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From: ch

Dats: Mal , 1981

Subject: Europe Trip Report

¢ B Gates, Mike Hallman, Bemard Vergnes, Chris Smith, Richand Fade,

Ron Hosogl Jeff Lum, Tim Beard

Aeceived a very posilive update on the German Win and Win apps market. ADI is the exciusive
dastributor for the Asymmetrix Toobaox and Is bocalizing K. In addition, they used ft to wrle
multimadia apps and combinad § with their own database technology. it's amazing how this

. improved speed. Paul Allen should look at this. On a side note - my oid friend Mark Ursino, now
Asymmatrix Marketing Manager, seems 10 ba as unpoputar as ever according to ADL and imemal
Asymmetrix feedback.

CeBIT - Hanover, Gemany )
The show now conststs of 20 halls and next year will be expanded to 24 halls. Thay had & new
record this year with 570,00 visdors In attendance. MS had four well-omganized booths. Most
impressiva was the ISV baoth. The main boath, MAC and T AN Man booths ware wall attended.
Busitess cimate was upbedt : 12-16% unk growth ko be expacted, but a fot of disappolntment in
Eastem European business opporiunitles. R will take 56 years 10 see the frits of any
invesimants. The USSR might not be in ke good business for another
- 10 years. East Germany will be healthy in 2-3 years. (it takes ane day to make a schaduled
phona callinto tha Eastern part of Garmany, meaning no communication infrastruciure}. At the
sama timg, skilled and mativated labar doas not exist. Fefty years ¢ communist govemment 1ook
tha desire to perforn out of the country. Do we need {o revisit our localization strategy?

Most impressive: TFT color laptops lrom Sharp, Teshiba, Amstrad {7.5K$), and Aquarius’.

o . HIGHLY
Ultra-thin Notebook as wel as Amstrad’s "Mac-kifler”. CONFIDENTIAL

ER Vi
{ missed Schneider and Compass due to a delay in Frankfurt, Manfred needs to fallow up with
Koester (ex Schneider now pan of Compass), a dealer ¢hain assogiation which is planning to
build theit own PCs.

Iandon

Tandon s stilt growing 20% per year, very professional and healthy. Doing 30% of al Tandon
sales. The bad news: they signed up to distribute Sclborn SPARC stations in Germany and
successhul, they will &o so in cther European couniries. We need 1o change their thinking after
Ihe MIPS announcement. They would swilch if told by their US keadquaders.
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REDACTED BY AGREEMENT

Come v, Migroson

REDACTED BY AGREEMENT

Cantes v Mienrasl

REDACTED BY AGREEMENT

Conte v Microsuil

Zenlth

Zanith has complelely reorganized and changed all sales & marketing managemernt in Germany.
Thay are fighting to come back, and siill being profilable, the local VP was able to survive. More
Important was the message that they are haplry with the managerment changes at HQ and that
they now have mofe input on product directions. 70% of Zenith's {otal business is now done in

Europe.

LRl

Gamany is their best county wordwide. Lots of Talwanesa clona manufacturars and Vobls are
presant with DRI bundles. We will have o target them one by one. Interviewed a DRI parsan
who wanis ta switch sides, will foliow up with JoachenH., .

{nterview with Balnerk

GWedell askad for my opinion of whether he could do the German PSS manager job. 1
supporled his recommandation atter taking to him. From the interview and soma discussion with
tha OEM managars, it was obvious that we need a unified European PSS concept. This is
pasticularly trua for largs account customers when supponting mission-critical apps. These guys
shop for the best pricas and have started layghing at our European inconsistancies.

WORKS

Yin
Schneider's cases, | asked GmbH 1o buy packages withoul hardware lo give us some proof. Wa

.shoulkd terminate thewr WORKS ficense if true - baing tha sacond offenise. Jochenh told me that

all these OEM bundles in Garmany are generally helping his WORKS sales.

Aquarius

Aquarius sokd 40K units in their first yaar of existence. Confirmad that 3865X is the best setling
PC type in Germany. They upped their commit to 60K and shook hands over a new 2.5M/mper -
yoar deal giving us $40+ per system. 1 commitied (o pay for 20K of advertisements in bocal
catakogs for making DOS 5.0 poputar and fighting DRI,  Because they had bought FG DOS and
WIN before they started shipping royalty based products we lorgave them 150K ol min commits .
Their uttra-thin notebooks is interesting, [t condains ORI ROM-DOS from Taiwan, but they wit
force thair vendor to change to MS-DOS.

Ronh ptease make sure that Taiwan OEM lollows up.

Pretty bad K trua:

for a copy. 1 will olow up with Dalecit, Ve denied thal such a contract exsipean aphed
CONFIDENTIAL

Peacock

The usual "you do not love us™ complaint. { promised 1o visil them in Paderbom in May, They
are interested in parinering with us on some integralion projects. Key point; [BM &5 hurling us.
Novell i being positioned by the 18M sales force as being “it*. {This was confirmed by 3-4 other
OEMs). OS2 Is an IBM proprictary system etc., elc. They and others asked us to do g better
PR job inthe US and locally to make our story more beliavabla,
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REDACTED BY AGREEMENT

Come . Micrnodl

REDACTED BY AGREEMENT

Connen v. Microsol]

Yoblz

This ls a comparty owned 20% by Kauho! which in tum is owned by METRO. Thare was lalk in
Hangver that an additional 20% might be soid to Kauha! by Theo Listen, their founder. We met
him twice fo discuss the new oonfract, £ contains @ WIN and WORKS kcense for aft their
systems Yo be expacted 1o exceed 200K units this CY making them number 2 after IBM. And it
includes a DOS 5.0 triggar” license which makas them pay for M5 DOS three months alter they
receive the OAK. Llafen danied that he ever agreed to this. {(From my DRI contacdt, | knew that
te had exdended his cument deal by SOK units- thus putiing him under pressura). With Mantred
not being prasant because of his tag surgsery, we ggreed to meet ggain the next day lo resolve
the lssua.

Intgresting enough, Amstrad and other German companies have been noticing Vobis® success .
and #s’ DRI bundiing. y
7 Afler falking to Manfred, it was obvious thal Liglen was reneging on ma caar.
JHound two: | took the apportunity to negotiata i German, sign our offer as s - this is an agreed
upan packags deal or if you changs any component, we will too. Sacond oplion: ecratch the
DOS clause, pay $35 for Windows instead of $15. You have untll 04/01/91 o consider. I na
contract is signed, sefre shipping Windows by 0501/81. They am shipping without a bicense (1) ~
gubdnit royalty reports for WIN and WORKS and pay up. (They have 3 vakd WORKS Gcense at
$25). The proposal showed Impact  Thay threatened with GeoWorks, Lotus, ete. We asked if
the DOS price was an issug - he answered no. We parted as friends - believe # or nol, Manlred
will foliow up with & letfer and a phone calt and | have a bet with Jelf that they will sign as is. Inr
my judgemant they will hurt if they do not ship WIN and paying $35 for it is out of the question.

g
Very amiable meeling reganding markating plans, They are depanting from ESSEX their parent
company. Told us thal IPC Spain is in financial irouble, | informed Ignacio.

Campag, Gmbh

Got to know two new GMs and confinrned the Eurcpean MIPS announcement. Great respanss
$0 far to their Ballpoint promo. Healihy business outlook based on lop management meetings
with large accounts at Hanover.

Atrue disaster meeling. They are one of 1ho kading natwork soltware sellers in Genmany with a
30% market share. Thay stiil are without a 2.0 Genman LAN Man QAK. One reason was the
delaying of tha 2.0 amandment by them and second the amendment being held up in legal
because of sloppy preparation by Gmbh. They did praise K H. Breitenbach and his support, but
GmbH mznagement - having closed an exclusive distribution agreement for LAN Man (would not
have happened at my time) - refused to autharkze thelr dealers for 6 months. Maanwhile, thay
are seffing Novell - how stupid and amogant can we get? | promised them help by sending an
OAK asap and foid the German guys to aliow them to ship product from their warehouse included
in their box in the interim. | hope they can work this oul. They asked Sor 2 distribation agreement
and 1 10k them to work with Gmbh. This might not be pessible locally unlil the exciusive deals

tuns out by year end. HIGHLY
, CONFIDENTIAL

Wa took them it for a nice funch in a truly nica place.

Again, nol encugh resources 1o serve and nuriure thern, et them believe we do not care.
They are sedousty thinking of shipping DR DOS 5.6 for their German 8086 PCs starting in
Octaber - because Vobis does it. They are designing a new low-end and high-end produdt fing
and are asking for our help. This time they will gel #. We exchanged some marke! info and they
were impressed by how well informed wa were. We succeeded in iferesting them in Pen-WIN
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based PC design and recommended doing this balore thay start a MM PC. They agreed -
Maicolm was actually really axcited about it.

! beliava the DRI Issue can be put to rest i they See a e etiort, Malcalm and mysalf
established a good rapport. t am going ko make them my European “pet” accourt.

CBM

Mat with thek new GM. This was the third time he has worked for CBM, t.ots of energy and
driva. Ha Is tuming things around. 35% of total CBM sales is in Germany. They are siill seiling
300K 64°s and more than 200K Amigas. Thelr CO-ROM video is catching on. X s based on an
Amiga 500 chip residing In a remete condrol - a great player as most customers balieve and very
easy 1o operate. Tandy, you might gel kiled! GmbH will foliow up with some educational sales
oppanuniies.

Siemens

Fekdman and Dewald asked a fol of quastions reganding OS/2, WIN pasitioning, why MIPS, and
bow real is LAN Man? | confirnad our MIPS plans and answared thekr Guestions, Again they
raisad tha issua of a carmplately confused maket and |BM going around trashing us. Wa invited
them to the planned May briefing. Their first R3000 based MIPS machina wilt e a WS lollowed
by a MP machine - incompatible for us. Thay wili do 2 R4000 machine asap. Interesting enough
thay foel pretty sura that MIPS wift ship "emor free® GPLIs in Q1 CY92 at tha earfiast. One year
too late - by then SPARC 3, 1 better PA chip, and the next RS 6000 wil be out. This means no
fras lunch for the MIPS consortium. We might have to Bght harder than expecled. They are
teveloping banking apps by using the PM interlace. | confumed that 0572 3.0 will conserve the
PM intarface but I think they understood clearly to move to WIN 32-bit asap to have their
invesiment secured in the (uture.

They wera disappainied about cur dying maiiserver cooparation but want lo do development
project with us. | said pick a small one and we can star, bulld trust and got #t done. | witt make
this sormebadies project. Al in all a very amiabla and constructive meeting.

HIGHLY -
EVROPEAN OEM REVIEWS ~matE1MENTIAL

Geperalissues .

European OEM sales are complaining about our LAN sales forge taking the business direct.
Some courtries seem to have a hit st {o replace DEM sales and not Novell salas, Schneider &
Koch in Gemany is miffed, s6 is Slamans, Looks fke tha sales forca is not atways folowing the
niles of engagement « no surprisa to mal Time 1o reinforca?

Sweden

No surprises. Viclor wants o extend coniract focally to secure support. Tandy wil have to make
a decisior. Nokia had a bad quarter and the outlock is flat. Nokia is another mitfed LAN Man
OEM whao has expressed shipping FG instead of OEM produdt. This could ba complicated if
European distribution agreemants are not welcoma and subs do not cooperate when small units
are being purchasad.

We naed a cheaper 400 8P1 QEM Mouse to stop Logitech gaining market share {and reduce
refail pricing].

UK

Seeing more Notebooks designadimparted with DAl AOM-DOS. DRI's main thrust Inthe UK i
4o sell Rex-DOS and CPM to imbedded system vendors. Business outlock Is sofid, only UPB
problem with Torus and Apricot - both are belng addressed. Biggest issues - resources: we
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nead dedicated administrative support kor SandyD's group and should add at least one additionat
AM for FG & DOS. We ang missing opportunitias. Idsally we hire a Pakistani or Indian person.

Erance

Rumax has it that giling Goupl is baing bought by Sismans/Nixdod and Fujitsu is interested in
SiameansMNixdor! who is hurling financiailly, Expect Goupil to ask for min comimdl religf. ChrisAis
laaving the group to work for PascalM. He's frustrated with running a shrinking business. More
about this later.

Spain
lgnacio asked for resources lo sarvice invastroalca who is getting PCs theough Chi Leng. | would
not recommend this. 30 OEM pecple are encugh for his royalty business. -

Heliand .

Tufip did not do & LAN Man deal because of our retail distribufion. They ara considering dropping
O5/2 as well. {Wart to buy FG instead). This woukd mean thay can buy LAN Man lor direct
salas only according 1o our kocal policy. But Tulip sells through resellers. Bemard, make sure we
do not cut a kocal deal which violates your policy.

Haly

Businass s within expectations. Olivett! needs mora attention as you can see from their racant
tetiar, Maur ks going to get a fulltime AM In July - finafyl He should quit dealing in MSU issuss
as wefl and { arm unsure why he spends so much time with BSA activitles. Their FG-DOS volume
s exiramely low and tima spent here might increasa sales. We should move Ladp indo the
‘Redmond OEM group. 95% of her time ks spent on Ofivetti support.

Gefmany
Worse than Japan i my only commant:
{n taking to CWaedel! and JoachenH, it is claar that thay want 1o replace Mandred, but this is not
enough. They just do not and cannet take on the number of custamars they need 1o serve. The
group’s admin sells FG-DOS aver the phone and does nat give sulficlent adriin support ta tha
sest of the groyp which delays contracts by 3-8 months {no kiddingl} and/or delivers sloppy wark.
With 20M$ business, they need one fulltime manager, four people plus a dedicated admin. They
have 1/2 manager lor OEM royalty business. 2 AMs and .25 of an Admin at the most. During
mid-year review and additional HG was rejected - why? The same resource shortage exists in
the FG-DOS sales tgam. They cannol serve 250 (going to 350) customers with 2-3 peopla, it
takes at least 5-6 to sarve and nurture them. This is a 20M$ business on #s own, why cani
anybody alse soa this? The resull is a demoralized sales force being swamped with customes
requast who are unable 1o respond timely and as a resulf only in Germany does DRI has a
strongholdt Bamard please take note and decisive action!

HIGHLY

QEMInEvrope CONFIDENTIAL

A. Commwnication with customers needs 1o be improved by direct mail and an {nstallation of a
FAX server service. Al the same lima, | see a need for a semd-annual OEM brefing. ‘We will
start 053191 - 12 months between the US meeting and a streiched sales force just does not
gel tha job done.

B. OEM is seen as being a non-attractive group. Stock options are not used propedy to attract
talent and keap . Some people complained that their increases and oplions were decided
by fecal managemen wha does not understand or appreciate what the OEM sates people
are doing. Greal inputl. | will insist for the next review not only to send you my evaksation but
close the loop to review whal local management proposes. Some peopls even thought that

S - . Nonhoazg
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rapodting diraclly to Jeff would be tha bast solution. [1end to agree, why not follow the

TISASY model?

C. Because of our resource shortage we dont stand a chance lo support customers in
specialkey project situations. | will dedicate some HQ marketing headoount immediately to
. work ot some kay project with European customer and tha product groups.

HIGHLY
CONFIDENTIAL
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