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The Question:

Memo, as digital watermarking progresses, how can this type of digital rights management
(DRM) solution be used to accelerate commeiaievelopment of the P2P distribution
channel?

I am MemoRheinand | have been working in the area of digital watermarkinglLfoyears.

To give youny perspective, my company Unlimitedédia, provides music and DVD content to
independent distributorsaround the world.

| recognised the eed to ensure the integrity of owshared distribution systerx

Xand thereforehave increasingly committed my time and rasces into findhg an effective,
state of theart DRM solution

XYe FSStAy3d Xttha dxiStingd RMdEioxdeurentlykidedin marketare not
working properlyx

in my opinion they do not do what they were first intended to do
X protect owners rights,
Xand just as importantly, for everyone here today,
Xnor do they have the capaliil to unlock the potential marketing value that lies within P2P.
Let me explain what | mean by this.
Current Situation
[ SGQa ang thdudhts gnithe Kurrent situati.
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As an alternative tdhe existing restricted and close circldaital distrbution platforms,
A P2P commercial opportunities asésobeing restricted by:

A Low level acceptance/Rejection of DRM solutions due to lack of
interoperability/standardisation

A Under utilised tracking and traceability
A Little or no effective copyright enfoementand analysis

A No centralised recognition & evaluation system
Which has led to:

lllegal exploitation

Content duplication

Grey areas

Failure to account

Renaming of content
Copyright and IP devaluation

T> T> I> o T T

Clearly this was not the intention of every@mvolved in the development of the current DRM
solutions.

{2X

We believe that the commercial development of P2P distribution is being inhibited by current
DRM.

This is not a surprise to anyone here.

In fact many players in the market aaking a2 dzi G KS RSFGK 2F 5wa | 3

knowing what is going to replace it!

XolFyR GKFGQa ¢gKFG L glyd G2 GFf1 Ftoz2dzi y2éX
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| believe that current DRM solutions have taught us 3 valuable lessons
Lesson 1

a5walJLINE  OKSa GKdza FIFN KF@S 6SFH1SYSR dKS 02yl
SELX 2AG1F 0A2Yy Xo0& fAYAUAYTI AYGSNRLISNI oAt AGESE

Xl NHdz 6tfté& GKA&a KlFa R2yS Y2NB RIYIFI3AS (KIy |ye
YR (G2 GKS ALISOAFTAO ljdzSaidAazy 2F RAIAGEE gl GSI
X Aidinot new as an alternative DRM technology.

XFyR G2 RIFIGS Al KFra RSY2yadNIGSR ftAYAGSR STFE

Primarily because all the players in the market act in their own self intedesten by a
perceived need to protect their market share versus ttompetition

XGKS Sy-R RBaA@&NAIFI yAdSR | LILIINRI OK¢

So lesson 1Any future DRM watermarking system needs to work across all platforms to be
effective in market.

What else have we learnt
Lesson 2

CKAA afl Ol 27F Ayl SNEBerdbdationfandAritadionK & ONB I

c
(0p))
P
w
<«

L¥ yS¢ 5wa Aa a AYyidNHzaAGS a4 AG KFra oSSy Ay
end user to find ways around them will drive continued illegitimate market activities.

In other words continued failure fro S NE 2y SQa LIR2AYG 2F GASsP

So lesson 2 Any future DRM watermarking system needs to unobtrusive and transparent to
the end user.

In fact | would say that ideally it needs to go further than this and actually look to be openly
invited and embraced by thend user.
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Why do DRM solutions need to be hidden?

Why do they want to criminalise the end user?

2 Keg OlyQil ¢S GUKAYy]l 2F glea (2 AyOfdzRS GKS SyF
XgKAOK A& (2 ceeadtetaddedvalue@rthp@li oS

XO2AWi1K Fo2dzi 6KIFGQa Ay Al F2N GKSYK

Imt 3AYyS || 5wa az2fdziAzy 6KSNBI FNRY |y SyR dzaS!
X LyOSylGA@Sa | yRopaetySTAGaAa | NB Of SI NI &
X 0SYSFTA(la 200A2dzsdfprégnoh SR YR GKSNBT2NEB

Lesson 3

The next lesson Lesson 3 can be exemplified by the most recent attentptimplement
Iy 2 KS NIDRW doRtRIS v £

{2NNE (2 0S ofdzyd odzi AOG A& Y& gl & XOiKS € G¢
EMI is a good example of how not to do it.

This is a concern because we expect similar solutions

X S A (b&s&dNior usingthe same limited technology are in the pipe line and are currently
beingoffered up as state of the art and beirggnsidered by number ofother companies.

~

2 Ke R2 L aleée WEAYAGSRQ GSOKyz2f238&K
InouropinionKS (SOKy2ft23& aAvddt @ R2SayQd 3I2 FI N Sy
X YR Aad UGUKSNBFTF2NBE 2F fAGGfS 2N y2 dzasS (2

X YR FlLAfta (2 dzyft 201 GKS LRGSYGAIFf YIFNJ S
market.

If the technology could track usagencludng the demands and requeststbie most influential
and valuablegroup of users

Handelsregister Amtsgericht Burgwedel HRB 4174  Geschaftsfiihrer/General Manager: Iris Mazur .
Steuer-Nr./tax-ID.: 16/205/35316. Ust/VAT-ID: DE813784706. Zoll-Nr./Customs no. : 5317495

Dresdner Bank AG Hannover Swift/BIC: DRESDEFF250 BLZ 250 800 20 KontoNr. 111051200 IBAN DE35 250800200111051200
Kreissparkasse Hannover Swift/BIC: SPKHDE2H BLZ 250 50 299 KontoNr. 900016450 IBAN DE26 250502990900016450

Page 4



UNLIMITED

Grunewaldstr. 21
D-10823Berlin

Deutschland
Tel.: +49-30-26324510
Fax.: +49-30-69088013

i the P2P gscial networksg
Xthen DRM would be transformed into a welcome and hygralued addition for all

C2NJ GK2asS 2F @e2dz 6K2 KIFI@S y2i KIFIR I OKIyOS i:
L) dza Qk 9al az2tdziazy

X'| can tell you that the information is embedded into the file and is lost as soon as the user
changes the format from AAC to MP3.

So what use is that to the rights owner, distributor and anybody further down the value chain,
X GKS fTAYAGFGA2ya NS Of SI N»
It is a very shortsighted solution.

It surprises me that this solution is being seen as state of the art yet still it fails to address the key
issues of the current DRM solution.

In my opinion, better solutions are available
| know t is possible to eate a watermark that transfers across platforms.

| can tell you because we have donedtrwatermarkCUGate can be uploaded onfilunes and
it will remainin the files< even if they ardransferred andeleased as vinyl disc!

{2 GUKS GKANR fSaazyx

New DRM technology must be more than an identification tag attached at some point in the
value chain.

XA (0 syfcaBdrack and tracat every stage of the value chains creation which happens in
market, in real time.

Only then will we have a completéain of rightsand title

Xso that everyone who has been part of creating the value can be recognised for their
contribution.
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L adNBaa GKFd GNIOSFoAfAdGe XONARIKG GKNRAZAK Uz
owner to be able to dim their rightful revenues and retain control over their product.

Accept nothing less.

To be effective in market, new forms of DRM, must feature traceability to identify each and every
piece of additional information as the chain extends in market fraghts owner to distributors

YR F33INB3IFG2NE YR S@Syiddzrtf SyR dzaASNEX AdG A
link in the chain!

(e} Y2

It needs to be traceabledm which ever end you look at it.

When this is achieved the DRM technology niotyaunlocks the marketing value by helping
promote, market and distribute content in the virtual marketplace

But also creates opens up many new commercial opportunities such as new artist discovery and
creativity.

These are the new rules of engagementd&oyone working in this key area of development
today.

The Solution

(0p))
(0p))
P
QX
X
X

So,insummary, KAyl GKS ySg 5wa Y
1.Interoperability

HPbSSRa (G2 0SS dzy20U0NHZAADGS YR @I fdzZSRX ONBI Ay
3.Needs not only to identifyded ONA GAOFff& (G2 GNI} O]l FYyR GNIF OS>

XgKAOK Aa ONBIGSR (KNRdIZAAK dzal 3So

hT O2dz2NBS ¢S R2 T2NBXaSS AaadzsSa KSR T2NJ KA

Non intrusive¢ means that we need more collaboration andaperation between hardware
and software producers
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XI'YyR 5wa LINPQJARSNEO®
We have a collective responsibility.

What does that mean exactly?.

2SS ySSR (12 O2tftlF02NXGS (G2 SyadaNB 6S OFly STFSC
the various Virus Blockers,etc.

But | thinkif we act together as an industry we can overcome these hurdles.
| 26 R2 6S 1y2¢6 6SQNB KSIFIRAYy3a Ay (KS NARIKG RAN
Our DRM solutioq CUGatee s KA OK ¢S | NB I dzyOKAy3 GKAa 6SS7

already been reviewed by a number of keytpars aound the worldg Multi-Media Production
Association imaiwan

X®FyR Of 2 adUs)IriedtMddiaWogks T 2

Investment in this industry will only be secured if we can demonstrate that we are able to agree
on standards quickly to enable unbiasedde.

Unbiased trade is essential for this industry to survive. It is vital to give every Cosmos of
Creativity, large and small, a chance to survive and flourish.

XI'yR 6SQNBE KSNB (2 KSfL)I 68 LINRPGARAY3I Ithyisa g SNA

2 SONBS K8 G frqiddo buSeds K S

Thank you.

Handelsregister Amtsgericht Burgwedel HRB 4174  Geschaftsfiihrer/General Manager: Iris Mazur .
Steuer-Nr./tax-ID.: 16/205/35316. Ust/VAT-ID: DE813784706. Zoll-Nr./Customs no. : 5317495

Dresdner Bank AG Hannover Swift/BIC: DRESDEFF250 BLZ 250 800 20 KontoNr. 111051200 IBAN DE35 250800200111051200
Kreissparkasse Hannover Swift/BIC: SPKHDE2H BLZ 250 50 299 KontoNr. 900016450 IBAN DE26 250502990900016450

Page 7



