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In this Thought Leader Interview, Jeffrey Epstengtime music industry executive formerly v
Disc Makers and Elite Artist Servjtakks abouhow technologwill continue taeshap the music
landscape&some of the key takeaways from our interview with Jeff include:

Social networks are flouiish but there isnOt a clear leader in the music matgSyetce
failed to give artists and bands tools to engage their fans and this has opened the d
entrants, such as AppleOs Ping.

Major artists are migrating to Ping and independent arésteeking entry. There is
potential for something greater than merely a music discovery platform tolestiév@s
integration with Ping suggetstat Apple plans to usgher social and information netwol
to drive iTunes traffic.

FacebookOs nwsirategy has yet to emerge and so far consists mostly of fan pe
driving more sales on iTunkgemains to be seen whether Steve Jobs and Mark Zuck
can come to terms on a Ping/Facebook integration bigalthe potential of such

collaboréion between the biggest social network and the leading online music provid
be considerable.

GoogleOs futuire music, while full of potential given the enormous success of YouTu
Android, remains clouded by a lack of leadership; howevegrimany is looking for a
executive to run this segment and the right fit might give Apple and iTunes som(
competition.

Dozens of music companies have emerged across a range of verticals in rdeentare
making money currentiynd there isikely to bea weeding out in comingiarters Notable
digital musisuccesstoriesincluce PandoraTopsin Mediaand Spotify, although this lg
has yet to nail down a winning strategy in the U.S.

The interview includes an Appendix containing a tisbiaaf description of emerging mu
companies across several verticals.




SW: Great to be with you today, Jeff. ThereOs aWxrecdigbass Apple launch a music social network called
Ping. WhatOs your take on Apped@it®patential in the Market

JE | believe there is huge potential for PAmple currently commands 90% of the digital music market.

Ping has beerilled as a social music discovery serVioe social aspect of Ping has the potential to generate

a huge volume of digital music sales. It isnOt clear what AppleOs entire straléng. i avithte, it has

been relatively closed to the outside wéybplehasauthorized only 200 artistsoday and these arestly
majorartists with large fan basEsough distributorsuch as TuneCoeadCD Baly, who service the indie
conmunity, are now engaged with Ping, the manual approval process required has slowed down the growth
of PingOs asticommunityl expect to see more independent artists on Ping in coming months but there are
likely to be growing pains associated with the build the sbcial music network.

Apple seems keen to build relatiorshiph othersocial and informaticiechnology platform3he recent

deal withTwitteris a case in point. There is a lack of Facebook integration today and | susptesethat
Jobsand Mak Zuckerberg will eventually find a way to work together just as MySpace has recently integrate
with Facebook. There i® questionin my mindthat Facebook could become a driving force of future
iTunes music saldghink the jury is still oubn how inportant Pingwill be to both major and indidists

and labels in their social mealiml ecommercestrategiesButlike everything else Apple touchdslieve

Ping willdeveloprito an effective and firstlass toaolor the music industrivr. Jobs haa Midas touch.

SW: MySpadest what appearedatddrminant position in the music social networking space. What happened thel

JE Before the rise of Fam@ok and Twitter, musians did not havesacial network presenanless they

had a MySpa@ecountThereare many reasons suggesteyl MySpace fell as far and asaa#t did. For

one, MySpace wsalow to adapt taser's requesamd we know that technology moves quickly. Adaptation is
paramount in the digital music market today. Comphates¢ slow to adapt to technology change are

bound to get left in the dust. Another issue for MySpacheydsatintrusive advertisements that
cannibaliedartists brandingo the message they were sending was that MySpace was about selling ads and
not servicing the interests of artists. In addition, My8jghoet handle theiassets very vielFor example,
theyacquiredmeem.comshut the service down, atidn't attempt to mergmeemQsser's amunts

MySpacgot way too bigoo fast, and bewee complacent, resultinggimass exodus okers and

supporters.

MySpace gave artists a platfdratthey have failed thus far in giving artists and takgisoper tools to

engage their fans. The technologyateboolproved to bdar superior tohat of MySace from the

beginning It is interesting to note today that MySpace is now working with Faceboegratdhe social
networks. It seems to me that MySpace is conceding that they arenOt a social network but rather a social
entertainment désation.With Ping, Apple has a golden opportunity to capitalizmySpaceOs misguided
strategy.

SW: FacebotlasnOt made mbagjfoaus y@though many artists and bands are on the social network and are u:
Do you thirfkaceboolndeecoera force in marsitif so, what will it take

JE: Though Facebook claims not to have any plans to launch a music strvaser \BOMillion-plus
users- thatOs ev 7% of the worl@ populatiorD| believe the compamypuldeasilyenterthe misic space
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and give iTuneandothersa serious run for themoney This probably explains why Steve and Mark are
having some difficulty coming to terriibere are currently a lot of terrific third party music apps for
Faceboolthat help artists and barmg®mote and sell their music, includlriige, Last.FM, Revedation

andRoot Music If Facebook offered comparable or superior services to artists and bands, it would be a huge
win for them andurely givéhe compangndvantage igairing music market stea

SW: Google seems intent on going head to head with Wibplieare mosiexpecting to see from Google in comit
months in the musi@ space

JE: Since Googf® acquisition of Simplify Medda company that piormeel music streaming in theot b

it hasbeenno secret thahe companyas been malgnthe rounds with all the major labels pitins to

launch adownload store and cloud music sergossibly as early &hristmagme With the success of
YouTube in video andindroid in the motte space, GoogleOs pending music services could pose a threat to
Appleand PingApple acquired Lala earlier this ylaalawasalso a pioneer of digital mutgchnologyn

the cloudband seems to also have plans to migrate iTunes to the cloud.isGmtiylelysearching for an
executive to head up their digital music division. It will certainly be interesting to see who they hire and how
their music activities evolve in coming months.

SW:WeOve talked in the past abouthtitenémit is thng unlike ever before but the industry that supports it i
struggling. There are only four major labels today. What must they do to survi?e in the digital music age

JE:| agree with Eric Garlapn@EO of Big Champagneho said this about the future miusic:Orou have

to put at least as much energy, money, and focus on building the new business as you do into protecting th
old business.The major labels are currently fhedth a lot of challenggs is almost impossible to know

where to start. Thdyave to jettison aantiquated and broken systanmd evolve new strategies that are
aligned with the new technologies

A study released by the NPD Growged thastreaming music is growing fastantmusic downloading in
North AmericaThar findingsin the study illuminatead duaddilemmafacing the majorstreamingnusicin

the clouddoes quelillegal filesharing however, major labelsonOpull these fanaway frompirating
without alsodeterring them frontegal digital music sites lileines Since streaming does not, at this
junctue, pay more than downloatte labels have no incentive to promote the development of more robust
streaming serviceShe aline ecosystem of digital musican essential key to theufet of the music
industry If too many resources are spent in protecting the present model and giotireneluilding it,
thefuture of the majolabelds bleak.Today there are four major lat®2Warner, Universal, Sony and EMI.
And it looks like we could be down to thregomlabels soon with EMI teetering on the brink of bankruptcy
and mired in legal troubles.

SW: Is tlereany hope EMI, which was once a crown jewel in the masitnodustigms to be a poster child for the
book OBlown to BitsO

JE: It is too late at this point in timfer EMI to be thinking about a digital stratéidye companyas a
wonderful history witfhe Beatles, Pink Floyd and many other talented watiistsave generated billions

of dollars in the padEMI has atremendousnusic pblishing business that is valuable and will continue to
be valuable in the years ahétmvever, EMI has lost its luster with established artiatsy btablished
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artists(e.g., Queen, which was a cornerstone for,Eti)e respecting EMIOs history, khesen not to
align themselves with the label today.mBaglernselling artistdike Radibead who grew up in the digital
age have no interest in working with the comfanguote Elvis Costello from Hisng OCrimesf ParisO

| tried to hold orybu but | don't know how
And | find it hard to swallow good advice
Like going down three times to only come up twice

One thing | will say about ENB their credits that they were finally able to come to termsStéte Jobs
andApple and bringhe Beatles catalog exclusively into iTuBes could see the move as desperation
EMIOs panjiven the fragiléinancialstate ofthe companytoday. Nevertheless, it wawia-win dealand
both companieshould profit from itWhen | look at the total piaty | find it difficult to see EMI remaining
independent in the future.

SW: WeOve seproliferation of digfialups in the music industry over the past several years. | know you have sg
many of thamd consulted with E&ewou givea list of emerging music companies that have caught your eye?

JE Therearemany companies out there today innovating in the digital music space. They way | like to look
at whatOs happening is to break things down into various sextitals digit marketing/eommerce,

radio, distribution, promotion and recordi{e have a host cbmpanieq digital marketingl/eommerce
includingTopspin Media, Bandcamp, ReverbNatimudbytesand Nimbit. In radio, we have streaming
services such as Panddrastfm, Spotify,Rdio, and Soundtrckr. In digital distribution, there is TuneCore,
CDBaby, The Orchard, InGroove®DA, Amalgam Digital an@uveraIn the music promotion vertical,

we have Headliném, FanBridge, Our Staged SonicBidsn recordingtools, we have companies such as
Indaba, Sound Cloud and Sound (ditorOs note:oF more on these companipiasesee Appendix

below)

SW: Pandora has been a big hit since they launched an application for thi¢iras@s/ipeiemfinenesmpany
and its prospects

JE: Tim Westergme and higeamhave had to overcome a lot of adversityeaching an asptable royalty

rate with musicompanies before achievengimpressive number aserswhich totals around Sdillion

today. Panmrausersaccount for nearly 50% of all internet listeningshovulich is amazingheir passion,

flexibility and tenacity as tleustodians of the Music Genome Profeete made Pandorthe iTunes of
streaming internet radi8martphones and mobile apgions technology have been a huge blessing to
Pandora. You could say the company was in the right place at the right time. It never hurts to have good
fortune on your side, especially when it comes to bringing an innovative technology or servicertumarke

have to be happy for guys like Tivho has worked incessantly to make his company the success that it is
today. | expect Pandora to continue to do well in the future.

SW: Among the other emerging companies you mentioned, do olhas\etayisgnsevadmin the market?
JE: Of the emerging music companies | mentioned earlier, | think Pandora and Topspin Media have a

proven track record and a solid foundation upon which to build. A general observation is that many of the
young music eopanies | have worked with or have spoken to are generating reverraediutiose to
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profitability. We are likely to see some weeding out in coming months. A few companies that have terrific
offerings that | hope succeed include Guvera, Headlineoblhytes and Spotify.

SW: Spotify seems to be doing well in Europe but hasnOt theb oead® liaaOogsur view of SpotifyOs prospect in
the U.S.?

IOGmcautiouslyoptimistic about SpotifyOs prospectsnierica The concept of free musitreaming is
appealing on many levé¥yy sense is that lot of people in the U.S. music industry have lost faith in free
streaming and the ability to monetize a subscription mGtkdrly the biggest challenge and hurdle for
Spotify is getting the majlabels and music publishers to have a change of heart and convince them the
freemium model can be succes$fditor® note: The freemium modelaibusiness model thetorks by

offering basic Web services, or a basic downloadable digital prodwes, fehife charging a premium for
advanced or special featyres

SW:YouOve worked with thousategenflartists and bands over thédpeahas digital technology changed the way
yowand other professionals lilk@k/atitthe independeistar

JE: Let mefirst state that there has never been a better time to be an independent artist. Diglitafytech
has given many diversgations and tools to make it easier and more cost efféatiamindependenartist

or labelto createanddidributetheir musicand als@ngage and buildfan baseThe biggesthallengdor
these independent arsibas been finding the balance in creatingmresatandrunning their own business,
as well abeconing savvy marketers &ffectivelymondize their brand for airectto-fan business model.
Major artists such as Trent Reznor, Amanda Palmer and Radiohgadddhtee way amoven that a
independent effort ardirectto-fan model can be effective andgperous, without the alliarafea majo
label.

SW: One last questiefflf you were asked tothesmeof the most innovativie thesplevho are out ahead of the
technology ddimeéhe music industry today, who w&uld they be

JE There arenany innovators in the music industnywhich | have great respect. If | had to name the
three who | believeave pushed the envelope of music technalogfiave significantly changed the way
artistsandlabels markeandselltheir music as well &g way music fandiscover anéxperiene musig |
would saysteve Jobat Apple,lan Rogerat Topspin Medh,andTim Westergreaf Pandora.

SW:Thanks again for your timeJeffiégenjoyed speaking with you and look forward to seeing how the music
evolves in the future

About Jeffrey Epstein

Jeffrey Epsteiis amultidimensionainusic industrgxecutivevith
overtwenty years afxperience and knowledtslife-long missiolis
assisting musiciaasd music companiaad helping themlevate
their fortunes and brandBuring his career, Jéfhs worked with
every majopowerhousand major independent labét hisrecent
role asvP of Business Develment and Artist Acquisition, Jeff
launchedind managed the dimyday operations of Elite Artist
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Services, a divisionBisc MakersAt Elite, he worked witlkestablished artstuch as Julian Lennon,
Ronnie Bector, WPA, & Sledo. He hagwelve years of optical media, custom packaging, maaketing
distribution experience the Sales & Marketing Director for Disc Makendew York CityJeffwas ao

the creator and exdiue producer of Disc Makers Independent Music World Sdriekfor over a decade
showcased the talentsowkr230 top independent artists in ten €iéiund the U.S. and awardeer
$1,500,000 iprizes Jeffhasworked asn advertising/marketing executiveegéndary music publications
Circus Magazine and Creem Magadimis arecording artist whalso owned and operated thigically
acclaimed indiebel, Cropduster Records. Heurrentt an independent consultant wogkvith leading
and emergingusic andmertainment brands includiRgverbNation, Topspin Medrudiolife and
Denon Electronics.

|

For access to the complete library of Research 2.00s Thought Leaders Interview, pleaise vis

http://www.research2zero.com/TL
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Appendix: A List and Brief Description of Emerging Music Companies
|

Digital Music Marketing/E -commerce:

Topspin Media: Atechnologyfocused direetio-fan marketing, nmagementand distribution platfornThe
companyhels artists manage their catalogs, connect with fans, and generate demand for music.
http://www.topspinmedia.com

Bandcamp A publishing platform for bantisatprovides tools thielp thermbuild fanbases.
http://bandcamp.com/

ReverbNation: Online music marketing platform used by over 500,000 artists, managers, record labels, and
venues tincreas¢heir reach, influence, andsimess across the interfigte companyprovides free and

affordable solutions to individual artists and the music industry professionals that support them in the areas
of web promotion, farelationship management, digital distribution, soeiia markeng, directo-fan e

commerce, fahehavior measurement, sentiment tracking, website hosting, and concert booking and
promotion. http://www.reverbnation.com/

Loudbytes. Providesrtists, record labels, andpmrate clients with physical solutions to distribute digital
music and medihe companyecently signed an agreement with musictiregpaigency Nielsen

SoundScan thastablishes a new framework for digital music downloads to be bundled and sold with a
almost endless variety of merchandise usindpytes download codes @sanline redemption platform.
http://loudbytes.com/

Nimbit : Powers the brand and business of thousands of successful artists by gittregeatbiéity to easily
market and sell their music and products (digital and physical) directly to fans, wherever they are.
http://www.nimbit.com/
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Streaming Radio:

Pandora An online music streaming platform based proprietary innovation called The Music Genome
Project (MGP). The MGP ke most comprehensive analysis of music ever undertaken, complied by a team
of fifty musiciaranalysts who listéo music one song at a time, studying and collecting litaradhgdis of

musical details on every sdigers can create up to 100 unique "stationsO and refine them based on listener
preferencesttp://www.pandora.com/

Last.fm: Last.fm is freemusic recommendation servicast.fm lets users effortledsdep a record of
what they listeto from any player. Based the listener@astes, Last.fm recommends more music and
concerts http://www.last.fm/

Spotify. A streaming music servicetthi@es users access to thousands of songs in the cloud.
http://www.spotify.com/int/newuser/

Rdio: A musicdiscovengervicehat workshrougha user@®sends and followers. Rdio works in the
browser on the desktop, and on Android, BlackBerry and iPhone smartphones. Rdio also provides music
downloads http://www.rdio.com/

Soundtrckr. A free music service that blends Internet radmal networking and locatiawareness.
http://www.soundtrckr.com/app/home

Digital Music Distribution:

TuneCore A largeand fast growingnusic distributor. Trent Reznor of Nine Inch Nails sums up what the
company does for artistsdabands:UseTuneCotegeyyoumusieverywherttp://www.tunecore.com/

CDBaby: A large online distributor of independent musitinded by Derek Sivers, the company was
acquired by Disklakerdnc. in 2008or $22 million. http://www.cdbaby.com/

The Orchard: An independent music and video distributor specializing in comprehensive digital strategies
for content ownershttp://w ww.theorchard.com/

INgrooves Isolation Network is a digital media distribution and technology company that provides various
software development, distribution and marketing services via its INgrooves and ONE Digital divisions.
http://www.ingrooves.com/

IODA: A digital media distribution company thaténeatalog of nearly two million tracks that is licensed to
more than 400 digital storefronts worldwide. IODA's retail partner network includes all mhjousiigita
services like iTunes, Amazon MP3 and MySpace dasinobile carriers and outlets such as Verizon
Wireless, Sprint and Nokiattp://www.iodalliance.com/

Amalgam Digital: Amalgam Digital is a musicatigery and community engagement platform. The
company OamalgamatesO the splintered music landscape by sourcing, developing and marketing music tale
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throughits webbased platform. Artists upload their music and become instant vendors thr&sgtifeD
store. AD also offers artists premium serggel asligital distribution, marketing and PR.
http://amalgamdigital.com

Guvera Delivers free music over the web through an innovatlvasad modelserssearchdr music
they want to listen tandthenselect thadvertising tand that will pay for each piece of midsershen
visita channel for the bramhdlisten to the music. While on the channel, dsgrsver other music
https://www.guvera.com/

Music Promotion:

Headliner.fm: A band and artistndorsed social media promotion exchange connecting bands and artists to
new fanshttp://headliner.fm/

FanBridge: Provides tools argkrvices thdtelpbands connect with fankttp://www.fanbridge.com/

OurStage A platform that lets artists and bands connect directly with fans. The platform fosters an ongoing
conversation between the musidia® music loveand the people who open doors for artists and bands.
http://www.ourstage.com/

SonicBids A place where any band from any genre anywhere in the world can come to find and connect
with any type of mgic promoter, licensor or broadcaster easily, effectively, and quickly.
http://www. sonicbids.com/

Digital Recording/Tools:

Indaba: A platform that offers tools and services that help musicians across all aspects of thir careers
from networking anddeication to production, promotion, and distributibtip://www.indabamusic.com/

Sound Cloud A platform thatéts users move musijgickly and easilgound Cloud@ktform takes the
daly hassle out of receiving, sharing & distributing music for artists, record labels & other music
professionalshttp://soundcloud.com/

Sound Ops An online mastering studio that offers a new generation of audidngastd specialty post
production to musiciansttp://www.soundops.com/
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