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SUMMARY

Intemational OEM's aggregate sales in March was disappolnting as we finished 24% below budget. We
completed the month at « total of $13,733,687 in licensing revenue versus budget of $18,092.964. Japan
continues to perform significantly under expectation and finished the month below budget by 79%. Far

East, and ICON finished above budget by 14% and 103% respectively. Finlshed goods sales to F.E, OEMs
tn the U.S. only booked $64,349 versus budget of $152,310 (-58%V).

YTD, intemational OEM achleved $72,007,341 against lts budget of $81,498,541 (inclusive of Redmond F.E.
OEM packaged goods sales) and is 11% behind plan. :

$12,000000 <
ntemational OEM Sales
Wﬂkfuﬂ
$10,000,000 - ’ March 1991
]
$8,000,000
0 Mo actuat
$6,000,000 X v Budget
$4,000,000
$2,000,000
$0 v
FE ICON
JAPAN OEM TOTAL A
March March Q1D Q3 V% QithruQ3 | QtthruQ3
Actual Budget Actyal Budget Q1D Budget % Achwvd
$1,685,986 $7.910,200 $9,743,352 $17,800,836 -45% $44,591,009 70%

MSKK's March billing was $1,685,986 versus & budget of $7,910,200 (-79%V) and concluded a very dismal
quarter. The usually large PC export shipmerts are down sharply In Q3 again. The Japan OEM group,
shoit of account manager headcount this quarter, has not been able to close a number of licenses and
) amendments that would have resutted In Incremental revenue In March. These outstanding contacts will
Cs closa In Q4 but KK will now end the FY at slightly under $52 million (another $2 million under half year
projection). As of the end of the March, the OEM budget for FY82 were also close to final. KK will only
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grow lts revenue from $52 miillon to $55 milllon next year, YTD, MSKK OEM booled a total of $31,186,920
agalnst budget of $44,591,009 and Is only 70% of its planned revenues.

FAR EAST OEM TOTAL
March March QiD a3 V% | QithuGa | Qi thuGa
Actual Budget Actual Budget | QTD Budget | % Actvd
$11,118,854 | $9,724472 | $14,566388 | $13,193,208 | 11% | $32507,183 |  112%

Far East OEM's March performance was $11,118,854 versus budget of $9,724,472 (over budget by 14%)
and continues to do well. Korea was 11% above budget, while Talwan was 13% above budget. Asta
Paclfic enjoyed a strong billing month at 68% over budget. Australia fefl below fts budget by 36%, but
remains above Its YTD revenue target. The FY92 budgets were also close to complete for the Far East
subs, Korea and Talwan will remain relatively flat In ravenua growth next year. YTD, FE OEM booked
$36,246,384 against budget of $32,507,183 (over budget by 12%).

ICON OEM TOTAL
“March - | - March —1] - —QiD TG V% | QithuQd |QituGa | -
Actual Budget _ Actual Budget | QD Budget | %Achvd
$328,847 $458,292 $1,766,868 $1,001,618 62% $3,285,439 124%

ICON's sales were $928,847 against budget of $458,292 (above by 103%). Canada finished over budget by
471%. Maxico and Brasll finlshed over budget by 75% and 44% respactively. AIME biliing came In above
budget by 66% but we have involced to areas where payment collection could be difficult.

Ali areas In March were In process of finallzing FY82 budget. GaryPe In addition spent time on a spacial
OEM dellverables/policies and procedures memo project scheduled for distribution In early Apri.

Canada Is concemed about the impact of the IBM-Novel announcement vis-a-vis the LAN Manager
licensees. Honeywell and Micro Tempus are very disturbed by this.

In Brasf, Microtec will sign a new agreement, effective April 1st. Additionally, MS Brasll will close DOS/Win
ficenses with Monydata and SID (lower DOS royalties).

In Mexico, we have approval for the DOS /Windows campalgn with participation from Lanlix, Electron, Bul
and Acer. MCA continues to be a problem with Inabliity to make scheduled payments on their payment
plan.

YTD blliing performance Is actual of $4,081,649 versus budget of $3,285,439 (24%V).

SALES BY COUNTRY SEGMENT
JAPAN OEM TOTAL
March March Qo Q3 V% Qi thuQ3 | QtthruQ3
Actual Budget Actual " Budget Q1D Budget % Achvd
$1,685,986 $7,910,200 $9,743,352 $17,800,835 -45% $44,591,009 70%

MSKK's March billing was $1,685,986 versus a budget of $7,910,200. During the month, we biled Caslo
($550K), Epson ($771K), Hagiwara ($80K), IBM~J ($255K) and Toshiba ($30K). The OEM Hicansa businass
In Japan during the month was dismal due to delays in signing new agreements and amendments, coupted
with poor shipment and eamed royalty payment performance espectally by the export OEM manufacturers.
The current forecast for all of FY91 Is $51.3M (85% of budget) and we should book more than $20M In the
fourth quarter. MSKK needs to get quick closures on agreements and amendments from NEC, Epson,
Hitachl and Mitsubish.
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CANADA (Ron Hosogl)

Budgetron

Budgetron renewed its two year agreement for MS-DOS and OS2, The curmrent recession and unwillingness to
commit financially made it impossible to license Windows on a per systems this year. However, the finished
goods deal may be extended. Budgetron is the one account in Canada where DRI's presence was very strong.
Budgetron's market I$ strictly the low end VAR (or dealer) who would endure DRI DOS for a lower priced
machine. This new contract guarantees MS-DOS on every processor manutaciured and shipped by Budgetron,
therefora excluding DRI.

Everich
Everich wants to terminate its OS2 agreemant. They want to keep a good relationship and have committed to
putting Windows on their 386 line. They have also Included Windows In thelr recent advertisements.

Honeywell

Honeywell Canada Is interested in moving thelr system offering from LAN Manager 1.0 to version 2.0. The
royalty rate increase is acceptable, while the commitment volume is not. A proposal will be prepared this month
which would allow them to make this move.

Micro Tempus ‘
Micro Tempus Is very critical of our sales record worldwide for LAN Manager. The IBM-Novel licensing issue was
very damaging in their channel. Micro Tempus' lack of success with the “Router” and the apparent lack of
demand for LAN Manager has left this company ambivalent about licensing LAN Manager. A high level technica!
meeting with Micro Tempus In Redmond will be necessary fo orient the development and implementation of LAN
Manager in their Enterprise server.

Primax

Primax started shipping MS-DOS and Shell this quarter. Their run-rate looks very good. This is a good win for
Microsoft since this company was previously purchasing Phoenix DOS on demand. Now the agreement is a per
processor and the royalty rate is quite high. Mark Durst, the President is interested in licensing Windows on
every machine if we can exempt the machines shipped under government bids.

BEDMOND EE (Ron Hosogl)

_Acer Technologles

Applications: Acer Miamt will stage a regional sales conference during the 2nd week of April. Karl Dottlinger,

Product Marketing Manager, will propose several alternative MS Win application distribution promotion

opportunities. He Is using Win Exce! and PowerPoint 1o build his presentation and will stress the practical

application of these products to his sales force.

DOS: ATAT is buying a system from Acer which AT&T will markel as a *“Voice Adjunct Applications Processor”.

&t will be necessary for AT&T to use Acer MS-DOS 3.3 with this system and they wush to ship Acer DOS without

Acer label. Russ Lee is investigating the need for such amendment.

Acer America expects to ship DOS § in July.

LAN Manager: Four existing Altos ficenses which cover MS Networks, Xenix 286/386, Xenix 286 and Xenix

Muttiplan are all due to expire within 30 days. We are working with the Acer/Altes purchasing director to

determine which of these agreements need to be extended.

Mouse: An order for 2,300 MS Mouse was placed. This was a fill order shipped directly from Redmond to Acer

America. Expect that regular Mouse fulfillment, thru the master OEM Agreement in Tafwan, will resume in April.

0S/2: Atthts time it Is probable that Acer will ship OS/2 1.3X when avaliable in June.

Vvanggws: Acer will OEM a 386SX system to Canon (Canon model # C-200 MS55) which will include Acer -
ndows.

Works: Final draft of the Smith Corona Acer Works agreement is at Acer for signature. Agreement Is one year,

30K unit commitment with $300K minimum commitment. Product shipment starts in April.
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Canon USA

Mouse: Final copy of MS Mouse distribution agreement has been sent to Canon for signature. Expect first order
to be placed against this agreement In mid April.

Windows: Windows will be distributed with each of the new C-200 M55 HD120 systems (386SX) which are
OEM'd by Acer. The Windows product will be supplied by Acer to Canon as part of the OEM agreement. This
model will be also bundied with MS Works in addition to Windows. Quotes have been submitied to Y. Okada,
Canon US Product Manager, for the Win Entertainment Pak and also for potential Windows business application
promotions. These quotes are cutrently under consideralion and one or a combination of these MS products may
also be distributed with the C-200 M5S. .

Works: Final MS Works agreement has been sent to Canon for signalure. First product order against this
agreement Is expected mid April. MS Works will be distributed with each of Canon's new 386SX systems which
are OEM'd by Acer.

Epson America

LAN Manager: Holly Cole, Manager for Product Planning, came to MSHQ to discuss LM marketing opportunities
for Epson America. RuthW, OEM Marketing Manager , cleared up the confusion in regards to Epson America
shipping LM in the US. Epson Japan has signed a license to distribute LM in Japan. However, Epson America
doas not have this abliity. RuthW explained MS's “Server Pariner” program where Epson can co-sponsor
seminars and training sesslons for LM forend users and resellers while showcasing Epson hardware. Action
ftems are for Epson America to supply MS a list of it's dealers and resellers. RuthW will match this list against
the one targeted by MS for authorized resellers of LM. Seminars will be co-sponsored with the dealers which
match both lists. Holly plans to send Epson's fist by the end of April.

E8U, Works: John Sage, Group Manager for Works, gave EBU's strategy for Works and other products coming
out this fall which run under Windows. Another mesting is scheduled for early April 1o present EBU's new product
line to the Marketing Managers at Epson’s facility.

Fujitsu America

DOS: Fujitsu America is licensing MS-DOS ROM 3.22, through the master agreement in Japan, for use with their
new Harndheld Computer product line. They contacted me for pricing for CRC for DOS 3.2X. This quote may
lead to $4K in incremental revenue.

MM Windows: Bookshell for Windows was presented to a group of Fujitsu executives (including Mr. Furukawa)
during the CO-ROM and MM Conference. During the presentation, it became clear that Fujitsu is focusing their
MPC marketing effort on the Japanese marketplace with limited emphasis on US distribution. In fact, they must
first bulld a PC distribution channel! in the US before any voluma shipments can occur. This development does
not appear likely in the nearterm.

Goldstar Technology

MM Windows: PamelaGo, Product Manager for MM Windows, and TomBru met with Don Son, Senior Engineer,
Young-Man Park and Pit-Taa Kim at the CD-ROM Contference to discuss Goldstar joining the MPGC Gouncil. This
is the fourth time PamelaGo has met with Goldstar 1o explain the benefits of Joining the council. Unfortunately,
one of the primary decision makers from Korea carcslled coming to the conference. Off the record, Don Son told
us that, *if Samsung joins, Gokistar would probably join®,

Hitachi America

LAN Manager for Unix: A meeting to discuss the latest developmenis with LM for Unix was scheduled for early
May at MSHQ. _
Hyundal America

Applications: Mat with Song Choi, Product Planning Manager, to discuss possible softwara bundlings in the US
with Hyundal machines. Hyundal's main distribution is through small price sensitive dealers which camy several
low end clone fines. Song Chol indicated that these dealers do not want any software bundled. They receive
many machines bare bones and build to order. Furthermore, these dealers will swap out hardware and replace
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with the cheapest parts to improve margins. Thus, at this time, Hyundai America is very resistant fo software
bundles.

. Leading Edge Products . _
Windows: GeoWorks continues to be a threat to Windows in Leading Edge. Atthough DWT has ficensed
Windows on every 386, LE has the flexibility to not load this product. A major win for Microsoft is Works which
will be loaded on the 286 and 386SX/16. However, Windows Is still threatened. GeoWorks will support their
product direct. With Windows, LE must support. Furthermore, GeoWorks is willing to licensa only their GUI shell
Geos. Again, GeoWorks will support this product directly. MSCH action is to convince DWT 1o tell LE that they
need to offer Windows over Geos. Since DWT owns LE, DWT may pressure LE to comply. TomBru informed
the Windows group 10 address LE's suppon issues
Mouse: Closely assoclated with Windows is the opportunity for LE to bundle the Microsoft Mouse. However, for
our pricing to be competitive, LE must ship Windows with the 386SX. The Windows License with DWT requires a
$5 royalty uplift #f the OEM ships a competitor's mouse. Logitech has quoted a price of $13 per mouse. MSHQ
has quoted $17.50 per mouse with a 50,000 unit commitment. MSHQ can win this business only it LE incurs the
$5 royalty uplit if they ship the Logitech Mouse. This is still an open issue and will require the cooperation of
MSCH.

Matsushita (Panasonic)

Windows: The "Tune to Win" promotion, which included Windows 3.0 distributed with the Panasonic C-1391,
was less than successful according to the Panasonic Product Manager. Late execution was cited as the chiet
reason for the lackluster sales. The promotion was scheduled to kick off no later than mid-December, but was
not Implemented until February 15. The MS Windows distribution agreement with Panasonic expires in May. No
additional orders of Windows are planned against this agreement.

NEC Technologies

DOS: A new MS CD-ROM Extension license, directly betwesn MS and NEC Tech., is currently under evaluation.
This license will cover the new P 43 (386 notebook computer) and a NEC Gaching SCSI Host Adapter kit.

Royalty will be $2.00/system with volume as of yet undetermined. NEC Tech. Systetns Development has
discovered a bug with DOS 5 and NEC's large disk partition utiity. It may be necessary to acquire Source for
DOS 510 rasolve. NEC Tech. will address the need for Source directly with NEC Corp. In order fo initiate license
negotiations.

LAN Manager: DrewF is communicating directly with Paul Reed regarding details of the LM Certification Program
participation. Since NEC has commitied to doing 0S/2 1.3X, | believe they will be very receptive to the
Certification Program. :

Multimedia: NEC Tech.'s plan regarding marketing and licensing MM Windows is becoming foggy. First they are
concemed about feedback from various ISVs and IHVs stating that these vendors are writing MM drivers for their
products for the DOS, Windows and MM Windows platforms. NEGC feels this development may obsolete the need
for a specific MM Windows license. Also, their MM strategy is to make thelr entire product line (386 and up) MM
ready. Itis unreallstic to believe that NEC Corp. will commit to licensing MM Windows on per system basis for all
386 and 486 computers. But NEC Tech. will also sell components of this kit (audio board, CD-ROM drive)
separately and they will not create a separate SKU, which includes MM Windows bundled, for each component
sale. New discussion, directly between the MS MM Systems Group and NEC Tech., are necessary in order to
snsure closure of this ficense.

08/2: The call last month by the 0S/2 development team proved productive. NEC has committed to producing a
NEC 0S/2 1.3X version.

Pen Windows: The NEC 486 based laptop designed to run Pen Windows will be release prior to availability of
Pen SW. Until Pen Win Is avaftable, they plan to bundle Win 3 with mouse emulation capability with pen.
Negotiations ongoing in Japan regarding NEC using the MS Mouse driver for their DOS-Pen system.

Windows: Meetings were held during February regarding Win application bundle opportunities and also NEC's
sales force standardizing on Win apps . Follow-up discussions planned for March and April.
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Okidata

No correspondence in March. TomBru took over the printer business unit from DOEM which was handled by
NancyRi,

" Samsung Information Systems of America (SISA)
Applications, Works: Samsung Is announcing the Spensor fine which is made up of a 286 and a 386SX ‘machine
tor distribution in the mass merchant channel. The 286 will bundie GeoWorks and the 386SX will bundle
Windows. Additional software bundles on the 368SX have not been finafized. KW Jun, Director of Marketing,
met with CraigB at the CD-ROM Conference to evaluate MM Bookshelf, KW Jun is planning a tnp to MSHQ in
early Aptil to discuss EBU's new product line and other MM titlas suppfied by MS.,
MM Windows: Samsung has decidad not to join the MPC Council. Samsung believes there are not enough
benefits to warrant the $1,000,000 presented as funds and "in kind" contsibutions.

Sanyo USA
- Works: Works evaluation copy-sent to Jerry Flynn, Product Manager, at Sanyo. This is first step in qual:fymg
Works distribution opportunities at Sanyo.

Sharp USA
Windows: A meeting to discuss package product Windows and MS Mouse/Ballpoint Sharp distribution
opportunities will be held in April.

Sony USA
MM Windows: CD-Bookshielf Agreement is not yet signed. Patent acknowiedgemem issues have stalled final
closure. Expect agreement fo be signed early April.

Toshiba America (TAl)

Meetings with TAl's product marketing people was pushed into April. Good news, according to Steve Andler,
Product Planning, TA! was ahove forecast for the month of March for machines shipped. However, two more
people left TAI marketing. Tom Shemard who was Director of Marketing and Marc Rubenstein in Market
Planning. As of March 30th, there are only two Product Managers handiing all product lines at TAL.

8i Johnson, GM of TA, resigned April 1st. The interim GM is Mr, Nishida. TomBru will set up a meeting with Mr,
Nishida and RonH to discuss how we are to work with TAI given the new relationship.
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MARCH 1991
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