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Compag/Microsoft Strategic Partnership Proposal

[ © " Revited Pebrusry 2, 1993 January49, 1993

The intent of this propocal is to cstablich the criteria for recognizing Compaq as 2 *Swrategic OEM™ for
Microsoft and Microsoft as a *Strategic Softwaee Provider® for Compaq in order to exploit mutual
opportunitics for our customers and the PC industry. Compaq and Microsoll will work togcther to definc
the requirements and capabilitics that Compaq customers require and mutually agree on where it is
appropriate to build these capabilitics into Microsaft systems products ia & timcly fashion. This proposal
is basad oo s five yesr agreement that would allow Compag consistent terms and conditlcas, secured
royaly rates and sustained mariet advaniage for the next five years. Additlonalty this proposal wilt
described mutaal goals, implementation and expected results for each of the following arces: 1) Sales
Cycle Reduction; 2) Cooperative Development Projects; 3) End User Support; 4) Compaq Owuership of
Codc; 5) Pricing: 6) Update Roveaues; and 7) laterim Royalty Incentive.

| The position of “Stratagic OEM® etatus within Microsaft will be Limited tg 43405 Porsonal Computer
manufacturers. In the splrit of the Compag/Microsoft relationship, Microsaft is proposing that wherever
possible, Microsaft will offer Compaq the fiest opporiunity to panicipate in potential projocts that
Microsaft is cateruaining and that Compaq will wherever possible, olicr Microsoft the fust epportuaity 1o
participale in poicntial projocts that Compaq is eatermaining. Potential projects shalt be defined as projects
that advance the state of the PC industry, while also mecting the business requirements of Compaq and
MicrosolL

The proposcd criteria for a the "Strategic OEM™ relaticaship with Micrusoft is the following:

« OEM will offer significant joint development proj from time to-Give (e.8. casc of usc).
| » OEM will provide a significant leve! of sysicms input to MS during new MS product alpha and

beta testing. -~ -

* OEM wust apply rosources well beyoud the industry nona 10 the ativitics and projocts contemplated in
this proposal. . .

« OBM will issue a press staicment announcing the relationship and will ioclude points oa the
relationship in press statements from tiroe to time,

« OEM will do active compatibility testing of OEM's products using current Microsoft system products
and thelr rohancements using significantly moce tesu than the MS HCT's.

v OEM must have dedicaod dovetopment personnol and ¢ lcast onc dadicated rwarkcting person to work

with Microsoft on jalns technical and masketing projecis respectively. ’

O8M must offer Desktop, Server and Portables products.

OEM must be focused on, cCommitted o, and primarity promote MicrosoRt software platforms, i.c.
MS-DOS, Windows for WorkGroups, Windows, Windows NT, and Pea Exteasions, while also
mocting the business requirements of OEML

OEM should have prescoce in all major channels of distributioa i.c. Direct, Reseller and Mass Masket,

OEM ust be a world wide supplicr.

OEM niust offer world wide Support and Customer Facilitics.

OEM must ship a significant volume of PCs and Serverz oa an annual basis.

OEM must be 3 committed market maker with brand hanwe recognitioa

HIGHLY CONFIDENTIAL

Subject to Protective Orders la Cosrdinated Preceedings
Micresept IV Cases, J.C.C.P. No. 4106 (S.F. Super. Ct)
and In re Micreseft Corp. Antitrast Litigation
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Compaq Picposal - January 19, 199

The proposed criteria for the »Strategic Software Provider” relationship with Compaq is the
following: '

» Commpany must provide both Deskaop and Server Softwarc,

« Corupany must havo world wide market {ocations for distribution and product support.

o Coropany must have designatod development personnc! 1o coordinate OEM's MS related development
sctvities, and at least anc dedicated U.S. marketing persoa o work with Compaq an joint
wehnical and marketing projects respectively.

Cormpany must hive significant brand name recognition and channcl srength in both Retail and OEM.

Company must usc OEM's products in development an periodically statc 30 10 the press.

« Company must ake OEM's products availablc In his regionat and worldwide data center for customer

bricfings. demonstrations and testing of cusiomer applications. -

« Company will issue a press statement announcing the relationship and will inctude points oo the

relationship tn press sialements from time o tme.

1. SAL¥S CYCLE REDUCTION HIGHLY CONFIDENTIAL

Coromon Goal; Subject to Protective Orders in Coordinated Proceedings
Locomoa o

Reduce the selling cycle for customer hardwarc/saflwarc purchascs. Microseft ﬁ;ﬁ;&ﬁi{ﬁ:ﬁ‘i’f"w' cu

Implementation CommHments;

MS COMPAO

« Cross train Sales Organizations on cach company's products, sysicms Yes Yes

strategies and large account sales ratcgy. ¢.§. presentations &t

each campany's aational, regional sod Joca! sales moctings, wheee

t inalt sales aids and Lools lo cach other’s sales forocs

on an ongoing basis.
« Cross train Development Teams on an 0pgoing basic. Yes Yes
« Encourage joing execudve sales calls 1o margat strategic accounts and Yes Yes

exchange large aacount sales beads.
« Participation in Solutioa Providoc Event Yes Yes
« Compaq Sclutions at MS Technical Briefing Centars. Yes Yes
o Assign designaccd Technical and Marketing Program Managers. Yes Yes
« Recoymize MS Cuspocate Account Managers for Compaq NT sales. Yes -
o Jaint custoraizcd customner seminar and sarkcting cvenis. Yes Yo
« Public Statement reg. MS/Compagq relationship to Press. Yes Yes
« Plan utilization of dedicated joint masketing funds t programs. Yes Yes

Expected Results:

Increased visibility of the MS/Compaq reladonship and a clear pasitioning of the MS./Compaq
hardware/sofliwarc platform as a proven, visble sclutioa fully codorsed, promaotad and supportod by both
coipanies. The inaeased sales and masketing coopesation described above is expoctad Lo make purchise
decisions casier for cusiomers and shonea the Ume frame for such decisions.

1. COOPERATIVE PEVELOPMENT PROJECTS

Commgn Goal;
Optimize Micrasalt and Compag wchnology W0 cliver Inpovative solutions 10 customers sod advance the
state of the industry.

Microso//Compaq - Confidential

COMPAQO010812
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Compag Preposal - Jaouary 19, 1993

lmplementation:
Ms  COMPAQ

« Forroal quarterly review of curreat and future projects by scnior Yes Yes
managcment tears from both companics.

« Develop new business mode! for unique projects. Yes Yes

« Whereves possible give cach other the first oppocwnity to engage in Yes Yes
potcntial projocts.

« Define budget sod resources required foc projoct success. Yes Yes

« Projocts agrood (d by highest Jevel responsible company exocutives. Yes Yes

o Establish Compaq a3 tho 1cad OEM for the Chicago Product Compaq Yes Yes
and Microsaft will be the primary providers of Plug and Play features,
elegant client networking solutions and other system optimiizations.

- Train Compaq's coginecrs so that they can beticr design products to Yes -
cffidenty rua MS products. .

o Public recognition for Compaq and Microsatt coatributians, Yes Yes

Expected Resuits:

Increased sales of Compaq hardware and Microsoft soflwarc, and increased opportunities for both
companics to dermanstrate industry leadership. Improved Miccosofl 2nd Compag products.

3. END USER SUPPORT

Coomman Goal;
Reduce costs associatad with supporting end users of MS software/Compaq hardware platfarms.
Impigmentation:
~ - MS OMPA
« Pravide backup support ta cach ather’s eod user suppoct persoancl. Yes Yes
« Share relevant support databasces and technical suppost information. Yes Yes
« Ectablich joint escalation proceduses for karge sccounts / significant issues.  Yes Yes
« lmplcment ongoing “teain the trainer” (ype product training. Yes -
+ Exdend the MS / Compaq TSA to include Windows / NT Yes Yes
o Train and Cestifv Compaq af po charge as ao authorized self-tralning Yes Yes

organization for Windows, Windows for Wark Groups, Windows / NT,
LAN Manager snd SQL Server and their icensed follow-ams to the
basic and MCP level

« Provide MCP certification testing o Windaws NT foc Compaq at no charge. Yes

Exmpccted Ropuby;
Tmpraved quality and timeliness of end vsec support to joint customers, and reduced muppoct csts to both
Microcoft and Compaq.
4. SOURCE CODE RICHTS
Comamoa Goal;

Enhance Compaq's ability to create valuc-add producis by providing acccss (o Microsaft source code,
while aiso preserving Compag's proprietary interest {n source code modifications for maintenance and
support (i.c., bug 1ixes that correct errors in existing funcdonality included in the MS source code
provided to Compaq). '

:EGHLY CONFIDENTIAL

“h«;}nlr;o::xdve Ordens ia Conrdinated Procecdings
. - 4.C.

s M,"-,.;,;:Q;Cj" No. 4106 (S P, Super. Ct)

et Licigarion COMPAQ010813
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Compaq Proposal - January 19, 1993

Implementatioa:

| » Continut 1o license Source Code g4 poa-vominad charge. Yes -

» Compey will assign any and li of tbeir bug fixes 10 MS 10 include in the - Ycs
next selzase at po charge; Compaq will have a full licensc 1o these
bug fixes.

» Corapaq will usz DLL for product enhancements, and offer that code to MS . - Yes
on a first right of refusal basis.

. MSwtﬂpmlactsouxcemdelmgnodorhcmndbyCampnquSfmm Ycs -
disclosurs to third patticginYhe same manncr a1 MS protects ity gwn

- xumpcoods.

Expected Remlts:

Access w Microsoll sources code will enable Compaq to develop andillary value-add producxs. It will 2150
allow Compaq 1o develop the custom fixes that its customers fequire. Maintsining ownefship of these
cahancements will insure that Compaq has the opportunity for remuneration, sbould such enhancements
be of valuc 1o Microsofl. This process should improve subsequent Microsalt product releases.

S, PRICING
Compon Gosl:
Provide pricing that offcrs incentives (o Conpaq to market Window orkGroups and Windows NT
| (clicnat gad-epplicacien-servor-only) as preferred operating sy: orms for Comgaq CUORErs.

Iroplementstion of Pricing Madel:
Microsoft offers Compagq & p<t system pricing modat. "Per system® means that royalties are dbe for'all
\nict based sysiems shipped by Compag, excludidg specific syw:ms such a5 diskiess workstations, tower
| systems, LVO's which gre 3 minimum of 1000 new Compag gystems per LVO, government bides and
build wordcxmu.wons (nouo::waodSY ofludbulldloordu:hxpmu)»hc*msmmnmin
s & configurations purpasc only, sysiems that arc not traditional PC
bese exclusions will be spocified in detail in the final

MS-DOS v.6.0 with Enhlnced Took. Windows 3.X, Windows for WorkGroups, Peo Windows,
Multimedis Extensions to Windows, MSCDEX. Basincss Audio and Windows NT (client mmm
serves-only) and their related follow-ons. an Siness—~iidio-are

includad ia-Ua-licsaceand sopaliies.. There will be no minimum quarterly royal'y commitment.

Systems or Unic Per System ©
Reporied per Quantcr Roalty TIAL
HIGHLY CONFIDENTIAL
© 375,000 - 625,000 $32.50 Sablectta Protecive Oedery I8 CHICTLS e €O
§25.000 - 750,000 $31.75 Micrsaf ¥ Cases JCCT 0 1 een
over 750,000 $31.00 od Lo e Microsof
* This royalty reduction from the Navember 20, 1992 Proposal is in corsideration of Comipaq's
engineering congibutions.
MS  COMPAQ
fTer gt ticensd T or i 5, X Yeos—
MicrowfiCompaq - Confldential
COMPAQ010814
tel CONF NTIAL COMPAZ2 VS. PACKARD BELL iy
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Compagq Propasal - January 19, 1993

1 | peleases of Core Producis duting 1gnn of Masicr Agreement, et¢,) under anv agresment entered wnto afler
2 | the execution date of the pew MS/Compag Master Agfeement
#The-Royalty-sbargod-Compag will-bs-at-least-23% Jess- thas the roysities charged any non-
Cirningie- OEM-ai-any paint in-time-for-a-rven-aumberof uaitsfo §-DOE-wal sRaTOnS-plus
Windows. oefoeChi L itafolt
docrease-is-offored-1o-anan-Suategic OBM(s) which-wili-Hmpaot-the-sbeve provisisa-Compag'y-
o ' M .
!_“I’ i 2540000 chl‘a th 6rihe-o i v .
2:;HSm, ;a" h'.“'g's':’lm;"'IH‘"" l‘ C . ’l' 'Ig oo Ay ”J',B $
. MS  COMPAD
. iI.FF!"""* IQSG-HQH"I .
Otferali i ; ; for+t ‘ ' Yes —
Vokcolilorictoctuded-ia the-sbove i it ien Yes -

o All-00finars-nil -oihesbepro-inctaliod laol dod-in-cy Saxossold — Vea
a4-8-00m0pioie-peckago-with-a-sysiom-

- ME-Reg—Card-will-bo-included-with-all-ME-products-shippod: - ~—Yes

ME willmake st P oG Uof-its Roe.Card-d ¥es
.
feidive-ia-Compaq-machinec: . Yes .
: ":ﬁ,'...'_,I",hA.;,""'_,q Tysioorroyeity b pui-sside for v ¢
L A 1 g-eot : — o . "‘I" wight iaslude .
41“).4!'“..1\1‘; g :!\_:. M 2 E‘; N f y v.‘:“_“_ ¥“ 4“
Gompag San-terminsie-the-agreoment-on-Maroh-31,-195%;
notiosiaMioresatt:
; b M '5‘: lj‘ £-M5-DOS-wiK
!i!“llu ‘I‘ F“"F' pﬂ'ﬂll‘l“ﬁl‘l 45 ‘lj'i ‘lli‘ ﬂaﬂ'h '“‘
Cempag-withrostive-a-23s-prompi-paymeni-discovet:

—The-penise-agroe-ia-apeditoucly-negotiate & ioonse-egrosment-fardrh, p —¥Yee
from-o-CO-ROM—The-royalerratecnill-take Compag's-dosp-and
MWM&WMM HIGHLY CONFIDENTI:}’L -
W’W ve Or Caerdinate oceedingy
coneiabot-with-the-opisit-of-this-desument: i,',‘jj‘,‘,‘,,‘;’,’,’?‘c‘f',; ;,)cf:f_r;.l:m uoz‘ @F. Super. CL)

: 25d I re Micraseft Corp. Antiorust Lidgarlen

Exported-Reslts

F’l-' .. ,I" 'I'gi “ sﬁl c .’l f ;

Produots4a-H5-NsrIRr-Dase:

MicrasofCompagq - Confidendal :
COMPAQO10815

R o TPHEEIRE coPRe ¥, PRAGRD BELL CQ 364925



SENT BY:

_ .
(IR IRV X - NV N NPV RE S ]

2- 2-93 ; 3:24P¥ . T _0SOFT- 713 374 $483:2 6/ 8

Compaq Prcposal - January 19, 1993

* Voice Pilot s includod in the abgve liccnse with rovaltics atcost, Yes -

. 840 includedin-the pbe s th-revnlae o Yes-

-_All software will cither be pre-instalied. included in systembox orsold - Yes

et wi

-5 Rer. Carel ol be incluted with s MG s e, I
relative to Co machin

~_30 cents from each Compaq gystem rovalty will be put aside for the Y -
M. : ling oCotng marketing activitics. Such getivitics might include

AT i conideraion. and will ave e conditiong which e HIGHLY CONFIDENTIAL
_____congistent wih the spirt of this doqument, Subject to Protective Orders la Coerdinated Proceedings
R Micreseft 1.V Cases, 3.C.C.X. Na. 4106 (S.F. Super. C1)
- . ‘ and In re Micresoft Corp. Antitrust Lisigation

MicrosofiCompagq - Confidentiat

COMPAQO010816
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Compaq Proposal - January 19, 1993

| 76. UPDATE REVENUES

Comaman Goul:
Provide an ongoing rovenuc stream to Compagq for upgrades o the Compaq installed base.

Implemen waton;
Compaq will have the rights to upgrade Compaq customer sysicms with upgrade versions of MS Products
bascd an a royalty equal to 20% of the SRP of the Micraso Upgrade packaged Product

Expected Reaults:
The above priciog should allow Compaq to establish a strong upgrade business and serve the aceds of its
customers. = . .
| 83. INTERIM ROYALTY INCENTIVE
Common Goal;

Provide incentives to Compaq 10 aggressively peossotc and ship Windows for Wod;Groups, and reward
Compagq for pnmcnpauon in past Microsoft product launches.

Implementation;
Microsoft propoczs 1o replace Agreement #1107-2139 and Agreanent #1107-3092 with thc Dcw

agreement and interim pricing as follows:

11,1992 mber 31, 1992
Systcros with only MS-DOS v.5.0 $15.00 per system
Systeins wi.lh MS-DOS v.5.0, Windows v.3.1 o5 WEW $28.00 per system
n h 31

Sveiems with MS-DOS v,5.0, Windows v.3.1 or WEW $26.004 per symem

ME-DOS-60-and-the-prouciali-fin-for- Wisdows-for-YrethGrowpr:
« If the new contract is signed on or before March 1, 1993 it will be effective back to October 1, 1992

Fxpected Resuits:
Increased shipments of Windows foc WorkGroups and significant savings to Compaq.

FROPOSAL SUMMARY

Microsolt submits this proposal for your consideration foc & new Master Contract, Amcadawats to your
existing MS-DQOS and Windows Agrecments aod a ncw Straicgic Pantnership Agrocment. We are
confident that moviag forward on these issucs will be rauaalty beaeficial 10 both companics and we Jook
forward 10 any comments Or sugxCRIONS yYOU may offer.

HIGHLY CONFIDENTIAL

Subject 16 Protective Ordent (a Coardinatcd Proceedings
Micreseft I.V Cases, 3.C.C.P. Na 4106 (S.F. Super. Ct)
30d /a re Micresaft Corp. Antaruss Litgasian

MicrasoftCompagq - Confidennal

COMPAQ010817
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