Internet Client and Collaboration
3 Year Business Outlook
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Objectives

@ Build browser share
® Build email client share

# Rationalize IE, email and Office to deliver
differentiated and profitable collaboration
products

J Year Business Outlook
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Metrics

@ Grow [E IB share to 60% by FYQO
@ NSCP =38%
# Be number | in IB email client share:
# Grow Email client B share to 30% by FYQO
@ NSCP = 14%, IBM/Lotus = 15%
@ Correctly position IE, Outlook and Office in the market:
¢ Execute upsell strategy from IE to Outlook to Office
# Generate revenues from Outlook standalone of $250MM by FY00
¢ Assume leadership from Notes in groupware client space

4 Be number [ in [B browser share: . . l( 7’)
\\\ r<,u’\: \W v
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[E 4 Product Plan

¢ Delivering the Web PC to Your Desktop
¢ True Web lategration
¢ Pcrsonal Content Delivery, Default Content
4 Scaleable Collaboration and Communication (Suite)
® Best Browser
4 Great Client for Corporations
¢ Offline/Mobile use

4 Risks
¢ Laic (After Communicator, miss OEM window)
4 Performance/compatibility
4 Ul design (simpler, not more complex)
# Cross platform late, support incomplete
4 roaming user, multi-login support

3 Year Business Ouilvok
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Outlook Web Release Major Goals

4 Internet Standards support -- IMAP, LDAP, vCards,
NNTP, S/MIME, HTML

¢ Great HTML client

4 Performance, Size -- start to eliminate MAPI

@ Ease of use

@ [E4 Ul rationalization -
¢ New web features -- sharing folders, search results

J Year Business Outlook
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Early [E 5/6 Thinking

# Trident V2 -- better support for authoring, app
development

4 Better x-platform delivery

4 Multimedia support

¢ Office 9 integration TBD

4 Roaming user, multi-login support

4 Outlook -- better x-platform, more size/perf/MAPI
reduction, new protocols in sync with Exchange,
Office 9 sync up, single code base for

Outlook/Athena
2 Year Business Qutlook
T
Product Timeline
CY 1997 il CY 1998 |
Co J o JC o 1o JC o 1o 1o J_os 1
IE Win32 [E4 Beta ] IE4 Ship IES Ship
IE Winl6 IE4 Beta ! IE4 Ship

IE Mac IE4 Beta | 1E4 Ship

TBD

IE Unix 1E3 Limited Beta

Qutlook WR Beta |

WR Ship

WebLook Ship
(Xplar)
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Netscape Client Product line
Navigator Browsing
Composer Basic HTML authoring
S[andard 549 Conferencc Real-ime audio/data
Collabra Discussion groups
Messenger HTML mail
Price TBD Constellation Desktop UT ”
Calendar Calendar/scheduling
Pro $79 AutoAdmin Administration kit
[BM Host 3270 emulation
3 Year Business Outlovk
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Netscape Strategy

4 Change the battleground from browsing to
collaboration with Communicator
4 Attack the middle ground between Windows and Office
# Neutralize I[E momentum, relevance
® Use browser as entrée into groupware space
4 Use email as the trojan horse to the authoring market —
4 Co-exist and attack other productivity categories

4 Neutralize the OS and own the desktop with

Constellation

4 Highlight open and cross-platform, anti-Microsoft
sentiment

‘ Pannerships J Year Business Oullon:(l;
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Netscape Strategy (cont’d)

NSCP Brands

Usage MS Brunds
- i
Authoring & . Corel Deal.
Analysis :Ol'ﬁce co-cxistence!
Collaboration Oftice
Basic Email & Communicator
Editing
Browsing IE
Constetlation
. g2
0os Windows 2|z os
= An
3 Year Bu.z'ncx.r Qutlook
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[BM/Lotus

¢ Groupware, groupware, groupware

4 Momentum
®Leverage selling infrastructure

41BM sales/support/consulting _

®Lotus Business Partners
#Bottoms-up sell, breadth channel

4 Confusing client story

3 Year Business Outlook
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Lotus Messaging Clients

Applications

&S

Mobule C

Madl

)
i
SNA
)

Personal Compurer 3 Year BI0SS SOBENShk
(R

[BM/Lotus Client Product Drill Down

Mail clients Calendar clients

Notes Designer | $99/275 | Notes Designer

Notes Desktop | 569 Notes Desktop
NotesMail 355 NotesMail | $79
ccimail $29 Organizer GS | $79
LotsMail [$35 Organizer 97 [TBD

LotusMailJava | TBD Calendar Java | TBD

Cc:mail Web |529 PIM Java -
Weblicator 329

J Year Business Outlvok
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Microsoft Strategy

4 Force Communicator, Notes to compete against [E.
Outlook and Office o
4 Bracket as inferior internet client and inferior collaboration
client
4 Position [E as the free. superior browser and basic collaboration
solution for the broadest market
4 Position Outlook as superior high-end collaboration client, best
used and free with Otfice
# Position Office as the complete. superior collaboration tool set
® Leverage [E momentum until Outlook Web Release and
Web Look (x-platform) beta in late Summer
# Surround Communicator at retail —
# Drive retail share for [ESK at $19.99 and Outlook at $99 /
@ Upsell to Office

e
J Year Bu.rinuW
4 Make Outlook a comerstone Office app moving forw 5

N~ L

0

Microsoft Near-Term Strategy

Usage MS Brands NSCP Brands
Authoring & ! Corel Deal,
Analysis , Office co-existence
Office
Collaboration
Quitlook -
Basic Email &
Editing Communicator
{E
Browsin
¢ rConstcllation
. u| % ; i
os Windows Sz Any OS
Z 5 :
- J Year Business Ouilook
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Microsoft Long-Term Strategy

Otlice
$ Office $ 03% Revs
Qutlook r
N Outlook | | 1Y
h  —— utiook | ¢
a IE (3% Revs)y || Outlook i P
r j (0% Revs) | | g
. [E ] IE__1le
E E :
$ Windows $ Windows Mac, UNIX
$ BackOffice $ BackOffice
3 Year Business Quilook
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Long-Term Strategy
MS Brands NSCP Brands
Authoring & ] Corel Deal,
Analysis |Otfice co-existence;
Otlice
Collaboration
Basic Emuil & Outlook
Editing
Communicator
Browsin
§ (E [ Constellation ]
0s Windows| 3| = Any OS
indows sz y :
> J Year Business Qutlook
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ipeargapdogy

Branding, Packaging, Pricing Drill Down

Office $199/219
-{E4
*Qutluok
Quilook (S99 Office apps
-[E4
[ESK ($19.99) «[ESK
J[E4 +Outlook
[E4(SQ)  -other bits *Themes -
[E Etc.
*Athena
*FrontPad
*NetMeeting
+NetShow client
PWS
IYmRuu'n'n;r/‘ ook
Price 19

Kev Risks

¢ Confusion, difficult to communicate

¢ X-platform, esp. Qutlook

® Timing - waiting for an x-platform solution
¢ Exchange dependency

# Potential to cannibalize Office

J Year Business Qutlvok
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Competitive Levers

# Integration with MS products
4 Distribution and partnerships
¢ Developer/SP franchise

¢ HTML leadership

¢ Scale

3 Year Business Qutlook
2

Integration

¢ Integrate Windows and Web

# Shell integration. autoupdate, distribution pramary 1997
weapons
# Discussing Java, Trident, MM

# Integrate Office and IE

+ Make Outlook the best internet mail client

¢ Scaleable Athena to Outlook architecture -- U, AB, Store —
(upgradeable)

+ Email/Qutlook integration with Office apps
4 Integration with BackOffice

4 Common forms. object model, scripting

# Best workgroup/workflow with {IS/Exchange

@ Admin. config mgmit, proxy services

3 Year Business Quitlook
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Distribution and Partnerships

# Enhanced user experience with Windows and
Oftice

4 Trial approaches on OEM machines, msft.com
4 Expand relationships with AOL and other OLS

4 Gain browser and email share through ISP
programs

® Get aggressive at retail

3 Year Business Outlvok

n

Developer and SP focus

4 Integration into marquee tools
® VB -- ActiveX, Trident (98)
® Vegas -- Trident, AFC
4 Interdev -~ Trident

4 Pull Collab development into mainstream
tools/platform effort
4 Rally developers around the MS platform

¢ PDC, events, SDKs, tools
4 SP education and mobilization

4 Support and mobilize the field

® Aggressive MCS approach

® Sample apps. tools, training 3 Year Business Outlook
24
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HTML Leadership

¢ Trident
425D
4 Animation (Thammer and AxA)
¢ Data binding
# Netscape compat -- layers. jsss ‘
¢ But publishers are slowing down in adoption of
new features
@ Specific deals with top sites

# Position Active Desktop content as separate from mainstream
website
4 Staff up xplat and netscape hosting work

3 Year Business Outlook
5

Scale

¢ Win32 Development resources -- we are out investing |
netscape -7

¢ Global Coverage
# Netscape in | [ anguages, [E in 30 and growing

# Purchased Code expenses
# Notably codecs

€ Windows distribution -- for IE, and as draw for partners
¢ ook at subsidized internet usage -- free email, free usage
4 Paid content deals

4 MCS resources

3 Year Business Qutlaok
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Response ro Competitive Levers

4 Communicator & Notes

# Respond with Outlook/Office -- more features, better fit
with existing environment

#® Get groupware development story straightened out with
Exchange team

4 X-platform
# Evaluate trident plans -- get more focus
# Pull Unix [E in house -- outsource has not worked
¢ Continue Mac and Win3.! investments
# Eval and strengthen Outlook xplat plan

3 Year Business Outlook
27
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Near Term Email Client Share Plans

4 Expand AOL User Upgrade Promo to include
email

¢ Aggressive ISP/OEM promos

# [dea: “Use Athena or Outlook, get free mail for one
year” promo

# Eudora Switcher Campaign, or strategic

relationship -
® Major PR push starting with Web

release/WebLook beta
® Corporate SWAT team in workgroup space
® QOutlook retail SKU marketing J Year Business Quilook

Share and Revenue Implications

4 Current [E Share Status
4 [E Share Goal Model

4 Email Market Overview
¢ Email Share Goal Model

J Year Business Qutlook
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[E Share (Popular Web Site Hits)

PC Meter Share % . PC Meter Share %
Site ranking 1€ Nav ranking 1€ Nav
YAHOO.COM 2 18.4 71 TICKETMANTER.CONM 247 2) 8 747
EXCITECOM (] 18.3 52. HMHOT.COM 3] 13.0 720
INFOSEER.COM T 16.8 78. CONOW.COM 33 18.5 58.
ZDNET.COM 18 21.8 729 GAMESDONMAIN.COM 3 20.2 77,
PATHFINDER.COM 21 15.0 70.0 CMP.COM 318 218 2
REALAUNDIO.COM 23 21.0 74.0 BINCOZONE.COM 182 11, 59.
FOURJL.COM 25 29.0 2 Average Share: 228 .
TRIPOD.COM 28 3.0 1,
CMNET.COM 23 25.9 7.
SHAREWARE.COM 31 19.3 74.3
SEARCH.COM 48 8. 50.7 200 Ya
WEATHER.COM 4 q, 9.0 | 3 Nay
DOWNLOAD.COM 8 8. 474 Other Sites
DEJANEWS.COM 1 6. 54, Ooubie Click (ren. 80+ sites) 21 78
SPORTSLINECOM [1] 14. 789 | !ntemet Link Exchange 23 74
WINDOWSYS.COM 96 34, 54 (rep. 70,000+ sites)
INFOSPACE.COM 148 19.4 7$.0 | Interse Weir Trends n 57
HOTWIRED.COM 19¢ 218 8. Univ. of lilincis EWS n n
NEWS.COM 19¢ 31.4 56.2 | Zona Resesrch Study 28 e
WARNERURON.CONM 2 22.0 71
NUA.COM 21 26.5 58.
3 Year Business Qutlook
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IE Share (Call Downs)
internet Explorer [ Navigator AQL (Non-MS) Al Oth
Jun-96 Jan-97 | Jun-98 Jan-97 | Jun-96 Jan-97 | Jun:38 Janm-97
U.5. Browser Share:
U.S. Overail 6% 19% 52% 54% 20% 18% 2% 9%
U.S. Home % 23% 4a% $0% 6% 22% 20% %
U.S. Workplace 4% 16% 60% 54% 10% 3% 5% 11%
U.S. Share by Platform:
Wind2 12% 21% AT% 51% 284% 23% 17% 5%
Wwinig 1% 2% 50% 53% 2% 39%] 26% 6%
Mac % 15% 71% 56% 15% 25%) 1M1% %
Intemational Browser Share:  Qec-97
Europe 3%
Japan 25%
Austraiia 2%
Latin America 36%
Atrica’Middie East 2%

J Year Business Quilovk
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[E Share Goal Mode!
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E-mail Client Market Summary
Emuail Installed Base Y/E 1996
LAN Email * OLS/Browser Email Mid/Mainfe, | UNIX | Total
64mm Clients 41mm Clicnts I7mm Clients| | Imm {135mm
47% 32% 13% 8% | 100%
LAN Share
iBM/Lotus MS Novell Others -
31% 0% 12% 5%
OLS/Browser Share
ISP Freeware oLs Browser] ISP
51% 5% T% 1%

2 Year Business Outlook
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.
Email Share Goal Model
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Kev Issues

® Cross Platform
€ NT 3.5, Win 3.{, UNIX, Mac

4 Exchange dependency
@ QFE needs staffing

¢ Under investing
@ Java -
@ Unix
4 Multimedia
4 DRG

J Year Business Qutlnok
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Appendix

¢ P&L

4 Headcount

4 Revenue/share models
4 Dependencies

J Year Business Qutlook
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3 Year P&L
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P&L bv Business
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Headcount and Cost Assumptions

® Regular headcount forecasted to be at Revised Budget total
by 6/97.

¢ Growth guideline for headcount 4%/year, but we are
reviewing. DRG growth FY98 is 30 heads or 25%.

¢ COGS in FY97 includes $9.7M of one-time IE royalties.
@ Product development $ grows at |5% per year.

¢ $10 million of FY97 product marketing budget is
unallocated. Projected decrease of 10% in FY99.

& PSS costs for MS Plus! and Outlook at 6% of revenue.
PSS costs for IE assumes same incident rate/user as FY97.

3 Year Business Outlook
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Headcount
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Headcount and Cost Assumptions

4 Regular headcount forecasted to be at Revised Budget total
by 6/97.

4 Growth guideline for headcount 4%/year, but we are
reviewing. DRG growth FY98 is 30 heads or 25%.

¢ COGS in FY97 includes $9.7M of one-time IE royalties.
4 Product development $ grows at 15% per year.

4 $10 million of FY97 product marketing budget is
unallocated. Projected decrease of 10% in FY99.

4 PSS costs for MS Plus! and Outlook at 6% of revenue.
PSS costs for [E assumes same incident rate/user as FY97.

3 Year Business Qutlook
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Office Cannibalization Impact: LAN
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Office Cannibalization Impact: ISP/OLS
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[E Dependencies

4 Internet Security - SSL, CAPI,'Secure store, Wallet (PBS)
¢ DCOMI5(PBS) Win32 and x platform
¢ Internet Connection Wizard

4 OLE automation (PBS)

@ Task Scheduler

¢ VB and Java scripting (tools)

® Direct X (PBS)

4 PWS (PBS)

@ ISDN Accelerator Packs (PBS)

¢ TAPI(PBS)

4 Web Post (PBS)

3 Year Business Outtook
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[E Dependencies

4 [Hammer Controls (tools, IMD)
4 FrontPad

4 Winsock 2

¢ PPTP

@ Certificate server _

@ Server support for IMAP, LDAP, ULS, SMIME

@ Tools:
4 Visual InterDev
® Caesar
4 Vegas
¢ Ecc.

J Year Business Outlook
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Outlook Dependencies

¢ ‘97 Web Release
# Trident -- viewing OK, editing support a concern
4 Exchange Server for Notes competitiveness
4 Office for TCO and .DLL factoring
# Tools group for dev environment

4 WebLook

¢ Exchange’s “Kluane” object model implementation

3 Year Business Outlook
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Backups

3 Year Business Outlook
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IBM/Lotus client share

Lotus Notes. Softwars Business WW

Yol FY9% Y87
Revenue (3 mukona) $ 21218 isGa]3 42
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1Y Growin 148, 209 24%]
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YrY Server Growth 209 30%|
L=
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Netscape share and revenue projections

1996 Financial Performance

pe C ications ($346.9M)
™% : ™ 5%
Browsers (S198.3M) Server (593.5M) Other (s54.6M7}
0% ’ 20%
Navigator ($15961) 7;;,f;'f

Suerce: Montgomery Sccurvists renon daied L2947
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