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Office FYG1

(stevesi).opt The following slides should be deleted—they are a draft!

Do not forward!

Enclosed is a draft of the Office 3 year development/business plan. This will be presented Tuesday at 2pm as per the invitation
you received.

| welcome any comments, suggestions, omissions or other issues worth raising. But the catch is that because of all the press stuff
going on Monday, these comments need to be in by mid-day. Fve checked read receipts, so once you’ve opened this | will assume
your sign-off (isn't that sneaky).

Only one slide has been added (a last minute template change) and that is “NGWS”. Any thoughts/additions would be welcome.

Please note the “Leadership” slide is meant to just have a sampling of the senior members of the team—space does not permit a
complete list of everyone (steveb asked for about 50 people, we have 2x that).

The only additional pages will be the Office10 Values handout.

Thanks to Michele, Sean, and SteveSh for a great deal of number crunching and statistics.
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Office

Office, Word, Excel, PowerPoint, Access, Outlook, FrontPage

FY 01 Business Plan Review
Date: May 16, 2000
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GROUP ORGANIZATION CHART

Finance: SesnP MMaynard
HR SteveSh

bCentrai Pubirsher. SBT
NLG Procfing, Speech

BTG PhotoDraw. Media Store

| Steves
- S Office — o
_ 15117263/ 132
KutD Antoine | Heikkik ‘ AkioF
Outiook Office Development | Office Test Office PM/DsvUsb | |~ | Office EAR&D |
i 126/5/10 Coe2/4/3 | 7si8rs L ety2s2 |7 1627106419
| RalfHa ! JeffO
Waord / PowerPoint - WW /7 Office Upd.
181/17/29 | 488/116/37
. [
RichardM | JeanneS
{Excel / Access / Prg ‘ Office Sust. Engr
189/0/9 2442/2
AndySchu " JosephK
FrontPage / QWS ! Office Marketing
9211710 317204

- : |
“Full time / Other / Open FT .

; Source: Finance, See Appendix for details \
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KEY LEARNINGS FROM LAST 12 MONTHS

- Product
- Intranets supplanted by email
- Product does not elicit positive emotional appeal
- Developer platform eroding (VBA development, server-side needs}
- New features go unnoticed or unappreciated
- Small changes annoy more than help
- Sensitivity to security and privacy douds Cutiook, VBA, and extensibility in generat
- Office Online: gy. lame no
-~ OfficelUpate getting ~3M unique visitars/month, generating partner imerest (stamps.com, Griveway), some revenue (not
the goal. but $12M booked FY00)
. Marketing
~  Living with Office is “oldware”
-~ Identifying issues around end-user excitement
- Communicating breadth of features impossible
- Dealing with perception that “Office is expensive” yel price erosion continues unabated
-~ Combating piracy is hard and risky PR
- Achieving broad PR has been difficult. desire for old v. new articies
- Office Premium SKU intevesting only for first 4 months after faunch, cannibalism of Publisher, FrontPage significant
- Differentiating single product for LORGs are end-users complicated by LORG-focused faunch and PR efforts
. Competition
- StarOffice / StarPortal and free
~  Lotus Notes ciient
- Vast numoer of suite-like web products—"old v. new”
- Adobe Acrobat

- Crashes
- Office Sustaining Engineering improving, but chatlenging to keep up with demand/expectations
. Sales i MYR
- Knowledge Management confused Office sell
- Digital Dashboard sok! Notes. set high expectatians that we were not in 3 position to meet
—  Many assume Office on the desktop, but not enough “value™ to drive upgrades
—  Numerpus custamer “crisis” situations around very specific product features, though no broadly visible themes other than
the fact that LORGs push Office in incredible ways and are very demanding about how things should work
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DG SCORECARD - FY01

Thought Leadership

* Innovations in Office10 show that we're not “done”

+ Exchange 2000 + Office 10+ Tahoe for
collaborative computing in LORGs

- Office10’s Fundamentals surprise and impress

« OfficeUpdate and OfficeOnline

Shared Bets

- Outlook10 / Programmability and Exchange 2000
« Tahoe, Rosebud

» Excel10/ Access10 and SQL, JET, MDAC

« Internet Explorer 5.5

« Office Web Server10 and Windows 2000 Server
« Natural Language for grammar, spelling, speech
+ Windows 2000 system files

- MSN Communities / Passport, MSN operations

- Operations and RegWiz

Key Product Deliverables

+ June: Office10 Beta | (depth)

- Sept: Office10 Beta H (breadth)

- March '00: Office10 RTM US

» Summer: NGO planning begins

« Spring "00: Killer Office10 Launch

Customer Goals

- Provide Office roadmap for LORG customers
+ Support KW initiative

* Pravide more partner opportunities

+ Executive sponsor enroliment

Business Goals

Fyoo FYo1 FYD3
Market Share
«Legal penetration 30% 31 33
Deployment
+%LORG on current 30% 70 70,010
release
Support (99%)
-Resoive Sev A QFE | 5days 5 days S days
-Accept/ Reject QFE | 2 days 2 days 2 days
Expenses
Direct Oper. Exp. $220M $267M $345M
*Year-end FT Heads | 1,529 1.729 1,729
+§/Head (Regular) $120,597 | $ 125,815 | $138,942

Organizational Goals

« Organize team around delivering NGO (March)
+ Maintain current relative OHi (working across
teams will continue to be an issue}

- Dramatically improve campus recruiting situation
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DREAMS: WHAT THIS BUSINESS CAN BE

- Office10
- Product Ses Office 10 Values in Appendix (see hitp /ioffice 10/gvarview/Qffice 10 Values htm
-~ Business

+ Registration wizerd, bma interval purchase, retum SKUs to Offics “ctasaic”, do somathing sbout price erosion
+  Investigating other changes 1o upgrsde pricing policiss
* Next Generation Office (NGO) (see hup://office 10/overview/ngo. htm)
- Product
+ Revolsonizng the experience (50% of our effort) Rnwry and deiiberaiely :ransiton Office o the "Next Generation™ combinaton of product,
services, 3nd servers Lo provide the nwinet User Ex ipenence. The key lo NGO will be defiring an experiencs that people jusi “have © have”
and making it indiapansable 1o getng wark done s the intemet age
ln-gumg feadback (30% of our sffort) Fnulmvyw mote use rom our best work, sooner, by nuumg an ongoing busmess relatanship with
ading adge customers. We want to provide customers with an ongoing end sver-mproving Office sxperience. We can do this by having a
mgm. aniLity ralabonship with them and by canstenty luning the product 1o mest the needs of the masket
+ Guarding the core (20% of our affort). Appropriately susimn the absclulaly assential care of ur Office fuite 50 Tat we can coninue o
encourage our exsting Enwerpriss Agrsement model which will provide the bulk of revenues lor the foreseeable kitre Wo must measure our
investments in architactursl festures that will lake mulliple milesiones.
» Koy NGWS tachnologies: extending passport, calandsrng, hard drive in the sky, presence, instant messsging
~  Business
Maintain volume fcenang
Transiton percentage of cuglomer base 1o monthiy model Cur dream the retwt Office CO iv free but useless wio service
- Chatienges
+ Grawing ekiis needed 1 deveiop sarver-side Softwars, run an cperatons-focused Susiness, shorker produc! Cycles
Avaiding product deveiopmant “momentum” and doing Office 200x. Releasing in 12 montha
Al this while mamainng Office for LORGs
. Our Industry Position
—  Cumenl Percepiions
General. Office s okl worid software. inflection passad if up
Customer "Requirad™ on the deskiop, bul viewsd a3 a Lty where nothing new and interssting happens
Presy: No mnovation in Office since e spreadshest ["which Micosoft didn't even invent)
Quslty raputason is improwing, but base assumption contnues 10 ba buggy biostwara™
+ Competiors Bogus perception thal thero ars none because the caisgory is done  Who are the competitors to worry sbout?
- Office 10 Goals
+ Improves tha perception thal Office is Nt nnovatve by showing end-use! produchity snhancements
+  Raduces view tha: Offica is for "big customers® by enhancing colieborston in pisin smai
~ Home un on improving product quality (na more cormupt gocuments, crash recavery)
-+ End-users (when we can get the word out} thrk Office10 is » big improvemant!
- NGO Goals
« Radicaly change he perception of what it means o use Office
+  Significantly broaden the scope of Office in tha mind of customers
- Alter the andacape for “Windows™ eppicabons in the markeplace
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FY01-04 GROUP PRODUCT ROADMAP

»  Office10-—March 2, 2001 (US Pro RTM)
— Vision Areas
+  Office and Exchange for corporate groupware
*  Universal web documents and web sites
+  Collaberative document creation
+ Unlacking data with Office lools
= Nailing the fundamentals
+  Everyday tasks made easier trough innovation
— Shared Bets / Major Dependencies
»  Support Protected Systern Files (dependent on rest of company following this)
» Internet Explorer 5.5, Exchange 2000, Local Information Store
»  Windows 2000 Server, SQL Server (MDAC!)
= Tracking Whistler visual changes
~ Risks and Conlroversies
- Performance on 64MB Windows 2000 machine, performance of LIS
+  Long poles: Local store integration w/Quticok: Desigrer and VST: bug counts for some teams
Requiring Exchange 2000 SP1 and even Mercury
Great Office10 launch
+  Other Releases
— OfficeUpdate ongaing
-~ Office Template Service—6/00
- Office 2000 SP as needed, 12/00 (Office 2000 SR1 released 3/21, SP ~December 2000)
-~ Office10 world-wide release schedule and costs roughly the same as Office 2000
= NGO—No date yet. Trying to plan a 12 month schedule
- Focus of planning
«  Extending the productivity experience to include features office.microsoft com that integrate with Office
Roanung, mability and communication scenarios that benefit from the having an iderntity and storage on
office microsoft com
+ New businesses that extend Office to help you get your work done more efficiently than ever before
+  Enharing our core code in ways that buikl on the first three areas
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COMPETITIVE STRATEGIES

+  Challenge: Which competitors really matter? Which are disruplive? Which are just cool? Which are junk?
«  Sun StarOffice
- MAJOR competitor w/ major investment from Sun
~  StarPortal perceived as “intemet” when Office is not
~  Nearty 3 world-class progduct
— Incredible price pressure—How do you compete with free?
»  Lotus SmartSuite
—  Continues % be a witd card
—  Is IBM disinvesting or not? (e.g. Approach just updated)
»  Corel WordPerfect
- WordPerfect still world-class
- Focus is on building a complete Linux Suite (e.g. bought Fractal Design)
~ Wil also be free, supported by advertising
»  AOL
- Atrisk to license web-based productivity, distribute on AOL CD or via broadband
- Relationship with Sun and possible distribution of StarOffice
Type of Competitor Examples
Traditional Suite / App Office 97, Office 2000, StarOffice, Lotus SmartSuite, WordPerfect Office,
Lotus Notes, DreamWeaver, FileMaker
Web-based productivity StarPortal (hosted traditional suite), HalfBrain, mywebOS, iAmaze,
FlashBase, AnyDay, TeamOn, Desktop.com, free mailboxes w/web
clients
Adjuncts o productivity Lotus QuickPlace, eRoom.net, HotOffice, WebEx, Visto, Lotus Notes,
PlaceWare, NetPodium, FireDrop Zapplets, Evite, Mambo, SeeUThere,
jFax, MSHOW
Office-related content SmartOffice
New suite applications ThinkFree
Synchronize with Office Patm Piiot, Yahoo mobile
Services GuruNet, FlySwat, Octopus, Yodlee, eStamps, hard drives in the sky
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HOW NGWS MIGHT AFFECT OUR STRATEGY

* Potential Dependencies
— Passport
» Logon and authentication of services (need APIs and client-side code)
"Registry”
Additional meta-data storage (templates, “biobs™, etc.}
- Easy switching of identity without “logging off”
»  Personality variant for an individual ("Home”, “Work™)
Connection to product registration

~ MSN
- Site statistics
+ HotMail and access through Outiook
- Calendaring and Contacts
+  Communities
« Hard drive in the sky
- BPG
Billing and sign up infrastructure
- AP!
- What APIs will exist that span client and server?
» Potential issues
-~ Complexity!
- Major investments in “traditional Win32" that cause Office10 to look/behave “oid”
— Need to re-plumb existing features Where is our programmability investment heading?
— Development efforts that take more than a milestone for NGO
— Relationship with/to NetDocs
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HEADCOUNT SUMMARY

'HEADCOUNT SUMMARY for Dev & End to End

FY00 Current {1} EY01 (8/30001)
Reguier Other Total Regular Other  Total Change
Fhed w3 Rev &%
{2, Open Rev App Filed Posns Fitad Jure X App  Posns  lune 3 Yiiyr LY
Devselopment ;2 415 2 13 38 428 42¢ § Lk<] 5 1%
Test 501 el 535 128 126 827 681 986 L 674 13 sl
Locaizabon R Y 195 54 54 n 249 207 6 w7 1 »
[User Assistance 0o na 3 3 13 s 123 Tt 2 "
Program Management PEUN ] 2% 10 10 %63 26 n Q2 27 1 b
Mtg (Biz Dev} B4 k] 0 [ s kT [5] [ 5] 4 0%
Sales & Support & Ops 0 1 [ a 1 ' 1 o 1 2 o
anagemenvA dminisiraive 4 58 ’ 10 L-IT-") 5 LU TF] -4 2%
Web Contenl & Publshing ooe 0 o 5 [ [ 0 0 0 2
Stevesi/Office 1810132 1643 %3 344 1774 1987 1729 28 197 20 h
(1) as of 4730

(2) Errployees on board +accepied offers

“Note: Juns FYOD is currently 20 over NTE dus to East Asia C5...NTE for FY00 and FYO1 is 1967. The -43 change in MgmtiAdmin reflects the
redeployment of Opan CS from abuffer to actual job functions.
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FY00 AND FY01 CONTROLLABLE EXPENSES

Controllable Cost Statement

Regular staff expense growth can be
attributed to a plan to hire 141 new hires and
59 WFP hires in FY01 (2 YOY growth of 112
hires) combined with an increase in salanies
of 8%. No new heads, just filing existing
openings.

Lab expenditures: In FY0O, we invested in
the i

[

Eetoread { ez ntrom

Mark.ting

Vourr

ot G

Bueddood et s g frg

Feeple
Reprlae

Nafredrucinre

126,887 131281 3% 150,882 23.925 19% of labs across the
17,966 8987 3% 17218 %) ) ‘ . Currentty we have one test
P 10,516 10,670 , 10516 o0 1ab for all fons and
2097 277 5% 2097 ow|  shared feature test teams and one
38487 3160 13 33 887 5000 17%|  consolidated build lab, both miror the “office
pipe” process and 100l changes for Office 10.
There were upgrades mace in these labs in
12,000 21368 44% 44,303 32383 TR an effortbp increase throughput and expand
12630 226% e 5000 14,639 % | 3 more efficient performance benchmarking |
- lab. |
P s Comtrinbde Upaer timg, € pemaét 220,991 250,902 12% 266,982 45991 21% | ‘ Product Development. growth is attributed
1 to the re-licensing eflort of localized Proofing
Is for 1 23.5m of the t
t Fored 49823 58.944 15% 51.877 2054 4"'.} ;opae;k,lﬂm arou :Ianned for ;Vg:a:spft?r
270815 109,347 13% 318,859 48,045 Tsw  Inteflectual Property Payments. i
1 growth is [
| the Office 10 launch year. The costs cycle
! avery two fiscal years in general, and we are
¢ approximately 18% while increasing both the
=l wot 15 localized (46 or 26%) as
—— 1483 1.536 I 1639 156 1% el as the total number of words (Sofware
Cont Poe Houd 95709 v3.880 iy 162191 5,493 79«.% growth 200k words and UA grawth 1.2m
e 2 =z e = ETHEF :‘:’::t'm decline represents the movement
5 » o, N N Il Vel
Comr Por Horud 3R17S 61 205 % 63.205 030 9 of execulign to the US Subsid|ary N [
Toom He” 1800 TOOR 1M 1916 [32] T% m—w
o P oo 233 6.3% 5 262 R s,
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CRITICAL TALENT AND PEQPLE STRATEGIES

Less turnover at high levels during NGO than Office10

MICROSOFT CORP CONFIDENTIAL

OHI Score [Access PaHough, MichY_ DrewWa. AndrewM I
lex Scri AlexMo, AndyAb, BenE, MNassiri, ChauV.
OHI-S Score 73 (MS=89, Offics FY99=71) NS | Complex Scripts >
AymanA, Mrashid
& | Clear understanding where my Division fits | 94% | 84% Prawing RobP3, HowardCo, BakulP
S | | work towards clear goais 88% | 81% | - - ~—
End-User Prod. RandaliB, JeflJo, JeffreyK, JulieLar
& | Appropriately involved in decisions 86% | 75% el ToNa Gt a MT -
@ | Good coordination between warkgraups | 42% | 36% :y  Z9, Andyboe. Temen |
® | 1 am satished with workfe balance 3% | 35% Lad Crautey. BenCan, ChParker ;
® | Clearly see oppartunities for career growth | 53% | 56% Eundamentals RossS, Ericlev, BevS !
Marketing KenMy, BobOb. Johnva
Retention (Atirition: FY99 10.5%, FY00 9.3%) Office Update | JZanni. FuYaul. LuannV. TayCo
Outiook RobP, KayW, MartinSt, WillK, SWells, DanietK,
Movement INBOUND CUTBOUND Pgmcar g)awdHaarll, JayA«!J ane
Hiras = XforIn | Terms . Xfer Qut Prod Plan / Bragwe, DebbieCa, MTlilburg, MikeAng, '\
Y99 (+18) 168 83 122 93 ign { CTumer, CKonrad, RozHo, JoleneC
Programmability , . Donmt,
FYOVTD(e48) 202, 61| 109, 108 < Zeke, AnandaG. Donjt. Laurend |
Departures (21 at lovel 63+) PowsrPoint HannesR, EuniceY, BrendanB I
Retire: andersk (d), paulwi (t), tuann (d), wesc (d), davebar ﬁ% ?gﬁ‘ext’;ﬁg:;‘f::goh' Mikekel,
{1), chucko (1), bartieyh (t), kirstye (m), aurabur (1) . -
+  Startup: ebbea (pum), pelewu {p), jkazman (p), alanra (p). stain. Engr KAnder. PatMi, RobH
georgeme (m), anilm {t} Text Services JimO, ENK
Recruiting {as of 5/1/09) Web Compnts. | AmitD, MikeCoul, DuaneC. JCahik |
- 78campus (21 SDE, 33 STE, 22 PM, 2 MBA) (®) Wi ADID, RohtW, Ruseelw, T ™
132 {44 SDE) interns across Office @, something fishy...) et N::;,j,,,,o  RussellW. TaraRa, Markete. ‘
« 1level63 SDEE hire (Text Services) Web Docu VireLuce. S, DaveBy, Mandirav !
FY01 Organization/Feople Goals - - -
More involvernent i planning across the board for NGO Word Markial, NickBo. ChdsPr. ErcFox, SteveRa
+ Broad push for campus recruiting, incl. GMA/P/Directors Worldwide (Loc / | JDouglas, Marchi, liseN, DianeMal, PaticMa,
. Everyone must have 2 succession plan UA(EA) g:r:"’:y: dinzséz:s&?\"i?n;gg( HankDu.

Shared Feature Yeams
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ISSUES FROM FY 00 BUSINESS PLAN REVIEW

» Issues Raised
- Shouid Office Web Components be free? (No)
— Improve our story on annotations! (Interlineations in Word / PowerPoint)
- Make more efficient use of our development time! (Improved B-T-R)
~ Integration with NetDocs? (open issue(s))
— Should PhotoDraw be in SBE and general issues with SKU strategy? (No)
~ Improve the relationship between Access and the Designer? (Uncertain)
- Issues around Adobe Acrobat? (Planned on XMF, change of plan 4/00)
+ Some Scorecard Issues
—~ Tom Austin metric still to be seen, strategy works, but timing and
performance remain to be seen
— Walt Mossberg metric looks achievable based on 5/4 meeting
—~ Corporate reporting metric on the upswing, working with SAP
— Fundamentals metric looks very good, performance work remains
— OS Redistributables still on track (lots of work!)
— Did not create customer-ready compelling futures presentation, though
created NGO memo and protosketch
— Improving external partners through OfficeUpdate partners

— Out of the box solutions looking good though still need access to corporate
data to full realize benefits (i.e. digital dashboard)
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HEADCOUNT: DIVISION BY STEVESI DIRECT REPORT
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HEADCOUNT: WFP SUMMARY / DIVISION BY FCN/LEVEL
WFP SUMMARY AS OF
Product Unit Manager Original Adjustad New Approved Hired as of 4-30 Rcmalnlnq'

Office Marketing  Krawczak. Joseph M 5 5 1 4
ExcelAccess McAnift, Richard J. 3 3 3 0
Office George, Grant N.W. 5 6 1 5

Kwatinetz, Andrew L. 1 1 0 1

Leblond. Antoine J 4 4 0 ﬁ

Sheldon. Elizabeth Jeanne 2 2 0
Office Localization  Qlund. Jeffrey K. 69 18 84 39 43
Office irteand Qlund, Jefirey K. 12 -1 61 35 2
Qutiook DelBene, Kurt D 12 12 7 5
Word/PowerPoint  Harteneck, Ralf 16 16 4 12
Frontpage Schulert, Andy 1 1 0 1
Grand Total 191 4 195 90 105

ki

Test 3 50t

Localization 178 0 ¢ 171

|User Assistance 103 4 4} 103

‘Program Managemert 223 26 4 253

| Marketing 30 4 1 35

| Operations 1 0 0 1

A g /i 37 10 7 54

Grand Total 1,366 117 28 1,511
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NOTES: CONTROLLABLE EXPENSES

F

+  Total Forecast spend for FY01 = $319m

Total Forecast spend for FY00 = $270m, Full Year plan $310m, savings of $40m or 13%.

YOY growth = $48m or 18%; Major YOY Drivers:

- External Localization increases $32m, represents 52% of the tolal growth (after

backing out mktg. decline)}

—  Payrall increases $22m, represents 35% of the total growth (after backing out mktg. decline)

- Product Development increases $5m, represents 8% of total growth (after backing out mkig. deciine)

—  Marketing $15m decrease due to movement of US execution marketing dollars.
CPH FY01 Growth: Regular 6.483 or 7% (increase in payroil & payroll tax)
CPH FYO1 Growth: Other 5,030 or 9% (increase in rates - total dollars decrease by 4% as
CS decrease overall due to WFP).
External localization increase can be attributed to Office launch...see next slide for details.
Payroll increase can be atiributed to the 8% salary increase for BD's and an increase in
regular heads as we grow towards our NTE (total forecasted hires for FYO1 is 200 versus
FYQO hires of 88).
The increase in Product Development can be mainly attributed to Proofing tools contracts
($5m) that have expired, and Office must renew to include in next localized version.
Product Dev expenses for FY00 = Inprise (Borland) $20m; Lermout & Hauspie Speech
$3.5m; Datavitz $1.8m; Proofing Tools $700k; and Office Update Content $500k; Other
$2.3m.
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NOTES: EXTERNAL LOCALIZATION

Office 8 to 10 comments:
8% growth in localized apps.
[Office 9: 175 applications loc'd

(Office 10: 221 applications foc'd (+46 loc'd apps) = 26%
In addition, applications are growling in size :

Software 700,000 to 800,000 worts thal need translateddoc'd (mostly auto transiated)

UA 4.3m words to 5.5m words

FY1939 11 langs

FY2000 10 langs
7 langs

FY2001 12 langs
18 langs

e Update comments:
locatization of shell and limited content
locatization of sheill and timited content
locahzation of shells, content {articles & downioads (appiettes))
locatization of shell and imited content
localization of sheds, content {articles 8 downioads {applettes))

**Previous Joc'd content still have growth in the following year due to richer content acquired.
"*Need to maintain localized content to increase overall iraffic. ..PD is for purchase of local content

Al

External vendor spend YOY

[ 1y
MediaStors 466776
omce 26,969,474
Ofice SR 171,154
Offce Update (Int) 519,107
Patches (8 apps) inot tracked)
Proyect 2568
MacOfics: 1.044 523
MAP! work ot tracked)
Project § SRt inot irncked}
[Office Passpot Pack
[Outock Tesm Folders <
PhotoDraw 2
East Asia prod dev (Office 37. Window: 68,583
Outiook 38 732,144
Easl Asia Request
Totals 29,974,329

117418
1,166 404
1.086.786
2,138,190
18,120
2117685
265562

150,000

15,200

248,677
1.031.909

8355924

1531020
28.323.300
500.000
5.163.255
18,100
934,591
1,465 835
413125
330,000

5639 159

44,383 384

Ho2 Office Growth wioul Ensia "
4,789,970 4977391 18%]
2.354 089

7.144.058
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OFFICE10 SKU COMPONENT / ALIGNMENT
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* Launch pius 120 days only / Final pricing TBD
** FPP media ngt fo be used for client instalils with an Open License purchase
“** SB Tools for Pro cusiomers - On-Line defvery
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**** Separate media for each sku
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OFFICE10 ENTERPRISE/RETAIL FEATURE SPLIT
Feature Retail | Entrp.
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OFFICE REVENUE - Status Quo

Revenus Growth Office Suite Revenue Growth
Office Sutes  $6.351 57.189 $8,007 $8.169 $8512 13% 1% 2% 4% EARevenue $553 '§765 - -
Other 398 369 355 369 402 T%__A4% --4% - 8% Non EA Revenue 2285 E:_! §§9 !357
Total 749 $8,362 $8,538 $8,914 12% 11%_ 2‘/: 4% TYotat 838 5818 $162 $343
Office Suite Revenus FY01 Ofica Sukts Revenus Grow th ($518m) ¢
A s9.000 - 00 c|
A . S —
$8.000 $700 4
$7,000 1 $600
$6.000 | $500
2 ss5000 2 3400
3 2 5000
=E $4,000 i
$3.000 $200
$100
52300 s
$1.000 £ g B H
N o $0 - TP S SR S B |
$200 4. .34 3 5
FYs7  FYS8  FY9s  FYOO  FYO1  FY0Z  FYO3 3 3 < ¥ ;

MICROSOF T CORP CONFIDENTIAL N FOR INTERNAL USE ONLY

HIGHLY
CONFIDENTIAL




OFFICE REVENUE - Price Level

Sultes
FPPIMLP
Open
SelectOther Lic
Academic
PIPC
OEM-Retait
OEM Suites
Other
Non-Annuity Suites
Maintenance
EA
Academic
Annuity Total
Total Suites
[Standaione/Other
Online
Total Office $5,749

<FPP decline offset by Office 10 launch in FY02

*Open revenue continues at current growth rate as we continue to make ground in penetrating the
SME space

Select / Other driven by (run rate licenses / (PCIB-EA Coverage))
~FY00 18.5%, FY01 17.7%, FY02 17.4%. FY03 18.56%
*PIPC growth maps directly to Japanese PC shipmeni growth less price erosion (5% annually)
+OEM revenue stagnates with continued pressure from cheaper alternatives
«No ESL/ASP revenue included
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