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PRIVATE PLACEMENT MEMORANDUM
Dated: May 1, 2009

38 STUDIOS, LLC
(a Delaware Limited Liability Company)

Offering of up 20,161,290 Class B Units (“Class B Units™)
Offering Price: $1.24 per Unit (the “Offering Price™)

THIS OFFERING INVOLVES A HIGH DEGREE OF RISK
(See “Risk Factors™ in Section 111}

THIS MEMORANDUM CONTAINS CONFIDENTIAL INFORMATION

This Private Placement Memorandum (this “Memorandum®) relates to an offer by 38
Studios, LLC, a Delaware limited liability company (the “Company” or “38 Studios™) to sell an
aggregate of up to 20,161,290 Class B Units at a purchase price of $1.24 per Unit.

The offering (the “Offering”} will terminate at 5:00 p.m. Boston Time on June 30, 2009
(the “Termination Date™) unless extended by the Company. The Company reserves the right in
fts sole discretion to accept or reject any subscription, alfocate or restrict the number of Class B
Units that can be acquired by any subscriber, and withdraw or cancel this Offering at any time.

This Memorandum sets forth the material terms of the Offering and certain other
information about the Company. Each prospective investor should examine this Memorandum,
the Investor Questionnaire, the Subscription Agreement and the Company’s Operating
Agreement in order to evaluate the Offering and assure himself or herself that the Offering and
the Company’s business plan is satisfactory. Prospective investors are invited to request
additional information from and pose questions to the Company’s senior management.
Representatives of the Company will be available to answer questions and provide additional
information to the extent it can be obtained without unreasonable effort or expense.

Requests for additional information should be directed to Bill Thomas, Chief Operations
Officer, 38 Studios, 5 Clock Tower Place, Suite 140, Maynard, Massachusetts 01754, or at (978)
310-5100.




FORWARD LOOKING STATEMENTS

This Memorandum contains forward-looking statements that are based on the Company’s
current expectations, assumptions, estimates and projections about 38 Studios and its industry.
When used, the words “may,” “will,” “should,” “expect,” “plan,” “anticipate,” “helieve,” “feel,”
“confident,” “estimate,” “intend,” “predict,” “potential” or “continue” or the negative of such
terms or other variations on these weords or comparable terminology are intended to identify
forward looking statements. These statements describe the Company’s beliefs concerning the
future based on currently available information and are only predictions and involve known and
unknown risks, uncertainties and other factors, including the risks described herein that may
cause the Company’s actual business results, levels of activity, performance or achievements to
be materially different from any {uture result, levels of activity, performance or achievements
expressed or implied by such forward-looking statements. In addition to the risks described
herein, important factors to consider and evaluate in such forward-looking statements include: (i)
changes in the external competitive market factors which might impact the Company’s results of
operations; (ii} unanticipated working capital or other cash requirements including those created
by the failure of the Company to adequately anticipate the costs associated with the development
of the (Game (as defined below) and other critical activities; (iii} changes in the Company’s
business strategy or an inability to execute its strategy due to unanticipated changes in the
entertainment and interactive media businesses; and (iv) the failure of the Company to complete
any or all of the transactions described herein on the terms currently contemplated. In light of
these risks and uncertainties, many of which are described in greater detail elsewhere in this
Memorandum, there can be no assurance that the forward-looking stalements contained herein
will in fact transpire.

Although the Company believes that the expectations reflected in the forward-looking
statements are reasonable, 38 Studios cannot guarantee future results, levels of activity,
performance or achievements. The Company’s actual results could differ materially from those
contained in the forward-looking statements due to a number of risks and uncertainties.
Important factors that could cause the Company’s actual results to differ materially from its
expectations expressed in the forward-looking statements are set forth under the heading “Risk
Factors™. You should read the cautionary statements as being applicable to all related forward-
looking statements wherever they appear, 38 Studios assumes no obligation to publicly update
or revise these forward-looking statements for any reason, or to update the reasans actual results
coutd differ materially from those anticipated in these forward-looking statements, even if new
information becomes available in the future.




INVESTOR NOTICES

THIS INVESTMENT INVOLVES A HIGH DEGREE OF RISK (SEE “RISK FACTORS” IN
SECTION III}. THE CLASS B UNITS ARE NOT READILY TRANSFERABLE AND
SHOULD BE PURCHASED FOR LONG-TERM INVESTMENT QNLY.
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THE CLASS B UNITS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND
EXCHANGE COMMISSION AND ARE OFFERED PURSUANT TO AN EXEMPTION
FROM REGISTRATION. THE CLASS B UNITS MAY ONLY BE PURCHASED BY
ACCREDITED INVESTORS.
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THE CLASS B UNITS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION, NOR HAS ANY SUCH COMMISSION PASSED UPON THE ACCURACY
OR ADEQUACY OF THIS PRIVATE PLACEMENT MEMORANDUM. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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THIS MEMORANDUM CONTAINS CONFIDENTIAL INFORMATION AND IS
SUBMITTED IN CONNECTION WITH THE PRIVATE PLACEMENT OF THE CLASS B
UNITS DESCRIBED HEREIN AND MAY NOT BE REPRODUCED OR USED FOR ANY
OTHER PURPOSE. ANY DISTRIBUTION OF THIS MEMORANDUM, IN WHOLE OR IN
PART, OR THE DIVULGENCE OF ITS CONTENTS, 1S UNAUTHOCRIZED.
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THIS MEMORANDUM CONTAINS INFORMATION WHICH HAS BEEN OBTAINED
FROM SOURCES DEEMED RELIABLE BY THE COMPANY. SUCH INFORMATION
NECESSARILY INCORPORATES SIGNIFICANT EVALUATIVE AND FACTUAL
ASSUMPTIONS. UNLESS OTHERWISE INDICATED, SUCH INFORMATION HAS NOT
BEEN INDEPENDENTLY VERIFIED,
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THIS MEMORANDUM CONSTITUTES AN OFFER ONLY TO THE PERSON TO WHOM
IT IS DELIVERED. DELIVERY OF THIS MEMORANDUM TO ANY OTHER PERSON IS
UNAUTHORIZED AND ANY REPRODUCTION OF THIS MEMORANDUM, IN WHOLE
OR IN PART, WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMPANY, IS
PROHIBITED.
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THE OFFEREE, BY ACCEPTING DELIVERY OF THIS MEMORANDUM, AGREES TO
RETURN THIS MEMORANDUM AND ALL ENCLOSED DOCUMENTS TO THE
COMPANY IF THE OFFEREE DOES NOT AGREE TO PURCHASE ANY OF THE CLASS
B UNITS OFFERED HEREBY,

IR LR TS

NO OFFERING LITERATURE (OTHER THAN THIS MEMORANDUM) OR
ADVERTISING IN ANY FORM SHALL BE EMPLOYED IN THE OFFERING OF THE
CLASS B UNITS. NO PERSON HAS BEEN AUTHORIZED TO MAKE ANY
REPRESENTATION OTHER THAN THOSE CONTAINED IN THIS MEMORANDUM OR
THE EXHIBITS THERETO, AND, IF MADE, SUCH REPRESENTATION MUST NOT BE
RELIED UPON, PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS
OF THIS MEMORANDUM AS LEGAL, BUSINESS OR TAX ADVICE. EACH INVESTOR
SHOULD CONSULT HIS PERSONAL COUNSEL, ACCOUNTANT AND OTHER
ADVISORS AS TO LEGAL, TAX, ECONOMIC AND RELATED MATTERS CONCERNING
THE INVESTMENT DESCRIBED HEREIN AND ITS SUITABILITY FOR HIM.,
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THE COMPANY SHALL MAKE AVAILABLE TO EACH INVESTOR OR HIS AGENT,
DURING THIS OFFERING AND PRIOR TO THE SALE OF ANY CLASS B UNITS, THE
OPPORTUNITY TO ASK QUESTIONS OF AND OBTAIN ADDITIONAL INFORMATION
FROM ANY PERSON AUTHORIZED TO ACT ON BEHALF OF THE COMPANY
CONCERNING THE TERMS AND CONDITIONS OF THIS OFFERING OR ANY OTHER
RELEVANT MATTERS (INCLUDING BUT NOT LIMITED TO ADDITIONAL
INFORMATION NECESSARY TO VERIFY THE ACCURACY OF THE INFORMATION
CONTAINED IN THIS MEMORANDUM) TO THE EXTENT THE COMPANY POSSESSES
SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT UNREASONABLE EFFORT OR
EXPENSE.
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THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN
ANY STATE OR OTHER JURISDICTION, IN WHICH SUCH AN QFFER OR
SOLICITATION IS NOT PERMITTED BY LAW.
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THE COMPANY RESERVES THE RIGHT TO WITHDRAW THIS OFFERING AT ANY
TIME.
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L SUMMARY OF THE OFFERING

The following summary is qualified in its entirety by the more detailed information
appearing ¢lsewhere in this Memorandum,

A, The Company

38 Studios, LLC is a development-stage interactive media and entertainment company
organized as a Delaware limited liability company on August 28, 2006, The Company operates
pursuant to its Amended and Restated Limited Liability Company Agreement dated May 15,
2008 (the “Operating Agreement”). The Company will amend and restate the Operating
Agreement on or before the initial closing of the Offering to reflect the terms of the Offering
including the rights, preferences and privileges associated with the Class B Units (the *Amended
and Restated Operating Agreement™).

The Company’s corporate headquarters and studio is located at 5 Clock Tower Place,
Suite 140, Maynard, Massachusetts 01754 and may be reached by telephone at (978) 310-5100.
If the Company completes the Proposed Acquisition {as defined and described below), the
Company will have an additional office and studio in the Mid-Atlantic region of the United
States.

B. The Business
L. Corporate Vision: A Commitment to Entertainment Excellence

Major League Baseball All-Star pitcher Curt Schilling, The New York Times-bestselling
author R.A. Salvatore, and award-winning artist Todd McFarlane combined their passion for
extraordinary achievement to create 38 Studios. The goal of 38 Studios is simple: create
original, extensible intellectual property using mass-market games as the “launch platform.”

38 Studios aims to enable its customers to interact with the Company’s original,
proprietary intellectual property (“IP”} at any time, in any way that they choose, across a range
of mediums including the PC, game consoles, mohile devices, books, visual arts, graphical
novels, toys, and collectible card games.

2. The Copernicus Role-Playing Game

38 Studios is currently developing an epic massive multi-player online game (an
“MMOQG”) code-named “Copernicus™ (the “Game” or “Copernicus™) that aims to redefine
conventional multi-player online gaming as it exists today. Copernicus is the first 1P created by
R.A. Salvatore, Todd McFarlane and the designers at 38 Studios. Copernicus tells the story of a
unique, rich universe under siege; the player begins their heroic journey and must decide
between saving the world or destroying it. The Game will introduce the heroes, storylines, and
distinctive visual style that characterize the Company’s first IP,

While the initial release of Copernicus is expected to be an online game, the Company
plans to develop and release versions of Copernicus for the PS3, Xbox 360, and PC platforms.
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The Company currently intends to control development, production, publishing and distribution
of the Game.

38 Studios is an early-stage company and is dependent on the proceeds of the Offering to
continue the development of the Game. (See “Development Schedule™)

3. Creating an Entertainment Powerhouse

38 Studios is still in the development phase of the Game and its initial IP, However, the
Company is currently finalizing legal documentation with a leading worldwide developer and
publisher of interactive entertainment sofiware for the purchase of substantially all of the assets
(the “Proposed Acquisition™) of one of its subsidiary game development companies (the “Target
Company”). When the Company consummates the Proposed Acguisition (if ever), the Company
expects to add up to 76 additional employees (at an additional monthly payroll expense of
approximately $750,000), While the Company’s estimates are preliminary and speculative, the
Company estimates that its 2009 revenue would increase by approximately $4,000,000.
Consolidated pro forma financial information including the Company’s revenue models
incorporating sales of Copernicus-related products and revenues gencrated by the Proposed
Acquisition are available upon request.

The Company expects that the Proposed Acquisition will close, if ever, prior to the initial
closing of the Offering. However, there can be no assurance that the Company will consummate
the Proposed Acquisition.

If 38 Studios completes the Proposed Acquisition, the Company will have development
teams at its original studio in Maynard, Massachusetts, and at the current location of the Target
Company. Between the two studios, the executive team boasts a combined total of more than
100 years of game development experience at top-tier companies including Electronic Arts, Sony
Online Entertainment, and Comcast.

Together, 38 Studios hopes that the two studios will share a company culture built around
a commitment to excellence and a singular vision for creating and exploiting new 1P on multiple
entertainment platforms,

4, The Azeroth Advisor

38 Studios currently publishes the Azeroth Advisor, an electronic newsletter designed and
personalized for subscribers of the MMOG World of Warcraft, 38 Studios purchased the rights
to the Azeroth Advisor together with the other assets of Mentor Media, Inc. in May 2008.

5. Additional Information

Additional information about the Company’s business strategy can be found in the
Corporate Vision Presentation attached hereto as Exhibit A.

C. The Offering




This Offering is for an aggregate of up to 20,161,290 Class B Units at a purchase price of
$1.24 per Unit. The purchase and sale of the Class B Units shall take place at one or more
closings. The offering will terminate at 5:00 p.m. Boston Time on June 30, 2009 unless
exténded or closed earlier by the Company in its sole discretion,

D. Use of Proceeds

The net proceeds of the offering shall be applied to game development and launch costs
including personnel compensation, marketing costs, general administrative costs and expenses.
The Company may also use the proceeds in connection with the consummation of the Proposed
Acquisition. {See “Use of Proceeds™ in Section VII).

E. Risk Factors

This offering involves a HIGH DEGREE OF RISK. The Company is an early-stage
company and requires months of development and launch activities before realizing any revenue
from the Game.

Assuming successful completion of this Offering, under the Company’s current financial
projections, the Company expects to need additional funds in 24 months and there is no
assurance that funds in the amount needed by and on terms satisfactory to the Company will be
available at that time. The amount of additional funds which the Company will require after the
expenditure of the proceeds of this offering may be substantial. The Company is highly
dependent upon Curt Schilling, R.A. Salvatore and Todd McFarlane. An investment in the
Company cannot be readily liquidated. For a more complete description of the risks associated
with the Offering, see “Risk Factors” in Section [l

PROSPECTIVE INVESTORS SHOULD READ THIS ENTIRE MEMORANDUM FOR A
COMPLETE UNDERSTANDING OF THIS OFFERING AND SHOULD NOT RELY UPON
THE FOREGOING SUMMARY.,

1L, TERMS OF OFFERING AND PLAN OF DISTRIBUTION

Issuer: 38 Studios, LLC

Amount of Financing: An aggregate of up to $25 million, representing an approximately
28.75% ownership position, on a fully diluted hasis, including

Units reserved for an employee and consultant incentive option
pool.

Number of Class B Units  Up to a total of 20,161,290 Class B Units are being offered to
included in the Offering:  qualified investors,

Price: $1.24 per Unit. This price represents a fully-diluted pre-money
valuation of $62 million and a fully-diluted post money valuation
of $87 million,

The offering price is not related to the Company’s asset value,
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Closings:

Type of Security:

Plan of Distribution:

Suitability Standards:

net worth or any other established criterion of value. Factors
considered in establishing the price include the following:
Management's estimate of the business potential and prospects of
the Company's products in development, the present status of the
Company’s marketing efforts, and consideration of the above
factors in relation to valuations of comparable companies and the
current condition of the industry and the economy as a whole.

See “Capitalization™ below for summary capitatization tables.

The purchase and sale of the Class B Units shall take place at one
or more closings, the first of which shall occur on or about May
1, 2009.

Membership Interests in the Company classified as Class B
Units,

The offering period will terminate at 5:00 p.m. Boston Time on
the Termination Date, unless extended by the Company. The
Company may consummate the Offering and the purchase and
sale of the Class B Units at more than one closing (each, a
“Closing™) prior to the Termination Date. The Company
reserves the absolute right to withdraw this Offering at any time.
In the event that the Company elects to withdraw or cancel this
Offering, all subscription payments received and held by the
Company for a pending Closing will be promptly returned to the
respective investor, without interest.

The Company reserves the right in its sole discretion to (i)
accept or reject any subscription, (ii) allocate or restrict the
number of Class B Units that can be acquired by any subscriber,
and (iii) determine the maximum number of Class B Units to be
sold in total within the limit set forth herein. Tn the event the
Company holds more than one Closing, it may in its sole
discretion accept a part of a subscriber subscription at each
Closing. In the event that all or a portion of the subscriber’s
subscription is not accepted, the subscription payment not
accepted will be promptly returned, without interest.

The Company is using one or more brokers in connection with
this offering. There will be a sales commission or other
remuneration paid to such brokers in connection with the sale of
the Units offered hereby in an amount up to a maximum of 5%
of the aggregate amount of gross proceeds of the Offering
(subject to a minimum fee of $200,000).

The Class B Units will only be offered and sold to “accredited

-11-
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investors” as defined in Rule 501 of Regulation ID under the
Securities Act of 1933, as amended (the *Securities Act™).
Accredited investors include

(i) certain institutional investors;

{(ii}  the executive officers and directors of the
Company;

{(iii)  natural persons whose individual net worth, or
whose joint net worth with their spouse, at the
time of purchase exceeds $1,000,000;

{iv)  natural persons who have had individual (not
joint) income in excess of $200,000 in each of the
last two years and who reasonably expect to have
individual (not joint) income in excess of
$200,000 in the current year;

(v) natural persons who have bad joint income with
their spouse in excess of $300,000 in each of the
last two years and who reasonably expect to have
joint income with their spouse in excess of
$300,000 in the current year; and

{vi})  entities in which all of the equity owners are
accredited investors described in clauses (i)
though (iv) above.

III. RISK FACTORS
PURCHASE OF THE CLASS B UNITS IS A HIGH-RISK INVESTMENT

The securities offered hereby are SPECULATIVE and involve a HIGH DEGREE OF
RISK. The Class B Units should be purchased only by persons who can afford to lose their
entire investment., Prospective investors, prior to making an investment decision, should
carefully consider, along with other matters referred to herein, the following risk factors:

A, History

38 Studios has a limited operating history. The likelihood of success of the Company
must be considered in the light of the problems, expenses, difficulties, complications, and delays
frequently encountered in connection with a developing business, and the competitive
environment in which 38 Studios operates.

B. Product Development Risks

Video game development schedules are long and release dates are subject to a number of
market forces. The development timeframe for the Game from the start of production to the

-12-
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initial distribution date is 60 months; the Company believes that the initial distribution date for
the Game will be approximately 30 months from the date of the Offering. In addition, the
cregtive process inherent in video game development makes the length of the development cycle
difficult to predict, especially in connection with products involving new technologies, learning
and development tools. If an unanticipated delay affects the release of the Game, the Company
may not achieve anticipated revenues on schedule, if ever. For example, if the Game is delayed
until after an important selling season. A delay in introducing the Game could also require the
Company to spend more development resources to complete Copernicus, which would increase
the Company’s costs and lower its margins, and could affect the development schedule for future
products.

C. Rapid Technolopy Changes

Technology changes rapidly in the interactive entertainment industry. The Company
must continually anticipate and adapt the Game to emerging technologies. The Company is
designing the Game for multiple platforms including personal computers, X-Box 360,
Playstation 3 and multiple handsets. A decision to incorporate a given technology, whether
¢xisting or emerging, commits resources to that technology and that technology’s success or
failure could enhance or reduce the Game success.

D. Competition

The interactive entertainment industry is highly competitive. [t is characterized by the
continuous introduction of new titles and the develapment of new technologies. The competitors
in the market vary in size from very small companies with limited resources to very large
companies with considerable financial, marketing and product development resources. Two
principal factors of competition in the video game industry include the ability to select and
develop popular titles and the ability to adapt products for use with new technologies.

Successful competition in the video game market is also based on price, product quality,
product enhancements, brand recognition, access to retail shelf space, marketing support and
access to distribution channels.

The MMOG market is dominated by Blizzard Entertainment and its blockbuster MMOG,
World of Warcraft. Blizzard is perched atop the MMOG market with approximately 61% of the
active worldwide subscribers of MMOGs as of December 2008. However, other MMOQGs with
less market share -- such as Everquest 1 {1.6%), Everquest 2 (1.4%), Star Wars Galaxies (1.4%),
" and Ultima Online (1.1%) -- have been commercially successful even though they trait
Blizzard's World of Warcraft. (See "Risk Factors” in Section III).

The Company competes with numerous companies licensed by the platform
manufacturers to develop or publish software products for use with their respective systems.
These competitors include Activision, Atari, Capcom, Electronic Arts, Konami, Namco, SCi
Entertainment, Sega, Take-Two Interactive Software, THQ, Ubisoft Entertainment and Vivendi
Universal Games, among others. The Company expects to face additional competition from the
entry of new companies into the video game and interactive media markets, including entry by
well-financed, diversified entertainment companies.
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Competitors with greater resources are able to spend more time and money on concept
and focus testing, game development, product testing and marketing. Distribution networks are
segmented, the barriers to entry are high and some of the Company’s competitors may have
better access to these markets, There is also intense competition for shelf space among video
game developers and publishers, many of whom have greater brand name recognition,
significantly more titles and greater leverage with retailers and distributors than the Company
does, The Company’s success will depend on its ability to successfully execute competitive
strategies.

The barriers to entry in the PC market are lower because there are no publishing
agreements with or royalties to be paid to the hardware manufacturers.

Large, diversified entertainment, cable and telecommunications companies, in addition to
software companies, are increasing their focus on the interactive entertainment software market,
which will likely result in consolidation and greater competition.

Competitors also include providers of alternative forms of entertainment, such as
providers of non-interactive entertainment, including movies, television and music, and sporting
goods providers. If the relative popularity of video games were to decline, our revenues, results
of operations and financial condition likely would decline.

If the Company is unable to compete successfully, loss of sales, market share,
oppertunities to license marketable intellectual property and access to next-generation platform
technology would result. The Company could alse experience difficulty hiring and retaining
qualified developers and other employees. Any of these consequences would significantly harm
the business, results of operations and financial condition.

E. Launch

The Company plans to simultaneously launch the Game in the U.S. and Europe and then
launch the Game according to a staggered, sequential order of other markets; this may be
difficult to manage and could be more expensive than launching the Game in fewer markets.

F. Doing Business in a Foreign Country

International development, sales and operations are subject to a number of risks
including:

* problems obtaining or enforcing intellectual property rights;

» the time and costs associated with translating and localizing the Game for foreign
markets;

» foreign currency fluctuations;

» unexpected changes in regulatory requirements, including import and export
control regulations; and
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» difficulties and costs of staffing and managing foreign operations or licensing to
foreign entities.

Any of these foreign commerce-related risks could adversely affect costs, results of
operations and the financial condition of the Company.

G. Intellectual Property Protection

The Game and the various components thereof that are subject to intellectual property
rights owned or licensed by the Company are susceptible to infringement, particularly through
unauthorized copying of the Game and piracy. However, MMOGs are less susceptible to piracy
than other game formats because the key intellectual property is stored on the Company’s central
servers (requiring authentication for player access) and is not distributed to users in a medium
that is easily reproduced such as a DVD. Infringement of the Company’s intellectual property
rights would adversely affect revenues through lost sales or licensing fees, particularly where
consumers ebtain pirated copies. Moreover, the Company’s reputation could be damaged to the
extent consumers are wrongly led by infringers to believe that low-quality infringing material
originated from the Company.

Preventing and curbing infringement through enforcement of the Company’s intellectual
property rights may be difficult, costly and time consuming. Enforcement of the Company’s
inteflectual property rights may not be cost-cffective, especially where the infringement takes
place in foreign countries where the laws are less favorable to rights holders or are not
sufficiently developed to afford the level of protection the Company desires.

H. General Business Risks

38 Studios is a development stage company with limited revenue to date. There can be
no assurance that the Game and the Company's other products will produce significant revenues
ot earnings for the Company. To the extent the Company completes the Proposed Acquisition,
the Company will own a catalog of previously launched successful games and expects that it wilt
generate immediate revenue from such existing games. Among the risks associated with the
Company’s products are achievement of product cost and development objectives, and
management of the Company’s marketing and sales program.

i Need for Additional Funds

The Company will almost certainly require additional capital in order to complete the
development and marketing of the Game. The Company expects to raise additional capital
through further equity and/or debt offerings. Future offerings will likely result in the dilution of
ownership of the Company to investors purchasing Class B Units under the terms of this
Offering.

There can be no assurance that additional capital from any source will be available when
needed or on terms acceptable to the Company. The availability of additional financing may be

dependent on the relative success and progress of the Company and may be offered on more
favorable terms than offered herein. In order to obtain additional financing, the Company may
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be requited to dilute the equity investment of its then current members, including those investors
purchasing Class B Units in this Offering.

J. No Minimum; Class B Units are Sold on “Best Efforts” Basis

The Class B Units are being offered by the Company on a “best efforts” basis and no
minimum amount of proceeds is required to be raised hefore the Company may use the proceeds
of the Offering. No assurance is given that any specific portion of Class B Units offered hereby
will be sold. The description of the “Use of Proceeds™ set forth herein shows the proposed use of
the net proceeds assuming the sale of all of the Class B Units offered hereby. To the extent that
less than all of the Class B Units offered hereby are sold, the Company will need to adjust its
planned use of proceeds to compensate for the reduction in receipt of funds. The allocation and
prioritization of uses of proceeds will be undertaken by the Company’s Board of Directors and
senjor management based on their opinion, from time to time, as to the likely proceeds from this
Offering and the then-existing needs of the Company.

K. Dependence on Kev Personnel

The success of the Company’s business will be significantly dependent upon the skills
and continued commitment of Curt Schiiling, the Company’s founder, Todd McFarlane, the
artistic visionary of Copernicus, and R.A. Salvatore, the master fantasy author of the Game, The
development of the Game as well as the effectiveness of marketing are dependent on key people,
The loss of any one of them could diminish the success of the Company’s games and their ability
to attract an audience and following. Any change in the key personnel could also extend the
development timeframe and thereby require additional resources.

The Company’s ability to grow and succeed is dependent upon its ability to attract and
retain skilled game developers, artists, software engineers, and experienced management and
marketing personnel. Its inability to do so would materially and adversely aftect the Company’s
business,

L. Absence of Liguidity

There is not now, not is there likely to be in the near term, any public market for the sale
of the Class B Units. Accordingly, any investment in the Company cannot be expected to be
liquidated, if at all, even in an emergency. Further, an investor may be unable to sell his Class B
Units for a price approaching his original investment.

M. Determination of Offering Price

The offering price for the Class B Units was established by the Company and bears no
relationship te the assets or book value of the Company. No assurance is given that the
Company’s Class B Unit could be sold for the offering price or for any amount. Factors
considered in establishing the price include the following: management’s estimate of the
business potential and prospects of the Company's products in development, recent industry
comparable, the present status of the Company’s marketing efforts, and consideration of the
above factors in relation to valuations of comparable companies and the current condition of the
industry and the economy as a whole.
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N. Minority Interest

As the majority Unit holder, Curt Schilling controls the Company and the Board of
Directors. Purchasers of the Class B Units offered hereby will be minority members of the
Company and will not have any control over the management of the Company other than with
respect to the voting rights provided in the Amended and Restated Operating Agreement. The
day to day operation and all decisions concerning the operation of the business of the Company
shall be borne by the Board of Directors.

0. Risks Inherent in the Video Game and Entertainment Industries

The video game, interactive media and entertainment industries, particularly the business
of producing and distributing proprictary video games is highly speculative and inherently risky.
There is no guarantee of the economic success of any video game since the revenue derived from
the production and distribution of a video game depends primarily upon the video game’s
acceptance, which cannot be predicted.  The commercial success of a video game also depends
upon the quality and acceptance of other competing games released into the marketplace at or
near the same time, the availability of alternative forms of entertainment and leisure time
activities, general economic conditions, and other tangible and intangible factors, all of which
can change at any time and cannot be predicted. As a result, there is a risk that any project
undertaken by the Company will not be commerciatly successful, which would result in costs not
being fully recouped or anticipated profits not being realized.

P. Integration of the Target Company

In the event that the Company completes the Proposed Acquisition, game development
and human resources related to the acquired assets of the Target Company will need to be
integrated into the Company. Such integration activities may be time consuming and costly and
could become a distraction for management of the Company and interfere with its development
pians for Copernicus.

1V.  DESCRIPTION OF SECURITIES

As the Company is a Delaware limited liability company (an “LLC™), its investors whose
subscriptions are accepted by the Company become “Members”, Rather than receive stock,
investors in an LLC receive “Membership Interests”. Pursuant to the current Operating
Agreement, the Company currently has one class of Membership Interest: Class A Units. On or
before the initial Closing, the Company will amend and restate the current Operating Agreement
to reflect the terms of the Offering including the rights, preferences and privileges associated
with the Class B Units. Except as noted below, each Member will have the same voting rights
under the Amended and Restated Operating Agreement: each Member shall be entitled to one
vote for each Class A Unit or Class B Unit held by such Member. Except as expressly noted
below under “Protective Provisions”, Members holding Class B Units will vote together with
holders of Class A Units as a single class and will not be entitled to separate class voting. As of
the date of this Memorandum, the Company has issued Class A Units to four Members and has
not issued any Class B Units. Investors subscribing to the Offering whose subscriptions are
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accepted by the Company shall become Members of the Company with the rights and privileges
described in the Amended and Restated Operating Agreement.

The Company is offering up to 20,161,290 Class B Units. The sale price of the Class B
Units has been determined by the Company and does not necessarily bear any relationship to the
Company’s book value, assets, past operating results, financial conditien, generally accepted
accounting principles or any other established criteria of value. The Company has not declared
or paid any dividends or made any distributions with respect to its Units since its inception and
intends, for the foreseeable future, to retain earnings, if any, to finance the development and
expansion of its business and the Game. (Sge “Risk Factors” in Section III).

Distributions: Cash to be distributed to holders of Units (“Members™), upon a
liquidation or winding up of the Company or as otherwise
determined by the Board of Directors, shall (after satisfying the
Company’s debts and obligations) be distributed to Members as
follows:

() first, one hundred percent (100%) to Members
holding Class B Units, to the extent of and in proportion to the
cash contributed by such Members to the Company in exchange for
such Class B Units,

(i) second, one hundred percent (100%) to Members
halding Class A Units, to the extent of and in proportion to the
cash contributed to the Company by such Members in exchange for
such Class A Units, and

(iiiy  thergafter, in proportion to the respective number of
Units held by each Member.

Allocations of Profits and losses shall be allocated to Members in such amounts

Profit and Loss: and proportions as are necessary for their respective adjusted
capital account balances to equal their respective “Target Capital
Account Balances™ as of the close of such fiscal year.

As used herein, “Target Capital Account Balance™ shall mean

the amount a Member would then be entitled to receive if the
Company were to sell its non-cash assets at book value, satisfy its
debts and obligations in accordance with their terms, and then
liquidate and distribute cash to Members in accordance with the
distribution provisions described above.
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Antidifution Protection:

Voting Rights:

Board of Directors:

Protective Provisions:

The Class B Units will be subject to a broad-based weighted
average adjustment (i.e., including all convertible securities then
issued and outstanding including all options and convertible debt
instruments) to reduce dilution in the event that the Company
issues additional equity securities (other than securities reserved
under employee equity incentive plans, securities issued pursuant
to acquisition transactions, securities issued to financial institutions
or lessors in connection with commercial credit arrangements,
equipment financings or similar transactions, securities issued in
strategic transactions, and other customary exceptions) at a
purchase price less than the Gffering Price, subject to proportional
adjustment for splits, dividends, recapitalizations and the like.

Each Unit shall have one (1) vote. Except as expressly noted below
under “Protective Provisions”, Members holding Class B Units
will vote together with holders of Class A Units as a single class.

The size of the Company’s Board of Directors shall initially be set
at six (6) members, each of whom shall be elected by a vote of the
Members holding a majority of the Units issued, outstanding and
entitled to vote thereon {voting together as a single class). The
directors will include: Brett Close, Gary Jbara, Douglas Macrae,
Curt Schilling, Shonda Schilling and Bill Thomas.

Consent of the holders of at least a majority of Units {vating
together as a single class) shall be required to sell all or
substantially all of the assets of the Company or merge with, or
consolidate into, another entity,

For so long as at least 1,000,000 Class A Units remain outstanding,
consent of the holders of at least a majority of the Class A Units
(voting as a separate class) shall be required for any action that {i)
alters or changes the rights, preferences or privileges of the Class A
Units, (i} increases or decreases the authorized number of Class A
Units, (iii) creates (by reclassification or otherwise) any new class
or series of Units having rights, preferences or privileges senior to
ot on a parity with the Class A Units, (iv) results in the redemption
or repurchase of any Class A Units (other than pursuant to equity
incentive agreements with service providers giving the Company
the right to repurchase Units upon the termination of services), (v)
results in any merger, corporate reorganization or other transaction
that results in a change in control of the Company, or any
transaction in which all or substantially all of the assets of the
Company are sold, unless the cash and/or equity consideration in
the transaction is greater than $250 million, (vi) increases the
authorized size of the Company’s Board of Directors to more than
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Information Rights:

Inspection Rights:

Pre-Emptive Rights:

six (6), or (vii) results in the reclassification of units junior to the
Class A Units into units having rights and preferences or privileges
senior to or on a parity with the Class A Units.

For so long as at least 1,000,000 Class B Units remain outstanding,
consent of the holders of at least a majority of the Class B Units
{voting as a separate class) shall be required for any action that (i)
alters or changes the rights, preferences or privileges of the Class B
Units, (i) increases or decreases the authorized number of Class B
Units, {iii) creates {by reclassification or otherwise) any new class
ot series of Units having rights, preferences or privileges senior to
or on a parity with the Class B Units, (iv) results in the redemption
or repurchase of any Class B Units {other than pursuant to equity
incentive agreements with service providers giving the Company
the right to repurchase Units upon the termination of services), (v)
results in any merger, corporate reorganization or other transaction
that results in a change in control of the Company, ot any
transaction in which all or substantially all of the assets of the
Company are sold, unless the cash and/or equity consideration in
the transaction is greater than $250 million, {vi) increases the
authorized size of the Company’s Board of Directors to more than
six (6), or {vil) results in the reclassification of units junior to the
Class B Units into units having rights and preferences or privileges
senior to or on a parity with the Class B Units.

So long as an investor continues to hold at [east 250,000 Units, the
Company shall deliver to such investor audited annual and
unaudited quarterly financial statements. These provisions shall
terminate upon the earlier of a change of control of the Company
and the Company’s initial public offering.

The Company shall keep such books and records, in addition to
any documents and information required to be furnished to a
Member under Delaware law, at the principal office of the
Company for examination and copying by any Member or
Director, at such Member’s or Director’s reasonable request and
expense, during ordinary business hours, These provisions shall
terminate upon the earlier of a change of control of the Company
and the Company’s initial public offering

Each Unit holder shall have the right in the event the Company
proposes o offer equity securities to any person (other than
securities reserved under equity incentive plans, securities issued
pursuant to acquisition transactions, securities issued to financial
institutions or lessors in connection with commercial credit
arrangements, equipment financings or similar transactions,
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securities issued in strategic transactions, securities issued ina

Qualified 1PPO, and other customary exceptions) to purchase their
pro rata portion of such equity securities. These provisions shall
terminate upon the earlier of a change of control of the Company
and the Company’s initial public offering

Right of First Refusal:

The Company first, and the Members second, shall have a right of

first refusal on any proposed sales of Units by any Member to a
third party, These provisions shall terminate upon the earlier of a
change of control of the Company and the Company’s initial public

offering

V. CAPITALIZATION

The capitalization of the Company as of the date of this Memorandum and the pro forma
capitalization of the Company, giving effect to the issuance of all Class B Units offered in the
Offering are set forth in the following table.

Class A Unit Tatal Units Pro Rata %
CURRENT CAPITALIZATION Class A Units Optians (Fully-Diluted Basis)  (Fully Diluted Basis)
Existing Members
Curt Schilling 41,250,000 41,250,000 82.5%
Douglas Macrae 2.000,00Q - 2,000,000 4.0%
Scott Hamilion 13,333 - 13,333 0.03%
Scott Cutherbertson 83,333 - 83,333 0.17%
Issued Options - £,807,000 5,807,000 11.61%
Option Pool Balance - 846,334 846,334 1.69%
Total 43,346,666 6,653,334 50,000,000 100.00%
Total LUnits Pro Rata %
Class A Class B Class A Unit (Fully Diluted (Fully Qiluted
PRQ FORMA CAPITALIZATION Units Units Options Basis} Basis)
New lnvestors 20,161,290 20,161,290 28.74%
Existing Members 43,348 666 43,346 666 81.87%
Issued Options - - 5,807 000 5,807,000 8.28%
Option Poal Balance - 846,334 846,334 1.21%
Totat 43,346,666 20,161,290 6,653,334 70,161,290 100.00%
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VI. NATURE OF THE COMPANY'S BUSINESS

A, Company Vision

The goal of 38 Studios is simple: create original, extensible IP using mass-market games
as the “launch platform.” 38 Studios brings talent, industry experience, new concepts, and
passion to differentiate itself from all other developers in the video game market. The vision of
the Company’s founder, Curt Schilling, is to combine the best available creative and artistic
talent -- Todd McFarlane -- with the best story tefler -- R.A. Salvatore -- to create a revolutionary
and proprictary MMOG.

B. 38 Studios’ Visionarieg

1.

C. Product Description

Todd McFarlane — Artistic Visionary. Over 150 million copies of his
comic books have been sold. His creation of the iconic comic book
character “Spawn” is published in 16 languages and distributed in more
than 120 countries. His website www.spawn.com generates mare 300
milliant hits & month,

R. A. Salvatore — Founder of “The World”, His books regularly appear on
The New York Times best-seller lists and have sold more than 15,000,000
copies in the U.S. alone. R.A.’s most recent original hardcover, The Two
Swords, Book 11T of The Hunter's Blade Trilogy debuted at # 1 on The
Wall Street Journal best-seller list and at #4 on The New York Times best-
seller list. His books have been translated into numerous foreign
languages, including German, Ttalian, Finnish, Greek, Hungarian, Turkish,
Croatian, Bulgarian, Yiddish, Spanish, Russian, Polish, Czech, and
French. One of R.A.’s most famous, or infamous, stories revolves around
his assassination of one of science-fiction’s most famous and iconic
characters in Vector Prime (Star Wars: The New Jedi Order, Book 1).

Curt Schilling — Founder and Executive Visionary. Curt has 8 years of
video game industry experience, and has participated in MMO
development through his long partnership with Sony Online
Entertainment, His leadership is seen on and off the field, and he is noted
as a player spokesman and advocate for his teammates and sport. His
preparation skills and ability to focus are extraordinary even amongst
professional athletes, and have carried over into his business activities, He
excels in the most intense and pressure packed environments.

38 Studios is producing Copernicus, a Massive Multi-player Onling Role Playing Game
(an “MMORPG™), based on original intellectual property including characters and storyline. 38
Studios will fuse communications technology and previously unused media outlets and methods
with a story written by one of the world’s premiere fantasy authors, R.A. Salvatore, and artwork
created by Todd McFarlane. The first edition of Copernicus is expected to be completed and

-22 -




released in late 2011, By then, the Company hopes to be a leader in the computer gaming
industry.

38 Studios plans to develop and launch Coperricus for three distinet platforms -- the PC,
gaming consoles and handheld devices -- and across the globe in an effort to increase its
competitive advantage. The Company aims to support these platforms in ways that bring
products to an ever-expanding audience of players.

In addition, if the Company completes the Proposed Acquisition, it expects to re-release
certain previously-released console games as digital downloads.

1. PC-Based Games. The initial target market will consists of the estimated
30,000,000 worldwide MMOG subscribers. With the primary platform as
the PC and personal computers becoming fixtures in more and more
homes across the world, 38 Studios is developing a title that takes
advantage of hardware advances while staying within system specs that
will maximize the potential market.

2, Console Games, The new generation of gaming consoles, exemplified by
PlayStation 3, bring a new level of interconnectivity and performance to
the console landscape. Consoles are finally capable of delivering the
depth of content needed for the cutting-edge game world 38 Studios is
developing, and it is crucial to reach out to this growing market segment.
The console market continues to expand, and 38 Studios will be a part of
bringing this genre to these players.

3. Handheld Devices. Though handheld platforms bave limitations that
preclude running the full version of 38 Studios’ game, the portability that
these devices offer will be harnessed to keep players immersed in the
game's universe. 38 Studios is investigating ways to integrate mini-games
playable on handheld devices that allow players to stay connected to their
characters, participating in social or economic aspects of the game while
away from their PC or console. 38 Studios will support new hardware and
distribution methods whenever it makes sound business sense to do so,
keeping the focus firmly on innovation in the MMOG space,

D. Ancillary Products

The Company intends to market products ancillary to the Game including, for example:
« atoy line from McFarlane toys
« comic books written by R. A. Salvatore and drawn by Todd McFarlane

* arprequel book to the story of Copernicus for fans of both authors and fans of the
fantasy genre
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E. Pre-Launch Activities

The Company hopes that pre-launch activities -- including the marketing of the foregoing
ancillary products as much as two years before the release of the Game -- will allow 38 Studios
to brand its proprietary intellectual property rights and give Copernicus a competitive advantage.
Other pre-release activities may include weekly Video On Demand shows where Todd
McFarlane reveals and discusses concept art and R. A. Salvatore talks in-depth about the lore
and history of out iconic characters. The Company hopes that such pre-release activities will
provide a stage to make 38 Studios’ story rival the popularity of the most famous and beloved
fantasy properties of all time.

F. Development Schedule

The timeline for game production invelves high-level development phases and major
milestones through 2011, The phases represent an optimized approach based on rigorous
software engineering and development methodologies applied to the game development process.
38 Studios’ executive team and developers previously employed this approach to deliver
numercus shipped titles at a variety of publishers, including Electronic Arts, Midway, and Sony
Online Entertainment. This approach is detailed in the Corporate Vision Presentation attached
hereto as Exhibit A, Below is a brief summary of the major milestones and their current status:

MILESTONE SCHEDULED STATUS
COMPLETION
DATE
Concept Kickoff Nov 06 COMPLETE
Concept Completion Review Feb 08 COMPLETE
Prototype Kickeff Feb 08 COMPLETE
Prototype Completion Review Oct 08 COMPLETE
Vertical Slice Kickoff Oct 08 COMPLETE
Vertical Slice Completion Review Dec 08 COMPLETE
Pre-Production Kickoff Dec 08 COMPLETE
Pre-Production Completion Review Jul 09 PENDING
Production Kickoff Qct 09 PENDING
CLOSED LIVE REVIEW Nov 10 PENDING
Production Completion Review Dec 10 PENDING
Post Production Feb 11 PENDING
QOPEN LIVE REVIEW Apr 1] PENDING
ALPHA : Complete Jun 11 PENDING
BETA: Complete Aug 11 PENDING
RTM Sep 11 PENDING
Final / LIVE Oct 11 PENDING

G, Sales and Marketing Strategy

The MMOG industry in the United States is projecting revenues of nearly $6 billion in
the year 2009, The two main revenue streams in the MMOG market consist of retail sales and
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subscription fees. 38 Studios expects to derive subscription fees for the PC-based version of the
Game and retail sales for the console and handheld versions of the Game.

38 Studios hopes to establish and maintain strategic partnerships that will allow
communication industry technology to blend customers in online and offline worlds in ways that
keep players “in the game™ at all times, wherever they are.

38 Studios hopes to effectively utilize market research and media publicity to become the
premier player in this market segment. 38 Studios expects to establish in-depth marketing
strategies with cable, telecommunications and other companies related to the computer gaming
industry through advertising, interviews, and Video On Demand segments. The Company aims
to leverage media relationships with networks and companies such as Reebok, Wilson, ESPN,
MSNBC, CNN, FOX, and Sports [llustrated to build awareness in global markets.

VII. USE OF PROCEEDS

The net proceeds to the Company from the Offering after deducting expenses incurred in
connection with the Offering (including broker commissions and fees and legal, accounting and
other related expenses), will be used for general working capital purposes including Game
development and production costs. Proceeds from the Offering may also be used for payment of
sataries and wages, marketing, advertising and premotion costs, insurance, rent and other general
administrative expenses of the Company.

A summary of current budget projections is attached hereto as Exhibit D. The amounts
set forth in the budget summary represent the Company’s current estimates and the actual
expenses incurred by the Company may vary significantly depending on numerous factors, The
Company’s Board of Directors may revise the Company’s operating budget and reallocate the
net proceeds from the Offering from time to time in its sole discretion. Any such revision and/or
reallocation will be in furtherance of the Company’s goal to develop the Game and achieve
profitable operations.

In the event that the Company consummates the Proposed Acquisition, the Company will
likely apply the net proceeds from the Offering to the Proposed Acquisition including using the
net proceeds to purchase the assets and operate the business that is the subject of the Proposed
Acquisition. Also included in Exhibit I is a pro forma summary of consolidated budget
projections assuming that the Company completes the Proposed Acquisition. The amounts set
forth in the pro forma summary represent the Company’s current estimates and the actual
expenses incurred by the Company if it completes the Proposed Acquisition may vary
significantly depending on numerous factors

Until used for the purposes described herein, the Company will invest such net proceeds
in short-term interest-bearing securities.

VIII. KEY PERSONNEL
The business of the Company is managed by a Board of Directors including Brett Close,

Gary Jbara, Douglas Macrae, Curt Schilling, Shonda Schilling and Bill Thomas. The Company's
key personnel include:
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Al Brett Close — President and CEQ

Brett Close, a video game industry veteran with more than 15 years of experience, is
known for consistently delivering highly successful products by building exceptionally effective
teams and organizations across a variety of industries, including: video games and entertainment
products, scientific/business software, and pharmaceutical/bio-tech products. Brett joined 38
Studios from Midway Games, where he served as head of the Austin studio and Global Director
of Midway Production, overseeing multiple products lines, including BlackSite: Area5 ], Brett is
an expert in the intersection of technology, game design, and software development after having
held a number of technical and managerial roles in the software industry. Earlier in his career as
a development director at Electronic Arts, Breft was responsible for all technical aspects of
development and production for the award-winning Medal of Honor game franchise based out of
EA’s Los Angeles studio. He honed his skills at Devil’s Thumb/VR-1/Jaleco Entertainment in
Boulder, Colorado, where he began his game career as a software engineer and technical
director. He quickly worked his way up to senior producer for the NightCaster Xbox launch and
eventually became general manager of the Boulder studio. Brett hokds a master’s degree in
electrical engineering and computer science and a bachelor’s degree in chemistry from the
University of Kansas. He also studied philosophy and chemistry at Universitit Dortmund in
Germany. An avid athlete, musician, and environmentalist, Brett is a respected industry leader
known for both encouraging and establishing a true work-life balance in the game development
environment. Brett currently serves as an advisor to Governor Deval Pairick on the
Massachusetts Information Technology Collaborative, is a member of the MIT Enterprise Forum
SIG on Interactive Entertainment, and is an avid participant in the Massachusetts Technology
.eadership Council.

B. Bill Thomas — Chief Operations Officer

Bill brings 33 years of executive and operational experience to 38 Studios. He has set up,
developed, and funded operations in the Middle East, Asia, and the United States. As chairman
and CEO of Fortune 500 subsidiaries, Bill has built and executed strategic-development plans for
globalization of financial service organizations, as well as funding medical and environmental
services start-up companies. He has served as consultant for such conglomerates as
Westinghouse, Lockheed, Boeing, Raytheon, Hyundai, LG Group, Samsung, Daewoo, HSBC,
Bechtel, and Texas Instruments; negotiated joint ventures for entertainers like John Denver,
Michael Jackson, Tony Bennett, Phil Collins, and the Everly Brothers; and provided leadership
for market development, licensing, and trademark for the Malaysian-based American Polo Club
USA’s penetration of the US market. Bill’s extensive experience with working across cultures as
well as at all levels of government and commercial organizations provides him with knowledge
of and access to a multitude of financial and operational resources.

C. Mary Kirchoff — Chief Marketing Officer

Industry veteran Mary Kirchoff brings immense and diverse experience to 38 Studios.
She began her career in the gaming industry as an editor at TSR, birthplace of the industry-
changing Dungeens & Dragons role-playing game. She was instrumental in the development and
branding of the Dragonlance and Forgotten Realms fantasy worlds and brand extensions through
creation and stewardship of an industry-making shared-world novels program with more than
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400+ backlist titles, many of them New York Times bestsellers. Her career came full circle in
her most recent role at Hasbro, where she served as Vice President of Marketing, Publishing, and
Tabletop Games with responsibility for brand and business management of the Dungeons &
Dragons Roie-playing Game in all its brand extensions, most notably overseeing the licensed
development of the Neverwinter Nights, [cewind Dale, Baldur’s Gate, and Dungeons & Dragons
Online computer games. Her breadth of experience also includes toys and board games, having
launched the company’s first non-licensed miniature figures lines using the D&D and Star Wars
brands, as well as relaunching the venerable Avalon Hill board game brand. Mary is also the
author of twelve best-selling fantasy novels, serves as a consulting editor for TOR Books (5t.
Martin’s Press’s premier fantasy and science fiction book imprint}, and is a licensed Integrative
Personal Coach.

D. Jon Laff — Chief Technology Officer

With more than a dozen years as an engineer in the video game industry, CTO Jon Laff
has a proven track record in software design and technology leadership.  Prior to joining 38
Studios, Laff was a senior systems engineer and lead engineer at Electronic Arts’ Montreal
development house. Laff played a key role in growing the new studio and in developing its first
AAA IP title, Army of Two. At EA Los Angeles, Laff was the lead engineer on Medal of Honor:
European Assault and the Xbox [ead engineer on Medal of Honor: Rising Sun. Prior to
Electronic Arts, Laff served as a lead and senior software engineer at VR1/Jaleco Entertainment
in Colorado, where he worked on MMO products Lost Continents and VR1 Crossroads, as well
as other online titles including Ultracorps and Fighter Ace IT1. Laff’s extensive experience in the
game industry spans a broad array of disciplines, including: online and networking, artificial
intelligence, animation, audio, game authoring tools, optimization, game play systems, graphics,
physics, relational databases and game server architectures. Laff holds two degrees from the
University of Celorado at Boulder: a bachelor of science in computer science and a bachelor of
arts in mathematics.

E. Jennifer Maclean ~ Senior Vice President of Busingss Development

Jen comes to 38 Studios from Comcast, where she served as Vice President and General
Manager, Games, responsible for management of all games products, strategy, and business
development for the United States' largest cable company, Her extensive and varied experience
in online content and interactive entertainment began in 1992 at Microprose Software. She joined
AOL in 1996, where she held numerous positions in the AOL brand programming division,
including Programming Dtirector for the Games Channel.  Jen earned a BA in international
retations from Johns Hopkins University and an MBA with a concentration in international
business from the Columbia Business School. Jen was named one of the "Game Industry's 100
Most Influential Women" by Next Generation, is the Chair of the Board of Directors of the
IGDA, and is a frequently requested speaker at interactive entertainment industry events.

F. John O"Keefe — Manager, Web Development

John O’Keefe comes to 38 Studios from Mentor Media where he co-created the Azeroth
Advisor, the personalized newsletter for players of the World of Warcraft game. Prior to that, he
ran operations groups for the electronic publishing arms of Gemstar TV Guide, as well as AT&T
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and Ziff Davis. John has been a gamer since the pinnacle of gaming technology was grid paper
and a mechanical pencil. Moving to computer gaming as quickly as possible, his vocabulary was
greatly expanded by words like “plugh” and *xyzzy.” Starting with Wizardry and continuing
through the most current MMOQGs, John's love affair with role-playing games has reached
dizzying new heights.

G. Brandon Franks — IT

Brandon has a diverse field of experience, coming to 38 Studios from The Engineering
Institute, where he implemented a process to provide courtroom materials for all cases and trials,
including one that resulted in one of the largest product liability judgments in history, and
maintained all aspects of IT pertaining to a sister company’s completion of a military vehicle
project. Prior to that, Brandon worked in academia, serving as Applications Programmer for the
University of Arkansas’ Computing Services. Brandon also has experience in mass
transportation, serving as a QC technician/QA manager for Northwest Arkansas Regional
Alrport during the 5th longest runway expansion project in the US since 1975. Brandon has 25
years of gaming experience, having programmed his first BASIC game on his TI-99 in the early
80s. This early fascination with games was instrumental in his pursuit and completion of his BS
in computer systems engineering. From his beta testing of Meridian 59, sometimes credited as
the world’s first graphical MMO, to today’s current and future MMO titles, Brandon continues to
explore all aspects of the gaming worid.

IX. LITIGATION

The Company is not currently involved in any litigation or administrative proceeding
believed to be material to the development of the Company’s business objectives or the Offering.

X. FACILITIES

In September 2006, the Company leased approximately 30,000 square feet of office and
studio space at 5 Clock Tower Place in Maynard, Massachusetts for a period of 6.5 years.

If the Company completes the Proposed Acquisition, the Company will have an
additional 14,000 square feet of office and studio space in the Mid-Atlantic region of the United
Stafes.

The Company has no plans at this time to acquire any additional space.

XI. FINANCIAL STATEMENTS

Afttached hereto as Exhibit E is the preliminary unaudited balance sheet of the Company
as of December 31, 2008 and the related statements of income and cash flows for the fiscal year
then ended.
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XI1l. HOW TO SUBSCRIBE FOR CLASS B UNITS IN THE OFFERING

Persons desiring to purchase the Class B Units offered hereby must execute and deliver to
the Company:

(i) the Subscription Agreement relating to the Class B Units attached to this
Memorandum as Exhibit B;

(i)  the Investor Questionnaire attached to this Memorandum as Exhibit C;
and

(iii)  a Check made payable to 38 Studios, LLC in the amount of the Class B
Units subscribed for by such person.

The Subseription Agreement and the Investor Questionnaire set forth certain terms and
conditions of the purchase and sale of the Class B Units. In addition, such documents contain
representations and warranties of the prospective investor. For example, each investor will
represent and warrant to the Company that, among other things, (i} he or she understands that the
Offering has not been registered under the Securities Act (or any state securities laws), (ii) that
the Class B Units must be held indefinitely unless they are subsequently registered thereunder (or
an exemption from registration is available), and {iii} he or she intends to acquire and hold the
Class B Units for his or her own account for investment, and not with a view to the distribution
thereof, Such representations and warranties will be relied upen by the Company to comply with
its obligations under the applicable securities laws. Therefore, care should be taken in reading
and completing the Subscription Agreement and the Investor Questionnaire to ensure accuracy
and completeness.

Subscription Agreements are not binding upon the Company until accepted by the
Company. In the event that the Company accepts a subscription of Class B Units (or a portion
thereof), the subscriber will be required to execute and deliver to the Company a counterpart
signature page to the Amended and Restated Operating Agreement as a condition precedent to
the Closing.

XH1. EXHIBITS

A. Exhibit A - Corporate Vision Presentation

Exhibit B - Form of Subscription Agreement

Exhibit C - Investor Questionnaire
Exhibit D - Budget Summary

me 0 ®

Exhibit E - Financial Statements
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Exhibit A - Corporate Vision Presentation
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Exhibit B - Form of Subscription Agreement

{To be provided to investors separately]
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Exhibit C - Investor Questionnaire

PROSPECTIVE INVESTOR QUESTIONNAIRE

THIS QUESTIONNAIRE MUST BE COMPLETED AND DELIVERED TO 38
STUDIOS, LLC (THE “COMPANY™) BY YOU AS§ A PROSPECTIVE INVESTOR IN THE
COMPANY.

INSTRUCTIONS

The purpose of this Questionnaire is to determine whether you or the entity on whose
behalf you are completing this Questionnaire meet the standards imposed by Section 4(2) of, or
Rules 501 and 506 under, the Securities Act of 1933, as amended (the “Securities Act™). This
offering has not been, and will not be, registered under the Securities Act, or under a comparable
securities act of any jurisdiction, and the securities involved in this offering are being sold in
reliance upon an exemption from the registration requirements thereof,

Please complete, as thoroughly as possible, sign and date this Questionnaire, and deliver
it to the Company. Please contact Bill Thomas at 978-310-5126 if you have any questions with
respect to this Questionnaire.

Your answers will be kept strictly confidential, except to the extent disclosure may be
required under any federal or state laws. However, each person whe agrees to invest in the
Company agrees that the Company may present this Questionnaire or a copy hereof to its
attorneys or such other parties as it, in its sole discretion, deems appropriate to assure itself that
the proposed offer and sale of the Class B Units of the Company will not result in a vielation of
the registration provisions of the Securities Act or a violation of the securities or “blue sky” laws
of any state.

Please print or type:
1. General Information

Legal Name of Potential Investor:

Business Address:

Business Telephone:
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If applicable:

Spouse’s Name:

Home Address:

Date of Birth: Home Telephone:

Dollar Amount of Class B Units To Be Purchased: $

2. Qualification as Accredited Investor

(a) Are you a natural person whose current individual net worth or joint net worth with your
spouse exceeds $1,000,0007

Yes No

(b) Are you a natural person who had an individual income in excess of $200,000 in each of
the two most recent years or joint income with your spouse in each of those years in excess of
$300,000 and do you reasonably expect to achieve the same income levels in the present year?

Yes No
() Are you a director or executive officer of the Company?
Yes No
(d) Are you or, if applicable, the entity on whose behalf you are completing this

Questionnaire:

(i} a bank as defined in Section 3(a)(2) of the Securities Act or a savings and loan
association or other institution as defined in Section 3(a)(5)(A) of the Securities Act, whether
acting in its individual or fiduciary capacity?

Yes No

(i) a broker or dealer registered pursuant to Section 15 of the United States
Securities Exchange Act of 19347

Yes No

{ili)  an insurance company as defined in Section 2(13} of the Securities Act?
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Yes No

(iv) an investment company registered under the United States Investment
Company Act of 1940 or a business development company as defined in Section 2(a)(48) of such
Act?

Yes No

{v) a small business investment company licensed by the United States Small
Business Administration under Section 301{c} or {d) of the United States Small Business
Investment Act of 19587

Yes No

(vi) a plan established and maintained by a state, its political subdivisions, or any
agency or instrumentality of a state or its political subdivisions for the benefit of its employees
which has total assets in excess of $5,000,000?

Yes No

(vii) an employee benefit plan within the meaning of the United States Employee
Retirement Income Security Act of 1974, as amended (“ERISA™), for which all investment
decisions are made by a plan fiduciary, as defined in Section 3(21) of such Act, which is either a
bank, savings and loan association, insurance company, or registered investment adviser?

Yes No

(viii) an employee benefit plan within the meaning of ERISA which has total
assets in excess of $5,000,0007

Yes No

(ix) aself-directed employee benefit plan within the meaning of ERISA, with
investment decisions made solely by persons that are accredited investors as set forth in this
question 27

Yes No

{x) a private business development company as defined in Section 202(a)(22) of
the United States Investment Advisers Act of 19407

Yes No

-34-
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(xi} an organization described in Section 501(c)(3) of the Internal Revenue Code,
a corporation, a Massachusetts or similar business trust, or a partnership, with total assets in
excess of $5,000,000?

Yes No

If your answer to the preceding guestion was “yes”, was the entity on whose
behalf you are completing this Questionnaire formed for the purpose of investing in the
Company?

Yes No

If s0, how many persons are beneficial owners of the equity securities or equity
interests of such entity?

(xi) atrust with total assets in excess of $5,000,000 whose purchase is directed
by a person who has such knowledge and experience in financial and business matters that he or
she is capable of evaluating the merits and risks of the prospective investment in the Company?

Yes No

If your answer to the preceding question was “yes”, was the entity on whose
behalf you are completing this Questionnaire formed for the purpose of investing in the
Company?

Yes No

If so, how many persons are beneficial owners of the equity securities or equity
interests of such entity?

(e} Are you completing this Questionnaire on behalf of an entity in which all of the equity
owners are accredited investors within the meaning of Rule 301 promulgated under the
Securities Act who are within one of the categories of accredited investors described in one of
the paragraphs of this question 27

Yes No

-15.

HEE-IEE) ENENED




The foregoing statements are true, accurate and complete to the best of the undersigned’s
information and belicf, and the undersigned hereby agrees promptty to notify and supply
corrective information to the Company if, prior to the consummation of its investment in the
Company, any of such information becomes inaccurate or incomplete.

For Execution by Natural Person(s}

Signature of Prospective Please Print Name
Investor

Executed at

City State

on this day of , 2009.

For Ex¢cution by Corporate, Partnership or Trust Prospective Investor

Name of Corporation, Partnership or Trust (Please Print)

By:

Title:

Signature of person making the investment decision on behalf of the entity.

Executed at

City State

on this day of , 2009,
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Descript/Name

} Art
| Design
| Engineering
Production
Mkt/PR
WEB
T
Administration{ADM)
Audio (AUD)
Quality Assur (QA}
Community Mgmt(CM}
Customer Svc {CS)
Advizor
Cop Platform
CONMPENSATION TOTAL

Prof Svcs, Legal, Acctng

Total Cost [EBITDA]

Cummul Total [EBITDA]
Mean $/Head / mo [EBITDA]

ULAR EMPLOYEES (FTE) &

‘Research-& Development - -

Exhibit I} - Budget Summary

A, Budget Summary of 38 Studios {without effect of Proposed Acquisition)

FY2006 FY 2007 FY2008
Actual Actual Actuals
6.0 14,0 17.0
4.0 10.0 15.0

3.0 11.0
1.0 2.0 40
1.0 1.0
0.0 3.0
249 4.0 5.0
7.0 B.O 7.0
0.0 1.0
0.0 1.0
0.0 0.0
0.0 0.0
0.0 0.0 0.0

233.825 3 875.97¢ 6,897,195

190,667 | 3,069,849 | 5,562,703
23,180 575,393 929,193
19,958 230,736 405,299

0 0

261,334 1,767,406 3,167,459

74734 | 344,142 361,187
1,759 4,501 3,976
15,145 | 77,308 68,580
40,673 | 434,081 474,784
28,073 | 112,964 30,077
4,200 10,309 91,223
14,600 | 243,811 292,687
9,258 43,850 66,517
7.817 88,998 92,550
2,762 40,780 161,960
10,801 20,503 15,079
0 102,713 | 1,107,857
51,412 | 243648 346,768
0 0 54,374

0 0

863,288 693,259 2,400,685
456,083 517,470
207225 | 48683 | 1,883,215
0 0

1,158,447 6,336,642
1,158,447 7,495,089
49,211 14,642

12,465,339
19,960,428
20,833
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FY2009
BUDGET

31.0
18.0
200
50
3.0
5.0
6.0
8.0
3.0
100
2.0
1.0
0.0

11,337.812

8,892,402
1,689,556
755,854
0
3,629,509
416,515
198,184
87,420
498,842
0
122,500
539,000
115,600
211,680
473,070
19,900
205,000
468,184
167,813
75,712
801,550

15,768,901
35,729,329

13,688

FY2011
BUDGET

FY2010
BUDGET

36.0 36.0
220 220
220 22.0
6.0 8.0
3.0 3.0
5.0 5.0
6.0 6.0
8.0 a9.0
6.0 6.0
15.0 16.0
4.0 7.0
2.0 4.0
0.0 0.0

14,842 616 16 588,868
11,193,627 | 12,102,527
2,126,770 | 2,299,480
951450 | 1,028,715

570,870 { 1,259,147

4162717 4,426,311
457,410 403,475
252,834 276,429

90,000 90,000
579,285 595,103
0 o
67,500 20,000
287,000 88,000
141,700 155,067
239,085 253,120
968,540 987,168
22,623 26,584
10,000 o
654,830 951,502
278,063 391,952

92,858
600,202

97,811
359,883
325,215
0 a

34,668
21,476,063
76,810,928

12,314

19,605,536
55,334,865
12,702
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B. Pro Forma Consolidated Budget Summary (assuming the completion of the

Proposed Acquisition)

FYZ2008
38 Studio
Actual

200

Descript/Name

EMI’-‘:&QYEE FTE SUMMARY

233,825

190,687

23,160

19,998
0

NON-COMPENSATION
EXPENSES

261,334
74,734
1,769
15,146
40,673
28,073
4,200
14,600
9,268
7,817
2,762
10,904
, o
it 51,412
o
o
663,288
456,083
207,225
o
1,158,447
1,158,447
49,211

Total Cost [EBITDA]

Cummu! Total [EBITDA]
Mean 5/Head | mo [EBITDA]

FY2007
38 Studio
Actual

420

3,875.879

3,069,849

575,393

230,736
0

1,767,405
344,142
4,601
77,306
434,081
112,964
10,309
243,811
43,660
88,998
40,780
20,503
102,713
243,648
0
0
693,259
646,576
46,683
0
6,336,642
7,495,089
14,642
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FY2008
38 Studio
Actual

65.0

8,597,195

5,562,703
29,193
405,299

0

3,167,459
361,187
3,976
68,580
474,784
30,077
91,223
292,687
66,517
92,590
161,960
15,079
1,107,657
346,768
54,374
0
2,400,685
517,470
1,883,215
0
12,465,339
19,960,428
20,833

FY2009

BUDGET
190.0

16.612.287
13,029,253
2,475,558
1,107,486
0

5,507,441
699,455
310,423
154,920
892,229

0
122,500
539,000
364,550
357,840
817,010
39,368
205,000
685,818
197,813
121,515
925,453
902,580
0
22,672
23,045,191
51,491,128
12,552

FY2010

BUDGET
217 0

22.165.348
16,716,949
3,176,030
1,420,856
862,513

7,202,222
862,725
388,618
180,000

1,108,180
0
67,500
297,000
473,500
433,965
1,833,480
44,010
10,000
1,040,330
278,053
283,860
808,516
759,170
0
49,346
30,266,087
81,757,214
12,326

FY2011
BUDGET

2250

24,305 509
17,624,949
3,348,740
1,498,121
1,833,700

7,876,369
878,790
412,213
180,000

1,131,860

0

20,000

88,000

436,867

448,000

1,866,816

50,757

0

1,490,855

391,952

430,259

576,334

520,816

]

55,519
32,758,212
114,515,426

12,343
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Creating an Entertainment and
Economic Powerhouse

DFC Intelligence forecasts that worldwide online game
revenue will grow from $4.5B in 2006 to surpass $13B in
2012, (DFC Online Game Markets Forecast 2007)

"We think that games fit within a larger category of
discretionary spending that encompasses all entertainment
and leisure. In a recession, we think that the number of
hours spent by consumers engaging in leisure and
entertainment activity is likely to increase, with a shift from
higher cost forms of leisure and entertainment to lower cost
forms."'-Wedbush Morgan

Massively Multiplayer Online game (MMOG) as core
experience for immersive world

~  Only one clear leader in massively multiplayer games

—  Space for strong alternative to World of Warcraft

—  Goal to be Top 3 MMOG

“Project Copernicus™ IP created to scale across movies, TV,
books, comics, toys, console, mobile platforms

—  World-wide distribution

—  Epic fantasy experience translates across cultures

38 Studios Cenrfidential

MMO Subscriptions Market Share-April
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3%
6%
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® World of Warcraft
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® Final Fantasy X!

® Dofus
* EVE Online
& Everquest 1|
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“ Lord of the Rings
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Strong Sector Performance: Industry
Trends

Explosive Growth of an Emerging Art Form
Global sales of video game software reached $32 billion in 2008 (Media Control GfK Int’l)
In 2008, industry saw revenue growth of 20% over 2007 (NPD)
10% annual compound growth predicted through 2012 (PricewaterhouseCoopers)
Subscription-based MMOG market continues to strengthen
22% aggregate growth in 2008, 27% growth in non-WoW categories

NAVEU subscription MMOG market will top $2B annual revenue in 2013 (Screen Digest,
3/09)

Top Hollywood Talent Moving to Games

AviArad, ex-CEO of Marvel (1996-2006) now working primarily on movies based on game
P

Gore Verbinski (Director, Pirates of the Caribbean franchise)
Peter Jackson (Director, Lord of the Rings, King Korg)
Jerry Bruckheimer starting games venture focused on original IP, funded by MTV

38 Studios Configential




Strong Sector Performance

Orashagd Goods Soallms O dsbis

i e Gl o el e Sy VEEm, STl O gEEs & mElan
38 Studios Confidential
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Next-Gen Entertainment

Compelling Story

EYsing e @
Console TV & Books & Toys & Mobile
Games Movies Comics Coliectibles Devices
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Corporate Vision: Changing
Entertainment

Develop a Trans-Media Entertainment IP

Original world from R. A. Salvatore and Todd McFarlane
© Massively Multiplayer Online Game
-+ Console and Handheld Games
- Web Experience

- Offline Entertainment-books, toys, comics

38 Studios Confidential




Corporate Vision:
Complementary Product Lines

38 Studigs Canfidenyal
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Product Interaction

Each Product Connects to the Others

Cross-Product Features

Achievements and actions in one Copernicus product have effects in
other products.

Examples-special items unlocks, character titles, special character
customization options.

Special events occur across the entire product line. The arrival of a
dragon in the MMOG is tied to a prophecy in a prequel RPG.

Offline products (books, comics), provide deeper narrative, enhanced
product trials,

38 Studios Confidential




Product Interaction

Each Product Supports the Others

Creating a Cross-Product Social Network

MMOGs connect players socially and create exciting worlds to inhabit.
The Copernicus product ecosystem takes that model and stretches it
across many products.

Players never leave their friends behind when playing new Copernicus

games.

Unified web experience auto-populates friends, tracks achievements, manages guilds,
updates content.

The stronger their bond with this network, the stronger player loyalty to
the products and IP.

38 Studos Confidential




Example Customer Experience

Novel, RPG, and MMOG

Reader Purchases Copernicus Novel

Inside novel is a great R. A Salvatore story and a code granting a
unique pet (described in novel) in the MMOG.

The reader decides to try out the MMOG, taking advantage of a
special trial offer in the novel.

MMOG Player Discovers RPG

An interesting NPC in the MMOG has a link to more detailed story.
Following the link, the player learns they can adventure with this
character in the RPG.

The player purchases the RPG on a console and follows the
progression of the MMOG story through downloadable content.

38 Studios Cenfidential




Multi-Product Business Case

Multi-Product Strategy Increases Revenue
and Extends Life of IP

New Customer Acquisition
Multiple product lines reach beyond game audience.

Online and offline product tie-ins offer cost-effective acquisition
campaigns.

Reduced Churn

Greater interest in IP and attachment to story acts as significant
churn reduction tool for core MMOG.

Greater Revenue Per Player

Use of downloadable content expands story across RPG and RTS
products.

Alternative platforms (web, mobile), for interaction with IP extend
opportunities for additional player transactions.
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Management Team

38 Studios
Combined

Structure

Management

Creative Team
[ Team

Tim Train R. A, Salvatore Tadd McFarlane

Suide G, g Creator of Executive Art Crt Sesillng [rirg Btacras
Hupe Games Worids Director

Jen Mackess

SV, Buainess
Darwarbommii

Bram Tz
Prasident, CED




Corporate Structure

Build a Family of Developers

Maultiple teams of experts, each immersed in the same [P
R. A. Salvatore and Todd McFarlane—Creative Visionaries
38 Studios-MMOG developer
Big Huge Games-RPG and RTS studio
Shared specialty resources create economies of scale
Web Services
Cinematics

Usability And QA
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Proven Developer Experience

Extensive Experience in MMO Design & Development

Lead Content and UI Designers from:
© EverQuest and expansions
© EverQuest I7 and expansions
World of Warcraft
Selected Titles from other 38 Studios Team Members
© Medal of Honor 10
© EverQuest Il 7
* Lord of the Rings. Shadows of Angmar 6
Unrold Legends: Dark Kingdom 5
Goldeneye: Rogue Agent 3

38 Studios Confidentat




Proven Developer Experience

Expertise in RPG and RTS Genres

Lead Designers from:
+ Morrowind, Oblivion
Rise of Nations, Rise of Legends, Catan, Civilization Il
Selected Titles from other Big Huge Games team members:
Titan Quest
Fallour 3
© Age of Empires Il The Asian Dynasties
Tomb Raider: Anniversary / Underground
© Star Wars: The Force Unleashed
Fable

38 Studios Confidentia




Executive Biography: Brett Close

Brett Close — President and CEQ

Brett Close is known for consistently delivering highly successful products by building
exceptionally effective teams and organizations across a variety of industries, including:
Video games and entertainment products, scientific/business software, and
pharmaceutical/bio-tech products. Brett joins 38 Studios from Midway Games, where he
served as head of the Austin studio on BlackSite: Area51, and as Global Director of
Midway Production.

Brett was a driving force behind the renowned Medal of Honor franchise, operating as the
Senior Director of Development of the Electronic Arts, Los Angeles studio. At VR-1/Jaleco
Entertainment in Boulder, Colorado, Brett was the Studio General Manager, Senior
Producer, and Engineering Director leading the delivery of a variety of products including
Nightcaster, a Microsoft Xbox launch title. He holds a master’s degree in electrical
engineering and computer science, and a bachelor’s degree in chemistry from the
University of Kansas and studied philosophy and chemistry at Universitit Dortmund in
Germany. An avid athlete, musician, and environmentalist, Brett is a respected industry
leader in encouraging and establishing real work-life balance in the game development
environment,
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Executive Biography: Bill Thomas

Bill Thomas — Chief Operations Officer

Bill brings 33 years of executive and operational experience to 38 Studios. He has set up,
developed, and funded operations in the Middle East, Asia, and the United States. As chairman
and CEO of Fortune 500 subsidiaries, Bill has built and executed strategic-development plans for
globalization of financial service organizations, as well as funding medical and environmental
services start-up companies. He has served as consultant for such conglomerates as Westinghouse,
Lockheed, Boeing, Raytheon, Hyundai, LG Group, Samsung, Daewoo, HSBC, Bechtel, and Texas
Instruments; negotiated joint ventures for entertainers like John Denver, Michael Jackson, Tony
Bennett, Phil Collins, and the Everly Brothers; and provided leadership for market development,
licensing, and trademark for the Malaysian-based American Polo Club USA’spenetration of the
US market. Bill’s extensive experience with working across cultures as well as at all levels of
government and commercial organizations provides him with knowledge of and access to a

multitude of financial and operational resources.
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Executive Biography: Jen MacLean

Jen MacLean — Senior Vice President of Business Development

Jen comes to 38 Studios from Comcast, where she served as Vice President and General
Manager, Games, responsible for management of all games products, strategy, and business
development for the United States' largest cable company. She also held roles in sports and
entertainment as part of Comcast’s interactive team, negotiating and managing partnerships
with Fox Sports, Major League Baseball Advanced Media, Real Networks, and Microsoft.

Jen’s extensive and varied experience in online content and interactive entertainment began
in 1992 at Microprose Software. She joined AOL in 1996, where she held numerous
positions in the AOL brand programming division, including Programming Director for the
Games Channel. While at AOL, Jen managed multiple partners and products, including
Electronic Arts, Kesmai, Engage Games Online, and Mythic Entertainment.

Jen earned a BA in international relations from Johns Hopkins University and an MBA with
a concentration in international business from the Columbia Business School. Jen was
named one of the "Game Industry's 100 Most Influential Women" by Next Generation, one
of the “Top 20 Women in Games™ by Gamasutra, a 2008 Game Industry Hero, is the Chair
Emeritus of the Board of Directors of the IGDA, and is a frequently requested speaker at
interactive entertainment industry events.
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The Visionaries

R. A. Salvatore - Executive Creator of Worlds
~ More than 15 million books sold in the U.S.
- Global audience, with translations in more than 14 languages

Other achievements:

* Creator of Drizzt Do’Urden, one of modern fantasy fiction’s most
beloved characters

* Entrusted by George Lucas with the Star Wars IP novels

10+New York Times and Wall Street Journal bestsellers, broad
international distribution

- Cross-media experience

38 Studics Confidential




The Visionaries
Todd McFarlane - Executive Art Director

- Created Spawn, featured in comics, TV, movies

* 150 million comics sold in 120 countries
Other achievements:
Career began in 1984 at Marvel / Epic Comics
Formed McFarlane Toysin 1994
Extensive experience in licensed IP, including Spiderman, Halo
properties

Grammy winner, video and animation

38 Studios Configental




The Visionaries

Curt Schilling - Founder and Chairman

* Proven leader with unique perspective on building winning teams.

- 7 years of development / studio experience with SOE.
Other achievements:

- Boston Red Sox pitcher; 20-year major league career

- 2004 & 2007 World Championship team member

-+ 2007 career game winner; 3,000 career strikeouts

* 6x All-Star

-+ 2001 World Series MVP

1993 NLCS MVP

38 Studios Conficdential
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Exit Strategy

+ Management is well aligned with outside investors - desire for greatest possible

liquidity event

+ Potential for exit in years 2010 - 2014

« Multiple viable exit alternatives include:

IPO

« Sector specific success stories in
public equity market
— NCSoft
— Shanda Interactive
- The9
- Glu Mobite
+ Projected industry growth apart

from WoW supports potential for
additional successful issuances

+ 38 Studios creating a broad ranging
entertainment company beyond its
initial game

Strategic Sale

+ Sector specific success stories in
M&A market

— EA acquisition of Mythic
— EA acquisition of JAMDAT
— News Corp. acquisition of IGN

Elevation acq. of VG Holdings

+ Growing investment appetites by
major publishers, media companies
and private equity firms in online
game sector {i.e. EA/ The9,
Francisco Partners / FOE, WPP
Group / WildTangent)

Distributions / Recap

« Significant forecasted free cash flow

« Distributions alone over years
2010-2012 would deliver significant
return on capital

» Subscription-based revenue could
support modest debt leverage




Summary of Public Comparables

% i aviions)

Current Comparable Trading Analysis

Market Enterprise Sales Gross EBITDA Enterprise Value/
Online Companies Cap Value CAGR Margin Margin Revenue EBITDA
Z06-0BE _LTM _ _LTM _ _LTM __2007E _J00BE  _ LTM _ _2007E  _2008E

NCSoft $1.581 $1.260 17.5% 74.3% 186% 3.5x 31x 2.5x 18.9x 15.4x 9.8x
NetEase com 2,288 1,856 7.8% 82.3% 65.8% 6.4x 6.3x 5.6x 9.7x 9.5x 9.0x
Shanda Interactive 2038 1.802 28.7% 63.4% 39.5% 7.6x 6.1x 5.1x 19.1x 13.5x 12.0x
Thes 1,147 1032 47 0% 47 6% 436% 7.7x 57x 3.8x 17.6x 14.1% 9.6x
Iﬁean $1,763 $1,488 25.3% 66.9% 41.9% 6.3x §.3x 4.3x 16.3x 13.1x 10.1x
Median 1,808 1,531 23.1% 68.9% 41.5% 7.0x 5.8x 4.5x 18.2x 13.8x 8.7x

Shanda Interactive Trading Analysis at IPO

EBITDA Sales Enterprise Value/
Online Companies Margin CAGR Pricing Revenue EBITDA
LTM LTM - +2 Sales EBITDA PE +1 12 ha | 2
Shanda Interactive 33.7% 58.4% 8.1x 27.0x 23.3x 5.5x 3.6x 13.6x 8.4x
=
W‘Mmm ‘bock vali of fola dei. mincrly miwwet 3n prafeTa wock, oo of CRhongs katndinvestments.

o STesc o
LTH ks omckrlos extracecinary ans ronrmaing ieens; o e for coved scguiions wih avalebie fnancials.




Summary of Transaction Comparables

(3 i milions)

Announced

Closed

Acquirer | Target

Transaction
Value

Revenue
Muitiple

22-May-07

20-Jun-06

5-Now-06

7-Sep-05

Pending

24-Jul-08

5-Nov-05

4-0ct05

Electronic Arts / The® (MMOG developer)

The9 a private with ic Ants for gross of $167 millian;
Eigctranic Arts would get 15% of the common shares of the The$.
Electronic Ads / Mythic it (MMQG developer)

Eisctronic Arts entered into an agreement to acquire Mythic Entertainment from TA
Associales, AE Capital Partners and other sharehoiders on June 20, 2006. Upon compistion
of the acquisition, Mythic Entertainment became EA Mythic, a wholly owned studio dedicated
to deveioping MMOGS.

Elevation Pariners / Pandemic Studios and Bioware (video game develapers)

North i pers Bioware and P ic merged in a $280 million deal crafted by
Elevation Partners, the private equity firm headed up by former EA president John Ricatielio.
The new operation will consist of a holding company, called VG Hoidings, with Riccitialio as
CEOQ (now Greg Richardson} and the current heads of Bloware (Grag Zeschuk and Ray
Muzyka) and Pandemic (Andrew Goldman and Josh Resnick) as senior executives.

News Corp / IGN Entertainment (oniine sarvices provider)

Fox interactive Media entered into a definitive agreement to acquire IGN Entertainment for &
raported deal vaiue of approximately $650 million in cash, plus assumed labilities, an
September 7, 2005. On compiation IGN Entertainmert will be foidsd info Fox interactive
Media unit.

Source: Company filinge and publicly available information.

{1) EA purchased a 15% equity stake for $167 million, which was grossed up to 100%, equivalent to 2 $1,113 enterprise vaiue.
(2) Propietary industry knowledge
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Comparable Public Companies Analysis
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Shanda interactive onNeh 2008 18020 i) .63 1260 T6x 6k Six 190x 135 1200 183x JBM 6Tk 27.5% 0.8x o 26x
Thed NCTY 11474 10324 & 65 W TP BT 3B TE MW Bex 20 W& Tk 3% i 11x ofx
Mean | 63x 53 431 @ Wix WM | M o2& Dk A% 03 o5 73]
Mecian | 70x sy ask  teze v an | aex gtz x 213% vax stx o7
Mobile/ Wirsleza Cootent |
Samelat GFTLFP $s620 95369 5785 5318 w57 £ 40c B0x MM MM NS NN 4 S HA A N KA
G Moke W w17 us T 1399 1280 978 B4 S0k 3} MM MM NW MM ONM MM 250% e N 21
Meon B8 afx 32 NA  HA  figc LT ST T T NA
Mocan  Son  &Sx 33 NA WA 1igr Na_over  jo w
ATvI SSBES  IABEIT 3101 32140 BOAT 32 32x  24x 24 W: 6B NM NN 280w 2% 24 241 1ix
ERTS 1B2TES 122643 4800 s A% am 40x 2B 3/®m NN GBI MM WM 7h 9% 46x I 14x
My 5655 S4z.1 613 .20 73 4@ 8 24 AM NN MM MM NM MW A NM M Hu
WG 15188 14083 %081 2480 a0e a4 A im AM NM o s36x N NM O Z4m 6% NM An 15¢
THaI 22034 [BE1H £ .76 185¢ ATt te 8 M8 M2 A% %0k am BO% 1Ex 1dx 11x
Ubiso? uaiFp 20409 22100 4950 T054 4010 Atx 2% 2% TG 9k Tix AWM. NN 88 2o% L] 24x 1%
Mwan  29x 28 20x 236 139 Idx 26 B0z A 215% 28¢ 2% uj
Medan _ 3ix T 23 80a  155c  FA6x  ZESx  20r MO 192% 24¢ 23 ik
Lombined Maan &8 33 M W WS ¢S WA M4 BN (3] 18 4.
Medsa  oow a6 . ZIx 9B Wix ¢Sk Mex  Msn W 22 A kL]

Ioes
Eoheh VaTw FORORe PR MOrU Seaidshon, Dok v of ki dobt sravariy ireread and prebere) shoch, nac of Gash and aiiatedinvastmants.
3007 E&TDA Tan G e S o fra

LMot wichaies eroracrdnsry 410 (On-aarivg Ram: bra foare Sor chsed sccpiskions wilh vaiable Snancic.




Comparable Public Companies Analysis
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Selected M&A Transaction Analysis

& in mons)

Transaction Revenue
Announiced Closed Acquiror | Target Vatue' Multiple
11-Jun-07 Pending CDC Games / OPTIC (online games publisher) NA NA
22-May-07 Pending Electronic Arts / The® (MMQOG} 1,113.3 82x W
31-May-06 Pending Oberon Media / I-play (mobile games publisher} $118 NA
20-Jun-06 24-Jui-06 Electronic Ards/ Myihic Entertainment (MMOG) 125.0 45x @
8-Dec-08 16-Feb-06 Electronic Arts / JAMDAT (mobite game pubiisher) 873.8 87Tx
5-Nov-08 5-Nov-05 VG Holdings / Pandemic Studios and Bioware 280.0 85x @
7-Sep-05 4-0ct-05  News Corp / IGN Entenainment (provider of online gaming entertainment services) 747.7 13.0x
20-Apr-05 20-Apr-05 Jamdat / Blue Lava Wireless (mobile game publisher and developer, Tetris license) 138.8 11.5%
21-Mar-05 25-May-05 Apax Partners / Hit i v i o and distril ) 582.5 4.6 x
$472.0 8.1x
431.3 8.2x

Source: Company filings and publicty available information.
(1) EA purchased 8 15% equity stake for $167 million, which was grossed up to 100%, equivalent to a 31,113 enterpriss vaius.
{2) Proprietary industry knowledge




Selected Comparable Venture Capital Raises

{5 in midlons;

Date of Amount
Company Business Description Raise Raised investors Significant Agreement / Event

Funcom Provides garnes with a bces on mie- 87252005 L] ¥2 Nordic Veatem Paitners Digital Rives, a giotal leadey i o 51772005
playing (RPG) and massively oday J
multiglayes online (MMQ) products it has signed an e-commerce agreament
4172004 H $5.4  Nomzone Ventures with Funcorn. Thrcugh Digital Rivers Sae

Ultmate Edition, Anarchy Online -
Shadastands and Anarchy Online - Ao
nasion products.
Jagex Jagex 15 a developer and publisher | 10252006 1 NA" T imsight Venture Partrers Jagex annowced its 3D Java onliie 1272772004
of massively mestipkayer online adventure game RuneScape attracted a
games. recort 90,000 players online

Compeny also said the game broke the 2
million active player count for the first time.

K2 Network K2 Network s an online game 182007 B $160 el Capitas Announced an agreetvent with Sansang
‘putisher and cammunity senice Greycrat Patmers Hlectronics 10 publish the acbon-packed
. . ‘aanagement campany. Khaska Venlures massivly ulti-player oniine e plzying
i ; Novel TMT Ventures game, Red Stone.
Dewelope and pubkdves mulbplayer 6172001 ] $30  Abandon Entedaiement " Wiylhic today annainced thal Dark Age of SO0
cnline rolo-playing games. Cametot: Shiouded leies,* its 15t |
expansion pack to “Dark Ape of Casmelor" |
2003 2 $220  TAAssochies s o g ke G Bt |
December 7002; since iis revase in aaty
December 2002, e came has sdd over
170,000 coples.
Redt § Stdios WEBZEN announced that it had signed an
exchishe wordwide agreement with Red 5

Studics 10 publish 2 new MMOG propesty.

Source: Venture Source




Selected Comparable Venture Capital Raises

Amount

Campany Business Dascripion Raised  fnvestors Sigaificent Agreement f Event
18 & mitions
Fesl Thne Worlds Prosider of entertainment soktware; V06 1 NA  indivdeal inwestors Real Tane Workls: torddry announced that it wexroms
P produces onfine vdeo games. has dbtained a stidiowide Hcense for
realitime Unreal Engine 3.
wedog SIA2004 2 $19  Craalke hdustries Management Real Time Warids announced tha i has 62112005
Scottish Enteprise signed a pantnership agreement with.
Microsalt that will see 2 aumber of
i J exciusive liles devalopad for the new Xbax
1282008 3 $31.0  NewEnterprise Associdles =
Perpetsal Enterinment Deveboper of networked muliplaysl 111072003 1 $45  Maniw Ventures Anncunced that it had secared the H772004
= and massivdly mult pizyer games Mobius Venture Capital exchushe woddwide rights fom Viacom
@”“n for the PC and conseies Consasner Products to develop and publish
UAL
SRt
3 1004 T $65  Chengwei Ventures on Paramoust Pictures’ Star Trek Fanchise
Manitou Ventures (aRhvough the articke wes released on
Mobius Venture Capitdl September 7h, 2004, ¥ Aticle published
Sotbank Capital Patners frve days later on September 13th refers to
this event as having acciimed twa months
prior)
X2005 3 WA Mobius Venture Capitd Ansamced Gods & Heroes: Rame Rising, F2005
a new massively multi-player game
designed by Stieg Hediund, the lead
designer of Diabio B i be launchved in the
& of 2005.
Provider ctmassihely mull-player 121152003 s $180  Highland Capldl Partners Vivend: linvorsel Games (VU Games) S
aniine mie playing games Pokarts Venture Pariners. announced that it had entered into &
production agreement with
28205 L] 00 Cdi:nnTM Ventures. Turbine Entertsinment Sobware Corp. lo
Soiopal e develop “Middie-Earth Online.” Bob Danis,
L of Highiand Caphal, was “improseed with
Ptaris Venture Partners Turbine's abifty to win the exclusive rights
Tedor Ventures.

Source. Venture Source

for the dewslopmant of games such as Lard
ofthe Rings and Dungecns and Dragaons.”




Selected Comparable Venture Capital Raises

i mimons)

Amount

Caompany Business Deseription Raisad  investors

WikdTangeni Provides of oafing pamos. and 11aee 1 2o Nesw Mienhurn Paxtnars.
cusbomn published games Shmugh
establiched, broad distibution

i i .Tanqenh 21S000 2 170 Greylock Cagital

127242000 ] $340  Accenturs Tachnology Vantures

Significant Agremant/ Event

WikdTangen! and Bige Moom Prodde ans
announced a sirategie partnership

ation of

paming appications. hgide Mocs wil
Reanse WikiTangent's wol-cnowe Web
Driver becimclogy bo creale retail quality 30
and internetive games.

‘WidTangent anncunced thir they have:
entered into conten censing agreements.
with mleading cniise gamse publication and
‘Theglobe com’s Hapgy Poppy, ERiptor

Round 1 Round 2

Round 3

Average Raise Amount: $7.0 $12.7

$32.5

Source: Venture Source

1182000




