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From: Bill Henningsgaard Comes v. Microsoft

Sent; Wednesday, February 07, 2001 4:57 PM

To: GMs of Subsidiaries

Cc: Agreement & Negotiation Solutions; Bill Henningsgaard's Extended Reports; Orlando Ayala’s Direct
Reports; Joseph Krawczak, Global Desktop Applications Product Mgrs

Subject: Office and EA renewals

As you know, Microsoft is planning to significantly change our volume licensing programs. We will launch the new programs in
October 2001, with plans for public announce in May. This mail will provide you with guidance around the valume licensing
program changes, notification of some planned changes to Office and an action plan to drive with your sales teams now,
particutarly around EA renewals and Office launch preparation.

Your immediate actions are!
- Ensure your sales teams do not share any planned licensing changes with customers
- Prepare to notify your customers of the changes in Cffice licensing
- Adopt new pricing methodology for EAs renewing prior to May (list included)

A. Future Program Changes - IMPORTANT - DO NOT SHARE THIS INFORMATION WITH CUSTOMERS!!
These program changes are part of the enhancements to sales, services and support that constitute the Sable project, and will
enable us to:
1) Improve support for the enterprise through better integration of licensing and services while ensuring access to bits
and expertise customers need to be successful
2) Begin the transition toward a .NET annuity business model.

As with any major change, there is a natural desire for reps to leverage these changes, often with incomplete information, to
drive decisions now. However, it's critical that your sales teams NOT SHARE INFORMATION ABOUT THESE CHANGES
before being advised to do so. Why? - Once analysts and the press find out, they will publish partial information that will
cause your customers to stall sales and inundate your reps for clarification. We have had a few leaks already in Europe and
the US. As of this point, any request to share these licensing futures with customers needs to be approved by me.

Communications and Training Plans

Comprehensive field rollout plan, including partner and customer notification: end February 2001
Train field and partners: April 2001 (we are scheduling training now with your teams)

Public announce: May 2001

Program launch: QOctober 2001

B. Office XP
Office XP will ship, in the United States and Canada, on the April Select CDs and will appear on the May price lists. On a go-
forward basis, we will no longer offer Technology Guarantees in volume licensing, starting with the Office XP launch. This
policy recognizes the investment that our best customers make in maintenance (EA & Upgrade Advantage). Additionally,
Office pricing will increase, by an average of less than 5%. light of these changes, the best option for customers is to
purchase EAs or UA. WWLP will be distributing a Licensing Brief and customer-ready letter by the end of this week that you
can use fo advise your customers of this information. There is no plan around a press release on these topics, but we do
expect this to become public information. It is not necessary to refer to any planned licensing changes as part of your Office
rollout ta customers or partners.

C. EA Renewals
Immediately, we need to engage customers with EAs that will expire prior to May. I've provided a list of all expiring deals, by
month and by region. We have created special EA 2-year extension pricing for this list of customers - this will be available in
the next week from your Licensing Executive or Volume Licensing Program Manager. Your sales teams should, working
together with your LE or VLPM, present this pricing for the renewal portion of a new deal. Note - the pricing is aggressive -
vour renewal proposal should expire when the customer's current EA expires.

EAs Expiring
(Reference Data}....

As you've all made clear in the MYRs, the revenue consequences of these licensing changes are large and our execution needs to
be flawless. My group and | are committed to providing you the information and tools you need. Please let me or your LE/VLPM
know if you have questions, concems or suggestions.

HIGHLY MS/CR 0028332
CONFIDENTIAL CONFIDENTIAL



EA EXPIRATIONS - by Fiscal Quarter

Feb-01 131,808 23,752,387 61,608,158
Mar-0} 51 358,608 71,065,536 213,007,985
Apr-01 26 110,351 22,798,357 70,827,663

TOTAL 98 600,767 117,616,279 345,443,806
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