COMPETITIVE BUSINESS MODELS __ TF \«9\&
OBJECTIVE:

To provide a framework for understanding and evaluating business unit
models, plans and proposals. Digital works in three or four different
businesses with different business models. Each business has hardware,
software and service components that must be understood in context. The

businesses are: fi C
\ / (C D5 w)

51"”‘(_ W
0 Enterprise Integrated Systems -‘4 J}ﬂ "
,“. : ,AMW
0 Traditional Services &

WAt sf*“ p,n

In general, the level of value-add increases from commodity to VAX/VMS'Eg ro

Enterprise Integration. It should be recognized that there are levels of ’
value-added functionality within each of the business models. 0““0

DEFINITIONS: 9,. 5

COMMODITY: This is Hardware, Software and Service businesses focused on
low cost, high performance products where delivery tends to be through
indirect channels. We have several commodity businesses. Examples of these
include the Small Business Systems Group, PC and PCI, RISC workstations,
UNIX, and Ethernet. Each one of these has to be the lowest price, give the
best service, and have the most advantageous and simplest way of selling.
In general, Engineering can be outsourced and products do not require a
high degree of engineering effort. Speed and flexibility in all aspects of
the business is high priority. The cost structure should be exceedingly
lean with little overhead.

0 Commodity products

0 VAX/VMS Systems S

VAX/VMS: This is a higher functionality business which must be priced
appropriately for the level of added functionality. It includes

pre-confi tems which may also require some moderate level
integration or customization. Solutions tend to be provided by Value Added
Resellers, CSO’s, SCMP’'s etc. The direct sales force is the dominant mode
of distribution supplemented by the OEM channel. This has been Digital’s
traditional systems business.

ENTERPRISE INTEGRATION: Here we work with the customer’s senior management
in our vertical markets to provide a complete solution to a major business
problem or a unique solution to a specific business problem. Skill sets in
business analysis, consulting, work flow analysis, process engineering,
systems design and analysis are critical. Consultive selling at the
highest level, with long sales cycles, tight partnerships with customers
and subcontractors and pricing to match genuine value added are essential.
Direct selling focus and skills dominate the distribution approach.

TRADFPEONAL—SERVICES: It is critical to keep in mind that the traditional
service businesses span all three basic business models. The delivery
vehicles, sales tools and cost structures for services will vary with the
business model with which they are most closely aligned. These businesses
will be measured with operational and financial metrics benchmarked against
their best-in-class competitors for functional excellence.




IL

IIL.

Competitive Business Models
Table of Contents

BUSINESS OVERVIEW

1. Digital Business Environment & NMS

2. Digital Business Environment - Types of Business
3. NMS Business Unit Structure

4. Competition

FINANCIAL OVERVIEW

5. Competitive Business Models

6. Digital FY90 Results

7. Digital FY90 Business Environment

8. Projected Digital FY94 Business Environment

BACKUP

9. Digital FY90 Revenue detail by Business Unit
10. Business Model Attributes

11. Business Model Attributes (cont’d)

12. Competitive Business Models - Mix Assumptions
13. Digital Results vs. Composite Model

14. Digital Business Environment - FY90 vs. FY94
15. Digital NOR Outlook Scenarios

Competitor Business Models

16. Hardware Vendors

17. Software Vendors

18. Service Vendors

19. Total Solution Vendors



{
lBusmess Overview



Digital Business Environment } :
|
COMMODITIES VAX INTEGRATION SERVICES w
|

e
) \&.{.}.}.".‘:._.‘..Z‘_.‘.‘;
= e,




COMMODITIES

UNIX Systems

UNIX Software

Personal Computer

PC Integration

Terminals

Ethernet

Storage

Maintenance

Digital Business Environment

VAX

ENTERPRISE

VAX Systems

VAX Software

Solutions

Maintenance

= / X

INTEGRATION

SERVICES

Banking

Insurance

Retail

Education

Healthcare

Government

Science

Professional Services

Traditional Cytomer
rvices

Maintenance

Customer Training

Special Systems
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COMMODITIES

HARDWARE

INT Intel/SCO

PC Personal Computers

DSG  Disks &Subsystems Group
TOP  Tapes & Optiwl Products
PTG Process Technol ogB

ESD Electronic Sto evices
VIPS  Video Image & Printers
PClI PC Integration

RSC C RISC EJB"zsi&less e
ko gommunﬁglaons

SOFTWARE

OSG Open Systems Software Gp
ISV PC Applications

SERVICE
DTS Desktop Services

Ja et

s

VAX

HARDWARE

ISB Information Systems Business
FTS Fault-Tolerant Systems
MSB Mid-R ange Systems Buslnas

WST VP&Y rkstations Businas

ﬁiM lgﬁult-tolerant

SCl Semiconductors

SOFTWARE

ONS Open Network Systems
NTS NAS Transaction Services
NSS NAS Security Services
NUF NAS User Frameworks
NCE NAS Concurrent Er)]g

AS & Tools

NPC S Presentation/Comm.

NIS NAS Information Services

NDC NAS Dbtributed Computing

N oo D oo
nglo lr\ar:a Acc&ne

L[ﬁﬁ Local Area Network

CLS Clusters

e/Voi
005 CherSottuare

SERVICE

HPS Hardware Product Services
SPS  Software Product Services
DAS Digital Assisted Services
NDS Non-Digital Systems Svecs.

ol NS

NMS Business Unit Structure

ENTERPRISE
INTEGRATION

APPLICATIONS

Healthcare
Science/Environmental

mg Investment
Modia

Telecommunications

ti
State &ofowl Govermnment
U.S. FederalGovernment
Small Business

Cl M&PD

Sales & Distribution
Industrial Research
Component Business Group
Finance & Accounting
Office

Electronic Publishing
Applkztion Development
Data Center Management
Imaging

Multi-Vendor Integration
Corporate Information Systems
Departmental Information Systems

e Development
CALS/CE

SERVICE

DCSS Digital Customized Support
NWSS Network & Site Services
FMS Facilities Management Svcs.

DCS Digital Consulting Services

S Eystems Integra orgprojecs

CSS Computer Special Systems
Security Management

SM ty
fibs Rty Sovet

Source: FY92 New Management System Submissions

3

WWL‘M

SERVICES

15 Deskiop Sarvices
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COMMODITIES

Competition

VAX

HARDWARE

Sun
Compaq
Dell
3 Com
Conner
Seagate

SOFTWARE

Lotus
Microsoft

HARDWARE

Amdahl
Silicon Graphics

Stratus

SOFTWARE

Oracle
Novell

ASK

ENTERPRISE
INTEGRATION

Computer Sciences

SERVICES

g

Grumman
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Financial Overview




COMMODITIES
Revenue 100%
Cost of Sales 70
Sales, Gen &Admin. 15
Research & Devipmt. 7
Operating Income 8
Revenue/Employee ($K) $139
ROA 8%
Inventory Turns 5.5x
DSO 55
PP&E Turns o 7.9%
Operating Asset Turns 2.3x
Asset Turns 1.5
ROOA 11.5%
Leverage 2.2
ROE 17%
Optg. Assets/Empl($K) ¢ 54
Revenue Growth 47%

Optg. Profit/Empl($K) $ 13

Revenue

Cost of Sales

Sales, Gen &Admin.

Research & Devipmt. 11
Operating Income 16
Revenue/Employee ($K) $160
ROA 13%
Inventory Turns 3.6x
DSO 101
PP&E Turns 8.1x
Operating Asset Tums ~ 2.0x
Asset Turns 1.3x
ROOA 20%
Leverage 1.5
ROE 20%
Optg. Assets/Empl($K) $104
Revenue Growth 19%

Optg. Profit/Empl($K) $ 30

INTEGRATION

100%

Revenue 2
—I®

Cost of Sales
1

Sales, Gen &Admin.
Researc evipmt. o w

Operating Income
|Revenue/Employee ($K) $ @
ROA 12%
Inventory Turns S4x
DSO 45
PP&E Turns S5.4x
Operating Asset Tuns ~ 3.0x
Asset Turns 1.5
ROOA 24%
Leverage 2.3
ROE 28%
Optg. Assets/Empl($K) ¢ 32
Revenue Growth 13%

Optg. Profit/Empl($K) $ 11

SERVICES

Revenue 100%
Cost of Sales 71
Sales, Gen &Admin. 14

Research & Devipmt. N/A

Operating Income ,-@
Revenue/Employee ($K) $ 108
ROA 12%
Inventory Turns 42x
DSO 50
PP&E Turns 4.5x
Operating Asset Turns 2.2x
Asset Turns 1.3
ROOA 24%
Leverage 2.6
ROE 30%
Optg. Assets/Empl($K) ¢ 72
Revenue Growth 9%

Optg. Profit/Empl($K) §$ 18
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DIGITAL

FY90 RESULTS*
Alternative
FY90 Comp. Business Digital Digital
Actual Model Business Model  Business Model

Revenue 100% 100% 100% 100%
Cost of Sales 53 57
Sales, General &Admin. 31 23
Research & Development 12 7
Operating Profit 4 12 17.5 10.0
Net Income 7.5%
Asset Turns Lg;_c_ 1.4x _1.3x 2.1
ROA 4.7% 11.0% 16.0% 16.0%
Leverage** 1.4 @ 1.4
ROE 6.5% 21.2% 22.0% 22.0%

* Excludes Restructuring J W"‘L

** Leverage = Average Assets/Average Equity ”J.G
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Digital Business Environment -FY90

ENTERPRISE
COMMODITIES INTEGRATION SERVICES
VARE —
"
SOFTWARE

[: /
/

SERVICE

1%

-

/

TOTAL - 26% TOTAL - 61% TOTAL - 13%

TOTAL -/35%)

)@USMOD—CURRENT

Ww%

Source: FY90 Product Financial Performance Reporting and Service Reports
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Digital Business Environment

/10/ /24/0
N b

| TOTAL - 35%

Revenue Mix
FY90 and FY4 :
COMMODITIES VAX oty - SERVICES
HARDWARE HARDWARE -
24% 0 .
\ \22/ 13% .
24% 0 N .
C y K o, GZ% :
% :
SOFTWARE SOFTWARE [ .
1% 11% :
L (> ' 5
SERVICE SERVICE -
1% 28% -
[ TOTAL - 26% [TOTAL - 61% [TOTAL - 13%| -
TOTAL - 26% | TOTAL - 52% |- [TOTAL - 22%] . | TOTAL - 309
Source: Estimated based on IDC data 90 :
8 \ : CFG:JC:BUSMODCURRENT
94







FY90 Revenue

COMMODITIES
HARDWARE

LED $ 460M
MLDS 1184
TOPS 484
Video 325
PC 83
Hardcopy 364
RISC 309

$ 3209 M

SOFTWARE

TOPS $ 4aM
Hardcopy 4
0SG 75

$ 83M

ERVICE
DTS $ 6M

VAX

HARDWARE

CPU $ 1352 M
NAC 823
Cluster 115
Memories 983
CSS _(402)

$ 2871 M

SOFTWARE

SSEM $ 905 M
DBS 33
SDT 256
TP/AP 109
NAC 274
CSS (198)

$ 1379 M

SERVICE

HPS $ 2637 M
SPS 837
DAS 204

$ 3678 M

ENTERPRISE
INTEGRATION

PSS $ 559M

DCSS $ 3¢2M

NWSS 245
RCS _32
$ 309M
CSS $ 600M
FMS $ 12Mm
ES $ 237M

SERVICES

TOTAL $ 3298 M

TOTAL $ 7928 M

TOTAL $1717M

TOTAL $ 4533 M

26% 61% 13% 35%
Source: FY90 Product Financial Performance Reporting and Service Reports I 3% 1, 8B
9 CFG:JC-BUSMOD-CURRENT
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COMMODITIES

TYPICAL PRODUCTS

PC
MAC
Lotus 1-2-3

CUSTOMERS VALUE

Meet the standards
High performance/low cost
Easy to buy and support

PURCHASE CRITERIA

Software availability
Price/Performance
Support/delivery

PURCHASING SOURCES

Local/National distributors
Retail outlets
In-company stores

PRICING MODEL

"Commodity" driven
Multi-tier pricing

10

DIGITAL BUSINESS MODELS

VAX

ENTERPRISE”
INTEGRATION
SERVICES

TYPICAL PRODUCTS

Office Vision
AS/400
ManMan

CUSTOMERS VALUE

Integrated Hardware, Software
systems that solve business
problems

Enterprise-wide information
systems that solve business
problems

PURCHASE CRITERIA

Meets business need
Total cost of ownership

P IN

Application houses
Computer vendors
OEM'’s

PRICING MODEL

Market driven
Solution level

TYPICAL PRODUCTS

U.S. Air Traffic Control system
SABRE reservation system

TOMER AL

Guaranteed byisiness solutions

NgIe POMT of responsibility
Platform independence
"Cradle to Grave" Svc

PURCHASE CRITERIA

Long term partnership commitment
Shared risk

PURCHASING SOURCES

Systems integrators
Consulting companies

PRICING MODEL

Value driven
Related to risk level

CFG:JC-BUSMOD-CURRENT




DIGITAL BUSINESS MODELS

COMMODITIES

DECISION MAKERS

Individual end users in small/
medium enterprises
Department heads in Forturne 500

SUCCESSFUL SUPPLIERS

Dell Seagate
Compaq Lotus
3Com MicroSoft

CORE COMPETENCIES

Low cost/high volume manufacturng
Time-to-market profit
Distribution channel ownership

MARKET SUCCESS CRITERIA

High quality, low price
Very fast time-to-market

Distribution dominance
Shrink wrapped software

MARKET SIZE

Very large
Growing slowly - 9%

11

VAX

DECISION MAKERS

Functions, divisions, managers
in Fortune 500

L PLIE!

Amdahl Stratus
Sun Oracle
Silicon Graphics  Nowvell
ASK

CORE COMPETENCIES

Meets business need
Total cost of ownership

MARKET SUCCESS CRITERIA

Strong customer-vendor
relationship

Third party partnership for specific
solutions

MARKET SIZE

Large, low growth - 6% and mature

Value shiftinr:]g from hardware to
software and SVC

ENTERPRISE
INTEGRATION
SERVICES

DECISION MAKERS

Senior IS and functional
management

PPLI

Andersen Consulting
EDS
Computer Sciences

Z8n
CORE COMPETENCIES

Long term partnership commitment
Shared risk

MARKET SUCCESS CRITERIA

Project management expertise
Strong account managment
Industry knowledge

Strategic alliances

MARKET SIZE
Small and growing rapidly - ;B‘ﬁ
20%

Dee 2 36%
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COMMODITIES

HARDWARE - 96%

Sun 19%

Compaq o

Dell 10

3 Com 7

Conner 17

Seagate 44
100%

SOFTWARE - 4%

Lotus 50%
Microsoft 50
100%

Competitive Business Model

Mix Assumptions

VAX

Amdahl
Stratus

Silicon
Graphics

Novell
Oracle
ASK

HARDWARE - 60%

SOFTWARE - 40%

ENTERPRISE
INTEGRATION

9% omputer

48 Sciences
S
43
100%

50%

40

10
100%

90
100%

10%

12

SERVICES

Computer 20%

Sciences
EDS 40
Bell Atlantic _40

100%

20

CFG:JC-USMOD-CURRENT



DIGITAL RESULTS vs. COMPOSITE MODEL

LATEST 4 QUARTERS
(Q490, Q191, Q291, Q391)

($ Millions)
FY90
Actual* Model B/(W) Model
Revenue $12,942 $ — $ -
Cost of Sales 6794 7403 609
Sales, Gen & Admin. 3971 3003 (968)
Research & Devipmt. 1614 958 (656)
Operating Profit 563 1579 (1016)
Net Income 526 1015 (489)
Average Assets $11,161  $9,245 $(1,916)
Asset Turns 1.2x 1.4x (.2)x
ROA 4.7% 11.1% (6.4)%
Leverage 1.4 1.9 5
ROE 6.5% 21.2% (14.7)%

* Excludes Restructuring Charge

13

Actual* Model B/(W) Model

$13,331 $ - $ -
7073 7625 552
4247 3093 (1154)
1617 986 (631)
394 1626 (1232)
337 1045 (708)
$11,690  $9,522 $(2,168)
1.1x 1.4x (.3
2.9% 11.1% (8.2)%
1.4 1.9 5
4.0%  21.2% (17.2%

CFG:JC-BUSMOD-CURRENT




COMMODITIES

HARDWARE

Digital Business Environment

ENTERPRISE
INTEGRATION

$3625y

SOFTWARE

e —

wmo y

SERVICE

mes M

$4192M/

Source: FY90 Product Financial Performance, FY94 Case from

International Data Corporation (IDC)

14

SERVICES
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COMMODITIES

FY90
$3,298

FY94

Most Likely
Moderate

Aggressive

$4,656
$5,570

$ 8,580

NOR Outlook Scenarios ($ M)
Four Year Growth

Most Likely $10,008

Moderate $11,191

Aggressive  $15,371

ENTERPRISE
INTEGRATION

FY90
$1,717

Most Likely  $4,192

Moderate $6,227

$16,104

Aggressive

FY94

Most Likely $18,856

Moderate $22,988

Aggressive  $40,055

Note: Source of expected growth case is International Data Corp. (IDC )

15
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% of

Revenue

Latest Year Revenue

Revenue

Cost of Sales

Sales, Gen. & Administrative
Research & Development
Operating Income

Inventory Turns

DSO

PP&E Turns

Operating Asset Turns

ROOA

Asset Turns

ROA

Leverage

ROE

Operating Assets/Employee ($K)
Revenue/Employee ($K) |
Revenue Growth

Operating Profit/Employee ($K)

* Two year average

16

COMPETITOR PROFITABILITY MODELS

$ 2101
100%
57
16
13
14
3.4
89
4.5
1.6
15.1%
1.1
10.5%
2.0
20.6%
$ 145
$ 228
18%
$ 33

Most Recent 3-Year Average

Amdahl Compag

$ 3599
100%

59

19

17
4.1
56
5.3
2.0
25.1%
1.6
19.3%
1.6
30.9%
$ 206
$ 422
32%
$ 74

Hardware Vendors

Sun
$ 2466
100%
56
24
13
7
7.3
64
7.8
2.6
11.8%
15
6.9%
2.0
13.6%
$ 72
$ 190
53%
$ 14

Silicon

Graphics Stratus

$ 420
100%
47
32
12

9
2.3
97
9.1
1.7
11.5%
1.2
7.9%
1.6
12.6%

$ 103

$177
66%

$ 16

$ 404
100%
40
32
13
15
2.8
94
7.3
1.9

18.7%
1.4

14.5%
1.4

20.4%

$ 108

$ 200
23%

$ 30

Seagate
$ 2413
100%
83
7

47
4.8
1.9
7.5%

Conner

$ 705
100%
76

10
55
75
7.3
2.1
14.2%
15
10.4%
23
24.3%
$ 52
$ 109
150%
$ 11

Dell*
$ 389
100%
70
20

4
6
4.9
44
21.4
3.2
9.8%
2.8
8.6%
2.1
17.9%
$ 93
$ 302
56%
$ 17

3Com
$ 419
100%
49
29
10
12
6.4
48
12.5
35
25.4%
1.8
13.5%
1.2
16.7%
$ 62
$ 214
29%
$ 25
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A e e

% of
Revenue

Latest Year Revenue ($ M)
Revenue

Cost of Sales

Sales, General & Administrative
Research & Development
Operating Income

Inventory Turns

DSO

PP&E Turns

Operating Asset Turns

ROOA

Asset Turns

ROA

Leverage

ROE

Operating Assets/Employee ($K)*
Revenue/Employee ($K)*
Revenue Growth

Operating Profit/Employee ($K)*

* Per Employee figures based on most recent year

17

COMPETITOR PROFITABILITY MODELS

Most Recent 3-Year Average

Lotus
$ 556
100%
19
48
16
17
5.9
52
5.5
2.8
39.4%
1.2
16.3%
2.1
33.8%
$ 69
$193
19%
$ 32

$ 208
100%

50

35

189
9
20.0
3.1
16.9%
1.3
6.8%
15
10.0%
$ 122
$ 379
21%
$ 28

Software Vendors

Oracle
$ 971
100%
17
53
9
21
N/A
169
6.2
1.6
21.1%
1.3
17.3%
2.0
34.3%
$ 8
$ 136
86%
$ 28

Microsoft*

$1183
100%
24
31
14
31
5.6
50
4.3
2.4
54.3%
1.2
27.4%
1.2
33.0%
$ 62
$ 153
42%
$ 49

Novell*
$ 498
100%
34
35
10
21
6.4
65
8.3
2.8
40.1%
14
19.1%
1.3
23.9
$ 58
$ 165
20%
$ 34
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COMPETITOR PROFITABILITY MODELS

Most Recent 3-Year Average

Service Vendors

% of Bell
Revenue hﬁ.?/ Atlantic
Latest Year Revenue V—{ $11449)
Revenue M‘ . 0%
Cost of Sales d 59
Sales, General & Administrative 19
Research & Development N/A
Operating Income 22
Inventory Turns 45.7
DSO 40
PP&E Turns 1.2
Operating Asset Turns 1.0
ROOA 11.2%
Asset Turns 0.8
ROA 9.2%
Leverage 3.1
ROE 28.2%
Operating Assets/Employee ($K) $ 135
Revenue/Employee ($K) $ 136
Revenue Growth 5%
Operating. Profit/Employee ($K) $ 30

* Research & Development included in Cost of Sales

18

Computer
Sciences

Corp.
$ 1500
100%
82
10
N/A

N/A
91
10.6
2.9
11.9%

$ 6022
100%
78
11
N/A
11
60.0
40
4.8
3.0
24.7%
14
11.7%
2.3
27.1%

$ 33

$ 100
13%

$ 11

A Y

Grumman

$ 3506
100%
91

N/A
3
3.9
68
6.6
1.8
3.2%
1.5
2.8%
1.8
5.0%
$ 63
$ 111
3%
$ 4

CFG:JC-BUSMOD-CURRENT
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COMPETITOR PROITABILITY MODELS
Most Recent 3- Year Average As Reported

Total Solution Vendors

% of Hewlett
Revenue Digital IBM Packard
Latest Year Revenue ($M) $12,943 $69,018 $13,233
Revenue 100% 100% 100%
Cost of Sales 50 44 51
Sales, Gen. & Admin. 29 32 28
Research & Develpmt. @ 10 11
Operating Income 9 / _1__4= 10
Inventory Turns 41 3.0 / 3.7
DSO 81 104 / : 70
PP&E Turns 4.1 25 — | / 4.2
Operating Asset Turns 1.7 12 )/ 15
ROOA 9.7% 10.1% |
Asset Turns 1.2 0.8 1.2 |
ROA @2%) 6.7% 8.1% ‘
Leverage 14 19« 1.7 i
ROE 11.3% 12.6% 14.0% ‘
Operating Assets/Employee ($K) $ 59.1 $ 139 $ 74 ‘
Revenue/Employee ($K) $ 100.9 $168.. $ 130
s A
Revenue Growth 6% 8% 16%
Operating Profit/Employee ($K) $ 81 $ 23 $ 13

19
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DIGITAL vs HEWLETT-PACKARD

Competitive Sales Team
1-800-DEC-ISIT

December, 1993

This document is for DIGITAL INTERNAL USE ONLY and is designed specifically for use by

Hotline Consultants in assisting Digital's sales force. It is a compilation of HP competitive

information from many internal and external sources.
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ALPHA

OSF/1

OpenVMS

Investment
Protection

SECTION 1

DIGITAL STRENGTHS

ALPHA-AXP is the industry's leading architecture. Don't complain because every
application in the world hasn't ported to it yet, sell the vision--industry leading
performance with full 64-bit addressing. Not only is it revolutionary technology,
it's the future of computers. We have it today.

The ALPHA platform will support three operating systems--OpenVMS, OSF/1,
and Windows NT. Our customers will be free to choose the operating environment
that's right for them--not because it's the only offering that the vendor has.

Digital's ALPHA-ready VAX systems have leadership TPC-A benchmark results.
The new ALPHA workstations already have price/performance leadership and
mainframe-class DEC10000 has the highest SPEC performance in the industry.
ALPHA-AXP performance begins where HP-PA ends.

OSF/1 is a vendor-neutral UNIX operating system. HP-UX is a UNIX variant
which HP alone produced. It is a hybrid of the Berkeley and System V kernels.
OSF software is being developed by members of the industry with open input from
all vendors. It will be based on modern microkernel technology and fully
competitive with any UNIX operating system on the market.

OpenVMS is the most robust commercial operating system in the computer
industry. It is the only non-UNIX operating system to become XPG?3 branded.
Our clustering technology and software is second to none. It is the only operating
system which offers continuous high-availability distributed processing. Digital
also offers industry leading multivendor service and support.

Digital maintains one of the strongest balance sheets in the industry with over $1
billion in cash reserves. Digital is undertaking a major restructuring in order to
serve our customers better. Remember, other vendors in the industry are feeling
the pinch too.



SECTION 2

HP'S STRATEGY AND STRENGTHS

HP's product strategy has been simple and successful. Its three main elements are (1) provide
leading systems performance, (2) lead the drive to Open Systems with UNIX and PA-RISC, (3)
offer superior customer service. Replace PA-RISC with ALPHA-AXP and we are well postioned
to win in all three areas. When you add that the customer has a CHOICE of several different
operating systems we have a clear advantage.

Expect HP to continue to...
increase system raw performance and price/performance.

leverage UNIX as the operating system of the future with strong relationships with leading
3rd party solution providers such as Oracle and Tivoli.

attempt to convince the customer that 64-bit addressing isn't needed today. They will
position the PA-RISC architecture, with its thousands of applications, as a more realistic
option than ALPHA.

do a full court press against Digital the next few months while ALPHA and OSF/1 are
porting applications. They'll be highly visible in every major account.

disparage OpenVMS and NAS as proprietary and undermine Digital's commitment to
UNIX.

question Digital's viability by suggesting that Digital's recent quarterly losses will be a
long-term trend and imply a lack of investment protection for the customer.

effectively use positive statements from industry consultants and the media to validify their
vision.

actively seek new relationships with Value Added Resellers and Independent Software
Vendors to position the sale with an HP solution.

offer competitive trade-ins for Digital equipment.
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SECTION 3

HP WEAKNESSES

HP's architecture is still 32-bit technology. Though they claim some 64-bit
processing, they clearly do not have full 64-bit addressing. Gartner Group
considers only ALPHA and the MIPS R4000 chip to be full 64-bit architectures
today.

HP's operating system strategy could be a liability. HP is putting all its eggs in a
UNIX basket. What if the market changes and Windows NT is successful? Where
does it leave HP-UX users?

HP does not have as many large networked distributed computing reference sites
as Digital. We have the advantage in complex projects and enterprise-wide,
especially global, business management and consultancy. To obtain comparably
functional systems, HP often has to include various add-on line items.

When selling HP-UX in commercial markets, HP tries to claim that VMS is dead.
At the same time they are still actively selling MPE-based systems (even though
OpenVMS is far superior to both MPE and HP-UX in nearly every category of
Gartner's Enterprise System Platform report.) Per HP, MPE is for the installed
base, HP-UX for growth (Computer World, 11/2/92).

The HP 3000/900 only supports MS/DOS PC clients. Current Macintosh use is
limited to terminal emulation (future plans are to support Macintosh through
PACER.) HP-UX systems are also limited to MS/DOS. Native NetWare is not
available yet.

There are limitations on HP SwitchOver/UX. The product is only supported on
certain HP9000 systems. Those that support it must be of the same category and
have identical I/O configurations. Downtime to a failed primary system can be as
much as 15 minutes before the standby reboots. During this period the
applications on the primary system cannot be accessed. In progress transactions
will be lost. Since there is only one standby system, multiple failures to primary
systems will greatly impact availability of mission critical applications.

I



SECTION 4

ALPHA-AXP vs HP-PA

A common HP tactic is to downplay the need for 64-bit addressing and the ALPHA-AXP chip.
They do this by pointing out that initial SPEC performance was less than anticipated, and that
technically ALPHA-AXP is no better than their own HP 7100. If there is any question who has
the world's fastest computer chip, refer to the Guiness Book of World Records as proof.

Some facts to keep in mind...

A 64-Dit architecture means faster computational speed as well as nearly unlimited
memory addressing. HP will claim that few businesses need 64-bits today and they can
support that point with references to trade articles. The performance enhancement alone
makes 64-bits beneficial to the customer right now! Use trade articles that show the speed
advantage of 64-bit systems.

ALPHA uses a 400MHz external clock, a 200 MHz internal clock and internal cache. The
HP 7100 at 96 MHz is less than half the clock speed.

Digital has experience with RISC architectures. ALPHA is the third Digital RISC design.
The first two were MicroTitan and MicroPrism. The latter ran at the same clock speed as
the HP 7100 two years earlier!

HP may claim ALPHA has an untested new systems design. Does it have balanced CPU,
graphics and I/O? The DEC 3000 has a 200 MB/sec. memory bandwith, 100 MB/sec. /O
bandwith. The DEC 4000 has 300 MB/sec. memory and 185 MB/sec. I/O. And the DEC
7000 has 750 MB/sec. memory and 400 MB/sec I/O!

HP may claim more experience because they are implementing the seventh generation of
PA-RISC. After seven generations they are about even with ALPHA's first-time
performance. ALPHA can only get better. HP-PA is constrained by 32-bit technology.

HP has claimed that they've had 64-bit architecture since 1986 because HP-PA RISC
supports a segmented addressing scheme. Using their logic so did we with our VAX
microprocessors because they had 64-bit floating point data paths. PA-RISC has 32-bit
addresses and some segment extenders which the software can't use. You need 64-bit
addressing to be a true 64-bit architecture.



SECTION 5
DEC OSF/1 vs HP-UX
Competing with DEC OSF/1 V2.0
Brenda Lee-Kang
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Unified

« The leadership UNIX with support for industry standards: POSIX, XPG,
IEEE, FIPS, etc and all UNIX standards: System V (SVID2 & SVID3),
BSD, and OSF/1. No other UNIX vendor can match this today.

Modern
* Modern 64-bit UNIX operating environment.

Complete

* A modern UNIX implementation supported with hundreds of applications
providing a robust production environment for technical and commercial
computing.

The purpose of this article is to describe Digital's competitive strengths to assist in competing with
our major competitors, Solaris 2 from Sun, HP-UX from Hewlett-Packard, AIX from IBM,

IRIX from Silicon Graphics, and System V Release 4.2 (SVR4.2) from UNIX Systems
Laboratories (bought out by Novell).

The Digital UNIX Advantage
Unified

Customers never have to chose which UNIX environment they want, because with DEC OSF/1,
they get OSF/1, BSD, and System V (with DEC System V Environment). And with the recently
announced Common Interface Specification for UNIX-based operating systems, Digital is well-

positioned to offer one of the most complete offerings of these API's with near 100% support
TODAY.

Modern

DEC OSF/1 is modern UNIX implementation designed from the onset to take advantage of the
latest technologies, including leading edge price/ performance ALPHA AXP systems.

DEC OSF/1 on ALPHA AXP is the industry's first 64-bit operating environment. The benefits of
64-bit systems are:

Improved scalar arithmetic precision and performance
Increased memory addressing space
¢ Increased maximum file size



If your customer does not feel that 64-bits is needed today, emphasize that they most likely will
require systems with greater than 32-bit capacity soon, if not already, as applications become
more sophisticated, taking advantage of advanced software technologies, demanding advanced
systems architecture (like ALPHA AXP) to handle the system resources required. Remind
customers how some people thought they would never need 32-bit systems when

those were first introduced. With DEC OSF/1, they get both a modern kernel and 64-bit system,
and they don't have to worry about migrating to 64-bit architecture later or to a modern UNIX
kernel.

Complete

Digital offers a state-of-the-art UNIX environment supported by hundreds of applications
addressing a wide range of computing needs:

- A robust DEC OSF/1 production environment with:

® 64-bit file support for virtually unlimited file size for supporting large, mainframe-
class files and databases

® Data integrity and availability, fast system restarts, on-line storage managment
tools with POLYCENTER AdvFS and POLYCENTER AdvFS Utilities

¢ Failover capability with DECsafe Available Server ensuring data availability and
integrity

® Hierarchical storage system with Storage Server 100 providing high capacity, cost
effective storage while ensuring data accessability

- For technical and commercial environments, Digital's distributed computing products for
connectivity and network/system management in a hetergeneous environment.
¢ Complete support for network protocols and tools: TCP/IP, X.25, DECnet/OSI,
SNA tools
® Under POLYCENTER Netview framework, DEC FullSail and POLYCENTER
Networker Save and Restore provide integrated, distributed, and heterogeneous
system management

- Digital's leadership distributed client/server development/deployment software and tools:
¢ Distributed computing software
- ObjectBroker, DEC MessageQ, and DCE
- Tuxedo, ACMSxp, VIS/tp for proven, leadership TP monitors
- 3rd party databases

- For realtime requirements

¢ DEC OSF/1 V2.0 leadership realtime extensions are based on POSIX 1003.4 Draft
11

- Digital offers customers the most open, modular, and cross-vendor approach to service
in the industry. Digital is the only computer vendor to support a complete range of
products and applications from other vendors: IBM, COMPAQ, Apple, HP, Novell, and
many others. In fact, Digital currently services 14,000 products from 1,000 vendors --
including 80% of the most commonly used applications in business today. IBM and HP
do a good job at servicing their own equipment, but not those from other vendors. Sun
does a poor job of servicing even its own products.



Competing Against Hewlett-Packard

HP claims HP-UX is based on System V Release 3.2 with some (not all) BSD enhancements,
plus a good deal of proprietary code. Our researchers have determined that HP-UX is
actually BSD-based with System V added. Either way, HP-UX is an old, monolithic
proprietary UNIX kernel. Compare HP-UX to Digital's modern UNIX implementation:

DEC OSF/1: SVR4, BSD, OSF/1

Also note that HP-UX is on its ninth major release with maybe only one more release before
expiring, another sign of an operating system on it's "last leg".

HP-UX currently lacks a product that can provide a log-based file system (also referred to as
a Journal File System). A log-based file system eliminates the need for UNIX file system
checks (fsck) performed on every partition on every disk everytime the system restarts after a
system failure. UNIX utility, fsck, can take as long as 30 minutes or more, depending upon
the amount of disk space (the more disk space, the more Jsck's required, the longer it takes.)
In addition, fsck does not guarantee complete recovery of data that may have been lost during
the system failure. Data integrity is an issue with traditional UNIX systems like HP-UX (one
of the reasons why, historically, UNIX was not a practical operating system for
commercial/production environments). DEC OSF/1 includes POLYCENTER Advanced File
System (AdvFS) product providing a log-based file system that ensures data availability and
integrity. With POLYCENTER AdVFS, system restarts takes only about three minutes (no
Jfsck's required). Customers concerned with system downtime (and what customer isn't?) can
feel secure in knowing that with POLYCENTER AdVFS, downtime is not an issue.
Combined with DECsafe Available Server (failover software), failovers can happen
immediately. HP CANNOT claim this.

SUGGESTED CUSTOMER DEMO: Place a DEC OSF/1 ALPHA AXP system with
POLYCENTER AGdVFS turned on next to any HP-UX PA-RISC system (with lots of disk
space). Simulate a power outage by unplugging both systems. Then turn both systems back
on and see how long it takes for them to come back up. The DEC OSF/1 system should come
up in no time. Let the customer wait and wait for the HP-UX system to come up. (See
section on IBM on Journal File System. The information on POLY CENTER AdvFES Utilities
applies here also.) [Note that HP is planning to offer log-based file system from Veritas
sometime in 1994. If your customer should ask about Veritas, refer to Sales Update March
15, 1993 for comparison of Veritas and POLYCENTER AdvFS and POLYCENTER AdvFS
Utilities.]

HP workstations are not 100% binary compatible with their servers. Some server
functionality are not available on their workstations (high availability, LVM), and some
workstations features that are not available on their servers (memory mapped files, OSF AES
compliance). Applications using memory mapped files will not run on server systems, and
those that are written to OSF AES are not guaranteed to run on server systems. Workstations
cannot be used interchangeably as servers without difficulty, especially if LVM is used, as HP
workstations don't support LVM.



® HP's SMP has been limited to its high end server, 890. More recently, HP has released more
SMP servers in their 800 product line. It appears that there are no SPECrates for these new
servers which leads to the query of whether HP is trying to hide something - Perhaps these
SMP servers are not scaling well?

® HP customers can expect to face at least one migration if not two. One to a modern UNIX
kernel and one to 64-bit architecture. HP agrees that they will have to move to 64-bits in the
future, but have yet to announce their plans. They recognize that once they make an
announcement, they are liable to lose new business, as the threat of a major migration is a
deterrant for new purchases; Why should a customer purchase a system only to have to go
through a migration in the next two or three years? HP has been especially quiet about these
things for this very reason. With DEC OSF/1, customers don't have to worry about future
migrations.

¢ All the major UNIX competitors are working on modern kernels and 64-bit systems. IBM has
PowerPC, initally a 32-bit system, later 64-bits. Their modern kernel will be WorkPlace OS
due out later this year. Sun is starting to promote 64-bit UltraSPARC with SpringOS in the
works. Digital is in the lead with 64-bit ALPHA AXP systems today with DEC OSF/1 and is
the only UNIX vendor to offer both 64-bit systems and modern UNIX implementation today.
When will HP make the move? How long will HP continue to force their customers to stay
with their prehistoric UNIX implementation when Digital has already made the leap and
others are working on it?

For Additional Information:

¢ Competitive material can be obtained from:
xirtlu::/public/competition

¢ To get on distribution list for current competition news and announcements, send mail to
kang@decvax.dec.com.

UNIX Software Competition Information:

At-Your-Fingertips: UNIX Competition (Up-to-date UNIX software competition information)
xirtlu::/public/competition/finger_compete.ps

UNIX Competition Guide (text file providing information on how to obtain the latest Guide)
xirtlu::/public/competition/guide_instruct.txt

HP information:

HP-UX V9.0 - xirtlu::/public/competition/hp/hp_uxV9_oct92.ps
HP Sales Guide

xirtlu::/public/competition/hp/hp_salesguide.ps



SECTION 6

GENERAL SELLING TACTICS

Avoid simple performance comparisons with HP systems unless there is a clear advantage.
Use price/performance for workstation postioning and total cost when selling client/server
solutions. Broaden the playing field to include systems integration, multi-vendor services,
and application availability.

Leverage Digital's advantage in serving the enterprise. Show the multivendor and
client/server superiority of OpenVMS using the Gartner Enterprise Server Platform
report.

Negate HP's claims of being the one and only UNIX standards leader. Show that Digital is
fully commited to UNIX by being first to deliver an OSF/1 product. Don't overlook our
contributions to Motif and DCE.

Sell the vision of 64-bit computing. Express it as a normal progression of engineering
technology--the 60's were 8-bit, the 70's were 16-bit, the 80's 32-bit, and the 90's and
beyond will incorporate 64-bit computing.

Prepare professional presentations. HP will. Use tools like Product Navi gator. HP likes to
use market data and reports by industry analysts to establish themselves as the industry
leader.



Product line

HP3000/900

HP9000/800

HP9000/700

HP9000/400

HP9000/300

DNX5XX

DN10000

HP1000

Vectra

SECTION 7

HP's PRODUCT PLATFORMS

Description

RISC (HP-PA) machines using the MPE operating system. Sold as a
commercial OLTP machine and competes directly with VAX.

RISC (HP-PA) machines running Unix (HP-UX). It is sold as a commercial
machine and general purpose file server.

RISC (HP-PA) based High powered workstations. Aimed at the mid to top
end of the market, they run HP-UX. They are also sold as servers to
workstations where compute power is required

Motorola based workstations. Volume products at the low to mid range of
the market. They run either HP-UX or Domain from Apollo.

Motorola based workstations. They are the HP predecessor to the
9000/400's. Still sold, as they are rackmountable and can be used by HP's
intrument customers. It runs HP-UX or special BASIC and PASCAL
operating systems

Motorola based workstations. The Apollo predecessor to the HP9000/400.
Run’s only the Domain operating system.

Apollo RISC (PRISM) machine. It is a multiprocessor machine sold as a
compute intensive server. It can only run the Domain operating system.

Real Time machine running HP's RTE operating system. Sold to OEMS
and in embedded systems.

HP's own IBM compatible PC range.




SECTION 8

HP 9000/700 SERIES SYSTEMS

MAX MAX PERFORMANCE
MODEL MHz MEMORY DISK MIPS SPECint92 SPECfp92 SPECmark
Desktop
715 33 192MB 69GB 41 24.2 45 45.9
L 715 50  192MB 69GB 62 36 72 69
715 75  192MB 69GB 61 113 ‘
i
725 50  256MB 69GB 62 36 72 69 |
|
725 75  256MB 69GB 61 113
735 99  400MB 125GB 124 80 150 147

. Deskside

1355 99 768MB 297GB 124 80 150 147




HP MODEL

T15/33

715/50

715/75

725/50

725/75

735

S0

WORKSTATION COMPARISON CHART

SPECint92 $

242

36

61

36

61

80

80

10K

14K

18K

20.5K

21K

37.4K

59K

ALPHA

3000/300

3000/300

3000/300
3000/400

3000/300
30007400

3000/300
30007400

30007400

3000/600

SPECint92

66

66

66
79

66
73

66
75

75

114

$

12K
12K

12K
18.8K

12K
18.8K

12K
18.8K

18.8K

214K



HP WORKSTATIONS AND SERVERS VERSUS ALPHA AXP SYSTEMS

Al. ENTRY DESKTOP

SPECint 92
SPECfp 92
ENTRY $
$/SPECint 92
$/SPECfp 92

AXP3000-300L

459
63.6
$4,995
109

79

A2. LOW-END DESKTOP

SPECint 92
SPECfp 92
Configured

$/SPECint 92
$/SPECfp 92

AXP3000-300
67

91.5

$12,995

19" Col,32,1GB

194
142

B. MID-RANGE DESKTOP

SPECint 92
SPECfp 92
Configured

$/SPECint 92
$/SPECfp 92

AXP3000-600
114

162.1

$21,465

19" Col,32,1GB

188
132

HP715/33
24

45

$5,695
237

127

HPT15/75
61
113
17,995
19" Col,32,525MB
295
159

HP725/75
61
113
20,995
19" Col,32,525MB
344
186

C. MID-RANGE DESKSIDE WORKSTATION

SPECint 92
SPECfp 92
Configured

$/SPECint 92
$/SPECfp 92

AXP3000-800
130
184

$36,000

277
196

HP735
80

150
37,395

467
248

HP755

80

150
52,000
(64MB)

650

347



SECTION 9

HP 9000 MODEL 700 SAMPLE PRICING

HP 9000 MODEL 705

e 19" grayscale, 16 MB RAM, diskless
HP 9000 MODEL 710

® 19" grayscale, 16 MB RAM, diskless
HP 9000 MODEL 715/33

19" grayscale, 16MB RAM, diskless
17" color, 16 MB RAM, 525 MB disk

19" color, 16 MB RAM, 525 MB disk
19" color, 32 MB RAM, 525 MB disk

HP 90