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RED LINED

(a) Definitions | CoPY

"Operating System Work" means any software
(finished or not) that is or is planned to be Tz s
n And _yses APIs of)

part of,_runs on T an o aheas
"Operating Systen Producg" or “"Operating i 9 Fou

Systen Add-on" and whosejpfunction St wean
(herexnatter ”Operating Systen Funct;on") is

Storage management such afﬁencry
management, logical file system
services, physical file systems,
loaders:;

1/0 management such as bus services,
device driver services, configuration,
printer management, device driver
interfaces, device dr:vars, spool¢

Process and thread management such as
schedulinq, d;spatchxng, execution
environment, interrupt management,
coprocessor and multiprocessor services
and floating point support;:

IPC services such as queue, memory,
senaphore, signal;

Presentation management services such as
window management, menu management, font
management, 2D graphics;

Security services such as access
conirol, privilege, auditing:;

RAS services such as exception handling,
recovery, trace, dump, logging:

System configuration functions;

Language intaerpreters intended for end
user control applications;

End user uytilities (e.g., move, copy,
editors, etc), installation a;ds, shells
visual interface;

On-line publications services;-er

Basic object management servicés;



R

(ii)

files).

Develcpment tools such as fresource

compilers+33_and linkersy—{edttora--and

debuggers33 are also included, as are all

documentation associated with these works

including architecture descriptions, design

documents, specifications, workbooks, test

cases, test case descriptions, customer

publications, on-line documentation, ,
tutorials, trensistiensr-and documentation ¥
development tools.

"Advanced Operating System Work" means any
software (finished or not) that is or is

planned to be part of S O
uses APIs oOf,

an Operating System Product_orr

. Operating System Add-on er-Advanced-Operating

'

(iii)

System-Add-on-and vwhose function s \e v wies ge\een Sy |
(hereinarter "Advanced Operating System ‘ ™
Function") j£_any of the following:

Networking software for transport,
remote procedure calls, redirection,
shell interface:

3D graphics:;

Multimedia functiops such as audio,

video, voice_(runtime code, but not
Qevelopment tools)+.

Poineing-andror-handwriting-funceionss
or

Advaneced-user-interface-tootkites~ <
oowTiowal TeneTwmens Te QE ROVOChH ’

Relative to paragraphs (i) and (ii) above, networking
software that provides server functicnality pther than

ig not included in Operating System Function

or Advanced Operating System Function, nor are
communications software, database software, language
compilers, editers. debuggers. and printer software_.
tneended-for-use-oniy-as-pare—ef-a-printers

"Operating System Products” means all

tinished products from Microsoft or IBHAQDQ -9
whose primary functions are ‘%s .

" included in the definition of "Operating

Systen Function" (see (i) above) or "Advanced

MS-PCA 2604450
Page 2 .

HIGHLY
CONFIDENTIAL



(“"ﬁ/
« oDV

v

(iv)

oL

o

Operating System Function" (see (ii) above)
and that include significant amounts of code
or implement a significant portion [60%?] of
the API’s from any-reiease—eof~MS-DOS/PC DOS
versions 4.0 and 5.0, Windows_vergions 3.0
and 3.1, 0S/2_versions 1.2 and 2.0, NT-0S/2,
(6r any other IBM or Microsoft finished
product which subsequently becomes an
"Operating System Product™ hereunder) All
documentation including customer
. publications, on=-line documentation, and
tutorials and-certain-transiations—{eo-be
sdentéfzedyare included in this definition.
Notwitihstanding anything to the contrary,
"Operating System Product® shall not include
MVS,_ VM, _Q5400, Q5. VSE, ang-———————eand
- or future releases thereof.

"Operating System Add-on”" means a. finished

product which is not an "Operating Systen

Product" but that werks—with-—{i e —yese—the wunson aid)
2APIg—ofs an "Operating System Product", whose ":;'t.*"k
primary function is included in the @
definition of "Operating System Function" es-
sadvaneced-Sperating-Systen-Functioni-—and
which-contains-operating~System-Horks

\f‘f /—;v«)-'——lhdvane ed—Operating—-System-Add-onli-means-a

S

o

e v g

(vi)

£inished-product-fron-IAM~ar-Mierasofe-which
is-net-an-i@perating-Systen-Preducti-—pue-that
works-with-an-2gperating-Systen—Productsr
vhese-primary-function-ts—ineinded-—tn-the
definivion-cf-SAdvanced-Opersting-Syaten
Funetionty-and-which-contains-ne-operating
Systen-Works

Unless it has previously become an "Operating

System Product®” or an "Operating System Add-

on®, a finished product will not be -

considered an "Operating System Product” or

an "Operating System Add-on" if the party .

offering the product offers{3 commerrially % 'nkrensa

viable subset product [j - T ovrek
e_re ) _generally at a

lesser price and the djifference in function

between the subset and superset:

(a)_in the case of an Operating Systen

D

dofinitions—of Operating System Function
and-ddvansed—Opereting—Srster ranTttens

and
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(vig) The term "finished product® as used
above means all software, documentation and
other materials which are packaged or
licensed i as part of a single
product. Separate packaging generally
connotes a separate "finished product”, but ™ Smed\A \e
may not vhere the packages are generally Adeted
provided together to end-users for longer -
than "promoticnal" periods of time. For
example, MS-~DOS and GW-BASIC would be
considered part of a single "finished
product”, but MS-DOS and Windows would not.

-
WReRT

(viig) At its discretion at any time during the
tern hereof, IBM shall have the right to
transfer discrete "functions” from the
category of Advanced Operating System
Function to the category of Operating Systen
Function, after whick time such functions
shall be considered to be Operating System
Function. No such transfer may be reversed
without the parties’ mutual consent.
Transfers of function to Operating System

Function shall not be effective until a 7
reasonable period after .

IBM notice to allow the parties .to determine
the effect of such transfer and to take
appropriate actipns(e.g. identify and make
available products which become “"Operating
System Add-ons" as a result of the transfer).

1.(b) Licenses

(i) Microsoft grants rights te IBM to all
Operating System Productss and _Operating
System Add-cns, finish ini d

i m_Workand-eperating-Systen
Werk developed by or for Micresoft, or
licensed from a third party, } @¢
Jiii}), which was in existence on the
Effective Date of this Agreement or developed
auring the term of the Agreement.

(ii) TBM grants rights to Microsoft to all
Operating System Productss_angd Operating
System Add-ons, ed ind
Operating Svstem Work and-Operating-Syseen
Workr~developed by or for IEM, or licensed
from a third party_(subject to (iii)), during
the term of this Agreement for which

MS-PCA 2604452
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Microsoft pays one-half of the development
costs. IBM will also grant rights to
Microsoft to such existing Operating System
Products, Operating System Add-ons and
Operating System Work 35 the parties shall

identify in the DLA_(sybject to MS pavment

use -3 =)

(1ii) All third party code or documentation

" dincluded or to be included in an Operating

Systenm Product by a party shall be providead

to the other party with full rights; s excepe
i that the Adobe ATM code shall be an

exception; isti

] o b

Svs t © .

As to third party code or documentation

. included or to be included in an Operating
System Add-on, the procuring party shall use
its bese efforts to procure full
¥ rights for both partiess (Brovidea that the
Fal oaedvs T \&\ "yt w\l  procuring party shall not use such code or
= Twale . i d @-_,:“ qlocgnentation in any Operating System Add-on
CeARL, \F B, e o S ;iq;:s‘:::"::.“ a minimum grant (a) egual -

:

\F "2 2aneeX pasvias. =

taut TN oo = other party, and (b) such
e _’\'f:‘zé ey \T‘«u rights include the right to sublicense third
_‘__\_.\V g um\";_:\: _‘t::\ parties (e.g. OEMs) to reproduce and

fTru Bed i\l S (? 'y distribute the code (in binary form) ana

i R Dhn IO Ly, DAY
oS -ant
E‘\b

‘ol

2. LICENSE DETAILS
\ O
gwov

E: "‘"*L ‘m‘ . .
MS_to IBM license /

G-'-\‘\f\'?.w\?{d.n. (a)
(i) [Except as otherwise provided, rights

T ;x';\dt&,'\T
—\ glovida T

sy . equivalent to ownership to all an
\._\-_-\.;_. WQ\%\\M\) ini Operating System Products,
wealts aue 282 Operating Systenm Add-ons i m
- r-:‘&\:‘)' . wg;x,7-3né-eperae:ng-systen-werk?

- As of effective date

- Source and Object Code .

- Documentationr--(-des':gn—speesr—ead-uaer

deeumeneationr—p:eg:an-te-pregram-and
pPreogrem-te~hardware-interface

Al
Wy,

i
’Jml\/y—-—

.
tey

%hca 7‘1‘_,:“,-

LR TR
e&t’w\m
% reda,
2 A 4

A

é "
&
Y

3

e I

~

TP

documentation as part of such Operating
Systen Add-om\_/___,/
B~
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deseriptionsr-supperting-materieaiss

eter

IEM has rights to creats Operating

Systen Products, Operating System Add-
ons, and Operating System Work, whether
or not derivative of MS code

be-subject-to-the-joint-nanagenent )
However, prior to "bell-~

process

“as et
(Y- ud Y X 201
. 7—shat o.:\‘un-b\.'ft

Tawiy s

ringing® ("BR") IEM may not change or alwsva oW
delete user interfaces or APIs_in
Qrerating Svstepm Products

or

©f an Operating

rating System Add-
! on) -sheii/pe-subject>to-prior-netice~-ts
\ MS~-

e \\\a&“ NG %
{ v~y
}thpﬂik
N

Qeoec2s

IBM shall have fuii~access to all

§ % Q { O3 licensed code (source and cbject),
i: X T ¢ EJ Q documentation, tools, test cases, and
=y &3 [\‘ § Y other materials of MS, as agreed in the
iq\ §‘L g joint management process. In the.
:' < } < * '§ . ive
~ - o
2 g < 3 \‘}‘ < Q :)z En-the-absence-of
R g B e o agreement-liS-sheii-{et-its-eption)
~ ~ Sy - < X N either-provide—its—code-buitds-and-other
o a3 e naterieis-on-e-menthiy-basis-er-en-an
~ S VD on-line-system-to-which~EBM-has-direet
1N § aceceas-at-ati-timess ’
) .
\3 - ';:(ii) Unrestricted rights to distribute object
§\ . code.
-
- (iii) Right to disclose or distribute source
= code under nondisclosure agreement only (like
~ the JDA) and equivalent to Ms’ rights to
’; disc.‘!.osu or distribute. —pefore BR, no right
NS ko _license third partjec to create derivative
w ) i t ontracto
A foxr ICNM.
r . . \hg\v&&-_
(iv) IBM has the right to wﬂ;sﬁ'mg&
e\ N vvee s SIaDglated versjons of Operating Svstem
ngg;ggmgn; {translation) costs.
(b) IBM.license to MS for fini ished
Operating System Products, Ope i Add~
v Operating System Work_._—-and-epezaeing
System-Add-ons
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— e la satmeralag | e RVREVL | Yo :\é-\u'&-k anha T&r.*ﬂ\\§tﬁ\'?&‘-l,\':.
! W, e T %% s ’51&*2“\’- R Y Sy \© vioe Y RN GRTFY, < Rat
\5&9 ol SR L TERVER N Wt el e o) N
o Y . e 250000 2 Wihaves NNl ORP (e,
Ay B owrrd e ?“—"‘ R -~ _%
< . WAREABAS e oo aewl, Sudn aoteL.
: Same as (a). '\ et o2 oh\als e unTa\
! WL vae® gsd SwaMl e Wl

o v
(c) Pre~BR,\IBM to label its product "for use on [IBM == k-, g
—-——"Hardware] - equi .180d_include a svstem — yue
(d) ZIrademark Licenses bom— wpgrdc

(1) New Products. The parties shall agree,
pursuant to the Management Process, as to the
hanes and trademarks for nev products to be
released by both parties. If the parties
cannot agree, each party may use its own
names and trademarks for the new product.
Once agreed, the parties shall use such
hames/tradenmarks for all future releases of
such product, except as provided in (vi).

(ii) i " Subject to (iii) and
(iv), the parties shall use the existing
product names for all current and future
releases of such products. Any name change
shall be jointly agreed, except as provided
in (vi).

(iid) IBM will license to MS the product
hames/trademarks "0S/2" and "Presentation
Manager®, and any other trademarks that IBM'
uses during the term of the DLA to designate
or identify Operating System Products or Add-
ons, for use by MS ‘to designate or identify
all current and future releases of such
products, provided the Ms Product meets
reascnable, agreé>to quality standards.

{iv) MS licenses to IEM the product name/trademark
"Windows" and any other trademarks/product
nNames that MS uses during the term of the DILA
to designate or identify Operating Systen
Products or Add-ons, for use by IBM to
designate or identify all current anda future
Teleases of such products, provided the IBM
product meets reasonable, agreed-to quality
standards.

(V) The above trademark licenses will survive the
DLA. Trademarks will be owned by the

proposing party. Conposite trademarks
Tequire approval of the owner(s).

MS-PCA 2604455
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‘*, (vi) 1If either party terminates the DIA (with or
) without cause), three (3) months after the_BR
or notice of termination ictd i
i either—-party-asy-change
tto-preduct-namesr—Hovever;—nNeither party
shall apply to a product a mame-trademark
licensed from er—used~-by~the other party to
designate or identify a different product. .

(ed) Coovright and Copvright Notices

(i) Each party shall maintain a copyright notice
in the licensed code in the name of the other o
party and any required third party notice; g

(ii) Each party shall maintain a copyright notice
or notices on product boot screens sufficient
to protect the cther party’s rights therein.

(iii) Each party grants to the other party the
right to enforce the granting party’s
copyrights in licensed code, and each agrees

to provide reasonable assistance to the other
in enforcement activities.

(fe) Patent Immunity
Patent immunity granted by each party for anv \=.
v k N
szmmmmw Pamrr, o~
operating System Products, Operating System Wy i

(-] Vi - a .
2 o - 2 ‘{l&.m ‘ns/
System Work.te-iicensee—for-cede-ticensed-by - 22vtlogan
granting—partyr ™ e
\a AR R
(g€) Pate C ight d it

$Y¥0_M limit for infringement.

3. FEES AND ROYALTIES opcw éi
——— .
(a)
(Eﬁ“““;““Q““ (1) Ian_vill pay MS an annual fee of § M. 1In
addition, IBM will pay MS a per system

Sav e \oven LNageT royalty of $ per system for each "Covered
T ow o REe Ty Systea” iii i i
7 yu ystem” (see (iii) below) shipped by IBM in
[E N P O S e excess of Covered Systens
CITTR aa. oF during each year period.

. (ii) This shall be the total amount due for
worldwide use of Operating System Products,

Operating System Add-ons and Operating Systenm
Work on Covered Systems.

MS-PCA 2604436
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. (iid) "Covered Systems® means IBM
miéerocemputer-systems based on the Intel X86
family of microprocessors ( including
compatibles), and IBM microcomputer systems
(or identifiable subsets thereof) based on
other processors whers IBM has elected oD _an - el

annual basis to ship licensed products with s QAT
such systems (or the identifiable subsecs .
thereof). » "

4 a d ted -— u'l-b.f_:-'wt
LBM. -

)

(b) Pavmentsreduees 9tES-

(i) IBM will pay Ms quarterly payments. . The
annual fees shall be paid in equal quarterly S
installments, and thae per system royalties
shall be paid as they accrue. Such payments
will be made within sixty (60) days after the
end of each calendar quarter. Amounts due
for less than a calendar quarter will be

prorated.
(ii) Payments as described above will be due until S w
termination.
(¢) Excess License Rovalties wez._

(i) IBM payments to MS

(a) IBM will pay MS 25% of the MS relevant
wholesale price for each Operating Systen R
Product or Operating System Add-on licensed -w, AT NP
for use to an end-user on a non-I1BM system, T, _ var
and t of the MS relevant wholesale Price ..,
for each such Product or Add-on licensed for e km .
lszsetto ?nhgzg-usei on an !:EBH n:n-c::vered — e\ 0%\
ysten [whi system is shipped by IBM after ..

the effective date?). P Y posonts

(b)  IBM will ow exc i s i -0k
SME_Io_excess_license rovalties T : ==
m—qmmmwmﬂu&
[ (3 whi W i b

-] i e .
o} 2 s - : = 'esoz TS
S . hd a
ve cos
MS-PCA 2604457
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3 (ii) MS payments to IEM

(a) MS will pay to IBM 25% of the MS

relevant wholesale price for each Operating
System Product or Operating System Add-on
licensed for use to an end-user on an IBM

Covered System, and ¥ of the MS relevant _ ?
wholesale price for each such Product or Add- .
on licensed for use to an end-user on an IBM
non=-Covered Systemn.

(b) Notwithstanding (a%) MS shall owe no

excess license royalties to .IEM on the —_as
distribution of ‘Operating System Products or -
Add-ons to end-users on IBM systems which

systems were shipped by IBM prior to the

effective date of the DLA.

(iii) Notwithstanding the above, after -

© ° termination the excess license royalties for
MS-DOS/PC DOS versions 4._ and lower shall be =\
Zero dollars for both parties, and for 0s/2
versions ).2x--- and lower sball.be $8.00 for

IBM and zexro dollars for us._m_e_;m
Ques excess license rovalties for pirated

e
copies.
(d) Internatiopal Shipments [to be completed] — o8Eiy
(e) 2audit

(i) An independent company ("auditor®) will be
used to statistically determine the number of
Products/Add~ons licensed by IBM after the
effective date for use on non-IBM systems and

e IBM non-Covered Systems ([shipped by IBM after
Neers the effective date?], and the number of
NP Products/Add~ons licensed by MS or its OEMs
W= after effective date for use on IBM Covered

and un—Covered Systems shipped by IBM after
the effective date. Based on this .
information the auditor will determine the
total amount of the IBM excess license
royalties to MS and the total amount of the
MS excess license royalties to IBM . The
amount of the excess license royalty must
first be determined and netted on a product-~
by-product basis and then can be summed to a
total excess royalty payment.

MS-PCA 2604458
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(ii) Unless the parties otherwise agree, this
audit will be performed on an annual basis
with theée costs to be split evenly by MS and
IBM.

w - s Qe
ve : . Verune b

Qone Ral X
4. DEVELOPMENT/MANAGEMENT PROCESS AND DEVELOPMENT COSTS TR

Jeoint Management Process

Microsoft will be primarily responsible for
development of Operating System Products,_and
Operating System Add-onsy—and—Sperating-Systenm
Werk under this Agreement subject to the join
management process described below. [However,/ ——a

Brior to BR any IBM work in these categori DRt Na B
also be revieved in this process before THM/ddes il vaxil,

-3 ah . e [ ANULFV

STyl e - v

Lty
budget and mapa {1 i a =3 Dt

The-parties~wili-deternmine—in-such~precess-which —ofEany ¥
subsyster-interfaces-to-document—such-as—+

me—eeeShedls

-—w—eeBevice-drivers
-———=Physiteni-£fiie-aystenms

Fonts

Ferie~-managenent
————=fsesentation-panagement
~-——-Presentation-management-drrvers——ergss
dispiey-and-printer

-=---0bject-nanagement
~—=--Memory-management

Overall management direction for Operating Systen
Products, Operating System Add-ons, and Operating
System Work will be provided by a management board
comprised of a senior MS person and a Lenior IBM
person. These senior MS and IBM people will have
an equal voice on all matters which should come
before the board. The Management Board is
responsible. for reviewing and approving a written
annual plan which includes: (i) product.plans,
content, and-schedules, t i

A sextent of documentation of s
subsystem interfaces, ard-product names, and . {
MS-PCA 2601459
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. (i1) project staffing levels and b“@?f?‘-ilﬁ;.he&h

and_support process. The annual plan represents
DAan. Brovidad Hhas HS maY Geviste fren the bien — D

e
Ieview., The Joint Management Board is also
responsible for solution of issues which may occur
between MS and IBM on projects or products under

this Agreement.

The Joint Management Board will execute its
responsibilities utilizing a small staff [<12]7
severai-jeint-baards-{ergrrr-designr—assuranees
end-product-pianning}~and .- the product managers
designated by MS for specific Operating System
Products, Operating System Add-ons, and Operating
System YWork projects e

1or each product or project under the management
process. .

The initial process that will guide the Joint
Management Roard is described more fully in
Appendix A. This process may be changed from
time-to-time by the Joint Management Board and
incorporated into the Agreement by reference
through 2 memorandum signed by both senior people
comprising the Joint Management Board. -

Disagreements between the members of the Joint
Management Board will be taken to an IBM/MS
Executive Board comprised of the IBM

Manager 6roup-Ewecutive-for Personal Systems and
the Chairman of MS. The only ground rules which
govern deliberations of the IBM/MS Executive Board
are that:

- Esctlations will be scheduled promptly; and

- Previously agreed-to plans and schedules will

not be unilaterally changed in a material way

before escalation to gnﬂ_xgxigg%?ﬂs-fﬁﬁ7us "'bf /K:.
Executive 3ocard.

A small team (i.e., <25) of IBM development people
will be located at MS and will be integrated into
MS’ operzting systems development group The IBM
people will work under the "functional direction®
of MS development management, but will take day-~
to-day personnel management direction (i.e.,’
including personnel matters such as salary,
appraisal, travel, home leave, etc.) from an IBM
manager who will also be located at Ms. The IBM

MS-PCA 2604460
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development people will work on technical projects
‘assigned by MS development managers in cooperation
wvith the on~site IBM manager with the objective to
create the Operating System Products, Operating
System Add-ons and Operating System Work which are
being produced under this Agreement.

For each project under this Agreement, MS will
target an agreed-to number of IBM hardware
configurations as determined by IBM (not to exceed

unless MS otherwise agrees) that span the
range of IBM Personal Systems offerings as
implementation targets for Operating Systen )
Products, Operating System Add-ons, and Operating
Systen Work.

(b) Costs .

IEM and MS will share egually Ms development costs
for Operating System Product, Operating System
Add-ons and Operating System Work up to the
budgeted amount agreed-to annually by the Joint
Management Board or, in the case of disagreenent
on the annual budget, the total amount IBM will
Pay MS for shared development costs will not
exceed the amount IEM paid in development costs
the prior year. e £

opme. co. ._These
development costs will include all imputed Ms
costs (up to fiie¥-of?i-the budgeted amount) in
creating the products(s) including, but not
limited to, costs of code, documentation,
}eeaiéecd-versiensr-trans}ationsr-tutorials,
product names, trademarks, testing, product
Tesearch, product specification and acquisition of
appropriate third party rights. MS costs will
include its personnel costs and direct third party
costs (i.e., license fees, trademark filings,
contractor fees, outside market research (if
shared with IBM), etc.). MsS personnel costs will
be computed by multiplying the develcpment
employee man-years involved in Operating System
Products, Operating System Add-ons and Operating
System Work by $120,000 (adjusted annually for
inflation and to be validated by independent
certified public accountants). IBM development
costs will be its personnel costs (similar basis
as for MS) for its team at Ms. _which shall be

Developnent employees shall mean all enployees of
a party who are actively and directly involved in
the design, development, build, test, translation
and/or maintenance of particular licensed code and

MS-PCA 2604461
Page i3

HIGHLY
CONFIDENTIAL



documentatica; but excluding all managers above

second-line Danagers, all IBM DRIQQIAR RADAGErS

all administrative or staff personnel
(clerical, secretarial, facilities, personnel,
procurement, contracting, legal, financial, -
business planning, public relations, etc.) and
product manufacturing, distribution and marketing
employees, as well as employees engaged in the
adaptation of the licensed code to operate on
particular <EBM-er-non-IBM} systems_or non-
targeted IBM svstems. Employees who spend part of
their time working on projects other than the
above shall be deemed development employees only
for the portion of their time actually spent
vorking on the above projects.

IBM and MS will share equally other pest-effecstive
date~IBM development costs for Operating Systenm

Products, Operating System Add—-ons and Operatin e
System Work wnich MS elects to license(Under the A&

DLA. IBM development costs will include onlv
post-effective date costs apd will be calculated

similarly to those calculated as MS development
costs. MS5-sheii-heve-the-right-ef-firse-refusai-te
gdo—-such~work-before—-IBM~-commences—-the-sanes

IBM and MS will pay each other gquarterly its share
of the other'’s development costs, as appropriate.

If either MS or IBM terminates the Agreement
vithout cause, develcpment cost budgets will be
frozen for the time from BR to termination at not
more than the levels existing in the year
preceding BR.

If at any time IBM reasonably concludes that MS is
acting unilaterally (i.e., having not reached
mutual decisions at the Jeint Management Board, MS
implements decisions without escalation to and
resolution by the Executive Board; or after having
escalated to the Executive Board, MS changes
plan/schedules in a significant way without mutual
consent by IBM), IBM may reduce its quarterly
payments of development costs to MS by up to 20%
until MS has corrected its unilateral actions_gr

i e eem Ut no more

than four consecutive guarters for a particular
unilateral action. Inability to meet schedyle

: Y DY MS will :

: i whi 0% e

Either party retains the right to "ring the bell"
if it chooses.

MS-PCA 2604462
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(a)

(b)

(c)

MS (and IBM, if applicable) will provide a
guarterly breakdown of development costs by
project and subsystem, etc. Development costs will
be subject to audit by independent auditors.

AND TERMINATION . ‘

2 — ol BR auf‘.§'7l4my_
Term: AFive—{5y years with,\aueu-aeéc_:enml_:or
tweTZ) yEar TermsT

Termination "without cause® (i.e., BR) by either
party:

(i) BR leads to termination two years later; but
BR is not exercisable before one year after
effective date.

(ii) Pusinesz as usual during two years after BR
. {except that panagement process will/may

(iii) All payments and royalties end at
termination, except that the parties’ excess
license royalties continue after termination,
as follows:

- IBM: shall pay excess license royalties
for 4 years, if and to the extent
that its excess license royalties
exceed MS’ excess license royalties
(if any) each quarter.

- MS: for 3 years MS’ excess license
royalties are netted against and
reduce IBM’s excess license
royaltiess; (o
basis), but MS pays zero it its
excess license royalties exceed
IBM’s for any quarter.

Termination for "cause” (i.e., for "material
breach"”).

(i) Same as teruinatlon without cause (except
that "BR" does not occur unt;l the 60 day
cure period has passed

2EE!IE.E_Q.!ElIé.ShSIE!IS_I)n except as

follows.

(ii) injured party’s obligation to deliver code
and to make payments for development costs,
annual fees or per system royalties ceases
immediately.

MS-PCA 2604463
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(iil)

( iv)

vy

injured party at its option may continue
to receive code for two years Without

obligation)to pay annual fess or per system
royaltze;:zr share developrment cost, but the t§\mlﬁ¥ud
injured party is required to continue to pay "?“H-‘EL

excess license royalties. ﬂ;

. et \T
breaching party’s obligation to deliver code “eulaig
and to pay annual fees and applicable ——

royalties (including "excess license
royalties"”) continues just like termination

without cause.

breaching party’s obligation to share
development costs continues for two years
(i.e., until "termination”).

without & a
aan '.5-9-‘

"Material breach"” means: S
‘vaezchia

(1) intentional failure of a party to do any
of the following, when the obligation to
do so is not reasonably in doubt or
dispute:

- pay any material amount due to the
other party: or

- withhold delivery of any material
amount of code or other
deliverables that the other party
is entitled to receive; or

{(2) reckless or intentional conduct:
resulting in unauthorized disclosure of
the other party’s material source code
to third parties.

No other breach is considered a material breach or
cause to terminate under this section.

Qe Peaiod —
QMU\’_\Q"\ ?\0. bm&\ w\m'e&\ (PO \\e. w20 -

(viii) In the case of any breach:

(1) All rights and license to delivered code
and associated trademarks continue; and

MS-PCA 2604464
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R/ (2) The breaching party censents to any suit
- : by the injured party for specific
performance of any unfulfilled
obligation on the part of the breaching
party to deliver possessions of any
code.

(vetix) Termination with cause requires 60 days’
notice and failure to cure by the

breaching party.
6. NO SOLICITATION

Neither party shall Xnowingly hire or efnter into a- No
% development on consulting agreement with any —_—
. "Affected Employee” (see below) of the other party for

a period of two (2) years after the Affected Employee :
has: left the employ of the other party, unless. the v
- other party gives. its consent. “"Affected Employees" o
sball be those developers (including the IBM employees
located on—-site- at Microsoft) whe work on Operating
S System Products, Operating System Add~-ons, or Operating
System Work.duriig the term of the DLA, atd those in
the levels of direct management above them.

7. MS REMEDY. FOR. IBM- "ABANDONMENT™ fto- be completed]
: ’ » : : ur- co ive

) arti " =1 ' -

S———— Tt thea\d B Ll mh
T \BW %MQ\QY e Q.E.t\n,s\i&. =
M ed Ao w(,:& A
ae .
My WS aanglay e odr R 2 e
E“L \W'N’\QL o)X o% Q_\M\e\aycﬁt-
B Ted Ny ML wine Wi, st

Bt e 8 5 [scal U fugmaa,

\a\edar exg) M\d?q\»\\‘ AY X N

: MS-PCA 2604465
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- - a) Shipments in the year of this Agreement will
ﬁtb Q“CQXAAL be subject to an $8 Per system royalty, :
J’-”C' 4 é VPR F- 3. -
) &—/S-is Choeg ey .- ' o
— L A i ) . 2 “ Ry . =
Row-2ee U8 - 3868 Y, 1@ T8k, e sy Nty Te
. T K
IsM CONFIDENTIAL 4/30/%¢ ’
d:summary - 7. - ﬁ;ﬁnr
T — MS-PCA 2604466
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%) IBM Per System Royalties... G\ ((\\:\?‘l*

"Covered systems:" All IBM PC's based on Intel's X86
PTOCEESCIS except:

1. IBM PC's categorically excluded frem the
per system method.., (ImM Exclusions)

a) all éysten& based on Intel £0&x
Processors;

b)  IBM's PC'designed for the home,
code named "ASCOT*®

¢l U.S. Gov't, systems delivered via
" special bid..designated on a
bid-by~bid basis at IEBM's selection

d) Industrial Remarketer (IR) systems
specifically excluded by IBM on an
iR~by-IR basis

IBYM exclusions will not total mors than 30§ of the
total IBM PC's . shipped annually ...

IBM may select exclugion categories once a yea
IBM PC's shipped to Ibd authorized dealers or
customers prior to the effective date of this
agreement will be licensed ang considered coveres
under this Agreement withqut additional charges.

b. Royalty Charges -+ -per system ..

Fducation systems...all systems soid by IBM Academic
Information Systems (ACIS) and I1BM Educaticnal Systems
(IES) will incur a royalty of $3 per- system subject to
the exclusions described as IBM exclusions.

Systems donated by IBM to educational institutions will
be exempt f-om any per system royalty... »rducation
Systems will not bpe subject to a Ioyalty greater than
that applied to "“all other IBM PC's, "™

"All other IEM bCign will be subject to the following
royalty charges:

CONFIDENTIAL




The 2bove charges are for U0.S. shipments. Shipments
outside cf the U.S. are subject to their corresponding
U.S. chzrge multiplied by the average of 1. and z.
described below:

l. The ratio of the wholesale M/S windows price in a
subject country to the wholesale M/S windows price
ic the U.S. .
2. The ratio of the wholesale M/S 0S/2 Standard
. e Bdition.price in a subject country if suck a . -
Product exists or its retail upgrazde equivalent.
If naithev product exists then non-J.S. per
system royalties will be determined sclely by 1.
above. .

c. Payment

1. Per system royalties will be paid within $0 days

: 2fter the und of each calendar quarter...system
shipments will be defined as dealer shipments
through IBM's Kational Distribution Division (NDD)
and shipment to customers through IBM's direct
sales force...systems returned to IBM in any
qearter will receive a per system royalty credit
against royalties due in that quarter.

d. Effective Date and Term

1. Per system royalties will be due on all covered
systems as described above shipped after the date
this Agrecement has been executed.

2. Per system royalties will be due until two years
after final receipt of any M/S scurce code
delivered under this Agreement, two years after
the termination of the agreement or until per
system royalties expire whichever occurs first.

&. Per Copy Royalties
1. IBM payments to M/S

1) IBM will pay M/S 25% of the M/S relevant
client operating system wholesale price for
each client cperating system or client
operatiang system add-on product that is sold
t0 an end-user on a non-IBM system.

IBM CONFIDENTIAL 4/30/90 e
a:summary - 8. ° ™. 125




ii) IBM wily Pay M/S 15t of phe above describeq
Prices for similar Stles on ImM excluded
Systems described under Royalty Section a.

iii) Per COPY royalties will continue for two
years after the termination of this Agreement
Oor three and one-half years atter
availability of a release whichever jg later.

2. M/S Payments to IBM

i) M/s will Pay to IBM 25% of the relevant M/S
Client operating system wholesale Price for
. - .. e3ch client operating svstem or cliene

£, Auvdis+

SAME AS M/S TERM SHEET WITg MINOR CHANGES,
(Attached) . '

4. ‘bmmg/% PROCESS aAND nmrm CoSTS
A) Joiat Management Process

Microsoft will be Primarily Tesponsible for development
of _OPerating System Products, Add~on's, apg Work under

OPen, publigheq subsystem interfaces shall be Provided
Such as to alicw replacement and/cr distributicn of
' subsystems and fesource managers such as:

Shells

Device drivers
Physical file systems
Fonts

=- = Object BRnagement
- Memory Ranagement

: MS-PCA 2604468
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"APR 24 ‘9D B9:26 FROM

PRODUCTS COVERED:

WORK TO BE DONE BY: .

JOINT MANAGEMENT:

082 e .

IBM=-LEGAL PS LOB PRGE. 8B3

OVERALL SENIOR MANAGEMENT DIRECTION FOR TRODUCTS

“Nm%

=
AGEEKENENT BETWEER NICROSTFT AND IBN
AGEERNENT RETHEYR IITROSIPT NN TEN

oS
M‘V'a&
m'mmmé'rm INCLODING
mmmmmmm‘ws WINDOWS,

os/:unoa/a-n. OR DEVELOFED. BY CR FOR
MICROSOFT Warcs I FLECTS O BE IMCTUDED UroE®
TEIS AGRETNENT. . M["‘jﬂ(

MICROSOFT WILL TAKE YHE LEAD IN DEVELOPMENT OF ALL
FRCDOCTS UNIER THIS AGRERMENT. A SNALL TERM (<30)

'wmmm»mmmnzmmm

nnm n.mmnmmmucxosan
mmmm THE IRDIVIDUAL
I-mmmmcrmmomcrmm

" NICROBOFT DIEVZLOPMERT MARAGERS, BUT POR ALL OTHER

MATTERS WILL .REPCORT TO AN IBM MANAGER RLSO .
STATIONED IN REDMORD. :

EANH vl

DEVELOPED UNDER THE AGREFMENT WILL BEZ PROVIDED
JOINTLY, AND WITH PQUAL YOUCE, BY THE MICROSOPT
YICE PRESIDENT OF .‘J',?,‘-'la;-l AND THE IBM PS
VICE PRESIDENT OP . . THEY WILL

-] cmmmm ' Page .
MS-PCA 2604469
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"APR 24 *98 3:27 FROM IBM-LEGAL PS5 LOB PRGE . 804

a4
PICS . BRs
JOINT  MAMAGENENT: ESTABLISE A PROCESS FOR MANAGDNG THE DAY-TO-DAY

{ CONTINUED) WORK. mmmMmm.

TOE-7O-TIME DEEMPD NECESSARY. ALL TECENICAL
PLAXS, BUDGETS, RESOURCES, AMD SCHEDOLES FOR THE
PRCOGCTS UNDER THE AGRERMENT WILL M2 XEVIDWZD MD
AGERGT 15 REQUIIED POR JODE PRODUCT PLAXE TO AF
: mmmmm THK ISSUE(S) WIII B2
mmﬂlaﬂmmmw
TEX CHATRMAN OF MICOSOPT AND TP GENFRAL MANAGER

i
L s

. OF THE INM.PS LINE OF BUSINESS. THE ONLY GROUND
RULES 'WEICE .GOVERN DELIBFRATIONS AT THIS LEVEL AXZ:

DSVELOPMENT COSTS: OVERALL DEVELOPMENT COS?S FOR THE PRODUCTS UNDER
THE ASREEMENT WILL HE SRARED EQUALLY BETWEEN
. MICROSOFT AND IBK, UP TO OF BY’
) ) g o WICH WILL NOT EXCEED $25M.UMLESS Tm
i o P mmvmwmmmn«mw
- M THAT ‘AMOUNT. ALL ‘PRODUCT EFFORTS UNDER THIS .7
' AGREZMENT WILL GTILIZZ. QPIVIDUAL PROJECT °
mwmmmmmmm \

P I

. oN cowmmwms L - Page 2
- cAramans - . MS-PCA 2604470
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( CONTIRIED) ITENS AT A aINTMIN:

©:0421er0).,

1.

"APR 24 *20 5:27 FROM IDM LEGAL #5 LOD ~= ‘em=ieen ee .- PRGC, BOS

THE PROJECT AGREEMERTS SHALL INCLUDE THE FOLLOWING

FUNCTIONAL DESCRIFTION OF TACHE PLANNED
JOINT RELFASE OF EIACH PRODUCT TAMILY (MAY
JUS?T REFEEENCT PRODUCT SPECIFICATIONS).

SCHIDULY POR EACH JUINT RELEASE.

DESCRIPIION OF ANY FEASTBILITY AND

PROTOTIPING STUDIES FUR POTENTIAL FUTT'Z

_anxlr RELFASES.

BRIEF DESCRYPTION OF ANY OPERATING SYSTEN
mm.dpmmorusmnum

THE DEVELOPMERT EXPENSE FOUR) .

' mmmm(mmmrmor

SEDARATE DESCRIPTION OF ANY IEN
DEVELOPMERT QR DESICN COWTRIBUTTON

OUT~Qr-FOCKET 2!!!NDIT§3!S

* CMMITTID POR ANY PLANRED RELPASE. - .

.IACH HIE!Y T0 BACH PRODUCT !ﬂHIBY BY
CALENDAR QUARTER .

" BUDGETS FOR PROJECT RESOURCES AND |

INDIRZCT

COSTS SUCH %Mon
MANAGEMENT TIHE, . WILL NOT BE

CONSIDERED SHARED EXPENSES.

Dage 3

it

C e e .
[ 2R

" MS-PCA 2604471
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"gpg £a *90 9:29

FROM IDM-LEGAL PS5 LOD PAGE . BBE

c’/:L,J nmmmm‘(s)msmpmour

&"f' " | MUTUAL AGREEMENT BY IRX.
%

a:microl .doc

:m@- : ;;U»Mw\ B 7 -
‘s mmummnm
ol TR TOTAL SHRRED COSTS FOR PROJECTS BEFORE

¢ ANY PAMRDNTS ARE NADE 10 MICROSOPT. .
T2 RECEIVES RIGITS, BQUIVALENT TU OWNCeRSHTT,. m"/
3 nclman "CLIZNT OPERATING' SYSTEM" SOPTWARE
mncm:acnm: OBJEC? CODE. RESOURCE CODE,
Woummmmmm .
nmmmmmsum :
nmromummnmnm

socx nmu m! (&.I.. cmromusr).

AL

TO 2 THIXD PARTY.’

TEM CORFIDENTIAL : Page 4

' MS-PCA 2604472
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aPR 24 'S0

Y

8:28 FROM IBPM-LEGAL PS LOD PAGE . 887

T

WICROSOYT RIGHTS 70 IBM MICROSOPT XECEIVES AN OPTTON FPOR RIGNTS, POUTVALENT

* IMFROVEMENTS -70" 3 P -T0"
COUE DELIVEIXID WY , COOE (TICLUDING ITPMS SOCR AS DEVICE DRIVERS, ¥
——
. M -
*ITROSOTFT:

c:04212201.

Sunl

~

LoV msTom sorvoxs 70 THIB .AGREEMENT,
Wiw m—:@@w
2 . .

U_r":“y’ DOCREENTATION WHICE IRK HAS THE RIGHT TO L-CENSE TO
' MICROSOFY. THIS OPTION MY BE PXECUTED AT ANY TIME
) DURING O MGZEMENT. UPON MRTTTEN groorex By

WICEOOCET AND PAYMENT QF QNE-HALF OF TRX'S

—CEVELOPYENT COSTS (i.e., ON SAME ZASTS OR WEICH IBM -
PAYS )CCOSOPT FOR ONG-EALF OF ITS DEVELOPMENT

CaSTS). " M:_)/gilm_? ) :
.y 70@“@731:&5(1..,23&2@
J>mmmmnmurm).mnt
7). CEBX APPROPRTATE A PAYMENT OF ROYALTY BY IIROSGET
vf‘" ‘/&,] QR USE OF Tif DUROVEMENT. IV S0CH CASE, Imm Wil .

mnmmrmawzsmunsucammn

¥ j"
Ve ) mamnmxzssmvcmmzrmmrsm ""

- CASE WILL ExCPED 12.5\ OF THE
ggum Nswpl)
VK lade SRP O
) ‘-r-;,o’.;.-(\ c—c\’%/z‘ -{ J::/
i -; ‘_J'\ ‘,‘\F‘i’b\f 1220%4
“:.. < (p,\\ '7" /\-(

| o comrmeeTIL _ Page 5
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"APR 24 'SP 9:29 FROM IBM-LEGAL PS LOB : PacE . 008

o , 95'X
Toprcs ) o Iz Lim#"7
ROYALTI®S: 5‘,\,\(\') m:mnrummrzmmurnum

mmuasmmmm

¢ 286, 386 OR ¢B6

/"r.” s b ).cnnn. ORS WILL APFLY e.g{, ¥8/1 —> =
d}/'?o;}, MMmmg

-,a'/‘" =E w ND UP 10 100,900 190K
.( KACEDCS ANNIDLLY (0.S.A.) THAT ARP SOTD UNDER ne =

SPECTAL BID TO GOVERNMENT CUSTOMPRS OR 7O INDUSTRY &I
EEMARKETYRS FOR WEICH WINDOWS AND 03/2 ARE NOT '
2 Rgumm. IM, IN ITS SOLE DISCRETIGN, CAM
. DESIGUOME TNE SYSTEMS TO WEICH I? NILL APPLY THE
‘;Klv‘f'l\ W—mm'mnj[mnmmmm
o4 Y Capy* ROYS

mmm'mnmnsemam

e ¢ FIUST YEAR CF THR AGREDMENT. THIS' ROYALTY REDUCES
G wﬁmmnmmm,mm
mmummmmmn!mm

R A

/ THEREAFTER. FOR ANY PARTICIGAR RELEASE o & ‘)LJ
) " PRODUCT MOER THE AGREEMENT, ALL ROYALTTES .(w
&( 0
czasz AFTER 3-1/2 YEARS.
. : - \/’
LY -w\" "
Lell s o)
L . ! 4&"‘:]‘“9
R .. j .-\._&,\ s.[\.\ »
o /“U'V < : W)
. mcommm B Page 6 -
a8V mmr . ‘ Ms. 2 74
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..RPR 24 *90 9:30 FRON 1BM-LEGRL PS LOB PAGE . BRAS

e

X :
ToPICS TENNS
) LC’Y ’(MIL 7
' TXCERS LICENSE FROVISTION: IEM WILL PAY NICROSOPT/ A EQUAL TO 12.5%
T — tan 25% or weorEsAE) byWsee Jor T srcomes o
) 0(/"',, \_ ProoucTs wEIE moven | O o mwowsx sysTEs .
o~ 4., 9  FOR VEICH T ERS PAID KICROSOFT A PER SYSTEM
y b’) * sowrry u.o..'uzzssmmu'@m &
S m—mmgm.<  tfew ot
A 'f"rmuﬁ\.g;,
mmmmamm ‘Z;a'(&"‘?. :
J«L b}/v}L . /\f~ ‘,1,.«:‘\“2
CLN" M &~ L bl ¢
o miEse Bxcrss LICENE TROVISIONS WILL.CERSE FOR

p/‘ S l+/ Amjl_n.u Pftm: :l_?:n 3-1/2 YERRS.

IBN 2D MICRCSAFT WILL DEFINE AND ESTARLISH A
mrm'mmm
mmmmmmmmsu:a"m
R "SHORTFALL® SQFTWARE SALES. ETTEER PARTY CAN
mmmmmmm
m*mm,msm

‘mm
[

et a5 B

B h)“—'

(L
7:4“ P f"’“ﬁ'
mmm . Page 7
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" APR 24 ‘SO 8:39 FROM 1BM=-LEGAL PS5 LOB PRGE.BI@

- “
zorTCS
] T ’
TEXN AND TERNINATION: THE TEEK OF THZ AGREZNENT WILL BI TEREE
- YEARS AND WILL BE AUTCMATICAZIY RENEWED FOR A TRO
-3\16 ; YEAR PERICO (ZESS EITHER PARTY PROVIDES SIX MONTHS
A VXITTER NOTICE OF ITS INTENTION ROT TO REMEW.

i : ?:l r’

L TEER PARTY KAY TERMINATZ THE AGREERMENT BY S
vy PROVIIDNG SIX MOKTRS WITIRN NOTIGE QP XS | )
W T 70 TEIRMIFATE.', SUCE ROTICE  CANNOT-EE .
Y ;%mmmmmu
EFFECTS OF TERMOGTION: IF NOTICE-CF TEWMDATION WITHOUT CAUSE IS PROVINED
- .BY ONK PANTY, THE FOLLOWING .CONDITIONS PREVATL:
TEE RIGHTS AND OBLIGATIONS OF THE PARTIES
‘J_:é“- WILL KDY IN EFFECT YOR A TWO YEAR
:3"’":1%""” PIRIOD FOLLOWING- THE DATE OF TERMINATION .
_gc&"-_}‘-fﬁ ) EXCZET THAY:' (1) IF NICROSOFT

-

TERMTWATION, AND IBN SHALL NOT BE
OBLIGATED 70 awy ' i
 "IMPROVEMENTS-TO" AND (2). IF IBM \

. TeRuDogEs, m'sf:;muzons TO- PAY e
*  ROYALTIES- SHALL CONTINUE FOR TWO YEARS
ATTER THE DATZ OF THE LAST RELEASE -

ATZS. IBX's OBELIGATIONS TO PAY Pa~ fyffen -



APR T4 "9 9331 FROM I1PM=-LEGAL P$ LOB PRAE. O]

q

IOFICS I
EFTECTS OF TERMINATIOR: - mm—mmmmn
{ CONTINUED) ly\ﬂ""] COMPLETID EVEM IF THEY EXYEND REYUND THE

0D oF TRE WO YERR PERICD.

s |
o N

THR CCOMPLETION OF THE TWO YEAR PERICD OR
TNE COMPLETION OF AGREED-TO FRAJZCT
_ AGREEYEXTS, WHICHEVER IS LAYER, ALL
LICENSES GRANTED UNDER- TXIS AGREEMENT

ANY ROYALTIES OWED BY THT EREACNING PARTY CONTINUE

7EE TERMS OF THIS AGREEMENT (i.e., 3.5 YEARS).
ANY_BOTALTIVS OWFD BY THE NON-EREACHKING PARTY

oFast.. mn-nmrm'summrmﬂ“
RYLEASES, SUCCESSOR PRODUCTS, “IMPROVEMENTS-TO"
m/mmrmwmmmmmns____

RIGETS OF THE BREACHTNG FARTY TO FUTURE RELEASES,"

SUCCESSOR PRODUCTS, "IEPROVERENTS-TO® AND/OR . L
mvmwmmmmrm mooarE. (W o/
' : : g &

v

8 coEmBTIL N pagas  \
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‘.'an 24 *30 8:31  FROM IBM-LEGAL PS LOD PAGE.BI2
i;.'
2orIcs TERMS
TERMQMATION WITH CADSE: - THE SREACHTIG PARTY'S OHLIGAZION TO DELIVER ”
(caNTDUID) ' PRODOCTS UIOER AGKEID-10 PROJECT AGREXNEWTS -
+ CONTINUE AT THE OPTION OF TEE INJURED BARTY FoR
de 0 /] 15 a0 PEASE I's AD FEASE 1T,
N 9 : .
\ - -~ )
CJ’\.«"" © - = memepoms mrme ostrarion w -
: \\"'}\, ) DELIVER RELEASES, SUCCZSSOR PRODUCTS, _
.:.U i "IXPROVENENTS - 70% AND/GR DERIVATIVE WoBRKE
-  LIQUIDATED DAMAGES ARE
CERTAIS ERRACHPS.
-]
» {:
IBN CONFIDENTIAL ' Page 10
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‘' "APR 24 '9@ 8:32 FROM IBM=-LEGRL PS LOB PRGE.B13

N

"FAVORSD HATIONS® STATUS:

k

ALL ANOUNGRMENTS, NOTTCES, PRESS STATEMENTS OK
PRODUCTS TMDYR 7HE AGRIXMENT KILL BE MADE WITH
NUTUAL AGRERMENT. LIXEWISE, ALL AMNOUNCEMENTS, i
PUBLICTTY OR PRESS STATYMEETS AFSUT THIS AGRIEMEXT
WILL XI MADE WITH NOTUAL AGREDMNT.

mewﬁnmmm' on

PBIE!! 0 ANOIEER FImi, MICROSOPT WILL OFFER SUCH ‘
IERNS l!D PRICES !D BN ’

Cc:0423cz01.
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