June 18, 1996

Mr. Joachim Kempin

Dear Joachim,

Since our last conversation, my team has done the financial analysis to determine the rovalty rates which
would make the PC Company financially neutral in moving to the Windows Desktop Family Agreement.
Attached is an excerpt from the Windows Desktop Family License Agreement that reflects that analysis.
We believe that these royalties ere consistent with our conceptual agreement in our last call,

Even with financial neutrality, IBM's royalty payiments to Microsoft are projected to increase from $60
million in 1995 to $250 million over the next 12 months {a 4.5 imes increase),

My team is scheduled to be at Microsoft tomorrow, Juric 19, to close this agreement. [ appreciate your
suppart,

Sincerely,

A. Santelli -
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