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AN Confidantial

On Thursday (10-%3) Jim.B and I met with Anthony Bay to discuss how we might
move tha MS-AN relationship forward {n a resitive way., Th4 meeling was a
follow-up tTo &8 meeting that took place last week.

Jeining Anchony [unexpectadly} at che mesting was David Rinn. The tons of
che Mmeeting was frostiar than my rescent interactions with Anchony, indeed

ecoldier than expected.

Anthony began by saying that the relationship Detween our 2 companiex is in
his mind 7958 competitive.” At first Be Said he couldn't think ef anything
positive that had happsned between our companiss. I countarsd zhat we
whought they wguld think the ASE area was positive. He backed off a bic
and said he agresd that our joint ASF work had been vary posgitive.

i

We (Jim and I} expressed & 2Trong desile to have 4 positive relatienship
betwean our two companies where possible, recognizing that while there
would be

substantial areas whers we would cospete, we thought that there wers
substantial azsas whers =e Sould cooperate.

Anthony was not exactly regeptive to this, although he didn’'t wane to close .
the door. He and Rinn indicated that in their opinien, RN had aot always

betaves~ honnrvably since the MS-RN deal was done. He suggested (and Rinn

said poizt mlank) chat we had not been straight with MS about our s e
intenticas on & ausber of fronsa. TEL

For instance Rinn said wa oust have had a secret plan 2o go public befere
we did our deal with tlem, Juggesting thas we did this intenticnally to
devalus their warrants. Jim told them the exact date of the board mesting
where the topic firat got sarzious attention, ang the date of the board
meeting (when I was in Naw Zasland) whare we 3zade the dsciszica. Since it
w3 outrageocua statement season, Rinn again reltsrated the #S finance view
that at the time ws did tie deal, RN had "screwed MS cver the warrant.” I
cdizpured this and askad hixm to sxplain why hse thought this was true. He
declined co do 39.

Morscover, they said that they had hoped/expected that RN would not be
staying in the hozizontal atreasing media bHusiness, and, pecthaps even woze
ourrageously, they clalmed that I had privately suggasted this to 3enior
Pecple at MS. I completaly disputed this, peinting out for instance that
the structure of our deal with MS (825 and $35 million future optiens) runs
irectly counter to the notion of RN not deing futurze horizontal work.
They backed off a littla, and suggest I calk privately with ths parson whs
they say claims that I said this. 1 certainly plan to o so.

Througheout chis Jin and [ scayved calm (no§ az bard a3 I thought it would
oe, dDacause thair commants were so ridiculously off-basel. Aflar they
finishad venting, we tried to get the discussion back on track cto focus on
canstructive things we could de sogether,

Anthony sgain suggested “hey why don*t you guys just became -like SAP,
building everythiag qQn top of M3's full platforms®™? We said that it was
unlikely ©o make sease for the forseeabls futuze foz us t©o just do chis for

a variety of reasons.
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<a4 20T super w~illing to embrace the “Adode"™ model, sfOUGH (T was noc
absoiutely clear why.

Geing from abstractions to practicalicies, we said that wers truly were
opsn to supporting MS plactorms in value-added ways, ifcluding where
appropsiace sven their streaming media platforms if they provided a
business model that ®ade sense. We said we thought he zight set of
initiatives could move the nesdla from $5% adversarial to say 80%
adversarial and 20% cooperative, and thal chere way real value in this
especially if ona focused on the trandling. We touched on ideas such a3
having Timecast list programs in ASF and/or Netah~w Fformats, or having cur
player play their formats as well as our own.

We tock the action item to write up a list of proposed ways te work
cogether. [ will araft up a liaT Chis week then pass it arounc internally
for comment. The plan i{s to meet witk Anthony in about 10-15 Zays to go

through the list.

Wa alsc touched on a few tactical issues, inecluding:

-- M3's warsants and decision regarding stock converaion (a subject of
great emotion for Maffel and Rinn). I proposed a compromise -- that if MS
agreed TO take nonvoting shares, including potentially the warrant if
‘exarcised, we would agres that thess shares could gonvert to voting upen
sale. Rinn said he would check wich Maffel on thls and get back to us.
Mark plesase follow-up with Rinn.

-= MS pre-paying us the full $30 mil license fea. They "want the $10 ail
vack® until we fulfill the obligations, I agreed t¢ look into this and get
back to them this week. Mark plaase drive this and keep me posted when R

we're preparsd to get hack to them,

-- Them saying that they had not qo:téh the full deliveries from us of ail
the bits. On friday Antheny sent e & list of missing pileces, and ¥hil is . °
in the process of formulating a respense and delivery by EQD monday.

== On=-geing issuas ragarding branding and uninstall. The sald they would
. get back to us whather they wanted us to just do the uninscall werk ax part
of ocur 6 peraon-months of consulting. {Phil have you gotten an sstimate
cn this yet? If not pleese do so). Re brandicg, Kelly hall i3 in ysuzr
. court to write a letter Te: our position oa what they currantly have up on
cheir sits. Kally pls let ma knaow when you can get this letter done,

hopefully by EOD ruesday.

-~ Anthony agreed TQ considar appointing a “mature adult” within his group,
pronably somecne under Ourkin, to work constructively with us.

Overall it's clear that Anthony {s choosing to more closely idencify wimn
cha hostile troops than with a mere bBalanced view of the ralationship.
This iz unforrunare, dut we will do the bast we can given this reality.
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