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N THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAH, CENTRAL DIVSION

)
CALDERA SYSTEMS, INC., db/a )
THE SCO GROUP, p) ATTORNEYS® PLANNING REPORT
) AND PROPOSED SCHEDULING ORDER
Plaintiff, )
’ )
v ) Case No. 2:03cv0254
)
INTERNATIONAL BUSINESS b) Honorable Dale A. Kimbal} i
MACHINES CORPORATION, )
) Magistrate Davig Nuffer
Defendant, 3
b

Plaintiff, Caldera Systems, Inc., d/bfa The SCO Grovp (“SC(Q'), and Defendat,

international Business Machines Corparation ("IBM™), hereby jointly submit this Attorneys’

Planming Report and Proposed Scheduling Order, pussumt to Fed. R Civ. P. 26(f). The parties also

jointly move the Cort f entsr this Proposed Scheduling Order as the Scheduling Order in this case.

i. ATTORNEYS? MEETING: Pursuant ta Fed. R. Civ, P, 26(f), a telephonic meeting

was held on fune 4, 2003.

2. Plaintiff*s coumsel, Mark I. Heise and Brent O, Hateh, and Defeadant’s coupsel

David B Marriott, Alan L, Sullivan, Todd M. Shanghnessy, and Peter Ligh

were in atfendance,

X
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b. The parties have discugsed the naturs and basis of their claims and defenses.
2. INITIAL DISCLOSTIRE: The parties will exchange thes information required by
Rule 26(a)(1) by September 4, 2003
3. DISCOVERY PLAN: The partiez jointly pmpose to the Cowt the following
discovery plan:
a The partiss believe that discovery should proceed on all issues raised in this

cass, including plaintiff's ¢laims for breach of contract, misappropriation of trade secrets, unfair

competition and interference with contract and defandant’s defenses to these claims,

b. The parties expect to utilize interrogatories, requests for production, requests
for admission and oraf depositions in conducting discovery. The parties agres that the Federal Rules
of Civil Procedure should contrs] the fiming and scopz of discovery except 2s provided belowy in
subparagraph c.

c. The partivs agree to farty (40} non-expert depositions per party. For purposes
of calculating the number of depositions a sids has taken, Rule 30(b)6) depositions shell be countsd
based on the number of notices or subpoenas, not on the number of categories within a notice or
subpoena or the munber of desipness offered in respouse thereto. The parties shall be allowed to
exceed the time limitations for depositions for two witnesses of the opposing party; this enlargement
wotzld allow depositions to 1ast up to two days.

d.  The parlies agree that all nor-expert discovery in this matter will be completed
no later tham Wednesdey, Avgnst 4, 2004, except as sof forth beiow in subparagreph e,

&, The parties apgres that Plaintiff will designate aud submit the reports of its

expert witnesses, if any, by August 25, 2004, and that Defendant will designate and submit the
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reparts of its expert witnesses by September 24, 2004, Within 14 days of the respective deadlines, the
partiss shell make their respactive expexts available for deposition. If additional fact discovery is
made necessary by expert reports or depositions, i may take place until the October 22, 2004
discavery deadling set forth in subparagraph f below (excapt that there will not ba depositions of
people alrcady deposed). If sither party has supplemental expert reports arising out of fact discovery
taken after the axpert depositions, the supplemestal reports shall be simulitaneously exchanged on
Cetober 8, 2004, Expert depositions will be taken where they are incated unless otherwise agreed.
Moreover, all parties agree that there will be no discovery of dmfts of expent reports or other
conununications with experts,

L, The parties agres that af! discovery in this matter will be complsted no later
than October 22, 2004.

-4 Papers may be served upon a designated attomey for each party, sither by
hand, by overnight mail, by fresimile, or by e-majl with 4 FDF attachment, ns needsd. When service
is effected by any method ather than by hand, ihree additional calendar days ghall be added to the
response time, if any, pursuant to Rule 6(¢).

h Al deposition exhibits will be nmmbered sequentially, regsrdless of the
identity of the deponent or the side Introducing the exhibit. The same numbers will b tised in pretrial
motions and at trial.

i ‘Where practicable, docaments will be produced electronically or via CD to

avoid any unnecessary expense and effort. Ongma.ls will be made available for inspection upon

Tequest,
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j- Tt is amticipated that many of the decuments produced in this czse will contain
confidential information and the parties will promptly enter into mm appropriate confidentiality
egreement and submita proposed protective order before the exchange of such docttments.

k. Docments that a party claims as puvileged, including 2l copies made, will be
retumned immiediatcly upon the request of the disclosing pady without the need to show the
producfion was inadvertent.

L. As to any discovery dispute, designated lawyers for each side will try to resolve It
by phone or clectronis mail.

4. OTHER ITTEMS:

a The parties do not believe that 2 conference with the Court is nscessary prior
to entsy of this Attomneys’ Plamming Report and Proposed Scheduling Order, -

b.  Theputics request a final prefrial conferénce approxinaately one month before

< The partiss agres and stipulate that the out-off date for the joining of additonal
parties shall be Detober 1, 2003,

a The parties agres and stipulate that the cot-off date for amending pleadings
shall be October 1, 2003. -

& Al digpositive motions rost be filed on or before November 10, 2004,

£ The poiential for settlemert camot be evaluated priof o completion of initial
discovery.

g The potential for resolttion of this matter through the Court’s sltemative

dispute resolmtion cannot be evaluated pror to commpletion ofinitial discovery.
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h A final Bst of witnesses and exhibits pursuant to Fed, R, Civ., P, 26(a)(3} is due
by December 17, 2004 from both sides.

i The parties should have thirty (30} days after service of the fimal list of
wimesses and exhibits 1o list objections under Rule 25(3)(3).

i. An agreed upon form of pretria! order shall be submitted to the court by

February 1, 2005.
k. A final prefrial conferance shaflbeheldat =~ moen_ 2005,
L The estimated Jength of trial i7 five weeka.
FCOR THE PLAINTIEF: FOR THE DEFENDANT:
By (4 2@2 By m .
HATCH, JAMRES & DODGE, P.C. SNELL & WILMERLLP.
Brent O, Hatch , Al L, Sullivan
Todd M, Shaughnessy
ahd rnd
BOIES, SCHILLER & FLEXNER LLP CRAVATH, SWAINE & MOORE LLP
David Boies Evan B Chesler
Stephen N. Zack - Thomas G. Rafferty
Mk §. Heise - David R, Marrioit

The schedule proposed by the parties above is hereby adopted.

SO ORDERED this day of 2003

BY THE COURT

HONORABLE DAVID NUFFER
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QUOTE.com

§ B PRNewswrre
Court Agrees With Compuware, Sanctions IBM

27 September 2004, 09:00am ET
IBM to Bear Additional Discovery Costs for ‘Gross Negligence'

DETROIT, Sept. 27 /PRNewswire-FirstCall/ -- Compuware Corporation {Nasdag: CPWR) today announced that the U.5. District
Court for Eastern Michigan has sanctioned IBM for "gross negligence” in the software piracy portion of Compuware's case

agalnst the technology giant.

Compuware originally brought suit against IBM in March of 2002 for theft of Compuware software. Additionally, the
Compuware suit alleges that IBM is unfairly using its monopoly power in mainframe hardware and software preducts to
compete unlawfully in the sofiware tools markets.

As part of the normal discovery process, the court ordered IEM to produce scurce code for certain of Its software products in
Juby of 2002. In a variety of oral pleadings and sworn statements, 18M lawyers and employees claimed that the requested
source code did not exist. On August 11, 2004 -- in direct contrast ta these sworn statements and less than 90 days befora
the scheduled start of trail -- IBM delivered this source code to Compuware. According to IBM's lawyers, the source code was

discovered "in a closet” in Australia.

"The costs for ... redepositions and for the expert to re-analyze the code is going to be borne by IBM,* said Magistrate Judge
Wallace Capel, Jr. In a September 1 hearing. *I do think it's negligence, gross negligence probably ... . IBM is going to pay for
the cost for this motion. They're goirg to pay the cost for the re-depositions of those experts and for the cost of the analysis

on it."

"I'm giad that the court saw through IBM's gamesmanship and attempt to saddle Mentioned | Last Change
Compuware with additional costs and burdens. Obviously, the two years it took 1BM to get
this code out of the closet could provide an awful lot of time to do a number of things,” said |SEWR | 5.421140.14 (2.65%)
Thomas M. Costello, Jr., Compuware General Counsel. "We have a very strong case, and we

are anxious for a jury to hear our claims.”

Compuware Corporation

Compuware Corporation (Nasdaq: COWR) maximizes the vaiue [T brings to the business by helping CIOs more effectively
manage the business of IT. Compuware solutions accelerate the development, improve the quality and enhance the
performance of critical business systems while enabling CIOs to align and govern the entire IT portfolio, increasing efficiency,
cost control and employee preductivity throughout the IT organization. Founded In 1973, Compuware serves the world's
leading IT organizations, including more than 90 percent of the Fortune 100 companies, Learn more about Compuware at

hitp: /fwww.compiiware.com/ .

For the Complete Order on Compuware's Motion

IBM 09 15 04 order re CW motion for discovery sanctions (PDF}:
http://www.tompuware.com/pressreom/rasoyrces/3950 ENG_HTML.asp

IBM 09 01 _04_Hearing Transcript {PDF}:

http://www.compuware . com/pressroom/ resources/3949 ENG HTML.asp

Press Contact

Lisa Elkln, Vice President, Communications and Investor Relations, 313-227-7345

hitp ://'ﬂna.ﬁce_lycos.c0m./qdnew3/st0ry.aspx?story=20040927 1300_PRN__DEMOO7 10/4/2004
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Compuware is a registered trademark of Compuware Corporation. All other product and company names are trademarks or
registered trademarks of their respective owners.

SOURCE Compuware Corporation

-D- 09/27/2004

/CONTACT: Lisa Elkin, Vice President, Communications and Investor
Relations of CompuwWware Coroovation, +1-313-227~7345/

/Company News On-Call:
htip://waw.proewswive. gom/comp/112310. html /

/Web site:
hetp: //wWi, COMPUWATe . ¢om

/
(CPWR]

CO: Compuware Corpokration:; IBM
5T: Michigan

IN: CPR STW MEM

S0: LAW

TM-KN
-~ DEMOQ7 --
8453 09/27/2004 09:00 EDT

http://www.prnewswire. com

http:/Ainance.lycos.com/qc/news/story.aspx?story=200409271300_PRN__ DEMO007 10/4/2004
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A
CILED RECEIVED

gp 15 " UNTTED STATES DISTRICT COURT SEP 13 2004
T COURT  BASTERN DISTRICT OF MICHIGAN U-‘S:-Lﬁﬁ?’ﬁflg;rgogm
S ' A
08 B {GAN SOUTHERN DIVISION
COMPUWARE CORPORATION,
a Michigan corporation, Case No. 02-70506
V. CASE A
INTERNATIONAL BUSINESS Hon, George Caram Stech
MACHINES CORPORATION,
a New York corporation, Magistrate Judge Wallace Capel, It
Defendant.

FPROFBSIORDER REGARDING PLAINTIFF COMPUWARE CORPORATION’S
MOTION FOR DISCOVERY SANCTIONS

This matter having come before the Court on Plaintiff Compuware Corporation’s
Molion for Discovery Sanctions (*“Plaintiff’s Motion™), the Coutt having revicwed the briefing
and other submissions of the parties on Plaintiff’s motion regarding IBM’s August 2004
production of pre-Version 1 File Manager source vode, revision control data and cxecutable beta
codc (collectively “File Manager pre-Version 1 code™), having heard oral argument on
September 1, 2004, the Court, based vpon the aforementioned and for the reasons stated on the
record, finds the following:

1T IS HEREBY ORDERED: 7

Plaintiff’s Motion is HEREBY GRANTED IN PART AND DENIED IN PART,
as follows:

I Plaintiff"s Motion is GRANTED to the cxtent that:

a. TBM shall pay to Compuwure the tcasonable cosls incurred in bringing its
motion in an amount to be determined by the Court based on supplemental declarations by the
parties.

b. Discovery relating solely to the recently-produced File Manager pre-

Version 1 code shall remain open until December 31, 2004, Compuwarc may take additional
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reasonable depositions solely relating to that recently-produced File Manager pre-Version 1
code, and IBM shall reimburse Compuware for its reasonable costs for such additional
depositions.

c, Compuware may submit supplemezital expert reports relating to JBM's
recently-produced File Manager pre-Version 1 code, JBM shall pay to Compuware the
reasonable costs for Compuware's experts to analyze the recently-produced File Manager pre-
Verston 1 code, to submit any supplcmental expert veporis and to be deposed by 18M. IBM may
submit expett reports responding to any supplemental reports submitled by Compuware.

4 The November 8, 2004, trial date is vacated. Trial will begin no carlier
than Febmary 2005, subject to Judge Stech’s calendar.

2. Plaintiff’s Motion for default judgment rejaling to Compuware’s First Claim for
Relief for Copyright Infringement and Second Claim for Relisf for Trade Sceret
Misapproptiation is DENIED.

3. Plaintiff's Motion for preclusion of File Manager pre-Version 1 code or any
evidence of the contents of the devclopment thereof 1s DENTED. Plaintifl"s request for a jury
instruction relaling to the abscnce of Filc Manager pre-Version 1 code is DENIED.

4, Plaintiff’s Motion for an order enjoining the sale, licensing, marketing,

installation or other distribution of IBM"s File Munager is DENIED.

IT IS SO ORDERED.

September _£_5_:, 2004
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Tuesday, Sth Octobar 2004
Media Release from Veritas Software

Msdia releases are provided as is by companies and have not been editéd or checked for avcuracy. Any quenes should be directed to the
company ifself.

VERITAS Extends Storage Management Offerings; Delivers New
Innovations To IBM AIX Environments

21/09/2004 10:15:25

For Immediate Release
VERITAS Extends Storage Management Offerings; Delivers New Innavations to IBM ALX Environments

Storage managament solutions now span industry leading operating systems; maximizing choice and flexibility for customers while driving
dowh costs

MOUNTAIN VIEW, Calif — September 21, 2004 —~ VERITAS Software Corporation (Nasdaq: VRTS) today extended s sforage management
offerings to include new features for IBM's UNIX operating system AIX. Today's AiX-based additions include 4.0 versions of VERITAS
Storage Foundaticn™, VERITAS Storage Foundation for Cracle RAC, VERITAS Storage Foundation for Databases (DB2 and Oracle),
VERITAS Storage Foundation Cluster Fite System, VERITAS Cluster Server, and VERITAS Volume Replicator software. VERITAS Storage
Foundation 4.0 software now supports the most prevalent operating systems running acress the enterprise today including: Microsoft
Windows., Sun Solaris, Red Hat and SuSe Linux and IBM AIX. With today's releases, VERITAS is delivering unigue first-to-market
innovations for customers running AIX by offering a more scalable, available, high-performance and cost-effective solution,

According to Gartner's "Worldwide Server Market Ends 2003 With Strong Fourth Quarter”, AIX was the fastest-growing UNIX operating
system; in fact, AlX was the only UNLX operating sysiem that grew revenue in 2003. With market-leating sclutions for storage management,
high availabiity and disaster recovery, VERITAS is enabling custorners to maximize the pricefperformance, reliability, and manageability of
thair AlX environments.

- "As data volumes grow, customers need to feel confident that they can effectively manage their storage environments while ensuring
continuous availabllity of mission~critical data on muftiple platforms,” said Ray Paquet, Gartner Group. “Expanded platform support from
software vendors who are providing heterogeneous solutions for storage management allow customers to maximize storage utilization and

reduce overall costs.”

Streamlined Manageability and Enhanced Performance Ensure Continuous Access to DB2 and Oracla VERITAS sclutions offer unique
bensfits for customers running high-end databases across their IT environments. VERITAS Storage Foundation™ for Databases sofiware
provides performance and manageability that scales as customer [T environments and requirements evolve and expand. Customers running
AIX can now provision or migrate their critical data over time to the appropriate class of storage based on pre-defined atiributes and values ~
without changing the way data [s accessed by users or applications. This allows customers to use their storage more efficiently and achleve
the storage price/performance balance that meets their business objectives. Leveraging the autonomic capabilities of IBM DB2 to design and
easily bulid scalabie high performance systems, VERITAS Storage Foundation for DB2 is the only heterogeneous software solution that
aflows customers to fully leverage DB2's scalability in AlX environments. VERITAS Storage Foundation for Oracie RAC Is the industry’s only
heterogeneous software solution that provides a high-performance and cost effective clustered file system for Oracle RAGC on AlX. Customers
benefit from easier installs and management of Oracie RAC on AIX

Optimizing Availability and Disaster Recovery for Mission Critical Environments VERITAS Cluster Server protects misslon critical applications
and databases against downtime, whether planned or unplanned. VERITAS Cluster Server is the only solution that provides wide-area
failover on AIX. This capability enables organizations to fail over an entire data center with a single click of a mouse ensuring business
continuity of mission critical applications and databases. Two new first o market features for VERITAS Cluster Server are Fire Drill and
Cluster Simulator. VERITAS Cluster Server Fire Drill is a feature that enables live disaster recovery testing without impacting the production

http://www.csoonline com.aw/pp.php?id=1117758844& taxid=45
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environment. VERITAS Cluster Sepver Simulator enables IT managers to simulate and test clusters without impacting their production
envirenments and then to dewnlead successful cluster configurations directly into their live environments.

VERITAS Volume Reglicator reliably, efficiently and consistently mirrors data te remote locations over any P network connection. Using
VERITAS Volume Replicator, customers running AlX can utilize a flexible storage independent solution to deliver true disaster recovery whan
data currency and avallability are paramount.

Innovation Breakthrough: Portable Data Containers VERITAS delivers an innovative utility called Portable Data Containers, which
dramatically simplifies the process of migrating data between the industry's leading operating systems. Additionally, customers can easily and
quickly move their Oracle databases between leading operating systems. By unlocking data from the operating system using Portable Data
Containers customers now achieve the highest levels of flexibility when it comes to choosing the most cost-effective computing sofutions for
their IT environments. Data migration can be achisved in three simple steps.

Using VERITAS Storage Foundation software data can be converted for migration between operating systems Deport the data container from
the existing cperating system !Import the data container to the new operating system

“As customers deploy new appfications and databases o support business critical services, VERITAS is continually warking fo provide
customers with the advanced technalogy to simplify the management and improve the parformance of complex storage systems,” said Jose
Iglesias, vice president, product management, VERITAS Software. “By extending our leading storage management software to four of the
industry's leading operating systems our customers are now one step closer to maximizing utilization of their IT assets and reducing the
overall cost associated with administering and managing their IT infrastructure.”

About VERITAS Software VERITAS Software, one of the 10 largest software companies in the world, is a leading provider of software to
enable utility computing. [n a utility computing model §T resources are atigned with business needs, and business applications are delivered
with optimal performancea and availability on top of shared computing infrastructure, minimizing hardware and labor costs. With 2003
revenues of §1.75 billion, VERITAS delivers products for data protection, storage & server management, high avaitability and appllcation
performance management that are used by 92 percent of the Fortune 500, More information about VERITAS Software can be found at
www.veritas.cam.

#EH

Press Contacts;

Narelle Wilson, General Manager Marketing, Australia and New Zealand, VERITAS Software (51 2} 8220 7000, narelie. wilson@veritas com
Fiona Martin, Account Director, Max Austrafia (61 2) 9954 3492, fiona martin@maxaustralia.com.au

Copyright © 2004 VERITAS Software Carporation. All rights reserved. VERITAS, the VERITAS Lego, and VERITAS Storage Foundation are
trademarks or registerad trademarks of VERITAS Software Corporation o its afffliates in the U.S. and other countries. Other names may be
frademarks of their respective owners.

Send Us E-mai | Privacy Policy

Copyright 2004 1DG Communications ABN 14 007 502 650. All righls ressrved. Reploduction in whole or in part in any form of medium without express writtan
permission of IDG Communications is prohibited.

htp//’www . csoonline com.aw/pp.php?id=1117758844 & taxid=45
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IBM attacks Unix rivals with PowerS: ZDNet Australia: News — Page 1 of 3
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This story was printed from ZDMet Bustralia,

IBM attacks Unix rivals with Power5

Stephen Shanktand, Special to ZDNet
July 13, 2004
URL: http Ihwrvrw zdnet, com au/news/0,39023165,38153163,00.hm

IBM is expectsd to announce a new generation of Unix servers on Tuesday, systems it believas
powerful encugh to let Big Blue topple rivals Sun Microsystems and Hewlett-Packard.

1BM wilt announce low-end and midrange models using the new Power5 processor; the dual-processor
eServer p5 520, the four-processor p5 550 and the 18-processor p5 570. The systems, which boost
performance and can run many operating systems simultaneously, will ship by August 31.

The products are strong, anaiysts say, and arrive at a fime when Sun and Hewlett-Packard, the No. 1
and 2 Unix server sellers, are vulherable. "Sun and HP have begun refreshes to technologies that are
competitive, but they're not there yet,” Forrester analyst Brad Day said.

lluminata analyst Jonathan Eunice had a similar assessment. "1BM is at a very strong point in its product
cycle right now. [ts competifors are at a bif of an ebh because of their fransitional issues,” Eunice sald,
rafarring to Sun's embrace of Fujitsu's high-end Sparc64 processor and HP's switch from its PA-RISC
chips to Intel's ltanium.

For the first time, the p5 systems use identical hardwara as their i5 server brethren, which debuted in

May. That convergence means a larger customer base supports IBM engineering resources and that

three operating systems—iBM's AIX version of Unix, its I5/0S for mid-range machines, and Linux from
either Red Hat or Novell--now can run at the same time on the same systems.

The higher-end Unix models are due by the end of the year, including a 84-processor model, said Ravi
Arimilli, chief technology officer of eServer micropracessors and systems development and an IBM
faliow. And if customers express an interest, a 128-processor machine could be built when systems
using the smaller, faster PowerS+ amive in 2005, he added.

Prices begin at US$11,185 for a p5 520 with 1GB of memary, two 1.65GHz Power5 processors, two
38GB hard drives and a year of AIX support, said Jim McGaughan, direclor of IBM's server strategy and
ene of the founding members of the company’s Unix server group.

A p5 550, with four 1.65GHz procassors, 8GB of memory and two 73GB drives costs US$32,487, while
a p5 570 with 16 1.9GHz processors, 32GR of high-speed DDR?2 (double data rate 2) memaory and two
73GB drives costs US$503,090, Annual AlX licenses add US$1,080 per processor per year for the 520
and 550 and US$§1,850 per processor par year for the 570, McGaughan added.

The Unix server market is a sweet spot for server makers, nicely positioned between mainframe power
and high price on the ene hand and Microsoft Windows' broad software support but refative immaturity
on the other. IBM missed out on the Unix boom of the 1890s, when favish spending poured money into
Sun's coffers.

http://www.zdnet.com.aw/news/print. htm? TYPE=story& AT=39153163-39023165t-10000000c




Case 2:03-cv-00294-DAK-BCW  Document 489-1 Filed 07/06/2005

+ IBM attacks Unix rivals with Power5: ZDNet Australia: News

With the Power4 genetation and Sun's troubles, 1BM has besn gaining Unix share. In 2003, IBM's
revenua grew 13 percent tc US$4 .1 billion, while Sun's shrank 16 percent to US$5 4 billion and HP's
shrank 4 percent to UB$6.3 tillion, according to research firm Gartner,

IBM admits it was caught flat-footed by Sun's surge. "When | was appolnted chisf architect for Power,
the game was simple We had to gat back into the game. Powerd was do-or-dia mission. We had lo get
running fast because our market share was so small.* Arimilli said.

Technology now and fater
{BM has a simple future planned for the Power line; Power5 this year, a faster remake called PowerS+ in

2005, PowerS in 2006, Powers+ in 2007, Power7 in 2008 and Power7+ in 2009, said Arimillf, who has
just been named chief architect of the Power7 models.

Also coming with Power5 is simultaneaus multiihread}ng {SMT), an ability for a single processor to
handle some of the work of two. The technology gives about a 30 percent performance boost, [BM said,
but requires the new AlX version 5.3.

A US34 million 16-processor p5 570 with 128GB of memory and 1BM's DB2 database software achisved
809,000 transactions per minute on the widely watched Transaction Processing Performance Council's
TPC-C test of database performance. That's the third-fastest result for a single system, trailing the No. 1
IBM p620 with 32 Power4 chips and the No. 2 HP Superdome with 64 itanium 2 chips.

One of the major new features of the Power5 servers is "micro-partitioning,” the ability to nun as many as
10 operating systems on each processor. The feature makaes it easier to repiace multiple systems with a
single centrally managed machine, especially because management software can automatically
reallocate resources as work loads shift.

The new partiioning addresses a major weakness of the Powerd generation: the requirement that each
partition have its own adapters for networking and storage systems.

"When we |looked at Power4, at a certain point, it became cost-prohibitive to slice it up into logical
partitions,” sald Robert Gamso, senicr principal systems architect at appliance maker Whirdpool, a
longtime 1BM Unix server customer with about 100 systems.

IBM will improve flexibility of portioning will improve when the Power5+ in 2005, when one machine will
be able {0 move a partitivn quickly to another. The feature is available today, but only using a relatively
slow networked storage system; with the PowerS+ systems it will happen "in a matter of a few seconds”
using conventional Ethernet networking, Arimilli said.

A new Linux priority with Power5 meant a change to the IBM's typical approach of adapting the operating
system to the processor. With Linux, the influence went the other direction after IBM found programmers
unwilling to relinquish Linux's general-purpose but sometimes slower design, Arimilli sald.

Linux led to about 20 additions to the Power5 design in areas such as how the chip addresses mamory
and tocks computing resources that are in use, Arimilll said. The changes mean that Linux runs about 80
to 85 percent the speed of AlX instead of 80 percent, Arimilli said--though AlX gsats a much smaller boost
from the hardware changes as well.

*AlX is stilf superior, but as years go by, that gap will close,” Arimilli said. And for now, "Linux on Powerb
will have much better performance than Linux on othar architectures.”

Right now, Linux isn't well enough supportad by software companies and others to make its warthwhile
on Whirlpool's Power servers, though the company does use it on Intel-based systems, Gamso said.
That could change: "Once the rest of the market catches up and all the I1SVs {independent sofiware
vendors) are there, then it's viable,” he said.

The competition
"Everyone has been on the defensive about a resurgent IBM for some years now,” Eunice Said, but

competitors are fighting back. Sun is using a three-pranged chip sfrategy, while HP argues it will benefit
from Intel's ltanium chips for higher-end servers.

Sun's first prong is a partriership with Fujitsu, which is bringing a dose of mainframe expertise o its
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Sparc64 V1 pracessor. Secand is two “chip muitithreading” designs that can run several instruction
sequences simultanecusly, midrange "Niagara" and higher-end "Rack." Third is pushing its Solaris
version of Unix for Advanced Micro Devices' Opteron processors, newer members of the "x88"
precessors such as lntel's Pentium and Xeon

Sun has been frying to sell large quantities of servers to preserve its customer base, even if it meant
heavy discounts, but that emphasis is changing, said chief competitive officer Larry Singer. "The focus of
the company is shifting very much to revenue growth and profitanility,” he said.

Sun also has an answer to micro-partitioning: N1 Grid Containers, a feature due to arrive by year-end in
Solaris 10. These containers make a single version of the operating system appear to have multiple
indepsndent instances, and the technology works on x86 chips as well as Sparc chips from Sun and
Fujitsu.

Don Jenkins, vice president of marketing for HP's Business Critical Server group, sees several Power5
problems. "The most difficult issue for Power5 is the fact it's proprietary and doesn't run Windows and is
an inadequats Linux platform,” ke said. In addition, a customer buying Itanium servers can get them from
multipte companies, whereas Power5 comes only from 1BM. :

"Proprietary” and “open” are relative terms, though. Itanium systems are available from several server
makers, but the chip is only available from Intel. At the same time, Power servers come only from IBM,
but many other companies self variants of the Power chip for various olher segments of the computing
market,

And while HP currently can't split subdivide a processor so it can run severat operating systems, that
feature Is coming, Jenkins said. "We are close to bringing out sub-CPU partitioning capability as well,” he

said.

Two factors likely will mean ltanium syatems ultimately wilt outship Power servers, said Insight64 analyst
Nathan Brookwood. The main reason: "ltanium systems can address not only the proprietary Unix
market, but also the Windows market,” he said. The other factor; *If you want a Power system, you're
going to buy it from [BM. If you want an [tanium system, you can buy it from HP, NEC, Fujitsu, Hitachi,
and others.”

HP and Intef argued that Itanium would bring a radical new design fo last 20 years~far beyond the RISC
(reduced instruction set computing) chips such as {BM's Power and Sun's UltraSparc. But so far, that
advantage hasn't shown up, Eunice said. *Nothing | have seen indicates the Power architecture Is
running out of steam.”

Copyright ® 2004 CNET Netwoiks, Inc. All Rights Reserved.
ZDNET Is a registered service mark of CNET Networks, Inc. ZDNET Logo is a service mark of CNET

NETWORKS, Inc.
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As the startops struggle or burn out, heavyweights such as IBM, Dell,
Oracle, and HP are moving quickly to dominate this new market

It started inconspicuously in 1991 when a 1] pgter-Fengty Version
Finnish university student and computey i E-Miall This Sory,
. N programmer named Linus Torvalds designed his ,
j Pi“_:f,'o‘f”i" BN own operating system, as the basic software that
' ’-:f w‘i“;.;;; M rucs a computer is called, on a lark. Back then
AN b ncver droamed that his Linux would SPECinL REPORT  THE
O Sl challenge mighty Unix, 2 product of AT&T Bell  Tivisirmanic.
Labs, and Windows, the mainstay of software The Ligye Uort
king Micr: .
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From the start, Torvalds had in mind an operating system free to all
comers, as opposed to costly Unix and Windows sofiware. And where

% Microsoft and the suppliers of Unix guarded their software’s source code
& like a state secret, Torvalds stipulated that Linux would remain open for
all to alter and improve, as long as they made their enhancements
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Gustome Servic available for others to build upon. So off the beaten path was this open-

) Advenising source program that it may have been the only picce of sofiware everto
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In the years since, Linux has become an improbable success, By the
fourth quarter of 2002, it powered 14% of the servers sold to'run
powerful carporate networks, up from 9% a year catlier, according to tech \ Blc
consultancy Gartner. Enhanced versions of Linux reaped $364 millionin  * q
revenue in the period, np 90% from a year earlier. By some measures, on
Linux runs 25% of all corporate servers right now. Tn short, it's one of the )
few technology products that's booming in the midst of the lengthy and
distressing tech malarse,

BEYOND THE STARTUPS, Perhaps that's becanse Linux has becomea lot !
less revolutionary than it was just two years ago. Quirky startups -- wom

down by the Quixotic quest to scll something that is, after all, free — have

fallen by the wayside, Those still soldiering on are demanding higher and

higher fees either for support or {(gasp) proprietary add-ons. Of the

publicly traded Lirux and open-source pure plays, only Red Hat (RHAT)

has reported real profits «— and sporadic ones at that. *The willingness of

IT managers to buy from a small upstart is significantly less than it used .

to be," says Martin Fink, general manager of Hewlett-Packard's Limmx

division.

Convenicntly, when it comes to Linux, businesses don't have to buy from
startups anymore: Linux's sudden success owes much to the fact that Dell
(DELL )}, Oracle (QRCL ), Hewlett-Packard (HPQ ), and, most notably,
IBM (IBM )}, have hitched themselves to the Linux bandwagon. All
dedicate an increasing amount of brainpower, marketing dollars, and
research money to the open-sourcs effort — a classic case of trying to give
customers what they want. And while Linux starfups have mostly
struggled, these Big Four have callectively pocketed billions in revenues
selling and servicing Linux products.

The biggest beneficiary of the bunch is IBM, which bagged $1 billion in
Linux-based revenues in 2002 — more than double what it got in 2001,
Big Blue won't break out profits on that part of its business, but it boasts
that its Linux operations are in the black. One step behind is HP. In the
past foitr years, Carly Fiorina's troops have generated $2 billion in Linx
revenue from sales of hardware, sofiware, and consulting. By
cormparison, gross sales at Red Hat have yet to crack $90 million a year.

ALEGUP. Aside from scarfing up revenue, the Big Four appear to be

3/10/2003
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using Linux to punish Microsoft, as Goldman Sachs recently outlined ina
report entitled “Fear the Penguin.” Goldman analysts conciuded that
Linux will grab an increasing percentags of the key market for operating
system software in corporate data centers — and in so doing eventually
will take a bite out of Microsoft.

Microsoft continues to add to its 49% market share of the total server
market, but Linux has already started to lessen Redmond's sales potential,
says Tony Alma, a senior analyst at Port Chester (N.'¥.) software research
shop D.H. Brown Associates. Alma arpues that Linux has won over Unix
users who might have wanted to switch from high-end systems on
proprietary hardware to save money and who in the past would have
cansidered Windows on Intel-based computers, "Now they can po to
Linux on cheaper Intel boxes," says Alma.

b

That algo gives IBM and HP, in particular, a leg up in the Unix wars,
where Sun Microsysters (SUNW ) had emerged as the winner. Long the
leader in proprietary Unix sales, the Sunnyvale (Calif) company has
steadily lost market share in the fower-end Linux instaliations serviced by
the big tech cormpanies. Jonathan Schwartz, the executive vice-president
of Sun's software group, argues that Linmx remains a lesser player in
high-performance, heavy-dufy computing, where Sun's Solaris operating
system shines.

YLOOKING TO MOVEY "Whether its free software doesn't matter all that
much because customers want the answer o one question: Will my
systems be availabla?" says Schwartz. He claims that Sun machines
require less hand-holding than Linox machines and are far more reliable.

Many athers say Linux-based machines are replacing Sun systems for
less complex applications, cutting off the middle and lower end of Sun's

market and handing it to big systems integrators such as Accenture
(ACN ), IBM, or Cap Gemini Emst & Young. "We have people who are
looking to move a lot of custom Unix software applications off of
expensive Hewlett-Packard and Sun Solaris servers and consolidate those
functions on onto Limux and Intel servers,” says Yohn Parkinson, chief
technology officer for the Americas at CGEY.

Not that Linux can afford to coast. For starters, its next iteration, version
2.5, shepherded by Torvalds himself, wilt have to be able to handie more
complex computing tasks, such as hamessing moze processors working in
paralle] and better bandling of Jarge, memory-intensive tasks. Thus, the
disparate volunteers -- mostly unpaid -- who build open-source software
will need to vastly improve their coordination to keep Linux' quality
reputation intact.

SOURCE-CODE LAWSUTI? At the same time, the financial problems facing
Linux companies could drive deep wedges into the open-source
community. One of the larger Linux concemns, SCO Group, recently hired
antitrust attorney David Boies, the man who fought Microsoft for the

P
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federal government. SCO has said it may sue o defend the copyright of
some of its proprietary code that allegedly bas leaked into open-souree
software. Should it do that, the fallout could divide a movement that has
come surprisingly far on good will and community spirit.

Lo

At the same time, Red Hat and other big open-source companies have
attached increasingly restrictive conditions to the use of their software
packnges and the proprietary add-ons they control, according to tech
consultancy IDC in Framingham, Mass. Such limits conld cause info-tech -
mapagers to sour on Linuy, since a primary reason many of them bought
into open-source software was 10 avoid worrying about licensing issues.

Worse, the Linyx specialists sueh as Red Hat and SuSE have upped
prices on their high-level packages of Linux server software. These
increases have pushad the initial purchase costs of Linux close to that of
proprietary operating systems, including Windows. Recently, corporate
tech departments have begun to view Linux less as a cheaper solution in
terms of software purchases and more as one that gives them increased
conirol over their sofiware end lets themn save money on hardware.

COLOSSUS COLLISION, This may leave Linux open to renewed
competition from Sun, which has been cutting its bardware prices and
selling a new software package including an enhanced operating system
and network-management and -confignration tools that it claims will
provide everything an IT department necds — all from a single supplier.
This would Tet companies avoid the time-consuming and costly
intepration of multiple programs that ITBM and HP gencrally undertake
for cnstomers. '

Linux must also continue to contend with Microsoft, which isn't going
away. "Lots of companies will still choose Windows because it's easier to
use than Linux," says D.H. Brown's Alma. "You don't have to put
everything together from scratch.” Indeed, Microsoft is inereasingly
aiming for the higher-end market, right next to Linux. Redmond's
Windows Datacenter 2000 product is built specifically to run big
camputer networks, call centers, server farms, and do other tasks -

- previously reserved for Unix systems. ’

These negatives aside, for the foreseeable future established purveyors of
Linux stand to make big bucks in a tech market that remains frozen by
fears of a new Guif War and economic uncertainty. At the least, industry
experts predict, Linux will continue to grow smartly. And it may
influence the entire software world should the ad hoc method of
developing new code prove useful for types of software beyond the
operating system.

The Linux suppliers could also get a big push from an ongoing effort to
Ve move open-source desktop applications from the geekstream to the
: mainstrearn, something that's happening particularly quickly overseas,
where foreign governments have grown weary of air-mailing bags of cash
to Bill Gates. With that kind of wind at their backs, no wonder the Big

I
H
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Four are cruising on the Linux highway.

By Alex Salkever, Technology editor for BusinessWeek Online
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Linux represents the biggest threat to Microsoft has ever faced. No wonder IBM is spending billions to promote it,

BODY:
Linux represents the biggest threat to Microsoft has ever faced. No wonder IBM is spending billions to promote it.

How is it that for eight months a team of up to a dozen IBM consultants has been toiling in the data centers and
computer rooms of the Munich city government—free of charge? Having goaded Munich into embracing open-source
software, IBMis helping it plan a migration of 14,000 computers off Microsoft Windows and onto the operating system
known as Lipux. Never mind that IBM doesn't sell Linux, which is distributed free. And never mind that Munich officials
say they're not committed to buying IBMhardware or consulting services, despite all IBM's free help.

Though [BM did not invent Linux, does not distribute it and earns nary a penny on it, the computer giant (2003 sales:
$89 billion) is spending billions in a crusads to make Linux the world's most popular operating system. All told, more
than 12,000 IBMers today devote at least part of their time to Linux. IBM has invested millions in two leading Linux
distributors, Red Hat and SuSe. It hag spent millions more to cofound and fund the nonprofit organization that oversees
Linux development. In developing nations IBMhas opened 20 Linux training centers, where it schmoozes government
ministers and explains how Linux can create jobs for the young.

Back home Armonk, N. Y-based IBM blasts Linux commercials on television; one spot likens Linux to an omniscient
child predigy whe resembles Eminem. The maker has devoted 200 programmers to writing Linux code, only to shate
it free with the world. It conducts Linux feasibility studies for customers and even helps software makers rewrite their
programs to run on Linux. :

To hear IBMers tell it, all this effort is a matter of giving more choices to customers tired of the Microsoft monopoly.
"No one wants to be monopolized and controlled. Customers have been dominated by a single vendor. Linux gives you
a chance to unlock that,” says James Stallings, general manager of IBM's Linux business. “We've got 50 more deals like
Munich going right now."

But IBMhas a breader agenda—undermining Bill Gates' company. Here lies the next big battle in tech, pitting two
erstwhile allies against each other in a fight to rule the computer industry in the years ahead. As big corporate customers
seek to lash together worldwide networks and imbue them with more online commerce, a new $21 billion market for
Web-linked software has emerged.

Microsoft wants to dominate this business and make it 2 Windows world. IBM has embraced Linux and in doing so
has stoked the biggest threat ever to confront the Miczoseft monopoly. While IBM's products 1un on Windows, it wants
its customers to see how nicely they would mm on Limx as well, nsing the free operating system as a lure. "Like getting
free bread in a restanrant* says Irving Wladawsky-Berger, vice president of technology and strategy at IBM and a pivotal
proselytizer of Linux inside the company. Ultimately, customers may not need Windows at all.

In the previous big battle in the computer industry, for control of the PCrevelution and the Internet craze it spawned;
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[BMlost badly to Microsoft. It had ancinted Microsoft as a future titan by picking it to provide the operating system
software for the first IBMPersonal Computer, which debuted in 1981. Back in 1986, when Microsoft went public, it was
worth less than $1 billion, compared with $93 billion for IBM.

In the ensuing years IBM struggled in PCs, lost a few billion dollars and watched a huge portion of the industry’s
profits flow to Microsoft. By the early 1990s IBM had spent more than $1 billion to develop its own PC operating system,
08/2. It realized too late that Microsoit's endorsement of 0S/2 was hollow and that Windows would send 0S/2 to the
ik heap.

Some IBMers still view this as a befrayal. Recalls one ex~IBMer from the Linux group:"We had a saying at IBM that
the ghost of OS8/2 still haunts the halls."

Cut to today: Microseft's market cap has roared past [BM's (see chart), to $280 billion, making Chairman Bill Gates
the richest man in the world. IBM's market value is $146 billion. These days IBM probably makes no money from selling
PCs—while Microsoft hauls in nearly $90 per machine just on the operating system, up from $10 in the pre-Windows
days of DOS.

You couldn't blame some IBMers for seeing Linux as fitting retribution. "Today, because of Linux, people are buying
IBM with Linux who would have bought Sun, or HP with Windows," says Wladawsky-Berger. "Is there schadenfreude?Of
course. How can there not be?There are wounds from the past."Then he adds:"But it would be silly to gloat if we weren't
getting revenues. Linux is helping us win business."

IBM's embrace of Linux attacks Microsoft at its very foundation. Windows provides 40% of sales and 65% of
eperating income for the software powerhouse. "IBM is trying to drive the value out of the operating system,” says Martin
Taylor, a general manager at Microsoft. "Idon't think it's a direct attack on Microsoft—but we are definitely a fairly big
casualty."

Last year 828,000 sexvers were sold with Limux instead of Windows, denying Microsoft up to $1.7 billion in potential
sales. The pain has just begun. Sales of Linux servers grew 48% last year to $3.3 billion, while Windows servers grew
11%ta $15.5 billion. By 2608, predicts IDC, Linux server sales will reach $9 6 billion, versus $21.7 for Windows servers.
‘Worse yet, while so far Linux has been confined to servers, now developers are pushing the free operating system as a
way to mun PCs, too.

Officially, IBMers insist that hurting Microsoft isn't the point. Wary of worrying customers who want to stick with
‘Windows, IBM says it continues to support that platform and that its relationship with Microsoft is in fine shape. It's just
that the Linux tsunami is overwhelming the globe, and IBM has no choice but to surf it "H you become convinced that
something is going to happen whether you like it or not, you ave far better off embracing it," says Wladawsky-Berger.

But in fact IBM isn't simply 1iding this wave—it is adding to its momentum. And that has indeed strained IBM's
telations with Microsoft, some Microsofties say. (Microsoft itself refuses to write Linux versions of its myriad applications
programs.) Microsoft now claims stronger ties to hardware makers Dell and Hewlett-Packard, with whom it meets
regularly.

"I don't think we've had those meetings with IBM in a while. We don't have the same level of partnership with IBM,”

says Microsoft's Taylor Microsoft makes joint sales calls with Dell and HP "alt the time, every day," but it “ravely" makes
sales calls with IBM, says Kevin Johoson, a group vice president at Microsoft in Redmond, Wash.

That IBM is involved with Linux at all owes to Wiladawsky-Berger, a wiry Ph.D. physicist who joined IBMin 1970.
In the 1990s he put together IBM's successful Internet strategy. In 1999 his spider sense began to tingle again:He kept
hearing about this thing called Linux.

Created in 1991 by a Finnish college student named Linus Torvalds, Linux was a rather primitive operating system
popular among computer hobbyists. Wladawsky-Bexger saw a key strength in Linux:its ability to nm on any kind of
hardware, unlike Windows, which runs only on machines that use x86 chips made by Intel or Advanced Micro Devices.

For IBM, which previously had to write software programs for four different operating systems inside IBM plus

multiple versions of Windows as well as others, Linux could be a cne-size-fits-all solution running on PCs, midrange
servers or even mainframes. Customers, toe, would gain fiom having software that runs on a unified operating system.

Another part of Linux’s appeal was its unfinished nature. Over the years Microsoft has added Jayers on top of Windows,
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things like its SQLServer database, crowding out 1ivals. Now it hawks its NET {"dot-net") Web programs atop Windows.
Because Linux lacked those pieces, Wiadawsky-Berger reckoned it gave IBM a better chance to sell its alteznative,
Websphere, as well as its DB2 database And IBM could generate hefty consulting fees installing and customizing Limax-
based hardware and software for clients.

Wladawsky-Berger pitched Linux 1o Samuel Palmisano, then chief of IBM's server group. (Now IBM's chief
executive, he declined to be interviewed for this story. An IBM spokeswoman also refised to double-check many of
the facts in this story.) IBM granted $1 biflion in 2001 for Wladawsky-Bérger to build a Linux business. Inside IBM,
programmers began racing to rewrite virtually every IBMapplication to run on Linux.On the hardware front [BM created
teams to optimize its computers, including mainfames, to run Linux.

IBMGlobalServices trained 3,000 people in Linux and launched a practice to help customers migrate to Linux.
IBMalso began using Linux in its own data centers. Linux now powers more than 3,400 servers inside IBM, including
machines that run IBM's state-of-the-art 300-millimeter semiconductor factory in East Fishkill, N.Y. Now IBMis
considering erasing Windows from its desktops and moving them to Linux, too.

IBMalso began working to improve Linux itself, joining the "Tinux community" and submitting suggested
improvements to Linux's progenitor, Linus Torvalds, [n 2000 IBM helped found the Open Source Development Lab,
a nonprofit orgenization that employs Torvalds and serves as ground zero for Linux development. OSDL's chief
executive,Stuart Cohen, is a former IBMer. The chairman of OSDL's board, Ross Mauni, is an IBM executive,

Back then Linux lacked features that corporate customers need, like strong security and support for comptters with
multiple microprocessors. So IBM has ereated 45 Linux tech centers in 12 countries, where programmers crank out Linux
code. These are not the hippie hackers who created the early versions of Linux. They are expetienced engineers with
backgrounds designing IBM's own operating systems, including AIX, its version of the Unix operating system.

IBM also has built close ties to the two leading Linux distributors, Red Hat and SuSe. IBM was an early investor in
Red Hat, and last year it invested $50 million in Novell, which acquired SuSe, Red Hat's chief rival. Smart move:By
supporting two distributors, IBM can keep either one from becoming the next Microsoft.

Next came application software developers. Linux cannot succeed unless a sea of applications can run on it. Toward
that endIBM has been helping companies move their applications to Linux. Software maker PeopleSoft rewzote 170
applications to run on Linux and tondles them with IBM software and hardware—after receiving assistance from IBM.
Consulting firm Sapient accepted marketing dollars and discounted machines from IBMito rewrite a set of its applications
for Linux and sell them on IBM servers instead of on machines made bySun Microsystems. "IBMput an attractive deal on
the table for us to switch,” says Benoit Gaucherin, chief techmology officer at Sapient in Cambridge, Mass.

IBM dangles similar incentives before hundreds of tiny systems integrators who tailor their software to accounting,
health care, insurance, retail and other industries. These little guys get extra bonuses from IBMif they push solutions on
Linux instead of other platforms.

Next stop:developing nations like Brazil, China, India and Russia. Visiting Russia in February, [BM's Stallings, the
Linux czar, met govermment ministers who want to put Limix systems into 50,000 schools.In China officials want to use
Linux in 12,000 post offices. Says Stallings, "Customers want an alternative to Windows. This movement is unstoppable.
There is unbridled enthusiasm."

IBM seems to go to any length to push Linux into customer sites. Last year at the U.S. National Weather Service, IBM
offered a fiee demo machine and a guarantee to keep its systems up-to-date, even writing software drivers for components
IBM doesn't build, such as video cards. The result?The NWSspent $3 million to buy a thousand IBMdesktop machines
Tunning Limx, replacing 900 HPUnix workstations.

For online brokerage E-Tiade, [BMoffered access to scientists in its prestigious research labs, including Paud Hom,

the senior vice president who runs all of IBM Research. "[BMopened up the whole company to us,"says Joshua Levine,
chief technology officer at B-Trade This, even though B-Trade buys Linux servers from Dell and HP, not just from [BM.

IBM says the Linux crusade is boosting business. Last year IBM's Linux-related revenues grew 50% to more than 52
billion. Even IBM's supposedly moribund mainframe hardware business grew 7% to just over $3 billion, thanks to Linux,
which shipped on 20% of the mainframe horsepower IBMdelivered last year.

Customers like Boscov's Department Store, a 41-outlet chain based in Reading, Pa, and Mobil Travel Guide have
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moved applications off Windows servers and onto IBMmamframes running Lintx. Though mainframe hardware is
expensive, renting the use of these big machines with fres Linux software can be cheaper than buying a network of
Windows servers—235% to 30% cheaper, in the experience of Paul Mercurio, chief mformation officer at Mobil Travel
Guide in Park Ridge, 11

Linux is also speedier smd more relisble than Windows, say the techies at St. Jude Children's Research Hospital in
Memphis, Tenn., an IBM customer, which last year switched some servers from Windows to Limux. In addition the
hospital's center for biotech research last year yoked together 140 IBM servers, each with two Intel chips, 1o create a
Linux fiber-machine that ranks as one of the 500 most powerful computers in the world, though it cost less than $1 million
to build. The biotech center also wiped Windows off some old servers, switching to Linux.

Undermine Bill Gates? Who, me? Says Wladawsky-Berger, "All we're saying is let's create a more competitive
environment and see what happens.”

To Microsoft, IBM's championing of open-source operating systems may seem a bit hypoesitical. If Microsoft is to
be portrayed as an evil empire plotting to lock customers into proprietary software, it should be remembered that IBM's
mainframe monopoly wrate the book on how to do that; it's why the federal government spent a decade prosecuting an
antitrust case against IBM (dropped in 1982).

And there is nothing to prevent IBM from turning its Linux mstallations into a Jock-'em-in business for other
software "Companies are getting bamboozled into this [BM story," says WilliamF. Zachmann, a longtime IBM-watcher
and the president of Canopus Research in Duxbury,Mass. "IBMsnookers them in by giving themn a fiee operating system,
then they pay IBM for overpriced hardware and consulting services."

If free software is so great, Zachmann asks, why is IBM still charging money for its Websphere software and DB2
database?Why did IBM take in $14 3 billion selling software last yem? "IBM's Linux pitch is either stupid or insincere. I
think it's a little bit of both. It's not a sensible strategy for IBMin the long run,"Zachmann says.

Indeed, all the billions IBM has pumped into Limux so far haven't bought it a dominant market position. iIBMranks
third among sellers of x86-based Linux computers, with a 20% share, versus 28% for HP and 22% for Dell, says market
1esearcher IDC. Rivals gloat that IBM's snazzy Linux ads are driving business to them, not IBM. HP claims it did $2.5
billion in Limux-related sales last year (25% more than IBM) and has done it without alienating Microsoft. *IBM has taken
areligious view. Their message is Linux, Linux, Linux. Microsoft understands HP is not runming & religious jihed,"says
Martin Fink, vice president of Linux at HP,

HP even uses Linux to steal away IBM customers. Charles Schwab & Co., a big IBM customer that rons IBM
mainframes and an IBM "grid" computing system, last year replaced nmdreds of IBMUnix servers with Linux machines
fiom HY. "IBMwas not exactly thrilled,” admits David Dibble, an executive vice ptesident at the brokerage.

Nor has IBM's Lioux crusade put much of a dent in Microsoft. Windows still ships in 70%o0f x86 servers versus 17%for
Lirmux. The December 2003 quarter was Microsoft's best ever, with 1evenue topping $10 billien, up 15% from the year
before. And Microsoit has 56 billion in ¢ash.

Warse yet, by blowing on the embers of the open-source movement, IBM is helping create a wildfire that could burn
down its own software business. Mimicking Linux, new companies are sprouting up to install low-cost, open~source
alternatives to IBM's programs. There's MySQL, which creates databases, and IBoss, which makes Web server software.

"IBM only sopports open source when it helps them steal market share from Microsoft," says Marc Fleury, founder
and chief executive of Atlanta~based JBoss.

Wladawsky-Berger Is betting that IBM can make money selling software and bardware around those free layers."More
money will be made in services and less in acquiring the software itself,” he says. "Make no mistake:This is a business.”
Could Linux shift the balance of power in the computer industry to IBM's faver? Wladawsky-Berger suggests Microsoft
has mads a blunder by fighting Linux instead of embracing it. "For five or ten years Mictosoft will continue to do very
well,"he says. "But perhaps they will become more of a legacy business, like our mainframes

For 20 years Microsoft has out-earned, out-smarted and out-maneuvered IBM. At long last IBM may have found 2
way to get even. Twenty years ago IBM riled the computer industry. Bist today Microsoft runs the show. It earns 30%
more profit than IBMon one-third of IBM's reventie and has almost double its masket value. With Linux, IBM hopes to
geteven.
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From: Helene Armitage on 04/04/200% 12:47 M

To: Sharcn Dobhs

ca:

From: Helene Armitage/Austin/IBMEIEMUS

Subject: Re: AIX 5L Announce Positiening re Itanium

SECTION WITHHELD ONTHE
BASIS OF ATTORNEY CLIENT
OR WORK PRODUCT PRIVILEGE

—==w== Forwarded by Helanes Amdtage/Austin/IBM on 04/04/2001 12:47 PM ——-—

Helene Armitage
04/04/200L 12:27 PM

To: William J Saulnier/Austin/IBM -

cc: Alice Guerra/Austin/IBMRIBMIIS, Bill Casey/Rustin/YBME@IBMUS, Zan
Miller/Beaverton/IBMRIDMUS, Kristian Thyreged/Austin/IIM, Pazela
Wickline/Austin/IBM, Par Larsan/Haleigh/IBM, Thomas Kelth/Dallas/IBM@IBMUS,
Sharon Doebbs, Michzel Day/Austin/IBM, Hye—Young McCreary, Robert
Amezcual/Raleigh/IBM, Bill Sandve

From: Helene Annitage/Austin/IBMATRMES

Subject: Re: *IEM Confidential: AIX 51, Announce Positioning re Itanium

Bill,
I'm concerned that your words defines a delayed GA to 2E01 for the AIX product,

and do nat call the PRPQ GA, 30 I have takan a strongar hand in stating our
dalivery. (As you Xnow, wWe need to GA this PREQ to galn rights to SCO code we
want for ocur bace AIX product delivery - and every 1s rather tired of ma
remaining and harping on this point.)

I also think that we do have a vary positive product to deliver to our OEMz and
IsVs. The development team has made improvements in quality and stability that
Wwe can get into custamer hands to upgrade what they currently have from our _
beta programs.

The product is pot under-function for this target dellvery - and is pot

different from the Power release., The fact that the HACMP LPP is not avallsble

will not be significant in this time frama. I5Vs will ba develsping

applications, HACMP is a deployment time LPP. We do have time to provide these

ks for deployment. Let's not apologies for this product. UIn addition, we

are working the compllar transition. We do have compilers for the product

dalivery, and we will re-zelease with compiler tools. Our compiler txansition

ix an internal deveiopment hurdle. Not te worry in your positioning. The good -
news for ISVe 1s that we will transition their compilers before they ralease

their fixsc offiecizl producta.

I know the fine lines we are walking here. I took a heavy hack at your
thoughts in my updated attachment. My goal ia to get help gat us on the sama
page ~ that this is a useful delivery to those I3Vs and OEMs that want to use
and evaluata z higr-end UNIX on Ttandlum. We will focus on tuning and market
trajectory, and will every product vendor, but this product is stable and worth

release.

Lo TR S = ——

CONFIDENTIAL

181028449




Case 2:03-cv-00294-DAK-BCW  Document 489-1  Filed 07/06/2005 Page 35 of 45

Is there more that I can do to help? Or my team? ILet us know.
Thanks much.
Helene

William J Saulnier
04/04/2001 10:18 AM

Tc: Per Larsen/Raleigh/IBM

cc: Kristian Thyregod/Austin/IBM, Bill Casey/Austin/IBMRIBMUS, Pamela
Wickline/Austin/IBM, Alice Guerra/Austin/IBME@IBMUS, Thomas
Keith/Dallas/IBMBIBMUS, Tan Millér/Beaverton/IBMEIBMUSGIBMUS, Helane
Armitage/Austin/IBM

From: William ¢ Saulnier/Austin/IBM@IBMUS

Subjeck: *IBM Confidential: AIX 5L Anncunce Pesiticoning re Itaniom

Pam,

Bill Casey and I are ready to discuss the attached propesal with Per (Kristian
and Ian, if available} and need some time to do so today. Thirty minutes is CK
- you can contact me via my mobile phone at 512-793-7245. email won't work for
quick response. This is very important. Others please send me comments or call
me to discuss.

I believe thie proposal does the best possible job at annoumcing what we intend
to do while allowing us some increased flexibility with regard to NUMA-Q
directions. I suggest that Ian quickly develep migration plans for existing ptx
customers which emphasize Linux, Windows and AIX 51, on POWER as appropriate.
AIX 5L on Ttanium can be totally omitted from this planning, if desired. These
should be worked so as not to set off a negative public reaction which cculd
unnecessarily impact our business. By the time anyone really notices {(if they
ever de} that we are migrating ptx customers to other OS options I believe the
issue will be moot as far as any external reaction is concerned.

Thanks.

William (Bill) Saulnier

Pregram Director, UNIX Product Marketing

Phone: (512) 838-4039 T/L 678-403%9; email: bsaul@us.ibm.com
Assistant: Alice Guerra (512} 838-2656 T/L 678-2656

kwxiw Artachment AIX.ItraniumPositioning.040401.PRZ has been removed from this
note on 04 April 200! by Helene Armitage **¥+¥; **+¥ Attachment Itanium.PRZ has
peen removed from this note cn (M April 2001 by Helene Armitage ****

CONFIDENTIAL 181028450
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From: CN=David BullisfOU=Austin/O=I8M on behalf of David Bullis [CN=David
BullisfOU=Austin/O=IBM]
Sent: Monday, April 02, 2001 2:33 PM
To: Ter Hunt
Subject: *|BM Confidential: SCO Amendment 10 Draft
i
il
SCOAmend10
04-02-01 doc

Lotus Notes v5 Memo Note
Body:
Tari,

I need you to take over Amendment 10 frem this point. Theze may not be
anything else to draft, I think thisz is complete. Please get with Ren and
Sharon and let them know you will be the contact for this and any future SCO
amenchrents. I don't believe there will be very many mere. The hard ones are
complete, I'll send you the back up notes and if you need additional deocuments
I'1) be happy to provide them. Thanks for your assistance and let me know if
you have any questions.

Regards, David

Technical Lead

Global Operating Systems Scurcing Council

Voice: (512) B23-8577, T/L 793-8577

Fax: (512) 823-8712, T/L 793-8712

e-mail: dbullis@us.ibm.com

cmm e e eemmm— Forwarded by David Bullis/Rustin/IBM on 04/02/2001 03:27

PM -

David Bullis

04/02/2001 03:24 PM

To: Ron Saint Pierre/Austin/IBMEIBMUS, Sharon Dobbs/Austin/IEM@IBMUS
cc: Norma Maldonado/Austin/IBMAIBMUS

From: David Bullis/Austin/IEMEIBMUS

Subject: *IBM Confidential: SCO Amendment 10 Draft

Here is what I have so far. Can you think of anything else to be added?

Regards, David

Technical Lead

Global Operating Systems Sourcing Council
Voice: {(512) 823--8577, T/L 793-8571

Fax: {512) 823-8712, T/L 793-8712

e-mail: dbullis@us.ibm.com

CONFIDENTIAL ’ 181033277
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25/25/50

Zz, 225

LR

. David Hall
{ 05/23/2000 08:03 PM

To: Kaena Freitas/AustiniBMI1B8MUS

(e Conway Wharton/Austin/IBM@BMUS, David Mehaffy/AustiniBME@IBMUS, Norma
Maldonado/Austn/IBM@IBMUS, Sharon Dobbs/AustnBM@IBMUS, Robert Ruyle/AustinlBM@IBMUS

Fron:  David HallAustin/IEMEIBMUS

Subject Guestions on Origin #224 & #225

Kaena,

In this note from Conway, he ig saying that the form that he requires for source code has not baen filled
out for Origin # 224, This is the

origin # for the Intel Assambler code. Wa should hava this form filled out and Conway should ba sesing #
224 . CMVC. Can you

get this form filled cut and make sure that the origin # is being used in tha Assembler coda?

On Origin# 225, Intels FAT32 , this origin # should also ba showing up in CMVC. Thera is a nots
attached to this seties of nates,

from Darda Chang saying that he was gaing (o writa everything himself. [s that note comect? orisita
very old note and does not

raflect what was sventually dona? Anyway, if the code was used then the form has to be filled out and wa
should see this origin #

in CMVGC. 1would be very surprised if wa are not using this code, because we spent a lot of time to get
closure with Inte) and

Microsoft to get the agreament with Intel to use this code.

C. David Hall- Manager

Manterey 64 User Space Doevelopment
internat address: cdhali@us:dbm.com,
Phone: (512) 838-2088, tieline 678-2088
Fax: (512) B38-3882, tisline fax 678-3882,

Fax toc BDOO4-905
Forwarded by David Hal/Austin/IBM on 052372000 06:01 PM
CONWAY
WHARTON
05/15/2000 03:39 PM

To: Narma Maldonado/Austin/iBM

€. David Mehaffy/Austin/IBMEIBMUS, David HalVAustiniBM@IBMUS, Craig Schoelder/AustinIBM&BMUS,
Sharon Dobba/AustinlBMEISMUS, Halg McNamee/AustinBMEIBMUS, David
Bullis/Austin/lBM@IEMUS, Robart Ruyle/Austin/IBMBISMUS

From:  Conway Wharton/AustinlBM&IBMUS

Subject Re: For your SCO - Sanitizing scripts..... @

Norma,

The main point is that there is no code in CMVC associated with these
origina at this time. The form for 224 would need to be completed (mainly the
owning department), but maybe this hasn't been done, since no code has been

dropped.
Thanks, and may God glass you,

e

CONFIDENTIAL 1710056775
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Conway <

t/1l 678-3192

$ametime ID cwharton@us.ibm.com

OfM Source Code Primary Contact

Department Page: httg://wli.austin.ibm.ccm/:/projects/byus/publiC_btml

Norma Maldonado ' 05/15/2000 12:59

To: Conway Wharton/AustiniBM@IBMUS

cc: David Mehaffy/Austin/IBM@IBMUS, David Hall’Austn/IBMBIBMUS, Cralg Schnelder/Austin/[BM@IBMUS,
Sharon Dobbs/Austin/BM@IBMUS, Halg McNamee/AustinIBM@IBMUS, David
Bulfis/Ausin IBMBIEMUS, Robert Ruyle/AustiniBM@IBMUS

From:  Norma Maldonado/Austin/iBM@IBMUS

Subject: Ra: For your SGO - Sanitizing sciipts..... B

Conway, | wilt check with David Hall about who in our area should compilste this template,
BUT
Amendment 4 contains the following:

225: Intefs ACPI code

223;  Intefs EFl code

215 Intel's OS Sample code

224:  Intel's Assembler code
Amendment § contains the following:

225:  File Allocation Tabla

232:  Intel 82559 Ethemet Controker

231:  Qlogic Device Drivers

227: AT Device Drivers

233: UUIb Rafa‘[gnce implementation

Let's you and { discuss further.
Thanks.

Regards,

Norma Maldonado, Monterey Project,

11400 Bumet Road IMAD 95868

Austin, TX 76758 USA

512-838-7957 fax 512-838-3832 ftieline 678 -

nomai@us.ibm.com
1-800-948-4648 or www.mabilacomm.com PIN 1404114
CONWAY
WHARTON
. 05/15/2000 12:30 PM
To: Noma MaldonadoAustin//BM

-4 David Mehaffy/Austin1BMEGIBMUS, David HallAustin/[BMEIBMUS, Graig Schneider/Austin/IBM@IBMUS,

Sharon Dobba/Austin/IEM@EIBMUS, Halg McNemee/AustnTBMBIBMUS
From:  Conway Wharton/Austin/IBMEIBMUS
Subject: Re: For your SCO - Sanitizing soripts.....
Norma, %

¢

Neither of thé'two origins you have listed are in any previous
ammendment, nor do they presently have any code in CMVC associated with them.
For origin 224, and the form has never been completed, as far as I know, or c:xt
least I don't have an updated form. I've copied Crailg, Halg and Sharcn on this

CONFIDENTIAL 1710058776
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to see if they have any further information (here is a copy of that form}.

There are no files for origin 225, and I suspect there will never be,
according to the following note:

From: Darda Chang/Austin/IBMe@IBMUS
Subject: Ra: Origin 225

Importance; Normal
i

I have no idea what this origin for. I intend to create all those
BFI-related utilities from acratch unless somecne can show me there is a
faster way to implement them by uaing somecne's source codes.

Thanke,

Darda
BT#, FYI, all of the above information is available through the website in my signature
Thanks, and may God bless you,

Conway <<
t/1 678-3192

Sametime ID cwhartonBus.ibm.com

CEM Source Code Primary Contact

Department Page: http://w3.austin.ibm.cam/:/projects/byus/public html

Nomma Maldonado 05/08/2000 12:04

To: David Mehaffy/AustinABMBIEMUS
e David Hall/Austin'BMEYBMUS, Conway Wharton/AustinBMeyBMUS
From:  Norma Maldonado/AustinTBM@IBMUS

Subject: For your SCO - Sanitizing scripts.....

Dave, 1 am forwarding to you 2 lists from Conway Wharton that contain the following:

1) all files shippad to SCO unift 5/3/00

2) ali fites which are not shipped to SCO either because they are proprietaty or SCO does not
have the license to receive these.

| added 2 ltems to the first list of files that | must confirm with Conway when he ratums to the office.

K you have any questions, let me know.
1 will be cut of the office this afternoon, but will retum tomorrow moming.

Regards,

Norma Maldonado, Montarey Project,

11400 Burnef Road IMAD 9588

Austin, TX 78758 USA -,

512-838-7957  fax 512-838-3862 tieline 678

¥
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norma@us.ibm.com
1-B00-945-4645 or www.mobtlecomm.com PIN 1404114

#HHEE origin.224 wp has been ramoved from this note on 25 May 2000 by Norma Maldonado
##H4 originsNS.wp Hias been ramoved from this note on 25 May 2000 by Norma Maldonado
#iHHE originsShip.lwp has been removed from this note on 25 May 2000 by Norma Maldonado

) - Wy
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%45 Yoy TeriHunt To: Sharon Dobbs/AustinBM
& y [eed

95 05/07/2001 07:38 AM From: Teri Hunt/Austin/BM@IBMUS

& 1715 cocumant mpiason  Stbject *IBM Confidential: Fwd: Re: Fwdt: Amendment 10

N '- Importance: Urgant
@ Sy Q8072001

Sharon,

I'm not sure if David will be in or not today. | dont know if you were informed, but his brother passed away
lasf week and he's been out 2 faw days.

With that in mind, | didn’t have the latest copy of Amendment 10 from David, so | was wondering if this is
what | should work at adding the items to that you sent on Friday?

if this is the latest version, pleasa just let me know and | will work this at feast until David returns. Thank
you!

Teri Hunt

Procuramani Staff Professional

Software Procutrement, US

Tia Ling; 450-8917

Cutside: (512) 670-80568 Fax: {512} 889-2688
E-MAIL 1D: TERLI@US.IBM.COM@INTERNET
LOTUS 1D: TER!I HUNT/AUSTIN/IBM @1BMUS

IBMMAIL (D: IBMMAIL(USIB2CT2)
Visit Qur Home Page at hitp/procure.shy1.ibm.com
----- Forwarded by Terd Hunt/Austin/IBM on 05/07/2001 07:36 AM —

pyDavid Bullis To: Sharon Dobby/Austir/IBM@ISMUS, Ron Saint
05/04/2001 05:15 PM Plarra/Austin/IEM @ |BMUS, Ted Hunt/Austin/iBM @ IBMUS

oot
From: David Bulis/AustinviBM @ IBMUS
Subject  Fwd: Re: Fwd: *iBM Confidentiat Amendment 10

Please raviaw, i haven't looked at this yet.

Regards, David

Tachpical Lead

Global Operating Systems Sourcing Council

Voice: {512) 823-8577, TA 793-8577

Fax (512) 823-8712, T/L 793-8712

e-mail: dbullis@us.lbm.com

=emeemmmamaesne—o Forwgrded by David Bullis/AustiniBM on 05/04/2001 05:17 PM

Stephen Splil <steves@sco.COM> on 05/04/2001 05:12:56 AN

To: David Bullis/Austin/IBM@1BMUS
ce:
Subject: Fwd: Ra: Fwd: ‘IBM Confldential: Amendment 10

|

CONFIDENTIAL 1710075078 —




Case 2:03-cv-00294-DAK-BCW  Document 489-1  Filed 07/06/2005 Page 45 of 45

*David,

sorry this didn't get back., I just noticed it hadn't been done.

The only two minor issues are that there was a mistake in the paragraph
numbering and that there are no rights to sublicense source for NFB.

Once again apologies - life is somewbakt hectic here ~ in these last few
days of still being S5CO

Steves
Stephen Spill fhone 831 427 7741
Director of Warketing Fax 831 427 7924

: Server Business Line Cell 831 8§18 9643

X Caldera International Email steves@sco.com
Py

L
BEA - Amend10apr232001.doc
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