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Compaq Proposal - January 19, 1993; updates - January 28, 1993

Compaq/Microsoft Strategic Partnership Proposal

Janouary 19, 1993
Revisions January 28, 1993

The intent of this proposal is to establish the criteria for recognizing Compagq as a "Strategic OEM" for
Microsoft and Microsoft as a "Strategic Software Provider” for Compagq in order to exploit mutual
opportunitics for our customers and the PC industry, Compaq and Microsoft will work together to define
the requirements and capabilities that Compaq customers require and murtually agree on where it is
appropriate to build these capabilities into Microsoft systems products in 2 timely fashion. This proposal
is based on a five year agreement that would allow Compaq consistent terms and conditions, secured
royalty rates and sustained market advantage for the next five years. Additionally this proposal will
described mutual goals, implementation and expected results for each of the following areas: 1) Sales
Cycle Reduction; 2) Cooperative Development Projects; 3) End User Support; 4) Compaq Ownership of
Code; 5) Pricing, 6) Update Revenues; and 7) Interim Royalty Incentive.

The position of "Stratcgic OEM™ status within Microsoft will be limited to 3 to 5 Personal Computer
manufacturers. In the spirit of the Compaq/Microsoft relationship, Microsoft is proposing that wherever
possible (Comments, please, Scott), Microsoft will offer Compaq the first opportunity to participate in
potential projects that Microsoft is entertaining and that Compaq will wherever possible, offer Microsoft
meﬁ:stopponunitytoparﬁdpatcinpotcnﬁalpmjcasthatCompaqisemmmg Potential projects
smubcdcﬁnodupmjcasmatadwnmmcmdthcmmm,whﬂcdmmceﬁngmem
requirements of Compaq and Microsoft. .

The proposed criteria for a tbe "Strategic OEM™ relationship with Microsoft is the following:

» OEM must offer both-Desktop, Server and Portables products.

« OEM muabcfoamdandcommincdeiamonsoﬁwcpMomsaad?ﬁmmﬂypm
and-establish-industs sftware-standardswith Haroseft-on-the-deasiq Op-0-£ J_QMS‘
DOS, Windows for Workgroups, Windows, Windows NT, and Pen Extensions,
WMM%&—WMW&,whﬂcahomecdngmcm
requirements of Compaq and Microsoft.

¢ OEM should have presence in all major channels of distribution i.e. Direct, Reseller and Mass
Market

« OEM must be a2 world wide supplier.

* OEM must offer world wide Support and Customer Facilities.

. Ommugmmgdedmdcvdopmmmmlgggmwmm
marketing pasonne“owokaithMicmsoﬁonjoinllechnialandmarkcﬁngpmjeas

[spectively,
* OEM must ship a significant volume of PC's and Servers on an annual basis,
. OEMmus(hcacommincdmartamakcrwilhbnndnamcrwognidon.
. Omwﬂldoacﬁwmmpgubiﬁgtmingmm_fs_mmmg Microsoft system
products and their its cnbancements using significantty more tests than the MS
HCTs.
EM must develop significant NT i
EM will issue 2 tement announcing the relationship and will inc} ints on

relationship in press statements from time to time,

HIGHLY CONFIDENTIAL
Subject to Protective Orders In Coordinated Proceedings
Micreseft 1.V Cases, J.C.C.P. No. 4106 (S.F. Super. Ct)
a0d [x re Micreseft Corp. Antitrust Litigation
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Compagq Proposal - January 19, 1993; updates - January 28, 1993

The proposed criteria for the "Strategic Software Provider” relationship with Compagq is the
following:

¢ Company must provide both Desktop and Server Software,

« Company must have world wide market locations for distribution aod product support.

+ Company must have designated development personnel to coordinate OEM's MS refated
development activities, and at least one dedicated U.,S, sad-marketing personsaet to
work with Compaq oa joint technical and marketing projects respectively.

¢ Company must have significant brand name recognition and channe! strength in both Retail

and OEM.
*_Company must use OEM's products { development and periodically state 50 10 the press,
 Company must make OEM's products available in its regional and worldwide data centers for
mer briefin emonstrations ing of cystomer applications

» Company will issue a press statement announcing the relationship and will include points on
the relationship in press statements from time to time,

HIGHLY CONFIDENTIAL

Subject o Protective Orders in Coordinaied Prececdings
Micresoft I-¥ Cases, 3.C.C.P. No. 4106 (S.F. Super. Ct)
20d Iu re Micresoft Corp. Antitrust Litigation
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Compaq Proposal - January 19, 1993; updates - January 28, 1993

1. SALES CYCLE REDUCTION

Common Goal:
Reduce the selling cycle for custorner hardware/software purchases,

Implementation Commitments:

MS COMPAQ
* Cross train Sales Organizations on each company’sies products, systems Yes Yes
strategies and large account sales strategy, ¢.g. presentations at each
company'sies national, regional and local sales meetings
on an ongoing basis.

* Cross train Development Teams on an ongoing basis Yes Yes

* Encourage joint executive sales calls to target strategic accounts and Yes Yes
exchange large account sales leads.

¢ Participation in selected Solution Provider Events. Yes Yes

* Co Solutions at MS Technical Briefing Centers, Yes Yes

. Reoognm:’ Corporate Account Managas for mpaq sales. Yes -
¢ Joint customized customer seminar and marketing events. Yes Yes
¢ Public Statement reg. MS/Compaq relationship to Press.-ets: Yes Yes
¢ Allocate Pdedicated marketing funds to programs. Yes Yes
Expected Results:

Increased visibility of the MS/Compaq relationship and a clear positioning of the MS/Compaq
hardware/software platform as a proven, viable solution fully endorsed, promoted and supported by both
companies. Thcmamodnlcandmmkcdngmopuaﬁondmﬁndzbwciswmmkcpmchax
decisions casier for customers and shorten the time frame for such decisions.

HIGHLY CONFIDENTIAL

Subject to Protective Orders In Coordinated Preccedings
Micreseft I-V Cases, J.C.C.P. No. 4106 (S F. Super. Ct)
and In re Micresoft Corp. Antitrust Lirigarion
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Compaq Proposal - January 19, 1993; updates - January 28, 1993

2 COOPERATIVE DEVELOPMENT PROJECTS

Common Gosl:
Optimize Microsoft and Compagq technology to deliver innovative solutions to customers and advance the
state of the industry.

Implementation:

L

L

Formal quarterly review of current and future projects by senior
management teams from both companics.

Develop new business model for unique projects.

Wherever possible give cach other the first opportunity to engage in
potential projects.

Define budget and resources required for project success.

Projects agreed to by highest Icvel responsible company executives.

MS COMPAQ
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Establish Compaq as the lead OEM for the Chicago Product. Compaq Yes Yes
andMicmsoﬁwillbethepﬁmaryprwidasofPlugandPhyfmmm
clegant clicat networking solutions and other system optimizations.

(Please explain ]
Public recognition for Compaq and Microsoft contributions,

Expected Results:

Tncreased sales of Compaq hardware and Microsaft so

companies to demonstrate industry leadership,

Microsoft/Compaq - Confidential

Yes Yes

ftware, and increased opportunities for both

HIGHLY CONFIDENTIAL

Subject to Protective Ocders in Coordinased Procredings
Micresopt I-V Cases, 1.C.C.P. No. 6106 (S.F. Super. Ct)
a0d In re Micresoft Corp. Antitrust Litigation
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Compaq Proposal - January 19, 1993; updates - January 28, 1993

3. END USER SUPPORT

Commoa Goal:
Reduce costs associated with supporting end users of MS software/Compaq hardware platforms.

MS COMPAQ

* Provide backup support to each other's end user support personnel. Yes Yes
 Share relevant support databases and other technical support information. Yes Yes
» Establish joint escalation procedures for large accounts /_ major issues. Yes Yes
* Lmplement ongoing “train the trainer” type product training. Yes -
¢ Extend the M$ / Compaq TSA to include Windows / NT Yes Yes
T 5y OEM . train Yes N

oreanization for Windows, Windows for Work Groups, Windows/NT,

LAN Manager and SOL. Server and their licensed follow-ons

to the basic and MCP level
. Mgg Ms 'E ocrtiﬁgg'gu tsu'ng fQI QEM at no Qh&l’@, Yes -
* Train OEM's engineers so that they can better design products to . Yes -

cfficiently run MS products.
Expected Results:

Inmmvedmmﬁanﬁmdhmofmdusampmnwjommmmgammmwmmm
Microsoft and Compagq.

HIGHLY CONFIDENTIAL

Subject to Protective Orders in Coerdinared Praceedings
Micreseft I-V Cases, 3. .P. No. . Super.
4. SOURCE CODE RIGHTS [ 717/ LF Cooe LC.CP Na 4106 SF. Super. Cu)
Common Goal:
EnhanmConmaq‘sabmqmammeaMpmbypmﬁdmgmmMMWmdq
while also preserving Compaq's pwprieta:yhz&inmvccodcmodiﬁczﬁonsfotmhnmmand
support (Le., bugﬁxmthatconeacmsmadstingmnaionaﬁtyindudodintthSmcodc
provided to Compagq). ‘

Implementstion:

MS COMPAQ
. ConﬁnmtoliccnseMSSauocCodcaxanomal-chargc, Yes -
* Compaq will assign give any and all of their bug fixes to MS o include - Yes
in the next relcasc at no charge; Compaq will have a full license . .
. CompaqwinmchLra-pmd:ncnhanomu,mpponandmaiancc. - Yes
and offer that code to MS on a first right of refusal basis.
. i ig Yes -

Expected Resnlts:
AmmMamnmmmkwmmbleConmqm&vdopandlhqvﬂMpm It will also
ﬂlcwCompaqlodcveloplhcmstomﬁxsthatitsammasmquim Maintaining ownership of these
ﬁxawillinsm:thatCompaqhasthcoppoMnityformnnnmﬁon,shmﬂdwchﬁmbeofvalmto
Microsoft. (1)

008899
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Compaq Proposal - January 19, 1993; updates - January 28, 1993

5. PRICING

Common Goal:
Provide pricing that offers incentives to Compagq to market Windows for Workgroups and Windows NT
(client and application server only) as preferred operating system platforms for Compaq customers.

Implementation of Pricing Model:

Microsoft offers Compagq a per system pricing model. “Per System" means that royaltics are duc for all
Intel based systems shipped by Compaq, excluding specific systems such as diskless workstations, tower
systems, LVQ’s, government bides and buildloordan'man'onswhcszSprochusm not in the
specifications, load and go systems for configurations purpose only, systems that are not traditional PC
architecture and Pen based systems. These exclusions will be specified in detail in the final contract
This pricing model offers a single royzltymccncompassingauofthcfouowingMSpmdlns: MS-DOS
v.6.0 with Enhanced Tools, Windows 3.X, Windows for Workgroups, Pen Windows, and Windows NT
(client and application server only), and their respective follow-ons. Features/applets such as Business
Audio and MulﬁnwdiaEmnm’onsforWindowsmconsidaedmbcindudedinthclicmscandmynltia.
Tbcrcwinbcnominimumquancrlymyalxyoommnncm.

Systems or Units Per S .
Reported per Quarter Rm@!}g:

HIGHLY CONFIDENTIAL .
375'000 ) 625'000 332'50 Subject to Protective Orders in Coordinated hacul::)l
625,000 - 750,000 $31.75  Micresept IV Cases, J.C.C.P. No. 4106 (S.F. Super.

and In re Micreseft Corp. Antitrust Lirigation

over 750,000 $31.00

‘er better ties to any Strategic OEM i In the event that
wﬂ!deamscacoording@gatﬂnﬁmcofmcgﬁ'a,
MS COMPAQ

. MSwillwaivelthlSOroyaltyforMS(DEXonaﬂCompaqsys&cms Yes -
shipped with a CD-ROM Drive.

. Oﬂaaﬂﬁcmmdmmformwmm Yes -
use at no charge,

*_Voi isi in li with i Yes -

. Allsoﬁwzmwﬂldtherbepm—ins&aucd,ef-indudcdinsystcmbox_ - Yes

1 with a
(Lorie, Richard, Dave: Does this obviate the need for a “plain brown wrapper version?)

. MSch.CatdwiﬂbcindudedwithaﬂMSpmdwsshipped. - Yes

. ill g all of i data relative to Compaq machines Y. -

. SOOQBﬁomachCompaqsystcmmyaltywillbcpmasidcforthc Yes -
funding of joint marketing activities. Such activities might include
joimminaxs,largcamoummaxkaingandjointpmdud
announcements,

. Conuactwﬂlbcincﬂ‘ectforaperiodof five years. Compag can terminate  Yes Yes

a on the third fourth annive ivi

90 days prior writtten notice to Microsoft,
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Compaq Proposal - January 19, 1993, updates - January 28, 1993

* The terms and conditions and royalty rates will be in effects for all future  Yes .
products within the term of this contract ¢.g. MS-DOS v_XX,
Windows v.XX, Windows for WorkGroups v.. XX and Windows NT

v. XX
+_The partics agree o expeditiously negotiate a license agreement for NT Yes Yes
LAN Manager and SOL which ides for k icensin

from a CD ROM. Because of Compaq's deep and broad
committment to product and market development for

Windows NT, theagreement will have royalty rates at least

as atiractive as those in this document and will have terms and
conditions which are consistent with the spirit of this document .

* This royalty reduction from the November 20, 1992 Proposal is in consideration of Compaqg's
enginecring contributions.

Expected Result:
Compaqwiureodvcvcryatnuﬁvcpricingcvualongwmforwandfummmsyszanproducts.
Thcagguﬁwpﬁdngaﬁjoh!uwtding&ndingwﬂmmw&mmqmawaymm
products to its customer base.

HIGHLY CONFIDENTIAL

Su'bj«l 1o Protective Orders in Coordinated Preceedings
Micresopt LY Cases, J.C.C.P. Na. 4106 (S.F. Super. Ct)
and In re Micresopt Corp. Antitrust Litigation
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Compaq Proposal - January 19, 1993; updates - January 28, 1993

6. UPDATE REVENUES
Common Goal:
Provide an ongoing revenue stream to Compagq for upgrades to the Compaq installed base,

Implementation:
Compaq will have the rights to upgrade Compaq custorer systems with upgrade versions of MS Products

based on 2 royalty equal to 20% of the SRP of the Microsoft Upgrade packaged Product
Expected Results:
The above pricing should allow Compaq to establish a strong upgrade business and serve the needs of its
custoroers.
7. INTERIM ROYALTY INCENTIVE

Common Goal: .
PmﬁdcimﬁmmCammqmagmbpmwam:mPWmforWorkm and reward
Compaq for participation in past Microsoft product launches.

Implementation:
Microsoft propeses to amend Agreement #1107-2139 and Agreement #1107-4092 as follows:

I Con ive Date until Compag is bl to shi S 6 and Windows for Work
Systems with only MS-DOS v.5.0 $15.00 per system
Systems with MS-DOS v.5.0, Windows v.3.1 or WFW $28.00 per system
* The above royalty rates will apply until Co could reasonably be 10 be

Ewmg the-release-of MS-DOS 6.0 and the pre-install fix for Windows for

« Ifthe new contract is signed on
1992 —e o

or before March 1, 1993 it will

bccffeaivebacktoOClobcrl,

Phase 2. End of Phase 1 until the release of Windows 4.0 (Chicago)
Systems with only MS-DOS v.5.0 $15,00 per system
Systems with onty MS-DOS v.6.0 $17.00 per system
Systems with MS-DOS v.5,0 and Windows v.3.1 $28.00 per system

Systems with MS-DOS v.6.0 and WFW and/or NT $30.00 per system#
¥ _This price will gthclmcrofﬁ0.00andW/-ofgng'g cnjoyed by a non-preferred
MMMM}_{.

Phase 3: End of Phase 2 until expiration of the agreement HIGHLY CONFIDENTIAL
f'"‘bk“ o P;;vlt(dn -
iresoft J.
I'he provisions of Section 5. Pricing prevail, NoFisd Muf::;cj.,iaf,,::;mﬁf.s“’" o
Expected Results:
Increased shipmeats of Windows for Workgroups and significant savings to Compagq.

Microsoft'Compaq - Confidential COMPAQ008902



Compaq Proposal - January 19, 1993; updates - January 28, 1993

PROPOSAL SUMMARY

Microsaft submits this proposal for your consideration for a new Master Contract, Amendments to your
existing MS-DOS and Windows Agreements and a new Strategic Partoership Agreement. We are
confident that moving forward on these issues will be mutually beneficial to both companies and we look
forward (o agry comments or suggestions you may offer.

HIGHLY CONFIDENTIAL

Subfect 10 Protectiv,
| ¢ Ordert (n Coord;, i
" dinaied Pr
".:dal:uﬁ I-f’ Caser, 3.C.C.P, No. 410¢ (S.'F. Su::dcul."
re Micrasop Corp. Antisrusy Litigation "
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