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908 GRAMMY Nominations.
24 GRAMMY® Awards.
1 Bank.

Congratulations to all our clients honored at the 50th GRAMMY Awards. It takes an enormous
amount of talent and dedication to make it to the top, and we're proud to have been part of
your journey.

To see how we can help you realize your dreams, visit suntrust.com/music, or call: Thomas Carroll,
Senior Vice President, Sports and Entertainment Specialty Group, SunTrust Investment Services, Inc.
at 404.724.3477.
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>>>A0LTO
BUY BEBO
AOL will buy
social network
Bebo for $850
million in cash,
bolstering its
consumer Internet
offerings even as
the media
conglomerate
mulls splitting off
the business. Bebo
claims to have a
global member-
ship of about 40
million users and
that it is the top
social network in
Britain, Ireland
and New Zealand.
It is No. 3 in the
United States
behind MySpace
and Facebook,
respectively.

>>>GIBSON,
ACTIVISION IN
LEGAL TWIST
Gibson Guitar and
video gamemaker
Activision are in a
legal dispute over
licenses for the
“Guitar Hero”
videogame.
Gibson claims that
Activision’s game
franchise violates
a Gibson patent
for simulating a
live performance.
Gibson sent the
gamemaker a
letter in January
making the claim,
and Activision
responded by
filing a lawsuit in
California asking
judges to declare
the patent invalid.

>>>COLDPLAY,
PETTY, JAY-Z
LINED UP FOR
PEMBERTON
Coldplay. Tom
Petty & the
Heartbreakers,
Jay-Z and Nine
Inch Nails will
headline the
inaugural
Pemberton
Festival, set for
July 25-27 in
Pemberton, British
Columbia. The
festival is
produced by Live
Nation and Good
Boy Productions.
Live Nation
Canada CEO Shane
Bourbonnais will
spearhead Live
Nation’s efforts on
the event.

FRENCH FOCUS

DEAL ME IN

P

NEWBURY NEWS

=

[V BY JENNIFER NETHERBY

TWOKINDS OF FR

Adopting The
Radiohead
Model—With
Or Without

A Game Plan

The two latest bands to offer
their new albums for free on-
line are advancing divergent
versions of the business model
Radiohead introduced last fall.
And where Nine Inch Nails’
approach, like Radiohead’s be-
foreit, draws fans in with free
music then offers additional
music for purchase in more
extravagant configurations,
the Charlatans UK release
doesn’t seem connected to
any such game plan.

From the start, Nine
[nch Nails planned to
put out some tracks
for free and charge for
others from instru
mental album “Ghosts I-
IV.” NIN began giving away
nine tracks on its own Web site
March 2 and uploaded those
same tracks onto Pirate Bay,
where fans were encouraged to
share the music. But fans were
given other options, too: $5 for
adigital version of all 36 tracks
from the album via Amazon or
nin.com, $10 foradouble-CD
$75 for a deluxe edition or $300
for an ultra-deluxe edition that
includes a vinyl version and
Trent Reznor’s autograph.

In the first week, the band
says its release resulted in
more than 781,000 transac-
tions, including free and paid
downloads and physical pre-
orders. Though NIN didn’t
break out sales by format be-
yond that figure, the band does

say that pre-orders

sold out all 2,500 copies
of the $300 limited-edition re-
lease. Sales through nin.com
topped $1.6 million in the first
week, and digital sales though
Amazon the first day of release
totaled $1 million, manager
Jim Guerinot says.

Guerinot, for his part, insists
that the free offerings weren’t
meunt as a quid pro quo to get
fans to buy the album. “The
only strategy behind it was
[Reznor's] notion for how he
would dothisasafan and what
would he want toseeas a fan
Guerinot says.

Still, in contrast with the NIN
release, the Charlatans UK
seem to be putting out their free
album withoul a playbook. The

band partnered with U.K. radio
station XFM to deliveran MP3
version of “You Cross My Path,”
which the band says was down-
loaded 60,000 times in (he first
week. Frontman Tim Burgess
speculates that fans attained ad-
ditional copies through torrent
sites as well. The Charlatans
UK and XFM have no revenue
share in place for future re-
leases; at this point, they're
merely using each other for
purposes of promotion. The
band carried the cost of record-
ing, while XFM handled the
digital distribution for free.
The Charlatans UK will also
put out “You Cross My Path” in
CD, double-CD and vinyl ver-
sions May 12 through Cooking
Vinyl. But even those releases

WwWwWw.americanradiohistorv.com
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@ THE CHARLATANS UK and

Nine I1ch Nails (featuring
ETRENT REZNOR, inset)
arz offering fans their
albums for free online.

came as an afterthought, says
Burgess, who adds that the band
expects to make money on tour-
ing and merchandise.

If pecple get a chance to
have our music,” he says, “they
might be interested to come out
and see us play live.

NIN and the Charlatans UK
decided to go free after leaving
major labels, following the path
carved when Radiohead re-
leased “In Rainbows” ona pay-
what-you-want basis on its Web
sitelast fall. NIN’s contract with
Interscope expired in October,
and the Charlatans UK decided
not to sign with Universal after
that major bought and closed

biz

MOBILE: For 24/7 news and analysis on
or mobile device, go to: mobile.billboard.biz.

VERVE AND NERVE

18

Sanctuary, which put out the
band’s last release, “Simpatico.

Guerinot says NIN’s busi-
ness model for releasing an
album on its own isn’t compa-
rable to a major label releasing
an album, since it involves an
entirely different cost structure.
He declines to spell out the
costs of producing the new NIN
album in more detail. But for
digital distribution, NIN used
digital distribution company
TuneCore.com, which charges
artists $30-$40 to upload their
album and sell downloads
though iTunes, Amazon and
other online services that they
choose. All sales go straight to
the band.

TuneCore models itselfas a
sortofdigital FedEx, charging a
flat fee for distribution services
rather than takinga percentage
of sales. Other aggregators, such
as the Orchard, the Indepen-
dent Online Distribution Al-
liance or CDBaby, also offeran
opportunity to release music on-
line. But ifan artist puts outan
album for free, it wouldn’t nec-
essarily need any of those; it
could simply upload the album
online and give it away.

TuneCore, meanwhile, is
adding a new pricing model for
bands that want to give their
album away for free online.
Rather than pay per song upload,
artists will have an option to pay
for bandwidth used instead.

But the free model may not
work for developing bands, says
Guerinot—who notes that NIN
like Radiohead, built its fan
base in advance.

yvour cell phone
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MUSIC STORE
LAUNCHES
Colombia’s first
digital music store,
Comcel Ideas, has
been launched by
mobile carrier
Comcel, and allows
full-track downloads
of songs via cell
phones. The store
offers catalog from
EMI and Warner Music
as well as such indie
Colombian labels as
Codiscos and MTM,
Each Comcel Ideas
track is priced at
5,440 pesos ($3).
Comcel’s platform
was developed and is
operated by iMusica
in Brazil.

>>>REPORT:
VIDEOGAME
SPENDING
TRIPLED

While spending on
music fell 10% in
2007, according to
new data from NPD
Group, videogame
spending tripled in
the same period and
DVD sales were
largely flat. Retail
sales of videogames
jumped 41% while
retail CD sales fell
45%. In fact, an NPD
survey finds that the
reason teens spend
less on CDs is
because they’re
spending their money
on videogames
instead.

>>>‘DOL’

GETS LENNON-
McCARTNEY
BOOST

The rights to use the
Lennon-McCartney
catalog paid off in big
ratings for “American
Idol” on the show’s
March 11 instaliment.
According to initial
Nielsen Media
Research overnight
numbers, 27 million
people on average
watched “ldol” during
the first 60 minutes of
the two-hour show.
But, perhaps as
people realized it was
Lennon-McCartney
night, significantly
more tuned in to the
second hour: More
than 31 million
viewers saw the 9
p.m.-10 p.m. airing.

BY ANTONY BRUNO

Apple Opens Its Mobile Software—But Not For Music

Apple’s iPhone scored another round of
praise and publicity afier unveiling a pro-
gram that will let other companies cre-
ate applications for the popular device.

But the excitementdidn’t make its way
to the mobile music market. Although
those hoping to add mobile games, cor-
porate e-mail accounts and other content
to their iPhone are thrilled, music serv-
ices see little opportunity to use the
groundbreaking device asa meansofad-
vancing the enjoyment or acquisition of
music from mobile phones.

The background: Apple released a
beta software development kit (SDK)
that gives programmers various tools to
develop applications that not only run
on the iPhone and iPod Touch, but also
take advantage of several key capabili-
ties—such us the touch-screen and mo-
tion sensor. In June, Apple will issue the
AppStore, an update to iTunes that will
allow users to buy and download these
third-party applications much like they
already do music and video.

This allows developers to create mo-
bile entertainmentapplications without
having to negotiate with AT&T—the only
carrier officially compatible with the
iPhone in the United States. On the sur-
face, this is great news for developers
long frustrated with the difficult process
of partnering with wireless operators.

BY CRISTINA BLACK

Why? The 30% cut Apple proposes to
take from each application sold via the
AppStore is better (for developers) than
the average 40% cut wireless operators
take. And the SDK process is fairly
straightforward compared with the often
arduous process of negotiating carrier

contracts. “They’ve grossly simplified
it,” says Paul Reddick, CEO of Hand-
mark, which distributes mobile applica-
tions for smart phones. “It just seems
like a pretty open environment.”

But ultimately, Apple decides which
applications it will sell, and that spells
bad news for music-related services hop-
ing to find a home on the iPhone.

“It’'s an open question at this point how
amenable Apple will be to offering prod-
ucts or applications that could conceiv-
ably interfere with its own iTunes revenue
stream,” NPD Group’s Ross Rubin says.

An iPhone version of Rhapsody or
Napster is almost certainly out of the
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question, as both require
software and digital
rights management not
compatible with Apple
products. In more of a
grey area are online
streuming services like
Last.fm, Pandora and imeem. None have
downloading capabilities outside of link-
ing to such third-party services as iTunes,
and as such Apple may see them as serv-
ices that actually drive sales rather than
cannibalize them.

“The real interesting test case will be
Amazon,” Rubin says. “Here’s a music
vendor selling songs that are clearly
compatible with the iPhone. Unlike with
Rhapsody or Napster, there’s no DRM
you need to make work.”

Same goes for eMusic. However, both
are considered iTunes challengers, and
Apple could easily decline to make their
applications available in the AppStore.

None of the companies mentioned
were available to comment on this story.

Also discouraging is that, at least in
the beta version of the SDK, developers
won’t have access to any iTunes func-
tionality. This severely restricts the abil-
ity for such iTunes plug-in applications
as iLike, Last.fm, Qloud or OnTour to
create iPhone-compatible widgets that
might expand basic iTunes functions.

But they can still write Web applica
tions that users can access through
iPhone’s Safari browser, which does not
require Apple’s SDK orapproval. A few
already have surfaced, such as the Seeq-
Pod full-song streaming search engine.

The problem is that those applica-

tions won't have access to the iPhone’s
functionality to the same extent as those
written with the SDK. Additionally, such
applications would be at a tremendous
competitive disadvantage compared
with those that can be bought directly
over the phone because a) they lose the
awareness bump of appearing in the
AppStore and b) they could be rendered
inoperable or disrupt the phone if Apple
issues an incompatible software update.
Yet developers are keen to get theirap-
plications on the device in any way pos-
sible regardless of the risks simply
because of the quality of services it allows.
Jupiter Research data says only 5% of
mobile users have sideloaded music,
and fewer have downloaded it though
30% express interest in listening to
music on their phones. Jupiter analyst
Michael Gartenberg blames poorly de-
signed devices and services.
Meanwhile, even though theiPhone
owns a relatively small share of the de-
vice market—2% of the smart-phone
market and less than 1% of the over-
all phone market—it disproportion-
ately owns the majority of the
multimedia activity taking place on
mobile phones. Apple claims 71% of
all mobile Internet browsing activity
with the iPhone simply because it’s
easier to do so than on other devices.
“You can create a much richer user’s
experience with the tools they provide,”
Airborne Mobile senior director of devel-
opment Sasha Mendelev says. “The ef-
fortin creating it may be more than with
normal platforms, but the return is
greater for the user.” ..
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Clips by, from ieft, ARCADE FIRE, BEIRUT, VAMPIRE
WEEEKEND and BIG SLEEP are among the popular videos

Video DuJ

French Site Stakes Claim To indie Cool

French music Web site La Blo-
gotheque is becoming an im-
portant point of exposure for
emerging North American
indie bands. The site’s popular
Take-Away Shows—on-the-
spot live music videos each
shot in one take in a unique
location—have drawn more
than 6 million views on blo-
gotheque.net, YouTube and
band Web sites.

The brand has recently ex-
panded to include sites dedi-
cated to local scenes in specific
markets such as One Take New
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York and One Shot Seattle, giv-
ing regional bands exposure
onthe international indie mar-
ket. La Blogotheque’s English
and French versions average
7,000 hits per day.

“La Blogotheque has be-
come as relevant as aradio sta-
tion like [noncommercial]
KEXP [Seattle] or a magazine
like Mojo,” 4AD head of A&R
Ed Horrox says.

Helmed by Parisian produc-
ers Chryde (aka Christophe
Abric) and Vincent Moon (aka
Mathieu Saura), Take-Away
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Shows began in 2006 and
quickly evolved to include
dozens of artful videos. Popu-
lar clips include Arcade Fire in
an elevator in Paris, Vampire
Weekend in a tour van in Eng-
land and various street per-
formances by Beirut, which
commissioned La Blogotheque
to shoot a live video for every
song on its 2007 album, “The
Flying Club Cup,” a series that
is now available for viewing and
for purchase on DVD through
La Blogotheque’s site and fly-
ingclubcup.com.
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airing on blogotheque.net’s Take-Away Shows.

Profits are to be split 50/50
between La Blogotheque and
acts, but La Blogotheque has
yet to turn a profit. Most of the
videos are distributed free, but
Moon and Chryde are looking
into licensing content to French
labels and are also in talks with
Chunnel rail line Eurostar about
providing video programming
for passengers. The pair pay for
low-budget production costs
themselves, they say, with out-
side gigs producing Web
videos and blogs; Moon directs
traditional music videos for
such actsas R.E.M.

“We’re being careful about
what kind of deals we make be-
cause we want toretain edito-
rial control,” Chryde says. “We
don’t want to damage this trust

we have with the artists.”
Especially for lesser-known
bands, the series holds a valu-
able cachet as an online salon
for artists of select quality. “You
have to be at a certain level to
be considered,” says Danny
Barria, guitarist for the Big
Sleep, which recently filmed
two songs for One Take New
York. As well, compared with
traditional music videos, the
risk is minimal. La Blogotheque
assumes all production costs
and its one-take format cuts
down on shooting time.
“Here’s something an artist
candoinanafternoon,” says Ben
Goldberg, head of Beirut’s label
Ba Da Bing. “There are no over-
dubs or trickery, soit benefitsany
artist who plays welllive”  « .
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Gross ticket sales of $33,490,958 for the 17 shows
The largest gross for The O-
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Emma, Geri, Mel B, Melanie C, Victoria
Simon Fuller
Nicki Chapman & Everyone at 19 Entertainment
Jeff Frasco & CAA
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NEWS
FROM

>>>PEERMUSIC
SIGNS TREVI
Peermusic has signed
Mexican pop idol
Gloria Trevi to a
worldwide, multi-
album co-publishing
deal. The association
with peermusic began
with Trevi's 2007
album on Univision
Records, “Una Rosa
Biu.” The singer/
songwriter, whose
previous work is
published under
Vander/Edimusa, has
established Trevi
Songs under
peermusic.

>>>SNOOP PILOT
SET FOR COMEDY
CENTRAL

Snoop Dogg will be
the subject of an
animated pilot
ordered by Comedy
Central, which the
cable channel
unveiled as part of its
2008-09 development
slate. The still-
unnamed half-hour
show will be
executive-produced
by Snoop and Tom
Lynch, and will
feature Snoop as a 15-
year-old growing up
in1980s Long Beach,
Calif.

>>>LIVE NATION
TO BUY STOLL
ASSETS

Live Nation has
signed a binding
letter of intent to
purchase the majority
of late Florida concert
promoter Jon Stoll’s
live entertainment
assets. The deal
includes the 3,500-
capacity Mizner Park
Amphitheater in Boca
Raton, Fla., and the
2,900-capacity
Pompano Beach (Fla.)
Amphitheatre, as well
as the Fantasma
name, the company’s
current inventory of
shows and two music
festivals that
Fantasma produces.

Compiled by Chris M.
Walsh. Reporting by
Ayala Ben-Yehuda,
Antony Bruno, Leijla
Cobo, Ann Donahue,
Ken Tucker, Ray
Waddell and Reuters.

For 24/7 news and
b- analysis on your
| mobile device, go to:
mobile.billboard.biz

BY ED CHRISTMAN

BIGDEAL

Music & Money Symposium Focuses On Major
Investments, Fresh Revenue Sources

High-priced investments are still being
made in the music space, but on a se-
lective basis; and companies from all in-
dustry sectors are aggressively pursuing
new revenue streams. Those two mes-
sages came through loud and clear at
Billboard’s annual Music & Money Sym-
posium, held March 6 in New York at
the St. Regis Hotel.

Despite the industry’s trouble, Guy
Hands paid an 18-times multiple
when he acquired EMI late last year
for £2.4 billion ($4.7 billion), Zelnick-
Media partner Strauss Zelnick said.

In the robust concert sector, Anschutz
Investment managing director Steven
Cohen said his company is still devel-
oping arenas, which are considerable
investments. But the main opportunity
for such facilities lies outside North
America, according to Cohen.

Like other areas of the music indus-
try, the live performance sector is seek-
ing new revenue sireams, Ticketmaster
CEO Sean Moriarty said in a keynote
address. In Ticketmaster’s case, one
major growth area is the ticket resale

to grow 100% year over year.

While investors are still willing to
pay for opportunities in the music
space, the tight credit market often
leaves investors unable to leverage
deals to the degree that they would like.
Consequently, current deals don’t offer
the returns on investment previously
available, Sony Entertainment chief
strategy officer/Sony Corp. of Amer-
ica executive VP/CFO Robert Wiesen-
thal said.

But the tight credit market, he added,
leaves buyers who don't need outside fi-
nancing at a strategic advantage when
bidding for assets.

Among the day’s other highlights:
B BMG Label Group chairman/CEO
Clive Davis and president/COO Charles
Goldstuck said during a keynote conver-
sation that if they were just starting out
today, they would begin differently.
“We're in a multiproduct, multichannel
environment now,” Goldstuck said. “It’s
about vertical integration.” Later, Davis
reported progress on Whitney Houston’s
new album. “Four songs have been com-

holiday release.”

# The threat of lawsuits from major la-
bels has had a “chilling effect” on invest-
ment in the digital music space, accord-
ing to Greycroft partner Andrew Lipsher
on the “Show Us the Money” panel. He
said that his firm will not invest in a
startup that might have a potential rights
problem or might be the target of suits
by the big four record labels.

B The digitalization of the music indus-
try plays well in the indie-label sector, ac-
cording to Richard Bengloff, president
of trade group the American Assn. of In-
dependent Music. At radio, “indies get
10% of play at terrestrial radio, but in
nonterrestrial we get 39%,” he said.

B The majors see opporlunities in the
independent sector, according to Warner
Music Group VP of business develop-
ment Nat Pastor. With top album sales
declining, he said, niche genres are be-

BMG’s CLIVE DAVIS,
left, and‘CHARLES
GOLDSTUCK, right,
with Billboard’s
TAMARA CONNIFF
during the Music &
Money keynote.

# When Bug Music looks for acquisi-
tions, CEO John Rudolph said, the com-
pany sticks to smaller catalogs in the
$50,000-$1 million NPS (net publishers
share) range, because they are too small
to bring in the private equity funds or
the institutional lenders, or large cata-
logs with more than $10 million in NPS,
because the multiples at that end tend
to drop.

B While some question the high multi-
ples that publishing assets tradeat, “you
need to look at how often a great song
catalog surfaces for sale,” Sony/ATV
Music Publishing chairman/CEO Marty
Bandier said. When Sony/ATV looked
at the Leiber & Stoller catalog, he said,
it “offered some of the greatest songs of
the 1950s.” Later, Bandier said he was
baffled that Universal Music Group
would pay $2.1 billion for BMG’s pub-
lishing assets and yet push for lower me-

business, which the company expects

pleted,” Davis said. “We're on track fora

coming more important.

chanical rates. .

360 DEGREES OF BILLBOARD

LATIN WINNERS

Iconic nortefio group Con-
junto Primavera and socially
conscious Colombian rocker
Juanes will receive Billboard’s
2008 Lifetime Achievement
and Spirit of Hope Awards,
respectively. Both acts will be
honored during the 19th an-
nual Billboard Latin Music
Awards, airing live April 10 on
the Telemundo network.

Primavera’s Lifetime
Achievement nod coincides
with its 30th-anniversary cel-
ebration, which included a
sold-out show at Los Ange-
les’ Nokia Theater L.A. Live,
making Primavera the first
regional Mexican act to per-
form at the venue.

“It’s very important for us
to demonstrate that regional
Mexican music was some-
times relegated,” says Tony
Meléndez, lead singer for the
sextet. “We want to set a stan-
dard and prove that our music
is dignified enough to show
anywhere in the world.,”

Primavera has raised the
standard for regional Mexi-
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can music via tight, singular
ensemble work and Melén-
dez’s prodigious voice—per-
haps the best in the genre.
Today, Primavera songs air on
pop and regional Mexican
radio stations, arare feat. The
group, long signed to Fono-
visa Records, has had four
No. 1s on Billboard’s Hot Latin

Songs and 15 chart-toppers
on Billboard’s regional Mexi-
can airplay list, more than any
other act.

Colombia’s Juanes will be
honored with the Spirit of
Hope Award for the humani-
tarian work he does through
his Mi Sangre foundation. Cre-
ated in 2005 to aid victims of
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land mines in Colombia, the
foundation’s primary objective
is education, which it finances
and facilitates at many levels.
On the one hand, it helps vic-
tims finish their basic school
education and it also reincor-
porates them into the work
force by providing them with
vocational instruction in their
area of choice. Mi Sangre has
also expanded its reach and
last year launched programs
providing free preschool edu-
cation to Colombian
children. “It’s our way
of investing in a pop-
ulation that in 15 years
can choose whether
to pick up a gun or
have another mental-
ity,” Juanes says.

While the Latin
Music Awards are
based solely on chart
performance, the
special awards are decided
upon by Billboard’s editorial
board based on specific crite-
ria, artistic trajectory and
recognition.

JAPANESE CHARTS

A significant expansion of Bill-
board’s chart umbrella is un-
folding in Japan, where li-
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censee Hanshin Contents Link
has introduced four Billboard-
branded charts. Utilizing the
resources of SoundScan Japan
and radio tracking service
Plantech, HCL’s menu of Bill-
board Japan charts will ex-
pand soon.

The anchor of the four initial
charts is the Billboard Japan
Hot 100. Like Billboard’s signa-
ture chart in the United States,
which this year celebrates its
50th anniversary, the Billboard
Japan Hot 100 ranks popular
singles by tracking sales activ-
ity and radio audience data.

The initial offering of charts
also includes album and sin-
gles sales, provided by Sound-
Scan Japan, and radio chart
Hot 100 Airplay, provided by
Plantech. More charts, cover-
ing a diverse range of genres
and radio formats, will soon be
mined from those sources.

The Billboard Japan charts
launched Feb. 28 on the Web
site Tsutaya Online (www.tsu-
taya.co.jp) and will be updated
each Thursday. Tsutaya Online
is a branch of Tsutaya Corp.,
which specializesin Internet op-
portunities, including e-com-
merce, digital content sales, ad-
vertising and mobile content.

In time, HCL will roll out the
Billboard Japan charts to other
media platforms, including TV,
radio stations and portal sites.
Billboard also plans to add the
Biliboard Japan Hot 100 to bili-
board.com and billboard.biz.

Japan represents the sec-
ond-largest music marketin the
world, behind only the United
States, and is the sole country
among the leading global mar-
kets whose music business has
grown in recent years.

“These charts represent a
great opportunity to expand
the Billboard brand in Japan,
along with our related market-
ing activities,” says Seiji
Isozaki, manager of the com-
pany’s Billboard Contents di-
vision, who coordinated the
charts launch.

HCL began its relationship
with Billboard through the Au-
gust opening of branded
club/restaurant Billboard Live,
with locations in Tokyo, Osaka
and Fukuoka (billboard-
live.com). In October, HCL and
Dwango launched the official
mobile-based Web site Bill-
board Official, which offers
downloadable ringtones and
full-version downloads (bill-
board.dwango.jp).
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February 7,1974 - February 10, 2006

Since his passing, there has been an unimaginable amount of unauthorized use of Dilla
material. The beneficiaries of the Estate include Dilla’s 2 toddler children Ja’mya and
Ty-monac. When you circumvent the Estate, you deny Dilla’s children their rightful
inheritance. Preserve his legacy for his children

NOTICE:
THE ONLY PERSON LEGALLY AUTHORIZED TO EXECUTE TRANSACTIONS

OR MAKE ANY DECISIONS WHATSOEVER REGARDING THE COMMERCIAL
USE OF DILLAS NAME, MUSIC, MERCHANDISE, PHOTOGRAPHS, VIDEO
APPEARANCES, ARTWORK, ETC.; IS THE EXECUTOR OF JDILLAS ESTATE,
ARTHUR ERK. NO OTHER PERSON, INCLUDING FRIENDS OR FAMILY
MEMBERS OI' DILLAS ARE ENTITLED TO DO SO.

Please forward all inquiries to:

Executor

Arty Erk, CPA Or 1o manager for the Estate Attorney lor Estate
Wlodinger. Erk & Chianzis Jonathan Dworkin Micheline Levine, Esq.
CPA's. PLLC Room 1009 Dillalstate@gmail.com
Dillabstate@yweenv.com Dillalistate@room 1009.com

Please be aweare: there 1s no_foundation or fund authorized or sanctioned by the Estate to use of Dilla’s name, music or image.
‘The Istate has never aligned itself with any charity, nor has the Estate ever been consulled or approached regarding fundrarsing events,
walk-a-thons or irtbutes. If vou wish to donate your money, attend fundraising events, walk-a-thons or tributes. please verify that your

money is gomg to an LSSTABLISITED LR.S. APPROVIEED CHARITT (and not lo individuals).

www americanradiohistorv com
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Pop Goes
The World

Newbury Comics Targets Culture Vultures

Depending on your point of
view, this column is about one
of the industry’s leading retail
visionaries or another one of
them fool brick-and-mortar
merchants that refuses to read
the writing on the wall.
Newbury Comics CEO Mike
Dreese isnotonly planninga
new brick-and-mortar outlet,
which will bring the chain’s
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gin Megastore—are either
gone altogether or out of the
Boston market.

In the future, “we will likely
have six or eight superstores
and then smaller ones for mar-
kets that can’t support the su-
perstores,” he says.

Meanwhile, Dreese points
out that the chain’s No. 1
store is its Web site, which
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—MIKE DREESE, NEWBURY COMICS

store count to 29-—but it will
be the biggest one yet. The
store will measure 12,000
square feet when it opens in
Norwood, Mass., about 15
miles outside Boston, right off
the Route 128 beltway.

But don’t worry about
Newbury Comics’ strategic
direction. With revenue of
$80 million and coming off
a significantly profitable
2007-—which was up from its
returns in 2006—Newbury
knows what it is doing.

“Did | say it was a record
store?” Dreese asks. “It'sa pop
culture superstore.” Sure, it
will carry CDs and DVDs, but
the “other stuff” is where all
the growth is coming from, he
says. “Other stuff” includes
action figures, collectibles,
toys, dolls, sports clothing,
graphic novels, political air
fresheners, finger drum kits,
skeleton keys, Mr. Potato
Heads, Pez dispensers, sports
trading cards, bobbleheads,
iconic pop culture lunchboxes,
backpacks, belt buckles, coin
banks, key chains, puzzles and
thousands of other items.

He doesn’t consider the su-
perstore idea too much of a
risk, considering that some
longtime competitors—Ilike
Tower Records, HMV and Vir-
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did $8 million in revenue last
year. He expects the site to do
about $13 million in 2008.

Overall, Newbury Comics
is healthy with $6 million-$7
million in cash, and while it
doesn’t have bank debt, itisin
the process of “significantly
expanding” its bank line.

As the chain moves beyond
CDs and DVDs and more
strongly into trend merchan-
dise, there is a lot less vendor
financing available, Dreese ad-
mits, but the need to be flush
with cash never goes away. “We
anticipate strong sales, so we
will need more inventory—
and you have to finance it your-
self,” he says.

Trend merchandise brings
other issues along with it, in-
cluding dealing with nonre-
turnable goods. “There are
definitely mistakes to be made
and lessons to be absorbed,”
Dreese says. “Every quarter a
new ‘ha-ha!” comes up. After
we have dope-slapped our-
selves on the foreheads so
many times, we think we are
ahead of the other chains on
the learning curve.”

The company has $20 mil-
lion in inventory and carries a
$2 million reserve against
iterns that lose their appeal. For
instance, there is a lot less de-
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mand for “Buffy the Vam-
pire Slayer” role-playing
games than there used to
be, Dreese says.

As for his continuing
involvement in music re-
tail, Dreese recently al-
tended a NARM summit
on physical product. “To
me, the real take-away is that
if the labels want to succeed
in developing new music for-
mats or products, they should
work closely early on with the
retailers,” he says. “The sad
history is they come down
from the mountains and say,
‘Here is the product. Sell it.”
They tend 1o get information
from retailers after the horse

1§

has left the barn. It seems
sometimes that the last thing
they want is a dialogue.”

And in a day and age where
physical sales are getting harder
to come by, even when some-
thingis working, the labels tend
to get in the way of it, he believes.

“We just got a notice from
eBay that they are taking down
NewDbury Comics’ vinyl prod-
uct from listings because we
were willing to sell it into the
U.K..” Dreese says, adding that
eBay is merely respondingtoa
notice it received from the BPL.

None of the titles Newbury
Cornics was offering is being
pressed in the United Kingdom,
Dreese says, but even if they
were parallel imports, the man-
ufacturers won't acknowledge
thereis demand and figure out
how to enable that transac-
tion—Dby, say, making it subject
lo an extra 5% fee.

And that lack of foresight
is why the music industry has
a sales problem, Dreese says.
“Even the stuff that is work-
ing, they move to shut down,”
he says. “The majors would
rather sell a single track
download through iTunes
than an LP for $25.” oo

For 24/7 retail news

iz and analysis, see
" billboard.biz/retaii.
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Selling Yourself

Online Stores Help Labels Take Digital
Commerce Into Their Own Hands

| can’t imagine I’'m the only
person who, midway through
along jog around Central Park,
has yearned for the ability to
hear along-out-of-print indie
rock 7-inchonmy iPod.

But even if that wish
makes me a weirdo, a grow-
ing number of indie labels’
digital download sites have
begun to answer my prayers.
Merge Records became the
latest to join the field last
week with the launch of its
online emporium, which, ac-
cording to label president
Mac McCaughan, features
“high-quality MP3s and full
FLAC files of recent, older
and out-of-print titles, includ-
ing all the early Merge sin-
gles, as well as the Super-
chunk ‘Clambakes’ series.”
The store will also eventually
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SUPERCHUNK’S
catalog is flnally
online.

host exclusive tracks, remixes
and video content, in addi-
tion to the label’s catalog.
Given the wealth of op-
tions available to indies that
want to peddle their wares
online, why would a label
want to sink the time and
money into developing its
own store? Merge wouldn’t
divulge how muchit cost to
build its online store, but
did say that most of the
expenses were upfront. And
whatever profits it makes
will go directly to the label
and bands, Merge publicist
Christina Rentz says. “There
is no middleman taking
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fees, so we are the only
ones who benefit.”

The ability to promote
artists on label download
sites is also key. Rentz says
a “recommended artists”
feature on the Merge site—
similar to Amazon’s—will let
the label promote lesser-
known or older artists that
new fans might enjoy but not
be aware of.

Such sites can also help
foster a new ethic of digi-
tal-song ownership. After a
song is purchased at Sub
Pop’s download store,
launched in fall 2007, “you
can log on to your account
page and download it as
many times as you want,”
director of technology and
digital development Dean
Hudson says. “We are also

pr—

able to do things like auto-
matically upgrade songs
without any cost to the buy-
er once the song becomes
available at a higher bit rate.
And of course, all the songs
are [digital rights manage-
ment] free.”

Perks like those aside, driv-
ing buyers to a single-label
online store can be a chal-
lenge, especially if they are
used to purchasing all their
music from one, multilabel
outlet, such as eMusic or
iTunes. Def Jux, one of the
first indie labels to start a
download site, circumvents
the problem by making its

Web site and Web store one
and the same. “When we
drive people to the site, the
first thing they see is the
store, and it makes it easy for
them to just buy fromus,” GM
Jesse Ferguson says (Bill-
board, March 8).

Many other labels’ digital
stores are directly connected
to their online physical stores
as well, which allows users to
purchase T-shirts, CDs and
MP3s all at once. “We are
counting on our mail-order
customers being our early
adopters,” Rentz says. “Our
goal is to make it a real one-
stop shop.”

Most of those one-stop-
shop customers aren’t try-
ing toreplace long-lost discs
from their high school years,
however. In fact, label repre-
sentatives say the
bulk of their online
sales came from new
releases. “Our site
has been fantastic
for our newer rec-
ords, which is partly
driven by our pre-
order program,”
Beggars Group CEO
Lesley Bleakley says.

“Our highest
growth months
have always been
those with new re-
leases,” Ferguson
says. “They tend to
bring the most new
people to the site.”

Hudson notes a
similar phenome-
non: “People do dip into the
catalog from time to time,”
he says. “But in general, the
newer stuff sells.”

And when the newer stuff
does sell, it sells for pretty
much the same price it would
on iTunes. Merge will sell its
tracks for 99 cents each; Def
Jux’s albums are $9.95 each,
and Sub Pop’s are $9.90. Mc-
Caughan says he chose the
price structure for philosoph-
ical reasons: “Driving down
the price of downloads will
devalue the music.” e

For 24/7 indies news

biz and analysis, see
3 billboard.biz/indies.
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QUESTIONS

with GARY CHURGIN

by SUSAN BUTLER

As CD sales continue to decline worldwide and digital sales have not yet made
up the difference in revenue, it might seem that a mechanical rights agency would
be feeling the Joss as well. But the Harry Fox Agency is reporting a 3.4% increase

in collections in 2007 over the prior year.

And the increase is not just due to collecting past unpaid royalties after con-
ducting royalty compliance examinations (audits). In addition to $361.2 million
in collections, HFA recovered another $21.1 million after conducting the exams.

HFA president/CEO Gary Churgin explains the numbers.

To what do you attribute
the increase in total 2007
license collections of
$361.2 million?
We’ve honed the tools that
give us sales information to
improve our collections
process. We are very diligent
in tracking and collecting on
a current basis. We use appli-
cations created in-house to
compare sales data against
what has been reported to
HFA to date so we can then
pursue any discrepancies on
a current basis. Our abilily to
locate what’s going on in the
marketplace—looking at

[Nielsen] SoundScan, Bill-
board charts, press releases
about hits, any piece of mar-
ket intelligence that we can
get our hands on—makes us
that much more effective.
We've also changed our roy-
alty examination process so
that licensees are being re-
viewed more frequently than
in the past.

How much of the
collections came from
foreignuses?

We collected almost $2.9 mil-
lion in royalties through our
reciprocal agreements with

30 mechanical
rights societies
around the world.

You report that about
50,000 of the 1.5 million
licenses HFA issued in 2007
came through your Web-
based licensing system
SongFile, which generated
about $4.4 million in
royalties. Are more people
using this service now?
Word-of-mouth and industry
buzz has helped. We con-
ducted a user survey to make
the experience easier and
SongFile better to use. You can

use a credit card or pay from
your checking account. We're
probably the most proficient
in providing licenses for lim-
ited-quantity users, and we're
beginning to see there’s more
of a market for these licenses
—for as few as 25 copies and
as much as 2,500 copies. And
last year was the first year we
did this commission free.

Of the 1.5 million
mechanical licenses that
HFA issued, 82% were DPD

licenses for digital uses like
permanent downloads.
Does this figure include
interactive streams and
limited downloads for which
rates have notyetbeenset?
Yes.

Last summer, you
mentioned that HFA wanted
to start representing
publishers to issue synch
licenses. Have you begun
issuinglicensesyet?

To date we haven’t. We're still
trying to gain traction to find
users who would be able to
adapt to our approach and
make an offer to our affiliates.
We want to create a simple ap-
proach, almost like a rate card,
where a particular user would
define a series of synch uses
with rates they are willing to
pay. We would take them to
publishers, and they would
have the opportunity to opt in.

Why does HFA partici-
pateinindustry events?
[t raises people’s conscious-
ness about licensing and
mechanical rights. There’s
a fair number of people who
don’t do things correctly as
an act of omission, as op-
posed to an act of commis-
sion. Whether it’s a panel or
a session for a group of
users or publishers, those
events give us a visible face
to the community, which is
very important. Whether
[talking about] licensing
tools, online tools available
to our affiliates or approv-
ing license requests, we
view this as an extension of
an education and awareness
program. It really isn’t your
grandmother’s Harry Fox
anymore. We believe in
being as inclusive as we can
so they understand the serv-
ices we provide. o

Kiss Pesky Bills'Bye-Bye.
The BILL B. GONE LOAN from First Entertainment Credit Union helps you consolidate credit card

bills, department store bills, and more. Apply today at 888.800.3328 or members can apply online
at firstent.org for a 24/7 quick loan decision. Rates as low as 8.9% APR*

Loan omoypy:

Up 1o $20,00

' Rates as Joy as: | 8.9% App+

| e onsolidare Your bills socly 1y

FIRST ENTERTAINMENT
CREDIT UNION

An Alternative Way to Bankp,

*APR = Annual Percentage Rate. 8.90% is the preferred rate for loan amounts of $5,000 to $20,000. 11.90% APR is the preferred rate for loan amounts of $2,500 to $4,999. Not all members may qualify for the preferred rates; other rates and terms may
apply. All loans subject to credit approval. Loan offer valid January 1, 2008 through March 31, 2008. Loan proceeds may not be used to refinance existing First Entertainment Credit Union loans.
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DIGITAL BY ANTONY BRUNO

Canceled Subscriptions

As Big Players Leave The Model Behind, A Road Map For The Future

Yahoo's decision to throw in the
towel on its much-hyped music
subscription service was just the
latestin a string of capitulations
in the last 18 months that in-
cluded such musicand Internet
giants as MTV, Virginand AOL.

“These were the guys who
could have ushered in the dig-
ital distribution age to con-
sumers,” says one digital media
insider with close relationships
to several of the now-defunct

companies
made it
quite diffi-
cult. And
now some
have decided to just exit the
business, and they’re never
coming back.”

That leaves Napster and
Rhapsody as the lone two rep-
resentatives of the first gener-
ation of subscription services.
The next generation consists of

Ad-supported free streaming may be one way to bolster
the struggling subscription services business. According
to Jupiter Research, the want for on-demand streaming
services doubles when user groups are given an ad-

supported alternative.

. Prefer Ad-Supported

Service
Interested In Paid
Subs’n Service
21%
15%
12%
N =
Music Aficionados Freeloaders (D Purists Online Users

services. Now that they're gone,
the music industry has no one
to blame but itself.

“The business rules were
complex, the economics
weren't friendly, and as a con-
sequence they didn’t want to
invest a lot of money in mar-
keting, so the business didn’t
scale the way they thought it
would,” he continues. “Instead
ofembracing them, the record

smaller startups like SpiralFrog
and Slacker that are incorpo-
rating various facets of the sub-
scription model, but these
upstarts have nowhere near the
installed base of users that
MTV, Yahoo and AOL had
when they entered the space.
But even with this thinning

of the competi-

tion, those still

in the game -~

WIRE-FREE
SOUND

other audio source.

Speakers, speakers everywhere. Put
them in the bedroom, by the pool,
on the deck. . .and stream music to
them from virtually any source. And do it wire-free.
That’s the promise of wireless speakers, and is the
heart of the new wireless indoor/outdoor speakers
from Mark Feldstein & Associates. The included
music transmitter uses a 900 MHz digital hybrid
technology to send music through walls and floors
up to 150 feet away, and can connect to virtually any
MP3 player, sound system, computer, boombox or

Splash-resistant finish protects them from the ele-
ments. AC power adapters for the transmitter and the
speakers keep the batteries from running out. They
are available now for $100.

—Antony Bruno
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can expect a
few more
tumbles along
the way—particu-
larly acquiring enough users
to stay in business.
According to a recent For-
rester Research report, the mar-
ket for subscription services is
expected to grow to $459 mil-
lion by 2012. Analyst James
McQuivey says only 7% of U.S.
adult Internet users have ever
tried subscription services,
only one-third of those think
it's a better value than a la
carte, and only 18% reported
recommending the service to
others.

Those servives that remain
will have to rely on more than
resilience, determination and
optimism to deliver on their
promise. Here’s what'll help:

Label support: Despite the
lip service given to the “guar-
anteed reoccurring revenue”
that subscriptions offer over a
la carte sales, many label bean
counters still see subscription
as a threat to CD sales and
aren’t yet ready to wholeheart-
edly support them. You'll know
when that changes because la-
bels will suddenly 1) lower their
licensing fees, which would
allow services to offer either a
lower monthly fee or a
_* free, ad-supported ver-
sion while freeing up
more cash for market-
ing; 2) drop digital
rights management
{DRM) restrictions on
any a la carte sales
made; and 3) provide
exclusive, promotional as-
sistance and other incentives
to help drive music fans to
these services.

Embrace downloads: One of
the biggest mistakes subscrip-
tion services make is dismiss-
ing the a la carte download
model as a short-term solution.
They keep waiting for the day
that the public suddenly starts
treating music like a service
and not a product.

But the only way to teach old

dogs new tricks
istodosoon fa-
miliar ground.
One
iTunes does so
well is that it offers a new
format of music (digital) in a
way people already understand
(ownership).

With DRM being phased
out; Napster and Rhapsody will
soon be able to sell full songs
in a format that works on the
iPod. They should limit the sub-
scription element of the serv-
ice to PC and other in-home
devices and embrace down-
loads as their portable option.

reason

Social networking: Subscrip-
tion services need to integrate
with social networks because
that's where the people are. Any
music service trying to launch
today without an existing user
base will have a tough time at-
tracting paying customers. The
licensing fees and marketing
costs are just too high. Butcre-
ate a service designed for an ex-
isting network like MySpace or
Facebook, and the opportunity
is much greater. Just ask iLike.

Advertising: Try as they might,
subscription services still can’t
shake the “rent vs. own” argu-
ment. Consumers still balk at
paying $10 per month for
music that will vanish if they
stop paying. Making the serv-
ice free—for streaming, at
least—and charging only for
downloads would likely solve
that problem, as long as the ads
weren't overwhelming and li-
censing rales low enough to
make it profitable. The service
best meeting this model loday
is imeem, although it links to
iTunes rather than sell tracks
itself, followed by Last.fin.

Mobile: Mobile music down-
loads, due to high prices and
clunky user interfaces, are nary
a footnote in the overallala
carte downloading trend.
Adding unlimited access to
music for a flat monthly fee
tacked onto the phone bill
would be a winner, but only if
U.S. wireless operators figure
out how to offer that without
breaking the bank on transmis-
sion costs. oo

_ For 24/7 digital news
blz and analysis, see
3 billboard.biz/digital.
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BITS & BRIEFS
GOTTA HAVE FAITH
Faith Hill has joined the
Stardoll virtual world. The
online community design-
ed for 9- to 17-year-old
girls focuses on “fame,
fashion and friends.” Hill is
adding a “virtual closet”
where she will display her
favorite clothes for fans to
check out, the video for
“Red Umbrella” and pro-
motional photos in a vir-
tual suite. Stardoll receives
7 million unique visitors
per month worldwide. The
service previously wel-
comed Avril Lavigne.

where acts can upload their
music to a site where the
label’s scouts and execu-
tives can then stream the
songs from any phone. The
contest will run through
September, with winners
receiving special promo-
tional assistance and a po-
tential record deal.

SURROUND SOUND

Ministry of Sound TV has
agreed to make its cata-
log of music videos, inter-
views and other content
available to the Blinkx
Web video search en-
gine. Blinkx will add con-
textually relevant adver-
tising to the footage, and
the two companies will
share the resulting rev-
enue. A MoS TV spokes-
man says it is the first of
several efforts throughout
the course of this year to
make the company’s con-
tent more interactive.

HOT RINGMASTERS..

PHONINGITIN

Aspiring artists can now
issue demo tapes to urban
record label Element 9
Muzik over the phone via a
new service called Dial-a-
Deal. Through a partne<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>