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WORDPERFECT CORPORATION 303

QUARTERLY PRODUCT REVIEW - WORDPERFECT FOR WINDOWS

MARCH 31, 1994

L. Key Objectives and Strategies
A. Summary of Key Objectives and Strategies from 1994 Business Plan

Microsoft Windows is currently the fastest growing operating system in the world today. To
date, Microsoft Word for Windows has outsold WordPerfect for Windows 2 to 1. In order to
reverse this trend, we must focus our marketing efforts and dollars on our biggest asset; our
WordPerfect for DOS users base. However, we must also continue to strengthen our
growing WPWin user base, increase our share of new users in the ever-expanding Windows
market, and gain the attention of competitive word processing users. To this end, the
WordPerfect for Windows marketing team has highlighted the following four key target
markets for 1994

1. WordPerfect for DOS customers moving to Windows
2. WPWin users wanting the latest Windows technology
3. New users of Windows word processing software

4, Competitive word processing users

All strategies outlined in our 1994 business plan center around impacting these target
markets. With this as our main focus, we have established four main objectives to
accomplish in 1994. They are:

1. Maintain our WPDOS users as they transition to Windows

2. Ensure the timely release and successful positioning and promotion of:
a) WPWin 6.0a
b} WPWin 6.1
¢c) WPWin 6.1 32-bit (Chicago and NT)

3. Achieve 1994 North American revenues of $206 million

4. Achieve 1994 North American market share of 50 percent

B. Results Against Key Objectives and Strategies for the Quarter Ended March 31, 1994

In 10, 1994, we focused on laying the foundation for achieving the goals and objectives
outlined above. Key objectives met in this quarter included:

1. Maintain our WPDOS users as they move to Windows
a. Launched new Document Processing advertising campaign
1. Positioned WPWin as the world’s first document processor
2. Highlighted the transitionary tools that make the move from DOS to
Windows easy and worry-free
3. Promoted the Easy Move Program
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2. Ensure the timely release and successful launch of WPWin 6.0a
a. Prepared the press and public for the upcoming WPWin 6.0a interim release
b. Sent Beta software to over 80 large accounts for testing and feedback

C. Expected Results Against Key Objectives and Strategies for the Quarter Ending June 30,
1994

The key objectives outlined in our 1994 business plan will be met in 2Q, 1994, as we:

1. Maintain our WPDQS users as they move to Windows
a. The Perfect Upgrade summer promotion and ad campaign
1. $99 upgrade price to WPDOS users
2. May 2nd - August 31st , 1994
3. Provides strong incentive to upgrade now
b. Direct Mail - over 725,000 mailers to targeted user base
¢. Random House Dictionary BRC - placed in current WPWin 6.0 ads
highlighting $99 upgrade price to WPDOS users and discount on RHD
d. Press Releases highlighting interim release, transitionary tools and 0S/2
Integration Tools disk
2. Ensure the timely release and successful launch of WPWin 6.0a
a. WPWin 6.0a masters to manufacturing on April 22, 1994
1. Interim free to registered WPWin 6.0 users
3. Achieve North American revenue totals and market share outlined in business plan
a. Channel push - Buy 3 Get 1 Free deal
b. Direct Mail - over 725,000 mailers to targeted user base
c. Point-of-Purchase materials - endcaps (150 outlets), laminated brachures
and pocket rocket to 1750 resellers
d. Random House Dictionary BRC - placed in current WFWin 6.0 ads
highlighting $99 upgrade price to WPDOS users and discount on RHD
e. Press Releases highlighting interim release, transitionary tools and OS/2
Integration Tools disk
f. FAX attack to channel and large accounts

D. Proposed Changes to Key Objectives and Strategies

The objectives listed in the 1994 business plan have not changed since its original writing. If
anything, given the current market situation and increased competitive pressures, we have
been reminded of the great importance and competitive advantage we hold in our WPDOS
user base. It is vital to our continued success that we do not lose these customers to our
competition. The only strategic adjustments to the business plan was the addition of the
new summer promotion, new advertising campaign and FAX blitz, all of which were
introduced to:

1. Build upon our strategy of keeping our customer base loyal
2. Provide a strong incentive for WP users to upgrade now
3. Promote positive messages such as:
a. brand equity
b. best-selling word processor of all time
¢. best support in the industry
d. best new upgrades
4. Counter Micrasoft’s misleading advertising campaign
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il. Sales Results for the Quarter Ended March 31, 1994
A. Sales Results for the Quarter Ended March 31, 1994

Although the quarter began slowly, both February and March totals were above forecast.

Budget Actual % Budget. |  Actual %

$14,411,000] $8,898,984 | 62% $15,895,000f $16,920,245 | 106%

Budget Actual % | Budget Actual %
$13,855,500 | $14,522,785 | 104% $44,261,000] .$40,342,014 | 91%

The revenue figures above represent forecast vs. actuals for WordPerfect for Windows in 1Q,
1994. The most relevant sales trend observed in the first quarter was:

1. Low overall unit volume, high ASP (see chart below)
a. Lack of WPWin Upgrades sold (see chart below)
b. Majority of packages sold were retail SKU

D 8 Lo
Forecast Actual ASP
421,000 296,000 136.00

1 Quarter | 2 Quarter
WPWin 5.1-5.2] 16.00% 33.00%
WPWin 5.2-6.0 15.70% 4.00%

*Historical and industry data indicates that the second quarter after a version release (WPWin 6.0
was released in October, making Jan-March, 1994 the second quarter after shipping) is when the
majority of Upgrade sales take place. On average, approximately 30% of a product’s user base
upgrades in the second quarter. To date, only 4% of our current user base has upgraded.

B. ~ Internal Issues Affecting Sales for the Quarter Ended March 31, 1994

The biggest internal factor affecting sales in 1Q, 1994, was the delay in shipping the interim
release of WPWin 6.0. The interim was first scheduled to ship in February of 1994. Other internal
factors affecting sales in 1Q, 1994 were:

1. Channel told to manage inventory of WPWin 6.0
2. Perception of WPWin 6.0

a. Size, speed, reliability

b. Issues/problems
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¢. Hardware requirements
3. Release date of WPWin 6.0a slips
4. WPCorp announcement of fee-based customer support

C. External Issues Affecting Sales for the Quarter Ended March 31, 1994

The marketplace continues to become more and more aggressive in persuading our DOS user base
that now is the best time to make the switch to a new Windows word processor. Some important
external factors that affected sales in the first quarter of 1994 were:

1. Release of MS Office, version 4.0 (claiming 2 million copies sold)
2. Microsoft channel push (Buy 3 get 1 free)

3. Hardware requirements

4. Continued suite growth 1Q, 1994

5. Perception of .0" release

D. Internal Issues Affecting Sales for the Quarter Ending June 30, 1994

As the interim was delayed unti!l 20, 1994, the majority of our internal marketing efforts were also
moved. to coincide with the release. The main internal issues that will affect sales in the second
quarter are:

1. WPWin 6.0a ships in early May

2. Channel push - Buy 3 Get 1 Free deal (over $21 million in sales since taking
orders from the channel)

3. The Perfect Upgrade promotion and advertising campaign kicks-off in May in
print, newspaper and radio

4. Direct mail piece to over 725,000 users offering upgrade price

5. Windows Direct mailing to over 500,000 registered Windows users

6. Point-of-Purchiase materials - endcaps (150 outlets), laminated brochure and
pocket rocket to 1750 resellers

7. Random House Dictionary BRC - placed in current WPWin 6.0 ads highlighting $99
upgrade price to WPDOS users and discount on Random House Dictionary

8. Press Releases and upcoming trade shows

9. Restarting free, 180-days customer support

10. Potential OEM contracts

11. Announcement of Novell merger

12. Announcement -of new Perfect Office suite

13. Stock swapping and product returns

14. Overstocked channel as a result of heavy May buy-in

E. - External Issues Affecting Sales for the Quarter Ending June 30, 1994

External trends seen in the first quarter of 1994 continue to affect overall sales, as does:

1. New Microsoft ad campaign begins heavily in USA Today and Wall Street Journal,
offering Word for $99

2. Announcement of Novell merger

3. Continued suite growth

4. Slow summer months for sales
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lll. Operating Expense Results for the Quarter Ended March 31, 1994

A. Operating Expenses Compared to Budget for the Quarter Ended March 31, 1994

As the majority of our marketing efforts for 1994 were pushed back into the second
quarter, 1Q operating expenses were well below the original budget (see table below).

Budget Actual +/- variance
Total Overhead | $1,494 608 $747 445 -50.0
Total Expenses | $1,619,732 $906,865 -44.0

B. Reasons for Budget Variances for the Quarter Ended March 31, 1994

Throuyii 1Q, 1994, marketing expenses for WPWin were 44% of budgeted figures. Top
reasons why we were under budget include:

1. Moved advertising dollars to coincide with interim release

2. Bumped direct mailings, POP and BRC into 2Q

3. Held reprint requests for WPWin 6.0 brochure until 6.0a was printed in April
4. Less travel than originally planned

Since these efforts were rescheduled, we will be re-allocating the monies that were not
spent in the first quarter to 2Q, 1994.

C. Issues Affecting Operating Expense Budget for the Quarter Ending June 30, 1994

While the majority of our marketing efforts-haven’t changed, we will be reallocating various
funds to the 2nd quarter of 1994, specifically to include monies for:

. Funds for the new Perfect Upgrade promotion and ad campaign

. Additional travel

. Channel push

. New channel and trade show events (Solutions ‘94, Software Spectrum Seminar)
. Increased COGS due to Buy 3 Get 1 Free deal

. Increased COGS due to returns of WPWin 6.0

. Increased COGS due to shipping-6.0a free-of-charge to registered users

. Compensate for 180-day free support

. New marketing promotions (Buntings’ Windows, Legal vertical ad)

- Reduced COGS due to lower package parts in all WPWin SKU’s (savings of
approximately $3.62/SKU; monthly savings = 100,000 * $3.62= $362,000/month)
10. Reduced COGS due to shipping reduced span set of 7 disks to registered users
(savings of approximately $4.50/disk-only package)

CoONOOOPLWHAN

IV. Summarize Changes to the 1994 Calendar of Events

The only changes in our 1994 calendar of events include:

1. Eliot" 16-bit is scheduled for a late 3rd quarter release as opposed to August
2. The 32-hit version of Windows (Chicago) questionable for 1994 release
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QPPR / Business Applications Group
Product Marketing | Development
=
WP DOS Rich Running Bruce Brereton
John Gay
Gary Gibb (WP Engine)
WP WIN Todd Titensor Steve Weitzeil
Macintosh Roger Bell Tom Sanders
UNIX/VAX Brent McKinley Ken Lawrence (UNIX)
Ken Klinger (VAX)
Presentations Shirley Chu Shawn Reid
Suites Scott Nelson
Tapestry Alan Brown
Eric Meyers

CONFIDENTIAL

NOV 00069951



Case 2:04-cv-01045-JFM Document 303-4 Filed 11/18/11 Page 7 of 9

.uw: m& Mﬁ«««gwﬂw A
0 A 2000
"9 »\&\s&
217" x\@ ]

(\
) 1o \QMT ~ Mo
\\“\I} AKDHZA,\S DN q.ﬁ*l&*@& +)~
. 55
5 2 <D
- $rs T
o,% o .OJ
S‘Ja\o
§x<§ e 7]oym g—m?N ?r)oo:&
(\\.CS(s QJQY oy T QAN 4 Vs o SNSM 240 QDN% o Su\y
(eos®) ] [ (ozss) 111 iszeis [ oze'lzs |
!
(eel'zs) |/ {svaes) |/ {soe™ssT Zev'ars)
(L2e9) (60€$) (ezi'es) (oet'v$)
(£2L9) (5129) @L19) (evs'Le)
(zs6$) (1veg) r1$) (1e0'2$)
(8i8) (vsg) (119) q « Y yerorar {(00L$)
(Zo1$) (06v$) (e01$) floyora+ e~ oat Wi (206$)
(103) (ese) (608'$) ms;x ofrout (LLL'6S)
XX 1b 0€2'CS 98$ Y4 YL esl$ (31} 955'0Z$ otL$ 962 Zreors
00L$ =14 605'7$ 9.$ Ly Gii'es o0L$ 99l svs'lLe soLs Lzy L9Z'vv$
v8s 14 260'v$ LTL$ ol 1€0'2$ 891$ €eT evv'ics 601$ Loy s8L'ers
dsy | SiNn | s¥viiod dsv | SUNn | suv1i0Q dsy [  siNn | suvTioa dsv |  sLNn | suviioQ
XINN dM OUN dM SO0 dM SMOANIM dM
Wd eZZL
re-udy-92

TIVILN3QIZNOD NOLLYYOJYOD 103483d40¥0M

VORIZNY HLYON - NOLLNBIYLNOD 10NQ0¥d

ISNIdX3I B S1SOD IVLOL - IVNLOY ¥661 LD

1H0ddNs - VNLOV v66) LD

OOTIV LS31 2 13A30 - IvNiOV ¥66L LD

193¥I0 Ls31 B 13A30 - VNLOV ¥661 LD

207V LIMUVYW AO¥d - TVNLOV ¥66L LD
15310 LINYYIN JOY¥d - TYNLOV P661 LO {0
$3TVS 40 LS00 - TVNLOV v661 LD ~ 4

VORIZNY HLYON - SISNIdX3 ® S1SOD

.ﬂuwo YooYt w WNLOV 66t LD
139odng vesl LD
IVYNLOV €661 LD

VOIIWY HLYON - S3TVS

(dSV 1d29X3 ‘SANVSNOHL NI)

SNOILYOTddV SS3aNISNE

661 HOYVI

M3IAZY 10NA0Ud ATRIZLHVYND
NOLVIOOD LO3NIdAQUOM

NOV 00069952

CONFIDENTIAL



ase 2:04-cv-01045-JFM Document 303-4 Filed 11/18/11 Page 8 of 9

C

| SGbs ] L (eo9'ts) | [ X3 ] | (Biz'1s) |
tagz'es) (zeL'2$) (201 $) (rar'L$)
0$ (gess) 0$ (e0zZ$)
(G218) (9519) o$ (ozss)
(0ezs) (ce69) os (g898)
(669) (ree) - o$ (0%)
(9683) (s12¢) os (19)
(958°19) (89z$) (zo1$) (¥s$)

zees 1 Ll'es €0L$S 4% vEL'LS 998 L 65v$ 4% [4 w#u,»
VN 0 s m oLL$ 9z 598'zs 2918 74 122'vs 00L$ o4 005'2$
YN 0 0% LELS €l 90.'1$ [444 Y [4 £60'L$ GELS 14 LyS$
dSV | SiUNN | suviiod dsv | siinn | sdviiod dsv | SLUNn | sdv1iog dsV | siiNn | suviiod
S3LINS NIMISOQ S38d WIH10 oM SWA dM

Wd 221
ve-idy-9z

\\I.\\\d@ SQ&T: ‘a«?\_\_Jm WSJC&

IVILNIAQIENOD NOLLYYIOJUOD 1034¥3d0HOM

VORIIWY HLYON - NOLLNGINLNOD LONAOYd

3SN3dX3 8 SLSOD V1Ol - IVNLOV 661 1O
L¥0ddNs - IYNLOY ¥661- 1D

D07V 1831 3 13A3A - IVNLOV #661 LO
10313 Ls3l 2 13A30 - IVNLDY ¥661 LD
DOTIV LINYVYW AOHd - TVNLOY #g_w 10
1O3¥IC LIMYVIN AO¥d - VNLOV ¥661 LD
$37VS JO LSOO - WNLOV ¥661 LD

VOIRNZINY HLYON - SISNIJX3 B S1S0D

IVNLOV ¥661 LD
1394ang v66l 1O
IvNLOY €661 1O

VORIIWY HLYON - S3TvS

(dsV 1d39X3 ‘SANVSNOHL NI)

SNOILYO1ddV s§aANISNg

v66lL HOUVIN

MIIATY 10NA0Yd ATILYVNO
NOLYIOd¥OD LD3HIdaqHOM

NOV 00069953

CONFIDENTIAL



Case 2:04-cv-01045-JFM  Document 303-4 Filed 11/18/11 Page 9 of 9

216'0eS | | ZrLs ]
(9L1'0¥$) (L¥$)
(029'8$) 0$
(bys'v9) 0%
(186'68) 0$
(goes) 0$
(c8L'2%) 0$
(0o68'21%) (Z¥$)

X753 905 £60°L.S G6$ F2 681$

Gol$ 0sL 910'6.$ VN 0 0$

LeLs orL G/g'16$ G8% 8 8.9%

dsvy | sinNn | suviioa dsv | silnn | sdviioa
Sddv SSANISNY V1Ol d3Hl10
Wd 62:21
y6-4dy-9Z

AVILNIAIEINCD NOILVEOJHOD 103443ddHOM

VIOI¥3INY HLYON - NOILNGI-ILINOD 1ONA0¥d

ISNAdX3 8 S1SOD V1Ol - TVNLIV ¥661 vG.
1d0ddNS - IVNLOV 661 LD

00TV 1S3L ® 13A3A - TvNLOV $661 LD
103¥1d 1S3l ® 13A3A - TVNLOV veél LD
Q0TTV LIXNIVYIN A0¥d - TYNLIV v661 LD
1030 LDIVIN QO¥d - TVNLOV ¥661 LD
$3TVS JO LSO - TVNLOV 661 LD

VYORISWV HLYON - SISN3dX3 ® S1S0D

IVNLIV ¥661 LD
135an4g v661 LD
IVNLOV €661 1O

VORIGWY HLYON - S3VS

(dSV 1d30X3 ‘SANVSNOHL NI)

SNOILYO1ddV SSANISNE

661 HOMVIN

M3IATY LONA0Ud ATHILAYVND
NOLVYOd¥0D 1L03NIJdAHOM

NOV 00069954

CONFIDENTIAL



