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Ashland Inc.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To be held January 30, 2003

To our Shareholders:

Ashland Inc. will hold its Annual Meeting of Shareholders on Thursday, January 30, 2003, at 10:30 a.m. Eastern Standard Time at the
Metropolitan Club, 50 E. RiverCenter Boulevard, Covington, Kentucky. Ashland�s shareholders will act on the following matters at the Annual
Meeting or any adjournment of that meeting:

(1) To elect four directors: Roger W. Hale, Patrick F. Noonan, Jane C. Pfeiffer and George A. Schaefer, Jr.;

(2) To ratify the appointment of Ernst & Young as independent auditors for fiscal 2003; and

(3) To consider any other business properly brought before the Annual Meeting.

Only shareholders of record at the close of business on November 25, 2002 are entitled to vote at the Annual Meeting or any adjournment of that
meeting. If you are a participant in Ashland�s Employee Savings Plan or Leveraged Employee Stock Ownership Plan (the �LESOP�), your vote
will constitute voting instructions to the Trustee of the respective plan concerning shares held in your account.

In order that your Ashland Common Stock may be represented at the Annual Meeting, please vote in person, by telephone, over the Internet or
by mailing your proxy card. Our proxy tabulator, National City Bank or its agent, must receive all voting instructions to the Trustees of the
Employee Savings Plan and the LESOP, whether given by telephone, over the Internet or by mail, before midnight Eastern Standard Time on
Monday, January 27, 2003, and all other votes which are submitted by telephone or over the Internet, before midnight Eastern Standard Time on
Wednesday, January 29, 2003.

By Order of the Board of Directors,

RICHARD P. THOMAS
Vice President and Secretary

Covington, Kentucky
December 6, 2002
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Ashland Inc.
PROXY STATEMENT

for

ANNUAL MEETING OF SHAREHOLDERS

QUESTIONS AND ANSWERS ABOUT THE MEETING

Q: What am I voting on?

A:    (1) Election of four directors (Roger W. Hale, Patrick F. Noonan, Jane C. Pfeiffer and George A. Schaefer, Jr.); and

(2) Ratification of Ernst & Young (�E&Y�) as Ashland�s independent auditors for fiscal 2003.

Q: Who is entitled to vote at the Annual Meeting?

A: Shareholders at the close of business on November 25, 2002 (the �Record Date�), are entitled to vote at the Annual Meeting. Each share of
Ashland Common Stock is entitled to one vote.

Q: Who can attend the Annual Meeting?

A: All Ashland shareholders on the Record Date are invited to attend the Annual Meeting, although seating is limited. If your shares are held
in the name of a nominee (e.g., through a bank or broker), you will need to bring a proxy or letter from that nominee that confirms you are
the beneficial owner of those shares.

Q: When will the proxy statement and form of proxy be mailed to Ashland shareholders?

A: The proxy statement and form of proxy will be mailed to Ashland shareholders on or about December 12, 2002.

Q: How do I vote?

A: If your shares are registered in the name of a nominee, follow the instructions provided by your nominee to vote your shares. If your shares
are registered in your name:

You may vote in person at the Annual Meeting.

You may vote by telephone.    You may vote by telephone regardless of whether you receive your annual meeting materials through the mail or
over the Internet. Simply follow the instructions on your proxy card or electronic access notification. If you vote by telephone, you should not
vote over the Internet or mail in your proxy card.

You may vote over the Internet.    You may vote over the Internet regardless of whether you receive your annual meeting materials through the
mail or over the Internet. Simply follow the instructions on your proxy card or electronic access notification. If you vote over the Internet, you
should not vote by telephone or mail in your proxy card.

You may vote by mail.    If you received a proxy card through the mail, simply complete and sign your proxy card and mail it in the enclosed
prepaid and addressed envelope. If you mark your voting instructions on the proxy card, your shares will be voted as you instruct. If no voting
specification is made on your signed and returned proxy card, James J. O�Brien or Richard P. Thomas, as proxies named on the proxy card, will
vote FOR the election of the four director nominees and FOR the ratification of E&Y.
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Q: Can I change my vote once I vote by mail, by telephone or over the Internet?

A: Yes. You have the right to change or revoke your proxy (1) at any time before the Annual Meeting by (a) notifying Ashland�s Secretary in
writing, (b) returning a later-dated proxy card, or (c) entering a later-dated telephone or Internet vote; or (2) voting in person at the Annual
Meeting. However, any changes or revocations of voting instructions to the Trustees of the Leveraged Employee Stock Ownership Plan
(the �LESOP�) and Ashland�s Employee Savings Plan (the �Employee Savings Plan�) must be received by our proxy tabulator, National City
Bank or its agent, before midnight Eastern Standard Time on Monday, January 27, 2003.

Q: Who counts the vote?

A: Representatives of National City Bank or its agent will tabulate the votes and will act as the inspector of election.

Q: Is my vote confidential?

A: Yes. Your vote is confidential.

Q: What shares are included in the proxy card?

A: Your proxy card represents all shares of Ashland Common Stock that are registered in your name and any shares you hold in Ashland�s
Open Enrollment Dividend Reinvestment and Stock Purchase Plan (the �DRP�), the LESOP or the Employee Savings Plan. If your shares
are held through a nominee, you will receive either a voting instruction form or a proxy card from the nominee to vote your shares.

Q: How do I vote my shares in the DRP?

A: Shares of Ashland Common Stock credited to your account in the DRP will be voted by National City Bank, the plan administrator, in
accordance with your voting instructions.

Q: How will the Trustees of the Employee Savings Plan and the LESOP vote?

A: Each participant in the Employee Savings Plan or the LESOP will instruct the Trustees how to vote the shares of Ashland Common Stock
credited to the participant�s account in each plan. This instruction also applies to a proportionate number of those shares of Ashland
Common Stock allocated to participants� accounts but for which voting instructions are not timely received by the Trustees. These shares
are referred to as Non-Directed shares. Each participant who gives the Trustees such an instruction acts as a named fiduciary for the plans
under the Employee Retirement Income Security Act of 1974, as amended (�ERISA�).

Q: Can a plan participant vote the Non-Directed shares differently from shares credited to his or her account?

A: Yes. Any participant in the Employee Savings Plan or the LESOP who wishes to vote the Non-Directed shares differently from the shares
credited to his or her account or who wishes not to vote the Non-Directed shares at all may do so by requesting a separate voting
instruction card from National City Bank, Corporate Trust Administration, Dept. 3116, 629 Euclid Avenue, Suite 635, Cleveland, Ohio
44114-3484, Attn: Laura S. Kress.

Q: What constitutes a quorum?

A: As of the Record Date, 68,242,372 shares of Ashland Common Stock were outstanding. A majority of the outstanding shares present in
person or by proxy is required to constitute a quorum to transact business at the Annual Meeting. If you vote in person, by telephone, over
the Internet or by returning a properly executed proxy card, you will be considered a part of that quorum. Abstentions and broker
non-votes (i.e., when a broker does not have authority to vote on a specific issue) will be treated as present for the purpose of determining
a quorum but as unvoted shares for the purpose of determining the approval of any matter submitted to the shareholders for a vote.
Abstentions and broker non-votes will have no effect on the election of directors or matters decided by a plurality vote.
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Q: What vote is required for passage of each of the proposals up for consideration at the Annual Meeting?

A:    (1) Election of directors � Under Ashland�s By-laws, the four nominees receiving the greatest number of votes will be elected directors at
the Annual Meeting.

(2) Ratification of auditors � Submission of the appointment of E&Y to Ashland�s shareholders is not required. However, the appointment
will be deemed ratified if votes cast in its favor exceed votes cast against it.

Q: Where can I find the voting results of the meeting?

A: We intend to announce preliminary voting results at the meeting. We will publish the final results in a press release or in our Quarterly
Report on Form 10-Q for the first quarter of fiscal 2003. You can obtain a copy of the Form 10-Q by logging on to our website at
www.ashland.com, by calling the Securities and Exchange Commission (the �SEC�) at 1-800-SEC-0330 for the location of the nearest
public reference room, or through the EDGAR system at www.sec.gov.

Q: May I receive future shareholder communications over the Internet?

A: Yes. You may consent to access future shareholder communications (e.g., annual reports, proxy statements, and interim communications)
from us or on our behalf over the Internet instead of receiving those documents in the mail. Providing such communications over the
Internet will reduce our printing and postage costs and the number of paper documents you would otherwise receive. If you give your
consent, in the future, when, and if, material is available over the Internet, you will receive notification which will contain the Internet
location of the material. There is no cost to you for this service other than charges you may incur from your Internet, telephone and/or
cable provider. Once you give your consent, it will remain in effect until you inform us otherwise. To give your consent, if your shares are
registered in your name, follow the prompts when you vote by telephone or over the Internet or check the appropriate box located at the
bottom of the proxy card when you vote by mail. If your shares are registered in the name of a nominee, follow the directions provided by
such nominee if this option is available. Paper copies of shareholder communications may be requested by contacting National City Bank
at 1-800-622-6757.
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ITEMS TO BE VOTED ON BY SHAREHOLDERS

Item 1:    Election of Directors

The Board of Directors is currently made up of thirteen directors, divided into three classes. The four individuals nominated for election as Class
II directors at the 2003 Annual Meeting are: Roger W. Hale, Patrick F. Noonan, Jane C. Pfeiffer and George A. Schaefer, Jr.  Messrs. Hale and
Noonan and Mrs. Pfeiffer are all continuing directors; Mr. Schaefer has been nominated for election to fill a new position on the Board of
Directors. The Governance and Nominating Committee (�G&N Committee�) has confirmed that all four nominees will be available for election as
directors and recommends them for election. The nominees will be elected to serve a three-year term until the 2006 Annual Meeting. However,
under the Board�s current retirement policy, it is anticipated that Mrs. Pfeiffer will retire at the 2005 Annual Meeting after serving two years of
her three-year term. Frank C. Carlucci and James B. Farley, Class I Directors, and Samuel C. Butler, a Class III Director, will retire from the
Board of Directors on January 30, 2003. Upon the retirement of these directors, it is the intention of the Board of Directors to fix the number of
directors at eleven members, subject to increase or decrease pursuant to Ashland�s By-laws. A director elected to fill a vacancy on the Board
serves for the remainder of the full term of the class of directors in which the vacancy occurred and until the director�s successor is elected and
qualified.

Shareholders may vote for no more than four directors at the Annual Meeting. Pursuant to Ashland�s By-laws, the four nominees receiving the
greatest number of votes will be elected. If no voting specification is made on a properly returned or voted proxy card, James J. O�Brien and
Richard P. Thomas (proxies named on the proxy card) will vote FOR the election of the four nominees. If any of the nominees should be unable
or unwilling to stand for election at the time of the Annual Meeting, the proxies may vote for a replacement nominee recommended by the Board
of Directors, or the Board of Directors may reduce the number of directors to be elected at the Annual Meeting. At this time, the Board of
Directors knows of no reason why any of the nominees may not be able to serve as a director if elected.

A description of each of Ashland�s directors and nominees, and a description of the committees of the Board of Directors, can be found on pages
6 through 10 of this Proxy Statement. For a report on the Ashland Common Stock ownership of Ashland�s directors, nominees and certain
officers, see the �Stock Ownership� chart on page 14 of this Proxy Statement.

Item 2:    Ratification of Auditors

On the recommendation of the Audit Committee, the Board of Directors has approved the appointment of E&Y to audit Ashland�s accounts for
fiscal 2003, subject to approval by the shareholders at the Annual Meeting. Fees (including out-of-pocket costs) paid to E&Y for fiscal 2002
totaled $5,439,000, including the following:

� audit fees of $2,578,000 for auditing Ashland�s consolidated financial statements;

� audit-related fees of $1,687,000; and

� fees of $1,174,000 for tax-related services.

No fees were paid to E&Y during 2002 for information systems design and implementation.

In accordance with SEC rules, audit fees shown above include only the estimated costs of E&Y�s audit of Ashland�s consolidated financial
statements. E&Y also audits Ashland�s foreign subsidiaries and captive insurance companies (statutory requirements), the APAC subsidiaries
(state prequalification bidding requirements), and the Ashland Inc. Employee Savings Plan (SEC requirements and Department of Labor rules
and regulations). Under SEC rules, the costs of these other required audits are shown above as audit-related fees. Audit-related fees also include
amounts paid to E&Y for assistance related to financial accounting and reporting issues (including the adoption of any new accounting
standards) and for reviews of registration statements. Fees for tax-related services are principally for assistance with tax planning and
compliance matters.
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The Audit Committee and Board of Directors believe that E&Y has invaluable long-term knowledge of Ashland. While preserving that
knowledge, partners and employees of E&Y engaged in audits of Ashland are periodically changed, giving Ashland access to new expertise and
experience. Representatives of E&Y will attend the Annual Meeting to respond to questions from shareholders and will be given the opportunity
to make a statement.

Although the Board of Directors is not required to submit the appointment of E&Y to a shareholder vote, the Board of Directors will reconsider
that appointment if it is not ratified by the shareholders. The appointment will be deemed ratified if votes cast in its favor exceed votes cast
against it. Abstentions will not be counted as votes cast either for or against the proposal.

The Board of Directors recommends that shareholders vote FOR the ratification of E&Y as Ashland�s independent auditors for fiscal
2003.

5

Edgar Filing: ASHLAND INC - Form DEF 14A

8



ASHLAND INC.�S BOARD OF DIRECTORS

NOMINEES FOR ELECTION AT THE 2003 ANNUAL MEETING

Class II Directors
(Term expiring in 2006)

Roger W. Hale Director since 2001
Mr. Hale, 59, is the retired Chairman and Chief Executive Officer of LG&E Energy Corporation. He is a Director
of H&R Block Inc. and a Trustee of Centre College.

Patrick F. Noonan Director since 1991
Mr. Noonan, 60, is Chairman of The Conservation Fund. He is a Director of International Paper Company, Saul
Centers REIT and a Trustee of The National Geographic Society.

Jane C. Pfeiffer Director since 1982
Mrs. Pfeiffer, 70, is a management consultant in Vero Beach, Florida. She is a Director of International Paper
Company, J.C. Penney Company, Inc. and The MONY Group, a Trustee of the University of Notre Dame and a
Member of the Council on Foreign Relations.

George A. Schaefer, Jr.     
To be elected at the

Annual Meeting
Mr. Schaefer, 57, is President and Chief Executive Officer of Fifth Third Bancorp and Fifth Third Bank. He is a
Director of Anthem, Inc. and Chairman of the Board of Trustees of the University of Cincinnati.
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CONTINUING DIRECTORS NOT UP FOR ELECTION AT THE

2003 ANNUAL MEETING

Class III Directors
(Term expiring in 2004)

Ernest H. Drew Director since 1998
Dr. Drew, 65, is the retired Chief Executive Officer of the Westinghouse Industries & Technology Group. He is a
Director of Public Service Enterprise Group, Thomas & Betts Corporation and UQM Technologies, Inc.

Mannie L. Jackson Director since 1994
Mr. Jackson, 63, is Chairman, Chief Executive Officer and majority owner of the Harlem Globetrotters
International, Inc.

Theodore M. Solso Director since 1999
Mr. Solso, 55, is Chairman of the Board and Chief Executive Officer of Cummins Inc. He is a Director of Irwin
Financial Corporation and a Trustee of DePauw University.

Michael J. Ward Director since 2001
Mr. Ward, 52, is President and a Director of CSX Corporation. He is also a member of the Florida Council of
100.
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Class I Directors
(Term expiring in 2005)

Bernadine P. Healy, M.D. Director since 1998
Dr. Healy, 58, is a columnist on health and medicine for U.S. News and World Report. She is the former
President and Chief Executive Officer of the American Red Cross from 1999 to 2001 and Dean, College of
Medicine and Public Health, and Professor of Medicine, The Ohio State University from 1995 to 1999. She is a
Director of Invacare, Inc. and Medtronic, Inc. and a Trustee of Battelle Memorial Institute.

James J. O�Brien Director since 2002
Mr. O�Brien, 48, is Chairman of the Board and Chief Executive Officer of Ashland. During the past calendar year,
he has served as President, Chief Operating Officer, Senior Vice President and Group Operating Officer of
Ashland. He was President of the Valvoline Company from 1995 to 2001. He is the Chairman of the Board of
Trustees of Midway College.

W. L. Rouse, Jr. Director since 1987
Mr. Rouse, 70, is the retired Chairman of the Board, President and Chief Executive Officer of First Security
Corporation. He is a Director of Kentucky-American Water Company and a Trustee of Transylvania University.
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COMMITTEES OF THE BOARD OF DIRECTORS

The Board of Directors has five committees: Audit Committee, Finance Committee, Governance and Nominating Committee, Personnel and
Compensation Committee and Public Policy-Environmental Committee. Membership in those committees is reflected in the following chart:

Audit
Committee

Finance
Committee

Governance and
Nominating
Committee

Personnel and
Compensation

Committee

Public
Policy-  Environmental

Committee

Samuel C. Butler(1) X X*
Frank C. Carlucci(1) X X
Ernest H. Drew X* X
James B. Farley(1) X X X
Roger W. Hale X X
Bernadine P. Healy X X*
Mannie L. Jackson X X*
Patrick F. Noonan X X
Jane C. Pfeiffer X X X
W. L. Rouse, Jr. X* X X
Theodore M. Solso X X
Michael J. Ward X X

* Indicates Committee Chairman

(1) Messrs. Butler, Carlucci and Farley will retire January 30, 2003.

The Audit Committee provides a direct and open avenue of communication between Ashland�s internal auditors, its independent auditors and
the Board of Directors; recommends the selection of Ashland�s independent auditors; approves the audit fees and the services provided by the
independent auditors; directs and reviews the scope and findings of external and internal audits; and reviews the adequacy of Ashland�s policies,
procedures and internal controls.

The Finance Committee reviews Ashland�s financial policies, needs and structure; oversees significant financial issues such as capital structure,
dividend action, offerings of Ashland debt or equity securities and major borrowings by Ashland; reviews financial audits of capital
expenditures; and oversees the funding policy for employee benefit plans.

The Governance and Nominating Committee recommends nominees for the Board of Directors; the desirable size and composition of the
Board of Directors; and the elements of director compensation. It also oversees the Board of Directors� annual review of director performance.

Ashland selects each director nominee based on the nominee�s skills, achievements and experience. The G&N Committee considers candidates
recommended by other directors, employees and shareholders. Written suggestions for candidates should be sent to the Secretary of Ashland
Inc., 50 E. RiverCenter Boulevard, P.O. Box 391, Covington, Kentucky 41012-0391.

In order to nominate a director at an Annual Meeting, Ashland�s By-laws require that a shareholder provide written notice of intent to nominate a
director not later than 90 days prior to the Annual Meeting (if the Annual Meeting is held on the last Thursday in January). For an Annual
Meeting held earlier than the last Thursday in January, notice must be given within 10 days of the first public disclosure of the date of the
Annual Meeting. Public disclosure may include a public filing with the SEC.

The notice must contain the following information:

� The name and address of the shareholder who intends to make the nomination and the name and address of the person(s) to be
nominated;
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� A representation that the shareholder is a shareholder of record of Ashland Common Stock entitled to vote at such meeting and that the
shareholder intends to appear in person or by proxy to make the nomination(s) specified in the notice;

� A description of all arrangements or understandings between the shareholder and each nominee and any other person(s) pursuant to
which the nomination(s) are to be made by the shareholder. The other person(s) must be named in the notice;

� Information about each nominee that would be required in a proxy statement, according to the rules of the SEC, had the nominee been
proposed by the Board of Directors;

� The consent of each nominee to serve as a director if so elected; and

� A representation as to whether or not the shareholder will solicit proxies in support of his or her nominee(s).

The chairman of any meeting of shareholders to elect directors and the Board of Directors may refuse to acknowledge any nomination that is not
made in compliance with the procedure described above or if the shareholder fails to comply with the representations set forth in the notice.

The Personnel and Compensation Committee approves salaries of corporate officers and participation in, and awards under, Ashland�s
incentive plans. It oversees compensation, hiring and performance evaluation policies. The Personnel and Compensation Committee (the �P&C
Committee�) also oversees the administration of various employee compensation, benefit and retirement plans.

The Public Policy-Environmental Committee monitors public issues that have an impact on Ashland and oversees Ashland�s environmental,
health and safety compliance practices.

MEETINGS OF THE BOARD OF DIRECTORS AND COMMITTEES

During fiscal 2002, ten meetings of the Board of Directors were held. The Audit Committee met five times. The G&N Committee met three
times. The P&C Committee met seven times. The Finance Committee and the Public Policy-Environmental Committee each met two times.
Each current director attended at least 75% of the total meetings of the Board of Directors and the committees on which he or she served.
Overall attendance at Board of Directors and committee meetings was 97%.

AUDIT COMMITTEE REPORT

The Audit Committee is composed of six independent directors and operates under a written charter adopted by the Board of Directors. The
Audit Committee assists in fulfilling the oversight responsibilities of the Board of Directors relating to Ashland�s financial reporting process, its
systems of internal accounting and financial controls, the internal audit function, the independent audit of its consolidated financial statements
and its legal compliance programs. During fiscal 2002, the Audit Committee met five times.

E&Y, independent auditors, were engaged to audit Ashland�s consolidated financial statements and to issue an opinion on whether such
statements present fairly, in all material respects, Ashland�s consolidated financial position, results of operations and cash flows in conformity
with accounting principles generally accepted in the United States. The Audit Committee reviewed and discussed the audited financial
statements with Ashland�s management. The Audit Committee further reviewed E&Y�s judgment as to the quality and acceptability of Ashland�s
accounting principles and such other matters as are required to be discussed with the Audit Committee under auditing standards generally
accepted in the United States. In addition, the Audit Committee reviewed E&Y�s independence from management and Ashland including the
matters in the written disclosures required by the Independence Standards Board.
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The Audit Committee also discussed with Ashland�s internal and independent auditors the overall scopes and plans for their respective audits.
The Audit Committee meets with the internal and independent auditors, with and without management present, to discuss the results of their
examinations, their evaluations of Ashland�s internal controls, and the overall quality of Ashland�s financial reporting.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board of Directors (and the Board has
approved) that Ashland�s consolidated financial statements be accepted for inclusion in its Annual Report on Form 10-K for the year ended
September 30, 2002 for filing with the SEC. The Audit Committee and the Board of Directors have also recommended, subject to shareholder
ratification, the selection of E&Y as Ashland�s independent auditors for fiscal 2003.

AUDIT COMMITTEE
W. L. Rouse, Jr., Chairman
Samuel C. Butler
Roger W. Hale
Bernadine P. Healy
Patrick F. Noonan
Michael J. Ward

COMPENSATION OF DIRECTORS

Annual Retainer and Meeting Fees.    Non-employee directors receive an annual retainer of $56,000. If the non-employee director has not met
his or her minimum stock ownership guidelines, the annual retainer must, pursuant to the Ashland Inc. Deferred Compensation Plan for
Non-Employee Directors (the �Directors� Deferral Plan�), either be (i) deferred into stock units (share equivalents) invested in the Ashland
Common Stock Fund or (ii) paid in Ashland Common Stock.

In addition to the annual retainer, non-employee directors receive $1,500 for each Board of Directors meeting attended and $1,000 for each
committee meeting attended. The Chairman of the Audit Committee also receives a $5,000 annual fee. Members of the Audit Committee,
including the Chairman, also receive a $1,000 fee for attendance at each quarterly Audit Committee financial review with Ashland�s
management. In fiscal 2002, four reviews were conducted. Such fees may be paid in cash, shares of Ashland Common Stock or deferred into any
investment alternative available under the Directors� Deferral Plan.

The payout of the deferred annual retainer and meeting fees occurs upon termination of service by a director. However, upon a �change in control�
of Ashland (as defined in the Directors� Deferral Plan), amounts in the directors� deferral accounts would be automatically distributed to the
director in cash.

In addition to an annual retainer and meeting fees, a non-employee director may receive compensation at the rate of $1,000 per day for services
on special assignments as directed by the Chairman of the Board of Directors. This special assignment compensation cannot be deferred.
Directors who are employees of Ashland are not additionally compensated for service on the Board of Directors or its committees.

Restricted Shares and Stock Options.    Pursuant to Ashland�s incentive plans, upon election to the Board of Directors, a new director receives
1,000 restricted shares of Ashland Common Stock. The director may be required to pay Ashland an amount equal to the par value of the
restricted shares. The restricted shares may not be sold, assigned, transferred or otherwise encumbered until the earliest to occur of: (i) retirement
from the Board of Directors; (ii) death or disability of the director; (iii) a 50% change in the beneficial ownership of Ashland; or (iv) voluntary
early retirement to enter governmental service. Under certain circumstances, the G&N Committee has discretion to limit a director�s forfeiture of
these shares if he or she leaves the Board of Directors for reasons other than those listed above.
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On January 30, 2002, the Board approved a grant of 2,500 non-qualified Ashland stock options, including restoration options, to each
non-employee director. The exercise price is $45.99 per share, which was the fair market value of Ashland Common Stock on the grant date.
The options vested on July 31, 2002, and may not be re-priced if the stock price declines below the option price.

The Board of Directors considers Ashland Common Stock ownership by directors and members of management to be of utmost importance. The
Board of Directors believes that such ownership enhances the commitment of the directors and members of management to Ashland�s future and
further aligns management�s interests with those of Ashland�s shareholders. The Board of Directors has established minimum stock ownership
guidelines for non-employee directors and certain employees which require non-employee directors to own Ashland Common Stock having a
value of at least five times their annual retainer. Each newly elected non-employee director has five years from the year elected to reach this
ownership level. All of Ashland�s current non-employee directors, other than Messrs. Hale and Ward, both elected to the Board of Directors in
2001, have attained the minimum stock ownership levels established by the Board of Directors. For further information as to these guidelines as
they pertain to Ashland�s executive officers, see the discussion under Stock Ownership Philosophy in the P&C Committee Report on Executive
Compensation on page 18 of this Proxy Statement.

Estate Enhancement Program. In 1999, the Board of Directors adopted an Estate Enhancement Program (the �Program�) for the benefit of
Ashland�s non-employee directors and executive officers. Pursuant to the Program, a participant could elect to enter into a split-dollar life
insurance arrangement with Ashland in exchange for existing deferred compensation and/or future compensation, with Ashland paying the
premiums in an amount no greater than the participant�s foregone compensation. Upon the death of the participant, or the �last to die� in the case of
a joint policy, Ashland will receive the greater of the policy�s cash surrender value or the cumulative premiums paid under the policy and the
participant�s beneficiary will receive any excess of the policy�s death benefit over the amount received by Ashland. Mr. O�Brien and one retiring
director participate in the Program.

The Program was amended in 2001 (the �Amended Program�). Under the Amended Program, an agreement is executed between Ashland and the
participant�s trust under which Ashland will make a loan to the trust equal to 1.5 times the amount of forfeited deferred compensation. The trust
must then use the loan proceeds to purchase a survivorship insurance policy on the life of the participant or the life of the participant and his or
her spouse. At the time of the death of the last insured, the trust will repay the loan from Ashland, including accumulated interest at the
applicable federal rate from the life insurance policy proceeds. No current non-employee directors or executive officers participate in the
Amended Program and non-employee directors and executive officers will be prohibited from doing so pending further clarification of the loan
prohibitions contained in the Sarbanes-Oxley Act of 2002.

Other Compensation.    In January 1997, the Board of Directors prospectively terminated the Directors� Charitable Awards Program.
Non-employee directors, who were directors at the time the program was terminated, remain eligible for the Charitable Awards Program. Under
that program, $1,000,000 is donated upon a director�s death to one or more educational organizations recommended by that director.
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ASHLAND COMMON STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

Name and Address of Beneficial Owner

Amount and Nature
of Common Stock

Beneficial Ownership
Percent of

Class of Common Stock

Capital Research and Management Company 5,778,800(1) 8.5%
333 South Hope St., 52nd Floor
Los Angeles, California 90071
KeyBank National Association 5,341,243(2) 7.8%
127 Public Square
Cleveland, Ohio 44114
AXA Financial, Inc. 4,844,614(3) 7.1%
1290 Avenue of the Americas
New York, New York 10104
Wellington Management Company, LLP 4,144,100(4) 6.1%
75 State Street
Boston, Massachusetts 02109

(1) Based upon a Form 13F filed with the SEC for the quarter ended September 30, 2002, Capital Research and Management Company
(�CRMC�) was the beneficial owner of 5,778,800 shares of Ashland Common Stock. According to information supplied to Ashland, CRMC
has, as of September 30, 2002, no voting power and sole dispositive power for its shares.

(2) As of September 30, 2002, KeyBank National Association (�KeyBank�) was the record owner of 5,341,243 shares of Ashland Common
Stock. These shares include 5,300,269 shares held by it as Trustee of the LESOP. Effective January 1, 2003, Fidelity Management Trust
Company will be the Trustee of the LESOP. KeyBank will vote shares allocated to a participant�s LESOP account as instructed by the
participant. This instruction also applies to a proportionate number of those shares of Ashland Common Stock allocated to participants�
accounts but for which voting instructions are not timely received by the Trustee. The remaining 40,974 shares held by KeyBank as of
September 30, 2002 were held by it in a variety of fiduciary capacities.

(3) Based upon a Form 13F filed with the SEC for the quarter ended September 30, 2002, AXA Financial, Inc. (�AXA�) was the beneficial
owner of 4,844,614 shares of Ashland Common Stock. According to information supplied to Ashland, AXA has, as of September 30,
2002, sole voting power for 3,218,280 shares, shared voting power for 123,727 shares, no voting power for 1,502,607 shares, and sole
dispositive power for its shares.

(4) Based upon a Form 13F filed with the SEC for the quarter ended September 30, 2002, Wellington Management Company, LLP (�WMC�)
was the beneficial owner of 4,144,100 shares of Ashland Common Stock. According to information supplied to Ashland, WMC has, as of
September 30, 2002, sole voting power for 1,251,600 shares, shared voting power for 206,100 shares, no voting power for 2,686,400
shares, sole dispositive power for 3,938,000 shares, and shared dispositive power for 206,100 shares.
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ASHLAND COMMON STOCK OWNERSHIP OF DIRECTORS
AND CERTAIN OFFICERS OF ASHLAND

The following table shows as of September 30, 2002 the common stock ownership of all directors and nominees, common stock ownership of
the executive officers of Ashland named in the Summary Compensation Table on page 21 of this Proxy Statement and common stock ownership
of the directors, nominees and executive officers of Ashland as a group.

      Common Stock Ownership      

Name of Beneficial Owner
Aggregate Number of Shares of

Common Stock Beneficially Owned

Paul W. Chellgren 846,968 (1)(2)(3)(5)(7)
James J. O�Brien 184,198 (1)(2)(3)(5)
David J. D�Antoni 247,077 (1)(2)(3)(5)
James A. Duquin 88,587 (1)(2)(3)(5)
Charles F. Potts 145,504 (1)(2)(3)(5)
Samuel C. Butler 78,744 (2)(4)(5)(6)
Frank C. Carlucci 2% Convertible Notes due

2008 67,250 67,250
21⁄2% Convertible Notes due 2009 300,000 300,000
31⁄4% Convertible Notes due 2011 — 200,000
83⁄4% Convertible Subordinated Notes due
2009 1,744 1,744

Total debt securities 426,037 626,037

Stockholders' equity:
Common stock, at par value, $0.001 per
share(3) 1,236 1,261
Additional paid-in capital(3) 2,709,708 2,805,708
Deferred compensation (49,022) (49,022)
Accumulated other comprehensive loss (26) (26)
Accumulated deficit (1,434,550) (1,434,550)

Total stockholders' equity 1,227,346 1,323,371
Total capitalization $ 1,653,383 $ 1,949,408

(1) Marketable securities are stated at market value and consist of fixed income securities with a maturity at the time
of purchase of greater than three months.

(2) Restricted investments include certificates of deposit pledged to secure our reimbursement obligations under
letters of credit required by lessors and other creditors and amounts deposited in escrow in connection with our
NFL agreement.

(3) Excludes: (a) 89,414,679 shares of common stock issuable upon the exercise of outstanding and unexercised
options and restricted stock units as of June 30, 2004, (b) 139,800,000 shares of common stock issuable upon the
exercise of warrants held by Ford Motor Company, DaimlerChrysler Corporation, the NFL, Penske, and other
partners, (c) 2,100,000 shares of common stock issuable upon the exercise of warrants held by Lehman
Commercial Paper Inc., (d) 4,296,629 shares of common stock issuable upon the exercise of other warrants,
(e) 61,274 shares of common stock issuable upon the conversion of our 83⁄4% Convertible Subordinated Notes due
2009, (f) 48,731,885 shares of common stock issuable upon the conversion of our 31⁄2% Convertible Notes due

Edgar Filing: ASHLAND INC - Form DEF 14A

17



2008, (g) 68,027,220 shares of common stock issuable upon the conversion of our 21⁄2% Convertible Notes due
2009, and (h) 45,416,690 shares of common stock issuable upon exercise of warrants held by affiliates of Apollo
Management, L.P.

S-10

Edgar Filing: ASHLAND INC - Form DEF 14A

18



CERTAIN UNITED STATES TAX CONSEQUENCES TO NON-U.S. HOLDERS

      The following summary describes the material United States federal income and estate tax consequences of the
ownership of our common stock by a Non-U.S. Holder (as defined below) as of the date hereof. This discussion does
not address all aspects of United States federal income and estate taxes and does not deal with foreign, state and local
consequences that may be relevant to such Non-U.S. Holders in light of their personal circumstances. Special rules
may apply to certain Non-U.S. Holders, such as United States expatriates, “controlled foreign corporations,” “passive
foreign investment companies,” “foreign personal holding companies,” corporations that accumulate earnings to avoid
United States federal income tax, and investors in pass-through entities that are subject to special treatment under the
Internal Revenue Code of 1986, as amended (the “Code”). Such Non-U.S. Holders should consult their own tax advisors
to determine the United States federal, state, local and other tax consequences that may be relevant to them.
Furthermore, the discussion below is based upon the provisions of the Code, and regulations, rulings and judicial
decisions thereunder as of the date hereof, and such authorities may be repealed, revoked or modified, perhaps
retroactively, so as to result in United States federal income tax consequences different from those discussed below.
Persons considering the purchase, ownership or disposition of our common stock should consult their own tax
advisors concerning the United States federal income tax consequences in light of their particular situations as
well as any consequences arising under the laws of any other taxing jurisdiction.

      If a partnership holds our common stock, the tax treatment of a partner will generally depend upon the status of the
partner and the activities of the partnership. Persons who are partners of partnerships holding our common stock
should consult their tax advisors.

      As used herein, a “U.S. Holder” of common stock means a holder that is for United States federal income tax
purposes (i) an individual citizen or resident of the United States, (ii) a corporation (or any other entity treated as a
corporation for United States federal income tax purposes) created or organized in or under the laws of the United
States, any state thereof or the District of Columbia, (iii) an estate the income of which is subject to United States
federal income taxation regardless of its source or (iv) a trust if it (X) is subject to the primary supervision of a court
within the United States and one or more United States persons have the authority to control all substantial decisions
of the trust or (Y) has a valid election in effect under applicable United States Treasury regulations to be treated as a
United States person. A “Non-U.S. Holder” is a holder (other than a partnership) that is not a U.S. Holder.

Dividends

      Dividends paid to a Non-U.S. Holder of our common stock generally will be subject to withholding of United
States federal income tax at a 30% rate or such lower rate as may be specified by an applicable income tax treaty.
However, dividends that are effectively connected with the conduct of a trade or business by the Non-U.S. Holder
within the United States and, where an income tax treaty applies, are attributable to a United States permanent
establishment of the Non-U.S. Holder, are not subject to the withholding tax, but instead are subject to United States
federal income tax on a net income basis at applicable graduated individual or corporate rates. Certain certification
and disclosure requirements must be satisfied for effectively connected income to be exempt from withholding. Any
such effectively connected dividends received by a foreign corporation may be subject to an additional “branch profits
tax” at a 30% rate or such lower rate as may be specified by an applicable income tax treaty.

      A Non-U.S. Holder of our common stock who wishes to claim the benefit of an applicable treaty rate (and avoid
backup withholding as discussed below) for dividends, will be required to (a) complete Internal Revenue Service
(“IRS”) Form W-8BEN (or other applicable form) and certify under penalties of perjury, that such holder is not a United
States person or (b) if the common stock is held through certain foreign intermediaries, satisfy the relevant
certification requirements of applicable United States Treasury regulations. Special certification and other
requirements apply to certain Non-U.S. Holders that are entities rather than individuals.
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      A Non-U.S. Holder of our common stock eligible for a reduced rate of United States withholding tax pursuant to
an income tax treaty may obtain a refund of any excess amounts withheld by filing an appropriate claim for refund
with the IRS.

Gain on Disposition of Common Stock

      A Non-U.S. Holder generally will not be subject to United States federal income tax with respect to gain
recognized on a sale or other disposition of common stock unless (i) the gain is effectively connected with a trade or
business of the Non-U.S. Holder in the United States, and, where an income tax treaty applies, is attributable to a
United States permanent establishment of the Non-U.S. Holder, (ii) in the case of a Non-U.S. Holder who is an
individual and holds our common stock as a capital asset, such holder is present in the United States for 183 or more
days in the taxable year of the sale or other disposition and certain other conditions are met, or (iii) we are or have
been a “United States real property holding corporation” for United States federal income tax purposes.

      An individual Non-U.S. Holder described in clause (i) above will be subject to tax on the net gain derived from the
sale under regular graduated United States federal income tax rates. An individual Non-U.S. Holder described in
clause (ii) above will be subject to a flat 30% tax on the gain derived from the sale, which may be offset by United
States source capital losses (even though the individual is not considered a resident of the United States). If a
Non-U.S. Holder that is a foreign corporation falls under clause (i) above, it will be subject to tax on its gain under
regular graduated United States federal income tax rates and, in addition, may be subject to the branch profits tax
equal to 30% of its effectively connected earnings and profits or at such lower rate as may be specified by an
applicable income tax treaty.

      We believe we are not and do not anticipate becoming a “United States real property holding corporation” for United
States federal income tax purposes. If we are or become a United States real property holding corporation, so long as
the common stock continues to be regularly traded on an established securities market, only a Non-U.S. Holder who
holds or held (at any time during the shorter of the five year period preceding the date of disposition or the holder's
holding period) more than 5% of our common stock will be subject to United States federal income tax on the
disposition of our common stock.

Federal Estate Tax

      Common stock held by an individual Non-U.S. Holder at the time of death will be included in such holder's gross
estate for United States federal estate tax purposes, unless an applicable estate tax treaty provides otherwise.

Information Reporting and Backup Withholding

      We must report annually to the IRS and to each Non-U.S. Holder the amount of dividends paid to such holder and
the tax withheld with respect to such dividends, regardless of whether withholding was required. Copies of the
information returns reporting such dividends and withholding may also be made available to the tax authorities in the
country in which the Non-U.S. Holder resides under the provisions of an applicable income tax treaty.

      A Non-U.S. holder will be subject to backup withholding for dividends paid to such holder unless such holder
certifies under penalty of perjury that it is a Non-U.S. holder, and the payor does not have actual knowledge or reason
to know that such holder is a United States person as defined under the Code, or such holder otherwise establishes an
exemption.

      Information reporting and, depending on the circumstances, backup withholding, will apply to the proceeds of a
sale of common stock within the United States or conducted through United States-related financial intermediaries
unless the beneficial owner certifies under penalties of perjury that it is a Non-U.S. Holder (and the payor does not
have actual knowledge or reason to
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know that the beneficial owner is a United States person) or the holder otherwise establishes an exemption.

      Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against such
holder's United States federal income tax liability provided the required information is furnished to the IRS.

UNDERWRITING

      Under the terms and subject to the conditions contained in an underwriting agreement dated the date of this
prospectus supplement, we have agreed to sell to Morgan Stanley & Co. Incorporated, and Morgan Stanley & Co.
Incorporated has agreed to purchase, 25,000,000 shares of common stock.

      The underwriting agreement provides that the obligations of the underwriter to pay for and accept delivery of the
common stock offered by this prospectus supplement and the accompanying prospectus are subject to the approval of
certain legal matters by its counsel and to certain other conditions. The underwriter is obligated to take and pay for all
of the common stock offered by this prospectus supplement and the accompanying prospectus if any shares of
common stock are taken. However, the underwriter is not required to take or pay for any shares covered by the option
of the underwriter to purchase additional shares as described below.

      The underwriter initially proposes to offer the common stock directly to the public at the public offering price
listed on the cover page of this prospectus supplement. After the common stock is released to the public, the offering
price and other selling terms may from time to time be varied by the underwriter.

      We have granted to the underwriter an option (exercisable for 30 days from the closing of this offering) to
purchase, in the event the underwriter sells more than 25,000,000 shares of common stock, up to an additional
3,750,000 shares at the public offering price set forth on the cover page of this prospectus supplement, less
underwriting discounts and commissions.

      The following table shows the total underwriting discounts and commissions to be paid to the underwriter by us
for the common stock. These amounts are shown assuming both no exercise and full exercise of the option of the
underwriter to purchase up to an additional 3,750,000 shares of common stock.

Underwriting Discounts and Commissions Paid by Us No Exercise Full Exercise

Per share $ 0.02 $ 0.02
Total $ 500,000 $ 575,000

      We have agreed, without the prior written consent of Morgan Stanley & Co. Incorporated, not to, during the
period ending 90 days after the date of this prospectus supplement:

• offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to
sell, grant any option, right or warrant to purchase, lend or otherwise transfer or dispose of directly or indirectly,
any shares of our common stock or any securities convertible into or exercisable or exchangeable for our
common stock; or

• enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic
consequences of ownership of our common stock;

whether any transaction described above is to be settled by delivery of our common stock or such other securities, in
cash or otherwise; or
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• with a limited exception to permit registered resales of certain of our securities already outstanding, file or cause
to become effective a registration statement relating to the offer and sale of any shares of our common stock or
any securities convertible into or exerciseable or exchangeable for our common stock.

      The restrictions described in the preceding paragraph do not apply to:

• the issuance and sale of the common stock offered by this prospectus supplement;
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• the concurrent offering with this common stock offering of $200 million aggregate principal amount of our
31⁄4% Convertible Notes due 2011;

• the issuance of shares of common stock upon conversion of the notes;

• the issuance of our common stock upon the exercise of options, warrants or other rights exercisable for or the
conversion of securities convertible into our common stock outstanding as of the date of this prospectus
supplement of which Morgan Stanley & Co. Incorporated has been advised in writing; and

• the issuance by us of additional options under our existing stock option plans, provided that such options are not
exercisable during such 90-day period.

      In order to facilitate the offering of the common stock, the underwriter may engage in transactions that stabilize,
maintain or otherwise affect the price of the common stock. Specifically, the underwriter may sell a greater amount of
common stock than it is obligated to purchase under the underwriting agreement, creating a short position. A short
sale is covered if the short position is no greater than the amount of common stock available for purchase by the
underwriter under its option to purchase additional common stock. The underwriter can close out a covered short sale
by exercising its option to purchase additional common stock or purchasing the common stock in the open market. In
determining the source of common stock to close out a covered short sale, the underwriter will consider, among other
things, the open market price of common stock compared to the price available under the over-allotment option. The
underwriter may also sell common stock in excess of the over-allotment option, creating a naked short position. The
underwriter must close out any naked short position by purchasing common stock in the open market. A naked short
position is more likely to be created if the underwriter is concerned that there may be downward pressure on the price
of the common stock in the open market after pricing that could adversely affect investors who purchase in the
offering. As an additional means of facilitating the offering, the underwriter may bid for, and purchase, common stock
in the open market to stabilize the price of the common stock. These activities may raise or maintain the market price
of the common stock above independent market levels or prevent or retard a decline in the market price of the
common stock. The underwriter is not required to engage in these activities, and may end any of these activities at any
time.

      We have agreed to indemnify the underwriter against certain liabilities, including liabilities under the Securities
Act.

      From time to time, Morgan Stanley & Co. Incorporated has provided, and may provide, investment banking
services to us.

LEGAL MATTERS

      The validity under state law of the common stock offered hereby has been passed upon for us by Simpson Thacher
& Bartlett LLP, New York, New York. Cravath, Swaine & Moore LLP, New York, New York, has represented the
underwriter.
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PROSPECTUS

$500,000,000

Debt Securities, Preferred Stock,
Common Stock and Warrants

We from time to time may offer:

•secured or unsecured debt securities in one or more series;
•shares of preferred stock in one or more series;
•shares of common stock;
•warrants or other rights to purchase debt securities, preferred stock or common stock or any combination of
securities; and

•any combination of debt securities, preferred stock, common stock or warrants,
at an aggregate initial public offering price not to exceed $500,000,000.

The number, amount, prices, net proceeds to Sirius Satellite Radio Inc. and specific terms of the securities will be
determined at or before the time of sale and will be set forth in an accompanying prospectus supplement.

The net proceeds to us from the sale of the securities will be the initial public offering price or the purchase price of
those securities less any applicable commission or discount, and less any other expenses we incur in connection with
the issuance and distribution of those securities.

If any agents or any underwriters are involved in the sale of the foregoing securities, their names and any applicable
commission or discount will be set forth in the accompanying prospectus supplement.

This prospectus may not be used for the sale of any securities unless it is accompanied by a prospectus supplement.
The accompanying prospectus supplement may modify or supersede any statement in this prospectus.

Nasdaq National Market trading symbol: “SIRI.”

Investing in our securities involves risk, including the risks described in the documents incorporated by
reference in this prospectus. You should carefully consider the important risk factors set forth in the
documents incorporated by reference in this prospectus and in the accompanying prospectus supplement
before investing in our securities.

      Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

The date of this prospectus is October 7, 2004.
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You should rely only on the information contained in this prospectus and the other documents to which we
have referred you. We have not authorized anyone to provide you with information that is different. This
prospectus may only be used where it is legal to sell these securities. The information in this prospectus may
only be accurate on the date of this prospectus.

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 the forward-looking statements made in this prospectus. Any statements about our
beliefs, plans, objectives, expectations, assumptions or future events or performance are not historical facts and may
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,” “intends,” “plans,” “projection” and “outlook.” Any
forward-looking statements are qualified in their entirety by reference to the factors discussed throughout this
prospectus, and particularly the risk factors described under “Risk Factors” in this prospectus. Among the significant
factors that could cause our actual results to differ materially from those expressed in the forward-looking statements
are:

• our competitive position; XM Satellite Radio, the other satellite radio service provider in the United States,
currently has substantially more subscribers than us and may have certain competitive advantages;

• our dependence upon third parties to manufacture, distribute, market and sell SIRIUS radios and components
for those radios;

• the unproven market for our service; and

• the useful life of our satellites, which have experienced circuit failures on their solar arrays and other
component failures, and are not insured.

      The risk factors referred to above could cause actual results or outcomes to differ materially from those expressed
in any forward-looking statements made by us or on our behalf. Accordingly, you should not place undue reliance on
any of these forward-looking statements. In addition, any forward-looking statement speaks only as of the date on
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which it is made, and we undertake no obligation to update any forward-looking statement or statements to reflect
events or circumstances after the date on which the statement is made, to reflect the occurrence of unanticipated
events or otherwise. 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.
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ABOUT THIS PROSPECTUS

      This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission
using a “shelf” registration process. Under this shelf process, we may sell any combination of the securities described in
this prospectus in one or more offerings up to a total dollar amount of $500,000,000. This prospectus provides you
with a general description of the securities we may offer. Each time we sell securities, we will provide a prospectus
supplement that will contain specific information about the terms of that offering. The prospectus supplement may
also add, update or change information contained in this prospectus. You should read both this prospectus and any
prospectus supplement together with the additional information described under the heading “Where You May Find
Additional Available Information About Us.”

ABOUT SIRIUS

      From our three orbiting satellites, we directly broadcast over 120 channels of digital-quality entertainment: 65
channels of 100% commercial-free music and over 50 channels of news, sports, talk, entertainment, traffic, weather
and children's programming for an effective monthly subscription fee of $11.15 for a three year plan and up to $12.95
for a monthly plan. We hold one of only two licenses issued by the Federal Communications Commission to operate a
national satellite radio system.

      On September 6, 2004, we announced that we had exceeded the 600,000 subscriber mark. Our primary sources of
revenues are subscription and activation fees. In addition, we derive revenues from selling limited advertising on our
non-music channels and the direct sale of SIRIUS radios and accessories.

      We have agreements with Ford Motor Company, DaimlerChrysler Corporation, BMW of North America, LLC,
Nissan North America, Inc., Volkswagen of America, Inc. and Porsche Cars North America, Inc. that contemplate the
manufacture and sale of vehicles that include SIRIUS radios. These alliances cover all major brands and affiliates of
these automakers, including Ford, Lincoln, Mercury, Jaguar, Land Rover, Chrysler, Mercedes, BMW, MINI, Mazda,
Dodge, Jeep, Volvo, Nissan, Infiniti, Volkswagen, Audi and Freightliner and Sterling heavy trucks. While over fifty
vehicle models are currently available with SIRIUS as a factory or dealer-installed option, none of these companies is
contractually required to manufacture or sell any minimum number of vehicles that include SIRIUS radios.

      In the autosound aftermarket, SIRIUS radios are available for sale at national and regional retailers, including Best
Buy, Circuit City, Ultimate Electronics, Tweeter Home Entertainment Group, Crutchfield, Good Guys, RadioShack
and DISH Network outlets. On June 30, 2004, SIRIUS radios were available at over 20,000 retail locations.

      SIRIUS radios are also offered to renters of Hertz vehicles at approximately 53 airport locations.

      We believe that our ability to attract and retain subscribers depends in large part on creating and sustaining
distribution channels for SIRIUS radios, both in the retail aftermarket and with automakers, and on the quality and
entertainment value of our programming.

      Sirius Satellite Radio Inc. was incorporated in the State of Delaware as Satellite CD Radio, Inc. on May 17, 1990.
On December 7, 1992, we changed our name to CD Radio Inc., and we formed a wholly owned subsidiary, Satellite
CD Radio, Inc., that is the holder of our FCC license. On November 18, 1999, we changed our name again to Sirius
Satellite Radio Inc. Our executive offices are located at 1221 Avenue of the Americas, New York, New York 10020,
our telephone number is (212) 584-5100 and our internet address is sirius.com. Sirius.com is an inactive text reference
only, meaning that the information contained on the website is not part of this prospectus and is not incorporated in
this prospectus by reference.
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RISK FACTORS

      Investing in our securities involves risk, including the risks described in the accompanying prospectus supplement
and in the documents incorporated by reference in this prospectus, including our Annual Report on Form 10-K for the
year ended December 31, 2003, our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2004 and
June 30, 2004, our Current Reports on Form 8-K dated January 15, 2004, January 27, 2004, January 28, 2004,
February 12, 2004, April 6, 2004, April 21, 2004, June 30, 2004, July 21, 2004 and October 6, 2004, and in any filings
made with the Securities and Exchange Commission after the date of this prospectus pursuant to Sections 13(a), 13(c),
14 or 15(d) of the Securities Exchange Act. You should carefully consider the risk factors before investing in our
securities.
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RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

      The following table sets forth our ratio of earnings to combined fixed charges and preferred stock dividends for
the periods indicated.

Year Ended December 31,

1999 2000 2001 2002 2003

Six Months
Ended

June 30,
2004

Ratio of earnings to fixed charges — — — — — —
Ratio of earnings to combined fixed charges and preferred stock dividends — — — — — —

      The applicable ratio was less than 1.00 for all periods.

      The ratio of earnings to fixed charges is computed by dividing our earnings, which include income before taxes
(excluding the cumulative and transition effects of accounting changes) and fixed charges, by fixed charges. The ratio
of earnings to combined fixed charges and preferred stock dividends is computed by dividing earnings by the sum of
fixed charges and dividends on preferred stock. “Fixed charges” consist of interest on debt and a portion of rentals
determined to be representative of interest. For the years ended December 31, 1999, 2000, 2001, 2002 and 2003, and
for the six months ended June 30, 2004, our earnings were insufficient to cover our fixed charges by $119.4 million,
$198.5 million, $255.0 million, $417.6 million, $214.6 million and $271.9 million, respectively. Earnings were also
inadequate to cover our combined fixed charges and preferred stock dividends over the same time periods by
$153.5 million, $247.4 million, $297.2 million, $463.6 million, $302.8 million and $271.9 million, respectively.

USE OF PROCEEDS

      Unless otherwise indicated in the applicable prospectus supplement, we will use the net proceeds from the sale of
the offered securities for general corporate purposes, including capital expenditures, the reduction of indebtedness and
other purposes. We may invest funds not required immediately for such purposes in short-term obligations or we may
use them to reduce the future level of our indebtedness.

DESCRIPTION OF DEBT SECURITIES

      The following description of the terms of the debt securities sets forth certain general terms that may apply to the
debt securities. The particular terms of any debt securities will be described in the prospectus supplement relating to
those debt securities. For purposes of this “Description of Debt Securities,” the term “Sirius” refers to our company but not
to any of its subsidiaries.

      Any senior debt securities will be issued in one or more series under an indenture, as supplemented or amended
from time to time, between us and an institution that we will name in the related prospectus supplement, as trustee.
Any subordinate debt securities will be issued in one or more series under an indenture, as supplemented or amended
from time to time, between us and an institution that we will name in the related prospectus supplement, as trustee.
For ease of reference, we will refer to the indenture relating to any senior debt securities as the senior indenture and to
the indenture relating to any subordinate debt securities as the subordinate indenture.

      This summary of the terms and provisions of the debt securities and the indentures is not necessarily complete, and
we refer you to the copy of the forms of the indentures which are filed as exhibits to the registration statement of
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which this prospectus forms a part. Whenever we refer to particular defined terms of the indentures in this section or
in a prospectus supplement, we are incorporating these definitions into this prospectus or the prospectus supplement.
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General

      The debt securities will be issuable in one or more series in accordance with an indenture supplemental to the
applicable indenture or a resolution of our board of directors or a committee of the board. Unless otherwise specified
in a prospectus supplement, each series of senior debt securities will rank equally in right of payment with all of our
other senior obligations. Each series of subordinate debt securities will be subordinated and junior in right of payment
to the extent and in the manner described in the subordinate indenture and any supplemental indenture relating to the
subordinate debt securities. Except as otherwise provided in a prospectus supplement, the indentures do not limit our
ability to incur other secured or unsecured debt, whether under the indentures, any other indenture that we may enter
into in the future or otherwise. For more information, you should read the prospectus supplement relating to a
particular offering of securities.

      The applicable prospectus supplement will describe the following terms of the series of debt securities with
respect to which this prospectus is being delivered:

• the title of the debt securities of the series and whether such series constitutes senior debt securities or
subordinated debt securities;

• any limit on the aggregate principal amount of the debt securities;

• the person to whom any interest on a debt security shall be payable, if other than the person in whose name that
debt security is registered on the regular record date;

• the date or dates on which the principal and premium, if any, of the debt securities of the series are payable or
the method of that determination or the right to defer any interest payments;

• the rate or rates (which may be fixed or variable) at which the debt securities will bear interest, if any, or the
method of determining the rate or rates, the date or dates from which such interest will accrue, the interest
payment dates on which any such interest will be payable or the method by which the dates will be determined,
the regular record date for any interest payable on any interest payment date and the basis upon which interest
will be calculated if other than that of a 360-day year of twelve 30-day months;

• the place or places where the principal of and any premium and any interest on the debt securities of the series
will be payable, if other than the Borough of Manhattan, The City of New York;

• the period or periods within which, the date or dates on which, the price or prices at which and the terms and
conditions upon which the debt securities of the series may be redeemed, in whole or in part, at our option or
otherwise;

• our obligation, if any, to redeem, purchase or repay the debt securities of the series pursuant to any sinking fund
or analogous provisions or at the option of the holders and the period or periods within which, the price or
prices at which, the currency or currencies including currency unit or units in which and the terms and
conditions upon which, the debt securities shall be redeemed, purchased or repaid, in whole or in part;

• the terms, if any, upon which the debt securities of the series may be convertible into or exchanged for other
debt securities, preferred stock or common stock of Sirius and the terms and conditions upon which the
conversion or exchange shall be effected, including the initial conversion or exchange price or rate, the
conversion or exchange period and any other additional provisions;

• the denominations in which any debt securities will be issuable, if other than denominations of $1,000 and any
integral multiple thereof;
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• any index, formula or other method used to determine the amount of payments of principal of and any premium
and interest on the debt securities;

• if the principal amount payable at the stated maturity of debt securities of the series will not be determinable as
of any one or more dates before the stated maturity, the amount that will be deemed to be the principal amount
as of any date for any purpose, including the principal amount thereof which will be due and payable upon any
maturity other than the stated maturity or which will be deemed to be outstanding as of any date (or, in any such
case, the manner in which the deemed principal amount is to be determined), and if necessary, the manner of
determining the equivalent thereof in United States currency;

• if the principal of or any premium or interest on any debt securities is to be payable, at our election or the
election of the holders, in one or more currencies or currency units other than that or those in which such debt
securities are stated to be payable, the currency, currencies or currency units in which payment of the principal
of and any premium and interest on such debt securities shall be payable, and the periods within which and the
terms and conditions upon which such election is to be made;

• if other than the principal amount thereof, the portion of the principal amount of the debt securities which will
be payable upon declaration of the acceleration of the maturity thereof or provable in bankruptcy;

• the applicability of, and any addition to or change in, the covenants and definitions then set forth in the
applicable indenture or in the terms then set forth in such indenture relating to permitted consolidations, mergers
or sales of assets;

• any changes or additions to the provisions of the applicable indenture dealing with defeasance, including the
addition of additional covenants that may be subject to our covenant defeasance option;

• whether any of the debt securities are to be issuable in permanent global form and, if so, the depositary or
depositaries for such global security and the terms and conditions, if any, upon which interests in such debt
securities in global form may be exchanged, in whole or in part, for the individual debt securities represented
thereby in definitive registered form, and the form of any legend or legends to be borne by the global security in
addition to or in lieu of the legend referred to in the applicable indenture;

• the appointment of any trustee, any authenticating or paying agents, transfer agent or registrars;

• the terms, if any, of any guarantee of the payment of principal, premium and interest with respect to debt
securities of the series and any corresponding changes to the provisions of the applicable indenture as then in
effect;

• the terms, if any, of the transfer, mortgage, pledge or assignment as security for the debt securities of the series
of any properties, assets, moneys, proceeds, securities or other collateral, including whether certain provisions
of the Trust Indenture Act are applicable and any corresponding changes to provisions of the applicable
indenture as then in effect;

• any addition to or change in the events of default with respect to the debt securities of the series and any change
in the right of the trustee or the holders to declare the principal, premium and interest with respect to the debt
securities due and payable;

• any applicable subordination provisions in addition to those set forth herein with respect to subordinated debt
securities;

•
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if the securities of the series are to be secured, the property covered by the security interest, the priority of the
security interest, the method of perfecting the security interest and any escrow arrangements related to the
security interest; and

• any other terms of the debt securities not inconsistent with the provisions of the applicable indenture.
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      We may sell debt securities at a substantial discount below their stated principal amount or debt securities that
bear no interest or bear interest at a rate which at the time of issuance is below market rates. We will describe the
material United States federal income tax consequences, accounting and other special considerations applicable to the
debt securities in the applicable prospectus supplement.

      If the purchase price of any of the debt securities is payable in one or more foreign currencies or currency units or
if any debt securities are denominated in one or more foreign currencies or currency units or if the principal of,
premium, if any, or interest, if any, on any debt securities is payable in one or more foreign currencies or currency
units, we will set forth the restrictions, elections, specific terms and other information with respect to such issue of
debt securities and such foreign currency or currency units in the applicable prospectus supplement.

Exchange, Registration, Transfer and Payment

      Unless otherwise indicated in the applicable prospectus supplement, principal, premium, if any, and interest, if
any, on the debt securities will be payable, without coupons, and the exchange of and the transfer of debt securities
will be registrable, at our office or agency maintained for such purpose in the Borough of Manhattan, The City of New
York and at any other office or agency maintained for such purpose. Unless otherwise indicated in the applicable
prospectus supplement, the debt securities will be issued in denominations of $1,000 and any integral multiples
thereof.

      Holders may present each series of debt securities for exchange as provided above, and for registration of transfer,
with the form of transfer endorsed thereon, or with a satisfactory written instrument of transfer, duly executed, at the
office of the appropriate securities registrar or at the office of any transfer agent designated by us for such purpose and
referred to in the applicable prospectus supplement, without service charge and upon payment of any taxes and other
governmental charges as described in the indenture. We will appoint the trustee of each series of debt securities as
securities registrar for such series under the indenture. If the applicable prospectus supplement refers to any transfer
agents, in addition to the securities registrar initially designated by us with respect to any series, we may at any time
rescind the designation of any such transfer agent or approve a change in the location through which any such transfer
agent acts, provided that we maintain a transfer agent in each place of payment for the series. We may at any time
designate additional transfer agents with respect to any series of debt securities.

      All moneys paid by us to a paying agent for the payment of principal, premium, if any, or interest, if any, on any
debt security which remain unclaimed for two years after such principal, premium or interest has become due and
payable may be repaid to us, and after such time, the holder of such debt security may look only to us for payment.

      In the event of any redemption, we shall not be required to (a) issue, register the transfer of or exchange debt
securities of any series during a period beginning at the opening of business 15 days before the day of the mailing of a
notice of redemption of debt securities of that series to be redeemed and ending at the close of business on the day of
such mailing or (b) register the transfer of or exchange any debt security called for redemption, except, in the case of
any debt securities being redeemed in part, any portion not being redeemed.

Book-Entry System

      The provisions set forth below in this section headed “Book-Entry System” will apply to the debt securities of any
series if the prospectus supplement relating to such series so indicates.

      Unless otherwise indicated in the applicable prospectus supplement, the debt securities of such series will be
represented by one or more global securities registered with a depositary named in the prospectus supplement relating
to such series. Except as set forth below, a global security may be transferred, in whole but not in part, only to the
depositary or another nominee of the depositary.
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      The specific terms of the depositary arrangement with respect to a series of debt securities will be described in the
prospectus supplement relating to the series. We anticipate that the following provisions will generally apply to
depositary arrangements.

      Upon the issuance of a global security, the depositary will credit, on its book-entry registration and transfer
system, the respective principal amounts of the debt securities represented by such global security to the accounts of
institutions or persons, commonly known as participants, that have accounts with the depositary or its nominee. The
accounts to be credited will be designated by the underwriters, dealers or agents. Ownership of beneficial interests in a
global security will be limited to participants or persons that may hold interests through participants. Ownership of
interests in such global security will be shown on, and the transfer of those ownership interests will be effected only
through, records maintained by the depositary (with respect to participants' interests) and such participants (with
respect to the owners of beneficial interests in such global security). The laws of some jurisdictions may require that
certain purchasers of securities take physical delivery of the securities in definitive form. These limits and laws may
impair the ability to transfer beneficial interests in a global security.

      So long as the depositary, or its nominee, is the registered holder and owner of such global security, the depositary
or such nominee, as the case may be, will be considered the sole owner and holder for all purposes of the debt
securities and for all purposes under the applicable indenture. Except as set forth below or as otherwise provided in
the applicable prospectus supplement, owners of beneficial interests in a global security will not be entitled to have the
debt securities represented by such global security registered in their names, will not receive or be entitled to receive
physical delivery of debt securities in definitive form and will not be considered to be the owners or holders of any
debt securities under the applicable indenture or such global security. Accordingly, each person owning a beneficial
interest in a global security must rely on the procedures of the depositary and, if such person is not a participant, on
the procedures of the participant through which such person owns its interest, to exercise any rights of a holder of debt
securities under the applicable indenture of such global security. We understand that under existing industry practice,
in the event we request any action of holders of debt securities or if an owner of a beneficial interest in a global
security desires to take any action that the depositary, as the holder of such global security is entitled to take, the
depositary would authorize the participants to take such action, and that the participants would authorize beneficial
owners owning through such participants to take such actions or would otherwise act upon the instructions of
beneficial owners owning through them.

      Payments of principal of and premium, if any, and interest, if any, on debt securities represented by a global
security will be made to the depositary or its nominee, as the case may be, as the registered owner and holder of such
global security, against surrender of the debt securities at the principal corporate trust office of the trustee. Interest
payments will be made at the principal corporate trust office of the trustee or by a check mailed to the holder at its
registered address. Payment in any other manner will be specified in the prospectus supplement.

      We expect that the depositary, upon receipt of any payment of principal, premium, if any, of interest, if any, in
respect of a global security, will credit immediately participants' accounts with payments in amounts proportionate to
their respective beneficial interests in the principal amount of such global security as shown on the records of the
depositary. We expect that payments by participants to owners of beneficial interests in a global security held through
such participants will be governed by standing instructions and customary practices, as is now the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
participant. Neither Sirius nor the trustee nor any agent of Sirius or the trustee will have any responsibility or liability
for any aspect of the records relating to, or payments made on account of, beneficial ownership interests in a global
security or for maintaining, supervising or reviewing any records relating to such beneficial ownership interests or for
any other aspect of the relationship between the depositary and its participants or the relationship between such
participants and the owners of beneficial interests in such global security owning through such participants.
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      Unless and until it is exchanged in whole or in part for debt securities in definitive form, a global security may not
be transferred except as a whole by the depositary to a nominee of such depositary or by a nominee of such depositary
to such depositary or another nominee of such depositary.

      Unless otherwise provided in the applicable prospectus supplement, debt securities represented by a global
security will be exchangeable for debt securities in definitive form of like tenor as such global security in
denominations of $1,000 and in any greater amount that is an integral multiple thereof if:

• the depositary notifies us and the trustee that it is unwilling or unable to continue as depositary for such global
security or if at any time the depositary ceases to be a clearing agency registered under the Exchange Act and a
successor depositary is not appointed by us within 90 days;

• we, in our sole discretion, determine not to have all of the debt securities represented by a global security and
notify the trustee thereof; or

• there shall have occurred and be continuing an event of default or an event which, with the giving of notice or
lapse of time, or both, would constitute an event of default with respect to the debt securities.

Any debt security that is exchangeable pursuant to the preceding sentence is exchangeable for debt securities
registered in such names as the depositary shall instruct the trustee. It is expected that such instructions may be based
upon directions received by the depositary from its participants with respect to ownership of beneficial interests in
such global security. Subject to the foregoing, a global security is not exchangeable except for a global security or
global securities of the same aggregate denominations to be registered in the name of the depositary or its nominee.

Option to Defer Interest Payments or to Pay-in-Kind

      If so described in the applicable prospectus supplement, we will have the right, at any time and from time to time
during the term of any series of debt securities, to defer the payment of interest for such number of consecutive
interest payment periods as may be specified in the applicable prospectus supplement, subject to the terms, conditions
and covenants, if any, specified in such prospectus supplement, provided that an extension period may not extend
beyond the stated maturity of the final installment of principal of the series of debt securities. If provided in the
applicable prospectus supplement, we will have the right, at any time and from time to time during the term of any
series of debt securities, to make payments of interest by delivering additional debt securities of the same series.

Covenants

      The covenants, if any, that will apply to a particular series of debt securities will be set forth in the indenture
relating to such series of debt securities. Except as otherwise specified in the applicable prospectus supplement with
respect to any series of debt securities, we may remove or add covenants without the consent of holders of the
securities.

Defeasance and Covenant Defeasance

      We may be discharged from our obligations on the debt securities of any series that have matured or will mature
or be redeemed within one year if we deposit with the trustee enough cash to pay all the principal, interest and any
premium due to the stated maturity date or redemption date of the debt securities and comply with certain other
conditions set forth in the applicable indenture.

      Each indenture contains a provision that permits us to elect either:

• to be discharged after 90 days from all of our obligations (subject to limited exceptions) with respect to any
series of debt securities then outstanding (“defeasance”); and/or
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• to be released from our obligations under certain covenants and from the consequences of an event of default
resulting from a breach of those covenants or cross-default (“covenant defeasance”).

To make either of the above elections, we must deposit in trust with the trustee money and/or U.S. Government
Obligations, if the debt securities are denominated in U.S. dollars, and/or Foreign Government Securities, if the debt
securities are denominated in a foreign currency, which through the payment of principal and interest under their
terms will provide sufficient money, without reinvestment, to repay in full those senior or subordinate debt securities.
As a condition to defeasance or covenant defeasance, we must deliver to the trustee an opinion of counsel that the
holders of the debt securities will not recognize income, gain or loss for federal income tax purposes as a result of the
defeasance.

      If either of the above events occur, the holders of the debt securities of the series will not be entitled to the benefits
of the indenture, except for registration of transfer and exchange of debt securities and replacement of lost, stolen or
mutilated debt securities.

Events of Default

      The following events are defined in the indentures as “Events of Default” with respect to a series of debt securities
(unless such event is specifically inapplicable to a particular series as described in the applicable prospectus
supplement):

• failure to pay any interest on any debt security of that series when due, which failure continues for 30 days;

• failure to pay principal of or any premium on any debt security of that series when due;

• failure to deposit any sinking fund payment, within 30 days of when due, in respect of any debt security of that
series;

• with respect to each series of debt securities, failure to perform any other of our covenants applicable to that
series, which failure continues for 90 days after written notice to us by the trustee or to us and the trustee by the
holders of at least 25% in principal amount of the outstanding debt securities of that series specifying such
failure, requiring it to be remedied and stating that such notice is a “Notice of Default”;

• certain events of bankruptcy, insolvency or reorganization involving us; and

• any other Event of Default provided with respect to debt securities of that series.
      If an Event of Default for any series of debt securities occurs and continues, the trustee or holders of at least 25%
in principal amount of the debt securities of that series may declare the entire principal amount of all the debt
securities of that series to be due and payable immediately. Subject to certain conditions, the declaration may be
annulled and past defaults (except uncured payment defaults and certain other specified defaults) may be waived by
the holders of a majority of the principal amount of the outstanding debt securities of that series.

      An Event of Default for a particular series of debt securities does not necessarily constitute an event of default for
any other series of debt securities issued under an indenture.

      Each indenture will require the trustee, within 90 days after the occurrence of a default known to it with respect to
any outstanding series of debt securities, to give the holders of that series notice of the default if uncured or not
waived. However, the trustee may withhold this notice if it determines in good faith that the withholding of this notice
is in the interest of those holders, except that the trustee may not withhold this notice in the case of a payment default.
The term “default” for the purpose of this provision means any event that is, or after notice or lapse of time or both
would become, an Event of Default with respect to debt securities of that series.
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      Other than the duty to act with the required standard of care during an Event of Default, a trustee is not obligated
to exercise any of its rights or powers under the applicable indenture at the request or direction of any of the holders of
debt securities, unless the holders have offered to the trustee reasonable indemnification. Each indenture provides that
the holders of a majority in
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principal amount of outstanding debt securities of any series may in certain circumstances direct the time, method and
place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or other power
conferred on the trustee.

      The senior indenture will include a covenant that we will file annually with the trustee a certificate of no default,
or specifying any default that exists.

Modification, Waiver and Meetings

      We and the trustee may enter into supplemental indentures without the consent of the holders of debt securities for
one or more of the following purposes:

• to evidence the succession of another person to us pursuant to the provisions of the applicable indenture relating
to consolidations, mergers and sales of assets and the assumption by the successor of our covenants, agreements
and obligations in the applicable indenture and in the debt securities;

• to surrender any right or power conferred upon us by the applicable indenture, to add to our covenants such
further covenants, restrictions, conditions or provisions for the protection of the holders of all or any series of
debt securities as our board of directors shall consider to be for the protection of the holders of the debt
securities, and to make the occurrence, or the occurrence and continuance, of a default in any of the additional
covenants, restrictions, conditions or provisions a default or an Event of Default under the applicable indenture
(provided, however, that with respect to any such additional covenant, restriction, condition or provision, the
supplemental indenture may provide for a period of grace after default, which may be shorter or longer than that
allowed in the case of other defaults, may provide for an immediate enforcement upon the default, may limit the
remedies available to the trustee upon the default, or may limit the right of holders of a majority in aggregate
principal amount of any or all series of debt securities to waive the default);

• to cure any ambiguity or omission or to correct or supplement any provision contained in the applicable
indenture, in any supplemental indenture or in any debt securities that may be defective or inconsistent with any
other provision contained therein, to convey, transfer, assign, mortgage or pledge any property to or with the
trustee, or to make such other provisions in regard to matters or questions arising under the applicable indenture,
in each case as shall not adversely affect the interests of any holders of debt securities of any series in any
material respect;

• to modify or amend the applicable indenture to permit the qualification of such indenture or any supplemental
indenture under the Trust Indenture Act as then in effect;

• to add guarantees with respect to any or all of the debt securities or to secure any or all of the debt securities;

• to add to, change or eliminate any of the provisions of the applicable indenture with respect to one or more
series of debt securities; so long as any such addition, change or elimination not otherwise permitted under the
applicable indenture shall (1) neither apply to any debt security of any series created before the execution of the
supplemental indenture and entitled to the benefit of the provision nor modify the rights of the holders of any
debt security with respect to the provision, or (2) become effective only when there is no such debt security
outstanding;

• to evidence and provide for the acceptance of appointment by a successor or separate trustee with respect to the
debt securities of one or more series and to add to or change any of the provisions of the applicable indenture as
shall be necessary to provide for or facilitate the administration of such indenture by more than one trustee;

• to establish the form or terms of debt securities of any series;
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• to provide for uncertificated debt securities in addition to or in place of certificated debt securities (provided that
the uncertificated debt securities are issued in registered form for purposes of Section 163(f) of the Internal
Revenue Code or in a manner such that the uncertificated debt securities are described in Section 163(f)(2)(B)
of such Code); and
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• to make any change that does not adversely affect the rights of any holder.
      Modifications and amendments of the applicable indenture may be made by us and the trustee with the consent of
the holders of a majority in principal amount of the outstanding debt securities of each series affected by such
modification or amendment; provided, however, that no such modification or amendment may, without the consent of
the holder of each outstanding debt security affected thereby:

• change the stated maturity of the principal of, or any installment of principal of or interest on, any debt security;

• reduce the principal amount of, rate of interest on or any premium payable upon the redemption of any debt
security;

• reduce the amount of principal of an original issue discount security payable upon acceleration of the maturity
thereof;

• change the place of payment where, or the coin or currency in which, any debt security or any premium or
interest thereon is payable;

• impair the right to institute suit for the enforcement of any payment on or with respect to any debt security after
the stated maturity, redemption date or repayment date;

• reduce the percentage in principal amount of outstanding debt securities of any series, the consent of whose
holders is required for modification or amendment of the applicable indenture or for waiver of compliance with
certain provisions of such indenture or for waiver of certain defaults;

• change the optional redemption or repurchase provisions in a manner adverse to any holder; or

• modify any of the provisions set forth in this paragraph, except to increase the percentage of holders whose
consent is required for modifications and amendments of the applicable indenture or to provide that certain
other provisions of the applicable indenture may not be modified or waived without the consent of the holder of
each outstanding debt security affected thereby.

      The holders of a majority in principal amount of the outstanding debt securities of each series may, on behalf of
the holders of all the debt securities of that series, waive, insofar as that series is concerned, compliance by us with
certain restrictive provisions of the applicable indenture. The holders of a majority in principal amount of the
outstanding debt securities of each series may, on behalf of all holders of debt securities of that series and any coupons
relating to such series, waive any past default under the applicable indenture with respect to debt securities of the
series, except a default (a) in the payment of principal of or any premium or interest on any debt security of such
series or (b) in respect of a covenant or provision of the applicable indenture which cannot be modified or amended
without the consent of each holder of outstanding debt securities of the affected series.

      The indentures provide that in determining whether the holders of the requisite principal amount of the
outstanding debt securities have given any request, demand, authorization, direction, notice, consent or waiver
thereunder or whether a quorum is present at a meeting of holders of debt securities:

• the principal amount of an original issue discount security that shall be deemed to be outstanding shall be the
amount of the principal thereof that would be due and payable as of the date of such determination upon
acceleration of the maturity thereof;

• the principal amount of a debt security denominated in other than U.S. dollars shall be the U.S. dollar
equivalent, determined on the date of original issuance of such debt security, of the principal amount of such
debt security (or, in the case of an original issue discount security, the U.S. dollar equivalent on the date of
original issuance of such debt security of the amount determined (as provided above) of such debt security); and
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• debt securities owned by us or any subsidiary of ours shall be disregarded and deemed not to be outstanding.
      In addition, we and the trustees may execute, without the consent of any holder of the debt securities, any
supplemental indenture for the purpose of creating any new series of debt securities.

Subordination

      Except as set forth in the applicable prospectus supplement, the subordinate indenture provides that the
subordinate debt securities are subordinate and junior in right of payment to all of our senior indebtedness.

      If an Event of Default occurs with respect to any senior indebtedness permitting the holders thereof to accelerate
the maturity thereof and the default is the subject of judicial proceedings or written notice of such Event of Default,
requesting that payments on subordinate debt securities cease, is given to us by the holders of senior indebtedness,
then unless and until (1) the default in payment or Event of Default shall have been cured or waived or (2) 120 days
shall have passed after written notice is given and the default is not the subject of judicial proceedings, no direct or
indirect payment, in cash, property or securities, by set-off or otherwise, will be made or agreed to be made on account
of the subordinate debt securities or interest thereon or in respect of any repayment, redemption, retirement, purchase
or other acquisition of subordinate debt securities.

      Except as set forth in the applicable prospectus supplement, the subordinate indenture provides that in the event
of:

• any insolvency, bankruptcy, receivership, reorganization or other similar proceeding relating to us, our creditors
or our property; or

• any proceeding for the liquidation or dissolution of Sirius,
all present and future senior indebtedness, including interest accruing after the commencement of the proceeding, will
first be paid in full before any payment or distribution, whether in cash, securities or other property, will be made by
us on account of subordinate debt securities. In that event, any payment or distribution, whether in cash, securities or
other property, other than securities of Sirius or any other corporation provided for by a plan of reorganization or a
readjustment, the payment of which is subordinate, at least to the extent provided in the subordination provisions of
the indenture, to the payment of all senior indebtedness at the time outstanding and to any securities issued in respect
thereof under any such plan of reorganization or readjustment and other than payments made from any trust described
in the “Defeasance and Covenant Defeasance” above, which would otherwise but for the subordination provisions be
payable or deliverable in respect of subordinate debt securities, including any such payment or distribution which may
be payable or deliverable by reason of the payment of any other indebtedness of ours being subordinate to the
payment of subordinated debt securities, will be paid or delivered directly to the holders of senior indebtedness or to
their representative or trustee, in accordance with the priorities then existing among such holders, until all senior
indebtedness shall have been paid in full. No present or future holder of any senior indebtedness will be prejudiced in
the right to enforce subordination of the indebtedness evidenced by subordinate debt securities by any act or failure to
act on our part.

      The term “Senior Indebtedness” means:

      (1) the principal, premium, if any, interest and all other amounts owed in respect of all our (A) indebtedness
for money borrowed and (B) indebtedness evidenced by securities, debentures, bonds or other similar
instruments;

      (2) all our capital lease obligations;
14
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      (3) all our obligations issued or assumed as the deferred purchase price of property, all our conditional sale
obligations and all our obligations under any title retention agreement (but excluding trade accounts payable
arising in the ordinary course of business);

      (4) all our obligations for the reimbursement of any letter of credit, banker's acceptance, security purchase
facility or similar credit transaction;

      (5) all obligations of the type referred to in clauses (1) through (4) above of other persons for the payment of
which we are responsible or liable as obligor, guarantor or otherwise; and

      (6) all obligations of the type referred to in clauses (1) through (5) above of other persons secured by any lien
on any property or asset of ours (whether or not such obligation is assumed by us),

except for in all such cases (x) any such indebtedness that is by its terms subordinated to or pari passu with the
subordinate debt securities and (y) any indebtedness between or among us or our affiliates, including all other debt
securities and guarantees in respect of those debt securities issued to any trust, or trustee of such trust, partnership or
other entity affiliated with us that is, directly or indirectly, a financing vehicle of ours (a “Financing Entity”) in
connection with the issuance by such Financing Entity of preferred securities or other securities that rank pari passu
with, or junior to, the subordinate debt securities.

      Except as provided in the applicable prospectus supplement, the subordinate indenture for a series of subordinated
debt does not limit the aggregate amount of senior indebtedness that may be issued by us. The subordinate debt
securities are effectively subordinated to all existing and future liabilities of our subsidiaries.

      By reason of such subordination, in the event of a distribution of assets upon insolvency, some of our general
creditors may recover more, ratably, than holders of the subordinated debt securities.

      A subordinate indenture may provide that the subordination provisions thereof will not apply to money and
securities held in trust pursuant to the satisfaction and discharge and the legal defeasance provisions of the subordinate
indenture.

      If this prospectus is being delivered in connection with the offering of a series of subordinated debt securities, the
accompanying prospectus supplement or the information incorporated by reference therein will set forth the
approximate amount of senior indebtedness outstanding as of a recent date.

Consolidation, Merger and Sale of Assets

      Except as may otherwise be provided in the prospectus supplement, each indenture provides that we may not
consolidate with or merge with or into any person, or convey, transfer or lease all or substantially all of our assets, or
permit any person to consolidate with or merge into us, unless the following conditions have been satisfied:

(a) either (1) we shall be the continuing person in the case of a merger or (2) the resulting, surviving or transferee
person, if other than us (the “Successor Company”), shall be a corporation organized and existing under the
laws of the United States, any State or the District of Columbia and shall expressly assume all our obligations
under the debt securities and the applicable indenture;

(b) immediately after giving effect to the transaction (and treating any indebtedness that becomes an obligation
of the Successor Company or any subsidiary of ours as a result of the transaction as having been incurred by
the Successor Company or the subsidiary at the time of the transaction), no default, Event of Default or event
that, after notice or lapse of time, would become an Event of Default under the applicable indenture shall
have occurred and be continuing; and
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(c) we shall have delivered to the trustee under each indenture an officers' certificate and an opinion of counsel,
each stating that the consolidation, merger, transfer or lease complies with the provisions of the applicable
indenture.

      Upon completion of any such transaction, the Successor Company resulting from such consolidation or into which
we are merged or the transferee or lessee to which such conveyance, transfer or lease is made, will succeed to, and be
substituted for, and may exercise every right and power of, us under each indenture, and thereafter, except in the case
of a lease, the predecessor (if still in existence) will be released from its obligations and covenants under each
indenture and all outstanding debt securities.

Notices

      Except as otherwise provided in the indentures, notices to holders of debt securities will be given by mail to the
addresses of such holders as they appear in the Security Register.

Conversion or Exchange

      If and to the extent indicated in the applicable prospectus supplement, the debt securities of any series may be
convertible or exchangeable into other securities. The specific terms on which debt securities of any series may be so
converted or exchanged will be set forth in the applicable prospectus supplement. These terms may include provisions
for conversion or exchange, either mandatory, at the option of the holder, or at our option, in which case the number
of shares of other securities to be received by the holders of debt securities would be calculated as of a time and in the
manner stated in the applicable prospectus supplement.

Title

      Before due presentment of a debt security for registration of transfer, we, the trustee and any agent of ours or the
trustee may treat the person in whose name such debt security is registered as the owner of such debt security for the
purpose of receiving payment of principal of and any premium and any interest (other than defaulted interest or as
otherwise provided in the applicable prospectus supplement) on such debt security and for all other purposes
whatsoever, whether or not such debt security be overdue, and neither Sirius, the trustee nor any agent of ours or the
trustee shall be affected by notice to the contrary.

Replacement of Debt Securities

      Any mutilated debt security will be replaced by us at the expense of the holder upon surrender of such debt
security to the trustee. Debt securities that become destroyed, stolen or lost will be replaced by us at the expense of the
holder upon delivery to the trustee of the debt security or evidence of the destruction, loss or theft thereof satisfactory
to us and the trustee. In the case of a destroyed, lost or stolen debt security, an indemnity satisfactory to the trustee and
us may be required at the expense of the holder of such debt security before a replacement debt security will be issued.

Governing Law

      The indentures and the debt securities will be governed by, and construed in accordance with, the laws of the State
of New York.

Regarding the Trustee

      We may appoint a separate trustee for any series of debt securities. As used herein in the description of a series of
debt securities, the term “trustee” refers to the trustee appointed with respect to the series of debt securities.
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      The indentures contain certain limitations on the right of the trustee, should it become a creditor of ours, to obtain
payment of claims in certain cases or to realize for its own account on certain property received in respect of any such
claim as security or otherwise. The trustee will be permitted to engage in certain other transactions; however, if it
acquires any conflicting interest and there is a default under the debt securities of any series for which the trustee
serves as trustee, the trustee must eliminate such conflict or resign.

      The trustee or its affiliate may provide certain banking and financial services to us in the ordinary course of
business.

17
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DESCRIPTION OF CAPITAL STOCK

      Our amended and restated certificate of incorporation provides for authorized capital of 2,550,000,000 shares,
consisting of 2,500,000,000 shares of common stock, par value $0.001 per share, and 50,000,000 shares of preferred
stock, par value $0.001 per share.

      The following description sets forth the terms and provisions of our common stock and preferred stock. The terms
of any shares of our capital stock offered by any prospectus supplement, but not set forth below, will be described in
the prospectus supplement relating to such shares of capital stock.

Common Stock

      As of August 6, 2004, we had 1,236,800,145 shares of common stock outstanding beneficially held by
approximately 450,000 persons, and had reserved for issuance approximately 523,189,000 shares of common stock
with respect to incentive stock plans and outstanding common stock purchase warrants.

      Holders of our common stock are entitled to cast one vote for each share held of record on all matters acted upon
at any stockholder's meeting and to receive dividends if, as and when declared by our board of directors out of funds
legally available therefor. There are no cumulative voting rights. If there is any liquidation, dissolution or winding-up
of our company, each holder of our common stock will be entitled to participate, taking into account the rights of any
outstanding preferred stock, ratably in all of our assets remaining after payment of liabilities. Holders of our common
stock have no preemptive or conversion rights. All outstanding shares of our common stock, including shares of
common stock issued upon the exercise of the common stock warrants, will be fully paid and non-assessable.

      Our common stock is quoted on the Nasdaq National Market under the symbol “SIRI.”

Preferred Stock

      Our board of directors is authorized, subject to any limitations prescribed by law, without further stockholder
approval, to issue from time to time up to an aggregate of 50,000,000 shares of our preferred stock, in one or more
series. Each such series of preferred stock will have such number of shares, designations, preferences, powers,
qualifications and special or relative rights or privileges as will be determined by our board of directors, which may
include, among others, dividend rights, voting rights, redemption and sinking fund provisions, liquidation preferences,
conversion rights and preemptive rights. The rights of the holders of our common stock will be subject to the rights of
holders of any preferred stock issued in the future. The issuance of preferred stock, while providing desirable
flexibility in connection with possible acquisitions and other corporate purposes, could have the effect of making it
more difficult for a third party to acquire, or of discouraging a third party from acquiring, a majority of our
outstanding voting stock.

      In connection with our restructuring in March 2003, all of our then outstanding preferred stock was retired and
cancelled.

      The specific terms of any preferred stock being offered will be described in the prospectus supplement relating to
that preferred stock. The following summaries of the provisions of the preferred stock are subject to, and are qualified
in their entirety by reference to, the certificate of designation relating to the particular class or series of preferred
stock. Reference is made to the prospectus supplement relating to the preferred stock offered with that prospectus for
specific terms, including:

• the designation of the preferred stock;

•
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the number of shares of the preferred stock offered, the liquidation preference per share and the initial offering
price of the preferred stock;
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• the dividend rate(s), period(s) and/or payment date(s) or method(s) of calculating these items
applicable to the preferred stock;

• the date from which dividends on the preferred stock will accumulate, if applicable;

• the procedures for any auction and remarketing of the preferred stock;

• the provision of a sinking fund, if any, for the preferred stock;

• the provision for redemption, if applicable, of the preferred stock;

• any listing of the preferred stock on any securities exchange;

• the terms and conditions, if applicable, upon which the preferred stock will be convertible into or
exchangeable for common stock, and whether at our option or the option of the holder;

• whether the preferred stock will rank senior or junior to or on a parity with any other class or series of
preferred stock;

• the voting rights, if any, of the preferred stock;

• any other specific terms, preference, rights, limitations or restrictions of the preferred stock; and

• a discussion of United States federal income tax considerations applicable to the preferred stock.
Preferred Stock Purchase Rights

      On October 22, 1997, our board of directors adopted a stockholders rights plan and, in connection with the
adoption of this plan, declared a dividend distribution of one “Right” for each outstanding share of common stock to
stockholders of record at the close of business on November 3, 1997 (the “Rights Record Date”). Except as described
below, each Right entitles the registered holder of the Right to purchase from us one-hundredth of a share of Series B
Preferred Stock, par value $0.001 per share (the “Series B Shares”), at a purchase price of $115.00 (the “Purchase Price”),
which may be adjusted. The Purchase Price shall be paid in cash. The description and terms of the Rights are set forth
in a Rights Agreement, dated October 22, 1997 (the “Rights Agreement”), by and between us and The Bank of New
York (the successor to Continental Stock Transfer & Trust Company), as Rights Agent, and in amendments to the
Rights Agreement dated October 13, 1998, November 13, 1998, December 22, 1998, June 11, 1999, September 29,
1999, December 23, 1999, January 28, 2000, August 7, 2000, January 8, 2002, October 22, 2002, March 6, 2003,
April 30, 2003, July 30, 2003, January 14, 2004 and June 30, 2004.

      On March 6, 2003, we amended the Rights Agreement to (1) render the Rights Agreement inapplicable to the
issuance of common stock to Lehman Commercial Paper Inc. in the restructuring transactions and to permit Lehman
to acquire up to an additional 1% of the outstanding shares of common stock, without Lehman becoming an “Acquiring
Person” within the meaning of the Rights Agreement and (2) permit each of OppenheimerFunds, Inc., Apollo
Management, L.P., The Blackstone Group L.P. and their respective affiliates and affiliated investment funds to
acquire up to 25% of the outstanding shares of common stock, without becoming “Acquiring Persons” within the
meaning of the Rights Agreement.

      Initially, no separate Right certificates were distributed and the Rights were evidenced, with respect to any shares
of common stock outstanding on the Rights Record Date, by the certificates representing the shares of common stock.
Until the Rights Separation Date (as defined below), the Rights will be transferred with, and only with, certificates for
shares of common stock. Until the earlier of the Rights Separation Date and the redemption or expiration of the
Rights, new certificates for shares of common stock issued after the Rights Record Date will contain a notation
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incorporating the Rights Agreement by reference. The Rights are not exercisable until the earlier to occur of (1) 10
business days following a public announcement that a person or group of affiliated or associated persons (an
“Acquiring Person”) has acquired, or obtained the right to
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acquire, beneficial ownership of 15% or more of the outstanding shares of common stock (except by reason of
(a) exercise by this person of stock options granted to this person by us under any of our stock option or similar plans
(b) the exercise of conversion rights contained in specified classes of Preferred Stock, or (c) the exercise of warrants
owned on the date of the Rights Agreement, which include warrants to acquire 1,740,000 shares of common stock
issued to an affiliate of Everest Capital Fund, Ltd. or (2) 15 business days following the commencement of a tender
offer or exchange offer by any person (other than Sirius, any subsidiary of Sirius or any employee benefit plan of
Sirius) if, upon the completion of this tender offer or exchange offer, this person or group would be the beneficial
owner of 15% or more of the outstanding shares of common stock (the earlier of these dates being called the “Rights
Separation Date”), and will expire on August 1, 2003, unless earlier extended or redeemed by us as described below.
As soon as practicable following the Rights Separation Date, separate certificates evidencing the Rights will be mailed
to holders of record of the shares of common stock as of the close of business on the Rights Separation Date and,
thereafter, the separate Rights certificates alone will evidence the Rights. A holder of 15% or more of the common
stock as of the date of the Rights Agreement will be excluded from the definition of “Acquiring Person” unless the
holder increases the aggregate percentage of its and its affiliates' beneficial ownership interest in us by an additional
1%.

      If, at any time following the Rights Separation Date, (1) we are the surviving corporation in a merger with an
Acquiring Person and our shares of common stock are not changed or exchanged, (2) a person (other than Sirius, any
subsidiary of Sirius or any employee benefit plan of Sirius), together with its Affiliates and Associates (as defined in
the Rights Agreement), becomes an Acquiring Person (in any manner, except by (a) the exercise of stock options
granted under our existing and future stock option plans, (b) the exercise of conversion rights contained in specified
preferred stock issues, (c) the exercise of warrants specified in the Rights Agreement or (d) a tender offer for any and
all outstanding shares of common stock made as provided by applicable laws, which remains open for at least 40
Business Days (as defined in the Rights Agreement) and into which holders of 80% or more of our outstanding shares
of common stock tender their shares), (3) an Acquiring Person engages in one or more “self-dealing” transactions as
described in the Rights Agreement or (4) during the time when there is an Acquiring Person, an event occurs (e.g., a
reverse stock split), that results in the Acquiring Person's ownership interest being increased by more than one percent,
the Rights Agreement provides that proper provision shall be made so that each holder of a Right will thereafter be
entitled to receive, upon the exercise of the Right at the then current exercise price of the Right, shares of common
stock (or, in some circumstances, cash, property or other securities of ours) having a value equal to two times the
exercise price of the Right.

      If, at any time following the first date of public announcement by us or an Acquiring Person indicating that this
Acquiring Person has become an Acquiring Person (the “Shares Acquisition Date”), (1) we consolidate or merge with
another person and we are not the surviving corporation, (2) we consolidate or merge with another person and are the
surviving corporation, but in the transaction our shares of common stock are changed or exchanged or (3) 50% or
more of our assets or earning power is sold or transferred, the Rights Agreement provides that proper provision shall
be made so that each holder of a Right shall thereafter have the right to receive, upon the exercise of the Right at the
then current exercise price of the Right, shares of common stock of the acquiring company having a value equal to
two times the exercise price of the Right.

      Our board of directors may, at its option, at any time after the right of the board to redeem the Rights has expired
or terminated (with some exceptions), exchange all or part of the then outstanding and exercisable Rights (other than
those held by the Acquiring Person and Affiliates and Associates of the Acquiring Person) for shares of common
stock at a ratio of one share of common stock per Right, as adjusted; provided, however, that the Right cannot be
exercised once a person, together with the person's Affiliates and Associates, becomes the beneficial owner of 50% or
more of the shares of common stock then outstanding. If our board of directors authorizes this exchange, the Rights
will immediately cease to be exercisable.
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      Notwithstanding any of the foregoing, following the occurrence of any of the events described in the fourth and
fifth paragraphs of this section, any Rights that are, or (under some circumstances specified in the Rights Agreement)
were, beneficially owned by any Acquiring Person or Affiliate or Associate of an Acquiring Person shall immediately
become null and void. The Rights Agreement contains provisions intended to prevent the utilization of voting trusts or
similar arrangements that could have the effect of rendering ineffective or circumventing the beneficial ownership
rules described in the Rights Agreement.

      The Purchase Price payable, and the number of Series B Shares or other securities or property issuable, upon
exercise of the Rights may be adjusted from time to time to prevent dilution (1) in the event of a dividend of Series B
Shares on, or a subdivision, combination or reclassification of, the Series B Shares, (2) upon the grant to holders of the
Series B Shares of specific rights or warrants to subscribe for Series B Shares or securities convertible into Series B
Shares at less than the current market price of the Series B Shares or (3) upon the distribution to holders of the
Series B Shares of debt securities or assets (excluding regular quarterly cash dividends and dividends payable in
Series B Shares) or of subscription rights or warrants (other than those referred to above).

      At any time after the date of the Rights Agreement until ten Business Days (a period that can be extended)
following the Shares Acquisition Date, the board of directors, with the concurrence of a majority of the independent
directors (those members of our board who are not officers or employees of ours or of any subsidiary of ours and who
are not Acquiring Persons or their Affiliates, Associates, nominees or representatives, and who either (1) were
members of the board before the adoption of the Rights Plan or (2) were subsequently elected to our board and were
recommended for election or approved by a majority of the independent directors then on our board), may redeem the
Rights, in whole but not in part, at a price of $0.01 per Right, which may be adjusted. Thereafter, our board of
directors may redeem the Rights only in specified circumstances including in connection with specific events not
involving an Acquiring Person or an Affiliate or Associate of an Acquiring Person. In addition, our right of
redemption may be reinstated if (1) an Acquiring Person reduces its beneficial ownership to 10% or less of the
outstanding shares of common stock in a transaction or series of transactions not involving us and (2) there is at the
time no other Acquiring Person. The Rights Agreement may also be amended, as described below, to extend the
period of redemption.

      Until a Right is exercised, the holder of the Right, as such, will have no rights as a stockholder, including the right
to vote or to receive dividends. While the distribution of the Rights will not be taxable to stockholders or to us,
stockholders may, depending upon the circumstances, recognize taxable income if the Rights become exercisable for
shares of our common stock (or other consideration) or for shares of common stock of the Acquiring Person.

      Other than those provisions relating to the principal economic terms of the Rights or imposing limitations on the
right to amend the Rights Agreement, any of the provisions of the Rights Agreement may be amended by our board of
directors with the concurrence of a majority of the independent directors or by special approval of our stockholders
before the Rights Separation Date. Thereafter, the period during which the Rights may be redeemed may be extended
(by action of our board of directors, with the concurrence of a majority of the independent directors or by special
approval of our stockholders), and other provisions of the Rights Agreement may be amended by action of our board
of directors with the concurrence of a majority of the independent directors or by special approval of our stockholders;
provided, however, that (a) this amendment will not adversely affect the interests of holders of Rights (excluding the
interests of any Acquiring Person) and (b) no amendment shall be made at a time when the Rights are no longer
redeemable (except for the possibility of the right of redemption being reinstated as described above).

Delaware Anti-Takeover Law and Provisions in Our Charter

      Section 203 of the Delaware General Corporation Law (“Section 203”) generally provides that a stockholder
acquiring more than 15% of the outstanding voting stock of a corporation subject to
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the statute (an “Interested Stockholder”) but less than 85% of this stock may not engage in some types of Business
Combinations (as defined in Section 203) with the corporation for a period of three years after the time the
stockholder became an Interested Stockholder. The prohibition of Section 203 does not apply under the following
circumstances:

• before the time of the acquisition, the corporation's board of directors approved either the Business Combination
or the transaction in which the stockholder became an Interested Stockholder; or

• the Business Combination is approved by the corporation's board of directors and authorized at a stockholders'
meeting by a vote of at least two-thirds of the corporation's outstanding voting stock not owned by the
Interested Stockholder.

      Under Section 203, these restrictions will not apply to specific Business Combinations proposed by an Interested
Stockholder following the earlier of the announcement or notification of specific extraordinary transactions involving
the corporation and a person who was not an Interested Stockholder during the previous three years, who became an
Interested Stockholder with the approval of the corporation's board of directors or who became an Interested
Stockholder at a time when the restrictions contained in Section 203 did not apply for reasons specified in Section
203. The above exception applies if the extraordinary transaction is approved or not opposed by a majority of the
directors who were directors prior to the person becoming an Interested Stockholder during the previous three years or
were recommended for election or elected to succeed those directors by a majority of those directors.

      Section 203 defines the term “Business Combination” to encompass a wide variety of transactions with or caused by
an Interested Stockholder. These include transactions in which the Interested Stockholder receives or could receive a
benefit on other than a pro rata basis with other stockholders, transactions with the corporation which increase the
proportionate interest in the corporation directly or indirectly owned by the Interested Stockholder or transactions in
which the Interested Stockholder receives other benefits.

      The provisions of Section 203, coupled with our board of directors' authority to issue preferred stock without
further stockholder action, could delay or frustrate the removal of incumbent directors or a change in our control. The
provisions could also discourage, impede or prevent a merger, tender offer or proxy contest, even if the event would
be favorable to the interests of stockholders. Our stockholders, by adopting an amendment to our amended and
restated certificate of incorporation, may elect not to be governed by Section 203 effective 12 months after the
adoption. Neither our certificate of incorporation nor our by-laws exclude us from the restrictions imposed by Section
203.

DESCRIPTION OF WARRANTS

      We may issue warrants for the purchase of debt securities, preferred stock, common stock or any combination
thereof. Warrants may be issued independently or together with any other securities offered in an applicable
prospectus supplement and may be attached to or separate from such securities. Warrants may be issued under warrant
agreements (each, a “warrant agreement”) to be entered into between us and a warrant agent specified in the applicable
prospectus supplement. The warrant agent will act solely as our agent in connection with the warrants of a particular
series and will not assume any obligation or relationship of agency or trust for or with any holders or beneficial
owners of warrants. The following sets forth certain general terms and provisions of warrants which may be offered.
Further terms of the warrants and the applicable warrant agreement will be set forth in an applicable prospectus
supplement.

Debt Warrants

      The prospectus supplement relating to a particular issue of warrants for the purchase of debt securities (“debt
warrants”) will describe the terms of the debt warrants, including the following:
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• the title of the debt warrants;

• the offering price for the debt warrants, if any;
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• the aggregate number of the debt warrants;

• the designation and terms of the debt securities purchasable upon exercise of the debt warrants;

• if applicable, the designation and terms of the debt securities that the debt warrants are issued with and the
number of debt warrants issued with each debt security;

• if applicable, the date from and after which the debt warrants and any debt securities issued with them will be
separately transferable;

• the principal amount of debt securities that may be purchased upon exercise of a debt warrant and the price at
which the debt securities may be purchased upon exercise (which may be payable in cash, securities or other
property);

• the dates on which the right to exercise the debt warrants will commence and expire;

• if applicable, the minimum or maximum amount of the debt warrants that may be exercised at any one time;

• information with respect to book-entry procedures, if any;

• the currency or currency units in which the offering price, if any, and the exercise price are payable;

• if applicable, a discussion of material United States federal income tax considerations;

• the antidilution provisions of the debt warrants, if any;

• the redemption or call provisions, if any, applicable to the debt warrants; and

• any additional terms of the debt warrants, including terms, procedures, and limitations relating to the exchange
and exercise of the debt warrants.

Stock Warrants

      The prospectus supplement relating to a particular issue of warrants for the purchase of common stock or preferred
stock will describe the terms of the warrants, including the following:

• the title of the warrants;

• the offering price for the warrants, if any;

• the aggregate number of the warrants;

• the designation and terms of the common stock or preferred stock that may be purchased upon exercise of the
warrants;

• if applicable, the designation and terms of the securities that the warrants are issued with and the number of
warrants issued with each security;

• if applicable, the date from and after which the warrants and any securities issued with the warrants will be
separately transferable;

•
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the number of shares of common stock or preferred stock that may be purchased upon exercise of a warrant and
the price at which such shares may be purchased upon exercise;

• the dates on which the right to exercise the warrants will commence and expire;

• if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;

• the currency or currency units in which the offering price, if any, and the exercise price are payable;

• if applicable, a discussion of material United States federal income tax considerations;

• the antidilution provisions of the warrants, if any;

• the redemption or call provisions, if any, applicable to the warrants; and

• any additional terms of the warrants, including terms, procedures, and limitations relating to the exchange and
exercise of the warrants.
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Exercise of Warrants

      Each warrant will entitle the holder of warrants to purchase for cash the amount of shares of preferred stock,
shares of common stock or debt securities at the exercise price as shall in each case be set forth in, or be determinable
as set forth in, the prospectus supplement relating to the warrants offered thereby. Warrants may be exercised at any
time up to the close of business on the expiration date set forth in the prospectus supplement relating to the warrants
offered thereby. After the close of business on the expiration date, unexercised warrants will become void.

      Warrants may be exercised as set forth in the prospectus supplement relating to the warrants offered thereby. Upon
receipt of payment and the warrant certificate properly completed and duly executed at the corporate trust office of the
warrant agent or any other office indicated in the prospectus supplement, we will, as soon as practicable, forward the
shares of preferred stock, shares of common stock or debt securities purchasable upon such exercise. If less than all of
the warrants represented by the warrant certificate are exercised, a new warrant certificate will be issued for the
remaining warrants.

The Unit Offering Warrants

      On May 18, 1999, we issued units composed of our 141⁄2% Senior Secured Notes due 2009 and warrants to
purchase an aggregate of 2,190,000 shares of common stock at a price of $28.60 per share. These warrants were
issued under a warrant agreement, dated as of May 15, 1999, between us, as issuer, and United States Trust Company
of New York, as warrant agent. The number of shares of common stock to be issued under these warrants will be
adjusted in some cases if we issue additional shares of common stock, options, warrants or convertible securities and
in some other events. These warrants expire on May 15, 2009. As of June 30, 2004, there were 578,990 such warrants
outstanding to purchase 2,425,389 shares of common stock at a price of $24.92 per share.

The Ford Warrant

      In October 2002, we canceled an existing warrant previously issued to Ford and issued a new warrant to Ford
which entitles Ford to purchase up to 4,000,000 shares of our common stock at a purchase price of $3.00 per share.
Ford's right to exercise this warrant vests:

• with respect to 200,000 shares of our common stock, on the date the first Ford vehicle with a SIRIUS radio
installed by Ford or one of its dealers (each, a “Ford Enabled Vehicle”) is activated by us for a bona fide
customer;

• with respect to 200,000 shares of our common stock, on the date the first Ford Enabled Vehicle that has a
factory-installed SIRIUS radio is activated by us for a bona fide customer;

• with respect to 200,000 shares of our common stock, on the date that Ford and us jointly launch a national
advertising campaign promoting our satellite radio service in Ford vehicles;

• with respect to 100,000 shares of our common stock, on each date that a SIRIUS radio is first available to be
ordered by a bona fide customer as an original equipment option on a Ford vehicle line; provided that in no
event will more than 1,400,000 shares of our common stock vest and become exercisable pursuant to this
provision;

• with respect to one share of our common stock, upon the manufacture by Ford of each of the first 375,000 Ford
Enabled Vehicles;

• with respect to 625,000 shares of our common stock, on the date that Ford has manufactured an aggregate of
375,000 Ford Enabled Vehicles;
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• with respect to 500,000 shares of our common stock, on the date that Ford has manufactured an aggregate of
750,000 Ford Enabled Vehicles; and

• with respect to 500,000 shares of our common stock, on the date that Ford has manufactured an aggregate of
1,500,000 Ford Enabled Vehicles.

24

Edgar Filing: ASHLAND INC - Form DEF 14A

66



      If Ford terminates the exclusivity provisions contained in our agreement, we may reduce by one-half the number
of shares granted and the number of shares of our common stock that vest and become exercisable under this warrant.
The number of shares of common stock to be issued under this warrant will be adjusted in some cases if we issue
stock dividends, combine stock, reorganize or reclassify capital stock, merge, sell all of our assets and in some other
events. This warrant will expire on the earlier of October 6, 2012 and the date of termination or expiration of the
agreement, dated October 7, 2002, between us and Ford. We are required to give Ford notice of adjustments in the
number of shares issuable under this warrant and of extraordinary corporate events.

The DaimlerChrysler Warrant

      In June 2004, we canceled an existing warrant previously issued to DaimlerChrysler AG and issued a new warrant
to DaimlerChrysler which entitles DaimlerChrysler to purchase up to 21,500,000 shares of our common stock at a
purchase price of $1.04 per share. DaimlerChrysler's right to exercise this warrant vests as it achieves milestones
principally relating to the manufacturing of vehicles containing SIRIUS radios.

      The number of shares of common stock to be issued under this warrant will be adjusted in some cases if we issue
stock dividends, combine stock, reorganize or reclassify capital stock, merge, sell all of our assets and in some other
events. This warrant will expire on the date of termination or expiration of the agreement, dated May 13, 2002, among
us, DaimlerChrysler Corporation, Freightliner Corporation and Mercedes-Benz USA, Inc. We are required to give
DaimlerChrysler notice of adjustments in the number of shares issuable under this warrant and of extraordinary
corporate events.

The Lehman Warrants

      We have issued to Lehman warrants to purchase up to 2,100,000 shares of our common stock at a purchase price
of $15.00 per share. All of these warrants have vested.

      525,000 of these warrants expire on December 27, 2010, 1,050,000 of these warrants expire on March 7, 2011 and
525,000 warrants expire on April 4, 2011. The number of shares of common stock to be issued under these warrants
and the exercise price of the warrants will be adjusted in some cases if we issue stock dividends, subdivide or combine
stock, reorganize or reclassify capital stock, distribute cash dividends, issue common stock or other securities
convertible into common stock (other than in a bona fide underwritten public offering) and in certain other events. We
are also required to give Lehman notice of adjustments in the number of shares issuable under these warrants and of
extraordinary corporate events.

The Series A Warrants and Series B Warrants

      In March 2003, we issued (i) to affiliates of Blackstone (a) Series A warrants to purchase up to 25,296,255 shares
of our common stock at a purchase price of $1.04 per share and (b) Series B warrants to purchase up to 16,864,169
shares of our common stock at a purchase price of $0.92 per share and (ii) to affiliates of Apollo (a) Series A warrants
to purchase up to 27,250,013 shares of our common stock at a purchase price of $1.04 per share and (b) Series B
warrants to purchase up to 18,166,677 shares of our common stock at a purchase price of $0.92 per share. The
warrants issued to Blackstone expired on September 7, 2004. The warrants issued to Apollo are exercisable and expire
on March 7, 2005.

      Blackstone exercised all of its Series A warrants and Series B warrants prior to their expiration in a series of
transactions that included cashless exercises and exercises for cash. In connection with these transactions, we issued
32,623,748 shares of our common stock and received $19,850,000 in proceeds.

      The number of shares of common stock to be issued under these warrants and the exercise price of the warrants
will be adjusted in some cases if we issue stock dividends, subdivide or
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combine stock, reorganize or reclassify capital stock, distribute cash dividends, issue common stock or other securities
convertible into common stock (other than in a bona fide underwritten public offering) and in certain other events. We
are also required to give the warrantholders notice of adjustments in the number of shares issuable under these
warrants and of extraordinary corporate events.

The NFL Warrants

      In January 2004, we issued warrants to the NFL to purchase 50,000,000 shares of our common stock at an exercise
price of $2.50 per share. 16,666,665 warrants vest upon the delivery to us of media assets by the NFL and its member
clubs, and 33,333,335 warrants will be earned by the NFL as we acquire subscribers which are directly trackable
through efforts of the NFL. The warrants issued to the NFL that vest upon the delivery to us of media assets will
expire in March 2010. The warrants issued to the NFL that vest based upon the NFL delivering trackable subscribers
will expire on March 2008.

The RadioShack Warrants

      In February 2004, we announced an agreement with RadioShack Corporation, one of the nation's largest consumer
electronics retailers, to distribute, market and sell SIRIUS radios. In connection with this agreement, we issued
RadioShack warrants to purchase up to 10,000,000 shares of our common stock. All of these warrants have an
exercise price of $5.00 per share and vest and become exercisable if RadioShack achieves activation targets during the
five-year term of the agreement. These warrants expire in December 2010.

The Penske Warrants

      In January 2004, we signed an agreement with Penske Automotive Group, Inc., United Auto Group, Inc., Penske
Truck Leasing Co. L.P. and Penske Corporation. In connection with this agreement, we agreed to issue the Penske
companies warrants to purchase an aggregate of 38,000,000 shares of our common stock at an exercise price of $2.392
per share. Two million of these warrants will vest upon issuance and the balance of these warrants will vest over time
and upon achievement of certain milestones by the Penske companies.

Other Warrants

      As of June 30, 2004, we had issued warrants to purchase an aggregate of 7,308,000 shares of our common stock at
exercise prices per share of $3.20 to $33.38 in connection with various marketing and programming arrangements.

PLAN OF DISTRIBUTION

      We may sell the securities:

      • to one or more underwriters or dealers for public offering and sale by them; and

      • to investors directly or through agents.

      The distribution of securities may be effected from time to time in one or more transactions at a fixed price or
prices (which may be changed from time to time), at market prices prevailing at the time of sale, at prices related to
such prevailing market prices or at negotiated prices. Each prospectus supplement will describe:

      • the method of distribution of the securities offered thereby;

      • the purchase price and the proceeds we will receive from the sale; and
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      • any securities exchanges on which the securities of such series may be listed.

      In connection with the sale of the securities, underwriters, dealers or agents may receive compensation from us or
from purchasers of the securities for whom they may act as agents, in
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the form of discounts, concessions or commissions. The underwriters, dealers or agents that participate in the
distribution of the securities may be deemed to be underwriters under the Securities Act and any discounts or
commissions received by them and any profit on the resale of the securities received by them may be deemed to be
underwriting discounts and commissions thereunder. Any such underwriter, dealer or agent will be identified and any
such compensation received from us will be described in the applicable prospectus supplement. Any initial public
offering price and any discounts or concessions allowed or paid to dealers may be changed from time to time.

      Under the agreements that may be entered into with us, underwriters, dealers and agents may be entitled to
indemnification by us against certain civil liabilities, including liabilities under the Securities Act, or to contribution
with respect to payments which the underwriters, dealers or agents may be required to make in respect thereof.

      Each underwriter, dealer and agent participating in the distribution of any securities that are issuable in bearer
form will agree that it will not offer, sell, resell or deliver, directly or indirectly, securities in bearer form to persons
located in the United States or to United States persons (other than qualifying financial institutions), in connection
with the original issuance of the securities.

      Certain of the underwriters or agents and their associates may be customers of, engage in transactions with and
perform services for us in the ordinary course of business.

      Certain persons participating in an offering may engage in transactions that stabilize, maintain or otherwise affect
the price of the securities, including over-allotment, stabilizing and short-covering transactions in such securities, the
imposition of a penalty bid, and bidding for and purchasing shares of our common stock in the open market during
and after an offering.

LEGAL MATTERS

      Simpson Thacher & Bartlett LLP, New York, New York, will pass upon specific legal matters under state law
with respect to the securities.

EXPERTS

      Our audited consolidated financial statements as of December 31, 2003 and 2002 and for the years then ended
appearing in our 2003 Annual Report on Form 10-K have been audited by Ernst & Young LLP, independent
registered public accountants, as set forth in their report thereon included therein and incorporated herein by reference.
Such consolidated financial statements are incorporated herein by reference in reliance upon such report given on
authority of such firm as experts in accounting and auditing.

      Our audited consolidated financial statements as of December 31, 2001 and for the year then ended appearing in
our 2003 Annual Report on Form 10-K have been audited by Arthur Andersen LLP, independent registered public
accountants, as set forth in their report thereon included therein and incorporated herein by reference. Such
consolidated financial statements are incorporated herein by reference in reliance upon such report given on the
authority of such firm as experts in accounting and auditing.

      Section 11(a) of the Securities Act provides that if a registration statement at the time it becomes effective
contains an untrue statement of a material fact, or omits a material fact required to be stated therein or necessary to
make the statements therein not misleading, any person acquiring a security pursuant to such registration statement
(unless it is proven that at the time of such acquisition such person knew of such untruth or omission) may assert a
claim against, among others, an accountant who has consented to be named as having certified any part of the
registration statement or as having prepared any report for use in connection with the registration statement.
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      On April 11, 2002, we dismissed Arthur Andersen LLP as our independent auditors and appointed Ernst & Young
LLP. Prior to the date of this prospectus, the Arthur Andersen partner responsible for the audit of our most recent
audited financial statements as of and for the year ended December 31, 2001 resigned from Arthur Andersen LLP. As
a result, after reasonable
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efforts, we have been unable to obtain Arthur Andersen's written consent to the incorporation by reference into this
prospectus of its audit reports with respect to our consolidated financial statements as of December 31, 2001 and for
each of the two years in the period ended December 31, 2001. Under these circumstances, Rule 437a under the
Securities Act permits us to file this prospectus without a written consent from Arthur Andersen LLP. However, as a
result, Arthur Andersen LLP will not have any liability under Section 11(a) of the Securities Act for any untrue
statements of a material fact contained in the consolidated financial statements audited by Arthur Andersen LLP or
any omissions of a material fact required to be stated therein. Accordingly, you will be unable to assert a claim against
Arthur Andersen LLP under Section 11(a) of the Securities Act because it has not consented to the incorporation by
reference of its previously issued report into this prospectus.

INCORPORATION BY REFERENCE

      The SEC allows us to “incorporate by reference” in this prospectus other information we file with them, which
means that we can disclose important information to you by referring you to those documents. This prospectus
incorporates important business and financial information about us that is not included in or delivered with this
prospectus. The information we file later with the SEC will automatically update and supersede the information
included in and incorporated by reference in this prospectus. We incorporate by reference the documents listed below
and any future filings made with the SEC under Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act until we sell
all the securities covered by this prospectus.

      1. Our Annual Report on Form 10-K for the year ended December 31, 2003.

      2. Our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2004 and June 30, 2004.

      3. Our Current Reports on Form 8-K dated January 15, 2004, January 27, 2004, January 28, 2004,
February 12, 2004, April 6, 2004, April 21, 2004, June 30, 2004, July 21, 2004 and October 6, 2004.

      4. The description of our common stock contained in our Registration Statement on Form 8-A filed pursuant
to Section 12(b) of the Exchange Act.

      We have filed each of these documents with the SEC and they are available from the SEC's internet site and public
reference rooms described under “Where You May Find Additional Available Information About Us” in this prospectus.
You may also request a copy of these filings, at no cost, by writing or calling us at the following address or telephone
number:

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

Sirius Satellite Radio Inc.
1221 Avenue of the Americas, 36th Floor

New York, New York 10020
(212) 584-5100

      You should rely only on the information incorporated by reference or provided in this prospectus or any
prospectus supplement. We have not authorized anyone else to provide you with different information.

WHERE YOU MAY FIND ADDITIONAL AVAILABLE INFORMATION ABOUT US

      We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read
and copy any of these reports, statements or other information at the SEC's public reference room at 450 Fifth Street,
N.W., Washington, D.C. 20549 or at its regional offices. You can request copies of those documents, upon payment of
a duplicating fee, by writing to the SEC. Please call the SEC at 1-800-SEC-0330 for further information on the public
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reference rooms. Our SEC filings are also available to the public at the SEC's internet site at http://www.sec.gov.
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