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ITEM 5.  OTHER EVENTS.

         The Registrant and MM Companies, Inc. ("MMC") executed and delivered on
January 14, 2003 a Settlement and Reimbursement Agreement and Release (the
"Settlement Agreement") pursuant to which the parties agreed to settle various
disputes between them. The Registrant has agreed to pay MMC $929,000 as a
reimbursement for its costs in connection with MMC's proxy contest at the
Registrant's 2002 Annual Meeting of Stockholders held on September 26, 2002 and
the litigation related to that meeting. The Settlement Agreement does not apply
to the lawsuit in which the Delaware Supreme Court on January 7, 2003
invalidated the Registrant's appointment of two additional directors in August
2002. A copy of the Settlement Agreement is attached to this filing as an
exhibit and is incorporated herein by reference.

ITEM 7.  FINANCIAL STATEMENTS AND EXHIBITS.

         (a)  Financial statements of business acquired
              Not applicable

         (b)  Pro forma financial information
              Not applicable
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         (c)  Exhibits

          Exhibit No.      Description
          -----------      -----------

              10.1         Settlement and Reimbursement Agreement and Release
                           between Liquid Audio, Inc. and MM Companies, Inc.

                                   SIGNATURES

         Pursuant to the requirements of the Securities Exchange Act of 1934, as
amended, the registrant has duly caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

                                              LIQUID AUDIO, INC.

                                                   /s/ Raymond Doig
                                              ----------------------------------
                                              By:      Raymond Doig

                                              Name:    Raymond Doig
                                              Title:   Chief Executive Officer

January 16, 2003

                                  EXHIBIT INDEX

            EXHIBIT NO.      DESCRIPTION
            -----------      -----------

                10.1         Settlement and Reimbursement Agreement and Release
                             between Liquid Audio, Inc. and MM Companies, Inc.
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