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g EXHIBIT

Comes v. Microsoft

&OE Memorandum

To: Ozzie Osborne

From:  Anne Sylvic

Date: Wednesdy, June 26, 1996
Subject: Micosoft Questions

The estimated Micrasaft volumes for the CDT Produrts in 1997 are as follows:

Product | wins.11 | Win 86 T Win NT Other
Annihilator | 640K o> [ 11M I 10K 0 .
Crostfire 0 0 SoK 0 !
Firepower 10K SoK (] 0 !
Fireworks . | 40K &K 0 0

Flashpoint | 0 00K >, 80K 30X

Prouler 0 600K | 400K 0

Roider 0 0 100K 0

Swrfire (74 100K 0 0

Total ovaK 22M 810K 30K

The d{fferences betieen Win'L.10 and 3.11 are dramatic. Win 311 fizes many
bugs and offers additional printer device droiers. We aiso used the Win 311
souree 10 fix o &2 bit disk access problem to support hard drives larger than
540 MB, Microsaft would not address this problem. The .10 souwrce would
not be acceptable to CDT. PSP has no plan to affer 3.10 or to upgrade to the

mandatory changes.

The CDT NT plan is to offer .51 to address existing NT Crussfire and Flashpoint
customers and then offer NT €0 on another Crosyfire and Flashpoint model
the day MS announces. We need more details on the following ttems relative (o this
plan:

1. MS OPE and GA schedules

2. 251 1o 4.0 upgrade options

3 CD-ROM vs Preioad limitations

4. Outlook for congract closure and projected prices

If you nesd more gsvistan® let me know . -

Regords,

e TRTOD DOT AN e
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18\t Confidenual

Santelli Microsoft Briefing 6/24/96

SantetiNoms/Osborne Dubtnsky to call hempinBaber/Struss Ackeriand at ¢ Y0P\ EST

Joachum.
Your tcam has made clear MS's desire 10 move all OEMs to the same terms and condiuons for MS

products We undersund the importance of the Windows Deskiop Famuly Agreement 1o MS and [BM
We belicve 1t 31 IBM s interest to move to the WDF and would like to do 30 as soon as possible
As we discussed on our pnor call. we need vour help in two areas in order to reach agreement

|. Reducing the unplanned profit impact to IBM
2 Reducing the operatonal tmpact 1o IBM of the new ierms and conditions
IBM disapposnted tn M3's posiuon as expressed n the mecungs last week.

IBM s proposal met the spint of our pnior discussions. we asked MS to reduce the Windows 95 price in
order 10 offset the pnce increase 1n Windows 3.1! under the WDF agreement.

Joachim what's your general position on this?

M team was hut with a few things last week:

1. MS will not consider any Windows 95 or Windows NT royalny reducuon
2. MS not willing to consider [BM s profit neutrality

3. MS not very flexible on our operational concerns

-Profit impact

-MS is forcing IBM to give up 1ts Windows 3.11 ipvestment return by withdrawmang the MDA
fromWindms”lWindamNT:enhuuquJ.llaS‘OornomAforWindeu.
-NoMDAmd:ytorWindamJ.llMMDA%Mnesoquwuumumeanimws
ENIN

Joachim, why are you tying Windows 3.11 to our ability to get the MDA?

Is MS placing Compagq in = similar position?
1s MS stopping the Compaq Front-line Partnership?

-Operstional Impact
-memﬂmﬁh;ymmeMSmdphcymw.

IBM has drop in the box requirements

Cunomers doa't wan! documentanon

[BM needs digtribution through ensrypaon ~ - A
N [BM needs better upgrade rights

GDNMSWDF1.DOC

IBM ©B8B80OK746
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What 1BM wants:
| Reduced pnce for Windows 95 in order to offset the increase 1n \\indows 3.11 (347 36 pre

MDA)
2 Reduced pnice for Wirdows NT in recogruuon of [BM's S8SM+ investment in NT ($90 pre

MDA )|nuddleware (DB2/CICS/VisualAge for C—) porung , PowerPC. and field educauon)
3. Increased flexsbility tn operauonal issues

Joachim, what is your position on this?
If MS agrees with what we want we wili send team back out to MS 10 finalize agreements.

If MS dusagrees. some opuons are avalable:

Windows 95
1. MS w exclude Windows 3.11 from WDF agreement and [BM 10 accept Windows 95 pnce
(with meaningful MDA) as 1s.
2. [BM willing 10 do scparate agreements but need an MDA for Windows 95 effectrve October
1996.
Win NT
1. In rerun for Windows NT reduced-royalty ($90), [BM willing to also:
- parucipate in Windows NT 4.0 Launch

- create 3 Windows NT 4.0 markeung campaign
2. IBM willing to do separate agreements but need a meaningful MDA for Windows NT effecuve
immediately.

Does MS have any additional options they want to explore?

Ft‘\.(/ F"“(‘ *J’("}"’/

Ml OffFLe wf  Smadfral

GDNMSWDF1.DOC
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Wigdow s Desktop Family License Meeting Summary - ¢19-20/9¢

«  Meeong Ateadees and Objecuves
e Antcodees’
e Microsoft: Baber. Struss. Muller
* [BM: Noms, Sciove, Romero. Avalioac, Dubinsky
¢ Objecoves
* Rovalues
¢ Operauonal Lesues
¢ Market Development Agreement MDA

* Royalues: Team quickly reached an Impasse oo Royalos

e MSis oot willing o negouste Royaloes

¢ No ineres in profit Neutrality for [BM

*  After Consant Decree - MS change in policy sandardized pnang for all OEMs
Based upon Volumes
MDA Royalty Reductions
Considerations pven on Techoologies
MS sares that Compaq is the oaly excepxion - FLP Agreement predates
[BM is also an excepion - based upon IBM's investment

* Meeung Broke for Dayl: MS to work oo IBM requests

* MS rewums with Fiual Position (Stated Final Offer by Kempan and Gates)
. WﬂlauomemmwithmhmwimMDAupmonw%
+  This is unacceprable w/o an MDA
*  Windows Desktop Family License Agreement
¢ $5 Million from Settiement Agreement returas o Escrow
*  Opporunities can sill be explored till 7/97
wwmwmsmm‘gﬁnum
Win3.11 royatries - $40 w/ $20MDA opportanity
Pricing © take effect Angust 1*
BMﬂOK.w/oMniz.:ﬂnﬁucnninmmhy‘x

e [BM Responx
o Tol rejection of Microsat Offer
¢ Atemopx by MS 1o foree [BM off exigting agreement (39 Win3.11)
¢ Royalty Discomsion - leading to impasse
*  Moved © Operational Inmes
¢ MS rejected cight out of ten issues (rwo still in review)
* Agrecment for Nexx Steps .
¢ Agreed o elevate discumsions to Santedli / Kempin
¢ Pricr to final offer, Kempin unwilling to meet with IBM
. m;mumu«-.:m«.m,m;

B IBM ©0880806748
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BACKGROQUND
Afier Consent Decree - MS change wn polcy’ standardized pnang for all OEMs

Based upoa Volumes
MDA Royalty Reductions
Consideranons grven on Technolopes
mmmc@mumwyw-mwmm
¢ [BMis also an excepuon - based upon [BM's 1nvenment 1o Win3.1]

IBM WDFLA Objectives:

Move users from Win3. 1 10 Win9$ and WinNT
Revenue Growth $60M = 250-300 Millioo
Satisfy Ead Users

Keep [BM Prufit Neutral & Sestlement off the Books
Operational Efficiencies

Discussion:

BMMpmﬁtuunhry»Thnkuinpomst
Discussion again moved to the expunng MDA for Win9s
e Baber stated again he will review with his execunves

Opuons:

e  Sign WDF
¢  Suy with current agreemenss |
¢ MDA-9S expires Ocx |
¢ Potentially sign modified MDA-96
®  Sign Modified WDF
¢ Current Win 3.11 royalty expires 9-97
. En:hevrms.umwnrvmemmmmm

. mummwhmlmmwwxum
e WFLA
¢ 33 Million - decoupled
e Mills/Waldalgki-Berper Internet/Intranee
. Mmmﬂhw
¢  Exwend sncther 6mos till 7/97
muwmmum
Win3.11 royalties - 940 w/ S20MDA
Pricing 1 ke effect Anguse 1*
EIAA aill OX, wio [HMers o site
¢ Compuny by compuzy spproval

Ism
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¢+ Deny based upch - geograpiny ‘s . compasues in breech,

IBM Responsc

¢ Foraing [BM 10 move to the WFLA
. Nmmmmnawmmmuu
¢ No MDA for Windows9$ 15 unaccepuable
¢ Is MS forang Compaq o grve up the FLP
¢ $5Million in Semlement Agreement

MS Response:

¢ Been Working on the Relationchup
. IBMunmhminkeCOMPAQouam

Operauonal Issues:

* Padkage Deal - Do not uncouple
e List of Operational Issues:
. MMWM-OMMIRTChmldmIO%
¢ EIAA - MS is open, but aot reviewed
. Ewym-hmﬂapoﬁqmnpnm
m;xwmmumwmm(mc@m
¢ PowerPC Scpante Agreement
¢ Min commit < # syseme/s pay up fromt
¢ agreement carly next week
s Server .
. Mm'&mbmnnm
. mn.m-s«:mum
»  Separme Agreement for NT Server
¢ agrecmen: early next week
. WmJ.S.IUnnﬂeQmp
¢ Want © upgrade through RETAILL
. anmnmmm
¢ Policy is as above $55.
. mum-mdmmmm
. wm.nuwmc.oum-nm-mpm
¢  Duml Insall
*  Nesd  expire 2* Qu 1997
¢ Om of [BM's invemtory by 2* Qu

* Avengeaf 3mos © requalify - MS 1o look into

IBM o©eeee6067sS8
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