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To: Febru,’uy. t99.5 WWRDM At~ndee:s
From: Jim Allch,i.n, Rich Tong
Date: February 1, 1995
1LE: Business Sysmms Division FY95 Pktmung

The last six month-s have been su~l for BSD with FYTD revenues at 106% of worldwide pktn. Moreover, we
know that once we get our product~ in serious conside.,’ation- For instance, the latest fall ETM seminar result~ show
that: 75% of customea’s who s~e a presentanon on the Bac.kOffiee family choose to evaluam it. And, 75%-90% of
customers who run a pilot of a member of the BackOffice family choose to implemeaat a full solution,
With limited resources, we nee.xl to look for customers who are aLready considering a change and get us into the
evaluation of the BackOffice family. In the second semesmr of F’Y95 (S2T’Y95), they will come from three sources:
¯ Tile Desktop. Wthdows ’95 will crea~ a shift on the desk’lop, so ~v~ ne=ed to extend this to b~ a shift on the

serv~ as well. We w~l s~ll Windows NT Workstation to high--et~ customers."
¯ The Server. Novell will work overtime to get every network adminialztlor to upgrade.. We need to change the

default choice and mak~ it clemr that buying NetWar~ 4.1 b not ¯ no-b~ upgrade.
¯ The Developme.nt ptatform. Developers am moving to new cli¢~/s=’~ re°Is at~d P~arf°~’ ~ we ~ ~

our Office/BackOffice platform with our development tools as glu~ wbe= they shift
The key is to turn each change from a small one to one that encompasses th~ climat and the server and the
applications. We plan to genera= cvaluations through th~ foilo~,in8 initiatives:
¯ l)esktop 95. Run IS semirmrs on the migration to the new dedaup. Upsell t~ackOffic¢ family as these accounts

begin evaluation- Sell Ln NT Workstation as apprupri,u~
¯ BackOflace 95. Reach 10,000 business dtx:ision nmke~~ and ~ BackOffice families gr~al~r busine~

run NetWare shoot-outs for I0,000 t~imieal decision make~. ~ 15.000 tech~cal implementta’s through "
technical workshops. Upsell BackOffie¢ family in all these semizuu~-

¯ Developer 95. Promol~ to developea’s a combilaation of:: Ofli¢~ as th~ f:ronI-¢l~; VC, V’B
development tool~. SQL Server Workslat~ for back-e, tut; W’mdows NT Work~. "on as operating sysmm.

In addition to our cvalua~on objec~ive~ w~ also need to de~end o~r ~ revenues m:
¯ Defe-d M~I. Un~J th~ ~.zchang¢ $=ver ships, th~ prin~u~y objective is ~int~n th~ currr~ ~ bas~ with

cu~wm~r s~fa~fion prog~wn~, the ~ P~so~r~ Ki~. ~ ~ Serv~ for NT, ~ M~l tr-~ining

und~r~,znd how M~il/Workgroup applic~ion su-a~gy.
¯ Cliem-A~ess Licenses. In many ~bsidi~ries, W’mdows ~ Sz~’v= di~-~ss r~es ~re b¢|ow

for~:as~md ~is represents a siz~abi~ r~n~¢ opportunity for us.

N~ PRODUCTS SHIPPING AND IN BETA FOR $2F¥95

1. Windows ~ Workstation ~.5 I. R~ 2HI=~9S with ~ f~atu~ 1~_ing IB~ Pow~rl~= ~ppon with
lo~gu~es zva~able on th~ same schedule zs ~.

~. Windows NT Serwr ~ 1. Inm~l~ cli~m-~’~es~ lic~.~ au~W~g, IBlVi Pow~rP~ and compression
~. l=d~ an~ Prim Servic~ for Ne~War~. Go~ into beta in ~QFYgs. RT~ 1QI=Y~. D¢,~il~d taunch plan

4. B~=k’Offi~ s~w= and ~i~en~ ~ lice.n~. W~ wi~ ship ~ SQL S~’v~r 95 ship~.
5. SQL Serv~ 95. Th~ prod~a go~s into ba~ in FYgS wi~ RT~ in Q41~’gs
6. ~.-~il S ~rv~ for NT. Wi~l b~a ~QF1’95 and ship 4Q1~’95 an NT m~l mans~r agen~
7. ExchangeServex. Product goes to beta 3QFY95 withbcta2m4QF’Y95. RTM planned for IHT’Y96
8. Interact Sea’vet. Will ship in 2QF’Y96, but pr¢taunch begins in F’Y95. l~itial marketing plan

\Xbsdmfo’~publicM2.Phan- 1.bsd’~et95f-l.doc in the I~te.rnet Server section. ..... - -

9. SNAServcr2.11.RTMs 14 days aft~ 3.51 with PowetPC and othe.r features
10. Systems Management Server. Beta ofCSD updam with Windows 95 support in 2I-I~-Y95. ~" MS-I~C~ 2557114
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PRODUCTS AND THE COMPETITION

Windows NT Workstation
The product posiuon,ng is "the most powerful operaung system for the most demanding business ,and
nee.ds." Its tnajor cotnpeOtion i.s OS/2 Warp at the low end. We win with these fe~amr~s: l) Mor~ reliable and stable
founcktuon th;m Warp, 2) Preemptive multitasking and OLE support for 16-bit Windows ,-xpplicattorts (OSf2 c.xn do
one or the other). 3) Include full networking client including I.PX. TCP/IP support (IBM will ship a network client
in 1Q though), and 4) Remomly manageable and admin.istrate with ~ accoun~ and ~ontrol.
The high--~nd competition is Un~ wort~tafion- He.r~ o~tr main advantage is rurm~g on mdustl’y sl.,-mck~rd kardw.’tre
~md not just R.ISC syste.m~. Th~ leads to: 1) lower cost hardwa~ and lower dependence on a single h.xrdware
vendor to support their propnexary syste.m~ 2) ~ the wide.st range of applicatior~ with both u’adiuon.’fl Umx and
PC applicauons available and 3) con.gisteat with PC user int.’face that lowers wairting com.

BackOffice Family
Th, consumer positioning of the product f~,~dly is:.

Ivfcrosoft BackOffice, th, first mmgramd server $mm, make, it e~ier for companie* to improve decision-

We compem with traditiomd mimcomlmt~’/RISC pro0ucts based on Unix ~d PC LAN products like NetWare.
Our go&l is to offer the begt of both the~ world.* with the con~l~ of a Unix and the acoe, sibility of Ne~Ware.
We will beat both of thean by being mor~ integrated bexween th~ ~rver applications and be.~ween the cheat and the

At the high-end, we compe.m with tradirio~l proprictaz7 systems primarily Unix and AS/400-hased product~ Like
Oracle. Sybase.. HP-UX, FIP OpeaMaiL etc. We have the wadimmal ~v.,nStixs ~f r, oftw~u~ that’$ part of the
micro~r r~volutions: 1) we run on industry s~mdard hardware and not l~oprietary RISC syste.*~ 2) we
have a veO’ dght tie to the desk’aop and 3) w, are d~ign~d to be much simpler to administer and us~.

At tim low-end, we compem mairdy with Ne..tWa~
especially their new 4.1 release that they view ~ a do-or-
die effort to protect thin installed base. We Ixat them with:

~.. c.~ ! V,~i~rm~ ] 1) a be~r arckitec~u~ daat mea~ we can be a
¯ m"~"

~.

multipmpose ~’ver. 2) better ~=d~ng and choic, $inc. we

¯ ~ -- , ......run on muldproc:e~ and non-Intdhardwar~ and ~) ....
mor~ applications that run on top of the BackOffice family.
We aL~ compe~ with Lores Not~ in pamcuiar. Compar*d
with it we have: i) better inteszation with databa.~ and
o~er network set’vic~ 2) ~ d~.veiopment t~ols and
open API~ which rnea~ more applications and 3) wi~ the~~ct,,,,~.. Ex~ange Client include~ in Window, 95, a single view

. ~,~ t,.,, into the loc~ and rtmom data fa’om a wide variety of

. T--, ~,~-~ providers including MSN, Compusea-ve, the Interne.t.
4) with Exchange Server better integn-afion of mail and
groupware with enmrprise-level administration tool&

CAMPAIGN SUMMARIES MS-PCA 2557115
BackOffice component of Desktop 95
BSD’s goal i~ to convert de~o.op trial for B~ ~y. S~y we ~ ~m~ m: l) ~ W~ows

si~. ~ ~bg~s for
¯ ~ 5~ world wide ~RG ~o~ of ~� B~ff~ f~y ~ a ~t of ~ ~ ~ move ~ ~p 95.

He~ m ~� k*y mm ~y B~ f~y ~ ~* n#t choi~ ~hen you ~ ping Wmdows~~s~



¯ SlJnptified insu’fllnuon of W~nc~ows 95. Eve~ Windows N~ S~er ~ a clien~ admm~lor ~a~ 1~ you
~nsh~ll ~e b:~c o~mg system

- For fuller use. Systems M~emem S~r g~v~ you ~mple~ con~ol of MI ~ ~k~ops m your ~mp~y.
¯ Upgrade.your Ac~ dam~ simply m a ~11, ~, f~ mtauonM d~mb~. SQL S~r
¯ Full ~ecuon from d~sk~o~ ~d nom~ ~ck m your office or a~o~ ~e ~orld ~i~ ~ull ~nom n~,

~Uon ~o mmnf~n~ vm SNA S~r.
BackOlfice Push
~e Ba~ffice ~ will ~e ~v~mge of N~W~ 4.1 up~ ev~uatio~ ~at ~ ~g worldwide.
~e ~ fo~ ~n com~nen~ ~t w~ ~ver ~H~nt ~c~ ~t ~ ~d~ ~ up~d~:
¯ BackOffi~ B~in~ Value Semina~. Bu~d a~n~ of ~e bus~ ~ of Ba~ff~ ~ongst 10.~

busm~s d~ision ~ worldw~e. ~e ~ ~n~t ~ g~ out of BSD ~d ~ ~ us~ by
world,de field. ~ ~ ~, we ~ u~ ~e ~ of us~g O~do~ ~ ~e ~nt~d.

NetW~ T~hni~l S~u~ R~ 10,~ ~ ~ion ~ w~ff~de ~ N~W~ ~

Windo~ ~ Jum~ T~ui~ S~ ~ 10,~ ~le ~dwide ~ Wmdo~
S~. ~ ~ ~ d~i~ f~ ~ d~on ~ ~d ~U’s, ~y N~W~ ~ to
give ~ ~e ~owl~ge ~y ~ ~ ~ ~ ~o~ ~ of W~ws ~ S~. We ~

W~do~ ~ Champio~ ~t 5~ ~d~ world,de ~ build ~d ~ ~ m~ for
Wmdo~ ~ S~. P~ci~m ~ ~ ~i~ ~ ~ ~ ~d ~ows.

Winning the NetWare Customer wi~ Ba~
~e ~ key m~ for ~g ~e ~ ~

M~6-~ o~ ~- N~W~ 4.1 ~ g~ ~ ~ ~ P~k but y~ n~ a ~mpl~ly ~t
o~g s~ U~W~ ~ ~ ~ c~-~ ~p~o~. P~i6~ Wmdo~ ~ S~ ~ a

~d~ m~ews, ROI sm~ ~ ~ ~ ~ e~d~ ~d ~n~ SMORG ~H~ of ~ ~

~d~ W~aows ~ S~ ~ ~ ~k m~ ~ eff~ upg~e f~ N~W~ 3.x
B~ io~ ~i~ ~ ~u w~’t ~ ~ ~ge w~ N~W~ ~ a ~ ~ a new o~g
s~ to g~ a ~e m~dp~ o~g ~
~i~ ~ ~mp, i~ ~d ~g~ ~~ ~d ~p~ of ~e sy~ ~ mu~ ~ due ~ ~ ~r
m~ ~d ~ ~~on ~ ~ ~
~v~ ~ ~de ~ bu~ ~ue. S~ s~w a ~% ~ on ~v~L

Developer Push
~e key ~ ~ p~ ~ ~e ~ ~ ~fi~ de~iopm~t ~ls ~ m~ ~v~ ~id
de~opm~ ~e c~ge m~ a ~w ~ of ~pfi~ ~ ~ ~ ~ ~ i~g ~e ~g ~e ~ of
developm~t ~1 ~, A~ ~x ~) ~d w~ ~k~d (SQL S~, Ex~ge). ~e g~ ~ ~ ex~d
ev~ion ~to ~ ov~ ~e ~ mclud~ ~ ~e ~ ~ a development ~1 ~d ~e co~l~ B~fi~
~o~ key ~ ~ ~g ~ deveio~ ~ ~ g~g ~g~ ~pli~fom ov~ to W~dows ~
Worm,on ~d ~e B~ f~Y. T~y ov~ 1~ ~ ~pS~o~ ~ on Wmdo~ ~ Se~ ~d over
1,~ W~2 ~pS~om ~ a~ble ov~ (S~ ~e de~l~ SD ~d DDT p~ on ~). Some key
shipping m S~95 ~:

Bmeve for W~do~ ~ S~. ~ ~ of ~ ~u~ ~1 R~ m ~ Q3~95. It m~ o~w 4~
B~e~ ~pS~o~ ~lu~g m~ ~g ~pS~o~ ~ ~ on Wmdo~ ~ S~.
S~. ~e ~get ~ m ~ on SQL S~ 95 ~d S~ ~ a dev~opm~t ~up wo~g ~ ~e SQL S~er
~up h~ m R~ fi~t now.

Winning the Plaflo~ Cu~omers with the Baek~iee family
¯ S~ fie ~ ~e ~ ~d cSent m~ you don’t M~ to do ~ mm~on wo~ - -.-
¯ V~ B~c le~ you ~e d~ c5ent ~pfi~do~ ~ a ~w~ s~ ~ ~ ~ ~~

M~A 2557116 -
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BSD MARKETING AIR COVER
ThLq IS ;| .su~mn;uy ot the more dct,’uled ph-ms t~t[ underlie the BSD push for the second h,aJf of FY95.

BSD Marketing Programs Summary
¯ Public Relauo~. Overall air cover will include selling the BackOffice family by pushing lozd on the KPMG

ROI study and also a business press push to expl,’un how we will change Busme~ by the year 2000.

¯ Advertising, DtrecL Collateral and Packaging. Major US campaigm include Windows N’I" Server, SQL Server
,and Back’Office family campaign to start in 2/95. Ongoing tactical ads for other products.

¯ Industry and events marketing. The major focus is on NetWorld and Tech*Ed
¯ Partner marketing. We will have tiers of partner and work with DD and OCU to integrate them.

¯ Magazine*, eMedia, Demos and Presea~tions. We will ship two more issues of the BackOffice mag,’mm¢,
develop a Bac.kOffice technical journal, publisla onto the l.nternea and precmckage all our demos.

¯ SMORG Markeamg. Focus is on semina~ on busine~ value and NetWare upgrader~
¯ LORG Marketing. Focus is on getting evaluations and u~ng the Solutions Server for pilots
¯ EU Channel Marketing. Focus is on incre.a.cing cheat license sale, s, building channel technical depth on

BackOffice, runaing trial programs with outbounds, and preparing for Deslaop 95 with SMS
¯ International. Focus is on fixing ore" packasing and BOMs, Lmproving information flow and pushing

international responsibility to each product group in BSD.
¯ OEM Marketing. Focus is on getting BaekOffice Server OEM, and reaching nontraditional OEM~.
¯ BSD Technology Marketing. This group will produce papers, give keynotes and woo analysts with the

networking, objects, manage.meat, and openness technologies built into all BSD product~

BSD Product Plan Summaries
¯ Windows NT Workstation. Focus is on coordinating de.~k~p evaluations with Windows 95, gemng develope~

to use NTW as their standard de*ktop and gemng Unix workstation customers over to NTW.
¯ Back’O~ce. Focus is on ,selLing the famiJy concept and launcking the BackOffice server and cliea[ after SQL

Seawer 95 ships.
¯ Windo~ts NT Server. Focus is on gelxing NetWar~ customers to upgrade to NTS instead °f NetWar~ 4" l" &nd

on laun _df.m$. utilide* that aid in NetWar* migration. .
¯ SQL Server. This includes the SQL Server 95 launch and sustaining ptam f°r S(~L Server 42 la-
¯ Mail Server. The suslaming marketing plan for Mail Server that focuses on customer satisL~ction.
¯ Exchange Server. Primarily the fiz~t look, beta and PR progn-arr~ and holdJng accounts with t~n.
¯ Inmm,t Server. This product won’t ship undJ after FY95, bm beta happens in th~ period.
¯ SNA Server. Gel. evaluations of SNA Server, e*pecialJy N~Ware. Recruk the major SNA prodoct lSVs to

r~ell SNA Server client licenses with their clieat-side products and Recruit the major SNA product ISVs and
SPs to proactively sell SNA Server world-wide.

¯ Sysmms Ma~agemeat Server. Get evaluations of SMS and get customer saris-faction of the product up for the
product                                   ..

HIGHLY
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I. Framework: Points of Leverage and Goals        ..

We want to optimize our policies around two things. "point of leverage" and our different businesses.
¯ "Points of leve.,-age i~ a stmple concept." Re~lJers have greater levea-age tha~ distributcn’s as they deal darecdy with
the end cus;omer. The iargesl ones are our key points of ievca-age. We can’t (and shoddy’t) work direcdy w~th
every reseller, so we look to our distributor~ as the ’q~omt of leverage" to thos~reselle.r~ with whom we don’t have
ma~eting rc~tionahip. Today w~ provid~ all our ir~:~adve~ to the d.i.~ibutot’: they get rebale ba.~d on total
~llthrough and the Key Pzrtrter~ who haplt~n to purcha-~ india’~zt get nothing eve~ though they are the point of
|ev~rage. We propo,~ changing this in FY96 by r~waa’ding the distis for their sales to accounts atht.r than Key
Parmea3 and by I:n’oviding ~ directly to th~ ~ K~y ~.

Today, the US has 80 or so re~llers called "Senior Parmen" to whom we provide marketing Iund~. They and our
di~ct n~.21ers r~..eiv~ an av=-age of ~at 3% of sales (spLit into accrued and oppommity fu~As); our distis get
around .6%. Some of th~ ae~ourtt~ ar~ neithor big, st~amgie, or growing-and in any event w~ can’t immediate
swiwda to l:,’ovid~g in~ re.bates lo 70 ac~om’~. Thus w~ ltn’opo~ e.xmnding the tide "Key ~" to our 5
cunmat ~ r~seLiors and the grotrp of 20-30 top ~ who will r~c~ivc the rv..ba~. We i~’opos~
Senior P’a~tn~r ap!~llation for thos~ accotmt~ with whom w~ ~ want to plan. fired and ex~xzut~ some level of"

Seri<x Pa~ t-mat~y actx>t,r~; Ogp~ltmmlX: funds only .....

At the same time. we need to ensure tha~ we optimize our rd~t~ ~ around our bu~. We have two
"investm=t" businesses, consmr~ and B~kOff]c~ and three "sust~ning" ~, DAD, POS, and Deve,toper.
samunm-y of key 8oaL~ by point of leverage and I:msin¢~ might be:

rm~rns ix~,cy ~uned m =’~:k~J key (:Hf)ce95 ~ Win95

a:~sorm~nl ~ rep~mistm~e~t; a~:oun~ omer ~ Key dient-lo.-seever ’ "

FmaJly, wh.~.~ we may l’~ve some cor,._~t goa~s wid’zh"~ cac~ point of ieve~r’a~e, we want !o m~:~
empowering each ar.c.ount rear.get to tune the rebec goals to specific account requitesrm~t~ .I-~G~LY

CONFIDENTIAL
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II. Policy chang~ proposed for FY96

I. Introducing rebates for key indirect d*ealer~

Proposal: Pick key indirect reselfers and provide them a 4.5% rebate. Ta’k~ equivalent arnoum of total
rebate dollars away from th~ di~ti.                                          "

I~S US will spend $110 M in rebates FY95 - all of it with direct pm’mer~ For F’Y96 we plan to re-a!locnte
some of the rebates to the indirect charmel, i.e. rake rebates from distis and spend them with in-<lia’ect
dealers. The benefit is dean, we get a very powerful incentive to offer more partners. As we are only
shiIxing around existing re~ates, the underlying ~ssumprion is that we get bemer leverage on $d; by
spending them closer to the custome~ where more resources are being spe~t on influencing end users
while not affecting sara price or revenue to MS. We also assume that the lower rebates we spend with
distributors will not significandy mapact the way the3, distritmte our product line. We also believe that the
kdnd of rebates we can apply to rese.llers are vasdy nm~e effective ~d ~le (and tremble by account)
so that we can in fact inca~ase sales growth at the~ accounts by ~oplying rr, ba~ directly to them.

Current model FY95: Distribtttors receb, e 5~% on all ptu’cha~es

MS revenue (FPP) $100.00 $100.00 $105.56

Disti Rel3~t e 5.5% 5.5% NA

Disti Net Pnce $~4.50 $94.50 NA

Di~ Margin 3.6% 7.4% NA

Reseller price $98.03 $102.05 $105.56

reseller rebale ~ of MS revenue) 0.0% 0.0% 9.00%

t~ r~.~_ll~" t~rie~ __m~8__03 $102.05 $96.06

Proposal for 1~g’96: Lower distributor rcba~ to 3%; reba~ Z(ey Part~t’$ 4.5%

Key P~lner other indirect

MS revenue (’l=PP) $100.00 $100.00 $105.56

Disli Rebate 3.0% 3.0% NA

Disti Net Price $97.00 $97.00 NA

Disti Margin 3.6% 7.4% NA

Reseller price $100.62 $104.75 $105.56

reseller rebate (% of MS revenue) 4.5% 0.0% 9.00%
N~I re~eller price $’96.12 $304.75 $96.06

Given the cm-mnt ratio of Key Partner indirects to ouher indixect~, this proposal is revenue neutral tO
Microsoft. An alte.xnam proposal would be revenue neam’al under all cases: provide today’s 5.5% rebate for
sales to other indimcts and 1% for sales to Key Partnen (the other 4.5% going directly to the key pnrmea’).
We are evalual2ng this option as well though it ca~ams some um~axral operating for the di~ (like pricing
MS products higher to larger volume ctmorner than small ones! plus operating issues).

The underlying assumption here is the mark-up percentages apptied by distributcr~ for digfercnt siztr. _ - .... ~-_
dealea~. In the proposed FY96 model an in-direct will - including rebam - bave,~ n~ a _        ~

sell MS de.’eases a~ their price will get even worse compared _t° that °t retham~ °eaaer" - -;..~-:- - ’

HIGHLY MS-PCA 2557120
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2. Direct re_sellers - do we need them?

Proposal. Prepare to

One of ~e ~r ~ for k~g ~ ~t ~ ~n ~t~ - wi~ m~ ~ we w~l
m~ ~ ledge ~g~ p~g
~t log~ ~o~p we ~ ~y ~ ~ ~d ~t - ~ ~n ~e of o~ bi~
~= ~1~ ~ ~ of ~~ ~a~ ~ ~ we o~ a ~ ~m~ ~ ~ off~ by
om ~~. ~ ~ m ~ ~1~ ~ ~e ~ of ~uc~ ~ ~ ~ ~e ~e ~g~ ~     -
you buy ~ ~m MS ~ ~ugh a d~. At ~e ~e ~e ~ ~ going ~u~ a ~ ~s of

¯ e ~ue ~d ~ ~ e~ ~ ~ ~fi~ of ~g ~ a few ~e ~ ~ few ~p ~ ~m~
~a ~ ~ ~ - ~ m~ ~ ~ f~ ~e ou~d d~m we ~ve ~ ~y - ~e to

mum~ ~voi~ent m

Se~g S~ E~
~d~t - we ~ not p~ ~ ~e ~ f~ ~-

3. R~ ~ MOLP a~d

Propo~l: R~t~n r,bat~ ~ S~*ct. Ma~ c~g~ r~ ~mral at ~ct~d ~rage r~t~.l

~ ~ ~ ~
~= ~ ~t g~ but ~ m ~ ~ ~ ~ ~ ~" MO~ ~ o~y sold ~u~
~~ ~ ~g ~ ~ m ~ ~e ~ ~d ~ ~u~ ~ ~t ~ buy
MO~ ~ ~d ~mp~ ~ ~ ~ ~ ~ ~ ~ ~ ~~"

~e ~ f~ g~g dd of
w~ ~y fl~
~ ~f~~~~~ ~US ~~~~a~yof
~g ~t ~o~
~ ~. ~ ad~fio~ m~ of ~ L~ ~ now ~ ~ ~t wh~ ov~ 5~ of ~k ~ue
~me ~ Sd~k ~ ~ ~ ~ of ~ ~ a ~1 ~mt ~ ~g.

4. ~ble ~ ~ ~ow for ~unt ~ g~b

Pro~osal: for ~,
actors.

~ ~ ~e ~mgly ~t
~co~ ~m out~d ~ment exit ~d)
he~g~ ~up who ~ g~ m~t ~ next ~. It ~ ~ly ~ ~e ~ ~c~ for
d~ (~t d~

- 2 % ~%) acco~ sp~c~c goMs (p~h/or spzci/z pratt, SE support ~tc.)
- 1~ ~ ~ ~ out ~ M~A 2557121
- (2% ~uct ~

~c~ ~y 0~ ~ ~g ~id ~ e~ ~py of ~5. ~s w.o~d ~ d~~ 3       _~
~cu~g a ~e ~o of

~. ~e ~
av~ge (clu~) ~ 6%. ~ 7-9% ~e~t m~g ~ ~ev~

c~el.d~                          ~ ~d~                               ~8e 3



th~ rauo, or set
schedule ~ on be~ng

5. Consumer/Retail specific incentives

We have reed ~wo a-angs tha~ did not work: Ma.ss Merchandiser Distributor I.ncentive (MI,,~DI) funds las~
year gave di~tis 5% on all sales to a list of 25 m.rgew, d re, carl accounLs ~o cover for.L.he extra sea’-vices they
demanded. Mo~ of the 5% went to ~ price and no extra services were offered. We then moved to
earmarked opporlamity funds - that did take care of the short term sea-’vices like r-ack jobbing, but we have
yet to see distributors commit to the infrastructure investments necessary to help retailers wath reporting,
inventory management, buying and replenixhmenL

We are e.xpestmentmg with ftr~ tier ar.r.otmts that go through disti~ to handle this through changing
terms. For example, with GT this Fall who loaded up on software in on:tea" to fill our Home Towers at
Wal-Matk we provided exte.nded terms that more closely ~ projeaed seli-thtx~gh on those ages.
Starting shortly, we will be providing them exteagle.d terms so that in e~eax~ tlmy will pay us monthly
(wee.ldy would be ideal) based on se.ltqhrough at Wal-lvla~ This timing di,ffermtial amounts to about 3%
savings for GT, which will fund those additior~al services ~ of an account like Wal-Mart. GT’s
ideal lt~mga’am would be to pay us for COC~ when we ship them l~Xluct and the rest when the product
sells through.

We intrtxluced a di.gtributor ~ for socond/third tier azx:ocms this Jan-Jun- This program gives 3%
to distributors who ate willing to pe.dorm the above accxamt-nmaagmaent sea’vices for a ~ of targeted
non-Parme.r accounts. A minimum of 2% (of the 3%) must be used for MS-only demand generation
a~tivities with the dealers such as advertising and mailings. This is likely to continue next semester.

6. The importance of EDI

Proposal: Keep the number of account we require EDI reporting from to the minimum set representing a
large segment of revenues (say 60%), but use MS fmufing to assist on getting tho~e accounts up and
ru2udng in.ctead of penalties withholding our mark~tmg fgads.

Getting accurate sales, inventory and maztc~ share reporting frona a m-direct account is painful although
mosI are tec.lmically EDI capable. Tbe tl-a’eat of losing markexing funds jus~ isn’t great enough and ff
e.afo~v.ed hurts our ability to drive business for~,ard with the accoma. For the bigger accounts the
introduction of in-direct re.bags will talm car~ of t~orting. For the 30 or so other accounts who have an
account manager (and therefore need to track mm’ke.t sha~ and sales out) we propose budge.1 incentive ~
to help fund consulting, EDI SW ~ server cos1 or recoding at caLgtomer s.~n~ The~ dollars ,will be used
on a case by case basis and should help make MS re.porting a priority with intea’nal IS departments. From
rex!uests this seane~t~, we know it takes on an average $10,000 to help an account to start reporting.

7. More focused marketing fund program

Proposal: Reduce # of accounts receiving mark~tzng funds to increase effectiveness with largest, mast
strategic accouats.

For FY96. we will focus the group of partners we spend marketing fu~ls with. Despite our size we are
geaing outspent by smaller competitors in many of our most important accounts. Next year, we suggest a
seaior partner must have revenues of at least $1 million per semester (up from today’s :Ri50K_). This. ~ - ___ _ -~

c~ite~ort w~ll c.aptl.R’e those redirect reselle~ that account for approximmely 45% of ~’~. ’~.~.l]er ~
revenue, a total of approx. ~ resellers (down from today’s 81). When the 6 dirdctr~s~llers bec~..me~.

’indirect (we believe that the indite~ rebate will have this effect), then the resul "_~ng..50 key.~" ~

account for over 80% of Microsoft’s reseller revenue. Open issue is still wear.her or not the ~ ~ ".;
receives m-direct ~J~ates from Microsoft should be the same as-will rer~ve marketing fv-’~ ----’~-" - =-~

HIGHLY MS-PCA 2557122,
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9. Returas

Our curr~nt po~y allo~s ~or 1% un-resaleable (opened boxes) r~tnrn~ which we autommically ca~dit~d to
each aecotmL This camgory of remrr~ is kigher for consumer titles t~an for non-consum~ {3Vord. Office)
titles. We thus plan to raise the allowable un-resaleabl¢ rr, Jairns for ~ software titles from 1% to
2%. And we believe that dLir~ outbound resellem and f~an~ (with growing MOl.,P/~¢lect sales) no

longer need the full 1% unre~aleable

No changes are planned for stock-balancing retm’ns at this time, although several are u~der cortsideration-
These include tiering consumer product~ into A (important) and B products ~md providing mcmatives to
carry ve~-ion 1.0 of new Tier A ~tl~ (so we share the risk of not being ~ble to torecmst well the ftrst 15
months’ sales) as well ~s incentives to make ~ure remile~ ~ fully stocked at Holiday ~rte.        HIGHLY

CONFIDENTIAL
Appendix 1. Competitive data

MS-PCA 2557123
Marketing Funds: Our competitor~ are out-si~.~ding us i" some at-~s.    - -- ¯     . ....

¯ ~ Novell and WP a~e not plarmmg to merge policies or pro~uc~ marm~ement
anticipate any surprzse~ from that alliance. Lores and Nove_IUWP (and most othez
spending more as a percent of des (and sometimes more absolum dollars) with top accounts.:"F’or. . --~_.

example: Novell regularly offers 5% to all top accoma~; and Lotus offea-s more than 5% and up to 7-
.

channel.doc ~icz’t~oft Corttfidenti~’ Page 5



Mutuple ~n~, ~SA, MicrObic, B~uy, etc. ~d ~ey ~or ~e~ mv~t m ~ch ~t -
- not ~ust to ~ch s~c ~ms ~ well aw~ of ~e le$~ ~ ~volv~ ~g ~ ~ide~ for
who ~d w~t ~ey ~d

morn (5% - 12%) ~

foUow~ ~ ~ly

B~ Buy, ~.

So~ey.) Ac~ ~, ~y ~cludmg v~ion ~, av~e

MS-PCA 255"/12,1 --"
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Appendix 2. Points of Leverage--Microsoft US

I
i

FYTD~5 REVENUE
Microsoft TO SCALE

7% 58%
SELL 4N 25% 5%

S~ R~I~ ~= J~anll EUI

Dir. ~u~ ~an !& EU I

CONFIDEN’HAL
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To: February 1995 W~]~DM At~nde~
From: Shane Kim, C~ig Baruholomew
Da~e: January 13, 1995
RE: Con~-umer Division Inmrn,~ional Producl Strategy

Executive Summary

The Con_~uner Division r~.ntly comple.w.d a lengthy process to re-evalua~ our enth’e inum,.ational
product strategy. This aaa]y~i~ reaulte.d m a nvw product portfolio stramg), and ;~ n~w prt~duct plamfng
stra~gy, both of which were approved by CDBtm~ and the BOOP.

We hav~ many and significant comp~itiv¢ advantages inm-aafionatly vis~-vis today’s compexi ,tgrs. We

imernationally. Ther~ ai~ aLso huge barriers to envy imo im~alionai markets, barrie~ that we’re able
to overcome bex~us¢ of our COml~iziv~ advantages. We should take advantage of ~ opportm6ty, the
coaflue.nc¢ of our stra~gic a.sse~ and iimimd/fiagmmted competition, to e.nsu~ eta~ we will be the
leading consumer software company in th~ biggest intea’nafional rnarke~

¯ ~lish fL,~t mover advantage and long-term consumer software le~ciership in major

¯ Increas~ our ability to design and d~ve.lop glo6al products thaz will b~ success~ in major
international marke~

¯ Balance profitability and aggressive expansion wiIh focus and manage:ability

Wha~ we are pruposing for both localization and p~duct playming is ambitious in tin’ms of fir~ncial
r~ourcvs and human capital ~ and we will probably be early in s~veral markets. However, we’ll
make our product and marketing mistakes esrlier than our comp~itors, and we will be well on our way to

be little que:sfon abom our lnvduct commitment to these markets, and we must ensur~ that we make a

Please distribut~ this memo intea~.ally as appmpria~ Comac~ Shan~ or Tomr with que.stior~s, comments,
or suggesfoas. More d~ailed quamita~iv~ analysis is ava~abi¢ upon reque~.

International Product Portfolio Strategy

In coasid~-mg an expansion of our mmmational gn-odua portfolio suategy, we closely ana/y-:.y..d 2 critical
issue:

¯ US opportunity ~ Th~ US Windows-capable home PC ~ed base is apprvximamly
~-5 time~ as big as G~rmany, roughly 10 timvs the in.staLled bases of Japan. UK, and Spanish
language mafge~, as~d nearly 20 times as big as France, Iudy, and Korr.a. Would our scarce
re~xtru~ be bewr spent on d~velopmg more products for the US mark~.~ of - - ..... _-~

¯ Localization cos~. Unlike Microsoft’s traditional productivity prvdU~;.the !~"

the initial development COSL This can have a significant urt~ct on the econom~ .~’-             ..-~-_-" -

CONFIDENTIAL MS-PCA 2557127

conm~n~.doc Microsoft Corffidential Page 1



Product Portfolios By Language

The following is a table detailing localized product portfolios by langxmge. Products that are currently

localLrm~ m’e italicized and sl-mded. PRS will contain the lal~st RTM inlormadon for these Iocalazed
ve~-ions:.

Reference &
doralion Kids Entertainment

Intl English
(Z ver$iou.~ only)

I-HGHLY MS-PCA 2557129 --"
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This embedded spteadsh~ displays all of the Division’s planned locaii,zafions by pcod~Jdl~xsin~ unit:

¯ HIGHLY
CONFID~ MS-PCA 2557130
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E n c arm Lo c alizali o n x

Our curmat plan is to localiz* Encarm ourseaves into mternafioaa~ Eng|ixh. G~rrnan, Japan~. Spamstx
F-rrmctL and Italian. Although the cost to localize Eacartais smep (more than .$40 million over 3 years for
these languages), it’s absolumly critical to control deve.lopmemt, branding, masketmg, and distribution of
this ¢.omerstone rifle, which is why we lm’Obably will not parmer with local pubLishe~. We ar~ confide.nt
that we c.an develop and mark~ |ocalized vt~iorts of Encarta in these markets profitably.

Korta is the only other manet we wi!d loc.aliz* Enc:arta for a~ th~ Lime. However. becaus~ we cannot
cream a Korean E,-marta profitably oumeave~ we will parm~ with a local pubLi~er to oMlive.r a loc.aliz~
version- This may prove to be a model that we can apply to oth~ smaller rnasket~ at a future dam.

Part/a! Loca/izations

Another k*y part of the Division’s inmm~onal product lxa’tfoLio stramgy is w rt~luc~ the numbe, of ful]
iocalizafiot~s w, do for games and incaxase the number of langtages we partially localize (does and
packaging) our games into. In many way~, games at, ~c to our mark~ dov~lopmeat efforts. We
have seen in the UK and Germany. for example. ~ games ~an get us into new consumer chan~eLs
through which we can the~ dJs~n’bu~ other M~crosoft Home produc~s. An ~ result is thin we aJso

We be.lieve t~t partial localization is already an a:cc4~l induswy pramc~ est~cially since many games
coraain iiale mxt in the softwm~ itself. We will parl~ally localize game. including ore" ¢xisting games
(Flight $imulaa~, Space Simulator, Golf, e.~). into C.,¢nnan. ~apaaes~ Spani.~ ~ ltaliau. Koman~
BraziIian Pormgue~ Dutr.k, Swvdi~ and H~. We will not. however, partially ~ games that
n~qu~ country-specific commt, e.g. $occ~ and B~

A imy objective of our international pr~luc~ portfofio stringy is to delivea" a broad portfolio or a critical
mass of pro~uc.Ls to major international mm-kets so we can estabLLqh om’s~Aves as the markeA l~d~" as they
develop. We haw explicitly n:jectr.d a strategy which would diffuse our effom by using r~ourc~ to
detivta- a smaller number of pvaducts to more markets. In ord~- to focus our ~sotm:~s and efl’orts on ou~
bigger interaafional opportunities, we cannot consider additional product localization.s at this time.

However, the Division is commitmd to r~eva~uating our mica’national product portfolio ~ramgy eve~-y 6
monflts. We will cortsider adding new markets for con.~tmer localiza~orts at those tim.. _

International Ver~iorm of Bookshelf

The BOOP has askexl us to consid~ delivering additional Iocal.iz~ versioms of Bookshelf. in part to
support and leverage Micr~soft’s Offic~ busine~. "I~ Division will be analyzing this opportu~ry with
Desk-top Applications and will submit a proposal in em-ly 1995. If we agree to deriver mo~ localized
vemons of Bookshelf, we will most likeay sota’ce coun~’y-spexsfic contrmt from a local publisher, a la our
rdafionship with Langens¢.heidt on the G~rman vta~’ion of Book.sheLf. Howeve,. we should try to ~ a -__

Bookshelf co--on to a~mess to the pub~h~r’s content for other CD-ROM titl~ (se, ~or-eigni _ " ---- " - ’~--

Publisher PamnersMp$ section below).                                          . .... ~f~ _ ..

CONFZDENTIAL         MS-PCA 2557132
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Locat~tzed Macintosh Versions

We have decided not to cre.ale additional local2ze, d Macintosh versions of our products at ttus t~me s~ we
can focus on delivering the many Windows vea"sions we have corramtted to. Windows is cle, arly the
predomi.rmnt home PC platform worldwide, and Microsoft delivenng mo~ Windows consumer products
will cenairdy help to solidify that position. However, we will closely momtor home Mac mstalled bases
internationa!ly, especially in France and Japan. so we can adjust this s~ttegy if necessary.

Foreign Publisher P arine~hips

b.s pan of the Division’s inteamational ~"axegy, we have com~tted to ~’ing the rest of FY95 to
investigate parmerships with a selea grtmp of publixhe~ i~ key internatic~al markets: Germany, France.
Italy. and Japan. The re~sor~ why this is an integral ~ of

¯ Det’easive coml~l~Cive co~sider’~lions. Mo~t. i~ not all of these publishers ~re in or are
platw2ng to get into the �~D-ROM title dev~topmeat busine~ now. They will eventually
learn how to produce good quality titl~ themseave~ or will parmor with someone ~ to do
so. and they will be a formidable c, ampetil~ against localized vea’sions of our CI~-ROM
tides. We could be faced with a sle~ of powerf’ul compe, tit~ in major mtermtionai mark.s
if we do not move to partner with the~ publishers om~lves.

¯ Efficient ac~.ess t~ grit local �:¢mtem. Pamtering with the~ publishea’s will give us
efficient access to the content r~ to develop CD-ROM titles with the grea~.sa local
potential eliminating the need to work with multiple ~aller parme~ with pomntially

¯ Marketing levm’age. We can mm rrmny of th~ m~-keting asse~ the~ publi.daea’s enjoy to
our adv*,mtag¢. Par~ with thean wottld ¢mable us to lev~a-age the~ in-and ~:l~ity to more
effici~mfly develop equity for Microsoft Home. We can ~so learn how to market contemt-
orie~at~l produc~ to cu.~ome~ in these cotmtries as well how to work with non-traditioral
software retail channels.

The Divi~on’s Inte, llec~ttal Property group witi irdtia~e discussions wilh ~elected publishers ha early 1995.

MS-PCA 2557133
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International Product Planning Strategy

The Consumer Division has hi~orically done a good job on locaikzafiort, especially on products in
r~vision. However, it’s clear that o~ newer consumer products will ~ an intemat~na~ product
planning effort and commi~ent ~ most of M.icrosoft’s other products, ¢specia33y given our

aggressive localization plan_q_

Unfortunalely, we do not have an inI~as~ruca~e or processes in pla~e to systematically and efficiently
gather up-front global re.arch and feedback on castomer e.xpecta~ons and .~x~L.~memts for conumL
character, user in~ or design trr.a~eat of our products. To ~ddmss this growing and important
need, the Division will be taking seve~l significant s~ps to ~chi¢ve our objective of inc~asing ou~ ability
to design and develop global produc~s thin wRl be

Direaor of Loc~n

Tomr ~ recently named Direaor of Localization for the Division. We realized we needed to ca’tram a
team to focus on in-the.~fie.ld product plarxrdng and tm~omer ~ in the major Lnmmationa] marke~
and to drive pvtx:t~ improvemem~ afax~ the Divi.~ion to en.cm~ our su~ deveaopmemt as a global
products developer and publisher. Tomr will head this taam and provide the full-time leade~hip that the     :
challenge de~’ves. The Ireland localization team will continue to t~tx~rt to him.

International Product Planners

We need to dramatically imlxove our ability m cor~ct inmmafioml prodm:t planning rt~emr.h and

- ~Idressflziscrificalneed, wewfll ~m~llyh~ ~mm-nauon~t~’oau~pum~e~m
who ~ live ~n-counwy and coordin~ ~ ~md o~ ~ p~ ~ (o~ ~ ~ ~

~M ~ p~ ~ ~ ~ of ~ w~ ~ ~- ~ ~ ~
~ p~ ~ p~y a ~ ~le m ~g ~ ~ ~ofi~ f~ ~t
~ ~ ~e ~ ~gh ~ ~ ~ ~ eff~

~ ~ ~ p~ ~y phony ~t ~ ¯ ~ o~ ~ey ~ ~ ~ ~
Di~ ~ ~ - ~ ~ d~ ~ ~ ~D. We ~ ~ ~ ~lufion ~
o~ n~ f~ m~ ~ ~~ ~ P~g ~ut ~o~ f~g ~ ~ ~ ~ ~Y

wel~me. Ho~, ~ ~ ~ ~ng~ ~ ~e ~on’s ~le ~ of ~o~ f~

Intermztional IntelIecmaI Properly

It is po~-ible that the Division will ~ to m~gmtmt some of our pt~ucts wi~ local content in the futm~
In fact, this is the current plan with produas and dfle~ such as Soccer and Complem Soccer. In additiott.
our pcxenr~l work winh forrign publi.she~ will requ~ experienced inmIlectmfl prt~xa~ r~ota’c~ for
cortte~ acquisition and contract negotiation. We therefore are also plannning to hire 1 international
intellectual prolx:rry managers m Europe in I:’Y95. Aga~. this manager my physically siLia~ �~bsigliary. _~

office, but they will ~port t~ Pe.mmo, Division ~r of Intellectual Property.. ..... HIGHLY
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Appendix A

Win~C-a

Ua4ted St-~t~- 5,510 ! 6,1~7 7,178

German7
1,083 1,237 1.453 1,739 2.0~4 2,a 16

Japan 642 789 925 1.036 1.1’~

Urdtt~ Kingdom 501 628 751 851 ’ 941 1,016

Spard~h Mar~ts ~82 581 646 689

France 185 2A4 321 401 4"7"7 I 543

Ital~ 200 265 320 372 428 4~3

Korea 28~ 322 359

Spa~ 168 2O7 233 258 283 308

Brad] 155 198 2A7 292

Swi~er/and 117 149 183 208 233 265

Tai~an 116 1~3 168

PRC 85 I10 IA4

Auatra2ia I(X) 125 130 136 143

Denmark 58 81 104 122 136 150

Belgium 56 79 93 103 110 116

Swcxltn 50 58 69 g I 92 100

Auatri.a a7 59 66 75 85 92

United St__tt~! 18,9~ 402419

Gt,,.a37 I~% 19% 20% 21%

Japan 7% ~ ~ 11%     11% 1

Umttd Ki~ 7% 8% ~ 1~ 1~ 11%~

S~h M~ 7% 8% 8% ~

tt~7 3% 3% 4% ~% 4% 5%

Korea ~, 3% 3% 4%

Sp~ 3% 3% 3% 3%1 3% 3%

B ~il 2% ~ ~ 3%~ 3%

Sw~e~ 2% ~ 3% 3%~ 3% 3%

Tm~ I% ~ 2%~

A~t~ I% ~ ~ 2%

PRC I% I% I% I%

.̄ S~den 1% 1% 1% 1% 1%

~Y M~A 2557135
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To: February 1995 W’WR.DM Anendees
Prom: DAD & POS Markeung Teams
Dam: January 31, 1995
Sub)e.ct: Executive Summary.: Desk’top 95 campaign

The I)esktop 95 iannch will be by far the biggest launch ever done by MJcroso~ I.t.is a huge and unique
opportm’ury to create a dramatic plaa’orm ~ to a new market-leading operating sy~em and to own the
new platform with our desk-top applications. We need to have outstanding channel presence dmnng the
launch period, rnakfing it very hard for applications competitors to capitalize on the plal~orm shift, and
making it very difficult forOS co~tors to cotmmmct the move to Windows 95. We need to ertyare
tha~ Windows 95 and Office 95 are firmly linked in the minds of customers, parme~ and press, and that

incredibly aggressive to ensure super-high market shares for Windows 95 and Office 95.

In additio~ to hitting o~r quandtmive targets, we should striv~ for som~ visible, emotionally satiating, big
impa~ event thin will prove to obser~,e~ that De~a~ 95 is a phenomenma. Things ~uch as:

¯ W’m95 & Offme95 ~p ea, ery dismq~mr’s ~ 10 list.

¯ Huge queues form in front of shops in Tokyo’s Akihal:~ra, ~Tth Street Photo in New York, and
e~valeat~ in major cities in the world.

Ke~, metrics
¯ Exceed 20 % W’m95 & 25% DAD apps (25% of Word & Exce.I installed Kase ~aer ~

l̄loeatexl) nl~’ade penegation within 12 months afxea" ~tip.
¯ Att~:h ram of 35 % for DAD apps oa Win 95 upgr’,~les. (Atmc.hrateisdefmed~s~of Win

95 ~ Ixtyers who ~ buy an ~ �~" stand-alone ~ licemse).
¯ ht~:h rat~ of ~t le~-t 10% for Win95 Prosting (10% of Win 95 Upl~ade~ ~ buy Frostmf0.

~ is a WIn 95 Add-era prtxtuet, sometimes referred to ~s the "Plus P’~:k". Its Ieamre~ ~re
Supe~-Compr~mion (197), ~, Bac.kgn:nmd Agent, RAS Serve, m’u:l some fun utilities like

¯ Oflli~ ~ ~ 90% and calegory ~ will increase significantly for Word & Excel
worldwide.

Tot~iine rnessat, ine for Window~; 95
Windows 95 gi,~s you becm" ~eess to the power of y~ur PC.

1. What you w-mat to do and more is now possible (32 Architecture,
communications/messaging)

2. Whamver you do will be more fun (Video & Game support)
3. What you do now will be easier and fasm:r:. (a) Get started and learn new things easily

due to the new U’I; (b) Plug and Play le.¢s you just plug in peripherals and have them
work.)

Tooline messa2in~ for Office
Office 95 is Itm esseati~l tool for geaing work done in a changing wodd.

1. Allows you to get work done fa..,~w and easier
2. P~ables you w make beaza" business decisions and improve work processe~
3. ~ you navigate the changing world _ _

What is Office for Wmdow~ "957 ....
. - ....... :~

~ and best W’mdows 95 office suite
¯ W’trd2 o~y

Consistency and mtega-a~on with OS
Tuned for performance, mtdtitasking HIGHLY

CONFIDEN’I2AL
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Extension of succes.~l Office 4.x pillars
¯ Ease of use wi~h new and ~v~
¯ ~m~on ~ new and ~v~ O~L~

~o~on ~p~on ~ ~ows

HIGHLY MS-PCA 2557138
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Planning for Desktop 95 (Win95 and Ofc95 Sirn Ship)
5t~

This memo summarizes the key resource issues, programa, and plans for the joint tatmch and marketing
of win95 and Office for win95 (Ofc95) ~ to be imown as "Deslaop 95". The goat’is to provide
everyone, particularly in the field, with the information they need to plan effectively and allocate resources
properly. Of course there will be individual plans from the PSD and DAD marketing teams covering
issue~ specific to their respective products. Any questions or eomme.ms should be fortwarded to RobbieB
or RuSL

Basic Principles and Recommendations

1. "Desktop 95" is the joint lamach of Win.95 and Ofc95. These two prtxluc¢ launches should’be dewed
as a tightly imegratetl effort with several componemm:
¯ Integrated planning for a tmified chamad pu.~t. The goal is sire-street availability where eve,

and sales of Deslaop 95.
¯ Aggressive integrated mes~ging across all corru-mmications vehicles, with a disciptined focus on

syma-gis~ PR.
¯ Aggnmsive joint effort to speed ~ adoptions of"Desktop 95"~ across all se$~nents (LORG,

MORG, SORG)
¯ Integrated resotaxe planning for maraffacttwin$, distributiort, sales uainin$, P$$ and customer

service logimc~

We are not saying that every W’m95 effort taxi every Ofc95 effort must be joint. We are saying
should be f~ m maximizing syner~y and ievea-ag~. For example., while we will have sign~icant joint

- PR activities, there will ccmtinue to be very important s~x:ific PR activities for each product grtmp.

2. Budget plarming for’Desk~p 95" should not be distt:nxed by the overlap ofleY95 and FY96. PLan
"Desktop 95, as a coherem effort, with the componem budgets of Win95 ~ Ofc95 internally
con.cismm as an mtegramd effort. ~ the remainder of FY95 planrdmg you .~hould:
¯ Assume no revenue in FY95; Tier 1 countries (except Japan) should plan for revenue for both

products in Q1F’Y96 with most other ~es in Q2.F"Y96.
¯ Consider additional plans for ~ marketing ~’xivity in Q~F’Y95 to sustain sales

(particularly for Office lm:xlucts) leading up to the laanch.
¯ Budget in FY95 for pre-launch marketing activities for Win95 to prepare the market for this new

Product ~che~u~e

lamer RTM information by language. These dams were chosen with the objectives of (l) lneSetw2~ the
benefits of tim-availability of WirO5 and Ofc95 in each language, and (2) minimizing the deferment of
revenue from holding product. On the Office side, these dams apply to ALL products, including both
Office SKUs and Word, XL, PPT, and Acce~. A complete set of schedules by kanguage can be found in
Appendix I.

-- MS-PCA 2557139
Date Recommendation on announcement & street d~te-

marketing push begins in EngLish language countries. All other subsbegin
product. Subs that have localized versions of Win95 available may begin to selI" .Lt~ -
should hold ~eir major marketing efforts until September.

HIGHLY
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Sept 5 We.stem European and Latin American armotmcements of localized vermont. Heavy.
marke.tmg of Wm95 & Ofc95 should begin for all "f’le.r I E~ro/LA languages.
French- ]r~liar~ Spanish, SweAi~h).
T~ex 2 ~ Ame~can languages should participatm in Sept 5 annotmcement~.
Since they will not have Office for I-4 weeks, each country will have.to decide whether to
hold their marketing efforts longer or begin pushing wings without Ofc95. (Dutch. Dartish.
Norwei~eax, Porto ,guese, Finnish. Brazilian).

I.ate Oct Far East, Easmm Ettmpean, Gree~ Turkish vea~ions sim-armounc~ & sim-avaJ.hability.
Dates will v~y by language but Win.95 & Ofc95 ~’~uld have sire-availability m each

Jan 1 Bi-Di ve~io~s sim-announc~ & sim-availabitity. Dates will vary by language but Win95 &

Key Points
¯ The decision to have ~nglish produa sim-mmounce & sire-availability on Aug I is based on the

American language~ on Sept 5 due to ~ large revenue impact of holding F.,nglish
¯ Eaabling subs to sell localizexl Win95 prior to the official armocme¢ dam in e~rlY Septe~nbea" is

neeessa~ given tbe mark~ pressure to sx~pply prtxlua fo~ emqy m:lopte~ crewed by the availability of

¯ The decision to hold marketing efforts until S¢lmmaber for European & ~ American versions is
due to the fac~ that Augus-t is a par~ml~rly poor time m ~ products and thea~ is more matke, tin$
leverage for Tier I languages frum pushiag both W-m95 and Ofc95 together in Septamb~.

¯ Tier 2 ~ iangu~es will have m manage a de.ka between annotmee m’,d availabilhy of Ofc95.
TI~ will necxl to de~-mine whe.am" m begin their major marke.fing push for Win95 at latmch in
early Se.pt~nber or when Ofc95 is actually availabi~ in ~ Septm’nber or early ~.

Business Planning

FY~95 Revenue Refgreca~t
Based on performance in the first ~ of FY95 n~l the best informafi~ we have on ~hipping dales, we
~r~ re.fo~cmming o~r rmnmue plts in the US. As it rams out, evem though w~ won’t ~e USING Win95
rtweau¢ in this fiscal y~m’, we ~ plea to mee¢ ~ total rtwsmue forecast in the US due to over-budget

DAD ~ this should help other markets work thrtmgh their numbers.

In the US, we did not forec~ any revenue for Ofc95 apps in F’Y95 and o~r forec~t for Ofc 4.x ~pps
assumed a relatively normal trendli~ thrtmghout the year. ~tly. th~ slip itsetf has trod little
effect on our rmtenue planning. However, DAD US Finished Goods business w~ substantially over
budget in the fia’xt half (extimated at 124% of revenue budget or El ITM ovex budget), so we are re-
for~asting l~ me~md half of the year. Our initial estimate puts USI=G revenue for the second haft ~
$500M for atl DAD products which is $58M over budget (I 13 % of budget). This means that DAD will
end the year a ~ of $175M over budge~.

In the US, PSD F-mished Goods was also substantially over budget in th~ first half (es~imal~ at 276% of
plan or $55.5M over budget). However, sance we forecasted Win.95 reveaue s-tm~ing in
re-forecast for the seecmd half of the fiscal year i~ now $45M for all PSD

.. budget (22% of plan). Tlas means that PSD will end FT95 a total of $100M under.budgez.. ~-~

e’~.. I-HGHLY --
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FY96 Revenue Planning_
Based on the re~tsed win95 RTM dates and the rel~ed Ofc95 delta.s, all revenue for these product~ should
be budgeted tn FY96. Specifically we recommend the following co~ervanve revenue dates bY h’mguage:
o EnglL~ language product will begin generating revenue m Au=~us~ 95.
¯ Germart, French, Italiar~ Spanish. SwedJ.qh productz should be fo~ begmrting m September 95.
¯ Dutch, Braziliam Portuguese, Damsh. Norwegia~ and F’mai~ versiorts should ~t)e forec.a~ed

begim2ng in October 95.
¯ Japanese, Chinese (traditional). and Korean will begin geae.,-atmg revenue m November 95.
¯ "I’iex 3 languages will generam revemue in the November to January tamefi-ame (see Appendax I (or

We are currently plarming the fotlowing US English pricing schedule. The specific "wa~erfall" of prices
down through all Select }eye.Is will be available xh~rtly. Note that while ~ is the plan of record, there is

u.~r has to also buy Win95 to nm the upgrad~ This pricing issa~� will be ~ with the BOOP
shortly, and will definitely be re~oived befot~ FY’96 rev-’nu¢ pl~ begin.q.

Product New User ($ERP) Upgrade ($ERP)
Office Standard $499 $299"
Office 1~ $599 $399"
Indiv Ofc Apps $’339 $129"
Sebedule+ $99 $79*
W’m.95 ~ ~ $109~’

We are o,m’ently developing mix ard unit volume projections for Win.95 and Ofc95. These ~ be
available shortly and ceaxaialy prior to the WWlLDM.

Marketin~ Bud~e~
To help s’ub~dim-ies and th~ US field plan, w~ have included pivot tables from a six month Win_95/Ofc95
DRAFI" marketing budget. This budgea divides th~ timing of spending into two periods:. (1) the two
month~ prior to launch 0.,-2) and (2) ti~ ~ plu~ the following four months(Lmmch/L,~). The d~a
below indicams that a s~ller portion of the spe~ will take place in FY95. in paxticular in ~
whe~ English langu~e pmduc~ will be sold. One major exception is for W’mdows ln~-lamw.h educatior~
whe~ we do need to spend significant marke.fing doll.s to prepare customers. The other exception is
incremental promotional work ~ to sustain Office .~,ales through the ~ spring and early stmam~.
In genea’al, however most si~nding will fall into FY96, and this mear~ tha~ some planned marketing
dolla~ should "fall to the bot~ma line" in FY95.

The table below stmunariz~s the total pr~luct marketing spend for win95 and Ofc95 in the US for ~ six
months arotmd the latmeh. Note that this do~s not include ~21MM in Wm95 advertising that is
as part of the brand campaign and does not include channel markesing fund.qrebates. We separated these
out so that subsidiaries without brand executions or with diffewent channel marketing models can gauge
how much to s’pe~ in each c~tegory. It also assmnes that there will be no Oflice TV executions during
the launch fimeframe which is sti.tl a po~a’bility under discussion. ....

~-~

HIGHLy MS-PCA 2557141
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Sum of Amoum Time
Asem L-2 Launch/L.~ Grand Total

Adverusmg $4,482.000 $14,2X)5,000 $18,687,00C "

C?mnnel Maumais $’225,000 .$400,000 $&7.5,0~ - -

Dir~a Mk-tg $’200.000 ~2,650,000 ~..850.00(3

Even~ $150.000 $’2.995.000 $’3,145,000

Marketing Research 1:280,000 $380,000 $660,000

Other $I I 1,000 $850,000 $’961,000

PR $1.288,000 $1,150,000 ~.,438,000 :

;ales Tools $795.000 $130.000 $925,000

Samples $400,000 $1,100,000] $I.500,000

~ ruble looks ~t the same dam on a ~� ba~ by time period. No~ s~’pdsinsly, the vast majority
of s~.nding takes place aP~ the launch.

Tiffs table summarizes the data based on mmkefing discipline. Advertising B clearly the highes~ spending
ar~a, although PR is significant prior w the launch a~ ar~ dir~c~ markexmg/evemts during and aftex the
lamach.

Sum of Amoum Time
Ar~a L-2    Lamlch/L-~ Grand Total
Advertising 54% 59% 58% - - - " ---- - ~-~-

Dffrct lvlktg 2% 11% 9~ " "I [ Z~ ~

Events 2% 13% 10~ - --
Markr.ung ge.sear~ 3% 2% 2~ MS-PCA 2557142 ---
Ot.er 1% 4% 3% HIGHLY - -

cONFIDEN’IIAL        - -
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{S~ Tools I0% I% 3%

]Samples 5% 5% 5

IGrand Total 100% 100% 100%J

The budget file contains all of the de..~il from these rubles. This is found on
\,ch~.am~w-wrdm~chbg2-,tl~ We recx~rm~ead ~ you look at lhe spedfic pivot tables
for Win95 and OfcO5 since some mq’dng and functional spending ~ differ significantly between ~e

ManufaauHr~ and Distribution ChaIlenees

Sire-shipping Win95 and Ofc95 will slrain every s-tr, p of the manufamm’ing and di.s-mibution proc~. Wc
will e.,,xmvdne cac, h of th~ key art~ ~lativ¢ to the needs of an integramd Deslaop 95 latmch. Activities

¯ Secttring ¢.,xmgh raw ~
¯ Seozring s-afficieat disk duping, CI) pressing, manual printing, and asse~tbly capacity

~ Mfg needs to consida- capacity ~ under diffe~at RTM deatas bexweea Win and Ofc :

¯ Secming adeXluam storage capacity (e.ith~r with assemblers, channea parmeax or 3rd party warehouse)

¯ Mapping the Imild .w.heckfle for all W-m az~d Ofc SKUs acax~ rtmltiple build Iocaticms
¯ Managing th~ logistic, of ~hippi.ng all Win95 and Ofc95 SKUs a.ssembled at mulrlple site, to multiple

diffettmt cxtstomea~
¯ Managing IX~t-se..Ll in invemory flows and stock balancing to ensta’e good sLrpply levels across all

accounts; th~ includes mamgia$ the n’~.of SKUs (FPP venus upgrade~, Ofc95 versus Ofc 4.x, etc.)
-- input on this will be provided shortly.

Aii Baba provides additional mamffactttfing challenges. If AH Baba is on the Win.q5 (:D and it includes
etu:rypted prtxlucts, manu~actm’ing will need to produce multiple W’m95 CD masters (one for ev~’y
25,000 umts) and tr’~ac which units we~ made with each ma.st~. If Ofc95 is eacrypted, then the Win95
C:D cmmot begin being pre,sed until Ofc95 RTM_& Givem that Win95 is forecasting 35-40% C:D mix, this
would mo’�~ a ~i~nificant pettmnmg¢ of the Win95 assembly into an ove:riappmg position with Ofc95
assembly.

Marketing Communications

Public Rdati~n~;
OvecaIL the primary objective in PR is crtming positive momennm~ for the Windows 95 platform leading
upto the lamc.fk At the mine time we want infltmatials to ]xa’ce..iv¢ M:ic~$oft I)ef~top 95a$ the fme~t

Win 3. I that incte.ases ease of ~ with Ofc95 higl~ighte¢i as me leading example of how ~ can take
advantage of this new onvirmmem. Likewise, we will position Ofc95 as the next goneration of our
leading busine~ applications that make it easi~ to get your job done by specifically taking advantage of
Win95’s new capabiliti~. The net tz~ult ~ be a view from c.u.~tome~’s that we have one. ~t. _
preduct strategy that drives both ore’systems and apps business. He~ are some e.xamp|es of PRactivlties ....--~-_
for Desktop 95:                                                        " --’~---- -~ - "

. . ....
.:...~. -m    . . . ..

Office and Office Compatible apps featm~ along with some other smalle, cam, gory appi~ o~-- ----:.__=_
,~ * From the Office pea-spe~ve, its critical that we educate pre..ss, analys~ and customers on-Hi~ -__

ana-ibutes of a greta Win95 apps -- ~ is especiatly important give~ that o~r early con.facts ~h .the _

-- MS--PCA 2557143
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press covering applicauons mchcate they are pretty poorly utformed on Wi.n.95 itself. Once they trove
this basic k~owledge, we then need to show how our apps exploit those attributes as pan of the fkrSt
Iootc~reviews p roc, e.,ss.

¯ Office participation in the second Win95 reviewers workshop to be held in April for industry pub
cover dales m July/August. Oflqce will also parficipa~ in the Wire95 consumer pubs r~viewers
workshop to be held in the same rough timeframe.                       ..

o To c-~eam joint testimonial opportunities, Office marketing will mirror the Windows 95 Goliath and
Marquee account seeding model. We will t~get 3 accounts who will verbally commit to moving to
Office 95 by launch time and 25 ~:courtts who will act as approved pre~ refea~nc~s dtu-mg the Launch

¯ The W’m95 team will be able to demo various c~mponentx/feanm~ of the Office applications during
tradeshows and other advanced showings of Win95. A specific set of feamr~ and capabilities that
can be shown (and appropriate venuesiaudiemces for this) will be available shortly.

¯ We will do a joint latmch event for both products bzs~ on the ~ availability dams ~
above. Specifics of how Ibis will work zre sti.I! TBD.

Advertising
A broad advertising push will kick offin both consumer and industry press at the time of launch. This
will include a major TV campaign for Win95 as well as related print campaign~ for both WiJ’t95 and
Oic95 (Ofc95 "IV mill TBD). Totz] expected expenditures in the US will be roughly $40M ~ see the
budget dam above for more demiis. While there are no plans for joim advertising, we will utilize media
placement and the general brand look to tie the work together. In addition, the Office advertising will
incorporate both Win95 and B~kOffice as impornmt s~b-themes in both launch and sustaining
campaigns. Pronaotional advertising for the launch will be driven by resellea’s utilizing marketing
opportunity funds provided through the Destctop 95 eharmel promotion (see below). We may provide
some national promotional advertising as "~ir-cover" during the lntmch but th~ is s’fill TBD.

Direct                                    -
Our direct activities w’HI be orgzrtized into two componeaats: Microsoft reg base activities and prospecting
off of other lists. Specifically, 7/VIM Windows regisxe~xl nzmes wftl be eo~la-~red out to key Mail Order
re~r, ellers who will offer both W’m95 and Ofc95 apps upgrades. In additiot~ Office may dir~a mail offers
for individual apps and Office to its own t~g base with an emphasis on targets w~ can identify ou~ide of
Morg/Lorg accounts. ~ would include an offer for W’tr05 (since ~oattm’ie~" are requia~).

The ism~e of whether we provide a dirr~ mail offer (as opposed to just providing notification that refers
people to the channel) is an ~rea whea, e the Windows and Office teams m’e not yet in agn~ment. We will
resolve this in our next BOOP review meeting in J~nuary.

On the pronto:ring front, the Win95 team has developed a highly qualified prospect list of 80k key
individuais in 52k medium-size ~ ~ites (r~m’esent~ nearly gram PC’s) who will be targeted for
the Win95 Pre’v’iew Program. Office will leverage this prospect list (and those who participa~ ha the
preview program in pm’ticular) as a le~l generation som~. All preview program participants will be
mailed a ~peclal Ofc95 opgrade offer when the product ship~.

Seminars
We want the field to conduct joim seminars to armounce and push W’m95 and Ofc95. The current plan i~

the irdorrnation they need to move to Deslctop 95. Specific .~ripts mad content for the~e se_Jni~m~is.~ill .....~
being worked out and will be provided as soon ~s possible.. . - - . .... ~, 7.~

HIGHLY -
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R etail./S org Activities Plan

Obiectives
Ove~ll, we have four objectives i.n the remaiJ (inbound) cttannel where we ~ ernplaa352~ Sorg customer~.
¯ Maximiz~ Win95 & MS ~omplementary product revenues
¯ Launch Ofc95, establish MS as Win95 platform leader ’
¯ Achieve an anach rate of z,0% of Ofc95 on new Win95 pm-Omsez - -

¯ Sustain high post-launch rtm-ratez; prepare for Holiday 95 promotion

We will focus on a Deslaop 95 ctuarmel promotion that uses three toots centered around the win95 launch:
(1) an end user offer, (2) a channel rebam, and O) targeted marketing fund ~g.

End User Offer
We are still woA2ng out the specifies for the laa.~ie earl user offer. The goal is to provide a
incentive for the customer who buys W’m95 to also b~ other Microsoft applications (Office or Consumer
titles) at the ~me firae. Past e..xpea’iea’w~ indicams the c2aarm~ will use ~rm95 aggr~v¢ly to da-aw

end user offer is to make sure they seA1 the~a .~ products at this time.

Channel Rebate                                                                        :
we will provide incv"drtental re2nm~ on "W-m95 pt’uduc~" (Ofc95 app~ and Con.,;umer apps) r~venues.
The rebam will be based on the ratio of W’m95 prvducts-to-W’m.95 units. In gemea-al the higher the number
of W’m95 pruducts putr.tuased relative to the number of Win.95 units purelmse~ the higher the rebam. The

Markefin~ Funds
We will work with each major account to cu~J3mize individual channel plans for this latmc.h. Th2s will
enable the channel to offer a variety of di~f~ offers fl’ta~ ~ map eon.fi.~m~y to our overall goals.
We will make the following funds will be available for fltia effort
¯ Pundmg plan

~ 2% of W’m95 & W-m95 products revenues
~ $7 million supplemental marketing funds to be allocated

¯ Funding plan priorities
~ Pre-latmeh ~eI RSP trainittg, edueafiort, cornmurfica.tion & event~.
= l.~unch events, ELI offer adverfisiag, secure shelf & page space (retail & mail order)
~ Collateral sales, seminars & n’ainiaag kits

Other Activitie~
Due to Win95’s visibility, thea, e are two charmel-relax~d ar..tivities that are ptanned just before launch.
These two programs are outlmecl below; de.tails are sxill being defm~ with OEM and EC"U.
¯ Win95 OEM coutxm program - this program is designed to mimmi2e the di.~n~ption to OEM sales

due to cub-tamers waiting for Win95. It would allow OEMs to include a Win95 coupon pre-taunch in

o, "Coming Soon" period - So~ae resellers will s-tart early and begLn reserving urtits pre.-street. We can
turn this i~to positive sales momentum and ltmavide more conlrol and equity by making this into a

Microsoft lm~lucts are "coming soon’ and providing a specific avaiiabiliry dam. "I’h2s coald inclade_
Ofc95 apps as well .... .-

Since we will ~11 rte:ed to sell meaningful quantities of Ofc 4.x applications to tn~rs who do~,~uy~-" -     -
W-m95. we rteeA to work with me channel on stocking and seLLing priorities. We may also ne~r~_,~t:o~_’de

HIGHLY
MS--PCA 2557145CONFIDENTIAL
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Objectives:                                                                  :
¯ Prepm~ customer’s Io begin deployment of W’m95 and Ofc95 ~ 30 days of laun~
¯ Move 30% of dee~laop$ to Win95 and OleO5 within six monks
o Stimulam use of SMS as deployme.m tool
¯ Idenlify & capitaI~ on othe~ B~D~fice ~ oppor~es

The Des~op 195 Migration Challenee
The Deslcmp 95 Migration C2udlenge program is a sex of tools and a process for using them designed m     ,.
lead cu.~,ome~ th~roug~ ~ mile~cme in the deployment process. The IX’Ognm~ will be e:xecu~exl both by
the M~czosoft LORG account teams ~ by Solu:don Provide~. For eve~’y mile:stone in the planning
pcoce~ the~ is a specific deliverable which will be monkot~ either by zhe Mkaosoft Ccnpora~
Migration (2~II¢m~ Team (for participm~ng LORG’s) or by the Solution Provi~ or Ombound Re~lle~

defined and will be distn’buted shor~ly:.

- Evaluazion     Evaluation team ~ pha.~ imea’nal Pilot deployment plan and
Kickoff briefing forme, d teeing complete rest comple~

Pilot Fuml ptmse testing Deployment begins
deployment comple, m
plan mvise, d

Channd Promotion
As with Sorg’s, we will develop cu,s’mmized pn~r’ams with k~ outbound c.lmnne, l pm’me~s ~nd solmion
providers. The~ programs have the same basic goals as outlinexl above with the ~ goal me, ncoumge
large and medium sized accounts to do large scale upgrade proga-ams quickly. Deca~ of ~ effort will be
available shortly.

Key Field Tools

The following tools a~e available to implement the Windows 95 and Office 95 Migr~ion Challenge:

Windows Tool
O~ce T~ ool

Tool Description

Win 95 Reviewea-~ ~e Ofc 95 Rmrie~a’s Guide ~ve ~ "_tipll’of

:,t~,.~ WinNEW5 dam sheet - "~’~,n-e to get inf~-tme

des~ctop.doc &tax,soft Confidential MS-PeA 2557146
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Long Lead Ki~ Long Lead Kit SKUs, pri~g, order mfo,
marketing materials lis~

Desklop 95 Ad Ki~ Def, k~p 95 Ad k~t Box shorn, promo tag hne, offer
det,,~ripd on

D,~_ k’~c~ ~5 Mer~-h~ntli~rt~. Kit ~ 95 ]v~e~::ha/lrli~rt.~ KJ[ Poi.,qt Of ]>urchas~ rrtate~,’lJ.s

Desk~p 95 R_~il TmJ.n~. Kit Desk’wp 95 R~’~il Training Kit Tmimn~ materials

Windows 95 Intm-aaive De:too Office 95 autodemo Give~ customers the fee~ of
working ~ these new pnxtucts

Leverag~ Office k~t $org Marketing Kit Sales tools kit that supt~,~ the
field in lcveraged $org marke~ng

N/A Ve~cal Marketing Kit Sm’n~ a.~ above., for Legal,

Smscmred Trial Mamrials Slrucmred Trial M~erial.s PPT w/nou~ de.too script, se.mp
instructions

CD/Disk sa and 5cerise Ma~efin~ beta Produa and derno fil~s

W-mdows 95 ~ Kit Office 95 ~ Kit (ORK) C.~ technical
(~RIO docume~nuio~ on how w p~n

and implement the deploymem of
Win95

D~Ioyme~u Guide Deploymem Guide Guide.lines for ho~ ~ ~ a
deplo),ment p~an

Templa~ Template
W-mdows 95 Business Case Similar Co~ sun’a’am-izing key

benefits of W’mdows 95 for
or~aniza6ons, with evidence

W’mdow~ 95 Evaluation Guide OiTac~ 95 E~on Guide Walks the cusuxner throogh

Events & Tradeshows

Our Desk~p 95 event markeang plan for CY95 will be designed w maintain the momentum tha~ we’ve
e~-mbli.shed via participation at indus~y e~,’e.a~s over the past seve~l month.s. Below is a summary of the
major ~vents we hav~ planned between J~ua~, 1995 and l,~mch. Th~ l~X~ram ~:.hedul¢ following ~
section include~ the timing for ~ of these evem~, as well as the larg~ indus~-y trade~ows at which
w~’ll highligh~ Widows 95 and Office 95. H]GHY

MSTV January lhrough May I~95
CONFI~E"NTIAL

Bo~h Wilt95 and Ofc05 will make use of MS’I’V. The W’mdows 95 Tr~nC.a~ is a ~ of bn:~dc~
~ve~ts on MS’Vv" which ~re ge~’ed ww’~’ds high lev~I IT manage~, solution p~vi~rs. VARs, IS

focus on two major i.~-ue~: "Why move to W’mdo~ 95~ and "How w move to Windows O5~’-On~_o~ ". -           --=

;for a schedule of the Windows br~dca_~ and topics to be covered. Office se~-’ion~ will con~ ~ _ " .___~

montltly (cm’r~’~fly on show #3) with discuggion~ about Office a~ a solutions platfor~m Fr~m~_~- _h~_ ~ . _
we will add a short, 5 minute seg~neat which will show some new capability from OfcO5 tha~ ~ -_     ’     . .:’
willing w ~’~ow publicly. In May, we will highlight an on-going case study 0Huscuim" Dyslyophv) and -            ---.

de..s~p.~ v~crosoft Cor~denmi MS-PCA 2557147 Page ] l



how they are preparmg for the move t~ Ofc95. Subsequerrt to the iaunc_2t, the.se Office MSq-V ses~iorts
will focus on the new capabiliues m Ofc95 and the imphcanons for the corporate user. A schedule for
these sess:iorts will be provided s~parately.

Windows 95 Multimedia Reviewers Workshop: Feb. l&2. 1995
The Windows 95 Multimedia Reviewers Work.shop will be held ai Mio’osoft corporate campus Febn~tary 1
and 2. We hope t~ draw at least 100 qualified, multimedia-oriented)omnaIis~. "Fh~ugh denao-nch
sessions we will commurticazc the key multimedia messages. We will look to the subsidia~es to identify
appr~priar~ multi~ned.ia jo~ who should ate,rid the work:shop.

Windowl; 95 World Tgur’: May throuzh Ju|T, 1995
The North American leg of the Windows 95 World Tour will visit 22 sit=s in the US and Canada: each
ev~at is expected to draw 2.000 - 3,000 at~nde~. A preliminary schedule will be available in January.
We a~ curr~ily looking at ways to implement imm-nationally. The objectives of the tour are to generate
exeitmn~nt for Win.95 amongst PC enthusia.~ts and first wave customers, demonxu’a~ the built-in
networking support for Micax~oft and Novell networks to VAR’s, CNE’s and corporate cu.~ong~ deliver
pre-launch Win.95 messages, and demonstrate Ofc95 as a i~mier set of Win.95 applications. Office
demos wfll be confined to features d~signed to leverage W’m95; this will not be an maveaT~g of the entire
Ofc95 f~atm’� set. The field has been asked to:
¯ Provid~ a customer list of no m~rc than 10,000 to include in each city promotional mailing.
¯ Help generar~ excitement and anrdadance for the event with acc, our~ through various methods (e.g.:

accotmt calls, di~riet r~wslcllca~ word of mouth).
¯ Provide 5 or more staff on-sire for the event to belp field que-<xkn~ prx}vide gcnexal support, and show

a strong MS pre~.ac~

Event Marketing Materials
In e~rly January we will be commurLicating th~ details of a prt~gram by which the f:gld and subsidiaries

"SWAT" ~ which can be used to highlight booths of ISV~, IHVs and OF=Ms designing products to
be Windows 95 compatible. Localization of the materials wi[l need to be ooordiruaz~ by the subsidiaries.

Launch Event (Date & Location TBD)
Specific launch evmat plans and creative are yet to be detm’rrtined. Ideas and suggestions .~tould b~

Programs Schedule

This calendar san’ama.6z~ the activities in the preceding sections and their associa~ tin~ng.~.





Appendix I
RTM & Ship s-r~tus on Au~-us~ 1. 1995
This spreadsheet summm’iz=s WirL95 & Ofc95 avail.ability situation for each tan=-mage on August 1, the
proposed dam of the US/Eng/ash ;mnounc~ncnL

Worldwide RTM & Sh~p da~es fo~ Windows & Office ’95

~ ~ US 0 ~ 0 ~ 6 ~, ;ii:ii~ 26-Jm 24.-Ju~

~ Z~ ~ lOd 6m ~ ~[
~

~s~ ~0 100� 3wj ~ ~1 I~    ~ ~    ~R~

g~ 110~ 110¢I
3~ ~ 1~ ~

-HGHLY MS-PCA 2557150
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RTM & Ship status on September 5. 1995
Th~ spreadsheet s-umJ’nanzes Win 95 & Offzce 95 availabiii~’ situation for each lxnguage on Sept 5. the
proposex:l date of the European & Lalin American announceraen~.

Wcxlctwide RT M & $~p clc~es foc Windows & Office ’95 ~_~.~ I
I~e ~ee _ r     IK)r~ ~1 l:)o~o~’n of

I ~Id          RTId     /      Irr~mory l~dn    Str~ dine: " ¯Loc ~s
Win(IS 0ff95]1 ttrn~ W’m95 Off~5 Wlng~ 0ff95 W’tn!~’5 OffgS

Fr~ 7 a ~ d 4 w 1~ ~ 17~ 2~ ~ ~p

t
35 0 75 0    4 ~    17~1    ~ 1~     7~     ~      ~t R~

F~h 45 d ~ d 3 w ~1 1~ 17~ ~ ~ ~ R~

H~ l~O ~ 3w ~ ~ 11~ 1~ ~ N~R~
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Appendix H

Wing.~ TrainCasl Schedule
The Mac_rosoft Windows 95 TrainCast is broadcast via satellite. For satellite coordinates and more
information call 1-800-206-3000 in the Uruted States and Carmcta. Registr~on will b~ centralized
through the 800 ntmaber. There is no registration fee, but ff attendees wish to ar..qtare the tr’a.tru~g
materials they will rn~xl to pay $50 p~r ~

Topic Dat~ l~agth

~ W~ 95 ~ ~

to ~lp ~ p~ d~io~

.̄ --. CONF mCnAL
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To: February 1995 WWRDM Attendees
From: PaW Stonesifer, Steve Ballmer, Jeff Raikes
Date: January 27, 1995 -
RE: Priorities for EU/Consumer/Remil

This memo summarizes some key lessons we’ve learned and lays out otir top-line priorities in the
US market for the EU customer segment and the retail channel in the next year.

Priorities for EU Segment and the Retail Channel

EU/Retail selling is one of our two highest priorities’ in business and skill development. We
expect to see dramatic growth in consumer software revenue and sales through the retail chatmel
during the next few years. To take advantage of this growth opportunity, we must have several
parts of our organization focused on the key priorities for this business.                      :

To gain first-hand knowledge of the retail ~oftware environment, the three of us recently toured
about 25 outlets encompassing the broadest cross-section of oar channel partners. These were
not staged visits - no advance notice was given since we wanted to see the stores as "customers."
In addition to the outlet visits, we met with senior executives at CompUSA, Best Buy, and
Egghead. On an individual basks, we visited several more outlets and met with many other
channel executives dm’ing the past few months, complemented by many ~ons with
Microsoft people.

From this knowledge base, we see the priorities as:

* Demand generation

¯ Instore impact and rnea-chandising

¯ Inventory management

The rest of this memo sttmmarizes what we’ve learned and provides detail on the priorities.

"Back-Office SelLing" is the othe~ high priority.                             MS-PCA 2557154 _%
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Demand Generation

Driving Store Traffic

We need to keep ongoing profiles of our top 10 retailers, their customer demograph.ics, sales and _
masketmg acuvides and spending, as well as competiuve feedback pea" account. We must put
together semiannual plans based on annual reviews with each account that focus our demand
genecation spending on the most levewaged activities for our line with that account. We should
also commit in this (two page) plan to a scales of logistical requirements for that account and
ensure corporate (]visit HQ) adhea’ence m that listing. :

¯ Vehicles that work

We should work with major chainsRetailem and MOR to have them present to us in an annual
forum what promotion and ma.,-ke.ting vehicles ti~y ~ "selling" have in fact pulled up sales in
the prior 6 months, and then we should concentram ou~ spending with that account on those
vehicles.

¯ Demo days

Demo Days for Microsoft ate a way to leverage ore" broad line; monthly dezno days are
realistic goal for lm’ger outlets. However, it is veary possible that the biggest advantage to
dea-no days is the impact the insmr~ de.mos have on the rea~ sales pea~onn~ - we should
require as part of dea~no days commim’mnts that the zezafle~ give us an opportunity to do
employee I~-aining on the products and lines being highlighted.

¯ Logistics: eaHy package shots and prices

This is a no-brainea" - early package shots - as much as 4 months ahead, must be provided for
reta.Llers planning promotions. Pricing decisions must also be solid at that dine, even though it
is understood that pricing may move as additional competitive knowledge is acquired. We
must set reaLi~c release dale.s and make them, othea-wise all marketing ac’dvity by the reseller
w£11 be out of synch with product availability.

In-store Impact and Merchandising

Promotions: In-store Demand that Works for Retail and Customers

We must keep our promotions super simple and "knowable" by even the busiest customer and
reta£1 sales rep. One of the best ways to accomplish this, is to build the promotional offer, right
into the box. We must decide major promotions 5-6 months prior to roIlout lev~r~.g~
our top retaJ_l partners -there must be total agreement between channel fnd produc’t.-~_ ps qn -
design and execution.                                  --    -:7~ ~          ° ;_

CONFIDENTIAL - MS-PCA 2:5571:55 --"
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¯ Section promos

,~,’~ variety, issues

In the ma.jonty of circu~c~s, the numbe.r and variety of promotions and the

disbm-s~ nature of our product line (in many sections) made it difficult to ’7xnd" our__
promotion or to quickly grasp the promotional ofi:er in the v~-y few .s~conds that the
typical custorr~’r may give to the oft:er in a busy ~ shopping expea-iemc.e.l.n our
opinion this was also ~’ue for most cornp~tors as well. We must £md a way to tes~
ou~ offo’s in "u-ue to life" situations whe~ customers and p~rsormel ar~ bombard~
with promotions mad information - possibly, t~s~ing in a few outlets, with comparison
against control outlets.

¯ Thre~ b~st promotions
a)    more sofrwar~ with software purchase

Sinc~ the entir~ reason that the customer is in the scion is in fact to buy softwar~ it
was believed by many tha~ the most "knowable" and �.nergizing additional vidue was
mor~ ’Ye.Jai~F’ software - as in one scenery product fr~ with a 10u~h~e of Flight
Sire and Golf Sire, Ghost Wril~r fro~ with the purchas~ of Creative Writer,

It was also yea7 clear that th~ top r~udl~-s want and in fact ne~ to put tog~.h~
unique offers for their custorr~’s to diffe~ntint~ th~.lves and that this type of off=
could and would b¢ customizabl¢ l~r ~ chain, leading to additional stocldng and
time based focus on a particular product line.. For instance: if B~’t Buy was given the
opporturdty to offer Gr~at ~g fr~ with ~’veo, copy of Bob sold in the £n-st sixB¢
days (with limitext e~clusivi~), they would in fact b¢ v~’y motivated to offer
additional exposm’e to this offer and to this product.

b) Money off softwa~ purchaso

The other offer highly muted was "’money off" but this would need testing.

c) Something "fr~" w/software purchase

By "something fr~" again whaz was lacing considea~t was something r~latext to the
softwar~ ~xp~enc~ - a CD Disk holder, another product, an onlin~ exp~-iemc#., e~tc.

_ .\. MS-/K~A 2557156

e.g.- Othe~ top re_xai~s maght have d.Lff(~’~nt fre~ie offers, but’we would need to pn:)vid¢ son~...’b~= .          ._~
~quival~nt ma~etm~ vaJue.                                                               ]-I]GH]-,Y     ~’"
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Store Merchandising that Matters

We need to immediately rest a sewies of alternative merchandising methods and should
immediately "’open’.a trial smm space in parmership with a regional retaiker where we can "tes~"
various merchandising efforts. We can and should immediately use ixfformavonal merchandising
(like Inmit’s decision cards).

¯ Microsoft Kiosks

Mixed reviews were heard and mixed experiences wime.ssed with flae Microsoft Kiosks. For
the most part the t,-iosks were we.ll positioned but were lightly use~ oddly stocked and not
much exploration was going on - it seemed more a "well let’s try this" than a real effort to find
the software needed. It was, however, clear that the shopping experience in most software
sections r~mair~s a fi-ustrafing one, and if we could rune the existing kiosk approach to have
lower maintenance and higher sales appeal then we could in fa~t really leverage our Store
prrsence with a dedicated kiosk effort. Handelman movie kiosks were seen at Walrnart that
allowed the shopper to push one "visual" button and see a short running clip - we need      :
something that fast, that cool, tha! appealing, that branches the customer from a "Need"
(entertainment? for ages X-Y) to a sexies of "’fast clips" designed to showcase and sell sell sell.
Having the monitor "higher" would allow the demo to be seen by many people besides the
"’operator" of the kiosk (e.g. the N’mtendo demo center in the Best Buy Concept ffl stores).

¯ Oudet Owned Derno Stations
a) We need to have a clear su-a~egy for our role in outlet owned demo stations for each

partner with their own derno station or kiosk plan.

¯ Merchandising Support (instore) Most Levea’aged/Visible
a) Signage - if it’s really visible, them it works!
b) Tear sheets/’mfo sheets scem cheap and popular
c) Compliance is tough and we should presume some non-compliance

Section Control/Presence

We must have a plan for section control for every major chain. Explicit goals re: # of facings and
stated adjacencies3 and competitive positioning and use of endcaps, dumps, etc. should be
targeted and communicated and mottilxrred. We should consider a broad effort to persuading
retailers of a customer taxon~ny for sections in a way we lhink is meaningftd based on our
customer research, and then we should tag our products accordingly so they will always be
stocked in that fashion. We need to use the box itself as the planagram in addition to working
with the buyers on san~ because a big part of the control is at the outlet and the_buyers cannot
."reach" the store clerk who is doing initial stocking.                          .-- " -

I-I!G/-ILY

CONFIDENTIAL _.
~ "Adjacently" is the conce~ of getthag complimentary products locate.zl next to each other on _’[~ll~i~l~. ._~

Ca’eative Writer along with add-on packs. " "
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¯ Microsoft Sections - "’Store within a Store"

Some worked, some didn’t_ We should be very smart about these and consider doing them
only when certain store conditions are rna i.e., preferred location totally visible from all
critical sections, inventory on top products also stocked ~ section. The right strategy will
yield us an increase in overall space devoted to our products.

¯ Presence in Marked Sections
a)     In some store environments, our best strategy will be to have a Microsoft presence
within the retailers marked sections, eg. the Microsoft sub-section within the productivity
apps section. This can be accomplished with signage and facings, and should be supported by
appropriate adjacencies.

¯ End caps

When we had endcaps (which we often did) it seemed at the EXPENSE of our ha section
inventory - a poor tradeoff. We must negotiam highly incremental inventory when purchashag :
endcap space so that we ensure we are always well represented in section.

¯ Dumps

We must plan to use a big "dump" 3x per year, plan our product and our promotions mound
that "dump". Tightly linked products work best as in Inmit’s dump with Tax, Deluxe Edition
and Standard Intuit. Corrtparable might be a SOHO dump of Works/Publisher/Money. Or
Bob, Bob Greeting Cards, Bob X, Y, Z. The big dumps were very impacff’ul and the store
reps seemed very aware that thd chain was taking a big position on these dumps.

Inventory Management

We need to be world-class at working wifla top retailers to determine fail-safe initial order
systems/agreements and have replenishment options that are appropriate for their own distribufon
systems. This means understanding how many days it takes for each ocdet to receive new stock
and factoring that informafon into the agreed upon plan for in section inventory, and working
these same issues w~da distribu6on partners (primarily Ingrain, Merisel, GT, and Handleman). We
also need to have a by-title breadfla and depth plan for the top 80% of our product line and
monitor our distribution parmerships’ plans to determine if we are in fact reaching those goals at
our "priority 1" outlets. We are investing in an improved infcrfmafion system (’MS Sales -t~-) that
will allow us to know weekly sell through from our key retail accounts.

We need to get new policies and systems in place to ensure we can balance havent_orff more ~ -__
appropriately - calling back or taking back old editiuns and slow movea~._ i~._exchangg._.fa~jew.
editions and fast moving titles, as well as doing special pricing to move invefitory.w.!.:.ma- ~e_q_ uired:.

HIGHLY MS-PCA 2557158
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W~ wa~ our inventory to b~ ~e d~pest but we wan~ d~p stocld.ng on ~� f~t moving pr~uc~,
and w~ should "over-focus" on ~� top ~s.~

~gis~cs~vento~ Con~ol issues ~at shoed ~ cover~ ~ o~ plus: ..

~o~s for detaining imfiN orde~ ~d ~ly ~o~g of ~o~ order.

D~bufion dep~ ~d br~d~ goNs ~ by pr~u~ ~d a~o~k ~
sight d~~.

Repl~ent ~o~ - ~ ~ ~fi~ ~t ~e ~ ~ ~nt ~ ~h ~jorx~e~ we
m~t have a pl~ for ~h.

Ol~new p~u~ - ~s w~ a big wobl~ ~ ~ y~ on she~ of ~y titles; we n~ a
~pid m~ pofi~ ~d sys~ for ~ pr~u~

Re~ - We ~ ~ ~ ~ a n~ for ~ to ~me ~ ~ a new ~d ~ent
po~cy for co~ so~.

M~ent ~d ~o~fion "flow" - ~ m~t ~ a pfiofi~ for mp r~m ~d m~t
~clude c~ ~o~fion ~ for us to pl~ pr~u~ ~d promos
a) o~ ~o~fion
b) ~m~fifive ~o~on

U~ of ~gore ~h~g fo~ - We ~ have ~ end-u~ field fo~ who ~ f~ a
~ge ~n~e of ~ ~ on ~m~ 1 oufle=. We ~ suppl~t ~ eff~ ~ a
for~ of ou~o~ r~s who c~ s~poa ~h~s~g ~6~ for ~e
~d pin,de suppo~ ~ ~ o~ re~ outlet. ~e a~vi~ de~ ~d goNs for o~ combin~
~m~g fo~ shodd ~ cl~ly ~ out ~ p~ of o~ ov~ EU/~ pl~s.

Product Issues

In addition to the priorities discussed above, there are some key product issues that should be
covered in our plans:

¯ Pricing - We must be competitive. Our new pricing research will help detm-rnine optimal price
points.

I-IIGI-ILY
CONFIDENTIAL
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,-,~, " We were somewhat surprksed to learn that retailers don’t actually allocate space l:noportional-_l~re ..~9~. e -’~--
production. Eg. At CompUSA the space allocmed to sofrwarewas several times their gross ~h,ire for ._~_~
SOftw’d~. " - - --’-"

reutil.ctoc Microsoft Confidenti~ Page 6



¯ Packa~ng - Must be very legible, with age appropriateness designated clearly, clear marksngs
for: system requirements. The di~erences between fu.ll packaged product and upgrades must
be clear on the package, but the upgrades shouldn’t be put into ugly (eg. white box) packages.

¯ Lines - We should build (and sell) in tight lines ala "Living Books" and~’Print Shop".

MS-PCA 2557160 - :°"
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To: February 1995 W’WR.DM Auendees
From: Mike Huber/Corpomm Planning Group
Date: January 31, 1995
R.E: Overview ofFY96 Ptannmg Process & Key Change~

The purpose of this memo is to provide an overview of FY96 Planning, including key enhancements and
changes from FY95.

This document is organized as follows:

¯ FY96 Planning Process Ttmdine & Overview
¯ Key Date.s & Ivfilestones
¯ Key Enhance.meats & Changes

FYgCi PL~nniag Process Overview & Timeline

TLm~!ine

FY96 Planning Process               :
High-level "rime.line

ce~mlm~ ~ P---ai/~ee .~u~y3l -- -

Overview

F̄Y95 Mid Year Reviews (MYR.s). As in the past. the Mid Year R~views will rnomtor-al~g~m~_~tff t~ " . -
slrategic pla~. a.ssess pea-f~axance agair~t the fi.~d Year p~n and also forec-ast 1~._ orman~u~[~. ~----’~
remainder of the fuccal year. The F’Y95 IvI’TRs will rtm from the beginning of January thr~u&]~da _e~..d of~ -=-

MS-PCA 2557162                                    .-
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3 Year Business OuthToks & Impact A~se~sments - The 3 Year Bus~nes~ Outlooks and Impact
A~sessment~ will capture the company’s long mrm objectives and strategies. The 3 Yeza" Outlooks will be
developed by the Worldwide Product Group (’WPG) and Advanced Technology (AT) group. Ba.se~ upon
these Outlooks, ~t Assessme.nts wftl be prepared by S&.M, PSS, Operation.s, l’l’G, Finance and HJL
Th~ process is described in detail below i~ the Key Enhancements & Changes section of this docQrn~’~L
The WPG & AT 3 Year Business Outlooks will be comp|e.aex:l by February 27; the Impact Asse.ssrnent~
will be completed by Maxch 20.

Produm Group Technical Plan - The pr~luet group terdrtrdcal plan will be produced concurrently with the
3 Year Business Outloolc~. This pl~a i¢ technology foca~sed and will be r~viewed and appa~ved by the
BOOP in late March. It will also be used to drive the WPG & AT b~dge,~.

FY96 Planning Memos, Targets, A.~umptions and Guidelinm - As i~ the past, 4 diffea’eat types of
information will be communicamd at the beginning of the planning ~ This information iacludes:
1) pLanmng memos - to be produced by ~leaed coq:mram emities ~ order ~ provide pea’th’aent
iaformation to subsidiaries, operations and eorporam cost centers (corporam G&A) as inpm to their F’Y96
plans; 2) targets, including revcmue, profit, headcount targexs - to be communicam¢l by steveb in his memo
and by joachimk, betnardv and ~ in their memos to the ~bsidiafie~, 3) corporam planning
assumptions - to be collected by lhe corporam plarming group and distfitmted to all xubeidiaries and
co~ budget units (these include the OE]�[ proc~e~ f~ localization lists and budget exchange
raft); 4) budged guidelines - also to be collected mid disnaq3uted by the corporam plarmJ.ng group; the~
addum~ specifics of how to budget $pecific itams xllch as ffl~’ke.ti~g, headcount and capital (e.g., accottnt~
and types to use, eta). Tactical m~mo~, targets, planning asb-tm’tptions and guidelines will be disffibuted
at the beginning of April.

Revenue Plarming (USFG and OF_M) - USI=G and OEM revenue planning will begin the budgeting
phase of the planning cycle. These re~nue plans will be comple, md and availabi~ prior to the on.set of
subsidiary budge, ring. USFG and OE.M Re, v~a~u~ planning will conclude on May 1.

WPG & A T Planning - WPG and AT plamai~ will occur eonctm’enfly with USFG and OEM revenue
planning. The technical plans, to be r~vie~ved and approv~! at the end of ~ will provide t~e top
down basis for the WPG and AT de.zailed budgets. W’PG and AT planning will conclude on May 15.

AldSubsidiarit$ & US Planning - Pl~ning for all ~bsidLiza’ies will follow USFG revenue planning. In
addition, US PSS, US Marketing, US ~e, ld and US Field Facilities planning will follow USF’G revenue
planning. This planning will occ~" ~ May 1 tkrough June 1. Estimams of COGS and corporate
allocations will be provided to the ~bs-idiaries by May 1 as ~ to their plmming.

Corporate Cost Centtr (Corporate G&A) Planning - All Corporam Cost Center (Corporme G&A)
planning will also follow USI=G revenue planning. Corporate Cost Centers (Corporate G&.A) include
ITG, HtL Finance, Legal, Corporam Sea-vices and Corporate Fac~lJe~. These groups will plan from May
1 through June 1.

Operations Planning - Operafi~S planning will begin shortly ~ completion of the USFG
revenue plan and will conclude once subsidiaries have completed their revenue plans. This planning will
occur from May 8 thaxmgh June 8.

GM Reritws & Scrubs All GM reviews and budget scrubs w’LU occur at the _ ’.be~,iJ~_" g of J~___.~7-~- " ---
-~

Final Plans Submitttd- All F"Y96 plar~ and a~sociated key phanning assumpti0~ _wil! be s-u.b~ _        -~ .
June 15 for roUup by the Corporate Controllers group. : HICd"ILY

BOOP Re~itws - BOOP reviews will occur from June 15 through J~y 15. CO~,[F[DENTIAL
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FU’u~ Conso~r~ - Fi~ corpora~ consolich~uons will be~-~ on 3~m~ 15 and ~d on July 31.
FY96 Plan will be published on July 31.

Key Dates & Milestones

Listed below are the key dams and railestone~ for FT96 Planmng:

Billg Strategy Memo January 20

Worldwide P~gional Dizectors Meeting (WWRDIff) ~ 6 - 8

Executive Retr~t ~ 9 - 11

BOOP Review ofWPG & AT Outlooks ~ 1~ - 16

Final Ouflool~ Completed Fe~uary 27

~ Ass~sments Complezd /¢mreh 20

F-anal Presentation Templat~ April 1

Ftr~ OEM Procesmr Vom=~ April 1

Worldwide Sales & Markming Mez~irtg (W’WS&MM)April 5 - 7

Ftrml USF-G Revenue Plan Cor~lenxl lVmy 1

Final OEM Revenue Plan Completed May 1

Subsidiary Planning Begin~ May 1

All Final Plans Completed Jlme 15

OI~M BOOP Review June 14

~/F-m,~ BOOP R~iew June 15

NA BOOP RmcM~ June 26

ICON BOOP Rmci6,w Jtme 27

F-m" ~ BOOP Review Jm~e 28

HR BOOP Review Jtme 29
End UserK)rg BOOP Review July 5

Egml~ BOOP Review July 6 - 8

MCS BOOP Rmdew July 10

PSS BOOP Review July 11

AT/WPG BOOP Rgview July 10-14

Final Plan Publixtmd July 31

Key Emha,,eement~ & Changes

Present~l below az~ the key =nhancgmen~ ~td changes for FY96 Planning:.

3 ]’ear Busi.ncss Ouaz~k2 & Imp,,-’t A.~es~m~ttS - The BOOP Ires ~ ntmaer~us eommont~
indicar.mg the need for an overall ~ of developing and updating ,, strazgic outlook that |ook~
forward several y~ars. Afldinorml feedbac~ to t~ BOOP has indicamd that the ~ year budget
is loaded with rework ~md th,%t the rework is ofmn due m ~,l~k of clarity m-~d ~t m
stra~gic plato and initiatives.

As a resxdt, the 3 Year Busines~ Outlook pnxess has been established. This proez~ will !~gin with Bill
developing and disr, emirmting ma ovm’all stramgic di~xxion memo in mid-January. Durinl~)a!*_ urn’Y,

.... " ..... tlook-~t~ ""’"t̄he Worldw,de Regional Dn’~cmrs meeting. For the product div~mon~ this busines~ o~. .~
input to the mid year review~ scheduled for February 1~-16.

-- -~i~
HIGHLY
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Based on feedback from the mid year reviews and frDm the BOOP, by the end of FebrumD,, the ~ -- ... .__.

divisions and AT will submit revised three year busmes~ out!ook~. ~ outlooks will then be imx,,ided . -~ _
r
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to Sal~ & Marketing, PSS, Finance, Op~muon~, ITG ~d~ ~ho ~ ~n develop ~ ~m~l of
~cl of ~e oufl~ on ~ p~ for ~96. ~ ~n~ ~ ~ ~bmin~ ~o ~ B~P for
co~¢n~. ~ org~UO~ w~ ~ ~ m a ~sinon ~ ~ ~e~ d~ ~ budg~ p~g.
~� ~s shoed si~dy ~p~ 1~5~6 budgetS, sm~ ~e ~ ~mgic ~o~ should
~olv~. ~e S~ ~ ~t ~I ~ mclud~ m Stev~’s ~96 p~g m~o).

The 3 Year Business Outlooks will focus on the hi.~h level s~amgic ~ of the0rganizatioru These
outlooks will describe flae basic business as w~ll as the major initiatives that have a significant impa~ on

market shares, market size, e~- In addition, they will include th~ major u’uaanv~ anticipated ova" the
next three year~, when they will have an impact on revenue, market share andprofit, and when they will
requi~ martpowuKananc~ support,

The key steps and dams i~ the Outlook ~ are a~ follows:

Billg strategy memo 1/’20/95

Dra~ Thr~ Ye~ Business Outlooks submmed to BOOP
2110/95

Mid Year Reviews for lh’txluct Divisions 2114 -2116/95

Fina/Three Year Busme~ Outlooks submitted t~ BOOP 2J27/95

F’mal Outlook ¢mnsolidation by Fmanc~ submitted to BOOP with open ~cfion items 3/13/95
S&M. PSS, Opexation,~ HaL, Finance and rig submit their

of" the impact of the Outioo~ on F’Y 96                             3/20/95

F’mal Oudook consolidation and F’Y96 planning instructions sent out by R Fiea’boid 4/07/95

Tkne/ine - As r~flec.t~ in the high level FY96 Planning T’tmeline above, the basic timing ~xl teqa~nc* of
the Imd~t IXOCX~ has been changed in two way~:. 1) the mount of time tllomxl for budgeting has beeaa
reduced tad 2) ~mtiti~ depeadeat on the US revemue plan ~ not budget in parallel with USFG lint will
budget tiler I~ USI~ revenue plan ia comple~ Th~ ob.~.tive, of these changes ~re to direcxly rtm’uce
the amount of time ~eaat budgexhlg ~ to ~ the budgeting proce~ for the ~ubsidiaries, tsweLI as for
US PSS and Operations. The FY96 Planning T’maeline, with USI=G revenue planning eaxling on May 1
and subsidiary r~v~nue planning beginning on May 1. will p~vid¢ a beau oppommky for the subsidiaries
to index ~ r~v~nue plans to ~he US. In addition, the fimdine will allow ~ ~ Conn’otl~s
group ~o omsollda~ all budg~ and k~y planning a~sump6ons by Jnne 15 for r~view by ~ BOOP prior
to ~h~ planned BOOP r~’~’icws. This would e~ble the BOOP ~v~ws ~o be m~ foc~s~l on s~ra~gic

FF96 Plan BOOP Review~ - The l~mpla~ and ~ changes implememe~! for the FY95 MYR
presentations will ~ be implernenmd for the FY96 Plan BOOP Reviews. The k~y c.haages whir.h have
been made for the presentations include lhe addition of more discussion slides, bexter consistency with
monthly acttmls rtqx~’ting and more focus on trends and changes, fun additiom most of the dam contain~l
within the slides will be pre, popula~l by the Corporate Conu’ollers organization so that the subsidiaries
can focus more ~me on analysis and pregaration-                                       ’

RevenuelCOGS Planning - Re:refine planning for subsidiaries will occur for al/line~ on the Rev Sum
report For Office and its components and Windows 95, subsidiaries will also plan to all pricing levels
(FPP. ACAD, Select. MOLP, eta:). Revemue planning for the US will occur at a more detailed level
similar to F’Y95. The US planning lcv~] will include more product famili~, par6culafly for
Division products, as well as more pricing level detail                                        - -

Preliminary COGS forex:asts will be developexl by Opea-afions and communicated at the be~_ f the-
"subsidiary planning process- May 1. Afar the subsidiaries have complete~l their planning~’~l~., to_
the GM reviews and budget scrubs, tlx COGS forecasts will be updatext and recommtmi~.bs
(June 8). The preliminary esm’aa~ will be based upon COGS rtm rates and preliminary ~-_
(e.g.,. mix, mmerial costs). The updated forecasts will reflect the mix percentages ba the revenue plato.           - -----
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Sununary Account Budgeting - Subsidaary budgcang will occur at a summary account bevel tlus
w~th excepuons reserved for umque local statutory requirement. Budgeung summaO’ accounts, and no(
detailed sub-accounts, will e.limin~ a significant amount of de~dl which ~ be, m captured in the pasL
(A~ examples, th~ change will redu~ the number of budgeted accounts used by GmbH by 68% - from 188
in F’Y95 to 61 in FY96 - and the number of budgemd accounts used by the US C2mrmel by 26% - from 65
in 1:’Y95 to 48 in F’Y96). Per head targ¢~ for s-I)ex~ed summary accotmt~, ~uch asSupplies & Equipment.
wiJJ be usexl by controllers to further ease budgeting for operating

Peoplt/Headcounl Budgel£ng - Budgeting for people for FY96 ~ been changed to bet~r captme the
esomax~ numbe~ of non Microsoft pe~oonei (e.g. temps, contracu~) who are use~ of the Microsoft
infi-astructure (offices, phones, email). This change applies maialy to corporat~ entities, such as WPG.
AT and the Corporate Co~’t Ce.xtt~rs (Corlxra~ G&.A). The objective of this change is to obtain visibility
to the size and impacx of these groups and rno~ specif’u~lly, to provide more accuraa: i~formation to the
corporam facilities group so that they can better plan for longer mrm buildings and consm~ion
requirements. Guidelines for budgeting people, including ryp~ and ctefini~ons (e.g. full lime equivalent
basis, other basis, etc) will be commuaicauxl prior to the budget cycle.

Too/s - The planning tools and overall sys~a’ns environment for FY96 planning have also undergone
significant chaage~. The planning tools wKich will be used this year ar~ the Budget Workbench (BWB)
and FYPtan!FYControL The BWB will be used in Emope, North Anumca and all c.orpora~ budget
units. F’Y’Pian/FYControl is a packase software solutio~ it will be used in ICON and is being cvaluat~l
for use in the Far East-

Several enhancements and changes have been ma~ to tl~ BWB fc~ FY96. The focus of these change~
have been on stabilization and fixes, partiealarly in the areas of data inmgrizy, performance and r~tmnmg.
The only major fime6onal enhaneeanents n~t have been made to the BWB a~ in the area of rev~mue
planning. This set of ~ents will signit’~"antty ~duce the number of input ~ ~ for
revenue planning.

l=YPlan/FYConm31 will mainly replace the small sub models used ~-t year throughout ICON and the Far
East. In additior~, sul~idiariesin ICONand the F’ar Eas~who used the BW’B last y~ar will also use this
tool One tool for all %ubs wilttin the~ l~gion.s will allow for easier cctasolida~ota of budget irfformation.

�onuvller~ O~ganiza~n - The new coraroll~s orgam~on has now been in plac~ for almost a ye~. For-
FY96, the controllea~ a~ expected to be the key drivers of th~ planaing proces~ woricing in conjtmc~ion
with the Corporate Planning group. It will be the ~spot~bility of the controllers to e:~ure that deadlines
are met, to coordmat~ schedules, to di.s.s~minam and hand~ commtmications and to help resolve issu~
the units they support. Most irrtportanrly, it will be the r~-pons~illty of ttm controllers to ensur~ that the
units they support a.re efficiently leveraged and ar~ able to focus their time on their areas of r~m.s~0ility -
sales, product development, product suppo~ etc. - and not on the details and complexities of budgeting.
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To: F~ruary 1995 VCWR.DM Atmnde_~s ....... " ¯

From: Rick Thompson, Be_.zh Feathe.~one
Dale: Febra.~y I, 19<)5
R~ Pre-R~ading: l~ut Device (Hardware) Group

Mica-osoft’s IJhtmt Device busines3~ has retm-ned to growth. The Natm-al Keyboard h;~ been a
huge ~-ucce~. Two new products sa’aJp in ,~bor 1995 (Joysrdcka and Kids Mou~-Tmckball). We want
to build the Input Device b~e.~ ~r~im $~ in F’Y94 to $,.5001V12vl in F’Y97.

1. Fmi.~ FY95 at :IT.60MM total Input Device Grt~p l~-ven,~ (up from $:202MM in F’Y9~).
2. Ran~ FG Natural Keyboard busitle~ to 750K units and $60M2Vl h’om 190K urtits and $15MM in the

first half of FY95.
3. Sell l.lMMMotise2‘0tmitstror$50M2~’l(v~ 1.351vllvll~or$67/d!dinfia~thalt)" ’
4. Sell 200K Home Mouse urtits for $4MM (v~ 300K traits gor ~TMM in fin’t half).
5. OF.M: Sell 5.5MM OEM Mouse units for $.50MM (~ ~MM traits for $46MM in ftrst hal!).

1. Drive total Input Device Group Revues ~ ~.601vl]vl to $375MM 0::G and OF.M).
2. Build the FG Natm’al Keyboard bu.~irmss m 2M]vl urtit~ and $125MM revenue in F’Y96. :

3. Sel! IMM i~cremr, mal I-lardwam-Only Mouse maits in tim 90 day~ following the Wir195 retail launch.
4. Increase Total Mouse FG units from 3MM to 4MM, and revenues from $12gMM to $1501viM, in this

Win95 launch year. Capitalize on the Upgr~,,d~!
5. l.,auneh the Microsoft Kids Motls~Tr’~&balL S~ll 100K FG units for $3MM in revenue.
6. I.atmc.h the Microsoft Joystick~ Sell 750K t~O urtits for $30MM in revenue.
7. OF, M: S~ll IMM Mouse Imits per month. S~II 100K Kmfl~ard ur, it~ IXa" month. Driv(~ OEM revenues

fax)m $1OOM]vl to $140MM.

I. Drive sales of Mouse 2.0 and Natmal Keyboard to me~ bu..~in~s objectives.
2. Develop prog~-am~ that will turn the W-mdow~ 95 l~tmeh into th~ mo~t ~u~ holiday selling

se.a~on ever for hardware products.
3. tn~ea.~ sha~ of ~e Home Mouse in the low-cal mouse eate.gory while maximizing revenue.
4. ~ a foundation for th~ ~ latmches of Kids Mouse-T~ and Joystick.
5. Develop a positioning framework that driv~ us=s to p,rehase multiple Micax~o~t input devioes.
6. In.san~ that the following mbsidiaries and/or regions develop and commit to a revenue development

plan~ for Mouse 2.0:. NA, LIK, France, ~any, Nordic, Japart, Canada, Au.~x]-alia, Latin America,
AI/vlE, APAC, Far East.

1. IJu:a,e~se cus~mer a,m’m’eme~ of Mo~se 2.0 ~d Keybom"d by developi~ new etmmael opporttmitie~
Outbound and mail order for K~yboa~ ~ or~r and exl~aded retail eo’~’al~e lor Mouse 2.0.

2. Develop a |e~a"aged pr~gnm’~ to nmke !:~opi� be, li~-ve they ~ a Microsoft Ido~s~ 2,0 ~nd N~nd
Keyboard to get the mo~t from W-mdows 95.

3. Take slmre away l:rtma Logimcla and clone n’mnttf~::t~"ers at the low end otr the mouse markea by
decreasing the ~ price of Home Mouse to ~ and i~creasing breadth of distribution.-- -_--- _

subsidiarie~ on Mous~ revenue development ptarts. " . ..

,, _               successful in generating pre-~rdea’~.                                            -
6. Con,~lid,at~ exisr2ng Hardware mes-~ges into a deftrting Microsoft I-lardw~ positioning mat~ne~t. " _ . -~"~-.
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I. Incre~tsc customer aw~eness of Mouse 2.0 ,-rod Keyboard by developing new channelopporrurfities:
Outbound and mail order for Natural Keybo,’u-d, mail order and expanded reu’til cove.r-age for Mouse

2.0.

¯ Participate in the Mafc.h Office/Consumer promotion targeted at SOHO.
¯ Spend $I mil on Mouse 2.0 and Keyboard line adve~g in Spring 95; develop upgrade

line advertising for Mouse 2.0 and Keyboard and POS for Windows 95 L-fLinch.

¯ Direct mail to 200K MJS, Risk lvlamagement professionais. Work with LAR.s to follow up on

¯ Cre.a~e a cost effective way to cross sell Mo~e and Keyboard in-box.
¯ D~velop FL-u’dware .~ales and marketing opportunity plans for all dh’e.a accounts ..and St.

¯ Cream mail order and outbound channel opportunity plans.
¯ Develop long term in-gtore me.rchandising pr~gr’am.

2. Develop a leveraged program to make people believe they need a Mica’~oft Mouse 2.0 and Natural

Keyboard to get the most from Windows 95.

¯ Make Mous~ 2.0 and Keyboard a Focus Product in the Win.95 launch and channel
campaigns.

¯ Recommend ~tocking levels and secure pre-orde~ for Mouse 2.0 and Keyboard.
¯ Make K¢ith Kcgley an integral part of the Window~ 95 marketing te~m.
¯ Develop Hardware Line advertising campaign for Windows 95 with a "We’re the best gear

for W’mdows 95" message.
¯ /he, pare to achieve the same breadth of distribution as W’mdows 95 for Mouse 2.0 and

Keyboa~k
¯ Leverage the Window~ 95 in-store activities with hardware POS that ties to both our

advectising and the Windows 95 POS materials.
, Secur~ end-caps for Mous~ 2.0 and K~yboard in the hardware section in-store.

3. Take share away from Logite~h and clone manufacturers at the low end of the mouse marke! by
dex:~,asing the sweet price of Home Mouse to :~29 ~d increasing b~adth of di,.ctfibution-

¯ Increase both sell-in and seE-through of Home Mouse in Q4 by reducing the street price to
$29 on April I, 1995.

¯ Utilize price reduction to increase breadth of distribution and stocking levels in price
sensitive channel segments such as mass mexcffants.

¯ Fund cirgular advertising in named Home Mouse accounts ~ promote lower price.
¯ Cre.at~ a rt~’.kler aware~Mt~aining pr~ga-am.
¯ Conduct r~g. base call downs to pr~t’de customer. Learn who is buying, wher~ they are

buying, and why they are buying.
¯ Meet with channel partne~ and segment managers in segments where it is moving and not

moving to gain insights, analyze results, and recommend F’Y96 a~tion plans.
¯ Pe~’o1"m ongoing .~ll thr~igh al~lysis and coll~t s~des dam f~m distis and reseller~._

¯ Develop F’Y96 Holiday plans bas~ on the above findings. - - -- "- - " .... -
.. .~-:_
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Utihze the mid-ye.ar review process u3 g,’un backing from Steve Ballmea" and commiunent from the
s-ubsidJmnes on Mouse 2.0 revenue development plar~.

¯ Develop h,-u-dwam slide for mid-year reviews to be pan of the Con_qume.r revieW.
¯ Cream te~nplams for the plans and distribute to the subsidiaries.

Tour the subs ahe~ mid-year reviews to follow up and secut~ cormanitments.

5. ~e solid launch p~ms for Kids Mouse and Joystick that a~ suplx:n’ted by the chz~neJ and are
succe~ful in genea-aLi~g the forecast amoun! of pr~-orders.

¯ NDA meeaings with h~rds~ar~ buyem at framed

C.mam PR. ~lvemising and lanneh programs Io drive ~ and gain channel support.
¯ Be eveuywhe.t~ consum~ soflwa~ is sold in the chantwA-
¯ Seed product for maximum PR and cImnne, l cxposute.
¯ D~v¢Iop solid me.,’chand.ising program
¯ Sex:u~ the budget in FY96 to support launch efforts.

6. Consolidam and crys’mIIize existing hardwa~ messages into a single defining ]v~crosof~ I-~rdwate
positioning statement.

¯ Wo& with Waggener Edstrom and Consumer Division brand matmgecs to revic~w out

¯ I~ve.lop th~ positioning framework and memages for the Fmrdwate family of products from
M3crosoft that encourages mulfpl¢ purcha.ce~

¯ Test and validam th~ framework with
¯ Creme sparklers that fit th~ message.
¯ Integrate the me~age imo all our PP., adve~’tisin~, field c~mmunicatiom, RSP n’aining, and

collateral.

I. Clear stringy of OEM vs ~ We camh OEM~ dumping product, we know who they ~ m’u:l we do
nothing. Europe is losing the m~ [o OEM unbundling. What is our s-tra~gy7 Wh~ do we want Io
accomplish

2. LORG: a.~itude of LORG sales forr.e is tha! we are not pan of Select_._ "Hm’dwar~ is not pall of
Selecu. so not "~ LORG responsibility." I-tardware IS pact of Sele~ (an~ch product-., as a bonus they
can buy 50 packs). Whm do we need to do bemm’? This is IMPORTANT because the Nat~u’al
Keybom’d needs to sell in volume through LORG.
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To: WWRDM Attendees
From: Jeanne Chase, Jon Anderson
Re: Intuit merger
Date: January 31, 1995

In October 1994 Microsoft announced a merger with intuit Inc., the leader inpersonal finance
products. The merger is expected to be approved in the L~te March time flame. The merger
will give Microsoft access to a huge installed base and exceptional success in the personal
finance arena.

Outlined below is an overview o! the business, organization, products, $~atus and timeime of the
merger. Also outlined are key s~les and marketing ~ues treat need to be re.oiled in the first
three rnonth~ tollowing the Deparlrnent o! Justice approval.

Business Overview
Intuit’s revenue was $223 million in FY94. Intuit has a 65% market share in the Personal
Finance calegory and Tax categories in the United States. Its installed base is 6 rn~ion users
acros~ VWn/DOSA4ac platforms. Total revenue growth was 104% in 1993-1994 and 45% in
1992-1993. The growth was in part dueto an expansion of its product line thru acquisitions. The
company bought three tax and one online service provider la~ year. Intuit’s revenue is broken
out as iollows: 31% ~om Quicken; 35% from Tax products, 19% from Supplies, 9% from         :
QuickBooks and 6% from other products.

Intuit’s international revenue is only 2% of total. However, according to SPA data, the US
re~resents 87% of worldwide revenue for the Personal F-~ance category and 92% of worldwide
units sold in HI CY94. The reason Intuit’s percentage is lower than wo~Idwide SPA data is
mainly due to its ente~ng the intematjonal markets late. IntuR entered the UK in 1993, Germany
in May of 1994 and plans to launch products in France in the summe~ of 1995. It also has a
Canadian subsidiary. The products that generate the majority of international revenue are from
the Quicken product line. The only shaze data ava~able is in Germany where Quicken has a
55% unit share.

The charts below outlines revenue growth and p&l indicator:



Products
Besides Intuits’ flagship product, Quicken, other key products are:
¯ Quiokl3ooks: a small b~Jsiness accounting product which does not require users to be

familiar with traditional double entry accounting concepts and supports cash and accrual
based

¯ QuickPay: an add-on produc~ for C)uic~ken and Quid,Books that calculates, and tracks gros~
salary and payroll deductions for small businesses.

¯ Quick Invoice: add-on ~or Quicken allowing users to generate professional Iookir~j invoices. -

¯ TurboTax tor Business: an add-on to QuickBooks which allows software users to prepare
US corporate returns.

Intuit develops and markets more than 360 software products in the US" for individual tax returns
which are sold under the brand name TurboTax, TurboTax proSeries and MaclnTax.

In the US, another important business is the Supplies business, a highly profitable business that
represents 19=/¯ of Intuit’s and ChipSoft’s combined net sales. Intuit offers a range of paper
supplies including checks, irrvoices, business envelopes, deposit slips and address stamps.
These products are sold directly thru catalogs and thru "Intuit MarketPlace," a feature in Intuit’s
software products.

Intuit offers several automated financial services in the US, including Quicken VISA Card with
IntelliCharge which allows users to integrate credit card expenditures into personal finance. It
also offers Electronic Bill Payment, Tax Table Update Service and Quicken Quotes, a s-took
price service.

Localized product is limited to ¯
¯ Windows version of Quicken for the German market.
¯ Windows version of QuickBooks for the- UK market.
¯ Windows and DOS Quicken forthe. !JK, Austrar~a and New Zealand markets.
¯ WinTax in Canada, QuickTax in the UK and Austrar~arVNew Zealand markets.

Organization
Intuit has a total of 1,704 employees including 129 in sales and marketing, 388 in product
development, 514 in customer service and product support, 27 in manufacturing, 164 in finance,
HR, and information service and a recent addition o! 450 from the Parsons acquisition (see
below). There are a total of 26 employees in Intuit’s subsidiaries in Canada, UK and Germany.

Intuit has acquired four US companies since Decen-~=r 1993:
¯ Parsons Technology which develops and sells over 70 products in legal, tax, medical and

advice oriented software. Major products are It’s Legal (consumer legal sw), Personal Tax
Edge (personal tax sw), Quick’verse (Bible concordance) and Money Counts. Pamoons is a
direct marketing company and has 450 employees located in Cedar Rapids, Iowa. This
merger was completed in Sept. 1994.

¯ ChipSott, a developer of individual tax preparation products, including TurboTax, MaclnTax
as well as professional tax preparation software product, TurboTax Series. Intuit aoquired
ChipSoft in December 1993.

¯ Best, acquired in April 1994, which tormerty had tax preparation products, is now solely a tax
preparation service, located in Fredericksburg, Virginia.

¯ NPCl, an online banking and bill payment company with 20 employees - -

Since the October announcement, the organizational structure decisions that ttavt~.l~J~ ~r~ade          ’~

¯ Scott Cook, Chairman, will report to Bill Gates as Executive Vice President o --- _
Commerce. - ~.,~=’" .

¯ Bill Campbell, President and CEO will report to Mike Maples asyr~,e President. Perr, bnal- " " ---~-_.
Finance
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¯ The Intuit sales and marketing organizations will-merge completely. The exact slructure has
not been decided.

Intuit Acquisition Status
Microsoft is in the process ot responding to a Department of Just~..e (DO J) second request
(made 11/18/94). Microsoft will be workir~ ¢Jesely with the DOJ thru February to comply with
their request. Once MS has satisfied the request, there is a 20 day waiting period betore they
approve the acquisition. Until the DOJ review is complete, inlormation obtained about product      -
development, marketing and sales and financial performance will be limited.

The optimistic timeline for the completion of the merger is as follows:
Mid February 1995 Complete response to DOJ second request
March 1995 Intuit shareholder approval of merger
March 1995 DOJ decides to not challenge the merger
April 1995 Close of merger

Transition Plan
In prior mergers and acquistions Microsoft has done a poor job of integrating merged companies.
Key employees have left, there have been signif’~_.ant operation~ problems, and, by and large,
post-merger sales have been below forecast. There~re MS is approaching the Intuit merger
differently: with more resource, executive involvement and coordination.

Some key lessons learned from prior acqu~ are: 1) ensure there are clear goals throughout
the process, 2) ensure there is an intemaJ ¢ommunicalion plan for both companies, 3) ensure
key HR issues such as compensation and benefits are addressed so as to not lose key people, 4)
ensure overall coordination thru a central contact, 5) ensure the right people are linked up, 6)
make sure the approach is a win-win for both companies, and that the smaller company’s
feedback and issues have as much weight as Microsoft’s.

Significant resource is being putbehind transition planning. Dave Moore, Microsoft’s lull time
coordinator of transition planning will work with Mike Abeam (VP, HR for Intuit) coordinating h’om
the Intuit side. There is a steering committee that w~’ll oversee the transition which includes Mike
Maples. The core transition team tor WW Sales and Support is Jon Anderson, Jeanne Chase,
Linda Glenicki (PSS), Sharon Decker (NA), Jeff Lum (ICON), Chris Dittmer (FE), and Mike
Metzger (Europe). There are locus groups organized for other major/unctions, including HR,
Finance, ITG, Operations, Marketing, Legal and Product Development. These groups have
identified components that must be trans~tioned, timetine, key issues and key players that must
be involved. See \\globat\village~n~=etings\wwrdrn29b-~’nsplan.do¢ for detail on members and
timeline of each area.

Sales and Marketing Issues
W"rthout DOJ approval, Microsoft is limited in how far it can proceed with planning in the sales
and marketing area. Once approval is final, Intuit will release information needed to finalize
decisions. Key issues, some of which will be addressed at the WWRDM, are:

Worldwide Product launch:, will there be a coordinated worldwide push to introduce Intuit’s
products? Will Intuit products be under the Microsoft brand? How will MS market these
products? Who wgl be the owners ofthe launch in Microsoft and Intuit? Status: to be decided
by SteveB and Bill Campbell.

Organization: A decision must be made on how the UK and German subsidiaries
Timeline: 60-90 days from DOJ approval, Owners: SteveB, BemardV~ B-i~ Campbe..~L~, ~_;

Channel." Intuit markets and sells directly as well as selling through the Channel ar~,.~=.,~i~s ~ ;.- --;-_-
that direct sales will be an increasingly important channeFof sales tor their product~.
all of the tax and supplies products and approximately 60% of its personel tax products ~=e-setd        - -_-
using direct resoonse mark~tir~ Microsoft has traditionally downplayed direct s~l~nn.
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supporting the strong panner-ships developed through the years with the reseller channel.
M~crosofl’s posmon after the merger on direct selling must be clarified and cornrnunioated to the
channel. Tirneline: 60 days from DOJ approval. Owners: US: Sharon Decker, Alan Gleisher;
Europe: Michell Lacombe and MAe Metzger, ICON: Jeff Lum, FE: Chris Dittrner

Customer communications, sales force communications: Microsoft and Intuit customers are
going to need to. krK:rw what impact the merger will have on them. MS wil} need to educate the
Global sales and consulting organization abo~t the merger and provide the tools and informmion
to equip them to answer customer questions in a welt-informed manner. Tirneline: 30 days from
DOJ approval. Owners: N. America: Jeff Ra~es, Sharon Decker, Alan Gleisher;, Europe:
Bernard Vergnes, ICON: Jeff Lum, FE: Chris Dittmer

Custornerdatabase irrtegr~on: with Intuit’s installed base of 6 milr,~n users1, i~ will be important
to have a smooth integration of the two customer databases to optimize selting, cross selling and
customer information. 1-u-neline: 30 days for overall strategy, 6 month estimate for imegration.
Owner:. Angus Cunningham, Bill Strauss

Sales training: Sales andProduct training will need to be developed and det’~vered to both
organizations on a global bases. Who gets trained, timelines, delivery mechanisms etc. will
need to be determined. Timeline: 60 days. Worldwide Owners: Cheryl Gleason and Alan
Gleisher

Terms and Conditions: With differing Ts and Cs, MS will need to develop a plan for merging all
Ts and Cs, communicating changes to customers and sales people and minimizing the impact of
terms that must co-exist for a period. T~neline: by July 1, 1995 so as to integrate into annual
contracts. Owners: Johan Liedgron, Sharon Decker, Alan Gleisher;, Europe: Richard Lindh,
ICON: Jeff Lum, FE: Chris Dittmer

Other areas in sales and marketing being addressed by locus groups are market research,
product messaging and packaging.                                                -

Additional Information
Complete [~ of US products: \~global~villageVneetings\wwrdm295"~intuitdoc

List of transition teams, time lines and owners \\globaJ\w’ilage\meetings\wwrdrn295~,"nsplan.do¢





To: February 1995 VCWRDM Attendees
From: David Brooks
Date: Januazy 17, 1995
RE: FY96 Localization Planning and Business Case Process

This memo ks an overview of the FY96 Localization Planning Process. A List of
localized product~ proposed for FY96 will be attached to this cover letter when
distributed to Regional Directors for review in February.

For pre~reading~ we have attached a draft of the pro forma business case.~rocess
to be used for requesting changes to the proposed list. Please review for
WWRDM session. Key issues to discu.~:

¯ Review of escalation path
¯ Accountability of subsidiaries and product units :
¯ "’Multiplier" concept merely a benchmark

Timeline

Dates will be included in planning memo distributed in February.
Localization PLaning S~hedule

January Da~idbr Team /796 localJz~ion pLmxKng - ~4~’RDM pre-~.ad~ng
February D~idbrTeam ]~’eli~inaxyllst distxibuted
End Feb Regiox~l

I Mm~ ~ M~ke~i~ ~ iorwm’d ~m~olv~i ~Iu~ to. Davidbr
March David~rr
March [BOOP v~ie~

Mar~ 31 D~dbr

Business Case Process

The process for handling request~ from subsidiaries for changes to the list has
been revised and clarified. Based on past process feedback, the key rationale
behind the new process is to clarify decision making process, simplify criteria,
and provide accountability.

...... ~L~ "~;"- ~-
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Changes from the past process summarized below:

Past Process Proposed Process

Sponsor General Manager Regional Director

Process & Owner Not dear -. De.fi.ned

Cost Data Not included in sub’s analvs~s Included

Accountability Weak At MYR and FY Planning

(Sub and WPG)
Es,-al~tion Not d~,fined In s~ages, ultimately to BOOP

C.ritezia Varied by product unit Vary by product unit, with
common corporate benchmark

Lo~’M~’ation plan Alte_rrmtives not d~,fiued Specific levels dehned

Pl~nrtin~r Horizon Fiscal year Product life o/de

Proposed business case key points:

¯ Requests for additional products or other changes will be the respon.~ibility :
of the Regional Director. Subsidiaries should forward their requests, with a ¯
business case, to their Regional Director - not to the Product Unit in
Redmond or Ireland.

¯ Regional Directors will be accountable for the Financial impact of projects
requested by their subs. Actual results of projects requested by subs will be
reviewed at MYR and FY planning and compared with business case
projec~ons.

¯ Estimated localization cost data are being distributed to assist in business
case preparation. These are rough estimates only, but they are use_~ in
evaluating the potential bottom-li.ne impact of additional projects, etc.
More refined data will be prepared if required.

¯ A "multiplier" concept will be used to assist in decision making. The
"multiplier" is as follows:

MultipLier = Incre_mental Revenue / LocaLization Cost

For decision-making purposes, projects with a multiplier of 5 will meet
FY96 profit goals. Projects with a multiplier below 2 are unprofitab}°
projects in the middle are marginal                         - -

The "multiplier" w~l be alcul d li.f cycl b is t a ~ ~. ~¯ C ate orta e e as -no e -
__~

basis. Evaluation of the profitab ity of a project not be imp ..e r - ¯
th ef by del y in RTM. P St instructi ~~ -er ore, a s er eveb’s on.s, however,. ’ . ._.

be held to 1:’Y96 revenue targets regardless of slips in RTM.MS-PCA 2557179 .-
HIGHLY
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¯ Requests will be reviewed initially by the International Marketing Manager
in the appropriate product unit. I.f the IMM and Regional Director cannot
agree, the request will be escalated to the VP level. Remaining unresolved
requests will be reviewed by my group and presented to the BOOP with
our recommendation.                                  "

A flow chart summa_rizmg the process and a list of ~ for each product are
attached.

Localization De~L~ion

¯ Subs’ requests channeled through Regional Director - responsible for
reviewing busine~ cases and negotiating with product uni~.

¯ Simple business case (2-3 pages) high-lights what’s requested, revenue
opportunity, marketing & support plar~, strategic ratioru~le, etc.

¯ "Multiplier" t~t used to identify projects likely to be unprofitable.
Multiplier -- incremental revenue divided by incremental cost (recommend~_
guidel~e: 5). Projects that fail the test c~n be proposed a~ "strat~g~’~_..

Request is initially reviewed by product group (int’l Mk!:KMg~’~ ..~), ~:
Product group decision based on own finandal goals, resources, ~’~.d.~:.
capabilities, etc~                                                  ~ HIGHLY     -~"

MS-PCA 2557180 CONFIDENTIAL -
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¯ Project~ turned down by product groupcan be escalated through Int’l
group to BOOP.

¯ Approved projects added to sub’s FY96 revenue plan - actuals reviewed at
M’YR and during budget.                             "

Decision Criteria and Other Considerations

Subs’ requests will be handled an a case-by-case basis - there are no "’automatic"
approvals. In addition to financial impacts, other criteria that affect the decision
include resource availability, strategic imporm_nce, technical issues, and vendor~.
qualifications. Product groups may choose to apply their own criteria in
reviewing proposals - these may be overturned in the escalation process. A
number of considerations should be kept in mind:

¯ Consumer Division’s international strategy is to focus on a sn’mll number of
marketm with significant home PC shipments. In accordance with this
strategy, and due to the cost and difficulty of localizing content-rich
products, Consumer Division has indicated they will not be able to approve
additional requests.

¯ Deltas for almost all markets are planned at less than 120 days, and our
ability to shorten them further is limimd- Windows 95 and Office 95 will
ship at approximately the same time, creating a huge peak in localization
work. This will severely limit our ability to respond to requests for shorter
de!ms for these products.

Other Comments

The business case process is designed to provide a mechanism for subsidiaries to
obtain product they beiieve necessary m their market. Some required products
may not be profitable - this does not preclude them from consideration- The
strategic rationale for an unprofitable product should be spelled out, though, in
the business cruse submivmd. Subsidiary GMs and Regional Directors will be.
held accountable for the commitments made in business cases - business cases
should, therefore, be based on conservative revenue projections.

If you believe the dam in the attachments are incorrect, are having difficu!ty _ _
interpreting the attachments, or wish to propose changes to the proce~ph~z~e- -      " -
get in touch with me directly. Otherwise, business cases should-he p_r~r~i ~o
the people identi.fied in the attached !ist of I]vEMs.            " ----/-~ ~-: ~

MS-PCA 2$57181
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International Mazketing Manager (IMM) Contacts by Division

Product Division haft Marketing, M~:r - Primary Cont~c~ Secondary Conta~

DAD Matt Mizerak F~-ano~ Buvle

POS Ou-ist~an Wildfeuer Andre_as Ber~lund

BSD Dwi,~t Krossa Thomas Reinemer

DDT B~om Ho~rstadius Miguel Rabay or

Alf’r~o Pizzirani, Europe

Consumer Shane Kim or Randy Thatcher, Hardwar~

Business Case Coordinators by Language

I_.an~age Re/~ional Director
A~abic Bryan Nelson
Bab~ Indonesia }~ ~m
~ M~lay~a J~ Lure
~_~e U~ Paolu~

~n Um~ Paolu~

Pa~ de S~t

~ w~

G~ B~ N~n

H~ B~ N~

~~ ~ ~1~ S~v~
N~ ~ We~

R~ ~ W~I

S~h (S~) Um~ Paolu~

~G~Y
co~~



APPENDIX A
PRO FORM_A BUSINE$S CASE

LOCALIZATION BUSINESS CASi:- [Product Name] Example: Word 6.0 for Windows Slovertiam

DATE: 10/14/94
TO: ltntl Marketing Manager, Divisionl
FROM: [Regional Director/Requestor, Title and Subsidiary] ..
CC: hnttsl~a [Davidbr Team] _ .

SLrBMI"FI’ED: IX] During planning cycle       [ ] C~tside plarming woe
[X]-Meets multiplier [ ] St~tegi¢ [ ] Change delta [ ] Change localization level

APPROVED: IX] YES [ ] NO

BUSINESS CASE INFORMATION: Complemd by Req~estor.

Previous localization: [ ] Yes [ ] No Cmt

Localization lev~k 1 [ ] Full localization $4.50,000 (from database)
2 [ ] localized software, doc, help, few add-ins$2.50,000
3 IX] Enabled, localized box/doe $100,000
4 [ ] Enabled $50,000

SKUs: [Xl Retail 5.25" [Xl Retail 1.44" ! ] Upgrade [Xl Competitive Upgrade
[ ] Academic Edition [ ] CD ROM

REVEtq1JE OPPORTUNITY: Cornplei~! by Requestor. Over product liba~cle of 18 months-

English net revenue ~ locaIization:
Produ~      ~        Net Rei,/Unit        Net Revenue

Fu--st 12 months English 500 $a00.00 $150,000
Rest of fifecycte English 1,t300 $300.00 $~00~

English net revenue without localized productS450,000
F_.nglish net revenue zc~t~ localization:
Fast 12 months English 100 $300.00 $ 50,000
Rest of lifecycle Engliah 500 $300.00

F.nglish net revenue with localized product:$’180,000
Localized product net revenue:
Fu-st 12 months Sloverdan° 1,000 $350.00 $350,000
Rest of lifecycle Slov~a.n 2,000 $350.00

Net revenue of localized product: $1,050,000
English + localized net revenue: $1,230,000

*Br~@,down for~ast per market for languages with more than one market i.e_, Spanish_

Incre~mental n~ revenue of localized product:        $780,000
IEnglish + localized net revenue] - [English rtwenue w/o locaIized productl

Net Revenue Multiplien. [multiplier] = [incremental sales] divided by [_] _ogalizati,on
7.8 = $’780,000/$~00,000 ~..-:_

¯ Metric-                          [7.8] >~ multiplier of 5? iX] "Ires-[ ..~..I~-. ~..
’If multiplier > 5, then proposed localization iricrea.ses corporate profitabi!~ty~ ¯ ::                  .___~ .

HIGHLY MS-PCA 2557183
CONF DE’NTtAL
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APPENDIX A: Pro FoT-ma Business Case Corr~d
Mark.~t lrrformation and S~a~c Ra~o~le

~~ ~FO~ON: M~ket i~o d~v~ @om l~on dam~-

Re~o~ ~mm Eu~ ~t ~x)

~ee ~ov~ 0~t ~x) ..

G~ ~ ~ -

# 1~ sp~e~:          1~

PC ~ b~ - n~o~ ~
~ ne~o~ ~ ~t~

PC ~ed b~e - hom~ 5~ ~ home ~ ~te:

# W~dows:                   ~
# ~ p~du~ ~h ~io~ I~

~~ ~0~: ~ple~ ~

~m~fmr p~du~ lo~e&
[ ] y~ [ ] No

~mpefimrp~du~l~onl~ [ ] 1 [ ] 2 [X]3 [ ]4

Top ~m~r l~ p~u~ ~ ~ b~& 10,~

Top ~mpe~r ~ ~
2~

Fea~, add-~ ~ ~ be ~m~
Slov~ ~t

~g ~, n~ ~ S~g 95 T~de Show

S~GIC ~: ~ple~ ~ ~r.

~ s~t~c ~odu~ d~be ~o~e ~ ~jor o~~

MARIO2"I’ING AND SUIWORT: Completed by Requestor ......

Briefly describe marketing plan for product:

Support plan for product:

List those involved in marketing and support for product:

MS-I~A 2557184
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APPEN’DEX" A: Pro Forrna Bus~n~ss Case con~’d
Localization Planning and Memories Information

LOCALIZATION PLANNING/IX: APPROVED: Completed by Product Division.

US release date:. 1/1/95

Target Localization RTM date: 4/1/95 Dell-" 90 days ..

LocaLization ~ date: 12/1/94 (if approved)

Localization site: IX] Dublin [ ] Redmond [ ] Far East [ ] C)the~.
Manufacturing site (PEAKS con.~’m~) [ ] US    [ ] Ireland [ ] Singapore [ ] Austra~a

[ ]Mexico[ ]Brazil [ ]Japan [ ]Korea [ ]TaJwan

Will be reviewed: 1/1/96 Mid-year

POST LOCAI.IT~TION METRICS: C.~mpleted by DavidBr Team-

Actual review date: 1/1/96 Reviewed by: David Brooks

Actual re_lease to manufactm-ing: 3/20/95 Actual deltm 80 days

Product released on time: [X] Yes [ ] No # days off estimate:
Product actual cost $100,000

Product sales to date: Pro!ected Act-u~

(6/1/95 - 12/1/95) 500 unit~ $125,000 200 units $70,000

Actual annual rate: 1L~00 units $350,000 400 unies $140,000

Product meeting sales t~ge~ [ ] Yes [ ] No

Next review date: 5/1/96 (12 months)

MS-PCA 2557185
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To: February 1995 WWRDM AtIendees
From: RJ. Herbold
Da~: January 25, 199~
RE: Marke~ Dynamics

The purpose of this documen~ is �~ renew the mankel dynamics of ~he perso~l computer business
and to fore.c.a~ ~he implicatioas of these key trends in the deslaop applk:~ions ate~. Also, we
review our pricing p~atxices and ~ ~ fl~os~ pr-a~ces l~ve ge~er~e~ in ~e pasl ye.~r and
~ we believe ~ futune may hold in the price/revenue ~

BA~ - In tr~ent years, ~he~e have been sevef~I major efforts to do a better job of
quantifying the manet dyn,~mics of o~r c~.egofies ~t" busine~. Rex:e.nfly ~ Des~ ApplJc~io~
Divisi~ (DAD) ~ d~veloped ¯ very tt~o~:~gh model ~ we l~pe to ~t~ply in ¢Xtc.f d~visiom.
does ~n excel.lent job of isol~ting key me,~ures, e~bling us ~o develop ~ ~ for the ~ture that
is far more fac~aIly based than we have eve~ beea able m accomplish before. We will ~v~ew that
model and discuss ~he short-term implications.

Additioru~ly, our pricing practices h~ve become f"~ifly complex. While Selea was certainly a
successful step forwm’d in ~g our ~proach with major c~stomers, it is complic~ed.
Mos~ importantly, our current pricing pcocedures h~ve cm~ed dr’~’tic change~ in the way people
a~ purt:hasing o¢~r product& This tins gener’a~d ¯ very significant ~ in our revenue per unit
and th~ trend co~d ca~inue in ~ f~m~e ~s people lem’n how m take best ~h,~nt~ge of our
pricing ~’ucmr~. We m~view ~ has occurred nxm~ly and estimate what may happen in
furore.

],~TY ~O TRENDS - In em’ly 1994 the DAD organization worked with a highly skilled

model of fine market size �ff not c~ly the PC busifx~s, b~t also key softw’~e tx~mptments ~ch as
sp~ and word prtx:ess~g

The coasul~ing rum used ber~ was Imem,~orml Planning and Resea,-r.h (’fPR), he..~k]uar~r~d in
Philadelphia. This service is used by most of the h,~’dwafe mm~r~ such as Compaq, Apple,
IBM, Intel, etc. They primarily tr-ar_k arid forecast worldwide PC hamNvare shipments and market
shares. For Microsoft, tt~y are providing a forex:~t of PC shipments, operating system (OS)
installs, and wo~ pro~esst~ (WP) and spreadsheet (SS) ~. -To do this, they trove developed
algorithms and incorpor’a~r.d key j’~L~nents that have been developed over 15 years of experience.
Natural]y, ~ validity of this system depends (m ~%e breadth and quality of the data sources and
no~e of ti~ese foneca..~ m’e perfect- On the oti~er h,~d, this wo~ is clem’~y the best we have been

able [o achieve in developing a sound qumtit~ive model for forecasting these imporl~nt ~

TH~ P~ FOR.~CAS’T ML~I’HODOLOGY - The PC fo~w.,~’t begins with the developme~
popula~on estima~s by market segmen~ (number of employ~e~, schools, household~,’~:.3~ Next.-- ~ ~-’~_ ’

PC penetration rales ~r~ appti~l to tt~e popttlatioa counts to calculate the Siz~-oftl~[!~--~_ -try_
population. Then an esximaIe of ~he average number of PCs per pe.neira~d pop~la~~d _to" ____~ . _

I-HGHLY MS-I~A 25~7187



The PC installed base grows tl~rough time as a result bf population growth, changes in penetration
rate, and growth in an average num~r of PCs per penetrated populanon. These growth factors are
effected by mduswy even~ such as new prt~ucts and price changes as welt as overall economic
climate. IPR estimates these impacts for each market segment (business, education, government,
home). PC units shipped to end customers are calculated as the sum of the change..s in the installed
based plus the number of existing PCs that are replaced with new PCs ."PC replacements are
computed by multiplying the previous year’s installed base by an esamated replacement rate
(which is also impacted by indusu-y events and the overall ~ie climate).

,SOFTWARE FORECASTING - A software forecast is developed after completion of the PC
forecast- While oper-~ng system installs are tracked and forecasted, we will not focus on that
element here. Instead, we will focus on spreadsheets and word prt)cessors.

Software package in_ctalls are the sum of three components:

I. Software installs which are system related; that is, those packages installed at the time
of the purchase of the computer, or at a point in time in the furore when the system stiL!
has no packages in that software category.

installed onto an existing computer that has one or more packages of this category
alseady installe~

3. Software upgrades which are non-~ ~ that is, a new version of a software
package installed on an exismag comptrt~r.

There are three parallel software replacement ccxnpcments. TI~ software installed base by

period plus tbe sum of the installations minus the sum of the ~lacemenm F_.ach of the estimated

(legal versus pia-aw.xl). Finally, legal installs are multiplied by an average selling price to compum

We should point out that while estimates are made he.re by outside experts in areas like pia"acy,
second home-machine dynamics, what happens when old machines are passed on, etc. they are
certainly not perfect and we plan to work to beaer understand these thin~.

Anal~g all of the resulting dam, me following are the key finding:

i. The US is full_y ~aturated with word mxxzessm-,_ and ~rr~O.Oaeets on exis-tin*- PC.~. Both word
pn:x:essing and spreadshee~ have exhibited fiat pene, lx~on rates for tbe l~’t c~ple of years.
Over-all word processor penetration has remained near 75%; that is, on average them are 75 word
prt~essor packages for each 1130 ~ed PC.s, including pira~d packages. Overall ~pmadshe~_ _      __
penetration has mmaired near 50% for the last two yea~. It’s dear frt)m this darnflint s,aml~ion--- - -
for a particular type of software package can occur before peneu-ation

~e~ base of PCs~ Between me ea~ o~ ~8~, an,a                         _~_      -
work:place PC.s increased by 12 m21Jon and l)c~ne PCs by 13 milliort, totalit~ 25 million. ~          .-

HIGHLY MS-PCA 2557188 Page
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increases were new PCs m some siruauons and adctit~onal PCs in others. WHes~ increases generated
demand for 19 m.fllJon word processor (WP) packages and 14 raft.lion sprr..adshe~t (SS) pack~es.
LmpormnLly, p~ates siphoned off about 40% of this new demancL leaving 11 m~on WP pa~ages
and g million SS packages for legal sale over this period_

We esnmate that.an addilJonal 9 million (5 mRlJon legal) WP packages arrd 7 million (4 million
legal) SS packages were acquired as version or competarive upgrades.

3. Microsoft accounted for a larRe ~hare Qf the legal ~ale4 of both WPs and SSs. Specifically,
Microsoft sold aleut 5.5 million WP packages or a share of 35% of totaLlegal sales of 16 mRlJon.
Microsolt sold about 4.5 milli~n SS packages for a sham of 38% of tahe total legal sales of 12
million.

4. Qf Microsoft’s 10 million WP/SS _~acka~es ~old between 1990 and 1993, we estimate most of
that can be al;gributed to m’owth in the PC market. Specifically, about 62% can be attributed to
growth in PC hardware; primarily the 25 mallion PCs added to the im~alled base. About 24% can
be attributed to Microsoft’s success wifla Windows;, that is, ~ market’s acceptance of it as a
WP/SS plm’fonn as ~ as Mic:x)soft’s high sha~ of Wmdow~ appllcatiorLs. ~ m~nainin~ 14%
is ~ for by share patterns for each operating system platform (extra high early share en
Windows. rising share on Mats) and other normal software chumin~ -All of this is summarized in
Exhibit I.

Not~ that ExNbit I shows that 1994 has been a ~enal year for Mica’osoft; a 2 mallion unit
increase in new W’P/SS units, primarily due to market share gains rather than the impact of gn~wth
in the installed base of PCs or the adgxion of W’mdows.

5. We e~mate the it~zlh,~l base of PCs (net PC shi_trneatsl increased less flaan 5% in 1994,
compared wilh increases of 4~% in 1992 and 19% in 1993. TI~ shift toward W’mdows was nearly
complet~ by 1993 (72% of WP/SS ~:l~ges ~Id in 1993 we~ for Windows, rising to about 82%
in 1994. This I0 percenIage point inca~ks¢ is about half as large as the increase between 1992 and
1993). Microsoft market shares d the word processor and spreadsheet markets are provided in
Exhibit II.

6. Micros~a~t’s _~owth in new licenses for W’P/SS in the ~eriod ahead is likely to decline steeplY.
1994’s large sham gains by Microsoft are not likely to be repeated. We certainly hope they could
be, but we need to be sc~newhat realistic hexe,. AISo, it is not likely that ocher f’orces of suemglh
that accounted for Microsoft’s growth for 1994 will reemerge in the period ahe~L The shift to
W~ndows ’95 will not have the same impact as Windows 3.x had on Microsoft’s sales, almost
regardless of how many PCs adopt W’mdow~ ’95 since Microsoft’s shaze of Wmdov~ i6 bit apps
is already so high. q’his is seen in ~&ibit 1]I.

7. The installed base of PCs in the US ~ contirme to ~ r~_ idly. o~macine _ _~nmlation
zmwth by at least a faet~ of five. On the other hand, the rate ~ff etmnge is leve2ing off and we will

processors and spmadsheet~. These trends are seen in Exhibit IV. It’s important to-aae~ .-~ I~        ~
- business market is f~r f’mm full PC saturation (fiat PCs per population), but it is rel~ly~.a~_

~.~. (60% replacement). "Keyboards" per "’whim collar" employee is about 70% in m.a~ ~----~__=;-
.~ ...... se.zments. About 70% of"keyboards" are already PC&

HIGHLY                MS-PCA 2557189
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The home mar~tet ~ legs mature (34% replacement) and we will capture a large pementage of the
net adchnorts to the PC ins’tailed base. The PC ~rowth in the higher ~e classes is being driven
by increasing the number of PC.s per household, where piracy risks are likely to be great_ Home
PC data ~s ~n Exhibit V.

POTENTIAL OPPOR’IXJNITI~ There are some factors that could-’tempo~anly elevate
Microsoft ~m-owth versus mese forecasts. For example., adoptton of W’mdow~ ’95 could generate a
lot more replacement activity and we need to do whatever we can to encourage this.

Piracy is a huge problem. If we cotild c~me up with ways to make l:ma=~’ess bern it would have big
revenue potential_ Also, the~ may be laxger irmreases in tt~ PC penetranon levels. Again, we
need to do whatever we can to encourage this.

THE FORECASTS - Using the methodology’ that we have briefly described above, we provide
here ~ estimates of PC hardware in the US as well as word pt~.:essor and spreadsheet volumes.
We will not go through the mmcate calculations hem b~t instead ~imply provide, the final forecas~

Concerning PC hardware, wt’Lle we saw a 26% increase in PC shipments in 1993 and 11% in
1994, the esumams for 1995 and 1996 are 9% and 7.5% respectively.

Concerning word processors, v/nile total market growth rams of 21% and 12% were experienc~cl in
1993 and 1994 respectively, tl~ eslimam for the next two years ks +6% annually for both years, ff
we basically hold our shaxes with existing word ~ offerings and get about a 709’0 share of
WL’~JOW~ 32 bit word processors (as outlined in Exhibit I]T), we forecast that our WP units would
gTow about 13% in 1995 and 10% in 1996. ~ ks a dt-am~ric decline from ~ 27% growth ram
in 1993 and 51% growth ra~ in 1994.

Similarly with spreadsheets, tt~ total spread.sheet market grew 23% in 1993 and 8% in 1994. The
estimates for the next two years are +9% pea" year. Again, assuming we ba_s-ically hold our shares
with existing spreadsheet offering,~, and ~ about a 70% share of Windows 32 bit spreadsheets,
our units of spreadsheets should grow at 11% and 13% respectively for 1995 and 1996. This
again is a major decline versus the +38% and +58% experienced in 1993 and 1994.

PRICING - Our Select pricing toots have been very valuable to us in bringing disdpline to the
complicated subject of selling our softwa~ to major acr.omts. On the other hand, the complexity
of these offers and the variety of price points within a specific offer has led us to being unable to
accurately forecast where all this will ~ us with ~ to doIla~ per liceaxse and the "mix" {if
revenue by pricing option.

In Exttibit VI we show w’nat has occurred during the first six montl~s of 1994/95 versus a year ago
with respect to ~ per license and license mix. We see t/tat dollars pea" license have dec~.a.sed
28%; from a level of $351 per license to $252 per license- Importantly, actual number of licenses
has increased 121% versus a year ago and that has led to a revenue increase of +59%. Net, while
we incuned a price decrease of 28% across our line, this has led to a major ~ irr .me~_eg_
and the number of licemses sold versus a year ago and a healthy revenue increase.(+_5_9~ _z.-d.-. . _.

Using these trends fxom the past year, we can forecast wh~t might occur a-year --.fi~no~.-~vitfi~..          - -
res~ct to our pric~ and license mix_ Such a forecast is seen in Exhibit VIL We have-ar,~i~d~a
profile for license mix for ~ first half of fiscal year 1995/96 that reflects recent trends. ~la’i

I-[IGI-~LY MS-PCA 2557190
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key ~ges being a further decline m FPP and a further mc-mase m Select and academic. The
other changes are fairly modesL Assuming a 10% d~rease m dollars per lice.use as customers take
best advantage of ~ vanou~ types of purchase opuom, and using this new License mix profile, if
actual number of licenses only mcrea~ +209’0, we would see a revenue decline of -3%. Hopefully,
we will see a larger increase in actual number of Iicense.s sold. As noted on the bottom of Extlibit
vii, if we experience a -+-40% mcre.ase in licemse~, our revenue would increase about +13%.

NeL we are probably going to be m for a significantly difffemm type of year in 1995/96 w~th
respect to Office. Namely, we will be impacted by abe saturation levels discussed eaziy w~th
respect to hardware and word p~r and spre.aztsheet penet.rarion_. This coupled witia otu
pricing schemes could make it a challenging year from a revenue perspective with respe~ to
Microsoft Office.

QVERALL ASSESSMENT - Stepping back from all this, w~ need to make sure we keep strong "
pressure against ~lling our Office and L, xiividual word pmcg~or, spreadsheet, etc. applications.
We should not make the~ estimates self fulfilling prophecies! Our job is to ovea-aciaieve in the~
areas! On the other hand, given our aggressive revenue goal~, we need to make sum we are very
successful with other eleme.ms of our line such as BackOffice and Consumer. It’s very important
that tlxis be reflex:ted in ourup front planmng as we tackle our business for 1995/96.

We look forward to our discussion of this mat,riM al ~ WWRDM_.

MS--PCA 2557191
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Exhibit I
Microsoft’s Combined W-P/SS Sales

Year WPiSS Uruts Growth Maior Factors

1990 1,067,000
1991 1,977,000 85% Vc"mdows, PC G rowtlq

1992 3,018,000 53% PC G mw’,.h

t993 .3,974,000 ~ Windows
1990-93 10,036,000 PC Grownh (62%),

Windows (24%),
Other (14%)

1994 6,162,000 54% Share Gains in WmOows

MS-P(2A 2557192
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Exhibit rl
Microsoft Market Shares of Windows WPs and SS_ s

Year Word Proce~or~ SApreadsheet~ -

1990 88% 98%

1991 57% 77%

1992 50% 54%

1993 47% 48%

1994 62% 65 %



- Exl-6bit 13I
Microsoft Word Processor Market Shares

Year DOS Win 16 ~ Estimat~
DOS Win ~2

1990 6% 88% 82%
1991 6% 57% 51%
199"2 6% 50% zla%

1993 5 % 47% 42%

1994 4% 62% 58%
1995 63% 73%

1996 63% 70% .

--’~, MS--I~A 2557194 - "
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Exhibit I’V
New PCs and Additional *PCs

Year Bus ~ Home ~ %Home

1990 1758 648 251l 4917 51%

1991 1375 713 2819 4907 58

1992 .2585 1025 34a0 7050 49

1993 2811 1246 4321 8378 52

1994 2587 1140 4932 8658 57

1995 2293 1066 523~ 8593 61

1996 2115 1009 5200 8324 63

*Adctirional means the purchaser already has one PC and this purchase is for an additional PC for
that household.

MS’-PI2A 2557195 -

HIGHLY ~"
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Exhibit V
The Home PC Market

Year New Home PC_~_ Additional Home H me_..HO__~T_9-~ % Adds

1990 1._500,000 1,011,000 2,511,000 40

1991 1,703,000 1,! 16,000 2,819,000 40

1992 2,307,000 1,i 33,000 3.440,000 33 -

1993 2,807,000 1,5 14,000 4.321,000 35

199a ~707,000 2.,22.5,000 4,932.,0CK) 45

1995 2.5 89,000 2,645,000 5,2"M-, ,000 50

1996 2,409,000 2,791,1300 5,200,000 54

~ MS-I:N2A 2557196 -

HIGI-ILY ---"
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Exhibit VI
Microsoft Office

Price and License Mix Shifts
Worldwide Data

Price Option FTga. - HI l=’Yg~ - HI % Chan~e
Competitive Up~m-ade 215 688 +220%
Special k:greement 54 187 +246%
Ac.adem~c 36 274 +661%
OEM 6 96 + 1.500%
F’PP 486 494 +2%
ML.PfMOLP (STD) 185 246 +33%
Select (STD) 64 327 ~
Total 1,046 2,313 + 121%

$ Per License

Price _Option F’Y94 - HI FY9~ - HI % C"nange
Competitive Upgrade 252 229 -9% :
Special Agreement 172 139 - 19%
Academic 200 100 -50%
OEM 333 137 -59%
FlaP 428 400 -7%
MJ..P/MOLP (STD) 352 332 -6%
S~ea (STD) _ 33] 2_~ ~
Averag~ 351 252 -28 %

Licen.~e Mix

Price _Optior! I=’Y9a, - H1 !=’y95 - HI
Competitive Upgrade 21% 30%
special ~maent 5%
Academic 3% 12%
OEM I% 4%
laPP 46% 21%
IVIJ~/MOLP (ST’D) 18% 11%
Select (STD) 6% 14%

Revenue in $ Thousands

Price _Option FY 94 - HI F’Y95 - H1 % Change
C.ompetitive Upgrade 54,158 157,657 +191% .....
Special Agreement 9392 26,125 +178% ...... ._4..--
Academic 7,178 27,387 _+282%
OEM 1,968 I3,152 +568% ~ .~o -rd- ---
laPP 207,748 197,563 -5%

.2.--MI.P/MOLP (STD) 65,112 81,719 +26% MS..PCA 2557197
Select (STD) 2_[A~ - 79.516 +276%
Total 366,684 583,119 +59% HIGHLY
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Exhibit V-II
Microsoft Office

Price _and License Mix Shift
Worldwide FY96 - H 1 Forecast

License Mix

Price Option Actual FT95 - H_ _ 1 A~urnecl FT96 - HI ..
Competitive Up~m-ade 309’o 30%

Special A~m-e.em ent 8% 10%

Academic 12% 14%

OEM 4% 6%
lapp 21% 10%

MI.P/MOLP (STD) 1 I% 9%

Select (STD) 14% 21%

Licenses

l~¢e Or~on Actual ~ F’Y96 - HI *.
Com:>etitive Upgrade 688 832

Special Agreement 187 277

Aca~mic 274 388

OEM 96 167

FPP 494 277

MLP/MOLP (STD) 2~ ~0

Sdea (STD) ~
Total 2,312 2,774

*Total licertse growth of +20% broken out by license mix.

$ Per License

Price O~ion ~ Assumed % Chanee ~a~ed FY96 - H I

Competitive Upgrade 229 - 10% 206

Special A~ement 139 -10% 125

Academic 100 -10% 90

OEM 137 -10% 123

FPP 400 -10% 360

MLPi’MOLP (STD) 332 - 10% 299

Select (STD) 243 -10% 219

Average 252 227

Revenue (License (’~ $ Per License) in % Thousands

Price Ootion ~ Estimated FY96 - H1 % Chan~e

Competitive Upgrade 157,657 171,392 +9%

Special Agreement 26,125 34,625 +33%

Academic 27,387 34,920 +28% ....
_

OEM 13,152 20,_541 . . 5-56% ~ o-_

.FPP 197.563 99,720 -50~7.._-~

MLP/MOLP (STD) 81,719 74,750 -9% -’~-~
-~-~ Select (STD) 79~Lt6 ~ -+61~ ! MS-PCA 2557198

Total 583,119 56i625 -3% HIGI-IZ,Y

- -- -- Note: !f a~,’~ual licenses increase by ~ versru~ abe +20% assumed above, total revenue ~rgws by + 13%.
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To: February 1995 WWRDM Attendees
From: Bill Mdler
Date: February 2, 1995
R_E: The Microsoft Network WWR.DM BackD’otmder

1. Introduction and Executive Summary
This document covers the marketing strategy and plan for The Micro.raft Network. In particular, it will
describe the opportunity and impact on our field organLza.tJons for FY96 including preLi~ smiting_
,’rod revenue budgeting recommendaliort£ Specific strategies for End truer, SMORG, LORG and markets
utilizing the sales force, p,roduct rnarketmg, Solution Providers and the channel will be discussed.

The ordme market is growing rapidly and is projected to be a two billion dollar marketa witttm five years.
This opportunity has attracted new entrants including ATT Inteachange and gtmape Online (based upon a
technology agreement with ATT). Microsoft will enter this business dttring QI/’FY96. MSN will compete
direcdy in the online services business agaJ~t players such as CompuServe, Pmdigs, America~Ortlme and
the new ertlTants. Thet~ at~ aJso new services plarmed speci~cally for lxrge and small organizations tlmt
we will coml~t¢ with including AT&T Network Notes and InternetMCL Within tl~ next three y~a.,~, the
revenue impact will b~..ome significant for Microsoft. However, during FY .96, camtomer acquisition and
developing Independent Content Provideaa (1CP) relationships will be the primary goa/~ for the field
organization.

Access to The Microsoft Nea’work will be a feature of W’mdows 95. Ore" primary marketing goal is to
acquire and retain a large number of subscribem. To that end, we will ft~ build a vibrant electronic
community utilizing a set of basic ¢ommtmications and ini’ormation sea, vice. "The b~ic s~vices include
email, BB$ and haw.zrtet email and newxgroup acr..a~s~, c/~, and a ~ offea’ing of news, sport&
financial market and weraher information. Additionally, M~N memb~’s will be offered aca:~ss m an array
of extended sea-v’ic~s ~ &s branded ird’ormation, entealainmeat, and ,shopping provided by Mica’~soft and
hadependent Centent Provider companie& Many of these extended serviees wiIl b~ built w~h a new
development systean - code named Blackbird and availabi~ in FY96 - which is an advanced publLshing
systean for developing rich multimedia services for th~ MSN ~ envi~nmeat. .....................

MSN services will be targeted at end-users at home, in xmall bnsinesses, a~d in large organizations. We
expect that third parties will provide a wide range of information and services targemd at these customers.
This incledes many Microsoft large accounts who will ~ MSN ns a tool to communiea~ with and
provide information to theia" channels and customea’s. To in.sur~ that MSN is able to deliver a rich,
va/uable, and credible offering the MOS team has put a special focus on some speci/ie customer segments.
The plarmed foctts segments (we call them beachbead~ ) a~ I) th~ Miorosofi enthusiast
(depends upon Micrt~ofi products and alsvay~ wants to know the ~), 2) th~ PI2 i~ormation and
support seeker, 3) the small offieeg home offic~ customer, 4) families with ehild~a in ~tm-y and/or
junior high school and 5) the hobbyist. Other rnark~ segmeats will ~ vah~ in MSN ~nd we will
support third pardes who will provide irttr~mation and servic~ beyond the~ b~tcahheads. "

Because of MSN’s wide availability and commurticati~ns focus, we eXlX~ ttmt large and
organizations will want to us~ MSN as a communications tool for their own ptupos~ (~g,
communica~ng with their sales forc~ charmels and customem). MSN will provide o~r LORG c ...u~omers
with a manased alternative to creating an indepeau:i~nt BBS or pm~tg up a World Wide Wob
which we call a IVI~N formn’. ~ in F’Y96, new setwices will be int~:hic~i lxevidin8
comprehensive, back-end, I.,AN conner,.aion servic~ targeted at large organizations. ~ organiza~on
services~ will interopea-at~ with th~ ~fi Bac, koftr~ (including Catapul0 and Exchange

The MSN marketing plart, product feanams and the Independent Content Pmvid~ and beac, hhead plans _       _ __
are available on \\whitesox~dctpublplans.

- - - .. I{I~Y -:~

~ 1994 SI’MBA re,earth .....
: See MSN Terms - Section 9 .....
’ See MSN Terms ~tS,I~(~A 2557"201) .--’
"See MSN Terms
~ See N1SN Terms "
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2. Channel Strategies

2.1 LORG and the sales force
L’trge orga,ruzations will want to u~ MSN as a tool to communicate with, rmarket to and support their
customers and chz, rmets. MSN will enable companies to publish pro<tuc~ reformation, ma~ntmn private
BBS services for then- channels, and sell pr~uct vta email forms based systems. The s.al~ for~e will be
tr,-uned and provided with tool~ to promote privam (access limited to an approved list) and public MSN
forums. An atmual fee structure is being developed and MSN forum space will be sold to LORCrs by the
sales force. Additionally, the szde~ force (for all charme~) should direc~ organizations interested m
creating an MSN forum to the MSN developer and design corderences plarmed for both the US (May 95)
and Europe (date T’BD).

Late in F"Y96, new services are planned that will be ~pecilicaily targeu:d at LORG and SMORG. These
services will extend cuslomem LANs m c~nnect di~ctty to tt~ online workL These will run on Backoffice
and provide: administrative control so that IS can manage what MSN services ar~ visible and available;
local replicated datastore of selec..t~ MSN infon’nation; and intm-nal publishing capabilities based upon
Blackbird. The sales force will be able to use thes~ plann~! capabilities as aaother reason for accounm to
standardize on Microsoft Backoffice. This effort will be supported by the SE’s supporting Exchange who
will be a’amed on this strategy.

Large ac, cxmnts will also want to use MSN intr.a’nally as a source for PC support and izfformation from
Micax~oft and other vendors. Corporam account billing will be available (while end users wiil pay for
subscriptions and usage with credit cards or direct debit.)

2.2 SMORG and Solution Providers
One of tl~ goals of MSN is to l:mavide small orgmnl.zatio~ with sercices that generally are only available
in large organizations with infi’a.s’trmmn~ and scale,. Wid~ ~ Email and BBS communications for _ _ _
internal use, interacting with suppli~, and to support thor channels without capital invesmaent or
mchrtical support ar~ available on MSN. Additionally, business services from third parties are being
developed and will provide a range of sea’vic.~ ineludiag: databa~ marketing, legal, accounting, in’hating,
informalion databases, elx:. A ctmapl~t~ d~cription of th~ plan is found in the $OHO (small office/home
office) beachhead plan found on \\whimsox’Vnkttmbtplanx.

Solution provide.~ will want to us~ MSN as a tool to ~ sell to and support their oastomea’s and
should be sold MSN f’ortn~ fc~ this. Some Solution Providers will also be used to provide various
services to liPs including: Blaekbh’d d~ign; ~d dambas~ integration consulting; forum setup and
mamteaance; email forms based order systems d~velopmeat; and other custom applications based upon
Blackbird or the MSN SDK.

2.3 End user channel
Since Windows 95 will be the product that retailers sell and there will be no MSN SKU to be sold, the
channel promotions will be those tied directly to W’mdow~ 95. The main opportunity for remile~ and the
dixtribumrs will be to us~ MSN as a tool to bemm" run their ~ This includes the same
applications described above - to communicam wittt, mattr, el to and support their customers and charmels~
MSN will eaable distributors mad ~,taile~ to publish p~duct information, maintain privam BBS services
for their customer, and sell produc~ via email forms ~ systems.                            _ _

Ordine shopping for software will be possible be, for~ online delivea’y is practical (genea-ally-on~y.s~ lldd ...... -

in product~ will be practical to deliver at dial-up modem speeds.) The~v.,for~, some:.0f, ourretaiah~will -_.,,~ e.         - " "
begin expertments in online selling in FY96.

MS-PCA 255720

HIGHLY
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The rel.a.d .~-ules force will be r~pon3ible for selltng NLSN fon_un space to ret.,-ulers for.both shopping and
communic~ations ,’rod support ,2.pplicat~ons on the s,3.me terms and in the same way that the sales force will
to LORGs.

2.40EM
The OEM s,’de.s force will have the s,’u’ne oppommaUes to sell MSN forums to OF.NIs for the same
applicauorts a.s other charmet p~mexs. Addiuorually, for target OEM.~, MOS markeung people are
recruiting them to nan i~rdormauon, support and marketing are.as for theiz customers as p,’u-t of the "’the PC
trdonn.’mon ~nd support seeker" beactthead. For key OF_Ms we will waave the MSN forum fees.

3. MSN as a Microsoft tool

3.1 Online Product Support Services

Local laSS services will be delivered via MSN as per the PSS plan.

3.2 Marketing information and communication
In addition to P~S support sea’vices, Microsoft will have a coordinated set of services and information
available for customers. Each product and so-vice group in Redmond is planning to provide a set of
services for the channel and customers on MSN. This includes product iaformation, knowledge base and "-
PSS support. Add in products like macros, templama and clip art will be available for download and MSN
will be used to get direct customer feedback. This effort is being driven by St~v~wil in the MOS group
who is working with the groups responsible for Microsoft communications t~ our cus-uamers and is
detailed as a part of the PC_indus.doe plan found on \\whit~ox~mkzpublplans.

Subsidiary marketing should plan to extend these areas with language and local market s’pecifie
information, local newsletm’s, price lists, and other information can be postal to location specific BBS
and download read only areas or, be added to the product areas. The Sysop~ management of marketing
information areas should be done with existing headcount from the marketing staff.

4. FY96 Goals and Plans

4.1 FY96 Budget Goals
The primary goal for MSN in FY96 is to acffuire the maximum number of W’mdows 95 customers as
subscribers to MSN. Givea modem penenations, telecommtmications charges and differences i~ IC-’P
provided content, the US should attract and retain the highest pe~.ntage of customer~ followed by
Europe. The goal is to get a high percentage of Windows 95 customers to try IVLSN’s free offer. The trial
percentages are as follows: 15% in aae US and Canada, 10% in Europe and 5% in ROW. The            "" "
subscription goal is to get 60% of those who trial to subscribe.

Revenue~ will be for~c~t by ~ch subsidiary and will come primarily from cusu~mer subscriptions and
hotuty usage during F’Y96. Additional revenue will come from online transactions for information,
services and products and from advertising but these will be minimal in FY96.

Worldwide revenues are projex:ted at $165M for FY96.

MS-P(2A 2557202         .
6 See MSN Terms HIGHLY ---"
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4.2 Recruiting Independent Content Providers
=~xu~ndeA:l~ ;rod ba.s~ services will b¢ d~ve|ope~ for IvkSN by pub~sh~, r~l~ ~i~ busm~ ~d
o~s. In ~96 ~e ~ fo~ will r~it ~ ~d ~ for MSN ~ a p~ of ~e ove~ ~
~mssion. Cu~fly ~mi~t ~d ~ag~t of ~ ~la~o~ ~ done worldwide by MOS ~f
(Jo~w~ ~d ~ex ~ight org~o~ m US, ~db org~on m ~.) ~e MOS group ~
con~ue to ~f ~el m ~Q ~d R~ond ~d add h~ to sup~ ~e ROW who w~l sup~n
~ ~llmg ~a~ wi~ ~e~g ~s. d~o~o~, mul~o~ ~en~, ~ _ .
nego~afion ~d ~p~ve non-sm~ ~.

~ addition to org~o~ ~ ~fl c~n~y ~ ~o~ wi~ (c~fly ~so~
~om~), ~e vol~ of ~m~ ~om o~ ~d ~ is v~ ~ ~, ~q MOS ~ ~
~plem~ a p~ ~ "aulo~" ~ ~o~p ~ ~ ~ ~ w~ ~t m ~ on
~N. ~s mclud~ ~ ~~~~m) ~d ~ (I~MS~ ~
~39) s~ for ~o~on a~ut ho~ m w~ ~ ~e ~N ~d d~v¢lo~ ~d d~ ~n~.

4.3 ~96 S~ng Requiremen~

~ible for ~ d~ve~pm~t ~d ~pl~on of i~ p~g~. ~ ~n ~ould wo~ ~ly
wi~ ~e I~ W~dows 95 p~uct ~g~ ~ ~e MOS ~~ ~t ~ (~).

R~~ s~g l~ ~ ~o~ ~1o~ $~n 1 I.

~g, but ~e ~ a~ ~d d~ h~ m ~. MOS ~ ~d a ~ n~ of h~ m ~p~
~U ~l~g.

6. MOS Contacts
European business development: Ges’ardb, EHQ
Beachhead plans and ICP factory: Johnwil
In’.grnafional marketing plan.~ pricing, local access cov~r’ag¢: Mauroc
News. We.alhex, Spor~ Stock content K~ithro
Sysop recrmtm¢n~ Robmich
C’us-tom~r s~-vic~ and support: Ge~rgeme - - ~_~__
Organization Services: Dianam _ .- . ..... --~-~.
Shopping, d~’~.abas¢: Kez~cl’m " MS-.I~A 2557203
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7. Customer Support
Customer. service, produc2 support and billing will be out~ourcexl for MSN. The vendors supplying
s~rvices are d~c~b~t below. Thes~ groups will interface with M3crosoft PSS and c~’dls will be refe2-r~l
between PSS and these orgamz.ations as appropriate.

Customer Service
MCI’s Business Markets group will provide customer service for MSN members ha North and South
America. MCI’s primary resporusibLLity will be to support in-bound customer service c.-dls and MSN on-
line me_~sages. The call center will imtially staff approxima~ly 125 Microsoft Service Pr~fes~onais
0vlSPs) offering 7 x 2A coverage.

Decisions Group will provide customer service for membe~ in England, Scanilinavi~, the Far East, and
other English speak~g and rrdnority languages from their facility in Londo~ England. They will also
provide Technical Support for certain small volume languages.

Merit Commumcations is a sister company of Decisions Group and is located outside Brussels, Belgium.
They will be providing customer seawice to the rest of ~ and is managed by the Decisions Group.
Betweeaa the two companies, l~y will provide service to 33 different countries in 18 languages starting
with 65 MSPs betweea the two sites. Given flae time zones covered, they will effectively have a 7 x
operation although there will be some limitations in service depending upon language. Toll free customer
support is being provided in most countries.

Product Support
Corporate Software will provide technical product support from two locations, Dallas, Texas and Leiden,
Netherlands. Corporam Software already provides technical support for many Microsoft applications
including support to Microsoft I.,uL from their Dallas facility. Initially, they will have approximately 30
support people in Dallas and 15 in Leidert. MSN tech support will be a toll call

Billir~g Services
Mic~rsoft Network will be priced in 19 different currm~ies. We will offer two billing options, credit
cards for most consumers and direct billing for Corporat~ Accounts. We am contracting with
NABANC’O, the largest credit card processor in th~ world to lm~vide authorization and collection of credit
cards. They will be able to provide the local ~ey lm:x:essing w~ require. Corporam Account billing
and collection is being outsourced to Dun and Bradstreet and will be managed out of the US and London.

8. Strategic Relationships
The Microsoft Online Services group haa developed several strategic relation.ships to ert.s-m’e wide
availability of MSN and Internet services for Windows 95 customers.

In December, we announced a relationship with TCI, the largest cable operator in the US. TCI’s
Technology Ventures g~up has made a $12.5M investment in the Microsoft Online Services Parmea-ship
0v[OSP) for which they will own a 20% share in the profit and loss of MSN. This in no way affects our
swat~gies, ICP relationshil~ relations or flexibility with other cardea~ or our MOS staff.

Why did we do this? b"n~, Micro~ofl ~ and its ICPs--- gain access into TCI’s 20 miRion homes fo~ cable
service. Given TCI’s participation in the profits of MSN, we gain a strong and highly motivated
marketing parmer who will help ensure that cable is a popular way to access MSN services. Finally, the
technical solutions that w~ develop with TCI will help us provide high speed access f~m other cable
operators. Although we am open to other equity relationships it is unlikely that Microsoft will add
partners to the MOSP unless another unique oplxn-ttmity is found.                   - - -

In January, we announced our Interact strategy. We announced a strategic rela~io-nT~itp wiihT~j~_; one

w~th dedicated capac,ty to pro~nde our customers w~th the quality and reliabihty ol~se_a’vace ~ ~t~=~-~’.- -., ¯ ...
.

expect from Microsoft. We believe that our entry into this market will dramatically increa~ _th~ "-~-~f,:_ :-

_ MS-PCA 25572O4
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t~e Lnternet ,and since the existing hntemet ~trucru.re iS insufficient to sup~ our projec~ dem~d
w~ pb~ {o mcr~e ~e di~ up thf~c~ ~~ wi~ ~e ~o~t of ~fic our custome~ will
gen~¢. ~e ~i~ wiU ~p~n up to ~LSk~s m~em ~d ISDN a~. Our g~ is Io provide one
buuon ~c~s ~o ~e ~U ~ a~bIe worldwide (~ buildout ~ fi~ aw~l~ili~y m ~d of
1995) for all W~dows 95 c~m~ ~ ~N. We Mv~ ~ ~ a ~ for N~A su~d
Mo~c ~m Spyg~, whi~ we ~11 ~ ~ u~ m pmvid~ W~ ~wmg m ~N ~d Wmdo~ 95
(no~ ~ ~s ~bfli~ wiU not ~ mclud~ m W~dows 95 ~d w~ ~ do~ to ~N cumom~
in lain "95.)

~f~ ~ p~ously ~oun~ a~ ~ AT&T, S~I ~d B~ T~m for ~-up X.~S

~o~’s ~ pm~d~ of ~-up ~ ~g ~ ~- We ~y ~d o~ ~
pm~d~ 0~ ~s ~d ~1~ o~) m ~e ~ ~ u~ ~g ~d ~ ~ bu~ ~

Win. umpt in J~ f~ ~m~ +.

but ~ ~ not a~v~y I~g for ~

9. Terms                                                             :
lrufepend~nt �ont~ Provider - ~ ~on who off~ a ~ by ~g a fo~ on ~N.
~clud~ pub~g, m~ ~ ~d o~ ~ of ~~. ~ ~ ~ I~.
MSNfa~ - ~ ~ ~ by ~d ~ by a I~ ~a ~ ~ S~p. A fo~ ~uid
~u~ ~uct ~d ~ ~o~ ~ ~ ~, ~g, d~ ~ ~) ~
~, ~d ~n ~dom f~ ~~ ~ ~ ~g g~ ~ I~ ~ ~y a
~" f~ for ~ fo~ ~ a ~e of ~m gm~ by ~ ~ ~
Sysop - a s~ o~om ~ ~y ~ a f~ ~ on MSN. ~ ~
~ve ~ of a f~ ~ ~ ~ ~ ~ ~~ of ~ fo~ (~ some ~
~ ~clud~ ~g ~t for do~ ~m, ~g ~ for ~ ~io~ ~d o~
~ucfion). ~y ~ ~d ~ ~~ ~ ~e fo~ ~ MOS w~ m ~v¢ m ~m
~ ~ ~ ~m~ ~ m ~plo~ of ~ ~ ~ ~ve ~N fm
Be~ ~ - a m~ ~t ~ ~ ~ ~ f~ by MOS ~g ~ ~ ~ a ~fi~
~ of ~n~L ~ ~ I~ ~ a~le f~ ~ ~L

~ s*~ - ~o~ ~ a~le m ~N ~~ ~ ~ ~ ~~ or
~fi~ f~ ~ ~ m ~ ~ ~N ~~ ~ ~t f~. ~ ~ ~me ~m ~
m~ ~clu~ ~ ~ff ~u~ ~u~ (~ ~ ~ ~ ~on).

~d a~on of ~ ~ ~ a ~mdows ~ ~. A~ ~ p~ for ~d of ~.
D~ ~ con~t ~ MOS for m~ ~o~
lnfor~n P~v~ - a ~ o~n u~ f~ I~ ~o ~b~ ~on ~ a ~ busing. S~e

.... MS-PCA 2557205

HIGHLY
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10. MOS Revenues

F’Y96 FY97 FY98

Revenue
Subscription & Connect Time $142.,039 $353,241 $504,674

Net Premium Service Reve~ue 2.998 43,060 120.666 -

Ad vea’u.~ing Revenue 35,000 56.000

Total Revenues $145,037 $431,301 $6~1,340

Cost o1" Goods Sold
Telecom Charges $88,491 $194,470 $275,592

Royalties 9,000 12,000 .~, 16,000

Di..~k Duplication Cos= 4,073 1,003 998

BilLing & Collectioru~ 8,368 29,697 57,378

Total Cost of Goods Sold $109,932 $227,170 $349,968

Gross Profit $35,105 $194.131 $331.372

End of Period MSN Subscribers (1000’s) 1,462 2.608 4,331 :

MS-PCA 2557206
_._- ~..,...~-’k,,; " __~.

~ HIGHLY
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1 1..Access and Localization

Countne~ w/ Mklg SE Loc~ized In ~ n ~n~
ne~o~ a~ ~ ~ ~ient bllll~ ~ ~ntent

~~ -. ~ ~- I ;~4 ~:~: " :::~X:~:~:~:~: ~:~ .......... ..... X ..... ~:’

~ X X X

,..~
x x x ~ENCH

.~ ~_~
X X ENGL

~ X X X EN~

~ X X X EN~

Fr~ 2 I X X X FRENCH

~ 2 I X X X ~RM

~ X X ,~ ENGL

~ X X X ENGL

~ I I X X X ENGL

~,~ X X EN~

~ X X X ENGL

~-w~ X X X EN~

~ X X X ENGL

~ ENGL
~,,~ X X EN~

~ I X X X ENGL

S~ ~ I X X X EN~

~ X X X ~RM

UK 7 I X X X EN~

~ X X X EN~

~ X X EN~,

~ ~ X X X EN~

~ EN~

~
ENGL EN~

~
EN~

~ EN~ EN~

~ ~ X X EN~

j~ ~ 1 X X X ~D

~ ~D X EN~

T~ ~D X EN~

EN~

~ X

~ X EN~

~ ~ X X

T~ X EN~

~ X X

V~ X X EN~

~ X X EN~

¢~.~ X X EN~
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(Contains FE, APAC, Europe & NA data only)
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Changes made to FE Sub presentations aRer I/5/95, APAC Su.b
after 1/10/95, EUROPE Sub presentations .after 1/17/95, or to NA ~;. i ~ ’ -~-

presentations after 1/31/95 will not be reflected in this package ....... --_.
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To: February. 1995 Worldwide Regional Dtmcto~ Mee.m~g Anende~s
From: Joacham Kempm
Re: FY96 Perspective and FY95 Reflecuons: OEM
Date: January. 31. 1995

G ro~’th Pe ~l~’~"tives:
After a slow start into F’Y95. me se,mnd quarmr is turning out to exceed last year~ 2i)%+ growr~h rates.
The PC indus~y is following mo~ ~ more m the foo~s of the consm~er eiecm~ruc industry - w~th
bigg~" a/ld bigge~ b~mps in th~ C2gism~ qum’t~. Th~ ~ of FY95 and F’Y96 will continue to
healthy growth r’a~s ofa~ lea.~ 15%, but expect dittea’~nI geographie~ m ~ow mgnific:ant dLfferrmc~s.

1. US___~
The Fed’s cr~lit policy will ms~ric~ gm~rth m I2-15%. I ~m olximi~c fl~t l~m in FT~, we ~ ~
large ~ finally buy inclined rmmix~ of Peplum P~ m ~pl~:~ low e~d ~ and 386~

tr~mendo,asly by con~ering ~ ~ of novi~ tl~x~gh ~ of ~ ~d mo~ ~Ir~ive

Z. L~tin Amer~c~
Expcc~ a ~ mixed picnn~ hased c~ how ~hc ~ can~ncy crisis will gc~ worked ou~_ B~zR,
having ~hc mos~ mbu~ economy, will le~d all ~ counwics ~zl might hit I million PC units in
FY%. The buying will L~rg~ly be fue./ed by L~RGs ~d SMORG~ ~nd le~s by con~umca’s, b~ gre~
Spanish and Po~ug~ consumer ~irlcs m~ a long z~rn "mus~ have" ~f we evex warn m am-J~

Eum~’s ecc~zm~ s~e m~ring b~k m Rfe led by Gcnnsny, which is s~n~ng ~o over.he it’s

LORGs and SMORC-s have p~ up demand ~nd ~ ~ is ~ very undcnlcvelop~

4. Far

f-nmlly accepting rnc~ and rno~ PCs as o~T~ce ~)oI~ Th~ recovery of fl~� loc~l eco~ny wRl do

b) PRC
A.s long as fl~� Inm!lecmal Property iss~s m~n’t ge.~ing resolved, wc will see sldfring policies in

h~avily
c)

W’tll r~nain a local rnark~ served by local m~nufacun~ Growlh will con~nuc m be
~ve m ~ if zbe educa~ic~ nm~k~ cominues ~ grow. I ¢xpec~ s~n¢ non-Korran

Compared m Jal~ Koran cus~m fe~s ~ mo high ~ comp~ effectively.

W-~I cominuc ~) l~>duc~ 20%+ g~wlh r~ d~ k~ for us is m f~i a way m ovcrcon)¢piracy ~d-
~abii~ a good dis~ribu~on n~work (DSPs). Th~ is a k~y inves~m~m ar~ f0~OEM in I~_9~ in’. -
particular Indonesia and Philippine~

MS-PCA 2557271
6. Middle Eas~                                                     -

A~ long ~ the pe~c~ proce~ ¢x:mlirrae~ we will see mlid growth_ The oil is s-till flowing miil, l~t. .+-2-2 :" .
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for our s~cc~ss is to continue a se~usibie l~t~on s1~amgy ~nd to b~ re.~y wh~ the con_~u~mer
rru~rket develops (2-3 ye~a-s from now).

Other countries:

a.) South Afr4~                                                 .-
Expect high ~ ~ on ~t up d~$

b). A~
~onomy ~d gov~t ~ ~ mv~ clam ~ n~ v~ fav~le. ~t 15%
~ ~ ~e m~

~bufion ch~me~
~g ~ how ~t ~ 1~ ~ ~ ~ ~ ~ ~ ~ m ~g ~ ~e ~ m~i

~pply iu ~o~g ~ ~ff 1~ ~ ~ ~ n~ ~ ~ ~m ~ m ~ it f~ ~ ~
~n f~ 0~: mv~ ~ m~ ~ ~ ~ ~ 1~ ~bl~ ~ ~ m~ ~

TechnoloL~ A d vanee~.
While CY95 might ~ be.long

~ ~ ~t 12-18 m~ ~

~~g ~ I do ~t ~

ROM~ ~ g=~4x ~ ~~ ~a~ ~ ~ ~ ~ ~~~
~-ROM ~ ~ ~ ~ $~ ~
c~ge for ~ ~ ~ ~ ~

~m~= ~ ~ ~ ~Io~

I~ ~ ~ x~ p~

p~ = I~ 2-3 y~ m ~

a~l~ ~g ~ ~ X~

T~y, ~=1 hdps ~m~ ~

~d~



~d~ ci~rrnm~ me s~l~s success. Ex.~a all conmnd~-s m ~ork d~s v~=’y ~m~rd ~nd provide ~a.s~ of
~r~dlm~on ~ w~ll ~s bar_~p ~uppon m a way th~ clon~ mamL~aCmr~’s can’[ d~hv~r ~L

RISC vs x86
Aiu~ me IBM PowerPC hardware debacle, I do not believe fl~ IBM c~n pull off a PowerPC rnJa-a~e
during the next 18 month~ Apple’s continuing non cooperanve behavior, a very foggy OS sn-ategy and
lacklusw_~ ISV support will make IBM’s PPC ~ continue m fa~ tttn3ugh FTt)6. MIPS will continue
to be n-~ignJlqcant but AJpha will increase it’s ~ in the server rrtarkea. This is where PPC maght
score some points as we!l,~ long be.fore it gets recogrtized on the desk-top, in both ca.se~ we are well
pos~uon~ with N-l" and BackOfl~c~ ~o mkm xig:nJ~cant ~ In OEaM. we wi.l] ct3ntmue u3 work with
soluuon provider OF_Ms who se21 servers to promote NT and Bac&Office soluuom and direct then to
work with the MS field o~ primanJy when it ct~nes to local sate~ and coo~ort. In a nutc~beLt, no
breaktha’tmgh is expected on the des~ for RLSC sy,stmns. Apple w-t]l continue to shift it’s user ~ and
complement it’s effort by lJ~g no-name ca~npanie~ who won’t be able to compe:te on price~.
l~:hnology or distribtrtion (most tmpormnt).
While IBM will try hm-d and faR, not having a viable des~ o1~ sy~tm-n for PPC, we xhould expec~
a lot of hype and hope, so we in OE.M will continue to preach reality.
Neverthele~, some OF_Ms might get tempted to jump in the water as we know from Taiw-an. Some of
them will sT.art offering (at leasI on the sea-vet) "dual socke~ machines, which would accommodate a
Pentium or a PPC-CPU. This might be a goal hedging tactic on the server, but on the der&xop, the cos~
axe probably i~ohibitive to pua’xue ~
l~ast but not ie:a.,a. I e..xpect the PPC to delmt in a lot of PDAs prc~3ably based on an IBM micro kernel, if    :
they c:m get the size rigtm Unlorttma~y, we do not have a competitive ltm3duct for these cus~mer~ and I
hope that our revised WinPad 96 pmjec~ will enable us to de~end our turf_

W’mdg~ 195/~96
This is by far the lmy evem in CY95 and be3mnd, no expectations needed. The sucee~a~ intrcxtneticm o f
this pn3duct requia’~s teamwcnSc fa’om a lot ofpeogle on IVY."

Product 8rtmp .~mat and reliable prodt~
ISV relationship more ISVs to W’m32 API
F_/U to enmm a memorable L~ncla event and ~

demand
ORG more LORG-~ u3 W’m32/Win 95

OEM make sure suffx:ient numbers of preinstalled
will be sold enough the OEM channel

Where are we on the OEM plan?
Marketing Deve~pment A~,~ment (MDA).
Understanding that the pn3duct would be late, we decided to offe~ app.sximamly 70 OEMs a f~ame
work in how to s~rglmrt Win95 in the mmScet place.

¯ Build great W’m95 PCs
- PnP Bios
- W’m95 add on e~ds

¯ Prmnote the W’mg$ idea in pubtic

- Build a support infras-truetur~ for Win95 . - ~ :
- Tra~ your support peopte

HIGHLY- Train your sa~es and market~ people
CONFIDENTIAL MS-PCA 2557273
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K..nowtng that the industry has no margins of error left. ~e-,genea’-a~ed an mcenuve program whereby ’,,,’e
would aLlow these OEMs to tmprove the~ win95 pricing if they cooperate w~th us and put m the effort to
do wtml was requtre, d. As of today, ne.m-ly a.lJ OE.M~ si__~ned the/~’fl3A a.fte~ some e.m"ty res~st,."l.nce,
what ts more tmportanL, they are wot"~mg with us ~ genea"ate the right hardware and public awm-r_ne_~.

Licensing of Win95
We wil! lock ~ off 2/15/95 and I am sure it will be scruamzeA a~ the M~A ag, reexnem was. ~ here
is your briefing:
The goal m Ling Wi.,a95 to OE]vl.s in notto replace all Wi.ndow~ and WfW Lice.rases wa~ Wi~5
licer~e~ aa fa.~ as po~a’ble. Based ¢m fia’~t fee~ll~.k, we ~ th~ to b~ a.12-18 m~ath proce~,
whm’eby a ~lower aden l:hrt~gh th~ Ol~¢I ~ s;hottld create some l~Ofitahle relaai] upg~-ade
busing. Coasumer wys~ms will be convea’t~ fasa~ than I_~RG sys~r~ reason being: LORGs want
Wirt32 Applications more than ease of t~e. Kt~ow-mg tt~tt this will be a time delayed adaptation i.n
the OEM ctmmael like W’m 3.x wax, we still don’t warn anyl~Sy to say, "Win95 ~doption Ls slow".
Our me:~age should be, ’~we will ¢x~vert the~e OE]~I ~ ~s fast as po~ible and at the right

No~ being r~o ~age~ to license Win95 on all OEM sy~ems, will allow us to ~ it at a higher price.
OF_.Ms goal i~ 20-25% more $,Amit ~old on average. While this is true for royalty OEM~ we will
increase DSP pricing by le~ laban 5%. This will equal the playing field a little bit. The reason for
asking the higher OEM pric~s is easily explained:

We inve~ted a lot of money in W-m95 !~ help tl~ OE/~ to comirm~ and hopehflly a~ea’am their
tmiI ~rowtla ~1 w~ would lik~ to ~ ~� pay I:~:k f~ ~" ~ff~rts. ~ cas~ OEMs do no~ see value in
liemasi~ W’m.95, ~ey can ~ to lic.~ms~ MS-DOS, Win 3.x and WfW 3.x. We ~re happy to

balan~ beawe~m moving a =itieal ma~ of OEM sy~ems to Wiz.95 and our pricing expectafiom. Our
public statem~at sta~tid b~ "we would like to ge~ fair market valt~ for ~ exciting piece of
software." (please do not di.~tt~ ~ ~nd goals with th~ pre~ I~ople).

~ but not least, w~ ~ ccm.~idering I~ off~ OE!~s a cotrpon prt~ram for at least 3 months prior to
RTM

¯ Avoid ~

¯ F_a’mble s~n~x~th l~’~’~iri¢~ for ~1 and OEMs

Only danger ~,~ e~a ~ is that lt~opl¢ will ~eeus~ us of .~lling "v’apor"~,~r~ = "l:~l~,r’warv_ We will work
with the PR grtmp to limit tl~ d~-nag~. Yo~ xhottld look nt it as an insmanc~ fe~. We ~e aware of the
po~ible r~afl ~gr’a~l~ ~ ~! ~a~ ~ th~ ntmabe~.

Wmdo~ 95 O~,t m’~lt~t
¯ Wil~ ~ ~nd eotml~f~it ~ o~r bigge~a competitor, we will get mo~ sophis~amd in pro~

¯ All Win95 d~liv~bl~ will inelud~ a COA int~l~a’at~l into the cover of the m~tttaL Th~ is visible

¯ All 1~’~ will in¢l~ a 100-150 page manual which should c~t s~pport co~t~ and ~ . - -
sa~’~ction. ..... -"-- . .- .~’7~..-

¯ . o On all DSP proda~:~ we will include the MS-Press support l~t~lucls. (C-’ue-e~l~ oli~¢t~r~on. _-
full tutorial on CD ,,,e~’ion).                                         " .--_.. _t~,~. _

approval. This win ~y off if we want to adc~ ~,p~ aemos-or a fuU ,~ti-Baba vea’~’ion ore ~ MS-PCA 255727’
H/G/-ILY
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¯ F_nd users will be asked to enter thetr COA number when u_~ng the sys-tem fu’~rt ume around. (’~or~
}               ,s needed to adciress some LORG concerr~). Thas should make COAs flirt.he.i" popuL-tr and resI:iqcI

counterfeit oper-anor~.
o We will start using regain-anon cards as means to find out about ptrat~ng.

Key Competition                                                           -

Piracy and Counterfeits
We l~ave made progress m ’9~ shutting down some countea’feii organiza~orts and kept a lid on grey
marieI acuvities. We have been experiencing more Cormaner and Mic~ tmbunctlzng m_qeacl and are
m the prtr_.ess of irnplementkng se.t-ializafion and COA progr-am~ for ~ !m-txtucts as weal. But the
fight will trover be over. in order to ready be in control we all need to wat~ it and report any
violation&

o Apple Units Sold
Apple on the othe~ t~nd is fl~e only true x86 volume competitor in the raarie~ wh~ you look at units.
At fl~ same time. ~y have ma~ a s~:c~s~xfl Powm’Mac intro and enjoying t’,igl~r ASPs. With
W’m95, I expect thean to lose some marte~ skate argt it remah~ to b~ se~m ff they can sm’vive on their
own. Their lie.ensing l~rogram is nothing else thum a non-serious trial. Until they sign up a big
OEM, nothing has ctmnge.~

¯ OS/’2 Units Sold
OS/2 Warp r~mains a niche lx’oducL All the feecll~clc I lmv~ f~om Germany says, tiffs is an ulna
hant procluct to sell anclcaus~ ~ met teanms became of inabilities, missing clrive~ anti
mi~ing ~ and it do~s noi wofli ~ on 4M~B. Only Imn~s and insm’anc~ compame~ - long time
Big Bltm ac~xamts - who have wrimm some mission critical apps to tt~ OS/’2 API COnlinue to demand
il. Thc rest is curiosity.

Only two C,~n~mn ac.cotmt~ F_.$COM and VOBLS hav~ been sea’iously experimenting with it and I
~ fl~m to c.hange their mirat soor~r than lamr. W-m 95 will mal~ it even harder foe OS/’2 to
continue. If IBM can’t clor~ the grin 32 APIs ~,ithin 12 monfl~ use~ will comple/e.ly move away.
Nev~a’theless we are talcing IBMs mattering push se~ot~y and are cloubling our efforts to wort with
our custome~ in a very coopea-afiv~ fashion.

The !~rm 95 Licensit~ Plan

MDA Aceouots
We will licam.~ ~ agrt~mcnts fi~t for Win95 starting May/Jun~ 1995 ~ allow them to include a Win
95 upgra~ cotton in all ~ ~ for reclemption in ax least North America, Europe. Australia.
New ZealamL South Africa arat most parts of I,ami America. TI~ eagi user will b~ a.sieA lo iyre~y a
nominal f~ for COC~ ~ ful_F-fllmem ~. We ~ only do ~ in c, ounmie~ whe~ we can guatanme
fulfillment. Ti~ ~aglas~ will pay no money to IvLq for ~galfie~ - bec.a~s~ it was pr~akl by tl~ OEM.

The coupon disla-ii:a/fion wKl I~ limim¢l m 1-2 monlKs ~ Micax~soft releas~ to manufacturing and the
r~lempiion will 1:~ limite~l to ~ monlKs ~ M.%RTM_ Tim col.,port c~n only be re¢le~ane.d by an enchasei"
and a copy of the invoic~ is nee~ The PC manufacuae~ name printed on the COalXm must maw..h the
name on the invoice.

Non-MDA Accounts .....
.̄ We ~ offer them a per system and Ix:r copy coupon In’ogram like the MDA OEM’s ~ith-~/relume _- - "~
discounm _ " --~[~ ~ -.- ~

H[IGHLY                         MS-PCA 2557275
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DSP accounts (local a&semblers~
We wi!! c~.am a combo 0vlS-DOS ÷ WfW) and upFr’ade coupon containing box wherr~y fl~e per cop)
rovalty wiU be higher then the g~r sv~tea’n royalty of th~ other accounts. T’ms should emz~ble them to
compem. The fulfRlrnent rules will be change~l, whereby the coupon will NOT have the OF_M name
included. To avoid a secondary market in these coupons the local assembler will have to pay a high

ro,walty for these coupons.                                                  .

Key OEM Partnerships

. Win 95 marketing partner
¯ F..xpect consumer syste:ms to be 100%. Com.mercial sy~e.rns to follow over 12-18 months
¯ Comple.~ly commi~:l to NTA~ and Bar_k-Offi~
¯ Field will get compeam~ and ~aorting will ix: in pla~e

¯ Exp~x:t Alpha to b~ mor~ NT aad le~s UN~ c~nn-ic
¯ Expe~ us m work closer on fi~ld levd
¯ Good ¢x~pe~on on Wm 95

AT&T
¯ Commit~l to NT; gr~at to work with

¯ Gr~ ¢t~,ae~, but ~ set.ire to r~ally wod~ wi~h on field l~vel

Gateway 2000
¯ Super- r~lafi0nship, true fi-i~nd ~n the markerplac~ and R shows in th~ 1~ ~ ~~t

NEC

The IBM Comp~nf
The Chi~ wall wlfic.h exist~ for some time I:~twe~n Pe~mal 5Ys~ms Products and the PowerPC ~
well as the PC company do~s not exist anymore. Both ~� groups a~ on a clear sell IBM softwa~ pa~

th~s is carrie~! out ~s ¯ ~Ligi~m until sc~nem~ng (like the P/L sta~meats) might break_ ~ is known
for ~ ~ but c.haagiag ~ ne~l~l ~s w~tl. So for th~ time being ~sume
~me practical thugs. We will work with IBM to make thor PCs Win 95 compatible m~d s~v¢ u~ bo~

them any ol~ni~g. At th~ s~ne time th~ PPC Coml~my will offer NT ~ just another eavironmeat
~ wo~ with them to le~ it shine - not necessarily th~ PP~ ~oint seminm’s, m~k~.fing e~ ~ ~ is on
ho|d until fl~ey find ou~ O5/2 is not going ~ c~t it (12-1g montl~ from now). Th~ we migh~ r~r.o~ili~e
-aad ther~for~l~fscompe~in framofctmom~rs but not bash eac.h o0~t in public- Po~bierisk: Ifth¢~
could get a hybrid CPU (PPC ÷ xg6 com~ int~ th~ mafl~t and ~ advantag~ of bo~

MS--PCA 2557276
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OEM F’Y96
l’roduc! plan] GoaLs! Policie~

1. Win 95
increase Win 95 penes-anon to achieve 90% of Wm+WfW peae.a-anon at end of the k-’Y w~thout
compromising $5dumt much                                          .-

Fro~ting
Activeiy seL! frosting m setec~l key a~.o~ms to help prvduct group c~am momentum

3. Mic.__.ze
Continue to aggre~ively ~LI mice at 30-40% growth rams. C.~ a foothold’inw Compaq

4. Keyboards                                                                     ~
Sell 1 million keybom’ds through the OHM channel foc~ing on medium tier and marl ord~ accounts

5. Consumer Sohwar~ Producls
¯ Expand dism’bution into DSP channd for Works and slow selling CD title~
¯ Continue on a 25-30% growth pat~. I~t be mo~ pric~ con~ous, without losing mega

oppommitie~
,.

6. BSD Product~
¯ Move SP OEMs to be WW LARs insmad of OEM license~
¯ License only l~gh volume OElCa dimply if tt~ abov~ cant be achieved

7. DAD Products
¯ . Us~ Offic~ 95 as an OPlXa’umity to h’xa’ea~ $/sy~ea~ ~ld ..    ~ . ,

to I~ fi~t ~
. ~ ~g~ ~ ~6~ f~ ~ SMORG ~ ff 1~ ~ ~ ~t ~~t

& All APP~ Products
Develop a model whc:rv.by the OE]~MS/ReselIcr can obtain m¢~ ~sysmm than in the traditional
OF_.M licensing model

OEM Programs for FY 95/96

1. OEM relationship programs:
¯ Design sysmms m help �:~uca~ners
¯ ~ ~e ~t mares

~e ~b]~

2. Piracy/Cmmterfeit/Grey Market Programs
¯ "r’m OEM and rr~fil aptnx~-h toge~he~ _
¯ I-lav~adedicamdi~gramraanage~toworkwixhlegalandpira~mams world wide’-_-- ". _
¯ Have sys~aas in place to easily spot violam~ - -- --

.. MS-PCA 2557277

~
3. Triangle Model Program

comprehensive and att~ve marketing ap~ _ ~ ....... " . __--’-.

HIGHLY
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To: February 1995 Worldwide Regional Dtrecmr Meetm_o_ Attendees
SubNc~ Orgamzauon Customer umt Prereadkng
From: John Neilson., Lmdsay Spar~, Pieter Knook., Doug Maran, Nigel Bur,.on. Judy Dulcich.,

Eliza Ward, ~ Johansson
Date: January 31, 1995



0 We must buiJd and ~npowe.r the cJkqnnel to sell Mic~soft product.g. We mu-q ide.ntib! the key
o~ tec2tmc:al and s~Llmg sL~I|s n’ammg thal our channe~ n~d to s¢.IJ o~" i~’oduc~

O We must develop an eff~cUve way to g~_rat~ d~hand, to deve.lop e.~cie~t se_LLmg tools and prosr-m’~
ior OL~ ~I~ forc~ and ctm~nel pm-m~, and to measur~ the r~ults of our one-to-many s~Img

The discus~on points in th~ memo a.smanc t~� fotlowing things abg~t a s~t~tiar~’s exisung ~
and th~ philosophy in selling to SMORGs:

sellmg model thal re.ties heavily on ~ to dxivc and manage cus~ner r~lalion.shiIx%.
¯ The ~,’y to s~ccess i~ a su’ong charme.l infrasm~mre: a rt~LIer community that pn~aot~ Offic~ a~d

Windows to vtry small businesses, and a ne~vod: of Solution Providers (Solution Developers.
in.szalle~, and training organizations) who are developing and selling and installing horizonta~ and
line=of-~ solutions for th~ s~x~x and the desk’,op

SMORG Attack Strategies

oudir~ above, a sysmma~ ~,..~,.~
al~)rmch for se.lIing to the a,.,=~,-,.-. _ ¯ , .-_ .

bulL, tosses via chan~l parmers

t
must be employ~L The diagram
to the fight depicts a

with the top developers and
and developing and delivering horizontal and line-of bu.siness solmions messagm. The ~ ca-irical
sc|ecting ~� right ~m,ge.t segments to a~ac.k within the SMORG marlm~ Our current organiz~on
taxonomy (segmem~ng customers by instal~ PC base) is useful i~ he.ll~g us ~ de.mrmine our basic
selling lmnciples: direa selling to our largem ca~.orners, lev~rag, ed se.lling to SMORGs (Tier 3-5).
How~.v~-, m effectiv~ se/l and raar~ solmicas to the~e oasmmers ~ need to gro~ them by
issues and aceS. Size of the PC instalkd ba~, size of the ~nploy~� pop~on, or company revenue do
not de.~mine the solmicm needed by organizafons, nor do they allow us to ,~"" ." a re.levant busine~
value m~ssage.

The best way for tl~ compare/to ~egnmnt c~tswme~ for solution ~lling is by t~ type of busine~ sohnion
needed. Separate taxies can be used to reach and influeame the two critical SMORG decision makers:

Sell to SMOR(~ TDM.s (techni(;~l deci~on maker~) with bpr’izontal fun~t~on~ appG(~fion~ and
p~t~orm so~m~n~. 0~ ele~ne~ of om smoky f~r ~ SMORG castomers is thnmgh hori~n~
solution selIing to technical decisic~ makers (nora that in SORGs, the l:msme:s~ owner is bo~ the technical
and tmsiness decision maker). By focasing on a common fanction (~t s~a-v~s) nbiquimus
application (accounting}. or on an exim~ application platform, sach as UNIX, VAX. or A~/~,O0, we can
reach large grtmps of cus®omers with commo~ ~ of issue~.                        --

s~.’rver upgrade shar~ from Novell in S MORGs by se.I1ing NT~ as the b(~’~ file~imnt and _’on ..~ .___~
for growing busincss~. The ke~! stra~gy hcrc is m move ~ discu~ion off of basic fi ’ "
ftmction~ and ~plam to SMORG cuswmers that, as theh" busme.s.s~ grow, NT is the best ~’on’~ -. "~._~

org.doc                                   " " Ms-PCA 25572g0    Page 2    -
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for rumung LOB appIicatior~ in addi;ton for su’nple n’mru38_ocm’~ent of the fileq’prmt ~a.ffic on
nev.vorks. In adchtion ~o s~llmg File aJ3d print se~ac~s, we mus~ be/mrd corn selling m.a2i, we n.av~
hug~ oppormruty to peneu-at~ SMORGs sv~ Microsoft

Horizontal applic.a2~n selling. In the SORG mmC.e~ SMORG teams should work with the top
accounting soluuon developers to sell Office as part of a comple~ business maaagemcmt soh~uon. 1~
n~e U~. over 85% of SORG~ thax have ax leas~ one PC u~ an accounang package, rangingfrom
simple bookkeeping sof’r~vam to comple~ modulm" accoun~ng ~ By panne~-ing wi~h these top
develop¢~ ~ gain ~ m ~heir r~work of ~ccoummg c~ul~m~ and mselJers m incnm~ o~

ovewwhelming majority of ~ SMORG accom~mg mftwam mark~ Suhsidi,~ries should idemify

We should also l:arge¢ and work wi~h h,~dus-try i~flu~’s. In th~ US, s~istic~ show thal the ~ve~e    ,.
Certified Public Acco~nt~m mflnezx::es 22 bu~ae~se~ By foaming our sdling efffo~s o~ r~ching

mea’xxls (roaching CPAs uhnmg~ ~ ¢xmsulmuimse.l~ community) w~ can dramatically increase
o~" ~ In the MORG marke~ w~ ~hcm[d work with lh¢ mot~ ~:Iv~nc~d ~:co~nfing solu~ioa

client for doing busme~ analysis and cu.suxn~ ccmmmmc~tio~s.

Sell to ~;MOR(~ BDMs (business decision maker~) with iine-of-busine~ ~o~atkms usine business
value messaues. Vh’m~ly ~II successful appllcafio~ serv~ platforms haw amm~ed sham based on the
availability of compelling business solutions. The AS/Z00 boasts 25,000 applicatk~, and this availability
of applications is I:he driving force behind most AS/400 purchas~ SCO is e:xpec~d to ~ 174,000
se~ce~ w~idwid~ia 1994.almost emire~yto small businesse~ SCO’s s~:ce~i~ based ¢m th~availabiliry

because they have oommtmk:auxi a bum~ benefit to impleme.mmg ~he sotutio~ offered on fl~eir
pla~orms. We need to seJl to BDM~ by:. developing a t~geted ~ that addre~es the bumne~ ~

and driving and publicizing h’ff’luentia] local ~ in each vertical. Sohrdcm developer and SPJecruil~g - -_ .... _~
and channel u’aining activities should mplxrt the ve~ical and platform swateg3,: In the US~u’@ _~ijet.           ~-
-.SMORG vertical mmke~ were seAec~ed becau~ of their ~ re.lafiv~ to !~ overall SMORG~.

support solutions. Subsidiane~ may have a diffe~m list, but should use ~ese ~gne ~wo crim-t,~_ .~. /_~ ~,

MS-PCA 2557281
ovg.doc                            M]crosoh Confidemtim                             Page 3     -      ~

HICd-ILY
CONFIDENTIAL



barg~ ve~mcals. Th~ t~r~e/U.S, v~rucal rrt~k~t5 z_r~ hs~ed b~iow, along with th~ k~y statJsncs and
oppormm~y m ~ar_.~h S~’TI~JIL

Legal Market - ove~ ~ rrulJaon U.S. de.sklops (v-unaaaLly all legal de.sk-tops are Ln smaZl and mJd-stze
&-m_~), Windows deslctop penewauon: 45%5. Current Word share: 10-12%. Strategy ts to work w~th
the key deveJoper~ m legal accounting, document rrta~gemenL and on-Line legal re.search to build
solunorts on NT5 and Office.

¯ Health Care Market - over 3 miJ1ion deslctops worldwide, with over 90% of the customer base
faLLing into the SMORG category. W-mdows penewation is very low 0ess than 10%) i.n the SMORG
segment of the maricet. I.rdocorp data stares tt~t in 1994, 11% of all 486 and Penuum PCs pm’r.hased
by orgamzations were for use in a health care mduslry or function. This i¢ an e.mergmg market in the
SMORG area. as most small physician’s offices, dental practices, etc. are not utilizing technology to
manage patient care systems and adminisn’ative sys~rrm Rese..m~ shows that over 85% of health

based sm-vers shipping into ~ re.deal induswy mca’eased 500% from 10,200 units in 1992 to over
50,000 units in 19934. Stramgy in this vertical is to team with key integraEn~ m address challenges
of integrating NT into existing disparate system~ and m increase awareness of NTS client-server
sohmons through medical trade shows, events, and

¯ Real Es~te (Sales, Management and Development) Market - Early ~ on this manet
segment suggests that theoverall US dmkmp oplmmmity e.xceeds five million deslaops. The real
estate vertical is comprised of four sub-industries: pmlxaxy mmu~ernem, mortgage/lending,          :
consn-aetion/development, and brokmage/sales. Our initial stmmgy focuses on building Windows and
Office share on the 1_2 million broke~ desk’mps by working with the developers of solutions that giv~

the hub of a real es~am tmqsaetioru we wall then l~vea-a~ our s-txx:ess in this segment to increase share
in the a~ppraisal and mortgage lending segments.

¯ Retail Market. There are millions of retail outlets worldwide, n:~m’eseating the largest single vertical
opportunity in the SMORG sectm’. In th~ US alone, thea~ ar~ ova" 2.4 million re, tail owlets. MosI of

can have the greate~ impact on this market by lean’suing top-down franchis~ and chain headquarters
oplxnxzmities that will drive deployment of !v~a-osoft-based solutions to the htmdreds of thuds of

US, th~r~ ar~ over 500.000 $ORG and 1300 MORG ~ concerns. The oppornmity for NTS in

0~ackOffic~ and poin~-of-~al¢ sy~J~n~), antomotiv¢ r~ilers (car d~l~ps, pans and
inve.nmry sys~ms) and ~vel agencies (~s~vafion

or=- 96% of ~h~ 11 ratllion de~aops in ~ indus~’y sr~ in companies ~ less ~ I00

conlroL and E~nuf~Im’in£ ~ to build xhzr~ for HI" on i~ (k~laop and on the
Office ~ t~ ~ ctient fo~ analyzing pruduction data. We need to 1~’~� ran" succ~ ~ lar~� firms

man~ plafform~ IBM midrangc, DEC VAX, and vario~ flavors of LI!q’Ix (prim~. "_X AI~.. _ - _ : -,._.

7 Ouraaaty~a, ~w~ l:haz the po~ma~l is for ova, 7..650.000 ser’,,e~ m ~e US. SMORG markel a~o~e "

org:ffoc l~ofi Cortfidential MS-PCA 2557282 Page
HIGHLY



All subsidLs.ne~ shoed Cx~::ul~ a sl.miJas SMORG azm~i< plan by ¢×~:u~ng the foLlowing a~ons:

i. tdenti~ the top ~MQRG verncaJ{~) m your geO~waph .v and the t~p line-0f tpt.tsxne~ ~luuon develo~

~g, ~d ~g.
2. ld~ ~e ~0 ol~ on w~ch y~ ~ ~ ~Oy ~ m~ ~. P~

m~~~ ~ ~ ~y ~ ~g ~pi~ d~ ~iu~ ~ ~e ~ ~d
de.loping ~ ~~ ~~ mlu~ ~ ~.

4. ]d~fiN ~e too SP ~ you ~ w~ m~ m ~ ~ ~d ~ m SMORG ~m~ m

~ ~d~d ~w m ~m~ B~ mMfi~ ~m ~ ~ p~ ~ m how m
~B ~om offof ~e ~ ~ ~m B~ ~

5. ~ ~ bu~ ~u~ ~d ~ ~d~ to ~ h~ ml~ m SORG~. U~

of ~ o~ ~~~ ~~ ~ ~ ~~ M~ 1~

~ ~ ~ of ~ ~ ~ m~ ~~ ~w ~ ~ ~ ~w ~ ~fit

~ ~ ~ d~y ~ e~t ~ ~ 1~ ~~t ~
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I1. LORG Sources of Revenue

1. Driving new LORG revenue from the desktop.

Office Standardization
Large corporam cus~mers worldwide are increasingly s~ndardizmg their desk-tops on Micro~t~ W-mdows
and Office. As a result, the LORG oastomer segment will apl:n’oac.h new licertse saaz’adon ~,ith Wmdow~
and Office over the next 18-24 month.s. However, we still need to drive the Office business. We ~,’i11 ordy
be z_mmred of lxard-core penet~tion when evea-y LORG customer has signed a MELP agreemem_ Of the
US Cor’p,m’am and Government LORG customer segment, lem than 50% are Select customers and less
than 30% have ~igned NfELP agr~eme.nm - so we still have selling challenges to d.rive Office penetration
and sham. ~ second priority we must drive is MELP-Mam~. As we sttift away from new licea~
SZLIes, we must win maimenance and we must drive high utilization rates of new versions of ou~ desk-top
products. We must imild an armuity b~ with LORGs. In the US, LORG revenue for FY9~ for all
new licenses, upgtade~ and mammaanc~ was approxgmately ~ If we ordy sold mamtmhtnce to the
9ram lX:’S in US LORGs and ff we got $100 per maca"tine, that would more than double the US LORG

A imy means of defending our de~lctop base.is to sell Office as a development platform_ This has the effect
of increasing the val~e a cammmer sees in Of Tace standardization, helps drive MELP, and raises switc.bdng
barrim~ The Office group and DRG ar~ ~y focasing on selling and evange2izing Office as a
frtmt end for Bac, kOffic~ solutions. It is vital that we get solution developers and customers m mmgram      :

2. Driving new LORG revenue from the server.
BackOffice Standard.at/on
We need to foctts on the se~v~ to drive new r~venu¢ growdL Howev~z, when we se.tl Windows NTS as an
~ standard we will colfid~ with NoveIl’s strongho_Id on ~ file and prim network. We will
fight a competitor wtm’s server sha~ rivals our/no:era on the desia~. To cfirabat Netwar~ we must use "
a stramgy to drive eamtomers frtn~ Netware 3.x to NT Server rather than Netware 4. We must convince
LORGs that before moving to Netwam 4 they must reconsider their file and print stramgy in he light of
W’mdows biT’s tmmd~ usability and market momennma. Drive comparisons between N etwar e and NTS

on our terms and use the BackOfftcefamity to win. Do not be aft’aid to take on the Nelatrare stronghold on
file and print but do not let Novel1 dietam the ma’rns of evaluatiorL We rrmst eneotwage evalttation of ~
file aml i~int by challenging N~4 as a high risk decision bas~ on its ~etary di~ctory seawiees

The BaekOffiee stanclmxlizadon sale will also force competition with Lotus and others on mail. We must
win themail hattie. This is a hard fight l:mt we carmot let our focus waver. Sell mail.

The key is to avoid Cm’q~Kng agaJmt criteria established by ore" compcti~m~, and if we cannot change
thee, e, we will use the appmac.h of di~etentiating omse.lves through selling NT as a platform for busine,s
application solmiott$.

BackOffice as a solutions platform

hotizonnd trms such as ~ force matomafion m~l line of b,asine~ ftmctions such as retail s~t’t

-~_

1. Buy an off-the shelf application e.g. SAP’s R/3 fi~ancials or PSI’s retail P~S s’~,n~. ~-~ ~- -- ~/’
2. Have a Solirdon Provider bid to I:mild a system to solve the problem. " "
3. HavetheintemalMI-~ functionbuiklasystem. .- MS-PCA2557284 "

Ou~ success will come farm ensuring ~ m each case the soludon is built on/Wacrosoft i:m:xlucts.    -. ,.          ’~--.

crrg.doc Micrt~oft Confidential Page 6

HIGHLY





¯ Prov~d~ r_..duca~ion on Microsoft ~_~hnotogy for co~ ~d
¯ Use M~ mv~ent ho~ m p~ ~d ~ ~e bid
¯ Braid h~mg ~d ~p~ ~ Io fac~m ~e op~Y for me wortd~de ~uo~ p.~e~.

Step 4 - D~ve ~e su~ ~ and ~ange ~e ~pfio~
~ch region ~ n~ l~ ~phy ~ ~f~ we ~

~ ~ m~. ~ppl~ by ~emf-b~ d~os ~ ~ ~ ~ by 1~ ~ or ~e       -
~mW~e T~ ~g (CA~ t~.

p~s ~d ~ id~ ~ ~ a ~ble ~ of ~ b~ mlufio~.

S~p 5 - K~ ~e sup~ & ~ for ~~ ~m~
~ ~ m~ ~ mm~ ~ ~ of ~ ~

~ ~ of a ~p~ W~ ~ ~bl~ ~w ~ ~y g~ ~lufion ~ ~ fo~o~g

mOu~g hot fm ~ ~ p~ ~ ~ ~, ~ ~ a 1~ ~y m go.

~RG ~ of Rev~ue - ~ for ~
How do ~ ~fly ~ ~ ~ of~RG
f~
How ~ we fi~y ~ ~ ~ ~ ~RG

III. Select v3.0 Launch

Select 3.0 is a major ~pgrade to Select lh~ pr~vid~ ~abstantial ~ m ~ ~~ md ~
~ fm ~ new ~ ~ ~m ~ ~ ~ off~ m ~ it ~ f~ ~ rid& ~1
~d ~ w ~d ~ ~ A ~p~ ~ ~ ~ m ~ ~ ~d ~�

~u~ ~e ~ ~~

transition forthcLARchaxa~ Tl~mov~manordea’ingprocessmodel furthe:rpaves the way for our
su’a~gy m, in dm furore, �lectxtmically detiv~ licmases m Select

The Selecl 3.0 lamach ~ AIn’il 4. 1995 will be botha ~ ~~ ~a~ on ~ ~
~e Sel~ ~ T~ ~ ~y ~ m ~ ~ 1~ Sel~ ~ md ~o~ Sel~t
~~ m ~ f~ s~ 3~ ~ ~e ~ ~u~a~fi~ ~ ~ ~ sub~_
~u~ ~e m~a~ 1) T~ ~b ~ ~ and ~e~ 2) ~fiou au~ ~~       - -~
~1 and ~m~ and 3) T~ on ~e new ~ment and o~p~~: ~. - .. . _       ~

~e ke~ m ~ ~ ~ S~ 3.0 ~ s~p~ ~d op~~ To ~ ~ 2Q, --- -
of S~ 3.0 ~ ~ f~ m ~ ~y ~: I) ~ ~~ 2) ~p~~_, ~ - ~
~ md 3) ~~ ~g~. ~ of~ ~g~ ~ ~ ~low. ~~-~ ~ - . ~.
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¯ Customer Tr’an~actiou5:
¯ Mimmum volumes per ~u-olJ.ment Ag-r~e:ment ~s lowei’ed from 1000 u.mus ovea- iwo ye.a.rs to

500 uru t.s.
¯ Quat’~ly r~porung by me customer is no longe~" requltexk The proce~ will be d’m~ged to a

~rion-hased model wahexe produc~ are sunply ordered through the damme!, and the
channel is r~sponsible for rrpon~g orders back to Microso~.

¯ On a monthly basis, escah Enrollment customex will r~c~ve a licam.~ 0~nfinnimon which
vahdams the number of copi~ ~%ey have ~ and r~produced during the lm~viou~ period.

¯ Simplification of License Types:
¯ Variable Liceaise cumam’nea’~ can now suandardize at the Earollment level with Departmental

Enmrpdse Licensing, provid~:l they balm a minimum of 250 qualif),mg ¢ompute~ (an~ a
total of 500 umts). They do not need to me~ the En~m-L~ License minimum at the Ma_~er
levek

toward th~ ovea’all unit for~zas=
¯ L~vel B ~ C for~=aS/eommimaeat l~vels for Variable and F.nm/pr~ licenses will be

incxeas~ but I.~vel A volumes w,]l renmm t.~ ~ame-
¯ Mahat~na,,¢e Chxmg~s:

¯ Each Enrollmmat sire may add an unlimitaxt.nurnb~r of fic~m.~s I~ Main~uance during the
~ two quzai, tm~ of the Enrollment Agr~maeat (altl~z~gh s~ah ~&lifions may ocoar only
during the fi~t rid] y~ar of fl~ Mo.~ter Agr~mmml). 13~ring fl’~ l~l lobar quarm~ of the

limitexl to ta~ quantity of new licmis~ or upg,-ad~ ~ on tlz same order.

subsidiary ~nd regkm to cream and maintain their own prioritized "nit list" of new ~nd curnmt cu~)mers

opposed to tmstin$ Seae,t ~L~mers. We rectm~end the following guideline for ptiodtizatiorc
I. Non-Select Cusmmer~

¯ Tier I and Tier 2 account~
¯ Trmd towards ,oftwa~ s’tandazdizafion
¯ Tread mw’i.n~ cemmliz~on of IT and Pu~Amsing

2. C,,r~-t Se~cl C~ers
C~.sl~mers ~ ~re expiring withia ~e nexx ~ montl~:
¯ Priority shottld be givcm to conrr-a~s which �~xpirr by June 30, 1995 (-including all pre-April

I, 199~ ex~ which will be ma~dmmtic~ly ~aendcxl to June 30).
¯ Sexzo~l~ry ~mptmnis should be pl~zed o~ caarm~ which eapi~ in subsequeat q~arters

(September’30, 1995,Dece~be~ 3L ~995 era.). Note." ~ m~r#~ain~ "pu~" fo_r $__et~ct 3..0 - -
will not occur for the~e cu.rtomem until Fr96, to le~rage mome _nm.~. ~md availabTl.~z~" " -       -

¯ High-performing Variable License cur, omen who ~re now ready to take advanr~’~.~. -

MS-PCA 25572B7
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¯ Smaller business mum with a mtmrnum of 250 work_~aUoas at meg s~te (~d 5~ um~

ova) w~ were p~ously ~ble to quay for me
Maintenance Poten~al

Exg~g cu~omem who ~y "’~d~e" to a M~ ~t level due to a ~ge ms~l~

¯ E~g c~m~ who ~h to e~ll morn p~uc~ m ~~ ~ ~e m~te~ce
ad~fion ~ m ~e~ Zx ~n~ct ~ ~ow

[ PROG~M GOA~ ..... ....... , ....        "
~e fo~o~g ob~ ~ f~ on 1) ob~v~ for ~ ~ Sel~t 3.0 ~ i~g ~d 2)

Key Ma~efi~g Obj~:

3.0

ob~
Key Sal~ Obj~v~:

Ma~e6~

g you ~ve ~y ~ ~ SN~ 3.0 ~ ~ ~ p~ P~ ~ ~ m ~e S~USH

Select relies on ~ "S¢Ichamp" ~g and sales contacts worldwide m offex program input and loc~l
subsidiary planning and implementation. We had a regional repre~mtation group of Selchamps al
Redmond in early December for i~I~t and planning puq~ses. We have also commtmicaled final Program
Specification, T~on pL~-~ and Marketing plans m all Selchamp$, and have weekly s-rams meetings
win regional con~c~ for .pdau~

Select v3.0 Launch - Issues for discussion
¯ How f~t should w~ d~v~ conv~sion of exis~g S~lect customers u~ v~r~on 3.07
¯ How do we optimize cahm’mel preparation for Selea v3.07 How do we prepare channel partners for

elecu~n~ic reporting? - -
¯ How do we minimize complexity of Select v3.0 changes and transition issues for our ffel~- _a_a_a_a_a_a_a_a_ap~ "- -" ....

MS-PCA 2557288
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To: February 1995 WWRDM Attendees
From: David Curds
Date: January 20, 1995
RE: Antipiracy Task Force - Update

An Antipi.racy Task Force was formed at the Worldwide Director/ Meeting last July. It
included representatives from a cross section of product, marketing and adminivtrative
groups. It was charged with developing a set of top-level recommendations to be
presented to the BOOP to address the problem of software piracy. Recommendations
were presented to ~e BOOP on Janaary 5,a resulting in the following decision:

Williams with responmqxlity for corporate antipiracy product and marketing
issue.

¯ COA-like anti-counterfeiting rneasm’es will be broadly implemented on all retail
product packages.

¯ Covert anti-counmrfeiting ~ will be broadly implemented on all ~

¯ The SMS group wRl asmmae responxihility for future technical ownership of
Software ID (an inmmally devele~xt tool for maditing software usage). The
new Anti-piracy Business Manager w~l be responsible for exploiting the
product as an antipiracy tool.

This memo explairs these rer.a:mmmadations and cm’mnt implementation stanm. Feedback,
including particularly additional thoughts on axems for follow up-and priorities, are
encouraged.

Background:

We have all seen the various published estimams of worldwide losses to software piracy,
as well as intea’rml ir~onnadon and ~tes.~ All indications are that software piracy is a
~ drain on the revenues of this company - it is not tmreasonable to assume that piracy
costs Microsoft at least what it makes each year.

Historically, we have approached and-piracy work as a three-pronged effort (public
policy, marketing/education, and litigation) conducted mainly t~ough indust~__
associations but with a ¢igrffficant additional Microsoft-only component, pm-tie~_ y in_the .... -
.counterfeiting area. When we started making a significant invesmiimt~m.:ami--p"~work

a See the Additional Matmfals secaion below for the location of a rosmr of laxk fo~ mem~ MS-PC,~t2557290
: See the Additional Materials seeuon below for the loc~on of a copy of tl~ ltrre~xttatiort.
~ See the Additional ~ s~ction below for the location of i~formadon on e~tirttated Ios~. HIGHLY
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m 1987, activity was centered primar~y m LCA. -As nrne has passed, increasing artenuon
has been focused on piracy in marketing groups, product development, PR and omer axe.as
of the company. Microsoft has steadily increased the resources it devotes to pixacy across
the company. We axe by fax the laxgest contributor to BSA both l~q.nciaily4 and in mrrns
of human resources, and have significant additional resources devoted to ac~viry.’ we
undertake indepemdently.

It has not been clear that we are being as smart about ~ challenge as we can and should
be. Many groups within Microsoft have an mtea-e~ in this topic and often commuruc.am
with each other quite well - but we could do a much better job coordinating between
groups. Many people around the company have insights and expertise that could help us
all be smarter and hetma: about the anti-pkacy work we do - but we don’t have a very
efficient way for those insights and that e.xlxm-fi~ to be ~ or to be brought to bear on
designing strategies and seuing priorities. Too many proj~ are undea’mken on an ad hoc
basis rather than as part of a larger,, coordinated strategy.

The Antipiracy Task Force was formed with this background in mind. Its purpose was to
bring together a cross section of people from around the company to develop a sea of top-
level recommendations to addre~ the probl~n of softwar~ piragy. The rrm,nbers of the
Task Force met peaiodically be.tweea Sepmanber and Dec~nber, and a series of
recommendations was delivered to the BOOP on January 5, 1995.

Recommendations:

I. Antipiracy Business Manager. The first recommendation was to design~ an
Antipiracy Business Manager in the Worldwide Products Group to assume
responsibility for corporam antipilacy product and marketing issues.

Cun-=nt responsibility for deveaoping and implememfing antipiracy programs is
distributed among multiple product groups, multiple sales and markeaing groups, and
LCA. While there are many good reasons to conRnue to give some res~nsibility to
multfple groups, th=re is also redundancy (as diffeav.nt groups "reinvent the whee..r over
and over again). Additionally, ther~ has been only i,ffzeque.nt atmntion paid to
initiatives which appear to offer global benefits (geographically, in terms of the
univer~ of products and/or in mrms of the range of tyl~S of piracy we encounmr).

Further, to th~ extent any single group in the company has ’owned’ pir’~-~y at a global
level histaric~y, it 1~ beam LCA. This is due to the primary focus on legislation and
enfacement (litigation) vCnich has been so ~t to our antipiracy ~forts.
However, as our ~’fforts have evolved, more atz~tion has be~n paid to initiafiv~
wtfich are not areas of LCA ~p~fise - e.g., initiatives.
message, initiatives to develop product features which

piracy problem and the relative succ.e.ss of antipiracy measures;. The~~r~e

"For e.xample, Microsoft wil] cont~ ....xpproxm’~ately 43 % of BS A’s CY 1995 budge~_ - MS-PCA 2~7291

HIC_dILy
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conciuded that the company’s antipwacy effort5 would benefit swrmfcantJy from
ciesignaung a corporate Antipwacy Business Manager who could bring more focused
prociuct and marketing expertise to bear on the i~sue, work_sng closeiy with LCA to
better leverage the erfforcement and policy activities for which it will connnue to be
responsible.

The Task Force recommended hiring an Antipixacy Business Manager and a technical
asskstam_ The BOOP agreed that we should hire the Antipiracy Business Manager but

Status: This position will reside in Chris W’KIiarm (DLrector of Product Developrnent)
group. A dr~ job description is under review,s and recruiting should be underway ~
the time of the WWRDM. I will update this part at the meeting.

2. Qvert Anticounteffeiting Measures. The task force also recommended that we broadly
implement COA-like anticountmffeiting mea.sa.m~ on retail pr~luct packages.

We have seen increasing countea-feit activity in recemt months. Beyond the products    :
traditionally vicdmiz~l by counm-feiteas (MS-DOS and Wmdow~ in particular), we
have started to see counterfeit l:~iness applications and consumea" producls,
particularly CD ROM vea’sions. Ctm’eafly, few of ottr products include
anticounterfeiting devices such as the hologram or 3M Oartfm~ label which is used on
the Certificate of Authenticity (COA). Such ~ deter counterfeiting by making
k mort= difficult to product a high q,~lity counterfeit, ~ make it easier for. us
(-mmmally and through law eadorcemeat partnerships) to detect and prove
counterfeiting activity, even ff the counterfeiting devices them~Ives are copied-

The COA includes additional covean anticotmteffeitmg measures (e.g., micmprmting)
and serialization, which has p~ven useful in addi-essing OEM unbundling issues. It
would cost approximately $0.26 per unit to add a f-nll COA to all reail product
packages (or roughly $8.6 n~lion for FY1995 based on budgemd shipments~). The
task force recommeaded afBxing a hologram and 3M Confirm label to all ~
product package.s, which w~1 cosl $0.061 pe~ unit (or roughly $2 million for
FYI995v).

The B OOP approved ffds ~comraeadafiom

Status: A working group has beam formed to develop specific design and
implemeamtioa l~.ommeadafio~s to be pfe.w.ated to lVF&emap, consk~dng of Alisoa
GKligm (LCA). D~,.,� Thon’ms (Direc~r of Product Eugineerin~.
Services), Jeff Sanborn (Smu.egic Mamrials Admtnisua~, Ope~ti. "ore-p_ ~g)~- .... --~

.... _:. . .

See the Additional Materials section below for the location of a copy of the ~ jgb d.e:gctj .L~
See the Additional Materials ~ctio~ below for th~ l~atmn of a detailed analyms of.this
This cost is based on the same unit pmduc~ figax~ cxmmin&l inthe detailed COA cost a~5~r-

refen~A to in t~e Addinonal Maxmals.                                       MS-PCA 2557292
H/GHLY
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Man.ha Dale (Print Production Group Leader, Corp. Services), Katie McAskSij-Wt-ute
(Print Production Spec~a.lisk Corp. Services} and Cynthia Kra.iger 0vlarkenng Ops
Manager, DAD). Recommendauons are expected by Ma.rch i3, !995.

3. Coven Antic0unterfeifing Measures. The task force also recommended that we
broadly implement several low- or no-cost anticotmterfeiting measures in product
packages, including particularly rnicroprmfing and a 3% gray screen on various
components (registration cards, boxes and manuals). These measures should provide
additional assistance in detecting and proving counterfeit activity.

The BOOP approved this recorrm~ndation.

Status: The same working group referred to above wiIl develop specific design and
implementation recommendations for Mikemap, on the same tirneline.

4. Software ID. Sol, rare ID is a software audit tool developed by corporate audit ~nd
LCA. It is designed to inventory software on 1rite.l-based pc’s, and to be used for
formal evidence gathering, informal se2f-corrrpliance c.her_acing and everything in
between. It has undergone one ~ bexa test. and is close to being ready to use.,
at least mtea’nally. The BSA is i.n~ i~ using it for audits and litigation, and
distributing it as a software management tool

The task forc~ recommended that Microsoft give Software IDa pea-rnanent home for
technical purposes (including mainmir~g and updating the database of produc~;-
against which it searches), as wall as for pttrposes of exploiting it as an antipizacy tool

Status: The SMS group has been assigned ownerstfip of the technology going
forward. Exploitation of the product as an antipiracy tool will fall to the new
Antipiracy Business Manager.

5. Research. A recommendation was made to invest in additional market research aimed
at corrfirming the size of the problem, undea’standing why piracy occurs and
understanding what measures and mes~ges are likely to be effective in combating
piracy.

The BOOP de, z/Lined to approve any immediate re, search initiatives, but invited the. new
Antipiracy Business Manager to develop specific re, se, a~h proposals.

6. Other Areas For Follow-Up. The recommendations above are by no means an
exhaustive or co--sire ~ of things Microsoft can or should do to address the
problem of softwa~ piracy. Many other ideas were presented to the .taslc force, and .i~ - --
task force members.~ One of the key benefits of then

" " i~ MS-PCA

= See the Additional Mamrials se~ion below for the location of i~ ~tafive li~ of 20 oth~;...
ideas that sin-faced clurmg the task forr.e’~ wodc                                                 "
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Manager will be the creation of a resource mat v~il) enable us to bring more focus anc
follow through to many of these other id-.~as.

Additional Materials:

The following additional materials are available on \~gabner~publicXaptf:

Reference De~c’rip. tion File Name

BOOP Presentation Powerpoint presemtation of Task Force apffboop.ppt
r~cz)mmendations, January 5, 1995

Roster Task Force Members members.doc

Losses E~irnated lV’Licrosoft piracy losses losses.doc

Loss narrative Explanation of how the Microsoft piracy expl#s.doc
losses were calculated

Olher ideas 20 other- antipiracy ideas for follow up ideas.doc

COA Cost Analysis Detailed analysis of the cost of adding COAscoa_xls
to all retail product packages

._ _ MS-PCA 2557294
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To: February 1995 X~’P,.Dbl Attendees
Frorn: Peter B ladin
Date: January 26. 1995
P,~ PSS imuazives and direcuon FT95"x~’96

iNTRODUCTION

in ou~ last memo we outlined fou~ ar~as for PSS focus during P’-Y95. These areas were:
¯ respon.save.ne~ duaxng Win95 iatmc.h
. e:stabLizkmg credibility for ore" mission crmcal support
¯ delivering emhanced information services
¯ notification that we planned to updam ou~ l~czosoff Support Network

This memo will provide an update and next steps in those areas. Although rtadine~ for W-m95Lmmch i~
of critical import~ce., few things (e..xce.pt woduct RTM date,) have chansed since la= memo and we will
provide only a brief updam withi~ this memo. We will provide an in-de!Xh review of uixiams to the
Ivficr~of~ Support Netwoff.. In ~ we will amu3mx~ these cha.,tSm in the US. Canada. F_av~e and

on Regional Support Cem=~ and how they will evolve for the next 12~18 month~ We will also ~
how we need to make sxqTport an inmgral part of the m.le* cycAe for Bac-koffi~ ~ ~ ~ #~ ~ ~      ,.
on our efforts with parm=~ via the ASC program. Within the ccmmxt of Informaticm Service~ we will
explain how we plan to utilize The lvfx:rosoft Network (MSN) that ~ with W’mdows 95. At the end of
the. memo, we will outline an overv~.w of how our Suppm’t tools will evolve.

Responsiveness during Window* 95

Rzsponsiveness dining W’mdows 95 and Office 95 laundi is a key goal for PSS worldwide. We co~a~l
this topic in the last WW’ILDM. July "94 ($e~ July PS$ memo for dexails). Mo~t regicms now have fairly
solid plans and we will use photm confe~nces during the re.st of FY’95 to review regional plarts with PSS

breadth requir~ among our ~ that our outsom’ce plans are ~oiid and uammg ts m place. Please

Microsoft Support Network Updat~

We launched the Microsoft Support Network in most markets in the Octobe~ 93--January 95 time&ame.
We have ,’pent the ~ummer and fall tnaiy~ing usage pattea’m, incident co~ts and lixtening m cu.¢tome~’

rtco,a~ on ouz fee ba~ed offta~x~ and to reduce the co~t a~ a lXm:tmm~ of pruduct r~z~me ~ ~
developmmt prtxtu~ cluster. With ~ ct~tmae, feedbac~ we cormluded lhat multinatiorml sarpport is a
key need of a mmll number of vta’y important LORG ctt.~mae~, and tlmt many Premier
swaggling with managing our iimitaticm tm designamd conmcm A stndy of incident u.~age tnd co, t of _ ___
Premier accotmt suplxm showed u~ that in om~. to ~ cost rtcovtry~ we would hav~ m xignifu:amly--

"’and we can hold the base price down for the othea" 70 lX=X~t of the ..cu~. e~. ¯ We ci~.~’~w..~:i

mquiremem which armoyed many custom=’~. These change~ h~ve beam designed w~th world,~_. _
from regiorml re~tatives.

HIGHLY MS-PCA 2557296
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Premier Global
One k~ ~ f:n:an ore" large multi-national castc~.�~ was m inc.ha~ a worldwid~ offering, making it

high ~nd offering called Pr=ni~ Global to address this need. Preani~ Global will b¢ available in I/mired
quantities in March 1995 and generally available i~ July 1995. This offering is targe~d ,- our large~
muJli-nafional corporate customers. Premier GiobaJ use Premier services as a foundation, including
Premier Support Team (TAM team) capabilities. The following ar~ changes and additions compared to
Premier, Global account management, two pr~g’tive onsite visits, unlimited incidemts with 10 d~ignazed
con~ in any region, and on~ single vcorldwide contracL Like with l:h~cr, Prt~nier Global pro-aclive
account management provides the cure,met with a Icmg-tm’m pzr~2m~hip to anticipam po~au~J problem
areas, plan for futm¢ changes, and con~’mally asse~ support needs_ We arc working wilh Regional
Support ~ worldwide to emsm~ ~ service delivery. Ear.h Regional Cemmr is r~ponsibi¢ for
impMrnemting Premier Global de.livery within th~ r~gion as defined by the woridwide program.
Contrac~ can be sold in ear..h Region. We will hav~ a P~mier Global ’broke’ in the US that will work

full cost recovery. It also ~flecu what similar offerings cost from other worldwide~~ ..
¯ -.-_~ ~

Contact your regional PSS Manage~ for mor~ de.mils- Fie.ld materml wil/be available i~ [fifo "_~ :.-
February wifl~ printed collamral to follow. Appendix B contains.a grid on whaz service is tar~i~e-
which cu.su~ram,. It provides a quick positiomng for the field.

MS-PCA 2557297
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M~ion Critical Support

Backofiic~ h~s a compl~x saJ~s cycl~ and support plays an mmg-~J pa~ m ~he pur’-,.h.x~
Recognizing this, PSS has focus~ on building up Microsoft’s dm~ support mIzr-astructure as well as
teaming with ASC parmea-s to aug~nent o~" offea’mgs, pmmculazly for mulrivendor ~ee..d.s. Regnop.ml
Support Centea’s are the velucle to delivez the level of quality s’uplxrrt Microsoft neecks worldwide to be
succe~ful selling Backoffice. We a.~ [mildmg up ext.en~ve skill sets in 6 countrtes mound the world.
T~ese cemtea’s weam picke~l because of: tim saze of the_.h" local rn.a~et and bec.,xuse of he
already pre.~nL Stat-u~ of Regional Support Centre" wnplenaentanon today:

Location Regiottal Suppot-t Regiotml Escalation Operational

Ceater (RSC*) for Center (REC*) for

Au~"alia Au~l:~ilu P,.SC÷ Rest of APAC yes

Prance Fren~ Speaking ~RSC+ Spmr~ Portugal, May 95 (P, EC3

Germany Gea’man Speaking RSC+ ~ Emope May 95

UK UI~ lzeJar~ AIME P~C+ May95 (REC÷

(except ~ Spenkir~ Scandinavia~ea~lux AI/vlE
(except_ Frmch Speamng)

Japan Japan Japan

US US. LatmAmerica. RSC+ FE (exce~ Japan)    FE tlxL rest yes

F_.w.h oent~’s main focus ~ be o~ ~austm" a tml major dtmmr 3 prtxlucts OCB. FoxPro. VC-~-). Iaitial
language foc~ i~ English as well regional etmtza"s own langtmge. Local $ul:~idim’ie:s are still respon~ote
for Ouster 1, 2 s-uppor~ Ore" goal with all Regional Centem are to deiiv~ the same quality and service
levels to cammmets and partners worldwide regmrtlle~s of w’Mch omtm" they are supported
sharing pnx~lums and process~ and hav~ stm’ted regmlar R.~C manager’s meetings to meet this goal We
also do regu~r escalation level eagineer training for key ensmeem in the US. Our escalation level
engineers (small subset of all engineem) ~r, mmt~l ts ofie worldwide (viram0 team mS-m’dless of where
they rt:side..
We ar~ proposing that W’mAPI support (Windows SDK sarppott), and other low volume developer
produc:~; (exo~pt VB, FoxPro and VC++) Hill all be hamtled by Develotx:r Support ha t/m U.S, not by

The W’mSDK set of technologies ~ too much c:rMeal mass to do successfully ha sevea’al place. No
c~ang¢ iz pl,~’m~l for double 10y~ (dbc:s) developer support.

Dm-ing the re, t of FY95 ~d dining F’Y96, we plan ~ build up skLLI set and prt~.e~dm~ in
c~mt~r to handle the followin$.
¯ Serv~ down Policy. incL 7x2A capabilities
¯ QFE (Quick ~ax Engineering) capabilities as defined in agreement with product groups

¯ ~ product escalation capabilities, all clusters
¯ Localiz~ pnxluct su’pport for VB, FoxP~, V’mual C-�-+ and clu.x-t~ 4 flora ~ach-R.~C -

.¯ LocaJ.ize~cl~ l-2support flomR~(-~forPl’t~’niea’an~lPr~mlie:rGlobalcu~tom~a’sJ~F’.~J~d~ ---

- Reptication Lab H/GHLY MS-PCA 2557298¯ Training Capabilities for PSS and ASC support parme~ CON-F’[D~
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Marketing Microsoft’s Mission Critical Support Capabilities

To succe~fuliy posit.ion our enterprL~ support offerings it ~ maportant we make tt 2.n mte~,yrx~ pa.rt of
s~tles cycle when setlmg Backoffice. P~S are worL~g closely with MCS, OCU and US field to develop a
complem Microsoft Service Message. We have also developed the folloswmg s~ of-collatr_~, wtute paper
and presema~orts to help fidd sale force address support with our customers. The foll0wmg is
(check with RegiortaJ PS$ Manager for availability in your region):
¯ Microsoft ASC brochme (available Februm-y)
¯ Data sheets from each ASC outlirtmg key offering and how to contact thera
¯ lVfission Critical Support Services Corporam Bac.kgrounder (available now)
¯ b,f.ussion Critical Support Seawices presentation (available now. i.n presentation builder)
¯ Microsoft Support Network data sheets (US sheets in L, xfobase by Munch, with printed coLtaIeral to

follow)

During the next 6 monttts we must make ira top priority for our 0-.ORG) sales force to be able to
effectively articulam and lx~sirion our suppvt’t offea-ings. Our Regional PS$ Managers will help in this
efforL We as~ that you make it a priority for your LORG and MC$ rtsotmms to understand our support
rnemage and make s-m,e support is addrt~ed m each backoffice ~ Each significant backoffice win must
have a Imilt in ~pport plan to be con~dered complete. Support can be delivered either by MS. ASC ora
combiaafion thereof, but it must be add~ssed during the sales cycle.

ASC (Authorized Support Center)
In the r~w open ~ ea~ some larger customers not only want the total flexibility of
mc.hnology Itmt also the cttoiee of veado~ or 10m’me~ to ltm:n, ide suppmt (’mc.lmiing in-house) to

_ .            s~0ort lxovider am is able to offer a _’.si~xDe.point-of-emma solnt~an to their real. tiveador needs (one-
stop-shop). Building support ~ to provide one m~ way for organizations to get the full set of
support services they need to succe~rxflly deploy ~ft tech,noiogy is the goal of the SP ASC program.

During CY95 w~ aa~ foeusod on enhancing ASC delivery skills on our produc=. We need to bring all
ASC’s to a base level whea~ they can be one-stop-shop. In addition we are workiag with each ASC to
develop competea~ areas ($NA .s~’ver, SQL server, systmm managemeaL hellxle~ outsomee, softw-a~

projects, the way w, today utilize other SP’s for m integration via our MCS model. The ~
should emptmiz, quality before quamity, so we recommead no more than 5-7 pamae~ per country.

We are working with each ASC to present their se~Ace portfolio to our sales force. The portfofio can cover

o One-s’top-thop htll suppo~ off~’ing; especially tm--a:tive for SMORG Imsine~
¯ Service as mean imms: planning, implementation, ~ (i.e. helpdesk); mostly related to

LORG bu.sme~

Information and Electronic Services

..customers with ~ and e~gaging acc~s to the ~ MS tec.knical iaformation and relamd St~d~ e~r~ Tais_ -
"sellr-sufficioncy aplxoach is at the nucleus of our stramgy for managing support d~d !~ ~/~_" _
empo ermg customers to use our products. All current information offea’mgs, lntea-net (F’I~_~:~. !~-,.
.W~W), T~’4~ Compt.tServ~ FastTg~, era. will be remim~ imd will be r~iewed for cost
opportumdes. Intm’net, the Mica’o,soft Network (’MSN) and Tecl’tNet have gre, m IX~tentia] for reducing " --

HIGHLY
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Mem-to-Mem BBS Code Samples,

List Seryice~
Setect Docs

One key art:a of focus in the ~g 6-12 month~ will be to lever’age IvaN, the Inmrtw~ and Tee.hNet to
further ~xtend our reach. MSN will provide PSS with a rich Micr~oh bc’anded eav~’onme~t to build a
broad range of Information and Eaecmmic Support service~ With more than 100,000 us~’s a wee..k
dh’~-~y accusing o~r ~ ~ppor~ infortn,~ vi~ the In~L we pIa~ to further improve the
infonnazion cont~t on our Intm’n~t Sea-vet’s. FurtJ~’, we plan to grr.,~y ~xt~l the TechNa Ivr~luct.
which in fl~ ~ 6 morg,,h~ ~ sex~n an incre~ in ~ale~ of 42%. We will run ~ in the
chamnel~ in the U.S. during fl~ n~xt qum’t~ and will ~ bundle it in fl~ North Am~ica B~.koffice box.
In Mm’ch we will upgr~e ore" ~ 2.0 fo~" Window~ pr~h~ to li~ 1~cr~ft Pm’m~r N~work vl.l
produc~ to pmvid~ our pr~mie~ ~md priority mmual cu~nme~s with e~hznc~d elec~mic is~u~ s’ubn~sion
capabilities. During FY96, we will tdd the s~q~port ftmctionality MSPN 1.1 Ires to MSN, the~by allowing
u~ to trm~tion over ftt~m M~PN ~ the service reque~ tool for ou~ IXtmU~r and priority customer.

W~ ar~ ~ inve_~xigating how to s~ our annual Support Seawice~ via MSN. This tt~Btire~ furth~ analysis
and change~ to internal mols, so no firneline Was been set but we ar~ committed to make it_~ - -_ __
Que~’tions regard~g our Information and Electronic Se,vict~ may b~ di.mct~ to John-.Martin~). ’---

_..’.
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Customer Tracking Sys~ms
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APPENDIX A. US Framework

Desktop Personal Development Business

Applications Operating .
Systems

Systems

Premier Global Premier G~obak
Supp~ ¯ ~,O00/year fl~ f~
Ar..�=~ D~ignal~:d TAM " Primer Global TAM Tc..~a ~
Tc:~m * 2 on-size v~i~ p~r y~r
Mu~i.-~tio~l Strplxx’t * Up w l0 mutti--~afionai �or~-~ wi~ unl~mimd i.r~:id~tx
Full Inf,:~’mafio~ a~d * Additio~ co~.x: $10.000/’~ar
E:lcc~:~c ~ * Additic.’~ TAM Te:~m ~ f,~ :q~’ff’~ ~,4ti~ ~ defi.,~d by ¯ ,Sa-vi~

: 24x7/800#

Premier S uppor~ Premier:
~ i:k:xign~ed TAM * $’2~,000 ~ fl~ f~ including 150
T~/SAE * ~ T~ T~ ~
F~ ~~ ~d * ~n ~ ~ S~ ~e f~ d~z

Prioriff Snppor~ Priority Comprehen.~ve:

~ ~ ~m~t & ~op:
~ PAYG ~495~ ~lu~g 35
24x7~

~.~/~.
~ty Ho~:
$15f~t

El~c ~ "M~-~M~ ~h F~ ~ ~ ~ ~~ ~
~ PAYG ~ N~ (w~

F~ ~~ ~ ~GE N~e N~
A~ ~A ~y, ~ ~ _

~ .~ -

MS-~A 255~02
~G~Y

co~~



APP ENDlX B. TA~GET AUDIENCE FOR EACH SE.RVIC-£ OFFKPdNG

Microsoft Support Network Target Customer Guideline       -

wttm~ Lo~ X X X X X

smao$~ .-, X X X X X X

mao,~ X X X

maca~so X X X

S~,~m’tn~ X I X X

X X X X X

~ . ¯ X x X X x

eomma~~ X X X X

MS-PCA 2557303 -
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