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.Background and Experience


1. My name is Steve Cohen. I am Vice President, Sports of Sirius Satellite Radio


Inc. ("Sirius"). Prior to becoming Vice President, Sports, I was Director of NFL Programming


for Sirius. As Vice President, Spogs, I oversee all of the. sports, programming that appears on


Sirius satellite radio including our NFL programming, our NBA programming, our college sports


programming, and, beginning in January 2007, our NASCAR programming.


2. I have spent my entire professional career in the radio industry. While attending


the University of Arizona, where I graduated in May 1987, I interned at an NBC radio station.


Shortly after I graduated, I became an original emp!oyee of WFAN in New York in July 1987.


WFAN was the prototype for modern sports radio, in that it combined play-by-play coverage of


games with exclusive, personality driven sports talk.


3. I joined Sirius in May 2004 as Director of NFL Programming. At that time,


Sirius had just acquired the exclusive rights to broadcast the NFL on satellite radio, and my







original assignment was to develop a full-time channel to support those broadcasts. In


September 2004, I became Vice President, Sports, and added responsibility for all of Sirius’


other sports programming, including our full-time NBA channel, our college sports broadcasts,


our various ESPN channels, and the sport~ talk channels that we have developed. I was also


personally involved in meetings with NASCAR that ultimately resulted in Sirius gaining the


exclusive fight to carry live broadcasts of NASCAR races next season. My team and I are


presently in the process of developing a dedicated NASCAR channel, which is currently in


preview mode and will launch in January 2007.


Summary. of Testimony


4. Major sports programming is critical to Sirius in attracting and retaining


subscribers. The exclusive availability of major sports programming on Sirius is a fundamental


point of differentiation between both Sirius and terrestrial radio and Sirius and XM. Based on


my nearly 20 years in the industry, the dedication o~ sports fans to their team and their sport is


virtually unrivaled. NFL and college sports fans love their team, and NASCAR fans love their


driver; this devotion drives purchasing decisions. As such; exclusive access to both play-by-play


coverage of premiere sporting events nationwide, as well as related call-in shows and other


programming, is a major auraction to Sirius and is a unique opportunity that sports fans are


willing to pay for. This conclusion is confirmed by Sirius research, which I regularly consult and


rely upon in my work. For these reasons, I believe that sports programming is critical in


attracting subscribers to Sirius.
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follows:


Overall Description of Sirius Sports Programming


Ten channels on Sirius satellite radio are devoted to sports. These channels are as


Channel


120


121


122


123


124


125


127


128


181


186


Descrir~tion


ESPN Radio


ESPNEWS


Sports Byline USA


Sirius Sports Action


Sirius NFL Radio


Sports Play-by-Play 1


NBA Radio on Sirius


NASCAR (beginning January 2007)


ESPN Desportes (Spanish language ESPN)


Canadian Hardcore Sports


A copy of the web page for some of these S~rius sports channels is SIR Ex. 26. In addition to


these full-time, dedicated sports channels, we preempt the regular programming on other


channels to present live sports play-by-play coverage, particularly during March Madness and


the fall football season.


Pass Through Programming


6. The three ESPN channels are programmed on a "pass through" basis. In other


words, Sirius takes the audio feed that it receives from tlae ESPN studios and passes it through to


subscribers through the Sirius system. While programming these channels therefore does not
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involve creative work by my staff, the availability of these channels is important because ESPN


is the best known brand in sports broadcasting. Sports fans expect to be able to listen to ESPN


talk shows (e.g., Mike & Mike in the M.orning, the Dan Patrick Show, Pardon the Interruption


with Tony Kornheiser and Michael Wilbon), ESPN News and other well-known ESPN


programming. The presence of ESPN is also consistent with oi~r strategy of having the best


known brands in sports available to our subscribers.


Exclusive Programmin~


7. While the ESPN programming is important, in my view the far more significant


sports programming is that which can be heard only on Sirius. Since 2004, we have had an


exclusive relationship with the NFL, the dominant sports league in the United States. We have


also broadcasted NBA and NHL games for many years. In 2007, we will begin our exclusive


relationship with NASCAR. Neither terrestrial radio nor XM can compete with Sirius when it


comes to sports. As such, sports is a dominant factor in attracting paying subscribers to Sirius


and keeping them.


The NFL


8. Sirius has exclusive satellite radio broadcast rights for the NFL through the 2010


season. Sirius broadcasts every NFL game, typically (except for the Tennessee Titans) with a


separate feed for each team. Thus, if the Redskins are playing the Giants, we will have a feed


available for Redskins fans (with Sonny Jurgenson, Sam Huff and Larry Michael) and a separate


feed available for Giants fans. While local t~am games and a few national games may be


available in some markets on terrestrial radio, Sirius is the only source where fans located


anywhere in the country can listen to their favorite team play live on the radio. Moreover, unlike


terrestrial radio, if a fan is driving, he or she can continue to listen to a game from beginning to
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end without having to change channels or losing the signal due to distance, Thus, Sirius’ game


coverage is significantly better than terrestrial radio (when it is even available) and the exclusive


relationship with the NFL in my view is one of the two biggest advantages (along with Howard


Stern) that we have over competitors.


9. It is important to note that our NFL coverage is not limited to broadcasting of


games. When we reached our agreement with the NFL, it was our intent to have a full time, year


round NFL channel. When I joined Sirius from WFAN, my principal responsibility was to


create that channel by hiring talent and producing shows that would draw fans on a year round


basis. We have developed, and continue to develop, numerous talk and call-in shows for NFL


fans. These include NFL Rewind, Late Hits, The Red Zone, Moving the Chains, and Taking it to


House. We have shows hosted by well known current players such as Ronde and Tiki Barber


and Keyshawn Johnson, and former players such as Jerry Rice. These shows originate from our


studios in New York and from remote locations. We also cover non-game events such as the


draft, the scouting combine, and training camps, and air shows devoted to fantasy football, an


increasingly popular hobby among football fans. Because we have a channel totally dedicated to


the NFL, we can provide far more NFL coverage than any other radio station or network.


10. The importance of the NFL to Sirius is reflected in our advertising, where the


NFL logo and shield frequently appear on our advertising and the first page of our website. The


importance of the NFL is also reflected in our Customer Satisfaction Monitor and Listener


Study, where the Sirius NFL Radio channel scores in the top five in satisfaction, evangelism and


willingness to cancel if the channel were removed from our lineup. A substantial number of


respondents also mention sports in general, and the NFL in particular, as reasons for deciding to


subscribe t6 Sirius. These results are even more impressive when one considers the fact that the
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most recent surveys were taken during the off season. In my view, these results vindicate our


strategy of developing an entire channel around the NFL.


NBA/NHL Programminl~


11. Sirius is also a satellite radio broadcast partner of the NBA and the NHL. Sirius


broadcasts up to 40 NHL games aweek including al! of the playoffs and the Stanley Cup finals.


During the season, Sirius also has a live NHL call-in show every weekday. As with the NFL,


Sirius also has an NBA channel. Sirius is scheduled to broadcast over 1,000 NBA games in the


upcoming season.


N..,ASCAR Programming


12. Most recently, my team and I have been focused on the launch of our new


NASCAR channel. After vigorous negotiations with the sanctioning body, Sirius will be the


exclusive home of NASCAR during the 2007 through 2011 seasons and will broadcast every


NASCAR.Nextel Cup race. from. flag. to flag, with pre- and post-race analysis. As with Sirius.


NFL Radio, live coverage of events will form the backbone for a dedicated channel of related


programming. We have already signed Tony Stewart, one of the most popular and controversial


Nextel Cup drivers, to host a live two-hour weekly program exclusively on Sirius. We believe


that, when the channel is launched in January and racing begins in February with the Daytona


500, the NASCAR channel will be an important addition to the Sirius sports lineup.
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Other Sports Programming


13. College sports are also important to Sirius listeners. Sirius is the official satellite


radio partner of numerous major universities, including Alabama, Auburn, Colorado, Florida,


Kentucky, Louisville, LSU, Ole Miss, Navy, Nebraska, Notre Dame, Ohio State, Oklahoma,


Texas, UCLA, USC, and West Virginia. In addition to play-by-play coverage of college football


and basketball, Sirius hosts.an exclusive college football coaches’ show and a college scoreboard


show. We will broadcast approximately 375 college football games this year, and will end the


season by broadcasting many of the biggest bowl games. Sirius is also the exclusive satellite


broadcast partner of the Men’s NCAA College Basketball Tournament, one of the most popular


sporting events of the year:


14. While the NFL, the NBA, the NHL, NASCAR and college football and basketball


are all among the most popular sports, Sirius also broadcasts sports that have a smaller but


equally dedicated fan base. For example, we broadcast the Championships at Wimbledon, we


-have shows that cover horse racing, English P~emier League Soccer, scuba diving and poker.


We have recently announced a deal to broadcast UEFA Champions league soccer from Europe.


This depth of programming is not available anywhere else on radio.


Conclusions


15. The sports programming that I have discussed above reflects an enormous


commitment of money, bandwidth and creative resources on the part of Sirius. In my view, and


as corroborated by the research data, this investment is justified because our sports programming


is both highly desired by subscribers and more comprehensive than the sports programming


available from other terrestrial and satellite radio..
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Background and Experience


1. My name is Steven Blatter, Senior Vice President of Music Programming,


at Sirius Satellite Radio Inc. ("Sirius"). My whole 20+ year career has been in radio,


primarily in programming, but also in marketing, promotion and online. I have worked


as a Program Director for local terrestrial radio stations in New York and Los Angeles, as


well as in national syndication and network operations. For the last three years I have


been employed by Sirius, beginning as a Vice President and moving up to Senior Vice


President approximately two years ago. As I will explain below, Sirius is not just radio,


but we are a special form of radio that offers a great deal more than traditional radio,


adding enormous value for both listeners and record companies and providing access to


creative works not otherwise available.


2. I am responsible for the content of all 64 of the Sirius music channels


created in the United States and my testimony will focus on them. Sirius also carries five


music channels created in Canada, but my testimony focuses on the area where my
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knowledge is greatest. I supervise approximately 200 employees, including two senior


directors, each of whom is responsible for about half the music channels, several


directors who each handle a genre or two, format managers who handle one to three


channels, and coordinators who put the music into playable form for our operation. I also


supervise a team of producers who create all the interstitial elements heard between the


songs on each of our channels, as well as our talent and industry relations group, whose


primary function is to work with the music community to arrange artist interviews and


live performances that typically originate from our broadcast studios in New York. I also


work with agents, managers, and the Sirius human relations department in recruiting our


on-air talent, producers, programmers and other creative staff.


3. In addition to my supervisory role, I am responsible for determining the


formats for each of our music channels, the creation of new radio formats, as well as


channels and programs we co-produce with recording artists such as Eminem, 50 Cent,


Little Steven Van Zandt, Jimmy Buffett, The Rolling Stones and The Who. The channels


and programs we co-produce with these artists contribute greatly to the Sirius listening


experience and give our listeners access to music not available on terrestrial radio.


4. My entire career has required me to deal directly and extensively with


recording companies and their executives and radio promotion teams. It has been


important for me to understand their motivations and business models, as well as those of


my employers in terrestrial radio. At Sirius I have continued to interact directly with the


record labels and also to supervise persons who interact with record labels on a daily


basis. I have directly observed what does and does not motivate the labels and have
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participated in two decades of discussions with them. I also pay close attention to label


activities by regularly reading trade press.


5. My career has required me to understand how Americans use the radio


medium. The appeal of radio stations, including Sirius’, is measured by the popularity of


a station with its targeted audience. The job of a radio programmer is to identify the


target audience of a particular channel, understand what attracts them, and develop a full


experience that engages that audience. Again, I have observed the process for two


decades, seeing what does and does not work for my own employers and for competitors.


I have also paid close attention to the trade press over the years where the actions of


Programmers are closely monitored and documented. I also supervise and work with the


extensive listener research we conduct to evaluate new formats and identify the most


attractive music for those formats.


Summary of Testimony


6. Each of Sirius’ 64 music channels offers a listening experience that is


designed to create a highly satisfactory listening experience for the intended audience of


the channel. We put enormous resources, effort, and creativity into crafting each of our


64 music channels. Creating the experience that a Sirius channel delivers is a demanding


and expensive task. Beyond the huge investment in technology, physical infrastructure,


and financing lies the creative input of dozens of radio professionals, ranging from those


who develop the basic channel concept, to the channel programmers that select and, for


most channels, direct the hosts or DJs who provide commentary, and select and sequence


the music for each hour of the day. There are also producers who write and create all the
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interstitial material heard between songs that help create the attitude for each channel. In


addition, promotions are developed on the appropriate channels to further enhance the


listening experience. We make this enormous effort because we are acutely aware that


music, as such, is widely available for free, particularly on terrestrial radio. The value


created in producing our music channels is critical to our ability to attract and retain


subscribers.                         ~


7. The distinctive music formats for each of our 64 music channels are


determined through proprietary research and the past experiences of our expert


programmers. Our research uses both on-line and in-person survey formats, as well as


review of the trade press and other public sources. Each radio station is built by


populating a library of music for the channel. This library is maintained and updated


using our own listener research as well as public sources such as the trade press and


information from record company promoters, as I discuss below. Criteria such as tempo,


texture, loudness/softness, familiarity, popularity and compatibility are used to determine


the viability of each song being considered for airplay.


8. The music library for each channel is actively managed and modified by a


music programmer on a daily basis. Within the station’s music universe, programmers


arrange particular pieces with an eye to the characteristics of each (e.g. tempo, era,


gender, and lyrical conent), along with special programs (such as artist interviews, live


performances and countdown shows), so the D J/host can develop the specific listening


experience that attracts subscribers to that station. Importantly, the Sirius experience can


be sustained and intensified because, in contrast to terrestrial radio, it is not interrupted by
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commercials. This also creates greater listener satisfaction and helps us attract and retain


subscribers even though music is available for free on terrestrial radio.


sales.


obtaining


direction.


9. Airplay on radio has continually proven to be the biggest driver of record


As a result, record companies have large operations specifically charged with


radio airplay, typically organized with regional operations under national


They also use independent promoters to encourage radio programmers to play


their music. Record companies give Sirius and other broadcasters their recordings for


free, often weeks before public release, in hopes of generating pre-release demand. The


labels know from experience that it is incredibly difficult to break a new album without


extensive airplay. Many of the most influential executives at the major labels tend to be


those who have a demonstrated an ability to get music played on the radio. In my career


in radio programming, culminating in my position in charge of programming the 64 U.S.


Sirius music channels, the drive of record labels for airplay has been a constant theme.


10. Satellite radio is, of course, a form of radio. Sirius competes for listeners


with and is directly comparable to terrestrial radio. We do everything terrestrial radio


does and more. The major record labels rely on their radio promotion operations to work


with Sirius, typically from their national office or as part of their New York regional


effort. Both listeners and the labels think of Sirius as a form of radio. Sirius airplay now


is reflected in chart positions in Billboard, its sister publication Radio and Records, and


Mediabase. In trade advertising created by many record companies that target terrestrial


radio programmers, airplay on Sirius is now expressly noted.
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11. Although Sirius is a form of radio, it offers significant additional promotional


benefits to record companies that terrestrial radio cannot provide.


Unlike most terrestrial radio, as each song plays, Sirius continuously
displays the title and the artist on its digital display. This makes it easier
for a listener to remember the song and artist that is playing. Over the
years the record labels have expressed their concern with traditional
radio’s inability to provide such information for each song played. In
addition to not having the technical capabilities to display such
information, traditional radio DJs often strive for pace and tend not to
verbally identify the music they play.


All music radio stations strive for a distinct "stationality" that adds to the
listening experience. Because Sirius has many channels, stationality can
be much more targeted than traditional radio. Also, the absence of
commercials means the Sirius aesthetic experience is more sustained and
fully developed. Music heard in this context allows us to create an even
more satisfying listening experience. The greater listener satisfaction
explains why subscribers are willing to purchase Sirius radios and pay
subscription fees when music can be heard for free on terrestrial radio.


Sirius’ 64 music channels include specialized formats that let us play new
or emerging artists that are not yet popular enough to be included on the
playlists of terrestrial radio stations that cover relatively broad formats.
Record company promoters are very aware of our specialized channels
and systematically attempt to place emerging artists on more specialized
channels, long before they might appear on terrestrial radio.


Sirius gets much deeper into the catalog than terrestrial radio. With 64
channels of music, each channel can be more specialized and dig down to
music terrestrial radio would never use. This exposure is to persons who
have selected that specialized channel and, hence, are most likely to
appreciate and purchase that music.


Because our music stations are supported by subscription fees, not
advertising, we can serve listener interests, providing mixes of music that
often do not fit with the advertising interests of banks, automobile
dealerships, supermarkets, and other businesses that provide the core
advertising for local terrestrial radio stations. Our music channels are
listener driven, not advertiser driven.


The availability of 64 distinct stations seems to encourage an active
process of listener choice, perhaps because the choice is more meaningful.
One of the 64 Sirius channels is more likely to satisfy a particular
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listener’s interests than one of a half-dozen ordinary formats. As a result,
Sirius listeners seem to be more engaged, and they more quickly become
familiar with the music Sirius plays.


12. Because of my job and experience, my testimony will focus on the Sirius


music channels and on dealings with the record companies. I will discuss how


developing and presenting those channels is, in itself, a highly creative, demanding, and


expensive process. Importantly, however, that is just a part of our overall business. To


make music channels possible, enormous technical, regulatory, and financial challenges


And to make music channels feasible, a large pool of subscribersmust be overcome.


must be developed, requiring extensive and


investment in the kinds of distinctive and


expensive marketing efforts and a huge


exclusive non-musical features, such as


Howard Stem and the NFL, that drive subscriptions. In short, as shown in the web pages


that are SIR Ex. 28, musical recordings are just one component of the value we deliver,


and our contribution is just one part of the whole.


The Sirius Music Channels


13. Sirius has 69 are music stations without commercials (64 are produced by


Sirius in the US; the other five are produced by our Canadian affiliate). Printouts of the


web pages of some of these channels are found at SIR NSS Ex. 3.


14. Of those music stations, some are devoted exclusively or almost so to music


recorded before 1972. These include Sirius Gold and 60s Vibrations.


15. Other music stations make substantial use of pre-1972


(approximately 50% or more of the recordings played). These include:


recordings
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Classic Vinyl


The Vault


Rolling Stones Radio


The Who Channel


Sirius Blues


Standard Time


¯ Broadway’s Best.


16. Additional Sirius music channels use a significant amount of pre-1972


recordings (approximately 25% or more of the recordings played). These include:


¯ Movin’ Easy


¯ Underground Garage


¯ The Roadhouse


¯ Soul Town


17. Our music channels are not limited to recorded music. We have studios


for live performances, and hundreds of such performances are broadcast each year.


18. We also have developed channels and programs in conjunction with well


known artists such as Jimmy Buffett, Eminem, 50 Cent, Steven Van Zandt, the Who, and


the Rolling Stones, as well as the Metropolitan Opera. In addition to bringing their


creative talents to bear on shaping the overall listening experience, these artists also make


available a range of unreleased recordings that listeners otherwise could not access. For


example, The Who channel broadcasts two hours per day of live music that is not
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commercially available; Met Opera Radio broadcasts about 12 hours per day of pieces


that are either live or recordings exclusive to radio on Sirius, and Radio Margaritaville


airs about three hours per day of live songs.


19. Sirius has carefully chosen the formats of its 64 U.S. music channels to


provide a breadth and quality of musical choice that is not and inherently cannot be


provided by traditional radio.


20. A given station or channel must have enough listeners to be economically


viable on a local market level. (Even public radio faces funding constraints.) Sirius can


reach millions of subscribers with its national signal, and that number is growing. Our


national audience is large enough to support many different musical channels with


distinctive formats.


21. By contrast, the audience in typical local markets for terrestrial radio is


much smaller, so that only a few channels and formats can be supported. The tendency is


for each market to sustain several stations with formats intended to appeal to large


audience segments, perhaps with a few specialty formats supported by institutions such


as colleges or by local ethnic concentrations. Even in a major urban area such as


Washington, D.C., it is difficult for most listeners to terrestrial radio to receive more than


15 different music formats, and the selections in much of the country can be far fewer.


22. Some of the omissions forced by the constraints on terrestrial radio are


striking. For example, the two largest local markets in the U.S., New York and Los


Angeles, lack any country music format. Eight of the ten largest U.S. markets lack a


dance music format. Of the ten largest markets, only New York and San Francisco have
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dance stations. Five of the ten largest markets now lack an oldies format. Finally, four of


the top ten markets (Philadelphia, Houston, Detroit, and Atlanta) do not have a classical


music station. One can readily imagine the situation in the great majority of traditional


U.S. radio markets where there may be only four to ten quality music channels versus the


69 available on Sirius.


23. The constraints imposed by the limited number of signals interacts with


the constraints imposed by the fact that terrestrial radio is advertiser driven. The types of


businesses that provide the revenue backbone for terrestrial radio are led by the


demographics of their best customers and by considerations of image to focus on certain


music formats. For example, a single format focused on playing both alternative rock


and hip-hop will likely produce listeners who are 16 to 24 year old males. In most


markets, it is extremely difficult to find enough local advertisers interested in that


demographic to support a financially viable local radio station. Further, music tastes for


most consumers are defined during teen years and terrestrial radio is losing this audience


during this critical period. This is clearly demonstrated by the declining usage of


terrestrial radio by younger demographics across America. Sirius currently dedicates 10


of its music channels to younger demographics, including Sirius Hits-l, Octane, Alt


Nation, Hard Attack, Faction, Hip Hop Nation, Shade 45, Hot Jamz, Revolution and Kids


Stuff.


24. In all markets, and particularly in smaller markets, satellite radio provides


access to music that listeners would otherwise never encounter and, hence, would have


no opportunity to come to like or to purchase. Sirius thus greatly expands the musical
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opportunities of its listeners. In addition to the "young demographic" channels described


above, Sirius offers numerous channels dedicated to styles of music that are typically not


available on terrestrial radio, including: Classical, Reggae, Standards, Dance, Classic


Country, Outlaw Country, New Age, Jazz, Jam bands, Garage Rock, Heavy Metal,


Electronic, Gospel, Broadway/Show Tunes, Blues, Christian Pop and Rock, and


Bluegrass. By expanding the musical opportunities of listeners in this way, Sirius


provides airplay (and ultimately, sales and resulting royalty payments) for artists who


likely would not be heard on terrestrial radio.


Creating and Maintaining a Sirius Music Channel


25. Each Sirius music channel starts with a distinctive format developed to


attract and hold the loyalty of a viable audience segment. The format may be a particular


musical era (e.g. the 50’s), genre (e.g. opera or hard rock), artist (e.g. The Who, Rolling


Stones), or a desired mood (e.g. romance, relaxation, or party time). In each case there is


a clearly defined format, which shapes the channel in multiple ways.


¯ The format defines the universe of music the programmers will draw
upon, for example, opera, hard rock, or show tunes.


¯ The format also helps define the overall energy level of the channel -
whether it is edgy and energetic or laid back and mellow.


The format suggests the appropriate hosts or DJs for the channel and
guides their style of announcing. An alternative rock station calls for
different personalities and styles than standards from the 40s. Sirius
makes a major investment in identifying and recruiting top quality and
highly experienced on-air talent, and our programmers and other creative
workers support that talent.


With two exceptions, the format of a Sirius music channel also includes
production elements or interstitial pieces heard between the songs that
further position and image the channel for the intended audience.
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Channels have their own station voice and slogans, while others also
employ custom singing jingles that help enhance the mood of the channel.


The format for a channel also guides the types of special programming
that may be created and scheduled. Artists often participate in interviews
and host special programs such as countdown shows on our more
foreground formats like Top 40, modem rock, new country and hip-hop.
A station with an edgy or party persona can use contests that would not
work as well on a classical station.


All of these factors work together to enhance the stationality of each
station, make the listening experience more attractive to the target
audience, and permit meaningful and satisfactory channel choices by the
listener.


26. Selecting music to implement the format is a difficult and ongoing task


carried out by our music programming specialists. It is not enough just to rotate down an


alphabetical list of pieces that are within the universe defined by the concept. Nor will


random play work. Instead, programmers who are deeply familiar with the universe of


music bring both scientific and artistic judgment to bear to create a musical flow and


mood.


For example, tempo is important. Too many slow or fast pieces in a row often
may be boring, though sometimes may create and sustain a mood. Rapid
alteration may be jarring.


¯ Other qualities of the music also must be considered. It may be undesirable to
string together a series of artists with a given characteristic - male, female, group,
duets.


The themes and story lines of songs also must be considered. Putting the wrong
songs in sequence may produce unintended effects ranging from jarring to
humorous.


We utilize software called MusicMaster that helps in the rotation and sequencing
of songs for each music channel. While this software helps programmers manage
their music libraries and facilitates the music scheduling process, it is no
substitute for the informed judgment of programmers with in-depth knowledge of
the genre. In fact, every hour of music scheduled across all 64 Sirius music
channels is carefully reviewed and hand massaged by a Sirius programmer before
it airs.
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¯ We also do substantial listener research in an effort to understand how our
formats are perceived and what appeals to various listener groups. For example,
we regularly conduct surveys, either on-line or in person. We back that effort up
with research into what is working in terrestrial radio. This includes our own
review of publicly reported charts and airplay information from sources such as
Mediabase. And, as I discuss below, record company promoters provide airplay
and other information to our programmers on a regular basis.


27. Hosts or DJs must understand the music, the audience, and the flow of the


program. Sometimes humor is called for, sometimes not. Often the needed humor is a


light quip, sometimes it is a raucous rant. Some channels call for an emphasis on facts;


on others the host must emote. Everything that is said must implement the format of the


channel and enhance the overall listener experience. As already noted, Sirius hires top


quality on-air personalities to present music and provide our listeners with additional


information about each artist and song played in a passionate and engaging manner. We


also give our on-air personalities extensive direction and other support to help them best


communicate to their audience.


28. Special programming such as live performances, interviews, contests, and


the like can be important, but must be carefully tailored to the channel and its format.


Artist interview bookings and on-air promotions are handled by two distinct departments


with approximately ten employees who are charged with creation and development of


such programming.


29. A channel must be promoted, both to current listeners and to others who


may become regular listeners if they sample the channel. This requires a variety of


tactics.
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¯ The channel must have a short name that captures its format. For
example, "Hard Attack," or "Chill."


¯ Typically a distinctive logo is developed that must be associated with the
name so as to permit instant visual identification.


¯ The name and logo must be supported by additional catch phrases or
similar items that are used repeatedly and that become associated with the
channel. Some of these may remain in use for years. Others may become
stale and be rotated out.


30. Sirius devotes resources to all of these matters because experience has


shown that they are critical to satisfying listeners, and they fundamentally shape how


listeners perceive and respond to the music. In the right restaurant, with the right


ambiance and menu, a diner may find escargot delicious and even be motivated to try


serving it at home. But in other situations, the same diner might find the same snail


unappetizing or even revolting. Much the same is true of music. Sirius works with


music, but that is just a small part of the experience a Sirius channel delivers.


How Sirius Benefits Recording Sales


31.


story in a newspaper or magazine; the music


number one driver of recording sales.


followings that wait for their next release.


Most consumers typically do not decide to purchase music based on a


industry understands that radio airplay is the


Of course, some artists have established


It is also possible to sample CDs at record


stores and online. Still, the simple fact is that radio airplay sells music. Certainly the


record labels believe this, leading to their extensive efforts to obtain airplay that I discuss


later.


32. Sirius provides all of the promotional benefits of terrestrial radio exposure,


but even more so. For example:
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Sirius displays the name of the artist and song continuously during play. If
the listener is interested, he or she does not have to try to remember what the
DJ said before play began or hope that it is mentioned after play ends. The
information is immediately available when desired.


Because Sirius offers 64 music channels with distinct and defined formats, it
is much more likely that a listener who has chosen a given channel will be
attracted to music played on that channel. By contrast, terrestrial radio
typically offers fewer and less defined choices, so listeners may be much less
attracted to music the station plays.


Music within a given format is presented in an optimum setting in terms of
surrounding pieces, hosting, and overall station personality. The experience
will also not be preceded or followed by jarring commercials. This gives the
music the best possible opportunity to appeal to the listener. Thus, the value
we add provides a direct promotional benefit to the record companies, as well
as to our listeners.


Sirius’ 64 different and distinct music channels allow us to go much deeper
into the music catalog. A terrestrial station with a broad format has to look for
material that will appeal to a relatively broad audience. By contrast, the self-
selected group listening to a more focused Sirius channel is more likely to
appreciate music within the format that has less general appeal.


Similarly, our specialized channels allow us to play up and coming artists who
are often not receiving airplay on terrestrial radio stations with broader
formats. This exposure can give impetus to the emerging artist and lead to
broader exposure. There have been situations in which Sirius airplay of an
unsigned artist has led to a contract with a major recording company. For
example, the band Evans Blue was signed by a major label after their self
created album received airplay on Sirius’ Octane channel. In such a situation,
the recording company gets an artist that has already proven itself on the radio
and increases the likelihood of the band receiving airplay elsewhere.


The care and resources we devote to programming, and the specialized nature
of many of our channels, augment the reputations of our DJs or hosts. As they
become opinion leaders for their audiences, their favorable views of an artist
or song can be very influential in motivating sales. Approval from such an
opinion leader provides promotion that is likely to be more effective than paid
commercial advertising by the record labels.


Ratings by third party providers do not drive our music programming
decisions, so that Sirius is free to take more chances with new music,
emerging and unknown artists, and music that has not yet climbed the
national music charts.
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¯ A Sirius subscriber typically will be someone who values Sirius broadcasts
enough to pay for them and, moreover, will have money to spend for music
entertainment. Such a person is an attractive potential customer.


33. Chart position has an important effect on music sales. Some customers


are directly motivated to purchase highly charted music. But beyond that, many


terrestrial radio stations rely on chart position to select the universe of music their station


will play. The most obvious is a "Top 40" station, but other types of station formats


focus on music that presently is relatively highly charted.


Airplay on Sirius now is taken into account when weekly charts are compiled
by Billboard/Radio & Records and Mediabase, the two primary sources for
chart information used by record labels and radio programmers. When Sirius
plays a song, its spin count increases and chart position is affected. When a
song’s spin count and chart position increase other programmers are more
easily encouraged to play the song, and that ultimately drives greater record
sales.


Also, Sirius is recognized as a leader in music selection. SIR NSS Ex. 2
contains examples of record company advertising that emphasizes airplay on
Sirius as a reason that other programmers should expose the work or artist.
When our leadership causes terrestrial radio stations to play a particular song,
the result is higher chart position for that song.


Promotional Efforts By Record Companies


34. Record companies are acutely aware of how important airplay is to


generating record sales, and they go to great lengths to seek it. This has been going on


since long before I became involved in radio. Efforts directed at Sirius have continued


and intensified during my time at Sirius as our listener base expands and as the record


companies become more aware of the unique benefits Sirius offers.


35. To begin with, the record companies consistently provide music


recordings to Sirius for free, in the obvious hope that we will play and thereby promote
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what we have been provided. In fact, we often receive songs weeks before public release


in the hope that airplay on Sirius will generate interest and demand before the album is


commercially released.


36. Recording companies have divisions devoted to obtaining radio airplay for


their releases. Typically these divisions are organized by region with a national operation


to supervise and assist as needed. Some companies have separate "new media"


promotional groups, but Sirius now is virtually always the responsibility of the radio


promotion departments. Either Sirius is assigned to the national group or to the New


York regional promotion person.


37. Record industry promoters aggressively communicate to our programmers


their desire for us to play their music. These efforts are part of carefully calculated


promotional efforts. The promoters will promote particular songs for particular channels,


making a case that a given song will succeed with the channel’s audience. The record


company promotional representatives are under tremendous pressure to seek airplay on


radio. When a radio programmer does not agree with a record label promotion person, it


is not unusual for the promotional rep to escalate the call to the programmer’s supervisor


and at times to me as the head of music programming. On occasion these calls can get


contentious, reflecting the high value the record companies place on radio airplay and the


pressure their promoters are under to get music played on Sirius.


38. As an experiment, I asked the programmers for six of our music channels


I I 11 to keep


a record of promotional contacts from record companies during the week of October 16-
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20. As indicated on the following table, in just one week we received 170 label


promotional contacts (calls, e-mails and instant messages) and 108 mailings (consisting


substantially of free CDs and singles) with respect to these six channels alone:


E-mail/Instant
Message
Calls
Promo Marl (incl.
CDs/
Singles/Concert
Tickets)


10/16
22


4


19


10/17
25


8


29


10/18
33


10


19


10/19
28


9


23


10/20
28


3


18


Week
136


34


108


Thus, in this one week period - which I believe to be typical in all material respects -


Sirius received nearly ten promotional contacts from the record labels per day for each of


these channels.


39. Record companies often complain that terrestrial radio stations have very


limited playlists. But terrestrial radio, which has to play music that appeals to relatively


broad audiences, typically cannot afford to play pieces with narrow appeal. The record


companies know, however, that many of our channels are more specialized. They


initially will promote newer artists for more specialized stations, hoping that they will


generate interest in their most likely audience and, perhaps, eventually graduate to


broader formats and terrestrial radio.


40. In an effort to gain airplay, record company reps will often make their


artists available to participate in special programming that will air exclusively on Sirius


and also provide prizes for use in on-air promotions. For example:
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¯ Sirius adds value by arranging for artist interviews and live performances
from our studios. The record companies regularly arrange for appearances by
artists we are willing to play. For example, from January 1 through October
18 of this year, over 800 record company artists visited our studios for
interviews and/or performances. These events add value for our listeners, but
also gave promotional value to the record companies.


¯ On some stations Sirius conducts contests. Record companies will regularly
provide prizes to support such contests, including CDs and concert tickets.


41. Record companies are so strongly motivated to obtain play on Sirius that


we have to set limits on what is acceptable. For example, I will not approve accepting


free travel to view artists in concert. In fact, over the years record companies have


pushed so hard for radio airplay that legal restrictions have been adopted. The New York


Attorney General, Eliot Spitzer, has recently obtained consent decrees from major labels


restricting some of their promotional practices directed toward obtaining air time. On


October 20, 2006, the New York Times carried an article entitled "CBS Radio Tightens


Policies in Settlement Over Payola" that briefly summarizes some recent developments,


noting that such issues arise as "music executives compete fiercely to land their songs on


limited radio station playlists."


42. Record companies typically focus their promotional efforts on new music,


rather than their existing catalog. As a result, a vast array of older music is unknown, and


thus effectively unavailable, to many listeners. Our specialized formats dig much deeper


into the catalog, exposing older songs to the public. And, of course, the record


companies benefit from resulting sales on which they expended no promotional effort.


43. The labels explicitly recognize our promotional contributions. Sirius


frequently receives thanks from record companies and their artists for our contributions to
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their success. Indeed, when record companies issue gold or platinum records to


recognize sales milestones, they sometimes send them to radio stations, and we regularly


receive such gold or platinum records at Sirius.


Conclusion


44. In short, developing and implementing a unique and compelling radio


format for all 64 commercial-free Sirius music channels is a highly creative and


demanding process, even after the many technical, promotional, and financial challenges


have been overcome. Our expert music programmers, celebrity hosts and DJs, producers,


and on-air promotion and talent executives add enormous value to our music offerings.


This added value both provides our subscribers with the reason to pay our fees and makes


us a tremendously valuable marketing tool for the recording industry, as evidenced by the


record companies’ constant and increasing promotional efforts.
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O~:tober 26, 2006 * page 3 of 5 Ale ~rol~ ImM~ and Ou¢ The Sands Report
GUEST OPINION: OPEN THE PLAYLIST


LAst wl~Ei¢, FA~SHID ARSHID, HONCHO AT A~TICA SOUND,
WAS ASKING WHYA $’I"ATION WOULD DROP ONE OF ITS MOST


R?E’QUESTED SONGS, AND ALSO WONDERING WHY REACTIVE
SO.1VGS DON’T BECOME FULI..TItdE ADDS. l~rlS ANSWER... ?


It’s the resuk of a disconnect between the people h charge
(their personal tastes and opinion) and the listenership!
The results of this disconnect, I believe, can be seen in the
low ratings of Alternative in Atbitron numbers in almost
every market in the country, and in their dwindling profits.
Rat:her than a bitch session on "Why My Single Didn’t Get
Added," this an observation on Alternative radio in the
U.S., which is going through its most confused tirne--but
not because the music doesn’t exist. The reason is that the
gatekeepers are not heeding the signs of changing times.


What we hear on Alternative radio today reminds us of
what used to be alternative. But the musical tastes of the
demographic targeted by Alternative stations are chang-
ing: take a lesson from your Urban competitors in the
radio market. Their advertising profits have skyrocketed
NOT because they cater to an urban demographic. On the
contrary, their listenership consists largely of suburban
whites, and their profit comes from the middle-American
beer money your GMs fight so hard to capture. Why?
How? The answer is they play what these kids want to
hear, what they’re engulfed in at school, and the stars they
emulate: Hip-Hop artists, the rock stars of the new gener-
ation. The Mash-up of Hip-Hop and Rock is the self
expression of new white America. Specialty shows like
"Skratch N’ Sniff" are in the forefront of this trend. It’s the
new sound we’ve all been waiting for. It’s not dated.


A most reactive and requested song that is dropped to
"make room for a song" or other similar reasons doesn’t
make sense. Doesn’t playing what people react to and
want to hear ultimately increase iistenership, drive up rev-
enues, and ratings? My point is simple: just pay attention
to your tistenership and where you are in this great coun-
try we call America. Open the playlist. Give younger and
new bands that make sense and work hard a chance! Your
listeners will tell you who that is--and don’t be surprised
if it’s not the bands that hearken back to the Brit-pop and
new wave or the grunge era you associate with
"Alternative."
I hope that my epiphany triggers action that might return
the format we call Alternative back to its former gloryR
both musically and economically. And feel free to send me
your thoughts and hate email at farshid@arshident.com.


J~LT DOGGIE
(~ORNER


Just in time for Halloween,
meet Dread Pirate Sadie...
a.k.a. Doggie Barko. She’s
the adopted sv~ethea~tof
Kris Gillespie of Domino
Records, who says Sadie
is all bark and no bite. "If


you scratch her belly,
she’s your friend for life."


Send your photo to
dawg@thesandsreport, corn


Mailing Address: The Sands Report * tcoa-F Miller Avenue, Suite a~,7" Mill Valley, CA 94942


On Early, I .TI Z, DCI01, 91X, I NR.i , I .WOD, 14.VGE, WLUM,
WEND, WROX, WR4,X, I UCD, WGR.D, I .O.XR, .SIRIUS


COLUMBIA







ff ybu experienced transmission
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Circulation Department at


31D-788-I$25


First, The Atom. Now,
Scientists Successfully Split


Universal Motown in Two


Derrick Brown Escapes
Denver Snow For DC.


Where, Oops, Never Mind


Mancow Featured On
America’s Most Wanted.


No, It’s Not About Him, Stupid
¯


Please Call 98 Rock And
Say Something Clever;


They Can’t Do This Alone
¯


Tonioht, On Coast To Coast
AM: ’Those Damn Aliens
Stole My Pa.ts, Ho.ey!’


kcarter@radioandrecords.com
Page


Universal Motown Meets Universal Republic
After weeks of rumors and speculation, ST Daily has learned that Universal Motown
Records Group will indeed be splitting into two separate, fully functioning entities:
Motown Records President Sylvia Rho.e, who was also Exec. VP of Universal Records,
will now be President of Universal Motown, and current Universal President Menlo
Lipman will be President of the new Universal Republic Records. Until 2000, Lipman
had been President of Republic Records (Ch.mbawumba, anyone?), which he started
with his brother, Avery. Republic was later sold to Universal, and Monte was elevated to
President of Universal.


The extensive roster of multi-genre UMRG artists will now be divided between these
newly formed labels: Universal Republic will now be home to many of the acts Lipman
has been personally involved with, such as Jack Johnson, Gedsmack, 3 Doors Down.
Damian Mariey, Don Omar, Elton John and 10 Years, as well as Nina Sky, Tartar and
the recently signed Prince.


Universal Motown’s artists will also span multiple genres: Nelly, Stevie Wonder,
Lindsay Lohan, Michae] McDonald, Blue October, Jojo, Chamillionaire, Erykah Badu,
IndiaoArie, Akon, Lil’ Wayne, David Banner and 1"he Mars Volta, as well as the Cash
Money and Blackground imprints.


Both labels with operate with separate, dedicated promotion, A&R, marketino and
publicity staffs, but will continue to share back-office functions such as legal and finance.
Rhone and Lipman will continue to report to UMRG Chairman/CEO Mel Lewinter.
Mr. Brown Goes To Washington
Man, that headline never gets old, does it? Veteran PD Derrick Brown is back in the
game as the new PD of Radio One Urban WKYS/Washingten. Brown most recently
programmed Infinity Urban Oldies KDJM/Denver until it flipped to Country as KWL! on
Dec. 15. After that, things got weird. Brown is best known for his stint as PD of Cox
Urban AC WHQT (Hot lO5)/Miami, which he took to No. 1. Brown fills the gap created


SHAKIRA


KIISiLos Angeles 60x WXKS/Boston 40x (#2 Phones!)
KRBE/Houston 40x (Top 10 Phones) YlOO/Miami 50x


KHTS/Sa. Diego 25x KZHT/Salt Lake    S~ HITS 1:40x
ALREADY COMMI¥1"ED:


KZZA/Dallas WiOQ/Phiiadeiph|a WABB/Mobiie
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Background and Experience


1. My name is Christine Heye. I am the Vice President, Research for Sirius Satellite


Radio Inc. ("Sirius"), a position I have held since July 2002. As Vice President, Research, I am


responsible for the research that is undertaken by Sirius concerning its subscribers and their


listening habits and preferences.


2. I have spent virtually my entire career in the field of consumer research. I


graduated from William Paterson College in New Jersey in 1979 with a Bachelor’s Degree in


sociology. I later obtained a Master’s Degree in social research from the Hunter College of the


City University of New York.


several Fortune 500 companies,


I have held positions in the consumer research departments of


including Bristol Myers, Best Foods, and Nabisco. Immediately


prior to joining Sirius in 2002, I spent nearly eight years at Viacom, where, among other


positions, I was Vice President and Director of Research for Nickelodeon. I am a member of the
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American Association of Public Research. I have


industry groups regarding research-related issues.


also spokenon numerous occasions to


Summary of Testimony


3. The purpose of my testimony is to describe briefly the research that we undertake


at Sirius to understand our subscribers and their purchasing decisions and listening preferences.


When I joined Sirius in July 2002, Sirius was just going on the air and the subscriber base was


small. As Sirius’ programming has changed and the company has develo]oed, the subscriber base


has increased to over 5.1 million subscribers as of the end of the third quarter of 2006.


Accordingly, we now have an extremely large database of subscribers with whom to conduct


research. As described below, we presently undertake two major surveys on a semi-annual basis.


The first, the Consumer Satisfaction Monitor, covers all aspects of the subscribers’ relationship


with Sirius. The second, the Listener Survey, focuses on listening habits and interests of


subscribers and, in particular, the programming that attracts them to Sirius. In my view, both of


these studies are well designed and provide a wealth of information concerning Sirius


subscribers, as described below.


Background of Sirius Research


4. Understanding our subscribers is critical to serving them and ensuring that they


continue to subscribe to Sirius. My department works closely with Sirius’ executive


management and our outside vendors to develop comprehensive and accurate data and analysis.


5. From a research perspective, Sirius starts with an advantage because, as a


subscription-based business, Sirius has a database of all of its customers. Although the


particulars will vary depending upon how a subscriber begins his or her relationship with Sirius







PUBLIC VERSION


(e.g., through purchase of a vehicle equipped with a Sirius satellite radio, through purchase of a


radio at a consumer electronics retailer such as Best Buy, or through a direct purchase of a radio


on our website), we will typically obtain certain information regarding that customer at the time


of radio activation, including name, address, and telephone contact. Nearly 70% of our


subscribers also provide an e-mail address. Because Sirius radios are individually identified and


tied in the database to a particular subscriber, we also know what type of radio the subscriber has


and the mode of acquisition (e.g., with a new car, from a retailer, etc.). Sirius considers all of


this data to be highly proprietary and it is disclosed only on a limited basis for research purposes


pursuant to written agreements.


6. There are several steps that we typically undertake prior to drawing a sample from


the subscriber database for a research study. Among other things, we typically de-duplicate the


subscriber list to eliminate multiple accounts for the same subscriber. We also typically


eliminate our commercial and Hertz rent-a-car accounts, as well as accounts where there are


billing issues. Consistent with standard industry practice, we also typically exclude subscribers


who have been surveyed recently (e.g., within the last year), in order to avoid the theoretical


possibility that participating in the first research might skew the results in the second. Finally,


we recently have excluded subscribers who are in the prepay period of a subscription that is


based on the acquisition of a Sirius radio with a new vehicle. It is my understanding that, at least


in some instances, Sirius is contractually limited in its ability to contact these subscribers. The


particular exclusions and methodologies may change based on the needs of a particular survey;


however, in all situations, our intent is to obtain the most accurate and reliable responses to the


survey questions.


-3-
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7. Sirius typically partners with an outside survey research firm in conducting


research. The firms we use for this purpose are always well-known, established companies in


the industry. Thus, for example, Sirius has contracted with GfK!Roper Group since late 2003 for


the Customer Satisfaction Monitor and with Taylor Nelson Sofres PLC for the most recent


Listener Survey.


8. I work closely with Sirius’ executive management in formulating goals for each


research project. I also work with both the independent research firm and Sirius’ executive


management in developing the research instrument and with our information technology group in


specifying the sample drawn from our subscriber database as described above. After the field


research has been conducted, I then work with the research firm in preparing the written report to


management on the results of the research.


The Customer Satisfaction Monitor


9. The Customer Satisfaction Monitor is a survey that Sirius has undertaken in


various forms since 2002, shortly after I first joined the company. It originally was


conceptualized as a quarterly study, but more recently been undertaken on a semi-annual basis.


A copy of the report for the most recent Customer Satisfaction Monitor (completed August 28,


2006) is SIR Ex. 20; the questionnaire for that study is SIR Ex. 21.


10. As stated in the report (at 3), the objective of the Customer Satisfaction Monitor is


to assess subscribers’ overall satisfaction with respect to multiple aspects of the Sirius service,


including programming, signal reception, customer service, retail sales, installation of radios,


radio hardware, and the Sirius website. Because the survey has been conducted over a period of
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time, management can use the survey to examine trends and, in particular, identify areas of


decline so that appropriate remedial measures can be instituted.


11. Detailed information regarding the methodology of the Customer Satisfaction


Monitor (e.g., sample sizes, exclusions, phone vs. e-mail, etc.) appears at page 4 of the report.


With the 2,249 total surveys that were completed, the reported margin of error is +/- 2.3%.


Based on my experience in the industry, the 2006 Customer Satisfactory Monitor is a well


designed survey that accurately reflects (within the confidence levels noted) the stated data


conceming Sirius subscribers. The Customer Satisfaction Monitor is used in the ordinary course


of business by Sirius’ management in making business decisions.


12. As noted in the report, the most recent Customer Satisfaction Monitor was


conducted June 21, 2006 through July 6, 2006. This time period is significant in at least two


respects. First, it represents the first Customer Satisfaction Monitor undertaken since Howard


Stem programming became available exclusively on Sirius in January 2006. Second, this survey


was undertaken in the summer and there was significantly less play-by-play sports available on


Sirius. None of our most popular sports properties (the NFL, the NBA, and college


football/basketball) was in season during this time.


13. The Customer Satisfaction Monitor contains a wealth of information and I will


not attempt to summarize all of the points here; the report data generally speak for themselves.


However, a few points are worth noting. First, the effect of the exclusive relationship with


Howard Stem is pervasive. [[
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14. The Listener Study is the second major semi-annual research that my department


conducts. A copy of the June 2006 Listener Study Report is SIR Ex. 22; the questionnaire for


that survey is SIR Ex. 23.


15.


Monitor.


such as


The Listener Study differs in a number of respects from the Customer Satisfaction


It is intended to focus on the programming aspect of Sirius radio, rather than aspects


hardware, customer support, and the like. Because the purpose was to gain an


understanding of subscriber attitudes towards more than 100 channels of programming, a very


large number of completed surveys was necessary. We therefore decided (in conjunction with


our research firm) to conduct the Listener Study entirely by e-mail, in contrast to the Customer


Satisfaction Monitor, which uses both e-mail and telephone survey techniques. In my view, the


use of the e-mail only technique does not have any bearing on the validity of the survey; a


substantial majority of subscribers (nearly 70%) provide e-mail addresses to Sirius. In addition,


we have not found material differences between subscribers who provide e-mail addresses and


those who do not; in most cases, we believe that the difference is not whether that subscriber has
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e-mail or access to a computer and the intemet, but rather whether our subscriber chooses to


provide an e-mail address to Sirius.


16. As reflected in the pages discussed in the methodology (see pages 6-12), 25,702


interviews were conducted for the Listener Study during the period from June 16 - 29, 2006.


While a portion of these interviews were not used in the results for various technical reasons, the


results stated in the report are based on the responses of 25,702 subscribers. The large size of the


sample means that virtually all channel differences in total sample between the Spring 2006


wave of the survey and immediately preceding Fall 2005 wave would be statistically significant.


Other methodological aspects are described in the report. I believe that the Listener Study is an


accurate representation of the views of Sirius listeners. It is routinely used by Sirius


management in making programming decisions in the ordinary course of business.


17. The Listener Survey contains various information regarding respondents, overall


satisfaction with Sirius, and overall listening habits. Most of these data are self-explanatory.


However, the heart of the Listener Survey is the listening by channel and the subsequent


analysis, which I will describe in some detail. Once again, as with the Customer Satisfaction


Monitor, I believe that it is important to note that the 2006 Listener Study was (a) the first


Listener Study conducted after Howard Stem programming became available exclusively on


Sirius, and (b) conducted at a time when the NFL and NBA were not playing, so there would be


less seasonal interest in those otherwise popular channels.


18. We examined four key metrics for each channel: (listening past week and


frequency), satisfaction, what we term "evangelism" (whether a listener has talked positively to
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others about these channels), and willingness to cancel (whether a subscriber would cancel his or


her Sirius subscription if this channel were taken off the air).


19. Several points stand out in the data. [[


II


20. Comparing the various metrics also allows a number of observations. [[
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II


21. The Listener Study also reports a Grand Total Index or "GTI" that attempts to


aggregate the survey results for each channel into a single metric. The methodology for creating


the GTI appears at page 79 of the report.


we sought to group the channels into


performance.


In addition to deriving a GTI score for each channel,


five "buckets" indicating reasonably similar overall


22. The two Howard Stem channels constitute a bucket unto themselves, as they


dominate in every category that we measure. The second bucket, however, is interesting in that


it includes both music and non-music stations. The third highest GTI score is for Sirius NFL


Radio; this is surprising only insofar as the survey was conducted entirely during the off season


and is a testament to the strength of the programming lineups that our sports department has


developed. The fourth highest GTI score belongs to Sirius OutQ. Despite relatively low overall


listenership, this channel has extremely strong satisfaction, evangelism, and willingness to cancel


levels. The same is tree with the EWTN Global Catholic Network channel. In contrast, the


music channels that appear in bucket 2 are there by virtue of relatively high listenership levels,


but much lower evangelism and willingness to cancel scores. Thus, the overall message from the


data is that, while subscribers may listen to music channels frequently, they generally make their


decisions to subscribe or not subscribe based more on the talk, entertainment and sports


programming that Sirius provides.


-9-
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Saturday, October 28, 2006


SBRIUS SUBSCRIBER LOYALTY SURVEY
SCREENER


(PHONE (NON-CELL PHONE) VERSBON)
Hello, I’m            from           . Today we are conducting a survey regarding your SIRIUS
Satellite Radio service, and are interested in your opinions. The purpose of this project is for SIRIUS


¯ to obtain information from its valued subscribers that will enable them to understand more fully your
needs and to continue to improve the quality of service.


(CELL PHONE VERSION, PER SAMPLE "FLAG’)
Hello, I’m            from              We are conducting a survey regarding your SIRIUS
Satellite Radio service and are interested in your opinions.


$1. First, are you driving dght now?


(CONTINUE TO $2) Yes
(SKIP TO $3) No


(THANK AND TERMiNATE) Refused


$2. I’m sorry Sir/Ma’am, due to safety concerns and recent legislation we would need to call you
while you are not driving or are at a different number. Which do you prefer?.


$3.


[RECORD CALLBACK NUMBER] Different number
[RESCHEDULE CALLBACK USING SAME NUMBER AND THANK] Call back later


The purpose of this project is for SIRIUS to obtain information from its valued subscribers,
enabling them to more fully understand your needs and continuing to improve the quality of
service.


0NEB VERSION)
On behalf of SIRIUS Satellite Radio, Roper Public Affairs is conducting a survey regarding your
SIRIUS Satellite Radio service, and are interested in your opinions. The purpose of this project is for
SIRIUS to obtain information from its valued subscribers, enabling them to more fully understand your
needs and continuing to improve the quality of service.


Ao (TELEPHONE VERSION) We understand someone in your household currently subscribes to
SIRIUS Satellite Radio, is that correct?


(WEB VERSBON) Does anyone in your household currently subscribe to SIRIUS Satellite
Radio?


If "nolDK" to Q.A, thank respondent and terminate.


Yes
No


Refused/DK


SIR E×. 21


FINAL
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(PHONE VERSION) We would like to speak to the person in your household who is most
knowledgeable about the purchase, installation, and use of your SIRIUS Satellite Radio. Is that
you?


(CONTINUE) Yes
(TERMINATE) No


(TERMINATE) Refused/DK


If "no/DK" to Q.B, ask to speak to that person and repeat intro.


C: Are you the primary user of your SIRIUS satellite radio?


Yes
NO
DK


REF


Do (WEB VERSION) Are you the person in your household who is most knowledgeable about the
purchase, installation, and use of your satellite radio equipment and SIRIUS Satellite .Radio.


(CONTINUE) Yes
(TERMINATE) No


(TERMINATE) Refused/DK


E. Are you the primary user of your SIRIUS satellite radio?


Yes
No
DK


REF
INSERT DATA FROM SUBSCRIBER RECORD
ID (customer ID# o this will be included in the disposition to be sent back to Sirius)
CITY
STATE
ZIP
PHONE
EMAIL
ACT DATE - Activation Date
Purchase location
PLAN PERIOD - Monthly, Quarterly, semiannually, annual - this will be used to determine who


gets Question 3)
Sample type (email/phone)
Equipment Brand
Equipment Type
$50 Status
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F. How often do you listen
RESPONSE.)


3


to SIRIUS Satellite Radio ...? (READ LIST. RECORD ONE


G. How many Sidus Satellite Radio units do you have activated?


Every day
Several times a week


Once a week
Less than once a week


What type of SIRIUS equipment do you own? (READ LIST) (CHECK ALL THAT APPLY)
Main in-dash (head) unit that is an AM/FM radio and SIRIUS all in one unit


FM modulator, a separate, stationary SIRIUS tuner that hooks up to your vehicle’s. AM/FM Radio
Plug and Play unit, transportable to car and home


Portable unit that can be used anywhere
Other (specify)


Where do you listen to SIRIUS on your SIRIUS Satellite Radio? (READ LIST; CHECK ALL
THAT APPLY),


Car/Other vehicle
Home
Work


Outdoors
Other (specify) .


[IF I -- CAR THEN RESP IS "VEHICLE OWNER"; IF I = HOME/WORK/OUTDOOR/OTHER THEN
RESP = "NON-VEHICLE OWNER";


NOTE: RESP CAN BE BOTH - THIS IS NOT MUTUALLY EXCLUSIVE]


Jo


Ko


Besides English, do you speak any other language at home?
(CONTINUE) Yes
(GO TO Q.1) No


IF YES IN Q.J: What language do you speak at home besides English?
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LOYALTY’ MEASURES


(TELEPHONE VERSION) During this interview we will be covering various topics about your experience
with SIRIUS.


ASK ALL
T1. Thinking about your overall experience with SIRIUS would you say you are... (READ LIST.


RECORD ONE RESPONSE.)
Very Satisfied


Somewhat Satisfied
Somewhat Dissatisfied


Or, Very Dissatisfied


T2a. How likely are you to continue to subscribe to SIRIUS service during the next 6 months?
Would you say you... ? (READ LIST. RECORD ONE RESPONSE.)


Definitely Will continue to subscribe
Probably Will continue to subscribe


Might Or Might Not continue to subscribe
Probably Will Not continue tO subscribe


Or, Definitely Will Not continue to subscribe


[ASK IF BOTTOM 3 BOX IN Q2A]
T2b. What specifically makes you feel that way?


ISkip T3a/b if "Monthly" subscription plan from sample.


T3a. Now, specifically thinking of your subscription plan, how likely are you to continue to subscribe
to SIRIUS Satellite Radio when your current subscription ends?
Would you say you... ? (READ LIST. RECORD ONE RESPONSE.)


(SKIP TO Q. 4) Definitely Will continue to subscribe
(SKIP TO Q. 4) Probably Will continue to subscribe


(SKIP TO Q. 4) Might Or Might Not continue to subscribe
(CONTINUE) Probably Will Not continue to subscribe


(CONTINUE) Or, Definitely Will Not continue to subscribe


..(ASK QT3b IF BOTTOM 3 BOX IN T3a)
T3b. What specifically makes you feel that way?
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ASK ALL
For the following question, I’d like to remind you this survey is for research purposes only and you will
not be asked to purchase or subscribe to anything based on your response¯


T3c. If your subscription to SIRIUS was up for renewal today, would you renew?.


T3d. [IF NO IN T3c] What specifically makes you feel that way?


Yes


T3e. [IF YES IN T3c] How long would you extend your subscription for?
1 more month


More than 1 month but less than or equal to 6 months
More than 6 months but less than or equal to 1 year


More than 1 year but less than or equal to 2 years
More than 2 years but less than or equal to 3 years


3 years or more


[ASK EVERYONE]
4. How likely would you be to recommend SIRIUS to a friend, relative, or co-worker? Would you.


¯. ? (READ LIST, RECORD ONE RESPONSE.)


5a.


Definitely Recommend
Probably Recommend


Might Or Might Not Recommend
Probably Not Recommend


Or, Definitely Not Recommend


How satisfied are you with the channels and shows on SIRIUS overall?
Are you...? (READ LIST. RECORD ONE RESPONSE=)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied
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[ASK Q6 IF "VEHICLE OWNER"]
6. Overall, how satisfied are you with the SIRIUS satellite radio reception in your car?


Are you...? (READ LIST. RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


[ASK Q7 IF "NON-VEHICLE OWNER"]
7. Overall, how satisfied are you with the SIRIUS satellite radio reception indoors?


Are you...? (READ LIST. RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


[ASK EVERYONE]
8. Overall, how satisfied are you with SIRIUS’ sound quality? Are you...? (READ LIST.


RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


NEED TO SPLIT SAMPLE SO ½ SEE THE PHRASE IN BRACKETS, ½ DO NOT.
9. Overall, how satisfied are you with the hardware design (such as radio size appearance, and


mounting options)? Are you...? (READ LIST. RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


NEED TO SPLIT SAMPLE SO ½ SEE THE PHRASE IN BRACKETS, ½ DO NOT.
11. Overall, how satisfied are you with the functionality of your SIRIUS satellite radio (such as using


the buttons and menus to find your favorite channels and artists)?
Are you...? (READ LIST. RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied







Saturday, October 28, 2006


ASK EVERYONE
13. Have you ever recommended SIRIUS?


Yes
No
DK


15.


16.


What do you like most about SIRIUS Satellite Radio? (PROBE:) If you were to recommend
SIRIUS, what would you say? (RECORD VERBATIM)


What, if anything, would be your number one complaint about SIRIUS? IF NECESSARY: (FOR
PHONE) PROBE AND CLARIFY; (FOR WEB) Please Explain


PERFORMANCE RATINGS - SIRIUS OVERALL
NOTE: RANDOMLY SELECT ATTRIBUTES SO THAT EACH RESPONDENT RATES 9 OF THE 18
ATTRIBUTES.
17. The following are several statements about SIRIUS. How well do you agree that SIRIUS


performs on each statement using a scale from 1 to 9 where a "1" means you do not agree at
all with the statement and "9" means you agree completely. Of course you may use any
number between 1 and 9.    How much do you agree that [INSERT STATEMENT]?
PROGRAMMER: PLEASE INCLUDE A "NOT APPLICABLE" OPTION.


RANDOMIZE STATEMENTS
1. SIRIUS has a favorable image in the marketplace.
2. SIRIUS is a brand that I identify with.
3. Having satellite radio makes driving a much more pleasurable experience
4b. The functions on the SIRIUS equipment are easy to use
4c. The buttons on the SIRIUS equipment are easy to use.
5. SIRIUS reception is better than FM radio.
6. If the music channels on SIRIUS had commercials, I would seek to end my subscription as


soon as possible
7. If my favorite channel was no longer offered, I would seek to end my subscription as soon


as possible
8. My subscription with SIRIUS is something I intend to maintain indefinitely
9. The appearance of the radio is attractive
10. (ASK IF VEHICLE OWNER) My SIRIUS satellite radio fits well in my car
11. (ASK IF I=HOME) My SIRIUS satellite radio fits well with my home stereo/speakers
12. SIRIUS is a great value for the money
13. Now that I have the hardware for SIRIUS, I would find it difficult to switch to another satellite


radio service provider
14. Now that I have satellite radio, I can’t imagine doing without it
15. The music channels & shows provided by SIRIUS are better than what is available on my


local AM/FM stations.
16. ! like having commercial-free music channels.
17. Having the same channels without interruption wherever I drive is important to me
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TIME SPENT LISTENING
[ASK IF VEHICLE OWNER]
Q. 31 Last week, how many total hours did you spend in your vehicle(s) in which the SIRIUS service


has been installed?
(RECORD EXACT)


[ASK IF VEHICLE OWNER]
Q. 32c When you’re in any vehicle that has your SIRIUS satellite radio, what percent of that time are
you listening to SIRIUS music/talk/news/sports/entertainment programming, as well as AM, FM, CDs,
MP3s? And what percent of the time you’re listening to nothing?


Listening to SIRIUS music     %
Listening to SIRIUS talk/entertainment %


Listening to SIRIUS news %
Listening to SIRIUS sports %


Listening to AM radio ___%
Listening to FM radio     %


Playing CD’s, cassettes, or MP3s     %
Not listening to anything ~%


TOTAL (auto sum
MUST EQUAL 100%


[ASK ALL]
Q. 32a Last week, how many total hours did you spend listening to SIRIUS at home, work, outdoors, or


other non-vehicle.locations through...?
A satellite radio (not in a vehicle) (RECORD EXACT)


SIRIUS Website (RECORD EXACT)
DISH/Echostar Satellite TV (RECORD EXACT)


TOTAL (auto-sum)


[ASK IF Q.32a TOTAL >0] [PROGRAMMER - SPLIT SAMPLE (50/50) THIS QUESTION USING
ALTERNATIVE VERSION ASKING % OF HOURS SIMILAR TO Q32C]


Q. 32b It sounds like you spent Z* hours listening to SIRIUS at home, work, outdoors, or other non-
vehicle locations. How many hours did you spend ...?


Listening to SIRIUS music     hours
Listening to SIRIUS talk and entertainment ~ hours


Listening to SIRIUS news ~ hours
Listening to SIRIUS sports ~ hours


TOTAL (auto sum
MUST EQUAL Z* HOURS)


*Z = HOURS LISTE~NING IN NON-VEHICLE LOCATION Q.32b should add up to Q.32a


Q. 32b-b. It sounds like you spent Z* hours listening to SIRIUS at home, work, outdoors, or other non-vehicle
locations. What percent of that time are you listening to SIRIUS music, talk/entertainment, news, or
sports programming?


Listening to SIRIUS music     %
Listening to SIRIUS talk/entertainment %


Listening to SIRIUS news %
Listening to SIRIUS sports %


TOTAL (auto sum
MUST EQUAL 100%
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[ASK ALL]
q. 32d When you are not in your vehicle, how many hours per week do you spend listening to


something other than SIRIUS such as AM/FM radio, MP3s, pre-recorded or store bought CD’s,
CDs you downloaded or burned and Internet radio? (READ LIST.)


(RECORD EXACT)


[ASK IF Q32D IS GREATER THAN 0]
Q32e Of the time you spend listening to something else outside of your vehicle, what percent of time


did you spend listening to AM/FM Radio, pre-recorded or store bought CD’s, CDs you
downloaded or burned, MP3s and what percent did you listen to Internet Radio?


Listened to AM/FM Radio     %
Listened to pre-recorded/store bought CD’s or cassettes ~%


Listened to downloaded or burned CDs    %
Listened through an MP3 player (e.g. iPod, Rio) ~%


Listened to Internet Radio     %
TOTAL (auto sum


MUST EQUAL 100%


33. Now, thinking back before you got your SIRIUS satellite radio, approximately what percent of
the time in your vehicle was spent listening to AM radio, FM radio, CDs, cassettes, MP3s? And
what percent of the time were you listening to nothing?


Listening to AM radio ~.%
Listening to FM radio     %


Playing CD’s, cassettes, or MP3s %
Not listening to anything %


TOTAL (auto sum


MUST EQUAL 100%
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SALES EXPERIENCE


This section is only asked for Short-Term Subscribers. They are subscribers with less than
3 months of service. This info comes from the sample record.
Long Term subscribers skip to INSTRUCTION PRIOR TO Q50.


[ASK Q36a1-3 AMONG ALL SHORT-TERM SUBS INCLUDING OEM]
PROGRAMMER: Split sample (50150) Q36a1 (original version) with Q36a2


36al. Now, thinking about your sales experience when you purchased your SIRIUS satellite radio(s),
overall, how satisfied were you with your sales experience?
Were you... ? (READ LIST. RECORD ONE RESPONSE.)


36a2.


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


Now, thinking about your shopping experience at the store, car dealership, or other location
where you purchased or selected your SIRIUS satellite radio(s), overall, how satisfied were you
with your shopping experience or selection process?


Were you... ? (READ LIST. RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


36a3. Overall, how satisfied were you with the salesperson’s assistance and knowledge about SIRIUS
satellite radio? Were you... ? (READ LIST. RECORD ONE RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Very Dissatisfied


(Skip to Q36b) Or, Did not speak with a salesperson
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ASK AMONG RETAIL SHORT=TERM SUBS ONLY
36a4a. Which of the following statements best represents your shopping experience (READ LIST.


RECORD ONE RESPONSE,)


You went to the store wanting to buy a SIRIUS radio
The salesperson at the store convinced you to get SIRIUS


The salesperson recommended XM, but you decided to get SIRIUS anyway
The salesperson didn’t recommend one service over the other


You wanted to get satellite radio and SIRIUS was the only option available


ASK AMONG OEM SHORT-TERM SUBS ONLY
36a4b. Thinking about your shopping experience at the car dealership, which best describes


you...(PROGRAMMER NOTE: READ LIST, RECORD ONE ANSWER ONLY)


You went to the car dealership wanting SIRIUS in your car
The salesperson at the car dealership convinced you to get a car with SIRIUS


The car you purchased just happened to have SIRIUS


ASK 36b - 36e AMONG RETAIL SHORT-TERM SUBS ONLY
36b. Was there a mail-in rebate offer available for the radio(s) you purchased?


36c. (IF YES IN 36b) Did you mail in a SIRIUS rebate offer?.


36d. How satisfied were you with the SIRIUS mail-in rebate process?
Were you... ? (READ LIST, RECORD ONE RESPONSE.)


(CONTINUE) Yes
(SKIP TO Q36f) No
(SKIP TO Q36f) DK


(CONTINUE) Yes
(SKIP TO Q36f) No
(SKIP TO Q36f) DK


(ASK IF q36d.=- SOMEWHATNERY DISSATISFIED)
36e. Why were ~fou dissatisfied with the rebate process?


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied
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ACTIVATION PROCESS


PROGRAMMER NOTE - the wording of this question and response choices have changed.
ASK AMONG ALL SHORT-TERM SUBS
36f. How did you activate your SIRIUS radio(s)?


(CONTINUE) Called SIRIUS Customer Care
(CONTINUE) Via SIRIUS website


(SKIP TO Q37) Store activated it for you
(SKIP TO Q37) Dealership activated it for you


(SKIP TO Q37) Radio was already activated
(SKIP TO Q37) Other (specify.)


36g. How satisfied were you with the activation process?
Were you... ? (READ LIST. RECORD ONE RESPONSE.)


(ASK IF, q36.q= SOMEWHAT/VERY DISSATISFIED)
36h. Why were you dissatisfied with the activation process?


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


VEHICLE INSTALLATION


Questions 38 to Q39 are only asked for Short-Term Subscribers who are "Vehicle Owners".


38. Overall, how satisfied were you with your satellite radio installation experience?
Were you... ? (READ LIST. RECORD ONE RESPONSE°)


(SKIP TO INSTRUCTION BEFORE Q40) Very Satisfied
(SKIP TO INSTRUCTION BEFORE Q40) Somewhat Satisfied


(CONTINUE) Somewhat Dissatisfied
(CONTINUE) Or, Very Dissatisfied


[ASK IF SOMEWHAT OR VERY DISSATISFIED IN 38.]
39. What specifically made you dissatisfied with your installation experience? (RECORD VERBATIM).
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HOME/WORK/OTHER LOCATION INSTALLATION


PROGRAMMER NOTE - Skip pattern has been modified since Q40 has been deleted.
[ASK Q41 IF Q.I = HOME]
41. Overall, how satisfied were you with your installation experience when setting up your SIRIUS


radio at home? Were you... ? (READ LIST= RECORD ONE RESPONSE.)


(SKIP TO INSTRUCTION BEFORE Q43) Very Satisfied
(SKIP TO INSTRUCTION BEFORE Q43) Somewhat Satisfied


(CONTINUE) Somewhat Dissatisfied
(CONTINUE) Or, Very Dissatisfied


[ASK IF SOMEWHAT OR VERY DISSATISFIED IN 41.]
42. What specifically made you dissatisfied with your installation experience? (RECORD VERBATIM)


[ASK Q. 43 IF Q.I = HOME]
43. When you have SIRIUS set UP at home, where is the antenna? (DO NOT READ LIST=


RECORD ONE RESPONSE)


On the roof
By the window (outside)


By the window (inside)
Other outside (specify)
Other Inside (specify)
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PROBLEM EXPERIENCE CUSTOMER SERVICE


50. In the past month, have you experienced a problem with SIRIUS service or equipment?


51


52.


(CONTINUE) Yes
(SKIP TO Q58) No
(SKIP TO Q58) DK


What problem or problems have you experienced? (DO NOT READ LIST.) (DO NO3" PROVIDE
LIST ONLINE) - CHECK ALL THAT APPLY FOR CATI. OPEN=END ON WEB)


A delay in hearing music when switching channels
The audio signal intermittently cutting out with no sound


Sound quality issues on Music channels (e.g., distorted, muffled, volume issue)
Sound quality issues on Talk channels (e.g., distorted, muffled, volume issue)


Receiving an inaccurate charge on my credit card
Rebate offer not handled properly


The satellite radio not working and had to be repaired or replaced
Antenna not working propedy and had to be reinstalled, repaired, or replaced


The artist and/or song title were wrong on the radio display
Activa.tion related


Can’t find sports game
Regular show pre-empted for sports game
Other equipment problem or display error
Other (specify)     .


Did you contact SIRIUS customer service to help you with any of the problems you just
mentioned?


YES
NO
DK


[ASK Q. 53 IF 52= YES]
53. Overall, how satisfied were you with your experience with SIRIUS Customer Service re.qardin.q


_the I~roblems you just mentioned?
Were you...? (READ LIST. RECORD ON__..~E RESPONSE.)


Very Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


(


53b Did you try to resolve your problem through other channels before calling SIRIUS customer care
such as...?


Visited SIRIUS website
Went back to retailer


Went back to car dealership
Contacted equipment manufacturer
Asked friends/family for assistance


Other (specify)
No other actions taken







Saturday, October 28, 2006 15


53c. is your issue resolved now?


Yes
No


WEBSlTE
ASK EVERYONE
58. During the past week have you visited the SIRIUS website, sirius.corn, for any reason?


(CONTINUE) Yes
(SKIP TO Q64) NO


(SKIP TO Q64) Don’t know


59. IF "YES" IN Q58: Overall, how satisfied were you with your experience at the SIRIUS
website? Were you... (READ LIST. RECORD ONLY ONE RESPONSE.)


Ve.ry Satisfied
Somewhat Satisfied


Somewhat Dissatisfied
Or, Very Dissatisfied


Don’t know


PURCHASE DECISION


ASK EVERYONE
64. Prior to purchasing your satellite radio system and subscribing to SIRIUS, did you consider XM


Satellite Radio service?
Yes
No
DK


65. Please tell me all the reasons you were interested in satellite radio. (OPEN-END)
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66. More specifically, why did you choose SIRIUS Satellite radio? (DO NOT READ LIST. CHECK ALL
THAT APPLY. OPEN-END FOR WEB.)


Better equipment/receiver brand
Better than XM


Better Variety/Program ming/Channels
Came With Vehicle


College sports
Commercial Free Music


Compatible With Equipment
Howard Stern


Martha Stewart
E Street Radio (Bruce Springsteen)


NBA
NFL
NHL


No Other Option At the Time/In Stock
NPR


Online streaming
OutQ


Price/Better Price
Receiver/Hardware Cost/Offers


Recommendation of Friend/Family
Recommendation of Salesperson


SIRIUS Had Better Music Selection
SIRIUS Had Better News/Talk/Entertainment Selection


Sports programs available
Was a Gift


Other (SPECIFY).


PROGRAMMER - Instructions about skip have been deleted before 66no


66n. In the next 6 months, how likely are you to get another SIRIUS subscription?


Definitely Will
Probably Will


Might Or Might Not
Probably Will Not


Or, Definitely Will Not


66n2. IF DEFINITELY WlLL~ PROBABLY WILL~ MIGHT OR MIGHT NOT IN Q66n~ ASK:
If so, where do you intend to use the additional radio(s)? (CHECK ALL THAT APPLY)


In a vehicle
At home
At work


Outdoors
Other (sl~ecifv)
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CLASSIFICATION


Now, a few questions for classification purposes.


67. Which category best describes your age?
Under 18


18 - 24
25 - 29
30 - 34
35 - 39
40 - 44
45 - 49
50 - 54
55 - 59


60 or over


68. What is your marital status?
Married


Single
Living with a partner


Widowed
Separated


Divorced


69. In addition to yourself, how many people in your household listen to SIRIUS?


RECORD EXACT NUMBER


ASK Q. 70 & 71 FOR EACH PERSON COUNTED IN Q. 69


70. What is the gender of the "first" person in your household who listens to SIRIUS?


71. What is their age?


Male
Female


Under 6
6-11


12- 17
18-24
25 - 29
30 - 34
35 - 39
40.-44
45 - 49
50 - 54
55 - 59


60 or Over
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73. In total, how many minutes per day do you spend commuting to and from work using a vehicle
in which SIRIUS is available?.


RECORD MINUTES


76 Do consider yourself to be...? (READ LIST)


Hispanic
Non-Hispanic


(DO NOT READ) Refused


77. This question is just to ensure proper representation by racial group. In what racial group do
you consider yourself? (READ LIST. RECORD ONE RESPONSE.)


Caucasian
African American


Asian (Pacific Islander/Oriental)
Asian Indian


Native American (Eskimo/Aleutian)
Mixed Race


Other (SPECIFY).


78. What is the last grade of school that you, yourself completed? (DO NOT READ)


Grade School (Grades 1-8)
Some High School (Grades 9-11)


Completed High School (Grade 12)
Some College


College Graduate
Post College Graduate


Other Vocational/Technical Education Beyond High School (E. G., Business, Nursing)
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79. Are you ...? (WEB VERSION ONLY)


19


(CATI VERSION RECORD GENDER) Male
Female


80.


80b.


(TELEPHONE VERSION) Please stop me when I read the category that best describes your
family’s total annual household income before taxes. (READ LIST= RECORD ONE
RESPONSE=)


(WEB VERSION) Which of the following categories best represents your family’s total annual
household income before taxes?


Less than $20 000
$20,000 but less than $30 000
30,000 but less than $40 000


$40,000 but less than $50 000
$50,000 but less than $60 000
$60,000 but less than $70 000
$70,000 but less than $80 000
$80,000 but less than $9(] 000


$90,000 but less than $100 000
$100,000 but less than $125 000
$125,000 but less than $150 000


$150,000 or more
(DO NOT READ) Don’t Know


(DO NOT READ) Refused


Do you own your home, rent it, or do you have some other living arrangements, such as living
in the home of your parents or children?


Own home
Rent home


Live in home of parents
Live in home of children


Other


Thank and close!







THIS EXHIBIT IS RESTRICTED







Questionnaire sections:
1. Screener (S)
2. SIRIUS Listening (SL)
3. Channel Deep Dive (DD)
4. Profiling (P)
5. Demographics (DE)


Total length


A VG 3:30 rains
A VG 3:40 rains
A VG 8:40 rains
A VG 7:10 rains
A VG 4:00 rains


27:00 rains


SIR Ex. 23


FINAL







Slntro. On behalf of SIRIUS Satellite Radio, TNS is conducting a survey regarding your SIRIUS
Satellite Radio service, and we are interested in your opinions. The purpose of this survey is for
SIRIUS to understand what you like to listen to and how SIRIUS can make the service even
better in the future.


$1 ($1) Does anyone in your household currently subscribe to SIRIUS Satellite Radio?     20 SECS
Yes., ....... ...... ......... ..... .... ...... ........ .... ......... . ...... 1


Don’t Know ....................................................... 3
[IF "No/DK" TO QS1, TERMINATE]


[NUMERIC BOX - RANGE 0-10] 20 SECS
$2 ($2) How many people in your household, including yourself and any children, listened to SIRIUS
for at least one hour last week?


[IF S2=0, TERMINATE. IF $2 = 1, GO TO QS5]


[ASK S3 IF $2= 2÷. CREATE TWO COLUMNS FOR EACH PERSON IN THE HOUSEHOLD. GENDER SHOULD BE A
DROP DOWN LIST (GENDER -- M/F), AGE SHOULD BE A NUMERIC (RANGE 1-120). CAPTURE DATA BY PERSON
(UP TO 10 PEOPLE). DOES NOT HAVE TO BE A GRID - LAYOUT AS BLOCKS]
$3 (S3) Please indicate the gender and age for each person in the household, including yourself and
any children, who listened to SIRIUS for at least one hour in the past week.       40 SECS


Gender Age
Yourself
Person #2
Etc.


PROGRAMMING: LOGIC CHECK WITH QS2


[IF $2=2+, SCRIPT RANDOMLY SELECTS ONE PERSON AGED t3+ TO ANSWER THE SURVEY- IF ALL UNDER
13, TERMINATE]


PROGRAMMING NOTE: CAPTURE PERSON # (1-10) SELECTED TO TAKE THE SURVEY, AND THEIR
GENDER/AGE







[SP, ASK IF $2 = 2+ AND SCRIPT DOES NOT SELECT CURRENT RESPONDENT ("YOURSELF") AT $3, ELSE ’
SKIP TO QSS]
$4 (S4a) Since this survey is being conducted among everyone who listens to SIRIUS and not just the


main subscriber, we have chosen [(INSERT PERSON FROM $3)] as the person we would like to
have answer this survey. In order to accurately represent all SIRIUS listeners it’s important that
this particular person completes the survey. You described this person as [INSERT GENDER] and
age [INSERT AGE]. IS it OK if this person takes over completing the rest of this survey?


They don’t have to do this right now - they can always click on the link and restart the survey
from the next question later on. You can also forward them the e-mail we sent you with the
survey invitation and by clicking on the link, they will resume from the next question.


IF $4=3 GO TO TERMINATE SCREEN


Yes, [(PERSON FROM $3)] is available
now ......................................................1


Yes, [(PERSON FROM S3)] is/will be available
to complete the survey within the next
day or two ....................................................2


No, [(PERSON FROM $3)] cannot complete
the survey within the next day or two.; ..........3


PROGRAM S4A BUT DO NOT USE UNLESS NEEDED - INCIDENCE WILL BE REVIEWED AFTER
FIRST WEEKEND OF INTERVIEWING TO DETERMINE NEED


[ASK IF $4 = 3 (No) o DISPLAY]
S4A ($4a2) Since the other listener in the household is not able to take the survey, we do appreciate
your time to complete the survey. Please answer all questions according to YOUR opinion and
listening, not the person in your household who was selected.


[DISPLAY, SHOW IF $4 =1] 20 SECS
IntroS4B. Now, please hand the survey over to the person selected to take the survey.


[Display, Show if $4 =2]
IntroS4C. Now, please close out of the survey and make sure the email is available for [(PERSON
FROM $3)] tO take the survey, or forward the survey to [(PERSON FROM $3)],


On behalf of SIRIUS Satellite Radio, TNS is conducting a survey regarding your SIRIUS
Satellite Radio service, and we are interested in your opinions. The purpose of this survey is for
SIRIUS to understand what you like to listen to and how SIRIUS can make the service even better in
the future.







S4D (new) First, are you 13 years of age or older?


NO ...........................2 - GO TO TERMINATE SCREEN


Prefer not to answer .... 3 - GO TO TERMINATE SCREEN


S4E (new) Did you listen to SIRIUS for at least one hour last week?
Yes ..........................1
No ...........................2 = GO TO TERMINATE SCREEN
Prefer not to answer ....3- GO TO TERMINATE SCREEN


PROGRAM S4F BUT DO NOT USE UNLESS NEEDED
S4F (new)
[IF QS4D OR S4E = NO/REFUSED, ASK]
is there anyone else in the household who is 13 years of age or older and listened to SIRIUS for at
least one hour last week who can complete the survey?


Yes, [(PERSON FROM $3)] is available
now ..................................................1


Yes, [(person from $3)] is/will be available
to complete the survey within the next
day or two ............................................2


IF "NO’, TERMINATE. IF ’YES’, ASK INTROS4B IF "1" OR INTROS4C IF "2"


$5 (new) Thinking about all of the time you spend in an average week listening to music or talk on any
device (SIRIUS, AM/FM radio, CDs, MP3/Ipod, online, etc.), about how often do you listen to
SIRIUS Satellite Radio? (SP)


Frequently
Occasionally
Rarely







$6 (new) When do you usually listen to SIRIUS? Please select all the hours that you usually listen to
Sirius Monday thru Friday, Saturday and Sunday? You do not need to listen to the entire hour to select
a time. (Select all that apply)


MONDAY-FRIDAY


MORNING
5:00 AM - 6:00 AM


6:00 AM - ,7:00 AM
7:00 AM - 8:00 AM
8:00 AM - 9:00 AM


9:00 AM - 10:00 AM
MIDDAY


10:00 AM - 11:00 AM
11:00 AM - NOON
NOON - 1:00 PM


1:00 PM - 2:00 PM
2:00 PM - 3:00 PM


AFTERNOON
3:00 PM - 4:00 PM
4:00 PM - 5:00 PM
5:00 PM - 6:00 PM
6:00 PM. - 7:0,.0..PM
7:00 PM - 8:00 PM


EVENING
8:00 PM - 9:00 PM
9:00 PM - 10:00 PM
10:00 PM - 11:00 PM


1 I:00 PM - MIDNIGHT
LATE NIGHT


MIDNIGHT - 1:00 AM
1:00 AM - 2:00 AM
2:00 AM - 3:00 AM
3:00 .AM - 4:00 AM
4:00 AM - 5:00 AM


SATURDAY
MORNING


5:00 AM - 6:00 AM


6:00 AM - 7:00 AM
7:00 AM - 8:00 AM
8:00 AM - 9:00 AM


9:00 AM - 10:00 AM
MIDDAY


10:00 AM - 11:00 AM
li:00 AM - NOON
NOON - 1:00 PM
1:00 PM - 2:00 PM
2:00 PM - 3:00 PM


AFTERNOON


3:00 F~M - 4:00 PM
4:00 PM - 5:00 PM
5:00 PM - 6:00 PM
6:00 PM - 7:00 PM
7:00 PM - 8:00 PM


E~ENING


8:00 PM - 9:00 PM
9:00 PM - 10:00 PM
10:00 P.M- 11:00 PM


11:00 PM - MIDNIGHT
LATE NIGHT


MIDNIGHT - i:00 AM
t:00 AM - 2:00 AM
2:00 AM - 3:00 AM,
3:00 AM - 4:00 AM
4:00 AM - 5:00 AM


SUNDAY
MORNING


5:00 AM - 6:00 AM


6:00 AM - 7:00 AM
7:00 AM - 8:00 AM
8:00 AM - 9:00 AM


9:00 AM - 10:00 AM
MIDDAY


,,11:00 AM - NOON
NOON - 1:00 PM
1:00 PM - 2:00 PM
2:00 PM - 3:00 PM


AFTERNOON


3:00 PM - 4:00 PM
4:00 pM - 5:00 PM
5:00 PM - 6:00 PM
6:00 PM - 7:00 PM
7:00 PM - 8:00 PM


EVENING


8:00 PM - 9:00 PM
9:00 PM - 10:00 PM
10:00 PM - 11:00 PM


1! ~.0,.0 PM - MIDNIGHT
LATE NIGHT


~IDNIGHT - i:00 A~
1:00 AM - 2:00 AM
2:00 AM - 3:00 AM
3:00 AM - 4:00 AM
4:00 AM - 5:00 AM


[SP]
$7 (S4b) Taking into account everything about your SIRIUS subscription - music/talk/entertainment


programming, price, equipment, customer service, etc. - how do you feel about SIRIUS overall?
Please use a scale of 1 to 10 where 10 means I Love It and 1 means I Hate It. You can use any
number in between 1 and 10.







$8 (s4c). Overall, how do you feel about the programming on SIRIUS, that is, the channels, shows,
hosts and DJs on SIRIUS?


$9. (S4d) How likely are you to continue to subscribe to SIRIUS Satellite Radio? 20 secs
If "Subscriber" not selected, display (If you are not the main subscriber to SIRIUS Satellite
Radio, please tell us what your household is most likely to do.) Programming: "Subscriber" for
this question = $2=1 OR S3="YOURSELF" CHOSEN
Please use a scale of I to 10, 1 being "! plan to Cancel SIRIUS immediately" and 10 being "1 plan to
Keep SIRIUS indefinitely"


I plan to I plan to
Cancel SIRIUS Keep.SIRIUS


Immediately Indefinitely
1 2    3    4    5    6    7    8    9 10







[SP, RANDOMIZE ALL EXCEPT ’NONE’, ASK IF 18+ AT $3 OR $2=1]
$10 ($5)     Are you currently employed in any of the following professions? 20 secs


Ad Agency or Public Relations Firm ..................1
Marketing Research Company ..........................2
Investment or Financial Consulting ...................3
Car Dealer or Manufacturer ..............................4
Consumer Electronics Retail or


Manufacturing .................................................5
Radio or Satellite Radio Company ....................6
None of the above ............................................7


[IF 6 (RADIO OR SATELLITE RADIO) AT Sl 0, TERMINATE]


[sP - ASK ALL]    20 SECS
$11 ($7). Have you participated in any other surveys about SIRIUS Satellite Radio in the past 12
months?


[IF S11 -- 1 (YES), TERMINATE]


[$P- ASK ALL]
$12 (s8). Were you involved at all in the decision to subscribe to SIRIUS?


[SHOW TO ALL TERMINATED INTERVIEWS]           20 SECS
Terminate screen: We REALLY appreciate your willingness to participate in this survey and for being
a valued subscriber to SIRIUS. Those are all the questions we have. Thank you for your time.


PROGRAMMING NOTE: KEEP TERMINATE DATA







SIRIUS LISTENING MODULE


[ASK ALL] (40SEC)
! (SL1) Please think about what exactly you listened to on SIRIUS within the <yellow>past


week</yellow>; that is, what shows, DJs, channels, and hosts do you recall listening to for at
least five minutes? Be as specific as possible.


[MP - ASK ALL - SHOW TWO CATEGORIES PER SCREEN, RANDOMIZE CATEGORIES - ADD A "NONE OF
THESE ON THIS SCREEN" TO EACH SCREEN -- CAPTURE ONE "NONE OF THESE" FOR THE WHOLE QUESTION
(NONE TO ALL SCREENS) --SECOND SCREEN, START WITH "AGAIN, WHICH OF..."] (40 SEC AVE)
DISPLAY PROGRAMS/HOSTSlDJs AS "MOUSE OVERS" OR CLICK ON BUTTON TO DISPLAY BY CATEGORY
WILL BE PRESENTED BY CATEGORY
2 (SLla) Which of the following SIRIUS Satellite Radio Music channels have you [YELLOW FONT]


listened to for at least five minutes in the past week [END YELLOW FON’I~J? Ifyou have already
mentioned the channel in the previous question, please select that channel again. If you have not listened to any of
these, please select "None of these".


PROGRAMMER NOTE: PLEASE SHOW CHANNEL NUMBER AND NANIE, WITH DESCRIPTION IN
(), DO NGT SHOW GENRE.


Ch # ~a~e Description Genre
1 SIRIUS Hits 1 Top 40 Hits Pop
2 StarLite Lite Pop Pop
3 SIRIUS Love Love Songs Pop
4 Movin’ Easy Easy Listening Pop


5
6
7
8


9
10
11
12
13


14
15
16
17
18


19


SIRIUS Gold The ’50s Pop
’60s Vibrations The ’60s Pop
Totally ’70s The ’70s Pop
Big ’80s The ’80s Pop


The Pulse The ":JOs & Now Pop
The Bridge Mellow Rock Pop
BBC Radio 1 New Music from the U.K. Pop
Super Shuffle SIRIUS Super mix Pop
EIvis Radio Elvis Radio Live From Graceland Pop


Classic Vinyl Early Classic Rock Rock
Classic Rewind Later Classic Rock Rock
The Vault Deeper Classic Rock Rock
Jam_ON Jam Bands Rock
The Spectrum Adult Album Rock Rock


Buzzsaw Classic Hard Rock Rock







20
21
22
23


24
25
26
27
28


30
31
32
98


33
34
35
36
37


4O
43
45
5O
51
53


60
61
62
63
65


66
67
68


70
71
72
73
74


75
77
80
85
86


9O


Octane
AIt Nation
First Wave
Hair Nation


SIRIUS Disorder
Underground Garage
Left Of Center
Hard Attack
Faction


The Coffee House
Radio Margadtaville
Reggae Rhythms
Roiling Stones Radio


Area 33
Boombox
Chill
The Beat
The Strobe


Hip-Hop Nation
BackSpin
Shade 45
Hot Jamz
Heart & Soul
Soul Town


New Country
Prime Country
The Roadhouse
Outlaw Country
Bluegrass


Spirit
Revolution
Praise


Planet Jazz
Jazz Cafe
Pure Jazz
Spa 73
SIRIUS Blues


Standard Time
Broadway’s Best
Symphony Hall
Classical Voices
SIRIUS Pops


Universo Latino


Pure Hard Rock
Alternative Rock
Classic Alternative
80s Hair Bands


Eclectic/Free Form
Garage Rock
New/College/Indie Rock
Heavy Metal
Punk, Hip-Hop, Hard Rock Mix


Singer-Songwriters and Acoustic Rock
Jimmy Buffett’s channel
Reggae
All Rolling Stones music


Trance & Progressive House
Breakbeats/OId Skool
Smooth Electronic
Dance Hits
Disco/Classic Dance


Non-stop Hip-Hop 24/7
Old Skool Rap
Eminem’s Hip-Hop channel
Hip-Hop and R&B Hits
R&B Hits
Classic Soul & Motown


Today’s Country Hits
’80s & ’90s Country Hits
Classic Country
Outlaw Country
Bluegrass


Christian Hits
Christian Rock
Gospel


Contemporary Jazz
Smooth Jazz
Classic Jazz
New Age
Blues


Standards/Swing
Broadway Show Music
Symphonic and Chamber music
Classical Voices
Classical Pops


Latin Pop Mix


Rock
Rock
Rock
Rock


Rock
Rock
Rock
Rock
Rock


Rock
Rock


Electronic/Dance
Electronic/Dance
Electronic/Dance
Electronic/Dance
Electronic/Dance


HIp-Hop/R&B
Hip-Hop/R&B
Hip-Hop/R&B
HIp-Hop/R&B
Hip-Hop/R&B
Hip-Hop/R&B


Country
Country
Country
Country
Country


Christian
Christian
Christian


Jazz/Blues
Jazz/Blues
Jazz/Blues
Jazz/Blues
Jazz/Blues


Standards
Standards
Classical
Classical
Classical


Latin/International







92
93
94
95


Rumbon
bande a part
CBC Radio 3
Iceberg Radio


Reggaeton/Tropical
New French-language Music
Canadian Indie Music
Canadian Adult Alternative


Latin/International
Latin/International
Latin/International
Latin/International







[MP = ASK ALL - SHOW TWO CATEGORIES PER SCREEN, RANDOMIZE CATEGORIES - ADD A "NONE OF
THESE ON THIS SCREEN" TO EACH SCREEN - CAPTURE ONE "NONE OF THESE" FOR ALL SCREENS (NONE OF
THESE TO ALL) -- SECOND SCREEN START WITH "AGAIN, WHICH OF..."] (40 SEC - 2 SCREENS)
3 (SL2) Which of the following SIRIUS Satellite Radio News, Sports, and Entertainment channels have


you <yellow>listened to for at least five minutes in the past week [END YELLOW FONT]? Ifyou have
already mentioned the channel in the previous questions, please mention that channel again. Please only men,on
those you have listened to on SIRIUS Satellite Radio rather than on TV or AM/FM radio.


PROGRAMMER NOTE: PLEASE SHOW CHANNEL NUMBER AND NAME, WITH DESCRIPTION IN
(). DO NO’r SHOW GENRE.


105 Laugh Break Family Comedy Comedy
103 Blue Collar Comedy (Comedy featuring Jeff Foxworthy, Bill Comedy


Engvall, Larry The Cable Guy and PJ
Walsh)
(Uncensored comedy including the Jim
Breuer Show and the Wiseguys)


104 Raw Dog Comedy


115 Radio Disney Family & Kids
116 Kids Stuff Family & Kids
118 RadioClassics (Old-time Radio Shows) Family & Kids
119 Discovery Channel Radio Family & Kids


111 Cosmo Radio (with Cosmopolitan Magazine) Lifestyles
112 Martha Stewart Living Radio (Martha Stewart, her experts, and Alexis Lifestyles


and Jennifer)
Healthy living with a twist114 LIME Lifestyles


129 CNBC Financial News
130 Bloomberg Radio Financial News
131 Fox News Channel US News
132 CNN US News
133 CNN Headline News US News


137 CBC Radio One Canadian National and International International News
News


138 Premiere Plus Canadian Current Affairs International News


140 World Radio Network (News from around the world) International News
141 BBC World Service New~ International News
182 BBC Mundo International News


183 Radio Korea International News


159 Christian Talk Religion
160 EWTN Global Catholic Network Religion


120 ESPN Radio Sports Talk & News
121 ESPNEWS Sports Talk & News







122
123
181
125


124
127


100


101


102


106


107
108
110
117


Sports Byline USA
SIRIUS Sports Action
ESPN Deportes


Sports Play-by-Play


SIRIUS NFL Radio
NBA Radio on SIRIUS


Howard 100


Howard 101


SIRIUS Stars


SIRIUS OutQ


E! Entertainment Radio
Maxim Radio
Court TV Radio
WSM Entertainment


Sports Talk and Play-by-Play
Sports Talk and Play-by-Play


NFL, college football, soccer, and horse
racing
(nonstop NFL talk)


Sports Talk & News
Sports Talk & News
Sports Talk & News


More Sports


NFL
NBA


(Howard Stem)


(Howard Stern, Bubba The Love Sponge, Scott Ferrall)


(Adam Curry, Jay Thomas, Richard
Simmons, Judith Regan, and morn)
Gay & Lesbian Radio including Larry
Flick, Frank DeCaro, Michaelangelo
Signorile, Derek & Romaine, John
McMullen)


Grand Ole Opry


Talk


Talk


Talk
Talk
Talk
Talk


143
144


145


146


ABC News & Talk


SIRIUS Patriot


Fox News Talk Channel


SIRIUS Left


(including Sean Hannity)


(Conservative Values including Bill
Bennett, the NRA, G. Gordon Liddy, Mike
Church and Michael Reagan)
(Bill O’Reilly, Nell Cavuto, John Gibson,
Alan Colmes, Brian and the Judge)
(Liberal Talk including Bill Press, Alex
Bennett, Lynn Samuels, Ed Schultz,
Young Turks. Stephanie Miller, and Thom
Hartmann)


Issues


Issues


Issues


Issues


147 Road Dog Trucking (Including Open Road Caf6, Free
Wheelin’ w! Meredith Ochs and Chris T,
Cad P Mayfield)


Issues


198


139
134
135
136


148-158
184


Playboy Radio


C-SPAN Radio
NPR Now
NPR Talk
PRI Public Radio International


Local traffic and weather
SIRIUS Weather & Emergency SIRIUS Weather & Emergency


Talk


Public Radio
Public Radio
Public Radio
Public Radio


Traffic & Weather
Traffic & Weather







[IF "NONE OF THESE" TO ALL CHANNELS IN Q213, GO TO Q18]


{SP - GRID. ASK IF 1+ CHANNELS SELECTED IN Q2/3 -- SHOW ITEMS SELECTED IN Q2/3-RANDOMIZE]
4 (new). Thinking about your overall SIRIUS listening, how often do you listen to each of the following
channels?


Frequently
O~:casionally
Rarely


IMP - ASK IF 1+ CHANNELS SELECTED IN Q2/3 -- SHOW ITEMS SELECTED IN Q213 - RANDOMIZE] (20 SEC)


5 (SL7) Which channels did you listen to for at least five minutes [YELLOW FONT] yesterday [END YELLOW
FONT] on SIRIUS?


- I Listened To This Channel For At Least Five Minutes Yesterday
- I Did Not Listen To This Channel For At Least Five Minutes Yesterday


DATA-ONLY: SIRIUS LISTENER YESTERDAY = Q5 NOT "NONE".
DATA-ONLY: NON-SIRIUS LISTENER YESTERDAY = Q5 "NONE"







Channel Deep-Dive Modu, le [we may need to create a weighted priority for shows/hosts/djs
selection in-field - please script so that tb|s change can be made in-field]
[ASK MODULE TO ALL THOSE WHO HAVE LISTENED TO SIRIUS IN THE PAST WEEK ("ONE OR MORE
SELECTED" AT Q2/3)
DATA=ONLY: LISTENED TO SIRIUS IN THE PAST WEEK = Q2/3 1+ SELECTED CHANNEL


[DISPLAY]


61ntro: Now we would like to focus on the SIRIUS channels you’ve listened to within the past week.
(20 SEC)


IMP - ASK Q6 IF ANY SPORTS CHANNELS SELECTED AT Q3 - RANDOMIZE CHANNELS AND PEOPLEISHOWS
WITHIN CHANNELS]


6 (DD01). You mentioned that you listened to these sports channels last week. For each of these, which
of these shows or hosts did you listen to for at least five minutes last week?


SIRIUS NFL Radio (SHOW IF Q3 = 124)
Bob Papa
Randy Cross
Pat Kirwan
Tim Ryan
Adam Schein
Carl Banks
Gil Brandt
Shannon Sharpe
Cds Carter
Tiki & Ronde Barber
Keyshawn Johnson
Solomon Wilcot


None of these/Don’t recall


SIRIUS Sports Action (SHOW IF Q3 -- 123)
SIRIUS Sports Action Newsdesk
SIRIUS Speedway with Dave Moody
Rivals Radio with Bill King
lan Eagle
Kenny Smith
Phil Jackson
Dave Moody
Bill King
Full Court Press
None of these/Don’t recall


Play-by-Play (SHOW IF Q3 = 125)
At The Races & Beyond - Talking Horses
Wodd Soccer Daily
None of these/Don’t recall







{SP - GRID. INSERT LIST OF ALL FROM Q6- RANDOMIZE]
7 (new). Thinking about your overall SIRIUS listening, how often do you listen to each of the following
shows or hosts?


Frequently
Occasionally
Rarely


[MP - ASK Q8 IF LISTENED TO TALK CHANNELS AT Q3 - RANDOMIZE CHANNELS AND DJs/HOSTSIsHows
WITHIN CHANNELS]
8 (DD02). YOU mentioned that you listened to these talk/entertainment channels listed below. For each


of these, which of these shows or hosts did you listen to for at least five minutes last week?


Howard 100 (SHOW IF Q3 = 100)
- Howard Stern Show
- Howard 100 News


- None of these/Don’t recall


Howard 101 (SHOW IF Q3 = 101)
Howard Stem Show
Bubba The Love Sponge
Scott Ferrall
None of these/Don’t recall


SIRIUS Stars (SHOW IF Q3 =102)


The Jay Thomas Show
- Adam Curry’s Podshow
- Whatever, with Alexis and Jennifer
- Lighten Up with Richard Simmons
- Judith Regan Show
- Tiki Barber’s National Sweep
- Sunday Morning Shootout with Peter Bart,


Peter Guber
Senator Bill Bradley’s American Voices
Dave Marsh’s Kick Out The Jams
Mojo Nixon Show
Talk Sex with Sue Johanson
The SIRIUS Starcast


None of these/Don’t recall


Raw Dog Comedy (SHOW IF Q3 =104)


- All request comedy hour
- The Jim Breuer Show (pronounced


"Brewer")
- The Wiseguys Show
- The Comedy Clips from various comedians


None of these/Don’t recall







SIRIUS OutQ (SHOW IF Q3 =106)


- OutQ In The Morning with Larry Flick
- The Frank DeCaro Show
- The Michaelangelo Signorile Show (pronounced


"Seen-your-elly")
- Derek and Romaine
- The John McMullen Show


- Last Call with Jeremy Hovies (latenight music)
- Gay Celebrity guest hosts
- OutQ News


- Weekend gay-friendly music
None of these/Don’t recall


Maxim Radio (SHOW IF Q3 --108)


- Rich and Covino
- Bower


Evan and Brian
None of these/Don’t recall


Court TV (SHOW IF Q3 =110)


Court TV Morning Radio with Vinnie Politan
- Live daytime Court coverage
- Catherine Crier


None of these/Don’t recall


Cosmo Radio (SHOW ~F Q3 =t11)
Wake Up With COSMO Radio, with Tia and


Taylor (morning show)
- Go To Bed With Cosmo Radio, with Victoria
and Patrick (night show)


Cosmo Confessions
Seven Things You Need To Know Before
You Go


- Guy Spy
- Cosmo Beauty Beat


None of these/Don’t recall







Martha Stewart (sHow IF Q3 =112)


- Morning Living with Lauren Pressley
(weekday mornings)


- Ask Martha - Martha Stewart and your
phone calls
Whatever! With Alexis and Jennifer
Afternoon Living with Keri Nolan (weekday
afternoons)
EatDrink with Lucinda Scala Quinn (food)
Everyday Food with Sandy Gluck (food)
Beauty Talk with Eva Scrivo
HomeGrown with Margaret Roach and
Andrew Beckman (Gardening)
Ask Mark - The Petkeeper with Mark
Marone (Pets)
Body and Soul Hour- body, mind, spirit and
wellness
The Wedding Planner with Darcy Miller
Home 101 with Melanio Gomez -
(homekeeping tips)
Living With Technology


None of these/Don’t recall


Lime Radio (SHOW IF Q3 --114)


- Shows about Psychics/Astrologers
- Shows about Green Living
- Shows about Altemative/Holistic Health
- Shows about Personal Growth/Spirituality


Shows about Relationships
None of these/Don’t recall


Radio Classics (SHOW IF Q3 =118)


- Comedy shows (such as Jack Benny)
- Adventure shows (such as Green Hornet)
- Suspense shows (such as Whistler)
- Crime shows (such as Dragnet)
- Drama shows (such as Lux Radio Theater)
- Famous speeches and recordings from the


early to mid 20"~ Century
Excerpts of classic audiobooks (such as
Wuthering Heights)
Excerpts of new audiobooks


None of these/Don’t recall







ABC News/Talk (SHOW IF Q3 =143)


- Mark Davis
- Sean Hannity


Larry Elder
None of these/Don’t recall


SIRIUS Patdot (SHOW =F Q3 =144)


Bill Bennett’s Morning In America
- G Gordon Liddy
- NRA Radio (Cam and Company)
- Mike Church
- Michael Reagan
- Pentagon Radio


None of these/Don’t recall


Fox News/Talk (SHOW IF Q3 =145)


Bill O’Reilly
Nell Cavuto
John Gibson


- Alan Colmes
- Bdan And The Judge
- Fox Across America with Spencer Hughes


None of these/Don’t recall


SIRIUS Left (SHOW IF Q3 = 146)


Bill Press
Alex Bennett
Thorn Hartmann
Lynn Samuels
Ed Shultz
Young Turks
Stephanie Miller


None of these/Don’t recall







Road Dog Trucking (sHow IF Q3 --14"7)


Open Road Caf6
Freewheelin’ with Meredith Ochs
and Chris T
Hammerdown Radio with DJ Rig Rocker
Carl P Mayfield and the P-Team
Road Dog Trucking news, interstate
weather and interstate alerts


None of these/Don’t recall


Playboy Radio (SHOW IF Q3 =-198)


- Playboy Mornings
- Playmate Hour
- Afternoon Advice


Sexy Stodes
Night Calls
Private Calls


None of these/Don’t recall


{SP - GRID. INSERT LIST OF ALL FROM Q8-- RANDOMIZE]
9 (new).Thinking about your overall SIRIUS listening, how often do you listen to each of the following
shows or hosts?


Frequently
Occasionally
Rarely







[MP - ASK Q10 IF LISTENED TO MUSIC CHANNELS AT Q2 - RANDOMIZE CHANNELS AND
PEOPLE/SHOWS WITHIN CHANNELS
10 (DD03). You mentioned that you listened to these music channels listed below. For each of these,


which of these shows, DJs or hosts did you listen to for at least five minutes last week?


SIRIUS Hits 1 (SHOW IF Q2=1)
The Morning Mash-Up
Human Numan
Kid Kelly
None of these/Don’t recall


Shade 45 (SHOW IF Q2=45)
Cipha Sounds ("SY-fuh Sounds")
Angela Yee
Rude Jude and Lord Sear
Lil’ Shawn
Clinton Sparks
G-Unit Radio with Whoo Kid
Kay Slay
The Aphilliates
None of these/Don’t recall


Octane (SHOW IF Q2=20)
Kayla
None of these/Don’t recall


AIt Nation (SHOW IF Q2=21)
Demos ["DEE-mos}
Madison
None of these/Don’t recall


First Wave (SHOW IF Q2=22)
Richard Blade
Freddy Snakeskin
Swedish Egil ("Eagle)
Fred Schneider
None of these/Don’t recall







Faction (SHOW IF Q2=28)
Jason Ellis ......................................................
Tony Hawk ......................................................
Barn Margera ("marj-AIR-
uh") ..................................................
Lance Armstrong ............................................
Kelly Slater .....................................................
Jonny Moseley ................................................
Kerri Walsh ....................................................
Bode Miller ....................................................
Marky Ramone ....................................
Tully
Will Pendarvis
Carrie Sheinberg
None of these/Don’t recall


Underground Garage (sHow II= Q2=25)
Kid Leo ...........................................................
Handsome Dick Manitoba ..............................
Andrew Loog Oldham .....................................
Mighty Manfred
Martin Lewis
Joan Jett
None of these/Don’t recall


Big 80s (SHOW IF Q2=8)
Mark Goodman ...............................................
Nina Blackwood ..............................................
Alan Hunter .....................................................
Martha Quinn ..................................................
None of these/Don’t recall


Totally ’70s (sHow IF Q2=7)
Barry Williams [aka "Greg Brady"]
None of these/Don’t recall


The Strobe (SHOW IF Q2=37)
Deney Terrio
None of these/Don’t recall


Classic Vinyl (SHOW IF O2=14)
Dennis Elsas ..................................................
Carol Miller ......................................................
Dusty Street ...................................................
None of these/Don’t recall


’60s Vibrations (SHOW IF Q2=6)
Cousin Brucie .................................................
Pat St. John ............................................
None of these/Don’t recall







Outlaw Country (SHOW IF Q2=63)
Mojo Nixon ............
Shooter Jennings
Hillbilly Jim
Cowboy Jack Clement
Dallas Wayne
None of these/Don’t recall


The Vault (sHow IF Q2=16)
Pat St. John .............................................
None of these


Radio Margaritaville (SHOW IF Q2=31)
Carson Cooper
Steve Huntington
Miles Hampton
None of these/Don’t recall


SIRIUS Disorder (SHOW IF Q2=24)
Vin Scelsa
("skellsuh") ....................................... " ........
David Johansen .......................................
Meg Griffin .............................................
None of these/Don’t recall


BBC Radio 1 (sHow IF Q2=11)
Chris Moyles .....................................
None of these/Don’t recall







{SP - GRID. INSERT LIST OF ALL FROM Q10- RANDOMIZE]
11 (new).Thinking about your overall SIRIUS listening, how often do you listen to each of the following
shows or hosts?


Frequently
Occasionally
Rarely


[WE MAY NEED TO CREATE A WEIGHTED PRIORITY FOR SHOWS/HOSTS/DJS SELECTION IN-FIELD - PLEASE
SCRIPT SO THAT THIS CHANGE CAN BE MADE IN-FIELD]


[GRID, SP ACROSS, LIST ALL CHANNELS/SHOWS/HOSTS/DJS SELECTED FROM PAST WEEK AT 21316/8/10 -
RANDOMIZE LIST AND RANDOMIZE SHOWS/DJs/HOSTS WITH CHANNELS]
12 (DD1). Using a scale from 1 to 10, where 10 means "Love" and 1 means "Hate", please tell us how


you feel about the following channels, shows, hosts or DJs...


1       2     3     4     5     6     7     8     9
[Insert channel name]
[Insert channel name]
[Insert channel name]


Love10 ’t


[WE MAY NEED TO CREATE A WEIGHTED PRIORITY FOR SHOWS/HOSTS/DJS SELECTION IN-FIELD - PLEASE
SCRIPT SO THAT THIS CHANGE CAN BE MADE IN-FIELD]


[GRID, SP ACROSS. INSERT LIST OF ALL CHANNELSlSHOWSlDJSIHOSTS CHOSEN FROM 2131618110 -
RANDOMIZE LIST AND RANDOMIZE SHOWSlDJSIHOSTS WITH CHANNELS] ].
13 (DD2a). And for each of the channels, shows, hosts or DJs you listened to last week, please tell us


<yellow> how frequently you have talked to friends/people about how good this
channel/show/host/DJ is<lyellow>. Please use the scale below, where 1 means "Never" and 10
means "Frequently"


[Insert channel name]
[Insert channel name]
[Insert channel name]


14 (new). Taking into account the steps necessary to cancel your subscription to SIRIUS, and the fact
that you would no longer be paying for the service, please list any channels, shows, hosts or DJs that
would cause you to cancel your subscription if they were no longer available on SIRIUS.







1 5. [SP. INSERT LIST OF ALL CHANNELS CHOSEN FROM Q2/3 - RANDOMIZE]
if this channel was taken off the air today, which would you be MOST likely to do? (SELECT ONLY
ONE)


It wouldn’t bother me enough to complain ..............................................................1
I’d complain to friends but continue to subscribe to SIRIUS .......................................2
I’d complain to SIRIUS but continue to subscribe to SIRIUS .......................................3
I would cancel my subscription to SIRIUS, which would require contacting customer
service and possibly having the SIRIUS radio removed from my car ............................4


[PICK 4 CHANNELS AT RANDOM FROM ANSWERS AT Q2/3. ASSIGN EACH CHANNEL THE SAME WEIGHT FOR
RANDOM SELECTION -- WE MAY NEED TO CREATE A WEIGHTED PRIORITY FOR CHANNEL SELECTION IN-FIELD
PLEASE SCRIPT SO THAT THIS CHANGE CAN BE MADE IN-FIELD]


[FOR EACH CHANNEL SELECTED, ASK Q16 IF Q12 = 819110 AND ASK Q17 IF Q12= 1121314/516/7 - IF LESS
THAN 4 CHANNELS, USE AS MANY AS SELECTED]. AVE 3 MINS.


ASK ALL
16 (DD3). What do you like most about [INSERT CHANNEL]? Please be as specific as possible.
DATA ONLY: CREATE A CORRESPONDING Q-UNIT CAPTURING EACH CHANNEL ASKED (1 6_t, 1 6--2, ETC)


ASK ALL
17 (DD4). What improvements, if any, would you suggest for [INSERT CHANNEL]? Please be as specific
as possible.
DATA ONLY: CREATE A CORRESPONDING Q-UNIT CAPTURING EACH CHANNEL ASKED (’17_t, 17_2, ETC)







Profiling Module


Thank you for your responses, we have just a few more questions for you.


18 (new). Some people participate in activities related to their SIRIUS subscription. How often do you,
personally, do each of the following?


RANDOMIZE
Participate in SIRIUS contest/sweepstakes
Call SIRIUS to request a song
Email SIRIUS a song request
See SIRIUS at an event/festival/game/concert


Never
Less than once a year
Every 6-12 months
Every 3-6 months
Every month or so
A few times a month
A few times a week


[SP]
19 (new). Do you or does any member of your household own and/or lease an automobile?


(Select only one)


Lease ................................................................2
Both own and lease ..........................................3
No one in the household
owns or leases an automobile ...........................4


[ASK ALL - NUMERIC TEXT BOX - RANGE HOURS 0-168 M|N 0-59]
20 (P6al)o    How much time do you spend commuting to and from work or school on average per


week in a car, SUV, or truck? Please include your total round-trip commute time (to and from
work/school). Please list answer in hours and minutes. If you don’t commute at all, please enter
zero.


[MP -ASK IF AGE IS 16+ AT QS3 OR S2=1]
21 (P6a).     IS it a requirement of your job that you drive a vehicle?


Hours Minutes


Yes - truck (long-distance trucking) ..................1
Yes - truck (short-distance trucking) .................2
Yes - other vehicle ...........................................3
No .....................................................................4







[NUMERIC TEXT BOX, RANGE HOURS 0-168 MIN 0-59 --ASK IF (Q21 = 1-3) OR Q19 = 1]
22 (Pll). How much time do you spend in your vehicle IN TOTAL on average per week? Please list


answer in hours and minutes.
Hours Minutes


23 (P13). When it comes to new electronic products and services such as cell phone cameras, DVD
players, satellite TV, digital cameras, iPods and satellite radio, do you consider yourself to be...?
P/ease check one response. [SP]


Among the first to buy .......................................1
Before most, but not first to buy ........................2
Same time as most to buy ................................3
After most, but not last to buy ...........................4
Among the last to buy .......................................5


24 (new). Prior to purchasing your satellite radio system and subscribing to SIRIUS, did you consider XM
Satellite Radio service?


No.........................................................2
Don’t Know ..............................................3


25 (new). Thinking about everything related to the programming on SIRIUS, including the type of
and quality of the channels, shows, music, DJs, talk programs, hosts etc, what in particular impacted
your decision to subscribe to SIRIUS? Please be as specific as possible.







26 (new) How do you find out about new channels, DJs, hosts or special programs on SIRIUS?
(SELECT ALL THAT APPLY)


On air announcements
SIRIUS website
SIRIUS DJs/hosts
SIRIUS newsletters/emails
Other websites
TV commercials
Word of mouth
Information that comes with the bill
Surfing around the channels
Other (do not specify)
None ofthese (SP)
I am not interested in new programming information (SP)


27 (new) How much do you agree or disagree with the following statement "SIRIUS does a good job
informing me of new channels, DJs, hosts and programs" Please use the scale below, where 1
means "Disagree Completely" and 10 means "Agree Completely"


Disagree Agree
Completely Completely


1 2     3    4     5     6    7    8    9 10


28 (new) Have you visited the SIRIUS.com website in the past week?


Yes
No


29 (new) Have you listened to any SIRIUS channels online via the Intemet in the past week?


Yes
No


30 (new). If you could add a new channel to the SIRIUS line-up, what would it sound like?
Please describe the type of music, talk, hosts, etc. that you would like to hear on a
NEW channel that SIRIUS doesn’t currently have. OPEN END


31 (new). Is there a radio show, host or DJ (AM or FM) not currently on SIRIUS that you
would like to have added to SIRIUS? If so, please list them below... OPEN END







Q31A What was your PRIMARY reason you subscribed to SIRIUS? Please type in
your ONE primary reason. (OPEN END)


[DISPLAY]
DEMOIntro: Finally, just a few questions for classification purposes.


Demographics module


[NUMERIC BOX RANGE 13-99]
32 (DE1).    How old are you?


[SP - DO NOT ASK IF UNDER 16 AT Q32]
33 (DE2). What is your madtal status?


[SP]
34 (DE3). Are you ...?


[SP]
35 (DE4). Do consider yourself to be ...?


Married .............................................................1
Single ...............................................................2
Living with a partner ..........................................3
Widowed ...........................................................4
Separated ..............................................." ..........5
Divorced ...........................................................6
Prefer not to answer


Male..................................................................1
Female .............................................................2


Hispanic ............................................................1
Non-Hispanic ....................................................2


[SP] ASK ALL
36 (DE5). This question is just to ensure proper representation by racial group. In what racial group do


you consider yourself?
Caucasian .........................................................1
African American ..............................................2
Asian (Pacific Islander/Oriental) ........................3
Asian Indian ......................................................4
Native Amedcan (Eskimo/Aleutian) ...................5
Mixed Race .......................................................6
Other (SPECIFY). ......................7
Prefer not to answer







[SP - DO NOT ASK IF UNDER t8 AT Q32]
37 (DE6).    What is the last grade of school that you completed?


Grade School (Grades 1-8) ...............................1
Some High School (Grades 9-11) ....................2
Completed High School (Grade 12) ..................3
Some College ...................................................4
College Graduate ..............................................5
Post College Graduate ......................................6
Other Vocational/Technical Education


Beyond High School (E.G., Business,
Nursing) ........................................................7


Prefer not to answer


[SDO NOT ASK IF UNDER 18 AT Q32]
38 (DES). Which of the following categories best represents your household’s total annual income
before taxes?


Less than $20,000 ............................................1
$20 000 but less than $30,000 ..........................2
$30.000 but less than $40,000 ..........................3
$40 000 but less than $50,000 ..........................4
$50 000 but less than $60,000 ..........................5
$60 000 but less than $70,000 ..........................6
$70 000 but less than $80,000 ..........................7
$80 000 but less than $90,000 ..........................8
$9(] 000 but less than $100,000 ........................9
$100 000 but less than $125,000 .....................10
$125 000 but less than $150,000 .....................11
$150,000 or more ............................................12
Prefer not to answer


[NUMERIC - AGE RANGE 1-120. - MUST TOTAL TO 1 OR MORE - PROMPT IF 0 OR BLANK AS TOTAL ]
39 (DE9). Including yourself, how many people currently live in your household? Please remember to


include babies or small children. For each person in the household please include how many
people of each age live in your household.


18+
13-17
6-12
2-5
0-1
Total (auto-sum)







[SP - DO NOT ASK IF UNDER 18 AT Q32]
40 (DEll). Do you owR or rent your residence?


Own .............................................................1
Rent ............................................................2
Do not pay for housing ................................3
Prefer not to answer


[SP - DO NOT ASK IF UNDER 18 AT Q32]
41(new). What is your employment status?


(Select one)


Work part-time (less than 35 hours per week)... 1
Work full-time (35 hours or more per week) ......2
Not employed/retired ...................................3
Not employed/homemaker .............................4
Not employed/student ...................................5
Temporarily not employed .............................6
Prefer not to answer .....................................7


[ASK ONLY IF EMPLOYED: %2 AT Q41]
42 (new). Which of the following best describes your occupation?


Management / business / financial operations ..........1
Professional / related occupations .........................2
Service ............................................................3
Sales/office .......................................................4
Farming / fishing / forestry ....................................5
Construction / extraction / maintenance ...................6
Production / transportation / material moving ............7
Military ..............................................................8


Prefer not to answer


43 (new). How interested are you in politics and/or national/international affairs? (Select one)


Very interested
Somewhat interested
Only slightly interested
Not at all interested
Don’t know
Refused


44 (new). Please indicate which of the following best describes you:


Heterosexual
Homosexual
Bisexual
Transgender
Prefer not to answer


ALL RESPONDENTS WHO GET THROUGH Q44 ARE CONSIDERED A COMPLETED INTERVIEW.







45 (new) Please type in your Zip Code below. (five digits only)


46 (DE15). Thank you for participating in this important survey. Are you willing to be contacted by Sirius
or a Sirius research partner in the future for more questions on topics like this.’? Your e-mail
address will be held in strict confidence by Sirius research partners and they will only contact
you at the direction of Sirius.


47 (QF1). Thinking about SIRIUS Satellite Radio, do you have any additional comments you’d like to
share?


Data from sample file:
Will be used in data, not loaded into survey


INSERT DATA FROM SUBSCRIBER REC,ORD
ID (customer ]D# - this will be included in the disposition to be sent back to SIRIUS)
CITY
STATE
ZIP


CUST_TYPE: Individual, Truck
ACT DATE - Activation Date


PLAN PERIOD - 1-Year, 2-Year, 3-Year, 5-Year, 6-Year, Monthly, Quarterly, semiannually
EMAIL
Sample type (emaii/phone)
Equipment Brand
Equipment Type
Purchase Location
OEM flag
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Background and Experience


1. My name is Michael J. Moore. I am the Vice President, Customer Care at Sirius


Satellite Radio Inc. ("Sirius"). I offer this testimony to discuss Sirius’ extensive efforts to


establish and maintain po.sitive, long-.term relations.hips with its subscribers.


2. I have been with Sirius since October 1999. In my present capacity as Vice


President, Customer Care, I am responsible for overseeing operations in which Sirius interacts


with its subscribers. These operations include Sirius’ customer call centers, which are


responsible for system activation, responding to customer inquiries, account-management,


billing, and renewal. I select service providers, develop training for our customer call centers,


monitor the quality of service provided on customer service calls, and am responsible for


forecasting future customer call center volumes. I have also been significantly involved in


design, development, and maintenance of our subscriber management system (SMS), which is


used to manage interactions with subscribers. A staff of approximately 12 people reports


directly to me.







3. Prior to joining Sirius, Iwas employed by Time Warner for approximately sixteen


years, where I worked with cable television, residential telephony, customer service, sales, and


marketing. I also oversaw the development of the customer care operation for Road Runner, a


high-speed Internet cable service offered by Time Warner.


Summary of Testimony


4. Although most subscribers are initially attracted to Sirius because of our


technology and programming, it is essential that our subscribers’ direct interactions with Sirius


be positive. Continued growth depends, in part, upon subscribers renewing and extending their


subscriptions. A bad experience while interacting with Sirius can easily cause a subscriber to


cancel or not renew his or her subscription. Thus, Sirius devotes significant time and resources to


customer care. Sirius’ commitment to customer se~ice was recognized by J.D. Power and


Associates, the leading independent evaluator of customer service quality. The need to provide


active customer service to subscribers distinguishes Sirius fi:om music content providers such as


Music Choice and Muzak,. which need not concern themselves with customer acquisition and.


retention. I base this testimony on my experience and on information I have learned in my work


and on sources that are available to me and upon which I commonly rely in carrying out my


business responsibilities.


Overview of Customer Care Operations


5. Customer service is a vitally important aspect of any subscription-based service


that must deal directly with the end consumer. Sirius has devoted significant resources in both


time and money to developing systems and procedures for attracting customers as well. as


establishing and fostering positive long-term relationships with subscribers.


6. My group is responsible for radio activations, and in many instances is the first


direct contract that a new subscriber will have with a Sirius representative. We are also
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frequently in contact with subscribers during the renewal process. Thus, our contact with


customers often occurs at critical points in the subscriber relationship. However, depending on


how it is handled, any customer contact has the potential to support or undermine a subscriber’s


relationship to Sirius. Regardless of what event triggers a subscriber’s call or email to Sirius,


subscribers expect a prompt, knowledgeable, courteous response. Because Sirius now has more


than five million subscribers, achieving this seemingly straightforward goal represents a


significant technical and management challenge.


Sirius’ Subscriber Management Sys!em


7. In order to meet the technical challenge of managing the subscriber relationship,


Sirius has devoted significant time and resources to developing an SMS that provides integrated


customer service and billing solutions. Sirius first attempted to work with other companies to


develop an SMS, but experienced several problems with those systems. Ultimately, Sirius


decided to participate in the design and development of its own SMS. This system tracks a


subscriber’s-radio.identification-number,.name, address, and. phone number, and identifies the


type of contract under which that subscriber receives Sirius’ service. The system also enables


Sirius to communicate electronically with subscriber radios to activate and deactivate service.


The SMS also permits subscriber interaction with Sirius through the Interact and other electronic


means. "Ihrough the SMS, Sirius can track the service status of each subscriber in real time,


regardless of whether that subscriber is listening to the service. To manage the subscriber


relationships effectively, all customer contacts with the call centers are recorded in the SMS.


Customer Care Center Operations


8. Sirius has five customer care cdnters staffed at all times with customer service


representatives to handle incoming calls and emails from Sirius’ subscribers. These call centers


are operated by Stream International, Inc. pursuant to an agreement with Sirius. The customer
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care representatives have the ability to access the Sirius SMS billing and accounts system to


facilitate account activation (which often includes responding to hardware set-up issu.es), respond


to billing inquiries, implement program service and address changes, and to perform, other


account updates. Where necessary, the representatives can escalate technical concerns to Sirius


or an appropriate equipment n]anufacturer. Sirius’ customer call care centers handled more than


6.9 million calls and emails in 2005 and I expect them to respond to more than 13 million calls


and emails in 2006. Because of the growing volume of calls, Sirius expects to add a second


customer service vendor to handle call center operations in 2007. This will result in substantial


additional expense to Sirius; however, it is necessary to provide the level of customer service that


Sirius subscribers expect.


9. One difficulty of managing our customer care center operations is that Sirius’


sales (and, thus, corresponding activations and initial set-up issues) are heavily weighted to the


fourth quarter and the holiday season. In particular, the biggest day of the year in the customer


care centers historically is Christmas Day itself. This,year, we expect to need- over 2,500


customer service representatives to handle calls, more than double our standard complement.


Because of the periodic need to expand the customer care center staff so dramatically, as well as


the overall growth trend, it is essential that the system be closely monitored and permit rapid


training so that all customer care representatives can respond effectively to Sirius customers.


10. In addition to itfi customer call care centers described above, Sirius also provides


full time customer service on direct sales of hardware. Approximately 50% of these customer


service ca/Is relate to new customer activations; others relate to general customer care issues,


including account management, address changes, and radio updates. Particularly in view of the


popularity of newer, more complex and wearable products such as the $50 and Stiletto 100, our
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customer care staff must also provide support on how our products are operated. In addition,


Sirius is also required to respond promptly to warranty issues with respect to hardware.


11. In 2005, J.D. Power and Associates honored Sirius for call center operation


customer satisfaction excellence under its Certified Call Center Program - the first such


certification in the satellite and broadcast radio industries. To achieve that distinction, Sirius


underwent a rigorous audit of its customer call center processes. J.D. Power also conducted


random surveys of several thousand Sirius customers who receiatly had contacted Sirius’ call


denters and evaluated Sirius’ customer service based on the courtesy of the customer service


representative ("CSR"), the knowledge of the CSR, the CSR’s concern for the customer


questions and/or problem, the usefulness of the information provided, the convenience of


customer service operating hours, the ease of getting through to a CSR, ap.d the timely resolution


of the customer’s problem, question or request. The press release announcing this notable


achievement is SIR Ex. 14.


Website


12. Sirius offers interactive voice response technology and e-mail customer service


through its website, as well as an automatic service activation section on the Sirius website.


Presently, about 25% of all activations are through the website. As was true of the call center


customer care interface, the user interface of the www.sirius.com website was designed by


Sirius. The website also provides a wealth of information about Sirius, including upcoming


events, channel samples, company developments, programming highlights, and other


information about Sirius and its products and services to build customer relationships even


further. Sample pages from the website are SIR Ex. 15.
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13. Sirius also fosters strong customer relationships by providing welcome kits to


new customers, including a welcome letter and information guide. Copies of these materials are


SIR Ex. 16. There is also an electronic version of the welcome kit that is sent via email to


subscribers who prefer to communicate electronica.lly. Sirius communicates regularly with its


customers through an electronic newsletter, which contains useful and interesting information


about Sirius and its service, as well as through mailings about changes in the service and


program line up. These regular communications enable Sirius to continue to build upon the


initial positive business relationship with its customers that first persuaded them to choose Sirius.


14. To ensure that Sirius is meeting customer needs, Sirius also continuously


monitors the quality of its customer care operations through its Customer Satisfaction Monitor. I


look closely at the Customer Satisfaction Monitor to ensure that the level of customer care that is


being provided will permit subscribers to get the value they seek from their subscriptions.


Customer Retention Efforts Through The Call Centers


15. The .customer care call centers, described above do. not just handle ongoing


customer service issues; they play a significant role in handling renewals and in ensuring that


Sirius’ subscribers who originally came in through the new vehicle or "OEM" channel will


renew their subscriptions past their initial subscription term.


16.    Cindy Ricciardi, Sirius’ Vice-President of Customer Relationship Marketing,


heads up the OEM conversion efforts. When an OEM subscriber’s initial term (typieally either


six or twelve months) is up, Ms. Ricciardi’s team works" with my team that supervises the


customer call center to encourage those subscribers to renew their subscriptions. The department


is also responsible for limiting subscriber chum and for keeping people engaged in and excited


about the Sirius service.
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C. omparison to Programming Only Services


17. Through my work at Time Warner, I am familiar with the Music Choice service


that provides certain music programming to cable TV subscribers at no additional charge. In


addition to theobvious programming difference, a fundamental point of distinction be~een the


businesses of Music Choice and Sirius is that Music Choice does not need to perform the costly


customer care functions that my group performs to maintain and expgnd the Sirius subscriber


database. I am familiar with the fact that, as originally conceptualized, Music Choice required a


monthly fee for service or fee for activation. However, that model proved unsuccessful and


Music Choice became a free; included service with no need for the customer care and subscriber


management functions that my team provides.


Condusi6n


18. Providing high-quality customer service is a critical important aspect of Sirius’


operations. Sirius has devoted significant time and money to creating and maintaining strong


- relationships with its customers,, and these efforts play a significant role in subscriber acquisition


and retention above and beyond Sirius’ programming itself. Moreover, Sirius stands apart from


companies that merely supply programming content to, for in~tance, a cable or satellite television


operator for agreed-upon fees in advance and that therefore are not required to devote the time


and money to acquiring subscribers that Sirius does.
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SIRIUS Satellite Radio Recognized for Call Center Customer Satisfaction
Excellence by J.D. Power and Associates


SIRIUS’ Call Center Operation is First in Satellite and Broadcast Radio
Industry to be Certified by 3,D. Power and Associates Certified Call Center
Program


NEW YORK and WESTLAKE V~LLAGE, Calif., Oct 13, 2005/PRNewswire-FirstCall via COMTEX/--
SIRIUS Satellite Radio (Nasdaq: SIR/) today announced that it has been recognized for call
center operation customer satisfaction excellence under the J.D. Power and Associates Certified
Call Center Program. This distinction acknowledges a strong commitment by SIR/US’ call center
operation to provide an outstanding customer service experience.


(Logo: httP:llwvvw.newscom.comlcgi-bin/prnh/19991118/NYTH125 )


SIRIUS’ call centers handled more than three million telephone, e-mail and fax interactions in
2004, and expects to handle approximately six million in 2005. The call center operation
successfully passed a detailed audit of its recruiting, training, employee incentives, management
roles and responsibilities, and quality assurance capabilities. In addition, J.D. Power and
Associates conducted a random survey of SIR/US customers who recently contacted its call
centers. For certification status, a call center must perform within the top 20 percent of customer
service, based on .1.D. Power and Associates’ crossqndustry customer satisfaction research.


According to J.D. Power and Associates, SIR!US Is always working toward understanding what
service excellence means to the customer. Furthermore, SIR/US’ call centers have created
strong operational practices to support an infrastructure of service excellence.


"We are extremely pleased and honored to receive this recognition from such a prestigious
organization as 1.D. Power and Associates," said Jim Meyer, President of Operations and Sales
for SIRIUS. "Customer service is a high priority for SIR/US, and directly impacts our growth and
subscriber retention. We dedicate much of our time to proper training and motivation of our
personnel In order to make the customer experience as positive as it can be, and it is most
rewarding to be recognized for our success in this all- important area."


The evaluation criteria used during the survey include: courtesy of the customer service
representative (CSR); knowledge of the CSR; the CSR’s concern for the customer questions
and/or problem; usefulness of the information provided; convenience of customer service
operating hours; ease of getting through to a CSR; and timely resolution of the customer’s
problem, question or request. Certification is valid for one year.


The Call Center Certification Program was launched by 3.D. Power and Associates in 2004 to
evaluate overall customer satisfaction and to help call centers in various industries increase their
efficiency and effectiveness by establishing best practices for handling service calls.


There are more than 75,000 call centers in North America and an estimated 125,000 worldwide
that help customers with product and service questions across a multitude of industries, ranging
from credit cards, financial services, investment services, utilltie~, service warranty and
insurance to telecommunications, healthcare and office products.


3.D. Power and Associates Is currently evaluating call centers across a variety of industries to
determine if they are eligible for certification.


About 3.D. Power and Associates


Headquartered in Westlake Village, CA; J.D. Power and Associates is an ISO 9001 registered
global marketing information services firm operating in key business sectors including market
research, forecasting, consulting, training and customer satisfaction.


FINAL


SIR Ex. 14


http :l/investor. sirius .com/releaseprint.cfm?releaseid= 176333 10/28/2006
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Media email contact: michael.greywitt@jdpa.com or john.tews@jdpa.com


No advertising or other promotional use can be made of the information in this release without
the express prior written consent of.I.D. Power and Associates. http://www.jdpower.com


About SIRIUS


SIRIUS delivers more than 120 channels of the best commercial-free music, compelling talk
shows, news and information, and the most extensive sports programming to listeners across
the country in digital quality sound. SIRIUS offers 65 channels of 100% commercial-free music,
and features over 55 channels of sports, news, talk, entertainment, traffic and weather for a
monthly subscription fee of only $12.95. SIRIUS also broadcasts live play-by- play games of the
NFL, NHL and NBA and is the Official Satellite Radio Partner of the NFL and NHL.


SIRIUS products for the car, truck, home, RV and boat are distributed by Alpine, Audiovox, Bdx
Group, Clarion, Delphi, Directed Electronics, Eclipse, .]ensen, JVC, Kenwood, Magnadyne, Monster
Cable, Pioneer, Russound, Tivoli and XACT Communications. Available in more than 25,000 retail
locations, SIRIUS radios can be purchased at major retailers including Best Buy, Circuit City,
Crutchfield, Costco, Target, Wal-Mart, Sam’s Club and RadioShack. SIRIUS is also available at
heavy truck dealers, truck stops and travel centers nationwide.


SIRIUS radios are currently offered in vehicles from Audi, BMW, Chrysler, Dodge, Ford, Infiniti,
.laguar, Jeep(R), Land Rover, Lexus, Lincoln-Mercury, Mazda, Mercedes-Benz, MINI, Nissan,
Scion, Toyota, Porsche, Volkswagen and Volvo. Hertz currently offers SIRIUS at major locations
around the country.


Click on http://www.sirius.com to listen to SIRIUS live, or to find a SIRIUS retailer or car dealer
in your area.


Any statements that express, or involve discussions as to, expectations, beliefs, plans,
objectives, assumptions, future events or performance with respect to SIRIUS Satellite Radio
Inc. are not historical facts and may be forward-looking and, accordingly, such statements
involve estimates, assumptions and uncertainties which could cause actual results to differ
materially from those expressed in any forward-looking statements. Accordingly, any such
statements are qualified in their entirety by reference to the factors discussed in our Annual
Report on Form 10-K for the year ended December 31, 2004 filed with the Securities and
Exchange Commission. Among the key factors that have a direct bearing on our operational
results are: our dependence upon third parties, including manufacturers of SIRIUS radios,
retailers, automakers and programming partners, our competitive position and any events which
affect the useful life of our satellites.


G-SIRI


Media Contact:
Jim Collins
SIRIUS
212-901-6422
jcollins@siriusradio.com


SOURCE SIRIUS Satellite Radio


Media, Jim Collins of SIRIUS, +1-212-901-6422, jcollins@siriusradio.com


http://www.prnewswire.com


Copyright (C) 2005 PR Newswire. All rights reserved.


News Provided by COMTEX


http://investor.sirius.com/releaseprint.cfm?releaseid= 176333 10/28/2006
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October 11. 2006


II1,,,I,,,I,1,,I,1,1,11,,,,,I,I1,,I,,,I,1,,11,,,11,,,,11,1,1,1


Dear Ardeno


Welcome to SIRIUS Satellite Radio, where you experience over 120 channels of the best entertainment satellite
radio has to offer. We know...sometimes it’s tough to decide which channel to listen to. But that’s one of the
reasons you chose SIRIUS. right?


Enjoy the revolutionary, original, 100~ commercial-free music channels. News directly from the top sources,
including CNN. CNBC, NPR and the BBC World Service. Complete and exclusive NFL coverage, along with
NBA, NHL® and college sports. Uncensored talk and entertainment featuring the "King of AlE Media"
Howard Stern. Satellite radio’s most in-depth and frequent traffic and weather reports. And more.
Broadcast nationwide via satellite from New York City in dear digital-quality sound. Art day. Every day.


Take a look at the enclosed SIRIUS channel guide. It will help you find your favorite music, sports, news,
talk and entertainment channels, which you can preset on your SIRIUS radio for easy access.


And did you know that you can listen to the SIRIUS music channels on your computer at no additional, cost?
To access the SIRIUS Player online, just visit sirius.com, click on "Listen" in the upper right corner of the
websiteo and log in with your SIRIUS Account Username and Password (listed below).


Watch for our monthly e-newsletter. Behind the Mic, in your email inbox soon. It’s fil.[ed with behind=the=
scenes info about the music, artists and events you’ll hear on SIRIUS. And don’t forget to sign up for our
SIRIUS Music Weeklyand SIRIUS Sports Weekly e-newsletters, which deliver timely updates on SIRIUS
music and sports programming. Sign up to receive them now by visiting sirius.corn/newsletters.


You can also personalize your Username and Password or update your emai[ address and account
information online to ensure that you receive a[t the latest SIRIUS news. Just click on the "Manage Your
Account" link found at the bottom of every page of sirius.com.


And let us know if there’s anything we can do to add to your SIRIUS Satellite Radio listening experience.
To ensure you get the most enjqyment from SIRIUS. we are here 24/7 to assist you should you need us.
You can reach us at 1-888-539-SIRIUS (7474). our Customer Care line. or send us an email at
customercare@sirius-radio.com and refer to the account information listed below.


Account Information


Yours truly.


Vice President, SIRIUS Customer Care


P.S. Remember, SIRIUS offers channel access solutions, With SIRIUS Plug & Play radios you can customize
the channel selection and control what channels are available for listening. To learn more, consult the
User Manual that came with your radio or cat[ Customer Care for additional information.
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PUBLIC VERSION


Before the
COPYRIGHT ROYALTY BOARD


LIBRARY OF CONGRESS
Washington, D.C.


In the Matter of


Adjustment of Rates and Terms for
Preexisting Subscription and Satellite
Digital Audio Radio Services


)
)
)
)
)
)


Docket No. 2006-1 CRB DSTRA


WRITTEN DIRECT TESTIMONY OF DAVID J. FREAR


Introduction and Witness Background


1. I am an Executive Vice President and the Chief Financial Officer of Sirius


Satellite Radio Inc. ("Sirius"). I submit this statement in support of Sirius’ direct case. As


described in this statement, Sirius is a provider of satellite digital audio radio service


("SDARS"). The Sirius SDARS offers a variety of digital quality radio programming primarily


targeted to subscribers in their cars, other vehicles, homes and on the go.


2. I offer this testimony:


To describe the enormous financial costs and investments Sirius has made, and
risks it has faced, in order to bring to the public a new and improved way to
obtain programmed audio entertainment, anywhere in the 48 contiguous United
States, any time, including, among other things:


the extensive investment that Sirius has been required to make to create
from scratch a new transmission system, literally from the ground up (and
from space down)--from its broadcast facilities, to satellites in outer
space, to its terrestrial repeater network, and to specially designed
antennas and radios;


o the significant, ongoing financial risks and funding requirements facing
Sirius as a result of this substantial investment;
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the huge costs of building distribution partnerships, establishing Sirius as a
mass consumer brand and acquiring subscribers; and


the costs we incur to create compelling, exclusive and branded talk,
entertainment and sports programming; and the extensive value we add to
music programming through our experienced on-air hosts and music
format managers, branding our music channels, securing limited run
features with legendary musical talent, and live performances in our
studios. These costs are incurred in order to convince subscribers who
have multiple music listening choices, including free alternatives like
terrestrial radio, to buy a new technology radio and to pay $12.95 a month
to receive our audio entertainment.


¯ To provide detailed financial information about Sirius, including information
about the costs used by Dr. John Woodbury in his analysis of an appropriate
license fee; and


To offer Sirius’ view on the appropriate fee for the sound recording performance
right, specifically why Sirius believes that the appropriate fee is at the low end of
the range described by Dr. Woodbury in light of the many highly conservative
assumptions used by Dr. Woodbury.


I have held my current position since June 2003, when I joined Sirius. My


responsibilities include (i) managing the financial and accounting aspects of all areas of Sirius’


business including the satellite and terrestrial transmission infrastructure; the development and


manufacture of Sirius chipsets and radios; the costs of subscriber acquisition, customer care,


sales and marketing; as well as the costs of program acquisition, creation and branding; (ii)


oversight for the company’s information technology (IT) function, including our subscriber


management system described in the testimony of Michael Moore; (iii) audit and tax functions,


including compliance with public financial disclosures and securities regulations; (iv) the


planning and procurement for our next-generation satellite program and (v) supervision of our


treasury and investor relations functions, which include balance sheet management and


relationships with the Wall Street community.


4. Prior to joining Sirius, I was Executive Vice President and CFO for SAVVIS


Communications, a global managed network services provider with operations in 44 countries.
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Prior to joining SAVVIS, I was Senior Vice President and CFO for Orion Network Systems, an


international satellite services company, where I assisted Orion in raising over $850 million to


fund the construction of the company’s global satellite system. Prior to joining Orion Network


Systems, I was the Chief Financial Officer of Millicom, a leading worldwide developer and


operator of cellular telephone and telecommunications services. I previously held various


management positions at Bear, Stearns & Company, Credit Suisse, Transway International and


Deloitte & Touche. I hold a Master of Business Administration degree from University of


Michigan Graduate School of Business Administration, as well as a Bachelor of Arts degree also


from University of Michigan.


The Risks of the Satellite Radio Business


5. Satellite businesses are extremely risky. I know this first hand from my work at


Sirius and Orion Network Systems. Further, I have followed the satellite radio industry closely


since its inception in the early 1990s. I first met and began a dialog with Sirius in 1993. I was


offered the Chief Financial Officer position in 1997 but declined given the overwhelming


technological, business and funding risks that the industry faced during its pre-launch phase, and


the potentially insurmountable competitive position of terrestrial radio which obtains its sound


recordings for free and does not have to design and distribute radios in order to allow listeners to


hear its service. I am also familiar with the testimony of satellite industry expert Roger Rusch,


our Chief Executive Officer, Mel Karmazin, and our Senior Vice President, Engineering,


Terrence Smith, which accurately describes these risks. First, Sirius was required to obtain the


requisite regulatory authorizations. Then, the satellites themselves had to be designed,


constructed, launched into orbit, and tested. This required an enormous up-front investment


before commercial operation could begin and revenues could be generated. As further explained
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by Terrence Smith, limits on satellite reception in certain areas required Sirius also to invest in a


network of terrestrial repeaters to fill potential coverage gaps.


6. In Sirius’ case, this satellite-related investment risk was further exacerbated


because Sirius offered a wholly new consumer service utilizing innovative technologies,


requiring it to simultaneously fund the design and development of compatible customer


equipment to permit subscribers to receive its service, as detailed in the testimony of John


Douglas Wilsterman and Robert Law. In the beginning, Sirius had to rely on third parties to


design equipment. These third parties did not have experience in designing satellite radios and,


given the relatively small impact satellite radio would have on their businesses, were not always


motivated to devote adequate resources to the development tasks; hence Sirius was required to


establish its own internal research and development program to develop radios and chipsets for


its equipment. In fact, Sirius faced an enormous challenge in 2001 when critical problems


surfaced with the chipsets being developed and manufactured for Sirius by Agere Systems, Inc.


(the successor to the micro-electronics group of Lucent Technologies, Inc.). These chipsets were


the core component of the radios that receive our broadcasts. With our planned operational


launch not far away and XM Satellite Radio approaching its operational launch, Sirius did not


have working radios. This setback delayed Sirius’ commercial launch, pushed back our


automotive OEM programs by several years, helped XM Satellite Radio get to market before us


with more advanced chipsets and radios (creating a meaningful early competitive lead for XM in


both number of subscribers and brand awareness), and ultimately forced Sirius to recapitalize its


balance sheet and exchange approximately 91% of its debt for equity, considerably diluting the


then existing shareholder base.
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7. Moreover, Sirius was required to enter a market to compete against a terrestrial


radio industry with a combined $20 billion in revenue and $11 billion in free cash flow, which


among other things, obtains its musical recordings for free. In short, we were required to


develop a compelling programming offering that would convince consumers to pay for a service


analogous to one they already received for free. We learned early on that simply having the fight


to perform music and sound recordings did not mean that consumers would pay for our service.


Performances of music are available, for free to the listener, from multiple sources, most notably


terrestrial radio, but increasingly a plethora of internet radio stations and podcasts. In order to


drive sufficient subscription demand and earn a reasonable return on capital for our shareholders,


we found that we needed to invest heavily in non-music programming, such as name-brand


sports programming from the NFL, NBA, NHL and NASCAR and well known personalities like


Howard Stern, Barbara Walters and Martha Stewart. We have also had to invest in brand name


news programming like CNN, Bloomberg, and Fox News. Further, as Steve Blatter testifies, we


needed to "do music better" than our free terrestrial radio and Internet radio competitors. In


order to provide a meaningfully superior music service, we had to offer deeper playlists and a


broader spectrum of music genres programmed by format managers with considerable


knowledge of their formats. In order to further drive listener loyalty to our music channels, the


channels needed branding and personality which we achieved by featuring best-in-class on-air


hosts and a strong celebrity presence. We invested in a leading edge programming software


platform to allow our on-air hosts to create and record programming and to manage our entire


multichannel programming service. Further, our sound quality had to be better than the


competition while we still needed to extract as much capacity as possible from our allocated
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spectrum to broadcast all this content. This required additional and ongoing investment in


compression and multiplexing technologies.


8. Meeting these funding needs required Sirius to make capital expenditures for


property, plant and equipment totaling almost $1.3 billion through June 30, 2006 with an


uncertain ultimate return on investment. As discussed below, Sirius has also incurred and


continues to incur substantial and increasing operating costs.


9. Although Sirius began to invest in its business as early as 1990, and had invested more


than $1 billion prior to commercial launch, Sirius could not begin to provide service until 2002.


Subscriber growth has been steady, but slower than projections at the time when we reached our


initial agreement with SoundExchange. In a forecast prepared at the time of the initial agreement


with SoundExchange and publicly filed in connection with the company’s 2003 recapitalization,


the company expected to generate $1.4 billion in revenues, incur net losses of $757 million and


require, $82 million in cash flow for its operations through 2006. In fact, through 2006 Sirius is


expected to generate approximately $500 million less revenue, losses are expected to be $2.3


billion higher and the company’s operations are anticipated to require $1.6 billion more cash


than expected.


10.    Sirius has suffered and continues to suffer substantial losses. Sirius’ accumulated


deficit totaled $3.4 billion through June 30, 2006. Net losses are expected to continue to


accumulate until 2009. Based on the consensus of widely quoted analysts’ estimates, Sirius will


not turn free cash-flow positive until 2008, and EBITDA positive and earnings positive until


2009. Further, Sirius will not even erase its aggregate net losses within the time horizon


generally forecast by Wall Street analysts. As financial expert Armand Musey testifies,


increasing sound recording performance fees may further delay these dates, which will likely
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have an adverse effect on Sirius’ investors and the company’s ability to obtain any additional


financing.


11. As is clear from my testimony, projections are uncertain estimates that often are


not realized. In the projections noted above, Sirius expected to be cash flow break-even by 2005.


It is now late 2006 and we have still not achieved that goal. Reaching the goals described above


depends on continued growth of customer demand in the face of an uncertain market for


subscription SDARS service, Sirius’ competitive positioning vis-a-vis terrestrial radio, the


possible growth of new technologies, and the potential for technical and operational problems


with our novel technology as well as our satellites and repeater network. At the time of the


original royalty agreement with Sound Exchange, industry forecasts for subscriber, revenue and


free cash flow growth were far more bullish than where we stand today, further evidence that


commercial-free music was not enough to drive demand for satellite radio and to turn it into a


viable long term business.


The Costs of the Sirius Service


12. The costs to authorize, design, deploy and operate a SDARS system are vasty


different from, and many times greater than, those faced by a traditional radio broadcaster or


programmer. Sirius has developed an innovative technology that permits the nationwide


broadcast of digital quality radio services to fixed and mobile radios. The costs of bringing this


new technology to the market are enormous. To get its radios into vehicles and into the hands of


consumers, Sirius must operate a consumer electronics business and an automotive electronics


business. We must also sell the Sirius service directly to subscribers, pay subsidies and other


costs to acquire those subscribers, and then bear the expenses of servicing and billing those
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subscribers. Sirius must also, of course, provide quality programming that is sufficient to induce


potential subscribers to pay for the service and to retain our existing subscribers.


Satellite and Terrestrial Transmission System and License Costs


13. License: As one of two winning bidders in the FCC license auction of 1997,


Sirius paid $83.3 million to acquire its license from the Federal Communications Commission


("FCC") to operate a national satellite radio system.


14.    Satellites: Sirius has invested approximately $950 million in its first generation


satellite infrastructure. Sirius invested approximately $800 million to design, construct, and


deploy its three in-orbit satellites in order to deliver its radio offerings to subscribers. Our three


orbiting satellites and one ground spare satellite were designed and built by Space Systems/Loral


with an intended useful life of 15 years. The capital costs of Sirius’ three orbiting satellites,


including the costs associated with satellite launches, ranged from approximately $259 million to


approximately $273 million each. The fourth satellite, currently on the ground as a spare, cost


approximately $130 million, and long-lead time parts for a potential fifth first generation satellite


cost approximately $15 million. Sirius has invested an additional $18 million in the tracking,


telemetry and control ("TT&C") system which is used to control operation of the satellites.


Sirius performs TT&C for our orbiting satellites by an earth station in New Jersey and additional


stations in Panama and Ecuador, as described in the testimony of Terrence Smith. Sirius TT&C


equipment has a useful life of 3 or 15 years and depreciation of the TT&C equipment is included


in Sirius’ reported satellite depreciation. Satellite, launch vehicle and TT&C depreciation


expenses for fiscal years 2004 and 2005 and the first half of 2006 totaled $69.4 million, $69.5


million, and $35.6 million, respectively.
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15. Next Generation Satellites: Sirius expects to replace its existing in-orbit, three


satellite constellation by the end of 2012. We recently adjusted the useful lives of two of the in-


orbit satellites to 13 years (from 15 years) to reflect how we intend to operate the constellation.


In June 2006, Sirius entered into an agreement with Space Systems/Loral for the design and


construction of a new satellite, the first satellite in the planned new constellation. Sirius expects


the total cost of this new satellite--including the launch vehicle, launch insurance and


manufacture of the satellite--to be approximately $260 million, and the total cost of the next


generation satellite program to be approximately $1 billion.


16. Terrestrial Repeaters: Sirius’ network of approximately 140 terrestrial repeaters


rebroadcasts its signals in areas where satellite reception may be impaired as explained by


Terrence Smith. Sirius has invested approximately $78.5 million in its repeater network through


June 30, 2006. Sirius has also budgeted to begin an expansion of our terrestrial repeater network


and, beginning in 2006, to replace equipment at our existing terrestrial repeater sites. The


expected useful life for repeater equipment ranges is 5 or 15 years. Terrestrial repeater


depreciation expenses for fiscal years 2004 and 2005 and the first half of 2006 totaled $10.0


million, $10.3 million, and $5.1 million, respectively.


Non-Satellite System Capital Costs


17. Sirius has made the following major capital investments that are not directly


related to its satellite distribution system or reception of its transmissions:


¯ Sirius has invested approximately $35 million to date in its custom subscriber


management system ("SMS") to integrate customer service, subscriber


management and billing operations. As discussed in the testimony of Michael


Moore, the SMS establishes an electronic interface for information exchanged
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with automobile manufacturers, automobile dealers, consumer electronics


retailers and radio manufactures and facilitates subscriber interaction through the


Internet. It also permits remote activation and deactivation of Sirius radios as


well as parental controls to block adult content. In addition, representatives of


Sirius’ customer care service provider are permitted online access to its billing


and account system. The expected useful life of SMS-related assets ranges


between 3 and 7 years. Depreciation expenses related to customer care and


billing for fiscal years 2004 and 2005 and the first half of 2006 totaled $3.1


million, $4.4 million, and $3.0 million, respectively.


Sirius has invested approximately $32 million in leasehold improvements,


primarily to its premises in New York City, and $36 million in equipment for its


National Broadcast Studio. The expected useful life for these investments ranges


between 2 and 15 years. Depreciation expenses related to leasehold


improvements for fiscal years 2004 and 2005 and the first half of 2006 totaled


$1.8 million, $2.0 million, and $1.0 million, respectively. Depreciation expenses


related to the broadcast studios for fiscal years 2004 and 2005 and the first half of


2006 totaled $3.4 million, $4.1 million, and $2.0 million, respectively.


Sirius has invested $53 million in furniture, fixtures, vehicles, and other property,


plant and equipment. The expected useful life for these assets ranges from 2 to 7


years. Depreciation expenses related to furniture, fixtures and other PP&E for


fiscal years 2004 and 2005 and the first half of 2006 totaled approximately $7.7


million, $7.9 million, and $3.8 million, respectively.
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Operating Expenses:1


18. Operating Expenses Related to Satellite Distribution System and Service


Transmission: Total operating expenses for the satellite distribution system and service


transmission were approximately $33.2 million in 2004, $29.8 million in 2005 and $26.7 million


in the first half of 2006. These expenses consisted primarily of service transmission costs,


personnel costs, broadcast engineering, and costs associated with the engineering, operation and


maintenance of the satellites, repeaters and TT&C system. Additional breakdown of Satellite &


Transmission costs is provided in the following chart (dollars in thousands).


Dollars in thousands
Satellite and Transmission Operating 2004 2005 First
Expense Half


2006


Total $33,198 $29,798 $26,699


The uplink expense includes the expense of third-party transponder leases to serve the terrestrial


repeater network. This expense is comparable to the expense we would incur if we were


delivering the Sirius service using leased transponders on an existing commercial satellite to


cable head ends and other fixed distribution systems and it is my understanding that it is


~ Sirius has granted equity incentives, often in the form of stock options, warrants, or restricted stock units
("RSUs"), to certain employees and third parties. Many of these grants were to third parties such as car
manufacturers and an exclusive retailer to encourage them to partner with SIRIUS and to install and/or sell Sirius
products. Major non-music content providers also received equity grants in order to encourage them to sign
exclusive contracts with SIRIUS early on, including the NFL and Howard Stem. These rights are expensed in
accordance with Generally Accepted Accounting Principles and the expenses are included in the individual
operating expenses outlined in the following pages.
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comparable to the expense incurred by a digital cable radio service for that purpose. The 2004


satellite expense includes in-orbit insurance, discontinued in August, 2004. The 2006 satellite


expense includes an $11 million loss on the disposal of satellite parts. These long-lead parts had


been acquired as a precautionary measure in case Sirius ever needed to procure a fifth first


generation satellite. In 2006, Sirius determined that these parts were obsolete and wrote off the


net book value of these parts. The telecom transmission costs include transmission to the uplink


facility and transmission of programming originated outside of the New York studios. The


broadcast engineering expenses highlight the value that Sirius brings to its programming. The


expenses include a department that works 24 hours a day, 7 days a week, with live studio


operations, the operation of master control systems, studio maintenance engineering and support


for the Sirius digital audio software system that is used to create and manage our more than 125


channels and is accessed by about 300 users around the country including format managers, on-


air hosts and broadcast coordinators.


19. Consumer Equipment Development Costs: As explained in the testimony of


Terrence Smith, John Douglas Wilsterman and Robert Law, subscribers receive Sirius’ service


through a choice of specialized radios and antennas. Sirius began by contracting out chipset and


product design and development but quickly learned that if it wanted the work done right, it had


to do it itself. Thus, we were required to establish our own chipset and product design


departments. In essence, we found that we needed to enter the consumer electronics and


automotive electronics businesses. FM modulated receivers enable the Sirius service to be


received through existing FM radios. New three-band radios installed in vehicles permit


reception of AM, FM or satellite broadcast with the push of a button. Sirius has recently


introduced two portable radios, the Sirius $50 (introduced in October 2005) which offers
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portable listening of recorded Sirius content and MP3s anywhere; and the Sirius Stiletto 100


(introduced in September 2006) which offers truly live listening of SIRIUS Satellite Radio and


was designed to incorporate a "buy button" which allows subscribers to bookmark songs they


like for later purchase on line. Sirius continues to refine and improve the dedicated integrated


circuits used in its radios and its radio, themselves. Because Sirius uses a new and previously


untested technology, the company has been required to incur substantial portions of the


equipment design and manufacturing costs to ensure that compatible radios will be available to


meet customer demand. Our expenses for engineering design and development in 2004, 2005


and the first six months of 2006 totaled $35.5 million, $66.3 million and $35.2 million,


respectively.


20. Sirius has incurred approximately $100 million in developmental costs for its


chipsets since inception. In the future, Sirius will continue to incur additional chipset and


product development costs associated with advanced generation products. In addition, as I


explain below, Sirius provides substantial equipment subsidies and other funding to encourage


sales of its equipment by various types of vendors.


21. Customer Service Center and Billing: Customer care and billing expenses include


costs associated with our contractor’s full time operation of Sirius’ customer service center and


subscriber management system, including personnel. This system is described in the testimony


of Michael Moore. The total expenses included in customer care and billing in 2004, 2005 and


the first half of 2006 equaled $22.8 million, $47.2 million and $29.9 million, respectively.


22. Programming: Sirius’ programming and content expenses for 2004, 2005 and the


first half of 2006 totaled $87.3 million, $118.1 million, and $383.0 million2, respectively. These


2 Programming and Content expense for the first six months of 2006 included approximately $226 million of equity


expense related to 34.4 million shares of Sirius Common Stock granted to Howard Stem and his agent in January
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expenses include license fees to third parties that provide non-music content, costs associated


with production of Sirius’ music and non-music programming, costs of on-air talent and live


performances, advertising revenue shares for non-music programming, and the cost of


programming personnel.


The programming expense data also include musical work and sound recording


performance license fees. The ASCAP, SESAC and SoundExchange fees are actual fees


paid. Our existing license with ASCAP remains in effect until December 31, 2006 and


we are currently negotiating a new agreement with ASCAP. As I discuss below, these


numbers are very conservative. Sirius has not accepted ASCAP’s existing offer, because


Sirius believes that the offer significantly over-states the value of the musical work public


performance right. We have an interim license with BMI and accrue BMI fees equal to


ASCAP. The sound recording fees are those actually paid to SoundExchange under our


agreement that expires in 2006. In each case, there is a timing difference each year


between the amount of royalty expenses accrued (for accounting purposes) and the


amount of cash payments made for musical work and sound recording license fees.


The programming cost data reflect a continued increase in the costs for non-music


programming. Much of this is exclusive satellite radio content, which we have found is


essential to drive subscriptions. As I discuss below, management concluded that it was


essential to our business to acquire exclusive and other brand-name programming to


differentiate Sirius from the many other sources of audio entertainment available, mostly


for free, to consumers. As a result, Sirius has entered into agreements with Howard


Steru, Martha Stewart, the National Football League, NASCAR, the National Basketball


(Continued...)
2006.
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Association, the National Hockey League, and many others, to provide talk,


entertainment and sports programming. We have also entered into agreements with


Eminem, the Metropolitan Opera, Lance Armstrong and other "action sports" stars, Elvis


Presley’s estate, Jimmy Buffett, The Who, and the Rolling Stones, among others, to


2005 6 mo. 2006


]]
Total $87,252 $118,076 $382,979


enhance and add value to our music programming.


Dollars in thousands
Programming Expenses 2004
11


The "other" category includes primarily programming costs related to our non-satellite services.


23. Sales and Marketing and Subscriber Acquisition: A large share of Sirius’


expenses relate to the acquisition of subscribers. Our activities include direct sales and


marketing, conducted by our in-house sales and marketing personnel, advertising, sponsorships,


consumer promotions, brand building activities, commission payments to distributors and


retailers, and other payments to distributors and retailers to reimburse them for marketing and


promotional activities. These activities are further described in the testimony of Michael Moore,


John Douglas Wilsterman and Robert Law. Among other items, a large share of these expenses


include direct subscriber acquisition costs, which include hardware subsidies, certain sales and


activation commissions, and hardware-related incentives paid to manufacturers, automobile


dealers and others to provide incentives for the marketing and installation of Sirius subscriber


equipment. Unlike terrestrial radio listening which simply requires a broadly available AM/FM


radio, in order to listen to our service Sirius subscribers must purchase a new radio from a
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retailer or as a factory installed option in a new car. Sirius must subsidize the cost of these radios


in order to encourage the purchase and installation of our radios.


Dollars in thousands
Sales and Marketing and SAC
Expenses
Sales and Marketing
Subscriber Acquisition Costs


2004 2005


$202,848 $212,741
$206,851 $399,350


6mo. 2006


$103,174
$249,606


If we were a business that simply provided our programming to third-party distributors to handle


distribution to subscribers as well as all of the subscriber based functions, I would expect our


total sales and marketing expense would be substantially less than $5 million.


25. General and Administrative and Other Expenses: General and administrative


expenses, include rent and occupancy costs, information technology expenses, corporate


overhead, and the cost of general and administrative personnel. Our G & A expense also


includes allowance for bad debts, which we expect to increase as a direct percentage of our


revenue. Sirius’ G & A expenses for 2004, 2005 and the first half of 2006 totaled $57.9 million,


$87.6 million, and $68.2 million, respectively. A significant portion of our G&A expense results


from IT infrastructure and the corporate finance and accounting resources required to serve the


multiple functional areas of our business including customer care & billing, as well as


relationships with our radio manufacturers and distribution partners (retail and automotive


OEM). In the future, bad debt expense will represent an increasing portion of our G&A expense


as our subscriber base and subscription revenues increase.


Revenues


26. The Sirius subscription fee is $12.95 per month, however, we offer discounts to


subscribers who pre-pay for a period of one year or longer, discounts to subscribers who have
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more than one subscription, and mail-in rebates to attract subscribers. Advertising is only


offered on our non-music channels (our music channels are commercial free) and is a relatively


small part of our business. In addition, we receive some revenue from the direct sale of Sirius


equipment.


Dollars in thousands
Revenue
Subscription Revenue
Advertising Revenue
Equipment Revenue
Other Revenue
Total Revenue


2004 2005 6mo. 2006
$62,881 $223,615 $252,817


906 6,131 15,463
2,898 12,271 6,788


169 228 1,674
$66,854 $242,245 $276,742


At the time of Sirius’ 2003 recapitalization and at the time of the initial agreement with


SoundExchange, the company expected total revenues of $819 million in 2006, as compared to


our current guidance for total 2006 revenue of $615 million.


Sirius’ Fee Proposal


27. Sirius proposes a sound recording performance and ephemeral recording fee equal


to .88% of its gross revenues from subscriptions and from advertisements on music and comedy


formatted channels.


28. Sirius’ proposal is based on the bottom end of the range described in Dr.


Woodbury’s testimony. The PSS benchmark on which the Sirius fee proposal is based includes


both the public performance and ephemeral recording fights at issue in this proceeding.


Accordingly, the Sirius fee proposal covers both rights.3 In fact, Sirius believes that the many


significant conservative assumptions in Dr. Woodbury’s testimony and the application of the


applicable statutory factors in this case more than justify a fee at or below the low end of the


3 In any event, to the extent the server copies are used only to facilitate the public performances licensed in this
proceeding, those copies have no value apart from the performances and there is reason to charge an additional fee
for those copies.
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range described by Dr. Woodbury. It is worth noting again that the comparable fee paid by


terrestrial radio (a principal competitor to Sirius) for the right to perform sound recordings is


zero. I have also reviewed Sirius’ proposal for the payment and audit terms applicable to this


proceeding and believe they are reasonable and should be adopted. Sirius has systems in place to


comply with the proposed notice and recordkeeping terms and requiring different obligations


would work a significant hardship on Sirius.


Application of the Digital Cable Radio ("Music Choice") Benchmark


29. The first benchmark used by Dr. Woodbury is the digital cable radio rate set by


the Librarian of Congress in 1998 following the first "pre-existing services" CARP as revised by


agreement of the parties in 2003.


30. Dr. Woodbury clearly explains that analysis of a benchmark in rate setting


requires careful adjustments to account for differences between the benchmark and the rate being


set. This is particularly true when translating a rate based on a percentage of revenue, for the


simple reason that revenues must cover all of the costs and inputs of a business, and it is not


reasonable to compensate one input for revenue attributable to other inputs. To use a simple


phrase, not all revenue is created equal.


31. Of course, just because the applicable digital cable radio percentage of revenue


rate must be translated to a lower rate to account for the enormous additional costs incurred by


satellite radio doesn’t mean that the record companies and artists are paid less, as Dr.


Woodbury’s example explains. Given Sirius’ substantially larger revenues, the proposal being


made by Sirius will provide much greater compensation to SoundExchange than the


compensation paid by the digital cable services under the 7.25% rate.


32. In performing his translation from the digital cable radio rate to a reasonable rate
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for Sirius and XM, Dr. Woodbury has used many highly conservative assumptions to be sure that


he can have great confidence that the range he presents does not understate the appropriate fee


that should be set. In fact, these assumptions provide compelling reasons to set the SDARS fee


at the low end of Dr. Woodbury’s range. I discuss below several of the most significant


conservative assumptions used by Dr. Woodbury:


¯ Dr. Woodbury’s analysis does not include any allowance for a return on the


investment made by Sirius and XM in their transmission infrastructure. In light of


the risk involved, these investments would be expected to generate a significant


return, and return on investment is generally recognized by economists as a "cost"


in economic analysis. Sirius has made much greater investment in its


transmission infrastructure than the digital cable radio services, which are


distributed by third parties using excess capacity in pre-existing infrastructures


that have been developed for other purposes.


¯ Dr. Woodbury recognizes that Sirius incurs sizable costs to provide high quality,


exclusive and brand name talk, sports and entertainment programming. These


costs have been incurred because management, in its business judgment,


concluded that such programming was essential to draw subscribers needed to


ensure the survival of Sirius and allow it to succeed. Sirius could neither succeed


nor survive solely as a music programming service. The benchmark cable radio


services do not incur these costs. Under the principle that "all revenue is not


created equal," the revenues attributable to these costs should not be assessed to


generate fees payable for the sound recording performance right, except to the


extent that these costs cause a greater use of that right, which will be a small
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fraction of the total expenditure. Although Dr. Woodbury calculated the


adjustment merited by these costs, he did not incorporate the adjusted rate in his


range of rates. The substantial investments Sirius has made in bringing unique,


compelling programming to subscribers in association with well-known brand


names like the NFL, NHL, NBA, Howard Stem and many more is what drives


subscriptions and subscription revenues. By not including an adjustment for these


essential costs in his range of rates, Dr Woodbury’s range is very conservative.


Dr. Woodbury recognizes the sizable costs incurred by Sirius to enhance and add


substantial value to its music programming. These include the costs paid to


operate branded channels based on the music of a single, well-known band or


artist (such as Eminem’s Shade45, and the special feature Rolling Stones Radio


and The Who channels), the costs paid for well-known personalities who host


programs on our music channels (such as Tony Hawk), the costs paid for our first-


rate on air talent, who engage the audience, and the high production costs and


technology that contribute to the sound of our channels. These costs have been


incurred because management, in its business judgment, concluded that


subscribers would not pay a subscription fee for the kind of music programming


available on digital cable radio services. There is no better evidence of that than


the digital cable radio services themselves, which originally attempted to sell their


programming as a premium paid add-on to cable television service. They quickly


discovered that the market would not support that business model and now offer


their service to cable and satellite systems to offer their subscribers for no added


cost as part of the basic package of television programming. The benchmark
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digital cable radio services do not incur these costs. Under the principle that "all


revenue is not created equal," the revenues attributable to these costs should not


be assessed to generate fees payable for the sound recording performance right,


except to the extent that these costs cause a greater use of that right, which will be


a fraction of the total expenditure. Again, as in the case of our costs for exclusive


talk, news and sports programming, Dr. Woodbury does not adjust his range of


fees for this difference between Sirius and the benchmark, adding further to the


conservative nature of his range.


¯ Dr. Woodbury counts all music channels and the Sirius comedy channels as


having 100% compensable programming. In fact, many of the channels contain a


great deal of programming that is not subject to the sound recording performance


fee. This includes talk, discussion and interview features on the branded channels


(such as Faction, with its action sports personalities; limited special feature


channels that include interviews, backstage content and the music of legendary


musicians and bands). It also includes channels like Metropolitan Opera Radio,


which features live performances and archival recordings owned and directly


licensed by the Metropolitan Opera to Sirius, and other channels that feature live


performances (like Margaritaville and Rolling Stones Radio). It is my


understanding that the benchmark digital cable radio services lack such non-


compensable programming, or if they include it, they do not include nearly as


much as Sirius.4 Moreover, because the digital cable radio services lack on-air


talent such as the hosts used by Sirius, they likely perform more music in any


41 also understand that sound recordings recorded prior to 1972 are not protected by copyright law and are not
subject to the statutory license or the fee to be set in this proceeding. However, I understand that the digital cable
radio services also perform such recordings.
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given period of time on any given channel than Sirius does. The assumption that


all music and comedy channels are 100% compensable is a very conservative


assumption.


Application of the Musical Work Benchmark


33.    Dr. Woodbury offers as an upper end for his fee range an agreement between XM


and ASCAP for the musical work performance right for compositions licensed by ASCAP.


Although I do not know XM’s financial details, I know from Sirius’ experience with its ASCAP


agreement that the ASCAP-XM agreement charges about 1.2% of gross revenue.5 The ASCAP-


XM agreement significantly over-states the value of the musical work performance right, and as


such is properly viewed only as an upper bound for any range to be considered by this Court and


not as the rate that should be adopted.


¯ Sirius entered into a similar agreement with ASCAP for a period ending in 2006.


We did so in 2002, at a time when Sirius expected music to constitute a much


greater part of the Sirius service than it now does.


¯ The early ASCAP agreement was based on the then existing ASCAP agreements


with terrestrial radio stations. Those agreements charged music stations 1.615% of


adjusted gross revenue and talk stations .24% of adjusted gross revenue for


"incidental" performances. It is easy to see that the calculus would be different


for a service with relatively more music channels than for a service with relatively


fewer music channels. With a 50%-50% music-talk split, those rates would result


in a fee of about .93% of adjusted gross revenue, or about .775% of overall gross


5 The ASCAP-XM agreement nominally charges 1.44% of a def’med "adjusted gross revenue" but the adjustments
lead to a lower percentage (about 1.2%) of overall gross revenue.
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revenue.6 Of course, it is worth noting that the comparable fee paid by terrestrial


radio (a primary competitor of Sirius) for the right to perform sound recordings is


zero.


¯ The principle that "not all revenue is equal" is not properly taken into account in


either the old agreement Sirius made with ASCAP or the XM-ASCAP agreement.


While the economic validity of that principle is undeniable, Sirius recognized that


establishing that principle would require litigation, and Sirius was not in a


position to litigate with ASCAP in 2002. Sirius had just launched its service, was


trying to complete its recapitalization, and it needed to attend to its business. It


could not afford the distractions and costs of music license litigation.


¯ I do not know what prompted XM to extend its agreement with ASCAP.


However, I can only assume that it did not want to conduct litigation on multiple


fronts with the record companies and with ASCAP. It was clear from statements


made in the press by the record companies that they would seek far more extreme


fees than the agreement offered by ASCAP.


34. In any event, Dr. Woodbury explains why the musical work benchmark likely


overstates substantially the fee that should be charged for a sound recording performance right. I


note in particular that although musical works copyright owners are entitled to compensation for


pre-1972 recordings and live performances, sound recording copyright owners are not.


Conclusion


35. As I have described, Sirius has invested a tremendous amount of money, effort


and creative resources in its satellite and terrestrial distribution system, radio and chipset


6 Applying the same ratio between adjusted gross revenue and gross revenue that we encountered under our ASCAP


agreement.
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development, development of a new distribution chain, marketing efforts and program offerings.


To bring this new service to the public, Sirius has incurred accumulated deficit of $3.4 billion


and to date has raised over $3.8 billion in capital from investors. Yet, Sirius has yet to earn a


profit or even turn EBITDA positive. It has incurred and continues to incur substantial losses.


Any "break even" point for its investors is well in the future and subject to continuing significant


regulatory, technical and marketplace risks. The imposition of excessive licensing fees as a


result of this proceeding will exacerbate the financial challenges facing Sirius. Sirius


respectfully urges the Court to adopt Sirius’ fee proposal.
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Background and Experience


1. My name is Robert Law. I am Senior Vice President and General


Manager of the Consumer Electronics Division of Sirius Satellite Radio Inc. ("Sirius"). I


have been with Sirius for three years, including two years in my current capacity. I am


responsible for development of new Sirius radios and for sales of those radios through


consumer electronic retailers and other outlets (essentially, all selling routes other than


new automobile manufacturers or "OEMs").


2. I have spent many years in the consumer electronics industry. For


approximately 15 years, I was employed by Kenwood, one of the largest consumer


electronics manufacturers in the world, as Senior Vice President of US Sales and


Marketing. Prior to working for Kenwood, I owned a retail audio service and installation


business in New Jersey.







Summary of Testimony


3. Because the hardware needed to receive the signal from the Sirius


satellites is unique, Sirius is necessarily involved in the consumer electronics hardware


business. This business is extremely competitive in every respect. Product design in the


consumer electronics field is characterized by extremely rapid technological, functional


and aesthetic advancement. When new products are introduced into the marketplace,


they are already quickly on the way to becoming obsolete. Thus, constant product


development is essential. Moreover, while sales volumes can be large, the industry is


extremely competitive at every level and margins are very small. Indeed, the consumer


electronics hardware portion of Sirius operates at a substantial loss. Sirius works closely


with consumer electronics original device manufacturers ("ODMs"), with recognized


consumer brands such as Kenwood, Panasonic and Sony, and with large retail chains


such as RadioShack, Circuit City and Best Buy, to ensure the development, manufacture


and sale of Sirius radios. As discussed below, substantial expenditures and subsidies are


paid by Sirius at every step of the process in order to get Sirius radios in the hands of


consumers so that they will want to subscribe to the service. I give this testimony based


on my personal knowledge and information that I have learned through my work.


Product Design and Development and Manufacturing


4. One of our greatest challenges is developing compelling new products.


The heart of any Sirius radio is the chipset, which is developed by the engineering group


at Sirius. New Sirius radios are presently using a third generation chipset, which offers


substantially improved functionality over its predecessors.
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5. My group is responsible for discerning the needs of the consumer


electronics market, and defining the industrial design, features, and price points for


hardware products that will be both functional and desirable in the marketplace. As a


visit to any Best Buy store will confirm, the retail marketplace for consumer electronics


is extremely crowded and it is difficult to stand out. Products must look good and have a


"wow" factor that will cause them to stand out from competitors. SIR Ex. 11 shows a


sampling of the products that we have developed to sell through the retail channel.


Among other products, we have recently introduced the Stiletto 100, a new portable


satellite radio. We have many additional automotive, transportable and home models


with unique features and capabilities, priced in various ranges to attract the broadest mix


of consumers.


6. Design and development of products as complex as satellite radios


requires a substantial staff. On my in-house staff, at least 21 employees, including


Engineers, Product Managers, Logistics Managers, Manufacturing Specialists and Project


Managers, are involved directly in product design and development. In addition, we have


contractual agreements and work closely with outside design and engineering


development companies as well as our ODMs. In total, these companies employ over


200 people who are also involved in design and development of Sirius radios and


accessories.


7. While developing a great product is a necessary step to a successful


product launch, it is not sufficient to ensure sales. Sirius must also provide incentives at


several steps along the manufacturing and distribution chain in order to sell Sirius radios.


The particular deals vary, but the patterns are similar. Sirius provides our complex and
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expensive chipset at no cost to the manufacturer. We then subsidize the manufacturing


cost of the total receiver as required by competitive conditions and our business


objectives. The product is then imported into the US by one of our distributors. The


importer then wholesales the radio at a profit to retailers, which in turn also expect a


profit when they sell it to a consumer. The typical gross profit margins expected at these


different levels varies from 15-30% for the factory level, approximately 18% for the


wholesaler, and between 25-30% for retailers. Because the profits expected at each


distribution level threaten to increase the price of the finished radio out of the pricing


range that Sirius believes new subscribers would be willing to pay, Sirius is forced to


provide subsidies at several levels. Each level of the distribution chain typically


measures its expected profit in percentages, so Sirius tries as much as possible to


concentrate its subsidies at the initial stages, where its subsidy dollar has maximum


impact.


Store Level MarketinR


8. In addition to these basic distribution subsidies, Sirius has enormous


marketing expenses at the store level to ensure Sirius’ products can be found by


consumers. The competitive pressures in the retail sales arena are intense. In retail, the


chains are competing head to head against each other, and are also pitting our service and


product directly against other consumer electronics products and services. The leading


retailers drive the business of selling aflermarket products. Because they are so large and


have such enormous buying power, the leading retailers will not carry a product unless


they are convinced they can sell it in mass quantities nationwide. Such large retailers do


not promote products that will be attractive only to consumers who are early technology
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adaptors; they insist on products that will that are in demand from the mass retail market


immediately. Sirius radios are now available in the stores of most of the largest


consumer electronics retailers, including Best Buy, Sears, Target, Costco, RadioShack,


WalMart and Circuit City.


9. As a further step to ensure shelf space and sales, Sirius must provide


financial incentives to the retailers in order to be included in their direct-to-consumer


marketing. For example, the major chains such as Circuit City consider their Sunday


newspaper supplements to be a critical component of their marketing efforts. Space in


those circulars is sold to the highest bidders - the manufacturers of all of the various


products sold by the chain compete voraciously for space in those advertising circulars.


Thus, when a Sirius radio is promoted in the Circuit City Sunday newspaper circular,


Sirius has paid Circuit City for that privilege. The retailers may also participate in


revenue sharing arrangements to give them further incentive to sell our product. In some


instances, Sirius will pay both an activation fee and a monthly residual for each


subscriber who originally purchased a Sirius radio at a retail store.


10. Sirius also provides operational point-of-sale displays for stores. Having


operational Sirius radios in the retail environment so that consumers can try out the


various available products and experience first-hand the excellent audio quality and


programming variety offered by Sirius’ service plays a significant role in convincing


consumers to purchase Sirius’ service. Sirius has paid to develop and install kiosks


capable of playing the Sirius service live in several thousand Circuit City, Best Buy, and


other retail stores, as well as car dealerships, and even Hertz rent-a-car locations. Each
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time Sirius installs such a kiosk, it must also install a Sirius antenna on the roof of the


store’s building. All of these expenses are paid by Sirius.


11. Perhaps one of the most damaging effects of this competitive retail


environment is that it leads to the rapid depression of the retail price point within months


of a product’s introduction, rather than over several years as consumer electronics


manufacturers used to expect. The rapid decline of retail pricing means that Sirius will


have to pay even more in subsidies in the near future. The retailers expect that the


wholesale price offered to them will go down, so that they can sell the receivers at a


cheaper retail price while still maintaining a sufficient profit margin. This exerts


downward pressure on the consumer electronics manufacturers.
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