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stmaller olfice thian his own, *Targued that i Vern's butr was too good w sitin bu
a regularesiced office, then mine was . The Solomenic solution? The bu
- vompany “'moved the interior wal) over some small amount.” Letwin paid for set
i it cel
Gates understood that teehnival gues weren’t the unly ones who had idvas yai
. ’ to contribute. Raburn was a key hgure in a project that began with the idea of Cc
- oficring Microsoft FORTRAN and COBOL for the Apple 11 computer and its his
] underwhelming 6302 chip. As Raburn remembered it, "I was the only Apple X
user i the sl Lompany . T .iJ(iii.'-h' ol aft was that CP7M
~ machines were real machines, the TRS-80 was an interesting Loy machine, and bu
the Apple 11 was a real 1ov.”" From the Memarial Day meeting onward, cven sof
3 hefore he joincd the company o June, le ket pushing Gates and Allen to find Sta
i a way to put FORTRAN and COBOL om the Apple H. *Paul and Bill were bosy Pat
’ telling me fiow hard it was o write a compiter on the 6502 . . and 1 kept bac
sying ‘Yeah, veall, veah, but we gutta get it ontor this mackine.” ” .
On the way to funch with Bill one day, Paul Allen camie up with the floy
I solution: hardware! Allen pmpc;scd 3 board that would plug into the Applc il ver
wd run the Z-80 editiong of FORTRAN and COBOL that Microsolt alrcady —_
had. As Raburn vecalled, e said, *T think what we can dois plug a processor des
on, and then we can just patch it into the Apple operating system, so that we're rur
actually ronming on the Z.80, but it looks like you've running under Apple. the
And 1 said, "Sounds gun(l to me.” " ) 804
I the process of doing set anuther dull language derived from the mini- Co
computer world, Allen had come up witha radical solution and an entirely new
proshuct. The SoftCard, as it would eventually be named, would be the first ate.
Microsoft produet that wasn 't a mere adaptation or extension ol some mini- stat
computer langudge or progrannming ook, The SettCavd was a ditferent way to chi
skin the cat: Instead of rewriting it~ compilers, Microsolt wauld offer hardware boz
that let users run the compiters it had alrrady written. [ flav
The SoftCard was une ol o\-licru.s-_ul'l's rare whally uriginal ideas; Gates ;5 get
would later admit that it probably could and should have been patented. Bt was &1 on
a double win: Not valv would it likely save precious development time, it 3 did
A woukl provide a new source ol revenue, x the
But that praspective invume was way out in the future. As Lhings turned
out, the SoftCard project was anvthing but simple. For opencers, Microsoft did J’ not
not have a single hardware expert on stall. But there was one hardware engi- 1‘3 Pat
. neer whe had been langing around the offices a lor and had developed some 5 typ
cands of lus owne 2 orig
= Tim Paterson, an intense, oltug, bearded alumnuos of the Liniversity of 4 so i
Washington and the Retail Computer Stare, was an empluvee at Seattle Com- & stra
; puter Products, a monand-pop outht run out of suburban Tukwila by a jack- i tral
ol-alb wades named Rod Brock and supplving mostly memaory cards for §-100- ' tha

Eisidoma ity 2
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hus computers, In fate 1978 a sales rep lor the loeal Intel distribtor had put a

bug in Brock's car about a seminar covering the f'urthl:uming 3086 chip. The

seminar convineed Brack to sel Paterson to work on developing a CI'U
central processing unit  cavd for the S-100 bus. The idea was that vou could
yank youor gired old -bit S080 or Z-80 CPU and replace it with Seautle
Computer's state-of-the-art, high-speed 086 maodel. But once Paterson had
his two-card solution designed and built, there was no software to run on it
except his own assembler, debugger, and monitor.

Paterson gave Microsaft a call, Nevone a0 Micrasefi hat odor seen an 8036,
but they bad a few things almost as important: a commitment (o develup
suftware for the chip, the DEC-hased simulator of it and an 8086 version of
Standalone BASIC that Bob ORear had translated: from the S080 velition.
Paterson drove up Lake Wishington with a2 Cromemes Z-2 5100 box in the
backscat, and quite passilily the world's only BUR6 CPU boardset inside i1,

At Microsoft's affices, () Rear brought his 8086 BASIC down 1 the 8-inch
Hoppy drives of the Cromenteo box and van it on an actual 8086 chip lor the
very first time, A eouple of minor bugs i his translation from the 8080 cersion

largely due o errors in the Intel documentation cxplnining the vorrespon-
dences hetween 8080 code and 8086 code initially kept the BASIC from
running. With the help of Paterson’s homebrewed debugger, the two solved
the problems. and |)_\' the end of the tln.\' Mivrosolt BASIC was running on the
8086 machine. The feat caracd Paterson a trip o the june National Compuater
Conferenee in New York.

For the 1979 convention, Microsoft shared 2 hooth with Eifehoat Associ-
ates, the biggest vendor of CP/M software, CP/M, for all its chaims of being a
standard, was a standard onfy in the most charitable sense of the term. Ma-

chines ware wildly incompatible  buses diflered | disk formats diltered, key.
hoards differcil, printers differcd  so there awere in ellect dozens of different
flavors of CP/M, all requiring programs to be adapted in one wav or anather (o
get them o run. Microsolt offered CPAM versions of its fanguages and worked
on custonizations with its OEM customers, but that lefy plenty of machines it
didn't support (lirn'll}’_ Lifeboat ficensed the languagcs rom Micrasoli and did
the tweaking for those machines.

But in the Lifeboat baoth that year, the most l'nl'\\'nnl-f(mking praduct had
n(nhing o do with CP/M. Microsolt's Standalone BASIC was runging on Tim
Paterson’s 8086 Scatile Computer CPLUL The cleanty engincered second proto-
type was displayed on top of the table, mainly because it didn’t work vet, The
original version, with gobs of unsightly wire-wrap all over it, actually did work,
so it was tucked awav inside the computer underneath the wable, The denon
stration was interesting but not ('Iﬂ'/'/.“hé: since the BASIC was a brute-foree
translation from 8-hit code, the 1a-hit machine didn’t appear to he much fasier

than (‘(7nl,.7l‘titi\‘(‘ S'l)ill’k‘l“-.
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That confercace was notable also for Microsoft’s first corporate party,
vomplete with buttle rockets being set off from the windows of the Plara
Hutel. Eventually Kay Nishi showd up in the hospitality suite with an assort-
ment of customers {rom Jopan whao had not managed to fiad rooms. Chris
Larson, tempurary director ol entertainnient, suavely took charge and ordered
seven rollaway beds that were cventually brought to the room by a procession
of puzzled Imllhups. cach of whom Larson grandly gave a $10 bill. The accom-
modations were adequate, exceit fur ene Japanese gentleman carryving §20,000
mcash, who msisted on sleeping in the closet. Gates and Company then
repaired across the street w the Playboy Club, where his money-saving practice
ol renewing his membership oaly in alternate years caught up with him when
the doorkeepers noticed that the card had expired.

It was at that conlorence, over drinks, that Paterson learned about 2 project
Marc McDonald had been working on since the Albuquerque days - an operat-
ing system called MIDAS. Strictly for 8-bit computers, it wasn’t something
Patersun could run on his 16-bit CPU, but it was designed to have all sorts of
nilty featurcs. What interested Patersun wasn’t the operating svstem but jts file
system  a variant of MDonald’s Standalone BASIC File Allocation Table
(FAT) scheme. 1Cimerested Paterson because he knew that one of these days
he'd need an operating system ol his own lor his cards, When he'd contacted
Digital Rescarch to tind out when their version of CP/M for the 8086 chip was
coming, he'd been told December.

Whilc waiting for the 16-bit uperating system to appear, Paterson had
some tme on bis hands. So Paul Allen hired him s a consultant Lo develop
Microsolt's new hardware product for the Apple I, ten dubbed the Z-80
Card. The inital '(Qlan was 1o have the board run customized versions of
Microsolt’s Z2-80 lax.wguagc-s in the “background,' while the Apple’s 6502 chip
managed the rost of the show, but when the limitations of Apple’s primitive
operating system hecame clear, Raburn came up with the better idea of having
the Z-80 chip run CP/M.

Still, the project bugan as a comedy of crrors. As Raburn remembered it
" We went through like 178 dilferent revs {revisions], and we could never get
the thing 16 work. It ok us four revs to figure out that the 6502 was a

dynamic device,” one that vwould not retain its mernory without constant
“refresh’” signals. “Tim didn’t know that, so cvery tme we would switch
vou know, we'd put the 6502 ro sleep, switch o the Z-80, and when we

, came back 10 the 6502, the system would crash.” For Allen, the hardware

enthusiast, it was an unpleasant reminder of the endless delays in the construc-
tion of the Tral>Q-Data machine.

There was also the question of software; nobadv at Microsolt had much
expericnce with the Apple machine. Bue the answer had litevally walked

twough the door a couple of months carlier in the Torm of Neil Konzen, a big,
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alfable, gooly high school senior who had gotren deep enough into the mysier-
ies of the Apple to have written a program editor fur it that he was sclling
through the mail. When he read in Bree that Microsalt, the originators of the
amazing Applesoft BASIC, had moved to his hometnen of Bellevue, he got on
his bike and rode right over.

Konzen was first handed to Mike Courtney: The man who had turned Bill
on io APL was now working a Microsolt. Konzen explained that he was

working on a project to enhance Applesolt BASIC and that he had disassembled

the code— a task somewhat akin to taking a watch apart 1o see exactly how it
works. He wanted to spead up his programs, so he requesied o ERC Hm
Applcsoft source cade. whith would make things casicr. Within minutes he had
talked his way into audionces with Paul Allen, Ric Weiland, and Bill Gates.

Konzen was a curious character, but he clearly knew his stull. Sell, to
Micrasoft the source code was the family jewels. Gates agreed to show Kanzen
the listings providc.cl he would swear not to give away any trade seorets, That
evening Konzen was still high from the mecting. “Rack then, nobudy had heard
of this computer stuff. [ was beside mysell” -vou know, just being able to goup
there and check out these listings! . . . So, naturallv 1 went back under more
excuses and’ guises.”’

Konzen and Gates hit it ofl. Neil managed to impress Bill br pointing vut
such things as a bug in the linc-dvawing routine for the TRS-80 BASIC. And
Konzen was captivated with the adolescent ¢lan ol the company and the man.
Walking down the hallway or during a slow spot in a meeting, Bill would
spontaneously leap in the air and try 1o touch the ceiling. Koneen and a friend
once found Bill bouncing an a minitrampoline in Micrasoft's lobby aned warneel
him to. be careful or he might hit his head. "1 can hit my head i T wam o, Bill
said without missing a beat. "'It's wmy company!”’

Konzen kept going back: Eventually hie was offered a part-time job working
on the software side of Paut Allen’s Apple It hardware venture. But because the
hardware wasn’t anywhere near ready, Konzen marked time on a variety of

other projects. By the end of the year, when the hardware hegan o work at
least some of the time, Konzen began adding enhancements to the rather hare-
bones CP/M RASIC, putting in featurcs and color graphics ta make it competi-
tive with Applesoft- -and stepping on the toes ol other variants heing devel-
oped at the same time from the single gargantuan BASIC source fle. "We
would constantly screw each other over,”” Konzen remembered. “*As a begin-
ner, | screwed other people more than they screwed me.”

The Z-80 SoftCard had its first public demonstration at Micrasoft’s hooth
at the West Coast Computer Faire in March 1980 leading Zilng 1 demand
that its **Z-80"" trademark be deleted from the name forthwith. Still. the bouth
attracted tremendous crowds despite the product’s obvious failings. *“The total

wnarketing as one brochure . . . and we had onc litde round thing that was
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and disk space, both quite vspensive in this cra. Besides, Microsoft had its
hanels so lult customizing versions of BASIC and its other languages to the spate
of pew machines that kept voming through the doar, particularly from fapan,
that it was unwilling to divert precious resources to XENIX: At the outset, the
XENIX team consisted emirely of Product Manager Bob Greenberg and Pro-
gram Manager Gordun Letwin, The first version ol XENIX, due in November
1980, would be for DEC's PDP-11 machines - which wouldn’t be hard, since
DINEN b by chevelapeeed on thnse very machines. and adaptation was wivial.
The harder “pors’™  adaptations for other machines - were to come later.
Andl eventually they did. But XENIX did not manage to become the 16-bit
standard, What tack that prize, what beat out the academic clegance of the
UNIX derivative, was a rough-and-ready litde operating system that wasn't
portable, wasn't terribly versatile, didn't offer even a tenth of the *‘abundance
of auxiliary software that accompanies the XENIX 0S,” and by the standards
of sume computer purists wasn’t veally an operating system at all. 1t was an
wperating system known as QDOS, and not even Bill Gates knew about it. At
the time the XENEX project began, you could count on the fingers of one hand
the worliwide total of people who had ever heard of the Quick and Dirty

Operating Svstem.
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Sams, hardware guru Lew Eggebrecht, and a vontingent of folks trom 1IBM. As

Gates would retell it with his typical Hhir {or exaggeration:

They said. ““VWe have a loc of things 1o do. w let's o them in
purallel. We'll have our legal teum mect with your legal 1eam, we'll have the
purchasing team meet with your purchasing team, we'll hare ovr technical teum
meet with your technical team, so we can do four or five thinys at once.” HEll,
that s fine, but that's me who is going to do those things and { can do only

mc{l-'bc two thmgs at once. sa we're not gomng to Bic abie v hu:'e_;'ivu shinultane-

ous meetings.

Ome would have to do.. Bill Gates signed a consulting agreement that paid
Microsoft the sum of §13,000 for a momh’s work un “developing a more
precise specification of the software requirements for JIBMs] system ™ For the
first time, 1BM fullv disclosed 1o Microsoft all the rechnical minutiac ol its plan.

But now one of the foundations of the plan- - the use of 2 16-bit processor
—-was being called into question. If IBM couldn’t find an off-the-shelf 16-hit
operating system, how could it huild a 16-bit machinc? Sams wondered if Gates
konew of a 16-bit altermative. Well, there was XENIX, Gates suggested; unfor-
tunately XENIX wouldn't cven hegin to run on a los -end machine like the anc
IBM had in mind. But the Gates luck, sometimes known as Paul Allen, held
again, Allen happened know of a computer cagineer who was almost as
frustrated with Digital Rescarch as IBM was. Like giant IBM | this mom-and-
pop-shap engineer had a 16-bit machine and had been thwarted in trying to

buy an aperating: system for it. The engincer was Tim Paterson of Seattle

Computer. ;

Once it had become clear that Seatile Computer had Jost Microsolt’s
SoftCard business, Paterson had gone back ta tinkering with his 16-hit board-
set. By April 1980 Digital Rescarch's promised delivery date for CP/M-86 had
long since passed, so there was still only one major software product that coukd

run an the Seattle Computer machine: Micvosuft's standalone BASIC with its
rudimentary built-in operating system. Since that was kind of limited, Paterson
set out to clone CP/M on his own, The result was what he called QDOS-
Quick and Dirty Operating System,

QBDOS wasn't an absolute clone of CP/M. Remembering his conversation
at NCC with Mare McDonald about File Allocation Tables in his unfinished,
large, and never-relcased 8-bit MIDAS operating systemy, Paterson decided that
the FAT scheme was a better way to handic disk information than the way
CP/M did it. Paterson alsv made modest improvements for users. With
CP/M, capying a file from drive A o drive B required the gaoty svntax Kildall
had adopted trom old DEC operating systems:

206
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PIP B: A:FILENAME

With QDOS you simply typed

COPY A:FILENAME B:

Paterson also changed CP/M’s classic A> prompt to A:, borrowed the
idea of 3 command-line editor from North Star DOS, and added elements from
CDOS, Cromemceo's CP/M done.

But for programmers’ onvenience, QDOS mimicked e\-ur}' last internal

function call ol CP/M, along with many other technical aspects. So close 2
clone was QDQS that the preliminary user’s manual for its public unveiling as
86-D0Y (Disk Opcrating Systemsy carried this dischimer:

SPECIAL NOTE: 86-DOS is not selated 1o the popular CP/M operating

system of Digitul Reseorch. Disk direciory formatiing and space ailocation are

completely different and incompatible. §6-DOS docs, however. provide o ucility
called RDCPM swhich will transfer files from CP/M disks 10 $6-DOS disks.

Further, vperating system calls and calling conventions have been provided

uhich make possible autemenic transleron of Z80 programs wriien Jor CPIM
o §USG programs thae run under 86-DUS.

In fact, translating okl programs or writing then: from scratch with Paterson’s
bare-bones assembler were the only ways to get software running on his new

DOS.

Languages were chearly called for, and in carly August Paterson wrote Bob

O'Rear about.adapting Microsolt BASIC for the new operating system. Scattle
Computer’s general manager, the well-traveled former Boeing sales rep, news-
papur editor, and veal estare salesman Rod Brock, then wrowe Paul Allen 10

proposc a cross-licensing arrangement., Seattle Computer was oflering to swap
the right to license 86-DOS Jor the right to license Microsoft’s languages.
Result: When the IBM emissaries at the August 28 meeting asked about 16-bit
operating systems, Bill Gates hinted he might just be able to find one.

Over the next few wueeks, inintermittent meetings with IBMers, particu-
larly Eggcl)ru(:ht, the Micrasolt consultants, primarily Gates, Nishi, and
O'Rear, forcefully cxpressed their opinions of what the IBM machine ought to
be. With t¥pical wild panache, Nishi grandly pushed for cverything he could
gt mare nremury in the box, more colurs on the sereen, more keys on the
kevboard, Gates essentially plumped for a 16-bit version of the Oki machine,
minus the built-in printer, plus rudimentary sound capabilitics.

On aceasion Gates would put in a pitch for the faster 8086 chip, the more
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86-DOS. But there was still no formal deal even after the initial sixty-day
agreement period had passed, and the redrafted contract Ballmer sent Brock
later in the month omitted the $10,000 front money that had been originally
agreed to. With the restoration of that clause and a few other modifications,
the license agreement was signed early in Janvary. On that one, William H.
Gates reverted to ‘‘style” as president.

From the relative calm of Seattle Computer, Tim Paterson dutifully sup-
plied fix after fix to DOS—such things as better error messages and a change in
his As [.;rompt to the CP/M-like A>—for transmission to the unknown cus-
tomer and the unseen machine. The only early inkling of the customer's
identity came when Rod Brock fielded a question about 86-DOS from someone
at IBM. When Brock inquired where the caller had gotten a copy of the
program—at the time there werc only seventy or eighty in the hands of
customers, and Brock didn’t recall any having gone cut to the Armonk behe-
moth—the caller hemmed, hawed, and hung up.

At Microsoft, Bob O’Rear methodically. adapted 86-DOS to the Chess
machine. Every dme he got new code from Paterson, he would move it to the
prototype machine via a wildly kludgy multistep process that involved a stroll
from one end of the building to the other and the use of three different
machines, not counting the IBM prototype. But by the beginning of 1981—a
month after it had been delivered—the prototype still refused to work reliably.
ln the heat of the storage room, wires on the dircuit boards would randomly
disconnect, creating intermittent problems. As O’Rear wrote 1BM, *'it some-
times takes days to ascertain whether the problem lies with the hardware or the
software,” and “‘to prove the hardware is actually failing takes days of our
time.”’ The color video cards refus_}'ed,to work, and in the dark some of the
components of the power suppl)f actually glowed- -before the unit failed en-

tirely.

The phone lines between Bellevue and Boca burned with endless questions,
complaints, fixes. The already tight schedules were beginning to slip. [t wasn't
until late January that O’Rear was able to bring up DOS and BASIC on the
prototype machine. By February 2 he asked IBM to take on the responsibility of

testing some of the software in order to keep as close to schedule as possible.

A bailout clause in the contract expired on March 1. When that date
passed, it became clear to Microsoft that IBM:- was not likely to abandon the
project. On March 12, after'a series of troubleshaoting visits from I1BM staff-
ers, Ballmer wrote IBM's Harrington reminding him of the sixty days lost
before the prototype actually worked and confirming a vevised schedule for

software delivery.

One of the saviors of the project was Microsoft’s sct of minicomputer
development tools—especially the 8086 simulator that had been begun on spec
back in Albuquerque. Those tools allowed programmers ta keep cranking code
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sereen,  getting pissed oll when a sell-described “random itk grit” like
Konzen camc up with a better algorithm for a graphics routine,

Gates and Konzen were vesponsible for one of the addest programs (BM
ever relcased: DONKEY, a game in which the plaver’s car tries to avoid hitting
the eponymous animals-- - one of the few real-life driving experiences Bill Gates
seems to have missed, *"Sunday afternoon it was the two of us in that swealy
room,"’ Konzen recalled. [ drew the thing. [t was supposed to be a cow, aml
it was a feeble litthe cow, and we figured, *Okay, it's a donkev.” "' Avoiding the
beast was no thrill; hitting it, however, blew a rasphberry from the speaker and
displayed the message *'BOOM! Donkeyv loses!™

The gencrnl weirdness of the program was not lost on the 1BM wild ducks,
who threw it on the DOS disk anyway. IBM wasn't all that particular abowt
what it sent out to its entry-level customers. With DOS, it would also tossina
rudimenmr_v text cditor called EDLIN, written by Tim Paterson back in the
Quick and Dirty days and initially unintended for public consumption. It weukl
survive {or more than ten vears,

IBM was of two minds about Microsuft. On one hand, this outlaw hand
was clearly violating the cherished security protocols. The 13M cops had al-
ready fretted about a possible security gap involving the huthbox closet’s false
ceiling. At their direction, chicken wire had been installed above it in order 10
prevent untoward attacks.

But a surprise visit April 9 from Big Bluc's sccurity troops revealed maore
shocking lapses. Parts ol the prototype were found vutside the locked room;
programmers were cavalierly handling IBM contidential information rather than
logging it in and out to their offices; the door locks were appallingly flimsy.

And that was just what the IBM police found out abuut. In truth, virtually
everybody in the place knew about the “secret” machine, kids like Neil
Konzen werc bringing their girlﬁ'icn(|§ and pals by to sce it, and on ene
occasion, the delay between the -time Eggebrecht arvived and the time he
actually got to work on the machine led him vo suspect that Bil had taken it
home.

Yet on the same April day Ballmer was writing IRM o smuoth over the
security snafus, he sent another letter to sell the company even more soltware.
Typing Tutor Hl, Time Manager, and: Olympic Decathlon werv all develuped
ckewhere but published by Microsoft Computer Praducts for other machines,
and then there was Letwin's Adventure. A Rith product was little more than an
idea: a low-end database that could handie Japanese Kanji characters as well as
English. Finally, there was Electronic Paper, a VisiCale knockoll discussed for
months but barely off the drawing board.

Ballmer’s initial quote for the Tow-end products was a per-copy rovalty on
the order of §3 to $5, with adaptation fees from $9.000 to £30,000. For

Electronic Paper, he thoughe bigger -a royalty of $20 per copy. with a mini-
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mum of $1 million over two years, plus an adaptation {ec of roughly $50,000
all for 4 product that existd solely as a design prototype. IBM said yes 1o
L-\'ur_ylhing. Gaood old American salcsmanship had scored ag_ain.
in May, after a falling-out with Rod Brock over Scatde Computer's mar-
keting straregy, Tim Paterson strolled through the door as an crplovee of
Microsolt. Old Retail Computer Store cohort and current Microsolt Pascal
wizard Bob Wallace greeted hime at the reception desk. had him sign the
standard nondisclosure agreement, and ushered him down the hall to a hot
litde closet. it was there that Paterson got his first glimpse of the machine
whose operating svstem he ha been fine-tuning for months and was now
virtually complete. Indeed, much of 1BM's DOS wdhniaal documentation had
heen lifted directly from Paterson’s 86-DOS manuals for Seattle Computer.,
At IBM. marketing considerations, not technical ones, were bhecuming
dominant as the machine turnad real. One faction wanted to call the machine
“Freedom,”” bur the name thai stuck was classically simple: the 13M Personal

Computer. It would be the first IBM computer marketed without a number,
although it had one 5150 discreetly on the back. And it would be the
Hagship product of the new Business Centers of Scars that were nat all that

ditferent from the Tech Conters Bhir Newman had proposed.
Word of the PC was beginning to leak but to the workd at large. The code
name was changed from Chess to Acorn, but except on olticial correspon-

dence, nu one paid much auention; st Microsalt, the machine was cammonly
known as HAL. after the computer in the film 2007,
In May Bill Gates wrowe I1BM's Estridge proclaiming his enthusiasm for the
project and smaking two requests, Firse, be and Paul asked 1o be invited to the
official rollout of dhe machine  a request that l.-’..-:tridgc denicd. The second
reguest n'as_pmx"lighlwacl Bill Gates hustte: He asked for a special group-
purchase price on Chess machines  and apparently got twrned down on that
tno,
The nows leaks increased. Gates and Ballmer grew [rantic about the possi-
bility that IBM might trace the leaks back 10 Micrasult which, given their
cavalicr sceurity precautions, was far from impossible. They had already spilled
the beans o venware aapitalist and mentor David Marquardt, and he clearly
wasn't the onlv one. By early Junce an fnfoltorld report deseribed the machine
reasonably accurately. Efecirome correctly added the fact that “its disk operat-
ing system, developed by Microsolt Ine. of Bellevue, Washington is similar to crew
CP/M and will be called 1BM Personal Computer 1208, The report was on 25 blank
target: 1BM had rechristened 86-DOS to its own taste. Although the 1BM : k
Personal Computer Disk Operating Svstenn would soon become known famil- was f
iarly ax PC-DOS, neither Microsalt nor 1BM ever trademarked or officially 3 injun.
used thee oo, ; shark

Suddenly there was a lot of dnterest in that mysterious DOS. fapanese : woulk
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customers began contacting Microsoft about the possibility of licensing it-
something Microsoft was eminently permitted to do under the terms of its
agrecments with Seattle Computer and IBM. In June Rod Brock began getting
calls too—Tfi-om Eddie Curric ol Lifeboat Associates, the leading independent
distributor of CP/M and CP/M software. Currie was offering to make 86-
DOS Lifeboat’s 16-bit standard, and he was prepared to back the offer with
money-—a couple of hundred thousand dollars of it.

News of Lifeboat’s offer woke Bill Gates up to what he was sitting on.
Originally he had looked at this checsy littie operating system as just another
way to sell his languages. Now—-Wimess the transformation!-- -this cheesy little
operating system was supporting Microsoft’s fledgling applications business
too. And if the Japanese clamor was any indication, this cheesy little operating
system might just be 2ble to make some money on its own.

This would: piss off Gary Kildafl, who had for about a ycar been peddling
his true Janguage love, PL/I. Bill Gates viewed that as violating an unstated
agreement that Microsoft would stick to languages and Digital Rescarch would
stick to operating systems—an agreement he himself had long since breached
with XENTX. But it was beginning to be clear that any “'agreement’’ had long
since died. Bill was doing DOS; rumors were Hying that Gary was planning to
buy Gordon Eubanks’s Compiler Systems, swhose main product was CBASIC. If
you messed with BASIC, you were messing where Bill Gates lived.

But now Bill Gates was clanking around in Kildall’s operating system
garage, and although CP/M-86 was still late, Kildall was not about to concede
defeat. Having gotten wind of Microsoft's DOS deal and seen a-copy of 86-
DOS, he and attorney Gerry Davis were pointing out to 18M's legal depart-
ment and Don Estridge and anyone clse who might listen that there were
suspicious similarities between DOS and CP/M--—similarities so substantial that
they skirted the edges and possibly éven breached the bounds of legality.

Under similar circumstances, Digital Rescarch had convinced earlier
CP/M dones, such as Cromemco’s CDOS, to acquire licenses. The hint of
some sort of court action--a delightlul litde California injunction, perhaps,
something that might cast a pall over the initial product rallout, caught the
attention of the litigation-shy IBM.

Still, Kildalt had little stomach [or suing a behemoth whose legal depart-
ment probably had a bigger payroll than his entire company's. When he and his
crew met with Don Estridge, IBM's laid-back engineer confronted them point-
blank. What did they really want?

Kildal! said he wanted CP/M-86 to be offercd on the 1BM machine. That
was fine with Estridge. In exchange for an agreement to drop any thought of
injunctive relief, he struck the deal. Bill Gates would shortly find himself
sharing the IBM machine with a2 competitor he thought had disappeared. He
would fater charge that IBM was “blackmailed into it."

211



Case 2:05-cv-01719-TSZ Document 14-5 Filed 03/15/07 Page 15 of 30

- 174-

It was time to take off the gloves. On june 25 Paul Allen took the first step
to acquire Seattle Computer's 86-DOS outright. In a letter to Rod Brock,
Allen proposed that Microsoft buy all rights. to 86-DOS for $30,000, plus a
free license to Microsoft's 8086 macro assernbler and linker. Microsoft would
take over the chore of supporting and revising the product, and SCP would get
whatever cnhancements Microsoft might make, free of charge. As Allen wrote,
“*You would be releived [sic] of the support of SCP DOS and have extra cash to
potentially expand your hardware efforts, while we would be able to try to take
CP/M-86 to the mat.”’

On July 10, two days after recei ving the $15,000 payment due from
Microsoft for its sublicensing of 86-DOS source and object code to one un-
named customer, Brock made a counterproposal. Tony Gold of Lifeboat, Brock

wrote, was offering "*a substantial up-front payment, with the guarantee of
scveral $20,000 royalty payments,”’ for the right to sell 86-DOS. **His interest
i3 also the reason the exdlusivity portion of the proposed agreement has such a
high price tag."” Brock suggested a fee of $150,000, plus the right to license
Microsoft languages at a discount. [n return, Microsoft would get the exclusive
right to license 86-DOS to all OEM customers except those purchasing SCP’s

hardware.

Gates, Ballmer, and Allen met to discuss the propesal. High price tag? As
Ballmer remembered it, “‘the $150,000 number we all agreed was jusi this
mighty grab for gold.” Bill saw this whole Lifeboat thing as out. of control. The
$150,000 figure would, in typical Gatesian exaggeration, ‘‘bankrupt the com-
pany’'—this from the same Bill Gates who reportedly made $1 million and
paid $500,000 in federal income tax that very year.

Allen thought something like $50,000 might get the deal done. That num-
ber was fine with Bill. But he insisted that the deal be an outright purchase, not
a mere Jicense. He reminded Paul about the hasstes involved in their original
license, with MITS and what had happened when that agreemeat hadin't worked
out. It was better, cleancr, to own a praduct outright.

"*Ar this stage of the game,"’ according to Ballmer, **we werc trying to put
together a business arrangement which would allow us to feel comfortable
about being aggressive in terms of moving forward with our DOS plans with
IBM and with other customers. And in that context, Bill’s judgment and gue
told him that the best thing is for this to be something that’s clearly ours and
¢learly unencumbered and something where we could have fexibility to do
whatever we wanted to do with it."

Gates knew the deal had to be done fast. By now the new IBM machine was
an open secret, and Brock was sure to have guessed who the unnamed cus-
tomer was. Stll, Brock hadn't yet seen the machine and couldn't possibly
understand just how important it was likely to be. Ballmer rushed the deal
through, personally delivering the papers to Scattle Computer’s offices. 'l
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vent down there . .. as part ol the process to et the license signed, get the
license signed. get the license signt‘.‘(l. Bill had heen pushing on me. We
knew the IBM Personal Computer and MS-DYOS, not §6&-D0OS. but MS-DOS,
would be announced sometime in the not-too<listant future from the end of
S July. And | wanted te have this agreement signwl before the IBM PC was
introduced.””
The final agreement, signed on July 27, sold 86-00 outright o Micrasoft
for an additonal payment of $50,000. In return, Seattle Computer got 2
royalty-frec license back, permitting it to license the use of the software to

purcharare of harchaare n: actared he Seler Seartle Computer yeould
also get “updates andd enhancements,” hall its development coste for a pro-

cted multiuser DOS, and licenses to Microsoft's fanguages at voughly hall the

If Gates was worried about Kildall's fcgnl saber-rattling, he didn’t show it.
he still-evolving laws continied to indicate that vou could sue someonce who
iwiped partions of your source code, hut not someone who reverse-engineerud
t. Microsoft agreed that il DOS somchow intringed on somcone's copyrighe,
cattle Computer would be liable for no more than the amount of the deal.

Brock felt it was a reasonable arrangement. He was in the hardware busi-

hiess, and now he could aflord to give his operating system away, “'Cash was
g g% :

mportant. . . . We visualized that we would have a tremendous advantage

ver any ather OFEM because we didn’t have to pay for the license,”" and the
cetheart deal for the languages meant he coukl price those low wo. Tim
terson, still a shareholder and dircctor of Seattle Compuger, dlid know what
Was going on with [BM, though his nondisclosure agreement as a Microsoll
mployee kept him from telling Brock. He yead the contract and “‘thought it
as a fair deal.”’ i
It wasn "t just a fair deal for Micrasolts 1t was the deal of the century. For a
grand total of §75,000- §25,000-0n the first agreement, §50,000 on the
ond—the company now awned DOS lock, stock, and barrel  or thought it
. Bill Gates would go on 1o make 12038 the foundation of his cmpire. But he
not heard the last from Rod Brock.
~Gates and Company were begioning reach an audience outside the
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Microsoft's team was in virtually daily contact with the Mac group, ironing '

out scores of programming guidelines, interfaces, standards. Jobs's Pirates and
Simonyi's Smart Guys seemed mirror images, young, iconoclastic, pizza-fed,
Coke-drenched, fuck-you rock 'n’ rollers of the digital world. At one point
Microsoft had as many programmers assigned to the project as Apple. This was
the computer of the future, everyone was surc of it, and the teams worked with
all stops our. "It was the highlight of our career to work with that bunch, and
we were like this,”’ Simonyi remembered, crossing his fingers emphatically.
**We bet everything on graphical interfaces——everything.”

But the Macintosh hardware kept changing, complicating the job. The
initial 64K of memory was quickly upped to 128K. Then the screen resolution
was increased from its initial grainy level, stealing back some of the memary
that had been added. Then the disk dvive was changed from the Lisa's disas-
trously unreliable “Twiggy” model to Sony’s new 35-inch hard-cased design.

Microsoft managed to make numerous contributions to the Mac’s final
software design——allhough their exact nature is a matter ol debate. '*We
helped them debug their operating system, and we suggested changes and
additions,’’ Neil Konzen remcmbered. **We had ideas for the ROMs and the
interfaces and the ‘toolbox,’ as they called it. We also argued about the user
interface guidelines——a]though we didn't have as much impact on that as we did
on the code or the technical stuff.””

The Macintosh’s developers today downplay Microsolt's role, acknowledg-
ing that the Bellevuc team suggested improvements, refinements, and fixes, but
maintaining that it rarely proposed specific clements. Micresoft programmers
proudly rattle off a short list 6f items to which they chim joint creative
ownership—iterns such as-the terms *‘radio button™ and *‘dialog box,”" the
arrangement and display of same of the pull-down menus, the double-border-
ing of default selections, the way windows were zoomedl to fill the screen.
According to Andy Hertzbeld, at lcast onc essential contribution came from the
chairman himself: During early discussions in mid-1981, when the Mac was
still without a file system, Gates suggested the Ale allocation tble (FAT)
scheme he and McDonald had devised for Standalone BASIC and Paterson had
adapted for 1DOS. The Pirates quickly commandecred it for the Mac.

Mike Boich, the original Mac “‘software evangelist,”” admitted that the
Microsoftics **were the first guys trying to do really ambitious applications on
top of the operating system, and the operating system was in a vory rudimen-
tary state when they first saw it, so they certainly got to say, ‘Loak, we could
do things a lot better if voudid X, Y, or Z.' . . . I there's a theme to those
discussions, it’s that the Microsolt guys were always looking forsmore power
and features; the Applc guys were always looking to keep the stff just as
simple and conceptually pure as possible.”

Microsoft was not sitting on its hands with the technological tutorial from
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Tokyo as MSX. MSX was designed for the bottom of the market  home
computers costing fess than $300. An MSX machine would include a Z-80
processor, specificd sound and graphics chips, a joystick, a slot for a ROM
cartridge, color-TV output, and 32K of ROM that included Microsolt BASIC
andl some special subroutines. The idea was to offer a standard in the 8-bit
world much like the one DOS and the 13M PC presented in the 16 bit arena,
and to leaplroy Digital Rescarch’s CP/M by including all the bells and whistles
it lacked. Under MSX, based in part on technology From a Hong Kong outlit
called Spectravideo, software develupers coukd develup their genie, enicriain-
ment, and educational software and be assured that it would run on a variety of
machines without reworking.

This was mostly a Nishi enterprise ASCIl's longtime hacker-king Rick
Yamashita was the technical wivard behind it - and Bill Gates saw jt as a sweet
deal. Companies could license MSX {rum Microsolt for $100,000 in advance,
plus a minimum ruyall_w_r" commitment of $150,000 against voyalties ranging
from $3 down to 52 per machine depending on volume. In return, they'd get
Jittle more than a set of hardware specifications and the code for Microsoft's
ROM BASIC interpreter. 1If they wanted to offer a disk drive, they could pony
up an additional lee of $50,000 against $S per copy for sumething called M3X-
DOS, essentially an 8-bit version of MS-DOS that would be written by DOS
creator Tim Paterson, who by this time was working as a consultant 10
Microsaft. It was the old Albuquerque technique: Write it once, sell it often.

In Microsoft Quarterly. Bill Gates hailed M5X for allowing '*Microsoft
deliver a single form of BASIC to all the newcomers in the low-end marker,
leaving us frec forus on the office market’” - a ypically tactlul Gatesian hint
that MSX customers wore not exacgly Micrasaft’s top priority. Still, flteen
Japanese companies, including Matsushita, Hitachi, Sony, Tushiba, and Yamaha,

signed up for MSX, giving Microsolt and Nishi's ASCH an instant $1.5 million

cash windfall, [n the carly going the singular absentee was NEC; its command-
ing lead in the Japancse arcoa gave it no incentive to jain a me-too consortium.
One boost came after the midyear Consumer Eleetronics Show, where Philips,
the Dutch electronics behemoth, joined the bandwagon. At that show, Nishi
held up a single-chip integrated version of the MSX hardware  one ul his first
ventures into chip design, which would become an ASCH specialty and one of
his personal hobbyhorses.

Nishi had plenty of those. As a publisher of magazines, he had diversified
into becoming a publisher of software. Now he was urging Bill Gates to take
the opposite tack  in part to help pave the way Tor Microsolt's increasingly
retail business to get a fuothold in outlets it had never reached before. The fiest
venture that looked appeating was PC Maguzine, which founder “fony Gold had
put on the block late in 1982 Seeing himsell about to be squeezed ow, Bill’s
old MITS pal David Bunnell, the magazine's editor and publisher, appealed to
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¥ Elsewhere in the region was a headquarters in far less fortunate circum-

stances, Rod Brock's Seattle Computer Products had fallen on hard times. Its
multifunction add-on boards for the IBM PC, initially designed by Tim Pater-
son of DOS fame, did well for a time, but by 1985 Taiwanese boards were
selling at retail for about what it cost Seattle Computer 10 make its own,
Brovk's Gazelle machine had become a casualty of the push toward 1BM com-
patihility, ""a compuier ut nothing would rus un.™ Alter a mmjor five at the
headquarters in 1984, Brock began actively looking to unload the company.
Amang Scattle Computer's few remaining assets was jts free right to
license MS-DOS and “updates and enhancements’ to purchasers of its hard-
ware. To a clonemaker, that license would mean a chance to undercut the
rompcetition by not having to figure Microsoft’s DOS license fee into the price.

But by pulling such 2n end run, a cloncmaker might piss Microsoft off, which
might mean no BASIC, no Windows, no fancy new DOS. Brock offered a
finder’s {oe to peddle the DOS license, but no buyers came forwayd.

The agreement limited the free license to one copy of DOS per “CPU”
purchased. CPU mcant **central processing unit”’; in the indusiry it could
mean cither the main computer—say, an IBM PC - or the chip that ran it. In
desperation, Brock decided to “sec how far the language would stretch’ and
offered a tiny board that contained an 8088 chip—--a “CPU”—-and a bit of
circuitey that let users switch between scparate banks of memory. Since the

chip duplicated the onc in a user’s machine, and since no packaged software
would work with the memory-bank scheme, the board was essentially a rusc to
have sumcthing with which to bundle a cheap copy of DOS. As Brock recalled,
**Microsoft didn’t like that.”” :

*Se mavbe, Brock suggesied, Microsolt could buy Seattle Computer. On
August 14, 1985, Brack wrote jon Shirley guessing that the MS-DOS license
would be worth, about, oh, say $20 million--and to a repurter from Ir!/brma-
tion Week publicly Hoated his interest in sclling. Shirley responded two weceks
later in high indignation: "*We were shocked to harn of your exaggcrated
interpretation o SCP’s rights under the agreement and the astronomical value
you have suggested.”” In Microsoft’s view, he stated, the license was limited to
**purchasers of SCP manulactured 8086 chip machines; and it does not autho-
rize any use of Microsoft's trademark *MS-DOS™ "' - and besides all that, it
was nontransferable.

That was Microsolt’s interpretation, though the terms ““8086'" and ""non-
transferable’ were nowhere in the contract language concerning SCP’s rights
to license DOS. Moreover, Seattle Computer had in lact been the first com-
pany in the workd to publicly promote the operating system under the name
MS-1DOS, with no gripes from Microsoli.

Negotiations went nowhere. [n Bill's view, he had already bought the

*
r
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product; he was not about to buy it twice. Ser in carly February 1986, Scattle

Computer filed suit in King County Superior Court, demanding cither that

Microsoft acknowledge SCP’s right w wansfor its MS-DOS license or that

Microsoft turn over most of the DOS revenues it had carned and declare the

agreement null and void. Damages were set ar over 520 million and could

conceivably be trebled. For once, contractual language had caught up with Bill
i Gates.

The timing was exquisite: the existence of the suit had to be disclosed in
the public offering prospectus. “The company,” Microsoft sniffed, “belicves
that SCP's interprotation of the agrerment is erroncous and intends o vigor-
ously defend this action.”’

Yet therc was another royalty-free license out and about in the world, enc
that had the potential to do even more damage  the Microsoft empire. Its
existence was omitted from the PO papers cven though 8ill Gates had dis-
cussed it with the license holder just five days helore the stack enfied out 1o an
expectant public. The agreement had been negotiated by Paul Allen back in

" Pecember 1983 and signed by Bill Gates the following March. 1t was with an

- outfit called Falcon Technology.

Falcon Technology was. in clfect, DOSmuister Tim Paterson, who had
started a company 1o scll hard disk drives and other peripherals. By carly 1986

* Falcan was on the ropes, its debts amounting ta over $700,000. The company
did have 2 couple of assets——designs for a hard disk contrelier and 2 ROM
BIOS. it also had a very interesting DOS license.

; The agrecment had been part of Paterson’s consulting fee {or developing
MSX.DOS. It included free licenses to DOS 2.0 and 2.5 (soon venumbered
3.0), Multitasking DOS, and MS-NET-- and free updates through Decomber
1985. The licenses clearly extended to packaging DOS with hardware products
based on just about anything in the liirel 8086-compatible chip family and were

explicitly transferable to *‘any purchaser of substandially all the assets of COM-

PANY’s computer system products busincss.”” So when a Taiwanese hardware
firm came calling, it was time to see it Mr. Bill might up the ante.

Recciving no satistfaction from a telephone conversation, Paterson sent
Gates a contractually required letter on March 17, indicating his intention to
sell DOS with a varicty of disk controllers. This got Microsofi’s autention.
House counscl Bill Neukom met with Paterson the following week and dis-
puted his interpretation ol the agrecment. in a carclully worded  letter,
Neukom indicated Microsoft’s willingness to *peach an understandling’” —an
entirely dilferent face from the stonewall the company was presenting to Seattle
Computer and Rod Brock.

Gates and Allen met with Paterson toward the cnd of April. Inan carlior
agreement for MSX-DOS signcd by Steve Ballmer, Gates reminded Paterson,
there had heen a §30C minimum requivement on hardware 1o he shipped with
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DOS. “Bill Gates got pretty pissed at me when we first started ralking about
this: Like *What are you doing? We think the $300 value is still in there!’ ™
Paterson stood firm and reminded Bill that the later agreement explicitly
“‘merges all prior and contemporancous communications. ™

**He's huffing and puffing,” Paterson recalled. And bluffing. Gates snidcly
wandered where it would all end, saggesting that Falcon might ship DOS with
its ROM BIOS. ~after all, that was hardware, vight? No, Paterson shot back: A
ROM chip probably wouldn't be covered under the agreement, since the BIOS
was software, the ROM just the container. **So I'm going to try and have some
integrity here, VIl ship it with things that zre real hardware praducts. But
floppy disk controllers are §17.7

Paterson had called Bill's bluff, faced him down, and won. Microsoft
agreed o acquire the assets of Falcon Technology for approximately §1 million.
Paterson entered into 2 two-year employment agrecment with Microsolt at
$50,000 a ycar and ended up with 10 percent of a new entity known as Falcon
International and, later, Paterson Labs. For $500,000, rcpayable ta Microsoft
on easy terms, the new company acquired Paterson’s BIOS. software and disk
controller design, as well as a favorable DOS license and Paterson’s paid-by-
Microsoft services one day a weck. Eventually the company was sold outright
for about $10 million worth of stack in BIOS vendor Phoenix Software Associ-
ates.

For Bill Gates, it was one license down, one 1 go. The Seattle Computer
case was plodding through the courts, and at first the Gates luck seemed to be
holding. The judge who initially drew the case was one Gary Little, a social lion
who traveled in Gatesian circles and happencd 10 have been Bill’s constitutional
law instructor at Lakeside where, he later said, *“Trey was one of my best
students.”” Somehow that fact did not hother Litle enough for him to recuse
himself from the case. Seattle Computer's lawyer Kelly Corr, unaware of the
ronnection and acting on hunch, demanded and got anotherjudge--—along with
a blistering dressing-down from the imperious Littlesgho would: blow his
brains out in his chambers just two years later when his abuses of the law and

adolescent males surfaced in. the local press.-

As readily as it had scitled the Falcon license, Microsoft seemed absolutely
adamant about taking the Scattle Computer suit to the bitter end. Motions,
countermotions, discaverics, and depositions dragged on and on. The Gates

deposition in particular was like pulling teeth. Directing 2 superior smirk at the
aclmittedly untechnical Kelly Corr, the deponent answered with smug sarcasm
and petulant sophism.
Asked why the word “'hardware™ was used in the agreement with Scattle
-

Computer, Gaies shat back, '"You mcan lcaving the rest of the sentence alone,
like if vou put the word 'clown’ in there? 1 don’t know what you mean.”’

tr
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ng about “You could put ‘board” in there,” Corr pointed out in exasperation, *'you
there!?” *7 could put ‘sets,” you could put ‘memory cnhancers.”’

“We understood what their hardware was,™ sneered Bill Gates.

That turned out to be a major issuc. Judge Gerard Shellan ruled that the

attle Computer's originnl. long-nurmudod hard-

wplicitly

s snidely agreement applicd only to Se
QS with ware. As Tim Paterson remembered it, that “*wasn't what anybady had in mind
And | told the Seattle Computer side to ask for my

back: A when they wrote it.
he BIOS - opinion, and they tried to, but the Microsoft side, who of course was my
vesome .GuidE employer, objected and was ablc to say that my opinion was not relevant

ts. But ' hecause | wasn’L one of the parties. . Microsoft knew thev would be in

£ wouble if T said something.’” Having Paterson back at Microsolt was turning

icrosoft out 1o be even better than Gates had imagined.

million. Despite the judge’s restrictive ruling, Microsoft wasn’t entirely out of the
asoft at % woods. When the case finally wentto trial in lawc November, the jury was
- Falcon i essentiaily charged with deciding oune yuestion: Were recent versions of MS-
icrosolt il DOS *‘versions, updatcs, or enhancements” of Paterson’s original?

nd disk , Yes, indeed, said many of the witnesses. Not really, others declared. But
aid-by- the balance seemed to be tipping Seattle Computer’s way. Corr had {ound an
utright ‘ untcchnical avalogy ta drive home for the jury why upgrades of DOS were
Associ- > covered by the deal. It was as though, he said, Microsaft had promiscd SCPit

could have the pick of the litcer every time DOS had puppics. Now it was
saying that the DOS upgrades were some other animal entircly. Thereafter,

fer
/be = whencver a Microsolt attorney or witness would hegin talking about how later
al lion : DOSes weren’t covered by the agreement, Corr would wordlessly haul out

1tional a statue of a dog he kept under the table and place it in full view of the

y best jury.
recuse - Microsoft, which before the trial had made only token offers tg settle,

ing the ante. Gradually,"-day by day, kundreds of thousands were

of the began upping
I with appuaring on the table. But Rod Brock had a number in mind: one million

w his 3 dollars. Rumor would later have it that was Bill's number ton.
Taking the witness stand, a smug, cocky B8ill Gates came girded for battle.
mecant

x and
When Corr referred to “'your company,”” Gates asked if Corr

lutely Microsofi.

tions, Didn't, Corr asked, Gates own about hail the company's stock? About 0

Gates™ -i¥3 - percent, Bill said.

it the 588 “*You own about 11 million shares, don’t you?”

a “*Yes."’

““The last time 1 looked, it was about §50 a share, right?”’

casm

attle 3 : “1 don't look,” Gates declared.

one, “l's mice to have that luxury, 1 guess,”” Corr saic pointedly. The jury

T
) scemed to get the message.

219



220

Case 2:05-cv-01719-TSZ Document 14-5 Filed 03/15/07 Page 23 of 30

137

137 38

Adventure?: Gordon Letwin int.,
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“largued .. . small amount.’":
Thid.
“lavas ... real toy.*'; Rahurn
int., Mar. 13, 1991,
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Thid.
Uileaad L L L wome T:ogid,
Gates would . . . heen
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Raburn int., Mar. 15, 1991,
“We wemt | would crash.”":
Ihd.
“Back then . . | and guises. "
Neil Konzen ine,, Aug. §, 1991,
“lean hie ., . my companyt™':
Konzen, Microsoft videntape of
Bill Gates™s thicticth hirlhda_v
party, virea Oct, 28, 1985,
"We would L L serewed me, '
Konzen int., Aug. 8, 1991,
“The total . .. somcthing
working.”": Raburn int., Mar. 15,
1991},
“He'd came. .
thid,

s Bill's L, we're

this card.’":

nwing. " ibid.
“ihey used . that contract. "
el
“sporadic business . ., suspend
business.”. Leter, Paul Gilbert 1o
City ol Tukwily, May 20, 1980.
Gates would | . . per year.:
Gates ior. with Ditlea, Aug. 27,
1987,
e svear L 10 Apple = Purtia
Lsaaesem dnt., Qo 20, 1991,
UHe flew amazing thmg'*:
Mars Gates mi, Aug. S, 1991

*We thought . . . about i.”":
Gates int., Nov. 5, 199},
“1ihink . . . would go.™": More
Meyerson int., june 11, 1991,
“h's this . . . this building™':
Gates im., Aug. 29, 1991,

“He bad . . . famous pictures.”;
Gates int., Jan. 18, 1992,

“this guy . . . special
dlevator.”: Gates int., Aug. 29,
1991,

T L you selt?’: Gates int.,
Jan. 18, 1992,

“Theve was . . . was doing.";
Ross Perot int., Sept. 17, 1991,
“l should . . . needie him.”;
tbid.

“tdon'y . . . your life." *':
Mary Gates int., Aug. S, 1991
Ul sent . . . letter”: Gates int,,
Nov. §, 1991,

The highlights . . . in Osaka.:
Allen int., Jan. 9, 1992.

“onc of ., . agnal": Panl
Heckel int., July 10, 1991,
vombative and competitive.”':
Trip Hawkins, quoted in PC/
Computing, May 1991, p. 136.
He and . . . the problem.: Jim
Cdhn int.. May 30, 199].

The state . . . business expense.:
Bob Metcalfe, quoted in PC/
Camputing, May 1991, p. 138.
Steve Ballmer, the board member 535
in question, does not recall the
incidenz.

“by the . . . than 520.°’: Home!
Bus Standard document, undated,
circa 1980,

“a modular | L L of the
futuee."": Ibid,

“Encrgy Conservation
Convenienve,”: Ibid.

Anoufit . . ultimately killed - 5
Bob Mercalfe in, July 9, 1591, §
“lall . . . no mistakes.”":
Mewalfe int., July 9, 1991,

Under the . propusal stage: 478
Microsell dralt proposal, June 24
1980.

When vou . . to him.:
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CIBM dues L deemad
vanfidental.”” Thul.

This time . . BASIC compiler.:
Mark Ursino int , Mar. 26, 19972,
Baltmwer e, Juh 29, 1007,

We were L L L sultware, T
Ursinu int., Mar. 26, 1992,
folluw -up detter . . . the
l-\n:;‘u.lg\ a L T PR T TR
Ballmer, Micrusolt 10 Pat
Harringion, [8M, Aug. 26, 1980.
Gates st . . . Gany Kildall.:
Bhil Nebson i, Sept. (7, 1991,
Gates told .| arrange i
Gates int,, Spr. 2o, 1991 Ursne
mi, Mar 26, 1992, Balluer i,
]ul}: 29, 1991; Kitdall wt Aug,
13, 1991,

Vary went Hsmy **: l'rl'l'ln'rgl'r
and Swaine. Fre wn the lally,

P- 272, “hstead of buving
arplanes el playing aruund ke
somne al our competitars, we've
vatled almost vrersthing back mio
the anmpany,” Gates wikd a
veporter lonv Seartde Busines Journul,
Ovt. 19, 1981, p. &, As late as
1987, arcnrllmg ta 2 venfalential
document, Gates waa still wing
the phrase "“Gary went llying”” 10
diseribe DR's lost opportunity,
At the Victorian . | : Suupces

. regarding the meeting betwevn
(3 13 £

IBM and Digital Rescarch inclade
Phil Nelson ., Sept. 17, 199%;
Jack Sams wn Sept. 17,1991 G
Guervaise Davis in., Do, 6, 1991
iwe confidential inty | A ug. 1991

and Sept. 1991, The verseon Giary

Kiklall oifered in an intervien
Aug. 13, 1991, conforned e the
sersion reported lc-u'rmg.
Kate, aned Moskenvite, fhe
Compuser Entreprenears, p. 20,
ot e the cecollections of v oof
the other souruys.

ot seeve L. the other, "
Letter trom Pannck tla rington fo
William Gares, july 20, 1980
UMy Gl do e Sans
WL, Nepr, 370 194

Sevaenr Rubiostein
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WordStar_: Confidential int., Aug.
1991.

They said . . . simulaneous
mectings.: PC Magazine, vol. 1,
no. 1, undated, circa Jan. 1982,
p- 18,

“developing . . . system."
Letter from Hallmer to
Harrington, Aug. 26, 1980.
Quick and Dirty Operating
System.: Tim Paterson int., Apr.
23, 1991,

QDOS wasn’t . . . CP/M
clone: Paterson int., Apr 23,
1991; Pt Opalka int., March 21,
991,

SPECIAL NOTE: . . . 86-DOS.:
86-1)08 User's Manual, p. 3.
Parerson weote . ., operating
sysiem.: Ledter {rom Bob O'Rear

1o Tim Faterson, Aug. 5, 1980.

Seattle Compuier's . . |
Microsoft's languages.: Lewer
from Rod Brock 10 Paul Allen,
Aug. 13, 1950.

Over the . . . capabilities.: Lew
bggebwecht ini., Aug. 15, 1991,
“lvery time L .. free adviee.":
Sandy Meade int., Dec. 13, 199),
“I'm putting . . . of softwarc.”:
Egaebrecht int., Aung. 15, 1991,
Their secrel . . . soltware
designs.: Eppebrecht int., Aug.
15, 1991; Gates int., Nov, §,
1991,

Frustrated be . . | tatking
about.: Sany int., Sept. 17, 199},
“Gous do . . . do itd"': Gates
int., Nov. 26, 1991; Ballmer int.,
Aug. b, 1991; Allen int., Jan. 9,
199},

“wark in oL L several woeks. s
Letter from Rod Brock to Paul
Allen, Sept. 24, 1980.

Late the . . . the sun.: Bah*

O Rear int., July 13, 1991,
Upnn arriving . . . the
presafent.: Bab O'Rear i, Juh
13, 1991; Ballmer ., Aug. o,
199,

Skick thar . s thes™ " idwin
Kiser int., Nov. 29, 1991,
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- Agreement hetween Seattle

Computer Products and Micrusolt.
Jan. &, 1981,

‘The only . . . hung up.: Rod
Brock int, May 23, 1991,

“it somwtines . . . oor ume, '
Letter fram Bob O'Rear o Pat
Harrington, fan. 19, 1981,

By February . . . as posshle.:
Letter fram Bob O Rear to Pat
Harrington, Feh. 2, 1981,

On March . . . software-
delivery.: Letter from Steve
Ballmer o Pat Harrington, Mar
i, i%¥81.

.'\.5 rﬂl‘ L. WU nern L'nul'm(:.\'
int., Sept. 11,1991

“random tinke grit’” Koneen ins.
Aug. 8, 1991

“*Sunday atwernoon

donkey.” ": Ihid.

Parts of . . . appallingly flimsy.:
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Harringlun, Apr. 17, 1981

kids like . . . sec it Koneen
int.. Aug. §. 1991,

the slelay . . . home.:
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Wallace int., Apr. 24, 1991,
“*Freednm’”: Rojas inr | Aug. 4,
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HAL: Bub O'Rear ., July 13,
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Microsoft, Oct. 17, 1986, p. 37

fo Mav . . . thot oo, Leter

from Bill Gaes 1o Nun Fstredge,
May 12, 1981,

By carly . . . rcasonably
accuratcly.: Infoltorld, Jure 8,
1981, p. 1.

s disk . L DOS.T: Electremes,
june b6, 1981, p. 33

Curme was . . . of i Bddic
Currie int., juls 13, 1991,

The i . . IBM.: GL Geraise
Pravis int., Dec. o, 1991

What did they weafly wam?: Dick
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Oct. 5, 1981, p. 38.
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Letter from Paul Allen 1o Rod
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pany’’: Steve Ball
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Products v. Micrasalt, Qct. 14,
198s,p. &1.

reptedly made . . . very year.:
Honcy, July 1986, p. $6.

At this . . . with it Thid.,
p 70

P went . . . was introduced.
Ihid., p. 76.

“purchasers of . . .

[«

enhancements'': Agreement
between Microsoft and Seattle
Computer, July 27, 1981,

“Cash was . . . the Jicense™:
Brock int., May 22, 199§ .
*‘thought it was a faiv deal.”; Tim
Paterson int., Apr. 23, 1991,
*Gates doesa’t . . . bit
different.” **: Fortune, June 29,
1981, p. 87.
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Microsoft internal memo, Steve
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1381.

Gates and . . . pereent vach.:
Marquardt int., Mar. 25, 1992,
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Ballmer int., Aug. 6, 1991,
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e wasn't . . . ornot”': Mike
Slade int., June 24, 1991,
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Brack inw, May 22, 1991.
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Computer Products, Ine., and
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Y ¥
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““any purchaser . .
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“aterson et L . disk

- produdts
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controllers
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17, 1986,
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