CONFIDENTIAL MEMORANDUM

HIGHLY CONFIDENTIAL

Subject to Protective Order in

From: Rav Soinik Nos. 1:98CV012332 ang 1:98CV01233)
. U.S.D.C.. Distnet of Columbia

To: Distribution

Re:  Proiect Mercury Quanutative Analysts

Date: August 26. 1996 No. ot Pages: 14

As we discussed. [ am circulaung this preliminary analvsis ot the Mercury economics with an
emphasis on the subscriber acquisition channels. Any comments are welcome. Back up s

attached.

Summary
. The expected number of subscribers rrom either the Microsoft or Netscape channels is

approximately 20.000 to 40.000 subscribers per RBOC through the end of calendar vear '97.
2. There 1s a high degree of variance depending on model assumpuons (3,000 subscribers for a
downside case to hundreds of thousands upside).
The Microsoft deal significantly outpaces the Netscape deal strictly on distribution of the
Windows OS vs. the Netscape OEM deal 125.000 vs. 7.500). :
4. The overall Netscape deal inciuding retail distribution of PE and online channels outpaces the
Microsoft deal by 13.000 subscribers {40.037 vs. 26.745). This includes an assumpuon of
26.000 subscribers from Netscape's retail channel.
The Netscape deal has iwo additional acquisition mechanisms (Website Advertising and
“Click and Switch™) to spread the nisk ot any one source of subscribers not working.
6. Cost savings associated with a free browser amount to almost $1 muilion between Q4 ‘96
throuzh Q4 97 (assumes 220.000 subscribers. $12 opportunity cost per browser).

(W93

h

[ssues
Some key issues when thinking about this analysis are as follows:

I. Will Microsoft somehow implement a set up program in Win 95 that present some kind of
splash screen or equivalent that entirely upstages the Netscape desktop OEM icon / referral
server?

What will be the impact of how Microsott implements the referral server: 3 phonebooks
(MSN. Internet OLS), preference. number ot ISPs inciuded. retail [E bundle with one

preferred ISP (MCI?) ?

12

-2 QOVERNMENT

3. Can Netscape pull off what thev are commutting to -- especiaily retail? 1BIT
1. What are reasonable activation rates for each channel?
(One more page of summary)
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Table I - Analysis Summary For A Typical RBOC =

|

Key Senswm_e_s

|Sensitivity Case: Downside Base _ Upside
-Subscrrcers 04 96 threugn 04 97) i
‘Microsoft Phonepook - OEM ana Retail W95 3.493 125193 217.669 |
Micresoft Retal NA NA NA T
‘Microsoit |E Dewnioaas 37 1.552 17.700 |
I Mcresoft Totat 3530 26.745 235369
;Nefscaoe OEM Phonepook - 72é_ T 530 3 223 845 T
,Netscape Retarl 1.349 ) 26 011 B 118 374 .
[Netscape Web PE Downioads - It 3386 5312
[Netscape Advertising 1244 3,110 6.220
Netscape "Click and Swrtch - - b
Netscape Total T N 3372 __40.037 403,551 | |
Microsoft - Netscape ' 158 (13,292)  (168.182)]

i E ther assume !hese are upsrde or thev are rnc!uded in the PE Downloads Deal

Impact on Base Case:

7 From 25% to 15% B

(Subscribers Q4 '96 through Q4 '97) Microsoft © Netscape
Reduce Number “of ISPs by one in the referral server 5.349 . 8,386 N
Decrease Actlvatron Rate For Netscape Retall NA (10,404) B

= Base case assumes a 20% market share.

HIGHLY CONFIDENTIAL

Attachments Subject to Protective Order in
Nos. 1:98CV012332 and 1:98CV01233)

A. Summary U.S.D.C.. Distniet of Columbia

B. Sensitivity Analysis Table | - Assumptions Inputs

C. Sensitivity Analysis Table 2 - By Input Variable

D. Acquisition Channel Analysis - Forecasts and underlying assumptions

Base Case. Downside Case, Upside Case

Consumer Behavior Distributions

OEM PC Shipments - Netscape Software Deals List
Browser Cost Savings Analysis - Preliminary
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HIGHLY CONFIDENTIAL

Sublect to Protactive Qrder in
Nos. 1:98CV012332 ang 1:98CV01233

Mearcury1-1 xis B-Senshivity Table 1

)

U.8.D.C.. District of Columbia

Priprietary and Conlidential

DRAFT Subject 1o Group Review

Project Mercury Quantitative Analysis
Sensilivily: Analysis Table 1

Sensitivity Case: e _ ______Downsi _Base Upside
Neiscape  ~ = " T
OEM DEAL
OFM Shipmenis 8.000.000 10.000.000 16.000.000
Percent Domaslic . 30% 40% B0%
Domestic Corporate 17% 22% 20%
Domeste Consymes 13% 18% 0%
Percent of Consymers Who Click troternet Icon 21 7% 27 1% 48 8%
Mictosoll Mulbpher lor \con Chck -20™% 0% 80%
Percant o Consumers Who Rngister 26 0% 32 5% 39 0%
Muliipher 20% Yo 20%
Fereent of Consumers Wha Mieman Qualied Subscrbers 49 8% 62 2% 74 6%
Multipher -20% 0% 207%
Perceny to_Select RBOC Sub Rouling
Percent Of Natianal Users 10 Salect RBOC 2.4% 1.3% 15.6%
RBOC Shara of Nabonal Market 15% 20% 25%
Number of Providers in Phanebook . ? 55 4
RROC share of phonebook space 16% 36% 63%
107% 100% 150%
Net ™ of Dinmasie Consiumers Who Become Quatied Sibs 0 066% 0.398% 2.219%
RETAIL BUNDLE DEAL
S wnt Vol 1996 150.000 300,000 - 400.000
Shiprnent Yol 1997 1.000.000 2.000.000 2.500.000
Achvation i3ate 10 0% 25 0% 35 0%
Pewent of Arwatians That e an Qualtied Subscribers 49 8% 62 2% 746%
-20% 0% 20%
Paccent Of National Users 10 Seiprl AROC 2 1% 7 3% 15 6%
PE_DQWNLOADS DEAL
Current t AN Versian downloads - Daily 49.000 70.000 77.000
Cutrent | AN Versinn downloads - Annyal 17.885.000 25.550.000 28,105,000
% Downloads that are Consumers 40 0% 50 0% 60 0%
Domest Download Percent 43 8% 62 5% 75 0%
Personal Edibon Downinad E stimate (*» of LAN Version) 50% 15 0% 30 0%
al Downinads 15,404 1.197 656 3.794.175
Aclivaton Rate 25% 50% 10 0%
FPetrent of Artivatons That Memam Quathed Suytiscribiers 49 8" 2% 74 6%

Page R 2
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HIGHLY CONFIDENTIAL

Mercuryl-1xls B Sensilivity Table 1

Subject 2 Pratect:ve Order in
Nos. 1:98CV012332 ana 1.38CV01233)

U.S.D.C.. Dustrict of Coiumbia

Proprietary and Contidential

DRAFT Subject to Group Reviaw

Project Mercury Quantitative Analysis
Sensitivity Analysis Table 1

Sensliivity Case:

Fore pot OF Natinnal Lisers 1 Select ABOC

ADVERTISING

Contrar fual Advertising Cormmitment {$000)

Targrl Acquisttion Cost P'er Subeenber

Toial Subsrnbers

RBOC Share of Natonal Marke!

Percent ol Consumers Who " nan Qualfied Subscribers
RAOC Qualihed Subscnhars

CLICK AND SWITCH DFAL

Downalde

Faqge R 1

24"

2.500
150 00
16,667

15%
50%
1244

7 A%

2.500
100 00
25.000

20%
62%
2110

Upslde

2.500

31,333
25%
5%

€220

A26/96

Vi3
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Mercuryt-1xls  B-Sensillvity Table 1

Project Mercury Quantitative Analysis
Sensitivity Analysis Table 1

Sensitivity Case
<soH

PHONE BOOK

Mt rosall WOG 1997 Sh
Miciosoll W 1y 1007 &
Win 1t 96 97 Growth Fate

Poriont ol Contogmn o Who € le ke liternet Ioon

e Whin B

e, Who Blencay Qe Sohige shorsg

Fercenl to Select RAQC Sub Routine
Percent OF Nabonad Lisers to Select FIRQOC
RAOC Share of Natonal Market

nboak

farOe - b e e

Het™? o aan neee Whn [l alhind Qohe

T hownilearts that are U oncrengn
Domeste Dawnke
“LDowndoaded NOT onto a { AR
> 1P Ay

QNENINEI

1Al Dl

Actwvation Rale
Percont of Arbvations That Doy O it

Fereont OF M 1o

Proprletary and Conlidentinl

DRAFT Subject 1o Group Review

Comments

Aase case from DQuest, Upside is Ix downside variance
Denivead

i mndel

Industry average tor PCs is 40%., Microsolt rlaims their domaslic percentage is 50%
Mirtosoft chame A0% ol ther custnmers are consnimers (as does Nelscape)

Oanvad kkom Cansumer Brehavior Sheet

Plugs (v q L PEE 22 5% of Netscape hits are trom the Pacibc Region)
Plugs
Calealaten based on proportion of number of 1SP5 1 the phanehnok

Caleutalinn

No data currently availa

Itig arey s tsed o nermabze the analysie campaed 40 Netse e punl

Netscape suggests 25% ot ralal deal, 100% upsude 507 dnwnside
ok arel same as Nelscape

Same ac phonelinnk

Pagr D 4

HIGHLY CONFIDENTIAL

Subject to Protactiva Order in

Nos. 1:98CV012332 and 1

98CV01233)

. District of Columbia

usbh.C

Netscape clams 62 5% of hits are domeslic. used same assumption for Microsolt, 20% on The upside, 30% on the downside
sy a it hiased lowards Nelscape since IE only rns on Was nght now

AIP6/06G

vi3
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Microsol clanns 1 mdhion downloads it abayl the trst ten days since lannch, teduce by 30% for base case due to faunch blip, 10% upside, 30 downside
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Mercuryt-1 »s  B-Sensilivity Table 1

Project Mercury Quantitative Analysis
Sensitivity Analysis Table 1

Sensitivity Case:
Netscape

OEM DE AL
OF M "t

MNomesie
Ce
[

Porcent of Consumers Who Chek taternet 1eon
Mit roswolt My

o tor e on (e k

wre Whn Aamctor

T Quhecnbierg

» Select RBOC Sub Houtine

1at tseis to Select BROC

RROC Share of Naheral Market

Numbier of Peoviders in U honeogek

oy,
M

oy o

e Nighig

HETAHL BUNIDLE DE Al
“ i Volime 1996

wre

aAn Celer t RO

PE DOWNLOADS DE AL

[
Cane

ent L AN Version dawnloard=  Mly
M AN Veraion downboar. Aviggat

®= Downloads that are Coe

d Poerp
WEE e (75 0l AN Visrgung

Domesie Dowel
Personal Eritinn Dowet,
Aot Downloaed .

s Fate

Actwa
Forcent of Activabons That Tlomgm Quahfied <

Pinprietary and Contidental

DRAFT Subject to Group Review

Camments

Upstde 15 3x downside vananee
Neltscape ctaims 90% domestic
Netscape clanms 0% ol bundles are consumer (BillWhite. B/20/96)

Netscape clmmis 80% of hundles are consumer (RiWhiln,| B20/96)

Same as Mirrnsait
Pluy

Same as Microsait

Same as Mictocoll, Nelscape claims 90% slay on lor 60 days

Calcutation
Same as Mu rasoft

This takes into account prefarence. branding

Prolereners tranwing

Nelscape suggests a 25°% rate
"0 ays payinng customers, same a5 OEM deal

Same as OF M elnal

10% on the npsdie. 0% on the downside - same as Micrasalt

No data curtently avalable. same as Microsolt

Ansume all ¢

met Netseape suggests A0

Same as OF M deal Netecape suggest 90% ramain for 60 days

Pane A 4

Netscape suggests 25% lor retad deal, 100% upside, 50% downside s;

HIGHLY CONFIDENTIAL

» as Miciosofl

Subject to Protective Order in
Nos. 1:98CV012332 and 1:98CV01233)

U.8.D.C., Distnet of Columbia

Nelscape claims 62 5”5 of hits are domestic, used same assumplion lor Micrasnlt 20% upside, 0% downside

Vi3
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Metcury?-1 xls  B-Sensilivity Table 1

Project Mercury Quantitative Analysis
Sensitivity Analysis Table 1

Sensitivity Case-
Prrecent O Nabanal Lsers tn Selert RAQOC

ADVERTISING
Conkartual Advertising Commidment (SO0

of Consumers Who Bemam Quahtod Subisriibers

CUICK AND SWHCH DE AL

Propcdetary and Confidential

DRAFT Subject to Group Review

Comments

Same as OFM deal

This value dors nol take Into account any discounts ol the rate card
Ttis value exc ludes bounties. pusposefull conservative estimates

Same assumplions as OEM deal
Same assumphons as OEM deal

_ﬂ::.: assump these are upside ot they ase included in the PE Downloads Deal

Page B 6
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Subjact to Protactive Order in
Nos. 1:98CV012332 and 1:98CV01233)

U.8.D.C., District of Columbia

BI26:96

Vi3

SBCMS000160

1117 AM



Mewcuryt 1 uis | C-Sensitivity Table 2

Project Mercury Quantitative Analysis

Sensilivity Analysis Table 2

DRAFT Subject to Group Review

Impact of a 10% variance of the input variable on total subscribers:

Other Assumptions
Rase Case

Sensitivity Case-

Forepat nf Co

e Whn Plegicte s

Florcom ol Concannere WHo $ e Quah

Ppic
e

fROc

t= 1097

Percent Domestic
estic Comporale
Domeshe Conaumer

Petcpat of Consimmets Whe

Prorcent of Comaumiens, Who Pusgete

Por ot of Concamer, Whe Bomcin Oy

Prentietary and Confidential

Tolal

_ Subscribers

lenn

s e ——

_26.745

2".265
NA
NA

20 268

Pt A i

HA

40.037
40.790

NA
NA

1here

Variance

NA

9 4%
NA
NA

NA
NA
Ban

AUE A

a4,

a4

q4-.

94°.

24",
111

NA

Comments

10 0% impact on just W95 Deal subscribers

Hmpact on Just W a5 (eal sytisceabers

T mpact onjust W9 Deal subsenboers

107 impact on just OEM subscribers

Page C 1
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Subject to Protective Order in
Nos. 1:98CV012332 and 1:98CV01233)

U.S.D.C.. District of Columbia
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Mercuryt -1 xis | C-Sensitivity Tabile 2

Project Mercury Quantitative Analysis
Sensilivity Analysis Table 2

Impact of a 10% variance of the input variable on total subscribers:

Other Assumptions

Base Cnse

Total
Sengitivity Cnse- Suhsacribers

WO
43 730
14 140

“ Whier Oy e Subs

4?7 299
12 IR

o Sohing nbsg e

Doy
Arnnggl

40 376

Suharnbersg

40 341
A0 Rt

ernon Pl S rdao o

CLICK AND SWITCH DE At

Preprietary and Conlidential

Varlance

92°,
1027,

DRAFT Subject to Group Review Vi3

SBCMS000162

Commenls

Subject to Protactive Order in
Nos. 1:98CV012332 and 1:98CV01233)
U.S.D.C.. District of Columbia

HIGQHLY CONFIDENTIAL

10% wnpact on just OEM subscribers
T, Note  This value lows thee

gh all channels

8 7% wnpact on just Realail.subscribers (nat a Toll 107 due 1o 96 impart)
1o st Retall subarahers

10% impact on just Dnwnload subscubnes

st Adveriising subscibers
ust Adverticing suybecnhers

Pagr C 2 REPE/MG 1 111 AM
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Project Mercury Quantitative Analysis
Acq annel Analysis

DNAFT Subject to (rouwp Review

Micronoft Vs, Nelscane
M reanR Toial Quakbad Subscribges
Natarape Total Qnatlind St rhers

Varaue -

Microsoft Forecnst

M iosoh
Pl OLM o

i WhHn Hoe cirin Cxgabitie] "ol

Mol Baedeone of (bt * s e Wt

o st al Hytwagl b g [1ls0}

Net Nurgar of Quaitie:) Subsuiteers 1 Qowiksads

Micinenf Ar

Mkresofl Supperting Assumptions
Fhanebook Dosd
My cx i W
Moo MWUIL 1

HBOC Sub Novire

al Usprs 1o Sabacf FIRICY

Canflantinl med Propristary

Case: Base Case: Base
aiLpe Q298 @ pe [+ °1¥ 74 o2y n o n Tota) Totl Ival Comments
NA NA NA sm asx| 3] s | 7.400 s | 20,063 0.748
] HA N 44020] S840 1865 10212 e8| s | azen0| 2w
NA NA NA ~ 139] RN 302 5210 . (6163 _ 135 _  ue9n] | _. (15.554)
1998 1997 Ovamit
Q9% Q% Qe L3 Q @ 97 Q9 Q4 97 Tolat Total Total Commenty
9 FNS 12 n20 16 R4& a7 12 60% 1172 11 R4 45 726 O D00 105 726 |96 # 3 from [Wprast A/16/96 apply anannatty hioin Q. 1n 97
L IGE 40 1706 80 “? an T hony 2 nan 22917106 # 3 from [puast 816796
1)acrease irom 95 (39 66F) In 96 {20 907)per DOUMS! 8 8 was 47
AN, HR N, 1A 0% LY 5 LLE LY A 0% 1A 0%
LRLELY LRLELA 0187, [\RLY LA am NIRI% [RLELN [ran net 1ake ket Acconnt 90 day 1ag imn 1n bacama ruaimed sub
L) Na Na <arn 1218 a“n LW17] 7119 san 19227 25,191
6 A8 6 A 6 A8 6 A8 L L _ 6 AR 25 %80 _ QI
50 0% 50 0% 50 0% S0 0% 50 0%
67 %] 67 5% 62 5% 67 5% 625%
10 1 0%, 15 0~ 15 My 15 0%
299 299 299 299 299 | 290 [RLTY| 1497
< o) 50% 50% sov 0%
L arad R2 2% 2 7% 62 2% £2 2%
LI LN 1%, 1w, 1% 1
Jae U || | - N0 C_9l S e 12421 _1.5%2
5702 1526 4,453 5,495 490 | 5,782 20963 | 28,745

Soencliviy Anakysic
Multgher

nv,

&0 ono

Model Yakie  Lomments

1

rwih Fiom QR [Yowest 95 In B6 nimetes waq 47%

Rasad nn HAQ nalditional Resaaich 496 PC Shpmente MG rlanne G0s,

rlaune ANT Ll bemaste 1o

Ihet Ascunins anm nther £mbnn Sanvy acicnn sna MAN o anst o Navigater
RLERIT IRTAY TR FITRY

® ruimher of ISPy In the honk

™ dlMun anuEney

MBOC gats a peerala eharae o sageshania duartly prapodnoate

1 vt cor pucspestnss of nomba o 167 1 the plenebeonk

ee v Flhoonte el

W e gbesf deined w el s . opea
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Mowtryt 13l | ) Arguaainn

DRAFT Subject o Group Review via
Project Mercury Quantitative Analyslsy
Actusition Channel Analysis Case: Base Case:  Base
; g
Netscope Foreces! Q% Q@ Q9% Ot 2% aie? @ Q@ QY Tota Tow ot Comments 0
Nrtu any —~
OF M Shipmants (000) S0} 1500 2000 2%00 40008 <on 0 ONO 10 500 [€ stimatad st TOMM peavidad try R Whita 04 95 Wating fnr dats o
o
. Dewnestic Crmsumme 1R 0% no% MO0% 10 0% sox "o 1B0% 18 0%, 0
<umm s Whe Bagpine Ouatitiad Sioha 0.398% Q0% 0.090% 0.390%) 0.098% 0.399% 0.390% 0,390 .
el Catim il wo 1076 tau 1,701 2 A RIx) T 7 530 [Doss nof take miln scecow 90 day Ing e 10 hacome quatfied sub m
0
v (00 200 2718 440 &R0 825 W0 2200 2 500 m
26| %% 25% 25% 25%| )
76 000 €8 750 110 000 165 oon 206 250 75 000 550 000 625 000
1se nilaen 46 K50 47783 AR 420 N2 630 178 784 4R R0 u 100 A 760 (Nowe not take Inio sccount 90 day lag time 10 bacome nuabmd sub
™ ™ ™ ™ 7] tisa wame assumption as hundia das
3,01 7,110 4975 7,464 LR LY 2 24 pAD 20211
299 299 w» 299 299 299 1198 1497
o 1% 5% 5% 5%
(g 15 15 15 15 15 15 60 75
EERT IO S 1Y 9 9 9 9 9 0 17 ar
P ot 4 MNabonal Hivers By " onlew 1800 ~ﬂ¢ ~* ~Mo NM- Ni- 1 lem xamp as<imptnn na baredin dnat
[ S T T B P 617 67! (14 617 677 (3] 2,1m R
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Exhibit C Nos. 1;980V012332—ér'1lc'! 1:9;6\./(;”
U.8.D C.. District of Golumpi

[AS Attachment to Term Sheet

L. Company Infrastruciure:Deliverables.
L Requirements {or Internet Access Infrastructure.

Netscape requires, and Company agrees to establish and maintain the infrastructure for Internet
access as described below in order that Netscape may provide Subscribers with a choice of

competitive [nternet access services:
(a) All POPs must support PPP, with PAP/CHAP compliancy.

tb) Suppor for POP3 or SMTP mail servers.

(c) Suppor for NNTP for news.

(d) Verificauon that each new POP works with Dial Up Kit.
{e) “Free" test accounts for testing Dial Up Kit.

1.2 Requirements tor Account Creation [nfrastrucrure.

Netscape requires, and Company agrees to establish and maintain the infrastructure for Account
Creation as described below in order that Netscape may integrate Company with Netscape's [AS:
(a) Installation of Netscape's ISP Protocol Server (REGD). including SSLD
Security Server. on a Unix-based system. Both server front-ends are
provided by Netscape to Company.
(b) Support for real-time account provisioning. Once an error-free account
creation process is complete. Subscriber must be able to access
Company's service through Company's POPs, with a delay of no more
than 10 munutes.
(c) Support for creating “Free™ test accounts for testing account creation
process. and Company's Infrastructure.
(d) Support for capturing and reporting the REG_CHANNEL identifiers and
total number of subscribers for each REG_CHANNEL idenufier.

2. Review and Approval of Company Pages. Netscape will have the right to review the

content and format of each Company Page prior to including any such page in the IAS. If
Netscape determines. in its reasonablediscretion, at any ume before or after delivery of any such
page by Company that such page contains any material, or presents any material in a manner,
that is not appropriate for use in the IAS, Netscape will inform Company of such determination
and, if such page is already incorporated in the IAS, Netscape may immediately remove such
page from the IAS. Instead of Netscape incorporating such Company Page in the LAS, Company
will deliver to Netscape a revised Company Page that Netscape determines. in its
reasonablediscretion. is appropriate for use in the IAS. In no event will Netscape be required to
incorporate any Company Page or other information in the IAS excepras described in this

paragraph.
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Subject to Protective Order in
Nos. 1:98CV012332 ang 1:98CV01233)
U.S.D.C.. District of Columbia

3 License Rights. Company grants to Netscape a non-exciusive iicense during the term of
this Agreement 10 use. reproduce. eiectronicaily distribute. publicly display. and publicly
perform the materials delivered to Netscape by Company for presentation on the [AS. Nothing
in this Agreement gives either party any exciusive marketing or distribution rights.

Company rurther grants to Netscare the right to use Company s trademarks. irade names.
servicemarks. and/or logos in any adverusing. promotional. and other marketing matenals for the
[AS in a manner consistent with Company s standard trademark usage, and in each instance.
subject to a Company's approval. which shail not be unreasonably withheld. Netscape will

subrnit samples of such materiais to Company from time to time upon Company's request.

4. Technical Support. Netscape will provide front-line (first line) technical support to users
of PE and Navigator Gold PE during the account creation process in accordance with Netscape's
then current technical support poiicies. Company agrees to provide back-up (second line)
technical support to Netscape dunng the account creation process for users of PE or Navigator
Gold PE that are trying to create an account for the Company's Internet access services in
accordance with Company's then current technical support policies. Company will have sole
responsibility for end user support tor Internet access services once the user has establ’ 2d a

functioning connection directly to the Company.

5. Records and Reports. Company shall use the “REG_CHANNEL" identifier passed
through during account creation to sort and total the number of subscribers for each REG

CHANNEL idenufier. Within thirty (30) days after the end of each month, Company will deliver
to Netscape in writing or by secure e-mail a report in the format as specified below showing the
number of Subscribers acquired by Company for each REG_CHANNEL through the IAS, that
have become Qualified Subscribers. Bounties are due and payable net thirty (30) days after a
subscriber becomes a Qualified Subscniber. Company will maintain. for at least eighteen (18)
months after termination of this Agreement. accurate books and records relating to Subscribers
who signed up for Company's services through the [AS. Netscape shall have the right to audit
Company’s compliance with this section 3 including, without limitations, that the number of
Subscribers per REG_CHANNEL reported to Netscape is correct purusant to the audit provisions
of the agreement previously executed by the Company and Netscape.

REPORT FORMAT

REG_CHANNEL:s Number of Subscribers

Example: NSCP1001 1,207 subscribers
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Netscape's back-end technical support services shail include the foilowing:

a Back-end Support. Newscape wiil provide back-end support to Company for
Program Errors not resolved by Company pursuant o Company’s support poiicies and
in accordance with subsecton b. below. This support includes efforts to identify
defective source code and to provide corrections, workarounds and/or patches to
correct Program Errors. Netscape will provide Company with a telephone number
and an e-mail address whica Company may use to report Program Errors during
Netscape's local California business hours (Sam - Spm PST). For priority 1 or 2
failures, Company agrees to notify Netscape via telephone, fax and/or e-mail.
Company will identify one (1) member of its customer support s@ff and an alternate
to act as the prmary technical idaisons responsible for all communications with
Netscape's teciuucai support represenmiives. Such liaisons will have sufficient
technical expertise, traning and/or experience, for Company to perform its
obligations hereunder. Company will designate, in writing and/or e-mail to Netscape, \
its liaison(s) as soon as possible arter the Effectve Date, and may substitute contacts
at any time by providing one (1) wesk's prior written and/or electronic notice thereof

to Netscape.

Netscape will use its best eiforts to correst significant Program Errors, commensurate
with the cature and severity of the Program Errors, and in accordance with the terms
of this Atachment E, that Company identifies, classiSes and reports to Netscape and
that Netscape subsmandates. Company will provide sufficient information for

Netscape to enable Netscape 1o duplicate the Program Error before Netscape's
response obligatons will commence. Netscape will not be required to correct any
Program Error caused by (a) Company's incorporation, armachment of a feawre,
program or device to the Netscape Products, or any part thereof; (b) any
nonconformance caused by accident, transpormtion, neglect or misuse; (¢) alteration,
modification, or enhancement of the Netscape Products, provided such alteration,
modification or enhancement is not made at the dircction or authorization of
Netscape; (d) the failure to provide a suitable insmllation environment; (¢) use of the -
Netscape Products for other than the specific purposa for which the Netscape Products
are designed; (f) use of the Netscape Products on any systems other than the specified
hardware platform for such Netscape Products; or (8) Company’s use of defective
media or defective duplication of the Netscape Products.

Provided Program Error reports are received by Netscape during Netscape's local
California business hours (Sam - Spm PST), Netscape will use its best commercial
efforts to communicate with Company about the Program Error, via telephone or e-
mail within the following target response time,
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Priority Failure Description Rasponse Time
Faml (o useful work can be done). .0 hours
Severs [mpact (Funczonality disabled): Ecrors i working day

which result in a lack of applicazion funcsznality
or cause inzrnitent system failure.

Degraced Cperatons: Ecrors causing maifincuon 23 working days
of non-critical funcaons.

Minimai Impact: artributes and/or optons 1o Next release, on

utility programs do ot operate as stated. a business
justifiable basis

Enhancement Request. When applicable

o =

Netscape will use best commerc:al efforts o resolve each significant Program Error
by providing either a reasonable workaround, an object code patch or a specific action
plan for how Netscape will address the program and an estmate of how long it will
take to recufy the defect. Netscape reserves the right w0 charge Company additional
fees at its then applicable rates for services performed in connection with reported
Program Errors which are later determined to have beea due to hardware or software
not supplied by Netscape. Notwithstanding the foregoing, Netscape has no obligation
0 perfcrm services in connecdon with (i) Program Errory resuldng from hardware or
software not supplied by Netscape; or (ii) which occur in the Netscape Product
release wrich is not the then current release.

b. Eroni-line Suppor. Company, and not Netscape, will provide front-line, or first
and second level, technicai support to its Distributors, Registered Users and End
Users. Such support includes call receipt, endtlement verification, call screening,
insalilation assistance, problem idendfication and diagnosis, product defect
determinazon, efforts to create 2 repeatable demonstradon of the Program Error and,
if applicable, the distribution of any defective media or Updates. Company agrees
that any documentation distributed by Company will clearly and conspicuously state
that Registered Users and End Users should call Company for technical support for
the Netscape Products. Netscape will have no obligation to furnish any assistance,
information or documentation with respect to the Netscape Products, to any
Distributor, Registered User or End User. If Netscape customer support
represenanves are being contacted by a significant number of Company’s
Distributors, Registered User or End Users, then, upon Netscape's request, Company
and Netscape will cooperate to minimize such contact.
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\
WELCOME TO THE —
NETSCAPE INTERNET ACCOUNT SERVER

With Netscape Navigator Personal Edition. you can automatically create an Internet
account with a Service Provider. Please select from one of the options below.

dLocal Bell Internet Provider for your area code (77¢ ) )| BELLSOUTH,mt |

‘L ng Distance Companies ther Telecommunications Compani

dMore Internet Service Provider Choices
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U.S.D.C.. District of Columbia
IAS Term Sheet Attachment (%

i Company Infrastructure/Deliverables. ?

i1 Requirements for Internet Access Infrastructure.

Netscape requires, and Company agrees to establish and maintain the infrastructure for Internet
access as described below in order that Netscape may provide Subscribers with a choice of
compeutive [nternet access services: | o

—{a) All POPs must support PPP, with PAP/CHAP compliancy. -t '
. (b) Support for POP3 or SMTP mail servers. AT
- (c) Support tor NNTP for news.
(d) Verification that each new POP works with Dial Up Kit.
F % —(e) “Free” test accounts for testing Dial Up Kit.
1.2 Requirement Account Creaton [nfrastructure.
Netscape requires, and Company agrees to establish and maintain the infrastructure for Account
Creaton as described below in order that Netscape may integrate Comipany with Netscape's [AS:
(a) Instal'~tion of Netscape's ISP Protocol Server (REGD), including SSLD
Securny Server, on a Unix-based system, Both server front-ends are
provided by Netscape to Company.
(b) Support for real-time account provisioning. Once an error-free account
creation process is complete, Subscriber must be able to access Company’s
service through Company’s POPs, with a delay of no more than 10 V"‘

. —_— Yy 4
minutes. N\t
(©) Support for creating “‘Free” test accounts for testing account creation
process, and Company's Infrastructure.
/(d) Support for capturing and reporting the REG_CHANNEL identifiers and
total number of subscribers for each REG_CHANNEL identifier—_

2. Review and Approval of Company Pages. Netscape will have the right to review the
content and format of each Company Page prior to including any such page in the [AS. If
. Netscape determines, in its sole discretion, at any time before or after delivery of any such page by

*  Company that such page contains any material, or presents any material in a manner, that is not
appropriate for use in the IAS, Netscape will inform Company of such determination and, if such
page 15 already incorporated in the IAS, Netscape may immediagely remove such page from the
IAS. Instead of Netscape incorporating such Company Page in the IAS, Company will deliver to
Netscape a revised Company Page that Netscape determines, in its sole discrefion, is appropriate

for use in the IAS. In no event will Netscape be required to incorporate any Company Page or Y

other information in the IAS except as described in this paragraph.

3. License Rights. Company grants to Netscape a non-exclusive license during the term of v
this Agreement to use, reproduce, electronicaily distribute, publicly display, and publicly perform
the materials delivered to Netscape by Company in connection with the IAS. Nothing in this
Agreement gives either party any exclusive markeiing or distribution rights.

/Company further grants to Netscape Lhe nght to use Companv s trademarks trade names,
S “servicemarks, and/or logos in any-ad prometionalandot P 4
_Brai’UE‘KIt‘amHhe IAS in a manner con51stent wn.h Company s standard trademark usag 4
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" Netseepe-stratt frave the right, no more than once per twelve month pcnod upo

L \p(s - T
1. Technical éupport Netscape will provide front-line (first line) technical support to users of

&
the Dial Lip Kit during the account creauon process in accordance with Netscape's then current )/,
technical support policies. Company agrees to provide back-up (second line) technical support to <
Netscape during the account creation process- Company will have sole responsibility for end user

support for Internet access services once the user has established a funcuomng connection direcdy _

to the Company. _ N C 5*)*«,1 o 1 g\,g—
S. Records and Reports. Company shall use the "REG_CHANNEL" identifier passed

"

through during account creation to sort and total the subscribers for mmquewmkeemmumg 7
“—:reured‘bvﬁmcape Within thurty (30) davs after the end of each month, Company will deliver to '
~ Netscape in writing or by secure e-mail a report in the format as specified below showing the
number of Subscnbers acquu'ed b\ Companv ror each REG CHANNEL through Lhe LAS Lﬁl\
: \'b"r_‘JL\"_'l
books and records relating to Subscribers who signed up for Compary's-sep \7

asqnable pnor
written notce to Company, to have an mdcpendent third party venfy that Company s comniptia

oy iV z
L B

/
REG_CHANNELS Number of Subscribers 1

Example: NSCP1001 1.207 subscribers
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U.8.D.C.. Distnet of Columbia
ATTACHMENT 5/

OEM MAINTENANCE AND SUPPORT

1. aintenance’ Uodates. In consideration of the Matntenance and Support fee set forth in
Attachment B hereto, Netscape wiil provide to Pacific any Updates made generally available during
each one i1} vear term that Pacific elects to purchase maintenance, support, and Updates during the
three (3" vear term of the OEM Reseller License Agreement berween Pacific and Netscape dated March
24,1995, Pacific and not Netscape wiil be responsible for providing Updates to its Distrnibutors and
Regustered Users. The expenses of any such distribution will be paid by Pacific. Pacific and Netscape
will favorably consider electronic or alternative dissemunation methods of such Updates to the extent
consistent with both company s policies. Pacific and Netscape agree to discuss quarterly support issues

and processes.

2. Technucal Support. Also. in consideration of the Maintenance and Support fee set forth in

Attachment B hereto, Netscape wull provide Pacific with Netscape's backend technucal support

services, as further descnibed herein.
a. Back-end Support, Netscape will provide back-end support to Pacific for Program Errors not
resolved by Pacific pursuant to Paaific's support policies and in accordance with subsection b
below. This support includes efforts to identify w code and to provide corrections,
workarounds and /or patches to correct Program Errors. Netscape will provide Pacific with a
telephone number and an e-maul address which Pacific may use to report Program Errors during
Netscape's local California business hours (8am - Spm PST). For priority 1 or 2 failures, Pacific
agrees to notify Netscape via telephone, fax and/or e-mail. Pacific will identify one (1)
member of its customer support staff and an alternate to act as the primary technical liaisons
responsible for all communications with Netscape's technical support representatives. Such
liaisons will have sufficient technical expertise, training and/or experience, for Pacific to
perform its obligations hereunder. Pacific will designate, in writing and/or e-mail to
Netscape, its liaison(s) as soon as possible after the Effective Date, and may substitute contacts
at any time by providing one (1) week’s pnor written and/or electronic notice thereof to

Netscape.

Netscape will use its best efforts to correct significant Program Errors, coomunensurate with the
nature and severity of the Program Errors, and in accordance with the terms of this Attachment
E, that Pacific identifies, classifies and reports to Netscape and that Netscape substantiates.
Netscape may reclassify Program Errors if it reasonably believes that Pacific's classification is
incorrect. Pacific will provide sufficient information for Netscape to enable Netscape to
duplicate the Program Error before Netscape’s response obligations will commence. Netscape
will not be required to correct any Program Error caused by (a) Pacific’s incorporation,
attachment of a feature, program, or device to the Netscape Products, or any part thereof; (b)
any nonconformance caused by accident, transportation, neglect or misuse; (c) alteration,
modification, or enhancement of the Netscape Products, provided such alteration, modification
or enhancement is not made at the direction or authorization of Netscape; (d) the failure to
provide a suitable installation environment; (e) use of the Netscape Products for other than the
specific purpose for which the Netscape Products are designed:; (f) use of the Netscape Products
on any systems other than the speafied hardware platform for such Netscape Products; (g)
Pacific’s use of defective media or defective duplication of the Netscape Products; or (h)
Pacific's failure to incorporate any Update previously released by Netscape which corrects
such Program Error.
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Provided Program Error reports are received by Netscape dunng Netscape s local California business
hours (8am - 3pm PST), Nescape will use 1ts best comunerc:al efforts to commurucate with Paafic about
the Program Error. via telephone or e-mau within the following targeted response time

Priority Failure Descnption Response Time
1 Fartal (no useful work can be done). 10 hours
2 Severe impact (Functicnaiity disabled): 1 workung dav

Errors which result tn a lack of apptication
funcnonality or cause intermuttent system

failure.
3 Degraded Operanons: Errors causing 3 working davs
malfunction of non-cntical functions.
4 Mirumal Impact : attributes and/or options to | Next release. on a
utility programs do not operate as stated. business justifiable
basis
5 Enhancement Request. When applicable

Netscape will use reasonable commercial efforts to resolve each significant Program Error by
providing either a reasonable workaround, an object code patch or a specific action plan for how
Netscape will address the problem and an estimate of how long 1t will take to rectify the
defect. Netscape reserves the right to charge Pacific additional fees at its then standard rates
for services performed in connection with reported Program Errors which are later determined
to have been due to hardware or software not supplied by Netscape. Notwithstanding the
foregoing, Netscape has no obligation to perform services in connection with (i) Program Errors

resulting from hardware or software not supplied by Netscape; or (w
Netscape Product release which is not the then current release. J
- Vissa

b. Eront-line Support, Pacific, and not Netscape, will provide front-line, or first and second
level, technical support to its Distributors, Registered Users and End Users. Such support

~ includes call receipt, entitlement venfication, call screerung, installation assistance, problem
identification and diagnosis, product defect determination, efforts to create a repeatable
demonstration of the Program Error and, if applicable, the distribution of any defective media
or Updates. Pacific agrees that any documentation distributed by Pacific will clearly and
conspicuously state that Registered Users and End Users should call Pacific for technical
support for the Netscape Products. Netscape will have no obligation to furnish any assistance,
information or documentation with respect to the Netscape Products, to any Distnbutor,
Registered User or End User. 1f Netscape customer support representatives are being contacted
by a significant number of Pacific’s Distributors, Registered User or End Users then, upon
Netscape’s request, Pacific and Netscape wiil cooperate to minimize such contact.

3. Training. As soon as available for commercial release, Netscape agrees to provide
Pacific, at no charge, one (1) copy of media containing a computer based, self-paced tutorial
providing training on the Netscape Products licensed by Pacific. Pacific may not copy this
tutonal. Additional copies of the tutorial will be made available by Netscape to Pacific at

Netscape’s cost.

18
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