From: Jim ARchin (Exchange)

Sent: Friday, September 17, 1839 753 AM
To: Anthony Bay (Exchange}

Subject: RE: Update on streaming media for ATT

You have made your point. Bift needs 1o respond. | propase you stop with this email .- make ilthe final one.  1tis
besl 1o not fight a battie like this in email.  You should go see bill and discuss wilh him.

i nothing changes, then } will release you guys to make deals with olher STB vendors.

jim
—Original Message-—
From: Anthony Bay (Exchenge)
Sent; Thursday, Septeyber 16, 1959 6.1.3 P
Te: Anthony Bay {Exchange), Bill Gates; Jon Devaan] Rick Baihuzzo; Steve Badmer
Cer Jim Abchin (Bahange); Wil Pools

Subject: RE: Update on streaming media for ATT

it has teen pointed out to me thal perhaps in my passion about this issue § could have done a better job of
arficulalion. sonvy i | came across inapproprialely. here is another try.

RealNetworks ks one of micresoft's top competitors. For the first time foday at company meeting we made this very
clear, Steve said there should be no eonfusion about this.

Microsoft helped Real get established on the PC. we shipped thelr player from 1E2 thru 1E4 and included them In
Windows 98. We left the market confused a5 1o whelher they were a pariner or a compstitor. They bullt a big lead
which we are working hard to reverse, as we left ourselves a very big mountain to climb.

Windows Media is now at parity ron rale Tor players on PC and is included n al major pperating system reieases.
We have approx 40M players distributed ramping to over 100M by mid 00. Windows Media is gvajlable on WinCE
handheids, starting with Caslo and continuing with the upcoming rrew retease of CE handheld OS. Media player for
Mac is in beta and will ship this year. Unix a bit Ialer. We are doing super well with the coming generation of
portable music players {ska MP3 players). We are on track to have all major processors used in these devices
support pur format by end of the yeas, and mosi devices shipping slarting late this vear will include suppos for bath
MP3 and wma (windows media audio.. fonmery msaudic). NONE will suppon Real G2. ihis is a calepory Real
doesat have the quality to compete in. we have a great story. we even make meney!! even the MPEG car devices
thatl runs on Linux will support wima.

The naxt battleground is TV STB and servers. Thera Js TVPAK and WebTV service and competiors (Liberate, AQL,
efc). Windows Media isn yet avallable on any TV STB. We need lo be... getting breadth coverage is 2 key success
criteria.  We are working closely with TedK's team and have Windows Media working on the DCT-500D based systemn
MSFT will deliver to ATT. Eventualty we will end up in TV PAK via work done in Ted's team that Phil Goldman wiil
pick up. That leaves exisling WebTV devices and service. We can't do the work curselves fo gel there due to
architecture of WebTV curent devices.

WebTV helpad Real get established on STB before they were acquired by microsoft via ils Inclusion of Real 3

decode. We are at a junclure in evolulion where wa have an opportundy to end our supporl for Real on WebTV
service (altho some argue that Isn't the right approach), of at least end the preference for Real on WebTV sesvice.

My concem ks not so much that WebTV supports Real G2, although | cerlainly think is a mistake 1o conlinue suppert
1or Real given thal they are a strategic competitor lor microsofl and we have aliernative means to satisfy customers

on this isspe. My concem Is that WebTV is upprading all its devices to support Real G2 and its most oplimislic
proposal for Windows Media support is that some subset - approx 50% - of WebTV devices would have Windows
Media support.  Semelime nexd year. So 1o be clear, what WebTV is proposing is to have Real G2 as the slandari
media lechnology for ils service and windows media as an oplion for those devices capable of supporting both. .
What ICP wanling 1o slream o WebTV users would use windows media in that scenario??

i think il is completely off siralegy to favor a key competitors technology over our own on an emerging platforn,
especially when our own has demonstrated higher qualily and end user experience. The direclive to WebTV was
t
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Ldear, the detault media fechnology on WebTV service should be Windows Media, and Real G2 should be avaiiable
as an oplion for those platforms that were capable of supporting both, What WebTV has done is the opposite.

Can someone please help me understand why this makes sense? why do we want 1o help Real establish thernseives
even more finply in the TV space when we are lrying 10 win a platform battle? would we inctude supporl for a Java
rumime in WebTV service if customers asked for 1?7 O Quicklime suppont?

—e—Qrigina Messagh——
From:  Anthony Bay (Exchange) '
Sent:  ‘Wednesday, Septernber 15, 1999 4:46 AN

Tot BI) Gaies; Jon Devaan; Rick Beluzzo; Steve Balimer

Cex Jim Allchin (Bxchiange): Will Poole
Subjert: P Updata on sbreaming madia for ATT

per my earlier mail, the WebTV decision 1o make Real G2 the standard media format for their service has
broader ripple effects.

the ATT deal is 8 key thing for us 10 win.. if we lose this, along with WebTV's plan to suppont only Real across
their service, we are In big frouble on TV platform. (in case it wasn't clear from my lonp winded mail, even next
year's WebTV update that includes windows media would only go on a subsel of WebTV devices... approx 1/2 of
the currem user population. meaning content providers who wanl te target all WebTV can only do so via Real.)

it would be iemible It Real became the defacte slandard for TV platform.. requiring Real's unfime ang servers
and prolocois & encryplion puls Microsoft in a tough situation 1o execule againsl and ceding 2 sefious plationm
component fike this is very dangerous. Real will also have Liberate making them the enly complete sohdion,

i find #l awfully hard to believe that ATT makes this decision based on the shorl term availaility of RTSP support
when they acknowledge that we have betler qualily, are aiready running on their platform and have the clear
schedule edgeil! as TedK poinis out, we should have ail the advariages in our favor given we have shown we
can deliver and are the acknowledped befter solulion. ATTs rationale makes no sense, RTSP by itself provides
no interoperability.. Reat is an end to end proprietary solution regardless of the wire profocol. ERher ATT doesn't
understand this, or this is a red heming and something efse is behind this. if | were Rob Glaser | would play my
WebTV card for alt H was worth.. Microsoft's own TV service has standardized on Real G2..w hy shouid ATT go

a different direction?

as you know, i think the WebTV strategy 10 standardize on Resl s a disasier in the making. | pet nowhere with
bruce ofher than fip service. i he continues on current path we should alt be clear about the likely impact on

Microsoft's TV platform overall,
--—Original Message-———
From: Ted Xummert

Sent:  Wednesday, September 15, 1999 4:23 PM
Tor Emm{r:ﬂo),'romhmm,mgmcw Rod Deyo; John Parcham; Jun Liy; Bob Fries; Wik Friecman; Mika Becker man (Bxchanoe);

Hildreth {Exchangs)); Gary Schare; mwtﬁx&mge)
€c; Steve Timun {SYS); David Bladirmen {LCA); Sarah
Subject: RE: Update on strearming media for ATT

"This is not a great development, bui 1'm hopeful we can tan it around via our real code (running o the platform),
technology and integration. Al hands on deck—leds go get this onet

~—=Originad Message—--

From: Carl Hu ((PD)

Sentz Wodnesday, September 15, 1999 4:10 PM

To: Ted Xummarn; Tom Prinan; m&wmmmmmm Bob Fries; Will Friedmon; Mile Beckerman (Exchange);
Bob

Stevetim informed me that In today's 1:1 monthbly program review sassion with ATT, they told us the
prefiminary recommendation for streaming media provider was Real Networks. Although they said that WHT
had superior quality, they felt that RN could improve their quality sufficiently and more importanily, could
deliver RTSF support in thelr inltal offering, whereas WMT would have o wait until version 5. It appears ihis
infarmation was based on ihe werk that Jamie Durkee has been dong the past few months since the recrg
thal moved George Backer out of the picture. This deesn mean that they've mede a final decision - Steve
was able o gel PMD o agree 1o do a Yechnical and schedule analysis of both RN and WMT early next week
1o gelermine where they really stang on the decision. Sleve was also clear on the fact that we have the clear
2
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schedle edge (RN hasn' even approached vs on Jicensing our SDK yef) and that we bave an saiy version
of our player running on Altoone and DCTS00D.

Although this is dearly 2 troublesome development, we still have a great oppontunity to recover. tialked to
Shelby Beatlie today and invited them o come up here next week to meet with us, get 4 demo, and go aves
the schedule. § also encouraged them to do this before they 1alked to RN so thal we could educate them on
the intricate issues involved with porting the client to run on the DCT5000. | should know by Friday whether
they agree to this. In the meanwhile, we have a number of areas thal we need fo focus on:

1. RTSP - this appears 1o be the main obslacle 10 WMT acceptance. We know from prior experience that
ATT ie very opposed 1o propristary prolocols. Whalt is our schedule for supporting RTSP and is there any
way we can pull this inlo the FCS chent (5200037 We will nesd 1o present ATT with 2 schedule for

integrating this suppon.
2. Pemo - Angus' 1eam has made great progress on this. We have a dazzing looking Altcona demo and
can now showt a streaming video sample on a DCTS5000 The qualily of the latter is stil) not where we'd tike it

1o be for a cusiomer demo (slow frame rate, bad audio). Angus’ team will continus 1o work o impraving the
quality for nexl week's demo - any help the Alcoda 1eam can offer on improving plalform performance will be

greatly apprecigled.

3. Memory foolprind - now that we have a real working D5K clienl, we should update the memory foetprinl
numbers and pive them to ATT next week.

4, Schedule - Sievetim and Angus will need fo work up a delailed schedule fo prove 1o ATT thal we can
meet our M4 integralion goal, We also peed to lajk to the WMT team aboul how we would add RTSP
suppon! and whether this cotid be done for FCS - this very welf could be the deciding tactor.

11 keep you advised if | hear anything more.

-Car
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