THE
ESPRESSO BOOK

MACHINE® CHANNEL
FREQUENTLY ASKED QUESTIONS

OVERVIEW

What is the Espresso Book Machine®?

The Espresso Book Machine® (the “EBM”), a Time Magazine “Best Invention of 2007,” provides a revolutionary direct-
to-consumer distribution and print model for books. An ATM for books, the EBM automatically prints, binds, and trims on
demand at point of sale perfect-bound library-quality paperback books with full-color covers (indistinguishable from most
books on a bookstore shelf) in minutes for a production cost of a penny a page. The EBM’s software assures the security
of publishers’ titles, automatically tracks all jobs, and remits all royalty payments. The EBM makes it possible to distribute
virtually every book ever published, in any language, anywhere on earth, as easily, quickly, and cheaply as e-mail.

How does the Espresso Book Machine® fit within the Lightning Source™ POD Strategy?

The EBM is a revolutionary new technology that allows Lightning Source publishers to offer their titles to consumers
through a new, fully distributed channel of distribution at point of sale, on demand, in minutes. Lightning Source customers
can participate in this program without incurring any additional costs.

How can a publisher participate?

Publishers interested in participating will be asked to sign an addendum that will give Lightning Source permission to make
your titles available through the EBM channel. Let your Lightning Source™ sales representative know you are interested
and they will send you the proper paperwork to get started.

How will publishers benefit by offering their titles for purchase through the Espresso Book Machine®?
Using the EBM channel, publishers will:

e Sell more books in any language

Expand your back-list

Reach a vastly wider audience

Eliminate all returns

Increase profit margins by eliminating delivery costs and returns

Reach regional localized markets

Ensure in-stock availability at all times, anywhere

Streamline the import and export of books by avoiding costly fees and tariffs that are typically incurred when shipping
physical copies internationally
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Gurrent Espresso Book Machines® locations

To date there have been 22 EBM installations, with many more planned:
World Bank InfoShop, Washington D.C. (Exhibition only in 2007)
New York Public Library, New York, NY (Exhibition only in 2007)
New Orleans Public Library, New Orleans, LA

Internet Archive, San Francisco, CA

University of Michigan Library, Ann Arbor, MI*
Northshire Bookstore, Manchester Center, VT
University of Alberta Bookstore, Edmonton, AB, Canada
McMaster University Bookstore, Hamilton, ON, Canada
Newsstand UK, London, England

Library of Alexandria, Alexandria, Egypt

Angus & Robertson Bookstore, Melbourne, Australia
University of Waterloo Bookstore, ON, Canada
Blackwell’s Bookstore, London, United Kingdom*
McGill University Library, Montreal, QC, Canada
Brigham Young University Bookstore, Provo, UT*
Harvard Book Store, Cambridge, MA*

University of Arizona Bookstores, Tucson, AZ*
University of Missouri Bookstore, Columbia, MO*
Village Books, Bellingham, WA*

Third Place Books, Lake Forest Park, WA*

Schuler Books & Music, Inc., Grand Rapids, MI*

J. Willard Marriott Library, University of Utah, Salt Lake City, UT*

*The asterik indicates current models capable of receiving Lightning Source data feed.

Coming soon:

Baillieu Library, The University of Melbourne, VIC Australia — Fall 2009
Boxcar & Caboose Bookshop and Café, Saint Johnsbury, VT — Fall 2009
Books Inn Inc., Miramichi, NB Canada — Winter 2009

Oscar’s Art Bookstore, Vancouver, BC Canada — coming 2010

How many more Espresso Book Machine® installations are planned for 2009?
Current plans include multiple new installations at universities, bookstores, and other retailers in North America and around
the world. See prior list for future locations.

How will a Lightning Source™ publisher partner be compensated for books sold through the EBM network?
Compensation to a Lightning Source™ publisher for EBM sales will be identical to the publisher’s current compensation
model. Revenues for books sold are collected at the point of sale. On Demand Books will remit to Lightning Source™ a
portion of the monies for books sold. From these monies, Lightning Source™ will then compensate its publishers through
standard publisher compensation formulas (wholesale cost, less print charge).

What is the cost for publishers to participate?
There is no cost for existing Lightning Source publishers to participate and make current titles available.

When does the Espresso Book Machine® Lightning Source™ channel go live?
Lightning Source™ is actively signing up publishers for the EBM network. The channel officially went live on May 29, 2009.



CONTENT

How many titles are available through the EBM network?

With publisher permission, the EBM will be able to deliver at point of sale a portion of the 1,000,000 titles in Lightning
Source’s™ digital inventory. In addition, the EBM network includes over 1,000,000 public-domain titles available through a
partnership with the Open Content Alliance.

Can a publisher select the titles that are made available through the EBM network?
A Lightning Source™ publisher can select as many or as few titles as they desire for this program.

Can a publisher that does not have an account with Lightning Source opt to participate in the EBM channel only?
No, publishers wanting to participate in the EBM channel must go through the application process and select our Wholesale
Distribution model to be able to take advantage of the EBM channel. Publishers cannot opt in to the EBM channel only at
this time; however, this capability may be supported in the future.

Are there restrictions to book types available through the EBM network?
The EBM 2.0 produces perfect-bound books. Publishers with Lightning Source™ will only be able to provide titles that
meet specifications for perfect-bound books. The EBM 2.0 does not produce hard-cover books.

Can a publisher be selective in what area/country the books are manufactured through the EBM network?
Provided that the market is supported by Lightning Source™, a publisher can select specific markets for specific books.
Lightning Source™ and On Demand Books are actively collaborating to make the EBM channel available in markets with
the greatest commercial value for publishers.

What currency is a publisher compensated for orders in markets with different currencies?

All publisher compensation will be calculated in the currency of the market in which the sale occurs. Publishers may opt to
have final payment converted to the currency of their choice provided that it is a currency that Lightning Source™ supports
for settlement of payables.

SECURITY

What security precautions have On Demand Books taken to ensure that my content is protected?

All titles for sale by the EBM network will be delivered to On Demand Books by Lightning Source™ in a secure, encrypted
format. The On Demand Books network uses industry-standard cryptography that provides secure communication as
content travels throughout the network.

What security precautions have On Demand Books taken to ensure that my royalties are properly attributed?
The EBM software employs security and tracking mechanisms to report all transactions. These transactions are submitted
to Lightning Source for incorporation into a publisher’s Lightning Source™ Publisher Compensation statements.

BOOK SPECIFICATIONS

Are all books the same trim size?

For Lightning Source publishers, the EBM will make use of the POD print files stored in our library and trim them to our
specifications.

What are the book specifications for the Espresso Book Machine®?

Binding: Perfect-bound

Covers: full-color non-laminated

Interior: B&W (with a color option at certain EBM sites)

Paper type: On Demand Books will provide paper guidelines to retailers to ensure the procurement of papers that result



in proper registration of Lightning Source™ covers and book block files.
e Minimum Page Count: 40 pages

Maximum Page Count: Up to 830 pages

Trim Size: Variable between 8.5” x 11”7 and 4.5” x 4.5” (A3/A4 available)

Will the books a publisher prints at Lightning Source™ look the same as the books printed on the EBM?

Very close. There are slight differences based on the printing, binding and cutting equipment being used. However,
considering the benefits of how quickly a single book can be ordered and printed, the EBM is a plus for consumers. The
EBM can manufacture a 300 page book in less than 4 minutes, while a customer waits.

What file formats are required for the EBM?
The EBM uses Lightning Source’s™ existing print files, so there is no extra work for publishers. Any future titles require only
a PDF file for the book block and cover.

CONTACT

Whom should I contact?
For publishers wishing to receive additional information on submitting your titles to Lightning Source™, please contact:

LIGHTNING SOURCE INC.™ LIGHTNING SOURCE UK LTD.
TEL 615.213.4000 TEL 44 (0) 845 121 4567

FAX 615.213.4725 FAX 44 (0) 845 121 4594
inquiry@lightningsource.com enquiries@lightningsource.co.uk

For questions about purchasing or leasing an Espresso Book Machine®, please contact On Demand Books directly at:

On Demand Books
TEL 212.966.2222
FAX 212.966.2229
sales@ondemandbooks.com
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