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Aptil 19, 1996

Mz, Alok Mohan
President, Chicf Executive Officer
SCO

400 Encina) Street ' ,j;r“g’

Santa Cruz, Californis 95061 qmﬂ)

Re: Proposed IBM Royalty Buyout

Dear Alok: ' ., '

Thenk you for your letter teday. Tunderstand your deep conicern sbout this matter. Wo bad boca
expocting your response yesterdsy and have already coutitued our discussions with 18M today. I
will do my best to make sove thet we 1ddress Your concems in our onpoing negotiatinng In
addition, ] believe 1 seed to clarify zome potemtial misconceptions in your letter,

First of all T would like ta clarify that we are not granting TBM apy sdditional rights beyond what
they shresdy have. With the minor exception of sllowing IBM’*s VAR5 to wake miner .
modifications ta AFX code to suppart vnique havdware devices and allowing 1BM's rajor
accounts o make rempory fixes from ALX source cade, the proposed ransaction does not grant
any additipnal tights beyond those granted other sapilarly stuated UNTX ficenaces. Specifically
o sight to sub-licensc source code ix heing granted, As with all other UNIX licensees, IBM has
always had the rights to ship AIX on sysicms ather than the RS 6000, and whils they bave no
planz to do 2o cwrently, they ¢ould chose to do so in the foture.

The value of thia paid-up license is ind=ed proporticnsl to the other paid-up Beauses (SCO, SUN,
SGI) that have bocy previously granted, Without the ahility to snb-license source code, such a2
SCO and SUN have purchased, IBM is nnable to “‘go into the OBM business™ sz SUN and SCO
can. 'That substantially lowers the opportunities for AIX in the rarketplace compared to SCO
and SUN’s opportunitics, by virtuslly elimigating the chance that IBM could compete with you
for OEZM busimess. Furthermore, SUN’s (2ad SGI's) buy out was based on an SVR4 License
which greatly increased its royalty stream valne. Therefore, whea camparing unir vokmmes and
mlaﬂvapd' copy fecs, SUN consderad the value of the buy out to be substantially Iﬁgheﬂhm
IBM. :

Oune final elmﬂn&m on the compezable valus of tho aforementionsd paid-up liconscs: The
Documentes’s Werkbench componant of the proposed paid up Boense (82,5 Million) waE not
h«.ludedm our side letter reguest ﬂcnbmuthkpudnmwasmtﬂ'amﬁm’edh Sco.
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To summasy, the SVR 3.2 paid-up lmmse for IBM at $12.5 M.dou indeed oompue. very
Lavargbly with the SGI SVR 4 deal at $18 M (which also includsd DWB) aad is complstely
unrelated to the 8CG and SUN paid up liconass which uchuded ssures sode redigteibuticn rights

T hape dhis elaziSication of the type of paid-up licsHgo being offered TEM (SVR 3.2, very Emited
source oode redistribotion) helys you understand thnt it will not vesult in IBM collscting royalties
Erezn OEMs such a3 Apple, and that it is indeed comparable 1o the athar paid-up lisenses that

Novell and USL bave previously graated,

Plossc fecl free (o contact wme if you should need sny further clarification. I Iook forsvard to a |
lagting and sugcessful partnership. E

rTiS m.deEO
Novell, Inc.





