Apple Computer, Inc.
Law Department,

1 Infinite Loop, M/S: 38-PAT
Cupertino, CA 95014

Patent Group

Telephone No: 408-974-9453
Facsimile No.: 408-974-5436

Attn: Greg Maffei Date: 3/17/97
Company/Firm: MICROSOFT CORPORATION Pages: 6

' (Including Cover Sheet)
Fax No.: (206) 936-2625

Confirmation Forwarded D
Tel. No.: (206) 936-5266
From: Paul D. Carmichael
*Re:

mments

Greg, attached are two documents:

1) A business case showing the balance of values based on assumed patent royalty rates and
assumed coverage of the products of Apple and Microsoft for the period July 1, 1996 to July 1, 2001.

2) An outline of the terms of a patent cross license agreement between Apple and Microsoft.

If you have any questions concerning the methodology or what is intended, please do not hesitate

to contact us.

cc: Ellen Hancock
Douglas Solomon

CONFIDENTIALITY AND PRIVILEGE NOTICE

This facsimile transmission contains information which is confidential and/or privileged. The information is for the
exclusive use of the individual or eotity named on this transmission sheet. If you are not the intended recipient, you are
prohibited from reading, disclosing, copying, distributing or using the contents this faxed transmission. If you have
received this transmission by mistake, please call us immediately and destroy this document.

Please notify Kathrvn Pritchard

at (408) 974-7600

if any pages are missing.
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MICROSOFT/APPLE
PATENT CROSS LICENSE AGREEMENT

IMMUNITY FOR SALE AND USE OF LICENSED PRODUCTS BY
CUSTOMERS AND USERS

RELEASES FOR PAST INFRINGEMENT
TERMINATES WITH EXPIRATION OF LAST LICENSED PATENT

PROVISIONS CONCERNING ASSIGNMENT ACQUISITION, MERGER AND
DIVESTITURE

BALANCING PAYMENT TO APPLE

MAC527¢

March 4. 1997
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MICROSOFT/APPLE
PATENT CROSS LICENSE AGREEMENT

LICENSED PATENTS

+ALL PATENTS LICENSABLE BY EITHER PARTY
HAVING OR ENTITLED TO A FILING DATE
PRIOR TO JULY 1, 2001

LICENSED PRODUCTS

sDESIGNED TO MEET THE CURRENT AND ANTICIPATED
NEEDS OF BOTH PARTIES

- ALL PROGRAMS INCLUDING OS, MIDDLEWARE.
APPLICATION PROGRAMS, TOOLS,
COMMUNICATIONS, ETC.

- EXCLUDE CLONE PROGRAMS (?7)

- ONLINE SERVICES

- CONTENT MEDIA

- INPUT DEVICES TO MICROSOFT

- INFORMATION HANDLING SYSTEMS TO APPLE

LICENSE GRANTS

«FOR PRODUCTS MADE, USED, SOLD OR OTHERWISE
TRANSFERRED BY APPLE OR MICROSOFT

«NO RIGHT TO SUBLICENSE OTHERS (INCLUDING OEMS) TO
MAKE, USE, SELL, OR OTHERWISE TRANSFER

+EXTENDS TO MORE THAN 50% OWNED SUBSIDIARIES

-LIMITED HAVE MADE WHERE SPECIFICATION AND OVERALL
DESIGN COMES FROM APPLE OR MICROSOFT

March 11, 1997 MAC5274



MICROSOFT/APPLE
PATENT CROSS LICENSE AGREEMENT

IMMUNITY FOR SALE AND USE OF LICENSED PRODUCTS BY
CUSTOMERS AND USERS

RELEASES FOR PAST INFRINGEMENT

TERMINATES JULY 1, 2001 EXCEPT FOR PRODUCTS THEN IN THE
MARKETPLACE

PROVISIONS CONCERNING ASSIGNMENT ACQUISITION, MERGER AND
DIVESTITURE

BALANCING PAYMENT TO APPLE

March 11, 1997 MACSK275

o



muwmos\:

g¥6°8%
%€
B8L2'862¢%
LI6'1$
17961

60.%

% &
See'ees
L16°13
le'ct

oL 1K §

" Ul SO[es B0} JO %/Q SBY HOSOION ‘SM) Ul Se[es [elo} jo %bG Sey ojddy 'pepnjoul Jou SN BpISING Woij senue

886'1L$
%€
552'99%
008'1$
8'3¢

G511
%€
£81°'S$
008°1L$
88°¢

0002

‘(MS SMOPUIM + MH Od) sweisis ieindwod SMOPUIM UO

G26'L$
%€
L91'v9$
006'1$
8'¢te

16518
%€
020°'s$
006'1$
1 4! 4

§66T

NP0 Y0 AQUIONY - [ENUIPIUOY) MOUY O], PN aiddy

9921 $
%€
y98'853%
006'1 %
o'Ie

8til$
%t
G09°'v$
006't$
cr'ec

118

S0L'1$
%€
9v8°'9G$
000'2$
v'8e

€EELS
%€
Lyv'vs
000'2$
ece

Is6T

-1e0k Jod %6 12 UMaIb (suopiw) sweisAs JeINdWod SMOPUIM JO SBIes SN
1ok Jad %g e umoib (suonlfiw) swoisAs seindwiod YSOJUOBW JO SBfeS SN
‘9661 ‘uonesodion ejed [euolieulsju] WOJ) SBIBWIISe BNUBAB) "BAY PUE OIES

G95°1$
%€
gsi'ess
000°'2%
1'9¢

ZeLis
%€
080'v$
000'2$
v0°'¢

5661

ABJ PUE SB|ES
:suondwnssy

(suoypwsg) Ayedoy iueied |elol

(uesssd) eies Ajehoy lusled

(suotiwg) enusass SN

() waisAs Jad anuenes "aAy

(suofjiw) swelsAs 19ndwod SMOPUIM |0 §8IBS SN

{suolwg} Aijedoy lueied [ejo)

(ueosed) ejes Ajehoy jueied

(suolwg) enuesed SN

(¢) weysAs sad anueas) "8Ay

(suoyw) sweisAs 1eindwod ysojudeW JO SBIBS SN

paseq ojddy o} sepjedos jusied s,1j0s0IdIN

‘(MS SO%8W + MH 28W) swaisAs ieindwod ysoju|oey uo paseq }JOsOId|y 01 seiljehos jusjed s,3ddy




MOUY 0) pIIN thmOS\: ainquisiq Jo psemsog 4do) 10N 0@

[enuapyuo) ajddy paajialg uag)-Aaulony

°®

PUOWIPIY Ul /661 ‘L] USIBIA 10 PI[npayds mou SunasN

oAIsuodsaiun 1JOSOIIIA
- Sunsow onpayos 03 sidwane 9iddy - £661 UoIBIN/9661 I9qUIRAON

ysiunj 0} Saur[oop
1JOSOIOIA| PUB UonEWIOJUI [euonIppe sisanbal 9[ddy - 9661 JOGUIDAON

UOTUSNE S,1JOSOIINA 0 siuated o] [euonippe s[fed 9[ddy —

syonpold sue(D/addy 01 aane[al
s1uoted 1JosoIoIpA sasiel pue swired judled o[ddy siomsue JJOSOIIN —

1JOSOIDIA 18 SUneN - 9661 ‘81 12q0100
PaYNUAPI S190PoI1d 1JOSOINN 100 - 9661 ‘€T AInf
siuageq 21ddy ¢1 Jo JuawaSurijul yim 1Jososory a3rey) - 9661 ‘1 AInf

sSunoo Alred - S661-€661

AJOISTH

i iR

i
.
Jt

SUISUIII'T JudIeJ 1JOSOIIIIA]




MICROSOFT/APPLE
PATENT CROSS LICENSE AGREEMENT

LICENSED PATENTS

*ALL PATENTS LICENSABLE BY EITHER PARTY
HAVING OR ENTITLED TO A FILING DATE
PRIOR TO MARCH 1, 2002

LICENSED PRODUCTS

*DESIGNED TO MEET THE CURRENT AND ANTICIPATED
NEED OF BOTH PARTIES

- ALL PROGRAMS INCLUDING OS, MIDDLEWARE,
APPLICATION PROGRAMS, TOOLS,
COMMUNICATIONS, ETC.

- EXCLUDE CLONE PROGRAMS (?7)

- ONLINE SERVICES

- CONTENT MEDIA

- INPUT DEVICES TO MICROSOFT

- INFORMATION HANDLING SYSTEMS TO APPLE

LICENSE GRANTS

*FOR PRODUCTS MADE, USED, SOLD OR OTHERWISE
TRANSFERRED BY APPLE OR MICROSOFT

*LIMITED HAVE MADE WHERE SPECIFICATION AND OVERALL
DESIGN COMES FROM APPLE OR MICROSOFT

*NO RIGHT TO SUBLICENSE OTHERS (INCLUDING OEMS) TO
MAKE, USE, SELL, OR OTHERWISE TRANSFER

*EXTENDS TO MORE THAN 50% OWNED SUBSIDIARIES

March 4. 1997

MACS5278



CALL STRATEGY

Get Patent Issues Behind Us
- Send Responses Today

Discuss Additional Facts Since Last Meeting
- Apple Needs Shrinking
- Additional Microsoft Interests

Business Case

License Agreement Outline

Next Step

March 11, 1997

MACS5279



MICROSOFT ISSUES

Apple Initial Requests
Application Support For Mac OS and Rhapsody

- Reasonable Parity In Rélease, Performance
And Functionality

n

- Threats To Withdraw If Apple "unreasonable

Development And Support Of Tools For Mac OS
And Rhapsody

NT Clients For Mac OS And Rhapsody

- Paid-Up Licenses To Windows Operating Systems
Games And Content

- Public Announcement And Support

Other Items Added To Discussions

- Universal Virtual Machine

- Internet Explorer
Win 32 Port To Rhapsody

Apple Class Libraries Shipped With Virtual Studio
Site License To Office

APPLE COMPUTER, INC. - CONFIDENTIAL
MAC5280



MICROSOFT ISSUES

Financial Matters
- Preferred Stock Investment
- - Credits For Windows License

Patent Cross Licensing Matters
- Inclusion Of OEMs

Object Technology Licensing Corporation License
- 50 /50 IBM / APPLE Patent Licensing Venture
- Taligent And Kaleida Patent Assets

- Obiject Software

- Microsoft Needs A License

APPLE COMPUTER, INC. - CONFIDENTIAL MAC5281
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ISSUED U.S. UTILITY PATENTS

TECHNOLOGY AREAS OF MUTUAL INTEREST

Technology Area Apple Microsoft
Operating Systems,

including file system 30 24
and memory

management

User Interface 28 10
Input Devices,

including mice, 24 9
keyboards and pens

Personal Digital 21 1
Assistants

Networking 29 9
Video, including 30 5
QuickTime

Graphics, including

Quickdraw GX and 3D 43 18
graphics

Compression 11 4
Speech 4 0

The above list is not intended to be exhaustive or limiting in any
way. For example, the patents have each been placed in a single
category while in fact a patent may relate to multiple categories.
Additionally, the placing of a patent in a particular category is a
judgment. Pending patent applications are not included in this
comparison.

1 MAC5283
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MICROSOFT FAPPLE

PATENT CROSS LICENSE PARTNERSHIP DISCUSSIONS

September, 1993

May, 1995

June - August, 1995

May, 1996

June, 1996

Microsoft Suggests Cross License
Discussions. Preliminary Analysis Of Mutual
Fields Of Interest. Unable To Evaluate Each
Others Portfolios Since Few Issued Patents.

Microsoft Refuses To License Apple For
Windows 95 Unless Patent Immunity Clause
12(d) Is Included. Clause Requires Apple
Not To Assert Its Patents Against Microsoft
Or Its OEMs For The Licensed Products.

Microsoft Suggests Cross License As A Way
To Resolve The Windows 95 12(d) Issue.
Apple Agreed To Discuss But Decoupled
From Windows 95 Discussion. Discuss
Various Approaches And Exchange Draft
Provisions. Microsoft Did Not Pursue.

Note From Bill Gates Concerning An Apple
NT License.

Apple Leadership Team Meets - Identifies
Wants and Needs.

MAC5288

APPLE COMPUTER, INC. - CONFIDENTIAL



July 1, 1996

July 23, 1996

October, 1996

March, 1997

April, 1997 - Present

Apple InitiatedMeeting To Discuss Cross
Licensing. Puts Microsoft On Notice Of
Patent Infringement Of Windows 95, NT,
Windows 3.1 And Internet Explorer.
Fourteen Apple Patents Involved.

Apple Places Microsoft On Notice Relative
To Office, Word, Excel And PowerPoint.
Same Basic Group Of Apple Patents
Involved.

Meeting With Microsoft. They Rebut Our
Allegations And Call 11 Patents To Our
Attention Relative To Apple Products. Apple
Calls An Additional 10 Patents To
Microsoft's Attention.

Repeated Attempts To Meet With Microsoft
Unsuccessful. Apple Responds To Microsoft
On Patent Issues. Also, Provides Qutline Of
Cross License Terms And Business Plan
Showing Balance Of $1.2 B In Apple's Favor.
No License For OEMs Or OTLC (Taligent)
Patent Portfolio. Microsoft Wants To Couple
Business Deal With Patent Cross License And
Apple Agrees If Balance Of Values Are
Adequate.

Negotiations At Various Levels With Microsoft.
Still Far Apart On Values Involved.

APPLE COMPUTER, INC. - CONFIDENTIAL MA05289



