














Top Contributor Initiative (TCI) - Will be phased out as SVI goes live country by country.
TCI will be turned off at the end of the quarter and SVI will start at the beginning of the
following quarter. To leave no gap in Business Partner Incentives, the 30 day advanced
registration requirement in SVI will be waived for the first month after deployment in April
and July of 2006 for all Business Partners.

IBM Complementary Solutions Fee (ICSF) - Because there is potential for Influencers who
do opportunity identification and/or sell to earn higher rewards via the new program, the
software addendum for ICSF will be eliminated. ICSF will be turned off at the end of the
quarter and SVI will start at the beginning of the following quarter. To leave no gap in
Business Partner Incentives, the 30 day advanced registration requirement in SVI will be
waived for the first month after geo deployment (i.e. April 2006 in U.S., for all Business
Partners).

The ISV Advantage contract addendum will be modified to include the new SVI incentive
in the list of available secondary contract relationships. This allows ISVs to receive the
additional enablement assistance and other benefits as available in the PartnerWorld
value package while also being eligible for SVI incentives.

OEM transactions are not affected by these program changes. OEM Business Partners
who sell IBM middleware to a customer through their OEM contract can not participate in
SVI on that transaction.

Q14: What criteria must Business Partners meet to participate in SVI?

Be an approved member in IBM PartnerWorld at any level.

Have 3 or more current software IBM Professional Certifications, of which at least 2 must
be technical certifications to be approved for Software Value Incentive.

Eligibility for fees on any brand content in a transaction requires a current software
technical IBM Professional Certification in that brand at the time the opportunity is
registered.

NOTE: Certification requirements are waived until January 1, 2007 at which time all
certifications must be in place.

Q15: When is SVI being rolled out?
SVI rollout is starting in April...

Launch in 5 countries on 3 continents, on April 3rd...(US, Canada, UK, Australia, New
Zealand)
Rollout more countries every quarter (e.g. France, Italy in July) until we cover the world.



Detailed Q & As

Q16: Can you provide more detail on the Opportunity Registration process

a. How does the new opportunity registration system work?

Accessible from within PartnerWorld, Software Value Incentive leverages the Global Partner
Portal (GPP), an opportunity registration system that allows Business Partners to register to
identify and sell a new opportunity, or simply to sell. The first Business Partner to register an
opportunity, and demonstrate active engagement with a customer, will be approved to earn
incentives as long as the customer completes the purchase. Incentives are earned
independently of how the transaction is fulfilled. Once submitted, the opportunity is associated
with that Business Partner as the deal is progressed through to closure and the Business
Partner flags it as “won.” When the software order has been fulfilled the system calculates the
incentive fees and pays the Business Partner.

b. What steps do Business Partners have to follow to receive this incentive?

There are effectively two separate steps the Business Partner will need to follow:

1. To sign up for the program:

|.  Update PartnerWorld Profile for SVI - the Business Partner’s Authorized Profile

Administrator (APA) signs in to PartnerWorld http://www.ibm/com/partnerworld and
clicks on ‘Update your Profile’. Once in the profile, the APA updates their company
profile and clicks on Software Value Incentive program which is located in their
country enterprise record. If a Business Partner does business in multiple countries
then the Business Partner must apply for SVI in each country.

ll. Review Terms and Conditions - the Business Partner reviews the IBM PartnerWorld
Agreement - International Software Value Incentive Offering Attachment (Software
Value Incentive Terms and Conditions).

lll. Accept Terms and Conditions and Complete SVI Enroliment Form - the Software
Value Incentive Terms and Conditions are an attachment to the IBM PartnerWorld
Agreement - International. The documents include:

a. Software Value Incentive - Offering Attachment
b. Software Value Incentive - Operations Guide

IVV. After reading the Terms and Conditions in the previous step, the Business Partner
accepts the Software Value Incentive Terms and Conditions by clicking “I Agree” and
is then presented with the SVI enrollment form. Upon completing the enroliment
form, the Business Partner clicks on Save/Exit to submit to SVI Geography
Operations.

Once registered for the program the Business Partner will be registered to use the
Global Partner Portal (GPP).

2. To register opportunities for incentive payment, the Business Partner should:
|. Register their opportunities in GPP and submit them for SVI eligibility. IBM will
approve or reject the opportunity for identify and sell or sell only. If approved the
Business Partner proceeds to sell the solution.



ll.  Once the solution has been sold, the Business Partner updates the opportunity in
GPP to make sure it is accurate, attaches their sales documentation, and closes it as
won. IBM will match the opportunity to a sales order and evaluate the sales
documentation.

lll. If the sales order is found and the Business Partner has adequately demonstrated
they have influenced the sale then IBM will approve the opportunity for payment.

c. How long do we expect it will take for a Business Partner to be approved to
participate in the opportunity registration process?
The target for notification of approval to a Business Partner is five business days.

d. Who will be responsible for approval of registered opportunities?
There will be a dedicated, local geography channel incentive team responsible for evaluating
each opportunity and approving them for Identify and Sell.

e. If multiple Business Partners are involved at different stages - or even the same stage
- of the sell/deploy cycle who should register the opportunity?

The Business Partner that is managing the opportunity with the customer should register the
Opportunity and manage the split of the fee between the Business Partners involved. If
multiple product families are involved each Business Partner can register the product family
they will be selling and implementing and collect the corresponding fees.

f. If opportunity identification is tied to sell, what incentive is there for the Business
Partner who simply identifies an opportunity and passes it on to the appropriate
opportunity owner?

None. In order to earn identify fees the Business Partner must be involved in the sell.
Although Business Partners may earn sell fees without necessarily having identified the
opportunity.

g. How long do we expect it will take for a registered opportunity to be accepted or
rejected?

We will notify the Business Partner within five business days if a registered opportunity is
accepted or rejected.

h. How long do we expect it will take to see payment of earned incentives after the
opportunity is closed?

There will be no changes to the existing fulfilment discount and rebate payment process for
Business Partners eligible for identify and sell incentives, fee payments are made on a
quarterly cycle.

Incentive payments are not approved until all required information is submitted. During the two
weeks following the end of the quarter, IBM verifies transaction documentation and establishes
Those transactions that are eligible for payment. Calculation and approval of payments is
performed during the next four weeks. Incentive payments are made via local geography
processes.



Example 1: If an opportunity is closed on the 15th of September and the Business Partner has
supplied all of the required documentation supporting active engagement in the sales process
prior to the 30th of September. If the transaction is approved, then the incentive will be
included in the Quarter 3 Payment Cycle and they should expect to receive payment in late
November/early December.

Example 2: If an opportunity is closed on the 28th of September and the Business Partner has
Not supplied all of the required documentation until the 1st of October (close of the Quarter 3
Payment Cycle) then their payment will defer to the Cycle for Q4 and they should expect to
receive payment in first quarterof the following year.

I. Is it possible a Business Partner’s application for participation in the incentive
program be denied/rejected?

A Business Partner may be denied participation in SVI if they are not a registered member of
the PartnerWorld Program. In 2007, if the Business Partner does not have the minimum
number of certifications or if their certifications lapse, they could be denied participation in the
program.

J. What are the criteria for which a registration could be denied/turned down/rejected?

Reglstratlon may be turned down if:
The opportunity does not meet the minimum revenue level of $10,000 USD License
revenue in Americas or EMEA, and $5,000 USD license revenue in AP.

=  The opportunity is already registered by another Business Partner

= |IBM has already identified the opportunity and does not want to engage a Business
Partner on this transaction.

= |IBM has already identified the opportunity and has engaged another Business Partner on
this transaction.

= Information required for the opportunity registration is not complete.

k. Would there be any reason why a Business Partner would not be eligible to receive

program incentives?

= In 2007 Certification compliance will be periodically reviewed and Business Partners
whose certifications have lapsed will not be eligible to receive program incentives.

» |f a Business Partner fails to provide sufficient sales documentation to demonstrate
involvement in the sell they will not be paid incentive.

I. What will be the process for verifying evidence of a Business Partner’s active

engagement in a sale?

Proof of sale documentation submitted when the deal is flagged as won within the opportunity

registration system will be reviewed for completeness and validity. The following are

examples of the evidence/documentation that will be required:
A proposal or SOW that pre-dates fulfillment by 30 days. This should include a
description of the customer needs and business requirements, the proposed offer, and the
expected return of the software investment.

= |dentification of the decision maker (name and title) and date is of meetings that were held
with the buyer.

= Documentation of the proposed solution (e.g. proof of concept, prototype, etc.).

m. What happens to opportunities that are part of an Enterprise License Agreement
(ELA)?

Business Partners can register opportunities and earn identification and sell incentives for
SWG products that are fulfilled under Enterprise License Agreement transactions.



n. Are there any accounts where IBM will not pay, Identify and Sell fees to Business
Partners?

IBM will not pay on public sector accounts in the U.S and Canada. (EMEA, AP, and LA to be
confirmed) The plan is for all other accounts to participate.

Q17: How will SVI opportunity registration interface with the registration or bid for IBM
Systems & Technology Group (STG) division?

IBM Software Group SVI Incentive and IBM STG Bid Certification (currently US and Canada)
will both be using Global Partner Portal as the tool for registering and approving opportunities.
This will allow a Business Partner to enter an opportunity once that includes hardware and
software and submit it to each respective program. IBM will continue to evaluate the use of
the tool for other opportunity management functions.

Q18: How can | get sales help with a registered opportunity?

There are several ways to request sales assistance for an opportunity:

1. When registering an opportunity the Business Partner has the ability to designate viewing
rights to their IBM channel sales team or to their VAD, making them aware of the
opportunity and allowing them to provide support.

2. For Business Partners who have IBM Software Sales Representatives, they should be
their first point of contact. VARs may also connect with their designated distributor (VAD).

3. Alternatively, contact the SWG Channel Manager in the IBM Business Unit local to the
customer you are working with.

4. For Business Partners who are members of IBM PartnerWorld Industry Networks (and
have achieved the Advanced level of membership in PartnerWorld), they can also connect
with IBM worldwide sales teams via IBM Sales Connections to help them close sales
opportunities that involve IBM SW, HW or Services.

Q19: How is the PWIN Sales Connection program related to SVI?
The two offerings are separate but complimentary.

The Software Value Incentive program is the new over-arching incentive structure that the IBM
Software Group will use to reward Business Partners of all types (Consultants, Sls, ISVs,
VARS), for the value they provide in the sell cycle (from identifying opportunities, actively
selling our middleware, to fulfillment). It will also protect Business Partner margins through the
use of a deal registration system, and is a consistent program across all software Brands in all
parts of the world. You can also get sales assistance by giving IBMers or your VAD access to
the registered opportunity.

Sales Connections can be used by Business Partners who are members of PartnerWorld
Industry Networks (and have achieved the Advanced level of membership in PartnerWorld) to
connect with IBM worldwide sales teams to help them close sales opportunities faster and
maximize their solutions exposure across sales organizations. It is our intent to develop cross
linkages between these two programs over time.



Q20: How is the new opportunity registration system positioned against the existing
PartnerWorld Lead Management (PWLM) system that Business Partners are already
using?

The two systems are complimentary and have different objectives. PWLM is essentially a lead
distribution and tracking system within IBM’s CRM application, whereas the opportunity
registration system is a payment system focused on tracking and rewarding Business Partners
for the value theybring throughout the sales cycle. Initially, there will be some functional
overlap between these systemsbut over time our plan is to integrate them into a single,
common interface for our Business Partners.

Q21: Will Business Partners who currently complete a registration for leads in the
need to register opportunities in the GPP separately?

Yes. A common requirement that we heard from Business Partners during the design of SVI
is that theywanted to ensure we protected the confidentiality of their opportunity information.
Only the local geography Channel incentive team, and other parties that the Business Partner
gives access to, can see the opportunity (e.g. IBM Rep or VAD). For some Business Partner
we recognize that this means they will have to re-enter information that they entered into
PWLM into the opportunity registration system if they wish to receive the SVI incentives.
However, it is our intent, over time, to integrate all relevant systems into a single, more
convenient interface for our Business Partners within the Global Partner Portal.

Q22: Does SVI enable closer synergy with the IBM sales team?

Yes. SVl is all about Solution selling. SVI will fuel cooperation and synergy with both the direct
IBM sales team and the IBM Marketing teams. By focusing on and rewarding value,
throughout the sell cycle, SVI will attract Business Partners who are genuinely good at selling
solutions and know how to drive demand and generate their own leads. This creates a pool of
Business Partners that we can confidently pass leads to in the knowledge they won’t waste
them, and they have the skills to bring them to closure. That's also very good for the customer,
by the way. Skilled Business Partners build better, more stable solutions that are more likely
to solve customer’s actual business problems resulting in higher customer satisfaction with
both IBM and the solution provider.

Q23: What are the key messages that differ per Business Partner type?

VARs can broaden their ability to be compensated, retain more margin, and earn incentives
for discrete activities in the sales process, i.e., identifying and selling opportunities, as well as
fulfillment.

ISVs and Consultants / Systems Integrators can receive a greater incentive opportunity for
Identifying new opportunities and influencing middleware buying decisions without having to
fulfill.



VADs: There is no change to how VADs pass incentives through to their partners.

The SVI program benefits VADs because:

»They will retain more margin. Today, with multiple VARs bidding on deals, VADs are frequently
asked to pass on additional discount to their Tier 2 Business Partners in order to help win deals.
In our new model only one VAR will get the SVI incentive for a registered opportunity. As a result,
there will be less downward pressure on the street price.

»\VADs are able to leverage this new incentive structure to recruit and cultivate higher value-add
Business Partners.

»\VADs can help establish linkages between ISVs, Sis and VARs

»Provides visibility to registered opportunities (with Business Partner approval) allowing the
VADs to focus marketing initiatives and sales assistance.

»Preferred distributor requirement in SVI develops a tight bond between the VAD and their
Business Partners allowing them to team together in developing middleware opportunities.

Q24: Where can IBM sales teams and Business Partners access more information and
related support materials?

sAdditional information and resources are available via the IBM PartnerWorld Web site:
www.ibm.com/partnerworld/softwarevalueincentive
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