REALNETWORKS INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 4/22/2003 For Period Ending 6/3/2003

Address 2601 ELLIOTT AVENUE STE 1000
SEATTLE, Washington 98121
Telephone 206-674-2700
CIK 0001046327
Industry Software & Programming
Sector Technology
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200






Table of Contents

SCHEDULE 14A
(Rule 14a-101)
INFORMATION REQUIRED IN PROXY STATEMENT

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of the Barities
Exchange Act of 1934

Filed by the Registraril
Filed by a Party other than the Registraht

Check the appropriate bc

O Preliminary Proxy Stateme O Confidential, for Use of th

| Definitive Proxy Statemer Commission Only (as permitted |
O Definitive Additional Materials Rule 14i-6(e)(2))

O Soliciting Material Pursuant to Rule -11(c) or Rule 14-12

REALNETWORKS, INC.

(Name of Registrant as Specified in Its Charter)

(Name of Person(s) Filing Proxy Statement, if othean the Registrant)

Payment of Filing Fee (Check the appropriate box):
| No fee required.
O Fee computed on table below per Exchange AtdsRl4a-6(i)(1) and 0-11.

(1) Title of each class of securitiesvhich transaction applies:

(2) Aggregate number of securitiesvtoch transaction applies:

(3) Per unit price or other underlyirgjue of transaction computed pursuant to Exch@wgdRule 0-11 (Set forth the amount on
which the filing fee is calculated and state howdts determined):

(4) Proposed maximum aggregate valimnsaction:

(5) Total fee paid:

O Fee paid previously with preliminary materials

O Check box if any part of the fee is offsepasvided by Exchange Act Rule 0-11(a)(2) and idgntie filing for which the
offsetting fee was paid previously. Identify theyipus filing by registration statement numbernh@ Form or Schedule and the date of its
filing.

(1) Amount Previously Paid:




(2) Form, Schedule or RegistratiorteStent no.:

(3) Filing Party:

(4) Date Filed:




Table of Contents

Real Networks 2601 Elliott Avenue, Suite 1000, Seattle, WA 98121

May 5, 200:.

Dear Shareholder:

You are cordially invited to attend the 208@ual Meeting of Shareholders (the “Annual Meet)rtg be held at 2:00 p.m. on Tuesday,
June 3, 2003 at the Seattle Marriott Waterfronted@100 Alaskan Way, Seattle, Washington.

At the Annual Meeting, the shareholders Wélasked to elect three directors to RealNetwdksird of Directors. The accompanying
Notice of Annual Meeting and Proxy Statement déscthe matters to be presented at the Annual Mg«

The Board of Directors unanimously recommehds shareholders votEor” this proposal.

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, | wollilde to express our appreciation for your suppdfRealNetworks. We look forward to seeing
you at the meeting

Sincerely,

ROBERT GLASEFR
Chief Executive Officer ar
Chairman of the Boar
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REALNETWORKS, INC.
2601 Elliott Avenue, Suite 1000
Seattle, Washington 98121

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
June 3, 2003

To the Shareholders of RealNetworks, Inc.:

NOTICE IS HEREBY GIVEN that the Annual Mediiof Shareholders of RealNetworks, Inc., a Waslkimgiorporation, will be held on
Tuesday, June 3, 2003, at 2:00 p.m., local timtheaBeattle Marriott Waterfront Hotel, 2100 Alask&ay, Seattle, Washington for the
following purposes as more fully described in theanpanying Proxy Statement:

1. To elect one Class 2 director to serve until the28nnual Meeting of Shareholders and two Classeltbrs tc
serve until the 2006 Annual Meeting of Shareholdersintil such directors’ earlier retirement, ggwtion or
removal, or the election of their successors;

2.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 RealNetworkdmmon Stock at the close of business on Marcl2@33 are entitled to notice of, and to vote
this meeting or any adjournment or postponemetti@fmeeting. A list of shareholders as of that daliebe available at the meeting and for
ten days prior to the meeting at the principal exee offices of RealNetworks located at 2601 Etlidvenue, Suite 1000, Seattle,
Washington 98121.

BY ORDER OF THE BOARD OF DIRECTOR

(s i

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

Seattle, Washington
May 5, 2003

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 ensurewworepresentation 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.
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REALNETWORKS, INC.

PROXY STATEMENT FOR THE ANNUAL MEETING OF SHAREHOLD ERS
To Be Held June 3, 2003

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 Tuesday, June 3, 2003 ateh&l8 Marriott Waterfront Hotel, 2100 Alaskan W&gattle, Washington, and at any
adjournment or postponement of the meeting, foptirposes set forth in this Proxy Statement ariléraccompanying Notice of Annual
Meeting of Shareholders. This Proxy Statementpaycard and RealNetworks’ Annual Report on ForrKl@®he “Annual Report”), which
includes financial statements for its fiscal yeaded December 31, 2002, are being sent to all sblaters of record as of the close of busii
on March 25, 2003, and are being mailed to theettudders of RealNetworks on or about May 5, 200thaugh the Annual Report and this
Proxy Statement are being mailed together, the AhReport is not part of this Proxy Statement.

Quorum and Voting Rights

At the close of business on March 25, 2008re were 157,788,279 shares of RealNetworks’ camstaxck, par value $0.001 per share
(the “Common Stock”), outstanding. Only holdergedord of the shares of Common Stock outstandisgett time will be entitled to notice
of and to vote at the Annual Meeting. The presexidhe Annual Meeting of at least a majority oftsgbares, either in person or by proxy,
shall constitute a quorum for the transaction dfibeiss. Broker non-votes and shares held by pesdistaining will be counted in
determining whether a quorum is present. Brokervmtes occur when an intermediary, such as a brakether financial institution, returns
a proxy but does not have the authorization froenttbneficial owner to vote the beneficial owseshares on a particular proposal becaus
nominee did not receive voting instructions frora beneficial owner. Proxies are solicited to gilelareholders who are entitled to vote on
the matters that come before the meeting the oppitytto do so, whether or not they choose to dttbe Annual 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 eitlgethe Internet at http://www.eproxy.com/rnwk or teyephone by calling-800-435-6710.
We encourage you to vote your shares in advanteeoinnual Meeting date even if you plan on attegdhe Annual Meeting. You may
change or revoke your proxy at the Annual Meetineneif you 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.
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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 vadt©R the three individuals nominated to serve as dirscldis not expected that any matters other thase
referred to in this Proxy Statement will be broupétore the Annual Meeting. However, if any othexttars are properly presented for action,
the proxies named on the proxy card will be auttemtiby your proxy to vote on those other mattetbéir discretion.

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 atmieeting, a nominee for election to a positionf@Board of Directors will be elected as a
director if the votes cast for the nominee excéedvbtes cast for any other nominee for that pmsiti

Shareholders may abstain from voting on thrainees for director. Abstention from voting orsthiatter will have no effect, since
approval of this matter is based solely on the nemolf votes actually cast.

Brokerage firms and other intermediaries mgdhares 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 itthking one of the following three actions:

* by giving written notice of the revocation to ther@orate Secretary of RealNetworks at its princgpacutive
offices prior to the commencement of shareholdéingaat the Annual Meetinc

* by executing a proxy with a later date and delivgit to the Corporate Secretary of RealNetworkissatrincipal
executive offices prior to the commencement of shalder voting at the Annual Meeting;

* by personally attending and voting at the meef
Solicitation of Proxies

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

Shareholder Proposals for 2004 Annual Meeting

An eligible shareholder who desires to hageaified proposal considered for inclusion in grexy statement and form of proxy
prepared in connection with RealNetworks’ 2004 Aairdeeting of Shareholders must deliver a copyhefgroposal to the Corporate
Secretary of RealNetworks, at the principal exeeutiffices of RealNetworks, no later than Januar@@®4. To be eligible to submit a
proposal, a shareholder must
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have continually been a record or beneficial owafeshares of Common Stock having a market valus tdast $2,000 (or representing at
least 1% of the shares entitled to vote on thegmal), for a period of at least one year priorubrsitting the proposal, and the shareholder
must continue to hold the shares through the datgloch the meeting is held.

A shareholder of record who intends to sutaptoposal at the 2004 Annual Meeting that isaligible for inclusion in RealNetworks’
Proxy Statement must provide written notice to Realorks, addressed to the Corporate Secretarty thie Nominating Committee of the
Board of Directors, Attn: Mr. Bleier, Chairman tife proposal relates to the nomination of one orenglirectors) at the principal executive
offices of RealNetworks, not later than Januar(4. The notice must satisfy certain requiremspégified in RealNetworks’ Bylaws. A
copy of the Bylaws will be sent to any shareholdgon written request to the Corporate SecretafyeaiNetworks.

PROPOSAL 1 — ELECTION OF DIRECTORS

At the Annual Meeting, one Class 2 directotl &wvo Class 3 directors are to be elected to semtiethe 2005 Annual Meeting of
Shareholders in the case of the Class 2 directittan2006 Annual Meeting of Shareholders in tteeaa the Class 3 directors, or until their
earlier retirement, resignation, removal, or threxgbn of their successors. The Class 2 directorinee is Jonathan D. Klein who was
appointed as a Class 2 director on January 23,. 2003 result of Mr. Klein's recent appointment,ifisubject to election at the Annual
Meeting. The Class 3 director nominees are Robladds and Jeremy Jaech. All of the nominees cuyreatve as directors of RealNetworks
and have been nominated by the Nominating Committ¢lee Board of Directors and recommended by tbar8 of Directors for election or
re-election, as the case may be, at the Annualilgeefhe accompanying proxy will be votE®R the election of Messrs. Glaser, Jaech and
Klein to the Board of Directors, except where autiydo so vote is withheld. The nominees have eotsd to serve as directors of
RealNetworks if elected. If at the time of the Aahieeting, a nominee is unable or declines toesassa director, the discretionary authority
provided in the enclosed proxy will be exerciseddte for a substitute candidate designated bythrainating Committee of the Board of
Directors. The Board of Directors has no reasdpeleve that any of the nominees will be unableitirdecline to serve as a director.

Nominee for Class 2 Director

Jonathan D. Kleinhas been a Director of RealNetworks since Janua®®@.2Mr. Klein is a co-founder of Getty Images,.|recleading
provider of imagery and related products and ses/isvhere he has served as Chief Executive Offiedra director since February 1998.
Mr. Klein served as Chief Executive Officer andaadirector of Getty Communications Limited, theqaeessor to Getty Images, Inc., from
April 1996 to February 1998. From March 1995 to ihp®96, Mr. Klein served as the Joint ChairmarGeftty Communications Limited.
Prior to founding Getty Images, Mr. Klein servedsadirector of London-based investment bank HamBeosk Limited, where he led the
bank’s media industry group. Mr. Klein serves oa ltoards of Getty Investments L.L.C., Getty Imadjas,and A Contemporary Theatre in
Seattle, Washington. Mr. Klein holds a Master’s Eegfrom Cambridge University. Age 42.

Nominees for Class 3 Director

Robert Glasehas served as Chairman of the Board and Chief ExedDfficer of RealNetworks since its inceptionfebruary 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 atbemmunications 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 41.

Jeremy Jaecthas been a Director of RealNetworks since July 2802Jaech was a co-founder of Visio Corporatedeveloper 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
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2000. Mr. Jaech served as Vice President of thénBss Tools Division of Microsoft Corporation frafanuary 2000 until June 2000. Prior to
founding Visio Corporation, Mr. Jaech émdnded Aldus Corporation, a software developmentgany, where he was the technical leade
the original development of PageMaker from Apri849o July 1985. Mr. Jaech managed Aldus’ prodeeetbpment as Vice President of
Engineering from July 1985 to March 1989. Priofdonding Aldus Corporation, Mr. Jaech held varipositions with Battelle’s Pacific
Northwest Laboratories and The Boeing Company.Jdech also serves on the Boards of Directors aft&iCorporation, Vixz Labs ar
Performant, Inc. Mr. Jaech holds a B.A in Mathepgéind an M.S. in Computer Science from the Unityeod Washington. Age 48.

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 uhdedirection 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 estsititig 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 six daec Edward Bleier and Kalpana Raina
are Class 1 directors, whose terms expire at thaearshareholders meeting in 2004. James BreyeCisiss 2 director, whose term expires at
the Annual Meeting in 2005. Jonathan D. Klein Slass 2 director who is subject to election atAheual Meeting due to his appointment to
the Board of Directors on January 23, 2003. Ifield@s a Class 2 director at the Annual Meeting,K&in’s term will expire at the 2005
Annual Meeting of Shareholders. Robert Glaser andndy Jaech are Class 3 directors, whose termeeeadpthe Annual Shareholders
Meeting. Commencing with the Annual Meeting, thavlyeelected Class 2 director shall serve for a termding at the second annual
shareholders meeting following election of suclectior and the newly elected Class 3 directors slealle for a term ending at the third
annual shareholders meeting following electionuafhsdirectors. Proxies may not be voted for a greaimber of persons than the number of
nominees named.

Shareholders who wish to nominate one or marglidates for election as directors at an anmeeting of shareholders must give timely
notice of the proposal to nominate such candidpie(sriting to the Corporate Secretary of RealNatks not less than 120 days before the
first anniversary of the date that RealNetworksixyr statement was released to shareholders in ctaneavith 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 asreasonable time before
RealNetworks begins to print and mail its proxy em@ls. The notice must satisfy certain requirermepecified in RealNetworks’ Bylaws, a
copy of which will be sent to any shareholder upaitten request to the Corporate Secretary of Re@lfdrks.

Continuing Directors — Not Standing for Election This Year
The following individuals are Class 1 diresto

Edward Bleierhas been a director of RealNetworks since Aprila198 January 2001, Mr. Bleier became Senior AdvisoNarner Bros.
a leading producer and distributor of movies, tisiew programming and animation. He previously edras Warner Bros.’ President of
Domestic Pay-TV, Cable & Network Features. Ovey8&ars, Mr. Bleier was involved in the developmeit@me video, video-on-demand,
pay-TV, and cable systems and networks, with orggodsponsibilities for programming, animation, $ppand the distribution of movies and
television shows. Mr. Bleier previously served &seaior Executive of ABC-TV, at various times owsing sales, daytime and children’s
programming, marketing and planning. Mr. Bleierich#éhe Steering Committee of the Aspen Institubd’annual Communications
Conferences for leaders of the television, film aable industries. Mr. Bleier also chairs the Cefite Communication and the Academy of
the Arts Guild Hall, serves as a trustee of thedDaoundation and the Martha Graham Dance

4
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Center, and is a member of the Council on Foreiglatidns. Mr. Bleier holds a Bachelor of Scienceyi2e from Syracuse University and
served in the U.S. Army, specializing in publicamhation. Age 73.

Kalpana Rainahas been a director of RealNetworks since Dece2®@t. Ms. Raina serves as an Executive Vice Presatelhe Bank
of New York. The Bank of New York, a financial haig company, provides a complete range of bankimbather financial services to
corporations and individuals worldwide. Ms. Rairgs hesponsibility for the Media & Telecommunicatiphiealthcare, Retailing and the
Western Division. Prior to her appointment as Exigewice President in 1998, Ms. Raina served asdsé&/ice President from August 1995
to December 1998, as Vice President from Augus18%August 1995, as Assistant Vice President fidomember 1989 to August 1992 and
as Assistant Treasurer from November 1988 to NowerhB89. Prior to joining The Bank of New York, M&aina was employed in the
Media Division of Manufacturers Hanover Trust ComypaMs. Raina serves on the Board of the Cente€fanmunications and ADITI:
Foundation for the Arts in New York City. Ms. Raihalds a B.A. Honors degree from Panjab Universitglia and an M.A. degree in Engl
Literature from McMaster University. Age 47.

The following individual is a Class 2 directo

James Breyehas been a Director of RealNetworks since OctoB861Mr. Breyer has served as a General Partngcadl Partners in
Palo Alto, California since 1990. At Accel Partnévl. 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 sab@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 41.

Meetings of the Board

The Board meets on a regularly scheduledslzhsing the year to review significant developrseaftecting RealNetworks and to act on
matters requiring Board approval. It also holdscggdeneetings when an important matter requiresr@aation between regularly scheduled
meetings. The Board of Directors met eight timesmiuRealNetworks’ fiscal year ended December 8022and took action by unanimous
written consent on one other occasion. No incumberhber attended fewer than 75% of the total nurabereetings 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 Strategioshetions Committee and a
Nominating and Corporate Governance Commi

The Audit Committee, currently composed ofdsls. Bleier, Jaech, Klein and Ms. Raina, reviewalRetworks’ internal accounting
procedures and consults with and reviews the ses\pcovided by its independent auditors. Prioutg 12, 2002, the Audit Committee was
composed of Messrs. Bleier, Breyer and Ms. Raind,keetween July 12, 2002 and April 18, 2003, thdiddommittee consisted of
Messrs. Bleier, Jaech and Ms. Raina. Each of MeB&#er, Breyer, Jaech, Klein and Ms. Raina anelépendent” as defined in the rules of
the National Association of Securities Dealers, Tite Audit Committee met 11 times during the fisear ended December 31, 2002. The
Audit Committee has adopted a written charter,@yaxf which is attached as Appendix A to this Pr&tgtement.

The Compensation Committee, currently compasgeMessrs. Bleier and Breyer, reviews and recontneo the Board the compensation
and benefits to be provided to the executive offiad RealNetworks and reviews general policy niattelating to employee compensation
and benefits. The Compensation Committee met sewes during the fiscal year ended December 312 201 took action by unanimous
written consent on three other occasions.
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The approval of the Strategic Transactions@dtee, which is currently composed of Messrss&laBreyer and Jaech, is required be
the Board of Directors may:

 adopt a plan of merge

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

» authorize RealNetwor’ voluntary dissolution, ¢

« take any action that has the effect of the foregyaiauses
The Strategic Transactions Committee didmegt during the fiscal year ended December 31,.2002

The Nominating and Corporate Governance Cdtaajiformerly the Nominating Committee, is curhggbmposed of Messrs. Bleier and
Breyer and Ms. Raina. The Nominating and Corpo&deernance Committee searches for and recommerids Board potential nominees
for Board positions, makes recommendations to ther@regarding size and composition of the Boamd,develops and recommends to the
Board the governance principles applicable to thm@any. The Nominating and Corporate Governancerfliiee will consider shareholder
recommendations for nominees to fill Board pos#id@rsuch recommendations are received, in writiygthe Chairman of the Nominating
Committee (currently Mr. Bleier) no later than 1@4dys prior to the first anniversary of the date fRealNetworks’ proxy statement was
released to shareholders in connection with theipus year’s annual meeting. Any such recommendatiast satisfy certain requirements
with respect to notices specified in RealNetwoiglaws, a copy of which will be sent to any shatdboupon written request to the
Corporate Secretary of RealNetworks. The Nominading Corporate Governance Committee met four tuheisg the fiscal year ended
December 31, 2002 and took action by unanimoudemritonsent on one other occasion.

Compensation of Directors

Directors of RealNetworks do not receive cestmpensation for their services as directors anbers of committees of the Board of
Directors, but are reimbursed for their reasonakjgenses incurred in attending Board of DirectorS@mmittee meetings.

The directors who are not employees of Rembikks (the “Non-Employee Directors”) receive stagkions under the RealNetworks
2002 Director Stock Option Plan. The 2002 Dire®tam provides for an automatic grant of an optmpurchase 35,000 shares of the
Company’s Common Stock to each Non-Employee Dirdbi@e business days following the date of the3280nual Meeting, provided that
he or she has served as a Non-Employee Directahéopreceding twelve months. Each individual wingt becomes a Non-Employee
Director after that date will automatically be gieshoptions to purchase 65,000 shares of the Cophw&ommon Stock on the date that hi
she is first appointed or elected as a Non-Empl@jieector. Each Non-Employee Director will also @uiatically be granted an option to
purchase 35,000 shares of RealNetworks Common $tothke third business day following the date ahesubsequent annual meeting of
shareholders if he or she is a Non-Employee Diremtiathat date.

Each option granted under the 2002 Directan ®ill have a maximum term of ten years and agr@se price equal to the fair market
value of the shares subject to the option on the adfagrant. With respect to the options to pureh&s,000 shares granted to a Non-Employee
Director at the time he or she is first appointeélected to the Board of Directors, 45,000 shaiidrecome exercisable on the first
anniversary of the applicable grant date, 10,0@0eshwill become exercisable on the second anmimes the applicable grant date and the
remaining 10,000 shares will become exercisablénerthird anniversary of the applicable grant diitdne recipient continues to serve as a
director on such dates. With respect to the optiormirchase 35,000 shares granted to a Non-EmpBirector three business days
following the 2003 Annual Meeting and each subsatiaenual meeting of shareholders, 100% of theeshsubject to such options will vest
on the first anniversary of the applicable grariedd an optionee’s service on the Board of Dioestis terminated due to his or her death, his
or her outstanding options will immediately vesfui.
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On June 11, 2002, Messrs. Bleier and Breysewach granted an option to purchase 35,000ssbafommon Stock at an exercise price
of $7.27 per share, and 100% of the shares subjacich options will vest on the first anniversafghe grant date. On July 1, 2002,
Mr. Jaech was granted options to purchase 65,0@@slof Common Stock under the 2002 Director Piam &xercise price of $3.96 per
share, of which 45,000 shares will become exert@sa the first anniversary of the grant date, @0,8hares will become exercisable on the
second anniversary of the grant date and the réngair®,000 shares will become exercisable on tind #nniversary of the grant date, if
Mr. Jaech continues to serve as a director on dat¥s. Non-Employee Directors are also eligiblediecretionary awards under the
Company’s 1996 Stock Option Plan, as amended aatdteel. As of the date of this Proxy Statemenipaptfor the purchase of an aggregate
of 445,000 shares of Common Stock have been gramtagrently serving Non-Employee Directors unther 1996 Stock Option Plan, as
amended and restated.

Contractual Arrangements

Under a voting agreement (the “Voting Agreetteentered into in September 1997 among RealNetsydAccel IV, L.P. (“Accel IV”),
Mitchell Kapor, Bruce Jacobsen and Robert Glasahef Accel IV and Messrs. Jacobsen and Kapor bgueed to vote all shares of stock
of RealNetworks owned by them to elect Mr. Glasathe Board of Directors of RealNetworks in eaatgbn in which he is a nominee. The
obligations under the Voting Agreement terminatéhwéspect to shares transferred by the parti#eet®oting Agreement when such shares
are transferred. The Voting Agreement terminatetherdeath of Mr. Glaser.

Pursuant to the terms of an agreement enteteih September 1997 among RealNetworks and@Vaser, 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 Mardh 2003, information regarding beneficial ownerstiighe Common Stock by (a) each person
known to RealNetworks to be the beneficial ownemaofre than five percent of the outstanding Commioigls (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, 2002 and (d) all of Rewlbl&t’ executive officers and directors as a group.
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The individuals referred to in (c) above are refdrto throughout this Proxy Statement as the Naaxedutive Officers. Unless otherwise
noted, the named beneficial owner has sole votmbjimvestment 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 33.%

c/o RealNetworks, Inc.

2601 Elliott Avenue

Suite 1000

Seattle, WA 9812
James W. Breyer(: 511,95! *
Edward Bleier(4 163,33« *
Jeremy Jaec 0 *
Kalpana Raina(5 45,00( *
Jonathan D. Kleil 0 *
Lawrence Jacobson( 410,16! *
Kelly Jo MacArthur(7) 861,88( *
Carla Stratfold(8 84,87( *
Brian V. Turner(9 150,00( *
Entities deemed to be affiliated with Citigroup (i®©) 19,841,79 12.€
All directors and executive officers as a group ff&Bsons)(11 60,289,89 37.%%

(1)

(2)

3)

(4)

(5)

(6)

(7)

(8)

Less than 1%

Beneficial ownership is determined in aceorck with rules of the Securities and Exchange Cigsianm (the
“SEC”) and includes shares over which the bendfminer exercises voting or investment power. Shafe
Common Stock subject to options currently exerdesab exercisable within 60 days of March 25, 2663
deemed outstanding for the purpose of computingéineentage ownership of the person holding thieogt
but are not deemed outstanding for the purposerpating the percentage ownership of any othergpers
Except as indicated, and subject to community ptggaws where applicable, the Company believesetan
information provided by such persons, that thegesiamed in the table above have sole votingraresiment
power with respect to all shares of Common Stodwshas beneficially owned by the

Includes 2,107,545 shares of Common Stoakeaby the Glaser Progress Foundation. Mr. Glasetaiims
beneficial ownership of these shat

Includes 93,334 shares of Common Stock [dsugpon exercise of options exercisable withird&9s of
March 25, 2003

Includes 153,334 shares of Common Stoclalsisuupon exercise of options exercisable withid&@s of
March 25, 2003

Includes 45,000 shares of Common Stock [Hsugpon exercise of options exercisable withird&9s of
March 25, 2003

Includes 407,145 shares of Common Stoclaldsuwpon exercise of options exercisable withir&@s of
March 25, 2003

Includes 821,000 shares of Common Stoclaldsupon exercise of options exercisable withi&@s of
March 25, 2003

Includes 80,000 shares of Common Stock [dsugpon exercise of options exercisable withird&9s of
March 25, 2003



(9) Includes 150,000 shares of Common Stoclaldsuupon exercise of options exercisable withird&®gs of
March 25, 2003
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(10) Pursuant to a Schedule 13G/ A filed with $eeurities and Exchange Commission on Februargdas,
Citigroup Inc. reported that as of December 31,2@0and certain related entities had shared godimd
dispositive power over 19,841,796 shares of Com8tock and that its address is 399 Park Avenue, Xenk,
NY 10043.

(11) Includes an aggregate of 3,490,813 shares of Con8tawk issuable upon exercise of options exerasaiihin
60 days of March 25, 200

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities and Exchakgeof 1934, as amended (the “Exchange Act”), respiRealNetworks’ executive officers,
directors, and persons who own more than ten peatenregistered class of RealNetworks’ equityusities to file reports of ownership and
changes of ownership with the SEC. Executive officdirectors and greater than ten percent shatetwéare required by SEC regulation to
furnish RealNetworks with copies of all such repditey file. Specific due dates have been estadisly the SEC, and RealNetworks is
required to disclose in this Proxy Statement ailyrato 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, 2002, 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

RealNetworks’ Compensation Committee is qufyecomposed of Messrs. Bleier and Breyer. No aiee officer of RealNetworks
serves as a member of the board of directors opeasation committee of any entity that has one aerexecutive officers serving as a
member of RealNetworks’ Board of Directors or Comgation Committee. In addition, no interlockingat@nship exists between any
member of RealNetworks’ Compensation Committeeamdmember of the compensation committee of angratbmpany, nor has any such
interlocking relationship existed in the past.

Certain Relationships and Related Transactions

MusicNet, Inc., a Delaware corporation (“Mzet”), 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 Musiciigtl March 14, 2003. Mr. Glaser received no caskduity remuneration for his servic
as Chairman and Director of MusicNet. In 2002, Reealorks received approximately $760,000 in casmfMusicNet pursuant to the terms
of license and service agreements with MusicNetpad approximately $1.25 million to MusicNet farsices and royalties. In addition, in
2002, MusicNet reimbursed RealNetworks approxinya$6l0,000 for office space subleased from RealNitsvand approximately
$217,000 for certain administrative services predithy RealNetworks.

During RealNetworks’ 2002 fiscal year, RediMarks paid NonStop Entertainment Software, Indyashington corporation (“NonStop”)
which was dissolved in March 2002, approximatelyl86 representing royalties and fees for produeeli@ment services pursuant to a
Software Development and Distribution Agreementeein RealNetworks and NonStop (the “Agreement”js@ant to the Agreement,
NonStop developed software for games promotedilaiséd and sold by RealNetworks. The amount pgi®éalNetworks to NonStop
2002 exceeds five percent of the consolidated gmsmues of NonStop for its last fiscal year. @fdavestments, Inc., a Washington
corporation, of which Mr. Glaser is the sole shatdér, beneficially owned in excess of 10% of thyaity interests of NonStop during the
2002 fiscal year.
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Change-in-Control Arrangements

Under RealNetworks’ 1995 Stock Option Pla89@ Stock Option Plan, 2000 Stock Option Plan &@PDirector Plan, as any of such
plans have been amended and restated (the “Pl&agh), outstanding option issued under the Plandagbme exercisable in full in respect
of the aggregate number of shares covered thenelwijthstanding 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, securitieslogr property, other than any such transactiomhich the
persons who hold Common Stock immediately pridgh®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 immtetiia
prior to the transaction have immediately followthg transaction less than a majority of the comtivoting
power of the outstanding capital stock of RealNeksmrdinarily (and apart from rights accruing ungecial
circumstances) having the right to vote in the ted@cof directors

* any liquidation or dissolution of RealNetworl

 any sale, lease, exchange or other transfer nibeinrdinary 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, comgtoon or other entity (excluding RealNetworks ang a
employee benefit plan sponsored by RealNetworks)hiases any Common Stock (or securities conveiitilde
Common Stock) for cash, securities or any othesiclemation pursuant to a tender offer or exchariifipe, wr
(i) any person, corporation or other entity (exbhg RealNetworks and any employee benefit plamspieed by
RealNetworks) becomes the direct or indirect berfowner 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 i ekection of
directors.

In addition, if within a 12 month period foWing a Change of Control (as defined below):

(a) the employment of Ms. MacArthur, RealMarks’ Senior Vice President, is (i) terminated by Reaheks
or its successor in interest other than for Caasealéfined below), or (ii) terminated by Ms. MadAnt for Good
Reason (as defined below), then 50% of the opfienthe purchase of an aggregate of 450,000 sladires
RealNetworks Common Stock granted to Ms. MacArtinuOctober 12, 2001 that are unvested as of treelaat
employment terminates shall become immediatelyagkahd exercisable by Ms. MacArthur; ¢

(b) the employment of Mr. Turner, RealNetkgd Senior Vice President, Finance and OperatiQmsef
Financial Officer and Treasurer is (i) terminatgdRealNetworks or its successor in interest othan for Cause
(as defined below), or (ii) terminated by Mr. Turfier Good Reason (as defined below), then 50%@foiptions
for the purchase of an aggregate of 400,000 sludieealNetworks Common Stock granted to Mr. Tuiorer
October 12, 2001 that are unvested as of the datntployment terminates shall become immediatestad and
exercisable by Mr. Turne

For purposes of the arrangements involving ™Mirner and Ms. MacArthur, the following terms bate following definitions:

* “Cause” means the termination of employment dufeaiod, misappropriation or embezzlement on the pfart
Mr. Turner or Ms. MacArthur that results in matéfass, damage or injury to RealNetworks or itscassor in
interest, or the conviction of a felony involvingonal turpitude
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* “Good Reason” means a reduction in compensatiogipaation of Mr. Turner’s or Ms. MacArthur’s priipal
work site to a location more than 30 miles fromdrider pre€hange of Control work site, or a material redut
in responsibilities or authority as in effect befthe 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 cormetitou
hold a majority in interest of the voting stocktbé 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 managdéroe
policies of RealNetworks prior thereto to gain spolwer.

11
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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, 2002, 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$$)(2) Options(#) Compensation($)(3)
Robert Glase 200z $200,00( $ 0 0 $36,27¢
Chairman of the Board ar 2001 200,00 0 0 90
Chief Executive Office 200( 200,00( 0 0 144
Lawrence Jacobsc 200z 350,01¢ 277,47¢ 250,00( 22¢
Presiden 2001 311,64¢ 350,00( 1,000,001 1,28t
200(C 0 0 0 0
Kelly Jo MacArthur 200z 225,00( 163,62! 75,00( 13t
Senior Vice Presidel 2001 175,00( 0 450,00( 90
200(C 158,11: 50,00( 200,00( 144
Carla Stratfolc 200z 210,00( 140,46( 50,00( 12¢
Senior Vice Presiden 2001 140,80t 87,11t 175,00( 60
North American Sale 200( 0 0 0 0
Brian V. Turner 200z 234,36( 80,00( 150,00( 15C
Senior Vice Presiden 2001 57,85: 0 400,00( 38
Finance and Operatior 200( 0 0 0 0
Chief Financial Officer and Treasui
(1) Amount shown for 2001 for Mr. Jacobson repnesbdase salary earned after he commenced employvitan
RealNetworks on February 12, 2001. Amount showr2@fy1 for Ms. Stratfold represents base salaryesbafter
she commenced employment with RealNetworks on A&il2001. Amount shown for 2001 for Mr. Turner
represents base salary earned after he commengeoyament with RealNetworks on October 8, 20
(2) Amount shown for Mr. Jacobson for 2002 repnésan anniversary bonus in the amount of $100ad@0
incentive compensation earned in 2002 in the amo$177,478 and paid in 2003. Amount shown for
Ms. MacArthur for 2002 represents incentive compéing earned in 2001 in the amount of $100,000pd in
2002, incentive compensation earned in 2002 iratheunt of $55,000 and paid in 2003, and incentive
compensation earned and paid in 2002 in the anaf$8,625. Amount shown for Ms. Stratfold for 2002
represents an anniversary bonus in the amount®080, incentive compensation earned in 2002 iratheunt
of $10,000 and paid in 2003, sales commissionse€am2001 in the amount of $25,120 and paid in228@les
commissions earned and paid in 2002 in the amdupi4 300, and sales commissions earned in 200%in
amount of $16,040 and paid in 2003. Amount showrMn Turner for 2002 represents incentive compgasa
earned in 2002 in the amount of $80,000 and pa&D08. Amount shown for Mr. Jacobson for 2001 repnés
incentive compensation earned in 2001 in the amoL$850,000 and paid in 2002. Amount shown for2fiy
Ms. Stratfold represents a signing bonus paid éatmount of $50,000 and sales commissions earrtepaad in
2001 in the amount of $37,115. Amount shown for MacArthur for 2000 represents incentive compensati
earned in 1999 in the amount of $50,000 and pa&D00.
(3) Amount shown for 2002 for Mr. Glaser represaststs associated with the occupancy of officeespathe

Company’s headquarters by the Glaser Progress Btangda charitable foundation of which Mr. Glager
Trustee, and Mr. Glas's personal assistant in the aggregate amount o1 $36and life
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insurance premiums paid by RealNetworks for theefieaf Mr. Glaser in the amount of $120. Amourt®wn
for 2002 for the Named Executive Officers othemtivr. Glaser represent life insurance premiums pgid
RealNetworks for the benefit of Messrs. Jacobsas, WMacArthur, Ms. Stratfold and Mr. Turner in the@unt of
$225, $135, $126 and $150, respectively. Amourasvahfor 2001 represent reimbursed relocation exgefar
Mr. Jacobson in the amount of $1,210 and life iasoe premiums paid by RealNetworks for the beéfit
Messrs. Glaser, Jacobson, Ms. MacArthur, Ms. Sticheind Mr. Turner in the amount of $90, $75, $80 and
$38, respectively. Amounts shown for 2000 repreBfninsurance premiums paid by RealNetworks Far t
benefit of Mr. Glaser and Ms. MacArthur, each ia #tmount of $14«

Option Grants.The following table shows information concerningcht options granted to the Named Executive Officiensng
RealNetworks’ fiscal year ended December 31, 2002.

Option Grants in 2002

Individual Grants
Potential Realizable Value at

Number of Assumed Annual Rates of Stock

Securities Percent of Total Price Appreciation for Option

Underlying Options Granted Term(1)

Options to Employees in Exercise Price Expiration
Name Granted(#) Fiscal Year ($ per share) Date 0% % 10%

Robert Glase — — $ — — $— $ — $ —
Lawrence Jacobsc 250,00 3.4 3.7¢€ 8/05/2: — 1,554,101 5,383,85!
Kelly Jo MacArthur 75,00( 1.C% 3.7¢ 8/05/2: — 466,23( 1,615,15!
Carla Stratfolc 50,00( 0.7% 3.7¢€ 8/05/2: — 310,82( 1,076,77
Brian Turner 150,00( 2.C% 3.7¢€ 8/05/2: — 932,46( 3,230,311

(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 Seesi@tnd
Exchange Commission. None of the assumed rataeal price appreciation represent the Companyisase
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@2yding the aggregate value of any gains real@educh exercise. The table also
shows information regarding the number and valuenekercised in-the-money options held by the NaBeztutive Officers at the end of
that fiscal year.

Aggregated Option Exercises in Fiscal Year 2002 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 Year+($)(2)

Acquired on Realized
Name Exercise(#) %)) Exercisable Unexercisable x&cisable Unexercisable

Robert Glase 0 3 — — — $ — $ —
Lawrence Jacobsc 0 — 239,28t 1,010,71. 1,25(C 11,25(
Kelly Jo MacArthur 50,00( 375,10( 732,50( 444 ,50( 1,707,141 3,37¢
Carla Stratfolc 0 — 57,50( 167,50( 25C 2,25(C
Brian V. Turner 0 — 15,00( 535,00( 75C 6,75(

(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 ggdeeexercise price of the optio

(2) These values represent the number of shabgscsdo in-the-money options multiplied by thefeience between
the closing bid price of the Company’s Common StockDecember 31, 2002 ($3.81 per share) and theisge
price of the options
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Report of the Compensation Committee of the Boardfdirectors
Compensation Philosopt

The Compensation Committee of the Board oé8o0rs consists of two non-employee directors, &dvBleier and James W. Breyer. The
Compensation Committee works with management ttbésh the general compensation policies and progifar RealNetworks’ executive
officers, including the determination of salaritee establishment of bonus programs and the g@nfistock options. In establishing
executive compensation, the Compensation Comnigitgeided by the following principles:

* the total compensation for executive officers stidag sufficiently competitive with the compensatmad 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 performaree
* pay incentives should be aligned with the |-term interests of RealNetwor shareholders

RealNetworks’ executive compensation progimaesigned 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 thatugixe officers can best increase
shareholder value by conceiving, developing andtipagng the best products in RealNetworks’ chos®arkets.

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 RealNetworkss¢al performance versus objectives for the pasalfigear and potential performance targets
for the current year. When salaries, variable camspton and stock option awards are establisheex@cutive officers, the following criteria
are considered:

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

* with respect to executive officers whose primagpensibilities are in the area of sales, RealNétsidmancial
performance during the past year and recent gsaded

* the salaries of executive officers in similar piogis of companies of comparable size in the sarogrgehic
region and other companies within the computemsaof industry

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

In the fiscal year ended December 31, 2082 r¢lationship between executive compensatiorRaalNetworks’ financial performance
was primarily established through long-term incesdiconsisting of stock options. In addition, exe®s whose primary responsibilities are
in the area of sales had a component of their castpensation tied to RealNetworks’ revenues.

The Human Resources department of RealNesaaltkains executive compensation data from salamegs that reflect a peer group of
other high technology companies, including highhtextogy companies of similar sizes that are locategtle same geographic region, and
considers this data in establishing employmentrsffe and compensation increases for executiveenffi
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Components of Compensati

The executive compensation program is dedigmereate a strong linkage between total rewandisperformance. This linkage is
achieved through the establishment and maintenafnteiltiple compensation elements including basergavariable cash compensation and
long term incentives (equity). These elements doressed 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 coenfjoetcomparable talent, the historical compengdgwgels of RealNetworks’ executives,
and the executive’s individual performance in theceding year. Base salaries are adjusted fromtbrtime to recognize various levels of
responsibility, individual performance, market citizchs and internal equity issues. Each executifiear’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 comsytirm when appropriate, to provide additiondexant salary information.

As a whole, executive salaries were not iased in fiscal year 2002 except in situations wiareesponsibilities had changed or market
conditions warranted.

Variable Cash Compensatiom addition to base compensation, most executigesive some kind of sign-on or relocation bonus
determined at the commencement of their employméhtRealNetworks. These bonuses generally areipaide or two installments over
the course of the executive’s first year of emplentrand are not performance- or objective-based.

In 2002, RealNetworks initiated a formal Extaee Management By Objective (“MBO”) program willirect financial incentives in the
form of annual cash bonuses to promote the achiemnenf corporate and individual performance goBigs 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. The target MBO portion for mostaives is approximately 30% of his or her annwedebsalary, with a few exceptions, i
notably Mr. Jacobson’s, whose target MBO paymenaghis base salary. These payments may be ohimvad dependent on meeting
identified goals and objectives. Notwithstandindisidual executives’ performance, the Compensaiommittee may in its discretion
decline to distribute MBO payments if it determirieat other factors do not warrant the paymentooiuses.

Another component of the executive varialalghccompensation program is an executive bonusagepand apart from the MBO progre
This bonus is designed to recognize exceptionatigikes performance not necessarily recognized fotimer compensation sources.

The final component of the variable cash cengation program relates to executives whose pyianaa of responsibility is sales. The
compensation of these executives generally aldades a commission component in lieu of an MBO congmt that is based primarily on
RealNetworks’ revenues or a specific portion oferaves and performance-based management busineesves.

Long-Term Incentivesn keeping with RealNetworks’ philosophy of prowvidia total compensation package that includeskt-ri
components of pay, long-term incentives consistihgtock option grants comprise a component obatutive’s total compensation
package. These incentives are based on stratdlgar 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 compgmsagractices at similar
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companies in RealNetworks’ industry are considénegl/aluating total compensation. The size of simgfon grants is generally intended to
reflect an executive’s position with RealNetworksldis or her contributions to RealNetworks, and assult, the number of shares
underlying stock option awards varies. Options gahehave a five-year vesting period to encourkgg employees to continue in
RealNetworksemploy. In 2002, options to purchase a total of,@80 shares were granted to new executive off@edsoptions to purchase
total of 650,000 shares were granted to existiregetive officers as a group.

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

Other Executive Compensation

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 Officer

The compensation for RealNetworks’ Chief BExae Officer has remained at the same level sikuél 1999. The Compensation
Committee recognizes that Mr. Glaser is the fourddtealNetworks and is also one of its largestedmalders. Because of his large share
ownership, to date Mr. Glaser’s annual salary remaignificantly under market and he has not resgkany additional stock option grants.

Policy With Respect to the $1 Million Deduntlamit

Section 162(m) of the Internal Revenue CddE986, as amended, generally limits the federgha@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 excepgion

The Compensation Committee intends to qualfgcutive compensation for deductibility undertfec162(m) to the extent consistent
with the best interests of RealNetworks. Since ofe objectives may not always be consistent thighrequirements for full deductibility, it
is conceivable that RealNetworks may enter intopemsation arrangements in the future under whigimpats are not deductible under
Section 162(m); deductibility will not be the sdéetor used by the Compensation Committee in agioémty appropriate levels 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 shaldehs’ benefit.

The Compensation Committ
of the Board of Director

Edward Bleier
James W. Breye
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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, 1997 and ended

on December 31, 2002.

Comparison of 5 Year Cumulative Total Return AmongRealNetworks, Inc. Common Stock, the
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December 31, December 31, December 31, December 31, December 31, December 31,

1997 1998 1999 2000 2001 2002
RealNetworks, Inc $10C $25¢ $1,73¢ $25C $171 $11C
Nasdaq Composite Ind¢ 10C 13¢ 25¢€ 15€ 123 85
Dow Jones Technology Index 10C 17C 313 197 141 87

The total return on the Common Stock and éadéix assumes the value of each investment wad &l @ecember 31, 1997, and that all
dividends were reinvested, although dividends hetebeen declared on the Common Stock. Returnndtion is historical and not
necessarily indicative of future performance.
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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 2001 and 2002, and fees billedtfeerservices rendered by KPMG LLP.

2001 2002
Audit Fees $242,94. $280,88:
Audit related fees(1 72,82t 97,98¢
Audit and audit related fet 315,76¢ 378,86¢
Tax fees(2 2,87¢ 93,65!
All other fees — —
Total fees $318,64« $472,52(

| | | |

(1) Audit related fees consisted principally oddeor consultations in connection with accounaing financial
reporting matters

(2) Tax fees consisted of fees for tax consultationtaradcompliance service
Annual Independence Discussions

The Audit Committee has determined that tloeerigion 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, 2002 and 2001, and the related coasadictatements of operations,
shareholders’ equity and comprehensive income)(lassl cash flows for each of the three yearseérnpériod ended December 31, 2002, and
the notes thereto.

Review with Management
The Audit Committee has reviewed and disadi&ealNetworks’ audited financial statements witnagement.
Review and Discussions with Independent Accountants

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 accounsantiependence from RealNetworks and its relatéitie=) and has discussed with KPMG L
its independence from RealNetworks.
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Conclusion

Based on the review and discussions reféaoadbove, the Audit Committee recommended to Raalbiks’ Board of Directors that
RealNetworks’ audited consolidated financial staata be included in RealNetworks’ Annual Reportonm 10-K for the fiscal year ended
December 31, 2002.

The Audit Committee of the Board of Direct

Edward Bleiet
Jeremy Jaec
Jonathan D. Klein’
Kalpana Raing

* Mr. Klein was appointed to the Audit Committeedwaiing its approval of the Audit Committee Rep

OTHER BUSINESS

The Board of Directors does not intend taprany other business before the meeting, andirsasfis known to the Board, no matters are
to be brought before the meeting except as spddifithe Notice of Annual Meeting of Shareholdétewever, as to any other business that
may properly come before the meeting, it is intehthet 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 “Performance Graph” and the Audit Committed&ter attached to this Proxy Statement as
Appendix A shall not be deemed tc“soliciting material” or to be “filed” with the Searities and Exchange Commission, nor shall such
information be incorporated by reference into amtufe filing under the Securities Act of 1933, aseaded, or the Securities Exchange Act of
1934, as amended, except to the extent that theo@uwyrspecifically incorporates it by reference istah 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

(s i

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

May 5, 2003
Seattle, Washington
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APPENDIX A
REALNETWORKS, INC.

CHARTER OF THE AUDIT COMMITTEE
OF THE BOARD OF DIRECTORS

Purpose:

The purpose of the Audit Committee of the Bloaf Directors of RealNetworks, Inc. (the “Compénshall be:

* to provide oversight and monitoring of Company ng@maent and the independent auditors and theirigesv

with respect to the Company’s accounting and firmeporting processes and audits of the finarstetements
of the Company

* to assist the Board in oversight and monitorin@g)athe integrity of the Company’s financial statemts, (ii) the
Company’s compliance with legal and regulatory mequents, (iii) the independent auditor’s qualifioas,
independence and performance, and (iv) the Con’s internal accounting and financial contre

* to prepare the report that the rules of the Seearénd Exchange Commission (the “SEC”) requirenbleided in
the Compan’s annual proxy statemel

* to provide the Company’s Board of Directors witk tlesults of its monitoring and recommendationsvddr
therefrom;

* to be responsible for the appointment and compemsaf the independent auditors to audit the Comgjgan
financial statements and oversee the activitiesaahependence of the auditors; ¢

* to provide to the Board of Directors such additianformation and materials as it may deem necgdsamake
the Board of Directors aware of significant finaalenatters that require the attention of the BadrDirectors.

The Audit Committee will undertake those sfieduties and responsibilities listed below andls other duties as the Board of Directors
may from time to time prescribe.

Membership:

The Audit Committee members will be appointgdand will serve at the discretion of, the Boafdirectors. The Audit Committee will
consist of at least three members of the Boardidibrs who meet the following criteria:

« Each member will be an independent director, asmeefin (i) accordance with the requirements of\lasdaq
National Market and (ii) the rules of the SEC, eashn effect from time to tim«

* At the time of their appointment, each member bdlable to read and understand fundamental finlancia
statements, in accordance with the Nasdaq NatiMasgktet Audit Committee requirements; &

* At least one member will have past employment @gpee in finance or accounting, requisite profasaio
certification in accounting, or other comparablpenxence or background, including a current or pasttion as
chief executive or financial officer or other senidficer with financial oversight responsibilitie

Responsibility and Authority:

The responsibilities of the Audit Committdeah include:

* Reviewing on a continuing basis the adequacy oCiimpany’s system of internal controls, includingeting
periodically with the Compar s management and the independent auditors to rekie
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adequacy of such controls and to review befdemase the disclosure regarding such system oiiateontrols
required under SEC rules to be contained in theg2myi's periodic filings and the attestations ororep by the
independent auditors relating to such disclos

* Providing oversight and monitoring of Company masmagnt and the independent auditors and their &iesvi
with respect to the Company’s accounting and fir@meporting processes and audits of the finarstetements
of the Company

* Pre-approving audit and na@udit services provided to the Company by the ieddpnt auditors (or subsequel
approving noraudit services in those circumstances where a qubateapproval is necessary and permissibl
this regard, the Audit Committee shall have the saithority to approve the retention and termimatibthe
independent auditors, all audit engagement feesaants and all non-audit engagements, as may beigsble,
with the independent auditol

* Reviewing and providing guidance with respect ®ehternal audit and the Company’s relationshij v#
independent auditors by (i) reviewing the indepena@eiditors’ proposed audit scope, approach and
independence; (ii) obtaining on a periodic badsraal written statement from the independent audit
regarding relationships and services with the Campehich may impact independence and presentirgg thi
statement to the Board of Directors, and to therxhere are relationships, monitoring and ingesitng them
and engaging in a dialogue with the independenit@nsdvith respect to any disclosed relationshipsesvices
that may impact the objectivity and independenciefauditors; (iii) reviewing the independent aoidi’ peer
review conducted every three years; (iv) discussaiitly the Company’s independent auditors the fimgnc
statements and audit findings, including any sigaift adjustments, management judgments and adogunt
estimates, significant new accounting policies disdgreements with management and any other matters
described in SAS No. 61, as may be modified or kupented; and (v) reviewing reports submitted ®ahdit
committee by the independent auditors in accordaritethe applicable SEC requiremer

* Directing the Company’s independent auditors taeng\before filing with the SEC the Company’s interi
financial statements including in Quarterly RepoamsForm 10-Q, using professional standards ancepiares
for conducting such review

» Conducting a post-audit review of the financiatet@ents and audit findings, including any significa
suggestions for improvements provided to manageimetite independent audito

» Reviewing before release the unaudited quartergyaimg results in the Compé’'s quarterly earnings relea:

» Overseeing compliance with the requirements ofSB€ for disclosure of auditor’s services and acalibmittee
members, member qualifications and activit

» Reviewing, approving and monitoring the Comg’s code of ethics for its senior financial office

* Reviewing management’s monitoring of compliancehwiite Company’s standards of business conduct &hd w
the Foreign Corrupt Practices A

* Reviewing, in conjunction with counsel, any legalttars that could have a significant impact onGboenpany’s
financial statement:

* Providing oversight and review at least annuallyhef Company’s risk management policies, includisag
investment policies

* Reviewing the Compar s compliance with employee benefit pla

» Reviewing the Compar's policies regarding information technology and agement information systen



« If necessary, instituting special investigationfhwull access to all books, records, facilitiesl gersonnel of the
Company;
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* As appropriate, obtaining advice and assistanae trotside legal, accounting or other advis

* Reviewing and approving in advance proposed reladety transactions as require

* Reviewing and discussing with management and thep@ndent auditors the annual audited financigstants
and quarterly unaudited financial statements, thiolyithe Company’s disclosure under “Management’s
Discussion and Analysis of Financial Condition &wesults of Operations,” prior to filing the Compannual
Report on Form 1-K and Quarterly Reports on Form-Q, respectively, with the SE(

* Providing a report in the Compe’s proxy statement in accordance with the rulesragdlations of the SE(

* Establishing procedures for receiving, retaining tieating complaints received by the Company iggr
accounting, internal accounting controls or auditimatters and procedures for the confidential, gnmaus
submission by employees of concerns regarding quiedtle accounting or auditing matte

» Reviewing the Audit Committ¢ s own charter, structure, processes and membeaedujrements; an

 Performing such other duties as may be requestdidedgoard of Directors

Meetings:

The Audit Committee will meet at least queyteThe Audit Committee may establish its own stile, which it will provide to the Board
of Directors in advance.

The Audit Committee will meet separately witle Chief Executive Officer and separately wite @hief Financial Officer of the
Company at such times as are appropriate to retfieinancial affairs of the Company. The Audit Guitiee will meet separately with the
independent auditors of the Company, at such tesesdeems appropriate, but not less than qugrterfulfill the responsibilities of the
Audit Committee under this Charter.

Minutes:

The Audit Committee will maintain written mites of its meetings, which minutes will be filedwthe minutes of the meetings of the
Board of Directors.

Reports:

In addition to prepraing the report in thengp@ny’s proxy statement in accordance with thesrated regulations of the SEC, the Audit
Committee will summarize its examinations and reg@ndations to the Board from time to time as magj@opriate, consistent with the
Committee’s charter.

Compensation:

Members of the Audit Committee shall recesueh fees, if any, for their services as Audit Cattee members as may be determined by
the Board of Directors in its sole discretion. Steés may include retainers or per meeting feess Reay be paid in such form of
consideration as is determined by the Board ofddares.

Members of the Audit Committee may not reeeany compensation from the Company, includingfagg paid directly or indirectly for
services as a consultant or legal or financiakeffi except the fees that they receive for seradca member of the board of Directors or any
committee thereof.

Delegation of Authority:

The Audit Comittee may delegate to one orar@signated members of the Audit Committee thlecaitly to pre-approve audit and
permissible non-audit services provided such ppreéped decision is presented to the full Audit Catten at its scheduled meetings.
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A COPY OF REALNETWORKS’ ANNUAL REPORT ON FORM 10-K FOR THE 2002 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
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PROXY

PROXY FOR 2003 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 hereby appoints Robert Glaser abéiRKimball as Proxies, each with the power tpaapt his substitute, and hereby
authorizes them to represent and to vote, as dasidibelow, all the shares of common stock of Rewiddrks, Inc. held of record by the
undersigned at the close of business on March@& at the Annual Meeting of Shareholders to bd balJune 3, 2003, or any adjournment
or postponement thereof.

The undersigned hereby acknowledges receipt aEtimpany’s Proxy Statement in connection with theal Meeting and hereby revokes
any proxy or proxies previously given.

(Continued and to be marked, signed and dated on ¢hreverse side)

Address Change/Comments (Mark the corresponding bogn the reverse side)

- FOLD AND DETACH HERE -
You can now access your RealNetworks shareholdmuat online via Investor ServiceDirect (ISD).

Mellon Investor Services LLC, as agent for RealN®ksg, Inc., now makes it easy and convenient tageent information on your
shareholder account.

Visit us on the Web at http://www.melloninvestormand follow
the instructions shown on this page.

Step 1: First Time User— Establish a PIN Step 2: Log in for Account Acces Step 3: Account Status Scre¢
You must first establish a Personal Identificatdummber (PIN) online by following You are now ready to log in. To access You are now ready to access your account
the direction provided in the upper right portidrtlee web screen as follows. You your account please enter yo information. Click on the appropriate button to
will also need to have your Social Security Num{&8N) available to establish a view or initiate transactions.
PIN. * SSN
* PIN « Certificate History
Investor ServiceDirect is currently only availalbide domestic individual and joint « Then click on the Submit button « Book-Entry Information
accounts. « Issue Certificate
If you have more than one account, yc * Payment History
* Enter SSN will now be asked to select the approprii * Address Change
« Enter PIN account and continue. « Duplicate 1099

* Then click on the Establish PIN button

Please be sure to remember your PIN, or maintairnita secure place for future
reference.

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

for Address

Change or D
Comments

PLEASE SEE REVERSE
SIDE

2. In their discretion the Proxies are authorizeddte upon such
WITHHELD other business as may property come before themge
FOR  AUTHORITY
e b nominces Pae PLEASE MARK, SIGN, DATE AND RETURN THE PROXY
CARD PROMPTLY USING THE ENCLOSED ENVELOPI

1.ELECTION OF DIRECTORS:
D D THIS PROXY WHEN PROPERLY EXECUTED WILL BE
VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED SHAREHOLDER. IF NO DIRECTION IS
Class 2 Director Nominee: 01 Jonathan D. Klein MADE, THIS PROXY WILL BE VOTED FOR PROPOSAL
Class 3 Director Nominees: 02 Robert Glaser 1, OR AS THE PROXIES DEEM ADVISABLE ON SUCH
03 Jeremy Jaec OTHER MATTERS AS MAY PROPERLY COME
BEFORE THE MEETING, INCLUDING, AMONG OTHER
WITHHOLD AUTHORITY to vote for the following nominee(s): THINGS, CONSIDERATION OF ANY MOTION MADE

FOR ADJOURNMENT OF THE MEETING.

(write name of any nominee for whom you wish tohhitld
authority to vote’

Signature Signature (if h@éhtly) Date: , 2003

Please sign exactly as name appears above. Whenrglsaare held by joint tenants, both should sign. Wién signing as attorney,
executor, administrator, trustee or guardian, pleae give full title as such. If a corporation, pleassign in full corporate name by
President or other authorized officer. If a partnership, please sign in partnership name by authorizegerson.

- FOLD AND DETACH HERE -
Vote by Mailing this Proxy Card in Advance of the Meeting
OR

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

Internet and telephone voting are available throughL1:00 PM
Eastern Time the business day prior to annual meetg day.

Your Internet or telephone vote authorizes the name proxies to vote your
shares in the same manner as if you marked, signeshd returned your proxy card.

Internet Telephone Mail
Go to: 1-80C-43E-6710
http://www.eproxy.com/rnwk
Use the Internet to vote your proxy. Have Use any touch-tone telephone to vote your Mark, sign and date your
your proxy card in hand when you acc proxy. Have your proxy card in hand when proxy card and return it in
the web site. You will be prompted to OR you call. You will be prompted to enter yc OR the enclosed postage-paid
enter your control number from this proxy control number, located below, and then envelope.

card, located below, to create and submit follow the directions given.
an electronic ballo

If you vote your proxy by Internet or by telephone,



you do NOT need to mail back your proxy card.

You can view the Annual Report and Proxy Statementn the internet at:
http://www.realnetworks.com/company/investor/annual reports.html

End of Filing
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