PLAINTIFF’S
% EXHIBIT
apuy s [Cann Comes v. Microsoft
S Lyl
rchard]
MICROSOFY Memo Joocha~t
Date: 10 Octobec 1991 L
Tot Tom Gemmell i-e.éfb
From: John Williams, EBU OEM (S
CC:  Mike Maples, Susan Boeschen; Welinda French, Donna Garrison, Michael Harvey, Pich Madintosh,
Mike Negrin, Heidi Breslacur, Mike Metzger

RE: EBU APPIICATION OFM PRICING

This document ontlines the revised OEM pricing for Entry Business Unit applicatioas for royalty agrecments!,
Thess revisions supercede the pricing shown tu the EBU OEM Strategy Document that Doasag and ¥
peeviously published3. Packaged goods priting for EB1J apps remaing as pubfished in the most recent *OEM
Price Guldeline foc Appbeationt Products” {attached foc reference).

Ta addition to policies noted in the guideline document, sevexal key additions must be made for EBU deals:

1. Product update registration cards are required far all EBU application royalty bundles,

2, A $1 discount pec application for pee-install (subtract from royalty) applics to all bundics with Wocks for
Windgws, Publisher 2nd Moacy.

3. A §3 pex product, pee unit uplift for support applics to all Wocks for Windows, Publisher and Mooey buandles
where MS is handling end-usec technical suppact.

4, Training of OEM suppart leads is mandatory for Wocks for Windows, Publisher and Money bundles
where OEM is handling end-user techuical suppart’, 'I‘ma.mgwillbepwowdedatxfccbyMSPSS The fee
_can be charged to the OEM or absarbed by MS OEM sales.

ROYALTY PRODUCT OFFERING: Entry Business Unit Applications (English Ouly):
A) Primary EBU Applications

Units FCWosks %SRP | WinWosks | %SRP | Publishes %SRP | Money %SRP
<25K $15.00 10% $20.00 10% 2200 U $10.00 U%
2K+ $10.00 % $18.00 % $26.00 19% 00 13%
SOK + ST.00 5% . $16.00 5% 32400 12% $8.00 2%
00K+ $6.00 % ) can ves e *oe e
250K + u‘m 3% vea oo == ea oo e
SO0K + 1% v oo e vee wev oo

“'Mm&mmUmmuwfwmmmwm

B) Addhtionel EBT Applications -
Units WEP WrP LDox
P95 ) 35995 | 34998
| <ISK | S400 | 3400 | 3400
K+ $3.50 $3.50 $1.50 N
0K+ 33.00 100 .00
WK+ § $200 |- $200 3200
20K+ § $1.00 $1.00 $1.00
500K+ | 3LOO 3100 $1.00

mnhﬁxmmypoﬁindaﬁ@ingmdhnplmaﬁngthmchmm

1 These sovistons are effective October 9, 1991, Royalty deals mds pooc 10 (his dute defer 1o priciog agreed upod for dugation of
agrocment term.
" 20npkes of the EBU OEN Stoxta gy docuascnt are svelable from Johawil

A complete epoc for tralalng content, timlag 5 costs will be forwaeded 1o OEM Saics by 10/31/92, Johawﬂxlhcmapobltf«
questioncfiszucs prior to that date.
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Microsoft-
OEM Price Guideline

Jor Applications
Products
Effective October 15, 1991
Index
Table Tape
ROYALTY PROD, TARLE PAGE

High-End Windows Applications | Al | US Only Products
A2 | Foreign Language Versions
Entry Applications ‘I Bl | US OanlyProducts
B2 | Foreign Language Versions
Multimedia & CD-ROM Titles C1 | US Only Products

Working Models of Win Apps US & English Language Countries
Incentives/Adders Z1 | Royalty License Adjustments
FINISHED GOODS
High-End Windows Applications| D1 | US Only Products
Entry Applications El | US Only Products
High-End & Entey Apps Finished Good Foreign Langunage Vers.
Multimediz & CD-ROM Titles F1 | US Only Products
Incentives/Adders Y1l |Finished Goods License Adjustments
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Micrasaft lntemal OEM Price Guidaline MICROSOFT CONFIDENTIAL

Royalty Product Offering

For all applicatinns royalty liccascs, the OEM is cequired to separate the application program setup/iastall files
from the spplication, For character applications, these files would be put onto the MS-DOS disks. For Windows
applications, thesc files would be put oato the OEM's Windows disks, The disk labels and OEM's application box
should have the printed statement: "For distribution only in conjunction witli [OEM's] microcomputer systen’s”.

High-End Windows Applications

US Only ' License Unit Commitment
A1 PerSystem Royaltles 5,000 + 25,000 + 50,000 +
: Excel for Windows $116 96 $79
Word for Windows $116 $96 $78
Project for Windows $162 $134 $111
PowerPolnt for Windows $116 $96 $79
Office for Windows $232 $192 $159

Foreign Language Versions Licease Unli Commitment
A2 PerSystem Royalties 5,000 + 25,000 + $0,000 +
Excel for Windows $101 $158 $131
PowerPolnt for Windows $191 $158 $131
Project for Windows $288 $222 $183
Word for Windows $191 $158 $131

Entry Applications

US Only Licese Ualt Commitment .

B  PerSystew Royaltics 5,000 + 25,000 + 50,000 +
Works ' $15 $10 $7
Woris for Windows $20 $18 $16
MS Money $10 s 38
MS Publish $28 $26 $24
Win Entertainment Pack $4 $4 $
Win Productivky Pack $4 4 8
Leaming DOS $4 “ L=}
DOS Word $45 $35 25

Foreign Language Versions Licemes Uok Commitment

B2 Per-System Royaltics £,000 + 25,000 + $0,000 +
Works , $28 $19 3] o
Works for Windows $7 $3 $30 S
MS Money $19 $17 $15 1<
MS Publish : $52 $48 4 oo
Win Entertatnment Pack $7 $6 $6 =29
Win Productivity Pack $7 $8 6 s
Leaming DOS 87 $6 $6 e
DOS Word $83 $65 $46
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1Mcsosof Intamal QEM Price Guldeline

MICROSOFT CONFIDENTIAL
ultimedi D-ROM Titles:

US Only License Uoit Commitment

C1  PenrSystem Royaltieg (7,8) £000 + 25,000 + -50,000 +
Muttimedla Bookshalf $22 $19 $15
Mulkinedla Beethoven: The 9th Symphony $15 $12 $10
DOS Bookshelf $i6 $t4 $12

w n odel dows Application

" OEM royaly for Liceusing futl-function/Jimited capacity Eoglish language versions of Windows applications Working

Models is $1.50 per-copy. Royalty s to cover Micrasoft support costs. Working Models presently offered for
liccusing conxist of Excel, WinWard, WiaProject 2nd PowerPoint, OEM is required to pre-install Working Model
an g hard disk drive with Windows.

Royalty License Inceptives & Adders (Tables A & C);

Adjustments
Z1  Pre-lnstall on hard disk drive {subtract from royaky) (6) -$5.00
OEM ralles on M$ for end-user support {per-unit uplift) (5) +$20.00

Determining The Applicable Royalty

The OEMs *License Unit Comemitment” is determined oo an application-by-application basis, The application
toyalty is deteninined by the number of units the OEM licenses, Foc example, if the OEM licenses 15,000 copits of
Word for Windows the royalty will be $116.00 (from Table A1).

Incoath
Considering an OEM that would fike to license Word for Windows and pre-install the application onto g hard disk
drive, their royalty would be adjusted as shown below.

S000+ 25000+ 500004

Word for Windows $115.00 $96.00 $79.00
Less pre-install incentive =500 =300 0
Net Word Royalty $111.00 $91.00 $74.00

Continuing with the example, if the OEM is mablc to proside suppart in the UK, ahthough they intead to distribute
the products there, the OEM will thercfore rely oa Microsoft's UK subsidiary to provide suppart to their buyers in
that coumtry and will be charged a royalty uplift, Base royaltles for uaits shipped in the UK are from Tablk A2 and
dctermined as follows:

800+ 25000 50000+

* . Word for Windows $191L.00 $158.00 $131.00
Less pre-install ncentive -5.00 500 5.00
MS end-user support (UK wnits only) _+20,00 220,00 42000

Net Word Royalty $206.00 $173.00 $146.00
Ining’ inim oitmen t

Quote minimum commitments at quantities no greater than the micimum units specified in the header of a
particular price column. Ja other words, if an OEM states they will ship 35,000 units, quote their minimum anit
commitmeat at 25,000 units and apply the royalty from that columa. If thc OEM expects to ship 10,000 units, quote
their mialmum unit commitment at 5,000 and royalty from that column. The one exception to this rule is for quotes
at 15,000 yaits. It is OK to quatc the OEM the 5,000 column royalty 2nd 15,000 umits.
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Microsott intamal OEM Prics Guideline MICROSOFT CONFIDENTIAL

Notes an Royatty Licensing (A, € & Z Tablog)

Note 1; Application liceascs require the OFM to include a Microsoft product update registration card in the box
the application ships io. For OEM's selling dircetly to end-users this may be waived provided the names,
phoacs and addresses of the cod-uscrs receiving MS applications are supplied to Microsoft. This applics to
all products abave including Maltimedia & CD-ROM titles,

Note 2: Royalties arc for per system licenses for a maximum period of six (6) months, reacwable for an additional
six (6) moaoth periad. .

Note 3: Tke OEM is responsible for production of a finisbed goods far end-users. Negotiate vigorously far
guarantced OEM advertising featuring the Goeensed application(s).

Note 4: The OEM packaged Micrasolt application can be distributed oaly ks conjunction with OEM's PC systems.

Notc 5 The OEM will provide ead-usee support for liceased applications ia every market they sell the product . 1
the OEM ships product into couatrics where they arc unable to support the application and will thercfore
ecly on the local MS subsidiary to provide cad-user suppoct, the OEM will be charged as pee Table Z1.

Note 6: OEM is provided a goldea master copy of the application for pre-installation purposes.

Notc 7: Encyclopedia and Dictionary are subsets of Bookshelf, although the Encyclopedia should be liccased first if
the OEM is undecided betwecn it and Dictianary,

Note 8 Goldea masters for each of Multimedia fitles arc located at DADC ia Terve Haute, [ndiana. Costact
Dircctor of Multimedia Publishiag marketing for details.

Note 9: Contact V.P. OEM if you have inquiries about licensing applications oa a per-processor basis.
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Finished Goods Product Offering
igh-En Indows Applications

US Only - Yolume Commitment Price Valume Licease Combtitment

D1 $000+ 25000 +
Excel for Windows $108 $i73
Word for Windows $196 $173
Project for Windows $278 $243
PowerPolnt for Windows ' $198 $173
Office for Windows . $398 $348

Entry Applicationg

US Oaly - Volume Commitment Price Yoluna License Commitment

E1 5000 + 25000 +
Works $49 $44
Works for Windows $66 $64
MS Monay $24 $23
MS Publish $69 $67
Win Ententainment Pack $14 $12
Win Productivity Pack $20 $18
Leaming BOS $17 $15
DOSWord $45 $35

| n
Finished Goods liccases for foceign tanguage versions of High-Eod Windows and Batry applications are offered at a
46% discount from the SRP of the applicable forcign language country, Products are offered under master license;
fulfiliment and billiag is through the local subsidiary, Forcign Language Royalties are for all noa-US distribution
ficenses. Charlotte Guyman should be advised of forcign Jangnage quotes.

Multimedta & CD-R :
US Only - Volume Commitment Price Yoluma Lictey Comutitment
F1  Valume Commitment Price (4,5) 5000+ 25000 +

Muttimadia Bookshotf $66° $59

Muitimedia Beethovert The 9th Symphony $30 $27

DO8 Bookshelf . $68 $59
Finl ood neentiv Ad ables D & E only):

Adjustments
Y1 Pre-install on hard dlsk drive (subtract from price) (5) . -$5.00
X 190751
CONFIDENTIAL
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Determining The Applicable Price

The OEM's "Volume Uait Commitment” is determined on an application-by-application basis. The applicable price
is determined by the aumber of units the OEM commits ta. For example, if the OEM commits to buy 15,000 copies
of Word for Windows the price will be $198.00 (from Table D1 $198 = $156 + $42). The total price paid by the
OEM will be (ke sum of the "Package Pace” and Royalty”. Each of these twa price componcnts are payable at
diffcrent times (cuch Jike mousc business). The Package Price is due on shipment cf packages to the OEM and the
Royalty is due along with the appropriate quarterly coyalty report.

Applyiog Price Incentives & Addery
Cousidering an OEM that would like to liccase Word for Windows and pro-install the the applicatioa oato a bard
disk drive, their price would be adjusted as shawn below.

5000+ 250004

Word for Windows
Package Price $.00 $00
Royalty $00 $.00
Less pre-install incentive =500 =00
Net Word Price $. $00

Quote minimum commitmeats at quantitics no greatee thas the minimum uaits specificd in the header of &
particular price columa. To other words, if an OEM states they will ship 35,000 units, quote their minimum unlt
commitment as 25,000 with the applicable price from that columa. If the OEM expects to ship 10,000 units, quote
their minimum unit commitmeat at 5,000 and price from that column, The one exceptioan to this rule is for quotes
af 15,000 units. It is OK 1o quote the OEM the 5,000 coluna price and 15,000 units.

Nbotes oa Finlshed Goods Volume Commitment Pricing & Licensing (D, F & Y Tables)

Note 1: Volume Commitraent Prices are for & maximum period of six (6) months though arc renewable for an
additional six (6) mouth period.

Note 2: Microsoft packaged applications can be distributed only in cogjunction with the GEM's PC systems, Try to
obtain OEM advertising featuring the lisensed MicrasoRt applicatioa(s).

Note 3¢ To faclilitate the instsliation prooess, OEM' that pre-istall applicatioa(s) ou a hard disk drive are
provided a golden master copy of the applicstion and permitted to make as many copics as are purchased
under the license. ]

Note 4;: Eacyclopedia and Dictionasy are subsets of Bookshelf, althongh the Eacyclopedia should be Geensed first i
the OEM is undecided between # and Dictionasy.

Note 5: Golden masters for Multimedia titles are Jocated at DADC in Terre Haute, Indiana. Contact Director of
Multimedix Publishing marketing for details.
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