4th Draft |

This presentation will be presented to Ben Waidman, Bill Veghte; Brad Chase; Craig
Mundie; Jon DeVaan; Paul Gross; Ted Kummert; Will Pdole; Yusuf Mehdi; Bruce Leak;
Mich Mathews; Peter Qllodart; Brian Valentine; Charles Stevens; Chris Atkinson; David
Cole; David Vaskevitch; Debarah Willingham; Eric Rudder; Jim Allchin; Mike Nash; Kent
Scott; Orando Ayala; Paul Flessner; Sanjay Parthasarathy; Carl Stork; Mich Mathews;
David Martin {WINMKTG); Amar Nehru; Christopher Frank; Gail Dykstra; Alan Yales;
Brad Goldberg; Michael Goulde; Sherri Bealkowski; Bill Landefeld; Bill Benack; Wendy
Kahn; Rich Lappenbusch; Doug Miller; Overall Competitive Analysis Team; Rich Glew;
Tim Rowe; Liz King; Mike Porter; Kerry McGowne

RichLap and DenWest will lead the presentation. KurtB, Dcaulton, DWorkman, Gschare,
wilt also present segments.

I think streaming media and digital delivery of media will be a standard part of
everyone's life, just as cable TV and the VCR have become a standard part of the vast
majority of Americans' lives over the past 15 years. In five years, if we're not guite at
that level of ubiquity and pervasiveness, we'll be pretty darn close.” - Rob glaser
http://www.businessweek.com/ebiz/9905/em0505. htimy
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Top Points made on this slide (Points form understanding-leading to conclusions later)
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Why do I care about this slide BECAUSE

Speaker Notes...
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Real at a Glance...
“Recognized leader in media delivery on the internet”
y
Primary 5W Platforms & Technalogy Hesting & Pro Servjces Dot-com Partal
Businesses Server & Player Sales Gartent distribution and Subscription & Adverlising
prafessional consuting
Client Server Tools Services
» RealPlayer (Pius) « Real Server * Real Producer * Real Cansu ing
= Reallukebox (Plus) - Served Extensions - Real Presenter - Real Broadeast et
0"9”“95 - RealDownload  Real Shideshaw + Take 5/ GoidPass
« Reai Ent Canter
Player Internet Enterprise
Market Dominant in quantiy of
Penetration Winning player reach but streaming content (linksivisible Lasing and franding down
approaching panty with WM to crawders) 1s in Real format amang LO3Gs
)
Breadcasters Enterprise ASPi{Hosters .
Top Disney (ABC, CSPNY, CNN, Doeing, Lockbeed, Goldman
Customers Fox, Universal Music, NPR, Sachs, Mernll Lynch, Akamai, Dhgral Istand
Bloomberg, CSPAN U'S Government CiA, NIST 1Beam, Intel, AT&ET, Enron
Key Partners Company Overview
« AQL « RedHat = Rab Glser, CEO
Partners & el - Sony +~1000 employses
Company = 8un + Macromedia » Profitable
“HP + Noka * Na dabt
« IBM + Apple *Siock Price 512 (as of 12/15)
g,;ggg‘,ﬂgiw;ym,agggﬁ,:f,;;:;«;.;;;%izm;,: -7 -

Rich Lappenbusch & Gary Schare
Dave Fester (script)
Top Peints made on this slide (Paints form understanding-leading to conciusions later)

1. This slide 15 designed to bring you up to speed fast on what Real 1s and where they do
business.

2. We are going to cover ali this today so we won't drill into this slide.
3
4,
5.

Why do [ care about this slide BECAUSE We want everyone present to get a high level
view before we start diving into to detalls.

Speaker Notes...
*Dominant in guantity of streaming web content (links visible to
crawlers) is in Real format
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Why Does Microsoft Care About RealNetworks?

» Real threatens Windows desktop relevan¢e and usage
w Microsoft may no longer be the driver for digital media excitement on PCs
« Digital media is the next big thing on business and consumer desktaps,
pushing os/pc upgrades and excitement
w invading the user expetience and moving users to thewr environment
« Reat everywhere throughout the desktep, selling billboards
» Dnce user 13 in Real, you don't need Windows for media
» Real threatens Windows growth opportunities
»w Windows for consumer enterfainment and davices threatened by embeddad
Lintx with Real Platform + Partners .
n Unix shops deploying streaming don't need Windows 2000 Server
» Real threatens MSN in broadband and media
» Real js already an extension of AOL
+ Collectively control Ul, content, platform, advertising and sponsership

» Extensively Integrating communications products and services e g. AIM
optimizations, Net2Phone

w Battle shifting to consumer usage, not distribution

Rich Lappenbusch

Dave Fester {script)

Top Points made on this slide (Points form understanding-ieading to conclusions later)
1. Real threatens 2/3 MS core businesses today.

2. Real threatens our growth

3.

4.
5.
Why do I care about this slide BECAUSE we can lose control over cur ability to

Speaker Notes...
e.g intercepting download experience
Disintermediates windows from the media expefience with linux appliance.

Free OS matters in Consumer electronics device mirs because of price point
if it can do what they need in media infrastructure

Digital media is the next big thing on business and consumer
desktops, pushing as/pc upgrades and excitement— if Real
wins:

Why upgrade Windows?

Why Media .NET? Real has the media platform and
services all in one
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Company Overview

T B I PRI

‘Financials |,

Robeart Glaser, Chalrman/CEQ
LT . nm
ently VP of msttinedia o coommer systems
- A

Rawenus § 226762 5 105,191 (109 2% ) Edward Bleter, Director
wr Directer g L
SaM expanse S 93Am 5 e »m-)a@mmmmmummnmmmm
REE axpanse § 5349 5 3208 W Chair men of e PMTy-tonle £in Acpan L. for
the |eadars of Ehe tebriclen, im and cabie indurtriae
Gparacng hizoms § (6537 & (7439 oz n Age 73
Het hcome reported §  O07H) § (LD 50319 Mitchall Kapor, Diractor
. W Dircutar i Geloer 1975
Met lhcome adwstad® § 13,500 §  L%9  laamsb T8 et .
,, iad Lobus Deselopmant Carp ond served as £80 from 1942 to 1946
st B mquielents 51T § TS 10 0% -
Totsl ascats §OEMI50 & 282408 % lames %rw;nflteg‘g s
w
Defarred rewnus £ s0284 § N3W T kil
‘Prestdent of Western Assockatto
Erployass § 3§ 500 w A
Paenua par smployes § 8226 § e384 5 Bruce lacohsen, Director

o Jireclar soce Augurt 1937
hin gent and CBD from February 1936 £o November 1998

Qb 7years at Microsoft Drcludseg GH of Mds /Games business coft

BDac0  11-Dec-99

Markst Coprtalaaten % 2% 5 9,286 B » AP
3] bt wreors sy gl BTC iAnan, wq KR e A P adh ek KEY POINTS .
oyl Financtals: 5trong historically -
 Mgh revenue nad profilai iy yrowth
w ARD not ieeping poce
Ownarshlp W Imprassive emplover srowih
et G 24 4% Board Well respected and Inditatbve of positioning
Glaser * w inbimate knowledse of Micrae¥t prasic s and proctes e sctenstve work ExprTience
# Lumtaaes reprewt varfoue Peids celoted 2o the busiress Ventors Copltal, Zontanl
Other directars and officers 11 1% Propramming and Jaftware FRMpaAm sl
" VIS Lo Werner Aros Lrrouh 004 resreseniditive of growing cioseness between ACLITW and
Institutinng 32 5% ARWE
Ownership Highly concentrs
Retal 20.0% ¥ 45 % zwned by Ind devs, 36 B awend parmasily by Rob Glaser
w Giser s Stoke Is dowar JYOM $5.4% 0% of Decembar 71, 1992 vio dHintion from aoquisitieas and a
secondary offering aé from seiling s shares
Sors Sourard AACeN Raaletyr o5 0K 100, 135 Préspectis dated 4 18739 # Marla Contwal prerrtred 191,300 0prians for STTH 1 fund er Sccessfil renars camastyn

T T TR e B - N
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Ownership

(3) Insiders: Directors and Officers

(2) Outsiders: Insttutions and Retail

(3) Influencers: Analyst Coverage

»Sell side analysts maost directly Influence new
nurghases by instiiutions and high net worth individuals

¥Large numbars of new analysts with postive ratings.
coukd help to axplain the ratatron amaong the instiubonal
base as prior holders take prafits or get buyer's remarse

»Generzlly posiion Reaf as a core tech halding

(4) Key Paints:
wInsidars and original Insttutianal investors are salling

»Retail Investors. havae been scared off by dot carmage of
markel coméction

»New mshitulions (ard some ofd ones) filing the gap upan
the recommendanon of analysts

» Newest investors (institutions) probably more sensitive to
swings in confidence among the analysts

»Further commaction possiole, but Ittle rnisk of implosion {a
la DSL stocks) grven strength of fundamentals
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Organizational Structure
| Rob Glager, Chakman & CEO
[958 reports]
[
[ [ I [ I I
BVP Madla SVP, Consuamer BVP, Madia SVP, Gen Coun
SVP Consumar Sysbortes SVP bt Applances Teehnologles Kelly Jo Sw, CFO
Richard Cahen Fril slumphy o @ Paul Blabok
115 roporis] Martin Plaehn {407 4 Lan Jordan Phillip Barrett MacAhur {138 roparts]
[325 reparts] [50 reports] uﬁ reports] [20 raports]
VP, N Am Salss, [ 1 I I 3
[| Medla Systems Craative Director | | P, corumun, Sirasglc Av.. | | vp, Com Dav
Tom Hull Slove Grimes "B Ly ® Richard Randy Tisley
[114 raports] 120 repotte] 20 reports) [ report] (90 reports}
G, Prot fop
Servicas
H  Martin Schwarz
[104 reports] Ok IR
Jay Wampold
VP, Product/
Systems Mgmt [0 reports]
I Mark Beetl
[12 reports]
eadeount Mix
GM, REBN [ & o Totni JRRET % of Toto R
H  1an Fresd Dovalopment a | #ONAT WONTO
[30 reports] Operaions o #0ONO ROV
Sales a ' FONDT ROV
GM, Mkig Markeing 0. #ONMMI HONIO!
L] Tools/Systems Suppart 0 N P
5:;' R""’:"‘ G8A o AONAF #ow
feports, Tolal Employeas R 9 #oN
{1} Piug 40 Itema ang contractors 647 deiuzls 948 %
[2) Formerly run frv Marla Cartweh, Carkous hwee Mareh 2000,
[9) MacArthur and Jordan prameted Apri 2000
(4} Pancotting, Mulk Binford hired Aprl 2060, Thease are rough sstmeales
16} Posiven end apeeintmerd anneunced July 210D, may orersee
Warkelingoaskior a5 wel!
gfgqga:gﬁ; ;iﬂmfs{ég@&gﬁw;@ﬁ@ grrins g

Denmark West (script)
Top Points made on this slide (Points form understanding-leading te conclusions later)

Ut b Wwome e

Why do I care about this slide BECAUSE

Speaker Notes...
ROB GLASER
Chairman & CEQ, RealNetwaorks

Rob Glaser is founder and CEO of RealNetworks, Inc. ENasdaq: RNWK), the reccgnized
leader in media delivery on the Web. Since 1995. RealNetworks has pioneered streaming
media delivery over the Intermet through its standards-setting RealAudio, Realvideo,
RealPlayer and RealSystem products. In 1999, he established RealNetworks’ leadership
In the digital distribution of music with the launch of RepiJukebox and RealSystem MP.
Mr. Glaser has a B.A. and an M.A, in Economics and a B.5. in Computer Science from
Yale University. At Yale, he served as editorial-page editor of the Yale Daily News. Mr.
Glaser serves on several non-profit boards and committees, including his appointment
by President Clinton to the Advisory Committee on Public Interest Cbligations of Digital
Television Broadcasters. Prior to founding RealNetworks, Mr, Glaser worked for Microsoft
from 1983 to 1993. He managed Microsoft Word, then moved to the company's
networking group, before becoming Vice President of Multimedia and Consumer
Systems. Mr. Glaser has long
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Gontinued from previous shide .

been mtng}u

transition fram a broadcast to an onlineg medium,

mass medium.

THOMAS F. FRANK

Chief Operating Officer

M{. Frank joined RealNetworks in January 1999, From 1995 t‘:jq 1998 he was the Sr, Vice President

of Dick Clark Productions responsible for television program development and praductien. Pricr to

that, Mr, Frank was Vice President of Television Proglrammmggg The Leo Burnett Company

responsible for client sponsared programming fram 9992 %o Mr. Frank also served as the Vice

President of Development for Carolco Television From 1989 to 1991, He began his career in the

Eeneral advertising division of the Procter & Gamble Company in 1985, Mr."Frank holds a BA In
nghsh Literature From the University of Cincinnati.

PHILLIP BARRETT
Semor Vice President, Media Technologies

Mr. Barrett joinad RealNetwaorks in November 1994 as Vice President of Software Davelopment 7.
From March 1986 to Octobei#l?t% Mr, Barrett wag awpﬁggioggent Group Manager at Microsoft,
0 , Windows 3.

ed with the nexus of media, com utinﬁ, and comgwmcatlon. As teievision and radio
e envisions turning the Internet into the naxt

where he led development e s far Windows 38 Q and Windows 3.1, Mr. Bamrett
holds an A.B. In Mathematics from Rutgers University and an M.S. in Computer Sciences from the
University of Wiscensin, Madison.

PAUL BIALEK -
Chief Financial Officer and Senior Vice President, Finance and Dperations

Mr. Bialek joined RealNetwaorks in June of 1998 and i1s res&owible for finance 6acihtie,s, MIS,

customer service and technical sugport. Prior to joming RN, Mr, Bialek was €FO and Vice President

of Finance and Operations with Metapath Software Corporation. From 1993 to 1997, he was CFD

and Vice President of Finance and Administration for Edmark Gorporation. Mr Bialek started his

career at KPMG Peat Marwick, where he was employed in a variely of positions for 11 years. Mr

Emrek ?asta degree n business administration from Seattle University and 1s a Certified Public
ccountant.

RICHARD COHEN
Senior Vice President, Media Services

Cohen joined tha com anKlm October of 2000 and IS responsible for overseeing media delivery
service initiatives for RealNetwoerks, including the Real Broadcast Network RBI\?). Prior to jeining

, Mr. Cahen sﬁgent more than six years at Metro-Goldwyn-Mayer, where he sérved as President of
Home Entertainment and Consumer Products, with_responsibiity for the worldwide manufFacture,
marketing, sale and distribution of the c%mpang's film, television and mtera_ctwegroducts for video
and DVD markets, Cohen also oversaw the praduct licensing and merchandising of MGM properties,
and mast recently headed all of the studio’s new media initiatives, Prior to his work at MGM, Cohean
spent six years with the Walt Disney Company managing their, heame video divisign and overseeing
the videocassette and laser disc reléase of all Disney, Touchstone, and Hollywood Pictures films
worldwide. Cohen earned his MBA from Umiversity of Californid, Los Angeles, and his B.A. 1n English
and Linguistics at Amherst College.

LEN JORDAN
Senior Vice President, Consumer Apphances

Mr. Jordan has served as Senlor Vice President of RealNetworks since Januan« 1997, and, as of April
2000, is the Senior Vice President of the Consumer Appliances group. From Novernber 1993 to
November 1956, Mr. Jordan was employed in a number of capacities at Creative Multimedia, Inc,, a
developer andsnuhhsher of CD-ROM/Internet praducts, most Facent! serwgg as President, Fram
September 1969 to Novermnber 1963, Mr., ordaé| was employ gt %_ ntraj Paint Software, Inc., a

uti |tl¥ software publisher. Mr. Jordar graduated magna cum fapde from the Ecclas Schaol o
Business at the University of Utah with B.S5. degrees in Financg and Economics.

KELLY JO MACARTHUR
Senior Vice President, General Counsel, and Corporate Secretqry

Ms. MacAsthur joined RealNetworks in Qctober 1996. She was previously Director of Legal and
Business Affairs for Com gon s NewMedia, Inc., a Tr|l?1urhe om rrw, which was acquire EK The
Learnm}g Compang in 1996, Prior to that she was with the law of |dieg & Austin in Chicago.

acArthur has a B.A. symma cum laude from the University of Illinois at Champaign-Urbana and a
J.D. from Harvard Law School.

PHIL MURPHY
Senior Vice President, International
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Continued from previous slhde..

As sentor vice presicent, international, Mr. Murphy ovarsees ajl of RealNetworks' business outside of
North Amenica. With more than 22 years' internatiopal expermnqe in the music industry, mast
recently as senior vice president, European ragion, for Son usic Entertainment Group, he brings
an extensive record of implementing new strategies for digital music and e-comimerce. He also
served as chairman of Sung{ Music Eurape's new echnologyé H _ategx bnardgnd was responsible for
corparate strategy distribufion and IT acrass Europe. Prior to his tenure at Sony, Phil spent 18 years
at Warner Music International in a variety of senior positions, [ncluding vice président of Warner
Music Asia Paafic. He heids a B.A. with honors in Economics from Cambridge University.

MARTIN PLAEHN
Senior Vice President, Media Systems

Mr. PiaehnFJoin.ed RealNetworks in _Sepﬁembe,r lgl‘?.g= From Ap %1996 to August 1999, Mr. Plaehn
served as President of Viewpoint Digjtal and its Chairman and :CEC until its Scquisition by Computer
Associates in QOctober 1998, Prior to Viewpoint, Mr. Plashn led product development for
Allas[Wavefront, a Silican Graphics Company. Mr. Plashn joingdl Wavefront 1n 1980 and served as
Executive Vice President of Business and Product Development and was a member of its Board of
Directors. Mr. Plaghn started his career as software developar at General Atamic Company in 1978,
ISSCO Graphies in 1980, and Template Graphics Software from 1982 to 1990. Mr. Plaehn has a B.A
degrae from the University of California San Diego (1978) and is a graduate of UCSD's Executive
Program far Scientists and Engineers (1985),

BRIAN AIKEN
Vice President, Europe

Mr Aiken joined RealNetworks m June of 1998, Immediately prior to this he had held a siunilar
Eosmon with Intuit, Inc. Previgusly Mr Alken has held general management pasitions In Europe for

ontinuus Software, Inc, and Sun Microsystems, Inc. Mr. Alken atteided Trnity College, University
of Qxford, where he took a B.A. degree with First Class Honours.

ALEX ALBEN
Vice President, Government Affairs

Mr. Alben represents the company cn Internet policy 1ssues and works within industry-wide efforts
to devatop and implement global standards, such as the Seq:uBe Digital Music Inibiative. Ha has also
served within Rea etwork?{gs VP Music Gruﬂg and VP Media PubliZhing for entergalgrn%nt r})_lroducts.
Prior to joining RealNetworks, Mr. Alben worked for Starwave Corporation from 1993-96, where, as
. Business Affairs, he helped iaunch many of Starwave's sports and entertainment sites.
Previausly, Mr, Alben was Associate General Counsel of Warner Bros. and Director of Business
Affairs at Qrion Pictures. He is a graduate of Stanford University and Stanford Law School.

MARK A. BRETL
Vice President, Medla Systems Division

Mr. Bretl joined RealMNetworks in March of 1998, From lune of 1994 to March of 1998, Mr. Bret! was

employed as Chief Ogeratln Officer at Vivo Software, Inc., a developer of software based video

confer: ncm? systems and sfreaming media. From October'1983 to October 1991, Mr. Bretl was

empl?_vlved at Tecmar, Inc,, a developer and manufacturer of PG and Macintosh %%outer

perlé) erals, where he held a variety of Bosmmns, most recently as President & . Mr. Bretl
raduated Maé;na Cum Laude from the University of Wisconsin, Platteville with a B.S. 1n Physics and

amputer Sciénce,

MARK HALL
Vice Prasident, Media Publishing and Programming

Mr. Hall joined RealNetworks in October&ggi’ and Dﬁersees RealNetworks media pubhshing and
rogramrning efforts, which include the RealGurde, Channeis, Stations, and GetMusic on the
eallukebox. From 1935 to 1997, Mr. Hall was an Executive Pfoducer at Corbis, where he produced

severa| award-winning CD-ROM titles and web sites, Mr. Hall began his career In Interactive media

In 1993 at Microsoft, working as a producer and editor on seweral of its first CD-ROM initiatives, Mr.

Hall'is a graduate of Carleton Callege and tha University of Virginia School of Law,

TOM HULL
Vice President, North American Sales, Media Systerns

Mr. Hull j0ins RealNetwerks from Seguent Computer Systems where he was _Director of Sales

Ogeratrqns, Americas. Hull started his career In the high-tech industry in 1979 at IBM, where he

held varicus positions in sales, marketing and managément. He honed s skills in rolés of

increasing respensibility at Amdahl and Sequent Computer égatems where he focused on the

telecommiunications and aerospace industries, Hull was alsg 111em er of the 1980 U.S, Qlymplc

égﬁnng Team and remains active in the sport. Hull heolds a BA In Governrment from Dartmouth
ege.

JAMES HIGA
Vice President, Asia/ROW
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Continued from previous slide .

Mr. Higa me to ReaINetw rks in September 1996. From Jany 1989 to
R BENE G At e At isrrfq iR e
Japan, ?nc ﬁr iga och‘ g .inPo tlca C|enr:e from gtanforé Ugnlverse

BORIS JERKUNICA
Vice President

Mr. Jerk nlca ]omed RealINe works |n January 2000, when the Company
acquired Netzip, Inc., a ea ing eve oper and provider of Internet download
mahagement and utility ware that Jerkunica o- ounded, in 1992, As CEO at
Netzip, Jerkunica was respon5|ble for managm the day to- day operatlons,
strategic IEglanmng{ financial matters and recruiting of sailes and deve oEment
staff. o 992, Jerkunica had been a ware engineer at I

where helped op ‘two major projects, incli ng a computerized patlent
records hardware an Soft ware sd {r{tlon that ailowed furses to view a patient's

m | informatiop on held devi the tient's bedside, Jerkunica is
TSSC'? graguate oPEpmo n?vers ity ané%o ds ba% elors and masters degrees
m math and computer scrence

ERIC LIU
Vice President, Corporate Communications

Mr. Liu joined RealNetworks in July 2000. Previocusly, he was Deputy Domestic
Policy A wsor at the White House, shaping policy and prow ing po t|cal counsei
for President C ?n on a range of issues, He alsg served urmgf e first

Clinton term as a foreign policy speechwriter for the Presi ent n addition, Liu
is a nationally recognized authior and speaker. Helhas published acclaimed
books on eneratlonal culture and r; CIaf |dent|ty, gnd has been an on-air
commentator :il_ln online columnist for MSNBC, as, well as a cantributor to Slate
magazine, He holds a B.A. in History summa cum:laude from Yale Coilege and a
J.D cum laude from Harvard Law School.

SHELLEY MORRISON
Vice President, Media and Distribution Sales

Aé Vice President of Media and DIStrIbUtI% ?ales, Shelle is res ONSi Ie f r ail
vertisin ? and .marketing programs for cl en S, a5 wei or the
&reatlon of traffic_ and e-¢ommerce opportu |t| a 1l Rea Partners.

rrispn Is on of the original pioneers in t opmerE 0 |Iq eractwe

vertisin romotion. Prior to coming to ea etwo eéy was the

rce Presi ent fu) Advertlsmg for S ta,ntvaves Buena Vista Intérnet routp

ffOrmerI¥ ESPN/ABCNews Internet entures}, having joined them ri after the
aunch SPN.com in 1995, In this ﬁapaaty, she mianaged a sales team, and
oversaw Starwave s Ad Operat:ons, ien Serwces and Creative Departments.
Ms. Marrison was formerly the Director of Marketing for the Seattle Supersonics
in the NBA. She starte fer career in broadcasting, working for NBC and ABC in
New York, Lon on, and Africa.

DAVE RICHARDS
Vice President, Consumer Products

Mr. Richards oversees RealNetwor: onsumer products including RealPlayer
and Reaﬁui ox product mes lgek?Pfayer the Pn st popular ?n grnet stre‘ammg
media player, provides the best quality’ Internet a FIO video consyumer
exp%erlencie Wit sup orf for the a ar -wm ing Audlo ReaIV|dﬁ? as well as

the first compee digita musuo syst has UI y become
the defacto standard for digital music since it was launc ed in Q2- Prior to
RealNetworks, Mr. Ru:hards held various senior management posrtrons at
Sybase & Symantec.
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Real's Story

(1) Real's Virtuous Cycle @ . Taxing the Cycle
Based en tradtional hroadeast media 1) Real gives server, hosting and
business mocke| proven over decades sametimes even cash to top ICP's

to adopt format and to promote player,
2) Users coming to download “free”

player have to navigate up-sells to

for fee player. Once Insialied,

165M

Customars lstons/ Customers Customers buy player takes cver and prompts for !
watches filas Registerad proguCts & services more downloads, each with vep-sells,
Unigue Users 3) Real selis smaller ICPs solubons
ncluding servers, consulting,
U';'g.‘v'ers hosting, and promotion n guide,
Deta S + 4) More content, drives more downloads
Sroadcasts 5) Real sells ads based on traffic and

Advertisers gets click:

RN )
Frod 9 througha

takes 70% of ad revenua from radio
station and other content it hosts;

fretnc) s (memne) 8) Real sells users content subscriptions,
Broadcasters Advertising 7} Cycle repeats with higher Real tax
Format Decision )

Makers Broadeaster creates Buyers “Here Is where Glaser's "virtuous

eycle® comes into play. The more

Inventory people who have a RealPlayer on their
desktop, the mare content providers will
apt 1o use Real's streaming-media
technalogy, And ... the mare likely

Rich Media has very high 4X CPMs and click throughs people are to download a RealPlayer.

*Content is the driving force”

~FORTUNE

g sl e i e only 91

Inventory

Solutions

Advertisars buy
placement

Rich Lappenbusch:

Bill Spencer (script)

Top Points made on this slide (Points form understanding-leading to conclusions later)
1. Real extracts revenue from every link in the value chain.

2. The cycle builds a network effect and builds on its own success, increasing revenue,

3. In general, Real tries to charge as much as it can, but for top ICPs (e.g. Disney,
Universal, CNN, etc..) Real will give awaf)fresof‘cware, encoding, hosting, promotion in the
player and even pay for content to be offered in its format in erder to drive player
downloads. Real pays for exclusivity of content in its format knowing well MS cannot
readily respond.

4. Users clicking on the link “Free Real Player” have to carefuily navigate through Real's
download page promoting the “for fee” player to find the free version

5. Once installed, the player takes over media types and the desktop and does not easily
loosen 1ts grip unoless the user uninstalls it. The player is a Trejan horse additional Real
software — Real Jukebox, Real Bownload, etec.. Each coming with an up-sell,

6. Real then pitches second tier ICPs that it has a huge Installed base and is more
committed to digital media then MS - “"We live or die by your success.” Real will cut
price or sell something else in order to win format adoption. Real targets Windows Media
accounts with better deals. For example, Launch.com initially got its software for free,
after Launch’s number of concurrent streams exploded, Real tried to charge it $3M for its
software. Launch resisted so Real compromised and sold it placement on Real Guide for
something under $1M. At this point, Real could inflict & lot of damage to Launch’s
business If It charges Launch standard prices.

MS-CC-RN 000000227035
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Continued fram previous slide...

7. When a user plays streams on these ICPs web sites, the player comes up
with strong Real branding, a channel bar which lists cther sites the user could
click off to, e-commerce links (2.g. Amazon), and. content (Take5). So Real
monetizes playback experience even though in most cases the ICP pays for the
stream and the server software. So Real competes with its partners for
branding, promotion of content and e-commerce links, and now that Real is
producing its own content with Take5 and content subscriptions.

8. Real charges hosting partners for software while requiring the ISP to charge
no more for hosting and streaming in the Real format than in competing
formats. And Real competes with these ISPs by offering ICPs RBN hosting
solutions.

9. As Real installed base grows, it charges ICPs, advertisers, users, and ISPs
mare for software, promotion, haosting, and consulting.

Why do I care about this slide BECAUSE it summarizes Real's business model.

Speaker Notes...
Who is a Broadcaster?

- Music, Media & Entertainrent Professionals

- Content Creators

- Consulting Professicnals ,
- Internet Management, including CEQ's & Executive Staff
- IS Management, including CIC's & CTO's

- MIS & Technical Staff

- Webmasters

- Software & Applications

- Marketing Management Professionals

- Networking Communications Professionals

- MIS & System Engineers

The are in the following Industries:

- Advertising & Design

- Music Praduction and Distribution

- Film & Video

- Fortune 1000 & Nasdaqg 100

- Infrastructure

- Retail & Commerce

- Educational Organizations and Professionals
- Government Officials

- ISVs, IHVs, VARs, 1SPs & OEMs

MS8-~-CC-RN 000000227036
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Year Endeq

Financial Overview
LTk
September
7oad
Nurmher of Employesas sea
Ravanuss -
Sotware 136784
Sernce 45623
Adverising 41 345
Tetal Reven.es 226,762
Reve/Ertpioran (50005) 3
Operaing incame (88,53T)
Opergting Incame (au-goadwill) 11767
Net Income (86,53T)
Met Inzama {ex-gooceal) 37 12
0@ee 123N
Stk Pica 20610 69 156
Shares Juldangng 1393 0 8
Entare vak s 1w aara
Cash 258 5 3448
Lo Terr Jeb o
Fatieal Capralzat on sas 1cezzs
Earr ngs/Share oie €
PrceEanings Hr Y

80877 543
26518 721%
14088 193 2%
14,242
MW tER
(3 04Dy L]
491 3518 5%
£.526 HM
10467 266 7%

Growth
no 12Ne
-BE TH 3o
L 2% 1302
Sirak 1394
43% ELT
" 10
£TO% 116875
575 0% {615}
Ha ik

[
Change
sih e
zB0%

197 G
7%
1003
R E
ME

L

Real continues it's growth in revenue and
as a company, despite declining market
valuation

Total revenue growth greater than 70%,
Strongést growth in advertising revenue
Goodwill and acquisition costs resulted
n significant declines in Operating
Income:and Net Income

YTD stack is down 80% but they have
had four previcus 50% comections since
their IPO and recovered each time

Denmark West

Denmark West {script}

Top Points made on this slide {Paints form understanding-leading to conciusions later)

NokwN e

Why do [ care about this slide BECAUSE

Speaker Notes...

MS-CC-RN 000000227037
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Revenue Summary

Resi of World
[TATAL REVENUE

51 047
$87,124] $9,410

Sources 10K, 10Q, Kaiser Assoc.ates, OMD/CorpOay eshmates

1) Product/Service (2) Customer
Quarter Ended
Oec00  Mard0
Quanesr Ended E;‘:ia TTAL,
Media Sobware $14810 $18,075 $2082  $21,05473 ATA084 Cate, Doc-8  Mar00  Jun00 SepO0iLwet.
Consumer Software 512576 $15.36  S17.910  $17.876: 300 ICP $16947 S20.676 326,062 520,850 . 9407
Tools 3559 $682 760 5795, - 32,799 Consumer F15209 $18,200 3206  529,9800 g
Services o3 igh NSP 16663 $2.100 $10.652 3
Frokssinal Sersces 575211 §7.806  $6451  54.120) Enterprise §2476  $4282 35012 SB370L: SR
Meshng (RBN) §1304  §32  $43855 55 370 ICE $433 $535 3827 §1,327 * §ug
QoldPass (Y'Y NA /A $3a7| Denedoper/D $435 $536 3627 $571 §a
|4 dvertfsing [OTAL R 434D  $B3 528 362850 5726, 743)
lachertising 56689 58407
TOThL REYENUE 645,453
(3) Geography (3) Key Points:

» Revenues cumrently dependent upon domreshic consurmer
licensing and server sales

=Argas of focus for growth are advertising and ssrvices
{segments); anterpnse anc network sernvice providers
{customers)| and internatanal {geography)

»Licensing rhodsl doss not appear to scale well (nanlinsar
relationshp ath the growth of customer segment)

»Adverbising revenue s tenucus given market downiurr
for technology

»ICP growih 15 slawang, but remains critical to the stary

MS-CC-RN 000000227038
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International Sales

Seleced Sviaidlares
FY() Revanpe Brmak Dows (In thousands) Ta Q3 ————

Fig:: Spzr tziaryiiia Pt

BIEA 3 1 &

SPAR" z C [} 3 1
LaTAM" B H § 2 q

e 2 1 a H 3
JAPAK i 1 1 ] H 1

Teml 1] H El 5 % [
SPARe A A
AUk BRAE

A5 Graghar Clumg Srgepcie

LATAM= BR.ME
ASIA= Crester Chirg, Singapore

Subsigrg  Clae Lisaes ng AR 180T E S seErmng %ol 1l
Francs 3 177 ES) s EEED £ E [ £ 3 H 195 £ [ ENE
W - 2340 Eeie) ¥ 3800 5% £ i k 195 £ 30 kil ¥ GEH
Germany 3 Eic) 13 520 58% B o 3 1560 H 52 ) ¥ BE0
Jnoan + 3680 5% 3 22, ) B (LY + 160 13 BT £ $ s
Genma § asu = 13 3500 8 i3 [ 3 - ¥ - % ¥ a0
Austraita  § @45 m H 10 36N ] o 2% 5 = ~ $ e
Bradl 3 3 L) L] 10 TR ¥ L ¥ 0 1iH 5 30 ) 3 2850
Sorm Tz 305 1N EFR § T ¥ i [ ] T 717

e
Player anct Askebax cemsad t Fuicas, HEC ~Sharp, Sony and Panamnt
RANWCF Inta mhiona satk ot
Key points

» Server licenses dominate revenue
» Fastest growing revenue segments
are infrastructure and media services
¥ Real Guide available in 8 languages
» Major growth in Japan and Latam
» Bignificant investment in Europe
- 25 rews heads 1his yeer
¥ idapan is an exception to otherwise
oppertunistic (inconsistent) strategies
« Strong tierad model

- Aggressive sokdrens oundirg w/SUN
» QEM bunding agreements

Kurt Buecheler (to chop and move core to backup)
Top Points made on this slide {Points form understanding-leading to conclusions later)

RN

Why do I care about this slide BECAUSE

Speaker Notes...
Mcove stuff up to snapshot. .

MS-CC-RN 000000227039
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Stock Performance

@Inherently volatile: 4 drops >50% since IPQ (11/97

to 12/60)
yvdt
e T

50%+drops

@ Current gorrection maps to the market (fast 7 yr
companed (¢ Yahoo, eBay, Infospace)

=

4
(PP

@ Many employees under water, but recruiting is
still strong (stery resonates fo the outsitde)

= O t
-; * TX!ﬁwim\i’hﬁﬂl - =
g5 P /ﬁi,.\ =0 %
P F o §
a W

w0 W a0
gm -mgmm——m”ma\'

R - 100

SRR © 6 L b Bt
prbe b

(%) Decpite stock coltapse, strong analyst support

wAs of 12113, trading down 76% down YTE, but 23 of
27 analystarate Real a buy or strong buy

>More analysts intiate positive coverage (6 new
analysts sijte August, 5 buy or sirong buy, all postive),
a sign of strength or graat marketing to Wall St

»Analysts pant to strong fundamentals {large usage
numbers, sdtdent avalabiity, profitabiity) as reasons to
SUpport the stock

N hibated -
By I IR Coverage__ Rating
Gamrett Bakckar Josephihal & Co A& ugusi-D0 Buy
Dawd Kestenban |[ING Bamngs |September00_Buy
Pl Lagh . James | 00_Strong Buy
ot Graves [5G Cowon Feﬂ!lmbaﬁm Sirong Buy
John Corcoran CIBG World Markets  INowember-00 Buy
[Myres Das Morgan Stanisy [November-00__ Outperform

COROTAF cidiniit tag ooy 1
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Market Conditions
@

Real Maintamns Format Share Dominance Among ICPs
Based on Accepted, but Questionable, Methodology

« Most common measura of format adoption is crawling
sites for Instances of files
* Includes okd content that 1$ no longer viewed
« Can't penatrate protacted sites, javascript, sic
* 86% of all strearming web files based on crawls 1sin
Real format, compared to 10% WM'
« Other measurements shew a much tighter race
» Platform use by top 100 ICPs: 77% Real, 58% WM
+ Nislsan reports 28% of home usaers viewed Real
content, compared to 14% viewing YWM in Nov?
+ Many ICPs report Y¥M “stream share™ at 50% or better
I = Working with MediaMetrix/Nielsen on better metrics

@ Real is Strong in DotComs, weak in LORGs

« DatComs -- 10,000 deteoms in US, 20% stream
(=25 files on site) but 16% went under this year’
» 7 of 10 DotCorns use Real as primary platfonm®
+ LORGs — Adaption of streaming among LORGs
grew significantly from 10/88 to 500 - now 20%
* Real losing share rapidly in this segment, down 2
points since April while MS is up 22 painis.?

% o sirar using formay

LORSG Platform Adoption
T ]

Apr 0 oct'gp

3 ‘T}nﬁlanﬁ , EMS Uuhul(;erl:rl f!:sl:arclﬂ. NotCraft Velation St

IEE TRt TIENS

S e T T
e e s

Gary Schare

Gary Schare (script)

Key points:

+Real has dominant share of Intemnet content, but the accepted methodology is questionable

+Much tighter race based on other measurements, such as platform adoption (number of ICPs using either
format, or both) where Real leads 77% ta 59%, and usage where Real's lead is only 30% to 13%

*Real usage among companies strong among all dot coms (7 in 10 vs WM at 3 in 10} but weak in LORGs
(411190, vs WM at 7 in 10}

Backup notes

=Real aggresstvely pursuing share of adult content— $1 4B Internet industry — with 60,000 adutt sites and 21M wvisitars
per month? '
* Real increasing share of new streaming content on top adult sites, majority are propnetary/java, almost no WM 3

To review, we have tried two different approaches to validating the Netcraft data:

»in Apnl 00, we conducted a phone survey with 140 webmasters to obtain gelf-reported data on the number and format of
streaming files on top sites As expected, webmasters reported a much larger absolute number of files than the
automated trawl found. We also found some shift In reported share of total streaming files for these sites -- 71% Real and
15% WM In the survey data, compared to 85% Real and 9% WM in the autbmated trawl The Netcraft results for fier 1
sites tended 10 be more accurate than some of the tier 2 sites, but overall, we were seeing a very large advantage in
format share for Real.

¢In Oct 00, we shifted the way we lock at Netcraft data from overall format share to a site by site "winning#ighting/losing"
analysis of the top 100 MM domains We examined the results of Neteraft's automated trawl to identify specific sites
where we felt their data were questionable We conducted a manual trawi of 50 of these "problem sites”, and used this
data to supplement/corract sites ke CNN where we knew the automated traw! results were low. But in general, while the
manual appreach helped us improve the file count for some sites, it didn't sigmficantly change our percentages

MS-CC-RN 000000227041
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The Streaming Industry Value Chain

Transpoit| |

I Realoftars | | Partner ofters | { Redl + Partrer

Company
examplas

Dtsnzy, Time Wamer, News

} Corp, EMI, NFL, ACL

Inlel, Sony, Tenan inleracive,

Loudeye, Scnlc Foundry,
InterTrust, SecureMede

Traditional Content 1 Wtarmet-onty Cpntent ]
ENGCODINSG

Autharing Producton Consuling

Tools Services CODECS Services
HOSTING |

|
Cortant DN Cantial Désli buted canting
Service

Reuting Caching Edgi j

i Drgex, Exadus, Globix
Iniam, Novel, Akama,
Dagrlal island ibaem Real
Broadcast Nelworks,

SERVICEFE

PROVIDER

AOL, Covad Excrleg@Home,

NarowmandisP | | Broedbandsse | [ sTRISP

| [ varatess sp

WebTV Nolda

Potal/Guldes |

[searcn rortertnin comemt| | subscription services

Yahoo, RealGuide, Napsier,
Virsge, GokiPass

PLAYBACK

PC OEM MNekiz RCA

1

[ | Devices | | Wiraless

Cramond, Crealive

Denmark West {(gary cleanup)
Denmark West (script)
Top Points made an this slide {Points form understanding-leading to conclusions tater)

1,

U oA W

Why do I care about this slide BECAUSE

Speaker Notes...

Key points here must be:

Describe the slide ..all the pieces. Content, transport, access...

RS oTh T e S e e e copqens e
i e Sl

They are filling all the niches...it’s like they had this slide and fooked for and filled the

holes

Partnering is key to this picture...everything not blug is coming from someone else

Right now, everything relies on the Sony/Intel partnerships..but they're working
to make that less important.

MS-CC-RN 000000227042
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Demonstrations

O Consumer Experience
* Sony OEM OQBE
» Consumer Download Install
*RealPlayer 8, Reaklukebox 2, RealDownload
* Real Stealing users fromthe Mars & Windows Ul

reaf en!%r fairvment
Ganter

(3) Content & Rights Management

* BluaMatter & Unwersal Music

+ "Pramium Digital Music Format’

* Tech, Content partnership w/ Universal, Magex

+ Realjukebox/Magex technology req’d

« E-tall Parthers RollingStone.com, Launch com,
Lycos, Excite@Home

@ Subscription Services
* Delvering NET style senvices foday
* Free Sepvices - TakeS, Real.com, Quicksilver,

* Fee Saryice ($9.95/mo) - Premium conlent,

{+) Enabling contant creation

News Alarts

Softwaré updates, AddOns, Games, PG-13+

conhtant A TR
{; o
- PR oot :

« A Window-less World

* RealProducer on Mac

+ Separ bundled on Linux, HP/UX, AIX
= Cliqts bundled BeOS, Linux

* Remicte Admin via HTMU+Java

+ Platform supported. Windows, Mac,

ieomhatter LALNGH o 5 Linug, IBM AIX, Glib, SG IRIX, Solans,
sewming d7gita’ et ' m FreeBSD ,’ !a .,i:‘;ﬁ'&n“%
ReatProducer Plus

&) windowsless Media World
 Complete streaming solution with Real
r“ﬁaﬁ everywhere, windows nowhere 130

RealPresantar Plus

I M

David Caulton
Top Points made on this slide (Points form understanding-leading to conclusions later)

1. Real screws with our products, turning internet and windows tasks into advertising
vehicles.

2. Real makes Windows an unneeded option

3. Real is pursuing .net and using windows to make it happen

4, Real enables consumer and business content creation

5. Real gets onto desktops via online services, OEMs, and for the sake of content.

Why do I care about this slide BECAUSE you need to understand how the Real user
experience works.

1. Consumer Broadband Experience - AOL Pius EslaanAlex)
This demonstration will show how aggressive RealNetworks is in taking over the
client experience- from spamming the desktop to re-taking Windows file formats, to
turning simple activities such as downloading any file from your browser and
advertising opportunity. The general consumer expegrience will be shown with Mars in
the backﬁmund, AOL Plus as the provider- we’re just 1 of 24M AOL subscribers who
will get this player over next few months. We will wrap by showing that through
distribution, technology, and content partnerships with ACL Plus and Yahoo, Real is
fﬂelivering compelling consumer services that compete with MSN, Windows/IE, and

essengear. !

MS-CC-RN 000000227043
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Continued from previous slide...

«DEM QOBE Scenario
«Spamming the 0S: Grabbing the desktop, MIME types, browser

«RealPlayer Format support- list of all farmats supported, farmat
autograb

s«Standard Consumer Install Scenario (bullds on above)
«Reallukebox - Taking over Windows file types
«RealDownload- Simple Windows Tdsks become Adware

:Performance- taking up to 32MB of active Windows memory- all the
ime

+AOL Plus and Real: Impeding the Mars B Windows value proposition
«Quickly show Mars experience w/ Windows Media
«Compare ta AOL Plus - Doesn't conform to UI guidelines

«Content in Real format pops up RealPlayer. Eye candy, ads distract from
value of Mars LI,

eNet2Phone via RealPlayer end runs MSN Messenger/Mars

«Other plays- RealProducer ---> Yahoo competing with MovieMaker [MSN
not playing) (Dcaulton) .

This demonstratien will clearly show how Real is working to r .NET level services bath free and
for-fee In areas that compete with DI‘gD as wgll as Windbws . | {/ have quickly adopted a
subscription upgrade model, moving from $1 .990per client to.$119.00/year per client and are
delivering compelling contant that extends beyand the G-ratek] material available on other sites.
They're €édgy and ugder_ tand the NetGen community- between PG-13+ A/V content, a play to
publish 3D°games, distributing violent Quake-like first-person shooters, to a merging of the media
Biager and gaming genres, Real s interested in being a fully réunded Ijlgltal Entertainment

uplisher that comipetes with MSN, MSN Music, Micrdsoft Games, WindowsMedia.com, and more.

sDelivering on .NET w/ entertainment, automatic music delivery
+Free Services '
s+Take 5 Content Service - playing content & being spammed
aFéll.llal‘é'!"'luSIC Download Service - partnered with MP3.com te automatically

2. Subscription Services - Comﬁeting with .NET (Seandﬂﬁg
g

«News Alert Popups
»Fee Service- Real GoldPass
«Content play, Gaming Play, consumer entertainment play
+$149 of Top 1% of market paying player market
«Areas where they're kicking our ass with NetGen'ers via content partners

+Content - Show compelling content, PG-13, this 1sn't Disney,
sex sells

«Add Ons - Visualizations, Plug-Ins

oGamin? - Nolt_ﬁjlust a DMDaE_hreat- Real is a ?ame ublisher,
leveraging gaming in playerfjukebox as well’ as standalone.

«Glaser plans to move into music subscriptions ala Napster (quate)

3, Content/DRM Play: BlueNote LmuldAudIo - partnering with Universal on
content/content delivery (Dworknian)

The objective here 1s to show that Real’s viral circle extends wsfll into the area of content creation
and distribution, invaesting in and exploring many different business models and partners to see
what sticks, Prime examples tg be demonstrated are Real’s BlpeNote partnership with Malgex and
Universal Music, and LiquidAudio as two completely different systems from a technolegica
perspective to business models. Both leverage RealPlayer as the core component.

«connected, etc. do this from the mac using Java

MS-CC~RN 000000227044
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Continued from previous slide...

*Real is owning value chain, business partners as well
as platform provider to content providers such as
Universal

eRich format support inside RealPlayer
sDemonstrate user experience
+BlueNote Demonstration

sPurchasing content, using your Magex digital
wallet

sLiquidAudio Demonstration

«Rich consumer experience, using AAC as well as
our format, RIB plays both

4. Content Creation - a Windowless environment

Dcaulton)

his will be perhaps the most powerful of the demos- showing
definitively that the entire viral chain can exist without Microsoft.
Companies can partner with Real in a Windowless environment,
essentially short-circuiting our value chain. We will note that
bundling of their technologies is taking place on multiple levels
from encoders and servers on Linux, HP/UX and other platforms,
to the player in Linux and BeOS. Creation and Distribution of
multiple formats of content can be done and playback supports a
wide swath including fringe players such as Be. In essence, Real
is interested in partnering (often exclusively) with every platform
provider except for Microsoft.

*Show boxes: Linux server, Mac encoder, mac, beos
Linux players

oStart encoding from the mac, note no admin needed
to get a live event going

«Access really kicking on-demand content from the
server box (need to show SMIL integration)

eAccess a QuickTime video off of the server box

+Demo remote admining the server box to find out
how many people are

MS-CC-RN 000000227045
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Products
Product 1 . s : Value to T * Reat awns most key
RN caomponents  w/ partners,
offer unmatched end-to-end
€1 | RealPi Expenence
= | | Mustuse to amesa g | STWS, 294529 R:"T":” medk workd
2 Roamimering | ofconteatentheweb | O R“"':‘h + Enabler of » Everytring 1s sald on 'first
2 | RealDownloa o nomudndowe tme's free” basis  Then
(Playel chert devices.
" Server prodLcts are extremaly
ac,
Windows Expensive
PUselosmomsiss | Bomne 400 + Al products are 'good
» RealServer » Ru on any OF you ALK, " ssu;orrn = Revenue ] :;y’ﬂbl!l of enough” —e g, server
& wan Lirtu, 500 sorvor. scalabilty 1sn't steltar, but
g IRIX. + Kayth RN handles their 2000 stream
S o tusinms sKU
w.g., 800 odel taday
Sarvar m"n:mm colitng, | 2dserver | stream, Revanue « Pushing aite mative platforms
Extunsions cathe o5 auth = {Linu) very hard
1% N rindows OS's solve a
» Supenar Videa » Credies the
Real Qo mﬂ: 0 P lot of problems for them.
& | Producer » Grast Endta-and X s | pro) evendhing
2 raols nuy above
1] » Easy to convert Fosmal
- PawerPoirl nic wieo Qominance Batter Marda.
o | P and audic Windows | $57 el
= | Prasenter presertations resentatons
g » Cool SINL oootent Keeps '.""* Than
g coal PowerPoit
3 » The lop SMIL sditar » RH oty the
8| Bea radis mermanty o | Windows | $57 Framlers SMIL
Sidachaw medti: Edbing aistion v Audience Reach ard contznt
dominance arg why
custormars pay these prces
s e o e e
it At 3
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Server Pricing

* Low “teaser” price
paint

+  but many deals
are much more
contorted. Far
example, free
servers If you pay
$800k for a prime
placement.

« Alsg, if you get free
+ servers once, next
time they'll try to
push much more
expensive deais
onto yau

« Govt and
enterpnse 20% off

100,000 | * Edu —~ 40% off

$/stream

# streams {log)

23
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Services

Service Audience The Pitch Priciry
exclusive content, software, contestsTrying
Consumers | ¢ manetlze ther wsers directly mo
Canswmers Use our nasy media portall Free
Gt 1o thoge consumers. Used as casrot for i
Broadeastars broadeasters —exclusive content deals ' ¥ o
k Let AN take care of messy web casting
chores, Usad as 2 low-cost carrat for QB hosting for 1 mo,
Broadeasters | g icoiars o 4 live avents -
12,000
» Usas linux sesvers L8
RNU 2‘;::':; Sand your peopks 1o am our $1000-51 500 por
Developers mchoology.. and be evangelized class.
Oevlopes, | Spert ftas g, nd - v - oo
Cantend Devs, Leval 2 - $485
ISPy 4 ters...top two are very exclusive and Loveld &-77
customized :
Product Al 12 monihs of upgrades, PSS 4% of product price
support
Professlonal consulting makes Real tools do
e witrvd candoen Brondeastars, | what you nesd. Custom
Iniegral part of nrany solullons
I_’Iacements Broadeaars | 20 3 Prime Jocation on 155m desktops -
in products Realzlayer, Roaldovnkoad, and RealJukebox
Ads in Advertise on the # media portal and hit
aantent Adventissrs your {argat. intheir Wel pages, sireams. ”

Er

MS-~-CC-RN 000000227048
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Services perform key
functions:

Revenue generation
- today, and
incraasingly crucial
In tha future.

+ Evangelism — RNU,
partnes prograrm

“gap filing™ for
custom solutions —
and all solutions are
custom today

Carrot for potential
customers — “we'll
Broadcast/advertise/
place your content
for free if you use
aur platform

24



Customer Segments At A Glance

Analysis

4 = Represents 7% of current revanue
1 » Buy servers, nosting, and consuliing services

+ Customars often unwiiiing 1o pay for Real sclulions
» Potential growth opportunity, but Real contnually iosing share

;{ = Represents 24% of current revenue

+ Buy servers and hosting sefvices
+ Almost none making money from streaming

» Many Intemet-only ICPs fahng in dot-com shakeout
+ Limited growth opportunity Real de-emphasizing

R EED

Adyeriser

o

+ Represents 18% of current revenue
+ Buy inventory on Real com, ReatPlayar, and ather praparhas
» Escalating efforts despiie global enline ad slowcown

~ Represents 15% of current revenue

;| + Buy servers and consulting samices

= Almest none making mongy from streaming
= Aggressively purswng as polential growth oppoirtumty

« Real salls well-targsted
and megsaged solutions,
not preducts

* Consulting, REN, and
parthers are used to knit
the products inte solutions

« Impact on
consumerfviewer is a
consistent, Immersive
experence

- Represents 33% of current revenue

| - Buy players and jukebaxes and subscriptions
‘| = Bulk of revenue from Player Plus

« Success hare drives all other segments
+ Piayer download/sales viewed &s saturated by anaiyst
community, drving move to subscripbions

« Insignificant current revenue

* Buy servars, hostng, and consuitng services

« Potential for growth as dot-coms look to strearming te drive
purchases

Gary Schare
Dave Fester (script)
Key Points:

+Drill iInto Broadcasters, ISP/Hosters, Enterprise and Consumers

MS-CC-RN 0000002270485
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Enterprise Segment

{1) Revenue Summary

(2) Key Market Data

Real Wins

= GE, Fadex, UPS, Godman
Sazha, 3Com, Boang, HP, lrel,
Lockheed Novel Pac Ball Th
L of Penn, U of Mach | Ced
Govl (GSA, DOD, DOG TVA)

Real Losses

= Wiliams CalTrans, ATZT, Bear
Stearma, Int') Paper CSFB,
Canadian Impertal Bank

Fighting

+ Apphed Malerals, Ford P&G,
oP Morgan, Nk, Sciwalb,

Analysis

- When MS engages
Real usually ioses
accourt

+ Real often loses on
pnea (Wiliams,
NIST)

 Real ozcesonaily
wins an K-platform
clients and servers

« None of Reats wins
are Iruly entrenched,
we can win mosifal

BofA, FirstUnicn back
Gary Schare

SM Starter Kit

CAPTURE IT Osprey 100 video-capture card, Labtec stereo headset/boom

- Tolal usage share
Real 41% vs WM 68% -- Ccl'00

+ Real's usage share down from
Real 42% vs WM 35% — Aprod

* Neither vendor enmrrengied as most
deployments are pilots or design wins

Toure Digits' MediaBuaness ra ks 1000

+ Reallcllows G5, dogsn | dnve

« Anatysls parcetve tris zhart to be
55% Wirdows, 45% Unix

« Unik threat 13 sericus, but future

Source Digisl Masdia Busirass Trane 10000

% 3 T e 1 :
32,628 $3 254 §3,560 $4.370] 514221
$174 214 531 30| s1on
3174 3214 5251 $209 3908
$2.078 §3 782 $4,512 $4.870 | §16140
T% 1% 8%
Fig.)
Source Hatss, ASSHC 26 EShTEES
Analysis
- Dedicaled snterpnse sales fome engages
withoul Micresott showing up - Revenue grawh
=« But we're showing up much more often siowing dus o
+ Continung problems canvnang compehiive and cost
enterprises ko pay for solubons pressure
- Often provide free software/senvices to
wIn BUSArESS
@ Customer WinsfLosses @ swot
Strengthe

« E e s saskenf
w3sulirg e

« remplats salbane

+ wpalm setves and clert

- Prca texhisty

Oppartnkiea

* Laven age Dnix pabionsiips
an the server

F Mgran onlorpnse Erowee:
o RaalNel~cape

r Canersie ravence b fund

| CAisuma cunilanl alhls

Weakrisnden

+ Dashtep & Wisnintertarencs

« Sarver coaliralati fy

+ Enferpnse ralabor shep-

- Pldfe mZulbivme, fua
expanEe

]'l'ﬁrm

= MS out ma~s Ragl In eid

b MS hamesses MCEPs

s ASPs move toward MS due
tochannel corflict

+ MS prowdas tatier
LU AL TV
Inbewm Alo

microphone

CREATE IT Terran's Cleaner 5: RealSystem Edition—Limited-time addition.

Real Is very
oxposed In the
Enterprise

= Channel conflict
pushing ASPs toa MS

» Saies force not
rmaking aumbers

= Customers unwiling
townte huge checks
to Real

= MS shops choosing
WM because It's part
of the OS5

K i ey Ve v

Software for batch-encoding and advanced filtefing capabilities
RealProducer Plus—Content-encoding software

BROADCAST IT RealServer Plus—Supports 60 simuitanious (sic) viewers
Upgrades and Support—A full year for each of your RealNetworks products

(worth nearly $1,000). This entities you to updates as we continue to
improve these products and aisc means that you'll be able to reach a

RealNetworks technical support engineer by telgphone should you have a

problem or question.
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ICP Broadcaster and Consumer Ecosystem

s
40 UBA based sales ropn

$90M {40% of revenue)

Consumer
10 sales people
$43M (33% of total rev)
Total growth currently at 4%
Premium apps and services

Free starter; then up scll
Opportuntstic struchures

« PlayerPlus Partners — 25% of ICP rev
-« JukeboxPhus | 2oy tior 1
« GoldPass I Exelusves
Pitch player supariority :
- AfV guality

'— Sull tier 2
SHIVICOY

- Feature integration
- Flash support

! ;1
[ k]

Advertising
15 sales people e ooy
18% of rev Loy
14,000,008 - ]
12,008,808 7
10,000,808 prae—
1,008,108 - -
BOORBBE |- e e rerm] | 4= COBL
4,008,481 Dail
!'m"": Jet=rr " | Advi/Promo data points {pasi. not sustaina
L I Advertising CPMs of $10-50
& & & Promoeiion Top was $100K / me
Slotung fee Top was $10M

Kurt Buecheler

Currently at 70 growih rats

* 17% of revenue

* RBN i1s $14M (40 ICP reps)
- NBP is $38M (35 USA reps)
* Rasellars = 25% of NSP rev
+ Focusing on new partners

CDN Industry quotes
+ CONM partnership success
caused RBN to languish
« Swr renewal price up to 8Xs
« Server growth appears as
fewer sales and high prices
» CDNs oversoid vs content
that showed up, ranawals will
be

Top Points made on this slide (Points form understanding-feading to conclusions later)

ik lbm

Why do I care about this slide BECAUSE

Speaker Notes...
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Global Sales Snapshot

RuelNervoirlee” Sales Onganigatioe

Segment dales (1100 | [ tmeravond Sales sy | |

ﬂuulMW}wﬂ

* Locsted in bome offices

Imhrect Sales {10) |
» Pt of the RealPuTuer program

|
| 1d
[ [t [ | et

[ rmé*—m *

Basic data points

Sales SWOT

= 230 Sales people wotdwide (71 vs DMD}
* SE ratio 1 2 or 1:3 to sales (similar to DMD)
» Focused sales investment
- International {§ new subs, +32% heads)
» Partnars (CON capacty, 18Vs)
+ Sagments {OEM, Wireless, Embeddad, Ent)
» Revenue {Ad sales Services, Enterpnse)
* Rok "easing off' 50 people don't leave

How they compete — in general

Strengths

» Partnarships with Sun (ste) pliers
laverage In sales resources

3] in playsr and sl =
business an their terms

+ One-Stop ICP services makas ¥ sasy
1o get involved

» Able to charge premium rais for
servicas over other SPs

» Sngular focus on Dighal Wedia

Opportuniiisg

» Re-buRd erterprise growth via Sun

* MOMeRtUm In amenging and it |
markets with limitad M& compstkion

¥ Leverages smerging market
modnentum Bach 10 harcir markets

» Co-opts MCSP channel to divert
W2K momentum

» Escalate PC and duvice OEM deals.
» Continue to be “less scary than MS™

+ Opportunishic on pnoing, structurg, terms.
- Levarage their strength, deals are one-sided
- Anything kut MSFT recommendeg
- Fersa ASPs to RealAWM panty pricing
How they compete - Enterprise
« Drrect engagement to close deals
= Prnimay media system for Sun, IBM, Linux HP
+ Foliow the OS — path of least resistance

How they compete - ICPfConsumer

Whaaknesses
» Chanrel loyalty low {compeiion)
» 230 sales reps for global migsion
» Many pariners, many are ﬂlhl
» Oftan ovarpromise and under dallvar
{poor exarution)
b Product issues
w Ne DRM
» \WMT i batter, chaapeF opt

= ICPs rejsct Real as competitor
+ MBS salkes engages: win on

+ Loga Intemationally, a non-global

Threals

+ hirastructions partner atlack RBN as
competior = eroded marging

cost/quallity

player Is anon-player

« Buy tier 1 .CP content exclusives - dnves portal

Real formear employee opinions

+ Offer her 2 1COP reach and "one-stop-shop”™
~ 4 |CP rev sources SW, SVS, ads, pramo
+ 2 ©ONS rev SOUCes prem apps, subscriphons

+ MEFT successfully heutrahzed all Real infrastructure deals
« 85% share clams afe maaningless/not true  But MS failad to refute

Dpportun\ty Compare Real vs WMT ROI {Real loses)

Kurt Buecheler

53 BEN- N PV N ]

By the end of this slide, you will understand that wg are greatly out-gunned in sales
resources. More than their 230 sales people (or 7:1 ratic to DMD), Real has
established partnerships with Doubleclick, Sun, HP, IBM, Red Hat and other that
extends their coverage to a much larger total sales force If a Sun reps only
identifies an opportunity

They structure their sale teams

Why do I care about this slide BECAUSE

Speaker Notes...

MS-CC-RN 000000227052
HIGHLY CONFIDENTIAL

28




Partnerships, Acquisitions & Investments

(1) Partner strategy &) Investment strategy
Partner for "hest of breed” component technology
»  intel codecs and RealPresenter (ppt) New initiative - first investment in Decernber 1998
+  Sony codecs » Wil leverage Actel far co-Investment opporunities
b Intertrust DRM »  Typcallydo not need to invest cash beczusa of
distnbutgn value and market position
Partner to coopt cust facing technalogi Focus on copdtechnology and infrastructure
»  Apple (serves as ongin server for Quickhma} »  Areas crbeal to success and competitve advantage
r  Macromedia (flash integration into player) »  Value to fighter integration without assuming ownershie
¥ Microsaft (icansed MS Audio for RealPlayar)
Recent Investments:
Partner for ABM distrlbution o e _pjsaam pa ey [Ty v o=
T T e T R e e T
» ACLINetscape oo iy Wlapuee
» SUN,‘ISM[HP ':U’"x) umm;;:m g 1 ! resnagermiar] toa s ke ReaCenar PBML;:vru‘Il;l Bird o &1
s el

» Red Hat {Linux}
() Acquisition strategy
Partner for non-PC device disitibution

b Noka (ceil phores} Acquire technalogy to fill strategic holes or enable core
» Panasanic (portable players! ServIces

Partnar for network distribution Use stock as pilmary acqulsition vehlcle

b PanAmSat Recont acquisitions:
] MCI Arnounce  Compaiy Foiun
pats name | mudsum 4 Reat mmsm .}
¥ Enran R BT Vi SRR o ng 33 eE oo o e
et 1 e erragin “Cvari e o431 A e
Januan, 0c vep INTMET oK TICA0 MANAGENETE 80 LIEY SINMATE REIFISEr 10 MICE
Juy O MABSOHE  FLSOY yyens Magaior Rarl ¥E 5 N

Partner for major content
» matter

TS S .

i MesmaroRpRE i e ia:

29

MS-CC~RN 000000227053
HIGHLY CONFIDENTIAL




Partnerships and Alliances

MusicNet project [Cade named “Havana™]
Real as a Aug ofVidea service provider
Target s serving Intermet entertainment srtes
Compates with Alllance, Amplifieg, Riopert

(5) Real partner quotes
"I percerve them 1o be ferceful, sneaky, and backhanded”
“It's a tightly run arg Run mildaniy”

'GIGANTIC push to obtain {pay) for content in Goid PRgs " coura

(1) Key Partners (3 Partmership SWOT
*ACL Reat only In AOLG, Spirner (ACL In RealPlayer) Btrergihs Opporiundics
Lcts af Real content, AOL proma in RealPlayer + Noki deal gon Real 30% of « Laverage Sun, IBM, HP relationships
«Sun Sales Streaming ongin server, Lnx Real Player (7)]  market and thbugit lsadershp with tafecas
= UJnpt Bundies with IBM, HP and RedHat + Noksa proposdd Real 3 WAP = Standards bodies admily, ncluding
- Intel Codec development and RealPresenter {co-dev) s:nuam. adufted fr EPOCH 33, Bluetoath, Wac tlar ML)
+ Earty momanti in market + Get Real embedded in Noka
- Bony Codecs ranging from low-bit audia to high bt vides share and adk ‘aevducts
+ Nokia Wireless streaming + Large sase ofICP content man | + With ASPz, build digtal media
+ Appla Streaming Quickime from RealSarver assetand hes solmons wiih bundlectree sapatiity
. - Juketox shipajwidety wih MP3 | - Acquire Packetvideo or
Macromadia Flash integraton dewces e ¢al phones) soleSrazmng
Weaknessen Threats
@ Featured deals * Real campeteswth COHs and + Topokegyi strength vanes by bbeale
. ASPs with RI » Umeven 2ot tatrain, suppon and
ADL To AOL $20M, unlmited servers, free custom . Rele with (CPs et e SPAE
player with no RealPlayer branding, 1009 ad rev Mp:g,p"" . ASPs see MSFT as beter
To Real dist, marketing upgrade revenue(?} * Mo DRM soldfon buik-in partrar/ROA
= No embetded vereon of REAL » Ewstung Mwcrosof relanarshps with
* Sany To Sony Atrac3 above 8dkbit, 328Kt sayrce std player yel o stk ;‘?E; :‘:::;%“Dﬁﬁ:e:cwm
+ Arqursmons harder . o P 8
ToReal RA <84kbrt, embedded devices, content -~ REAL cadecagne p ary + “Stasdards” e g MPEG4
= Coll wil support only ona player

£ Ly

EMEA 4 12 20

SPAR™ 3| x| m
LATANT 1 1 t
ASLA z 5 a
JAPAN 3 0 | 20
Tola B | m 104

., SPAR=AY, CA LATAM= BR A

]

éPélf

& &
FEFSSS
5120|580
n -] [+] 5 5 [+]
1 1 |ef2f2|e
2, 2 =] a 4] o
s 15| 0 7 3 7
| wm| o[ m| ®]|7T

ASLA= Gsater Chine, Sihgapare
DiIC B DM gameml tracking and ntendees with industry partners

Top Points made on this slide (Paints form understanding-leading to conclusions later)
1,

[Sa B S PR N ]

Why do I care about this slide BECAUSE

Speaker Notes...
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Marketing Overview

@ Marketing Organization (3) Brand/Advertising
2 ] ’?i;’fﬁm « Brand identrty is strong and well-implemented
¥ 22 » Unauded (ow, but averall awareness grawing rapidly

5 + Unalded oniy 10% (WM at 5%)
1 = Total up from 30 Lo 41% since 4/00' (WM at 54%)
o + Da it dominate the market in consumers' minds

4 * 1% of users ste Real as branc leader (WM 10%)
« Print ads for businessiindustry, onling for consumers

: L « Gpent $2 1M on pant?, $2 5M online? last year
! 3] :t‘:’M Sauce 'PMD Corsurer Trackar 4,00 Zad Relavence “CMF intaralh

@ Events/Keynotes
@ PR Summary = Budget of $10M (vs. VS-CMD $2 1M)
= Participate in approx 65 shows per year
» Largest presence at NAB, Int World, SM East/West
{Keynote), Comdex, Oig Hallywood (Keynote)
« Annual Real Conference (3 days) - $3 2M budget
+ $500K n sponsarships, $700K exhibit fea recovery
{~80 extubriors), $1M reg recovery $1M own costs
- Sponasors included Sun, HP, Intel, Oracle Lotas

» News Moved from "daring” to neutral coverage
« Business press, tech trade coverage predominates
+ Little pickup by consumer, mus c/antertainmant pubs
+ Reviews Fewer reviews (and fewer wins) than WM in CYQ0D
+ RealPlayer 8 Win, 3 Tie, 5 Loss
« WM Player 15 \Win 6 Tig, 4 Loss
« RealSystem 3Win, 6 Tie, 2 Loss
« WM Tech. B Win, 4 Tia, 2 Loss

« Analysts stll consier Real the plonear/leadsr in streaming RealPartner Programs
media space though doubls ara surfacing .4 Tler'@ ram {all slart at 1 with $g495 fea}
+ Doubts inciude warth of subsznption service, siw business, . Ldllelp 091 &7 web . "
overall con pettiveness over Ianger temm . LW: 384 ‘(‘:sp)i:;;ngeez by 10 Reps
= 485+ partners in pragram, vs 450 for MS
- Benefits

« Asgaunt managers for top partners (10 for level 314}
- Web resources, traiming, support raal-conferencs

Gary Schare
Dave Fester (script)
Key Points:

s«Substantial marketing headcount and budget compared to MS, but they lack some of
the infrastructure that we can leverage

*PR tide has turned against them somewhat; MS preduct improvements, combined with
business sustainability doubts beginning to show in coverage

sVery usable brand, but awareness still quite low

+Huge event spend and very successful yearly conference; MS can leverage corp
presence and events (teched), but Real looks “dedicated” to digital media

ePartners at this point have little loyalty to either of us from a program stance. While
they are providing status-quo with partners, we have the opportunity and experience to
win with a long term vision for partners by putting the necessary resources and focus on
partners as our extended selling force. The henefit of doing this Is winning partner
loyalty, trust and hearts. By not daing it, Real can turn-on a dime, focus on partners and
kick our tail in this space.

+The partner space is one area where with a little mare.focus and resouces, we could
claim victory.

Advertising/Brand Strateqgy

*Brand identity 1s strong
«Logo clear, clean, readily 1dentifiable

31
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Continued from previous slilde. ..

«Advertising consistently reinforces the same look and feel, both in online and print
sHowever, Real does not dominate the market in consumiers' minds

«Only 10% of web users characterized Real as abrand leader (vs. 11% for WM,
23% for MP3)*

«Ranked #2 in selection of content (behind MP3), #4 in video quality (behind WM,
QT, MP3), and #4 in sound quality (behind MP3, WinAmp, WM)*

+Only 45% of users are highly satisfied with Real Player (vs. 33% for WMP, 55% for
QT
«They use print advertising to reach business and industry, and online advertising to reach
their end users

«Print advertising

+«Spent $2.1MM last year, primarily targeted to business (including Business
2.0, Wall Street Journal, Industry Standand, Wired, and Red Herring) and
industry (Billboard and Information Week)**

. Online advertising

» Spent $2.5MM last year, primarily on music, news, sports, and portal
sites™*” .

Campaign Analysis: Real 8 Launch

* Launched Real Entertainment Center on May 22, 2000.
Consisted of Real Player 8, Real Jukebox 2 and Real Download
4.

+ Ran fuil-page print ad on launch day in the Wall Street Journal,
New York Times, and other papers.

» Messaging focused on: only "all-in-one" integrated suite, best
quality audio and video playback and overall market leadership.

+ Claimed 135M registered Players & 35M Jukeboxes in 2 months
+ Claim to achieve 200,000 new Player users every day

32
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Political & Policy Strategy

Strengths Oppertunies

Credikle Senate champion Convince fad, state, and intl authonbes fo prohibit
Fotentlal “victim” image “tying"of DM} into OS.

Welcome in ant-MS alllances (S118) Weaken MS m;lpporhns ant-M$ coalition efforts
“Progressive” image to media Encourage 1 lon against MS, regulatory restraint

{or protection.of Real)

Avoid mergarand regulatory scrutiny by postraying
Real as threadpaed by MS (aka Netscape and AOL)

Politically active execs
Pesifive philanthropic image

Weaknesses Threats

HNo consistent DC or siale cap presence {until May 01) Prvacy faints threat derdog image

Partisan Subject to political and regulatory problems as cantent
Image problem re privacy provider

"Loose Cannbn™ axacs

Rich Lappenbusch
Top Points made on this slide (Points form understanding-leading to conclusions later)

QIR

Why do I care about this slide BECAUSE

Speaker Notes...
Move out standards and patent stuff...

Glaser testifled agalnst Microsoft before Senate Judiciary in July 1998 and lobbied Sen.
John Kerry on a February flight from Davos. He may also be in contact with Senator
Hatch to allege anti-competitive integration of Medla Plgyer. Becoming a more active
member of SIIA.

Maria Cantwell Positions held
Vice President of Marketing
Consumer Affairs Executive

Senior Vice President of the consumer and e-commerce
division

MS-CC-RN 000000227057
HIGHLY CONFIDENTIAL




Continued from previous slide...

Political Activity
Promotes laws to protect internet privacy.

Supports expanded immigration visas for foreign
workers.

Successfully opposed the “Clipper Chip”, a Clinton
administration proposal that raised privacy concerns.

Didn't adopt a trademark issue during her two terms in
the legislature.

Campaigned for then Sen. Alan Cranston, D-Calif., in
his bid to win democratic party nomination for
president in 1983.

Elected to the Washington state Legislature in 1986.
Elected to the 1%* Congressional District in 1992.
Voted out of Congress in 1994.
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How Real Will Grow

Past
U.S. Focus

& Bulk of revenue fram
Player Plus, Servers to
ICPs and Hosters, Ads
oh Real properties

+ Growth slowing
dramatically due to
player saturation & low
upsell rate, low uptake
of subscnption services,
ICP segment saturation
& shakeout, and online
ad downturn

+ No short-term fix to U 5.
problems; must wait for
proadband rollout and
widespread acceptance
of content subscriptions

Present
Int’l Focus

+ Opportunity to
implement U S first-
mover advantage
internationally

+ Can generate 2-3 years
of “expacted” grawth

+ Wil eventually saturate
Just like the U S.

+ Buys Real tme until new
business models (e g.,
consumer cantent
subscriptions) take hold

Future
Monetize Base

# Turn huge worldwide
installed-base of layal
users into revenue
streams

+ Warldwide focus on
expanded consumer
subscnption services and
software up-sell offerings

+ Makes Real a mare
attractive acquisition
target — AOL woulld love
the int'l users and high-
traffic properties

Bt 9308 o maimits pu s s
W Mam

i Bondons. Fcnifiche el iotomb] dinel Gri i

3

Rich Lappenbusch
Rich Lappenbusch (script)
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Comparative Strengths & Weaknesses

What does Real do well?

Gaining content inte their format
Getitng players distributed
Dedicated focus on digtal meda
Partner with ABM

Staffing to meet market demand
Integrating other company's code
Managing public and press perceplion
Cross-platform

Ship rapidly and censistently
Providing End-to-End solutions
MP3 and other standards alignment

v T VY W v o w ow ow o w o w w

What does Microsoft do well?

» Enterprise sales & marketing

» Digital Rights Management technologies

» Bring the Microsoft name te the table

» Write more stable and usable software

» Invest in strategic refationsh ps

» Dernonstrate platform leadership (PocketPC,5TH)
b NET loadership

Where is Real exposed?

» Revenue growth siowing

» Competing with partners and customers

» Relying on 3 parties for care technology

+ Organizational health employee compensation
¥ Privacy concerns

» Enterpnse credibility

» Market valuation

» Users hate "desktop clutter”

Where is Microsoft exposed?
¢+ Preduct ship cycles and lead time

b Limited cross-platform support

» Not parceived by public as facused on DM
¢+ Public policy via ABM attacks

» Low brand awarsness around DM

» Very late tp launch digital media seraces
» MP3 and atandards alignment

MS-CC-RN 000000227060
HIGHLY CONFIDENTIAL

36



Issues And Recommendations — Global Sales & Marketing

RECOMMENDATIONS

INYVESTININTL \
SALES/MARKETING

OF DIGITAL MEDIA

Issue: Market belioves
Real= Streaming Madia

Need increased mind
share

» Include WMT as dore Jihad inside of Whistier roll out

* Gel digtal media metrics on the subs GM scorecard

« Include WMT melric in NSG, IBC, EPG business group
objectives and inihatives.

OPEN UP PLATFORM
AND PROMQTE
EASY INTEGRATION

Issue Real challenging
desktop and emerging
platforms

Need coverage of
developing market

* Build OEM customization and branding pack

* Integrate WMT inlo wireless engagement jihad

* Fund “YWMT inskis program for co-marketing and WMT
brand awareness

DEEP
MSN
INTEGRATION

Issue’ Real “buying” tier 1
content at prices for
which we can't compete

Need fight battles we can
win on our terms

* Win the corporate segment to protect and axpand
engagements.

» Win International markets so we are competing with a
{ess-than-global company

+ Lot the content baltle continue with low investment as a
war of attrition

PUBLIC POLICY

Issue Strearming not
easy to implement in
LOB operations

Need greater solution and
partner base

+ Buldd sample application 'jumpstart packs" targeted at
vertical industries,

+ Establish global MCS SWAT team specific to
WMT/Digital media Establish! train certfiad WMT 15V
channel

+ Greate and fund WMT good housekeeping seal with
application testing and porting centers

ol Bl ittt Bl s 1 e s
il iiieo datadd i 49 e e ey

Rich Lappenbusch

Top Points made on this siide (Points form understanding-leading to conclusions
later)

N

Why do I care about this slide BECAUSE

1. MNicrosoft has |ittle ongoing effort in understanding RealNetworks as a competitor and how they collaborate with our
other competitors. Establish a point of contact to track competitive wins & losses and
benchmarking with RealNetworks. Empower that parson ta call stratagle ad-hoc meetings to discuss changes [n
marketplace and competitive landecape.

. Not a ance-a-year actvity. We need to understand, react and engage near real-tima.

2. Intarmnal coordination - business modeling, service deslgn, go to market, partnering and messapging must be

coordinated among MS groups to fight Real + MS Competitive threats #nd maximize MSFT revenue  MSN monltars

RN’s shift in emphasis to content derived revenue services,

Windows marketing and International GMs recognize how they can use WMT to get into UNIX accounts.

Expose their privacy voliation, in forwarding enterprise sarver maps.,

Guide becomes format newutral content guide site

Content guide sita opan to all formats that promotes WMF flles first In prio sort

Market approach - should target content providers at low end of the market

Industry needs standard for DRM

DRM |P Peace

Cmpmg s

MS-CC-RN 000000227061
HIGHLY CONFIDENTIAL

37



Issues And Recommendations — Extend Platform

KEY ISSUES

REGOMMENDATIONS

INVEST ININTL
SALES/MARKETING
OF DIGITAL MEGIA

+ Real is aggreasively enabling solutions
and embedded streaming devices that
we can't match

» License orighy servers o7 devices
~ Allow thud perty cache/proxy servers

Real bulds more complete snd-to-end
solutions that Microsolt doas

» Work with pavtners 1o build selutions (for example, contertt
production, sbving, network management, and Ecaommerca)

EXTEND PLATFORM
AND PROMOTE
EASY INTEGRATION

+ Real has a much better unversal, nch
interactwe platferm, so they can reach
all mac and windows machineawith reh
advertising and content

« Beel up (maybe) Unwx, CE and (crucially) Mac chent efforis
currently oni X paople an i Singe our platform nciudes the shall,
we would ntho Anprove cross-piattorm browser support.

» Engage Interdet Explorer team — we cannot beal real in this area
without 2 rﬂllni Mac JE — SMIL, flash, scripting

Real's platform i eagier o develop for —
there's one all-encompassing dikent with
few incompatibliities between versions
s there are no browser/piatform issues

= internally, nesd to engage Dev tools anc windows to produce a
fich meda devlop toot that
>

CEEP
MSN
INTEGRATION

Real usas REN 1o gain scale for radio,
video offerngs

Real s consuiting senvices allow them o
buid out-gFbox streaming solutions e
can't match

» Create most gitractve CDN feeder/manager for premiare content
partner

~ Bulld and promote NET media senvices In the payer and platform

» Create consultng services to help partners implement our
producte/sanices

Microseft DRM, potenbially a huge
advantage, isn" getting much traction in
the industry

» Builet ternplaﬁ Ecommence saluton to show parners how makes
DRM experience better
» Meed an MCS SWAT on CRM

PUBLIC POLICY

_,
R
e

mogir, ooz - -
g G, BB 46 s pae
SETIE R

Rich Lappenbusch

Top Points made on this slide (Points form understanding-leading to conclusions

later)
1,

|51 I N VT &

Why do I care about this slide BECAUSE
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Issues And Recommendations — Deep MSN Integration

KEY ISSUES RECOMMENDATIONS
+ Real has butt 2 workd class nch + MSN offers 2 wordwidellocalized medis portal that offers best of broed
INVEST IN SALES media portal Ihat they are alresdy music, films, and geamad in all major mecn markels, languages
& MARKETING OF siarting lo Monetize with their + Inegrale MSHN Mowies, MSN Music, Zane and Windows W edia com into a
GoldPass subsenplion sanvics singhk wasy to browss riph madia emaronment, not just more crannels

JNGITAL MEDLA

MSN offers subscnpion media senices

Forus our media effortson broad distnbulion seraces, nol production
Ruild1he atemative 1or gl pariners Io the AOLITW 4 Real dislnsution system
Buiid strong distribution pertnerships wih labals anc studios

Markel this new distribubion service agg-essively to sorsumers

Tightly Integrate Mars with MP and eH olher content services

Promote and inlegrate \SSN media and serices in the player sxpenance

+ Asnchmede content and related
portals dominales more and more
of the Lse"s daly expenence,
users will grawlate foward nch
medis porteis and our brand
relabionshlp (Windows and MSN)

| | GFEN LR PLATFORM wilt erode Promote thirc party chasnel file optimizations for WMT and NET
' AND FROMOTE invest In cantent delvery services now Move faster on MSN Music, Movies
EASY INTEGRATION Design interfaces that fRisal cannat steat MIME ypes in Mars
+ We are relatnosly inte lo market + Recognize cost of amiving Iate to market and lock to nexi generation of
when wa launch digital media content senvces we canbeapfrog them (ORM, P2P kocation senacesh
services + Executive commitment o understand the media Industry
« Creats the jading mowvip vertical as & bndge to a broadband movwe
) \ marketplace
DEEP MS-wide comemitment by Windows Media wortdwice including US
MSN MSN orograms high quaily media gudes into MP & browser for WW rarkets

Gail on the GM scarecasdin the subsidianss for prormetion of player

Focus on internalional promotion of the WP ortihe M3N & M3 com sies
Crive upgrades off Micnpsait com cover page in al major European markets
Create mobile media opbmyzea conlent portal

Meda is stil too difficut to hnd Oplimize M3N for mediy searches prioahizing WMWF and subscripion coment
+ Tune ihe OS5 lo offer prgjctve approach to media svailabifty elaris by

personal choices (MSNBC NewsAlar)
- Prederred contert relalionships = We want media launch dme advantage to dnve format adopton and
PUBLIC POLICY (e g speciel and deep markehng consumer usage  Highdsl degres of consumer interes! in new content
/ advantages induding = Buiid s0ld relationstipg wih conlent praducers o they push while we pull

‘; « Real has broad international reach
INTEGRATION /

Invest in new WMF optmuzed programming for MSN media services

Rich Lappenbusch

Top Points made on this slide (Points form understanding-leading to conclusions
later)

1.

O oa W

Why do I care about this slide BECAUSE
~Real has built a world class rich media pertal that they are aiready starhng to monetize with their QoldPass subscription service

MSN offers a worldwide localized media portal that offers best of breed music, films, and games in all major media
markets, languzges
-Integralte MSN Movies, MSN Music, Zens, and Windows Madia.com Into a single easy te rowsa rich media environment, nat just more
channels
-MSN offers a subseription madia service

-As rich media content and related pertals dominates more and mare of the user’ 'g dal!ym:‘erience. users will gravitate toward nch media
portals and our brand relahonship will erode resulting i negative impact on Wind Facus our
media efforts on broad disbuban services, not produchon

«Bulld the altarnative for all to the AOLITW+Reat distribution sysiem

«Build strong drstribution partnerships with labels and studios

*Market this new distrbutlon service aggressively to consumers

«Tightly integrata Mars with MP and all other content services

«Prorote and Integraie MSN media and services In the player experience

*Invest in content delivery services now Move faster on MSN Music, fund MSN movies

«Design Inetfaces that Real hijack MIME types in the Mars

*Real has a broad reach naw and 1s growing mternabonalfy very fast MS-wnde comm tment 1o Windows Media worldwide including US
=Build high quality media guidées into MP and brawser for all major markets and related hguages (26 taday).

+Get on the GM scorecard tn the subsidiaries for promohen of player

*Focus on international promotbon of the MP an tha MSM & MS com sites

*Drive upgrades off Microseft.com cover page In all majer European marksts especially Swaden, [taly, and Netheriands

*Create mebile media optimized content portal

*Real usag REN to gain scale for radia, video offerings Create most gttractive CON feedar) Ager for p

partners ang salaciad avemts

MS-CC-RN 000000227063
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Continued from previous slide. ..

+Use Windows Updata Infrastructure as

~Create consulting services fo help ISPs adopt and Implement our products and services.,

“Promote .NET services in the player and platform

-Medla is still toc difficult to find Optimize MSN for media searches prioritizing WMF and subscriptlon content,
“Tune the 08 to take proactive approach to media availability alerts by personal choices (MSNBC, NewsAlert)

e are late to market when we launch digital media related sarvices Recognize cost of arniving late te
market and look to next content services we can leapfrog them (DRM, P2P location services)

‘Create the leading movie vertical as a brieige to a broadband movie marketplace

“Why are we always so late to commn commitment at high level, too much time spent on education of execs. vs
proposal. Rob doesn’t need to be educated, he wants to move fast, ho afraid to trial, 5 peopie a year ago, vs. trying ta
play catch up later.

“Executive commitment to understand the media industry

‘Promote third party channel file optimizations for WMT and .NET (filmspeed, rolling stone, etc.}

-Preferred content relattonships {e.g. special and deep marketing advantaged including We want
media launch time advantage to drive format adoption and

*New stuff has higher degree. First week preview only in WM, Build set of exclusive programming on MSN promating
WMF optimized events and content. [MSNBC live, NSYNC, etc.)

“Bulld solld relationships with content producars 5o they push

MS-CC-RN 000000227064
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Issues And Recommendations — Public Policy

QOPEN UP PLATFORM
AND PROMOTE
EASY INTEGRATION

PUBLIC POLICY

KEY ISSUES RECOMMENDATIONS
—\
INVEST IN SALES = Real Is masterful at managing = Commk people, monay, rescurces, services 1o capture imind sha‘e
& MARKETING OF ; public perception of the aigrtal and establish Microsoft as a leader n digtal medra technology
DIGITA_ MEDLA media space development ard format usage

= Develop and strangthen relationships with industry coaltans

« M3 has oppostunites to jon
industry-wide efforts to pomate
policy an content regutation and
other pricrties

« Hig hhght industry cosperation of policy (e 9 content regs)
* Encourage Real & competitors 10 wark for pro-industry poticies.
« Focus on making techmology evallgble to key nfluentals asap

Real appears to be preparng a
polcy and pelitical campagn to
encourage federal, state, and
international law enforcement to
probibrt the Integration of DMD

Real Is opening a government
aftairs office in DC Sprng 2001

+ Apply lessons from Naistape and DOJ poliiical campaipn

» Educate lawmakers, eilies, and third parbes on industry technology,
higtory of MS and Real ecmpetihion and consumer value of itegrated
features in OS

= Def ne Real as aggheasne competdcr, debunk “vichm® stalus image,

DEEP nto Windows and/or encourage and expase prvacy problomas through third parbes and grassroots
MEN reguiatory overaight over MS campaigna
TINTEGRATION

= Utilze rapkd resperas Wam o discourage distortion campalgn

» Engage fnendly trade associabons and parners to teil our siory early,
highlight efforts to work together on common ndustry interests

» Allowr Real to margmelize iself poltically (1 ¢ iet Rob be Rob).

= Work with PR to frane poimcal and policy issues for general public

Anticipate anti-MS political campaign aml promote pro-industry policies

By TS 6 e o]
Rl e :

Rich Lappenbusch

Top Points made on this slide (Points form understanding-leading to conclusions

later)
1.

O AW

Why do I care about this slide BECAUSE
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Quotable Quotes

"Qur expenence shows It growing a lot faster than that. 12 maonths ago Real was 0% of our audience and MS 10%
Tcday the opposite 1s true  Locally MS have been very active in encouraging take up of the preduct whilst Real don't
seern 1o know whether they are a software, services or media company and are leaving a trail of confusion behind them ”

- Jim Stewan, whoopt 1et, Austraiia

"Real has not convinced me &t all that they will suceeed n penetrating the internabonal market. In fact, we are tefiing all
of cur clients to avcid Real stock et all costs. We believe thair only hope right now e to be Bought out by someone like
AGCL Althaugh, | have yet t¢ heaar any solid rumers on that front '

-- Analyst Merril. Lynch

Rich Lappenbusch
Top Peints made on this slide {Pgints form understanding-ieading to conclusions later)

Yok e

Why do I care about this slide BECAUSE

Speaker Notes...
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Industry Strategy

Strengths
Ahifity to set standards — both streaming format and
SMIL
Embraces multiple platforms, formats, DRMs
Macimosh, Solans, Linux, HP Unig, AAC Ligad Intertrust, Flash, erc
Quietly establishing anti-Microsoft alliances
Actively participating in v organizations
1WA, DitdA and SIIA

Cpportunitles

Formalize ADH, relationship with cross-ownership
Collaborate with Sun, IBM, and InterTrest on new
standards

Grow the Apple relationship

Selling content subscriptions

Weaknesses

Real competes its customers in promaotion of its brand,
its content, its user exparience, and its netwark

Cut-throat husiness practices has created litle loyalty
and bad reputation

Embsace of MP3 has allenated some iabels

Threats
Privacy groups expose usage of data
Site pnvacy mbdyre within the Real group of sies aurfaces
Microsoft starte i build intdustry partmerships that
drive Windaws2000 usage of WMT

WMT wins widespread adoption

MPEG4 wins widespread adoption
QuickTime wing widespread adoption

Rich Lappenbusch
Bill Spencer {script)
Top Paints made on this slide (Points form understanding-leading to conclusions fater)

1 Here is a SWOT analysis:

Strengths

1. Real is setting standards - few ICPs feel they can offer a credible streaming service
without offering Real and many are exclusive to Real. Also, there are more ICPs
using SMIL than aimost any MS web-based standard. SMIL is the standard for
synchronizing streaming media and text.

2. Real has created a more open platform than MS - by supporting more clients
(excellent Mac has been very important for winning over the entertainment industry)
and more 5ervers {somds uns nruny, and offering a more plug-able interface so AAC,
Liquid, QuickTime, Flash and InterTrust

3. The Real iQ System, announced 12/11, 1s supported by the who's who of the
streaming biz and the ABM crowd. Akamai Technologies, Deutsche Telekom, Digital
Island, Enron Broadband Services, IBEAM, Intel IMS, Madge.web, Mirror Image
Internet, NET-36 (a PamAm&Sat Company), and Speedera. Technology companies
supporting RealSystem iQ include Adobe Systems, Avid Technology, CacheFlow, EMC,
F5 Networks, Hewlett Packard, IBM, Inktomi, Intel, Lucent Technoleogies, Macromedia,
Net\évork Appliance, SecureMedia, and Sun Microsystems. AQL and Apple provided
quotes.

4. Another strength is Real’s participation in the ABM ¢onsortium and industry
organizations <not my points so I don‘t have a lot to say>

MS-CC-RN 000000227068
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Continued from previous slide

Weaknesses
4. Real’s business model to get to its current positign has moved from being'a

strength to a weakness, Asmost of its customers are under severe financi
pressure, Real’s competitive nature is working against it.

2. It has alienated customers with its sharp business practices and support for MP3.
Opportunities

1. Real needs to partner in the consumer space to take its business model to the next
level. AOL i5 an obvious choice, but also Bertelsman or any major label or studio.,

2. Further collaboration with ABM to establish standards is another opportunity.
Threats
1. Real could lose users to continued privacy problems

2. To the extent streaming becomes part of the o eraltlng sgstem - eithes‘ WM formats
QuickTime or MPEG4 -—it will make It hard for Real tocharge separateély for software
and content promotion

Why do I care about this slide PECAUS Real is vulnerable to extent it cannot set
standards or extract a tax from its business model.

Speaker Notes. .

Place in other Policy slide:

Glaser testified against Micrasoft before Senate Judiciary in July 1998 and Iob,bi_?% Sen.
John Kengr on a Fepruary ﬂl%ht from Pavos. He ra? also be in contact with Senator
Hatcrtnjto ]Icle iaAanu-competl ive integration of Medla Player. Becoming a more active
memper o .

Maria Cantwell Positions held
Vice President of Marketing
Consumer Affairs Executive

Senido_r I\Ilce President of the consumer and e-commerce
ivision

Political Activity
Promotes laws to protect internet privacy.
Supports expanded immigration visas for foreign workers.

Successfully opposed the "Clipper Chip”, a Clinton administration
proposgl thar raiseg priva[():e concerds.
Didn't adopt a trademark issue during her two terms in the legislature.

Cama)arg'gi;ned for then Sen. Alan Cranston, D-Calif. in his bid to win
emocratic party homination for president in 1983,

Elected to the Washington state Legislature in 1986.
Elected to the 1** Congressional District In 1992,
Voted out of Congress in 1994,

MS-CC-RN 000000227069
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Marketing Expense Breakdown

Key Findings

* Real spent approximataly 32% of its net revenues on macketing in the past four quarters, approximatelya
10725 increase from the same time period the previous year (Q4 1998 - Q3 1999)
+ Real's increase in marketing expense over the previous four quarters japrimarily due to 4 factors:
- I'he hinng of addtional markehng FTEz
- Addhtional consulting and market rescarch cxpenscs
- Increased advertising costs
- RealConference and RealConference Enrope expenses
« Real's S60MM dollar marketing budget in the previous four quarters can be broken wto three categones
- Adverhsing ( -520MM)
- Fvents and Tradeshows (~$10MM)

- Other* (~831MM)
WW (vergll Marketing Expenses o v
Total 04 1989
Q4 1998 Q1 2000 Q2 2000 Q3 2000 -
Q3 2000
Total Marketing
Expenses $10.8MM $14.7MM $17.6MM $17.9MM $61MM

CHher mcludes. salanes and
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Marketing Headcount Breakdown

RealNetworks' Marketing Teanss

(125 FTEs)

Copspmer Apphances (5)

w» The Cosnsutrer Appiince
dimzian’s ~5 amployeas ARy
focusad on emerging Fast prockact
divisions (I &, mobile tavize
spphcalions)

Notap (¥

w Thero am also 5 marksbog
BMplyees focused or MatZip

[

et i

MS-CC-RN 000000227071
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Mgzda Systems Consuner Markehng International Marketmg Professional Services E-Commarce Business
Market.ng (207 (40) {30} Marketing {10} Marketng (3}
» Each promuct line - ) + Real s reglonally “sReal's Professional » Real's E-Cormmerce
frae faaced Consumer Prodycts (30) wepamizad, Sarvices Rusmess. markeling team 1s
P international Uit 13 bl ar
AT Rr Products o P

persomel “3“‘3’ X v rketing leam is for driving Reai's driving onfine sales

w e, Pealsene, focusad on product ines :":t'ﬂ'd with services markeiing

Assl Tacte z eting il Real
I e, RezHukebex, ReaiPlayer producteto speeric
plobal reglens
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Standards Organiiations Strengths & Weaknesses

Real’s Strengths:

» 3GCF
wiNew organization co-foutrded hy Nokia &
Ericsson
wLast meeting was hosted By Real in Sexttle
wReal rs pushing for use of JETF Standards

wReal recimology to be developed for Nokia
phones

Microsoft's Strengths
» 3GCF

wNewly announced relationship wiah NTT
DoCalo o deploy Windows Medla Technolog
(WMT) in cell phones grves Microsoft @ strong
presence in mobile world

wPendinng deal with Ericsson ta adopt WMT wilf
further enhance Microsoft presence.

» SMPTE »MPEG
wSaine discussion of uswg Real’s technoiogy » ITU-T advanced video experts group {chaired

. e P by Gary Sulffivan) may subnwt rts new H.26L
for high quakty digital cinema appiications technology to MPEG for tasting

Real’'s Weaknesses Microsoft’'s Weaknesses

| r 3GCF » SGCF
| wReal has beon passive in meetings and is not wiMicrosoft Is strongly cutvoled on propasals for
taking a feadership rola E] k ag and Ity rerfes

» MPEG wNokis dominates the proceedings; Microsoft's
w Real has attended only T meeting relatienship with Nokia is waak
wTogether with intel, asked MPEG to adopt
RealVidea 8 withourt alteration (not standard
procedirre}

r SMPTE
wNo real traction

LR
aiedy YN HER
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Revenue Mix

During G188, 106% of
2 Revenue Breakdown / :d;:mrm revenues

:D% n;rdvollﬂzars Adson P, Cumenily has 1015

om @1 carvled pver domestic CON sustomers
to G2, under 5% of —*  Juhebox . +——— and 310 Intemational
advortisers ars 13% CDN customers
credit challenged™

50% of Plus usars buy 1-year Realplage
malntenance contracts for $20 luvnr stFﬂr
$75mim of cuMUIative revenus)

ZQU0 represents last
fquarter of MSFT

Pro . {recognition
Hac 85 omployseswithn -, p
Professional Services grous

175 RBN customars, 300% year

over year revenue growth content

4———Favahus amortization

Owar 2 5mm RP Phs users and

. 0.5mun ®J Plus users (2% upgrada
4—— ratlo); sharper picture, clearer

sound, with by ightness and

canlrast function, propriatary

20 Analysis

GConsumer licensing down as percentage of revenues from Q1

%) due to launch
Systems and CDNs accounted for most of licensing revenue gr
Advertising revenue up 41% from &1, now accounting for 19% (up from 16%)

Sarvices revenue up 17% from Q@1

mu-n: Bur sl:m Inberview, csFB research, and Merrlli I.yneh ruenh

g ﬂ\’ ’gi%“ "‘ﬁ?‘”‘”‘

Denmark West
Denmark West (script}

Tep Points made on this slide (Points form understanding-leading to conclusions later)

MohwN e

Why do I care about this slide BECAUSE

Speaker Notes...
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Wireless ; w
@ Key paoints @ Top wirgless device manufacturers

+E g SohdStrearning (MY start-up, Teeused oh wreless
streaming soltions) (source W invastort i

~Digtal Media 13 seen g5 B killer applicahor for 3G wireless [ Digital media solutian
. - I H
d?g‘ﬂ:z,‘d;‘;};nm:-’os‘ cell phones will oty support an Notaa ' Real Pleyer for EFQC smart phone,
| proposed G2 as Blustooth standarg
+NokiafReal deal has gained thought leadership ‘
-hokda dominates worldwide cell phone market with 30% Wotoroa: ‘ TBO
market share & 24% margns Encssaon Micrasoft far feature phone (0% of sales),
«Rea' wireless davelopment team in place with high levels of secrecy ! EPOC smart phone TBD
«Rea has close parinerships with the major lelco sysiem integrators, Panasonic || Micrasoh for Japan, rast TRD
all of whom have strang retationships with many celiu ar camlers pe—— GEo forsteamng eanrs prone,
*Gun 1BM, HP i NP3 for music phane, Micrasofl for smart
*Ren lcolong for wrekess investrnentsiacquiaiions | phane
T
|

(3) Top wireless carrers {4) Wireless SWOT
Carrier {n ordar ofaubmcriber | Use Sun, | Digtel madie aaiitiors Strangths T Opporiwniws
rumbers) ‘:ﬂ“ + Noida commtmem |/ + Laverage Real intagration partnars,
- of Unix servrs tocay e g Sun, IBM, HP, who aready have
Wodafzne Grous 125 g atres ~ | Yes Merosolt Real Pu ninal {slandare nfr Eurcpean and strong teloo redabonsinps
wncl Wenzan vacarcne Ase-Pacihe 1eiz08) » Get Keal embaodao In NCKR s 1310
MIPRESMANT JMF 18, - TCm + Sukebo ships widely whh NP cAhers} infrastructure products
KT~ DeGonr sJepani - 23m ves Merosoll suoc- 00 (nel cell phones) + Acqustion of embedded wirsiess
Cheast ,amsts — 23w am i | ves Strang grafarerca ot Jnec . feﬂ';illir)ﬂmﬂhn kxtilltry standants gmgmkmw
Y] |

T-cnl Gerany UK 8 J5]26m | vau Marcsol Fasl Py in ingl - Lots ofcontemn Viab phpries ulimately | * Standards bodies actraty wchiding

P 3GCF (feunding member), Blustootn
Teloour Itdld Wulibyy w0t 20F | Mool Feal ¥ resd 1o play ot the Irtemat

Eleaurm 4 VuLik | [ty ¥ €5 LTLa0 6. i + Strong presence » ‘ {EmeH WNoha)‘ WUCWSN“LJ
France ™8 scomiFrarco L) 21m | ves Stron prearance fof Ui ourtry (16 parvon leamy
Teletanten (Shun & | ATasn 20 | ves Mete.ol ir TFY Rpalin Terra
SRS PV 1~ Terma Mebaln ‘Weaknesses Threats
= Mo d version of REAL player ye: | - Exasting Micraso® relationships wiih
ATST W rehess - 12m res No plans yed « Server pricing hgh major |eicas — Viodalone:, Telefonica,
h lehrem ikewag) - 11T ves MPEGMGE ) sdl.ban « Depressed stock price pakes BT, T-Mobil, NTT DoCoa e
acqushione harder ' + Packelvdeo

FProne (Jaza) - AN Yac Merosoll plarred |zanch 2002 « REAL cadecs seen us gupriatary + “Stancards® e g MPEGH

Kurt Buecheler
Top Points made on this slide (Points form understand

r?—leading to conclusions later)
k

b
|
i
i
|

Why do I care about this slide BECAUSE

Speaker Notes... ‘
Push to back...
Israel Geo Interactive check with Amy.... \
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Enterprise Segment Backup

@ Product Assessment @ Allgnmer?wrth Customer Requirements

Real wins Heal loses Entorprisa Analysls
+ RiChHMBda autnonng + Dashtop chiler + Inegrabon wih eastng = Mwerial intagrstion
tacls = Player as browser Enterprise “it" b Tystems but not a habildy
+ Unx cheni & sarver + Server scatrelabity « Cross-glatiorm chenis and [ + Muk-platfomm chent
suppast | Serers and server & big pus
Miielaibibud  Enterprse fcenang * Real wiingta drop
programs price by 75% lo win
" + Low pnee = Generally regarded as
Tie o0 sxpansive
- Manzged player
AR quakty Complete + Saftwars for authoring, * RCS ahuge
+ Bansatan solutions publishing & maregement advantage every
management + Prof Sves for planning, deplaymen I3 custom
+ Gontent managemant depleyment onaating, = Campiate saluion
AN qualty & hasiing hard ‘o courter
Network impact + TV quaity to lhe tesitop + Panty stuaton, no
- mgmt advantage for Real
@ Key Programs and Partners @ Worldwidg Sales Force Structure
Programs « Key programs . alemrise Sale y
- SM etattsr Kt visible theough the T fIRraX 30 e et i acpl (kg S660UNE),
~ Sowhar bundies on websits (softwars, sates force P - am poople (g vh
comsuttyg bosting) . Butnot much represents t:ftl S sales force
= Frae encoding from Loudeye 0N CUStOMers -G 17 people
- Gowl gemwnar senes m VA G 5 peopie (eilin DC)
 Edhu 3

poople

+ 27 Ielesalen) bry'd by region, net vertical (6-7 ent if rabe hokis)

Nery Pcused on OEMs (Sun, HP, 1M}
« ASPs work with Real = TOmt | sak le across 4 (15-20 entarpnsa if ratio holds)
berause ‘they have to” + Corr ahth C on units soid + banus for new accounts
« ABM sirabeqgy with UNIX
venddors gives Resl
entemnse qedbiily

Partners

* Wha's wha of Iop ASPs on Internat

+ StarLight and RCS nsice the firewall

* Magar UNiX vendars/OEMs (Sun, HP
|BMAakis, RedHat)

+ Two Govt-spaciic ressliars.

o o ot i R

Gary Schare

SM Starter Kit

CAPTURE IT Osprey 100 video-capture card, Labtec stereo headset/boom
microphone ‘

CREATE IT Terran's Cleaner 5. RealSystem E%?tion—Limﬂed-time addition.
Software for batch-encoding and advanced filtering capabilities
RealProducer Plus—Content-encoding scftwar:

BROADCAST IT RealServer Plus—Supports 60 simultanious {sic) viewers
Upgrades and Support—A full year for each of your RealNetworks products
(worth nearly $1,000). This entitles you to updates as we continue to
improve these products and aiso means that you'll be able to reach a
RealNetworks technical support engineer by telyphone should you have a
problem or question.
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Consumer Segment

@ Revenue Summary

R

o T e T
S e T T "
0 o 1

Real's Offer Analysis
I 55 » The nght teol for your « Mubpie Ulapps
e s gl _sao smen| | o0 U wery necd covomg to
[ s2qi84]  $ap00]  saidg A, + Crass-platform chents CONSUTEFS, revisws
evidence this

L
@ Real Alignied with Congumer Requirements

Growth Drivers

» Subscnption sernces from instaled hase
of RealPleyer/Jukebox users

» "Office” pesitoning for Real
Entertainment Canter {RealPlayer 5,
Realjukebox 2 ReaiDownload 4)

Praducts and Pregrams

- RezlPlayer - streaming playback

- Reslikebon - local (ED, MP3, more)
plavbazk and ereation

Re#lDownicad (downoad and 2p fie
matiagemert)

Real Entertanmeant Cartar (bundla of 3)
- GoldPase-$9 950 cansumer
sunscrphen program wicontent and
produst Upgrades

Real com - content showease

Real com Online games - compates with
M5H Gamng zone

Partners

+ AQL Fer broadband

+ QEM Phoentc disiniwsing
RealPlayert.ukehox on ‘whitebsx” sem
machines

5
wh

S TG Y

{Z) Products, Programs, and Partners

Besl AN Cuailty! = TV quaity tDt: desktap + Panty

* Cd quaiity Au ;
|
Conlert * Videst range of contert = Stil snaugh exclumve
= M piayer in the worlg content o crve:
parception of
laatership and

customer naed’

One-Stop-Shop + Sl of consumer ~ Mo alln one’ schtion
products + Sances thet s smple

U ;

{4) Real Gonslmer SWOT

Strengtha Opp ortuniisr

+ Leadersbippe remphon = Subs-mpbun servEew ok

- Wany congune cFanngs n A TH

- Sevczaaf ns + Comre assimiun of
Vgl kit Ji -

+ Blenong o prrvoriconent “unversal olayer™
rraheig [Real o - Sarvcas oo 1o arve
(evore when feed

Gakipass]
= Prrapnifed i ems CORENT AAICH ‘8203
Faa insreamng rada seraces
Warivierm Thremts

- Cw3urnery Ul cuttered
7 (¥ of pop LD wen doves.

WSHAVINIWEHED 3 £om
reach greater than Peal

- Upsolvpskme craae - WS i ers music sennces
cortunpa bwynd cantend promoison

« consumetponnsin over |+ Consumer conmaon
payey i WS LSS 33y

+ HAl W rebaanns
it branedng

FaQuIrARSME O 1CanERE1

. IR

Qw 3

& T p e Ariptadins

Kurt Buecheles
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Consumer Segment

@ Product Assessment

Real wins Real loges
= “Sute’ of consumer * Mutiple U1 comfusion
preducts * Mo A none player
< Cansumer saracas + Farfres Plus varsions
offening wGoidpays 14505 off NE1IGEN
+ Wore 'consumer Ul - custamers
sonplex, out looks
good
* Mag support
Tie
= AV qualty
+ Drstributliondnstalied
rse

() aoldpass Overview
+ Introduced In August 2000

+ Only debiverad ~§400K revenue in first quadar 2000
+ Wiels Jatals in Dackup

@ Consumer Marketing Structure

» Actess lo exclusive conlenl, service programs, and product upgrades

Cansumer Electronics

« Partnars.

Thomson/RCA (Lyra device — dropping Real formal support in Qi
2000

Sony - formal supporthukebox bundlng with lure inkernet appliance
but nat Memory Stck or Vaio devices

Nolga (Agreement for futire’ development)

nCube (Droadband ¥aD)

Asal also on mast infernet radio devices today, but mosl are movingta
panty with Windaws Media

Realhctaerks Consumer businegss unit has twe two major dmsians
Corsumer Products (PC-pased) anc Cansurner App lances (non-PC
based)

~30 marketng empkeyaes for Reallukebox, RealFlayer

5 tor NetZlp (RealDownloadi

The Consumer Appllance division's ~5 employees are focused on
amerging Real product dvisions (f ¢ , moble device apphcations)

Kurt Buecheler
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ISP/Hoster Segment

@ Revenue Summary @ Alignment with Customer Requirements
i £ Raguirements. Analysls
B it * Eaty an
. Linux & Unix fand HT) praferred plafarns n
Growth Drivers archkedres networks, momentum
= Network SP growth rates 10%+ 16% through upgrades
Real revenue
» Per gream based proisg = Ndrgle programs and
« Network: SP irwesting in larce capital oMes atracive emry priemg siruelures for
spend on |P netwarks giobally =nomg entry and growth

+ Lipux and Umix cereng (+ NT) alkgns wilh
ISP and hosting Lncumbent

+ {5Ps and Hosters want to - 83% of the web media

mirastridures cffer thew customers the: contant 15 n Real
+ Renl provides a one-slop imp'ementation teading fomals format
for hosting uroviders incuding consuking
» Cross platform / Cross fomnat provdes Requre s.ustaimble * Prowde adverbsing

broadest reach Businass revenve model exdensans and PPY
subsenplion modeis

@ Key Programs and Partner: @ Customer winsflosses

Programs
+ Three bundled Solution Programs [P Analysks
“Professional Solution (100,200 + Nk - EPOCHIDat and - Givan funcsional party,
9K & 16K} PRCYRT an e o ¥ dF PHILIRG IS & determiing
Pro‘asscnal Webcast (400 / $8k Efﬁ:TETTREDSﬁm fador for ISPsHostng
+ streans) e e .
‘Pro‘esaonzl Braadeast induding + Strong partner T RanamSat Burspear aselle Earty adopters end market
Fve (1007 36K, 200481 2K & JOWE22K) sunpart m key e m;e‘mtize; ?:tw
Partnars lechnoioyy drees Losses stream) prioe and cament
= Redral - Inegrated meda bundied win and on incumbant + B - sk forg oYM rodsl asd market share
opan source Linux pRtforms. on pra g ene qunley .
* AOL-branded player for AQL-Pius |BE) + Fhtom CONASPE have avestad
- Nokia — Real phyer n EPOCH dewges, mterest m pulple
promoleyg format for WAP Fighting - DRAY formats  drves mubipla
- — 1 HIM subs . kM encoding, storage
= nCube VOU colution integrabon w/iRe 8 + Digeallelars revetues
* MC:— REN backbane provder Enon
* 1BM - haald patter pog) 15 viewed as a technology and Impl tation pariner, and competitor (RBN)

Kurt Buecheler
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ISP/Hoster Segment

@ Product Assessment

(6) Worldwide Sales Force Structure

Real wins
+ Advertismg Insertion Bg::dluses . i:c ?:ggcmn: In)tcrn:t Infrasiructura “segment” salespsaple (ATAT
prociuel . P i
. ‘cm_sr,\ ‘pmg:, Linuxfunix |mz$;r£im“ . :?(:;Tgar::t;aws pe;?te ~2assigned la ISP Media Hosing (par of
+ SUp; purpase OS savices progral
* Lanzlrzpats e-commeree hadc + 3 Consumer Aopliances Marketing pecp 2, non-PC based, inciudes
+ Stream splittrg affice funchonaity mobile devices

+ Scalabiity (parcaned)

27 telesales, org'd by regon, net veracal (7-10 1SP  raba holds)
70 mi'T salespeople across 4 segments (20-25 ISP 1f retro holds)

- Compensation Salary + commission on units scid + bonus for new
accounts (comemission and Eonus in stock or money)

Tie

= Business Madel
Support PPV
subseriitan

= Bcakabily (acdual

@ Worldwide Channed Structure

» Sel Qirect through Segment Sales
0 intemel Infrastruchure Praviders
[CDNs, ASPs, kst mile providers)

+ Indiracd 1o media hostars and ISPs

« Outsouree content anlo RBN

Real is viewed as a

SWOT

Strenghs

« Phatorm Agnoshe:

+ cow atopr oz

4 SanwImar<eLEnNarE TXTEMLM
« Zotrady €3 4 sthmirng

Opparunitiee

« Comoie nisprated soluban with
Dk el S ATes | € Conimer ¢ batc
ace damkaze aeb ssiehing re
Gollabcraiong

ASP hozong |38 JpMcanIni) in s
RO & 5 Ko 0L Wak (£ %
Segr e N3] rapAshz an s
Meta ek dedires rapabilly
bersnork 52 market i ner maigns than
Eneipe se roqure o sere

Waakneases

« Nanawatferng traad sehinng reours
Ténan ey amor

+ Compeewth SCRE aAd Hedars stk
e

+ Tempelewin et smregss vl
o ass

Threats

+ Nowa adonted Real player for EPCCH
FTEInG RelAs WAR tanna

tation parther, and compettior (RBN)

Kurt Buecheler
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E-commerce Segment

®

@ Ovarview

For Ihe ourpose of this eview E-Commerce foruses an sites tnang
te sel merchand s¢ on the web  etailers’ It does not Include ICPs,

digital media commerce, of adverlising

Growth Drivers

+ Brand equity player reach

+ E-commerce solltions, ready to seif
+ X-platform compatibibty

« Dedicuiet e-commerce sales force and

marketng tean
* Integralton with 1B, Sur, Linux e-
commercs soiutlons
« End-to-2nd solutions
» Extended sakes force

Programs and Partners

Programs

+ Real Frofessional Sennces e-commerce
offering, certered arsund shopping
traved and hancil partats

= CelebntyWsbcasts, using networicof
cokbritlas ta driva sie trafiz

Partners

+ Few ASPs 1 e-ocrmbre space,
pannersiips include Genuity,
I-Structurs com, Xura

= ABM m e-comnerce spave for end-to-
end solutions (BM, Orucls, Sun, Linux)

Real Is vlewed as the leader in E-commerce, due to player reach, solutions offering, x-platform compatibility
Fdonsesdl B
g

P

]
B

Real has &
head start, and
<an own the
space withou
Jocus from
Microsoft saies
force and
parners

Reat Professional
services handies

Most e-gommerce
deployments loday

Lacking pardner
infrastructure la

drive broad
deplowrments

{2) Alignment with Customer Requirements

Player Reach

Scalatuiity

ot

Consumer
expenence

{4) customer wins/losses

Wins

 Weran Marut PE) Enage
TVEST) BICANaSE NamIYic
Fewac riermannna Fuldo &
b etE Bonh of VXD I

Requiraments Amalysis
+ Player akeady an the + BaHle here s plaver
desktop of target audiance sage Reals
winning
» Soktions that make i * Real offers suke of
easy 1o mcorporate digtal scerafc-based
media n my Web sie solubans that can be
custarnzed
+ Accommadale paak traffic + Real (or any OE) not
‘withaut compromesing user 3s scaiabfe asVIM
Srpenance though not pravan
- Custome, brand, embed - Reallesesond |
tha player Farity at 22 and K3
+ Muli datarate ercoding 11
N fider qualty
Analysis

Loacar
- Fy2com Teach com Voo s
Smcret

Fighting
Shorecom Eyecastcon Ikadege

- Defaull choes 13 Real

* WM sometimes at
panty recety Wiv-anly

« Real loses when we
angage

Kurt Buecheler
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E-commerce Segment

{E) Product Assessment

Worldwide Sales Force Structure

- 18 total sales heads in e-commerce
- 10 1n Segment Sales (top accounds)
= 8tn Durect Sales (smaller accounts)

Real wins Real loses
~ Solutions not just + Brandng
tachnclogy plaifarm + Custarizable pliyer

- X-platform support + Sarver scalrelabily
= Encoder push o sarvar + Consumer privaey
+ Rarncle server admin

Tie

* Muk-detarate encading

« AN quality

+ Bandwicth managemert
+ Content managemerd
+ Securs ransactions

Product/Solutions Qffering

- Taking Catalogs

* Travel Porial

~ Internet Rzdic Stabon

* Integrabion ik 13 M &3ervar (AIX)

Kurt Buecheler

- FealSystern, PealServer touted 25 3-cammerce platform
- TV Sommaresl Hosting
= Mumadia Merchandiser

+ Stotal markel:

sSWOT

rg heads i e-ommerce

Strengtha dppartunities Analysis
« Proomcdwatkaosgeder | ¢ Tome UMK sheos as e \ There s & kot of
cOra3 i diga media space @ na fruk ‘
+ BN squity Plass et + Pk Luat st B Sun opporturity *left on
+ Camplo 50 s10r s SFemna Ur i +:qmmerce penetration the teble” where
J——————— + by n V0 B ik neither Real nor Vi
. ¥ w manmnleadm s p
Prates il bervces i 15 engaged
+ Wk hroug MESFs to get » Realls detaut
It Mo Aot choice based on
Wenknaszen Threain brand equityipleyer
+ S anive v - Zannng e ut 10 reach

degiinmens of e Sarulonc ¢
e masses Fcused 0 smal #
ol bug desks

Erpensre productal scoohns

deTem maaBe

NS has pCorwmere s
fare 10 prck up Eppartunibes.
e 11 Pngage m

+ As WM Player each
GYOWS CUSIOMETS
will ba Lnwiling to

comased m amonion B 6451 1n zerporsee ke

» SCHATAIT N1 PR Cver i e-commar e pay Real

¢ Listomer and ASH + NS harnesses MLSPs » MS shops will
THATE Wb 3 A W Flaur rwack condinurt it defank to W

+ GuaEnor, Fbau Praly
Mnyedy

canct up

G B
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Advertiser Customer Segment

(DRevenue Summary

Real Natworks- Reverus from Advertlsing

Q4 1982 | Q12000 Q2 2000 Q3 2000
§ 5685 58407 11797 $13506

*Meirics In Inousa nds

Expect cur adve-tising revenies o drop significamly n the
next few quaite s The narkel f wleratt adverising has
somewhet soured and a fiew of our major contracts are
©0auing I i 4™ quaricr of 2000 We need Lo Lompensate
for the loss in ather areas™ Directar Public Relations, Real
Nerwenks

@Key Programs

Programs = Autio Highway paid
1 Advertang (Real com & Real Guide) $100K per month for
+ Siomrg Fees NetZlp Piacement
+ Revenys Shanng Real avolds revenua ~ Checkout com paid
shamng demﬁyn commerce, nstead F10M upfron for
ey ng tes
+ Database Sales Aval uthaas 13 user proad agemen on
“egistratian OB for targeted partner
promobions that start & $25K - Resls 15 person
advenising Sales
Web & Distribstion Sales tenm s responsble
+ VWabsile Adverheng Sales for radtional
+ Madia and Distnhubons Sales website advertising
In additon to meda
and dstrbutions.
siles

3 g peedy, o
i

=

(3 Ad Revenue Growth Rate

Rea Networks Overdll Growth Rate

Paraantags

GATI9N GTHEI S13000 GIFWE OIEEH S3INC
Time

Analysis

+Real's sakes strategy iImvonves srose-celing scfiware, services and adverising
te sach customer Thess packape deris actount for up to 30% of 1otai sales

+Realis geared loward leveraging d's pleyer dislibubon, site raffic and guide
real estale o maximize i $ revenue — Real charges most ICPs — gives frae
promeiion only to lop content partnars

«Real’s pariners on the player chanel bar pay a fee for the pramium brand
placemant

*Expansion in imernabonal markets. Real wil alempl to rmimic its' first-mover
success in lhe North Amencan marcets in amerging markets, cthar than
Eurape and Asla.

*In order for us to susiam our marks| lead, we must coneentrate oy fforts in
areas that we set opporwmity Smce the consumer, ICP aid adverisag
markets are on the deciine, we 1eed 1> focus on Emerpnse, and professioml
services Of coirxe we cannd exclude our micrmaional efforts wlich shaulid
help us dnve oor growthrate  (VF, Marhetng, Beal Netwarks® Interaationsd
Crop)

Kurt Buecheler
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Advertiser Customer Segment

(1) SWOT

(5Geographic
Revenue

Bieakdown
(For all revenue,
Geo. detasls for ad
revenue not
available)

Strengihs

o A00M sAEled 3EES AN TBSURn]
IMpressonz |~ player and iaftc

* Pacven sabkes o gamesbon

+ 1 ach recerd af ILPs paymyg

OpportunHies
- Pk N U IC P 4o zannol atfcrd Raal s

E£ces

o P e e i g by o veP s
o Wrddes WMeTia intagralad Miva Sply N

Jrength n o rumer segrent [T
+ Lo0ss Galing of sotwara serscrs arm

placemert
Wesknssaes Thresta

+ Gond pass introaLean Aug 20C0) not es
s oessiu o5 expeclad

+ L achnm nn et ar recenues

+ MEFT i dulon 70 Deter valle to 1CP5 and
cans amers

+ Ky CONTACE FAPINNG IN G4

 ININDE expaNsinT BAANCN At 8RS

ruodle

* Potankal suc-ess ol okd Prss § ofs g

renepavicg b faging cusners) generaied
§497Kan the thre quate” of 2000

2]
jle ]

aia

Q22000 | Q3 Q00 T%E[Qd
Q‘-! MQS

Q41956 | Q12000 | gz2000 | Q3z00p | ©F 2000

Narly Ane sat 43 b, 172 48,998 8 391 $183,000
Infemahans| 9126 H2.356 $18,86T 8138 56,831
TOTAL RE¥EMLE 43454 [ 3] 52 656 867 124 $i28 782

Kurt Buecheler
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Enterprise -- Keeping Up the Momentum

Microsoft WW field

» Target accounts aligned with Win2000/
SunDown goals

» Drive integration wf M3 vertical sales teams

» Increase TS/MCS Champs accountability via
goal-orientec Champs program

» Delver traming ta Champs via WM Airlift
» Deliver WM Sales/Training Kit to WW field
» Participate in relevant district events

» Equip target offices with enceding “studio”

Windows Media ASPs

+ Strategically invest intop 1-2 ASPs, to drive
broad adoption of WM

+ Deliver WM Sales/Training Kit to masses
+ Handpick ASPs to participate in WM RDPs
+ Co-fund advertising, customer events

OEMs

+ Partner with top CEMs in enterprise space,
include WM material *in the box”

Microsoft Certified Partners
+ ldentify MCPs to be WM “Champs”

+ Deliver training ta MCP Champs, in
conjunchion with VWM Airlift for TS/MCS

+ Deliver WM Sales/Training Kit ta masses

+ Integrate VWM content In MCP events and
matsenals

+ Showcase top 5§ MCPs making most §$ with
WM, share best practces

Customers

# Re-ignite Customer Advisory Council
+ Implement REPs for Producer/Eclipse
+ Deliver Webcasts targeting BOMs

+ Intagrate in TechNet efforts to reach [T

+ Integrate in relevant broad reach advertising
drven out of CMO

+ Build inventory of customer references, case
studies, showcase on the web and at events

SR Werishn Gaimit Jmiinl ooy (o

Gary Schare
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Market Conditions

PCiinternet Growth Continues Globally'

+ US no longer laader in homa PC panetration, but
shll largest PC/internat user pogulabion

+ Heavy growth in Europe and Asia, both PG and
Internat

(2) Digital media stimulating adeption of new
internet achvities, trial of new technology!

davices-

InUS PC becorming popular device far musichvideo
= 42 Millioh played music CDs on PG in past month
= 24 Million downloaded music to therr PC

« 20 Million [istened to streaming audio

» 19 Million Iistened Lo Inler il sad

» 14 Million watched streaming videc

+ B Million burned their own CDs

@ RealPlayer Winning Share War Globally* *
RealPlayer leads In consumer usage in & out of 9 key
Internat-using countnes
= Agoption highly driven by brand awareness and

Real's dorminant share of contert, product not
differentiated as “better player™

. I
T

R HH
PCAMemet 1999 HH [ Giowth - Intemat
Peretration PCPen [ {B3g%l | Peon
Australiz €1% % 3%
N3] ETRE . 5% 3%
Japar ED%} Gui¢ 28%
Canada £0% % 31%
Western Ewope 6% 15% 21%] +*:
Seuttem Edrope 26% 16% ‘2%
Latin Amenca ZA%E- . o0 - Bk 0%
Eastarn Europe 18% k0,17 4%
Southeast Asia 13%[- T%ET

Source 'Roper WW 2 “MSN Int Sizing Siudy *?MS Consumer DM Tracker ™M

Media Player Usage

s

Canada

Ausiraia

Japan

Getmany

Sweden

Netherands

UK

[France

exdia Metmy
- .

Catherine Ward
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The AQOL-RealNetworks Relationship Evolution

» Distnbution Deals
W Real Shps with AQL Sinup Software
w Real Player ships wih Netscape browser
and Nefcenter
+  Integration
w  Roal Player /s part of AGL’s Spihher Player
»  Real miegrates ACL /nstent Messenger
w  AGL Inlagrafes Rea Piayer mio Nelscape

*  Future deals
»  ACL/TW merges documents discuss
polenial acquisition of Real Netyorks
»  January - Thought of acquining them by
Stnmer - Sl thimking about gut ho
immediafe plans
+  Industry
W Yahoo stated befief thet AGL wil buy Real
»  Yahoo has moved away from Roeal and has

»  Content fowards infegrating WHT
w  ACL sgonsors and oblans irdernet rights for
BgBrother TV Showw  AOL Sejects Heal as
srclusive fechnology providar  Real paid $3

- 5M for priviiege
»  ACL drves s ICPs to provide content in

Real formats
AOL Bondles | RealPlayer AOLselect: | Hoad AOL scllarts Canteat Netarape Red duributss | Real ADL ships
Player wn. ey AOL | Rud iw AOL | oremes HealSysiem § pmecsiip disribuien Spinner Duslex Natscape ¢
AOL CDe- AIM Pl ADL setwork-wk ] Renl Player AOL's fiwe Web | AOL with
flest player 52 Updae L (BBiswce | bramded deployment BigBrother broweer nad raxdio plager sigmp RealPlayec &
bundied RoalFlayse, Player TS program Netcanter hased an softwere
{a0L ¥4 01 RealFroducer. RealPlayor it Real
(RN 5 1, G2 oad Renidorver technalagy Plager

EraEwrevIAm

1ti14/00

07HIN0 a71300 (111

0912850 01808 o

TR

Rich Lappenbusch
Maurigo data
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AOL Integration Examples

LR EE o 3oy

&g e i
|

b oy of givang sndd
aring fen mrepic
anyour it

AOL featured
content player

Note that RBN
delivers AOL
audio channels

AOL Video
player

AOL Audio Player —
uses video space for
brandfads

MS~CC-RN 000000227087
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Cash Flow and Profitability Summary

TRevEmployee (000s),  $117  $112 153 sam3

Note 2040 estimntes reflect an average of CSFB d pr

9 QUARTERS OF POSITIVE CASH FLOW AND 4 QUARTERS OF PROFITABILITY

(% 'n mibons) o o
Revenues (1) o 1998 1997 1998 1999
Licensmg .. §194 $292 $485  SO06
Seruce 11 50 147 285
Adverising 10 23 31, 141
Total 5216  $364  $864 1M 2
Growth ©ooemk B BN 98%
Cp Income Cogda (700 (3138 505
Net ncome . @1n 4 8y 12D
Employees BT 36 424 648

200E caGRr | Growth in Service and Advertising
sisas i | revenues over Licensing

552 185% . "
74 161% Achieved core business profitability

52574 pew | during Q399

96% Recaent grewth in amployae base and

s productivity has been significant, but
3% 3 slowdown in steck price growth may
have repercussions
8B4 4B% o e e S
3201 6%

Compasition of Total Revenues

n wcfag o seliien s b e ey B, ot 81 e e afgpe
RIRHET I o RN TP RV K]

£ and shares 1n milllons, excapt per shara amounts)
1997 1668 1999 2000E CAGR

Stock Prce ' $347 5867 36016 G406  127%
Shares 123 124 150 154 8%
Equity Value ;  S428 1204 36007 $6263  145%
Cash : 2 52 s 42 %
Dokt 1 1 0 0
Enterpnse Vale|  $367  $1,153 S8BS8  §5271  153%
EPS T 30107 $013 5004 S0
PIE C 34T BAl 15039« 186 7x
Ent Val/Rev MWW Ta BER  2BOx

Denmai k West

MS-CC-RN 000000227088
HIGHLY CONFIDENTIAL

64




International Spend Grows
Majority of revenues
a hi derived from N.
=ographic America, however,
Reve[uf_m e int’l revenues now
comprise 28% of ;
fotal, with significant
growth during "98
from Europe
40% of RealPlayer
UBErs are
" @ horih Amenca international (approx.
= ﬁgrmrsr?c?&lwngreml 50mm)
Seattle vs 14% of RNWK's
Int’l {1} - employees are based
based [Sesttie Other 19% overseas, with
Emplayees i growih slightly
30 o8 higher than Seattle-
200 LA based S&M
100 e employee growth
8
0
1997
[O1US-based Sales & Markebng @ Int-brsed Swes & Warksting R&D 01 Other |
Rt

Kurt Buecheler
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Financiais - Income Statement

(% in mifierna)
Rewerwes {1 1885
Licensing $194
Semce . 11
Advertising 19
Total 5216
Growth 298%
¥ in mihons)
Gross Profit 1556
Licensing $1E 5
Mergn 5oy
Servce 06
Margin ) 1%
Advartising 307
Margin 7%
Total Gross Profit $17 8
Margin R A%
Operating expences
RRD B3
As % of Sales 29%
S&8M $102
As % of Sales 7%
GBA B8
As % of Sales 7%
Operating Income (84 43
Other Income 203
Pre-tax Income

Denmark West

1097
$262
50
z3
B34
e3%

1897
$254
g
326
“sa%
$13
5%
$203
0%

$157
3%

§230
63%
376
21%

17 0)
822

1908
$48 5
147
31
566 4
22%

1568
5402
83%
$12 1
a2%
$14a
45%
$537
a1%

$22 5

3%

$336
B0%
314
%

$138)
09

S (543 (388)

1%
164

$05:
$115
$120

200CE
3154 8
g52
474
82574
2%

Z000E
31375
8%
08
Ti%
$38 4
B1%
2167
i

$58 1
3%

1031

0%
5301
2%
$253
§190
5403

CAGR

165%
161%
86%

"CAGR

T0%

T191%

170%

87%

%

75%

51%

1399
2000 Gr.
71%
100%
2%

1999
2000 Gr
7%
105%
247%

289%

51%
93%

34%

Srome g s g omows sam ok Poaa i owm s r
FO T iy i ST m { i € M S KSR o Vs "
AR B L S e e

Significant growth over
recent years from Services,
but 1889 and 2000E
Advertising growth is stellar

Gross marging have been
highest in Licensing, but
growth is coming from
Service and Advertising

RE&D spending (% of sales)
has been falling in
comparisan to historical
levels

Bales & Marketing spending
forecasted to nearly double
in 2000

Steady-state operating
margins forecasted to be
30% (given current business
mix), up from gurrent 8%
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Financials — Geography

(dollzrs n m?llwoﬁs) i )
Revenuesby Geography =~ 1996

otk Amenca $189
Europe 10
Japan/As a Pacifo 10
Rest of world 07
Subtatal $216
Micrasoft oo
Tetal $216

1997
$24D
34
32
08
§316
48
§354

168
$441
71
44
10

~ o~

87
$66 4

1999
§833
151
100
28
$1210
103
5131 2

% Total
1%

GAGR

144%
114%

g%

8%

B83%

~g68-
1999 Gr
111%.,
1128
126%
161%
113%

8%

Warburg research)

Majonty of revenues is derived from N America, however,
International revenues naw comprse 28% of total (2Q0G), with
significant grewth from coming from Europe {Scandinavia)

40% of RealPlayer users are intemational (approx 50mm)

9 international editions of RealFlayer and Jukebox released last
quarter and 45 out of 105 content channels are intematiohal (UBS

Denmark West
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Financials — Gross Margins

| Gross Profit, 1999-2001E Gross Profit, 2098 vs. 2000 §

8300 - - B - - - - 80 - - -
| [CreR

250 4‘ﬁl.lcarmlruﬂﬂ‘iﬁ

$o00 |Sevie 88%

[averbsing 105%

T |Lkenang 98%
Service | 17%
0 —
4 Adverbising: 3673

$150 -

$100 3
g5c
w §7)
1902 2000E 2009E 2089 2000
|Lh>ens\ng wSendce lmvemsingl |aL|cens;ng m Serice gAdvwertsing

Qross margins have been highest in
Licensing, but growth is coming from
Service and Advertising

iy b g

2k bty ot Eiadil flpend

Denmark West
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Financials — Balance Sheet
Balance Sheet
(dllars n mlFI\_un_s) R
Asgpats ieqz 1904 1086 unO0
LCurent 35;*5 225 sma sep 3317 Cash balance due to i
Cash and Investm eres -
Agcounts recanazls 53 51 L1 104 .secondary offering |
License fee recehable 00 00 0D an in 1999
Prepoid and other 21 34 2e g2
Totst current s $1000 $064 $3544  §3584 Days sales have
Net PPE 51 wa  $;Mz  $331 been falling, WI_“'! -
Goodwal, net 06 o0 60 1160 payables remaining
Restneted cash eq 0o B7 137 130
Other assals 17 13 98 375 canstant
Tnl:rirnlsa.ti 31187  $128.8 34111 $558.0 About szsmm Of the
Laplities & SE $56mm n deferred
Qumrert Kabildres |
Aecounts payable 821 g3’ 863 %53 revenues from
Actred Nabifties a7 30 249 208 license agreements
Deterred revenus WE W7 473 427 with CDNs
Total arrent labilbies 231 407 80 & a0 i
Lefured rent . 18
Defarred rewenus 155 EX) 135 YRR TR
Notes payable 10 10
Total labi ties $33  MT5 5806 5642
§h:r=hui§ss‘ aguliy_ ;
APIC ShE F1BL fahZ  Sedzd
Ceferred stock comp 1125.4)
Aceumulzed defict ~ T T (175 at@ (9 @&@N
Accumulzred oher loss @2 [ )] {09 s
Totnl shorcholders' squity 779 833 2008 4837
Total Ieb & SE s{167 $1288 §4111 85660
Cays sales 52 26 18 18
Days payable A 1| 12 101 82

Denmark West
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Financials - Headcount

[1).Japan, England, France, Dan?déj Germany, Brazl, Mexico Austriaha
(?) Salespaople In locatons other than (1}

Assumed intl sales (1) + (2) o 46 47
US-based Sales, Mktg, Distnbn i4 79 106
Revenues 836 4 $66 4
Revenues / Employee ($000s) 3112 $153

Denmark West

Employses S30M997 1203471957 123101968 12/3111999
R&D 93 1C5 189 272
Gromth . . 80% 44%
Sales, Mkig Castribn 103 125 147 241
Growth 16% 84%
Other o . 101 96 98 135
Growth 2% 38%
Total n7 26 434 648
Growth 3% 49%
Seattle-based - 68 280 w7 557
Other Ofices (1) 24 20 kil 52
Other Sales (2) 5 16 18 39
Total 207 26 434 648

#1
150

$1312
$203

Recent employee
growth in Sales,
Marketing &
Dustribution (37% of
total) over RRD (42%
of total)
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Analyst Summary

» Analyst Ratings:

»  Very builish on stock with
lofty price targets, despite
recent decline in stock price:
24 out of 24 analysts that
currently cover Real networks
rate it a Moderate Buy (17} or
Strong Buy (7)

Broker Date Raung Target
Deutsche Bank 81 Buy B -2
Bleiscnroader 7/24 Buv . ET0
Lehenan 718 Buy $150
DLJ 78 Buy . §140
Fnedman Bilings 718 Buy . $120
Both Montgomery  7/18 Buv © 5108
Salomor . ThMeBuw " $100

Dain Rauscher 716 Strong Buy 5100
Wedbus 1 Morgan 746 Strong Buy ' 590

UES Wartiurg 7118 Buy . B85
CSFB 719 Buy 577
WR Hambrecht 7419 Buy o882
Memil Lynch 718 Accum

Josephthal 7119 Buy

Rohertson Stephens  7/19 Buy

Thomas Weisel 719 Buy

Geldman Sachs 7119 Mkt Dutperf,

Bear Stearns 719 Attractne |

S Pl
fi

Analyst Comments:
Competitive landscape Is severs ... [but] MSFT's focus
on own format and operating system will allow RNWK tol
lavarage mare compatible offerings and maintain
market position

RNWK has lots of leverage in its revenue model

Muiti-year deal with AOL for Real's chent and server
software meaningfuily aleviates our langer-term
competitive concems vis-2-vis Microsoft

RNWHK does not burn cash [as do most Internet
companies] but rather genarates cash

“Success of RMWK podalcuuid be fimited I-:y c;:mp-etitii:m i
blishad Wab

from Yahoo! Broadcast, more
presence

Broadband access may not take off as quickly ...
demand for RNWK products may not | in the
near term

RBN will Find 1t difficult to compete with Akamai's larger

network and support for multiple streaming fermats
Shifting focus away from software to content

Denmark West

Armnhold and § Bleichroeder, Inc.: David Bench
Ashley Kumar: Sanjay Pal

Banc of America Securities Greg Vogel

Bear, Stearns & Co Rabert Fagin

CIBC World Markets: John Corcoran

Credit Suisse First Boston Heath Terry, Jamie Kiggen
Dain Rauscher Wessels Peter Leppik

Deutsche Banc Alex Brown Justin Post

First Secunty Van Kasper Jennsfer Jordan
Friedman, Bilings, Ramsay & Co, Inc.. Rob Martin
Goldman, Sachs & Ca : Michael Parekh

ING Banngs' David Kestenbaum

Josephthal & Co. Garrett Bekker

Kauifman Bros., L P ; Nitsan Hargtl

Lehman Brothers. Michael Stanek

Merrlll Lynch: Sofia Ghachem

Morgan Stanley: Myles Davis

Pacific Crest Securities. Brent Bracelin

Ragan MacKenzie: Jim Reynolds

Raymond James' Phil Leigh

Robertson Stephens' Alex Baluta

8G Cawen John J Graves

Salomon Smith Bamey- Steve Mahedy

Sands Brothers & Co, Ltd lan A Post

Thomas Weisel Partners LLC. Doug Van Darsten
UBS Warburg Michael Waliace

WR Hambrecht & Co.: Bill Lennan

Wedbush Morgan Securities. Adam Haoliber
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Advertising Revenue Detail

Quatter  Gross Ad Revenue Cost of Advertising Net Ad Profit grossinet

*Huge quarter 10 quarter growth
«Great 1ob masntatning sales costs #150/2000 *4, 747,000 22420000 9,555,000 18
35112000 8,407,000 1,501,000 6,816,000 188
Solid wmplerrontation of s ad types  p ) yyp 20,204,000 3,853,000 16,371,000 189
«Good ntsgration of SMIL
“Many duferent avenuzs 12391988 6,685,000 1,084,000 5601000 182
9301999 4,117,000 674000 3,443,000 163
~Take 3 e/301909 | 2,031,000 598,000, 1433000 2944,
—~Giold Pass 315111999 1,265,000 550000 716,000 434,
Realcam Totl 14,068,000 2,806,000° 11,193,000 20
-ReslGuide com 12311998, 1,078,000 5,000 558,000 48
9301956 843,000 455,000 374,000 556
Toll ¢ 1,421,000 983,000, 932,000 £14

Sl Aerasitt Sinmimrin: ropiel ety oy 72

Denmark West
Rodney Fisher and Bill Spencer
Rob Green
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Customer List

3Com Corporatian
fwerd Logs Ing.
Appled Malenais
Arzona State Univarsily
Ascend Communicshons
BMW AG
The Botlng Gompany
cal

Charles Schwab + Co |, Inc.
Computer Syslems Technalegy,inc

County of Loz Angeles
Deutsche Telekom
Dldax Inc
Digatad Isknd
Digial Lava Inc
Discovery Cornmunicatons
Enron Carporatian
Ercsson Professioral Senices
Federal Express Corporetion
Flghtnignt 2om
The Ananclal Times
Fujitsu Matwork Cormunications
Giobal Media Corporation
Gloheset Inc
Giobo Rado
|Beam Broadeasting Cerporahon
Intgl Corporaton
Irteriand, Inc
InterPacket Networks
INTERWU, nc
Intraware, Inc

o RenMatwars weksre

Convergent Media Syslers Corporation

Irwsesca Funds Group Inc
Katawsb - Gruppa L'Espresso
Kety Comp
Leasetec
Library of Congress
Ltton PRC, Inc
Logitec
Madge Matworks
MatchLogic, ire
Media 3K
Medie Inteligence Service - MIS
Ment Network

Menll Lynen & Ca |, e
Michigan State University
Mronocast
Matonal Ground Inteiigence
Center
Newy Racruting Comenend
NES Services, Inc
Net\ision AG
NexusGroup, Inc
Mortel Netwois Comorbon
Northem Stale Jniversity
Novell Inc.
Office of Naval Inteligence
Oklahoma State Uriversky
Oracle Comporation
Osprey Technologies, Inc
Pacric Bel
FanAmSat
Perry Capitel Yenlures
Pershing
Playstream, LLC
Pyns Carporaton
Rubicon Software Ltd

Gary Schare

SAIC - Soience Applicehons.
Intemational Cop
South Carolna ETV Commission
St Pefersburg Junior Coliege
Ster Media Broadimnd
Starfight Networks Inc
BTV Cormmunications
Sumtoma Corporebion
Sun Healhcare Group
Sun Microsystams Ins.
Tele2 Ewrope
Teketraining Systems Inc
Tems Networks
Texas instruments Incorparaled
Tomormaw internet AG
Unilever PLT
Unit Net AG
University of Marnyiand
Uneversity of Michigar
US Ay
UsDA
Vaba AG
ViewCast com, o
WivendiNel
Vokswagen AG
Wik Covenuniueio
Solubons

Wotdvision e
Whath Ayarst
Youeari com

Zing Nebwork, Irc
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DELETE AFTER KURT INTEGRATES

R ey TP e e000) EMEA
» Purchase content on exclusive » Deutche Telecom 7.5M
terms from Endemol (Terra) » British Petroleum 2M
» Pay for all encoding, » Cable and Wireless 650K
bandwidth and production Japan
» Total cost $1.2m » Transcosmaos —1.6M
» Qutcome » Softbank-1.1M
» Massive media coverage Asia
» Great pitch for ICPs- “we did big » Tom.com 240K
brother!”
v Covered 9% of online market for Latam
over 2 weeks in UK, DE, ES » Terra1.1M
» Only $360K collected in player » Televisa 550K
revenuel/upgrades » UOCL 705K

» Adrevenue went to Endemol  SPAR

» Turned $36M in profit largely due  Scape 450K
to BB event/ related online efforts

i sE e m R Ty CHRAATR It ARl

Kurt Buecheler
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PR Press and Analyst Audit for CY2000

(1) Overall Corporate Messages

+ RealMetworks is making the Intemet a new mass
medium for aude and video

+ Realivetworks Is the recognized pioneer and leader in
providng consumers with the best meda expenence on
the Intemat

» RealNetworks 13 accelzrating the adoption of Intemet
media and the viable bus ness models to suppart t

» Additional messages revolve arourd Rob Glaser as
ndustry ploneer, Real 2s a meda company, Real as a
technolegy enabler, Real as a consumer s developer

{(3) Reviews Summary

{Z) News Summary

Businees i
Press 82 H
Tach Trades 120
Consumear
Press 4

Real &3 conaumar Music/Ent

5w deselopar 24 17 45 Press. 20
EnteprselT
Press. 2

Total 105 o 237 Total 7

ry

{4) Analyst Refations Summa

Win 5 o = T
Tie 3 |Tle ] . et g’
Lass Ed Loss 4 5 e s
HNo score 1 No score 5 Tsiongenng 4 men
Paul Kagan kE:3 shghtly doem
% WinfTie T E4% T % WinTe Ba% pier ;*g -
. 3107 Rati 31%
Avy, Rating _ 07 |Avg Rating — Sutter 3o e
Rcnel G 26 men
a Fortester 30 =en
5 4 R Jupiter 3o vown
3 2 Stews Vonder Haar  Yankoe 30 aven
' N
No scora 1 o score: 1 R Legena:
% Winffia T v [wwinTe Be% T s o varais o Avtr e tompadn® Y
Avg. Rating 304 |Avg Rating 3068 « 39— Moural Deas nol cfter quctes Lat affecks posiianing s grifianty sithsr

- Tha £ Ral ng refors £ boe exter Lo which Raa © Teesagiig was imiluded
17°te e tler revies Avg Fela a1geisirom 3 540025 N9 Messagng
of Me~bones negalwely 2 J=5rme messagng, ~auval lng 2 Hanest

351" T essAgY * Fos e ton=)

iy

2 j{‘r o B

« o 5-Fawrabls Tencs o clfe pasies oucles
4 D~ Hghty Favarabie  Claor 7 uidersLafnds Come biurtecn siriea,

o
i ¢ 4 ge

Prglary affers p2athe Juotas 3Tk AW on the corpet k21

Gary Schare
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Content Production Products

Res-lime copiure e o trAnacode Tom a0 wav 9 mprg mpd

Mocintcsh Windors

RealPresenter

[<ng MPEG Encoder
Rualdudio Creztion Kit

Baslc  tus  boRM and MP3 SureSkeam Cmats HTML wab pagy, pubish
Io eman or CP e Limea
Custemizable ancada seltings Balcn and scriplng suppant
Plus  $145  Hatkrards campaitaiky to RealPlayer 5 0 Bondmith :‘"‘:‘m‘_" Wndont
- 31| €14 ard 1¢a.ng
T Symch N 1ages 1/ trenaifiona
2 Bask  tee  MPIand RM tupport SureShemn asdio PLbASE to SMIL and Wiindows
JH HTML i
[
:_; Plus 56895 h:.s':g::;ng.ltgo meg sLppart, (ayaut soniml (S Winderis
« T [ T6 SYRCRNONE 4 BTG BN WdeD W 140
fioslc  tee o praduce an ox-demand SML kased prusanaion TOL Email Windons

noh Leailan

$24 35 Sobwars MPEG #icode Oulpuis MPED i MPY.

Sound foundry Jeunc Forge A (M), Rea Shisshar PIus,
24100

ReaProducer

Windowis

Clazner 5 RaalSyedem Edlden

JLed mducer b
Berrun's Claanet 5 aulsat ko RM batch encocing procesting

Mutheiing

T425 00

Maciniarh Windowut

Han Pra

z

£

3

© :;::‘““'P"“““““ PB P8 Chdners Edition and Plus Wit

= ¥ 3

=

2 S huidla far Realyldaa Bask  dve mrmlv Slugio (Sustyubrer vovie Mokef] v bask oulpul lg L
2 _

- o Realiden Pl 38985 Pinnache Stucio v adifiznal euthering kelures Windows

S w10 Soution for ReaIVIdee HYY 3149 95 Pinnache Rruck Plus v 1354 et card Windovs

T

=

S \0ec Creanon Kiuligial 3248 Stude Soiuhion lor Resivides + ReaPmducer PlLs Vilndonz

[

3 RealVidac Creztion P ﬁ:ﬁunu Fam FlickerFras {anslog wdeo coptars and [

Qap 100 conl, aad ReaProduc e P lus

3241 00 GRINS Edtor Pro (SR{L awthormg tool} snd RealPreduce) Plus

Meacniosh, Vindows

Digltal ¥iden Creatar interm,
Eclion USE for DM 4150

5291 (G barduars captue sHLLien

PCI

omprey 100

3199 06 Video caplure cand

imany mare).

Reai Pariners with and misin many hardwar devices

ety st e €yt S § s B o
i i i d ok, g &

David Caulton
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Digital media growth in consumer space

» Increased participation in many digital media
activities
»w One in three internet users download music
»w One in four listen to internet radio and ofher streaming audio

Growth in DM Activities*
35% - mm g
0% anpune Cow Nkoad mUSIC
250, =—ir— L 51601 t0 racio amine
20% - Listen to steamng
B audo
15% ¢t — +Tred napster of
10% - gruela
’ Create ow nmse
5% 4 ods
4 ~ Dowrioad musi to a
D% + portable
Jan-O0 Apr-00 JUHOD  JuldA ngfSept-
00

“Cone by member of Hi- in past month

Sourze Digital Media Consumer Tracker /00

bt Soid i one s} i R b E et B e T g
B e R A S L VR

o o — i
SETEER T IONOT GO M (e Ona T,

Gary Schare
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Digital media player awareness

» In the consumer space, Real is the most familiar
brand of digital media player
»w Real's awareness has grown from 39% to 56% in the past year
w WMP only brand to grow at & higher rate during this period

Player Awaranass

' moOsct3g & Jan-00 0 Apr-00
1. Juk00 & 5ep-00

B0%

40% for

20%

0% + }
WP CukKTime Redl WinAep Nane

Source  Digital MWt

Fob b st s » {ogs b dotie sk biobel i ek okl s
M HIE TR AN DD PP I 13 s b e ol et e AT N

Gary Schare
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Digital media brand perceptions

» Even with Real’s strong position in awareness and
use, DM brands really aren’t differentiated in the
consumer space

w MP3 perceived as leader, best content selection, best sound
» WM and Real close/at parity on most attributes

S Pl e e |§m.§!!t RSN XN
Leadar In providing
dightal rhedla Bes souni quakity
MPI 14% 12%| 20% 21% [ulakl % 10% 14%| 165,
Real 9% 7% 11% 12% Real % 4% % B%0)
WM 14% 14 %) 9% 1%  |Quckhime 4% 6%, 5% 4%
Quicktl e 10%| 12% % E%% Wi 6% 7%| 3% T%}
Dont know 44% A42% 38% 35% Dent know 63% B4%| 57% 54%)
Best slection of
condeni Hest vidao quallty
MP3 14%| 2% 7% 19%) CncKhima 10°% 13% 12% 11%,
Real 17%, 5% 9% | WM T% 8% 7%, 1%
Quicklime 5% 6% 6% 5% Real T% 4% 6% 7%
[V 8% T% 3% % MP3 +%. 6% 6%, 7%
Dent know B0%| B2% S4% 52% Donl Know 66%; 5% 50%, 58%|

Sowce Digtal Madia Consumer Trecker 900

e ReveR S dlapanite T 6008 Sl

Gary Schars
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Media Metrix Reach/Unique Users
Phayot Roach Msdie Metrs Jand Fat-# Mard8  Apr-bb Meyd0 Jun-9 Jula(d Ay Sap-0 octio

Reaiptaryer 21% 24% 8% 2% e A% o e A%

we 2% 2% 0% 2 2% 1% 2% % 1%

- 0% " . [ a% ™ % 0% £

Wamp 4, " ELY 11 &% % ™ &% %

" Nepser o n na 4% a5, L 5% % ™

Usars (§00°s] Reaptayer B791° 15T AT 22960 24153 M2 24303 25083 Banz
W WM I5EE 15148 18826 eamt  15ga1 177M 1GEAE 15097

ar 7955 7087 5207 5136 094 B 446 120 1703 5987

Wiarp ERL Y azs aan 4391 4g24 4802 8141 5130 4747

Napster e na 14 2897 3568 4430 4936 §729 5316
Fhyer Unzage Reaipiayer Toak 6% 2% % 7% e % ™ B
owe EL) 45% % 5% 6% 111 % ws i

ar n% 2% 15% 1% 0 1% 0% % 20%

Wnanp % LY 1% 3% us L] 15% 15% 12

' :
Raach Mocsn sr g FABOS MW APRE0  MnAND JunM B0 RUBOF  SepW0 008

Rewpinyse % 2% EUY 6% 2% 7% I 9% BTl S

e 2% 2% 4% n% 2% 19% 5% =% 4%

at % 5% % 5% [ ™ 6% %

wnang % h A% % 4% kL] % 5%

sapsiar na na ™ E % m i 5%

Usars (#00°5) Reaipinyer 6342 909 7263 1730 Tie8 3941 108 3263

e 521 5010 5914 stz 4 1082 5960 5405

ar 1796 1562 1407, 1360 161 1902 1360 2042

R " Whnamn AL % T8 1213 1165 148 150 1az

o spalar _ i ma: o Mmoo om at Tes a1 1179 13%

Flaye! Usage Resiplayer % 52% e 53% [ 67% 0% "% [

T vl 0% afd 4™ a7% % 1% 0% % L

ar 0% u 12% 2% 12% 1% 1% "% 15%

Wnarg ELY "™ EEY s 1% 10% 0% %R 10%

haps et na na na na, na ™ % % 10%

Source Media Metnx 10/00
P TR e TS L I P b G e e i R P P Y
iee oL i Gy o o sk s e s e o1ty - 50 |

Gary Schare

Share of New Content

u.S. Only

Real 61%
WM 38%
QuickTime 1%

International

Real 60%
WM 37%
QuickTime 3%

Top 100 Media Metrix

domains US:

Winning 22%
Fighting 25%
Losing 53%
International - Top 100 Strategic Partners
winning 30%
Fighting 18%
Losing 52%
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Nielsen NetRatings Format Reach

Fama

Farmal Ruach Aioizenfoirings Saoh  Pebdd Mard  ApS0  Mppd aad0 G0 Mughs Seps  ORtle
Real Slraaming 260 2% % 29% 0% u% 3 Lk £ kI LY
W Streamisg 10% "% 1% 12% 1% 12% 12% 12% 12% 1%
* QTSteariny % " % "% £ o 5% % % "
Users [His) Mes Siraaming 155 o4 na 26 5 %3 T ira a7 bl
Whi Streaming ,4; 1 -1 4 mnn 96 ne 107 1no 122
QT Streering 74 7 75 72 78 7€ 01 79 Mo Te

Source “ielsan NetRcbings 10/00

s L L T oot ot el sl 3.

Gary Schare
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Streaming Technology in LORGs

» Adoption of streaming so0

Adoption of Streaming Technology

technology (any brand) :
nears 20% among LORGS —+ 4 1o

[
& Tota LORG 1093

B Toki LORG 400

w  Streaming technology 1 Tata LORS 1090

4

used an both intemet and o
nTRAnet
w  Opportunity among both %
current users and non-
users 16% 5
[
N % sreaming en % skoaming an S plantc deploy % plan fo START
5 ha{:::\mong Streaming LORGs intamat servers inTRAnatsenvere MORE shreaming using sraarmng
14
0% echnclogy technelogy
; Use;mw Among thosa companles using
streaming technology today, WMT share
exceeds Real
w Total share for Real 41% compared fo
Use VA AND 8% For WMT
Real
20% Use Real Only
12%

Gary Schare
Catherine Ward
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Global Handset Segment Share

- 1]
Global Handset Vendor Market Share Comzany 3;T;| .'?’:,',"ﬁi{;sdd
\ mitkons)
AE e i o 72 2695
F— claa
\ 8 Nolua MotoroR 154 157
W Moiold | [ Encsson 102 101
O Ericeson
Penascnic 56 55
. |0 Panasonk |
f—— Alkatel 55 547
H Semens. Siemans 55 542
B NEC NEC 55 541
O rhers
Others 251 249
TOTAL 9385

Regicnal variations
Thare are significant regional vanabans in market share, including
Germany — Nokma 25%, Siemans 35%, others in single digit %s

Japan - dominated by Japanese manufacturers, Matsushita
{Panascnic), NEG Sharp, Toshiba, Kyocera 1 Neokla, Encsson have
virtually no presence, but are beginamg 1o target the market by
develzp ng Fmode handsels for NTT DeCoMe

Korea — dominated oy Korean manufacturers, Samsung, LG,
Hyundai Again Nokia has virtually no market share

s 3y 1B fpsn s
H 3o gl b

Source Datayuest report September 2000, Ggures for Q2 2000 _
S i ; 0 Bueot e i G i, 2

iopred

Kurt Buecheler
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Localization Summary

w English

» Spanish

» French

w ltafian

»w German

» Japahese
» Korean

» Dutch

» Swedish

w Portugtese
w Trad. Chinese

» Simpl. Chinese

» 23% of total net revenue comes from intl operations
w13 % Burape
i Asfa

+ Real locaizes the Player § witt 11 languages
» Supportza wide varlety of platiarms
+ No server o encoding toals are locallzed

»

FITFITITTITFFFT

3

» 12 Player languages » 12 Media Guides

USA
Europe
France
Germany
Haly
Netherlands
Spain
Sweden
Brazil
Mexico
Japan
Australia

Real supported platforms*
" Wings

Win 98

Wi 2000

Winkls

NT4

Mac [Engilsh omly

FEFIFF

» 10int’l Websites
» USA
w UK/Europe
w France
»w Germany
w Italy
»w Netherlands
w Spain
» Sweden
w Australia
» Japan

3 It webatss go muliple layers desp,
but &l end in English pages

3 Mixed English and focal language
conlent

» Easy 1o find confent and downlond
Player, both fes and fres

» 7500 mlesnational rato stations

David Caulton
Dagmars
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Current Litigation

Quitstanding Cases:
1
State Cases
CA L NY L WA Cther Tatal
WA ] [ ] ] 1 [ 1
Total Cases a ] 0 0 1 ] 1
Federal Cases
Seowriag Fraud Patent Copynght Trademark St(::zfu'rv Orthor Contrast Misa Cimos
0 [} 1 1 1 13 a a
Summaries of Noteworthy Cases: Total Federal - W
- RealMetworks vs Streambox — In December 1989, Real filed surt against :
Streambax alleging Digital Millenrum Copynght Act violabons hased on three
Streambox products that crcumvonted Real s copy protections far ns farmats |
Streamboy countared that Real was attempting $ monopoize streammng media Grand Totat 2

Tha federal court in WA prohitited Streambox’s sale af VGR and Ferret procucts,
but found that Ripper (which converted Real's formats ta other farmats) could have
uses that didnT viclate the Act  The case was dismissed In Septembper 2000
\Raalletwarks Privacy Litgahon — Eleven congumer class ackans alleging that Real
Iicitty enliectad information about users without ther <nowiedge or consent  In May
2000, Court stayed the litgation upholding the EULA requirements that paries
resolve such disputes before an arbitratar

2o
x4

Rich Lappenbusch
Chris Meyers

MS-CC-RN 000000227109
HIGHLY CONFIDENTIAL




RealPartner Program - Partner Requirements

ReslPariner Program Recent [otable Iems.

- fulded a searchable online parkzgn detabure

~Now charge for all but the most basic level of membership
- Added membetship requirements of two reference siles
“Hnprived web presence - well arganized Information
~Thud party taniel ads o puiner pages

Pariner applicalion now murrors WMSP

*Leve] 4 pariners assigned gccount manager

ET T R

i Repncbiltih. -

f RoalPertier
T program

Llemcgraphic ticemation -
Annval fee

Capable of delivening produet o service

Annual tech traming

Annual marketing trainmg

Use RealNatwotks media on site

RealPariner logo on site

Two reference accaunis

Potental Jor custormized obhgatos per separate agreamert

Onahficatian detarmned by RealNelwizks mals sake
disctetion

Byt s

ERRARLERS

Gary Schare

-] [ =]
3495 $495 3495
o % @
L £
. w
) L
bl
4 L3 %
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Training

AR MGy d AN oM (e anan ypRbn i
Thiz Loumy 13 b 3udhe o e DIOGULIER o fknandds TEw mel Grg L 5 ds will &
Training Classes conten? authare Webnvasiers and framng canient devebes Taul ram -bout zadert
“Two Courses. mdam T‘T?f Ia,\:hm:ll‘fuunnamdwbuilmnu adia and gan 3 sohd
ndecalzikng of Resltotwake Hreating ecwokay
“RealSystem Content Creation (3 days, $1495) )
-RealSystern Adminsstration (2 days, $1095) kil YW Bogaten
“Online Registration « Latermiwnd Fealpstom archiachen

Kenewhedye of reuies £no ap mal hardwaie componerrs kit media pmducticn
Atcuim sours tIa

Enrcang of 3 ho = 3 dkn ~ankan

Uze Pus, Puzum Fhus
A RealMad

Fukle mlbbeta

Irvnke & Atand a e playr fom TV

Conn e mplny bt e ¢ Rtk vin

Irplerman RualPheess emaedind pogms

Auh g By P PadTgnn ReaFlads oml SMA R

Pesam 4 armeglcaly phonsd M. presancalon

sClasses hald In Seatlle at Real's Offices
*Hands n / Instructor led

«Nax 20 students per ¢lass

«Pentum lii workstations

AvaiHetwrle v Syllobus

The cowse s for IT prafessiorels Webmesters snd netwokcng co-sulasds Yaullgan @
tharsugh know eo)s ol FesdSan admindtiation and the qualifcdienn b daploy snd rsinis n
Faliarworie Sabarsty of Sucamicg Ark 3 slandand :lrearung media server

e e FaLE I $ 37 50%% 1 8 KGO AT 3, U AR SEAR ey Falp e o
Ll w1t b yoy¢ andruse, caby rezuned o vk saaee ga7vhime ks
comrumcy bawdeast eobs prsa el er—olvesf an aabwnr! o bk e ckr ik of

Upon complution ¢F bach coursa, sudean will ba sbie w
st oy o aabbe: Unilorsimrd Raal5 pelar s hetactire
el s Sewver

Wty RaalSever aclmy

Configune RealBeres ape ona

Cattr on-demard prawe da s

Deiver e Wobcasts

Road RealSerset ACtan) Pepona

Ersbla rulicstimg for Wabcast

S up Spliling Fervers for Ine Meee sreams
« Authamcaim RysSoror vERam

» BEadhJi0cL Szl L
BanShabio b apne

- e

O ¥ AAME BIRSIMI oS

+ AbrEHe tham ¥ Ryt
4 ! S AS SIS BHEbon A% ArarET s
o Moo puamimcn 1 S | PO 90 KRR SR Weda LHRMARGE -2

SUHE 03 o AT T2iing Fad s
Ruiba s LEn 00 e, A eared *0 paine {aggd sy e atimpa sl g

whtitr and doghl 3 B~ basec ¥l Plhe 10 7wy Wiy o gt wit W bagh
peoemmarce Sarl ke wore

. - - - - B .

et e TRILEE L O T B e e e i e i
%"W, e - AN i, cemies e i B e

Gary Schare

JimRein
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Cost of Streaming Ads
ad Keyenuas May ot L over Lagts to Deliver Yoeanung Lontent
Straaming | Spead . Sita  Cost .
N ! Langth . Par
* Cantent ¢ Type | + [KBPS]  [MB) Per i
Delivered ! (Beconds) |~ W pes . L000 %
. I Users :
- ';" Tomeme e :'“ R A St s M
VHS- ; f_,"g'"' : ! : . i
< gual ' : 200 g.300 7.4 0,01 | $75.0C -
i ?‘d!;m !sacund : ! ¥ ' 3 1
! ia ' + 1 X | |
T e S S AR
H 13 min + ! : ! 1
| Low-quahiy 3 20 | 200 'o1iba 25 soo1 42500
T wideo ! smeond i s s s s !
1 H 1 3 i
f"*“““' “‘“""“““"."‘ T et Em T
; Inkemet | : | .
. radio - €D 'gosd 4.7 ;50,01 $47.00 ;
§ gquakicy . . .
: i :
! f T
i Internat H : . i .
, | radig - £ : 0,224 - 1.4 ! $0.0L | $14.10 .
I 1 guality B i
i
e ettt oim et o0 e bl £ st ke e L 41 4§ e v e i &
' AFhara sva B dibs gpar bpta Thavefore 300 kilobks par sacond agaais 31 5
* lulobytas par second *SAveraga cort to content provadars o dehver 3
 megabyta of data Source Fhe Standard

Kurt Buecheler
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RN/MS CURRENT PRODUCT Comparison

» Where MS wins » Where RN wins
w Audic Codec Quality w Synchromzed media
WALA 15 has down Wil aoross ail hirales . Theyare seen as ;meng SMIL
w DRM

w Mulb-platform ;

v Mac Player Lipux sener
w Ease of use

* RN s itid pariy add-ons kess than impressive
»w Screen Caplure

Codec and screar caphire app

w All-in-one Media Player Seorver e encoder

- RN requres tives apps w Server administration,
» Browser integration monitoring, logging

T e ba mors pawert v SKAL w Integration of third party apps
w Server Scalabifity and and plug-ins

rehabliity »w Standards Based Networking

w Playlist support - RTSP RTP

w Push distribution
» Where we tie
» Video Codec Quality

They may have siight advantege at low birstes aniy Product featusres are impartant
; . ; ... but currontly the major battie
» Authentication and Authorization models 1 in marketing and bus dev.

w Skins, visualizations, media managsment

SRS R T L e petasad ot A amE Use Ori 6

DELETE THIS BY 127
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Demonstration Slides

DEMONSTRATIONS

P R T T R Ly B S I S S TR .. R
& i oD (LI fwww:sm:m:auz,..:\; LRCIELET I i &L 13,5 Ot
e i na e R EE ICTT BT e s oliE Ty v i .

David Caulton

50
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The Real Platform — Compl ete Webcasting Server Solution

» Amacwitha
firewire camera is
doing a live
broadcast.

» Distributed by a
Linux server.

» The server
administration
cfient is built from
htmf and Java.

» Very powerful, rich
clients on afi
platforms

» ...Rea!l
everywhere,

Windows nowhere.

Demo — realserver admin, finux player

%

RoalProducer

Server Remote
Admin
2,

33

David Caulton

This centers around the webcasting lan over in the corner of the room

You care because this demonstrates that cross-platform media isn’t
vaporware — Real makes it not only possible, but optimal.

Key points:

1. You don’t need windows for any aspect of the media world

2. There is no degradation in product quality in these scenarios
3. Clients are strongest on all platforms .very rich media content (Flash,

SMIL, etc . ) look the same everwhere.
4. Note that both live and on-demand are here

5. Note that QuickTime is streamed from the Real server to QuickTime

clients.

6. Note Java administration client
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Benefits of this cross-platform strategy

» Server — Servers on all platforms
» Ride the unix bandwagon

» increase cost of switching (e.g., going from real - msft is
easier on windows than linux)

w Enable Sun and Linux dedicated shops

» Client - Rich, interactive media in the player,
everywhere

» They have created the most attractive broadcasting and
advertising platform.

» Reach all possible users (win, mac, unix}

» You really can write once on the most popular formats
(Fiash, Real), run everywhere - apparently with Iittle testing.

w Positions them for new embedded devices (e.g., Netpliance
iOpener)
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How the consumer gets “Real”ed

» it's on my computer
» Comes with AOL, AT&T @ home
w Sony, Gateway, efc ..

»w Aggressive bundling with devices. ] ‘
» “l need it for cool content” wili Aorida's
Supcame Cowrd
w A happy MSN/Mars user goes fo decide wha is the

. next Presicert™
abcnews.com.. .warnts fo waltch a video — Must Rezfidan

get Realplayer. Click “get’ link...enfer Real Land (downtsad
. . ! FealPimrer:

LRIy hbE T8 G s
 Copimbzamus sec i e niwem
Tonuk nd s gophcEC

0 R GRS N BN 0 il
e~ WA TP

Dema — download and install
ReaiPlayer

David Caulton

You care because it explains how and why users get sucked into Real

BN

b

Most users don't get Real because they want Realplayer. .
They get it with some other software or service they want
Or adoption is driven by content

Once you click to downlcad RealPlayer, you get driven relentlessly to download the
paid version

You also get a bunch more than you bargained for...all downioad's include other
products and services
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The Real Desktop

Spam the desktop
with thetw and
their partners

IE gets RN
favorite, toclbar
ican

ri 5
Menedt Wad'wi
¥cuef docens ML “enplde
Wikl Fle

Wiriomes Midia Avde'rdes by i : L . MIME types are
'::E - S .

b oona i Tymeh
et g D Shehic grebbed on mass

CD player
becomes Real
lcon

System tray and

Quick launch get
icons

Start'search menu
gets an item

David Caulton

You care because...well, just look what they do to Windows!

Note AOL link on desktop

Note all the links to products and services on desktop
Note quick launch, system tray icons

Note MIME types grabbed

Note new start/search “media search engine”

Nearly all of these lead you to a Real product or service that generates
revenue.

ook wN =
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Summary - RealPlayer Download Process

User starts out just wanting Realplayer, but ends up:
*Getting relentless upsell to the $30 player, and more...

* seeing revenue-generating advertisements
Installing extra software

*And they grab the user experience - This user will never
be more than a couple clicks from Real again

Demo here is that they user goes 1o abcnew.com, wants some content.
Must dl realptayer

Show that the dl process ends up installing much more than the player....

Next slide will act as a guide to how thorcughly Real has nabbed the user's
windaws.
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Demo - What Real Grabs,

and the effect on Windows

SMIL
RTSP
SSM
Mpeg
Mp3, mp3 playlists
Wav
cD
.au
AlFF
Avl
.wma

v W W W ¥ " W ¥ v v w

...Pretty much every
media type

» They grab, and if anything gets
grabbed back, they nag or just
autograb back

‘ wwldymi;a tac.:ﬂn:‘ Ha?

T e oo ki

" gyt ProdPByste ot defsut plape oo o s sigpotsl:
SO Ry et it stple

» As aresult, Real owns
substantial Windows
Interaction.

Demo - Real owns the media
experience

Won't list all the media types, just say they grab everything.

Two demos here:
inserting a CD, up pops RJB

doubleclick on a media file, get Realplayer

Go to a web page from mars, click on areal link from ABCnew.com
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» Demos
w playinga CD
w Playing an mp3
w Getting MSN explorer

ek e S S Wi bt ot peon 197
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Demo - Real owns the windows users’ Media experience

SR ‘/\hether from a |
B CD inserted into
g thedrive...

d ...ora .wmafile
from windows
media player...

LYou'll be
using RealdB
and seeing

Real’s ads

David Cauiton

Why do you care? This demo shows how you end up in RealJukebox
seeing Real ads whenever you try to do anyting with media

1. \Whether it's from inserting a CD
2. Or from clicking on a WMA file
3. Note the artist guide links to Ecommerce partner
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..And Real gets a substantial hunk of the internet experience.

~ g s Completed
7,-"-"-“'“"‘:'?’}’ -ig downioad
e ™ notification

Progress
indicator

Gratuitous

ST RN L=y
o
i

e ! Ad window
o

David Caultan

Demo slide... how RealDownload works.
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RealDownload

Real is very aggressive about getting RealDownload onto Desktops

What is RealDownload?
For users:

» Hard to get far with P —
RealNetworks without Tyt FeETTT :
encountering this freebie — w/ e Ml 3
free player, most of their game %
downloads, etc... R+ o v g o

» Friendly downloads — ads T
resume, autoinstall, fixes
windows downfoad dialog,
caches downloads

For Real
» Provides adware real-estate
Caprtalize on thrs unique sponsorship to

> Trac':ts t:)serkdovgllords, mteract with one of the most sought after
reports back to Rea internet audiences - the elusive “captive,
passive” audience,

FURT e o

4T A1 A1 32 Pl GRS T e Bre
Tau, | wa bl KealDewaduad 4p 884 10 dawalond ey gara £A)

— RN advertizing brochure

SR A o E L ey
HE e e

EEG.

David Caulton

Why do you care? Realdownload is important to Real as a revenue vehicle,

Ok N

and abusive of Windows

Users get it because it comes with other stuff
But it does ad value — friendly downloads

Real gets ad revenue...

...and to track lots about user behavior.

Many users hate this, but it's tough to get rid of ...
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On the privacy topic...

Realnetworks seriously and consistently violates the
privacy of their customers.

» RealDownload threatens enterprise security. Sends
complete internal address of files on enterprise intranet in
the clear.

» RJB has been caught sending private consumer
information to RN

» Real has not fixed most of these problems, and has never
revealed what they do with all of this very detailed
customer information.

RN has never been held accountable for these violations

Why do you care? Real is consistently violating privacy norms.
1. RealDownload threatens enterprise, user security

2. Real Jukebox helps Real utterly profile your media behavior
3. Real ignores these problems and objections.

101
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Remember ABCnews.com?

» Don’t need IE, or msn explorer for that — our users
can just use Real — a very rich media portal

Demo — RealPlayer the Media Portal

vk . e P PTG NPl L R
PRI sfi:“zn 49:: . a‘i, nfmwyw%m

102
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Real — the Portal |

Don't need MSN or IE for that anymore — Real pravides not just a
player, but the media portal...

R et

Take 5 — directly to
premier partner content

Content bar — specific,
personalized content
links

But the action is in
GoldPass — our user is
hooked.

David Caulton
Why do you care? This is realplayer, the center of the Real client strategy

1. Note that the user wanted to simply watch abcnews.com... they've gotten
a media partal.

2. Internet Explorer and msn are less convenient as a media portal

3. Take 5 - premiere partners who pay for this space — gets users to the
coolest, richest content (and advertising)

4. Content bar — customized on install... the content the user wants, right at
their fingertips

5. Goldpass — the center of Real's * net” strategy. ...

103
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Demo — Focus on Goldpass

Subscription-

. SBubscription content based Plus
What is gO|dpaSS? — leading with adult Pack — new free
» GoldPass converts $29 PG-13 or R content software every
software purchase into month
$120/yr GoldPass
subscribers.

» Planning on getting top
1% (1.55million) users
hooked in for this

» This is also a trojan R
horse for adware, Exclmmon Teluckiy WSS Ofiec

- i Furg Mk P o mgh Soat

especially RealDownload [ i

e

5 vy e f b how e e
Aeb T MM LA bt NG op ¥8E LRI
Farn 3 clstaca daed oo oot m Al LI B¢ fR 0 STe

oo wamboeans oo Psaile
i wwen v st U s F R e

Byalllasw § Fin ol
el r L Wi i T sl
Fhyier s Pine e
ireabbryied ) wewer 90 -t word
i s

» But. .right now it's very Jumeromeemee
expensive, and without e PO
+ ot |

OWlaH s 3t ik

great benefit et

Coldym Undae

Sogf o e a8 spdetrs, cn]
b ko DL PR D b 1]
sy v atns PP R fonl

David Caulton

Why do you care? Goldpass is the central Real subscription service.

Converts $30 users into $120/yr subscribers

Plan to get 1.55 million subscribers

You get cool exclusive (adult and lowbrow) content

You also get “free” software — some useful, some adware.
Now introducing other draws — sweepstakes.

ok wN -

This demo will shown first a Goldpass video featuring bikinis, and then a
user downloading a free game.
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Demo - Grabking the media ecommerce experience with Bluematter

iematter ;|

pramigmidigiial music

B | I e INTERTRUST
: s Tes W brrey £y
o Lontlrd bt Bepets S,

» Intertrust
» RealNetworks

» Provides DRM solution
(license management » RealJukebox for content
’ playback, playlist

content encryption
ryption) management, interface for

mageyr d

» Magex cover art and lyrics
» Client side wallet, e- » Universal Music Group
commerce clearing house ]
» Content provider and

+ Founded by National . .
Westminster Bank financial backer

David Caulton

Why do you care
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Bluematter Discussion

» Easy, consistent purchase Ul
» Secure downloads

» Single wallet, very simple to use and recharge

» Waeaknesses — not fully baked
» One format only

» Showstopper bug - Can't mave/backup licenses

» Realdukebox only
Very limited content sefection

¥

%5‘33’3%{%53;;;’; B DR
FORFROERG D ¢ L LT Bt

:
1yrics | pion Fimages | oravies B tnes
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Demo - Making internet media easy on “¥Yxr00LGeos:s 1 #

B igg.,gtg@;:-: ‘,i(/l)g‘ 1'-.«»--;- i

£.= i Fuhea i
B4 Tl

Wins for Hosting service:

Eats bandwidth, space...drives upgrades to
premium, cool feature

Wins for Real ﬁ

Viral Marketing - All my relatives now have i timaen wdsim st i} 7 e 120 4 i’
RealPlaysr installed znd the Iink s to Real
Entertainment Canter

Weaknesses — not very pawerful (but
Platform adoption do users care?), sloppy execution

David Cauiton

Why do you care? This cool product makes it easy to get video up onto your
hosting service and web server.

1. Great for geocities, drives users up to premium subscription

2. Great for Real — gets more players out there, gets more real files on the
web

3. Revenue for Real
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RealPresenter Plus demo - enabling content for business

i R L (LI N

A S pp e BT

& dawg a live
broacheast

+ Drsorbuled by 2
L server

b Tiva sorver T ‘
admmisfraiian ] . .
Sifentt r5 Buklt b E::I ey —
frem himd and el
dava ﬁ!& s

[+

A i 5 VR DT S Ve Pt T s scma e oo

-Deeper into the infrastructure of
corps — moves ppt files onto their
platform one way.

-Drives Player downloads.

-Developed for free by Intel Labs

S i Eied 5 3 dip i S 0 B
FRglfbae = il B e e s i 2 8 O st

Recording a presentation ., easily creates
and serves very rich SMIL content that you
need RPlayer to view

Viewing it, live or on demand, p2p from
client machine {with lots of RN ads)

Cons: Somewhat cranky fo install — dependent on
lousy capture devices Also, the PZP modsa! is
scary to enterprise

David Caulton
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Demo Summary Slide

»  We've seen how users start out wanting Real content

» . but get sucked into more software and services
Also how once you have RealPlayer, Real is the media
portal - you dan't need IE or MSN to get to media so
Real gets the advertising and subscnpbon revenue

»  We've also seen how real is monetizing windows,
creating an "adware” Windows and internet user
experience — nowhere in windows is more than a click
away from RealNetworks portals, placements,
advertising and services

» With Realpresenter and Yahoo, Real 1s enabling end-
user intranet and internet media creation. in RN
platform

r  While these first three points strengthen the virtuous
cyck so Real dominates both player reach and format,
we've sean hew they're working to make sure nobody
needs windows for any part of their media world

RealPresenter Plus

Back to the deck

s ——— Q:rt?'ﬁ“l! y

AR
| o=

EREIOON Gei i H

David Caulton
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