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          1                      P-R-O-C-E-E-D-I-N-G-S

          2             MR. HOUCK:  YOUR HONOR, MAY I DRAW NIGH BRIEFLY?

          3             THE COURT:  SURE.

          4             MR. HOUCK:  I WANTED TO TELL THE COURT I HAVE TO

          5   LEAVE EARLY THIS MORNING TO GO BACK TO NEW YORK.  I'M ON A

          6   BAR ASSOCIATION PANEL TO WHICH I'VE BEEN COMMITTED FOR A

          7   LONG TIME.  I WANTED TO INFORM THE COURT THAT ASSISTANT

          8   ATTORNEY GENERAL ALAN KESNER OF WISCONSIN WILL TAKE MY PLACE

          9   AS THE LEAD STATE'S REPRESENTATIVE.

         10             AND ALSO AT COUNSEL TABLE IS HARTMAN ROEMER,

         11   ASSISTANT ATTORNEY GENERAL OF MARYLAND.

         12             THE COURT:  OF COURSE.

         13             MR. HOUCK:  THANK YOU.

         14             THE COURT:  PLEASED TO HAVE YOU, GENTLEMEN.

         15             MR. KESNER: THANK YOU, YOUR HONOR.

         16             MR. ROEMER:  THANK YOU, YOUR HONOR.

         17             THE DEPUTY CLERK:  CIVIL ACTION 98-1232, UNITED

         18   STATES VERSUS MICROSOFT CORPORATION, AND 98-1233, STATE OF

         19   NEW YORK, ET AL. VERSUS MICROSOFT CORPORATION.

         20             PHILLIP MALONE, STEPHEN HOUCK AND DAVID BOIES FOR

         21   THE PLAINTIFFS.

         22             JOHN WARDEN, STEVEN HOLLEY, RICHARD UROWSKY, AND

         23   WILLIAM NEUKOM FOR THE DEFENDANT.

         24             THE COURT:  ALL RIGHT.  MR. HOLLEY?  OH, YES.

         25   THERE HE IS.
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          1             MR. HOLLEY:  I'M HERE, YOUR HONOR.

          2             THE COURT:  MR. MALONE.

          3             MR. MALONE:  GOOD MORNING, YOUR HONOR.

          4             THE COURT:  I TAKE IT THAT WHAT IS AT ISSUE NOW IS

          5   A SINGLE SPREADSHEET; IS THAT RIGHT?

          6             MR. MALONE:  IT'S TWO DOCUMENTS, YOUR HONOR.  IT'S

          7   AN E-MAIL MESSAGE, WHICH DESCRIBES --

          8             THE COURT:  YOU HAVE GOT THE E-MAIL.

          9             MR. MALONE:  WE HAVE THAT.  MICROSOFT HAS INSISTED

         10   ON HAVING THAT BACK.

         11             THE COURT:  OKAY.

         12             MR. MALONE:  SO THEY WANT IT BACK.  THEY ALSO DO

         13   NOT WANT TO GIVE US THE SPREADSHEET WHICH DETAILS THE

         14   RESULTS OF THE TESTING RELATED TO PROFESSOR FELTEN'S PROGRAM

         15   THAT SHOWS, AT LEAST ACCORDING TO THE E-MAIL, THAT THE

         16   SHDOCVW.DLL CAN BE SEPARATED INTO FUNCTIONS THAT ARE UNIQUE

         17   TO BROWSING AND FUNCTIONS THAT ARE SHARED FOR VARIOUS

         18   PURPOSES.

         19             OUR VIEW, AS I THINK IS CLEAR IN THE PAPERS, IS

         20   THAT'S PRECISELY WHAT WAS WITHIN THE SCOPE OF THE COURT'S

         21   ORDER.  IT'S TESTING DIRECTLY RELATED TO PROFESSOR FELTEN'S

         22   PROTOTYPE REMOVAL IN HIS TESTIMONY.

         23             HE TALKS AT LENGTH, BOTH IN HIS WRITTEN TESTIMONY

         24   AND ON THE STAND, ABOUT WHAT HIS PROTOTYPE REMOVAL PROGRAM

         25   DID AND HOW HE DID NOT ATTEMPT TO REMOVE EVERY SINGLE FILE
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          1   FROM WITHIN THE DLL'S THAT WAS UNIQUE TO WEB BROWSING, BUT

          2   HOW HE BELIEVED THAT COULD BE DONE, AND MICROSOFT COULD

          3   EASILY DO THAT.

          4             AS THE COURT KNOWS, MICROSOFT HAS TAKEN THE

          5   POSITION FOR SOME TIME, BOTH IN FILINGS WITH THE COURT AND

          6   IN THEIR QUESTIONING OF PROFESSORS FELTEN AND FARBER, THAT

          7   THE VERY SAME SOFTWARE CODE THAT GIVES RISE TO BROWSING IS

          8   ALSO SHARED FOR A BUNCH OF OTHER THINGS, AND THAT PROFESSOR

          9   FELTEN'S PROGRAM DOESN'T REALLY REMOVE ANYTHING.  AND THIS

         10   DOCUMENT GOES TO THE VERY HEART OF THOSE CORE ISSUES.

         11             IT'S THE RESULT OF MICROSOFT TESTING RELATING TO

         12   PROFESSOR FELTEN.  WE THINK IT'S SQUARELY WITHIN WHAT THE

         13   COURT ORDERED.  AND, FRANKLY, I THINK THERE'S NO CREDIBLE

         14   BASIS TO ARGUE THAT IT'S PRIVILEGED, CERTAINLY AS

         15   ATTORNEY-CLIENT AND ALSO AS WORK PRODUCT.

         16             THE COURT:  ALL RIGHT.  THANK YOU, MR. MALONE.

         17             MR. HOLLEY?

         18             MR. HOLLEY:  I HATE TO SAY IT, YOUR HONOR, BUT

         19   LIFE IS A LOT MORE COMPLICATED THAN MR. MALONE WOULD HAVE

         20   IT.

         21             THERE WERE A LOT OF THINGS GOING ON IN REDMOND

         22   BACK IN SEPTEMBER AND OCTOBER OF LAST YEAR.  ONE THING THAT

         23   WAS HAPPENING WAS THAT MICROSOFT WAS TESTING PROFESSOR

         24   FELTEN'S PROTOTYPE REMOVAL PROGRAM.

         25             THE OTHER THING THAT WAS HAPPENING WAS THAT
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          1   MR. ALLCHIN, AND PEOPLE WHO WORK WITH HIM, WERE DRAFTING HIS

          2   WRITTEN DIRECT TESTIMONY.

          3             ANOTHER THING THAT WAS HAPPENING WAS THAT VARIOUS

          4   TESTS WERE BEING CONDUCTED TO EITHER VALIDATE OR DISPROVE

          5   THINGS THAT BOTH PROFESSOR FARBER, FROM THE UNIVERSITY OF

          6   PENNSYLVANIA, AND PROFESSOR FELTEN, FROM PRINCETON, HAD SAID

          7   IN THEIR TESTIMONY.

          8             ANOTHER THING THAT WAS HAPPENING WAS THAT PEOPLE

          9   WERE PREPARING THE VIDEOTAPE DEMONSTRATIONS THAT THE COURT

         10   WILL SEE THAT ACCOMPANY DR. ALLCHIN'S TESTIMONY.  AND, ALSO,

         11   PEOPLE ON MR. ALLCHIN'S TEAM WERE CONSULTING WITH

         12   MR. HEINER, WITH ME, AND WITH OTHER LAWYERS ABOUT POTENTIAL

         13   LINES OF INQUIRY THAT WE MIGHT PURSUE WITH EITHER PROFESSOR

         14   FARBER OR PROFESSOR FELTEN.

         15             THE ONLY THING, YOUR HONOR, THAT IS CALLED FOR

         16   UNDER THE EXPRESS TERMS OF THE COURT'S JANUARY 13TH, 1999

         17   ORDER -- AND I'LL JUST READ IT FOR THE RECORD -- IS

         18   DOCUMENTS AND INFORMATION THAT PERTAIN ONLY TO THE DETAILS

         19   OF THE PROCESS EMPLOYED BY MICROSOFT TO TEST THE PROTOTYPE

         20   REMOVAL PROGRAM DEVELOPED BY PROFESSOR EDWARD FELTEN AND TO

         21   THE RESULTS OF THAT TESTING PROCESS.

         22             SO THAT'S THE FIRST OF THE FIVE THINGS I TALKED

         23   ABOUT, YOUR HONOR.

         24             I THINK THE OTHER FOUR THINGS THAT WERE GOING ON

         25   ARE CLEARLY PRIVILEGED COMMUNICATIONS BETWEEN MICROSOFT AND
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          1   ITS COUNSEL AND/OR ATTORNEY WORK PRODUCT.

          2             THE COURT:  A COMMUNICATION AND A TEST RESULT

          3   PRODUCED BY A SUBORDINATE FOR DR. ALLCHIN.  IS HE

          4   DR. ALLCHIN?

          5             MR. HOLLEY:  WELL, HE DOESN'T CALL HIMSELF THAT,

          6   YOUR HONOR.  HE DOES HAVE A PH.D IN COMPUTER SCIENCE FROM

          7   GEORGIA TECH, SO HE IS A DOCTOR.  BUT, UNLIKE DR. TEVANIAN,

          8   HE DOESN'T INSIST ON BEING CALLED THAT.

          9             THE COURT:  ALL RIGHT.  HE TESTIFIES AT

         10   CONSIDERABLE LENGTH ABOUT THIS PARTICULAR FILE.

         11             MR. HOLLEY:  WHICH FILE, YOUR HONOR?  SHDOCVW.DLL?

         12             THE COURT:  YES.

         13             MR. HOLLEY:  THAT IS CORRECT, YOUR HONOR.  BUT IT

         14   DOES NOT -- THAT TESTIMONY IS NOT BASED ON PROFESSOR

         15   FELTEN'S PROTOTYPE REMOVAL PROGRAM.

         16             THE COURT:  IT'S BASED UPON HIS TESTING OF IT.

         17             MR. HOLLEY:  NO.  ACTUALLY NOT.  IN THIS

         18   PARTICULAR CASE, YOUR HONOR, THE TEST THAT MR. DESOUZA DID,

         19   WHICH IS REFERENCED IN EXHIBIT NUMBER 1 TO THE GOVERNMENT'S

         20   MOTION, WAS CONDUCTED WITHOUT PROFESSOR FELTEN'S PROTOTYPE

         21   REMOVAL PROGRAM PRESENT ON THE MACHINE AT ALL.  THIS IS A

         22   TEST OF A VIRGIN WINDOWS 98 MACHINE.

         23             JUST LOOKING AT TWO PARTICULAR SCENARIOS:  IF YOU

         24   GO TO THE WEB, TO A SITE CALLED MICROSOFT.COM, WHICH

         25   FUNCTIONS IN THIS SHDOCVW FILE GET CALLED; AND IF YOU LOOK
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          1   AT THE CONTENTS OF YOUR C DRIVE THROUGH THE "MY COMPUTER"

          2   WINDOWS EXPLORER WINDOW, WHICH FUNCTIONS IN SHDOCVW GET

          3   CALLED.

          4             THAT IS TRUE REGARDLESS OF WHETHER PROFESSOR

          5   FELTEN'S PROGRAM IS INSTALLED OR NOT.

          6             SO UNDER THE TERMS OF YOUR HONOR'S JANUARY 13TH

          7   ORDER, THIS PARTICULAR TEST CONDUCTED BY MR. DESOUZA IS NOT

          8   RESPONSIVE TO THE REQUEST.

          9             NOW, THE GOVERNMENT ARGUES THAT CAN'T BE RIGHT FOR

         10   TWO REASONS, YOUR HONOR.  ONE, THEY SAY, "WELL, LOOK AT THE

         11   RE: LINE OF THE E-MAIL.  IT SAYS `RE: FELTEN.'"  AND WE CAN

         12   ALL LOOK AT IT.  IT HE DOES SAYS "RE: FELTEN."

         13             THE OTHER THING THEY SAY IS IT SITS NEXT TO A

         14   MESSAGE WHICH TALKS ABOUT TESTING OF THE FELTEN PROGRAM.

         15   AND I ALSO CAN'T DENY THAT, YOUR HONOR.  BUT THE QUESTION

         16   THAT IS RAISED BY MR. ALLCHIN IN THE E-MAIL AT THE BOTTOM OF

         17   MS 98 0221067 IS HOW MUCH CODE, IF ANY, DOES DR. FELTEN

         18   REMOVE WHEN HE SAYS HE REMOVES WEB BROWSING.

         19             AND MR. DESOUZA DID OTHER TESTS, WHICH WE'RE HAPPY

         20   FOR THE GOVERNMENT TO HAVE AND THEY DO HAVE, WHICH APPEAR AT

         21   EXHIBIT C TO OUR RESPONSE, WHICH SHOW THAT, CONTRARY TO THE

         22   GOVERNMENT'S ASSERTION THAT THEY'VE REMOVED ANYTHING, IT'S

         23   ALL STILL THERE.

         24             IF YOU LOOK, YOUR HONOR, AT EXHIBIT C, WHAT IT

         25   SHOWS IS THAT, AFTER YOU RUN PROFESSOR FELTEN'S PROGRAM,
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          1   INSTEAD OF HAVING 134 MEGABYTES, YOU KNOW, 134,217,728 BYTES

          2   OF CODE, THERE ARE 134,127,618 BYTES OF CODE.  IN OTHER

          3   WORDS, THE THING IS ALMOST IDENTICAL TO THE SIZE OF

          4   WINDOWS 98.

          5             WE'RE HAPPY FOR THE GOVERNMENT TO HAVE THAT FACT.

          6   IT'S A FACT THAT WE RELY ON BECAUSE IT PROVES OUR POINT.

          7   ALL OF THE CODE IS STILL THERE.  AND MR. ALLCHIN WILL GO

          8   INTO EXCRUCIATING DETAIL ON THAT SUBJECT, I THINK, YOUR

          9   HONOR.

         10             THE TEST THAT MR. DESOUZA CONDUCTED AND THAT THE

         11   GOVERNMENT NOW WANTS IS A VERY DIFFERENT TEST, AND IT

         12   RELATES TO FUNCTION OVERLAPS.

         13             THE COURT:  DON'T YOU THINK THE GOVERMENT IS

         14   ENTITLED TO TAKE A LOOK AT IT AND SEE WHETHER IT REALLY IS A

         15   DIFFERENT TEST?

         16             MR. HOLLEY:  WELL, THAT WOULD BE A DIFFERENT

         17   ORDER, YOUR HONOR, THAN THE ORDER THAT THE COURT ENTERED ON

         18   THE 13TH OF JANUARY.  NOW, OBVIOUSLY, YOU'RE ALWAYS FREE TO

         19   ENTER SUPPLEMENTAL ORDERS.

         20             AND I WANT TO BE CLEAR, YOUR HONOR.  I AM NOT

         21   TRYING TO HIDE THE BALL HERE.  IF YOU WANT THE GOVERNMENT TO

         22   SEE THIS SPREADSHEET, WE'RE HAPPY TO LET THEM HAVE IT,

         23   BECAUSE I THINK THAT THAT SPREADSHEET AS WELL WILL PROVE OUR

         24   POINT.

         25             AS MR. DESOUZA SAYS --
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          1             THE COURT:  THEN YOU SHOULD BE HAPPY TO LET THEM

          2   HAVE IT.

          3             MR. HOLLEY:  ALL RIGHT, YOUR HONOR, IF THAT'S

          4   YOU'RE RULING, THEN WE WILL PRODUCE IT.

          5             THE COURT:  I THINK IT SHOULD BE PRODUCED.

          6             MR. HOLLEY:  OKAY.  THANK YOU, YOUR HONOR.

          7             THE COURT:  TO THE EXTENT THAT YOU ARE ASKING

          8   MR. MALONE TO REOPEN THE DEPOSITION OF MR. ALLCHIN, I AM

          9   GOING TO DENY IT.

         10             MR. MALONE:  THANK YOU, YOUR HONOR.

         11             THE COURT:  ALL RIGHT.  MR. MARITZ, YOU MAY RESUME

         12   THE STAND.  I WILL REMIND YOU ONCE AGAIN THAT YOU'RE STILL

         13   UNDER OATH.

         14             THE WITNESS:  YES, YOUR HONOR.

         15             (PAUL MARITZ, DEFENDANT'S WITNESS, PREVIOUSLY

         16   SWORN.)

         17                 REDIRECT EXAMINATION (CONTINUED)

         18   BY MR. WARDEN:

         19   Q.  MR. MARITZ, WHEN WE BROKE YESTERDAY, WE WERE TALKING

         20   ABOUT THE OPEN-SOURCE MOVEMENT, AND I WAS ABOUT TO PLACE

         21   BEFORE YOU A DOCUMENT, WHICH I WILL NOW DO.

         22             MR. WARDEN:  I PLACE BEFORE THE WITNESS AND OFFER

         23   INTO EVIDENCE WHAT HAS PREVIOUSLY BEEN PREMARKED FOR

         24   IDENTIFICATION AS DEFENDANT'S EXHIBIT 2317, A SEPTEMBER 28,

         25   1998 ARTICLE FROM THE NEW YORK TIMES ENTITLED "FOR SALE:
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          1   FREE OPERATING SYSTEM."

          2             MR. BOIES:  NO OBJECTION, YOUR HONOR.

          3             THE COURT:  DEFENDANT'S 2317 IS ADMITTED.

          4                                   (WHEREUPON, DEFENDANT'S

          5                                   EXHIBIT NUMBER 2317 WAS

          6                                   RECEIVED IN EVIDENCE.)

          7             MR. WARDEN:  THANK YOU, YOUR HONOR.

          8             YOUR HONOR WILL RECALL YOUR QUESTION ABOUT

          9   HOBBYISTS YESTERDAY, AND WHILE THIS ARTICLE DOESN'T USE THE

         10   TERM "HOBBYISTS," IT DOES SAY IN ITS FIRST SENTENCE THAT

         11   IT'S GOING TO TALK ABOUT AN EXPERIMENT THAT'S HALF BUSINESS

         12   MODEL AND HALF POPULIST MOVEMENT.

         13   BY MR. WARDEN:

         14   Q.  MR. MARITZ, IF YOU'LL TURN TO THE SECOND PAGE OF THE

         15   ARTICLE, THERE IS A STATEMENT ATTRIBUTED TO MR. O'REILLY

         16   THERE, OF O'REILLY AND ASSOCIATES, WHICH READS, "OPEN SOURCE

         17   HAS ALREADY RADICALLY CHANGED THE COMPUTER INDUSTRY.  IN THE

         18   FIRST ROUND, OPEN SOURCE SOFTWARE WILL NOT BEAT MICROSOFT AT

         19   ITS OWN GAME.  WHAT IT IS DOING IS CHANGING THE NATURE OF

         20   THE GAME."

         21             NOW, IS THAT STATEMENT CONSISTENT WITH POINTS

         22   YOU'VE MADE IN YOUR TESTIMONY?

         23   A.  IT IS, MR. WARDEN.  AS I POINTED OUT, THIS IS ONE OF THE

         24   KEY CHANGES THAT WE'VE SEEN IN THE SOFTWARE INDUSTRY OVER

         25   THE LAST YEAR OR SO.  AND IT REALLY IS A MAJOR FACTOR THAT
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          1   WE ALL HAVE TO TAKE INTO ACCOUNT, THAT THERE IS THIS SOURCE

          2   OF FAIRLY SOPHISTICATED, HIGH-QUALITY SOFTWARE THAT IS BEING

          3   DEVELOPED BY THE OPEN-SOURCE MOVEMENT.

          4             AND IT FURTHER PUTS PRESSURE ON OURSELVES AND

          5   OTHER MANUFACTURERS OF SOFTWARE OR DEVELOPERS OF SOFTWARE TO

          6   CONTINUE TO INNOVATE AND MAKE SURE THAT WE'RE OFFERING OUR

          7   CUSTOMERS VALUE FOR MONEY.

          8   Q.  DOES THE OPEN SOURCE MOVEMENT HAVE ANY EFFECT ON THE

          9   ABILITY OF OTHERS TO CLONE MICROSOFT'S PRODUCTS?

         10   A.  WELL, WHAT IT DOES IS PROVIDE A BASE OF SOFTWARE THAT

         11   CAN BE USED TO BUILD ALTERNATIVES TO OUR PRODUCTS.  AND

         12   THAT'S EXACTLY WHAT WE SEE GOING ON.

         13             AS I TESTIFIED YESTERDAY, ONE OF THE

         14   CHARACTERISTICS OF THE PLATFORM BUSINESS, IN PARTICULAR, IS

         15   IF YOU BECOME SUCCESSFUL, YOU BECOME BOUND BY THAT SUCCESS,

         16   AND THAT MEANS THAT IT MAKES IT EASIER FOR OTHER PEOPLE TO

         17   DEVELOP EQUIVALENTS TO YOUR PRODUCT.

         18   Q.  WHAT DO YOU MEAN BY "BOUND BY THAT SUCCESS"?

         19   A.  WELL, AS I TESTIFIED YESTERDAY, YOU HAVE A LOT OF OTHER

         20   SOFTWARE THAT'S NOW DEPENDENT UPON THE INTERFACES IN YOUR

         21   SOFTWARE, AND YOU'RE NO LONGER ABLE TO CHANGE THOSE

         22   INTERFACES.  YOU'VE GOT TO CONTINUE TO ADD TO THEM OR

         23   PROVIDE NEW FUNCTIONALITY.  SO THOSE EXISTING INTERFACES

         24   CONSTITUTE A STABLE TARGET THAT A GROUP LIKE THE OPEN

         25   SOFTWARE MOVEMENT CAN NOW FOCUS ON AND DELIVER EITHER
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          1   IDENTICAL OR EQUIVALENT FUNCTIONS.

          2   Q.  HAS ANY NEW SOFTWARE THAT IS DIRECTLY COMPETITIVE WITH

          3   ANY OTHER MICROSOFT PRODUCT BEEN DEVELOPED THROUGH THE

          4   OPEN-SOURCE MOVEMENT?

          5   A.  WELL, THE OPEN SOURCE MOVEMENT HAS DEVELOPED A NUMBER OF

          6   PRODUCTS.  IT'S SOMETHING THAT IS CERTAINLY GAINING

          7   MOMENTUM.  WE'VE SEEN THE LINUX OPERATING SYSTEM DEVELOPED,

          8   WHICH OBVIOUSLY IS AN ALTERNATIVE TO OUR OPERATING SYSTEMS.

          9   YOU'VE SEEN THE APACHE OR WEB-SERVER SOFTWARE, WHICH IS, IN

         10   FACT, THE WEB-SERVER SOFTWARE THAT'S IN USE ON OVER HALF OF

         11   ALL THE WEB SERVERS IN THE WORLD.  SO WE SEE A VERY

         12   IMPORTANT PIECE OF SOFTWARE COMING OUT OF THE OPEN-SOFTWARE

         13   MOVEMENT THERE IN WIDESPREAD USE.

         14             THE "SEND MAIL" PROGRAM.  AND NOW, AS I TESTIFIED

         15   YESTERDAY, WE'RE STARTING TO SEE THE OPEN-SOFTWARE MOVEMENT

         16   MOVE INTO DEVELOPING TRADITIONAL APPLICATIONS, LIKE WORD

         17   PROCESSORS AND SPREADSHEETS AS WELL.

         18             MR. WARDEN:  YOUR HONOR, I NOW WOULD LIKE TO PLACE

         19   BEFORE THE WITNESS AND OFFER WHAT HAS BEEN MARKED FOR

         20   IDENTIFICATION AS DEFENDANT'S EXHIBIT 2318.  THIS IS A

         21   DESCRIPTION OF A PRODUCT CALLED "KOFFICE" FROM KOFFICE'S WEB

         22   SITE, PRINTED ON THE 20TH OF THIS MONTH.  AND IT IS

         23   ACCOMPANIED BY SCREEN SHOTS OF THE VARIOUS COMPONENTS, ALSO

         24   PRINTED FROM THAT WEB SITE.

         25             MR. BOIES:  YOUR HONOR, MAY I INQUIRE OF THE COURT
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          1   WHETHER THIS WITNESS IS GOING TO TESTIFY ABOUT HOW THESE

          2   SCREEN SHOTS WERE TAKEN?

          3             MR. WARDEN:  NO.  I WILL ASK HIM A COUPLE OF

          4   QUESTIONS.

          5   BY MR. WARDEN:

          6   Q.  HAVE YOU VISITED THIS WEB SITE?

          7   A.  I HAVE, MR. WARDEN.

          8   Q.  AND DID YOU FIND THIS MATERIAL ON THE WEB SITE?

          9   A.  I DID, MR. WARDEN.

         10   Q.  OKAY.

         11             MR. BOIES:  NO OBJECTION, YOUR HONOR.

         12             THE COURT:  DEFENDANT'S 2318 IS ADMITTED.

         13                                   (WHEREUPON, DEFENDANT'S

         14                                   EXHIBIT NUMBER 2318 WAS

         15                                   RECEIVED IN EVIDENCE.)

         16   BY MR. WARDEN:

         17   Q.  WILL YOU TELL THE COURT WHAT IS IN 2318, MR. MARITZ?

         18   A.  WHAT THE EXHIBIT DESCRIBES IS THE EFFORTS OF A GROUP

         19   THAT GOES BY THE NAME "KOFFICE."  THIS IS AN OPEN-SOURCE

         20   MOVEMENT EFFORT TO DEVELOP AN INTEGRATED SUITE OF OFFICE

         21   PRODUCTIVITY APPLICATIONS, INCLUDING A WORD PROCESSOR, A

         22   PRESENTATION PACKAGE, A SPREADSHEET PACKAGE, A DRAWING

         23   PACKAGE, AND SEVERAL OTHER COMPONENTS.

         24   Q.  OKAY.  RATHER THAN GOING THROUGH EACH OF THESE, CAN WE

         25   JUST TURN TO THE FIRST SCREEN SHOT, PLEASE.  AND CAN YOU
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          1   TELL THE COURT WHAT THAT SCREEN SHOT IS?

          2   A.  THIS IS A SCREEN SHOT OF THEIR SPREADSHEET PROGRAM

          3   DEMONSTRATING THE VARIOUS CAPABILITIES OF THIS SPREADSHEET

          4   PROGRAM, AND WHAT THEY ARE POINTING OUT HERE IS THAT, IN

          5   ADDITION TO THE TRADITIONAL FUNCTIONS LIKE BEING ABLE TO

          6   ENTER FORMULAS INTO THE SPREADSHEET AND DO ADDITIONS OF ROWS

          7   AND COLUMNS AND THINGS LIKE THAT, THEY ALSO HAVE MORE

          8   ADVANCED FUNCTIONS, LIKE BEING ABLE TO AUTOMATICALLY

          9   GENERATE CHARTS.

         10             SO THIS IS QUITE A SOPHISTICATED SPREADSHEET.

         11             THE COURT:  WHAT IS THIS RUN ON?

         12             THE WITNESS:  THIS RUNS ON THE LINUX OPERATING

         13   SYSTEM, YOUR HONOR.

         14   BY MR. WARDEN:

         15   Q.  IS THIS KOFFICE UNIQUE?

         16   A.  NO, MR. WARDEN.  TO MY KNOWLEDGE, THIS IS ONE OF A

         17   COUPLE OF EFFORTS TO DEVELOP OFFICE-PRODUCTIVITY

         18   APPLICATIONS FOR THE LINUX ENVIRONMENT.

         19             I AM AWARE OF ANOTHER EFFORT CALLED "ABI SOURCE."

         20   AND THEY ARE ATTEMPTING TO DO MUCH THE SAME THING.  THEY'VE

         21   STARTED DEVELOPING, IN PARTICULAR, A VERY HIGH-QUALITY WORD

         22   PROCESSOR FOR THE LINUX ENVIRONMENT.

         23   Q.  AND IS THE OPEN-SOURCE MOVEMENT LIMITED TO OFFICE

         24   PRODUCTIVITY SUITES?

         25   A.  NO.  AS I SAID, THEY HAVE THE -- THEY ARE INTERESTED AND
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          1   ARE DEVELOPING OTHER SOFTWARE AS WELL.  AS I MENTIONED

          2   EARLIER, THERE IS THE APACHE WEB-SERVER SOFTWARE, THE

          3   SEND-MAIL SOFTWARE, WHICH IS A POPULAR ELECTRONIC MAIL

          4   PACKAGE.  SO THEY ARE NOT EXCLUSIVELY FOCUSED IN THIS AREA.

          5   Q.  NOW, WHAT EFFECT, IF ANY, DOES THIS OPEN-SOURCE MOVEMENT

          6   HAVE ON WHAT WE REFERRED TO YESTERDAY AS THE APPLICATIONS

          7   BARRIER TO ENTRY?

          8   A.  WELL, THIS IS AN EXAMPLE OF, IN ADDITION TO THE OTHER

          9   SOURCES OF APPLICATIONS AVAILABLE FOR THE LINUX OPERATING

         10   SYSTEM, WHICH, AS WE DISCUSSED YESTERDAY, WERE WEB PAGES

         11   THEMSELVES FORMING A BODY OF APPLICATIONS AND EXISTING

         12   SOFTWARE DEVELOPERS, SUCH AS COREL AND STAROFFICE, TARGETING

         13   THEIR PRODUCTS AT THE LINUX ENVIRONMENT -- THIS CONSTITUTES

         14   NOW A THIRD BODY OF APPLICATION SOFTWARE THAT IS BEING

         15   DEVELOPED FOR THE LINUX ENVIRONMENT.

         16   Q.  AND YOU MENTIONED YESTERDAY A PROJECT KNOWN AS "WINE"

         17   DURING CROSS-EXAMINATION.  DO YOU RECALL THAT?

         18   A.  I DO, SIR.

         19   Q.  WHAT IS WINE?

         20   A.  WINE IS YET ANOTHER EFFORT IN THE OPEN-SOFTWARE SPACE.

         21   AND A GROUP OF PEOPLE ARE COOPERATING THERE TO DEVELOP

         22   SOFTWARE THAT WILL ENABLE OUR EXISTING WINDOWS APPLICATIONS

         23   TO RUN ON LINUX.  IN OTHER WORDS, THEY WANT TO ALLOW PEOPLE

         24   TO TAKE THEIR SOURCE CODE THAT RUNS -- FOR APPLICATIONS THAT

         25   RUN ON THE WINDOWS ENVIRONMENT, AND WITH EITHER NO OR VERY
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          1   LITTLE MODIFICATION, BE ABLE TO HAVE THEM RUN ON LINUX --

          2   THE LINUX OPERATING SYSTEM.

          3   Q.  WHAT EFFECT DO THESE DEVELOPMENTS THAT WE'VE JUST BEEN

          4   TALKING ABOUT IN TERMS OF THE OPEN-SOURCE MOVEMENT, AND THE

          5   WINE PRODUCT, AND SO FORTH HAVE ON YOU, MICROSOFT?

          6   A.  WELL, THEY CAUSE US TO REALLY HAVE TO, YOU KNOW, INSURE

          7   THAT WE CONTINUE TO INNOVATE AND OFFER VALUE TO OUR

          8   CUSTOMERS.  THEY CONSTITUTE DIRECT COMPETITION TO WINDOWS,

          9   AND UNLESS WE RESPOND TO IT, WE RUN THE RISK OF SEEING OUR

         10   OPERATING SYSTEM BECOME A COMMODITY.

         11   Q.  YOU ALSO REFERRED DURING CROSS-EXAMINATION SEVERAL TIMES

         12   TO WEB PAGES AS APPLICATIONS.  IN WHAT SENSE CAN WEB PAGES

         13   BE APPLICATIONS?

         14   A.  WELL, THEY CAN -- THEY OFFER A SET OF INTERESTING

         15   INFORMATION TO USERS AND, OVER TIME, WEB PAGES HAVE BECOME

         16   INTERACTIVE.  THEY ACTUALLY HAVE INTELLIGENCE BUILT INTO THE

         17   PAGE THAT ALLOW YOU TO DO -- NOT JUST PASSIVELY VIEW

         18   INFORMATION, BUT ACTUALLY INTERACT WITH THAT INFORMATION,

         19   MUCH AS YOU WOULD INTERACT WITH AN APPLICATION.

         20             AND, AS I MENTIONED EARLIER, THERE'S SOME

         21   INTERESTING EXAMPLES OF THAT.  FOR INSTANCE, INTUIT IS NOW

         22   OFFERING A WEB SITE THAT EMBODIES THE FUNCTIONS OF TURBOTAX,

         23   WHICH USED TO BE A CLASSICAL APPLICATION, SO THAT IF YOU

         24   WANT TO GO AND PREPARE YOUR TAXES, WHICH IS A POPULAR THING

         25   THAT CONSUMERS DO ON PERSONAL COMPUTERS, YOU CAN DO THAT BY
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          1   CONNECTING TO THEIR WEB SITE.  AND SO LONG AS YOU HAVE A

          2   SUFFICIENTLY CAPABLE BROWSER, EITHER ON LINUX OR ANY OTHER

          3   OPERATING SYSTEM, YOU CAN NOW ACCESS THAT APPLICATION.

          4   Q.  SO YOU'RE SAYING, IF I UNDERSTAND YOU CORRECTLY, THAT

          5   THE USER CAN GO TO THE WEB SITE FOR TURBOTAX AND FIND THERE

          6   EXACTLY WHAT HE WOULD FIND IF HE HAD PUT A DISK IN AND

          7   INSTALLED TURBOTAX ON HIS COMPUTER?

          8   A.  I'M NOT SURE IF I'D CHARACTERIZE IT AS EXACTLY WHAT HE

          9   WOULD FIND, BUT HE WOULD FIND SOMETHING EQUIVALENT.  AND HE

         10   COULD CERTAINLY ACCOMPLISH WHAT HE WANTED TO DO BEFORE,

         11   WHICH IS PREPARING A TAX RETURN, BY INTERACTING WITH

         12   THOSE -- THAT WEB SITE AND THE WEB PAGES THAT IT PRESENTS.

         13   Q.  ARE THERE OTHER EXAMPLES, BESIDES TURBOTAX, OF WEB SITES

         14   THAT PROVIDE APPLICATIONS?

         15   A.  WELL, I AM AWARE OF ACTUALLY WEB SITES STARTING TO MOVE

         16   IN THE DIRECTION OF PROVIDING PERSONAL PRODUCT -- THE

         17   FUNCTIONS THAT HAVE BEEN TRADITIONALLY PROVIDED BY PERSONAL

         18   PRODUCTIVITY APPLICATIONS, SUCH AS MICROSOFT OFFICE AND THE

         19   PRODUCTS THAT HAVE JUST BEEN LOOKED AT.  AND SO THERE ARE

         20   SPECIFIC COMPANIES THAT HAVE SPRUNG UP, SUCH AS VIRTUAL

         21   OFFICE AND HOT OFFICE, TO TRY AND PRESENT THE FUNCTIONS OF

         22   DOING -- MANAGING YOUR CALENDAR, WRITING DOCUMENTS, MANAGING

         23   DOCUMENTS, AND SHARING DOCUMENTS WITH OTHER PEOPLE, AS A

         24   COLLECTION OF WEB PAGES OR WEB APPLICATIONS, IF YOU WOULD

         25   LIKE.  AND I THINK WE ALSO SEE THAT TREND HAPPENING ON SOME
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          1   OF THE MORE POPULAR WEB SITES, SUCH AS YAHOO AND EXCITE.

          2   Q.  AND DID I UNDERSTAND YOU TO SAY THAT ONE NEED NOT USE

          3   WINDOWS ON HIS PERSONAL COMPUTER IN ORDER TO ACCESS THESE

          4   WEB SITES?

          5   A.  THAT'S CORRECT.

          6             MR. WARDEN:  I NOW PLACE BEFORE THE WITNESS AND

          7   OFFER INTO EVIDENCE, YOUR HONOR, WHAT HAS BEEN PREMARKED FOR

          8   IDENTIFICATION AS DEFENDANT'S EXHIBIT 2328, WHICH IS A

          9   JANUARY 20, 1999 ARTICLE FROM CNET THAT IS ENTITLED

         10   "PORTALS:  THE NEW DESKTOP?"

         11             MR. BOIES:  NO OBJECTION, YOUR HONOR.

         12             THE COURT:  DEFENDANT'S 2328 IS ADMITTED.

         13                                   (WHEREUPON, DEFENDANT'S

         14                                   EXHIBIT NUMBER 2328 WAS

         15                                   RECEIVED IN EVIDENCE.)

         16   BY MR. WARDEN:

         17   Q.  MR. MARITZ, THIS ARTICLE IS SAID IN THE FIRST PARAGRAPH

         18   TO BE THE NETWORK -- ABOUT THE NETWORK COMPUTER.  I BELIEVE

         19   YOU TESTIFIED A BIT ABOUT THAT ON CROSS AND IT'S IN YOUR

         20   DIRECT.  CAN YOU EXPLAIN TO THE COURT WHAT A NETWORK

         21   COMPUTER IS?

         22   A.  THE SENSE IN WHICH I USE IT IN MY TESTIMONY IS IT'S

         23   BASICALLY A COMPUTER THAT HAS BEEN DEVELOPED TO OPERATE IN

         24   CONJUNCTION WITH A SERVER.  SO IT HAS LOCAL INTELLIGENCE --

         25   ABILITIES TO RUN PROGRAMS LOCALLY, BUT THE IDEA IS A LOT OF
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          1   THE SOFTWARE WILL COME DOWN TO A NETWORK COMPUTER FROM THE

          2   SERVER AND BE EXECUTED THERE, AND THE NETWORK COMPUTER WILL

          3   BE AN EASY-TO-MANAGE, INEXPENSIVE SYSTEM THAT CAN OPERATE IN

          4   CONJUNCTION WITH THEIR SERVER SOFTWARE.

          5             THIS ARTICLE IS ACTUALLY TAKING A -- POINTING OUT

          6   THAT A LOT OF THE ADVANTAGES OF A NETWORK COMPUTER, WHICH

          7   ARE THE USER DOESN'T HAVE TO BE EXPLICITLY AWARE, ONE WAY OR

          8   THE OTHER, OF INSTALLING TRADITIONAL SOFTWARE, MIGHT,

          9   IN FACT, BE DELIVERED BY SOMETHING THAT THEY REFER TO HERE

         10   AS PORTAL SITES.

         11   Q.  AND WHAT ARE "PORTAL SITES"?

         12   A.  "PORTAL SITES" IS A TERM THAT GETS APPLIED TO THOSE

         13   SITES ON THE INTERNET THAT TRY AND BE THE PLACES WHERE A

         14   USER CAN FIND MOST OF THE INFORMATION OR SERVICES THAT THEY

         15   WOULD EXPECT FROM THE INTERNET.  SO THEY TRY AND AGGREGATE

         16   INTO ONE PLACE THINGS LIKE COMMON INFORMATION, SEARCH.  THEY

         17   EVEN TRY AND PERSONALIZE THE INFORMATION ACCORDING TO THE

         18   PREFERENCES OF THE PARTICULAR USER.

         19             I THINK GOOD EXAMPLES WOULD BE THE ONES THAT THEY

         20   CITE THERE, SUCH AS YAHOO, EXCITE AND LYCOS.

         21   Q.  NOW, THE FIRST SENTENCE OF THE SECOND PARAGRAPH THAT IS

         22   HIGHLIGHTED ON THE SCREEN SAYS "PORTAL SITES ARE RAPIDLY

         23   EMERGING AS A COMPUTING ALTERNATIVE TO THE TRADITIONAL

         24   WINDOWS, AND EVEN MAC, DESKTOP."

         25             WHAT DOES THAT MEAN, "A COMPUTING ALTERNATIVE TO
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          1   THE DESKTOP"?

          2   A.  I BELIEVE WHAT IT MEANS IS THAT A LOT OF THE FUNCTIONS

          3   THAT A USER MIGHT HAVE GONE TO A TRADITIONAL APPLICATION

          4   RUNNING ON AN OPERATING SYSTEM, LIKE WINDOWS OR THE

          5   MACINTOSH, CAN NOW BE PROVIDED BY A SET OF WEB PAGES BEING

          6   SERVED UP BY THE PORTAL SITE AND RUN ON THE BROWSER THAT THE

          7   USER HAS LOCALLY.

          8             SO THE POINT HERE IS THAT WE NOW HAVE A COLLECTION

          9   OF FUNCTIONS THAT COULD HAVE BEEN PROVIDED BY OR WOULD HAVE

         10   BEEN PROVIDED BY APPLICATIONS IN THE PAST -- TRADITIONAL

         11   APPLICATIONS -- NOW BEING PROVIDED BY THESE WEB SITES THAT

         12   PROJECT THEIR FUNCTIONALITY DOWN TO A BROWSER, AND SUCH ARE

         13   AVAILABLE TO PEOPLE RUNNING SYSTEMS OTHER THAN WINDOWS OR

         14   THE MACINTOSH.

         15   Q.  THE NEXT SENTENCE MAKES A REFERENCE TO FREE E-MAIL AS

         16   THE FIRST SERVICE PROVIDED BY PORTAL SITES THAT MIMIC THE

         17   STANDARD P.C. APPLICATION.

         18             WAS THERE A POINT WHEN E-MAIL WAS NOT FREE?

         19   A.  WELL, E-MAIL HAS BEEN BOTH -- PEOPLE HAVE BOTH CHARGED

         20   FOR E-MAIL PACKAGES, AS WELL AS PROVIDED BASIC E-MAIL

         21   PACKAGES IN THE OPERATING SYSTEM.

         22             THE POINT HERE THAT I THINK THEY'RE TRYING TO

         23   POINT OUT IS THAT THE WAY THAT THESE SITES PROVIDE THEIR

         24   E-MAIL IS AS A SET OF WEB PAGES.  AND YOU DON'T NEED TO HAVE

         25   AN E-MAIL APPLICATION, PER SE, INSTALLED ON YOUR SYSTEM.
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          1   Q.  AND THEN THEY GIVE EXAMPLES IN THE NEXT SENTENCE OF

          2   OTHER PORTAL-SITE APPLICATIONS; IS THAT CORRECT?

          3   A.  CORRECT.  THEY POINT OUT THAT THESE SITES ARE NOW

          4   EXTENDING BEYOND ELECTRONIC MAIL INTO THE EXAMPLES THAT THEY

          5   GIVE.  THERE ARE SCHEDULING SOFTWARE, ADDRESS DATABASES AND

          6   OTHER PRODUCTIVITY APPLICATIONS.  SO THIS IS ONE OF THE KEY

          7   TRENDS THAT WE SEE IN THE INDUSTRY.

          8   Q.  ARE YAHOO, EXCITE AND LYCOS WELL-KNOWN WEB SITES?

          9   A.  YES, MR. WARDEN, THEY ARE.

         10   Q.  ARE YOU AWARE OF ANY OTHER WEB SITES THAT PROVIDE

         11   PERSONAL PRODUCTIVITY APPLICATIONS?

         12   A.  AS I HAVE MENTIONED, THERE ARE SOME WEB SITES THAT ARE

         13   TRYING TO PROVIDE THIS AS THEIR PRIMARY REASON FOR

         14   ATTRACTING USERS, AND I AM, IN PARTICULAR, AWARE OF A SITE,

         15   SUCH AS ONE CALLED "VIRTUAL OFFICE," AND ANOTHER ONE CALLED

         16   "HOT OFFICE" AND, AS THEIR NAME IMPLIES, THEY ARE FOCUSED

         17   SQUARELY ON THE TYPE OF PRODUCTIVITY THAT YOU MIGHT HAVE GOT

         18   OUT OF A TRADITIONAL APPLICATION -- A TRADITIONAL OFFICE

         19   APPLICATION IN THE PAST.

         20   Q.  NOW, AT THE BOTTOM OF THE PAGE, MR. ENDERLE IS QUOTED AS

         21   SAYING "THE PORTALS ARE POINTING THE WAY TO THE DESKTOP OF

         22   THE FUTURE.  THIS IS GOING TO HAPPEN FAIRLY SOON OR FAIRLY

         23   QUICKLY."

         24             DO YOU AGREE WITH THAT STATEMENT?

         25   A.  I DO.  MR. ENDERLE IS A FAIRLY WELL-KNOWN ANALYST IN THE
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          1   INDUSTRY.  AND I THINK IT'S LIKELY THAT THIS TREND WILL

          2   CONTINUE, AND HAPPEN FAIRLY QUICKLY.

          3   Q.  HOW DOES THIS DEVELOPMENT BEAR ON THE ISSUE OF AN

          4   APPLICATIONS BARRIER TO ENTRY IN THE OPERATING-SYSTEM

          5   BUSINESS?

          6   A.  WELL, WHAT I POINT OUT IS YOU HAVE A BODY OF SERVICES

          7   THAT CAN NOW PROVIDE SIMILAR FUNCTIONS TO PEOPLE -- THE

          8   FUNCTIONS THAT PEOPLE WOULD HAVE GOT OUT OF TRADITIONAL

          9   APPLICATIONS.  AND BY THE WAY THAT THESE SERVICES ARE BEING

         10   ENGINEERED, THEY CAN BE ACCESSED FROM OPERATING SYSTEMS

         11   OTHER THAN WINDOWS.  AND, AS SUCH, THEY PROVIDE AN

         12   APPLICATIONS BASE FOR OTHER OPERATING SYSTEMS THAT COMPETE

         13   WITH WINDOWS.

         14             THE COURT:  WHO MAKES MONEY FROM THESE, AND HOW DO

         15   THEY MAKE IT?

         16             THE WITNESS:  YOUR HONOR, I BELIEVE THAT THEIR

         17   STRATEGY IS TO POTENTIALLY PURSUE TWO -- AT LEAST TWO WAYS

         18   OF MAKING MONEY IN THESE AREAS.  ONE IS BY CHARGING

         19   ADVERTISING WHEN PEOPLE GO TO THEIR SITES.  THE SECOND IS TO

         20   ACTUALLY CHARGE A SUBSCRIPTION SO THAT YOU HAVE TO PAY A

         21   MONTHLY FEE OR A YEARLY FEE TO CONTINUE TO USE THEIR SITES.

         22             SO THEY WILL ACTUALLY AUTHENTICATE YOU.  YOU HAVE

         23   TO ENTER A PASSWORD AND YOU HAVE TO PAY MONEY FOR THAT.

         24   THOSE ARE AT LEAST TWO BUSINESS MODELS THAT I THINK WILL BE

         25   PURSUED.  AND I THINK WE WILL PROBABLY SEE BOTH OR
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          1   COMBINATIONS OF THEM PURSUED.

          2   BY MR. WARDEN:

          3   Q.  OKAY.  I WANT TO GO TO ANOTHER SUBJECT, AND THAT IS THE

          4   CHANNELS FOR THE DISTRIBUTION OF SOFTWARE.  THERE HAS BEEN

          5   CONSIDERABLE DISCUSSION IN THE CASE ON THAT SUBJECT,

          6   PARTICULARLY THE OEM CHANNEL.  ARE YOU AWARE OF THAT

          7   TESTIMONY?

          8   A.  I AM, SIR.

          9   Q.  AND MR. BOIES QUESTIONED YOU ON TUESDAY ABOUT WHETHER

         10   MICROSOFT HAD SOUGHT TO RESTRICT NETSCAPE'S ABILITY TO

         11   DISTRIBUTE ITS SOFTWARE.  DO YOU RECALL THAT?

         12   A.  I DO, SIR.

         13   Q.  ARE THERE ANY CURRENT DEVELOPMENTS OF WHICH YOU ARE

         14   AWARE THAT BEAR ON THE ABILITY OF COMPANIES TO DISTRIBUTE

         15   SOFTWARE?

         16   A.  I THINK THERE'S ONE VERY IMPORTANT DEVELOPMENT, IN

         17   PARTICULAR, THAT BEARS ON THIS.  AND THIS IS THE FACT THAT

         18   WE'RE GOING TO SEE IN THE NEAR FUTURE, PARTICULARLY IN THE

         19   UNITED STATES, LARGE NUMBERS OF USERS GAIN MUCH HIGHER-SPEED

         20   ACCESS TO THE INTERNET, AN ORDER OF MAGNITUDE OF HIGHER

         21   SPEED THAN WHAT THEY HAVE TODAY, TEN TIMES OR MORE FASTER.

         22             AND WHEN THAT HAPPENS, THE ABILITY TO DOWNLOAD

         23   SOFTWARE SIMPLY BECOMES A NONISSUE.  A GOOD EXAMPLE OF THIS,

         24   IF YOU GO TO ANY COLLEGE CAMPUS IN THE UNITED STATES TODAY,

         25   ANY THE MILLION OR SO STUDENTS THAT ARE IN UNIVERSITIES AND
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          1   COLLEGES IN THE UNITED STATES TODAY, MOST OF THEM HAVE

          2   HIGH-SPEED ACCESS FROM THEIR DORM ROOMS.  IN OTHER WORDS,

          3   THE UNIVERSITY HAS SEEN FIT TO BASICALLY INVEST IN PROVIDING

          4   THEM FAST ACCESS TO THE INTERNET, AND FOR THEM, DOWNLOADING

          5   SOFTWARE IS SIMPLY A NONISSUE.

          6             SO, IN ADDITION TO THAT, WHAT WE SEE IS THAT

          7   PHENOMENON NOW EXTENDING OUT TO PEOPLE IN THEIR HOMES.  AND,

          8   IN PARTICULAR, WHAT WE SEE IS TWO TECHNOLOGIES -- ONE IN THE

          9   CABLE INDUSTRY.  AS THE CABLE INDUSTRY -- CABLE T.V.

         10   INDUSTRY I'M TALKING ABOUT NOW, THAT REACHES TENS OF MILLION

         11   OF HOMES IN THE UNITED STATES -- I THINK IT'S SOMETHING LIKE

         12   60 MILLION HOMES IN THE UNITED STATES -- AS THEY MOVE TO

         13   HANDLING THEIR T.V. BROADCASTS OVER THE CABLE IN DIGITAL

         14   FORM, THEY ARE ALSO PROVIDING HIGH-SPEED INTERNET ACCESS,

         15   BECAUSE IT TURNS OUT THAT YOU CAN DO THE SAME -- USE THE

         16   SAME INFRASTRUCTURE TO DO BOTH.

         17             AND AS YOU'VE SEEN VERY RECENTLY, TCI, IN

         18   PARTICULAR, HAS ANNOUNCED THAT THEY ARE GOING TO -- NOW THAT

         19   THEY'VE BEEN ACQUIRED BY AT&T, THEY ARE GOING TO BUILD OUT

         20   HIGH-SPEED INTERNET ACCESS TO ALL OF THEIR CUSTOMERS OVER

         21   THE NEXT YEAR OR TWO.  THIS MEANS THAT IN YOUR HOME, YOU

         22   WILL NOW BE ABLE TO BE DOWNLOAD SOFTWARE AT A VERY HIGH

         23   RATE.

         24             THERE'S ALSO ANOTHER TECHNOLOGY THAT IS IN THE

         25   PROCESS OF BEING ROLLED OUT BY THE TELEPHONE COMPANIES --
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          1   TRADITIONAL TELEPHONE COMPANIES.  AND THAT'S CALLED DSL OR

          2   DIGITAL SUBSCRIBER LINE.  AND THE KEY TRICK HERE IS THEY'RE

          3   ABLE TO SEND A DIGITAL SIGNAL INTO YOUR HOME OVER YOUR

          4   EXISTING TELEPHONE LINE WITHOUT DISTURBING YOUR EXISTING

          5   TELEPHONE SERVICE.  THE TWO CAN CO-EXIST AT THE SAME TIME.

          6   SO YOU CAN CONTINUE TO USE YOUR TELEPHONE TO TAKE CALLS, BUT

          7   ALL THE TIME, YOU CAN HAVE A PERMANENT, 24-HOUR-A-DAY,

          8   HIGH-SPEED CONNECTION TO THE INTERNET.

          9             SO THESE TWO TECHNOLOGIES, LEVERAGING THE TWO KEY

         10   WIRES INTO THE HOME, THE CABLE T.V. WIRE AND THE TELEPHONE

         11   WIRE, IN THE NEXT YEAR OR TWO ARE GOING TO REVOLUTIONIZE

         12   ACCESS TO THE INTERNET.  THIS MEANS HIGH-SPEED CAPACITY AND

         13   THE ABILITY TO DOWNLOAD SOFTWARE VERY RAPIDLY.  AND THIS

         14   COULD LITERALLY CHANGE THE NATURE OF OUR INDUSTRY.

         15             THE WHOLE IMPORTANCE, FOR INSTANCE, OF THE OEM

         16   CHANNEL MIGHT BECOME ECLIPSED.  IT COULD VERY WELL BE IN THE

         17   FUTURE THAT WHEN YOU BUY A PERSONAL COMPUTER, YOU'LL TAKE

         18   DELIVERY OT IT.  IT WON'T REALLY HAVE A LOT OF SOFTWARE ON

         19   IT AT ALL.  IT WILL JUST HAVE ENOUGH SOFTWARE TO BASICALLY

         20   PULL DOWN THE LATEST AND MOST UP-TO-DATE SOFTWARE WHEN YOU

         21   TAKE IT HOME AND PLUG IT IN, EITHER TO YOUR CABLE T.V.

         22   OUTLET OR TO YOUR PHONE OUTLET.

         23             SO I THINK THESE ARE GOING TO HAVE A VERY PROFOUND

         24   IMPACT ON THE WHOLE INDUSTRY IN A RELATIVELY SHORT ORDER.

         25   Q.  DOES THIS DEVELOPMENT CONCERN MICROSOFT?
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          1   A.  YES, SIR, IT DOES.  CLEARLY WE ARE VERY CONCERNED ABOUT

          2   WHAT COULD HAPPEN HERE.  IT PUTS THE PEOPLE WHO ARE

          3   PROVIDING YOU WITH THAT ACCESS TO THE NETWORK -- THE HIGH

          4   SPEED NETWORK -- IN A RELATIVELY STRONG POSITION TO HAVE

          5   QUITE A STRONG INFLUENCE OVER WHAT SOFTWARE YOU CHOOSE TO

          6   DOWNLOAD ONTO YOUR COMPUTER.

          7             SO WE BELIEVE THAT THE CABLE NETWORK PROVIDERS AND

          8   OTHER COMPANIES, LIKE AOL, WHO HAVE PROVIDED INTERNET ACCESS

          9   TO LARGE NUMBERS OF USERS COULD HAVE A MUCH GREATER SAY OVER

         10   THE SOFTWARE THAT PEOPLE RUN IN THE FUTURE.

         11   Q.  AND HOW DO YOU MEET THAT NEW SITUATION IN TERMS OF

         12   CONTINUING TO SELL WINDOWS?

         13   A.  WELL, WE'RE TRYING TO UNDERSTAND THAT AT THE MOMENT.

         14   WHAT WE ARE TRYING TO DO IS TO MAKE SURE THAT, AT A MINIMUM,

         15   WE MAKE IT VERY EASY FOR PEOPLE TO UPDATE THEIR SOFTWARE

         16   OVER THE INTERNET.  SO WE'RE INVESTING A LOT IN TERMS OF

         17   MAKING IT SO THAT WE CAN DELIVER THE LATEST SOFTWARE TO

         18   CUSTOMERS USING THESE NEW HIGH-SPEED CONNECTIONS.  BUT,

         19   FRANKLY, IT'S ONE OF THE CHALLENGES THAT WE FACE AND WHICH

         20   WE'RE REALLY TRYING TO COME TO GRIPS WITH IT AT THE CURRENT

         21   TIMES.

         22   Q.  NOW, MR. BOIES SUGGESTED ON CROSS-EXAMINATION THAT

         23   WINDOWS FACES NO CURRENT EFFECTIVE COMPETITION AND POINTED

         24   TO ITS HIGH SHARE OF WHAT THE PLAINTIFFS CALL THE P.C.

         25   OPERATING-SYSTEM MARKET.  DO YOU RECALL THAT?
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          1   A.  I DO, SIR.

          2   Q.  IN YOUR DIRECT TESTIMONY, YOU MENTION SEVERAL PLACES

          3   WHAT YOU CALL AN "INFLECTION POINT." CAN YOU TELL THE COURT

          4   WHAT YOU MEAN BY AN "INFLECTION POINT," PLEASE?

          5   A.  YES, I CAN TRY TO.  THE POINT HERE IS THAT SOFTWARE

          6   REQUIRES OTHER TECHNOLOGIES TO RUN AND IS INFLUENCED BY

          7   OTHER TECHNOLOGIES, TYPICALLY, THE UNDERLYING

          8   MICROPROCESSOR, THE MEMORY AND THE CONNECTIVITY, SUCH AS THE

          9   SPEED OF THE INTERNET.  AND IN THIS INDUSTRY WHEN CHANGES IN

         10   ONE OF THOSE DIMENSIONS REACHES A CERTAIN POINT, NEW THINGS

         11   BECOME POSSIBLE AND NEW USES BECOME POSSIBLE AND NEW

         12   TECHNOLOGIES BECOME POSSIBLE.

         13             AND WHEN THAT HAPPENS, IT CAN HAVE A FAIRLY

         14   DRAMATIC EFFECT ON THE WHOLE INDUSTRY.  INITIALLY, AN

         15   EXAMPLE WOULD BE THE GRAPHICAL-USER INTERFACE ITSELF.  IN

         16   EARLY 1980'S, PERSONAL COMPUTERS AND THE MICROPROCESSORS

         17   THAT THEY HAD AT THAT POINT WERE RELATIVELY PUNY AND THEY

         18   COULDN'T RUN THE ADDITIONAL SOFTWARE VERY EFFECTIVELY TO

         19   PROVIDE A GRAPHICAL-USER INTERFACE.

         20             WHEN WE GOT TO THE POINT WHERE MICROPROCESSORS

         21   REACHED A CERTAIN THRESHOLD IN TERMS OF THEIR POWER AND

         22   CAPABILITIES, THEN IT BECAME POSSIBLE TO DEVELOP A

         23   GRAPHICAL-USER INTERFACE.  AND THAT HAD A FAIRLY IMPORTANT

         24   IMPACT ON THE WHOLE INDUSTRY.

         25             PERHAPS THE BIGGEST -- OR A VERY GOOD EXAMPLE OF
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          1   THIS KIND OF AN INFLECTION POINT IS THE INTERNET ITSELF,

          2   WHICH IS HAVING A LOT OF MAJOR EFFECTS ON OUR INDUSTRY.

          3   WE'VE SPOKEN ABOUT THIS WHOLE EFFECT OF WEB PAGES AS

          4   APPLICATIONS.  WE'VE SPOKEN ABOUT HOW THE INTERNET HAS MADE

          5   IT MUCH MORE EASY TO DISTRIBUTE SOFTWARE, AND THAT'S GOING

          6   TO BECOME EVEN MORE PRONOUNCED IN THE FUTURE.

          7             SO THESE NEW TECHNOLOGICAL DEVELOPMENTS CAN UPSET

          8   WHAT'S BEEN POSSIBLE IN THE INDUSTRY BEFORE AND LEAD TO VERY

          9   RAPID CHANGES.  AND THE HIGH-TECHNOLOGY INDUSTRY IN

         10   PARTICULAR IS SUSCEPTIBLE TO THESE POINTS CALLED INFLECTION

         11   POINTS.  AND IT'S A TERM POPULARIZED BY DR. GROVE OF INTEL.

         12   AND HE WROTE A WHOLE BOOK ON IT.  HIS POINT WAS THAT A KEY

         13   THING THAT MANAGERS IN THE HIGH-TECHNOLOGY SPACE NEED TO

         14   REALLY PAY ATTENTION TO IS THESE INFLECTION POINTS, BECAUSE

         15   THAT'S WHEN THINGS CHANGE VERY RAPIDLY.  AND YOU CAN BE

         16   RENDERED OBSOLETE VERY RAPIDLY IF YOU'RE NOT CAREFUL.

         17             MR. WARDEN:  I NOW PLACE BEFORE THE WITNESS WHAT

         18   HAS BEEN MARKED AS DEFENDANT'S EXHIBIT 2335 AND OFFER IT.

         19   THIS IS AN E-MAIL AUTHORED BY THE WITNESS.

         20             MR. BOIES:  NO OBJECTION, YOUR HONOR.

         21             THE COURT:  DEFENDANT'S 2335 IS ADMITTED.

         22                                   (WHEREUPON, DEFENDANT'S

         23                                   EXHIBIT NUMBER 2335 WAS

         24                                   RECEIVED IN EVIDENCE.)

         25   BY MR. WARDEN:
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          1   Q.  I TAKE IT YOU'VE SEEN THIS DOCUMENT BEFORE, MR. MARITZ?

          2   A.  I HAVE, MR. WARDEN.

          3   Q.  IN SEPTEMBER 1995, WHAT WERE MR. SILVERBERG AND

          4   MR. ALLCHIN'S RESPONSIBILITIES AT MICROSOFT?

          5   A.  AT THAT POINT IN TIME, THEY WERE MEMBERS OF MY

          6   MANAGEMENT TEAM.  MR. SILVERBERG WAS FOCUSED ON WINDOWS 95

          7   AND ITS RELATED PRODUCTS.  AND MR. ALLCHIN WAS FOCUSED ON

          8   WINDOWS NT AND ITS RELATED PRODUCTS.

          9   Q.  I WANT TO DIRECT YOUR ATTENTION TO THE SECTION UNDER THE

         10   HEADING "PRIORITIES FOR THE PLATFORMS GROUP," AND

         11   PARTICULARLY TO THE HIGHLIGHTED PORTIONS.  THE FIRST ONE

         12   SAYS HERE IN SEPTEMBER 1995, "WE HAVE A HUGE CHALLENGE AND A

         13   HUGE OPPORTUNITY."

         14             IS THAT THE SUBJECT OF THIS E-MAIL -- THAT

         15   CHALLENGE AND OPPORTUNITY?

         16   A.  YES, SIR.

         17   Q.  AND THEN WE HAVE THE HEADING "THE INTERNET" WHERE YOU

         18   WRITE, "THE CHALLENGE IS THAT WE ARE IN THE MIDST OF THE

         19   `THIRD' DIGITAL COMPUTER REVOLUTION."

         20             IS THERE ANY EQUIVALENCE BETWEEN WHAT YOU CALL A

         21   DIGITAL COMPUTER REVOLUTION IN THIS E-MAIL AND WHAT

         22   DR. GROVE, AND NOW YOU IN YOUR TESTIMONY, HAVE REFERRED TO

         23   AS INFLECTION POINTS?

         24   A.  YES.  AS I SAID, ALL THREE OF THOSE ARE GOOD EXAMPLES OF

         25   TECHNOLOGICAL DEVELOPMENTS THAT CHANGE THE NATURE OF AN
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          1   INDUSTRY.

          2   Q.  CAN YOU TELL THE COURT HOW, IF AT ALL, TO THE EXTENT

          3   YOU'VE NOT ALREADY DISCUSSED IT, THE INTERNET AND THE

          4   CHALLENGE IT POSED RELATES TO COMPETITION FOR WINDOWS?

          5   A.  WELL, THIS IS A GOOD EXAMPLE OF HOW A CHANGE IN

          6   TECHNOLOGY CAN GIVE BIRTH AND SUPPORT TO A COMPETITOR.  AND,

          7   IN THIS CASE, WE HAD NETSCAPE THAT CLEARLY HAD BEEN BORN ON

          8   THE INTERNET AND WAS LEVERAGING THAT AS BOTH A REASON FOR

          9   CUSTOMERS TO BUY THEIR PRODUCT AND TO DISTRIBUTE THEIR

         10   PRODUCTS.

         11             AND IT ALSO REALLY ILLUSTRATES A GOOD POINT ABOUT

         12   THE SOFTWARE INDUSTRY, IN PARTICULAR, WHICH IS THAT BECAUSE

         13   YOU DON'T HAVE TO BUILD EXPENSIVE FACTORIES OR HAVE

         14   EXPENSIVE CHANNELS OF DISTRIBUTION, AND BECAUSE THERE'S A

         15   LOT OF PEOPLE OUT THERE WHO CAN WRITE SOFTWARE AND THE TOOLS

         16   OF THE TRADE -- PERSONAL COMPUTERS ARE RELATIVELY

         17   INEXPENSIVE -- THAT IF YOU CAN GET ACCESS TO, YOU KNOW, A

         18   RELATIVELY MODEST SUPPLY OF CAPITAL, YOU CAN ENTER INTO THIS

         19   INDUSTRY VERY RAPIDLY AND, BY SKILLFULLY EXPLOITING ONE OF

         20   THESE INFLECTION POINTS, POSE A VERY SERIOUS CHALLENGE TO

         21   EXISTING FIRMS.

         22   Q.  NOW, IN THE SECOND PARAGRAPH UNDER THE INTERNET HEADING,

         23   IN THE LAST SENTENCE, YOU ASK THE QUESTION, "WHO WILL

         24   PROVIDE THE `DOS' FOR THIS PLATFORM?"

         25             WHAT WAS DOS?
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          1   A.  I BELIEVE I WAS REFERRING THERE TO THE MS-DOS OR DOS

          2   OPERATING SYSTEM, WHICH WAS THE ORIGINAL OPERATING SYSTEM

          3   THAT BECAME POPULAR ON THE BACK OF THE MICROPROCESSOR

          4   REVOLUTION.  AND WHAT I AM POINTING OUT HERE IS THE SECOND

          5   OF THOSE INFLECTION POINTS GAVE RISE TO MICROSOFT ITSELF,

          6   AND ONE OF OUR PRODUCTS, IN PARTICULAR, THAT BECAME VERY

          7   POPULAR IN THAT TIMEFRAME.

          8             AND WHAT I AM DOING IS CHALLENGING OUR PEOPLE TO

          9   REALLY UNDERSTAND THAT WE WERE IN THE MIDST OF A -- AND

         10   STILL ARE IN THE MIDST OF A THIRD KEY INFLECTION POINT, AND

         11   THAT THE CONSEQUENCES WERE GOING TO BE VERY IMPORTANT, AND

         12   IF WE DIDN'T REALLY CONCENTRATE AND INNOVATE AND EXECUTE,

         13   THEN WE STOOD THE VERY REAL POSSIBILITY OF BEING ECLIPSED.

         14   Q.  NOW, IN THAT SENTENCE YOU USED THE TERM "PLATFORM," AND

         15   IN THE NEXT PARAGRAPH, YOU REFER TO NETSCAPE AS EMERGING AS

         16   THE OWNERS OF A NEW PLATFORM.  DO YOU SEE THAT?

         17   A.  I SEE THAT.

         18   Q.  WHAT IS THE PLATFORM TO WHICH YOU'RE REFERRING?

         19   A.  WELL, IT REFERS TO NETSCAPE'S CLIENT AND SERVER

         20   SOFTWARE.  EARLIER IN MY TESTIMONY, WE WENT THROUGH THIS IN

         21   A FAIR AMOUNT OF DETAIL, THAT CLEARLY WE SAW THE NETSCAPE

         22   CLIENT AND SERVER SOFTWARE AS A COMPETITIVE CHALLENGE TO

         23   WINDOWS, IN PARTICULAR.

         24   Q.  YOU ALSO MAKE THE COMMENT THERE THAT NETSCAPE IS

         25   DANGEROUS TO MICROSOFT, "EVEN THOUGH THEY ARE ONLY A $16
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          1   MILLION COMPANY AND WE ARE A $2 BILLION-PLUS COMPANY."

          2             DO YOU SEE THAT?

          3   A.  I SEE THAT.

          4   Q.  HOW, IF AT ALL, DOES THAT COMMENT RELATE TO THE

          5   TESTIMONY YOU'VE GIVEN HERE?

          6   A.  WELL, IT RELATES TO WHAT I'VE SAID EARLIER.  BECAUSE OF

          7   THE NATURE OF THE SOFTWARE INDUSTRY, IT'S POSSIBLE FOR A NEW

          8   ENTRANT TO COME AND CHALLENGE AN EXISTING COMPANY.  AND I

          9   DREW THE ANALOGY THERE TO THE WAY IN WHICH MICROSOFT WAS

         10   INITIALLY A MUCH SMALLER COMPANY THAN IBM, YET WE, OVER

         11   TIME, BECAME SIGNIFICANT COMPETITION TO THEM.  SO THAT'S

         12   WHAT I WAS POINTING OUT HERE.

         13   Q.  ARE THERE OTHER EXAMPLES, OF WHICH YOU'RE AWARE, OF

         14   SMALL COMPANIES, BESIDES MICROSOFT AND NETSCAPE, HAVING

         15   BECOME IMPORTANT COMPETITIVE FACTORS IN THE SOFTWARE

         16   BUSINESS?

         17   A.  YES.  A GOOD EXAMPLE WOULD BE THE LOTUS NOTES PROGRAM,

         18   WHICH WAS INITIALLY DEVELOPED BY A SMALL COMPANY BY THE NAME

         19   OF IRIS ASSOCIATES.  IN THE REGION OF 30 -- 20, 30 OR 40

         20   PEOPLE DEVELOPED THAT PROGRAM INITIALLY.  AND THAT'S A

         21   PROGRAM THAT IBM LATER PAID ESSENTIALLY $3 BILLION FOR.

         22             SO, AGAIN, A SMALL PEOPLE OF PEOPLE LEVERAGING

         23   SOME NEW NEED, TAKING ADVANTAGE OF THE FACT THAT IT'S

         24   RELATIVELY INEXPENSIVE TO DEVELOP SOFTWARE, COMPARED TO

         25   OTHER INDUSTRIES, AND WERE ABLE TO HAVE A PROFOUND EFFECT ON
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          1   THE MARKETPLACE.

          2   Q.  NOW, AT THE TIME YOU WROTE THIS MEMORANDUM OR E-MAIL IN

          3   SEPTEMBER '95, WAS THERE COMPLETE CONFIDENCE AT MICROSOFT OR

          4   IN THE INDUSTRY AT LARGE THAT MICROSOFT WOULD SURVIVE AND

          5   THRIVE IN THIS NEW INFLECTION POINT?

          6   A.  NO, NOT AT ALL.  THERE WAS SIGNIFICANT CONCERN, BOTH

          7   WITHIN MICROSOFT AND WITHOUT MICROSOFT, PARTICULARLY AT THIS

          8   POINT IN TIME, IN THE SECOND HALF OF 1995.  IT WAS QUITE

          9   COMMON FOR MEMBERS OF THE ANALYST COMMUNITY AND THE PRESS TO

         10   REALLY POINT OUT THAT THERE WAS A DISTINCT POSSIBILITY THAT

         11   MICROSOFT COULD BE ECLIPSED IN THIS CHANGE, AND CERTAINLY

         12   STARTED THEN AND ACTUALLY HAS NOT CEASED.  THERE ARE STILL

         13   PEOPLE WHO POINT THIS OUT.

         14   Q.  NOW, ASIDE FROM THE INTERNET DEVELOPMENTS THAT YOU'VE

         15   DISCUSSED IN TERMS OF HIGH-SPEED ACCESS, AND APPLICATIONS ON

         16   THE WEB, AND SO FORTH, IS THERE ANY OTHER INFLECTION POINT

         17   IMMINENT IN YOUR BUSINESS TODAY?

         18   A.  WE ARE CERTAINLY CONCERNED ABOUT A RELATED DEVELOPMENT,

         19   WHICH IS THE EMERGENCE OF SO-CALLED COMPUTING APPLIANCES OR

         20   INFORMATION APPLIANCES.  AND THIS IS A BROAD TERM THAT

         21   COVERS A LARGE RANGE OF COMPUTING DEVICES THAT DON'T LOOK

         22   LIKE A PERSONAL COMPUTER, OR A MINICOMPUTER, OR A MAINFRAME.

         23             THEY WOULD INCLUDE SUCH THINGS AS SET-TOP BOXES,

         24   WHICH ARE THE COMPUTER INTELLIGENCE THAT PEOPLE ARE ADDING

         25   TO T.V.'S TO ALLOW THEM TO PROCESS DIGITAL SIGNALS AND DO
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          1   MORE ADVANCED THINGS.  THEY WOULD INCLUDE SUCH THINGS AS

          2   HAND-HELD DEVICES THAT MAY OR MAY NOT EVEN HAVE A KEYBOARD

          3   ON THEM.  THEY WOULD INCLUDE SUCH THINGS AS COMPUTERS THAT

          4   ARE PUT INTO THE DASHBOARD OF A CAR.  AND THEY WOULD INCLUDE

          5   THINGS SUCH AS GAMES CONSOLES, WHICH TODAY ARE DEVICES --

          6   VERY CHEAP DEVICES FOR PLAYING COMPUTER GAMES, ATTACHED TO A

          7   TELEVISION, BUT ARE BECOMING VERY SOPHISTICATED COMPUTING

          8   DEVICES.

          9   Q.  DO YOU THINK DEVICES, FOR EXAMPLE, LIKE THE PALM PILOT,

         10   ACTUALLY ARE OR COULD BE A SOURCE OF COMPETITION TO WINDOWS?

         11   A.  I THINK THEY HAVE THE POTENTIAL TO BECOME SO, MUCH IN

         12   THE SAME WAY AS THE PERSONAL COMPUTER BACK IN THE 1980'S DID

         13   NOT DIRECTLY COMPETE WITH A MAINFRAME, BUT, OVER TIME, BY

         14   VIRTUE OF THE SEMICONDUCTOR BUSINESS PROGRESSING AND

         15   MICROPROCESSORS BECOME CHEAPER AND MORE POWERFUL, PERSONAL

         16   COMPUTERS WERE ABLE TO TAKE ON MANY OF THE SAME FUNCTIONS,

         17   DATABASE PROCESSING AND OTHER SOFTWARE THAT WAS DONE ON A

         18   MAINFRAME.

         19             AND THE ONE THING WE DO KNOW IN THIS INDUSTRY IS

         20   THAT THE SEMICONDUCTOR REVOLUTION ISN'T FINISHED.  THAT IT

         21   CONTINUES.  AND WE CAN LOOK FORWARD TO EVER MORE POWERFUL,

         22   CHEAPER, FASTER MICROPROCESSORS AND MEMORIES.

         23             SO BY VIRTUE OF THAT, THERE WILL BE THE

         24   OPPORTUNITY FOR PURVEYORS OF THESE DEVICES, LIKE THE PALM

         25   PILOT, TO ADD MORE FUNCTIONALITY.  AND I THINK THAT THERE IS
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          1   THE POSSIBILITY THAT THEY COULD DO MORE THINGS, BOTH IN

          2   TERMS OF OFFERING MORE SOPHISTICATED WEB BROWSERS, MORE

          3   SOPHISTICATED SOFTWARE TO PROCESS ELECTRONIC MAIL, WRITE

          4   DOCUMENTS, ET CETERA.  SO I AM CONCERNED ABOUT THEM IN TERMS

          5   OF COMPETITION -- POTENTIAL COMPETITION TO WINDOWS.

          6   Q.  DOES THE PALM PILOT USE A MICROSOFT OPERATING SYSTEM?

          7   A.  NO, IT DOESN'T.  IT USES ITS OWN OPERATING SYSTEM.

          8             MR. WARDEN:  YOUR HONOR, I NOW PLACE BEFORE THE

          9   WITNESS AND OFFER WHAT HAS BEEN MARKED AS DEFENDANT'S

         10   EXHIBIT 2280, A JANUARY 14, 1999 ARTICLE FROM CNET, ENTITLED

         11   "IBM SAYS THE P.C. IS ON ITS LAST LEGS."

         12             MR. BOIES:  NO OBJECTION, YOUR HONOR.

         13             THE COURT:  DEFENDANT'S 2280 IS ADMITTED.

         14                                   (WHEREUPON, DEFENDANT'S

         15                                   EXHIBIT NUMBER 2280 WAS

         16                                   RECEIVED IN EVIDENCE.)

         17   BY MR. WARDEN:

         18   Q.  MR. MARITZ, THIS ARTICLE REFERS TO AN INTERVIEW WITH IBM

         19   RESEARCHER, PAUL HORN.  DO YOU KNOW WHO MR. HORN IS?

         20   A.  I DON'T KNOW HIM PERSONALLY.  I DO KNOW BASICALLY WHO HE

         21   IS.  HE'S AN IBM SENIOR VICE-PRESIDENT AND A SENIOR MEMBER

         22   OF THEIR RESEARCH STAFF.

         23   Q.  THE SECOND PARAGRAPH READS, "THE PERSONAL COMPUTER IS

         24   ABOUT TO BE SHOVED ASIDE TO MAKE ROOM FOR NEW PORTABLE AND

         25   EMBEDDED DEVICES, ACCORDING TO MR. HORN."
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          1             IT GOES ON AND SAYS IN THE FOLLOWING PARAGRAPH,

          2   "THE ERA OF THE P.C. AS KING IS OVER.  WE ARE ENTERING AN

          3   ERA OF `PERVASIVE COMPUTING' IN WHICH WE WILL SEE A DRAMATIC

          4   INCREASE IN THE USE OF THE APPLICATION-SPECIFIC HAND-HELD

          5   AND [OTHER SPECIALIZED] DEVICES TO CONDUCT E-BUSINESS AND

          6   SIMPLIFY OUR LIVES."

          7             AND, FINALLY, ON THE NEXT PAGE, MR. HORN SAYS,

          8   "AFTER MORE THAN 15 YEARS AS THE CENTER OF THE COMPUTING

          9   UNIVERSE, THE P.C. IS ABOUT TO GIVE WAY TO THIS NEW BREED OF

         10   HAND-HELD AND EMBEDDED DEVICES."

         11             DO YOU SEE THOSE COMMENTS?

         12   A.  I DO.

         13   Q.  DO YOU AGREE WITH MR. HORN?

         14   A.  I BELIEVE THAT THIS -- THERE WILL BE A TREND TOWARDS

         15   MUCH GREATER USE OF DEVICES -- THESE INFORMATION APPLIANCE

         16   DEVICES THAT DON'T LOOK OR FUNCTION IN EXACTLY THE SAME WAY

         17   AS A TRADITIONAL PERSONAL COMPUTER.  SO I BELIEVE THAT THIS

         18   IS AN INEVITABLE TREND.  IT IS OCCASIONED BY THE FACT THAT

         19   MICROPROCESSORS CONTINUE TO GET CHEAPER.  YOU CAN BUILD

         20   THESE TYPES OF DEVICES, DO FAIRLY SOPHISTICATED THINGS IN

         21   THEM, AND YOU HAVE THIS UBIQUITOUS CONNECTIVITY THAT'S

         22   COMING FROM THE INTERNET TO COMPLEMENT THAT.

         23             THE COURT:  WHAT'S AN EMBEDDED DEVICE?

         24             THE WITNESS:  TYPICALLY -- IT'S A BROAD TERM, BUT,

         25   TYPICALLY, IT MEANS A DEVICE THAT IS EMBEDDED WITHIN SOME

                                                                              39

          1   BROADER SYSTEM.  SO AN EXAMPLE WOULD BE HERE IF YOU HAVE A

          2   COMPUTER IN THE DASHBOARD OF YOUR CAR, IN THAT SENSE, IT'S

          3   EMBEDDED IN SOME LARGER SYSTEM.

          4             THE COURT:  ALL RIGHT.

          5   BY MR. WARDEN:

          6   Q.  IS THE P.C. ABOUT TO GO THE WAY OF THE DINOSAUR AS A

          7   RESULT OF THE TRENDS THAT MR. HORN DISCUSSES?

          8   A.  I CERTAINLY HOPE NOT.  WE'RE WORKING VERY HARD TO TRY

          9   AND MAKE SURE THAT THE P.C. REMAINS VERY RELEVANT TO PEOPLE

         10   AND THAT THEY HAVE A GOOD REASON TO WANT TO CONTINUE TO BUY

         11   THEM.

         12             THAT BEING SAID, THERE IS NO STOPPING THE

         13   EMERGENCE OF THESE NEW TYPES OF DEVICES.  NOW, YOU CAN'T

         14   CARRY A P.C. IN YOUR POCKET; YOU CAN'T PUT A P.C. INTO THE

         15   DASHBOARD OF YOUR CAR.  SO THERE ARE GOING TO BE A CATEGORY

         16   OF THESE OTHER DEVICES.  AND THE CRITICAL THING THAT IS

         17   IMPORTANT FOR US HERE IS THAT EACH OF THOSE IS POTENTIALLY

         18   THE BREEDING GROUND OF COMPETITION, IN THE SAME WAY AS THE

         19   P.C., WHICH INITIALLY FOCUSED ON A SPECIFIC APPLICATION,

         20   WORD PROCESSING AND SPREADSHEET, COMPETED WITH THE

         21   MAINFRAME.  SO WE TAKE THIS VERY SERIOUSLY.

         22             MR. WARDEN:  I NOW PLACE BEFORE THE WITNESS AND

         23   OFFER WHAT HAS BEEN MARKED AS DEFENDANT'S EXHIBIT 2320, A

         24   JANUARY 15, 1999 ARTICLE FROM CNET, ENTITLED "ELLISON:  THE

         25   NET WILL BREAK MICROSOFT."
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          1             MR. BOIES:  NO OBJECTION, YOUR HONOR.

          2             THE COURT:  DEFENDANT'S 2320 IS ADMITTED.

          3                                   (WHEREUPON, DEFENDANT'S

          4                                   EXHIBIT NUMBER 2320 WAS

          5                                   RECEIVED IN EVIDENCE.)

          6   BY MR. WARDEN:

          7   Q.  WHO IS ELLISON, BY THE WAY, MR. MARITZ?

          8   A.  I THINK EVERYBODY IN THE WORLD PROBABLY KNOWS WHO

          9   MR. ELLISON IS, BUT I WILL EXPLAIN.  HE IS THE CHAIRMAN AND

         10   C.E.O. OF ORACLE CORPORATION, THE LARGE SOFTWARE COMPANY.

         11   Q.  WHAT ARE ORACLE'S PARTICULAR PRODUCTS?

         12   A.  THEY HAVE BEEN PARTICULARLY STRONG AND HAVE THE LEADING

         13   DATABASE PRODUCT THAT GETS SOLD ON COMPUTER SERVERS AND

         14   MINICOMPUTERS AND MAINFRAMES.  SO THE ORACLE DATABASE IS THE

         15   DATABASE THAT'S USED BY MANY BUSINESSES TO RUN THEIR

         16   BUSINESS.

         17   Q.  IN THE SECOND PARAGRAPH -- WELL, OF PERHAPS TOPICAL

         18   INTEREST, THOUGH I'M NOT GOING TO QUESTION YOU ABOUT IT, THE

         19   ARTICLE BEGINS, "`THE INTERNET, NOT THE DEPARTMENT OF

         20   JUSTICE, IS THE FORCE THAT WILL BREAK MICROSOFT'S MONOPOLY,'

         21   ORACLE CHIEF EXECUTIVE LARRY ELLISON SAID TODAY."

         22             BUT MOVING ON, "RIGHT NOW, THE CENTER OF GRAVITY

         23   IS THE PERSONAL COMPUTER.  THE INTERNET IS SHOVING THE

         24   COMPUTER OUT OF THE CENTER.  MY PREDICTION IS THAT THE P.C.

         25   WILL BECOME A PERIPHERAL PRODUCT."
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          1             DO YOU SEE THAT?

          2   A.  I SEE THAT, MR. WARDEN.

          3   Q.  WHAT, IF ANY, BEARING DOES THAT COMMENT HAVE ON YOUR

          4   TESTIMONY?

          5   A.  WELL, IT'S CONSISTENT WITH WHAT I'VE TESTIFIED EARLIER,

          6   WHICH IS THAT THERE ARE VERY STRONG COMPANIES THAT HAVE A

          7   BELIEF THAT, IN THE FUTURE, MANY COMPUTING NEEDS, IF NOT

          8   MOST COMPUTING NEEDS, CAN BE MET BY HAVING A STRONG SET OF

          9   SERVER PRODUCTS THAT PROJECT FUNCTIONALITY DOWN TO THE

         10   END USER AS A SET OF WEB PAGES.

         11             AND I KNOW, IN PARTICULAR, ORACLE AND SUN

         12   MICROSYSTEMS ARE STRONG BELIEVERS IN THAT MODEL.  AND, AS

         13   SUCH, THEY BELIEVE THAT THAT'S GOING TO GREATLY UNDERMINE

         14   THE VALUE OF THE PERSONAL -- OF THE WINDOWS-BASED PERSONAL

         15   COMPUTER IN THE FUTURE.

         16   Q.  DOES MICROSOFT PROVIDE OPERATING SYSTEMS FOR HAND-HELD

         17   AND EMBEDDED DEVICES?

         18   A.  YES, MR. WARDEN.  WE RECOGNIZED A COUPLE OF YEARS AGO

         19   THAT THAT WAS AN INEVITABLE TREND IN THIS INDUSTRY AND, AS A

         20   RESULT, WE'VE HAD TO DEVELOP A DIFFERENT OPERATING SYSTEM

         21   THAT USES COMPLETELY DIFFERENT TECHNOLOGY FROM WINDOWS 95

         22   OR 98.  AND WE CALL THAT WINDOWS CE.  THE "CE" STANDS FOR

         23   CONSUMER ELECTRONICS.

         24             AND THAT PRODUCT HAS BEEN DEVELOPED AND IS BEING

         25   DEVELOPED FOR THESE INFORMATION APPLIANCE DEVICES, SET-TOP
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          1   BOXES, HAND-HELD DEVICES, CAR COMPUTERS, ET CETERA.

          2   Q.  ARE THERE COMPETITORS -- DIRECT COMPETITORS TO THAT

          3   PRODUCT?

          4   A.  YES, THERE ARE MANY COMPETING SYSTEMS IN THAT SPACE.  IN

          5   PARTICULAR, THERE ARE PRODUCTS LIKE THE PALM OS, WHICH IS

          6   USED IN THE PALM PILOT.  THERE ARE OTHER OPERATING SYSTEMS

          7   FROM CONSUMER ELECTRONICS COMPANIES, SUCH AS THE APERIOS

          8   (PHONETICS) SYSTEM FROM SONY CORPORATION.

          9             THERE IS A WHOLE HOST OF OPERATING SYSTEMS THAT

         10   COME OUT OF THE TRADITIONAL INDUSTRIAL CONTROL SPACE,

         11   SOMETIMES ALSO REFERRED TO AS THE EMBEDDED MARKET, WIND

         12   RIVER, AND MANY OTHER SYSTEMS.

         13             AND, IN PARTICULAR, THIS IS A SPACE THAT IS BEING

         14   TARGETED BY SUN MICROSYSTEMS WITH THEIR PERSONAL JAVA

         15   PRODUCT.  AND THEY HAVE SEVERAL OFFERINGS THAT THEY ARE

         16   BEING VERY AGGRESSIVE IN PROMOTING AS A SOLUTION FOR THESE

         17   TYPES OF DEVICES.

         18   Q.  NOW, GOING BACK TO THE DESKTOP ITSELF, WHICH, IF ANY,

         19   NON-MIRCOSOFT OPERATING SYSTEMS CURRENTLY COMPETE --

         20   A.  ARE WE DONE WITH THIS DOCUMENT?

         21   Q.  YES.

         22   A.  THANK YOU.

         23   Q.   -- WITH WINDOWS ON THE DESKTOP?  I KNOW YOU'VE

         24   MENTIONED THIS DURING THE EARLIER QUESTIONING BY MR. BOIES.

         25   I WOULD JUST LIKE TO GET A COMPLETE LIST AT THIS POINT.
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          1   A.  THERE ARE A NUMBER OF COMPETITORS THAT COMPETE WITH

          2   WINDOWS ON THE DESKTOP, AND THERE ARE SOME THAT ARE COMMON

          3   TO BOTH THE BUSINESS AND THE HOME OR ACADEMIC ENVIRONMENTS.

          4   THERE ARE SOME THAT ARE MORE PRONOUNCED IN ONE VERSUS THE

          5   OTHER.

          6             IN GENERAL, THE MACINTOSH OPERATING SYSTEM

          7   COMPETES WITH WINDOWS IN THE SENSE THAT EVERY TIME A

          8   CONSUMER WANTS TO BUY A COMPUTING SYSTEM, HE HAS A CHOICE

          9   BETWEEN A WINDOWS SYSTEM OR A MACINTOSH-BASED SYSTEM.

         10             THERE IS COMPETITION FROM THE BE OS THAT WE SPOKE

         11   ABOUT YESTERDAY.  THERE'S COMPETITION IN THE BUSINESS SPACE

         12   FROM IBM'S OS/2.  THERE IS COMPETITION IN BOTH SPACES FROM

         13   THE LINUX OPERATING SYSTEM.  THERE'S COMPETITION IN THE

         14   BUSINESS SPACE FROM UNIX SYSTEMS, PARTICULARLY UNIX

         15   WORKSTATION SYSTEMS.

         16             IN THE BUSINESS SPACE, WE ALSO HAVE COMPETITION

         17   FROM PEOPLE USING MINICOMPUTERS AND MAINFRAMES AND SERVERS

         18   AS THE LOCUS FOR COMPUTING AND THEN PROJECTING THE

         19   INFORMATION OUT TO THE USER, EITHER IN A TRADITIONAL

         20   TERMINAL ATTACHED TO A MINI COMPUTER OR A MAINFRAME, OR IN

         21   TERMS OF A NETWORK COMPUTER COOPERATING WITH A SERVER

         22   SYSTEM.

         23             AND THEN -- SO THOSE ARE SOME OF THE COMPETITORS

         24   THAT WINDOWS FACES IN THE BUSINESS AND CONSUMER SPACES.

         25   Q.  NOW, WE'VE TALKED ABOUT, OVER THE LAST FEW DAYS, THE
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          1   BE OS AND LINUX.  OS/2 -- I THINK YOU SAID THAT'S IN THE

          2   BUSINESS SEGMENT; IS THAT CORRECT?

          3   A.  THAT'S PRIMARILY IN THE BUSINESS SEGMENT, GIVEN THAT

          4   IT'S AN IBM ARCHITECTURE AND IBM PROMOTES IT THERE.

          5   Q.  AND THE MACINTOSH HAS CERTAINLY BEEN REFERRED TO IN

          6   THESE PROCEEDINGS A NUMBER OF TIMES.  IS THAT CURRENTLY AN

          7   EFFECTIVE COMPETITOR ON THE DESKTOP?

          8   A.  YES.  IN FACT, SINCE STEVE JOBS TOOK OVER APPLE IN THE

          9   MIDDLE OF 1997, WE'VE SEEN ACTUALLY SOMEWHAT OF A

         10   RENAISSANCE IN APPLE'S FORTUNES.  IN PARTICULAR, THEY

         11   INTRODUCED THE IMAC APPLE COMPUTER APPROXIMATELY -- I THINK

         12   IT WAS IN MAY OF LAST YEAR, AND HAVE SEEN STRONG SALES ON

         13   THAT.

         14             I BELIEVE MR. JOBS HAS SAID THAT SINCE THE

         15   INTRODUCTION OF THE IMAC COMPUTER, THAT WE'VE SEEN A LARGE

         16   NUMBER OF NEW APPLICATIONS ACTUALLY COME OVER TO THE APPLE

         17   MACINTOSH PLATFORM.

         18   Q.  NOW, GOING TO UNIX -- WHICH I THINK YOU SAID WAS IN THE

         19   BUSINESS SEGMENT; IS THAT CORRECT?

         20   A.  IT'S IN BOTH.  IT DEPENDS HOW YOU WANT TO DEFINE UNIX,

         21   BECAUSE, AS I SAID, I CONSIDER LINUX TO BE A FORM OF UNIX,

         22   AND IT'S IN BOTH SPACES.

         23   Q.  WELL, LEAVING LINUX ASIDE, AND LOOKING AT UNIX --

         24   UNBRANDED UNIX, IF THERE IS SUCH A THING -- HOW DOES UNIX

         25   COMPETE WITH WINDOWS IN THE BUSINESS SEGMENT?
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          1   A.  WELL, IT COMPETES IN TWO WAYS.  ONE IS IT CAN BE USED AS

          2   A TRADITIONAL DESKTOP OPERATING SYSTEM.  AND, TYPICALLY,

          3   CLIENT MACHINES RUNNING UNIX ARE REFERRED TO AS WORK

          4   STATIONS.  AND THE LINE BETWEEN THOSE TWO IS -- BETWEEN

          5   P.C.'S AND WORK STATION HAS BECOME INCREASINGLY BLURRED OVER

          6   THE YEARS.

          7             IT ALSO COMPETES IN THE SENSE THAT A LOT OF THE

          8   NETWORK COMPUTERS AND TERMINALS RUN AGAINST UNIX SERVERS.

          9   SO THAT HAS BEEN PUT FORWARD AS AN ALTERNATIVE WAY TO MEET

         10   PEOPLE'S COMPUTING NEEDS, PARTICULARLY IN THE BUSINESS

         11   ENVIRONMENT.

         12   Q.  NOW, AS TO -- LET'S GO ON TO LINUX ITSELF.  PROFESSOR

         13   FISHER TESTIFIED, WHEN HE WAS HERE, THAT THE NOTION THAT

         14   MICROSOFT WOULD THINK IT'S IN DANGER OF LOSING SALES TO

         15   LINUX IS A JOKE.  AND I QUOTE THE WORD "JOKE."

         16             DO YOU AGREE WITH PROFESSOR FISHER?

         17   A.  NO, I DON'T.  AS I SAID, LINUX IS A VERY COMPLETE AND

         18   SOPHISTICATED OPERATING SYSTEM.  AND THERE IS A LOT OF WORK

         19   BEING DONE TO IMPROVE IT IN OF ITSELF, PARTICULARLY TO MAKE

         20   IT EASIER TO USE AND EASIER FOR PEOPLE TO SET UP ON THEIR

         21   PERSONAL COMPUTERS.

         22             AND, IN PARTICULAR, THERE IS THIS ISSUE THAT THERE

         23   IS AND WILL BE LARGE NUMBERS OF APPLICATIONS AVAILABLE FOR

         24   IT.  THIS IS REALLY SOMETHING THAT HAS BECOME VERY

         25   PRONOUNCED IN THE LAST SEVERAL MONTHS.  AND AS I SAID
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          1   YESTERDAY, YOU CAN HARDLY LOOK AT A COMPUTER JOURNAL OR EVEN

          2   A POPULAR NEWSPAPER THESE DAYS WITHOUT SEEING AN ARTICLE

          3   ABOUT LINUX AND THE OPEN-SOFTWARE MOVEMENT.

          4   Q.  MR. BOIES SHOWED YOU A DOCUMENT YESTERDAY, GOVERNMENT

          5   EXHIBIT 1568.  I DON'T KNOW IF THOSE ARE STILL UP THERE.

          6   HERE'S A NEW COPY.

          7   A.  I THINK I DO HAVE A COPY, BUT IT WILL TAKE ME A LITTLE

          8   WHILE TO FIND IT.

          9   Q.  AND HE SUGGESTED, BASED ON A STATEMENT AT THE TOP OF THE

         10   SECOND PAGE OF THIS ARTICLE, THAT LINUX COMPETES ONLY WITH

         11   MICROSOFT'S WINDOWS NT OPERATING SYSTEM WITH SERVERS.  IS

         12   THAT CORRECT?

         13   A.  NO.  I DON'T BELIEVE IT IS CORRECT.  THE REASON IS ONE

         14   WAY TO ILLUSTRATE THAT IS IF YOU -- FOR INSTANCE, THIS

         15   PARTICULAR COMPANY, RED HAT, DID A SURVEY LAST YEAR WHERE

         16   THEY ESTIMATED THAT THERE WERE ABOUT 7.5 MILLION USERS OF

         17   THE LINUX OPERATING SYSTEM.  AND YOU CAN'T GET TO THAT

         18   NUMBER OF USERS JUST ON SERVERS.

         19             THE TOTAL NUMBER OF SERVERS SOLD IN THE WORLD OF

         20   ANY FLAVOR, BE IT BASED UPON PERSONAL COMPUTERS, OR

         21   MINICOMPUTERS, OR SPECIALIZED SERVER HARDWARE, IS ABOUT 3

         22   MILLION UNITS A YEAR.

         23             SO EVEN IF YOU'RE EXTREMELY GENEROUS TO LINUX AND

         24   SAY, YOU KNOW, THEY HAVE A THIRD OF THAT MARKET -- WHICH IS

         25   ABSURD; THEY DON'T -- THERE ARE STILL 5-PLUS MILLION USERS
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          1   THAT MUST BE USING IT ON THEIR DESKTOPS.

          2             SO I THINK THAT THE FACT IS THAT LINUX IS -- WHILE

          3   IT CERTAINLY IS BEING USED ON SERVERS, IT IS ALSO, IN THE

          4   MAJORITY OF CASES, BEING USED ON CLIENT MACHINES.  AND I

          5   BELIEVE THAT ON THE RED HAT WEB SITE, THERE IS, IN FACT, AN

          6   INDICATION, OR AT LEAST I READ AN ARTICLE RECENTLY THAT THEY

          7   HAVE A NEW STUDY COMING UP WHERE THEY ARE GOING TO PROJECT

          8   THAT LINUX USAGE HAS NOW REACHED 12 TO 15 MILLION USERS.

          9   AND THAT JUST FURTHER MAKES THE POINT THAT YOU CAN'T DO THIS

         10   PURELY BASED UPON SERVERS.  THE VAST MAJORITY OF THE USAGE

         11   MUST BE ON CLIENT MACHINES.

         12             MR. WARDEN:  YOUR HONOR, THIS WOULD BE A

         13   CONVENIENT TIME FOR A BREAK.

         14             THE COURT:  ALL RIGHT.

         15             (RECESS WAS TAKEN.)

         16             (AFTER RECESS.)

         17             THE COURT:  I'D LIKE TO RECESS FOR THE NOON HOUR

         18   ABOUT 12:15, IF IT'S ALL RIGHT WITH YOU, MR. WARDEN.

         19             MR. WARDEN:  VERY GOOD, YOUR HONOR.

         20             THE COURT:  WHENEVER IS CONVENIENT.

         21             MR. WARDEN:  THANK YOU.

         22             I NOW PLACE BEFORE THE WITNESS AND OFFER WHAT HAS

         23   BEEN MARKED AS DEFENDANT'S EXHIBIT 2338, AN ARTICLE FROM

         24   YESTERDAY'S WALL STREET JOURNAL ABOUT THE LINUX OPERATING

         25   SYSTEM, ENTITLED "LINUX OPERATING SYSTEM GETS BIG BOOST FROM
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          1   SUPPORT OF HEWLETT PACKARD, SILICON GRAPHICS."

          2             MR. BOIES:  NO OBJECTION, YOUR HONOR.

          3             THE COURT:  DEFENDANT'S 2338 IS ADMITTED.

          4                                   (WHEREUPON, DEFENDANT'S

          5                                   EXHIBIT NUMBER 2338 WAS

          6                                   RECEIVED IN EVIDENCE.)

          7   BY MR. WARDEN:

          8   Q.  THE FIRST THREE PARAGRAPHS OF THIS ARTICLE TALK ABOUT,

          9   AS THE HEADLINE DID, THE OPERATING SYSTEM GETTING ANOTHER

         10   BIG BOOST AS TWO MAJOR COMPUTER MAKERS ANNOUNCE SUPPORT FOR

         11   IT.  AND THEN THE SECOND PARAGRAPH:  "HEWLETT PACKARD AND

         12   SILICON GRAPHICS SAID THEY WILL BE BEGIN PROVIDING LINUX AS

         13   AN OPTION ON SOME OF THEIR COMPUTERS BUILD WITH CHIPS FORM

         14   INTEL CORP."

         15             AND THAT IS THE X86 ARCHITECTURE THAT WE'RE

         16   TALKING ABOUT HERE?

         17   A.  YES, IT IS.  ALTHOUGH, YOU WILL SEE IN THE NEXT SENTENCE

         18   THEY ALSO REFER TO INTEL'S UPCOMING CHIP THAT IS CODE-NAMED

         19   "MERCED."

         20             SO BOTH THE X86 ARCHITECTURE AND THEN HEWLETT

         21   PACKARD SAYING IT'S GOING TO ASSIST WITH THE CREATION OF A

         22   VERSION OF LINUX FOR INTEL'S NEXT-GENERATION MERCED CHIP.

         23   Q.  AND THE NEXT PARAGRAPH LISTS OTHER MAJOR COMPANIES THAT

         24   HAVE ENDORSED LINUX.  DO YOU SEE THAT?

         25   A.  I SEE THAT.
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          1   Q.  ARE YOU FAMILIAR WITH ALL OF THOSE DEVELOPMENTS IN YOUR

          2   INDUSTRY?

          3   A.  IN GENERAL, YES.  I MAY NOT HAVE ALL THE SPECIFICS OF

          4   THEM.

          5   Q.  THE FINAL PARAGRAPH OF THE ARTICLE, WHICH REFERS TO

          6   HEWLETT PACKARD AND NOT THE OTHER COMPANIES, SAYS "THAT FOR

          7   THE TIME BEING, HEWLETT PACKARD HAS NO PLANS TO PROVIDE

          8   LINUX FOR DESKTOP COMPUTERS, SINCE THE OPERATING SYSTEM IS

          9   STILL SOMEWHAT TAXING FOR NONTECHNICAL USERS, BUT THAT MAY

         10   CHANGE IN COMING MONTHS, BECAUSE LINUX PROGRAMMERS ARE

         11   WORKING ON FRIENDLIER VERSIONS OF THE LANGUAGE THAT HAVE A

         12   WINDOWS-LIKE INTERFACE AND A LARGE ROSTER OF

         13   CONSUMER-ORIENTED SOFTWARE."

         14             DO YOU EXPECT THAT HEWLETT PACKARD'S LINUX WILL,

         15   INDEED, APPEAR ON DESKTOP COMPUTERS IN COMING MONTHS?

         16   A.  I DON'T KNOW FOR A FACT WHETHER IT WILL OR WILL NOT.  I

         17   THINK WHAT THE ARTICLE IS REFERRING TO HERE IS THAT THERE IS

         18   WORK UNDER WAY IN THE OPEN-SOFTWARE COMMUNITY AND OTHER

         19   COMPANIES WORKING IN AND AROUND THE LINUX OPERATING SYSTEM

         20   TO MAKE IT FRIENDLIER TO USERS AND, PARTICULARLY, TO MAKE IT

         21   FRIENDLIER TO USERS OF WINDOWS AND TO PROVIDE THE ROSTER OF

         22   CONSUMER-ORIENTED SOFTWARE THAT IS REFERRED TO HERE.  AND

         23   THAT'S WHAT WE WERE SPEAKING ABOUT BEFORE THE BREAK.

         24   Q.  DO YOU KNOW OF A PRODUCT CALLED "STAROFFICE"?

         25   A.  I DO.
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          1   Q.  WHAT IS IT?

          2   A.  STAROFFICE IS A SET OF PERSONAL PRODUCTIVITY

          3   APPLICATIONS DEVELOPED BY A COMPANY CALLED STAR DIVISION OF

          4   GERMANY.  AND, IN PARTICULAR, THEY HAVE DEVELOPED THESE

          5   APPLICATIONS IN SUCH A WAY THAT THEY WOULD BE FAMILIAR AND

          6   EASY TO USE FOR SOMEBODY WHO WAS FAMILIAR WITH THE MICROSOFT

          7   OFFICE SUITE OF APPLICATIONS THAT WE OFFER ON THE WINDOWS

          8   AND MACINTOSH PLATFORM.

          9             MR. WARDEN:  YOUR HONOR, I PLACE BEFORE THE

         10   WITNESS AND OFFER WHAT HAS BEEN MARKED FOR IDENTIFICATION AS

         11   DEFENDANT'S EXHIBIT 2323, A DOCUMENT FROM STAR DIVISION'S

         12   WEB SITE, DATED DECEMBER 3, 1998, ENTITLED "FREE OFFICE

         13   SUITE ON THE WEB, STAROFFICE, 5.0 PERSONAL EDITION.

         14             MR. BOIES:  NO OBJECTION, YOUR HONOR.

         15             THE COURT:  DEFENDANT'S 2323 IS ADMITTED.

         16                                   (WHEREUPON, DEFENDANT'S

         17                                   EXHIBIT NUMBER 2323 WAS

         18                                   RECEIVED IN EVIDENCE.)

         19   BY MR. WARDEN:

         20   Q.  AND I DRAW YOUR ATTENTION, MR. MARITZ, TO THE SECOND

         21   PARAGRAPH HIGHLIGHTED ON THE SCREEN.  "STAROFFICE 5.0 IS A

         22   PREMIUM OFFICE PRODUCTIVITY SUITE WHICH RUNS NATIVE ON ALL

         23   MAJOR OPERATING ENVIRONMENTS, INCLUDING WINDOWS, SOLARIS,

         24   LINUX, OS/2 AND JAVA.  IT HAS A FULLY INTEGRATED SET OF

         25   POWERFUL APPLICATIONS WHICH PROVIDE WORD PROCESSING,
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          1   SPREADSHEET, GRAPHIC DESIGN, PRESENTATIONS, DATABASE

          2   FRONT-END, HTML EDITOR, MAIL/NEWS READER, EVENT/TASK

          3   SCHEDULAR, CHARTING AND FORMULA EDITOR."

          4             WHAT DOES IT MEAN WHEN IT SAYS IT RUNS NATIVE ON

          5   ALL MAJOR OPERATING ENVIRONMENTS?

          6   A.  I BELIEVE WHAT IT MEANS IS THAT STAR DIVISION HAS DONE

          7   THE WORK TO MAKE SURE THAT IT USES -- DIRECTLY USES THE

          8   API'S OR INTERFACES OF THOSE OPERATING SYSTEMS AND, IN DOING

          9   SO, PROVIDES GOOD PERFORMANCE ON THOSE PLATFORMS.

         10   Q.  ONE OF THE OPERATING SYSTEMS IT RUNS NATIVE ON IS LINUX.

         11   DO YOU KNOW OF ANY ORGANIZATION THAT HAS STARTED, TO USE THE

         12   TERMINOLOGY OF YOUR INDUSTRY, TO STANDARDIZE ON LINUX AND

         13   STAROFFICE?

         14   A.  I BELIEVE THAT STAROFFICE IS POPULAR IN THE ACADEMIC

         15   WORLD -- IN THE UNIVERSITY WORLD, IN PARTICULAR.  AND I

         16   BELIEVE, ACTUALLY, THERE WAS A RECENT ANNOUNCEMENT ABOUT THE

         17   ALMA MATER OF MY COLLEAGUE, JIM ALLCHIN, GEORGIA TECH

         18   STANDARDIZING ON STAROFFICE AS THEIR STANDARD PRODUCTIVITY

         19   SUITE FOR THEIR USE IN THE COMPUTER SCIENCE DEPARTMENT

         20   THERE.

         21   Q.  ARE THERE ANY OTHER SUITES OF BUSINESS PRODUCTIVITY

         22   APPLICATIONS AVAILABLE FOR LINUX TODAY?

         23   A.  YES, SIR, THERE ARE.  AS I TESTIFIED EARLIER, IN

         24   PARTICULAR, THE COREL CORPORATION IS OFFERING ITS

         25   WORDPERFECT SUITE OF PRODUCTIVITY APPLICATIONS.  WORDPERFECT

                                                                              52

          1   IS ONE OF THE MOST POPULAR WORD PROCESSORS THAT HAS BEEN

          2   DEVELOPED OVER THE YEARS.  THAT IS NOW AVAILABLE FOR THE

          3   LINUX ENVIRONMENT.

          4             AND, OF COURSE, THERE WERE THE OPEN-SOURCE

          5   MOVEMENT EFFORTS THAT WE TALKED ABOUT BEFORE THE BREAK, AND

          6   THEN THOSE WEB APPLICATIONS THAT ARE TARGETING THE

          7   PRODUCTIVITY SPACE WILL ALSO BE AVAILABLE.

          8   Q.  NOW, DURING HIS CROSS-EXAMINATION OF DEAN SCHMALENSEE,

          9   MR. BOIES SUGGESTED THAT RED HAT LINUX HAD A 300-PAGE

         10   INSTALLATION MANUAL.  AND, IN THAT CONNECTION, I WANT TO ASK

         11   YOU IS ANY SUGGESTION OR IMPLICATION THAT RED HAT LINUX IS

         12   DIFFICULT TO INSTALL CONSISTENT WITH YOUR EXPERIENCE?

         13   A.  FIRST OF ALL, IT'S MY UNDERSTANDING THAT THE 300-PAGE

         14   MANUAL THAT COMES IN RED HAT'S BOX DOES NOT ALL PERTAIN TO

         15   INSTALLATION.  IT COVERS OTHER ASPECTS OF THE SYSTEM AS

         16   WELL.

         17             BUT THERE ARE OTHER WAYS OF INSTALLING THE RED HAT

         18   SOFTWARE, USING THE INTERNET CONNECTIVITY -- DOWNLOADING IT

         19   FROM THE INTERNET.  AND, IN FACT, OVER CHRISTMAS OF THIS

         20   YEAR, I HAD OCCASION TO SEE MY SON -- HE IS A COLLEGE

         21   FRESHMAN -- INSTALL RED HAT LINUX ON OUR PERSONAL COMPUTER

         22   IN MY HOME.

         23             I HAVE TO ADMIT THAT THERE IS PROBABLY AN ELEMENT

         24   OF HIM DOING IT JUST TO ANNOY ME, BUT WHAT HE DID DO IS,

         25   FIRST OF ALL, DOWNLOAD A VERY SMALL PROGRAM FROM THE
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          1   INTERNET THAT THEN ASCERTAINED THE PARTICULAR P.C.

          2   CONFIGURATION HE HAD AND THEN PULLED DOWN THE REST OF THE

          3   RED HAT LINUX SYSTEM AND INSTALLED IT, AND HE HAD IT UP AND

          4   RUNNING IN ABOUT THIRTY MINUTES.  AND HE WAS ABLE TO DO

          5   THAT, IN PART, BECAUSE WE DO HAVE A HIGH-SPEED INTERNET

          6   CONNECTION.

          7   Q.  DID HE HAVE TO READ A 300-PAGE MANUAL BEFORE HE DID

          8   THAT?

          9   A.  NO, HE DID NOT, SIR.  HE DIDN'T HAVE ACCESS TO THE

         10   MANUAL AT ALL.

         11   Q.  I NOW PLACE BEFORE THE WITNESS DEFENDANT'S EXHIBIT 1871,

         12   WHICH IS ALREADY IN EVIDENCE.

         13             AND I CALL YOUR ATTENTION, MR. MARITZ, TO THE

         14   SECOND PAGE OF THE DOCUMENT, THE FOURTH PARAGRAPH THERE,

         15   WHERE IT STATES "CALDERA ALSO OFFERS THE KDE GRAPHICAL USER

         16   INTERFACE WITH OPENLINUX, BELIEVED TO BE ONE OF THE TWO MORE

         17   ADVANCED INTERFACES STILL UNDER DEVELOPMENT FOR THE

         18   OPERATING SYSTEM."

         19             I'M QUOTING.  IT SAYS, "KDE HAS GOTTEN SO RICH IN

         20   FUNCTIONALITY, IT'S VERY MUCH LIKE WINDOWS 95 OR 98."

         21             I TAKE IT THAT THIS GRAPHICAL USER INTERFACE FOR

         22   OPENLINUX IS FOR THE DESKTOP, NOT FOR A SERVER, IS THAT

         23   CORRECT?

         24   A.  CORRECT.  IT WOULDN'T MAKE SENSE TO DO THIS WORK PURELY

         25   FOR THE SERVER ENVIRONMENT.
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          1   Q.  AND IS THAT ANY INDICATION THAT OPENLINUX IS GOING TO

          2   BECOME COMPETITIVE ON THE DESKTOP WITH WINDOWS?

          3   A.  YES.  IT'S CONSISTENT WITH WHAT I SAID EARLIER, WHICH IS

          4   THAT THERE IS SIGNIFICANT WORK GOING ON AND HAS BEEN DONE TO

          5   MAKE SURE THAT THE LINUX OPERATING SYSTEM CAN BE USED AS A

          6   DESKTOP OPERATING SYSTEM BY RELATIVELY UNSOPHISTICATED

          7   PEOPLE.

          8   Q.  NOW, I WANT TO TURN TO THE TOPIC OF MIDDLEWARE, WHICH

          9   WAS DISCUSSED DURING YOUR CROSS-EXAMINATION.  AND THE COURT

         10   HAS HEARD FROM OTHERS ABOUT WHAT MIDDLEWARE IS, AND I THINK

         11   FROM YOU, BUT CAN YOU JUST SUMMARIZE EXACTLY WHAT MIDDLEWARE

         12   IS?

         13   A.  MIDDLEWARE IS SOFTWARE THAT RESIDES ON TOP OF AN

         14   EXISTING OPERATING SYSTEM THAT PROVIDES MANY OF THE SERVICES

         15   THAT AN OPERATING SYSTEM WOULD PROVIDE TO OTHER APPLICATION

         16   PROGRAMS.  SO IT'S A LAYER OF SOFTWARE THAT SITS BETWEEN

         17   APPLICATIONS IN THE UNDERLYING OPERATING SYSTEM AND LOOKS TO

         18   THE APPLICATIONS AS THOUGH IT IS THE OPERATING SYSTEM, IN

         19   MANY CASES.

         20   Q.  DOES WINDOWS FACE COMPETITION FROM MIDDLEWARE?

         21   A.  YES, SIR, IT DOES.

         22   Q.  NOW, PROFESSOR WARREN-BOLTEN SUGGESTED IN HIS TESTIMONY

         23   TO THE CONTRARY, SAYING THAT MIDDLEWARE IS NOT PRESENTLY A

         24   COMPLETE SUBSTITUTE FOR THE OPERATING SYSTEM, AND,

         25   THEREFORE, DOESN'T COMPETE.
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          1             I TAKE IT YOU DON'T AGREE WITH HIM?

          2   A.  I DON'T AGREE WITH HIM.  I THINK THIS DOES FIT THE

          3   DEFINITION OF COMPETITION IN THE SENSE THAT IT HAS THE

          4   POTENTIAL TO TAKE SIGNIFICANT BUSINESS AWAY FROM WINDOWS BY

          5   DEVALUING IT.  THE ISSUE HERE IS THAT IF APPLICATIONS -- ONE

          6   OF THE TWO VALUES THAT WINDOWS HAS IS SUPPORTING

          7   APPLICATIONS.  AND IF ANOTHER PIECE OF SOFTWARE PROVIDES THE

          8   SUPPORT FOR THOSE APPLICATIONS, THEN WINDOWS CAN BE DEVALUED

          9   IN ONE OR BOTH OF TWO WAYS.

         10             ONE IS THAT THE VALUE THAT THE USER PERCEIVES

         11   COMING FROM WINDOWS IS DIMINISHED, BECAUSE THAT NOW COMES

         12   FROM THIS VIRTUAL OPERATING-SYSTEM LAYER, IF YOU LIKE, AND

         13   SECONDLY, THAT MAKES IT A LOT EASIER FOR APPLICATIONS TO BE

         14   MOVED TO OTHER PLATFORMS THAT HAVE THE SAME MIDDLEWARE LAYER

         15   ON TOP OF IT.

         16             SO, IN THAT SENSE, THE VALUE THAT USERS WILL SEE

         17   IN WINDOWS COULD BE GREATLY DIMINISHED.

         18             MR. WARDEN: I AM NOW GOING TO PLACE BEFORE THE

         19   WITNESS GOVERNMENT'S EXHIBIT 504, WHICH HAS ALREADY BEEN

         20   ADMITTED INTO EVIDENCE.

         21             THE COURT:  GOVERNMENT'S 504?

         22             MR. WARDEN:  YES, YOUR HONOR.

         23   BY MR. WARDEN:

         24   Q.  DO YOU RECOGNIZE THIS DOCUMENT, MR. MARITZ?

         25   A.  I DO.
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          1   Q.  CAN YOU TELL US WHAT IT IS?

          2   A.  I BELIEVE IT IS A PRESENTATION THAT I WOULD HAVE MADE

          3   INTERNAL TO MICROSOFT IN THE SPRING OF 1996, PROBABLY

          4   TALKING TO OUR MARKETING AND SALES PEOPLE ABOUT ISSUES AND

          5   DIRECTIONS FOR THE UPCOMING FISCAL YEARS.  YOU KNOW OUR

          6   FISCAL YEAR RUNS FROM THE MIDDLE OF THE YEAR TO THE MIDDLE

          7   OF THE YEAR.

          8   Q.  OKAY.  AND WOULD YOU TURN TO THE THIRD PAGE, PLEASE,

          9   WHICH IS HEADED "NETSCAPE."  AND IT SAYS THERE AT THE TOP,

         10   "THE FIRST MIDDLEWARE LAYER TO HAVE END-USER MOMENTUM," AND

         11   THEN PRESENTS A QUOTATION FROM MARC ANDREESEN, WHICH IS BY

         12   NOW FAMILIAR TO US HERE AT THIS TRIAL.  "OUR GOAL IS TO

         13   REDUCE WINDOWS TO A PARTIALLY DEBUGGED SET OF DEVICE

         14   DRIVERS."

         15             NOW, WHAT IS THE MIDDLEWARE LAYER THAT YOU'RE

         16   REFERRING TO THERE?

         17   A.  I AM REFERRING TO THE NETSCAPE PRODUCTS, BOTH CLIENT AND

         18   SERVER, BUT, IN PARTICULAR, TO THEIR NAVIGATOR CLIENT

         19   SOFTWARE.

         20   Q.  NOW, HOW DOES NAVIGATOR COMPETE WITH WINDOWS?

         21   A.  WELL, I TRY AND ILLUSTRATE IN THE DIAGRAM DOWN BELOW

         22   THAT IF MORE AND MORE APPLICATION PROGRAMS GET THEIR

         23   SERVICES FROM NAVIGATOR AND NOT FROM WINDOWS, THE PERCEIVED

         24   VALUE OF WINDOWS IS GOING TO DECLINE, AND THE ABILITY TO

         25   HAVE THOSE APPLICATIONS MOVED TO OTHER PLATFORMS WILL ALSO
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          1   BE INCREASED.

          2   Q.  WELL, CAN YOU EXPLAIN THIS?  WHAT DO THESE TWO BLOCKS

          3   SHOW?

          4   A.  WHAT I SHOW THERE IS WINDOWS WITH THE NAVIGATOR

          5   MIDDLEWARE LAYER RUNNING ON TOP OF IT.  AND WHAT I AM SAYING

          6   IS THE POTENTIAL THAT COULD HAPPEN IS THAT, OVER TIME, AS

          7   INDICATED BY THE ARROW, THE SERVICES PROVIDED BY NAVIGATOR

          8   WOULD INCREASE SO IT WOULD BECOME MORE AND MORE OF AN

          9   OPERATING SYSTEM, IF YOU LIKE, TAKING ON MORE AND MORE OF

         10   THE FUNCTIONS OF THE OPERATING SYSTEM, WITH WINDOWS

         11   PROVIDING RELATIVELY LESS VALUE IN SERVICES AT THAT POINT IN

         12   TIME.

         13   Q.  AND, IN THIS SCENARIO, WOULD THE COMPUTER USER KNOW THAT

         14   HE WAS USING WINDOWS?

         15   A.  HIS KNOWLEDGE THAT HE WAS USING WINDOWS COULD BE GREATLY

         16   DIMINISHED.  HE COULD SPEND MOST OF HIS TIME INTERACTING

         17   WITH THE NAVIGATOR PROGRAM AND INTERACTING WITH PROGRAMS

         18   THAT USE THE SERVICES OF NAVIGATOR.

         19             SO, AS I TESTIFIED EARLIER, THIS IS ONE OF THE

         20   WAYS THAT WINDOWS COULD BECOME ECLIPSED FROM COMPETITION

         21   FROM MIDDLEWARE.

         22   Q.  WHAT DOES THIS REFER TO?

         23   A.  THAT REFERS TO THE SERVER-SIDE PRODUCTS.  AND WHAT I WAS

         24   POINTING OUT THERE IS THAT THERE IS LIKELY TO BE A CLOSE

         25   CONNECTION BETWEEN NAVIGATOR AND NETSCAPE'S SERVER PRODUCTS,
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          1   WHICH THEY CALL SUITESPOT, SO THAT THE COMPETITION TO US

          2   COULD NOT ONLY AFFECT OUR CLIENT SOFTWARE, BUT AFFECT OUR

          3   SERVER SOFTWARE AS WELL, AND WE COULD HAVE A CASE OF A

          4   DOUBLE LOSS HERE.

          5   Q.  BY THE WAY, HAS MR. BARKSDALE HIMSELF EVER REFERRED TO

          6   NETSCAPE'S BROWSER AS A SUBSTITUTE FOR WINDOWS?

          7   A.  YES.  AS I TESTIFIED EARLIER THIS WEEK -- AND IT'S ALSO

          8   IN MY WRITTEN TESTIMONY; I THINK IT'S AROUND ABOUT PARAGRAPH

          9   253 OR AROUND THERE -- MR. BARKSDALE MADE A STATEMENT TO THE

         10   UNITED STATES SENATE COMMITTEE EARLIER THIS YEAR, WHERE HE

         11   USED EXACTLY THOSE WORDS.

         12   Q.  EARLIER THIS YEAR?

         13   A.  I AM SORRY.  EARLIER IN CALENDAR YEAR '98.

         14   Q.  NOW, HOW, IF AT ALL, WILL AOL'S ACQUISITION OF NETSCAPE

         15   AND THE ALLIANCE WITH SUN AFFECT THE PLATFORM COMPETITION

         16   BETWEEN NETSCAPE'S BROWSING SOFTWARE AND WINDOWS?

         17   A.  WELL, I FEAR IT COULD ACTUALLY STRENGTHEN THE

         18   COMPETITION IN THE SENSE THAT AOL IS THE PROVIDER OF

         19   INTERNET CLIENT SOFTWARE AND INTERNET SERVICES TO OVER HALF

         20   THE HOUSEHOLDS IN THE UNITED STATES, OR AT LEAST A VERY

         21   LARGE PROPORTION OF THEM.  AND, AS SUCH, THEY HAVE THE MEANS

         22   TO DISTRIBUTE SOFTWARE TO THOSE HOUSEHOLDS.  AND ONE OF THE

         23   THINGS THAT WAS SPOKEN ABOUT AT THE TIME OF THE ANNOUNCEMENT

         24   OF THE ACQUISITION AND THE ALLIANCE WITH SUN MICROSYSTEMS IS

         25   THAT THEY INTENDED TO USE THAT CHANNEL OF DISTRIBUTION TO
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          1   DEVELOP -- TO DISTRIBUTE JAVA SOFTWARE, IN PARTICULAR, SUN'S

          2   JAVA FOUNDATION CLASS LIBRARIES -- THEIR VIRTUAL OPERATING

          3   SYSTEM.  SO THAT IS A MAJOR CONCERN.

          4             SECONDLY, THERE HAS BEEN A SUBSEQUENT ANNOUNCEMENT

          5   BETWEEN AOL/NETSCAPE AND SUN MICROSYSTEMS THAT THEY ARE

          6   GOING TO COOPERATE ON THE DEVELOPMENT OF BROWSER

          7   TECHNOLOGIES.  SO I FEAR THAT THEIR DEVELOPMENT CAPABILITY

          8   HAS BEEN REINFORCED AS WELL.  SO I AM VERY CONCERNED ABOUT

          9   THAT.

         10   Q.  IS JAVA ITSELF A FORM OF MIDDLEWARE?

         11   A.  AS WE DISCUSSED EARLIER IN THIS TRIAL, YOU NEED TO BE

         12   PRECISE ABOUT WHAT YOU'RE TALKING ABOUT HERE.

         13   Q.  IS ANY ONE OF THE PIECES OF JAVA MIDDLEWARE?

         14   A.  THE ANSWER IS "YES."  THERE IS A VERY DELIBERATE ATTEMPT

         15   BY SUN MICROSYSTEMS AND THE COMPANIES THAT ARE COOPERATING

         16   WITH IT TO BUILD OUT A LAYER OF MIDDLEWARE AROUND THEIR JAVA

         17   FOUNDATION CLASSES.

         18   Q.  AND DO YOU STILL HAVE 504 THERE?

         19   A.  I DO.

         20   Q.  PLEASE TURN TO THE FOURTH PAGE.

         21             I AM SORRY.  IT'S ACTUALLY THE FIFTH, UNDER THE

         22   HEADING "JAVA."

         23             YOU SAID, "SUN'S GOAL IS:  JAVA CLASS

         24   LIBRARY/RUNTIME = NEW OS API."

         25             YOU CONTINUE, "LEVERAGE THIS NEW API TO REPLACE
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          1   WINDOWS BY JAVA OS."

          2             CAN YOU EXPLAIN THAT, PLEASE?

          3   A.  YES.  I AM MAKING TWO POINTS HERE.  ONE, AS WE SAID

          4   EARLIER, SUN IS ATTEMPTING TO ESTABLISH WHAT I CALL THE JAVA

          5   RUNTIME HERE -- THAT IS THEIR FOUNDATION CLASSES -- INTO A

          6   COLLECTION OF SOFTWARE THAT CAN PROVIDE MOST OF THE SERVICES

          7   OF THE OPERATING SYSTEM.  THAT IS WHAT I MEAN BY "NEW OS

          8   API."

          9             AND THE THE SECOND POINT IS THE POINT THAT I SPOKE

         10   ABOUT EARLIER WITH RESPECT TO MIDDLEWARE, THAT ONE OF THE

         11   WAYS THAT THREATENS WINDOWS IS IT PROVIDES A MEANS TO MOVE

         12   THE APPLICATIONS OFF THE WINDOWS PLATFORM ONTO ANOTHER

         13   OPERATING SYSTEM.  AND, IN PARTICULAR, SUN MICROSYSTEMS IS

         14   DEVELOPING AN ALTERNATIVE OPERATING SYSTEM THAT I HAVE

         15   LABELED THERE THE "JAVA OS."  AND I BELIEVE, IN FACT, THERE

         16   IS SOME COOPERATION BETWEEN SUN AND IBM TO DEVELOP THAT

         17   JAVA OS OPERATING SYSTEM.

         18   Q.  AND WHAT EXACTLY ENABLES THE REPLACEMENT OF WINDOWS BY

         19   JAVA OS, AS YOU SUGGEST BY YOUR DIAGRAM?

         20   A.  THE POINT HERE IS THAT YOU CAN DEVELOP A VERSION OF THAT

         21   JAVA RUNTIME THAT WILL RUN ON THE OTHER OPERATING SYSTEMS.

         22   YOU HAVE ONE VERSION OF IT THAT RUNS ON WINDOWS, AND ANOTHER

         23   VERSION THAT RUNS ON THE OTHER OPERATING SYSTEM, OR ANOTHER

         24   OPERATING SYSTEM.  BUT THE APPLICATIONS, IN EITHER CASE,

         25   JUST SEE THE MIDDLEWARE LAYER.  THAT MAKES THEM EASY TO MOVE
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          1   TO THE OTHER OPERATING SYSTEM, THEREBY ENABLING THE OTHER

          2   OPERATING SYSTEM TO COMPETE WITH WINDOWS.

          3   Q.  NOW, DOES THE APPS SEE ONLY THE JAVA RUNTIME?  HOW ABOUT

          4   THE USER?

          5   A.  TYPICALLY, THE USER MAY OR MAY NOT SEE THE RUNTIME.  IN

          6   THE CASE OF NETSCAPE NAVIGATOR, FOR INSTANCE, THEY WOULD SEE

          7   THE RUNTIME -- THEY WOULD SEE THE MIDDLEWARE LAYER.  IN THE

          8   CASE OF THE JAVA RUNTIME, THEY WOULD SEE IT THROUGH THE

          9   APPLICATIONS.  SO THEY MAY OR MAY NOT SEE IT, DEPENDING UPON

         10   HOW THE MIDDLEWARE LAYER WAS IMPLEMENTED.

         11   Q.  I ALSO WOULD LIKE TO HAVE PLACED BEFORE THE WITNESS

         12   GOVERNMENT EXHIBIT 503, WHICH IS IN EVIDENCE, WHICH IS, I

         13   TAKE IT, ALSO A DOCUMENT KNOWN TO YOU, MR. MARITZ.

         14   A.  YES.  I BELIEVE WE ACTUALLY LOOKED AT THIS DOCUMENT

         15   EARLIER THIS WEEK.

         16   Q.  AND I DIRECT YOUR ATTENTION TO THE SECOND PAGE INITIALLY

         17   OF THAT DOCUMENT.  AND THIS DOCUMENT MR. BOIES SHOWED YOU.

         18   AND IT'S ENTITLED "THE PROBLEM:  BROWSER MARKET SHARE."

         19             AND YOU ASK THE QUESTION THERE ON THE SECOND PAGE,

         20   "WHY DOES IT MATTER?"

         21             DO YOU SEE THAT?

         22   A.  I SEE THAT.

         23   Q.  AND INITIALLY YOU STATE "PAGES BECOME APPLICATIONS."

         24             IS THAT A REFERENCE TO WEB PAGES AS APPLICATIONS,

         25   AS YOU DISCUSSED EARLIER TODAY?
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          1   A.  YES, IT IS.  AS YOU'LL RECALL, THIS IS A DOCUMENT THAT

          2   DATES TO FEBRUARY 1996.  AND THAT IS THE PHENOMENON THAT I

          3   WAS TALKING ABOUT THERE, THAT THERE IS THE POTENTIAL THAT AS

          4   WEB PAGES BECAME MORE AND MORE SOPHISTICATED, THAT THEY

          5   WOULD APPEAR TO THE END USER AS APPLICATIONS.  AND THAT'S

          6   EXACTLY WHAT HAS HAPPENED.

          7   Q.  AND THEN YOU GO ON TO SAY "NETSCAPE/JAVA IS USING THE

          8   BROWSER TO CREATE A `VIRTUAL OPERATING SYSTEM;' NO LONGER A

          9   BROWSER, NOW AN ENVIRONMENT; HAS END USER MOMENTUM (UNLIKE

         10   APPWARE, ET CETERA; WILL REDEFINE CLIENT/SERVER COMPUTING."

         11             THEN YOU ASK THE QUESTION:  "WINDOWS WILL BECOME

         12   DEVALUED, EVENTUALLY REPLACEABLE?"

         13             AND WHAT DID YOU MEAN BY THAT QUESTION?

         14   A.  I WAS REFERRING TO THE CONCERNS THAT WE JUST SPOKE

         15   ABOUT, THAT IF NETSCAPE, WITH THE COOPERATION OF SUN

         16   MICROSYSTEMS, WERE ABLE TO ESTABLISH A VIRTUAL OPERATING

         17   SYSTEM AND GET MANY OF THE PAGES ON THE INTERNET TO CLEAVE

         18   TO THAT OPERATING SYSTEM, AND GET OTHER APPLICATIONS TO

         19   ADOPT IT AS THEIR PREFERRED PLATFORM, THEN A LOT OF WHAT

         20   WINDOWS DID FOR PEOPLE WOULD BECOME DEVALUED, AND, IN

         21   PARTICULAR, COULD BE REPLACED.

         22   Q.  AND LET'S GO ON TO PAGE 7, WHICH IS CAPTIONED "JAVA" AT

         23   THE TOP AND THEN "SUN AND JAVA" FOR THE BOTTOM HALF.

         24             AND DIRECTING YOUR ATTENTION TO THE THIRD BULLET

         25   POINT INITIALLY, "CLASS LIBRARIES DEFINE `API.'"
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          1             IS THAT THE MIDDLEWARE LAYER?

          2   A.  THAT'S CORRECT, SIR.

          3   Q.  OKAY.  AND THEN GOING ON DOWN TO THE BOTTOM OF THE PAGE,

          4   THE THIRD BULLET POINT, "WORKING ON JAVA OS (AN OS TO SIT

          5   UNDER THE RUNTIMES.)"

          6             IS THAT THE DEVELOPMENT YOU REFERRED TO EARLIER OF

          7   REPLACING WINDOWS UNDER THE MIDDLEWARE?

          8   A.  YES, SIR.

          9   Q.  WHAT IS A DISKLESS WORKSTATION?

         10   A.  IT REFERS TO IN THIS CASE THAT I BELIEVE SUN WAS TRYING

         11   TO DEVELOP THEIR JAVA OPERATING SYSTEM TO, IN PARTICULAR, BE

         12   USEFUL ON THEIR NETWORK COMPUTERS, WHICH WAS A CONCEPT THAT

         13   THEY WERE ARTICULATING AT THAT TIME.

         14             AND ONE OF THE FEATURES OF A NETWORK COMPUTER IS

         15   IT MAY OR MAY NOT HAVE A LOCAL DISK IN IT, SO THAT THE

         16   OPERATING SYSTEM IS BEING DESIGNED TO OPERATE WITHOUT A

         17   LOCAL DISK.

         18   Q.  TURNING TO ANOTHER POINT ABOUT JAVA, YESTERDAY MR. BOIES

         19   ASKED YOU A COUPLE OF QUESTIONS ABOUT WHETHER PROGRAMS

         20   WRITTEN IN JAVA WOULD RUN EITHER ON SUN'S JAVA VIRTUAL

         21   MACHINE OR MICROSOFT'S JAVA VIRTUAL MACHINE; DO YOU RECALL

         22   THAT?

         23   A.  I RECALL THAT EXCHANGE.

         24   Q.  GIVEN THE AMBIGUITY OF THE QUESTIONS, WHAT I WANT TO ASK

         25   YOU IS, IS IT POSSIBLE FOR SOMEONE WRITING PROGRAMS IN
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          1   JAVA -- IS ONE OF THE ALTERNATIVES AVAILABLE TO THAT PERSON

          2   THE ABILITY TO WRITE PROGRAMS IN JAVA THAT WILL RUN ON BOTH

          3   SUN'S VIRTUAL MACHINE AND MICROSOFT'S VIRTUAL MACHINE?

          4   A.  AND THE ANSWER TO THAT IS "YES," THE CHOICE THAT WE

          5   PROVIDE DEVELOPERS IS TO EITHER WRITE THEIR PROGRAMS IN SUCH

          6   A WAY AS THEY CAN TAKE UNIQUE ADVANTAGE -- ADVANTAGE OF

          7   UNIQUE FEATURES IN MICROSOFT'S VIRTUAL MACHINE, OR THAT THEY

          8   CAN WRITE THEIR PROGRAMS IN SUCH A WAY THAT IT WILL RUN ON

          9   BOTH THE MICROSOFT JAVA ENVIRONMENT AND THE SUN JAVA

         10   ENVIRONMENT, SO THAT THEY CAN, IN OTHER WORDS, WRITE THEIR

         11   PROGRAMS TO BE, QUOTE/UNQUOTE, CROSS-PLATFORM.

         12   Q.  MR. BOIES ALSO ASKED YOU, LEAVING ASIDE JAVA AND THE

         13   NAVIGATOR OR OTHER BROWSERS, IS THERE ANY OTHER MIDDLEWARE

         14   THAT CONSTITUTED A PLATFORM THREAT FROM 1995 TO DATE; DO YOU

         15   RECALL THOSE QUESTIONS?

         16   A.  I DO, SIR.

         17   Q.  ARE THERE OTHER SUCH EXAMPLES?

         18   A.  YES.  IN MY TESTIMONY, I CITE, IN PARTICULAR, THE

         19   EXAMPLE OF LOTUS NOTES.

         20             MR. WARDEN:  AND I AM GOING TO PLACE BEFORE THE

         21   WITNESS, IF I MAY, YOUR HONOR, DEFENDANT'S EXHIBITS 620 AND

         22   90 AND OFFER BOTH OF THEM.

         23             620 IS A MEMO AUTHORED BY STEVE BALLMER IN APRIL

         24   1994.  AND 90 IS AN UNDATED PRESENTATION, PRESUMABLY

         25   SOMETIME IN EARLY '96, BECAUSE IT REFERS TO GOING INTO
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          1   FISCAL '97, MADE BY MR. MARITZ.

          2             MR. BOIES:  NO OBJECTION, YOUR HONOR, TO EITHER

          3   DOCUMENT.

          4             THE COURT:  ALL RIGHT.  DEFENDANT'S 620 AND 90 ARE

          5   ADMITTED.

          6                                   (WHEREUPON, DEFENDANT'S

          7                                   EXHIBIT NUMBERS 620 AND 90

          8                                   WERE RECEIVED IN EVIDENCE.)

          9   BY MR. WARDEN:

         10   Q.  AND I DIRECT YOUR ATTENTION INITIALLY, MR. MARITZ, TO

         11   620, AT THE BOTTOM OF THE FIRST PAGE, UNDER THE HEADING

         12   "COMPETITION," WHERE MR. BALLMER WRITES IN THE FIRST BULLET

         13   POINT UNDER "LOTUS."  "LOTUS HAS MOMENTUM WITH NOTES AS A

         14   PLATFORM AND IS LEVERAGING IT TO DRIVE DEMAND ACROSS THEIR

         15   PRODUCT LINE, PARTICULARLY SMARTSUITE."

         16             DO YOU SEE THAT?

         17   A.  I SEE THAT.

         18   Q.  DOES THIS REPRESENT RECOGNITION FIVE YEARS AGO, AT THE

         19   TOP LEVELS OF MICROSOFT, THAT NOTES IS A PLATFORM?

         20   A.  YES, SIR.

         21   Q.  AND DOES IT COMPETE, THEREFORE, WITH OTHER PLATFORMS?

         22   A.  YES.

         23   Q.  IF YOU WILL TURN TO EXHIBIT 90, I DIRECT YOUR ATTENTION

         24   TO THE PAGE BATES NUMBER ENDING IN 716, WHICH IS ENTITLED,

         25   "OUR COMPETITORS HAVE NOT BEEN SLEEPING," AND THEN
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          1   CONTINUES, "TARGETING OPPORTUNITIES AND REAL NEEDS."

          2             UNDER "INTERNET MOMENTUM," IT REFERS TO NETSCAPE

          3   AND SUN.  IT REFERS TO THE NETWORK COMPUTER.  AND THEN IT

          4   REFERS ON THE RIGHT HAND TO CROSS-PLATFORM MIDDLEWARE.  AND

          5   IT LISTS JAVA, SUITESPOT -- BY THE WAY, WHO MAKES SUITESPOT?

          6   A.  THAT IS NETSCAPE, YOUR HONOR.

          7   Q.  NETSCAPE?

          8   A.  YES.  I'M SORRY.  MR. WARDEN.

          9   Q.  AND NOTES.  IS THAT LOTUS NOTES?

         10   A.  THAT IS.

         11   Q.  AND WHO NOW OWNS LOTUS NOTES?

         12   A.  IBM.

         13   Q.  AND WHAT IS THE NATURE, BRIEFLY, OF THE COMPETITION THAT

         14   EXISTS BETWEEN WINDOWS AND NETWORK COMPUTERS, IF ANY?

         15   A.  AS I TESTIFIED EARLIER, NETWORK COMPUTERS ARE BEING PUT

         16   FORWARD BY COMPANIES LIKE SUN AND ORACLE AND IBM AS AN

         17   ALTERNATIVE WAY TO SUPPLY COMPUTING NEEDS, PRIMARILY IN THE

         18   BUSINESS ENVIRONMENT, ALTHOUGH THEY ALSO EXPRESS SOME HOPE

         19   THAT THEY WILL BE ABLE TO ACHIEVE SIMILAR EFFECTS IN THE

         20   HOME ENVIRONMENT.

         21             AND THE IDEA IS TO HAVE A MACHINE THAT HAS --

         22   EXHIBITS THE PROPERTIES OF BEING INEXPENSIVE AND EASY TO

         23   ADMINISTER, BECAUSE IT DRAWS A LOT OF ITS APPLICATIONS

         24   SOFTWARE AUTOMATICALLY FROM THE SERVER, EITHER IN THE FORM

         25   OF WEB PAGES OR JAVA APPLICATIONS THAT COME DOWN
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          1   AUTOMATICALLY ONTO THE NETWORK COMPUTER ENVIRONMENT.

          2             SO IT'S A MODERN VERSION, IF YOU LIKE, OF THE OLD

          3   TERMINALS THAT WERE ATTACHED TO MINICOMPUTERS AND

          4   MAINFRAMES.  AND THIS WAS PUT FORWARD BY SUN AND IBM AND

          5   ORACLE AS A BETTER WAY TO SUPPLY COMPUTING NEEDS IN THE

          6   BUSINESS ENVIRONMENT, IN PARTICULAR.

          7             MR. WARDEN:  OKAY.  I NOW PLACE BEFORE THE WITNESS

          8   AND OFFER WHAT'S BEEN MARKED FOR IDENTIFICATION AS

          9   DEFENDANT'S EXHIBIT 1490, A FEBRUARY 25, 1997 MEMORANDUM TO

         10   BILL GATES, STEVE BALLMER AND PAUL MARITZ FROM RICHARD TONG

         11   AND OTHERS.

         12             MR. BOIES:  NO OBJECTION, YOUR HONOR.

         13             THE COURT:  DEFENDANT'S 1490 IS ADMITTED.

         14                                   (WHEREUPON, DEFENDANT'S

         15                                   EXHIBIT NUMBER 1490 WAS

         16                                   RECEIVED IN EVIDENCE.)

         17             MR. WARDEN:  THANK YOU, YOUR HONOR.

         18   BY MR. WARDEN:

         19   Q.  MR. MARITZ, FIRST, TELL US WHO THE AUTHORS OF THIS

         20   MEMORANDUM ARE IN TERMS OF THEIR RESPONSIBILITIES AT THE

         21   TIME?

         22   A.  AT THE TIME, MR. TONG WAS THE MARKETING MANAGER FOR

         23   WINDOWS, REPORTING TO MR. ALLCHIN.  AND I BELIEVE ADAM

         24   TAYLOR AND MEGAN BLISS WERE PEOPLE THAT WORKED IN HIS

         25   ORGANIZATION, REPORTING TO HIM.
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          1   Q.  TAKING A LOOK AT THE FIRST PARAGRAPH OF THE MEMORANDUM,

          2   THEY SAY, "WINDOWS IS FACING THE BIGGEST COMPETITIVE THREAT

          3   SINCE ITS INCEPTION.  IF THE NC" -- I TAKE IT THAT REFERS TO

          4   NETWORK COMPUTER?

          5   A.  CORRECT.

          6   Q.   -- "IS SUCCESSFUL, IT COULD MEAN A CATASTROPHIC

          7   DOWNSIDE IN WINDOWS REVENUE ($2 BILLION TO $3 BILLION) WHICH

          8   WOULD ALSO HAVE SUBSTANTIAL NEGATIVE IMPACT ON OUR SERVER

          9   BUSINESS, GIVEN NC'S REQUIRE A SPECIFIC SERVER."

         10             NOW, IT GOES ON TO SAY IT'S NOT JUST AN OS BATTLE;

         11   IT'S ALSO ABOUT WINDOWS APPLICATIONS, SUGGESTS THAT "IF

         12   WINDOWS APPLICATIONS ARE RELEGATED TO `YESTERDAY'S

         13   TECHNOLOGY' IN LIEU OF JAVA APPLICATIONS, MICROSOFT LOSES.

         14   WE ARE THE WINDOWS COMPANY."

         15             DO YOU AGREE WITH WHAT THE AUTHORS HAVE SAID HERE?

         16   A.  IN GENERAL, YES.  I'M NOT SURE IF I WOULD SAY THAT THE

         17   NC IS THE BIGGEST COMPETITIVE THREAT SINCE ITS INCEPTION,

         18   BUT CERTAINLY IT WAS A MAJOR COMPETITIVE THREAT.

         19   Q.  DOES IT HAVE THE POTENTIAL FOR A CATASTROPHIC DOWNSIDE

         20   IN WINDOWS REVENUES ON THE ORDER SPECIFIED THERE?

         21   A.  YES, IT DOES.  THAT'S CERTAINLY THE INTENT OF THOSE

         22   COMPETITORS.  THEY ARE VERY DIRECT IN SAYING THAT THEY

         23   BELIEVE THAT THEY HAVE A SUPERIOR PROPOSITION TO BUSINESS

         24   COMPUTING USERS.  AND WE MAINTAIN -- WE OBTAIN THE MAJORITY

         25   OF OUR WINDOWS REVENUE FROM MACHINES THAT GO INTO MEDIUM OR
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          1   LARGE-SIZED BUSINESS ENVIRONMENTS.

          2             MR. WARDEN:  I NOW PLACE BEFORE THE WITNESS AND

          3   OFFER DEFENDANT'S EXHIBIT 2326, AN ARTICLE FROM JANUARY 18,

          4   1999 ISSUE OF BUSINESS WEEK, ENTITLED "IS THE CENTER OF THE

          5   COMPUTING UNIVERSE SHIFTING?"

          6             MR. BOIES:  NO OBJECTION, YOUR HONOR.

          7             THE COURT:  DEFENDANT'S 2326 IS ADMITTED.

          8                                   (WHEREUPON, DEFENDANT'S

          9                                   EXHIBIT NUMBER 2326 WAS

         10                                   RECEIVED IN EVIDENCE.)

         11   BY MR. WARDEN:

         12   Q.  WHO IS SCOTT MCNEALY, MR. MARITZ?

         13   A.  HE'S THE CHIEF EXECUTIVE OFFICER OF SUN MICROSYSTEMS.

         14   Q.  DIRECTING YOUR ATTENTION TO THE PARAGRAPH AT THE BOTTOM

         15   OF THE FIRST PAGE AND CONTINUING TO THE TOP OF THE SECOND

         16   PAGE, MR. MCNEALY, WHO IS DESCRIBED AS A BRASH 44-YEAR-OLD,

         17   "IS ONLY TOO HAPPY TO EXPLAIN" -- AS THE PREVIOUS PARAGRAPH

         18   SAYS, WHERE THE COMPUTER INDUSTRY IS GOING.  "DEATH TO

         19   TODAY'S STYLE OF COMPUTING, HE SAYS, WHERE PEOPLE RUN

         20   INDIVIDUAL PROGRAMS ON DESKTOP P.C.'S USING MICROSOFT'S

         21   WINDOWS.  INSTEAD, MCNEALY ENVISIONS A COMPUTING WORLD THAT

         22   IS MORE COMMUNAL."

         23             AND THEN LOOKING AT THE NEXT COUPLE OF SENTENCES

         24   THERE, IS HE REFERRING TO NETWORK COMPUTING?

         25   A.  YES.  AND I BELIEVE HE'S ALSO EXTENDING IT OUT BEYOND

                                                                              70

          1   NETWORK COMPUTERS TO THE CLASS OF MACHINES THAT WE SPOKE

          2   ABOUT EARLIER, CALLED "INFORMATION APPLIANCES."

          3   Q.  SO HE'S SUGGESTING THAT BOTH THOSE CHANGES ARE GOING TO

          4   DISPLACE THE P.C.?

          5   A.  THAT'S CORRECT.

          6   Q.  AND IN THE NEXT SENTENCE, HE REFERS TO THE USE OF JAVA,

          7   WHICH HE SAYS "ALLOWS NOT JUST DATA BUT PROGRAMS TO BE SENT

          8   EASILY OVER NETWORKS."

          9             DOES THAT HAVE ANY CONNECTION WITH YOUR TESTIMONY

         10   EARLIER TODAY ABOUT HIGH-SPEED ACCESS?

         11   A.  YES, SIR, IT DOES.  AS I EXPLAINED EARLIER, A VISION OF

         12   THE PEOPLE WHO FAVOR NETWORK COMPUTERS AND OTHER DEVICES IS

         13   THAT A LOT OF THE INFORMATION AND APPLICATIONS RESIDE ON A

         14   CENTRAL SERVER COMPUTER AND ARE THEN DOWNLOADED OVER THE

         15   NETWORK INTO THE USER'S CLIENT DEVICE IN A WAY THAT THE USER

         16   ISN'T REALLY AWARE OF EITHER THE DATA OR THE APPLICATIONS

         17   COMING DOWN.

         18   Q.  THE PARAGRAPH ENDS WITH A STATEMENT ATTRIBUTED TO

         19   MR. MCNEALY, QUOTE, "MICROSOFT'S VISION WAS TO PUT A

         20   MAINFRAME ON EVERYBODY'S DESKTOP.  WE WANT TO PROVIDE DIAL

         21   TONE FOR THE INTERNET.  WE COULDN'T HAVE MORE DIFFERENT

         22   VISIONS."

         23             DO YOU AGREE THAT HIS VISION AND MICROSOFT'S ARE

         24   COMPLETELY DIFFERENT?

         25   A.  WELL, THERE ARE CERTAIN ELEMENTS THAT WE HAVE IN COMMON.
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          1   WE CERTAINLY DON'T BELIEVE THAT YOU NEED TO THROW OUT

          2   WINDOWS IN ORDER TO GET SOME OF THE BENEFITS THAT PEOPLE

          3   SPEAK ABOUT FOR NETWORK COMPUTERS IN TERMS OF MAKING THINGS

          4   SIMPLER FOR THE USER AND EASIER TO MANAGE.

          5             WE HAVE DONE A LOT OF WORK IN THE LAST COUPLE OF

          6   YEARS TO TRY AND PROVIDE A SIMPLER ENVIRONMENT FOR THE

          7   END USER AND FOR PEOPLE WHO ARE ADMINISTERING THE COMPUTING

          8   ENVIRONMENT.  SO, IN THAT SENSE, WE CERTAINLY AGREE THAT A

          9   SIMPLER ENVIRONMENT IS A BETTER ENVIRONMENT.

         10             HIS VISION, HOWEVER, IS THAT CAN BE MORE EASILY

         11   ACHIEVED USING COMPLETELY DIFFERENT TECHNOLOGY.  IN

         12   PARTICULAR, NO TECHNOLOGY FROM MICROSOFT AT ALL.

         13   Q.  AND DOES MR. MCNEALY'S VISION AND HIS EFFORTS TO

         14   IMPLEMENT THAT VISION -- DO THOSE HAVE ANY IMPACT ON THE WAY

         15   YOU CONDUCT YOUR BUSINESS, THE PRICES YOU CHARGE, THE

         16   PRODUCTS YOU OFFER, AND SO ON?

         17   A.  AS I SAID, IT IS MEANT THAT WE'VE NEEDED TO REALLY FOCUS

         18   ON CONTINUING TO ADDRESS LEGITIMATE USER CONCERNS,

         19   SIMPLICITY, EASE OF ADMINISTRATION, AND TO MAKE SURE THAT

         20   WE'RE OFFERING OUR CUSTOMERS VALUE FOR MONEY.

         21             MR. WARDEN:  THANK YOU.  THIS WOULD BE A GOOD TIME

         22   TO STOP, YOUR HONOR.

         23             THE COURT:  OKAY.  DO YOU HAVE AN ESTIMATE AS TO

         24   HOW MUCH LONGER YOU WILL HAVE?

         25             MR. WARDEN:  YES.  MY ESTIMATE IS THAT I WILL BE
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          1   THROUGH BY THE AFTERNOON BREAK.

          2             THE COURT:  ALL RIGHT.  WELL, THEN I THINK THAT IT

          3   IS UNLIKELY WE ARE GOING TO GET TO MR. ALLCHIN TODAY.

          4             MR. WARDEN:  RIGHT.  I THINK THAT'S TRUE.

          5             MR. BOIES:  I AGREE WITH THAT, YOUR HONOR.

          6             THE COURT:  ALL RIGHT.  WE'LL EXCUSE HIM UNTIL

          7   MONDAY.

          8             MR. WARDEN:  THANK YOU, YOUR HONOR.

          9             (WHEREUPON, THE ABOVE-ENTITLED MATTER WAS RECESSED

         10   FOR LUNCH AT 12:15 P.M.)
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