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HEMORANRDUM 302 Mr. G. R. Thoman

SUBJRC?: Microsoft Meeting - August 9, 194S

im Rempin and Mark Baber of Microsoft
Windows $3 contract. The susmary of

On VWednesday, August 9, I met with J
regarding the status of the PC
the meating is as follows:

1. 12 0 Immunity
2. Recovery Disk Program
3. Reparting and Paymsnt
4. OPK Tool (preload tool)
s. End Usar License

6. LAN Manager, ¥in J.X 08/2 Audits

Resolved Iseues

1. 12 D Temmity:

I told Microsoft that
items ware agreed to,

2. Recovery Disk:

Agreed to current wo

s would be the fiaal {seue closed. Once other
would agree to curreat workisg of this provision.

per David walsh.

designation of royalty to a psr system default. Our
procass Lo BaAnAQe current per coupy default is cumberscme, and it seems toO
be cansing most of /[the Windows 3.X discrepancies.

¥a are the caly using the par copy default.

Microsoft agreed allow a period (through ysar-end 199S) to rasolve our
adainistracive {fsues on payments. In the interis, IBM will make astimaced

-énthly peyessnts| incinding an overpayment. Overpaysenat will bs carried

forward by £t mouthly and applied to the next sonth's cutstanding
royalty.
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4. OPK Tool:

Agreed to curreat working given we could use knowledge gained from using
the tool and can be transferred to the losding of other nos-Microsoft

software.
S. End User License Agreemsut:

Agreed to include Microsoft T°'s & C's ia our agreement.
6. Audite:

Microsoft is concernad on the potentlsl sagnitude of IBX'e underpayment.
Joachim suggested they may want to go back to 1967 and audit all years.

Microscoft estisates $30-§100M in urdarpaymsnts based upon past experience
with IBM. Example quoted: ia the fourth quartar, IBN is quoted in the press
as selling B8O0K to 1M OF/2 Warp licenses; Microsoft was only peid for 3SK.

Wa believe that these astimatas 4re ovearstated. [BM estisates are being
workad.

Joachia offered to accept a single payment and alose all cutftanding sudits.

Joachim also suggeusted this paymast may be reduced through an offer of good
faith from IEN...sceething be could show Gates.

e wuggestsd IEM not bundle Lotus Ssartfuite om cur systems for a sinisum of
eix months tO one year. He is concerned on the impact to NMicroseft profit
from 0ffice (¢ they begla offering to ORM's as a preload. They view the
*threat of bundling™ as a "corw issue” in the relatiocaship. I told hia that
thisa was not aa optios.

1 suggestad a broadening of the role of the Kirkland Porting Center to
include NT on Intel. This is intended to provide wozrld-class customer
suyppoct f0r thoee Customersd who have made an ¥T client decision. I told bia
that this would Dave to be reviewsed with Rick Thoman.

1. PResolution of Overpaymsnt Methodology

2. Proposed Audit Plat Paymsot

3. Good Paith Offer - Expanded NT Support

4. Garstner Meeting with Gates on strategic issues for the industry, pr
by seassions with J. M. Thompeon, N. XK. Donofrioc and 8. R. Thosaa.
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While these lssues are being worked, Microeoft will work on completing the final
version of tha Wia 95 contracts with plans to cloee the issues by the end of the
weuk.

othar lssues

While the msating with Joachim and Magk Baber was cordial, the overall
relationsdip is rocky and needs to improve.

We discuseed tbe tole of Jim Miller - suggusted that De be remcved from his
current role with Microsoft.

Babar said the resson the Win 95 contract was baing tiad o audits was that Jim
Miller sugguetad if the audits could not be resolved, IEM would be unwilling to

aign the Win 93 agreement.
Sunmascy

I3M'e management of the O#/2 contract and subsequent audit hag raised the tesgion
between our companies.

Joachim wants to close contractual iseues on Win 95 before August 24.

Top level asetings which lead to a Gerstner meeting with Gates will go a long way
to repairing che relatioaship.
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