TO: Russ Wemer : - cc: st
FROM: Rich Avet $
SUBJECT: Windows Marketing Status, January 1990

DATE: March 3, 1990
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W’-dowssﬂmmnocemtmdd)eapmdednpd:telnpwcm The expanded beta test of the
retall windows product was conducted in Jamsary. *Stroet knowledge™ of Windows 3.0 continwed to
huﬂdiuaﬁngmelwdofﬁumhnmgsmmdummmmmmh
the industry®. Windows was covered at the USSMD Regional Kickoff Meetings. Worldwide Windows
revenues were 106% of fiscal year 1o date plan with USSMD accounting for the positive variance.
USSMDWindowsbusimssfeﬂshmtufaplanwhichmmedﬂmW'm 1.0 would be shipping. In light
oflheknawbdgeleveloin3andﬂwasociawdmﬁdpmhm.unbumisholdingupquiteweu.
AMi&ondecomt(bmhﬁmﬁmudmﬂwasaddedhhmmmmﬁupfamcimmsing
‘Win 3 launch workload.

USSMD Revenue Continuing quﬂuwsMnbsmnusnﬁdmlmmthSSW

) Windows to make plan in Januzey. USSMDszenmmuledsz.lmminnvs.phnofmmilﬁom The
mmiqofﬁnmhogmdamdblmmmdwemmkhxmhamm&nmaﬂsmk
exceptfor 386 which remains to be tight. Year to date, USSMD Windows now sits at 111% of plan or
$1.3 miltion ahead. In general, most products saw a decrease in sell theough from December (o January.
Windows /256 dropped 31% from 9,368 units 10 6,491 units i January. Windows /386 sell though
decreased from 10,247 1o 9 A76. l\btcuminmmsofseuumgh.W‘mdomm_ﬁnowusW'mdws
J286. At January sales ievels, we have 1.9 months of Win /286and 1.1 manths of Win /386 in the
channel.

USSMD Profitability JamyUSMW‘mdowsmuoﬁtmﬁnwaﬂS%vs.planofﬁl.ﬁ%.
Acunlooslofrevenucswerezs%ohuvs.amﬁplandueto:he‘.wsheawsalesmixandmeabseme
of IBM ACIS business this month, Opmﬁnsmmmﬂidplmdnemmmmdingin
marketing and development. Bundened operating income for January USSMD Windows was 25.5% and
achieved 89% ofﬁscalyearphnducwthemiamsinmuﬂopmﬂ:gexpem See attached
Tables. )

Marketing .
RBeta Test The expanded bela fest program was conducted throughout January, Field Sales was
dismﬁsﬁedwithlheNDAmquirunm;mmgmhenhings. Retter administration and coordination of

however we should have been more sensitive to the ISV issues. As it was, some IS Vs caught wind of the
wstandgotmecuofwmzachmwhocanedusonit. To resclve the 1ssue, we offered the Win 3
expaxﬂedbaaﬁstm[Sszhhapplicahnsmped&vewEodoerWord. As would be expected,

laintiff's Exhibit 3 o )élgfé?&??“-
XM ATE
5093 mm—‘z———'ﬁ

SUSAN ZIEL

Comes V. Microsoft




SammwokmupmumoﬁﬂndmwdaMMHBmebmHMaWSumpﬁbb .
"version of Ami' Professional. In the futuse we should: 1) recrult beta testers with the undecstanding that
their names will be offered o other ISVs, 2) make the Est or poriions of the Est availsble to & select,
batanced set of 1SVs hdvm.md3)ﬁmmmmupkaﬁmmc‘wa'panotﬂwpmm
and cover the "sales” aspects via other preview-type programs. .

ISV
EﬁmbmnhlmmmcdhamdmwmmmmmanphMmtl}emplsVs
 in our pre-release program, mmmmmmmemppmn&d
assistance with this ime consuming activity.

QEM Status

Signed:

Acer: per sysiem on 286 and 336 US systems.

Atari; per system on 286 and 386 systems.

Commodore: per system on 286 and 386 systems.
Gﬁd:pasysmmm%hp&opplmmeaddlﬁmalsysm.

NEC: per system on US 386 systems. .
NmﬂmwﬁgwdpammdalmmsysmswbkhabommMSMWm3mdmmsewih
eveuadd—unkeybwdsoldasweﬂ.

Tandem: per system on 33MHz 356.

Tandy; signed for three month packaged peoduct promotional deal on one 386 system.
Zenith: per system on all systems; will pre-install on all 286 and 386 desktop machines.

e

Unsigned:

AT&T: in negotiations for per copy deal.

AST: In negatiations for packaged product promotional bundle.

Compaq: nnlikely that they will doa Win 3 deal.
Cmnmdd:nmdgnedyd.mddpﬂeguﬂngpemmdulmmmﬁsym

Dell: in negotiations for deal on bigh end 336 system.

Everex: unfikely that they will sign prior to Win 3 announce.

HP: in negodaﬁcmsforpusym%ﬁd&:lsodkmsinaasixmthpmhgqi product bundle.
Novell: inncguﬁaﬁonswlmudleW'm3wi1hwwortmmgeﬁmtme.

Tandon: Win 2.1 licensee, in negotiations.

Toshiba: in negotiations for per system deal on 386 systems.
Ummwﬂwmmmmmdsmqmmmofm&m
procurement.

Announce Event

Fixing  new date proved 1o be difficult aftes slipping the April 17 date due 1o the logistical complexity
of a multi-city announcement event. Tentative lists of key ISVs to invite have beca dravm up. Ray
BolchptodnuimsofNYwasselewdbpmdwelhemt Firming up budget and other detakls hinges
upmsdoctionofﬁnalamuneedmandwnm!hwion.

Channel Roilout .
mmurmg.wmrmmmmsnmmmmd
retail sales people. mmﬁmwmmmammmmmmmmm
4macmnnﬂlacmmdyswckwmbudonamwmmﬂm
Upgrade / Update Program
Immwkpmﬁngmeﬂnﬂmchesmmaggruﬁwwmanupdmmdumndepogmm_
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- Other Business
cupuunarmmautnwwnummuunamwemuhaﬁuﬁ&msuﬂpmdn:shamkuwmmuf
Windows 3.0 shipment. We hear this from both USSMD and ISVs. A corporate visit by ADT bas turned
into a very promising lead for the NYC office. ADT Brokerage Information Services provides quotes
services 1o Prudential Bache. Bache has directed ADT to move to 2 Windows based system for 12,000
wmhwmhuowzmncwmu.Tﬁkkﬂmunmnhwosmnvuydgﬂkanbm&nsﬁrvﬁh1
‘WinWord and Excel. . )

s

« Lanra Donobne, our campes candidate from Sioan declined our offier. ‘We will continue o work with
HR to locate a suitable candidate,

. ktnthnﬂktauupwdmroﬂh1ojﬁnvﬁm&mmPnﬂndjduhumgashummg:ufnmmhpu
Relations. )

. Immkmmmwbmmmmmmmmmmwms
announce.,

. hmatxumhhubumhhmonaammaxhukﬁoumnmumENFmzhuhgpngnmsmuISV
participation in the Win 3 Jannch event.

. Wehaveobuhwdappm\mlwmahcdwlsvminposiﬁmpamnmmeﬁmmmemm
poblemwemapaiendngwilhmmomﬁﬁ.

Attachments:
USSMD Windows P&Ls: December 1989, Q2 FY50, 1H FY90 and January 1990
Windows Unit aud Revenue Data and Charts
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USSMD - Windows Results

USSMO - December ‘89

Budget _|Actual
|Revenues
Goss Revenues 2,900 2553
less adjustments g3 . 157
Net Revenues 2,207 2,306 108.6%
100,0%| 100.0%!
Cost of Revenues .
Product COGS 801 544
Other COGs . 120} 64
Total Cost of Revenues [ 7.q] 52.1%
41.7% 20.0%
1.286A 1,916

@ross Profit Margin

58.3% 80.0%

Operating Expenses

Rand D 264 240
Marketing 219 338
Other Op. Expenses 22 25

Total Operating Expenses 505 603] 119.4%
22.88%| 25.17%

Contribution 781 1,313} 168.1%

Allocated Expenses

Sales Allocation 485 463
Othar Allocation 59 66

Total Alocated Expenses 544 529 97.2%
24.6% 22.1%|

Burdened Operating Income 237 764] 330.8%
10.7% 32.7%
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USSMD - Windows Results

USSMD - Q2 FY 1990

Budget |Actual
|Revenues
Goss Revenues 5,240 6,606
less adjustments 244 517
Net Revenues 4996 6089 121.9%
100.0%| 100.0%
Cost of Revenues
Product COGS 1833 1,497
Other COGs 347 o4
Tota Cost of Revenues 2.1 1,591 73.0%
438% 26.1%
Gross Profit Margin 2.816’ 4,498
56.4% 73.9%
Operating Expenses
RandD 754 860
Marketing 762 764
Other Op., Expenses 51 65
Totat Operating Expenses 1,607 1.4&9‘ 92.7%
3217%} 24.45%
Contribution 1,269 3.009' 248.9%
Allocated Expenses
Sales Allocation 1,448 1,312
Other Allocation 187 185
Total Alocated Expenses 1.636 1497 91.6%
32.7% 24 6%
_Burdened Operating Income 426 1,512
-e.ses‘ 24.8%
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USSMD - Windows Resuks

USSMD - 1st Half FY 1990

Budget Actual
Revenues
Goss Revenues 8,482 11,14
tess adjustménts w6 003
Net Revenues n.oss! 10,331 120.6%
100.0%| 100.0%
‘ |Cost of Reveaues
Product COGS 2,887 27N
Other COGs . 635 437
Total Cost of Revenues 3522 3208] 91.1%
43.86% 31.1%
Gross Profit Margin 4514 7,123‘
56.2% 69.9%
Operating Expenses
RandD 1,590 1342
Marketing 1,449 1.459]
Other Op. Expenses 83 117
Total Operating Expenses 3.122 29018| 93.5%
38.85%| 28.25%
Contribution 1992 4.205! 302.1%
Atlocated Expenses
Sales Allocation 2,884 2594
Other Allocation a7i 357
Total Abocated Expenses 3.261 2,951] 90.5%
40.6% 28.6% '
Burdened Operating Income 1,869 1254
-23.3%‘ 12.1%
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USSMD - Windows Results

USSMD - January "90
Budget _|Actual
Revenues .
Goss Revenues 2,757 2,105
less adjustments 67 LL2
Net Revenues 26%| 1964 0%
100,0%} 100.0%
Cost of Revenues
Product COGS 377
Other COGs . 110 114
Total Cost of Reverues 1,033 491} 47.5%
38.4% 25.0%
ross Profit Margin 1,857 1473
61.6% 76.0%
Operating Expenses
Rand D 274 220
Marketing 228 163
Other Op. Expenses 27 21
Total Operating Expenses 529 409, 77.3%
19.67%| 20.82%
Contribution 1nzq 1,064 94.3%
Allocated Expenses
Sales Allocation 499 503
Other Allocation 70 611
Total Allocated Expenses 5®r 564 99.1%
212%| 2B.7%
Burdened Operating Income 559 £9.4%
20.8%)] 25.5%
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Product ) Actual get (% of Budget JActusl Budget " 1% of Budget
Channetl junlis nits  [Unlts Revenue Aevenue Revenue

1BM USSM 0% 0 $124988 0%,

Domestic Retafl (noa-8M)|  10321] 14400 73% $492 330 $725,868 £8%

“Yotal Domestic T10321] 19 S4% $492,5%0 $550,856

lomational Ratell] 14567 17 4% $1.130,411 $1,503,195 75%)

 worki Wide OEM] 11 58,490 185% 12,143 $525072 W%

Al Chanaeis | 1 95,016 16%] . 123 78%

BMUSSMD] 17 s8p00| - 4%, 79725 $1,699,831 &%

Domestic Retall (nond 67511 61300 110% T $3,565.845 $3,155.724 153%

Totak Domestic 129,500 ™% saxsesro]|  samsssss 0%

tnemational Retall 15 79%) $7000593| 9718484 2%

word Wide OEM]| 967,297} 1,038,775 5% $6547,545 $6.554.680 100%

Afl Ctannals | 3,176.947] 1,289,147 2% $18.016.700] $21.228.719 85%

1BM USSM 700 0% $0 $31.504 0%

Domestic Rotafl (ron4BM 12789 7, 171% $1317.,5%2 $760,500 173%

Total Domestic Fatall| 12789 156% $1317.522 $792.004 166%

ntomational 9 161% $1.396,142 $509.174 173%

Workd Wide O 10,475 _217% $430,033 | $276.500 156%

ARChanneis] 44535 24323 184% 145,767 $1.877, 168%

|MUSSMD| 1170 8,500 138% $526,851 $382.552 138%

Domestc Retall (roniBM)| 68315 202% $7.195410 $3,437 460 200%

Tetal Domestic Retall 42, 169% s7re2261 $3.620012 202%

Interrational 26,898 122% $6.345.754 $5211,105 20%

World Wide OEM{_1 149 98% $2.788.751 $3,204.355 7%

M Channels | 271 229,554 119% $16.756.766 |  $12.235472 137%,

$LONT

X 554161
CONFIDENTIAL



$11.919,006

100% stazaoswo|  $11955957 111%

Retaltl 2048 ; 133% sis3s7se|  s1s4s69%8 28%

oeu] 1.134.574] 1,188,031 6% 401788  $9.89.035 %%

‘Al Chaoneis | 1,570,806} 1.572978 100% s067.120]  sw2neso 102%

Nots: "MA" indicalos Bam not lorecasied
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