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fallowing draft document is offared as the synthasis of discussion that oocttrred in the work
§roup seasicns at the SMSD FYD2 Plenning Off-sile in Phomix. In coutrast o previous years,
ﬁhyurcn-ncnﬂqnlhut-nlpqpmthbaﬁi(ﬁhﬂhhhnfln!gkdkm&n
and priovities. The Planning Off-site had the benafit of stiendance from the Product
thh-glnpn-nhulldp-ﬁﬂ-un!;&nvutgn-p-uiun.Puunuuaﬁo
hwmmﬁmoﬂurhnm&h&munuwmt‘inﬁ-ﬂuhqnuqnﬁuﬂumuﬂ
will provide s foxndation for the F'Y92 buginass plxuxing.

FY28 was the year 1 implacnact aad reina, at & tncical snd oparatioal Jovel, the eaormoes
stiatagic changes thet ware effected in FYS7, Many now idess were introduced snd the
huhnh'd\lNlﬂnnnbnnﬁnh.hun!ukwudwﬂqni

FYE9was the year of belancod, foouand execution of stshle programe. Relstionshipe with key
customers (reseller sad corporste scoounts) matured. People affactivensss improved with the
applicstion of texining in ccitical sills aress, Marknting programs bensfitted from repetitive
execution, OlfkdﬂuhlﬁudvﬁhﬁdﬁmL'huhdhwlwlin:-mdpnmlﬁanﬂn
Amnnhhaen-huimlundhn.Bm.&odhhh-ﬁﬂdwnofuahhaatnwuu-ud

profit goals,

FY0was the yoar of proficable sttaingnent of revesnes, Virtually every busisess decision we

nnhinﬁndhthnhmlMp-tnmnal&uduﬁh-hﬁquuond»dhhhnhpnﬁnﬁuq.
lt?n-daw-uuhﬁnug We axcended the profit gosls for the fiscal year by a wide margin.
Beaog over pian on revesues certainly baipe. Eowever, we wars also assiduous ia our focus o
the axpense side of the equstion. Cost of Goods Sold was reduced dramatically. There is now
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CORstant swarenses of the need o meintaia Mealthy gross murging. Sub-chamasl profitabiliry
“mmumﬁnﬁuwwuhhmﬁﬂwhuuunm
halp maics ixvestment decisioas for the rspective chamnals.

FY91 wes the yoar of GUL Nok just any GUL The real straegic opportamicy is market
Pprovapticn of the Windows platiorm, ia tarms of both crauting socksts as well as taking
possemian of those sockets with owr Windows spplications. Cresss socksts we dicd. ..over two
million in the U.S. aloms. Y, the real oppoctanity of flling thoes socksts with applications is
«ill unfulfilied. And, the window of opportagity is closing.

SMSD FY92 Theme:
Reach Out and Earn Share

!T!zhdny-ru:H-uhun-nda.nuinf!Ttslu-nyelgd-hgdgnuk-lnnun
d-hd-‘nnh-.qp&udulah-lyannnbo-i-unn‘hnﬂy-nﬂL The
ﬁub-oﬁmpm-ﬂqn.ild-nnhmdvhlq-lhdyhdmﬁuqi&b.O-Itn
competitive landscaps is cluttarsd with computitors (sspecially Lotme asd WoedPerfact) it will
becams very expensive indead (10 Wrast swny even small smounts of market shars.

ﬂﬂﬁ'l-&ldln‘a.ul&.ld‘,naﬂl‘ﬁbﬂ'cﬂqﬂﬁhﬂhﬂhﬁltl We will
h-n...c-l-dumydnnuitutuqhinhwuu-nhllnIna-m:-u
foremost & grest product; then, by applying insegraind programs in the markecing, sules,
servics, sad support aress.

hnd-WDuﬂn'lnﬁ&nﬂaflﬂl.ﬂldﬂﬁuli.mll'ﬂhn‘lbiﬁlilhylin
of marknting, sales, srvice, and suppart. Wo will have © resch out, share idens with the
Mhnunlnﬂddhﬁ-.-Ih-ﬁu-ﬂn:-y-n--Inhn'.lh-ﬁlhn‘uunuaan
-dh'unnt.-'y-ou--ﬁun'ﬁl-dlnte-n-mah-l-d-d-nL We
-mhmnlnnulul-dhaunlnﬂiﬁnyil!hnnﬂ.ﬂa:pn‘su&nnnn
muwmmqy. If potantia) customers area’t sware of
vhhmnch,nuuibmdhqnﬁ.my-iﬂ
1

1 SMSD Mission Statement |

Thpnﬁily-lpuiuuuy-unnﬁhulna-hnap-u-dn;hudenﬂn
-why-ldju-truhnnnuuhulndanh-.mu-nuouvaum-nb
quqptnunnrdp-:-nunwuhubd-bpunnuh-muu
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[ SMSD Values |

Acooplishment: The stroag commitment 0 contisns 10 be Ge industry leader and creats
lasting coatribetions in superior fashion in everything we do. Wa sre makiag s diffrence.

Integrity: The desire 10 be hoaest, sincers, snd trathfial with carsalves, each ocher, sad our
camomers. W walk oox talk,

wxking vy band,

Imagimative: The arestive, daring, snd isdividuaiized expressions of istslligence. Wa
senraciate snd ek out srost rinkecs.

Helplul: The contisnel offort expended to maks both castomers md co-workers sxcosssful in
working with us sad our prodects. Wa cars abows penls Jud resoect their pesds.

| SMSD FY92 Strategic Objectives |

[ncrease spplications market share. Prom s product market ssgmet besis, incressing
Windows spplicstions (Rxoel and Word) mariost share will be the #1 focus for the division.
This does 00t mean other product mackst segewats, ke EBU or SPAG or Mac Lina or
Sysema, will be Jaft to their own devices. However, it doss menn that the long term rewards
amccisted with gaining significent shars in the epreadshest md word processing categories is
safficient to putify the immediste focts we will place on these caegories in FY92,

With respect 10 product market segmpents whare we ejoy high share but the category growth
-bvﬂnm'lub).wwmuhu&mpﬂm Thess segeyuts gensrally
mﬂumdhmmnd—m

With respect 10 product pewket sagwments that are new, liks EBU (eatry Windows apps), we
will invest the necamery rescurces 10 pre-empt compétitioy and catablish high share earty in
the life of the categary.

With respect 10 product maccst segncats whare we ajoy both high share sad high growth
(Mdouss, Windows, DOS), we will contiaue ie invest 1 @ order 10 preserve or beightes its act
cash gamevstor statun. Wik fow viabie competitons 10 Wiadows or DOS, sad the symbiotic
relationship with the Mowuss, ws caa “cantrol” the growth of the categocy by the level of
pnding.

With respect to product msricet sogunmnts whars we have low share but high potamtial growth
for hs caragory (Wis appe), we will isvess significast resources for parchase of markat
share. ..share that hopefully will be tramaformed isto large cash genarstios if reisvestment
requirements diosisish.
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Incremse awaremam and trisl of Microssft and its products, With sbeolutely oo increass in
Wisdows epplicstions wadkat shere, we can il etcesd the FY92 umit and revenne forscasts
for Wisdows applications by simply doubling the sumber of Windows sockets being wed by
customers. We will oreste & brosdecals effort to inoresss the quality of the experience s
customer hes with the mstallation of Windows 3.0.

Wa camnot ignoee the impartance of coatismiag 10 brosden swarmnsss for Windows
specifically, sad all Microsoft products gamerally. We have w0 prime he pump. We heve ©
look 10 aew madizzw to cogvey the Microsof mesmge. Wo beve to piace more casphasis os
warknting vohicies that have proves sccomsfsl and contributs to the strtegic objectives for
FY92 Wae have (0 conlesce around marksting vehicies that provide s comparstive difference
10 our compatitors aad provide Micrasoft with & milying point to istegrate the mecketing
wosags snd programs both isteenally end extarnally.

A koy vekiicle that we should expand grealy is FY92 is semicyr mailing. We have bese very
succensful ip facilitating trial of our products tough seminar miling. in addition, we bave
peoves thet sminar selling s very loveraged i seiling foll resil product. We simply seed 0
increnso the momber of sswtizars that we hold by ame arder of maguitudel This will be s
salvaaking program for the compamy. The ssmure of our sdvertising will shift from e product
feature centric ane 1 & WeNRED Whare we sre driving swarsaess of product(s) by conviacing
peopls to sumnd seminars. Direct markating will play s hugs role in driving sttendmce sad
we mmt become scuire 2 higher level of expertiss. We have proven 0 ourseives tims sad
again thet the bast lisex to pull from e cor ows. Therefors, we should cosdixt ea aggremive
registration drive (sepecially for Wiadows, but aleo for Mouse sad DOS $ RUP) 1 incrense
rogistration raies snd s increnss the smmber of vamss Gt we cam terget with dirsct mail
ad tolownles.

Raflect for just & moment o suminnr selling. We bave ths expartiss ®0 mommt & significant
seminar salling program bots from & castens and logistics paint of view. Samisers will
continus 10 spen & wide spectrom (MCSS, MRSS, vertical, sstworkiag, developers,
consultants, disoovery thirs, ERU, amr growps, exc). However, (s primery message will be
focussed on Windows Camputing. We should targat 500,000 to 750,000 prospects through
MCSS’s and Discovery Deys and an additions! 100,000 prospects vis MRSS’s. if we e
m”ldh”w“-h’ﬂ-ﬂmdmhdmu
3+ spplications scbsequestly sald, we can potsatiolly gonerate smiss of over one millioa uxits
of full ressil prodoct. This will siguificmety excead ths aumber of znits for Windows
spplications ia the FY92 Susines Pim sod significarsty incroess macket shars. Thars ane
obviowm additional buaafits in rms of the tag siceg effect mawe Windows soid, more Mouss
sold, more DOS RUP sold. :

thlbmah-ﬁ-ﬁmcqh_-hmmwybiuh
peiat. Flot, we amst chift the miz of grint o broader busisess publications sway from trade
publicstions. We should smintsin the lovel of advertisiag aad editorial focas in the trade, but
we nond net add b0 i, l—ﬂy.—---&—nm&uum;
incresss the effective reach mnd froquency of key memges. Brosdeast sdvertising is 2
sigaificant opportemity for its obviots swereness end insuct vaiues, and becsuss it offars ws &
medis memss o differentiste Microscft. The use of broadcust can be targetad at the corporms
decision muloe with 2 Windows pomestum statecsnt thet bas & looger tarm valus &3 we seek
10 bagome a stretagic vendor 10 corporsts castomers. We could still maistsis all of the
amrchundining valus of hroadcast 10 our flsid and rosuller chanpel. Brosdeast can provide sir
caver for virnally ol other markating programe that support Windows
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Toprove the evd of costemer mtisfaction. Providing world clsss costomer service csn and
shouid be s competitive advantags. We ased (o finly establish the importance of the Lifetime
valne of a custcomer withis Microsoft. Quly them will we lagitimstely be able to sstablish
credance to (e cumomer is king® with our castomars.

Although we think (end msy even bo) hat we are & customar driven cOmpaEY, WS are 00
ofwm thought of oxternally @ o techeology company. Niasty peromnt of what we comonmiicxte
is product ceatric.  Similar 10 the lendership Gt Bl provides fram & prodact perspective and
the visica incapsulsted by the phrass "Informstion AS Your Plagertips’, Mike Hallman should
taks the charpe 0 (e sscond crosede that is focomad op the cusomoer. In addition, o inter-
division task forcs will be formed thet will be headed by Scom Oki.

The Decads of the Cusiocser will stert in FYV2, sarting with & buscline sarvey, identification
of critical mecosss factors, axscutive agreement an Microsoft requiresments. Waorld ciess
customar service will aot heppms overnight. The procsss of incorpomating castomer servics
objectives a$ o integsal part of overy job within MicrasoRt will start with SMSD in FY92.

A citica) eres that hae high viaibility with castomers is P3S. We will mast the techaical
suppoes dewand with high qualicy sacvios at s controllad cost. 'We mmet establish sysams thet
reduce the ssmber of suppart calle (¢g. better fesdback loop to RAD), improve the efficiency
of call handling (og- bettar mas of chaciogy), allow customuss 1 halp thamssives (better toals
0d easier sc0ms 10 informetion), xad evean out e lumpiness of call demand (eg. distributing
the call load).

Create s dymasty by investing in our people. The hypar growth that Microsof has
expurianced places suormons pressres on individual skille. The pace of change sssocisted
with tscknology oaly exscarbutus the need 10 re-izvest in our people. We will support
individua] growth through aros fmctionsl development sod job earichment. We will promante
from within. We will crasty dovelopaent plams for all mission critical positions. Ws will
consclidate all of the trainizg correndly in (e division md integrate our training efSorts 10 best
address the seeds of Seles, Markuting, PS8, [T13, wd Isternationsl. We will develop o
rigorous SMSD oot cemp’ tht will provids & cossistant indectrination program for all sew
snployens. . '

'

Focus em sefling ts corperaie sccommts. 'With the aowdy cmatnd Corporste Account
Madketing Growp. we will develop prograrme mad polictes St will he'p creets, s, sl

have...carporais acoounis. Thess relationships mamt emirace s new spprosch o mmblish
Microsoft as & strntegic parwmer. We mxst be involved in joint MIS plassing. We mmat have
h&bmmumhmhﬂubmm
We must becomm a lins iem on te corporstion’s expenss budgets!

Wo must narieat and sall what we have woday 10 corporste accoumts. This saturally includes
Windows and the Wisdows spplicetions. However, we will kave to prupars curselves o sell
increasiagly complen mission critical produces: Laa Mas, O3|2, SQL, Comm, Office
Awtomatios, Mail, wec.
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rﬂS-dlBUWﬁnﬁnuv-yh#u‘ﬂrﬂbi-nﬁﬁthunnn.‘kpuuttb\ﬁt
COTPOTEtS 6COOMSES. WQMMMI:MWM s
© provide a varisty of cansuiting services.

Gdl-nhcu-i-hyclﬂqt'l.hlnp-qnqhn‘h-mdn~hp-t-h.-d
wm&mmmumuwuﬁ
soonousies of scals globally, Wowll'db--hw-smmm
peiorities as wall 25 regionsl revesme sud profitability goals. Insgmation of marketing, mles,
mummmnmn-'_m..uwh
SMSD snd the sebeidisries.

Wm—awym.mwwmum
corporations in the world. Won.umumw'aﬁpmmuu
otwmumuump—-nmum-
work with corparstions on 8 world-wide basis. Thess giobal opporsamities will caly increass in
wummnmammmumum
with the individuel mubsidiaries whers the business is scteally coaducted.

m-mm-mmm,um-o
hm&ubyhv-h‘hpumuh“hhaﬂ-d
m.mw‘nﬂbﬂ-bdmdﬁmd“hm
mu‘ﬂunm—mumm

mmwnmuumm_m-mmwy
bﬂ-lnh‘.kb-—&bdn-bﬂnﬂb‘-l-mh
SMSD’s finished goods basiness. h.--m.mnﬁnomlmmu
bardensd opersting income. On the sarvices side (TTTS sad MSU), we will intreass pro-tax
bardened profitability to 10% md 158 of net sevenuss respactivaly.

Wﬁgﬁhmﬂhwﬂh“dﬂ&‘d“ub
loss thaa 30% of net revesmes. The 30% is far highar thea the yetr-in-date actual that wo have
bass remming ot and reqmires clacificasion. Starting with FY92, PSS costs will be
&Cﬂd@uﬁhﬂ.hﬁy*h.uqﬂbp&amunﬂ"hm
&d also ebapons visibilicy ¢ B Pocdno: Divisicse,

meu--nlldyn-l"dumndnmmm Since wa are still behind
hd—lmlhdﬁﬂhmﬂnamdumﬁnm
forther in FYV2, M&u—hmhhsmmmnm
me&mmw-nl for the year: owr product
umuqummm-ﬂhhubu-wuu

M-;—mm,u—mmxmmuwmm-m
mwumhwmm—um SMSD's oparating

BID FYV? Samgie Chjsmives

MS 0166711
CONFIDENTIAL

HS-PCA_ 1110614
SONFTDENTIAL



axpanses will be capped at 35§ of ast revames. With yesr (0 yeer revewne growth in the 30 -
uimnmwummhmmnvSmm1pm
Vwﬂyuwumﬂhr&hbmmhm
Sigaificant growth is suticipated for PSS ia m effort © Dest dexnend for sarvices.

If allocated expenses track FY9! ectuals (spprox 14% of ost revennes sxcingive of PSS), we
showld besble to reach the 20% pre-tax opersting acome goal.

SMED FYI2 Srungls Objectives
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