
expected to remain in business and continue to develop and market our satellite
radio service.

Even if we complete the restructuring, we may continue to struggle to stay
in business. Our financial projections are based on assumptions which we believe
are reasonable but contain significant uncertainties, including, most
importantly, the length of time and level of costs necessary to obtain the
number of subscribers required to sustain our operations.

15



Edgar Filing: SIRIUS SATELLITE RADIO INC - Form PRER14A

AN ALTERNATIVE TO THE RESTRUCTURING MAY NOT BE AVAILABLE TO US AND, IF AVAILABLE
AND COMPLETED, MAY BE LESS FINANCIALLY ATTRACTIVE TO OUR EQUITY HOLDERS THAN THE
RESTRUCTURING.

We believe that the completion of the restructuring is critical to our
continuing viability. If the restructuring is not completed, we may be forced to
consider an alternative restructuring of our capitalization and our obligations
to our creditors and equity holders and obtain their consent to any such
restructuring plan with or without a pre-approved plan of reorganization or
otherwise. An alternative restructuring arrangement or plan may not be
available, or if available, may not result in a successful reorganization or be
on terms as favorable to our equity holders as the terms of the restructuring or
result in any distributions being made to our equity holders.

WE WILL NOT BE ABLE TO COMPLETE THE RECAPITALIZATION PLAN IF WE DO NOT OBTAIN
STOCKHOLDER APPROVAL OF THE RESTRUCTURING TRANSACTIONS.

The consummation of the transactions contemplated by the recapitalization
plan is conditioned upon our receiving the approval of our existing stockholders
to the issuance of our common stock in the exchange offer, the preferred stock
exchange and the new equity investment, and an amendment and restatement of our
certificate of incorporation to increase the authorized number of shares of our
common stock. Therefore, even if the minimum tender condition and each of the
other conditions to the exchange offer are met or waived, the failure to obtain
such stockholder approval will prevent us from consummating the recapitalization
plan and require us to seek to implement the restructuring through the
prepackaged plan.

Pursuant to the lockup agreement, Apollo and Blackstone (the holders of all
of our outstanding preferred stock and one million shares of our common stock)
and Oppenheimer (the holder of 13,258,200 shares of our common stock), which
together represent approximately 30% of the total votes entitled to participate
in the proxy solicitation, have agreed to vote in favor of these items. We
therefore need the affirmative vote of another 21% of our stockholders to obtain
approval for the restructuring. Although the interests of our common
stockholders will be substantially diluted as a result of the restructuring, we
believe they are likely to vote in favor of the restructuring since in an
alternative (non-prepackaged) bankruptcy or liquidation they would likely
receive nothing.

WE MAY INCUR INCOME TAX LIABILITY AS A RESULT OF THE RESTRUCTURING.

We will realize cancellation of indebtedness, or COD, income as a result of
the exchange to the extent that the value of the common stock issued in exchange
for the debt securities is less than the 'adjusted issue price' of the debt
securities. Thus, the precise amount of COD income cannot be determined until
the closing date of the restructuring.

We will not recognize COD income to the extent we are considered insolvent
from a tax perspective immediately prior to the completion of the restructuring.
If and to the extent COD income is excluded from taxable income due to
insolvency, we will generally be required to reduce certain of our tax
attributes, including, but not limited to, net operating losses and loss
carryforwards. This may result in a significant reduction in, and possible
elimination of, our tax attributes. Taxable income will result to the extent COD
income exceeds the amount by which we are considered to be insolvent immediately
prior to the completion of the restructuring.

To the extent that we are considered solvent from a tax perspective
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immediately prior to the completion of the restructuring and realize COD income,
our available losses may offset all or a

portion of the COD income. COD income realized in excess of available losses
will result in a tax liability. In addition, the issuance of our common stock in
the exchange will result in an ownership change in our company that will
significantly limit the use of our remaining tax attributes, including net
operating losses.

Alternatively, if the discharge of the debt securities occurs in a
Chapter 11 bankruptcy case pursuant to the prepackaged plan, we will not
recognize any COD income as a result of such discharge although certain of our
tax attributes will be reduced.

RISKS RELATED TO THE PREPACKAGED PLAN

WE MAY SEEK CONFIRMATION OF THE PREPACKAGED PLAN EVEN IF EACH IMPAIRED CLASS OF
CLAIMS OR INTERESTS DOES NOT ACCEPT THE PREPACKAGED PLAN, AND SUCH CONFIRMATION
MAY RESULT IN OUR STOCKHOLDERS RECEIVING NOTHING.

If each impaired class of claims or interests under the prepackaged plan
does not accept the prepackaged plan, we may nevertheless seek to have the
prepackaged plan confirmed under the 'cram down' provisions of Section 1129 (b)
of the Bankruptcy Code. The cram down provisions allow a bankruptcy court to
confirm a plan even if the plan is not accepted by all impaired classes, as long
as at least one impaired class has accepted the plan. In the event that our
common stockholders do not accept the prepackaged plan, we may nevertheless seek
confirmation of the prepackaged plan under the 'cram down' provisions of the
Bankruptcy Code.

Furthermore, the 'cram down' provisions insure that holders of junior
interests, such as common stockholders, cannot retain any interest in the debtor
under a plan that has been rejected by a senior class of impaired claims or
interests unless such impaired claims or interests are paid in full. Therefore,
in the event that any class of impaired claims or interests senior to our
stockholders does not accept the prepackaged plan and we nevertheless seek
confirmation of the prepackaged plan under the cram down provisions, our
stockholders could receive nothing.

Upon confirmation, the prepackaged plan will be binding on all of our debt
and equity holders regardless of whether such holders voted to accept the
prepackaged plan.

THE PREPACKAGED PLAN MAY HAVE A MATERIAL ADVERSE EFFECT ON OUR OPERATIONS.

We believe that the solicitation of votes to approve the prepackaged plan,
and the potential subsequent commencement of a prepackaged Chapter 11 case by us
in connection with the prepackaged plan, would not materially adversely affect
our relationships with customers, employees, partners and others, provided that
we can demonstrate sufficient liquidity to continue to operate our business and
a likelihood of success for the prepackaged plan in a reasonably short time
frame. However, the prepackaged plan solicitation or any subsequent commencement
of a prepackaged Chapter 11 case could adversely affect the relationships
between us and our customers, employees, partners and others. There is a risk,
due to uncertainty about our future, that:
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customers could seek alternative sources of service from our competitors,
including XM Radio;

employees could be distracted from performance of their duties or more
easily attracted to other career opportunities; and

radio, retail, content or automaker partners could terminate their
relationship with us or require financial assurances or enhanced
performance.

These factors could adversely affect our ability to obtain confirmation of
the prepackaged plan.

EVEN IF ALL CLASSES OF CLAIMS AND INTERESTS THAT ARE ENTITLED TO VOTE ACCEPT THE
PREPACKAGED PLAN, THE PREPACKAGED PLAN MAY NOT BECOME EFFECTIVE.

The confirmation and effectiveness of the prepackaged plan is subject to
certain conditions and requirements that may not be satisfied, and the
bankruptcy court may conclude that the

10

requirements for confirmation and effectiveness of the prepackaged plan have not
been satisfied. See 'The Prepackaged Plan -- Confirmation of the Prepackaged
Plan' and ' -- Conditions to Effective Date of the Prepackaged Plan.'

Furthermore, in the event that we determine to file the prepackaged plan
with the bankruptcy court, Apollo, Blackstone and Oppenheimer may elect to
terminate their obligations to purchase common stock in the new equity
investment. Without the new equity investment or a suitable alternative new
equity investment, we do not believe the prepackaged plan would meet the
confirmation requirement of Section 1129 of the Bankruptcy Code that the plan be
'feasible.' See 'The Prepackaged Plan —-- Confirmation of the Prepackaged Plan.'
In that event, we shall not seek confirmation of the prepackaged plan and your
vote in favor of the prepackaged plan will be disregarded.

THE BANKRUPTCY COURT MAY CONCLUDE THAT THE PREPACKAGED PLAN DOES NOT MEET THE
REQUIREMENTS FOR CONFIRMATION AND MAY REQUIRE MODIFICATION TO THE PLAN.

If all of the conditions to the exchange offer cannot be satisfied or waived
by March 15, 2003, but we receive required acceptances to seek confirmation of
the prepackaged plan, then on March 15, 2003 (or such earlier or later date as
we and the other parties to the lockup agreement may agree), we expect to file a
voluntary petition for reorganization under Chapter 11 of the Bankruptcy Code
and, provided that Apollo, Blackstone and Oppenheimer agree to proceed with the
new equity investment, will seek confirmation of the prepackaged plan as
promptly as practicable thereafter.

However, the prepackaged plan may not be confirmed by the bankruptcy court.
Section 1129 of the Bankruptcy Code, which sets forth the requirements for
confirmation of a plan of reorganization, requires, among other things, a
finding by the bankruptcy court that the plan is 'feasible,' that all claims and

18



Edgar Filing: SIRIUS SATELLITE RADIO INC - Form PRER14A

interests have been classified in compliance with the provisions of

Section 1122 of the Bankruptcy Code, and that, under the plan, each holder of a
claim or interest within each impaired class either accepts the plan or receives
or retains cash or property of a value, as of the date the plan becomes
effective, that is not less than the value such holder would receive or retain
if the debtor were liquidated under Chapter 7 of the Bankruptcy Code. A
bankruptcy court may conclude that the feasibility test and other requirements
of Section 1129 of the Bankruptcy Code have not been met with respect to the
prepackaged plan.

If the prepackaged plan is filed, modifications thereto may be required for
confirmation, and such modifications may require a resolicitation of votes on
the prepackaged plan. We believe that, if the prepackaged plan is confirmed, it
would not be followed by a liquidation or an immediate need for further
financial reorganization and that holders of claims and interests in any
impaired class would receive or retain value that is not less than the value
such holders would receive or retain if we were liquidated under Chapter 7 of
the Bankruptcy Code.

IF THE PREPACKAGED PLAN CANNOT BE CONFIRMED, OUR REORGANIZATION CASE MAY BE
CONVERTED TO A CASE UNDER CHAPTER 7 OF THE BANKRUPTCY CODE.

If no plan can be confirmed, our reorganization case may be converted to a
case under Chapter 7 of the Bankruptcy Code, pursuant to which a trustee would
be appointed or elected to liquidate our assets for distribution in accordance
with the priorities established by the Bankruptcy Code. A discussion of the
effects that a Chapter 7 liquidation would have on the recoveries of holders of
claims and interests and our liquidation analysis are set forth under 'The
Prepackaged Plan —-- Liquidation Analysis' on page 55. We believe that
liquidation under Chapter 7 would result in no distributions being made to
holders of our preferred stock and common stock.

THE BANKRUPTCY COURT MAY DISAGREE WITH OUR CLASSIFICATION OF CLAIMS AND
INTERESTS.

Section 1122 of the Bankruptcy Code provides that a plan may place a claim
or an interest in a particular class only if such claim or interest is
substantially similar to the other claims or interests of such class. We believe
that the classification of claims and interests under the

11

prepackaged plan complies with the requirements set forth in the Bankruptcy
Code; however, once a Chapter 11 case has been commenced a claim or interest
holder could challenge the classification. In such event, the cost of the
prepackaged plan and the time needed to confirm the prepackaged plan would
increase and the bankruptcy court may not agree with our classification of
claims and interests.

If the bankruptcy court concludes that the classification of claims and
interests under the prepackaged plan does not comply with the requirements of
the Bankruptcy Code, we may need to modify the prepackaged plan. Such
modification could require a resolicitation of votes on the prepackaged plan. If
the bankruptcy court determined that our classification of claims and interests
was not appropriate, the prepackaged plan may not be confirmed.

THE BANKRUPTCY COURT MAY FIND THE SOLICITATION OF ACCEPTANCES INADEQUATE.
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Usually, a plan of reorganization is filed and votes to accept or reject the
plan are solicited after the filing of a petition commencing a Chapter 11 case.
Nevertheless, a debtor may solicit votes prior to the commencement of a
Chapter 11 case in accordance with Section 1126 (b) of the Bankruptcy Code and
Bankruptcy Rule 3018 (b). Section 1126 (b) of the Bankruptcy Code and Bankruptcy
Rule 3018 (b) require that:

the plan of reorganization be transmitted to substantially all creditors
and other interest holders entitled to vote;

the time prescribed for voting is not unreasonably short; and

the solicitation of votes is in compliance with any applicable
nonbankruptcy law, rule or regulation governing the adequacy of disclosure
in such solicitation or, if no such law, rule or regulation exists, votes
be solicited only after the disclosure of adequate information.

Section 1125(a) (1) of the Bankruptcy Code describes adequate information as
information of a kind and in sufficient detail as would enable a hypothetical
reasonable investor typical of holders of claims and interests to make an
informed judgment about the plan. With regard to solicitation of votes prior to
the commencement of a bankruptcy case, if the bankruptcy court concludes that
the requirements of Bankruptcy Rule 3018 (b) have not been met, then the
bankruptcy court could deem such votes invalid, whereupon the prepackaged plan
could not be confirmed without a resolicitation of votes to accept or reject the
prepackaged plan. While we believe that the requirements of Section 1126(b) of
the Bankruptcy Code and Bankruptcy Rule 3018 will be met, the bankruptcy court
may not reach the same conclusion.

OUR FUTURE OPERATIONAL AND FINANCIAL PERFORMANCE MAY VARY MATERIALLY FROM THE
FINANCIAL PROJECTIONS.

We have prepared the financial projections contained in this Proxy Statement
as required by the 'feasibility test' of Section 1129 of the Bankruptcy Code.
See 'The Prepackaged Plan -- Confirmation of the Prepackaged Plan —-- Feasibility
of the Prepackaged Plan.' These projections are based upon a number of
assumptions and estimates, including that the restructuring will be implemented
in accordance with its current terms.

Financial projections are necessarily speculative in nature and one or more
of the assumptions and estimates underlying these projections may prove not to
be valid. The assumptions and estimates underlying these projections are
inherently uncertain and are subject to significant business, economic and
competitive risks and uncertainties, many of which are beyond our control. See
'Risk Factors —-- Risks Related to Our Business.' For example, as of
December 31, 2002, we had 29,947 subscribers. Our projections assume that our
gross additional subscribers will be 300,000 in 2003, 1.0 million in 2004, 1.7
million in 2005 and 2.3 million in 2006. Accordingly, our financial condition
and results of operations following the restructuring may vary significantly
from those set forth in the financial projections. Consequently, the financial
projections should not be regarded as a representation by us, our advisors or
any other person that the projections will be achieved. Holders are cautioned
not to place undue reliance on the financial projections. See 'Unaudited
Projected Consolidated Financial Information.'
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RISKS RELATED TO OUR BUSINESS
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OUR BUSINESS MIGHT FAIL EVEN AFTER THE RESTRUCTURING.

We were a development stage company until early 2002. We began generating
revenues on February 14, 2002, although, to date, these revenues have not been
significant. Our ability to generate significant revenues and ultimately to
become profitable will depend upon several factors, including whether we can
attract and retain a sufficient number of subscribers and advertisers to our
satellite radio service and whether we compete successfully. As of December 31,
2002, we had 29,947 subscribers.

We cannot estimate with any certainty the consumer demand for our service or
the degree to which we will meet that demand. Among other things, consumer
acceptance will depend upon whether we obtain, produce and market high quality
programming consistent with consumers' tastes; the willingness of consumers to
pay subscription fees to obtain satellite radio; the cost and availability of
our radios; our marketing and pricing strategy; and the marketing and pricing
strategy of our direct competitor, XM Radio. If demand for our service does not
develop as expected, we may not be able to generate enough revenues to become
profitable or to generate positive cash flow.

WE WILL NEED ADDITIONAL FINANCING AFTER THE RESTRUCTURING TO OPERATE OUR SERVICE
AND ADDITIONAL FINANCING MIGHT NOT BE AVAILABLE.

Following consummation of the restructuring, we expect to have sufficient
cash to cover our funding needs only into the second quarter of 2004. After
giving effect to the restructuring, we anticipate that we can achieve cash flow
breakeven with further additional funding of approximately $75 million. This
amount 1is an estimate and may change. However, if the number of actual
subscribers, or the cost to acquire each new subscriber, differs substantially
from our expectations, we may need substantial additional funding.

We plan to raise future funds by selling debt or equity securities, or both,
publicly and/or privately, and by obtaining loans or other credit lines from
banks or other institutions. We may not be able to raise sufficient funds on
favorable terms or at all. If we fail to obtain any necessary financing on a
timely basis, then our business would be materially impacted and we could
default on commitments to our distribution partners, creditors or others, and
may have to discontinue operations or seek a purchaser for our business or
assets.

OUR SUBSTANTIAL INDEBTEDNESS WILL ADVERSELY AFFECT OUR FINANCIAL CONDITION IF WE
FAIL TO COMPLETE THE RESTRUCTURING.

As of September 30, 2002, we had total indebtedness of $683.6 million and we
had stockholders' equity of $170.4 million. We have significant principal
payments under our indebtedness coming due in the next several years. Unless we
complete the restructuring, we will be required to make the following principal
payments on our long-term debt: $49.8 million in the remainder of 2003 (which
includes $15.0 million due but not paid in 2002); $38.5 million in 2004; $111.7
million in 2005; $280.4 million in 2007; and $216.5 million in the aggregate
thereafter. Our substantial indebtedness has important consequences. For
example, it:

increases our vulnerability to general adverse economic and industry
conditions;

requires us to dedicate a substantial portion of our cash to payments on
our indebtedness, thereby reducing the cash available to fund working
capital, capital expenditures, research and development efforts and other
general corporate purposes;
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limits our flexibility in planning for, or reacting to, changes in our
business and industry; and

limits our ability to raise additional capital.

At December 31, 2002, we had approximately $180 million of available cash,
cash equivalents, marketable securities and restricted investments. However,
with the consent of the parties to the lockup agreement, we chose not to make
any payments in respect of our debt in order to conserve our cash to allow us to
continue to develop our business and attempt to complete the restructuring.
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RISKS RELATED TO RELATIONSHIPS WITH STOCKHOLDERS, AFFILIATES AND RELATED PARTIES

IF THE RESTRUCTURING IS COMPLETED, A SMALL NUMBER OF STOCKHOLDERS WILL CONTINUE
TO CONTROL A SIGNIFICANT PORTION OF OUR STOCK.

Upon completion of the restructuring, and assuming all of our debt
securities are exchanged for common stock and assuming the exercise of the
warrants issued in the restructuring, Oppenheimer, Lehman, Apollo, Blackstone,
Loral and Continental Casualty Company will be our largest stockholders and will
beneficially own approximately 23%, 13%, 11%, 10%, 6% and 6% of our outstanding
common stock, respectively. As a result, these stockholders have significant
voting power with respect to the ability to:

authorize additional shares of capital stock;

amend our certificate 