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FY98 Overview
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Standard/Upgrade Revenue Model (US,
FY98)
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State of the Business

P competition

ness Drivers Strategies
ed LORG growth |+ locrease S/PC by providing additional value

* Push Entesprise Apreamagt, Office Update as aanuity model

* Accajerats Office deployment
Fancy/vaiue of new [« Drive upgrades through fearures that create:
bns decreasing - gf:"“‘""“‘

- Eod user excitement

*» Provide value ikrough integration with MS server and platform products

* Must shift 1o “systems™ approach o provide organizational responsveaess
e value eroding due j» Develop technology/products that could repiace Office

penetration low in
Lh segments

Substantially reduce casual prracy

Increase OEM Jicansing

Build Office brand awareness & demand

Drive pirchase through features 1hat create busipess vajue

4 & a8

e rr———— I

Business Outlook

Office 9 Product Plans

Business Drivers ] Strategies
Limited LORG growth | = Increass S/PC: Office premium SKU
* Push Enterprise Agreement, Office Update as annuity mode!
* Accelerate Office daployment: TCO features
Relevancyivalue of new | » Drive upgrades through features that create:
versions decreasing = Business value: Web based corporate reporting
— End user excitement: Web publishmg, Outlook, Office Update links
* Provide value through integratico with M3 server and pluform products:
Plato, SQL 7, Exchange
> Must shift to *system
Offics value eroding due | respoasivensss: QFE
1o new competition . techno that could repiace Office: Web publishi
* Substantially reduce casual piracy: LVP
* Incresse OEM licensmg: Axnual license test
Legal penetration low in | o Byl Office brand awareness & damand
growth segments » Drive purchase tiroush features that create business value: SBE, Offico

e ——
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Office 10 Product Plans

Business Drivers | Strategies

Liouted LORG growth ¢ Incroase S/PC: Office Premium SKU/
* Push Enterprise Agreemest, Office Updats ac aonuity model: Office
Update

vircocternte-Offfee-doploymenteFCO-f
Relsvancyfvalue of new { » Drive upgrades through features that cragse:
versions dscreasing - Business value: Notes compettion
- End user excitement: Speech integration, information intelligonce
* Provide valus through integration with MS server and pladform products:
Synched ship date  w/BackOffice. BO (Exchange, SQL, SiteServer) as

Offies value eroding due
10 bew compatition
Legai peactration low in { * Subsiastially reduce casual piracy
growth segments L | OEM i ing: Annual fi
* Bwi Office brand awareaess & demand
# Drive purchase through fratures that create business value: SBE. Office
7
Business Outlook
Release Strategy
» Office Wave

* Office, Publisher, FrontPage, Deco, Project, SBE
* Align w/ BackOffice

Consumer Wave
* Picture It! Greetings Workshop, HomeSuite

Internet Wave

* Web Update, Clip Gallery Live
* Misc
» Mac Office, NetDocs

I
Business Qutlook
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Traditional Competitors
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Major New Investments

NetDocs: Office for online paradigm

* Deco: Business graphics

Small Business: Customer management
* Speech: Make it real

» Office Update: Build online value
Office QFE: Improve satisfaction

FE: IME, Speech, Premium SKU

ey e —— eI

Business Outlook

Important Areas We’re Not Covering in
this 3Y(0)

* Home Productivity Strategy
* Web Essentials
* Education Strategy

e ———
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State of the Market

Bt

Buasiness Outlook

DAD Segment Overview-By Customer

» See Final 3YO Financial Slides.xls

e ————— B

Business Outlook
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Windows Word Processing Market Segments-
By Customer

» See Final 3YO Financial Slides.xls

Business Outlook

US Pricing and License Mix Trends

¢ See Final 3YO Financial Slides . xls

e —_————
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Business Driver: Limited LORG
Growth

N

Business Qutlook

LORG Lowlights

» LORG Named accounts $/PC declining to $152

from $166 in FY98

-~ Maintenance licenses declining 42% in FY98
= Poor design decisions made on Office 97
+ Slow start on corporate deployment (SR-1)

- File format, communication

— Deployment is only 14%

- Cost of deployment still too high

—~ Low IT awareness of business value and tools
« Not as responsive as NT/BackOffice on customer

I

Businest Qutlook
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LORG Highlights

- 70% of 32-bit capable Strategic LORG desktops
are licensed for Office 97

- Improved account outreach through MSOT
efforts, district assignment program

« Solid PR perception of Office 97 leadership and
momentum

— 75 reviews (74 neutral to positive, one loss to
SmartSuite)

Business Outlook

19

LORG Strategic Installed Base - as of

12/97

* 56% (3.7M) of PC_ 005 1 o 6.6M PC’s

Installed Base is 32 bit o  Comont
capable ] % 20d Otber

+ 89% of 32-bit capable Bk M Coaversians:
desktops are licensed for a 0% 1 ::“ LEM cltps.
32-bit MS suite 60% 4 :Ja :.'z[_nm

» 2.7M deskwps available to | gy, | il

convert

» 1.9M replacement PC’s

will be shipped in FY99 ::: 1
10%

"% -

#0% 4

Business Outlook

MS CA 0002831
CONFIDENTIAL

L AG 0105158

F
CONFIDENTIAL




[
T,

Office 97 Migration Issues and Observations

Atias Suite Deployment Share
A a5 -..

= Office 97 deployment is only 14% in LORG’s

-~ Office 4.X deployed instailed base is 38%
« Deployed on 1.9M, or 22% of LORGs' 32-bit capable PC’s
+ 37% of LORG's have added Office 97 to their standards lists

I

Business Ouatlook

Strategic LORG Overbuying

»  Standard Word Processor sales have outpaced New PC Shipments 10 Strategic
LORGs for the last 3 years
* Special Agreement (Gov’t) sales recorded as standard inflate the number
- 60-70% are reportedly used as upgrades
= Overbuying of other std licenses estimated at 16% in FY96 (per BCG study),
caused by factars including
— Poorlicense tacking in decentralized purchasing environments
- lmternational sales recorded as US

Actug] SR effect

Sales adjusted for Overbuying
USSimteplcLORGs  _Eveg  FYR? EYoRFory US SUNeQicLORGe _ EYS _ EYS7 Evad Foast
Soleiosein RS EEE s Siseremer Tuigy i e
Le 136 361, ™ 5
vy IMmes oo geeres Tawse 473742 508,006 553084
New PC Shpments 613215 €10.535 New PC Shioments 12215 10,535
WPRIPC 126 1.31 %wpp%: ssaan o&.sa 5@
[ W )
=S e o armrryiey
.
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A

renewals: 9% at 9/97

's in Strategic

Gs have increased

p coverage

anking on EA’s as the
rate annuity vehicle
w do we ensure
TEmewals:

«Office & Coverage of desktsfX'01 ending coverage of desktops:_p, vide more business
~Enterprise Agreements: 2.3NEaterprise Agreements: 7.1M value

—Maintenance: 1.7M ~Maintenance: .9M —Make up pai
—Raise VUP pricing
I ¢
Buasiness Outlook A iy "KB

Business Driver: Low Legal Penetration
in MORG, SORG, and Home Segments
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MORG, SORG, and HOME Lowlights

Home revenues declined 11% in FY98
Retail revenues declined 4% in FY98

~ SBE and HE not successful at retail

— Publisher lost 6 share points in BDTP market at retail to 42% in
CY97

Have done nothing to significantly address piracy in
SORG/HOME

Confusing SKU strategy (i.e., SBE, VAR Edition)
Office/SBS bundle

MORG, SORG, and Home Highlights

Increased growth/penetration into SORG segment
— 22% Office growth into segmeant (out-paced 17% PC growth)
- FG S/run-rate PC has increased from $48 1o 351

— Overall run-rate penetration (including OEM) bas increased from 25% 10
28% in FY9R

Generated $170 M of SBE OEM revenues with
minimal cannibalization of Std/Pro in M/LORG
volume licensing

Pushed back Corel at retail (w/summer promo)

— Corel unit share down from 9/96 peak of 51.7% 10
23.8% in 12/97

. F 26
Busiress ( -
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Office Installed Base by Segment

FY98 Year-End US Instalied Base of WP
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Business Outlook

Home Market Segmentation

Total US Home Win PC Market - 35.6 MM
57% of the honkl¥hrier
will be addressed through
DAD s Small Business and
Home Use initiatives.
Of note, 29% of ithe ~home
productivity only™ segment
(3.5MM HH) are currently
running suites - either
legal or pirated

Xotal Segment Sires
Home productivity - 87%
After hours work - 51%

Home based busipess -
2% Sonpwe m1;m

28

Business Outlook
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Key Marketing Initiatives

Business OQatlook
Three Year Plan
Stretch US
Biness Drivers Initiative Revenue FY
v Penetration OEM Annual License $275M*
Anti-piracy program $360M
SORG Penetration Effort $100M
Brand Advertising N/A
Home Use Strategy $45M
ited Growth; Decreasing LORG/MORG Attack $170M
evancy SKU Upsell Strategy $46M
Office Update N/A
Yot in FY0I stretch forecasi; represents third year of implementation
o JE
Businass Qutlook
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Annual Licenses - Overview

Serategies:

Use OEM licensing 10 incrense attach and trial; establish annuicy model; subsiannaily
reduce casual piracy Customer Benefits

Objectives: Al time of PC purchase:

(1) 60+% run rase penefration at TRIAL Six months of free product
Retail, DMR and Direct OEM usage, 10 appreciate the featres of the
(2) Minimize leakage inio M/LORGS latest version of Offics SBE
Purchasers of OEM machines at retail At apnual regpewal:

receive prod copics of Office SBE Alower cash outlay (579.95 for Office

that provide six mooths of product usage
($18.00 OEM royalty}
On expiration, customers will need to
urchase 2 twelve-month recewal of their
ffice subscription.
Customer is reminded of pending
expiration via email and ume-based
code in ths product

SBE) than required for purchasing FPP

Personal maintenance: 2 guaraotse to
always have access to the very Jatest
version (only available 1o purchasers of
renewal, not available on OEM)

Free membership for the Office Update

Mst

Business Outleok

Annual Licenses - US Forecast

éGress Ineramenial Revenve :$§ '

; (134,720)'§ 6690538 275376 (5 404,576 (S
Hcam. Responsibiity Margie § (1945250 S (3286718 210,408 1§ 1804813 310457 1)
% of Nat Rewenue : nim nm 75%: 4% —

« Cumulative Incremenial Revenue - $1,041 muitlion
 Cumulative Incremenial Responsibility Margin - $545 million

Yeur® YoarQ.$ Vear 1%

Business Outlook

Yeur2 9
SISOEM Royelly  $T09S. $79.95 Panwwni  $79.85 Punewal
Renwwra)
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Annual License Next Steps

= Annual license technology- Must ensure that this does not increase

our exposure tg piracy
— Based on LVP technology

— Must confirm full feasibility

*  Very small scale US Direct QEM test with a few thousand
customers with Office 97 by 3/98
— Leverage mgﬁc‘l_ﬁnkc s time-bomb technology - low risk of piracy
“u radar”

becaise it is

— Early reads of reaction to concept: projections of trial and conversion

+ RBroader-scale pilot of final technology in limited geography (e.g..
South Africa) with Office 9 code base - Spring 99

+ Mac Test - timing and geography TBDP
— Continue 10 build base of learning
— Pilat of supporting infrastructure: web-based wnlocking and

R -

Business Outlaok

Anti-Piracy Opportunity and Goals

Pirated So Legitimate re ¢
] Dmer MSShare ., MS Share

“rnk S DD oramit dhan s A dveiied dirantry

<nd Sl A e perer] made. Saseow Bovd o B4 _ i
w 34

Business Outlook

Target casual (active) copiers in Home &
SORG

Implement in target countries

Increase segment revenues by conversion
to legal licenses

Minimize customer dissatisfaction, PR
backlash & PSS calls

Perceived end user value to registration -
Office Update

Not in scope for Office 9 timeframe:

- Counterfeiters & professional pirates -
forgeries

MS CA 0002838
CONFIDENTIAL
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Twa techno

mép;zmtgc-ng;'_mcy: Enabling Technologies

-

“Centralized”
SW may be leunched up to 20 times

coatact MS to acquire registration
key via:

- intemer

-~ ecmadl

- fax

=  postal mail

~ phome
Leverages or mquires new
infrastructure build-out
Establishes customer contact
mechanism
Back-end (db) can be “mned” to
increase or decrease # of allowed

registrations per copy to

“Diskette™
CD & Floppy combined in jewel
€ase
User can install any outnber of times,
code checks for key at launch and
limits to 3 installs/de-installs
Policy changes require replacement
media 10 increase allowed # of
installs
Lower anticipated long-term impact
WW average cost per customer $1.85

WBS
Basi I

ek

Anti-Piracy: Conclusions from Research

Business (Bdeds well for Office Update

Research conducted in 5 countries
- Hungary, China, US, Czech Republic, Norway

— Brazil beginning now

Research has provided insight, but not

predictive/projectable

-~ Multiple trials, relatively small samples
Technology and infrastructure have been tested and work
No negative end-user reaction, in fact mildly positive due

to contact w/ MS

Where tested, no negative PR

Positive reactions when additional benefits attached to

36
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Anti-Piracy: Test Recommendation

Summary
+  I[mplement hybrid of LVP centralized and disketre™ ™™} , e N
+ Enable in 48 countries, for those couniries: ... posmnd P
— Breakeven ’
« 28k incremental units : :
« Tncream of 0.8% in total wnits %—-————!ﬂ"l‘!‘— l;':': m..
— Decision case — convert ~smoooopmmw - .
+ 65 incremental uots Y. T IAM".;
« Increasc of 1.8% in wotal wnits :':.:::-.a !".-W! :
* $9.6M not bensfit - T L. Y am:
— Comservative — convert - 143/10.000 pirates -+ .5 SULL L.
» [80k incremenzal units [ . S 5. Y ‘.!HJ_? lll.ﬂ-m. ss?
L 1
+  Increase of 5% in total umts
o $37M nel beaofit

. 7

Business Outlook

SORG Penetration Plan

Improve product relevance
~ Increased focus on contact management
- Imegrates with existing accounting packages
Attach to SBS sales
— 3 year incremental 365M, upside forecast $100M
— Assurnes 30-35% attach to SBS sales
Gain V AP recommendation/customization
~ Increase VAP education through Direct Access
— Cusomer management bits provide incentive for VAPs ©
customize for customers
— Use partmers’ channels (Great Plains) to reach VAPs
— Test offer Office Pro 3-Pack BTO SKU at $275 when sold with
new PC

Inareased retail presence
- Up-sdi strategy at retaﬂ-—Pro now includes small business bits

MS CA 0002900
CONFIDENTIAL
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Office Brand: Challenges/Implications

» Low Office awareness and consideration limits our SORG
and Home penetration rates
- SORG: Only 38% unaided awareness of Office vs, 72% for MMLORG
— Suite consideration among SORGs is only 45% vs. 68% for M/LORG
-~ Of those SORGs considering a suite, only 52% are most likely 10
consider Microsoft Office
- No comparable data for Home, but all anecdotal info points to low
Office awareness and consideration
« Implications
~ Higher Office awareness and relevance is essential to increase SORG
and Home penstration
— Our traditiohal enthusiast marketing model is not sufficient at
building Office awareness/consideration in these markets
« PC press only reaches 20-30% of the SORG and Home market
— S$ORG and Home audiences are less moved by new versions &

39
Business Qutlook

Office Brand: Basic Strategy

Make everyone aware of Office and make them sec it as essential for geuting
value from their PCs

Focus more of our ad investinent on building a single long-term Microsoft
Office brand promise among key targets, esp. SORG and Home

- Use broad media, including TV, to do 2 better job of reaching SORG and Home

-~ Refine classic IEU marketing by taking greater advantage of more efficient
vehicles (online ads; pre-sales web site: Office Update) plus PC Press

Strategy Pros/Cons:

- Pros: Helps us meet PC attach goals in SORG/Home; Keeps Office top-of-mind
and reinforces relevance armong 2l key targets: Builds Office as a strong long-
term brand asset (enables us to expand into new work scenarios: prevents
competitive inroads; increases preferencefloyalty/price premium)

- Cons: Broader Office brand messages will reach but may not sufficiently

N

Business Oufiook
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Office Brand: Metrics and Next Steps

« Increase unaided Office awareness and consideration:
~ Over 50% unaided awareness among SORGs after 18 months; 75%
aftar 36 months
~ Office consideration/preference among SORGs: 30% after 18
months; 50% after 36 months
-~ Home metrics 10 be defined based on betier baseline data

« Media delivery necessary: Reach 75% of 50M SORG and
Home Users 3+ times
= Actions/Next Steps:
- Budgeting Assumption: Emphasis oo smart reallocation of dollars—
minimal increase over FY93
— Develop brand promise and astributes
— Develop branding system thired Landor to make recommendation)

e

Business Outlock

Home Segment Initiatives

» Work at home segment

—~ Home Use Program
» Organization pays for home use (80% of Select VUP price}
* Licenses applied against Select forecasts
- SF%hil in cumulative incremental USFG revenue through
« Breakeven cannibalization is 43%
+ Home-based business segment
— SORG attack marketing programs
+ Home productivity DTP segment
— Establish graphics family line strategy of “good,
better, best”
— Cover natural price points up to $129
- Execute well on merchandising

m az
Business OuflodIProve y packagmg and coavey more value

MS CA 0002902
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LORG/MORG Attack

« Strategies
— Bolster Enterprise Agreements
— Demonstrate business value with “Platform 997
— Provide better customer service through better
IT evangelism and touch
— Develop compelling Office/BO scenarios and
support
« Components
— Platform 99: Joint launch of Office 9 & NT 5
- Attack: DAT, Solutions, Rapid Deployment,

R -

BusinessQuilgok | + -3, oS e 1. sq -

Things We Need To Do: Short Term

+« Pre-Launch ¢ Post-Launch - customer scalation and
~ Document the QFE's
dependency mairix -~ DAD rejects more QFE requests, bas a
- Escalation support for lower percent of bug fixes and has the
Rapid Deployment longest average turnaround time
Program -~ DAD is not being viewed as customer

— Insuring longer, broader

MS CA 0002903
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Things We Need To Do: Longer Term

Product planning on LORG/MORG issues
* Further reducing TCO and making deployment sasier
« Integrated plafform release - application and tools scenarios
+ Business Value as a major design goal
Office Co-existence
+ Mixed versions are a permanent reality
= We must pot break existing Office solutions
LORG/MORG Product Differentiation
+ Value-added organizational features
+ Protect core business while being aggressive 10 SORG/Home
Value Beyond the Code
» Customers need more from us to heip them evaluate, deploy, and build
solutions
» Technical product info, toals, and solutions examples becoming more

¥

Business Outlook

Platform 99 - Overview

» Rationale

—~ MS - Best way to get us to $200 + per desktop and
close enterprise deals

— Consistent with systems enterprise launch model

53 » Products
~ Primary: Office 9, NT 5,1IE 5
— Secondary: BackOffice Apps and Exchange

» DAD Goal - Make Office 9 an integral part of the
overall Microsoft enterprise platform sell

» Target Audience - BDMs, IT Decision Makers, IT
Managers, ECU Field
I -

Business Quticok
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Platform 99 - Details

+ Objectives
— Prepare the field and channel to sell the Microsoft platform

~ Prepare a broad base of customers to evaluate and deploy prior
to launch

— Develop a complete integrated set of deployment guidelines
and tools
* Timing

~ Using NTW 5 and Office 9 beta dates as major milestones
» NT -5 Beta 2 = April 15
+ Office 9 Beta 1 = April 13
= Net: Mid April is kick-off point for majority of activities

- “Public” Platform 99 lagnch
* Scale--Enterprise equivalent of the Windows 95 taunch

* 47
Rusiness Odtndndencies could slow deployment

Overall SKU Strategy

+ SKU Strategies
— Increase revenue per license by simplifying the upsell path
— Differentiate the OEM offeding from the balance of the lise
— Provide incentives to drive the adoption of Enterprise Agreements
+ Principles: Provide equal or better value at each price point, and provide incentive
@ buy up
» Impact: $29M-$46M USFG annually by FYOl; Additional banefits — Makes EAs

IR ANCASNG SORG/HOME

* Premium SKU improves the & increase appeal by tnchuding Publisher
perceived value of EAs by offering both Pro  and preminm SKUs
additional applications in a suitc with a * Improve SBS/Cifice bundle positioning
higher individual price for the same by including small business components
EA price apd Publisher in Pro

* Increass upsell from Std and Pro via = Increase revenue from Enthusiasts via
esterprise features in both Pro and premium SKU

T —————————————
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Office 9 SKU Recommendation

e

(rame TBD)

Office Pro
(+) Front Page
(+) Dece

OﬂuSBE

Word Standard
Excel {-)PowerPaint
PowerPoins

{4+ Publisher

Quilook (+)SBE

CORPORATE®

CUSTOMERS G00D sET
RETALL GOOD BETTER sEST
CUSTOMERS

Businers Outlook

- T 3
e

Office 9 SKUs - Additional Steps

+ Finalize Enterprise components
- Personal SQL Server (Stinger)
~ Authoring privileges for DataPages

- Exploring opportunities to incorporate additional features,
sourced from BackOffice

* Resolve remaining open issues
~ Where to ship OWS, etc.
+ Continue Ops SKU Reduction

- Eliminate very slow moving SKUs
- Office 95 FPP SKUs
+ Rationalize AE SKUs

-~ Will not offer 3.5” media fulfillment for Office 9

Basiness Ouilook

30
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Office Update: Objectives

R, :

Business CEVEX

* Short Term (now - 2 years):
- Build an online customer refationship - customer behavior
shifte...
+ They use the web to get more out of Office - ongoing
assistance/support, enbhancements
* We know them and they like it - access 1o MS, responsiveness to
issues, personalization
- Exploit the web to increase our marketing efficiency
*+ Substantially increase registration of Office customers, keep them
visiting regularly
* Database marketing for cross-sales and Office 9 upgrades
* Migrate more traditional efforts 1o online (including online sales
fulfillment)

= Long Term (2 years and beyond):

Office Update

Business Oxtlook

Short Term Plan
— Get as many Office users signed up as possible - make it free
= Get them profiled - personalized content, targeted selling
- Keep them coming - real value, assistance, regular updates (listserv,
IE4 channel, start clips), Office integration, feedback response
- Get them paying - immediate online purchase of cross sell products,
upsell to Pro and Premium, test paid subscription level - post Office 9
laumch
Long Term Plan
— Deep integration between Office and Office Update
* Office Update = your way t0 personalize Office
= Office is designed to take advantage of Office Update
* Feedback is directed into the developmeat process
~ Office Update takes full advantage of megaserver - It is the conduit

32
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Office Update: Goals and Timeline

* Goals and Metrics o us ooy

5 eros
Msmbers 1520

Incremwntal Members 1920

Reach/Month %

Croxs Audwace/Month L7122

» Timeline

— QOffice 9 Launch:

alerts
+ LORG administration
+ SORG targeted content
~ Office 9 +6 Months: test paid level

~ Now: Launched 1/28 - Natural language search, Pre/Post Sales
integration, Basic Personalization, Clip Gallery, SBE Zip station
— Next &+ Months: ongoing content updates, some site improvements

* Integration: registration, links, answer wizard, SRs, virus scanning,

R
Business Gutlook

FY99 PYoo Prof

4344 6439 113
14s 1,005 1.6
13 1932 24
s 5905 RA ¥

X

Forecasts

MS CA 00025908
CONFIDENTIAL

27

FL AG 01051
CHPNIFIDENTIH?I'.5




DAD Forecast Overview

* WW FY01 Revenues:
— $8.0B from $6.25B, 8.5% CAGR

+ USFG FYO01 Revenues:
— $2.7B from $2.1B FY98, 8.8% CAGR
* US Key Drivers:

— Overall PC Shipment Growth of 14%, 12%, 10%
>> driven by replacement PC’s, new PC shipments
decline

- E&tggpnse Agreements coverage of 31% of LORG IB by

— Declining ran rate penetration in non EA LORG

— Penetration gains in MORG, SORG

~ Continuing decrease in run rate penetration in HOME

55

3 Year Outlook DAD Segment Overview-
Ry Customer

* See Final 3YO Financial Slides.xls

e ————— K
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3YO Windows WP Market Segments-By

Customer

* See Final 3YO Financial Slides.xls

I, 7

Brsiness Qutlook

USFG DAD Business Growth:
FY98/FY0I

¢ See Final 3YO Financial Slides.xIs
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3 Year Worldwide Revenue Outlook
(Base Case)
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Product Release Plan - Base Case

* See Final 3YO Financial Slides.xlIs
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3 Year Headcount: Base Case
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3 Year Worldwide Revenue Outlook
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3 Year Product Release Plan: Stretch

Case

e See Final 3YO Financial Slides.xl1s
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3 Year Headcount Outlook - Stretch Case
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3 Year Worldwide Revenue Outlook
(Bleak Case)
Gk
L] Aol doml Feom Feeax leetml Ffeucs
ety n ¥ L T A T .. )
IGHEN 8 SR GO URSD IS IDbW 1NN LS R ) ) “
Sanem (LR e w1y wr, B om m & £ £
Vark favres Font JECT BT C Y T S T T 1 T T ] N 2w a -~ £
Eommr UG L@ S T 00 SR s m m m = ~ L]
FuE wm E mo Nl Dhad Tese  nowr “om N - - 5
=) m [ bri 7)) o Y L N . ) 3 L. E.
LI MR S SN 4RI TDMED  AGe CwET E_ S Y o E -~
Lol LT 1 s diF dAEE AR S L0 S 3 a a n
] N U ST SRINS NOAE MG Lme s L ;. ) E.Y » i
bmose 3B TSN AT s * "
Vadrewive bese e SNSRI (00RNN o A
L] I =%
Koy flesk Cym Frume
Uniheat Stninee Fau bt
+Lomist PC panth gy, 1%, 0% 9% + Siowar FC ot 38, 18, 0%
- ko af ey 7% 11X W hiny - PIPC ey s et Japm
- SORCARLHOME e it st (- ]
- i ookl picagily e + Slnew PC 30w T4, UK. 190
borops Weakw craranes
« Showae OF yrwix B0, B0 7% L ]
+ Stownges cpiiipanuny s < OEM wvares pras of Joll e weg W PU o
— 58
Business Outlook

MS CA 0002915
CONFIDENTIAL

FL AG 0105182
CONFIDENTIAL




Appendix to DAD 3 Year Outlook

*QOverview

«State of the Market

*Key Marketing Initiatives
*Forecasts

Business Outleok

Upgrade Rates and Maintenance

Coveragoe
L™
(2] ja'i- 4 e
LORG Stmmgie
Mamicsance Coverage e 2% 2%
Upgrade: sats {now-unint exkipe.) 2% a8 %
LORG Named
Maintensuix Coverage 5% o% s
Upgrads natx (mon-malnt dskips ) % W% p )
LORG Baaith.
Mamtenaner Covenge % % 19%
Upgrade cate {non-smust dskipy.) F Pit ] Fal-
MORG
Mamtcnsnes Covetsge % 1% ]
Uppraie mxtn (non-mmunt dakipe.) 0% H 1%
SORG 1% 1% 1%
HOME % s 15%

-0 d 1% % 1%

Rt

e —————— K
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US Suites at Retail

» Retail remains
primary channel for
Corel

e Corel unit share down
from 9796 peak of
51.7% t0 23.8% in 12/97
» MS unit share
increased from 9/96 of
43.4% t0 72.1% in 12/97

State of the Market

e —— e B
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Business Outlook

DAD Revenue Summary -- USA Total
Sell In

¢ See Final 3YO Financial Slides.xIs
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DAD Market Segment Overview-By
Channel
* See Final 3YO Financial Slides.xls

I
Business Ouilook

Windows WP Market Segment-By
Channel

* See Final 3YO Financial Slides.xls

_ 7%
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FY98 US Reseller MS Market Shares,

—Revenue and Uncaptured Business
« See Final 3YO Financial Slides.xls

Business Outlook

Price Waterfall

e See Final 3YO Financial Slides.xls

78
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WW Metrics

» See Final 3YO Financial Slides.xls

Business Ouilook

MYR Slide 9a (DAD Business Growth)

* See Final 3YO Financial Slides.xls
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Enterprise Agreements As Annuity

m——  C7TX T TR
SRS oy ST S e et Nl SIMMPS (S A
uetomnt Duypsepn S e Tanne T L0l DTN < YOO SO N LT :
O St O e Saptreels gt
ittt sk ¥ . g medoon e wbodwne gl oo afhaues o nod

*We need to figure outhow;omakeBA'smore successful than
maintenance:
sMaintenance renewals have been terrible: 9% at 9/97
«Customer has incentive to game us based on VUP pricing
*Reasons why EA’s might be different than maintenance:
Easier administration
*Easy (o budget

I ::

Business Qutlook

Strategic LORG Account Detail

» See Final 3YO Financial Slides.xls |

. -
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Strategic LORG Enterprise Agreement

Accounts

* See Final 3YO Financial Slides.xIs

I
Business Outlook

Publisher Competition

* Word processors (46%) and copy shops/consultants (70%} used for
creation of marketing Materials s be ate svay Nov. 73
* Low-end DTP Moving Up
~ Mindscape PrintMaster Gold line, Broderbuad PrintShop line, My
Software line, Core! PrintHouse
— Intense price pressure, line strategy working well for Broderbund and
Mindscape

* Strong DTP Players in Small Business Market
~ Broderbund PressWriter and Publishing Suite, Design Intelligence I-
Publish, and PageMaker low-end users,

ation apps

T E————— I
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Key Marketing Initiatives

OEM Annual License - Sensitivities

» Cumulative Incremental Revenue - $18
= Cumuliative Incremental Responsibility Margin -

$545M

Conversion Rale (30%) +/- § 200 million
{Max PC Life (3.0 yrs.) -1yt -$145 milion

% of SKU Mix al Refail (25%) &/ 25% i+ $106 milion
Max C Life (3.0 y15.) + 191 4860 million
PSS Calls for Aenewal {25%]  i+/- 25% =i+ $50 million
Exercise Upg. Righls (75%)  j+/- 25%  if+ §51 millign

I

Business Outlook
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Anti-Piracy Recommendation Summary

Irnplement hybrid g;gmbafmad (infrastructure) and dishetts rn,eﬂipds

Rule: central i : T
Exosegtm ol hirol lamuager,
cuntns, 13 {(Ops) regions: R m;,._m._
metiade H E % 23
Uy i ! 2 :
metot 1€ 2 Pavak w
ww :nst benefit per customer & breakeven: Tl H 45 A 28
_______________________ - .. .
: & . H
e snaninnnf SV GOV L IV conialoed | LVEdlaiette | (VEdiskur  dohwite  C clehete  (  dilmtw
““Decislon coen” 1 vilies Sky”
; £ F=T0N-00% | 10%-15%—100

cenralized, % cantraliped,
- TH-20N-TT PN 1SN 100%

Rrsisrn, 1. 2 2 pwes 3.0 Iaipensst . Trdpenl [ 7a3peml
Cowntries 2 -] ] » L I ) -
Total budgeted H :
MY e RO 2430871 1104847 LITaRT: | ASE; T Lo 3 ¥ 12103
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L AT

Office Pro Build To Order (BTO) Test

» Office Professional 97:

— No “sniffer-code” (installs on any
PCs)

— Includes MS Support

— Media

— Documentation and License
* Only sold pre-installed on new PC
* $275/unit via multi-pack (3)
* Pre-installation tools provided

R ::
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ITT. b Initiati
« Strategy

~ Support IT Central with in-depth technical information on
Office
+ Evaluation, deployment, maintenance, and solutions for Office
« Entire site distributed on CD for customer internal use
(Empowerment Pack)
— Aggressively increase reach and frequency to 200K
Desktop IT
— Build relevant business value and deployment/migration
tools

: + Future Plans

[ — Establish secure sites for better testing of content and info delivery
infrastructure

~ Build web based feedback loop for product/marketing

o

, o Bvee Qpilook
| ,
Office 9 International SKU Plan
! T TR Cuwon 1
FUREEE Peravrs s0a 306 Touts micsir
T G Yo woon Sramae Vonss:

igeunevraw

SRR R E R YAV D VPR
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Academic Market Update

* DAD Windows academic sales increased 18% to $97M in FY$3
~ DAD ¥/run rate PC penetration holding steady at $47
~ 25% of wtal Office FG volume is academic (50% of Pro Standard
licenses are AE)
- Office Pro Std/Upg shift from FPP to volume licensing as part of cur
anti-leakage efforts
+ 2% FPP, 74% licenses
~ FY98 average price of AE Office Pro FPP is $141 compared 10 AE
license of $41
+ Current Plans:
- Customize educationa] contsnt/emplates for Office 97/98 to address
K12 market
* Teacher/student productivity and curticulum templates/clipart
— Office Productivity in the classroom booklets
~ Include academic logo on D art
b1
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