
PLAINTIFF’S~ EXHIBIT

FY98 - A Foundation Year ~,,’~ I ~:~

Just when we thought we had it all down to a Rne art, the industry is ~acing yet nnother
major challenge by some of our fiercest rivals: IBM, Oracle, NSCP and SU~.
I~ ~ruly aligned, this would be a formidable coalition, but despite a cerudu amount of
displayed unity, all of the above are n-aly comp~ing as fi~’cely with each other as they
are with us. The key for us in OEM will be to isolate them fi’om the res~ of the industry
where they, except SUN, hold sigzti~cant stakes. Knowing our madnmp, it will take us
12-18 months to respond with superior TCO and productivity solutions. The only
weapon we have in the interim is to use our current good relationsldps with the majority
of the PC manufacturers to keep tham in our camp and isolate the dangerous four in the
maxket place. While the company is moving toward a D-day type announcement on June
24’~, 1997, we in OEM need to continue to point out to PC manufactures that any
coopermion with the dangerous four - evm from groups outside their PC division, will
hurt the PC indusn7 mission of providing superior productivity solutions to our mutual
cu.~omers. Natm-ally, talk alone will not pull us out of this crisis. This is why I am
ca/ling FY98 the round,ion year.

Th~ is the year, which will determine ours and MSFT’s success in the year 2000, which
is only 5 yem~ away. Job #I L~ unchanged - we must continue to build competitive
immunity. The key initiatives in FY98 to prepere us for the year 2000 challenges sr~ as
follows:

I. Learn how to improve our customer ~ r~cord significamly
2. Execute a value added web suategy for System Builders
3. Hurrare and influence ~he u-ansidon to ~ for all Imdneas desktops
4. Increase bootable OS peneumion in key development counUies
5. Increase WW piracy efforts by creating a grass roots movement as well as

s~ing up legal enforcement

I. Improve customer intinmcy
I have always been convinced that the key to customer intimacy is delivexing real
val~e. 1"ne first �ritical step to doing this is listenin8~ We have just gone through
first round oflE 4.0 discussions as well as a series of meetings with customers in
re~ards to an imlxoved W’mdows experience at boot time. In both cases we have
demmmra~ tl~ we can listm and ~ow our partners more fi-eedom to run their
Imsines~ and gm~r~ Imppier endusers in the process, a value proposition every
pardcipam Ires been looking for. At the same time., we’re going through a major
rewrite of our n~ster agreements. This should make it much easier and predictable to
deal with us whm we roll ota a 3-year T&C framework independent of any licensing
agreement. The value here lies in less time spent in negotiations and more time spent
in worldng with O£M customers to ~mprove their business position while increasing
thdr m~st in us. These are just 3 grest examples ofhow listening to cuslom~rs can
change our business practices and deliver real value to customm~. We need to do
more of this and I hope you all will a~dvdy participe~ in developing and deliv~rin~
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3. Transition ~ lqTW for all business DT
This is almrd �o~ business ~ ~or ~e n~ ~ y~

c~~ ~ ~ md ~ a ~ ~ $f0B ~
~m~ ~ o~ S10B ~ ~. ~ ~ ~ not ~e ~e ~we
~e ~e ~ ~on ~ ~y ~%. We ~ n~ 6~70% ~ ~on
~ ~2~ to m~e ~e S10B ~ come ~. ~ m~ s~ m~g
mon~ now to ~e O~ m ~ ~e move ~. I r~md we ~d
of ~ ~, N~ md ~fi-N~ ~~ ~ f~ ~ ~e ~e.
S~, ~ ~o~ md close~ ~ ~ E~ ~d ~ ~ ~e k~ m~
w wo~ ~ ~su~ F~ ~e n~ 6 mon~ I ~~d you s~ ~ I~ 2~% of yo~

~v~ O~ ~ ~, we ~ot & it ~one. To m~e ~e ~on w~ we
m~ ~ ~ ~ P~ of ~ m m~ ~ ~e OS of ~oice ~ sm~,
m~ ~d l~e ~~~.

~e k~ f~ ~ for ~98 ~ ~ ~ ~e f~o~g k~
no~ ~ to: B~, ~ ~~ R~ia ~d PRC wh~ we ~ ~ h~d to
~ a ~ ~ ~o~ ~d ~e ~e COA Io ~d

~.~ ~. ~ ~ ~ ~y ~ ~ ff~ ~ ~g~e N~
A~o~ S~ ~d ~-N~o~ ~ ~e ~ s~~~y.
f~ a I~ ~e ~o~g ~ c~g ~ ~ of ~~ ~or ~ ~ h~
w ~ We ~ve o~ wo~ ~t o~ f~ ~ ~ ~
we~ n~ ~ ~ m~ ~d ~si~ ~ ~ ~ ~ m~ ~ ~ to lay
¯ e fo~ for o~ ~0~ ~~.

y~ ~ ~ I~ ~ ~e OEM s~mt ~ ~ Io~& co~~g ~d
"g~’ n~ OS. ~ ~ ~ ~ ~- ~ n~ s~ co~ ~ ~os~

~fl w fi~ ~ wh~ ~ibl~ We ~ ~ ~ ~e ~ ~ ~98 by

~ w ~ ~ p~ ~ ~99, j~ ~ ~e w ~e some ~ ~ ~20~.

~ me cl~e my ~8 ~on ~ ~ ~ ~ you w ~ of you who
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mox~ value to our OEMs than ever before r~-ulting in customer oriented change in the
OIDA group fox" the years to come.
To that end, we have initiated an OEM u’a~xdng p~gram - Holden Valu~.Basoi
Selling. Over the next 18 months, all sales, management, mazkedng and SE
pmonnel will undergo this training. We are investing in you to build a "value"
oriented ~ales and marketing organization. I~ will help ~ to engage custome~ at the
fight level with full unclersumding of their value disciplines. So, less frustrmion on
both sides, more tmderstmxding ofwh~e we can help each other effectively with
measurable results. If executed well it will lead to customer intimacy. We will have to
learn this in order to stay sharp and be competitive in the new century.
At the same time, we will use this oppommity to overhaul our sales and marketing
processes in OEM to be the best in the industry. It is more fun to tead than to fotlow!
The most imporumt curt’mr thought teadmtfip project to improve customer i~macy
is the IE 4.0 and Memphis adoption process by the PC mandacturen. In working
with them, we will lead them to mox~ oppommifies in numxring their customer base.
This should increase their chances for repeat, as well as, add on business and create
happier customers through ¢los~ communication. And I hope we all understand that
an invesunent in our tectmology by our custmners will make it much harder for
competitors to deteriorate ~e W’mdows UI as the sumdard Web access tool.

2. Value added web strategy for system bin’]tiers
We need to make the Web our bet when it comes to reaching out to Sys~mn Builders
and DSPs. Knowing tha~ ~xot all countries around the world have a supportive
tnfrastructuze in place, we will invest in the industrialized countries fi~st and leverage
our investment in the other countries as the infrastructu~ comes along. We have
several projects underway to improve SB relationships via the Web:

¯ Improve cunent MOOT[ and make it a more inteactive Microsoft marketing tool
¯ Integrate DSPs in these marketing activities
¯ Help SBs to somr.e components more effectively through a MOOTI extension
¯ Make MOOTI a support tool for SBs and possibly even their endusen
¯ HelpSBstosetlmorePCs v-ia the Web by adding an mduseracce~ble

configunuion model to MOOT[

While it will take us 12-18 months to complete this project, it should demon.ca’m~ our
commitment to this ctmmmer base. SBs a~ the end ~ consider MOOTI as their
business lifeline, so will the DSPs mui other �ompouent vendors. This should give u~
the oppommity to sell sponsorships to fund future development and promote our

Our beuefita will rome fx~m newly to be learned interactive marketing methods via
virtual aa:ouat managemm~. We have started a pilot program in the US alrm,iy and
will extmd this to other regions as soon as we can recruit enough SBs for our Intemet
site. Without customer e-mail addrmses, no action! FY98 needs to see a major drive
by all subsidiaries to increase their e-mail database. £ve=tuatly SBs without a known
email addn~ will be without commuaication as we phase out classic mailings in
most countries. Ultimately we will tie our sales out information into the MOOTI site
and reward customen who buy on a mouthly basis more than the ohm who buy only
infrequently. This will hopefully be mother way of ech~cating custom~s to buy
gmuine produc~ from legit sources.

~-P~ 156].2/~6

HIGHLY
CONFIDENTIAL


