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of/a~ b~ed ~pp]~ ~d ~=top~ tompoma~. D~o~

~o2~cted co ~w =o $1~0M m ~e y~: 2000. We

~e Se~c~ b~ess co~ ofS~o~ Ed~oa ~d
m~dly ~ox~g o~Lo~" b~es. ~ s~=~�

,

~0~, r~=nu~ x~]l double ~o ovw ~ bi~io~ Muc~ of~s

~u~oug ~= pI~ horn. ~ 1999, ~ ~;on of oar ~i~on~ D~sk~op Applications

be~n to g~w a~ m~est ~=s a~ ~=ve~ ye~ of~]~ ~r ~v~n~e declla~.

ofpmducL ~o~ m~ ~ o~ sc~�~ b~ show s~fl~ ~p~v~cnk ~w~g 4 p~. to

p~o~ess ~o~d a~=~ng com~ti~ve ~ ~ dcvebpmeat ~d SG&A. Developm~m
~ves ~m 26% of product ~ven~e in 1997 to IS% ~ 2G00. ~ a ~sut[ ofo~con~ued
foc~ on d=vel0pmcn~ ~fiod~mdon md c~ iov~ea~ po~olio
the mor~ ~ ~t s~mcu~ ~u~h ~ cc:~ ~d S~uite. SG&A ~mprov~ 5-6 ~. pet
y~ to 42% of~e=ae by ~= y~ 2~0 ~ s~fic~t ?o~on



T~ combustion of~0% pl~ ~enue ~ coupled
I=~ o~IB~ reform, ~d a ~s~ama~ epp~ach ro

m~ ~ill rmch [6Y~ A~eadix A se~ [o~ ~e ~nm~ ~ for~e ;e~ 1995-20~

I. ~ ~ ~e ~pp~p~e b~s model ~r

3. How do we r~r &e S~pon b~e~

po~do~ h~ no~ r~t=d ~ ~cv~au: impzo~ ~cau~ of~ low OEM p~c~ point. ~ a

Th~ long ~ ~i~vl ofo~ d~ sun� ~ess
�~m W~tel-¢~� d~op modal ~d lead~g
One of ~ ~v~g ~=~S be~d ~ need ~r Jav~ compoa¢~ ~ ~� ~eg~nc~ of~e NC
m~keL which ~b[ is ~ m L~ ~, i~ ~ in ~M’~
so~v~e model ~ opposed ~ a Wiatel b~ed

ex~pl~, a ~diKoa~ DB qu~l re~ ia a ~ree~heel apptel ~p~ted w~h
~d ~e b~¢~ m~el ~ing ~e~med to ~ ~ ~tead oF~� ~di~ona{ rosy md ¢o]u~
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s~es such ~ S~ui~¢ or ~c~soff 0~¢:.                       --

Second. ~here is a d~L~ ~ r:~ ~ ~pi~c~ ~n ~� p~ of ¢v~a ~e ~ost ~p~Ic

[:~ ~e rede~fion of~ pmd~cfi~i~ ap~ti~o~ m~k:~ ev~ ~oc ~� PC

~¢~0so~ ~[[ f~r~ent ~� ma~of ~at [o O~ ~UtC~ ~ we a~empt t~ sh~: coo~ol of
~d~ ~m ~e~ %~[e MS~ ~os~ ce~y d~elopln~ a Ja~ b~ed s~[e, tt ~i~ aever be
Wen ~e ~� ~O~�~ of ~e~ W~do~ p~duc~ w~ch ~ ~h m~ b~i~e~rs
s~id~ze m~h o~Nfic~osa~’s o~ �~o~. S~ce Mt~oR dedv~ ~ majod~ o£hs profi~
~m i~ applica~o~ ~hess, ~ ~ of~a ~d~ m Ja~ ~ed ~mponcn~ ~]I ~v~ a

To bl~t ~soR’s ~:mpt to ~ ~ ~d~ ~a ~.eir ~mg= h ~ be ~e~
d~lop ~d o~e k~y ~ ~. ~=s~ ~[ude k~TNC O~ veudo~s ~uch

~ ~ Sun ~d ~r, kry ISV ~d ~ot~oa ~ ~M ~Us, Lo~ B~ess

~d~ vendors (~id~y Ja~~oR)for ~co~o~fin~ key Lo~ ~mc~-cs ~ ~ava

Prod~

~appo~ ~ wetl ~ a ~b~ sc~ ofKa~ ~ppir~ ( ~o~d p~c~or, sprca~hcc~ project
schemer, dam acc~ p~em~ou ~pMc~ �~). [~ ~ a ~ghly c~m~ble desk~op
ea~o~nt d~i~cd ~r~c~ly for ~e NC ~. For specie O~M oppo~fies
Sysre~ ~d Ko~ A~]e~ c~ be licensed 3~rly. ~s en~mem is ~-oriemed ~d

~cdo~g ~pfica~. 11 ~Io~ ~e~ to work w~ ~ rh~it I~gacy a~p/icofio~,
~ new ar~[ic~oa ~o~tiW ~o ~low ~=m la co~iear~ ~d share d~a ma~

~e PC ~ S~m h~ ~e s~e coa~ea~ ~ ~e NC ~ Suim ~d ~ be bulk to provide
co~ot~io~ a com~l solu~on a~ss dlv~� ~d.~ ch¢~. k ts no~ Fosklooed m a
"rcp[~e~" for a ~ PC ~Lt~ b~t ~ "~em~ve" for ~ho~ concretions who
ev~u~md ~ p~d NCs ~d ~ ~tzr~ed m ~ng ~e s~e soludon on PC~ ~ ~e~l.

Lo~s/’I~M S~ictly Pdvat-"                  a



any W-_b bmv,’~e~ client on ~y p~arf~rm,                        ; -_

I. Drive sales o{’thrNC ~ _~"~m ~ough as taan~ NC OEMs as 9os~iblc m e~or.x m
Konz the .,,m~er one ~boie~ fct a )av’~ de~"r.~p eov[ro0.tr, en[ ~d ~h~a{e po~end~ NC

n ~ oc ~eNC ~p ~ ~lp ~w dtm~ for ~e ~e Ja~ soludon on ~e PC, ~

2. DAve acc~c= ofo~ W:bPack o~g ~ ~e n~bef one choice for Ja~ but!~g bloc~
for~e ~ Web appli~am. ~ md c~o~ deve]o~ ~ ~ta~y ~tere~ted
~ ~g p~-b~It J~a composen~ to b~d ~n ~dcal a~o~ ~ a ~y to
~Sve: so]~o~ ~ diverse

We ~ tr~ ~e ~cc~ of ~e above ~te~es to crezte p~] for PC T~ Sake- We betleve
~ "b~kdoo~" ~pm~h ~ ler~ ~e Ko~ appl¢~ onto ~ PC is a more effecdv¢
ta~e ~ compc~g he~ to h~d ~ ~c~soR O~c:. O~ two-de~d ~ of

N~oR ~m eo-op~g ~e NC pl~ffo~ ~ ye~ ~o~er :nylon.eat ~n w~ch ~o ~

~tctne ~.d B~ Model

£~ ~= fizst m~jor pI~y~ ~o d~e ~ mo~k Lo~ ~te~s to ~Hce ~ B~� System at a
~Z~ve ~vrt to ca~ ~= [~ m~t sh~ for NCs ~d crrz{e a ~= opp~W for
~gher ~u~ add~n approach. ~r pAc~g m~el for bo~ th~ ~a~¢ S~em ~d AppIrm ~11
b= b~ed on ~ p~-~ model ~ ~cl~d= z co~aAos oF up ~nt I~c:~� fee~ ~ ~ optional
~u~ ~b~pdoa~ncv~ for both ~ O~ md ~oa-OEM c~ ~s m~:l allows Lo~s

producd~ so~ ~or ~e e~se ~omer ~e ~c~g ~! be ~ackaged in a way ~hat
allow~ �om~cs to ~= ~ ~e~se option, simi[~ m the ~y ~at Lo~ ~ells Not~

~e ~cmat pdc: ~ ~� ~ ~d~ co~don, b~ ~ ~ge ~m a fe~’~ doJlars ~er

~ set of Apple~. Given ~e p~m~ o~ lower cost ofo~e~p ~or NCs z~ ~omp~ed to ~
L~M 5~c~� Pdvat~
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T~� WebP~k ~ be ~sm~ for ~[op¢~ on ap~ scour b~is ~ a phc= ~t at ~bout $695
p~ ~le se~ ~d $~09~ for m~c~ s~.

o~cr OE~. ~ ~a~w ~n~ ~po~ ~ ~ ~ 3 ye~ (1997 ~ a m~:t �~

com~u ~e x s~tegi¢ ~ket ~ pby ~ h~p ~v~ ~b~d~l sys~ r:v~nue for ~M,
~y ~o T~enC a ~bs~ r~v~ oppo~ For Lo~.

Kona Revenue Projec~on for ~e Spring Pbn

~Commun~mxfi-ns B~sinP-ss ~

Tae ~ ~et of~e C~czfio~ b~ss

ov~d by W¢~ ~to x ~ Dorado

~ ~e ~m~o offe~ ~ ~M’s ~cfion
Lo~ ~ ~ a [~d ~mi~ Web ~.

Lo~ Web Go, ~ ~ [nt¢~d f~ly.                                                      ~ :.



bu_~n¢~. -t’he ma.~e~ dynamics o F the client business ~a ~g~g. ~s[ofi~Iy. we p~¢i~

50%. ~ge a~ ~ci~t~d ~ ~e "e~I" m~ket ~ co:Mint ~d Not~; t~s ~ a mo~
~ented m~ket where we bold about ~ 25% ~ posific-a ~ ~e [~ng ~ptle:. h ~ aow
cl~ ~ ~e ~pw~ ~ct ig ~mg ~ by the mail ~e~ ~ a

reco~[ion ~t ~e o~ ~mp~is on m~l ~~e ~ ¯ b~c p~ of~� No~ v~ue

~[o~ ~r some ~e ~l ~ ~e zbili~ ~ develop rich ~o~=d �ol~o~o~
~ ~e ~otm ~vdopme~t ~o~e~ ~d it’s ~ed s~r ~e mobile

¯ ’~c~y fea~ m~] c~e~" ~ pro~fide less ~c~oa ~ ~ [nmg~d client, but aim
~ovidc a Ve~l co~le~e mmI expiate, ~ ~p[: ~d-om for ne~. etc.

A ~ m~k¢~ c]iea~ for b~� e-m~ ~pabili~ de~ed by I~[emet z~
p~od~c~ ~ ~e s~pl[ed ~ ~ Java ~[eU ~d ~ coavendon~ C~ or C p~g~. They
~ ¢o~ect~o ~ b~ed m~l s~ ~g POPS, ~ ~d LD~

Fox,ely, Lo~ pion¢:md ~d h~ cr=~d ~t awnings ~ound ~e vi~e of collaboration.

a~fivi~, whe~er h he m~d~ e-m~l, ch~kiog a ~oile~u~s �~nad~. or p~ici~a~hg in a

[dr~ o~what h~ b~ome widely ~fe~d m ~ ~e md~ ~ m "ime~ated click" Lo~

¯ = "~ ex=~d I~ ~on ~ by ~e end of~s

O~ cfi~t b~ h~ ~n ~v~ by ~e: so~ of competitive

o~ ~ ~ �lie~ sc~
" o,~ posifioa ~ aa ~¢~t~ cl[~nq~r/e¢ ~pfi~ffoa~ d~o~m~at pta~o~ F~

~ly, ~ ~ ¢oa~ ~ ~ve s~ong s~ ~et l~g pr~¢ace in ~e int=g~ed client
~:. Hoover, ~ ~ no long=r h= ~ ~gJe driver ogvoLu~e; ~d. ~e~fore, not ~e ody

~oup~ ~et ~ berg subs~ed ~to a ~r collabo~doa m~ket would iead [o a ctass~�

Lo~M S~c~ Pfiva~ 6



o~~w Our dl~t srra~e~r ,~ ~ pamac~p~e a{ ~,~ I~v~ o~ ~ ~ ch:~t, m~l c~c~ ~ m~ ....

Bgfo~e debug ~h= cUeot s~t:~, it is 6¢1p~ m view ~ ~om ~: pe~pccdve o~e Dom~
~ew~ offe~. T~y, Domino se~-em c~ ~e ~c~s=~ ~om ~o=~ c~ie~
Web bm~ (~’ d~b we me~p~ h~ ~ ~ Java ~pte~ on ~= client}. ~ea a

bom~o ~m a bro~er, ~ gee~e no client revenue, We ~v: ~pleme~ted prag~

excee~g ~t rev~ ~ 1999.

~ ~t ~ back~ o~ diem ~z ~ ~ follow~:

d~en~ B¢~ ~ ~e ae~ c~ent ~le~e ~ot~ 4 ~ w: ~ ~a~g ~: ae~ ~r
:~¢d~ee ~o by muc~ mo~ of a Web-[~e ~efienc~ ~d ~d~ cUeat ~?pon ~ ~d~

~ POY3 m~l s¢~ers ~ ~d~fioa to ~: Dom~o ~e~er, ~d ~d~d b~ed news
~e~e~. W: ~1 ~a k~q suppoa in Q1 199~. O~ c~eng~ her= ~t

o~ Do~o se~,

~b~nd ~:e to ]~ ~: No~s b~d), T~$ ~roduc~ b~ih ~m ~e ec:M~=I code b=~=.
~lly ~ppo~ ~tem=t pm~ois ~d ~ much ~Je~er" ~ ~ Notes client. W’e have

but ~ ~ ~vi~ a v:~ s~ong ~set ~ ~e cc’Mzil code b~e ~d s~reso~¢s ~ ML View
(whe~ �=M~ is b~q~e~. ~ may in ~�~ be : place ~[d~, ~o~ Mail rg-br~ed)

~om ~ lo~:~ end m~l SKU to ~ot~ Des~p.

~e ~11 p~te ~ &e m~ m~ket mzil sp~= whhLo~ M~! I=~a =di6~n. T~s Java
b~eh eSeat ~ ~1o being, developed ~ ML View. h is pna o~� Kona ~ue: oWenng.

V=~ impon~tly, ~= ~ ~ "co~pone~i~" k:y ~ons of the ~ot~ elicit ~to a set of
~a~ apgl¢~ ~t cm be do~o~ed ~to a browser or Java container. ~n=e
co~¢al= ~ a Oo~o se~et much more ~:lEgently th~ a p~e browser ~d deliver

expcd~:. T~s ¢olt~do= ofappt:~ ~1 compem m the client spat: ~d ex~end
interbred ctient do~-m~ ~ a vet/powe~l way. A~er rete~e a~these componen~ ~          -

Lo~BM S~cdy Pilate 7



3. ~d ~m a b~: ~i~ou~ ~ ~vn ~I~ ~ which c~ w~ do no~ ~a~

c~rn~ ~�~an w~ ~ ~ ~x~cu~d ~ a bm~ or o~h~ Jaxm conr~. T~y. ~s:~ acc~
Do~o se~ ~m eider acli~r or a "~b" ~o~e:. We ~]I ~adc~y c~ce

¯ = ~ue p~po~uo~ of~e Domino s~. W~ m~ de.lop a s~/~or ~ac~g ~age of
~e c~mpoueu~ md ex~g ~e ~e~ur. We ~ ~olob~s ~d play" ~ ~po~z
role here; ~ ~ ~ ~e

~ ~nc:, ~e ~ ext~g o’~ do~c: o~� ~t¢~ed ~oupw~ client ~ ~o key
d~io~ ~ we prep~ ~ ~ompe~ ~ x bro~ ~o~dov_ Fir~ we ~]] ~upp]~ 1o~
~r~on dien~ so ~ ~ do not ~cr ~chrd’" to ~e hi~ end of~ m~ket. Secondly.
~p]y the No~es expe~ene: ~ a set ofla~ app[em ~ addison to the ~n[ inte~ed

~e w~ We ~ e~cenve s~e~ io compete in ~ l~r space, we also hove
c~=n~. Ne~pe wiE compc~e ~ ~e C~ca~a¢ c[ien~ ~d ~s :x~udnf ~ obvious
but pot:oddly e~v~ s~te~y of emen~ ~am ~e browser market where tbcy have ~ ve~
~ng ~sh[on into ~e co~o~tion m~t by b~d~n~ ~e browser ~ @~ o~er compo~
of~e Co~u~cmor cHenL Hence, the n~ ~m pa~ for a Ne~sc:~ browser ~cr
¯ :~ collabo~don cHcn~

~o~fi ~ ~so ¢xeeu~ ~ obvio~ b~tend~y �ffr~ve s~ta~y ~t ~ ve~ simH~ :o                     ’
Ne~cap~’s, J~r ~ Nerve s~ to e~end ~�~ s~on~ ~sidon ~ ~ b~wser m~kat.
~fic~R ~ ~o ~end ~ do~l ~si~on ~ ~� ~e O~ce Suite ~ke[ by ~e~dng
¯eir n~w ~dook climt ~ Mi~so~ ~ce. ~ce actio~ of Ne~cap¢ and NllcrosoR to

~[ we ne~ m d~ ~ ~ac~vety ~ a~vrly. ~r mark:~ng prog~ms will b~
by ~ underdog of ~s impon~ ~ d~ami¢.

VoI~e ~nd Revenue Trrnds

Co~dons p~uct ~v~ues xs~[ double from 1997 to 2000, t~m roue~y $6~M ~o
~L~B. NoI~ rrvaaue ~1) ~=e~m by 14~A dm~n~ d~s ~od, ~om ~500~to ~l.2B. By

Le_~3s..~BM S~c~y P6,~e                  ~



~or aomOEM clie~, t9~6 ~t~vcr 1~95 ~ ~5%. ~e 1997 pi~ ~sen~ a 3~:
~ ~ o~ 1996, Ove~l cH~t sm~ ~cl~ive ofOEM, ~ pro)cereal to
i ~6 ~ 1997 comp~ to ~2% ~om 1995 to I996, ~ we ~fia~ a ~ng OEM

much ~er in ~e~, abo~ 80-~%. We.~ll con~u: ~ move o~ b~e~ model

Communicat~o~ Business Unit Lotus S:t~ct~
~pnng ~lan Kev~nue t renas

IIWs)

~=~r ] ~ 70 25 10 5 -13% ~1% -25%

~� o~40% forUot~ ~ 30% for all Co~c=do~ ptod~= (i.e. N-otcs.
O~z=r ~d So~wi~h).

tt ~ ~po~nt IO ~�o~: ~t ~e DO~o ~ is ~e p~ me~ by ~ch IBM g~ns
pr~=ce ~ ~o~M ~ s~’er~laffo~ md on ~. As ~ e~ple, ~ Lggg Lo~ ~itl

~pm~ ~om ~ ~el~ive o~PC ~, A~0. RSI60O0 ~d ~90. k forec~t at about

[~er~�~ Business

Services arc m
r~en~s ~ gene~md by ~ ~ep~t= ~r,�~: ~omer s~uo~ :dL~dun, md consukm¢
se~ees. ~5 of~= b~ine~cs conmbut~ to our g~. in ~: ways: (a) h :xp~ c~"

L~M S~tI7 Pfvate 9
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k ts c.--ificMly impo~aat ~t we ~ve ~ ~ ~ o~ �~mer ~a~ b~ess. ~s
~d~e ~ ~y e~t ~ :n~a ~om~. Key id~ ~ppo~

" Lanky ~soIufion ~ lack ofo~e~p ~d ~1 ~cafion

~, c,~mer ~ comply fa~:~ ~ ~l ~¢~ly ~onmbmed ~o ~igh~ng Lor~"
~p~ ~oble~ w~le ~g exp~mdo~. ~e major ~acta~ ~: ~ese:

to ~ese �~om~ ~ ~
* As p~ of~M. Lo~ ~ ~p~dencia~ ~s~ e~eem~o~ ~om �~tome~ ~ s~pon.

~m:~= ¢~ome~ ~ acc~med m ~d~W l~d~ s~po~ ~m ~M

" Lo~" ~v~em ~ s~Fo~ o,er ~e p~[ ~cwy~ h~ cot k~ pace ~

~ile meedn~ ~y’s ~e~, Lo~ will ~sfo~ c~om~ ~n imo a powerS.
compad6~. ~e~d~ ~d~ s~ed for ~ tns~[~ b~e ~ond 30 ~ll~cn ~�~. Today, o~
%.ach ~t¢" for Supp~ (i.e., ~se c~m~ ~o ~cqu~ r~pon conics)
~ ~ p~ty ~a ~ ~e we ba’~ ~b~ Support ~m M~e~ce (new re!~es, bug

Lotu-~qBM Smcfly Pdva~.~               l 0
t
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~c~a~ ~ ~ b~= ~1~ w~ch ~ m addinon ~ a 1997 ova: 1996 in¢~:~: of28%. Th~ major

~. TE~ ~1 ~o be ~v~ent ~ ~ ~ pl~tfo~ ~uppo~ng

c:~don md ~e~ Lo~

jolt s~on o~ ~ ~g ~e glob~ ~so~es ~f~M.
" Lo~ w~ ~so [ev~e ~ br~d~ ~ge of~l~c~ ~4 b~ess ~ners. Lo~ will ~t~

~e suppo~o ~e~ o~ ~tdled b~e. Lo~ ~ a~so
to p~vlde ~ppo~ to ~ md ~d-~ed or~6o~. Lo~ ~ ~o~de tools.
c:~cado~ md Lewl ~vo ~d ~n ~on ~ ~ bus~e~s ~ers.

Or~n~oa[ ~i~meol: ~ne io~ ~omcr support ~c~� wtD be ~oS~ed ro ~d~ess

Sup~o~ ~liv~/~O be co~o~dat~ ~d m~a~ed on z ~]ob~l b~s. Addi6oaaJIy, the
implementation te~ ~ budd dghter ~g~ be~een �~omer soppon md deveIopmeaK
a~e~ ~d IS.

~tH~: ~e ~L~eo~don te~ wifl ~so ~dr~

Lo~ ~xp~m ~ ~e r~m of ~ese qu~i~ i~dati~s ~d ad~do~l ~d~og
~9~ c~m~ ~o~ a ~e~n6at~ ~pon provide,
t~z m~t c~zomer ~d ~e~by te~ to more siberia[ a~ch, pene~do. ~d
r~t~ md ~ ongo~g profit~le b~ss ~i~ th~ m~kes
Lo~ be~e ofi~pre~ su~

L~B,.~ S~cRy Private I 1



Loms/i~3M S~.-icrJy l~iva[e


