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

         2           THE COURT:  MR. WARDEN.

         3           MR. WARDEN:  I JUST WANT TO SAY BEFORE WE BEGIN

         4  YOUR HONOR'S AGENDA, MR. TOD NIELSON WILL REPLACE

         5  MR. NEUKOM AS CORPORATE REPRESENTATIVE OF MICROSOFT THIS

         6  AFTERNOON IN MR. NEUKOM'S ABSENCE.

         7           THE COURT:  THAT'S PERFECTLY ALL RIGHT.

         8           MR. WARD:  WE ASKED MR. HENNESSEY, AND HE KINDLY

         9  OBLIGED TO HAVE THIS READY FOR YOUR HONOR WHEN YOU RESUMED

        10  THE BENCH AFTER THE RECESS.

        11           THE COURT:  I'M DELIGHTED, AND I THINK IT OUGHT

        12  TO BE ADMITTED INTO EVIDENCE.

        13           IT IS MY UNDERSTANDING, GENTLEMEN, THAT PARTIES

        14  ARE AGREED THAT IN LIEU OF A RATHER TEDIOUS PRACTICE OF

        15  PLAYING EACH OF THESE DEPOSITIONS SERIATIM AND IN FULL

        16  INSOFAR AS THE DESIGNATED PORTIONS ARE CONCERNED, YOU'RE

        17  SIMPLY GOING TO TENDER THE DEPOSITIONS FOR ADMISSION INTO

        18  THE RECORD, AND THEY WILL BECOME PART OF THE PUBLIC RECORD

        19  AND AVAILABLE TO THE MEDIA, AND THEN WE CAN FOREGO THE

        20  BUSINESS OF PLAYING EACH ONE OUT TO THE BITTER END, AND

        21  THAT'S PERFECTLY ALL RIGHT.

        22           MR. BOIES:  THANK YOU, YOUR HONOR.  WE ARE

        23  OFFERING AT THIS TIME SELECTIONS FROM THE FOLLOWING

        24  DEPOSITIONS OF INDIVIDUALS WHO I WILL IDENTIFY FOR THE

        25  RECORD.
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         1           THE COURT:  ALL RIGHT.

         2           MR. BOIES:  CURTIS SASAKI, WHO I IDENTIFIED

         3  BEFORE THE LUNCHEON BREAK.

         4           MR. JOHN ROMANO, WHO SINCE LATE 1997, HAS BEEN

         5  THE OPERATING MANAGER FOR THE ASIA-PACIFIC REGION OF THE

         6  HOME PRODUCTS DIVISION OF HEWLETT-PACKARD.  PRIOR TO LATE

         7  1997, MR. ROMANO WAS THE RESEARCH AND DEVELOPMENT MANAGER

         8  OF THE HOME PRODUCTS DIVISION.  MR. ROMANO'S DEPOSITION

         9  WAS TAKEN ON AUGUST 20, 1998.

        10           THE COURT:  ALL RIGHT.

        11           MR. BOIES:  WE ARE ALSO OFFERING SELECTIONS FROM

        12  THE DEPOSITION OF PHIL BARRETT.  MR. BARRETT IS SENIOR

        13  VICE PRESIDENT--

        14           THE COURT:  B-A-R-R-E-T-T?

        15           MR. BOIES:  YES, YOUR HONOR.

        16           MR. BARRETT IS SENIOR VICE PRESIDENT FOR MEDIA

        17  TECHNOLOGIES AT REALNETWORKS.  PRIOR TO JOINING

        18  REALNETWORKS IN 1994, MR. BARRETT HAD BEEN WITH MICROSOFT

        19  FOR EIGHT YEARS.  PRIOR TO JOINING MICROSOFT, MR. BARRETT,

        20  BETWEEN 1978 AND 1986, WAS EMPLOYED BY INTEL CORPORATION.

        21  MR. BARRETT'S DEPOSITION WAS TAKEN OCTOBER 7, 1998.

        22           THE FOURTH DEPOSITION THAT WE ARE OFFERING

        23  DESIGNATIONS FROM TODAY IS THE DEPOSITION OF MAL, M-A-L,

        24  RANSOM, WHO IS SENIOR VICE PRESIDENT OF MARKETING AT

        25  PACKARD-BELL.  MR. RANSOM HAS BEEN WITH PACKARD-BELL SINCE
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         1  1989.  HIS DEPOSITION WAS TAKEN AUGUST 7, 1998.

         2           THE COURT:  ALL RIGHT.  ARE THERE ANY EXHIBITS

         3  ACCOMPANYING THOSE DEPOSITIONS THAT NEED TO BE ADMITTED?

         4           MR. BOIES:  THERE WILL BE A COUPLE OF EXHIBITS,

         5  YOUR HONOR.  WHAT WE ARE PROBABLY GOING TO DO IS WORK WITH

         6  COUNSEL FROM MICROSOFT, AND AT THE BEGINNING OF THE

         7  RESUMPTION OF TRIAL AFTER THE NEW YEAR, WE WILL HAVE A

         8  LIST OF DOCUMENTS TO BE ADMITTED.

         9           THE COURT:  THAT'S FINE.

        10           MR. BOIES:  AT THAT TIME WE WILL REFERENCE THEM

        11  BACK TO THE PAGES OF THE TRANSCRIPT THAT CONTAIN THESE

        12  DEPOSITION DESIGNATIONS.

        13           THE COURT:  ALL RIGHT.  THEN THE DEPOSITIONS OF

        14  CURTIS SASAKI OF SUN MICROSYSTEMS, JOHN ROMANO OF

        15  HEWLETT-PACKARD, PHIL BARRETT OF REALNETWORKS, AND MAL

        16  RANSOM OF PACKARD-BELL ARE ADMITTED INTO EVIDENCE.

        17           MR. WARDEN:  YOUR HONOR, THERE ARE, I BELIEVE, 15

        18  OTHER NONPARTY DEPOSITIONS AND THE REMAINING PORTION OF

        19  MR. GATES'S DEPOSITION.  I THOUGHT THEY WERE ALL--AS TO

        20  WHICH WE HAVE HAD COUNTERDESIGNATIONS BACK AND FORTH.  I

        21  THOUGHT THEY WERE ALL BEING OFFERED.

        22           MR. BOIES:  THEY WILL BE.  WE DON'T HAVE THEM AT

        23  THE COURT FOR THE PRESENT TIME BECAUSE WE WERE PLANNING TO

        24  DO THAT TOMORROW.

        25           THE COURT:  WE ARE NOT GOING TO BE HERE TOMORROW,
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         1  I UNDERSTAND.

         2           MR. BOIES:  WE WILL NOT BE HERE TOMORROW.  AND

         3  WHAT I ACTUALLY HAVE DONE SINCE WE HAD THE CHAMBERS

         4  CONFERENCE IS I SENT SOMEBODY BACK OVER TO SEE HOW MANY OF

         5  THEM WE COULD GET OVER HERE TODAY, AND WE WILL OFFER

         6  WHATEVER WE COULD GET HERE TODAY NOW AND WHATEVER WE ARE

         7  GOING TO HAVE NOT TODAY, TOMORROW.

         8           THE COURT:  EASIER YET, WHY DON'T YOU PREPARE A

         9  STIPULATION.

        10           MR. BOIES:  WE WILL DO THAT.

        11           MR. WARDEN:  THAT'S FINE.

        12           THE COURT:  AND DO IT IN WRITING.

        13           MR. BOIES:  OKAY.

        14           MR. WARDEN:  AND I NOTE FOR THE RECORD THAT WE

        15  HAVE FILED A WRITTEN OBJECTION MOTION TO EXCLUDE WITH

        16  RESPECT TO ONE OF THESE DEPOSITIONS, MR. SCHILLER, NOT ONE

        17  OF THE ONES JUST RECEIVED.

        18           THE COURT:  OBJECTION TO SOME OF THE TESTIMONY ON

        19  HEARSAY GROUNDS?

        20           MR. WARDEN:  YES, THAT'S CORRECT.

        21           THE COURT:  WELL, I WILL SIMPLY RESERVE ON THAT

        22  UNTIL WE HAVE HAD AN OPPORTUNITY TO SEE WHAT WE ARE

        23  TALKING ABOUT.

        24           MR. BOIES:  AND, INDEED, WE COULD HOLD ON THAT

        25  ONE UNTIL NEXT YEAR.
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         1           THE COURT:  THAT'S FINE.  NEXT YEAR, THAT SOUNDS

         2  GOOD.

         3           ALL RIGHT.  THERE ARE TWO PENDING MOTIONS THAT I

         4  THINK NEED TO BE DISPOSED OF BEFORE WE RECESS.  ONE IS THE

         5  MOTION OF THE PLAINTIFFS TO PERMIT LIMITED SUPPLEMENTAL

         6  CROSS-EXAMINATION.  THE SECOND IS THE MOTION OF DEFENDANT

         7  MICROSOFT FOR LEAVE TO INITIATE SOME FURTHER DISCOVERY.

         8  AND I WILL TELL YOU WHAT MY INITIAL INCLINATIONS ARE ON

         9  THESE MOTIONS; AND THEN, AS WE HAVE DONE IN THE PAST, YOU

        10  CAN TRY TO PERSUADE ME TO THE CONTRARY OR TO REINFORCE

        11  WHATEVER CONVICTIONS I HAVE EXPRESSED.

        12           INSOFAR AS THE MOTION FOR LIMITED

        13  CROSS-EXAMINATION IS CONCERNED, I AM VERY RELUCTANT TO

        14  CHANGE THE RULE IN MID STREAM.  TO THE EXTENT THAT THERE

        15  ARE DISCRETE CLAIMS RAISED BY THE COMPLAINT OF THE

        16  PLAINTIFF STATES WHICH NEED TO BE AND ARE NOT ADDRESSED IN

        17  THE DIRECT AND CROSS BY LEAD COUNSEL FOR THAT WITNESS, I'M

        18  WILLING TO CONSIDER, ON AN INDIVIDUAL BASIS, A VERY

        19  LIMITED CROSS-EXAMINATION ADDRESSING ONLY THOSE DISCRETE

        20  CLAIMS WHICH ARE UNIQUE TO THE STATES' CASE.  OTHER THAN

        21  THAT, I REALLY DO NOT WANT TO VARY THE RULE.

        22           MR. HOUCK?

        23           MR. HOUCK:  THAT BRINGS ME UP, YOUR HONOR.

        24           FOR REASONS SET FORTH IN OUR MEMORANDUM OF LAW,

        25  WE BELIEVE THAT THE RIGHT OF THE STATES AND THE DEPARTMENT
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         1  OF JUSTICE, AS SEPARATE PARTIES IN SEPARATE LAWSUITS, TO

         2  CONDUCT CROSS-EXAMINATIONS NOT EXTINGUISHED, CERTAINLY NOT

         3  BY LOCAL RULE 105.

         4           IT'S BEEN MY INTENTION, EVEN WITHOUT THE IMPETUS

         5  OF THE LOCAL RULES OR THE SUGGESTION OF THE COURT, FOR

         6  WANT OF A BETTER WORD OR OVERWORKED WORD, TO INTEGRATE OUR

         7  EFFORT AS MUCH AS POSSIBLE BECAUSE I THINK THAT'S THE BEST

         8  FOR OUR CASE AND MOST EFFICIENT FOR THE COURT AS WELL.

         9  AND THAT CERTAINLY HAS NOT BEEN A PROBLEM AT ALL SO FAR.

        10           BECAUSE OF THE WAY THE DIRECT EXAMINATION COMES

        11  IN IN WRITTEN FORM, WE CERTAINLY HAVE AN OPPORTUNITY TO

        12  COLLABORATE.  I WAS EXPECTING TO HAVE A SEPARATE RIGHT TO

        13  OBJECT, BUT QUITE FRANKLY, THAT'S NOT A VERY SIGNIFICANT

        14  RIGHT IN A BENCH TRIAL WITH EXPERIENCED JURISTS LIKE YOUR

        15  HONOR.

        16           HOWEVER, I DO BELIEVE THAT CROSS-EXAMINATION IS

        17  SOMEWHAT DIFFERENT.  IT IS A VERY FUNDAMENTAL RIGHT.  IT

        18  IS SOMETHING THAT IT'S VERY DIFFICULT TO COLLABORATE A

        19  HUNDRED PERCENT ON BECAUSE YOU CANNOT ANTICIPATE THE

        20  RESPONSES OF A WITNESS.  WE WILL CONTINUE TO WORK

        21  TOGETHER.  HOWEVER, I DO BELIEVE IT IS FUNDAMENTALLY

        22  DIFFERENT FROM THE OTHER ASPECTS OF THE TRIAL.

        23           WITH RESPECT TO YOUR HONOR'S COMMENT ABOUT THIS

        24  BEING IN MID STREAM, THAT REALLY ISN'T, I DON'T THINK.

        25  THIS HAS NOT BEEN AN ISSUE FOR MICROSOFT WITH RESPECT TO
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         1  ITS CROSS-EXAMINATION, SINCE IT IS ONLY A SINGLE PARTY.

         2           ADDRESSING THE DIFFERENCES IN OUR CASES, AS I

         3  INDICATED, YOUR HONOR, BEFORE, ESSENTIALLY THE CASES AT

         4  THIS POINT ON LIABILITY ISSUES ARE QUITE SIMILAR, I'M NOT

         5  GOING TO TRY TO CONVINCE YOUR HONOR OTHERWISE.  I DO

         6  THINK, HOWEVER, THERE IS A VERY IMPORTANT AREA WHERE THE

         7  STATES MAY HAVE SOME DIFFERENCES FROM THE DEPARTMENT OF

         8  JUSTICE, AND THAT IS WITH RESPECT TO REMEDIES.

         9           AS YOUR HONOR KNOWS, UNDER STATE LAW, WE ARE

        10  ENTITLED TO DIFFERENT REMEDIES; AND INDEED, IT MAY BE THAT

        11  WITH RESPECT TO INJUNCTIVE RELIEF, WE WILL HAVE DIFFERENT

        12  IDEAS TO PROPOSE TO YOUR HONOR.  THE DEPARTMENT OF JUSTICE

        13  HAS CONSULTED WITH SOME EXPERTS.  WE HAVE CONSULTED WITH

        14  OTHERS.

        15           AS I TOLD YOUR HONOR IN THE OPENING STATEMENTS,

        16  ONE VERY IMPORTANT REASON THE STATES ARE HERE IS TO SECURE

        17  WHAT WE HOPE WILL BE EFFECTIVE RELIEF TO OVERCOME THE

        18  VIOLATIONS THAT WE BELIEVE HAVE OCCURRED HERE.  AND WE

        19  BELIEVE IT'S IMPORTANT TO HAVE THE OPPORTUNITY TO DEVELOP

        20  A RECORD THAT WILL SUPPORT THE KIND OF RELIEF THAT WE WILL

        21  ASK YOUR HONOR IMPOSE IF YOUR HONOR FINDS THERE IS SOME

        22  LIABILITY.

        23           THE COURT:  WELL, SEVERAL RESPONSES TO THAT,

        24  MR. HOUCK.  ONE IS THAT WE ARE A LONG WAY FROM ANY RELIEF

        25  AT THIS POINT.  WE ARE NOT DEALING WITH RELIEF.
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         1           MR. HOUCK:  THAT'S CORRECT.

         2           THE COURT:  THE SECOND RESPONSE IS THAT THE

         3  OPPORTUNITY, FOR WANT OF A BETTER TERM, AND IT'S MORE

         4  PEJORATIVE THAN I REALLY INTEND, BUT THE OPPORTUNITY FOR

         5  COLLUSIVE CROSS-EXAMINATION.  WHEN TWO COUNSEL, TWO OR

         6  MORE COUNSEL ARE ALLOWED TO DIVVY UP THE TASK, IT'S JUST

         7  TOO PREJUDICIAL.  I HAVE SEEN TOO MANY TRIALS IN WHICH ONE

         8  PROPONENT OF A WITNESS, ONE LAWYER PROPONENT OF A WITNESS

         9  IS OVERWHELMED BY HAVING TO FEND OFF TWO VERY CAPABLE

        10  ADVERSARIES AS WOULD UNDOUBTEDLY BE THE CASE HERE.

        11           I'M WILLING TO DEFER THIS AND CONSIDER IT ON A

        12  WITNESS-BY-WITNESS BASIS.  IF, AT SOME POINT IN THE COURSE

        13  OF THE PRESENTATION OF MICROSOFT'S CASE, YOU CAN

        14  DEMONSTRATE TO ME THAT THERE ARE DIVERGENT INTERESTS

        15  BETWEEN THE TWO PLAINTIFFS IN THE CASE OR THAT THERE IS A

        16  DISCRETE ISSUE RAISED BY THE STATES' COMPLAINT WHICH IS

        17  NOT CONTEMPLATED BY THE UNITED STATES COMPLAINT.  BUT

        18  ASIDE FROM TELLING YOU THAT, I WILL KEEP AN OPEN MIND ON

        19  IT AND WILL, IN INDIVIDUAL CASES, REVISIT THE PROBLEM ON A

        20  WITNESS-BY-WITNESS BASIS.

        21           I DO NOT WANT TO DEPART FROM THE

        22  WITNESS-ONE-LAWYER-PER-SIDE RULE.

        23           MR. HOUCK:  WE HAD UNDERSTOOD THAT'S THE CONCERN

        24  YOUR HONOR HAD AND HOPED THAT WE COULD HAVE ALLAYED IT BY

        25  OUR PROPOSAL TO LIMIT THE CROSS-EXAMINATION TO THE MAXIMUM
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         1  OF ONE HOUR AND TO PLEDGE NOT TO ENGAGE IN ANY DUPLICATIVE

         2  EXAMINATION, I THINK, AS YOUR HONOR HAS SEEN.  CERTAINLY

         3  FROM THE STATES' SIDE, AND WE HAVE EXAMINED WITNESSES.  WE

         4  HAVE BEEN VERY DIRECT AND TO THE POINT.

         5           THE COURT:  THERE IS NO INTIMATION IN MY

         6  OBSERVATION HERE THAT ANYBODY HAS TAKEN ADVANTAGE OF THE

         7  SITUATION YET.  ALL I'M SUGGESTING IS THAT THE POTENTIAL

         8  FOR IT IS THERE.  IT'S ESSENTIALLY UNFAIR TO ALLOW ONE

         9  LAWYER TO SIT BACK AND BACK CLEANUP FOR HIS CO-COUNSEL AND

        10  THEN START WITH A FRESH WIND CROSS-EXAMINING A WITNESS WHO

        11  HAS ALREADY BEEN SUBJECTED TO WHAT I ANTICIPATE IS GOING

        12  TO BE EXHAUSTIVE INTERROGATION BY WHOEVER IS LEAD COUNSEL.

        13           COMING UP ON A WITNESS-BY-WITNESS BASIS, SEE IF

        14  YOU COULD SHOW ME WHY THERE IS, INDEED, NEED TO CONDUCT

        15  FURTHER EXAMINATION--

        16           MR. HOUCK:  WE ACCEPT YOUR RULING.

        17           THE COURT:  --IN THE ROLE OF COUNSEL FOR OTHER

        18  PARTIES.  BUT AT THE MOMENT, IT WORKS WELL, I THINK, TO

        19  KEEP YOU THINKING IN TERMS OF A TEAM APPROACH WITH LEAD

        20  COUNSEL, ONE LEAD COUNSEL, PER WITNESS AND CO-COUNSEL

        21  THERE TO COACH AND ASSIST AND SUGGEST SUPPLEMENTAL

        22  INTERROGATION TO THAT LEAD COUNSEL.

        23           MR. HOUCK:  I UNDERSTAND YOUR HONOR'S CONCERNS,

        24  AND WE WILL CERTAINLY WORK WITHIN THAT FRAMEWORK.

        25           THE COURT:  YOU HAVE DONE SO FAR, AND I'M SURE
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         1  YOU WILL HENCEFORTH.

         2           MR. HOUCK:  HAVE A HAPPY HOLIDAY, YOUR HONOR.

         3           THE COURT:  THANK YOU VERY MUCH, MR. HOUCK.

         4           INSOFAR AS THE REQUEST BY MICROSOFT TO INITIATE

         5  NEW DISCOVERY, I AM, ONCE AGAIN, VERY RELUCTANT TO DO THAT

         6  AT THIS POINT.

         7           IT DOES OCCUR TO ME, HOWEVER, THAT WE ARE ALL

         8  AWARE, AND THE PUBLIC REFLECTS THAT WE ARE ALL AWARE OF

         9  THE FACT THAT THERE HAS BEEN WHAT MIGHT BE A VERY

        10  SIGNIFICANT CHANGE IN THE PLAYING FIELD INSOFAR AS THIS

        11  INDUSTRY IS CONCERNED.

        12           IT IS MY UNDERSTANDING, AND I MAY BE WRONG, THAT

        13  IN ORDER FOR THE AOL/NETSCAPE/SUN MICROSYSTEMS COMPACT TO

        14  BE BROUGHT TO FRUITION, GOVERNMENTAL APPROVAL IS REQUIRED.

        15  I DON'T KNOW WHETHER THAT'S TRUE OR NOT, BUT I ANTICIPATE

        16  THAT THE DEPARTMENT OF JUSTICE IS GOING TO BE ASKED TO

        17  CLEAR IT.  IF SO, IT WOULD SEEM TO ME THAT THE DEPARTMENT

        18  OF JUSTICE WOULD BE IN POSSESSION OF THE OPERATIVE

        19  DOCUMENTS HAVING TO DO WITH THAT AGREEMENT.

        20           AND IT DOES SEEM TO ME THAT IT'S FAIR, AT A

        21  MINIMUM, THAT MICROSOFT HAVE AN OPPORTUNITY TO REVIEW,

        22  SUBJECT TO ANY APPROPRIATE PROTECTIVE ORDER, THE TERMS AND

        23  CONDITIONS OF THAT TRANSACTION, BECAUSE IT COULD VERY WELL

        24  HAVE SOME IMMEDIATE EFFECT ON THE MARKET OR THE DEFINITION

        25  OF THE MARKET AS WE ARE CONTEMPLATING IT HERE.
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         1           NOW, THAT'S MY INITIAL TAKE ON THE MATTER.  I

         2  WILL BE GLAD TO HEAR FROM ANYONE ELSE.

         3           MR. WARDEN:  YOUR HONOR, I THINK YOUR INITIAL

         4  TAKE IS A VERY CONSTRUCTIVE INITIAL STEP.

         5           THE ACQUISITION WILL HAVE TO BE PUT THROUGH THE

         6  SO-CALLED HART-SCOTT-RODINO PROCESS.  THAT PROCESS MAY OR

         7  MAY NOT INVOLVE THE DISCRETION OF THE REVIEWING AGENCY,

         8  AND I DON'T KNOW WHETHER IT'S THE JUSTICE DEPARTMENT OR

         9  THE FEDERAL TRADE COMMISSION.  I ASSUME MY COLLEAGUES DO.

        10           THE COURT:  COULD BE BOTH.

        11           MR. WARDEN:  WELL, NORMALLY IT'S ONE OR THE

        12  OTHER.

        13           WHAT IS COLLOQUIALLY KNOWN AS A SO-CALLED SECOND

        14  REQUEST, WHICH DOES NORMALLY ACCUMULATE CONSIDERABLE

        15  DOCUMENTATION, THE FORMAL HART-SCOTT FILING ITSELF IS

        16  NORMALLY VERY LIMITED.  UNLESS THE AGENCY ASKS FOR

        17  ADDITIONAL INFORMATION, IT'S VERY LIMITED.

        18           AND ASSUMING THERE IS A SECOND REQUEST AND THAT

        19  WE ARE GIVEN ACCESS UNDER APPROPRIATE PROTECTION TO WHAT

        20  IS ACCUMULATED, WE WILL PROCEED TO MAKE SUGGESTIONS,

        21  RECOGNIZING THAT THE GOVERNMENT IS NOT OBLIGED TO ACCEPT

        22  THEM AS TO THINGS THAT OUGHT TO BE COVERED IN THE SECOND

        23  REQUEST AND BE HAPPY TO PROCEED DOWN THAT ROUTE AS AN

        24  INITIAL MATTER AND COME BACK TO YOUR HONOR IF WE THINK WE

        25  NEED ANYTHING MORE.  IF THERE IS NOT GOING TO BE A SECOND
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         1  REQUEST, WE WILL HAVE TO REVISIT THE SUBJECT FAIRLY

         2  PROMPTLY.

         3           THE COURT:  I THINK THAT'S AN EMINENTLY

         4  REASONABLE WAY TO ADDRESS IT, INITIALLY.

         5           MR. BOIES:  YOUR HONOR, I THINK THERE IS A LOT OF

         6  SENSE IN APPROACHING IT THAT WAY.  I THINK THERE MAY BE

         7  SOME STATUTORY ISSUES THAT WE HAVE TO ADDRESS AS TO THE

         8  EXTENT TO WHICH MATERIALS THAT ARE ACQUIRED THROUGH THIS

         9  STATUTORY REVIEW PROCEDURE CAN, IN FACT, BE SHARED.

        10           WHILE THE COURT WAS TALKING, WE TRIED TO SORT OF

        11  CONSULT AT THE COUNSEL TABLE AND POOL OUR KNOWLEDGE ABOUT

        12  THAT, BUT I THINK THAT IS SOMETHING THAT WE WILL NEED TO

        13  PROBABLY DISCUSS WITH COUNSEL FOR MICROSOFT AND COME BACK

        14  TO THE COURT.

        15           THE COURT:  WELL, WHY DON'T YOU DO THAT.  IT'S A

        16  MATTER THAT DOESN'T NEED TO BE RESOLVED IMMEDIATELY, AND

        17  THAT SEEMS TO BE, TO ME, INITIALLY THE WAY IT OUGHT TO BE

        18  APPROACHED.

        19           MR. HOUCK:  YOUR HONOR, I'M A LITTLE BIT FAMILIAR

        20  WITH THE STATUTORY PROCEDURES, AND AS MR. BOIES SUGGESTED,

        21  THEY ARE EXTREMELY TIGHT.  THERE IS A LOT OF

        22  CONFIDENTIALITY ASSOCIATED WITH THE DOCUMENTS PRODUCED,

        23  AND I JUST WANT TO MAKE SURE THE STATES ARE INCLUDED AS

        24  WELL IN WHATEVER STIPULATION IS WORKED OUT, BECAUSE

        25  ORDINARILY, THE STATES WOULD NOT HAVE ACCESS TO THAT,
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         1  EITHER.  IT'S HIGHLY SENSITIVE MATERIAL.

         2           THE COURT:  WELL, I WOULD CERTAINLY THINK THAT IF

         3  TWO OF THE THREE PLAYERS HERE HAVE ACCESS TO IT, THE

         4  STATES OUGHT TO HAVE ACCESS TO IT, TOO.

         5           MR. BOIES:  YOUR HONOR, I THINK, AND I PROBABLY

         6  SHOULDN'T SPECULATE, BUT I THINK IF WE COULD WORK IT OUT

         7  FOR MICROSOFT TO GET IT, WE COULD WORK IT OUT FOR THE

         8  STATES TO GET IT, TOO, AND WE WILL INCLUDE BOTH THE STATES

         9  AND MICROSOFT IN JOINT DISCUSSIONS AND TRY TO WORK OUT A

        10  PROCEDURE.

        11           THE COURT:  THAT SEEMS TO ME TO BE THE BETTER

        12  APPROACH TO IT, ULTIMATELY.  IF WORST COMES TO WORST,

        13  MICROSOFT CAN SUBPOENA IT, BUT I WOULD RATHER HAVE IT DONE

        14  CONSENSUALLY RATHER THAN UNDER COMPULSION, IF WE COULD DO

        15  IT THAT WAY.

        16           MR. BOIES:  WE WILL TRY TO WORK THAT OUT, YOUR

        17  HONOR.

        18           MR. WARDEN:  THANK YOU, YOUR HONOR.

        19           MAY I ADDRESS ONE OTHER MATTER?

        20           THE COURT:  CERTAINLY.

        21           MR. WARDEN:  I JUST WANTED TO ADVISE THE COURT

        22  THAT WE WILL BE FILING LATER TODAY, BECAUSE THIS WASN'T

        23  FORMED AT THIS MOMENT WITH MY FINAL CHANGES, A FORMAL

        24  REPRESENTATION ON BEHALF OF MICROSOFT WITH RESPECT TO

        25  DR. FELTEN'S MENTION OF SOME CHANGE TO THE WINDOWS UPDATE
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         1  SITE THAT HE BELIEVED INTERFERED WITH HIS ADD/REMOVAL

         2  PROGRAM.  I DON'T WANT TO STAND HERE AND DEBATE IT, BUT WE

         3  WANT TO SET THE RECORD STRAIGHT FROM OUR STANDPOINT RIGHT

         4  AWAY, AND WE WILL DO THAT IN WRITING.

         5           THE COURT:  I THINK YOU ARE ENTITLED TO DO THAT.

         6           MR. WARDEN:  THANK YOU, YOUR HONOR.

         7           THE COURT:  ALL RIGHT.  HAVE YOU A VERY NICE

         8  HOLIDAY ALL OF YOU.

         9           (WHEREUPON, AT 3:10 P.M., THE HEARING WAS

        10  ADJOURNED UNTIL FURTHER NOTICE.)

        11           (DEPOSITION EXCERPTS OF CURTIS SASAKI:)

        12                QUESTION:  AND BECAUSE TERMINOLOGY TENDS TO

        13           GET US ALWAYS BOGGED DOWN, JUST TELL US, IF YOU

        14           WILL, WHAT YOU MEAN WHEN YOU TALK ABOUT AN

        15           OPERATING SYSTEM FOR COMPUTERS.

        16                ANSWER:  HOW I DEFINE IT IS, IT PROVIDES A

        17           KERNEL WHICH CONTROLS HOW THINGS ARE MANAGED IN

        18           TERMS OF MEMORY.  IT ALSO CONTROLS THE I/O

        19           FUNCTIONALITY, SUCH AS TALKING TO A NETWORK,

        20           TALKING TO YOUR KEYBOARD, DISPLAYING THINGS ON

        21           THE SCREEN.  SO, THAT'S CALLED DEVICE DRIVERS.

        22                SO, ALL OF THAT IS WHAT I WOULD CONSIDER AS

        23           THE OPERATING SYSTEM, AS WELL AS A SET OF API'S

        24           WHICH ARE ON TOP, WHICH APPLICATION DEVELOPERS

        25           WRITE TO.  BUT THAT BOX IS WHAT I CONSIDER THE
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         1           OS.

         2                QUESTION:  I AM JUST NOTING IT DOWN.  I AM

         3           SURE I WILL FORGET THIS, BUT AT LEAST WE HAVE IT

         4           WRITTEN.

         5                OKAY.  IN YOUR VIEW, THEN, WHAT

         6           DISTINGUISHES AN OPERATING SYSTEM FROM OTHER

         7           COMPUTER SOFTWARE?

         8                ANSWER:  THAT'S THE ONLY PIECE OF THE

         9           SOFTWARE THAT ACTUALLY DIRECTLY TALKS TO THE

        10           DIFFERENT INTERFACES ON, IN THE HARDWARE, SUCH AS

        11           YOUR VIDEO CONTROLLER OR YOUR NETWORK CONTROLLER.

        12           EVERYTHING KIND OF WORKS THROUGH THAT LAYER.

        13                QUESTION:  IF I HAVE A JAVA OS MACHINE, A

        14           MACHINE THAT RUNS JAVA OS, IS THAT A SUBSTITUTE

        15           FOR A MACHINE THAT RUNS WINDOWS 95, FOR EXAMPLE?

        16                MS. ROTH:  OBJECTION.  VAGUE AS TO

        17           SUBSTITUTE.

        18                MR. KUSINITZ:  YOU CAN ANSWER, IF YOU CAN.

        19                ANSWER:  SUBSTITUTE?  IT'S A DIFFERENT

        20           OPERATING SYSTEM.  WE DIDN'T TARGET IT TO BE A

        21           REPLACEMENT.

        22                QUESTION:  WHAT WAS IT TARGETED TO DO?

        23                ANSWER:  WE WERE TRYING TO DEFINE A NEW SET

        24           OF CUSTOMERS THAT REQUIRED LOWER COST OF

        25           OWNERSHIP, SECURITY, AND LESS NETWORK MANAGEMENT.
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         1                QUESTION:  WHY IS THE JAVA PLATFORM IDEAL

         2           FOR THE INTERNET?

         3                ANSWER:  THE CONCEPT WAS THAT, AS AN

         4           APPLICATION DEVELOPER, YOU CAN WRITE YOUR

         5           APPLICATION THAT CAN RUN ON A JAVA OS OR, AS WELL

         6           AS OTHER OPERATING SYSTEMS THAT SUPPORTED THE

         7           JAVA PLATFORM.  AND WITH THE UBIQUITY OF THE

         8           INTERNET, WE FELT THAT WAS A VERY IMPORTANT

         9           TREND.

        10                QUESTION:  TURN TO PAGE EIGHT OF 13, IF YOU

        11           WILL, PLEASE, SIR.

        12                DO YOU SEE ROUGHLY IN THE MIDDLE OF THE PAGE

        13           THIS BOLD HEADING "NETWORK PROTOCOL SUITE"?

        14                ANSWER:  YES.

        15                QUESTION:  BENEATH THAT, DO YOU SEE THE

        16           PARAGRAPH THAT SAYS, "JAVA OS INCLUDES A LARGE

        17           SUITE OF NETWORK PROTOCOLS, ALL WRITTEN IN THE

        18           JAVA PROGRAMMING LANGUAGE.  THESE PROTOCOLS

        19           INCLUDE THE BASIC TRANSPORT AND ROUTING

        20           MECHANISMS SPECIFIED BY THE TCP, UDP, IP, AND

        21           ICMP STANDARDS.  JAVA OS USES BOTH NDS AND NIS

        22           FOR LOOKING UP HOST NAMES AND SUPPLYING USER

        23           NAMES AND PASSWORDS USED DURING LOG-IN."

        24                DO YOU SEE THAT?

        25                ANSWER:  YES.
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         1                QUESTION:  WOULD YOU TURN, PLEASE, TO PAGE

         2           THREE OF FOUR.  AND DO YOU SEE THE FOURTH FULL

         3           PARAGRAPH, THE ONE BEGINNING "NETWORK CLASSES"?

         4                ANSWER:  YES.

         5                QUESTION:  IT SAYS, "NETWORK CLASSES IN JAVA

         6           OS, ALSO WRITTEN IN JAVA, INCLUDE INDUSTRY

         7           STANDARD NETWORKING PROTOCOLS SUCH AS TCP/IP,

         8           UDP, AND ICMP FOR BASIC TRANSPORT AND ROUTING."

         9                ANSWER:  YES.

        10                QUESTION:  WHAT IS DHCP?

        11                ANSWER:  DYNAMIC HOST CONFIGURATION

        12           PROTOCOL.

        13                QUESTION:  AND WHAT IS THAT?

        14                ANSWER:  IT PERFORMS A VERY SIMILAR

        15           FUNCTIONALITY.

        16                QUESTION:  IS THAT AN INTERNET TECHNOLOGY?

        17                MS. ROTH:  OBJECTION.  VAGUE AS TO "INTERNET

        18           TECHNOLOGY."

        19                QUESTION:  GO AHEAD, SIR.

        20                ANSWER:  YES.

        21                QUESTION:  AND WHAT IS SNMP?

        22                ANSWER:  IT'S A NETWORK MANAGEMENT PROTOCOL.

        23                QUESTION:  SIMPLE NETWORK MANAGEMENT

        24           PROTOCOL?  IS THAT WHAT THAT IS?  AND WHAT DOES

        25           THAT DO?
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         1                ANSWER:  IT HELPS YOU MANAGE YOUR NETWORK.

         2                QUESTION:  IS THAT AN INTERNET TECHNOLOGY?

         3                MS. ROTH:  OBJECTION.  VAGUE AS TO THE

         4           "INTERNET TECHNOLOGY."

         5                ANSWER:  YES.

         6                QUESTION:  AND WOULD YOU CONSIDER THESE TO

         7           BE NETWORK PROTOCOLS?

         8                ANSWER:  YES.

         9                MS. ROTH:  OBJECTION.  VAGUE.

        10                QUESTION:  WHY DOES SUN INCLUDE THESE

        11           INTERNET TECHNOLOGIES IN THE JAVA OS OPERATING

        12           SYSTEM?

        13                ANSWER:  IN ORDER TO EASILY CONNECT UP

        14           CLIENTS TO SERVERS THAT CONNECT TO THE INTERNET.

        15                QUESTION:  OKAY.  AND HAVE THESE

        16           TECHNOLOGIES BEEN INCLUDED IN JAVA OS SINCE THE

        17           FIRST STAGE, FIRST ITERATION--WHATEVER THE RIGHT

        18           TERM IS--OF THAT SOFTWARE?

        19                MS. ROTH:  OBJECTION.  VAGUE AS TO "THAT

        20           SOFTWARE."

        21                QUESTION:  YOU UNDERSTAND I AM REFERRING TO

        22           JAVA OS?

        23                ANSWER:  YES.  IT WAS INCLUDED IN THE JAVA

        24           OS 1.0.

        25                QUESTION:  OKAY.  DOES JAVA OS INCLUDE A WEB
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         1           BROWSER?

         2                MS. ROTH:  OBJECTION.  VAGUE AS TO

         3           "INCLUDE."

         4                ANSWER:  NO.

         5                QUESTION:  ARE YOU FAMILIAR WITH SOMETHING

         6           CALLED "HOTJAVA"?

         7                ANSWER:  YES.

         8                QUESTION:  WHAT IS HOTJAVA?

         9                ANSWER:  HOTJAVA IS AN APPLICATION THAT

        10           PERFORMS WEB-BROWSING FUNCTIONALITY WRITTEN IN

        11           JAVA.

        12                QUESTION:  ARE YOU FAMILIAR WITH SOMETHING

        13           CALLED "HOTJAVA VIEWS"?

        14                ANSWER:  YES.

        15                QUESTION:  WHAT IS THAT?

        16                ANSWER:  IT'S AN APPLICATION THAT PERFORMS

        17           E-MAIL, CALENDARING, EMPLOYEE DATABASE, AND

        18           INCLUDES THE BROWSER FUNCTIONALITY.

        19                QUESTION:  ARE YOU FAMILIAR WITH THE TERM

        20           "BUNDLE"?

        21                ANSWER:  YES.

        22                QUESTION:  OKAY.  ARE THERE ANY PLANS TO

        23           BUNDLE A WEB BROWSER WITH JAVA OS?

        24                MR. EGAN:  I AM GOING TO OBJECT TO THE FORM

        25           OF THE QUESTION.
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         1                QUESTION:  GO AHEAD, SIR.

         2                ANSWER:  THE PRODUCT JAVA OS SHIPS TO OUR

         3           LICENSEES.  OUR LICENSEES CAN ALSO LICENSE THE

         4           BROWSER TECHNOLOGY, AND IT'S UP TO THEM TO DECIDE

         5           WHETHER OR NOT THEY INCLUDE IT IN THEIR PRODUCT

         6           OR NOT.

         7                QUESTION:  JUST CORRECT ME IF I AM WRONG.

         8                DOES THAT MEAN THAT HOTJAVA AND HOTJAVA

         9           VIEWS ARE BROWSERS?  OR HOW WOULD YOU SAY IT?

        10                MR. KUSINITZ:  OBJECTION TO FORM.

        11                ANSWER:  THEY BOTH HAVE BROWSER

        12           FUNCTIONALITY.

        13                QUESTION:  OKAY.  AND JUST SO WE ARE CLEAR

        14           NOW, ARE THEY PART OF JAVA OS?

        15                ANSWER:  NO.

        16                QUESTION:  ARE THEY SHIPPED WITH JAVA OS?

        17                MS. ROTH:  OBJECTION.  VAGUE AS TO "SHIPPED

        18           WITH."

        19                QUESTION:  GO AHEAD, SIR.

        20                ANSWER:  AGAIN, WE DON'T--WE SHIP OUR

        21           TECHNOLOGY TO OUR LICENSEE PARTNERS.  THEY DECIDE

        22           WHETHER OR NOT TO INCLUDE OR NOT INCLUDE.

        23                QUESTION:  WHAT DID YOU DO TO PREPARE FOR

        24           THE DEPOSITION TODAY?

        25                ANSWER:  I MET WITH OUR ATTORNEY, JUST TO GO
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         1           OVER WHAT A DEPOSITION WAS LIKE, SINCE I HAVE

         2           NEVER BEEN IN ONE.

         3                QUESTION:  DID YOU MEET WITH ANYONE ELSE?

         4                ANSWER:  I MET WITH THE JUSTICE DEPARTMENT.

         5                QUESTION:  OKAY.  WHEN YOU SAY YOU MET WITH

         6           THE JUSTICE DEPARTMENT, DO I TAKE IT YOU MET WITH

         7           CERTAIN REPRESENTATIVES--

         8                ANSWER:  ATTORNEYS.

         9                QUESTION:  DO YOU KNOW THEIR NAMES?

        10                ANSWER:  NOT ALL OF THEM.

        11                QUESTION:  DO YOU SEE THEM HERE?

        12                ANSWER:  YES.

        13                QUESTION:  ARE ALL OF THOSE PEOPLE YOU MET

        14           WITH HERE NOW?

        15                ANSWER:  YES.

        16                QUESTION:  DID YOU MEET WITH ANYONE ELSE?

        17                ANSWER:  NO.

        18                QUESTION:  DID YOU MEET WITH ANY

        19           REPRESENTATIVE OF THE STATE ATTORNEYS GENERAL?

        20                ANSWER:  YES, HERE.

        21                QUESTION:  MR. KUSINITZ.  YOU ARE POINTING

        22           TO MR. KUSINITZ.

        23                HOW MANY REPRESENTATIVES DID THE JUSTICE

        24           DEPARTMENT SEND TO VISIT YOU?

        25                ANSWER:  I DON'T KNOW EXACTLY.  I THINK JUST
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         1           ONE, BUT I AM NOT SURE.

         2                QUESTION:  THE PERSON THAT YOU RECALL--

         3                ANSWER:  ANN.

         4                QUESTION:  ANN.

         5                ANSWER:  SORRY?  IS THAT YOUR NAME?

         6                MS. ROTH:  THAT WOULD BE ME.

         7                MR. EDELMAN:  ANN IS A NICE NAME.

         8                QUESTION:  WHERE DID THIS MEETING TAKE

         9           PLACE?

        10                ANSWER:  HERE.

        11                QUESTION:  HERE IN THIS ROOM?

        12                ANSWER:  YES.

        13                QUESTION:  WAS ANYONE ELSE, OTHER THAN THE

        14           ONE INDIVIDUAL YOU INDICATED, PRESENT?

        15                ANSWER:  NO.

        16                QUESTION:  HOW LONG WAS THE MEETING?

        17                ANSWER:  I THINK TWO AND A HALF, ABOUT TWO

        18           AND A HALF HOURS.

        19                QUESTION:  IT'S GOING TO BE A LOT MORE THAN

        20           YOUR DEPOSITION, PROBABLY, SO THAT'S GOOD.

        21                DID YOU ASK FOR THAT MEETING?

        22                ANSWER:  NO.

        23                QUESTION:  YOU TESTIFIED A LITTLE BIT ABOUT

        24           HOW BROWSERS ARE DISTRIBUTED A LITTLE WHILE AGO,

        25           AND I JUST WANT TO GO BACK AND CLARIFY THAT.
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         1                HOW DO CUSTOMERS, YOUR LICENSEES, ACQUIRE

         2           BROWSERS FROM YOU.

         3                ANSWER:  OKAY.  OUR LICENSEES HAVE A CHOICE.

         4           THEY CAN LICENSE JAVA OS, AND THEY HAVE A CHOICE

         5           FROM SUN OF HOTJAVA OR HOTJAVA VIEWS.  ONCE THEY

         6           LICENSE IT, THEY HAVE ACCESS TO A SECURE WEB SITE

         7           TO DOWNLOAD THAT CODE.

         8                QUESTION:  IS THE BROWSER PART OF THE

         9           OPERATING SYSTEM?

        10                ANSWER:  NO.  IT'S SEPARATE.

        11                QUESTION:  WHEN--ARE--DOES THE PRICE OF THE

        12           JAVA OS PRODUCT INCLUDE A BROWSER?

        13                ANSWER:  NO.  IT DOES NOT.

        14                QUESTION:  ARE THERE SEPARATE PRICES FOR

        15           BROWSERS?

        16                ANSWER:  THAT'S CORRECT.

        17                QUESTION:  DID YOU SAY YOU HAVE 36 LICENSEES

        18           FOR THE JAVA OS?

        19                ANSWER:  YES.

        20                QUESTION:  OF THOSE 36 LICENSEES, HOW MANY

        21           OF THOSE JAVA OS LICENSEES ARE ALSO LICENSING A

        22           BROWSER FROM SUN?

        23                ANSWER:  THERE'S 21 LICENSES OF HOTJAVA

        24           BROWSER AND ONE FOR HOTJAVA VIEWS.

        25                QUESTION:  I WANT TO TAKE A MINUTE AND FOCUS
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         1           YOUR ATTENTION ON THE LANGUAGE TOWARDS THE BOTTOM

         2           OF THE MESSAGE THAT SAYS, "WOULD IT BE POSSIBLE

         3           TO START UP A JAVA APPLICATION OTHER THAN

         4           HOTJAVA, IMMEDIATELY AFTER BOOTING (AND LOGGING

         5           IN) A JAVASTATION?  THIS WOULD HELP US IN SETTING

         6           UP AN EVENT WHERE 50 JAVASTATIONS WILL BE RUNNING

         7           AN APPLICATION BUT ARE NOT ALLOWED TO HAVE

         8           INTERNET ACCESS."

         9                ARE YOU AWARE OF WHETHER--OF WHAT THE ANSWER

        10           TO THAT QUESTION IS?

        11                ANSWER:  YES.

        12                QUESTION:  WHAT IS THE ANSWER TO THAT

        13           QUESTION?

        14                ANSWER:  THE ANSWER IS YES, IT IS POSSIBLE

        15           TO DO THAT.  WE HAD ACTUALLY CREATED AN APPLET

        16           THAT MADE THIS A LOT EASIER, SO YOU CAN PICK VERY

        17           EASILY WHAT APPLICATION WAS THE MAIN ONE THAT

        18           RAN.

        19                QUESTION:  I WANT TO TAKE A LOOK AT--HAVE

        20           YOU TAKE A LOOK AT THE TOP OF THE MESSAGE WHERE

        21           IT SAYS, "I THINK THAT IF THIS IS NOT POSSIBLE

        22           NOW, IT OUGHT TO BE A SUPPORTED, DOCUMENTED

        23           OPTION IN THE FUTURE.  MANY CORPORATE CUSTOMERS,

        24           I BELIEVE, WANT TO RESTRICT THEIR USERS' ACCESS

        25           TO THE WEB IN THE SAME WAY."
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         1                DO YOU THINK THAT'S AN ACCURATE STATEMENT?

         2                ANSWER:  YES.

         3                QUESTION:  ON WHAT DO YOU BASE YOUR ANSWER?

         4                ANSWER:  GETTING THE FEEDBACK FROM CORPORATE

         5           CUSTOMERS.

         6                QUESTION:  WHAT HAVE CUSTOMERS TOLD YOU?

         7                ANSWER:  THAT, AGAIN, MANY OF THEM DID NOT

         8           WANT THEIR EMPLOYEES TO HAVE ACCESS TO WEB

         9           BROWSING.

        10                QUESTION:  DO ANY PARTICULAR CUSTOMERS COME

        11           TO MIND?

        12                ANSWER:  FTB, THE FLORIST.

        13                QUESTION:  FTB?

        14                ANSWER:  IT'S THE FLORIST TRADE BUREAU, I

        15           THINK IT'S CALLED.  THAT WAS ONE.

        16                SEVERAL UNIVERSITIES THAT I TALKED TO ALSO

        17           HAD SIMILAR REQUESTS.

        18                QUESTION:  WHEN YOU SAY "SIMILAR REQUESTS,"

        19           WHAT WERE THEY REQUESTING?

        20                ANSWER:  TO BE ABLE TO PUT THEIR APPLICATION

        21           AS TO THE MAIN APPLICATION THAT CAME UP

        22           IMMEDIATELY AND NOT HAVE BROWSING.

        23                QUESTION:  YOU TESTIFIED THAT THE BROWSER IS

        24           DISTRIBUTED SEPARATELY FROM THE JAVA OS.

        25                IS IT ALSO POSSIBLE FOR A USER OF THE JAVA
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         1           OS TO REMOVE THE BROWSER ONCE IT'S INSTALLED?

         2                ANSWER:  WELL, IT DEPENDS ON THE ACTUAL

         3           DEPLOYMENT.  BECAUSE THE APPLICATIONS ARE LOADED

         4           ON THE SERVER, THE SYSTEM ADMINISTRATOR CAN

         5           DECIDE WHICH USER GETS ACCESS TO A BROWSER

         6           VERSUS, MAYBE, A DIFFERENT APPLICATION.

         7                SO, THE END USER DOESN'T REALLY CONTROL, BUT

         8           THE SYSTEM ADMINISTRATOR WITHIN A COMPANY CAN

         9           DECIDE YOU HAVE BROWSING ACCESS, VERSUS THE NEXT

        10           USER MIGHT ONLY HAVE THE CALL CENTER APPLICATIONS

        11           INSTEAD.

        12                QUESTION:  I JUST WANT TO MAKE SURE I

        13           UNDERSTAND.  THE END USER CANNOT DECIDE WHETHER

        14           TO REMOVE THE BROWSER.

        15                ANSWER:  IF THE END BROWSER IS A COMPANY,

        16           THE SYSTEM ADMINISTRATOR OF THAT COMPANY CAN

        17           DECIDE.  BUT THE END, I GUESS, PERSON USING THE

        18           NETWORK COMPUTER DOESN'T REALLY DECIDE.

        19                QUESTION:  IS IT POSSIBLE FOR THE SYSTEM

        20           ADMINISTRATOR TO ACTUALLY INSTALL THE CODE FOR

        21           THE BROWSER?

        22                ANSWER:  YES.

        23                QUESTION:  IF THE SYSTEM ADMINISTRATOR DOES

        24           REMOVE THE CODE FOR THE BROWSER, WILL IT HAVE ANY

        25           IMPACT ON THE FUNCTIONALITY OF THE JAVA OS OTHER
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         1           THAN THE REMOVING BROWSING--OTHER THAN REMOVING

         2           BROWSING CAPABILITY?

         3                ANSWER:  IF THERE IS ANOTHER

         4           APPLICATION--THERE HAS TO BE A MAIN APPLICATION.

         5           OTHERWISE, THE USER DOESN'T REALLY HAVE AN

         6           APPLICATION TO RUN.  BUT YOU CAN REMOVE THE

         7           BROWSER AND NOT AFFECT JAVA OS.

         8                QUESTION:  LET ME BE CLEAR.  LET'S SAY JAVA

         9           OS HAS E-SUITE RUNNING ON IT.

        10                IF YOU REMOVE THE BROWSER, WILL JAVA OS

        11           STILL FUNCTION?

        12                ANSWER:  YES.

        13                QUESTION:  HOW IMPORTANT IS IT TO SUN WHEN

        14           YOU ARE TRYING TO LICENSE THE JAVA OS TO

        15           CUSTOMERS TO HAVE APPLICATIONS AVAILABLE TO RUN

        16           ON THE JAVA OS?

        17                MR. EDELMAN:  OBJECT TO THE FORM.

        18                ANSWER:  VERY IMPORTANT.

        19                QUESTION:  WHY IS THAT VERY IMPORTANT?

        20                ANSWER:  WITHOUT HAVING A BASELINE OF

        21           APPLICATIONS, A LOT OF CUSTOMERS WHO WOULD HAVE

        22           CONSIDERED YOUR PRODUCT MIGHT NOT, UNLESS THEY

        23           KNOW THERE IS A BASE SUITE OF SOFTWARE AVAILABLE.

        24                QUESTION:  WHEN YOU SAY A "BASE SOFTWARE,"

        25           CAN YOU EXPLAIN WHAT YOU MEAN BY THAT.
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         1                ANSWER:  KEY PRODUCTIVITY APPLICATIONS WHICH

         2           YOU MIGHT SEE IN MICROSOFT OFFICE, FOR EXAMPLE.

         3                QUESTION:  DOES MICROSOFT OFFICE RUN ON THE

         4           JAVA OS?

         5                ANSWER:  NO.

         6                QUESTION:  IS THE JAVA VIRTUAL MACHINE

         7           DISTRIBUTED IN ANYTHING OTHER THAN BROWSERS?

         8                ANSWER:  YES.

         9                QUESTION:  WHAT ELSE IS IT DISTRIBUTED IN?

        10                ANSWER:  JAVA OS INCLUDES A JAVA VIRTUAL

        11           MACHINE.

        12                QUESTION:  DOES SOLARIS INCLUDE A JAVA

        13           VIRTUAL MACHINE?

        14                ANSWER:  I BELIEVE SO.

        15                QUESTION:  WELL, LET ME ASK YOU GENERICALLY,

        16           COULD AN OPERATING SYSTEM SUCH AS WINDOWS OR

        17           SOLARIS OR OS/2 INCLUDE A JAVA VIRTUAL MACHINE?

        18                ANSWER:  YES.

        19                QUESTION:  SO AGAIN, IS IT A FAIR

        20           CHARACTERIZATION TO SAY THAT THE JAVA VIRTUAL

        21           MACHINE CAN BE DISTRIBUTED EITHER THROUGH A

        22           BROWSER OR AN OPERATING SYSTEM?

        23                ANSWER:  YES.

        24                QUESTION:  IS MAKING APPLICATIONS RUN

        25           CROSS-PLATFORM IMPORTANT TO THE SUCCESS OF THE
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         1           JAVA OS?

         2                ANSWER:  WE BELIEVE SO, YES.

         3                QUESTION:  AND WHY IS THAT?

         4                ANSWER:  BECAUSE IT ALLOWS COMPANIES TO TAKE

         5           THE SAME APPLICATION THAT THEY MIGHT RUN ON ANY

         6           DESKTOP SYSTEM AND SAY YOU CAN RUN THAT SAME

         7           APPLICATION ON TOP OF THESE NETWORK COMPUTERS.

         8                QUESTION:  IS THE DISTRIBUTION OF THE JAVA

         9           VIRTUAL MACHINE THROUGH BROWSERS IMPORTANT TO SUN

        10           MICROSYSTEMS?

        11                ANSWER:  YES.

        12                QUESTION:  WHY IS THAT?

        13                ANSWER:  BECAUSE IT HAS VERY HIGH

        14           DISTRIBUTION, SO THE NUMBER OF USERS WHO RECEIVE

        15           THAT IS VERY IMPORTANT.

        16                QUESTION:  OKAY.  REFERRING YOU TO YOUR

        17           TESTIMONY ON CROSS-EXAMINATION REGARDING WHETHER

        18           SOMETHING--WHETHER UNINSTALLING A BROWSER WOULD

        19           AFFECT THE FUNCTIONALITY OF JAVA OS, WAS YOUR

        20           TESTIMONY LIMITED TO JAVA OS AS OPPOSED TO ANY

        21           OTHER OPERATING SYSTEM?

        22                ANSWER:  YES.

        23                QUESTION:  AND SO, FOR EXAMPLE, YOUR

        24           TESTIMONY DIDN'T RELATE AT ALL TO ANY IMPACT OF

        25           SUCH AN ENDEAVOR ON WINDOWS; IS THAT RIGHT?
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         1                ANSWER:  I ANSWERED MY QUESTION PURELY ON

         2           JAVA OS.

         3           (DEPOSITION EXCERPTS OF JOHN ROMANO.)

         4                QUESTION:  TO WHAT EXTENT THAT YOU'RE AWARE

         5           WHAT THE CONSIDERATIONS HAVE BEEN, HAS HPD EVER

         6           CONSIDERED REINSTALLING OS/2?

         7                ANSWER:  WE HAVE--HAVE WE CONSIDERED

         8           INSTALLING OS/2?  NOT SERIOUSLY, NO.

         9                QUESTION:  WHY NOT?

        10                ANSWER:  WELL, THAT'S NOT A SERIOUS

        11           CONTENDER FOR THE HOME PC MARKETPLACE.

        12                QUESTION:  WAS THAT PART OF THE ASSESSMENT,

        13           TO THE EXTENT THERE WAS ONE, OF OS/2?

        14                ANSWER:  WELL, OUR ASSESSMENT OF WHAT IT

        15           TOOK TO BE COMPETITIVE IN THE HOME PC MARKET

        16           QUICKLY BUILT UP A SET OF REQUIREMENTS THAT

        17           BASICALLY INCLUDED WINDOWS AND EXCLUDED ALL OTHER

        18           OPERATING SYSTEMS AS A VIABLE CANDIDATE FOR US TO

        19           BE COMPETITIVE.

        20                QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS

        21           TO WHAT THE PRICE TREND FOR, IF YOU CAN STATE

        22           ONE, IN GENERAL FOR THE COMPONENTS THAT HAVE GONE

        23           INTO PAVILION PC'S HAVE BEEN OVER THE LAST THREE

        24           YEARS?

        25                ANSWER:  PRICE TRENDS OF COMPONENTS HAVE
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         1           BEEN DROPPING SIGNIFICANTLY.

         2                QUESTION:  CAN YOU DESCRIBE COMPONENTS FOR

         3           WHICH THAT'S TRUE SPECIFICALLY.

         4                ANSWER:  BASICALLY ALL COMPONENTS HAVE BEEN

         5           DROPPING IN LIGHT OF THE DECLINING ASP'S AND THE

         6           NEED TO BE MORE COMPETITIVE.  SO MOTHERBOARD

         7           PRICES HAVE GONE DOWN.  PROCESSOR PRICES HAVE

         8           GONE DOWN.  MEMORY HAS GONE DOWN.  DISK DRIVES

         9           HAVE GONE DOWN.

        10                QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS

        11           TO WHAT THE TREND HAS BEEN, FROM 1995 UNTIL NOW

        12           HAS BEEN FOR THE PRICE OF WINDOWS 95?  THIS IS

        13           THE PRICE THAT HPD PAYS OR THE--

        14                ANSWER:  YOU MEAN THE OPERATING SYSTEM

        15           ITSELF?

        16                QUESTION:  PAYS TO MICROSOFT.

        17                MR. LACOVARA:  OBJECTION.

        18                ANSWER:  YES, I DO.

        19                QUESTION:  OKAY.  AND WHAT IS THAT

        20           UNDERSTANDING?

        21                ANSWER:  THE PRICE HAS GONE UP.

        22                QUESTION:  WHAT'S YOUR BASIS FOR SAYING

        23           THAT?

        24                ANSWER:  WELL, I WAS AWARE ALL THROUGH THAT

        25           PERIOD OF THE PRICES THAT WE'RE PAYING FOR
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         1           BASICALLY ALL OF OUR COMPONENTS.

         2                QUESTION:  NOW, YOU TESTIFIED, IF I HEARD

         3           YOU CORRECTLY, THAT PRICE OF MOTHERBOARDS TO HPD

         4           FROM 1995 UNTIL NOW HAS GONE DOWN?

         5                ANSWER:  YES.

         6                QUESTION:  OVER THAT SAME PERIOD OF TIME, DO

         7           YOU HAVE ANY UNDERSTANDING AS TO WHAT THE TREND

         8           HAS BEEN IN THE PERFORMANCE OF THE MOTHERBOARDS

         9           USED IN PAVILION PC'S?

        10                ANSWER:  WELL, THE PERFORMANCE HAS GONE UP

        11           IN FEATURES AND PERFORMANCE.

        12                QUESTION:  AND YOU SAYING FEATURES AND

        13           PERFORMANCE, WHAT DO YOU MEAN BY THAT?

        14                ANSWER:  WELL, FEATURES ARE FACILITIES OR

        15           CAPABILITIES THAT THE SYSTEM HAS, THE SPEED AT

        16           WHICH CERTAIN SUBSYSTEMS OF THE MOTHERBOARD MIGHT

        17           OPERATE.

        18                FOR INSTANCE, THE SPEEDS AT WHICH IT TALKS

        19           TO THE DISK DRIVE, THE SPEED OF WHICH IT TALKS TO

        20           THE MODEM OR HOW THE MODEM TALKS TO THE TELEPHONE

        21           LINES, THOSE TYPES OF THINGS.  THOSE WOULD BE THE

        22           PERFORMANCE OR FEATURES, THE SPEED OF THE

        23           PROCESSOR, THE SPEED OF THE MEMORY.

        24                QUESTION:  OKAY.  NOW, DID YOU ALSO TESTIFY

        25           EARLIER ABOUT THE PRICE TREND FOR HARD DISK
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         1           DRIVES?

         2                ANSWER:  YES.

         3                QUESTION:  AND OVER THE PERIOD OF TIME FROM

         4           1995 UNTIL NOW, WHAT HAS THE TREND BEEN IN TERMS

         5           OF THE FEATURES OR PERFORMANCE OF HARD DISK

         6           DRIVES?

         7                ANSWER:  FEATURES MEASURED IN SPEED OF

         8           ACCESS OR SPEED OF TRANSFER HAVE INCREASED

         9           SIGNIFICANTLY.  STORAGE CAPACITY HAS INCREASED

        10           SIGNIFICANTLY, AND PRICE MEASURED ON EITHER A

        11           PERFORMANCE OR SPACE HAS GONE DOWN SIGNIFICANTLY.

        12                QUESTION:  ARE YOU FAMILIAR WITH SOMETHING

        13           THAT IS CALLED OR WHAT WAS CALLED THE PERSONAL

        14           PAGE?

        15                ANSWER:  YES, I AM.

        16                QUESTION:  WHAT IS OR WHAT WAS THAT?

        17                ANSWER:  THE PERSONAL PAGE WAS A PIECE OF

        18           SOFTWARE THAT WE AT HPD HAD CONTRACTED WITH A

        19           THIRD PARTY TO CREATE, WHICH WAS A MENUING SYSTEM

        20           GUIDE THAT OVERLAID WINDOWS 95.

        21                QUESTION:  AS OF THE TIME YOU LEFT FOR

        22           SINGAPORE, WAS THE PERSONAL PAGE STILL AVAILABLE

        23           ON PAVILION PC'S?

        24                ANSWER:  NO, IT WAS NOT.

        25                QUESTION:  WHY NOT?
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         1                ANSWER:  WE STOPPED USING THE PERSONAL PAGE

         2           PROBABLY ABOUT A YEAR PRIOR TO THE TIME I LEFT.

         3           WE WERE NO LONGER ALLOWED TO OFFER ANY EARLY

         4           CHOICE TO OUR CUSTOMERS AS TO WHICH USER

         5           INTERFACE THEY WOULD USE.  AND WE FOUND THAT

         6           AFTER THAT OCCURRED, THERE WAS MUCH LESS

         7           LIKELIHOOD THAT OUR CUSTOMERS WOULD BE ABLE TO

         8           MAKE THAT CHOICE BEFORE THEY GOT IN TROUBLE.

         9                I GUESS--LET ME GO BACK AND SAY SOME OF THE

        10           MOTIVATION, I DIDN'T SAY THAT, BUT A COUPLE OF

        11           THE MOTIVATIONS FOR US WERE, ONE, TO

        12           DIFFERENTIATE OUR PC FROM OUR COMPETITORS AT

        13           POINT OF SALE.

        14                TWO, TO MAKE SURE THAT THE CUSTOMERS HAD AN

        15           EASIER, MORE SUCCESSFUL USE OF THE PC, BUT THAT

        16           IT ALSO GAVE THEM THE CHOICE OF GOING DIRECTLY TO

        17           A MORE ADVANCED INTERFACE LIKE WINDOWS 95, SO WE

        18           DIDN'T WANT TO PRECLUDE THAT CHOICE.

        19                AND THIRD ONE WAS MORE DEFENSIVE, AND THAT

        20           IS, BY KEEPING PEOPLE FROM GETTING INTO TROUBLE

        21           WITH THE PRODUCT, WE WOULD REDUCE OUR SUPPORT

        22           CALLS.  AND THAT WAS A LARGE PART OF OUR

        23           MOTIVATION BECAUSE SUPPORT CALLS IS A VERY HIGH

        24           PERCENTAGE OF OUR EXPENSE OF OUR BUSINESS MODEL.

        25                QUESTION:  THE "OUR" IN THAT ANSWER WAS
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         1           WHOM?  YOU SAID "OUR"--

         2                ANSWER:  OUR, HPD.

         3                QUESTION:  NOW, YOU ALSO--IN YOUR ANSWER YOU

         4           SAID THAT HPD, IF I UNDERSTAND YOU CORRECTLY, WAS

         5           NO LONGER ALLOWED TO DO SOMETHING.  CAN YOU

         6           DESCRIBE WHAT YOU MEANT BY THAT.

         7                ANSWER:  WELL, AS I DESCRIBED EARLIER, WE

         8           HAD THIS SO-CALLED OUT-OF-BOX EXPERIENCE FROM THE

         9           TIME THE PC TURNED ON WHERE WE COULD REGISTER OUR

        10           CUSTOMERS AND THEN TALK TO OUR CUSTOMER,

        11           INTRODUCE THEM TO THE PC, AND GIVE THEM THE

        12           CHOICE OF WHETHER THEY WANTED TO USE THIS PROGRAM

        13           OR NOT BY GIVING THEM A TOUR OF WHAT FEATURES AND

        14           BENEFITS WERE.

        15                WE WERE NO LONGER ALLOWED TO DO THAT

        16           AUTOMATICALLY ON BOOTUP SEQUENCE.  AND SINCE WE

        17           DIDN'T HAVE THAT OPPORTUNITY, THE ONLY WAY WE

        18           COULD TALK TO OUR CUSTOMER WAS BY HAVING AN ICON

        19           ON THE DESKTOP.  AND OUR CUSTOMERS WERE MUCH LESS

        20           LIKELY TO CHOOSE THAT ICON FROM THE OTHER CHOICES

        21           THEY HAD ONCE THEY WERE DUMPED TO WINDOWS

        22           DESKTOP.

        23                SO IT WAS BASICALLY--IT BECAME NOT A GOOD

        24           RETURN ON OUR INVESTMENT TO CONTINUE WITH THAT

        25           PROGRAM UNDER THOSE CIRCUMSTANCES.
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         1                QUESTION:  AND BY WHOM WAS HPD NOT ALLOWED

         2           TO DO WHAT YOU JUST DESCRIBED?

         3                ANSWER:  MICROSOFT.

         4                QUESTION:  AND WHAT, IF ANYTHING, WAS IT

         5           THAT PEOPLE FROM MICROSOFT SAID OR DID THAT

         6           CONVEYED TO YOU THAT HPD WAS NOT ALLOW TO DO

         7           THAT?

         8                ANSWER:  THEY TOLD US SPECIFICALLY THAT WE

         9           HAD TO CEASE DOING THAT, AND THEY DID THAT BASED

        10           ON THEIR OBSERVATIONS OF OUR MACHINE.  AND

        11           SUBSEQUENTLY, THEY REQUIRED US TO SUBMIT

        12           PRE-RELEASES OF OUR MACHINE TO THEM FOR THEIR

        13           EVALUATION SO THEY COULD JUDGE WHETHER IT WAS

        14           COMPLIANT OR NOT COMPLIANT.

        15                QUESTION:  AND IN RESPONSE TO THOSE

        16           COMMUNICATIONS, WHAT DID HPD DO WITH RESPECT TO

        17           THE PERSONAL PAGE?

        18                ANSWER:  WELL, OUR INTENTION IS ALWAYS TO

        19           HONOR CONTRACTS, AND WE HAD A DISAGREEMENT ABOUT

        20           WHAT WE THOUGHT COMPLIANCE OR NONCOMPLIANCE WAS.

        21           AND THROUGH MANY DISCUSSIONS WITH MICROSOFT, WE

        22           CAME TO MUTUAL UNDERSTANDING OF WHAT IT DID MEAN,

        23           AND SO WHEN WE FINALLY HAD A MUTUAL

        24           UNDERSTANDING, WE BECAME COMPLIANT.

        25                QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS
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         1           TO WHETHER PAVILION CUSTOMERS COULD ALSO CALL

         2           MICROSOFT?

         3                ANSWER:  PAVILION CUSTOMERS, OF COURSE,

         4           COULD CALL MICROSOFT, BUT WHEN THEY DID, THEY

         5           WERE ASKED THEIR SERIAL NUMBER, AND SERIAL

         6           MEMBERS ARE CODED TO OEM'S, AND THEY WERE TOLD TO

         7           CALL THEIR OEM FOR SUPPORT.

         8                QUESTION:  WHAT'S YOUR BASIS FOR SAYING

         9           THAT?

        10                ANSWER:  EXCUSE ME?

        11                QUESTION:  WHAT'S YOUR BASIS FOR YOUR

        12           UNDERSTANDING THAT THAT WAS THE PROCESS FOR A

        13           CUSTOMER WHO CALLED MICROSOFT?

        14                ANSWER:  I WAS TOLD BY MICROSOFT

        15           REPRESENTATIVES THAT THAT WAS THE PROCESS.

        16                QUESTION:  DO YOU REMEMBER WHO THOSE

        17           REPRESENTATIVES ARE?

        18                ANSWER:  NOT SPECIFICALLY, NO.

        19                QUESTION:  YOU TESTIFIED EARLIER ABOUT THE

        20           REMOVAL OF A VARIETY OF PROGRAMS FROM THE BOOTUP

        21           SEQUENCE FOR THE PAVILION PC.

        22                ANSWER:  UH-HUH.

        23                QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS

        24           TO WHETHER THERE WAS AN IMPACT ON SUPPORT CALLS?

        25                ANSWER:  YEAH.  IT'S OUR JUDGMENT THAT--AND
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         1           OUR MEASURED METRICS THAT OUR SUPPORT CALLS

         2           INCREASED SIGNIFICANTLY OVER THE PERIOD OF TIME

         3           FROM WHEN WE HAD ORIGINALLY RELEASED THE PRODUCT

         4           TO LATER, AND BASICALLY WE DID TRACK ALL OF OUR

         5           SUPPORT CALLS BY NATURE AND TYPE OF QUESTIONS, SO

         6           WE HAD A DATABASE THAT KEEPS TRACK OF EXACTLY

         7           WHAT TYPE OF ISSUES THE CUSTOMERS HAD.  AND THEN

         8           WE COULD COUNT AND RUN STATISTICS ON THE NUMBERS

         9           OF CALL, NUMBER OF CALL MINUTES, AND THE NATURE

        10           OF THE CALLS.  WE DID--RAN REPORTS ON A MONTHLY

        11           BASIS.

        12                QUESTION:  OKAY.  DID HPD REACH AND

        13           CONCLUSION--I WILL ASK IT THAT WAY--FROM WHAT YOU

        14           DESCRIBED THAT--

        15                MR. LACOVARA:  OBJECTION.

        16                QUESTION:  HPD CONCLUSION AS TO THE IMPACT

        17           ON SUPPORT CALLS?

        18                MR. LACOVARA:  OBJECTION.  LACKS FOUNDATION.

        19                MR. MELAMED:  YOU CAN ANSWER.

        20                ANSWER:  YES.  I MEAN, PART OF MY

        21           RESPONSIBILITY AS R&D MANAGER IS TO ASSESS AND TO

        22           REDUCE OUR SUPPORT CALL LOADS BY WHAT I WAS

        23           RESPONSIBLE FOR IN THE PRODUCTS, SO IT WAS MY

        24           RESPONSIBILITY TO STUDY THE RESULTS OF OUR

        25           SUPPORT CALL LOAD TO TRY TO ASSESS WHAT THE
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         1           CAUSES WERE AND TO REPAIR THOSE CAUSES.

         2                SO, IT WAS MY JUDGMENT AND THE JUDGMENT OF

         3           MY TEAM THAT AS A DIRECT RESULT OF SOME OF THOSE

         4           CHANGES, OUR SUPPORT CALLS WENT UP BY

         5           APPROXIMATELY TEN PERCENT IN THE ARENA OF

         6           WINDOWS 95 USAGE.

         7                QUESTION:  NOW, YOU TESTIFIED THAT AS TO THE

         8           PLACEMENT OF THE PERSONAL PAGE PROGRAM DURING THE

         9           BOOTUP SEQUENCE, AND I GATHER YOU WERE REFERRING

        10           TO THE BOOTUP SEQUENCE FOR WINDOWS 95?

        11                ANSWER:  YES.

        12                QUESTION:  DID YOU OR ANYBODY ELSE THAT YOU

        13           WERE AWARE OF AT HPD CONSIDER PUTTING THE PROGRAM

        14           BEFORE THAT BOOTUP PROCESS BEGAN?

        15                ANSWER:  YES, WE DID.

        16                QUESTION:  AND WHAT CONCLUSION DID YOU

        17           REACH?

        18                ANSWER:  WELL, IN EXPLORING OUR ALTERNATIVES

        19           AFTER WE WERE TOLD WE COULDN'T DO WHAT WE HAD

        20           BEEN DOING, WE LOOKED AT OTHER WAYS TO RUN OUR

        21           PROGRAMS.  THE ONLY ONES THAT WE FOUND WERE

        22           VIABLE, TECHNICALLY VIABLE, WERE TO RUN ANOTHER

        23           OPERATING SYSTEM PRIOR TO BOOTING WINDOWS 95.  WE

        24           LOOKED AT SEVERAL OF THOSE OPPORTUNITIES.  BUT

        25           BECAUSE OF TIME CONSTRAINTS AND RESOURCE

                                                           43

         1           CONSTRAINTS, WE COULDN'T IMPLEMENT THOSE IN TIME

         2           TO MAKE THAT HAPPEN.

         3                QUESTION:  WAS THE COST OF DOING THAT PART

         4           OF YOUR CALCULATION?

         5                ANSWER:  CERTAINLY, COST AND TIME.

         6                QUESTION:  THAT WAS THE OPTION CONSIDERED

         7           AGAIN AFTER WHAT TRANSPIRED WITH MICROSOFT THAT

         8           YOU DESCRIBED EARLIER ABOUT THE REMOVAL OF THE

         9           PROGRAMS FROM THE BOOTUP SEQUENCE?

        10                MR. LACOVARA:  OBJECT TO THE FORM.

        11                ANSWER:  YES, IT WAS.

        12                QUESTION:  AND WHAT CONCLUSION WAS REACHED?

        13                ANSWER:  AGAIN, THE TIME ELEMENT--YOU MEAN

        14           FROM THE TIME THEY TOLD US TO THE NEXT RELEASE OF

        15           OUR PRODUCT?

        16                ANSWER:  CORRECT.

        17                ANSWER:  YES.  WE CONSIDERED THAT AS AN

        18           OPTION, BUT THERE WASN'T--THERE WASN'T ENOUGH

        19           TIME TO IMPLEMENT THAT.

        20                PART OF THE PROBLEM WAS THAT THE PROGRAMS

        21           THAT WE HAD DEVELOPED FOR REGISTRATION, OUR

        22           REGISTRATION CLIENT AND OUR--THE OTHER WHOLE

        23           PROGRAM THAT I TALKED ABOUT, THE PERSONAL TOUR,

        24           WERE ALL DEVELOPED WITH WINDOWS 95 INTERFACES.

        25           SO, PORTING THOSE TO ANOTHER SYSTEM WOULD HAVE
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         1           BEEN QUITE TIME CONSUMING, EXPENSIVE FOR US.

         2           THERE'S SOME OTHER TECHNICAL ISSUES AS WELL,

         3           BUT...

         4                QUESTION:  OKAY.  WHEN DID PERSONAL PAGE

         5           RUN?

         6                ANSWER:  PERSONAL PAGE WAS THE ALTERNATIVE

         7           USER INTERFACE THAT YOU ASKED ME ABOUT JUST A

         8           MOMENT AGO, AND THAT RAN AFTER THE WHOLE BOOT

         9           SEQUENCE UPON ENTERING INTO WINDOWS 95.

        10                QUESTION:  AND MICROSOFT--SO YOUR TESTIMONY

        11           IS MICROSOFT NEVER TOLD YOU--NEVER TOLD HPD THAT

        12           IT COULD NOT ALLOW A USER TO GET TO THE PERSONAL

        13           PAGE OFF THE WINDOWS DESKTOP; IS THAT CORRECT?

        14                MR. MELAMED:  VAGUE AND AMBIGUOUS.

        15                ANSWER:  AS I UNDERSTAND THE QUESTION, THEY

        16           NEVER TOLD US THAT WE COULDN'T GET IT OFF THE

        17           STANDARD DESKTOP.

        18                QUESTION:  RIGHT.

        19                ANSWER:  THAT'S--YEAH, THAT'S A DIFFICULT

        20           QUESTION.  YOU MEAN--WE WEREN'T TOLD THAT WE

        21           COULDN'T ACCESS IT FROM THE DESKTOP, NO.

        22                QUESTION:  SO, YOUR UNDERSTANDING WAS THAT

        23           HPD WAS PERMITTED TO HAVE AN ICON FOR PERSONAL

        24           PAGE?

        25                ANSWER:  CERTAINLY, WE WOULD HAVE AS MANY
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         1           ICONS IN THE DESKTOP AS WE LIKED.

         2                QUESTION:  AND A USER COULD USE THAT ICON

         3           AND NEVER DEAL WITH WINDOWS 95 AGAIN; IS THAT

         4           CORRECT?

         5                ANSWER:  YES, THAT'S TRUE.

         6                QUESTION:  AND THE WINDOWS INTERFACE COULD

         7           DISAPPEAR FOREVER?

         8                ANSWER:  NO, IT WOULD NOT.

         9                QUESTION:  THE USER WOULDN'T HAVE TO SEE IT

        10           EVER AGAIN; IS THAT CORRECT?

        11                MR. MELAMED:  VAGUE AND AMBIGUOUS.

        12                QUESTION:  IF I SELECTED THE PERSONAL PAGE

        13           DESKTOP, WHAT HAPPENED ON SUBSEQUENT BOOTS?

        14                ANSWER:  YOU WOULD GO TO THE PERSONAL PAGE

        15           DESKTOP.

        16                QUESTION:  OKAY.  AND I COULD GET BACK TO

        17           WINDOWS; CORRECT?

        18                ANSWER:  YES, AT ANY TIME.

        19                QUESTION:  BUT I'D HAVE TO MAKE A CHOICE TO

        20           GET BACK?

        21                ANSWER:  YES.

        22                QUESTION:  THE DEFAULT WOULD BE AN

        23           ALTERNATIVE INTERFACE TO IT?

        24                ANSWER:  YES, IT WOULD.

        25                QUESTION:  AND MICROSOFT NEVER RESTRICTED
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         1           HPD'S ABILITY TO HAVE AN ALTERNATIVE INTERFACE

         2           AFTER FIRST BOOT; IS THAT CORRECT?

         3                ANSWER:  CORRECT.

         4                QUESTION:  NOW, THE PERSONAL TOUR--IS THAT

         5           WHAT YOU CALLED IT?

         6                ANSWER:  YES.

         7                QUESTION:  THE PERSONAL TOUR, THAT CAME UP

         8           IN THE FIRST BOOT SEQUENCE; IS THAT CORRECT?

         9                ANSWER:  YES.

        10                QUESTION:  AND MICROSOFT INFORMED HPD, TO

        11           YOUR KNOWLEDGE, THAT THAT WAS NOT PERMITTED UNDER

        12           THE OPK; IS THAT CORRECT?

        13                ANSWER:  YES, THAT'S CORRECT.

        14                QUESTION:  AND THIS, I THINK, IS THE

        15           QUESTION I SHOULD HAVE ASKED.  IS IT--WERE YOU

        16           INFORMED BY MICROSOFT THAT ONE OF THE REASONS

        17           THAT THE PERSONAL TOUR WOULD NOT BE PERMITTED IS

        18           IT PERMITTED A USER TO GET TO THE WINDOWS DESKTOP

        19           WITHOUT EVER SEEING AND ACCEPTING THE WINDOWS 95

        20           END-USER LICENSE AGREEMENT?

        21                ANSWER:  THERE WAS A (SIC) ESCAPE THAT WAS

        22           FEASIBLE FROM THAT--ALTHOUGH, IT WAS NOT A NORMAL

        23           EXIT MODE THAT MADE THAT POSSIBLE, YES.

        24                QUESTION:  AND HAD--TO YOUR KNOWLEDGE, HAD

        25           HPD DESIGNED THE PERSONAL TOUR SO THAT THAT WOULD
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         1           BE POSSIBLE?

         2                ANSWER:  NO, NOT AT ALL.

         3                QUESTION:  THAT WAS SOMETHING THAT YOU HAD

         4           NOT INTENDED BUT THAT COULD HAPPEN; CORRECT?

         5                ANSWER:  YEAH, IT WAS A LOW PROBABILITY

         6           OCCURRENCE OF IT.  WHAT WE CALLED "DEFECT" OR

         7           "SIDE EFFECT."

         8                QUESTION:  YOU TESTIFIED A LITTLE EARLIER, I

         9           THINK, THAT MICROSOFT PERMITTED HPD TO ALTER, I

        10           THINK IT WAS, FOUR SCREENS IN THE BOOT SEQUENCE;

        11           IS THAT CORRECT?

        12                ANSWER:  I DIDN'T GIVE THE NUMBER.  YOU

        13           BASICALLY NAMED OFF THE SCREENS, BUT WE WERE--WE

        14           HAD DEVELOPED A MOUSE TUTORIAL.  WE HAD DONE WHAT

        15           WE CALL KIND OF A PERSONAL SYSTEM CHECK, AND THEY

        16           HAD ALLOWED US TO CHANGE--THEY HAD GIVEN US

        17           PERMISSION TO CHANGE THE LOOK OF THE TWO OF THE

        18           REQUIRED SCREENS, BUT NOT REALLY THE

        19           FUNCTIONALITY.

        20                QUESTION:  OKAY.  WAS ONE OF THE ALTERATIONS

        21           THAT YOU WERE--THAT HPD WAS PERMITTED TO CHANGE

        22           THE SPLASH SCREEN TO INSERT AN HP-BRANDED SPLASH

        23           SCREEN?

        24                ANSWER:  THAT HAS NOTHING TO DO WITH THE

        25           BOOT SEQUENCE, PER SE, BUT THAT HAS TO DO WITH
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         1           AFTER YOU ENTER WINDOWS 95.  BUT YES, THAT WAS

         2           FINALLY GRANTED.  THERE WAS A PERIOD OF TIME

         3           WHERE THAT WAS NOT GRANTED.

         4                QUESTION:  BUT IT WAS GRANTED AFTER THESE

         5           NEGOTIATIONS THAT LED TO A COMMON UNDERSTANDING;

         6           IS THAT CORRECT?

         7                ANSWER:  YES.

         8                QUESTION:  OKAY.  IS IT ALSO CORRECT THAT

         9           MICROSOFT AND HPD INSTITUTED QUARTERLY MEETINGS

        10           TO MAKE SURE THERE WOULD BE FEWER DISPUTES IN THE

        11           FUTURE?

        12                ANSWER:  YES, WE DID.

        13                QUESTION:  YOU TESTIFIED, I BELIEVE, THAT

        14           ONE OF THE REASONS THAT HPD WANTED TO CREATE A

        15           UNIQUE OUT-OF-BOX EXPERIENCE WAS TO PROMOTE THE

        16           BRANDING AND DIFFERENTIATION OF PAVILION

        17           PRODUCTS; IS THAT CORRECT?

        18                ANSWER:  YES, WE DID.

        19                QUESTION:  AND I TAKE IT THAT WAS TO--AM I

        20           CORRECT THAT THAT IS TO ESTABLISH A CONNECTION

        21           BETWEEN THE USER AND THE HPD OR PAVILION--HP OR

        22           PAVILION BRAND; IS THAT CORRECT?

        23                ANSWER:  YES.

        24                QUESTION:  UNDER THE OPK FOR WINDOWS 95 OR

        25           THE OPK'S FOR WINDOWS 95, DID MICROSOFT RESTRICT,
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         1           IN ANY WAY, HPD'S ABILITY TO PUT BRANDING IMAGES

         2           ON THE BIOS?

         3                ANSWER:  NO, THEY DID NOT.

         4                QUESTION:  UNDER THE WINDOWS 95 OPK, WAS HPD

         5           PERMITTED TO CUSTOMIZE HELP MENUS?

         6                ANSWER:  I'M NOT AWARE OF THAT AT THIS

         7           POINT, NO.

         8                QUESTION:  DO YOU KNOW WHETHER HPD WAS

         9           PERMITTED TO ADD PAVILION-SPECIFIC TUTORIALS TO

        10           EITHER THE TASK BAR, THE DESKTOP?

        11                ANSWER:  WE WERE PERMITTED TO ADD ANYTHING

        12           WE WANTED TO IN WINDOWS 95.

        13                QUESTION:  YOU COULD ADD AS MANY ICONS AS

        14           YOU WANTED?

        15                ANSWER:  YES, WE COULD, AS MANY PROGRAMS--

        16                QUESTION:  AND GOING BACK TO THE PERSONAL

        17           PAGE ICON, YOU COULD INSERT ANYTHING YOU WANTED

        18           IN THE BOX THAT TOLD THE USER TO USE PERSONAL

        19           PAGE, COULDN'T YOU?

        20                ANSWER:  CORRECT.

        21                QUESTION:  AND YOU COULD PUT THE STICKER ON

        22           THE SCREEN OF THE MONITOR TO SAY "GO TO THIS ICON

        23           ON FIRST BOOT," COULDN'T YOU?

        24                ANSWER:  CORRECT.

        25                QUESTION:  DO YOU KNOW IN THE--UNDER THE
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         1           WINDOWS--FOR WINDOWS 98 WHETHER AN OEM IS

         2           ENTITLED TO HAVE MULTIMEDIA TOUR IN THE BOOT

         3           SEQUENCE?

         4                ANSWER:  NO, I'M NOT AWARE OF THAT NOW.

         5                QUESTION:  DO YOU KNOW WHETHER UNDER

         6           WINDOWS 98--WINDOWS 98 OPK, THE OEM CAN HAVE ITS

         7           OWN ISP REGISTRATION SEQUENCE?

         8                ANSWER:  I'M NOT AWARE OF WINDOWS 98

         9           FEATURES CURRENTLY, NO.

        10                QUESTION:  DO YOU HAVE ANY KNOWLEDGE AS TO

        11           WHETHER UNDER WINDOWS 98 THE--AN OEM CAN HAVE ITS

        12           OWN REGISTRATION SEQUENCE AND MAKE THE WINDOWS 95

        13           REGISTRATION SEQUENCE DISAPPEAR ENTIRELY?

        14                ANSWER:  NO, I'M NOT AWARE OF CURRENT

        15           FEATURES OF WINDOWS 98.  THAT'S NOT MY JOB

        16           RESPONSIBILITY NOW.

        17                QUESTION:  I KNOW YOU SAID IT A FEW TIMES, I

        18           JUST WANT TO MAKE IT CLEAR.

        19                IS IT A FAIR STATEMENT YOU HAVE ABSOLUTELY

        20           NO KNOWLEDGE OF RESTRICTIONS--RESTRICTIONS OR

        21           ABILITIES OF--RESTRICTIONS ON AN OEM OR ABILITIES

        22           OF AN OEM TO CUSTOMIZE THE DESKTOP OR THE BOOT

        23           SEQUENCE FOR WINDOWS 98?

        24                MR. MELAMED:  VAGUE AND AMBIGUOUS.

        25                ANSWER:  YEAH.  MY CURRENT JOB
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         1           RESPONSIBILITIES DON'T INCLUDE WINDOWS 98.

         2                QUESTION:  IN THE SECOND SENTENCE OF THAT

         3           LETTER IT SAYS, "TO RECAP, BELOW IS A SUMMARY OF

         4           THE ADDED FLEXIBILITY THAT MICROSOFT HAS GRANTED

         5           US PERMISSION TO," AND THEN THERE'S A COLON, AND

         6           THEN THERE ARE FOUR BULLET ITEMS.

         7                ANSWER:  CORRECT.

         8                QUESTION:  THOSE FOUR BULLET ITEMS, ARE

         9           THOSE THE FOUR THINGS YOU TESTIFIED ABOUT IN

        10           RESPONSE TO MR. LACOVARA'S QUESTIONS?

        11                ANSWER:  YES, THOSE WERE.

        12                QUESTION:  NOW, THE REFERENCE HERE TO ADDED

        13           FLEXIBILITY, WOULD YOU HAVE APPRECIATED MORE

        14           FLEXIBILITY WITH RESPECT TO HAVING THE PERSONAL

        15           PAGE OR THE PERSONAL GUIDE RUN IN THE BOOT

        16           SEQUENCE?

        17                MR. LACOVARA:  OBJECTION.

        18                ANSWER:  YES, THAT WAS--THAT WAS A KEY ISSUE

        19           FOR US.  IT WAS SOMETHING THAT WE REALLY WANTED

        20           AND WERE NOT ALLOWED TO DO.

        21                QUESTION:  WHY WAS IT A KEY ISSUE?

        22                ANSWER:  BECAUSE THAT WAS OUR PRIMARY

        23           VEHICLE FOR SPEAKING TO OUR CUSTOMER DIRECTLY

        24           BEFORE WINDOWS 95 BEGAN TO RUN.

        25                QUESTION:  AND WAS THAT ISSUE MORE IMPORTANT
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         1           THAN THE FOUR THINGS REPRESENTED BY THE BULLET

         2           POINTS HERE?

         3                ANSWER:  THESE WERE ALSO IMPORTANT, BUT AS A

         4           GROUP, THEY WERE ALL IMPORTANT.  THAT WAS THE

         5           ONLY ONE WHERE WE PRIMARILY TALKED TO THE

         6           CUSTOMER.

         7                QUESTION:  NOW, IF YOU GO DOWN TO THE BOTTOM

         8           PARAGRAPH OF THIS LETTER, EXHIBIT 353.

         9                ANSWER:  UH-HUH.

        10                QUESTION:  THE THIRD SENTENCE OF THAT, IT

        11           READS, "WE USED THE COMPAQ CD TO INSTALL

        12           WINDOWS 95 SUCCESSFULLY ON A PAVILION PRODUCT.

        13           THIS SEEMS TO BE IN CLEAR VIOLATION OF THE RULES

        14           THAT WE ARE REQUIRED TO OPERATE UNDER.  THIS IS

        15           THE SECOND TIME THAT WE HAVE SEEN COMPAQ TAKING

        16           ADVANTAGE OF MORE FLEXIBILITY THAT WE HAVE IN

        17           EXECUTING OUR PRODUCT PLANS."

        18                YOU SEE WHERE I AM?

        19                ANSWER:  YES, I DO.

        20                QUESTION:  I GATHER FROM THAT LAST STATEMENT

        21           THAT THERE WAS A FIRST TIME.

        22                NOW, DO YOU RECALL, AS YOU SIT HERE TODAY,

        23           WHAT THE FIRST TIME THAT, USING YOUR WORDS HERE,

        24           YOU HAD SAW (SIC) COMPAQ TAKING ADVANTAGE OF MORE

        25           FLEXIBILITY?
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         1                ANSWER:  THE FIRST TIME WAS IN THIS CONTEXT

         2           IS WHEN WE REPORTED, BASICALLY, THEIR ATTEMPT TO

         3           TALK TO THEIR CUSTOMERS PRIOR TO THE WINDOWS 95

         4           RUNNING.

         5                QUESTION:  WAS IT YOUR UNDERSTANDING THAT

         6           WAS SOMETHING THAT WAS IN THE BOOT SEQUENCE?

         7                ANSWER:  YES, IT WAS SOMETHING IN THE BOOT

         8           SEQUENCE.

         9                QUESTION:  WAS IT YOUR UNDERSTANDING THAT

        10           THE RESULT OF THAT, THAT THERE WAS A DIFFERENT

        11           LOOK AND FEEL IF A CUSTOMER TURNED ON A COMPAQ

        12           PRESARIO MACHINE AND AN HP PAVILION MACHINE?

        13                MR. LACOVARA:  OBJECTION.  LEADING AND NOT

        14           ESTABLISHED IT WAS A PRESARIO MACHINE.

        15                QUESTION:  WAS IT A PRESARIO MACHINE THAT

        16           YOU WERE JUST REFERRING TO?

        17                ANSWER:  YES, IT SAYS--IT WAS A COMPAQ

        18           PRESARIO.

        19                MR. LACOVARA:  I'M SORRY.

        20                QUESTION:  SO, TO GO BACK TO MY QUESTION,

        21           DID YOU HAVE AN UNDERSTANDING AS TO WHETHER

        22           THIS--THE EFFECT OF THIS WAS THAT A USER'S

        23           EXPERIENCE PROVIDED FOR A DIFFERENT LOOK AND FEEL

        24           THAT A USER WAS ACCESSING WINDOWS 95 ON A COMPAQ

        25           PRESARIO MACHINE OR AN HP PAVILION MACHINE IN THE
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         1           WAKE OF WHAT MICROSOFT SAID ABOUT THE PERSONAL

         2           PAGE PROCESS?

         3                ANSWER:  YES, THEY WERE.  IN OUR OPINION,

         4           WHAT THEY WERE DOING WAS EXACTLY WHAT WE HAD

         5           WANTED TO DO AND WERE TOLD WE COULD NOT AND WHAT

         6           WE WERE PREVIOUSLY DOING.

         7                QUESTION:  NOW, MR. LACOVARA ASKED YOU SOME

         8           QUESTIONS ABOUT INCLUDING AN ICON FOR PERSONAL

         9           PAGE PROGRAM ON THE WINDOWS 95 DESKTOP.

        10                ANSWER:  UH-HUH, UH-HUH.

        11                QUESTION:  DO YOU HAVE ANY UNDERSTANDING AS

        12           TO WHETHER--STRIKE THAT.

        13                DID YOU OR ANYBODY ELSE THAT YOU'RE AWARE OF

        14           AT HPD CONSIDER WHETHER THAT MEANS OF ACCESS TO

        15           THE PERSONAL PAGE WAS A DESIRABLE SUBSTITUTE WITH

        16           REGARD TO PUTTING ACCESS IN THE BOOTUP SEQUENCE?

        17                MR. LACOVARA:  OBJECT TO THE FORM.

        18                ANSWER:  OUR--SPECIFICALLY, WE KNEW THAT

        19           THAT WAS NOT AS EFFECTIVE OF A WAY TO PRESENT

        20           OURSELVES TO OUR CUSTOMERS BECAUSE IT WAS

        21           BASICALLY AFTER THE BOOTUP SEQUENCE.  THERE WAS

        22           NO SINGLE THREAD THAT LED THE CUSTOMER INTO THAT.

        23                WE ASKED FOR SOME FLEXIBILITY IN THE ICON.

        24           IN PARTICULAR, WE ASKED TO PUT A LARGER ICON AND

        25           WERE TOLD SPECIFICALLY WE COULD NOT DO THAT, THAT
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         1           IT HAD TO BE AN ICON OF STANDARD SIZE.

         2                AND BY THE WAY, IT WAS--THE ICON REALLY WAS

         3           TO SET OFF THIS PERSONAL TOUR BASICALLY TO

         4           TALKING TO OUR CUSTOMER AND DOING REGISTRATION,

         5           SO IT WAS ESSENTIALLY RUNNING THE PROGRAMS THAT

         6           WE HAD TO MOVE OUT OF THE BOOTUP SEQUENCE.  IT

         7           WASN'T PERSONAL PAGE, PER SE.

         8           (DEPOSITION EXCERPTS OF JOSEPH KANICKI, JR.)

         9                QUESTION:  LET ME--WHEN YOU EXECUTED THIS

        10           DECLARATION, IN THE SECOND SENTENCE OF PARAGRAPH

        11           TWO, YOU STATE, "IN MAY 1996, DELL AND MICROSOFT

        12           EXECUTED AN AMENDMENT TO THIS LICENSE AGREEMENT."

        13                IS THE AMENDMENT YOU ARE REFERRING TO WHAT

        14           IS NOW IN FRONT OF YOU AS AMENDMENT NUMBER TWO OR

        15           GOVERNMENT EXHIBIT 402?

        16                ANSWER:  YES.

        17                QUESTION:  IN THE SPRING OF 1996, WHEN YOU

        18           WERE NEGOTIATING THIS AGREEMENT, DID YOU BELIEVE

        19           THAT CUSTOMERS MAY HAVE THEIR OWN SOFTWARE OR

        20           SOFTWARE STANDARDS WHICH DO NOT INCLUDE THE

        21           LATEST VERSION OF INTERNET EXPLORER?

        22                MS. WHEELER:  OBJECTION.  VAGUE AND

        23           AMBIGUOUS.

        24                ANSWER:  I BELIEVE THAT THAT IS TRUE.

        25                QUESTION:  OKAY.  AND DID YOU ALSO WANT--I
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         1           MEAN, EXCUSE ME.

         2                AT THAT TIME, DID YOU ALSO BELIEVE THAT THE

         3           CUSTOMER MAY WISH TO INSTALL A COMPETITIVE

         4           BROWSER INSTEAD OF INTERNET EXPLORER?

         5                ANSWER:  YES.

         6                QUESTION:  BASED ON YOUR EXPERIENCE IN THE

         7           INDUSTRY AND THE FEEDBACK THAT YOU RECEIVED FROM

         8           PEOPLE AT DELL WHO DEAL DIRECTLY WITH CUSTOMERS,

         9           DO CORPORATIONS OCCASIONALLY WANT TO STANDARDIZE

        10           ON A PARTICULAR BROWSER SO THAT ALL THEIR

        11           EMPLOYEES ARE USING THE SAME BROWSER?

        12                ANSWER:  YES.

        13                MS. WHEELER:  WHICH TIME FRAME?

        14                MR. COVE:  IN 1996.

        15                ANSWER:  I'M SORRY.  IN 1996.  I--AGAIN, MY

        16           RECOLLECTION IN 1996 IS THAT THERE WASN'T A REAL

        17           PREVALENCE OF BROWSERS IN THE CORPORATE SPACE.

        18           NOW, I COULD BE WRONG ABOUT THAT, BUT MY

        19           RECOLLECTION WAS NOT THAT IT WAS--THAT IT WAS

        20           WIDELY DISTRIBUTED IN THE CORPORATE SPACE AT THAT

        21           TIME.

        22                QUESTION:  OKAY.  GOING BACK TO THE ISSUE

        23           OF--NOT OF REMOVING ACCESS, BUT OF STANDARDIZING

        24           ON A PARTICULAR BROWSER, DO YOU KNOW WHY

        25           CORPORATIONS WANT TO STANDARDIZE ON A PARTICULAR
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         1           BROWSER?

         2                MR. MELAMED:  HE CAN GIVE A GENERAL ANSWER,

         3           BUT JUST BASED ON YOUR EXPERIENCE--

         4                MR. COVE:  BASED ON YOUR EXPERIENCE IN THE

         5           INDUSTRY, FEEDBACK YOU RECEIVED FROM OTHERS

         6           WITHIN DELL.

         7                ANSWER:  YES.  IT WOULD BE VERY--YES, IT

         8           WOULD BE SIMILAR TO THE SAME REASON THAT THEY

         9           STANDARDIZE ON--AN I-T DEPARTMENT STANDARDIZES ON

        10           ANY SOFTWARE, AND THAT IS FOR STABILITY AND FOR

        11           SUPPORT.  THE TOTAL COST OF OWNERSHIP FOR THE

        12           CORPORATION STABILIZES.  THE MORE FREQUENTLY

        13           PRODUCTS ARE REVISED, THE MORE EXPENSIVE IT IS OR

        14           POTENTIALLY COULD BE FOR A CORPORATION TO STAY UP

        15           WITH THOSE REVISIONS.

        16                QUESTION:  OKAY.  AND EARLIER WE DISCUSSED

        17           IN PARAGRAPH TWO OF YOUR DECLARATION IN WHICH YOU

        18           LISTED THREE REASONS WHY CUSTOMERS MAY PREFER NOT

        19           TO HAVE INTERNET EXPLORER PRE-INSTALLED.

        20                ARE THESE THREE REASONS THAT ARE SET FORTH

        21           IN YOUR DECLARATION STILL A FACTOR IN WHAT SOME

        22           CUSTOMERS DEMAND WITH WINDOWS 98 AND WITH OTHER

        23           WINDOWS PRODUCTS TODAY?

        24                ANSWER:  YES, THAT WOULD BE MY

        25           UNDERSTANDING.
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         1                QUESTION:  IS THAT BASED ON YOUR EXPERIENCE

         2           IN THE INDUSTRY AND FEEDBACK THAT YOU RECEIVED

         3           FROM PEOPLE AT DELL WHO DEAL DIRECTLY WITH

         4           CUSTOMERS?

         5                ANSWER:  YES.

         6                QUESTION:  AND WHAT WAS YOUR BASIS FOR

         7           PROVIDING THIS SENTENCE OF THE DECLARATION

         8           TALKING ABOUT CUSTOMERS PREFERRING NOT TO HAVE

         9           INTERNET EXPLORER PRE-INSTALLED ON THEIR

        10           COMPUTERS?

        11                MR. MELAMED:  WELL, WE SHOULD READ THE WHOLE

        12           SENTENCE.

        13                MS. WHEELER:  OKAY.

        14                MR. MELAMED:  OR REFER TO THE WHOLE

        15           SENTENCE.

        16                MS. WHEELER:  I'LL READ THE WHOLE SENTENCE.

        17           "SOME BUSINESSES AND GOVERNMENT CUSTOMERS PREFER

        18           NOT TO HAVE INTERNET EXPLORER PRE-INSTALLED ON

        19           THEIR COMPUTERS BECAUSE:  ONE, THE CUSTOMER MAY

        20           HAVE ITS OWN SOFTWARE OR SOFTWARE STANDARDS WHICH

        21           DO NOT INCLUDE THE LATEST VERSION OF INTERNET

        22           EXPLORER; TWO, THE CUSTOMER MAY WISH TO INSTALL A

        23           COMPETITIVE BROWSER INSTEAD OF INTERNET EXPLORER;

        24           OR THREE, THE CUSTOMER MAY WISH TO PREVENT ITS

        25           EMPLOYEES FROM ACCESSING OR ATTEMPTING TO ACCESS
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         1           THE INTERNET OR THE WORLD WIDE WEB."

         2                ANSWER:  AND, SO IF YOU COULD ASK THE

         3           QUESTION AGAIN.

         4                QUESTION:  SURE.  COULD YOU READ BACK THE

         5           QUESTION BEFORE I HAD TO--READ THE WHOLE THING,

         6           AND THEN I'LL ASK IT AGAIN.

         7                (WHEREUPON, THE COURT REPORTER READ BACK THE

         8           PREVIOUS QUESTION.)

         9                ANSWER:  GIVEN THE THREE CONDITIONS THAT

        10           WERE LISTED UNDERNEATH OF IT, THAT WAS--THAT WAS

        11           THE BASIS OF MY UNDERSTANDING AND IS THE BASIS OF

        12           MY UNDERSTANDING WHY SOME LARGE RELATIONSHIP

        13           ACCOUNTS OR CORPORATE BUSINESS ACCOUNTS WOULD NOT

        14           LIKE TO HAVE THE STANDARD OEM VERSION OF A

        15           WINDOWS 95, 98, OR NT PRODUCT SHIPPED WITH

        16           THEM--SHIPPED TO THEM WITH--AT THAT TIME.  AND I

        17           WAS NOT CONTEMPLATING WINDOWS 98.  SO WINDOWS 95

        18           OR NT PROVIDED WITH INTERNET EXPLORER.

        19                AND BECAUSE OF THE SERVICES THAT WE PROVIDE

        20           THROUGH DELL PLUS WERE EITHER SUPPORT THE

        21           CUSTOMER IN CUSTOMIZED--CREATING A CUSTOMIZED

        22           IMAGE OF THE OPERATING SYSTEM OR REPLICATE THE

        23           IMAGE THAT THEY PROVIDE US, THIS IS

        24           GENERALLY--THESE WERE GENERALLY CONDITIONS BY

        25           WHICH THEY WOULD USE THOSE SERVICES.  THAT'S MY
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         1           UNDERSTANDING OF IT.

         2                QUESTION:  I'M STILL TRYING TO GET YOUR

         3           DEFINITION OF THE TERM "INTERNET EXPLORER" IN THE

         4           WAY YOU USE IT, INTERNET EXPLORER PRE-INSTALLED

         5           IN THAT SENTENCE.

         6                ARE YOU TALKING ABOUT THE CODE OR THE ICON?

         7                MR. COVE:  OBJECTION.  ASKED AND ANSWERED.

         8                QUESTION:  OR DON'T YOU KNOW?

         9                MR. MELAMED:  ASKED AND ANSWERED.

        10                ANSWER:  I THOUGHT I JUST ANSWERED THAT.

        11           IT'S THE PRODUCT THAT COMES WITH WINDOWS.  SO, IF

        12           YOU'RE ASKING ME IS IT THE ICON OR THE

        13           TECHNOLOGY, I DON'T KNOW THE DIFFERENCES BETWEEN

        14           THE TWO.  I DON'T SEPARATE THEM IN MY MIND.

        15                QUESTION:  THE FIRST EXAMPLE HERE YOU

        16           PROVIDED IN THE SAME SENTENCE WE'VE BEEN

        17           DISCUSSING, "THE CUSTOMER MAY HAVE ITS OWN

        18           SOFTWARE OR SOFTWARE STANDARDS WHICH DO NOT

        19           INCLUDE THE LATEST VERSION OF INTERNET EXPLORER,"

        20           WHAT DID YOU MEAN BY THAT?  ARE YOU TALKING ABOUT

        21           THEY HAD A PREVIOUS VERSION OF INTERNET EXPLORER?

        22                ANSWER:  YES.

        23                QUESTION:  SO, THEY DIDN'T WANT TO UPDATE TO

        24           THE NEW ONE?  IS THAT WHAT YOU'RE SAYING?

        25                ANSWER:  YES.
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         1                QUESTION:  THE SECOND ONE SAYS, "THE

         2           CUSTOMER MAY WISH TO INSTALL A COMPETITIVE

         3           BROWSER INSTEAD OF INTERNET EXPLORER."

         4                DO YOU KNOW WHETHER DELL IS PERMITTED TO

         5           INSTALL A COMPETITIVE BROWSER ON A MACHINE THAT

         6           IS SHIPPED WITH WINDOWS 95 OR WINDOWS 98?

         7                MR. MELAMED:  VAGUE AND AMBIGUOUS.  YOU MEAN

         8           PERMITTED UNDER THE LICENSE AGREEMENTS WITH

         9           MICROSOFT?

        10                MS. WHEELER:  YES.

        11                ANSWER:  YES.

        12                QUESTION:  HAS DELL SHIPPED COMPETITIVE

        13           BROWSERS ON MACHINES LOADED WITH WINDOWS 95 AND

        14           WINDOWS 98?

        15                ANSWER:  YES.

        16                QUESTION:  CAN YOU LOAD A COMPETITIVE

        17           BROWSER ONTO A MACHINE THAT HAS WINDOWS 95 OR

        18           WINDOWS 98 ON IT?

        19                ANSWER:  TO THE BEST OF MY KNOWLEDGE, YES,

        20           YOU CAN.

        21                QUESTION:  SO, YOU COULD HAVE INTERNET

        22           EXPLORER AND NETSCAPE NAVIGATOR ON A WINDOWS 95

        23           OR WINDOWS 98 MACHINE?

        24                ANSWER:  TO THE BEST OF MY KNOWLEDGE, I

        25           BELIEVE THAT'S CORRECT.
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         1                QUESTION:  THE THIRD EXAMPLE HERE, YOU SAY,

         2           "THE CUSTOMER MAY WISH TO PREVENT ITS EMPLOYEES

         3           FROM ACCESSING OR ATTEMPTING TO ACCESS THE

         4           INTERNET OR THE WORLD WIDE WEB."

         5                IS REMOVING INTERNET EXPLORER FROM

         6           WINDOWS 95 OR WINDOWS 98 THE ONLY WAY THAT A

         7           COMPANY CAN PREVENT ITS EMPLOYEES FROM ACCESSING

         8           THE WEB OR THE INTERNET?

         9                MR. MELAMED:  IT'S VAGUE AND AMBIGUOUS.

        10                ANSWER:  I'M CERTAIN--I'M NOT CERTAIN.  I

        11           SHOULD SAY THAT THERE ARE MOST LIKELY OTHER WAYS

        12           THAT WOULD BE TECHNICALLY FEASIBLE.

        13                QUESTION:  CAN YOU THINK OF ANOTHER WAY A

        14           CORPORATION COULD DENY ITS EMPLOYEES ACCESS TO

        15           THE INTERNET OR THE WORLD WIDE WEB WITHOUT

        16           REMOVING INTERNET EXPLORER FROM THE OPERATING

        17           SYSTEM?

        18                ANSWER:  NOT OFF THE TOP OF MY HEAD.

        19                QUESTION:  IF A CORPORATE CUSTOMER

        20           DENIED--DIDN'T INSTALL A MODEM ON AN EMPLOYEE'S

        21           MACHINE, COULD THE EMPLOYEE ACCESS THE INTERNET

        22           OR THE WORLD WIDE WEB FROM THAT COMPUTER?

        23                MR. MELAMED:  VAGUE AND AMBIGUOUS.

        24                ANSWER:  YES.

        25                QUESTION:  HOW?
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         1                ANSWER:  THROUGH THEIR NETWORK.

         2                QUESTION:  IF THE CORPORATE CUSTOMER DIDN'T

         3           PROVIDE A MODEM ON THE EMPLOYEE'S MACHINE AND

         4           DENIED THE EMPLOYEE ACCESS TO A PROXY SERVER,

         5           COULD THE EMPLOYEE THEN ACCESS THE INTERNET FROM

         6           THE MACHINE?

         7                ANSWER:  WE'RE STARTING TO GET TO THE VERY

         8           EDGE OF WHAT I WOULD TECHNICALLY BE ABLE TO

         9           ANSWER.  AND I AM CERTAIN THAT GIVEN ANY SERIES

        10           OF CONDITIONS, THERE WOULD BE A WAY TO DEFEAT

        11           SOME OF THESE THINGS.  SO THE ANSWER WAS NOT

        12           INTENDED TO BE A CATCH-ALL.

        13                QUESTION:  OKAY.  LET ME TRY THIS.  WE'LL DO

        14           IT ONE--IS DENYING AN EMPLOYEE ACCESS TO A MODEM

        15           ONE WAY TO PREVENT THE EMPLOYEE FROM ACCESSING

        16           THE INTERNET?

        17                ANSWER:  IT COULD BE, YES.

        18                QUESTION:  IS DENYING THE EMPLOYEE ACCESS TO

        19           A PROXY SERVER ANOTHER WAY TO PREVENT THE

        20           EMPLOYEE FROM ACCESSING THE INTERNET?

        21                ANSWER:  IT COULD BE, YES.

        22                QUESTION:  AND YOU COULD DO BOTH OF THOSE

        23           WHILE STILL HAVING INTERNET EXPLORER ON

        24           WINDOWS 95 OR WINDOWS 98?

        25                MR. MELAMED:  YOU--IT'S VAGUE AND AMBIGUOUS.
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         1           YOU'RE REFERRING TO A COMPANY?

         2                MS. WHEELER:  YES.  I'M SORRY.

         3                ANSWER:  YES.

         4                QUESTION:  DID MICROSOFT ATTEMPT TO IMPOSE

         5           THE WINDOWS USER GUIDELINES BY MEANS OF AN OPK?

         6                ANSWER:  YES.

         7                QUESTION:  AND DID DELL--WHAT WAS DELL'S

         8           RESPONSE TO MICROSOFT'S POSITION ON THAT?

         9                ANSWER:  IT WAS OUR UNDERSTANDING--IT WAS

        10           OUR BELIEF--LET ME CHARACTERIZE THAT MORE

        11           SPECIFICALLY.

        12                IT WAS MY BELIEF, MY POSITION, THAT THE

        13           TERMS OF THE CONTRACT AND THE TERMS OF THE OPK

        14           WERE CONTRADICTORY AND THAT THE TERMS OF THE

        15           CONTRACT PREVAILED.

        16                QUESTION:  AND WHEN YOU SAY THAT WAS YOUR

        17           BELIEF, WAS THAT A POSITION THAT YOU ASSERTED ON

        18           BEHALF OF DELL TO MICROSOFT?

        19                ANSWER:  I DID.

        20                QUESTION:  I'M SORRY?

        21                ANSWER:  I DID, YES.

        22                QUESTION:  WHEN DID YOU DO THAT?

        23                ANSWER:  IN GENERAL COURSE OF BUSINESS.  IN

        24           GENERAL COURSE OF DISCUSSIONS.  THERE WAS NEVER

        25           NECESSITY TO PUT IT IN WRITING OR TO MAKE IT A
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         1           FORMALIZED SITUATION.  THERE WAS JUST NO NEED FOR

         2           THAT OCCURRENCE TO HAPPEN.

         3                QUESTION:  IN ADDITION TO THAT POSITION, DID

         4           YOU--DID YOU PROVIDE MICROSOFT OTHER ARGUMENTS

         5           WHY THESE WINDOWS USER GUIDELINES WOULD NOT BE IN

         6           DELL'S BEST INTEREST?

         7                ANSWER:  YES.

         8                QUESTION:  WHAT WERE THOSE ARGUMENTS?

         9                ANSWER:  GENERALLY, AS BEST I CAN

        10           RECALL--AND THESE ARE VERY GENERAL--THAT IT

        11           INTERFERED WITH THE PROCESS--IT WOULD HAVE

        12           POTENTIALLY INTERFERED WITH THE PROCESS THAT WE

        13           WERE USING FOR INSTALLING OUR APPLICATIONS AND

        14           OUR DRIVERS AND OTHER PIECES OF TECHNOLOGY IN A

        15           WAY THAT WOULD HAVE MADE THE CUSTOMER EXPERIENCE

        16           LESS FAVORABLE THAN IT CURRENTLY WAS.  AND IT

        17           TECHNICALLY COULD HAVE BEEN QUITE DIFFICULT TO

        18           IMPLEMENT.

        19                QUESTION:  WOULD IT HAVE CAUSED YOU TO HAVE

        20           TO PULL BACK ON THE TUTORIAL PROGRAMS THAT YOU

        21           WERE OFFERING?

        22                MS. WHEELER:  OBJECTION.  LACK OF

        23           FOUNDATION.

        24                ANSWER:  YEAH.  SPECIFICALLY RELATIVE TO

        25           TUTORIAL PROGRAMS, I DON'T HAVE ANY RECOLLECTION
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         1           OF THAT.

         2                QUESTION:  OKAY.  WERE YOU CONCERNED THAT

         3           THE PROBLEMS YOU JUST DESCRIBED WOULD INCREASE

         4           YOUR SUPPORT COSTS?

         5                MR. MELAMED:  YOU MEAN IF DELL HAD TO

         6           IMPLEMENT THE EXACT WINDOWS USER EXPERIENCE THAT

         7           MICROSOFT WAS LAYING OUT?

         8                MR. COVE:  CORRECT.

         9                ANSWER:  I THINK YOU COULD--ONE COULD DRAW

        10           THAT THAT WOULD BE AN END--AN END RESULT OF THAT.

        11           BUT I THINK THAT MORE IMPORTANTLY IT WOULD BE

        12           THAT THE--THE CUSTOMER WOULD HAVE HAD A MORE

        13           IMPORTANT DISSATISFACTION--WOULD HAVE MORE

        14           IMPORTANT DISSATISFACTIONS PRIOR TO THAT JUST THE

        15           SUPPORT CALLS.  AND OUR GOAL WAS NOT TO CHANGE

        16           SOMETHING THAT THEY WERE VERY SATISFIED WITH.

        17                QUESTION:  SO THAT COULD HURT THE DELL

        18           BRAND?

        19                ANSWER:  YES, SIR.

        20                QUESTION:  WHO BEARS THE SUPPORT COSTS FOR

        21           THE COMPUTERS THAT YOU SELL?

        22                ANSWER:  DELL DOES.

        23                QUESTION:  OKAY.  MR. COVE ALSO ASKED YOU A

        24           COUPLE OF QUESTIONS ABOUT WINDOWS USER EXPERIENCE

        25           GUIDELINES THAT MICROSOFT PROPOSED IN THE SPRING
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         1           OF '96.

         2                ANSWER:  I THINK THAT--

         3                QUESTION:  SOMETIME AROUND--

         4                ANSWER:  '96, RIGHT.

         5                QUESTION:  DID THOSE EVER GET ENACTED?

         6                MR. MELAMED:  AS FAR AS DELL WAS CONCERNED?

         7                MS. WHEELER:  AS FAR AS DELL WAS CONCERNED.

         8                ANSWER:  NO.

         9                QUESTION:  AND YOU TESTIFIED THAT ONE OF

        10           YOUR--I DON'T WANT TO PUT WORDS IN YOUR MOUTH,

        11           BUT ONE OF THE CONCERNS YOU HAD WITH WINDOWS USER

        12           GUIDELINES THAT WERE NEVER ENACTED WAS THAT THEY

        13           WOULD HAVE POTENTIALLY INTERFERED WITH THE

        14           PROCESS DELL USED TO INSTALL DRIVERS AND OTHER

        15           TECHNOLOGY OR SOMETHING TO THAT EFFECT?

        16                ANSWER:  THAT'S CORRECT.

        17                QUESTION:  THE CONCERNS YOU EXPRESSED ABOUT

        18           THE WINDOWS USER EXPERIENCE POTENTIALLY

        19           INTERFERING WITH THE PROCESS DELL USED TO INSTALL

        20           DRIVERS WAS RESOLVED IN A MUTUALLY--WHATEVER YOU

        21           SAID WAY--MUTUALLY AGREED WAY OR--

        22                ANSWER:  BENEFICIAL.

        23                MR. COVE:  OBJECT TO THE FORM OF THE

        24           QUESTION.  ASKED AND ANSWERED.

        25                ANSWER:  RIGHT.  I WOULD CHARACTERIZE THE
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         1           AGREEMENTS OF THE 18(A) WITH OUR CONCERNS WITH

         2           WINDOWS USER EXPERIENCE AS OUR BELIEF OF

         3           EXECUTING THIS AGREEMENT WAS THAT THAT

         4           WOULD--THIS WOULD ADDRESS THE ISSUES THAT

         5           WERE--THAT WE WERE AWARE OF OR WERE APPARENT TO

         6           US AT THAT TIME.  CERTAINLY, IF IT DOESN'T WORK

         7           OUT THAT WAY, WE WILL BE DISCUSSING THAT WITH

         8           MICROSOFT ON A REGULAR BASIS.

         9           (DEPOSITION EXCERPTS OF MAL RANSOM.)

        10                QUESTION:  ROUGHLY HOW MANY CONSUMER

        11           MACHINES DOES PACKARD-BELL SHIP PER YEAR?

        12                ANSWER:  A MILLION AND A HALF AND A

        13           ROUNDED-OFF NUMBER.

        14                QUESTION:  OKAY.  AND WHAT OPERATING SYSTEM

        15           IS PRE-INSTALLED ON PACKARD-BELL'S CONSUMER

        16           MACHINES?

        17                ANSWER:  WINDOWS 98.

        18                QUESTION:  ANY OTHER OPERATING SYSTEMS

        19           PRE-INSTALLED ON PACKARD-BELL?

        20                ANSWER:  NO.

        21                QUESTION:  WHY DOES PACKARD-BELL PRE-INSTALL

        22           100 PERCENT OF ITS MACHINES WITH WINDOWS 98?

        23                MR. LACOVARA:  OBJECTION.  MISSTATES THE

        24           WITNESS'S TESTIMONY.

        25                QUESTION:  DOES PACKARD-BELL PRE-INSTALL 100
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         1           PERCENT OF ITS CONSUMERS MACHINES WITH

         2           WINDOWS 98?

         3                ANSWER:  YES, WE DO.

         4                QUESTION:  WHY?

         5                ANSWER:  IT'S THE ONLY VIABLE CHOICE.

         6                QUESTION:  WHAT DO YOU MEAN BY THAT?

         7                ANSWER:  THERE'S NO OTHER OPERATING SYSTEM

         8           THAT'S BEEN PRESENTED TO US THAT HAS THE

         9           RICHNESS, THE COMPATIBILITY WITH SOFTWARE THAT'S

        10           ON THE MARKET TODAY.  THERE'S NO OTHER CHOICE

        11           THAT'S BEEN PRESENTED TO US.

        12                QUESTION:  HAS PACKARD-BELL PRE-INSTALLED

        13           WINDOWS ON 100 PERCENT OF ITS MACHINES--DID IT

        14           PRE-INSTALL WINDOWS ON 100 PERCENT OF ITS

        15           MACHINES LAST YEAR, WINDOWS 95?

        16                ANSWER:  YES.

        17                QUESTION:  WHAT ABOUT THE YEAR BEFORE?

        18                ANSWER:  WE INSTALLED WINDOWS 95 FROM

        19           APPROXIMATELY SEPTEMBER OF 1995.  AND BEFORE THAT

        20           WE INSTALLED WINDOWS 3.11, I MEAN, GOING BACK TO

        21           DOS.  THE MICROSOFT SOLUTION HAS BEEN THE

        22           SOLUTION THAT WE'VE BUNDLED AS OUR OPERATING

        23           SYSTEM.

        24                QUESTION:  YOU TALKED ABOUT THE

        25           COMPATIBILITY OF APPLICATIONS.  COULD YOU
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         1           DESCRIBE WHAT YOU MEAN FOR THE RECORD BY THAT AND

         2           ITS SIGNIFICANCE.

         3                ANSWER:  THAT APPROPRIATE--WELL, THAT THERE

         4           ARE APPROPRIATE APPLICATIONS, BE THEY GAMES OR

         5           EDUTAINMENT OR REFERENCE THAT ARE--THAT WORK WITH

         6           THE OPERATING SYSTEM.  THAT'S A MAJOR FACTOR FOR

         7           US IN THE CONSUMER BUSINESS THAT CONSUMERS CAN GO

         8           BUY SOLUTIONS THAT MATCH WITH OUR OPERATING

         9           SYSTEM.  AND WINDOWS HAS REALLY BECOME A

        10           WORLDWIDE STANDARD IN THAT REGARD.

        11                QUESTION:  WHAT EFFECT, IF ANY, HAS THE

        12           AVAILABILITY OF OTHER APPLICATIONS HAD ON THE

        13           COMMERCIAL VIABILITY OF OTHER OPERATING SYSTEMS?

        14                MR. LACOVARA:  OBJECTION.  FORM.  LACKS

        15           FOUNDATION.

        16                QUESTION:  DO YOU UNDERSTAND THE QUESTION?

        17                ANSWER:  I DO.

        18                QUESTION:  YOU CAN ANSWER IT.

        19                ANSWER:  THE ONLY SPECIFIC EXAMPLE I HAVE IS

        20           A FEW YEARS AGO--A FEW BEING, I THINK, FOUR--WE

        21           CONSIDERED THE OS/2 OPERATING SYSTEM.  AND WE

        22           LOOKED AT IT.  THEY WERE TRYING TO MAKE A PUSH AT

        23           THE CONSUMER MARKET.  AND THE BIG PROBLEM WITH IT

        24           IS WE NEEDED OS/2 PLUS WINDOWS BECAUSE OS/2 DID

        25           NOT HAVE THE COMPATIBILITY.  OS/2 WAS AN
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         1           OPERATING SYSTEM AND WORKED FINE ON THE SYSTEMS,

         2           BUT YOU NEEDED WINDOWS FOR THE COMPATIBILITY OF

         3           ALL THE APPLICANTS.  SO IT DIDN'T MAKE ANY SENSE

         4           RESOURCE-WISE--AND BY RESOURCE, I DON'T MEAN JUST

         5           DOUBLE CHARGING, BUT THE RESOURCES OF THE MACHINE

         6           TO HAVE TWO OPERATING SYSTEMS ON IT.  SO THAT'S

         7           THE ONLY ONE WE ACTUALLY LOOKED AT A FEW YEARS

         8           AGO.

         9                QUESTION:  AND WHY WAS PACKARD-BELL

        10           CONSIDERING OS/2 IN THE FIRST PLACE AT THE TIME?

        11                ANSWER:  BECAUSE WE ALWAYS LOOK AT THE

        12           VIABLE OPTIONS.  I MEAN, IF SOMEONE PRESENTED US

        13           WITH SOMETHING THAT THEY FELT WAS VIABLE, WE

        14           WOULD EXAMINE IT AS A POSSIBILITY.

        15                QUESTION:  HAS SOMEBODY OTHER THAN OS/2

        16           PRESENTED PACKARD-BELL WITH SOMETHING THAT THEY

        17           THOUGHT WAS VIABLE IN THE PAST FOUR OR FIVE

        18           YEARS?

        19                ANSWER:  NO.

        20                QUESTION:  AND IS THE EXISTENCE OF OTHER

        21           COMMERCIALLY VIABLE OPTIONS IMPORTANT TO

        22           PACKARD-BELL?

        23                ANSWER:  YES.

        24                QUESTION:  WHY?

        25                ANSWER:  WELL, BECAUSE AGAIN, THERE'S--IF
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         1           THERE'S A PRODUCT WITH A COMPETITIVE ADVANTAGE OR

         2           A PRICE ADVANTAGE, FRANKLY, WE WOULD CERTAINLY

         3           CONSIDER IT.  BUT IT HAS NOT BEEN PRESENTED TO

         4           US.

         5                QUESTION:  COULD YOU DESCRIBE FOR THE RECORD

         6           WHAT EFFECT, IF ANY, THE LACK OF APPLICATIONS FOR

         7           OS/2 HAD ON YOUR DECISION, THEN TO--WHETHER OR

         8           NOT TO LICENSE IT.

         9                MR. LACOVARA:  OBJECTION.  ASKED AND

        10           ANSWERED.

        11                QUESTION:  DO YOU UNDERSTAND THE QUESTION?

        12                ANSWER:  YEAH.

        13                AND I REALLY THINK I HAVE RESPONDED TO IT,

        14           IS THAT I COULDN'T WITH OS/2 GO ATTACH A

        15           CONSIDERABLE AMOUNT OF CONSUMER APPLICATIONS TO

        16           IT WITHOUT WINDOWS.

        17                SO WHAT OS/2--WHAT IBM OFFERED ME WAS A

        18           WINDOWS LICENSE AT BASICALLY THE SAME PRICE THAT

        19           WE WERE PAYING MICROSOFT DIRECTLY.  AND I

        20           COULDN'T SEE THE VIABILITY IN--WHY WOULD I DO

        21           THAT?  IT--IT DOUBLED--IT JUST USED TOO MUCH

        22           SYSTEM RESOURCE.  THERE WAS JUST NO PURPOSE

        23           BEHIND IT.

        24                QUESTION:  IN YOUR PREVIOUS DEPOSITIONS,

        25           YOU'VE TESTIFIED THAT PACKARD-BELL HAS NEVER
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         1           SEPARATELY PRE-INSTALLED NETSCAPE NAVIGATOR ON

         2           ITS MACHINES; IS THAT CORRECT?

         3                ANSWER:  THAT'S CORRECT.

         4                QUESTION:  WAS--

         5                ANSWER:  YOU'RE USING PACKARD-BELL AS

         6           PACKARD-BELL NEC; CORRECT?

         7                QUESTION:  CORRECT, I AM.

         8                ANSWER:  WE ARE IN OUR VERSA NOTEBOOKS

         9           LOADING NETSCAPE NAVIGATOR.

        10                ANSWER:  RIGHT.  AND THE VERSA

        11           NOTEBOOK--COULD YOU DESCRIBE WHAT NEC IS DOING

        12           WITH ITS VERSA NOTEBOOK LINE.

        13                ANSWER:  YES.  IN OUR VERSA NOTEBOOK LINE,

        14           WE PROVIDE A CD WHICH IS A RESTORER CD THAT HAS A

        15           LOT OF THINGS THAT ARE LOADED ON THE SYSTEM.  IF

        16           YOU SHOULD DUMP SOME SOFTWARE, YOU COULD RESTORE

        17           IT.

        18                ON THAT CD WE HAVE ADDED BOTH BROWSERS, SO A

        19           COMMERCIAL CUSTOMER WHO BUYS A VERSA NOTEBOOK

        20           COMPUTER CAN MAKE A CHOICE OF WHETHER OR NOT THEY

        21           WANT EITHER ONE.  SO IT'S NOT LOADED ON THE

        22           SYSTEM.  IT'S ON THIS INSTALL CD THAT YOU JUST

        23           SLIP INTO THE MACHINE, AND YOU MAKE THE CHOICE.

        24                QUESTION:  WHEN YOU SAY IT'S NOT LOADED ON

        25           THE SYSTEM, DO YOU MEAN THAT NEITHER BROWSER IS
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         1           LOADED ON THE SYSTEM?

         2                ANSWER:  ON THE HARDWARE, THAT'S CORRECT.

         3           THIS IS A COMMERCIAL APPLICATION.

         4                AND TYPICALLY, OUR COMMERCIAL CUSTOMERS

         5           DON'T WANT OR DON'T NECESSARILY WANT ACCESS TO

         6           THE INTERNET OR BROWSER LOADED ON THEIR

         7           EMPLOYEES' MACHINES, SO THEY'VE GOT THE CHOICE OF

         8           WHAT THEY DO.

         9                QUESTION:  AND THEY GET THE CHOICE OF WHICH

        10           BROWSER TO PRE-INSTALL IN ADDITION?

        11                ANSWER:  THAT'S CORRECT.  THAT'S CORRECT.

        12                QUESTION:  AND I'M ASKING WHETHER NETSCAPE

        13           HAS EVER APPROACHED NAVIGATOR OR--EXCUSE ME,

        14           WHETHER NETSCAPE HAS EVER APPROACHED PACKARD-BELL

        15           WITH AN OFFER TO PRE-INSTALL NAVIGATOR.

        16                ANSWER:  YES, THEY DID.

        17                MS. GIULIANELLI:  AND JUST FOR THE RECORD,

        18           SO THAT YOU KNOW, THIS IS ON PAGE 29 OF THE MARCH

        19           19, 1998, DEPOSITION.

        20                MR. LACOVARA:  THANK YOU.

        21                QUESTION:  AND AT THAT TIME, DID

        22           PACKARD-BELL SERIOUSLY CONSIDER PRE-INSTALLING

        23           NAVIGATOR?

        24                ANSWER:  YES.

        25                QUESTION:  AND DID PACKARD-BELL DECIDE TO
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         1           PRE-INSTALL NAVIGATOR AT THAT TIME?

         2                ANSWER:  NO.

         3                QUESTION:  AT THAT TIME, DID PACKARD-BELL

         4           SEE THE VIABILITY OF HAVING TWO BROWSERS ON ITS

         5           MACHINE?

         6                ANSWER:  NO, WE DID NOT.

         7                QUESTION:  I THINK IN YOUR EARLIER

         8           DEPOSITION YOU TESTIFIED THAT IF COMMERCIAL

         9           CUSTOMERS COME TO PACKARD-BELL NEC AND SAY THEY

        10           RUN A PROPRIETARY OPERATING SYSTEM WHERE THEY RUN

        11           UNIX, PACKARD-BELL WILL SHIP THE OPERATING SYSTEM

        12           OF THEIR CHOICE ON ITS COMPUTERS; IS THAT

        13           CORRECT?

        14                ANSWER:  ABSOLUTELY.  YES, THAT'S CORRECT.

        15           THAT IS CORRECT.

        16                QUESTION:  IF NETSCAPE--YOU TESTIFIED

        17           EARLIER THIS MORNING THAT YOU DID SOME

        18           COMP--PACKARD-BELL DID SOME COMPARISONS BETWEEN

        19           NETSCAPE NAVIGATOR AND THE WEB-BROWSER

        20           FUNCTIONALITY OF WINDOWS; IS THAT CORRECT?

        21                ANSWER:  CORRECT.

        22                QUESTION:  AND YOU CONCLUDED, I BELIEVE,

        23           THAT THERE WAS NOT A GREAT DEAL OF DIFFERENCE IN

        24           QUALITY AS YOU MEASURED QUALITY; IS THAT CORRECT?

        25                ANSWER:  I--YES.  WHAT I REALLY MEAN TO SAY,
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         1           AND I THINK I DID SAY AT THAT TIME--I DON'T

         2           REMEMBER MY EXACT WORDS--WERE THAT THERE WAS NO

         3           APPRECIABLE DIFFERENCE OR ADVANTAGES TO CONSIDER

         4           LOADING A DIFFERENT BROWSER.

         5                QUESTION:  AND IF NAVIGATOR HAD--IF

         6           PACKARD-BELL NEC HAD PERCEIVED NAVIGATOR TO BE

         7           SIGNIFICANTLY BETTER TO PROVIDE SIGNIFICANT

         8           ADVANTAGES OVER INTERNET EXPLORER, WOULD

         9           PACKARD-BELL HAVE BEEN MORE LIKELY TO INCLUDE IT

        10           ON ITS MACHINES?

        11                ANSWER:  YES.

        12                QUESTION:  IF CUSTOMERS MADE CLEAR TO

        13           PACKARD-BELL NEC THAT THERE WAS SIGNIFICANT

        14           DEMAND FOR NAVIGATOR, WOULD THE COMPANY BE MORE

        15           LIKELY TO INCLUDE NAVIGATOR?

        16                ANSWER:  ABSOLUTELY.

        17                QUESTION:  HAS MICROSOFT EVER PREVENTED

        18           PACKARD-BELL NEC FROM PRE-INSTALLING NETSCAPE

        19           NAVIGATOR ON ITS MACHINES?

        20                ANSWER:  NO.

        21                QUESTION:  HAS MICROSOFT EVER PREVENTED

        22           PACKARD-BELL NEC FROM SHIPPING OPERATING SYSTEMS

        23           OTHER THAN WINDOWS ON ANY PACKARD-BELL NEC

        24           MACHINES?

        25                ANSWER:  NO.  THE SPECIFIC AGREEMENT
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         1           REQUIRES THAT WE SHIP AN OPERATING SYSTEM.

         2                QUESTION:  YOU CAN'T SHIP NAKED MACHINES?

         3                ANSWER:  CORRECT.

         4                QUESTION:  YOU TESTIFIED EARLIER IN RESPONSE

         5           TO THE DEPARTMENT OF JUSTICE QUESTIONS THAT ON

         6           THE VERSA LINE OF NOTEBOOK COMPUTERS, I BELIEVE,

         7           THERE'S A SEPARATE DISKETTE ON WHICH NETSCAPE

         8           NAVIGATOR IS AND ALSO SOMETHING YOU CALLED

         9           INTERNET EXPLORER; IS THAT CORRECT?

        10                ANSWER:  CORRECT.

        11                QUESTION:  AND DO YOU KNOW WHAT IT IS, THAT

        12           IS, THE INTERNET EXPLORER PIECE OF WHAT'S ON THAT

        13           FLOPPY?

        14                ANSWER:  IT'S ONLY AN ASSUMPTION THAT IT'S

        15           IE 4.0 AS A SEPARATE PRODUCT.  I DON'T KNOW THAT

        16           FOR A FACT BECAUSE WE STARTED DOING THIS DURING

        17           THE WINDOWS 95 AGE.  I AM NOT UP TO DATE ON WHAT

        18           VERSA IS DOING TODAY.  I JUST--IT'S NOT PART OF

        19           MY RESPONSIBILITY.

        20                QUESTION:  AT ANY TIME HAVE YOU KNOWN WHAT

        21           CODE OR FILES OR FUNCTIONS RESIDED ON THAT

        22           DISKETTE, THE DISKETTE THAT YOU SHIPPED

        23           SEPARATELY WITH THAT VERSA LINE COMPUTERS?

        24                ANSWER:  ME, NO.

        25                QUESTION:  WAS IT YOUR UNDERSTANDING THAT AT
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         1           THE TIME--I TAKE IT THAT ON THE VERSA LINE THE

         2           INTERNET EXPLORER ICON WAS DELETED FROM THE

         3           DESKTOP AS WELL; IS THAT CORRECT?

         4                ANSWER:  THAT IS MY UNDERSTANDING.

         5                QUESTION:  DO YOU HAVE ANY UNDERSTANDING OF

         6           WHAT NEEDS TO BE DONE TO DELETE THE ICON FROM THE

         7           DESKTOP?

         8                ANSWER:  I HAVE NO IDEA.

         9                QUESTION:  AND DO YOU HAVE ANY UNDERSTANDING

        10           OF WHAT GETS DELETED IN TERMS OF THE WINDOWS CODE

        11           BASE WHEN THE ICON IS DELETED FROM THE DESKTOP?

        12                ANSWER:  I HAVE NO KNOWLEDGE.

        13                QUESTION:  HOW MUCH BETTER--GIVEN THAT

        14           INTERNET EXPLORER IS ALREADY PRE-INSTALLED ON THE

        15           MACHINE, HOW MUCH BETTER WOULD NETSCAPE NAVIGATOR

        16           HAVE TO BE, IN YOUR OPINION, IN ORDER FOR

        17           PACKARD-BELL TO ALSO INSTALL THAT?

        18                MR. LACOVARA:  OBJECTION.  LACKS FOUNDATION.

        19                ANSWER:  THERE WOULD HAVE TO BE SOME

        20           DEFINABLE, DISCERNIBLE DIFFERENCE OR ADVANTAGE OR

        21           A MAJOR COMMERCIAL DIFFERENCE IN DOING IT.  AND

        22           I'M GOING TO--I'M GOING TO GO ON WITH THAT.

        23           BECAUSE I'VE--IN OUR FIRST INTERVIEW WHICH WAS

        24           BEFORE THE DEPOSITIONS--WE HAD ANOTHER ENCOUNTER

        25           BEFORE THIS, IS I MADE A STATEMENT THAT NAVIGATOR
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         1           HAS NEVER COME TO US AND MADE US ANY SORT OF A

         2           BUSINESS PROPOSITION THAT MADE SENSE FOR US.

         3                BUT CERTAINLY, IF THEY OR SOMEONE ELSE WERE

         4           TO BRING US A BUSINESS PROPOSITION IN THE WAY OF

         5           FINANCIAL REMUNERATION OR WHATEVER, WE WOULD

         6           CERTAINLY CONSIDER IT.  BUT FROM A BUSINESS

         7           STANDPOINT AND A LOOK-AND-FEEL STANDPOINT, WE

         8           HAVEN'T SEEN THE REASON TO CONSIDER A CHANGE.

         9                QUESTION:  SO, FOR INSTANCE, NETSCAPE WOULD

        10           HAVE TO PAY PACKARD-BELL SOME SORT OF A BOUNTY IN

        11           ORDER FOR PACKARD-BELL TO CONSIDER LOADING IT?

        12                MR. LACOVARA:  OBJECTION.  LEADING.

        13                ANSWER:  I THINK IT'S BEYOND A BOUNTY.  I

        14           LIKE TO BUILD MORE LONG-TERM RELATIONSHIPS.  BUT

        15           CERTAINLY A BOUNTY COULD BE PART OF THAT.

        16           (END OF DEPOSITION EXCERPTS.)
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         1                   CERTIFICATE OF REPORTER

         2

         3           I, DAVID A. KASDAN, RPR, COURT REPORTER, DO

         4  HEREBY TESTIFY THAT THE FOREGOING PROCEEDINGS WERE

         5  STENOGRAPHICALLY RECORDED BY ME AND THEREAFTER REDUCED TO

         6  TYPEWRITTEN FORM BY COMPUTER-ASSISTED TRANSCRIPTION UNDER

         7  MY DIRECTION AND SUPERVISION; AND THAT THE FOREGOING

         8  TRANSCRIPT IS A TRUE RECORD AND ACCURATE RECORD OF THE

         9  PROCEEDINGS.

        10           I FURTHER CERTIFY THAT I AM NEITHER COUNSEL FOR,

        11  RELATED TO, NOR EMPLOYED BY ANY OF THE PARTIES TO THIS

        12  ACTION IN THIS PROCEEDING, NOR FINANCIALLY OR OTHERWISE

        13  INTERESTED IN THE OUTCOME OF THIS LITIGATION.
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                                    ______________________
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