MICRSSOFT. MEMO

To: Jon Shirley
FROM: Scott Oki :H('
DATE: 23 January 1985
RE: OEM Price List
cc Bill Gates
Steve Ballmer
Jim Harris
Carl Stork
Bob O'Rear
Ron Hosogi

I have completed my review of Revision 7.0 of the OEM Price List.
There are some fairly major areas of concern that I will
highlight below as they affect International. In addition, some
minor issues are listed and I will have Carl Stork address them
in more detail in a separate memo,

Major concerns:

There are two immediate major areas of concern: MS-DOS pricing
and GW-BASIC pricing. As I interpret the price list, we have
Bilagnificantly increased the rovalties for DOS and have
significantly decreased the price for GW-BASIC Interpreter. If
we combine the price for the two products, there is wery little
total change for an OEM who elects to license hoth products., I
assume the underlying reason for changing the prices in such a
manner is two fold: 1) OEM's are resisting the high royalties
for GW~BASIC Interpreter and are deciding more and more
frequently not to license on a per system basis; and 2} we feel
that our market strength for MS-DOS is sufficient to charge
prices that are 300% higher than previously.

I agree with the first part in that International OEMs are also
resisting the premium we charge for GW~-BASIC compared to MS-
BASIC. Thereforer I am supportive of reducing the prices in
general for GW-BASIC Interpreter. However, I feel it is a big
mistake to make as drastic a change as proposed. Rather, I
strongly recommend that we simply adopt the pricing for MS-BASIC
Interpreter and Compiler on version 6.0 of the OEM price list.
Keep the separate commitment required for GWr but use the
identical royalty structure. Further, do pot increase the
royalties for M5-BASIC Interpreter and Compiler as proposed in
version 7.0.

The versicen 7.0 pricing for GW Interpreter is much too low; is an
over reaction; and: does not really incentivize an OEM to make a
large commitment (the business risk of going from a $20FK commit
to a $500K commit is not rational compared to obtaining a
S4/system royalty advantage [$10/system at $20K commit versus
$6/systen at $500KI1).
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My recommended pricing for 16-bit language products can be found
in Appendix A, attached.

For MS5-DOS, OEMs will view increasing our prices by 300% as pure
lunacy and gxtremely rude. I believe that it would polarize our
OEMs to license Concurrent PC-DOS from DRI. Thereforer I
recommend strongly that prices for MS-D0OS 2.X and 3.X remain
unchanged from version 6.0.

For MS-DOS 4.0, I think we have an opportunity to raise our
prices. This would be justified on the basis of having a
superior product compared to Concurrent (I hope this is true by
the time 4.0 ships). My recommended price for DOS 4.0 would be
based on the retail list price of the product. Since this is as
vet unspecified: it is difficult to make a concrete proposal;
however, let's try this:

RRP for DOS 4.0 5200

So. the upper bound for per copy pricing at a $20K commit level
should probably be a "distributor" price of $100 ($200 less 50%
discount). Prices at higher commit levels would be naturally
less.

My recommendation for MS-—DOS pricing can be found in Appendix B»
attached.

Qther lisgsugas

1. B8-bit language pricing is not consistent with 1é~-bit
language pricing. ILet's make life easy on ourselves and
have some consistency here.

2. We need a policy for QEM pricing for preoducts running in a
LAN.

3. XENIX 286 language pricing (page 13) does not make sense to
me.

4, We need to delete one or more Tools from the price schedule
for Windows Tools (page 19) unless we are going to actually
develop the products.

5. I'm not sure about XENIX pricing, It is also much higher
than previously.
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AfreNDiX A

MICROSOFT CONFIDENTIAL = FOR INTERNAL USE QMNLY
OEM FRICE LIST Rev. 7.0 = 12/15/84

MICROSOFT 16~BIT LANGUAGES
RUNNING IN MS=DOS ENVIRONMENT
(FAMILY PRICED)

CATEGORY A B £ o E_
$ Commitment/year $20K $E60K $125K $250K $500K
Paysble Upon Signing 10K 0K 62.5K 125K 250K
Min Qirly Pymts - Year | 2.5K 7.5K 15.625K Sb.25K 62,90K
Min Qtriy Pymts ~ Year 2 5.0K 15.0K 31.25K 62.50K 125, 00K
ICROSOFT Par Par Per Per Fer Per Per Per Per Per
> PRODUCT Copy Sys Copy Syst Copy Syst Copy Syst Copy Syst
. Price Prlce #frice Price Price PFPrice Price Price Price Frice
WA I 2z | 2 | 2 | 2 i 2
3 y ,y MS=BASIC INT {rcyaltyl Lo 30 A 23 3c 19 20 tL
5 Fr( 5,28 {packaged) (75,00 140,00 79.50 122,50 74,25 101.50 60.75 87150 53,75
\ MS-BASIC COMP (royalty) 10 3 ) 27 3¢ 18 25" 4
Gr' 5,36 {packaged} 197.50 158,00 £9.50 13B.25 79.63 114,55 67,78 98,75 59.88
MS=FORTRAN (royaity) 120,00 60,00 02,50 5i.25 B1.50 40.75 6.5 33,75
3.2 (packaged} 175,00 140,00 BO.OD 122.50 7/.25 101.25 60.75 BI.50 53.75
MS—-PASCAL {(royalty) 90,00 45,00 75,00 37.50 57,00 28.9%0 45,00 INL50
3.2  (packaged) 150.00 120,00 75,00 105.00 6€7.50 B7,00 58.50 75.00 47.50
MS=-COBOL (reyalty) 238,50 119,25 203,50 105,79 lel.5Q 80,75 133.50 66.73
1.12 (packaged) 350.00 280.00 (60,75 245,00 143.25 203.00 122,25 175.00 10B8.25
MS C C(H’IEER {reyalty) 50,00 75.00 27,5 63.75 100,50 50,25 B2.50 +25
1.0 {packaged} 225.00 120,00 (05,00 (52,50 93.7% 130.50 80.25 1i2.50 71.25
BUS BASIC COMP |, 10 (packaged) 225.00 |B0.00 102.50 157.50 91.25 130.50 77,75 112,50 68.75
MS=SORT 1,02 (reyaity) 56,00 28,00 46,25 23,13 34,55 {128 2675 13.28
{packaged)} 97.50 78,00 50.00 68.25 45,13 56,55 39.28 48,75 35.38
MASMAUTIL. (roys!ty) 33,00 16,50 25,50 12.75 16.50 B.25 10,50 5.25
3.0 {packaged) 75.00 60.00 43,50 52.50 39.75 43,50 32.25 31.50 32.25
rul ISP (packaged) 125.00 100,00 62,50 B72.50 56.25 72,50 4B.75 62.50 43,79
ruMATH (packaged) 1 1%0,00 120,00 75.00 105,00 67,50 B7.00 5850 75.00 4%7.50
MS-GW-BASIC INT 2.0 30 {0 be 30 Fr s L2 3o 15 e § A
ME=GW=-BASIC COMP 2,0 140 8O 120 60 90 45 60 30 50 25

Neote:

MS-GW-BASIC interpreter and MS-GW-BASIC Complier esch require a separate 60,000 per year
cenel+ment, Other 16=bi+ langua?es offered under M5-D0S way be Included as part of the
"Far1iy" with elther MS-GW-BASIC Interpreter or MS-GW-BASIC Complier. The CEM must adapt a
reference ranual +o be used as documentetlon for thelr specific version.

MASM Ts Included with al) MS-DOS sofiwere for developrent purposes conly; Th order to
ITcense MASM the OEM rust contract for ‘it en s sepsrate basls,

Sources are not avallable for MS-GW-BASIC Interpreter or MS-GW-BASIC Compller.

Packaged goeds are standard Mlcroseft products with Microsoft's standard lege and
peckaging. Each Peckaged Products packege Inciudes en oblect code diskette, a manusal, a
binder snd packasging materiais. The OEM rust provide the warranty and support for levels D
and E,
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Aftevoiwxe 3

MICROSOFT CONFIDENTIAL = FOR INTERNAL USE ONLY
DEM PRICE LIST Rev, 7,0 = 12/15/84

OPERATING SOFTWARE
(FAMILY AND SEPARATELY PRICED)

CATEGORY A A - N E £
$ Cerm | tment/year $20K $60K §125K §250K $500K §1000K
Paysblie Upon Slgning 10K 0K 62,5K 125K 250K 500K
Min Qtriy Pymts ~ Year | 25K 7.5K 15, 625K 31.25K 62,50K 125K
Min ¢triy Pymts = Year 2 5. 0K 15,08 31.25K 62, 50K 125, 00K 250K
MICROSOFT Fer Fer Per Per FPer Per Per Por FPer Por FPer Per
PROOUCT Copy Syst Copy Syst Copy Syst Copy Syst Copy Syst Copy Syst
Price Price Price Price Price Price Price Price Prlce Price Price Price
i 2 i 2 | 2 | F4 1 2 I 2
SEPARATELY PRICED (royaity)
MS-DOS 2.1t, 3,0 4w 30 40 B3 3 16 24 ¥ 20 T -~ -
MSD0S 4.0 Muitltasking 9o X3 45 ¥ 23 v a1 9 23 YIS am -
MS=WINDOWS 1.0 110 37 48 16 36 12 20 10 24 B - -
FAMILY PRICED (royalty)
M5-DOS 2.1§, 3.0 — e ee == 4o g3 % 10 24 L § 2 7
MS-DOS 4.0 Multitasking —— = e= e 450 33 w29 5 27 5D
MS-WINDOWS 1,0 - - - - 48 16 36 12 ko 14 24 8

Note: |. MASM Is Included with 2|l MS-DOS software for development purposes only; In order to

| - license MASM the OEM must contract for i+ on a separate basis. MASM (Microsoft's Macro
‘ 1At Assembler) VYersion 3.0 1s NOT availzbie as 2 no c¢hsrge upgrade to customers who have
| e llcansed MS-DOS when MASM Ver. I.X or 2.X were Included as part of the "MS-DOS

Product®. |+ wlll enly be avallable as & separately |icensed product. The retall price

Is now $150.00.

2, Per-system pricing for MS-WINDOWS 1s based on +he number of computer systems
manufactured. .

S-Networks pricing (for OEMs and independent Transport Vendors (IT¥s)
Teims and Condltions:
, 000 {U5%} due upon signing (recoupable egalnst royalties)

Royaltles
R CONFIDENTIAL

10,00 gtworking board

OEM or 1TY must report quarterly but nead not commit to min)mum quartsrly payments.

Source (ode:

MS-NETWORKS Server Source Code Is avallable In special situatiens, The OEM is charged
§50,000,00 per Implementation = see sales managers for specisl conditions. A special
MS-Networks server source code License must be used to llicense +this product, (See Llcense
Agreements Handbook.) An "Implementation® means a ®binary compatible adaptation.”
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