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Plaintiff Novell, Inc. (“Novell”) hereby states its claims for relief against Defendant
Microsoft Corporation (“Microsoft”) and alleges on knowledge regarding itself, and

otherwise on information and belief, as follows:

L. NATURE OF THIS ACTION

1. This is an action under Section 4 of the Clayton Act, 15 U.S.C. § 15, for
damages suffered by Novell by reason of the anticompetitive conduct of Microsoft in
violation of Sections 1 and 2 of the Sherman Act, 15 U.S.C. §§ 1, 2. “Novell” also refers
to the WordPerfect Corporation, which merged with Novell in June 1994.

2. Until March 1996, Novell owned the rights to develop and distribute the
WordPerfect word processing application, which historically had been by far the most
popular word processing application in the global market, as well as other office
productivity applications, including the Quattro Pro spreadsheet.

3. At all pertinent times Microsoft possessed monopoly power in the relevant
market for personal computer (“PC”) operating systems, which control PCs and
provide the basic “platform” for developing applications such as WordPerfect.

4. To protect its valuable Windows monopoly and to extend its operating
systems monopoly into other software markets, including word processing,
spreadshects, presentations, databases, e-mail, office suite, and other office productivity
applications, Microsoft engaged in a series of anticompetitive activities, including
integrating other Microsoft software products, such as its browser technologies, into
Microsoft's Windows operating system in an exclusionary manner, and entering into
exclusionary agreements precluding companies, such as Original Equipment

Manufacturers (“OEMs”), from distributing, promoting, buying, or using products of,
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or providing services or resources to, Microsoft’s software competitors, like Novell. See
United States v. Microsoft Corp., Government Complaint (“Gov’t Compl.”) 5.

5. Microsoft abused its monopoly power in the PC operating systems market
to suppress the sales of WordPerfect and Novell's related office productivity
applications. Microsoft targeted these applications because of their potential to provide
Microsoft’s competitors with a way across the barriers to entry that protected
Microsoft's existing operating systems monopoly. In addition, and just as importantly,
WordPerfect and Novell’s other applications were leaders in the additional markets that
Microsoft sought to monopolize.

6. Microsoft thus attacked Novell with some of the same anticompetitive acts
for which Microsoft was held liable in United States v. Microsoft Corp., 87 F. Supp. 2d 30
(D.D.C. 2000), aff'd in part, rev’d in part, 253 F.3d 34 (D.C. Cir.), cert. denied, 534 U.5. 952
(2001) (the “Government Suit”). Those anticompetitive acts include integrating
browsing functions into the Windows operating system in an exclusionary manner,
entering agreements in restraint of trade, and otherwise using the Windows monopoly
to exclude competing applications from important channels of distribution.

7. Bill Gates, Microsoft’'s Chairman and Chief Executive Officer, targeted
Novell’s applications by name in documents recording Microsoft’s anticompetitive
schemes, in which he explained that the integration of browsing functions into
Windows, coupled with Microsoft’s refusal to publish certain of these functions, was a
primary strategy for excluding Novell’s applications from the markets. He candidly
admitted that Microsoft’s own products could not compete without the benefit of these

anticompetitive acts.
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8. By reason of Microsoft's anticompetitive acts, WordPerfect's share of the
word processing market, which was nearly 50 percent in 1990, fell to approximately 30
percent in 1994, and to less than 10 percent by the time Novell sold WordPerfect and the
related applications in 1996. Over the same period of time, and due to the same
anticompetitive acts, Microsoft Word'’s share of the word processing market rose from
less than 20 percent prior to 1990 to a monopoly share of approximately 90 percent by
1996. As a result, Novell suffered lost profits and goodwill during the period in which
it owned the rights to WordPerfect and related office productivity applications, and the
value of these assets declined by approximately $1 billion between May 1994 and their
sale in March 1996.
II. PARTIES

9. Plaintiff Novell is a corporation organized and existing under the laws of
the State of Delaware, with its principal place of business at 1800 South Novell Place,
Provo, Utah. During times pertinent to this Complaint, Novell licensed and sold office
productivity applications, including the WordPerfect word processing application,
throughotit the United States and the world.

10. Defendant Microsoft is a corporation organized and existing under the
laws of the State of Washington, with its principal place of business at One Microsoft
Way, Redmond, Washington. Microsoft licenses its operating systems and applications

software throughout the United States and the world.

I11. JURISDICTION, VENUE, AND COMMERCE

11. This Court has jurisdiction over this matter pursuant to Sections 4 and 16

of the Clayton Act, 15 U.S.C. §§ 15, 26 and 28 U.5.C. §§ 1331, 1337.
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12. Venue is proper in this judicial district under Section 12 of the Clayton
Act, 15 U.S.C. § 22, and 28 U.S.C. § 1391 because Microsoft transacts business and is
found within this district.

13. Microsoft sells and licenses PC and workgroup server operating systems
and applications throughout the United States and the world and delivers copies of
them across state lines and international borders. Microsoft is engaged in, and its

activities substantially affect, interstate and foreign commerce.

V. LIMITATIONS: UNITED STATES V. MICROSOFT CORP.

14. The United States brought an antitrust action against Microsoft on May
18, 1998 under Sections 1 and 2 of the Sherman Act, 15 U.5.C. §§ 1, 2, alleging, infer alia,
that ”[t]o protect its valuable Windows monopoly against such potential competitive
threats [from alternative platforms), and to extend its operating system monopoly into other
software markets, Microsoft has engaged in a series of anticompetitive activities.
Microsoft’s conduct includes agreements tying other Microsoft software products [such
as those providing browsing functions] to Microsoft’s Windows operating system;
exclusionary agreements precluding companies from distributing, promoting, buying,
or using products of Microsoft’s competitors or potential competitors; and exclusionary
agreements restricting the right of companies to provide services or resources to
Microsoft’s software competitors or potential competitors.” Gov’t Compl. 1 5 (emphasis
added).

15. The United States District Court for the District of Columbia entered
judgment substantially in favor of the United States, and the U.3. Court of Appeals for

the District of Columbia Circuit largely affirmed the District Court’s findings and
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conclusions regarding Microsoft’s liability under Section 2 of the Sherman Act, 15
US.C.§2. A final judgment (to which Microsoft consented) was entered against
Microsoft on November 12, 2002 and is no longer subject to appellate review.

16. Pursuant to 15 U.S.C. § 16(i), the running of the statute of limitations for
the present action was tolled between May 18, 1998 and November 12, 2003, because the
present action is based in part on matters complained of in the Government Suit. See,
e.¢., Gov't Compl. 19 2-5, 7-8, 13, 24-25, 27, 37, 42-44, 54-55, 57-59, 66-68, 93, 95, 97, 99,
131. This Complaint alleges the same operating systems monopolization count as
alleged and proved in the Government Suit; the anticompetitive schemes employed by
Microsoft that are alleged herein and in the Government Suit are similar and have the
same objectives; and the word processing, spreadsheet, and other applications markets
alleged herein fall within the broad software product markets alleged in the
Government Suit,

17. In fact, the Government Suit applied to the whole spectrum of non-
operating system software, like WordPerfect, that competed against Microsoft products.
For example, as contemplated by the allegations in the Government Suit and as found
by the District Court, Microsoft's anticompetitive conduct targeted competing office
productivity applications during the relevant period alleged herein. For example,
Microsoft threatened to withhold from IBM a license for Windows 95 in retaliation for
IBM’s decision to distribute its SmartSuite office productivity suite on IBM computers
sold in the United States. See United States v. Microsoft Corp., 84 F. Supp.2d 9 (D.D.C.
1999) (“Findings of Fact”) 9 115-132. Similar Findings of Fact were made with respect

to Microsoft's dealings with other software products that Microsoft perceived as
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competitive threats, including Native Signal Processing (Intel Corporation), QuickTime
(Apple Computer, Inc.), and Real Networks Corporation’s streaming software. See id.
9 93-114.

18. In addition, the Government Suit demonstrates how Microsoft's
monopolization of the office productivity applications markets is critical to Microsoft’s
maintenance of its monopoly in the operating systems market. According to the
Declaration of Rebecca M. Henderson, filed on behalf of the United States in the
remedies phase, Microsoft Office, in its own right, has the potential to become cross-
platform middleware. Like Navigator, Microsoft Office exposes application
programming interfaces (“APls”), which are a set of routines, protocols, and tools for
building software applications, and many applications are already written directly to
Office. “Office could also provide a valuable distribution channel for complementary
middleware.” United States v. Microsoft Corp., Declaration of Rebecca M. Henderson
23, at 8-9.

19. Thus, “Microsoft’s strong position in applications also gives it a potent
weapon in its attempt to thwart any potential middleware threat . . . [and its} control of
its applications gives it a number of powerful tools that taken together greatly reduce
the likelihood that any competing middleware, including Office, might emerge as an
attractive PC applications development platform.” Id. 1] 65-66, at 22. For example,
Microsoft “can keep Office unavailable on alternative platforms and can ensure that it
does not develop into cross-platform middleware. Microsoft can also ensure that its
applications support only Microsoft-controlled or compliant interfaces and can use

preferential access to Office as both a carrot and a stick in working with OEMs, other
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distributors, and ISVs.” Id. 4 66, at 22-23. Indeed, Microsoft used this weapon to force
Office users to use Internet Explorer. Id. 68, at 23.

20. In addition, because Microsoft was successful in monopolizing the
markets for office productivity applications with Microsoft Office and its constituent
applications (such as Microsoft Word and Excel, Microsoft’s spreadsheet application),
Microsoft was able to use that monopoly in order to exclude Netscape from the market
for browsers, maintain and indeed strengthen the applications barrier to entry against
other operating systems, and thereby protect the Microsoft operating systems
monopoly. For example, the District Court in the Government Suit found that
Microsoft threatened to cancel Mac Office, the Microsoft Office product for Apple, Inc.'s
Macintosh operating system (“Mac OS”), unless Apple agreed to bundle Internet
Explorer with Mac OS and to make Internet Explorer the default browser. Because
Apple’s business was in steep decline in 1997 and many ISVs questioned the wisdom of
continuing to develop applications for Mac OS, Apple knew that if Microsoft stopped
development of Mac Office, that would signal the death knell for Apple. Within a
month of Microsoft’s threat, the two companies entered into an exclusive agreement in
which Apple agreed to these terms, among others, and Microsoft agreed to continue
releasing up-to-date versions of Mac Office for at least five years. Findings of Fact
q 350. Thus, Microsoft's incentive to monopolize the office productivity applications
markets was the same as its incentive to monopolize the browser market: to preserve
its operating systems monopoly.

21. In the Government Suit, the government alleged and the courts ruled that

Microsoft was liable for integrating certain browsing technologies with the Windows
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operating system in an anticompetitive manner. See 253 F.3d at 64-66; Findings of Fact
99 155-160; Gov’'t Compl. {9 5, 22-23, 36-38, 108. Here, Novell alleges that Microsoft
integrated these same technologies into Windows to exclude WordPerfect and other
Novell applications from the relevant markets. Further, preventing applications that
threatened Microsoft’s Windows monopoly from running properly on the operating
system by withholding critical technical information concerning Windows was among,
the anticompetitive tactics that Microsoft was found to have employed to harm
competitors in the Government Suit. See Findings of Fact 7 90-93. “[Ijt is Microsoft’s
corporate practice to pressure other firms to halt software development that either
shows the potential to weaken the applications barrier to entry or competes directly
with Microsoft’s most cherished software products.” Id. T 93. This is precisely one of
the anticompetitive tactics Microsoft employed to destroy WordPerfect. Moreover, the
government alleged and the courts ruled that Microsoft was lable for using its
monopoly power in the operating systems market to prevent OEMs from distributing
applications that competed with Microsoft's own applications. WordPerfect and
Novell’s other office productivity applications were among the victims of this
anticompetitive conduct. These and other anticompetitive acts that were the focus of
the Government Suit are described below in the context of the damages they caused to
Novell.

22. By agreement, the parties further tolled the running of the statute of
limitations as of November 7, 2003 through the time this action was filed. Novell’s
claims are also tolled because Microsoft’s entire course of conduct constitutes a

continuing violation in pursuit of a single anticompetitive objective, namely the
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destruction of Novell and its office productivity applications in order to eliminate
competition in the office productivity applications markets and to maintain its
monopoly in the PC operating systems market. Microsoft’s avowed campaign to
“slaughter” Novell dates to at least the early 1990s and each pattern, practice, and overt
act by Microsoft alleged herein took place as part of that single continuous campaign.
Novell has suffered harm within the applicable limitations period from every act that
Microsoft has undertaken in furtherance of that campaign prior to the limitations
period.
23. Among others, the following findings and conclusions of the District

Court in the Government Suit are binding on Microsoft in the present action under
principles of collateral estoppel, having become final on their affirmance by the Court of
Appeals:

(a) At all pertinent times (continuing at least until the date of the
Court of Appeals’ decision of August 2, 2001), Microsoft has held a monopoly in the
market for Intel-compatible PC operating systems, which is a relevant market for
antitrust purposes, including Section 2 of the Sherman Act. Findings of Fact {9 18-67.

(b) Microsoft’s integration of browsing functionality with Windows
prevented Netscape Navigator and other middleware products from weakening the
applications barrier to entry, rather than serving any procompetitive purpose,
Id. 9 155-160.

(c) Microsoft lacked any technical justification for refusing to license

Windows 95 to OQEMs without such browser functionality. Id. T 175-176.

10
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(d) By inducing, threatening, and/or forcing OEMs to take Microsoft’s
browser functionality with Windows and imposing additional technical restrictions on
them, Microsoft increased the OEMs’ cost of pre-installing and promoting Netscape
Navigator. This foreclosed Navigator from one of the distribution channels that leads
most efficiently to the use of browsing software. Id.  241.

(e) To protect the applications barrier to entry, Microsoft, through
inducements and restrictive agreements, also foreclosed Navigator from other
distribution channels, hampering consumers’ ability to choose browser products based
on their features, and forcing content providers to focus on Microsoft’s browsing
technologies to the exclusion of Netscape. Id. 9 247, 307-308, 311-312.

(f) To further protect the applications barrier to entry, Microsoft
targeted and encouraged individual developers and independent software vendors
(“ISVs”) to rely on specific browsing technologies found only in Windows for their
Web-centric applications. Id. {{ 337, 340.

(g) An “applications barrier to entry” protected Microsoft’s monopoly
power in the operating systems market. Id. 9 36-52.

(h) Microsoft launched a campaign of anticompetitive acts targeting
competitors and aspiring competitors that developed or threatened to develop products
“that either show[ed] the potential to weaken the applications barrier to entry or
compete[d] directly with Microsoft’s most cherished software products.” Id. 11 93-94.

(i) Microsoft chose to forego the short term benefits of having more
applications available to run on Windows and, instead, chose to create incompatibilities

that obstructed the development of certain applications that otherwise might run on

11
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both Windows and other platforms, because such applications threatened the
applications barrier to entry. Id. 1 407.

(j) Throughits conduct toward competitors and OEMs, “Microsoft has
demonstrated that it will use its prodigious market power and immense profits to harm
any firm that insists on pursuing initiatives that could intensify competition against one
of Microsoft’s core products,” such as Windows, Qffice, Word, and Excel. Id. T 412.

(k) “[Microsoft] charges different OEMs different prices for Windows,
depending on the degree to which the individual OEMs comply with Microsoft’s
wishes.” [Id. q 64.

(1) OEMs lack a commercially viable alternative to licensing Windows
for pre-installation on their PCs. Id. T 53-55.

(m) Microsoft used inducements such as reductions in the royalty
price of Windows to entice OEMs not to pre-install competitors” applications.

Id. 19 230-234.

(n) Microsoft punished OEMs that pre-installed office productivity
applications competing with Microsoft's applications, by charging them higher prices
for Windows and withholding technical and marketing support. Id. T 115-132.

(0) “Because of the importance of ‘time-to-market in the software
industry, ISVs developing software to run on Windows products seek to obtain beta
releases and other technical information relating to Windows as early and as
consistently as possible. Since Microsoft decides which ISVs receive betas and other

technical support and when they will receive it, the ability of an ISV to compete in the

12
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marketplace for software running on Windows products is highly dependent on
Microsoft’s cooperation.” Id. { 338.

(p) Microsoft withheld crucial information regarding Windows as part
of its strategy to injure firms that threatened to weaken the “applications barrier to
entry.” Id. 4 90-93.

(q) Microsoft employed a strategy of giving away its software
products for free. Id. 11 136-142.

(r) Microsoft entered into anticompetitive arrangements with OEMs
that foreclosed competing products from the OEM distribution channel. Id. I 144-241.

(s) Microsoft used Microsoft Office to maintain the applications barrier

to entry that protected its operating systems monopoly. Id. T 341-356.

V. THE RELEVANT MARKETS

24. Three markets are relevant to this action: the market for Intel-compatible
PC operating systems, the market for word processing applications, and the market for
spreadsheet applications. Word processing and spreadsheet applications are sometimes
referred to herein as “office productivity applications.” The word processing and
spreadsheet markets are sometimes referred to herein as the “office productivity

applications markets.”

A. The Intel-compatible PC Operating Systems Market

25. An Intel-compatible PC operating system is software that controls the
P(’s resources, such as the processor, memory chip, and storage devices, and manages
the execution of software applications, such as word processors and spreadsheets. The

operating systems at issue here are designed to control PCs that feature

13
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microprocessors designed and manufactured by Intel Corporation (“Intel”) or other
companies whose processors are compatible with Intel’s. Computers featuring such
processors are referred to as “Intel-compatible PCs,” and are intended for use by one
person at a time. Intel-compatible PCs account for over 90 percent of all PCs sold
worldwide. Because an operating system for non-Intel-compatible PCs will typically
not run on Intel-compatible PCs, such an operating system is not a substitute for one
that runs on Intel-compatible PCs. There are no practical substitutes for Intel-
compatible PC operating systems. The geographic market for Intel-compatible PC
operating systems is worldwide. The courts held in the Government Suit that the
market for Intel-compatible PC operating systems is a relevant market for antitrust
purposes. 253 F.3d at 51-54; Findings of Fact q 18-67.

26. Microsoft has possessed monopoly power in the market for Intel-

compatible PC operating systems at all times relevant to this Complaint.

B. The Word Processing And Spreadsheet Markets

27. Word processing applications are software that creates, edits, prints, and
stores text-based documents. There are no practical substitutes for word processing
applications. The geographic market for word processing applications is worldwide.

28. Spreadsheet applications are software that electronically organizes,
displays, and manipulates numerical and other data. There are no practical substitutes
for spreadsheet applications. The geographic market for spreadsheet applications 1s

worldwide.

14
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VI BRIEF HISTORY OF OPERATING SYSTEMS AND OFFICE
PRODUCTIVITY APPLICATIONS

29, Microsoft introduced the Microsoft Disk Operating System (“MS-DOS”)
in 1981 (having reportedly purchased its rights a year earlier for less than $100,000).
MS-DOS was a command-driven system that required users to type specific instructions
at a command prompt. MS-DOS became the exclusive operating system for Intel-
compatible PCs and came to be the dominant platform for personal computers as the
market share of competing alternatives (such as Apple’s) shrank.

30. In 1985, borrowing substantially from Apple’s operating system
technology, Microsoft introduced Windows 1.0, which laid “graphical user interfaces”
over MS-DOS. When run on top of MS-DOS, Windows provided personal computer
users with the ability to invoke many operating system functions, like starting other
programs or organizing files, by selecting elements on a graphical display or using a
pointing device, such as a mouse. Windows also had its own programming interfaces
that became very popular for writing graphical applications, like word processors and
spreadsheets. In 1987, Microsoft released Windows 2.0 and, along with a development
partner, IBM, co-introduced the first version of an alternative operating system known
as “05/2.” Neither of these products met with much market success, and M5-DOS
continued to be the dominant PC operating system.

31. While Microsoft thereafter purported to be working with IBM to replace
both Windows and MS-DOS with an improved version of O5/2, in fact, Microsoft was
secretly devoting considerably more resources to developing a much-improved version
of Windows. In 1990, Microsoft ceased any pretext of support for OS/2 and introduced

Windows 3.0, which met with considerable market acceptance, as did its immediate
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successor, Windows 3.1. During the next several years, Windows displaced MS-DOS
and achieved monopoly power in the PC operating systems market, as found by the
District Court in the Government Suit. OS/2 never emerged as a viable alternative, even
though IBM continued to develop and market the system after Microsoft abandoned the
effort.

32. WordPerfect Corporation introduced the WordPerfect word processing
application for the MS-DOS platform in 1981. By 1986, WordPerfect had achieved 18
percent of the word processing market, which included several competing products
with smaller market shares (including Microsoft Word for MS-DOS, with 8 percent
market share). By 1990, WordPerfect possessed a 47 percent market share and was by
far the most popular word processing application. Microsoft did not have significant
office productivity applications of its own for MS-DQS, and, to attract customers to the
platform, cooperated with WordPerfect Corporation to ensure that the superior
WordPerfect applications would run on the platform.

33. WordPerfect for O5/2 was also introduced in 1990, because WordPertect
Corporation, like many other ISVs, relied on Microsoft’s assurances that it was still
developing OS/2 as the principal PC operating system and successor to M5-DOS.

34. Microsoft’s change in position with regard to Windows and O5/2, known
in the industry as the “head fake,” delayed WordPerfect’s introduction of a version of
its applications for the Windows platform until 1991. Shortly after its introduction,
WordPerfect for Windows captured a significant portion of sales of word processors for

the new platform, with approximately 35 percent of such sales by 1993, notwithstanding
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the handicap that it suffered as a result of the “head fake” and other obstacles created
by Microsoft.

35. During the same 1990-1991 time period, Microsoft introduced its first
“office suite,” known as Microsoft Office, initially consisting only of Microsoft Word
and Excel, which were bundled in a single marketing package. Sales of Office increased
substantially after Microsoft released version 4.0 in 1993, which integrated the
functionality of the separate applications by making use of Microsoft’s simultaneously
released Object Linking and Embedding (“OLE") standards, which are discussed below.

36. In 1993, WordPerfect Corporation introduced a comparable office suite in
cooperation with Borland International Inc. (“Borland”); the new suite included
WordPerfect and Borland’s Quattro Pro spreadsheet. An improved version of
WordPerfect for Windows was also introduced in 1993.

37. On June 24, 1994, Novell purchased the rights to Quattro Pro from
Borland for $120 million and acquired WordPerfect Corporation for 51 million Novell
shares valued at $740 million (not including the value of Novell options issued to
WordPerfect employees). At this time, WordPerfect’s share of the word processing
market was approximately 30 percent.

38. Netscape Corporation’s (“Netscape”) Navigator application was also
introduced in 1994.

39. In August 1995, Microsoft introduced Windows 95, which integrated
certain new browsing functions that were a primary focus of the Government Suit. The
United States alleged and the Court held that Microsoft perpetrated the integration of

the browsing functions in an anticompetitive manner and committed other
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anticompetitive acts to exclude competitors from the markets at issue here. The

resulting damage to Novell and its applications is the primary focus of this case.

VIIL MICROSOFT’S ANTICOMPETITIVE ACTS AGAINST WORDPERFECT
AND OTHER NOVELL OFFICE PRODUCTIVITY APPLICATIONS

40. Microsoft intentionally excluded Novell’s office productivity applications
from the markets by means of the anticompetitive acts described below, for at least two
reasons.

41. First, as the United States alleged in the Government Suit, Microsoft
sought to extend its monopoly in the operating systems market into the large and
growing markets for applications. Using many of the same anticompetitive acts alleged
and condemned in the government case, Microsoft finally attained its long-sought
monopolies in the office productivity applications markets and in the process destroyed
Novell's office productivity applications business.

42. Second, as the government alleged and the courts found, Microsoft
sought to protect the “applications barrier to entry,” which protected Microsoft's
monopoly in the Intel-compatible PC operating systems market, by excluding
applications that could threaten the barrier by supporting alternative operating
systems.

43. As found by the courts in the Government Suit, an end-use application
written for one operating system typically cannot run on another operating system, and
applications developers generally will not incur the expense of modifying their
products for an additional operating system that does not already have a significant
number of users. Because an operating system, in turn, cannot attract a significant

number of users unless desirable applications are already available to run on it, the

18
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applications barrier to entry protects the dominant operating system. Thus, Microsoft’s
monopoly share of the Intel-compatible PC operating systems market is protected by a
barrier to entry arising out of the much greater number of applications that operate only
with Windows personal computer operating systems.

44, As the U.S. Court of Appeals for the District of Columbia Circuit held in
affirming the district court’s essential findings, Microsoft’s Windows monopoly was
threatened by “middleware” such as Netscape’s Navigator, which is a browser
application, and Sun Microsystems’ implementation of the “Java” technologies, both of
which were not only able to function on multiple operating systems, but were
potentially able to provide platforms for end-use applications, which made them a
threat to replace Windows itself as such a platform. Once written to Navigator and/or
Java, end-use applications could function on any operating systems on which Navigator
or Java functioned, thereby “erod[ing] the applications barrier to entry.” 253 F.3d at 55.
Microsoft engaged in anticompetitive conduct designed to exclude such middleware
from installation on PCs using the dominant Windows operating system, on which any
middleware would depend for survival until sufficient competing operating systems
could emerge. Microsoft thereby violated Section 2 of the Sherman Act “by preventing
the effective distribution and use of products that might threaten [its] monopoly.” Id. at
58.

45. For related reasons, Novell’s WordPerfect and other office productivity
applications posed a significant threat to the applications barrier to entry that protected
the Windows monopoly. As discussed in Section VILA.1. below, Microsoft excluded

from the markets the “OpenDoc¢” technology for sharing information among
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applications, by using its monopoly power to force a different standard upon the
industry. Microsoft thus suppressed a vigorous, ongoing competition between its own
proprietary OLE technology and the more widely admired OpenDoc technology
developed by Novell and others. These competing technologies allowed a user, for
instance, to embed and edit a portion of a spreadsheet inside a word processing
document.

46, Novell was instrumental in initiating this competition when, in 1993,
Novell, Borland, and other Microsoft competitors established a consortium called the
Component Integration Laboratories (“CIL”) to create OpenDoc as an “open-source”
standard for cross-platform linking and embedding. The computer code of open source
standards such as OpenDoc is freely available for use and modification by numerous
developers who compete to maximize its potential. OpenDoc was widely considered to
be both easier to use and more robust than OLE. One reviewer stated that “[clJomparing
OpenDoc with [OLE] is like comparing a modern human with a Neanderthal.” Cliff
Reeves, Open Doc vs. OLE/COM, Computerworld (Jan. 30, 1995).

47. Novell’s efforts to develop OpenDoc were part of Novell’s strategy to
provide cross-platform functionality to applications (including its office productivity
applications). In combination with the popularity and functionality of WordPerfect,
this strategy posed a viable threat to Microsoft's operating systems monopoly that was
similar to the Netscape and Java threat discussed extensively in the Government Suit.
Indeed, at the time of the merger, Novell intended to further develop and market
WordPerfect as a “network application” that would ultimately be independent of the

desktop operating system.
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48. The District Court defined middleware as software that “relies on the
interfaces provided by the underlying operating system while simultaneously exposing
its own APIs to developers.” Findings of Fact T 28. In the Government Suit, Netscape,
when coupled with Java, is described as having “the potential” to become a middleware
platform on which applications could be written to run on multiple operating systems.
Such cross-platform functionality undermines the applications barrier to entry that
helps protect Microsoft's operating system dominance.

49. OpenDoc allows users to view and edit information across applications,
directly in competition with Microsoft's OLE standard. Particularly during the period
at issue, OpenDoc was viewed as superior to OLE because it permitted sharing
information across multiple operating systems, among other reasons. As CIL wrote in
its marketing plan: “If OpenDoc is adopted by the Internet, it will become a de facto
standard on all major OS platforms, and execute a brilliant end-run around Microsoft's
stronghold on Windows.” CIL, Marketing Plan 3 (Feb. 9, 1995).

50. AppWare, like OpenDoc, was another technology developed by Novell
for cross-platform use. AppWare was Novell's high-level software development tool
for rapid application development using pre-written, reusable software components.
While AppWare had several attractive features, the most important was providing a
new set of APIs. Programmers could write programs using these APlIs that could
function on any AppWare installation regardless of the operating system. Thus,
AppWare presented a serious threat to Microsoft. Writing to the AppWare APTs and
not to the Windows APIs would enable applications to run not only on Windows, but

also on Macintosh and other operating systems at no additional cost.
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51. This Novell portfolio of OpenDoc, AppWare, and WordPertect software
posed a competitive threat to Microsoft's operating systems monopoly similar to that
described in the Government Suit. In the Government Suit, the United States claimed
that Microsoft's operating systems monopoly was threatened by a popular application,
Netscape, supporting a system-neutral programming language, Java. Like the
Netscape-Java combination, the combination of WordPerfect, a popular application,
with the system-neutral OpenDoc-protocol and AppWare development environment,
threatened Microsoft’s operating systems monopoly. Microsoft employed an array of
tactics to minimize that threat, including preventing OpenDoc’s compatibility with
Windows 95 and requiring OLE-compatibility as a condition of Windows 95
certification. It pursued these and other tactics directly and indirectly, through its
campaign to minimize WordPerfect's market share. See 87 F. Supp. 2d at 43.
Furthermore, by monopolizing office productivity application markets and removing
WordPerfect as a viable competitor, Microsoft also eliminated the potential cross-
platform threat to Microsoft’s operating systems monopoly posed by AppWare:
AppWare's success in the market depended upon the availability of applications, such
as WordPerfect, that were compatible with the AppWare development environment.

52. In other ways, Novell's WordPerfect and other office productivity
applications also posed a significant threat to the applications barrier to entry that
protected the Windows monopoly. The principal use of PCs during the relevant period
was word processing. To become a viable alternative to Windows, another operating
system would need compatibility with a popular word processing application. Because

WordPerfect historically was the most popular word processing application, a new
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operating system could attract a significant number of users upon entering the market if
WordPerfect was available to run on it. “If application programs could be written to
run on multiple operating systems, competition in the market for operating systems
could be revitalized.” Gov’t Compl. T 7. WordPerfect was historically available on
many different operating systems, and Novell was a likely ally of potential competitors
to Microsoft’s operating systems monopoly. WordPerfect, like Navigator and Java, was
thus a “product(] that might threaten [the Windows] monopoly” by “erod[ing] the
applications barrier to entry.” 253 F.3d at 55, 58. As the District Court found, Microsoft
pursued a strategy of injuring firms whose technologies threatened the applications
barrier to entry, by perpetrating anti-competitive acts such as withholding information
that was needed to develop applications to run on Windows. Findings of Fact T 90-93.
53. The District Court’s original remedy, subsequently reversed on
procedural grounds, also recognized that the availability of a widely-used word
processing application on alternative operating systems was critical to the viability of
potential operating system competitors. This remedy was designed to eliminate
Microsoft’s control over word processing and other office productivity applications that
protected the Windows monopoly by splitting Microsoft into two separate Applications
and Operating Systems Companies. Microsoft’s word processing application, Microsoft
Word, would have been the principal product of the Applications Company. As Dr.
Carl Shapiro, a leading antitrust economist who served as the Government’s expert in
the original remedies phase, explained: “The improved availability of the Application
Company’s products as complements to rival platforms will thus help those actual and

potential rivals to Windows overcome the applications barrier to entry that currently
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protects the Windows monopoly.” United States v. Microsoft Corp., Declaration of Carl
Shapiro, at 9.

54. Microsoft's effort to exclude the WordPerfect applications from the
markets increased dramatically upon Novell's merger with WordPerfect Corporation,
which occurred during the crucial period of Microsoft’s development of Windows 95.
Upon Novell’s merger with WordPerfect, Microsoft’s executives decided to intensity
the anticompetitive campaign of withholding technical information that Novell needed
to develop WordPerfect and other applications for Windows 95.

55. A top Microsoft executive wrote that Microsoft should “smile” at Novell,
falsely signifying Microsoft’s willingness to help the two companies’ common
customers integrate their various products, while actually “pulling the trigger” and
killing Novell. Indeed, Microsoft’s Chairman and CEQ, Bill Gates, instructed his
executives to develop plans to retaliate against Novell for its cooperation with the
government authorities investigating Microsoft. As explained below, Microsoft fulfilled
these instructions by withholding technical information about the ever-changing
functions of Windows, including the integrated browsing functions in Windows 95, and
by excluding Novell’s office productivity applications from the major channels of

distribution and other potential platforms.

A.  Microsoft’s Scheme To Injure Novell By Withholding Technical
Information About Its Monopoly Windows Platform

56. Microsoft periodically introduced changes to its Windows operating
system that repeatedly degraded the functionality of Novell’s office productivity
applications, including WordPerfect and Quattro Pro. As explained below, Microsoft

then withheld the information that was necessary for Novell to restore the degraded
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functionality, causing Novell’s applications to fail to reach the markets in the timely
manner that was necessary to compete with Microsoft’s own applications.

57. For an application to run, it must invoke certain core functions provided
by the operating system, such as ways to find, open, close, and save documents.
Applications invoke these functions by communicating with the operating system’s
exposed APIs or “extensions.” For instance, an ISV wishing to develop a word
processing application with the basic ability to find, open, close, and save documents
would write its software code to “call” the relevant extensions into service on behalf of
the application.

58. Windows contains thousands of different APIs providing numerous
functions, and 1SVs need documentation published by Microsoft to know how to make
the necessary calls to the APIs. Without the documentation, an [SV must expend a
tremendous amount of resources to recreate functions that are already built into
Windows; indeed, without the documentation, an ISV might never be able to recreate
the functions at all. As the District Court found in the Government Suit, the ability of
an ISV to compete in the marketplace for software running on Windows is highly
dependent on Microsoft’s cooperation. Findings of Fact q 338.

59. Microsoft’s top executives testified in the Government Suit that an
important purpose of documenting programming interfaces or extensions is to free ISVs
from “re-inventing the wheel,” so they can devote their resources to innovating new
features that will work in addition to, instead of merely in place of, extensions.

Microsoft “evangelized” the use of its extensions because, among other reasons, it
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wanted Windows to have a consistent “look and feel,” no matter what ISV’s application
might have been running on top of Windows.

60. In the absence of anticompetitive motives, Microsoft had powerful
cconomic incentives to cooperate with third-party software and hardware vendors such
as Novell during the development of upgrades to the operating system, such as
Windows 95, and to inform these vendors of recent innovations in the programming
interfaces or extensions. Microsoft benefits from this cooperation by ensuring that a
large number of compatible applications will be available in new versions that will call
new Windows APIs into service, so users will experience the value of the Windows
upgrade. Indeed, Microsoft has devoted substantial resources to facilitating the efforts
of others to develop products that complement its own. Microsoft employs large
organizations devoted to providing technical information and support to third-party
software and hardware vendors. These organizations create and supply documentation
about programming interfaces and other features of Microsoft operating system
products, and can assist third-party vendors with technical support questions that arise
during development of their products. Microsoft makes these resources generally
available to third-party developers on a subscription basis. Accordingly, as its
witnesses testified in the Government Suit, Microsoft has routinely cooperated with
thousands of ISVs -- with almost any 15V in the world, in fact, except major competitors
such as Novell. Indeed, as noted, Microsoft cooperated with WordPerfect with respect
to Microsoft’s prior MS-DOS platform, precisely because at that time Microsoft did not

have strong office productivity applications of its own for that platform.
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61. ISVs also benefit from this cooperation, when they can obtain it, by
having compatible applications ready for sale in conjunction with their customers’
decisions to upgrade to the newest version of Windows. “[Blecause of the importance
of “time-to-market’ in the software industry, ISVs . . . seek to obtain beta releases and
other technical information relating to Windows as early and as consistently as
possible.” Findings of Fact ] 338. A beta release of an operating system is a version
that is still under development and has not been released for sale to the general public.
An operating systems developer such as Microsoft will release beta versions to certain
individual users, who volunteer as “beta testers,” and to ISVs, who use betas to begin
developing their own applications to run on the forthcoming version of the operating
system. Because Microsoft decides when and which ISVs will receive betas, an ISV's
ability to compete in the applications markets depends on Microsoft’s cooperation. [d.

62. Although Microsoft’s efforts to promote third-party support for its
operating system products have been pervasive, they have not been universal. On
repeated occasions, and even at the cost of diminishing the immediate consumer appeal
of its own products, Microsoft has acted to prevent rather than promote development of
complementary products, like WordPerfect, that threaten the applications and other
compatibility-related barriers to entry that protect Microsoft’s operating system
dominance. Microsoft’s Jeff Raikes would later articulate this strategy in a 1997 e-mail
to investor Warren Buffet: “If we own the key ‘franchises’ built on top of the operating
system, we dramatically widen the ‘moal’ that protects the operating system business.”

63. Novell was one of the most important of the independent developers of

applications for Microsoft’s operating systems. Microsoft was willing to sacrifice the
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short-term benefits of having compatible Novell applications running on Windows,
however, for the sake of achieving the longer-term benefits of excluding WordPerfect
from competition. These benefits included monopolizing the markets for office
productivity applications and protecting the applications barrier to entry into the
operating systems market. Microsoft thus refused to continue the parties’ long-
standing, mutually profitable practice of exchanging technical information. Microsoft’s
real and only purpose in pursuing these ends was to widen the “moat” protecting its
monopoly in the PC operating systems market by extending that monopoly into the
markets for word processing and spreadsheet applications.

64. Microsoft’s own applications developers always had complete access to
the technical information that was necessary to develop applications to run on
Windows. They could and did simply talk to Microsoft's operating systems engineers to
obtain information about the operating system’s proprietary code, whenever necessary
to expedite their work. This discriminatory access and other anticompetitive acts gave

Microsoft applications significant “time-to-market” leads over Novell.

1. Microsoft’s Anticompetitive Withholding of Technical
Information Concerning Windows 95

65. Although WordPerfect had previously suffered a decline in market share
as a result of Microsoft’s prior but similar anticompetitive acts, WordPerfect remained a
popular and highly regarded word processing application during the period when
Windows 95 was under development.

66. Windows 95 was a significant improvement over earlier versions of
Windows. Microsoft announced with much fanfare that this platform would be “the

first operating system for Intel-compatible PCs that exhibited the same sort of
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integrated features as [Apple’s Macintosh operating system] running PCs manufactured
by [Apple].” Findings of Fact 8. Consumers and ISVs eagerly awaited the increased
functionality that Microsoft promised to provide through new APIs, including
extensions for the newly integrated browsing functions that would control an entirely
new file management system and enable a user to find and access information in the
user’s computer, on the network, or even on the Internet. “Browsing” relates both to
this navigational functionality and to the graphical shell used for presenting the
information to the user. Access to the newly integrated browsing functions would be
necessary, for instance, to allow an application to find, open and save documents
created on the application, such as a legal brief written on WordPerfect, because these
functions essentially act as a navigational bridge for the user to access various files,
storage devices, printers, and network resources, among other directories.

67. This newly integrated browsing technology is the same browsing
technology at issue in the Government Suit. As James Allchin, then Senior Vice
President in charge of Microsoft’s Personal and Business Group, testified in the
Government Suit: “The Internet Explorer technologies in Windows enable customers to
view information on the Internet--as well as on other networks, hard drives, floppy
disks, and other information sources. Accessing and viewing information on the
Internet is widely referred to as “Web browsing,” but it is the same in principle as
accessing and viewing information stored anyplace else. In short, treating information
stored on the Internet in a radically different way than other kinds of information

makes no sense as a matter of software engineering and is potentially confusing to
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customers.” United States v. Microsoft Corp., Direct Testimony of James Allchin | 73, at

30. As Allchin further testified:

» “We want to unify the browsing of all types of information—
regardless of whether that information is stored on the Internet (or
the Web) or someplace else.” Id. ] 3, at 3.

e “Iwould like to be very clear on the following point: The very same
software code in Windows 98 that provides Web browsing functionality
also provides (i) platform support to developers, (ii) user interface software
(for Windows itself and other software products) and (i11) access to
information stored in locations other than the Internet. That software
code is called Internet Explorer.” Id. 19, at 6-7 (emphasis in original).

+ “Browsing generally connotes the process of accessing and viewing
(or managing) information in a common way, such as having a
single program that can let you view file folders, text files,
drawings, spreadsheets, and so on. Web browsing generally
connotes accessing and viewing information in display formats
such as HTML that has been transferred over the Internet using
protocols such as TCP/IP and HTTP. There is no definitive line,
however, between Web browsing and the more general concept of
browsing.” Id. T 28, at 14.

e “[Microsoft made a] decision in early 1994--before Netscape was
incorporated--to include comprehensive support for the Internet,
including Web browsing functionality, in Windows.” Id. 179, at
32.

¢ “Microsoft developed a new approach in which the various
functions performed by Internet Explorer technologies could be
used by Windows itself or by other software programs designed to
run on Windows. And Microsoft had to design Windows to unity
the inconsistent ways in which customers would otherwise have
had to interact with information depending on where that
information was found.” Id. | 84, at 33.

e “Thus, Microsoft set about the task in early 1995, before the first
version of Windows 95 was even released, of tearing apart and then
rebuilding Internet Explorer as a series of software components.
Microsoft then ‘exposed’ the functionality performed by these
components in the form of hundreds of APIs. This 1s a very
important point. Today the entire developer community benefits
from Microsoft’s inclusion of Internet support in Windows because
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all developers can call upon this built-in functionality in creating
their own products.” Id. 4 85, at 33-34 (emphasis in original).

“Internet Explorer is the name for a set of technologies in Windows
that provides essential functionality both to Windows and to other
software developers. Our vision of deeper levels of technical
integration is highly efficient and provides substantial benefits to
customers and developers.” Id. I 94, at 36.

“Certain files . .. form the core of Internet Explorer technologies in
Windows 98 (and Windows 95 starting with the O5R 2.0 version).
Here is a very brief overview of the functions performed by these
six important files, the first four of which listed below are
collectively known as the “Web browser control.” . . .

[s)

SHDOCVW.DLL is a powerful system service that allows any
software publisher to embed browsing functionality deep in its
own programs without showing the Internet Explorer user
interface. This file provides basic functionality associated with
browsing, such as ‘Back’ and ‘Forward” buttons, for use
throughout Windows (whether or not browsing Web pages)
and in third party software products. It also provides the user
interface for a Windows 98 browser window (whether called
‘Internet Explorer” or ‘Windows Explorer’) as well as the
Windows 98 ‘Start’ menu. This is true whether or not the
customer is viewing information on the Internet, on a local area
network or on the hard drive of the computer, and whether or
not the customer is viewing information presented in HTML.

MSHTML.DLL ‘parses’ and ‘renders’ information in the HTML
display format--both within Windows and in third party
software products. This file provides functionality that is
similar to the ‘Rich Text Control,” another part of Windows 95
that provides display functionality.

URLMON.DLL enables Windows and third party software
programs to work effectively with URLs (addresses on the
Web). URLMON extends the functionality of a file called
WINSOCK (short for “Windows Sockets’), which provides a
variety of networking functions within Windows and to third
party software developers.

WININET.DLL (short for ‘Windows Internet’) provides the
capability to Windows and third party software programs of
retrieving data from the Internet or other locations (such as a

local area network) using various Internet protocols, such as
HTTP. WININET also extends the functionality of WINSOCK.
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° SHLWAPILDLL reads and processes Internet addresses and
links.

° COMCTL32.DLL performs a wide range of functions that are
central to the operation of the operating system. To the extent
relevant here, this file provides toolbars, the ‘Favorites” menu,
and related features in Windows 98 browsing windows.”

Id. ¢ 100, at 38-39.

e  “Two other files, IEXPLORE.EXE and EXPLORER.EXE, are of
particular note. One or the other of these two files is invoked when
a customer invokes the Web browsing functionality in Windows
98.” Id. 1 101, at 39.

68. Many internal Microsoft documents written in 1994 and 1995 were cited
as support for Allchin’s testimony. According to Allchin, these documents describe
Microsoft’s vision “to lead the market by unifying the mechanisms for finding, viewing
and managing information of all types. This was simply the next step in Microsoft’s
efforts to make it easier to access and use information without regard to where it is
stored, a key element of Microsoft’s advocacy of the concept of Information at Your

Fingertips that started in 1990.” Id. ] 213, at 79. For example:

e AJanuary 25, 1994 memorandum entitled ‘Windows: The Next
Killer Application on the Internet,” discussed the benefits of making
Windows an “Internet navigation tool” and advocated a strategy in
which “[d}istributed information on the Internet . . . [could be]
browsed using the [Windows] Explorer across thousands of
information servers worldwide . . . . Windows becomes the global
infostructure explorer.” According to Allchin, this is the strategy
Microsoft adopted. Id. 19 221-222, at 82 (emphasis in original).

e Also, in “a June 2, 1995 slide presentation used at a meeting of
senior Microsoft executives . . . where Microsoft’s Internet strategy
and goals were discussed, Internet Explorer was defined to be a
‘Win95 integrated web browser’ that was focused ‘on making the
Internet easy to use.” . .. Internet Explorer was also described as the
‘[floundation for [a] universal viewing client’ and the ‘[b]asis for
future Windows shell direction.” Thus, two months before the
commercial release of Windows 95, Microsoft anticipated that
Internet Explorer technologies would be more tightly integrated
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into future versions of the operating system, providing a new user
interface.” Id. q 245, at 92.

e Allchin also cited an October 23, 1995 memorandum entitled “Web-
like Shell,” in which “Chris Brown described the primary goal for
what became the Windows 98 user interface as “enhanc[ing]
navigation and file management in the shell by adopting the best
aspects of the World Wide Web.” . .. He stated that the focus would
be on making ‘the shell both easier to use (via new web-like
navigation commands and single-click interaction) and more
visually appealing (by implementing rich, graphical document
views for any folder).” Among the list of benefits he enumerated
were ‘easier browsing,” ‘more engaging visuals,” and "unified
browsing for the Shell, Internet and Office.” As to this last benefit,
he stated that ‘[i]ncorporating the Microsoft Internet Explorer into
the Windows Explorer bridges the gap between local containers
and URLs. Users benefit because interaction will be identical, and
simplified (thus minimizing retraining costs).” The word
“container” in this context refers to an information source, such as a
folder or file stored on the hard drive of a personal computer or a
page stored on the Web.” Id. 253, at 96.

¢ “In a memorandum written in September 1995 and updated in
November 1995, entitled ‘Web-like Shell: Architecture,” Satoshi
Nakajima referred to Chris Brown’s Web-like shell concept and
stated that Microsoft ‘will improve the Shell Explorer by making it
very easy to ‘navigate’--with the navigation toolbar and the single-
click page-view. We will also integrate the Shell Explorer and the
Internet Explorer, so that the user can navigate documents on local
volumes, [local area networks] and [World Wide Web] as seamless
as possible.” .. . In general the seamless navigation he was
discussing was achieved in Internet Explorer 4.0, which provides
the Windows 98 user interface.” Id. I 254, at 96-97.

e Finally, “[ijn an e-mail dated December 6, 1995, Brad Silverberg
stated that the ‘new Windows shell unifies folders (file system
directories) with the web and document-navigation metaphor.” . ..
He described this new user interface as a ‘very friendly way to
view and navigate your local [personal computer] and your
corp[orate] net, as well as the [I|nternet.”” Id. T 256, at 97.

69. As the United States alleged in the Government Suit, Bill Gates
recognized that “the development of competing Internet browsers -- specialized

software programs that allow PC users to locate, access, display, and manipulate
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content and applications located on the [web] -- posed a serious potential threat to
Microsoft's Windows operating system monopoly.” Gov't Compl. 1 6. To respond to
this competitive threat, Microsoft embarked on an extensive campaign to market,
distribute, and integrate Microsoft's own browsing functions into the operating system.
See id. 9 10.

70. For these and other reasons, some applications written for earlier versions
of Windows, and WordPerfect in particular, would not be compatible with Windows
95, As a consequence, it was critical for Novell and other ISV to have access to
technical information regarding the browsing functions and other new features, so the
development of applications could proceed simultaneously with Microsoft’s
development of Windows 95. Otherwise, ISVs” applications could not reach the market
at the same time as Windows 95, and would surrender time-to-market leads to
Microsoft’s own applications. Both parties knew that consumers quickly would replace
their existing operating systems with Windows 95 and almost simultaneously switch to
applications designed to take advantage of its new extensions.

71. During the development of Windows 95, Microsoft’s executives schemed
to integrate the browsing functions into Windows 95 in a manner designed to cause the
maximum possible damage to competitors. Microsoft’s executives specifically targeted
WordPerfect by name in the documents that recorded the scheme. Microsoft decided to
proceed with the scheme even at the risk of negatively impacting its corporate image
and alienating its important ISVs. For instance, Microsoft intentionally made the use of
any browsing technology other than Microsoft’s browser a “jolting experience” for its

own Windows customers, solely to create the false impression that other browsers were
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