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Gordon v. Microsoft

To: Joachim Kempin, Distribution

From: Jeff Lum

Dats: February 25, 1992

Re: Janusry Eurcps OEM Sales Status Report

Antached is the Eurcpean OEM Ssies status report and US OEM sales status repons for January.

Plesss provide me with any feedback that you desm approprizts. Copies of more detailed reports
from esch subsidlary or account managers ar¢ svalisble upon request.
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January Status Report
Eurcpe OEM Sales
Jaff Lum, Diractor

Revenue {ses anschmant for details) ]
Jonuery Janssary rald Fras Qv. % of
Ares Actd Budest Fereoant Budget Sudgat
Eurspe OEMs 1,134,791 [} 17,800,000 | 16,682.125 106%
U3 OtMe 1,047,782 6,774,790 20,000,000 | 10,194,844 104%
Curepe Seles 2,194,873 6.774.760 37,800,000 | 38.847,088 104%

: Europe OEM: Over a million dollars in purs miscsliansous revenus
umomwmmlbudwdtowmﬁmmmwdwulnieoboontovmquanor.
{ sxpect to finish close 10 $1M over budget for the quarter as we do some catch up billings as wall
as invoice severs! dus-on-signings for conss renewals. US OEM: Braman Team Revenue for
January wax $1.7 milion sgainst » plan of $2.6 milfion; 104% of ptan. This includes ali tha naw
accounts now assigned to Patar's group. Tandon came in st $1.8 million sgsinst s plsn of $1
million which moce than offset the $700,00 in lost revenue, because of the Tandon/Positive merpes.
Compaq bad 2 decant quarter in FYQ2 shipping over 250K units, and we should be st or near plan
for February revenus. Chastnut Tesm Revenue for January was $4.3 million vs. plan of $4.3
million. NCR hsd 1 surprisingly strong second quaner, and siso reported some previously
urreportad net ravenuss, which resulted in $1.9 million in January revenus. The revenus outook
for Q3 Is tooking much better - $11.4 million vs. budget of $10.5 million. The addition of Logitech
to the group s & major rsason for this as they are sxpected to finish $1 million over budget in Q3.
AST shipped a record 120K systerns in 02 and is also expected to finish well abova budgat for Q3.

[New Business Signed B
_Accoynt Product _Comments

| Eureposn OFMy
Facit AS DOS 5.0; Win 3.0 Now M/C = §280,000/yam
Detevarshuset AS. 003 6.0; Win 3.0; 0s8/2 New MC = $%82,500/4542,500

1X
838C Compunter GmbH DOS §.0; Win 30 Amendment. WM/C = "ZSIQNICVCOKIOO
Sendar Computer Systerma GmbH DOS 5.0; Win 3.0 Amendmaent. MC = $113,200}yesr.
C&S Comp & Soervice Vertriebs GmbH | DOS 5.0 W 2.0 New M/C = 137,500/ ear.
3 $ Speth Software Systarme GenbH DOS §.0; Win 3.0 Noew MIC » §64,800/vear.
Geasol Srender b Kreft GmbH DOS 5.0; Win 3.0 Now MK » $41,$00/yeer.
Pyrarnid Computars GmbH DO$ §.0; Win 3.0; 0312 Amendment. M/C = 54,000/ e8r.

1.X )
Lohmann und Partner Win 3.0 Amandment. M/C = $2480,000/yeer.
Rein Bactrenik GmbH 008 ROM; Win ROM: New M/IC = §22,000/vear.

Aash
Ti'Ka Cormputar Corporstion Lid. DOS 5.0; Win 3.0; FPack New M/C = $383 900Nreer.
Palan PLC DOS 1.21; Flesh 1.0 Amendmaent. MIC = 887 500/yeer.
Matavideotex S.A. DOS §.0: DOS ROM 5.0 Now M/C = 887,800,
Uridate SAL DOS §.0- Win 3.0: MMW | New M/C - $182,000/4200,000
[ Wocroeys Electronics SRL Dos £.0 New MIC - $720,000/eer.
US OEMa
NCR OFM Prermiat_Suppact 415,000 year
HP Corvels M$-008 §/Windows 3.X Pet peocessor for 2 sddidonsl yesrs
HP Corvellis Excel; Word: Mait; LOA far Uon Project

Schedule ¢
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[General Issues |

AB ICL will start working with Novell. The market demand for Novell is thare, and with the genersl
reocientation from a pure technical company to a8 more markst odentsd, ICL sppears to have taksn 3
decision to complement LAN Manager with Navel. ICL s very upsat becsuss wu did not carry out
mqutwwothsmmwmmumuwawz.i.
lnnudlhoyhavutlunsaﬁmmmwhgmwwm.ﬂ\hhhmmm
Ratail side. This is really a genecal problem that the Retall offering snd OEM offering generally don't
overtap on work group products, Creating situations of discrimination against the OEM.

18M ig very active seliing 0S/2 2.0. Victor remains cool, but ICL Is leaning over to 1BM. The major
issue is that Microsoft is not really interestad in supporting 0S/2 (ss Steve Batimer made very clear].
Gmbi The situstion with Schneider is still unclear. We proposad s solution whers Schnalder has to
write off hatf of their $3.4m PPB. Schneider may step out totally of the PC-business. For IPC we
couldn't find -sduﬁouuptonow.bocwumwtbudaunubvwml.mmumc
contract within the new sgresment. 0ObS (s threstaning us by seversi propossis from thelr side
mthovwmtododuct.hlohommmmmmmofbm:m made caused by
not getting the delivery partner contract. Escom snd Pescock started a negotistion with ut to
combine their purchasing. They evan toid us that k is possible that both companies maerge.
Robotron Ascots and Robotron Soemtron ace liquidated. Open lnvoices will be paid.

LTD News that we are cutting a deal with Phoenix to allow them to sell ROM DOS with their BIOS
and motherbosrd design is BAD | 'Wae've been working hard in the UK to estsblizh s ROM DOS
*distribution® channel. Contracts will be signad in early Fsb. The davelopment of this opportunity
is » delicats one that has sicaady taken up 8 lot of our tme and effort. Thae distributor needs a clear
run st the markat - the Phoenix deal will pravide totally unnecessary competition.

Apricot have asked to re-negotiste their agresmant. They'rs cver committed by at least 50%.
Wa've tentativeiy agreed to reduce thair sacond yesr's min. commit to $1.3M from $2.2M in retumn
for adding 8 third year to the agreement.

The FG DOS business is an area for growing concem. in December wa sent out 26 licenses and
only saw 7 of these retumed. in Janusry we sant out 38 new agresments and ontly saw four of
these retumad 1ill In addition five of Decambar’'s agrsements appesred In January beinging our total
for the two months to less than 30%. It's becoming a critical issue as we need to look for new
business to reglace existing pack DOS OEMs as we sign the top guys up to royalty. We desperately
neead two FG-D0S account managers. ’

We are siso suffering from an explosion of pirate DOS. Products bearing the Minta and AcBEL
labels are foremost, but at the end of Jan. we saw the worst yst, with our US EZ DOS appearing on
the opan market st less than £25 per copy. Our strategy is idealty to put this 10 bed st source
{typicalty these ‘pirste” products ars rogue products peoduced under valid MS agreements but
shipped without Hardware). If we can't do this then we have besn attempting to get to the UK
distributor and simply sall him our genuine package product at price list. As | write we have
creceived an order for 1,000 units from one of these =distributors™ n Stonehaven, Scatland.

SPA the "old® DEMs are twisting our arms to lower their numbers to match those of new deals.
Trying to reach good tradeofis, and not 10 make snemies out of old friends. Andraab is pushing
COC to caver all their systems, eliminating the risk of a DR ravamping.

Compag marketing group continues to grappie with tactical issues on Windows oppoatunity.
Compagq concemed with number of cOMporate agreements MS has closad for Windows business.
1BU division closed to further discussion of EBU and Mouse products.Compaq requests per-System
pricing for DOS license.
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Ungermann-Bass: UB is concemaed about our presenting 8 Clear strategy for LM to the marketplace
ummmmhpumnnﬂonmdmowlwnvmosrz. This stratagy needs to be put into
almmmuamshmmulhmmwhmo sccounts. We continue to release deals to
mrmmdwimcom«mmoeum.l. UB would fks to be abla to compete on a
wmmmm«:n.;,nmwmmu-mum‘md royalty for upgrades we
should offer the ssme deal to our CEM's).
WMNWWMMMMM. This would enable the user to evsiuste
unwﬁammmehMmhomw-ﬁudmmbuo{m They would
MMwwulPodﬁwww\MMMmb«mpmummcand\mdd
unlock the spplications so that they could run. Mike Maplas does not buy into this.

Philips: w.manmmuamammwmcolmm Philips to be used on all Windows
based Products.

ZDS - has informed us that our bast price for Baflpaint is over $11 higher than Trackman. ZDS is
very likaty to choose Trackman over Balipoint. .

ZDS - ltorms us that Spinnaker is offerding lower pricing, free documentation and no foreign uplift.
We sre uncompetitive from a price standpoint.

AST - AST's Tammy Watansbe is recommending {BM's JDOS and even DR's JDGQS over MS's
product due mostly to MS Japan's expressed attitude towards AST. AST iz angry because they
pelisve MS Japan is continuously quoting migleading delivery dates and AST is watching MS Japan
“court Compaq" whils MS Japan basicsly ignored AST's afforts to enter the Japan market.

[Genaral News |

AS Tandy will open a superstore in Copenhagen, selling Victor, IBM, and Compagq. It is the familiar
Computer City concept from the US. Obsarve that it Is Tandy that is opening, not Victor.
Preparations are in full swing. Victor will continue operations as befora. Both Computer City and
Victor will source from Victor's newly opened factory In Scodsnd. 1t is expected that certain
chanpes in the mansgemant structure will occur, but this is not confirmed publicty.

BV At a seminar orgsnized by Intel 1BM was giving a pressntation on 0S/72 2.0. The product looked
very stable. they used the tatest build, and ths presanters wers very confident that IBM was going
to make the urget date of end march. At the pressntation they positioned 0S/2 as the DOS task
switchar. Windows compatibility was shown. IBM statss that they have full ODE between 0S8/2
apps and Windows apps that was not shown. The system performance (a P75) was very accsptable
in DOS. Windows and 0S/2. At the demo they sxplicitly showed also DR-DOS in the 0S/2 DOS
box. The story was that users are using Windows mainly as task switcher and 0S/2 can do this
much better. On 10p of this you get full Windows and OS2 that is indispensable for IBM mainframe
communnication. The Apple/IBM dest will not generats products within five years{ll And in ths mean
time OS/2 is the bast solution.

GmbH staed 8 Win3.1 program together with 52 OEM's for CeBit. Aimost ali of them agreed to
show Windows 3.1 on thait machines st CeBit. The progrsm is very weil accepted. We started t0
work on this together with the local systems business unit. Al OEM's were infarmed about our
plans for the Windows 3.1 faunch and s OEMs answeared a questionnzire gsbout their plans for
Windows 3.1,

SPA Good MYR, no change to OEM dept. Retail (in fra) a1t 69% MTD, 868% YTD. SW market
worsened in Jesnuary. Clone market healthy. Super deal closed with Microsys, see Other OEMs
section.

SRL 2 finalists for the LA Rep position are ready for final Interview with you. Other highlights af the
month were the MYR and Systems Strategy Briafing to 3 OEMs and 3 LAs.
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[Account News |

Compsq snhounces sales of $873 milkon for Q4CY91 showing improvement aver Q2 and Q3. Nat
income was $131 million. Compag announces agresment w resell Novall Natwars. Compaq ends
SGi joint venture agresment.

Solboumne has fired their president and taid off 30% of thair employess within this last month.
Phiips: Rob Hamersma, the Managing Diwrector of Philips Consumer Elsctronics, has been replaced
by Lars Nyberg. Me. Nyberg comas from Philips tinformation Systems.

CompUSA: Artisaft shipping free software, disks, and documaentstion, introducing new Slim fine
machines in March.

Crestive Labs: WHl introduce & 18 bit sound card in June.

Medis Vislon: Wil introducs new partable sound board that plugs into printer port in March,
Hesdland Technology: Getting out of the sound board business.

NCR - The WPD reorganization is complate snd Clamson now handles all softwars managemant.
Representatives from sl of the key NCR organitzstions will ba in Redmond on February 10th to leamn
about MS® 0S/2 to NT Migration plan so they can assist thelr 1SVs and customars in tha transition.
NCR - Received good news from 3140 group vis Steveb conversaton with Tom Msys that the 3140
will not be Hobbit (RISC) but will be most Ekely SL based architecture. '

Z0S - Z0S will offer 7 out of the 49 bids for DT4. During the first round of bidding, ZDS bid MS on
all Windows bids. Howsver ZDS bid Windows on fewar than half of their 7 bids. Wa are working
1o convince ZDS to bid MS and Windows on sil bids.

ZDS - sanouncas further layaffs and a cestructuring of fisld ssles. Over 80 sales and suppont
people are Cut.

708 - will reportedly be supplying IBM with a large quantity of portable machines for 1BM resale via
Bull. Rumor has it that ZDS will supoly 150k machines per year 10 IBM. If this is true, it will double
the numbar of portables shipped by 20S.

AST - Genalle Trader, Dicactor of AST notebook products, rasigned snd accepted a job as Everex's
VP of Marketing.

AST - MS made significant progress with AST on DTIV. After our meating with AST's Bob Becker,
AST is expected to ship MS products only and abids by the Option 3 torms. :
HP - HP Vancouver's DeskJet §00C. announced last Fall at $1095 SAP, is getting good reviews
from the PC prass. Nearly every review notes the product's fundamental faw of being modal
{either good monochrome of good color, but not both at the same time) whila endarsing this
product as the best low cost color option svailable today.

DG - DG announced that they started fiscal year 1932 in the black, but just barely. DG samed $4M
on salas of $294.BM in Q1 of fiscal year *g2. This represents tha fitth consecutive -profitable
quarter for DG after sustaining two and one-half years of losses.

DG - DG announced that Robart Msra has assumed the pasition of VP of the PC Business Unit.
Macs comes 10 DG from Tandon where he was VP of Sales. Mara fills the position vacated by
David Rubarg, who left in August.

HIGHL |
CORRILENTIAL oSO SECRET nroasess

MS-PCA 1164636
CONFIDENTIAL



[Ares Summaries

|

themsaives.

in reality January was 8 super month because of shipment probiems in Decembaer.

Janusry January Fya3a FYas
Subsidiary Actual Budget Farecsst Budget
MSAS 3,487 1,982 13,792 8,792
MSAG 2038 744 4,000 5,323
MIBV 4,033 2,100 887 7,300
MS GRS MBH 429 )84 1,300 3
MEGMEH 46889 3% 341 101,688 88,477
| M3LTO 16,110 2,80C 44,078 38,800
| MINV 1,074 184 4993 (X1
MSSARL 8,473 10,800 68,141 $0,100
MSSPA . 4,288 2,200 9,274 §,900
MSSRL 2,828 3,348 9,500 10,600
TOTAL $2,033 62,444 261,638 217,823
January was the strongest month for PackDOS in the history of MSAB. The figures speak for

This

has triggerad sevaal PackDOS accounts to consider licensing.
BV Tha pessimiz+ic outook we had for this month did not come through. Despite the fact that
Sydec signed a licensed agreement thay stili placad an order for FG MS-D0S. So this month BV is
on 180% of budget. The Balgium saie continues below budget, however the application sales in
Belpium is at record levels. Cleady this indicates that the dedicated FG-DOS sales person is
urgently required. :
GmbH Reavenues are far over budpet. With $5,9M we are at 153% of budget. The forecast for
January was 41,800 units of package MS-DOS inci. DOSMWindows combe packages. Actually we
achisved 44,100 units which is 155% of our budget with 28.400 unius. According our February
forecast we expect to ship in tatal 29,000 units. Mice business went well, too. We delivered 9.000
units as forecasted. D+ S raised their forecast for the rest of the FY'92 to 12,000 units each
month.
LTD ANOTHER RECORD MONTH Il The subsidiary beat £10M for the first time ever and our FG
DOS sales contributed by beating the 16,000 barrier for the fiest time. We almost doubled our
revised budget of 8,500 units. This is sven better news when you take into account the “loss® of
Ti'Ko to a royalty contract. They were ordenng at least 1,000 units per month previously.
Qur windows penetration has continved above tha 50% mark for the third month in a row.
However, this is skghtly worrying as we try 10 move these customers to full royalty licanses dus to
the high cost of producing DOS and Windows manusis. Clesrly EZ DOS isn't enough without EZ
Windows. Meantime we've persuaded Phoenix to do OEM manuals at under $35 which will help
but it isn't perfect. This comba needs to cost the OEM less than $20 to be sftective. The news
that we will be bring the EZ packages to Europe was very sncoursging but | have sarious
reservations reganding lreland's ability to deliver small quantities in good time to multiple delivery
points. We should do a local deal for the UK/Europe. | will be investigating the possibility of using
Amstrad's printer who are based in England and provide VERY compaetitive pricing for Amstrad.
The outlook for Pack DOS sales is extremely positive. Feb. taoks quieter than January but we'll still
easily exceed our revised budgaet of 11,000 units. March, which is year end for the majacity of UK
companies, looks like being 3 MASSIVE month.
SPA Sales of PackDOS keap great, at 194% YTD. In units, 21,726, we have beaten this FY budget.
Revised budget is 31,000. Deing maore active prospecting, and planned a new edition of the
pa.ckDOS ad we did in November.

Ay
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SRL Pack DOS sales were 76% vs. MTD budget (38% va. YTD budpet). CSE! and Comelta were the
first customers convartsd to royatty business and saversl others like ADL (6K units) and Siessa
{10K units) may go straight to royaity business next month. Expactation is we will bs way over
royalty business budget ($800K vs. $150K budgeted] and somewhat short on Pack DOS budget
(35K vs. 40K units}.

Macket Trends

MS A (Bengt Akardind

{nterest for Win 3.1 is gesdng up. It is common knawladge whan it will be reisagsed. Ws will ride
this wave and convert ss many PackDOS sccounts s possible from “nskad MS-DOS” over to MS-
DOSMWin. Rumor has it that I1BM will launch 0S/2 2.0 on March 25, 8 few days sfter our local
Win3.1 introduction.

Uuergen Huels) ’
MultiMedis is taking off in Germany. Escom and Vobis are adventising MM machines on thalr front
pages of the *Extrablan” snd “Denkzettel”.
Womahbhd«nmdfmmmmmucwmﬂvmumdbv:nyharddi:kvondor.‘rhh
is sspecistly slowing down the notebook business. .

MS LTD (Sandy Duncan}

Pricas of new machines is getting sillier and sittier. Latest record breaker of note is from Opus.
3865X/20, 40MB HD, 1M8 memory, color monltor. VGA snd DR-DOS at a list price of £599.
Viglen and Elonex have pledged to follow! This compares with ths PC World (suparstors) price of
€1,599 for a similarty configured Dall machine snd £999 tor an Amstusd with the sams spec.

Lotus have sppointed a fulk-time *Diractor of Copyright Protection” to defest pirscy. Lotus balieve
that 50% of akt software in US is illegatly copied.

18M UK sanounced that they lost £1 24M in FY *91. This compares with 3 profit of £420M in FY
'90. Total UK employsss it down by 2.639 to 14,909 and turnover declined by 14%. Total UK IT
markst in 1991 was estimated at £27 Bition, up 5.1% on 1990. Projections for 1992 predict
similar growth to £28.5 Bfiion. Largest sactos is Financs, followed by manufacturing. Construction
was the smallest sector with Telecam showing fastest growth.

Novell is reported to be signing Maerisel-Softsel as a disty on 2 pan-European basis. Could be the
start of & significant trend? .

The only superstore in the UK *pC World" hasn't had 3 lot of press recently but they are reported to
be running a *mass demo® of OS2 2.0 on Feb. 15. Thay sither believe that thare's 3 significant
home/Mobbyist market for 0S/2 or that corparates make purchasing deacisions on Saturdays | - Very
strange. . .
February looks like baing 3 VERY busy month. Highlight wil be the Windows Show in London.
OEM peopie are heavily involved with a total of 12 man days. We've halped creata 8 3epsrate
technology” stand with OEMs including Victor, Zenith , Compag, NCR and Apficot showcasing thair
various windows based technologies including NT, 3.1, Pen and MultiMedia.

[Key Account Summaries B

European OEMs

Actebis Compyter GmbH

Oh January 16th, we had 3 meeting and with Harr Urban and Herr Puhrsch to discuss the final
details foc an amendment t0 their contract. Agreed upon was a3 two yeac amendmant to their
cgntract toc 100K units of MS-DOS per system at $16.00 with Shell (and this would be for the
German version snd the $2.00 uplift tor all other versions), and $25.00 for 50K Windows {also for
German versionl. We sre siso working with them on getting approval far their packaging of MS-
DOS and Windows.
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Amstrad {Richard Barrie)

Amstrad have been raasonably quist after threataning to srupt last month |

Major incident took place in the Amstrad car pack. Richard Barrie was last seen traveling out of
Brentwood on tha M25 at 150mph after bashing Sugar's Rolis Roycs n the Amstrad car park.
Apparently he laft his nsme, sddress and Digital Research’s phone number on the windscreen.

Agdgot (Date Borland)

Dale and | met with Mike Jordan , who Is responsible for the convact. Put simply - they're
massively over-committed. From Apeit thaic min, commits go up to ES0K per quartsr and they'rs
currently onty forecasting half of this. Wa have agreed tentatively with them to extend the contract
by one more year st 8 commit of $1.3M rather than one year at $2.2M. Currently wa're watting for
Apricot to confirm this is OK. Meantime Pater Horne will bs mesting with Paul Macitz and Pam
Goldschmidt whan he visits Redmond on Feb. 18. Dals will sttend. Home has some nation that
Multi Processing is fundamentally flawed - hopsfully Paul can convincs him otharwise.

Brosher

Thay have started taking about putting DOS in their typawritecs. This is the pot of goid that we've
always been looking out for 1 - they build 10,000 typewriters svery wesek 11f - We have a LONG way
to go but this could ba very lucrative business for us.

ESCOM (Michasl John)

The maeatings with our marketing BU'S have been successfully finished. ESCOM will advertiss
Works for Windows stand sions on one page of his April magazine issus. They still want Microsoft
1o take over a part of the advertisemaent cost for that issue, but we won't.

ESCOM finalty agreed on the application desl. Thay will herd bundle Excel 3.0 and Word for
Windows 2.0. They get a discount of 60% and DM 150,000.00 for advertisemnent which they will
use for their magazine issue. ESCOM wiill preinstall all application demo's and test software from
Microsaft on every PC.

G2 (Hans Ranselaar)

We finally agresd on the new amendment for G2. Peter Breedijk will sign it on short notice. This
amendment-will be effective Oct., 1 ,1992 and will inciude Works tor Windows. Where is the Dutch
vecsion of Work for Windows snywsy? Susan Boeschen told G2 that they could expect this eariy
December 1991.

ICL/Nokia L.Y0 (Lars Ahigren/Oale Borland}
ICL cama in with a very strong Q4 report. The Nordic figures showed over 27,000 units shipped,
and from the UK we hear that they shipped over 20,000. This indicates that ICL is getting close to
2 50,000 units quarnter.

License negotistion is closed. Wae sidestepped Norokorpi and went straight to Mills who gave a
vechal OK on (DOS +Windows) $32 PP/PI3Yrs + $3 for localization. This was 3 good win for us.

1
Excelient deal closed with Microsys, in 3 rush to cut off DR from negotistions. A nice royalty for
DOS, and a commitment of $720k/year, and most of all a bad wound for DR, This pives us aimost
free way to try and attack Olidata, the 183t big customer of DR in ltaly.

f)_!j_um {Mauyrizio Bedinal

General. Olivatti slowly starting up back again, peaple is stil quite de motivated, in spite of & very
good quarterly shipments resuit: 221.000 systems. Tco bad, this only means they pushed a lot
down in the channel in December, that implies, Q3 will be bad. IBM spprosched Olivettd with an
offer similar to Bull's, which Olivetti politely turned down.
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LM2. The news they got re our mktg. pians for LM CTP are no big desls, and -worse- we know
there is practically no plans. Trying to push Mktg. to endorse this program & push it it thigs wan't
happen, CTP will be 8 flop and LM will be sven mors at risk in Olivetti. They are seriously talking to
Novel.

&mmmium.uuoftcﬂvitvhmum(thhi:oncofﬂ\ohotbankinompics. together
Mmm.Thcymus.mDCLcon(caMuw. and will mest DCL again. Basically we ars
trying to sell them the 1.1 for 0S/2 s 8 product now, snd s evolution to NT as a perspective.
Quoted std roysity ratas (incl. commitrments) and $100k for the source down from $250k (as they
will do significant snhancements that in tum they'll ticense to us for free). We may be sble to closs
this nice desl, prob. at 50% naw. Bad news is Dondolini accepted a job for Ofivetti ltaly and will be
gone in one month.

MultiMedia. Olvetti is whining for the $15 royalty with no commit, which they cansider high, and
still massing up with Mediavision.

NT-0S/2. This issus Is becoming hottar and hotter. On tha banking front, Brandi, Mensi, and
developers Just had 3 mtp. with Davidwo, Perttir stc. in Redmond about the issus of porting Ofivetti
offer 10 NT. Arcording to 8 preliminary report by Lorim & Maurz (who was thare to0) the mtg. went
wall snd bad. Welk because snyway Olivettl is convinced that it's worth the effort to consider NT
the target platform for the PB systsm, and thersfore 8 cooperstion will start with us to ensure tools
and apps are ported smoothly. Bad because Olivetth made ciear that they don't consider Win 3.1 &
viable intsrmediate step between 0S/2 1.3 and NT as 8 replacemaent of 0S/2 2.0. They confirmed
instaad that if a customer asks/needs 0S/2 2.0 they will make this passible, not only shipping 0S/2
2.0 per ta, but also investing to *dress® 0S/2 with suitable apps. This means they will spend
energy in porting (or ready up to port) their apps, and even LM if we don‘t da it. This obviously
implies Olivert widening up thelr contacts with 1BM. On a different frant, during an interesting mtg.
with Piol {that Umbaertop called upl, he requested officially thet MS accepts 1o sponsor the Ofiventi
R4000 machine launch in Paris in April. This sponsorship is letting them show NT to the audience
{ondy Ofiverd top VARs wwide), having 3 MS executive give a speech, 3nd extending the NT for ISV
program to Europe, pushing Ofivetti MIPS machines. Waiting for sngwers from the US.

QPUS (David. Bradley)

Bradiey and | mat with Adam Harris in iste January. Basicslly a great meeting. Wae're sure that we
can get the DR DOS issue resoived and 3 Windows deal signed before mid-March. (Their contract
sxpires snd March),

One of the issues that has arisen from this is an issue which effects all of our channeis st MS Ld. .

Opus' biggest customer (British Rail) want to put Windows on all of their new and existing PC's.
The new ones are fsirly straightforward, but the existing base of c. 8,000 windows capable
machines is more of an iSsSus 38 OUr large accounts guvs as well as ons of our deslers are bldding
for this business. The situation has been resolved - we will make a proposal to allow QOpus to
upgrade BR using White Box windows. Wae'll sigo give the same propossl to the desler involved
{MSL) and they can make their pitch against Opus on a fair and equal basis. MS retail, large
accounts, Opus, the dealer and uitimately the customer are alt happy with this.

Schneider Ryndfunkwerke AG (Andreas Niegel)

Wa proposed a solution 1@ Schneider Rundfunkwerke AG to write off 50 % of their prepaids. Mr.
Rusniok will presant this propoasal to the board of directors. We assumae that a decision will be taken
ugtil February 15th. Ia this new amendment they want to commit to 60k units a yaar for the period
from Jan. 1 to Dec. 31, 1992, Given that we taks standard pricing an this deal it will be 2 $2.65m
commitment. We assume that we have to take panrt of their prapsids into that contract.

N
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Siamans Nixdor! informationssysteme AG (SN} (Jaap VanArkael

Mesting with Decision Makers in Redmond date Feb. 20th. in praparation. Objective: Convince SNL
that NT is on schedule and the complata NT platform can be offered within our promised time
framae.

Windows. Working to get ths documentation st SN bafors their deadiine: February 14th. They
received the documentation fies without artwork. SNI wants 1o co-oparste ot the WIN 3.1 Launch.
W work with Windows Business Unit to gt maximum nvolvement,

Windows/CeBIT. SNI will show Windows 3.1 at the CeBIT. About 80 notsbook (introduced at
CeBIT) with Windows instalied will be on ssversi places st the CaBIT. The Windows Business Unit
Mﬂg«mcamsulmmmlnmaooﬂu. Their ficst pre-instalied Windows machine will
be introduced st the CeBIT. 388sx price 30000M.

NT: SNI is pushing NT strategy to their Large Accounts. In sll prasentation slides NT s positioned
as a strategic product. SNI has postporwd the mult procsssor development due 1o tachnicsi
prablems with ntel.

NT-SNA/COM Server - System Management This month Vesa Suomatainen (MS) and Clive Pactridge
{DCL) presentsd SNI Open Systems development depsriment the MS Comm Server status and
mwwmpoutbhco-opnﬂonmmMSaodoa. SNI was not willing to give out
roquiremaents and atatus on their SNA product for UNIX and OS/2. This due to & bad experiencs this
group had with Microsoft in co-operstion on these themas more then a year 3go. We sgreed on »
new surn. Februsry 21 wa will have s maeting in Redmond about co-operation on systam
management and get SNI comminted 10 SNA server for NT.

LANMAN: SNI raceived the LAN Manager for UNIX source code this month and started pornting.
Expactsd release dats shorty after the CeBIT (Aprit 92). The LAN Manager amendment is approved
by both LAN Manager for 0S/2 and LM for UNIX planning departments at Siemensg and is approved.
Amaendments are now to the SNI management to be signed. Waiting for language for the TCPAP
urilities.

Mouse: SNi is selling the COMFO package {Logitech Mouse {128) MS Windows and Comfodesk) as
a reuil product. They signed up for 10.000 units of Windows (finished goods| for the coming year.
MuitiMedia: No changa, the system is in developmaent and will be introduce at tha CeBIT

Julip (Hans Ransaiaar)

Thae BUN group is working on the LM 2.1. Tulip is offering a free upgrade to customers who
ourchased stter 1 dec. 91. The LM 2.1 psckage will be made up with the Microsoft manuals and
the FG 0S/2 1.3 package. This package is much chesper then the license and the manuals.

Qur technicsl paaple sre working with Tulip R&D 1o fix some LM bugs. Wa havs the attention from
Redmond now and this is heiping. However thare i3 not much progress in solving the problem, but
thars is nothing we can do mors.

Tulip had an excellent Q2FY92, they sold about 30K units which B0% mare then the previous
qQuarter, making this the best aver. Our royalties amount to over $1000K. The processor spiit for
this quarter Is 32% 288, 63% 3865x 5% others. In particular the gales of Window machines are
up.

Roland Digts Marketing manager of TCl will leave April 1, he has accepted a position a3 macketing
manager with the Elsevier publishers.

Tulip is turther delaying payments of our Istest invoice until all amendments are processed. There is
a PPB of about $150K, but the royaities in the last quarter are much highar then the MC. This
means that after processing all the amendments Tulip will have to pay us an sdditional $100K on
the old contract. S0 after the two years of the contract, the difference between the MC and the
actual royalty is less then 2%.
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Yictor (Masgnus Larsson)

During the spring Victor will launch the new saries of Grid Pen Computers. The development is
handled by Grid.
dekuuublshmommordtycmmhEuropc.‘l’hoﬁfutmnwmboloc:tndinGloﬂmp
MWItwmula,mqmmanhwwmmlw.
Apple, HP, Compaq and Victor. Thers are plans to estsblish three more stores in Sweden and one
in Norwey during 1882 info in Italic is NOT OFFICIAL information yet, even if there has been &
flash sbout i in ¢ Danish newspeper.

Yobis (Stefanie Reichell

During the Mid-Year Review, Bill Gates visited the Vobis store in the Arabeila-center in Munich.
Bill has now ssen their stforts tor OR-DOS, unfortunatsly, but we are working on a long term plan
todmmﬂcdvh\otwommofMS-DOShVobhm
OnJmuuvzath.mhadamuﬂmmvobhwmomwdmmmmomhip
and to officlally introduce Stafanie ss their comtact. issuss that wers discussed wara whaether they
woddbohtmudhﬁundnememmdmvuldelohtbchwuudlnuMmtou:
mare sbout it, sspacislty st a price of $15.00 or $30.00 bundied with Windows. He is also
interestad in €lscussing possible PCWorks 2.0 to WinWorks updates. We think that once he starts
feeling stiffer compsetition from Escom that he will want 10 talk mors to us sbout this subject of
WinWorks.

in this meesting wa were also informad that they shipped 103,000 systams in Q2FY82 and we will
be getting signed and finslized rovalty reporns from them in the next meeting on February 6, 1892,
88X units went out with MS-DOS 5.0, and about 50% of all units went out with Windows.

Ys OFMs

Compasq {terssach)
The primary activity this month was Windows 3.1 negotiations. Jeffl and Teresach traveled to
Houston to begin negotistions. This was tollowed up by numarous conference calls and a written
propossl, counter-praposal, and rexponss. The current status is that Compaq will license Windows
for products due out in the June tirns frame. While Teresach continues to push for the April time
fcame, Compaq has been unable to move quickly enough to tske sdvantage of the launch
opportunity. Petarbra visited the top thwee Compaq subs in Europe to discuss joint marketing
opportunities between the MS snd Compaq subs. Billg and Eckhard Plaiffer spoke brisfiy regarding
Compaq snnouncements and Windows ficensing status. Additional activities were 8 Pen_Windows
brisfing, NBU snd printer meetings.

Ungermann-Bass, inc. (markbul

U8 is s68 dedicated t0 3 LM strategy and is interested in rsising the level of the strategic
relationship between our two compznies. We met with UB to understand the new organization
there and 10 prasant the MS strategy to them. it s stit unclear on how the new relationship will
eventually be structured. It is clear that #t will change over the next months as UB's new
organizstion settles in.

tomhen

Cammodore: Negotiations for the per-system Windows and Works for Windows ficense is going
vary slowly, although we did receive & 342,000 PO. for Works for Windows document films.
Tomhen made MS DOS 5.0 Portable Computing {nitiative Prasentation to thsir technicat suff, which
was well received. This is the continuation of gur sffort to replace DR DOS on their paimtop
machine. Tomhen spoke with Lou Egglebrecht {their palmtop architectl, he sgrees MS DOS belongs
on the paimtop.
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Tandon: Tomhen attended their biysarty executive lgvel Product Planning meeting with Joachimk,
and Peterbra. They prasented the MS System Software Strategy and Trends in the Intel PC
Market.

markbs

Philips: Most of Jsnuasry wes spent obtaining fina! signature tor the new Master Coatract and
pushing the contract through the channals at MS. Additionslly, Markbs spent a grest daal of time
prapering for the Exscutive Brefing which is scheduled for February 12th. Philips is presently
estblishing & factory in Europe that will recsive basic PC configurstions from Montresl and prepare
thegse PC's for distribudon in Europs. Most of the Montreal staff has bean in Europe helping to
setup this new organization. ’

We have aiso had a great des! of activity surrounding the ficensing of PhotoCD directly from Philips
to MS. This Gcenss issus is very complex and requires the cooperation of the highest levels of
managemaent from both our companies. It appears that we will ba successtul with this licenze snd
thus MS will be abls to support PhotoCD on att Windows bazed devices. Part of the Feb. 12th
agenda will be 10 come ta agresmaent on this issus.

Northgate: NG was involved in the budgeting process for almost the antire month of January. As 3
result things were faidy quiet. We did accomplish the raconcilistion of the outstanding mansys MS
owed 10 NG and that did take quite & bit of time. Resolution to this issue was greatly appreciatad
by NG mﬁawu'\oﬂt. NG is also in the process of re-avaluating its marketing strategies and
considering vertical marketing approach 1o bundling software.

debbiefl

CompUSA: CompUSA has agreed to add a third year 10 their MS-DOS license and commit to
100,000 units. They have aiso agread to ticense 50,000 copies of Windows for thres years. They
will preinstail Windows on theiwr machinas. They would not commit t0 a per-processor deal, as they
do not want their costs burdensd at the low end where they have 30 few margin dollars. They will
be attending WinHEC and using our logos. They have completed the HCT. There is substantial
opportunity for both high and low end applications business.

Crestive Labs: The Bookshelf license was finally completed. There had been several snags, as MS
had toid them originally that they could sub license Bookshalf. Our agresments with the third
parties, like Houghton Mifflin, do not aliow us 1o sub license. Unfortunately, MM Pub wasn't aware
of that. We also found out that CL cannot distribute Bookshalf in the UK because of 8 naming
dispute MS is having with another company. An amendmaent allowing them to act as 2 replicator
for OEM's with MMWin licanse was drafted and delivered. Pamelago and Debbiefl visited them this
month to discuss MM marketing plans and the testing procedurs we are implemanting for MPC
compliant components and systems. CL is extremely interested in being our supplier for Foghorn.

Medis Vision: The issue that has bean open this moath is whether or not we can license them for
windows 3.1 to bundle with their Thunderport bosrd a3t 8 price they find acceptable. They have
been very unhappy with what we have quoted them. There ars severs! issues we sre pursuing from
a legat standpoint, 30 wa can understand exactly what we have to provide them undser their current
contract. They have an amendment ia their hands for signature that will extend their ability to
upgrade thelr instatied base until March 30, 1992 and allow them 10 act as 2 replicator for OEM'’s
who have MMWin licenses with MS.
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Pattyl

NCR - NCR signed up for OEM Premier Oniine support for 315,000, which want into effect on
Mondsy, Februscy 3rd.  The new Mouse Distribution Agresment and the Master Licsnss
Amendmant sre on Alok's desk for signature and will be signed when he returns from Germany.
introduced Mark Buick ss the new NCR Account Manager via the MS-DOS and Windows road show
mesting st E&M Dayton.  Steve galimar and Tom Mays had an excellent (tast) cal regarding
Windows NT and Steve has been invited to Daywon for s sustegy update maeting this Sprng
(Paulma will probably sttend).  E&M Adants camé to Redmond on January 9th o understand our
plans for MS-D0S 6 and it tooks like we'll be able to accommodats their needs before MS-DOS 6 is
avsilsbla. E&M Columbia has been on site porting NT 10 the 3550 and thers ars plans to work out
a program to ship NCR MP systems and NT code to selected limportant) 1SVs. The E&M Clemson
NT enginesrs were In Redmond for 2 maeeting with Carls and Mackm to dizcuss potential joint
devsiopmant of “Win32 on DOS” (Panther) foc thair high-end workstations.

Johnme

AST - Account turnover from Jetffd began. Traveled to AST and presented to 12 manager and
director lavel personnsl s prasentation of MS-DOS snd Windows plans for launch and future
directions. Met with engineering group and katensd to concems of NT developmant, getting 8
better communication network up and fuaning (direct smail vis gatewayl. Discussed AST s custom
Configuration program for direct sales through tha reseliers. Met with Jim Schraith, VP of channel
marketing , Jufis irving, Marksting manasger of maks merchant channet and had Mike Negrin
presant and outine MS marketing channels and strategies.

AT&T/NCR - Came to varbal agreement with Safari tystems group to amend the Rhapsody
agreement for MS-Office to utllize existing pre-paid from Rhapsody agresment for Safari systems.
Met with Naperville MuitiMedia group and provided information on Win 3.1 and MuhiMedia
extensions. Naperville group outlined new product plans for 3 MultiMedia system due in Q193.
Confirmed the Napecville group is now responsible for the upgrade MultiMedia kit developed by
AT&LT. Began formulation of royalty pricing for the PC mail groups Easy link project. Finally
scheduled technical review maeting with 3140 group to review MS and NCR future products.
Account tum over to markbu began and will be compieted in February

Wyse Technology - Met with Rich Wesson and Jim Munro to address outsuanding issues. The
meating was very encoursging. Discussed alternative arrangements for EBU products for the Wyse
Decision faptop. Wyse will most fikely licenss Warks for Windows and Money on a Per System
basis for 3 6 month period. Discussed the license for Windows and came 1o 3 verbal agrssment for
Windows Per processor if issues surrounding corporate flicensing programs can be resolved. Wyse
also wants 1o present to MS executives the business case for the Windows NT Termina! proposal.
Wyse sent 2 programmes and system 1o NT development group to bagin the porting process of NT
10 the Wyse 700i. Met with NT technical staff to outiine projected milestones for SMP port of NT.

Tomds

Zentth - This has been another manth of high activity i the Z0S account. Z0S entered the mass
market at the January *92's CES show and announcad that Spinnaker Works will be shipped with all
mass market machinas. Wa have lost this business. ZDS is soon to announce a partable pointing
device available for ali ZDS portables. Logitech's Trackman is the likety winner. ZDS will ship in
excess of 100k units of this product per year. We also met with ZDS and gained closure on
Winball. Upon availability of winball, ZDS will ship this product with a¥ 2DS natwork ready
machines. Groupe Bull and 1BM announced that iBM will purchase a stake in Groupe Bull and that
1BM will reselt ZDS portable machines.
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Jettd

AST - AST's VP af Channsel Marketing, Jim Schraith, visited MS's Mike Negrin, Alex Nader, and
John Wiltlams to discuss co-marketing activites for Windows Worid, the mass-market channal, snd
MS's Fall Promotions. Thesa discussions went wall snd wiil be followed up with Mike Nagrin
visiting Tom Yuen on March 4th. AST snnounced its new AST Oftfics Advantage product line at tha
CES show in Las Vegss. Their pruss announcemaent stated that Lotus was on Otfics Advantage PCs
which was not true (see issuesl. AST's accoumt transition began. Johnme introduced himsalt wall
presenting MS's system software updste on MS DOS B's APM and Windows 3.0 momantum. John
andlwilworkwm«onttnouaundhq iszues 3nd the transition will bs complets by Febeuary
13¢th.

AST continves to prow seling 120K systems in Q2.

Darcyh

HP Corveliis -Signed the LOL for Lion. Additonalty, signed the MS-DOS 5.0 snd Windows X
Amandment per processor. Remaining issues are what will be used for the PIM on Lion. MS Mail
Qroup presentsd a spec. for Address Book, 81 pant of Scheduls Pus, but did not fully mest HP's
requirements. Chrisp has assigned Robert full ims as Project Mor. replacing Josephr. Roberd will
work to define bast PIM solution for HP and to be kay technical interface for Lion for MS. Deliversd
first draft af the Agresmant for Lion.

HP Grenoble

Mat with Jacques Clay, GM, Grenobis, at dinnar with HP Sunnyvale to discuss propoased Windows
bundling proposal. Discussed Windows bundling options and how Windows could benefit
Grenobla's planned network ready/capable desktops, planned for relesse this spring and Fall.
Grenoble is interested in puisuing an axclusive bundling option similac to Corvaliis’' Lion. Would fike
10 investigate joint devslopment opportunities. Wil be maeeting with Jacques in February to
investigate how Grenoble/MS can work together. Jimko, TAM, will be visiting Grenoble in
Feb./Mar. o review suppon for HP, and how MS can batter support Grenobls.

HP Sunnyvale

Heid a mesting with Sunnyvais 10 hear 3bout plans for "Edison® 3 pan-based 388 PC, with smail
and fax capabilities. Planned releass Q1 *g3. Key oppoctunities for MS are Pen Win, MS Mail and
Schedule Plus. Met with Duane Ziuner, GM, Sunnyvals, at dinner to discuss Windows bundling
proposal. Discussed Windows bundhng options and how Windows and Window spplications couid
benefit Sunnyvale's planned 486/25 CPU upgrade able machine planned for spring ‘92. Submitted
revised Windows proposal, and will review with Sunnyvale in sffort to name Windows system by
2/28, which is required in contract in order to recover $100K of current PPB.

HP Colorsdo Networks Division (CNDMinformation Networks Division (IND) .

Bobke and Darcyh met with information Networks Division (INO) and Colorado Networks Division
(CND) in joint meeting on 1/30. IND is now rasponsible for all mktg. of LM for UN(X Systems.
Discussed ways 10 promots joint networking strategy and raviewed strategy for LM for UNIX
Systems. IND continues to defend Novell announcement 83 & simple "balancing™ message, as they
have been leaning too far towards LM. Darcyh will be scheduling maeeting with mktg. groups from
MS 2nd IND 1o further educate IND on LM strategy and to investigate joint PR oppoctunities.

Richsb

Hewiatt - Packard - The new year brought with it some good progress on the HP froat. Highlighting
the month was a successful executive mesting where HP gave us their final commitment to build
TrueType into the Payette printer. in addition, agresments were drafted to put to rest concerns
telainq to awnership and disclosure plans for two interface standards.
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