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BILL GATES: Good evening. It's great to be here and see all the exciting
things going on, the fulfillment of so many dreams and promises over the
years. My first keynote was in 1994, a long time ago. That was a time when
Windows 95 was just coming together, the Internet was just getting started,
and it was within a few years of that that we entered the start of what we call
the first digital decade. During that decade, the PC install base grew to over
one billion machines. Broadband went from almost nothing to over 250
million users. Mobile phones achieved a penetration of over 40 percent of the
people in the world. Digital photos moved from being a film-based activity to
being something that's done through the power of software. And music went
through that same transformation where today your ability to organize, and
select, and communicate is driven fully by the power of software. The trend
here is clear, all media and entertainment will be software driven. The first
digital decade has been fantastically successful.

The trend to have information wherever you want, to have Web sites get
richer, and allow business activity as well as consumer activity, taking the
full screen PC and making it better and better for those experiences,
customizing things so people get exactly what they want. Ten years ago |
talked about some pieces that go into this. | talked about the auto PC. Well,
today we have Ford Sync, you'll get an update on that, which is exactly that
vision. | talked about the handheld PC, and of course intelligent phones
including Windows Mobile smart phones are a huge part of the market today
with software allowing them to do richer and richer applications. The idea of
the TV meeting the Internet, well, we've really kicked that off in a big way
with Media Room now connecting up to over a million users, and people for
the first time realizing they can build content that's unique, a news show
where you see only the things you're interested in, or taking rich complex
events, like elections, and allowing people to navigate those in new ways.

So we've made a lot of progress. The first digital decade has been a great
success. And thousands of companies here have worked together, whether
it's to do great hardware, great applications, driving the platform forward or
the content that comes in from movies to videogames. Now, this is just the
beginning. There's nothing holding us back from going much faster and
much further in the second digital decade.

Before | get to that, I want to talk about the fact that this is my last keynote.
It's the middle of this year, in July, that I'm move from being a full-time



employee at Microsoft to working full-time at the foundation, as you heard.
So this will be the first time since | was 17 that | won't have my full-time
Microsoft job. And I'm not really sure what that last day is going to be like.
It could be a bit strange, you know, what do you do on your last day. So |
have some friends to help me prepare for that. So we got together and did a
little video. So let's take a look at that.

(Video segment.)

I really don't think it's an accurate representation of what's likely to happen,
but it was fun to put together. The transition, in fact, has been going very
well, with Ray Ozzie and Craig Mundie stepping up to take over my full-time
responsibilities. Of course, after the transition I'll have a few projects that |
pick, that are still about the magic of software, including things like how
software can advance education, and how software can advance healthcare
around the world.

So the foundation of the second digital decade, the advances taking place
there will be very, very important in that thrust. The second digital decade
will be more focused on connecting people. It will be more focused on being
user-centric. Microsoft will deliver platforms that will let people build
applications. Those applications will run not only on the PC, they'll run up in
the Internet, or in the cloud, as we say, on the phone, in the car, in the TV.
The applications will use the best of rich platforms and those Internet
services.

When we talk about services, we mean a huge variety of things, and things
yet to be invented, the mapping services, the payment services, the friends
lists, and storage that you can have in a very effective way up in the cloud
itself. These services will span work and business. The personal computer
has always been a device that spans that boundary. That's been part of the
beauty of it. So even things that are incredibly oriented to the business side
we'll be able to up-scale, and simplify them with cloud-based approaches.

So a lot of big advances will underlie this new class of applications. Things
that we haven't tackled yet, like the ultimate change to all of TV, or to
reading, or to healthcare and education. Those will be enabled by these
elements. The three key elements I'd highlight are first, high definition
experiences everywhere. Screen technology is getting better, not just the
high definition displays, but projection that will let us project onto every wall.
Your desk, we won't just have the computer on the desk, but in the desk, so a
meeting room table as you're collaborating, and the living room if you want to
briefing up and play games with something like a Surface, or organize your
photos. It will just be there, and easy to manipulate, easy to change and have
multiple people connect up.



The quality of the rendering, whether it's playing something like a game, or
walking through the downtown with a Virtual Earth type concept will be very,
very rich. 3D environments will exist for many of the Web experiences,
walking through a store, meeting people in a social 3D environment. So we'll
apply high quality video, high quality audio in a very pervasive way.

Second, all of these rich devices will be service connected. And so getting the
latest software, the browsing applications, and getting your data, you'll just
take that for granted. The idea that when you take a photo that it shows up
in the place that you'd like it to show up, that would be extremely simple. No
longer will users have to bridge between the devices, and they're the ones
who have to remember what's where. By having essentially the master of
what's going on stored up in the cloud, things like docking up, connecting,
searching across devices will be very simple, and the information, of course,
can be shared across many users in a very strong way.

In fact, if you just pick up the device and authenticate who you are, then
you'll connect up to your information. So when you get a new phone, or want
to borrow a device it will be a very, very simple thing to be up and running in
a strong way.

As you're moving around, even your activities that you want to have handy,
with stills and motion, and so organizing memories that you have, the
memories of your kids growing up, and having the system find what's
relevant to you, presented in a rich way, that digital memory application will
be one that is broadly used and very important. And yet, today without these
capabilities, it's something that you can't achieve. The devices will know
your context, they'll know your location.

Finally, the third element, perhaps one that people underestimate the most, |
would say, is the power of natural user interface. The first digital decade was
largely driven by the keyboard and the mouse. Just in the last two years
we've started to see the emergence of other modes of interaction. Touch on
the Windows PC, touch on the iPhone, the Surface device that we're talking
about, we started to see speech, the Tellme capability, built into the phone,
the Ford Sync, where you get to talk and interact with your media or your
phone capabilities.

The reaction to those natural interface implementations has been very
dramatic. People are very interested in a simpler way of navigating the
information. So the pen, with ink, touch, visual recognition, all of these come
together with the other elements to create very new experiences. Gestures so
that you can get things done, sitting in front of the TV set. So we're just at
the beginning of this, and this is something the software industry will build
into the platform, so individual developers don't have to go off and do that
complicated work.



Even areas where we haven't thought about software empowerment, like the
retail experience, walking in and picking a product you want to customize, or
home automation is finally, I think, simple enough that we can bring it
forward with natural user interface. So some key elements that are very
different, and show that the long-term research and innovation that we've
done over the previous years will come together and be drivers for these next
ten years.

A key building block certainly for Microsoft is the Windows platform. We'll
evolve that and use it as really the centerpiece building block. This actually
was an incredible year for PCs. PC sales grew over 13 percent, of course
that's a really gigantic base, and it's been amazing to see that. Next year,
again, the prediction is for double-digit growth. A year ago, we launched
Vista. I'm pleased to say that we've got over 100 million people using Vista
now, and that's a very significant milestone for the kind of applications
development, and special hardware work that we think is very important.
We have great partners building neat new form factor PCs using unique
capabilities. A lot of these are portable devices. A lot of them are far more
stylish than anything you've seen before, smaller, fitting into new ways that
people use personal computers.

We have online services. We and many other companies are seeing incredible
growth in those. For us, our Windows Live now, over 400 million people
using those services, including the new version rolled out a few months ago.
Windows Mobile, over 10 million new users last year, and double that in the
next year. So quite a variety of form factors, and a growing platform there
because as the capabilities of the phone have now gotten so rich, the breadth
of applications that you want to run there is getting larger and larger. And
that is certainly an environment where the input has been a limiting factor,
and the new platform capabilities will really allow you to do applications that
were impossible before.

I wanted to give you a quick glimpse of some of the things that excite us

about the latest developments with Vista Live and Mobile, so let me ask Mika
Krammer, who is the director of Windows Product Management, to come up
and show us some of the highlights of what I've been talking about. Welcome,
Mika.

MIKA KRAMMER: Thank you, Bill. (Applause.)

My life is my family, my friends, work, my lifeline is Windows. Windows
Vista, Windows Live, Windows Mobile connect and integrate my life in a way
that's simple and familiar. Gone are the days of multiple sign-ins, and
multiple contact lists, multiple hassles. With my single Windows Live ID all



my services, my e-mail, my calendar, are integrated, they're personalized,
and they're connected so that with one single Live ID they all come to life.

Tonight | want to share with you some of what's fresh and new, some of what
helps me stay connected. | have to tell you, one of the things that | really
struggle with is making sure that everyone is in the right place at the right
time. With the new Windows Live calendar, | can overlay my mom's calendar
and my husband's calendar so that we can organize and plan.

I'm throwing a party for my friend Gina, and | need to see if my mom can
help and take the kids. | see here that she's available, which is great. 1 am
sure that she would be more than happy to take my three very well-behaved
boys. Now | want to see who can come to the party. Here's a new Windows
Live event. I've used it to invite guests, keep track of who can come, and I'm
really entertained by reading the very creative excuses from those who can't.
I can also go back on this site, and everyone who came to the party can come
back on this site, and we can share photos with everyone. There's only one
problem in that I forgot to invite Bill. Easy fix, all | have to do, because I've
logged on with my Windows Live ID, | don't have to remember everyone's e-
mail, | don't have to reenter everyone's e-mail, because it's right here. Select
Bill and send him a quick note, bring your snowboard.

I also want to share a picture of our rendezvous spot and where we're going,
and | know that picture is somewhere here in my computer. If you're like me,
you know there's some picture somewhere on your computer but sometimes
it's kind of tricky to find the one you want. Well, with the Windows Live
Photo Gallery, I can find what | want and edit in an instant. Check this out,
I've got multiple pictures of the same location. | can select them all, and very
easily create an amazing panoramic photo. But if you're like most people,
snapshots in a shoebox, so the pictures are in your computer, on your phone,
in your camera, no one gets to see them. With Windows Live, it's so much
easier to share. Check that out, isn't that something you'd want to share?
(Applause.)

All right. All I have to do is fix it up a little bit, take out the rough edges, and
I can share it in e-mail, or I can share it on the Web. | can either publish it
on Flickr or to my Windows Live Space. | think I'll go to my Windows Live
Space. Sharing pictures has never been easier. It takes me to my Windows
Live Space, and it will be updated immediately for everyone to see.

Now in terms of my Live Space, | also want to get people excited about the
trip, and so what I want to do is be able to provide a picture of Whistler, and
snowboarding. With Windows Live video search, it's a snap. All I have to do
is hit Whistler and snowboarding, and I've been checking out these videos,
and rather than have to download every single video every time | want to see



one, all I have to do is run my cursor on top and it's there in an instant. All |
have to do is now upload my site, and I'll do that later.

When I'm on the go, Windows comes with me. With Windows Live Mobile, I
can search the Web, I can check out local traffic, I can instant message, and |
can share photos. Recently, I just with one click sent this photo from Vegas
up onto my Live Space. You know, now the old adage that what happens in
Vegas stays in Vegas no longer applies, it's up there on my Space for
everyone to see. We all lead busy lives, and quite frankly we all could use a
little help. With Windows Live, Windows Vista, Windows Mobile what's
familiar is now integrated and connected, what's achievable is redefined.

Thank you. (Applause.)

BILL GATES: Well, I got invited to that snowboard thing, so I've got to buy
one of these things. And so I'm in a snowboard store, and what they've got
for me is a Microsoft Surface. And that's going to let me customize the board,
let my personality show through. Of course, what it is is just a Windows PC
with some camera hardware and some special software that came out of our
research work that recognizes any gestures that I make. It recognizes objects,
it recognizes multiple fingers. It's very, very rich. So I can take this board
and say, okay, that looks good, I really want to see what I can do to the top
and the bottom, and it's just plain right now, so let's design my own. | can
take some boards that other people have done and thought was good, pick one
of those and bring that down, put that pattern on my top, and that's the old
free ride, looks good.

Now let me select some of these decals, I'll take that snowflake, if | want color
| just say, okay, this is a color wheel, slide around, that looks good. Now, you
know, | don't know what size | want, but let me move it on here so | can see
how it looks, put it right there, perfect. So that side has probably got enough
on it. Let me go to the other side and actually put a signature, so when I'm in
the air and people are down below me, they'll know what's up there. I'll take
that and size that, and put it over here on the bottom of my board. There we
go. I've got something that looks pretty good. In fact, let me finish by putting
some bindings on here, so | know exactly what that's going to look like.

And | think that's a good looking snowboard. But really, before I actually buy
it, would like to show it to my friends. So I simply put my phone down, that
gets recognized, and | get the choice of either just putting on the phone, or
putting it up on the Internet on Windows Live. I'll select Windows Live as
my option there. It goes up and now it's going to access it, come back and do
more work on it. So it's been a fun, simple retail experience. | didn't need to
learn anything to be able to use that application.



We see Surface showing up in many, many different situations, maybe even
here in Las Vegas as a new flexible interface.

Another big announcement for us last year was the introduction of a Web
technology called Silverlight, the ability to do video and animation in a very
rich way. Silverlight came out with some neat capabilities shipped in its first
version. It's gotten a great response. We see it as the runtime that will let
people do new media experiences. It brings the design world and the rich
development tools world together on top of a great runtime that we will make
pervasive. I'm pleased to announce today that we have a perfect partner to
showcase Silverlight, and that is that NBC has chosen Microsoft, the MSN
Group, as it's exclusive U.S. partner for online video footage for the 2008
Olympics. And what we'll do is, we'll take the 3,600 hours of all of the
different events, and we'll make it available live, we'll make it available on
demand, and we'll let you customize so that you can see what you're
interested in, be alerted of the different things taking place. And this type of
live event programming is something MSN has gotten very good at with
events like Live Earth. And so it's going to let us illustrate why TV is going
to be very different. Events like this in the broadcast format just aren't as
satisfying, not as great as we'll be able to make the Olympics.

Let's go ahead and hear from NBC their perspective on the unique things
we'll do together.

(Video segment.)

Well, I'll certainly enjoy the Olympics as a spectator. | can watch all the
different sports, and all the things that really grab me. So | think that a
partnership there is going to be a very important one.

Now | want to invite on stage Robbie Bach, who is the president of our
Entertainment and Devices Division. They're doing some amazing things to
drive this vision of connected experience. So let's hear from Robbie about
how that's going.

ROBBIE BACH: Thanks, Bill. Good to see you.

So it's good to be here again to talk about connected entertainment. Last
year | described connected entertainment to you as the process of enabling
people to get their video, their music, their gaming on any device and any
place where they want it. | want to talk about the successes we've had in
2007 in delivering on that, and also give you a peek at some of the things that
are coming in the future to continue to building connected entertainment.

First we'll start with gaming, and in the past year with the release of Vista,
Windows gaming has continue to grow and be strong. Vista was a great



operating system for gaming. It's doing a fabulous job there. And Windows
is far and away the largest gaming platform in the world and continues to
grow.

Now, Xbox on a worldwide basis has had tremendous success, as well, 17.7
million consoles shipped to date. And we are on track this year in the U.S. to
have the biggest year ever in videogame history in the United States. In the
U.S., through November, we did $3.5 billion of business. That's $1 billion
more than Nintendo did on the Wii, and it's $2 billion more than Sony did on
the PS3. And if you look at spend on Xbox 360 games, it's more than the
spending on Wii and PS3 games combined. So our Xbox business is in a very,
very good place.

In addition, we continue to grow on Xbox Live, the online gaming service that
supports Xbox. I'm excited to announce tonight that we have passed the 10
million member mark for members on Xbox Live, that's six months faster
than we expected to get to that number. So a tremendous momentum around
what's going on with Xbox Live. Certainly, a lot of the time people on Xbox
Live, they're playing games, but they are also enjoying TV and movies, and
we have two very important announcements on that front tonight, as well.

First, I'm excited to announce that ABC and Disney will be bringing their TV
shows to Xbox Live this month. On Disney that means shows like Hanna
Montana, High School Musical, and on ABC top rated shows like Lost, Grey's
Anatomy, Desperate Housewives and others. This is a tremendous
opportunity for us to continue to expand video content on Xbox and bring
more consumers into the Xbox Live experience.

In addition, we're not only adding in the TV space, we're also adding in the
movie space. We're excited to announce tonight that MGM is bringing its
library of films to Xbox Live. This includes classics like Rocky, Terminator,
Silence of the Lambs, Legally Blonde, and many more. Xbox Live, when
we're done integrating this content, will offer more than twice as many hours
of on-demand, high definition content as any cable or satellite provider. Over
35 studios and networks are supporting us now, and it's quite clear that
online distribution is going to be a powerful force in the future of video.

Our approach to television is not just through Xbox, of course. Media Center
continues its success and is on the vast majority of the 100 million-plus Vista
PCs that are in the market today. And in addition to having Media Center on
the PC, it's very important that we increase what's called the Extender
technology, this is the ability to take content that's on a Media Center PC and
extend it through a TV. Now, Xbox 360 is the first place we got started with
the Extender technology, and that's been quite successful. Tonight we are
announcing that Samsung and HP will also be introducing new extender
devices that connect the TV. And HP will be the first to build Extender into



their new high definition TVs with their Media Smart TV. So that's on the
Media Center side.

Finally, in the TV space we have our product Media Room. Now, Media
Room is our IPTV service that delivers high definition TV, DVR, and
interactivity through top service providers like British Telecom, Deutsche
Telecom, AT&T, and 17 others around the world. To date we now have 1
million TV screens on our Media Room service, and that number is advancing
very, very rapidly. We also have some key announcements in the Media
Room space tonight. Firstis a technology which we call DVR Anywhere.
This is the ability to record on your Media Room system content in one place,
and distribute it to other TVs around the house that are on the network.

We also are announcing some interactive applications we're developing with
Showtime, TNT, and CNN. This will give you the ability, for example, in a
NASCAR race to product your view of what the race was like. So | can pick
car number 35, or | can go into the pit and watch car 22 and its pit stop, and
produce that interactive experience myself. With CNN we're doing an
application around the election, and the ability for people to customize and
understand the political situation, and the election process in the United
States, in a very interactive way on the TV.

The final announcement around Media Room, last year here we talked about
Xbox 360 being a set top box for the Media Room service. This year we're
excited to announce that British Telecom will be the first operator to provide
that capability, and you'll be able to buy an Xbox 360 through BT, use it as a
gaming console, as well as a set top box on your TV.

When you look at all of this together, what we've done on Xbox and Xbox Live,
what we're doing on Media Center, and what we're doing in Media Room, it's
abundantly clear that building great, connected TV experiences is not a

hobby for Microsoft. This is something we take quite seriously, and we think
we can build a great business with great products for our customers.

Now, when you go beyond that to the music space, | want to talk briefly about
Zune. Now, the new versions of Zune that came out this fall are doing very,
very well. We've had fabulous response to the product in reviews, and | think
it's quite clear we're becoming the clear alternative to the iPod. With
capabilities like subscriptions, Wi-Fi, and a social experience we think we can
differentiate ourselves in this space, and we think there's plenty of
opportunity for that market to grow.

In fact, we've been so pleased with the results in the United States for the
first time we will begin selling Zune outside the United States and Canada
this spring, and there will be more opportunities for us to expand in the
future.



I will say that music is inherently a social experience, and we want to build
on that social experience. And that's why we introduced this concept called
Zune Social. Now, Zune Social is in beta right now. It has about 1.5 million
people who have tried the service out initially, and we want to give you a
chance to understand what Zune Social is. So | want to invite Molly
O'Donnell on stage to show us how consumers can discover music through
Zune Social.

Molly? (Applause.)
MOLLY O'DONNELL: Thank you, Robbie.
ROBBIE BACH: So take us through Zune Social.

MOLLY O'DONNELL: Sure, welcome to the Zune Social. Right here, let's
just take a quick tour, you'll see that I'm on my personal profile page, on my
Zune Social site. And at the centerpiece of the Zune Social is this Zune Card.
It's your personal Zune Card which you can personalize like | did with my
Zune Tag, my Zune Picks, and | even have some background wallpaper here
with one of my favorite pieces of art work. What the Zune Card does is really
tracks my most listened to artist, my most listened to song, and of course, I've
tagged some of my favorite artists.

ROBBIE BACH: So it's actually tracking everything you're doing on your
Zune, on the PC, or on the device?

MOLLY O'DONNELL: That's right. So my friends can see that Ted Leo, or
Rufus Wainwright, or Band of Horses are some of my favorite bands. And it
does that in real time, and in a dynamic way. So it's really cool for you to
track, but mostly for your friends to track.

The community has actually embraced this, and taken this to the next level,
and they've made an application already that you can simply post your Zune
Card to your Facebook page where you may spend a lot of time, or any social
networking or blog site.

But the really cool part of the social, it's all about people-powered music
discovery. And what I mean by that is I'll show you. As I scroll down here
with my friends list, you can see my friends, you can see what they've been
listening to, the last three tracks, Edie Pres, | think this is you.

ROBBIE BACH: So, let's go take a look. We should take a look at my page,
and see what's been on there.



MOLLY O'DONNELL: Okay, great. So, here you are, and | can look down
the right-hand side of Robbie's page, and | can discover his most recently
played songs.

ROBBIE BACH: Clearly some of this music is dating me a bit.
MOLLY O'DONNELL: Well, it's there for everyone to see.
ROBBIE BACH: There you go.

MOLLY O'DONNELL: We have your favorites and your most played artists.

I notice up here some of your favorites include Jack Johnson, John Legend,
The Fray. The top of the list is The Shins, and The Shins are a cool band,

and they happen to be huge Xbox 360 fans. So, I'm going to jump to their site.
So, what we have here is the Zune social site for The Shins.

ROBBIE BACH: So, they've created their own card for the band.
MOLLY O'DONNELL: That's right.

So, what this is, is you can see their albums, but you can also see the top
played songs from the Zune Social site, and you can see the top fans of The
Shins. You can see here this is yet another act of discovery, because you can
say this fan that likes The Shins also likes The Silver Sun Pickups, and (The
Sunbird ?). If I wanted to, I could go check them out, because maybe since |
like The Shins, I'll like them too. Again, a really cool act of discovery; you can
spend a lot of time here.

But we don't have a lot of time, so I'm going to just jump up here. You can

see Sleeping Lessons. It's a bit of an old song, came out last year, but I've
been meaning to buy it. I could either sample a track or simply click to buy.
What that does is it closes the loop from discovery of a song to purchasing. So,
you see here that I'm in Zune Marketplace, and with a click of a button I can
download and then synch it to my Zune, and it's all set.

ROBBIE BACH: So, now you've seen the full circle of people exploring,
finding new songs, finding friends, having an experience, and ultimately
buying and helping to build the music business in a stronger way.

MOLLY O'DONNELL: That's right. And I don't know about you, Robbie, I'm
a fulltime working mom, and | don't really have a lot of time to be listening to
music on my PC. So, when | do listen to music, it's on my device and on the
go and in a car. So, if we had a car to show you --

ROBBIE BACH: Well, I think we can probably accommodate you. So, let's
move from Zune Social and we'll talk about the automotive space a little bit.



Microsoft launched our Microsoft auto product in Europe with Fiat, and
they've done a fabulous job running our software, and then last year we
announced a partnership with Ford to produce what is called Ford Synch.
That's powered by our Microsoft auto software.

In the United States Ford expects to ship nearly a million Synch-enabled cars
next year, and they are expanding it across their line of Ford, Mercury, and
Lincoln cars, including this new 2008 Lincoln MKS.

Molly is in the car, and I'm going to jump in with her, and we're going to give
you a sense of how this works.

Okay, take it away, Molly.
MOLLY O'DONNELL: All right. So, when I'm driving, like most people, |
want my hands on the wheel, and my eyes on the road, but | also want to do a

little bit of multitasking. | want to be able to access all my devices. With
Synch you can just that.

So, for example, the Zune that | was just talking about, or it works with any
MP3 player, easily plugs into the console here, and the thousands of songs
that I have loaded here are all synched to the car.

Additionally I have here my Windows Mobile Phone, and it will work with
any Bluetooth enabled cell phone, and all my hundreds of contacts that |
want to call, my friends, my family, are all automatically downloaded and
synched into my car for easy hands-free. All you need to do, you can do all of
these things while driving, just with the sound of your voice.

ROBBIE BACH: So, why don't we try -- let's try playing a track.

MOLLY O'DONNELL: Okay, great. Let's do that. Maybe you can pick one of
your favorite songs.

COMPUTER: Please say a command.
ROBBIE BACH: Play track Cars.
COMPUTER: Playing track Cars.
(Music plays.)

ROBBIE BACH: | like that.



Now, | could do the same thing with a phone where | would say call a person,
call their work, call their home, call their cell phone number, and again get
that great easy experience using voice to control the system.

MOLLY O'DONNELL: Absolutely.
ROBBIE BACH: Fantastic.

MOLLY O'DONNELL: Simple as that.
ROBBIE BACH: Thanks.

So, the other exciting thing about what's happening in this auto space is that
that system is now upgradeable. So, one of the things that Ford is going to
offer is a new upgrade to Synch, which they call 911 Assist. Basically the
way 911 Assist works, if the airbag deploys on the car, the software will tell
you, I'm going to make a 911 call. And unless you stop it, it will then
automatically call 911 so that emergency services arrive to help you out. So,
that gives you some idea of what's going on in the car space.

Now, when I'm here in Vegas, we don't actually spend much time in the car,
because it's actually quite difficult to get around that way, so we spend a lot
of time walking, and I'm mostly on my mobile phone. So, | want to talk a
little bit about Windows Mobile.

Now, we all know that phones outsell PCs by about four to one, and Windows
Mobile is a leader in that space. Phones are going to be a big platform. PCs
are going to continue to be super important and continue to grow, but at the
rate of expansion for phones, it's going to be very important for the future.

Windows Mobile today outsells Blackberry, outsells iPhone. We're on pace
this fiscal year to sell 20 million phones, which is almost double what we sold
last year, with Windows Mobile software on it.

Now, one of the huge growth areas is in mobile search, and voice is really
going to be the natural way to use a phone with mobile search. Our TellMe
service is the leader in this space with over 2 billion voice searches last year,
mostly through the 411 service.

In the future they're going to introduce something called Say and See, and |
want to give you a chance to see that. So, | want to invite Molly back up on
stage to show us that service. Molly?

MOLLY O'DONNELL: Great. So, it's very simple, easy, and powerful, and
let me show you how it works. You see that I've launched TellMe, and it's
already identified that we're here in Las Vegas. So, if | want to search for a



local business, say like movies, | can just do that. Let me show you. Push
the talk button: Movies.

ROBBIE BACH: Now, because it has GPS, it's going to go out and find the
theatres in the area around here, correct?

MOLLY O'DONNELL: It did, and it is searching right now. It's brought up
the list of the closest theatres. | see here that the UA Showcase one is only
about a mile away, so I'm going to select that.

ROBBIE BACH: Oh, we've got to go see Sweeney Todd. We have to see this.
So, get us some tickets.

MOLLY O'DONNELL: Okay. So, notonly is it showing you show times, but
it's also showing you all the selections. So, let's get Sweeney Todd. Buy what.
Two tickets for Sweeney Todd at 9:20. So, searching. I think at 9:20 we
should be good to go.

ROBBIE BACH: Now, do I get to go to the movie at 9:20? Am | part of the
invitation?

MOLLY O'DONNELL: Definitely.
ROBBIE BACH: Oh, that's good, that's good.

MOLLY O'DONNELL: Anybody in your contacts. This is the cool part about
it is you can share with anybody in your phone contacts list, and you can just
press "share™ and again do a press to talk, and you'll have a text message on
your cell phone. So, send to Robbie Bach.

ROBBIE BACH: So, now it's going to send that to my cell phone, and I should
be able to pick that up.

MOLLY O'DONNELL: So, it's finding you. There you are. I've shared it with
you, and you should have a text waiting for you with all the information.

ROBBIE BACH: Perfect. Thanks very much, Molly. That's awesome.
MOLLY O'DONNELL: Thanks a lot. (Applause.)

ROBBIE BACH: So, now let me come back here, and you're going to see that
on my Windows Mobile Phone here | have the text message here, received it
from Molly. I'm going to select enter, and notice it's two tickets for Sweeney
Todd, and I've got it there. I'm going to scroll down here, and go to that link.
There is this free trailer for Cloverfield from Paramount that | want to look
at, so let me scroll down into that. Go to that Web site, | can scroll down here,



there's the exclusive trailer. Now I can play that on my Windows Mobile
Phone. So, you're going to see that trailer play here.

(Video segment.)

ROBBIE BACH: So, this is another fabulous way for our connected
entertainment experience to be seen.

Now, the exciting thing and the interesting thing about that scenario is it's
an example of how advertising campaigns can play a role in providing
entertainment in new ways and with new economics. This is an example of
places where we're working with partners like Paramount, Best Buy and
Verizon.

When you add that to things we're doing in the broader advertising space
with the acquisition of aQuantive and recent deals we've done with
companies like Viacom, Microsoft is taking a very serious approach to the
advertising space, and | think we're going to be quite successful there.

The mobile advertising market alone is going to be about $11 billion in 2011,
and I think with all the work we're doing we're very well positioned to take
advantage of that.

Now, just to wrap that all together in connected entertainment, I'm very
personally excited about what we're doing in connected entertainment, and
think we're the best positioned company to deliver on that vision. We're
number one in gaming. We're the leader in connected TV across what we do
with Media Room, Xbox Live, and Media Center. We're being very innovative
in the approach to Zune and bringing new social experiences. You've seen the
great work we're doing in the car and with car infotainment. And we are
taking advantage of new opportunities in mobile to continue to build that
great business. All of this is being done in the context of building community
services and new advertising and business models.

When you take all of that together, it's clear that software and services are
going to be key to connected entertainment, and Microsoft is poised to deliver.
Thank you. (Applause.)

Now, we talked about where we are today, and before our big finale, | do
want to bring Bill on stage to show some things in the future and where we're
going to go.

So, Bill, why don't you take us through a little bit of the future of what you
see happening?



BILL GATES: Well, the software advances, even very advanced things like
visual recognition will be in the phone platform. This is being developed by
the Microsoft Research group. It's fairly new stuff.

ROBBIE BACH: You can tell it came from the lab; there's no question about
that.

BILL GATES: How out of the labs.

So, I've got this unusual device, but it's connected up and running that visual
software.

So, as | walk around, as | see different people or see sites, it will actually help
me out. So, as | walk up to you, the device reminds me that you owe me some
money. (Laughter.)

ROBBIE BACH: Yeah, we're going to come back to that $20 in a little bit.
That's a disputed amount. So, we'll come back and see on that.

BILL GATES: Well, that's very handy. Of course, we could go out, walk
around outside. We've got this picture here. So, I can do that without
leaving the stage. But as | point up at this theatre, that's another thing it
will recognize. In fact, as soon as it does, it will let me know what's playing
there, maybe what tickets are available, what kind of seats.

ROBBIE BACH: It's also running an advertisement that sort of plays off
what's at that theatre, so again interactive business model.

BILL GATES: Then as I'm happy with that, I look around some more, and
I've got a restaurant I'm going to that is somewhere down here, I'm not even
really sure, but my phone knows that's where I'm headed, recognizes it,
shows that to me, and offers to show me the path down there, guide me.

Now, this uses the Virtual Earth 3D visualization that we're doing that is

just fantastic. So, you see all the buildings and sites as | walk down there, so
I've got that clearly in mind, or I could go back and step through that. | see
the current reservation and the menu and everything. | think I'm set for that.

Then if | point to another location here, I'll point to the Venetian, and as | do
that, it reminds me, of course, I've got this keynote that I'm doing, says Steve
is here, but he's playing the slots.

ROBBIE BACH: Well, that's pretty typical, don't you think?

BILL GATES: Yeah, | guess.



ROBBIE BACH: Now, it also says, Bill, that there is some CES history there.
You've done a number of keynotes here. There must be some amazing
memories and histories from that.

BILL GATES: Yeah, one of the great things about this type of device, which
this will be in the phone that you carry around, its ability to acquire the
videos, the stills, the calendar and organize those by using that information
so they're very easy to access, will be pretty phenomenal.

So, if I just click here on that history, we should be able to call up the
different kind of clips that were pulled together when | did the CES keynote,
and see a way that those have actually been organized.

So, when it starts out, I can see all the different media pieces, kind of a slick
3D interface, and then at first it starts with media, people, and different
information I've presented.

Another way we could look at it is we could see what the celebrities were.

ROBBIE BACH: Oh, this is the fun part of your keynote is who the celebrities
have been in them, right?

BILL GATES: You bet.

ROBBIE BACH: | remember The Rock. | was there for the 2001. That was
the launch of Xbox, right?

BILL GATES: Yep.
(Video segment.)

BILL GATES: We can move on from that one. (Laughter.) Let's see, we've
got quite a few here. Maybe we'll click over and call up Conan.

ROBBIE BACH: This is the year none of the demos worked | believe was that
memorable year, wasn't it?

BILL GATES: That was great. (Video segment.) Conan was hamming it up
there. (Laughter.)

ROBBIE BACH: Now, on the right there, Bill, it looks like there's something
that looks like it's sort of a TV barcode. What's going on there?

BILL GATES: Well, we'll see how quick this thing can do its job. Click on
that, and because it does such brilliant acquisition, we even see the keynote
that was just given, and a little clip of that.



ROBBIE BACH: So, it's recording it as we go through this right now?

BILL GATES: That's right. It knows that | was at the keynote, and the idea
is that you're not going to have to take a lot of steps, manual steps, that this
would just happen for you, and so all your past information is there and easy
to view in a really neat way.

ROBBIE BACH: So, that's an awesome view of what we're doing today, what
we're doing in the future, and where we think this can go.

But | do have one last challenge. Now, we have this $20 that | supposedly
owe you, and I've got one last challenge for you. | want to see how good you
are in Guitar Hero Il1l. (Laughter.)

BILL GATES: All right. | played over the holiday. You can go ahead and
bring it on.

ROBBIE BACH: Yeah, you've been practicing. | figured you've been
practicing, so let's play us some guitars. Put our guitars on here. (Cheers,
applause.) This is sort of like delivering some dueling banjos | guess. We'll
take a look at that now.

Actually, Bill, since | know you're competitive, and | know you've been
practicing, | actually decided | need to bring a ringer to help me. So, | want
to invite on stage Guitar Hero champion, Kelly Law-Yone, better known by
her gamertag as TipperQueen. She's going to be my entrant into the contest.
(Applause.) Take it away.

KELLY LAW-YONE: Thank you, Robbie, for having me out here in Las
Vegas. Let's show Bill how to really rock out.

(Guitar Hero 111 contest.)

(Cheers, applause.)

ROBBIE BACH: She's pretty good. So, | don't think she missed a note, so |
think somehow you might owe me $20. You're going to have to bring it on

hard to be able to beat that.

BILL GATES: Well, it turns out I've got my own ringer here. (Laughter.)
That's right, I've got one of the Guitar Hero Il gods himself, Slash from
Velvet Revolver. (Cheers, applause.) (Guitar Hero Il contest/cheers,
applause.)

BILL GATES: | think you still owe me.



ROBBIE BACH: Well, Kelly, I hate to say it, but I think I owe him the 20
bucks. 1 think he once again got me.

Ladies and gentlemen, thank you very much. | will see you again next year.
Thanks again. (Cheers, applause.)

END



