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Windows Client Day 3 Agenda

Planning Assumptions (30 minutes)
¯ Business overview

-Key challenges         ~
-Customer satisfaction
-Feedback from the field

¯ Product roadmap

FY03 Strategies (2,5 hours)
¯ Segment situation
¯ Themes and initiatives
¯ Strategies per segment (EPG, SMB, consumer, OEM)
¯ Revenue review and targets

Prioritization/Summary (30 minutes)
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Key Challenges

Business
¯ PC sales declining
¯ Pro mix gains are not a given, especially in SORG
¯ Sustaining launch excitement
¯ SA value
¯ Linux share flat but gaining mindshare, particularly in gov’t and education
¯ P{racy flat to increasing

Customers
¯ Support ]:PU higher than expected, some challenges at launch
¯ Resistance to Activation
¯ Security concern on the desktop and server

Partners
¯ Ecosystem quality and profitability
¯ OENs obscuring the Windows Experience
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Customer Satisfaction and Feedback

Feedback          Top ];ssues/Needs

$20 66% 12% 38% 19%
$67 76% 6% 42% 15%
$20               58%                18%               37%                18%

~x; ~?~n~__~‘ ost data refl,l~:ts curreltt pss costs_ -- W~,ng8 data reflects ,ast 6 months

¯Dell: Seeing 50% of expected volume.
OEH (WinXP) ¯ HP: Seeing 25% of expected volume.

¯Gateway: Decline in calls; 10% improvemenL in solve tale.
¯Approx. 850,000 crashes per day reported via OCA/WER

Windows Crash Data ¯ IE generates 13% of caIIs. 44% are MS-non IE, 33% 3rd-

party, 9% misc.
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Feedback from the Field

Feed back Top Issues/Needs Actions/Com ment
Pcodu~; , Se~rity defide~ies h~ve danwj~l our ~e~tat]o~, h=.~ed o~r ~Fe’:m~r~ se~uril~ pu~ unde~y. Ce~T ~ aunt ~

* O~ ~ ~ ~ ~ ~ ~ ~ .~ g~ ~ ~un,~ e~
~ and ~ I~ a ~~ ~e. *~ ~ ~ ~e ~1o u~. ~ ~ ~an~

~ ~ ~1 r~,~s wl~ ~ XP ~ f~ .W~ ~ ~ ~ S~ ~ ~a~ ~ and
a~-u~ate ~1~ m a ~eflt~l ~ ~ L~Gs a~ ~ f~d~a~ ~ ~. Will ~ ~ ~ w,~ ~.

~ ~n~ ~ ~ ~ ~ ~h It ~ ~ ~ ~O-20K
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. H~ ~ ~t ~ra~ ~ ~ ~ ~ r~ ~m ~ s~ ~ ~ ~ ~nV.
E~ ]n~. ,]~ W~ ~ ffi ~ ~-1 ~ {13
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C~Uo~    , Li~ on ~ ~~ ~~~ .~~ ~ ~ ~ ~ P~in~.
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Client Roadrnap

t .Fy_02    FY 03    FY 04    FY OS    FY 06 I
Fiscal Year     Q1 Q2 Q3Q4Q1Q~ Q3 Q4 Q1 Q2 Q3 Q4Q1Q2Q3Q4 QIQ2 Q3Q4

I I CY 02 1 CY 03    CY 04    CYo,s_,, [i .... I
Calendar Year Q3Q4Q1Q2Q3Q4Q1 Q2Q3Q4 Q1 Q2Q3Q4Q1Q2Q3Q4Q1 Q2

Windows Client A Windows XP A Windows "Longhorn"
¯ SP 1 Aligned with Office, NET
¯ Tablet PC ¯ Tablet PC "v2"
¯ eHome "Freestyle" ¯ eHome "Slalom"

Other Releases ¯ IE 6.0 ¯ Windows Media "Corona"

Embedded ¯ Windows XP Embedded
¯ Windows CE Talisker

¯ Mira ¯ Windows CE Maccallan
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Windows XP Service Pack 1
Includes
¯ QFE rollup
¯ Consent Decree updates
¯ Updates to enable new PC scenarios

Tablet PC, Freestyle, and Nira
¯ Common Language Runtime as a separate install
¯ Top security fixes
¯ Other changes that 1) make the schedule, 2) do not affect compatibility or 3) change the default

user interface

Schedule
¯ Target RTM is August
¯ Dependent on results of Security month
¯ .NET Server will ship separately and later
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Segment Situation
Enterprise
¯ Pro mix on new PCs in FY02 N70%, up from ~50% in FY01. 1% incremental=$10P4M (~,-~)
¯ ~’35% of enterprise desktops in US are stil~ runningWingx (oc~ ~us~es~p os

-13% of new LORG desktops and 39% of new LORG tapl:ops are running Wlngx (new=w/in 6mos)
¯ WinXP knowledge Jumped from Oct to De~ in US, but stil! 50% of LORGs know nothing/very litlde (D~-0z V~XPBP/DZU)

Unux continues to gain mindshare, thoucjh penetxation remains fiat in US (o~toz ~sxne~ ~.~to~ os Trac~)
¯ Dissatisfaction with-Licensing 6.0 & annulb/rollout; unclear SA value (r4~

Medium Enterprise

i Pro mix on new ~ in FYO2 ~,55%, ul~ from ,~40% in FY01. 1% incremental=$71~IM
~,60% of medium enterprise desktops in US are ~11 running Wingx
.N.eed .~o.drlve e~atuation - 70% are either planning to evaluate or have no ~lans to ev.aluat,e (octe~ ~z~ oros
Rnow~e{]ge of WinXP has tripled to 16% from Oct to Dec in US, b~t 63% sty31 know homing/very little (z~-~

SORG

i

COEf~ Pro mix @ 33% of SORG PC ships; 1% incremental=$Sm
25-30m XP capable SORG PCs; 1% u~grade = $40m
Low knowledge and intent to evaluate Windows XP In SORG - 55% of US SORGs claim to "know nothing" about
Wtndows XP. 66~ h.a.ve no.plans to e~.aluat.e (~ Wir~X’~t~’~~ymentt ,~)              , .
SORGS rapidly aoopting networks (incJ wireless) - 7% to :[2% of SORGs plan o~ aoo.l~ng a I.AN. Larger marKe~s
planning on Wireless I_AN: 2% US, 8% UK, :[8% in Genmany, France 7%.
Applicabion compatibility a big issue for SORGS - 25% consider compatibility a harder to XP adoption. (oc~

(::oltsumei"

i
WW Home PC penetration = 16%
39M PCs shipped into Home WW in FY02, -9% Y/Y growth ~’~)
Average WW Horne PC lifecycle extending to 4-4.5 years (z~) .WW WInXP awareness among technology-engaged end users 60-80% in major suos (~-~x~ c,/o~
5% of capable [B WW has upgraded to WinXP

: PC growth -6% in FY02P’Y02 Pro Mix 22% to 31% to contribute $387M in revenue
¯ Lack of SORG PCs with XP Pro at retail

MS-CC-MDL 000000439250
HIGHLY CONFIDENTIAL



FY03 Top-level Themes

¯ Pro Mix! Pro Mix! Pro Mix!
- Include Windows XP Pro in licensing push
- 100% Pro on notebooks across all segments
- Drive Pro adoption in SORG by arming and orchestrating partners
- Stretch goal - 100% Windows XP Pro on new business PCs
- Drive Pro mix at retail

¯ Accelerate deployments by removing blockers, promoting business value
¯ ]:ncrease mainstream adoption by growing the enthusiast base and stimulating

PC Excitement with new product launches
¯ Demonstrate clear customer value versus Linux on desktop, focus on a plan

for higher education and government
¯ PNG to invest in understanding emerging geographies with a focus on Brazil,

Russia, India, and PRC
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Making it Happen -- Two Key Initiatives

¯ Generate excitement
¯ Scenario focused
¯ Umbrella for several

important launches
¯ May be only for large

subs Amazing

XP Pro ¯ Office and Windows
¯ Communicate value
¯ Remove obstacles
¯ Licensing

adjustments
¯ Every sub should

participate
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XP Desktop Value Campaign - Tenets
¯3oint initiative around Windows XP Pro, Office XP & Visio 2002
¯New messaging on shared value & productivity scenarios
¯Segment & audience specific execution
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Enterprise and Medium Enterprise

Goals/Opportu nity
¯ Accelerate adoption of ne~, experiences - WinXP Pro=Mobility
¯ Achieve 100% XP Pro penetration on notebooks

¯ FY03 business notebook ship growth -12% vs 3% for att PCs
¯ Sell 1 million Tablet PCs = 11% of ultra-portables
¯ Continue growth of volume licensing into ME segment
¯ Accelerate deployments - 50% of licenses deployed in Enterprise to

increase cust satisfaction, enable upsell, and improve renewal rate
Demonstrate/communicate more cust value than Linux+StarOffice

Amazing          Amazing PC: Establish XP Pro as the Mobile Platform
¯ Use Tablet PC launch to highlight XP Pro platform benefits for both

tablets and notebooks
XP Pro D~ ¯ Drive demand for Windows XP Pro from OEMs in Enterprise/ME

¯ Increase Win XP Pro + Office XP value understanding and attach

XP Pro Desktop: Drive Deployments
¯ Training & tools to enable rapid deployment; Better together with MS

server technologies
¯ "Deployment Portal" on TechNet; Channel deployment training
¯ Partner deployment certification & lead mininglreferral
¯ Continue ME volume licensing penetration w/XP Desktop Biz Value
¯ Windows XP Pro and Office XP tools and programs
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Small Business
Goals/Opportunity
¯ Accelerate XP Pro adoption
¯ FG $261m ~ $445m (71%)

COEM $1,038m ~ $1,097m (6%)
25-30m XP-capable PCs; 1% upgrade=$40m
7-t2% of SBs adding a LAN this year

¯ WLAN: US 2% UK 8% Get 18% France 7%
>30% of SBs have laptops

Amazing          Amazina PC: Networkin.q, M.o..bility, & Communications
¯ Create excitement and demand for Windows XP with end-to-end

solutions around Networking, Mobility, & Communications
XP Pro ¯ Drive simple networking (Win XP LAN) solutions into Low SORG

¯ Wireless adds sizzle, better XP-specific value
- Provide channel with tools and materials to sell XP LAN solutions

XP Desktop: Go Pro
¯ Increase demand for XP Desktop as default business platform
¯ Identify top SB applications and drive towards Win XP compatibility
¯ Reinforce Pm message around security and reliability
¯ Investigating additional license option, terms for volume licensing

MS-CC-MDL 000000439255
HIGHLY CONFIDENTIAL



Consumer
GoalstOpportunity
¯ WW Home PC ,Shipments:

~ Finance goal FY03: 39m units, 0% growth Y/Y
¯ Our stretch goat FY03: 40m units, 3% growth Y/Y
¯ lm increase = $23m

¯ WWFPP Home:
o Finsnce goal FY03: 2.5m units, -22% growth Y/Y
¯ Our stretch goal FY03: 2.7m units, -14% growth YtY
¯ 200k unit increase = $31m

Amazing          Amazin.q PC: Leverage Key Experience, S
¯ Photography and music are Iow-hangi~lg fruit

¯ PC HHs with digital devices; non-PC HHs wt cameras and musicXP Desktop .Extend promotions to non-PC partnerstretailers
¯ Maintain/grow excitement by leveraging Mira, Freestyle, WMP8
¯ MSN8 launch integration - better together campaigns focusing on

key experiences (e.g. dig photos, music)

XP Desktop: Tria.l.,..Uogr.ade, Upsell
¯ Drive broad trial (PMG investigating eval solution)
¯ Retail upgrade - focus on performance, reliability, and security
¯ Retail upsetl - focus Pro messaging on "work from home" (#1 pc

activity in US); also leverage Mira for Pro upsell
¯ Invest in "community’, MS or 3rd party, to grow enthusiast base -

help and support, gamirig, photography, etc.
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OEM

Grow PC shipments XP Pro on new business PCs

Goals: ¯ Forecast +3% to 117M units ¯ Forecast 46% to 57% of business PCs
¯Each 1% extra growth = $88M ¯ Each 1% growth = $28M ($43M all ships)

Consistent ] Home =
Messages =

XP Pro = Busines~
D~gita/ Media

Amazing PC

Focused Hobility Networking Photos
Product Mobility Music

Amazing Scenarios Comms.

T̄ablet ¯ Wfreless LAN ¯ Freestyle
¯ Pro Notebook ¯ Pm Notebook ¯ Hlra

XP Desktop XP Desktop
Core Deployments Pro Desktop Trial

Initiatives Value Pro Upsell

Target
LORG/ME SORG ConsumerSegments
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Revenue Review and Targets

"~"=~ .... ~"~ - Revenue of $9.1B up 11%.
,~,~W~°*’P’°H=~1,7~o~.4~ ~’~, ~’~ ~’~ " PC Shipmen~ down 6% - $1.2B lost revenue
w.~=~. ~,~ ~ ~ ~ ~ ¯ Pira~ upto 18%, up from 17%
Q~ O~dem~ IM 12~ -93~ 114~ ~,~ ~,~ ,.~ ~,~, ~=.. ¯ OEM/COEM Pro mix 3~%. 46% of business

~ ~.~ ~.~ ~ ~ ~.~ ¯ FPP Pro mix 35%~ up,ore 15%
~,~ ~ ...... ,.~ ~,~ ~o~ ~.~ s~.~ ~ FPP revenue up 7%COnsum~ ~ ~ 18.~ 310 -1g,7~
~,,= ~ -, ~ ,~ ._ ~ ¯ Licensing up 24% - Pro migration and sales

u.~s~. ~’~ "~’ ~ ~’~ ~ ¯ Revenue$Z00B, up 9%
~n 1~ 2~ 18 ~% 255 10,0~ ’
~,~ ~ ~, -~ ~o ,.e~ ¯ ~mmercial OEM r~enue $1.IB, up 6%

~andJ,an 4~ ~ ’]" ~ ’,.,- ¯ Finished Go~s revenue $2 6B, up 13%
r~, ~,~ ~ ~ =,~ ,as~ = P~shipmenGgrow 3%

OEH!COE~ Pro ~ix:
~ ~z ~,~ ~ ~,=~.~.s~ ¯ 39% of all ~ shipmen~~ o ~,~ ~’ =,~ ~=~ ¯ 57% oF business ~ shipmen~
~os ,~ ~ ~ ~ .~o~ ¯ Pira~ fiatat 18%~ ~’=~ ~~ ~~ ~’~ "~ = EPG revenue up 7% - lower al]o~tion of

To=Win=~p "~12 9,127 11 1% gt~2 g$% Pla~orm ~ going fo~ard
~.~,..~., ¯ SmalI-Nedium B~siness up 23%

~ .~ ~ ~=~ ~. -tl~ ¯ E~ensionof~to HORG
~ ~ ~ ~,~ ~= z~ = ~r~-over from ~02 annu ush
~"’~ ~ "~ =’~ ~ ~’~ ¯ FlattEN PCShipmen~E~ Ag~nl ~ t,012 18 ~% t,1~ 14,7%
~h~ 1~7 115~% 111~*~ " ~nsumer revenue dow~ 20% followiRg
~m,~l~M ~9 1,~8 7.1%,,~ s.~ Wind.s XP launch~ ~M 5,~5 5,783 9 4% ~7 ~.9%
T~l ’ B,~Y~"’ g11~7 11~1%~,~ ;~ " Higher grow~ rates in emerging regions
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Growth Opportunities
{Ao~ Gro~ Rev

Wmd~ ~0 2,415 2,~1 23 4% 3A24 14 g% 4,~ 27 ~W~d~ ~m 398 537 ~ 8% ~ 1,9% ~1 13 ~

O~h~ O~A~� 122 114 ~2% 114 -0.1% 117 2 8%To~ 3,~4 3.~5 10 5% 4.~S. ~ 0 ~ 5,~ 24 e%

C~mer ~nt
EPG I,~3 1,~3 7 5% ~,4~ 3 4% 1.4~

Un~ ~es 1,388 1,5~ 99% 1.~ 1o~ 2,110 254%
R~I of ~e~ 270 307 13 4% ~7 t3.~ 428 ~ 3%Am~s 1~9 . ~833 10 5% 21~ 1O ~ 2~ 25 0%
Ja~n ~2 255 10 ~% ~ 9~ 3~ 28 B%

W~ ~ 2,~1 3,2~ 27 5% 3,7t3 14 3% 4,~2 21 2%

~ OS 16 8 -~.0% 4 -~ ~ 2 ~ 0%
To~r 5~7~ 6,297 8.9% 6,~ 6,~ 7~ 8 5%

T~ W~d~ D~op 9,127 gl~ 95% 10~ 8 1% 12391 14.7%

~ ~3 3~ 25% 416 t~6% 4~ 1D4%
~&Se~ 672 ~ 384% 1~35 ~9% 1,4~ 2D2%
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