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. MINUTES OF THE MEETING
OF THE BOARD OF DIRECTORS
OF NOVELL, INC.
MONDAY, SEPTEMBER 18, 1995

A meeting of the Novell, Ino. Board of Directors was held on Monday, September 18, 1995
commencing at noos Mountain Time, The meeling was held pursuant to a telephone confarence oall,
Seven of'the eight Directars were present for the meeting namely: Bob Frankenberg, Jack Messman,
Haine Bond, Larry Sonsini, Alan Ashton, Ian Wilson, and Joln Young. Also present by i mwtatmn
were David Bradford, Ty Mattingly, and Jeff Turner of Novell. .

Mz, Frankenberg chaired the meeting and David Bradford seeved as secretary for the meeting.

PROPOSED SALE OF UNIXWARE BUSINESS
AND EQUITY INVESTMENT IN SCO

Mr. Bradford and Mr. Frankenberg first confinmed that the Directors present on the call had received
the materials regarding several proposed transactions. .

Mr, Frenkenberg then pravided an avervicw of soveral busincss trausactions the Company was -

gegotiating with Sants Craz Operation, Inc, (SCO) and Hewlett-Packard for the purpose of
strenpthening UNTX on the Intel Platform. ¥3 described ons of the key steps in this process as the
sale of a partion of Novell’s UNIXWare buainess to SCO. He then described a proposed structure
nnder which Hewlett-Packard would take a Jeadership position in the development of 64vbit UNTX
technology and, under which, Hewlett-Pacerd would license Novell networkmg Services as a core

- componeat of fisture 64-bit UNIX,

My, Frankenberg next desctibed ¢hanges in the current competitive landscape which prompted these
transactions. Ty Mattingly next outlined the financial impact of NovelP’s sale of its UNIXWare binary
business to SCO. He discussed the impact on employeas of Novell’s Florham Park facility and the
plans to transifion a portion of this headcount to SCO and Hewlett-Packard. He then described the

shares of SCQ stock Novell would be geiting in exchange for its UNTXWare business and the future
royalty arrangements. ‘

Varions quesmﬁs were then posed by the Directors concemm'g: possibla analyst reactiong; impwt
on cmployees; impact on Novell’s relationship with Microsoft; the ongoing viability of SCO; the

impact on Novell's operating expenses; service on the SCO Board; and-due diligence that had been _

conducted to date. Mr, Frankenberg, M, Mattingly, and Mr. Bradford responded to the questions
and 2 discussion ensued, ‘
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The Diectors next discussed varlous competitive alternatives and concluded that the transaction as

Structurcd was justifiable both fromm a strategic perspective as well as from a financial ona.

Mr. Bradford and Mr. Sonsini then reviewed the terms of the Asset Purchase Agreement betwoen
SCO and Novell. Both the financial terms of the transaction wers reviewed as well 25 the non-
fingncial terms incioding issues of Standstill, Rogistration rights, Board seats, Rights of First Refusal,
employea severance, and what happeas in the event of a change of control of either SCO or Novell
The Directors asked a variaty of questions conceming the contract terms and sugzestions were made
to improve the terms of royalty collection from SCO. ‘ . -

Then, upon motion. duly made, seconded, and unanimously carried, the following recitations, and
resolntions were adopted: BT : :

RESOLVED: That the Board of Directors of this corporaticn (Novell) hercby determings that it is
in the best interests of this corporation and its sharcholders to enter into ain Asset Purchase

Agreement with The Santa Cruz Operation, Iuc, (SCO),
Pursuant to the Asset Purchase Agrsement, Novell will transfer to SCO its UNIX and UnixWare

- technology asscts, a portion of the employes base in New Jersey (spproximately 100 of 400

empployees), equipment used in UnixWare business, and oertain sssumed Eabilitlos thereto, Pursuant
to the Asset Purchase Agreement, SCO will issaa'6,1 million new shares of common stock to Novell
SCO will also collect and pass through to Novell 95% of the SVRX Royalties. Further, SCO will
pay to Novell oagaing royalties associated with their fisture sale of the UNIXWARE technology as

mote fully set forth in the Asset Purchase Agreement,
Novell will recain all ofits patents, copyrights and trademarks (except for the trademarks UNIX and

UnixWare), a royalty-fres, perpetual, worldwide license back to UNIX and Uni¥Ware for intersia] use ‘

and resele in bundled products, Twxedo and ather niscellaneous, unrelated technology.
RESOLVED FURTHER: That the fllowing addilanal tecss will be part of the Asset Purchase-

. Agreement between Novall and SCO, Novell will select an individual to be nominated for election:

to the Board of Directors of SCO. Novell will have the right to maintain its percentage ownership
in SCO #'SCO issucs or sclls new sharcs, Novell will also have a right of first refiusal on the'sale of
SCO to any one of the following companics, or their affiliates, which are: Sun Microsystems;
Microsoft, Hewlett-Packard; IBM; Digital; md Fujitsy. Novell will have demand registration rights
on SCO sharcs purchascd. ’ _

However, Novell will bear the costs of employee severance and will contribute 5 O‘V; of direct Eiger

development cost until such contribution reaches an aggrepate of $2.5 million. SCO is committed
. to shipping the new merged product in 199

7, and SCO will support Hewlett-Packard’s white box
version. of UN]X. ' ‘ : .
S * That the terms and conditions of the Assct Purchase Agreement as set

RFESOLVED FURTHER:
forth therein are hereby approved, subject to such changes and mudifications of & non-raterial natire
a5 the proper officers of Novell may consider appropriate or nécessary, | '
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RESOLVED: That the Board of Directors of this corporation (Vovel/) hereby determines that it is
in the best interests of this corporation and its sharsholders to enter into 3 Memorandum of
Understanding (MOU) with Héwlett-Packard Company (HP). The purpese of the MO is to set

forth the cnrrent zmitnal intent of Novell and HP regarding the following: HP handling the

development of the 64-bit UNIX and giving the source code to SCO in two years for a ghrink-

wrapped version; and HP seceiving license feea for the 64-bit UNTX ance Novell's System V Ecenses

its NetWare Directory Services (NDS) and MiddloWars to HP and SCO.

AMERICA ON LINE BOARD MEMBERSHIP

Mr. Frankenberg then outlined a proposal he re¢eived from Stéve Case and Alexander Haig from
America On Line to join their Board of Directors. Mr. Frankenberg reviewed the pros and cons of
such service with the members of the Board. A discussion ensued. It was concluded that Mr.
Prankenberg’s service on the America On Line Board wonld have a net positive affoct on Novell.

STOCK OPTION GRANT

The Board then considered the grant of stock options ta various Novell employees. Then, upon
mntion duly made, seconded, md unanimously carried, the following resclutions were adopted:

RESOLVED: That Novell, Ino. grant to the employees Ested on Exhibit “A™ non-qualified
| stock options of 410 \OO  shares vesting 28 percent after one year and vesting quarterly
' thereafier at the rate 0£6,25 percent per quarter at an option price of $19.00 per share representing

the closing price of the stock as of the last trading date (September 15, 1995) before the dato of the
Board Mccting; the term of said option is to be 10 years. With all of said options to be issued in

sccordance with the Novell, Ine. 1991 Stock Plan as amended.
ADJOURNMENT
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