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

          2             MR. WARDEN:  GOOD MORNING, YOUR HONOR.

          3             THE COURT:  GOOD MORNING, MR. WARDEN.

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

          5   STATES OF AMERICA VERSUS MICROSOFT CORPORATION, AND 98-1233,

          6   STATE OF NEW YORK, ET AL. VERSUS MICROSOFT.

          7             PHILLIP MALONE, STEPHEN HOUCK AND DAVID BOIES FOR

          8   THE PLAINTIFFS.

          9             JOHN WARDEN, STEVEN HOLLEY, RICHARD UROWSKY AND

         10   WILLIAM NEUKOM FOR THE DEFENDANT.

         11             MR. WARDEN:  YOUR HONOR, MICROSOFT CALLS BRAD

         12   CHASE.

         13             THE COURT:  VERY WELL.

         14             (BRAD CHASE, DEFENDANT'S WITNESS, SWORN)

         15             THE WITNESS:  GOOD MORNING, YOUR HONOR.

         16             THE COURT:  GOOD MORNING, MR. CHASE.

         17                        DIRECT EXAMINATION

         18   BY MR. WARDEN:

         19   Q.  MR. CHASE, DO YOU HAVE BEFORE YOU A COPY OF YOUR WRITTEN

         20   DIRECT TESTIMONY?

         21   A.  YES, I DO.

         22   Q.  HAVE YOU HAD AN OPPORTUNITY TO REVIEW IT BEFORE TAKING

         23   THE STAND THIS MORNING?

         24   A.  YES, I HAVE.

         25   Q.  ARE THERE ANY CORRECTIONS YOU WOULD LIKE TO MAKE?
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          1   A.  YES, THERE ARE.

          2   Q.  WOULD YOU PLEASE TELL US WHAT THEY ARE?

          3   A.  OKAY.

          4             ON PAGE 11, PARAGRAPH 27 -- LET ME TURN THERE

          5   MYSELF -- IT SAYS TOWARDS THE END OF PARAGRAPH 27, "SUCH

          6   PROMOTION WAS CRITICAL BECAUSE NETSCAPE NAVIGATOR HAD

          7   ESTABLISHED A COMMANDING WEB BROWSING SOFTWARE USAGE SHARE."

          8             THAT SHOULD BE, MORE CORRECTLY, "A COMMANDING" --

          9   AND ADD THE WORDS "NON-OLS WEB BROWSING SOFTWARE USAGE

         10   SHARE."

         11             THE NEXT ONE IS ON PAGE 29, PARAGRAPH 74, LINE 5.

         12   IN THE PARENTHETICAL PHRASE WHERE IT SAYS, "WELL BEFORE THE

         13   AOL-NETSCAPE WAS ANNOUNCED," THE WORD "DEAL" SHOULD BE ADDED

         14   AFTER THE WORD "NETSCAPE."

         15             THE NEXT ONE IS ON PAGE 54.  IT'S PARAGRAPH 130,

         16   THE SECOND BULLET POINT.  THE PARENTHETICAL THAT REFERENCES

         17   THE EXHIBIT SHOULD BE DX 2157A, AS IN APPLE.

         18             ON PAGE 69, THERE'S A COUPLE OF SMALL ONES THERE.

         19   PARAGRAPH 167, LINE 8, IT'S THE BOTTOM OF THE PARAGRAPH.  IT

         20   SHOULD BE "IN SEPTEMBER 1996" INSTEAD OF "1997."  AND IN THE

         21   FOOTNOTE, FOOTNOTE 4, IN THE SECOND LINE, THE WORD "TEST"

         22   SHOULD BE DELETED.  AT ONE POINT, WE HAD FILMED WITH THE

         23   TEST VERSION, BUT THEY SHIPPED THE FINAL VERSION, SO WE WERE

         24   ABLE TO ADD THE FINAL VERSION.

         25             AND, FINALLY, ON PAGE 74, PARAGRAPH 182, IN THE
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          1   THIRD LINE, THE WORD "STANDALONE" SHOULD BE DELETED.  AND

          2   THAT'S BECAUSE THIS ALSO INCLUDES INTEGRATED BROWSING

          3   TECHNOLOGY THAT WOULD COME WITH WINDOWS 98.

          4   Q.  DID YOU MISS A CORRECTION IN PARAGRAPH 180?

          5   A.  OH, I'M SORRY.  YOU'RE RIGHT.  I DID.  PAGE 73.  THERE

          6   IS A PARENTHETICAL ON PARAGRAPH 180 THAT SAYS "TO UNDER 20

          7   PERCENT," AND THE MOST CONSERVATIVE NUMBER IS ACTUALLY "TO

          8   UNDER 30 PERCENT."

          9             THANK YOU.

         10   Q.  WITH THOSE CORRECTIONS, MR. CHASE, DO YOU AFFIRM YOUR

         11   WRITTEN DIRECT TESTIMONY TO BE TRUTHFUL IN ALL RESPECTS?

         12   A.  YES, I DO.

         13   Q.  THANK YOU.

         14             YOUR WRITTEN DIRECT TESTIMONY MAKES REFERENCE TO

         15   SEVERAL DEMONSTRATIONS THAT ARE CONTAINED ON A VIDEOTAPE

         16   THAT HAS BEEN MARKED FOR IDENTIFICATION AS DEFENDANT'S

         17   EXHIBIT 2162.  ARE YOU FAMILIAR WITH THE DEMONSTRATIONS

         18   SHOWN ON THAT TAPE?

         19   A.  YES, I AM.

         20   Q.  WERE YOU INVOLVED IN THE DECISION AS TO WHICH SUBJECTS

         21   WOULD BE INCLUDED IN THE VIDEOTAPE?

         22   A.  YES, I WAS.

         23   Q.  AND WAS IT PREPARED AT YOUR INSTRUCTION AND UNDER YOUR

         24   SUPERVISION?

         25   A.  YES, IT WAS.
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          1   Q.  ARE YOU PREPARED TO BE CROSS-EXAMINED ABOUT THE TAPE?

          2   A.  YES.

          3   Q.  OKAY.

          4             MR. WARDEN:  YOUR HONOR, I OFFER DEFENDANT'S

          5   EXHIBIT 2162.

          6             MR. BOIES:  NO OBJECTION, YOUR HONOR.

          7             THE COURT:  DEFENDANT'S 2162 IS ADMITTED.

          8                                   (WHEREUPON, DEFENDANT'S

          9                                   EXHIBIT NUMBER 2162 WAS

         10                                   RECEIVED IN EVIDENCE.)

         11             MR. WARDEN:  BEFORE PLAYING THE VIDEOTAPE, YOUR

         12   HONOR, THE EXHIBITS TO MR. CHASE'S WRITTEN DIRECT ARE RATHER

         13   VOLUMINOUS, AND RATHER THAN PROCEEDING ORALLY IN COURT, WE

         14   HAVE ENTERED INTO A STIPULATION WITH RESPECT TO THE

         15   ADMISSION OF MOST OF THEM.  I WILL COME TO SOME OTHERS IN

         16   JUST A MOMENT.

         17             THE COURT:  ALL RIGHT.

         18             MR. WARDEN:  AS NOTED IN THE STIPULATION,

         19   DEFENDANT'S EXHIBIT 2157 MUST BE CHANGED TO DEFENDANT'S

         20   2157A, AS THE WITNESS DID IN CORRECTING HIS TESTIMONY,

         21   BECAUSE THERE IS ALREADY A DEFENDANT'S 2157 IN EVIDENCE, A

         22   DIFFERENT DOCUMENT.  AND WE HAVE --

         23             THE COURT:  IT HAS ALREADY BEEN CHANGED IN THE

         24   STIPULATION?

         25             MR. WARDEN:  YES, YOUR HONOR.  AND HERE IS THE ONE
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          1   WITH THE CORRECTED EXHIBIT NUMBER ON IT.

          2             THE COURT:  ALL RIGHT.

          3             MR. WARDEN:  YES, YOUR HONOR.  THAT'S CORRECT.

          4   BUT IT'S A ATTACHED TO HIS TESTIMONY AS 2157.

          5             THE COURT:  ALL RIGHT.

          6             MR. WARDEN:  IN ADDITION, THE COPY OF DEFENDANT'S

          7   EXHIBIT 2182 THAT IS IN THE EXHIBIT VOLUMES ACCOMPANYING THE

          8   WRITTEN DIRECT APPEARS TO BE MISSING A PAGE.  AND SO WE HAVE

          9   A CORRECTED COPY OF THAT EXHIBIT.

         10             THE COURT:  ALL RIGHT.  THANK YOU.

         11             MR. WARDEN:  NOW, WITH RESPECT TO THE EXHIBITS

         12   ACCOMPANYING THE TESTIMONY THAT WERE NOT STIPULATED, THEY

         13   ARE EXHIBITS THAT ARE REFERRED TO IN PARAGRAPH 148 OF THE

         14   WRITTEN DIRECT, WHICH ARE STATEMENTS FROM USERS OF

         15   MICROSOFT'S TECHNOLOGY WHICH SUPPORT ITS INTEGRATION OF SUCH

         16   TECHNOLOGIES IN THE OPERATING SYSTEM.

         17             THOSE ARE EXHIBITS 2191, 2192, 2194 THROUGH 2199

         18   AND 2204 THROUGH 2219.  AND I OFFER THOSE EXHIBITS, WHICH I

         19   RESPECTFULLY SUGGEST TO THE COURT ARE AT LEAST AS RELIABLE

         20   AS THE MULTIPLE HEARSAY INTRODUCED DURING MR. BARKSDALE'S

         21   TESTIMONY.

         22             THE COURT:  MULTIPLE, MULTIPLE HEARSAY THAT'S COME

         23   IN THROUGHOUT THIS TRIAL.  OKAY.

         24             MR. BOIES:  YOUR HONOR, WE DO OBJECT TO THESE

         25   LETTERS.  THESE ARE ALL LETTERS THAT WERE WRITTEN DURING THE
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          1   PENDENCY OF THIS LITIGATION -- THESE ARE ALL LETTERS THAT

          2   WERE WRITTEN EITHER DURING THE PENDENCY OF THIS LITIGATION

          3   OR THE RELATED CONSENT DECREE LITIGATION.  THEY DO NOT

          4   RELATE TO -- AT LEAST THE VAST MAJORITY OF THEM AND PERHAPS

          5   ALL OF THEM -- DO NOT RELATE TO THE BUSINESS.  IT RELATES TO

          6   ISSUES IN THIS LAWSUIT.

          7             YESTERDAY, OR THE DAY BEFORE, WE HAD A SWORN

          8   DECLARATION OF MR. CHANDLER THAT MICROSOFT OBJECTED TO AND

          9   WAS PROPERLY EXCLUDED BECAUSE IT WAS NOT SUBJECT TO

         10   CROSS-EXAMINATION, AND IT WAS PREPARED IN CONNECTION WITH

         11   KNOWLEDGE THAT THIS WAS AN ISSUE THAT WAS BEING LITIGATED.

         12             THE COURT:  I EXCLUDED IT PRIMARILY BECAUSE IT WAS

         13   UNAUTHENTICATED AND THERE WAS NOBODY PREPARED TO VOUCH FOR

         14   IT.

         15             MR. BOIES:  THERE'S NOBODY HERE --

         16             THE COURT:  NOBODY KNEW WHO THIS GUY WAS.

         17             MR. BOIES:  WELL, IT WAS STATED IN THE DECLARATION

         18   WHO HE WAS.  THE ONLY WAY WE KNOW WHO THESE PEOPLE ARE IS

         19   WHAT'S STATED IN THE LETTERS.  THESE ARE -- EACH SIDE HAS

         20   RECEIVED A LOT OF LETTERS IN THE COURSE OF THIS LITIGATION

         21   FROM PEOPLE EXPRESSING VIEWS.

         22             THE COURT:  SO HAVE I.

         23             MR. BOIES:  AND I'M SURE YOU HAVE, TOO.

         24             THE COURT:  AND THEY'RE NOT IN EVIDENCE.

         25             MR. BOIES:  BUT I THINK THAT THE MATERIALS THAT
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          1   HAVE GENERALLY BEEN PRODUCED AND ACCEPTED HAVE BEEN

          2   MATERIALS THAT HAVE BEEN PRODUCED NOT WITH THE LITIGATION IN

          3   MIND.  THEY HAVE BEEN PRODUCED EITHER IN THE COURSE OF

          4   BUSINESS, OR TRANSMITTED IN THE BUSINESS, OR USED IN THE

          5   REGULAR COURSE OF BUSINESS.

          6             AND ALTHOUGH I THINK IT HAS BEEN MULTIPLE LEVELS

          7   OF HEARSAY, YOUR HONOR, I THINK, IN GENERAL, THAT HAS BEEN

          8   STUFF THAT'S RELATED TO BUSINESS, NOT TO LITIGATION.

          9             THE COURT:  ALL RIGHT.  I'M GOING TO OVERRULE THE

         10   OBJECTION AND I WILL ADMIT THEM AND DETERMINE WHAT WEIGHT,

         11   IF ANY, THEY ARE TO BE GIVEN.

         12             DEFENDANT'S 2191, 2192, 2194 THROUGH 2199, 2204

         13   THROUGH 2219 ARE ADMITTED.

         14                                   (WHEREUPON, DEFENDANT'S

         15                                   EXHIBIT NUMBERS 2191, 2192,

         16                                   2194 THROUGH 2199, 2204

         17                                   THROUGH 2219 WERE RECEIVED

         18                                   IN EVIDENCE.)

         19             MR. WARDEN:  YOUR HONOR, I'M READY TO PROCEED WITH

         20   THE VIDEOTAPE NOW.

         21             THERE ARE ACTUALLY SIX SEGMENTS.  THE TAPE IS ONLY

         22   20 MINUTES LONG, BUT THERE'S SIX SEPARATE SEGMENTS.  SOME

         23   ARE VERY SHORT, OBVIOUSLY.  THE FIRST IS A DEMONSTRATION

         24   OF --

         25             THE COURT:  ARE YOU GOING TO PLAY THEM SERIATIM
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          1   RIGHT NOW?

          2             MR. WARDEN:  I WAS JUST GOING TO PLAY THEM RIGHT

          3   ON THROUGH.  THEY'RE 20 MINUTES.

          4             THE COURT:  AS YOU WISH.

          5             MR. WARDEN:  AND JUST TO IDENTIFY THEM AND CONNECT

          6   THEM WITH THE WRITTEN DIRECT, THE FIRST SEGMENT IS A

          7   DEMONSTRATION OF THE ONLINE SERVICES FOLDER IN WINDOWS 98.

          8   THAT'S VERY SHORT.  THAT'S REFERRED TO IN PARAGRAPH 69 OF

          9   MR. CHASE'S DIRECT TESTIMONY.

         10             THE SECOND SEGMENT IS A DEMONSTRATION SHOWING HOW

         11   THE COMPONENTIZED DESIGN OF INTERNET EXPLORER BENEFITS AOL

         12   AND ITS SUBSCRIBERS, A TOPIC THAT'S BEEN AVERTED TO A NUMBER

         13   OF TIMES.  THAT'S REFERRED TO AT PARAGRAPH 33 OF THE DIRECT.

         14             THE THIRD IS A DEMONSTRATION OF VARIOUS OEM

         15   PERSONAL COMPUTERS THAT COME PRE-INSTALLED WITH AOL ON THE

         16   WINDOWS DESKTOP.  AND THAT SEGMENT IS REFERRED TO AT

         17   PARAGRAPH 174 OF THE WRITTEN DIRECT.

         18             THE FOURTH SEGMENT IS A DEMONSTRATION OF AOL'S

         19   PROMOTION OF NETSCAPE'S WEB BROWSING SOFTWARE AS AN

         20   ALTERNATIVE FOR ITS USERS AND A DEMONSTRATION OF THE AOL

         21   CUSTOMIZED VERSION OF NETSCAPE'S BROWSER AVAILABLE FOR

         22   DOWNLOADING FROM AOL.  THAT'S REFERRED TO AT PARAGRAPH 88.

         23             THE FIFTH SEGMENT IS A DEMONSTRATION OF NETSCAPE'S

         24   PROMOTION OF THE AOL INSTANT MESSENGER SERVICE.  THERE'S

         25   BEEN SOME TESTIMONY ABOUT THAT, INCLUDING THE BUNDLING OF
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          1   THAT SERVICE WITH NETSCAPE'S BROWSER.  AND THAT SERVICE IS

          2   REFERRED TO AT PARAGRAPH 90 OF THE WRITTEN DIRECT.

          3             THE FINAL SEGMENT DEMONSTRATES THREE POINTS:  THAT

          4   HUNDREDS OF THOUSANDS OF WEB PAGES CONTAIN DOWNLOAD BUTTONS

          5   FOR NETSCAPE'S WEB BROWSING SOFTWARE; SECOND, THAT IT CAN BE

          6   DOWNLOADED READILY FROM THE WEB; AND, THIRD, THAT THEY CAN

          7   EASILY -- ANYONE WHO DOWNLOADS IT AND INSTALLS IT, OR

          8   OTHERWISE INSTALLS IT, CAN EASILY SET NETSCAPE'S BROWSER AS

          9   THE DEFAULT BROWSER ON A WINDOWS 98 COMPUTER.

         10             THE COURT:  OKAY.

         11             MR. WARDEN:  AND THAT'S REFERRED TO AT PARAGRAPH

         12   167.

         13             THE COURT:  VERY GOOD.

         14             MR. WARDEN:  THANK YOU.

         15             (VIDEOTAPE PLAYED AS FOLLOWS:)

         16             MR. KOZEWSKI:  HELLO.  MY NAME IS BILL KOZEWSKI,

         17   AND I AM A LEAD PRODUCT MANAGER RESPONSIBLE FOR PARTNER

         18   MARKETING.

         19             I WILL FIRST SHOW THE ONLINE SERVICES FOLDER IN

         20   WINDOWS 98, WHICH PROVIDES USERS EASY ACCESS TO SOME OF THE

         21   MOST POPULAR ONLINE SERVICES CURRENTLY AVAILABLE.

         22             THIS IS THE STANDARD WINDOWS 98 DESKTOP.  THIS

         23   ICON IS THE ONLINE SERVICES FOLDER.  I CAN CLICK ON THE

         24   FOLDER TO OPEN IT.  HERE YOU SEE THE ICONS OF SOME OF THE

         25   MOST POPULAR ONLINE SERVICES, INCLUDING AMERICA ONLINE, AT&T
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          1   WORLDNET SERVICE, COMPUSERVE AND PRODIGY INTERNET.

          2             COMPONENTIZATION OF MICROSOFT INTERNET EXPLORER

          3   PROVIDES AMERICA ONLINE WITH THE ABILITY TO SEAMLESSLY

          4   INTEGRATE A WEB BROWSER WITH AOL.  I AM LAUNCHING AOL FROM

          5   THE WINDOWS DESKTOP.

          6             AS YOU CAN SEE, THERE ARE MANY DIFFERENT PLACES TO

          7   GO AND THINGS TO DO ON AOL.  THE USER MAY CHOOSE TO USE

          8   BUDDY LISTS TO SEND AND RECEIVE E-MAIL, OR EVEN TO TYPE THE

          9   KEYWORD "SHOPPING" TO GO TO THE AOL SHOPPING CHANNEL.  THE

         10   USER MAY ALSO CHOOSE TO GO TO THE INTERNET.

         11             TO THE AOL USER, GOING TO THE WEB IS A SEAMLESS

         12   EXPERIENCE.  THE USER MAY NOT EVEN REALIZE THAT HE OR SHE IS

         13   LEAVING THE AOL SERVICE.

         14             THANKS TO THE COMPONENTIZATION OF THE INTERNET

         15   EXPLORER TECHNOLOGIES IN WINDOWS 98, THE USER EXPERIENCE

         16   REMAINS CONSISTENT AND VERY MUCH AN AOL EXPERIENCE.  ONCE

         17   ONLINE, AN AOL SUBSCRIBER CAN GO BACK AND FORTH BETWEEN THE

         18   AOL SERVICE AND THE INTERNET IN A SEAMLESS WAY.

         19             AMERICA ONLINE CONTINUES TO SIGN AGREEMENTS WITH

         20   P.C. MANUFACTURES TO INCLUDE AN AOL ICON IN THE DESKTOPS OF

         21   P.C.'S THAT THEY SHIP, INDEPENDENT OF THE MICROSOFT

         22   AGREEMENTS.  OVER THE LAST SIX MONTHS, AOL HAS ANNOUNCED AT

         23   LEAST SIX NEW DEALS WITH LEADING BRANDS, SUCH AS PACKARD

         24   BELL/NEC, IBM, SONY, HEWLETT PACKARD, ACER AND COMPAQ.

         25             WE PURCHASED SYSTEMS FROM SOME OF THESE
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          1   MANUFACTURERS AT LOCAL COMPUTER AND ELECTRONICS RETAIL

          2   STORES.  WE UNPACKED THESE SYSTEMS AND HAVE BOOTED THESE UP.

          3             OUR FIRST EXAMPLE IS AN IBM APTIVA.  YOU NOTICE

          4   THAT A FLYER FOR AMERICA ONLINE IS INCLUDED IN THE BOX.  WE

          5   BOOTED THIS MACHINE AND, ON THE WINDOWS 98 DESKTOP, WE FOUND

          6   AN ICON FOR THE AOL AND INTERNET FREE TRIAL.

          7             OUR SECOND EXAMPLE IS A HEWLETT PACKARD PAVILION.

          8   WHEN WE BOOTED THIS MACHINE, WE FOUND AN ICON FOR AMERICA

          9   ONLINE ON THE DESKTOP.

         10             OUR THIRD EXAMPLE IS A NEW PACKARD BELL P.C.  WE

         11   BOOTED THIS MACHINE AND, ON THE DESKTOP, WE FOUND THE

         12   PACKARD BELL DIRECT INTERNET ACCESS.  WHEN WE OPENED THE

         13   PACKARD BELL DIRECT INTERNET ACCESS, THERE ARE SEVERAL

         14   OPTIONS FOR GETTING ONLINE, INCLUDING AMERICA ONLINE.

         15             OUR FOURTH EXAMPLE IS AN ACER ASPIRE.  ON THE

         16   DESKTOP OF THIS MACHINE, WE FIND THE ACE DESKTOP, WHICH ACER

         17   PROMOTES EXTENSIVELY.  LAUNCHING INTO THE ACE DESKTOP, WE

         18   FIND THAT THERE IS AN INTERNET SECTION WHICH FEATURES

         19   AMERICA ONLINE.

         20             OUR FIFTH AND FINAL EXAMPLE IS A SONY VAIO

         21   NOTEBOOK P.C.  YOU'LL NOTE THAT THIS P.C. COMES WITH

         22   BROCHURES FOR AMERICA ONLINE AND COMPUSERVE IN THE BOX.

         23   WHEN WE BOOT THIS P.C., WE FIND AN ICON IN THE DESKTOP FOR

         24   AOL.  WE ALSO FIND THAT SONY HAS CREATED AN ENTRY IN THE

         25   START MENU CALLED "ONLINE CENTER."  IN IT WE CAN FIND
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          1   ANOTHER WAY FOR USERS TO ACCESS AOL AS PART OF SONY VAIO'S

          2   ORIGINAL CONFIGURATION.

          3             NOW, WE'LL DEMONSTRATE HOW EASY IT IS TO LAUNCH

          4   AOL FROM ANY OF THE P.C.'S THAT I HAVE SHOWN YOU TODAY.  AS

          5   I CLICK ON THE AOL ICON, I WILL LAUNCH THE AOL SOFTWARE AND

          6   A "WELCOME TO AMERICA ONLINE" WILL APPEAR.  SINCE I ALREADY

          7   HAVE AN AOL ACCOUNT, I'LL TYPE MY USER NAME AND PASSWORD AND

          8   CONNECT TO AOL.  WE'RE NOW SIGNED ONTO AOL USING OUR SONY

          9   VAIO.

         10             IT IS WORTH NOTING THAT THIS SONY VAIO, LIKE A

         11   NUMBER OF OTHER P.C.'S, ALSO COMES WITH NETSCAPE

         12   COMMUNICATOR.  ANY USER MAY CHOOSE TO USE NETSCAPE

         13   COMMUNICATOR AS THEIR DEFAULT BROWSER.

         14             IF I CLICK ON "START" AND SELECT "PROGRAMS," I

         15   WILL FIND NETSCAPE COMMUNICATOR AND A NUMBER OF NETSCAPE

         16   APPLICATIONS THAT ARE INCLUDED, SUCH AS COLLABRA, COMPOSER,

         17   AND OTHERS.

         18             SINCE I HAVE SIGNED ONTO AOL, I WILL NOW BROWSE

         19   THE WEB USING NETSCAPE NAVIGATOR WITH MY AOL ACCOUNT.  I AM

         20   USING NETSCAPE NAVIGATOR TO BROWSE THE WEB WITH AOL ACTING

         21   AS MY INTERNET SERVICE PROVIDER, THUS PROVIDING MY

         22   CONNECTION TO THE INTERNET.  ONCE ON THE WEB, I CAN GO TO

         23   WWW.NATIONALGEOGRAPHIC.COM, OR ANY OTHER SITE, AND MOVE BACK

         24   AND FORTH BETWEEN AOL AND NETSCAPE NAVIGATOR.

         25             AMERICA ONLINE PROMOTES NETSCAPE NAVIGATOR AS AN
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          1   ALTERNATIVE FOR ITS CUSTOMERS.  I WILL DEMONSTRATE HOW AOL

          2   SUBSCRIBERS MAY CHOOSE TO USE NETSCAPE NAVIGATOR.  I WILL

          3   TYPE THE KEYWORD "NETSCAPE."  THIS WILL TAKE ME TO THE

          4   NETSCAPE NAVIGATOR INFORMATION PAGE, WHICH CAN ALSO BE

          5   REACHED BY TYPING "NAVIGATOR."  THIS PAGE CONTAINS

          6   INFORMATION ON DOWNLOADING AND INSTALLING NETSCAPE ON AOL.

          7             I WILL PROCEED TO DOWNLOAD NETSCAPE NAVIGATOR.

          8   THE "DOWNLOAD NETSCAPE" DIALOG BOX PROVIDES ALL THE

          9   INFORMATION A USER NEEDS TO DOWNLOAD NETSCAPE NAVIGATOR.  I

         10   AM CURRENTLY DOWNLOADING NETSCAPE NAVIGATOR.  TO SAVE TIME,

         11   WE'LL SKIP OVER THE REST OF THE DOWNLOAD.

         12             I HAVE INSTALLED THE VERSION OF NETSCAPE NAVIGATOR

         13   THAT I DOWNLOADED FROM THE AOL SERVICE.  THIS IS AN AOL

         14   CUSTOMIZED VERSION OF THE NETSCAPE NAVIGATOR BROWSER.  THIS

         15   IS THE STANDARD NETSCAPE BROWSER, BUT IT HAS BEEN MODIFIED

         16   USING SOME OF THE STANDARD CUSTOMIZATION OPTIONS THAT

         17   NETSCAPE OFFERS INTERNET SERVICE PROVIDERS.  THESE INCLUDE

         18   THE AOL LOGO, LINKS TO THE AOL.COM HOME PAGE, AOL NETFIND,

         19   AS WELL AS PRESET BOOKMARKS TO WEB SITES AOL CUSTOMERS MIGHT

         20   BE INTERESTED IN.

         21             FROM HERE, I CAN GO TO ANY WEB SITE -- FOR EXAMPLE

         22   WWW.NATIONALGEOGRAPHIC.COM.  AS YOU CAN SEE, AOL CUSTOMERS

         23   HAVE THE OPTION TO DOWNLOAD, INSTALL AND USE THE AOL

         24   CUSTOMIZED VERSION OF NETSCAPE NAVIGATOR OR ANY VERSION OF

         25   NAVIGATOR SHIPPED WITH THEIR P.C. OR DOWNLOADED FROM THE
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          1   WEB.

          2             AN EXAMPLE OF AOL AND NETSCAPE WORKING TOGETHER IS

          3   THEIR ARRANGEMENT TO RUN AOL INSTANT MESSENGER.  IF A USER

          4   HAS INSTALLED NETSCAPE NAVIGATOR 4.5, AOL INSTANT MESSENGER

          5   WILL BE INSTALLED BY DEFAULT.  IN FACT, THE FIRST THING WE

          6   SEE WHEN WE REBOOT OUR SYSTEM, AFTER INSTALLING NETSCAPE

          7   COMMUNICATOR, IS THIS AOL INSTANT MESSENGER SPLASH SCREEN ON

          8   OUR DESKTOP.  THIS SPLASH SCREEN DEMONSTRATES HOW AOL,

          9   NETSCAPE, OR ANY OTHER ISV CAN TAKE ADVANTAGE OF THE WINDOWS

         10   DESKTOP TO DISPLAY OR PROMOTE THE USE OF AN APPLICATION.  IN

         11   THIS CASE, THIS SCREEN INVITES THE USER TO SIGN ON TO AOL

         12   INSTANT MESSENGER.

         13             THIS IS THE STANDARD NETSCAPE NAVIGATOR AS

         14   DOWNLOADED FROM THE NETSCAPE WEB SITE.  AOL INSTANT

         15   MESSENGER IS BUNDLED WITH THIS BROWSER.  IN THE COMMUNICATOR

         16   MENU, WE FIND AOL INSTANT MESSENGER -- I WILL SELECT HERE TO

         17   LAUNCH IT.  AS YOU CAN SEE, THIS VERSION OF AOL INSTANT

         18   MESSENGER HAS BEEN CO-BRANDED WITH NETSCAPE.  I WILL SIGN ON

         19   AND SHOW YOU ADDITIONAL CUSTOMIZATION.

         20             ONCE IN, I CAN SEE WHO IS ONLINE AND I COULD

         21   COMMUNICATE WITH SOME OF THE PEOPLE I HAVE HERE.  THE

         22   BUNDLING OF AOL INSTANT MESSENGER AS PART OF NETSCAPE

         23   NAVIGATOR IS A GOOD EXAMPLE OF HOW NETSCAPE AND AOL CONTINUE

         24   WORKING TOGETHER.

         25             THIS CONCLUDES THE DEMONSTRATION OF HOW

                                                                              18

          1   INTEGRATING INTERNET EXPLORER COMPONENTS INTO AOL MAKES FOR

          2   A SEAMLESS EXPERIENCE, HOW AOL CONTINUES TO CLOSE DEALS WITH

          3   OEM'S, HOW AOL SUBSCRIBERS MAY CHOOSE TO USE THE NETSCAPE

          4   BROWSER, AND, FINALLY, I HAVE SHOWN HOW AOL AND NETSCAPE

          5   HAVE WORKED TOGETHER ON SEVERAL FRONTS.  ALL OF THE JOINT

          6   PROJECTS I DEMONSTRATED WERE IN EXISTENCE BEFORE THE

          7   RECENTLY ANNOUNCED MERGER OF AOL AND NETSCAPE.

          8             NOW MY COLLEAGUE DAVE FESTER WILL DEMONSTRATE

          9   DOWNLOADING AND INSTALLATION OF NETSCAPE NAVIGATOR.

         10             MR. FESTER:  HI.  I'M DAVE FESTER, AND I'M A GROUP

         11   PRODUCT MANAGER IN THE PERSONAL AND BUSINESS SYSTEMS GROUP

         12   AT MICROSOFT.  I WILL BE DEMONSTRATING HOW EASY IT IS TO

         13   DOWNLOAD AND INSTALL NETSCAPE NAVIGATOR FROM THE WORLD WIDE

         14   WEB.

         15             FIRST, I WILL SHOW YOU HOW EASY IT IS TO FIND A

         16   WAY TO DOWNLOAD NETSCAPE NAVIGATOR FROM LITERALLY HUNDREDS

         17   OF THOUSANDS OF PLACES ON THE WEB.

         18             SECOND, I WILL DOWNLOAD NETSCAPE'S NEWEST VERSION

         19   OF ITS BROWSER FROM ITS WEB SITE.  AND, FINALLY, I WILL SHOW

         20   YOU HOW EASY IT IS TO INSTALL NETSCAPE NAVIGATOR AND HOW, IF

         21   IT IS NOT ALREADY THE DEFAULT ON YOUR WINDOWS 98 P.C., THE

         22   INSTALLATION PROGRAM CAN MAKE NETSCAPE NAVIGATOR THE DEFAULT

         23   BROWSER.

         24             FIRST, STARTING FROM THE WINDOWS 98 DESKTOP, I'LL

         25   LAUNCH THE INTERNET EXPLORER INTERNET BROWSER WINDOW.  I'M
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          1   GOING TO TYPE WWW.ALTAVISTA.COM, WHICH IS AN INTERNET SEARCH

          2   ENGINE AND SEARCH PROVIDER.  I'M GOING TO SEARCH FOR A

          3   PARTICULAR LINK, AS YOU CAN SEE HERE.  THIS PARTICULAR LINK

          4   REPRESENTS SOME OF THE LOCATIONS ALL OVER THE WORLD WIDE WEB

          5   WHERE THERE IS A "DOWNLOAD NETSCAPE NOW" ICON ON A WEB PAGE.

          6             SO LET'S GO AHEAD AND DO THIS SEARCH.  AS YOU CAN

          7   SEE, THIS ONE PARTICULAR SEARCH FOUND OVER 200,000 WEB SITES

          8   WITH THE NETSCAPE NAVIGATOR DOWNLOAD LINK.  THE NUMBER OF

          9   WEB SITES WITH THIS DOWNLOAD LINK WILL VARY FROM DAY TO DAY

         10   AS THE INTERNET SEARCH ENGINES ARE UPDATED, AND RESULTS DO

         11   VARY BY INTERNET SEARCH PROVIDERS AS WELL.

         12             HOWEVER, IT DOES ILLUSTRATE THAT THERE ARE

         13   HUNDREDS OF THOUSANDS OF WEB SITES THAT PROMOTE THE DOWNLOAD

         14   OF NETSCAPE NAVIGATOR.

         15             IN THIS CASE, I'M GOING TO PICK RESULT PAGE NUMBER

         16   7 AND SCROLL DOWN AND PICK THE ROLLING HILLS ESTATE, WHICH

         17   IS SPONSORED BY RE/MAX.

         18             YOU'LL NOTICE THAT I'VE GOT THE "NETSCAPE NOW"

         19   BUTTON ON THAT PARTICULAR WEB SITE.  WHEN I CLICK ON THAT

         20   BUTTON, THERE ARE INSTRUCTIONS ABOUT HOW TO MAKE

         21   COMMUNICATOR YOUR DEFAULT BROWSER OR, IF YOU DON'T HAVE

         22   NETSCAPE COMMUNICATOR, THIS PAGE TELLS YOU HOW TO GO

         23   DOWNLOAD IT.

         24             I SHOULD ALSO POINT OUT, IF I GO HOME, THAT THE

         25   NETSCAPE NETCENTER HOME PAGE, ONE OF THE MOST POPULAR ON THE
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          1   NET, HAS A DOWNLOAD BUTTON ON THE TOP LEFT OF ITS PAGE AS

          2   WELL.

          3             LET'S CLICK ON THAT PARTICULAR BUTTON AND GO

          4   DOWNLOAD NETSCAPE COMMUNICATOR.  AS YOU CAN SEE, THERE ARE A

          5   NUMBER OF CHOICES FOR ME TO DOWNLOAD THE NETSCAPE BROWSERS

          6   OF ALL KINDS, AS WELL AS SOME OTHER SOFTWARE THAT YOU SEE

          7   HERE.

          8             I'LL DOWNLOAD THE LATEST VERSION OF NAVIGATOR,

          9   WHICH IS PART OF NETSCAPE COMMUNICATOR 4.5.  I'LL CHOOSE

         10   DOWNLOAD.  AND I'LL SAVE THE LOCATION OF THIS PROGRAM TO MY

         11   HARD DRIVE.  THIS WILL TAKE A FEW MINUTES TO DOWNLOAD THAT

         12   PROGRAM FROM THE INTERNET OVER MY CORPORATE NETWORK INTERNET

         13   CONNECTION.  THIS COULD TAKE LONGER, DEPENDING ON THE SPEED

         14   OF A USER'S INTERNET CONNECTION, HOWEVER.

         15             INTERNET EXPLORER TECHNOLOGIES IN WINDOWS 98 HAVE

         16   BEEN ARCHITECTED TO ALLOW NETSCAPE TO EVEN BECOME THE

         17   DEFAULT BROWSER AND ADD ICONS TO THE QUICK LAUNCH BAR AS

         18   WELL AS ON THE WINDOWS DESKTOP.  THE DOWNLOAD OF THE

         19   INSTALLATION PROGRAM IS NOW COMPLETE.  AND I'LL GO AHEAD AND

         20   NOW INSTALL THE APPLICATION, AS YOU CAN SEE HERE.

         21             THIS WILL SELF-EXTRACT THE NECESSARY FILES TO

         22   PREPARE FOR THE INSTALLATION.  AND HERE WE GO.  SO I WILL GO

         23   AHEAD AND SELECT ALL THE DEFAULTS AND TAKE THE TYPICAL

         24   INSTALL.  AS YOU CAN SEE, THE INSTALLATION PROGRAM OFFERS A

         25   COUPLE OF OPTIONS.  THESE OPTIONS INCLUDE MAKING NETSCAPE
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          1   COMMUNICATOR MY DEFAULT INTERNET BROWSER, MAKING NETSCAPE

          2   NETCENTER MY HOME WEB PAGE, AND USING NETSCAPE NETCENTER TO

          3   SEARCH THE WEB.  IF YOU CHOOSE THESE OPTIONS, THE

          4   COMMUNICATOR INSTALLATION PROGRAM WILL ALSO AUTOMATICALLY

          5   MAKE THESE SAME CHANGES INSIDE INTERNET EXPLORER.

          6             THE INTERNET EXPLORER TECHNOLOGIES IN WINDOWS ARE

          7   ARCHITECTED SO IT'S EASY FOR NETSCAPE TO CHANGE THESE

          8   DEFAULTS.  LET'S COMPLETE THE INSTALL.  THIS WILL TAKE A FEW

          9   MINUTES, SO TO SAVE TIME, WE'LL NOT INCLUDE THE ENTIRE

         10   INSTALLATION PROCESS ON TAPE.

         11             THE INSTALLATION IS NOW COMPLETE.  AND AS YOU CAN

         12   SEE, WE HAVE NOW SET UP NETSCAPE COMMUNICATOR ON THIS

         13   WINDOWS 98 COMPUTER.  YOU'LL NOTICE TWO ICONS HAVE BEEN

         14   ADDED TO THE WINDOWS DESKTOP, AS YOU CAN SEE HERE, NETSCAPE

         15   COMMUNICATOR, AND REAL NETWORKS' REAL PLAYER, WHICH WAS

         16   INSTALLED BY NETSCAPE FOR AUDIO AND VIDEO STREAMING.

         17             NETSCAPE HAS ALSO ADDED ICONS TO THE QUICK LAUNCH

         18   BAR DOWN BELOW.  AS YOU CAN SEE, THEY'VE ADDED NETSCAPE

         19   NAVIGATOR BROWSER SOFTWARE, THE NETSCAPE MESSENGER MAIL

         20   CLIENT, AND THE NETSCAPE COMPOSER AUTHORING TOOL.

         21             ALSO, IF I COME TO THE START BUTTON, YOU'LL SEE

         22   THAT THEY'VE ADDED THE NETSCAPE SMART UPDATE OPTION AS WELL.

         23   THIS IS AN ABILITY FOR NETSCAPE USERS TO UPDATE THEIR

         24   SOFTWARE OVER THE INTERNET.  AND THEY'VE ADDED THAT UP ON

         25   THE START MENU, ALONG WITH THE WINDOWS UPDATE CAPABILITIES.
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          1             LET'S GO AHEAD AND LAUNCH THE NETSCAPE

          2   COMMUNICATOR SOFTWARE.  I HAVE ALREADY CONFIGURED MY

          3   SETTINGS, SUCH AS THE PROXY AND MY PROFILE, AND WE'RE OFF

          4   BROWSING THE INTERNET.  NETSCAPE NAVIGATOR IS NOW THE

          5   DEFAULT BROWSER FOR WINDOWS 98.

          6             FOR EXAMPLE, I CAN COME TO THE "RUN" WINDOW AND

          7   TYPE "WWW.YAHOO.COM" AND CLICK "OKAY," AND YOU'LL NOTICE

          8   THAT NETSCAPE COMMUNICATOR COMES UP DISPLAYING THE YAHOO WEB

          9   SITE.

         10             ADDITIONALLY, IN MY START MENU, I HAVE A LIST OF

         11   FAVORITES.  IF I SELECT ANY OF THOSE FAVORITES, YOU'LL

         12   NOTICE AGAIN NETSCAPE COMMUNICATOR COMES UP AND SHOWS ME THE

         13   SELECTED WEB SITE, IN THIS CASE, ESPN.

         14             THEY'VE ALSO CHANGED A COUPLE OTHER FEATURES AS

         15   WELL.  SO INSIDE OF INTERNET EXPLORER, AS AN EXAMPLE, WE

         16   USED TO LAUNCH INTERNET EXPLORER AND IT WOULD GO TO THE

         17   MICROSOFT WEB SITE AS MY HOME PAGE.  SINCE I'VE INSTALLED

         18   NETSCAPE COMMUNICATOR AND NOW LAUNCH INTERNET EXPLORER, THE

         19   HOME PAGE NOW GOES DIRECTLY TO THE NETSCAPE NETCENTER.

         20             FOR EXAMPLE, INTERNET EXPLORER HAS A FEATURE THAT

         21   USES A YAHOO INTERNET SEARCH SERVICE TO LOCATE WEB SITES

         22   THAT CONTAIN PARTICULAR WORDS THAT YOU TYPE IN THE ADDRESS

         23   WINDOW AFTER THE WORD "GO."

         24             SO, FOR EXAMPLE, IF YOU WANTED TO FIND ALL THE WEB

         25   SITES RELATING TO FORD RANGER, AS AN EXAMPLE, YOU COULD TYPE
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          1   IN "GO FORD RANGER."  IF I DID THIS, PRIOR TO INSTALLING

          2   COMMUNICATOR, INTERNET EXPLORER WOULD GO OUT TO THE YAHOO

          3   WEB SITE AND GIVE ME A LIST OF ALL THE WEB SITES THAT

          4   INCLUDE THE WORDS "FORD RANGER."

          5             BUT NOW IF I TYPED IN "GO FORD RANGER" AND PRESS

          6   "ENTER," IT WILL TAKE ME TO THE NETCENTER WEB SITE AND

          7   REDIRECT ME AUTOMATICALLY TO THE FORD VEHICLES WEB SITE,

          8   WHICH IS DIFFERENT THAN THE LIST OF FORD RANGER WEB SITES

          9   THAT I MIGHT LIKE TO SELECT.  WHAT HAPPENED WAS I WAS

         10   ACTUALLY REMAPPED TO THE NETSCAPE SEARCH SITE BY NETSCAPE.

         11             LET ME TRY ANOTHER ONE HERE JUST TO SHOW YOU.  SO

         12   IN THE ADDRESS WINDOW, I'LL TYPE "GO DELL."  NOW, IF YOU

         13   NOTICE, DOWN IN THE BOTTOM LEFT CORNER, WHEN I PRESS

         14   "ENTER," YOU'LL NOTICE THAT INTERNET EXPLORER SEARCH WILL BE

         15   REDIRECTED FROM YAHOO TO THE NETSCAPE WEB SITE AND USE

         16   NETSCAPE KEYWORDS TO FIND THIS PARTICULAR SITE.  SO IN THIS

         17   CASE, IT TOOK ME TO THE DELL WEB SITE.

         18             THESE CHANGES ILLUSTRATE HOW THE INTERNET EXPLORER

         19   TECHNOLOGY HAS BEEN MADE AVAILABLE TO THIRD PARTIES AS

         20   SYSTEM SERVICES AND, THEREFORE, CAN BE CUSTOMIZED.  THIS

         21   ALSO DEMONSTRATES HOW WELL NETSCAPE SOFTWARE RUNS ON

         22   WINDOWS 98.

         23             SO, IN SUMMARY, I HAVE SHOWN YOU FOUR KEY THINGS.

         24   FIRST, THAT IT IS EASY TO FIND PLACES ON THE WEB TO DOWNLOAD

         25   NETSCAPE NAVIGATOR.  SECOND, IT IS EASY TO DOWNLOAD AND
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          1   INSTALL NETSCAPE'S BROWSER.  THIRD, I HAVE ALSO SHOWED HOW,

          2   IF NAVIGATOR WAS NOT ALREADY MY DEFAULT BROWSER, IT COULD BE

          3   MADE MY DEFAULT BROWSER.  FINALLY, I'VE DEMONSTRATED HOW

          4   NETSCAPE DURING INSTALLATION ON A WINDOWS 98 COMPUTER,

          5   ACTUALLY CAN RESET INTERNET EXPLORER DEFAULT SETTINGS AS

          6   WELL.

          7             (END OF PLAYING OF VIDEOTAPE.)

          8             MR. WARDEN:  THAT CONCLUDES THE DIRECT

          9   EXAMINATION, YOUR HONOR.

         10         THE COURT:  ALL RIGHT.  THANK YOU, MR. WARDEN.

         11                        CROSS-EXAMINATION

         12   BY MR. BOIES:

         13   Q.  GOOD MORNING, MR. CHASE.

         14   A.  GOOD MORNING.

         15   Q.  WE HAVEN'T MET, BUT MY NAME IS DAVID BOIES AND I

         16   REPRESENT THE UNITED STATES.

         17             I'D LIKE TO ASK YOU SOME QUESTIONS ABOUT THIS

         18   VIDEO.  I TAKE IT THERE WAS A SCRIPT PREPARED FOR THIS

         19   VIDEO; IS THAT CORRECT?

         20   A.  YES.

         21   Q.  DID YOU PARTICIPATE IN THE PREPARATION OF THAT SCRIPT?

         22   A.  YES.

         23   Q.  DO YOU HAVE A COPY OF THAT SCRIPT?

         24   A.  A COPY OF THAT SCRIPT NOW WITH ME HERE?  I DON'T

         25   UNDERSTAND.
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          1   Q.  WERE YOU GIVEN A COPY TO KEEP OF THE SCRIPT?

          2   A.  I THINK I HAVE A FINAL COPY, YES.

          3   Q.  WERE THERE DRAFT COPIES OF THE SCRIPT TO WHICH CHANGES

          4   WERE MADE?

          5   A.  YES.

          6   Q.  DID YOU RETAIN COPIES OF THOSE DRAFTS?

          7   A.  NO.

          8   Q.  DO YOU KNOW IF ANYONE DID?

          9   A.  I DO NOT KNOW.

         10   Q.  THIS WAS SOMETHING THAT YOU WERE RESPONSIBLE FOR,

         11   CORRECT?

         12   A.  THAT'S CORRECT.

         13   Q.  AND YOU WERE SUPERVISING IT?

         14   A.  THAT'S CORRECT.

         15   Q.  DID YOU ASK ANYBODY TO RETAIN DRAFTS?

         16   A.  NO, I DID NOT.

         17   Q.  IS IT FAIR TO SAY THAT CHANGES TO THE DRAFT SCRIPT WERE

         18   MADE NOT ONLY BY YOU BUT BY ATTORNEYS AS WELL?

         19   A.  THAT WOULD BE FAIR TO SAY.

         20   Q.  NOW --

         21   A.  BUT I DID AGREE WITH THEM.

         22   Q.  BUT YOU DID AGREE WITH THEM?

         23   A.  YES.

         24   Q.  NOW, THE FIRST THING I'D LIKE TO DO IN TERMS OF ACTUALLY

         25   FOCUSING ON SOME OF THE TAPE IS ASK YOU ABOUT THAT PORTION
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          1   WHERE YOU SKIPPED OVER THE REST OF THE DOWNLOAD.  DO YOU

          2   RECALL THAT?

          3   A.  YES, I DO.

          4   Q.  NOW, ONE OF THE PRINCIPAL POINTS OF YOUR TESTIMONY IS

          5   THAT IT IS EASY TO DISTRIBUTE SOFTWARE OVER THE INTERNET BY

          6   DOWNLOADING, CORRECT?

          7   A.  YES, AND MORE THAN THAT.  IN ADDITION TO EASY TO

          8   DISTRIBUTE SOFTWARE OVER THE INTERNET, IT'S EASY TO

          9   DISTRIBUTE SOFTWARE IN MANY OTHER WAYS AS WELL.

         10   Q.  NOW, YOU SAY THAT THE VIDEOTAPE DEMONSTRATION SHOWS HOW

         11   EASY IT IS TO DOWNLOAD NETSCAPE'S WEB BROWSING SOFTWARE,

         12   CORRECT, SIR?

         13   A.  YES, I DO.  WELL, I DON'T, BUT THE PRESENTERS DO.

         14   Q.  THE PRESENTERS DO AND YOU AGREE WITH IT?

         15   A.  YES, I DO.

         16   Q.  AND YOU'RE PREPARED TO BE CROSS-EXAMINED ABOUT THAT?

         17   A.  ABSOLUTELY.

         18   Q.  NOW, HOW LONG DID IT TAKE OFF CAMERA TO COMPLETE THE

         19   DOWNLOAD?

         20   A.  THE ONE YOU MENTIONED, IT TOOK TEN MINUTES.

         21   Q.  AND WHAT KIND OF -- HOW FAST WERE YOU DOWNLOADING IT?

         22   A.  THIS WAS OVER A FAST INTERNAL CORPORATE CONNECTION,

         23   WHICH IS, I BELIEVE, TEN MEGABITS.

         24   Q.  TEN MEGABITS?

         25   A.  UH-HUH.  THAT'S SORT OF THE STANDARD NOW FOR NEW
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          1   CORPORATE INSTALLATIONS.  SOME WILL BE SLOWER; SOME WILL BE

          2   FASTER.

          3   Q.  NOW, AOL IS TYPICALLY USED BY HOME USERS -- CONSUMERS,

          4   CORRECT, SIR?

          5   A.  UH-HUH.

          6   Q.  YOU HAVE TO SAY "YES" OR "NO"?

          7   A.  I'M SORRY.  YES.  I HAD A PIECE OF ICE IN MY MOUTH.

          8   Q.  THAT'S OKAY.

          9             NOW, HOW MANY CONSUMERS DO YOU THINK HAVE A

         10   CONNECTION THAT DOWNLOADS ON A TEN MEGABIT RATE?

         11   A.  NOT MANY.

         12   Q.  WHAT IS THE NORMAL SPEED BY WHICH HOME USERS CAN

         13   DOWNLOAD?

         14   A.  HOME USERS DOWNLOAD EITHER AT 56K OR AT 28.8 GENERALLY,

         15   OR SOME RANGE IN BETWEEN.  TO DOWNLOAD THAT AOL SPECIALIZED

         16   CUSTOMIZED VERSION OF NETSCAPE NAVIGATOR WOULD TAKE

         17   APPROXIMATELY ABOUT 25 MINUTES OR SO -- A LITTLE LESS ON A

         18   56K MODEM, AND WOULD TAKE ABOUT TWICE THAT ON 28.8 MODEM.

         19   Q.  IF YOU WERE TO USE THE KIND OF MODEM THAT MOST USERS

         20   HAVE -- AND, INCIDENTLY, YOU TALKED ABOUT A 56K MODEM.  HOW

         21   LONG HAVE CONSUMERS BEEN USING 56K MODEMS?

         22   A.  I COULDN'T TELL YOU PRECISELY.  APPROXIMATELY -- LET ME

         23   THINK ABOUT THAT.  APPROXIMATELY TWO YEARS.

         24   Q.  LET'S SAY ONE YEAR AGO, HOW MANY CONSUMERS HAD 56K

         25   MODEMS, JUST IN PERCENTAGE TERMS, APPROXIMATELY?
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          1   A.  I DO NOT KNOW.

          2   Q.  JUST APPROXIMATELY?

          3   A.  I DON'T KNOW.

          4   Q.  COULD YOU GIVE ME A RANGE?

          5   A.  NOT REALLY.

          6   Q.  WOULD IT BE LESS THAN 10 PERCENT, SIR, A YEAR AGO?

          7   A.  NO, I WOULD PROBABLY SAY IT WOULD BE MORE THAN 10

          8   PERCENT A YEAR AGO, BUT, AGAIN, I'M JUST GUESSING.  I DON'T

          9   KNOW.

         10   Q.  WHAT MODELS -- A YEAR AGO -- NOT TWO YEARS AGO, WHICH IS

         11   WHAT YOU SAID, BUT EVEN JUST ONE YEAR AGO -- WHAT MODELS

         12   CAME WITH A 56K MODEM?

         13   A.  WHAT MODELS OF P.C.'S?

         14   Q.  YES.

         15   A.  I WOULD HAVE TO GO CHECK WITH THE P.C. MANUFACTURERS.  I

         16   DON'T KNOW.

         17   Q.  WOULD IT SURPRISE YOU THAT WHEN THE TAPE THAT

         18   MR. MYHRVOLD SPONSORED -- YOU WERE HERE WHEN MR. MYHRVOLD

         19   TESTIFIED, WEREN'T YOU?

         20   A.  FOR SOME OF MR. MYHRVOLD'S TESTIMONY, YES.

         21   Q.  WERE YOU HERE WHEN THE TAPE WAS PLAYED?

         22   A.  I WAS HERE WHEN THE TAPE WAS PLAYED.  THAT'S CORRECT.

         23   Q.  AND WERE YOU HERE WHEN I ASKED HIM ABOUT WHAT SPEED

         24   MODEM WAS USED?

         25   A.  YES, I WAS.
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          1   Q.  AND YOU KNOW THAT MICROSOFT WENT OUT AND CHECKED WHAT

          2   SPEED MODEM CAME WITH THE NEW COMPUTER THAT THEY BOUGHT BACK

          3   IN SEPTEMBER FOR THIS DEMONSTRATION, CORRECT?

          4   A.  YES, I DO.

          5   Q.  AND YOU KNOW WHAT THE SPEED OF THAT MODEM WAS, DON'T

          6   YOU?

          7   A.  I DON'T REMEMBER THE SPEED.  I KNOW WE CHECKED, BUT I

          8   DON'T REMEMBER WHAT IT WAS.

          9   Q.  IT WAS LESS THAN 56, THOUGH, WASN'T IT, SIR?

         10   A.  I DON'T REMEMBER.

         11   Q.  CAN YOU GIVE ME ANY RANGE AT ALL AS TO WHAT YOUR PRESENT

         12   VIEW IS AS TO WHAT PERCENTAGE OF CONSUMER P.C.'S THAT WERE

         13   INSTALLED A YEAR AGO HAD 56K MODEMS?

         14   A.  THAT WERE PURCHASED A YEAR AGO?  I REALLY CAN'T.

         15   Q.  ACTUALLY, THAT IS A USEFUL CLARIFICATION.  THERE ARE

         16   REALLY TWO QUESTIONS HERE.  ONE IS HOW MANY OF THE COMPUTERS

         17   THAT WERE BEING PURCHASED A YEAR AGO HAD THOSE KINDS OF

         18   MODEMS?  AND THE OTHER QUESTION IS HOW MANY OF THE COMPUTERS

         19   THAT WERE INSTALLED A YEAR AGO HAD THOSE TWO KINDS OF

         20   MODEMS?  AND THOSE WOULD BE TWO DIFFERENT ANSWERS, CORRECT?

         21   A.  THAT'S CORRECT.

         22   Q.  AND A VERY, VERY SMALL PERCENTAGE OF THE COMPUTERS THAT

         23   WERE ACTUALLY INSTALLED AS OF A YEAR AGO WOULD HAVE HAD 56K

         24   MODEMS, CORRECT?

         25   A.  THAT IS -- I'M NOT SURE WHAT YOU MEAN BY "SMALL," BUT
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          1   LESS THAN A MAJORITY, DEFINITELY.

          2   Q.  LESS THAN A MAJORITY.  CONSIDERABLY LESS THAN 10

          3   PERCENT, IF YOU'RE TALKING ABOUT THE ENTIRE INSTALLED BASE

          4   OF P.C.'S A YEAR AGO, CORRECT, SIR?

          5   A.  I'M JUST NOT SURE.  I DON'T KNOW.

          6             YOU HAVE TO UNDERSTAND THAT, IN ANY CASE, IT'S

          7   STILL VERY EASY TO DOWNLOAD AND INSTALL, FOR EXAMPLE, A

          8   CUSTOMIZED VERSION OF NETSCAPE NAVIGATOR BY AOL.  EVEN IF IT

          9   TAKES 45 MINUTES, WHAT MOST USERS DO -- WHAT I DO -- IS YOU

         10   START THE DOWNLOAD.  YOU GO WATCH A COUPLE OF INNINGS OF THE

         11   BALL GAME AND YOU COME BACK AND IT'S DONE.  IT'S VERY EASY

         12   TO DO.  IT TAKES A LITTLE TIME, BUT NOT A LOT.  IT'S PRETTY

         13   QUICK COMPARED TO GOING TO THE STORE, FOR EXAMPLE, TO GET

         14   IT.  SO IT TAKES A LITTLE BIT OF TIME, BUT I UNDERSTAND IT'S

         15   VERY QUICK AND SUPER QUICK ON A CORPORATE LAN, WHICH MANY

         16   NETSCAPE COMMUNICATOR USERS MIGHT BE USING TO DOWNLOAD.

         17   Q.  SINCE YOU MENTIONED YOUR OWN PERSONAL EXPERIENCE, HOW

         18   MANY TIMES HAVE YOU PERSONALLY DOWNLOADED NETSCAPE NAVIGATOR

         19   OVER AOL?

         20   A.  I THINK ONCE.

         21   Q.  WHEN WAS THAT?

         22   A.  SOMETIME DURING THE LAST THREE TO SIX MONTHS.

         23   Q.  WHAT WAS THE PURPOSE OF DOING THAT, SIR?

         24   A.  JUST TO TRY IT.

         25   Q.  HOW LONG DID IT TAKE YOU?
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          1   A.  NOT VERY LONG.  I WOULD SAY I WAS DOING IT OVER -- I

          2   THINK I DID THAT ONE OVER THE CORPORATE LAN.

          3   Q.  OVER THE CORPORATE LAN?

          4   A.  YES.

          5   Q.  WAS THIS BEFORE OR AFTER YOUR DEPOSITION WAS TAKEN, SIR?

          6   A.  BEFORE OR AFTER MY DEPOSITION WAS TAKEN?  WAIT.  LET ME

          7   JUST THINK.  I DON'T RECALL FOR SURE.

          8   Q.  YOU HAVE IN THE PAST EXPRESSED THE VIEW THAT BROWSERS

          9   ARE TOO LARGE TO EFFECTIVELY DOWNLOAD, HAVE YOU NOT, SIR?

         10   A.  YES.  I TOLD THE INTERNET EXPLORER 4 TEAM THAT I THOUGHT

         11   WE SHOULD MAKE IT SMALLER TO DOWNLOAD, TO MAKE IT EASIER FOR

         12   USERS TO DOWNLOAD IT EVEN MORE QUICKLY AND SO WE WOULD GET

         13   EVEN MORE DOWNLOADS.

         14   Q.  NOW, WHAT IS THE SIZE OF INTERNET EXPLORER 4 COMPARED TO

         15   COMPARED TO INTERNET EXPLORER 3?

         16   A.  INTERNET EXPLORER 4 IS ABOUT 15 MEGABYTES FOR THE ENTIRE

         17   INSTALLATION.  INTERNET EXPLORER 3 -- THAT INCLUDES -- LET

         18   ME CLARIFY.  THAT INCLUDES THE BROWSER AND OTHER COMPONENTS

         19   AS WELL.  I THINK THE BROWSER ITSELF IS AROUND 10, BUT I'M

         20   NOT POSITIVE.  INTERNET EXPLORER 3 I THINK WAS AROUND 7 TO

         21   9, IF I RECALL CORRECTLY.

         22   Q.  LET ME BE SURE I HAVE THE NUMBERS RIGHT.  IE 4 YOU SAID

         23   HAD ABOUT 15 MEGABYTES OF WHICH ABOUT 10 WERE THE BROWSER?

         24   A.  YES, I'M GUESSING.  I'M NOT POSITIVE.

         25   Q.  AND IE 3 HAD 7 TO 9 MEGABYTES; IS THAT CORRECT?
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          1   A.  THAT'S RIGHT.

          2   Q.  AND WAS THAT ALL THE BROWSER?

          3   A.  THAT WAS THE ENTIRE IE 3.

          4   Q.  THAT IS THE BROWSER WAS THE ENTIRE IE 3?

          5   A.  NO.  LET ME BE PRECISE.  WHEN I SAY IE 3, IN THIS CASE I

          6   MEAN THE BROWSER, THE MAIL CLIENT, THE COLLABORATION

          7   TECHNOLOGY, ET CETERA.

          8   Q.  AND YOU MEAN THAT FOR BOTH IE 3 AND IE 4?

          9   A.  I AM COMPARING -- THE RELEVANT NUMBERS TO COMPARE IS

         10   ABOUT, I THINK, AS I RECALL -- AND I'M NOT POSITIVE -- ABOUT

         11   9 MEGABYTES TO 15 FOR THE ENTIRE IE 3 INSTALLATION TO THE

         12   ENTIRE IE 4 INSTALLATION.  AND FOR THE BROWSER ITSELF, I'M

         13   NOT EXACTLY SURE -- 6 TO 10 MAYBE.  BUT IT'S A GUESS.  I

         14   COULD BE OFF BY A COUPLE OF MEGABYTES.

         15   Q.  I MEAN, OBVIOUSLY THE BROWSER COULDN'T BE 10 IF THE

         16   ENTIRE IE IS 9.

         17   A.  I WAS TALKING ABOUT THE BROWSER IN INTERNET EXPLORER 4,

         18   10 OF THE 15.

         19   Q.  LET ME SEE IF I CAN GET THIS STRAIGHT, BECAUSE THIS

         20   SHOULDN'T BE HARD.  IE 4 -- THE TOTAL IE 4 IS ABOUT 15

         21   MEGABYTES, CORRECT?

         22   A.  CORRECT.

         23   Q.  OF THOSE 15 MEGABYTES, HOW MANY ARE THE BROWSER?

         24   A.  I THINK IT'S AROUND 10.

         25   Q.  OKAY.  NOW, IE 3.  THE ENTIRE IE 3 IS HOW BIG?
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          1   A.  I AM NOT SURE NOT AS SURE ABOUT THAT.  I THINK IT'S

          2   AROUND 7 TO 9.  PROBABLY -- I'M GUESSING AROUND 9.  AND THE

          3   BROWSER IS -- I DON'T KNOW -- 5 TO 6.  BUT I'M JUST

          4   GUESSING.  I DON'T RECALL PRECISELY.

          5   Q.  OKAY.  NOW, WHEN YOU WERE TALKING ABOUT THE BROWSER

          6   BEING TOO LARGE TO DOWNLOAD, WHAT WAS THE SIZE OF THE

          7   BROWSER YOU WERE TALKING ABOUT?

          8   A.  I WAS TALKING ABOUT THE OVERALL 15 MEGABYTE SIZE.

          9   Q.  WHAT?

         10   A.  THE OVERALL 15 MEGABYTE SIZE OF ALL THE INTERNET

         11   EXPLORER 4 COMPONENTS.

         12             I SHOULD EXPLAIN THAT I WAS -- I SAID TO THE TEAM

         13   THAT I THOUGHT IT WAS TOO BIG TO DOWNLOAD.  THAT DOESN'T

         14   MEAN IT WASN'T DOWNLOADED SUCCESSFULLY.  IT WAS.  IN FACT, I

         15   THINK WE'VE HAD 11 MILLION DOWNLOADS OF INTERNET EXPLORER 4

         16   TECHNOLOGIES.

         17             AND NETSCAPE'S HAD AN INCREDIBLE NUMBER OF

         18   COMMUNICATOR DOWNLOADS AS WELL.  FOR EXAMPLE, I BELIEVE IN

         19   SEPTEMBER OF '97, MR. BARKSDALE IS QUOTED AS SAYING THAT

         20   THEY HAD HAD 40 MILLION DOWNLOADS IN THE PREVIOUS 19 MONTHS.

         21   Q.  AND DO YOU KNOW HOW MANY OF THOSE 40 MILLION DOWNLOADS

         22   WERE SUCCESSFUL?

         23   A.  I DON'T HAVE FIRSTHAND KNOWLEDGE.  I ASSUME THAT IF HE

         24   ANNOUNCED THAT NUMBER, HE WOULDN'T ANNOUNCE A NUMBER THAT

         25   INCLUDED UNSUCCESSFUL DOWNLOADS.
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          1   Q.  DID YOU READ WHAT MR. BARKSDALE SAID ABOUT THAT?

          2   A.  DURING HIS TESTIMONY HERE?

          3   Q.  YES.

          4   A.  I TALKED TO SOMEONE ABOUT IT.  I DID NOT READ THE

          5   TRANSCRIPT.

          6   Q.  DO YOU KNOW WHETHER THAT $40 MILLION -- OR 40 MILLION

          7   DOWNLOAD NUMBER WAS A DOWNLOADING OF SUCCESSFUL BROWSERS OR

          8   NOT?

          9   A.  I DON'T RECALL THAT.  I RECALL THAT MR. BARKSDALE -- I

         10   RECALL I WAS TOLD THAT MR. BARKSDALE COMMENTED THAT THAT

         11   INCLUDED THINGS LIKE UPGRADES TO NEWER VERSIONS OF BROWSERS

         12   AS WELL.  BUT, NONETHELESS, IT STILL MAKES THE POINT THAT

         13   LOTS OF PEOPLE IN LARGE QUANTITIES HAVE DOWNLOADED BROWSERS.

         14   Q.  MY QUESTION -- AND I AGREE THAT THE ISSUE THAT SOME OF

         15   THEM ARE JUST UPGRADES IS AN IMPORTANT ISSUE.  BUT THE ISSUE

         16   THAT I'M TRYING TO FOCUS ON RIGHT NOW IS HOW MANY OF THE 40

         17   MILLION WERE SUCCESSFUL.  I TAKE IT THE ANSWER IS YOU DON'T

         18   KNOW THE ANSWER TO THAT?

         19   A.  NO.  I DON'T KNOW, BUT I ASSUME QUITE A LARGE NUMBER OF

         20   THEM.

         21   Q.  OKAY.  NOW, LET ME ASK ABOUT THE 11 MILLION DOWNLOADS OF

         22   IE.  HOW MANY OF THOSE WERE SUCCESSFUL?

         23   A.  THAT NUMBER, TO THE BEST OF MY RECOLLECTION, INCLUDES

         24   ALL SUCCESSFUL DOWNLOADS.

         25   Q.  AND WHERE DOES THAT NUMBER COME FROM?
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          1   A.  FROM MY TEAM.

          2   Q.  FROM YOUR TEAM?

          3   A.  RIGHT.

          4   Q.  WHERE DID YOUR TEAM GET IT?

          5   A.  YOU ACTUALLY HAVE LOGS THAT YOU CAN TRACK DOWNLOADS.  SO

          6   WHEN A BROWSER IS DOWNLOADED, THE SERVER KIND OF KEEPS A

          7   COUNT, AND YOU'RE ABLE TO COUNT THOSE.  AND THAT'S HOW WE

          8   WERE ABLE TO DO IT.

          9   Q.  SO THE 11 MILLION DOWNLOAD NUMBER THAT YOU USE IN YOUR

         10   TESTIMONY IS SOMETHING THAT COMES FROM LOGS THAT ARE KEPT

         11   WITHIN MICROSOFT?

         12   A.  I DON'T KNOW IF IT'S LOGS JUST WITHIN MICROSOFT BECAUSE

         13   WE USE THIRD PARTIES AS WELL TO HELP US WITH THE DOWNLOADS,

         14   BECAUSE QUITE OFTEN, ESPECIALLY DURING LAUNCH OF A NEW

         15   VERSION, THE DOWNLOADS ARE QUITE SIGNIFICANT AND WE DON'T

         16   HAVE THE SERVER CAPACITY.  WE DON'T HAVE ENOUGH MACHINES TO

         17   HANDLE ALL THE DOWNLOADS OURSELVES.

         18             SO WE GO WORK WITH THIRD PARTIES AND BASICALLY

         19   LEASE, IN A SENSE, SERVER SPACE FROM THEM SO THAT WE CAN

         20   HANDLE THE IMMENSE DOWNLOAD VOLUME.  SO IT'S NOT JUST OUR

         21   LOGS; IT'S OTHER PEOPLE'S LOGS.

         22   Q.  ARE THEY LOGS IN YOUR POSSESSION -- IN MICROSOFT'S

         23   POSSESSION?

         24   A.  I'M NOT SURE IF THEY WERE LOGS.  I'M NOT SURE IF THEY

         25   CALL PEOPLE UP AND JUST ASKED THEM FOR THE NUMBER.  I DON'T
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          1   KNOW.

          2   Q.  MR. CHASE, YOU TOLD ME THAT YOUR TEAM GOT THESE NUMBERS

          3   FROM LOGS.  YOU TOLD ME THAT JUST TWO MINUTES AGO, RIGHT?

          4   A.  IF I SAID THAT, THEN I WAS IN ERROR.  I DON'T RECALL

          5   EXACTLY WHAT I SAID.  I DON'T KNOW IF THEY GOT IT FROM LOGS

          6   OR IF THEY CALLED UP THE PEOPLE WHO WERE IN CHARGE OF THE

          7   SERVERS AND ASKED THEM HOW MANY AND WROTE IT DOWN.  I DON'T

          8   KNOW.

          9   Q.  DID THEY KEEP ANY RECORDS OF WHAT THEY DID?

         10   A.  I DON'T KNOW.

         11   Q.  DID YOU EVER SEE ANY OF THE RECORDS?

         12   A.  NO.  I JUST ASKED MY TEAM.

         13   Q.  WOULD YOU HAVE ANY OBJECTION TO PRODUCING TO US THE

         14   RECORDS OF THESE DOWNLOADS THAT YOU SAY THAT YOU'RE RELYING

         15   ON?

         16   A.  I DON'T KNOW IF THERE ARE ANY RECORDS, MR. BOIES,

         17   BECAUSE I DON'T KNOW WHETHER THEY HAD RECORDS OR THEY JUST

         18   CALLED SOMEONE UP AND ASKED.

         19   Q.  WELL, EVEN IF THEY JUST CALLED SOMEBODY UP AND ASKED AND

         20   DIDN'T GO TO THE LOGS THAT A FEW MINUTES AGO YOU SAID THEY

         21   WENT TO, THEY WOULD HAVE STILL HAVE KEPT A RECORD OF THE

         22   TELEPHONE CALLS AND WHAT PEOPLE SAID, WOULDN'T THEY?

         23   A.  A RECORD MAYBE IN THE SENSE THAT THEY SENT A PIECE OF

         24   E-MAIL THAT SAID THIS IS WHAT THEY TOLD ME.

         25   Q.  OKAY.  IF THAT'S ALL YOU HAVE, WOULD YOU BE PREPARED TO
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          1   PRODUCE THAT?

          2   A.  ASSUMING MY COUNSEL SAYS IT'S FINE, I HAVE NO PROBLEM

          3   WITH IT AT ALL.

          4   Q.  MAYBE WE CAN GET THAT IF IT'S POSSIBLE TO DO THAT.

          5   WOULD YOU AGREE TO DO THAT?

          6   A.  AGAIN, I'M MORE THAN HAPPY TO, IF COUNSEL AGREES.

          7   Q.  OKAY.  I'LL COME BACK TO THAT AFTER LUNCH.

          8   A.  OKAY.

          9   Q.  NOW, WITH RESPECT TO THE DOWNLOADING PROCESS, ARE THERE

         10   THINGS THAT HAPPENED DURING THE DOWNLOADING PROCESS THAT CAN

         11   MAKE IT UNSUCCESSFUL TO COMPLETE IT, PARTICULARLY IF YOU'RE

         12   USING A HOME TELEPHONE LINE?

         13   A.  SURE.  YOU COULD LOSE YOUR CONNECTION, FOR EXAMPLE.

         14   Q.  IS THERE ANYTHING ELSE THAT COULD HAPPEN?

         15   A.  THERE'S PROBABLY AN INFINITE AMOUNT -- WELL, THAT MAY BE

         16   TOO STRONG.  YES, THERE ARE OTHER THINGS THAT COULD HAPPEN.

         17   Q.  WHAT ARE SOME OF THOSE OTHER THINGS?

         18   A.  MY SON COULD PULL THE POWER CORD ON MY COMPUTER.  I

         19   MEAN, LOTS OF THINGS COULD HAPPEN.  YOU COULD --

         20   Q.  HOW ABOUT THE ONES THAT MOST FREQUENTLY HAPPEN?

         21   A.  I WOULD SAY HAVING THE -- WELL, I WOULD SAY -- I DON'T

         22   KNOW IF I KNOW WHAT MOST FREQUENTLY HAPPEN.

         23             IS YOUR QUESTION, MR. BOIES, WHEN DOWNLOADS ARE

         24   UNSUCCESSFUL, WHAT MOST FREQUENTLY HAPPENS?  I'M NOT SURE I

         25   UNDERSTAND.
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          1   Q.  YES.

          2   A.  OKAY.  THE PHONE LINE GETTING INTERRUPTED IS PROBABLY

          3   THE ONE I CAN THINK OF THAT WOULD HAPPEN MOST FREQUENTLY.

          4   Q.  AND HOW LONG OF AN INTERRUPTION IN THE PHONE LINE DOES

          5   IT TAKE TO MAKE THE DOWNLOAD SOMETHING THAT HAS TO BE

          6   REDONE?

          7   A.  I'M NOT SURE HOW TO ANSWER THAT QUESTION.  LET ME TRY TO

          8   EXPLAIN.  WHAT HAPPENS WITH A LOT OF THE BROWSER TECHNOLOGY

          9   TODAY IS THAT IF YOU START A DOWNLOAD AND YOU'RE INTERRUPTED

         10   FOR SOME REASON, THE TECHNOLOGY IS SMART ENOUGH TO RECOGNIZE

         11   THAT AND THEN WHEN YOU START AGAIN, IT WILL FINISH THE REST

         12   OF THE DOWNLOAD SO YOU DON'T HAVE TO START FROM THE

         13   BEGINNING.  I DON'T KNOW EXACTLY HOW FAR INTO THE PROCESS

         14   YOU HAVE TO GO FOR THAT TO OCCUR.

         15   Q.  APPROXIMATELY.

         16   A.  I DON'T KNOW.

         17   Q.  NOW, YOU SAY THE TECHNOLOGY TODAY TRIES TO FIGURE OUT

         18   WHERE YOU WERE AND START OVER AGAIN.  HOW LONG HAS THAT BEEN

         19   TRUE, SIR?

         20   A.  TO THE BEST OF MY RECOLLECTION, THAT TECHNOLOGY

         21   STARTED -- I THINK NETSCAPE HAD THAT TECHNOLOGY AS OF

         22   NAVIGATOR 3.0.

         23   Q.  AND INTERNET EXPLORER?

         24   A.  I THINK WE HAD IT IN EITHER INTERNET EXPLORER 3 OR

         25   INTERNET EXPLORER 4.  I DON'T REMEMBER WHICH VERSION WE GOT
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          1   IT INTO.

          2   Q.  DO YOU KNOW WHO JOE BELFIORE IS?

          3   A.  YES, I DO.

          4   Q.  AND WHO IS HE, SIR?

          5   A.  HE'S A PROGRAM MANAGER WHO WORKS ON THE WINDOWS USER

          6   INTERFACE.

          7   Q.  AND, IN YOUR EXPERIENCE, IS HE SOMEBODY OF COMPETENCE

          8   AND INTEGRITY?

          9   A.  YES.

         10   Q.  LET ME ASK YOU TO LOOK AT HIS DEPOSITION THAT WAS TAKEN

         11   MARCH 26TH, 1998.  AND YOU CAN LOOK AT WHATEVER PORTIONS YOU

         12   WANT TO FOR CONTEXT, BUT WHAT I AM PARTICULARLY INTERESTED

         13   IN IS ON PAGE 45 AND UP AT THE TOP OF THE PAGE.

         14             "QUESTION:  TELL ME A LITTLE BIT MORE ABOUT THE

         15   FEEDBACK THAT HAS SUGGESTED THAT DOWNLOADING IE -- IT'S TOO

         16   BIG AND DOWNLOADING IS NOT A GOOD THING.

         17             "ANSWER:  THERE'S TONS OF FEEDBACK THAT SUGGEST

         18   THAT DOWNLOADING IE TAKES TO LONG, IS TOO HARD.  YOU CAN GO

         19   READ PRETTY MUCH ANY PRESS REVIEWS, JUST GO TALK TO ANY

         20   PEOPLE OR EXPERIENCE IT YOURSELF AND YOU'LL FIND THAT THE

         21   NUMBER OF HOURS THAT IT TAKES TO DOWNLOAD THESE COMPONENTS

         22   OVER A PHONE LINE IS INCREDIBLY DISCOURAGING TO PEOPLE,

         23   OFTEN FAILS, AND THE RESULT IS THAT PEOPLE DON'T GET AN

         24   IMPROVED USER EXPERIENCE AT ALL.

         25             "SO IN ORDER TO DELIVER BENEFIT FOR CUSTOMERS, WE
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          1   HAVE TO MAKE IT EASIER.

          2             "QUESTION:  IS THAT PHENOMENON YOU'VE DESCRIBED,

          3   JUST HOW DIFFICULT AND DISCOURAGING THE DOWNLOAD IS FROM

          4   WHAT YOU HAVE BOTH READ AND HEAR FROM FEEDBACK DIRECTLY --

          5   IS THAT SOMETHING THAT APPLIES TO THE LATEST VERSION IN

          6   NETSCAPE'S COMMUNICATOR AS WELL AS TO IE?

          7             "ANSWER:  YES.

          8             "QUESTION:  IT'S PRETTY BIG, TOO, I TAKE IT?

          9             "ANSWER:  YES."

         10             DO YOU AGREE WITH THAT TESTIMONY AS OF MARCH OF

         11   1998, SIR?

         12   A.  YES AND NO.

         13   Q.  DID YOU SAY "YES AND NO"?

         14   A.  CORRECT.

         15   Q.  FIRST --

         16   A.  PERHAPS I SHOULD EXPLAIN.

         17   Q.  YES, IF YOU COULD AND, IF IT WOULD BE ACCEPTABLE TO YOU,

         18   COULD I GET YOU TO START WITH WHAT IS THE "YES" PART AND

         19   THEN I'LL ASK YOU WHAT THE "NO" PART IS.  WHAT DO YOU AGREE

         20   WITH?

         21   A.  I AGREE THAT WE WANTED TO MAKE INTERNET EXPLORER SMALLER

         22   SO IT WOULD DOWNLOAD MORE QUICKLY, AND THAT WE DID HAVE

         23   FEEDBACK THAT IT TOOK TOO LONG.

         24             I DISAGREE WITH THE PART THAT SAID YOU COULD READ

         25   ANY PRESS REVIEW OR I DISAGREE WITH THE PART THAT IT WAS TOO
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          1   HARD.  AND I DISAGREE WITH THE IMPLICATION THAT DOWNLOADING

          2   ISN'T A VERY SIGNIFICANT WAY THAT PEOPLE GET SOFTWARE ON THE

          3   INTERNET.

          4             IN FACT, IF YOU ASK PEOPLE HOW THEY ACQUIRE THEIR

          5   BROWSERS, 17 PERCENT OF ALL BROWSERS ACQUIRED BY PEOPLE IN

          6   THE UNITED STATES -- AND I THINK THAT'S AS OF THE END OF

          7   Q3 1998 WHEN WE HAVE THE LATEST AVAILABLE DATA -- ACQUIRED

          8   THEIR BROWSER VIA DOWNLOAD.

          9             YOU ALSO HAVE TO REMEMBER THAT MICROSOFT'S CULTURE

         10   IS ONE OF VERY -- A LARGE AMOUNT OF SELF-CRITIQUING.  AND

         11   SO WHILE WE WERE SUCCESSFUL WITH IE 4, WE GAINED SHARE AND

         12   WE HAD A LOT OF DOWNLOADS, WE WANTED TO MAKE IT SMALLER SO

         13   IT WOULD BE EVEN EASIER OR EVEN MORE QUICK TO DOWNLOAD.  AND

         14   BY MAKING IT MORE QUICK TO DOWNLOAD, WE COULD GET EVEN MORE

         15   DOWNLOADS.  AND, IN FACT, WE'VE DONE SOME OF THAT WITH

         16   INTERNET EXPLORER 5.

         17             IN ADDITION TO THAT, YOU ALSO HAVE TO TAKE INTO

         18   CONTEXT THAT DOWNLOADING WILL ONLY INCREASE AS A PHENOMENA,

         19   IN MY VIEW, BECAUSE OF INCREASES IN BANDWIDTH -- IN OTHER

         20   WORDS, CONNECTIONS SPEEDS INCREASING.  IN ADDITION TO THAT,

         21   BECAUSE TECHNOLOGY IS BECOMING MORE COMPONENTIZED AND YOU

         22   WILL BE ABLE TO DOWNLOAD THE PIECES YOU NEED WHEN YOU NEED

         23   THEM, INSTEAD OF HAVING TO DOWNLOAD SORT OF THE LARGER

         24   WHOLE.

         25   Q.  LET ME TRY TO TAKE THE PIECES OF THAT ANSWER ONE AT A
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          1   TIME.  FIRST, ARE YOU SUGGESTING THAT MR. BELFIORE IN THIS

          2   SWORN DEPOSITION IN MARCH OF 1998 WAS SIMPLY ENGAGING IN

          3   SELF-CRITICISM?

          4   A.  PART OF WHAT HE'S DOING IS SAYING, "YES, WE DIDN'T DO A

          5   GOOD ENOUGH JOB.  WE SHOULD HAVE MADE IT EVEN A LITTLE BIT

          6   SMALLER," AND WE GOT SOME FEEDBACK TO SAY THAT.  AGAIN,

          7   THOUGH, I WANT TO EMPHASIZE, THAT DOESN'T MEAN THAT

          8   DOWNLOADING ISN'T A VERY EFFECTIVE MEANS.

          9             FOR EXAMPLE, TO CITE YET ANOTHER EXAMPLE, NETSCAPE

         10   ANNOUNCED THAT IN JULY AND AUGUST OF 1998 ALONE, THEY

         11   DOWNLOADED OVER 12 MILLION COPIES OF NETSCAPE COMMUNICATOR.

         12   Q.  HOW MANY OF THOSE WERE SUCCESSFUL, SIR?

         13   A.  I DON'T KNOW.

         14   Q.  HOW MANY OF THOSE WERE UPGRADES, SIR?

         15   A.  I DON'T KNOW HOW MANY WERE UPGRADES, BUT THAT DOESN'T

         16   CHANGE THE FACT THAT IT'S STILL EASY TO DOWNLOAD.

         17   Q.  WELL, YOU SAY IT'S EASY.  AND WHAT MR. BELFIORE SAYS IS

         18   THAT IT TAKES TOO LONG, IT'S TOO HARD, IT OFTEN FAILS, AND

         19   IT'S INCREDIBLY DISCOURAGING.

         20             DO YOU AGREE WITH WHAT HE SAYS THERE?

         21   A.  I AGREE THAT IT TAKES TOO LONG.  I DON'T AGREE THAT IT'S

         22   TOO HARD.  AND -- WELL, LET ME BE MORE PRECISE.  I AGREE

         23   THAT WE SHOULD MAKE IT TAKE LESS TIME AND I DON'T AGREE THAT

         24   IT'S TOO HARD.  IT'S NOT HARD.

         25   Q.  DO YOU AGREE IT OFTEN FAILS?
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          1   A.  NO.  I AGREE IT FAILS SOMETIMES, BUT DEFINITELY NOT

          2   OFTEN.

          3   Q.  DO YOU HAVE ANY EXPLANATION FOR WHY MR. BELFIORE WOULD

          4   TESTIFY TO THIS, OTHER THAN THE TENDENCY TO SELF-CRITICISM

          5   THAT YOU REFERRED TO?

          6   A.  I'M SURE IT'S WHAT JOE BELIEVED AND IT'S SOME OF THE

          7   FEEDBACK HE WAS GIVEN FROM US AND FROM CUSTOMERS.  AND,

          8   AGAIN, WE ARE A COMPANY THAT IS VERY SELF-CRITICAL AND ALSO

          9   TENDS TO TAKE EXTREME POSITIONS SOMETIMES TO PUSH OURSELVES,

         10   AND SO THAT ALSO COULD HAVE BEEN PART OF IT.

         11   Q.  LET ME ASK YOU TO LOOK AT A DOCUMENT THAT HAS ALREADY

         12   BEEN ADMITTED INTO EVIDENCE AS GOVERNMENT EXHIBIT 204.  THIS

         13   IS AN E-MAIL MESSAGE DATED MARCH 27, 1997 THAT WAS FORWARDED

         14   ON TO YOU WITH RESPECT TO IE DATA.

         15             DO YOU SEE THAT?

         16   A.  YES, I DO.

         17   Q.  AND DO YOU KNOW THE AUTHOR OF THIS E-MAIL?

         18   A.  YES, I DO.

         19   Q.  AND IS HE A PERSON OF COMPETENCE AND INTEGRITY?

         20   A.  YES, HE IS.

         21   Q.  INDEED, HE WAS SOMEBODY WHO'S PARTICIPATED IN SOME OF

         22   THESE VIDEOS THAT WERE MADE, RIGHT?

         23   A.  NO, THAT'S INCORRECT.  THE PERSON, YUSUF MEHDI, HAS, BUT

         24   THE PERSON WHO WROTE THE E-MAIL, KUMAR, I DON'T BELIEVE WAS

         25   IN ANY OF THE VIDEOS.
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          1   Q.  HE DIDN'T PARTICIPATE IN THE SCRIPT AT ALL YOU'RE

          2   SAYING?

          3   A.  OH, I'M SORRY.  PARTICIPATE IN THE SCRIPT?  I DON'T

          4   THINK SO.  IT'S POSSIBLE, BUT I DON'T THINK SO.

          5   Q.  WELL, YOU KNOW THE PEOPLE THAT PARTICIPATED IN THE

          6   SCRIPT ON YOUR VIDEO AT LEAST, RIGHT?

          7   A.  YES.  I THOUGHT YOU WERE SAYING FOR ALL.

          8   Q.  I WAS.  BUT WITH RESPECT TO YOUR VIDEO, DID HE

          9   PARTICIPATE?

         10   A.  NO, HE DIDN'T PARTICIPATE IN THE SCRIPT IN MY VIDEO.

         11   Q.  AND YOU JUST DON'T KNOW WHETHER HE PARTICIPATED IN THE

         12   OTHER ONES?

         13   A.  I DON'T THINK SO.

         14   Q.  BUT MR. MEHDI DID?

         15   A.  MR. MEHDI DID, YES.

         16   Q.  WHO, TOGETHER WITH YOU, IS ONE OF THE RECIPIENTS OF

         17   THIS?

         18   A.  THAT'S CORRECT.

         19   Q.  NOW, LET ME DIRECT YOUR ATTENTION TO THE THIRD BULLET

         20   WHICH SAYS, "ALMOST 60 PERCENT OF ALL SURFERS HAVE NEVER

         21   DOWNLOADED ANY SOFTWARE FROM THE WEB.  MY SENSE IS THAT

         22   THESE PEOPLE ARE NOT VERY LIKELY TO DOWNLOAD ANYTHING, LET

         23   ALONE A BROWSER THAT TAKES TWO HOURS TO DOWNLOAD FROM THE

         24   WEB."

         25             DO YOU SEE THAT SIR?

                                                                              45

          1   A.  I DO.

          2   Q.  AND DO YOU AGREE THAT THAT WAS AN ACCURATE STATEMENT AS

          3   OF MARCH 27, 1997?

          4   A.  I AGREE THAT THIS WAS THE DATA KUMAR HAD THEN.  THIS IS,

          5   AGAIN, PROBABLY WORTH SOME EXPLANATION.

          6             FIRST OF ALL, THE FACT THAT AT THIS TIME -- YOU

          7   HAVE TO ASSUME THIS DATA WAS EARLY '97 IF HE'S REPORTING

          8   ABOUT IT IN MARCH -- AT THIS TIME, HAVING 40 PERCENT OF

          9   PEOPLE WHO HAVE DOWNLOADED SOFTWARE IS VERY SIGNIFICANT.

         10             IN ADDITION TO THAT, IT'S WORTH NOTING THAT THIS

         11   HAS CHANGED OVER TIME VERY DRAMATICALLY.  FOR EXAMPLE,

         12   RECENT RESEARCH THAT I CITE IN MY TESTIMONY INDICATES THAT

         13   70 PERCENT OF PEOPLE WHO BROWSE THE WEB HAVE DOWNLOADED

         14   SOFTWARE OF ONE KIND OR ANOTHER.

         15   Q.  SIR, DO I UNDERSTAND WHAT YOU'RE SAYING IS THAT YOU

         16   DISAGREE WITH WHAT'S STATED HERE?  YOU THINK IT'S WRONG?

         17   A.  NO, I'M SURE KUMAR WAS REPORTING THE DATA AS HE HAD IT

         18   AT THAT TIME.  I DON'T AGREE WITH THE -- I DON'T NECESSARILY

         19   AGREE WITH HIS INTERPRETATION OF THAT BECAUSE, AS IT TURNS

         20   OUT, MORE PEOPLE HAVE DOWNLOADED SOFTWARE OVER TIME.

         21   Q.  WELL, YOU SAY MORE PEOPLE HAVE DOWNLOADED SOFTWARE OVER

         22   TIME.  LET ME PUT THAT TOGETHER WITH SOMETHING YOU SAID A

         23   FEW MINUTES AGO IN WHICH YOU SAID THAT ACCORDING TO SOME

         24   SURVEY, 17 PERCENT OF THE PEOPLE WHO HAVE A BROWSER ACQUIRED

         25   IT BY DOWNLOADING.  DO YOU RECALL SAYING THAT?
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          1   A.  THAT'S CORRECT.

          2   Q.  OF THE 17 PERCENT THAT ACQUIRED THEIR BROWSER BY

          3   DOWNLOADING, HOW MANY OF THOSE 17 PERCENT ACQUIRED THEIR

          4   BROWSER MORE THAN TWO YEARS AGO?

          5   A.  THAT DATA WAS TAKEN IN MARCH.  THAT WAS Q -- 1998 Q3

          6   DATA.  AND SO THAT WAS HOW THEY HAD ACQUIRED THEIR BROWSER

          7   AT THAT TIME.

          8             SO, IN FACT, MANY PEOPLE MAY HAVE ACQUIRED A

          9   BROWSER PREVIOUSLY BY DOWNLOADING AND THEN GOTTEN THEIR

         10   LATEST VERSION, SAY, FROM AN ISP.  AND THEY WOULD COUNT AS

         11   HAVING RECEIVED THEIR BROWSER FROM AN ISP.  SO AT THAT

         12   TIME -- LET ME MAKE SURE I'M VERY CLEAR ON THIS -- AT THAT

         13   TIME WHEN YOU ASKED THESE PEOPLE IN Q3 OF 1998, 17 PERCENT

         14   OF THEM HAD ACQUIRED THE CURRENT PRIMARY BROWSER THEY WERE

         15   USING VIA DOWNLOAD.

         16             THE COURT:  17?

         17             THE WITNESS:  17 PERCENT.

         18   BY MR. BOIES:

         19   Q.  AND HOW MANY OF THOSE PEOPLE HAD ACQUIRED THE CURRENT

         20   BROWSER THAT THEY WERE DOING BY DOWNLOADING A YEAR EARLIER

         21   THAN THAT -- THAT IS, TWO YEARS FROM NOW, A YEAR FROM 1998?

         22   A.  LET ME MAKE SURE I'M UNDERSTANDING YOUR QUESTION.  I

         23   DIDN'T QUITE GET --

         24   Q.  I WILL REPHRASE IT IF YOU DON'T UNDERSTAND IT.

         25   A.  THANK YOU.
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          1   Q.  SURE.

          2             WE'RE NOW IN 1999.  IN 1997, HOW MANY OF THE

          3   PEOPLE WHO HAD BROWSERS HAD ACQUIRED THEM BY DOWNLOADING?

          4   A.  I DON'T RECALL THAT NUMBER OFF THE TOP OF MY HEAD.  I DO

          5   RECALL, AS I STATED EARLIER, THE DOWNLOADING NUMBER THAT

          6   DOES COME TO MIND FOR 1997 IS THE ONE MR. BARKSDALE CITED,

          7   WHERE HE INDICATED THAT THERE HAD BEEN 40 MILLION DOWNLOADS

          8   OF NETSCAPE NAVIGATOR.

          9   Q.  WHAT YOU HAD GIVEN US FOR 1998 WAS A PERCENTAGE, SIR.

         10   WHAT I'M TRYING TO DO IS GET SOMETHING SO THAT WE CAN

         11   COMPARE IT TO SEE WHETHER THE NUMBER IS GOING UP OR GOING

         12   DOWN.

         13             WHAT WAS THE PERCENTAGE OF PEOPLE WHO GOT THEIR

         14   BROWSER BY DOWNLOADING IN 1997?

         15   A.  I DON'T RECALL THAT NUMBER.  AND I'M NOT SURE IT'S

         16   REALLY THE NUMBER YOU NEED TO LOOK AT.  WHAT HAPPENS IS THAT

         17   WHEN PEOPLE UPGRADE THEIR SOFTWARE -- FOR EXAMPLE, A NEW

         18   VERSION COMES OUT -- DOWNLOADING TENDS TO GO UP.  AND THEN

         19   DOWNLOADING TENDS TO GO DOWN WHEN THE NEW VERSIONS HAVE BEEN

         20   OUT FOR A WHILE AND PEOPLE SORT OF HAVE ALREADY SORT OF

         21   GOTTEN THEM OR NOT GOTTEN THEN.  AND THEN WHEN YOU HAVE

         22   ANOTHER NEW VERSION, DOWNLOADING TENDS TO GO UP AGAIN.

         23             IN FACT, IN Q3 OF 1998 WHEN THIS DATA WAS TAKEN,

         24   BOTH 4.0 BROWSERS ACTUALLY HAD BEEN OUT FOR A LITTLE WHILE.

         25   LET ME MAKE SURE I HAVE THAT RIGHT.  YES, THAT'S RIGHT.
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          1   THEY HAD BEEN OUT FOR QUITE A WHILE BECAUSE THEY WERE BOTH

          2   OUT IN THE FALL OF '97.  AND SO YOU WOULD TEND TO GET LESS

          3   PEOPLE PROBABLY DOWNLOADING AT THAT TIME.  SO THAT NUMBER

          4   ACTUALLY MAY BE LOW, ESPECIALLY AGAIN WITH BANDWIDTH

          5   INCREASING, ET CETERA.

          6             IN ADDITION TO THAT, IT'S WORTH NOTING -- I DO

          7   RECALL THAT FOR INTERNET EXPLORER 3, WHEN WE RELEASED

          8   THAT -- I DON'T RECALL THE EXACT NUMBERS, BUT OUR

          9   DOWNLOADING INCREASED DRAMATICALLY.  AND SO PREVIOUS TO

         10   IE 3, THE NUMBER OF PEOPLE THAT DOWNLOADED INTERNET EXPLORER

         11   WAS A VERY SMALL NUMBER PERCENTAGE-WISE AND IN ABSOLUTE

         12   TERMS.  WHEN WE LAUNCHED INTERNET EXPLORER 3 AND THERE WAS A

         13   LOT OF EXCITEMENT ABOUT IT, DOWNLOADING INCREASED

         14   SIGNIFICANTLY.

         15   Q.  NOW, WHAT I'M GOING TO TRY TO DO IS GET YOU TO BE MORE

         16   PRECISE THAN THINGS LIKE "VERY SMALL" AND "SIGNIFICANT," IF

         17   YOU CAN, SIR.

         18             IN THE THIRD QUARTER OF 1998, YOU SAID THERE WAS

         19   SOME SURVEY THAT SHOWS THAT 17 PERCENT OF THE PEOPLE GOT

         20   THEIR BROWSER BY DOWNLOADING.

         21   A.  NOT IN THE THIRD QUARTER.  TO BE PRECISE, THE SURVEY WAS

         22   TAKEN IN THE THIRD QUARTER, BUT IT IS FOR PEOPLE USING

         23   BROWSERS EVEN BEYOND THE THIRD QUARTER.  THAT'S ASKING

         24   PEOPLE AS OF THAT TIME, "HOW DID YOU ACQUIRE YOUR BROWSER"?

         25   AND 17 PERCENT SAID, "I ACQUIRED IT VIA DOWNLOADING."  THEY
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          1   MAY HAVE ACQUIRED IT PREVIOUS TO THE QUARTER, JUST TO BE

          2   PRECISE.

          3   Q.  YES.

          4   A.  YOU SAID YOU WANTED ME TO BE PRECISE.

          5   Q.  I DO.  AND IT IS A PERCENTAGE OF THE INSTALLED BASE OF

          6   BROWSERS, RIGHT?

          7   A.  IT'S A PERCENTAGE OF THE INSTALLED BASE OF PEOPLE'S

          8   PRIMARY BROWSER, YES.

          9   Q.  OKAY.  NOW, FIRST, WHAT PERCENTAGE OF THE PEOPLE WHO

         10   ACQUIRED A BROWSER IN 1998, THE THIRD QUARTER, ACQUIRED THAT

         11   BROWSER BY DOWNLOADING?

         12   A.  I'M SORRY.  I DIDN'T UNDERSTAND THE DISTINCTION.  TRY

         13   AGAIN.

         14   Q.  OKAY.  YOU JUST SAID -- AND I AGREE WITH YOU -- THAT THE

         15   17 PERCENT FIGURE THAT YOU'VE GIVEN US FOR THE THIRD QUARTER

         16   OF 1998 WAS THAT OF ALL OF THE BROWSERS THAT WERE THEN

         17   INSTALLED AS A PRIMARY BROWSER, REGARDLESS OF WHEN THEY WERE

         18   ACQUIRED, 17 PERCENT WERE ACQUIRED BY DOWNLOADING, CORRECT?

         19   A.  CORRECT.

         20   Q.  NOW, IT IS THE CASE THAT SOME OF THOSE BROWSERS WERE

         21   ACTUALLY ACQUIRED IN THE THIRD QUARTER OF 1998, CORRECT?

         22   A.  THAT'S CORRECT.

         23   Q.  SOME WERE ACQUIRED BEFORE THEN; SOME WERE ACQUIRED

         24   DURING THE THIRD QUARTER OF 1998?

         25   A.  YES.
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          1   Q.  OKAY.  NOW, WITH RESPECT TO THE ONES THAT WERE ACQUIRED

          2   DURING THE THIRD QUARTER OF 1998, HOW MANY OF THOSE WERE

          3   ACQUIRED BY DOWNLOADING, ACCORDING TO YOU?

          4   A.  I DO NOT KNOW.

          5   Q.  APPROXIMATELY.

          6   A.  I DO NOT KNOW.

          7   Q.  DO YOU HAVE ANY RANGE AT ALL?

          8   A.  I DON'T KNOW.

          9   Q.  NOW, I UNDERSTAND YOUR POINT THAT SAYS THAT THE

         10   PERCENTAGE OF PEOPLE WHO ACQUIRE IT IN ANY GIVEN PERIOD GOES

         11   UP AND DOWN AS THE RELEASE CYCLE GOES.  HOWEVER, WHAT I'M

         12   NOW GOING TO ASK IS ABOUT THE INSTALLED BASE, WHICH WAS WHAT

         13   YOU WERE TALKING ABOUT ORIGINALLY WITH YOUR 17 PERCENT

         14   FIGURE, CORRECT?

         15   A.  AS WE DISCUSSED PREVIOUSLY, RIGHT.

         16   Q.  NOW, IF YOU LOOK AT THE INSTALLED BASE OF BROWSERS IN

         17   THE THIRD QUARTER OF 1997 -- OR 1997 GENERALLY, IF YOU DON'T

         18   WANT TO SINGLE OUT THE THIRD QUARTER -- WHAT PERCENTAGE OF

         19   THOSE INSTALLED BASE BROWSERS HAD BEEN ACQUIRED THROUGH

         20   DOWNLOADING?

         21   A.  I DON'T REMEMBER.

         22   Q.  APPROXIMATELY.

         23   A.  I WOULD SAY APPROXIMATELY LOW 20'S.

         24   Q.  LOW 20'S?  NOW, IF YOU GO BACK TO 1996, WHAT PERCENTAGE

         25   OF THE INSTALLED BASE OF BROWSERS IN 1996 HAD BEEN ACQUIRED
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          1   BY DOWNLOADING?

          2   A.  AGAIN, I DON'T KNOW PRECISELY.

          3   Q.  APPROXIMATELY.

          4   A.  THE SAME ESTIMATE.  LOW 20'S.

          5   Q.  LOW 20'S?

          6   A.  IT COULD BE A LITTLE HIGHER.  IT COULD BE A LITTLE

          7   LOWER.  I'M NOT SURE.

          8   Q.  OKAY.

          9             THE COURT:  I THINK WE'LL TAKE OUR MORNING RECESS

         10   NOW.

         11             (RECESS WAS TAKEN.)

         12             (AFTER RECESS.)

         13   BY MR. BOIES:

         14   Q.  MR. CHASE, LET ME SEE IF I CAN TRY TO SIMPLIFY THIS

         15   ISSUE ABOUT THE DOWNLOADING OF BROWSERS.

         16             FIRST, IN PARAGRAPH 171 OF YOUR DIRECT TESTIMONY,

         17   YOU SAY THAT PEOPLE IN THE UNITED STATES, WHO WERE THEN

         18   USING NETSCAPE'S BROWSER, INDICATED IN A SURVEY THAT 6.7

         19   MILLION OF THEM HAD DOWNLOADED THAT BROWSER FROM THE

         20   INTERNET, IS THAT CORRECT?

         21   A.  I AM SORRY.  I DIDN'T QUITE GET IT.  I AM SORRY.

         22   Q.  SURE.  IN YOUR DIRECT TESTIMONY, YOU SAY THAT RESEARCH

         23   BY MARKET DECISIONS ON THE USAGE OF STAND-ALONE WEB BROWSING

         24   SOFTWARE SHOWS CERTAIN THINGS.  CORRECT?

         25   A.  CORRECT.
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          1   Q.  AND ONE OF THE THINGS THAT YOU SAY IT SHOWS IS THAT AS

          2   FAR AS THE INSTALLED BASE OF BROWSERS IS CONCERNED, IN THE

          3   THIRD QUARTER OF 1998, 6.7 MILLION PEOPLE IN THE UNITED

          4   STATES SAID THAT THEY USED NETSCAPE'S BROWSER AND THEY GOT

          5   IT FROM DOWNLOADING, CORRECT?

          6   A.  CORRECT.

          7   Q.  OKAY.  NOW, I HAVE TRIED TO DO A CHART THAT SHOWS THAT

          8   SO WE CAN KEEP ALL OF THAT IN FRONT OF US.  OKAY.

          9   A.  NICE CHART.

         10   Q.  OKAY.  THANK YOU.

         11             NOW, LET ME GO BACK TWO QUARTERS, AND I GO BACK

         12   TWO QUARTERS BECAUSE YOU ALSO SAY THAT IN JULY AND AUGUST OF

         13   1998, SOME 12 MILLION COPIES OF COMMUNICATOR WERE

         14   DOWNLOADED, RIGHT?

         15   A.  THAT'S NETSCAPE'S NUMBERS, CORRECT.

         16   Q.  WELL, IT'S NOT ONLY NETSCAPE'S NUMBERS, BUT THEY ARE

         17   NUMBERS THAT YOU THOUGHT WERE USEFUL ENOUGH TO PUT INTO YOUR

         18   SWORN TESTIMONY, RIGHT?

         19   A.  ABSOLUTELY.

         20   Q.  OKAY.  NOW, THIS SURVEY DATA THAT YOU RELY ON FROM

         21   MARKET DECISIONS --

         22   A.  YES.

         23   Q.   -- DOES THAT ALSO ESTIMATE THE NUMBER OF BROWSER USERS

         24   IN THE UNITED STATES, FROM THE INSTALLED BASE STANDPOINT, IN

         25   THE FIRST QUARTER OF 1998 THAT, ACCORDING TO THE SURVEY,
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          1   WERE USING NETSCAPE'S BROWSER, WHICH THEY HAD DOWNLOADED?

          2   A.  WE HAVE THAT DATA.  YES.

          3   Q.  DO YOU KNOW WHAT THAT DATA IS?

          4   A.  I DO NOT KNOW.

          5   Q.  DO YOU KNOW APPROXIMATELY?

          6   A.  I AM SORRY.  I CAN'T RECALL.  SOMEWHERE LESS THAN 6.7

          7   MILLION WOULD BE MY GUESS, BUT NOT A BIG, HUGE DIFFERENCE.

          8   Q.  LESS THAN 6.7 WOULD BE YOUR HOPE, SIR, RIGHT?  IT'S

          9   ACTUALLY EXACTLY 6.7, ISN'T IT?

         10   A.  IF I KNEW, I WOULD TELL YOU.  I DON'T RECALL WHAT IT WAS

         11   IN THE FIRST QUARTER.

         12   Q.  IS THERE SOMETHING IN YOUR TESTIMONY, OR IN THE

         13   APPENDICES, OR THE EXHIBITS THAT WOULD SHOW YOU THAT?

         14   A.  I COULD GO FIGURE THAT OUT AT THE BREAK IF YOU WANTED ME

         15   TO.

         16   Q.  OKAY.  WHY DON'T YOU FIGURE THAT OUT AT THE BREAK AND

         17   WE'LL COME BACK TO IT, BUT YOU WOULD AGREE, WOULD YOU NOT,

         18   THAT IF THAT NUMBER WERE ALSO 6.7 MILLION, THAT EITHER THAT

         19   12 MILLION DOWNLOAD FIGURE THAT YOU TALKED ABOUT IN BETWEEN

         20   EITHER HAD TO BE LARGELY UNSUCCESSFUL, OR IT HAD TO BE

         21   SIMPLY UPGRADING PEOPLE THAT ALREADY HAD A NETSCAPE BROWSER?

         22   A.  NO, I WOULD NOT AGREE WITH THAT.

         23   Q.  OKAY.  WHERE DID THE 12 MILLION GO?

         24   A.  THERE ARE A COUPLE THINGS YOU HAVE TO UNDERSTAND.  THE

         25   FIRST IS THE DOWNLOAD NUMBER IS A WORLDWIDE NUMBER, AND
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          1   THESE NUMBERS ARE U.S. NUMBERS.

          2             IN ADDITION TO THAT, THESE NUMBERS REPRESENT

          3   PEOPLE'S PRIMARY BROWSER, SO PEOPLE -- A LARGE NUMBER OF

          4   PEOPLE HAVE MULTIPLE BROWSERS.  SO THAT ALSO EXPLAINS SOME

          5   OF THE DIFFERENCE.

          6   Q.  HOW MANY PEOPLE HAVE MULTIPLE BROWSERS?

          7   A.  I THINK, ON AVERAGE, PEOPLE HAVE 1.5 BROWSERS.  SO YOU

          8   HAVE TO MAKE SURE YOU UNDERSTAND THE DISTINCTION HERE.  IT'S

          9   PRETTY IMPORTANT.

         10             THIS NUMBER, THE 6.7 MILLION, IS WHAT PEOPLE SAY

         11   IS THE REASON THEY ACQUIRED -- IS THE WAY THEY ACQUIRED

         12   THEIR BROWSER, BUT THERE ARE A LOT MORE DOWNLOADS BECAUSE

         13   YOU HAVE DOWNLOADS FOR UPGRADES, YOU HAVE DOWNLOADS

         14   WORLDWIDE -- PEOPLE DOWNLOADING OUTSIDE THE U.S, AND YOU

         15   HAVE DOWNLOADS OF PEOPLE WHO HAVE MORE THAN ONE BROWSER.

         16   Q.  SO THESE FIGURES THAT WE'RE GOING ON -- 6.7 IS THE

         17   UNITED STATES, IS THAT RIGHT?

         18   A.  UNITED STATES PRIMARY BROWSER, CORRECT.

         19   Q.  OKAY.  UNITED STATES.

         20             NOW, WAS IT A FAIR IMPLICATION OF YOUR TESTIMONY

         21   THAT YOU THOUGHT A SIGNIFICANT NUMBER OF THE 12.4 MILLION

         22   COPIES OF NETSCAPE'S COMMUNICATOR THAT YOU SAY WERE

         23   DOWNLOADED IN JULY AND AUGUST OF 1998 WERE IN THE UNITED

         24   STATES?

         25   A.  NO.  I DIDN'T TRY TO IMPLY THAT.
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          1   Q.  OH!  SO THEY COULD ALL HAVE BEEN OUTSIDE THE UNITED

          2   STATES?

          3   A.  WELL, I KNOW THEY WEREN'T ALL OUTSIDE THE UNITED STATES,

          4   BUT I AM SURE SOME OF THEM WERE OUTSIDE THE UNITED STATES.

          5   I DON'T BELIEVE NETSCAPE SAID THAT THEY WERE ALL IN ONE

          6   PLACE OR THE OTHER.

          7   Q.  BUT WHATEVER NUMBER, IF ANY, WERE IN THE UNITED STATES

          8   WOULD HAVE TO BE EITHER PEOPLE WHO WERE NOT SUCCESSFUL, OR

          9   WHO WERE SIMPLY UPGRADING AN EXISTING BROWSER FROM NETSCAPE

         10   THAT THEY ALREADY HAD, OR WERE SIMPLY ADDING A BROWSER,

         11   CONCEIVABLY, BUT NOT USING IT AS A PRIMARY BROWSER, CORRECT?

         12   A.  I WASN'T SURE I CAUGHT ALL OF YOUR QUESTION TO KNOW IF

         13   YOU WERE EXHAUSTIVE ABOUT THAT.  SO I CAN'T SAY FOR SURE.

         14   IF YOU WANT TO REPEAT IT, I WILL TRY TO CATCH ALL OF THEM.

         15   Q.  SURE.

         16             IN THE FIRST QUARTER OF 1998, YOUR RESEARCH -- THE

         17   RESEARCH YOU RELY ON -- SAYS IN THE UNITED STATES, THERE

         18   WERE 6.7 MILLION PEOPLE WHO WERE USING NETSCAPE AS THEIR

         19   PRIMARY BROWSER, AND IN THE THIRD QUARTER OF 1998, IT WAS

         20   THE SAME 6.7 MILLION?

         21   A.  LET'S BE PRECISE.  THERE IS 6.7 MILLION PEOPLE WHO SAID

         22   THEY ACQUIRED -- THEIR PRIMARY BROWSER BEING NETSCAPE

         23   NAVIGATOR -- VIA DOWNLOAD.  THERE ARE LOTS MORE PEOPLE WHO

         24   ACQUIRED NETSCAPE NAVIGATOR MANY OTHER WAYS.

         25   Q.  YES, THAT'S WHY I SAID "BY DOWNLOADING" ON THIS CHART.
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          1   A.  YOU SAID IT HERE -- YOU WROTE IT HERE, BUT YOU DIDN'T

          2   SAY "DOWNLOADING."  I WANTED TO MAKE SURE I UNDERSTOOD YOU

          3   CORRECTLY.

          4   Q.  OKAY.  THE NUMBER OF PEOPLE IN THE UNITED STATES,

          5   ACCORDING TO YOUR RESEARCH, THAT INDICATED THAT THEY HAD

          6   ACQUIRED THE NETSCAPE BROWSER BY DOWNLOADING AND WERE USING

          7   THAT BROWSER AS THEIR CURRENT PRIMARY BROWSER REMAIN THE

          8   SAME, APPROXIMATELY, CORRECT?

          9   A.  I DON'T REMEMBER THE FIRST-QUARTER NUMBER.  YOU ASKED ME

         10   TO RELY ON YOUR NUMBER.  I DON'T KNOW IF THAT'S TRUE.

         11   Q.  BUT YOU KNOW IT WAS APPROXIMATELY THE SAME?

         12   A.  WITHIN SOME REASONABLE RANGE, IT'S PROBABLY CLOSE, AND I

         13   AM MORE THAN HAPPY TO GET THAT DATA FOR YOU AT THE LUNCH

         14   BREAK, I GUESS.

         15   Q.  OKAY.

         16             NOW, IF IT'S APPROXIMATELY THE SAME, THEN THIS

         17   12.4 MILLION COPIES OF COMMUNICATOR, THAT YOU TALKED ABOUT

         18   BEING DOWNLOADED IN BETWEEN IN JULY AND AUGUST OF 1998, HAD

         19   TO BE EITHER OUTSIDE THE UNITED STATES, OR UNSUCCESSFUL, OR

         20   SIMPLY UPGRADING USERS WHO ALREADY HAD A NETSCAPE BROWSER

         21   OR, CONCEIVABLY, WERE PEOPLE WHO WERE FOR THE FIRST TIME

         22   ACQUIRING A BROWSER, BUT NOT USING IT AS THEIR PRIMARY

         23   BROWSER, CORRECT?

         24   A.  THAT'S AT LEAST SOME OF THE REASONS, AS I HAVE EXPLAINED

         25   IT, YES.
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          1   Q.  DO YOU HAVE OTHER REASONS, SIR?

          2   A.  IF I THOUGHT ABOUT IT, I MIGHT THINK OF SOME OTHERS.

          3   OFF THE TOP OF MY HEAD -- LET'S JUST MAKE SURE YOU CAUGHT

          4   THEM ALL THAT I CAN THINK OF.  SO THE 12 MILLION DOWNLOADS

          5   INCLUDES PEOPLE -- WELL, NO, IT CAN ALSO INCLUDE PEOPLE WHO

          6   DOWNLOADED AND NEVER USED IT.

          7   Q.  YES.

          8   A.  THAT IS ANOTHER EXAMPLE.

          9   Q.  MAYBE SOMEBODY LIKE YOU A FEW MONTHS AGO.

         10   A.  NO, I ACTUALLY USED NETSCAPE NAVIGATOR.  IT'S GOOD TO

         11   TRY IT AND SEE HOW IT WORKS.

         12   Q.  GOOD.

         13             IT TOOK YOU UNTIL THREE MONTHS AGO OR SIX MONTHS

         14   AGO TO DO THAT?

         15   A.  NO, YOU ASKED ME IN YOUR QUESTION EARLIER IF I HAD

         16   DOWNLOADED FROM AOL.

         17   Q.  RIGHT.

         18   A.  I HAVE DOWN LOADED FROM NETSCAPE'S SITE MANY TIMES.

         19   Q.  BACK TO WHAT WE WERE TALKING ABOUT --

         20   A.  OKAY.

         21   Q.  -- WE'RE TRYING TO BE SURE THAT WE'RE EXHAUSTIVE AS TO

         22   WHERE THE 12.4 MILLION DOWNLOADS WENT BECAUSE IT, OBVIOUSLY,

         23   DIDN'T GO INTO THE INSTALLED-BASE NUMBERS, RIGHT?

         24   A.  NO.  THAT'S NOT RIGHT.

         25   Q.  SIR, WHERE DID IT GO THEN?  IT'S 6.7, OR APPROXIMATELY
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          1   THAT BECAUSE YOU CAN'T REMEMBER THE EXACT NUMBER, IN THE

          2   FIRST QUARTER OF 1998, AND IT'S 6.7 IN THE THIRD QUARTER OF

          3   1998.

          4   A.  I DON'T KNOW ABOUT THE FIRST QUARTER, AS I SAID.  LET ME

          5   TRY TO EXPLAIN AGAIN.  MAYBE I CAN HELP YOU UNDERSTAND THE

          6   NUMBERS.

          7   Q.  I'D RATHER HAVE YOU HAVE ANSWERS TO MY QUESTIONS.

          8   A.  YOU SAID YOU WERE TRYING TO GET THE DATA PRECISE.  SO --

          9   Q.  I AM, AND I AM GOING TO TRY TO DO THAT WITH QUESTIONS.

         10   A.  OKAY.  LET'S TRY IT.

         11   Q.  FIRST, CAN YOU THINK OF ANY PLACE THOSE 12.4 MILLION

         12   DOWNLOADS WENT, OTHER THAN TO PEOPLE OUTSIDE THE UNITED

         13   STATES, OR TO PEOPLE WHO WERE UNSUCCESSFUL, OR TO PEOPLE WHO

         14   ALREADY HAD A NETSCAPE BROWSER AS THEIR PRIMARY BROWSER, OR

         15   PEOPLE WHO JUST DOWNLOADED IT AND NEVER USED IT, OR PEOPLE

         16   WHO CONCEIVABLY WERE ADDING A NONPRIMARY BROWSER?

         17   A.  THOSE ARE REASONS I CAN THINK OF RIGHT NOW.

         18   Q.  OKAY.  NOW, IS IT THE CASE THAT THIS RESEARCH THAT YOU

         19   RELY ON ALSO SHOWED HOW MANY PEOPLE WHO WERE MICROSOFT USERS

         20   HAD ACQUIRED THEIR PRIMARY BROWSER BY DOWNLOADING?

         21   A.  MICROSOFT INTERNET EXPLORER USERS YOU MEAN?

         22   Q.  YES.

         23   A.  YES, IT DID.

         24   Q.  DO YOU REMEMBER WHAT THOSE NUMBERS ARE?

         25   A.  FOR DOWNLOADING SPECIFICALLY?
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          1   Q.  YES.

          2   A.  2.8, I BELIEVE.

          3   Q.  2.8.  SO THAT IF WE DID THE SAME KIND OF CHART FOR THE

          4   THIRD QUARTER OF '98, IT WOULD BE 2.8 MILLION, AND WHAT

          5   ABOUT FOR THE FIRST QUARTER OF 1998?

          6   A.  AGAIN, I DON'T RECALL, BUT I COULD LOOK.

          7   Q.  OKAY.  DOES 2.9 SOUND ABOUT RIGHT?

          8   A.  I DON'T RECALL.  IT COULD BE.  I DON'T RECALL.

          9   Q.  OKAY.  NOW, IF IT WAS 2.9, DO YOU HAVE ANY EXPLANATION

         10   FOR WHY THAT WOULD BE?

         11   A.  ABSOLUTELY.  THE SAME EXPLANATION.  THE NUMBERS ARE VERY

         12   CONSISTENT IN THE SENSE THAT THIS NUMBER, THE 6.7 MILLION

         13   USERS WHO HAVE ACQUIRED NETSCAPE NAVIGATOR AS THEIR PRIMARY

         14   BROWSER AND THE 2.8 MILLION USERS WHO HAVE ACQUIRED INTERNET

         15   EXPLORER AS THEIR PRIMARY BROWSER, REPRESENTS U.S. USERS AND

         16   THEIR PRIMARY BROWSER.

         17             THE DOWNLOAD NUMBERS OVERALL ARE MUCH, MUCH HIGHER

         18   BECAUSE THEY REPRESENT PEOPLE WHO DOWNLOADED AS NOT THEIR

         19   PRIMARY BROWSER, PEOPLE WHO DOWNLOADED OUTSIDE THE UNITED

         20   STATES, PEOPLE -- I AM TRYING TO REMEMBER ALL THE

         21   ALTERNATIVES -- PEOPLE -- NOT PRIMARY BROWSER, PEOPLE THAT

         22   DOWNLOADED OUTSIDE THE UNITED STATES, AND WHAT ELSE?  I HAD

         23   ONE MORE.  OH, AND PEOPLE WHO HAVE UPGRADED FROM A PREVIOUS

         24   VERSION.

         25   Q.  UH-HUH.
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          1             NOW, THOSE FACTORS -- NOW, LET'S FOCUS FOR A

          2   MOMENT JUST ON WHAT YOU FOCUSED ON IN YOUR TESTIMONY,

          3   BECAUSE WHEN YOU FOCUSED IN YOUR TESTIMONY, YOU DIDN'T FOCUS

          4   ON PEOPLE OUTSIDE THE UNITED STATES.  YOU DIDN'T FOCUS ON

          5   PEOPLE WHO WERE UNSUCCESSFUL.  YOU DIDN'T FOCUS ON PEOPLE

          6   WHO DIDN'T USE THEIR BROWSER.  YOU DIDN'T EVEN FOCUS ON THE

          7   PEOPLE WHO DID NOT USE THEIR BROWSER AS THEIR PRIMARY

          8   BROWSER.  YOU WERE TALKING ABOUT THE 6.7 MILLION PEOPLE FOR

          9   NETSCAPE AND THE 2.8 MILLION PEOPLE FOR MICROSOFT, CORRECT,

         10   SIR?

         11   A.  I DIDN'T REALLY UNDERSTAND.  THAT WAS A LONG QUESTION.

         12   I DIDN'T QUITE UNDERSTAND IT.

         13   Q.  SURE.  I WILL BREAK IT UP.

         14             WHEN YOU WERE PREPARING YOUR WRITTEN DIRECT

         15   TESTIMONY, THE STATISTICS THAT YOU PUT IN WERE

         16   INSTALLED-BASE STATISTICS FOR PEOPLE IN THE UNITED STATES

         17   WHO WERE USING -- ACTUALLY USING A BROWSER AND ACTUALLY

         18   USING A PARTICULAR BROWSER AS THEIR PRIMARY BROWSER,

         19   CORRECT?

         20   A.  THOSE ARE SOME OF THE STATISTICS IN MY TESTIMONY.

         21   Q.  YES.  I WANT TO FOCUS ON THAT CATEGORY, WHICH YOU

         22   THOUGHT WAS IMPORTANT ENOUGH TO PUT IN YOUR TESTIMONY.

         23   A.  OKAY.

         24   Q.  NOW, WITH RESPECT TO THAT CATEGORY, FOR MICROSOFT, THE

         25   USERS IN THE UNITED STATES WHO WERE USING THEIR BROWSER AS
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          1   THEIR PRIMARY BROWSER AND USING IE FOR THAT PURPOSE WERE,

          2   ACCORDING TO YOUR RESEARCH, 2.8 MILLION IN THE THIRD QUARTER

          3   OF 1998, RIGHT?

          4   A.  CORRECT.

          5   Q.  AND IF THESE NUMBERS ARE RIGHT -- AND YOU WILL OBVIOUSLY

          6   CHECK THEM OVER THE LUNCHEON RECESS -- IT WAS 2.9 MILLION

          7   USERS IN THE FIRST QUARTER OF 1998, CORRECT?

          8   A.  IF THAT NUMBER IS RIGHT.

          9   Q.  OKAY.

         10   A.  I DON'T KNOW.

         11   Q.  NOW, DID THE NUMBER OF TOTAL USERS -- TOTAL PEOPLE IN

         12   THE UNITED STATES USING IE AS THEIR CURRENT PRIMARY BROWSER

         13   INCREASE FROM THE THIRD QUARTER OF '98 TO THE THIRD QUARTER

         14   OF '98?  (SIC)

         15   A.  YOU ASKED DID PEOPLE INCREASE FROM THE THIRD QUARTER OF

         16   '98 TO THE THIRD QUARTER OF '98.

         17   Q.  I APOLOGIZE.  I MISSPOKE.

         18             DID THE NUMBER OF PEOPLE IN THE UNITED STATES WHO

         19   WERE USING IE AS THEIR CURRENT PRIMARY BROWSER INCREASE FROM

         20   THE FIRST QUARTER OF 1998 TO THE THIRD QUARTER OF 1998?

         21   A.  YES, THOUGH I DON'T REMEMBER BY HOW MUCH.

         22   Q.  DID IT INCREASE BY A LOT?

         23   A.  I DON'T THINK IT INCREASED BY A LOT.  I DON'T RECALL

         24   THOUGH.

         25   Q.  DID IT INCREASE BY APPROXIMATELY FIFTY PERCENT?

                                                                              62

          1   A.  NO.

          2   Q.  ANYTHING CLOSE TO THAT?

          3   A.  NO.  MUCH LESS.

          4   Q.  IS THAT SOMETHING THAT YOU COULD CHECK FROM YOUR DATA?

          5   A.  SURE.

          6   Q.  OKAY.  WHY DON'T WE DO THAT AT THE LUNCHEON RECESS AND

          7   COME BACK.

          8   A.  MAYBE WE SHOULD START TEEING THESE UP BECAUSE I AM NOT

          9   WRITING THEM ALL DOWN.

         10   Q.  OKAY.  I WILL DO ANOTHER CHART AND THEN YOU WILL HAVE

         11   THESE.

         12   A.  I'LL SAVE THESE CHARTS FOR A LONG TIME.

         13   Q.  ALL RIGHT.  LET ME --

         14             THE COURT:  WOULD YOU LIKE TO TAKE AN EARLY LUNCH

         15   RECESS?

         16             MR. BOIES:  PERHAPS I COULD JUST FINISH WITH THE

         17   ONE EXHIBIT THAT I HAD BEFORE THAT --

         18             THE COURT:  SURE.

         19             MR. BOIES:  -- AND THEN STOP, YOUR HONOR, AND THEN

         20   I WILL GIVE THE DATA TO HIM AND HE CAN GET IT.

         21   BY MR. BOIES:

         22   Q.  LET ME GO BACK TO GOVERNMENT'S EXHIBIT 204.  AND I

         23   DIRECTED YOUR ATTENTION TO THE THIRD BULLET -- AND MAYBE WE

         24   CAN BLOW UP THE LAST PORTION OF THAT SO IT'S A LITTLE MORE

         25   READABLE.
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          1             I DIRECTED YOUR ATTENTION TO WHERE THE AUTHOR

          2   WROTE THAT "ALMOST SIXTY PERCENT OF ALL SURFERS HAVE NEVER

          3   DOWNLOADED ANY SOFTWARE FROM THE WEB.  MY SENSE IS THAT

          4   THESE PEOPLE ARE NOT VERY LIKELY TO DOWNLOAD ANYTHING, LET

          5   ALONE A BROWSER THAT TAKES TWO HOURS TO DOWNLOAD."

          6             YOU SAID YOU PARTLY AGREED WITH THAT AND PARTLY

          7   DISAGREED WITH THAT.  DO YOU AGREE WITH THE STATEMENT THAT

          8   AT THAT POINT IN TIME, IN MARCH OF 1997, IT TOOK TWO HOURS

          9   TO DOWNLOAD A BROWSER FROM THE WEB?

         10   A.  NO.  AGAIN, IT'S SORT OF HARD TO PICK ONE NUMBER.  IT

         11   SORT OF DEPENDS WHAT YOUR CONNECTION SPEED WAS, HOW MANY

         12   COMPONENTS YOU WERE DOWNLOADING, ARE YOU DOWNLOADING JUST

         13   THE BROWSER OR MORE COMPONENTS, ET CETERA.

         14   Q.  AND WHAT IT SAYS HERE IS DOWNLOADING THE BROWSER,

         15   CORRECT, SIR?

         16   A.  THAT'S CORRECT.

         17   Q.  AND I ACCEPT YOUR POINT THAT IT DEPENDS ON THE SPEED OF

         18   THE CONNECTION.  AND I WOULD ALSO ACCEPT THAT IN MARCH OF

         19   1997, THERE WERE DIFFERENT SPEEDS OF DIFFERENT CONNECTIONS.

         20   OKAY?

         21   A.  UH-HUH.

         22   Q.  DO YOU THINK THE AUTHOR OF THIS, THOUGH, PICKED WHAT HE

         23   THOUGHT A TYPICAL SPEED FOR A TYPICAL CONNECTION WOULD BE TO

         24   DETERMINE HOW LONG IT WOULD TAKE TO DOWNLOAD A BROWSER?

         25   A.  NO.
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          1   Q.  WOULDN'T THAT BE A LOGICAL THING -- A RATIONAL THING TO

          2   DO -- TO TAKE SOMETHING THAT WAS ORDINARY AND TYPICAL?

          3   A.  IN THIS CASE, I THINK HE WAS BEING DRAMATIC ON PURPOSE.

          4   Q.  HE WAS BEING DRAMATIC ON PURPOSE?

          5   A.  YES.

          6   Q.  THIS IS ONE OF WHAT YOU REFERRED TO EARLIER AS THE

          7   EXTREME POSITIONS THAT PEOPLE TAKE?

          8   A.  SURE.

          9   Q.  OKAY.

         10             LET ME GO DOWN TO THE NEXT PARAGRAPH WHERE IT

         11   SAYS, "EIGHTY PERCENT OF THOSE WHO DO NOT USE IE SAY THEY

         12   HAVE NO PLANS TO SWITCH TO IT."

         13             DO YOU SEE THAT?

         14   A.  YES, I DO.

         15   Q.  IS THAT WHAT MICROSOFT'S RESEARCH SHOWED IN MARCH OF

         16   1997?

         17   A.  I DON'T RECALL THE SOURCE OF THIS PARTICULAR PIECE OF

         18   DATA.  AT LEAST SOME RESEARCH -- IT MIGHT HAVE BEEN

         19   QUALITATIVE, OR IT MIGHT HAVE BEEN QUANTITATIVE -- SHOWED

         20   THIS BECAUSE KUMAR WROTE IT.

         21   Q.  I AM SORRY.  I DIDN'T UNDERSTAND THAT.

         22   A.  I AM SORRY.  I WILL TRY IT AGAIN.

         23             I DON'T RECALL SPECIFICALLY WHAT OUR RESEARCH

         24   SHOWED AT THAT TIME.  OBVIOUSLY, KUMAR THOUGHT WE HAD SOME

         25   RESEARCH THAT SAID THIS.  I DON'T KNOW IF IT WAS QUALITATIVE
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          1   OR QUANTITATIVE, WHICH MEANS I DON'T KNOW IF IT WAS ASKING

          2   SOME PEOPLE IN A FOCUS GROUP, IN WHICH YOU GET SORT OF A

          3   GENERAL INDICATION, OR IF IT WAS QUANTITATIVE PROJECTABLE

          4   DATA.

          5   Q.  IS IT YOUR UNDERSTANDING THAT WHATEVER THE BASIS OF IT

          6   WAS, HE THOUGHT IT WAS APPROPRIATE TO DRAW THE CONCLUSION

          7   THAT HE DREW HERE?

          8   A.  AT THE TIME.

          9   Q.  RIGHT.  DO YOU AGREE WITH THAT?

         10   A.  HE THOUGHT IT WAS APPROPRIATE AT THE TIME, YES.

         11   Q.  AND I AM JUST TRYING TO BE SURE THAT THIS IS NOT AN

         12   EXTREME POSITION OR NOT TAKEN FOR DRAMATIC EFFECT.  YOU

         13   THINK THAT HE WAS ACTUALLY TRYING TO REPORT FAIRLY WHAT HE

         14   THOUGHT THE RESEARCH SHOWED.

         15             DO YOU THINK THAT IS WHAT HE WAS DOING -- TRYING

         16   TO REPORT FAIRLY WHAT HE THOUGHT THE RESEARCH SHOWED?

         17   A.  FOR THE FIRST PART, YES.

         18   Q.  OKAY.  AND THE FIRST PART IS WHAT I JUST SAID, WHICH IS

         19   "EIGHTY PERCENT OF THOSE WHO DO NOT USE IE SAY THEY HAVE NO

         20   PLANS TO SWITCH TO IT," CORRECT?  THAT'S WHAT YOU MEANT BY

         21   THE FIRST PART?

         22   A.  I MEANT BY THE FIRST PART -- I AM SORRY.  COULD YOU SAY

         23   IT AGAIN?

         24             I WILL JUST TELL YOU WHAT I MEANT.  I MEANT

         25   "EIGHTY PERCENT OF THOSE WHO DO NOT USE IE SAY THEY HAVE NO
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          1   PLANS TO SWITCH TO IT."  THAT'S RIGHT.

          2   Q.  YES.  OKAY.

          3             NOW, THE SECOND PART GOES ON TO SAY, "WHICH MEANS

          4   THAT IF WE TAKE AWAY IE FROM THE OPERATING SYSTEM, MOST

          5   NAVIGATOR USERS WILL NEVER SWITCH TO US."

          6             DO YOU SEE THAT?

          7   A.  YES, I DO.

          8   Q.  NOW, FIRST, DO YOU BELIEVE THAT THIS IS WHAT THE AUTHOR

          9   REASONABLY AND FAIRLY CONCLUDED, BASED ON THE RESEARCH THAT

         10   WAS AVAILABLE TO HIM?

         11   A.  THAT'S WHAT HE SAID AT THE TIME.

         12   Q.  AND YOU HAVE NO REASON TO BELIEVE THAT HE WASN'T BEING

         13   HONEST, OR THAT HE WAS JUST TRYING TO BE DRAMATIC OR BE

         14   EXTREME, DO YOU?

         15   A.  NO.  I THINK HE WAS TRYING TO BE HONEST --

         16   Q.  NOW, DO YOU AGREE --

         17   A.  -- BUT IT'S SORT OF STRANGE BECAUSE -- WELL, FIRST OF

         18   ALL, YOU HAVE TO UNDERSTAND THE CONTEXT OF THIS MEMO.  AS

         19   FAR AS I KNOW, HE WAS WRONG ABOUT THE BROADER PREMISE,

         20   BECAUSE THERE WERE NO DISCUSSIONS, THAT I AM AWARE OF EVER,

         21   WHERE IE WASN'T A PART OF MEMPHIS AS THE CODE NAME FOR

         22   WINDOWS 98.  SO THE WHOLE -- THAT'S WHY I AM SORT OF

         23   STRUGGLING WITH THIS BECAUSE THE WHOLE CONTEXT IS WRONG TO

         24   START WITH.

         25   Q.  WHAT YOU'RE SAYING IS THAT YOU'RE NOT FAMILIAR WITH ANY
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          1   DISCUSSION OF PLANS OF TAKING IE AWAY FROM THE OPERATING

          2   SYSTEM?

          3   A.  THERE WERE NONE THAT I AM AWARE OF.

          4   Q.  LET ME ASK YOU TO LOOK AT GOVERNMENT'S EXHIBIT 419 THAT

          5   IS ALREADY IN EVIDENCE.

          6   A.  OKAY.

          7   Q.  AND I AM GOING TO ASK YOU TO LOOK AT THIS OVER THE

          8   LUNCHEON RECESS, IF YOU WOULD, JUST FOR PURPOSES OF TELLING

          9   ME WHETHER THIS IS A DOCUMENT THAT YOU'RE FAMILIAR WITH OR

         10   NOT.  IT'S DATED AUGUST 21, 1997.

         11             IT IS A WINDOWS 98 PROJECT REVIEW.  CAN YOU TELL

         12   JUST BY LOOKING AT IT WHETHER YOU HAVE EVER SEEN IT BEFORE,

         13   OR DO YOU NEED TO REVIEW IT?

         14   A.  I WOULD NEED TO REVIEW IT.  I DON'T RECOGNIZE IT AT THIS

         15   POINT, BUT IF I REVIEW IT, MAYBE I WILL FEEL DIFFERENTLY.

         16   Q.  I ASKED MR. ALLCHIN ABOUT THIS DOCUMENT.  DID YOU HAVE

         17   ANY DISCUSSIONS ABOUT THIS DOCUMENT WITH ANYONE IN

         18   PREPARATION FOR YOUR TESTIMONY?

         19   A.  NO.

         20   Q.  NO ONE SHOWED YOU A COPY?

         21   A.  NO.

         22             MR. BOIES:  YOUR HONOR, THIS IS A CONVENIENT TIME.

         23             THE COURT:  ALL RIGHT.  2:00 O'CLOCK.

         24             (WHEREUPON, AT 12:07 P.M., THE ABOVE-ENTITLED

         25   MATTER WAS ADJOURNED.)
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