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D. Important Notice And Cautionary Statement

The historical financial data relied upon in prepaning the Plan and this Disclosure Statement 1s based upon the
Debtor's books and records. The liquidation analysis, estimates, and other financial information referenced in this
Disclosure Statement or attached hereto as exhibits have been developed by the Debtor with the assistance of its
professional advisors. Although these professional advisors assisted in the preparation of this Disclosure Statement. in
duing so such professionals relied upon factual information and assumptions regarding financial, business, and
accounting data provided by the Debtor and third parties, much of which information has not been audited. The
professional advisors af the Debtor have not independently verified such information and, accordingly, make no
representations as to its accuracy. Moreover, although reasonable efforts have been made to provide accurate
infarmation, the Debtor has not conducted an audit of its finapcial books and records since the resignation of its officers
and directors in March 2000. Accordingly. the Debtor cannot warrant or represent that the information in this Disclosure
Statement, including any and all financial information, is without inaccuracy or omissions, or that actual values or
distributions will comport with the estimates set forth herein.

"( $* 2 WFIF F "( F1134162(° !5

Kokinakis said the walkout, which was never explained publicly, simply came down to a fight between
shareholders and management. "We had exhausted our funds," he said. "Management hoped to sell to
avoid bankruptcy, while the shareholders thought we shaould hold out for a better deal. So we left.”

According to Kokinakis, he's applying some lessons from the Aureal ordeal to his new paosition at Aura
Communications.

Aura now uses a fabless model, while Auresl contracted with foundries to build and sell its audio
components to companies such as the now-defunct Diamond Multimedia. That got Aureal into trouble,
Kokinakis admitted, when Aureal began building its own add-on cards and shipping them te Diamond to
resell. Aureal later took the plunge and started building and selling its cards under its own name.

In retrospect, Kokinakis said that strategy was a mistake.

"Had Diamond not folded, we could have done it," Kokinakis said. "But I think we were too greedy in
that transaction. We were trying to build a brand, but I think we might have been better off in revenue
sharing."

Still, Kokinakis said, the management team faced an uphill battle from the beginning. Aureal was formed
from the ashes of Media Vision, an add-on card manufacturer that underwent a complete management
and technology overhaul after its executives were indicted for fraud in 1998, Steven Allan, the ex-CFO of
Media Vision, was found guilty of five counts of wire, mail and securities fraud last year following an

eight-year investigation.
"It was almost impossible right from the beginning,” Kokinakis said. "We just ran out of gas.”

Copyright (c) 2005 Ziff Davis Media Inc. All Rights Reserved.




)5 3 +'.2$$67 8 98 0

23
2 The Reorganized Debtor's Board of Directors and Management
26 o
a. Composition of the Board of Directors.
7
27 As of the Effective Date, the initial Board of Directors of the Reorganized Debior shall consist of three (3)
I8 members, including Richard Masson, Kenneth Liang, and Gloria Noh. Each of these Directors is currently a director of
- HENNIGAN. BENNETT & DORMAN -24-
AMENDED DISCLOSURE STATEMENT IN SUPPORT OF DEBTOR'S
SECOND AMENDED PLAN OF REORGANIZATION « CASE NO. (0-42104-T11
[
the Debtor. After the Effective Date. the terms and manner of selection of the Board of Directors of the Reorganized
I 1l Debtor shall be as provided in the Amended and Restated Articles of Incorporation and the Amended and Restated
s Bylaws.
3 +'.2%%67 8 98 0 , % *%



#$! % !

& $ () %%
! #
* +’ -
. / 0 /1230 /* 45 !
16'" 65 .0
I/ 17 3 | ,
$ % & $" & () & *)(
& ) ") o+
A 3 /. 8 I 7 9 9
)($7 .3 1 . o 8 %
"x &&; 16%"65 . /1. /
<99$ "', = /I 7 7 /
%", 17 0 7 3 /. I .
8/ I /i 8 / /
/| 8 |/ %"
%8 |/ /. / 8
3./ %™ I/ / 8
7 / 7 8 / / | 7 >38,
& /| &
% &
30 /* /
/ . 8 /| 8 17
/| 817 . I g8 ? /7 '
/ 8 /| |/ . 8 I 17 7 21
8/ 7 I 2?11 ?2 1 /
/8 / 3 /.
/ / > 7 8 30 /*
8 A e
. / 2%:"48 8 @ 8 77 /
/7 18 |/ , %"* /. %:",
" %" . 8 /I + 9AMA /" " 0, 3/ >

* 01 l I 01 / "1 Ol
' /1 Il B%" 1)'™3C() 3 /.






S

/ 8 |/ HE F)
G,
/ 7 17 / E F)
G8 8 7 / .,= 8 0o /
7 ! 15 D " !
(FE/ #$ 9 1%, , $F5, (
5 % & & % & & "
)
1"
2 & 5
- 6 785889 15D . 8 /1
8 8 ? D
?1/ 7 I /!
> 8 /8 J
15 .7 > /
K
15 > /
. K
15 > 8 / > 8
/
7 1 . ( .
- 678889 3 % 8 15
[ /! | 7 /| )
. 7 . . ,175 8
7/ 8 / . |7 8 /7
| /! ) 7 .,
- 67858891 . ! " 8 > 8
| /! 7 /
/ / /
- 6785889:/ % '8 > 8/
L7 7 I/
! !/ .7 >>18
?/ ) /
| /! 7 |1 .
71
- 6 7858 89 &
-AA888, , A Al A A#HF ./,



- 6785889
[ 7/ 7

17

- 6785889 =8

& & &
"% % >
% &

&

18 0<<
1758

> 8 /

Hs8 7LL ./

7
K15 &
7

&
I

&

< $(9, !

&
E /
8 8

$9.,5= -

7

7
LT

I T FL,,<

& &

& 0

* Op ! &

/
7
. $9(
/

<$(F," *

12 ?2.3?21

/

5 - 7?51

&8 7

, 3% .

8 7

SN

, $9(

I

&8

, $%

15

)



1# (5 (#4$! E

8 L/ /7 8 /
7> .. |/ / 8 > 8
7 / / / )
91 8 . [/ > 8
D7 . > 8
7 7 | 8 . / 0
8 L/7 88
8 /[,
91! Y I7 >
/ 8 8
8 7.1 1 / / ..
/ 0O 8 L/7 8
91! 8 >8 7> .. /
8 7 7.1 1/
0 8 L/7 88
8 7 7 [/
I,
|
"H$% &# ' ( )<+
OG-+ (-
% J 0 I'$ # 12
# 4
. 8 3; ), Ay
7 / 0 8 17 1
/] .. D D7 [/ [ID.[/l
/ A /
/ /| 8, E /
!, 8 |/
! / [/ 16! 657
3. / / , o
9 17 7 ! / D /A
A I D. !
L&/ * H * 1 5(0O# K/
E 3 3 8 8 !



) > 0 ) &) "
| > @ 8 /
/A - ) > 7. 7> 8
/ > / 7 >8
7/ > > 8 K />
> /1 A /8 ! ’
E D. [/ :
(> @ |/ /1 ' 8 > -
&/ &7 /0 7 171 7 >
A / > 8 7 3.1
/ / /| 3;,) 78 D [/ ! ,
I / / > . /
. F > / 7 > D
/ / 7 7>
D > &/ &7 /0 7 17/ >, 7
/ / 8 > 8/
| / / 8 [ ! 8
I 8 / ;
g 0 & &0" . % " & %
’ ! 8 /
33 ) 0 )) > 1/. .;5K
8 I, /1 /
/7> >,
.,/ 1 D / > /8
/ ,
, 7 2 /2
8 8 , %*@ 0 /3;,) 8 [/ /
8 '
#, / /| 73.1 I 2
/2
> 8 |/ ! I
3 /. B%" 3)'™3C(
F %*@ 887 [/ -2 DI . /0
6 |/ 7D6 / /. 0> []
@7D@ / 8 % /. /
$ > . 7> . /| >8 > /7.
3 / / / 8 /
8 > 71 1 [l
3 ) / 0 2 7
/ ' M

74

%II*

I

~N O



(E . . B%" 3)'"3C()

( ! 8 FL!, 71
/8 / /
FIl,,< : . 8 0 / 8 8 /
71 81 |1 8 /
/ %" > > /
. 8 8 / /[
D [ 7 .7 / /
D > 8/ , |
"# $% & [ '"# $()* A
8 .7 !
6
! 15 ! D $# /13 ) / / 0
G $% &' ( 8 -
, :
, /,
, / / / / /. 71 |,
0 G/ 7 0 !
o /7 .7 . ' / !
M 7 / . 7 / , %
@ . && 5 5 %% 0O @5 &. &&3
< '8 .9 09-
+)'"(-.-"1 0 - 1 -
* v/ +
TE/ + F G 8 / 8 !
/] , . / /
/1 / =10 |/ /1 -
2) x 1* -
o # 4!
/ / > /| I D 1)
, ! 8 /1 > [ 7 &1 &7 /
o 7 '7/ , > o // 7 7
.. . o A/ | - > !
8 / / 8 |/ /
8 / / /1 /. 8 /
/0 / =DE @ D 8/
7 D 7 8 /8 7 . D .
7 .7 .,
: / S D7
#1! B%" 3)'"3C() ' $



17

F)G 8 /I 7+ F ! E == G [ '
7!+ * % 3 8 /8 ! D
21 )E45, * . 8 - &22 2,

! I 717 /1 FIL!,, <
LT , E3+ 7)(8 /[ + 9 71! +
: ND7 O1 21 )E45, 'V )E ./
IYE 7 / / 8 ..
8 8/ , +,& [+,=8 > . / /
. , I+ 8 . W 12

, / / ! /8 /18 P

% | 8 /| [1)E I1)E,

D! [/ D [/ FILI, < 17

Il



' % * ! ! &_ * *
! > / - > /1 /
/ , E IYE /! )E 8 17 /
/ + E/ /] E |/ ,
7 8
9 / 7 # ‘2 13
1 # 2 %1 %
3 & % % &
7 ! / %"* 8 8
/ A / D ,E 8 /
A . ,
56 %7% . $8!
40 & % ( & (&" ? >0
% + &34 & &"
/ / 7 %" [; /
, 0 )/ 8 2
4F
1)- & > 2& * 05 '2 &
7 > %"* 8 )
/ / . 8
> /7 L ,! . 8 7>, FLL,<(
.7 , E FILL,< (. 7 [
A [ , ) /.
/. 8 / 7 / 7 , 7
/ I FLL,<( | > 8
D ,
/| & & 3
%"/ / Q# o A/ |
> 8 > 7 .8 /
/81 L . / 0/ , %"
[ [ 1. / , =
) Il 8 / 7 o /
/ D [ 7 %"* / /
7 D / :
F! 30 /* D7 . # )



D. / r .
I [ 73./1 ,!
7 %™ [ | / =D E
8 7 1 / / D 8
8 I , 3 1 .
. 7 V] 8 .11 [I.
@ |/ / 8 . [/
oo [ %™>. [ [ [ ] 8
/ / 8 7 %" |/
8 / 17" 8 I
%"* /
/ 7 /1 /17 8 7
/ K / Il
/ /18 1 /
%"* D. / ‘& E3=";

SO [

RRRRRRRRRRRRRRRRRRRRRRRRR
* [ H* .

I1* ! =#F,./

-0

8

/



12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

UNITED STATES BANKRUPTCY é-?e?
&%%(m &k
NORTHERN DISTRICT OF CALIFO EAL};COUR?_
Ok,

Nig

In re No. 00-42104 T
Chapter 11
AUREAL, INC., etc.,

Debtor.
/

MEMORANDUM OF DECISION

The fee application of PriceWaterhouseCoopers LLP (“PWC”) (the
“Second Fee Application”) seeking final allowance of $245,15%9.50 in
fees and $48,157.48 in costs came on for hearing on April 26, 2002,
The Official Creditors Committee (the “Committee”) objected to the
Second Fee Application (the “Objection”), requesting disallowance of
at least $121,332.75 of the fees requested and all of the costs for
a total reduction of at least $169,490.23. The Court has reviewed
all of the evidence and argument presented by the parties. Moreover,
pursuant to its independent duty to scrutinize all fee applications,
the Court has reviewed the entire case file. Based on its review,
for the reasons specified below, the Court concludes that all fees
and costs requested by PWC should be denied, that the order approving
its retention should be revoked, and that PWC should be ordered to
disgorge the $94,735.36 balance of the retainer received pre-

petition.
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Regulation S-T.
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ut unreasonable effort or
Rule 12b-25(b), the
riate.)

I in Part Ill of this form
ble effort or expense.

port, transition report on
AR, or portion thereof will
ay following the prescribed
or transition report on Form
filed on or before the fifth
date; and

it required by Rule 12b-25(c)
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NARRATIVE

STATE BELOW IN REASONABLE DETAIL THE REASONS W
20-F, 10-Q, 10-QSB, N-SAR, OR THE TRANSITION REPORT
FILED WITHIN THE PRESCRIBED TIME PERIOD. (ATTACH EX

On April 5, 2000 (the "Petition Date"), Aureal
voluntary petition for relief under chapter 11 of t
United States Bankruptcy Court for the Northern Dis
Division, Case No. 00-42104-T11. Since the Petition
continued to operate its business as a debtor-in-po
case is pending. Specifically, the Company has spen
resources addressing the many pressing issues assoc
filing, including, without limitation, addressing i
transitioning to operating as a debtor in possessio
cash collateral, assembling documents and informati
enable due diligence by potential purchasers, and n
of the Company's assets. In addition, prior to the
2000, all of the executive officers and senior staf
resigned from their employment. Thus, along with th
bankruptcy, the Company also has been faced with re
personnel.

In light of the recent bankruptcy filing, as w
management, a diversion of the Company's scarce res
critical operational duties and responsibilities in
Quarterly Report on Form 10-Q (the "Report") would
and expense. As described above, since the Petition
required to focus its limited remaining resources o
of the Company. Moreover, the Company, which at its
people, presently has approximately 32 full-time em
performs senior executive management functions. The
finance and accounting staff also has been reduced,
devote substantially all of its time to the mainten
operations, preparation for the potential sale of t
administrative burdens of the chapter 11 case. Furt
reduction in personnel has required the remaining m
management team and finance and accounting staff to
responsibilities previously handled by others. As a
unable to allocate the personnel necessary to prepa
Report in the time prescribed.

The Company is submitting a letter to the Secu
Commission (the "Commission") requesting confirmati
any member of its staff,

12b25-2
<PAGE> 3
will not recommend enforcement action against the C
implements, in lieu of the periodic reports require
modified reporting procedure. Absent such relief fr

Company will endeavor to file the Report within the
the prescribed due date.

PART IV
OTHER INFORMATION

(1) Name and telephone number of person to co
notification.

Steve Mitchell

(Name) (A

(2) Have all other periodic reports under Sec
Securities Exchange Act of 1934 or Section 30 of th
1940 during the preceding 12 months or for such sho

HY FORM 10-K, 10-KSB, 11-K,

PORTION THEREOF COULD NOT BE

TRA SHEETS IF NEEDED.)

Inc. (the "Company") filed a
he Bankruptcy Code in the
trict of California, Oakland

Date, the Company has
ssession while the chapter 11
t considerable time and
iated with the bankruptcy
mmediate business issues,
n, negotiating the use of
on to prepare Schedules and
egotiating a potential sale
Petition Date, on March 24,

f members of the Company
e difficult transition into
placing its key management

ell as the loss of its senior
ources and personnel from
order to timely file the

require unreasonable effort
Date, the Company has been
n continuing the operations
peak employed over 144
ployees, only 1 of whom

size of the Company's

and the remaining staff must
ance of the remaining

he Company's assets, and the
hermore, the drastic

embers of the Company's
assume tasks and

result, the Company is

re and properly review the

rities and Exchange
on that the Commission, or

ompany if the Company

d under the Exchange Act, a
om the Commission, the
fifth calendar day following

ntact in regard to this

(510) 252-4245

rea Code) (Telephone Number)

tion 13 or 15(d) or the
e Investment Company Act of
rter period that the
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registrant was required to file such report(s) been
identify report(s).

The Annual Report on Form 10-K was due to be f
Aureal Inc. submitted a Notification of Late F
Report on April 4, 2000 in paper form, and on
form.

(3) Is it anticipated that any significant ch
from the corresponding period for the last fiscal y
earnings statements to be included in the subject r

If so: attach an explanation of the anticipate
and quantitatively, and, if appropriate, state the
estimate of the results cannot be made.

Aureal Inc.

(Name of Registrant as Specified

Has caused this notification to be signed on i
thereunto duly authorized.

Date May 16, 2000 By /s/ Steve Mitchell

Steve Mitchell, Chief Opera

Instruction. The form may be signed by an ex
registrant or by any other duly authorized rep
title of the person signing the form shall be
signature. If the statement is signed on behal
authorized representative (other than an execu
the representative's authority to sign on beha
filed with the form.

ATTENTION

Intentional misstatements or omissions of fact
violations (see 18 U.S.C. 1001).

GENERAL INSTRUCTIONS

1. This form is required by Rule 12b-25 of t
Regulations under the Securities Exchange Act of 19

2. One signed original and four conformed co

amendments thereto must be completed and filed with
Commission, Washington, DC 20549, in accordance wit

Rules and Regulations
12b25-3
<PAGE> 4

under the Act. The information contained in or file
a matter of the public record in the Commission fil

3. A manually signed copy of the form and am
filed with each national securities exchange on whi
the registrant is registered.

4. Amendments to the notifications must also
need not restate information that has been correctl
be clearly identified as an amended notification.

filed? If the answer is no,

[1 Yes [X] No

iled on April 3, 2000, but
iling on Form 12b-25 for that
April 27, 2000 in electronic

ange in results of operations
ear will be reflected by the
eport or portion thereof?

[1Yes [X] No

d change, both narratively
reasons why a reasonable

in Charter)

ts behalf by the undersigned

ting Officer

ecutive officer of the
resentative. The name and
typed or printed beneath the
f of the registrant by an

tive officer), evidence of

If of the registrant shall be

constitute federal criminal

he General Rules and
34.

pies of this form and
the Securities and Exchange
h Rule 0-3 of the General

d with the form will be made
es.

endments thereto shall be
ch any class of securities of

be filed on Form 12b-25 but
y furnished. The form shall
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5. Electronic Filers. This form shall not be
unable to timely file a report solely due to electr
unable to submit a report within the time period pr
in electronic filing should comply with either Rule
Regulation S-T or apply for an adjustment in filing
of Regulation S-T.

12b25-4
</TEXT>
</DOCUMENT>
</SEC-DOCUMENT>
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