


Company Mission

To be the premier enabler of digital
music distribution-ineluding:

- Mastering: compression and encryption
- Distribwtion: . across digital networks and platforms
s /fCOmmerce: including rights reporting and security

o Consumer experience: including media rich

browsing, purchase and home publishing
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Company Overview

® Founded May, 1996
— Employees (December 31, 1997): 40

® Products:
— Description

® Partners
— XXXX: Jointtechnology and marketing partnership
— XXXX: Codec exclusive for music distribution

— Rights reporting: Agreements with ASCAP, BMI, Harry Fox

=" Infrastructure: = Agreement with Soundscan to track downloads
Partnership with Billboard On-line.
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b Team Experience

NAME - Co-founder - CEO
e Description of Background

NAME - Co-founder - VP En
— Description of Backgrou

NAME - Co-founder B
Development

— Descripti Backg
NAME - V g
scription of Background Industry

6@«\ portunity
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Flat music industry growth

Shift from LP to CD format completed

Industry looking for a new medium to. increase sales
Disappointing follow-up releases from popular-artists
Digital distribution enables profitable model

Singles sales arg fastest.growing segment
— Digital distribution enables profitable model

Retail infrastructure i1Isoverbuilt and overburdened

Audience usimgdnternet to connect directly with artists and
thelr music

Digital Databroadcasting further enhances music opportunity
even beyond the internet
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Digital Distribution is Here Now
(AW note: this slide has the purpose of the

time is now)
® Technology and platforms a reality:

— Internet
— Data broadcasting
— PC and ‘set top’ box

H/ﬁ?
W_’:f‘

® Virtual inventory and unlimited™shelf space” model proven
— Amazon.com, Dell Computer and many others

® Expanded offeringsforsrecord companies and customers
— Singles; compllations, backlist, collections

— Content owners able to release individual tracks instead
of album
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Market Drivers

Technology advancements will significantly expand digital distribution and
revenue opportunities

AW note: Make a slide that indicates how the media pieces fit together for
B Transactions Sports
B Promotions/Ads
M Licensing/Hosting

1997 1998 1999 2000 2001 2002
: Cable Satellite
Bandwidth 28.8K 56K XDSL
Smart
Access PC Web TV SetTop | Network | | i s
Box Computers Devices
Storage CD-R 20-30 GB
_ N A\ Flash :
Medium Mini Disc Hard Drive
Internet 20 M 80 M 100 M 140 M 190 M 250 M
Users
Onling,Music 1K 250K 1M 5M 10 M 25 M
Consumers
Musicians Big Indies

NeWk Small Indies | Broadcast Corporate
Markets Pro Audio | Major Labels




Company Focus

® Establish Liquid Audio as the technology st@“

for digital distribution of music across x
networks (e.g. Liquid Audio Insi%

® Establish Liquid Audio a &sic Industry’s
solution for digitalgsfghts management/reporting,
anti-copy/anti-pi International financial

clearingh
@rollout that aggressively establishes
allable market share
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Product Overview

First and only End-to-endssoldtion for
digital musieggmusic aelivery

— Mastering (Studio use, Factory use)
— Distribution (Servers and Network Syndication)

— Rights reporting, commerce and security
(Liquid Operations Center)

— Consumer experience (media rich browsing
and purchase... home publishing to CD and
MiniDisc)
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Liquid Audio Music-On-Demand System

Liquifier Liquid _
T MusicPlayer | Anti-copy
Mastering & Listen @
Encoding Purchase
Liquid Operations cnaig: W\ r
Center Flash Cassette B"gcsr')?p';'(')%
Register MusicPlayers @ =
Manage Certificates | ﬂ

Generate Public/Private Keys

=

»
Dolby®
Digital Set-Top Box, Direct PC, Cable Modem, WebTV
I
Watermarking Liquid MusicServer
P/?rr;tg Preview (Stream)
y k Purchase (Download)
]
v 4 ==
__ ) Database Internet Copyright Personal
Music File Connectivity | Commerce| |Licensing & |watermarking
Encryption Se— - L | ENCryption | |- api.
j — = = — % U)J Piracyx
Y = Y




Co-branded Player
Technology

AW note: in this slide show our home page and severai
'*-;ifiliate pages

=[d=== Streaming "Electric Barbarella" ===

Sh| LIQUID AuDIO DO

Untltled [No Music Luaded] =

Electric Barbarella
Duran Duran
2 1997 Capitol Records, [nc. 14.95 EUY

BUY
1.99 | pownLoan

Q -"ART . T Copyright: lHl- -:-h-H'rJ

RS - 2 W N e

[ MORE MUSIC

@ %%Eéﬁiﬂ,@%m
o .

ARy

@ Flauing at 25.8 modem ||:|1 A8/03:55

B |
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Liquid Music Network

Creation Distribution Svyndication Retail \ 4

Label

Encod Distribute
Cncc; ef Geographically
onten 2
Logically
Players
Players
Artist . Rights v
Encodes egistration
Content
Stream/
Download

] Customer Products Rights
- and Payment
[ LQA Facilities Reports

| | Consumers
| | External Orga
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Liqguid Audio Technology Foundation

AW note: in Rival's case this is not a technology play so |
this slide show ‘many partners: one database’” somehow

System Technologies Component Technelogies
M Secure Music Client/Server M AC-3 Codec Extension
M Authoring Tool System M Transactional Watermarking
M Security Framework M CD-R Fingerprinting
M Commerce Integration M Advanced AAC Version
M Database Abstraction 2 Seue s Formét_
M Transactional Watermarking 2 Secur_e CD-R Capabl!lty
_ O Creation Watermarking
M Secure Systems Integration
M Rights Integration System
M Liquid Operations Center
O Hosted Publisher Reporting
O 'Syndication Network Infrastructure
O Consumer Electronics Integration
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1998 Goals
AW note: show 1999 -
- Content Ubiquid() (00 goaIS

— 1,250,000 clips for preview
— 100,000 tracks for digital download
e Player Ubiquity
— 10,000,000 Liquid Music players
— Co-branding technology
— Leverage relationship with Microsoft
e Netshow integration into Liquid Music Player/co-marketing
 Exploit markenleadership with Independent Labels
— Indie 1000 program-20% US Indie marketplace
— Develop worldwide network and syndication services
e Creates audience for Indie content

emEStablish marketing partnerships with Majors
— Singles promotions, sound track promos, break new bands,etc
— Utilize the Liquid Music Network for digital distribution
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Revenue Sources

$120 - \J
$100 JFransaction fees
Su t
450 | ppor
Hosting,
$60 1 Sponsorship
$4O i
$20 - Licensing
m i
1997 1998 1999 2000 2001 2002
1997 1998 1999 2000 2001 2002
Licensing $0.3 $5 $.7 $185 3323 6.5
Hosting, syndication - 11 54 87 130 19.5
Support and maintenance - 0.4 1.6 3.9 7.4 12.9
Transaction fees 0.2 0.9 1.9 3.7 11.2
Total revenues $0.3 $5.2 $17.6 $329 $56.4 $100.1
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® N2K (Ieadlng On-line Music Retaller)
o © Warner Electra, I nterscope, SubPop, Rounder,
TwinTone, Ryko, EM| B
® Indies (50+Indiessigned to I ndie 1000 program)
® 1st Internet Singlesold by major label - Capitol,
® Promotion deal with BM G
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Target Plan

Revenue

Financial Highlights

Fiscal years ended December 31,

1997 1998 1999 2000 2001 2002
$0.3 $5.2 $17.6 $32.8 "$56.4  $100.1

Operating Expense $5.8 $9.9 $144 $26.2. $05 $69.8

Pre-tax income

($55) (407 532\ $6.6 45159 $30.3

Net income ($5.5) ($4.7) . .$29 " $9 $P5 $18.2

e Milestones:

1997: Coreproducts developed and delivered

1998: 20% US Share Indie Market

1999: 50%  Market Share of content

2000: . 80% Market Share of content

2001: Digital Distribution thru highspeed networks

2002: >10% of total revenues generated from transaction

fees (add more)
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Summary !
 _
® Investment Opportunity \6
— Series Preferred: $ Mi
— Target Close: g
® Strategic Partners F@ci
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