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SIRIUSH

SATELLITE RADIO

1221 Avenue $rihe A;neggas . :
New Yark, NY 10020
C el 2?'2 584 5100 S October 1, 2004

fax 212 584 5200
wuar sinik crm

‘Confidential

One Twelve, Inc.

¢fo Don Buchwald and Associates, Inc.
10 East 44ih Strest : '
New York, Mew York 10017
Facsimiie No.: (212) 8687-2434

Dear Mr. Stern:

This ietter agreement (this "Agreement") sets forth the principal terms of the agreement
between One Twelve, fnc. ("you") and Sirius Satellite Radio Inc. ("Sirius") with respect to the
licensing to Sirius exclusively on radio of the Howard Stem {"Stern™) radio show (the "Howard
Stern Show" or the “show") and certain related matters,

Subject to the terms and conditions hereof, you and Sirius hereby agree as follows:

Signing Bonus: - . r2yabie in cash upon signing.

. Notwithstanding the payment of the signing bonus, ne services shall
be required under this Agreement prior to January 1, 2006.

Annual Cash ' H per year during the term of this Agreement as long as
Compensation: tern continues on the air. Such amount shall be payable in twenty-
' - six equal bi-weekly installments per year.

Slrius shall, on an.annual hasis, guarantee such payments by
depositing the necessary funds with an escrow agent acceptable to
you or providing a [etfer of credit reasonably acceptable to you.

Bonus Stock ]

Compensation:
' Sirius will set asideDF shares of stock upon signing. On
. December 31, 2013, Sirius will deliver to you, at your option, either (i)
such shares of stock, in the form of unrestricted shares df Sirius
common stock which are saleable by you vpon delivery, or (i)
in cash. ;



One Twelve, Inc.

" Performance Based
Compensation:
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You wil be entitled to receive such unrestricted stock on an
accelerated basis if either: {a} Sirius acquires 1,000,000 HS-

- Generated Subscribers (as defined below) or {h) the total number of

Sirius subscribers exceeds the "Siri Intemal Estimate” year-end
subscriber target set forth on Exhibit A for the applicable year by
more than 1,000,000 subscribers. If, on the date of acceleration, such
stock is valued at less than {based on closing price of
Sirjus’ stock for the trading day immediately preceding such date},
Sirius will pay you the difference in cash within ten days of the date of
acceleration; provided that if you sell such stock on the first trading
day after delivery by Sirius, Sirius will pay you the difference between
h and your acfual sale proceeds (without deduction for
roker's fees or other expenses of such sale).

As used in this Agreement, a "HS-Generated Subscriber” shall mean
any Sirius subscriber directly and trackably (e.g., through a promotion
code or dedicated web site or 800 number) generated through any
marketing or sales inifiative you direct to Stern's fan bagse, other than
any initiative which offers all applicable subscribers cash incentives,
rebates or any considaration other than prermiums of limited value
{such as posters or DVDs of programmmg created by Stem). Sirius
shall reasonably cooperate with you in the creation of marketing and
sales programs and tracking machanisms.

Performance Based Stock Co , You shall receive a
performance based stock award of if this Agreement
remains in effect and, on or betore December 21, 201G, either (i)
Sirius has acquired a total of 2,800,000 or more HS-Generated
Subscribers or (if) the total number of Sirius subscribers at the end of
any calendar vear exceeds the "Siri intemnal Estimate” year-end -
subscriber target set forth on Exhibit A for such year by more than
2,000,000 subsoribers..

You shall receive a second performance based stock award of

if this Agresment remains in effect and, on or before
December 31, 2010, either () Sirius has acquired a total of 4,000,000
or more H3-Generated Subscribers or (i) the total number of Sirius
subscribers at the end of any calendar year exceeds the "Siri Internal
Estimate® year-end subscriber target set forth on Exhibit A for such
year by more than 4,000,000 subscribers.

You shall receive a third performance based stock award of
F If this Agreement remains in effect and, on or before

ecember 31, 2019, either (i} Siriug has acquired a total of 6,000,000
or moere HS- Generated Subscribers or (i) the total number of Sirius
subscribers at the end of any calendar year exceeds the "Siri internal
Estimate” year-end subscriber target set forth on Exhlblt A for such
year by more than 6,000,000 subscrlbers

_ You shall receive a fourth performance based stock award of-
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If this Agreement remains in effect and, on or before
Dacember 31, 2010, elther {i) Sirius has acquired a total of 8,000,000
or more HS-Generated Subseribers or (fi) the total number of Sirius
subiscribers at the end of any calendar year exceeds the "Sir Infernal
Estimate” year-end subscriber target set forth on Exhibit A for such

- year by more than 8,000,000 subscribers,

You shall receive a fifth performance based stock award of
if this Agreement remains in effect and, on or before

~ December 31, 2010, either (i) Sirius has acquired a totai of
10,000,000 or more HS-Generated Subscribers or (ji) the total

number of Sirlus subscribers ai the end of any calendar year exceeds
the "Sisi Intemal Estimate” ysar-end subscriber target set forth on
Exhibit A for such year by more than 10,000,000 subscribers.

Any performance based stock award shall ba payabls () thirty days
after you achieve a HS-Generated Subscriber target set forth in
clause (i) of any of the above paragraphs or (b) on the fifth business
day of the following vear if Sirius achieves an excess subscriber
target set forth in clause (i) of any of the above paragraphs, In each
case in unrestricted shares of Sirius common stock which are
saleable by you upon delivery. The number of shares shall be
determined based on the average closing price of Sirius' stock for the
twenty trading days preceding the applicable delivery.date.

Advertising Revenue, Once Sirius has acquired two million additional
subscribers (i.e., in excess of the number of Sirius subscribers on the
date the deal is announced), you will receive in cash, on an annual
basis during the fenm of this Agreement, a percentage of Sirius' gross
advertising revenue, less only agency and other third party sales
commissions (not to exceed ) from the Channels (as defined
below), Such percentage shall be based on the amount of annual
advertising revenue as follows: '

Annual Advertising Revenue HS Percentage

Such percentages shall be applied incrementally (i.e., you shall .
recei\re'.of the first [ of net revenue, [ of the next
, efe.), '

Subscription Revenue. Once Sirlus has acquired two million

additional subscribers (i.e., in excess of the number of Sirius
subscribers on the date the deal is announced), you will receive in
cash, on an annual basis during the term of this Agreement, a
percentage of the subscription revenue recegnized by Sirius from any -

K Q\\EJ
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Revenue Sharing
Payments;
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HS-Generatetl Subscribers beyand the first 1,000,000, Such
percentage shall be based on the number of suich subscribers as
follows: :

Number of HS-Generated Subscribers HS Percentage
Premium Channel Revenue. You shall receive, in cash, on an annual
basis during the term of this Agreement, a percentage of the
subseription revenue recoghized by Sirius from the Premium Channel
{as defined below); provided that such revenue sharing shall not
hegin until Sirius has recouped the costs of producing and marketing

the Premium Channel. Such percentage shall be based on the
amount of revenue (after recoupment) as follows:

‘Anr'tual Revenue (after recoupment) o HS Percentage

Such percentagas shall be applied incrementally (i.e., you shall
receive of the first of net revenue each year,-‘
of the next , efc.). . )

All Advertising Revenue, Subscription Revenue and Premium
Channel Revenue payments shall be made on or before January 31
of each year with respect to the preceding calendar year. Sirius shall
adjust such paymenis (and provide you dotumentation supporting
such adjustments) as necessary within fourteen days of completion of
its audited financial statements for the applicable calendar year.

D/A\gé
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Statements; Audit
° Righis:

Consulting Fee:

HS on Sirius:

§ Oct_dber 1, 2004

On a quarterly basis, Sirius shall provide you with certified statements
of the quarterly and year-to date Advertising Revenue, Subscription
Revenue, Premium Channel Revenue and HS-Generated
Subscribers, along with reasonable supporting documentation.

You shall have the right, not more than once in any twelve month
period, fo conduct, at your expense, an audit of Sirius' books and
records relating to such calciilations. In the event any such audit
reveals an underpayment by Sirlus of mare than five percent for

audited period, Sirius shall pay you the costs of such audit.

You and Stem shail treat as confidential all information included in the
quarterly statemenis provided to you andfor provided in connection

- with such audits, and shall not disclose any such information to any

party other than your respective representatives and advisors who
need to know such information and who are obligated to maintain the
confidentiality of such information; provided that the foregoing
restrictions shall not apply to any information which is publicly
available {other than through disclosure by or through you) or is
disclosed pursuari to court order,

Sirius shall pay te Don Buchwald as a eonsuitant, or to an entity
created by Don Buchwalid to provide his services ("Buchwald™), a
consulling fee equal to of ail compensation (whether in
the form of cash or stock) paid to you under this Agreement. Such
payments shall be made concurrentiy with payment of each
corresponding amount fo you hereunder, Sirius shall, on an annual
basis, guaranfee its payments to Buchwald to the same extent and in
the same manher as the payments guaranieed tc you under Annual
Cash Compensation above.

The HS Show. Sirius will create the HS Channel, dedicated to the -
Howard Stern Show and other programming developed by Stern.

You will produce tha Howard Sterm Show exclusively for airing live on
Sirius from 6:00 a.m.-10:00 a.m., eastern titme, Menday-Thursday. In
addition, you will produce a "best of" show from each week's Monday-
Thursday material to air that Friday in the same time slot.

Sirius may elect to aiso broadcast each day's show (including each
Friday’s “besi-of" show) on & one, two and/or three hour delay on

. different channels in order to achieve a 8:00 a.m. start fime in moltiple

time zones. Each day's show (including each Friday’s *best-of’ show)
may be repeated once per time zone immediately following the initial
broadcast and additional times during mutually agreed promotional
periods (e.9., launch, special weekends). In addition, you and Sirius
will discuss afternoon drive time opportunities,

The remainder of the programming on the HS Channel will be
mutually agreed by you and Sirius, but no content will be.broadcast

on the HS Channel without your approval,

- é:)



* One Twelve, Inc.

HS Studios:

Second Channel: -

Premi:}m Chanpel:

HS Development
Company:
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Other Best-Of Material. In addifion to the Monday-Thursday shows
created under this Agreement, you will make avallable, at your
discretion and subject to necessary clearances, your archive of prior
material (including radic and pay per view specials) for purposes of
crealing specials and promotions for the HS Channet and to fill in for
the Howard Stern Show when Stern is on vacation or otherwise not
broadcasting new shows.

Produstion Expenses, Sirius shall fund an annual budget, not fo
exceed to cover the cast compensation and ordinary
produciion expenses consistent with way the Howard Stern Show is

- produced today {other than studio construction and operating costs

which are addressed below under “HS Studics”). Any significant
expenditures outside the ordinary course are subject to Sirius' prior
reasonable approval.

 Sirius will provide you with studio, praduction and performance space

{collectively, the "Studic"}, built to your specifications, in ifs .
Rockefeller Center facilities. Sirius wil pay for construction and
ordinary course operation of the Studio, but any construction and

operating costs necessary for television broadcasts from the Studio

shall be paid by the television producer, Any extracrdinary
construction expenses shall be muiually approved by you and Sirius.

You an'd your staff shall have dedicated full-time access to the Studio,
which shall not be used for any other purpose.

Upon your request and upon muiual agreement on a channel
concept, Sirius shall make available a second channel (the "Second
Channel") for inclusion in ifs standard programming package at o
additional charge to the subscriber to air additional programming
produced by Stem. The content on the Second Channet will be
mutually agreed by you and Sirius, but no content wili be
broadeast on the Second Channel without your approval,

Upon your request and upon mutual agreement on a channel concept
and appropriate pricing, Sirius shall create an additional channe! to be
offered as a premium channe| for an additional fee (the "Premium
Channel") to air additional programming produced by Stern. The
content on the Premium Channel will e mutually agreed by you
and Sirius, but no content will be broadeast on the Premium
Channel without your approval, The HS Channel, Second Channel
and Premium Channe! may be referred to coliectively as the
"Channels”, and each of them may be referred to individually as a
"Channeal",

You wili develop additional on alr talent and shows at your discretion
to air exclusively on the Channels. Sirius will fund the development
effort within agreed upon parameters and you will share in present
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and future advertising revenue as provided above from shows
produced by your development company.

HS Production Sirius will provide Howard Stern Productions, Inc. with per

Company: year, payable on or before March 31 of each such year commencing
in 2006, to be used in its discrefion fo fund HS-related marketlng,
production and promeotional concepts.

Creative Freedom: You may produce the show and other material on the Channels ina
manner congistent with the full ﬂex:blhty provided o subscription
media services by law.* .

inteffectual Property: You shall own all rights in the show and alt other programming you
produce in connection with this Agraement (collectively, the "HS
Programs”™), including show names, as well as recordings of all such
HS Programs. In consideration of the payments provided to you
heretnder, you hereby grant to Sirius an exclusive license to
distribute the HS Programs (including show names) by satellite radio
in accordance with and during the term of this Agreement.

Audio Distribution:  The HS Programs shall be the only audio programs regularly
produced by you, Stern and/or your affiliated companies during the
. term of this Agreement, You and Stern agree not to license, authorize
or permit the distribution of the HS Programs during the term of this
Agreement by terrestrial radio, internet streaming, downloads, cell
phones/PDAs,-CDs or any other audio medium (including any other
safellite radio service).

Upon mutual agreement the show can be streamed to Sirus
subscribers via the internet and/or provided to non-subscribers for
limited promotional periods.

TV Distribution. You shall own all TV rights and to the show, but Sirius must approve
any simutcast or broadcast of any particular program within three
hours after the initial east coast broadeast of such program on Sirius.
You shall have the right 1o incorporate in your TV broadcasis any

- Sirius name andfor logo placed in or around the Studio by Sirius
which appears in the background duting the filming of such show.

Name.and Likeness:  Subject to your approval in each instance, Sirius shall have the right
to use Stern's name, image and likeness promote Sirius, the
Channels, the show and the other programming developed
hereunder.

indemnification: Sirius shall indemnify you, Stem, Buchwald and Don Buchwald and
Associates, Inc. from and against all ¢laims, including govemment
fines and penaliies and reasonable aftorneys fees, arising directly or
md1recﬂy from or related fo the broadcast of the show on Sinius.

X @&’



One Twelvs, Inc.

Travef:

- Vedical Benefits:

Production
Schedule:

Corporate
Governance:

XM Merger:

Show Start Date:

Term:

Territory:

Miscellanecus:

8 ‘ October 1, 2004 .

Slrlus shall provide a private plane, deluxe accommodations, meals
and limo service for Stern and Don Buchwald whenever Stern fravels
on Sirlus-related business. In addition, Sirius shall prowde Stern with
full-time limo service in the New York area ‘

Sirius shall provide Stem and the staff of the show with medical
benefits, either through Inclusion on Sirius’ medical plan or by
reimbursing the costs of a comparable medical plan.

The show shall be produced weekdays other than (i) days on which
Stem is ill or unabie to perform; (li) Stern's vacation days, (i)
national, state or widely observed religious holidays and (iv) days -
when production is preciuded as a result of force majeura or another
reason beyond your control,

Upon your request, Sirius shalf (i) nominate an individual designated
by you, and reasonably acceptable to Sirius, for election to Sirius'
board of directors at Sirius’ next annual mesting, (i} grant your
representative the right fo observe Board proceedings or (jii) provide
another mutually agreeable method for you to remain informed about .
Sirius’ business and prospecis.

In the event Sirius merges with XM Satellite Radio, Sirius shall pay
you a fee ofﬁ whereupon the HS Programs may be -
broadcast to all subscribers of the surviving company.

-January 1, 20086.

If you and Stern are released from your terrestrial radio agreements
prior to such date, you and Sifius shall metually pursue an earlier
start date.

If Siﬁus Is provided the opportunity to simuleast the existing Howard
Stern Show, you and Sirius shall discuss in good faith appropriaie
terms far the period through December 31, 2005.

Five years from the show start date. Stern agrees to remain on the air
for all five years.

Worldwide.

Vaeation. Stern shall be entitled ta ten weeks of vacation tlme per

. year.

Insurance. You, Stern, Buchwald and Don Buchwald and Associates,
Ine. shall be added as insured parties under Sirfus’ general liability
and emors and omissions insurance policies.

No Confifet. You represent and warrant to Sirius that neither your

and/or Stem's execution of this Agreement today nor your and/or
Stern's performance in accordance with the terms hereof from and

e

04
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after January 1, 2008 shall violate or confiict with any agreement or
obligation to which you or Stern is cumently subject, including any
agreement relating to the television or radio broadcast of the existing -
Howard Stern Show. You hereby indemnify Sirus from and against
any liability arising from any breach of the foregoing represeniation
and warranty. ’

Notjce and Cure. You or Sitius, as applicable, shall provide the other
party with written notice of any breach or claimed breach of this
Agreement and shall provide the oiher party with a reasonable pericd
undet the circumstances (hot to exceed fifieen days) to cure any such
braach. . :

. Confidenfiaiity. Neither you nor Sirius shall disclose this Agreement or

the terms hereof fo any party other than our respeclive
representatives and advisors who need to know such information and
who are obligated to maintain the confidenfiality of such information;
provided that the foregolng restrictions shall not apply to disclosure by
either party hereto of any information which is publicly available (other
than through disclosure by or through siich party) or is disclosed
pursuant to applicable law, sourt order or the regulations of a national
securities exchange. Notwithstanding the foregoing, it is understood
that Stem may talk about the non-financial terms of this Agreemsnt,
as an enteriainer, in a manner consistent with his past practices, at
such time after the public becomes aware of the relationship between
the parties.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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The parties contemplate entering into 2 more formal agreement incorporating the
foregoing terms as well as other terms customary for agreements of this type, including, but not
limited to, representations and warranties, death and disability, non-disparagement,
confidentiality, default, termination rights and remedies. Uniil such time, if ever, as such
agreement is fully negotiated, however, this Agreement shall be deemed final and binding on
the parties hereto. ‘

Very truly yours,
SIRILUS SATELLITE RADIO INC.

S@%@/L@W

Jodebh P. Clayton
Ch:ef Executive Officer
AGREED AND ACCEPTED:
" ONE;TWELVE 3 g
Holvard Stern :
President

To induce Sirus to enter into the foregomg Agreement and for other good and valuabie

_ consideration, the receipt and sufficiency of which are hereby acknowledged, | hereby (i)
confirm the foregoing Agreement, the grant of all rights granted therein and the authority and
right of One Twelve, Inc. fo enter into the foregoing Agreement with respect to me; (i) agree to
perform all services, obligations and undertakings required of me as specified in such
Agreement; {iil) personally guarantee the performance by One Twelve, Inc. of all of ifs
obligations under such Agreement; and {iv) agree that all payments to or on behalf of One
Twelve, Inc. shall disgharge any obligations of Sinus to me in connaction with the rights granted
in such Agreemen

AGREED TO AND ACCEPTED
as to the paragraph headed

Bucﬁwsy

.




%v'ed
g'solel

0'0eG'vL
0'€s8¢l
08L6's

9'y6v'Cl
02482

Lg81'clL

0'6206

vZLL'ZE

%S ¢C
£9.226
008y'LL
0'00L'g
0'562'0L
0'gle's
6°'828'8
0°Z¥s'0L
0259'¢
§'9.49°01

0'pES'Z
9'v82 ‘6

8060<

800¢

SOIEWINST 18GLIOSANG - Y NAIYXT
o1pey ayjIB1es SNUIS

%8'92  %8'ZE %0 L¥
298l 91928  L'eESE
| ooL¥'s 00S¥'s O'E00c
0'002'9 0008y 000L'C
0pER'L 0€L9'¢ 06l
o'BO¥'9  0TYY'Y Olbl'E
8598, 2208'S O'ESL'S
‘0022’8 0'006's 0'6¥RET
980
08re's 0cell'vy  oige'e
Gegl's £108's GP98'c
0'ge6's  £'688'e
0'188'C  0BLS'Y OV6lL'S
0'Z8L'L  0'L6Z'S 0°L0LE
1002 900¢

%85
¥'G80¢

0°206')
0°006')
8'8LL'C

0'910'2

z'eee'e
0'8LL'2
G'eLL'T
0°696'L
8'928'C
L'66L'C
0°000'2
0'096°)

0'932'2

s00¢

9886

0'096
€086
0'GE0°L
0vL6
2'000'L
0'G00'tL
A FA]
0'896
o'vL0'L
6°G00'1
0°0S6
1266

T 0'pe0°L

v00E

X

YImods) fenuuy
{ueapy) afiesany

dtejq Welliz
BINOUIBAL
sbiejulp
SNejo3IN [RS8
uamod 98
SO Siopues
‘uosepy Bba
ooug
ueSioW dr
wniong
sulea}s Jeoy
eolawWY Jo yueg

SALVIILST TYNYILNI] RS

SpuBsHoi] Ul

819GUISYNg POLSd JO pug

IVILNIGIEANOD



