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U.S. Deparmment of Justice

Antitrust Division

Main Justice Building

10th & Constinution Ave,, NW
Washingwon D.C. 20530

RE: Responss to CID
Dear Mr. Jacobs:

We are counse! 10 Netscape Communications Corporation. This letter and accompanying
documents are submitted inmpons:myourCivilInvuﬂg;ﬁveDemnd datzd June 22, 1995.
We hereby request "“CONFIDENTIAL" status for this leteer, all information that accompanies

this letter, and any additional information or documents submitted to the Department of Jystice
pursuant to its Demand.

NampaCommuniuﬁonshthcindwuerlnbmwserandsimihrlm
iechnology. In the course of its investigation of the Microsoft Network, the Antitrust Division
p:mnmlhnmmdlyandmmcﬂymnemdthumumthehtemmaypmﬁdeﬂn
most powerful source of potenrial compedtion for the Microsoft Network. It is generally
mumedﬂmNeeapemdotherwmpmieampmidemmmelmme:ﬁmm
Mitrosoft's cooperation. This is not correet. Netscape’s browser, like other third party -
applications, runs on twop of the desktop operating system. Nenupealrudxhasabmwaeron
the market that runs on Windows 3.1. It is attempting to bring a new browser to market that
will run on Windows95 (*Win95*). . ‘

In order to complete the development of this new version, Netscape needs certain critical
technical information which might be called *internal APIs. " Netscape has been negotiating with
Microsoft to get this information. As of June 21, Microsoft indicated it would pot pravide this
information to Netscape unless Microsoft gets an equity interest in Netscape, a seat on
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Nesscape's Board of Directors, and otherwise controls Netscape’s ability to compets agains;
Microsoft.

As you will see from the enclosed documents, the general theme of the Regotiation has
beenthatMicrosoﬂownstheplufomaxﬂthnifNeuupeisgoing 10 compete with Microsoft
in any way (at the platform level or the application level), then Microsoft will competitively
harm Netscape.

Microsoft developers have advanmges on the Microsoft platform thar Neutcape developers
will not have, absenr a special relationship with Microsoft. 1f Netscape does not "sign up” to
this special relationship, Microsoft will develop a special relationship with a Netscape competitor
thereby harming Netscape. Microsoft will also do what it can to compedtively injure Netscape
in such a sconario. In addition the equity interest and board sear that we "special

of Netscape®s ideas and build them into the Microsoft platform. Conversely, however, Netscape
would not be able 10 build anything that even remotaly resembled a plarform that might compete
against the Microsoft platform — and, in particular, Netscape would not be able to build anything
that had its owa Application Programming Interface CAP1").

ToundcmndthesigniﬁmofwhnNcwpemandWMicmﬁisnﬁzﬁng
to provide it is critical to0 undersrand: (l)mepreummannerinwhichthahmmisw
t.hmgh“ﬁndomnndlorDOS,anda)thewaythelnternetwiubemsadthmnghWinQS.

Today, there are 2 pumber of independent Intetnet software veadors ("IISVs©), e.g.,
Netscape, Quarterdeck. Each of these companies provide both *high level® Internet software
such as "browsers* and/ar newsgroups software, as well as “I5w level” connection software such
a3 RNA (remote network access), TCP/IP (ransmission control protocol/Internet prowcol),
Winsock, Point 10 Point Protocol, Registration, and Scripting Engine software, Although anly
the "high level® software such as browsers are visible 1o consumers, the *low level®

referred to above provide the essential ‘plumbing” that gers a usar out from his dsaktop station
o the Internet. Presently, each ISV provides its own low level plumbing, and, hence, none of
the providers have an architectural advantge over any of the others. This is about to change.

In the Win9S environmens all the pecessary low level Intemet access components, the
“plumbing,” are inigrated into the opecating system sofrware. Accardingly, 1ISVs will be
compelied to use the components bundled with Win95. The imeraction between high-level
components and the Win95 plumbing is derermined by Microsoft's APIs. IISVs such as
Netscape, must have access to these APls. These are not the same APIs that are used by normal
applications vendors (e.g., word processing or spreadsheets) to make their products work on top
of the Microsoft OS. o
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TothnemmuchIISVi:nowdspendcmuponMicmsoﬂmprovidelheAPlssothu

the 1ISV can use Win95 internal code 1 dial-up 1o the Inermet. However, if an JISV is not in

Microsoft’s good graces or is unwilling to agree 10 Microsoft terms, then the [ISV must find ap
alternative “salution” to bypass the imbedded Win95 Inwmet access components.

While it may be technologically possibl

alceady present in the operatng system may lower the performance and increase the difficulty
of use of a software solution, and will cerainly delsy release of Newscape's products,
Depending upon how "clunky” the solution is, such a solution will

inmﬁwmmiewswhencomredwm:symmmnumdnembeddedmhmlou,ani
accordingly will make OEMs Jess likely to bundle & prodect with its computers particularly
where there exists an alternative Internet sofrware that uses the Win95 embedded echnology (i.e.
Microsof).

tclephony capabilities (voicemail and facsimile Identification and processing) provided by Win95,
In shont, implementing such marginal solutions could injure an [ISV's ability to compete with
Microsoft’s high level Internet sofeware becagse Microsoft would continue to maintain full access
to all of Win95’s features, while other IISVs would lose capability.

Therefore, by restricting access 1o critical Internet aScess APIs Microsoft can increase
its coasumer acceptance becayse itmmakciudfmeonlymmpmytha:haslmusoﬁwam
that can use all the access software imbedded in Win95, and/or Microsoft can extort exorbimns
“royalties” for supplying critical APls to IISVs. In this case, Microsoft has told Netscape that
it will not provide critical APIs (which it has admiued that it is able provide immediately) w
Netscape unless, among other things, Microsoft is given an equity stake in the company, a board
seat, and essentially is able to control Netscape’s ability to compete with Micrasoft platforms.

One API that Microsofi is withholding is critical to cnable Netscape's registration
software to automatically configure 2 RNA *phonebook® with a user’s Internet access settings,
Without this capability, which Microsofi’s own product offering will have, Netscape will be
vastly less ammactive to consumers and OEMs (1) because user self-configuration is so
cumbersome, time consuming (poteatially requiring an extra half hour commitment by the user),
and 30 riddled with the possibility for error, that as a practical mater Netscape's access software
will not be compatible with the built in Internet access features of Win9S: and (2) hecayse any
H
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alternative solution will at the very least require Netscape 10 abandon using any of the dial up
connection built into Win95, and creats a whole pew way o access the "plumbing syseem*
which is 50 alien 1o the user, and which is so likely to "spring a lcak® that OEMs would be
exmremely unlikely to bundle it in with a Win95 System, thereby putting Netscape ar a severe
disadvantage to Microsofi. :

Additionally, Microsoft has refused 1o provide Netscape with either marketing or
technical information regarding “scripting engines.” Netscape needs o know whether Win9s
or its upgrades will contain a "scripting engine” which will allow the user to configure her RNA

enter a login ID or 2 password each time. Such 3 feawure is clearly preferred by the user and
it would be competitively detrimental for Netscape to creare an alternative sCripting engine when
Microsoft will be able 10 benefit from the superiority of one built into Win95 or
an upgrade, and which may acasally be impossible to create without technical information from
Microsoft. In any event, despite repeated efforts w get information, Microsoft has refused w
indicate whather a scripting engine will be included in Win95 or in an upgrade, whether

Netscape will be able to redistribute the scripting engine, orwhatﬂ:cAPlsfotsuuhucﬁpdng
cagine might be,

NmukenbyaNeﬁapeemphyaeamemmmgoﬁaﬂmwMMiunwﬁmmu
for by the CID and therefore attached to this lener, Youshouldmdminmiewiu thds
document, "Marc Andreessen® and *Mike Homer" work for Netscape. *Dan Rosen® indicawed
in the document a3 "DR" works for Micrasoft. Generally spesking, references 10 *we” is a
reference o Microsoft, from Microsoft’s poiat of view. .

w:wievemumlsinmmuﬂonissufﬁdmmrespondmmcﬁvil Investigative
Demand. I cannot emphasize strongly enough how confidential this information is. Please

contact us before using it in any way that might damage Netscape's interests. [f you desire
additional information, please contact us.

Sincerely,
- 7( ,v-—7 ¢ — —
) Gary L. Reback )
GLR:kp
Enclosures

cc:  Joel Klein, Esq.
Jobn F. Greaney, Esq.



:Return-Path: pmarca@netgcape.com
=ate: Wad, 21 Jun 1995 19:28:32 -0700
Sendex: pmarca@pop.netscape.com
J: jimb, mikeh, Jimc, ram
From: pmarcagnetecape.com (Private Marc Andreessen)
Subject: notes on ms meeting, €/21 -- long
X-UIDL: 803789560.000

Microeoft attendeesg --

Anthony Bay -- MS Network guy -- Internet-related services, as well as some
business applications.
J Allard --

internetworking in Bue Sys Div -- WInNT WS & Server, plus
ackOffics.

Tom Reardon -- client platform

Chris Jones -- systemas division

Barb Fox -- conaumer systems, STT and crypto
Dan Rosen -- strategic relationahipe

Richard Wolf -. MS Office, workgroup functions

Mike Homer’s Agenda --
(1) Review of the items.
(2) Go through each category.

Dan Rogen --

Key iasues from MS point of view --

Chris --

MsS‘’s etrategic role and partners in the Internet buainese. WMS believes
set of things that are provided in Internet servers and bzowsers that will

2 in the core operating systema or given away with the 0Sa, as a facility
is someone -- a partner -- who i@ going

sike the Win32 API. What MS needs
to take those core services to bulld on top of them and create golutiona for
cugtomers. MS has some ideasp about what these features are, wheare the line
im, and who the partners should be. All of the relationship points revolve
around critical fact of -- is Netgcape the kind of company that's going to
parcner with MS on this or not? Will MS & NS be able to cooperate & agree
on the line, where it‘'s drawn, atc. If not, companies will compete. 1If so,
then arrangement can be highly beneficial, with *aligned interests®.

JB -- concern about what the line ip, where will it move, who is toc say

where it will move, ete. We would like aspurances as to who gets to move
the line, who says the line will be moved, atc.

Chris -- agrees that that‘s the problem -- there’s a set of services we
want to enable by bundling with the OS. As MS there is benefit to drawing
a line to create a value-add, for =*a* partner. Iz NS that company?

J8 -- ke%nissue comes down to, how much mofley is my partner wmaking. If
he’s profitable, then the line generally moves.

Dan Rosen -- Wants us to both feel like we both won, even.when the line
moves over time. Baeic Rosen assumption is that together we‘re going to
make the market grow more guickly than we will separately. So if we can

do what we’re talking about, the market becomes bigger faster. And smaller

cercentage of large market is better than larger pezrcentage of small market.
30 there’'s a way for both of us to win.,

MH -- go through these items one at a time... o
Client #1 -- what are the viewers and what do they do? Richard and Anthony



.Cake ‘the lead -- Rosen sez: as we lcok at kinds of content customers want,
in certain cases it's worth having a viewer rather than a full program.
* already have a Word viewer. Richard: it expands our market to make
.ewers available Lor thease office apps -- freely availahle far Office app
~oxmats (Excal, PowerPoint, ete.). Chris -- viewers as technolagy are the
core piece you need to accass data on the network.

Suy in black & white stripad shirt --

Blackbird has BBEML format. HTML with extensions for embedding. 1It:g ga way

to lay out cbjects and import them in a dynamic way. Blackbird is an 80~pa._scn
team -- publishing tools for online services. BB tries to do the right thing
or

publishers. Publishers don’t care i

f MS publishes the format, makeag it open.
What they want are enhancements.

Normal browsere will not be able to view Blackbird content.
viewer would make that poasible. Ms hag

5>r not to, but is leaning towards not to

Blackbird
n’'t made a decision to open the format

TR -~ knows that Marc hammers on the open stuff. NS will support HTML.
3lackbird solves a different problem, two-dimensional page layout, and that’s
3 different problem. Trying to embrace HTML rather than displace ic.

JR -- problem with Acrobat ip that it‘s meore oriented towaxds print media,
vS -started from basic principles and is creating definitive electronic
ablishing

story. It is going to embrace HTML. When we started Blackbird, no one knew
the Interner was going to exploda like it did..

lackbird isn’t quite beta -- kind of alpha. MS Interactive Media Conference

oming up in July (18th, in Long Beach); kit will be available shortly.

neninfoemicroscft.com gets you info on how to be a content provider for Msn.

Lote of work in Blackbird to support dynamic content, updacting on the back
2nd. BB is like live verpion of Pagemaker.

JR -- just like the Web made the Internet exciting, Blackbird makes
2lectronic publishing exciting.

‘here are going to be publishing teols that IPs are going to use. There

ieeds to be client support for those tools, and that’g why we‘re talking
about this.

JocObject:

two containers that exist are Bindar and Mail. Others undex development

19 well.  .There will be lots of DocObject objecta. MS is going to evangelize
:he hell out of this. Currently is not MS~s intentiom to license the ability
:0 create containers. MS would consider licensing uas the ability to turn
lavigator into a container, IN THE CONTEXT OF THE LARGER DEAL. Proposal with
siewers is that Blackbird viewer, e.g., would drop into thé Netacape Navigator
container. MS will be putting a lot of work inte thia. The Office Compatible
rogram is fairly easy to get inte, ... BUT:
JocObject APIs have been abstracted out into a layer above the normal Office
compatible program and people who want to use them are picked specificall. by
1S and are arbitrary -- MS reservés right to gay who’'s in and who’s out.
igain, part of the broader discussion -- BOTH for container and for object.

‘There are things we can do if we’'re working together that we can’t do
stherwise.” o
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.Explicit threac that if another browser gets out ahead on this (implicitly
that if MS choosee another preferred ISV}, then we're hosed.

JocObject paper handout]

Catapult APIs -- API set for HTTP, Gopher, MIME, etc.

to extend protocols (by MS). This is the abstraction layer that they want all
ISVa to use. Some of this is gtuff we can just go do; opportunity for a closer
relationship is that "it's closer*. Haven’t decided how they’'re going to be

released. Very open to our feedback; want it. Spec ig stable and Ms ia
uilding

apps to it. In broader relationship, "process and pattern" for this is normal
course of events, where we‘re a gpecial partner.

This is an "opportunity«

Re accessing MSN --

1f we didn’t have a tighter relationehip,

you’d be back to what a normal ISV
can do. If we do have a tight relationshi

_ p -- then you can get tight
ntegration. .

MS has no plans to do thisg, but "it’a on the table as part of the greater
relationship".

There will be a level of MSN content that’sg Web-accesaible. There will be
another level that we charge for. Etec.

MH question -- what does it take beyond viewers to access core MSN content?

"We would be happy to work with you opn making this work, under the righc
circumgtances.*

We do believe that we’re going to have more noses on MSN in 12 months than
ay of gur competitors.*

If someone wants to publish content within MSN, they couldn’t use a Netscape
sexrver to do that. How do you enable a publigher to use a Netacape gerver for
this? Again, something we could make happen in the broader relationship.

Jard questions about what ocur client businese is aftar MS builds in MSN

and our browser -- pointed questions, hosgtile questions, etc. "What do you
2?7

Aould you be interested in having a partnexchip where NS gets all the non-Wingct
stuff and MS gets all the Wing5s stuff? If NS doesn’t want to, then that’'s one
thing, If NS does want to, then we can have our special relationghip.

THREAT THAT MS WILL OWN THE WIN95 CLIENT MARKET AND THAT NETSCAPE
SHOULD STAY AWAY.

DR -- key-business proposition:

There's an arrangement where NS ip a first mover on this new MS platform.
R -- also, we have limited intarest in cross-platform.

fhat parts of MSN worry Netscapa? T

Let's clearly identify areas of competitionm...

SN guy --

“here could be a way where a Micrdmoft Network content affering could -

«n fact be hosted on a Netscape server -- that is, Netacape server software
jets used to run a service that‘s accesgsible to MSN customers.. with MS'’s
surrent MSN economic model in place. It’s on the table -- making Netacape
servers work inside this “logical MSN" -- buc they refuse to talk about it

—— e L e e L we AWM Mmoo ————. - i e BT ]



-until we have the broader relationship established.

le need an ISV who is going to take our Platform and mervices and go
211 chings to people..."

“We conaider Lotus Notes a threat, and if you want to be/compete with
‘Lotus Notes, then we don’t want to give you help.™

We need to know what you’re
figure out how much we want
placform.

going to do on our platform before we can
to help you as a preferred developer on our

JB: How are we a threat to MS? "Lotus Notes is a bi
Windows clients, ete. I don‘t think that we‘d get into the mame type of
strategic relationship -- wouldn’t invita them in -- because some of the

things we’re doing as a company are worked against by Notes.® Multiple
people said this.

g supporter of NT,

JB: What about-.RAS APIs? Mike: That’s a problem. DR: We can fix that
problem. In a perfact world, anyome can plug into that. With a epecial

relationship with you, you’ll be the first to plug into it. Others will
in the future.

DR: We need to give you code. Our alternative is to give you stuff that
wasn‘'t developed for that purpose. There’s internal atuff that implements
internal APIs, and those APIg are only known inside Microsoft. "We have yee

to decide distribution.” JB sez MS has gained advantage as a reault, and
they agree.

" Allard: “Depending on how we walk out of this room today, we have a
solution for your problem..." or elge in 3 months.

DR: “If we had a special relationship, you wouldn’t be in thia position."

Really perturbed because we put so much client stuff on the list, and they
consider the client functionality to be something they build into the platform.

Sarver stuff --

YThis gete inrto the hairy businecss questions that no one wanes to answer."
J Allard.

Obvicualy we have some plana in the future that overlap with your etuff.

BackOffice is a platform and our best friends are ISVs and integratora.

Potential..point of contention --

Single most important element of your businese is NSAPI.'-QpAt's an API.
Therefere that’s a platform. - Horrors. That’s in conflice, with us.

DR: "We share a belief that the Web is going to be a phenémenal area
of growth, and that NT is a preferred way to get that growth happening."

JA: What if Communications Server.drops into Backoffice?
JA: Line i3 drawn above basic HTTP and basic extension API.

Bundling of free eval version of Communications Server is problematic
becauge NT just shipped, won‘t ship again for 9-12 months. But there‘s



:all kinds of things we can do.

‘/JA: agreed that line

is drawn between Communicatiene Sarver and
qamnercae Serxrver.

-JA: If we were to medify NSAPI and start bundling it as part of our
platform, what would your regponse be on non-NT platforms?

DR: "If we look out two years there’ll only be one platform anyway. "
“1f you can shoot for 95%, why can’t we have 100%7*

DR: "The Internet is the democratization of network computing.

JA: "What could you do with NT and Excel?

e ittt There‘s lots of things we
can do together

Authoring --

We’'re not going to publish the Word formar. "We want access toc data formatas
to be open through code and not specifications.”

"We’d like to find ways to work together so there‘s ne surpriges.*

"We don‘t want to be in a eituation where on Windows You’re switching
to somecne else’s because the data formats changed on us."

TR: "It would make me feel a lot better to formalize thias..."

DR: "Together we are going te be market lemders -- rather just exert
market leadership ourselveg.®"

quity --

If we're doing a deal of this scope, we would gee an equity investment
as a natural extension of that.

JB: Are these other things dependent on thege?

"It certainly ien‘t independent. If the meeting had turned out
differently and we wers going to compete in a lot of areas, then we clearly
don‘t want to do this. But if we‘re going to cooperate a lot we think it
would be beneficial to do the investment and have-active participation in
the company. It makes it eagier to do all of the abave. It’s a weak
condition. We’d like you to comsider it. Wa're reasonably seriocus --
discussed with Bill/Nathan/Paul. Positive motivations: gives ugs more
insight into your dizection., makes us want to invest more in the above
areas, it makes it easier to do everything on this list. It means we’re
gsort of engaged -- it’s a stronger form of friendship. Our investment

in any Internet-related scftware company, when they go public,.aignificantly
raises the valuation when that company goea public. If B4i1l Gates thinks

i company is good enough for his money, it‘s goad enough for investor's mone

completely

) O
"Our ability to have a tighter relationship with you -- it-would raise

our comfort level -- versus doing thege thinge with some othar developer --
it’'s a weak condition. It’s an influencing role we want_"

2 the platform -- what will M§ do:on the platform =ide for 6 montha?

They know what’'sa coming out in August and slightly aftex Augu:::_
fhey have lots of ideas for 12 months out, but no solid plans. !



.Process question? --

Tey’ll go draft a set of lines in tha sand, and then Netsecape will
siC Re d and gec all-day briefingas and have brainstorming segsgions.

JB: What are the principles?

They want us to provide ligt of things we wane to see above the line,

They want us to give tham all our ney product ideas, bagically.
E.9. what would we like from MSN?

JB: Why are we so important?

JR: “The net causes all sorts of new paradigms.
network businesses,
~e are entering businesses ag MS that go beyond our tra

Therefore we need to eelect partners.
3 core group of partners that You have a cloae rel’

“hat MS has come into in
“ompetencien.

crusc.

resource is people..
a partner where that

N: Compare it to UlNet.
‘re a pure SW company,

We realized right away we needed 4 partner in the a

30 we got UUNet, close relationship, invest time and money,
Ae look at other areas and say,

Joing to build an Intemmet platform,
and you guys are wonderful and so on...
compacible with MS, and a lot of other Companies are not.
invest energy inte this partnership,
align visions so both sides can win over tima?
- it's a significant issue for uas.
investment will pPay good dividends, etc.-

One of the things
ITV, MSN, etc. is that
ditional core
You need to get
ship with and you

ete.
we really need paople where, if we'ye
we need cne preferentcial partner
Netscape is basically

If we
Can we
Our most precicus
SO we want

things will happan.

UUNet is not in MS’s business, at all.
YOu ares too, why partner up too much?

DR: "Our biggest leverage points are from other software companies.
We wouldn‘'t be very successful if only MS apps ran on MS platforms.

That‘s why we’re a platform company.
just one particular company...*

We don’'t usually go invest in

JB: How many SW companies do You have investments with?

JR: “"Lightspan, UUNet, etc.

time is more things like this.
Jartners."

Marc Andreessen
Netscape Communications Corp.
Warcaenegscape.com

irc Andreessen
itacape Communications Corp.
ircasnetscape.com

A lot of acquisitions.

Our trand over
Trying to find ways to be betrer

-’

ccCess businees,



