rom: Chris Phillips

ent: Monday, January 04, 1968 8.43 PM
Ta: BHl Gates: Stave Ballmer
Ge: Paut Maritz; Jim Allchin (Exchange}; David Cole; Will Poole; Brad Chase; Debarah Black
Subject: MS Digital Media Strategy as it applles to exciting Consumer experiencs for Wind8 update

for'00

1put this together over the Holidays to present to management and after Hstening today felt that it Is completely
appropriate to share eartler than later.

Much of this thinking Is shared amongst a lot of peopie in the teams touching MM and this was pait of a vision that wa
had tried to start in past years but for various reasons couldn®t get it the attention ar push i deserves. After today, I am
convinced that the timing Is right as it covers much of what you all brought up today.

There is more here than your notion of a “killer” app or functionality for Win2KC (Win98 refresh for XmasD0) as | have
atternpted to bring In sceneros for Digital Media that affect multiple teams efforts. | foel that everything in this plan is
possible if we start imedfately (walting untit April 88 for a decislon is 100 late) as many of the pleces are already under
way or need to run in paraliel. The content management piece is the anty one that | am not sure whers to go within MS
but | know that we propably have multiple onas to chase from.

il

WOMS Prelim
Pan.pit {50 KB)

Plaintiff's Exhibit
6525

-
Comes V. Microsoft

MS~CC~Bu 000000126522

HIGHLY CONFIDENTIAL

MS-PCAIA 5012473




Microsofte Digital Media
Strategy

Plan
DRAFT - 12/29

Chris Phillips
(cphillip@microsoft.com)

Microsoft Confidential

M8-CC~Bu 000000126523
HIGHLY CONFIDENTIAL

MS-PCAIA 5012474




Opportunity

establish Windows as THE consumer digital media
platform

differentiate Windows MM functionality against
competition

enable Windows users to easily capture, edit, publish and
organize digital assets

supports holistic Windows MM strategy (DRM, Imaging,
Streaming, Codecs, WMP, DirectX, Netmeeting, Netshow)
support and leverage hardware innovation

create new market opportunities for our partners
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Threats

» We must win the *glass” or Windows will become
irrelevant .
- Content War - “Three Koys to the MM Kingdom”™
= Codecs - the scnbe
« DRM -the gatekeeper
=~ ProtocoleMile formate - the caravan
- Another 3rd party zitnation - somenne clse emerges a9 the standard
» we e 100 slow to improve aod intovats a0 proprictary spyroach is
picked, our quality is too low, 1P o the iseve
» Every modem Consumer OS has or will have MM services
mherentand mosta‘repnshhgthemlope {Apple, BeOS,
Linox (via 3rd parties), Sony)
« Convergence will highlight MM as CE matufacturers will
use to differentiste (Sony, MEI, etc.)
Microwlt Confidantiel
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Strategy

v Leverages compaay’s MM investments in a helistic
approach
— Tt on all fronds (the three keys) for Windows solulion or doive
them “free™
~ Enhance capture, organize, playback, edit (COPE) capabilities in
Windows
= Bxposed thm simple and consisent UL
* Compontut bascd to suppost CE thr NT
~ Vindows Modla Flayer - taise the quality bar, changs the rules
» Raise the tide for Windows based products
» Open mechanism 1o support innovations
= PC Windows as the “Uber” MM device
k Mmesot Condidaniinl
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Tactics for the 3 Keys*

~ General Tactic = MS standard wins or non-MS is
neutral
» Codecs (see Paulo for details)
- drtve 2 MSAudio and MSVidoo standerd
— gcalled bitrates, Migh quality, IP wnencambered, DRM feveraged
— provided to the industries for “free”
~ DPEM (Pigital Rights Managemsant) (see Bena for details)
— drive a MS DRM standard that the majority of content providers
across & broad range of industries will adopt
— loverage Trosted Windows (56¢ Petarbi for details)
~ Protocols and File formats (ses Ramiroc and Nolay)
~ diive tn indostry standard for streamming, publishing, and
mterchenge

— Do campetitive advantags bt needs 1o be IP sentral, open and free
Microsedt Conidential
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« Not sure what to do about Library (O=content management

Tactics for COPE

3 step approach
~ Step 1 - Xmagd9
= finalty put decent image support in Windows by Ximax 99
* ahip many of the underlying servises and APEs for COFE (A/VC)
- Step 2 - Provide COFE in Win2ZKC (Win9s update for Xmas 00)
as services and solotions which support most scenarios
» Ul'will not be fully reatizad (point functionality approsch) .
» might be delivered as Plus? -
~ Step 3 - Full COPE delivered as part of Neptooe
» complete UI realized
Acquire A/V Ul for basis of COPE to sit on top of Dexter

system) - this is important
End User Marketing of COFE for WinZKC

MinrooRt Coofidantinl
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Windows Media Player = Winner
= Raise the quality bar
= Ships every 6-2 momths with added fimcticnality
- Good consamer UT by defanlt
~— Designed for developers as a platform = “Have it your way™
—~ Better imtegration of media playback in Windows
« Change the rules
- interactive DVD = batter on PC then dedicated Consumer device
~ WebDVD initiative - designed for Wino2
= Distribution of Windows media teshnologies by Hollywood
= Leverage Windows Update
~ Abandon brand to costomneys = “Have it your way™ campaign
— DRM leverage
- Codec leverage
— ASF2 = Windows media genetic e format everywhere

Miaoacdt Coofidenilal
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Situation (PCs)

s Most Home PCs are shipping with Consumer image and
some A/V editing applications
— major quality and fimctionality differences
~ many do not use WDM and Dx
-~ Windows is behind providing holistic solution
s Too many ISVs very few are making money
+ Conpsumer PCs (1999+) are sble to do “realtime™ COPE
~ Low end Videdit apps will follow imaging apps life cycle

» PC will feel pressure from limited purpose devices
+« Windows needs foll COPE services to differentiate PC
-from other devices
Whereeofl Confidential
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The Future for WDMS

PC

Home Theatre Device _ Appliance
(WebTV, STB) DVC, Digital comern, Mpmas)
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Categories of PC Scenarios

= Consamer - COPE applies to all
~ Imaging =Photoboaks, stideshows, cards
~ Andio = “Vizinat’ Tokdbox, usc with shideshow/video, streams
~ Video = Home movies, strezs, msic videos/stideshows
- Schoo! Preseniations, MM scrapbooks
« Purchase collections in Windows CMS formnat
-» Business - COPE applics to all
— Compmnication - Presentations, collaborations, data exchangs
- B-Commerce - [dentificatiom, cataloging
- Workflow (comthined with farms, imagingy
- Promotiomal - Kiosk, promelCDe

‘WEemens: Condidarsiat
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COPE Functionality -

Easy, consistent UT and functionatity for planning,
o . fting, playback, and L
Preproduction planning (scripts)
Capture of still and/or A/V frames from nmitiple external
sourees via multiple interfaces (1394, USB, serial, tf, net)

~ pleg-in model for adding addtionsl intexfaces (compression cards)
Non-linear editing (timeline based)

— Ml VideoSmuge tracks

— Andio tracks

~ Vaico tack

- Titting

— Transition effects with plug-in model

Misrowsfl Coofidertial
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COPE Functionality (Cont)

» File saving in various formats
~ ASF2 (readered for publishing)
- AAF (uon rendered for interchange with other anthoring tools)
— Codes, bitrate], in batch?
- DRM smpport
~ MS MM Library Support (Digital Asset Management)
~ Heed to standantize content management system for asset
organization - sappest taying commaercial ihraries
* CDe, I'VDs, user gencrated, genres, Codeo, cfo.
~ AFifor juiezbox playing (seriaf, fandom, pre-ordered) - temporal
oplimization .

dicronadt Confidentisl
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Critical Success Factors

~ Ship in time for Xmas 2000 (May’ 2000 or earlier)
~ End User Marketing '
= Proven consumer U1
~ Significant OEM engagement for H/W support
~ Significant IHV engagement

= Carera

— Pexipherals (drivers) - storage, capture cards, tie.
~ Predicated on various O/S support

- AV Do i

— AAF and ASF2 support

~ ME andio and video codes suppart

- Wlﬁ.mtﬁbmy:m
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Make vs Buy vs Both

Make from scratch is oat due to limited resources, subject

matter expertise, amount of work, tight schedule

A pure buy iz out because no product completely fits our

requirements

~ Must be brilt on top of Windows MM technology some of which
doss not exist

- Must be designed o allow plug-in of H/W, transitions, sffects

Both licensing a proven product fromn a company that we

" can start from is the leagt risky if it is based on Dshow, has

good UL can provide NRE, and fits business model
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Pinnacle Deal

* $4M for source with $500K NRE

~— host using dexter APIs

— limit titling engine

- Open transition/effects and capture for plug-in

-- GUI change support

— Replace Music engine with DirectMusic
* Pinnacle Provides various H/W solutions

Wigroecfl ConSdmtisl
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TimeLine
Feb’ 99 Consumate Deal
Mar’ 99 WinHee {Announcement of COPE initistive)
Apr’ 99 Start evangleism of MS MM Strategy to ISVs
{Hollywood, Music, Game, eic.)
May’ 99 OSK1 with DV and WIA support
Mar’ 00 Demo COPE at Winklec
May’ 00 Win2KC ship COPE
Sept’ 00 Win2KC COPE marketing campaign
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WinHec ‘99

~ WDMS Keynote Presentation

-~ COPE Initiative announcement
= Partners

— Imaging = Kodak

- Audio = Philips

- Video =MEI or Sony

~ AfV Editing = Pinnacle

- CEB devices=?
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System Requirements

~ Required
- Int Penfimm If or AMD K6 - 3DNow
— Windowrs 00
» Tmplies Dx7+
« Minimal Recornmended
- 308MHy+ Processor
-~ 64 MB of Memory
« V3D AGP Graphics Accolerstor w/bloCamp
~ B00x600, 16bk color space
=~ 4MBRAM
- 1384, OSB
- FIG HARD DRIVE 6+GB

These are the minimum requirements

the more powerful the machine, the better the experience

19

MEB-CC-Bu 000000126541
HIGHLY CONFIDENTIAL

MS-PCAIA 5012492




