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

May 2, 200.

Dear Shareholder:

You are cordially invited to attend the 208ual Meeting of Shareholders (the “Annual Meet)rtg be held at 2:00 p.m. on Thursday,
June 6, 2002 at the Edgewater Hotel, Pier 67, 2dddkan Way, Seattle, Washington.

At the Annual Meeting, the shareholders Wélasked to (i) elect two directors to RealNetwoBaard of Directors, and (ii) approve the
RealNetworks, Inc. 2002 Director Stock Option Plahe accompanying Notice of Annual Meeting and Pr8iatement 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 votedéoraance 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 Glase
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 6, 2002

To The Shareholders of RealNetworks, Inc.:

NOTICE IS HEREBY GIVEN that the Annual Mediiof Shareholders of RealNetworks, Inc., a Waslkimgiorporation, will be held on
Thursday, June 6, 2002, at 2:00 p.m., local timéheEdgewater Hotel, Pier 67, 2411 Alaskan Wagttte, Washington for the following
purposes as more fully described in the accompgr®ioxy Statement:

1. To elect one Class 1 director to serve until thed2Bnnual Meeting of Shareholders and one Clagse2tdr to
serve until the 2005 Annual Meeting of Shareholdersintil such director’s earlier retirement, ggwtion or
removal, or the election of their success

2.To approve the RealNetworks, Inc. 2002 DirectorcktOption Plan; an

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

Only holders of record of RealNetworks’ Commftock at the close of business on April 8, 20@2emtitled to notice of, and to vote at,
this meeting or any adjournment or postponememetieA list of shareholders as of that date wdldvailable at the meeting and for ten ¢
prior to the meeting at the principal executivaae$ of RealNetworks located at 2601 Elliott AvenBeite 1000, Seattle, Washington 98121.

BY ORDER OF THE BOARD OF DIRECTOR

AWt frh

KELLY JO MACARTHUR
Senior Vice President, Legal and Business Aff
General Counsel and Corporate Secret

Seattle, Washington
May 2, 2002

YOUR VOTE IS IMPORTANT!

All shareholders are cordially invited to attend 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 6, 2002

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 Thursday, June 6, 2002 aEtgewater Hotel, Pier 67, 2411 Alaskan Way, SeafMashington, and at any adjournment
or postponement thereof, for the purposes set fathin and in the accompanying Notice of AnnuakMey of Shareholders. This Proxy
Statement, a proxy card and RealNetworks’ AnnugldRe(the “Annual Report”), which includes finanksatements for its fiscal year ended
December 31, 2001, are being sent to all shareteotdfeecord as of the close of business on Aprd2, and are being mailed to the
shareholders of RealNetworks on or about May 222@00though the Annual Report and this Proxy Staetrare being mailed together, the
Annual Report is not part of this Proxy Statement.

Quorum and Voting Rights

At the close of business on April 8, 2002&rthwere 158,975,127 shares of RealNetworks’ constamk, par value $.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 presentieeannual Meeting of at least a majority of subhrges, either in person or by proxy, shall
constitute a quorum for the transaction of businBssker non-votes and shares held by personsialmgavill be counted in determining
whether a quorum is present. Broker non-votes oatwen 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 beoiefi 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 eitlgethe Internet at http://www.eproxy.com/ RNWK or telephone by calling-800-435-
6710. We encourage you to vote your shares in advahthe Annual Meeting date even if you plan tteraling the Annual Meeting. You
may change or revoke your proxy at the Annual Meeéven if 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.

When your proxy card or voting instructiomrfois returned properly signed, the shares reptedemill be voted according to your
directions. You can specify how you want your skareted on each proposal by
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marking the appropriate boxes on the proxy cangbting instruction form. The proposals are idertifby number and a general description
on the proxy card or voting instruction form. Pleasview the voting instructions on the proxy cand read the text of the proposals and the
recommendations of the Board of Directors in thizxy 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 ilathis Proxy Statement, the Board of
Directors recommends a vadEOR the two individuals nominated to serve as directardFOR the adoption of the RealNetworks 2002
Director Stock Option Plan.

It is not expected that any matters othen thase referred to in this Proxy Statement wilbbeught before the Annual Meeting. Howe?
if any other matters are properly presented fapagcthe proxies named on the proxy card will bhatized by your proxy to vote on those
other matters in their 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 atrieeting: (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 2002 Director Stock Option Plan wéldpproved if the number of votes cast in favahefproposal exceeds the number of
votes cast against the proposal.

Shareholders may abstain from voting on thinees for director and the proposal to approeeRbalNetworks, Inc. 2002 Director St
Option Plan. Abstention from voting on either oé¢le matters will have no effect, since approvaaath matter 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 and on the proposal freye the RealNetworks 2002 Director
Stock Option Plan. The failure of a brokerage fanother intermediary to vote its customers’ shameshe proposal for the election of
directors and the proposal to approve the RealNd&sv@002 Director Stock Option Plan will have néeef on these proposals since the
approval of such proposals is based solely on tineber 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 thecgtary of RealNetworks at its principal executiices prior
to the commencement of shareholder voting at theuAhMeeting

* by executing a proxy with a later date and delivgiit to the Secretary of RealNetworks at its ppatexecutive
offices prior to the commencement of shareholdéngaat the Annual Meeting; ¢

* by personally attending and voting at the meetf
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.
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Shareholder Proposals for 2003 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’ 2003 Aairdeeting of Shareholders must deliver a copyhefgroposal to the Secretary of
RealNetworks, at the principal executive officedk@flNetworks, no later than January 2, 2003. Teligéble to submit a proposal, a
shareholder must have continually been a recolepeficial owner of shares of Common Stock havingaaket value of at least $2,000 (or
representing at least 1% of the shares entitlewt® on the proposal), for a period of at least year prior to submitting the proposal, and the
shareholder must continue to hold the shares thrthug date on which the meeting is held.

A shareholder of record who intends to sutaptoposal at the 2003 Annual Meeting that isaligible for inclusion in RealNetworks’
Proxy Statement must provide written notice to Realorks, addressed to the Secretary (or to theihatimg Committee of the Board of
Directors, Attn: Mr. Bleier, Chairman, if the progad relates to the nomination of one or more dinejtat the principal executive offices of
RealNetworks, not later than January 2, 2003. Tdiee must satisfy certain requirements specifieBéalNetworks’ Bylaws. A copy of the
Bylaws will be sent to any shareholder upon writtequest to the Secretary of RealNetworks.

PROPOSAL 1 — ELECTION OF DIRECTORS

At the Annual Meeting, one Class 1 directod ane Class 2 director are to be elected to sertiethe 2004 Annual Meeting of
Shareholders in the case of the Class 1 directittan2005 Annual Meeting of Shareholders in tteeaa the Class 2 director, or until their
earlier retirement, resignation, removal, or threxgbn of their successors. The Class 1 directarinee is Kalpana Raina who was appointed
as a Class 1 director of RealNetworks on DecemBg@01. As a result of Ms. Raina’s recent appoéamtinshe is subject to election at the
Annual Meeting. The Class 2 director nominee isela¥. Breyer. Both of the nominees currently saiveirectors of RealNetworks and
have been nominated by the Nominating Committeb@Board of Directors and recommended by the Bo&mirectors for election or re-
election, as the case may be, at the Annual Me€Ting accompanying proxy will be vot€®R the election of Mr. Breyer and Ms. Raina to
the Board of Directors, except where authoritydwaete is withheld. The nominees have consentsertee as directors of RealNetworks if
elected. If at the time of the Annual Meeting, amireee is unable or declines to serve as a direttterdiscretionary authority provided in the
enclosed proxy will be exercised to vote for a $itlte candidate designated by the Nominating Catemiof the Board of Directors. The
Board of Directors has no reason to believe thtaeef the nominees will be unable or will declioeserve as a director.

Nominee for Class 1 Director

Kalpana Rainahas been a director of RealNetworks since Dece2®@t. Since December 1998, Ms. Raina has beemgesgian
Executive Vice President and Division Head of thedid & Telecommunications Division at The Bank aviNYork, a leading lender to the
publishing, cable television, broadcasting, telesmmications, multimedia and entertainment industi®ior to her appointment as Execu
Vice President, Ms. Raina served as Senior Vicsiteat from August 1995 to December 1998, as ViesiBlent from August 1992 to
August 1995, as Assistant Vice President from Ndwem1989 to August 1992 and as Assistant Treasumer November 1988 to November
1989. Prior to joining The Bank of New York, Ms.iRawas employed in the Media Division of Manufaets Hanover Trust Company.
Ms. Raina serves on the Board of the Center for @onications and ADITI: Foundation for the Arts i®WM York City. Ms. Raina holds a
B.A. Honors degree from Panjab University, Indiad am M.A. degree in English Literature from McMastiversity. Age 46.

Nominee for Class 2 Director

James Breyehas been a Director of RealNetworks since OctoB861Mr. Breyer has served as a Managing PartnAccél Partners
L.P. in Palo Alto/ San Francisco since November5188d as a general partner from 1990 to 1995. AelRartners L.P., Mr. Breyer has
sponsored investments in over a dozen
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companies that have completed public offeringsuocessful mergers. Previously, Mr. Breyer was aagament consultant at McKinsey &
Company, Inc. and worked in product managementaautteting at Apple Computer, Inc. and Hewlett-PadKaorporation. Mr. Breyer
holds a B.S. from Stanford University and an M.Bfrtdm Harvard University, where he was named a B&8idolar. Age 40.

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 fiveatwes until the Annual Meeting, at which
time the size of the Board shall automatically éduced to four. Five Directors currently servelwm Board. Robert Glaser is a Class 3
director, whose term expires at the annual shadeheimeeting in 2003. Edward Bleier is a Clasgdctlr, whose term expires at the annual
shareholders meeting in 2004. Kalpana Raina isaaCl director who is subject to election at thauah Meeting due to her recent
appointment to the Board of Directors on Decemlifie2D01. If elected as a Class 1 director at theudhMeeting, Ms. Raina’s term will
expire at the 2004 Annual Meeting of ShareholdBrace Jacobsen and James Breyer are Class 2 d&astwose terms expire at the Annual
Meeting. Mr. Jacobsen is not standing for re-etectt the Annual Meeting, and when his term expitedlbe Annual Meeting and the size of
the Board of Directors is reduced to four, the €Rglirectorship held by Mr. Jacobsen will be etiated. Commencing with the Annual
Meeting, the newly elected Class 2 director stale for a term ending at the third annual shadgrsimeeting following election of such
director and the newly elected Class 1 directoll seave for a term ending at the second annuakstwdders meeting following the electior
such director. Proxies may not be voted for a greatimber of persons than the number of nomineeeda

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 candidpbe(sriting to the Secretary of RealNetworks redgd than 120 days before the first
anniversary of the date that RealNetworks’ proateshent was released to shareholders in connesiibrihe previous year’s annual
meeting, or, if the date of the annual meeting lsittvthe shareholder proposes to make such nommegtimore 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 upgitten request to the Secretary of RealNetworks.

Continuing Directors — Not Standing for Election This Year
The following individual is a Class 1 directo

Edward Bleierhas been a director of RealNetworks since Aprilal98 January 2001, Mr. Bleier became a part-tichésor to the
Chairman and Chief Executive Officer of Warner Bios., a leading producer and distributor of meyiglevision programming and
animation, after having served since 1987 as Reasiof Domestic Pay-TV, Cable & Network Features. Bleier chairs the Steering
Committee of the Aspen Institute’s bi-annual Cominations Conferences for leaders of the televisiiim,and cable industries. Mr. Bleier
also chairs the Center for Communication and was Peesident of the International Radio & Teleuisfociety. Mr. Bleier is a trustee of the
Dana Foundation and a member of the Council onifofeelations. Mr. Bleier holds a Bachelor of Scemegree from Syracuse University
and served in the U.S. Army, specializing in publibrmation. Age 72.
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The following individual is a Class 3 directo

Robert Glasehas served as Chairman of the Board and Chief ExecDfficer of RealNetworks since its inceptionfiabruary 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 40.

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 holdscggdeneetings when an important matter requiresr@aation between regularly scheduled
meetings. The Board of Directors met six times myifiRealNetworks’ fiscal year ended December 31124/ 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 Strategioshetions Committee and a
Nominating Committee

The Audit Committee, currently composed ofdsls. Bleier and Breyer and Ms. Raina, reviews Ratalorks’ internal accounting
procedures and consults with and reviews the ses\pcovided by its independent auditors. Prior poil®, 2002, the Audit Committee was
composed of Messrs. Bleier, Breyer and Jacobserh &aVessrs. Bleier and Breyer and Ms. Raina am@ependent” as defined in the rules
of the National Association of Securities Dealéms, The Audit Committee met five times during fiszal year ended December 31, 2001.
The Audit Committee has adopted a written chageopy of which is attached as Appendix A to thenpany’s Proxy Statement on
Schedule 14A filed with the Securities and Excha@genmission on April 20, 2001.

The Compensation Committee, currently compageMessrs. Bleier and Breyer, reviews and recontdaédo the Board the compensation
and benefits to be provided to the officers of Redlvorks and reviews general policy matters re¢pt;nemployee compensation and ben
The Compensation Committee met five times durirggfigcal year ended December 31, 2001 and too&rabti unanimous written consent
on nine other occasions.

The approval of the Strategic Transactionsy@iditee, which is currently composed of Messrs s&laBreyer and Jacobsen, is required
before the Board of Directors may:

» adopt a plan of merge

e authorize the sale, lease, exchange or mortga@f a@fssets representing more than 50% of the bahlevof
RealNetworks’ assets prior to the transaction Qra/ 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 foregialauses

The Strategic Transactions Committee mettiome during the fiscal year ended December 31, 2001

The Nominating Committee, currently compos€éessrs. Bleier and Breyer, searches for andmetends to the Board potential
nominees for Board positions and makes recommendato the Board regarding size and compositich@Board. The Nominating
Committee will consider shareholder recommendatfonsominees to fill Board positions if such reaoendations are received, in writing,
by the
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Chairman of the Nominating Committee no later thaf days prior to the first anniversary of the dhtet RealNetworks’ proxy statement
was released to shareholders in connection witlprtbeious year’s annual meeting. Any such recomratoil must satisfy certain
requirements with respect to notices specifiedéalRetworks’ Bylaws, a copy of which will be seatany shareholder upon written request
to Secretary of RealNetworks. The Nominating Cortemiimet three times during the fiscal year endezkBer 31, 2001.

Compensation of Directors

Directors of RealNetworks do not receive cesmpensation 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.

If the shareholders of RealNetworks apprdxeRealNetworks 2002 Director Stock Option Plae (2002 Director Plan”) at the Annual
Meeting (as described in the section of this Prétgtement entitled “Proposal 2 — Approval of 200&Etor Stock Option Plan”), the
directors who are not employees of RealNetworks {Mon-Employee Directors”) will receive stock ot under the 2002 Director Plan.
The 2002 Director Plan provides for an automatangof an option to purchase 30,000 shares of tmpany’s Common Stock to each Non-
Employee Director three business days followingdat of the 2002 Annual Meeting, provided thabhshe has served as a Non-Employee
Director for the preceding twelve months. Eachvidlial who first becomes a Non-Employee Directderathat date will automatically be
granted options to purchase 65,000 shares of thgp@oy’s Common Stock on the date that he or sfiesisappointed or elected as a Non-
Employee Director. Each Non-Employee Director &ifio automatically be granted an option to purci3@@00 shares of RealNetworks
Common Stock on the third business day followirngdate of each subsequent annual meeting of sHdeetd he or she is a Non-Employee
Director on that date.

Each option granted under the 2002 Directan Will have a maximum term of ten years and agr@ge 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 appointe@lected 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 anmmes the applicable grant date and the
remaining 10,000 shares will become exercisabléerthird anniversary of the applicable grant diitdne recipient continues to serve as a
director on such dates. With respect to the optiormirchase 30,000 shares granted to a Non-EmpBirector three business days
following the 2002 Annual Meeting and each subsataanual meeting of shareholders, 100% of theeshsuibject 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.

Non-Employee Directors are also eligibledrcretionary awards under the Company’s 1996 Styfion Plan, as amended and restated.
As of the date of this Proxy Statement, optiongtierpurchase of an aggregate of 605,000 shat@srmafmon Stock have been granted to
currently serving Non-Employee Directors under1B86 Stock Option Plan, as amended and restate@adfiber 12, 2001, Messrs. Bleier,
Breyer and Jacobsen were each granted an optjmurébase 100,000 shares of Common Stock at anissgméce of $5.94 per share. The
options will become exercisable in three equal ahmcrements beginning on the first anniversarthefr grant date. On December 20, 2001,
Ms. Raina was granted options to purchase 65,08@slof Common Stock at an exercise price of $getkhare, of which 45,000 shares
become exercisable on the first anniversary ofjth@t date, 10,000 shares will become exercisabté@ second anniversary of the grant
and the remaining 10,000 shares will become exatgson the third anniversary of the grant dat®sf Raina continues to serve as a dire
on such dates. The options granted to Messrs.BRieyer and Jacobsen and Ms. Raina have a maxieumof 20 years, and if an
optionee’s service on the Board of Directors isieated due to his or her death, his or her outlstgnoptions will immediately vest in full.
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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. Glasathe Board of Directors of RealNetworks in eaadtgbn in which he is a nominee. The
obligations under the Voting Agreement terminatthwéspect to shares transferred by the partidseetagreement when such shares are
transferred. The Voting Agreement terminates ordeeth 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.

VOTING SECURITIES AND PRINCIPAL HOLDERS
Ownership Information

The following table sets forth, as of March 2002, information regarding beneficial ownerstiighe Common Stock by (a) each person
known to RealNetworks to be the beneficial ownemaofre than five percent of the outstanding Commioigks (b) each director, (c) the Chief
Executive Officer and RealNetworks’ four most highbmpensated executive officers other than thefhiecutive Officer for the fiscal
year ended December 31, 2001, and Richard CohePRlaihtMurphy, who would have been among the fousnimighly compensate
executive officers but were not serving as exeeutificers of RealNetworks on December 31, 2004, (@) all of RealNetworks’ executive
officers and directors as a group. The individueferred to in (c) above are referred to throughbist Proxy Statement as the Named
Executive Officers. Unless otherwise noted, the ediimeneficial owner has sole voting and investrpemter.

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

Robert Glaser(2 53,516,78 33. 7%

c/o RealNetworks, Inc.

2601 Elliott Avenue

Suite 1000

Seattle, WA 9812
Bruce Jacobsen(: 1,722,42. 11
James W. Breyer(« 480,56° *
Edward Bleier(5, 130,00( *
Kalpana Rain:i 0 *
Lawrence Jacobsc 3,02( *
Kelly Jo MacArthur(6) 684,88( *
Martin Plaehn(7 162,00( *
Carla Stratfolc 1,98( *
Richard Cohel 0 *
Phil Murphy 0 *
All directors and executive officers as a group [f£Bsons)(8 60,808,66 37.%

* Less than 1%

(1) Beneficial ownership is determined in accortawith rules of the Securities and Exchange Comions(the
“SEC”) and includes shares over which the bendfamner has or shares voting or investment powlearé&s of
Common Stock subject to options currently exerdesab exercisable within 60 days of March 31, 2662
deemed outstanding for the purpose of computingpéineentage ownership of the person holding thigtbut
are not deemed outstanding for the purpose of cangpthe percentage ownership of any other perfSgoept as
indicated, and subject to community property laviere
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applicable, RealNetworks believes, based on inftiongrovided by such persons, that the personsedamthe
table above have sole voting and investment povitrnespect to all shares of Common Stock shown as
beneficially owned by then

(2) Includes 2,107,545 shares of Common Stock dviayethe Glaser Family Foundation. Mr. Glaser @isob
beneficial ownership of these shat

(3) Includes 1,688,824 shares of Common Stoclaldsuwipon exercise of options exercisable withi&gs of
March 31, 2002

(4) Includes 60,000 shares of Common Stock issuabn exercise of options exercisable within 6@sdH
March 31, 2002. Also includes 1,946 shares of Com@tock owned by Accel Partners & Co., Inc., a ooapion
of which Mr. Breyer is an officer. Mr. Breyer diagins beneficial ownership of these shares excebietextent
of his pecuniary interest there

(5) Includes 120,000 shares of Common Stock ideugion exercise of options exercisable within &9sdof
March 31, 2002

(6) Includes 644,000 shares of Common Stock ideugion exercise of options exercisable within &9sdof
March 31, 2002

(7) Includes 162,000 shares of Common Stock idsuginn exercise of options exercisable within &@sdof
March 31, 2002

(8) Includes an aggregate of 3,978,824 share®ofrion Stock issuable upon exercise of options eaite within
60 days of March 31, 200

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities and Exchakgeof 1934, as amended (the “Exchange Act”), rezpiRealNetworks’ 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 shatetshre required by SEC regulation to
furnish RealNetworks with copies of all such repdhtey file. Specific due dates have been estadisly the SEC, and RealNetworks is
required to disclose in this Proxy Statement ailyriato file by those dates.

Based solely on its review of the copiesumftsreports received by RealNetworks, and on writepresentations by the executive officers
and directors of RealNetworks regarding their caamge with the applicable reporting requirementdaurSection 16(a) of the Exchange Act,
RealNetworks believes that, with respect to itsdiyear ended December 31, 2001, 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 quttyecomposed of Messrs. Bleier and Breyer. No atiee officer of RealNetworks
serves as a member of the board of directors opeasation committee of any entity that has oneanenaxecutive 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 Committeeamydmember 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 (“Mzidet”), is a joint venture among RealNetworks amgrfmedia companies to create a
platform for online music subscription services.ditiNet, which previously was a subsidiary of Realideks, issued additional shares of
capital stock in April and July 2001, thereby reidgcRealNetworks’ ownership interest in that entdyapproximately 36.8%. Robert Glaser,
the Chairman and Chief Executive Officer of Reailwks, is the Chairman and a member of the Boaiiiefctors of MusicNet and also
served as the temporary acting Chief Executivec®ffof MusicNet from
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April 2001 until October 2001. Mr. Glaser receivescash or equity remuneration for his serviceSlarman and Director of MusicNet, nor
did he receive any such remuneration for his sesvits the acting Chief Executive Officer. In 20R&alNetworks received $4.2 million in
cash from MusicNet pursuant to the terms of a Beesigreement with MusicNet. RealNetworks also pledicertain administrative services
on a transitional basis to MusicNet for which Mgt reimbursed RealNetworks approximately $2.liamlin 2001.

During RealNetworks’ 2001 fiscal year, RedlMarks paid NonStop Entertainment Software, IndVashington corporation (“NonStap”
approximately $64,464 representing royalties aed fer product development services pursuant toftav8re Development and Distribution
Agreement between RealNetworks and NonStop (the€dment”). Pursuant to the Agreement, NonStop dgeel software for games
promoted, distributed and sold by RealNetworks. dim®unt paid by RealNetworks to NonStop in 200leexs five percent of the
consolidated gross revenues of NonStop for itsfisstl year. Glaser Investments, Inc., a Washimgarporation, of which Mr. Glaser is the
sole shareholder, beneficially owned in exces08b bf the equity interests of NonStop during th@Rfscal year.

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 “Pla&agh), outstanding option issued under the Plahdasbme 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 agreemeptessly 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, securitiegtlogr 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 comtbivoting
power of the outstanding capital stock of RealNeksmrdinarily (and apart from rights accruing ungpecial
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 transaciianseries 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 RealNetworke)liases any Common Stock (or securities converitilxe
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 plamspeed by
RealNetworks) becomes the direct or indirect berfowner of securities of RealNetworks represenfifty
percent (50%) or more of the combined voting poaféhe 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), timpleyment of Ms. MacArthur,
RealNetworks'Senior Vice President, Legal and Business Aff@sneral Counsel and Corporate Secretary is (ajriated by RealNetworl
or its successor in interest other than for Caasealéfined below), or (b) terminated by Ms. MacArtfor Good Reason (as defined below),
then 50% of the options for the purchase of anegage of 450,000 shares of RealNetworks Commork$feanted to Ms. MacArthur on
October 12, 2001 that are unvested as of the @aterhployment terminates shall become immediate$fed 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 her pre-Chang€aftrol work site, or a material reduction in resgbilities
or authority as in effect before the Change of @un

* “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.

Employment Contracts and Termination of EmploymentArrangements

While he was employed by RealNetworks betwdemember 2000 and August 2001, Richard Cohen, ddsnthe Senior Vice
President — Consumer of RealNetworks, was a parantagreement with RealNetworks related to hisleynpent pursuant to which he was
eligible to receive an annual bonus of up to $300 Based on the achievement of target goals censisith the RealNetworks business pl
of which $150,000 was guaranteed for each of tise tiivo full years of Mr. Cohen’s employment witke&Networks. In addition, if
RealNetworks terminated the employment of Mr. Colvéhout cause (defined as described below) pddhé end of his first six months of
employment, Mr. Cohen would be paid an amount etquhlis first year's annual base salary, in additim any guaranteed cash bonuses he
would have received over the next twelve monthRdélNetworks terminated the employment of Mr. Goiwéhout cause after his first six
months of employment but prior to the completiorisffirst 18 months of employment, Mr. Cohen worddeive the greater of (a) the
remaining salary plus any guaranteed bonuses duéi not yet received for the first 18 months isfédmployment, or (b) 50% of his then
annual base salary in addition to any guaranteadsss payable to Mr. Cohen over the next six mofitiealNetworks terminated the
employment of Mr. Cohen without cause during thet L8 months of employment, Mr. Cohen would reeecat RealNetworks’ election,
either (a) an acceleration of the vesting of tleelsbptions that would have vested upon the congpletf the first 18 months of employment,
or (b) a cash payment equal to the difference bertvilee fair market value of the number of optioarsh that would have vested at 18 mo
calculated as of the date of termination and tlexase price of the options. If the alternativecedd by RealNetworks resulted in value to
Mr. Cohen of less than $750,000, RealNetworks wotddte up any difference with a cash payment toGbhen.

While he was employed by RealNetworks betwhédyn 2000 and August 2001, Phil Murphy, formeHg Senior Vice President —
International of RealNetworks, was a party to areament with RealNetworks related to his employnpemsuant to which he was eligible to
receive an annual bonus of up to £100,000 bas¢keoachievement of target goals consistent wittRéalNetworks business plan, of which
£50,000 was guaranteed annually during Mr. Murpleyrgployment with RealNetworks. In addition, if Reatworks terminated the
employment of Mr. Murphy without cause (defineddascribed below) prior to the end of his first fydlar of employment, RealNetworks v
required to pay Mr. Murphy an amount equal to treater of 50% of, or the remainder of, his firsiye annual base salary. If RealNetworks
terminated the employment of Mr. Murphy without sawafter the completion of his first year of emph@nt, RealNetworks was required to
pay Mr. Murphy an amount equal to 50% of his anfazale salary.

For purposes of the arrangements involvingdvie Cohen and Murphy, the term “cause” has tfinitilen set forth in the RealNetworks
1996 Stock Option Plan, as amended and restated.
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Executive Officer Compensation

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

COMPENSATION AND BENEFITS

ended December 31, 2001, 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(#)(3) Compensation($)(4)
Robert Glase 2001 $200,00( $ 0 0 $ a0
Chairman of the Board ar 200C 200,00( 0 0 144
Chief Executive Office 199¢ 183,33¢ 0 0 96
Lawrence Jacobsc 2001 311,64¢ 350,00( 1,000,00:t 1,28t
President an 200( 0 0 0 0
Chief Operating Office 199¢ 0 0 0 0
Kelly Jo MacArthur 2001 175,00( 0 450,00( 90
Senior Vice Presiden 200C 158,11: 50,00( 200,00( 144
Legal and Business Affair 199¢ 153,42¢ 0 160,00( 141
General Counsel and Corporate Secre
Martin Plaehr 2001 175,00( 0 505,00( a0
Senior Vice Presiden 200( 170,83 0 30,00( 144
Media System 199¢ 45,48: 50,00( 300,00 19,05t
Carla Stratfolc 2001 177,92: 50,00( 175,00( 60
Senior Vice Presiden 200C 0 0 0 0
North American Sale 199¢ 0 0 0 0
Richard Cohel 2001 218,75! 0 0 1,137,56!
Senior Vice Presiden 200( 58,33: 125,00( 375,00( 24
Consumer(5 199¢ 0 0 0 0
Phil Murphy 2001 77,62¢ 36,15: 0 76,25
Senior Vice Presiden 200C 93,12¢ 108,63: 110,00( 12,56(
International(6’ 199¢ 0 0 0 0

(1) Amount shown for 2001 for Mr. Jacobson repnsbase salary paid after he commenced employwitmt
RealNetworks on February 12, 2001. Amount showrMsr Stratfold represents base salary paid in theusat of
$140,808 after she commenced employment with Reéaidtks on April 13, 2001, and sales commission fraid
the amount of $37,115. Amounts shown for 2000 fessMs. Murphy and Cohen represent base salarsifpei
they commenced employment with RealNetworks on 20ly2000 and November 1, 2000, respectively. Arhoun
shown for 1999 for Mr. Plaehn represents baseyspkid after he commenced employment with RealNets/o
on August 13, 199¢

(2) Amount shown for Mr. Jacobson for 2001 repms@centive compensation earned in 2001 in theusrtnof
$350,000 and paid in 2002. Amount shown for 200IMs. Stratfold represents a signing bonus paithén
amount of $50,000. Amount shown for 2001 for Mr.rghy represents guaranteed incentive compensadion p
in the amount of $36,153. Amounts shown for 20@@esent signing bonuses paid to Messrs. MurphyGataen
in the amount of $75,000 and $100,000, respectigrlgranteed incentive compensation earned by
Messrs. Murphy and Cohen in 2000 and paid in 2@ahe amount of $33,631 and $25,000, respectiasig,
incentive compensation earned by Ms. MacArthurd@dlin the amount of $50,000 and paid in 2000. The
guaranteed incentive compensation earned by Mddsrphy and Cohen in 2000 was paid to them in 208dn
the termination of their employment with RealNetigarAmount shown for 1999 represents a signing bqaud
to Mr. Plaehn
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(3) Stock options shown for 1999 and 2000 for Mr. Ptaahd 2000 for Mr. Murphy were cancelled in Febyuz001
and, in the case of Mr. Plaehn, regranted in Aug08t. pursuant to a voluntary stock option cantielieand
regrant program offered to RealNetworksnployees. The program allowed employees, if tlegh®se, to canc
a portion or all of their unexercised stock optieffective February 22, 2001 and be granted anlegumaber of
new options on August 31, 2001 with an exerciseepequal to the fair market value of RealNetwoksmmon
Stock on that date. Of the stock options showr2@ix1 for Mr. Plaehn, options for the purchase ohggregate «
330,000 shares of Common Stock were granted ilacepient of options cancelled by Mr. Plaehn pursteant
RealNetworks’ stock option exchange program. Mrrpty’s employment with RealNetworks terminated on
August 8, 2001, and therefore, Mr. Murphy was rigilde to receive new options on August 31, 2001 i
replacement of the options cancelled in the stqtlon exchange program. The stock option exchanggram is
described below under the head" Stock Option Exchange Progré’

(4) Amounts shown for 2001 represent reimburstxtation expenses for Mr. Jacobson in the amouft.¢f10,
severance payments in the amount of $1,137,50832d67 for Messrs. Cohen and Murphy, respectiely,
transportation allowance for Mr. Murphy in the ambaf $10,419, and life insurance premiums paid by
RealNetworks for the benefit of Messrs. Glaser daxbbson, Ms. MacArthur, Mr. Plaehn, Ms. Stratéd
Messrs. Murphy and Cohen in the amount of $90, $98, $90, $60, $37 and $60, respectively. Amoshesvn
for 2001 for Messrs. Cohen and Murphy exclude gutaed incentive compensation earned in 2000 arttipai
2001 upon the termination of their employment viriaINetworks, which amounts are reflected in trevab
table for fiscal year 2000. Amounts shown for 20€0resent a transportation allowance for Mr. Murphthe
amount of $12,500, and life insurance premiums pgi®ealNetworks for the benefit of Mr. Glaser,

Ms. MacArthur, and Messrs. Plaehn, Murphy and Cahéhe amount of $144, $144, $144, $60 and $24,
respectively. Amounts shown for 1999 representbeirsed relocation expenses for Mr. Plaehn in theusrinof
$19,007, and life insurance premiums paid by Re@mNiks for the benefit of Mr. Glaser, Ms. MacArthamd
Mr. Plaehn in the amount of $96, $141 and $48,aetbyely.

(5) Mr. Coher's employment with RealNetworks terminated on Audst2001
(6) Mr. Murphy’'s employment with RealNetworks terminated on Au@&001.

Option Grants.The following table shows information concerningcit options granted to the Named Executive Offickensng
RealNetworks’ fiscal year ended December 31, 2001.

Option Grants in 2001

Individual Grants

Number of Percent of Potential Realizable Value at Assumed

Securities Total Options Annual Rates of Stock Price Appreciation
Underlying Granted to for Option Term(4)
Options Employees in Exercise Price Expiration
Name Granted(#)(1) Fiscal Year(2) ($ per share)(3) Date 0% 5% 10%

Robert Glaser — — $ — — $ — — $ —
Lawrence Jacobsc 1,000,001 4.2% 8.312¢ 02/16/2: — 13,743,03 47,609,84.
Kelly Jo MacArthur 450,00( 1.6% 5.94 10/12/2: — 4,419,26! 15,309,60
Carla Stratfold 175,00( 0.8% 9.1¢ 04/13/2: — 2,658,911 9,211,25:
Martin Plaehn(5 330,00( 1.4% 7.22 08/31/2: — 3,939,14 13,646,34

175,00( 0.8% 5.94 10/12/2: 1,718,60: 5,953,73!
Phil Murphy — — — —
Richard Cohen — — — — — — —

(1) Options have a maximum term of 20 years measfrtom the date of grant, subject to earlier teation in the
event of the optionee’s cessation of service wigalRetworks. Each option will become exercisabte3fi of
the option shares upon the completion of 18 mootisgrvice measured from the optionee’s date &f, hir
promotion or performance evaluation, as applicalite remaining option shares vest at the rate @ a0the en
of each six-month period thereafter until fully texk With respect to options for the purchase 002,000 shares
granted to Mr. Jacobson, the option becomes exdaleigor
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(@)

3)

(4)

(5)

approximately 21.4% of the option shares upon tmepietion of 18 months of service measured frondaig of
hire, with the remaining options vesting at the rat approximately 7.1% at the end of each six im@etriod
thereafter until the option is fully vested. Wittspect to options for the purchase of 250,000 shgented to
Ms. MacArthur, the option is exercisable for appnately 44.4% of the option shares on the dat@éefoption
grant, with the remaining options vesting at the & approximately 10% at the end of each six imgetriod
thereafter until the option is fully veste

Based on an aggregate of 23,249,572 opticastign by RealNetworks during the fiscal year eridedember 31,
2001 to employees, including the Named Executiiec@t, of which 14,663,431 options were issued in
replacement of options previously granted and leaercelled pursuant to RealNetworks’ stock optchange
program. The stock option exchange program is destbelow under the heading “Stock Option Exchange
Progran™

All options were granted at fair market vabrethe date of grant, based on the closing pricéhi®® Common
Stock as reported on the Nasdaqg National Markehemlate of gran

The calculations of potential realizable vatwe based on 5% and 10% assumed annual ratespbooded
stock price appreciation over the term of the agstias mandated by the Securities and Exchange Gsmomianc
are based on the assumption that the exercisewaséhe fair market value of the shares on the ofagrant.
There is no assurance provided to any executiveenfér any other holder of RealNetworks’ secusitieat the
actual stock price appreciation over the term efdption will be at the assumed 5% and 10% anrates rof
compounded stock price appreciation or at any ateéned level. The potential realizable valuesclated are
after subtracting the exercise price, before taaled,assume that each option is exercised onshdaa of its
term and the stock purchased upon exercise isasalek price determined by the assumed appreciedies.

Of the stock options shown for 2001 for Mra&tin, 330,000 were cancelled in February 2001 egnéinted in
August 2001 pursuant a voluntary stock option chaoen and regrant program offered to RealNetwbrks
employees. The program allowed employees, if tlegh®se, to cancel a portion or all of their uneds&d stock
options effective February 22, 2001 and be graatedqual number of new options on August 31, 2001 an
exercise price equal to the fair market value cilRetwork’ Common Stock on that dai

Option ExercisesThe following table shows information concerningct options exercised by the Named Executive Offickiring

RealNetworks’ fiscal year ended December 31, 20@luding the aggregate value of any gains real@educh exercise. The table also
shows information regarding the number and valueneercised in-the-money options held by the NaBeztutive Officers at the end of
that fiscal year.

Aggregated Option Exercises in Fiscal Year 2001 arfiscal 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 Yeart($)(2)

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

Robert Glase — 3 — — — $ — $ —
Lawrence Jacobsc — — — 1,000,001 — —
Kelly Jo MacArthur 30,00( 204,04( 573,00( 579,00( 1,707,141 82,54(
Martin Plaehr — — 129,00( 376,00( — —
Carla Stratfolc — — — 175,00( — —
Richard Cohel — — — — — —
Phil Murphy — — — — — —
(1) Represents the aggregate fair market valub@nespective dates of exercise of the share®win®n Stock

(2)

received on exercise of the options, less the gadeeexercise price of the optio

These values represent the number of shabgscsuo in-the-money options multiplied by thefeience between
the closing price of RealNetwork€ommon Stock on December 31, 2001 ($5.94 per shack)he exercise prit
of the options
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Stock Option Exchange Program

In January 2001, RealNetworks’ Board of Dioes approved a voluntary stock option exchanggnar (the “Option Exchange
Program”).Under the Option Exchange Program, all employeét five exception of certain executive officersyggiven the opportunity 1
cancel one or more stock options previously grataetiem in exchange for one or more new stocloogtio be granted at least six months
and one day from the date the old options are diad¢erovided the individual was still employedpoviding services to RealNetworks on
such date. The participation deadline for the pogwas February 22, 2001. The number of sharesditbjthe new options was equal to the
number of shares subject to the old options, aeaeéKercise price of the new options was the faiketavalue of RealNetworks Common
Stock on the date they were granted. The new optiane the same vesting schedule as the old oiiwhs/ere immediately exercisable a
vested shares when granted. Executive officersatimaca total of 700,000 shares in the Option ErgleaProgram with option prices ranging
between $30.5625 and $52.9375. Each of these ¢tathagdtions was replaced with a new stock optioogust 31, 2001 having an exercise
price of $7.22 per share, with the exception ofdhons cancelled by Mr. Murphy which were notlaged due to the termination of
Mr. Murphy’s employment prior to the August 31, 20§rant date for the new options.

The following table sets forth certain infation with respect to the participation of the axe® officers of RealNetworks in the Option
Exchange Program during the fiscal year ended Dbeefil, 2001.:

Executive Officer Stock Option Exchanges

Termination
Date Securities Date of
Original Underlying Market Price Date Original
Stock Number of of Stock at Exercise Price Exchange New Option at
Options Options Time of at Time of Options Exercise Date of
Name Cancelled Exchanged Cancellation(1) Cancellati Granted Price(2) Cancellation
Phillip Barrett 02/22/0: 160,00( $7.87¢ $ 46.0( 08/31/0: $7.22 04/28/1¢
Len Jordar 02/22/0: 100,00( $7.87¢ $30.562! 08/31/0: $7.22 04/14/2(
Martin Plaehr 02/22/0: 300,00( $7.87¢ $ 37.62¢ 08/31/0: $7.22 08/13/1¢
02/22/0: 30,00( $7.87¢ $30.562! 08/31/0:  $7.2: 04/14/2(
Phil Murphy(3) 02/22/0: 110,00( $7.87¢ $52.937! — — 07/20/2(

(1) The market price of RealNetworks Common Staictime of cancellation was the closing price oaRktworks
Common Stock on the date of cancellation, Febr@an2001

(2) The new exercise price was determined by usingltieng price of RealNetworks Common Stock on taee dhe
new stock options were granted under the Optiorh&mxge Program, August 31, 20!

(3) Mr. Murphy’s employment with RealNetworks tenated on August 8, 2001, and therefore, Mr. Murpiag not
eligible to receive new options on August 31, 200deplacement of the options cancelled in the @pti
Exchange Progran

Report of the Compensation Committee of the Boardfdirectors
Compensation Philosophy

The Compensation Committee of the Board oé8o0rs consists of two non-employee directors, &dvBleier and James W. Breyer. The
Compensation Committee works with management tabéish 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 compensatpmaid by
other high-growth companies in the software indugir officers in comparable positions so that Reworks
can attract and retain qualified executiv
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« individual compensation should include componemas teflect the financial performance of RealNetgaand
the performance of the individu:

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

RealNetworks’ executive compensation progimoesigned 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 isershareholder value, and further believes thatutixe officers can best increase
shareholder value by conceiving, developing andtipaig the best products in RealNetworks’ chossarkets.

Each executive officer’s performance for plast 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, bonuses aui siption awards are established for executivieerf§, the following criteria are
considered:

* the individua’s performance during the past year and recentersaslative to budgeted targe

* with respect to executive officers whose primagpansibilities are in the area of sales, RealNdtsidmancial
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 compensaties from case to case based on a
discretionary and subjective determination of whappropriate at the time.

In the fiscal year ended December 31, 20t r¢lationship between executive compensatiorRaadNetworks’ 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 RealNesaalrkains executive compensation data from salamegs that reflect a peer group of
other high technology companies, including highhtedogy companies of similar sizes that are locate¢tle same geographic region, and
considers this data in establishing employmentrsffe and compensation increases for executiveesffi

Components of Compensation

The key elements of RealNetworks’ executiompensation program are base salary, short-ternugnincentive compensation and
long-term incentive compensation in the form otktoption awards. These elements are addresserhszlpa

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

Base SalarieBase salaries are determined for executive offibgneviewing the salaries for comparable positionsigh-growth
companies in RealNetworks’ industry and geograpégon, the historical compensation levels of Reailrks’ executives and the
executive’s individual performance in the precedyegr. Base salaries are adjusted from time to tinmecognize various levels of
responsibility, individual performance and intereglity issues. Each executive officer's base gasareviewed annually.
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RealNetworks’ Human Resources department obtaiesutive salary data by utilizing the services abasulting firm, which in turn utilizes
various national and regional executive compensaigoveys for evaluation.

In addition, executive officers whose primaggponsibilities are in the area of sales ardledtio receive commissions based primarily on
RealNetworks’ revenues or a specific portion oferaves and performance-based management businestives.

Overall, executive salaries were increasdibaal year 2001 at rates comparable to the isagarovided in other high-growth companies
in the software industry for executives in compérgiositions.

Short-Term Incentivesn 1999, RealNetworks began providing executivécefs with direct financial incentives in the foohannual
cash bonuses to promote the achievement of comparat individual performance goals.

The Compensation Committee will annually leksa the specific corporate and individual perfarmoe goals relating to each executive’s
bonus opportunity. For fiscal year 2001, perforngawas based on a variety of factors including apeggerformance relative to budgeted
targets within RealNetworks’ approved operatingh@ad the Chief Executive Officer’'s evaluation mdividual performance.

Above average performance from each of tleeetive officers of RealNetworks was required talelish the eligibility of such executiv
for bonus awards in fiscal year 2001. Notwithstagdndividual executives’ performance, the Comp&nssgCommittee may in its discretion
decline to distribute bonuses if it determines tther factors do not warrant the payment of boswusk. Jacobson is eligible to earn an
annual bonus of up to $350,000 based on his aahieweof target goals. In fiscal year 2001, Mr. leem achieved such target goals and was
awarded a bonus in the amount of $350,000.

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 obatetive’s total compensation
package. These incentives are designed to motivateeward executives for maximizing shareholdérerand encourage the long-term
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 compgmsaractices at similar companies in RealNetwoirkdustry are considered in evaluating
total compensation. The size of stock option grantgnerally intended to reflect an executive’sippon 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 coetin RealNetworksémploy. In 2001, options to purchase a total 073,600 shares we
granted to new executive officers and options teipase a total of 1,340,000 shares were grantexi$ting executive officers as a group. Of
the total options granted to existing executivéceffs, options for the purchase of an aggrega#®6f000 shares were granted to three exi
executive officers to replace stock options carttaldhe Company’s voluntary Option Exchange Progegproved by the Company’s Board
of Directors in January 2001.

Because all of the above grants were madptain prices equal to the fair market value of @mnmmon 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 enhancemesttarEholder value over the long-term and to engeueguity ownership in RealNetworks.

Stock Option Exchange Program

In January 2001, RealNetworks’ Board of Dioes approved the Option Exchange Program purgoamhich all employees (with the
exception of certain executive officers) were gitlea opportunity to cancel one or more stock ogtipreviously granted to them in exchange
for one or more new stock options to be grantddast six months and one day from the date theptidns are cancelled, provided the
individual was still employed or providing servidesRealNetworks on such date. The participaticadtiee for the
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program was February 22, 2001. The number of stsargject to the new options was equal to the nurabghares subject to the old options,
and the exercise price of the new options wasaharfarket value of RealNetworks Common Stock endate they were granted. The new
options have the same vesting schedule as theptilshs and were immediately exercisable as to desttares when granted. Four executive
officers cancelled an aggregate of 700,000 shard®i Option Exchange Program with option pricegireg between $30.5625 and $52.9:
Each of these cancelled options was replaced wittvastock option on August 31, 2001 having an@sermprice of $7.22 per share, with the
exception of the options cancelled by Mr. Murphyiethwere not replaced due to the termination of Murphy’s employment prior to the
August 31, 2001 grant date for the new options.

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 purchmae that permits employees to purchase RealNé&Basinck at a discount, a
transportation subsidy, medical and dental benefitd a cafeteria plan.

Compensation of the Chief Executive Officer

The compensation for RealNetworks’ Chief Exe® Officer is determined by the same policied ariteria as the compensation for the
other executive officers. The Compensation Commitezognizes that Mr. Glaser is the founder of Retlorks and is also one of its largest
shareholders. Because of his large share ownetshiate Mr. Glaser has not received any stocloogrants.

Policy With Respect to the $1 Million Deduntlamit

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 excepgion

The Compensation Committee intends to qualifcutive compensation for deductibility undertiec162(m) to the extent consistent
with the best interests of RealNetworks. Since orafe objectives may not always be consistent thighrequirements for full deductibility, it
is conceivable that RealNetworks may enter into pamsation 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 a@ioany 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 offaredappropriately balanced to provide increasedvatiin for executives to contribute to
the overall future success of RealNetworks, thergihyancing the value of RealNetworks for the shaldshs’ 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 andifh&lorgan H&Q Technology Index for the period begig on November 21, 1997 (the
date of RealNetworks’ initial public offering), amthded on December 31, 2001.

Comparison of Cumulative Total Return Among RealNetvorks, Inc. Common Stock,
Nasdaq Composite Index and the JP Morgan H&Q Techrlogy Index
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JP Morgan H&Q Technology Ind¢ 10C 14t 32t 21C 12C

The total return on the Common Stock and éadéix assumes the value of each investment wad &l Oovember 21, 1997, and that all
dividends were reinvested, although dividends hretebeen declared on the Common Stock. Returnndtion is historical and not
necessarily indicative of future performance.

PROPOSAL 2 — APPROVAL OF 2002 DIRECTOR STOCK OPTION PLAN

Shareholders are being asked to approve ¢éhéNRtworks, Inc. 2002 Director Stock Option Pldre (2002 Director Plan”) so that
RealNetworks can continue to attract and retaistantling and highly skilled individuals to serveinBoard of Directors. The Board of
Directors has approved the 2002 Director Plan,esuihip approval from shareholders at the AnnualtMgeAlthough RealNetworks’
nonemployee directors (“Non-Employee Directors®yéan interest in acquiring approval of the 200&EBtor Plan because they will be the
beneficiaries of the approval, the Board of Direstioelieves that the offer of equity incentivegalidNon-Employee Directors will be a key
factor in RealNetworks’ overall financial perforntan
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In accordance with the rules of the Nasdaqg Stockkbtashareholders must approve certain stock ogtians, such as the 2002 Director P
pursuant to which stock may be acquired by Non-©yg# Directors.

The 2002 Director Plan is attached as AppeAdbo this Proxy Statement. The following summafythe 2002 Director Plan does not
contain all of the terms and conditions of the 2002ctor Plan, and is qualified in its entirety t@ference to the 2002 Director Plan. You
should refer to Appendix A for a complete set ofrte and conditions of the 2002 Director Plan.

Summary of the 2002 Director Plan

Purpose.The purpose of the 2002 Director Plan is to attaact retain the best available individuals for m@nas Non-Employee
Directors. The Director Plan is further intendectourage stock ownership on the part of Non-Eygaldirectors and to encourage their
continued service on the Board.

Shares Reserved for Issuanthe Board of Directors has reserved a total of &0 shares of the Company’s Common Stock for issian
under the 2002 Director Plan. If an option granteder the 2002 Director Plan expires or is canddide any reason without having been fi
exercised or vested, the unvested or cancelleéshét be returned to the available pool of shaeserved for issuance under the Director
Plan.

Administration of the Director Plarthe 2002 Director Plan is administered by the Campgon Committee of the Board of Directors
(the “Committee”),on behalf of the Board of Directors. Subject totimens of the 2002 Director Plan, the Committeethassole discretion
interpret the provisions of the 2002 Director Pdaal outstanding options. All decisions of the Cottariare final and binding on all persons,
and will be given the maximum deference permittedaiw.

Eligibility. Options under the Director Plan may be granted tmNon-Employee Directors. Non-Employee Directwil receive annual,
automatic, nondiscretionary grants of stock opti@assdescribed below.

Initial Grants. Each Non-Employee Director will automatically reeebptions to purchase an aggregate of 65,000 sbarthe date that
he or she is first appointed or elected as a Nopigyee Director (the “Initial Grant”).

Subsequent GrantEach Non-Employee Director will also automaticatigeive an option to purchase 30,000 shares thusiadss days
following the date of each annual meeting of shalddrs (a “Subsequent Grant”), provided that heharis both serving as a Non-Employee
Director on that date and has served as a Non-BmglDirector for at least the twelve months immedyapreceding that date.

Terms and Conditions of Optiorisach option granted under the Director Plan isewigd by a written stock option agreement between
the Company and the optionee, and is subject téottoaving additional terms and conditions:

(a) Exercise PriceThe exercise price for the shares subject to eptibrois equal to 100% of the fair
market value of the shares on the date of grard.fain market value is determined by referencdéodosing sale
price for the Compars Common Stock on the relevant d:

(b) Exercisability of Options

() Initial Grants. Of the options to purchase 65,000 shares consiifditie Initial Grant, 30,000 shares
will become exercisable in three equal annual imenets beginning on the first anniversary of theliapple
grant date, and the remaining 35,000 shares wilbime exercisable on the first anniversary of thdiegble
grant date (assuming that he or she remains a Mauieiyee Director on each scheduled vesting date).
Notwithstanding the foregoing, if an optior's service on the Board of Directors terminates wueis or her
death, his or her outstanding options will immeeliavest in full.

(i)  Subsequent GrantEach Subsequent Grant will become exercisable 88G% of the shares subject
to the Subsequent Grant on the first anniversatii@fpplicable grant da
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(assuming that he or she remains a Non-Employestor on each scheduled vesting date). Notwitititey
the foregoing, if an optionee’s service on the BlaafrDirectors terminates due to his or her deaithpr her
outstanding options will immediately vest in fu

(c) Expiration of OptionsEach option generally expires no later than 10yaéer the date of grant. If
an optionee terminates his or her service on trerdof Directors before his or her option’s normgbiration
date, the period of exercisability of the optiomies, depending upon the reason for the terminakionwever,
the option may not be exercised later than tharaigxpiration date (except in cases of deatkwhich case
the option would remain exercisable for one yetardhe date of deatlr

(d) Nontransferability of OptiondJnless otherwise determined by the Committee, aptgranted under
the Director Plan may not be sold, transferredjgéel, assigned, or otherwise alienated or hypoteecather
than by will or by the applicable laws of descemd distribution.

(e) Other ProvisionsAn option agreement may contain other terms, prongsand conditions not
inconsistent with the Director Plan, as may be meiteed by the Committe

Adjustments Upon Changes in Capitalization — Appdolransactions — Control Purcha&ubject to any required action by
shareholders, the number and class of shares @dhmany’s Common Stock available for issuance utide2002 Director Plan and the
number, class and exercise price of shares subjecttstanding options and future grants of optiamder the 2002 Director Plan will be
proportionately adjusted by the Committee for argréase or decrease in the number of issued shiattes Company’s Common Stock
resulting from a stock split, reverse stock sglibck dividend, spin-off, combination or reclagsition of shares of the Company’s Common
Stock, or any other increase or decrease in théauof shares of the Company’s Common Stock issffedted without receipt of
consideration (with certain restrictions). Eachstarnding Option under the 2002 Director Plan diratlome exercisable in full in respect of
the aggregate number of shares covered therebyithstanding any contrary vesting schedule in tiptidh Agreement evidencing the
Option (except to the extent the Option Agreemeptessly provides otherwise), in the event of (a) merger, consolidation or binding sh
exchange pursuant to which shares of Common Steckreanged or converted into or exchanged for casturities or other property, other
than any such transaction in which the persons hvathd Common Stock immediately prior to the trangechave immediately following the
transaction the same proportionate ownership oftimemon stock of, and the same voting power wigipeet to, the surviving corporation;
(b) any merger, consolidation or binding share exge in which the persons who hold Common Stockediately prior to the transaction
have immediately following the transaction lessmthamajority of the combined voting power of théstanding capital stock of the Company
ordinarily (and apart from rights accruing undegeapl circumstances) having the right to vote m dection of directors; (c) any liquidation
or dissolution of the Company; (d) any sale, leagehange or other transfer not in the ordinarys®wf business (in one transaction or a
series of related transactions) of all, or subsa#yptall, of the assets of the Company; or (e) trapsaction (or series of related transactions),
consummated without the approval or recommendatidghe Board, in which (i) any person, corporatiorother entity (excluding the
Company and any employee benefit plan sponsorgdeb€ompany) purchases any Common Stock (or sesucibnvertible into Common
Stock) for cash, securities or any other consid@rgiursuant to a tender offer or exchange offe(iipany person, corporation or other entity
(excluding the Company and any employee benefit piinsored by the Company) becomes the direadiect beneficial owner of
securities of the Company representing fifty pet¢Bf%) or more of the combined voting power of then outstanding securities of the
Company ordinarily (and apart from rights accruimgier special circumstances) having the right te wothe election of directors.

Options to be Granted to Certain Individuals ancoGps.The following table sets forth the total numbesbéres of the Company’s
Common Stock subject to options expected to betgdaimder the Director Plan for fiscal year 200thé Director Plan is approved by the
shareholders at the Annual Meeting. Because thatiens have not yet been granted, the averagehpee &xercise price of the options cai
be determined. Under the formula for granting amtiander the Director Plan, the total number ofeshaubject to options granted during
fiscal year will depend on a number of factorsjuding the total
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number of Non-Employee Directors who serve on tharB of Directors and the number of Non-Employee€ibrs who commence service
on the Board during a particular fiscal year.

Name of Number of
Individual or Group Options Granted

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

Lawrence Jacobson( —
President and Chief Operating Offic

Kelly Jo MacArthur(1) —
Senior Vice President, Legal and Business Affgaaneral Counsel and
Corporate Secretal

Martin Plaehn(1 —
Senior Vice President, Media Syste

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

Richard Cohen(2 —

Phil Murphy(2) —

All current executive officers as a group —

All current directors who are not executive offe@s a grou 60,00((3)

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

(1) The Compan’'s employees are not eligible to participate inDivector Plan
(2) The employment of Messrs. Cohen and Murphy terrathat August 2001

(3) Includes options expected to be granted thuseness days after Annual Meeting to all curreom{Employee
Directors who have served on the Board of Directorshe twelve months immediately preceding thengjdate,
other than Mr. Jacobsen, who will not stand fi-election at the Annual Meetin

Federal Income Tax ConsequencHse following discussion summarizes certain feder@me tax considerations for U.S. taxpayers
receiving options under the Director Plan and ¢ertx effects on the Company, based upon the gi@vs of the Internal Revenue Code of
1986, as amended (the “Code”), as in effect ordtte of this Proxy Statement, current regulation existing administrative rulings of the
Internal Revenue Service. However, it does not@ure be complete and does not discuss the pomgsof the income tax laws of any
municipality, state or foreign country in which tbptionee may reside. Tax consequences for anicplanrt individual may be different.

Options granted pursuant to the Director Rlan“nonstatutory stock options” (that is, optidnat are not “incentive stock options” as
defined in Section 422 of the Code). An optioneesdaot recognize any taxable income at the timar Isbe is granted an option under the
Director Plan. Upon exercise, the optionee recamiaxable income generally measured by the exdéabe then fair market value of the
shares over the exercise price of the option. Tova@2iny is generally entitled to a deduction forefedlincome tax purposes in the same
amount as the ordinary income recognized by thivopé. Upon a disposition of such shares by thioopé, any difference between the sale
price and the optionee’s exercise price, to therextot recognized as ordinary income as proviteye, is treated as long-term or short-term
capital gain or loss, depending on the holdingqakri

Amendment and Termination of the Director Plahe Board of Directors, in its sole discretion, naayend or terminate the Director PI
or any part thereof, at any time and for any reaklmwever, no such amendment or termination mathout the consent of the optionee, &
or impair any rights under any outstanding option.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” THE
APPROVAL OF THE 2002 DIRECTOR STOCK OPTION PLAN.
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Audit and Related Fees
Audit Fees

Audit fees charged to RealNetworks by KPM@Lfor RealNetworks’ 2001 audit of its annual coigated financial statements included
in its Annual Report on Form 10-K and the reviewhafse consolidated financial statements includatsiquarterly reports on Form 10-Q
totaled $242,944.

Financial Information Systems Design and Implenitgota-ees

RealNetworks did not engage KPMG LLP to pdevany services to it regarding financial inforroatsystems design and implementation
during the fiscal year ended December 31, 2001.

All Other Fees

Fees billed to RealNetworks by KPMG LLP dgriRealNetworks’ 2001 fiscal year for all other seeg rendered to RealNetworks
included audit related fees of $37,200 and feestioer services of $38,500. The Audit Committe¢hefBoard of Directors has determined
that the audit related and other services providePMG LLP are compatible with maintaining KPMG Bls independence.

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

The following is the report of the audit corttee with respect to RealNetworks’ audited finahsitatements, which include the
consolidated balance sheets of RealNetworks agoémber 31, 2001 and 2000, and the related coasadictatements of operations,
shareholders’ equity and comprehensive income)(lassl cash flows for each of the three yearseérnpériod ended December 31, 2001, and
the notes thereto.

Review with Management
The audit committee has reviewed and disclBsalNetworks’ audited financial statements witmagement.
Review and Discussions with Independent Accountants

The audit committee has discussed with KPM® LRealNetworks’ independent accountants, thearsatequired to be discussed by
Statement on Auditing Standards No. 61 which inelydmong other items, matters related to the airaldhe audit of RealNetworks’
financial statements.

The audit committee has also received writlisolosures and the letter from KPMG LLP requibydndependence 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.

Conclusion

Based on the review and discussions reféoedbove, the audit committee recommended to Réaldtks’ Board of Directors that
RealNetworks’ audited consolidated financial staata be included in RealNetworks’ Annual Reportonm 10-K for the fiscal year ended
December 31, 2001.

The Audit Committee of the Board of Direct
Edward Bleiet

James W. Breye

Bruce Jacobse
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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 spddifi¢he Notice of Annual Meeting of Shareholdéiswever, as to any other business that
may properly come before the meeting, it is intehthat proxies, in the form enclosed, will be voiedespect thereof in accordance with the
judgment of the persons voting such prox

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 2002 Director StoOption Plan attached to this Proxy
Statement as Appendix A shall not be deemed tadiiting material” or to be “filed” with the Seaities and Exchange Commission, nor
shall such information be incorporated by referemte any future filing under the Securities Actl&83, as amended, or the Securities
Exchange Act of 1934, as amended, except to thatakiat the Company specifically incorporatesyitréference 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

AWt frh

KELLY JO MACARTHUR
Senior Vice President, Legal and Business Aff
General Counsel and Corporate Secret

May 2, 2002
Seattle, Washington

A COPY OF REALNETWORKS’ ANNUAL REPORT ON FORM 10-K
FOR THE 2001 FISCAL YEAR, AS FILED WITH THE SECURIT IES AND
EXCHANGE COMMISSION, IS AVAILABLE WITHOUT CHARGE
TO ANY SHAREHOLDER UPON WRITTEN REQUEST TO:

INVESTOR RELATIONS DEPARTMENT
REALNETWORKS, INC.
P.0. BOX 91123
SEATTLE, WASHINGTON 98111-9223
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APPENDIX A
REALNETWORKS, INC.
2002 DIRECTOR STOCK OPTION PLAN

1. Purposes of the PlanThe purposes of this 2002 Director Option Plantarattract and retain the best available persoiunedervice as
Outside Directors (as defined herein) of the Corgptmprovide additional incentive to the Outsidieddtors of the Company to serve as
Directors, and to encourage their continued semicthe Board.

All options granted hereunder shall be ndogvay stock options.

2. Definitions. As used herein, the following definitions shall Bpp

(a) “Annual Meeting” means the Company'gularly scheduled annual meeting of shareholderprevided
for in the Compar’s Bylaws.

(b) “Approved Transaction” means (a) anygee, consolidation or binding share exchange @nsto which
shares of Common Stock are changed or converteairgxchanged for cash, securities or other ptppether
than any such transaction in which the persons i Common Stock immediately prior to the transechave
immediately following the transaction the same pirtipnate ownership of the common stock of, andsdrae
voting power with respect to, the surviving corgana; (b) any merger, consolidation or binding €hexchange in
which the persons who hold Common Stock immedigialyr to the transaction have immediately follogite
transaction less than a majority of the combinethggpower of the outstanding capital stock of @@mpany
ordinarily (and apart from rights accruing undeeapl circumstances) having the right to vote i ekection of
directors; (c) any liquidation or dissolution ott@ompany; and (d) any sale, lease, exchange er wénsfer not
in the ordinary course of business (in one tramsiadr a series of related transactions) of alkwrstantially all, ¢
the assets of the Compal

(c)“Boarc” means the Board of Directors of the Comp:

(d)*Code’” means the Internal Revenue Code of 1986, as ame

(e)*Common Stoc” means the common stock, par value $.001 per shiaitee Company
() “Compan” means RealNetworks, Inc., a Washington corpora

(g) “Control Purchase” means any transadfoy series of related transactions), consummattabut the
approval or recommendation of the Board, in whahany person, corporation or other entity (inahgdany
“person” as defined in Sections 13(d)(3) and 1£)ddpf the Exchange Act, but excluding the Compamy any
employee benefit plan sponsored by the Companyhaises any Common Stock (or securities conveitibbe
Common Stock) for cash, securities or any othesiclemation pursuant to a tender offer or exchariifipe; @r
(b) any person, corporation or other entity (inahgdany “person” as defined in Sections 13(d)(3) a4(d)(2) of
the Exchange Act, but excluding the Company andesngloyee benefit plan sponsored by the Comparggrbes
the “beneficial owner” (as that term is definedRule 13d-3 under the Exchange Act), directly ofrnectly, of
securities of the Company representing fifty pet¢e@%) or more of the combined voting power of tien
outstanding securities of the Company ordinarilyd(apart from rights accruing under special cirdamses)
having the right to vote in the election of dirast¢calculated as provided in Rule 13@} under the Exchange #
in the case of rights to acquire the Comy’'s securities)

(h)"Director’ means a member of the Boa
(i) “Disability” means total and permanent disability as definefkiction 22(e)(3) of the Cod

() “Effective Dat” means the effective date of this Plan as deternmimadcordance with Section
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(k) “Employee’means any person, including officers and Directensployed by the Company or any Parel
Subsidiary of the Company. The payment of a Direstee by the Company shall not be sufficient mal @f itself
to constitute*employmer” by the Company

() “Exchange A¢" means the Securities Exchange Act of 1934, as asae

(m)“Fair Market Valu” means, as of any date, the value of Common Staekrdmed as follows

(i) If the Common Stock is listed on anyaddished stock exchange or a national market systecluding
without limitation the Nasdaq National Market oreTNasdag SmallCap Market of The Nasdaq Stock Market
its Fair Market Value shall be the closing salasegfor such stock (or the closing bid, if no salese reportec
as quoted on such exchange or system for the fdetermination as reported in The Wall Street dalior
such other source as the Administrator deems teli

(i) If the Common Stock is regularly qudtey a recognized securities dealer but sellinggsrare not
reported, the Fair Market Value of a Share of Comi&tock shall be the mean between the high bidamd
asked prices for the Common Stock for the datestérdhination, as reported in The Wall Street Jduwnauch
other source as the Board deems reliabl

(i) In the absence of an established raafér the Common Stock, the Fair Market Value ¢loéishall be
determined in good faith by the Boa

(n)“Optior” means a stock option granted pursuant to the
(0)“Optioned Stoc” means the Common Stock subject to an Op
(p)“Optioned’ means a Director who holds an Opti

(9)“Outside Directc” means a Director who is not an Employ

() “Parent” means a “parent corporatiomtiether now or hereafter existing, as defined ictiSe 424(e) of th
Code.

(s)*Plar’ means this 2002 Director Option Pl;
(t)“Shar” means a share of the Common Stock, as adjustextandance with Section 10 of the Pl

(u) “Subsidiary” means a “subsidiary coigayn,” whether now or hereafter existing, as dadiin Section 424
(f) of the Internal Revenue Code of 19

3. Stock Subject to the PlanSubject to the provisions of Section 10 of the Plha maximum aggregate number of Shares whichbeay
optioned and sold under the Plan is Seven HundfgdTousand (750,000) Shares (the “Pool”) of Coom$tock. The Shares may be
authorized, but unissued, or reacquired CommonkStoc

If an Option expires or becomes unexercisalilieout having been exercised in full, the unpasdd Shares which were subject thereto
shall become available for future grant or saleaurtle Plan (unless the Plan has terminated). Shiaaé have actually been issued under the
Plan shall not be returned to the Plan and shalbecome available for future distribution undes Blan.

4. Administration and Grants of Options under the Ran.

(a) Administrator.Except as otherwise required herein, the Plan bleadidministered by the Board, or by a compensatiommittee (the
“Committee”) appointed by the Board. No discretcmmcerning decisions regarding the Plan shall fieddd to any person who is not a
“non-employee director” (as defined in Rule 16br8ler the Exchange Act).
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(b) Procedure for GrantsAll grants of Options to Outside Directors undastRlan shall be automatic and nondiscretionarysinadl be
made strictly in accordance with the following pgions:

() No person shall have any discretiosdtect which Outside Directors shall be grantedddgtor to
determine the number of Shares to be covered byp@p

(i) Each Outside Director shall be autoicety granted an Option to purchase 30,000 Sh@vagh number
shall be subject to adjustment in the manner s#t fo Section 10 hereof upon the occurrence ofeamgnt
described therein) upon the date on which suclopdisst becomes a Director (the “Initial Grant Atyhether
through election by the shareholders of the Compmatry appointment by the Board to fill a vacar

(iif) Each Outside Director shall be autditaly granted an Option to purchase 35,000 Sh@vbgch number
shall be subject to adjustment in the manner s#t fo Section 10 hereof upon the occurrence ofeargnt
described therein) upon the date on which suclopdisst becomes a Director (the “Initial Grant Biyhether
through election by the shareholders of the Compmatry appointment by the Board to fill a vacar

(iv) On the third business day following thate of each Annual Meeting during the term & Bian, each
Outside Director who has served as a Director tfiteast the previous twelve (12) months shall beraatically
granted an Option to purchase 35,000 Shares (sstguient Option”)which number shall be subject to adjustn
in the manner set forth in Section 10 hereof urendccurrence of any event described the

(v) Notwithstanding the provisions of suttsens (ii), (iii) and (iv) hereof, any exercise af Option granted
before the Company has obtained shareholder apgpbttee Plan in accordance with Section 16 hestaill be
conditioned upon obtaining such shareholder appaiie Plan in accordance with Section 16 her

(vi) The terms of Initial Grant A granted Bander shall be as follow

(A) the term of the Initial Grant A shall ben (10) years

(B) Initial Grant A shall be exercisableywhile the Outside Director remains a Directottled Company,
except as set forth in Sections 8 and 10 he

(C) the exercise price per Share shall béd60the Fair Market Value per Share on the datgrait of the
Initial Grant A.

(D) subject to Section 10 hereof, Initiab@t A shall become exercisable in three (3) sseeequal

annual installments on each of the first threea(8)iversaries of its date of grant, provided that®ptionee
continues to serve as a Director on such d

(vii) The terms of Initial Grant B grantedrbander shall be as follow

(A) the term of the Initial Grant B shall te: (10) years

(B) Initial Grant B shall be exercisabldyowhile the Outside Director remains a Directoitleé Company,
except as set forth in Sections 8 and 10 he

(C) the exercise price per Share shall béd60the Fair Market Value per Share on the datgrait of the
Initial Grant B.

(D) subject to Section 10 hereof, Initiab@t B shall become exercisable as to 100% peofdehe Shares
subject thereto on the first anniversary of itedztgrant, provided that the Optionee continuesetoe as a
Director on such dat:
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(viii) The terms of a Subsequent Option gedrttereunder shall be as follov

(A) the term of the Subsequent Option shaltén (10) year:

(B) the Subsequent Option shall be exebptésanly while the Outside Director remains a Dice®f the
Company, except as set forth in Sections 8 ancei€o

(C) the exercise price per Share shall béd60the Fair Market Value per Share on the datgrait of the
Subsequent Optiol

(D) subject to Section 10 hereof, the Sgheat Option shall become exercisable as to 100%epeof the
Shares subject to the Subsequent Option on theafirsversary of its date of grant, provided timat Optionee
continues to serve as a Director on such (

(ix) In the event that any Option grantedier the Plan would cause the number of Shares b
outstanding Options plus the number of Shares pusly purchased under Options to exceed the Huai, the
remaining Shares available for Option grant shalyjtanted under Options to the Outside Directora pro rata
basis. No further grants shall be made until suab,tif any, as additional Shares become availfdvlgrant under
the Plan through action of the Board or the shddshs to increase the number of Shares which magsoed
under the Plan or through cancellation or expiratibOptions previously granted hereunc

5. Eligibility. Options may be granted only to Outside DirectoftsOfptions shall be automatically granted in aceorck with the terms
set forth in Section 4 hereof. An Outside Diresttno has been granted an Option may, if he or shthexwise eligible, be granted an
additional Option or Options in accordance withtspoovisions.

The Plan shall not confer upon any Optiormeeraght with respect to continuation of serviceaadirector or nomination to serve as a
Director, nor shall it interfere in any way withyarights which the Director or the Company may htveerminate the Director’s relationship
with the Company at any time.

6. Term of Plan.The Plan shall become effective upon the lateictuoof its adoption by the Board or its approwathe shareholders
the Company as described in Section 16 of the Rlahall continue in effect for a term of ten (3@ars unless sooner terminated under
Section 12 of the Plan.

7. Form of Consideration.The consideration to be paid for the Shares t@s@eid upon exercise of an Option, including thenotebf
payment, shall consist of (i) cash, (ii) check) firomissory note, (iv) consideration receivedtiy Company under a cashless exercise
program implemented by the Company in connecticdh thie Plan, or (v) any combination of the foregoinethods of payment approved by
the Administrator.

8. Exercise of Option.

(a) Procedure for Exercise; Rights as a Sharehol8ey Option granted hereunder shall be exercisatdaeh times as are set forth in
Section 4 hereof; provided, however, that no Otisimall be exercisable until shareholder approidiePlan in accordance with Section 16
hereof has been obtained.

An Option may not be exercised for a fractibra Share.

An Option shall be deemed to be exercisedwingtten notice of such exercise has been giveheédCompany in accordance with the
terms of the Option by the person entitled to eigserthe Option and full payment for the Shares wéipect to which the Option is exercised
has been received by the Company. Full paymentaoagist of any consideration and method of payralioivable under Section 7 of the
Plan. Until the issuance (as evidenced by the gpjate entry on the books of the Company or of lg duthorized transfer agent of the
Company) of the stock certificate evidencing subhrgs, no right to vote or receive dividends or atier rights as a shareholder shall exist
with respect to the Optioned Stock, notwithstandimegyexercise of the Option. A share certificatetfi@ number of Shares so acquired she
issued to the Optionee as soon as practicableefezcise of the Option. No adjustment shall beerfad a dividend or
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other right for which the record date is priorhe date the stock certificate is issued, except@added in Section 10 of the Plan.

Exercise of an Option in any manner shallltda a decrease in the number of Shares whicte#titer may be available, both for purposes
of the Plan and for sale under the Option, by thmlmer of Shares as to which the Option is exercised

(b) Rule 16b-30ptions granted to Outside Directors must compliyhe applicable provisions of Rule 16b-3 promtddaunder the
Exchange Act or any successor thereto and shathitosuch additional conditions or restrictionsvesy be required thereunder to qualify for
the maximum exemption from Section 16 of the ExgeaAct with respect to Plan transactions.

(c) Termination of Status as a Direct@ubject to Section 10 hereof, in the event an @ptis status as a Director terminates (other than
upon the Optionee’s death or Disability), the Opéie may exercise his or her Option, but only withiree (3) months following the date of
such termination, and only to the extent that tipidhee was entitled to exercise it on the dateugh termination (but in no event later than
the expiration of its ten (10) year term). To théeat that the Optionee was not entitled to exerais Option on the date of such termination,
and to the extent that the Optionee does not esesgtich Option (to the extent otherwise so enjitiéthin the time specified herein, the
Option shall terminate.

(d) Disability of Optioneeln the event Optionee’s status as a Director testemas a result of Disability, the Optionee magrese his
or her Option, but only within twelve (12) montt@dléwing the date of such termination, and onlytte extent that the Optionee was entitled
to exercise it on the date of such termination {(buio event later than the expiration of its t&é@)(year term). To the extent that the Optionee
was not entitled to exercise an Option on the datermination, or if he or she does not exercisghOption (to the extent otherwise so
entitled) within the time specified herein, the ©@ptshall terminate.

(e) Death of Optionedn the event of an Optionee’s death, each of thigo@ge’s outstanding Options shall accelerate &ubime
immediately vested and exercisable with respeoh®hundred percent (100%) of the Shares thendubjeach such Option. Each such
Option may be exercised by the Optionee’s desighia¢meficiary, provided such beneficiary has bessighated prior to Optionee’s death in
a form acceptable by the Board. If no such berafjchas been designated by the Optionee, thenseathOption may be exercised by the
personal representative of the Optionee’s estaly ¢ine person or persons to whom the Option isfeared pursuant to the Optioneeill or
in accordance with the laws of descent and digiobuThe Option may be exercised in whole or irt pg the Optionee’s designated
beneficiary, estate or the person or persons whoicthe right to exercise the Option, but onlyhivi twelve (12) months following the date
of death (but in no event later than the expiratibits ten (10) year term). To the extent the @piis not exercised within the time specified
herein, the Option shall terminate.

9. Non-Transferability of Options. The Option may not be sold, pledged, assigned, thgpated, transferred, or disposed of in any
manner other than by will or by the laws of desaerdistribution and may be exercised, during tfegiine of the Optionee, only by the
Optionee.

10. Adjustments Upon Changes in Capitalization-Approved Transactions—Control Purchase.

(@) Changes in Capitalizatiorsubject to any required action by the shareholdétise Company, the number of Shares which have
been authorized for issuance under the Plan, imdushares as to which no Options have yet beernteptar which have been returned to the
Plan upon cancellation or expiration of an Optitwe, number of Shares that may be added annualhet8hares reserved under the Plan
(pursuant to Section 3(i)), the number of Share®i@d by each outstanding Option, as well as thoe per Share covered by each such
outstanding Option, and the number of Shares issymlysuant to the automatic grant provisions aiti8a 4 hereof shall be adjusted by the
Administrator to reflect any stock split, reverseck split, spin-off, stock dividend, combinationreclassification , or other change in the
corporate structure that affects the Common Stockny other increase or decrease in the numhesoéd Shares effected without receipt of
consideration by the Company; provided, howevet tlonversion of any convertible securities of @mnpany shall not be deemed to have
been “effected without receipt of considerationKtEpt as expressly provided herein, no issuandaédZompany of shares of stock of any
class, or securities convertible
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into shares of stock of any class, shall affead, mm adjustment by reason thereof shall be maderedtpect to, the number or price of Shares
subject to an Option.

(b) Approved Transaction; Control Purchasethe event of any Approved Transaction or Conaichase, each outstanding Option
under the Plan shall become exercisable in fuléspect of the aggregate number of shares covieeeehty, notwithstanding any contrary
vesting schedule in the Option Agreement evidentiegOption (except to the extent the Option Agreenexpressly provides otherwise),
effective upon the Control Purchase or immediapeigr to consummation of the Approved Transactlarthe case of an Approved
Transaction, the Company shall provide notice efgendency of the Approved Transaction, at lefisefn (15) days prior to the expected
date of consummation thereof, to each Optioneeh Exationee shall thereupon be entitled to exeittiseOption at any time prior to
consummation of the Approved Transaction. Any sexarcise as to any portion of the Option that willy become vested immediately prior
to the consummation of the Approved Transactioaceordance with the foregoing acceleration prowisioall be contingent on such
consummation. Any such exercise as to any othaigmoof the Option will not be contingent on sudmsummation unless so elected by the
Optionee in a notice delivered to the Company diamglously with the exercise. Upon consummatiomefApproved Transaction, all Optic
shall expire to the extent such exercise has matroed. Notwithstanding the foregoing, except ® ¢ixtent otherwise provided in one or m
Option Agreements evidencing Options, the Admiatstir may, in its discretion, determine that anglboutstanding Options will not vest or
become exercisable on an accelerated basis in coomevith an Approved Transaction and/or will ietminate if not exercised prior to
consummation of the Approved Transaction, if theuBloor the surviving or acquiring corporation, las tase may be, shall take, or made
effective provision for the taking of, such act@sin the opinion of the Administrator is equitalfel appropriate in order to substitute new
Options for such Options, or to assume such Opfjehg&ch assumption may be effected by any mearerahted by the Administrator, in its
discretion, including, but not limited to, by a hgsayment to each Optionee, in cancellation ofQp&ons held by him or her, of such amount
as the Administrator determines, in its sole disore represents the then value of the Options)iamdder to make such new or assumed
Options, as nearly as practicable, equivalentecot Options (before giving effect to any accdieraof the vesting or exercisability therec
taking into account, to the extent applicable,kimel and amount of securities, cash or other agset®or for which the Common Stock may
be changed, converted or exchanged in connectitimtiaé¢ Approved Transaction.

11. Amendment and Termination of the Plan.

(@) Amendment and Terminatiofihe Board may at any time amend, alter, suspendisoontinue the Plan, but no amendment,
alteration, suspension, or discontinuation shalnaele which would impair the rights of any Optiomeeler any grant theretofore made,
without his or her consent. In addition, to theegeitnecessary and desirable to comply with anyiegdge law, regulation or stock exchange
rule, the Company shall obtain shareholder approfvahy Plan amendment in such a manner and toadelgree as required.

(b) Effect of Amendment or Terminatigkny such amendment or termination of the Plan giatllaffect Options already granted and
such Options shall remain in full force and effastif this Plan had not been amended or terminated.

12. Time of Granting Options.The date of grant of an Option shall, for all pses, be the date determined in accordance with
Section 4 hereof.

13. Conditions Upon Issuance of ShareShares shall not be issued pursuant to the exextae Option unless the exercise of such
Option and the issuance and delivery of such Stmaresiant thereto shall comply with all relevardavisions of law, including, without
limitation, the Securities Act of 1933, as amendbd,Exchange Act, the rules and regulations prgatetl thereunder, state securities laws,
and the requirements of any stock exchange upochithe Shares may then be listed, and shall bedustubject to the approval of counsel
for the Company with respect to such compliance.

As a condition to the exercise of an Optitie, Company may require the person exercising €yatton to represent and warrant at the
time of any such exercise that the Shares are lpeirchased only for
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investment and without any present intention tbaetlistribute such Shares, if, in the opiniorcofinsel for the Company, such a
representation is required by any of the aforemesti relevant provisions of law.

Inability of the Company to obtain authoritgm any regulatory body having jurisdiction, whiatthority is deemed by the Company’s
counsel to be necessary to the lawful issuancesaledof any Shares hereunder, shall relieve thepaagnof any liability in respect of the
failure to issue or sell such Shares as to which sequisite authority shall not have been obtained

14. Reservation of ShareS.he Company, during the term of this Plan, wilafitimes reserve and keep available such number of
Shares as shall be sufficient to satisfy the remuénts of the Plan.

15. Option AgreementOptions shall be evidenced by written option agresisiin such form as the Board shall approve.

16. Shareholder Approval.The Plan shall be subject to approval by the siwddehs of the Company within twelve (12) montheaft
the date the Plan is adopted. Such shareholdeowgmshall be obtained in the degree and manneinegjunder applicable state and federal
law and any stock exchange rules.

17. Governing Law.The Plan shall be governed by, and construed iordaace with, the laws of the State of Washington.

18. Company’s RightsThe grant of Options pursuant to the Plan shallafieict in any way the right or power of the Compém make
reclassifications, reorganizations or other chamdes to its capital or business structure or &rge, consolidate, liquidate, sell or otherwise
dispose of all or any part of its business or asset
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PROXY FOR 2002 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 aflg 8o MacArthur as Proxies, each with the poweadt without the other and w
power to appoint his or her substitute, and hemlifiorizes them to represent and to vote, as dasidielow, all the shares of comn
stock of RealNetworks, Inc. held of record by tinelersigned at the close of business on April 8224iGhe Annual Meeting of
Shareholders to be held on June 6, 2002, or amyadjpent or postponement there

The undersigned hereby acknowledges receigieo€ompany’s Proxy Statement in connection withAhnual Meeting and hereby
revokes any proxy or proxies previously giv

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

- FOLD AND DETACH HERE -

You can now access your RealNetworks shareholdecant 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.melloninvestormeo
and 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 Identification  You are now ready to log in. To You are ready to access your account
Number (PIN) online by following the directio access your account please enter information. Click on the appropriate button
provided in the upper right portion of the w your: to view or initiate transaction

screen as follows. You will also need to have your « SSN « Certificate History

Social Security Number (SSN) available to * PIN » Book-Entry Information

establish a PIN * Then click on the&Submit button * Issue Certificate

» Payment History
» Address Change
* Duplicate 109¢

If you have more than one accour
you will now be asked to select t
appropriate account and continue

Investor ServiceDirect is currently only

available for domestic individual and joint

accounts

* Enter SSN

e Enter PIN

* Then click on th¢Establish PIN button

Please be sure to remember your PIN,
maintain it in a secure place for future referenc

For Technical Assistance Call 1-877-978-7778 betwee
9am-7pm Monday-Friday Eastern Time.
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Please mark
your votes
as indicatec
FOR WITHHOLD AUTHORITY
All nominees listed to vote for
(except as withheld) nominees listed
1. Election of Directors
Class 1 Director Nominee: Kalpana Ra
Class 2 Director Nominee: James W. Bre
FOR AGAINST ABSTAIN
2. Proposal to approve the 2002 Director Stock Optam: U
3. In their discretion the Proxies are authorizeddtewupon such other business as may properly cefioeebthe meeting

WITHHOLD AUTHORITY to vote for the following nominee(s):

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

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED SHAREHOLDER. IF NO DIRECTION IS MADE, T HIS PROXY WILL BE VOTED FOR PROPOSALS 1 AND 2,
OR AS THE PROXIES DEEM ADVISABLE ON SUCH OTHER MATT ERS AS MAY PROPERLY COME BEFORE THE
MEETING, INCLUDING, AMONG OTHER THINGS, CONSIDERATI ON OF ANY MOTION MADE FOR ADJOURNMENT OF
THE MEETING.

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARDROMPTLY USING THE ENCLOSED ENVELOPE.

Signature Signature (if held jointly Date , 2002

Please sign exactly as name appears above. Whars stra held by joint tenants, both should signekigning as attorney, executor,
administrator, trustee or guardian, please gividifld as such. If a corporation, please signuth dorporate name by President or other
authorized officer. If a partnership, please sigpartnership name by authorized person.

- 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 is available througdPM Eastern Time
the business day prior to annual meeting day.

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

card.
Internet
Go to: Telephone
http://www.eproxy.com/RNWK 1-80C-43£-6710 Mail

Use the Internet to vote your proxy. H  OR Use any touch-tone telephone to vote your OR 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 tl
the web site. You will be prompted to you call. You will be prompted to enter yc enclosed postage-paid
enter your control number from this control number, located below, and then envelope.
proxy card, located below, to create and follow the directions given.

submit an electronic ballc
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