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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the Matter of:

Application Serial No. 78431602
For the Mark: NAPSTER MOBILE

Publication Date: May 17, 2005

SIGHTSOUND TECHNOLOGIES, INC.,

Opposer,

V.

NAPSTER, L.L.C.,

Applicant.

Commissioner of Trademarks

P.O. Box 1451

Arlington, Virginia 22313-1451

Opposition No. 91 165620

APPLICANT’S MOTION TO

CONSOLIDATE AND SUSPEND



Applicant Napster, LLC (“Applicant”) respectfully moves the Board to consolidate this

Opposition proceeding with two other, virtually identical TTAB proceedings that the Board

previously has ordered be consolidated and suspended, and further moves the Board to suspend

the instant Opposition proceeding pending the final disposition of civil litigation between the

parties.

In support of its Motion, Applicant states as follows. In this proceeding, SightSound

Technologies, Inc. (“Opposer”) opposes the registration of the mark NAPSTER MOBILE.

According to Opposer, the instant Opposition “is related to, and should be consolidated with,

Cancellation No. 92044347...and Opposition No. 91165017,” in which Opposer is seeking to

cancel or is opposing certain, other NAPSTER registrations. See Notice of Opposition at 1.1

Previously, in both Cancellation No. 92044347 and Opposition No. 91165017, Applicant

herein filed motions to stay, on the grounds that those proceedings involved issues that were the

subject of civil litigation between the parties pending before the United States District Court for

the Western District of Pennsylvania (the “District Court”) and the United States Bankruptcy

Court for the District of Delaware (the “Bankruptcy Court”).2 On July 13, 2005, over Opposer’s

objections, the Board granted Applicant’s stay motions and ordered Cancellation No. 92044347

and Opposition No. 91165017 be suspended pending final disposition of the District Court action

‘ Opposer’s Petition for Cancellation No. 92044347 and Opposition No. 91165017 are attached
as Exhibits 1 and 2, respectively, to the Zeller Declaration (“Ze1ler Dec1.”) submitted herewith.
2 Sg Zeller Decl., Exhs.’ 4 to 7 for Applications Petition for Stay, Reply In Further Support For

Petition For Stay, and accompanying Declarations and Exhibits in Cancellation No. 92044347.
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and litigation before the Bankruptcy Court.3 The Board further ordered that Cancellation No.

92044347 and Opposition No. 91165017 be consolidated.4

The instant Opposition proceeding should be stayed for the same reasons that the Board

previously determined warranted a stay of Cancellation No. 92044347 and Opposition No.

91165017. The instant proceeding also should be consolidated with Cancellation No. 92044347

and Opposition No. 91165017 on the same basis that the other two proceedings were

consolidated.

Applicant will not burden the Board by repeating here the briefing and evidence

submitted on the stay motions that were granted in Cancellation No. 92044347 and Opposition

No. 91 l65Ol7.5 Suffice it to say for present purposes, the instant Opposition is based on the

same grounds as, and is nearly identical to, Cancellation No. 92044347 and Opposition No.

91165017, which the Board already has suspended pending final disposition of the District Court

action and litigation before the Bankruptcy Court. In particular, in all three proceedings before

the Board, Opposer asserts that the transfer of ownership of the marks at issue was invalid, based

in part upon Applicant’s answer and counterclaims in the District Court action. gee Opposition,

111] 2, 4; see all Cancellation No. 92044347, 1H[ 2, 4; Opposition No. 91165017, 111] 2, 4. For this

reason, as the Board previously found with respect to Cancellation No. 92044347 and Opposition

No. 91165017, “the issues before the District Court in the civil case are clearly related to the

3 Zeller Decl., Exh. 3 (Order and Decision, dated July 13, 2005).4
Id.

5 A—full recitation of the factual and legal grounds supporting a stay of the related proceedings,
and thus a stay of this Opposition, are set forth in Exhibits 4 to 7 to the Zeller Decl.
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issues before the Board herein” and the District Court action “will have a bearing on the issues

before the Board.” Order and Decision, dated July 13, 2005, at 3.6

Additionally, in all three proceedings before the Board, Opposer alleges that the

NAPSTER marks at issue were not validly assigned to Applicant in bankruptcy proceedings.

E Opposition, 1] 5; s_e_e afl Cancellation No. 92044347, 1] 5; Opposition No. 91165017, ‘ll 5. As

the Board previously found with respect to Cancellation No. 92044347 and Opposition No.

91165017, because such issues “regarding the validity of the involved marks and their goodwill”

are the subject of on-going, contested motion practice before the Bankruptcy Court, “any such

determination will have a bearing on the issues before the Board in these proceedings.” Order

and Decision, dated July 13, 2005, at 4.

Applicant respectfully requests that its motion be granted and that the instant Opposition

(1) be consolidated with Cancellation No. 92044347 and Opposition No. 91165017 and (2) be

suspended pending final disposition of the District Court action and litigation before the

Bankruptcy Court.

" Indeed, since the time of the Board’s decision, Opposer herein has made even clearer that its

proceedings before the Board not only overlap with the District Court action, but were instituted
to circumvent a stay that the District Court had imposed. _S§ Zeller Dec., Exh. 8 (brief filed by

Opposer herein with the District Court on July 20, 2005 in which Opposer conceded (at page 7)
that “since the present litigation had been stayed . . ., SightSound sought recourse in the PTO”).
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Respectfully submitted,

Dated: Ju1y29, 2005 By: /4:,g... f f/—

QUINN EMANUEL URQUHART

OLIVER & HEDGES, LLP

Michael T. Zeller

Michael E. Williams

865 South Figueroa Street, 10th Floor

Los Angeles, California 90017

Telephone: (213) 443-3000

Facsimile: (213) 443-3100

Attorneysfor Applicant

Napster, LLC
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Proof of Service

I hereby certify that a true and complete copy of the foregoing Applicant's Motion To

Consolidate and Suspend has been served on William K. Wells by hand serving said copy on

July 25, 2005 to:

William K. Wells

Brian S. Mudge
Susan A. Smith

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 2204200

Fax: (202) 220-4201
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the Matter of:

Application Serial No. 78431602
For the Mark: NAPSTER MOBILE

Publication Date: May 17, 2005
Cancellation No. 91165620

DECLARATION OF MICHAEL T.

SIGHTSOUND TECHNOLOGIES, INC., ZELLER IN SUPPORT OF

APPLICANT’S MOTION TO

Opposer, CONSOLIDATE AND SUSPEND

V.

NAPSTER, LLC,

Applicant.

Commissioner of Trademarks

P.O. Box 1451

Arlington, Virginia 22313-1451

DECL. ISO MOTION TO CONSOLIDATE AND
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1, Michael T. Zeller, do hereby declare and state as follows:

1. I am a member of the State Bars of California, New York and Illinois and am

counsel for Napster, LLC in these proceedings and for Napster, LLC and Roxio, Inc. in

Sz'ghtSound Technologies, Inc. v. Roxio, Inc., and Napster, L.L.C., Civil Action No. 04-1549

(W.D. Pa.), and In re: Enco Recovery Corp. f/k/a/ Napster, Inc., No. 02-11573 (PJW) (Bankr. D.

Del.). I have personal knowledge of the facts stated herein and, if sworn as a witness, could and

would testify competently thereto.

2. A true and correct copy of Opposer’s Petition for Cancellation No. 92044347 is

attached hereto as Exhibit 1.

3. A true and correct copy of Opposer’s Opposition No. 91165017 is attached hereto

as Exhibit 2.

4. A true and correct copy of the Board’s July 13, 2005 Order suspending the

proceedings in Cancellation No. 92044347 and Opposition No. 91165017 is attached hereto as

Exhibit 3.

5. A true and correct copy of Applicant’s Petition for Stay in Cancellation No.

92044347 is attached hereto as Exhibit 4.

6. A true and correct copy of Applicant’s Reply in Further Support for Petition For

Stay in Cancellation No. 92044347 is attached hereto as Exhibit 5.

7. A true and correct copy of Applicant’s Declaration of Michael T. Zeller in

Support of Applicant’s Petition for Stay in Cancellation No. 92044347 is attached hereto as

Exhibit 6.

DECL. ISO MOTION TO CONSOLIDATE AND
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8. A true and correct copy of Applicant’s Supplemental Declaration of Michael T.

Zeller in Support of Applicant’s Petition for Stay in Cancellation No. 92044337 is attached

hereto as Exhibit 7.

9. A true and correct copy of excerpts of Opposer’s Brief in Support of its Motion

for Relief from Stay with Respect to Defamation Counterclaims, filed in SightSound

Technologies, Inc. v. Roxio, Inc. and Napster, L.L.C., Civil Action No. 04-549 (W.D. Pa.), is

attached hereto as Exhibit 8.

I declare under penalty of perjury under the laws of the United States of America that the

foregoing is true and correct.

Executed this 29th day of July, 2005, at Los Angeles, California.

/'
flat» I .

mchael T. Zeller

DECL. ISO MOTION TO CONSOLIDATE AND

04635/669234 2 SUSPEND
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the Matter of:

Trademark Registration No. 2575170

Registration Date: June 4, 2002
For the Mark: NAPSTER

Trademark Registration No. 2841431

Registration Date: May 11, 2004
For the Mark: NAPSTER

Trademark Registration No. 2843786

Registration Date: May 18, 2004
For the Mark: NAPSTER

Trademark Registration No. 2843405

Registration Date: May 18, 2004
For the Mark: NAPSTER & Design

SightSound Technologies, Inc.,

Petitioner,

V. Cancellation No.

Napster, LLC,

Respondent.

Commissioner of Trademarks

P.O. Box 1451

Arlington, Virginia 22313-1451

PETITION FOR CANCELLATION

Sightsound Technologies, Inc., a corporation organized under the laws of the State of

Delaware, having a place of business at 311 South Craig Street, Suite 205, Pittsburgh, PA 15213

(“Petitioner”), believes that it is or will be damaged by Registration Nos. 2575170, 2841431,

2843786, and 2843405, and hereby petitions to cancel the same, with knowledge concerning its

own actions and on information and belief concerning all other matters.



The name and address of the current owner of Registration Nos. 2575170, 2841431,

2843786, and 2843405 is Napster, LLC, a limited liability company organized under the laws of

the State of Delaware, with an address at 455 El Camino Real, Santa Clara, California 95050

(hereinafter referred to as “Respondent”).

As grounds for this Petition, it is alleged that:

1. Respondent is the owner of record of the marks listed in Registration Nos.

2575170, 2841431, 2843786, and 2843405 (the “Napster Marks”). Respondent acquired the

Napster Marks through assignments, from Napster, Inc. (the original Applicant) to Roxio, Inc.

(the parent of Respondent) and then from Roxio, Inc. to Respondent.

2. In a currently-pending federal court lawsuit between Petitioner and Respondent,

the Respondent filed counterclaims against Petitioner asserting causes of action for, inter alia,

trade libel, defamation, and commercial disparagement, allegedly arising from Petitioner’s

reference to the name Napster. More particularly, Respondent asserts that the following

statement is false: “Napster, whose name had been synonymous with the most well—known

violation of intellectual property rights . . . .”

3. Napster, Inc. (the original Applicant) was embroiled in a highly publicized battle

with the music industry arising from its operation of an Internet—based “service” that facilitated

rampant music piracy. Nearly twenty record companies sued Napster, Inc. for contributory and

vicarious copyright infringement and related causes of action, and this action was soon joined by

a class of music publishers. The court found a likelihood of success on the merits of the

copyright infringement claim and issued a preliminary injunction against Napster, Inc., and

stated in its opinion that Napster “contributed to illegal copying on a scale that is without

precedent...” A&M Records, Inc. v. Napster, Inc., 114 F. Supp. 2d 896, 927 (N.D. Cal. 2000).



(emphasis added). In upholding the injunction (with modification) against Napster, Inc., the

Ninth Circuit confirmed the rampant infringement that Napster, Inc. was engaged in:

Napster, by its conduct, knowingly encourages and assists the

infringement ofplaintiffs’ copyrights.

The district court . . . properly found that Napster materially

contributes to direct infringement.

Napster’s failure to police the system’s “premises,” combined

with a showing that Napsterfinancially benefits from the

continuing availability of infringingfiles on its system, leads to

the imposition of vicarious liability.

A&M Records, Inc. v. Napster, Inc., 239 F.3d 1004, 1020, 1022, 1024 (9th Cir. 2001) (emphasis

added). Thus, two federal courts have stated unequivocally that Napster, Inc. was an infringer of

intellectual property rights (namely, copyrights).

4. In asserting that the Napster name (and, hence, each of the Napster Marks) was

not associated with violation of intellectual property rights, Respondent has rejected the goodwill

associated with the prior user, Napster, Inc., including the reputation that Napster, Inc. earned for

facilitating copyright infringement on an unprecedented scale. As such, Respondent has

admitted that it acquired the Napster Marks without the goodwill associated with the business.

5. Trademarks cannot be validly assigned without the goodwill of the business. A

sale of a trademark divorced from its goodwill is an “assignment in gross,” which operates to

pass no rights to the purported assignee. Thus, the Napster Marks were not validly transferred

from Napster, Inc. to the Respondent (or to its parent, Roxio, Inc.). As the Napster Marks are no

longer used by the assignor, Napster, Inc., they have been abandoned. Accordingly, Registration

Nos. 2575170, 2841431, 2843786, and 2843405 are subject to cancellation.



6. Petitioner is being injured by the continued presence on the Principal Register of

Registration Nos. 2575170, 2841431, 2843786, and 2843405 because, inter alia, Petitioner’s fair

use rights to refer to the Napster name are being adversely affected by Respondent’s continued

registration of the Napster name as reflected in the registered Napster Marks.

7. Furthermore, the intent to use applications underlying Registration Nos. 2841431,

2843786, and 2843405 were improperly transferred in violation of 15 U.S.C. §l060. No

application to register a mark under Section l(b) of the Lanham Act, 15 U.S.C. §l05 l(b), shall

be assignable prior to the filing of an amendment under Section l(c), 15 U.S.C. §l05 l(c), to

bring the application into conformity with Section 1(a), 15 U.S.C. §l05l(a), or the filing of the

verified statement of use under Section l(d), 15 U.S.C. §l05 l(d), except for an assignment to a

successor to the business of the applicant, or portion thereof, to which the mark pertains, if that

business is ongoing and existing.

8. The applications underlying Registration Nos. 2841431, 2843786, and 2843405

were filed by Napster, Inc. based upon an intent to use the marks under Section l(b) of the

Lanham Act. These applications were still pending and no amendment to allege use (or

statement of use) had been filed when they were transferred by the original owner, Napster, Inc.,

to Roxio, Inc. (Napster, LLC’s parent) on November 27, 2002. To the extent that the business of

Napster, Inc. was ongoing and existing at the time of the assignment, Roxio, Inc. was not a

successor to the business of the original applicant, Napster, Inc. Accordingly, the applications

underlying Registration Nos. 2841431, 2843786, and 2843405 were void as of the date of

attempted assignment from Napster, Inc. to Roxio, Inc., and Registration Nos. 2841431,

2843786, and 2843405 are subject to cancellation.



9. These applications were again improperly transferred when, on June 13, 2003,

Roxio, Inc. transferred them to its subsidiary, Napster, LLC. On that date, the applications were

still pending and no amendment to allege use (or statement of use) had been filed. Accordingly,

Registration Nos. 2841431, 2843786, and 2843405 are subject to cancellation.

10. Finally, the assignment of Registration Nos. 2575170, 2841431, 2843786, and

2843405 was invalid under 15 U.S.C. §l060 as there has been a substantial change in the

services marketed and/or rendered under the Napster Marks, and, accordingly, there was no

transfer of the goodwill to which the marks pertained. Where a transferred mark is to be used on

a new and different product or service, any goodwill that the mark itself might represent cannot

legally be assigned. Respondent’s services under the Napster Marks are so different from the old

services that the goodwill was not legally assigned, and to allow continued use and registration

of the marks would work a deception upon the public. Whether the new service is better or

worse than the original is wholly immaterial; the substitution of one service for a different one

worked a forfeiture on whatever trademark rights Respondent attempted to acquire.

WHEREFORE, Petitioner prays this Petition for Cancellation be sustained in

favor of Petitioner and that Registration Nos. 2575170, 2841431, 2843786, and 2843405 be

canceled.

Please address all future communications regarding this cancellation to:

William K. Wells

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 220-4200

Fax: (202) 220-4201



Please charge the filing fees of $4,200.00, and any other fees associated with this

proceeding to Deposit Account 11-0600.

Respectfully submitted,

s/ William K. Wells

William K. Wells

Brian S. Mudge
Susan A. Smith

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 220-4200

Fax: (202) 220-4201

Counselfor Petitioner SightS0und Technologies, Inc.
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the Matter of:

Application Serial No. 78414770
For the Mark: NAPSTER LIGHT

Publication Date: March 29, 2005

SightSound Technologies, Inc.,

Opposer,

v. Opposition No.

Napster, LLC, '

Applicant.

Commissioner of Trademarks

P.O. Box 1451

Arlington, Virginia 22313-1451

NOTICE OF OPPOSITION

SightSound Technologies, Inc., a corporation organized under the laws of the State of

Delaware, having a place of business at 311 South Craig Street, Suite 205, Pittsburgh, PA 15213

(“Opposer”), believing it will be damaged by registration of the mark NAPSTER LIGHT

claimed in Serial No. 78414770 (the “Application”), hereby opposes the same, with knowledge

concerning its own actions and on information and belief concerning all other matters.

The listed name and address of the current owner of the Application is Napster, LLC, a

limited liability company organized under the laws of the State of Delaware, with an address at

455 El Camino Real, Santa Clara, California 95050 (the “Applicant”).

This opposition is related to, and should be consolidated with, Cancellation No.

92044347 filed by Opposer against the Applicant’s registrations for the NAPSTER marks.



As grounds for this opposition, it is alleged that:

1. Applicant is the owner of record of the mark listed in the Application (the

“Mark”). Applicant acquired the dominant element‘ of the Mark — NAPSTER — through

assignments, from Napster, Inc. (the original Applicant) to Roxio, Inc. (the parent of Applicant)

and then from Roxio, Inc. to Applicant.

2. In a currently—pending federal court lawsuit between Opposer and Applicant, the

Applicant filed counterclaims against Opposer asserting causes of action for, inter alia, trade

libel, defamation, and commercial disparagement, allegedly arising from Opposer’s reference to

the name Napster. More particularly, Applicant asserts that the following statement is false:

“Napster, whose name had been synonymous with the most well-known violation of intellectual

property rights . . . .”

3. Napster, Inc. was embroiled in a highly publicized battle with the music industry

arising from its operation of an Internet—based “service” that facilitated rampant music piracy.

Nearly 20 record companies sued Napster, Inc. for contributory and vicarious copyright

infringement and related causes of action, and this action was soon joined by a class of music

publishers. The court found a likelihood of success on the merits of the copyright infringement

claim and issued a preliminary injunction against Napster, Inc., and stated in its opinion that

Napster “contributed to illegal copying on a scale that is withoutprecedent. . .” A&M Records,

Inc. v. Napster, Inc., ll4 F. Supp. 2d 896, 927 (N.D. Cal. 2000). (emphasis added). In upholding

the injunction (with modification) against Napster, Inc., the Ninth Circuit confirmed the rampant

infringement that Napster, Inc. was engaged in:

1 The LIGHT component of the Mark is a weak and descriptive modifier of the primary
element, NAPSTER.



Napster, by its conduct, knowingly encourages and assists the
infringement ofplaintiffs’ copyrights.

The district court . . . properly found that Napster materially

contributes to direct infringement.

Napster’s failure to police the system’s “premises,” combined
with a showing that Napsterfinancially benefits from the

continuing availability of infringingfiles on its system, leads to

the imposition of vicarious liability.

A&M Records, Inc. v. Napster, Inc., 239 F.3d 1004, 1020, 1022, 1024 (9th Cir. 2001) (emphasis

added). Thus, two federal courts have stated unequivocally that Napster, Inc. was an infringer of

intellectual property rights (namely, copyrights).

4. In asserting that the Napster name (and, hence, the Mark, as the dominant element

thereof is NAPSTER) was not associated with violation of intellectual property rights, Applicant

has rejected the goodwill associated with the prior user, Napster, Inc., including the reputation

that Napster, Inc. earned for facilitating copyright infringement on an unprecedented scale. As

such, Applicant has admitted that it acquired the NAPSTER mark without the goodwill

associated with the business. Therefore, Applicant had no right to use the NAPSTER mark or

any variants thereof.

5. Trademarks cannot be validly assigned without the goodwill of the business. A

sale of a trademark divorced from its goodwill is an “assignment in gross,” which operates to

pass no rights to the purported assignee. Thus, the NAPSTER mark was not validly transferred

from Napster, Inc. to the Applicant (or to its parent, Roxio, Inc.). As the NAPSTER mark is no

longer used by the assignor, Napster, Inc., it has been abandoned. Accordingly, the Application,

which pertains to a close variant of the NAPSTER mark, should be rejected.



6. Opposer would be injured by the registration of the Application because, inter

alia, Opposer’s fair use rights to refer to the Napster name would be adversely affected by

Applicant’s registration of the NAPSTER mark as reflected in the Application.

7. Furthermore, the assignment of the NAPSTER mark from the original owner was

invalid under 15 U.S.C. §l060 as there has been a substantial change in the services marketed

and/or rendered under the Mark, and, accordingly, there was no transfer of the goodwill to which

the mark pertained. Where a transferred mark is to be used on a new and different product or

service, any goodwill that the mark itself might represent cannot legally be assigned.

Applicant’s goods under the Mark are so different from the prior services that the goodwill was

not legally assigned, and, accordingly, to allow registration of the Mark would work a deception

upon the public. Whether the new product is better or worse than the original service is wholly

immaterial; the substitution of a product for a different service worked a forfeiture on whatever

trademark rights Applicant attempted to acquire.

WHEREFORE, the Opposer prays that the Board reject Application Serial No.

78414770 and that registration of the Mark therein sought for the goods therein specified be

denied and refused, and that the Board sustain this opposition.

Please address all future communications regarding this opposition to the following

attorney of record for Opposer:

William K. Wells

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 220-4200

Fax: (202) 220-4201

email: wwells@kenyon.com



Please charge the filing fee of $300.00, and any other fees associated with this

proceeding, to Deposit Account 11-0600.

Respectfully submitted,

s/ William K. Wells

William K. Wells

Brian S. Mudge
Susan A. Smith

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 220-4200

Fax: (202) 220-4201

Counselfor Opposer SightS0und Technologies, Inc.
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UNITED STATES PATENT AND TRADEMARK OFFICE

Trademark Trial and Appeal Board
P.O. Box 1451

Alexandria, VA 22313-1451

11

Mailed: July 13, 2005

Opposition No. 91165017
Cancellation No. 92044347

SIGHTSOUND TECHNOLOGIES, INC.

v.

NAPSTER, LLC

Peter Cataldo, Attorney:

This case now comes before the Board for consideration

of the motions filed by Napster, LLC (in its capacity as

applicant in Opposition No. 91165017 and respondent in

Cancellation No. 92044347) to suspend the above referenced

proceedings pending the disposition of a civil action

involving the parties herein, as well as a bankruptcy

proceeding involving, inter alia, Napster, LLC. The motions

are fully briefed.1 The Board has carefully considered the

arguments of both parties with regard to the above motions.

However, an exhaustive review of those arguments would only

serve to delay the Board's disposition thereof. The Board

turns then to the motions to suspend.

1 In addition, Napster, LLC filed a reply brief with regard to
its motion for suspension in Cancellation No. 92044347 which the
Board has entertained. Consideration of reply briefs is

discretionary on the part of the Board. See Trademark Rule
2.l27(a).



Opposition No. 91165017 and Cancellation No. 92044347

Motions to Suspend

Napster, LLC has filed essentially identical motions to

suspend proceedings in both of the above Board cases pending

the outcome of (1) a civil action involving the parties

hereinz; and (2) a motion to reopen Chapter 11 case and

enforce sale order brought by Napster, LLC and its parent in

a Chapter 11 bankruptcy proceeding involving Napster, Inc.3

It is settled that whenever it comes to the attention

of the Board that one or more of the parties to a case

pending before it are involved in a civil action,

proceedings before the Board may be suspended until final

determination of the civil action. See Trademark Rule

2.117(a); and General Motors Corp. V. Cadillac Club Fashions

Inc., 22 USPQ2d 1933 (TTAB 1992). Suspension of a Board

case is appropriate even if the civil case may not be

dispositive of the Board case, so long as the ruling will

have a bearing on the rights of the parties in the Board

case. See Trademark Rule 2.117(a). See also, for example,

Martin Beverage Co. v. Colita Beverage Corp , 169 USPQ 568

(TTAB l97l).

2 Civil Action No. 04-1549, styled Sightsound Technologies, Inc.

v. Roxio, Inc. and Napster, L.L.C., was filed on January 25, 2005
in the United States District Court for the Western District of

Pennsylvania.

3 In re: Enco Recovery Corp. f/k/a Napster, Inc., No. 02-11573

(PJW) brought in the United States Bankruptcy Court for the
District of Delaware.



Opposition No. 91165017 and Cancellation No. 92044347

In this case, the parties to the instant opposition and

cancellation include the parties to Civil Action No. 04-

1549. In addition, Sightsound Technologies, Inc. asserts in

both its notice of opposition and petition for cancellation

that the transfer of ownership of the marks at issue herein

to Napster, LLC are invalid, based in part upon Napster,

LLC’s contentions in its answer and counterclaim in Civil

Action No. 04-1549. Thus, the issues before the District

Court in the civil case are clearly related to the issues

before the Board herein. Any determination or discussion of

Napster LLC’ rights to its involved marks in the civil

action will have a bearing on the issues before the Board.

Moreover, to the extent that a civil action in a Federal

district court involves issues in common with those in a

proceeding before the Board, the decision of the Federal

district court is binding upon the Board, while the decision

of the Board is not binding upon the court. See, for

example, Goya Foods Inc. V. Tropicana Products Inc , 846

F.2d 848, 6 USPQ2d 1950 (2d Cir. 1988); and American

Bakeries Co. V. Pan—O—Go1d Baking Co., 650 F Supp 563, 2

USPQ2d 1208 (D.Minn. 1986).

Further, in its motion to reopen and enforce sale order

in Chapter 11 Case No. 02-11573, Napster, LLC seeks a

determination regarding the validity of the assignment of

the involved marks and their goodwill to Napster, LLC and
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its parent.4 In accordance with the above discussion, any

such determination will have a bearing on the issues before

the Board in these proceedings.

In view of the foregoing, and in the interest of

judicial economy and consistent with the Board's inherent

authority to regulate its own proceedings to avoid

duplicating the effort of the court and the possibility of

reaching an inconsistent conclusion, proceedings herein are

suspended pending final disposition of (1) the civil action

involving the parties; and (2) Napster, LLC’s pending motion

to reopen and enforce sale order in Chapter 11 Case No. 02-

11573.

Within twenty days after the final determination of the

civil action and the bankruptcy proceeding, the interested

party should notify the Board so that this case may be

called up for appropriate action. During the suspension

period the Board should be notified of any address changes

for the parties or their attorneys.

Proceedings Consolidated

When cases involving common questions of law or fact

are pending before the Board, the Board may order the

consolidation of the cases. See Fed. R. Civ. P. 42(a);

Regatta Sport Ltd. V. Telux—Pioneer Inc , 20 USPQ2d 1154

4 It is noted in addition that Sightsound Technologies, Inc. has

submitted filings in opposition to Napster, LLC’s motion in the
bankruptcy proceeding.
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(TTAB 1991); and Estate of Biro V. Bic Corp., 18 USPQ2d 1382

(TTAB 1991). In determining whether to consolidate

proceedings, the Board will weigh the savings in time,

effort, and expense which may be gained from consolidation,

against any prejudice or inconvenience which may be caused

thereby. See, for example, Wright & Miller, Federal

Practice and Procedure: Civil 2d §2383 (1999); and Lever

Brothers Co. V. Shaklee Corp., 214 USPQ 654 (TTAB 1982).

Consolidation is discretionary with the Board, and may be

ordered upon motion granted by the Board, or upon

stipulation of the parties approved by the Board, or upon

the Board's own initiative.5 See, for example, Hilson

Research Inc. v. Society for Human Resource Management, 27

USPQ2d 1423 (TTAB 1993); and Regatta Sport Ltd. V. TeluX—

Pioneer Inc., 20 USPQ2d 1154 (TTAB 1991).

Inasmuch as the parties to the instant proceedings are

identical and the issues are substantially the same,

Opposition No. 91165017 and Cancellation No. 92044347 are

hereby consolidated.

The consolidated cases may be presented on the same

record and briefs. See Hilson Research Inc. v. Society for

Human Resource Management, supra; and Helene Curtis

5 It is noted that in its notice of opposition in Opposition No.

91165017, opposer asserts that the instant proceedings are
related and that consolidation with Cancellation No. 92044347 is

appropriate.
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Industries Inc. V. Suave Shoe Corp., 13 USPQ2d 1618 (TTAB

1989).

The Board file will be maintained in Opposition No.

91165017 as the “parent” case. As a general rule, from this

point on only a single copy of any paper or motion should be

filed herein; but that copy should bear both proceeding

numbers in its caption. Exceptions to the general rule

involve stipulated extensions of the discovery and trial

dates, and briefs on the case. See Trademark Rules 2.121(d)

and 2.128.

Despite being consolidated, each proceeding retains its

separate character and requires entry of a separate

judgment. See Wright & Miller, Federal Practice and

Procedure, supra. The decision on the consolidated cases

shall take into account any differences in the issues raised

by the respective pleadings; a copy of the decision shall be

placed in each proceeding file.
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Respondent Napster, LLC (“Respondent” or “Registrant”), by its counsel, respectfully

moves the Board to stay the instant proceedings pending the resolution of issues raised by

Petitioner SightSound Technologies, Inc. (“Petitioner”) in its Petition for Cancellation that are

currently before the United States Bankruptcy Court for the District of Delaware and the United

States District Court for the Western District of Pennsylvania.

In support of its Motion, Respondent states as follows. In these proceedings, Petitioner

seeks cancellation of four NAPSTER registrations, namely, Registration Nos. 2575170,

2841431, 2843786 and 2843405 (collectively, the “NAPSTER Registrations”). There are

pending civil actions that may bear on the issues before the Board and therefore warrant the entry

of a stay of these cancellation proceedings until the resolution of the relevant issues by the

courts.

First, on June 3, 2002, Napster, Inc. and its subsidiaries (collectively, “Napster, Inc.”)

filed voluntary petitions for reliefunder Chapter 1 1 of Title 11 of the United States Code in the

Bankruptcy Court of the District of Delaware (the “Bankruptcy Court”).1 After several months

of collaborative efforts by the Bankruptcy Court, the appointed Bankruptcy Trustee, and the

Official Committee of Unsecured Creditors, an Asset Purchase Agreement was entered into

between Napster, Inc. and Roxio, Inc. (“Roxie”), which is Respondent’s parent. The Asset

Purchase Agreement provided for Roxio’s acquisition of substantially all of Napster, Inc.’s

tangible and intangible assets, including the marks, good will and rights underlying the

NAPSTER Registrations (whether as an issued registration or as then-pending Intent to Use

 

' The facts stated herein are supported by and set forth in greater detail in the Motion to Reopen
Chapter 11 Case and Enforce Sale Order and its accompanying exhibits, attached as Exhibit 1 to
the Zeller Declaration (“Zeller Decl.”) submitted herewith.
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applications). On November 27, 2002, afier notice and a lengthy hearing at which multiple

parties appeared, the Bankruptcy Court entered a Sale Order approving the Asset Purchase

Agreement.

The Petition for Cancellation is specifically predicated on the alleged invalidity of the

assignment of the NAPSTER Registrations that had been accomplished in the Bankruptcy Court,

pursuant to the Bankruptcy Court’s Sale Order on November 27, 2002. §_e_e Petition, 111] 5, 7-8.

Indeed, eliminating any question that Petitioner is attacking the Bankruptcy Court’s Sale Order

in these proceedings, the Petition for Cancellation identifies the allegedly unlawful transfer of the

challenged ITU applications as ha\n'ng occurred "when they were transferred by the original

owner, Napster, Inc., to Roxio, Inc. (Napster, LLC’s parent) on November 27, 2002"--the date of

the Bankruptcy Court’s Sale Order approving their transfer pursuant to the Asset Purchase

Agreement. Petition, 1[ 8 (emphasis added).

Because Petitioner has collaterally attacked the validity of the Bankruptcy Court’s Sale

Order and the Asset Purchase Agreement that it approved, Respondent and Roxio filed a Motion

to Reopen Chapter 11 Case and Enforce Sale Order (the “Motion”) on May 20, 2005. (Zeller

Decl., Exh. 1.) The Motion was served on Petitioner herein on May 20, 2005. (lg, 11 2.) Among

other things, the Motion seeks to reopen the Bankruptcy Court case and seeks an Order by the

Bankruptcy Court enforcing the terms of the Sale Order, including with respect to the NAPSTER

Registrations at issue in the Petition for Cancellation. (Zeller Decl., Exh. 1, 14-19.) As a result,

the validity of the assignment that Petitioner challenges in these proceedings is at issue in the

Motion before the Bankruptcy Court. (Q)
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Second, issues raised by the Petition for Cancellation also are the subject of another

pending civil action between the parties. On January 25, 2005, Petitioner sued Respondent and

Roxio in the United States District Court for the Western District of Pennsylvania (the “District

Court”) in an action for ostensible patent infringement entitled SightSound Technologies, Inc. v.

Roxio, Inc. and Napster, L.L.C., Case No. 04-1549. (Zeller Decl., Exh. 2.) Respondent and

Roxio filed an Answer and Counterclaims, as well as a First Amended Answer and

Counterclaims. (I_d., Exh. 3.) The Fourth through Ninth Counterclaims for Relief allege, among

other things, that Petitioner’s issuance of a press release stating that the Napster “name” is

“synonymous with the most well-known violation of intellectual property rights” constituted

unfair competition, trade libel, defamation, commercial disparagement, breach of contract and

intentional interference with prospective contractual relations. (LCL) Although the action in the

District Court is currently stayed pending the Patent Office’s re-examination of the patents

asserted by Petitioner in the District Court suit, the action remains pending before the District

Court. (Zel1er Decl., 1] 4.)

The Petition for Cancellation reveals that it overlaps with, and duplicates, issues that are

pending before the District Court. The Petition for Cancellation acknowledges that

Respondent’s Counterclaims in the District Court “allegedly aris[e] from Petitioner’s reference

to the name Napster” and relies on Respondent’s Counterclaims filed in the District Court as a

basis for cancellation here. Petition for Cancellation, 111] 2, 4. Furthermore, Petitioner filed with

the District Court on February 1 1, 2005 a motion to dismiss that puts at issue, in largely identical

language, matters asserted in the Petition for Cancellation. Thus, Petitioner’s motion to dismiss

in the District Court recites the same allegations Petitioner makes in paragraph 3 of the Petition
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for Cancellation. (Zeller Decl., Exh. 4, at 1-2.) Furthermore, Petitioner’s motion to dismiss

presents to the District Court the same assignment-in-gross arguments that are alleged in

paragraphs 4 and 5 of the Petition for Cancellation. (Zeller Decl., Exh. 4, at 7-8.)2

Because the issues currently before the Bankruptcy Court and the District Court may

have an effect on issues raised in the Petition for Cancellation, the instant proceedings should be

stayed pending the courts’ determinations. The Board’s usual practice of staying its proceedings

pending the outcome of a court action that may have a bearing on the issues before the Board, as

is the situation here, is codified at 37 C.F.R. § 2.1 l7(a):

“Whenever it shall come to the attention of the Trademark Trial and Appeal Board that a

party or parties to a pending case are engaged in a civil action or another Board

proceeding which may have a bearing on the case, proceedings before the Board may be

suspended until termination of the civil action or other Board proceeding.”

53 Trademark Trial and Appeal Board Manual of Procedure § 510.02(a) (“[o]rdinarily, the

Board will suspend proceedings in the case before it if the final determination of the other

proceeding will have a bearing on the issues before the Board.”). E a_l_s_o The Other Telpphone

Co. v. Connecticut Nat’l Telephone Co., 181 U.S.P.Q. 779, 781-82 (Comm’r of Patents 1974);

Townley Clothes, Inc. v. Goldring, Inc., 100 U.S.P.Q. 57, 58 (Comm’r of Patents 1953) (“it is

deemed the sounder practice to suspend the [Trademark] Office proceedings pending termination

of the Court action.”).

The most logical and efficient course of action is for the Board to suspend these

proceedings until the Bankruptcy Court and the District Court resolve the issues that Petitioner

2 The District Court has not yet ruled on Petitioner’s motion to dismiss in those proceedings.

(Zel1er Decl.,1] 5.)
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also asserts here. Respondent respectfully requests that the Board grant its motion and stay the

instant cancellation proceedings pending the completion of the relevant proceedings before the

Bankruptcy Court and before the District Court.

Respectfully submitted,

Dated: May 24,2005 By: 11.5» gl

QUINN EMANUEL URQUHART
OLIVER & HEDGES, LLP

Michael T. Zeller

Michael E. Williams

865 South Figueroa Street, 10th Floor

Los Angeles, California 90017

Telephone: (213) 443 -3000
Facsimile: (213) 443-3100

Attorneysfor Respondent

Napster, LLC
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Proof of Service

I hereby certify that a true and complete copy of the foregoing Respondent and Registrant

Napster, LLC’s Petition for Stay has been served on William K. Wells by mailing said copy on

May 24, 2005, via First Class Mail, postage prepaid to:

William K. Wells

Brian S. Mudge
Susan A. Smith

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 220-4200

Fax: (202) 220-4201

/4 AW‘
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Introduction

The circumstances here amply warrant a stay, and Petitioner is not being candid with the

Board. The Petition for Cancellation is based upon, and overlaps with, counterclaims that

Respondent filed in a suit pending before the United States District Court for the Western

District of Pennsylvania. Indeed, Petitioner now has admitted that the Petition for Cancellation

involves issues “already” before the Pennsylvania District Court and that it brought the Petition

as a strategic counter-strike in response to those counterclaims. Although Petitioner suggests

that this cancellation action should proceed anyway because the Pennsylvania District Court suit

is stayed for the time being, that contention is unsupported by law or logic. Any rulings by the

Board will not be binding on the District Court, so both the Board’s and the parties’ resources

will be wasted by litigating here issues that will have to be relitigated in the Pennsylvania

District Court when the stay there is lifted. Furthermore, any grievance Petitioner allegedly has

about the District Court’s stay can and should be addressed to that Court. What Petitioner surely

may not do, however, is seek to circumvent the District Cour1’s stay Order by prosecuting a

duplicative proceeding in this forum — which is precisely what Petitioner attempts here.

The Petition does not stop at just raising issues that were already joined in the

Pennsylvania District Court and that remain pending there, however. It also collaterally attacks

the Order of yet another Court by alleging that the Board should cancel the NAPSTER

Registrations because their transfer pursuant to a Sale Order of the United States Bankruptcy

Court for the District of Delaware was invalid. Since that Court is best situated to construe its

own orders and is familiar with the bankruptcy’s voluminous record, Respondent filed a motion

in the Bankruptcy Court on May 20, 2005 to enforce the Sale Order and the Asset Purchase
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Agreement that the Court had approved.’ By that motion, Respondent and its parent, Roxio,

lnc., have asked the Bankruptcy Court to determine that the Sale Order and Asset Purchase

Agreement mean what they say: that notwithstanding the Petition for Cancellation’s allegations,

the Registrations and their good will were validly assigned in the bankruptcy proceedings.

In opposing the present stay motion, Petitioner argues that there is no indication that the

Bankruptcy Court will consider the relief requested by Respondent and that the Petition for

Cancellation does not challenge the Bankruptcy Court’s Sale Order. Even apart from the fact

that the allegations of the Petition contradict the latter assertion, as discussed below the

Bankruptcy Court expressly stated at an initial hearing on June 13, 2005 that the Petition does

challenge the effect of the Bankruptcy Court’s Sale Order and indicated that such issues will be

determined by the Bankruptcy Court at a future hearing currently set for August 2005.

Because matters pending before the District Court and the Bankruptcy Court clearly may

have a bearing on issues raised by the Petition, the most efficient, appropriate course is to stay

this proceeding until the other actions are completed.

Argument

A. The Petition Raises Issues Pending Before The Bankruptcy Court

Petitioner initially argues that the Petition for Cancellation “is not attacking the

[Bankruptcy Court’s] Sale Order, but instead seeks a determination of Napster’s trademark rights

subsequent to the acquisition.” Opp., pp. 3-4.2 However, it cannot be seriously disputed that the

‘ A copy of the Motion to Reopen Chapter 1 1 Case and Enforce Sale Order is Exh. 1 to the
Declaration of Michael T. Zeller in support of Respondent and Registrant Napster, LLC’s
Petition for Stay, dated May 24, 2005 and previously filed (“S/24/05 Zeller Dec.”).
2 As supporting “proof,” Petitioner attaches the objections that it had filed with the Bankruptcy
Court in response to Respondent’s motion. Petitioner also claims that Respondent’s motion in
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Petition explicitly challenges the validity of the assignment of the NAPSTER Registrations from

Napster, Inc., the original registrant, that had been approved by the Bankruptcy Court’s Sale

Order on November 27, 2002. Indeed, the Petition specifically alleges that (i) “the Napster

Marks were not validly transferred from Napster, Inc.”—-the Debtor in the bankruptcy case--to

Roxio (and subsequently to Respondent) because Roxio purportedly had “acquired the Napster

Marks without the goodwill associated with the business”3 and (ii) the NAPSTER ITU

Applications “were void as of the date of attempted assignment from Napster, Inc.”--which is

specifically identified as having occurred “on November 27, 2002,” i.e., the date of the

Bankruptcy Court’s Sale Order--because Roxio was “not a successor” of Napster, lnc.’s

business.4

More importantly, the Bankruptcy Court has already considered and rejected Petitioner’s

claim that it has not attacked the Sale Order in the Petition for Cancellation and stated on the

record at a hearing on June 13, 2005 that the Petition in fact does challenge the Sale Order: 5

MS. UHLAND [bankruptcy counsel for Respondent and Roxio, Inc.]: . . . But
[there is] really only one fundamental question, which is were the good will and the
[NAPSTER] marks transferred [in the bankruptcy proceedings]? And a clarifying order
or an order enforcing [this] from [the] Court, we think is in the best interest of the entire
process to streamline that.

We also think it’s necessary because notwithstanding [SightSound’s] statements

in the objection, that they're not attacking the sale order, the actual pleadings in
TTAB, which we ’ve cited to in our reply, do state without clarifying the - that it was
past sale [conduct] or not, that these assets were not validly transferred to Roxio.

Therefore, we do --
 

the Bankruptcy Court “is currently being briefed and is scheduled for oral argument on August
15, 2005.” Opp., p. 4. As explained below, these assertions are false or misleading at best.

3 Petition at 111] 4, 5 (emphasis added).
" Petition at 1] 8 (emphasis added).
5 A copy of the Transcript of Motion to Reopen and Enforce Sale Order is attached as Exh. A to
the Supp. Dec]. of Michael T. Zeller, dated June 30, 2005 and filed herewith (“Supp. Zeller
Dec”).
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THE COURT: Well, I see from the petition they clearly make that allegation.

And they’re making it now.

MS. UHLAND: And they are now -- and the_v are -- on this new argument,

they’re making it now.
THE COURT: Yes.°

Petitioner’s second argument is that “there is no indication that the Bankruptcy Court”

will consider the relief requested by Respondent and that Petitioner has “strongly contested” the

motion to reopen “on numerous procedural and substantive grounds.” Opp., p. 4. Petitioner

proceeds to claim that Respondent cannot “meet [the] burden" to “convince the Bankruptcy

Court” to consider the relief it has sought. Id; The Bankruptcy Court, however, also considered

and squarely rejected Petitioner’s “procedural” arguments and determined that it would consider

the relief requested by Respondent:

MR. MINUTI [counsel for SightSound]: . . . Number 1, I don’t they’ve
established cause to open up this bankruptcy case;

I don’t think there’s subject matter jurisdiction to enter the relief they seek, which

is an injunction against my client;

I don’t think they can obtain an injunction by way of a motion . . . .
THE COURT: Well, let me just cut you [off] on the procedural issue. I had a

very, very similar situation in the Chapter ll case about three years ago, I think, maybe
three, four years ago. Cellnet. Cellnet sold to Schlumberger all its going business assets.
And that included a contract that the debtor had with -- with a public utility, I think, in

Minnesota. And two or three years after the case was closed, Schlumberger came back
and asked me to enforce the sale order because the utility in Minnesota was engaged in an

arbitration dispute with Schlumberger. And alleged certain contractual defaults which
were pre-petition defaults and wanted me to rule -- and there are a lot of issues involved
in the arbitration. And wanted me to rule as to what issues in the arbitration were barred

by the sale order. And I denied their request. They took an appeal to the District Court,

6 Id., Exh. A at 2023-18 (emphasis added). Petitioner’s “new argument” to which the Court and
counsel referred also confirms what Petitioner continues to deny here, namely, that its challenge

to the NAPSTER Registrations does implicate the Bankruptcy Court’s prior proceedings. At the
June 13 hearing, Petitioner began arguing that the bankruptcy sale did not transfer to Roxio the
intellectual property rights relating to Napster, Inc.’s business at all. Li, Exh. A at 11:5-21,
1416-8, 17:1-25. It is this “new argument” that will be aired at the further hearing set for August
15, 2005 in the Bankruptcy Court. I_d., Exh. A at 18:19-24, 21:5-22:21.
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and the District Court reversed and said to me, you tell the parties what’s in and what’s
out. I think we have the same case here.7

Removing any remaining doubt that Petitioner’s opposition to this stay motion is without

merit, its recent discovery requests further establish that the Petition for Cancellation raises

issues pending before the Bankruptcy Court by challenging the assignment of the NAPSTER

Registrations and their good will that had been approved by the Bankruptcy Court. Petitioner's

document requests in this cancellation proceeding demand, for example:

0 “All documents referring or relating to the bankruptcy proceeding involving the Old
Napster, including all submissions filed by Respondent with the Bankruptcy Court
and all orders issued by the Bankruptcy Court related to Respondent’s acquisition
of assets from Old Napster.”8 (Petitioner defines the “Bankruptcy Court” in the
Requests as “the U.S. Bankruptcy Court for the District ot‘Delaware.”).9

0 “All documents, agreements, submissions, court filings, bankruptcy papers and other
materials related to the acquisition of the Napster Marks."m

0 “All documents referring or relating to Respondent’s acquisition of assets from the Old
Napster, including assets other than the Napster Marks.”

0 ‘‘All documents referring or relating to the purchase price paid by Respondent for Old
Napster’s assets.”'2

0 “All documents referring or relating to press coverage of Old Napster’s bankruptcy,
including Respondent’s bidding for and acquisition of Old Napster’s assets.”'3

0 “All documents referring or relating to offers or bids made by Respondent for Old
Napster’s assets.”'4

7 Q, Exh. A at 714-811 1.

3 Supp. Zeller Dec., Exh. B (Petitioner’s First Requests for Production of Documents (“RFP”),
Request No. 8 (emphasis added)).
" E. (Petitioner’s RFP, at 2 (incorporating Interrogatory definitions by reference)); Supp. Zeller
Dec., Exh. C (Petitioner’s First Set of lnterrogatories, Definition N).
'° Supp. Zeller Dec., Exh. B (Petitioner’s RFP, Request No. 26).
" E. (Petitioner’s RFP, Request No. 7 (emphasis added)).
‘2 1_q. (Petitioner’s RFP, Request No. 10).

‘3 l_d. (Petitioner’s RFP, Request No. 12).

"‘ l_d_. (Petitioner’s RFP, Request No. 9).
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o “All documents referring or relating to Respondent’s decision to acquire any of the assets
of Old Napster, including the Napster marks.”'5

Similarly, Petitioner's interrogatories in this cancellation proceeding seek discovery on

matters pending before the Bankruptcy Court. For example, one of Petitioner's interrogatories

seeks the identity of “the person(s) most knowledgeable regarding the Napster Transaction,”'6

which Petitioner defines as “your acquisition of assets from the Old Napster, through the

bankruptcy proceeding involving the Old Napster, by agreement (including the Asset

Purchase Agreement dated 11/15/02) or otherwise.”'7 Other such interrogatories include:

0 ‘‘Identify all of the assets Respondent acquired from the Old Napster and the amount
Respondent paid for each and the date(s) of transfer.”'8

0 “Identify the person(s) who participated in the acquisition of Old Napster’s assets and
identify all documents referring or relating thereto.” 9

0 “Identify all of the assets that made up the ‘then-existing business’ of Old Napster
referred to in paragraphs 7, 8 and 16 of the Answer.”2°

0 “Identify the goodwill in the Napster Marks that Respondent allegedly acquired from Old.,2

Napster and its value at the time of the acquisition.

In sum, the validity of the assignment that Petitioner challenges in this cancellation

proceeding is also squarely, and undeniably, at issue in the Bankruptcy Court ~— a conclusion

clearly agreed with by the Bankruptcy Court. A stay is therefore appropriate here until the

Bankruptcy Court has completed its work.

'5 l_d. (Petitioner’s RFP, Request No. 6).

"’ Supp. Zeller Dec., Exh. C (Petitioner’s Interrogatory No. 5).
'7 l_d. (Petitioner’s lnterrogatories, Definition M).
'8 Q. (Petitioner’s Interrogatory No. 4).

'9 lg. (Petitioner’s Interrogatory No. 2).

mm. (Petitioner’s Interrogatory No. 16).
" lc_l. (Petitioner’s Interrogatory No. 6).
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B. The Petition Raises Issues Already Before The Pennsylvania District Court

The Board also should issue a stay pending disposition of Petitioner’s counterclaims in

the Pennsylvania District Court because additional issues raised by the Petition for Cancellation

— namely, the alleged post-bankruptcy sale conduct of Respondent and Roxio — overlap with the

District Court proceedings.” Petitioner does not seriously contest the duplication of issues on

this score. Instead, Petitioner argues that no stay should be ganted because Petitioner has not

filed an answer to the counterclaims in Pennsylvania and relies on § 510.02(a) of the TBMP for

the proposition that “absent consent of the parties, it is improper for TTAB to stay a case where

the issues in the other proceeding have not been joined[.]” _S_g Opposition, p. 4.

However, as that provision states on its face, a stay is inappropriate “only in those cases

where there is no stipulation to suspend and it is not possible for the Board to ascertain, prior to

the filing of an answer in one or both proceedings, whether the final determination of the other

proceedings will have a bearing on the issues before the Board.” TBMP § 510.02(a) (emphasis

added). Not only does Petitioner’s pending motion to dismiss Respondent’s counterclaims in the

District Court indeed “join” the issues, but even without an answer Petitioner’s own admissions

conclusively show that the District Court proceedings may bear on issues before the Board.

Specifically, in its arguments to the Bankruptcy Couit, Petitioner acknowledged the

overlap between the Pennsylvania District Court action and the Petition for Cancellation. It

 

" To be clear, the Petition overlaps with the action in the Pennsylvania District Court and the
motion before the Bankruptcy Court in different respects. The issues raised by the Petition’s
challenge to the assignment of the Registrations and their good will in the bankruptcy
proceedings is currently pending before the Bankruptcy Court. The issues raised by the
Petition’s reliance on post-bankruptcy conduct are before the Pennsylvania District Court (but
not the Bankruptcy Court). It is for this reason that a stay pending resolution of both court
actions is appropriate.
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stated, for example, that “the issue joined between Roxio and Sightsound is the impact under

substantive trademark law of Roxio’s post-sale conduct with respect to the NAPSTER

trademark, which is an issue properly (and already) before the US. District Court for the

Western District ofPennsylvania . . . and the US. Patent and Trademark Office”. Objection to

Motion to Reopen, 11 2 (emphasis added);23 se_e_al_s9 i_d_., 11 18 t“Indeed, the issues are already

pending in two other forums — the Pennsylvania District Court and the TTAB.”).

As Petitioner also has admitted, the Petition for Cancellation is based upon Respondent’s

counterclaims pending before the Pennsylvania District Court. Fhus, according to Petitioner, it

brought this proceeding “to cancel Roxio’s trademark registrations for the Napster mark on the

basis of Roxio’s position in the Pennsylvania District Court action”. l_d_., 1[ 11 (emphasis

added). Elsewhere, Petitioner stated that its claims in the Petition “arise through Roxio’s post-

sale rejection of the goodwill associated with the NAPSTER mark as evidence by its Defamation

Claims against Sightsound” in the Pennsylvania District Court. E, 1] 35 (emphasis added).

Indeed, Petitioner has acknowledged that it filed the Petition for Cancellation as a

reactive proceeding to Respondent’s counterclaims in the Pennsylvania District Court. As

Petitioner’s counsel has conceded, “we thought our [TTAB] petition was clear that we were

basing it on their comments in the [Pennsylvania] defamation action. That’s why we brought the

petition to cancel the trademarks.”24 Or, as Petitioner has also put it, “In the TTAB Petition

proceeding, SightSound seeks only to defend itself by forcing Roxio to choose between its

trademark registrations and its defamation claims”. LL, 1] 34.

2‘ A copy of Petitioner’s Objections to the Motion to Reopen is I-Ixh. D to the Supp. Zeller Dec.
2‘ Supp. Zeller Dec., Exh. A at 11:24-12:2.
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Petitioner argues that its motion to dismiss the counterclaims renders it unclear whether

the Pennsylvania District Court will adjudicate matters bearing on the issues before the Board.

That contention fails. As demonstrated above, Petitioner has repeatedly admitted the overlap

between this proceeding and the District Court action, even to the point of acknowledging that

the Petition is based upon the Pennsylvania suit. Additionally, the motion to dismiss itself raises

issues that may bear on issues raised by the Petition for Cancellation. As shown in the stay

motion, and as is undisputed, Petitioner’s motion to dismiss the counterclaims relies on the same

allegations set forth in paragraphs 3, 4 and 5 of the Petition.”

Petitioner decries the Pennsylvania District Court’s decision to stay the case pending

before it, but that is of no moment. A stay of this proceeding will be the most efficient course

because of the non-binding effect of TTAB’s rulings on district courts. ggn The Other

Telephone Co. v. Connecticut Nat’l Telephone Co., 181 U.S.P.(). 779, 782 (Comm’r of Patents

1974) (“while a decision of a Federal District Court would be binding on the [PTO], a decision

by the Trademark Trial and Appeal Board would be merely advisory with respect to the

disposition of issues presented in a Federal District Court”). Litigation in this forum thus would

be a waste of the Board’s (and the parties’) resources because, once the District Court stay is

lifted, the same issues will be re-litigated by the parties in Pennsylvania anyway.

If anything, the Pennsylvania District Court’s stay underscores the appropriateness of a

stay of these cancellation proceedings. The proprietary of the District Court’s stay is for that

Court to determine, not for Petitioner to unilaterally circumvent by filing duplicative

proceedings. Yet, that is what Petitioner attempts here. As Petitioner has conceded, the Petition

25 5/24/05 Zeller Dec., Exh. 4, at 1-2, 7-8.
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for Cancellation is based upon and in reaction to Respondent’s Pennsylvania counterclaims.

And, for good measure, Petitioner now has propounded in this cancellation proceeding document

requests and interrogatories that demand discovery regarding the “reputation” of the “Old

Napster” and thus seek discovery on Respondent’s counterclaims in the Pennsylvania action, in

defiance of the District Court’s stay Order.“ Petitioner’s stratagem should not be countenanced

by the Board. CL Shmuel Shmueli Bashe Inc. v, Lowenfeld, 68 F. Supp. 2d 161, 165-66 .*__.

(E.D.N.Y. 1999) (noting in analogous context that where duplicative litigation has been brought

to skirt the Order of another court, "it should hardly need saying that the court where the

duplicative action is brought may not lend its hand to the advancement of such tactics.").27

The most appropriate, and efficient, course of action is to stay the current proceeding.

Respectfully submitted,

Dated: June 30,2005 By: Z113»... K ,—QUINN EMANUI«:1?iiRQUHART
OLIVER & HEDGES, LLP

Michael T. Zeller

Michael E. Williams

865 South Figueroa Street, 10th Floor

Los Angeles, California 90017

Telephone: (213) 443-3000
Facsimile: (213) 443-3100

Attorneys for Respondent

Napster, LLC

 

2° 1;g_., Supp. Zeller Dec., Exh. B (Petitioner’s RFP Nos. 1, 23, 24) & Exh. C (Petitioner’s
Interrogatory Nos. 26, 27)
27 Also hollow are Petitioner’s contentions that the present stay motion is an attempt to avoid
having any forum adjudicate the Petition’s spurious allegations. The point of this motion is that
those issues should be decided by the Courts where those issues are pending. Asking that the
most efficient forum decide a question is scarcely an effort to avoid a merits determination. Nor
does Petitioner cite authority for the proposition that it is at liberty to institute duplicative

proceedings here merely because it prefers a schedule different from the one adopted by the
Pennsylvania District Court, let alone so that Petitioner can evade the stay Order of that Court.
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Proof of Service

I hereby certify that a true and complete copy of the foregoing Respondent and Registrant

Napster, LLC’s Petition for Stay has been served on William K. Wells by mailing said copy on

June 30, 2005, via First Class Mail, postage prepaid to:

William K. Wells

Brian S. Mudge

Susan A. Smith

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel.: (202) 220-4200

Fax: (202) 220-4201  
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the Matter of:

Trademark Reg. No.

Registration Date:
For the Mark:

Trademark Reg. No.

Registration Date:
For the Mark:

Trademark Reg. No.

Registration Date:
For the Mark:

Trademark Reg. No.

Registration Date:
For the Mark:

2575170

June 4, 2002
NAPSTER

2841431

May 11, 2004
NAPSTER

2843786

May 18, 2004
NAPSTER

2843405

May 18, 2004

NAPSTER & Design

SIGHTSOUND TECHNOLOGIES, INC.,

Petitioner,

V.

NAPSTER, L.L.C.,

Respondent.

 
Commissioner of Trademarks

P.O. Box 1451

Arlington, Virginia 22313-1451

0463S/652400

Cancellation No. 92044347

DECLARATION OF MICHAEL T.

ZELLER IN SUPPORT OF

RESPONDENT AND REGISTRANT

NAPSTER, LLC’S PETITION FOR
STAY

DECL. ISO PETITION FOR STAY



1, Michael T. Zeller, do hereby declare and state as follows:

1. I am a member of the State Bars of California, New York and Illinois and am

counsel for Napster, LLC in these proceedings and for Napster, LLC and Roxio, Inc. in

SightSound Technologies, Inc. v. Roxio, Inc., and Napster, L.L.C., Civil Action No. 04-1549

(W.D. Pa.), and In re: Enco Recovery Corp. f/k/a/Napster, Inc., No. 02-11573 (PJW) (Bankr. D.

Del.). I have personal knowledge of the facts stated herein and, if sworn as a witness, could and

would testify competently thereto.

2. On May 20, 2005, Respondent and Roxio filed a Motion to Reopen Chapter 11

Case and Enforce Sale Order (“the Motion”) in In re: Enco Recovery Corp. f/k/a/ Napster, Inc.

A true and correct copy of the Motion and its accompanying exhibits are attached hereto as

Exhibit 1. The Motion was served on Petitioner herein on May 20, 2005. Among other things,

the Motion seeks to reopen the Bankruptcy Court proceedings and seeks an Order by the

Bankruptcy Court enforcing the transfer of assets, including the four NAPSTER Registrations at

issue in the Petition for Cancellation. As a result, the validity of the assignment that Petitioner

challenges in these proceedings is at issue in the Motion before the Bankruptcy Court.

3. On January 25, 2005, Petitioner sued Respondent and Roxio in the United States

District Court for the Western District of Pennsylvania (the “District Court”) in an action for

ostensible patent infringement entitled SightSound Technologies, Inc. v. Roxio, Inc. and Napster,

L.L.C., Case No. 04-1549. A true and correct copy of the Complaint in that action is attached

hereto as Exhibit 2. Respondent and Roxio filed an Answer and Counterclaims, as well as a First

Amended Answer and Counterclaims. A true and correct copy of the original and First

Amended Answer and Counterclaims are attached hereto as Exhibit 3.
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4. The Fourth through Ninth Counterclaims for Relief in the First Amended Answer

and Counterclaims allege, among other things, that Petitioner’s issuance of a press release stating

that the Napster “name” is “synonymous with the most well-known violation of intellectual

property rights” constituted unfair competition, trade libel, defamation, commercial

disparagement, breach of contract, and intentional interference with prospective contractual

relations. Although the action in the District Court is currently stayed pending the Patent

Off1ce’s re-examination of the patents asserted by Petitioner in the District Court suit, the action

remains pending before the District Court.

5. Petitioner filed with the District Court on February 1 1, 2005 a motion to dismiss

that puts at issue, in largely identical language, matters asserted in the Petition for Cancellation.

A true and correct copy of the motion to dismiss is attached hereto as Exhibit 4. Thus,

Petitioner’s motion to dismiss recites (at pages 1 to 2) the same allegations Petitioner makes in

paragraph 3 of the Petition for Cancellation. Furthermore, Petitioner’s motion to dismiss (at

pages 7 to 8) presents to the District Court the same assignment-in-gross arguments that are

alleged in paragraphs 4 and 5 of the Petition for Cancellation. The District Court has not yet

ruled on Petitioner’s motion to dismiss in those proceedings.

I declare under penalty of perjury under the laws of the United States of America

that the foregoing is true and correct.

Executed this 24th day of May, 2005, at Los Angeles, California.

3&4. ;r /\—-n
; Michael T. Zeller
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IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

IN RE: ENCO RECOVERY CORP. ) Chapter 11

f/Ida NAPSTER, INC., )

a Delaware corporation, ct al., ) Jointly Administered
) Case No. 02-11573 (PJW)

)

Debtors. ) Objection Deadline: June 6, 2005 @ 4:00 p.m.

) Hearing Date: June 13, 2005 @ 2:30 p.m.

NOTICE OF MOTION TO REOPEN CHAPTER 11

CASE AND ENFORCE SALE ORDER

PLEASE TAKE NOTICE that on May 19, 2005, Roxio, Inc. and Napster, LLC

(collectively, the “Movants”) filed the attached Motion to Reopen Chapter 11 Case and Enforce

Sale Order (the “Motion”) with the United States Bankruptcy Court for the District of Delaware,

824 Market Street, 3rd Floor, Wilmington, Delaware 19801 (the “Bankruptcy Court”).

PLEASE TAKE FURTHER NOTICE that a hearing on the Motion will be held

before The Honorable Peter .1. Walsh on June 13, 2005 at 2:30 p.m. (Eastern Time).

PLEASE TAKE FURTHER NOTICE that any objections to the Motion must

be in writing, filed with the Clerk of the Btmkmptcy Court, 824 Market Street, 3rd Floor,

Wilmington, Delaware 19801 , and served upon and received by the undersigned counsel for the

Movants on or before June 6, 2005 at 4:00 p.m. (Eastern Time).

Date filed: 5/I9/05

Docket #: 972
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IN THE EVENT THAT NO OBJECTION IS FILED AND RECEIVED BY

MOVANTS IN ACCORDANCE WITH THIS NOTICE, THE COURT MAY GRANT THE

RELIEF REQUESTED IN THE MOTION WITHOUT FURTHER NOTICE OR HEARING.

Dated: May 16, 2005

Wilmington, Delaware

RI Fl-28784674

   Mark D Co lins (No 981)
Mich 1 J.

Rl(?l(IaARD , LAYTON & FINGER, RA.
0 e Rodne

 P. .

Wi 11. Delaware 19899

(302) 651-7700

- and -

Michael T. Zeller (pro hac application pending)

QUINN EMANUEL URQUHART OLIVER &
HEDGES, LLP

865 S. Figueroa Street, 10th Floor

Los Angeles, California 90017

Telephone: 213-443-3100
Facsimile: 213-443-.3200

- and —

Suzzanne Uhland (pro hac application pending)
O’MELVENY & MYERS LLP

400 South Hope St.

Los Angeles, California 90071

(213) 430-6000

Attorneys for Plaintiffs
ROXIO. INC. and NAPSTER, L.L.C\



IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

IN RE: ENCO RECOVERY CORP. ) Chapter 11

f/k/a NAPSTER, IN C., )

a Delaware corporation, et al., ) Jointly Administered

) Case No. 02-11573 (PJW)

)

Debtors. ) Objection Deadline: June 6, 2005 @ 4:00 p.m.

) Hearing Date: June 13, 2005 @ 2:30 p.rn.

MOTION TO REOPEN CHAPTER 11

CASE AND ENFORCE SALE ORDER

Roxio, Inc. and Napster, LLC (collectively, the “Movants”), by and through their

undersigned counsel, hereby move the Court, pursuant to sections 105, 350(b) and 363 oftitle ll

of the United States Code (the “Bankruptcy Code”), and Rule 3020(d) of the Federal Rules of

Bankruptcy Procedure (the “Bankruptcy Rules”), for the entry of an order (i) reopening the

chapter 11 cases of Enco Recovery Corp. (f/k/a/ Napster, Inc.), Enco-2 Recovery Corp. (f/k/a

Napster Music Company, Inc.) and Enco-3 Recovery Corp. (f/k/a Napster Mobile Company,

Inc.) (collectively, the “Debtors”), and (ii) enforcing the Court’s Order approving the sale of the

Debtors’ assets to Roxio, Inc. (the “Motion"). In support of the Motion, the Movants

respectfully represent as follows:

I. JURISDICTION AND VENUE

1. This Court has jurisdiction over this proceeding pursuant to 28 U.S.C.

§§ 157 and l334(b).

2. This Court also has retained jurisdiction to grant the relief requested

herein pursuant to Paragraph 22 of its Order Under ll U.S.C. §§ 105(a), 363, 365 and 1146(0),

and Fed. R. Bankr. P. 2002, 6004, 6006, and 9014 (A) Approving Asset Purchase Agreement.
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(B) Authorizing the Sale of'Substantially All of Debtors’ Assets; (C) Authorizing Assumption

and Assignment of Certain Executory Contract; and (D) Granting Other Related Relief (the “Sale

Order") [Docket No. 423]..'

3. Venue is proper in this Court pursuant to 28 U.S.C.. § 1409(3) because this

Motion concerns a matter that arises in, and is related to, the Debtors’ chapter 1 1 cases.

11. BACKGROUND

4. On June 3, 2002, the Debtors filed voluntary petitions for reliefunder

chapter 11 of the Bankruptcy Code in this Court. The chapter 11 cases were procedurally

consolidated for administrative purposes. Prior to filing their bankruptcy petitions, the Debtors

provided an online service whereby users could download and share music and other content via

the lntemet. See A&M Records, Inc. v. Napster, Inc, 114 F. Supp. 2d 896, 90l—902 (N.D. Cal.

2000).

5. Following several eventful and contentious months during which, among

other things, the Court rejected a proposed sale of the Debtors’ assets to Bertelsmann AG and

appointed Hobart G. Truesdell as Chapter 11 trustee (the “Trustee"), the Court approved the sale

of substantially all of the Debtors’ assets to Roxio, hic. (“Roxio"). The process leading to the

sale involved substantial collaborative efforts by this Court, the Trustee and the Official

' A true and correct copy of the Sale Order is attached hereto as Exhibit A. Paragmph 22 of the Sale Order
51211852

This Court retains jurisdiction to enforce and implement the terms and
provisions of the Asset Purchase Agreement, all amendments thereto, any
waivers and consents thereunder, and of each oflhe agreements executed in
connection therewith in all respects, including, but not limited to, retaining
jurisdiction to (a) compel delivery of the Assets to the Buyer, (b) resolve any
disputes arising under or related to the Asset Purchase Agreement, except as
otherwise provided therein, (c) interpret, implement, and enforce the provisions
of this Sale Order, and (d) protect the Buyer against (i) any of the Excluded
Liabilities or (ii) any lnterests in the Debtors or the Assets, of any kind or nature
whatsoever, attaching to the proceeds of the Sale.
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Couunittee of Unsecured Creditors to maximize the value of the Debtors’ estate and to resolve

their bankruptcy cases. These efforts included extensively marketing the Debtors’ assets and

soliciting bids from interested parties for those assets.

A. Roxio, Inc. Acquires Substantially All of the Debtor’s Assets, Including Their

Marks and Associated Goodwill, Pursuant to This Court’s Sale Order.

6. One bidder for the Debtors’ assets was Roxio, which provided debtor-in-A

possession financing to the Debtors so that they could continue business operations during the

pendency of the bankruptcy proceedings (the “DIP Financing”). On November 27, 2002, after

notice and a lengthy hearing at which multiple parties appeared, Roxio’s bid for the Debtors’

assets was deemed the highest and best offer, and the Court entered the Sale Order authorizing

and approving that certain Asset Purchase Agreement dated as of November 15, 2002 between

Napster, Inc, Napster Music Company, Inc., Napster Mobile Company, Inc. and Roxio, Inc. (the

“Asset Purchase Agreement” or “APA”).’

7. Pursuant to the Asset Purchase Agreement, Roxio acquired all of the

Debtors’ assets except for certain excluded assets (the “Napster Assets")? _S__e_e_ Sale Order, 11114,

9; s e flsg APA, §§ 2.1, 2.2, 3.3. In exchange, Roxio paid substantial consideration:

approximately $5 million in cash, a warrant for 100,000 conunon shares of Roxio (the

“Warrant") and forgiveness of approximately $200,000 due under the DIP Financing provided

by Roxio. fig APA, § 2.6.

8. The Napster Assets acquired by Roxio consisted of the tangible and

intangible property that fomied the core of the Debtors’ on-line services and related technology.

1 A true and correct copy of‘ the Asset Purchase Agreement is attached hereto as Exhibit B.

" The amounts paid by Roxio were ultimately used to fund the Debtors’ administrative expenses and to
provide a distribution to creditors. Moreover, through the Warrant (which was exercised by the Trustee and
generated additional cash proceeds of approximately $500,000), creditors were provided with a valuable interest in
the going concern business that Roxio continued to operate following the acquisition of the Napster Assets.
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This included:

“[A]ll of Sellers’ right, title and interest in, to and under the assets,

properties, contract rights and Intended Business[‘] as of the
commencement of the Bankruptcy Case, of every kind and description,

wherever located, real, personal or mixed, tangible or intangible, owned,

held or used by the Sellers in the conduct of their Intended Business as the

same shall exist on the Closing Date, other than the Excluded Assets, but

including, without limitation, (a) all assets shown on Schedule B of the

Schedule of'Assets and Liabilities filed by each of the Sellers and

Schedule 2.1 hereto and (b) all right, title and interest of Sellers in, to and

under the following (collectively, the “Purchased Assets”).” APA § 2.1.

“[A]ll of Sellers’ rights, title and interest in, to and under all Intellectual

Property Rights owned, licensed or used by the Sellers (including the

goodwill of the Intended Business in which any of the marks are
used), including the items listed in Schedule 2.1(b).” APA, § 2.1(b)

(emphasis added)?

“[A]ll goodwill associated with the Purchased Assets, together with the
right to represent to third parties that Buyer is the successor to the
Intended Business operated by the Sellers.” APA § 2.] (i) (emphasis

added).

‘ The term “Intended Business" is defined in the Asset Purchase Agreement as “the Sellers‘ intended

business of operating a legal secure online subscription service for the distribution and sharing of music and other
content." APA§ l.l(a)..

5 The term “Intellectual Property Rights" is defined as

all patents, patent applications and other patent rights (including any divisions,
continuations, eontinuations—in-part. requests for continued examinations,
substitutions, or reissues and reexaminations thereof, whether or not any such
applications are modified, withdrawn or resubmitted), trademarks, trade dress,
service marks, corporate names, domain names, trade names, brand names,
service marks, service names, mask works, assumed names, logos, inventions,
trade secrets, designs, technology, know-how, processes, procedures,
techniques, methods, inventions, proprietary data, formulae, research and
development data, computer software programs and other intangible property,
copyrights (including all variants thereof and any registration or
applications for registration of any of the foregoing and non-registered
copyrights), including all files, manuals, documentation and source and object
codes related to any of’ the foregoing, or any other similar type of proprietary
intellectual property right (whether or not patentable or subject to copyright,
mask work or trade secret protection) and the Assigned Intellectual Property, in
each case which is owned, licensed or used by any Seller..

APA, § l.|(a) (emphasis added).
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‘ “[A]ll Books and Records, files and papers, whether in hard copy or

computer format related to the Purchased Assets, including, without

limitation, engineering infonnation, sales and promotional literature,

manuals and data, sales and purchase correspondence, lists of present and

fomier suppliers, lists of present and former customers, personnel and

employment records, and any information relating to Tax imposed on the
Purchased Assets.” APA, § 2.l(d).

“[A]ny non-disclosure agreements entered into between any of the Sellers

and any current or former employees or consultants or any other third

parties to protect confidential information of Sellers.” APA, §§ 2..l(g).

“[A]ny Intellectual Property Rights assignment agreements, including,

without limitation, any agreements executed by employees or agents

acknowledging the proprietary interest of Sellers in any Intellectual

Property Rights.” APA, § 2.l(h).

° The Debtors’ subscriber lists, including (i) “[a] list of subscribers to the

Napster beta service,” (ii) “[a] list of subscribers to the Napster

newsletter,” (iii) “[a] list of subscribers to the Napster “Featured Music’

mailing list,” (iv) “[a] list of subscribers to the ‘Political Action Network‘

mailing list,” (V) “[a] list of people who have emailed Napster's customer

service department" and (vi) “[a]ll other information Napster has collected

and possesses regarding its users.” APA, Schedule 3.6(a).

' “[A]ll computer software programs and data used in connection with the
Purchased Assets.” APA, § 2.l(e).

9. Among the trademarks, trademark registrations and pending applications

for registration which were transferred to Roxie under the terms of the Asset Purchase

Agreement were each of the following:

(i) United States Trademark Registration No. 2575170 for the mark

NAPSTER, registered on the Principal Register of the United States Trademark
Office on June 4, 2002 (the “NAPSTER Registration”) (APA, § 2.1(b), Schedule

3.6(a));" and

(ii) three then-pending Intent-to-Use applications that Napster, Inc. had filed

with the United States Trademark Office (the “NAPSTER ITU Applications”) and

6 A true and correct copy of the NAPSTER Registration is attached hereto as Exhibit C.
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that subsequently ripened into United States Trademark Registration Nos.

2841431, 2843786 and 2843405 (APA, § 2.1(b), Schedule 3.6(a)).’

10. In the Sale Order, the Court expressly approved the Asset Purchase

Agreement and the transfer of the Napster Assets to Roxio. Sale Order 1] 4 (“The Asset Purchase

Agreement, and all of the tenns and conditions thereof, is hereby approved"). In doing so, the

Court specifically found and ordered:

ll.

“Pursuant to 11 U.S.C. §§ 105(a) and 363(t), the Assets shall be

transferred to the Buyer” and “[t]he transfer of the Assets to the Buyer

pursuant to the Asset Purchase Agreement constitutes a legal, valid, and

effective transfer of the Assets, and shall vest the Buyer with all right,

title, and interest of the Debtors in and to the Assets . . . .” Sale Order,

111] 7, 9 (emphasis added).

“The temrs and provisions of the Asset Purchase Agreement and this Sale

Order shall be binding in all respects upon, and shall inure to the benefit

of, the Debtors, their estates, and their creditors, the Buyer, and their

respective affiliates, successors and assigns, and any affected third

parties . . . .” Sale Order, ii 26 (emphasis added).

“Each and every federal, state, and local governmental agency or

department, registrar of intemet domain names and any other person or
entity is hereby directed to accept any and all documents and instruments

necessary and appropriate to consummate the transactions contemplated

by the Asset Purchase Agreement.” Sale Order, 1] 16.

Following the sale, the Debtors changed their corporate names because

they were among the Intellectual Property Rights acquired by Roxio. §e§ APA, § 5.7. Roxio

subsequently assigned the Napster Assets to Napster, LLC, which currently offers music and

other content for downloading on the intemet. The marks that are the subject of the NAPSTER

Registration, and the then-pending NAPSTER ITU Applications, are being used, and at all

relevant times have been used, in connection with the sale, advertisement, and marketing of

7 True and correct copies ofcach of the foregoing registrations that resulted from the NAPSTER lTU
Applications are attached hereto as Exhibits D, E and F.
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music and other content offered for downloading over the Intemet.

B. SightSound Technologies, Inc. Attacks the Sale Order and Alleges that the Debtors’

Marks And Business Were Not Actually Transferred to Roxio.

12. More than two years after the Court approved the Asset Purchase

Agreement and entered the Sale Order —- and despite the explicit findings and rulings it made

therein — Sightsound Technologies, Inc. (“SightSound") has recently launched an attack on the

Sale Order and the validity of the sale and transfer of the Napster Assets to Roxio.

13. Specifically, on or about March 22, 2005, Sightsound filed a petition (the

“Petition”) with the United States Trademark Trial and Appeal Board (“TTAB") seeking the

cancellation of the NAPSTER Registration and the registrations upon which the NAPSTER ITU

Applications were based that were included in the Napster Assets acquired by Roxio from the

Debtors pursuant to the Sale Order and Asset Purchase Agreement."

14. In the Petition, SightSound makes two attacks that seek to undemrine, and

indeed nullify, the validity of the transfer of the Napster Assets to Roxio pursuant to the Sale

Order and Asset Purchase Agreement, Both of these challenges are based on the premise that the

Court’s findings and rulings in the Sale Order, as well as its approval of the Asset Purchase

Agreement (and the sale of the Napster Assets), are all without legal effect with respect to the

NAPSTER Registration and NAPSTER ITU Applications — except apparently to result in their

cancellation."

15. First, SightSound asserts, quite remarkably, that the transfer of the

NAPSTER Registration and NAPSTER ITU Applications was invalid because it was

K A true and correct copy of the Petition is attached hereto as Exhibit G.

9 Sightsound does not assert an interest in the NAPSTER Registration or NAPSTER ITU Applications. I101
does it claim any independent right in the registrations.
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purportedly made without their accompanying goodwill and therefore constituted an “assignment

in gross.” _S§_e Petition, W 5, 10. The Sale Order and Asset Purchase Agreement, however,

expressly provide that Roxio did acquire such goodwill along with the other Napster

Assets.”

16. Second, SightSound alleges that Roxio is “not a successor to the business

of’ Napster, Inc. and therefore the NAPSTER ITU Applications are void —- notwithstanding the

fact that the Sale Order and Asset Purchase Agreement expressly provide that Roxio

acquired the Debtors’ business and the right to represent that it is the successor to the

Debtors’ business- Petition, 1] 8.

l 7. In making these allegations and filing the Petition, Sightsound seeks to

undemiine several key terms of the Sale Order" and Asset Purchase Agreement, including:

' The provision of the Sale Order which found that the transfer of the

Napster Assets under the Asset Purchase Agreement (including the
NAPSTER Registration and NAPSTER ITU Applications and associated

goodwill) “constitutes a legal, valid, and effective transfer of the Assets,
and shall vest the Buyer with all right, title, and interest of the Debtors in

and to the Assets.” §_e_e_ Sale Order, 1| 9.

' The provisions of‘ the Sale Order that approved the Asset Purchase

Agreement and all of its terms and conditions, and authorized the sale of

the Napster Assets to Roxio, which included the NAPSTER Registration

'° Goodwill is “the expectancy of continued patronage" for a business and is a label for the "irnponderable
qualities that attract customers to the business Newark Morning Ledger Co. v. United States, 507 U.S. S46, 555~56
(1993) (internal quotation marks omitted). See also In re Brown, 242 NY. I, 6 (1926) (“Men will pay for any
privilege that gives a reasonable expectancy of preference in the race ofcompetition. . Such expectancy may come
from succession in place or name or otherwise to a business which has won the favor of its customers. It is then
known as good will."). As described below, not only did the Sale Order and Asset Purchase Agreement state that
the relevant goodwill was being transferred, but the nature of the transaction - which assigned customer lists,
technology and an array of tangible and intangible assets — makes clear that such goodwill was in fact transferred as
part of the Sale Order and the Asset Purchase Agreement.

" SightSound's identification ofthe allegedly unlawful transfer of" the NAPSTER lTU Applications as
having occurred on November 27, 2002 - the date ofthe Sale Order — makes clear‘ that it is directly challenging the
effectiveness oftlie Sale Order, §_e£ Petition, 1 8.
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and NAPSTER ITU Applications and associated goodwill. _S_e_e_ Sale

Order, 1114-7, 28.

' The provision of the Sale Order which mandated that the terms of the Sale

Order and Asset Purchase Agreement are “binding in all respects upon . . .

any affected third parties.” _S_e;<-, Sale Order, 1] 26.

° The provisions ofthe Asset Purchase Agreement pursuant to which the

NAPSTER Registration and NAPSTER ITU Applications and associated

goodwill were transferred to Roxio. & APA, § 2.l(b), Schedule 3.6(a).

’ The provision of the Asset Purchase Agreement pursuant to which all

goodwill associated with the Napster Assets “together with the right to

represent to third parties that [Roxio] is the successor to the Intended
Business operated by” the Debtors were transferred to Roxio. APA,

§2.l(f).

’ The provision of the Asset Purchase Agreement that represented “[t]he
consummation of the transactions contemplated by this Agreement will

not alter, impair or extinguish any Intellectual Property Rights owned,

licensed or used by Sellers." APA, § 3.6(f).

III. ARGUMENT

18. As explained below, the Court should (i) reopen the Debtors’ bankruptcy

case and enforce the Sale Order and Asset Purchase Agreement and (ii) prohibit Sightsound

from further attacking and seeking to undo the Sale Order, Asset Purchase Agreement and the

transfer of the Napster Assets to Roxie, including without limitation the NAPSTER Registration

and the NAPSTER [TU Applications together with their associated goodwill.

A. The Court Should Reopen the Debtors’ Bankruptcy Cases To Enforce the Sale
Order and Asset Purchase Agreement.

19. Bankruptcy Code Section 350(b) provides that “[a] case may be reopened

in the court in which such case was closed to administer assets, to accord relief to the debtor, or

for other cause." 11 U.S.C. § 350(b). The Movants submit that sufficient cause exists to reopen

the Debtors’ bankruptcy case and enforce the Court‘s Sale Order.
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20. “A proceeding under section 363 is an in rem proceeding. It transfers

property rights, and property rights are rights good against the world, not just against parties to a

judgment or persons with notice of the proceeding.” Gekas v. Pipin (In re Me!—L— Wood Corp.),

86] F.2d 1012, 1017 (7”‘ Cir. 1988); see also e.g. Regions Bank v. J.R. Oil Co., LLC, 387 F.3d

721, 732 (8"‘ Cir. 2004) (“[a] bankruptcy sale under 11 U.S.C. § 363, free and clear ofall liens, is

a judgment that is good against the world, not merely as against parties to the proceedings”),

21. As a result, even nonparties are barred from attacking or undermining the

sale and transfer of assets to a buyer made pursuant to Bankruptcy Code Section 363 in a

bankruptcy case. See e.g. Met-L- Wood, 861 F.2d at 817; Regions Bank, 387 F.3d at 732

(nonparties are barred by “the nature of rights transferred under l 1 U.S.C. § 363" from attacking

or challenging assets transferred and sold to buyer).

22. Here, Sightsound seeks to nullify keys tenns of the Sale Order and Asset

Purchase Agreement, and to undermine the sale of" the Napster Assets. SightSound asserts that

the NAPSTER Registration and NAPSTER ITU Applications were transferred to Roxio as part

of an “assignment in gross" — that is, without their associated goodwill." It claims that the Sale

Order and Asset Purchase Agreement are void in that they did not transfer the NAPSTER

Registration and NAPSTER ITU Applications and associated goodwill to Roxio, and that Roxio

is not a successor to the Debtors.

23. These issues, however, have already been addressed and resolved in

this Court. The Sale Order and Asset Purchase Agreement provide that the Napster Assets

acquired by Roxio specifically include the Debtors’ trademarks, trademark registrations and

pending applications for registration and all of their associated goodwill. ‘_S_ge_ Sale Order 11] 4-7,

'3 SightSound‘s attack on this Court's power and the Sale Order is even more disconcerting considering
that Sightsound does not assert any interest or independent right in the registrations or the underlying marks.
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28. The Asset Purchase Agreement specifically transferred all goodwill associated with the

Napster Assets to Roxio “together with the right to represent to third parties that [Roxio] is the

successor to the Intended Business operated by” the Debtors. APA, § 2.1(f). This Court also

found and ordered that the transfer of the Napster Assets (including the NAPSTER Registration

and NAPSTER ITU Applications and associated goodwill) to Roxio constituted a “legal, valid,

and effective transfer” and vested Roxio “with all right, title, and interest" in and to the Napster

Assets. Sale Order1] 9 (emphasis added).

24. The provisions of the Sale Order and Asset Purchase Agreement mean

precisely what they state: that Roxio acquired the NAPSTER Registration and NAPSTER ITU

Applications together with their goodwill from the Debtors, and that Roxio (and its subsequent

assignees) are successors to the business operated by the Debtors. Having approved the Asset

Purchase Agreement, the sale of the Napster Assets (including the NAPSTER Registration and

NAPSTER ITU Applications and associated goodwill) to Roxio and entered the Sale Order — and

having made specific finding and rulings in connection therewith — the Court should protect the

integrity of this transaction by reopening the Debtors‘ bankruptcy case and enforcing the Sale

Order.

B. The Court Should Enforce the Sale Order and Asset Purchase Agreement That

Transferred the NAPSTER Registration and NAPSTER ITU Applications and
Associated Goodwill to Roxio.

1. The Court Should Prohibit Sightsound from Further Attacking or

Undermining the Sale Order, Asset Purchase Agreement and the Transfer of

the Napster Assets to Roxio.

25. SightSound’s attack upon the Sale Order in TTAB plainly seeks to

invalidate the Sale Order, Asset Purchase Agreement and transactions specifically approved by

ll
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this Court." SightSound seeks to nullify and void the sale of the NAPSTER Registration and

NAPSTER ITU Applications and associated goodwill to Roxio under Bankruptcy Code Section

363 by claiming, in a separate proceeding, that no such goodwill was transferred and that Roxio

was not a successor to the Debtors’ business —~ despite the Court’s findings and rulings to the

contrary in the Sale Order and the terms of the Asset Purchase Agreement.

26. It is well established that “[j]udicial sales are to be accorded a substantial

measure of finality in order to protect and encourage the process of selling estate assets. If

parties are to be encouraged to bid at judicial sales there must be stability in such sales and a

time must come when a fair bid is accepted and the proceedings are ended.” Musi v. Nigro (In re

Homestead Industries, Inc.), 138 BR. 788, 790 (Bankr. W.D. Pa. 1992) (citing in re Webcor,

392 F.2d 893, 898 (7"' Cir. l968))..

27. Indeed, “[i]f purchasers at judicially approved sales of property of a

bankrupt estate . . . cannot rely on the deed that they receive at the sale, it will be difficult to

liquidate bankrupt estates at positive prices. This insight infomis the law's treatment of efforts to

undo such sales.” In re Edwards, 962 F.2d 641, 643 (7"‘ Cir. 1992) (internal citations omitted).

28. Sightsound, however, seeks to undermine this very process and the

finality ofthe Sale Order. It is equally apparent that, unless prohibited by this Court, SightSound

will continue to attack the Sale Order and the Asset Purchase Agreement in other tribunals,

including by pursuing the cancellation of the NAPSTER Registration and the NAPSTER ITU

Applications acquired by Roxio. It should not be permitted to do so.

'3 SightSound’s resort to TTAB is especially inappropriate because the matters raised by Sightsound
should be considered in the first instance only by this Court and may be challenged, if‘at all, only on proper appeal
from the Sale Order or upon motion scekin to vacate the Sale Order. See e g. In re Chicago, Milwaukee, St. Paul
and Pacific R R. Co. , 6 F.3d II84, l I94 (7' Cir. 1993) (“the reorganization court is clearly in the best position. . .
to interpret the consummation order . . ."); In re Kewanee Boiler Corp , 270 B.R. 9l2, 9l 7 (Bankr. N.D. Ill. 2002)
(bankruptcy courts should interpret and enforce their orders) (citing In re Weber, 25 F.3d 413, 4 I6 (7"' Cir. I994))
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29. “It is axiomatic that a court possesses the inherent authority to enforce its

own orders.” In re Continental Airlines, Inc., 236 B.R. 318, 325-26 (Bankr. D. Del. 1999), aff'd,

279 F.3d 226 (3'd Cir. 2002) (citations omitted); see also e.g. Fed. R. Bankr. P. 3020(d)

(“[n]otwithstanding the entry of the order of confirmation, the court may issue any other order

necessary to administer the estate”). Moreover, Bankruptcy Code Section 105(a) provides that a

bankruptcy court is authorized to issue any order, process or judgment necessary to carry out the

provisions of the Bankruptcy Code, and “gives the bankruptcy court ‘the power and the

jurisdiction to enforce its valid orders?” In re Marcus Hook Development Park, Inc., 943 F.2d

261, 266 (3'd Cir. 1991) (quoting In re Radco Merclmndising Services, Inc., 111 BR. 684, 688—

89 (N.D. Ill. 1990)); ll U.S.C. § 105(a). In the exercise of this authority, courts have inherent

powers to enforce compliance with and execution of their lawfiil orders. See e. g. Continental

Airlines, 236 B.R. at 331 (finding creditors in contempt of plan and confinnation order and

awarding debtor attorneys’ fees and costs); In re Kennedy, 80 B.R. 673 (Bankr. D. Del. 1987)

(finding party in contempt of court order and awarding attomeys' fees incurred in bringing

motion for contempt).

30. Here, the Court should exercise its authority to enforce the terms of the

Sale Order and prohibit SightSound from further attacking or seeking to undermine the Sale

Order, Asset Purchase Agreement and the validity of the transfer of the NAPSTER Registration

and the NAPSTER ITU Applications to Roxio. See e.g. La Prefereida, Inc. v. Cerveceria

Modelo, SA. de CV, 914 F.2d 900, 908 (7"‘ Cir. 1990) (barring party from asserting rights to

trademark transferred and sold under bankruptcy court sale pursuant to Bankruptcy Code Section

363 and noting that “bankruptcy sales, if they are to fulfill their role, must be final when made”);

Edwards, 962 F.2d at 641 (“[t]he bona fide purchaser at a bankruptcy sale gets good title”).
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2. The Validity of the Assignment is Supported By the Sale Order, the Specific

Terms of the Asset Purchase Agreement and the Transfer of Substantially

All of Napster, Inc.’s Assets Under the Asset Purchase Agreement.

31. SightSound’s allegations that the NAPSTER Registration and the

NAPSTER ITU Applications were assigned in gross ~ that is, without their accompanying

goodwill - are groundless. A trademark may be validly assigned if the goodwill associated with

the mark is also assigned, and trademark rights may be validly assigned by a tnistee in

bankruptcy proceedings. VISA, U.S.A., Inc. v. Birmingham Trust Not '1 Bank, 696 F.2d 1371,

1375 (Fed. Cir. 1982); see also Roman Cleanser Co.. v. Not '1 Acceptance Co. ofAmerica, 43

B.R. 940, 947 (Bankr. E.D. Mich. 1984), of/‘d, 802 F.2d 207 (6"‘ Cir. 1986); 15 U.S.C. § 1060.

An “assignment-in-gross" only occurs when a mark is assigned without its associated goodwill.

VISA, 696 F.2d at 1375."

32. The Sale Order and Asset Purchase Agreement expressly provide that the

NAPSTER Registration and the NAPSTER ITU Applications were assigned along with their

associated goodwill, which supports the conclusion that their goodwill was in fact transferred

and that the assignment was valid. See Glamorene Products Corp. v. Procter & Gamble C0,,

538 F.2d 894, 895 (C.C.P.A. 1976) (assignment provided mark was assigned ‘“together with the

goodwill of the business symbolized by said trademark and in connection with which said

trademark is used..’”); eMacIiine.s, Inc. v. Ready Access Memory, Inc., No. EDCV00-0O374~

VAPEEX, 2001 WL 456404, *1 l (C.D. Cal. March 5, 2001) (agreement evinced intent for

“good will to pass with the assignment.’'); Main Street Outfitters, Inc. v. Federated Dep '1 Stores,

" The basic rationale for the anti-assignment-in-gross rule lies in the nature of trademarks: because a
trademark identifies the source of goods or services, the separation of a trademark from its established associations
will result in consumer deception since the trademark is no longer associated with the same or similar products or
services. VISA, 696 F.2d at I375; Roman Cleanser, 43 B.R. at 947. Thus, the ultimate concern and purpose behind
the rule is the protection of the public. Money Store 1/. Harrtscorp Finance, Inc, 689 F.2d 666, 676 (7"' Cir. I982),
citing Syntax Laboratories v Norwich P/rarm. Co., 3l5 F. Supp. 45 (S.D.N.Y. I970). ajfd, 437 F..2d 566 (2d Cir.
197 r)
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Inc., 730 F. Supp. 289, 290-91 (D. Minn. 1989) (agreement provided transfer of “all the good

will then attached to the trademark”); Bambu Sales. Inc. v. Sultana Crackers, Inc, 683 F. Supp.

899, 905 (E.D.N.Y. 1988) (amended assignment agreement recited assignment of goodwill);

Marshak v. Green, 505 F. Supp. 1054, 1061 (S.D.N.Y. 1981) (instrument provided for transfer of

goodwill); Redmond Products, Inc. v. ETS, Inc., 1998 WL 698407, *8 (T.T.A.B. 1998) (mark

assigned along with recitation of goodwill).

33. The nature of the transaction also confimis that the associated goodwill of‘

the NAPSTER Registration and the NAPSTER ITU Applications was, in fact, assigned with

them. First, substantially all of the Debtors’ assets were transferred under the Sale Order and

Asset Purchase Agreement to Roxio. The Napster Assets acquired by Roxio consist of tangible

and intangible property that fomied the core of Napster Inc.’s Internet music services, content

and related technology, including without limitation (i) all intellectual property rights (including

all trademarks, federal trademark registrations, pending applications for registration relating to

those marks and all good will associated with the business in which any trademarks were used),

(ii) all computer software programs and data, (iii) all books and records, (iv) all claims and

causes of action (with certain exceptions such as avoidance actions), (v) certain equipment and

(vi) all goodwill associated with the business. §_e_e APA, § 2.1; see also SM] Industries Canada

Ltd, v. Caelter Industries, Inc, 586 F. Supp. 808, 822 (N.D.N.Y 1984); see also H & J Foods,

Inc. v. Reader, 477 F.2d 1053, 1055-56 (9"‘ Cir. 1973) (assignment held valid where assignor

gave up the right to use the mark and assignee acquired assignor’s “related tangible assets of any

conceivable value"). Indeed, the Asset Purchase Agreement expressly provides that “[t]he

Purchased Assets, taken as a whole, constitute all the properties, assets and rights related to

the Intended Business,” APA, § 3.3 (emphasis added).
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34. Second, Roxio provided valuable consideration for the Napster Assets,

including the NAPSTER Registration and the NAPSTER ITU Applications. As a result of the

Sale Order and Asset Purchase Agreement, Roxio acquired the Napster Assets in exchange for

approximately $5.7 million. This consideration was deemed the highest and best offer by both

the Trustee and the Court. The fact that Roxio paid “good and valuable'’ consideration for the

NAPSTER Registration and the NAPSTER ITU Applications additionally supports the validity

of their assignment. See Glamarerre Products Corp., 538 F.2d at 895 (effective assignment

found where assignee paid “good and valuable” consideration).

35. Finally, neither Roxio nor the Trustee intended to deceive the public in the

transfer of the NAPSTER Registration or the NAPSTER ITU Applications, and there is no

evidence showing otherwise. Since the late 1990's, the NAPSTER marks have become

associated with the service of downloading of music and other content over the Internet. See

A&MRecords, 114 F. Supp. 2d at 901-902. It was this association, or “goodwill,” that Roxio

intended to obtain through the Asset Purchase Agreement and later exploit in marketing its

service of allowing subscribers to download and share music and other content. Because Roxio

intended to utilize the “goodwill” that was already associated with the marks —- as the Asset

Purchase Agreement expressly stated —- there was no intent to deceive or harm the public. This,

too, supports the conclusion that the NAPSTER Registration and the NAPSTER ITU

Applications were properly assigned. eMaclrines, 2001 WL 456404, at *1 1; Main Street

Outfitters, 730 F. Supp. at 291-92 (assignment valid because, among other reasons, assignee

intended to exploit the goodwill associated with the mark).
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3. The NAPSTER ITU Applications Were Properly Assigned In Compliance
With Section 10 Of The Lanham Act.

36. SightSound additionally contends that “[t]o the extent that the business of

Napster, Inc. was ongoing and existing at the time of the assignment, Roxio, Inc. was not a

successor to the business" of the Debtors and therefore, the NAPSTER ITU Applications “were

void as of the date of the attempted assignment from Napster, Inc. to Roxio, Inc,” — namely, at

the time they were assigned under the Asset Purchase Agreement approved by this Court’s Sale

Order. fiee Petition, 1} 8.

37. This fiI1'll‘l6l’ attack on the Sale Order and the Asset Purchase Agreement is

unfounded. Like an already issued trademark registration, a pending ITU application for a mark

may be properly transferred. Pursuant to Section 10 of the Lanham Act, the assignment of an

ITU application prior to the filing of a verified statement of use is valid when the application is

assigned to a “successor to the business of the applicant, or portion thereof, to which the mark

pertains, if that business is ongoing and existing.” 15 U.S.C. § 1060(a). See also .1. THOMAS

MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION, at § 18:13 (4th ed. 2004)

(stating that ITU application may be validly transferred under these circumstances).

38. Microsoft Corp. v. Valverde Investments, Inc., 2004 WL 1328053

(T.T.A.B. 2004), illustrates the point. There, the validity of the assignment of an ITU application

before the filing of a verified statement of use was upheld for two reasons. First, the assignment

agreement provided that the assignor did not retain the ongoing and existing business and could

not “continue using the mark on the goods as it had been doing.” Id., at *4. Second, in the

agreement the assignee expressed the intent to acquire the business of the assignor in connection

with which the assignor had a bona fide intent to use the mark and pending application. Id.
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39. Here, the same circumstances are and were present in the transfer of the

NAPSTER ITU Applications in this Court. Under the Sale Order and Asset Purchase

Agreement, Roxio acquired substantially all of the assets relating to Napster, Inc.’s ongoing and

existing business, including the core assets of Napster, Inc.’s internet music downloading

services and related technology. _S_e_e §,g, APA, § 3.3 (“The Purchased Assets, taken as a whole,

constitute all the properties, assets and rights related to the Intended Business.” (emphasis

added)). Moreover, the Court—approved Asset Purchase Agreement expressly provided that

Roxio purchased all of the Debtors‘ “right, title and interest in, to and under the assets properties,

contract rights and Intended Business...of every kind and description," including “all of

[Debtors’] rights, title and interest in, to and under all Intellectual Property Rights owned,

licensed or used by the [Debtors] (including the goodwill of the Intended Business in which

any of the marks are used)” and “all goodwill associated with the Purchased Assets, together

with the right to represent to third parties that Buyer is the successor to the Intended

Business operated by the [Debtors][..]" APA, §§ 2.1, 2.1(b), 2.l(c) (emphasis added).. And,

pursuant to the Sale Order and Asset Purchase Agreement, the Debtors retained no right to

further use any NAPTSTER mark. & APA, § 5.7.

40. As a consequence, because the ongoing and existing business that

pertained to the NAPSTER ITU Applications was transferred, it is beyond reasonable dispute

that the assignment of the NAPSTER ITU Applications was valid. 15 U.S.C. § 1060(3);

Microsoft Corp., 2004 WL 1328053, at *4.
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IV. CONCLUSION

WHEREFORE, Movants respectfully request that the Court enter an order, substantially

in the form attached hereto as Exhibit H, (i) reopening the Debtors’ bankruptcy case and

enforcing the Sale Order and Asset Purchase Agreement and (ii) prohibiting Sightsound from

further attacking or seeking to undermine the Sale Order, Asset Purchase Agreement and the

validity of the transfer of the Napster Assets, including the NAPSTER Registration and the

NAPSTER ITU Applications along with associated goodwill, to Roxio.

  

 

Dated: May 19, 2005

Wilmington, Delaware

Mark .Co/ (No. 298
Michael J Me chant (No. 3854)

(302) 651-7700

-and-

Michael T. Zeller (pro hac application pending)

QUINN EMANUEL URQUHART OLIVER &
HEDGES, LLP

865 S. Figueroa Street, 10th Floor

Los Angeles, Califomia 90017

Telephone: 213-443-3100
Facsimile: 213-443-3200

-and~

Suzzanne Uhland (pro hac application pending)
O’MELVENY & MYERS LLP

400 South Hope St.

Los Angeles, Califomia 90071

(213) 430-6000

Attorneys for Plaintiffs
ROXIO, INC. and NAPSTER, LLC.
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EXHIBIT A



 

ORIGINAL
IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTEUCT OF DELAWARE

IN RE: ) Chapter 11

)

NAPSTER, lNC., ) Jointly Administered

a Delaware corporation, et al., ) Case Nos. 02-11573 (PJW)
)

Debtors. ) Hearlng Date: November 27, 2002 (a) tlzott a.m.
) Related Pleading #398

ORDER UNDER 11 U.S.C. §§ l05(a), 363, 365 AND 1146(0), AND mo. R. BANKR. 1?.
2002, 6004. 6006, AND 9014 (A) APPROVING ASSET PURCHASE AGREEMENT; (B)
AUTHORIZING THE SALE or SUBSTANTIALLY ALL or DEBTORS' ASSETS, (C)

AUTHORIZING ASSUMPTION AND ASSIGNMENT or CERTAIN EXECUTORY

CONTRACTS, AND §D[ GRANTIEG QTHER RELATED RELIEF

This matter having come before the Court on the motion dated November 15,

2002 (the “Motion”),’ ofHobart G. Trucsdell, in his capacity as the Chapter 1 1 Trustee (the

‘‘Trustee'’) i‘or the above-captioned debtors (the “Debtors") for, inter alia, entry of an order

under 11 U.S.C. §§ l05(a), 363, 365, and 1146(0) and Fed. R. Banlcr. P. 2002, 6004, 6006, and

9014 (the "Sale Order") authorizing the Trustee’s sale (the “Salc") of substantially all of the

Debtors’ assets (the “Assets"), free and clear of any mortgage, lien, pledge, charge, easement,

option, right of first refusal, right of first offer, right of first use or occupancy, indenture. deed of

trust, right of way, tenancy, restriction on the use ofrcal property, restriction upon voting or

trnnsfcr, crrcroaclrrncnt, license to a third party, lease to a third party, security agreement,

security interest, encumbrance or other adverse claim, restriction or limitation of any kind in

respect of such property or asset or irregularities in title thereto (collectively, “Interests"),

except for the Permitted Liens, pursuant to and as described in the Asset Purchase Agreement,

dated as of November 15, 2002 (the “Asset Purchase Agreement"), between the Debtors and

' Unless otherwise defined, capitalized terms used herein shall have the meaning ascribed to them in the
Motion or the Asset Purchase Agreement, as the case may be.
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Roxie, Inc., as buyer (the “Buyer”). pursuant to and as described in the Asset Purchase

Agreement, free and clear of all Interests except the Permitted Liens; and the Court having

entered an order on November 15, 2002 (the “Procedures Order") (i) authorizing the Trustee to

 
proceed with a sale (the “Sale“) of the assets of the Debtors, (ii) establishing procedures (the

"Procedures“) to be employed in connection with the Sale including approval of a break-up fee,

(iii) approving form and notice of the Sale. (iv) setting dates for a sale hearing and deadlines for

the filing of objections to the Sale and objections to the assumption and assignment of executory

contracts and unexpired leases and to cure payments proposed to be paid in connection with the

Sale, and (_v) granting related relief; and a hearing on the Motion having been held on November

27, 2002 (the “Sale Hearing") at which time interested parties were offered an opportunity to be

heard with respect to the Motion; and the Court having reviewed and considered (i) the Motion,

(ii) objections thereto, if any, (iii) the arguments of counsel made. and the evidence proffered or

adduced, at the Sale Hearing; and it appearing that the relief requested in the Motion is in the

best interests of the Debtors, their estates and creditors and other parties in interest; and upon the

record of the Sole Hearing and these cases; and after due deliberation thereon: and good cause

appearing therefor, it is hereby

FOUND AND DETERMINED THAT?

A. The court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157 and

1334, and this matter is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A). Venue of these

cases and the Motion in this district is proper under 28 U.S.C. §§ 1408 and 1409.

2 Findings of that shall be construed as conclusions of law and conclusions of law shall be construed as
findings of fact when appropriate s_u.-5 Fed. R. Bankr. P. 7052.
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B. The statutory predicates for the relief sought in the Motion are sections lO5(a),

363(b), (0, (k), (m), and ('11), 365, and 1l46(c) of the United States Bankruptcy Code, 11 U.S.C.

§§ 101-1330, as amended (the “Bankruptcy Code") and Fed. R Banltr. P. 2002, 6004, 6006,

9014 and 9019.

C. Proper timely, adequate and sufficient notice of the Motion, the Sale Hearing, and

the Sale has been provided in accordance with It HIS‘-C. §§ 102(1), 363 and 365 and Fed. R.

Bankr. P. 2002, 6004, 9014 and 9019 and in compliance with the Procedures Order, and such

notice was good and sufficient, and appropriate under the particular circumstances, and no other

or further notice of the Motion, the Sale Heating or the Sale is or shall he required.

D. As demonstrated by (i) the testimony and other evidence proffered or adduced at

the Sale Hearing and (ii) the representations of counsel made on the record at the Sale Hearing,

the Debtors have complied with the Procedures Order.

E. The Trustee on behalfof the Debtors and each Debtor (i) have full corporate

power and authority to execute the Asset Purchase Agreement and all other documents

contemplated thereby and the consummation of the transactions contemplated by the Asset

Purchase Agreement by the Trustee and the Debtors have been duly and validly authorized by all

necessary corporate action of‘ each of the Debtors, (ii) have all of the corporate power and

authority necessary to consummate the transactions contemplated by the Asset Purchase

Agreement and (iii) have taken all corporate action necessary to authorize and approve the Asset

Purchase Agreement and the consummation by the Trustee and such Debtors of the transactions

contemplated thereby; and no consents or approvals, other than those expressly provided for in

the Asset Purchase Agreement, are required for the Trustee or the Debtors to consummate such

transactions.
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F. Approval of the Asset Purchase Agreement and consummation ofthc transactions

contemplated by the Asset Purchase Agreement at this time are in the best interests of the

Debtors, their creditors, their estates, and other parties in interest.

G. ‘Ihe Debtors have demonstrated both (i) good, sufficient. and sound business

purpose and justification and (ii) compelling circumstances for the Sale pursuant to l I U.S.C.

§ 363(b) prior to, and outside of, a plan of reorganization.

H. A reasonable opportunity to object or be heard with respect to the Motion and the

reliefrequested therein has been afforded to all interested persons and entities. including: (i) the

Office of the United States '1‘rustee, (ii) counsel for Buyer, (iii) counsel for the Debtors, (iv)

counsel for the Committee, (v) counsel to Bertelsmann AG; (vi) all entities who have filed and

served requests for notices in these cases, (vii) all other parties—in-interest, (viii) all appropriate

state and local taxing authorities which may be affected by the proposed sale and (ix) all entities

that have previously submitted written bids to acquire the Debtors’ assets.

1. The Asset Purchase Agreement was negotiated, proposed and entered into by the

parties without collusion, in good faith, and from arm's—length bargaining positions. The Buyer

is a good faith purchaser under 11 U.S.C. § 363(m) and. as such, is entitled to all of the

protections afforded thereby. The Buyer will be acting in good faith within the meaning of 11

U.S.C. § 363(n1) in closing the transactions contemplated by the Asset Purchase Agreement at all

times after the entry of this Sale Order. Neither the Trustee nor the Buyer have engaged in any

conduct that would cause or permit the Asset Purchase Agreement to be avoided under ll USC.

§ 363(n).

J . The consideration provided by the Buyer for the Assets pursuant to the Asset

Purchase Agreement (i) is fair and reasonable, (ii) is the highest and best offer‘ for the Assets,
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(iii) will provide a greater recovery for the Debtors’ creditors than would be provided by any

other practical available alternative, and (iv) constitutes reasonably equivalent value and Fair

consideration under the Bankmptcy Code and under the laws of the United States, any state,

territory, possession, or the District of Columbia.

 
K. The Sale must be approved and consummated promptly in order to preserve the

value of the Assets.

L. The transfer of the Assets to the Buyer will be a legal. valid. and effective transfer

of the Assets, and will vest the Buyer with all right, title, and interest of the Debtors to the Assets

free and clear of all interests, including any Interests (A) that purport to give to any party a right

or option to effect any forfeiture, modification, right of first refusal, or termination of the

Debtors‘ or the Buyer's interest in the Assets, or any similar rights. or (B) relating to taxes or any

other liabilities arising under or out of, in connection with, or in any way relating to, the Assets.

the Debtors or their operations or activities prior to the Closing Date, other than the Pennitted

Liens.

M. The Buyer would not have entered into the Asset Purchase Agreement and would

not consurrunute the transactions contemplated thereby, thus adversely affecting the Debtors,

their estates, and their creditors, if the sale of the Assets to the Buyer was not free and clear of all

interests of any kind or nature whatsoever (other than the Pennitted Liens), or if the Buyer

would, or in the future could, be liable for any ofthe interests, including. without limitation, the

Excluded Liabilities.

N.. The Trustee may sell the Assets free and clear of all Interests of any kind or

nature whatsoever because, in each case. one or more of the standards set forth in 11 U.S.C.

§ 363(i)(l)-(5) has been satisfied. Those holders of Interests who did not object, or who
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withdrew their objections, to the Sale or the Motion are deemed to have consented pursuant to 11

U.S.C. § 363(t)(?.). Those holders of Interests are adequately protected by having their Interests,

if any, attach to the cash proceeds of the Sale ultimately attributable to the property against or in

which they claim an Interest.

0. The transfer of the Assets to the Buyer will not subject the Buyer to any liability

whatsoever with respect to the Assets, the Debtors or their operations or activities prior to the

Closing Date or by reason of such transfer under the laws of the United States, any state,

tenitory, or possession thereof, or the District of Columbia, based, in whole or in part, directly or

indirectly, on any theory of law or equity, including, without limitation, any theory ofsuecessor

or transferee liability.

P. 'l'he sale of" the Assets to the Buyer is a prerequisite to the Tn1stee's ability to

confirm a plan or plans under 1) U.S.C. § 1129 and to consummate such plan or plans. The Sale

is a sale in contemplation ofa plan and, accordingly, a transfer pursuant to 1] U.S.C. § 1146(c),

which shall not be taxed under any law imposing a stamp tax or similar tax.

NOW THEREFORE, W‘ TS HEREBY ORDERED, ADJUDGBD, AND DECREED

THAT:

General Provisions

1. The Motion is granted, as further described herein.
Is resolved,

2. The objection}!of PlayMedia, Ind‘and\John W. Fanning are hereby overruled as P
further described herein. 4“ °\°i“’H"‘ °‘F

3. All other obj eetions to the Motion or the relief requested therein that have not

been withdrawn, waived, or settled. and all reservations of rights included therein, are hereby

overruled on the merits,

m:no247s5.5 6



Approval of the Asset Purchgg Aggcment

4. The Asset Putchase Agreement, and all of the terms and conditions thereof, is
 

hereby approved.

5.. Pursuant to 11 USC. § 3630)), the Trustee on behalf of the Debtors and the

Debtors are authorized and directed to consummate the Sale, pursuant to and in accordance with

the terms and conditions of the Asset Purchase Agreement.

6. The Trustee is authorized and directed to execute and deliver, and empowered to

perfomi under, consummate and implement, the Asset Purchase Agreement, together with all

additional instruments and documents that maybe reasonably necessary or desirable to

implement the Asset Purchase Agreement, and to take all further actions as may be requested by

the Buyer for the purpose of assigning. transferring, granting, conveying and conferring to the

Buyer or reducing to possession, the Assets, or as may be necessary or appropriate to the

performance of the obligations as contemplated by the Asset Purchase Agreement.

Transfer of Assets

7. Pursuant to 11 U.S.C. §§ l05(a) and 363(f), the Assets shall be transferred to the

Buyer (including without limitation the intemel domain names identified on Schedule 3.6(u) of

the Asset Purchase Agreement without regard to the registrant identity for such intemet domain

names), and upon consuinrnation of the Asset Purchase Agreement (the “Closing") shall be, free

and clear of all interests of any kind or nature whatsoever, including without limitation any p W‘
alleged Interest of any kind or nature whatsoever asserted by hnW.

Fanning, other than the Permitted Liens, with all such interests of any kind or nature whatsoever

to attach to the net proceeds of the Sale in the order of their priority, with the same validity, force
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and effect which they now have as against the Assets, subject to any claims and defenses the

Debtors may possess with respect thereto.

8. Except as otherwise specifically provided by the Asset Purchase Agreement or

this Sale Order, all persons and entities, including. but not limited to, all debt security holders,

 
equity security holders, governmental, tax, and regulatory authorities, lenders, trade and other

creditors, holding Interests of any kind or nature whatsoever against or in the Debtors or the

Assets (whether legal or equitable, secured or unsecured, matured or unmaturcd, contingent or

non-contingent, senior or subordinated), arising under or out of, in connection with, or in any

way relating to, the Assets, the Debtors or their operations or activities prior to the date of the

Closing (the “Closing Date"). or the transfer of the Assets to the Buyer, hereby are forever

barred, estopped, and permanently enjoined from asserting against the Buyer. its successors or

assigns. its property, or the Assets, such persons’ or entities’ Interests.

9. The transfer of the Assets to the Buyer pursuant to the Asset Purchase Agreement

constitutes a legal, valid, and effective transfer of the Assets, and shall vest the Buyer with all

right, title, and interest of the Debtors in and to the Assets free and clear of all Interests ofany

kind or nature whatsoever, other than the Permitted Liens, provided that, notwithstanding the

foregoing, to the extent any ofthe Assets include CD-tom and MP3 files that contain or include

copyrighted material or content or include other copyrighted material or content subject to use

restrictions. Buyer shall take possession of and store such Assets but shall not use such

copyrighted material or content subject to use restrictions without the consent of the applicable

parties, provided further that nothing herein shall affect the rights of the Association of

Independent Music and its members as Licensors until Buyer reaches written agreement with the

Licensor or until further Order of the Court.
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10. Notwithstanding anything to the contrary herein or in the Asset Purchase

Agreement, this Order shall not authorize the conveyance or transfer of title to the Buyer in or

the right of the Buyer to use or to practice (i) intellectual property including without limitation

copyrighted software licensed by Oracle Corporation (whether directly or indirectly through a

third party reseller) to the Debtors including any copyrighted software licensed pursuant to those

certain Oracle License Agreements dated as ofMarch 2000, December 2000 and May 2001. (ii)

technology owned by Playlvledia, Inc. and licensed to the Debtors pursuant to a written non-

exclusive license dated as of December 14, 2000 for property subject to registered copyrights

held by or in favor ofPlayMedia, Inc., (iii) technology owned by Rclatable. LLC and licensed to

the Debtors pursuant to that certain Technology License Agreement dated as ofApril 13, 2001 or
of lie’: M0wtl°W$

(iv) copyrighted materials owned by the Association oflndependcnt Music and licensed to the

Debtors pursuant to those certain Agreements and that certain Escrow Agreement dated as of

June 23, 2001, that certain letter agreement dated as of December 8, 2001 and that certain

warranty letter dated as of February 21, 2002.

ll . Notwithstanding anything to the contrary herein or in the Asset Purchase

Agreement, the Assets transferred to the Buyer shall not include (i) any claims or causes of

action of the Debtors under Bankruptcy Code Sections 544. 545, 547 or 548 against Bertelsmann

AG or any other claims or causes of action seeking to recover or avoid any liens granted to,

transfers to or for the benefit of. or other obligations incurred in favor ofany claims that the

Debtors have or may have against Bertelsmann AG arising from or related to any debtor-in-

possession financing provided by Bertelsmann AG or (ii) any claims or causes of action of the

Debtors against Bertelsmann AG arising from or related to that certain Asset Purchase

Agreement dated as of May 24. 2002 by and between the Debtors and Bertelsmann AG.
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Additional Provisions

12. The consideration provided by the Buyer for the Assets under the Asset Purchase

Agreement shall be deemed to constitute reasonably equivalent value and fair consideration

under the Banlciuptcy Code and under the laws of the United States, any state, territory,

possession, or the District of Columbia.

l 3. The consideration provided by the Buyer for the Assets under the Asset Purchase

Agreement is fair and reasonable and may not be avoided under section 363(n) of the

Bankruptcy Code.

14. On the Closing Date of the Sale, each of the Debtors‘ creditors is authorized and

directed to execute such documents and take all other actions as may be necessary to release its

Interests in the Assets, if any, as such Interests may have been recorded or may otherwise exist.

15. This Sale Order (a) shall be effective as a determination that, on the Closing Date,

all interests of any kind or nature whatsoever existing as to the Debtors or the Assets prior to the

Closing (other than the Permitted Liens) have been unconditionally released, discharged and

terminated, and that the conveyances described herein have been effected, and (b) shall be

binding upon and. shall govern the acts of all entities, including, without limitation, all filing

agents, filing officers, title agents, title companies, recorders ofmortgages, recorders of deeds,

registrars of dccds, administrative agcncics, governmental departments, secretaries ofstate.

federal, state, and local officials, registrars of internet domain names and all other persons and

entities who may be required by operation of law, the duties of their office, or contract, to accept,

file, register or otherwise record or rel case any documents or instruments, or who may be

required to report or insure any title or state of title in or to any of the Assets,
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16. Each and every federal, state, and local govemmental agency or department,

registrar of intemel domain names and any other person or entity is hereby directed to accept any

and all documents and instruments necessary and appropriate to consummate the transactions

contemplated by the Asset Purchase Agreement.

 
17. If any person or entity that has filed financing statcmonts, mortgages, mechanic's

liens, lis pcndcns, or other documents or agreements evidencing Interests in the Debtors or the

Assets shall not have delivered to the Trustee prior to the Closing Date, in proper fonn for filing

and executed by the appropriate parties. temiination statements, instruments of satisfaction,

releases of all lntcrcsts which the person or entity has with respect to the Debtors or the Assets or

otherwise, then (a) the Trustee is hereby authorized and directed to execute and file such

statements, instruments, releases and other documents on behalfof the person or entity with

respect to the Assets and (b) the Buyer is hereby authorized to tile, register, or otherwise record a

certified copy ofthis Sale Order, which. once filed, registered, or otherwise recorded, shall

constitute conclusive evidence of the release of all Interests in the Assets of any kind or nature

whatsoever:

18. All entities who are presently, or on the Closing Date may be, in possession of

some or all of the Assets are hereby directed to surrender possession of the Assets to the Buyer

on the Closing Date.

I9. The Buyer shall have no liability or responsibility for any liability or other

obligation ofthe Debtors arising under or related to the Assets or otherwise other than for the

Permitted Liens. Without limiting the generality of the foregoing, and except as otherwise

specifically provided herein and in the Asset Purchase Agreement, the Buyer shall not be liable

for any claim against the Debtors or any oftheir predecessors or affiliates, and the Buyer shall
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have no successor or transferee liabilities of any kind or character whether known or unknown as

of the Closing Date, now existing or hereafter arising, whether fixed or contingent, with respect

to the Debtors or any obligations ofthe Debtors arising prior to the Closing Date, including, but

not limited to, liabilities on account of any taxes arising, accruing, or payable under, out of, in

 
connection with, or in any way relating to the Assets, the Debtors or their operations or activities

prior to the Closing Date.

20. Under no circumstances shall the Buyer be deemed a successor ofor to the

Debtors for any Interest against or in the Debtors or the Assets of any kind or nature whatsoever

except pursuant to the Permitted Liens. The sale, transfer, assignment and delivery of the Assets

shall not be subject to any lnterests, and Interests of any kind or nature whatsoever (other than

the Permitted Liens) shall remain with, and continue to be obligations of, the Debtors. All

persons holding Interests against or in the Debtors or the Assets ofany kind or nature whatsoever

shall be, and hereby are, forever barred, estopped, and permanently enjoined from asserting,

prosecuting, or otherwise pursuing such Interests of any kind or nature whatsoever against the

Buyer, its property, its successors and assigns, or the Assets with respect to any Interest ofany

kind or nature whatsoever such person or entity had, has, or may have against or in the Debtors,

their estates, officers, directors, shareholders, or the Assets. Following the Closing Date, no

holder or an Interest in the Debtors shall interfere with the Buyer's title to or use and enjoyment

of the Assets based on or related to such Interest, or any actions that the Debtors may take in

their Chapter ll cases.

21- Subject to and except as otherwise provided in the Procedures Order, any amounts

that become payable to the Buyer by the Debtors pursuant to the Asset Purchase Agreement or

any of the documents delivered by the Debtors pktrsuant to or in connection with the Asset
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Purchase Agreement shall (a) constitute allowed superpriority administrative expense claims

against the Debtors‘ estates with priority over any and all administrative expenses of the kind

specified in Bankruptcy Code Sections S03(b) and 507(b) and pursuant to the priorities set forth

in the final order approving the Loan Agreement between Napco Acquisition, LLC and the

 
Debtors entered on November 1, 2002 and (b) be paid by the Debtors in the time and manner as

provided in the Asset Purchase Agreement, without further order of this Court.

22. This Court retains jurisdiction to enforce and implement the terms and provisions

of the Asset Purchase Agreement, all amendments thereto, any waivers and consents thereunder,

and ofeach ofthe agreements executed in connection therewith in all respects, including, but not

limited to, retaining jurisdiction to (a) compel delivery of the Assets to the Buyer, Cb) resolve any

disputes arising under or related to the Asset Purchase Agreement, except as otherwise provided

therein, (c) interpret, implement, and enforce the provisions of this Sale Order, and (d) protect

the Buyer against (i) any of the Excluded Liabilities or (ii) any Interests in the Debtors or the

Assets, ofany kind or nature whatsoever, attaching to the proceeds of the Sale,

23. Nothing contained in any plan of reorganization or liquidation confirmed in these

cases or any order of this Court confirming such plan shall conllict with or derogate from the

provisions of the Asset Purchase Agreement or the terms of this Sale Order.

24. The transfer of the Assets to Buyer pursuant to the Sale shall not subject the

Buyer to any liability (other than the Permitted Liens) with respect to the Assets, the Debtors or

their operations or activities prior to the Closing Date or by reason of such transfer under the

laws of the United States, any state, territory, or possession thereofl or the District ofCo1umbia,

based, in whole or in part, directly or indirectly, on any theory of law or equity, including,

without limitation, any theory of successor or transferee liability.
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25. The transactions contemplated by the Asset Purchase Agrccmcnt are undertaken

by the Buyer in good faith, as that term is used in section 363(rn) of the Bankruptcy Code, and

accordingly, the reversal or modification on appeal of the authorization provided herein to

consummate the Sale shall not affect the validity of the Sale to the Buyer, unless such

authorization is duly stayed pending such appeal. In the absence of a stay pending appeal, i l‘the

Buyer elects to close under the Asset Purchase Agreement at any time after entry ofthis Sale

Order, then, with respect to the Sale, the Buyer is a purchaser in good faith of the Assets, and is

entitled to all of the protections afforded by section 363(m) of the Bankruptcy Code if this Sale

Order or any authorization contained herein is reversed or modified on appeal.

26. The terms and provisions of the Asset Purchase Agreement and this Sale Order

shall be binding in all respects upon, and shall inure to the benefit of, the Debtors, their cstates,

and their creditors, the Buyer, and their respective atliliatcs, successors and assigns, and any

affcctcd third parties including, but not limited to, all persons asserting Interests in the Assets to

be sold to the Buyer pursuant to the Asset Purchase Agreement (including any claims with

respect to the Excluded Liabilities), notwithstanding any subsequent appointment of any

trustce(s) under any chapter of the Bankruptcy Code, as to which trustee(s) such terms and

provisions likewise shall be binding.

. This Sale Order shall not authorize the transfer of. and the Buyer shall not, as a

result of theSale eFollowing asset: the '
software developed by Playmedia System , c laymedia") for the Debtors for a secure'5.‘

other documentatr

 

  

  
  

 

and interest to the file security

   
 

 

player including all program cod epared by Playmedia for such

sofiwarc and further ' uding all right and interest to such sofiware un 7 U.S.C. § 106, (the
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transfer an"g,ere§t'ii1’c;r right to the Playmedia SoWm 5 ofthe Bankruptcy.-
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28. The failure specifically to include any particular provisions ofthe Asset Purchase

ebtors or (b) the Debtors are authorized to

Agreement in this Sale Order shall not diminish or impair the effectiveness of such provision, it

being the intent of the Court that the Asset Purchase Agreement be authorized and approved in

its entirety.

29. The Asset Purchase Agreement and any related agreements, documents or other

instruments may be modified, amended or supplemented by the parties thereto, in a writing

signed by both parties, and in accordance with the terms thereof. without further order of the

Court, provided that any such modification, amendment or supplement does not have a material

adverse effect on the Debtors’ estntcs or Bertelsmann.

30. The transfer of the Assets pursuant to the Sale is a transfer pursuant to section D
l l46(c) of the Bankruptcy Code, and according]y shall not be taxed under any law imposing a U)?

. . ’ -I-we Qmafll he
stamp tax or a sale, transfer, or any other similar tax prwsdaei at funk _ _
fl¢f:p5',+¢/ M40 ¢SfA—dv~J «Ear fiks. 0651].‘. ctrfnrn-'-C7-— '&v-Kw-fl wv¢’v-N-4-Ln.‘ “’;_;£wJL

31. This Sale Order shall be effective and e forceable inuncdiately upon entry. The 3 .).t.,
sjiu\v

0

stay otherwise imposed by Fed. R. Banlcr. P. 6004(g) and 6006(d) is waived. Time is of the W" 9%“
iYI)f7’Mr‘lAd‘wv\

essence in closing the transaction and the Debtors and the Buyer intend to close the Sale as soon W ‘N§a4{w\

as possible. Therefore, any party objecting to this Sale Order must exercise due diligence in Mpuws.
DL13

filing an appeal and pursuing a stay or risk their appeal being foreclosed as moot. L )
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32. The provisions of this Sale Order are nonscvcrable and mutuahy dependent.

Dated: Wilmington, Delaware
2002

UNITED STATES BANKRUPTCY JUDGE‘
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EXHIBIT A

DEVELOPMENT EXHIBIT

A. Deliverablcs

PlayMedia shall provide Napster with the following items, developed to interface with/function with the Napster Service
and/or the Applications in accordance with the Napster System Specifications:

1. Fillmore Stream Ohfuscnflon Algorithms & Implementation

The Fflirnore Stream Obtiiscntiun Algoritluns 5: Implementation will scramble an MP3 flle’s data stream when
encoding such file into a file formatted in the NA? Format. making the encoded file only able to be played
back by the Application. This marks a pemxancnt change to the MP3 file, ensuring that any non .NAP Format
compliant applications that attempt to render files i‘or-matted in the NA? Format are unable to do so.

Code Type to be provided to Napster: Object, Sourcc"'

Documentation to be provided to Napster: Developer Manual, Code Documentation

‘Notwithstanding anything to the contrary in the Agreement. the source code specified above may only be used
by Napster or its suhlicensees for the purposes ofsupporting, mnintztlning, upgrading or othcrwist: enhancing
Applications or the Napster Service.

2. AES Obfuscation Algorithm & Implementation

A135, a publicly available encryption sc'ncmc,. will be adopted and modified by l’layMcdia lo cnCryptIvfl’3 files
into files fomzattcd in the .NM’ Format. Files fommlicd in the NA? Format will be both encrypted and
decrypted using a scheme based on the modified AES.

Code Type to be provided to Napster: Source, Object

Documentation to be provided to Napster: Developer Manual, Code Documentation

3. Fillmore Track Specification Implementation

Development ofsoftware that encodes is file and atrangcs the various data elements associated with the tile
(e.g., header htformation, certificate, MD5, encoded content).

Code Type to be provided to Napster: Source, Object

Documentation to be provided to Napster: Developer Manual. Code Documentation

4. LD3 Tag Parsing Engine

Provides for the Applications to ‘read the metadara contained in the ID3 tags ofuscrs' files. Allows Napster to
find and retrieve security measures inserted into the ID3 tag frames.

Code Type to be provided to Napster: Source. Object

Documentation to be provided to Napster: Developer Manual, Code Documentation

5. NewArkl'“ Handling Library

NcwA1k (a trademark of l-’iayMcdla) provides for the decoding ofan cncryptcd files in the .NAP Format,
leveraging an encryption API provided from Secude, another sub-contractor for DWS, which API utilizes
PlayMcdia's ABS obfuscation algorithm NcwArk is an enhanced playback library that coordinates all the
necessary services and effects for playback of files formatted in the NA!’ Format.



Code Type lo be provided to Napster: Object

Documentation to he provided to Napster: Developer Manual. Code Documentation, Sample application (in
source code)
 

6. AMP Decoding Engine for windows and MAC.0Sx

Provides basic and obfuscated MP3 playback capabilities for Napster for Windows and MAC OSX The
resulting playback engine will be a modified adaptation of the basic AMP engine for playback of files lbrmattcd
in the NA? Format.

Code Type to be provided to Napster: Object W"
Documentation to be provided to Napster: None L I [1 U

The Delivcrables apply only to the Windows PC and MAC OSX platforms, MPEG-1 and

MPEG2 decoders, Layers Ll-lll, and are not designed to work with any other system. It is

understood that the Deliverables do not include technology that enables the playback of any

third-party applications, eg, plug—ins, on any platform (including, without limitation,

personal computers or embedded systems). The parties agree that, subject to tcrminatiolr of

this Agreement as provided in Paragraph 8.2 of tlic Agreement, PlayMcdia and Napster have
P agreed to similar development work for Napster for a Macintosh based version. of the Napster

ofiware and system as set forth above.

B. Napster eliverablcs: .

Napster shall provid layM’cdia with the following items:

1. Napster Systc - Specifications
The Napster System . ecifications include. but are not limited to, . o following: (:1) design documentation and
architecture of the Nap 1 Service and Applications; and (h) t ieal and other specifications relating to
disfibution, playback, dis y or other performance of files tted in the NAP Format, including, without
limitation the Filmore Track - ecilication, which defines a manner in which the Napster Service encodes a
file and ammgcs the various da . elements associated . I- the tile (c.g.., header infonnation, certificate, MD5,
encoded content).

C. Payrixen ts:

PlayMcdia has been performing develop u nt V. rk on an hourly basis since January 23, 2001. To
date Napster has paid PlayMcdia, as so ortli belo for all development work performed through

September 30, 2001. The parties a e that PlayM will continue to deliver development services

at the rates set forth herein and p uant to the monthly edule provided to PlayMedia’s Project

Manager by Napster’s Project onager.

1) Payment for I « lementation of Effects Nodes. The .~ ies acknowledge that Napster
has paid Pia . edia $20,000 for PIayMedia’s completed - rk enabling immediate
implemc . tion of the Effects Nodes developed by PlayM a . under the Developer SDK

Base ' ensc Agreement between Napster and PlayMedia date \ pcember 14, 2000.
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NAPSTER MUSIC COMPANY. INC.,

NAPSTER MOBILE COMPANY, INC.

AND

ROXIO. INC
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ASSET PURCHASE AGREEMENT

ASSET PURCHASE AGREEMENT dated as of November _/_'._5_,' 2002 between
Napster, lnc., a Delaware corporation (“[~_l_apster"), Napster Music Company, Inc, a Delaware
corporation and a wholly—owned subsidiary of Napster ( '3, Napster Mobile
Company, Inc., a Delaware corporation and a wholly-owned subsidiary of Napster (“Napster
Mobile" and, together with Napster and Napster Music, the “§ellers"), and Roxio, lnc., a
Delaware corporation ("Buyer").

W I T N E S S E T H:

WHEREAS, on June 3, 2002 (the “Petition Dgte"), Sellers filed voluntary
petitions for relief pursuant to chapter 11 of The Bankruptcy Reform Act of 1978. as codified in
title 11 of the United States Code §§ I01-1330 (as amended, the “flanlglrgtg Code") in the
United States Bankruptcy Court for the District ofDelaware (the“ fland such
case (the“ '3 is presently pending under Case No. 02-11573 (PJW) (Jointly
Administered); '

WHEREAS, on October 2. 2002 the Bankruptcy Court entered an order
appointing Hobart 0. Truesdell as the Chapter 11 Trustee of the Sellers and their estates (the
"flus_t_ec__") pursuant to Section I104 of the Bankruptcy Code; and

WHEREAS, subject to approval of the Bankruptcy Court, as set forth herein.
Buyer desires to acquire from Sellers, and Sellers desire to sell. convoy, transfer and assign to
Buyer, the Purchased Assets (as defined below), together with certain obligations and liabilities,
all in the manner and subject to the terms and conditions set forth herein and in accordance with
Sections 363 and 365 and other applicable provisions ofthe Bankruptcy Code.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

Section l.1 Definitions.

(a) The following terms, as used herein, have the following meanings:

“Am_ugte“ of any Person shall mean any Person directly or indirectly controlling.
controlled by, or under common control with, such Person; provided, that for the purposes ofthis
definition, "control" (including. with correlative meanings. the terms "controlled by" and “under
common control with"), as used with respect to any Person, shall mean the possession, directly
or indirectly, ofthe power tn direct or cause the direction of tho rnnnnganr-art and policies ofsuch
Person, whether through the ownership ofvoting securities. membership or partnership interests,
election or appointment ofdirectors. by contract or otherwise.
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"gg,1_~gernenr" means this Agreement and all exhibits and schedules attached
hereto, as amended, consolidated, supplemented, novated or replaced by the parties from time to
time, as the same may be amended from time to time.

“Allocation Statement" shall have the meaning given such tenn in Section 2.7.

"gpgioned Qbligations" means all real property taxes, personal property taxes
and similar ad valorem obligations levied with respect to the Purchased Assets for a taxable
period which includes (but does not end on) the Closing Date.

" ”means my and Ill lnlelleclual Pmpcrty Rial-ls.
which Debtors have been validly assigned and to which Debtors have obtained all right, title and
interest, including but not limited to the Intellectual Property Rights subject to that certain
Assignment of'l‘echnology Agreement, as amended, by and between Napster and John Fanning,

which Intellectual Property Rights include without limitation domain names, trademarks, logos
and trademarklpatents, the internet domain name napstetznet. and the Napster "cat“ logo.

“Assumed Contracts" means Sellers’ Contracts identified on Schedule 2.l(a).

“Assumed Liabilities" shall have the meaning given such term in Section 23.

“Bankruptcy Case” shall have the meaning given to such term in the recitals to
this Agreement.

“ "shall have the meaning given to such term in the recitals to
this Agreement.

"Banlcruptcx Court" shall have the meaning given to such term in the recitals to
this Agreement.

"Books and gecofi" means all books of account and other financial records
(including, without limitation, accountant‘: work papers) pertaining to the Sellers‘ Intended
Business and the Purchased Assets.

“ "means the amount in cash equal to $200,000.

"business day” means any day, other than a Saturday, Sunday or a day on which
banks located in New York City shall be authorized or required bylaw to close.

“Buyer” shall have the meaning given such term in the Preamble.

“Cash Amount" means an amount in cash equal to $5 million. The Cash Amount
shall be increased by the Equipment Amount ifBuyer elects to purchase the Equipment pursuant
to Section 2.10.

"Clogg‘g" shall have the meaning given such term in Section 2.8.

“Closing Date” means the date on or as ofwhich the Closing occurs.
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"Consideration" shall have the meaning given such term in Section 2.6.

"i" means all commitments, contracts, leases, licenses, agreements and
understandings, written or oral, relating to the Sellers‘ assets or the operations of the Sellers’

Intended Business to which any Seller is a party or by which it or any of such Seller's assets are
bound.

“ "shall have the meaning given to such term in Section 2. [(3).

"(hire Amount" shall have the meaning given such term in Section 5.6.

"guipnxent" shall have the meaning given such term in Section 2.I(i).

"@_ugp'ment Amount" means $155,000.

“Excluded A:-gets" shall have the meaning given such tenn in Section 2.2.

“Excluded ggontr-acts" means all contracts of the Sellers not identified on Schedule
2. I (a).

“Excluded Liabilities" shall have the meaning given such term in Section 2.4.

‘ 'means an order orjudgment entered and adopted by the Bankruptcy
Court astowhich (i) the time for appeal has expired and a notice ofappcalhasnotbccn timely
filed, or (ii) any appml tnlren has been finally dismissed or determined and is not subject to
further review.

"Goyemmgglal Entigy" means any federal, state, county, municipal, local, foreign,
international, regional, or other govcmrnental authority or any court of competent jurisdiction,
administrative ngarcy or commission or cilia" governmental authority, board, body or
instmmentality, domestic or foreign

“lgtell_e_c_:tual mpgy Rights” means all patents. patent applications and other
patent rights (including any divisions, continuations. continuation:-in-part, requests for
continued examinations, substitutions, or reissues and reexaminations thereof. whether or not any
such applications are modified, withdrawn or resubmitted), trademarks, trade dress, service
marks, corporate namcs, domain names, trade names, brand names, service marks, service
names, mask works, asstuned names, logos, inventions, trade secrets, designs, technology, know-
how. processes. procedures, techniques, methods, inventions, proprietary data, formulae,
research and development data, computer software programs and other intangible property,
mpyrights (minding all variants thereof and any registration or applications for registration of
any of the foregoing and nomrcgistcred copyrights), including all files, manuals. documentation
and source and object codes related to any of the foregoing, or any other similar type of
proprietary intellectual property right (whether or not patentable or subject to copyright, mask
work or trade secret protection) and the Assigned Intellectual Property, in each case which is
owned, licensed or used by any Seller.

“ "means the Sellers‘ intended business of operating a legal
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secure online subscription service for the distribution and sharing ofmusic and other content.

“_IB§" means the Internal Revenue Code of 1986, as amended fiorn time to time

and the Treasury regulations promulgated and the rulings issued thereunder.

“Lig” means. with respect to any property or asset, any mortgage, lien, pledge,

charge, easement. option, right of first refusal, right ofiirst offer, right of first use or occupancy,
indenture, deed of trust, right of way. tenancy, restriction on the use of real property, restriction
upon voting or transfer, encroachment, license to a third party, lease to a third party. security
agreement, security intemrt, encumbrance or other adverse claim, restriction or lirnitntion of any
kind in respect of such property or asset or irregularities in title thereto. For the purposes of this
Agreement, a person shall be deemed to own subject to a Lien any property or asset which it has
acquired or holds subject to the interest of a vendor or lesser under any conditional sale
agreement, capital lease or other title retention agreement relating to such property or asset.

“ "means the loan or loans made by the Buyer to the Sellers under
that certain Loan Agreement, dated as of October 18, 2002, between the Buyer, a Lender, and
the Sellers, as Borrowers, and approved by the Bankruptcy Court on November 1, 2002.

"Eermitted Liars" means those liens set forth on Schedule 2.1.

“£9504” means and includes any individual. partnership, association, joint
venture, corporation, limited liability company, limited liability partnership, trust, trustee, any
other entity or organization and any Government Entity.

"moon om" shall have the meaning given such term in the recitals to this
Agreement.

"Post-Closin e 'od" means the number of days of a Tax period alter the
Closing Date.

" losin T P 'od" means any Tax period (or portion thereof) ending on or
before the close ofbusiness on the Closing Date.

“Promissory flute" means that certain promissory note in the principal amount of
up to $250,000 made by the Sellers and delivered to the Buyer under the New DIP Loan.

“Purchased gsets" shall have the meaning given such term in Section 2.1.

“ "shall have the meaning given such term in Section 3.4.

“figlc Motigu" shall have the meaning given such term in Section 5.40»).

"Sale Order" means an order issued by the Bankruptcy Court in a form reasonably
satistimtory to the Buyer and substantially in the form attached hereto in Exhibit C, which shall
approve the transactions contemplated by this Agreement.

"gale Procedures Motion“ shall have the meaning given such term in Section
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5.4(a).

"Sale Pggcedures Order” shall have the meaning given such term in Section
5.4(a).

“Scheduled Intellectual may shall have the meaning given such term in
Section 3.6(a)\

“§ellers" shall have the meaning given such term in the Preamble.

“Ia_x" or “Taxes" means all taxes, assessments, charges, duties. fees, levies or
other governmental charges including, without limitation, all federal, state, local, foreign and
other net or gross income, gross receipts. alternative or add-on minimum tax, franchise, profits,
capital gains, capital, transfer, sales, use, ad valorem, occupation. premium, property. excise,
severance, environmental (including taxes under IRC section 59A) or windfall profits tax, stamp,
license, payroll, employment, withholding and other taxes, assessments, charges. customs,
duties, fees, levies or other governmental assessments or charges of any lcind whatsoever
(whether payable directly or by withholding and whether or not requiring the filing of a retum),
all estimated taxes, deficiency assessments. additions to tax, penalties and interest, whether
disputed or not.

“’l'rustce" shall have the meaning given such term in the recitals to this
Agreement.

“’,1):t_t§tee's Kngwledge" means Trustee's actual knowledge afier undertaking
reasonable diligence since the Trustee's appointment and, with respect to the paiod prior to the
Tnrstec-’s appointment, such knowledge alter having both intaviewed the former chief financial
otlicer of Napster, Carolyn Jensen and reviewed 1) pertinent documents identified as key
documents in such interviews and 2) all documents filed in the Bankruptcy Case.

“War:-ant" means the right and option granted by Rnxio pursuant to the Warrant
Agreement in substantially the form as attached hereto as Exhibit B, provided that the
transferability provision of the Warrant Agcemcnt shall not be revised without the consent of
Buyer in its sole and absolute discretion, as part of the Consideration t ellers to acquire up
to 100,000 shares of common stock of Roxio for a price equal to I85’ share, which is the
average of closing stock prices for the twenty trading days preceding the day before the
execution ofthis Agreement. and expiring on November 1.52005.

“flarrant Agg§_eg1cnt” mam that certain Warrant Agreement, dated as of

November /6‘, 2002, by and between Roxio and Napster.

ARTICLE 2
PURCHASE AND SALE

Section 2.] Purchase and gale. Except as otherwise provided below, upon the
terms and subject to the conditions of this Agreement, Buyer agrees to purchase front Sellers and
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_ .___.& ¢ _....._.:

Sellers agree to sell. transfer. convey, assign and deliver, or cause to be sold, transferred,
conveyed, assigned and delivered, to Buyer at Closing, free and clear ofall Liens, other than the
Permitted Liens set forth on Schedule 2.1, all of Sellers‘ right. title and interest in, to and under

the assets, properties, contract rights and Intended Business as of the commencement ofthe
Bankruptcy Case, ofevery kind and description, wherever located, real. personal or mixed,
tangible or intangible, owned, held or used by the Sellers in the conduct oftheir Intended
Business as the same shall exist on the Closing Date, other than the Excluded Assets, but

including, without lirnitation, (a) all assets shown on Schedule B ofthe Schedule ofAssets and
Liabilities filed by each ofthe Sellers and Schedule 2.1 hereto and (b) all right, title and interest
ofsellera in, to and rmder the following (collectively, the “Purchased mats"):

(a) all ofSellers‘ right. title and interest in, to and under all of'Sellers' executory
contracts and unexpired leases identified as an Assumed Contract on Schedule 2.10:) or on a
written notice provided by Buyer to Sellers at any time or from time to time prior to the Closing
(the "gggnggrgts Nofice"). Any exccutory contracts or unexpired leases not identified as an
assumed contract on Schedule 2.l(a) are referred to herein as the “Excluded Qontracts”;

(b) all ofSellors' rights, title and interest in. to and under all Intellectual Property
Rights owned, licensed or used by the Sellers (including the goodwill of the Intended Business in
which any ofthe marks are used), including the items listed in Schedule 2.10:);

(c) except as provided in Section 2.2(i), all ofScllers' right, claims, credits,
causes ofaction or rights of setoffagainst third parties relating to the Purchased Assam,
including, without limitation. unliquidated rights under manuliacturers’ and vendors’ warranties
and rebates;

(d) all Books and Records, files and papers, whether in hard copy or computer
format related to the Purchased Assets. including, without limitation, engineering information,
sales and promotional literature, manuals and data, sales and purchase correspondence, lists of
present and femur suppliers, lists ofpresent and former customers, personnel and enrployruent
records, and any information relating to Tax imposed on the Purchased Assets;

(c) all computer software programs and data used in connection with the
Purchased Assets;

(I) all goodwill associated with the Purchased Assets, together with the right to
represent to third parties that Buyer is the successor to the Intended Businws operated by the
Sellers;

(g) any non-disclosure agreements uttered into between any of the Sellers and any
current or former employees or consultants or any other third partis to protect confidential
information 01' Sellers;
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(b) any Intellectual Property Rights assignment agreements, including, without

limitation, any agreements executed by employees or agents acknowledging the proprietary
interest ofSellers in any Intellectual Propetty Rights; and

(i) if Buyer notifies Seller on or before November 26, 2002, the Purchased Assets
will include the equipment as identified on Schedule 2.16) (the ‘Earp’ment") and the Cash
Amount will be increased by the Equipment Amount.

Section 2.2 Excluded Agets. Notwithstanding anything to the contrary herein
or otherwise, Buyer expressly understands and agrees that the following assets and properties of
Sellers (the "Excluded Assets") shall be excluded from the Purchased Assets:

(:1) all of Sellers‘ cash and cash equivalents on hand and in banks and security
deposits, prepaid expenses and similar credit arrangements except for any deposits or prepaid
amounts in respect ofAssumed Contracts or other Purchased Assets;

(b) insurance policies;

(c) the Excluded Contracts;

(d) bank aceormts (to be identified by Sellers at least 5 business days prior to
Closing) necessary to administer the estate and the related banldng records and check stock;

(e) capital stock ofSellers and agreements related thereto;

(0 minute and stock books ofSellers and any other documents relating to the
organization. maintenance and existence ofSellers as corporations:

(g) all machinery, equipment, furniture, ofice equipment, communications
equipment, vehicles, inventory. supplies and other, similar tangible property owned by the
Sellers and not subject to any lease, except the Equipment, ifany, Buyer elects to purchase;

(h) Tax records; and

(i) any rights, defenses, claims, demands, actions, deposits and causes ofaction
that Sellers may have against any Person other than any such rights, defenss, claims. demands.
actions, deposits or causes ofaction (at) against Buyer or its Afiliatcs or (y) relatcd to or arising
from a Purchased Asset, Assumed Contract or Assumed Liability. For the avoidance ofdoubt,
Sellers retain all rights, claims and causes ofaction based on alleged antitnrst, competition and
related violations or theories against (i) the individuals and entitim identified in Schedule 2.2(i),
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(ii) the parties to the copyrignt infringement actions identified under the category of“Pending
Legal Actions, Suits and Proceedings" in Schedule 2.2(i) and (iii) any other record labels or
music publishers.

Section 2.3 Assumption ofLiabilities. Upon the tems and subject to the
conditions of this Agreement, at the Closing Buyer will assume only the following obligations of
Sellers (the “Assumed Ljabilifig , and no others: all liabilities and obligations ofany Seller
from and after the Closing Date under each Assumed Contract provided that the relevant Seller
has arranged for the payment ofthe Cure AmounL

Section 2.4 Excluded Liabilities. Notwithstanding any provision in this
Agreement, Buyer is assuming only the Assumed Liabilities and is not assuming any other
liability or obligation ofany Seller (or any predecessor owner ofall orpart of such Seller's
business and assets) of whatever nature whether presently in existence or arising bcrcaltcr,
including, without lirnitation, any liability for any claim, action, suit or proceeding pending
against, orjudgment against, any Seller (including the Purchased Assets) as ofthe Closing Date.
All such other liabilities and obligations shall be retained by and remain obligations and
liabilities of such Seller (all such liabilities and obligations not being assumed being herein
referred to as the "Excluded Liabilities"). Notwithstanding any provision is this Agreement or
any other writing to the contrary. Excluded Liabilities include, without limitation:

(a) any liability or obligation arising out of any action, suit, proceeding. or
investigation pending or thrutcued as of, or arising out ofor relating to any event or condition
occurring or existing prior to, the Closing, including, without limitation. the items described in
Schedule 3.7;

(b) any liability or obligation arising out ofor relating to any violation ofany law,
rule, regulation, judgment, injunction, order or decree occurring or arising out ofor relating to
any event or condition occurring or existing prior to the Closing;

(c) any liability or obligation of‘any Seller, or any member ofany consolidated,
affiliated, combined or unitary group ofwhich any Seller is or has been a member, for Taxes;
provided that Apportioncd Obligations shall be paid in the nrarnrcrsct forth in Section 8.2;

(d) any liability or obligation for (i) all costs and expenses incurred or owed in
connection with the administration ofthe Chapter ll Case (including the U.S. Trustee fees, the
fees and expenses of attorneys, accountants, financial advisers, consultants and other
professionals retained by Sellers, the creditors’ committee, the postpetition lendus or the
prepctition lenders incurred or owed in connection with the administration ofthe Chapter I 1
Case) and (ii) all costs and expenses ofSellers in connection with the transactions contemplated
under this Agreement. and any contracts related thereto;
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(c) any accounts payable of any Seller;

(1) any liability or obligation for or relating to indebtedness for borrowed money,

(3) any liability or obligation relating to an Excluded Asset;

(h) any liabilities, commitments or obligations that arise [whether under the
Assumed Contracts or otherwise) with respect to the Assets or the use thereofon or prior to the
Closing Date or relate to periods on or prior to the Closing Date or are to be observed, paid,
discharged or performed on or prior to the Closing Date (in each case, including any liabilities
that result from, relate to or arise out of tort or other product liability claims);

(i) any liability or obligation of any kind under any Contract that is not an
Assumed Contract;

0) any liability or obligation {or fraud, breach, rnisfeasance or under any other
theory relating to any Sellcr’s conduct, performance or non-performance under any agreement;
and

(k) any liabilities set forth on Schedule 2.4.

Section 2.5 Assigr_1g_rent of Contggts gd Righ_;_s. Subject to the approval of
the Bankruptcy Court and pursuant to the Sale Order, the Assumed Contracts will be assumed by
Sellers and assigned to Buyer on the Closing Date under Section 365 ofthe Bankruptcy Code.
All Assumed Contracts shall be assigned to and assumed by Buyer at Closing. Sellers and Buyer
will use their commercially reasonable etforts (but without any payment ofmoney by Sellers or
Buyer) to obtain the consent of‘the other parties to any such Purchased Asset. Assumed Contract
or any claim or right or any benefit arising thereunder for the assignment thereof to Buyer as
Buyer may request. Ifsuch constant is not obtained, or ifan attempted assignment thereofwould
be inetfectivc or would adversely affect the rights ofscllcrs thereunder so that Buyer would not
in fact receive all such rights, Sellers and Buyer will cooperate in a mutually agreeable
arrangement under which Buyer would, to the extent permitted by applicable law, obtain the
benefits and assume the obligations thereunder in accordance with this Agreement. Sellers will,
to the extent permitted by applicable law, promptly pay to Buyerwh received all monies
received by Sellers under any Purchased Asset, Assumed Contract or any claim or right or any
benefit arising thereunder, except to the extent the same represents an Excluded Asset.

Section 2.6 Cofiderntinn. The consideration for the Purchased Assets (the

" flconsists of (1) the Cash Amount, (ii) the Cure Amount, (iii) the Warrant, (iv)
forgiveness and discharge ofthe Sellers’ obligations to pay principal and interest under the
Promissory Note and the New DIP Loan, and the (V) Assumed Liabilities. IfBuyer elects to
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purchase the Equipment pursuant to Section 2.l(i) the Cash Amount shall be increased by the
Equipment Amount. The Consideration shall be paid as provided in Section 2.8.

Section 2.7  . Sellers and Buyer agree to allocate the Consideration
in accordance with the allocation set forth on Schedule 2.7 hereto (the “Allocation gtatemeng").

The Allocation Statement shall be delivered to the Sellers prior to the Closing, and shall be
prepared in accordance with the methodology set forth in the lRC. Sellers and Buyer hereby
undertake and agree to timely file any information that may be required to be filed pursuant to
any treasury regulations promulgated under Section l060(B) ofthe lRC. Neither Sellers nor
Buyer shall file any tax return or other document or otherwise take any position for tax purposes
that is inconsistent with the allocation determined pursuant to this Section 2.7 except as may be
adjusted by subsequent agreement following an audit by the Internal Revenue Service orby court
decision. Sellers and Buyer shall (i) be bound by the Allocation Statement and (ii) act in
accordance with the Allocation Statement in the preparation, filing and audit ofany Tax retum
(including. without limitation filing Form 8594 with its federal income Tax return for the taxable
year that includes the Closing Date). Notwithstanding the foregoing, in no event shall the
allocation determined pursuant to this Section 2.7 be binding upon Sellers in proceedings in the
Banlcnrptcy Court with respect to any allocation for the distribution ofthe proceeds ofthe sale
contemplated by this Agreement.

Section 2.8 n. Subject to the terms and conditions ofthis Agreement,
the sales and purchases ofthe Purchased Assets, the assignments ofthe Assumed Contracts and

the assumptions of the Assumed Liabilities contemplated hereby shall take place at a closing (the
"Closing") to be held at the oflicee ofWalker, Truesdell, Radial: at Associates, 380 Lexington
Avenue. Suite 1514, New York. New York 10168, or at such other location as the parties hereto
shall agree in writing. at 1 1:00 AM, as soon as practicable, but in any event on the later to occur
of(i) the date on which the conditions to Closing set limb in Article 9 shall have been satisfied
or waived and (ii) the first business day following the day that is ten (10) days alter the entry of
the Sale Order and alter the Sale Order has become aFinal Order, or at such other time orplaee
as Buyer and Sellers may agree in writing.

(a) Buyer shall deliver to Sellers the Cash Amount in immediately available funds
by wire transfer to an account ofSellers with a bank in the United States designated by Sellers,
by notice to Buyer, which notice shall be delivered not late than two btainess days prior to the
date ofthe Closing (the "Qlosing gate") (or ifnot so designated. then by certified or ofiieial
bank check payable in immediately available funds to the order‘ ofSellers in such amount).

(b) Buyer shall deliver to Sellers the Warrant not later than the date ofClosing.

(c) Sellers shall deliver to Buyer such deeds, bills ofsale, assignments and other
instruments ofconveyance reasonably requested by Buyer to vest in Buyer all of Sellers‘ right,
title and interest in, to and under the Purchased Assets.
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(d) Sellers and Buyer shall enter into an Assignment and Assumption
Agreement substantially in the form attached hereto as Exhibit A.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF SELLERS

Subject to the entry of the Sale Order. Sellers. by and through the Trustee solely
in his capacity as the Trustee and without personal liability, jointly and severally hereby
represent and warrant to Buyer as follows:

Section 3.1 Organization and Standing; Authority. Each Seller is a corporation
validly existing and in good standing under the laws of its jurisdiction ofincorporation and has
all corporate powers and all governmental licenses, authorizations, permits, consents and
approvals required to enter into this Agreement and the transactions contemplated thereunder,
Each Seller has heretofore delivered to Buyer true and complete copies ofthe certificate of
incorporation and bylaws ofsuch Seller as currently in effect. Subject to approval ofthis
Agreement by the Banlouptcy Court. each Seller has all requisite corporate power and authority
to enter into this Agreement, to perform its obligations hereunder and to consunnnate the

transactions contemplated hereby. Subject to approval by the Bankruptcy Court, (a) all corporate
acts and other proceedings required to be taken by each Seller to authorize the exewtion,
delivery and performance ofthis Agreement and the consummation ofthe transactions
contemplated hereby have been duly and properly taken and (b) this Agreement has been duly
executed and delivered by each Seller and constitutes a legal, valid and binding obligution of
each Setter, enforceable against each Seller in accordance with its terms.

Section 3-2

(a) Except as set forth in Schedule 3.2(a) or as accused by the Bankruptcy Code.
the execution and delivery ofthis Agreement by Sellers do not. and the consummation ofthe
transactions contemplated hereby and compliance with the terms hereofwill not, conflict with. or
rcsult in any violation ofor default (with or without notice or lapse oftime. or both) under. or
give rise to a right oftermination, cancellation, modification or acceleration ofany obligation
under, or loss ofa benefit relating to the Purchased Assets under. or result in the creation of any
Lien (other than any Permitted Lien) upon any ofthe Purchased Assets under, any provision of
(i) the certificate ofincorporation or bylaws ofany Seller or other comparable governing
instruments of Sellers, as the case may be, or the comparable governing instruments ofany
subsidiary ofSellers, (ii) assuming the obtaining nfall ofthe Required Consents. any loan or
credit agreement, note. bond, mortgage. indenture, lien. lease or any other contract. agreement,
instrument, permit, commitment, concession, fiancbise or license applicable to the Sellers or any
of their subsidiaries or their respective properties or assets or the Purchased Assets or (iii) any
judgment, injunction, order or decree, or statute, law. ordinance, rule or regulation applicable to
Sellers or their amets.
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(b) No material consent, approval, grant, concession, agreement, franchise,
license, permit, order or authorization of, or registration, declaration or filing with. any

Governmental Entity is required to be obtained or made by or with respect to any Seller in
connection with the execution. delivery and performance of this Agreement or the consummation

ofthe tmnsactions contemplated hereby, other than (i) compliance with any notices, motions,
orders or approvals required by the Bankruptcy Court or the Bankruptcy Code and the rules
thereunder, (ii) those set forth on Schedule 3.2(a) and (iii) those that may be required solely by
reason ot‘Bnyer‘s participation in the transactions contemplated hereby.

Section 3.3 $_t@_cicrtcy of and Title to the flgghged gels. As ofthe
Closing Date, Sellers have good and marketable title to each ofthe Purchased Assets that is
owned by any ofthe Sellers, and valid leasehold interests in each of‘the Purchased Assets that is
leased by any ofthe Sellers. The Purchased Assets, taken as a whole. constitute all the

properties, assets and rights related to the Intended Business. Each ofthe Purchased Assets: (i)
as of the Closing Date is free and clear of all Liens. except the Permitted Liens; (ii) as of the

Closing Date is not subject to any pending actions relating to any such property, except as set
forth in Schedule 3.3(a)(ii); (iii) has received all approvals ofGovcnuncntal Entities (including
licenses) required in connection with the ownership or operation thereof and has been operated
and maintained in accordance with applicable laws, mics and regulations; and (iv) is not subject
to any lease. sublcasc, license, conmion, or other agreement, written or oral, granting to any
party or parties the right ofuse or occupancy ofany portion ofany property or right ofway. As
ofthe Closing, each item ofthe Purchased Assets is in the working order and state ofrepair it
was in on the date of this Agreement, ordinary wear and tear excepted.

Section 3.4  .Schedule 3.4 sets forth each agreement,
contract or other instrument binding upon any Seller requiring a coment or other action by any
person as a result ofthe execution, delivery and performance ofthis Agreement, unless such
document can be assumed and assigned without such consent under the Bankruptcy Code, except
such consents or actions as would not, individually or in the aggregate, havea material adverse
effect on the Purchased Assets and Asumed Liabilities, taken together. or the Intended Business
ifnot received or taken (the “Required Consents").

Section 3.5 Material Contracts. To the Trustee's Knowledge on bchalfof
Sellers

(3) except as set forth in Schedule 3.5(a), as of the date hereof. Sellers are not a
party to or bound by:

(i) any (A) lease for real property or (B) lease for personal property
requiring aggregate payments aha Closing of$100,000 or more;
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(ii) any agreement for the purchase by Sellers ofmaterials, supplies,
goods, services, equipment or other assets that has a term ofat least one year or that
requires aggregate payments alter Closing ofS100,000 or more;

(iii) any agreement for the sale by Sellers ofmaterials, supplies, goods,
services, equipment or other assets that has a term ofat least one year or that requires
aggregate payments afier Closing ofSl00.000 or more;

(iv) any other agreement that requires aggregate payments alter
Closing of$25,000 or more;

(V) any partnership, joint venture or other similar agreement or
arrangement;

(vi) any oorrttmt license or distribution, marketing, agency or other
similar agreement;

(vii) any agreement with any investor or afliliate ofany Seller other
than agreements relating to their investment in any Seller;

(viii) any agreement that limits the fieedorn ofSellers to compete in any
line ofbusiness or with any person or in any area or to own, operate sell, transfer, pledge
or otherwise dispose ofor encumber any Purchased Asset or which would so limit the
freedom ofBuyer alter the Closing Date;

(ix) any other agreement. commitment, arrangement or plan that is
material to the Purchased Assets and the Assumed Liabilities, taken together, or the
Intended Business.

(b) except as set forth in Schedule 3.5(b), each agreement listed in Schedule
3.5(a) is a valid and binding agreement ofSellers and is in full force and effect, except as
enforceability may be limited by any applicable bankruptcy, reorganization, insolvency or other
laws affecting creditors’ rights generally or by general principles ofequity. tegardlss of
whether such enforceability is considered in equity or law, and none ofSellers or any other party
thereto is in default or breach in any material respect under the terms ofany such agreernt,
which would not be cured by the payment of the one Amount, and no event or circumstance has
occurred that, with notice or lapse oftime or both, would constitute any event ofdefault
thereunder. True and complete copies ofeach such agreement have been delivered to Buyer.

Nnr:s1aso5.7 ' ‘3 '



(c) The agreements marked with an asterisk on Schedule 3.5(a) represent all of
the mamial agreements ofSellers are or may be advantageous to the Intended Business. The
cure amount, ifany, for mch such agreement is set forth next to such agreement on Schedule
3.5(a).

Section 3.6 Intellectual Property. To the 'l'rustec's Knowledge on behalfof
Sellers

(a) Schedule 3.6(a) contains a true and complete list ofeach trademark (including
service marks and logos). corporate name. trade name, domain name, patent, subscriber list,
registered copyright and any material third party cornputersoltware other titan “shrink-wrap and
similar widely—available binary code and commercial end-user licenses that are available for less
than $5.000 (including any registrations or applications for registration ofany ofthe tbnegoing)
owned, licensed or used by Sellers as ofthe date hereof, which schedule indicates whether the
right is owned or licensed and by which Seller and, if licensed, the name ofthe third party
licensor (the '§cheduled molleetual Egoperty”). With respect to the Scheduled Intellectual
Property, such schedule also specifies, to the extent applicable, (i) the jurisdictions in which
such. rights are registered or in which an application for registration has been filed; (ii) the
registration or application nurnbers; and (iii) with respect to the trademarks, the renewal dates.

(b) Other than “shrink-wrap" and similar widely-available binary code and
commercial errd—user licenses that are available for less than $5,000. Schedule 3.6(b) sets forth a
list ofall licenses, sublicenses and other agreements as to which Sellers are a party and pursuant
to which any person is authorized to use any Intellectual Property Rights owned, licensed or used
by Sellers.

(c) Sellers have good and rnaritetable title to or a valid license to use all
Intellectual Property Rights owned, licensed or usedby Sellers, free and clear ofany Lien. None
ofsuch Intellectual Property Rights has been adjudged invalid or unenforceable in whole or part,
and all such Intellectual Property Rights are valid and enforceable. Sellers have taken reasonable
steps in accordance with normal industry practice to maintain and protect theowned Intellectual
Prupaty Rights and their rights in the licensed Intellectual Property Rights, including paymmt of
applicable maintenance fees and filing ofapplicable statements ofuse, except as has been agreed
upon by the Sellers and Buyer with respect to certain applications outside the United States and
Canada. Except as set forth in Schedule 3.6(o), the use by Sella: ofthe Scheduled Intellectual
Property does not infringe, misappropriate or otherwise violate the rights ofany other person
and, no other person is lnfiinging, misappropriating or otherwise violating any such Intellectual
Property Rights.

(d) With respect to pending applications and applications for registration ofthe
Scheduled Intellectual Property, Sellers and their aftiliates are not aware ofany reason that could
reasonably be expected to prevent any such application or application forregistration fiorrr being
granted with coverage substantially equivalent to the latest amended version ofthe pending
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application or application for registration, except as set forth in Schedule 3.6(d). None ofthe
tradcrnarirs and applications for trademarks included in the Scheduled Intellectual Property has
been the subject ofan opposition or cancellation procedure.

(o) Sellers have taken reasonable steps in accordance with normal industry
practice to maintain the confidentiality ofall confidential Intellectual Property Rights owned,
licensed or used by Sellers. None ofthe Scheduled Intellectual Property, the value ofwhich is
contingent upon maintaining the confidentiality thereof, has been disclosed otherthan (x) to
employees, representatives and agents of Sellers all ofwhorn are bound by written
confidentiality agreements substantially in the form previously disclosed to Buyer and (y) to
third parties bound by written confidentiality agents.

(f) The consummation of the transactions contemplated by this Agreement will
not alter, impair or extinguish any Intellectual Property Rights owned, licensed or used by
Sellers. Except as set forth in Schedule 16(1). there exist no restrictions on the disclosure, use or
transfer of any such owned Intellectual Pmpcrtykiglrtn.

(g) Except as set forth in Schedule 3.6(g), none ofSellers has given an indemnity
in connection with any Intellectual Propaty Rights to any person.

(11) Except as set forth in Schedule 3.6(h). none ofSellers and any oftheir
affiliates has infringed , misappropriated or otherwise violated any Intellectual Property Rights
ofany third person. Except as set forth in Schedule 3.60:), there is no material claim. action,
suit. investigation or proceeding pending against. or threatened against or afiecting. the Intended
Business or the Purchased Assets or any present or fonncr oflicer. director or employee (in their
capacity as such) ofSellers (i) based upon, or challenging or seeking to deny or-restrict, the
rights ofSellers in any ofthe Intellectual Property Rights owned, licensed or used by Sellers, (ii)
alleging that the use ofany such Intellectual Property Rights or any services provided or
processes used do or may iufiinge. misappropriate or otherwise violate any Intellectual Proputy
Right ofany third party or (iii) alleging that Sellers or anyafiiliate ofSellers intiinged,
misappropriated or otherwise violated any Intellectual Property Right ofany third party.

Section 3.7 iti tion. Schedule 3.7 contains an accurate list ofall legal
actions, suits and proceedings related to the Intended Business or the Purchased Assets pending
as ofthe date hereofagainst any Seller. Except as described in Schedule 3.7. then: is no action.
suit, investigation or proceeding (or any basis therefor) pending against, or to the 'Ihrstee‘s
Knowledge on bebalfofSellers. threatcncd against or attesting, the intended Business, any
Purchased Asset before any court or arbitrator or any governmental body, agency or official
which, individually or is the aggregate. could rcasonablybc expected to be material to tho
Purchased Assets and Assumed Liabilities, taken together, or the Intended Business, or which in
any manner challenges or seeks to prevent, enjoin, alter or materially delay the transactions
contemplated by this Agreement,

NuI:srn5a1.'I " 15 '



Section 3.8 Compliance with 1,_a_w§ and Court Orders. Except as set forth in
Schedule 3.8. Sellers are not in violation ofand have not violated and, to the 'l'mstee’s

Knowledge on behalfof Sellers, are not under investigation with respectto and have not been

threatened to be charged with or given notice ofany violation of, any law, rule, regulation,
judgment, injunction, order or decree applicable to the Intended Business or the Purchased
Assets, except for violations that have not had and could not reasonably be expected to be
material to the Purchased Asset and Assumed Liabilities, taken, together. or the Intended
Business.

Section 3.9 grglgers and Ejggrg. Except as set forth in Schedule 3.9, there is
no investment banker, broker, finderor other intermediary which has been retained by or is
authorized to act on behalfofSellers who might be entitled to any fee or commission in
connection with the transactions contemplated by this Agreement.

Section 3.10 Subsidigigs. Napster has no subsidiaries other than Napster

Mimic, Napster Mobile and Napster International, Ltd. Napster International. Ltd. is a shell
cornpanyand has no assets or liabilities.

Section 3.11 No Wananties. Except as expressly provided herein, neither

Sellers nor any other Person makes any express or implied representation or warranty on behalf
of Sellers. ALL WARRANTIES, EXPRESS OR IMPLIED. INCLUDING WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, ARE EXCLUDED
FROM THE SALE AND TRANSFER OF THE PURCHASED ASSETS AND THE ASSUMED
LIABILITIES. THE FOREGOING PROVISION DOES NOT AFFECT THE VALIDITY OF
THE REPRESENTATIONS AND WARRANTIES PRIOR TO CLOSING. IT BEING THE

INTENTION OF EACH OF THE PARTIES (SELLERS. ON THE ONE HAND, AND.
BUYER. ON THE OTHER) ‘THAT THE ACCURACY OF THE REPRESENTATIONS AND
WARRANTIES IS A CONDITION TO THE OTHER PARTY'S OBLIGATIONS
HEREUNDER.

ARTICLE 4

REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Sellers as follows:

Section 4-I Bwcris 5 corporation duly
formed, validly existing and in good standing under the laws ofthc State ofDclaware and has all
corporate powers and all material governmental licenses, authorizations, permits, consents and
approvals required to carry on its business as now conducted. Buyer has all requisite corporate
power and authority to enter into this Agreement, to perform its obligations hereunder and to
eonsurnrnatc the transactions contemplated hereby to he consummated by Buyer. All corporate
acts and other proceedings required to be taken byBuyer to authorize the execution, delivery and
per-fonnancn of this Agreanent and the consummation ofthe transactions contemplated hereby
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to be consummated by Buyer have been duly and properly taken. This Agreement has been duly
cxoctrled and delivered by Buyer and constitutes a legal, valid and binding obligation ofBuyer,

enforceable against Buyer in accordance with its terms.

Section 4.2 Lip Conflicts; Consents.

(a) The execution and delivery of this Agreement by Buyer do not, and the
consummation ofthe transactions contemplated hereby and compliance with the terms hereof
will not, conflict with, or result in any violation ofor default (with or without notice or lapseof
time, or both) under, or give rise to a right of termination, cancellation, modification or
acceleration ofany obligation under, any provision of(i) the certificate of incorporation or
bylaws of'Buyer or other comparable governing instruments ofBuyer, as the case may be, or the
comparable governing instruments ofmy subsidiary ot'Btrycr or (ii) auyjudgmerrt, injunction,
order, decree, statute, law, ordinance, rule or regulation applicable to Buyer or its assets.

(b) No material consent, approval, grant, concession, agreement. franchise,

license, permit, order or authorization of, or registration, declaration or filing with, any
Govemmental Entity is required to be obtained or made byor with respect to Buyeror its
Afiiliates in connection with the execution, delivery and performance of this Agreement or the
eonsttmmatiorr ofthe transactions contemplated hereby, other than (i) compliance with any
notices, motions, orders or approvals required by the Bankruptcy Court or the Bankruptcy Code
and the mics thereunder and (ii) those that maybe required solely by reason ofSellers‘
participation in the transactions contemplated hereby.

Section 43 Availability of'Funds. Buyer has cash available suificient to

enable Buyer to purchase the Purchased Assets and otherwise consummate the transactions
contemplated by this Agreement in a timely manner.

Section 4.4 Bmkers and Fgggfi. Except as set forth in Schedule 4.4, there is
no investment banker, broker, finder or other intermediary which has been retained by or is
authorized to net on behalfofBuyer who mightbe entitled to any fee or commission in
connection with the transactions contemplated by this Agreement.

Section 4.5 2;a_nr_xgrr_ts. Neither Buyer, not any Afliliatac ofBuyer, nor any
oificer. director. employee or agent thereof, has, directly or indirectly. paid or delivered. oifered
to pay or deliver, or agreed to pay or deliver any fee, commission or other sum ofmoney or item
ofproperty, however characterized. to any person which is now or was previously an amliate or
insider (as those terms are defined in the Bankruptcy Code) ofany Seller.

Section 4.6  . Except as expressly provided herein, neither
Buyer nor any other Person makes any express or implied representation or warranty on behalf
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of Buyer. THE FOREGOING PROVISION DOES NOT AFFECT THE VALIDITY OF THE
REPRESENTATIONS AND WARRANTIES PRIOR TO CLOSING, IT BEING THE

INTENTION OF EACH OF THE PARTIES (SELLERS, ON THE ONE HAND. AND.
BUYER, ON THE OTHER) THAT THE ACCURACY OF THE REPRESENTATIONS AND
WARRANTIES IS A CONDITION TO THE OTHER l'ARTY'S OBLIGATIONS
HEREUNDER.

Section 4.7 Actions gtd flgcecdingg, etc There are no (a) outstanding
judgments. orders, injunctions or decrees ofany Govennnental Entity or arbitration tribunal
against Buyer or any of its respective Affiliates, (b) lawsuits; actions or proceedings pending or,
to the knowledge ot'Buyer, threatened against Buyer or any ofits Afliliates, or (c) investigations
by any Govenunental Entity which are, to the knowledge ofBuyer. pending or threatened against
Buyer or any of its Afriliates, and which, in the ease ofeach ofclauses (a). (b) and (c), have a
material adverse etfect on the ability ofBuyer to consummate the transactions contemplated
hereby to be constnnnrated by Buyer.

ARTICLE 5

COVENANTS OF SELLERS

Sellers jointly and severally agree that:

Section 5.1 Conduct of the Intended Bu_sm'ess. From the date hereofuntil the

Closing Date, subject to the requirements and restrictions ofthe Banlcnrptey Court proceedings
and to the fact that the Intended Business conducted by the Sellers is currently not in operation,
Sellers shall use their best efforts to prcsorvc the Purchased Assets.

Section 5.2 Access to Infomation; Age.

(a) From the date hereof until the Closing Date, Sellers will (i) give Buyer, its
counsel, financial advisers, auditors and other authorized representatives access to the offices,
properties, hooks and records ofSellers relating to the Intended Business or the Purchased
Assds, (ii) firmish to Buyer, its counsel, financial advisers, auditors and other authorized
representatives such financial and operating data and other infonnation relating to the Intended
Business or the Purchased Assets as such Persons may reasonably request, ifsuch access would
not constitute a waiver ofthe attorney client privilege, and (iii) instruct the agents, counsel and
financial advisers ofSellers to cooperate with Buyer in its investigation ofthe Intended
Business. In addition, Sellers will ensure that all equipment and machinery containing the
Purchased Assets shall remain available to Buyer for ten days alter the Closing. Any
investigation pursuant to this Section 5.2 shall be conducted in such manner as not to interfere
unreasonably with the conduct of the Sellers. No investigation by Bay:or other information
received by Buyer shall operate as a waiver or otherwise afl'ect any representation. warranty or
agreement given or made by Sellers under this Agreement. Notwithstanding the foregoing,
Buyer shall not have access to personnel records of Sellers relating to performance or
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evaluation records, medical histories or other information which in Sellers’ good faith opinion is
sensitive or the disclosure ofwhich could subject Sellers to risk ofliability. Prior to the Closing
Sellers (i) shall use their best efforts to provide demonstrations oftechnology and (ii) shall
provide to Buyer at least 100 man hours ofservice prior to November 25, 2002, including

without limitation, the assistance in backing up or duplicating technology and other data.

(b) Alter the Closing, the Trustee will hold, and will use his commercially
reasonable efforts to cause his respective otticers, directors, employees, accountants, counsel,
consultants, advisers and agents to hold, in confidence, unless compelled to disclose byjudicial
or administrative process or by other requircmurts of law, all confidential documents and
lnfonnation concemlng the Intended Business. except to the extent that (i) such information can
be shown to have been in the public domain through no fault of Sellers or their Affiliates or (ii)
later lawfirlly acquired on a nonconfidential basis by Sellers or their Affiliates fiorrr sources other
than those related to their prior ownership ofthe Purchased Assets or the Intended Business. In
addition, the Tnrstee and Sellers agree to cooperate with Buyer in Buyer's enforcement of
nondisclosure agreements with respect to the Purchased Assets transferred to Buyer hereunder,
provided that Buyer shall reimburse reasonable costs in connection with such enforcernent.

Section 5.3 Ngticeg gfgertnin Events.

(3) Sellers shall promptly notify Buyer of:

('1) any notice or communication fiorn any Person alleging that the
consent of such Person is or may be required in connection with the transactions
contemplated by this Agreemt;

(ii) any notice or other communication fiom any Goverrrmental Entity
in connection with the transactions contemplated by this Agreement;

(iii) any actions, suits, claims. investigations or proceedings
commenced or, to the 'l\'ustee's Knowledge on behalfofSellers, threatened against,
relating to or involving or otherwise affecting any Seller or the Purchased Assets or the
Assumed Liabilities, that, ifpending on the date ofthis Agreement, would have been
required to have been disclosed pursuant to section 3.7, that relate to the consummation
ofthe transactions contemplated bythis Agreement: and

(iv) the damage or destruction by fire or other casualty of any material
Purchased Asset or any material part thcreofor ifany material Purchased Asset or any
material part thereofbecomes the subject of any proceeding or, to the Trustee's
Knowledge on behalfofSellers, tlncaterred proceeding. for the taking thereofor any part
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thereofor of any right relating thereto by condemnation, eminent domain or other similar
governmental action.

(b) Sellers shall promptly notify Buyer of, and furnish Buyer any information
which Buyer may reasonably request with respect to, the occurrence to the Trustee's Knowledge
on behalfofSellers ofany event or condition or the existence to the Trustee's Knowledge on
behalfofSellers ofany fact that would cause any of the conditions to Buyer's obligations to
consummate the purchase and sale ofthe Purchased Assets not to be fulfilled. Ifbetween the date
hereofand the Closing Date, any ofthe matters referenced in Section $.3(a)(iv) shall have
occurred, then Sellers, at their option, shall either repair any damage or casualty at its expense or
deliver to Buyer on the Closing Date any insurance proceeds (including but not limited to
condemnation insurance proceeds), or rights to receive insurance proceeds. with respect thereto
or the Purchase Price shall be reduced by such amount.

Section 5-4  .

(a) On November 5, 2002 Sellers filed a motion seeking the approval ofsale
procedures (the "Sale Procedures Motion"). Sellers shall pursue the Sale Procedures Motion and
seek entry ofthe order therein in the form attached hereto as Exhibit D (the “Sale Emcedures
Ordgr”) on the grounds that, inter alin, the New DIP Loan provided by Buyer has preserved the
value ofSellers‘ assets and the negotiation ofthe Agreement by Buyerand its offer for the
Purchased‘ Assets will maximize the value to be obtained from the Purchased Assets.

(b) As soon as practicable after execution ofthis Agreement, Sellers shall tile
with the Banlmrptey Court on application or motion (the fl(reasonably satisfactory
in form and substance to Buyer) on shortened time seeking:

(i) approval ofall transactions contemplated under the Agreement on
the terms contained herein and the performance of Sellers 01' their obligations under the
Agreement, including without limitation the sale, trarrsfcr, assignment, conveyance and
delivery ofthe Purchased Assets to Buyer (or its successors or permitted assigns) lice and
clear ofall Liens (except for the Permitted Liens);

(ii) approval ofthe Sellers‘ assumption and assignment ofall ofthe
Assumed Contracts to Buyer;

(iii) approval ofthe Breakup Fee on the grounds that. inter nlin, the
New DIP Loan provided by Buyer has preserved the value ofthe Sellers‘ assets and the
negotiation ofthe Agreement by Buyer and its offer for the Purchased Assets will
maximize the value to be obtained firm the Purchased Assets; and
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(iv) entry of the Sale Orda.

(c) Provided that Buyer has provided a list ofthe Assumed Contracts pursuant to
Section 6.6, not less than twelve (12) days prior to the hearing on the Sale Motion or on any such
date agreed in writing by Buyer, Sellers shall provide written notice to each of the non-Seller
parties to each Assumed Contract of their intent to assume and assign such Assumed Contracts
(including any Cure Amounts) to Buyer.

(d) Sellers further agree to promptly take such actions as are reasonably requested
by Buyer to assist in obtaining Bankruptcy Court approval of the Agreement and entry ofthe
Sale Order, including without limitation furnishing affidavils, declarations or other documents or
information for filing with the Banlmrptcy Court.

Section 5.5 Permits. Prior to the Closing Date, each Seller shall use its

commacially reasonable efforts (1) to identify all material permits necessary to transfer the
Pruehased Assets on the Closing Date and necessary to operate the Intended Business from and
after the Closing Date and (ii) to obtain consents to the transfer ofsuch material permits which
are transferable to Buyer at or prior to Closing. Prior to and alter the Closing, each Seller shall
cooperate with Buyer with respect to the transfer of all material permits.

Section 5.6 (mg Amogpg. Unless the Bankruptcy Cornt orders otherwise.

promptly after the Closing Sellers shall pay all arnounts. as determined by the Bankruptcy Court.
required under Section 365 ofthe Bankruptcy Code to cure any and all defaults under the
Assumed Contracts and to compensate the parties to the Amtnned Contracts for any actual
pecuniary losses resulting fiorn such defaults (the 1which amounts shall be
advanced by Buyer to Sellers for such payment.

Section 5.7 Nae Chang. Prornptly, but in no event later than 30 days, after
the Closing, Setters jointly and severally agree (a) to change the name of each seller to some
other name not using the word “Napster” and (b) alter the Closing. until papers are duly tiled
with the applicable Secretaries ofState to etfeet such name changes, not to use the name ofany
Seller in any way for the purpose ofselling or marketing any product or service or otherwise in
any manner which does orrnight compete with Buyer or. in any other waywhich, in the Buyer's
reasonable judgment. could be detrimental to Buyer's enjoyment of the rights and goodwill it
sought when it paid for and acquired the assets of Sellers, except as expressly agreed by Buyer in
its sole discretion.

ARTICLE 6
COVENANTS OF BUYER

Buyer agrees that:
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Section 6.1  . Prior to the Closing Date and ttfler any
termination ofthis Agreement, Buyer and its Affiliates will hold, and will use their commercially
reasonable efforts to cause their respective ofiicers, directors. employees, accountants. counsel,
consultants. advisors and agents to hold, in confidence, unless legally compelled to disclose
under subpoena or order of any court or regulatory authority ofcompetent jurisdiction and is
advised by counsel to do so. any confidential documents and infomtation concerning the
Intended Business and the Purchased Assets Sellers furnished to Buyer or its Alliliutes in
connection with the transactions contemplated by this Agreement, except to the extent that such
information can be shown to have been (i) previously known on a nonconfidcntial basis by
Buyer or its Affiliates, (ii) in the public domain through no fault ofBuyer or its Afiiliates or (iii)
later lawfully acquired by Buyer fiom sources other than Sellers; provided that Buyer may
disclose such infonnation to its officers, directors, employees, accountants. counsel, consultants,
advisers and agents in connection with the transactions contemplated by this Agreement so long
as such persons are informed by Buyer ofthe confidtial nature of such information and are

directed by Buyer to treat such information confidentially. The obligation ofBuyer and its
afliliates to hold any such information in confidence shall be satisfied ifthey utilize safeguards
and a standard ofcare at least as stringent as the Sellers to preserve the confidentiality oftheir
own confidential inforrnation. If this Agreement is terminated, the confidential infonnatiou that

is written, except for the portion that may be fotmd in documents prepared by Buyer and its
Afiiliates, shall be returned to the Sellers immediately upon request, and no copies or
reproductions shall be retained by Buyer and its Affiliates. That portion ofthe confidential
information that is found in documents prepared by Buyer and its Affiliates, the confidential
information that is oral and the confidential infomtation that is not so requested or returned will
be held by Buyer and its Afliliates and kept confidential pruauant to the terms of this Section 6.1
or destroyed. The complete and final return and destruction ofthe confidential infonnation shall

be continued by Buyer in writing to the Sellers. The delivery or destruction ofthe confidential
information shall not relieve Buyer and its Affiliates of their obligations under this Section 6.1.
After the Closing. Buyer shall continue to be subject to the eontidentialityprovisiorrs of this
Section 6.1 to the extent that Buyer has received fiom Sellers any infonnation which relates to an
Excluded Asset or Excluded Liability.

Section 6.2 No Additjong ggprggmjgns. Buyer acknowledges and agrees
that none ofSellers nor any other Person has made any representation or warranty, expressed or
implied, with respect to (i) the transactions contemplated hereby, (ii) Sellers or Sellers‘ assets,
liabilities or Intended Busines, or (iii) the accuracy or completeness ofany information
regarding any Seller fitmished or made available to Buyer and its representatives. except as
expressly set limb in this Agreement.

Section 6.3 Sggglcrncnlal Qisclosurc. Buyer shall promptly alter the
occturence thereofnotify Sellers of. and fiunish Sellers any information it may reasonably
request with respect to, the occurrence to the knowledge ofBuyer ofany event or condition or
the existence to Buyr=’s knowledge of any {hot that would cause any ofthe conditions to Sellers’
obligation to constnnrnate the purchase and sale of the Purchased Assets not to be fulfilled.
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Section 6.4 A i en to Iiate. Prior to the Closing, upon not les than

two (2) business days’ notice to Sellers, Buyer may assign to its Affiliate all of its rights under
this Agreement and cause its Afliliate to assume all ofthe liabilities and obligations ofBuyer
under this Agreement. Any such assignment and assumption shall not relieve Buyer ofits
liabilities and obligations under this Agreement.

Section 6.5  .Buyer shall use its commercially reasonable
efibrts to cooperate in providing such information and evidence as is necessary to obtain the
orders described in Section 5.4.

Section 6.6 Qelivgg gt‘gs; ofAssg1_1gd Conn-acg. Buyer shall deliver to
Sellers on or before November 15. 2002 a list ofeontracts Buyer has designated as the Assumed
Contracts, provided that Buyer may remove contracts from that list at any time prior to the
Closing.

ARTICLE 7
COVENANTS OF ALL PARTIES

Buyer and Sellers agree that:

Section 7.1 _@mmereial]y Reasonable Efforts; Furthg Assurances.

(a) Subject to the terms and conditions ofthis Agreement, Buyer and Sellers will
each use their commercially reasonable etforts to take, orcause to be taken, all actions and to do,
or cause to be done, all things necessary or desirable under applicable laws and regulations to
consummate the transactions contemplated by this Agreement. Sellers and Buyer each agree to
execute and deliver such other documents, certificates, agreements and other writings and to take
such other actions as maybe necessary or desirable in order to consurmnate or implement
expeditiously the transactions contemplated by this Agreement and to vest in Buyer good and
marketable title to the Purchased Assets.

(b) Sellers hereby constitute and appoint. effective as ofthe Closing Date. Buyer
and its successors and assigns as the true and lawlbl attorney ofSellers with full power of
substitution in the name ofBuyer or in the name of each Seller, but for the benefit ofBuyer (i) to
collect for the account ot‘Bnyer any items ofPurchased Assets and (ii) to institute and prosecute
all proceedings which Buyer may in its sole discretion deem proper in order to assert or enforce
any right, title or interest in, to orunder the Purchased Assets, and to defend or compromise any
and all actions, suits or proceedings in respect oftho Purchased Assets. Buyer shall be entitled to
retain for its own account any amounts collected pursuant to the foregoing powers. including any
amounts payable as interest in respect thereof.
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(c) Subject to the terms and conditions of this Agreement, Buyer and Sellers will
each use their commercially reasonable efforts to take all action and to do all things necessary,
proper, or advisable to consummate and make effective the transactions contemplated by this
Agreement (including without limitation Sellers’ use oftheir commercially reasonable efforts to
file any and all necessary documents to transfer or assign the domain names with the applicab
registrar ofdomain names) and to obtain approval and entry ofthe Sale Order. '

Section 7.2 Qertnig Eilingg. Sellers and Buyer shall cooperate with one
another (a) in detennining whether any action by or in respect of, or filing with, any
Govumrrental Entity is required, or any actions, consents, approvals or waivers are required to
be obtained from parties to any material contracts, in comedian with the consummation ofthe

transactions contemplated by this Agreement and (b) in taking such actions or making any such
filing, firrnishing information required in connection therewith and seeking timely to obtain any
such actions, consents, approvals or waivers.

Section 7.3 Public Agggrglcemcng. The parties agree to consult with each
other before issuing any press release or making any public statement with respect to this
Agreement or the transactions contemplated hereby and, except as may be required by applicable
law or any listing agreement with any national securities exchange, will not issue any such press
release or make any such public statement prior to such consultation.

Section 7.4 Pgst-Closing Access to Book; and Rafi. Alter the Closing
Date, the parties agree that they will each cooperate with and make available to the other party,
during normal business hours, all Books and Records, information (without substantial
disruption of ernployrrrent) retained and remaining in existence alter the Closing Date which are
necessary or usefirl in connection with any inquiry relating to Taxes or any audit. investigation or
dispute, any litigation or investigation or any other matter requiring any such Books and
Records, information or employees for any reasonable business purpose. The party requesting
any such Books and Records, information shall bear all ofthe out-of-pocket costs and expenses
(including, without limitation, attomeys' fee, but excluding reirnbursentent for general
overhead, salaries and employee benefits) reasonably incurred in connection with providing such
Books and Records, information or employees. Sellers may require certain financial information
relating to the Intended Business for periods prior to the Closing Date for the purpose offiling
federal, state, local and foreign Tax Returns and other governmental reports, and Buyer agrees to
firrnish such information to Sellers at Sellers‘ request and expense.

ARTICLE 8
TAX MATIERS

Section 8.1  . Sellers haeby represent and warrant to Buyer that:
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l _i______
(a) Sellers have timely paid all Taxes, and all interest and penalties due thereon,

payable by it for the Pro-Closing Tax Period which will have been required to be paid on or prior
to the Closing Date, the non-payment ofwhich would result in it Lien on any Purchased Asset.
would otherwise adversely street the intended Business or would result in Buyer becoming liable
or responsible therefor.

(b) Sellers have established, in accordance with generally accepted accounting
principles applied on a basis consistent with that ofpreceding periods, adequate reserves for the
payment of; and will timely pay all Tax liabilities, assessments, interest and penalties which arise
from or with respect to the Purchased Assets or the operation ofthe Intended Business and are
incurred in or attributable to the Pre—Closing Tax Period. the non-payment ofwhich would result
in a Lien on any Purchased Asset, would otherwise adversely affect the Intended Business or
would result in Buyer becoming liable therefor.

(c) At the Closing, Sellers shall provide a schedule rellccting accrued and unpaid
real and personal property Taxes on all Purchased Assets using a ratable daily accrual method.
Sellers will furnish Buyer with on analysis ofthis amount itemized by property and jurisdiction.

Section 8.2 flax ngrntion; Allocation offlfaxes.

(:1) Buyer and Sellers agree to furnish or cause to be furnished to each other, upon
request. as promptly as practicable such information and assistance relating to the Ptmchesed
Assets and the Intended Business as is reasonably necessary for the filing ofall Tax returns. and
making ofany election related to Taxes, the preparation for any audit by any taxing authority.
and the prosecution or defense ofany claim, suit or proceeding relating to any Tax return.
Sellers and Buyer shall cooperate with each other in the conduct ofany audit or other proceeding
related to Taxes involving the Intended Business and each shall execute and deliver such
documents as are necessary to carry out the intent of this paragraph (a) ofSection 8.1

(b) All Apportioned Obligations shall be apportioned between Sellers and Buyer
as ofthe Closing Date based on the number ofdays ofsuch taxable period included in the Pre-
Closing Tax Period and the number ofdays ofsuch taxable period included in the Post-Closing
Tux Period. Sellers shall be liable for the proportionate amount ofsuch taxes that is attributable
to the Pie-Closing Tax Period, and Buyer shall be liable for the proportionate amount ofsuch
taxes that is attributable to the Post—Closing Tax Period.

Within 90 days after the Closing, Sellers and Buyer shall each present a ststernent
to the other setting forth the amount of reimbursement to which each is entitled under this
Section 8.2(b) together with such supporting evidence as is reasonably necessary to calculate the
proretion amount. The pmration amount shall be paid by the party owing it to the other within
10 days after delivery of such statement Iherealler, Sellers shall notify Buyer upon receipt of
any bill for real or personal property taxes misting to the Purchased Amets. part or all ofwhich is
attributable to the Post-Closing Tax Period, and shall promptly deliver such bill to Buyer, who
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shall pay the same to the appropriate taxing authority, provided that if such bill covers the Pro-
Closing Tax Period, Sellers shall also remit prior to the due date of assessment to Buyer,

payment for the proportionate amount of such bill that is attributable to the Pro-Closing Tax
Period. If either Sellers or Buyer shall therealter make a payment for which it is entitled to
reimbursement under this Section 8.20)). the other party shall make such reimbursement
promptly but in no event later than 30 days after the presentation ofa statement setting forth the
amount of reimbursement to which the presenting party is entitled along with such supporting
evidence as is reasonably necessary to calculate the amount of reimbursement. Any payment
required under this Section and not made within l0 days of delivery of the statement shall bear
interest at the rate per annum determined, from time to time, under the provisions of Section
662l(a)(2) ofthe IRC for each day until paid.

(c) Any transfer. documentary, sales, use or other Taxes assessed upon or with
respect to the transfer ofthe Purchased Assets to Buyer and any recording or filing fees with
respect thereto shall be paid by Seller.

Section 8.3 jlxangfer ‘face. In accordance with section l l46(c) ofthe
Bankruptcy Code, the making or delivery of any instrument oftransfer, including the filing of

any deed or other document ohransfer to evidence, effectuate or perfect the rights. transfer and
interest contemplated by this Agreement, shall be in contemplation ofa plan or plans of
reorganization to be confirmed in the Bankruptcy Case, and as such shalt be flee and clear ofany
and all transfer tax, stamp tax or similar taxes. The instruments transferring the Assets to Buyer
shall contain the following endorsement:

“Because this [instrument] has been authorized pursuant to Order
of the United States Bankruptcy Court for the District ofDelaware.
in contemplation of a plan of reorganization of the Grantor, it is
exempt from transfer taxes, starnp taxes or similar taxes pursuant
to It U.S.C. §l146(c ."

In the event real estate transfer taxes are required to he paid in order to record the
dwds to he delivered to Buyer in accordance herewith, or in the event any such taxes are
assessed at any time thercaficr, such real estate transfer taxes incurred as a result of the

transactions contemplated hereby shall be paid by Sellers. In the event sales, use or other
transfer taxes are assessed at Closing or at any time thereafier on the transfer ofany other Assets.
such taxes incurred as a result of the transactions contemplated hereby shall be paid by Sellers.

Section 8.4 Tg Eaymgfis Made by Buyer. Any payments made by Buyer for
which it is entitled to reirnbursernent under Section 8.2(b) and Section 8.3 of this Agreement
shall constitute allowed superpriority administrative expense claims against the Sellers estates
with priority ova any and all administrative expenses ofthe kind specified in Bankruptcy Code
Sections 5030:) and 507(1)).
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ARTICLE 9

CONDITIONS T0 CLOSING

Section 9.1 Cogditions to Bnn:_r;'s Qbligations. The obligation of Buyer to
consummate the Closing is subject to the satisfaction (or waiver by Buyer, without further notice
to parties in interest or approval by the Bankruptcy Court) ofthe following conditions:

(a) The representations and warranties ofSellers made in this Agreement shall be
true and correct in all material respects as of the Closing Date as though made as of such time,
except to the extent such representations and warranties expressly relate to an earlier date (in
which case such representations and warranties shall be true and correct in all material respects
on and as of‘such earlier date). Sellers shall have performed or complied in all material respects
with all obligations and covenants required by this Agreement to be performed or complied with
by Sellers by the Closing Date. Sellers shall have delivered to Buyer a certificate dated the
Closing Date confirming the foregoing.

(b) No provision ofany applicable statute, rule. regulation. executive order,
decree, temporary restraining order, judgment, preliminary or permanent injunction or other
order enacted, entered, promulgated, entbreed or issued by any Governmental Entity shall be in
effect that (x) prevents the sale and purchase ot"the Purchased Assets or any of the other
transactions contemplated by this Agreement, (y) would adversely affect or interfere with the
operation" of the Intended Business previously conducted after the Closing, or (2) would require
Buyer or any ofits Aftiliates to sell or otherwise dispose of, hold separate orotherwise divest
itselfof, or operate in any particular manner, any of the Purchased Assets or any ofthe assets,
properties or business ofBuyer or any ofits Affiliates.

(c) There shall not be pending or threatened by any Governmental Entity any suit,
action or proceeding, (1') challenging or seeking to restrain, prohibit, alteror materially delay the
sale and purchase ofthe Purchased Assets or any ofthe other transactions contemplated by this
Agreement, or seeking to obtain from Buyer or any ofits Affiliates in connection with the sale

and purchase of the Purchased Assets any material dantagts or (ii) seeking to prohibit Buyer or
any ofits Afliliates horn effectively controlling or operating a material portion ofthe Intended
Business or the Purchased Assets.

((1) Sellers shall have received all Required Consents as at: forth in Schedule 3.4.

(c) The Banlauptcy Court shall have entered the Sale Order and the Sale Order

shall not have been modified, amended or stayed, except as agreed to by Buyer, and shall have
become a Final Order.
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(1) The Intellectual r>roperty'nights shall be transferred to the Buyer. and upon
Closing shall be flee and clear ofall interests of any ldnd or nature whatsoever including without
limitation any interest oflohn Farming in the Assigned Intellectual Property.

(g) All documentation that is necessary to transfer and assign to Buyer the
Intellectual PropcrtyRights or to perfect and record such transfer and assignment shall have been
delivered to Buyer.

Section 9.2 Conditions to Qliggtion ofgellg. The obligation of Sellers to
consummate the Closing is subject to the satisfaction (or waiver by Sellers, without further
notice to parties in interest or approval by the Bankruptcy Court) of the following conditions:

(a) The representations and warranties ofBuyer made in this Agreement shall be
true and correct as ofthe Closing Date as though made as ofsuch time, except to the extent such
representations and warranties expressly relate to an earlier date (in which case such
representations and warranties shall be true and correct in all material respects on and as ofsuch
earlier date). Buyer shall have pertbrmcd or complied in all material respects with all obligations
and covenants required by this Agreement to be performed or complied with by Buyer by the
Closing Date. Buyer shall have delivered to Sellers a certificate dated the Closing Date and
signed by the chief financial officer ofBuyer confirming the foregoing and certifying the
resolutions ot‘Buycr's Board ot'Directors approving the transactions contemplated hereunder.

(b) No provision ofany applicable statute, rule, regulation, executive order,
decree, temporar-_y restraining order, judgment, preliminary or permanent injunction or other
order enacted. entered, promulgated, enforced or issued by any Governmental Entity shall be in
effect that prevents the sale and purchase ofthe Purchased Assets or any ofthe transactions
contemplated by this Agreement.

(c) There shall not be pending or threatened by any Governmental Entity any suit,
action or proceeding. (i) challenging or seeking to rut:-ain, prohibit, alter or materially delay the
sale and purchase ofthe Purchased Assets or any of the other transactions contemplated by this
Agreement or seeking to obtain from Sellers in connection with the sale and purchase of the
Purchased Assets any material damages.

(d) The Bankruptcy Court shall have entered the Sale Order and the Sale Order
shall not have been modified, amended or stayed, except as agreed to by Sellers, and shall have
become a Final Order.

Section 9.3 _ErusIrntio;t ofQogr_d1tj_qns. Neither Buyer nor Sellers may rely on
the failure ofany condition set forth in Section 9.1 or 9.2, respectively, to be satisfied ifsuch
failure was caused by such party‘: failure to act in good faith or to use its reasonable efforts to
cause the Closing to occur, as provided in this Agreement.
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ARTICLE 10
SURVIVAL

Section 10.1 §urvival. The covenants, agreements, representations and
warranties ofSellers and Buyer hereto contained in this Agneerncnt or in any certificate or other
writing delivered pursuant hereto or in connection herewith shall not survive the Closing except
for the covenants and agreements contained herein which contemplate or specifically provide for
performance utter the Closing Date.

ARTICLE 11
TERMINATION

Section I l.l Grounds for Termination. This Agreement may be terminated at
any time prior to the Closing:

(a) by mutual written agreement of Sellers and Buyer,

(b) by either Sellers or Buyer ifthe Closing shall not have been eonsurnrnated on
orbefore December 31. 2002;

(c) by either Sellers or Buyu ifthere shall be any law or regulation that makes
the consummation ofthe trrmsactiors contemplated hereby illegal or otherwise prohibited or if
consummation ofthe transactions contemplated hereby would violate any nonappeolable final

order. decree orjudgment of any court or governmental body having competentjurisdiction;

(d) by Buyer if(i) then: is the entry ofan order, which has not been withdrawn.
dismissed or reversed dismissing the Bankruptcy Case or converting the Bankruptcy Case to a
case under Chapter 7 ofthe Bankruptcy Code, (ii) Sellers file a motion, application or other
petition to effect or consent to the foregoing or (iii) there is an Event ofDefault under the New
DIP Loan‘.

(e) by Buyer ifthe Sale Order shall not have been entered on orprior to
December 6, 2002;

(I) ifthe Bankruptcy Court shall have approved the sale of any or all ofthe
Purchased Assets to a Person other than Buyer; and

(g) by Buyer if the Sales Procedure Order shall not have been entered on or prior
to November 20, 2002.
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The party desiring to terminate this Agreement pursuant to clauses (b), (c), (ci),
(e), (t), or (3) shall give notice ofsuch termination to the other parties.

Section l 1.2 §fl'ect ofTfljnation. If this Agreement is terminated as

permitted by Section 1 1.1, such termination shall be without liability ofany party (or any
stockholder, director, otficer, employee, agent. consultant or representative ofsuch party) to the
other party to this Agreement; provided that it‘ such termination shall result from the willfirl

failure ofany party to fulfill a condition to the performance of the obligations ofanother party.
failure to perform a covenant of this Agreement or breach by any party to this Agreement ofany
representation or warranty or agreement contained herein, such falling or breaching party shall
be fully liable for any and all losses incurred or suflcred by the other party as a result ofsuch
failure or breach; andprovidedfitrflrer that ifthis Agreement is terminated pursuant to Section
ll.l(t) as a result of the Bankruptcy Court‘s approval of the sale ofany or all ofthe Purchased
Assets to another Person, Sellers shall jointly and severally pay Buyer the Breakup Fee. The
provisions ofSections 5.2, 6.1, ll.2, l3.3, I14 and l3.5 shall survive any termination hereof
pursuant to Section ll.l.

ARTICLE 12
MISCELLANEOUS

Section 12.1 flotjg. All notices or other communications required or
permitted to be given henetmder shall be in writing and shall be delivered by hand, sent by
confirmed fax or sent, postage prepaid. by registered, certified or express mail or reputable
overnight courier service and shall be deemed given when so delivered by hand, confinncd tinted
or ifrnailed, three days afier mailing (one business day in the case ofcxpress mail or overnight
courier service), as follows (or to such other address or telecopy number as the applicable party
shall have notified the other parties in writing in uccordnnoo with this Section):

ifto Buyer, to:

Roxio, Inc.
455 El Camino Real

Santa Clara, CA 95050

Attention: William Gnowney, Esq.
Fax: (408) 367-2913

with a copy to:

O'Me|vcny & Myers LLP
610 Newport Center Drive. 17°‘ Floor
Newport Beach, CA 92660

Attention: Suzzanne Uhland, Esq.
Fax: (949) 823-6994

if to Sellers, to:
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Hobart G. Truesdell, as Chapter 11 Trustee
Walker, Truesdell. Radick & Associates
380 Lexington Avenue, Suite 1514
New York, NY 10168
Fax: (212) 687-0994

with a copy to:

Morrison & Focrstcr LLP
1290 Avenue ofthe Americas

New York, New York 10104-0050
Attention: John R. Hcmpill

Fax: (212) 468-7900

and

Ofiicial Committee ofUnsecured Creditors

Greenbcrg Traurig, LLP
200 Park Avenue

New York. New York 10166
Attention: Rick B. Antnnofi, Esq.

Fax: (212) 801-6400

Section 12.2 Amendments and Waivers.

(a) Any provision ofthis Agreemmt may be amended or waived prior to the
Closing Date if, but only if, such amendment or waiver is in writing and is signed, in the case of
an amendment, by each party to this Agreement, or in the case ofa waiver, by the party against
whom the Waiver is to be effective.

(b) No failure or delay by any party in exercising any right, power or privilege
hereunder shall operate as a waiver thereofnor shall any single or partial exercise thereof
preclude any other or further exercise thereofor the exercise of any other right, power or
privilege. The rights and remedies herein provided shall be cumulative and not excludve ofany
rights or remedies provided by law.

Section 12.3 Fees and Egggsrs.

(n) Except as otherwise provided haein, all costs and expenses incurred in
connection with this Agreement shall be paid by the party incurring such cost or expense.

NoI5m5os.7 ' 31 '



— 

(b) Sellers shall pay ('1) all fees or commissions ofany investment banker, broker
or finder retained by it that has acted for Sellers in connection with this Agreement or the -
transactions contemplated hereby and (ii) the Breakup Fee if this Agreement is terminated
pursuant to Section 1 l.l(t) as contemplated by Section 11.2.

(c) Buyer shall pay all fees or commissions ofany investment banker. broker or
finder retained by it that has acted for Buyer in connection with this Agreement or the
transactions contemplated hereby.

Section 12.4 Successors and Assigns. The provisions ofthis Agreement shall
be binding upon and inure to the benefit of the parties hereto and their respective successors and
assigns; provided that no party may assign, delegate or otherwise transfer any ofits rights or
obligations under this Agreement without the consent of‘the other party hereto except that,
pursuairt to Section 6.4. Buyer may transfer or assign, in whole or from time to time in part, to its
Alfiliate, the right to purchase all or a portion ofthe Purchased Assets. but no such transfer or
assignment will relieve Buyer ofits obligations hereunder.

Section 12.5 Qgveming Law. This Agreement shall be governed by and
construed in accordance with the law ofthe State ofCalifornia. without regard to the conflicts of
law rules ofsuch State.

Section 12.6  .This Agreement maybe signed in
any number ofcounterparts, each ofwhich shall be an original, with the same effect as if the
signatures thereto and hereto were upon the same instrument. This Agreement shall become
effective when each party hereto shall have received a counterpart hereofsigned by the other
parties hereto.

Section 12.7 ‘ A ear Third efieinri . ThisAgrcetnent. and
the documents referred to herein and therein constitute the entire agreement between the parties
with respect to the subject matter hereof and supersede all prior agreements and understnndings,
both written and oral, between the parties with respect to such subject matter. No representation,
inducement, promise, understanding, condition or warranty not set forth herein has been made or
relied upon by any party hereto. Neither this Agreement nor any provision hereof is intended to
confer upon any Person other than the parties hereto any rights or remedies hereunder.

Section 12.8 Capgons. The captions herein are included for convenience of
reference only and shall be ignored in the construction or interpretation hereof.

Section 12.9 Sgvgrnbiljty. Ifany provision ofthis Ayecrnurt (or any portion
thereof) or the application ofany such provision (or any portion thereof) to any Person or
circumstance shall be held invalid, illegal or unenforceable in any respect by a court of
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competent jurisdiction, such invalidity, illegality or unenfomcability shall not aflect any other
provision hereof(or the remaining portion thereof) or the application of such provision to any
other Persons or circumstances.

Section 12.10 Consent to Jurisdiction. Each party hereto irrevocably submits to
the non-cxclusivcjurisdietion ofthc United States Bankruptcy Court for the District ofDelawarc
for thc purposes ofany action, suit or other proceeding arising out ofor related to this
Agreement, or any tnnsaction contemplated hereby but for no other purpose. Each party hereto
irrevocably and unconditionally waives any objection to the laying ofvenue ofany action, suit or
proceeding arising out ofthis Agreement or the transactions contemplated hereby in the
Bankruptcy Court, and hereby further irrevocably and unconditionally waives and agrees not to
plead or claim in any such court that any such action, suit or proceeding brought in any such
court has been brought in an inconvenient forum.

Section 12.11 WAIVER OF JURY TRIAL. EACH OF THE PARTIES
HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING AR1SlNG OUT OF OR RELATED TO 'I'HlS

AGREEMENT, ANY OTHER DOCUMENT REFERRED TO HEREIN OR THE
TRANSACTIONS CONTBMPLATED HEREBY OR TI-IEREBY.
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Nov 14 02 !)8:44p Bill Gr-oumus 408 635 7803 9.2

INWH'NESSWHEREOF,lhcpaxtieshctctnhIvccau:edthi:Agvc:neu!lobc
duly cxeculcd by their respective authorized olficcts as own any and year 5151 abova Wril.u:n.

BUYER: ROXIO. INC.

3.!’
1. Shea

Chi:fOpcrntiug Ofiiccr

ssnuzns:  
BY-

Hobut G. '|‘tuc&dc!l

Chupm I 1 ‘Waste: for Nnputa, Inc. Napdu
Music Company. Inc. and Nupstw Mobil:
Company, Inc.
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BUYER: ROXIQ. INC.

 
By: ,___.....__.__._

Thom» I. sue:
Chintopaaung Oman

SELLERS:

By‘
Hobart 6. ‘mmddi
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Music Company. Inc. In:lNaps1xxMo$i1=
Comm. Inc-
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Exhibit A

Assignment and Assumption Agreement
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WARRANT AGREEMENT

rms WARRANT AGREEMENT (this “Agreement") dated as of the yfhay or
November, 2002, by and between Roxio inc. a Delaware Corporation (the “Company").
and NAPSTER, lNC., a Delaware corporation (the “Warrantholder").

RECITALS

WHEREAS, the Warrantholder is a. debtor in a proceeding under Chapter 1 l of the

Bankruptcy Code pending in the United States Bankruptcy Court for the District ofDelaware
(the “Bankruptcy Court”);

WHEREAS, the Company and Warrantholder parties to that certain Asset
Purchase Agreement, dated as of the date hereof (the “Purchase Agreement"). pursuant to
which the Company is purchasing certain assets ofthe Wnrmnthoider, and

WHEREAS, in order to induce the Warrantholder to enter into the Purchase

Agreement, the Company has granted to the Warrantholder, efiectivc as ofthe date hereof
(the "Grant Date“), a warrant to purchase l00,000 shares of the Company's Common Stock,
par value $0.001 per share (the “Common Stock"), subject to and upon the terms and
conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual promises and covenants made
herein and the mutual benefits to be derived herefrom and for other good and valuable

consideration, the receipt of which is hereby acknowledged, the parties agree as follows:

1. grant of Warggnt. This Agrccrnent evidences the Company's grant to the
Wan-antholder oi’ the right and option to purchase, subject to and on the terms and
conditions set forth herein, 100,000 shares of the Company's Common Stock (the

“Shares"), at $3.124 per share (the ‘‘warrant"), exercisable from time to time as
provided in Section 2 hereofprior to the close ofbusiness on the day before the third
anniversary ofthe Grant Date (the "Expiration Date"), unless earlier terminated
pursuant to Section $(c) hereof.

2. Exerclsabillty oi‘ Warrant. The Warrant is exercisable. in whole or in parg at any
time from the Grant Date until the Expiration Date, unless earlier terminated pursuant
to Section 5 hereof. If. at any time ofexercise, the Warrantbolder does not purchase
all of the Shares to which the Warmntholder is entitled under this Agreement, the
Warrantholder has the right cumulatively thereafter to purchase any such Shares not

so purchased and such right shall continue until the Expiration Date (unless earlier
terminated pursuant to Section $(c) hereof). The Warrant shall only be exercisable in
respect of whole Shares, and fractional Share interests shall be disregarded.

3. Methodof x sea a t.

(a) The Warrant shall be exercisable by the delivery to the Secretary of the
Company by the Wmrnntholder ofa written notice accompanied by
(i) delivery ofan executed Exercise Agreement in the form attached hereto as
Exhibit A, (ii) payment of the full purchase price of the Shares to be purchased
upon such exercise, and (iii) payment in full of any tux withholding obligation
under federal, state or local law. Payment shall be made in the form ofa
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certified or cashier's check payable to the order of the Company. Certificates
for Shares so purchased, together with any other securities or property to
which the Warrantholder is entitled upon such exercise, shall be delivered to
the Warruntholder by the Company at the Company's expense promptly atier
the Warrant has been so exercised. Each such certificate shall be in such

denominations ofCommon Stock as may be requested by the Warrantholdcr
and shall be registered in the name of the Warrantholder.

In lieu of exercising the Warrant for cash, the Wnrrantholder may elect to
receive shares equal to the value (as determined below) ofthe Warrant (or the
portion thereofbeing canceled) by surrender of the Warrant at the principal
ofiicc of the Company, together with an executed Exercise Agreement in the
form attached hereto as Exhibit A, in which event the Company shall issue to
the Warrantholder a number of Shares computed using the following formula:

X =Y1A-B1
A

Where:

X = the number ofsharcs to be issued to the Warrantholder.

Y = the number of Shara purehasable under the Warrant or. ifonly a portion
ofthe Warrant is being exercised. the portion of the Warrant being exercised
(at the date ofsuch calculation).

A = the Fair Market Value (as defined below) ofone share of Common Stock.

B = the Exercise Price (as adjusted to the date ofsuch calculation).

“Fair Market Value" shall be (i) if the Common Stock ofthe Company is
publicly traded on a national securities exchange or 'l‘he Nasdaq Stock Market,
the average of the closing prices ofthe Common Stock on such exchange or
murioct over the five (5) trading days ending immediately prior to the date on
which the Company receives the applicable Exercise Agreement, (ii) if the
Common Stock is actively traded over-the—coimtet, the average ofthe closing
bid prices over the five (5) day period ending immediately prior to the date on
which the Company receives the applicable Exercise Agreement and (iii) if
there is no active public market, the value determined in good faith by the
Board of Directors of the Company.

4. Warrant Ngt Transferable.

(R)

(11)

NBl:57!l5‘JI.'l

The Warrant may be exercised only by. and shares issuable pursuant to the
Warrant shall be issued only to, the Wan-antholder except with respect to
clause (b) below.

No right or benefit under the Warrant shall be transferrablc by the
Warrantholder or shall be subject in any manner to anticipation, alienation,
sale, transfer. assignment. pledge. encumbrance or charge and any such
attempted action shall be void; however, it is contemplated by this Agreement
that the Warrantholder may transfer the Warrant (in whole, but not in part) and



the rights and obligations thereunder to a single successor to the
Wrtrrantholder under a plan confirmed by order of the Bankruptcy Court,
provided that the single successor is an “accredited investor" as defined in
Regulation D promulgated under the Securities Act (as defined below) and
such transfer is exempt from registration under, and complies with, all
applicable federal and state securities laws. or. after consultation with the
Company’s counsel, the Company concludes that such transfer is otherwise
exempt from registration under, and complies with, all applicable federal and
state securities laws and such transfer would otherwise be exempt under, and

comply with, all applicable federal and state securities laws (including but not
limited to Section 2S102(t) of the California Corporate Sccrnities Law) ifsuch
transferee were the original purchaser hereunder.

5. gdjrrstnrent and fljerrnlnatlon gpon Certain Events. The Exercise Price and the
number of Shares prnehasable upon exercise ofthe Warrant shall be subject to
adjustment from time to time upon the occurrence ofcertain events described in this
Section 5. Upon each adjustment of the Exercise Price, the Wnrrantholder shall
thereafier be entitled to purchase, at the Exercise Price resulting tiom such
adjustment, the number ot'Shnres obtained by multiplying the Exercise Price in etfect
inunediately prior to such adjustment by the number of Shares purchasablc pursuant
hereto immediately prior to such adjustment, and dividing the product thercofby the
Exercise Price resulting from the adjustment.

(8)

(b)

NBl'.579S‘.||.7

If the Company shall at any time prior to the expiration ofthe Warrant
subdivide its Common Stock, by stock split or otherwise, or combine its
Common Stock, or issue additional shares ofits Common Stock as a dividend

with respect to any sham of its Common Stock, the number ofShares issuable
on the exercise of the Warrant shall be forthwith proportionately increased in
the case ofa subdivision or stock dividend, or proportionately decreased in the
ease cfa combination. Appropriate adjustments shall also be made to the
Exercise Price as provided herein, but the aggregate purchase price payable for
the total number ofshares purchasable under the Warrant (as adjusted) shall
remain the same. Any adjustment under this Section 5(a) shall become
effective at the close cfbuainess on the date of the subdivision or combination
becomes elfectivc or as ofthe record date of such dividend, or in the event that
no record date is fixed, upon making ofsuch dividend.

In case of (i) any reclassification, capital reorganization, or change or
conversion in the Common Stock ofthe Company (other than as a result of a
subdivision, combination, or stock dividend provided for in Section 5(3)
above) or (ii) any dividend or distribution of Common Stock (other than as a
result of a subdivision, combination or stock dividend provided for in Section

5(a) above), or other securities which are at any time directly or indirectly
convertible into or exchangeable for any other securities ofthe Company or
another issuer, cash, evidence of indebtedness ofthe Company or another
issuer or any rights or options to subscdbe for, purchase or otherwise acquire
any ofthe foregoing by way ofdividend or other distribution, then, as a
condition of such reclassification, reorganization, or change, lawful provision
shall be made, and duly executed documents evidencing the same fiom the
Company or its succsor shall be delivered to the Warrantholder, so that the



Warrantholder shall have the right at any time prior to the expiration ofthe

Warrant to purchase, at a total price equal to that payable upon the exercise of
the Warrant, the kind and amount ofshares ofstock and other securities and

receivable in connection with such reclassification, reorganization or

change by a holder of the same number ofshares ofCommon Stoclc as were
purchasable by the Wammtholder immediately prior to such reclassification,
reorganization or change. In any such case appropriate provisions shall be
made with respect to the rights and interest of the Warrantholder so that the
provisions hereofshall thereaiier be applicable with respect to any Shares or
other securities and property deliverable upon exercise hereof. and appropriate
adjustments shall be made to the Exercise Price as provided herein; provided
further the aggregate purchase price shall remain the same.

(c) Notwithstanding anything else contained herein to the contrary, the Warrant to
the extent not previously exercised shall terminate upon (i) the liquidation or
dissolution ofthe Company, (ii) the closing of a sale of all or substantially all
of the Company's assets, or (iii) the closing ofthc acquisition of the Company
by another entity by means ofa merger, consolidation or other transaction or
series ofrelated transactions, resulting in the exchange ofthe outstanding

shares ofthe Company‘: capital stock such that stockholders of the Company
prior to such transaction own, directly or indirectly, less than 50% ofthe
voting power of the surviving ontity.

(d) Promptly alter any adjustment to the number or class ofShares subject to the
Warrant and the Exercise Price, the Company shall give written notice thereof
to the Warrantholder, setting forth in reasonable detail and certifying the
calculation ofsuch adjustment. in case ofany ofthe events described in
Section 5(c) above, the Company shall give reasonable prior written notice
thereof to the Warrantholder, which shall be at least 20 days prior to each such

event. setting forth in reasonable detail a description of any such event
including, among other things. the date on which the event is scheduled to
occur; provided, however, ifa record date is set by the Company with respect
to any such event, the Company will provide the Warrantholder reasonable
prior written notice ofsuch record date, which shall be at least 20 days prior to
such record date. Any and all notices shall be delivered in accordance with
Section 8 below.

Compliance; Application ofggritrefi Laws. This Agreement and the otfer,
issuance and delivery ofthe Warrant and the Shares are subject to compliance with all-
npplicablc federal and state laws, rules and regulations (including but not limited to
state and federal securities laws and federal margin requirements) and to such

approvals by any listing. regulatory or governmental authority as may, in the opinion
ofcounsel for the Company, be necessary or advisable in connection therewith.

Investment ltgpggptggggs. By execution of this Agreement, the Warrantholder
makes the representations set forth below to the Company and acknowledges that the
Company's reliance on federal and state securities law exemptions fiom registration
and qualification is predicated, in part, on such representations:

(a) No Intent to Sell. The Warrantholdcr represents that it is acquiring the
Warrant and the Shares solely for its own account, for investment purposes
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(<1)

(°)

(2)
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only, and not with a view to or an intent to sell. or to ofi'er for resale in
connection with arty unregistered distrilmtion ofall or any portion ofthe
Warrant or the Shares within the meaning of the Securities Act of I933, as
amended (the "Securities Act") or applicable state securities laws. except as
contemplated under Section 4(1)) of this Agreement.

Accredited Investor. The Wanantholder represents that it is an “accnedited
investor" as defined in Regulation D promulgated under the Securities Act.

No Reliance on Company. in evaluating the merits and risks of an
investment in the Warrant and the Shares, the Wan-antholder represents that it
has and will rely upon the advice ofits own legal counsel, tax advisors, and/or
investment advisors. Accordingly, the Warrantholdcr hereby represents and
warrants that it has reviewed the legal. accounting, tax and other economic
aspects of the Warrantholder's irtvestment with the War-rantholder's own
advisors and is not relying on the Company for any legal, tax, accounting or
other economic considerations involved in the Warrat1tholder's investment in

the Company.

Restrictions on Warrant and Shares. The Warrantholder represents that it
understands that the Warrant and the Shares are and will be characterized as
“restricted securities" under the federal securities laws since the Warrant and

the Shares are being acquired from the Company in a transaction not involving
a public ofiering and that under such laws and applicable regulations such
securities may be resold without registration under the Securities Act only in
certain limited circumstances. The Warrantholder agrees not to make any
disposition ofthe Warrant or the Shares, except in compliance with all
applicable federal and state securities laws and unless and until: (a) there is
then in effect a registration statement under the Securities Act covering such
proposed disposition and such disposition is made in accordance with such
registration statement; or (1)) such disposition is made in accordance with
Rule 144 under the Securities Act; or (c) the Wsrrantholder notifies the

Company of the proposed disposition and furnishes the Company with a
statement ofthe circumstances surrounding the proposed disposition, and, if
requested by the Company, the Warrantholder furnishes the Company with an
opinion ofcounsel acceptable to the Company's counsel. that such disposition
will not require registration under the Securities Act and will be in compliance
with all applicable state securities laws.

Additional Restrictions. The Warrantlroldcr represents that it has read and
understands the restrictions and limitations imposed on the Warrant and the
Shares in this Agreement

No Company Representations. The Warrantholder represents that at no time
was an oral representation made to it relating to the purchase of the Warrant or
the Shares and that it was not presented with or solicited by any promotional
meeting or material relating to the Wanant or the Shares.

Share Certificate Legend. The Warrarrtholder represents that it understands
and acknowledges that any certificate evidencing the Shares (or evidencing
any other securities issued with rmpect thereto pursuant to any stock split,



stock dividend or other form ofreorganization or recapitalization) when issued
shall bear, in addition to any other legends which may be required by
applicable state securities laws, the following legend:

“OWNERSHIP OF THIS CERTIFICATE AND THE SHARES
EVIDENCED BY THIS CERTIFICATE AND ANY INTEREST
TIIEREIN ARE SUBJECT TO RESTRICTIONS ON TRANSFER
UNDER APPLICABLE LAW AND UNDER AN AGREEMENT WITH
THE COMP , INCLUDING RESTRICTIONS ON SALE,
ASSIGNMENT, TRANSFER, PLEDGE OR OTHER DISPOSITION, A
COPY OF WHICH IS AVAILABLE FOR REVIEW AT THE OFFICE
OF THE SECRETARY OF THE COMPANY."

“THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN
REGISTERED OR QUALIFIED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (“ACT”), NOR HAVE THEY BEEN
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF
ANY STATE. NO TRANSFER OF SUCH SECURITIES VVILL BE
PERMITTED UNLESS A REGISTRATION STATEMENT UNDER
THE ACI’ IS IN EFFECT AS TO SUCH TRANSFER, THE TRANSFER
IS MADE IN ACCORDANCE WITH RULE I44 UNDER THE ACT. OR
IN THE OPINION OF COUNSEL TO THE CORPORATION,
REGISTRATION UNDER THE ACT IS UNNECESSARY IN ORDER
FOR SUCH TRANSFER TO COMPLY WITH THE ACT AND WITH
APPLICABLE STATE SECURITIES LAWS.”

Shares Dul uthorlz - eeurltles and so an eComrni on a.

(a) The Company covenants and agrees that all Shares which may he issued upon
the exercise ofrights represented by the Warrant will, when issued and paid
for in accordance with the terms ofthis Agreement. be duly authorized, validly
issued. fully paid and non-assessable shares ofCommon Stock. The Company
further covenants and agrees that, at all times during which the Warrant may
be exercised, the Company will have authorized and reserved, for the purpose
ofissue upon exercise hereof, a sufiicient number ofshares of authorized but
unissued Common Stock or other securities and property, when and as
required to pmvide for the exercise of the rights represented by the Warrant.

(b) As ofthe date of this Agreement, the Company has timely filed all required
periodic reports with the Secttrities and Exchange Commission since its legal
separation from Adaptcc in May, 2001.

Noting. Any notice to be given under the terms of this Agreement shall he in writing
and addressed to the Company at its principal executive oifiee, no the attention ofthe
ChiefExecutive Officer, and to the Warranthoider at the address given beneath the
Warr~antholder's signature hereto, or at such other address as either party may
thereafter designate in writing to the other. All such notices shall be delivered
personally, by overnight delivery service, or by U.S. certiiied or registered mail,
postage prepaid, return-receipt requested.
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17.

 .Each ofthe parties hereto shall use its reasonable and diligent
best efforts to execute such further documents and other papers and perform such

further acts as may be reasonably required or desirable to carry out the provisions
hereof and the transactions contemplated herein.

Modifications, Amendments and Waivers. This Agreement may not be amended,
modified or altered except by a written instrument executed by both parties hereto in
the same manner in which this Agreement has been executed.

Entire Aggment. This Agreement is intended to embody the final, complete and
exclusive agreement among the parties with respect to the Warrant and the purchase
ofthe Shares. is intended to supersede all prior agreements. understandings and

representations written or oral, with respect thereto, and may not be contradicted by
evidence ofany such prior or contemporaneous agreement. understanding or
representation, whether written or oral.

Governing Law and Venue. This Ayeerncnt is to be governed by and construed in
accordance with the laws of the State of California applicable to contracts made and

to be performed wholly within such state, and without regard to the conflicts oflaws
principl thereof. Each party hereby agrees that any state or federal courts sitting in
Santa Clara County, California shall have in personanrjurisdictzion over it and
consents to service of process in any manner authorized by law.

Binding Egg Assignment. This Agreement and the rights, covenants, conditions
and obligations of the respective parties hereto and any instrument or agreement
executed pursuant hereto shall be binding upon the parties and their respective
successors, assigns and legal representatives Except as provided for under Section
4(b) of this Agreement, neither this Agreement nor the underlying Warrant shall be
assigned by the Warrantholder without the prior written consent of the Company,
which consent may be withheld in the Company's sole and absolute discretion.

Conntegpnrts. This Agreement may be executed simultaneously in any number of
counterparts, each ofwhich shall be deemed an original but all ofwhich together shall
constitute one and the same instrument; This Agreement may be executed by
facsimile signatures.

ggtign figgdlngs. The section headings ofthis Agreement are for convenience of
reference only and shall not be deemed to alter or affect any provision hereof.

Rcpresengggon by gourmet. Each party to this Agreement has been represented by
counsel in connection with this Agreement and the transactions contemplated by this

Agreement. Accordingly, any rule ofluw. including but not limited to, Section 1654
ofthe California Civil Code, or any legal decision that would require interpretation of
any claimed ambiguities in this Agreement against the party that drafied it has no
application and is expressly waived.

Survival. The representations, warranties and ttgreernents shall survive acceptance of
this Agreement by the Company, exercise of the Warrant and payment of the purchase
price for the Shares by the Wanantholder and the issuance ofthe Shares to the
Wnrmntholdcr.
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19. gvenblllgy. Every provision ofthis Agreement is intended to be sevcrable. lfany
term or provision hereofis illegal or invalid for any reason whatsoever, then such
illegality or invalidity shall not alfect the validity of the remainder of the Agreement.

20.  . In any action at law or in equity to enforce any provisions or rights
under this Agreement, the unsrreeessfirl party to such litigation, as determined by the
court in a final judgment, decree or decision, shall pay the successful party all costs.
expenses and reasonable attorneys’ fees, as set by the court and not by ajury, ineurred
by the sneccssfirl party (including. without limitation, costs. expenses and fees on any
appeal).

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties have duiy executed this Agxeemenl as of the
date first written above.

NBI 15795] 1.7

ROXIO, INC.
3 Delaware corporation
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EXHIBIT A

EXERCISE AGREEMENT

THIS EXERCISE AGREEMENT (this “Agreement") dated as of the day of
, , by und between Roxio, inc., a Delaware corporation (the

“Cornpnny"), and (the “PtIrchnser").

RECITALS

WHEREAS, the Company has granted to the Purchaser is Wanant (the “Wamurt")
to purchase 100,000 shares of common stock of the Company and in connection therewith,
the Company and the Purchaser entered into that certain Warrant Agreement dated as of
November , 2002 (the “Warrant Agreement") of which this Agreement is a part and
incorporated therein; and

WHEREAS, the Purchaser desires to exercise the Wamnt and purchase from the
Company and the Company wishes to issue and sell to the Purchaser shares of
its common stock, par value $0.001 per share (the “Common Stock"), to be sold at a price of
3 per share, in accordance with and subject to the terms and conditions set forth
in this Agreement.

 

NOW, THEREFORE. in consideration of the above premises and the
representations, warranties, covenants and agreements contained in this Agreement, and for
other good and valuable consideration, the receipt of which is hereby acknowledged, the
parties hereto agree as follows:

1. [urghgg and Sale of Common S@. The Company shall deliver to the Purchaser
a stock certificate representing the shares of Common Stock against delivery to the
Company by the Purchaser of the purchase price in the sum of S (which
represents the product of the 5 price per share and the number of shares
listed nbovc, the "Purchase Price”), except iftho Purchaser in exercising the Warrant
pursuant to Section 30;») of the Wamnt Agreement, in which case the Purchaser shall
so indicate by marking the space provided below.

Exercise Pursuant to Section 30)) of the Warrant Agreement

2.. Invgsggeng ggpresengtions. The Purchaser acknowledges that the shares of
Common Stock are not being registered under the Securities Act of 1933, as amended
(the "Securities Act"). The Purchaser hereby attirnts as made as ofthe date hereof’
the representations, covenants and agreements made in Section 7 of the Warrant
Agreement.

3.  . This Ageemcnt shall be governed by and construed and enforced in
accordance with the laws of the state of California. This Agreerrrent and tho Warrant
Agreement together constitute the entire agreement and supersede nil prior
understandings and agreements, written or oral, of the parties hereto with respect to
the subject matter hereof. This Agreement may be amended by mutual agreement of
the parties. Such amendment must be in writing and signed by the Company and the
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Purchaser. The Company may. however, unilaterally waive any provision hereof in
writing to the extent such waiver does not adversely affect the interesls of the
Purchaser hereunder, but no such waive: shall operate as or be construed to be a
subsequent waiver of the same provision or a waiver ofany other provision hereof.

[signalum Page Follows]
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IN WITNESS WHEREOF, the parties have duly executed this Agreement as ofthcdate first written above.

ROXIO, INC.

B3"-
Name:
Title:

 
 

WARRANTHOLDER

Bx
Name:
Title:
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Exhibit C
Sale Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT or DELAWARE

IN RE: ) Clurpler n

NAPSTER, INC, i Jointly Administered
aDclawan: corporation, el al., ) case Nos. 02-11573 (NW)

3Debtors. Hearing Date: November 21. 2002 @ u:o0 a.ru.
) Related Holding

ORDER UNDER 11 u.s.C. §§ msra), 353, 365 AND 1146(c),AND mo. R. BANKR. P.
2002, 6004, 6006, AND 9014 (A) APPROVING ASSET runcrusr: AGREEMENT; (B)
AUTHORIZING rm: SALE or SUBSTANIIALLY ALL orneurons’ ASSETS, (C)

AUTHORIZlNG Assumrnou AND ASSIGNMENT OF CERTAIN EXECUTORY

CONTRACTS, AND {2} GOTHER ELA[E2 BELEF

This matter having come before the Court on the motion dated November 15,

2002 (the “Motion"),' ofHobart G. Trucsdell, in his capacity as the Chapter 11 Trustee (the

‘‘’Trustee'’) for the above-captioned debtors (the “Debtors") for, inter alia. entry ofan order

under ll U.S.C. §§ t0S(a), 363. 365, and l146(c) and Fed. R. Bankr. P. 2002, 6004, 6006, and

9014 (the “Sale Order") authorizing (i) the Trustee's sale (the "sale‘’) ofsubstantially all of the

Debtors’ assets (the "Assets"), free and clear ofany mortgage, lien. pledge, charge, easement,

option, right offirst refuml, right of first offer, right of first use or occupancy, inrienture, deed of

trust, right of way. tenancy. restriction on the use ofreal property. resuietion upon voting or

transfer, encmadrruent, license to a third party, lease to a third prirty, security agreement.

security interest, encumbrance or other adverse claim, restriction or limitation ofnny ldnrl in

respect ofsuch property or asset or irregularities in title thereto (collectively, "lnterests"),

except for the Assumed Liabilities and Permitted Liens (collectively, the “Surviving

Obligations"), pursuant to and as described in the Asset Purchase Agreement. dated as of

' Unless otherwise defined. capitalized terms used herein shall have the meaning ascribed
to them in the Motion or the Asset Purchase Ayeement, as the case may he.
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November 15, 2002 (the "Asset Purchase Agreement"), between the Debtors and Roxie, Inc.,

as buyer (the “Buyer”), and the assumption by the Buyer ofcertain liabilities of the Debtors (the

"Assumed Liabilities"), pursuant to and as described in the Asset Purchase Agreement, and

(ii) the Debtors‘ assumption and assignment to the Buyer ofeertain oxecutory contracts (the

“Assumed Contracts"), pursuant to and as described in the Asset Purchase Agreement, free and

clear of all Interests except the Surviving Obligations; and the Court having entered an order on

November 15, 2002 (the “Procedures Order") (i) authorizing the Trustee to proceed with a sale

(the “Sate") of the assets of the Debtors, (ii) establishing procedures (the “Proeedures") to be

employed in connection with the Sale including approval of a break-up fee, (iii) approving form

and notice of the Sale, (iv) setting dates for a sale hearing and deadlines for the filing of

objections to the Sale and objections to the assumption and assignment ofexecutory connects

and unexpired leases and to cure payments proposed to be paid in connection with the Sale, and

(v) granting related relief: and a hearing on the Motion having been held on November 27, 2002

(the “Sale lienring") at which time interested parties were offered an opportunity to be heard

with respect to the Motion; and the Court having reviewed and considered (i) the Motion.

(ii) objections thexeto, ifany, (iii) the arguments ofcounsel made. and the evidence proffered or

adduced, at the Sale Hearing; and it appearing that the rcliefrequested in the Motion is in the

best interests ofthe Debtors, their estates and creditors and other parties in interest; and upon the

record ofthe Sale Hearing and these cases; and after due deliberation thereon; and good cause

appearing therefor. it is hereby
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FOUND AND DETERMINED THAT?

A. The court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157 and

1334, and this matter is a core proceeding pursuant to 28 USC. § l57(b)(2)(A). Venue ofthese

cases and the Motion in this district is proper under 28 U.S.C. §§ 1408 and 1409.

B. The statutory predicates for the reliefsought in the Motion are sections l05(a),

363(b), (I). (k), (m). and (n). 365. and ll46(c) of the United States Bankruptcy Code. 11 U.S.C.

§§ 101-1330, as amended (the “Bankruptcy Code") and Fed. R. Bnnkr. P. 2002. 6004, 6006,

9014 and 9019.

C. Proper timely, adequate and sufficient notice ofthe Motion, the Sale Hearing. the

Sale, and the assumption and assignment of the Assumed Contracts has been provided in

accordance with 11 use. §§ 102(1), 363 and 365 and Fed. R. Banlcr. P. 2002, 6004, 9014 and

9019 and in compliance with the Procedures Order, and such notice was good and suflicient, and

appropriate under the particular circumstances, and no other or further notice ofthe Motion, the

Sale Hearing, the Sale or the assumption and assignment ofthe Assumed Contracts is or shall be

required.

D. As demonstrated by (i) the testimony and other evidence proffered or adduced at

the Sale Hearing and (ii) the representations of counsel made on the record at the Sale Hearing,

the Debtors have complied with the Procedures Onler.

E. The Trustee on behalfofthe Debtors and each Debtor (i) have full corporate

power and authority to execute the Asset Purchase Agreement and all other documents

contemplated thereby and the consummation ofthc transactions contemplated by the Asset
 

2 Findings offact shall be construed as conclusions oflsw and conclusions oflaw shall be
construed as findings of fact when appropriate. &gFed. R. Bankr. P. 7052.
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Purchase Agreement by the Tnrstee and the Debtors have been duly and validly authorized by all

necessary corporate action ofeach ofthe Debtors, (ii) have all of the corporate power and

authority necessary to consummate the transactions contemplated by the Asset Purchase

Agreement and (iii) have taken all corporate action necessary to authorize and approve the Asset

Purchase Agreement and the consummation by the Trustee and such Debtors ofthe transactions

contemplated thereby; and no consents or approvals, other than those expressly provided for in

the Asset Purchase Agreement, are required for the Trustee or the Debtors to consummate such

transactions.

F. Approval of the Asset Purchase Agreement and consummation ofthe transactions

contcrrtplatcd by the Asset Purchase Agreement at this time are in the best interests ofthe

Debtors, their creditors, their estates, and otherparties in interest.

G. The Debtors have demonstrated both (i) good, suificient, and sound husinws

purpose andjustification and (ii) compelling circumstances for the Sale pursuant to It U.S.C.

§ 363(b) prior to, and outside of, a plan ofreorgnnization.

H. A reasonable opportunity to object orbe heard with respect to the Motion and the

reliefrequested therein has been afforded to all interested persons and entities, including: (i) the

Olfice of the United States Trustee, (it) counsel for Buyer. (iii) counsel for the Debtors, (iv)

counsel for the Committee, (v) counsel to Bertelsmann AG; (vi) all entities who have filed and

served requests for notices in these cases, (vii) all other parties-in-interest, (viii) all appropriate

state and local taxing authorities which may be affected by the proposed sale, (ix) all entities that

have previously submitted written bids to acquire the Debtors’ assets, and (Jr) all non-Debtor

parties to Assumed Contracts.
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I. The Asset Purchase Agreement was negotiated, proposed and entered into by the

parties without collusion, in good faith, and front arm’s—leogth bargaining positions. The Buyer

is a good faith purchaser under ll U.S.C. § 363(m) and, as such, is entitled to all ofthe

protections afforded thereby. The Buyer will be acting in good faith within the meaning of l l

U.S.C. § 363(m) in closing the transactions contemplated by the Asset Purchase Agreement at all

times after the entry ofthis Sale Order. Neither the Trustee nor the Buyer have engaged in any

conduct that would cause or permit the Asset Purchase Agreement to be avoided under I 1 U.S.C.

§ 363(n).

J. The consideration provided by the Buyer for the Assets pursuant to the Asset

Purchase Agreement 6) is fair and reasonable, (ii) is the highest and best offer for the Assets,

(iii) will provide a greater recovery for the Debtors’ creditors than would be provided by any

other practical available alternative, and (iv) constitutes reasonably equivalent value and fair

consideration under the Bankruptcy Code and under the laws ofthe United States, any state,

territory, possession, or the District ofColumbia.

K. The Sale must be approved and consummated promptly in order to preserve the

value ofthe Assets.

L. The transfer ofthe Assets to the Buyer will be a legal, valid, and effective transfer

of the Assets, and will vest the Buyer with all right, title, and interest of the Debtors to the Assets

free and clear of‘all Interests. including any Interests (A) that purport to give to any party a right

or option to effect any forfeiture, modification, right offirst refitsal, or termination ofthe

Debtors‘ or the Buyer’: interest in the Assets, or any similar rights, or (B) relating to taxes or any

other liabilities arising under or out ofi in connection with. or in any way relating to, the Assets,
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the Debtors or their operations or activities prior to the Closing Date, other than t.he Surviving

Obligations.

M. The Buyer would not have entered into the Asset Purchase Agreement and would

not consummate the transactions contemplated thereby, thus adversely affecting the Debtors,

their estates, and their creditors, if the sale ofthe Assets to the Buyer and the assignment ofthe

Assumed Contracts and Assumed Liabilities to the Buyer were not free and clear of all Interests

ofany kind or nature whatsoever (other than the Surviving Obligations), or ifthe Buyer would,

or in the future could, be liable for my of the Interests, including, without limitation, the

Excluded Liabilities.

‘N. The Trustee may sell the Assets tree and clear of all Interests of‘any kind or

nature whatsoever because, in each case, one or more of the standards set forth in l 1 U.S.C.

§ 363(f)(l)-(S) has been satisfied. Those (i) holders of Interests and (ii) non«Debtor parties to

Assumed Contracts who did not object, or who withdrew their objections, to the Sale or the

Motion are deemed to have consented pursuant to l l U.S.C. § 363(t)(2). Those holders of

Interests are adequately protected by having their Interests, ifany, attach to the cash proceeds of

the Sale ultimately attributable to the property against or in which they claim an Interest.

0. The (1') transfer of the Assets to the Buyer and (ii) assumption and assignment to

the Buyer of the Assumed Contracts and Assumed Liabilities will not subject the Buyer to any

liability whatsoever with respect to the Assets, the Debtors or their operations or activities prior

to the Closing Date or by reason ofsuch transfer under the laws of the United States, any state.

territory, or possession thereof‘, or the District ofcolumhiu, based, in whole or in part. directly or

indirectly, on any theory oflaw or equity, including, without limitation, any theory of successor

or transferee liability.
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P. The sale of the Assets to the Buyer is a prerequisite to the Trustee's ability to

confirm a plan or plans under I l U.S.C. § K129 and to consummate such plan or plans. The Sale
is a sale in contemplation ofat plan and, accordingly, a transfer pursuant to It U.S.C. I} I |46(c),

Q. The Trustee demonstrated that it is an exercise ofhis sound business judgment to
assume and assign the Assumed Contracts to the Buyer in connection with the consummation of

and the assumption and assignment ofthc Assumed Contracts is in the best interests of

the Debtors, their estates, and their creditors. The Assumed Contracts being assigned to, and the

liabilities being assumed by, the Buyer are an integral part of the Assets being purchased by the

Buyer and, accordingly. such assumption and assignment of Assumed Contracts and liabilities
are reasonable, enhance the value of the Debtors‘ estates, and do not constitute unfair

discrimination.

R. The Trustee will cause the Debtors to have (i) cured, or provrded adequate

assurance ofcure,

Contracts, within the meaning of 1 l U.S.C. § 365(b)(l)(A), and (ii) compensated, or provided

adequate assurance of compensation, to any party for any actual pecuniary loss to such party
fault prior to the date hereofunder any of the Assumed Connects, within the

and to the extent applicable adequate assurance offuture

g of r I U.S.C-

resulting from a dc

meaning ofl l U.S.C. § 365(b)(l)(B),

performance of and under the Assumed Contracts within the meanin

§ 365(b)(l)(C) has been provided.
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NOW THEREFORE, 1'1‘ IS HEREBY ORDERED, ADJUDGED. AND DECREBD

THAT:

General Provisions

1 The Motion is granted. as further described herein.

2. All objections to the Motion or the reliefrequested therein that have not been

withdrawn, waived, or settled. and all reservations ofrights included therein. are hereby

overruled on the merits.

vl fthefii ct rch e men

3. The Asset Purchase Agreement, and all ofthe terms and conditions thereof. is

hereby approved.

4. Pursuant to 11 U.S.C. § 363(b). the Trustee on behnlfol‘ the Debtors and the

Debtors are authorized and directed to consummate the Sale. pursuant to and in accordance with

the terms and conditions ofthe Asset Purchase Agreement.

5. The Trustee is authorized and directed to execute and deliver, and empowered to

perform under, consummate and implement, the Asset Purchase Agreement, together with all

additional instruments and documents that may be reasonably necessary or desirable to

implement the Asset Purchase Agreement. and to take all further actions as may be requested by

the Buyer for the purpose of assigning, transferring. granting. conveying and conferring to the

Buyer or reducing to possession. the Assets, or as may be necessary or appropriate to the

performance ofthe obligations as contemplated by the Asset Purchase Agreement.

fljransfcr ofégetg

6. Ptusuant to It U.S.C. §§ 105(9) and 3630), the Assets shall be unnsfcrrcd to the

Buyer. and upon consummation of the Asset Purchase Agreement (the “Clos|ng") shall be, firee
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and clear ofall Interests of any kind or nature whatsoever, including without limitation any

alleged Interest of any kind or nature whatsoever asserted by John W. Fanning. other than the

Surviving Obligations, with all such Interests ofany kind or nature whatsoever to attach to the

net procwds ofthe Sale in the order of their priority, with the same validity. force and effect

which they now have as against the Assets, subject to any claims and defenses the Debtors may

possess with respect thereto.

7. Except as otherwise specifically provided by the Asset Purchase Agreement or

this Sale Order, all persons and entities, including, but not limited to, all debt security holders,

equity security holders, goverrunental, tax, and regulatory authorities, lenders, trade and other

creditors, holding Interests ofany kind or nature whatsoever against or in the Debtors or the

Assets (whether legal or equitable, secured or unsecured, matured or unmanned, contingent or

non—conlingent. senior or subordinated), arising under or out of, in connection with, or in any

way relating to, the Assets. the Debtors or their operations or activities prior to the date of the

Closing (the “Closing Date"), or the transfer ofthe Assets to the Buyer. hereby nre forever

barred, estopped, and permanently enjoined from asserting against the Buyer, its successors or

assigns, its property, or the Assets, such persons‘ or entities‘ Interests.

8. The transfer of the Assets to the Buyer pursuant to the Asset Purchase Agreement

constitutes a legal. valid, and etfcctive transfer of the Assets, and shall vest the Buyer with all

right, title, and interest ofthe Debtors in and to the Assets free and clear of all Interests of any
kind or nnture whatsoever, other than the Surviving Obligatiom, provided that, notwithstanding

the foregoing, to the extent any of the Assets include CD-rom and MP3 files that contain or

include copyrighted material or content or include other copyrighted material or content subject

to use restrictions, Buyer shall take possession ofand store such Assets but shall not use such
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copyrighted material or content subject to use restrictions without the consent of the applicable

parties.

Assumption and Assignment to the Buyer
ofggsumg Contracts and Assumed Liabilities

9. Pursuant to ll U.S.C. §§ l05(a) and 365, and subject to and conditioned upon the

Closing ofthe Sale, the Debtors‘ assumption and assignment to the Buyer, and the Buyer's

assumption on the terms set forth in the Asset Purchase Agreement. ofthe Assumed Contracts

and Assumed Liabilities is hereby approved, and the requirements of ll U.S.C. § 365(b)(l) with

respect therdo are hereby deemed satisfied.

I0. The Trustee is hereby authorized and directed in accordance with 11 U.S.(‘..

§§ l05(a) and 365 to (a) assume and assign to the Buyer. effective upon the Closing ofthe Sale,

the Assumed Contracts and Assumed Liabilities free and clear ofall Interests ofany kind or

nature whatsoever, other than the Surviving Obligations, and (b) execute and deliver to the Buyer

sueh documents or other instruments as may be necessary to assign and transfer the Assumed

Contracts and Assumed Liabilities to the Buyer.

11. The Assumed Contracts and Assumed Liabilities shall be transferred to. and

remain in full force and elfect for the benefit of, the Buyer in accordance with their respective

terms, notwithstanding any provision in any such Assumed Contract or Assumed Liability

(including those ofthe type described in sections 36$(b)(2) and (1) of the Banhuptcy Code) that

prohibits, restricts, or conditions such assignment or transfer and, pursuant to 11 U.S.C. § 365(k),

the Debtors shall be relieved from any further liability with respect to the Assumed Contracts

and Assumed Liabilities after such assignment to and assumption by the Buyer.

12. All defaults or other obligations ofthe Debtors undu the Assumed Contracts and

Assumed Liabilities arising or accruing prior to the date ofthis Sale Order (without giving effect
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to any acceleration clauses or any default provisions of the kind specified in section 365(b)(2) of

the Bankruptcy Code) shall be cured as set forth in the Asset Purchase Agreement at the Closing

of the Sale or as soon thereafter as practicable. and the Buyer shall have no liability or obligation

arising or accruing prior to the date of the Closing ofthe Sale, except as otherwise expressly

provided in the Asset Purchase Agreement.

13. Each non-Debtor putty to an Assumed Contract or Assumed Liability hereby is

forever barred, estopped, and permanently enjoined from asserting against the Debtors or the

Buyer, or the property ofeither of them, any default existing as ofthe date of the Sale Hearing;

or, against the Buyer, any counterclaim, defense, setofl‘or any other claim asserted or assertable

against the Debtors.

14. The failure ofthe Debtors or the Buyer to enforce at any time one or more terms

or conditions ofany Assumed Contrast shall not be awaiver ofsuch terms or conditions, or of

the Debtors‘ and Buyer's rights to enforce every term and eondition ofthe Assumed Contracts.

gggjfionul Proflsions

15. The consideration provided by the Buyer for the Assets under the Asset Purchase

Agreement shall be deemed to constitute reasonably equivalent value and fair consideration

under the Bankruptcy Code and under the laws ofthe United States. any state, territory,

possession, or the District ofColumbia.

16. The consideration provided by the Buyer for the Assets under the Asset Purchase

Agreement is fair and reasonable and may not be avoided under section 363(n) ofthe

Bankruptcy Code.
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17. On the Closing Date ofthc Sale. each ofthe Debtors‘ creditors is authorized and

directed to execute such documents and take all other actions as may be necessary to release its

Interests in the Assets, if any. as such lnterests may have been recorded or may otherwise exist.

I8. This Sale Order (a) shall be effective as a determination that. on the Closing Date.

all Interests ofany kind or nature whatsoever existing as to the Debtors or the Assets prior to the

Closing (other than the Surviving Obligations) have been unconditionally released, dischargul

and terminated, and that the conveyances described herein have been effected, and (b) shall be

binding upon and shall govern the acts ofrrll entities, including, without limitation, all tiling

agents, filing officers, title agents, title companies, recorders of mot1E38°S. recorders ofdeeds,

registrars ofdeeds, adrninistmtive agencies, governmental departments, secretaries of state,

federal, state, and local otlicials, registrars ofintemet domain names and all other persons and

entities who may be required by operation oflaw, the duties oftheir office, or contract, to accept,

file. register or otherwise record or release any documents or instruments, or who may be

required to report or insure any title or state oftitle in or to any ofthe Assets.

19. Each and every federal. state, and local governmental agency or department,

registrar ofintemet domain names and any other person or entity is hereby directed to accept any

and all documents and instruments necessary and appropriate to consummate the transactions

contemplated by the Asset Purchase Agreement.

20. If any person or entity that has filed financing statements, mortgages, mechanic's

liens, (tr pendens, or other documents or agreements evidencing lutencsts in the Debtors or the

Assets shall not have delivered to the Trustee prior to the Closing Date, in proper fonn for filing

and executed by the appropriate parties, termination statements, instruments of satisfaction,

releases of all Interests which the person or entity has with respect to the Debtors or the Assets or
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otherwise, then (a) the Trustee is hereby authorized and directed to execute and file such

statements, instruments, releases and other documents on behalfofthe person or entity with

respect to the Assets and (b) the Buyer is hereby authorized to tile, register, or otherwise record a

certified copy of this Sale Order, which, once filed, registered, or otherwise recorded, shall

constitute conclusive evidence ofthc release of all interests in the Amets ofany kind or nature

whatsoever.

2|. The Debtors are hereby authorized and directed to change their corporate names

in accordance with the terms set forth in the Asset Purchase Agreement. The Clerk ofthis Court

is hereby directed to modify the otficial case caption to reflect such name changes in the

Debtors’ jointly administered cases, and the modified official case caption shall be deemed to

comply with the requirements of section 342 ofthe Bankruptcy Code and Federal Rules of

Bankruptcy Procedure 1007 and 2002.

22. All entities who are prcsuitly, or on the Closing Date may be. in possession of

some or all of the Assets are hereby directed to surrender possession of the Assets to the Buyer

on the Closing Date.

23. The Buyer shall have no liability or responsibility for any liability or other

obligation ofthe Debtors arising under or related to tile Assets or otherwise other than for the

Strrviving Obligations. Without limiting the generality of the foregoing, and except as otherwise

wecifirally provided herein and in the Asset Purchase Agreement. the Buyer shall not be liable

for any claim against the Debtors or any oftheirpredecessors or afiiliates, and the Buyer shall

have no successor or transferee liabilities ofany kind or character whether known or unknown as

ofthe Closing Date, new existing or hereatter arising. whether fixed or contingent, with respect

to the Debtors or any obligations of the Debtors arising prior to the Closing Date, including, but
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not limited to, liabilities on account ofany taxes arising, accruing, or payable under. out of, in

cormection with, or in any way relating to the Assets, the Debtors or their operations or activities

prior to the Closing Date.

24. Under no circumstances shall the Buyer be deemed a successor ofor to the

Debtors for any Interest against or in the Debtors or the Assets ofany kind or nature whatsoever

except pursuant to the Surviving Obligations. The sale, transfer, assignment and delivery ofthe

Assets shall not be subject to any lntercsts, and Interests ofany kind or nature whatsoever (other

than the Surviving Obligations) shall remain with, and continue to be obligations of. the Debtors.

All persons holding Interests against or in the Debtors or the Assets of any Idnd or nature

whatsoever shall be, and hereby are, forever barred, e-stopped, and permanently enjoined from

asserting, prosecuting, or otherwise pursuing such Interests of any kind or nature whatsoever

against the Buyer, its property, its successors and assigns, or the Assets with respect to any

Interest ofany Idnd or nature whatsoever such person or entity had, has, or may have against or

in the Debtors, their estates, officers, directors. shareholders, or the Assets. Following the

Closing Date, no holder ofan Interest in the Debtors shall interfere with the Buyer's title to or

use and enjoyment of the Assets based on or related to such Interest, or any actions that the

Debtors may take in their Chapter 11 cases.

25. Subject to and except as otherwise provided in the Procedures Order. any amounts

that become payable to the Buyer by the Debtors pursuant to the Asset Purchase Agreement or

any ofthe documents delivered by the Debtors pursuant to or in connection with the Asset

Purchase Agreement shall (a) constitute allowed superpriority administrative expense claims

against the Debtors‘ estates with priority over any and all administrative expenses ofthe kind

specified in Bankruptcy Code Sections S03(b) and 507(b) and (b) be paid bythe Debtors in the
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time and manner as provided in the Asset Purchase Agreement, without further order of this

Court.

26. This Court retains jurisdiction to enforce and implement the terms and provisions

ofthe Asset Purchase Agreement, all nmendrnents thereto. any waivers and consents thereunder,

and ofeach ofthe agreements executed in connection therewith in all respects, including. but not

limited to, retaining jurisdiction to (a) compel delivery ofthe Assets to the Buyer. (b) resolve any

disputes arising under or related to the Asset Purchase Agreement, except as otherwise provided

therein, (c) interpret, implement, and enforce the provisions of this Sale Order, and (d) protect

the Buyer against (i) any ofthe Excluded Liabilities or (ii) any Interests in the Debtors or the

Assets, of any kind or nature whatsoever, attaching to the proceeds ofthe Sale.

27. Nothing contained in any plan ofreorganization or liquidation eonfirrned in these

cases or any order of this Court continuing such plan shall conflict with or dcrogate from the

provisions of the Asset Pumhase Agreement or the terms ofthis Sale Order.

28. The transfer of the Assets to Buyer and the assumption and assignment to Buyer

of the Assumed Contracts and Assumed Liabilities pursuant to the Sale shall not subject the

Buyer to any liability (other than the Surviving Obligations) with respect to the Assets. the

Debtors or their operations or activities prior to the Closing Date orby reason ofsuch transfer

under the laws ofthe United States, any state, territory, or possession thereof. or the District of

Columbia, based, in whole or in part, directly or indirectly, on any theory of law or equity,

including, without limitation, any theory ofsucecssor or transferee liability.

29. The transactions eonternplated by the Asset Purchase Agreement are tmderinkcn

by the Buyer in good faith, as that term is used in section 363(m) of the Bankruptcy Code, and

accordingly, the revtxsal or modification on appeal ofthe authorization provided herein to

l.AJ:IO2478S.4 15



consummate the Sale shall not affect the validity of the Sale to the Buyer, unless such

authorization is duly stayed pending such appeal. In the absence of a stay pending appeal, if the

Buyer elects to close under the Asset Purchase Agreement at any time atier entry ofthis Sale

Order. then. with respect to the Sale, and the assumption and assignment of the Assumed

Contracts approved and authorized herein, the Buyer is a purchaser in good faith of the Assets,

and is entitled to all ofthe protections afforded by section 363(m) of the Bankruptcy Code if this

sale Order or any authorization contained herein is reversed or modified on appeal.

30. The terms and provisions of the Asset Purchase Agreement and this Sale Order

shall be binding in all respects upon. and shall inure to the benefit of, the Debtors, their estates,

and their creditors, the Buyer, and their respective aifiliates. successors and assigns, and any

affected third parties including, but not limited to, all persons asserting Interests in the Assets to

be sold to the Buyer pursuant to the Asset Purchase Agreement (including any claims with

respect to the Excluded Liabilities), notwithstanding any subsequent appointment of any

trustee(s) under any chapter of the Bankruptcy Code, as to which trustee(s) such terms and

provisions likewise shall be binding.

31. The failure specifically to include any particular provisions ofthe AssctPureha.se

Agreement in this Sale Order shall not diminish or impair the efieetiveness ofsuch provision, it

being the intent of the Court that the Asset Purchase Agreement be authorized and approved in

its entirety.

32. The Asset Purchase Agreement and any reiated agreements, documents or other

instruments may be modified, amended or supplemented by the parties thereto. in a writing

signed by both parties, and in accordance with the terms thereof, without further order ofthe
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Court, provided that any such modification. amendment or supplement does not have a rnatctial

adverse effect on the Debtors‘ estates.

33. The transfer of the Assets pursuant to the Sale is a transfer pursuant to section

I l46(c) of the Bankruptcy Code, and accordingly shall not be taxed under any law imposing a

stamp tax or a sale, transfer, or any other similar tax.

34. This Sale Order shall be effective and enforceable immediately upon entity. The

stay otherwise imposed by Fed. R. Barrio’. P. 6004(3) and 6006(d) is waived. ‘Dime is of the

essence in closing the transaction and the Debtors and the Buyer intend to close the Sale as soon

as possible. Therefore, any party objecting to this Sale Order must exercise due diligence in

filing an appeal and pursuing a stay or risk their appeal being foreclosed as moot.

35. The provisiom ofthis Sale Order are nonscverable and mutually dependent.

Dated: Wilmington, Delaware
, 2002

......__.__........._.__....._.___...__._

| UNITED STATES BANKRUPTCY JUDGEmoat
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Exhibit D

Sale Procedures Order



IN THE UNITED STATES BANICRUFTCY COURT
FOR THE DISTRICT OF DELAWARE

....__,._......... 

IN RE: ) Chapter ll
)

NAPSTER. lNC~ ) Jointly Administered

a Delaware corporation. et nL. ) Case Not. 02-! 1573 (NW)
)

Debtors. )
) Related Pleading: Dkl. 11372

ORDER (A) AUTHORIZING THE TRUSTEE ‘ID PROCEED WITH A SALE OF
THE DEB'l'ORS' ASSETS, (B) FSTABUSHING PROCEDURES TO BE

EMPLOYED IN CONNECFION WITH THE SALE INCLUDING APPROVAL
OF A BREAK-UP FEE» (C) APPROVING FORM AND MANNER OF NOTICE

OF MOTION APPROVING SALE, (D) SE‘l'I‘£NG SALE HEARING AND

QBIECTION DEADLINES, AND [£1 QRANTING RELATED RELIEF

Upon consideration of Motion (the “Motion") of the Chapter [I Tnmle: for an

Order (:1) authorizing the Trustee to proceed with n sale (the “Sale") of asset: oftha

Debtors, (b) establishing procedure: to be employed in connection with the Sale

including approval ofnbreak-up fee (the "Break-Up Fee"). (6) approving form and notice

orthe Motion approving the Sale (the “Sale Motion"). (d) setting dates for n stlc hearing

(the “Sale Hearing") and deadlines for the tiling ofobjections (tho “Objection Deadline‘)

In the Sale and objections to cum payments proposed to be paid in connection with the

assignment and assumption of exeeutory contracts and unexpired leases us put! of the

Sale. and (e) gxanting related relief‘;

The Court having held a hearing on the Motion; and due and adequate notice of

the Motion Iuving been provided; and it appearing (Int the relief requested in the Motion

is in the best interests of the Debtors, their estates and cmditors and othc: parties to

interest; and good cause appearing thetefore; it is heneby:

 

'CaphufiudmtmuxdheuhnndwtdefincdheminhwtbenunhtcluaibdbwehtamslurhcMotion.

 



FOUND AND DETERMINED TllAT:'

A. The Debtors and the Tmstee have articulated good and sufficient reasons

for approving (i) the manner ofnntice of the Motion. the hearing to approve the Sale and

the ussumprien and assignment of the Assumed Contracts, (ii) the Form of notice of the

Sale Motion and the Sale Hearing, (iii) the farm of notice of the Iuumption and

assignment of the Assumed Contracts to be fiicd with the Court and saved on parties to

each Assumed Contact and (iv) the procedures set forth hctcin.

3. Subject to the findings and conditions set forth below in Puntgraph 7, the

D8htots' payment orttte Break-Up Fee is (2) an actual and necessary cost and expense of

preserving the Debtors’ estates. within the meaning of Bankruptcy Code Section 503(b).

(h) of substantial benefit to the Debtors‘ estates. (e)teasonnb1o and apptoptiate, including

in consideration of the New Financing and the efforts thnt have been and will be

expended by the Ptospective Buyer. (d) necessary to assure that the Prospective Buyet

will continue its pmposed acquisition of the Pumhttwd Assets and (e) only payable to the

Pmspeetivc Buyer in the event that the Debtor: sell any or all of the Purchased Assets to

another party. The Break-Up Fee is 3 material inducement for, and condition: of; the

Pmspective Buyer’: entry into the Asset Purchase Agxeement. The Prospective Buyer is

unwitting to commit to hold open its offer to purchase the Pumhnsed Asets under the

semis of the Asset Pumhase Agreement unless it is nxmmd payment otttte ‘Break-Up Fee.

Thus, assurance to the ‘Prospective Buyer ofthe Btcak-Up Fee wit] promote competitive

bidding. Further, the Pmspeetive Buyer has pmvided ubeunfit to the Debtor? estates by

 

“ Finditu: oftletshnil he eomued In conclusion: nrlm Ind eotvzhutom otinw xtuilbecuutrued u
lindillvttff-Ictivbcurpptq-‘IN. §g:Fed.R. l:nb'.l'.7052.

 



increasing the likelihood that the price for which the Ptttehaced Assets are sold will

retleet their true worth.

C. the procedures set fonlt herein are reasonable and appropriate and

represent the host method for maximizing the return for the Purchased Assets.

IT IS HEREBY ORDERED THAT:

1. The Motion is granted as set fonh herein.

2. Provided that. on or before November 15. 2002. the Trustee has (A) tiled

(i) a motion to approve the Sale to the Prospective Buyer. including disclosure of the

Prospective Buyer’: identity. and including assumption and assignment of certain

executory contruets; (ii) a copy of the asset purchase agreement exewted by the parties

(the “Asset Purchase Agreement"); and (iii) a designation of the contracts to be assiyxetl

to the Prospective Buyer with proposed eun: payments; and (B) served and published

notice ofthe Sale and served the Assumption Notices including proposed cure ttmnunts to

the non-debtor parties to the Assumed Contracts. the following procedures. hearing date:

and objection deadlines (collectively. the “Ptoeedun-.s") are hereby approved:

Novetnber22, 2002 Deadline for any person or entity making a
competing laid to acquire the asst: of the
Debtor: to “Competing Bidder") to deliver
to the Tnurtee and the Committee (A) I copy
of the Asset Purchase Agreement revised to
ehowtheeorupetinxbiddensthenuyerund
a cash purchase price that exceeds the
aggmuc of (t) the cash portion of the
purchase price under the Asset Putetaaee
Agreement (currently ssz million)’. plul 

”(‘hct:uhpurtiuno!tl:optu:ha1epxi:eImdwdteAuetPutehueApeuwniuehtduodvInceImedeby
mamIhwofdnProspeefiveBtfyaumluthe}kwPiuacing(nde&u!induMo6ooJ. ‘fltelnottmol’
Idvuceatnttae Ix-.t:tou‘w1dcstt:zNew Eim:td‘ogt'eeoxrently&00.000. Itou»wet,theN¢WPittIttclng
wwidamaunduecmhdmmtuweatheDebtnunytupededdlhutMumao(v4>bS50.000h
whieheuuttteentoontotttieudvxueuioelodedlntbepuehuoprieowvoldbeetotalqyegutcenuunt
txtwm-.u £100.000 |nd$2S0,000. tutheevent thutbetuospecdveauyetttlhe atoeesttltl hldda, the

 



(ti) the amount of the Break-up Fee
($200,000) and by an unount not less than
$150,000 and not subject to any contingency
for due diligence ot otherwise and no more
burdensome to the Debtors in any manner
than the Asset Purchase Agreement (Is so
revised. the “Competing Asset Ptnchoso
Agreement"); (8) evidence satisfactory to
the Trustee and the Cotruuittee of tho

Competing Bidders financial ability to
close 1 tmtsuttolt under the Competing
Asset Purchase Agxeerncnt: without delay;
(C) at cashier's check in an amount equal to
no less than ten: percent (10%) of the cash
portion of the purchase price in the
Competing Asset Purchase Ay.’cunt:u.t (the
"DeposIt")‘; and (D) a written agreement of
the Competing Bidder to keep its Em] and
highest bid open pending a closing ofa state
to an entity other than the Competing
Biddct.

November 25,2002 Deadline for filing and serving objections
(the “Objection Deadline‘) to (A) the Sale
Motion, (8) the usrnotption and assignment
ofthe Assumed Contracts as out of tho Sale
and (e) obitxtions to the proposed cure
payments under such Assumed Contracts.

Novcmber27. 2002 Hearing to approve the Sole.

3. If tmolhcr Competing Bidder or the Prospective Buyer elects to submit a

subsequent competing bid after an Initial Competing aid has been tcccpted (a

“subsequent Competing Bid"), such Subsequent Competing Bid mun be in an mount

that exceeds the cash portion of the Inltinl Competing Bid by not less than 8100.000. Any

 

nmonnrofdte -iruunnnmtlntthenaw Finnelngwouldbeapplledlnthupucltuc prleetmduthelmutt
Potduue A¢teentent.tnrt:::vutttttePtwpocttve auyuisnottho rueoetsfislbidrhxforttu Purchased
Assets. tutull be entitled to nepqrnsnt ofthe New .l-‘loaning tuoootdlnco wtththe tern undcondldons
ofthc)tewFiunciu¢Ond:rente:ed.‘tovunhe2l.2001.

' Tb.-Depon'twtltbeelther(n)cruditedtowInithopuxhteptieeifonleiloougvldedwithflw
Conrpaingniddumldngmchbqanxintb) tbdeitedbyutehconvpetitufllddettfnnteuwntoh
Cmrpatrgntflafirwteonpkwdtureuowpfinutflynmthuuhkwflnooupalngblfimw
(c)tetuntedto:uch('A:nvedn1Dlddet'lII ntciseatvletedwlthmuttzr Cotnoctiflflnfidt‘-f°l’
thePmepeetivIBttye:.

 



further bid utter a Subsequmt Competing Bid must provide for aggregate cash

consideration in an amount not less than Sl00.000 more than the amount of the last hid

that was accepted by the Trustee.

4.. i The failure ofnny objecting person or entity to timely file its objection by

the Objection Deadline shall be a bar to the Lssettlon, at the Sale ‘Heating or thcreaflet, of

any objection to the Motion. the Sale Motion. the sole, or the Debtors‘ consummation and

pcrronmrnce ofthe Asset Pumhase Agroetnent. ifurthorized by the Court.

5. On or before November 15, 2002, the Debtor: shall file with the Court and

serve on all creditors and non-debtor Parties to Assumed Contracts the Notice of (A) Sale

Hurting. (B) Potential Assumption and Assignment of Certain Agreements, and (C)

Procedures for Submission of Comyeting ‘Bids (the “Notico"), in the form nmnlred as

Exhibit A. Any pnrtytonn Assumed Contraetthatoeeks toamrtaoluimfiorncure

Amount in connection with the Ddrlotf pmposotl tnsumption Ind usiytment thereof. or

who otherwise objects to such assumption and assignment must timely tile and serve its

objection by the Objection Deadline including appropriate documentation in support

thereof. indicating (c) any alleged curve amount with respect to the Asnunnd Contract(s) to

which it is a party and (b) any objection to the Debtors‘ proposed assumption and

assignment thereotl Foreachmaunred Contract for which no cure amount in alleged to be

due and owing and for whidr no objection to assumption and assignment thereof is filed

and received by the Objection Deadline. them shall be deemed to be no dcthnlt or

urea:-ages existing that need be cured in a condition to the Debtors’ assumption and

Bsisnrncnt orsuctr Arsumed Contract, and the Demon shall be authorized to assume and

assign such Assumed Contract to the Prospective Buyer or successful Competing Bidder

 



(such ussignoc, the "Buycr"), and the non—Dcbtoz party to the Assumed Contract shall be

forever barred from matting any other claims against the Debtors. the Buyer, or the

property ofeittrer ofthcm. as to such Assumed Contract. For each Assumed Contract for

which :1 cute ‘amount is alleged to be due and owing and for which no objection to

nssumption and ass-ignmerrt thereof is filed and received by the Objection Deldllne, the

Assumed Contract may be assumed and assigned to the Buyer on the closing dot: of the

Sale and the cure amount set forth in nation of the assumption and assignment of the

Assumed Contract shall be controlling. notwithstanding anything to the contrary in any

Assumed Contract or any other document, and the non-Debtor party to the Assumed

Contract shall be forever bamed from asserting any other claims agnirtst the Debtors. the

Buyer, or tho property ofeithnr oflhun. as to such Assumed Contract.

6. The Trustee shnll have the right under these Procedures to reject any

Competing Bidder‘.-. otfet which, in lrisjudgrner-rt, is inadequate or inauficient or which is

contraryto the beat lnnxmts of the Debtors‘ esrntex.

1. Payment of the Break-up Fee to the Prospective Bnyu is hueby

provisionally approved in the amount of up to 3200.000. for the reasons set 53111 in the

Motion, subject to the Court finding at the Sale Hearing that the Pmspeotlvc Buyer

satisfies the standards of: good fnith purchase: within the meaning of ll U.S.C. §363(m).

8. The Trustee shall tnnsmit copies of this Order, the Sale Motion. and the

Asset Purchase Agreement. on or before November 15. 2002 to: (i) the Otlleo of the

United Sum Tntstec. (ll) counsel for Napco, (iii) counsel for the Debtors, (iv) counsel for

the Comrnit1ec,[v) counsel to the Prospective Buyet; (vi) counsel to Bcrtelunotm; (vii) all

entities who have filed and served requests for notice: in these cases, (viii) Ill other

 



panics-in-inlcrcst. (ix) all appropriate state and local taxing authorities which may be

affected by the proposed sale. and (It) all entities that have previously submitted written

bids to acquire the D¢blots' assets, and (xi) all patties to the oxcoutory conlracts and

unexpired least; which an: impncied by the contempiated sale.

9. The Tmstcc is authorized and cmpowared to take or perform such actions

and expend such funds us may be ncccssary to cffedunlc the terms ofthls Ofdct.

Dated: Wilmington, Delaware

November£53002

Th: Honorable: Pew J. Walsh

Uniwd Slates Bu1knptcyJudgoI IITIM





IN THE UNITED STATES1 BANKRUPTCY COURT
FORTHE DISTRICT OF DELAWARE

INRE: Chapter)!"" >
)

NAPS.-‘FER. INC" ) Jointly Administered
a D¢lflW2l:c corpomtion. ct nL, ) Case Nos. 02-l I573 (PJW)

)
)Debtors. umtng um: «mum:1. mo: 6sun nu.

I Object!-n Dudlllc: Number 15. 1002 Q 4.00 gun.

NOTICE or (A) sane HEARING, (B) 1-onzmnx. Assam-now
AND ASSIGNMZBNI‘ or cznmm Actusmnms, AND
 

TO ALL INTERESTED PARTIES:

PLEASE TAKE NOTICE that on November 15. 2002, Hobaxt 0. Ttuesdell. in his

capacity as chapter I1 lmsteo (the "[‘ruuu:") of the Ibovtwaptioned debtors (collectively.

the "Del:tnrs"). filed 3 Motion (the “Sale Motion‘) fin an Order Under Sectioas l05(n). 363.

365 and I1-t6(c) of ‘III: Bankruptcy Code and Rules 2001. 6004. 6006 and 9014 of the

Federal Rules or Btmhuptcy Pmoedme (I) Approving Amt Purchase Agreement; (b)

Authorizing the Sale ofSubstantially All ofthe Debtors‘ Assets, (c) Anthotizing Assumption

end Assignment of Certain Executoty Contacts and (ti) Gaming Other Related Relief.

PLEASE TAKE FURTHER NOTICE that a hearing on the Sale Motion (the "Sale

nearing“) is ucheduled for November 21. 2001 II 11:00 am. bctbxe the Honorable Pete: I.

want at the Uniuzd States Bmltntplcy Court. 824 Market sum. Wilmington. Delaware.

PLEASE TAKE FURTHER NOTICE that. pursuant to the procedures attached

Ilotnlo as Exhibit "A" (the “P:-wedun-.a'°). any pennu or entity making a competing bid to

acquire the Debtors‘ meets (a “Competing Bidder’) must deliver to the Thutoe ml the

Omcial Commlttm of Unsecured Creditors (tho "Cotnmlttce“) the items not forth in tho

Procedures on or before November 22. 2002 at 4:00 pm. (Eastern time), including a copy of



the Amer Purchase Agreement revised as required by the t’rocedures (a copy of the Asset

Purchase Agreement Is attached hereto M Exhibit "13"

PLEASE TAIGZ I-'UR'1‘IlER NOTICE that the sale of‘ the Debtors‘ ttssets will be

free and cicar of all tieus. claims. interests and encumbrances pursuant to section 363 of the

Bantreuptaey Code. and includes the possible assumption Ind assignment to the successful

bidder of certain of the Debtors‘ cxocutory eotttrect: (collectively. the "Auumed

Contracts“) identified on the schedule attached hereto as Exhibit C (the “Assumed

Cont:-acts List”) as outlined herein. Each Assumed Contract may be assumed by the

Tru.~.-tee, as tqxcscnlalivc of the Debtors‘ estates. and assigned to the party or parties

idcrrtiflod as tho “Asstgnec” for the applicable Artsutned Contract upon the closing of the

Proposed Sale. Cure amounts for the Aseutned Contracts, if my, required to be paid under

section 3650!) of the Bankruptcy Code (collectively, the “Cure Amount‘). are identified on

the Assumed Contracts List. The Trustee And the Pmpcctive Buyer reserve the rigtrt to (i)

remove my Aesutrted Contract fiortt the Assumed Contracts List (collectively, the “Removed

Agreements") II any time prior to the closing ofthe Proposed Sela; and (ii) in the 'l'nutce‘s

sole discretion. thereatter reject any cftlto Removed Agteetnenu

PLEASE 'l‘A.KE I-'UR'l'l-IE! NOTICE that the Debtor!‘ Islets sold to the

Pmepeetive Buyer or other sueceesfitl bidder shall include certain MP3 tiles ("MP3‘e"') and

Compact Disks (“CD3”) that may contain or inclttde copyrighted Itlawrial or content subject

to certain use restrietiorte. trend to the extent my MP3‘: and CD’: cotmlning or imluding

txrpyrightaed tnrtletittl or content subject to use restrictions are turtsf.-tred to the Prospective

Buyer or other suoeesstitl bidder. the Prospective Buyer or other mecessntt bidder shall take

 



possession ofand store such MI'3's and CD'S but shall not me such MP3’: and CD'S without

the consent of the applicable panics.

PLEASE TAKE FURTHER NOTICE that. any objection (an "0h]¢ction“) to (a)

the Sale.'(b) the pmposed assumption and usigomcnt of one or man: or the Assumed

Contracts to the applicable Asslgnce and Assignees, (c) a Cure Amount nndlor (d) the

pmposed uuasfa of an MP3‘: and CD‘: containing or including aupyrightud mm.-rial or

content subject to use resttictions to thc Prospective Buyer or other suceesslitl bidder must:

(i) be in writing; (ii) start: with specificity tbs nntuns at’ the objection; and (iii) be filed with

the Court and served so as to be received by the Court and the following parties: (A)

proposed attorneys for the Trustee. (at) Ashby & Goddca, 222 Delnwuc Ave. Wilmington.

DE. 19899. Attn: William P. Bowdau, E:q., facsimile no. (302) 654-2061 and (y) Morrison

6; Eocmot LLP. 1290 Avenue of the Americas. New Yotlt. NY IOIO4, Am: John R.

nempm. nsq. facsimile an. (212) 458-1900; (is) money: for the Official Committee or

Unsecured Creditors (x) Grocnbcrg Tmuig. LLP, tooo West sum, Suite mo, Wilmington.

Dclawzm: 19801. Attn: Scott D. Cuaains, 1~:sq., facsilnilo no. (302) 66l-7360 ma (y)

Grccnbcrg Traurlg. LLP. ‘flu: MetLi£u Building. 200 Pad: Avenue, New Yuk. NY 10166.

Ann: Rick B. Antonoff. 381).. facsimile no. (212) ROI-6400; (C) Itmmcyl for the Prospective

Buyer. 0'Melvu:y & Mym Lu: 610 Newport Canter Drivt. 17“ Floor. Ncwpon Bach.

CA 92660. Ann: Suzznnnc Uhlnnd. Esq. fncsimila no. (949) 823-6994; Ind (D) the Unitcd

Stun: 'I‘mslua, 844 Marlin: Smut, Room 23l3, hocltbvx 35. Wilmington. Dclnwuc 1980!.

Ann: Frank Pcmh. Esq., facsimile no. (302) 573-6497 on or heron 4:00 p.xn.. Imam

Time. on Novcmbcr 25. 1002. Objections tiled In aoconhnccwith the fotegoinxprocedures

will be head at the Sale Hearing,

 



PLEASE TAKE FURTHER NUYICE that any party claiming a right or interest in

any of we Pmchasad Asscls. including 01:: Assumed Contracts, that does no! file and serve an

Objucrion in gncoxdanc: with the foregoing pmondurcs shall bc forever battled. pmhibited.

csIoppod.'$1:lyed and olhatwlse disabled from ptosccullng such right or interest against the

Prospective Buyer or Assigncc, the Debtors or any or their estatss, or nginn Ind of their

vespeclivc pmpenics.

PLEASE TAKE FURTHER NOTICE that, except an otherwise set Earth hewin. all

inquirlcs consenting the nowauiu should be made tn: (:1) Atmmcys M the man»: John

R. uampill, Esq, Morrison 8: Foctstnr LLP. l29D Avenue of [he Iuncricas, New Ynrlr, NY

10104 (phone; (2l2) 468-8000) (ficslmile: (212) 468-7900) or (b) attorneys fur the

Committee: Rick 8. Anlonofil Esq, Gusunbcrg Tran-lg Lu’. 200 Pull: Avenue. New Yoda

NY muss (phone: (212) 501-9200) (Ensimile: (212) am-6400).

Dated: November [5, 20%

ASHBY 3:. G-EDDES

William P. Bowdcn (#2553)

_ Ricudn Pahclo (#3765)
122 Dclnwau: Avcuu. 17th Fl.
vrumlngum, ma 198m
(302) 654-1888

..nd..

John R. Hcrnpill, Esq.
MORRISON 8: F0l.‘R8l'ER
1190 Avenue of the Amuicas
New Yolk, NY “H04
(212) 468-8000

ATTORNEYS FOR HOBART G. 'I'RUESD!iLI~
CI-[AFI'I'.'ll ll TRUSTEE

 



I.

BXHIEIT A

PROCEDURES

Any person or entity making a competing bid to acquit: the tssetx oi‘ the Debtors (n
“Competing Bidder”) must dciiver to the Ttustee ml! the Cotrunittee no later than
November 22, 2002 at 4:00 pm. (Eastern time) a copy oi‘ the Asset Purchnso Agmtnant
revised to show the Competing Bidder as the Buyer and 1 cash purchase pfice that
exceeds the nggngtte of (i) the cash porfion of tho purchase price under the Asset
Pmoltttse Agmcmatt (currently $5.2 million)‘ plus (ii) the amount of the Btuit-up Pee
($200,000). by an amount not less than $150,000 (the “Initial Competing Bid") end not
ntbject to any continymcy for due diligence orotbetwisc and no more burdomoma In the
Debtors in any manner than the Asset Pttmhaso Agreetnent (us :0 revised. the
"Compettng Ann Purchlu Agreement");

A Competing Bidder must deliver to the Trustee and the Committee evidence satisihctory
to the ‘Huston and the Committee of the Competing Bidder‘: financiai ability to close :1
transacrlott under the Computing Asset Pnmhase Agteement without delay-, (C) a
cashier's check in an amount equal to no ice: than ten percent (10%) or the cash ponion
oi‘ the Initial Competing aid (the "oepoutt")'; ma (D) a written ngmmx of the
Competing Bidder to keep its tins! and highest bid open pending a closing on sale to In
entity other than the Competing Bidder.

if another Competing Biddct’ or the Buyer undct the Asset Putcbue Agxeement elect: to
submit I subsequent cbotpeting bid alter an Initial Competing Bid in: beet: Ioocpted (9.
“Subsequent Competing Bid"). such Subsequent Competing Bid must be in an ttmouul
timt exceeds the cult portion ofthc initial Computing Bid by not less than 5100.000.

Any flmber bid utter a Subsequent Competing Bid mustfitovidc fix aggregate cash
eonsidenttiou in an amount not less than Si00,000 more than the not mount of the last
bid that was tuxeptod by the Trustee.

in the event tint one or more qtulifying Computing Bids nndlor Subuequeut Competing
Bids are submitted. the "Huston may conduct on auction on November 26. 2002 beginning
at 10:00 mm. at the offices of Ashby & Geddes. 22.2 Dalewue Avenue. 17" Floor.
Wilmingtnn, DE 19801.

 

nzeomomt orthe Debton‘ temanentobiimlotu undenho Now Foaming (defined intite
Motitm)pIvvtduitxyuu{fiiiueoftlt:bttyn'on<ictLheAuetPtameiteteikyeulvattttottrrevttly
S2w.N0.l!vwnm0I¢NWfitMdn:w¢Vi0utiflwduwmnchwnKtmm:.9KD¢btMS
mymqucstuldiuoeatodvnasof-ptossopoomwhlehusodseoebtoufnpoyuuu
oblimtouwootdbotnuwtot |ntIptounottntbetwneI8100.000ltdIpIoS250.0N. Ind»
wntdnuunutyermdadaknuhtadtuekgauvnunhfltonuoeuthlhiddmduunumof
thobobtnn‘tqzaynmtoblipflontmdzflwflcwfitmdngwuuilbeqpliodtoamnsttpufiu
ofthopuxduanpoiec. Intitgavoxdnhuquiivl Bt1yari:u9ItJIaIltnt8ftt|bidderfwd'tchndunod
Auaaiuluiihecadtldtnlqzuywuzomufloulfitandnuinneeotdmeewitttdteuwrui
umditiamoft§u:NewFin.1uu’ng0ttde:u-ttuodflnvuttbu L1007.
11rcDepotitvilIb¢ei!ter(u)t:wditct!iowatdIh¢ptudtII¢;Iti:IHlubhuatnykkdvimdu
compaingntddu-maittngntehDq:aiL(b)fu1hioedbym:hCottn:ettn;8iddettte.ndcoountt
Convpcdugfiidixrinnotmupidedfwxuwusptitvnilyuuibuhblnbtlncunpuittgsiddmu
(c)Ictnmu!toottcICuvqadingfliddaifuukilmvnpldadwitltuodtcrculpdingflifiww
the Ptuqsoettvc Bays.

 



6. Th: ‘Waste: will reserve uh: right under these Pmcedures to reject. any Compcling Bid
andlor Subscqucnt Competing Bid which, in his judgment. is inadequate or insufficienl or
which is ooutnrylo the best inlcrcals oftho Dcbmtx‘ estates.
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Int. CIs.: 9, 38 and 42

Prior U.S. C|s.: 21, 23, 26, 36, 38, I00, 101 and 104

United States Patent and Trademark Office

TRADEMARK

SERVICE MARK

PRINCIPAL REGISTER

NAPSTER

NAPSTER, INC. (DELAWARE CORPORATION)
600 CHESAPEAKE DRIVE
REDWOOD CITY. CA 94063

FOR: COMPUTER SOFTWARE TO ENABLE
PEER-TO ween NETWORKING AND FILE SHAR-
INC; SEARCH ENGINE SOFTWARE; COMPUTER
SOFIWARE FOR CONDUCTING AND COORDI-
NATING REAL-TIME AND ASYNCHRONOUS
COMMUNICATIONS AMONG COMPUTER USERS
SHARING INFORMATION AND AUDIO DATA VIA
EL.ECl'RONIC COMMUNICATIONS NETWORKS.
IN CLASS 9 (us. CLS. 2|", 23, 26. 35 AND 33).

FIRST USE 6-0-I999; IN COMMERCE 6-0-I999.

FOR: TELECOMMUNICATIONS SERVICES,
NAMELY, PROVIDING ONLINE CHAT ROOMS
FOR TRANSMISSION OF MESSAGES AMONG
COMPUTER USERS CONCERNING GENERAL IN-
TEREST TOPICS. IN CLASS 38 (US. CL5. I00. IOI
AND I04).

FIRST USE 60-1999; IN COMMERCE 6-O-I999.

FOR: INTERNET SERVICES. NAMELY. CREAT-
ING INDEXES OF INFORMATION. SITES AND
OTHER RESOURCES AVAILABLE ON GLOBAL
COMPUTER NETWORKS FOR OTHERS: INTER-
NEI SERVICES. NAMELY PROVIDING USERS OF
ELECTRONIC COMMUNICATIONS NETWORKS
WITH MEANS OF IDENTIFYING. LOCATING.
GROUPING. DISTRIBUTING, AND MANAGING
DATA AND LINKS TO THIRD-PARTY COMPUTER
SERVERS, COMPUTER PROCESSORS AND COM-
PUTER USERS; INTERNET SERVICES. NAMELY
SEARCHING. BROWSING AND RETRIEVING IN-
FORMATION. SITES. AND OTHER RESOURCES
AVAILABLE ON GLOBAL COMPUTER NET-
WORKS FOR OTHERS: INTERNET SERVICES.
NAMELY. ORGANIZING CONTENT OF INFOR-
MATION PROVIDED OVER A GLOBAL COMPU-
TER NETWORK ACCORDING TO USER
PREFERENCE, IN CLASS 42 (U.S.CLS. I00 AND IOI),

FIRST USE 6-(H999; IN COMMERCE 6-0-I999.

SER. NO. 75-98I.245. FILED 6-281000.

lA TONIA FISHER, EXAMINING ATTORNEY

Reg. No. 2,575,170
Registered June 4, 2002



EXHIBIT D



Int. CIs.: 9 and 42

Prior U.S. 05.: 21, 23, 26, 36, 38, 100, and 101

United States Patent and Trademark Office
Reg. No. 2,841,431

Registered May 11, 2004

TRADEMARK

SERVICE MARK

PRINCIPAL REGISTER

NAPSTER

ROXIO. INC. (DELAWARE CORPORATION)
455 EL CAMINO REAL
SANTA CLARA. CA 95050

FOR:COMPU1’ER so:-'nvA1u=. FORTHE'l'RANS—
MISSION or AUDIO, GRAPHICS, ram‘, AND
DATA oven COMMUNICATIONS NETWORKS;
COMPUTER SOFTWARE FOR THE STREAMING
TRANSMISSION OF AUDIO, VIDEO. GRAPHICS.
‘rexr AND DATA ovaa COMMUNICATION NET-
wo:u<s; COMPUTER SOFIWARE FOR STORAGE
OF AUDIO. VIDEO, GRAPHICS, naxr AND DATA
ON COMMUNICATIONS NETWORKS usans;
COMPUTER SOFTWARE FOR sacuma, ENCRYP-
TED ELECTRONIC TRANSFER or AUDIO, vmeo,
GRAPHICS AND DATAoven COMMUNICATIONS
NETWORKS; COMPUTER SOFTWARE FOR EN-
CRYPTION FOR COMMUNICATIONS, IN cuss 9
(us. CLS. 2:, 23. 26, 36 AND 38).

FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOR: LICENSING OF INTELLECTUAL PROPER-
TY. COMPUTER CONSULTATION; COMPUTER

NETWORK DESIGN SERVICE OR OTHERS: COM-
PUTER SYSTEMS DESIGN AND ANALYSIS SERVI-
CES FOR OTHERS, COMPUTER SOFTWARE
DESIGN FOR OTHERS; COMPUTER SOFTWARE
CONSULTATION; COMPUTER SERVICES. NAME- I
LY PROVIDING CUSIOMIZED WEBPAGES FEA-
TURING USER—DEFINED INFORMATION. WHICH
INCLUDES SEARCH ENGINES AND ONLINE WEB
LINKS TO NEWS. WEATHER. SPORTS. CURRENT
EVENTS, REFERENCE MATERIALS. AND CUSTO-
MIZED EMAIL MESSAGES, ALL IN A WIDE
RANGE OF USER-DEFINED FIELDS; COMPUTER
SERVICES, NAMELY PROVIDING SEARCH EN-
GINES FOR OBTAINING DATA VIA ELECTRONIC
COMMUNICATIONS NETWORK. IN CLASS 42 (U .S.
CLS. I00 AND IOI).

FIRST USE I0.-29-2003; IN COMMERCE l0~29-2003

SN 78-039.0I9. FILED I2-I2-2000

HOWARD SMIGA, EXAMINING ATTORNEY



EXHIBIT E



Int. CIs.: 35, 38, 41, and 42

Prior U.S. CIs.: 100, I01, 102, 104, and 107

United States Patent and Trademark Office 
Reg. No. 2,843,786

Registered May 18, 2004

SERVICE MARK

PRINCIPAL REGISTER

NAPSTER

ROXIO. INC. (DELAWARE CORPORATION)
455 EL CAMINO REAL
SANTA CLARA, CA 95050

FOR: BUSINESS CONSULTATION; PRODUCT
MERCHANDISING: LICENSING OF COMPUTER
SOFTWARE AND OF ENTERTAINMENT I’RO~
DUCTS AND SERVICES; DISSEMINATION OF AD-
VERTISING FOR OTHERS VIA
COMMUNICATIONS NEWVORKS; RETAIL STORE
SERVICES FEATURING ENTERTAINMENT PRO-

DUCTS AND APPAREL; RETAIL STORE SERVICES
PROVIDED VIA COMMUNICATIONS NETWORKS
HEATURING ENTERTAINMENT PRODUCTS AND

APPAREL, IN CLASS 35 (US. CIS, I00. I0l AND I02),

FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOR: ELECTRONIC "TRANSMISSION OF AUDIO
AND VIDEO FILES VIA COMMUNICATIONS NET-
WORKS; PROVIDING ELECTRONIC BULLETIN
BOARDS; CHAT ROOMS AND COMMUNITY FOR
A TRANSMISSION OF MESSAGES AMONG USERS
CONCERNING MUSIC, NEWS, CURRENT EVENTS.
POLlT[$. ENTERTAINMENT AND ARTS AND
LEISURE; TRANSMISSION OF PEER TO PEER
NETWORKING AND FILE SHARING INFORMA-
TION VIA COMMUNICATIONS NEIWORICS, IN
CLASS 38 (US. CIS. I00, IOI AND I04).

FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOR: PROVIDING DATABASES AND DIREC-

TORIES IN THE FIELDS OF MUSIC, VIDEO.
RADIO. TELEVISION. NEWS, SPORTS. GAMES.
CULTURAL EVENTS. ENTERTAINMENT, AND

ARTS AND LEISURE VIA COMMUNICATIONS
NETWORKS; PROVIDING INFORMATION,
AUDIO. VIDEO. GRAPIIK3. TEXT AND OTHER
MULTIMEDIA CONTENT IN THE FIELDS OF
MUSIC. VIDEO, RADIO. TELEVISION, NEWS.
SPORTS, GAMES, CULTURAL EVENTS, ENTER-
TAINMENT. AND ARTS AND LEISURE VIA COM-
MUNICATIONS NETWORKS; MUSIC PUBLISHING
SERVICES; PUBLISHING OF TEXT, GRAPHIC.
AUDIO AND VIDEO WORKS VIA COMMUNICA-
TIONS NETWORKS: MATCHING USERS FOR THE
TRANSFER OF MUSIC. VIDEO. AND AUDIO RE-
CORDINGS VIA COMMUNICATIONS NETWORKS;
PROVIDING EDUCATIONAL SYMPOSIA VIA COM-
MUNICATIONS NETWORKS IN THE FIELDS OF
MUSIC. VIDEO. ENTERTAINMENT NEWS. POLI-
TICS. AND ARTS AND LEISURE, IN CLASS 41 (US.
CIS. I00. I01 AND I07).

FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOIC LICENSING OF INTELLECTUAL PROPER-
TY; PROVIDING SEARCH ENGINES FOR OBTAIN-
ING DATA VIA GJMMUNICATIONS NETWORKS;
PROVIDING DATABASES AND DIRECTORIES VIA
COMMUNICATIONS NETWORKS FOR OBTAIN-
ING DATA IN THE FIELDS OF POLITICS AND
GENERAL NEWS, IN CLASS 42 (U.S.. CLS. 100 AND
I01).

FIRST USE l0—29-2003; IN COMMERCE I0—29-2003.

SN 78-0I4,82I, FILED 6 -28-2000.

ANDREW BENZMILLER. EXAMINING ATTOR-
NEY



EXHIBIT F
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Int. CIs.: 9, 35, 38, 41, and 42

Prior U.S. CIs.: 21, 23, 26,36, 38, 100, 101, 102, 104,
d 107

an ' Reg. No. 2,843,405
Umted States Patent and Trademark Office negjscueamay 13, 2004

TRADEMARK

SERVICEMARK

PRINCIPAL REGISTER

 

ROXIO, INC. (DELAWARE CORPORATION)
455 EL CAMINO REAL
SANTA CLARA, CA 95050

FOR: COMPUTER SOFTWARE T0 ENABLE
PEER-T0-PEER NETWORKING AND FILE SHAR-

ING; SEARCH ENGINE SOFTWARE; COMPUTER
SOFTWARE FORTHETRANSMISSION OF AUDIO,-
GRAPHICS. TEXT, AND DATA OVER COMMUNI-
CATIONS NETWORKS; COMPUTER SOFTWARE
FOR THE STREAMING TRANSMISSION 0?
AUDIO, VIDEO. GRAPHICS, TEXT AND DATA
OVER COMMUNICATIONS NETWORKS; COMPU-
TER STORAGE T0 ENABLE COMMUNICATIONS
AMONG COMPUTER 0!; COMMUNICATIONS

~ NETWORK USERS; COMPUTER'SOI?l'WARE FOR
SECURE, ENCRYPTED ELECTRONIC TRANSFER
OF AUDIO, VIDEO. GRAPHICS AND DATA OVER
COMMUNICATIONS NETWORKS; COMPUTER
SOFTWARE FOR ENCRYPTION o1= COMMUNIcA-
TIONS, IN CLASS 9 (us. CLS. 21, 23, 26, 36 AND 38).

FIRST USE I0-29-2003: IN COMMERCE I0-29-2003.

FOR: BUSINESS CONSULTATION; PRODUCT
MERCHANDISING: LICENSING OF COMPUTER
SOFTWARE; DISSEMINATION OF ADVERTISING
FOR OTHERS VIA COMMUNICATIONS NET-
WORKS; RETAIL STORE SERVICES FEATURING
ENTERTAINMENT PRODUCTS AND APPAREL:
RETAIL STORE SERVICES PROVIDED VIA COM-
MUNICATIONS NETWORKS FEATURING ENTER-
TAINMENT PRODUCIS AND APPAREL. IN CLASS
35 (US. CLS. 100. lol AND 102)..

FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOR: TRANSMISSION OF AUDIO AND VIDEO
FILES VIA COMMUNICATIONS NETWORKS; PRO-

mapster

VIDING ELECTRONIC BULLETIN BOARDS, CHAT
ROOMS AND COMMUNITY FORA FOR THE
TRANSMISSION OF MESSAGES AMONG USERS

CONCERNING MUSIC. NEWS. CURRENTEVENTS,
POLITIS, ENTERTAINMENT AND ARTS AND
LEISURE; TRANSMISSION OF PEER TO PEER
NETWORKING AND FILE SHARING INFORMA-
TION VIA COMMUNICATIONS NETWORKS; TEL-
ECOMMUNICATIONS SERVICES. NAMELY.
PROVIDING ONLINE CHAT ROOMS FOR TRANS-
MISSION OF MESSAGES AMONG COMPUTER
USERS CONCERNING GENERAL INTEREST TO-
PICS. INCLASS 38 (US. CLS. I00, I01 AND I04).

FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOR: PROVIDING DATABASES AND DIREC-
TORIES IN THE FIELDS OF MUSIC, VIDEO.
RADIO, TELEVISION. NEWS. SPORTS. GAMES.
CULTURAL EVENTS, ENTERTAINMENT, AND
ARTS AND LEISURE VIA COMMUNICATIONS

NETWORKS; PROVIDING INFORMATION,
AUDIO. VlDEO.GRAPI-I13. TEXT AND OTHER
MULTIMEDIA CONTENT IN THE FIELDS OF
MUSIC. VIDEO. RADIO. TELEVISION, ENTER-
TAINMENT NEWS, SPORTS, GAMES, CULTURAL
EVENTS. ENTERTAINMENT AND ARTS AND LEI-
SURE VIA COMMUNICATIONS NETWORKS: MU-
SIC PUBLISHING SERVICES: PUBLISHING OF
TEXT, GRAPHIC. AUDIO AND VIDEO WORKS
VIA COMMUNICATIONS NETWORKS; MATCH-
ING USERS FOR THE TRANSFER AND SHARING
OF MUSIC, VIDEO, AND AUDIO RECORDINGS
VIA COMMUNICATIONS NETWORKS; PROVID-
ING EDUCATIONAL SYMPOSIA VIA COMMUNI-
CATIONS NETWORKS IN ‘THE FIELDS OF MUSIC,
VIDEO, ENTERTAINMENT. NEWS, POLITICS, AND
ARTS AND LEISURE. IN CLASS 4| (US. C13. 100.
IOI AND I07).



FIRST USE I0-29-2003; IN COMMERCE I0-29-2003.

FOR: LICENSING OF INTELLECTUAL PROPER-
TY; PROVIDING SEARCH ENGINES FOR OBTAIN-
ING DATA VIA a)MMUNICATIONS NETWORK:
PROVIDING DATABASES AND DIRECTORIES VIA
COMMUNICATIONS NETWORKS FOR OBTAIN-
ING DATA IN THE FIEID OF POLITIG AND
GENERAL NEWS; INTERNET SERVICES. NAME-
LY, CREATING INDEXES OF INFORMATION,
SITES AND OTHER RESOURCES AVAILABLE ON
COMMUNICATIONS NETWORKS FOR OTHERS;
INTERNET SERVICES. NAMELY, PROVIDING
USERS OF COMMUNICATIONS NETWORKS WITH
MEANS OF IDENTIFYING. LOCATING, GROUP-
ING. DISTRIBUTING, AND MANAGING DATA
AND LINKS TO TI‘I1R.D-PARTY COMPUTER SER-

VERS. COMPUTER PROCESSORS AND COMPU-
TER USERS; INTERNET SERVICES, NAMELY,
SEARCHING. BROWSING AND RETRIEVING IN-
FORMATION, smzs, AND omsn RESOURCES
AVAIIABLE ON COMMUNICATIONS NETWORKS
FOR omzas; lN'IERNEI' saxvxcas, NAMELY.
ORGANIZING ooNTENr.o1= INFORMATION mo-
VIDED ovmz A COMMUNICATIONS NETWORKS
ACCORDING TO usun PREFERENCE. IN CLASS 42

(us.c1s.1oo AND 101). “

FIRST USE I0-29-2003: IN COMMERCE I0-29-2003.

SN 76-137,325, FILE) 9-27-2000.

ANDREW BENZMILLER, EXAMINING ATTOR-
NEY



EXHIBIT G



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the Matter of:

Trademark Registration No. 2575170

Registration Date: June 4, 2002
For the Mark: NAPSTER

Trademark Registration No. 2841431
Registration Date: May 11, 2004
For the Mark: NAPSTER

Trademark Registration No. 2843786

Registration Date: May 18, 2004
For the Mark: NAPSTER

Trademark Registration No. 2843405

Registration Date: May 18, 2004

For the Mark: NAPSTER & Design

SightSound Technologies, Inc..,

Petitioner,

v. Cancellation No.

Napster, LLC,

Respondent.

Commissioner of Trademarks
P.O. Box 1451

Arlington, Virginia 22313-1451

PETITION FOR CANCELLATION

Sightsound Technologies, Inc, a corporation organized under the laws of the State of

Delaware, having a place of business at 311 South Craig Street, Suite 205, Pittsburgh, PA 15213

(“Petitioner”), believes that it is or will be damaged by Registration Nos. 2575170, 2841431,

2843786, and 2843405, and hereby petitions to cancel the same, with knowledge concerning its

own actions and on information and belief concerning all other matters.



The name and address of the current owner of Registration Nos. 2575170, 2841431,

2843786, and 2843405 is Napster, LLC, a limited liability company organized under the laws of

the State of Delaware, with an address at 455 El Camino Real, Santa Clara, California 95050

(hereinafter referred to as “Respondent”).

As grounds for this Petition, it is alleged that:

1. Respondent is the owner ofrecord of the marks listed in Registration Nos.

2575170, 28414.31 , 2843786, and 2843405 (the “Napster Marks"). Respondent acquired the

Napster Marks through assignments, from Napster, Inc. (the original Applicant) to Roxio, Inc.

(the parent of Respondent) and then from Roxio, Inc. to Respondent.

2. In a currently-pending federal court lawsuit between Petitioner and Respondent,

the Respondent filed counterclaims against Petitioner asserting causes of action for, inter alia,

trade libel, defamation, and commercial disparagement, allegedly arising from Petitioner’s

reference to the name Napster. More particularly, Respondent asserts that the following

statement is false: “Napster, whose name had been synonymous with the most well-known

violation of intellectual property rights . r .”

3. Napster, Inc. (the original Applicant) was embroiled in a highly publicized battle

with the music industry arising from its operation of an Intemet—based “service” that facilitated

rampant music piracy. Nearly twenty record companies sued Napster, Inc. for contributory and

vicarious copyright infringement and related causes of action, and this action was soon joined by

a class of music publishers The court found a likelihood of success on the merits of the

copyright infringement claim and issued a preliminary injunction against Napster, Inc.., and

stated in its opinion that Napster “contribmed to illegal copying on a scale that is without

precedent...” A&M Reco/'d.s, Inc. v. Napster, Inc , ll4 F. Supp. 2d 896, 927 (ND. Cal. 2000).



(emphasis added). In upholding the injunction (with modification) against Napster, Inc., the

Ninth Circuit confinned the rampant infringement that Napster, Inc. was engaged in:

Napster, by its conduct, knowingly encourages and assists the

infringement ofplaintiffs ' copyrights.

The district court .. . . properly found that Napster materially

contributes to direct infringement.

Napster'sfailnre to police the system’s “premises,” combined

with a showing that Napsterfinancially ben cgfits from the

continuing availability ofinfringingfiles on its system, leads to
the imposition of vicarious liability.

A&MRecords, Inc. v. Napster, Inc., 239 F.3d 1004, I020, l022, 1024 (9th Cir. 2001) (emphasis

added). Thus, two federal courts have stated unequivocally that Napster, Inc. was an infringer of

intellectual property rights (namely, copyrights).

4.. In asserting that the Napster name (and, hence, each of the Napster Marks) was

not associated with violation of intellectual property rights, Respondent has rejected the goodwill

associated with the prior user, Napster, Inc., including the reputation that Napster, Inc. earned for

facilitating copyright infringement on an unprecedented scale. As such, Respondent has

admitted that it acquired the Napster Marks without the goodwill associated with the business.

5. Trademarks cannot be validly assigned without the goodwill of the business. A

sale of a trademark divorced from its goodwill is an “assignment in gross,” which operates to

pass no rights to the purported assignee Thus, the Napster Marks were not validly transferred

from Napster, Inc. to the Respondent (or to its parent, Roxio, lnc.). As the Napster Marks are no

longer used by the assignor, Napster, Inc., they have been abandoned. Accordingly, Registration

Nos. 2575170, 2841431, 2843786, and 2843405 are subject to cancellation.



6. Petitioner is being injured by the continued presence on the Principal Register of

Registration Nos. 2575170, 2841431, 2843786, and 2843405 because, inter alia, Petitioner’s fair

use rights to refer to the Napster name are being adversely affected by Respondent’s continued

registration of the Napster name as reflected in the registered Napster Marks.

7. Furthermore, the intent to use applications underlying Registration Nos. 2841431,

2843786, and 2843405 were improperly transferred in violation of 15 U.S.C. §l060. No

application to register a mark under Section 1(b) of the Lanham Act, 15 U.S.C. §1051(b), shall

be assignable prior to the filing of an amendment under Section l(c), 15 U.S.C. §1051(c), to

bring the application into conformity with Section 1(a), I5 U.S.C.. §l051(a), or the filing of the

verified statement of use under Section 1(d), 15 U.S.C. §l05I(d), except for an assigrunent to a

successor to the business of the applicant, or portion thereof, to which the mark pertains, if that

business is ongoing and existing.

8. The applications underlying Registration Nos. 2841431, 2843786, and 2843405

were filed by Napster, Inc. based upon an intent to use the marks under Section l(b) of the

Lanham Act. These applications were still pending and no amendment to allege use (or

statement ofuse) had been filed when they were transferred by the original owner, Napster, Inc.,

to Roxio, Inc. (Napster, LLC’s parent) on November 27, 2002. To the extent that the business of

Napster, Inc. was ongoing and existing at the time of the assignment, Roxio, Inc. was not a

successor to the business ofthe original applicant, Napster, Inc. Accordingly, the applications

underlying Registration Nos. 2841431, 2843 786, and 2843405 were void as of the date of

attempted assigrunent from Napster, Inc. to Roxio, Inc., and Registration Nos. 2841431,

2843 786, and 2843405 are subject to cancellation.



9. These applications were again improperly transferred when, on June 13, 2003,

Roxio, Inc. transferred them to its subsidiary, Napster, LLC. On that date, the applications were

still pending and no amendment to allege use (or statement ofuse) had been filed. Accordingly,

Registration Nos. 2841431, 2843786, and 2843405 are subject to cancellation.

10. Finally, the assignment of Registration Nos. 2575170, 2841431, 2843786, and

2843405 was invalid under 15 U.S..C. §l060 as there has been a substantial change in the

services marketed and/or rendered under the Napster Marks, and, accordingly, there was no

transfer of" the goodwill to which the marks pertained. Where a transferred mark is to be used on

a new and different product or service, any goodwill that the mark itself might represent cannot

legally be assigned. Respondent’s services under the Napster Marks are so different from the old

services that the goodwill was not legally assigned, and to allow continued use and registration

of the marks would work a deception upon the public. Whether the new service is better or

worse than the original is wholly immaterial; the substitution of one service for a different one

worked a forfeiture on whatever trademark rights Respondent attempted to acquire.

WHEREFORE, Petitioner prays this Petition for Cancellation be sustained in

favor of'Petitioner and that Registration Nos. 2575170, 2841431, 2843786, and 2843405 be

canceled.

Please address all future communications regarding this cancellation to:

William K. Wells

KENYON & KENYON

l500 K Street, N.W.., Suite 700

Washington, DC 20005
Tel: (202) 2204200

Fax: (202) 220-4201



Please charge the filing fees of $4,200.00, and any other fees associated with this

proceeding to Deposit Account 1 l-0600.

Respectfully submitted,

s/ William K. Wells

William K. Wells

Brian S. Mudge
Susan A. Smith

KENYON & KENYON

1500 K Street, N.W., Suite 700

Washington, DC 20005

Tel..: (202) 220-4200

Fax: (202) 220-4201

Comzselfor Petitioner Sig/ztSound Tec/mologies, Inc.



EXHIBIT H


