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Executive Summary

Background

1. GCap Media plc (GCap) is the largest commercial radio group in the UK and has invested
more into the development of DAB radio services in the UK than any other company. It
currently operates 20 local multiplexes, is working to launch three more and has
significant shareholdings in Digital One and other local and regional multiplexes. GCap
has provided the investment in infrastructure required to bring a large number of digital
radio services to local listeners. In doing so, its multiplexes have substantially widened
listening choice in their coverage areas and have significantly enabled Ofcom to “further
the interests of citizens by establishing a wide range of high quality DAB radio services”
(Section 3 Communications Act).

2. GCap is applying for the Gloucestershire multiplex licence through its subsidiary, Now
Digital Ltd (NOW(digital). NOWdigital will provide Gloucestershire with a mix of familiar
analogue ILR stations and new digital services. NOW(digital has a wealth of experience in
multiplex operation that cannot be matched by any other applicant and is in a position to
guarantee the provision on DAB of the most popular commercial service in the area,
Severn Sound, and the AM Gold station.

3. GCap’s Severn Sound has broadcast to the Gloucestershire area since 1980 and is an
important member of GCap’s One Network of stations. Through its investments, GCap
aims to provide a digital platform for local analogue stations and new digital versions of
popular services.

4. We now summarise our application using the statutory criteria against which Ofcom
assesses applications.

Extent of proposed coverage and timetable for cover  age roll-out

5. As with any multiplex area, careful transmission planning is needed to ensure good
coverage of the area is achieved at a sensible cost. NOWdigital has put together a
network which balances a critical mass of indoor portable coverage for the majority of the
population in the region (66%), acceptable outdoor coverage (75.4%) and a pricing model
which is accessible for service providers.

6. If offered the licence, NOWdigital would launch with a robust network of three transmitters
on Churchdown Hill, in Stroud and Dursley, and would expand coverage as viable after
this date. This transmitter configuration enables good population coverage of the whole
area, including coverage of the M5.

7. The proposed network will not only give robust indoor coverage as requested by Ofcom
but will also include a significant amount of coverage to “handheld” receivers which are
expected to account for an increasing amount of DAB receivers in the future.

8. If Ofcom were to award the multiplex in January 2008, we would expect to launch in
December 2008 with all of the audio services described.

Ability to establish and maintain proposed service

9. GCap is the UK’s largest commercial radio operator. NOW(digital, its local multiplex
division, operates the world’'s largest local multiplex network, managing 20 multiplexes
and broadcasting 188 radio stations on behalf of 24 clients. GCap is well placed to
establish the multiplex because it has a wealth of prior experience and a strong
knowledge of the region via the Severn Sound and Gold services.
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10. GCap’s accounts to the year to March 2007 reveal a profit before tax of £14.4m. At this
date GCap had cash available of £6.8m in addition to access to significant banking
facilities.

11. While the upfront investment in a local multiplex is fairly small, fixed transmission costs
are significant. As the industry has witnessed, digital services may come and go, and the
multiplex operator needs to be in a financial position to weather any changes in its
income base. Via GCap, NOW(digital has the right experience in multiplex investment and
management, is committed to extending the provision of its services, has first-hand
knowledge of operating in the area and has the financial and business resources required
to ensure a successful multiplex operation.

Cater for local tastes and interests
12. NOWdigital's multiplex service will launch with a strong mix of eleven commercial
services. We believe that this provides the right balance between providing existing local

analogue services and new digital formats.

13. In addition to BBC Gloucestershire, the services to be carried on the multiplex are:

Figure 1
Service Provider EX|§t|ng [ Format
service in area
Severn Sound GCap Yes Contemporary and Chart Music
Gold GCap Yes Classic Hits
Chill GCap No Chill out
XFM GCap No Modern Rock
Star UKRD Yes Adult Contemporary
JACK fm Absolute Radio No Variety Pop and Rock
Sunshine Radio  Laser No Classic Pop Hits
‘Easy Listening’  Confidential No Easy Listening
ucCB ucCB No Contemporary and Classic Christian music
‘Dance’ Confidential No Dance
Traffic Radio Highways Agency No Continuous Traffic and Travel

14. After the licence award, and subject to available capacity, we will continue to explore the
possibility of introducing an access channel for local community stations, of which there
are a number in the area including Gloucester FM 96.6, Forest of Dean Community
Radio, Stroud FM and Tone Radio. Conversations to date with these groups indicate
they are interested in carriage on DAB.

Broadening of local commercial DAB choice

15. Listeners in Gloucestershire currently have access to three analogue commercial
services; GCap’s Severn Sound and Gold, and UKRD’s Star 107.5. Large parts of the
area can also hear GCap’'s Wyvern FM service from Hereford and Worcester (41%
overlap with Gloucestershire PPA), while GWR FM (10% overlap) and Gold in
Hereford/Worcester (5%) are also available. There is an 8% PPA overlap with the
Swindon multiplex in the South-East of the area, and smaller overlaps with the South
Wales and Bristol and Bath multiplexes. The majority of the area, including the major
population centres of Gloucester, Cheltenham and Stroud, does not receive any local
multiplex service.

16. We believe the eleven commercial services in our line up cover a breadth of programming
not currently available to digital listeners in Gloucestershire. The services will provide a
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combination of locally focused services, nationally-branded music stations and new
digital-only services aimed at increasing choice for the younger demographic, a group
clearly identified in research as being least satisfied with current radio offerings

Local demand or support

17. In providing our line up for the Gloucestershire multiplex we have aimed to make
available a wide range of radio services that are of high quality and calculated to appeal
to a variety of tastes and interests. In doing so we believe our line-up responds to likely
demand across multiple demographics. XFM, Chill and Dance provide more choice to
younger listeners who are listening less to commercial radio in the area. Services such as
Easy Listening, Jack, Sunshine and UCB provide more choice for older listeners whose
listening for the most part has increased in the last two years. The provision of these
services also provide a further alternative to the BBC which has seen listening increase
significantly over the last couple of years.

Fair and Effective competition

18. NOWdigital has adopted an equitable process with regards to selection of service
providers for the Gloucestershire multiplex.

19. We have contacted all types of radio stations in the local area asking whether they are
interested in providing a service in this area. In addition we have contacted all of the UK’s
major radio groups informing them of the multiplex opportunity.
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1. Name of Applicant, Address, Telephone and Fax No  .s, E-mail address

This must be a single legal entity: either a body corporate or a named individual person. If the former, a copy of the
certificate of incorporation must be included with the application.

NOW(digital Ltd

30 Leicester Square
London

WC2H 7LA

2. Main contact (for public purposes)

Please nominate at least one individual to deal with any press or public relations, stating Name, Telephone (daytime),
Address and E-mail address

Andy Causby

GCap Media plc

30 Leicester Square
London

WC2H 7LA

020 7054 8000
andy.causby@GCapmedia.com

3. Main contact (for Ofcom purposes)

Please nominate one individual to whim questions of clarification and / amplification should be sent, stating: Name,
Telephone (daytime), Address and E-mail address. The response to this question may be submitted in confidence,
separately from the other responses in this section (if an applicant does not submit the response to this question in a
separate annex, the response will be published).

This information is provided in the confidential Part B of this application.
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Section 51(2)(a) and (b): Extent of proposed covera ge and timetable for
coverage roll-out

4. Summary of coverage proposals

20. NOWdigital has worked with NGW to design the transmission plan and proposes a robust
network of three transmitters from launch. In determining the coverage area we have
considered where the audience and commercial opportunities lie in the PPA, alongside
overlaps with existing analogue and digital stations. The map below shows how existing
multiplexes (Bristol and Bath and Swindon and West Wiltshire) overlap with the
Gloucester PPA and where the listening in Gloucestershire occurs, according to Rajar
(BBC Gloucestershire TSA). Around 80% of listening in Gloucestershire takes place
within the red circle.
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21. NOWdigital’'s objectives were firstly to ensure as many people as possible in the area will
be able to receive DAB, i.e. fill in as much white space as possible; secondly to ensure
the multiplex covers as much existing listening as possible. We think our coverage
proposal, mapped below, achieves this within a reasonable cost:

22. The proposed network will ensure robust indoor coverage as requested by Ofcom and
include a significant amount of coverage to “handheld” receivers, which are expected to
account for an increasing number of DAB receivers in the future. NGW estimates the
adult population of the area covered to be 353k.

23. The initial transmitters will be located at:

23.1. Churchdown Hill:  This will be a high power transmitter using the National
DAB antenna, providing high quality coverage for:

23.1.1. robust indoor coverage to most of Cheltenham, Gloucester, Bishops
Cleeve, and much of Tewskesbury, and the surrounding area.

Gloucestershire multiplex Page 7



23.1.2. outdoor mobile coverage to most of the transport corridors including
the M5, A38, A48, A417 and A40 west of Birdlip, plus large parts of
the M50.

23.1.3. mobile devices in a large proportion of both Gloucester and
Cheltenham plus Bishops Cleve and the M5 north of Stroud.

23.2. Stroud: An omni directional low power transmitter providing high quality
coverage for:

23.2.1. robust indoor coverage in northern parts of Stroud, and extending
westwards to include the M5.

23.2.2. outdoor coverage in the southern parts of Stroud, parts of Nailsworth
and in Stonehouse plus coverage extending westwards to include the
M5.

23.2.3. mobile devices along the A419 local distributor road from Stroud,
extending to the M5 in the west.

23.3. Dursley: A directional low power transmitter providing high quality coverage
for:

23.3.1. robust indoor coverage in Dursley and extending westwards to
include the M5.

23.3.2. outdoor coverage in parts of Wooton-under-Edge and filling much of
a deficiency in M5 coverage and southwards to include the Michaels
Wood service station. It will also enhance coverage on the western
bank of the River Severn, including the A48 and much of Lydney.

24. These transmitters will provide coverage as follows:

Total Population 468,166 Mobile outdoors Robust indoors
Population % of PPA  Population % of PPA
Noise Limited Coverage* 353,041 75.4% 307,882 65.8%

* Note: Information regarding interference limited coverage and proposals to minimise it is
contained within Part B within the confidential section.

25. We intend to expand the transmitter network and so increase the population served
by the multiplex as economic conditions permit. Further details are provided in the
confidential section of the application.
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Launch Coverage, Three transmitters (Noise Limited)
Churchdown Hill 4KW, Stroud 500W, Dursley 500W
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5. Timetable for coverage rollout

Outline the timetable in accordance with which the coverage proposed at Q.4 would be achieved. This should also
be fully consistent with the more detailed information provided confidentially in response to Q.6.

26. If Ofcom were to award the multiplex in January 2008, we would expect to launch
with three transmitters by December 2008.

27. NOWdigital has an agreement with NGW, which in turn has plans in place to ensure
that NOWdigital's coverage proposals and launch dates are achievable.

28. Please refer to our response to Q.6 for more detailed information.

6. Detailed coverage proposals

Provide, in an electronic text file, details of the technical plan, which should consist of the following components:
assignment details, implementation table, and implementation data.

a) The first part of the technical plan is an electronic file of assignment details. This gives the relevant
technical detail of each transmitting station which the applicant is undertaking to provide as part of its
network. It will be used to enable Ofcom to estimate the coverage which will be achieved by the applicant,
on a basis consistent with other applicants. It will also enable confirmation of the plan's compliance with
Ofcom's various technical requirements. If more than one Technical Plan is proposed, a separate file
should be submitted for each one. Each file of assignment details must be submitted in the data format
specified at http://www.ofcom.org.uk/radiof/ifi/rbl/dcr/. All files must be supplied in flat text format. This is the
data format in which all transmitter co-ordination requests to Ofcom have been supplied to date, and is
based upon ASCII97 defined by the European Radiocommunications Office — the Wiesbaden 1995 Plan
management body.

b) A separate table, the implementation table, should also be provided for the technical plan. This should list,
for each proposed transmitter, the date of implementation promised with the parameters promised in the
transmission plan, the owner/lessor of aperture space on the mast/tower, and any relevant accompanying
notes. If it is proposed to introduce a transmitter with different parameters (typically lesser power or height)
for an interim period, then on both lists there should be one entry for the initial assignment, and a second
entry for the one which replaces it, with a note stating which transmission assignment is replaced.

c) Each transmission assignment should also be represented by site implementation data, specific to each
transmission site (only one set of data for each site should be submitted). This detail is intended to elicit the
practicability of the technical plan. For each site name (corresponding to assignment details and
implementation table):

i) If existing aerials are to be used, this needs to be stated and an explicit reference made. If not, then
applicants should provide a sketch diagram (or set of diagrams), approximately to scale, of the portion
of the supporting structure on which the radiating aerials are to be mounted. Show the radiating
aerials, and the aerials of other services mounted immediately above, below, and at the same level
as, the radiating aerials of the applicant's service.

i) Provide details of the building at the site in which the transmission equipment is to be housed.

iii) Provide confirmation from each of the relevant parties that they have seen and agreed the applicant's
proposals (to the extent that this includes new works) in respect of:

aerial mounting on the supporting structure, as proposed in the sketch diagram;

running of feeder cable from transmission system to aerial(s);

sharing of aerials and insertion/use of combiners, where relevant;

siting of transmission equipment;

supply of power,

building works (if any).

~ooooTp

The relevant party in each case, namely whoever controls the infrastructure (mast, cableways, building, power),
should be named explicitly.
iv) State whether and if so how the transmission arrangements are expected to change due to the TV
digital switchover programme.

Note: submission of this information does not imply that Ofcom will validate the design of the aerial system. The
licensee will be required to adhere as far as is reasonably practicable to the antenna pattern proposed in the
assignment details, and in all cases to limit the maximum radiated power in any given direction as may be required
by Ofcom.

Provide the following details regarding transmission arrangements:

i) Any transmission contracts that have been agreed
i) The status of these agreements

29. This information is provided in the confidential Part B of this application.
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7. Other technical proposals

a.

Supply a network diagram, with associated tables and labels as necessary, showing in terms of
functionality and (in principle) location: the source of each proposed digital sound programme
service, digital additional service or television licensable content service, the point(s) of
multiplexing, the point(s) of control of the elements of the multiplex (both FIC and MSC) and the
distribution circuits to the transmitters. State the nature of the bearer circuit in each case, and its
possible provider.

For each of the data services proposed in Q.11(d) and Q.12, show: the transport mechanism
within the multiplex on which it would be carried; whether stream or packet mode; the average
net data rate (including any protection or encryption bits additional to those provided for in the
ETS 300 401 specification); the range of data rates which might apply in any one transmission
frame in support of the service, both net and (specifically attributable to the service concerned)
gross; the protection mechanisms applying to their effective transmission (with reference to the
options available in the ETS 300 401 specification, quantified where the specification provides
for different numerical values to afford protection); whether it should be regarded as an additional
service, a television licensable content service or an ancillary service; whether encrypted or not,
and the encryption system envisaged; the use to which the data service would be put, including
a justification for the multiplex capacity required. Outline how compliance will be achieved with
the requirement that no more than the statutory proportion of the total multiplex capacity will be
devoted to non-programme related data services; the figure excludes Synchronisation, MCI and
Sl). See also Q.20, about audio services.]

With reference to the response to Q.20, supply a diagram showing the relationship between the
following elements of the multiplex: services; service components; transport elements (MSC sub-
channels: dedicated, and X-PAD; FIDC).

List any of the services in the multiplex which it is proposed be susceptible to interruption by
announcements common to more than one service. If announcements are to be made on a
geographically-selective basis, describe how this is to be achieved within the provisions of the
ETS 300 401 specification.

Describe how it is anticipated that the features of the ETS 300 401 will be used, if at all, in

consideration of continuity of a programme service, or the offering of an alternative service, to
listeners who lose reception of the multiplex signal, particularly in vehicles.

The response to this question should be submitted in confidence.

30. This information is provided in the confidential Part B of this application.

Section 51(2)(b): Timetable for commencement of ser  vices

8. Commencement of services

It is envisaged that any of the digital sound programme services or their related ancillary services will not begin
broadcasting from the start of the radio multiplex licence period, provide details of which service(s) will not commence
from the launch of the radio multiplex service, the reason(s) for this, and an indication of the expected timescale for
the commencement of the service(s).

31. We expect all digital sound programme services described to begin broadcasting
from the start of the multiplex licence period, with the exception of JACK fm which will
launch within nine months of this date.
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Section 51(2)(c): Ability to establish and maintain proposed service

9. Ownership and control of company which will oper ate the licence

a) Board of Directors

32. The directors of NOWdigital are Richard Manning, Wendy Pallot and Will Harding.
Further information is included overleaf.
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Richard Manning

Company Secretary

Occupation

Other Directorships

Any other media
interests

* Alternate Director

Group Legal Director and Company Secretary, GCap Media plc

Angels in Radio Ltd, Beat FM Ltd, Border plc, Bristol Radio Company Ltd, Buzz FM
Ltd, C E Digital Ltd, Capital Disney (West Midlands) Ltd, Capital Interactive Ltd,
Capital Online Ltd, Capital Radio (London) Ltd, Capital Radio Fun Ltd, Capital Radio
Ltd, Capital Radio North East Ltd, Capital Radio Telstar Entertainment Direct Ltd,
Capital Television Ltd, Castleform Ltd, Central European Broadcasting Ltd, Champion
FM Ltd, Cheerdale Ltd, Commercial Radio Pension Trustees Ltd, Core Digital Radio
Ltd, Diamond FM Ltd, Digital One Ltd, EG Digital Ltd, Ecast Ventures Ltd, Expressway
Ltd, GCap FRB (No 1) Ltd, GCap FRB (No 2) Ltd, GCap Media (AM) Ltd, GCap Media
(CRUD) Ltd, GCap Media Digital Ltd, GCap Media Services Ltd, Glasgow Gold Ltd,
Gwent Area Broadcasting Ltd, GWR (Local Area) Ltd, GWR (Trustee Company) Ltd,
GWR East Holdings Ltd, GWR Group plc, GWR Hungary (Investments) Ltd, GWR
New Zealand Ltd, GWR Radio (Hungary) Ltd, GWR Radio (South East) Ltd, GWR
Radio Ltd, Harlow FM Ltd, Healthbuild Ltd, Hopstar Ltd, Independent Radio News Ltd,
Investors in Radio Ltd, Invicta Concerts & Promotions Ltd, Jams of London Ltd, Kestrel
FM Ltd, Marcher Radio Group Ltd, MUKBL Radio Services Ltd, Mwah Mwah Ltd, MXR
Holdings Ltd *, MXR Ltd *, My Kinda Bath Ltd, My Kinda Bones Ltd, My Kinda Shacks
Ltd, My Kinda Square Ltd, Neal Street Blues Ltd, North East Radio Ltd, Now Digital
(East Midlands) Ltd, Now Digital (Oxford) Ltd, Now Digital (Southern) Ltd, Now Digital
(North Wales, Wirral & Cheshire) Ltd, Ocean FM Ltd, Orchard Media Ltd, Planet Rock
Ltd, Power FM Ltd, Priory Park Management Ltd, Radio Breeze AM Ltd, South West
Digital Radio Ltd, Storm (GWR) Ltd, Storm Broadcasting Ltd, T S Holdings Ltd, The
Digital Radio Group (Investments) Ltd, The Digital Radio Group (West Midlands) Ltd,
The Digital Radio Group Ltd, The Storm (Digital Radio) Ltd, The Digizone Ltd, Vibe FM
Ltd, West & South Yorkshire Radio Ltd, West Midlands Radio Ltd, Westward
Television Ltd, Wildstar Records Ltd, World Television Productions Ltd, XFM
Manchester Ltd, XFM South Wales Ltd

None

Richard studied Law at Leeds University and obtained an MBA from Bradford University.
After stints in marketing at Provincial insurance in Kendal, he qualified as a solicitor with
Lancaster firm, Swainson Son and Reynolds.

He joined Burmah Petroleum Fuels Limited, a subsidiary of Burmah Castrol plc, in 1994 as a
solicitor and subsequently worked in the Group Legal Department of the latter. In 2000 he
joined GWR Group plc as its first in-house lawyer and was promoted to Company Secretary
in November 2001. Until GWR’s merger with Capital Radio in May 2005, Richard led the
company’s legal and business affairs initiatives, including the merger’s legal aspects.

Upon creation of GCap Media, Richard took on the role of Group Legal Director and
Company Secretary. He and his team are responsible for all legal and business affairs
affecting the group, as well as managing the contracts of all on-air freelance presenters. He
is also a Director of Digital One Limited and IRN Limited, company secretary of Hit 40 UK
Limited, and a trustee director of the CRCA Pension Scheme.

Richard has been involved with NOWdigital since its inception and is responsible for all legal
contracts issued by the company.
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Wendy Pallot

Director

Occupation

Other Directorships

Finance Director, GCap Media plc

Amber Radio Ltd, Angels In Radio Ltd, Beacon Broadcasting Ltd, Beat FM Ltd, Belfast Radio
Ltd, Birmingham Broadcasting Ltd, Border Plc, Bristol Broadcasting Company Ltd, Bristol
Radio Company Ltd, BRMB Ltd, Buzz FM Ltd, Cambridge and Newmarket FM Radio Ltd,
Capital Disney (West Midlands) Ltd, Capital Gold Birmingham Ltd, Capital Gold Hampshire
Ltd, Capital Gold Kent Ltd, Capital Gold Manchester Ltd, Capital Gold Sussex Ltd, Capital
Interactive Ltd, Capital Online Ltd, Capital Radio (London) Ltd, Capital Radio Fun Ltd, Capital
Radio Investments Ltd, Capital Radio Ltd, Capital Radio North East Ltd, Capital Radio
Restaurants Group Ltd, Capital Radio Restaurants Ltd, Capital Radio Trustee Ltd, Capital
Television Ltd, Cardiff Broadcasting Company Ltd, Castleform Ltd, Central European
Broadcasting Ltd, Champion FM Ltd, Cheerdale Ltd, Chill Radio Ltd, Chiltern Radio PIc,
Choice FM London Ltd, Choice FM North London Ltd, Classic FM Plc, Core Digital Radio Ltd,
Cotswold Broadcasting Company Ltd, Devonair Radio Ltd, Diamond FM Ltd, Digital Four Ltd,
Digital Three Ltd, Digital Two Ltd, East Anglian Radio Plc, Ecast Ventures Ltd, Essex Radio
Ltd, Expressway Ltd, First Gloucestershire Radio Company Ltd, GCap Charities (Trading)
Ltd, GCap FRB (No 1) Ltd, GCap FRB (No 2) Ltd, GCap Local Data Company Ltd, GCAP
Media (AM) Ltd, GCap Media (CRUD) Ltd, GCap Media Digital Ltd, GCap Media
Management Ltd, GCap Media plc, GCap Media Services Ltd, Gemini Radio Ltd, Glasgow
Gold Ltd, Gwent Area Broadcasting Ltd, GWR (Local Area) Ltd, GWR (Trustee Company)
Ltd, GWR (West) Ltd, GWR East Holdings Ltd, GWR Group PLC, GWR Hungary
(Investments) Ltd, GWR International Investments Ltd, GWR International Ltd, GWR Radio
(Hungary) Ltd, GWR Radio (South East) Ltd, GWR Radio Ltd, Harlow FM Ltd, Healthbuild
Ltd, Hereward Radio Ltd, Hopstar Ltd, Investors In Radio Ltd, Invicta Concerts & Promotions
Ltd, iradio Ltd, Jams of London Ltd, Lantern Radio Ltd, Leicester Sound Ltd, Livetime Ltd,
Love FM Ltd, Marcher Radio Group Ltd, Mercia Sound Ltd, Mid Anglia Radio Plc, Midlands
Radio Plc, Mwah Mwah Ltd, My Kinda Bath Ltd, My Kinda Bones Ltd, My Kinda Shacks Ltd,
My Kinda Square Ltd, Neal Street Blues Ltd, Newsradio.com Ltd, Now Digital (East Midlands)
Ltd, Now Digital (Oxford) Ltd, Now Digital (Southern) Ltd, Now Digital (North Wales, Wirral &
Cheshire) Ltd, Ocean FM Ltd, Opus Radio Sales Ltd, Orchard FM Ltd, Orchard Media Ltd,
Oval (709) Ltd, Planet Rock Ltd, Plymouth Sound Ltd, Power FM Ltd, Radio Breeze AM Ltd,
Radio Broadland Ltd, Radio Invicta Ltd, Radio Mercury Ltd, Radio Orwell Ltd, Radio South
Ltd, Radio Trent Ltd, Radio Wyvern PLC, Ram FM Ltd, Riviera Radio Ltd, Saxon Radio Ltd,
Soul Media Ltd, Southern Radio Group Ltd, Southern Radio Ltd, Storm (GWR) Ltd, Storm
Broadcasting Ltd, Suffolk Group Radio Plc, T S Holdings Ltd, Tainside Ltd, Thames Valley
Broadcasting Group Plc, Thames Valley Broadcasting Plc, Thamesquote Ltd, The Digital
Radio Group (Investments) Ltd, The Digital Radio Group (West Midlands) Ltd), The Digital
Radio Group Ltd, The Milton Keynes Broadcasting Company Ltd, The Northamptonshire
Broadcasting Company Ltd, The Ocean Radio Group Ltd, The Storm (Digital Radio) Ltd, Two
Counties Radio Ltd, Vibe FM Ltd, Warrington Runcorn Broadcasting Company Ltd, West &
South Yorkshire Radio Ltd, West Country Broadcasting Ltd, West Midlands Radio Ltd,
Westward Radio Ltd, Westward Television Ltd, Wiltshire Radio Plc, Wirral FM Ltd, World
Television Productions Ltd, XFM Ltd, XFM Manchester Ltd, XFM Scotland Ltd, GWR New
Zealand Ltd

Wendy Pallot qualified as a chartered accountant with Coopers & Lybrand in 1989, joining
GWR Group as Group Financial Accountant in 1994,

Wendy was GWR Company Secretary from December 1997 to November 2001 and became
Group Finance Director in September 2001. She was then appointed Group Finance Director
of GCap Media plc on the merger of Capital Radio plc and GWR Group plc in May 2005.

Wendy'’s skills, whilst firmly rooted in finance, also encompass the wider business remit and
over the last 15 years she has made a key contribution to the business strategy of GWR
Group and now GCap Media. Her creative and financial flair has enabled GCap to establish
interesting new business opportunities.
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Will Harding

Director
Occupation Group Strategy & Development Director, GCap Media plc
Other Directorships C E Digital Ltd, The Digital Radio Group (London) Ltd, EG Digital Ltd, MXR Holdings Ltd,

MXR Ltd, Now Digital (East Midlands) Ltd, Now Digital (North Wales, Wirral & Cheshire) Ltd,
Now Digital (Oxford) Ltd,Now Digital (Southern) Ltd, South West Digital Radio Ltd

Any other media

. None
interests

Will joined GCap Media in August 2006 as Group Strategy and Development Director,
responsible for strategic planning, corporate development and growing GCap’s non-traditional
revenue streams. He is also responsible for the strategic development of GCap’s multiplex
businesses.

Before joining GCap, Will spent four years at BSkyB in a number of different roles, rising to
become Commercial and Operations Director of Sky's new media business. Prior to joining
Sky, he was one of the management team responsible for launching ask.com in the UK, and
spent five years at BBC Worldwide, working across the BBC's international TV, online and
publishing operations. He started his career as a management consultant with KPMG.

Will has a BA in Modern History from Oxford University and an MSc in Economics from the
London School of Economics.
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ii) If there are firm plans to appoint any further directors, provide information (with details of any specific individuals
in mind). This information may be submitted in confidence.

33. There are no plans to appoint any further directors.

b) Proposed investors and Shareholding Structure

iii) Names and addresses (the latter may be submitted in confidence) of all existing or proposed shareholders.
iv) Total number, class/classes of shares and issue price of shares (specify voting, non-voting, preference, other
etc.)
v) All voting shareholders and holders of 5% or more of non-voting shares and loan stock should be named. State
the number, class/classes and price of shares to be issued to each investor.
vi) Outline any shareholders agreements or arrangements which exist.
vii)  Where a corporate body other than a current Ofcom licensee will be providing 30% or more of the required
funding, details should be given of its directors and main shareholders, and of its activities
viii)  Ofcom may request additional information (e.g. a banker's letter, statutory/management accounts) regarding the
shareholders, or any other providers of finance, listed in the application.

No. of % of 0 % of total
ordinary ordinary A’;L:f’kan funding
shares share capital requirement

Name and address of
shareholder

GCap Media plc

30 Leicester Square

London 1 100% 100% 100%
WC2H 7LA

34. We would be happy to provide any further information as requested by Ofcom.

¢) Involvement of the Applicant in Specified Activi ties

Details are required of the involvement by the applicant and its participants (including shareholders or other
subscribers of more than 5% of the applicant's total funding requirements) in any of the activities listed below, and the
extent of the interest. For these purposes, the applicant includes associates of the applicant (i.e. directors and their
associates and other group companies).

i) Advertising agencies

iii) Newspapers;

iiii) Other broadcasting interests;

iv) Bodies whose objects are wholly or mainly of a religious nature;
V) Bodies whose objects are wholly or mainly of a political nature;
vi) Local authorities

vii) Other publicly-funded bodies

* Applicants should note that this information is required for the purposes of checking compliance with the ownership
rules, and is not relevant to an applicant's ability to establish and maintain its proposed service. If none of the
categories above apply to the application this should be clearly stated.

35. GCap owns and operates a number of radio stations, of which Ofcom has the
necessary details.
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10. Financial and business plan

(@) Overall Financial Strategy

36. NOWdigital is a wholly owned subsidiary of GCap and currently manages 20
multiplexes, broadcasting some 188 digital radio stations on behalf of 24 clients.
GCap itself broadcasts 107 digital radio services in the UK and has invested more
into digital radio than any other UK operator. This investment has driven the industry
forward and is helping build radio’s digital future.

37. As a subsidiary of GCap, NOW(digital has access to the financial resources and back-
office infrastructure to ensure each stage of multiplex operation is well funded. Having
launched and operated multiplexes since 2001, NOW(digital is in an excellent position
to successfully launch and operate the Gloucestershire multiplex.

38. NOWdigital works hard to ensure that its clients are represented at industry bodies
like Ofcom’s DAB Planning Standards Committee and the Digital Radio Development
Bureau (DRDB) marketing groups. It is also part of the cross-industry working group
devising rules to manage Adjacent Channel Interference.

The network construction phase

39. In designing the initial transmitter plan, NOWdigital works closely with service
providers, particularly the BBC and local analogue services, to identify key locations
and the nature of geographic audience behaviour. NOW(digital will work with NGW to
create a plan based around key milestones leading up to the launch of the multiplex.
This will include the international clearance procedures, the transmission build and
the service provider installation phase.

40. During the pre-launch period we will work with our service providers to ensure that
they are able to maximise the benefits of broadcasting on DAB, in particular ensuring
that they are able to provide the best sound quality for their service configuration, and
that they can make good use of programme associated data services. We will identify
how they could provide relevant text information on DLS, useful programme listings
on EPG and whether they want to use services such as service linking, Slideshow, or
announcement signalling. We can provide technical information if the provider wants
to create the technology to support these services themselves, or refer them to
companies able to provide it on their behalf.

41. NGW will subsequently ensure the network infrastructure is in place as part of its
contract with NOW(digital. NGW is an experienced transmission service provider with
whom NOW(digital has contracted on all of its other multiplexes.

42. If NOWdigital needs to adjust its plans because of any interference or other issues,
we will work with NGW to generate new compliant proposals.

43. NOWdigital will manage the relationship with service providers and NGW to ensure
that there is the right infrastructure to handle the installation of the multiplexing
equipment. We will work to ensure that communication links and back-ups can be
installed to meet the timings for launch. Pre-launch we will ensure that audio is being
fed by the service provider in preparation for the multiplex going live.
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Operational start up phase

44. As an existing operator of local multiplexes, NOW(digital will not incur significant
additional financial outlay for this multiplex as existing resources and systems will
expand to handle the multiplex’s operations. NOW(digital will work with NGW, service
providers and Ofcom to ensure the multiplex launches on time, to expectations and is
compliant with relevant regulations.

45. At launch, NOWdigital will ensure that all service provider agreements have been
signed and that regulatory requirements have been met. It will liaise with the DRDB
and ensure that the postcode checker is up to date with the new coverage and
service information. It will also promote the multiplex to the local press at launch and
act as spokesman for any station interviews.

46. In this period, NOW(digital will work closely with service providers to ensure that we
are meeting their expectations and solving any small problems that have arisen.

Marketing

47. NOWdigital believes it is more cost effective to generically market DAB on a national
basis than on a local area by area basis. This is because many of the newer services
that listeners experience will be supplied nationally, especially once the second
national multiplex is operational. As such, NOW(digital is a member of the DRDB and
supports the initiatives it takes. Since local digital services will benefit from this, the
membership fees are recharged to service providers at cost, in proportion to capacity
usage.

48. NOWdigital will work with our service providers to provide best practice advice on
how to promote their presence on DAB. Through our extensive experience of
operating multiplexes for over five years, we have access to a wealth of experience
and practical examples of what is effective when raising the awareness of digital
broadcasting. The advice might cover issues like how to include DAB information on
station marketing materials, how to communicate DAB to clients and agencies,
effective programming techniques for talking about DAB on-air, and ideas for events
designed to encourage sampling of DAB by listeners.

Ongoing operation of the service

49. Providing high-level customer service is a key tenet of NOWdigital's operations and it
works to support service providers across any technical, operational or marketing
issues.

50. NOWdigital has a strong relationship with the transmission contractor, NGW, in the
operation of the multiplex network. Whilst much of the technical operation is
physically outsourced, it is the role of the multiplex operator to ensure that changes
and any requirements from the service providers can be enacted in a timely and cost-
effective manner.

51. When NOW(digital has applied for local multiplexes in the past it has been felt that the
line-up and operations would be expected to stay fixed for the duration of the licence.
In practice however, many local multiplexes are susceptible to significant changes as
the radio market develops. There have also been many tests of new audio and data
services which require significant project management. It is important that the
multiplex operator is able to manage these tests and changes and be fully responsive
to keep pace with the changing radio marketplace.

52. At launch the Gloucestershire multiplex will be integrated into the standard
NOW(digital operating structure. This will include:
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52.1. Updating service level agreements to outline outage policy for the
Gloucestershire area.

52.2. Providing outages and planned work information to new service providers.

53. Another important aspect of multiplex operation is responding to enquiries from
listeners, new service providers and the execution of new initiatives. This may vary
from an EPG test to a temporary station launch or, more importantly, to the
accommodation of new services as the radio landscape develops in the area. The
continuing development of multiplex and transmission technologies will allow us to be
significantly more flexible in the future, facilitating the adoption of new services as
they arise.

54. NOWdigital uniquely recognises that DAB is a technology that continues to develop.
Our direct involvement with the WorldDMB Technical Committee means that we can
help shape new applications in ways that can benefit our (largely commercial) service
providers, and gives us the opportunity make the necessary changes to our
multiplexing technology in advance. By operating our own multiplexing platform, we
can apply our extensive experience of growing and shaping complex and system-
critical technology in a way that's robust, reliable but still flexible. As we have worked
directly with multiplex suppliers, we have been able to define new interfaces to the
multiplexers that inherently protect the compliance of the transmitted bitstream, but
allow new applications to be designed and deployed very quickly. We will be pleased
to work with our service providers to give them access to these interfaces on agreed
levels of technical capability, in order to foster the rapid development of new
functionality on DAB.

(b) Funding
Launch Peak
Share capital £1,000 £1,000
Inter-company loan stock £26,000 £26,000
Leasing/HP - -
Bank overdraft - -
Grants/donations - -
Total £27,000 £27,000

55. The loan stock will be interest free and funded from GCap’s existing cash resources.
As at March 2007 GCap’s cash resources stood at £6.8m. It also has access to
significant banking facilities.

56. Ofcom has a copy of GCap’s most recent accounts.

57. The loan will be interest free and is expected to be repaid within the first year.

Gloucestershire multiplex Page 19



(c) Financial Projections

The purpose of this question is to allow the applicant to demonstrate its understanding of the market. The forecasts
should be based on reasonable assumptions, which are logically applied and justifiable. The applicant should confirm
in writing to Ofcom that: a), The projections contained in the financial model have been properly and accurately
compiled on the basis of the assumptions listed and explanatory notes accompanying the projections; b) That the
policies adopted follow generally accepted UK accounting standards; c) Such accounting policies have been properly
and consistently applied.

Ofcom may request independent confirmation of the above, in the form of a letter from a firm of authorised UK
accountants, addressed to the board of directors of the applicant. The applicant should provide financial projections
for the pre-operational period and on an annual basis for the subsequent 12-year licence period. The projections
must include: (i) profit and loss accounts; (ii) balance sheets; (iii) cash-flow forecasts and (iv) appropriate supporting
schedules

The forecasts should be supplied on an Excel spreadsheet or similar and guidance notes should be provided. The
applicant must also complete and submit the spreadsheet entitled “Financial Template for DAB Local Radio Multiplex
Licence Applications” located at: http://www.ofcom.org.uk/radio/ifi/rbl/dcr/ using information from its business model.
Guidance notes for completion of the Template can be found in Annex 3 to this Notice. This section must include a
full listing of the underlying assumptions on which the financial projections are based.

The application should detail how revenue figures were derived, distinguishing between: (i) access fees; (ii) fees
based on audience or revenue shares and (iii) other fees (please specify)

Revenue forecasts should also distinguish between digital sound programme services, digital additional services and
television licensable content services. The application should clearly set out the fee structure for each service
provider, and explain the reasons for any differences in fees paid between providers. The response to this question
may be submitted in confidence.

58. NOWdigital can confirm that the projections supplied in the accompanying Excel
spreadsheets have been properly and accurately compiled on the basis of the
assumptions listed and follow accepted accounting standards which have been
properly and consistently applied. The remainder of our response is contained within
the Confidential Financial Appendix.

(d) Audience Projections
Provide the following information:
i) The projected adult (aged 15+) population of the Total Survey Area (TSA) within which it is intended to
measure the audience of the digital sound programme services to be broadcast on this local radio multiplex
service;

59. We have based our calculations on a TSA of 460k (as per the advertised PPA), using
RAJAR results from within the Severn Sound TSA.

ii)  Projections for audience ratings (e.g. weekly reach, average weekly hours of listening) of the digital sound
programme services to be broadcast on this local radio multiplex over at least the first four years of the
service, with detailed demographic breakdowns as appropriate;

60. Figure 2 summarises our audience projections for the proposed digital services. For
analogue simulcasts, the projections represent audiences across both the analogue
and digital platforms.
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Figure 2

Year 1 Year 2 Year 3 Year 4
Severn Sound
Weekly Reach % 25.8 25.5% 25.3% 25.0%
Average Hours 8.4 8.3 8.3 8.1
Total hours 996 974 954 932
Gold
Weekly Reach % 4.3% 4.3% 4.3% 4.3%
Average Hours 10 10 10 10
Total hours 200 200 200 200
Chill
Weekly Reach % 1.2% 2.0% 2.3% 3.2%
Average Hours 2.4 2.8 3.2 3.6
Total hours 13 26 34 52
XFM
Weekly Reach % 1.6% 2.6% 3.6% 4.7%
Average Hours 4.5 5 55 6
Total hours 33 60 92 130
Star
Weekly Reach % 3.0% 2.9% 2.8% 2.7%
Average Hours 12 12 12 12
Total hours 170 165 159 153
Jack
Weekly Reach % 0.9% 2.0% 2.8% 3.2%
Average Hours 4 4.4 4.8 5.2
Total hours 17 40 62 76
Sunshine
Weekly Reach % 1.6% 2.5% 3.3% 3.5%
Average Hours 4.5 5 5.5 6
Total hours 33 58 83 97
‘Easy Listening’
Weekly Reach % 0.9% 2.0% 2.8% 3.5%
Average Hours 4 4 5 5
Total hours 14 37 57 73
UCB
Weekly Reach % 0.3% 0.8% 1.5% 2.3%
Average Hours 4 5 5 6
Total hours 5 17 34 59
Dance
Weekly Reach % 1.2% 2.1% 3.0% 4.0%
Average Hours 4 5 5 5
Total hours 22 48 70 93
Traffic
Weekly Reach % 0.6% 1.5% 2.5% 2.6%
Average Hours 2 2 2 2
Total hours 4 14 23 24
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Figure 3

All Listening Yearl Year2 Year3 Year4d
Population 15+ 000s 460 460 460 460
All hours 000s 9535 9428 9321 9216
Digital hours 000s 2756 3205 3486 3760
Digital hours % 29% 34% 37% 41%
Hours on Gloucestershire mux* 1,517 1,702 1,889 2,034
Gloucestershire hours % of all hours 16% 18% 20% 22%

*Includes all hours for simulcasts on the multiplex

61. Predicting audience figures for existing radio stations, let alone new stations, is
notoriously complex and difficult. We have based our analysis on RAJAR figures from
within the Severn Sound TSA since this more closely matches the proposed
coverage area of the multiplex. Population growth has been set to zero. We have
reviewed the performance of existing stations when making our forecasts, and have
taken into account the audience performance of digital only stations elsewhere in the
UK.

62. We have assumed total listening hours in the area will fall marginally each year.
Although we think the launch of this multiplex and the second national multiplex (and
associated publicity) will provide the variety of services needed to largely maintain
listening habits in the face of new media options faced by listeners, such as additional
internet, TV and mobile services, we have conservatively planned for a small
decrease.

63. Digital share of listening is based on Ofcom’s forecast published in the Future of
Radio, adjusted for known results from RAJAR and downweighted for prudence in the
Gloucestershire area since we think it reasonable to expect take up in the area to be
currently lower than average due to the lack of a local multiplex.

64. We have assumed that listening hours to Severn Sound will fall at around 1.5% per
annum over the first 4 years. This continues recent trends in listening and reflects the
fact that by the time of launch there will be more national stations available. We
expect Gold listening to remain steady, with recent reductions in AM listening hours
offset by increasing digital hours. We have also assumed that Star will achieve lower
reach across the area that it achieves in its own TSA, though average hours are
similar.

65. We have assumed that digital only stations grow modestly from fairly low bases, with
services of broader appeal or with wider brand-awareness growing more quickly.
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Section 51(2)(d): Cater for local tastes and intere  sts

11. Proposed digital sound programme services

66. NOWdigital has allocated capacity to three existing analogue services and is able to
guarantee the provision of two of these — Severn Sound and Gold. Capacity has also
been reserved for UKRD’s Star 107.5 in Cheltenham.

67. NOWdigital has also allocated capacity for eight digital only services and BBC
Gloucestershire.

Severn Sound

Format Contemporary and Chart Music

Description A simulcast of licence AL030. A contemporary and chart music
station for under 40s in the Gloucester and Cheltenham area.

Local Severn Sound broadcasts local programming from 6am to 7pm,
including local news bulletins.

Hours The service will operate for 24 hours a day.

Ratio Music is approximately 90% of output, Speech 10%.

Gold

Format Classic Hits

Description A simulcast of licence AL029, a Classic Hits station targeted at 35-54
year olds in the Gloucester and Cheltenham area.

Local Gold broadcasts local programming from 12noon to 4pm weekdays.
Local news is broadcast in hourly bulletins during daytime.

Hours The service will operate 24 hours a day.

Ratio Not more than 25% speech.

Chill

Format Chill-out

Description A music service called Chill playing music in a chill-out format — a
relaxing, uplifting and varied mix driven by melody and harmony,
chosen for its ability to reflect and create a mood rather than for its
chart success.

Local The service will not be localised.

Hours The service will operate 24 hours a day.

Ratio Music will be approximately 100%

XFM

Format Modern Rock

Description XFM — a service similar to XFM London (licence number AL196-1)
featuring innovative, modern rock with attitude alongside news and
information which will be relevant to the core 15-34 audience.

Local The service will include some local information, including news and
gig guides for the Gloucestershire area.

Hours The service will operate 24 hours a day.

Ratio Music will be approximately 85% and Speech 15%.
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Star 107.5
Format
Description

Local

Hours
Ratio

Adult contemporary

A music and local information station aimed at adults in the
Cheltenham area.

The service will include hourly local news bulletins during peaktime
as well as local features such as travel, sport and what'’s on.

The service will operate 24 hours a day.

At least 20% speech in daytime.

JACK fm - Gloucestershire

Format
Description

Local

Hours
Ratio

Sunshine
Format
Description

Local
Hours
Ratio

Confidential
Format
Description
Local

Hours

Ratio

ucCB
Format
Description

Local
Hours
Ratio

Variety pop and rock

A service similar to Oxfordshire’s JACK fm; the first JACK fm service
in the UK, which launched on October 18. A music intensive station
of particular appeal to 35 to 54 year old adults, with news and
information relevant to the target audience. Music will be broad
based and mainstream spanning more than four decades.

The service will include some local information and regional news
relevant to Gloucestershire.

The service will operate 18 hours a day.

95% Music and 5% Speech.

Classic Pop Hits

A simulcast of Sunshine 954/1530 (AL060), a Classic Pop Hit led
service targeted primarily at over 40s. Speech includes news and
information relevant to its target audience.

Local and national news is featured alongside local information.

The service will operate 24 hours a day.

Minimum 85% music and 10% speech

Easy Listening

A service playing a broad range of easy listening music.
The service will not be localised

The service will operate 24 hours a day

95% music and 5% speech

Religious

A service playing contemporary Christian music and classic
favourites, together with spoken features including news, Christian
teaching and short features offering a Christian perspective on
today's lifestyle.

There are no plans to introduce local content for this service.

The service will operate 24 hours a day.

Music will be approximately 65% of the service and Speech 35%.
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68.

69.

70.

71.

Service

Severn Sound
Contemporary

and Chart
Music

Gold

Classic Hits

Confidential

Format Dance

Description A digital-only service, featuring a mix of classic and contemporary
dance and rhythmic music.

Local This service will not be localised.

Hours The service will operate 24 hours a day.

Ratio Music will be a minimum of 95% of the service.
Traffic Radio

Format Local Traffic and Travel

Description Continuous traffic and travel service provided by the Highways
Agency with information collated from a variety of sources including
the National Traffic Control Centre and TrafficLink.

Local The Gloucestershire service will cover all motorway and key national
trunk roads and will feature live updates on the local road network,
including the M5 which runs through the middle of the PPA, from
Traffic Radio’s Midlands feed.

Hours The service will operate 24 hours a day.

Ratio The service will be Speech only.

If all eleven services plus the BBC, EPG, DAB Podcasting and Traffic Data Services
launch as expected, there would be no spare capacity on the multiplex.

Station profiles are based predominantly on weekly listeners to each station in the
latest wave of RAJAR available at the time of writing.

Additional figures have also been included from research carried out in Hertfordshire,
Bedfordshire and Buckinghamshire (HBB) and Derby. Results from this research
were nearly identical and we feel confident that this pattern is similar in the proposed
transmission area covering Gloucestershire.

Responses based on large ILR stations in each of these regions are used below to
supplement RAJAR analysis on Severn Sound. Responses about Modern Rock from
recent studies carried out by NOWdigital in HBB and Derbyshire areas have been
used to supplement information on XFM in this region and responses about Christian
to supplement information on UCB UK.

Target audience Local tastes and interests

Over a quarter of adults in Gloucestershire listen
to Severn Sound each week making it the
commercial leader in its TSA. It has particular
appeal to female listeners, who make up 59% of
all listening. Around 65% of listening is made by
25-54 year olds, and the audience has a C2DE
bias, representing 64% of hours, against 47% in
the whole TSA.

Gold has a slight male bias, representing 52% of
hours listened against 51% in the TSA overall. It
has an older bias with 66% of listening made by
those over 45. The audience also has a strong
C2DE bias, representing 63% of hours against

The popularity of Severn Sound is demonstrated by
its Rajar performance — it has a 41% share of
commercial hours. This strong relationship with the
local audience will be important for promoting digital
switchover.

Our listener survey should that 93% of Severn Sound
listeners would like to see it on DAB.

Gold tries to meet the tastes and interests of the over
45s. It broadcasts a four hour local programme each
weekday between 3pm and 7pm. Enhanced audio
quality will allow more listeners to enjoy this service.
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Chill

Chill out

XFM

Modern Rock

Star 107.5

Adult
Contemporary

JACK fm

Variety
and Rock

Pop

Sunshine

Classic
Hits

Pop

Confidential

Easy Listening

UCB UK

Christian

Confidential

Dance

Traffic Radio

Traffic & Travel

47% in the whole TSA.

Chill's existing digital services appeal to listeners
under 45 and have an ABC1 appeal. AlImost 75%
of listeners are under 45, and the same number
are ABC1. The service appeals to both men and
women.

XFM appeals to younger listeners. Nearly 80% of
listening to the London service comes from the
under 35s, with strong representation amongst
15-24s in both gender groups. It has a strong
ABC1 bias with 80% of listening from this socio-
demographic.

Star has a slight female bias, representing 56%
of listeners. Its core listening is in the 35-44 age
bracket, with 64% of listening in this age range. It
also has a C2DE bias with 65% of listeners
belonging to this sociodemographic group in its
own TSA.

Jack fm - Gloucestershire will appeal to adults
aged 35 to 54, with a male 40 something as its
core target listener. The service is anticipated to
have a slightly higher proportion of ABC1s based
on our research for the HBB multiplex.

Sunshine’s unique mixture of music across the
last five decades will have wide appeal, skewed
to an older demographic. It is expected to drive
listening in the over 35 age group.

The service is likely to have broad appeal,
though with a focus on an older audience.
Existing Easy Listening stations, such as Magic
FM, tend to appeal to all age groups, but have a
female bias.

In the survey carried out for the Derbyshire
application we found the Christian concept has
niche appeal with 7% of people interested in it
(rating it seven or more out of ten). The same
survey found that such a service would
particularly appeal to an older audience, more
specifically those of both sexes aged over 55,
and to a more ABC1 demographic.

The service is expected to attract a similar
demographic to the Kiss and Galaxy networks.
Around 75% of listening to these networks is
made by the under 35s with a slight female bias

The service will have broad appeal, to both
individuals and businesses. It will benefit those
who travel regularly in the area, especially using
the M5 which runs through the area.

Gloucestershire is home to the Big Chill Festival
which takes place every Summer. Chill has an
existing relationship with organisers of the Festival,
with organiser Pete Lawrence producing a mix for
Chill and Chill helping out with the Big Chill Radio on-
site RSL. We will explore opportunities to work
together such as DAB RSLs and festival podcasting.
The availability of XFM in this area will appeal to
younger listeners. Consistent with other regions, this
target age group is listening less to radio in the area
(see paragraph 103). XFM will be the only station on
the multiplex providing Modern Rock and this will
cater for rock fans in the area.

Star is the third most popular commercial station in its
TSA. It has an editorial focus on Cheltenham and
broadcasts local features such as community affairs,
travel news, sport and what's-ons. Local news is
broadcast hourly in peaktimes.

Jack will appeal to those who want to hear a broader
mix of pop rock music on their radio station. Jack will
also include some local information and regional
news relevant to Gloucestershire.

Sunshine’s main editorial focus is on the Hereford
and Worcester area (which overlaps by around 5%
with Gloucestershire) but the station will also appeal
to neighbouring Gloucestershire, perhaps to listeners
who travel through the area. As an AM station,
Sunshine is expected to benefit from digital
broadcasting in terms of enhanced audiences.

This service will provide more choice to older
listeners and attract listeners to DAB. Alongside Chill,
it provides an additional option to those seeking a
relaxing mix of music.

A Christian station will appeal to listeners who want to
hear programmes with religious themes and would
like a station with a heavier speech to music ratio.
The service will also provide added commercial radio
competition to the BBC and attract new listeners to
DAB Digital Radio. The station is non-commercial.

This service will be a welcome addition to the area,
providing more choice to the under 35s, whose
listening to commercial radio continues to fall. In our
survey 63% of Severn Sound listeners were
interested in such a service. This figure increased to
nearly 70% for those under 35.

Traffic Radio will provide a 24 hour traffic and travel
service for the area. This will provide an alternative
to the existing traffic and travel provision which tends
to be periodic rather than ‘always on’. The service
could encourage take up and listening to DAB in cars.
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Service Agreement  Programme provider  DSPS licence

Severn Sound Yes GCap Media plc Yes
Gold Yes GCap Media plc Yes
Chill Yes GCap Media plc Yes
XFM Yes GCap Media plc Yes
Star 107.5 No UKRD Yes
JACK fm — Gloucestershire Yes ARI No
Sunshine Yes Laser Broadcasting No
‘Easy Listening’ Yes Confidential Yes
uCB Yes ucB Yes
‘Dance’ Yes Confidential Yes
Traffic Yes Highways Agency Yes
BBC Gloucestershire n/a BBC n/a

72. At launch NOWdigital will look to enhance its services by broadcasting the following
data applications:

Electronic Programme Guide (an ancillary service)

73. NOWdigital will broadcast an Electronic Programme Guide (conforming to ETSI
Standards TS 102 371/ TS 102 818). The EPG is the basis through which listeners
will discover existing and new radio services and new radio programmes, allowing
them to explore the variety of services on DAB. The EPG will also provide a simple
way to set reminders for particular programmes, or enable the time-shifting of
programmes to be listened to at another time or on another device (similar to
"podcasting").

74. The operation of this EPG will be contracted to a third party supplier with significant
experience of DAB Digital Radio data services. All service providers will be
encouraged to produce seven-day schedule information, and the EPG provider will
provide appropriate interfaces to make schedule provision efficient for all its service
providers.

75. NOWdigital, through its membership of the WorldDMB forum, has significant technical
expertise and influence on the EPG Specification, and works closely with receiver
manufacturers to ensure appropriate implementations of the EPG interface on
receivers. The EPG will be transmitted in a dedicated packet data channel.

Dynamic Label Segment (an ancillary service)

76. NOWdigital will encourage all its service providers to produce a relevant DLS Text
service to accompany their audio programming. DLS is one of the key points of
difference between analogue radio and DAB, and is the only universally supported
programme associated data service. NOWdigital has closely followed the
development of enhancements to DLS, and would support any service provider who
wanted to provide an enhanced service DLS.

77. Significant research exists to show that radio listeners value and use this
accompanying information, and it has recently begun to evolve into a commercial
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opportunity as advertisers realise the value of an additional communications channel
on DAB Digital Radio. The RAB 2006 publication of “multiplatform radio” revealed that
42% of DAB listeners had used web addresses or phone numbers seen on the DLS.
DLS may be generated directly by a Service Provider, or through a third-party
supplier of DLS services. DLS is transmitted in the X-PAD component of the audio
service.

Slideshow (an ancillary service)

78. Slideshow allows broadcasters to add colour visuals to their programmes.
NOW(digital, and its parent company GCap Media, have championed the introduction
of Slideshow into the UK, and are leading a project within the WorldDMB Technical
Committee to reinvigorate the standard in the light of findings from the London
Slideshow trials. The introduction of Slideshow has stimulated receiver manufacturers
to include DAB Digital Radio with Slideshow into attractive MP3 devices, allowing
broadcasters to exploit the high quality colour displays on the units. Slideshow is in
regular use in many DAB territories, including Switzerland, Norway, Sweden,
Germany, ltaly, Spain and Singapore. Australia is making Slideshow the centre of its
forthcoming launch of DAB+ during 2008.

79. We will encourage any service provider who wishes to create Slideshow content, and
provide the necessary interfaces and tools for them to do so. The method of
transmission of Slideshow is usually as an X-PAD service, and we would expect to
confer between the service provider and OFCOM when coming to a decision about
allocation of bitrate for X-PAD.

DAB Podcasting

80. We have always recognised the ability of DAB Digital Radio to transmit not just real-
time audio programming, but also audio programming delivered as files. As early as
2002, GWR Bristol (a NOWdigital service provider) was including MP3 files of
interviews as part of its interactive coverage of the Bristol Free Music Concert, which
was delivered using MOT Broadcast Website. Whilst service providers have been
capable of transmitting such content over the air, no receivers have existed to access
it, and no formal standard is in place to define the intended behaviour of a receiver.

81. NOWdigital has noted the commitment of Channel 4 Digital to provide audio content
as a data service on the second national multiplex, downloading programming as
audio files to be listened to on-demand. Whilst much remains to be formalised in this
arrangement, we fully recognise the potential and are collaborating alongside other
multiplex operators and service providers in a project to define and implement this
functionality. We expect that our practical experience of having trialled such a service
will allow us to make a genuinely informed contribution to this discussion. We see a
potential for podcasts to develop in the area, for example by working alongside the
Big Chill Festival, or local newspapers.

DAB+

82. We also recognise the opportunity to include audio content encoded using HE AAC
v2 ("AAC+") on such a service, to validate the inclusion of the HE AAC v2 technology
on receivers ahead of any implementation of DAB+ within the UK. We have already
carried out trials (during 2005) of downloaded content using a number of different
coding systems such as MP3, Windows Media v9 and AAC+, and have concluded
that AAC+ provides the best efficiency. Our ongoing discussion with device
manufacturers also exposes that AAC+ is a widely accepted format on all forms of
portable device, including mobile telephones.

83. NOWdigital will continue to be closely involved with standardisation of this
functionality, and will provide a suitable opportunity for service providers (both
existing and new) to provide file based audio programming as and when it is
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standardised. We expect that this will allow us to welcome a wider range of service
providers, beyond traditional radio operators, thus further broadening the choice
available from our multiplex.

Development

84. As noted earlier, NOW(digital recognises DAB Digital Radio to be a dynamic,
developing technology, and we are the only UK Commercial Broadcaster (through our
parent company GCap Media plc) to engage with that development through our
membership of the WorldDMB Forum, and active contribution to the WorldDMB
Technical Committee that creates the new standards. Our current and previous
contributions have included the revision of the Slideshow specification, addition of
contemporary error correction techniques (FEC) to X-PAD, collaboration on the
development of enhanced DLS standards, and on the definition and enhancement of
the transfer and caching of files from the broadcaster to the receiver. NOW(digital has
supported extensive testing of innovative data applications on the Bristol multiplex, in
conjunction with the Creative Technology team of GCap Media plc (who are based in
Bristol), and will always support any service provider who wishes to innovate with
DAB technology. The commitment of NOW(digital to innovation has seen the UK's first
split FM-DAB programming (both regular, and around special events), a
comprehensive in-home trial of new data services over DAB (in conjunction with
Hewlett-Packard, Panasonic and the University of Bristol), and trials of DABverts -
text commercials delivered over DAB.

85. There are no plans to broadcast any encrypted services on the multiplex.

12. Digital additional services and television lice nsable content services

Traffic and Travel Information  (an additional service)

86. DAB Digital Radio was designed to provide robust mobile reception of broadcast
audio and data services. This multiplex will support automotive applications in a
number of ways; by broadcasting a dedicated audio traffic and travel service, by
supporting service linking for mobile receivers, and by transmitting traffic and travel
information in an appropriate format.

87. The recent explosion in the use of in-car satellite navigation devices, both line fit and
after market, has allowed the issue of TTI to enter the mainstream. There is
considerable value in being able to integrate a real-time feed of travel information into
these devices, allowing to warn drivers of problems on the road network and
potentially to replan routes automatically to avoid those problems. A number of
different formats exist for the transmission of this data, and it is the intention of
NOW(digital to select a service provider who is able to demonstrate significant support
from the automotive industry for their particular implementation. At the time of writing,
it seems likely that TPEG will be the relevant format, as it provides for a more detailed
definition of incidents than TMC.

88. It is also possible to provide information beyond road traffic incidents. NOW(digital
would encourage a service provider to explore provision of public transport
information, point of interest information, and other dynamic geo-location information
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to provide a rich service that would be applicable to the citizens of Gloucestershire,
both in and out of the car.

89. There are no plans to broadcast any television licensable content services on this

multiplex. As a multiplex operator we are happy to accommodate these types of
services if there is capacity to broadcast them.
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Section 51(2)(d): Broadening of local commercial DA B choice

13. Broadening of choice

90. Ofcom’s PPA overlap data shows the Gloucestershire multiplex sharing an overlap of
around 8% with the Swindon multiplex and smaller overlaps (<5%) with multiplexes in
Bristol and Bath and South Wales/Severn Estuary. This is shown in Figure 4.

Figure 4

91. NOWdigital wants to maximise coverage amongst the population who cannot
currently receive any multiplex and to target the areas where most current listening
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takes place. Most listening in Gloucestershire occurs in areas which do not currently
receive DAB reception. To this extent we consider the Gloucester multiplex to be the
only local multiplex available in the area covered, and will therefore detail the breadth
of programming delivered by the range of digital sound programme services to be
provided on the multiplex.

92. NOWdigital believes that its multiplex will deliver an appropriate breadth of
programming and offers services which provide a genuine increase in choice. In
addition to providing three existing ILRs, the multiplex line up will also feature
nationally branded services, digital extensions of analogue brands from neighbouring
regions and new digital services. Figure 5 shows where we expect the proposed
services to sit in the product space (omitting the niche service Traffic Radio). The
proposed services will deliver a wide range of programming.

Figure 5
80% -

70% -
Star

60% - @ XAV

Jack

% Male

. Gold @ UCB
50% - @ Chill e @ All commercial

() Sunshine  BBC Gloucester radio
@ Dance . Easy % Male = 46%
40% - Severn Sound

All commercial radio Average Age =45
30% T T T T T T T 1
25 30 35 40 45 50 55 60 65

Average Age

Note: Bubble size equates to audience reach for existing services, in red. New services are shown in blue.

93. NOWdigital is able to guarantee the provision of incumbent ILR stations Severn
Sound and Gold Cheltenham & Gloucester. In order to help migrate listeners to DAB
we believe it is important to have the most popular ILR stations on local multiplexes.
We are also able to provide the popular XFM and Chill services which we believe will
perform well in the Gloucestershire market.

94. NOWdigital is bringing eight new digital services to the area — XFM, Chill, JACK fm,
Sunshine, Easy Listening, Dance, UCB, and Traffic Radio. We provide more detail on
how these non-BBC services will broaden choice below.
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Severn Sound

Gold

Chill

XFM

Star 107.5

JACK fm

Sunshine

‘Easy Listening

ucCB

‘Dance’

Traffic

Broadening of Choice

Severn Sound is a contemporary hit radio service and is the most popular local
commercial radio station in the area. Severn Sound broadcasts locally during
weekday daytime and peaktime at weekends. It plays a music mix that is
predominantly new and covers all popular genres of music. It will be the only
chart-based, contemporary service on the multiplex and the music will therefore
be distinct from that on other services. It will continue to provide local news and
information across the county, and this editorial focus will ensure it continues to
provide an important local service.

Gold plays classic hits from the 60s through to the 90s and provides local
programming between 12noon and 4pm weekdays. Broadcasting on DAB will
increase its appeal for a new range of listeners who have yet to enjoy its mix of
music, personalities and local information. Its specific local programming
provides a further point of difference against other services

Chill is a unique digital radio station broadcasting a mixture of acoustic and
ambient music. It will bring a unique sound to the area and significantly enhance
listener choice.

XFM broadcasts a mix of Modern Rock, live performances, gig and artist
information and is well known throughout the UK. The station is music focused
and is expected to reach a generally younger demographic right across the
multiplex area. It will broaden choice for listeners under 35 by providing a
different music focus than chart-based Severn Sound.

Star plays a mix of Adult Contemporary, mature AC, and classic pop hits from
the 60s to today. Star will be the only local service offering news and information
for the Cheltenham area and broadens choice in this respect. Its broadcast area
will be materially expanded through inclusion on the multiplex, offering increased
choice for those listeners attracted to Adult Contemporary and Classic Hits
formats in other areas of the PPA.

Jack will be a new type of radio station combining broad musical genres with an
irreverent style. It will be music intensive and appeal to 35-54 year olds. The
broadness of musical genres, targeting of 35-54 year olds and presentation style
will deliver additional choice for demographics presently listening to Adult
Contemporary and Classic Hits formats.

Sunshine is a Classic Pop Hits service, targeting the over 40s. It is editorially
focused on the Hereford and Worcestershire area, which shares some overlap
with the Gloucestershire PPA. This service will provide additional choice to
listeners in the area who are attracted to Classic Hits type formats. Its focus on
neighbouring Hereford and Worcester will ensure an editorial point of difference.
The softer, lighter and easy to listen to sound of this service will complement the
more up-tempo styles of male-orientated XFM and Jack fm. The choice of music
will appeal to female listeners.

UCB is a unique service targeting the Christian community with contemporary
Christian music and classic favourites alongside news, current affairs, teaching
and a positive perspective on today’s lifestyle. The station will provide a new
niche service for the area and cater for the many listeners who would like a
Christian perspective on the radio and enjoy a more speech-led radio
experience. There will be very little overlap between music played by UCB and
other services on the multiplex.

The service will be musically distinct from other proposed services and will
broadcast a mix of dance, urban and R'n’B music. In doing so, it will
complement XFM’s modern rock service by providing an additional but totally
distinct listening choice target at under 35s in the area.

Traffic radio will provide regular and up to date traffic and travel information and
will be a totally new speech and information based station. It will be distinct from
other services on the multiplex and from any other travel service available in the
area. While some of these services may provide traffic and travel bulletins,
Traffic Radio will provide traffic information 24/7.
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Section 51(2)(f): Local demand or support

14. Audience requirements

95. As the UK’s largest radio group, GCap undertakes a significant amount of research
into both consumer attitudes towards radio and people’s musical
interests/preferences both regionally and locally. Bespoke studies undertaken for
multiplex licences in HBB and Derbyshire showed very little variance in terms of
satisfaction with existing services and functionality of radios. NOWdigital has not
therefore conducted any bespoke audience research for this application and has
been able to apply our understanding from other research carried out on demand for,
and potential of, digital radio to this region. NOW(digital has however carried out two
listener surveys in the Gloucestershire area to gauge local opinion on possible digital
radio launches in the area, and to allow listeners to give their support to the
application. The results of these surveys are included in our response to Question 15.
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RAJAR

HBB Local
Multiplex
Application
Research

Derby Local
Multiplex
Application
Research

Key Objectives

- To provide the basis

for audience, station
and multiplex forecasts

- To understand

listeners’ current
perceptions of radio in
the local area and the
demand for a range of

new and  existing
stations

- To understand
listeners’ current

perceptions of radio in
the local area and the
demand for a range of
new and existing
stations

Specific Questions
Establish recent audience
trends to enable future
projections

Levels of satisfaction with
current analogue offerings
in the region including
suitability for inclusion on
the multiplex

Preferred content for new
digital stations

Interest in new format
concepts in the area

Likely cannibalisation of
existing stations

Key stations driving
attracting new listeners

Levels of satisfaction with
current analogue offerings
in the region including
suitability for inclusion on
the multiplex

Preferred content for new
digital stations

Interest in new format
concepts in the area

Likely cannibalisation of
existing stations

Key stations driving
attracting new listeners

How Conducted

Analysis of RAJAR
data using in-house
system

Online survey
conducted by online
research  specialists
Aurora Market
Research.

Respondents were
chosen at random
from pre-recruited

major online market
research panels and
invited via email to the
online survey

Online survey
conducted by online
research  specialists
Aurora Market
Research.

Respondents were
chosen at random
from pre-recruited

major online market
research panels and
invited via email to the
online survey

Size and Composition
PPA comprised of Severn Sound. Quarterly
data between W1:2000 and W4:2006 were
averaged to establish average yearly figures —
unless otherwise specified

- 839 adults16+
- Quotas on sample used to reflect demographic

profile of the TSA

- Final set of respondents weighted to ensure an

exact match (see Appendix 1).

- Three different established panels used in order

to gain as representative a sample of the
population of the TSA as possible by eliminating
any sample bias that may occur across the
panels.

All panels used comply to Esomar's* “25
questions” guidelines for panel survey research.
* ESOMAR is the world organisation for
enabling better research into markets,
consumers and societies:
http://www.esomar.org/

- 836 adults16+
- Quotas on sample used to reflect demographic

profile of the TSA

- Final set of respondents weighted to ensure an

exact match (see Appendix 1).

- Three different established panels used in order

to gain as representative a sample of the
population of the TSA as possible by eliminating
any sample bias that may occur across the
panels.

All panels used comply to Esomar's* “25
questions” guidelines for panel survey research.
* ESOMAR is the world organisation for
enabling better research into markets,
consumers and societies:
http://www.esomar.org/

When
June, 2007

Fieldwork
conducted
between 1st
and the 8th of
February
2007.

Fieldwork
conducted
between 19"
February and
4™ and March
2007.
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National
Music and
Attitude

Study

National
Digital Study

Severn
Sound and
XFM listener
survey

Key Objectives
- To understand and

measure the UK

population’s music
tastes and general
attitudes

- To understand
listeners’ current

perceptions of radio
(both analogue and
digital) in the UK and
the demand for a range
of new and existing
stations

- To understand current

Severn Sound and
XFM listeners’ interest
in potential DAB
services

Specific Questions
Interest in different genres
of music
Attitudes to media
Interest in
developments

digital

Levels of satisfaction with
current analogue offerings
Preferred content for new
digital stations
Interest in  new
concepts in the area
Likely cannibalisation of
existing stations

Key stations driving
attracting new listeners

format

Desire for Severn Sound,
XFM, Chill, Gold and other
services on DAB

Would Services promote
DAB purchase

How Conducted

Online survey
conducted by online
research  specialists
Aurora Market
Research.

Respondents were
chosen at random
from pre-recruited

major online market
research panel and
invited via email to the
online survey

Online survey
conducted by online
research  specialists
Aurora Market
Research.

Respondents were
chosen at random
from pre-recruited

major online market
research panels and
invited via email to the
online survey

Online survey sent to
members of the
Severn Sound and
XFM VIP club.
Survey designed and
administered by in-
house research team

- Panel used

- Panels used

Size and Composition
- 918 nationally representative sample of UK

population 16-59 years old

- Additional 200 over-sample of London area
- Quotas on sample used to reflect demographic

profile of the UK

- Final set of respondents weighted to ensure an

exact match

complies to Esomar's* “25
questions” guidelines for panel survey research.
* ESOMAR is the world organisation for
enabling better research into markets,
consumers and societies:
http://www.esomar.org/

- 3,202 nationally representative sample of UK

population 16 years and older

- Additional 206 over-sample of Asians
- Quotas on sample used to reflect demographic

profile of the UK

- Final set of respondents weighted to ensure an

exact match

comply to Esomars* “25
questions” guidelines for panel survey research.
* ESOMAR is the world organisation for
enabling better research into markets,
consumers and societies:
http://www.esomar.org/

- 478 responses

When

Fieldwork
conducted
between 4"
and 18"
August 2006

Fieldwork
conducted
between 5"
and 20"
February 2007

Survey
conducted
between 26
September
and 3 October
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Overview

96. In providing our line up for the Gloucestershire multiplex we have aimed to make
available a wide range of radio services that are both of high quality and calculated to
appeal to a variety of tastes and interests.

97. Where appropriate we have drawn on information gathered from the HBB research
conducted earlier this year as this area is demographically very similar to
Gloucestershire and in close proximity geographically.

98. In previous research, NOW(digital has identified consistency in the appeal of various
musical styles across different UK regions with many of the same music styles
appealing to over 60% of the population in all of the regions tested. (Full statistics are
shown in ‘Confidential Appendix — Music Styles’). This level of consistency gives us
confidence that listeners in Gloucestershire have similar musical tastes to other parts
of the country, and that the formats we have proposed are therefore likely to have a
broad appeal.

99. Drawing on data from HBB, Figure 6 shows a marked difference in satisfaction levels
of under 35’'s compared with the older age groups. Under 35’s have the highest mean
agreement ratings for the following statements:

99.1. “I would listen to the radio more if they played the music I'm interested in”
scoring 2.7 for under 35s compared with 2.1 for 35-54's

99.2. “No radio station in my area currently meets my needs” at 1.4 for under 35s
compared with 1.0 for 35-54's; and,

99.3. “I find myself listening to less and less radio” at 2.0 compared with 1.5 for
those over 35.

Figure 6
Agreement with
Attitudes to Radio statseggtrag;s(l_l\él’)e an

16-34 35-54 55+
| would listen to the radio more if they played the music I'm interested in 2.7 2.1 1.7
Radio stations are my main way of finding out about new music 2.5 25 2.0
I am happy with the range of radio stations available in my area. 2.5 2.9 2.9
| want to listen to radio stations that surprise me with music | don't expect 2.3 2.1 15
| find myself listening to less and less radio 2.0 15 15
I can never find the type of music that interests me on the radio 1.6 1.2 1.2
No radio station in my area currently meets my needs 1.4 1.0 1.1
I can only access the music | want on the radio through DAB services 1.2 1.0 0.9
I can only access the music | want on the radio through the internet services 1.1 0.9 0.7
| prefer radio stations with more talking than music 1.1 1.5 2.0

Source: Local Multiplex Study for HBB

100. We also see from Figure 7 that average hours for this group are far below older age
groups.

101. NOWdigital believes that the provision of services focused on younger listeners, such
as XFM, Chill and our Dance service, will help renew interest in radio amongst this

group.
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Figure 7

All Radio Average Hours 2007 Q2 15-34
Adults 15-34 19.4 -

Adults 35-54 24.2 +25%
Adults 55+ 26.3 +36%

Source:RAJAR - Severn Sound TSA - Yearly Average

Compared to

102.

103.

104.

The sections below set out findings from studies from other regions and from analysis
carried out on historical RAJAR ratings for the area. The most recent RAJAR W2:07
data provided additional information for the first time on platform listening habits of
the local population which we have incorporated below.

As a result of this analysis we have identified the following audience trends:

103.1. The under 35s is a demographic that is increasingly dissatisfied with
existing radio services and is listening less to commercial radio in
Gloucestershire as a result.

103.2.  The over 35s, with the exception of 55-64s, is a demographic that is
listening more to commercial radio in Gloucestershire and listening to
DAB longer than other demographics. This indicates an existing
interest in the platform and the potential for positive uptake when
further choice is available.

NOW(digital feels that the inclusion of services such as XFM, Chill and Dance in its
line up will help attract younger listeners away from the BBC and back to commercial
radio. We also believe the multiplex line up will provide older listeners, who are
listening more to both commercial radio and DAB, with enhanced -choice,
encouraging greater listening and DAB take up.

Gloucestershire Audience Profile

105.

106.

107.

The Gloucestershire population mirrors the UK in terms of socio-demographic split,
with 53% of adults being ABC1 and 47% C2DE. Although it generally shadows the
national population, it has a slightly older profile then the UK overall, with 71% of the
population being over the age of 35 compared with 69% nationally, and 36% of its
population being over 55 compared to 34% nationally.

It terms of radio listening, average hours per week for Adults 15+ exceeds the
national average at 23.9 compared with 23.4 nationally. Reach is also higher at 92%
compared to 90% nationally. The BBC dominates listening in the area, with a 74%
market share against 56% nationally. BBC Radio 2 and 4 in particular command a
much higher audience than they do nationally.

Figure 8 shows the changes in total audience hours over the last two years in
Gloucestershire compared to the UK. In Gloucestershire, total hours listened to
commercial radio has risen by 1%, in line with overall population increase. This has
been driven by increased listening in the groups over 35, with listening falling
amongst the younger age groups.
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Figure 8: Changes in Population and Total Hours list ~ ened 2005 vs 2007; Market Share 2007

Population Commercial BBC change in Commercial market = Commercial change

change change in hours hours share 2007 in market share*

Gloucs UK Gloucs UK Gloucs UK Gloucs UK Gloucs UK

15+ 2% 2% 1% (2%) 15% 1% 26% 44% (3%) (1%)
15-24 6% 4% (39%) (5%) 11% 6% 34% 62% (14%) (3%)
25-34 2% (1%) (20%) (11%) 23% 3% 31% 52% (10%) (3%)
35-44 12% 0% 69% (1%) 17% 3% 36% 53% 8% (1%)
45-54 13% 3% 8% 3% 37% (4%) 26% 46% (5%) 2%
55-64 8% 3% (16%) 3% 24% 0% 16% 33% (6%) 1%
65+ (16%) 2% 15% 5% (4%) 0% 18% 26% 3% 1%

Source: RAJAR, Severn Sound TSA, yearly averages to Quarter two, *percentage points change

108. BBC listening has also seen very strong growth amongst all age groups, with the
exception of a small decline in the over 65s.

109. The net result of these movements in hours is that Commercial Radio has seen its
market share fall three percentage points overall, with the largest falls coming from
the under 35s, although share has also fallen dramatically amongst the 55-64 age

group.

110. The simultaneous reduction in commercial hours and increase in BBC hours can be
seen at the individual service level in Figure 9, which shows listening hours
experienced by local services in Gloucestershire over the last three years:

Figure 9: Performance of local services

Service 2005 2006 2007 Change in hours

Severn sound Hours 953 1,093 883 (7%)
Market share 13% 13% 11%

Gold Hours 280 213 154 (45%)
Market share 4% 3% 2%

Star Hours 130 122 131 1%
Market share 5% 4% 4%
Hours 797 1,055 1,158 45%

ZEC CRumsEEiE Market share 9% 10% 11%

Source: RAJAR, Station TSAs, yearly averages to Quarter two

111. Severn Sound has lost 7% of its hours since 2005, seeing its market share fall by two
percentage points. Star has seen its listening hold steady in its own TSA, albeit from
a smaller listener base. BBC Gloucestershire saw a large rise in listening in 2006 (up
32%) which has continued into 2007 (up 10%).

112. Commercial radio’s market share in Gloucester now lags behind the UK in every age
category. This is partly due to the relatively few commercial services available in the
area and reveals a potential opportunity for new commercial services targeting
complementary niches launching on this multiplex.

113. In putting together its service line-up, NOWDigital has sought to include services
designed to provide additional competition for the BBC across the age demographics.
This includes XFM and Dance to target current Radio 1 listeners and Sunshine, Jack
and Easy Listening to target older BBC listeners.

Platform Consumption

114. Figure 10 shows that DAB share of listening is higher in Gloucestershire than in the
UK for both commercial and BBC radio. The Gloucestershire multiplex will therefore
be launching into an area of relatively high DAB listening.
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Figure 10: Listening by platform
DAB DTV  Internet Digital Not  Analogue

specified
Commercial
- Gloucester 7.7% 2.9% 4.0% 2.5% 83.0%
- UK 6.3% 3.3% 1.5% 2.8% 86.0%
BBC
- Gloucester 8.7% 3.0% 1.2% 1.1% 86.0%
- UK 7.8% 1.9% 1.4% 0.9% 88.0%

Source: Severn Sound and UK TSAs, W2, 2007

115. While the numbers within age groups who have listened to DAB in the last week do
not vary greatly by age, people in the older demographics listen for a lot longer than
younger demographics as seen in Figure 11

Figure 11
Platform Consumption by Age - Severn Sound
15-24  25-44 45+
Percent who have listened via DAB in past week 28% 26% 23%

Average Hours Listened on DAB per DAB listener 3.0 9.3 135
Source: Rajar W2 2007, Severn Sound TSA

116. Male listeners also tend to listen to DAB more then female listeners. Of all
commercial listening in Gloucestershire, 10.6% of male listening and 5% of female
listening is to DAB. Also, men listen for 11.5 hours on average, women for 6.9 hours.

117. DAB listening figures in Gloucestershire give NOWdigital confidence that its services
will be well received. We felt it was particularly important, given the age profile of
existing listening, that the multiplex provides choice for older listeners, and in
particular services which have particular appeal towards men. We feel the provision
of Jack, Sunshine, Easy Listening and UCB will achieve this.

Inclusion of existing ILRs — Severn Sound, Gold and Star 107.5

118. NOWdigital can guarantee the inclusion of Gloucestershire’s most established
commercial services, Severn Sound and Gold. This will satisfy listener demand for
the continuance of local services on digital. Figure 12 demonstrates the appetite from
listeners for existing ILR services to be brought onto a digital platform in local areas.
Within other local multiplex areas surveyed, a significant amount of support was
observed for inclusion of local analogue services on new digital platforms. Please see
our response to Question 15 for further evidence of local appetite for existing services
in digital quality in the Gloucestershire area. We have also reserved capacity for
Cheltenham-based Star 107.5.
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Figure 12

BBC Local

Large ILR

Classic Gold

Smaller ILR

Support for Existing Services on Digital

25%

%

0% 5%

10% 15% 20% 25% 30%

% of Population

Source: Local Multiplex Studies for Derbyshire and for HBB

119.

While NOWdigital will include existing commercial radio services on the multiplex to

satisfy demand for these services to be on digital, their inclusion will also be relevant
to the audience observations made previously:

listening more to
commercial radio

Under 35s are | Providing Severn will ensure listening by this demographic
listening to | migrates to DAB. Severn Sound represents 18% of listening
commercial radio | by under 35s in Gloucestershire.

less

Over 35s are | Gold has a particular appeal to older age groups and will help

ensure older listeners migrate to DAB. Star also has an older
demographic profile, and its inclusion will allow listeners
outside Cheltenham to enjoy the service for the first time.

DAB listening in
Gloucestershire
is higher than the
UK

To ensure DAB listening continues to outpace the UK it is
important to include existing as well as new digital services.
Providing Severn Sound, Gold and Star will ensure listeners
have familiar stations to listen to as well as new digital
services.

Gloucestershire multiplex

Page 41



New services

Figure 13: Services to be carried on NOWdigital's G loucestershire multiplex

80% -
70% -
Star
60% - @ XAV
Q
T
S Jack
8 , ® | @ UCB
50% - @ Cchil C ) _ All commercial
o Sunshine  BBC Gloucester radio
@ Dance ’ Easy % Male = 46%
40% - Severn Sound
All commercial radio Average Age =45
30% T T T T T T T 1

25 30 35 40 45 50 55 60 65
Average Age

Note: Bubble size equates to audience reach for existing services (in red). New services in blue.

120. Figure 13 plots the average age and gender of significant services in the area
alongside proposed new services (with the exception of niche service Traffic Radio).
The aim of providing XFM, Chill and Dance is to provide more choice to younger
listeners who are listening less to commercial radio. Services such as Easy Listening,
Jack, Sunshine and UCB provide more choice for older listeners whose listening for
the most part has increased in the last two years. These listeners have typically been
listening to more BBC radio so it is hoped these services can help increase
Commercial radio’s market share.

Chill

121. Nationally Chill attracts a relatively young audience with broad gender appeal. In a
market where younger listeners are listening less, additional services which provide a
genuine additional choice will help attract listeners back to commercial radio. There
was strong support for Chill in our listener surveys, with 79% expressing an interest in
the service.

XFM

122. With an average age of 30, XFM appeals to a significantly younger audience than
existing commercial services and Radio 1. This is important in a market where under
35s are listening less. As with Chill, NOW(digital feels that including XFM will be a key
factor in attracting this age group back to commercial radio by providing another
service aimed at these age groups which tend to be less satisfied with existing radio
provision. Alongside the simulcasts of existing ILR services, XFM will help renew
interest in radio amongst this age group regardless of their preference for chart, indie
or easy listening music. This is supported by our listener surveys which showed
strong demand for the XFM service in the area, especially amongst the younger age
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groups.
JACK fm

123. NOWdigital feels that the carriage of JACK fm will appeal to the older audience and
help reverse the decline in commercial hours withessed among the over 35s. In
addition it will increase choice for older listeners generally who we have seen have a
relatively high take up of DAB, and for males for whom DAB represents a relatively
high share of listening.

Sunshine Radio

124. Sunshine is a service which will have most appeal to older listeners, who in recent
years have increased their listening to commercial radio. It may help attract back to
commercial radio some of the 55-64s whose listening has fallen in the last two years.
It will provide additional choice for older listeners, who have a relatively high take up
of DAB.

Easy Listening

125. The Easy Listening service will sit between Chill and the Classic Hits stations, and
appeal to slightly older listeners than Severn Sound. The growth in listening to the
BBC by the over 35s demonstrates that strong demand exists, and this service will
provide more choice to these age groups.

ucB

126. At present Gold and BBC Gloucestershire are the only local services with an average
age greater than the average for all listeners in the area. NOW(digital will include UCB
to increase digital commercial choice amongst the 45+ age group in the area.
Sunshine is also expected to appeal to this age group.

127. Over 40% of respondents in HBB and Derby indicated that the Christian concept is
“extremely or quite new and different.” This service will have very little musical
overlap with other stations on the multiplex and is aimed at the older demographic.

Dance

128. The fall in listening by under 35s has influenced our proposal to include a Dance
service on the multiplex. Such services typically appeal to listeners in their 20s
although our survey showed strong interest amongst the under 45s. Women showed
more interest than men, with 72% expressing an interest in the service against 52%
of males.

Traffic Radio

129. Local traffic and travel was identified in the National Music and Attitude study as an
important local offering. Our proposed Traffic Radio service from the Highways
Agency will enhance and build on this important listener requirement, and provide a
valuable service to an area served by the M5.

15. Local support

130. The previous section considered RAJAR analysis and results from previous research
in order to quantify support for the digital services we are proposing. NOWdigital has
also carried out two local listener surveys in the Gloucestershire area to seek local
opinion on possible digital radio launches in the area, and to allow listeners to give
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their support to the application. The first survey was conducted amongst listeners to
Severn Sound. The second was carried out among XFM listeners in the
Gloucestershire area, most of whom currently have to currently listen over the
internet, satellite or cable.

131. Full data is included within the research appendix but some key insights are
highlighted below.

Local surveys

132. We had 478 responses from listeners who took part in our surveys between 26
September and 3 October, showing their support for Severn Sound and XFM to be

included on this digital radio multiplex.

133. 64% of all listeners had previously listened to DAB digital radio, and of these who had
listened, 52% owned a DAB radio.

134. 89% of those who do not already own a DAB radio said the inclusion of Severn
Sound and other new services would encourage them to buy a DAB radio.

135. There was also strong support for the other services offered by GCap with 67%
expressing an interest in XFM, 83% in Gold and 79% in Chill.

136. The level of interest varied between age groups as summarised in this table:

15-24 | 25-34 | 35-44 | 45-54 55+
Severn Sound 92% 92% 94% 96% 90%

XEM 71% 73% 72% 66% 29%
Gold 65% 2% 89% 92% 88%
Chill 65% 75% 84% 84% 74%

137. GCap is in an ideal position as the operator of these services to provide information
to a large number of people in the area about services available on DAB radio and
drive digital adoption.

138. Comments gathered from listeners to Severn Sound illustrate how the inclusion of
Severn Sound, Gold, XFM and Chill would improve the perception of DAB for those
who already have DAB sets and encourage take-up for those without. The responses
below were given in response to the following question (by those who had already
answered ‘Yes’ to whether they would like to listen to the station concerned on DAB) :

“Can you tell us why you'd like Severn Sound inclu ded as one of the stations
on DAB digital radio in your area?”

“l listen to Severn Sound from around 6.30am until | get into work at 9am
where work do have a DAB radio in our office - | would love to be able to
listen to Severn Sound during the day but my colleagues choose Radio 1
instead as they are easily accessible on the DAB system. If Severn Sound
were to be available on it | could then listen to it all through my working day
instead of waiting till | get back in my car to go home again.”

Female Severn Sound Listener, Age 35-44

“Severn Sound provide a lively, interesting and informative local radio station
for Gloucestershire. They are a great source of local information and support
local community and charity initiatives tirelessly. It would be a great benefit
to have them as a DAB radio station”

Female Severn Sound Listener, Age 25-34

“Severn sound is currently the best radio station in Gloucestershire as far as
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my family and | are concerned - we find it informative for local news items,
great at traffic updates and in particular their coverage of school closures
and in recent months the flood situation has been tremendous. | want them
on DAB radio so | can easily pick this up on my television and when | treat
myself to DAB radio alarm at Christmas.”
Male Severn Sound Listener, Age 35-44

“Can you tell us why you'd like XFM included as one of the stations on DAB
digital radio in your area?”

“There is planet rock on DAB in Gloucestershire but nothing that has regular
modern rock to listen to. | have listened to XFM on the internet and would be
great to have locally.”

Male Severn Sound listener, Age 25-34

“l love listening to XFM in London. I'm always gutted when | leave so can't
hear it anymore.”
Female listener, Age 25-34

“XFM is the best at doing what it does-bringing cutting edge new music to a
wide and varied audience. One of the best and | am a very regular listener.
Would love this station to be included”

Female Severn Sound listener, Age 35-44

“It would be an alternative to Radio 1 in terms of accessing 'indie'
music.”
Male XFM Listener, Age 41

“My favourite station. | can only get on the internet or through Sky.
Would like to have more choice”.
Male XFM Listener, Age 43

“XFM plays relevant music unlike all the other commercial stations
that all sound the same.”
Male XFM listener, Age 23

"Because XFM is a great radio station, plays the music | want to hear
and has entertaining DJs. Back home | am stuck listening to Radio 1
or Severn sound, | normally pick silence.”

Male XFM listener, age 20

“Can you tell us why you'd like Gold included as on e of the stations on DAB
digital radio in your area?”

“Having been a fan of the old Classic Gold station, | am a convert to Gold,
it's got a fantastic line up and plays more and better classic hits. The only
problem is the AM sound quality isn't up to much these days and to put it on
DAB would mean me listening for longer and more regularly.”

Male Severn Sound listener, Age 35-44

“Gold is already a station | already sometimes listen to but the quality isn't
that great. Having it on DAB would remove this problem.”
Male Severn Sound listener, Age 25-34

“My Dad listens all the time and although he doesn't have a DAB radio at the
moment it would be a good Christmas present if | knew he could get Gold”
Female Severn Sound listener, Age 35-44

“Can you tell us why you'd like Chill included as o ne of the stations on DAB
digital radio in your area?”
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“The types or genres of music that can fit under the umbrella of 'Chill' are
many and varied, so much so that often great relaxing music never gets
aired. There is a time and a place for all types of style of music and the
availability of 'Chill" will give us all the flexibility to tune-in and take the ‘chill-
pill' whenever and wherever required.

Male Severn Sound listener, Age 35-44

“This is a great channel and the base nature of the sound would support
DAB well”
Female Severn Sound listener, Age 35-44

“l don't always boogie around the kitchen when | cook (that's where the dab
radio is) sometimes you need something a bit more...mellow!”
Female Severn Sound listener, Age 45-54

“Because sometimes you would like a particular type of music, be it chill, or
uplifting or dance. To know a particular station plays exactly what you want
at the touch of a dial would be great.”

Female Severn Sound listener, Age 45-54
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Section 51(2)(g): Fair and effective competition

16. Measures taken to ensure fair and effective com  petition

139. NOWdigital has followed a fixed process with regards to selection of service
providers for the Gloucestershire multiplex.

140. In the first instance we wrote to all radio stations (commercial and community) in
the local area asking whether they are interested in providing a service in this area.
In addition we contacted all of the UK’s major radio groups informing them of the
multiplex opportunity.

141. NOWdigital then created an indicative rate-card based around a fee for 128kbit/s.
The costs for other bit rates and time periods are then charged at a pro-rata basis.

142. All the potential service providers were then informed of the likely costs for different
bit-rates and then asked if they were still interested in providing a service for the
multiplex application. The formats and bitrate requirements were logged to see if
demand and available capacity were compatible.

143. During the licence period, spare capacity will be allocated on the same basis as
other NOWdigital multiplexes. It will first be formally advertised and a fixed

questionnaire will be sent to all prospective service providers. From the responses
we will then look at the following key criteria to judge potential service providers:

143.1. Financial viability of the service provider
143.2. The level of listener choice extension

143.3. The scope for local tastes and interests to be catered for.
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17. Contacts with prospective service providers

Provide a comprehensive list of all prospective providers of digital sound programme services and/or digital additional
services and/or television licensable content services with whom the applicant has had contact prior to and during the
preparation of this application, at the initiative of either party, and in whatever form. Summarise the nature of the
proposals discussed and, for each proposal which is not among those planned for inclusion on the multiplex (as per
Q.11 and Q.12 above), state the reason(s) why the prospective provider and/or the service(s) proposed by that
provider has not been included. The response to this question may be submitted in confidence.

144. This information is provided in the confidential Part B of this application.

18. Contractual and other arrangements with service providers
For each digital sound programme service provider and/or digital additional service provider and/or television
licensable content service provider named in this application:

a. Supply details of the terms of access, including financial agreements;

b. To what extent are any or all of these terms of access conditional? Clarify and conditions that
exist.

c. In respect of each named service provider for which details of terms of access are provided,
supply a letter from the service provider confirming its agreement with the account of the terms of
access provided above, and in particular with the fees it expects to pay.

The response to this question may be submitted in confidence.

145. The fees to broadcast are based on a fixed amount for 128 kbits of capacity. Lower
bit-rates or reduced hours of operation are charged at a pro-rata basis for all
applicants. All applicants will be expected to provide a one-year advance of
broadcast fees. All service providers have been provided with the same information
and been offered the same terms. Letters from each service provider have been
included in the annex.
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Technical quality

19. Division of multiplex capacity

Figure 13: Division of multiplex capacity

Bitrate

Severn Sound 128
Gold 96
Chill 96
XFM 128
Star 107.5 80
Jack 80
Sunshine 80
Easy Listening 80
Dance 96
uCB 64
Traffic Radio 48
BBC Gloucestershire 128
Data Capacity 32
EPG 8

TTI Data Service 8

20. Basis of allocation of multiplex capacity
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146. NOWdigital always attempts to broadcast services at the bit-rates the client radio
stations choose. For many clients this decision is usually led by the costs
associated with the available capacity. To be fair to all service providers NOW(digital
sets a 128 kbits rate and then calculates individual prices on a pro-rata basis for

other bit-rate options.

147. Supply of multiplex capacity met demand so no judgement was made of which

services would be awarded capacity.
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21. Audio characteristics

Severn Sound
Gold

Chill

XFM

Star 107.5
Jack
Sunshine
Easy Listening
Dance

BBC Gloucestershire
uCB

Traffic Radio

Stereo / Mono

Stereo
Stereo
Stereo
Stereo
Mono
Mono
Mono
Mono
Stereo
Stereo
Mono
Mono

Coding

Full-rate coding
Half-rate coding
Half-rate coding
Full-rate coding
Full-rate coding
Full-rate coding
Full-rate coding
Full-rate coding
Half-rate coding
Full-rate coding
Half-rate coding
Half-rate coding
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