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RealNetworks, Inc. 2601 Elliott Avenue, Suite 108@attle, WA 98121
May 7, 200«
Dear Shareholder:

You are cordially invited to attend the 2084nual Meeting of Shareholders (the “Annual Meet)rtg be held at 2:00 p.m. on Friday,
June 4, 2004 at the Edgewater Hotel, Pier 67, 2d44kan Way, Seattle, Washington.

At the Annual Meeting, the shareholders Wdlasked to (i) elect three directors to RealNete/dBoard of Directors, and (ii) approve the
RealNetworks, Inc. Director Compensation Stock Pldre accompanying Notice of Annual Meeting andxirStatement describe the
matters to be presented at the Annual Meeting.

The Board of Directors unanimously recommehds shareholders votEor” these two proposals.

Whether or not you plan to attend the AnrMakting, we hope that you will have your shareseegnted by marking, signing, dating and
returning your proxy card in the enclosed envelapsoon as possible. Your shares will be voteddoralance with the instructions you have
given in your proxy card. You may, of course, attéme Annual Meeting and vote in person even if jaue previously submitted your proxy
card.

On behalf of the Board of Directors, | wolilde to express our appreciation for your suppdfRealNetworks. We look forward to seeing
you at the meeting

Sincerely,

ROBERT GLASER
Chief Executive Officer ar
Chairman of the Boar




REALNETWORKS, INC.
2601 Elliott Avenue, Suite 1000
Seattle, Washington 98121

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
June 4, 2004

To the Shareholders of RealNetworks, Inc.:

NOTICE IS HEREBY GIVEN that the Annual Mediiof Shareholders of RealNetworks, Inc., a Waslkimgiorporation, will be held on
Friday, June 4, 2004, at 2:00 p.m., local timehatEdgewater Hotel, Pier 67, 2411 Alaskan Wayitge&Vashington for the following
purposes as more fully described in the accompgrRioxy Statement:

1.To elect three Class 1 directors to serve unti®@7 Annual Meeting of Shareholders, or until sdichctors’
earlier retirement, resignation or removal, orelexction of their successol

2.To approve the RealNetworks, Inc. Director Compgoséstock Plan; an

3. To transact such other business as may properlg d@fore the meeting or any adjournment or postpené of
the meeting

Only holders of record of RealNetworks’ Commfatock at the close of business on April 8, 20@4emtitled to notice of, and to vote at,
this meeting or any adjournment or postponemetti@fneeting. A list of shareholders as of that daliebe available at the meeting and for
ten days prior to the meeting at the principal exige offices of RealNetworks, Inc. located at 2@Mlott Avenue, Suite 1000, Seattle,
Washington 98121.

BY ORDER OF THE BOARD OF DIRECTOR

(B i

ROBERT KIMBALL
Vice President, Legal and Business Affe
General Counsel and Corporate Secret

Seattle, Washington
May 7, 2004

YOUR VOTE IS IMPORTANT!

All shareholders are cordially invited to attexd the meeting in person. Whether or not you expedb attend the meeting in person,
we urge you to complete, sign, date and return thenclosed proxy as promptly as possible to ensureworepresentation at the meeting
A postage-prepaid envelope is also enclosed for thaurpose. Sending in your proxy will not prevent yu from voting your shares at
the meeting if you desire to do so, as your proxg irevocable at your option.




REALNETWORKS, INC.

PROXY STATEMENT FOR THE ANNUAL MEETING OF SHAREHOLD ERS
To Be Held June 4, 2004

ANNUAL MEETING AND PROXY SOLICITATION INFORMATION
General

This Proxy Statement is furnished in conmctvith the solicitation of proxies by the Boardifectors of RealNetworks, Inc., a
Washington corporation (“RealNetworks” or the “Caanp”), for use at the Annual Meeting of Sharehdddgne “Annual Meeting”) to be
held at 2:00 p.m. on Friday, June 4, 2004 at thgel@ter Hotel, Pier 67, 2411 Alaskan Way, Seaftlashington, and at any adjournment or
postponement of the meeting, for the purposesstt in this Proxy Statement and in the accompanidotice of Annual Meeting of
Shareholders. This Proxy Statement, a proxy caddrealNetworks’ Annual Report on Form 10-K (the tAmal Report”), which includes
financial statements for its fiscal year ended Dawner 31, 2003, are being sent to all shareholdenescord as of the close of business on
April 8, 2004, and are being mailed to the shamia of RealNetworks on or about May 7, 2004. Alfiothe Annual Report and this Proxy
Statement are being mailed together, the AnnuabRépnot part of this Proxy Statement.

Quorum and Voting Rights

At the close of business on April 8, 200&rthwere 168,843,727 shares of RealNetworks’ constawk, par value $0.001 per share (the
“Common Stock”), outstanding. Only holders of retof the shares of Common Stock outstanding at 8oehwill be entitled to notice of
and to vote at the Annual Meeting. The presentieeaAnnual Meeting of at least a majority of sublrgs, either in person or by proxy, shall
constitute a quorum for the transaction of businBssker non-votes and shares held by personsialgavill be counted in determining
whether a quorum is present. Broker non-votes ostwen an intermediary, such as a broker or otimanftial institution, returns a proxy but
does not have the authorization from the benefmiaier to vote the beneficial owner’s shares oaréiqular proposal because the nominee
did not receive voting instructions from the beaiefi owner. Proxies are solicited to give all siaiders who are entitled to vote on the
matters that come before the meeting the oppoyttmitio so, whether or not they choose to atteaddimual Meeting in person.

The manner in which your shares may be vbyegroxy depends on how your shares are held.ufown shares of record, meaning that
your shares of Common Stock are represented bificatets or book entries in your name so that yppear as a shareholder on the recort
our stock transfer agent, Mellon Investor Service€, a proxy card for voting those shares is ineldidvith this proxy statement. You may
vote those shares by completing, signing and ritgriiie proxy card in the enclosed envelope. Atigwely, by following the instructions on
your proxy card, you may vote those shares eitlzethe Internet at www.eproxy.com/rnwk or by telepa by calling -800-435-6710. We
encourage you to vote your shares in advance dhtineal Meeting date even if you plan on attendhmyAnnual Meeting. You may change
or revoke your proxy at the Annual Meeting eveynafl have already voted.

If you own shares through a bank or brokefageaccount, you may instead receive a votingrirtion form with this proxy statement,
which you may use to instruct how your shares shbelvoted. Just as with a proxy, you may votedlsbgres by completing, signing and
returning the voting instruction form in the en@dsnvelope. Many banks and brokerage firms haam@ged for Internet or telephonic voti
of shares and provide instructions for using theesgices on the voting instruction form. If younkaor brokerage firm uses ADP Investor
Communication Services, you may vote your sharashe Internet at www.proxyvote.com or by callihg toll-free number on your voting
instruction form.




When your proxy card or voting instructiomrfois returned properly signed, the shares reptedenill be voted according to your
directions. You can specify how you want your skargeted on each proposal by marking the appropbiates on the proxy card or voting
instruction form. The proposals are identified lynber and a general description on the proxy cexeting instruction form. Please review
the voting instructions on the proxy card and rémesdtext of the proposals and the recommendatibtisedBoard of Directors in this Proxy
Statement prior to marking your vote.

If your proxy card is signed and returnedhwitt specifying a vote or an abstention on any gsaf it will be voted according to the
recommendations of the Board of Directors on thappsal. For the reasons stated in more detail ilatis Proxy Statement, the Board of
Directors recommends a vad®©R the three individuals nominated to serve as dirsa@odrFOR the adoption of the RealNetworks Director
Compensation Stock Plan. It is not expected thataatters other than those referred to in this Pi&tatement will be brought before the
Annual Meeting. However, if any other matters areperly presented for action, the proxies nametherproxy card will be authorized by
your proxy to vote on those other matters in th&cretion.

On each matter properly brought before theting, shareholders will be entitled to one votedach share of Common Stock held.
Shareholders do not have the right to cumulate tleees in the election of directors. Under Wastindaw and RealNetworks’ Articles of
Incorporation and Bylaws, if a quorum exists atieeting: (a) a nominee for election to a positiarthe Board of Directors will be elected
as a director if the votes cast for the nomineeeddhe votes cast for any other nominee for thsitipn, and (b) the proposal to approve the
RealNetworks Director Compensation Stock Plan méllapproved if the number of votes cast in favahefproposal exceeds the number of
votes cast against the proposal.

Shareholders may abstain from voting on thrainees for director and the proposal to approeeRbalNetworks Director Compensation
Stock Plan. Abstention from voting on either ofgaenatters will have no effect, since approvalamhematter is based solely on the number
of votes actually cast.

Brokerage firms and other intermediaries Imgashares of Common Stock in street name for custs are generally required to vote such
shares in the manner directed by their customerhd absence of timely directions, brokerage fiamd other intermediaries will generally
have discretion to vote their customers’ shardhérelection of directors. The failure of a brokgrdirm or other intermediary to vote its
customers’ shares on the proposal for the elediatirectors will have no effect since the approafathis proposal is based solely on the
number of votes actually cast.

Revocability of Proxies

If you execute a proxy, you may revoke ittaking one of the following three actions:

* by giving written notice of the revocation to therorate Secretary of RealNetworks at its princepacutive
offices prior to the commencement of shareholdéingaat the Annual Meetinc

* by executing a proxy with a later date and delivgiit to the Corporate Secretary of RealNetworkissgtrincipal
executive offices prior to the commencement of shaider voting at the Annual Meeting;

* by personally attending and voting at the mee!f
Solicitation of Proxies

RealNetworks will bear the expense of pregarprinting and distributing proxy materials te #hareholders. In addition to solicitation:
mail, a number of employees of RealNetworks maicggroxies on behalf of the Board of Directorspi@rson or by telephone. RealNetwc
will reimburse brokerage firms and other intermedifor their expenses in forwarding proxy matsrta beneficial owners of the Common
Stock.




Shareholder Proposals for 2005 Annual Meeting

An eligible shareholder who desires to hagaalified proposal considered for inclusion in grexy statement and form of proxy
prepared in connection with RealNetworks’ 2005 Aairdeeting of Shareholders must deliver a copyhefgroposal to the Corporate
Secretary of RealNetworks, at the principal exeeutiffices of RealNetworks, no later than Januarg®5. To be eligible to submit a
proposal, a shareholder must have continually be@tord or beneficial owner of shares of CommamiShaving a market value of at least
$2,000 (or representing at least 1% of the sharttteel to vote on the proposal), for a period bleast one year prior to submitting the
proposal, and the shareholder must continue to theldhares through the date on which the meetihgld.

A shareholder of record who intends to sutaptoposal at the 2005 Annual Meeting that isaligible for inclusion in RealNetworks’
Proxy Statement must provide written notice to Reavorks, addressed to the Corporate Secretarty thie Nominating and Corporate
Governance Committee of the Board of DirectorsnAtlr. Bleier, Chairman, if the proposal relateshte nomination of one or more
directors) at the principal executive offices ofalRéetworks, not later than January 8, 2005. Th&aaothust satisfy certain requirements
specified in RealNetworks’ Bylaws. A copy of thel®ys will be sent to any shareholder upon writtequest to the Corporate Secretary of
RealNetworks.

Shareholder Communication with the Board of Directaos

Shareholders who wish to communicate withGbenpany’s Board of Directors, or with any indivadunember of the Board, may do so
by sending such communication in writing to theation of the Corporate Secretary at the addressioprincipal executive office with a
request to forward the same to the intended retip&hareholder communications must include corsirom that the sender is a shareholder
of the Company. All such communications will beiesved by the Company’s General Counsel and Corp@atretary or Chief Financial
Officer in order to create an appropriate recorthefcommunication, to assure director privacy, @mndetermine whether the communication
relates to matters that are appropriate for re\iguwhe Company’s Board of Directors or by any indiixal Director. Communications that
(i) do not relate to the Company’s business, @itain improper commercial solicitations, (iii) ¢aim material that is not appropriate for
review by the Board of Directors based upon the gamy’s Bylaws and the established practice andguhae of the Board, or (iv) contain
other improper or immaterial information will not lorwarded to Board members.

PROPOSAL 1 — ELECTION OF DIRECTORS

At the Annual Meeting, three Class 1 direstare to be elected to serve until the 2007 AnMesdting of Shareholders or until their ear
retirement, resignation, removal, or the electibtheir successors. Eric Benhamou, Edward Bleidri@pana Raina are nominees who
currently serve as Class 1 directors of RealNetwarid have been nominated by the Nominating anddZate Governance Committee of
Board of Directors and recommended by the Boaidictors for election or re-election, as the aasg be, at the Annual Meeting.

Mr. Benhamou was recommended to join our Boardicéddors by one of our independent Board membedsiaas appointed as a Class 1
director on October 30, 2003. As a result of MrnBamou’s recent appointment, he is subject toieleet the Annual Meeting. The
accompanying proxy will be votdeOR the election of Messrs. Benhamou and Bleier andRésna to the Board of Directors, except where
authority to so vote is withheld. The nominees hemesented to serve as directors of RealNetworktedted. If at the time of the Annual
Meeting a nominee is unable or declines to senaedigector, the discretionary authority providadhe enclosed proxy will be exercised to
vote for a substitute candidate designated by thaiNating and Corporate Governance Committee oBtierd of Directors. The Board of
Directors has no reason to believe that any ohtvainees will be unable or will decline to serveaadirector.

Nominees for Class 1 Directors

Eric A. Benhamouhas been a director of RealNetworks since Octob@82Mr. Benhamou is the Chairman of the Board ioé&ors of
3Com Corporation, palmOne, Inc., PalmSource, Ind.@ypress




Semiconductor Corporation. He served as Chief BikexOfficer of 3Com from 1990 until the end of ZDMr. Benhamou co-founded
Bridge Communications, an early networking pioneed was vice president of engineering until itsgeewith 3Com in 1987. He serves on
the board of directors of several privately helthpanies, and is a director of the New America Fatind, a Washington, D.C.-based think
tank. Mr. Benhamou is a member of the executiverngtaee of TechNet and of the Computer Science awahiiology Board. He serves as
vice chairman of ISRAEL21c, a non-profit organipatiand as chairman of the Israel Venture Netwarkenture philanthropy organization.
In 2003, Mr. Benhamou was appointed to the JoighHlevel Advisory Panel of the U.S.-Israel Scieand Technology Commission by the
U.S. Secretary of Commerce. Mr. Benhamou holds stdiaf Science degree from Stanford Universityd®tbf Engineering. Age 48.

Edward Bleierhas been a director of RealNetworks since Aprila9% retired from Warner Bros. in January 2004 netiee had
previously served as President of Pay-TV, CableNettvorks Features. Over 34 years with Warner Breswas involved in the
development of home video, video-on-demand, paydd cable systems and networks, with ongoing respilities for programming,
animation, sports, and the distribution of movied television programs. Mr. Bleier previously sehas a Vice President of ABC-TV, at
various times overseeing sales, daytime and chilsigrogramming, marketing and planning. Mr. Blaibairs the Center for Communication
and the Academy of the Arts Guild Hall, serves &sistee of the Charles A. Dana Foundation andvthigha Graham Dance Center, and is a
member of the Council on Foreign Relations. Mr.i@&ldolds a Bachelor of Science Degree from Symatirsversity and served in the
U.S. Army, specializing in public information. Agd.

Kalpana Rainahas been a director of RealNetworks since Dece2®@t. Ms. Raina serves as an Executive Vice PresateThe Bank
of New York. The Bank of New York, a financial haig company, provides a complete range of bankimbaher financial services to
corporations and individuals worldwide. Currentl§s. Raina is in charge of new business developindmidia. Prior to this, Ms. Raina had
responsibility for the Media & Telecommunicatiofgalthcare, Retailing and the Western DivisionoPto her appointment as Executive
Vice President in 1998, Ms. Raina served as Séafig® President from August 1995 to December 1998/iae President from August 1992
to August 1995, as Assistant Vice President fromrétiaber 1989 to August 1992 and as Assistant Treafiom November 1988 to
November 1989. Prior to joining The Bank of New K,dvls. Raina was employed in the Media DivisiorMa#nufacturers Hanover Tru
Company. Ms. Raina serves on the Board of the Cémt€ommunications and ADITI: Foundation for tAgs in New York City. Ms. Raina
holds a B.A. Honors degree from Panjab Universitglia and an M.A. degree in English Literature frtoMaster University. Age 48.

Director Independence

The Board has determined that (i) all thectior nominees are independent under the NASDAMdistandards and (ii) except for
Mr.Glaser, all directors not standing for electairthe 2004 Annual Meeting are independent undeN#BSDAQ listing standards.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” THE NOMINEES NAMED IN
PROPOSAL 1.

BOARD OF DIRECTORS

The business of RealNetworks is managed uthéedirection of a Board of Directors, which isided into three classes, each class as
nearly equal in number of directors as possible Bbard of Directors has responsibility for eststhilig broad corporate policies and for the
overall performance of RealNetworks. It is not, leer, involved in operating details on a day-to-Hagis.

The Board of Directors has determined thatBbard of Directors shall be composed of sevescthrs. Edward Bleier and Kalpana Raina
are Class 1 directors whose terms expire at thaiAlnvieeting, and Eric Benhamou is a Class 1 diregtw is subject to election at the
Annual Meeting due to his appointment to the BazrDirectors on October 30, 2003. James BreyerJaméthan Klein are Class 2 directors,
whose terms expire at the annual shareholders mgeiet2005. Robert Glaser and Jeremy Jaech ars Gldisectors,
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whose terms expire at the annual shareholders mgeiet2006. Commencing with the Annual Meeting, tieevly elected Class 1 directors
shall serve for a term ending at the third annbateholders meeting following the election of sdakctor. Proxies may not be voted for a
greater number of persons than the number of na@ainamed.

Identification, Evaluation and Qualification of Dir ector Nominees

All Board members are responsible for idgimi and submitting candidates for consideratiodieectors. Each candidate must be
presented to the Nominating and Corporate Govem@&uenmittee (the “Committee”) with a reasonablyadet statement of their
qualifications for serving as a director of RealMetks. The Committee and the Company’s Chief Exeeudfficer will interview and
evaluate candidates that meet the criteria forisgras directors, and the Committee will select mams that best suit the Board’s needs for
recommendation to the full Board.

Qualifications required of individuals whaearonsidered as board nominees will vary accorttirige particular areas of expertise being
sought as a complement to the Comparexisting board composition at the time of anyavey. All Directors should possess the backgrc
skills, expertise, and commitment necessary to naadignificant contribution to the Company. Relevgunalifications for the Company’s
Directors include: (1) exemplary personal and msi@nal ethics and integrity; (2) the ability tagage in objective, fair and forthright
deliberations; (3) operating experience at a pefiaking level in business(es) relevant to the Camjsacurrent and future plans;

(4) independent judgment; (5) adequate time ansped commitment to provide guidance and insiglmhémagement; (6) a commitment to
provide long term value to the Company’s sharehsldd) sophisticated business skills to enablerdgs and creative analysis of complex
issues; and (8) understanding and experienceanant markets, technology, operations, finance anketing in the context of an assessment
of the perceived needs of the Board as determimed fime to time.

The Committee will evaluate potential nommég reviewing qualifications and references, catidg interviews and reviewing such
other information as committee members may deeavaet. The Company has not employed consultargsdist in identifying or screening
prospective directors in the past, however, the @idtae may retain a search firm for this purposthnfuture. Once the Committee has
approved a candidate, the candidate will be redeiwehe full Board for review. The Board ultimatehakes all nominations for directors to
be considered and voted upon at the Company’s anmegtings of shareholders.

Shareholder Nominations and Recommendations for Dactor Candidates
Shareholder Nominations for Director

Shareholders who wish to nominate one or marglidates for election as directors at an anmeaiting of shareholders must give timely
notice of the proposal to nominate such candidpte(sriting to the Corporate Secretary of RealNatks not less than 120 days before the
first anniversary of the date that RealNetwork&xyr statement was released to shareholders in ctanevith the previous year’s annual
meeting, or, if the date of the annual meeting laittvthe shareholder proposes to make such nomimiatimore than 30 days from the first
anniversary of the date of the previous year’'s ahmeeting, then the shareholder must give notitie arreasonable time before
RealNetworks begins to print and mail its proxy emi@s. The notice must satisfy certain requiremepecified in RealNetworks’ Bylaws, a
copy of which will be sent to any shareholder upaitten request to the Corporate Secretary of Re@lfdrks.

Shareholder Recommendations for Director

In addition to the general nomination rightshareholders, the Committee will consider Bazaddidates recommended by qualified
shareholders. Shareholders who wish to recommemdidates to serve on the Board of Directors muge ltantinuously held at least 2% of
the Company’s outstanding securities for at leastve (12) months prior to the date of the subroissif the recommendation (a “Qualified
Shareholder”).




A Qualified Shareholder may recommend a Beartlidate for evaluation by the Committee by a@glivg a written notice to the
Committee subject to the requirements set fortbvedthe “Notice”). The Notice must be received hg Committee not less than 120 days
before the first anniversary of the date that tbenBany’s proxy statement was released to sharetsaldeonnection with the previous year’s
annual meeting. Where the Company changes its anregding date by more than 30 days from year 8o, tae Notice must be received by
the Committee no later than the close of businagt® 10th day following the day on which noticalwé date of the upcoming annual
meeting is publicly disclosed.

Any Board candidate recommended by a shadehohust be independent of the recommending shigieshio all respects (e.g., free of
material personal, professional, financial or besgrelationships from the proposing shareholdsrjietermined by the Committee or
applicable law. Any Board candidate recommended bigareholder must also qualify as an “independieattor” under applicable Nasdaq
rules.

The Notice shall also contain or be accomgibly (i) proof of the required stock ownershiglining the required holding period) of the
proposing shareholder, (ii) a written statement tha Qualified Shareholder intends to continuewm the required percentage of shares
through the date of the annual meeting with resfmeathich the Board candidate is proposed to beimated, (iii) the name or names of each
shareholder submitting the proposal, the nameeBitard candidate, and the written consent of sach shareholder and the Board
candidate to be publicly identified, (iv) the reamending shareholdes’business address and contact information, aral(@}her informatiol
that would be required to be disclosed in a praayesnent or other filings required to be made inneation with the solicitation of proxies
election of directors pursuant to Section 14 ofSeeurities Exchange Act of 1934, as amended @xelfange Act”).

With respect to the proposed Board candidagefollowing information must be provided:

* name, age, business and residence addr¢

* principal occupation or employmel

* number of shares of the Comp’s stock beneficially owned (if any
 a written resume of personal and professional éxpees:

* a statement from the recommending shareholdermpatiof the candidate, references for the canéjdatd an
indication of the candide’s willingness to serve, if electe

« all other information relating to the proposed Bbeandidate that would be required to be disclasedproxy
statement or other filings required to be madeoimnection with the solicitation of proxies for eiea of
directors pursuant to Section 14 of the ExchangeaAd the regulations promulgated thereunder;

« information, documents or affidavits demonstratingvhat extent the proposed Board candidate mieets t
required minimum criteria established by the Cornteritand the desirable qualities or skills, desctiin this
Policy.

The Notice must also include a written staetihat the recommending shareholder and the peabBoard candidate will make availa
to the Committee all information reasonably reqgeesh furtherance of the Committee’s evaluatiomelt as the signature of each proposed
Board candidate and of each shareholder submittimgecommendation.

The Notice must be delivered in writing, legistered or certified, first-class mail, postagepaid, to Chair, Nominating and Corporate
Governance Committee, RealNetworks, Inc., c/o CatgoSecretary, 2601 Elliott Avenue, Suite 100Gt WA 98121.

Continuing Directors — Not Standing for Election This Year
The following individuals are Class 2 dirasto

Jonathan D. Kleinhas been a director of RealNetworks since Januz08.2MIr. Klein is a co-founder of Getty Images,.|recleading
provider of imagery and related products and sesyiovhere he has served as Chief Executive Officéra director since February 1998.
Mr. Klein served as Chief Executive Officer and




as a director of Getty Communications Limited, pnedecessor to Getty Images, Inc., from April 1896ebruary 1998. From March 1995 to
April 1996, Mr. Klein served as the Joint Chairn@rGetty Communications Limited. Prior to foundi@gtty Images, Mr. Klein served as a
director of London-based investment bank HambraskBamited, where he led the bank’s media indugiiyup. Mr. Klein serves on the
boards of Getty Investments L.L.C., Getty Images, and A Contemporary Theatre in Seattle, Wasbhimg¥ir. Klein holds a Master’s
Degree from Cambridge University. Age 43.

James Breyehas been a director of RealNetworks since Octob®8b.1Mr. Breyer has served as a General Partnéca#l Partners in
Palo Alto, California since 1990. At Accel Partndvl. Breyer has sponsored investments in overa2bpanies that have completed public
offerings or successful mergers. Mr. Breyer is ently a director of Wal-Mart Stores, Inc. and seve@rivate companies. Mr. Breyer holds a
B.S. from Stanford University and an M.B.A. fromidard University, where he was named a Baker Schalge 42.

The following individuals are Class 3 diresto

Robert Glasehas served as Chairman of the Board and Chief ExeocDfficer of RealNetworks since its inceptionfabruary 1994.
Mr. Glaser served as Secretary of RealNetworks fvtanch 1995 to April 1998 and as Treasurer fromriaty 1994 to April 2000.
Mr. Glaser also serves as RealNetworks’ Policy Ousiman, with the exclusive authority to adopt omgeathe editorial policies of
RealNetworks as reflected on its Web sites or atbermunications or media in which it has a sigafficeditorial or media voice. Mr. Glaser
holds a B.A. and an M.A. in Economics and a B.SCamputer Science from Yale University. Age 42.

Jeremy Jaecthas been a director of RealNetworks since July 2PB2Jaech was a co-founder of Visio Corporatiieveloper of
business drawing and diagramming software, ancedeas its President, Chief Executive Officer andi@han of the Board from 1990 until
its acquisition by Microsoft Corporation in 2000r.Maech served as Vice President of the Businesls Division of Microsoft Corporation
from January 2000 until June 2000. Prior to fougdifisio Corporation, Mr. Jaech co-founded Aldus @mation, a software development
company, where he was the technical leader footiggnal development of PageMaker from April 1984July 1985. Mr. Jaech managed
Aldus’ product development as Vice President ofikagring from July 1985 to March 1989. Prior toriding Aldus Corporation, Mr. Jaech
held various positions with Battelle’s Pacific Nostest Laboratories and The Boeing Company. Mr.Rlaém serves on the Board of
Directors of Alibre Incorporated, a private compakly. Jaech holds a B.A in Mathematics and an Mh&omputer Science from the
University of Washington. Age 49.

Meetings of the Board

The Board meets on a regularly scheduledstthging the year to review significant developmseaftecting RealNetworks and to act on
matters requiring Board approval. It also holdsc&deneetings when an important matter requiresr@aation between regularly scheduled
meetings. The Board of Directors met nine timesmiuRealNetworks’ fiscal year ended December 3032énd took action by unanimous
written consent on three other occasions. No in@mhtmember attended fewer than 75% of the totalbeuraf meetings of the Board of
Directors and of any Board committees of which hele was a member during that fiscal year.

Committees of the Board

Committees of the Board consist of an Audih®nittee, a Compensation Committee, a Nominatirtg@orporate Governance Commit
and a Strategic Transactions Committee. All membegtise Audit Committee, the Compensation Commitird the Nominating and
Corporate Governance Committee are “independerd&éised in the rules of the National Associatidrsecurities Dealers, Inc.

Audit CommitteeThe Audit Committee, currently composed of MesBenhamou, Jaech and Klein and Ms. Raina, reviews
RealNetworks’ internal accounting procedures antsatis with and reviews the services provided bynitlependent auditors. Prior to
April 21, 2003, the Audit Committee was composed of




Messrs. Bleier and Jaech and Ms. Raina, and betdeein21, 2003 and October 30, 2003, the Audit Qaittee consisted of Messrs. Bleier,
Jaech and Klein and Ms. Raina. The Board has datsidMr. Klein as the Audit Committee Financial Erpas defined by Item 401(h) of
Regulation K of the Securities Exchange Act of 1934. The A@himmittee met eight times during the fiscal yeatedl December 31, 20i
and took action by unanimous written consent onather occasion.

Compensation CommitteEhe Compensation Committee, currently composed egdvk. Bleier, Breyer and Jaech, reviews and
recommends to the Board the compensation and beitefie provided to the executive officers of Riedvorks and reviews general policy
matters relating to employee compensation and enBfior to July 18, 2003, the Compensation Cotteaiwas composed of Messrs. Bleier
and Breyer. The Compensation Committee met fivediniuring the fiscal year ended December 31, 268683aok action by unanimous
written consent on six other occasions.

Nominating and Corporate Governance Commitigee Nominating and Corporate Governance Commigtegiirently composed of
Messrs. Bleier and Breyer and Ms. Raina. The Notimigand Corporate Governance Committee searchemtbrecommends to the Board
potential nominees for Board positions, makes renendations to the Board regarding size and cornipnsif the Board, and develops and
recommends to the Board the governance princiglpbcable to the Company. The Nominating and Caafeovernance Committee met
four times during the fiscal year ended Decembe803 and took action by unanimous written consenne other occasion.

The Company’s Audit Committee Charter, Congagion Committee Charter and Nominating and CotpdBovernance Committee
Charter, each as adopted by the Board of Direcémesposted on our Web sitevatw.realnetworks.com/company/invegtader the caption
“Corporate Governance.”

Strategic Transactions Committ&lehe approval of the Strategic Transactions Committéhich is currently composed of Messrs. Glaser,
Breyer and Jaech, is required before the Boardirgfcibrs may:

 adopt a plan of merge

* authorize the sale, lease, exchange or mortga@f) @fssets representing more than 50% of the bablevof
RealNetworks’ assets prior to the transaction Qra8/ other asset or assets on which the long-eismess
strategy of RealNetworks is substantially depenc

» authorize RealNetwor’ voluntary dissolution, ¢

« take any action that has the effect of the foregyalauses

The Strategic Transactions Committee tooloadiy unanimous written consent on one occasioimguhe fiscal year ended
December 31, 2003.

Compensation of Directors

Each director who is not an employee of then@any (an “Outside Director”) is paid $5,000 peader for his or her services as a
director. Outside Directors are also paid (i) $0,8@ participation in each meeting of the Boardttbxceeds four hours in length, (ii) $500
participation in each Board meeting that does roked four hours in length, (iii) $500 for each eoittee meeting that does not occur on the
same day as a Board meeting, and (iv) $1,250 mtepfor serving as chairperson of the Audit Cotteri $750 per quarter for serving as
chairperson of the Compensation Committee and $&7 §uarter for serving as chairperson of the Nairig and Corporate Governance
Committee. Directors are also reimbursed for theisonable expenses incurred in attending Boaldre€tors or Committee meetings.

Outside Directors also receive stock optionder the RealNetworks 2002 Director Stock OptianFthe “2002 Director Plan”). The
2002 Director Plan provides for the automatic gamonqualified stock options to purchase 65,0@ras of the Company’s Common Stock
to each Outside Director on the date that he oissfiest appointed or elected as an Outside Dinedthe 2002 Director Plan also provides for
an automatic grant of an option to purchase 35sb@0es of the Company’s Common Stock to each Qutsid
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Director three business days following the dateaath annual meeting of shareholders, providedhthat she has served as an Outside
Director for the preceding twelve months.

Each option granted under the 2002 Directan Ras a maximum term of ten years and an exepdise equal to the fair market value of
the shares subject to the option on the date @it gvdith respect to the options to purchase 658)ies granted to an Outside Director at the
time he or she is first appointed or elected toBbard of Directors, 45,000 shares will become eizable on the first anniversary of the
applicable grant date, 10,000 shares will beconeecgsable on the second anniversary of the appécatant date and the remaining
10,000 shares will become exercisable on the mrdversary of the applicable grant date, if thepient continues to serve as a director on
such dates. With respect to the options to purcB&S00 shares granted to an Outside Director thusmess days following each annual
meeting of shareholders, 100% of the shares sutgjettch options will vest on the first anniversafyhe applicable grant date. If an
optionee’s service on the Board of Directors isnieated due to his or her death, his or her outlstgnoptions will immediately vest in full.

On June 6, 2003, Messrs. Bleier and Breydr\ds. Raina were each granted an option to purcBag®0 shares of Common Stock at an
exercise price of $8.05 per share, and 100% ofltlaees subject to such options will vest on the &inniversary of the grant date. On
January 23, 2003, Mr. Klein was granted optiongurchase 65,000 shares of Common Stock under B2 RBector Plan at an exercise pl
of $3.69 per share. On October 30, 2003, Mr. Berthawas granted options to purchase 65,000 shail@srafnon Stock under the 2002
Director Plan at an exercise price of $6.65 peresha/ith respect to the options granted to Meddesn and Behnamou in 2003,

45,000 shares will become exercisable on thedinsiversary of the grant date, 10,000 shares wibine exercisable on the second
anniversary of the grant date and the remainin@aDshares will become exercisable on the thirdvensary of the grant date, if

Messrs. Klein and Benhamou continue to serve astirs on such dates. Outside Directors are algiblel for discretionary awards under
Company’s 1996 Stock Option Plan, as amended antdteel. As of the date of this Proxy Statemenipaoptfor the purchase of an aggregate
of 445,000 shares of Common Stock have been gramteatrently serving Outside Directors under tB8@ Stock Option Plan, as amended
and restated.

Policy Regarding Director Attendance at Annual Meeihgs of the Shareholders

It is the policy of RealNetworks that at lease member of its Board of Directors will attezth Annual Meeting of Shareholders, an
Directors are encouraged to attend such meetings Cbmpany will reimburse Directors for reasonaxpenses incurred in attending Anr
Meetings of Shareholders.

One Director attended the Annual Meeting lo&t®holders held on June 3, 2003.
Code of Business Conduct and Ethics

The Company has adopted a Code of Businesdu€band Ethics that applies to all of the Compmeynployees, officers and directors.
The Company’s Code of Business Conduct and Etkipsiblicly available on its websifeww.realnetworks.com/company/investooy can
be obtained without charge by written request &oGompany’s Corporate Secretary at the addresedompany’s principal executive
office. If the Company makes any substantive amemdsto this Code of Business Conduct and Ethicié tke Audit Committee grants any
waiver, including any implicit waiver, from a pr@ion of this Code of Business Conduct and EthidchkédCompany’s principal executive
officer, principal financial officer, principal aoanting officer or other persons serving in a shimdapacity, the Company will disclose the
nature of such amendment or waiver, the name gbé¢hgon to whom the waiver was granted and theafatee waiver in a report on Form 8-
K.

Contractual Arrangements

Under a voting agreement (the “Voting Agreatteentered into in September 1997 among RealNedsyAccel IV, L.P. (“Accel IV"),
Mitchell Kapor, Bruce Jacobsen and Robert Glasah®f Accel IV and Messrs. Jacobsen and Kapor hgueed to vote all shares of stock
of RealNetworks owned by




them to elect Mr. Glaser to the Board of DirectoffRealNetworks in each election in which he issmmee. The obligations under the Vo
Agreement terminate with respect to shares traresfery the parties to the Voting Agreement whermslmares are transferred. The Voting
Agreement terminates on the death of Mr. Glaser.

Pursuant to the terms of an agreement enteteih September 1997 among RealNetworks andVaser, RealNetworks has agreed to
use its best efforts to nominate, elect and nobkenMr. Glaser from the Board of Directors so lasgMr. Glaser owns a specified number of
shares of Common Stock.

VOTING SECURITIES AND PRINCIPAL HOLDERS
Ownership Information

The following table sets forth, as of AprjlB04, information regarding beneficial ownerstiphe Common Stock by (a) each person
known to RealNetworks to be the beneficial ownemofe than five percent of the outstanding Commioieks (b) each director, (c) the Chief
Executive Officer and RealNetworks’ four most highbmpensated executive officers other than thef@hiecutive Officer for the fiscal
year ended December 31, 2003 and (d) all of Realbl&t’ executive officers and directors as a group. ifldéviduals referred to in
(c) above are referred to throughout this Proxyestent as the Named Executive Officers. Unlessraike noted, the named beneficial
owner has sole voting and investment power.

Number of
Shares of Common Percentage of
Stock Beneficially Common Stock
Name and Address of Beneficial Owner Owned(1) Outstanding

Robert Glaser(2 53,515,53 31.7%

c/o RealNetworks, Inc.

2601 Elliott Avenue

Suite 1000

Seattle, WA 9812
Entities deemed to be affiliated with Citigroup (%) 18,492,51 11.C

399 Park Avenue

New York, NY 1004:
Eric A. Benhamot 0 *
Edward Bleier(4 266,66 *
James W. Breyer(* 615,28 *
Jeremy Jaech(t 45,00( *
Jonathan D. Klein(7 45,00( *
Kalpana Raina(8 90,00( *
Lawrence Jacobson( 745,88: *
Kelly Jo MacArthur(10 1,003,88! *
Martin Plaehn(11 479,00( *
Carla Stratfold(12 152,88t *
All directors and executive officers as a group fiedsons)(13 57,647,37 33.4%

*  Less than 1%

(1) Beneficial ownership is determined in accotawith rules of the Securities and Exchange Comsions(the
“SEC”) and includes shares over which the bendfmner exercises voting or investment power. Shafe
Common Stock subject to options currently exerdesab exercisable within 60 days of April 8, 2004 a
deemed outstanding for the purpose of computingpéineentage ownership of the person holding thieogpt
but are not deemed outstanding for the purposempating the percentage ownership of any otheropers
Except as indicated, and subject to community ptgpgaws where applicable, the Company believesetan
information provided by such persons, that the@es
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named in the table above have sole voting and imezg power with respect to all shares of Commartist
shown as beneficially owned by the

(2) Includes 2,107,545 shares of Common Stock dvinyethe Glaser Progress Foundation. Mr. Glasetadms
beneficial ownership of these shat

(3) Pursuant to a Schedule 13G/A filed with theuiies and Exchange Commission on February 10420
Citigroup Inc. reported that as of December 31,3@0and certain related entities had shared ygadimd
dispositive power over 18,492,512 shares of Com8tock and that its address is 399 Park Avenue, Xenk,
NY 10043.

(4) Includes 256,667 shares of Common Stock idsuginn exercise of options exercisable within &@sdof
April 8, 2004.

(5) Includes 196,667 shares of Common Stock idsugion exercise of options exercisable within &@sdof
April 8, 2004.

(6) Includes 45,000 shares of Common Stock issuable apercise of options exercisable within 60 dayAmfl 8,
2004.

(7) Includes 45,000 shares of Common Stock issuable apercise of options exercisable within 60 dayAmil 8,
2004.

(8) Includes 90,000 shares of Common Stock issuable apercise of options exercisable within 60 dayAuil 8,
2004.

(9) Includes 742,863 shares of Common Stock idsuginn exercise of options exercisable within &@sdof
April 8, 2004.

(20) Includes 963,000 shares of Common Stock idsugon exercise of options exercisable withirdé@s of
April 8, 2004.

(11) Includes 479,000 shares of Common Stock idsugon exercise of options exercisable withirdé@s of
April 8, 2004.

(12) Includes 145,000 shares of Common Stock idsugon exercise of options exercisable withirdé@s of
April 8, 2004.

(13) Includes an aggregate of 3,547,730 shares of Con8tawk issuable upon exercise of options exerasaiihin
60 days of April 8, 200

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requireslRetworks’ executive officers, directors, and p@swho own more than ten percent of a
registered class of RealNetworks’ equity securtiiefile reports of ownership and changes of owmigraiith the SEC. Executive officers,
directors and greater than ten percent sharehaddenequired by SEC regulation to furnish RealNeks with copies of all such reports they
file. Specific due dates have been establisheth®BEC, and RealNetworks is required to disclogbigProxy Statement any failure to file
by those dates.

Based solely on its review of the copiesuaftsreports received by RealNetworks, and on writepresentations by the executive officers
and directors of RealNetworks regarding their caamule with the applicable reporting requirementdarrSection 16(a) of the Exchange Act,
RealNetworks believes that, with respect to itsdigyear ended December 31, 2003, all of the ekexofficers and directors of
RealNetworks, and all of the persons known to Resadldrks to own more than ten percent of the ComBtock, complied with all such
reporting requirements.

Compensation Committee Interlocks and Insider Parttipation



During the fiscal year ended December 3132&&alNetworks’ Compensation Committee was congposdlessrs. Bleier and Breyer,
and as of July 18, 2003, Mr. Jaech. No executifieasfof RealNetworks served as a member of thedobdirectors or compensation
committee of any entity that had one or more exeeudfficers serving as a member of RealNetworksail of Directors or Compensation
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Committee. In addition, no interlocking relationsleixisted between any member of RealNetworks’ Carsgition Committee and any
member of the compensation committee of any otberpany.

Certain Relationships and Related Transactions

MusicNet, Inc., a Delaware corporation (“MzNet”), is a joint venture among RealNetworks aedesal media companies to create a
platform for online music subscription servicesbRud Glaser, the Chairman and Chief Executive @ffaf RealNetworks, was the Chairman
and a member of the Board of Directors of Musicligtl March 14, 2003. Mr. Glaser received no caskduity remuneration for his servic
as Chairman and Director of MusicNet. In 2003, Realorks recognized approximately $1.1 million efenue related to agreements with
MusicNet pursuant to the terms of license and seragreements with MusicNet and paid approximaiely million to MusicNet for service
and royalties. In addition, in 2003, MusicNet reumded RealNetworks approximately $0.8 million fffiae space subleased from
RealNetworks.

Change-in-Control Arrangements

Under RealNetworks’ 1995 Stock Option Pla89@. Stock Option Plan, 2000 Stock Option Plan &@RDirector Plan, as any of such
plans have been amended and restated (the “Pl&agh), outstanding option issued under the Pland@gbme exercisable in full in respect
of the aggregate number of shares covered thenelyijthstanding any contrary vesting schedule endption agreement evidencing the
option (except to the extent the option agreemepitessly provides otherwise), in the event of:

« any merger, consolidation or binding share exchgngsuant to which shares of Common Stock are @thng
converted into or exchanged for cash, securitieglogr property, other than any such transactiomhich the
persons who hold Common Stock immediately prigdh®transaction have immediately following the s@etion
the same proportionate ownership of the commorksigand the same voting power with respect te, th
surviving corporation

* any merger, consolidation or binding share exchamgehich the persons who hold Common Stock immntetiia
prior to the transaction have immediately followihg transaction less than a majority of the comtivoting
power of the outstanding capital stock of RealNeksmrdinarily (and apart from rights accruing unsecial
circumstances) having the right to vote in the ted@cof directors

« any liquidation or dissolution of RealNetworl

e any sale, lease, exchange or other transfer nbeiordinary course of business (in one transacianseries of
related transactions) of all, or substantially allthe assets of RealNetworks;

* any transaction (or series of related transactjam)summated without the approval or recommendatidhe
Board of Directors, in which (i) any person, comgtton or other entity (excluding RealNetworks ang a
employee benefit plan sponsored by RealNetworke)liases any Common Stock (or securities converitilbe
Common Stock) for cash, securities or any othesiclemation pursuant to a tender offer or excharffge, @r
(ii) any person, corporation or other entity (exthg RealNetworks and any employee benefit plamspeed by
RealNetworks) becomes the direct or indirect bersfowner of securities of RealNetworks represenfifty
percent (50%) or more of the combined voting poefehe then outstanding securities of RealNetworks
ordinarily (and apart from rights accruing undeeapl circumstances) having the right to vote im e¢kection of
directors.

In addition, if within a 12 month period foWing a Change of Control (as defined below) th@leyment of Ms. MacArthur,
RealNetworks’ Senior Vice President and Chief @ff$is (i) terminated by RealNetworks or its suss®r in interest other than for Cause (as
defined below), or (ii) terminated by Ms. MacArthor Good Reason (as defined below), then 50% ebiftions for the purchase of an
aggregate of 450,000 shares of RealNetworks Contack granted to Ms. MacArthur on October 12, 200Gk are unvested as of the date
her employment terminates shall become immediatedyed and exercisable by Ms. MacArthur.
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For purposes of the arrangements involving MiacArthur, the following terms have the followidgfinitions:

« “Cause” means the termination of employment dufeaiod, misappropriation or embezzlement on the plart
Ms. MacArthur that results in material loss, damag@jury to RealNetworks or its successor iniag, or the
conviction of a felony involving moral turpitud

* “Good Reason” means a reduction in compensatioglpaation of Ms. MacArthur’s principal work site &
location more than 30 miles from his or her prei@jeof Control work site, or a material reduction i
responsibilities or authority as in effect befdne Change of Contrc

* “Change in Control” of RealNetworks means (a) aogsolidation, merger or recapitalization, the dffefovhich
is a material change to the capital structure @flRetworks, other than such a transaction in wkiehholders of
the outstanding shares of RealNetworks’ voting camistock immediately before the transaction comtitau
hold a majority in interest of the voting stocktb& surviving corporation immediately after thansaction,

(b) any sale or other transfer of substantiallyo&dlRealNetworks’ assets or voting stock, (c) tdegion of any
plan or proposal for liquidation or dissolutionRéalNetworks or (d) the consummation of any othardaction,
the effect of which is to cause any person not wiatver to direct or cause direction of the managgéroe
policies of RealNetworks prior thereto to gain spolwer.
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COMPENSATION AND BENEFITS

Executive Officer Compensation

Compensation Summarylhe following table sets forth information regamglicompensation earned during RealNetworks’ fisealry

ended December 31, 2003, and during the precedindigcal years, by the Named Executive Officers.

Summary Compensation Table

Long-Term
Compensation

Securities

Annual Compensation Underlying
Fiscal Stock All Other

Name and Principal Position Year Salary($)(1) Bonu$3$)(2) Options(#) Compensation($)(3)

Robert Glase 200¢ $200,00( $ 0 0 $37,45!
Chairman of the Board ar 200z 200,00 0 0 36,27¢
Chief Executive Office 2001 200,00( 0 0 a0
Lawrence Jacobsc 2002 375,00( 115,58: 1,000,00! 22F
Presiden 200z 350,01¢ 277,47¢ 250,00( 22t
2001 311,64¢ 350,00( 1,000,00i! 1,28¢
Martin Plaehr 200¢ 252,45: 31,58: 300,00 13E
Executive Vice Presidel 200z 175,00( 0 50,00( 10&
Products and Servici 2001 175,00( 0 505,00( a0
Kelly Jo MacArthur 200z 224,29: 47,42t 100,00( 15C
Senior Vice President ar 200z 225,00( 163,62! 75,00( 13t
Chief of Staff 2001 175,00( 0 450,00( 90
Carla Stratfolc 200¢ 210,00( 166,81! 100,00( 7,35¢€
Senior Vice Presiden 200z 210,00( 140,46( 50,00( 12¢€
North American Sale 2001 140,80t 87,11¢ 175,00( 60

(1)

(2)

Amount shown for 2001 for Mr. Jacobson repnés®ase salary earned after he commenced employvitan
RealNetworks on February 12, 2001. Amount showr2@ir1 for Ms. Stratfold represents base salaryeshafter
she commenced employment with RealNetworks on A&;il2001

Amount shown for Mr. Jacobson for 2003 repnés@écentive compensation earned in 2003 in theusrtof
$86,541 and paid in 2004, and incentive compensa@wned and paid in 2003 in the amount of $29,84%ount
shown for Mr. Plaehn for 2003 represents incentm@mpensation earned in 2003 in the amount of $20anal
paid in 2004, and incentive compensation earnecpaitdlin 2003 in the amount of $10,833. Amount shdov
Ms. MacArthur for 2003 represents incentive compéing earned in 2003 in the amount of $30,000 axid in
2004, and incentive compensation earned and p&@ds in the amount of $17,425. Amount shown for

Ms. Stratfold for 2003 represents incentive compéaoa earned in 2003 in the amount of $8,625 ardl ipa
2004, sales commissions earned in 2003 and p&dda in the amount of $12,520, sales commissionmsedaanc
paid in 2003 in the amount of $70,670, and a reioodonus in the amount of $75,000. Amount shoan f
Mr. Jacobson for 2002 represents an anniversarysionthe amount of $100,000 and incentive comp&rsa
earned in 2002 in the amount of $177,478 and peRDD3. Amount shown for Ms. MacArthur for 2002
represents incentive compensation earned in 200tiamount of $100,000 and paid in 2002, incentive
compensation earned in 2002 in the amount of $85a0@ paid in 2003, and incentive compensationesbamd
paid in 2002 in the amount of $8,625. Amount shdevrMs. Stratfold for 2002 represents an anniverbanus
in the amount of $25,000, incentive compensatignazhin 2002 in the amount of $10,000 and paiddid3? sale
commissions earned in 2001 in the amount of $25at@0paid in 2002, sales commissions earned axddpai
2002 in the amount of $64,300, and sales commisgamed in 2002 in the amount of $16,040 andipa2@03.
Amount shown for Mr. Jacobson for 2001 represardsntive compensation earned in 2001 in the amafunt
$350,000 and paid in 2002 Amount shown
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2001 for Ms. Stratfold represents a signing boraid ; the amount of $50,000 and sales commis®ansed an
paid in 2001 in the amount of $37,1.

(3) Amounts shown for 2002 and 2003 for Mr. Glaserespnt costs associated with the occupancy of cfieee ir
the Company’s headquarters by the Glaser Progmssdation, a charitable foundation of which Mr. €&ais
Trustee, and Mr. Glaserpersonal assistant in the aggregate amount o1 $3@&nd $37,331, respectively, and
insurance premiums paid by RealNetworks for theefieaf Mr. Glaser in the amount of $120 for ea¢t2002
and 2003. Amounts shown for 2003 for the Named Htxee Officers other than Mr. Glaser represent finsed
relocation expenses for Ms. Stratfold in the amair$7,230 and life insurance premiums paid by Resdlorks
for the benefit of Mr. Jacobson, Mr. Plaehn, Ms.ciehur and Ms. Stratfold in the amount of $2253%$,1$150
and $126, respectively. Amounts shown for 2002ferNamed Executive Officers other than Mr. Glaser
represent life insurance premiums paid by RealN&tsvior the benefit of Mr. Jacobson, Mr. Plaehn,

Ms. MacArthur and Ms. Stratfold in the amount 02$2$105, $135 and $126, respectively. Amounts shiow
2001 represent reimbursed relocation expenses fod@ddobson in the amount of $1,210 and life instea
premiums paid by RealNetworks for the benefit ofskts. Glaser, Jacobson and Plaehn, Ms. MacArthtlr an
Ms. Stratfold in the amount of $90, $75, $90, $8a $60.

Option Grants.The following table shows information concerningcit options granted to the Named Executive Offickensng
RealNetworks’ fiscal year ended December 31, 2003.

Option Grants in 2003

Individual Grants

Potential Realizable Value at

Number of Assumed Annual Rates of
Securities Percent of Total Stock Price Appreciation for
Underlying Options Granted Option Term(1)
Options to Employees in Exercise Price Expiration
Name Granted(#) Fiscal Year ($ per share) Date 5% (0.2
Robert Glase — — $ — — $ — $ —
Lawrence Jacobsc 1,000,001 10.6% 3.9C 01/02/2: 6,447,86. 22,337,25
Kelly Jo MacArthur 100,00 1.1% 6.12 07/24/2: 1,011,81: 3,505,23I
Carla Stratfolc 100,00( 1.1% 6.12 07/24/2: 1,011,81: 3,505,231
Martin Plaehr 100,00( 1.1% 4.9¢ 04/22/2: 823,34 2,852,25I
Martin Plaehr 200,00( 2.2% 6.1z 07/24/2: 2,023,63i 7,010,45I

(1) Amounts represent hypothetical gains thatadea achieved for the respective options if exertist the end of
the option term. The assumed 5% and 10% rate®ck grice appreciation are mandated by the Seesrénd
Exchange Commission. None of the assumed ratdsaK price appreciation represent the Companyimest
or projection of the future price of the CommoncEtc

Option ExercisesThe following table shows information concerningct options exercised by the Named Executive Offickiring
RealNetworks’ fiscal year ended December 31, 20@3yding the aggregate value of any gains real@educh exercise. The table also
shows information regarding the number
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and value of unexercised in-the-money options bglthe Named Executive Officers at the end of fisaal year.

Aggregated Option Exercises in Fiscal Year 2003 arfeiscal Year-End Option Values

Number of Securities Value of Unexercised

Underlying Unexercised Options In-the-Money Options

Shares Value at Fiscal Year End(#) at Fiscal Year4tt($)(2)

Acquired on Realized
Name Exercise(#) ($)(1) Exercisable Unexercisable x&rcisable Unexercisable

Robert Glase 0 $ — — — $ — $ —
Lawrence Jacobsc 0 — 575,00 1,674,99 404,82: 1,892,67
Kelly Jo MacArthur 25,00( 176,72¢ 894,50( 357,50( 1,345,39! 102,37!
Carla Stratfolc 0 — 112,50( 212,50( 29,25( 68,25(
Martin Plaehr 0 — 393,50( 461,50( 36,55( 133,95(

(1) Represents the aggregate fair market valub@nespective dates of exercise of the share®win®n Stock
received on exercise of the options, less the ggdeesxercise price of the optio

(2) These values represent the number of shabgscswo in-the-money options multiplied by theference between
the closing bid price of the Company’s Common StockDecember 31, 2003 ($5.71 per share) and theisge
price of the options

Report of the Compensation Committee of the Boardfdirectors
Compensation Philosopt

The Compensation Committee of the Board oé&ors consists of three non-employee directatsyaed Bleier, James W. Breyer and
Jeremy Jaech. The Compensation Committee worksmaatiagement to establish the general compensatlaigs and programs for
RealNetworks’ executive officers, including theeatatination of salaries, the establishment of bgaragrams and the granting of stock
options. In establishing executive compensatiom Gbmpensation Committee is guided by the followgrigciples:

* the total compensation for executive officers stidag sufficiently competitive with the compensatpmaid by
high-growth companies in the software and othexvaaht industries for officers in comparable posico that
RealNetworks can attract and retain qualified etees;

« individual compensation should include componemas teflect the financial performance of RealNetgothe
competitive compensation of the position and thégpeance of the individua

 each executive officer will have clear goals ancbantability with regard to corporate performarene
* pay incentives should be aligned with the |-term interests of RealNetwor shareholders

RealNetworks’ executive compensation progimdesigned to align executive compensation withlRetworks’ business objectives and
the executive’s individual performance, and to éa&tealNetworks to attract, retain and reward etteewfficers who contribute, and are
expected to continue to contribute, to RealNetwdddgy-term success. The Compensation Committeievas that executive compensation
should be designed to motivate executives to iseredareholder value, and further believes thatugxe officers can best increase
shareholder value by conceiving, developing andtipagng the best products and services in Realldeta/ chosen markets.

Each executive officer’s performance for piaest fiscal year and objectives for the current yea reviewed, together with the executive
officer’s responsibility level and RealNetworkssdal performance versus objectives for the pasalfigear and potential performance targets
for the current year. When salaries,
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variable compensation and stock option awards stebkshed for executive officers, the followingteria are considered:

» the Compan’'s and individué s performance during the past year and recenteysaslative to budgeted targe

» with respect to executive officers whose primagpansibilities are in the area of sales, the aement of their
own and their business units’ sales revenue getdtive to their budgeted targets, and RealNetwdirkancial
performance during the past year and recent gsadaed

» the salaries of executive officers in similar piosis of companies of comparable size in the samgrgehic
region and other companies within the computemsof industry

With respect to executive officers other tittae Chief Executive Officer, the recommendatiohthe Chief Executive Officer are taken
into consideration when executive compensatioretsrthined. The method for determining compensatéies from case to case based on a
discretionary and subjective determination of whappropriate at the time.

In the fiscal year ended December 31, 2083 r¢lationship between executive compensatiorRaaiNetworks’ financial performance
was primarily established through long-term incesdiconsisting of stock options. In addition, exe®s had a component of their cash
compensation tied to RealNetworks’ overall finahp@rformance. Executives whose primary resporidslare in the area of sales had a
significant component of their cash compensatied to their own and their business units’ perforogaagainst sales revenue goals. The
Human Resources department of RealNetworks obéxiasutive compensation data from salary surveys#flact a peer group of other hi
technology companies, including high technology pamnies of similar sizes that are located in theesgaographic region, and considers this
data in establishing employment offers to and camaption increases for executive officers.

Components of Compensati

The executive compensation program is dedigmereate a strong linkage between total rewandisperformance. This linkage is
achieved through the establishment and maintenafinteiltiple compensation elements including basargaperformance bonuses, variable
cash compensation and long-term incentives (equity®se elements are addressed separately.

Quantitative methods or mathematical formalasnot used exclusively in setting any elememoofiipensation. In determining each
component of compensation, all elements of an dikexafficer’'s total compensation package are aersd, including insurance and other
benefits.

Base SalariesThe primary role of base salary is to provide anftation that reflects the value of each job inrtteeketplace. Base salari
are determined for executive officers by reviewting salaries for comparable positions in high-gloedmpanies in RealNetworks’ industry
and geographic region, other companies which coenfjpetcomparable talent, the historical and comparaompensation levels of
RealNetworks’ executives, and the executive’s imtilial performance in the preceding year. Baseisalare adjusted from time to time to
recognize various levels of responsibility, indivéd performance, market conditions and internaltggssues. Each executive officer’s base
salary is reviewed annually.

RealNetworks’ Human Resources departmenirob&xecutive salary data directly from national aegional executive compensation
surveys. It also utilizes the services of a comsyltirm when appropriate, to provide additiondexant salary information.

In 2003, salary increases were awarded taioegxecutive officers in connection with perfomoa, promotion, and/or the assumption of
additional responsibilities.

Variable Cash Compensatiom addition to base compensation, most executigesive some kind of sign-on or relocation bonukefy
must relocate to be employed by RealNetworks, deterd at the commencement of their employment RehINetworks. These bonuses
generally are paid in one or two
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installments over the course of the executive& fiear of employment and are not performancebjgative-based.

In 2002, RealNetworks initiated a formal Extaee Management by Objective (“MBO”) program wikrect financial incentives in the
form of annual cash bonuses to promote the achierenf corporate and individual performance goBlgs component is designed to
provide rewards for short-term (quarterly to anhtettical results. It is not automatic and is dejEnt on the achievement of identified goals
and objectives. In 2003, the target MBO portionrfast executives was approximately 30% of his oramaual base salary, with a few
exceptions, most notably Mr. Jacobson’s, whoseetavtBO payment equals one-third of his total patdrgarnable bonus and the remaining
two-thirds to be awarded at the Compensation Cotesid discretion. These payments may be over-aetidependent on meeting identified
goals and objectives. Notwithstanding individuadextives’ performance, the Compensation Committag imits discretion decline to
distribute MBO payments if it determines that otfators do not warrant the payment of bonuseseXeutive received 100% of the target
MBO payment in 2003. The CompasyGeneral Counsel and Chief Financial Officer areetigible to participate in the MBO program dor
their responsibilities for financial reporting aadcountability, and therefore, they are eligibledoeive bonuses only at the discretion of the
Compensation Committee and the Company’s Chief lkee Officer.

The other component of the variable cash esation program relates to executives whose pyiaraa of responsibility is sales. The
compensation of these executives generally aldodes a commission component. In 2003, RealNetwaskfgned a certain percentage of its
sales executives’ commission targets to the oveosfiorate MBO program based on RealNetworks’ dvpesiformance against certain
business objectives.

Long-Term Incentivesn keeping with RealNetworks’ philosophy of prowvidia total compensation package that includeskt-ri
components of pay, long-term incentives consistihstock option grants comprise a component obatetive’s total compensation
package. These incentives are based on stratdlgér than tactical determinations and are desigmedbotivate and reward executives for
maximizing shareholder value and encourage theterrg employment of key employees.

When stock options are granted to executifieass, the executives’ levels of responsibilipyior experience, individual performance
criteria, previous stock option grants and compgmsgractices at similar companies in RealNetwoirkdustry are considered in evaluating
total compensation. The size of stock option grangenerally intended to reflect an executive’sipon with RealNetworks and his or her
contributions to RealNetworks, and as a resultnimaber of shares underlying stock option awardesaOptions generally have a five-year
vesting period to encourage key employees to coatin RealNetworks’ employ. In 2003, options toghase a total of 250,000 shares were
granted to new executive officers and options telpase a total of 1,500,000 shares were grantegisting executive officers as a group.

Because all of the above grants were madptain prices equal to the fair market value of @@nmon Stock on the dates of grant, the
stock options have value only if the stock pricprapiates from the value on the date the options wented. The use of stock options is
intended to focus executives on the enhancemestiartholder value over the long-term and to engeuegjuity ownership in RealNetworks.

Other Executive Compensati

Subject to certain restrictions, RealNetwqrksvides benefits to executive officers that dse available to other Company employees,
including a 401(k) plan, an employee stock purchpae that permits employees to purchase RealN&s&inck at a discount, a
transportation subsidy, medical and dental benefitd a cafeteria plan.

Compensation of the Chief Executive Offi

The compensation for RealNetworks’ Chief BExae Officer has remained at the same level skmél 1999. In 2002 and 2003, the
imputed costs associated with the occupancy ofntaaféice space in the Company’s headquarters by&taser Progress Foundation, a
charitable foundation of which Mr. Glaser is
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Trustee, and by Mr. Glaser’s personal assistant waported as income to Mr. Glaser. The Compeams&ommittee recognizes that
Mr. Glaser is the founder of RealNetworks and s@aine of its largest shareholders. Because d@iflgs share ownership, to date
Mr. Glaser’s annual salary remains significantlylenmarket and he has not received any stock optiamnts.

Policy With Respect to the $1 Million Deduction lti

Section 162(m) of the Internal Revenue CddE986, as amended, generally limits the federgpa@te income tax deduction for
compensation paid to executive officers namedénstimmary compensation table in the proxy statewfempublic company to $1 million,
unless the compensation is “performance-based casagien” or qualifies under certain other excepiorhe Compensation Committee
intends to qualify executive compensation for dédbility under Section 162(m) to the extent coresigtwith the best interests of
RealNetworks. Since corporate objectives may neags be consistent with the requirements for fatluktibility, it is conceivable that
RealNetworks may enter into compensation arrang&nienhe future under which payments are not didolecunder Section 162(m);
deductibility will not be the sole factor used Ime tCompensation Committee in ascertaining apprapieéxels or modes of compensation.

Conclusion

The Compensation Committee believes theseutixe compensation policies and programs effelstiserve the interests of shareholders
and RealNetworks. The various pay vehicles offemedappropriately balanced to provide increasedvatidn for executives to contribute to
the overall future success of RealNetworks, themihyancing the value of RealNetworks for the shaldes’ benefit.

The Compensation Committ
of the Board of Director

Edward Bleier
James W. Breye
Jeremy Jaec

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table sets forth informationno@rning the Company’s equity compensation plaref &ecember 31, 2003:

Number of Securities

Weighted-average Remaining Available for
Number of Securities to be Exercise Price of Futuréssuance Under Equity
Issued Upon Exercise of Outstanding Compensation &ts
Outstanding Options, Options, (excluding securitieseflected
Warrants and Rights Warrants and Rights in column @))
Plan Category (a) (b) (c)
Equity compensation plans approve
by security holder 34,794,25 $6.93 10,758,66
Equity compensation plans not
approved by shareholde 1,849,84. $9.3€ 2,030,16!
Total 36,644,09 $7.0¢ 12,788,83
.| I

Equity Compensation Plans Not Approved by Sectidtgers. The Board adopted the RealNetworks, Inc. 2000 St@yution Plan (the
“2000 Plan”) to enable the grant of nonqualifiedickt options to employees, consultants, agentssadvand independent contractors of the
Company and its subsidiaries who are not otherofiieers or directors of the Company. The 2000 Flas not been approved by the
Company’s shareholders. The Compensation Comnuftéee Board is the administrator of the 2000 P&rd as such determines all matters
relating to options granted under the 2000 Plasiuifing the selection of the recipients, the siz&he grants and the conditions to vesting and
exercisability.

19




The Compensation Committee has delegatedatytho make grants under the 2000 Plan to the @omw's Chief Executive Officer,
subject to specified limitations on the terms aftfsgrants. A maximum of 4,000,000 shares of ComBtock were reserved for issuance
under the 2000 Plan.
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Comparative Performance Graph

Set forth below is a graph comparing the datite total return to shareholders on RealNetwo@ianmon Stock with the cumulative
total return of the Nasdag Composite Index andtbw Jones Technology Index for the period beginmind>ecember 31, 1998 and ended
on December 31, 2003.

Comparison of 5 Year Cumulative Total Return AmongRealNetworks, Inc. Common
Stock, the Nasdaq Composite Index and the Dow Jon&gchnology Index
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December 31, December 31, December 31, December 31, December 31, December 31,
1998 1999 2000 2001 2002 2003
RealNetworks, Inc $10C $670.7 $ 96.¢ $ 66.2 $42.5 $ 63.7
Nasdaq Composite Ind¢ 10C 192.7 12t 100.2 70.t 106.¢
Dow Jones Technology Index 10C 183.7 115.7 82.¢ 50.€ 76.¢

The total return on the Common Stock and éadéix assumes the value of each investment wad &l @ecember 31, 1998, and that all
dividends were reinvested, although dividends hretebeen declared on the Common Stock. Returnnrdtion is historical and not
necessarily indicative of future performance.

PROPOSAL TWO — APROVAL OF DIRECTOR COMPENSATION STO CK PLAN

Shareholders are being asked to approve éaéNRetworks, Inc. Director Compensation Stock Rthe “Director Plan”) so that
RealNetworks can continue to attract and retaistantling and highly skilled individuals to serveisnBoard of Directors. The Board of
Directors has approved the Director Plan, subeeipproval from shareholders at the Annual Meetiithough the Outside Directors have
an interest in acquiring approval of the DirecttarPbecause they will be the beneficiaries of fygraval, the Board of Directors believes t
the adoption of the Director Plan will benefit @empany because it will assist the Company in etitrg and retaining highly qualified Boe
members and will also potentially further align thierests of directors and shareholders if Boagthivers elect to receive their Board
compensation in the form of RealNetworks Commorci§to
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In accordance with the rules of the NasdaglSMarket, shareholders must approve certain ggoinpensation plans, such as the
Director Plan, pursuant to which stock may be aeguby Outside Directors.

The Director Plan is attached as Appendiv Ahts Proxy Statement. The following summary & Birector Plan does not contain all of
the terms and conditions of the Director Plan, iarglualified in its entirety by reference to thedzitor Plan. You should refer to Appendix A
for a complete set of terms and conditions of tive@or Plan.

Summary of the Director Compensation Stock Plan

The following is a summary of the principabyisions of the Director Plan, and is subjectrnid gualified in its entirety by reference to
Director Plan. You should refer to Appendix A focamplete set of terms and conditions of the DaeBan.

PurposeThe purpose of the Director Plan is to allow therpany’s Outside Directors to participate in the evahip of the Company
through ownership of shares of the Company’s Com8togk, and to promote identification of such dioes’ interests with those of the
Company’s shareholders.

Authorized Sharedhe Board of Directors has reserved a total of @30 shares of the Company’s Common Stock for issiander the
Director Plan.

Administration.The Director Plan is administered by the Compeardfiommittee of the Board of Directors (the “Contast), on behalf
of the Board of Directors. Subject to the termshef Director Plan, the Committee has the sole eiigur to interpret the provisions of the
Director Plan. All decisions of the Committee aref and binding in all matters relating to the &aitor Plan and shall be given the maximum
deference permitted by law.

Eligibility. Each Outside Director is eligible to participatehie Director Plan. There are currently six Outddieectors serving on the
Company'’s Board of Directors.

Election to Receive Common Stock in Lieu of DireS&rvice FeesPrior to commencement of a plan year (a “Plan Yean’February 1
of each year, an Outside Director may make anacable election (a “Stock Election”) to receivealla portion of the cash compensation
payable to such Outside Director for the coming yeahares of the Company’s Common Stock in liecash. Each Stock Election must be
made by the Director by filing an election form kvthe Secretary of the Company, and once filedetbetion may not be revoked or chang
If an Outside Director does not file an electiomiceach year by the specified date, the Outsidedior will be deemed to have elected to
receive his or her compensation for the coming yre#lte manner elected by the Outside Directorisnon her last valid election. The
Committee has determined that shares of Commork &tay be issued pursuant to Stock Elections comimgmeith the second quarter of -
2004 fiscal year.

Transfer of Shareshares of Common Stock issuable to an Outside Dir@arsuant to the Director Plan will be deterndimad
transferred to such Outside Director on the lasiriess day of each calendar quarter in a caleradar(the “Compensation Date”). The
number of shares of Common Stock to be issued ©@wside Director on any Compensation Date in retspithe Outside Director’'s annual
retainer fee is equal to one-fourth of the amodrsiuch annual retainer fee to be paid in shareslez$ed by the Outside Director, for the Plan
Year divided by the fair market value of a shar€ofmmon Stock on the Compensation Date. The nupfterares of Common Stock to be
issued to an Outside Director on any Compensatate i respect of the fees payable to an Outsideciair who serves as the chairperson of
the Audit Committee, the Compensation CommittetherNominating and Corporate Governance CommittéeeoBoard of Directors will b
equal to one-fourth of the amount of such feesetpdid in shares of Common Stock, as elected b@tliside Director, for the Plan Year
divided by the fair market value of a share of Canr$tock on the Compensation Date. The numberayestof Common Stock to be issued
to an Outside Director on any Compensation Datespect of the fees payable to Outside Directarattendance at Board and committee
meetings will be equal to the amount of such fedsetpaid in shares of Common Stock, as electetdidb@utside Director, for the quarter
during which the meetings being
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compensated were held and attended by the Outsidetdr divided by the fair market value of a shaf€ommon Stock on the
Compensation Date.

Notwithstanding anything to the contrary feeth in the Director Plan, if on any Compensatigate the number of shares of Common
Stock otherwise issuable to the Outside Directbadl @xceed the number of authorized shares of Cem&tock remaining available under
the Director Plan, the available shares shall lnealed among the Outside Directors in proportmthe number of shares they would
otherwise be entitled to receive and the remainfilie compensation payable to such Outside Dirsctoall be payable in cash.

Holding Period.Unless the Committee otherwise determines, sh&r€ésmmon Stock issued to an Outside Director purstathe
Director Plan may not be sold, pledged, assignecljmbered or otherwise transferred or disposeq difido Outside Director for a period of
one year from the date of issuance of such shares.

Effect of Certain Changes in Capitalizatidn.the event of any recapitalization, stock spétjerse stock split, stock dividend,
reorganization, merger, consolidation, spin-ofintanation, repurchase, or share exchange, or stimlar corporate transaction or event
affecting the Common Stock, the maximum numberdasscof shares available under the Director Plad the number or class of shares of
Common Stock to be delivered hereunder shall basgatj by the Committee to reflect any such changlea number or class of issued shi
of Common Stock. In the event that as a resulhgfsaich change an Outside Director will, in hiser capacity as the owner of shares su
to the holding period described in the DirectomRlilne “Prior Shares”), be entitled to new or aiddial or different shares of stock, cash or
securities, such new or additional or differentrebacash or securities will be subject to the shodeing period and other terms and
conditions of the Director Plan that are applicabléhe Prior Shares. The Committee (in its absadligcretion) at any time may accelerate
release of the holding period of all or any portarsuch new or additional shares of stock, casfeourities.

Amendment; Terminatioithe Board of Directors or the Committee may at@mg and from time to time alter, amend, or terrerthe
Director Plan in whole or in part; provided, howeubat no such action shall, without the conséra Outside Director, affect the rights of
such Outside Director in any Common Stock previpisgdued to such Outside Director under the Direltan, and provided further that no
amendment shall be effective prior to approvalliey@ompanys shareholders to the extent such approval is déeeeessary or advisable
the Committee.

Nontransferability. The rights and benefits under the Director Plamaitdransferable by an Outside Director other tmathe laws of
descent and distribution.
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Participation in the Director Plan by Certain Indduals and GroupsThe following table sets forth the benefits or amsuthat will be
received by or allocated to each of the followindividuals or groups under the Director Plan fecél year 2004 if the Director Plan is
approved by the shareholders at the Annual Meetinger the method for determining shares of Com@tmck issuable to Outside
Directors, the total number of shares of CommorriSto be issued to Outside Directors during angdiigear will depend on a number of
factors, including the total number of Outside Dicgs who serve on the Board of Directors, the nemalf Outside Directors who elect to
receive shares of Common Stock in lieu of cash @raation for Board service, the fair market valtithe Company’s Common Stock on
each Compensation Date during a Plan Year, anduimder of meetings held and attended by each QuBiréctor.

Number of Shares
Name of Individual or Group to be Issued

Robert Glaser(1 —
Chairman of the Board and Chief Executive Offi

Lawrence Jacobson( —
Presiden

Martin Plaehn(1 —
Executive Vice President, Products and Serv

Kelly Jo MacArthur(1) —
Senior Vice President and Chief of St

Carla Stratfold(1 —
Senior Vice President, North American Se

All current executive officers as a group —

All current directors who are not executive offeas a group(z 5,98¢

All employees who are not executive officers asaup(1) —

(1) The Compan’'s employees are not eligible to participate inDivector Plan

(2) Two of the Company’s six currentberving Outside Directors have elected to recdmaees of Common Stock
lieu of cash compensation for Board service in 2@ “Electing Directors”). The total number ofasés of
Common Stock to be issued to the Electing Direawbmsed on the following assumptions: (i) thaieen
April 1, 2004 and December 31, 2004, the Electimg®ors attend three compensated Board meetirdythase
compensated meetings of Board committees, anthét)the fair market value of the Company’s Comr8tuock
on each Compensation Date between April 1, 2004 @wmber 1, 2004 is $6.89, which is equal to dire f
market value of the Compa’'s Common Stock on April 8, 200

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” THE APPROVAL OF THE
REALNETWORKS, INC. DIRECTOR COMPENSATION STOCK PLAN .

Audit and Related Fees

The following table presents fees for proi@sal audit services rendered by KPMG LLP for thditiof the Company’s annual financial
statements for 2002 and 2003, and fees billedtfeerservices rendered by KPMG LLP.

2002 2003

Audit Fees $378,86¢ $517,95°
Audit related fees(1 — 110,00(
Audit and audit related fet 378,86¢ 627,95
Tax fees(2 93,65! 55,11«
All other fees — —
Total fees $472,52( $683,07:

| | | |
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(1) Audit related fees consisted principally o#$an connection with accounting and financial rdpg matters
relating to a proposed business combinai

(2) Tax fees consisted of fees for tax consultasiod tax compliance services.
Pre-Approval Policies and Procedures

The Audit Committee approves in advance @dittand non-audit services to be performed byQbmpany’s independent auditors. As
part of its pre-approval procedures, the Audit Catraa considers whether the provision of any prepason-audit services is consistent with
the SEC'’s rules on auditor independence. In acomalavith its pre-approval procedures, the Audit Gotiee has pre-approved certain
specified audit and non-audit services to be pexidy KPMG LLP for up to twelve (12) months fronettate of the pre-approval. If there
are any additional services to be provided, a rsifioe pre-approval must be submitted by managenaetie Audit Committee for its
consideration.

Annual Independence Discussions

The Audit Committee has determined that tlewigion by KPMG LLP of non-audit services to ReatiNorks is compatible with KPMG
LLP maintaining its independence.

Representatives of KPMG LLP are expectecetpiesent at the Annual Meeting and will have thgootunity to make a statement if they
desire to do so. It is also expected that theyvélhvailable to respond to appropriate questions.

Report of the Audit Committee of the Board of Dire¢ors

The following is the report of the Audit Corittee with respect to RealNetworks’ audited finahstatements, which include the
consolidated balance sheets of RealNetworks agoémber 31, 2003 and 2002, and the related coasatictatements of operations,
shareholders’ equity and comprehensive income)(lassl cash flows for each of the three yearsempériod ended December 31, 2003, and
the notes thereto.

Review with Manageme
The Audit Committee has reviewed and disadi$&ealNetworks’ audited financial statements witnagement.
Review and Discussions with Independent Accoun

The Audit Committee has discussed with KPM@ | RealNetworks’ independent accountants, thearsatequired to be discussed by
Statement on Auditing Standards No. 61 which inelyddmong other items, matters related to the airaddhe audit of RealNetworks’
financial statements.

The Audit Committee has also received writlestlosures and the letter from KPMG LLP requibgdndependence Standards Board
Standard No. 1 (which relates to the accounsantlependence from RealNetworks and its relatétiess) and has discussed with KPMG L
its independence from RealNetworks.
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Conclusion

Based on the review and discussions reféaadbove, the Audit Committee recommended to Ramlbidks’ Board of Directors that
RealNetworks’ audited consolidated financial staata be included in RealNetworks’ Annual Reporfonm 10-K for the fiscal year ended
December 31, 2003.

The Audit Committee of the Board of Direct¢

Eric A. Benhamo!
Jeremy Jaec
Jonathan D. Kleir
Kalpana Raine

OTHER BUSINESS

The Board of Directors does not intend tai@prany other business before the meeting, andyrsasfis known to the Board, no matters are
to be brought before the meeting except as spddifi¢he Notice of Annual Meeting of Shareholdéiswever, as to any other business that
may properly come before the meeting, it is intehtthat proxies, in the form enclosed, will be voiedespect to those proxies in accordance
with the judgment of the persons voting such praxie

The information contained above under the captifteport of the Compensation Committee of the BadrDirectors”, “Report of the
Audit Committee of the Board of Direct” and “Comparative Performance Graph” shall not lieeemed to be “soliciting material” or to be
“filed* with the Securities and Exchange Commissioor shall such information be incorporated byereince into any future filing under the
Securities Act of 1933, as amended, or the Seesiiikchange Act of 1934, as amended, except txtéet that the Company specifically
incorporates it by reference into such filing.

IT IS IMPORTANT THAT PROXIES ARE RETURNED PROMPTLY AND THAT YOUR SHARES ARE REPRESENTED.
SHAREHOLDERS ARE URGED TO MARK, SIGN AND DATE THE E NCLOSED PROXY CARD AND MAIL IT PROMPTLY IN
THE ENCLOSED RETURN ENVELOPE.

BY ORDER OF THE BOARD OF DIRECTOR

(B i

ROBERT KIMBALL
Vice President, Legal and Business Affe
General Counsel and Corporate Secret

May 7, 2004
Seattle, Washington
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APPENDIX A
REALNETWORKS, INC.
DIRECTOR COMPENSATION STOCK PLAN

1. PurposeThe Director Compensation Stock Plan (the “Plag’g@stablished to allow the outside directors ofiRetvorks, Inc. (the
“Company”) to participate in the ownership of then@pany through ownership of shares of the Compadgimmon Stock, and to promote
identification of such directors’ interests wittotie of the Company’s shareholders.

2. Definitions.As used in the Plan:

2.1 “Affiliate” of the Company means any corporation, partnershiggh@r business association that, directl
indirectly, through one or more intermediaries,teols, is controlled by, or is in common controkhvihe
Company.

2.2 “Annual Retainer Fee” means the anfempayable to a Nonemployee Director for his ardegvices on
the Board

2.3 “Committee Chairperson Retainer Fee’ans the annual fee, if any, payable to a Nongrepl®irector fo
serving as a chairperson of the Audit Committee Gompensation Committee, the Nominating and Catpor
Governance Committee, or such other committeeeBibard for which a chairperson may be appointed an
designated by the Board from time to time as beiiggble to receive the Committee Chairperson RetialFee

2.4 “Director Service Fees” means, coliedli, the Annual Retainer Fee, the Committee Cleaspn Retainer
Fee and the Meeting Attendance F¢

2.5"Boarc” means the Board of Directors of the Compz

2.6 “Business Day” means a day on whichGbenpany’s executive offices are open for busim@sson which
trading is conducted on the Stock Exchat

2.7"Committe” means the Compensation Committee of the Bc

2.8“Common Stoc” means the Common Stock, par value $.001 per shisiiee Company

2.9"Compensation Dat” means the last Business Day of each calendar quadecalendar yea

2.10"Exchange A means the Securities Exchange Act of 1934, as amdeindm time to time

2.11 “Fair Market Value” of a share of CoomStock, as of any date, means the last sales fmicif no last
sales price is reported, the average of the hidlabd low asked prices) for a share of Common Stodkat day
as reported by the Stock Exchange, or if no suidepmvere quoted for the shares of Common Stodk@®Btock
Exchange for that day for any reason, the closigemuoted on the last Business Day on which preere
qguoted. If such prices or quotations are not regbbly the Stock Exchange, the Committee shall stlecsource
of prices or quotations for the purpose of detenngirthe Fair Market Value

2.12 “Meeting Attendance Fees” means fegsbple to a Nonemployee Director for attendanceestings of
the Board or committees of the Boa

2.13 “Nonemployee Director’ means a mendiehe Board of Directors who is not an employe¢hef
Company or any of its subsidiari

2.14 “Plan Year” means the 12-month pedochmencing February 1 and ending on the followenguary 31.
The first Plan Year shall commence on February004z



2.15 “Rule 16b-3” means Rule 16b-3 promtddaunder the Exchange Act (or any successor ouleet same
effect).

2.16"Share” means shares of Common Stock of the Comg




2.17 “Stock Exchange” means The NasdagkSttarket (“Nasdaq”) or, if the Common Stock is mmder
included on Nasdag, then such other market prigertiag system on which the Common Stock is traated
guoted.

3. Authorized Sharedhe total number of shares of Common Stock availédnl issuance under the Plan is Three Hundreg Fift
Thousand (350,000), subject to adjustment purdwaBéction 12 hereof. Shares available for issuander the Plan may be authorized and
unissued shares, as the Company may determinetifrearto time.

4.  Administration of the PlariThe Plan shall be administered by the Committee. Cbmmittee shall, subject to the provisions of the
Plan, adopt such rules as it may deem appropriatedier to carry out the purpose of the Plan. Akstions of interpretation, administration,
and application of the Plan shall be determined byajority of the members of the Committee, extleat the Committee may authorize any
one or more of its members, or any officer or eppiof the Company, to execute and deliver docusmambehalf of the Committee. The
determination of such majority shall be final armdding in all matters relating to the Plan and khalgiven the maximum deference permi
by law. No member of the Committee shall be ligbleany act done or omitted to be done by such negrabby any other member of the
Committee in connection with the Plan, except famrsmember’s own willful misconduct or as expregsiyvided by statute. All costs and
expenses involved in administration of the Plarldieborne by the Company.

5. Participation.Each Nonemployee Director shall be eligible to ipgrate in the Plan.

6. Election to Receive Common Stock in Lieu of DireStrvice Fee<rior to the first day of each Plan Year, each Maopleyee
Director may make an election to receive all oogipn of his or her Director Service Fees for siétdn Year in Common Stock (a “Stock
Election”) in lieu of cash. Such shares of Commuwck shall be transferred in accordance with Sactibiereof. Any Stock Election shall be
made in such form and manner as the Company majfgfrem time to time, shall specify the percergagf the Director Service Fees to be
paid in Common Stock, and shall be irrevocabletierPlan Year for which the Stock Election is madetwithstanding the foregoing, any
Nonemployee Director who is newly elected or aptemrto the Board after the first day of a Plan Yreast make the election under t
Section 6 within 30 days after becoming a Diregtih respect to the percentage of the Director BerlFees that are payable for the
remainder of that Plan Year. Each election mushhde by the Director by filing an election form wihe Secretary of the Company. If a
Director does not file an election form for eachriPyear by the specified date, the Director wildeemed to have elected to receive the
Director Service Fees in the manner elected bythector in his or her last valid election. Any pen who becomes a Director during a Plan
Year and does not file the required election witBindays will be deemed to have elected to rechva the Director Service Fees in cash.
When an election is made for a Plan Year, the Boremay not revoke or change that election.

7. Transfer of SharesShares of Common Stock issuable to a Nonemployesefdr pursuant to Section 6 hereof shall be dererth
and transferred to such Nonemployee Director orCitvapensation Dates as follows:

(a) The number of Shares to be issued\toreemployee Director on any Compensation Datespeet of the
Annual Retainer Fee shall equal one-fourth of thewnt of the Annual Retainer Fee to be paid in &héas
elected by the Nonemployee Director) for the Plaarvdivided by the Fair Market Value of a Shardhmn
Compensation Datt

(b) The number of Shares to be issuedNoremployee Director on any Compensation Datespeaet of the
Committee Chairperson Retainer Fee shall equafaumh of the amount of the Committee Chairpersetaiher
Fee to be paid in Shares (as elected by the NomseDirector) for the Plan Year divided by thermaarket
Value of a Share on the Compensation Date, prouit&ithe Nonemployee Director has served as Géraiop of
the Committee during the quarter to which the CottemiChairperson Retainer Fee relates;

(c) The number of Shares to be issuedNoreemployee Director on any Compensation Datespeet of the
Meeting Attendance Fees shall equal the amourteoMeeting Attendance Fees to
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paid in Shares (as elected by the Nonemployeecioir) for the quarter during which the meetingsigpe
compensated were held and attended by the NonesgwDiyector divided by the Fair Market Value offea& on
the Compensation Dat

The Company will instruct its registrar tolkmaan entry on the Company’s shareholder recoridereing that the shares of Common
Stock have been issued as of the Compensation.Dates

Notwithstanding anything to the contrary ler& on any Compensation Date the number of shafeCommon Stock otherwise issuable
to the Nonemployee Directors shall exceed the nurobauthorized shares of Common Stock remainirailable under the Plan, the
available shares shall be allocated among the Nploge Directors in proportion to the number ofrelsathey would otherwise be entitled to
receive and the remainder of the Nonemployee QirstDirector Service Fees shall be payable in cash

8. Fractional SharesNo fraction of a share of Common Stock will be 3y virtue of a Stock Election made by a Nonerygdo
Director, but in lieu thereof, a Nonemployee Diggatvho would otherwise be entitled to a fractioracgfhare of Common Stock shall receive
an amount of cash (rounded to the nearest wholg equal to the product of such fraction multiplisgthe Fair Market Value of the
Common Stock on the applicable Compensation Date.

9. Holding Period.Unless the Committee otherwise determines, shdr€ésmmon Stock issued to a Nonemployee Directosyamt tc
Section 6 hereof may not be sold, pledged, assjgrenimbered or otherwise transferred or disposbgl the Nonemployee Director for a
period of one year from the date of issuance ofi shhares.

10. LegendsEach certificate representing shares of CommonkSsstied under the Plan shall, unless the Comnutteerwise
determines, contain on its reverse a legend in frbstantially as follows, together with any otlegrends that are required by law, the terms
and conditions of the Plan or that the Committeisinliscretion deems necessary or appropriate:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE ARBUBJECT TO A MINIMUM HOLDING
PERIOD AS DESCRIBED IN THE COMPANY’S NONEMPLOYEE BECTOR STOCK PLAN AND
HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACTFA 933, OR ANY STATE
SECURITIES LAWS. THESE SECURITIES MAY NOT BE OFFERESOLD, TRANSFERRED,
ENCUMBERED, OR OTHERWISE DISPOSED OF WITHOUT AN BEETIVE REGISTRATION
STATEMENT FOR SUCH SHARES UNDER THE ACT AND APPLIBGAE STATE SECURITIES LAWS,
OR AN OPINION OF COUNSEL SATISFACTORY TO THE COMPANTHAT REGISTRATION IS NOT
REQUIRED UNDER THE ACT AND APPLICABLE STATE SECURIES LAWS.

The Company may cause the transfer agetthéo€ommon Stock to place a stop transfer ordér regpect to such shares.

11. Rights as a Shareholdek. Nonemployee Director shall have no rights asaetolder of the Company with respect to any
Common Stock to be issued under the Plan untilrtslhe becomes the holder of record of such shares.

12. Effect of Certain Changes in Capitalizatidn.the event of any recapitalization, stock spét/erse stock split, stock dividend,
reorganization, merger, consolidation, spin-ofintdnation, repurchase, or share exchange, or sthmlar corporate transaction or event
affecting the Common Stock, the maximum numbedasscof shares available under the Plan, and thieuor class of shares of Common
Stock to be delivered hereunder shall be adjusgatidoCommittee to reflect any such change in timabrer or class of issued shares of
Common Stock. In the event that as a result ofsargp change a Nonemployee Director will, in hiser capacity as the owner of Shares
subject to the holding period described in Secfidgthe “Prior Shares”), be entitled to new or aiddidl or different shares of stock, cash or
securities, such new or additional or differentrebacash or securities will be subject to the shodeing period and other terms and
conditions of the Plan that are applicable to therFShares. The Committee (in its absolute digmngtat
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any time may accelerate the release of the holdémigpd of all or any portion of such new or addiabshares of stock, cash or securities.

13. EffectivenessThe Plan shall become effective on February 1, 2pfVvided that the Plan shall have been approyaté
Company’s shareholders at the 2004 annual meetigigaseholders.

14. Amendment; Terminatiomhe Board or the Committee may at any time and ftioma to time alter, amend, or terminate the Ptan i
whole or in part; provided, however, that no suctiom shall, without the consent of a Nonemployée®or, affect the rights of such
Nonemployee Director in any Common Stock previousdyied to such Nonemployee Director under the, Rladh provided further that r
amendment shall be effective prior to approvalliey€ompanys shareholders to the extent such approval is déeeeessary or advisable
the Committee.

15. Rights of DirectorsNothing contained in the Plan shall confer upon iopemployee Director any right to continue in sleevice
of the Company as a director.

16. Government and Other Regulatiofifie obligations of the Company to deliver sharegeuithe Plan shall be subject to all
applicable laws, rules and regulations and suchoapfs by any government agency as may be requireldiding, without limitation,
compliance with the Securities Act of 1933, as atheei

17. Nontransferability.The rights and benefits under the Plan shall ndtdesferable by a Nonemployee Director other thathe
laws of descent and distribution.

18. Withholding.To the extent required by applicable federal, staie local law, a Nonemployee Director shall makersgements
satisfactory to the Company for the payment of witliholding tax obligations that arise in connentigith the Plan. The Company shall not
be required to issue any Common Stock under the Ufidl such obligations are satisfied. The metbochethods of payment of any
withholding tax obligations that arise in connentisith the Plan may consist of (i) cash, (ii) che@k) the delivery to the Company of whole
shares of Common Stock already owned by the NormraplDirector having an aggregate Fair Market Valpgal to the amount required to
be withheld, (iv) the retention by the Company dfole shares of Common Stock that are issuablestdltnemployee Director as
compensation under this Plan, which shares haeggregate Fair Market Value equal to the minimunow@m required to be withheld, or
(v) any combination of the foregoing methods ofrpant.

19. Governing LawThe Plan shall be governed by, and construed iardaace with, the laws of the State of Washington.

20. HeadingsThe headings of sections herein are included sédelgonvenience of reference and shall not atteetmeaning of any
of the provisions of the Plan.
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A COPY OF REALNETWORKS’ ANNUAL REPORT ON FORM 10-K FOR THE 2003 FISCAL
YEAR, AS FILED WITH THE SECURITIES AND EXCHANGE COM MISSION, IS
AVAILABLE WITHOUT CHARGE TO ANY SHAREHOLDER UPON WR ITTEN REQUEST TO:

INVESTOR RELATIONS DEPARTMENT
REALNETWORKS, INC.
P.O0. BOX 91123
SEATTLE, WASHINGTON 98111-9223




PROXY
PROXY FOR 2004 ANNUAL MEETING OF SHAREHOLDERS

RealNetworks, Inc.
2601 Elliott Avenue, Suite 1000, Seattle, Washingi®8121

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned shareholder of RealNetworlss, (the “Company”) hereby appoints Robert Glasel a
Robert Kimball as Proxies, each with the powergpaant his substitute, and hereby authorizes themegresent
and to vote, as designated below, all the sharesramon stock of the Company held of record by the
undersigned at the close of business on April 8424t the Annual Meeting of Shareholders to be baldune 4,
2004, or any adjournment or postponement thereof.

The undersigned hereby acknowledges receipt oaEtimepany’s Proxy Statement in connection with thedal
Meeting and hereby revokes any proxy or proxiesgiptssly given.

(Continued, and to be marked, dated and signed, ahe other side)

Address Change/Comments (Mark the corresponding boan the reverse side

a Detach here from proxy voting card. a

You can now access your RealNetworks shareholderoamt online via
Investor ServiceDirect® (ISD)

Mellon Investor Services LLC, Transfer Agent fordRéetworks, Inc., now makes it easy and converteget current
information on your shareholder account.

* View account statu * View payment history for dividenc
* View certificate history » Make address chang
* View book-entry informatior * Obtain a duplicate 1099 tax fot

» Establish/change your PI
Visit http://www.melloninvestor.com and follow irsictions provided.

For Technical Assistance Call 1-877-978-7778 betw®&am-7pm
Monday-Friday Eastern Time

Investor ServiceDirect® is a registered trademark\ellon Investor Services LLC




THIS PROXY WILL BE VOTED AS DIRECTED, OR IF NO DIRE CTION IS INDICATED, WILL BE VOTED “FOR” THE PROPOSA LS THIS

1. Election of Directors Nominees:

Class 1 Director Nominees:
01 Eric A. Benhamou

02 Edward Bleier

03 Kalpana Raina

PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECT ORS.

FOR WITHHELD
all nominees AUTHORITY
listed To vote for
(except a nominees
withheld) listed

2. Proposal to approve the Director
Compensation Stock Plan

O O

FOR

Mark Here
for Address
Change or

Comments

PLEASE SEE REVERSE SIDE

AGAINST ABSTAIN

O o

3. In their discretion the Proxies are authorizeddtewpon such other business as may

properly come before the meetir

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARDROMPTLY USING

THE ENCLOSED ENVELOPE.

Withheld Authority to vote for the following nomieés):

(Write name of any nominee’s for whom you wish tithivold authority to

vote)

Signature

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE
MANNER DIRECTED HEREIN BY THE UNDERSIGNED SHAREHOLD ER. IF NO

DIRECTION IS MADE, THIS PROXY WILL BE VOTED FOR PRO PSAL 1 AND

PROPOSAL 2, OR AS THE PROXIES DEEEM ADVISABLE ON SUCH OTHER
MATTERS AS MAY PROPERLY COME BEFORE THE MEETING, IN CLUDING,
AMONG OTHER THINGS, CONSIDERATION OF ANY MOTION MAD E FOR

ADJOURNMENT OF THE MEETING.

Signature

Date , 200¢

NOTE: Please sign exactly as name appears above. @hshares are held by joint tenants, both shouldgn. When signing as attorney, executor, administrafr, trustee or guardian, please give
full title as such. If a corporation, please signn full corporate name by President or other authorked officer. If a partnership, please sign in partership name by authorized person.

a Detach here from proxy voting card ~

Vote by Internet or Telephone or Mail
24 Hours a Day, 7 Days a Week

Internet and telephone voting is available throughl1:59 PM EST
the business day prior to annual meeting day.

RealNetworks, Inc. encourages you to vote via theternet or by telephone.

Each is a cost effective method of voting and savgsur Company money.

Your Internet or telephone vote authorizes the name proxies to vote your shares in the same manner

Internet

http://www.eproxy.com/rnwk

Use the Internet to vote your proxy. Have
your proxy card in hand when you acc

the web site

as if you marked, signed and returned your proxy cal.

Telephone
1-800-435-6710

Use any touch-tone telephone to vote your
OR Proxy. Have your proxy card in hand wt o
you call.

If you vote your proxy by Internet or by telephone,
you do NOT need to mail back your proxy card.

You can view the 2003 Annual Report and Proxy Stateent on the Internet at:

Mail

Mark, sign and date
your proxy card
and
return it in the
enclosed postage-paid
envelope



http://www.realnetworks.com/company/investor/annal_reports.html

End of Filing
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