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

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

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

          4   NEW YORK, ET AL., VERSUS MICROSOFT CORPORATION.

          5             PHILLIP MALONE, STEPHEN HOUCK, AND DAVID BOIES FOR

          6   THE PLAINTIFFS.

          7             JOHN WARDEN, STEVEN HOLLEY, RICHARD UROWSKY AND

          8   WILLIAM NEUKOM FOR THE DEFENDANT.

          9             THE COURT:  MR. BOIES.

         10             MR. BOIES:  GOOD MORNING, YOUR HONOR.  WE HAVE A

         11   SERIES OF DEPOSITIONS THAT WE'RE GOING TO PLAY.  IN EACH

         12   CASE, WE WILL BE PLAYING BOTH OUR DESIGNATIONS AND WHATEVER

         13   COUNTER-DESIGNATIONS MICROSOFT HAS GIVEN US AND REQUESTED US

         14   TO PLAY.

         15             THE COURT:  ALL RIGHT.

         16             MR. BOIES:  WE'RE GOING TO BEGIN WITH PORTIONS

         17   FROM MR. GATES' DEPOSITION.

         18             (VIDEOTAPE EXCERPTS PLAYED AS FOLLOWS:)

         19             BY MR. HOUCK:

         20             QUESTION:  I'D LIKE YOU TO LOOK AT EXHIBIT NUMBER

         21   1, MR. GATES, RIGHT HERE IN FRONT OF YOU.  THIS IS A

         22   MEMORANDUM THAT PURPORTS TO BE FROM YOU TO YOUR EXECUTIVE

         23   STAFF DATED MAY 22, 1996, AND IT ATTACHES, FOR WANT OF A

         24   BETTER WORD, AN ESSAY ENTITLED "THE INTERNET P.C." WHICH IS

         25   DATED APRIL 10TH, 1996.
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          1             DO YOU RECALL WRITING THAT ESSAY?

          2             ANSWER:  IT LOOKS LIKE THIS IS AN E-MAIL, NOT A

          3   MEMORANDUM.

          4             QUESTION:  DO YOU RECALL WRITING THE ESSAY DATED

          5   APRIL 10, 1996, ENTITLED "THE INTERNET P.C."?

          6             ANSWER:  WELL, IT LOOKS LIKE AN ESSAY I WROTE.  I

          7   DON'T REMEMBER SPECIFICALLY, BUT IT DOES LOOK LIKE SOMETHING

          8   I WROTE.

          9             QUESTION:  THE PORTION OF IT I WANT TO REFER YOU

         10   TO IS AT THE BOTTOM OF THE FIRST PAGE UNDER THE HEADING

         11   CALLED "THE LATEST KILLER APP."  DO YOU SEE THAT?

         12             ANSWER:  I SEE A HEADING.

         13             QUESTION:  YES.  THE FIRST PARAGRAPH UNDER THE

         14   HEADING READS AS FOLLOWS:  "OUR INDUSTRY IS ALWAYS LOOKING

         15   FOR THE NEXT 'KILLER APPLICATION' -- FOR A CATEGORY OF

         16   SOFTWARE THAT, BY ITS UTILITY AND INTELLIGENT DESIGN,

         17   BECOMES INDISPENSABLE TO MILLIONS OF PEOPLE.  WORD

         18   PROCESSORS AND SPREADSHEETS WERE THE KILLER APPLICATIONS FOR

         19   BUSINESS P.C.'S STARTING IN 1981."

         20             AND THE NEXT SENTENCE READS, "THE LATEST CONFIRMED

         21   'KILLER APP' IS THE WEB BROWSER."

         22             DO YOU RECALL WRITING THAT, SIR?

         23             ANSWER:  NO.

         24             QUESTION:  DO YOU HAVE ANY REASON TO BELIEVE YOU

         25   DIDN'T WRITE IT?
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          1             ANSWER:  NO.

          2             QUESTION:  CAN YOU EXPLAIN WHAT YOU MEANT HERE BY

          3   DESCRIBING THE WEB BROWSER AS A "KILLER APP"?

          4             ANSWER:  I JUST MEANT THAT BROWSING WOULD BE, IN

          5   OUR VIEW, A POPULAR THING, NOT NECESSARILY ON THE WEB, BUT

          6   JUST BROWSING IN GENERAL WOULD BE A POPULAR ACTIVITY.

          7             QUESTION:  IS A KILLER APPLICATION AN APPLICATION

          8   THAT DRIVES SALES OF OTHER PRODUCTS, LIKE OPERATING SYSTEMS

          9   AND HARDWARE?

         10             ANSWER:  NO.

         11             QUESTION:  DO YOU HAVE A DEFINITION IN YOUR OWN

         12   MIND OF "KILLER APPLICATION"?

         13             ANSWER:  IT MEANS A POPULAR APPLICATION.

         14             QUESTION:  LET ME RESORT AGAIN TO THE MICROSOFT

         15   COMPUTER DICTIONARY, AND I'LL READ YOU WHAT THAT SAYS ABOUT

         16   KILLER APPLICATIONS.  YOU MAY DISAGREE WITH IT, AND IF SO,

         17   YOU CAN TELL ME.

         18             THE MICROSOFT COMPUTER DICTIONARY, 1997 EDITION,

         19   DEFINES "KILLER APP" AS FOLLOWS, AND IT GIVES TWO

         20   DEFINITIONS.  AND I'LL BE VERY COMPLETE THIS TIME,

         21   MR. GATES.

         22             THE FIRST DEFINITION IS, "AN APPLICATION OF SUCH

         23   POPULARITY AND WIDESPREAD STANDARDIZATION THAT IT FUELS

         24   SALES OF THE HARDWARE PLATFORM OR OPERATING SYSTEM FOR WHICH

         25   IT WAS WRITTEN."
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          1             I WILL READ IT TO YOU.  THE SECOND DEFINITION IS,

          2   "AN APPLICATION THAT SUPPLANTS ITS COMPETITION."

          3             LET ME GO BACK AND READ YOU THE FIRST DEFINITION

          4   AGAIN, NOW THAT YOU'VE HEARD BOTH OF THEM.

          5             THE FIRST DEFINITION READS AS FOLLOWS:  "AN

          6   APPLICATION OF SUCH POPULARITY AND WIDESPREAD

          7   STANDARDIZATION THAT IT FUELS SALES OF THE HARDWARE PLATFORM

          8   OR OPERATING SYSTEM FOR WHICH IT WAS WRITTEN."

          9             ANSWER:  I ALREADY TOLD YOU THAT MY DEFINITION OF

         10   "KILLER APP" IS A VERY POPULAR APPLICATION.

         11             QUESTION:  WHAT ABOUT A RELATIONSHIP TO AN

         12   OPERATING SYSTEM?

         13             ANSWER:  USUALLY THEY'RE JUST TALKING ABOUT IT

         14   BEING A VERY POPULAR APPLICATION.  I CERTAINLY KNOW OF

         15   THINGS THAT HAVE BEEN REFERRED TO AS KILLER APPLICATIONS

         16   THAT HAVEN'T DRIVEN HARDWARE SALES OR OPERATING SYSTEM

         17   SALES.

         18             QUESTION:  WHAT OTHER APPLICATIONS WOULD YOU

         19   IDENTIFY AS BEING KILLER APPLICATIONS?

         20             ANSWER:  APPLIED SIMULATOR.

         21             QUESTION:  ANY OTHERS?

         22             ANSWER:  YOU ALWAYS HAVE TO TAKE A YEAR AND A

         23   CONTEXT FOR THOSE THINGS.

         24             FOR EXAMPLE, WHEN DESKTOP PUBLISHING SOFTWARE

         25   BECAME POPULAR IN THE 1980'S, MANY PEOPLE REFERRED TO IT

                                                                               8

          1   THAT WAY.  WHEN PEOPLE ARE TALKING ABOUT INTERACTIVE T.V.,

          2   THEY THOUGHT VIDEO ON DEMAND WOULD BE A KILLER APPLICATION.

          3   AND SOMETHING WENT WRONG BECAUSE, YOU KNOW, THE WHOLE THING

          4   NEVER CAUGHT ON.

          5             BUT PEOPLE HAD BEEN USING THAT TERM, THE IDEA OF

          6   LETTING PEOPLE WATCH MOVIES, AS SOMETHING THAT WOULD BE

          7   EXTREMELY POPULAR.

          8             QUESTION:  DOES MICROSOFT ENDEAVOR TO TRACK ITS

          9   MARKET SHARE WITH RESPECT TO OPERATING SYSTEMS ON PERSONAL

         10   COMPUTERS?

         11             ANSWER:  THERE'S NOT SOME UNIFIED EFFORT TO DO

         12   THAT.

         13             QUESTION:  IS THERE ANYBODY IN MICROSOFT

         14   RESPONSIBLE FOR TRYING TO DETERMINE WHAT MICROSOFT'S MARKET

         15   SHARE IS WITH RESPECT TO P.C. OPERATING SYSTEMS?

         16             ANSWER:  NO.

         17             QUESTION:  HAVE YOU SEEN ANY FIGURES INDICATING

         18   WHAT MICROSOFT'S MARKET SHARE IS WITH RESPECT TO OPERATING

         19   SYSTEMS ON PERSONAL COMPUTERS?

         20             ANSWER:  FROM TIME TO TIME PEOPLE, WHEN THEY'RE

         21   DOING MARKETING ANALYSIS, MAY PULL TOGETHER SOME FIGURES

         22   LIKE THAT.  AND DEPENDING ON, YOU KNOW, WHAT THE CONTEXT IS,

         23   THEY WILL BE DIFFERENT NUMBERS.

         24             QUESTION:  I'D LIKE YOU TO TURN TO THE PAGE OF

         25   THIS DOCUMENT THAT ENDS IN 022.  AND THE HEADING READS
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          1   "X86 OS ANALYSIS FOR FISCAL YEAR '96."

          2             ANSWER:  OKAY.

          3             QUESTION:  ON THE PAGE THAT IS TITLED "X86 OS

          4   ANALYSIS FOR FISCAL YEAR '96" APPEARS A STATEMENT, "ALL

          5   OTHER COMPETITIVE LICENSES, LESS THAN 5 PERCENT."

          6             DO YOU HAVE ANY UNDERSTANDING THAT IN OR ABOUT

          7   EARLY 1996, MICROSOFT'S SHARE OF THE MARKET WITH RESPECT TO

          8   OPERATING SYSTEMS SOLD FOR X86 COMPUTERS WAS IN THE VICINITY

          9   OF 95 PERCENT?

         10             ANSWER:  NO.

         11             QUESTION:  WHAT IS YOUR UNDERSTANDING OF WHAT THE

         12   MICROSOFT MARKET SHARE WAS AT THAT TIME?

         13             ANSWER:  I WOULDN'T KNOW.

         14             QUESTION:  DO YOU HAVE ANY IDEA, AS YOU SIT HERE

         15   TODAY, WHAT MICROSOFT'S MARKET SHARE IS WITH RESPECT TO

         16   OPERATING SYSTEMS SOLD FOR X86 ARCHITECTURE COMPUTERS?

         17             ANSWER:  WELL, PIRACY ALONE IS GREATER THAN 5

         18   PERCENT.  BUT, NO, I DON'T KNOW THE NUMBER.

         19             QUESTION:  WHAT OTHER COMPANIES BESIDES MICROSOFT

         20   SELL OPERATING SYSTEMS FOR X86 ARCHITECTURE COMPUTERS?

         21             ANSWER:  THERE'S A GREAT NUMBER.

         22             QUESTION:  CAN YOU IDENTIFY THEM?

         23             ANSWER:  SANTA CRUZ.  RED BRICK.  CALDERA.  IBM IN

         24   MANY DIFFERENT PRODUCTS.  SUN MICROSYSTEMS.  MICROWARE.

         25   WIND RIVER.
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          1             THOSE ARE ALL I CAN THINK OF RIGHT NOW.

          2             QUESTION:  DO YOU HAVE ANY ESTIMATE AS TO WHAT THE

          3   COLLECTIVE MARKET SHARE OF THOSE COMPANIES IS WITH RESPECT

          4   TO OPERATING SYSTEMS SOLD FOR X86 ARCHITECTURE P.C.'S?

          5             ANSWER:  NO.

          6             QUESTION:  IS IT UNDER 10 PERCENT?

          7             ANSWER:  WELL, I'VE SAID TO YOU I DON'T KNOW THE

          8   NUMBERS.

          9             QUESTION:  WOULD YOU YOU TAKE A LOOK AT EXHIBIT

         10   339, MR. GATES.  EXHIBIT 339 CONTAINS A NUMBER OF E-MAILS,

         11   AND I WANT TO ASK YOU A COUPLE QUESTIONS ABOUT ONE ON THE

         12   FIRST PAGE FROM RUSSELL SIEGELMAN TO YOURSELF AND OTHERS RE

         13   MCI AS AN ACCESS PROVIDER, DATED OCTOBER 13, 1994.

         14             DO YOU RECALL RECEIVING THIS E-MAIL?

         15             ANSWER:  NO.

         16             QUESTION:  DO YOU HAVE ANY REASON TO BELIEVE YOU

         17   DIDN'T GET IT?

         18             ANSWER:  NO.

         19             QUESTION:  WHAT WAS MR. SIEGELMAN'S POSITION IN

         20   OCTOBER OF '94?

         21             ANSWER:  HE WAS INVOLVED WITH LOOKING AT MARVEL.

         22             QUESTION:  AND WHAT WAS MARVEL?

         23             ANSWER:  IT WAS A CODE NAME FOR WHAT WE WOULD DO

         24   IN TERMS OF INTERNET SITES OR ONLINE SERVICE ACTIVITY.

         25             QUESTION:  DO YOU UNDERSTAND THAT IN THIS E-MAIL
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          1   HERE, MR. SIEGELMAN IS OPPOSING A PROPOSAL TO GIVE MCI A

          2   POSITION ON THE WINDOWS 95 DESKTOP AS AN INTERNET SERVICE

          3   PROVIDER?

          4             ANSWER:  I DON'T REMEMBER ANYTHING ABOUT MCI.

          5   THIS TALKS ABOUT HOW WE'LL HAVE A MOSAIC CLIENT IN

          6   WINDOWS 95.  I DON'T SEE ANYTHING IN HERE ABOUT THE DESKTOP.

          7             QUESTION:  IT REFERENCES IN THIS E-MAIL THE

          8   WINDOWS BOX.  WHAT DO YOU UNDERSTAND THE WINDOWS BOX TO

          9   MEAN?

         10             ANSWER:  WELL, THE WINDOWS BOX IS CERTAINLY NOT

         11   THE WINDOWS DESKTOP.  THE WINDOWS BOX IS A PIECE OF

         12   CARDBOARD.

         13             QUESTION:  IS IT YOUR UNDERSTANDING THAT WHEN HE

         14   USES "WINDOWS BOX" HERE, HE MEANS A PIECE OF CARDBOARD?

         15             ANSWER:  WELL, HE IS PROBABLY TALKING ABOUT THE

         16   STUFF THAT'S INSIDE.  HE IS SAYING ACCESS TO THE WINDOWS

         17   BOX.  HE IS TALKING ABOUT THE BITS THAT ARE ON THE --

         18             (THE REPORTER READ BACK AS FOLLOWS:)

         19             WHAT DO YOU UNDERSTAND TO BE THE SUBJECT OF THE

         20   MEMORANDUM HERE THAT HE IS ADDRESSING?

         21             (END OF READING BACK.)

         22             ANSWER:  THIS IS ELECTRONIC MAIL AND RUSS IS

         23   SUGGESTING THAT HE DISAGREES WITH DOING A DEAL WITH MCI

         24   UNDER THESE PARTICULAR TERMS.

         25             QUESTION:  IN THE E-MAIL HE REFERS TO WINDOWS
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          1   DISTRIBUTION AS A UNIQUE AND VALUABLE ASSET, MORE

          2   SPECIFICALLY AS "OUR ONE UNIQUE AND VALUABLE ASSET."  DO YOU

          3   SEE THAT?

          4             ANSWER:  I SEE A SENTENCE THAT HAS THOSE WORDS IN

          5   IT.

          6             QUESTION:  DO YOU HAVE AN UNDERSTANDING AS TO WHAT

          7   HE MEANT?

          8             ANSWER:  WELL, THE MARVEL PEOPLE WERE HAVING A

          9   HARD TIME COMING UP WITH A STRATEGY, AND IN RETROSPECT WE

         10   CAN LOOK BACK AND SAY THAT THEY DIDN'T COME UP WITH A GOOD

         11   STRATEGY.  AND THEY WERE LOOKING AT, YOU KNOW, WHAT COULD

         12   THEY DO THAT WOULD BE ATTRACTIVE FOR A LOT OF USERS.  AND

         13   SOMETIMES THEIR GOALS AND THE GOALS OF THE WINDOWS GROUP

         14   WERE DIFFERENT.  AND, IN RETROSPECT, IT'S CLEAR THEY WEREN'T

         15   ABLE TO ATTRACT A LOT OF USERS.

         16             QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS TO

         17   WHAT MR. SIEGELMAN MEANT HERE BY HIS REFERENCE TO WINDOWS

         18   DISTRIBUTION BEING "OUR ONE UNIQUE AND VALUABLE ASSET"?

         19             ANSWER:  WAS THAT THE QUESTION I WAS ASKED --

         20             QUESTION:  YES, SIR.

         21             ANSWER:  CAN YOU READ ME BACK THE PREVIOUS

         22   QUESTION?

         23             (THE REPORTER READ BACK AS FOLLOWS:)

         24             "IN THE E-MAIL HE REFERS TO WINDOWS DISTRIBUTION

         25   AS A UNIQUE AND VALUABLE ASSET, MORE SPECIFICALLY AS 'OUR
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          1   ONE UNIQUE AND VALUABLE ASSET.'  DO YOU THAT?

          2             ANSWER:  I SEE A SENTENCE THAT HAS THOSE WORDS IN

          3   IT.

          4             QUESTION:  DO YOU HAVE AN UNDERSTANDING AS TO WHAT

          5   HE MEANT?"

          6             (REPORTER FINISHED READING BACK.)

          7             ANSWER:  WELL, MAYBE THERE IS SOME

          8   UNDERSTANDING -- YOU SAID DO I UNDERSTAND WHAT HE MEANT.  I

          9   THOUGHT YOU WERE ASKING ABOUT HIS E-MAIL AS A WHOLE.

         10             QUESTION:  LET ME REASK IT FOR THE THIRD TIME NOW

         11   AND SEE IF I CAN GET AN ANSWER.

         12             DO YOU HAVE ANY UNDERSTANDING WHAT MR. SIEGELMAN

         13   MEANT WHEN HE REFERRED TO WINDOWS DISTRIBUTION AS OUR ONE

         14   UNIQUE AND VALUABLE ASSET?

         15             MR. HEINER:  THIS IS A LINE OF QUESTIONING ABOUT

         16   THE MAIL THAT MR. GATES DOES NOT RECALL READING; IS THAT

         17   RIGHT?

         18             MR. HOUCK:  THE QUESTION HAS BEEN PUT.

         19             ANSWER:  I THINK THE MARVEL GROUP IN THEIR SEARCH

         20   FOR WHAT THEY COULD DO TO GET MILLIONS OF USERS AT THIS

         21   PARTICULAR POINT IN TIME WERE THINKING ABOUT MAKING IT EASY

         22   TO SIGN UP THROUGH THE WINDOWS BOX BEING SOMETHING THAT

         23   WOULD BE HELPFUL TO THEM AND, THEREFORE, AN ASSET FOR THE

         24   MARVEL GROUP IN WHAT THEY WERE DOING.

         25             QUESTION:  DO YOU UNDERSTAND THAT MR. SIEGELMAN IN
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          1   HIS REFERENCE HAD IN MIND THE LARGE MARKET SHARE THAT

          2   MICROSOFT HAS WITH RESPECT TO OPERATING SYSTEMS?

          3             ANSWER:  I DON'T SEE ANYTHING ABOUT THAT IN HERE.

          4             QUESTION:  THAT'S NOT YOUR UNDERSTANDING?

          5             ANSWER:  REMEMBER, RUSS ISN'T INVOLVED WITH THE

          6   WINDOWS BUSINESS; HE IS INVOLVED WITH THE MARVEL BUSINESS.

          7             QUESTION:  DO YOU CONSIDER WINDOWS DISTRIBUTION A

          8   UNIQUE ASSET OF MICROSOFT'S?

          9             ANSWER:  I KNOW THAT THE INCLUSION OF WHAT MARVEL

         10   BECAME DIDN'T LEAD TO ITS BEING POPULAR.

         11             QUESTION:  AGAIN, LET ME ASK THE QUESTION,

         12   MR. GATES.  I WASN'T ASKING ABOUT MARVEL.  I WAS ASKING

         13   ABOUT WINDOWS DISTRIBUTION.

         14             ANSWER:  WELL, MARVEL WAS A THING THAT WAS PUT

         15   INTO THE WINDOWS BOX AND SO, IN FACT, IF THE QUESTION IS IS

         16   PUTTING THINGS IN THERE -- IS THAT VALUABLE IN THE SENSE

         17   THAT IT CREATES POPULARITY FOR THOSE THINGS, THERE ARE MANY

         18   GOOD EXAMPLES THAT WE KNOW WHERE IT OBVIOUSLY DOES NOT

         19   CREATE POPULARITY.  SO IN TERMS OF HOW MUCH OF A VALUE THAT

         20   IS, IT'S VERY INSTRUCTIVE TO LOOK AT MARVEL AND WHAT

         21   SUBSEQUENTLY HAPPENED TO THAT, BECAUSE WE DID INCLUDE IT IN

         22   THE WINDOWS BOX AS ONE OF THE THINGS THAT THE USER HAD ON

         23   THE DESKTOP.

         24             QUESTION:  LET ME PUT THE QUESTION AGAIN WITHOUT

         25   REFERENCE TO THIS DOCUMENT.  MR. GATES, DO YOU BELIEVE THAT
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          1   WINDOWS DISTRIBUTION IS A UNIQUE ASSET THAT MICROSOFT HAS?

          2             MR. HEINER:  OBJECTION.  FORM.  FOUNDATION.

          3   DEFINED TERMS.

          4             ANSWER:  WHAT DO YOU MEAN WHEN YOU SAY "WINDOWS

          5   DISTRIBUTION" THERE?

          6             QUESTION:  DO YOU HAVE AN UNDERSTANDING WHAT

          7   MR. SIEGELMAN MEANT BY THE PHRASE "WINDOWS DISTRIBUTION" IN

          8   HIS E-MAIL HE WROTE TO YOU?

          9             ANSWER:  HE MEANS -- I THINK HE MEANS, I DON'T

         10   KNOW FOR SURE -- I THINK HE MEANS INCLUDING AN ICON ON THE

         11   DESKTOP FOR ACCESS TO MARVEL.

         12             QUESTION:  AND BY "THE DESKTOP," YOU MEAN THE

         13   WINDOWS DESKTOP?

         14             ANSWER:  IN THIS CASE, YES.

         15             QUESTION:  IN 1996, WAS THERE A COMMON

         16   UNDERSTANDING OF WHAT WAS MEANT BY "INTERNET SOFTWARE"?

         17             ANSWER:  IN A CONTEXT-FREE SENSE, ABSOLUTELY NOT.

         18             QUESTION:  WAS THERE A COMMON UNDERSTANDING OF

         19   WHAT WAS MEANT BY AN INTERNET BROWSER?

         20             ANSWER:  THE WHOLE NOTION OF WHAT THE BROWSER --

         21   WHAT FEATURES IT WOULD CONTAIN OR WHAT IT WOULD MEAN OR --

         22   ALL THAT WAS VERY UNCERTAIN IN 1996.

         23             BY MR. BOIES:

         24             QUESTION:  GOOD MORNING, MR. GATES.

         25             ARE YOU GOING TO BE A WITNESS AT THE TRIAL OF THIS
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          1   MATTER?

          2             MR. HEINER:  OBJECTION.

          3             ANSWER:  I DON'T KNOW.

          4             QUESTION:  DO YOU INTEND TO BE A WITNESS AT TRIAL?

          5             ANSWER:  I DON'T KNOW.

          6             QUESTION:  GOOD MORNING, MR. GATES.  DO YOU

          7   UNDERSTAND THAT YOU'RE STILL UNDER OATH?

          8             ANSWER:  YES.

          9             QUESTION:  LET ME ASK YOU TO LOOK NEXT AT A

         10   DOCUMENT MARKED AS EXHIBIT 388.

         11             (END OF PLAYING OF VIDEOTAPE EXCERPTS.)

         12             MR. BOIES:  YOUR HONOR, JUST FOR THE RECORD,

         13   GOVERNMENT DEPOSITION EXHIBIT 388 IS NOW GOVERNMENT TRIAL

         14   EXHIBIT 520.

         15             THE COURT:  AND IN EVIDENCE.

         16             MR. BOIES:  I BELIEVE THAT IS CORRECT.  I WILL

         17   CONFIRM THAT, YOUR HONOR.

         18             WE THINK IT MAY NOT BE IN EVIDENCE, YOUR HONOR.

         19   IN THAT CASE, I WOULD OFFER GOVERNMENT TRIAL EXHIBIT 520 AT

         20   THIS TIME.

         21             THE COURT:  MR. WEST, DO YOU HAVE IT?

         22             THE DEPUTY CLERK:  I DON'T HAVE IT IN.

         23             THE COURT:  IS THERE ANY OBJECTION TO GOVERNMENT'S

         24   520?

         25             MR. WARDEN:  YOUR HONOR, I DON'T HAVE A COPY OF IT
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          1   YET.

          2             MR. BOIES:  YOUR HONOR, I WILL COME BACK AND

          3   RE-OFFER THAT AFTER THE BREAK AND WE CAN FURNISH THEM WITH

          4   ANOTHER COPY OF IT.

          5             THE COURT:  ALL RIGHT.

          6             (VIDEOTAPE EXCERPTS PLAYED AS FOLLOWS:)

          7             QUESTION:  THE SECOND E-MAIL OR MESSAGE HERE IS A

          8   MESSAGE DATED APRIL 12, 1995, AT 12:54 P.M. FROM PAUL MARITZ

          9   TO YOU AND A NUMBER OF OTHER PEOPLE, CORRECT, SIR?

         10             ANSWER:  THAT'S WHAT IT APPEARS TO BE.

         11             QUESTION:  AND THE SUBJECT IS THE "THREE-YEAR PLAN

         12   THOUGHTS -- DRAFT," CORRECT?

         13             ANSWER:  THAT'S, YES, THE SUBJECT.

         14             QUESTION:  DID YOU RECEIVE THIS MESSAGE ON OR

         15   ABOUT APRIL 12, 1995?

         16             ANSWER:  I DON'T REMEMBER RECEIVING IT, BUT I HAVE

         17   NO REASON TO DOUBT THAT I DID.

         18             QUESTION:  NOW, ATTACHED HERE IS SOMETHING THAT IS

         19   TITLED "THREE-YEAR PLAN FOLLOW-UP ("DRAFT").  DO YOU SEE

         20   THAT?

         21             ANSWER:  YES.

         22             QUESTION:  DID YOU RECEIVE THIS AT OR ABOUT THE

         23   TIME INDICATED OF APRIL 12, 1995?

         24             ANSWER:  I'M NOT SURE.

         25             QUESTION:  LET ME ASK YOU TO LOOK AT THE PAGE THAT
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          1   BEARS IN THE BOTTOM RIGHT-HAND CORNER THE MICROSOFT DOCUMENT

          2   PRODUCTION STAMP ENDING 7193.  AND, IN PARTICULAR, THE

          3   PORTION THAT IS UNDER THE HEADING "SHELL/BROWSER."  DO YOU

          4   HAVE THAT?

          5             ANSWER:  YES.

          6             QUESTION:  AND IT SAYS HERE, "WE SHOULD GET A VIEW

          7   AS TO WHAT WILL BE HANDLED BY THE 'WIN97' SHELL, AND WHAT

          8   WILL NOT -- AND IF NOT, HOW IS THE NEEDED EXTENSION

          9   INTEGRATED INTO THE WIN97 ENVIRONMENT."

         10             DO YOU SEE THAT?

         11             ANSWER:  UH-HUH.

         12             QUESTION:  WERE YOU TOLD IN OR ABOUT APRIL OF 1995

         13   THAT ONE OF THE ISSUES IN TERMS OF PLANNING THAT WAS NEEDED

         14   TO BE DECIDED WAS WHAT WOULD BE HANDLED BY THE WIN97 SHELL

         15   AND WHAT WOULD NOT BE?

         16             ANSWER:  I'M NOT SURE -- I'M NOT SURE WHAT IS

         17   MEANT BY WIN97 SHELL HERE.  I DON'T REMEMBER SEEING THAT AT

         18   THE TIME.

         19             QUESTION:  WELL, YOU KNOW WHAT A SHELL IS IN THIS

         20   CONTEXT, DO YOU NOT, SIR?

         21             ANSWER:  YES.

         22             QUESTION:  AND YOU RECOGNIZE WIN97 AS A REFERENCE

         23   TO WHAT ULTIMATELY BECAME WINDOWS 98, DO YOU NOT, SIR?

         24             ANSWER:  NO.  THE FACT THAT WE USE A NAME LIKE

         25   THAT BEFORE WE HAVE DECIDED WHAT'S IN A PRODUCT DOESN'T MEAN
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          1   THAT WHEN WE USED THAT NAME BACK THEN IT REFERENCED THE

          2   THINGS THAT EVENTUALLY GOT INTO THE PRODUCT.

          3             QUESTION:  LET ME MAKE SURE I UNDERSTAND THAT LAST

          4   ANSWER.

          5             WAS WIN97 A REFERENCE THAT WAS USED WITHIN

          6   MICROSOFT TO REFER TO WHAT ULTIMATELY BECAME WINDOWS 98?

          7             ANSWER:  IT WAS A TERM THAT WAS USED TO REFER TO A

          8   PROJECT.  WHEN IT WAS USED, NONE OF US KNEW EITHER WHAT

          9   WOULD BE IN THE PROJECT OR WHAT IT WOULD BE CALLED.  SO ANY

         10   TIME YOU SEE THAT REFERENCE, YOU CAN'T ASSUME IT'S A

         11   REFERENCE TO THE THINGS THAT EVENTUALLY BECAME WINDOWS 98.

         12   ALL YOU KNOW IS THEY'RE REFERRING TO THE NEXT PROJECT

         13   RELATED TO ENHANCING WINDOWS.

         14             QUESTION:  LET ME ASK THE QUESTION THIS WAY.  WAS

         15   THE PROJECT THAT WAS INTERNALLY DESCRIBED WITHIN MICROSOFT

         16   AS WIN97 THE PROJECT THAT ULTIMATELY RESULTED IN WINDOWS 98?

         17             ANSWER:  I BELIEVE SO.

         18             QUESTION:  ALL RIGHT, SIR.  LET ME ASK YOU TO LOOK

         19   AT A DOCUMENT THAT HAS BEEN MARKED AS GOVERNMENT EXHIBIT

         20   396.

         21             (END OF PLAYING OF VIDEOTAPE EXCERPTS.)

         22             MR. BOIES:  YOUR HONOR, GOVERNMENT DEPOSITION

         23   EXHIBIT 396 HAS BEEN MARKED FOR IDENTIFICATION AS GOVERNMENT

         24   TRIAL EXHIBIT 333.  IT HAS NOT YET BEEN RECEIVED IN

         25   EVIDENCE.  I WILL CONFER WITH COUNSEL OVER THE BREAK AND SEE
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          1   IF WE CAN GET IT ADMITTED WITHOUT OBJECTION.

          2             THE COURT:  ALL RIGHT.

          3             (VIDEOTAPE EXCERPTS PLAYED AS FOLLOWS:)

          4             QUESTION:  AND THIS PURPORTS TO BE SOME QUESTIONS

          5   AND ANSWERS ON "THE USE AND MISUSE OF TECHNOLOGY" BY BILL

          6   GATES DATED OCTOBER 24, 1995, COPYRIGHTED 1992 TO 1995 BY

          7   THE MICROSOFT CORPORATION.

          8             DO YOU RECALL PREPARING THESE QUESTIONS AND

          9   ANSWERS, SIR?

         10             ANSWER:  I KNOW I WAS AT A MEETING WHERE THIS WAS

         11   WORKED ON.

         12             QUESTION:  AND DID THE STATEMENTS SET FORTH HERE

         13   REFLECT YOUR VIEWS AT THE TIME?

         14             ANSWER:  I DON'T REMEMBER SPECIFICALLY THESE

         15   SENTENCES, BUT I HAVE NO REASON TO DOUBT THIS IS WHAT WAS

         16   DISCUSSED AND PUT INTO THE COLUMN.

         17             QUESTION:  AND YOU UNDERSTOOD THAT WHEN THIS WAS

         18   PREPARED AND, AS YOU PUT IT, PUT INTO THE COLUMN, THAT IT

         19   WAS GOING TO BE PUBLISHED, DID YOU NOT, SIR?

         20             ANSWER:  YEAH, THE COLUMN IS PUBLISHED.

         21             QUESTION:  WHERE IS THE COLUMN PUBLISHED?

         22             ANSWER:  A NUMBER OF NEWSPAPERS.

         23             QUESTION:  NOW, WHEN YOU REFER HERE ON THE SECOND

         24   PAGE, FOURTH LINE, TO "WINNING FOR MICROSOFT A LARGER SHARE

         25   OF THE MARKET FOR INTERNET BROWSERS," DO YOU SEE THAT?
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          1             ANSWER:  NO.

          2             QUESTION:  IT'S ON THE SECOND PAGE, FOURTH LINE --

          3             ANSWER:  OH, YOU'RE ON THE SECOND PAGE.  LET ME

          4   JUST READ THIS.

          5             OKAY, GO AHEAD.

          6             QUESTION:  WHEN YOU REFER IN HERE TO "WINNING FOR

          7   MICROSOFT A LARGER SHARE OF THE MARKET FOR INTERNET

          8   BROWSERS" -- AND DO YOU SEE WHERE YOU SAY THAT?

          9             ANSWER:  YES, IT'S PART OF A SENTENCE HERE.

         10             QUESTION:  WHAT DID YOU MEAN BY "THE MARKET FOR

         11   INTERNET BROWSERS," SIR?

         12             ANSWER:  I ASSUME I MEANT USAGE SHARE OF BROWSERS

         13   ON THE WORLD WIDE WEB.

         14             QUESTION:  YOU THEN GO ON IN PARENTHESES TO SAY

         15   "AN INTERNET BROWSER IS SOFTWARE THAT LETS AN INDIVIDUAL

         16   ROAM THE WORLDS OF INFORMATION AVAILABLE ON THE INTERNET.

         17   MICROSOFT'S BROWSER IS CALLED THE INTERNET EXPLORER."

         18             DO YOU SEE THAT?

         19             ANSWER:  CLOSE PAREN.  YEAH.

         20             QUESTION:  CLOSE PAREN AND THEN CLOSE QUOTE, SINCE

         21   I'M QUOTING IT.

         22             DID YOU BELIEVE THAT WAS AN ACCURATE STATEMENT AT

         23   THE TIME THAT YOU MADE IT AND PUBLISHED IT?

         24             ANSWER:  IN TRYING TO GIVE AN EXPLANATION TO THE

         25   BROAD AUDIENCE THAT THE COLUMN WAS AIMED AT, YES, I THOUGHT
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          1   IT WAS A GOOD WAY OF DESCRIBING IT TO THAT AUDIENCE.

          2             QUESTION:  OKAY.  LET ME ASK YOU TO LOOK AT

          3   EXHIBIT 401.

          4             (END OF PLAYING OF VIDEOTAPE EXCERPTS.)

          5             MR. BOIES:  YOUR HONOR, DEPOSITION EXHIBIT 401 IS

          6   NOW TRIAL EXHIBIT 560, AND, AGAIN, WE WILL CONFER WITH

          7   COUNSEL --

          8             THE COURT:  568?

          9             MR. BOIES:  560, EXCUSE ME.  560.  AND WE WILL

         10   AGAIN CONFER WITH COUNSEL FOR MICROSOFT.

         11             THE COURT:  ALL RIGHT.

         12             (VIDEOTAPE EXCERPTS PLAYED AS FOLLOWS:)

         13             QUESTION:  THIS IS A MESSAGE FROM YOU TO

         14   MR. BALLMER AND MR. CHASE WITH A COPY TO MR. MARITZ AND SOME

         15   OTHER PEOPLE WERE ALSO GIVEN COPIES, DATED AUGUST 15, 1997

         16   AT 4:07 P.M. ON THE SUBJECT OF IBM AND NETSCAPE, CORRECT?

         17             ANSWER:  UH-HUH.

         18             QUESTION:  AND YOU TYPE IN HERE "IMPORTANCE:

         19   HIGH."

         20             ANSWER:  NO.

         21             QUESTION:  NO?

         22             ANSWER:  NO, I DIDN'T TYPE THAT.

         23             QUESTION:  WHO TYPED IN "HIGH"?

         24             ANSWER:  A COMPUTER.

         25             QUESTION:  A COMPUTER.  WHY DID THE COMPUTER TYPE
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          1   IN "HIGH"?

          2             ANSWER:  IT'S AN ATTRIBUTE OF THE E-MAIL.

          3             QUESTION:  AND WHO SET THE ATTRIBUTE OF THE

          4   E-MAIL?

          5             ANSWER:  USUALLY THE SENDER SENDS THAT ATTRIBUTE.

          6             QUESTION:  WHO IS THE SENDER HERE, MR. GATES?

          7             ANSWER:  IN THIS CASE IT APPEARS I'M THE SENDER.

          8             QUESTION:  YES.  AND SO YOU'RE THE ONE WHO SET THE

          9   HIGH DESIGNATION OF IMPORTANCE, RIGHT, SIR?

         10             ANSWER:  IT APPEARS I DID THAT.  I DON'T REMEMBER

         11   DOING THAT SPECIFICALLY.

         12             QUESTION:  RIGHT.  NOW, DID YOU SEND THIS MESSAGE

         13   ON OR ABOUT AUGUST 15, 1997?

         14             ANSWER:  I DON'T REMEMBER DOING SO.

         15             QUESTION:  NOW, YOU SAY THAT YOU HAD A MEETING

         16   WITH JEFF PAPOWS; IS THAT CORRECT?

         17             ANSWER:  I DID HAVE A MEETING WITH JEFF PAPOWS,

         18   YES.

         19             QUESTION:  AND THE THIRD PARAGRAPH FROM THE BOTTOM

         20   YOU WRITE "HE DOESN'T WANT ANYTHING ATTRIBUTED TO ME OR HE

         21   WILL GET IN TROUBLE, BUT HE SAYS WE CAN JUST REFER TO ALL

         22   THE RUMORS ON THE WEB ABOUT WHAT KIND OF DEAL IS BEING DONE

         23   BETWEEN NETSCAPE AND IBM."

         24             DO YOU SEE THAT?

         25             ANSWER:  I DO.
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          1             QUESTION:  AT THIS POINT, THAT IS, IN OR ABOUT

          2   AUGUST OF 1997, WERE YOU AWARE PRIOR TO YOUR CONVERSATION

          3   WITH MR. PAPOWS, THAT THERE WAS A PROSPECT OF A DEAL BETWEEN

          4   NETSCAPE AND IBM?

          5             ANSWER:  THERE HAD BEEN RUMORS OF THAT, SO, YES.

          6   IN FACT, THERE HAD BEEN DEALS.  THERE WAS RUMORS OF A NEW

          7   DEAL.

          8             QUESTION:  THIS IS A MESSAGE DATED FEBRUARY 16,

          9   1998, FROM LAURA JENNINGS TO YOU AND A NUMBER OF OTHER

         10   PEOPLE, INCLUDING MR. ALLCHIN, MR. BALLMER AND MR. MARITZ.

         11             DO YOU SEE THAT?

         12             ANSWER:  YES.

         13             QUESTION:  DID YOU RECEIVE THIS E-MAIL IN OR ABOUT

         14   FEBRUARY OF 1998, SIR?

         15             ANSWER:  I DON'T REMEMBER RECEIVING IT, BUT I HAVE

         16   NO REASON TO THINK THAT I DIDN'T.

         17             QUESTION:  LET ME TAKE YOU DOWN TO THE NEXT TO

         18   LAST PARAGRAPH ON THE FIRST PAGE.  THE FIRST SENTENCE SAYS

         19   "ONE POTENTIAL CONCERN:  BRAD MENTIONED TO ME LATE FRIDAY

         20   THAT THERE MAY BE NEW CONCERNS ABOUT OUR PLAN TO MAKE START

         21   A REQUIREMENT FOR BEING IN THE IE REFERRAL SERVER, OR AT

         22   LEAST THERE MAY BE TIMING ISSUES RELATED TO YOUR APPEARANCE

         23   AT SENATOR HATCH'S HEARINGS."

         24             DO YOU SEE THAT?

         25             ANSWER:  YES.
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          1             QUESTION:  DO YOU RECALL A DISCUSSION OF THIS IN

          2   OR ABOUT FEBRUARY OF 1998?

          3             ANSWER:  NOT WITH LAURA.  BUT ON THE GENERAL

          4   SUBJECT, YES.

          5             QUESTION:  DID MICROSOFT, IN FACT, MAKE START "A

          6   REQUIREMENT FOR BEING IN THE IE REFERRAL SERVER"?

          7             ANSWER:  NO, I DON'T THINK WE DID.

          8             QUESTION:  WHY NOT?

          9             ANSWER:  I THINK THE PR GROUP THOUGHT IT WOULD BE

         10   CONTROVERSIAL AND WE DIDN'T SEE THE BENEFIT AS BEING WORTH

         11   HAVING THAT CONTROVERSY.

         12             QUESTION:  LET ME ASK YOU TO LOOK AT A DOCUMENT

         13   THAT HAS BEEN MARKED AS EXHIBIT 404.  THE FIRST MESSAGE HERE

         14   IS A MESSAGE TO YOU AND MR. BALLMER WITH COPIES TO OTHER

         15   PEOPLE, DATED MARCH 23, 1994 AT 9:13 P.M. ON THE SUBJECT OF

         16   "IBM HELPS LOTUS."

         17             DID YOU RECEIVE THIS MESSAGE IN OR ABOUT MARCH OF

         18   1994, SIR?

         19             ANSWER:  I DON'T KNOW.

         20             QUESTION:  THE MESSAGE BEGINS BY DESCRIBING HOW

         21   IBM IS HELPING IN THE SELLING OF NOTES.  DO YOU SEE THAT?

         22             ANSWER:  YES.

         23             QUESTION:  AND AT THE END, MR. KEMPIN, WHO IS THE

         24   AUTHOR OF THIS, SAYS, "I AM UNSURE IF WE NEED TO SEE THIS AS

         25   AN ORGANIZATIONAL ISSUE OR AN OEM ISSUE."
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          1             DO YOU KNOW WHAT HE MEANS BY THAT?

          2             ANSWER:  WHAT'S HE TALKING ABOUT?

          3             QUESTION:  DO YOU KNOW WHAT HE IS TALKING ABOUT?

          4             ANSWER:  NO.

          5             QUESTION:  HE THEN SAYS, "I AM WILLING TO DO

          6   WHATEVER IT TAKES TO KICK THEM OUT, BUT STRONGLY BELIEVE WE

          7   NEED A WW HIT TEAM TO ATTACK IBM AS A LARGE ACCOUNT, WHEREBY

          8   THE OEM RELATIONSHIP SHOULD BE USED TO APPLY SOME PRESSURE."

          9             DO YOU SEE THAT?

         10             ANSWER:  UH-HUH.

         11             QUESTION:  YOU HAVE TO SAY "YES" FOR THE RECORD.

         12             ANSWER:  I SEE IT.

         13             QUESTION:  DO YOU KNOW WHAT MR. KEMPIN MEANS WHEN

         14   HE WRITES TO YOU ABOUT A "WW HIT TEAM"?

         15             ANSWER:  HE MEANS A SALESPERSON.

         16             QUESTION:  IF HE MEANS A SALESPERSON, WHY DOESN'T

         17   HE SAY "SALESPERSON," SIR?

         18             ANSWER:  IT CLEARLY MEANS SALESPERSON.

         19             QUESTION:  ARE SALESPEOPLE WITHIN MICROSOFT

         20   COMMONLY REFERRED TO AS "WW HIT TEAMS"?

         21             ANSWER:  IF THEY'RE WORLDWIDE AND IF THEY'RE

         22   TRYING TO SELL TO SOMEBODY WHO IS A LARGE ACCOUNT, YOU BET.

         23             QUESTION:  AND WHEN YOUR SALESPEOPLE GO OUT TO

         24   SELL LARGE ACCOUNTS, ARE THEY COMMONLY REFERRED TO AS

         25   NEEDING A "WW HIT TEAM TO ATTACK IBM AS A LARGE ACCOUNT,
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          1   WHEREBY THE OEM RELATIONSHIP SHOULD BE USED TO APPLY SOME

          2   PRESSURE"?

          3             ANSWER:  NO.

          4             QUESTION:  DID YOU SAY "NO"?

          5             ANSWER:  I SAID "NO."

          6             QUESTION:  DO YOU REMEMBER MR. KEMPIN TELLING YOU

          7   IN MARCH OF 1994 THAT HE WAS PROPOSING THAT THE OEM

          8   RELATIONSHIP WITH IBM SHOULD BE USED TO APPLY SOME PRESSURE

          9   TO STOP IBM FROM PROMOTING THE SALE OF NOTES?

         10             ANSWER:  NO.

         11             QUESTION:  DO YOU RECALL ANYONE EVER TELLING YOU

         12   THAT, SIR?

         13             ANSWER:  NO.

         14             QUESTION:  DID YOU EVER RESPOND TO MR. KEMPIN AND

         15   TELL HIM THAT NO, YOU DIDN'T THINK THAT MICROSOFT OUGHT TO

         16   APPLY OEM PRESSURE TO IBM?

         17             ANSWER:  I DON'T UNDERSTAND YOUR QUESTION.

         18             QUESTION:  DO YOU UNDERSTAND THAT MR. KEMPIN IS

         19   HERE PROPOSING TO YOU THAT MICROSOFT APPLY OEM PRESSURE TO

         20   IBM?

         21             ANSWER:  IT DOESN'T SAY OEM PRESSURE.

         22             QUESTION:  I DIDN'T SAY IT SAID IT, SIR.  IT SAYS

         23   THAT HE IS PROPOSING THAT THE OEM RELATIONSHIP SHOULD BE

         24   USED TO APPLY SOME PRESSURE ON IBM; CORRECT, SIR?

         25             ANSWER:  YOU'RE ASKING ME TO READ IT?
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          1             QUESTION:  I'M ASKING YOU IF THAT'S WHAT YOU

          2   UNDERSTAND HIM TO BE SAYING.

          3             ANSWER:  WHAT?

          4             QUESTION:  THAT HE IS PROPOSING THAT THE OEM

          5   RELATIONSHIP SHOULD BE USED BY MICROSOFT TO APPLY SOME

          6   PRESSURE ON IBM.

          7             ANSWER:  NO, I DON'T THINK HE IS PROPOSING

          8   ANYTHING.

          9             QUESTION:  YOU DON'T THINK HE IS PROPOSING

         10   ANYTHING.  WHEN HE SAYS THAT HE STRONGLY BELIEVES THAT THERE

         11   NEEDS TO BE "A WW HIT TEAM TO ATTACK IBM AS A LARGE ACCOUNT,

         12   WHEREBY THE OEM RELATIONSHIP SHOULD BE USED TO APPLY SOME

         13   PRESSURE," YOU DON'T THINK THAT HE IS SUGGESTING THAT

         14   MICROSOFT APPLY PRESSURE ON IBM?

         15             ANSWER:  I DON'T THINK HE IS MAKING A PROPOSAL.

         16   IT IS ONE OF THE THINGS HE MENTIONS, BUT IT'S NOT A

         17   PROPOSAL.

         18             QUESTION:  NOW, MR. KEMPIN'S MESSAGE WAS A

         19   RESPONSE TO A MESSAGE FROM YOU TO MR. KEMPIN AND MR. BALLMER

         20   DATED MARCH 20, 1994 AT 11:29 P.M., CORRECT?

         21             ANSWER:  IT APPEARS TO BE, YES.

         22             QUESTION:  AND YOU WRITE HIM IN THE FIRST

         23   PARAGRAPH "THIS IS ONE TOPIC I REALLY WANT TO TRY TO GET TO

         24   THE BOTTOM OF.  WHY DOES IBM HELP LOTUS SO MUCH?  IS THERE

         25   ANYTHING WE CAN DO ABOUT THIS?  SHOULD IT BECOME AN ISSUE IN
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          1   OUR GLOBAL RELATIONSHIP WITH IBM?"

          2             DID YOU SEND THIS MESSAGE TO MR. KEMPIN AND

          3   MR. BALLMER IN MARCH 1994?

          4             ANSWER:  IT APPEARS I DID.  I MEAN THAT'S PART OF

          5   THE MESSAGE I SENT, IT APPEARS.

          6             QUESTION:  NOW, WHEN MR. KEMPIN REPLIED, SAYING

          7   "WE NEED A WW HIT TEAM TO ATTACK IBM AS A LARGE ACCOUNT,

          8   WHEREBY THE OEM RELATIONSHIP SHOULD BE USED TO APPLY SOME

          9   PRESSURE," DID YOU UNDERSTAND HIM TO BE RESPONDING TO YOUR

         10   QUESTIONS?

         11             ANSWER:  I DON'T REMEMBER RECEIVING HIS MAIL.

         12             (END OF PLAYING OF VIDEOTAPE EXCERPTS.)

         13             MR. BOIES:  THAT'S THE END OF THE GATES DEPOSITION

         14   SELECTIONS.

         15             THE COURT:  ALL RIGHT.  LET'S TAKE A BRIEF RECESS.

         16             (RECESS WAS TAKEN.)

         17             (AFTER RECESS.)

         18             THE COURT:  ALL RIGHT.  HAVE YOU HAD A CHANCE TO

         19   REVIEW THE EXHIBITS?

         20             MR. BOIES:   WE HAVE, YOUR HONOR.  THERE IS ONE

         21   MORE EXHIBIT WE NEED TO GO OVER.  I THINK, IF IT'S

         22   CONVENIENT FOR THE COURT, WE'LL DO THAT RIGHT AFTER THE

         23   LUNCHEON RECESS.

         24             THE COURT:  ALL RIGHT.  THAT'S FINE.

         25             THE COURT:  WHO IS THE NEXT DEPONENT?
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          1             MR. BOIES:  THE NEXT DEPONENT IS MR. STEVE

          2   WADSWORTH, W-A-D-S-W-O-R-T-H.

          3             MR. WADSWORTH IS A VICE-PRESIDENT OF BUENA VISTA

          4   INTERNET GROUP, WHICH IS A SUBSIDIARY OF WALT DISNEY

          5   COMPANY, FROM 1995 UNTIL 1998.  JUST PRIOR TO HIS

          6   DEPOSITION, HE WAS VICE-PRESIDENT OF DISNEY ONLINE.  FROM

          7   1993 TO 1995, HE WAS DIRECTOR OF BUSINESS PLANNING FOR THE

          8   DISNEY CONSUMER PRODUCTS DIVISION.  HIS DEPOSITION WAS TAKEN

          9   ON SEPTEMBER 1, 1998.

         10             THE COURT:  ALL RIGHT.  AND HE IS BEING PRESENTED

         11   BY DEPOSITION?

         12             MR. BOIES: HE IS BEING PRESENTED BY DEPOSITION,

         13   AND WE ARE PLAYING ALL OF THE DESIGNATIONS OF BOTH THE

         14   GOVERNMENT AND MICROSOFT TOGETHER.

         15             THE COURT:  ALL RIGHT.  IT'S PRESENTED WITHOUT

         16   OBJECTION?

         17             MR. BOIES:  IT IS BEING PRESENTED WITHOUT

         18   OBJECTION.

         19             THE COURT:  HE IS BEING PRESENTED, BECAUSE HE IS

         20   NOT AMENABLE TO A SUBPOENA?

         21             MR. BOIES:  I THINK, YOUR HONOR, THERE IS A SENSE

         22   IN WHICH EVERY WITNESS IS AMENABLE TO SUBPOENA, BECAUSE WE

         23   HAVE NATIONWIDE SERVICE, I THINK.

         24             THE COURT:  THAT'S RIGHT.  YOU DO.

         25             BOTH SIDES ARE AGREED THAT HIS DEPOSITION IS TO BE
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          1   PLAYED, IS THAT CORRECT, MR. WARDEN?

          2             MR. WARDEN:  YES, YOUR HONOR.  I THINK, IN FACT,

          3   WE CONCLUDED THAT THE 100-MILE RULE WAS NOT SUPERSEDED BY

          4   THE NATIONWIDE SERVICE OF PROCESS THAT'S IN EFFECT IN THE

          5   CASE, PURSUANT TO YOUR HONOR'S ORDER.

          6             THE COURT:  OKAY.

          7             MR. WARDEN:  THEREFORE, THIS WITNESS IS BEYOND THE

          8   100 MILES UNDER THE RULE AND --

          9             THE COURT:  ALL RIGHT.  AS LONG AS HIS TESTIMONY

         10   IS BEING PRESENTED WITHOUT OBJECTION, CERTAINLY.

         11             MR. BOIES:  IN GENERAL, YOUR HONOR, I AGREE WITH

         12   MR. WARDEN.  I THINK THAT WE CONCLUDED THAT THE 100-MILE

         13   RULE AND THE NOT SUSCEPTIBLE OF BEING SERVED BY PROCESS WERE

         14   TWO ALTERNATIVE WAYS SO THAT IF YOU MET EITHER ONE OF THOSE,

         15   IT WAS ADMISSIBLE.

         16             THE COURT:  ALL RIGHT.

         17             (VIDEOTAPE EXCERPT PLAYED AS FOLLOWS:)

         18             BY MS. ROTH:

         19             QUESTION:  OKAY.  WHY DID DISNEY WANT TO HAVE A

         20   CHANNEL ON THE ACTIVE DESKTOP?

         21             ANSWER:  BECAUSE IT -- THE ACTIVE DESKTOP, IF

         22   SHIPPED WITH -- AS PART OF IE, WHICH, AS MY UNDERSTANDING

         23   WAS, WOULD BE SHIPPED WITH WINDOWS OPERATING SYSTEM, WOULD

         24   PROVIDE FOR A HIGH DEGREE OF VISIBILITY AND ACCESSIBILITY TO

         25   OUR WEB SITES FROM A USER OF MOST P.C.'S.

                                                                              32

          1             QUESTION:  WHAT MADE YOU THINK THAT BEING ON THE

          2   ACTIVE DESKTOP WOULD PROVIDE DISNEY WITH A HIGH DEGREE OF

          3   ACCESSIBILITY TO USERS OF MOST P.C.'S?

          4             ANSWER:  BECAUSE IT WAS OUR UNDERSTANDING THAT

          5   MICROSOFT WAS PLANNING TO DISTRIBUTE THE ACTIVE DESKTOP

          6   FUNCTIONALITY AND THE INTERNET EXPLORER BROWSER WITH THE

          7   WINDOWS OPERATING SYSTEM, WHICH IS HIGHLY DISTRIBUTED AND

          8   HOLDS A MAJORITY MARKET SHARE AMONG OPERATING SYSTEMS FOR

          9   P.C.'S.

         10             QUESTION:  DID ANYONE FROM MICROSOFT EVER DISCUSS

         11   WITH DISNEY THE ADVANTAGES OF HAVING -- OF DISNEY HAVING A

         12   CHANNEL ON THE ACTIVE DESKTOP?

         13             ANSWER:  YES.

         14             QUESTION:  WHAT DID MICROSOFT TELL DISNEY WOULD BE

         15   THE ADVANTAGES OF HAVING A CHANNEL ON THE ACTIVE DESKTOP?

         16             ANSWER:  JUST THAT.  THAT WE WOULD GET A HIGH

         17   DEGREE OF VISIBILITY AND ACCESSIBILITY TO OUR WEB SITES

         18   THROUGH THAT DISTRIBUTION BECAUSE OF THE ICON AND LINKS,

         19   BOTH FROM THE BROWSER AND FROM THE ACTIVE DESKTOP.

         20             QUESTION:  DO YOU REMEMBER WHO FROM MICROSOFT TOLD

         21   YOU THAT?

         22             ANSWER:  WELL, AT VARIOUS TIMES, BILL SPENCER AND

         23   BRAD CHASE.

         24             QUESTION:  WHAT DO YOU RECALL BRAD CHASE TELLING

         25   DISNEY ABOUT THE DISTRIBUTION OF THE ACTIVE DESKTOP?
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          1             ANSWER:  I DON'T RECALL SPECIFIC WORDS, BUT IT WAS

          2   CONVEYED THAT IT WAS HIGHLY VALUABLE TO BE THERE, TO BE AN

          3   ICON OR HAVE AN ICON ON THE ACTIVE DESKTOP BECAUSE THE

          4   DISTRIBUTION WOULD BE SIGNIFICANT.  I'M NOT SURE THAT IT WAS

          5   VERY SPECIFIC OTHER THAN, YOU KNOW, IT'S GOING TO BE

          6   DISTRIBUTED OR WILL BE DISTRIBUTED WITH THE WINDOWS

          7   OPERATING SYSTEM AND THAT THERE WAS A HIGH DEGREE OF VALUE

          8   ASSOCIATED WITH IT.  AND INITIALLY TO THE POINT OF, YOU

          9   KNOW, CONTENT PROVIDERS SHOULD BE WILLING TO PAY TO BE -- OR

         10   HAVE AN ICON ON THE ACTIVE DESKTOP.

         11             QUESTION:  DID MR. CHASE TELL YOU WHY THERE WOULD

         12   BE A HIGH DEGREE OF VALUE ASSOCIATED WITH BEING ON THE

         13   DESKTOP?

         14             ANSWER:  AS I RECALL, IT WAS BASICALLY THAT WE

         15   WOULD HAVE AN ICON -- IF WE WERE TO HAVE AN ICON ON THE

         16   ACTIVE DESKTOP, WE WOULD HAVE AN ICON THAT WOULD BE VIEWED

         17   BY FUTURE USERS OF THE WINDOWS OPERATING SYSTEM AT DEFAULT.

         18   ALTHOUGH AT VARIOUS TIMES IN THE CONVERSATION, THE SPECIFICS

         19   CHANGED BECAUSE THE DEVELOPMENT OF THAT PRODUCT WAS

         20   UNDERWAY.

         21             BUT, BASICALLY, WE WOULD HAVE AN ICON THAT GOT

         22   HIGH VISIBILITY BECAUSE OF THE DISTRIBUTION WITH WINDOWS AND

         23   BECAUSE OF DISTRIBUTION WITH IE, THE INTERNET EXPLORER, BOTH

         24   THE PRODUCTS THAT MICROSOFT WAS -- OR WAS PLANNING TO

         25   DISTRIBUTE VERY BROADLY AND AGGRESSIVELY.
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          1             QUESTION:  WHAT DO YOU RECALL BILL SPENCER TELLING

          2   YOU ABOUT THE DISTRIBUTION OF THE ACTIVE DESKTOP?

          3             ANSWER:  YOU KNOW, LARGELY THE SAME THINGS; THAT

          4   IT HAD A VERY HIGH DEGREE OF VALUE; THAT IT BASICALLY WAS A

          5   POSITION ON THE WINDOWS DESKTOP; AND THAT, THEREFORE, YOU

          6   KNOW, A HUGE AMOUNT OF USERS WOULD SEE IT, AND IT WAS VERY

          7   VALUABLE.  VERY SIMILAR THINGS.  AGAIN, I'M PARAPHRASING MY

          8   RECOLLECTION OF WHAT WAS SAID, BUT THAT SORT OF THING.

          9             QUESTION:  IN YOUR DISCUSSIONS WITH MICROSOFT

         10   ABOUT DISNEY GETTING A CHANNEL ON THE ACTIVE DESKTOP, DID

         11   ANYONE FROM MICROSOFT EVER REFER TO THE WINDOWS DESKTOP AS

         12   MICROSOFT'S CROWN JEWEL?

         13             ANSWER:  YEAH, I RECALL BILL SPENCER AT ONE POINT

         14   DID.

         15             QUESTION:  DO YOU REMEMBER THE CONTEXT OF THAT

         16   STATEMENT?

         17             ANSWER:  IT WAS IN THE CONTEXT OF DISCUSSING WHAT

         18   WE WERE -- WOULD BE GETTING VERSUS WHAT WE WOULD BE GIVING

         19   IN ORDER TO GET AN ACTIVE CHANNEL ICON ON THE ACTIVE DESKTOP

         20   AS -- YOU KNOW, ON THE DEFAULT.  AND IT WAS JUST, AS I

         21   RECALL, THE CONTEXT WAS BILL DESCRIBING, YOU KNOW, THE

         22   SIGNIFICANCE OF THE VALUE OF WHAT WE WERE GETTING.

         23             QUESTION:  I'D LIKE YOU TO TAKE A LOOK AT WHAT'S

         24   BEEN MARKED AS GOVERNMENT'S EXHIBIT 613.

         25             DO YOU RECOGNIZE THIS DOCUMENT?
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          1             ANSWER:  I RECOGNIZE IT AS MY NOTES.

          2             QUESTION:  JUST FOR THE RECORD, THIS IS A DOCUMENT

          3   BATES STAMPED TWDC NO. 0276.  AT THE TOP OF THE DOCUMENT IS

          4   WRITTEN "BRAD C., AND BILL S."

          5             ANSWER:  UH-HUH.

          6             QUESTION:  WHAT DID THAT MEAN?

          7             ANSWER:  BRAD CHASE AND BILL SPENCER.

          8             QUESTION:  DO YOU RECALL WHAT THESE NOTES WERE

          9   REFERRING TO?  STRIKE THAT.

         10             DO YOU RECALL WHEN YOU TOOK THESE NOTES?

         11             ANSWER:  I DON'T SPECIFICALLY RECALL.  I MEAN, I

         12   SEE THE DATE, SO IT'S CLEAR I TOOK THEM ON MAY 19TH OF 1997.

         13   BUT I DON'T SPECIFICALLY RECALL DOING IT.  BUT I'M SURE I

         14   DID.

         15             QUESTION:  THE SECOND LINE ON THE NOTES READS "AOL

         16   GETS MOST OF THEIR SUBS FROM WINDOWS."

         17             WHAT IS YOUR UNDERSTANDING OF WHAT "SUBS" MEANS?

         18             ANSWER:  SUBSCRIBERS.

         19             QUESTION:  DO YOU RECALL EITHER BRAD CHASE OR BILL

         20   SPENCER EVER TELLING YOU THAT AOL GETS MOST OF THEIR

         21   SUBSCRIBERS FROM WINDOWS?

         22             ANSWER:  I DON'T SPECIFICALLY RECALL IT, BUT I

         23   WOULD PRESUME FROM MY NOTES THAT THAT WAS SAID IN THE

         24   CONTEXT OF THE CONVERSATION THAT THESE NOTES ARE TRACKING.

         25             QUESTION:  DOWN AT THE VERY BOTTOM OF THE PAGE, IT
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          1   READS "DISNEY WILL PROMOTE DOWNLOADING OF IE, DEFINED FOR

          2   PURPOSES OF THIS SECTION TO BE THE THEN CURRENT POST DATA."

          3             ANSWER:  RIGHT.

          4             QUESTION:  AND IT GOES ON TO SAY "TO NON-IE USERS

          5   OF DISNEY WEB SITES AND TO NON-IE POTENTIAL SUBSCRIBERS TO

          6   DISNEYCAST VIA THE FREE PREVIOUS SITE."

          7             MY QUESTION IS, WAS IT YOUR UNDERSTANDING THAT

          8   DISNEY'S AGREEMENT WITH MICROSOFT REQUIRED DISNEY TO PROMOTE

          9   DOWNLOADING OF INTERNET EXPLORER BY USERS OF DISNEY WEB

         10   SITES THAT DID NOT THEN USE THE INTERNET EXPLORER BROWSER?

         11             ANSWER:  YES.

         12             QUESTION:  DID DISNEY'S AGREEMENT WITH MICROSOFT

         13   PLACE RESTRICTIONS ON DISNEY'S ABILITY TO PROMOTE THE

         14   NETSCAPE NAVIGATOR?

         15             ANSWER:  YES.

         16             QUESTION:  IS IT YOUR UNDERSTANDING -- DOES

         17   DISNEY'S AGREEMENT WITH MICROSOFT LIMIT ITS ABILITY TO

         18   PROMOTE AND MARKET NETSCAPE NAVIGATOR?

         19             MR. FESSEL:  OBJECTION.  FORM.

         20             ANSWER:  YES, AS I RECALL.

         21             QUESTION:  WOULD DISNEY'S AGREEMENT WITH MICROSOFT

         22   HAVE PROHIBITED DISNEY FROM HAVING ITS LOGO AND TRADEMARK

         23   CHARACTERS ON NETCENTER?

         24             ANSWER:  YES, AS I RECALL IT WOULD, AT THE TIME.

         25             QUESTION:  WOULD DISNEY'S AGREEMENT WITH MICROSOFT
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          1   HAVE PROHIBITED DISNEY FROM DISPLAYING A NETSCAPE LOGO OR

          2   TRADEMARK CHARACTERS ON SOME OF DISNEY'S WEB PAGES?

          3             MR. FESSEL:  OBJECTION.  FORM.

          4             ANSWER:  YES, AS I RECALL.  AND, AGAIN, AT THE

          5   TIME; AT THE TIME THAT WE ENTERED INTO THE AGREEMENT.

          6             QUESTION:  WOULD THE AGREEMENT BETWEEN DISNEY AND

          7   MICROSOFT HAVE PROHIBITED DISNEY FROM PROVIDING LINKS FROM

          8   DISNEY WEB PAGES TO A WEB PAGE THAT WOULD ALLOW USERS TO

          9   DOWNLOAD A NETSCAPE NAVIGATOR BROWSER?

         10             ANSWER:  YES, AS I RECALL.

         11             QUESTION:  WOULD THE AGREEMENT BETWEEN DISNEY AND

         12   MICROSOFT HAVE PROHIBITED DISNEY FROM REPRESENTING THAT

         13   THEIR WEB SITES WERE BEST VIEWED WITH NETSCAPE NAVIGATOR?

         14             ANSWER:  YES, AS I RECALL.

         15             QUESTION:  WOULD THE DISNEY AGREEMENT WITH

         16   MICROSOFT HAVE PROHIBITED NETSCAPE FROM PROMOTING -- STRIKE

         17   THAT.

         18             WOULD THE MICROSOFT AGREEMENT WITH DISNEY HAVE

         19   LIMITED NETSCAPE'S ABILITY TO PROMOTE THE DISNEY CHANNEL

         20   THAT IS ON NETCASTER?

         21             ANSWER:  YES, AS I RECALL.

         22             QUESTION:  HAVE THERE BEEN CHANGES IN YOUR

         23   CONTRACTS WITH MICROSOFT SINCE YOU FIRST ENTERED INTO THE

         24   CONTRACT?

         25             ANSWER:  THERE HAVE BEEN CHANGES TO MICROSOFT'S
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          1   POSITION REGARDING THE CONTRACT.  I'M NOT SURE HOW OFFICIAL,

          2   BUT FROM MICROSOFT'S PERSPECTIVE, I THINK THEY ARE OFFICIAL.

          3   I BELIEVE THEIR APPROACH HAS BEEN TO SEND US AN E-MAIL THAT,

          4   FROM THEIR PERSPECTIVE, SERVES AS AN OFFICIAL NOTIFICATION

          5   THAT, YOU KNOW, CERTAIN RESTRICTIONS WOULD NOT APPLY.

          6             AND AS I RECALL -- I CAN'T REMEMBER THE SPECIFIC

          7   DATE -- WE DID GET AN E-MAIL FROM EITHER WIL POOLE OR BILL

          8   SPENCER -- I'M NOT SURE WHICH -- SAYING THAT THE

          9   RESTRICTIONS WITH RESPECT TO, YOU KNOW, MARKETING AND

         10   PROMOTION DID NOT APPLY -- FROM THEIR PERSPECTIVE, NO LONGER

         11   APPLIED.  AND AS I RECALL, THE MAIL SAID IT -- YOU KNOW,

         12   THAT SERVED AS AN AMENDMENT TO THE AGREEMENT OR OFFICIAL

         13   NOTIFICATION.

         14             QUESTION:  AT SOME POINT IN TIME, DID A DISPUTE

         15   ARISE BETWEEN MICROSOFT AND DISNEY OVER THE APPEARANCE OF

         16   DISNEY'S NETCASTER CHANNEL ICON?

         17             ANSWER:  YES.

         18             QUESTION:  WHAT WAS THAT DISPUTE ABOUT?

         19             ANSWER:  WE HAD, AS WE HAD SAID WE WERE GOING TO

         20   AND AS WE HAD TOLD MICROSOFT -- WE HAD ALSO DEVELOPED A

         21   NETCASTER CHANNEL.  AND THAT NETCASTER CHANNEL INCLUDED IN

         22   THE ICON FOR IT THE DISNEY SCRIPTED -- YOU KNOW, "DISNEY,"

         23   WHICH IS THE TRADEMARK, I THINK, OR COPYRIGHT -- WHICHEVER

         24   IT IS -- DISNEY LOGO FOR GENERALLY THE WALT DISNEY COMPANY.

         25             AND ALTHOUGH IT SEEMED CLEAR TO ME AND IT SEEMS
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          1   CLEAR FROM READING THE AGREEMENT THAT WE HAD SPECIFICALLY

          2   CARVED OUT FROM ANY RESTRICTIONS WITH RESPECT TO NETSCAPE OR

          3   OTHER BROWSERS THE OPPORTUNITY TO DO A NETCASTER CHANNEL AND

          4   FULLY IMPLEMENT A NETCASTER CHANNEL, ET CETERA, NONE OF THE

          5   RESTRICTIONS APPLIED SPECIFICALLY TO THAT.  THEIR

          6   PERSPECTIVE WAS THAT THE USE OF AN ICON OR THE DISNEY

          7   SCRIPTED LOGO WAS AN ICON OR DISNEY -- DISNEY ICON OR LOGO

          8   GRAPHIC, DISNEY GRAPHIC.

          9             THEY FELT THAT THAT WAS IN VIOLATION OF THE

         10   CONTRACT AND VIOLATED THE RESTRICTIONS THAT THE CONTRACT

         11   PLACED ON ANY, YOU KNOW, USE OF OUR LOGOS OR ICONS WITH

         12   RESPECT TO NETSCAPE.  I TOTALLY DISAGREED AND TOLD THEM

         13   THAT, NO, I THOUGHT OUR CONTRACT SPECIFICALLY ALLOWED US TO

         14   CREATE THE NETCASTER CHANNEL, WHICH INCLUDED THE ICON FOR

         15   THE CHANNEL REPRESENTATION.

         16             AND HE WANTED US TO CHANGE IT -- CHANGE IT TO TEXT

         17   ONLY, MEANING, YOU KNOW, LIKE JUST SOME STANDARD FONT OF

         18   TEXT THAT MIGHT SAY "DISNEY" OR SOMETHING LIKE THAT, WHICH

         19   WE WERE -- I WAS TOTALLY UNCOMFORTABLE WITH, LARGELY BECAUSE

         20   I THOUGHT HE WAS WRONG, AND WAS UNHAPPY THAT HE WAS MAKING

         21   THIS ASSERTION THAT WE WERE IN VIOLATION OF THE CONTRACT.

         22             QUESTION:  WHEN YOU SAID "HE," WHO WERE YOU --

         23             ANSWER:  HE, BILL SPENCER.

         24             QUESTION:  AT SOME POINT IN TIME, DID ANYONE FROM

         25   MICROSOFT THREATEN TO REMOVE THE DISNEY CHANNEL FROM THE
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          1   ACTIVE DESKTOP?

          2             ANSWER:  AS I RECALL, AND AS INDICATE IN THIS

          3   E-MAIL, BILL, IN ONE OF OUR MANY CONVERSATIONS ON THIS

          4   TOPIC, SAID THAT THEY WOULD GO DOWN THE DISPUTE RESOLUTION

          5   PATH OF OUR AGREEMENT.  IN OUR AGREEMENT, IN THE EVENT OF A

          6   DISPUTE, WE HAVE A DISPUTE RESOLUTION PROCESS THAT I BELIEVE

          7   INVOLVED A 30-DAY, SORT OF, LET'S SEE IF WE CAN FIGURE IT

          8   OUT.  AND IF WE CAN'T, SOMEBODY WOULD MOVE TO TERMINATE.

          9             AND HE SAID THAT HE WOULD DO THAT.  AND IN THE

         10   MEANTIME, IF THEY NEEDED TO PULL OUR ICON OFF THE ACTIVE

         11   DESKTOP, THEY WOULD CONSIDER DOING THAT, AND THEY MIGHT DO

         12   IT.

         13             QUESTION:  LOOKING AT EXHIBIT 617, HALFWAY DOWN

         14   THE PAGE IT READS, "BILL ALSO MADE IT CLEAR THAT BRAD

         15   BELIEVES WE WILL BACK DOWN BECAUSE WE WOULD BE SCREWED TO

         16   PICK NETCASTER OVER MICROSOFT.  I POINTED OUT TO BILL THAT I

         17   DIDN'T LIKE BEING STRONG-ARMED, AND THAT THIS APPROACH TO

         18   THE RELATIONSHIP IS ONLY GOING TO SCREW IT UP."

         19             WHAT DID YOU MEAN WHEN YOU WROTE "PICK NETCASTER

         20   OVER MICROSOFT"?

         21             ANSWER:  UM, BASICALLY, I THINK MICROSOFT VIEWED

         22   OUR -- MY INTERPRETATION IS THAT MICROSOFT VIEWED OUR USE OF

         23   A DISNEY ICON AS SOMETHING THAT THEY DIDN'T WANT US TO DO,

         24   AND THEY POSITIONED IT AS OR BELIEVED, ONE OR THE OTHER,

         25   THAT IT WAS IN VIOLATION OF THE CONTRACT SO THAT WE WOULD
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          1   NOT HAVE A COMPELLING INTERESTING CHANNEL ON NETCASTER.  AND

          2   THAT, BASICALLY, WE EITHER HAD TO CHANGE IT OR RISK LOSING

          3   THE MICROSOFT CHANNEL ICON POSITION.

          4             AND THAT FACED WITH THAT CHOICE, THERE, FROM A

          5   BUSINESS PERSPECTIVE AT THE TIME, WAS ONLY ONE OBVIOUS THING

          6   TO DO.  AND THAT WOULD BE, WELL, IF YOU HAVE A BUSINESS

          7   DECISION, IT'S PURELY A BUSINESS DECISION, AND THERE'S A

          8   VALUE PROPOSITION THAT BEING ON THE MICROSOFT ACTIVE DESKTOP

          9   WAS SUBSTANTIALLY MORE VALUABLE THAN BEING -- HAVING A

         10   NETCASTER CHANNEL OR A COMPELLING NETCASTER CHANNEL.  AND

         11   THEN IF WE HAD TO MAKE THE CHOICE BETWEEN THAT, A COMPELLING

         12   INTERESTING NETCASTER CHANNEL USING THE LOGO OR -- AND NOT

         13   BEING ON THE MICROSOFT ACTIVE DESKTOP OR WANTING TO STAY ON,

         14   THAT WE'D OBVIOUSLY CHOOSE TO STAY ON BECAUSE THE VALUE

         15   ASSOCIATED WITH BEING ON A MICROSOFT ACTIVE DESKTOP CHANNEL

         16   WAS SUBSTANTIALLY HIGHER THAN THE NETCASTER CHANNEL, AND

         17   WE'D BE MAKING A BIG MISTAKE, JUST A BAD BUSINESS DECISION

         18   IF WE MADE THAT CHOICE.

         19             QUESTION:  LOOKING, AGAIN, AT EXHIBIT 617 WHERE

         20   YOU WROTE, "WE ARE BEING ROUGHED UP BY THE 1,000-POUND

         21   GORILLA OF THE INDUSTRY."

         22             ANSWER:  UH-HUH.

         23             QUESTION:  WHAT DID YOU MEAN WHEN YOU WROTE THAT?

         24             ANSWER:  WELL, ALL ALONG -- THE ENTIRE NEGOTIATION

         25   FOR THE ACTIVE DESKTOP DEAL WAS FAIRLY DRAWN OUT, AND A
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          1   SIGNIFICANT PORTION OF THE NEGOTIATIONS CENTERED AROUND THE

          2   NETSCAPE NETCASTER CHANNEL VERSUS MICROSOFT ACTIVE DESKTOP

          3   CHANNEL, AND WHAT RESTRICTIONS WE MIGHT HAVE, AND WHETHER IT

          4   WOULD BE EXCLUSIVE OR NOT.

          5             AND IT WENT BACK AND FORTH QUITE A BIT.  AND WE

          6   DIDN'T WANT IT TO BE EXCLUSIVE; THEY DID.  AND IN THE END, I

          7   VIEWED THIS AS AN EFFORT BY THEM TO REDUCE -- IN MY OPINION,

          8   REDUCE THE VALUE OF THE NETCASTER CHANNEL TO US AND TO

          9   NETSCAPE.  AND IT -- I WAS -- I FELT LIKE, YEAH, THESE GUYS

         10   HAVE ALL OF THE CARDS, BECAUSE THEY HAVE THIS BROAD

         11   DISTRIBUTION CAPABILITY THROUGH THE WINDOWS OPERATING SYSTEM

         12   AND THE DESKTOP.  AND YOU KNOW, IN THE END, YEAH, THEY HAVE

         13   SUBSTANTIAL MARKET SHARE WITH P.C.'S.

         14             SO, IN MY MIND, THAT MADE THEM THE 1,000-POUND

         15   GORILLA OF THE INDUSTRY.  I MEAN, THEY HAVE HUGE MARKET

         16   SHARE IN THE INDUSTRY.  AND I FELT LIKE THEY KNEW AND THEY

         17   SAID THEY KNEW THAT, YOU KNOW, WE'D BE MAKING A MISTAKE TO

         18   CHOOSE SOMETHING ELSE OVER THEM, WHICH I BASICALLY AGREED

         19   WITH, BUT FELT LIKE IT WAS A DIFFICULT WAY TO GET THERE, AND

         20   IT WAS NOT -- I WAS VERY UNCOMFORTABLE WITH IT; SO I FELT

         21   LIKE WE WERE BEING, YOU KNOW, LEVERAGED.

         22             QUESTION:  YOU SAID THAT THERE WERE A LOT OF

         23   DISCUSSIONS BACK AND FORTH ABOUT EXCLUSIVITY AND THE

         24   RESTRICTIONS PLACED ON DISNEY.

         25             WHAT WERE THE REASONS THAT DISNEY AGREED TO THE
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          1   PROMOTIONAL RESTRICTIONS THAT ARE CONTAINED IN DISNEY'S

          2   AGREEMENTS WITH MICROSOFT AND NETSCAPE?

          3             ANSWER:  IT WAS -- IT CAME DOWN TO BEING NECESSARY

          4   TO GET THE DEAL DONE.  INITIALLY, MICROSOFT DIDN'T WANT US

          5   TO DO ANY PROMOTION AT ALL, AND AT FIRST DIDN'T WANT US TO

          6   HAVE A NETCASTER CHANNEL AT ALL.  AND WE WERE VERY

          7   UNCOMFORTABLE WITH THAT CONCEPT, INITIALLY STARTED GOING

          8   DOWN THAT PATH, AND MORE AND MORE BECAME UNCOMFORTABLE; THAT

          9   JUST WASN'T THE RIGHT THING FOR US TO DO AS A BUSINESS.

         10             HOWEVER, YOU KNOW -- AND WE EVENTUALLY WERE ABLE

         11   TO GET OFF OF NOT HAVING A CHANNEL AT ALL.  AND THEN THE

         12   ISSUE CAME AROUND, OKAY, WELL, HOW MUCH PROMOTION ARE WE

         13   GOING TO DO ON BEHALF OF THAT NETSCAPE NETCASTER CHANNEL?

         14             AND OBVIOUSLY MICROSOFT WANTED TO LIMIT IT

         15   SIGNIFICANTLY SO THAT WE WOULD -- MOST OF THE MARKETING

         16   PROMOTION EFFORT WE WOULD DO, IF NOT ALL OF IT, ON BEHALF OF

         17   A BROWSER WOULD BE FOR THEM.  THAT WAS THE VALUE THEY WERE

         18   LOOKING AT GETTING OUT OF THE DEAL -- THAT, PLUS

         19   DISTRIBUTION OF THEIR BROWSER AND THINGS LIKE THAT.  AND SO

         20   IT WAS JUST -- ONE OF THE NEGOTIATING POINTS OF THE DEAL WAS

         21   WE HAD AGREED TO LIMIT OUR MARKETING AND PROMOTION WITH

         22   OTHER BROWSERS.

         23             QUESTION:  WHY DID YOU AGREE TO LIMIT THE

         24   MARKETING AND PROMOTION OF OTHER BROWSERS?

         25             ANSWER:  BECAUSE IN THE VALUE PROPOSITION OF THE
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          1   RELATIONSHIP, WE MADE THE DETERMINATION, THE BUSINESS

          2   JUDGMENT THAT HAVING THE CHANNEL AND GETTING THE DEAL DONE

          3   AND DOING THE ACTIVE DESKTOP CHANNEL WAS WORTH GIVING UP

          4   SOME ABILITIES TO DO SOME OTHER MARKETING AND PROMOTION ON

          5   BEHALF OF SOMEONE ELSE.  SO WE DETERMINED IT WAS WORTH IT,

          6   AND WE WANTED TO HAVE THE ACTIVE DESKTOP CHANNEL.

          7             BY MR. FESSEL:

          8             QUESTION:  YOU TESTIFIED EARLIER ABOUT MICROSOFT

          9   OBJECTING TO DISNEY'S LOGO OR USE OF THE LOGO ON THE

         10   NETSCAPE NETCASTER?

         11             ANSWER:  RIGHT.

         12             QUESTION:  DID DISNEY ULTIMATELY CHANGE THE LOGO?

         13             ANSWER:  YES.

         14             (END OF PLAYING OF VIDEOTAPE EXCERPTS.)

         15             MR. BOIES:  YOUR HONOR, THAT COMPLETES THE

         16   DEPOSITION DESIGNATIONS FOR MR. WADSWORTH.

         17             THE NEXT SELECTION OF DEPOSITIONS RELATES TO THE

         18   DEPOSITION OF MR. RON RASMUSSEN, R-A-S-M-U-S-S-E-N.  HIS

         19   DEPOSITION WAS TAKEN JULY 10, 1998.

         20             MR. RASMUSSEN IS VICE-PRESIDENT OF THE VOLUME

         21   SYSTEMS GROUP AT THE SANTA CRUZ OPERATION, SOMETIMES

         22   REFERRED TO AS SCO, WHICH IS AN OPERATING SYSTEM VENDOR IN

         23   SANTA CRUZ, CALIFORNIA.

         24             AGAIN, WE WILL PLAY BOTH THE DESIGNATIONS

         25   IDENTIFIED BY THE GOVERNMENT AND THE COUNTER-DESIGNATIONS
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          1   IDENTIFIED BY MICROSOFT AT THE SAME TIME.

          2             THE COURT:  TELL ME WHO SANTA CRUZ IS AGAIN NOW.

          3             MR. BOIES:  IT'S A COMPANY BOTH WITH THE NAME OF

          4   SANTA CRUZ AND LOCATED IN SANTA CRUZ, CALIFORNIA, THAT

          5   SUPPLIES AN OPERATING SYSTEM.  AND MR. RASMUSSEN WILL

          6   DESCRIBE WHAT THAT OPERATING SYSTEM IS USED FOR.

          7             SANTA CRUZ, THE COURT MAY RECALL, WAS ONE OF THE

          8   COMPANIES IDENTIFIED BY MR. GATES AS SUPPLYING AN OPERATING

          9   SYSTEM.

         10             (VIDEOTAPE EXCERPTS PLAYED AS FOLLOWS:)

         11             QUESTION:  DID YOU TALK AT ALL WITH ANY

         12   REPRESENTATIVES OF THE DEPARTMENT OF JUSTICE?

         13             ANSWER:  YES, I DID.

         14             QUESTION:  WITH WHOM DID YOU SPEAK?  MR. HOLTZMAN?

         15             ANSWER:  MR. HOLTZMAN.  THANK YOU.

         16             QUESTION:  DID YOU MEET WITH MR. HOLTZMAN?

         17             ANSWER:  YES, I DID.

         18             QUESTION:  WHEN DID YOU MEET WITH MR. HOLTZMAN?

         19             ANSWER:  YESTERDAY AFTERNOON, THURSDAY, JULY

         20   WHATEVER IT WAS.

         21             QUESTION:  I THINK IT'S THE 9TH.

         22             ANSWER:  THANK YOU.

         23             AND WE ALSO HAD A PHONE -- TWO PHONE CONVERSATIONS

         24   PRIOR TO THAT.

         25             QUESTION:  WHAT WAS THE SUBJECT OF THE TWO PRIOR
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          1   PHONE CONVERSATIONS?

          2             ANSWER:  THE SUBJECT?  I GUESS I DON'T UNDERSTAND

          3   IT.

          4             QUESTION:  IF YOU COULD JUST TELL ME WHAT YOU

          5   RECALL WAS SAID DURING THOSE CONVERSATIONS.

          6             ANSWER:  THERE WAS A NUMBER OF QUESTIONS ABOUT

          7   INTERNET TECHNOLOGY AND OUR OPERATING SYSTEMS, AND

          8   MR. HOLTZMAN TRYING TO UNDERSTAND HOW THE TECHNOLOGY WAS

          9   WORKING IN OUR PRODUCTS.

         10             QUESTION:  AND THE MEETING YESTERDAY, HOW LONG DID

         11   THAT LAST, APPROXIMATELY?

         12             ANSWER:  AN HOUR, AN HOUR AND A QUARTER.

         13             QUESTION:  DID MR. HOLTZMAN ASK YOU QUESTIONS

         14   DURING THAT MEETING?

         15             ANSWER:  YES, HE DID.

         16             QUESTION:  DID MR. HOLTZMAN REVIEW WITH YOU ANY

         17   DOCUMENTS?

         18             ANSWER:  YES, HE DID.

         19             QUESTION:  WHAT GENERALLY DID MR. HOLTZMAN ASK YOU

         20   YESTERDAY?

         21             ANSWER:  LET'S SEE.  I THINK THE GENERAL TOPIC WAS

         22   FAMILIARITY WITH CERTAIN DOCUMENTS, WHETHER I HAD SEEN THEM

         23   BEFORE OR NOT.

         24             QUESTION:  WERE THESE DOCUMENTS THAT SCO HAD

         25   PRODUCED PURSUANT TO THE SUBPOENA?
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          1             ANSWER:  YES, THEY WERE.

          2             QUESTION:  I THINK YOU SAID THAT SCO'S PRINCIPAL

          3   PRODUCTS ARE OPERATING SYSTEM PRODUCTS.

          4             ANSWER:  THEY ARE.

          5             QUESTION:  WHAT ARE THE NAMES OF SCO'S CURRENT

          6   OPERATING SYSTEM PRODUCTS?

          7             ANSWER:  THE CURRENT OPERATING SYSTEM PRODUCTS

          8   THAT ARE STILL AVAILABLE ON THE PRICE LIST?

          9             ANSWER:  YES, SIR.

         10             QUESTION:  THEY WOULD BE SCO UNIXWARE 7, SCO

         11   UNIXWARE 2.1.3.  IT'S POSSIBLE -- I DON'T KNOW FOR SURE

         12   WHETHER SCO UNIXWARE 2.1.2 IS STILL ON THE PRICE LIST.  THE

         13   OTHER PRODUCT LINE IS SCO OPEN SERVER RELEASE 5, AND IT ALSO

         14   HAS A NUMBER OF VERSIONS, 5.0.4 AND 5.0.2.

         15             QUESTION:  DOES SCO LICENSE ANY DESKTOP OPERATING

         16   SYSTEM PRODUCTS?

         17             ANSWER:  DO WE SELL DESKTOP OPERATING SYSTEM

         18   PRODUCTS?

         19             QUESTION:  YES.

         20             ANSWER:  YES, WE DO.

         21             QUESTION:  OKAY.  WHAT ARE THE NAMES OF THOSE

         22   PRODUCTS, SIR?

         23             ANSWER:  OKAY.

         24             QUESTION:  AND FEEL FREE, IF YOU'D LIKE, TO REFER

         25   TO EXHIBITS 2 THROUGH 4 WHICH LIST THE PRODUCTS.

                                                                              48

          1             ANSWER:  SURE.  OUR DESKTOP PRODUCTS ARE SCO

          2   UNIXWARE 2.1 PERSONAL EDITION, SCO OPEN SERVER DESKTOP

          3   SYSTEM, AND I BELIEVE THAT'S IT.

          4             QUESTION:  WHICH OPERATING SYSTEM IS MORE

          5   EXPENSIVE, A SERVER SYSTEM OR A DESKTOP OPERATING SYSTEM, TO

          6   THE EXTENT YOU CAN GENERALIZE?

          7             ANSWER:  FOR A GENERAL-PURPOSE DESKTOP, A DESKTOP

          8   WILL BE CHEAPER THAN A GENERAL-PURPOSE SERVER.

          9             QUESTION:  AND I KNOW IT'S DIFFICULT TO

         10   GENERALIZE, BUT FOR SCO'S PRODUCTS, ARE THE DESKTOP

         11   OPERATING SYSTEMS ABOUT HALF THE PRICE OF THE SERVER

         12   SYSTEMS?

         13             ANSWER:  NOT NECESSARILY.  IT DEPENDS WHICH ONES.

         14             QUESTION:  IT'S KIND OF IMPOSSIBLE TO --

         15             ANSWER:  IT IS IMPOSSIBLE TO DRAW THAT KIND OF A

         16   GENERALIZATION.

         17             QUESTION:  I WON'T ASK YOU TO DO THAT, THEN.

         18             WHAT TYPE OF COMPUTERS DO SCO'S DESKTOP OPERATING

         19   SYSTEMS RUN ON?

         20             ANSWER:  INTEL MICROPROCESSORS.

         21             QUESTION:  SO IT WOULD BE AN ACCURATE STATEMENT TO

         22   SAY THAT SCO'S DESKTOP OPERATING SYSTEMS RUN ON

         23   INTEL-COMPATIBLE COMPUTERS?

         24             ANSWER:  YES.

         25             QUESTION:  DO SCO'S OPERATING SYSTEM PRODUCTS
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          1   COMPETE WITH ANY OTHER OPERATING SYSTEM PRODUCTS THAT RUN ON

          2   INTEL P.C.'S?

          3             ANSWER:  YES, THEY DO.

          4             QUESTION:  WHICH OTHER OPERATING SYSTEMS DO SCO'S

          5   DESKTOP OPERATING SYSTEMS COMPETE WITH?

          6             ANSWER:  ON THE DESKTOP, IT WOULD BE WINDOWS 95,

          7   WINDOWS 3.1, WINDOWS NT WORKSTATION.  THAT WOULD BE THE BULK

          8   OF IT, AND THEN THE -- THE EXTREMELY MINOR COMPETITION FROM

          9   THE SOLARIS OPERATING SYSTEM FROM SUN ON THE INTEL PLATFORM.

         10             QUESTION:  WAS IS SCO MERGE 4.0?

         11             ANSWER:  SCO MERGE 4.0 IS A SYSTEM SERVICE WHICH

         12   ALLOWS THE SCO UNIX OPERATING SYSTEM TO RUN WINDOWS 95 ON

         13   TOP OF UNIX.

         14             QUESTION:  ALLOWS THE USER TO RUN WINDOWS 95

         15   APPLICATIONS?

         16             ANSWER:  THE OPERATING SYSTEM WINDOWS 95, AS WELL

         17   AS THE APPLICATIONS, AND IT'S NOT LIMITED TO WINDOWS 95.  IT

         18   CAN ALSO RUN WINDOWS 3.1 AND DOS.

         19             QUESTION:  OKAY.  IF YOU LOOK ALSO, PLEASE, ON THE

         20   PAGE 2 OF THIS DOCUMENT, UNDER THE HEADING PRODUCT NOTES,

         21   THE THIRD PARAGRAPH, THE FIRST SENTENCE READS, "THE

         22   RECOMMENDED WEB BROWSER IS THE NETSCAPE NAVIGATOR INTERNET

         23   BROWSER INCLUDED WITH SCO OPEN SERVER."

         24             AND MY QUESTION IS:  IS NETSCAPE NAVIGATOR

         25   INCLUDED WITH SCO OPEN SERVER?
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          1             MR. KUSINITZ:  OBJECTION.

          2             ANSWER:  NETSCAPE NAVIGATOR IS BUNDLED WITH SCO

          3   OPEN SERVER.

          4             QUESTION:  INDEED, THE STATEMENT IN THE WEB PAGE

          5   USES "INCLUDED."  YOU WOULD USE THE WORD "BUNDLED" RATHER

          6   THAN "INCLUDED"?

          7             ANSWER:  YES.

          8             QUESTION:  DO SCO'S OPERATING SYSTEM PRODUCTS COME

          9   WITH ANY INTERNET-RELATED TECHNOLOGIES?

         10             MR. HOLTZMAN:  OBJECTION.  VAGUE AND AMBIGUOUS.

         11             QUESTION:  I'M TRYING TO MAKE MY QUESTION AS BROAD

         12   AS POSSIBLE BY SORT OF SAYING INTERNET-RELATED TECHNOLOGIES.

         13             ANSWER:  RIGHT.

         14             QUESTION:  CAN YOU ANSWER THAT QUESTION?

         15             ANSWER:  I CAN, BUT I COULD PROBABLY TAKE UP ALL

         16   SIX HOURS.

         17             QUESTION:  OKAY.

         18             ANSWER:  MAYBE YOU COULD REPHRASE IT AND BE A

         19   LITTLE MORE SPECIFIC.

         20             QUESTION:  SURE.  LET'S START WITH THE DESKTOP

         21   OPERATING SYSTEM PRODUCTS.  DO SCO'S DESKTOP OPERATING

         22   SYSTEM PRODUCTS INCLUDE ANY TECHNOLOGY DESIGNED TO PROVIDE

         23   INTERNET CONNECTIVITY?

         24             ANSWER:  YES, QUITE A BIT.

         25             QUESTION:  QUITE A BIT.
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          1             CAN YOU GENERALLY DESCRIBE WHAT THAT TECHNOLOGY

          2   IS?  I UNDERSTAND IT'S QUITE A BIT.

          3             ANSWER:  IT IS QUITE A BIT.

          4             QUESTION:  I DON'T WANT YOU TO TAKE UP SIX HOURS.

          5             ANSWER:  RIGHT.  FOR US, INTERNET TECHNOLOGY

          6   STARTS AT THE LOWEST LEVEL OF THE NETWORK.  SO THE FACT THAT

          7   OUR DESKTOP OPERATING SYSTEMS ALLOW NETWORK CONNECTIVITY,

          8   THAT'S THE START.  SO IT INCLUDES THE NETWORKING PROTOCOL

          9   KNOWN AS TCP/IP, WHICH IS THE CORE NETWORKING PROTOCOL FOR

         10   THE INTERNET.  SO IT INCLUDES THAT TECHNOLOGY, WHICH IS THE

         11   CORE NETWORKING TECHNOLOGY FOR THE MACHINES TALKING TO EACH

         12   ON THE INTERNET OR THE INTRANET.

         13             ON TOP OF THAT, THE DESKTOP OPERATING SYSTEMS

         14   PROVIDE ALL SORTS OF OTHER NECESSARY NETWORKING FUNCTIONS OF

         15   NAMED SERVICES, SO YOU CAN FIND ANOTHER MACHINE, SOME LEVEL

         16   OF SECURITY SO THAT OTHER PEOPLE CAN'T GET INTO YOUR MACHINE

         17   AND YOU CAN GET INTO OTHERS, AND INCLUDED IS THE ABILITY TO

         18   MANAGE THE OPERATING SYSTEM THROUGH -- THROUGH THE INTERNET,

         19   THROUGH TECHNOLOGIES LIKE TELNET, WHICH ALLOWS YOU TO LOG IN

         20   TO THE SYSTEM TO ADMINISTER IT REMOTELY.

         21             QUESTION:  ANYTHING ELSE?

         22             ANSWER:  IT ALSO INCLUDES IN THE MOST RECENT

         23   VERSIONS NETSCAPE NAVIGATOR ON THE DESKTOP SYSTEMS.  I

         24   BELIEVE IT'S STILL NAVIGATOR 3, NOT COMMUNICATOR.

         25             QUESTION:  DO SCO'S SERVER SYSTEMS INCLUDE THE
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          1   SAME INTERNET TECHNOLOGIES?

          2             ANSWER:  THE MOST RECENT RELEASES OF ALL OF

          3   THOSE -- OF ALL THE SERVER PRODUCTS WE'VE PREVIOUSLY

          4   DISCUSSED INCLUDE ALL OF THE SAME DESKTOP TECHNOLOGY, AS

          5   WELL AS A WEB SERVER.

          6             THE OTHER AREA THAT BOTH THE DESKTOP AND SERVER

          7   HAVE INTERNET TECHNOLOGY, WHAT'S KNOWN AS INTERNET

          8   TECHNOLOGY NOW, IS IN THE ABILITY TO READ ONLINE

          9   DOCUMENTATION WHERE WE UTILIZE HTML AND THE WEB BROWSER FOR

         10   THE ADMINISTRATOR TO READ THE DOCUMENTATION.

         11             QUESTION:  AND THIS IS ON THE SERVER SYSTEMS?

         12             ANSWER:  SERVERS AND DESKTOPS.

         13             QUESTION:  AND DESKTOPS.  THANK YOU.

         14             WHY DOES SCO INCLUDE THESE TECHNOLOGIES IN ITS

         15   DESKTOP OPERATING SYSTEMS?

         16             ANSWER:  WE INCLUDE THOSE IN OUR DESKTOP OPERATING

         17   SYSTEM FOR -- ON THE DESKTOPS TO BE ABLE TO BROWSE THE WEB

         18   AND BECAUSE OUR -- BECAUSE OF COMPETITIVE PRESSURES, WE

         19   NEEDED TO ADD THAT FEATURE TO THE OUR DESKTOP SYSTEMS.

         20             QUESTION:  WHAT WERE THOSE COMPETITIVE PRESSURES

         21   THAT REQUIRED YOU TO ADD THAT TECHNOLOGY TO THE OPERATING

         22   SYSTEM?

         23             ANSWER:  THE INCLUSION OF INTERNET BROWSER

         24   TECHNOLOGIES IN OPERATING SYSTEMS, SUCH AS NT WHERE WE

         25   COMPETE ON THE DESKTOP, AND WITH WINDOWS 95 AND, I GUESS, AS
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          1   OF A COUPLE WEEKS AGO, WINDOWS 98.

          2             QUESTION:  WHEN DID SCO BEGIN INCLUDING THESE

          3   TECHNOLOGIES IN ITS OPERATING SYSTEM PRODUCTS?  I'LL START

          4   WITH DESKTOP OPERATING SYSTEM PRODUCTS.

          5             ANSWER:  THE DESKTOP OPERATING SYSTEM PRODUCTS, WE

          6   FIRST STARTED IN -- THIS WILL BE A LONG, LONG HISTORY

          7   HERE -- WE FIRST STARTED IN MID-1994, USING THE MOSAIC WEB

          8   BROWSER, CONFIGURED SPECIFICALLY FOR READING LOCAL

          9   DOCUMENTATION ON THE LOCAL MACHINE.  SO IT WAS RESTRICTED TO

         10   READING DOCUMENTATION.  IT COULD NOT BE USED AS A GENERIC

         11   WEB BROWSER.

         12             QUESTION:  IN MID-1994, WAS THAT YOUR OPEN DESKTOP

         13   SYSTEM?

         14             ANSWER:  THAT WOULD HAVE BEEN OPEN DESKTOP AT THAT

         15   TIME.

         16             QUESTION:  HOW DOES THE HISTORY GO ON FROM THERE?

         17             ANSWER:  WE THEN -- LET'S SEE.  WE THEN WENT INTO

         18   A PRODUCT KNOWN AS GLOBAL ACCESS, WHICH WE THEN USED NCSA

         19   MOSAIC TO TRY -- TO ACTUALLY BE CONFIGURED SO IT COULD BE

         20   BOTH THE DOCUMENTATION READER AND A WEB BROWSER FOR A

         21   DESKTOP USER.

         22             QUESTION:  WHEN DID THAT GLOBAL ACCESS PROJECT

         23   BEGIN APPROXIMATELY?

         24             ANSWER:  I COULDN'T SAY FOR SURE.

         25             QUESTION:  AND AT THAT POINT, YOU'RE USING THE
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          1   MOSAIC BROWSING TECHNOLOGY BOTH FOR A DOCUMENTATION READER

          2   AND FOR ACCESSING THE WEB?

          3             ANSWER:  YES.

          4             QUESTION:  ARE THERE FURTHER STEPS IN THE HISTORY?

          5             ANSWER:  OH, YES.

          6             QUESTION:  OKAY.

          7             ANSWER:  WE THEN -- WE THEN -- LET'S SEE.  WAS THE

          8   QUESTION ABOUT DESKTOPS?

          9             QUESTION:  YES, SIR.

         10             ANSWER:  IN 1997 -- GLOBAL ACCESS HAD A SHORT

         11   LIFE.  WE OBSOLETED IT.  BUT IN 1997, WE INCLUDED NETSCAPE

         12   NAVIGATOR AS A BUNDLE WITH OPEN SERVER 5.0.4, WHICH I

         13   BELIEVE WAS RELEASED TO MARKET IN MAY OF 1997, SO THAT THE

         14   OPEN SERVER DESKTOP EDITION HAD BUNDLED WITH IT THE NETSCAPE

         15   NAVIGATOR PRODUCT, AS WELL AS SOME NEW REMOTE ACCESS

         16   INTERNET TECHNOLOGY.

         17             QUESTION:  IS THERE ANOTHER STEP GOING FROM 1997

         18   TO THE PRESENT?

         19             ANSWER:  THAT IS STILL THE CASE TODAY.

         20             QUESTION:  WHEN DID SCO BEGIN INCLUDING SUPPORT

         21   FOR TCP/IP PROTOCOL IN ITS DESKTOP OPERATING SYSTEM

         22   PRODUCTS?

         23             ANSWER:  WITH THE ADVENT OF OPEN DESKTOP, WHICH

         24   WOULD HAVE BEEN IN -- I COULDN'T SAY FOR SURE.

         25             QUESTION:  IS IT IN THE -- IT'S PRE MID-'94?
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          1             ANSWER:  IT WOULD HAVE TO BE JUST PRE MID-'94.

          2             QUESTION:  MY QUESTION WAS:  DOES SCO BUNDLE

          3   NETSCAPE NAVIGATOR WITH ITS SCO UNIXWARE PERSONAL EDITION

          4   OPERATING SYSTEM.

          5             ANSWER:  I GUESS IT COMES DOWN TO THE DEFINITION

          6   OF "BUNDLE."

          7             QUESTION:  I USED THAT WORD INTENTIONALLY BECAUSE

          8   I THINK YOU HAD USED IT EARLIER.

          9             ANSWER:  RIGHT.  SO MAYBE I CAN CLARIFY WHAT I

         10   MEAN BY "BUNDLE" SO THAT MAYBE THROUGHOUT THE REST OF THE

         11   DAY WE WILL ALL HAVE THE SAME UNDERSTANDING OF WHAT I AM

         12   SAYING, ANYWAY

         13             QUESTION:  PLEASE DO.

         14             ANSWER:  WHEN SCO SAYS "WE BUNDLE A FEATURE," IT

         15   MEANS IT'S A FEATURE WHICH IS NOT PART OF THE CORE BASE

         16   OPERATING SYSTEM FUNCTIONALITY.  IT MEANS THAT IT'S

         17   SOMETHING THAT THE USER CAN CHOOSE TO INSTALL OR REMOVE, AND

         18   THE OPERATING SYSTEM, WHOSE PRIMARY FUNCTION IT IS TO SERVE

         19   APPLICATIONS, WILL STILL FUNCTION PROPERLY.

         20             SO WHEN I SAY "BUNDLE," IT MEANS WE HAVE ADDED

         21   THIS FEATURE, BUT THE OPERATING SYSTEM DOESN'T NECESSARILY

         22   NEED IT TO DO ITS JOB.

         23             QUESTION:  DOES THAT FEATURE COME WITH THE

         24   OPERATING SYSTEM WHEN SOMEONE BUYS IT?

         25             ANSWER:  FOR UNIXWARE 2.1 PERSONAL EDITION, THE
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          1   NETSCAPE NAVIGATOR IS BUNDLED.  IN THE SINGLE PRICE, YOU GET

          2   IT.

          3             QUESTION:  THERE IS NOT AN ADDITIONAL FEE FOR THE

          4   NETSCAPE NAVIGATOR?

          5             ANSWER:  FOR THE PERSONAL EDITION, NO.

          6             QUESTION:  IT'S PART OF THE PRICE OF THE OVERALL

          7   OPERATING SYSTEM?

          8             ANSWER:  YES, IT IS.

          9             QUESTION:  IF YOU LOOK ON THE FIRST PAGE, IN THE

         10   LEFT-HAND COLUMN UNDER THE HEADING "FEATURES," THE THIRD

         11   BULLET READS, "NETSCAPE NAVIGATOR WEB BROWSER, GRAPHICAL

         12   NEWS READER, AND E-MAIL CLIENT."

         13             DOES SCO'S OPEN SERVER DESKTOP SYSTEM COME WITH

         14   NETSCAPE NAVIGATOR WEB BROWSER?

         15             ANSWER:  THE 5.0.4 SYSTEM DOES.

         16             QUESTION:  IT'S LISTED HERE AS A FEATURE OF THAT

         17   OPERATING SYSTEM?

         18             ANSWER:  IT'S BUNDLED WITH THAT OPERATING SYSTEM.

         19             QUESTION:  DOES IT COME WITH -- IS IT PART OF THE

         20   SINGLE PRICE FOR THE OPERATING SYSTEM?

         21             ANSWER:  YES, IT IS.

         22             QUESTION:  THERE'S NO SEPARATE CHARGE FOR NETSCAPE

         23   NAVIGATOR IF SOMEONE --

         24             ANSWER:  NOT ON THE DESKTOP SYSTEM AS A

         25   SINGLE-USER SYSTEM.
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          1             QUESTION:  GOING BACK TO THE STATEMENT AGAIN THAT

          2   SCO HASN'T BEEN EFFECTIVE AS A DESKTOP -- A SUPPLIER OF

          3   DESKTOP OPERATING SYSTEMS, CAN YOU EXPLAIN A LITTLE BIT MORE

          4   WHAT YOU MEAN BY THAT; IN OTHER WORDS, WHY HASN'T SCO BEEN

          5   EFFECTIVE?

          6             ANSWER:  THE APPLICATIONS REQUIRED TO MAKE THE

          7   DESKTOP SUCCESSFUL -- THE DESKTOP OPERATING SYSTEM

          8   SUCCESSFUL WERE NOT AVAILABLE.  PRIMARILY PEOPLE ARE USING

          9   PERSONAL PRODUCTIVITY APPLICATIONS ON DESKTOPS.

         10             QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS TO WHY

         11   THAT IS; IN OTHER WORDS, WHY THIRD PARTIES HAVE NOT CREATED

         12   THOSE APPLICATIONS FOR SCO'S OPERATING SYSTEMS.

         13             ANSWER:  BECAUSE THE OPERATING SYSTEM TODAY AND

         14   FOR THE LAST FEW YEARS DOESN'T HAVE ANY MOMENTUM AS A

         15   DESKTOP OPERATING SYSTEM.  THERE IS NOT ENOUGH OF A

         16   MARKETPLACE FOR THE APPLICATION VENDORS AND THE

         17   APPLICATION -- NOBODY BUYS AN OPERATING SYSTEM FOR AN

         18   OPERATING SYSTEM.  THEY BUY THE APPLICATION.

         19             QUESTION:  WHAT DO YOU MEAN BY THAT LAST

         20   STATEMENT?

         21             ANSWER:  THE OPERATING SYSTEM'S WHOLE PURPOSE IN

         22   LIFE IS TO RUN APPLICATIONS.  SO YOUR OPERATING SYSTEM

         23   CHOICE IS BASED ON THE AVAILABILITY OF APPLICATIONS.

         24             QUESTION:  AND HOW DOES THE SUCCESS OR FAILURE OR

         25   PENETRATION OF A PARTICULAR OPERATING SYSTEM AFFECT WHETHER
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          1   A THIRD PARTY IS LIKELY TO WRITE AN APPLICATION FOR THAT

          2   OPERATING SYSTEM?

          3             ANSWER:  ALL THE APPLICATION VENDORS LOOK AT

          4   MARKET SHARE AND THE COST/BENEFIT ANALYSIS OF PROVIDING THAT

          5   APPLICATION ON ANY OPERATING SYSTEM.  SO IF IT COSTS THEM

          6   MORE THAN THEY BELIEVE THEY'RE GOING TO GET IN REVENUE OR IF

          7   THEY BELIEVE THEIR REVENUE IS JUST A TRADE FROM ONE

          8   OPERATING SYSTEM TO ANOTHER, THERE'S NO FINANCIAL BENEFIT

          9   FOR PRODUCING THAT APPLICATION ON OTHER OPERATING SYSTEMS.

         10             QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS TO WHY

         11   PEOPLE AT SCO USE WINDOWS 95, AS OPPOSED TO ONE OF SCO'S

         12   DESKTOP OPERATING SYSTEMS?

         13             ANSWER:  BECAUSE OF THE AVAILABILITY OF PERSONAL

         14   PRODUCTIVITY APPLICATIONS.

         15             QUESTION:  AND WHAT KIND OF APPLICATIONS ARE YOU

         16   TALKING ABOUT HERE?

         17             ANSWER:  PRIMARILY MICROSOFT OFFICE SUITE, EITHER

         18   OFFICE 97 OR OFFICE 95.

         19             QUESTION:  AND THE PERSONNEL WE'RE TALKING ABOUT

         20   HERE AT SCO WHO USE WINDOWS 95, WHAT CATEGORIES DO THEY FALL

         21   IN?  WHAT TYPE OF JOBS ARE WE TALKING ABOUT?

         22             ANSWER:  MOST OF THE MANAGERS OF JUST ABOUT ANY

         23   DEPARTMENT.  THE SALESPEOPLE WITH THEIR LAPTOPS.

         24             THE ONLY PEOPLE WHO USE OUR OWN SYSTEM AS DESKTOPS

         25   ARE THE ENGINEERS WHO HAVE TO DEVELOP THE OPERATING SYSTEM

                                                                              59

          1   ON TOP OF THE OPERATING SYSTEM ITSELF, AS A GENERAL RULE.

          2   OUR FIELD ENGINEERS OBVIOUSLY ARE TECHNICAL AND NEED TO RUN

          3   UNIX AS WELL TO BE ABLE TO INSTALL IT AND EXPLAIN IT TO

          4   CUSTOMERS.

          5             QUESTION:  WHAT IS THE PURPOSE OF INCLUDING OR

          6   BUNDLING A BROWSER WITH UNIXWARE 7?

          7             ANSWER:  THE PRIMARY PURPOSE OF THAT BROWSER, IT'S

          8   A LICENSE FOR A SINGLE USER, EVEN THOUGH THE SERVER ITSELF

          9   IS A MULTI-USER MACHINE, FOR THE ADMINISTRATOR TO USE TO

         10   READ THE ONLINE DOCUMENTATION AND TO ADMINISTER THE WEB

         11   SERVER WHICH REQUIRES A BROWSER TO ADMINISTER IT.

         12             QUESTION:  I JUST WANT TO MAKE SURE I UNDERSTAND.

         13   SO YOU'VE TALKED ABOUT UNIXWARE 7 OPERATING SYSTEM IS A

         14   MULTI-USER OPERATING SYSTEM?

         15             ANSWER:  YES.

         16             QUESTION:  AND WHAT DOES THAT MEAN?

         17             ANSWER:  THAT MEANS IT CAN HAVE BETWEEN ONE AND,

         18   YOU KNOW, 10,000 USERS SHARING THE MACHINE.

         19             QUESTION:  SO IF --

         20             ANSWER:  CONSECUTIVELY, I SHOULD SAY.

         21             QUESTION:  SO IF SOMEBODY --

         22             ANSWER:  CONCURRENTLY.

         23             QUESTION:  IF SOMEBODY LICENSES UNIXWARE 7 FOR

         24   MORE THAN ONE USER, HOW MANY OF THOSE USERS CAN USE THE

         25   BROWSER THAT THEY GET WITH UNIXWARE 7?
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          1             ANSWER:  ONLY ONE OF THOSE USERS CAN USE THE

          2   BROWSER THAT'S INCLUDED WITH THE OPERATING SYSTEM.

          3             QUESTION:  AND FOR THE OTHER USES OF UNIXWARE 7,

          4   HOW WOULD THEY -- IF THEY WANT A BROWSER, HOW WOULD THEY GET

          5   IT?

          6             ANSWER:  IF THEY WANT IT FROM US, THEY WOULD

          7   PURCHASE A BROWSER AS AN OPTIONAL PRODUCT.

          8             QUESTION:  DID THAT DECISION TO BUNDLE A BROWSER

          9   WITH UNIXWARE 7 HAVE ANYTHING TO DO WITH ANY PERCEPTION OF

         10   DEMAND FOR THE USERS OF UNIXWARE 7 TO GO OUT AND BROWSE AND

         11   ACCESS THE WEB?

         12             ANSWER:  NO, IT WAS A SINGLE-USER LICENSE FOR THE

         13   ADMINISTRATOR TO READ ONLINE DOC AND TO MANAGE THE WEB

         14   SERVER -- FOR THE ADMINISTRATOR TO ADMINISTRATE THE WEB

         15   SERVER AND READ THE ONLINE DOCUMENTATION.

         16             QUESTION:  STARTING WITH UNIXWARE 2.1.3, AND LET

         17   ME KNOW IF THERE'S DIFFERENCES ABOUT THIS FOR THE PERSONAL

         18   EDITION AS OPPOSED TO OTHER EDITIONS OF THE OPERATING

         19   SYSTEM --

         20             ANSWER:  OKAY.

         21             QUESTION:  -- IS IT POSSIBLE FOR THE BROWSER TO BE

         22   REMOVED FROM UNIXWARE 2.1.3?

         23             ANSWER:  YES.  THERE ARE A NUMBER OF WAYS FOR THAT

         24   TO HAPPEN.

         25             QUESTION:  CAN YOU DESCRIBE THOSE WAYS?
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          1             ANSWER:  THE FIRST WAY IS DURING INSTALLATION OF

          2   THE OPERATING SYSTEM, THE BROWSER CAN BE DESELECTED SO IT

          3   NEVER DOES GET INSTALLED ON THE SYSTEM -- ON THE HARD DISK

          4   OF THE COMPUTER.

          5             QUESTION:  LET ME STOP YOU THERE FOR A SECOND.

          6             CAN YOU DESCRIBE MAYBE GENERALLY WHAT THE PERSON

          7   WHO IS INSTALLING THE OPERATING SYSTEM SEES?

          8             ANSWER:  THEY SEE A SCREEN WITH A NUMBER OF

          9   OPTIONS THAT CAN BE SELECTED AND DESELECTED FOR

         10   INSTALLATION.  AND ONE OF THOSE OPTIONS IS SOME OF THE

         11   INTERNET TECHNOLOGIES AND THE GRANULARITY DOWN TO THE

         12   BROWSER OR THE WEB SERVER, DEPENDING ON THE OPERATING

         13   SYSTEM.

         14             QUESTION:  AND THIS IS TRUE AS TO UNIXWARE 2.1.3?

         15             ANSWER:  YES, IT IS.

         16             QUESTION:  SO THERE'S SOMETHING LIKE A LINE WITH A

         17   BOX THAT ACTUALLY APPLIES TO THE WEB BROWSER, IN THIS CASE,

         18   NAVIGATOR.

         19             ANSWER:  YES.

         20             QUESTION:  AND SO WHAT, IF ANYTHING, DOES THE USER

         21   HAVE TO DO TO NOT GET NAVIGATOR WITH UNIXWARE 2.1.3 IN THIS

         22   INSTANCE?

         23             ANSWER:  IN THIS INSTANCE, I FORGET THE EXACT

         24   KEYSTROKE.  IT'S JUST, YOU KNOW, TAB OR SPACE BAR TO SELECT

         25   AND DESELECT.
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          1             QUESTION:  ARE THERE OTHER METHODS ALSO IN

          2   UNIXWARE 2.1.3 TO UNINSTALL OR REMOVE NETSCAPE NAVIGATOR?

          3             ANSWER:  YES.  IF THEY CHOSE TO INSTALL NAVIGATOR

          4   AS PART OF THE OPERATING SYSTEM INSTALLATION, THEY CAN GO

          5   BACK IN WITH A UTILITY TO DO SOFTWARE REMOVAL AND THEY CAN,

          6   AGAIN -- THEY GET A POINT-AND-PICK LIST AND THEY CAN SELECT

          7   IT FOR REMOVAL.

          8             QUESTION:  DOING EITHER OF THESE THINGS, EITHER

          9   NOT INSTALLING AT ALL OR REMOVING IT ONCE ITS INSTALLED --

         10   AND THE "IT" HERE BEING NETSCAPE NAVIGATOR -- DOES THAT HAVE

         11   ANY IMPACT ON ANY OTHER FUNCTIONING OF THE OPERATING SYSTEM?

         12             ANSWER:  NO.  THE OPERATING SYSTEM IS STILL

         13   CAPABLE OF PERFORMING ITS PRIMARY TASK OF RUNNING

         14   APPLICATIONS.

         15             QUESTION:  NOW, TURNING TO UNIXWARE 7, IS NETSCAPE

         16   NAVIGATOR UNINSTALLABLE OR REMOVABLE FROM THAT?

         17             ANSWER:  YES, IT IS, IN THE SAME FASHION.

         18             QUESTION:  WHEN YOU SAY "IN THE SAME FASHION,"

         19   WHAT DO YOU MEAN?

         20             ANSWER:  IT'S SELECTABLE AND DESELECTABLE AT

         21   INITIAL SYSTEM LOAD SO YOU CAN CHOOSE NOT TO EVEN PUT IT

         22   ONTO THE SYSTEM ORIGINALLY WHEN YOU INSTALL UNIXWARE 7, AND

         23   IF YOU CHOSE TO PUT IT ON UNIXWARE 7, YOU COULD ALSO, AFTER

         24   IT'S BEEN INSTALLED, REMOVE IT FROM A POINT-AND-PICK LIST.

         25             QUESTION:  NOW, TURNING TO OPEN SERVER RELEASE 5,
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          1   IS THE BROWSER THAT'S INCLUDED OR BUNDLED WITH THAT PRODUCT

          2   REMOVABLE?

          3             ANSWER:  YES.  IT'S REMOVABLE BOTH AT INITIAL

          4   SYSTEM LOAD TIME SO IT NEVER GETS ONTO THE SYSTEM, AND IT'S

          5   ALSO REMOVABLE AFTERWARDS IF YOU CHOSE DURING INITIAL SYSTEM

          6   LOAD TO INSTALL IT.

          7             QUESTION:  NOW, ASKING MORE GENERALLY AS TO THE

          8   THREE OPERATING SYSTEM PRODUCT LINES AS A WHOLE, WHY DOES

          9   SCO PROVIDE THE CAPABILITIES YOU'VE DESCRIBED, NAMELY, TO

         10   EITHER NOT INSTALL THE BROWSER OR TO HAVE IT REMOVED?

         11             ANSWER:  NOT EVERYBODY WANTS THE FUNCTIONALITY IN

         12   THE OPERATING SYSTEM, SO WE PROVIDE THEM THAT OPTION TO

         13   REMOVE IT OR INSTALL IT AT A LATER TIME.

         14             QUESTION:  YOU SAID NOT EVERYONE WANTS THE

         15   FUNCTIONALITY IN THE OPERATING SYSTEM.  WHAT FUNCTIONALITY

         16   ARE YOU REFERRING TO THERE?

         17             ANSWER:  IN THE CASE OF NETSCAPE NAVIGATOR, THE

         18   WEB BROWSING.

         19             QUESTION:  WHAT IS THE BASIS FOR WHAT YOU JUST

         20   SAID, THAT NOT EVERYBODY WANTS THE ABILITY TO ACCESS THE

         21   WEB -- THAT FUNCTIONALITY IN THE OPERATING SYSTEM?

         22             ANSWER:  THE BASIS FOR THAT IS THAT PEOPLE ARE

         23   BUYING THE OPERATING SYSTEMS TO RUN APPLICATIONS, AND IF

         24   THEIR APPLICATION DOES NOT REQUIRE A WEB BROWSER, THEN

         25   PERHAPS THEY DON'T WANT THE WEB BROWSER THERE.
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          1             SO IF YOU'RE RUNNING AN ACCOUNTING APPLICATION AND

          2   YOU DON'T NEED THE WEB BROWSER, PERHAPS YOU DON'T WANT TO

          3   INSTALL IT TO SAVE SPACE ON THE DISK, OR, IN SOME INSTANCES,

          4   WE'VE HAD RESELLERS TELL US THEY CONSIDER THE WEB BROWSER AN

          5   UNPRODUCTIVITY TOOL AS PEOPLE SURF THE WEB RATHER THAN DOING

          6   THEIR WORK.

          7             QUESTION:  THIS IS SOMETHING THAT RESELLERS OF SCO

          8   PRODUCTS HAVE ACTUALLY GIVEN FEEDBACK TO SCO?

          9             ANSWER:  ABSOLUTELY.

         10             QUESTION:  ARE THERE SPECIFIC RESELLERS YOU CAN

         11   RECALL DOING THAT?

         12             ANSWER:  NO.

         13             QUESTION:  IS ANY BROWSER PRODUCT PART OF THE

         14   CORE -- THE CORE OF ANY SCO OPERATING SYSTEM PRODUCT?

         15             ANSWER:  NO.

         16             QUESTION:  AND WHAT DO YOU MEAN WHEN YOU USE THE

         17   TERM "CORE"?

         18             ANSWER:  AGAIN, THE BASIC PIECES OF THE OPERATING

         19   SYSTEM NECESSARY TO RUN AN APPLICATION.

         20             OUR VIEW IS THAT THE BROWSER IS AN APPLICATION.

         21             QUESTION:  YOU TESTIFIED A LITTLE BIT EARLIER

         22   ABOUT THE ABILITY TO VIEW ONLINE DOCUMENTATION USING A

         23   BROWSER.

         24             ANSWER:  YES.

         25             QUESTION:  OKAY.  AND THAT'S SOMETHING THAT'S
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          1   PROVIDED -- IS THAT PROVIDED IN ALL SCO OPERATING SYSTEM

          2   PRODUCTS?

          3             ANSWER:  YES, EXCEPT FOR MAYBE UNIXWARE 2.1.  I

          4   DON'T REMEMBER.  IT HAD ITS OWN ONLINE HELP SYSTEM PRIOR TO

          5   OUR ACQUISITION.

          6             QUESTION:  MAYBE YOU COULD EXPLAIN A LITTLE BIT

          7   HOW IT WORKS -- I MEAN, HOW YOU HAVE -- WHAT THE ONLINE

          8   DOCUMENTATION YOU'RE TALKING ABOUT IS AND HOW THE BROWSER IS

          9   USED TO VIEW THAT.

         10             ANSWER:  OKAY.  THE ONLINE DOCUMENTATION IS THE

         11   DOCUMENTATION FOR THE ADMINISTRATION AND USE OF THE

         12   OPERATING SYSTEM.  SO WHEN WE SAY IT'S ONLINE, WHAT WE MEAN

         13   IS IT'S IN HTML FORMAT.  AND THAT IF A BROWSER FROM ANYWHERE

         14   ON THE NETWORK OR LOCALLY CONNECTS TO THE MACHINE AT THE

         15   RIGHT -- WHAT'S KNOWN AS A PORT, THEN IT WILL SERVE UP THE

         16   DOCUMENTATION INTO THAT BROWSER.

         17             QUESTION:  YOU SAID A BROWSER CAN DO THIS.  DOES

         18   IT HAVE TO BE THE BROWSER THAT'S DISTRIBUTED WITH THE SCO

         19   OPERATING SYSTEM?

         20             ANSWER:  NO, IT DOESN'T.

         21             QUESTION:  HAVE OEM'S OR RESELLERS EVER EXPRESSED

         22   A DESIRE TO YOU OR ANYBODY ELSE AT SCO THAT YOU'RE AWARE OF

         23   TO HAVE MULTIPLE BROWSERS THEY CAN CHOOSE FROM?

         24             ANSWER:  YES.

         25             MR. PEPPERMAN:  OBJECTION, HEARSAY.

                                                                              66

          1             ANSWER:  YES, THEY HAVE.

          2             QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS TO WHY

          3   THERE IS THAT DESIRE?

          4             MR. PEPPERMAN:  SAME OBJECTION.

          5             ANSWER:  THE USERS WANT TO HAVE CHOICE IN THE

          6   BROWSERS.

          7             QUESTION:  ARE YOU AWARE OF THEIR -- ANYONE EVER

          8   EXPRESSING A DESIRE TO HAVE MICROSOFT'S INTERNET EXPLORER BE

          9   PORTED TO ANY SCO OPERATING SYSTEM?

         10             MR. PEPPERMAN:  OBJECTION.  HEARSAY.

         11             ANSWER:  YES, RESELLERS HAVE ASKED US FOR INTERNET

         12   EXPLORER ON SCO RIGHT AFTER MICROSOFT MADE THEIR

         13   ANNOUNCEMENT ABOUT PORTING INTERNET EXPLORER TO UNIX

         14   SYSTEMS.

         15             QUESTION:  WHAT, IF ANYTHING, DID YOU DO IN

         16   RESPONSE TO THESE EXPRESSIONS OF INTEREST?

         17             ANSWER:  I CALLED THE BUSINESS -- BUSINESS

         18   MANAGER, PRODUCT MANAGER WHO WAS ASSIGNED TO SCO, AND ASKED

         19   HIM IF THEY WERE GOING TO DO SCO.  HE WAS IN THE MIDDLE OF A

         20   JOB TRANSITION TO CHICAGO, AND HE POINTED ME AT THE NEW GUY,

         21   AND I HAD A DISCUSSION WITH THAT INDIVIDUAL AT MICROSOFT,

         22   WHO SAID THEY WERE NOT GOING TO PORT INTERNET EXPLORER TO

         23   SCO.

         24             QUESTION:  OKAY.  WHAT DID YOU DO WITH RESPECT TO

         25   THE SECOND TELEPHONE CONVERSATION?
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          1             ANSWER:  I ASKED THE INDIVIDUAL IF THEY PLANNED TO

          2   PORT INTERNET EXPLORER TO SCO AND EXPLAINED TO THEM, IN CASE

          3   THEY DIDN'T KNOW, THE NUMBER OF UNITS AND SCO'S POSITION IN

          4   THE UNIX INDUSTRY.  AND THE ANSWER WAS, "NO, WE DON'T PLAN

          5   TO PORT IT TO SCO BECAUSE SCO IS A SERVER OPERATING SYSTEM,

          6   NOT A DESKTOP OPERATING SYSTEM, ACCORDING TO MARKET SHARE

          7   DATA."

          8             QUESTION:  IS HAVING COMPETITION AMONG BROWSER

          9   PRODUCTS AN IMPORTANT THING TO SCO?

         10             ANSWER:  IT'S IMPORTANT TO SCO THAT THERE'S A

         11   NUMBER OF CHOICES AND INNOVATION IN BROWSER PRODUCTS,

         12   BECAUSE THAT WILL BE THE DISPLAY OF THESE APPLICATIONS IN

         13   THE NETWORK COMPUTING MODEL.

         14             QUESTION:  DOES SCO, ORGANIZATIONALLY, HAVE

         15   CONCERNS ABOUT ONE BROWSER PRODUCT BECOMING DOMINANT?

         16             MR. PEPPERMAN:  OBJECTION.  LACK OF FOUNDATION.

         17             ANSWER:  WE HAVE CONCERNS ABOUT A SINGLE BROWSER,

         18   REGARDLESS OF WHOSE BROWSER IT IS, BECOMING THE ONLY VIABLE

         19   PERVASIVE BROWSER.

         20             QUESTION:  WHY IS THAT A CONCERN?

         21             ANSWER:  BECAUSE IN THE NETWORK COMPUTING MODEL

         22   THAT IS PART OF OUR CORE STRATEGY, THE BROWSER AND THE JAVA

         23   THAT IT CAN RUN WILL BE THE USER INTERFACE FOR THE

         24   APPLICATION ON THE SERVER.  AND SO IF THERE IS ONE PERSON OR

         25   ONE COMPANY WHO CONTROLLED THE BROWSER AND ITS LOOK AND FEEL
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          1   AND HOW IT PRESENTED APPLICATIONS, IT COULD SEVERELY ENHANCE

          2   OR DETRACT FROM THE APPLICATION FUNCTIONALITY OF THE -- ON

          3   THE SERVER.

          4             QUESTION:  IN THE MARKET TODAY -- WHAT BROWSER

          5   PRODUCTS ARE OUT THERE THAT YOU SEE IN THE MARKET TODAY?

          6             ANSWER:  THE BROWSERS THAT WE SEE IN THE MARKET

          7   AND SUPPORTED BY INDUSTRY RESEARCH ARE INTERNET EXPLORER,

          8   NETSCAPE NAVIGATOR, AND TO A FAR LESSER DEGREE TODAY, MOSAIC

          9   AND SPRY AND LYNX, AND THERE'S PROBABLY LOADS OF OTHERS I'VE

         10   NEVER HEARD OF.

         11             QUESTION:  SO IS IT A FAIR CHARACTERIZATION THAT

         12   THE INTERNET EXPLORER IS, ALTHOUGH PORTED TO DIFFERENT

         13   OPERATING SYSTEMS, IS NOT PORTED TO AS MANY OPERATING

         14   SYSTEMS AS NAVIGATOR?

         15             ANSWER:  THAT IS MY UNDERSTANDING.

         16             QUESTION:  DOES THAT AFFECT IN ANY WAY YOUR

         17   ASSESSMENT AS TO WHETHER THERE ARE CONCERNS ABOUT INTERNET

         18   EXPLORER VERSUS NAVIGATOR BECOMING DOMINANT AMONG BROWSERS?

         19             MR. PEPPERMAN:  OBJECTION TO THE FORM OF THE

         20   QUESTION.

         21             ANSWER:  THE CONCERN FOR SCO IS THAT THE PRIMARY

         22   CLIENT DEVICE IS THE WINDOWS OPERATING SYSTEM WHERE THE

         23   INTERNET EXPLORER DOES EXIST.

         24             QUESTION:  IS THAT SOMETHING THAT MAKES YOU

         25   CONCERNED ABOUT INTERNET EXPLORER BECOMING DOMINANT?
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          1             ANSWER:  YES, IT IS.

          2             QUESTION:  JUST HOW SO?

          3             ANSWER:  IF THE PRIMARY CLIENT DEVICE IS THE

          4   WINDOWS OPERATING SYSTEM, THEN THE PRIMARY INTERFACE TO

          5   THESE NETWORK COMPUTING APPLICATIONS WILL BE CONTROLLED

          6   THROUGH INTERNET EXPLORER.

          7             QUESTION:  MR. HOLTZMAN ASKED YOU THESE SERIES OF

          8   QUESTIONS ABOUT THE REMOVABILITY OF THE NETSCAPE NAVIGATOR

          9   BROWSER, THE OPTION I THINK YOU SAID TO NOT INSTALL IT

         10   ORIGINALLY OR TO UNINSTALL IT WHEN -- AFTER IT HAD ALREADY

         11   BEEN INSTALLED.

         12             WHEN YOU WERE ANSWERING THOSE QUESTIONS, THOSE

         13   QUESTIONS WERE -- YOUR ANSWERS WERE LIMITED TO THE

         14   CIRCUMSTANCES WITH THE SCO UNIXWARE AND SCO OPEN SERVER

         15   OPERATING SYSTEMS?

         16             ANSWER:  RIGHT.

         17             QUESTION:  AND YOU WEREN'T TALKING ABOUT THE

         18   RELATIONSHIP, FOR EXAMPLE, BETWEEN INTERNET EXPLORER AND THE

         19   MICROSOFT WINDOWS OPERATING SYSTEMS?

         20             ANSWER:  I WAS NOT.

         21             (END OF PLAYING OF VIDEOTAPE EXCERPTS.)

         22             MR. BOIES:  YOUR HONOR, THAT COMPLETES THE

         23   SELECTIONS FROM MR. RASMUSSEN'S DEPOSITION.

         24             THE COURT:  ALL RIGHT.  WE'LL TAKE OUR NOONTIME

         25   RECESS AND RECONVENE AT 2:00 O'CLOCK.
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          1             (WHEREUPON, THE ABOVE-ENTITLED MATTER WAS

          2   ADJOURNED FOR LUNCH.)

          3

          4

          5                     CERTIFICATE OF REPORTER

          6        THIS RECORD IS CERTIFIED BY THE UNDERSIGNED REPORTER TO

          7   BE THE OFFICIAL TRANSCRIPT OF THE PROCEEDINGS INDICATED.

          8                                 ______________________________

          9                                         PHYLLIS MERANA
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