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To: February 1995 WWRDM Aniendecs

From: Jun Allchin, Rich Tong
Daue: February 1, 1995
RE: Business Systems Division FY95 Planning

ccessful for BSD with FYTD revenues at 106% of worldwide plan. Moreover, we

serious consideration. For instance, the latest fall ETM seminar results show

that: 75% of customers who see 2 presentation on the BackOffice family' choose to evaluate it And, 75%-90% of
customers who run a pilot of 2 member of the BackOffice family choose to implement a full solution.

With limited resources, we need 10 look for customers who are already considering a change and get us 1nto the

evaluation of the BackOffice family. In the second semester of FY95 (S2FY95), they will come from three sources:

.  The Desktop. Windows *95 will create a shift on the desktop, so we need to extend this 0 be a shift on the
server as well. We will sell Windows NT Workstation to high-end customers.

«  The Server. Novell will work overtime 1o get every network administrator to upgrade. We need to change the
default choice and make it clear that buying NetWare 4.1 is not a no-brainer upgrade.

e The Development Platform. Developers are moving to new client/server wols and platforms, so we will sell
our Office/BackOffice platform with our development tools as glue when they shift

The key is to tun each change from a small one to one that encoMpasses the client and the server and the

applications. We plan to gencrate evaluations through the following initiaives:

e Desktop 95. Run IS seminars on the migration to the new desktop. Upsell BackOffice family as these accounts
begin evaluation. Sell in NT Workstation as appropriate.

« BackOffice 95. Reach 10,000 business decision makers® and sell BackOffice families greater business value,
run NetWare shoot-outs for 10,000 technical decision makers. Reach 15,000 technical implementers through °
technical workshops. Upsell BackOffice family in all these seminars.

e Developer 95. Promote to developers a combination of: Office as the front-end; VC, VB and Foxpro as
development tools; SQL Server Workstation for back-end; Windows NT Workstation as operating system.

In addition to our evaluation objectives, we also need to defend our curTent revenues in:

e Defend Mail. Until the Exchange Server ships, the primary objective is maintain the current mail base with
customer satisfaction programs, the Mail Resource Kit, the Mail Server for NT, and Mail training materials.
We will also use the Exchange First Look beta program to hold accounts and get analystreviewers 0™~ """ ©
understand how Mail/Workgroup application strategy.

«  Client-Access Licenses. In many subsidiaries, Windows NT Server client-access revenues are below
forecast.and this represents a sizeable revenue opportumity for us.

The last six months have been su
know that once we get our products in

NEW PRODUCTS SHIPPING AND IN BETA FOR S2FY95

Detailed information about each product is kept in the full S2FY95 plan on the share \\bsdinfo\public in the file

\s2plan~1.bsd\bsd95f~1.doc:

1. Windows NT Workstation 3.51. RTMs 2HFY95 with main feature being IBM PowerPC support with

languages available on the same schedule as 3.5.

2. Windows NT Server 3.51. Inoroduces client-access license auditing, IBM PowerPC and compression

3. File and Print Service for NetWare. Goes into beta in 3QFY95. RTM 1QFY96. Detailed launch plan in

\\bsdinfo\public\s2plan~1.bsd\products\fpaw95f-1.doc.

BackOffice server and client access license. We will ship afier SQL Server 95 ships.

SQL Server 95. This product goes into beta in FY95 with RTM in Q4FY95

Mail Server for NT. Will beta 3QFY95 and ship 4QFY95 an NT mail transfer agent

Exchange Server. Product goes 1o beta 3QFY95 with beta 2 in 4QFY95. RTM planned for IHFY96

Internet Server. Will ship in 2QFY96, but prelaunch begins in FY95. Initial marketing plan is in

\bsdinfo\public\s2Plan~1.bsd\inet95f~1.doc in the Intemet Server section. o .- —

9. SNA Server 2.11. RTMs 14 days after 3.51 with PowerPC and other features

10. Systems Management Server. Beta of CSD update with Windows 95 support iri 2HFY95. .= MS-PCA 2557114
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access any server runmung any member of the BackOffice family. - HIGHLY

2 For simpliaty, these goals refer 1o worldwide tarpets. We will refine as botoms-up MYR plans are completed. CONFH)EN’I'IAIJ
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PRODUCTS AND THE COMPETITION

Windows NT Workstation

The product posiuoning is ~the most powerful operating systemn for the most demanding bustness and technical

needs.” Its major compettion is 0S/2 Warp at the low end. We win with these feawres: 1) More reliable and stable
foundation than Warp, 2) Preemptive multitasking and OLE support for 16-bit Windows applications (OS2 can do
one or the other), 3) Include full networking client including IPX. TCP/IP support (IBM will ship a network client
in 1Q though), and 4) Remotely manageable and administrate with users accounts and conaol.

The high-end competition is Unix workstation
and not just RISC systems. This leads t0: 1) lower cost hardware and lower dependence on a single hardware
vendor to support their proprietary systems, 2) runs the widest range of applications with both traditonal Unix and
PC applications available and 3) consistent with PC user interface that lowers training costs.

BackOffice Family
The consumer positioning of the product family is:
Microsoft BackOffice, the first integrated server suite, makes it easier for companies to improve decision-
making and streamline their business Py
We compete with traditional minicomputer/RISC products based on Unix and PC LAN products like NetWare.
Our goal is to offer the b&ofbo(huwwaidswhhmcomplemssofaUmandmeamibmty of NetWare.
We will beat both of them by being more integrated berween the server applications and between the client and the
server.
At the high-end, we compete with traditional proprietary systems primarily Unix and AS/400-based products like
Oracle, Sybase, HP-UX, HP OpenMail, etc. We have the traditional strengths of software that’s part of the
microprocessor revolutions: 1) we run on industry standard hardware and not proprietary RISC systems, 2) we
have a very tight tie 1o the deskiop and 3) we are designed o be much simpler 10 administer and use.
At the low-end, we compete mainly with NetWare
especially their new 4.1 release that they view as a do-or-

die effort to protect their instalied base. We beat them with:
1) a better architecture that means we can be a
multipurpose server, 2) better scaling and choice since we

.=~ run on multiprocessors and non-Intel hardware; and 3) -~
more applications that run on top of the BackOffice family.
We also compete with Lots Notes in particular. Compared
with it we have: 1) better integration with databases and
other network services, 2) better development tools and
open APIs which means more applications and 3) with the
Exchange Client included in Windows 95, a single view
into the local and remote data from a wide variety of

Tene providers including MSN, Compuserve, the Intemet, etc,
4) with Exchange Server better integration of mail and
groupware with enterprise-level administration tools.

Here our main advantage is running on indusoy standard hardware

CAMPAIGN SUMMARIES
MS-PCA 2557115

BackOffice component of Desktop 95
BSD’s gaal is to convert desktop trial for BackOffice family. Specifically we want customers to: 1) use Windows
N'I‘Sa've:andMailScwcxswbctheback-mdscrvasandZ)CuswnmwuscSMStodcployandmanagelhese

sttes. Our subgoals for
e Get 500 worldwide LORG pilots of the BackOffice family as a result of their desire 10 move 1o Deskiop 95.

«  Get 1,500 worldwide MORG pilots to start BackOffice trials as a result of Desktop 95 shift. — . - -
e Expose 30.000 woridwide SORG to start BackOffice trials as a result of their interest in Deskiop 95. -

« . Make sure customers considering OS/2 Warp include Windows NT Workstation in their ewufgﬁo‘g

Selling messages B ~5§ § ,
Here are the key reasons why BackOffice family is the right choice when you are picking Windows S5gesklops:
e Windows NT Server is the best server for Windows 95 clients with support for long file names, TCP/IP
support, integrated remote access built-in.
HIGHLY
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. Sunplified installation of Windows 95. Every Windows NT Server has a client administrator that lets you

install the busic operating system.
«  For fuller use. Sysiems Management Server gives you complete conurol of all the desktops 1n your company.

»  Upgrade your Access database simply w a full, safe, fast relational database, SQL Server

. Full connection from desktops and notebooks back to your office or across the world with full reinote access.
connection 1o mainframes via SNA Server.

BackOtfice Push

The BackOffice Push will take advantage of NetWare 4.1 upgrades evaluations that are happening worldwide.

There are four main components that will cover different audiences that are consider these upgrades:

« BackOffice Business Value Seminars. Build awareness of the business value of BackOffice amongst 10.000
business decision makers worldwide. The seminar content is generated out of BSD and can be used by the
worldwide field. In these seminars, we will upsell the benefits of using Office/Windows as the front-end.

« NetWare Technical Shootouts. Reach 10,000 technical decision makers worldwide with NaWare vs
Windows NT Server shootouts in those countries where direct comparisons are permitted. In other countnes,
these presentations can be used with the direct comparisons removed.

«  Windows NT JumpStart Technical Seminars. Reach 10,000 people worldwide with Windows NT Technical
Seminars. These seminars are designed for technical decision makers and [EU’s, especially NetWare CNEs to
give them the knowledge they need to make an informed evaluation of Windows NT Server. We will use this
to cross-sell our MEC and ATEC offerings.

« Windows NT Champions. Recruit 500 individuals worldwide 1o build and maintain grassroots momentum for
Windows NT Server. Participants will be recruited through technical seminars and tradeshows.

Winning the NetWare Customer with BackOffice .

The three key messages for winning the server are: ’

«  Multi-purpose operating system. NetWare 4.1 is good at file and print, but you need a completely different
operating system, UnixWare to support real client-server applications. Position Windows NT Serveras a
mult-purpose server that enables business solutions without compromising file and print capabilities. Use
positive reviews, ROI studies and design wins as evidence and convince SMORG resellers of these benefits

«  Use our NetWare upgrade offer, File and Print Service for NetWare and the NetWare migration tools 10
position Windows NT Server as the casiest, most cost effective upgrade for NetWare 3.x

«  Beter long-term choice that you won't have to change while NetWare requires a shift 10 a new operating
system 10 get a true multipurpose operating system. N

« Easier 1o setup, learn and manage. Installation and support of the system are much easier due 10 both beiter
integration and better administration and support wols.

e Proven to provide real business value. Studies show a 50-2,000% requrn on investment.

Developer Push

The key o this push is the migration from traditional development tools to more advanced rapid application

development. The change means a new kind of applicarion can be used with the leading issue being the type of

development tool (VB, Access, Fox Pro) and what back-end (SQL Server, Exchange). The goal is 10 expand the

evaluation into an overall pne that includes both the Office as a development tool and the complete BackOffice.

Another key aspect to winning with developers will be getring targeted applications over to Windows NT

Workstation and the BackOffice family. Today over 1,200 server applications run on Windows NT Server and over

1,000 Win32 applications are available overall (See the detailed SD and DDT plans on this). Some key application

shipping in S2FY95 are:

«  Birieve for Windows NT Server. This set of database routines will RTM in laze Q3FY95. It means over 400
Btrieve applications including most accounting applicatons will run on Windows NT Server.

« SAF. The target is to run on SQL Server 95 and SAP has a development group working with the SQL Server
group here in Redmond right now.

Winning the Platform Customers with the BackOffice family

e Seamless tie berween the server and client mean you don’t have to do the integraion work = —. .. ".. "= ==
«  Visual Basic lets you tie rich client applications with a powerful server software that is reliabfe and:fasi e
-~ 7 MS-PCA 2557116 -
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BSD MARKETING AIR COVER

This is a surrunary of the more detailed plans that underlie the BSD push for the second hal

f of FY95.

BSD Marketing Programs Summary

selling the BackOffice family by pushing hard on the KPMG
Iain how we will change Bustness by the year 2000.
Advertising, Direct, Collateral and Packaging. Major US campaigns include Windows NT Server, SQL Server
and BackOffice family campaign to start in 2/95. Ongoing tactical ads for other products.

Industry and events marketng. The major focus is on NetWorld and Tech*Ed

Parmner marketing. We will have tiers of parmer and work with DD and OCU 1o integrate them.

Magazines, eMedia, Demos and Presentations. We will ship two more issues of the BackQffice magazine,
develop a BackOffice technical journal, publish onto the Internet and prepackage all our demos.

SMORG Marketing. Focus is on seminars on business value and NetWare upgraders.

LORG Marketing. Focus is on getting evaluations and using the Solutions Server for pilots

EU Channel Marketing. Focus is on increasing cLient license sales, building channel technical depth on
BackOffice, running trial programs with outbounds, and preparing for Desktop 95 with SMS

International. Focus is on fixing our packaging and BOMs, improving information flow and pushing
international responsibility to each product group in BSD.

OEM Marketing. Focus is on getting BackOffice Server OEMSs and reaching nontraditional OEMs.

BSD Technology Marketing. This group will produce papers, give keynotes and woo analysts with the
networking, objects, management, and openncss technologies built into all BSD products. .

Public Relatons. Overall air cover will include
ROI study and also a business press push to exp

BSD Product Plan Summaries

Windows NT Workstation. Focus is on coordinating desktop evaluations with Windows 95, getiing developers
10 use NTW as their standard desktop and getting Unix workstation customers over to NTW.

BackOffice. Focus is on selling the family concept and launching the BackOffice server and client afier SQL
Server 95 ships.

Windows NT Server. Focus is on getting NetWare customers 10 upgrade to NTS instead of NetWare 4.1. And
on launching utilities that aid in NetWare migration. ] R

SQL Server. This includes the SQL Server 95 launch and sustaining plans for SQL Server421a

Mail Server. The sustaining marketing plan for Mail Server that focuses on customer satisfaction.

Exchange Server. Primarily the first look, beta and PR programs and holding accounts with them.

Internet Server. This product won't ship until after FY95, but bea happens in this period.

SNA Server. Get evaluations of SNA Server, especially NetWare. Recruit the major SNA product ISVs to
resell SNA Server client licenses with their client-side products and Recruit the major SNA product ISVs and
SPs 1o proactively sell SNA Server world-wide.

Systems Management Server. Get evaluations of SMS and get customer satisfaction of the product up for the

product.

- - - C——
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To: February 1995 WWRDM Atiendees

From: Jeff Sanderson
Date: January 31, 1995
RE: Channel Policy Pre-Reading

1.  Framework: Points of Leverage and Goals

We want to optimize our policies around rwo things: “point
“Points of leverage is a simple concept.” Resellers ha
the end customer. The largest ones are our key pomts O
every reseller, so we look to our distmib
marketing relationship. Today we provi
sellthrough and the Key Parmers who happen to p
leverage. We propose changing this in FY96 by rewarding the

ve greater

utors as the “point of |

Parmers and byprovidingmbmdhecdywxhcindimcti(ey?m.

Today, the US has 80 or so
direct resellers receive an average of about 3% of sales (split into
around .6%. Some of these accounts are neither big, strategic, or growing—and
rebates 10 70 accounts. Thus we propose extending the tue
who will receive the rebate. We propose resaining the
still want to plan, fund and execute some level of -

switch 10 providing indirect
current direct resellers and the group of 20-30 top indirects
Senior Parmer appellation for those accounts with whom we

of leverage”™ and our different businesses.

Jeverage than distributors as they deal directly with
f leverage. We can’t (and shouldn't) work directly with
everage™ 10 those.resellers with whom we don’t have a
de all our incentives 1o the distributor: they get rebate based on total
urchase indirect get nothing even though they are the potnt of
dists for their sales to accounts pther than Key

resellers called “Senior Partners™ to whom we provide marketing funds. They and our
accrued and opportunity funds); our disus get
in any event we can’t immediate

“Key Partnes™ to our §

marketing acuvity.

Reseller Segment Headcount Funds and Rebstes Communicsation

Key Parther Dedicaed account “Ful® marketing funding; recerve face-10-1ach ; @X8C. SUTIMIES; INSIJe A
Eam rebates NDA briefngs

Senior Parter 1-many accounts; Opprunistic funds only partner summits; iNside sales; resource kits
tolesales

Masses NONe NONS “mass” vehicies fike Channe! Update. on-ine

At the same ume, weneedmmmmmmopﬁmiummbmcpmgnmsmundombusinm.Wehanwo
“investment” businesses, consumer and BackQffice, and three “sustaining” businesses, DAD, POS, and Developer. A

summary of key goals by point of leverage and business might be:

Point of Leveraqe Consumer/Retall DAD, PCS BSOD/Enterprise

Key Partner rebates 1 support socking, rebates © reward seh-through rebaes b reward sel-through;
assortment and replenishment; rebates to support attachment of chient-t0-Server ratio NCreases;
returns policy tuned to stocking key Officed5 to Win35 funds to support infrastructure
products and key sales penods development
(Holidary); database marketing t©
reach the masses

General Distis rebates o SUPPOT stocking, rebates to reward sell-through o rebates v reward seli-through:
assortment and replenishment; accounts other than Key client-t-server ratio NCTeases ;
retums poiicy tuned © swocking key Parthers; rebatas 1© support funds 10 support infrastructure
products and key sales pernods attachment of Officed5 o W35 development *
(Hobday)

Consumer Dists rebates o suppor stocking, rebates o reward sell-through to NA
assorment and replenishment; accounts other than Key
retumns policy uned 1 stocking key Partners; rebatas 1 suppon
products and key sales penods atachment of Ohce85 1 Wind5 MS-PCA 2557119
(Hohday)

Aggregators NA rebates o reward sell-through © rebates 1 fowarg Sel-trough; =

= .. chenFiiserdx o incsases; &

accounts other than Key —~ ~
Partners; rebates 10 support
atachment of OfficeS5 1o Wind5

funds QU infrastructure :
developmente: - e

Finally, while we may have some consistent goals within each point of leverage, we want to move*erward in ’
empowering each account manager 1o nmne the rebate goals to specific account requirements.

channel.doc
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II. Policy changes proposed for FY96

1. Introducing rebates for key indirect dealers

Proposal: Pick key indireci resellers and provide them a 4 5% rebate. Take equivalens amouns of toial
rebate dollars away from the disti. -

95 - all of it with direct parmers. For FY96 we plan to re-allocare
some of the rebates to the indirect channel, ie. take rebates from distis and spend them with mn-direct
dealers. The benefit is clear; we get a very powerful incentive to offer more parmeTs. As we are only
shifting around existing rebates, the underiying assumption is that we get beaer leverage on 33 by
spending them closcrwthccustomuwhaemorcrsammbcingspmton influencing end users
while not affecting street price Or revenue o MS. We also assume that the lower rebates we spend with
disgibutors willnmsipiﬁmndyhnpaaﬂmwayﬁtydisuibqunpmmnm.Wealsobdimﬂmmc
kind of rebates we can apply to resellers are vastly more effective and targetable (and nmable by account)
soﬁmwcwninfaahxamesnlsgmwmmﬂuembyapplyingmdhvctlytomcm.

MS US will spend $110 M in rebates FY

Current model FY95: Distributors receive 5.5% on all purchases

Direct
Distributor reseller .
Key Partner other indirect
MS revenue {(FPP) $100.00 $100.00 $105.56
Disti Rebate 5.5% 5.5% NA
Disti Net Price $84.50 $94.50 NA
Disti Margin 3.6% 7.4% NA
Reseller price . $98.03 $102.05 $105.56
reseller rebate (% of MS revenue) 0.0% 0.0% 9.00%
Net reseller price - $98.03 $102.05 $96.06
Proposal for FY96: Lower distributor rebate to 3%; rebate Key Partners 4.5%
C Direct
Distributor ’ reseller
Key Panner other indirect
MS revenue (FPP) $100.00 $100.00 $105.56
Disti 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
reselier rebate (% of MS revenue) 4.5% 0.0% 9.00%
Net reseller price $96.12 $104.75 $96.06

Given the current ratio of Key Parmer indirects to other indirects, this proposal is revenue neutral 1@
Microsoft. An alternate proposal would be revenue neutral under all cases: provide today's 5.5% rebate for
sales 1o other indirects and 1% for sales to Key Parmers (the other 4.5% going directly to the key partner).
We are evaluaring this option as well, though it creates some unnatural operaring for the dist (like pricing
MS products higher to larger volume customer than small ones! plus operating issues). '

The underlying assumption here is the mark-up percentages applied by distributors for diffarent size . -
dealers. In the proposed FY96 model an in-direct will - including rebate - have the-same netpricefroma

. distributor as a direct does. This will solve the un-level playing field we have today berween dgpcigealers-

and key in-direct dealers. The risk is of course that the incentive for smaller non-participating deol&ss 10
2 o

sellMSdcatasmasthcirpriccwil]getcvmworscoompamdgomzlofmbamddnla. S

y -||-',t Nl,'i‘“

Ly

HIGHLY MS-PCA 2557120
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5. Direct resellers - do we need them?
Proposal: Prepare to deal direct with largesi retailers—iest with biggesueasiest in FY96.

One of the major arguments for keeping accounts direct has been rebates - with in-direct rebates we will
maintain that leverage regardless purchasing starus. There are very few arguments for maintaining the
direct logistical relationship we have today in the outbound segment - the reason some of our biggest
accounts tolerate MS lack of diszibution ities is because we offer a bener price than can be offered by
our distributors. As shown in the examples above the cost of products FY96 will be the same regardiess if
you buy direct from MS or through a distributor. At the same time we are going through a full analysis of
the value add chain to evaluate the cost benefits of taking on a few large retailers with few ship to points
direct. For these retailers - perhaps more so than for the outbound dealers we have direct today - ume 10
marke: is critical, something that could be improved with jess layers of disibution, along with the greater
muwal involvement in success that a direct relationship fosters.

Selling Select licenses direct 1o our 25 LAR's (down from 70+ in FY94) has proven successful and
efficient - we are not planning to change this for FY96.

3. Rebates on MOLP and Select
Proposal: Rewurn rebates w Select. Make change revenue neutral at expected average rebate.}!

There are no rebates being offered on Select and MOLP for reseliers - sales of both count towards an

accounts sales out goal butmrebammbeingpaidonﬁwscpmdeOLPisonlysold through
distribution and paying rebate twice on the same product would affect revenue. Our direct resellers buy
MOI.Pmdixecxandcomplam:bomnwwrvicconuﬁs.sowemmcvalmnng.

'I‘ncmsonforgeuingﬁdofmbamdeeaMVLPswmwamwnsistthWpﬁcing - rebates
wmmosﬂyﬂushcddownmsmetpmemdusIAstaeablewoﬁ'er% (same as rebate) benter price
mEmopcfa-Emopanmmrsﬁmdg\edupinmcUSinsmd.lfwebclicveinmbamasawayof
cnsuringaccomupafonnmmdawaywmsﬁkewmeasomemargimthenrswrhgmbaus
makes sense. In addition, most of our LARs are now reachmg the point where over 50% of their revenue
come from Select, so our current use of rebates as a conrol point is weakening.

4. Flexible rebates to allow for account specific goals

Proposal: for FY96, we wan! 10 give account manager more autonomy in setting rebate goals for their
accounts.

This will become increasingly important as we move away from the homogenous group (all rebated
accounts from outbound segment except Egghead) that are offered rebates, to the much wider and more
heterogeneous group who will get indirect rebates next semester. It is Likely that the rebate stucture for
dealers (direct dealers in parenthesis) will be:

- 1.5% (2%) compliance (payment, reporting and street dates) ONHP]‘[%}SJNYHAL
-2 % (2%) account specific goals (push for specific product. SE support etc. ) C

- 1% (3%) total sales out target

- (2% product specific sales gaals) MS-PCA 2557121

Based on the results we have with this semesters rebate on Office sales, we will provide acc-cy}gsﬂcxﬁc‘ '

_rebates for Win95. They will designed to incent high atach rate for Win95, ie. how many addisiong] MS
products (particularly Office95) are being sold with every copy of Win9S. This would be done Phheltby _
calculating a base ratio of units of Win95-related products (o Win9$ units and reward overaciggerkent of |-

. - ————a— -

1 Thus, the proposal is to raise base price by 6%, add back the 9% rebate and set the rebate goals 1o
average (cluster) at 6%, with 7-9% achievement represenung greal achievement

channel.doc Microsoft Confidential Page 3
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that rauo, or set a base ratio for dollars of Win93-relaled products 10 Win95 units and set a rebate
schedule based on beaung that. .

5. Consumer/Retail specific incentives

We have tried two things that did not work: Mass Merchandiser Distributor Incentive (MMDI) funds last
year gave distis 5% on all sales 0 a list of 25 targeted retail accounts to cover for the exua services they
demanded. Most of the 5% went 10 street price and no extra services were offered. We then moved 10
eanmarked opportunity funds - that did take care of the short term services like rack jobbing, but we have
yet to sec distributors commit to the infrastructure investments necessary to help retailers with reporung,

inventory management, buying and repienishment

We are experimenting with first tier accounts that go through distis to handle this through changing
terms. For example, with GT this Fall who loaded up on software in order to fill our Home Towers at
Wal-Mart, we provided extended terms that more closely matched projected sell-through on those ties.
Starting shortly, we will be providing them extended terms so that in essence they will pay us monthly
(weekly would be ideal) based on sell-through at Wal-Mart. This timing differential amounts to about 3%
savings for GT, which will fund those additional services required of an account like Wal-Mart. GT's
COGs when we ship them product and the rest when the product

We introduced a distributor program for second/third ter accounts this Jan-Jun. This program gives 3% .
10 distributors who are willing to perform the above account-management services for a list of rargeted
non-Parther accounts. A minimum of 2% (of the 3%) must be used for MS-only demand generation

activities with the dealers such as advertising and mailings. This is likely to contnue next semester.

6. The importance of EDI

Proposal: Keep the number of accoun: we require EDI reporting from to the minimum set representing a
large segmen of revenues (say 60%), but use MS funding 10 assist on geiting those accounts up and
running instead of penalties withholding our marketing funds.

Geuting accurale sales, inventory and market share reporting from a in-direct account is painful although
most are technically EDI capable. The threat of losing markezing funds just isn't great enough and if
enforced hurts our ability 10 drive business forward with the account. For the bigger accounts the
introduction of in-direct rebates will take care of reporting. For the 30 or so other accounts who have an
account manager (and therefore need to rack market share and sales out) we propose budget incentive 53
to help fund consulting, EDI SW cost, server cost or recoding at customer sites. These dollars will be used
on a case by case basis and should help make MS reporting a priority with internal IS departments. From
requests this semester, we know it takes on an average $10,000 10 help an account to start reporting.

7. More focused marketing fund program

Proposal: Reduce # of accounts receiving markeuing funds to increase effectiveness with largest, most
Straiegic accounis.

For FY96, we will focus the group of partners we spend marketing funds with. Despite our size we are
getting outspent by smaller competitors in many of our most important accounts. Next year, we suggest 2
senior partner must have revenues of at keast $1 million per semester (up from today's $650K). This, =
criterion will capture those indirect resellers that account for approximately 45% of Microsoft’s yeseliér” =
_revenue, 2 total of approx. 44 resellers (down from today’s 81). When the 6 dircct restliers become. . © -
indirect (we believe that the indirect rebate will have this effect), then the resulting 50 kcy_r;séﬁkgiﬂ . .
- .-32» .

account for over 80% of Microsoft's reseller revenue. Open issue is still weather or not the et . T
receives in-direct rebates from Microsoft should be the same as-will receive marketing fy=de  —se" = -
HIGHL Y MS-PCA 2557122 -
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We are also looking al ways (o betier tic funding 10 sales results. Example: Sony works with each account
to develop a forecast and to define the marketing acuvities/MDF that will produce the forecast Then
Sony calculates agreed upon marketing funds as a percent of forecasted sales — and delivers the funds as a
percent of each purchase. This keeps reseliers focused on results and holds them accountable for they

forecasts.

8. Using new breadth to push incremental volume through - new distributor rebate goal

Proposal: breadth is good. best method to push is 1o set total sellthrough goals for disti sales 10 “non-Key
Partner” accouns.

’l‘odnyMSissucmfulinsellingwafcwlargemﬂasbutmnoanpcdmambaﬁngmmscﬂhgwa
snaﬂarxdmediwnsizedconxparﬁs.ThwcmgmﬂaVARsoﬁm working with a die
hm'dinstalledbasofwnm.NomePmﬁWmﬁswmma.Wedodﬁsbyfmdng the dismibutors 10
foaxsondwacommrswhomnotmmdywyhg Microsoft products. It is particularly important for
Miaowﬁmgammm&mwawmtsmmedisnibummmedngmmoreandmore
due to the higher pmﬁtnmrginsﬂmrwmhscuingmlowu volume accounts. Microsoft has o enswe
that we are part of that new business by tyingﬂwdisuibuwfsmbamw:ho&ncwamm:s.

Incremental revenue can also be obtained through the “Foot in the Door Theory”. Through the Breadth
Rebate Program, the distributors are incented 10 expand their breadth of distribution for key, easy-to-sell
products. Reseliers that begin 1o carry the key, casy-to-sell products are likely o subsequently pick up :
other Microsoft products as well. As a result, we sell more Micmsoftpmduastoagreawnmnbuof

acCcounts.

Proof is in the numbers; during S1FY95, our distributors showed an increase in breadth of approximately

GO%faOﬁice.mhmhxbrudﬂmfapwothdySlo% for the Win NT workstarion, and an
increase in breadth of approximately 45% for Win Works over S2FY94

For FY96 we will try extend melcverageofmcbrndthwehaveaclﬁcvedbyseparammks out goals for
dealers we ourselves are not offering rebates to directly. Distributors will get a rebates assigned for
meetng sal&mgetssetforaﬂthoseaccomxsoumidcmn’kcypamerpmgmn.

9. Returus

Our current policy allows for 1% un-resaleable (opened boxes) reaumns which we automatically credited 10
each account. This category of renurns is higher for consumer titles than for non-consumer (Word, Office)
titles. We thus plan to raise the allowable un-resaleable retums for consumer software ttles from 1% to
2%. And we believe that direct outbound resellers and franchisers (with growing MOLP/Sclect sales) no
longer need the full 1% unresaleable rewrns.

No changes are planned for stock-balancing requrns at this tume, although several are under consideration.
These include tering consumer products mw A (important) and B products and providing incentives to
carry version 1.0 of new Tier A ttles (so we share the risk of not being able 10 forecast well the first &

months’ sales) as well as incentives to make sure retailers are fully stocked at Holiday ume. HIGHLY
Appendix 1. Competitive data CONFIDENTIAL
Marketing Funds: Our competitors are out-spending us in some areas. - . MS-PCA 2557123

« Resellers: Novell and WP are not planning to merge policies or product management sowwedigt T - -
anticipate any surprises from that alliance. Lows and NovelyWP (and most other vendors)Jrge ... 7
spending more as a percent of sales (and someames more absolute dollars) with top accounts™For ~
example: Novell regularly offers 5% to all top accounts; and Lotus offers more than 5% and up o 7-

Cakr gt
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125 (vurtually uniimited, more than we can spend”) (o targeted 10p accounts such as CS1. 800 SW,
Muluple Zones, CUSA, MicroCenter, BestBuy, etc. And they wailor their investment © each account -
- not just to each segment. Lotus are well aware of the legal risks involved having no guidelines for
who and what they spend markenng dollars on and have explicitly positioned that flexibility as a
benefit working with Lows. Consumer-oriented competitors (EA, Broderbund, SoftKey) also spend
more (5% - 12%) with top accounts on short term promotons.  Lotus and Novell/WP also focus
funds on a narrower product line, often a specific product. Lotus programs have fewer constraints and
are “easier” in that they include very litle monitoring/accountability. Usually this means their
programs are less well-managed and more of their dollars go to someone else’s boaom line -
regardless it causes problems for us.

Distributors; Lotus and Novell/WP spend more as a pereent of sales — and more absolute dollars with
dismributors. Both fund more than one dedicated headcount and both offer significant “infrastrucrure”

funding for internal/external raining — as well as significant marketing funds (5% - 10%) for
emgeﬁdngspwiﬁcmﬁumuﬂm.lmsoﬁmdkuﬂxmxps-duwghmm@gﬁmds
for smaller dealers (2% of sales 10 those accounts) that hasn't really worked as guidelines for
spending was never enforced. Lotus do many price related offers that are only offered through
dismibution (ast example: buy two Smartsuite and get one free) - excluding direct dealers - where
direct dealers would source all campaign products through a distributor.

Rebates: Our competitors’ rebate structures offer lower rebates.

Lotus® rebates vary from 2-5% (sometimes more) depending on the account, and they vary
significantly by account, not just by segiment. The rebates are often focused on a specific product or
category. WordPerfect's rebates are conservative: 1- 1.5%. Other vendors’ rebates (EA.
BmdabmdSoﬁKey)msinnﬁmmLmﬂyfomsedmshmmmobjecﬁmFormwp 10
acwmts(CSI.ASAP.SWSpecumne:c.)Lousmbammcunisthcsameasmandmcyhave
followed us closely when we have changed in the past.

Directs: Our competitors are tightening their focus on top accounts

Lotus, and WP have reduced their number of direct accounts and are focusing more and getting more
revenue out of this smaller set of directs. Lotus, for example, spends significant marketing funds on
only ~ 20 accounts, including distributors. Consumer-oriented competitors (EA, Broderbund, Disney,
Nintendo, Sega) have direct relationships with and offer preferential pricing to a their top accounts -
which are different from Lotus’ top accounts in that they are all retailers such as CUSA, Wal-Mant,
Best Buy, etc.

Returns: Microsoft low both in returns allowance and actuals

WP offers 5% stock-balancing returns; Lotus offers 10%; Novell offers up to 15%. Consumer-
oriented compeitors offer from 0% (Nintendo) to 20% (Broderbund, Sega) up to 100% (EA.
SoftKey.) Actual returns, usually including version renoms, average from under 2% (Clanis, Sega,
Nintendo) o 10-15% for consumer vendors. ’

- - -

- T HIGHLY
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Appendix 2. Points of Leverage--Microsoft US

) FYTDSS REVENUE
l Microsoft ' TO SCALE

I

SELL-N 25% 5% 5%

E 23% £49% 29%
LORGS SMORGS End Users
“Also Known a3 bids Shaded area indicates point of leverage

=

ry”
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To: February 1995 WWRDM Atiendees
From: Shane Kim, Craig Bartholomew

Date: January 13, 1995
RE: Consumer Division Inicrnational Product Strategy

Executive Summary

The Consumer Division recently completed a lengthy process to re-evaluaie our entre intermatonal
product strategy. This analysTs resulied m a new product portfolio strategy and a new product planning
strategy, both of which were approved by CDBum and the BOOP.

‘We have many and significant competiive advantages internarionally vis-2-vis today’s competitors. We
have the financial resources, a leveraged localization model, and marketing nfrastrucnure © be successful
internationally. There are also huge barriers to entry into international markets, barriers that we're able
to overcome because of our competitive advantages. We should take advantage of this opportunity, the
confluence of our straegic assets and limited/fragmented competition, to ensure that we will be the
leading consumer software company in the biggest international markets.

The Division's international objectives are: :

e Establish first mover advantage and long-term consumer software leadership in major
international markets

. lnamsemntbﬂhywdsigxanddevdopglohalpmducsﬂmwmmsumﬁninmajor
international markets

« Balance profiability and aggressive expansion with focus and manageability

What we are proposing for both localization and product planning is ambitous in terms of financial
resources and human capital required, and we will probably be early in several markets. However, we'll
make our product and marketing mistakes earlier than our competitors, and we will be well on our way to
establishing long-term leadership in the largest international consurner software markets. There should
be little question about our product commitment to these markets, and we must ensure that we make 2
similar consumer marketing investment in these subsidiaries.

Please distribute this memo internally as appropriate. Contact Shanek or Tomr with questions, comments,
or suggestions. More detailed quantitative analysis is availabie upon request

International Product Portfolio Strategy

In considering an expansion of our international product portfolio strategy, we closely anatyzed 2 cncal
issues: .

«  US opportunity costs. The US Windows-capable home PC installed base is approximately
4-5 times as big as Germany, roughly 10 times the installed bases of Japan, UK, and Spanish
language markets, and nearly 20 times as big as France, ltaly, and Korca. Would our scarce
resources be better spent on developing more products for the US marketinsteadof - - —

localizaton? e T
« Localization costs. Unlike Microsoft’s traditional productivity products: the loca 22K -

cost for many consumer products, especially CD-ROM titles, can be as high as 2050%0f _ -

the initial development cost. This can have a significant impact on the' ccononiié?: E; N

profitability of our localizations. HIGHLY A

_ CONFIDENTIAL  ysq pCA 2557127
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Product Portfolios By Language

The following is a table detailing localized product portfolios by language. Products that are currendy
Jocalized are italicized and shaded. PRS will contain the latest RTM information for these localized

VETSIOns:

Home & Small
Business Mgmt

Klds Entertainment

Intl English
(Z versions only)

German
Bob Encarta ‘Socrates Baseball
Atas Explorapedia Hollywood
Home Health Magic School Bus | Comp Baseball
Dinosaurs Rabbit Ears Soccer
Dang Creanures GOE Comp Soccer
Music Instruments Par localizanons
Ancient Lands )
Dogs
Oceans
Monsters
-
) » hié -,_f_- B
HIGHLY MS-PCA 2557129
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THR

‘Flight Stmulator .

French ? -
Space Smudator .

Spaoish

Italian

Korean Encarta (with local | Creative Writer Part localizagons

publisher) Fine Artst
Brazil Portuguese Creative Writer Part localizations
Fine Artist :

Dutch

Swedish

This embedded spreadsheet displays all of the Division's planned localizations by product/business unit:

consumr.doc
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. Encarta Localizations

Our current plan is to localize Encarta ourselves into international English, German, Japanese, Spanish,
French, and Italian.  Although the cost 0 jocalize Encarta is steep (more than $40 million over 3 years for
these languages), it’s absolutely critical 1o control development, branding, marketing, and distribution of
this corersione title, which is why we probably will not parmer with local publishers. We are confident
that we can develop and market localized versions of Encana in these markets profitably.

Korea is the only other market we will Jocalize Encarta for at this ime. However, because we cannot
cmmal(oxm&\mmpmﬁiablyomsdmwewillpamwrwimalocnlpubﬁshcrwdclivcra localized
version. This may provcwbeamodelthaxweanapplywomasnnnarmmketsmafummdam.

-

Partial Localizations

Another key part of the Division's internarional product portfolio strategy is to reduce the number of full
mﬁnﬁmzswcdoforgamesandinmsethenmnbaoflanguagswepmiallyloali.u(docsand
packaging) our games into. In many wzys.gmnammmgicmmnnmﬂmdevelopmem efforts. We
havesea\intheUKandGamany.forexz.mplc.ﬁmgamsczngetusimoncwcoxmmerchanncls
mmughwhimweanumdism“buwomaNBcrwoﬁHomcpmducts. An ancillary result is that we also .
lmagrwd&laboutworkingwithmesccharmclpammandaboutmilmmhandising.

We believe that partial Jocalization is already an accepted industry practice, especially since many games
contain little text in the software irself. We will partially localize games, including our existing games
(Flight Simulator, Space Simulator, Golf, ex), into German, Japanese, Spanish, French, Italian, Korean,
Brazilian Pormuguese, Dutch, Swedish. and Hebrew. ‘We will not, however, partially Jocalize games that
require country-specific content, e.g. Soccer and Baseball.

Additional Localizations

A key objective of our international product portfolio strategy is to deliver a broad portfolio or a critical
mass of products to major internagonal markets so we can establish ourselves as the market leader as they
develop. We have explicitly rejected a strategy which would diffuse our efforts by using resources to
deliver a smaller number of products to more markets. In order 10 focus our resources and efforts on our
bigger international opporuumnities, we cannot consider additional product localizations at this time.

However, the Division is commitied to re-cvaluating our international product portfolio strategy every 6
months. We will consider adding new markets for consumer localizations at those e .

International Versions of Bookshelf

The BOOP has asked us to consider delivering additional localized versions of Bookshelf, i part to
support and leverage Microsoft’s Office business. The Division will be analyzing this opportunity with
Desktop Applications and will submit a proposal in early 1995. If we agree to deliver more localized
versions of Bookshelf, we will most likely source country-specific content from a Jocal publisher, a la our
relationship with Langenscheidt on the German version of Bookshelf. However, we should ory to link a -
Bookshelf collaborarion 1o access 1o the publisher’s content for other CD-ROM titles (see Foreign

—r

_Publisher Parinerships section below). R 2
22 g - y
HIGHLY
CONFIDENTIAL MS-PCA 2557132
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Localized Macintosh Versions

We have decided not 1o create additional localized Macintosh versions of our products at this ume so we
can focus on delivering the many Windows versions we have commined to. Windows is ciearly the

predominant

home PC plarform worldwide, and Microsoft delivering more Windows consumer products

will cermainly help to solidify that positon. However, we will closely monitor home Mac mstalied bases
internationally, especially in France and Japan, so we can adjust this suategy if necessary.

Foreign Publisher Partnerships

As part of the Division’s internarional strategy, we have commined to using the rest of FY95 to
investigate parmerships with a select group of publishers in key international markets: Germany, France,
lialy, and Japan. The reasons why this is an integral part of our sraregy are: p

Defensive competitive considerations. Most, if not all, of these publishers are in or are
planning to get into the CD-ROM title development business now. They will eventually
learn how to produce good qualiry titles themselves or will partner with someone else o do
s0, and they will be a formidable competitor against localized versions of our CD-ROM
titles. We could be faced with a slew of powerful competitors in major internanional markets
if we do not move to partner with these publishers ourselves.

Efficient access to great local content. Parmering with these publishers will give us
efficient access w the content required to develop CD-ROM titles with the greatest local
potential, eliminaring the need to work with multiple smaller parmers with potentially
inferior content.

Marketing leverage. We can on many of the marketing assets these publishers enjoy to
our advantage. Partnering with them would enable us to leverage their brand equity to more
cfficiently develop equity for Microsoft Hame. We can also learm how to market content-
oriented products 1o customers in these countries as well how to work with non-traditional
software retail channels.

The Division's Inteliectual Property group will initiate discussions with selected publishers in early 1995.

consumr.doc
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International Product Planning Strategy

The Consumer Division has historically done a good job on localizadon, especially on products n
revision. However, it's clear that our newer consumer products will require an international product
planning effort and commitment unlike most of Microsoft’s other products, especially given our
aggressive localization plans.

Unfornmately, we do not have an infrasgrucnure or processes in place to systematcally and efficiendy
gather up-front global research and feedback on customer expectations and requirements for content,
characters, user interface, or design reatment of our products. To address this growing and important
need, the Division will be taking several significant steps to achieve our objective of increasing our ability
1o design and develop global products that will be successful in major international markets.

Director of Localization

TomrmmmdynamedDimaorofLomlimﬁon for the Division. We realized we needed to create 2

team to focus on in-the-field product planning and customer research in the major international markets
mdtodrivcptmimpmvanmmsstheDivision to ensure our successful development as a giobal
products developer and publisher. Tomr will head this team and provide the full-time leadership that the .
challenge deserves. The Ireland localization team will continue to report to him.

International Product Planners

Wemedwmmﬁmnyhnmwomabihqmwndumimamﬁonﬂpmdnaphnnhgmmchmd
pmvidcinpmmszivisim'spmduag!wpsw’lyinmepmductd&dgnmddcvelopmauprm To
address this critical need, we will initially hire Smmﬂumlpoduapmin&nopeh\wiyi%&" i
whowiﬂﬁwh\-cmmuymdmordimmthmdomamoduapmmgeﬁom(omammwwmbe

addressed later). mmdmamgoalisthaxmscimanaﬁmmlpmduaphmuswmbenmwby
Redxmndpmduaplmmasasmnnalcnmsimsofdwwoddwidcpmdudgrwps. In addition, these
pmduc(plamaswi]lplayapﬁnmryroleindcﬁnh\g optimal product portfolios for different international

markets in the future through their research and analysis efforts.

Although these product planners may physically sit in a subsidiary office, they will report w Franksc,
Division General Manager - exact logistical dezails are still TBD. We belicve that this solution will meet
our need for more concrets international product planning input without forcing us to further burden busy
consumer marketing managers in the subsidiaries. Subsidiary mput will of course continue to be
welcome. However, this will no longer be the Division's sole source of international feedback.

International Intellectual Property

It is possible that the Division will begin o augment some of our products with local content in the funmre.
In fact, this is the current plan with products and titles such as Soccer and Complete Soccer. In addition,
our potential work with foreign publishers will require experienced ntellectual property resources for
content acquisition and contract negotiation. We therefore are also plannning to hire 1 intemational
inteliectual property managers in Europe in FY95. Again. this manager may physically sitina subsidiary
office, but they will report 10 Petemo, Division Director of Intellectual Property.  _ a H]GHL

" _ CONFIDENTIAL _
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Appendix A

Win Capab
Uoited States| 4,386 | 5,510 6197 | 65% | 6911| 7.178 B

Germany 1,083 1,237 1,453 1.73% 2,054 2416
Japan 642 789 925 1.036 1.144
United Kingdom 501 628 751 851 "94] 1,016

Spanish Markets 482 581 646 689
France 185 244 321 401 477 | 543
haly 200 265 320 372 428 483

Korea 284 322 359

Spain 168 207 233 258 283 308

Brazil 155 198 247 292
Swigeriand 117 149 183 208 233 265

Taiwan 116 140 168
Netherlands 90 122 146 166 184 199 .
PRC 85 110 144 )

Australia 100 125 130 136 143
Denmark 58 81 104 122 136 150
Belgium| 56 79 93 103 110 116
Sweden 50 58 69 g1 92 100
Austria 47 59 66 75 85 92

United States| 14,263 | 18982 | 24,137 | 29489 | 34541 40,389

Germany 18% 19% 20% 21% 2% 24%

Japan 7% 9% 9% 1% 1% 12%

United Kingdom 7% 8% 9% 10% 10% 1%
Spanish Markets 7% 8% 8% 9% %

France 4% 4% 4% 5% 5% 5%

Taly 3% 3% % 4% 4% 5%

Korea 2% 3% 3% 4%
Spain 3% 3% % 3% 3% 3%
Brazil 2% 2% 2% 3% 3%
Swizzeriand 2% 2% 3% 3% 3% 3%
Netherlands 2% 2% 2% 2% 2% 2%
Taiwan 1% 2% 2% 2%
Australia 1% 2% 2% 2% 2%

PRC 1% 1% 1% 1% ,
Denmark 1% 1% 1% 1% 1% 2% - — =
Belgium 1% 1% 1% 1% 1% T3 B =
Sweden 1% 1% 1% 1% 1% PR -

Ausiria 1% 1% 1% %] 1% % B - gy
—': - . = -

HIGHLY :
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To: February 1995 WWRDM Anendees
From: DAD & POS Marketing Teams

Daie: January 31, 1995
Subject Executive Sumunary: Desktop 95 campaign

The Desktop 95 launch will be by far the biggest launch ever done by Microsoft. It 1s a huge and uruque
OpporTunity 10 create a dramatic plarform shift 10 a new markei-leading operaung system and  own the
new platform with our desktop applications. We need to have outstanding channe! presence during the
latmch period, making it very hard for applications compettors to capitalize on the platform shift. and
making it very difficult for OS competitors to counteract the move to Windows 95. We need 10 ensure
that Windows 95 and Office 95 are firmly linked in the minds of customers, parmers and press, and that
both products are immediately perceived as must-have classics. This is the time to be creative and
incredibly aggressive to ensure super-high market shares for Windows 95 and Office 95.

In addition to hirting our quantitative targets, we should strive for some visible, emotionally sarisfying, big
impact event that will prove 10 observers that Desktop 95 is a phenomenon. Things such as:

Desktop 95 hits the news channels world-wide and gets pervasive press coverage.

Win95 & Office9d5 top every distibutor’s top 10 list.

The Internet explodes with positive commentary from excited customers.

Huge queues form in front of shops in Tokyo’s Alkdhabara, 47th Sweet Photo in New York, and
equivalents in major cites in the world. ) .

Key metrics
Exceed 20 % Win95 & 25% DAD apps (25% of Word & Excel installed Base after Office

allocated) upgrade penetration within 12 months after ship.

e  Amach rawre of 35% for DAD apps on Win 95 upgrades. (Attach rate is defined as percent of Win
95 license buyers who also buy an Office or stand-alone apps license).

e  Attach rate of at least 10% for Win95 Frosting (10% of Win 95 Upgradess also buy Frosting).
Frosting is a Win 95 Add-on product, sometimnes referred to as the “Phlus Pack”™. 1ts features are
Super-Compression (1:2.7), a Background Agent, RAS Server, and some fun udlides like
Animated cursors and desktop themes.

e  Offaice share reaches 90% and category share will increase significantly for Word & Excel
worldwide.

Topline messaging for Windows 95
‘Windows 95 gives you better access to the power of your PC.
1. What you want to do and more is now possible (32 Architecture,
communications/messaging)
2. Whatever you do will be more fun (Video & Game support)
3. What you do now will be easier and faster: (a) Get started and learn new things easily
due to the new UL (b) Plug and Play lets you just plug in peripherals and have them

work.)

Topline messaging for Office 95

Office 95 is the essential ol for getting work done in a changing world.
1. Allows you to get work done faster and easier
2. Enabies you to make better business decisions and improve work processes
3. Helps you navigate the changing world --

What is Office for Windows ‘957 R SaTe a4
First and best Windows 95 office suite ‘ -
.+ Win32only . - MS-PCA 2557137 -
Consistency and integration with OS "
Tuned for performance, multitasking HIGHLY
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Extension of successful Office 4.x pillars
«  Ease of use with new and improved IntelliSense
«  Integraton with new and improved OfficeLinks _
e  Programmability with enhanced support for VisualBasic and OLE technology
Information application that allows users to find, view, and share info more easily
e Exchange. Sched+ in Office 95 .
< Custom OLE propertes )
«  Word as your email editor )

Sustaining Marketing Recommendations

We recommend the following basic guidelines for Q4 sustaining marketing programs.

Sustain LORG sales of both Office & Windows using Select and Maintenance. )

Sustain SMORG/End User retail revenve for Office 4.x by extending Q3 “value add™ marketing
promotions for Office being run in some subsidiaries. The US “Business Source™ campaign is
available for leverage as appropriate. Further information available from OFCIPM.

We should avoid “buy Office 4.x, get a discount on Office 95 offers in Q4. Our current position
is that we shouid also avoid “buy W4W, get a discount on Win95™ offers in Q4, but we would like
w discuss the proposal for pre-selling Windows 95 below.

We should continve 1o invest appropriately in Win95/Office95 pre-launch marketing activiges, 1o
ensure we are laying the foundanon for H196 revenve.

Proposal for discussion: Moving revenue forward by pre-selling Windows 95

We would Like to discuss the following potential opporumity to pull forward Windows 95 revenue:

Let OEMs offer a free Windows 95 upgrade to buyers of new Windows PCs after June 1 (dare
discussion item too). OEMs would get coupons that they can put in their boxes and which would
be fulfilled by MS (OEM pays us difference berween MS-DOS/W{W and Win 95 royalty per
coupon he ships).

To satisfy retail channel needs we would also include a rebate upgrade coupon in the WW retail
upgrade box starting at the same time (June 1, 1995, or whenever we decide to do this). This is
analogous to current “free” dates where customers that buy a previous product (Win3.x) at some
peniod of time pre-street, get a free upgrade to the next version. In the case of Windows 95 this
will not be a “free™ product program though, but a rebate coupon saving the customer $50 (the
difference between the Win95 upgrade price and the Win3.x upgrade price).

Issues are not only the timing, especially for subs with later availability dates, but also the direct
fulfillment. Many subs do not have fulfillment capacity and therefore we may do this only in
North America and parts of Europe.

HIGHLY MS-PCA 2557138 -
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Planning for Desktop 95 (Win95 and Ofc95 Sim Ship) prevousy dnomed Januan

Sth

This memo summarizes the key resource issues, programs, and plans for the joint launch and marketing
of Win95 and Office for Win95 (Ofc95) — 1o be known as “Deskiop 957. The goalis to provide
everyone, partcularly in the field, with the informanon they need to plan effectively and allocate resources
properly. Of course there will be individual plans from the PSD and DAD marketing teams covering
issues specific to their respective products. Any questons or Comments should be forwarded to RobbieB

or RuSt
Basic Principles and Recommendations

1. “Deskiop 95" is the joint launch of Win95 and Ofc95. These two product launches should be viewed
as a tightly integrated effort with several components:
o Integrated planning for a unified channel push. The goal is sim-street availability where ever
practical. Plan to maximize leverage from Microsoft's charnel funds to link channe] marketing
and sales of Deskiop 95.
« Aggressive integrated messaging across all communications vehicles, with a disciplined focus on
synergistic PR
«  Aggressive joint effort to speed Corporate adoptons of “Desktop 957 across all segments (LORG,
MORG, SORG)
o Integrated resource planning for manufacnuring, distribution, sales wraning, PSS and customer
service logistics.
We are not saying that every Win95 effort and every Ofc95 effort must be joint. We are saying efforts
should be focused on maximizing synergy and leverage. For example, while we will have significant joint

"PR activities, there will continue 1 be very important specific PR activities for each product group.

2. Budget planning for “Desktop 95™ should not be distorted by the overlap of FY95 and FY96. Plan
“Desktop 95 as a coherent effort, with the component budgets of Win95 and Ofc95 nternally
consistent as an integrated effort. For the remainder of FY9S5 planning you should:

e  Assume no revenue in FY95; Tier 1 countries (except Japan) should plan for revenue for both
products in Q1FY96 with most other countries in Q2ZFY96.

e  Consider additional plans for sustaining marketing activity in Q4FY95 10 sustain sales
(particularly for Office products) leading up to the launch.

e Budget in FY95 for pre-launch marketing activities for Win95 to prepare the market for this new

product
Product Schedule

We recommend the following announcement date, street date, and marketing push tming based on the
latest RTM information by language. These dates were chosen with the objectives of (1) preserving the
benefits of sim-availability of Win95 and Ofc95 in each language, and (2) minimizing the deferment of
revenue from holding product. On the Office side, these dates apply to ALL products, including both
Office SKUs and Word, XL, PPT, and Access. A complete set of schedules by language can be found in

Appendix 1. ;
_~ MS-PCA 2557139 -
Date Recommendation on announcement & street date . =
Augl | Win95 & Ofc95 sim-announce & street date for US & English speaking subs. Mgor geir W ' )
marketing push begins in English language countries. All other subs begin selifp Efgish™ | - -

product Subs that have localized versions of Win95 available may begin 1o self itwd -

should hoid their major marketing efforts until September. o

HIGHLY
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Western Earopean and Latin American announcements of localized versions. Heavy
markedng of Win95 & Ofc95 shouid begin for all Tier 1 Euro/LA languages. (German.
French, Imlian. Spanish, Swedish).

Tier 2 European/Latin American languages should partcipaie in Sept 5 announcements.
Since they will not have Office for 1-4 weeks, each country will have-wo decide whether to
hold their marketing efforts longer or begin pushing Win95 without Ofc95. (Dutch, Danish,
Norweigen, Portuguese, Finnish. Brazilian).

Late Ot | Far East, Eastern Exropean, Greek, Turkish versions sim-announce & sim-availability.
Dates will vary by language but Win95 & Ofc95 should have sm-avmlabmty m each
language.

Bi-Di versions sim-announce & sim-availability. Dates will vary by language but Win95 &
Ofc95 should have sim-availability in each language.

Sept 5

Janl

£

Kev Points
. ThcdeaswnxohavcEnghshpmductnm-annomce&sm-avaﬂabxhtyonAug 1 is based on the

mmmMUS/&xghﬂwasmﬂdmwtmmmmmmmbwmdﬁmm
American languages on Sept 5 due 1o the large revenue impact of holding English product.

. EnabhngsubstoscﬂloaluaquﬂSprxrwtheoﬁicmlannomwedammwlySepmbcns
mryglvmdwmarb(ptmnemsupplypmduaforcaﬂyadopmauwdbymcavmhbﬂ:tyof .
English language product. -

. ThedecxsnmtoholdmaxteungcﬁonsmnlSeptanbafor&nvpmn&l.annmnerunvasxomxs
due 1o the fact that August is a particularly poor time to launch products and there is more marketing
leverage for Tier 1 languages from pushing both Win95 and Ofc95 together in September.

o  Tier 2 European languages will have to manage a delta between announce and availability of Ofc95.
They will need to determine whether o begin their major marketing push for Win95 at launch in
carly September or when Ofc9S5 is acusally availabie in late September or early October.

Business Planning

FY95 Revenue Reforecast
Based on performance in the first half of FY95 and the best information we have on shipping dates, we

are reforecasting our revenue plans in the US. As it mns out, even though we waon’t sce USFG Wind5
revenue in this fiscal year, we still plan to meet the total revenue forecast in the US due to over-budget

Office apps sales. So, for reference, here is the basic reforecast we are proposing i the US for PSD and
DAD — this should help other markets work through their numbers.

In the US, we did not forecast any revenue for Ofc95 apps in FY95 and our forecast for Ofc 4.x apps
assumed a relativelv normal trendline throughout the year. Consequently, the slip itself has had litle
effect on our revenue planning. - However, DAD US Finished Goods business was substantally over
budget in the first half (estimated at 124% of revenue budget or $117M over budget), so we are re-
forecasting the second half of the year. Our initial estimate puts USFG revenue for the second half at
$S500M for all DAD products which is $58M over budget (113% of budget). This means that DAD will
end the year a total of $175M over budget

In the US, PSD Finished Goods was also substantially over budget in the first half (esumated at 276% of

plan or $555M over budget). However, since we forecasted Win95 revenue starting in March, 1995, 0our .. -——
re-forecast for the second half of the fiscal year is now $45M for all PSD products which rsSlS6M under =
- budget (2% of plan). This means that PSD will end FY95 a otal of $100M under bodger. =7, = L: o -
-
HIGHLY g
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FY96 Revenue Planning
Based on the revised Win95 RTM dates and the related Ofc95 deluas, all revenue for these products should

be budgeted in FY96. Specifically we recommend the following conservanve revenue dates by language:

« English language product will begin gencrating revenue in August 95.

e German. French. Iralian, Spanish, Swedish products should be forecasted beginning in ‘September 95.

« Duich, Brazilian, Porruguese, Danish, Norwegian, and Finnish versions should be forecasted
beginning in October 95.

« Japanese, Chinese (raditional), and Korean will begin generating revenue in November 95.

Tier 3 languages will generate revenue in the November to January umeframe (see Appendix { for

specific languages.

We are currently planning the following US English pricing schedule. The specific “waterfall” of prices
down through all Select levels will be available shortly. Note that while this is the plan of record, there is
still some concern about whether the Office Std/Pro upgrade prices are too high, especially given that the
user has to also buy Win95 to run the upgrade. This pricing issve will be discussed with the BOOP
shortly, and will definitely be resolved before FY96 revenue planning begins.

Product New User (SERP) | Upgrade (SERP)
Office Standard $499 $299°
Office Pro $599 $399°
Indiv Ofc Apps $339 $129°
Schedule+ $99 $79°
Win95 Retail $209 $109*

“Incindes $40 rebate for version apgradess from mdividual app or Office self.
“Inclodes $30 rebate for version apgaders.

*Based on $20 rehate for version or competitive npgradess incioded in New User SKU.
* Expeciod svg sreet to be 399 and below.

We are currently developing mix and unit volume projections for Win95 and Ofc95. These will be
available shortly and cerainly prior to the WWRDM.

Marketing Budget
To help subsidiaries and the US field plan, we have included pivot tables from a six month Win95/0fc95

DRAFT marketing budget This budget divides the timing of spending into two periods: (1) the two
months prior to launch (L-2) and (2) the laumch plus the following four months(Launch/L+4). The data
below indicates that a smaller portion of the spending will take place in FY95, in particular in markets
where English language product will be sold. One major exception is for Windows pre-launch education,
where we do need to spend significant marketing dollars to prepare customers. The other exception is
incremental promotional work required to sustain Office sales through the late spring and early summer.
In general, however most spending will fall into FY96, and this means that some planned marketing
dollars should “fall to the bottom line” in FY95.

The table below summarizes the total product marketing spend for Win95 and Ofc95 in the US for the six
months around the launch. Note that this does not include $21MM in Win95 advertsing that is proposed
as part of the brand campaign and does not include channel marketing funds/rebates. We separated these
out so that subsidiaries without brand executions or with different channel marketing models can gauge
how much to spend in each category. It also assumes that there will be no Office TV executions during

the launch timeframe which is still a possibility under discussion. ce - - e
T LTEE, -
m - —
Co % MS-PCA 2557141 :
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[Product ) |

Sum of Amount Time I

Area L-2 Launch/L+4 Grand Total
Adverusing $4,482,000 514,205,000 $18.687,000]
Channel Materials $225,000 $400,000 $625,000
Direct Mk1g $200,000 $2,650,000 $2.850,000
Events $150.000 $2,995,000 $3,145.000
Marketing Research $280,000 $380,000; $660,000
Other $111,000 $850,000 $961,000
Packaging/Collateral $300,000 $100,000 $400,000
PR : $1,288,000 $1,150,000] $2,438,000
Sales Tools $795,000 $130,000; $925,000
Samples $400,000 $1,100,000! $1,500,000
Grand Total 38,231,000 $23,960,0004 $32,191,000

This table looks at the same data on a percentage basis by time period. Not surprisingly, the vast majority
of spending takes place after the launch.

[Product (amy ]

Sum of Amount Time |

Area 12 Lannch/L+4 Grand Total
Advertising 4% 76% 100%
Channel Materials 36% 4% 100%
Direct Miag 7% 93% 100%
Events 5% 95% 100%
Marketing Research 42% 58% 100%
Other 12% 88% 100%
Packaging/Collateral 75% 25% 100%
PR 53% 47% 100%
Sales Tools 86% 14% 100%
Samples 2% 3% 100%
Grand Toual 26% 74% 100%

This table summarizes the data based on marketing discipline. Advertising is clearly the highest spending
area, although PR is significant prior to the launch as are direct marketing/events during and after the

launch.
|Product [T J
Sum of Amount Time ]
Area L2 Lamnch/L+4 | Grand Total
Advertising 54% 59% 58%) ST DU
Channel Materials 3% 2% 2% —_—at 57
Direct Mktg 2% 11% 9%, TR
Events 2% 13% 10%
Marketing Research 3% 2% 2% MS-PCA 2557142
Other 1% 4% 3% HIGHLY
CONFIDENTIAL
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Packaging/Collateral 4% 0% 1%
PR 16% 5% 8%
Sales Tools 10% 1% 3%
Samples 5% 5% 5%
Grand Touwal 100% 100% 100%|

The budget file cantains all of the detail from these tables. This is found on
\\chammy\wwrdm\preread\finaNaunchbg2 xls. We recommend that you 1ook at the specific pivot tables
for Win9$s and Ofc95 since some timing and functional spending areas differ significantly between the

two products.

Manufacturing and Distribution Challenges i

Sim-shipping Win95 and Ofc95 will strain every step of the manufacturing and distribution process. We

will examine each of these key areas relative to the needs of an integrated Desktop 95 launch. Acivities

in process include: .

e Securing enough raw materials

e Securing sufficient disk duping, CD pressing, manual printing, and assembly capacity
= MfgncedsmomsidampacityrequhcdmdadiﬁmtkNdc!msbemWhmdOfc .

«  Securing adequate strage capacity (cither with assemblers, channel parmers, or 3rd party warchouse) ’
10 stage the inventory pre-street

« Mapping the build schedule for all Win and Ofc SKUs across rmultiple build locations

o Managing the logistics of shipping all Win95 and Ofc95 SKUs assembled at multiple sites to multple
different customers

e Managing post-sell in inventory flows and stock balancing to ensure good supply levels across all
accounts; this includes managing the mix of SKUs (FPP versus upgrades, Ofc95 versus Ofc 4., etc.)
— input on this will be provided shoruy.

Ali Baba provides additional manufacturing chalienges. If Ali Baba is on the Win95 CD and it includes
mcymedpmduas,mmufamnhgﬂnwdwmoducemmﬁpleWm%CDmus(mwfmcm
25,000 units) and track which units were made with each master. If Ofc95 is encrypted, then the Win95
CD cannot begin being pressed until Ofc9S RTMs. Given that Win95 is forecasting 35-40% CD mix, this
would move a significant percentage of the Win95 assembly into an overiapping position with Ofc95
assembly.

Marketing Communications

Public Relations
Overall, the primary objective in PR is creating positive mamentum for the Windows 95 platform leading

up o the lamch. At the same time we want influeatials to perceive Microsoft Desktop 95 as the finest

and first complete Win95 solution. Win95 will conrinue to position itself as the successor to MS-DOS and

Win 3.1 that increases ease of use, with Ofc95 highlighted as the leading example of how apps can take

advantage of this new environment. Likewise, we will posiion Ofc95 as the next generation of our

leading business applications that make it easier to get your job done by specifically taking advantage of

Win95's new capabilities. The net result should be a view from customers that we have one, consistent

product strategy that drives both our systems and apps business. Here are some examples of PR activites —

for Desktop 95: o em L DT

:»  In early February, we will conduct a joint tour to demonstrate applications support for W{Q’{S ®th -
Office and Office Compatible apps featured along with some other smaller category applicasiof = ~

»  From the Office perspective. its critical that we educate press, analysts and customers onthdf-.
anibutes of a great Win9S apps — this is especially important given that our early contacts With the  ~

MS-PCA 2557143
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Direct

"bcmgworkedoutandwﬂlbepmv:dedassoonmposmbla A "’L

press covering applications indicate they are prettv poorly informed on Win95 itself. Once they have
this basic knowledge, we then need to show how our apps exploit those atmibutes as part of the first
look/reviews process.

Office participation in the second Win95 reviewers workshop to be held in April for industry pub
cover dates in July/August. Office will also participate in the Win9s consumer pubs reviewers
workshop 1o be held in the same rough umeframe.

To create joint testimonial opportunities, Office marketing will murror the Wmdows 95 Goliath and
Marquee account seeding model. We will target 3 accounts who will verbally commit to moving to
Office 95 by launch time and 25 accounts who will act as approved press references during the launch
period.

The Win9S team will be able to demo various components/feanres of the Office applications during
radeshows and other advanced showings of Win95. A specific set of feanures and capabilines that
can be shown (and appropriate venues/audiences for this) will be available shortly.
Wewludoa_;omtlaunc.hevmtforbompmducxsbamdonthemadavmhbmtydamsd;samd
above. Specifics of how this will work are stll TBD.

Advertising

A broad advertising push will kick off in both consumer and industry press at the time of launch. This
will include a major TV campaign for Win95 as well as related print campaigns for both Win95 and
Ofc95 (Ofc95 TV still TBD). Total expected expenditures in the US will be roughly $40M — see the
budget dam above for more details. While there are no plans for joint advertising, we will utilize media
placement and the general brand look 1o tie the work together. In addition, the Office advertising will
incorporate both Win95 and BackOffice as important sub-themes in both launch and sustaining
campaigns. Promotional advertising for the launch will be driven by resellers utilizing marketing
opporumity funds provided through the Desktop 95 channel promotion (see below). We may provide
some national promotional advertising as “air-cover” during the launch but that is still TBD.

Our direct activities will be organized into two components: Microsoft reg base activities and prospecting
off of other lists. Specifically, 7TMM Windows registered names will be contracted out to key Mail Order
resellers who will offer both Win95 and Ofc95 apps upgrades. In addition, Office may direct mail offers
for individual apps and Office 10 its own reg base with an emphasis on targets we can identify outside of
Morg/Lorg accounts. This would include an offer for Win95 (since “batteries™ are required).

The issue of whether we provide a direct mail offer (as opposed to just providing notification that refers
people to the channel) is an area where the Windows and Office teams are not yet in agreement. We will
resolve this in our next BOOP review meeting in January.

On the prospecting front, the Win95 team has developed a highly qualified prospect list of 80k key
individuals in 52k medium-size business sites (representing nearly 8mm PC's) who will be targeted for
the Win95 Preview Program. Office will leverage this prospect list (and those who participate in the
preview program in particular) as a lead generation source.  All preview program participants will be
mailed a special Ofc95 vpgrade offer when the product ships.

Seminars

We want the field to conduct joint seminars 1o announce and push Win95 and Ofc95. The current plan is

to have one seminar event that incorporates both products so that customers only have to come once (o get .
the informanon they need to move to Desktop 95. prﬁcsmpmmdconmtfmthwcsanmxsmﬂ R

- il-‘ “
HIGHLY
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Retail/Sorg Activities Plan

Objectives »
Overall, we have four objectives in the retail (inbound) channel where we will emphasize Sorg customers:

e Maximize Win95 & MS complementary product revenues

« Launch Ofc95, establish MS as Win95 platform leader

e  Achieve an anach rare of 40% of Ofc95 on new Win95 purchases

«  Sustain high post-launch run-rates; prepare for Holiday 95 promoton

We will focus on a Deskiop 95 channel promotion that uses three 10ols centered around the Win95 launch
(1) an end user offer, (2) a channel rebate, and (3) targeted marketing fund spending.

End User Offer .
We are still working out the specifics for the basic end user offer. The goal is to provide a stong

incentive for the customer who buys Win95 to also buy other Microsoft applications (Office or Consumer
titles) at the same tme. Past experience indicates the channel will use Win95 aggressively to draw
consumers into the store and then sell them on other products once they are there. The primary task of the
mduwroffaiswmakcsmetheyseﬂthanﬁgmﬁpmduasaxthisdm&

Channel Rebate

We will provide incremental rebates on “Win95 products”™ (Ofc95 apps and Consumer apps) revenues.
The rebate will be based on the ratio of Win95 products-to-Win9S$ units. In general the higher the number
ofW'xn95producspmchasedmlaﬂnwﬂwnmbaofWh%uMspwchaseidwhighammm
predscmﬂoswbth&wprmnoﬁmmammdybchgdeﬁmdmdwﬂlbepmﬁdedASAP.

Marketing Funds
We will work with each major account to customize individual channel plans for this launch. This will

enable the channel to offer a variety of differentiated offers that still map consistently to our overall goals.
We will make the following funds will be available for this effort
+ Funding plan
= 2% of Win95 & Win95 products revenues
= $7 million supplemental marketing funds to be allocated
e Funding plan prioritics
= Pre-launch channel RSP training, education, communication & events.
= Launch events, EU offer advertising, secure shelf & page space (retail & mail order)
= Collateral, sales, seminars & training kits

Other Activities

Due to Win95's visibility, there are two channel-related actvities that are planned just before launch

These two programs are outlined below; details are still being defined with OEM and ECU.

e  Wmn95 OEM coupon program - this program is designed 10 minimize the disruption to OEM sales
due 10 customers waiting for Win95. It would allow OEMs t0 include 2 Win95 coupon pre-launch in
return for an incremental royaity.

e, “Coming Soon™ period — Some reseliers will start early and begin reserving units pre-street. We can
turn this into positive sales momentum and provide more control and equity by making this into a
program. The channel could start taking orders from customers 4 weeks before street, saying that the )
Microsoft products are ‘coming soon’ and providing a specific availability date. This could include. ~—- . -~ ==
Ofc9S apps as well SR S . ey

I .
Since we will still need 10 sell meaningful quantities of Ofc 4.x applications to users who doﬁifﬁuy%: SEURET
Win9s, we need to work with the channel on stocking and selling prioriges. We may also nwafiw'ddc * o .
HIGHLY |
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financial supporvincentves 1o ensure proper stocking levels for both sets of SKUs. Details on thus are sull

being worked out

Finally, as a follow-up 10 the launch promotion, we are looking at ways to sustain momentum in the
retail/sorg channel. One option being considered is an extension of the “Business Source™ program that
the Office team is running in the US this spring to reach Sorgs and DOS switchers. This would mvolve a
similar set of services (migration guides, SP referrals, training. etc.) as the current Business Source
campaign except with an emphasis on version upgraders of both Windows and Office apps. More
informarion will be provided on this as soon as its available.

Obijectives:

Morg/Lorg Plan

e Prepare customers to begin deployment of Win95 and Ofc95 within 30 days of launch
Move 30% of deskiops to Win95 and Ofc95 within six months

e  Sumulate use of SMS as deployment tool
e Identify & capitalize on other BackOffice sales oppornmities

The op 95 Migration Challen
The Desktop 95 Migration Challenge program is a set of tools and a process for using them designed to N
lead customers through each milestone in the deployment process. The program will be executed both by

the Microsoft LORG account teams and by Solution Providers. For every milestone in the planning

process there is a specific deliverable which will be monitored either by the Microsoft Corporate

Migration Challenge Team (for participating LORG’s) or by the Solution Provider or Outbound Reseller
partner. The key milestones are listed below. The associated field deliverables are currently being

defined and will be distributed shordy:

Evaluation Evaluation team First phase internal
Kickoff briefing formed testing complete
Pilot Final phase testing Deployment begins
deployment complete

plan revised

Channel Promotion

Pilot deployment plan and
test complete

As with Sorg’s, we will develop customized programs with key outbound channel partners and sotution
providers. These programs have the same basic goals as outlined above with the added goal 1o encourage
large and medium sized accounts w do large scale upgrade programs quickly. Details of this effort will be

available shortly.

Key Field Tools

The following tools are available to implement the Windows 95 and Office 95 Migration Challenge:

' Win 95 Reviewers Guide 4

c9Rmc' wcszmdc ide ]

Tool Description

desktop.doc

4
Support Resources Listng Part of ORK, could be separate as | Comprehensive of ind T
' well and training sourced 2 :
WinNEWS data sheet - "here 10 get informatiemeii-tine |
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SKUs, pricing, order info,
marketing materials list

Deskiop 95 Ad kat Box shots, promo tag line, offer

Deskiop 95 Ad Kit
description

Desktop 95 Merchandising Kit Desktop 95 Merchandising Kit Point of Purchase materials

Deskwop 95 Retail Training Kit Deskiop 95 Retail Training Kit Training materials

Windows 95 Interacuve Demo Office 95 antodemo Gives customers the feel of
working with these new products

on thefr existing system

Sorg Marketing Kit Sales tools kit that supports the
field in leveraged Sorg marketing
activites. :

Leverage Office kit

Vertical Marketing Kit Same as above, for Legal,
AccomunandelthCare _

N/A

Structured Trial Materials PPT winotes, demo script, seaup

Structured Trial Materials
instructions
CD/Disk set and bicense Marketing beta Product and demo files .
Windows 95 Resource Kit Office 95 Resource Kit (ORK) Comprehensive technical
(WRK) documentation on how o plan
and implement the deployment of
Wimn95
Deployment Guide Depioyment Guide Guidelines for how to creale a
. deployment plan (part of WRK)
Deployment Plan Gantt Chart Deployment Plan Gantt Chart Microsoft Project file
Template B Template T T
Windows 95 Business Case - | Similar Collateral summarizing key
benefits of Wmdows 95 for
organizations, with evidence
Windows 95 Evaluadon Guide Office 95 Evaluation Guide Walks the customer through

(Competitive and Upgraders) evaluating the desktop products.

“for a schedule of the Windows broadcasts and topics to be covered. Office sessions will contmu! _

Events & Tradeshows

Our Desktop 95 event marketing plan for CY95 will be designed to maintain the momentum that we've
established via participarion at industry events over the past several months. Below is 2 summary of the
major events we have planned berween January 1995 and launch The program schedule following this
section includes the timing for each of these events, as well as the largest industry tradeshows at which

we'll highlight Windows 95 and Office 95.
HIGHLY
MSTV _ Januarv throuch Mav 1995 CONFIDENTIAL

Both Win95 and Ofc95 will make use of MSTV. The Windows 95 TrainCast is a series of broadcast
events on MSTV which are geared towards high level IT managers, solution providers, VARs, IS
implementers at corporate sites, corporate help desk and support professionals and trainers. Content will - -
focus on two major issues: “Why move to Windows 95™ and “How 1o move to Windows 95.” Onrof - T
these sessions will also discuss how 1o coordinate Office migration with Windows. Please sccjﬂ_.ppcndxx I] .

monthly (currently on show #3) with discussions about Office as a solutions platform. From' FE%
we will add a short, 5 minute segment which will show some new capability from Ofc95 that we-“
willing to show publicly. In May, we will highlight an on-going case study (Muscular Dysr.rophv) and

by ['* \ il
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how they are preparing for the move o Ofc95. Subsequemt to the launch. these Office MSTV sessions
will focus on the new capabilities in Ofc95 and the implications for the corporate user. A schedule for

these sessions will be provided separately.

Windows 95 Multimedia Reviewers Workshop: Feb. 1&2. 1995
The Windows 95 Multimedia Reviewers Workshop will be held at Microsoft corporate campus February 1

and 2. We hope 1o draw at least 100 qualified, multimediz-oriented journalists. Through demo-nich
sessions we will communicate the key multimedia messages. We will look to the subsidianes to identfy
appropriate multimedia journalists who should atend the workshop.

Windows 95 World Tour: Mav through July, 1995
The North American leg of the Windows 95 World Tour will visit 22 sites in the US and Canada: cach

event is expected w draw 2,000 - 3,000 artendees. A preliminary schedule will be available in January.
We are currently looking at ways 1o implement internationally. The objectives of the 1our are to gencrale
excitement for Win95 amongst PC enthusiasts and first wave customers, demonstrate the built-in
nerworking support for Microsoft and Novell nerworks to VAR's, CNE's and corporate customers. deliver
pre-launch Win9S messages, and demonstrate Ofc95 as a premier set of Win95 applicarions. Office
demos will be confined to features designed 10 leverage Win93; this will not be an unveiling of the entire
Ofc9S featre set. The field has been asked to:

e  Provide a customer list of no more than 10,000 to include in each city promotional mailing.

Help generate excitement and anendance for the event with accounts through various methods (e.g.
account calls, district newsletters, word of mouth).

« Provide 5 or more staff on-site for the event to help field questions, provide general support, and show

a sgong MS presence.

Event Marketing Materials

In early January we will be communicaring the details of a program by which the field and subsidiaries

can order materials for their event and tradeshow programs including signage, iapel pins, damsheets, and -
“SWAT™ materials which can be used to highlight booths of ISVs, IHVs and OEMs designing products to
be Windows 95 compatible. Localization of the materials will need to be coordinated by the subsidiaries.

Launch Event (Date & Location TBD)

Specific launch event plans and creative are yet to be determined. Ideas and suggestions should be
directed to ShaunaB. :

Programs Schedule
This calendar summarizes the activities in the preceding sections and their associated timings.

Event CES Winter - Las Vegas. NV Jaouary 6-9
Mktg Comm Industry Analysts Day (Win 95 event) J v 20
MS Training. Regional Sales Mtgs (Desktop 95 Migration Challeopge KickOff) Japoary

MSTYV - Office Broadcast

B N RN AR S Ly PO DA U-She- S J0r SO

Event Win 95 Muitimedia Reviewers Workshop - MS Campos
Mktg Comm PR Tech Tour — joint Ofc95/Win$5 dewo of 3rd Party Win95 support - - Februsgy - — |-~ —~—
LORG/MORG Migration Chalienge Kickoff with LORGx. SPs = —{.Febroary ;
LORGMORG Migration Chalienge seminars with MORG"s - - . T:Petfrupry = - -
Event Office Compatible Developer’'s Conference _ i o
Event MSTYV - Office Broadcast = i L 4 T «-
Event MSTV TrainCast Brozdcasts - Broadcast from MS Campus = Mry 14 & 28 j
HIGHLY =T =
CONFIDENTIAL s
MS-PCA 2557148 '_
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A Y

LORG/MORG Mterauon Cballenge seminars with MORG’s March
LORGMORG Windows Preview Program distributed -{ March
LORG/MORG Marquee and Goliath Accounts Seeding Program March
HQ Actrvity Win95 MIS Ads March-Mav
Retail/SORG Long lead kits to resellers March
Retai/SORG Tech traioing kits 1o reseliers March
Retai'SORG Top reseller account visits March - -
Product 0195 US Tech Beta 1 RTM March 8
Event MSTYV - OfTice Broadcast Mzarch
Event MSTV TrainCast Broadcasts - Broadcast from MS Campus March 14 & 28
MS Traioi SE Forum - New Orteans. LA March 23-31
Event MSTV TrainCast Broadcasts - Broadcast from MS Campus April 11 & 25
Product Ofc?5S US Tech Beta 2 RTM April 14
Event MSTYV - Office Brosdcast April
Mkiz Comm Win 95 Reviewers Worksbop O April
Mitg Comm Win 95 Co Press Worksbop Apri
Ret2#/SORG Ad kits — reserving ad space and developing ads Apcl
Retail'SORG Resellers sales training kits and training prep April
Retaill’SORG Resellers piace initial orders at distis April

WndowsWorSd&.S ing (DMDEX Amu.GA

Wmdm“Wmdm’S"Wor’dTocr(N A B)umﬂJS&Tmmj

MSTY - Office Broadcast

MSTYV TrainCast Broadcasts - Broadcast from MS Campus May 9

Ofc8S US Mktg Beta RTM May 19

Guaranteed foitial reseller orders due to Microsoft is US.

Retall/SORG Merchandising Kits

Ret2ll/SORG Reseller Sades Training July

BQ Activity Win95 “Coming Soon™ Ads July

Event Windows World Chicago - Ch . L July 26-28
HQ Activity Windows $5/0fTice 95 Lannch Event Aug 1

HQ Activity TV aod print ads {consumer & industry press) Augp
LO?G/MORG Select 3.0 agreements Al

Evest Windows World Dallas - Dallas TX
Event Networid + Interop -

| November 13-17

" HIGHLY
= _° CONFIDENTIAL
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RTM & Shi

Appendix 1

status on August 1. 1995

This spreadsheet summarizes Win95 & Ofc95 availability situaton for each language on August 1, the

proposed date of the US/English announcement.

Woridwide RTM & Ship daes for Window's & Office '95 o nnounce, of
Please see ¢ mm;lomunoi .. (S Off 85 ATM-Wn9S+2 weexs | me:‘ -
Tier Language | Loc deftas | inventory buit__{Street date: _TAug
Wings Oft 85| Wings _ongs Win 95 onss
1 _Emq US 0d ___0d 243 7-A Ship S w tard onk
Eng A 6g _od 2401 TAug  Ship S wbuidonk
Erg A wa 10 wva 17-A n~a 4 w bulo onky
Eng EE 14d 24 wva
__Germen 7g 30¢d 4 1 17 1w
FrenchFC 7d 409 awl _19~un SA 17~ Not RTMY
tcion nd 30d 4wl sou_ 260 3iaa 2A 1 w g
Spoeh 210 40 d 4wl 3 S-Aug 310t Not RTMu
Swedsh 21g  45d 4w 3 10A 1 7-Seg Snip Not ATMd
__ Jnee 909 90 4wl 105e0 24-Se0 R ot A
2 Duch 210 S5l 4wl 3 20Augl 31t 17Sept  Shp  Nol RTMU
Brorihon g s5d 4wl 3Ju 204 Si.xd__ 17-Segf Ship Not RTrg
Derish 35d _e5d 4wl 17 304 t4-Aug_ Z7-Sepl 2 wbudd oniy  Not RTMY t
Norwegan 3d_ 750 4wl 17-Jul $Sepl  14Awg 7 2 wbuld oniy  Not ATy
Pohouese| 55¢ 90d s v BAug  24Sepl 7AW 1 Not RTMY  Not RTWg
Finnish 4sg _sod swl  Zru 9 17-Aug
Chin Tred 200 god 4w 10Sep 8-Oct
Koern 900 god 4wl " 9
3 Poiish $0d a% 3wl 10Sep
Huncerion 1000 90 3 wi 20-Se0
Seh 1000 esj 3wl 20Sep ZSep
Russicn 90d_ 100 Swi__10Sep 4-Oct 100 25-0ct] Not RTMY  Not RTMY
Turkish 110¢ 110 3w 30Sep 1 21-0ct 4Nov| Not ATME  Not RTMY
Senk 1109 110 & 3wl  30-Sep 1% Falne - | 4Nov] Not RTMY  Not RTMY
Ctoan 1200 120 f w100t 2 31-0ct  14-Novl  Nat RTMy Not ATwMY
Slovenicn 1209 mi 3w 1 3100t 14-Novl Not RTMd  Not RTMY
Chn Simp | 1200 120 Swi 100t 31-0ct  14-Nov] Mot RTMG  Not RTW
Achus | 1800 180d 3wl  oDec 23-Dec] 30Dec  13Jen| Not RTWMY Mot RTWY
Heb AIS 1809 180 d 3w 9-Dec  23-Dec| 30-Dec _ 13-Jani Not RTMY _ Not RTMY
Asch FR 1800 180 o 3 9Dec_ 23-Deci  30-Dec  13-ian| Not RTMY _ Not RTMd
Fasi oe 180 d 3w na 23-Dect nva 13-Jan na Not RTwmo
Thg AJS 1200 120 df 3wl 1000t 240ct]  31-Oct 14-Novl Not RTMY _ Not RTMY
Bovirg 1209 120 Swl 100t 240c1]  310ct  4-Novl Not RTMJ__ Not RTMy
- AN AN
The cena 1or each anguage is NUTDer of weeks For sach For sach
relaive 10 US RTM. Win and Off | |nesded 10 build proouct, RTM | jproouct and
Ceilas are NOespencant of one jrwentory and A8 in caie ior each | |language,
another (axcept Bi-OL, DBCS). channel, for sach anguage is: rw emary butic
- WingS dellas are officialy 45-90| |product. Proguct US time is acoed
tor Tier 2, 90-120 tor Ther 3. For | |- Potentml capacity | |ATM « ceha w© RTM cate X|
CaICULAUONS PUTPDOSES, & SPecliC | |prodiems Ous 10 YW caiculate ship
cale within the fange was land Otf ov enap not cale.
jas3:9ne0 1 each language here. | |considecad hers. -
-P & Fiare Ter 3 tanguages kv | {- Manutactung L e =
Office. but are inciuded in Tier 2 | |{eedoack will be ag
hers 10 Map 1© Wn9S. jrequesied 10 refine i -
thess numbers. . _
HIGHLY MS-PCA 2557150
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RTM & Ship status on September 3. 1993

This spreadsheet summarizes Win 95 & Office 95 availability situation for each language on Sept 5. the
proposed date of the European & Latin American announcements.

Worldwide RTM & Ship dates for Windows & Office 95

er BNNoUNCE O

Please see pIpanations st bonom of pace fus ot 85 RTMwings. 2 woes | S here:
Tier Language Loc detas Bulld RTM / inverntory bullt Streel date: - 5.Sep
Win 85 OS85 time Win 85 cnds Win 85 On 95 Win 95 on9s
1 Eng US 0c 00l 6wl mdun _ 26wunl 24 T4 Shp Ship
Eng A od od 6wl 120un  26-Juni 24-ar T-A Shp Shep
Eng 2/AA wa _ 10d| 6w wva 6~Jul va i
Eng EE 140 rva 4wl 260um v 24-Jul
__Gemmn 7d 30 j 4wi  19-dun 26-Ju 17Ol 23-A
FrarchAC 7d 40 4w 18-Jun SA 17
e g 30d 4wl 3 31hd  23-Aug]
Sporish 20 <0d] 4wl 3-Jul S 314t
Swedsh 210 4 4wl VU 10-A S1-a4 7 4w
| igxree 90d 80 4wl  10Sep  24-Sep 8-Oc 2-0ct| Not RTmg Not RTwe
2 Dueh 219 55 & 4 wi 3 20-Aug 31t 17-S, Ship 2 w bubd only
Brgilcn g S5 4wl 3JuUl 20-A 3 17 Ship 2 w buld only
Dorish 359 &5 4w 1700l 30-Aud  t4-Aug  Z7-Sep Step 1 w buld onk
Norwegon 350 ﬁ 4wl 17l SSepl  14-Aug 7-0c Ship Not ATmd
Pothymse| 550 S0 3 w]
Finnish 450 80 3wl
Ohn Trcd 90d 90 ¢ 4 wi
Koen $0d__90d 4wl
3 Poish - X- -] 3w
Hugrrian 1000 90 3 wi
Qech 1000 85 3wl
Russion 900d 100 3w
T urkish 11006 110 3 wi
Gresk 110¢ 110 3 wi
Cadon 120d 120 & 3w
Siovenion 1200 120 3 wi
Chn Simp.| 1209 120 & 3 wi
Arch AIS 1800 180 q;: w]
Hety AJS 180¢ 180 d 3w
Arch FR 180¢ 180 d 3 wi 9-Dec  23-Dec]  30-Dec 13-an| Not RTMY Not RTMY
Fasi va_ 180 d 3 wi na 23-Ded na 13-Jan| wva Nat RTMo
Thao AJS 1209 120 df 3wl 10-0a 240c1]  31-Oct  14-Nov] Noit RTvd Not RTMd
Borving 1200 120 d| 3wl 10001 240l  31-0a  14-Nov] Not RTMd Not RTMY
HIGHLY MS-PCA 2557151
CONFIDENTIAL
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Appendix I1

Win93 TrainCast Schedule

The Microsoft Windows 95 TrainCast is broadcast via satellite. For satellite coordinates and more
information call 1-800-206-3000 in the United States and Canada. Registaton will be centralized

through the 800 number. There is no registration fee, but if artendees wish to acquire the Training

materials they will need 10 pay S50 per set.

Topic Date |Length
1. The IS Tour: An edited version of the current IS tour with product demos and education for IS | 1/24/95]2 hrs
hanagers.
2. Reducing Support Costs for Windows Desktops: conference session addressing ways that 2/14/95{4 hrs
organizations can reduce their deskiop support costs using Windows 95, featuring industry £
experts from the Gartner Group, Masic Institute, Corparate Software, and Usability Sciences,
Inc.
3. Setup/lmnﬂnndUIsuppoﬂisus:Danﬂedmmingmwhnwapeawhmyousaup 2/28/95|4 hrs
Windows 95 in stand alone and networked environments.
3/14/954 hrs

. System administration and tools: An MIS manager’s guide and troubleshooting resource 1o

remote adminstration of Pcs in a heterogenous environment

. Networking with Windows 95: Suppoarting Windows 95 based PCs connected to Windows NT;

3128/95}4 hrs .

and other servers.
6. Networking with Netware: Supparting and troubleshooting Windows 95 based PCs connected }4/11/9514 hrs
w a Novel NetWare server.
7. Printing issues: Details on how 1o install, setup and troubiedhoot the more than 800 printers | 4/25/95|4 hss
that Windows 95 will support.
5//95|4 hrs

. What we’ve learned about support from the beta programs: Microsoft’s own support staff

will provide a first Jook anf real-warld dan on what to expect in rolling out Windows 95.

There is an opporumity for Reselier, LORG, SMORG and SP field reps to build events surrounding the
broadcast. Programs should be tailored for the specific audience. The following is a rough framework for
potenual events by audience at the field offices:

VARs: Deliver a session to VARs which educates them on how to make money with Windows 95
and also train them on how o implement the “Desktop 95 Migration Challenge with their customers.
LORG's: educare LORG"s on benefits of Windows 95 for organizations, and deliver key tools to them

to help them plan deployment.

desktop.doc Microsoft Confidential
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To: February 1995 WWRDM Auendees

From: Patty Stonesifer, Steve Ballmer, Jeff Raikes
Date: January 27, 1995

RE: Priorites for EU/Consumer/Retail

This memo summarizes some key lessons we've leamned and lays out our 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 consurner software revenue and sales through the retail channel
during the next few years. To take advantage of this growth opportunity, we must have several
parts of our organization focused on the key priorides for this business.

To gain first-hand knowledge of the retail software environment, the three of us recently toured
about 25 outlets encompassing the broadest cross-section of our channel parters. These were
not staged visits — no advance notice was given since we wanted to sec the stores as “customers.”
In addition to the outlet visits, we met with senior executives at CompUSA, Best Buy, and
Egghead. On an individual basis, we visited several more outlets and met with many other
channe] executives during the past few months, complemented by many discussions with
Microsoft people.

From this knowledge base, we see the priorines as:
¢ Demand generation
* Instore impact and merchandising
¢ Inventory management

The rest of this memo summarizes what we’ve leamed and provides detail on the priorites.

N3}

m!"ll'.' i

0
v

Vi 1.“(|

vy

! “BackOffice Selling™ is the other high priority. ‘]\{S-PCA 25
57154
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Demand Generation

Driving Store Traffic

We need to keep ongoing profiles of our top 10 retailers, their customer demographucs, sales and .
marketing actvities and spending, as well as compettve feedback per account. We must put
together semiannual plans based on annual reviews with each account that focus our demand
generadon spending on the most leveraged activides for our line with that account We should
also commit in this (two page) plan to a series of logistical requirements for that account and
ensure corporate (Msft HQ) adherence to that listing.

e Vehicles that work

We should work with major chains/retailers and MOR 1o have them present 1o us in an annual
forum what promoton and marketing vehicles they are “selling” have in fact pulled up sales in
the prior 6 months, and then we should concentrate our spending with that account on those

vehicles.

¢ Demo days

Demo Days for Microsoft are a way to leverage our broad line; monthly demo days are a
realistic goal for larger outlets. However, it is very possible that the biggest advantage to
demo days is the impact the instore demos have on the retail sales personnel — we should
require as part of demo days commitments that the retailer give us an opportunity to do
employee training on the products and lines being highlighted.

o Logisucs: early package shots and prices

This is a no-brainer - early package shots - as much as 4 months ahead, must be provided for
retailers planning promotions. Pricing decisions must also be solid at that time, even though it
is understood that pricing may move as additional compettve knowledge is acquired. We
must set realistic release dates and make them, otherwise all marketing activity by the reseller
will 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
retail sales rep.  One of the best ways to accomplish this, is to build the promotional offer, nght

into the box. We must decide major promotions 5-6 months prior to rollout leveraging input for =

our top retail partners -there must be total agreement berween channel and product-groups on - =

design and execution. -~ sE g}’ - -
HIGHLY =
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» Secuon promos
a) #, vanety, 1ssues

In the majority of circurnstances, the number and vanety of promouons and the
disbursed nanre of our product line (in many sections) made it difficult to “find” our
promotion ar to quickly grasp the promotonal offer in the very few seconds that the
typical customer may give to the offer in a busy retail shopping experience. In our
opinion this was also true for most compedtors as well. We must find a way to test
our offers in “mrue to life” simations where customers and personnel are bombarded
with promotions and information — possibly, testing in 2 few outlets, with comparison
against control outlets. I3

e Three best promotions
a) more software with software purchase

Since the entire reason that the customer is in the section is in fact to buy software, it
was believed by many that the most “knowable” and energizing additional value was -
more “related” software — as in one scenery product free with a purchase of Flight

Sim and Golf Sim, Ghost Writer frec with the purchase of Creative Writer, etc.

It was also very clear that the top retailers want and in fact need to put together

unique offers for their customers to differentiate themselves and that this type of offer
could and would be customizable per retail chain, leading to additional stocking and
time based focus on a particular product line. For instance: if Best Buy was given the
opportunity to offer Great Greeting free with every copy of Bob sold in the first sixty
days (with limited exclusivity?), they would in fact be very motivated to offer

additonal exposure to this offer and to this product

b) Money off software purchase
The other offer highly touted was “‘money off” but this would need testing.
c) Something “free” w/ software purchase

By “something free” again what was being considered was something related to the
software experience - a CD Disk holder, another product, an online experience, etc.

. _ A MS-PCA 2557156
L 2 e.g. Other op rewailers might have different freebie offers, but’we would need o provide 50"‘;&(’" e —_—
equivalent marketng value. ’ - - HIGHLY ?'
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Store Merchandising that Matters

We need to immediately test a series of alternatve merchandising methods and should
immediately “open”.a trial store space in partnership with 2 regional rewiler where we can ““test”
various merchandising efforts. We can and should immediately use informational merchandising

(like Inmit’s decision cards).

e Microsoft Kiosks

Mixed reviews were heard and mixed experiences witnessed with the Microsoft Kiosks. For
the most part the kiosks were well positoned but were lightly used, oddly stocked and not
much exploration was going on - it seemed more 2 “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 remains a frustrating one, and if we could tne the existing kiosk approach to have
lower maintenance and higher sales appeal then we could in fact really leverage our store
presence with a dedicated kiosk effort Handelman movie Kosks were seen at Walmart that
allowed the shopper to push one “visual” button and see a short running clip - we need :
something that fast, that cool, that appealing, that branches the custorner from a “Need”
(entertainment? for ages X-Y) to a series 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 (¢.g. the Nintendo demo center in the Best Buy Concept III stores).

e OQutlet Owned Demo Stations
a) We need to have a clear strategy for our role in ountlet owned demo stations for each

partner with their own demo station or kiosk plan.

e Merchandising Support (instore) Most Leveraged/Visible
a) Signage - if it’s really visible, then it works!
b) Tear sheets/info sheets seem 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 adjacencies’ and competitive positioning and use of endcaps, dumps, eic. should be
targeted and communicated and monitored. We should consider a broad effort to persuading
retailers of a customer taxonomy for sections in a way we think is meaningful based on our
customner 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 same, because a big part of the control is at the outlet and the buyers cannot

“reach” the store clerk who is doing initial stocking. =7

: ~ CONFIDENTIAL
- . C ey . R . - = € Al 5
> Adjacencies” is the concept of getting complimentary products located next to each other on it
Creative Writer along with add-on packs. ’ T
MS-PCA 2557157
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e Microsoft Sectons - “Store within a Store”

Some worked, some didn’t We should be very smart about these and consider doing them
only when certain store conditons are met i.c., preferred locaton towally visible from all
critical sections, inventory on top products also stocked in section. The nght strategy will
yield us an increase in overall space devoted to our products.

e Presence in Marked Sectons ,
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 sapported by

appropriate adjacencies.

o Endcaps

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

e Dumps

We must plan to use a big “dump” 3x per year, plan our product and our promotions around
that “durnp”. Tightly linked products work best as in Intit’s dump with Tax, Deluxe Edition
and Standard Inmiit. Comparable might be a SOHO dump of Works/Publisher/Money. Or
Bob, Bob Greeting Cards, Bob X, Y, Z. The big dumps were very impactful and the store
reps sccmed very aware that the chain was taking a big position on these dumps.

Inventory Management

We need to be world-class at working with top retailers to determine fail-safe initial order
systems/agreements and have replenishment options that are appropriate for their own distribution
systemns. This means understanding how many days it takes for cach ouvdet to receive new stock
and factoring that information into the agreed upon plan for in section inventory, and working
these same issues wich diswribution parmers (primarily Ingram, Merisel, GT, and Handieman). We
also need to have a by-title breadth and depth plan for the top 80% of our product linc and
monitor our distribution partmerships’ plans to determine if we are in fact reaching those goals at
our “priority 1” outlets. We are investing in an improved information system (MS Sales ++) 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 inventory more - -
appropriately - calling back or taking back old editions and slow movers in exchange fornew.
editions and fast moving titles, as well as doing special pricing to move inventory -W,%n-fgquircg: .
- T A
HIGHLY MS-PCA 2557158
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We want our inventory to be the deepest but we want deep stocking on the fast moving products,
> : 4
and we should “over-focus” on the top retailers. :

Logistics/Inventory Conwol issues that should be covered in our plans:
* Process for determining inital orders and timely booking of those orders.

Disuibution depth and breadth goals — by product and account, because there will be
significant differences.

Replenishment programs - This 1s critical but the needs are different at each majorsetailer; we
must have a plan for each.

e Old/new product - This was a big problem with mixed years on shelf of many titles; we need a
rapid return policy and system for annual products.

* Retums - We think there will be a need for us to come up with a2 new and permanent return
policy for consumer software.

¢ Measurement and information “flow” - This must be a priority for top retailers and must
include core informaton required for us to plan products and promos
a) our information
b) competitive informanon

» Use of instore merchandising force - We will have an end-user field force who will focus a
large percentage of their ime on pricrity 1 outlets. We will supplement their efforts with a
force of outsourced reps who can support merchandising activities for the priority 1 outlets,
and provide support at all other retail outlets. The actvity details and goals for our combined
merchandising force should be clearly spelied out as part of our overall EU/retail plans.

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 compeutve. Our new pricing research will help determine optimal price
points.

HIGHLY
CONFIDENTIAL_
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‘  We were somewhat surprised 1o learn that resailers don’t actually allocate wacé br;portionalﬂc@hue ,
producuon. Eg. At CompUSA the space allocated 10 software was several times their gross marflitshare for

software. ’

R
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« Packaging - Must be very legible, with age appropriateness designated clearly, clear markings
for: system requirements. The differences berween full packaged product an_d upgrades must
be clear on the package, but the upgrades shouldn’t be put into ugly (€g. white box) packages.

+  Lines - We should build (and sell) in tight lines ala “Living Books” and “Print Shop.

—r T
- T
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To: February 1995 WWRDM Auendees
From: Mike Huber/Corporate Planning Group

Date:  January 31, 1995
RE: Overview of FY96 Planning Process & Key Changes

Purpase

The purpose of this memo is 10 prov:dc an overview of FY96 Planning, including key enhancements and
changes from FY95.

This document is organized as follows:

o FY96 Planning Process Timeline & Overview
e Key Dates & Milestones

e Key Enhancements & Changes

FY 96 Planning Process Overview & Timeline

Timeline
- .
FY96 Planning Process
High-level Timeline
Thnekine Jammry Feiwwary March Aprd Mzy Jume Juty
Mitessaus/Major Evants WWROM® WWINM = Mn:‘
Pisnaing Activities
- MYRa MYRa March 1 _—
Outisahs &
Techmica 3 Y ear B usesens Owtooks CSINPAFIIIVIOIINIIT  Masch 1
Faa
lmpec Assessmens: March 20
Predncs Groap Techaical Pas ERRESTTNTI e ISR Apsl 1
Basgw T
H?::—}mm
US FG, OEM Revems Plasmag
WRG/AT Pamming
All Setwadiorss & US Pasmmyg
Corparsm Com Cumer (Cavporss GAA)
Plasmng ™™
Operascovs P ammg =
G Revrws & Bodget Scarese
All sl Rass Selsmmed w Carpara
soor FY96 Paa (BOOP) Revewn
Revews &
iy’ SEEETTISHECKIEIID

Conasiida 6088 Crrperse Consslidsen

—c-p&-c—-mw_n-nm.mc-ys—.c.ﬁ-i“ﬁ—

* WWRDM: Warldewds Aegram Dywoors Sastny
—— Cpraiems wxciades Oparssess Pupue/COGS plasmng

- WWEMM: Waldwids Salm & Maiating Mesumg

Overview

_FY95 Mid Year Reviews (MYRs) - As i the past, the Mid Year Reviews w111 monitor aﬁgnmen ui'_ L
strategic plans, assess performance agamst the fiscal year plan and also forecast performance tigro r‘g

R remainder of the fiscal year. 'IthY95MYP¢wﬂ1nmfrommcbcgummgofJanuaxyduoug)ﬂh dof
February. MYR results will be discussed at the WWRDM in Fébruary.

MS-PCA 2557162
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3 Year Business Outlooks & Impact Assessments - The 3 Year Business Outiooks and Impact .
Assessments will capture the company’s long erm objectives and strategies. The 3 Year Outiooks will be
developed by the Worldwide Product Group (WPG) and Advanced Technology (AT) group. ‘Based upon
these Quulooks, lmpact Assessments will be prepared by S&M, PSS, Operations, ITG, Finance and HR.
This process is described in detail below in the Key Enhancements & Changes sectipn of this document
The WPG & AT 3 Year Business Outiooks will be completed by February 27, the Impact Assessments

will be completed by March 20.

Product Group Technical Plan - The product group technical plan will be produced concurrently with the
3 Year Business Outlooks. This plan is technology focused and will be reviewed and approved by the
BOOP in late March. l!willalsobcusedlodrivechPG&ATbudgexs.

FY96 Planning Memos, Targets, Assumptions and Guidelines - As in the past, 4 different types of
informarion will be communicared at the beginning of the planning process. This information includes:
1) planning memos - to be produced by selected carporate entities in order © provide pertnent
information to subsidiaries, operations and corporate cost centers (corporate G&A) as input w their FY96
plans; 2) targets, including revenue, profit, headcount targets - 10 be communicated by steveb in his memo
and by joachimk, bernardv and chasst in their memos to the subsidiaries; 3) corporate planning
asswnptions-!obewﬂecwdbyﬂwwrpmzmplmuﬁnggzwpanddisuibumdwaﬂmbsidim'icsmd
corporate budget units (these include the OEM processor forecast, localization lists and budget exchange
rates); 4) budget guidelines - also to be collected and distributed by the corporate planning group; these
address specifics of how to budget specific items such as marketing, headcount and capital (¢.g.. accounts
and rypes to use, e1c.). Tactical memos, targets, planning assumptions and guidelines will be distributed
at the beginning of April.

Revenue Planning (USFG and OEM) - USFG and OEM revenue planning will begin the budgeting
phase of the planning cycle. These revenue plans willbecomplexedandavailablepriortomeonsaof
subsidiary budgeting. USFG and OEM Revenue planning will conclude on May 1.

WPG & AT Planning - WPG and AT planning will occur concurrently with USFG and OEM revenue
planning. The technical plans, to be reviewed and approved at the end of March, will provide the top
down basis for the WPG and AT detiled budgetss. WPG and AT planning will conclude on May 15.

All Subsidiaries & US Planning - Planning for all subsidiaries will follow USFG revenue planning. In
addition, US PSS, US Marketing, US Field and US Field Facilides planning will follow USFG revenue
planning. This planning will occur from May 1 through June 1. Estimates of COGS and corporate
allocations will be provided to the subsidiaries by May 1 as input to their planning.

Corporate Cost Center (Corporate G&A) Planning - All Corporate Cost Center (Corporate G&A)
planning will also follow USFG revenue planning. Corporate Cost Centers (Corporate G&A) nclude
ITG, HR, Finance, Legal, Corporate Services and Corporate Fadilities. These groups will plan from May
1 through June 1. )

Operations Planning - Operations/COGS planning will begin shortly after completion of the USFG
revenue plan and will conclude once subsidiaries have compieted their revenue plans. This planning will
occur from May 8 through June 8.

GM Reviews & Scrubs - All GM reviews and budget scrubs will ocour at the beginning of Juné,= =~ ©~ o
o MRS o 3 - -
Final Plans Submitted - All FY96 plans and associated key planning assumpuons will be subﬁﬁusgby - —
June 15 for rollup by the Corporate Conmoliers group. T S B -
- ) HIGHLY
BOOP Reviews - BOOP reviews will occur from June 15 through July 15. : CONFIDENTIAL
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Final Consolidations - Final corporate consolidauons will begin on June 15 and end on July 31. The

FY96 Plan will be published on July 31.

Key Dates & Milestones

Listed below are the key dates and milestones for FY96 Planning:

Billg Strategy Memo January 20
Worldwide Regional Directors Meeting (WWRDM) February 6- 8
Executive Reueat February 9 - 11
BOOP Review of WPG & AT Outlooks February 14 - 16
Final Outlooks Completed February 27
Impact Assessments Completed March 20
Final Presentation Templates April 1
Final OEM Processor Forecast April 1
Final Localization List - April 1
Waorldwide Sales & Marketing Meeting (WWS&MM)  April 5 - 7
Final USFG Revenue Plan Completed May 1
Final OEM Revenue Plan Completed May 1 .
Subsidiary Planning Begins May 1
All Fmnal Plans Completed June 15
OEM BOOP Review June 14

3 /Finance BOOP Review June 15
NA BOOP Review June 26
ICON BOOP Review June 27
Far East BOOP Review : June 28
HR BOOP Review June 29
End User/Org BOOP Review July 5
Europe BOOP Review July6-8
MCS BOOP Review July 10
PSS BOOP Review July 11
AT/WPG BOOP Review July 10-14
Final Plan Published July 31

Key Enbancements & Changes
Presented below are the key enhancements and changes for FY96 Planning: -

3 Year Business Outlooks & Impact Assessments - The BOOP has received numerous comments
indicating the need for an overall process of developing and updanng a strategic outlook that looks
forward several years. Addinonal feedback to the BOOP has indicated that the fiscal year budget process
is loaded wimrcworkzndt}mmcmworkisoftmducmahckofdarityandagrmtwasuof -
strategic plans and initiatives.

As a result, the 3 Year Business Outlook process has been established. This process will begin with Bill
developing and disseminating an overall strategic direction memo in mid-January. During January,the-- = ——

product divisions and AT will prepare three year outiooks, quite similar 10 what was m@g*yazfo{ .—:'::.
_the Worldwide Regional Directors meeting. For the product divisions, this business outlook Wit fo thair - -
input to the mid year reviews scheduled for February 14-16. o = HIGHLY

-2 CONFIDENTIAL
Based on feedback from the mid year reviews and from the BOOP, by the end of February, the preswet ~ .

divisions and AT will submit revised three year business outiooks. These outlooks will then be provided - L=
fy96plan.doc icrosoft Confidential tage 3 '
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1o Sales & Marketing. PSS, Finance, Operations, ITG and HR. who will then develop an assessment of the
impact of these outlooks on their plans for FY96. These assessments will be submined to the BOOP for
comments. All organizations will then be in a position to begin their detailed FY96 budget planning.
These steps should significantly simplify 1995/96 budgeung, since the major srategic questions should be
resolved. (The S&M Impact Assessment will be included in Steveb’s FY96 planning memo).

The 3 Year Business Outlooks will focus on the high level srategic thrusts of the organizaton. These
outlooks will describe the basic business as well as the major initiatives that have a significant impact on
the business. For example, the outlooks will include projections of the basic business in the context of
market shares, market sizes, etc. In addition, they will mclude the major initiatives anucipated over the

next three years, when they will have an impact on revenue, market share and profit, and when they will
require manpower/financial support, etc.
ThekcysxepsanddamhtheOuﬂookpmcessareasfoﬂows: \
Billg strategy memo 1/20/95
Draft Three Year Business Outlooks submitied to BOOP 2/10/95
2/14 -2/16/95

Mid Year Reviews for Product Divisions
Final Three Year Business Outlooks submitted to BOOP 22795
Final Outlook consolidation by Finance submitied to BOOP with open acton items 3/13/95
S&M, PSS, Operarions, HR, Finance and ITG submit their assessment

of the impact of the Outlooks on FY 96 3/20/95
Final Outlook consolidation and FY96 planning instructions sent out by R Herbold 4/07/95

Timeline-Asreﬂecmdinﬂ:e}ﬁghlevelFY%PlamﬁngTundineabove.mebasicximingmdsequmceof
the budget process has been changed in two ways: 1) the amount of time allotted for budgeting has been
reduced and Z)mﬁﬁsdqamdmtmtmusrevcnucpl.anwi]lnotbudguinpamﬂdwithUSFGbutwill
budget after the USFG revenue plan is complete. The objectives of these changes are to directly reduce
the amount of time spent budgeting and to ease the budgeting process for the subsidiaries, as well as for
US PSS and Operations. The FY96 Planning Timeline, with USFG revenue planning ending on May 1
and subsidiary revenue planning beginning on May 1. will provide a benter opporumity for the subsidiaries
10 index their revenue plans to the US. In addition, the timeline will allow the Corporate Controllers
group to consolidate all budgess and key planning assumptions by June 15 for review by the BOOP prior
10 the planned BOOP reviews. This would enable the BOOP reviews to be more focused on strategic

FY96 Plan BOOP Reviews - The template and process changes implemented for the FY95 MYR
presentations will also be implemented for the FY96 Plan BOOP Reviews. The key changes which have
been made for the presentations inchude the addition of more discussion slides, benter consistency with
monthly actuals reporting and more focus on trends and changes. In addition, most of the data contained
within the slides will be prepopulared by the Corporate Controllers organization so that the subsidiaries
can focus more time on analysis and preparation. '

Revenue/COGS Planning - Revenue planning for subsidiaries will occur for all lines 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, exc). Revenue planning for the US will occur at a more detailed level,
similar to FY95. The US planning level will include more product families, particularly for Consumer

Division products, as well as more pricing level detail. )

Preliminary COGS forecasts will be developed by Operations and communicated at the begimingof the. -

“subsidiary planning process - May 1. After the subsidiaries have completed their planmng,a_n‘fpﬁl‘( o
A %

the GM reviews and budget scrubs, the COGS forecasts will be updated and recommuny =
(June 8). The preliminary estmates will be based upon COGS run rates and preliminary asﬁm@i_
(e.g... mix, material costs). The updated forecasts will reflect the mix percentages in the revenue plans.
fy96plan doc HIGHLY crosoft Confidenual MS-PCA 2557165 Page 4
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dgeting will occur at 2 summary account level this year,

ory requirements. Budgetng summary accounts, and not
detailed sub-accounts, will eliminate a significant amount of detail which has been caprured in the past
(As examples, this change will reduce the number of budgeted accounts used by GmbH by 68% - from 188
m FY95 to 61 in FY96 - and the number of budgeted accounts used by the US Channel by 26% - from 65
in FY95 t0 48 in FY96). Per head targess for specified summary account. such as Supplies & Equipment,
will be used by controllers to further ease budgeng for operating expenses.

Summary Account Budgetng - Subsidiary bu
with exceptions reserved for unique local statut

People/Headcount Budgeling - Budgeung for people for FY96 has been changed 10 better capuure the
estimated numbers of non Microsoft personnel (¢-g., lemps, contractors) who are users of the Microsoft
infrastructure (offices, phones, email). This change applies mainly to corporate entues, such as WPG,
AT and the Corporate Cost Centers (Corporate G&A). The objective of this change is to obtin visibility
10 the size and impact ofthmgmupsandmmespeciﬁmﬂy,mpmvidenmmhfommn to the
corporate facilities group so that they can better plan for longer term buildings and construction
rermnents. Guidelines for budgeting people, including types and definitions (¢.g.. full ime equivalent

requirern
basis. other basis, etc) will be communicated prior to the budget cycle.

Tools - The planning tools and overall systems environment for FY96 planning have also undergone
significant changes. The planning tools which will be used this year are the Budget Workbench (BWB)

and FYPlan/FY ControL The BWB will be used in Europe, North America and all corporate budget .
units. FYPlan/FY Control is a package software solution; it will be used in ICON and is being evaluated ’

for use in the Far East

Several enhancements and changes have been made to the BWB for FY96. The focus of these changes
have been on stabilization mdﬁxa,pmﬁmhﬂymmcmofdaninmgﬂty. performance and reporting.
‘I'heonlymajorﬁmcﬁmalaﬁnncemmtst&mhavebemmadcmmeBWBminmemofrevume
planning. This set of enhancements will significantly reduce the number of input screens required for

revenue planning.

FYPlan/FYControl will mainly replace the small sub models used last year throughout JCON and the Far
East lnaddidmsubsidimisinlCONandmcFarE&whoumdchWBlastywwil]alsousem's
wol. One tool for all subs within these regions will allow for easier consolidation of budget information.

Controllers Organization - The new controliers organization has now been in place for almost a year, For -
FY96, the controliers are expected to be the key drivers of the planning process, working in conjnction
with the Corporate Planning group. It will be the responsibility of the controllers to ensure that deadlines
are met. 10 coordinate schedules, 1o disseminate and handle communications and 10 help resolve issues for
the units they support. Most importantly, it will be the responsibility of the controliers to ensure that the
units they support are efficiently leveraged and are able to focus their time on their areas of responsibility -
sales, product development, product support, eic. - and not on the details and complexities of budgeting.

- - - R

—
T mmmEL L =

T RS

e MS-PCA 2557166 .

fy96plan_ doc Microsoft Confidential Page 5
HIGHLY
CONFIDENTIAL



e1empiey

\




To: February 1995 WWRDM Auendees - -~ = -

From: Rick Thompson. Beth Featherstone
Date: February 1, 1995
RE: Pre-Reading: Input Device (Hardware) Group

Microsoft’s Input Device businesses has remrned o growth. The Nawral Keyboard has been a
huge success. Two new products ship in September 1995 (Joysticks and Kids Mouse-Trackball). We want
10 build the Input Device business from $202MM in FY%4 10 $500MM inFY97. _

Finish FY95 at $260MM total Input Device Group Revenues (up from $202MM in FY%4).
Ramp FG Namral Keyboard business to 750K units and $60MM from 190K units and $15MM in the
first half of FY95.

3. Sell 1.1MM Mouse 2.0 units for $SSOMM (vs 135MM for S67TMM in first half).

4. Sell 200K Home Mouse units for S4MM (vs 300K units for STMM in first half).

OEM: Sell 5.5MM OEM Mouse units for SSOMM (vs 4MM units for S46MM in first half).

SVE ] 8¢ ¢ @
N W Y, T R ) »

Drive total Input Device Group Revenues from $260MM to $375MM (FG and OEM).

Build the FG Natural Keyboard business to 2MM units and $125MM revenue in FY96.

Sell IMM incremental Hardware-Only Mouse units in the 90 days following the Win95 resail launch.
Increase Total Mouse FG units from 3MM to 4MM, and revenues from $128MM to $150MM, in this
W95 launch year. Capitalize on the Upgrade!

Launch the Microsoft Kids Mouse-Trackball. Sell 100K FG units for $3MM i revenue.

Launch the Microsoft Joysticks. Sell 750K FG units for $30MM in revenue.

OEM: Sell 1MM Mouse units per month. Sell 100K Keyboard units per month. Drive OEM revenues

from $100MM to $140MM. .

Pl ol S

Now

Drive sales of Mouse 2.0 and Natural Keyboard to meet business objectives.
Develop programs that will turn the Windows 95 launch into the most successful holiday selling

season ever for hardware products.

Increase share of the Home Mouse in the low-end mouse category while maximizing revenue.
Create a foundation for the successful laumches of Kids Mouse-Trackball and Joystick.

Develop a positioning framework that drives users to purchase muttiple Microsoft input devices.
Insure that the following subsidiaries and/or regions develop and commit to a revenue development
plans for Mouse 2.0: NA, UK, France, Germany, Nordic, Japan, Canada, Australia, Latin America,

AIME, APAC, Far East

0o

O n W

1. Increase customer awareness of Mouse 2.0 and Keyboard by developing rew channel opporumities:
Outbound and mail order for Keyboard, mail order and expanded retail coverage for Mouse 2.0.

2. Develop a ieveraged program to make people belicve they need a Microsoft Mouse 2.0 and Namral
Keyboard to get the most from Windows 95.

3. Take share away from Logitech and clone manufacuurers at the low end of the mouse market by
decreasing the street price of Home Mouse to $29 and increasing breadth of distribution.™ -

4. Utilize the mid-year review process 1o gain backing from Steve Ballmer and commitment from the

.~ subsidiaries on Mouse revenue development plans. P

5. Create solid launch plans for Kids Mouse and Joystick that are supporied by the channét<dad i. T
successful in generating pre-ordess. - SRR

6. Consolidate existing Hardware messages into a defining Microsoft Hardware positioning sta@meal

L4
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| Increase customer awareness of Mouse 2.0 and Keyboard by
Outbound and mail order for Nawral Keyboard, mail order and expanded retail covera

2.0.

developing new channel ‘OpPOTTUniLIEs:
ge for Mouse

Participate in the March Office/Consumer promotion targeted at SOHO.

Spend $1 mil on Mouse 2.0 and Keyboard line advertising in Spring 95; develop upgrade
line adventising for Mouse 2.0 and Keyboard and POS for Windows 95 launch.

Direct mail to 200K MIS, Risk Management professionals. Work with LARs to follow up on
sales leads.

Create a cost effective way to cross sell Mouse and Keyboard in-box.

Develop Hardware sales and marketing opporamity plans for all direct accounts and Sr.
Parmers. '

Create mail order and outbound channel opporamity plans.

Develop long term in-store merchandising program.

2. Develop a leveraged program to make people believe they need a Microsoft Mouse 2.0 and Natural

Keyboard to get the most from Windows 95.

Make Mouse 2.0 and Keyboard a Focus Product i the Win95 launch and channel
campaigns.

Recommend stocking levels and secure pre-orders for Mouse 2.0 and Keyboard.
Make Keith Kegley an integral part of the Windows 95 marketing team.

Develop Hardware line advertising campaign for Windows 95 with a “We're the best gear
for Windows 95" message.

Prepare to achieve the same breadth of distribution as Windows 95 for Mouse 2.0 and
Keyboard.

Leverage the Windows 95 in-store activities with hardware POS that ties to both our
advertising and the Windows 95 POS materials.

Secure end-caps for Mouse 2.0 and Keyboard in the hardware section in-store.

3. Take share away from Logitech and clone manufacturers at the low end of the mouse market by
decreasing the street price of Home Mouse to $29 and increasing breadth of distributon

hardwre.doc

Increase both sell-in and sell-through of Home Mouse in Q4 by reducing the street price to
$29 on April 1, 1995.

Utilize price reducton to increase breadth of distribution and stocking levels in price
sensitive channel segments such as mass merchants.

Fund circular advertising in named Home Mouse accounts to promote lower price.

Create a reseller awareness/training program. .
Conduct reg. base call downs to profile customers. Learn who is buying, where they are
buying, and why they are buying.

Mest with channel partners and segment managers in segments where it is moving and not
moving 1o gain insights, analyze results, and recommend FY96 action plans.

Perform ongoing sell through analysis and collect sales data from distis and resellers. _

Develop FY96 Holiday plans based on the above findings. e =
T TTn '-1:_;:" . . . =
-~ MS-PCA 2557169 ~—__
HIGHLY -
CONFIDENTIAL
Microsoft Confidenual Page 2



Utilize the mid-year review process 1o gain backing from Steve Ballmer and commitment from the
subsidiaries on Mouse 2.0 revenue development plans.

«  Develop hardware slide for mid-year reviews 10 be part of the Consumer review.
e Create templates for the plans and distibute w the subsidiaries.
Tour the subs after mid-year reviews to follow up and secure commivments.

5. Create solid launch plans for Kids Mouse and Joystick that are supported by the channel and are
successful in generating the forecast amount of pre-orders.

« NDA meetings with hardware buyers at named accounts.

« Recommend stocking levels and secure pre-orders.
Create PR, advertising and launch programs 1o drive sales and gain channel suppon.

. Bcevaywhatcomnasoﬁwamxssoldmmedmml
e Seed product for maximum PR and channel exposure.

« Develop solid merchandising program in-store.

e  Secure the budget in FY96 to support launch efforts.

6. Consolidate and crystallize existing hardware messages into a single defining Microsoft Hardware
positioning staiement. .

e  Work with Waggener Edstrom and Consumer Division brand managers to review our
product messages and perceived Customer perceptions.

« Develop the positioning framework and messages for the Hardware family of products from
Microsoft that encourages multiple purchases.

e  Test and validate the framework with consumers.

e Create sparklers that fit the message.

o Integrate the message mto all our PR, adventising, field communications, RSP training, and
collateral.

1. Clear strategy of OEM vs retail: We catch OEMs dumping product, we know who they are, and we do
nothing. Europe is losing the most to OEM unbundling. What is our strategy? What do we want to

accomplish

2. LORG: attitude of LORG sales force is that we are not part of Select... “Hardware is not part of
Select... so not 1 LORG responsibility.” Hardware IS part of Select (attach product... as a bonus they
can buy 50 packs). What do we need to do better? This is IMPORTANT because the Nawral
Keyboard needs to sell in volume through LORG.

2 _ | MS-PCA 2557170
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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 in personal finance
products. The merger is expected to be approved in the late March time trame. The merger
will give Microsoft access to a huge installed base and exceptional success in the personal

finance arena.

Outlined below is an overview of the business, organization, products, status and timeline of the

merger. Also outiined are key sales and marketing tssues that need to be resolved in the first

three months following the Department of Justice approval.
£

Business Overview
intuit’s revenue was $223 million in FY94. Intuit has a 65% market share in the Personal

Finance category and Tax categories in the United States. Its installed base is 6 million users
across WiyDOSMac platiorms. Total revenue growth was 104% in 1983-1994 and 45% in
1992-1293. The growth was in part due to an expansion of its product line thru acquisitions. The
company bought three tax and one online service provider last year. Intuit's revenue is broken
out as follows: 31% from Quicken, 35% from Tax products, 19% from Supplies, 9% from

QuickBooks and 6% from other products.

Intuit's intemational revenue is only 2% of total. However, according to SPA data, the US
represents 87% of worldwide revenue for the Personal Finance category and 92% of worldwide
units sold in Hi CY94. The reason Intuit's percentage is lower than worldwide SPAdatais
mainly due to its entering the intemnational markets fate. Intuit entered the UK in 1993, Germany
inMayof1994andplanstolaunchproductsinFranoeinmewrmneroﬁgss. It also has a
Canadian subsidiary. The products that generate the majority of imemational revenue are from
the Quicken product line. The only share data available ts in Germany where Quicken has a

55% unit share.

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

inwit.doc Microsoft Confidential MS-PCA 2557173 Page 1
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Products _ -
Besides Imuits' flagship product, Quicken, other key products are: .
« QuickBooks: a small business accounting product which does not require users to be

familiar with traditional double entry accounting concepts and suppors cash and accrual

based A/P.
QuickPay: an add-on product for Quicken and QuickBooks that caiculates and tracks gross

salary and payroll deductions for small businesses.
Quick Invoice: add-on for Quicken allowing users to generate professional looking invoices.

TurboTax for Business: an add-on to QuickBooks which allows software users to prepare
US corporate retums.

intuit develops and markets more than 360 software products in the US for individual tax retums
which are sold under the brand name TurboTax, TurboTax ProSeries and MacinTax.

in the US, another important business is the Supplies business, a highly profitable busiess that
represents 19% of Intuit's and ChipSoft's combined net sales. Intutt offers a range of paper
supplies including checks, invoices, 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 stock

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 for the UK, Australia and New Zealand markets.

WinTax in Canada, QuickTax in the UK and Austrafian/New 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 of 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 December 1983:

« Parsons Technology which develops and sells over 70 products in legal, tax, medical and
advice oriemed software. Major products are t's Legal (consumer legal sw), Personal Tax
Edge (personal tax sw), Quickverse (Bible concordance) and Money Counts. Parsons is a
direct marketing company and has 450 employees located in Cedar Rapids, lowa. This
merger was completed in Sept. 1994.

« ChipSott, a developer of individual tax preparation products, including TurboTax, MacinTax
as well as professional tax preparation software product, TurboTax Series. Intuit acquired
ChipSoft in December 1933.

« Best, acquired in April 1984, which formerly had tax preparation products, is now solely a tax
preparation service, located in Fredericksburg, Virginia. HIGHLY

« NPCI, an online banking and bill payment company with 20 employees CONFID

Since the October announcement, the organizational structure decisions that have Bebr made.

o Scott Cook, Chairman, will repont to Bill Gates as Executive Vice President ofsq"“‘ - - -
Commerce. . _-__‘!; o ;

« Bill Campbell, President and CEO wili report to Mike Maples asVice President. Personat-  °
Finance :

intuit.doc Microsoft Confidential MS- 2557174 Page 2



The Intuit sales and marketing organizations will-merge completely. The exact structure has
not been decided.

.

Intuit Acquisition Status
Microsoft is in the process of responding to a Department of Justice (DOJ) second request

(made 11/18/94). Microsoft will be working closely 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, information 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 DOQJ decides to not chalienge the merger
April 1995 Close of merger s

Transition Plan

in prior mergers and acquistions Microsoft has done a poor job of integrating merged companies.
Key employees have left, there have been significant operations problems, and, by and large,
post-merger sales have been below forecast. Therefore MS is approaching the frtuit merger
difterently: with more resource, executive invoivement and coordination.

Some key lessons leamed from prior acquisitions are: 1) ensure there are clear goals throughout
the process, 2) ensure there is an intemal communication 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 ts 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 puf behind transition planning. Dave Moore, Microsoft’s full time’
coordinator of transition planning will work with Mike Aheam (VP, HR for intuit) coordinating from

the Intuit side. There is a steering committee that will oversee the transition which includes Mke
Maples. The core transition team for WW Sales and Support is Jon Anderson, Jeanne Chase,

Linda Glenicki (PSS), Sharon Decker (NA), Jeff Lum (ICON), Chris Dittmer (FE), and Mke

Metzger (Europe). There are focus groups organized for other major functions, including HR,

Finance, ITG, Operations, Marketing, Legal and Product Development. These groups have

identified components that must be transitioned, timefine, key issues and key players that must

be involved. See \\globalvillage\meetings\wwrdm235\msplan.doc for detail on members and

timeline of each area. HIGHLY

Sales and Marketing Issues

Without 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 launcir. will there be a coordinated woridwide push to introduce intuit’s
products? Will intuit products be under the Microsoft brand? How will MS market these
products? Who will be the owners of the 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 ;v_ﬂjfmé_"rg'ef ’

. Timeline: 60-90 days from DOJ approval. Owners: SteveB, BemardV, Bill Gampbef-— 2.

[ 9
Channel: Intuit markets and sells directly as well as selling through the channe! aﬁd‘,@icﬁs -
that direct sales will be an increasingly important channetof sales for their products. laaesUS, = '
all of the tax and supplies products and approximately 60% of its personal tax products are-soid :
using direct response marketinn - Microsoft has traditionally downplayed direct selina. ‘

RN
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supporting the strong partnerships developed through the years with the reseller channel.
Microsoft’s position after the merger on direct selling must be clarified and communicated to the
channel. Timeline: 60 days from DOJ approval. Owners: US: Sharon Decker, Alan Gleisher;
Europe: Michell Lacombe and Mike Metzger, ICON: Jeff Lum, FE: Chris Dittmer

Customer communications, sales force communications: Microsoft and Intuit customers are
going to need to know what impact the merger will have on them. MS wilt need to educate the
Global sales and consulting organization about the merger and provide the tools and information
1o equip them to answer customer questions in a well-informed manner. Timeline: 30 days from
DOJ approval. Owners: N. America: Jeff Raikes, Sharon Decker, Alan Gleisher: Europe:
Bernard Vergnes, ICON: Jeff Lum, FE: Chris Dittmer

Customer database integration: with intuit's installed base of 6 milfion users’, it will be important
1o have a smooth integration of the two customer databases to optimize selling, cross selling and
customer information. Timeline: 30 days for overall strategy, 6 month estimate for integration.

Owner. Angus Cunningham, Bill Strauss

Sales training: Sales and Product training will need to be developed and delivered to both
organizations on a global bases. Who gets trained, timelines, delivery mechantsms 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. Timeline: by July 1, 1995 so as to integrate into annual
contracts. Owners: Johan Liedgren, Sharon Decker, Alan Gleisher; Europe: Richard Lindh,

ICON: Jeff Lum, FE: Chris Dittmer

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

Additional Information
Compilete list of US products: \\globalvillage\meetings\wwrdm295\intuit.doc

List of transition teams, time lines and owners  \\global\village\meetings\wwrdm235\msplan.doc

= MS-PCA 2557176
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To: February 1995 WWRDM Attendees
From: David Brooks

Date: January 17, 1995
RE: FY96 Localization Planning and Business Case Process

This memo is an overview of the FY96 Localization Planning Process. A list of
localized products 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 process
to be used for requesting changes to the proposed list. Please review for
WWRDM session. Key issues to discuss:

e Review of escalation path
Accountability of subsidiaries and product units
e “Multiplier” concept merely a benchmark

Timeline
Dates will be induded in planning memo distributed in February.
Loalization Planning Schedule
January |Davidbr Team £y96 loahntlon-phnmng - WWRDM pre-reading
February |Davidbr Team preliminary list distributed
End Feb |Regiomal Directors submit requests for changes, with business case, to IMMs
March Regional Directors negotiations with Int'l Marketing Managers
March  |Int'] Marketing Managers  |forward unresolved requests to. Davidbr
March Davidbr Team review unresolved requests, forward to BOOP for resolution.
March BOOP : review unresolved requests
March 31 |Davidbr Team publish final list (to be in synch with budget process/timeline)

Business Case Process

The process for handling requests 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 dedsion making process, simplify criteria,
and provide accountability.

- - - R S Te—

_ L w5 b~
Lt Y - -—
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o MSPCA2ssy e

localiz.doc

Microsoft Confidential

Wkt

HIGHLY ’

Page 1



Changes from the past process summarized below:

Past Process Proposed Process
Sponsor General Manager Regional Director
Process & Ownmer Not clear Defined
Cost Data Not included in sub’s analysis Included -
Accountability Weak At MYR and FY Planning
(Sub and WPG) |
Escalation Not defined In stages, ulimately to BOOP
Criteria Varied by product unit Vary by product unit, with
common corporate benchmark
Localization Plan Alternatives not defined Spedific levels defined
Planning Horizon Fiscal year Product life cycle

Proposed business case key points:

Requests for additional products or other changes will be the responsibility
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 finandal 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

projections.

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

A “multiplier” concept will be used to assist in dedsion making. The
“multiplier” is as follows:

Multiplier = Incremental 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 unprofitable 2nd
projects in the middle are marginal _ - -

The “multiplier” will be calculated on a lifecycle basis - not a fiscafgyedy -
basis. Evaluation of the profitability of a project will not be mpitﬁ"d,g* R
therefore, by delays in RTM. Per Steveb’s instructions, however, subpwill ' '
be held to FYS6 revenue targets regardless of slips in R-TM.

HIGHLY
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“ + Requests will be reviewed initially by the International Marl‘<eting Manager
! in the appropriate product unit. If 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 summarizing the process and a list of IMMs for each product are

attached.
Localization Decision Process
oy O | o] g pra 15 ot s
SCHNOT
business case
*No

No Regional Director
Yes decides 1o escalate?

Y Y Ye

Y | BOVPagree | Dewma1vp

. agree escalave?

loaalization b?:".‘; e
s srategic? Y
MM escaistes | Yes Projct

w WPG VP, 7| Approved
WPG VP sapports?
No | No No
. ) . iate 10 DevidBi]

(Recommendation

to BOOP)

I_T__———

BOOP review ! aApproved
and decision

Y ¥ Ne

Y Y A
Projct Rejecsed - No Further Action

e Subs’ requests channeled through Regional Director - responsible for
reviewing business cases and negotiating with product units.

« Simple business case (2-3 pages) high-lights what's requested, revenue .
opportunity, marketing & support plans, strategic rationale, etc.

« “Multiplier” test used to identify projects likely to be unprofitable.
Multiplier = incremental revenue divided by incremental cost (recommend _
guideline: 5). Projects that fail the test can be proposed as “stratégic’s- " - T -
Request is initially reviewed by product group (Intl Mktg'Mng Vi ).~f:_ L
-~ Product group decision based on own finandal goals, resources, veRdé&r. | . —

capabilities, etc. ?;H('} LY =
MS-PCA 25 ‘ HL
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« Projects turned down by product group can be escalated through Int'l
group to BOOP.

« Approved projects added to sub’s FY96 revenue plan - actuals reviewed at
MYR 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 finandial impacts, other criteria that affect the decision
include resource availability, strategic importance, 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 small number of
markets 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 aimost all markets are planned at less than 120 days, and our
ability to shorten them further is limited. 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
deltas for these products.

Other Comment;s

The business case process is designed to provide a mechanism for subsidiaries to
obtain product they believe necessary in 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 case submitted. 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 data in the attachments are incorrect, are having difficulty __
interpreting the attachments, or wish to propose changes to the processpleask - T
get in touch with me directly. Otherwise, business cases should-be presenred to

‘the people identified in the attached list of IMMs. S EL L

MS-PCA 2557181
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International Marketing Manager (IMM) Contacts by Division

Product Division Intl Marketing Mgz - Primary Contact Secondary Contact ]
DAD Matt Mizerak France Buvie
POS Christian Wildfeuer Andreas Berglund
BSD Dwight Krossa Thomas Reinemer
DDT Bjorm Hovstadius Migue] Rabay or

Alfredo Pizzirani, Europe
Consumer Shane Kim or Randy Thatcher, Hard ware

Business Case Coordinators by Language

Language Regional Director
Arabic Bryan Nelson
Bahasa Indonesia Jeff Lum
Bahasa Malaysia jeff Lum M
Basque Umberto Paolucd
Brazilian - Portuguese Oriando Ayala
Catalan Umberto Paolucd
Czech Christian Wedell
Danish Mats Wennberg
Dutch Patrick de Smedt
Farsi Bryan Nelson
Finnish Mats Wennberg
French ‘Jean-Philippe Courtois
French Canadian Frank Clegg
German Christian Wedell
Greek Bryan Nelson
Hangeul Charles Stevens
Hebrew Bryan Nelson
Hungarian Christian Wedell
ltalian Umberto Paolucd
Japanese Charles Stevens
Mandarin Charles Stevens
Mandarin Chinese Charles Stevens
Norwegian Mats Wennberg
Polish Chrisian Wedell
Portuguese - Iberian Umberto Paolucd
Russian Christian Wedell
Spanish (Latin America) | Orlando Avala
Spanish (Spain) Umberto Paolucci
Swedish Mats Wennberg - - e T
Thai Enabled Jeff Lum _ —= 27 =
Turkish B ~-ND o, T
ryan Nelson _ P - —
=3 < - :
MS-PCA 2557182 =
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APPENDIX A
PRO FORMA BUSINESS CASE

LOCALIZATION BUSINESS CASE: [Product Namé] Example: Word 6.0 for windows Slovenian

DATE: 10/14/%4

TO: {int] Marketing Manager, Division]

FROM: [Regional Director /Requestor, Title and Subsidiary)

CC: Intistra [Davidbr Team] B
SUBMITTED: [X] During planning cycle | ] Outside planning cyde

[X]-Meets multiplier | ] Strategic [ ] Change delta [ ] Change localization level

APPROVED: {X] YES [ ] NO

BUSINESS CASE INFORMATION: Completed by Requestor.

Previous localization: [ ) Yes { ] No Cost

Localization level: 1[ ]Full localization $450,000 (from database)
2{ ]Localized software, doc, help, few add-ins $250,000
3 [X] Enabled, localized box/doc $100,000
4] )Enabled $50,000

SKUs: [X] Retail 5.25” [X] Retail 1.447 [ ] Upgrade [X] Competitive Upgrade

[ ] Academic Edition[ ] CD ROM

REVENUE OPPORTUNITY: Completed by Requestor. Over product lifecycle of 18 months.

English net revenue without localization:

First 12 months English 500 $300.00 $150,000
Rest of lifecyde English 1,000 $300.00 $300.000

English net revenue without localized product $450,000

English net revenue with localization:

First 12 months English 100 $300.00 $ 30,000
Rest of lifecyde English 500 $300.00 $150.000
English net revenue with localized product  $180,000

Localized product net revenue:

First 12 months Slovenian* 1,000 $350.00 $350,000

Rest of lifecycle Slovenian 2,000 $350.00 $700,000
Net revenue of localized product $1,050,000
English + localized net revenue: $1,230,000

*Breakdown forecast per market for languages with more than one market i.e., Spanish.

venue i du $780,000
[English + localized net revenue] - [English revenue w/o localized product]

Net Revenue Multiplier: [multiplier] = [incremental sales] divided by [localizationcest] ~ ——
78 = $780,000/$100,000 o T TR
Metric (78] >=multiplierof5? (X]Yes{ JNo 3 . - =
'If multiplier > 5, then proposed localization increases corporate profitability: - i;*’;: é: S -
HIGHLY MS- :
CONFIDENTIAL PCA 2557183 .
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APPENDIX A: Pro Forma Business Case Cont’d
Market Information and Strategic Rationale

MARKET INFORMATION: Market info derived from localization database.

Eastern Europe (list box)

Region:

Market Slovenia (list box)

GNP growth: - 50%

Per capita income: $ 15,000

Population: 2,300,000

# language speakers: ' 1,000,000

PC (InteD) installed base: 75,000 PC growth rate;

PC installed base - networked: 25,000 PC networked growth rate:
PC installed base - home: 5,000 PC home growth rate:

# Windows: 30,000 .
# MS product English version: 1,000 '
Piracy rate: 40%

COMPETITIVE ENVIRONMENT: Completed by Requestor.

Competitor: Lotus AmiPro

Competitor product localized: {1Yes [ INo

Competitor product localization level: (11412IX)31[ )4 .
Top competitor local product units installed based: 10,000

Top competitor market share: 20%

Features, add-ins required to be competitive: Slovenian font styles

Timing issues, need by: Spring 95 Trade Show

STRATEGIC NEED: Completed by Requestor.

If strategic product, describe rationale and major opportunities.

MARKETING AND SUPPORT: Completed by Requestor.

Briefly describe marketing plan for product

Support plan for product
List those involved in marketing and support for product ‘ ’_:'.::-.; ST -:E
Name Title L Time 3. =
MS-PCA 2557184
HIGHLY :
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APPENDIX A: Pro Forma Business Case cont’d
Localization Planning and Metrics Information

LOCALIZATION PLANNING/IF APPROVED: Completed by Product Division.

US release date: 1/1/95
Target Localization RTM date: 4/1/95 Delta: 90 days
Localization start date: 12/1/%4 (if approved)

[X] Dublin { ] Redmond [ ] Far East[ ] Other:

Localization site:
Manufacturing site (PEARS confirms) [ ] US [ Jireland | ] Singapore [ ] Australia

: { }Mexico[ )Brazil [ ]Japan [ ]Korea [ ]Taiwan
Will be reviewed: 1/1/96 Mid-year ‘

POST LOCALIZATION METRICS: Completed by DavidBr Team.

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

Actual release to manufacturing: 3/20/95 Actual delta: 80 days
"Product released on time: [X] Yes [ ] No # days off estimate:

Product actual cost $100,000

Product sales to date: Projected Actual

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

Actual annual rate: 1,000 units $350,000 400 units $140,000

Product meeting sales target [ 1Yes [ }No

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

MS-PCA 2557185
HIGHLY
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To: February 1995 WWRDM Auendees -
From: R.J. Herbold

Date: January 25, 1995

RE: Market Dynamics

The purpose of this document is {0 review the market dynamics of the personal computer business
and to forecast the implications of these key trends in the deskitop applications area Also, we
review our pricing practices and discuss what those practices have generated in the past year and
what we believe the future may hold in the price/revenue area.

BACKGROUND - In recent years, there have been several major efforts to do a better job of
quantifying the market dynamics of our categories of business. Recently the Desktop Application
Division (DAD) has developed a very thorough model that we hope to reapply in other divisions. It
does an excellent job of isolating key measures, enabling us to develop a forecast for the future that
is far more factually based than we have ever been able to accomplish before. We will review that
model and discuss the short-term implications.

Additionally, our pricing practices have become fairly complex. While Select was cerainly a
successful step forward in standardizing our approach with major customers, it is complicated
Most importantly, our current pricing procedures have caused drastic changes in the way people
are purchasing our products. This has generated a very significant decrease in our revenue per unit
and that trend could continue in the future as people leam how to take best advantage of our
pricing structure. We review what has occurred recently and estimate what may happen in the
future. ’ :

KEY MARKETING TRENDS - In early 1994 the DAD organization worked with a highly skilled
consultant in pulling together 2 variety of data sources. The purpose was to develop an overall
model of the market size of not only the PC business, but also key software components such as
spreadsheets and word processing tools. .

The consulting firm used here was Intemational Planning and Research (IPR), headquanered in
Philadelphia. This service is used by most of the hardware manufacturers such as Compag, Apple,
IBM, Intel, etc. They primarily track and forecast woridwide PC hardware shipments and market
shares. For Microsoft. they are providing a forecast of PC shipments, operating system (OS)
installs, and word processing (WP) and spreadsheet (SS) installs. To do this, they have developed
algorithms and incorporated key judgments that have been developed over 15 years of experience.
Naturally, the validity of this system depends on the breadth and quality of the data sources and
none of these forecasts are perfect On the other hand, this work is clearly the best we have been
able to achieve in developing a sound quantitative model for forecasting these important trends.

THE_PC FORECAST METHODOLOGY - The PC forecast begins with the development of o
population estimates by market segment (number of employess, schoals, households, ®Ic.)-- Next— -~ ™=
'PC penetration rates are applied to the population counts (o calculate the size"of the P pegetrated - =
‘population. Then an estimate of the average number of PCs per penetrated populariog Ry Nied 107

- S = - -

compute the installed base of PCs. =2 E .. T
e - ' =
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The PC installed base grows through time as a result of population growth, changes in penetrauon
rate, and growth in an average number of PCs per penetrated population. These growth factors are
effected by industry events such as new products and price changes as well as overall economic
climate. IPR estimates these impacts for each market segment (business, education. govemment,
home). PC units shipped to end customers arc calculated as the sum of the changes in the installed
based plus the number of existng PCs that are replaced with new PCs . PC replacements are
computed by multiplying the previous year's installed base by an estimated replacement rate
(which is also impacted by industry events and the overall econamic climate).

SQﬂA&E_EQBE_CAS_'DN_G - A software forecast is developed afier completion of the PC

forecast. Whﬂeopcmﬁngsysmmmsmnsmmkedandforacasmd.wtwinmtfocusmthax
element here. Instead, we will focus on spreadsheets and word processors.

Software package installs are the sum of three components:

1. Software installs which are system related; that is, those packages installed at the time
ofmcpurchaseofmcoomputcr.or:uapoimintimemmcfumrtwmnthcsysxcmsxiu

has no packages in that software category.

2 Additional software installs which are non-system related; that is, those packages
installed onto an existing computer that has one or more packages of this category

already installed.

3. Sofrwarcupgradesudﬂdxarcnm—sysmnrdawd:mazis.amwvcm'onofasoﬁwarc
package installed on an existing computer.

There are three paralie]l software replacement COmponents. The software installed base by
soﬁwammtcgoryalmemdofapcriodequalsmcsoftwaminsmncdbascatﬂnbcgimﬁngofuw
pcﬁodplusmcsmnofmemstanaﬁonsminusmcsumofmcrqiawmm Each of the estimated
mmcsoﬁwmhwmnwmponunsbngmdnmsoﬁwmmgorymspmhnOmvumcmm
(legal versus pirated). Finally, lcgalinstausarcmultiplicdbyanavcmgesellingpdcctocompum

software revenue.

We should point out that while stimmmmadcbcmbyoutsidecxpcnsmamaslikepi:acy.
second home-machine dynamics, what happens when old machines are passed on, etc. they are
certainly not perfect and we plan to work 1o better understand these things. ’

Analyzing all of the resulting data. the following are the key findings:

L. The US is fully sarurated with word processing and spreadsheets on existing PCS. Both word
processing and spreadsheets have exhibited flat penetration rates for the last couple of years.
Overall word processor penetration has remained near 75%; that is, on average there are 75 word
processor packages for each 100 installed PCs, including pirated packages. Overall spreadsheet
penetration has remained near 50% for the last two years. It’s clear from this damthat saturation—
for a particular type of software package can occur before penetration reaches 100% 0% -

-
<

- installed base of PCs, Between the end of 1989 and end Of 1993 the — X
workplace PCs increased by 12 million and home PCs by 13 million, totaling 25 million.~ These

ST HIGHLY
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increases were new PCs in some situations and addinonal PCs in others. These increases generated
demand for 19 million word processor (WP) packages and 14 million spreadsheet (SS) packages.
Importantly, pirates siphoned off about 40% of this new demand. leaving 11 milbon WP packages

and 8 million SS packages for legal sale over this penod

We esumate that.an additional 9 million (5 million legal) WP packages arnd 7 million (4 million
legal) SS packages were acquired as version Or compettve upgrades.

3. ft accounted for a large share of the legal f both WPs an . Specifically,
Microsoft sold about 5.5 million WP packages or a share of 35% of wotal legal sales of 16 million.
Microsoft sold about 4.5 million SS packages for a share of 38% of the total legal sales of 12

million

M&mm;umgmmm Speaﬁcally. about 62% can be armbuwd W

growth in PC hardware; primarily the 25 million PCs added to the installed base. About 24% can
be atmributed to Microsoft’s success with Windows; that is, the market’s acceptance of it as a
WP/SS platform as well as Microsoft’s high share of Windows applications. The remaining 14%
is accounted for by share pattems for each operating system platform (extra high early share on |
Windows, rising share on Macs) and other normal software chumning. ‘All of this is summarized in )

Exhibit I.

Note that Exhibit I shows that 1954 has been a phenomenal year for Microsoft; a 2 million unit
increase in new WP/SS units, primarily due to market share gains rather than the impact of growth
in the installed base of PCs or the adoption of Windows.

5. We esti i net i in % in
ith i 44% i i The shift toward Windows was nearly

complete by 1993 (72% of WP/SS packages sold in 1993 were for Windows, rising to about 82%
in 1994. This 10 percentage point increase is about half as large as the increase between 1992 and
1993). Microsoft market shares of the word processor and spreadsheet markets are provided in

Exhibit I1.

1994513rgesharcgamsbyb/ﬁcmsoftmnothkdymbcmp&md. Weeemmlyhopcmeyco\nd
be, but we need 10 be somewhat realistic here.  Also, it is not likely that other forces of strength
that accounted for Microsoft’s growth for 1994 will reemerge in the period ahead. The shift 10
Windows ‘95 will not have the same impact as Windows 3.x had on Microsoft’s sales, almost
regardless of how many PCs adopt Windows ‘95 since Microsoft's share of Windows 16 bit apps

is already so high. This is seen in Exhibit ITL

,mmm_aumimm_s Onmcod\crhand,tbcmcafd\angcxslcvdmgoffmdwewﬂl

hkdydmlunmdnpmoda!mdau&ngaduﬂutmdnnumbaofmwmmigwﬂ~,»

processors and spreadsheets. These mends are seen in Exhibit IV. Itsunpormnttom-}!ntﬂn

- business market is far from full PC saturation (flat PCs per population), but it is rclax}wly amnr
(60% replacement). “Keyboards™ per “white collar” employee is about 76% in maﬁr L
segments. About 70% of “keyboards” are already PCs. - T

HIGHLY
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The home market is less mature (34% replacement) and we will capture a large percentage of the
net addiuons to the PC instalied base. The PC growth in the higher income classes 1s being dniven
by increasing the number of PCs per household, where piracy risks are likely to be great Home

PC data 1s in Exhibit V.

POTENTIAL OPPORTUNITIES - There are some factors that could ‘temporarily elevate
Microsoft growth versus these forecasts. For example, adopdon of Windows ‘95 could generate a
lot more replacement activity and we need o do whatever we can to encourage this.

Piracy is a huge problem. If we could come up with ways to make progress here it would have big
revenue potential  Also, there may be larger increases in the PC penetration levels. Again, we

need to do whatever we can to encourage this.

THE FORECASTS - Using the methodalogy that we have briefly described above, we provide
here the estimates of PC hardware in the US as well as word processor and spreadsheet volumes.
We will not go through the intricate calculations here but instead simply provide the final forecasts.

Concemning PC hardware, while we saw a 26% increase in PC shipments in 1993 and 11% in
1994, the estimates for 1995 and 1996 are 9% and 7.5% respectively.

Concemning word processors, while total market growth rates of 21% and 12% were experienced in
1993 and 1994 respectively, the estimate for the next two years is +6% annually for both years. If
we basically holdoursmrmwithcxisdngwoxdpmcmoroﬁcringsandgctaboutam% share of
Windows 32 bit word processors (as outlined in Exhibit IIT), we forecast that our WP units would
grow about 13% in 1995 and 10% in 1996. This is a dramatic decline from the 27% growth rare

in 1993 and 51% growth rate in 1994.

Similarly with spreadsheets, the total spreadsheet market grew 23% in 1993 and 8% in 1994. The
estimates for the next two years are +9% per year. Again, assuming we basically hold our shares
with existing spreadsheet offerings, and get about 2 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 tools have been very valuable to us in bringing discipline to the
complicated subject of selling our software to major accounts. 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 lead us with respect to dollars per license and the “mix” of
revenue by pricing option.

In Exhibit VI we show what has occurred during the first six months of 1994/95 versus a year ago
with respect to dollars per license and license mix. We see that dallars per license have decreased
28%: from a level of $351 per license to $252 per license. Importantly, actual number of licenses
hasincn:ascdlzl%vexsusayearagoandmmhasledman:vcmcinatzscof+59%. Net, while

wcmaxrmdapﬂoedecrcaseonS%acmourlinc.mishasledmamajorgainixrmmgtm-ﬂ——

and the number of licenses sold versus a year ago and a healthy revenue increase (+59%)° 37

Using these trends from the past year, we can forecast what might occur a-year Wnéﬂﬁ

respect to our price and license mix. Such a forecast is seen in Exhibit VIL. We have asaggied.a’

profile for license mix for the first half of fiscal year 1995/96 that reflects recent trends. with the

HIGHLY 2557190
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key changes being a further decline in FPP and a further increase in Select and academic. The
other changes are faidy modest  Assuming a 10% decrease in dollars per license as customers lake
best advantage of the various types of purchase opuons, and using this new license mix profile, if
actual number of licenses only increase +20%, we would see a revenue decline of -3%. Hopefully,
we will see a larger increase in actual number of licenses sold. As noted on the bottom of Exhibit
VIL, if we experience a +40% increase in licenses, our revenue would increase about +13%.

Net, we are probably going 10 be in for a significantly different type of year in 1995/96 with
respect 10 Office. Namely, we will be impacted by the saturadon levels discussed early with
respect 0 hardware and word processor and spreadsheet penetraton, This coupled with our
pricing schemes could make it a challenging year from a revenue perspective with respect to

Microsoft Office.

QVERAILIL ASSESSMENT - Stepping back from all this, we need to make sure we keep strong ~
pressure against selling our Office and individual word processor, spreadsheet, etc. applications.
We should not make these estimates seif fulfilling prophecies! Our job is to overachieve in these
areas! On the other hand, given our aggressive revenue goals, we need to make sure we are very
successful with other elements of our line such as BackOffice and Consumer. It's very important
that this be reflected in our up front planning as we tackle our business for 1995/96. .

We look forward to our discussion of this material at the WWRDM.

RJH

ol - " o -

MS-PCA 2557191
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1991
1992

1993
1990-93
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Exhibit I

Microsoft’s Combined WP/SS Sales

WP/SS Units

1,067.000
1.977.000
3.018,000
3,974.000
10,036,000

6,162,000

5
8

85%
53%
2%

54%

Microsoft Confidential

Major Factors

Windows, PC Growth
PC Growth
Windows
PC Growth (62%),
Windows (24%),
Other (14%)

Share Gains in Windows

MS-PCA 2557192
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1990
1991
1992
1993
1954
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Exhibit II

Microsoft Market Shares of Windows WPs and SSs

Ward Processors

88%
57%
50%
47%
62%

Microsoft Confidential

Spreadsheets .-

98%
77%
54%
48%
65%

MS-PCA 2557193
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" Exhibit I

Microsoft Word Processor Market Shares

1990
1991
1992
1993
1954
1995
1996

DOS Winlé  Winl16- Estimated
DQS Win 32

6% 88% 82%
6% 57% 51%
6% 50% 449,
5% 47% 42%
4% 62% 58%

63% 73%

63% 70%

MS-PCA 2557194
HIGHLY
CONFIDENTIAL
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Exhibit IV
New PCs and Addidonal *PCs

Yeur Bus Govy/Ed Home Total FHome
1990 1758 648 2511 4917 51%
1991 1375 713 2819 4907 ' 58
1992 . 2585 1025 3440 7050 49
1993 2811 1246 4321 8378 52
1994 2587 1140 4932 8658 57
1995 2293 1066 5234 8593 61
1996 2115 1009 5200 8324 63

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

- oo - .
COPOT R 1) L. - v e

pary
S me Tm
R

MS-PCA 2557195 . =
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Exhibit V
The Home PC Market

Year New Home PCs Additional Home Home Total % _Adds
PCs
1990 1.500.000 1,011,000 2511,000 40
1991 1,703,000 1,116,000 2,819,000 40
1992 2,307,000 1,133,000 3,440,000 33
1993 2.807.000 1,514,000 4.321,000 35
1994 2,707.000 2.225,000 4,932,000 45
1995 2.589.,000 2,645,000 5,234,000 50
1996 2,409.000 2,791,000 5,200,000 54
_ MS-PCA 2557196 —
HIGHLY
CONFIDENTIAL
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Exhibit V1]

Microsoft Office

Price and License Mix Shifts

Licenses

Price Option
Competiive Upgrade
Special Agreement
Academic

OEM

FPP

MLP/MOLP (STD)
Select (STD)

Total

$ Per License

Price Option
Competitive Upgrade
Special Agreement
Academic

OEM

FPP

MLP/MOLP (STD)
Select (STD)
Average

License Mix

Price Opti
Competitive Upgrade
Special Agreement
Academic

OEM

FPP

MLP/MOLP (STD)
Select (STD)

Revenue in $ Thousands

Price O
Competitive Upgrade
Special Agreement
Academic

OEM

FPP

MLP/MOLP (STD)
Select (STD)

Total

Worldwide Data

FY$4-HI FY95-HI % Change
215 688 +220%
54 187 +246%
36 274 +661%

6 96 +1.500%
486 494 +2%
185 246 +33%
64 327 +411%

1.046 2313 +121%

FY94 - H1 FY95 - H1 % Change
252 229 9%
172 139 -19%
200 100 -50%
333 137 -59%
428 400 -7%
352 332 6%

- 331 243 27%
351 252 -28%
FYo4 - Hl1 EY95 - H1
21% 30%
5% 8%
3% 12%
1% 4%
46% 21%
18% 11%
6% 14%

EY94-Hl  EX95-HIl

54,158 157,657
9.392 26,125
7,178 27,387
1968 13,152
207,748 197,563
65.112 81,719
21128 79.516
366,684 583,119
Microsoft Confidential

% Change
+191%
+178%
_+282%
+568%
5% .
+26%
+276%
+59%

-~

MS-PCA 2557197 —
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Exhibit VI
Microsoft Office
Price and License Mix Shift

Worldwide FY96 -

H]1 Forecast

Acrual FY95 - H1

Assumed FY96 - H1

Price Opuon

Competitive Upgrade 30% 30%
Special Agreement 8% 10%
Academic 12% 14%
OEM 4% 6%
FPP 21% 10%
MLP/MOLP (STD) 11% 9%
Select (STD) 14% 21%
Licenses

Price Option Actual FY95 - H1 FY96 -Hi*
Competitive Upgrade 688 832
Special Agreement 187 277
Academic 274 388
OEM 96 167
FPP 494 277
MLP/MOLP (STD) 246 250
Select (STD) 32 583
Total 2,312 2,774

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

€ Per License

WMM.M

Price Option

Competitive Upgrade -10%

Special Agreement 139 -10% 125
Academic 100 -10% 90
OEM 137 -10% 123
FPP 400 -10% 360
MLP/MOLP (STD) 332 -10% 299
Select (STD) 243 -10% 219
Average 252 227

Revenue (License @ $ Per License) in % Thousands

Price Option Actual FY 95 - H1  Estimated FY96 - H1 Zq_ChaA=_

Competitive Upgrade 157,657 171,392 Uy se- -

Special Agreement 26,125 34,625 +33%

Academic 27,387 34,920 +28% - —

OEM 13,152 20,541 +56% 1T =

FPP 197.563 99,720 50%- = % =

MLP/MOLP (STD) 81,719 74,750 9%

Select (STD) 79.516 127,677 +61% ‘_ MS-PCA 2557198

Total 583,119 563,625 -3% HIGHLY ,

. ' CONFIDENTIAL

— . Note: Ifactual licenses increase by +40% versus the +20% assumed above. 1otal revenue grows by +13%. i
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11994 SIMBA research .

To: February 1995 WWRDM Attendees

From: Bill Miller
Date: February 2, 1995
RE: The Microsoft Network WWRDM Backgrounder

1. Introduction and Executive Summary

This document covers the marketing stategy and plan for The Microsoft Network. In particular, it will
describe the opportunity and impact on our field organizations for FY96 including preliminary staffing
and revenue budgeting recommendations.  Specific strategies for End user, SMORG. LORG and markets
uulizing the sales force, product marketing, Solution Providers and the channel will be discussed.

The online market is growing rapidly and is projected o be a two billion doliar market’ within five years.
This opportunity has attracted new entrants including ATT Interchange and Europe Online (based upon a
technology agreement with ATT). Microsoft will enter this business during QI/FY96. MSN will compete
directly in the online services business against players such as CompuServe, Prodigy, America Online and
the new entrants. There are also new services planned specifically for large and small organizations that
we will compete with including AT&T Network Notes and InternetMCL Within the next three years, the
revenue impact will become significant for Microsoft. However, during FY 96, customer acquisition and
developing Independent Content Provider’ (ICP) relationships will be the primary goals for the ficld
organization

Access to The Microsoft Network will be a feanure of Windows 95. Our primary marketing goal is to
acquire and retain a large number of subscribers. To that end, we will first build a vibrant electronic
community utilizing a set of basic communications and information services. The basic services include
email, BBS and Internet email and newsgroup access, chatting, and a base offering of news, sports,
financial market and weather information. Additionally, MSN members will be offered access  an array
of extended services such as branded information, entertainment, and shopping provided by Microsoft and
Independent Content Provider companies. Many of these extended services will be built with a new
development system - code named Blackbird and available in FY96 - which is an advanced publishing
system for developing rich multimedia services for the MSN online environment. .. .

MSN services will be targeted at end-users at home, in small businesses, and in large organizations. We
expect that third parties will provide a wide range of information and services targeted at these customers.
This includes many Microsoft large accounts who will use MSN as a tool to communicate with and
provide information to their channels and customers. To insure that MSN is able to deliver arich,
valuable, and credible offering the MOS team has put a special focus on some specific customer segments.
The planned focus segments (we call them beachheads’ ) are 1) the Microsoft enthusiast customer
(depends upon Microsoft products and always wants to know the latest), 2) the PC information and
support seeker, 3) the small office/ home office customer, 4) families with children in elementary and/or
junior high school, and 5) the hobbyist. Other market segments will find value in MSN and we will
support third parties who will provide information and services beyond these beachheads. .-~

Because of MSN's wide availability and communications focus, we expect that large and medium
organizations will want to use MSN as a communications tool for their own purposes (¢-g-,
communicating with their sales force, channels and customers). MSN will provide our LORG customers
with 2 managed alternative to creating an independent BBS or putting up a World Wide Web server
which we call 2 MSN forum*. Late in FY96, new services will be inroduced providing more
comprehensive, back-end, LAN connection services targeted at large organizations. These organization
services® will interoperate with the Microsoft Backoffice (including Catapuit) and Exchange products.

The MSN marketing plan, product features and the Independent Content Provider and beachhead plans _

are available on \\whitesox\mktpublpians. -
N HIGHLY

? See MSN Terms - Section 9 .

’See MSN Terms _ MS-PCA 2557200

*See MSN Terms
$See MSN Terms

msn.doc Microsoft Confidenual - Page 1



2. Channel Strategies

2.1 LORG and the sales force

Large organizations will want to use MSN as a tool to communicate with, market to and support their
customers and channets. MSN will enable companies to publish product information, maintun private
BBS services for their channels, and sell product via email forms based systems. The sales force will be
trained and provided with tools to promote private (access limited to an approved list) and public MSN
forums. An annual fee soucture is being developed and MSN forum space will be sold to LORGs by the
sales force. Additionally, the sales force (for all channels) should direct organizations interested in
creating an MSN forum to the MSN developer and design conferences planned for both the US (May 95)
and Europe (date TBD).

Late in FY96, new services are planned that will be specifically targeted at LORG and SMORG. These
services will extend customers LANSs © connect direcdy to the online world. These will run on Backoffice
and provide: administrative control so that IS can manage what MSN services are visible and available;
local replicated darastore of selected MSN information; and internal publishing capabilities based upon
Blackbird. The sales force will be able (o use these planned capabilities as another reason for accounts to
standardize on Microsoft Backoffice. This effort will be supporied by the SE’s supporting Exchange who
will be trained on this strategy.

Large accounts will also want to use MSN internally as a source for PC suppor and information from
Microsoft and other vendors. Corporate account billing will be avaitable (while end users will pay for
subscriptions and usage with credit cards or direct debit.)

2.2 SMORG and Solution Providers
OncofthcgoalsofMSNiswpmvidesmaﬂorgarﬁmﬁonsﬁﬂxsaviwsMgmemﬂymoMyavnﬂable

in large organizations with infrastructure and scale. Wide area Email and BBS communications for. . . . .
internal use, interacting with suppliers, and to support their channels without capital investment or

technical support are available on MSN. Additionally, business services from third parties are being
developed and will provide a range of services including: database marketing, legal, accounting, printing,
information dambases, etc. A complete description of the plan is found in the SOHO (small office/home
office) beachhead plan found on \whitesox\mktpubiplans.

SolutionpmvidexswillwannouseMSNasatooltoprosped.sdlwandsupponmdrwswmexsand
should be sold MSN forums for this. Some Solution Providers will also be used to provide various
services to ICPs including: Blackbird design; backend database integration consulting; forum setup and
maintenance; email forms based order systems development; 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 Windows 95. The main opporuunity for retailers and the
distributors will be to use MSN as a tool to better run their businesses. This includes the same _
applications described above - to communicate with, market to and support their customers and channels.
MSN will enable distributors and retailers to publish product information, maintain private BBS services
for their customers, and sell product via email forms based systems. o

Online shopping for software will be possible before online delivery is practical (generally 2)_11})_«51!1211 add ] :
in products will be practical to deliver at dial-up modem speeds.) Therefore, some of ourretagterSwill . _ =
begin experiments in online selling in FY96. o -E
MS-PCA 2557201
HIGHLY
CONFIDENTIAL -
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The reca sades force will be responsible for selling MSN forum space to retailers for both shoppwng and
comununicanons and support applications on the same terms and in the same way that the sales force will

10 LORGs.

2.4 OEM

The OEM sales force will have the same opportunities to seli MSN forums 1o OEMs for the same
applications as other channet parmers. Additonally, for larger OEMs, MOS markeung people are
recruiting them to run information, support and marketing areas for their customers as part of the “the PC
infonmation and support seeker” beachhead. For key OEMs we will waive the MSN forum fees.

3. MSN as a Microsoft tool

3.1 Online Product Support Services
Local PSS services will be delivered via MSN as per the PSS plan.

3.2 Marketing information and communication

In addition to PSS support services, Microsoft will have a coordinated set of services and information
available for customers. Each product and service group in Redmond is planning to provide a set of

services for the channel and customers on MSN. This includes product information, knowledge base and :
PSS support. Add in products like macros, templates and clip art will be available for download and MSN
will be used to get direct customer feedback. This effort is being driven by Stevewil in the MOS group

who is working with the groups responsible for Microsoft communications to our customers and is

desailed as a part of the PC_indus.doc plan found on \\whitesox\mktpublplans.

Subsidiary marketing should pian to extend these areas with language and local market specific
information, local newsleaers, price lists, and other information can be posted to location specific BBS
and download read only areas or, be added to the product areas. The Sysop® management of marketing
informarion 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 acquire the maximum number of Windows 95 customers as
subscribers o MSN. Given modem penetrations, telecommunications charges and differences in ICP
provided content, the US should attract and retain the highest percentage of customers followed by
Europe. The goal is to get a high percentage of Windows 95 customers to ry MSN's free offer. The mal
percentages are as follows: 15% in the US and Canada, 10% in Europe and 5% in ROW. The '
subscription goal is to get 60% of those who trial to subscribe.

Revenues will be forecast by each subsidiary and will come primarily from customer subscriptions and -
hourly usage during FY96. 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 projected at $165M for FY96.

MS-PCA 2557202

¢ See MSN Terms - . HIGHLY
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4.2 Recruiting Independent Content Providers

Extended’ and base services will be developed for MSN by publishers, retailers, service businesses and

others. In FY96 the sales force will recruit these third parties for MSN as a part of the overall sales

mussion. Currenty recruitment and management of these relationships is done worldwide by MOS swaff
(Johnwil and Alex Knight organizations in US, Gerardb organization in Europe.) The MOS group will

continue to staff personnel in EHQ and Redmond and add heads to support the ROW who will support

these selling activities with marketing materials, demonstrations, multinatonal agreements, (erms o
negotiation and approve non-standard terms.

In addition to organizations that Microsoft currently has reladonships with (currently Microsoft
customers). the volume of interest from other third partes is very high so, the MOS team has
implemented a program o “automate” the relationship with potental third parties who want 10 be on
MSN. This includes email (MSNINFO@Microsoft.com) and faxback (1/800-4MSNFAX or 908/885-
6439) services for information about how to work with the MSN and developer and design conferences.

4.3 FY96 Staffing Requirements

End user marketing programs will need to be implemented in local markets including PR, promotion, ICP
co-marketing, local sales training and support, pricing input, and events. An MSN product manager(s) is
recommended in each of the major subsidiaries and regional offices. The MSN product manager will be
responsible for the development and implementation of local programs. This person should work closely
with the local Windows 95 product manager and the MOS intemnational product manager (Mauroc).
Additionally, SE's will be necessary to support the sales and marketing efforts. These heads will be hired
by and report to local subsidiary management and take strong direction from MOS management.
Recommended staffing levels are shown belowin Section 11.

The OCU sales group will be trained to integrate MSN organizational services into their marketing and
selling, but we will not add dedicated heads in OCU. MOS will add a small number of heads to support

OCU selling.

5. MSN Marketing

MSN access will be a fearure of Windows 95 therefore, the primary customer acquisition tool will be the
offer made to new Windows 95 customers during setup. MSN marketing will be a part of Windows 95
messaging and additional MOS specific programs will be implemented to attract and retain MSN
customers. A quick feed direct mail program will be initiated to offer MSN to customers who don't trial
soon after registering Windows 95. Co-marketing programs will be developed with third parties to target
their current customer base. The MSN marketing budget for the subsidiaries will be a percentage of the
Windows 95 marketing budgets .

6. MOS Contacts

European business development: Gerardb, EHQ

Beachhead plans and ICP factory: Johnwil

International marketing plans, pricing, local access coverage: Mauroc

News, Weather, Sports, Stock content  Keithro

Sysop recruitment. Robmich

Customer service and support: Georgeme - o

Organization Services: Dianam T i =
- i

~mm aa s o

-
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7. Customer Support

Customer. service, product support and billing
services are described below. These groups wi
berween PSS and these organizations as appropriate.

will be outsourced for MSN. The vendors supplyung these
1l interface with Microsoft PSS and cails will be referred

Customer Service
MCT’s Business Markets group will provide customer service for MSN members in North and South

America MCI's primary responsibility will be to support in-bound customer service calls and MSN on-
line messages. The cali center will iniually staff approximately 125 Microsoft Service Professionals
(MSPs) offering 7 x 24 coverage.

Decisions Group will provide customer service for members in England, Scandinavia, the Far East, and
other English speaking and minority languages from their facility in London, England. They will also
provide Technical Support for certain small volume languages.

0
Merit Communications is a sister company of Decisions Group and is located outside Brussels, Belgium.
They will be providing customer service to the rest of Europe and is managed by the Decisions Group.
Between the two companies, they will provide service to 33 different countries in 18 languages starting
with 65 MSPs between the two sites. Given the time zones covered, they will effectively have a7 x 24
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. Corporate Software already provides technical support for many Microsoft applications
including support to Microsoft Ltd. from their Dallas facifity. Initially, they will have approximately 30
support people in Dallas and 15 in Leiden. MSN tech support will be a toll call.

Billing Services

Microsoft Network will be priced in 19 different currencies. We will offer two billing options, credit
cards for most consumers and direct billing for Corporate Accounts. We are contracting with
NABANCO, the largest credit card processor in the world to provide authorization and collection of credit
cards. They will be able to provide the local currency processing we require. Corporate 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 has developed several strategic relationships to ensure wide
availabilify 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 group has made a $125M investment in the Microsoft Online Services Partmership
(MOSP) for which they will own a 20% share in the profit and loss of MSN. This in no way affects our
strategies, ICP relationships, relations or flexibility with other carniers, or our MOS staff. :

Why did we do this? First, Microsoft — and its ICPs— gain access into TCT's 20 million homes for cable
service. Given TCI's participation in the profits of MSN, we gain a strong and highly motivated
marketing partner who will help ensure that cable is a popular way to access MSN services. Finally, the
technical solutions that we develop with TCI will help us provide high speed access from other cable
operators. Although we are open (0 other equity relationships it is unlikely that Microsoft will add

partners to the MOSP unless another unique opportunity is found. _ e
_ In January, we announced our Intemnet strategy. We announced a strategic relationship with Ugf : ;one - .
of the original local access providers (LAPs) for the Intenet. UUNET will build outa TCP, Phedpark . "
with dedicated capacity to provide our customers with the quality and reliability of service wh y:: ,\ “
expect from Microsoft We believe that our entry into this market will dramatically incrcasc_thaggc-.o -

X ¢ ;

MS-PCA 2557204
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the Internet and since the existing Internet infrastructure s wnsufficient to support our projected demand
we plan 1o increase the dial up infrastructure commensurate with the amount of wraffic our customers will
generate. The service will support up to 28:8kps modem and ISDN access. Our goal is 0 provide one
bution access to the full [nternet available worldwide (staged buildout with first availability at end of
1995) for all Windows 95 customers via MSN. We have also acquired a license for NCSA standard
Mosaic from Spyglass, which we will enhance and use to provide Web viewing in MSN and Windows 95
(note that this capability will not be included in Windows 95 and will be downloatfed to MSN customers

in late *95.)

Microsoft has previously announced agreements with AT&T, Sprint and British Telecom for dial-up X.25
network access. This UUNET agreement is in addition to those existing relationships. UUNET will be
Microsoft’s primary provider of dial-up access using Internet protocols. We may add other access
providers (local PTTs and cable operators) in the future based upon pricing and access speed but, we
believe that we have good carriage for our taunch and do not expect to add carriers/new infrasgucture
panners, except in Japan, for some time. ¢
Microsoft has also created and announced a Joint Venture with Telstra in Australia to provide MSN
services to that continent. We will consider other swrategic relationships (currenty evaluating in Japan)
but we are not actively looking for them

9. Terms

Independent Content Provider - an organization who offers a service by creating a forum on MSN.
Includes publishing, media, retail, and other types of organizations. Also called an ICP.

MSN forum - an area created by and managed by aICPora Microsoft contracted Sysop. A forum could
include product and service information (price lists, collateral, advertising, dealer lists, etc.) support
services, and support transactions for information, services and ordering goods. The ICP will pay a
“rental” fee for the forum and a percentage of revenues generated by transactions to Microsoft.

Sysop - a system operations person. Generally called a forum manager on MSN. Manages the
administrative functions of a forum and manages and drives the community of the forum (in some cases
this includes creating content for downioad Libraries, securing speakers for chat sessions and other
production). Many are paid Microsoft contractors who manage forums that MOS wants to drive 10 both
atract and retain customers. Others are employees of third parties who have MSN forums.

Beach head - a market segment that is given specific focus by MOS marketing to ensure that a critical
mass of content, services and ICPs are available for that segment.

Base services - those sexvices available for the MSN subscription price

Extended services - those services available to MSN subscribers which require additional subscriptions or
transaction fees in addition to the base MSN subscription and connect fees. These can come from third
parties including from Microsoft product groups (such as the Consumer Division).

Organization services - a set of services rrgeted at organizations enabling connection to MSN services
and administration of those services from a Windows NT server. Availability is planned for end of FY96.
Dianam is contact within MOS for more information. .

Information Provider - a term often used for ICPs who publish information as a primary business. Same

as IP.

- _ 7 Tz MS-PCA 2557205
] HIGHLY
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10. MOS Revenues

FY96 FY97 FYss
Revenue
Subscription & Connect Time $142,039 $353.241 $504,674
Net Premium Service Revenue 2,998 43,060 120,666 -
Advertising Revenue - 35,000 56,000
Total Revenues $145,037 $431,301 $681,340
Caost of Goods Sold
Telecom Charges $88,491 $194,470 $275,592
Royaltes 9,000 12,000 . 16,000
Disk Duplication Costs 4,073 1,003 © 9388
Billing & Collections 8,368 29,697 57,378
Total Cost of Goods Sold $109,932 $237,170 $349,968
Gross Profit $35,105 $194,131 $331,372
End of Period MSN Subscribers (1000°s) 1,462 2,608 4,331 :

MYy ra-- " -
L - MS-PCA 2557206 %
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11. Access and Localization

Countnes w/ Mkig SE Localized In custency in language Base
network access Heads Heads Client billing support Content
US Regions PR [ IRTRNE ETINe S R ENGL
o T pEre T e
Austna X X X GERM
Beigum X X X FRENCH
Bulgana ENGL
Czech Repubic X X ENGL
Denmark X X X ENGL
Fintand X X X ENGL
France 2 1 X X X FRENCH
Germarny 2 1 X X X GERM
Hungary X X £ ENGL
ireland X X X ENGL
haly 1 1 X X X ENGL
Luxambourg X X ENGL
Nethertands X X X ENGL
Norway X X X ENGL
Portugal X X X ENGL
Romana ENGL
: X ENGL '
X ENGL
X ENGL
X GERM
X ENGL

ENGL.

X ENGL

X ENGL
ENGL

ENGL ENGL
ENGL

ENGL

L atin R RN AR
Mexco

Venazueka

Peru

Caolombia
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Preliminary data as of January 31, 1995
(Contains FE, APAC, Europe & NA data only)

Conﬁdential
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Changes made to FE Sub presentations after 1/5/95, APAC Sub pres&’ngn s - .=
after 1/10/95, EUROPE Sub presentations after 1/17/95, or to NA ST =
presentations after 1/31/95 will not be reflected in this package. = = i =
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To: February 1995 Worldwide Regional Director Meeang Auendess

From: Joaclum Kempin
Re: FY96 Perspective and FY95 Reflections: OEM
Date:  January 31, 1995

Growth Perspectives:
After 2 slow start mto FY95, mcswondquzncnsun’nmgouttocxccodlastycars%gmmhmm

The PC industry is following more and mare m the footsteps of the consumer elecoonic industry - with

bigger and bigger bumps in the Christmas quarter. The rest of FY95 and FY96 will conanuve to sec
healthy growth rates of at least 15%, but expect different geographies to show significant differences.

1. USA
The Fed's credit policy will restrict growth to 12-15%. I am opumistic that late in FY96, we will see
large businesses finally buy increased numbers of Pentium PCs o replace low end 486s and 386s.
Consumers will continue to be the major force behind PC unit growth and Win95 will help this
tremendously by conquering new groups of novices through ease of use and most atractive titles.

2. Latin America
Expect a very mixed picture based on how the latest aurrency crisis will get worked out. Brazil,
having the most robust economy, will lead all other countries and might hit 1 million PC units in .
FY96. The buying will largely be fueled by LORGs and SMORGs and less by consumers, but great ’
Spanish and Portuguese consumer titles are a long term “must have” if we ever want to artract the

hame buyer.

3. Europe
Europe’s econamies are roaring back tw life led by Germany, which is starting to overcome it’s
unification pains. ] expect Europe o0 show 15-20% growth in FY96 in PC units, knowing that
LORGs and SMORGs have pent up demand and Eastern Enrope is still very underdeveloped.

4. Far East
a) Japan
A 25% growth in FY96 PC shipments would not surprise me. The PC, with it’s more atractive
price point, is starting to replace some Japanese word processors and Japanese companics are
fmally accepting more and more PCs as office tools. The recovery of the local economy will do
the rest to make my optimistic predictions come true.

b) PRC
As long as the Intellectual Property issues aren't gerting resolved, we will see shifting policies in

regard 1 taxation and imports, meaning our business will not prosper and we should not invest
heavily either.

c) Korea
Will remain a local market served by local manufacturers. Growth will continue to be
impressive in particular if the education market continues to grow. | expect some non-Korean
manufactrers to try harder to gain share - but doubt that they will be very successful.
Compared to Japan, Korean custom fees are too high to compete effectively.

s. uth East Asia
Willconn'nucmproduce?ﬂ%d-growmnxcs.mckcyfm'mistoﬁndawaywovacomcpincymd -
establish a good distribution network (DSPs). ‘I'hnxsakzymvmnmtmfotOEMmF%%m .

particular Indonesia and Philippines.
MS-PCA 2557271
6. Middie East
As long as the peace process continues, we will see solid growth. The oil is still flowing anddi@st.—:
countries (except Saudi Arabia) are still in investment mode. Most PCs are used for bucinaes, Key -
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for our Success is 1o connue a sensibie localizaton smategy and to be ready when the consumer
market develops (2-3 years trom now).

~3

Other countries:
a.) South Africa
Expect high growth based on pent up demand.
b). Australha
Economy and government are weak, investment climate is not very favorable. Expect 15%

growth at the most

PC-distribution channeis: .
Dcpcndmgonhowfasu.hclomlmark:snmnmwcwiumeasiﬁﬁmbuymgﬁmnlm'gcnxassmat.hmt

chains instead of resellers. At the same time, Jocal assemblers will continue to deliver 20-35% of all PCs
byprovidingaxswnﬁmﬁonandbcnaannntionxoloalamnas. Many customers are just finding out

that PCs donecdsomcbackupmpponandﬁmclmgebmndnmnemanufacnmmstiﬂiﬂchppcdw
supply it, knowing that their local sales partmers do not have the margin structure to do it for free. The
conclusion for OEM: invest even more in selling through the local assemblers and capture more “naked
systems™ and fight piracy/counterfeit operations. The two channels with limnited growth potentials seemed

to be the captive OEMs and the direct mail order OEMs. It seems o be harder and harder for them 10

amract attention. ’IhecapdchEMshavcalotofsmaﬂwﬂeswiﬁchmn‘lbeasanmcdvcssupastom .
and the mail order OEMSs seem to have reached their limits by not being able w change buying habits ’

faster.

Technology Advances:
While CY95 might stll belang to the 486 when it comes to PC volume, CY96 will see the change o

Pentums. muwﬂlpﬁochdmnsmaeaggmssivdywmmMgmwﬂIuampanymdwkwp
the lead. All other “Pentium™ clone efforts will have no significant manufacturing capacity for the next
18 months even if IBM helps out. For us this means Win96 should have some advantages when running

on Pentium PCs.

Over the next 12-18 months, we can expect significant advances in integrating sound, phone and video
technologies. This will lead to PCs being used as smart answering machines when idle, as well as video .
conferencing tools. I do not expect the conferencing solutions to be very anractive - they are either 00
‘expensive or won't have the desired sound / video synchronization as well as movie characteristics. CD-
ROM drives will get 10 4x quality by next Christmas as a standard and we will see the first re-writable
CD-ROM drives arrive at below $500 cost. This will be the start of more local CD piracy. The greatest
challenge for us will be to support all these advances well under Win95 / 96 and think through a PC
subsez definition which will enabie us 10 compete with the game machine manufactures. One of the
comerstones here is the development of better graphic sub-systems with the leading component suppliers.
WS graphic capabilities are needed at PC prices to make the PC environment as attractive as possible.

From the Desktop to Server: . :
The PC server environment will finally be the accepted standard.  All RISC architectures will be measured

against it and if they can’t prove that they have at least 2 30% price performance advantage they will

lose against the x86 platforms. With the appearance of NT and an avalanche of applications, it will be

harder and harder for RISC/UNIX platforms to compete. Key for the server buyer are reliable and

supported hardware, availability of development tools, and mtegrated applications. It takes any new - -

platform at least 2-3 years to fulfill that need. I predict that UNIX based RISC systems will continpetobe :
100 expensive and that Novell based x86 systems will not have the development tools and-applicafians . -
available. Manrring NT based X86 and RISC platforms will win in both aspects over the nex248 Ranths. . ~
Therefore, I expect more companies 1o enter this higher margin segment, but the Barriers 1o & g:‘:,\‘ -
high as long as the contenders (Compag, HP, DEC) can leverage Mrmginea'mgsmgm.‘%"—;-: ‘ ,
Today, Intel helps companies with no engineering teams to build desktop PCs. 1f they stant doing thisfor
servers as well, we will see a very fast margin deterioration which means a great support infrastructure - ;
oem.doc ) -~ Microsoft Confidennial HIGHLY Page 2
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will determine the sales success. Expect all contenders to work this very hard and provide case of
inswatiation as well as backup support in a way the clone manufacurers can't deliverit

RISC vs x86
After the [BM PowerPC hardware debacie, I do not believe that [BM can pull off a PowerPC muracle

during the next 18 months. Apple’s continuing non cooperanive behavior, a very foggy OS smategy and
lackluster ISV support will make IBM's PPC strategy continue o fail trough FY%6. MIPS will conunue
10 be insignificant but Alpha will increase it’s presence in the server market. This is where PPC mught
score some points as well, long before it gets recognized on the desktop. In both cases, we are well
positioned with NT and BackOffice to take significant share. In OEM, we will continue to work with
soluton provider OEMs mchsavastopmrnomNTa:\dBackOfﬁoesotuuonsand direct them
work with the MS field offices primarily when it comes to Jocal sales and cooperation. In a nutshell, no
breakthrough is expected on the deskiop for RISC systems. Appie will continue 1o shift it's user base and
complement it's effort by licensing no-name companies who won't be able w compete on price,
technology or distribution (most important). '

While IBM will try hard and fail, not having a viable desktop operating system for PPC, we should expect
a lot of hype and hope, so we in OEM will continue to preach reality.

Nevertheless, some OEMs might get empted 10 jump in the water as we know from Taiwan. Some of
them will start offering (at least on the server) “dual socket™ machines, which would accommodate a

Pentium or a PPC-CPU. This might be a good hedging tactic an the server, but on the desktop, the costs

are probably prohibitive to pursue this.
Last but not least, I expect the PPC to debut in a lot of PDAs probably based on an IBM micro kemel, if
they can get the size right Unfornmarely, we do not have a competitive product for these customers and |

hope that our revised WinPad 96 project will enable us to defend our nf.

Windows 95/96
This is by far the key event in CY95 and beyond, no expectations needed. The successful inroduction of

dﬁsproductreqmmmwmkfmmalotofpeoplcm_MS:

Product group great and reliable product

ISV relationship more ISVs to Win32 API

E/U 10 create a memorable laimch event and create
demand

ORG more LORGs o Win32/Win 95

OEM make sure sufficient numbers of preinstalied systems
will be sold through the OEM channel

Where are we on the OEM plan?
Marketing De ment A ent (MDA).
Understanding that the product would be late, we decided to offer approximately 70 OEMs a frame
work in how to support Win95 in the market place.
Mxm goals:
Build great Win95 PCs
- PnP Bios
- Win95 add on cards
¢ Promote the Win95 idea in public
- Show compliant hardware at radeshows .=
- Tell your customers you are doing the right things to make yourPCS"work well mdnws

-

- Use our logo to label these Win95 PCs LT B
= -

* Build a support infrastructure for Win95

- Tram your support people
- Train your sales and marketing people co HIGHLY

oem.doc — Microsoft Confidental Page 3
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Knowing that the mdustry has no margins of eIror left, we generated an incenuve program thm’}’ we
would allow these OEMs to improve therr Win93 pricing if they cooperate with us and put tn the crxorr o
do what was required.  As of wday. nearly all OEMs signed the MDA after some early resistance, and
whal 1s more important, they are workang with us w generate the right hardware and public awareness.

Licensing of Win93
We will kick this off 2/15/95 and I am sure it will be scruunized as the MLDAagrwncm was, so here

is your briefmg:

The goal in licensing Win95 o OEMs in pot o replace all Windows and WEW licenses with Wing5s
licenses as fast as possible. Based on fust feedback, we expect this to be a,12-18 month process,
whereby a slower adaptation through the OEM channel should create some profitable retail upgrade
business. Consumer systems will be converted faster than LORG systems, reason bemg: LORGs want
Win32 Applications more than ease of use. Knowing that this will be a2 ame delayed adapauon in
the OEM channel like Win 3x was, we still don’t want anybody to say., “Win95 adoption is slow™.
Our message should be, “we will convert these OEM systems as fast as possible and at the right
price”.

Not being 00 eager to license Win95 on all OEM systems, will allow us to sell it at a higher price.
OEMSs gaal is 20-25% more S/unit sold on average. While this is true for royalty OEMs, we will
increase DSP pricing by less than 5%. This will equal the playing field a lintle bit The reason for
asking the higher OEM prices is easily explained: , .

We invested a lot of money in Win95 w help the OEMs to continue and hopefully accelerate their
unit growth and we would like to see some pay back for our efforts. In case OEMs do not see value in
licensing Win95, they can continue to license MS-DOS, Win 3x and WfW 3x. We are happy o
upgrade the customers later. At the same time, as always, we won’t be arrogant and will find a
balance between moving a critical mass of OEM systems to Win95 and our pricing expectations. Our
public statement should be, “we would like to get fair market valve for this exciting piece of
software.” (please do not discuss numbers and goals with the press people).

OEM Coupon Program

Last but not least, we are considering o offer OEMs a coupon program for at least 3 months prior o
RTM

Goals:

*  Avoid system renmms

e Avoid purchase delays
¢ Enable smooth ransition for channel and OEMs

Only danger we can see is that people will accuse us of selling “vapor™ware = “paper”ware. We will work
with the PR group to limit the damage. You should look at it as an msurance fee. We are aware of the
possible retail upgrade impact and are working the numbers.

Wind uct considerations:
. Wilehxymdcommfehbdngmbiggeacompcdwr.wewﬂ]getmmwp!ﬁmminpmwcdng
our products.

* All Win9s5 deliverables will inciude a COA integrated into the cover of the manual. This is visible
and will further educate the channel as well as the end-users.
. A]JproductswﬂlmdudealOO-lSOpagcmanuajwtuchshoujdcmmppmcosxsanduutasc - T

sausfaction. T S
- On all DSP products, we will include the MS-Press support products. (C.\:e-wvdson wﬁion.-’ -
full mutorial on CD version). '-"" i.‘,__.' - I

* We will guard the bits on all Win95 CDs and will not let OEMs add any oomem with
approval. This will pay off if we want to add Apps demos or a full Ali-Baba vc:rmonomdlf MS-PCA 255727
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End users will be asked to enter ther COA number when using the sysiem first wme around. (Work
1s needed 10 address some LORG concemns). This should make COAs further popular and resmict

counterfeit operanons.
.  We will start using regisrranon cards as means to find out about piraung.

Kev Competition

e Piracy and Counterfeits
We have made progress in ‘94 shuting down some counterfeit organizanons and kept a Lid on grev

market activities. We have been expentencing more Consumer and Mice unbundling instead and are

in the process of implemenung serialization and COA programs for these products as well. But the
fight will never be over. In order wo really be in control, we all need to watch it and report any

violagons.

e  Apple Units Sold
Apple on the other hand is the only true x86 volume competitor in the market when you look at units.

At the same time, they have made a successful PowerMac intro and enjoying higher ASPs. With
Wu&S.Iapxtmunwbsesmncmzrkas!mmditrunainstobeswlifmeycansmvivconthcir
own. Their licensing program is nothing else them a non-serious trial. Undil they sign up a big
OEM, nothing has changed.

« OSR2 Units Sold '
0S/2 Warp remains a niche product. All the feedback I have from Germany says, this is an ulua

hard product to seli and causes end user reurns becanse of mcompatibilities, missing drivers and
missing apps, and it does not work well on 4MB. Only banks and insurance companies - long time
Big Blue accounts - who have written some mission critical apps to the OS/2 API continue to demand
it The rest is curiosity.

Only two German accounts ESCOM and VOBIS have been sericusly experimenting with it and |
expect them to change their mind sooner than later. Win 95 will make it even harder for OS/2 w0
continue. If IBM can't clone the Win 32 APls within 12 months, users will completely move away.
Nevertheless we are taking IBMs marketing push seriously and are doubling our efforts o work with
Our customers in a very cooperative fashion.

The Win 95 Licensing Plan

MDA Accounts

We will license these agreements first for Win95 starting May/June 1995 and allow them to include a Win
95 upgrade coupon in all licensed systems for redemption in at least North America, Europe, Australia,
New Zealand, South Africa and most parts of Latin America. The end user will be asked to prepay a
nominal fee for COGs and fulfillment charges. We will only do this in countries where we can guarantee
fulfilment. The enduser will pay no money to MS for royalties - because it was prepaid by the OEM.

The coupon distribution will be limited to 1-2 months after Microsoft release to manufacturing and the

redemption will be limited to 4 months after MS-RTM. The coupan can only be redeemed by an enduser
and a copy of the invoice is needed. The PC manufacturers name printed on the coupon must match the

name on the invoice.

Non-MDA Accounts -

oem.doc Microsoft Confidenual . Page §
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DSP accounts (local assemblers) ’
We will create a combo (MS-DOS + WfW) and upgrade coupon containing box whereby the per Copy

rovalty will be higher then the per system royalty of the other accounts. This should enable them 10
compete. The fulfillment rules will be changed, whereby the coupon will NOT have the OEM name
included. To avoid a secondary market in these coupons the local assembler will have to pay a hugh

royalty for these coupons.

Kev QEM Partnerships

Compagq
+  Win 95 marketing partmer
«  Expect consumer systems 1o be 100%. Commercial systems 10 follow over 12-18 months

o Completely commited to NTAS and BackOffice
e Field will get compensated and reporting will be in place

-
&

DEC
e  Expect Alpha 1o be more NT and Jess UNIX centric

«  Expect us o work closer on field level
e Good cooperation on Wm 95
e Expect them 10 push X86 servers as well E

AT&T GIS
e Committed to NT; great to work with

Packard Bell
«  Great customer, but (00 secretive o mﬂy work with on field level

Gateway 2000
«  Super relationship, true friend in the marketpiace and it shows in their 100% MS commitment

NEC
e Great relationship in Japan, commited to MS platforms

The IBM Company
'I‘heChinwewauwhichcxismdfmmcdmcbdwm?mmlSysmmstduasandﬂwPowcxPCas

well as the PC company does not exist anymore. Both the groups are on a clear sell IBM software path.
The ultimate goal is to dethrone MS and Intel with PPC and OS/2 top 10 bottom! This is not a swategy.
this is carried out as a religion until something (like the P/L statements) might break. Gerstner is known
for rying hard but changing when needed as well. So for the time being assume - no cooperation, except
some practical things. We will work with IBM to make their PCs Win 95 compatible and save us both
embarrassment Thcywinpmbablysignan%agwnmmzybecmmcmA;bmthcywillnmgex
behind it Icxpeampan.blebdxaviorasmeyh.aveshownwithmelnnd?'emimnsinnﬁmifwegive
them any opening. At the same time the PPC Company will offer NT as just another environment and we
will work with them to let it shine - not necessarily the PPC. Joint seminars, marketing etc. all this is on
hold until they find out OS/2 is not going to cut it (12-18 months from now). Then we might reconciliate
- and therefore let's compete in front of customers but not bash each other in public. Possible risk- If they

could get a hybrid CPU (PPC + x86 combined) into the market and take advantage of both wrids before —— - =
the HP/Intel alliance is starting to produce results. We will stay nned... SR vt 3
| PR
T MS-PCA 2557276
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OEM FY96
Product plan/ Goals/ Policies

1. Win95
Increase Win 95 penetragon to achieve $0% of Win+W{W peneanon

compromising $3/unit much

at end of the FY without

!J

Frosting
Actively sell frostung to selected key accounts to help product group create momenmum if needed

3. Mice
Continue o aggressively sell mice at 30-40% growth rates. Geta foo(hold into Compaq

4. Keyboards
SelllmﬂxonkeyboardsdmghmeOEMchanmlfocusmgwmemmnuerandmordcraocoums

5. Consumer Software Products
« Expand distribution into DSP channel for Works and slow selling CD titles

« Continve on a 25-30% growth path. but be more price conscious, without losing mega
opportunities.

6. BSD Produ
e Move SP OEMs to be WW LARs instead of OEM licensees

e License only high volume OEMs directly if the above can't be achieved
. Sepaxmchauhwmmﬂnotbeamhbbﬂnoughﬂnomchmmd

7. DAD Products
e . Use Office 95 as an oppornumity to increase $/system sold ;
e License Office + Office Pro 1o a few select OEMs only - xfmpcuuveprmnexshxghawugh
to lose significant share
- Pm'sucsmgchPPSoppomnunmformeSMORGnmmxflocalmdusamutmanagunmt

agrees.

8. Al APPS Prodacts
Develop a model whmbyﬂwOE\dMSmmcnumobmmmmﬂsymummﬂanm\al

OEM licensing model

OEM Programs for FY 95/96

1. OEM relationship programs:
e Design systems to help customers
+ Reorganize large account teams
. ConmmewmmveDSPcovmgemdmm'kamgacuwtybyrmhmgwtwmpmthcmmdof
the assemblers :

2. Piracy/Counterfeit/Grey Market Programs
e Tie OEM and retail approach together

. Haveadedxmd;mgmnmmagawwakwnhlegalmdpncymwoﬂdmde— S e
e Have systems in place to easily spot violators = .- - -
: N MS-PCA
3. Triangle Model Program 2557277
o Increase $$/unit for MS when selling APPS by bringing resellers, OE.Ms, and MS mw —;—\

comprehensive and arractive marketing approach C =

oem.doc Microsoft Confidential CON% Page 7 ’
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To: February 1995 Worldwide Regional Duecwor Meeting Attendees

Subject Organizauon Customer Unit Prereading
John Neilson, Lindsay Sparks, Pieter Knook, Doug Marun. Nigel Burton. J

Eliza Ward, Lars Johansson
Date: January 31, 1995

From: udy Dulcich,

This memo has three secaons:

e SMORG Anack

« LORG Sources of Revenue

e  Select v3.0 Launch

Each section closes with 34 discussion issues. If you wish to cover any addidonal items, please come

prepared to discuss them. R

. SMORG ATTACK

Size of the Opportunity

The desktop opportunity. The worldwide revenue opporumity in the SMORG market is key to
Microsoft’s continuing growth. In the US alane, there are over Z7 million SMORG deskiops (not

including the home-based business market). While our LORG desktop business is approaching sanmration,
Jess than half of installed SMORG desktops are running Windows', and total SMORG deskiop population
is growing ls-mWyw.Todammmdmoppaunﬁty.ifwmapuneZ)%ofduhmﬂed
desktops in the US SMORG market with new Office licenses and 10% of installed SMORG desktops with
Office and Windows maintenance via MOLP, the revenue oppornmity for SMORG is over $2.2 bilbion.
Worldwide this opportunity could exceed $4.5 billion. LINK Resources estimates that the total PC
soﬁwarespandingbySORGsalonewasgxummswbﬂlimwuddwidein1994._“._

The server opportunity The SMORG opporumity extends to the server as well. While virtually all
MORGsmncrwm'ked(wiﬂlNoveuhavingdommarnstmemﬁlcmd;ximm),mﬂylo%nm
mission-critical orlim-of—busimapplimﬁmsunmdrmsf In this segment, we have an opportunity
wdisplzcethwarebydanormdngoursupaiorityasaﬁldpthnmailaudapplimﬁonsawpluform
CompamivdyfchORGsmammﬂymwabd.mgjngﬁmS%ofhmvdm5to9anploye5
m33%ofbusinmwith50m99anployecs.lnﬂxisscgnm!.wcmcxploitwrsupaiormof
insmﬂaﬁonandadrnhxisuaﬁonwapune“ﬁrstnetwork"m’ Even with this lower penetration, the
SMORG segment represents a larger NOS opportunity than the LORG segment due 1o the sheer number
of businesses in the segment* Because these opporumities vary around the world, the relative emphasis of
the smategies below will differ between subsidiarnies.

This memo provides an overview. of the recommended strategy for amacking the SMORG market in the

coming year. Underlying this strategy is the need for the following enhancements to our selling

infrastrucnure:

© We must identify and build the appropriate sales and marketing skills for our SMORG sales teams so
they can increase their effectiveness in one-to-many selling

! A Jane 1994 Middic Market sidy by BRG (Basiness Research Groap) thows that caly 29% of U.S. MORG deskiops are raacmng - -
Windows., and LINK Resources eitimated that by e end of 1994, 47% of SORGs bad adopted Windowrs, op from 32%-n 49922 57%
- growth rate. While these pambers may vary from country 1o coongry, X is geocrally troe that p non of Windows =:s S
apphications is moch lower o SMORG than in LORG, and presents a large revenoe opportaraty. Tt ST = -
* BRG Middie Market survey June 1994. TS
> BRG Small Basiness Survey, December 1994 ' 5% A
‘Smﬂwwmﬁdvm&wmmmwudﬁllufaMORGmdllﬂforLORGﬁz“'.. .
Soarce: Technology Research Center 1992 NOS Study. - : e

Microsoft Confidential Page 1
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© We must build and empower the channel 10 sell Microsoft products. We must identfy the key aspects
of techrucal and selling skills aining that our channets need to sell our products

© We must develop an effective way 10 generate demand, to develop efficient selling tools and programs
for our sales force and channel parmers. and to measure the results of our one-to-many selling

acuvines.

ASSumptions

The discussion poinss in this memo assume the following things about a subsidiary’s exisung resources
and their philosophy m selling to SMORGs:

. ’Ihconlywynmappmdhnmmpomda]disamdaboveiswﬁhmcfﬁdmﬂcvuagcd
selling model that relies heavily on parners to drive and manage customer relationships.

. ThckcytowcmsisamngdmnumﬁmmarwdlammmﬁtydmmmOﬁoemd
Windows 10 very small businesses, and a network of Solution Providers (Sohution Developers,
instaliers, and mraining organizations) who are developing and selling and installing horizontal and
line-of-business solutions for the server and the desktop

SMORG Attack Strategies
To realize the opporunity

outlined above, a systematic Startl T4 o— —
approach for selling to the ) seeee | WP| o E- pmie—|
millions of small and mid-size o L mbwtan) e —_— ]

businesses via channel partners
must be employed. The diagram f

to the right depicts a clear,

& ssbwrene sesend) esing eunilibed

issues, identifying and working peivey

replicable process for segmenting Pr—
and targeting groups of i Subee oa Lasts
.organizations with common poddnpustomt « S i «-

with the top developers and SPs,

and developing and delivering horizontal and line-of business solutions messages. The first critical step is
selecting the right target segments 1o amack within the SMORG market. Our cwrrent organization
taxonomy (segmenting customers by instalied PC base) is useful in helping us to determine our basic
selling principles: direct selling to our largest customers, leveraged selliing to SMORGs (Tier 3-5).
However,  effectively sell and market solutions to these customers we need to group them by common
issues and needs. Size of the PC installed base, size of the employee population, or company revenue do
not determine the solutions needed by organizations, nor do they allow us to #-"" . a reievant busmess
value message.

The best way for the company to segment customers for solution selling is by the type of business solution
needed. Separate tactics can be used to reach and influence the two critical SMORG decision makers:

ell to SMORG TD nical decision makers) with horizontal functions, applications, and
platform solutions. One element of our strategy for reaching SMORG customers is through horizontal
solution selling o technical decision makers (note that in SORGs, the business owner is both the technical
and business decision maker). By focusing on a common function (file/print servers) ubiquitous
application (accounting), or On an existing application platform, such as UNIX, VAX, or AS/400, we can

- . -

reach large groups of customers with cormmon sets of issues. et

Hortzontal function selling. We have a large and growing wwwcapmr;néw_ r»-c—;’ 4
fion
)ﬁl S

server upgrade share fram Novell in SMORGs by selling NTS as the best file/print and

ion’= ..

for growing businesses. The key strategy here is to move the discussion off of basic file/pr 7- =
functions and explain 10 SMORG customers that, as their businesses grow, NT is the best ’ :
- org.doc ) o MS-PCA 2557280 Page 2 -
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-SMORG vertical markets were selected because of their size relative to the overall Smkm& T
and 7

for runmung LOB applicauons tn addition for simple management of the file/prnt trafﬁc on thewr
networks. In addition to selling file and pnint services. we must be hard core selling mail, we have a

huge opportunity to penetrate SMORGs with Microsoft Mail.

The three compeutors in this arena are Netware, SCO UNIX. and Lows. Novell will ory to sell
Nerware as a ‘super-NOS” that performs basic file and print and runs applications via NLMs. SCO
has been successful selling themselves as the best choice for small business nerworks because of the
army of small developers who have custom UNIX-based solutons for small business. Lows is driving
cc:Mail and is increasingly trying to drive Notes down inzo SMORGs. We need 1o present ourselves
as the best of both worlds: fast and competent at file and print, with the addinonal benefit of the
ability to nm mail and a robust line of business applications on the same server platform.

Horizontal application selling. In the SORG market, SMORG teams should work with the top
accounting solution developers 1o sell Office as part of a complete business management soluuon. In
the U.S. over 85% of SORGs that have at ieast ane PC use an accounting package, ranging from
simple bookkeeping software to compiete modular accounting systems. By parmering with these top
developers, we gain access 10 their nerwork of accounting consultants and reseliers (o increase owr
Office selling capacity. In most countries there are two or three developers that command the
overwhelming majority of the SMORG accounting software market. Subsidiaries should idensify
these developers and develop sales and technical training for their consultant/reselier communites.
We should also target and work with industry influencers. In the US, statistics show that the average .
Certified Public Accountant infloences 22 businesses. By focusing our selling efforts on reaching
these CPAs through direct methods (e.g. speaking ar accounting association events) and indirect
methods (reaching CPAs through the consultant/reseller commumity) we can dramatically increase
our reach. In the MORG market, we should work with the more advanced accounting solution
developers 1o make sure they are developing NT-based solutions and are selling Office as the optimal
client for doing business analysis and customer communicatons.

Hortzontal platform selling. Use BackOffice applications as the Trojan horse to get a toechold in
customer sites (e.g. selling SMS as a wol for easier deployment of Office 95 and Windows 95, mail
for communications, or SNA Sexver as the best gateway to an AS/400), then drive horizontal and
LOB application migration to NTS. The key is 10 get NT Server romning in these organizations o
soive their immediate problem, then leverage this inswmllarion w increase the role of NT Server for
LOB and mission-critical purposes over time. There are over 220,000 AS/400's worldwide, 90.000 of
which reside in the U.S. If we are successful in placing even one NT Server running SNA Server in
Jjust 10% of these U.S. sites, we will have met 34% of the U.S. SMORG goal for FY 95 NTS unit

sales.

Sell to SMORG BDMs (business decision makers) with lime-of-business solutions using business

value messages. Virtually all successful application server platforms have attained share based on the

availability of compelling business solutions. The ASA00 boasts 25,000 applications, and this availability

of applications is the driving force behind most AS/400 purchases. SCOO is expected to ship 174,000

servers worldwide in 1994, almost entirely to small businesses. SCO's success is based on the availability

of solutions and a well trained, loyal value added channel. Customers are drawn to these two competitors

because they have communicated a business benefit to implementing the solutions offered on their

platforms. We need to sell to BDMs by: developing a targeted message that addresses the basiness issues

in their vertical; working with solution developers and SPs that can deliver solutions to these verticals;

and driving and publicizing influential local wins in each vertical. Solution developer and SP rectuiting - - —_—
and channel training activities should support the vertical and plarform suategy. In the US thesarget: ~ _ ;;

because of the existing channel infrastructure (developers, installers, integrators, er.) in phage
support solutions. Subsidiaries may have a different list, but should use these same two cri

_ MS-PCA 2557281
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warget verucats. The target U.S. verucal markets are histed below, aiong with the key stagsacs and

opportunuty w each segment

.

Legal Market - over 2.5 million U.S. desktops (virually alj legal desktops are in small and mid-size
firms), Windows desktop penetration: 45%°. Current Word share: 10-12%. Strategy is 10 work with
the key developers in legal accounting, document management, and on-line legal research 10 build
solugons on NTS and Office. .

Health Care Market - over 3 million desktops worldwide, with over 90% of the customer base
falling into the SMORG category. Windows penetration is very low (less than 10%) in the SMORG
segment of the market. Infocorp dara states that in 1994, 11% of all 486 and Penuum PCs purchased
by organizations were for use in a health care industry or function. This is an emerging market in the
SMORG area, as most small physician’s offices, dental practices, etc. are not utilizing technology to
manage patient care systems and administrative systems. Research shows that over 85% of health
care companies plan to ‘greatly, or significantly’ increase spending on IT in the next two years. Intel-
based servers shipping into this vertical industry increased S500% from 10,200 units in 1992 to over
50,000 units in 1993%. Straregy in this vertical is © team with key integrators w address challenges
of integrating NT into existing disparate systems, and to increase awareness of NTS client-server
solutions through medical trade shows, events, and seminars.

Real Estate (Sales, Management and Development) Market - Early research on this market
segment suggests that the overall US desktop oppormnity exceeds five million deskiops. The real
estate vertical is comprised of four sub-industries: property management, mortgage/lending,
construction/development, and brokerage/sales. Our inital strategy focuses on building Windows and
Office share on the 1.2 million broker desktops by working with the developers of solutions that give
brokers access to the real estare listing services throughout the U.S. Because the broker is typically at
the hub of a real estate transaction, we will then leverage our success in this segment to increase share
in the appraisal and mortgage lending segments.

Retail Market. There are millions of retail outlets worldwide, representing the largest smgle vertical
opporumity in the SMORG sector. In the US alone, there are over 2.4 million retail outlets. Most of
these outlets; based on individual size, qualify as SMORG customers. In some cases, however, we
can have the greatest impact on this market by pursuing top-down franchise and chain headquarters
opportmities that will drive deployment of Microsoft-based solutions to the hundreds of thousands of
outlets affiliared with these franchise headquarters operations. However, there are also a large

" mumber of retail operations whose aggregate outlet desktop population is less than 2500 PCs. In the

US, there are over 500,000 SORG and 1,300 MORG renail concerns. The opportumity for NTS in
these organizations is tremendous due to the potential for migrating proprietary point-of-sale systems
10 an NTS architecture’. Our efforts will focus on the four largest retail opporumities: gas
station/convenience and food/drug retailers (BackOffice and point-of-sale systems), fast food retailers
(BackOffice and point-of-sale systems), antomotive retailers (car dealerships, parts and service
mventory systems) and travel agencies (reservation systems).

Manufacturing Market. There are over 600,000 manufacarring companies in the united States, and
over 96% of the 11 million desktops in this industry are in companies with less than 100 desktops.
With NT Workstation, that opportunity now extends to the additional 10 million workstations in the
manufacmring segment. Our strategy is to work with the top developers of solutions in CAD, process
control, and manufacurring systems to build share for NT on the desktop and on the server, and to sell
Office as the best client for analyzing production dara. We need to leverage our success in large firms
(GM, Ford, Exxon, Du Pont, etc.) to win share on the desktops of the large supplier networks that use
similar systems. The key competition in this vertical come from the vendors of existing dominant

manufacturing platforms: IBM midrange, DEC VAX, and various flavors of UNIX (primarily AIX, " -~
UX, and SCO). e im s eeewT DT . 2
TEER. .
Z?:::?:A;;mmm@l%mdAmmmhwyamm I‘HG}H.:Y _—
e ENTIAL =°
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All subsidiaries should execute a stmiar SMORG artack plan by execunng the following acuions:

Identifv the top SMORG vertical(s) m vour geggraphv and the 1gp Ime-of business solyuon developers
in each vertical. Drive their focus on Microsoft-based sotutions through evangelism, techcal
waining, and selling.

Identify the top plarforms on which your customers are currently running their business. Plan
seminars with SPs and other channel parmers that demonstrate the value of integratng NT Servers
and server applications into those environments (¢.g. selling NT Server and SNA Server into AS/400

t2

envuonments)

3. Identify the 1op accounting sojution developers, Plan saies and technical training for their

consultants/resellers so that they are seliing complete desktop solutions that include Office and are
developing their server-based accountng solutions on NTS.
4. Identify the top SP partners you will wark with to deliver seminars and sell to SMORG customers in
the target verticals and on the target platforms. Make certain that you have representation from SPs
who understand how o integrare BackOffice solutions into the largest platforms, or to how © migrate
LOB apphcanons off of the hosts and onto Bad:Oﬁce servers.

Use

su'nccssuchnmebcaltclcphmecompanymcxtmddmoﬁamgswmludcwsoﬁmspan
of an overall information/communication management system. These companies have long
established relationships that reach most small businesses and add credibility to our effort Expand
small business seminar delivery by using local reseliers, SPs and industry trade groups (Independent,
Union, Government, etc.) to deliver our seminars directly to tens of thousands of Jocal SORGs.
Seminars are one of our most effective methods for quickly moving 2 SORG account duough the sales
cycle. Togumghnmummmmmgammm&ﬁmmmdhmw
enlist this type of co-marketing effort, we must demonstrate how those parmers will grow and profit

mmmmpmmmm
y mourproducxs.salwmdmoedmnd.

SORGsdonotrspmdasweIltomn'nzﬁnanl‘tedumlogyauhmm advertising and PR
messaging, therefore each counry must allocate communication resources to a higher level solutions
wnunummoncampmgnmaddmonmdmdm;xoduaamﬂmsnammmumon&

: e, Determine how to build, manage, and usc a
dambascofSMORGaxstmnasandpmmaswdnvemganddmasalmmdmmtmng Determine
how to use a mix of Microsoft and third party telesales to drive contact, referrals, and phone
management of non-named channel partners. Consider converting reseller sales headcount 1o
telemarketing sales. Develop a system o gather leads, qualify them, and tum them into sales. Work
with parmers to deploy your efficient and effective lead management system.

SMORG Attack —~ Issues for Discussion

e Most of our sales force was hired and trained 1o sell one-to-one. How do we train our sales force w
develop the one-many marketing skills necessary for suecess in the SMORG market?

* How do we develop an effective way 0 generare demand, to develop efficient selling tools and
programs for our sales force and channe! parmers, and to measure the results of our one-to-many
selling activities?

» How do we deal with the significant training investment we need to m- e to prepare the channel ©0
sell BackOffice and specific BackOffice apphicarions (SMS, Exchange)?

e What should the criteria be for applying direct sales resources o 2a MORG customer? Should our
SMORGtmmscallme—xo—arcmMORGammxasonlytodcvdoprefaenceacooums?-Orshould~

we direct SMORG teams to have no direct contact with MORG customers? __ —rE I
. Howdoweprcparesubs:dmesm\ddxstnclstomacascmarcxpcmscmdnvmgloal B
advertsing? T ]
_ MS-PCA 2557283
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Il. LORG Sources of Revenue
1. Driving new LORG revenue from the desktop.

Office Standardization
Large corporate customers worldwide are increasingly standardizing their desktops on Microsoft Windows

and Office. As a result, the LORG customer segment will approach new license saruration with Windows
and Office over the next 18-24 months. However, we still need (o drive the Office business. We will only
be assured of hard-core penegation when every LORG customer has signed a MELP agreement Of the
US Corporate and Government LORG customer segment, less than 50% are Select customers and less
than 30% have signed MELP agreements — so we still have selling challenges to drive Office penetration
and share. The second priority we must drive is MELP-Maintenance. As we stiift away from new license
sales. we must win maintenance and we must drive high utilization rates of new versions of our desktop
products. We must build an annuity business with LORGs. In the US, LORG revenue for FY 94 for all
new licenses, upgrades, and maintenance was approximately $440mm. 1f we only sold mamtenance 10 the
9mm pc’s in US LORGs and if we got $100 per machine, that would more than double the US LORG
revenue to $900m. The key tool to drive the annuity business is MELP-M.

Office as a solutions platform
A key means of defending our desktop base.is to sell Office as a development plarform. This has the effect

of increasing the value a customer sees in Office standardization, heips drive MELP, and raises switching
barriers. The Office group and DRG are increasingly focusing on selling and evangelizing Office as a .
front end for BackOffice solutions. It ts vital that we get solution developers and customers 10 miegrate ;
Office into their information management and delivery applications.

2. Driving new LORG revenue from the server.

BackOffice Standardization
We need to focus on the server to drive new revenue growth. However, when we sell Windows NTS as an

infrastructure standard we will collide with Novell's stronghold on the file and print network. We will
fight a competitor who's server share rivals our success on the deskiop. To combat Netware, we must use
a strategy to drive customers from Netware 3.x to NT Server rather than Netware 4. We must convince
LORGs that before moving to Netware 4 they must reconsider their file and print strategy in the light of
Windows NTs broader usability and market momenwtum. Drive comparisons berween Netware and NTS

on our terms and use the BackOffice family to win. Do not be afraid to take on the Netware sgonghold on
file and print but do not let Novell dictate the terms of evaluation. 'We must encourage evaluation of NTS
file and print by challenging Netware 4 as a high risk decision based on its proprietary directory services
architecure and lack of application server support.

The BackOffice standardization sale will also force competition with Lotus and others on mail. We must
win the mail battle. This is a hard fight but we cannot let our focus waver. Sell mail.

The key is to avoid competing against criteria established by our competitors. and if we cannot change
these, we will use the approach of differentiating ourselves through selling NT as a platform forbusmcss
application solutions.

BackOffice as a solutions platform

We have the opportunity to use BackOffice to solve business problems that customers have in both

horizontal areas such as sales force automation and line of business functions such as retil store

management. hﬁmcmdnam«faccsﬂncdwimasmhowmcymdwsolqﬁgm“ L T -

. 1. Buy an off-the shelf application ¢.g. SAP’sR/BﬁmncmlsorPSl'srctaﬂPOSsyszcm T
2. Have a Sotution Provider bid to build a system to solve the problem.
3. Have the internal MIS function build a system. - MS-pca 2557284 E

Our success will come from ensuring that in each case the soludon is built on Microsoft products. - -
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During FY94 we have picked specific giobal integrators to work with such as EDS, Andasc@ﬁngm'lg. . .
“ l _- ,'.' \:\ *..‘ )

The S5O billion business and rmussion critical systems market is domnated by mainframe and
municomputer software products though now shows a move towards a more open clientserver
architecture. To this market Microsoft represents the promise of new technology and a more compeuuve
economic dynamic that could dramatically reduce cost whilst improving choice. flexibility and rerurn on
investment Therefore we have a compelling argument for the LORG business decision maker.

Our challenges include:

e  Securing BackOffice support from the established developers and integrators for whom the “New
Computer Induszy™ can threaten the foundations of ther success and business modeli.

Helping customers transition to the less secure unbundled world of “best of breed™ horizontal
integragon

«  Ensuring that our front office platform has as significant a role as our back office applicanions.
Solutions Selling deliverables from Corporate :

So how do we make the solutions selling model work and what roles do our people play m it? We must
grow Microsoft to be the credibie solution platform provider for the large organization, independent of
whether the customer builds or buys custom or packaged business solutions.

The following actions represent steps that need to be taken to be successful in selling solutons.

Step 1 - pick the right business areas - based on potential, revenue, competition and ease
Given our limited capacity and experience we believe Regional Directors should start by choosing a
focused solutions area. OCU management will profile the vertical and horizontal markets we are
addressing, and provide regional oppornmity data for assessing and targeting market oppornmines. When
a market has been selected we suggest regional OCU teams secure a focused regional vertical marketing
manager.

Our taxonomy for choosing customer prospects must evolve from that applied to Office. For example, we
must drive selling effort not simply based upon how many desktop PC's a company aiready has, but rather
how many servers and desktops the solution would drive (retail point of sale devices converting to PC’s
for example).

Step 2 - Work with Solution Developers to build business solutions oa Microsoft technology
Vertical marketing teams target developers and integrators, then must build a compelling technical and
business propositian that results in these companies delivering BackOffice solutions. A relationship
between global regional partners and Microsoft’s local field represenmtives must be enabled through
commumication of solution directories, and a face-to-face introduction brokered by the vertical managers.
If a regional vertical marketing manager identifies the additional need for regional solutions they can use
MCS to aid porting, and use our tried and tested SD business value proposition to justify parmer loyalry.
When partners are selected we must measure and incent our reps 10 work with their peers in partner
companies, with a recognition that this must generate incremental opporamity for both parties.

Step 3 - Team with SP's in solution areas to gain bigger MCS projects and secure SP’s

‘We have a hole today that we must fill. We need sufficient integrators to Support our target customers
with installation, integration, training, and other key infrastroctare services. We will depend on
integrators as more companies buy “packaged™ line-of-business solutions on the Microsoft platform not
just within a country, but also crossing country and regional boundaries, as multinational organizations
integrate their subsidiaries on a Microsoft platform (Mail, Accounting, exc). The key issue we must drive
is large scale integrators who will focus on Microsoft and not Uy o switch customers o Unix or
alternative platforms. - s

Al

SHL Symanhmmc.&nst&Ymmg.CameﬁnLandoﬂmandhavemwdmcmnpmhaiﬁc
support bids from these integrators as follows: B

RARNES —
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AR,

« Provide education on Microsoft technology for consultants and integrators
Use MCS investment hours to prepare and win the bid (MCS will also be measured on thus?
Build Licensing and support policies to facilitate the opporturuty for the woridwide nauonal paumers.

Step 4 - Drive the success stories and change the perceptions

Each region will need local ophy wins before we can be seenasa “fighter”™ 1n a given verucal market
and a major challenge is winning that first custamer. OCU will deliver an initial pordfolio of tnternational
case studies successes, suppiemented by line-of-business demos that can be presented by local staff or the

Enterprise Technical Marketing (CATM) team.

When local business is secured the regional vertical manager should work with subsidiary LORG
management and PR specialists to profile success in each couniry, ensuring that “verucal™ and business
press and analysts identfy Microsoft as a credible provider of enterprise business solugons.

Step § - Fix the support & services for enterprise custowmers ’
Our support must be integrated with that of partners so that customers feel secure as they select the
Microsoft technology platform for mission critical solutions. For example, if 3 branch network crashes at
midnight, because of a complex Windows NT problem how would they get resolution before the following
moming? We must define the level of commitment from Microsoft that supports our leveraged business
model. but allows this need to be met. While we have made a great deal of progress with support,
including hot fix and escalation plans in some areas, we have a long way © go.

LORG Sources of Revenue — Issues for discussion

« How do we significantly increase the percentage of LORG accounts with signed MELP agreements
for Office? ‘

« How do we significantly increase the percentage of LORG accounts with signed MELP-M agreements
for Office, Windows, and BackOffice product family clients?

o How do we parter with LSST's that have the right skills and capacity to fill our “service gap™

o How do we ensure effective high-close rate joint-selling between MS field and our solution developers

partmers?
lil. Select v3.0 Launch

Select 3.0 is a major upgrade to Select that provides substantial benefits to both customers and LARs.
Focus for the new version has beest to simplify the whole offering to make it easier for the field, channel
and customer to understand and execute. A simplified program is assumed to shorten turn around time
for new agreements and renewals and allow more new agreements to be signed. 1t is also an important
step 1o increase customer satisfaction with our existing Select customers and o drive more revenue

through these existing agreements.

An impartant component of this effort to simplify the program has been to make the ordering process for
licenses map the way customers do normal business and to back that up with tools to provide a smooth
transiton for the LAR channel. This move to an ordering process model further paves the way for our .
strategy 1o, in the funire, electronically deliver licenses o Select customers.

The Select 3.0 launch on April 4, 1995 will be both a great oppormnity and a drain on local resources.
The Select Marketing Team has already been in contact with local Select contacts and Regional Select

Champions in preparation for Select 3.0 lumch. The three issues/activities which will effect subsidiary_

T ——

resources the most are: 1) Training of sub sales reps and channel, 2) Localization and printing of — - =
_collateral and agreements, and 3) Training on the new agreement and ordering proceduf®s” 3 . . B

The keys 1o success with Microsoft Select 3.0 are simplicity and optimization. To that end~ gL . =

of Select 3.0 changes are focused in three key areas: 1) customer transactions, 2) simplification Sl -

types and 3) maintenance changes. Highlights of these changes are summarized below. ORI
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« Customer Transactions:
e  Mimumum volumes per Enrollment Agreement is lowered from 1000 uruts over fwo Vears o

500 uruts.
Quanterly reporting by the customes is no longer requred. The process will be changed 0 a
transaction-based mode! where products are simply ordered through the channel, and the
channel is responsible for reporting orders back to Microsoft
«  Onamonthly basis, each Enroliment customer will receive a license confirmation which
validates the number of copies they have ordered and reproduced dunng the previous penod.
« Simplification of License Types:
Variable License customers can now standardize at the Enrollment ievel with Deparmmental
Enterprise Licensing, provided they have a minimum of 250 qualifying computers (and 2
total of 500 units). They do not need to meet the Enterprise License minimum at the Master
level
e Maintenance, upgrades and new licenses now have the same unit count and aiso count
toward the overall unit forecast
e Level B and C forecast/commitment levels for Variable and Enterprise licenses will be
increased, but Level A volumes will remain the same.
e Maintenance Changes:
Each Enrollment site may add an unlimited number of licenses to Maintenance during the
first two quarters of the Enrollmens Agreement (although such additions may occur only
during the first full year of the Master Agreement). During the last four quarters of the .
Master, or after the first two quarters of an Enrollment, maintenance enroliments will be
limited to the quantity of new licenses or upgrades purchased on the same order.
« Maintenance begins when the customer places thetr order from their LAR. The first
mvoice/billing for maintenance will cover the first full calendar quarter.
e MS will automatically bill maintenance quarteriy. '
e Both the Variable and Enterprise licenses now include the right to purchase mamtenance; no
separate maintenance agreement is required and there will no longer be a need for separate .. ... ..
MVLP-M or MELP-M Addenda.

Toactucvelmmchsalsob)ecnvts nxsmuca]dmthealsforccmamdpnmuzcawmmspmpaiy,
with the primary goal of maximum revenpe per desktop. Ultimately, it will be up to each district,
subsidiary and region to create and mainrain their own prioritized “hit list™ of new and current customers
1o target for Select 3.0. However, we recommend that sales reps first target non-Select customers. as
opposed to existing Select customers. Wereomunmdthefollowmggmdelmcformmnm
1. Non-Select Customers

* Tier 1 and Tier 2 accounts

e Trend towards software standardization

e  Trend towards centralization of IT and Purchasing

« BackOffice, Office, Windows users or prospects for Mamtenance
2. Current Select Customers

Customers that are expiring within the next 6 months
«  Pricrity should be given to contracts which expire by June 30, 1995 (including all pre-April

1, 1995 expirations, which will be antomarically extended to June 30).
. Swmdm'yanpmsisshandbephcedmmmwhichexpminsubwqumtqms

Windows 95 and Office 95. . - T
Enterprise License Potential B : -
* High-performing Variable License customers who are now ready w mk: advan >

Enterprise License ' ' A
_ MS-PCA 2557287
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«  Smaller business units with 2 muumum of 250 workstauons at thetir site (and SO0+ uruts

overall) which were previously unable to qualify for the Microsoft Enterprise License

Maintenance Potential

< Existing customers who may “graduate” 10 a hugh
base, which is either currendy or potenually enrolled tn maintznance

o Existing customers who wish to enroll more products in maintenance than the maintenance
addition rules in their 2.x contract will allow ,

- Existing customers who will benefit from enrollng Office, Windows and BackOffice

products in maintenance.

er discount level due to a large wnstalied

[PROGRAM GOALS . R L . X . . i
The following objectives are focused on 1) objectives for the actual Select 3.0 laumch itself and 2)
objectives for the subsequent six months of post-launch susmining sales and markedng. The primary
objective of Microsoft Select is o increase revenue and marketshare in large and medium organizagons.

Key Marketing Objectives:
« Provide a smooth transition for current Select customers to entice them to renew under Select
3.0
o Increase the revenue per Select deskiop by selling more Enterprise Licenses and
Maintenance

« Drive more business in the Tier 1 and Tier 2 large account segment

« Deliver information, training and tools needed for sales force and channel to meet its
objectves

Key Sales Objectives:

e Renewfroll-over 100% of customers whose agreements expire before October 1, 1995
(approximately 300 Master Agreements).

e Sign 180 new (vs. renewal) Master Agreements by October 1, 1995

o Ensure at least 40% of Select 3.0 agreements include Enterprise Licenses

e Leverage the renewal opportumnity to sell additional license types, pools and/or products

g

Marketing Deliverables:

Please see amached spreadsheet for a list of program deliverables and due dates.

If you have any questions about Select 3.0 launch ar marketing plans, please send them to the SELPUSH
alias.

e
o

Select relies on the “Selchamp™ marketing and sales contacts worldwide to offer program input and local
subsidiary planning and implementation. We had a regional representation group of Seichamps at
Redmond in early December for input and planning purposes. We have also communicated final Program
Specification, Transition plans and Marketing plans 1o all Selchamps, and have weekly status meedngs
with regional contacts for updates. )

Select v3.0 Launch — Issues for discussion
e How fast should we drive conversion of existing Select customers to version 3.0?
« How do we optimize channel preparation for Select v3.0?7 How do we prepare channel parmers for

electronic reporting? - .

o How do we minimize complexity of Select v3.0 changes and transition issues for our fieldand - -~~~ = =
partners? CT o __—:‘3-_:5. ) 2
MS-PCA 2557288 -~ =
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To: February 1995 WWRDM Anendees
From: David Curus

Date: January 20, 1995

RE: Antpiracy Task Force - Update

Summary:

An Antipiracy Task Force was formed at the Worldwide Directors Meetng last July. It
included representatives from a cross section of product, marketdng and administratve
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. Recommendanons
were presented to the BOOP on Januoary 5,% resulting in the following decisions:

e An “Antpiracy Business Manager” will be hired in WWPG reportng to Chris
Williams with responsibility for corporate antipracy product and marketing
issues.

e COA-like anti-counterfeiting measures will be broadly implemented on all retail
product packages.

o Covert anti-counterfeiting measures will be broadly implemented on all retail
product packages.

e The SMS group will assume responsibility for future technical ownership of
Software ID (an internally developed tool for anditing software usage). The
new Antipiracy Business Manager will be responsible for exploiting the
product as an antipiracy tool.

This memo explains these recommendations and current implementation status. Feedback,
including particularly additional thoughts on areas for follow up -and priorites, are
encouraged.

Background:

We have all seen the various published estimates of worldwide losses to software piracy,
as well as internal information and estimates.” All indications are that software piracy is 2
huge drain on the revenues of this company - it is not unreasonable to assume that piracy
costs Microsoft at least what it makes each year.

Historically, we have approached anti-piracy work as a three-pronged effort (public
policy, marketing/education, and litigation) conducted mainly through industry
associations but with a significant additional Microsoft-only component, particuiarly in.the — —
counterfeiting area. When we started making a significant invcstni'cri't‘iﬁ_:émti-‘p‘x.ﬁfci;w‘ork e 3

! See the Additional Materials section below for the locasion of a roster of task force membersS8 MS-PCA 2557290
? See the Additional Materials section below for the location of a copy of this presenmation. =
? See the Additional Materials section below for the location of information on estimated losses.
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in 1987, acuvity was centered primarily in LCA. -As ame has passed, Increasing anenuon
has been focused on piracy in markeung groups, product development, PR and other areas
of the company. Microsoft has steadily increased the resources it devotes to piracy across
the company. We are by far the largest conmibutor to BSA both financially* and in terms
of human resources, and have significant additonal resources devoted 1o acovity we

undernake independently.

It has not been clear that we are being as smart about this challenge as we can and should
be. Many groups within Microsoft have an interest in this topic and often communicate
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 better about the ant-piracy work we do - but we don’t have a very
efficient way for those insights and that expertise to be shared, or to be brought 1o bear on
designing strategies and setting priorides. Too many projects arc undertaken 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 set of top-
level recommendations to address the problem of software piracy. The members of the
Task Force met periodically between September and December, and a series of
recommendations was delivered to the BOOP on January 5, 1995.

Recommendations:

1. Antipiracy Business Manager. The first recommendation was to designate an
Antipiracy Business Manager in the Warldwide Products Group to assume

responsibility for corporate antipiracy product and marketing issues.

Current responsibility for developing and implementing antipiracy programs is
distributed among multiple product groups, multiple sales and marketing groups, and
LCA. While there are many good reasons to continue to give some responsibility to
multiple groups, there is also redundancy (as different groups ‘reinvent the wheel’ over
and over again). Additionally, there has been only infrequent attenton paid to
initatives which appear to offer global benefits (geographically, in terms of the
universe of products and/or in terms of the range of types of piracy we encounter).

Further, to the extent any single group in the company has ‘owned’ piracy at a global
level historically, it has been LCA. This is due to the primary focus on legislation and
enfarcement (litigation) which has been so imporiant to our antpiracy ecfforts.
However, as our cfforts have evolved, more auenton has been paid to initatives
which are not areas of LCA expertise - ¢.g., inftiatives to- “market” an antipiracy _

message, initiatives to develop product features which either-deter: pu'a%_asﬂst m. -
managing software use or help detect piracy, and initatives to better.- nﬁs thc - -
piracy problem and the relative success of annpxracy measures: . The 3 e - =

=7 MS-PCA 2557291

“ For example, Microsoft will contribr= approximately 43% of BSA’s CY 1995 budget
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conciuded that the company’s anupmacy efforts would benefit significanty from
designatng a corporate Anupiracy Business Manager who could bring more focused
product and marketing experuse o bear on the issue, working closely with LCA to
better leverage the enforcement and policy acavites for which it will conanue to be

responsible.

The Task Force recommended hiring an Anupiracy Business Manager and a technical
assistant. The BOOP agreed that we should hire the Antpiracy Business Manager but

deferred the techmical assistant

Status: This position will reside in Chris Williams (Director of Product Development)
group. A draft job description is under review,’ and recruiting should be underway by
the time of the WWRDM. I will update this part at the mecting.

2. Overt Anticounterfeiing Measures. The task force also recommended that we broadly
implement COA-like anticounterfeiting measures on retail product packages.

We have seen increasing counterfeit activity in recent months. Beyond the products
rraditionally victimized by counterfeiters (MS-DOS and Windows in particular), we
have started to see counterfeit business applications and consumer products,
particularly CD ROM  versions. Currently, few of our products include
anticounterfeiting devices such as the hologram or 3M Confirm label which is used on
the Certificate of Authendcity (COA). Such measures deter counterfeiting by making
it more difficult to product a high quality counterfeit, and make it easier for. us
(internally and through law enfaorcement parterships) to detect and prove
counterfeiting activity, even if the counterfeiting devices themselves are copied.

The COA includes additional covert anticounterfeiting measures (e.g., microprinting)
and serialization, which has proven uscful in addressing OEM unbundling issues. It
would cost approximately $0.26 per unit to add a full COA to all reril product
packages (or roughly $8.6 million for FY 1995 based on budgeted shipmcnts(’). The
task force recommended affixing a hologram and 3M Confirm label to all retail
product packages, which will cost $0.061 per unit (or roughly $2 million for

FY1995").
The BOOP approved this recommendation.

Status: A working group has be:n formed to develop specific design and
implementation recommendations to be presented to Mikemap, consisting of Alison
Gilligan (LCA), Dave Thomas (Director of Product Engincering, Engineering
Services), Jeff Sanbom (Strategic Materials Administrator, Operations -Planning), - - -

i
FEE

S See the Additional Materials section below for the location of a copy of the draft job desctipih. 8. _
¢ See the Additional Materials section below for the location of a detailed analysis of this cost ?-t L
’ﬂ\iscostisbawdonmemcmﬁtpmducdonﬁgmmomminédinmcdmﬂedCOAcosta:{alg}?‘;"

referred to in the Additional Materials. ' : MS-PCA 2557292
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Martha Dale (Print Producton Group Leader, Corp. Services), Kate McAskall-Whate
(Print Production Specialist. Corp. Services) and Cynthia Kraiger (Markeung Ops
Manager, DAD). Recommendauons are expected by March 13, 1995,

3. Covent_Antcounterfeiing Measures. The task force also recommended that we
broadly implement several low- or no-cost anticounterfeiing measures in product

packages, including particularly microprining and a 3% gray screen on various
components (registration cards, boxes and manuals). These measures should provide

additional assistance in detecting and proving counterfeit actvity.

The BOOP approved this recommendaton.

Status: The same working group referred to above will develop specific design and
implementation recommendations for Mikemap, on the same umeline.

4. Software ID. Software ID is a software audit tool developed by corporate audit and
LCA. It is designed to inventory software on Intel-based pc’s, and to be used for
formal evidence gathering, informal selfcompliance checking and everything mn
between. It has undergone one successful beta test, and is close to being ready to use,
at least internally. The BSA is interested in using it for audits and litiganon, and
distributing it as a software management tool

The task force recommended that Microsoft give Software ID a permanent home for
technical purposes (including maintaining and updating the database of products.
against which it searches), as well as for purposes of exploiting it as an antipiracy tool

Status: The SMS group has been assigned ownership of the technology going
forward. Exploitation of the product as an andpiracy tool will fall to the new
Antpiracy Business Manager.

5. Research. A recommendation was made to invest in additional market research aimed
at confirming the size of the problem, understanding why piracy occurs and
understanding what measures and messages are likely to be effective in combating

piracy.

The BOOP declined to approve any immediate research initiatives, but invited the. new
Antipiracy Business Manager to develop specific research proposals.

6. Other Arcas For Follow-Up. The recommendations above are by no means an
exhaustive or comprehensive list of things Microsoft can or should do to address the

problem of software piracy. Many other ideas were presented to the task farce. and by -—
task force members.! One of the key benefits of then new mmnnem

—53 MS-PCA 255729:

=

’SecthcAddmonalMawnalssccnonbdowforthclocanonofamptmcntanvchstonOOLhamuaey o
ideas that surfaced during the task force’s work. U=
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Manager will be the creation Of a resource that wili enable us to bring more focus anc

follow through to many of these other ideas.

Additional Materials:

The following additional materials are available on \\gabrie[\public\aptf:

Reference Descripuon File Name

BOOP Presentation ~ Powerpoint presentation of Task Force aptfboop.ppt
recommendadons, January 5, 1995 ’

Roster Task Force Members members.doc

Losses Estimated Microsoft piracy losses losses.doc

Loss narrative Explanation of how the Microsoft piracy expl#s.doc
losses were calculated

Other ideas 20 other antipiracy ideas for follow up ideas.doc

COA Cost Analysis  Detailed analysis of the cost of adding COAs  coaxls
to all retail product packages

_ MS-PCA 2557294 -
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Tor February 1995 WWRDM Atiendees

From: Peter Bladin
Date: January 26, 1995
RE: PSS initiatives and direcuon FYS5\FY 96

INTRODUCTION

in our last memo we outlined four areas for PSS focus during FY95. These areas were:
e responsiveness during Win95 launch

« estblishing credibility for our mission crincal support

o delivering enhanced informarion services

. notfication that we planned to update our Microsoft Support Newwork

Thismanowiuprovidcanupdalcandnextstcpsinthoscamas.mmmghmdinessfoer95‘la1mcth

of critical imporance, few things {except product RTM dates) have changed since last memo and we will
provide only a brief update within this memo. We will provide an in-depth review of updates to the
WcrosoﬁSupponchwork.InFebmarywcwillammmﬂwchangshtheUS.Canada.Emupcmd
Austmlia.o(hermarkcxsmmyFY%.Forommssionaidulwppmfocus,wcwillgivcyouanupdax: )

on Regional SupponCumandhowt}wywillcvolveformencxz 12-18 months. We will also discuss
howwcnccdtomkesuppmanmmgmlpanofmcsalacyclcfmmcknﬁimsweﬂasgivemupdm .
onoureffonswimpmumviadmASC;mgnm.Wi:hmmoonmofMommﬁmSMwewﬂl i
c:xplainhowwcplantoutiﬁzc'mcwﬁaosoﬁthwat(MSN)thalshipswiﬂledows%.Anheendof
ﬁwmano.wcwinoudh\cmovavicwoﬂ\cwomSuppatmlswﬂlcvolvn

Responsiveness during Windows 95

Rspmsivmmsdmthmdows%andOfﬁcc% laumci is a key goal for PSS worldwide. We covered
this topic in the last WWRDM, July ‘94 (see July PSS memo for details). Most regions now have fairly
solid plans and we will use phone conferences during the rest of FY95 to review regional plans with PSS
saﬁmnmmganmLRTMdchygivausamphoppannﬁwmrnssmewchavcmewcmﬁw depth and
bmdmraqtﬁmdamongom'mgixwas.thmouroumumcpmtsmsolidanduahhtgisinplacc.?lm
makemyom?SSmganimﬂmshawnadhmsphn&pardcipammmwcwnfmmdm
appmpﬁamlyﬁmdedwimsmﬁingoroumncingdonzshtheﬂ%budgct

Microsoft Support Network Update

We latmchedtheMicmsoftSuppmNetworkmmostnmtesintheanber%—Jmumy% timeframe.
Wchavespmtmesmnmamdfaumalyzingmgepanm.hwidmtcos:sandﬁszaﬁngmamm'
fecdback.Wimﬂtﬁrmxdﬂumlysis,wmmdeddmmdmngsmmededwhnpvvemem
momymmf&bmedoﬁuhgs.mdmmﬂnmuapawmgeofmmmw

development products cluster. With the customner feedback, we conchided that multinational support is a
kcyneedofasmallnmnberofvuyimpommLORGmswmas,m\dmmmmnyuniercumnusm
sxmgglingwithnmmgingom’limimﬁmmdsignamdmxs.Asmdyofindda\tusagemdcostof .
anicraoconmtsupponshowedmﬁminorder:oimpmvccostmovuy;wewmﬂdhavemxigniﬁmny-——-, -
_raiscthcbascpﬁceorinnodnccanmddmtlhnhsodueheavymofmppon'mami‘gag.pcﬁr@fgfy' o
“and we can hold the base price down for the other 70 percent of the customers. We chose theqgriggnt -
limit, and happily, this aiso allowed us to drop the designated contact limitarion and certif =% .
requirement which annoyed many customess. These changes have been designed with worldwilz.iis (
from regional representatives. '

==
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AR

full cost recovery. It also reflects what similar offerings cost from other worldwidcsuppm}p‘gdgs, i E

Key changes compared to current framework:

« No designated contact limitaton 1n Premier and Prionty

No deployed base quota (difficult for customers to mack and us 10 enforce)

Introduction of pay for usage model with incident cap on annual Priornity and Premuer contracts

o New high end multi-national offering via a singie conract, Preqruer Global

Development cluster standard support moving from 90 days to 30 days for current major version

« New lower priced Priority Home incident based support offering

Price changes in Premier and Priority annual contracts to improve cost recovery while maintaining
COmpenuveness

« Incent cerification via a complimentary 10-pack incident grant to certification graduates

By not having designated contact limitations, we ket customers control access themselves. This is very
helpful for customers who are operaring mission crincal applicarions with 3 shifts of coverage i therr IT
departuments for example. mcidaumpsammngemmnasmbcselecdvewmnmumgandwium
foster self sufficiency. Customers with good internal helpdesks will benefit from this new policy.

Cost of Development products support as a percentage of revenue is higher than in any other product
clustuandmdmgupuﬁsywoverlast.Wedisamedavmiexyofwayswmduocmiscoa.bmswhd
for a reduction in the standard support period from 90 to 30 days as the best solution. We are also limiting
smndmdmmpatmcmuupmduumsimsh\misdtma.FWSuhsaipﬁmmdmodummchas '
Visual C++ and MSDN 11, we introduce a 2-pack of incidents to go with each subscripton. US prices for
Priority Developer support will also increase.
Intfwdcshopappliaﬁonsclustz,itiswwﬂmmﬁngthatNathAmericnwilloonmemﬁnﬁwdﬁu
Smdmdsuppomomamzkeswinmovewmaaywim%dayssmndmdsupponpaiuWearea.bo
introducing a Priority Home incident based offering at a lower price than today’s desktop incidents. Since
our research shows that consumers use their software 70 percent of the time after hours and on weekends,
wcbchevcd'ﬁs?rioﬁtyﬂmncoﬁaingisagxmoanpedﬁvediﬁamﬁanxfor.m Home products. This
mbckmbpctwwﬁhbiﬁtyhmcmgimﬂnﬁmmm&dmmmudmﬁdam
woddﬁde,uﬂmspﬁcsandhomsofsupponmsaonamgiom]lmForalookanhenewUS
framework, see appendix A.

Premier Global

One key request from our large multi-national customers was to inchude a worldwide offering, making it
easy for them to buy support in one location and have it delivered worldwide. We will introduce a new
high end offering called Premier Global to address this need. Premier Global will be available in limited
quantities in March 1995 and generally available in July 1995. This offering is targeted at our largest
multi-national corporate customers. Premier Global use Premier services as a foundation, including
Premier Support Team (TAM team) capabilities. The following are changes and additons compared to
Premier; Global account management, two pro-active onsite visits, unlimited incidents with 10 designated
contacts in any region, and one single worldwide contract. Like with Premier, Premier Global pro-acuve
account management provides the customer with a long-term parmership 1o anticipate potential problem
areas, plan for future changes, and contimually assess support needs. We are working with Regional
Support Centers worldwide to ensure consistent service delivery. Each Regional Center is responsible for
implementing Premier Global delivery within their region as defined by the worldwide program.
Contracts can be sold in each Region. We will have a Premier Global ‘broker” in the US that will work
with each regional contact to facilitate contract negotiation and resource coordination to ensure cach
region understands their deliverables. Implementation details are being worked out. Price is st to ensure —

Contact your regional PSS Manager for more details. Field material will be available mh&% T

! NM"

c-

February with printed collateral 1o follow. Appendix B contains.a grid on what service is targe - ;
which customer. It provides a quick positioning for the field. e

i,

MS-PCA 2557297
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Mission Critical Support

Backoffice has a complex sales cycle and support plays an iniegral part in the purchase decision
Recognizing this, PSS has focused on building up Microsoft’s direct support mnfrastucture as well as
teaming with ASC parmers to augment our offerings, parocularly for multvendor needs. Regional
Support Centers are the vehicle to deliver the level of quality support Microsoft needs worldwide to be
successful selling Backoffice. We are building up extensive skill sets m 6 countries around the world.
These centers were picked because of the size of therr local market and because of the infrasgucture

already present. Status of Regional Support Center implementation oday:

Location Regional Support Regional Escalation Operational
Center (RSC*) for Center (REC®) for

Australia Australia RSC+ Rest of APAC ves 3

France French Speaking Europe | RSC+ Spain, Porugal, May 95 (REC)
& French Speaking Iraly
AIME

Germany German Speaking RSC+ Eastern Europe May 95 (REC)
Europe

UK UK, lreland, AIME RSC + May 95 (REC +
(except French Speaking) | Scandnavia Benelux AIME RSC) :

(except French Speaking)

Japan Japan Japan tbd

us : US, LatinAmerica, RSC+ FE (except Japan) FE tbd, rest yes
Canada

Regicnal Escalation Centers provide SRG and escalanon support

* Regional Sapport Centers provide PRG suppont direct to
for subsidianes and direct szpport Lo castomvers afier boars.

Each center's main focus will be on Cluster 4 and major cluster 3 products (VB, FoxPro, VC++). Inital
language focus is English as well regional center’s own language. Local Subsidiaries are still responsible
for Cluster 1, 2 support. Our goal with all Regional Centers are 1o deliver the same quality and service
levels 1o customers and parters woridwide regardless of which center they are supported from. We are
sharing procedures and processes and have started regular RSC manager’s meetings to meet this goal. We
also do regular escalation level engineer training for key engineers in the US. Our escalation level
engineers (small subset of all engineers) are treated 2s ane worldwide (virnal) team regardiess of where
they reside.

We are proposing that WinAPI support (Windows SDK support), and other low volume developer
products (except VB, FoxPro and VC++) will all be handled by Developer Support in the U.S, not by
local subsidiary or Regiona! Center. Business case and transfer plans will be developed during Q4FY95.
The WinSDK set of technologies requires too much critical mass to do successfully in several places. No
change is planned for double byte (dbcs) developer support

During the rest of FY95 and during FY96, we plan to build up skill set and procedures in gach regional
center to handle the following.

Server down Policy, incl. 7x24 capabilities

QFE (Quick Fix Engineering) capabilities as defined in agreement with product groups

Premier Global

Localized product escalation capabilities, all clusters .
Localized product support for VB, FoxPro, Visual C++ and cluster 4 from eachRSC ~

Localized cluster 1-2 support from RSC for Premier and Premier Global customers if Joca Liﬁddmr}" -

e & & & o o

lacks PSS capabilities for first line support C - A ko< - T
T . Repheanen L HIGHLY MS-PCA 2557298
g Capabilities for PSS and ASC support partmers CONFIDENTIAL
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Marketing Microsoft’s Mission Critical Support Capabilities

To successfully position our enterprise support offerings it 1s important we make 1t an wntegral part of the
sales cycle when selling Backoffice. PSS are working closely with MCS, OCU and US field 0 develop a
complete MicTosoft Service Message. We have also developed the following set of collateral. shite paper
and presentations (o help field sale force address support with our customers. The following is available
(check with Regional PSS Manager for availability in your region):

e  Microsoft ASC brochure (availabie February)

Dara sheets from each ASC outlining key offering and how to contact them

Mission Critical Support Services Corporare Backgrounder (available now)

Mission Critical Support Services presentation (available now, in presentaton builder)

Microsoft Support Network data sheets (US sheets in Infobase by launch, with printed collateral o

follow)

During the next 6 months we must make it a top priority for our (LORG) sales force to be able to
effectively articulate and position our support offerings. Our Regional PSS Managers will help mn this
effort. We ask that you make it a priority for your LORG and MCS resources to understand our support
message and make sure support is addressed in each backoffice sale. Each significant backoffice win must
have a built in support plan © be considered complete. Support can be delivered either by MS, ASC ora
combination thereof, but it must be addressed during the sales cycle.

ASC (Authorized Support Center)

In the new open systems environment some larger customers not only want the toaal flexibility of
technology but also the choice of vendars or partners  provide support (including in-house) to address
some of their key needs (“menu” approach to support). Other customers are looking for an external
support provider that is able to offer a single point-of-contact solution to their multivendor needs (one-

stop-shop). Building support parterships o provide one more way for organizations to get the full set of
support services they need o successfully deploy Microsoft technology is the goal of the SP ASC program.

During CY95 we are focused on enhancing ASC delivery skills on our products. We need to bring all
ASC’s to0 a base level where they can be one-stop-shop. In addition we are working with each ASC to
develop competence areas (SNA server, SQL server, systems management, helpdesk outsource, software
asset management, messaging etc.). This will give us an opportunity to utilize ASC’s on support related
projects, the way we today utilize other SP’s for systems integration via our MCS model. The program
should emphasize quality before quantity, so we recommend no more than 5-7 partners per country.

We are working with each ASC to present their service portfolio to our sales force. The portfolio can cover

these three areas:

e One-stop-shop full support offering; especially attractive for SMORG business

e Service as menu items: planning, implementation, maintenance (i.c. helpdesk); mostly related o
LORG business

*  Per incident support

Information and Electronic Services

The goal of our Electronic and Information Services is to reduce the demand for suppart by providing oir .
. customers with easy and engaging access to the latest MS technical information and related sowices. This_- - =

“self-sufficiency™ approach is at the nucleus of our strategy for managing support demand ane ST

empowering cusiomers to use our products. All current information offerings, Intemet (FTP ;ﬁ' > ; -

WWW), TechNet, CompuServe, FastTips, etc. will be retained, and will be reviewed forcostmew‘}

oppormunities. Internet, the Microsoft Network (MSN) and TechNet have great potential for reducing

HIGHLY
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support demand. providing cost recovery. and extending our tmplementauon of technology as a soluuon
for supporL The bulk of our efforts will therefore be applied © these services. :

We plan to deploy a suite of services designed 10 provide our customers with pervasive access 10 a vanery
of technical information and resources. Our Free/Low Cost offering will include unlimited, ‘no’-fee
access via all of the major service providers (Internet, MSN, CompuServe, eic.) o the majonty of our
current technical support informanion (KB/SL, white papers, etc.) and to member-to-member ievel
Bulletin Board Services (BBS) over CompuServe and MSN. In the U.S. we see rising costs assoqiated
with moderating BBS's, we therefare plan to deploy a cost reduction strategy. We will save money by
limiung time we spend on incidents. We will take some of the money saved here to provide greater
incentives for third-partes 1o answer questons in these forums. Micosoft's mieraction in these forums
will be to “facilitare™ the delivery of informarion, by working with third-party community and point users
1o where they can find more information vs. actually answering 1:1 questions on the forum. Addirionally,
we plan 1o offer a fee-based, per-transaction “Premium” service which will provide our customers with the
option to purchase rich, unique technical informasion, udlites, etc. and will allow us to recover the costs
associated with developing this content. This level of service will be available only via MSN due to
security and technical limitations of other service providers. To allow our customers the ability to work
clectronically with a MS Support Engineer, we plan to offer an electronic per-incident support option to
all of our customers via MSN.

The following diagram further illustrates the Electronic and Information Services offering we plan to .
develop-

— Valve-Add Semhes—l
Free/Lows Per Transaction Per .
Cost - Premium Services incident ;
Mem-to-Mem BBS Code Sampies, 1:1 Electronic
KBase/Sottlib, FAQ MS Tools and Utilities, 2way SR
List Services,
Select Docs

One key area of focus in the upcoming 6-12 months will be to leverage MSN, the Internet and TechNet 1o
further extend our reach. MSN will provide PSS with a rich Microsoft branded environment to build a
broad range of Information and Electronic Support services. With more than 100,000 users a week
directly accessing our core suppart information via the Internet, we plan to further improve the
tnformation content on our Internet Servers. Further, we plan to greatly extend the TechNet product,
which in the past 6 months has seen an increase in sales of 42%. We will run mials in the reseller
channels in the U.S. during the next quarter and will also bundle it in the North America Backoffice box.
In March we will upgrade our OnLine 2.0 for Windows product to the Microsoft Parter Network vl.1
product to provide our premier and priority annual customers with enhanced electronic issue submission
capabilities. During FY96, we will add the support functionality MSPN 1.1 has to MSN, thereby allowing
us 10 transition over from MSPN as the service request tool for our premier and priority customers.

We are also investigating how to s¢ll our annual Support Services via MSN. This requires further analysis
and changes to internal tools, so no timeline has been set but we are commitied to make it happen. . -

Questions regarding our Information and Electronic Services may be directed to John: Martin (johnmart). _:._
L. ':_—'-."'.:E-';_’;~ - - ":l
e - o
MS-PCA 2557300 =,
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Customer Tracking Systems

As the worldwide PSS business manures and the Regional SupporyEscalanons Centers become a reality,
the vision of what a customer racking system must be becomes more clear. We require 2 global customer

system witu

1) dara that is integrated and easily shared to support worldwide reportng and enable an account
manager, for example, to easily determine the complete status of any customer account before
making contact with that customert,

2) abasis of consistent rules and processes to enable smooth incident escalation towards increased
engineer efficiency and customer satisfacuon, and

3) configurable workflows which support local varniations.

Omappmachwrmlmngmxsnsxonrswconvuxcsyswns,oodcbass and datz stores to enable more
streamlined and efficient development, and facilitate dara sharing berween applications and across sites.

The wtble below outlines current status and our migration plan towards one system:

Systems Purpase Curreat Phase 1 Phxse O Pbase I
Instaliation
Statns -
Work Bench/ Conomer US and Canada No major modificanons No major modificanons To be replaced by MS
CITS Phooe Isme (dusters 12 sod 3) | planned. planned. Masager 5.0. (US
~ Tracking (Carrent nsers 10 stxy with | (Earopean osers and US and Canada (clusters
Germany, UK, WorkBeodh/ CITS.) daster 3 1o migraze 10 MS 1&Z)wmgnwow
France, Beoctaox Manager 4.0. US and MS Manager 5.0)
and ltaly (cdoser Canada (dusters 1 & 2) w0
1-2 or all) stay with WorkBench/CITS.)
MS Mapager | Comomer 18 nstaliations e  MS Manager 2.5- MS Manager 4.8 - Target MS Manager 5.8 -
Phone lssoe mbs for Sapport Target Q3 FY95 - md-Q2 FY96 Target TBD
Tracking, Ssles | and/or Japen's mquirements | ¢ improved castomer e full scalability
a0d Marketing | Salet/Madketing e  MS Manager 3.4- Socns e  addional
Foncoicas Target early Q4 «  maltiple debivery requirements 10
FY95 - inclades channels (phooe, sappont US
apgraded Sales and eloctronic etc.) dosters 1 &2
Markring e  advanced ixsoe
fancienaly o et fockodes | Insalis-
nddmmlo?.i)’lPSS improved escalations) s lm-USdosters
cobancements s  management reporting 1&2
* MSManager3d- | .  improved scalabibry ©  2od-other
Target earty Q1 and moduiarity RSCs, RECs
m-.ﬁ?«tm 20d sobs (as
coaecovity, Installations - appropriste)
2.0, other PSS *  1s-US Cuser4 and
eahancements Premier
. e  2od-Eorope RECs
peallatons- «  3rd-other RECs,
* - Japen caly RSCs, all subs. aod US
e  30-USFSG,RSCs, Closter 3
RECs and subs, a3
needed
e  32-renofRSCs,
RECs and (noe-
CITS) subs
PRISM Qunuer Josalled m aimost | PRISM 2.6 - Target earty | To be repiaced by MS NA
E;ﬂc' every sob Q4 FY9S Manager 4.0 folowing
eacicing e  sappors REC mstallation progressan
and Escalsnons escalatioo roles dascsed above.
e mugrae serverio NT
Major Bag Fizes I _
Instalistions - - v S
*  Ist- Earope RECs 'R —
e  2nd-US and rest of
RS - MS-
RSCr, RECs sod PCA2557301
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pss.doc Microsoft Confidendal Page 6

[
P



5.

APPENDIX A. US Framework

Desktop Personal Development | Business
Applications | Operating Systems
Systems
Premier Global Premier Global:
Support * $225 000/year flat fee
Access Designated TAM | * Premier Giobal TAM Team access
Team * 2 on-site visits per year
Multi-national Support * Up 1o 10 multi-national contacts with unlimited incidents
Full Infarmation and * Additional contacts: $10,000/year
Electonic Services * additonal TAM Team access for specific activities as defined by a Services
Access Description
24x7/800#
Premier Support Premier:
Access Designated TAM | * 525,000 year flat fee including 150 incidents/year
Team/SAE * Premier TAM Team access
Full Information and * Option to specify SAE coverage for development activities
Electronic Services * Unlimited named contacts
Access « Additional incidents: $1,500/year including 10 incidents/year
24x7/800# *» Additional TAM Team access far specific activities as defined by a Services
Description
Priority Support Priority Comprehensive:
Priarity Access $3.995/year including 35 incidents/year
Full Information and $1.500/10-pack
Electronic Services $150/incident _._ -
Access Priority Development & Desktop:
Annual/ PAYG $2.495 fyear including 35 incidents/year
24x7/800% $895/10-pack
$95/incident
$2.95/min.
Priority Desktop:
$395/year including 35 incidents/year
$125/5-pack
$25/incident
$2.95/min.
Priority Home:
$15/incident
$2.95/min.
Electronic Services * Member-to-Member Microsoft Facilitated Forums available via CompuServe and
Annual/ PAYG Microsoft Network (when available). ;
Low Cost * Electronic SR submission available via MSPN and Microsoft Network (when -
svailabie) for Premier Global, Premier, Priority Comprehensive (35 Pack), and Priority
Development & Desktop (35 Pack).
Standard Support UNLIMITED 90 days 30 days Not Available
Full Information Services | NO-CHARGE No-Charge No-Charge
Access (NA only, rest 90
No-Charge/Toll Call days No-charge) : - - -
Information Services * Access the complete Microsoft Information Services content (Le. the 4
Annual/ PAYG KnowledgeBasc, Software Library, Service Packs, HotFixes, eic.) viin_a'g' E: -
Low/No Cost (FTP. Gopher, WWW), CompuServe, AOL, Prodigy, and/or Microsoft B SR

* Faxable guick-tips are available via Microsoft FastTms. -
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APPENDIX B

APPENDIX B. TARGET AUDIENCE FOR EACH SERVICE OF FERING
Microsoft Support Network Target Customer Guideline i
oecvicas iy Iysnain hainnid P i L ooy
Mult-national LORG X X X
LORG X X R
SMORG - X X
MCP SE X X
X X
X X X
X X X X
X X X
X X X X
X X
X x | x X
X X
X X X
IR =
T -
MS-PCA 2557303 —
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