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the W’mdows environment for first tim, users, and ~,ovid~ a rea.~n for OEMs to bundle
W’mdows.

C~mpetifiw dis’pla~mcnt: If Microsoft Works or Microsoft Works for W’mdows am not
bundle~l on new user and small business PC.s, it is likely that LomsWorks or Spinnaker’s
PFS:W’mdowWorks will be. Given the natar~ of new users, and the fact that they made
th, decision to buy a PC bundled wi~h software, it is very unlil~ly (’m the shor~ term) that
they will go to re.tail to purcha.~ Mica’osoft Wodc.s. Thus Microsoft will have forfeited both
th~ OEM and th~ ~ r~vcnue~

Bundling KBU applications with ~ategic hm’dwa~ enables h’BU to teach a vast customer
ba.~, gmera~o ~bstantird r~ve~uc and In--rapt comp~itors from displacing Microso~
applicafion.~ OHM btmdl~ with HBU r, oflwam facilitzw.~ putting
desk and in every home., rtmnlng Microsoft software.

The OEM Envh’onment
Several factors make th~ OEM channel a critical vr.hicl¢ for EBU to lew:mgo NOW, at the
launch of the Solution

13 Bundled sofi’w~rc is s compe_ thive nec~ssl _ty: As j~ abotn g~ry major OI~I enters the

.forced OHMs ~ Frovide incr~m~l val-� by bu~ilin~ mf~ra~ In mo~ cas~.
~-tcgra~xl softwar~ is bundled in order w l~ovid~ a ba~level o£ software fuec~omlity.

msWodcs4 and Spinmk~s i=rodn~on ofPFS:W’mdowWod~ ha~ ~med

mad~ a viable business of bundling old v~ons of their softw’a~ soflwar~ and then
upgrading users to new vet~ns.8 In most case~ if gu OH~ does not bund~ ]~lc~.osofl

~ Perfect Path to EBU Custoro~: Softwar~ bundl~ on h~rdwa~ se~ug though mass

op .pommay. for F_.~U ~

earl y re~h. ed by o= m~i~g..~-o~..y,w¢ a~o ¢rca~ a s~’ong franohi.sz fcrfutm~ retailcross-sell and upgngl¢ busine~

EBU O’EM Objectives
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1) Drive increased penetration ofEBU ap_ pliearions while maxSrnlzin~ profitabfli .ty.
-OEM bundling provides excellent vehicle to reach first time user/small business

-Augments retail distribution, by allgwing customers alternative means of tnocuring
software.

-Provides 100% penela-ation on target PCs.

2) Provide Strong Introduction message for launch of Solullon Seri~
-Third party endorsements by credible OEMs will make EBU’s message more believable.
-Facilitates product adoption via word of mouth exposure.
-Legitimlzes products and marketing message.

3) Accelerate Windows acceptance
-Solution Series applications make W’mdows viabl~ for new and small business users and

applieation~ (either entry level or ldgh end)

Pricing Strategy

rt~,. wa~. pro_ _v~a_e~_ ~a’age at prc~ua ~ t-’xoaacts nearing the end of their llt’=

mca’em~, m peaetranc~ a~l revenues ~ sotm,wll-plaeed OEM btmdles.

peru zor wotmwnne btmdles.           ’

Pricing Model

~ ~ .r~pnc~. g moo~ nmmpaes a ~ aration raW.~ b
_ _~x~u_ tsm.a .~[_mr~..t~we~I~’.I~. figure. Usingthis~base3~ne, EBU is able to~u~nr~ pzonmom~ W in=easing Imemg, based on various unk CCm’aratrr~.nt levels.
.PmSstSS~ �~,sts ar~ ~Iso fimtot~l in to cav~r _e:Speas~s incazt~d for callers who call Microsoftea~ of~h~ OHM for product support.~ Using t~s penewation made~ catmiba~,~tiou of



OEM Pricin~ Analysis:

Profitabi~ty at retail:
Product .... WinWorks" Publisher M’6uey
SP,.P $199.00, $199.00 $69.9~
Area-age SelLing Pr’icc (47% or"0
R~v~mt~ $105.47 $i05.47 $37.07

,-Cogs $16.00 $16.00 $6.00
-Partial SMSD and Intl ~ $21.09 ~ $7.4i

PSS Cos~-
-cos~ per unk9 $1 ~0 $1~0 $1.~0

Lowest Price/Bre~l~en: $2.57 $1.$2 $1.~2

~.m~n= su~.. ~ ~n and pzod~ life cy~ Wo~s for W’mdows wiIl b~ the

i= ~or, 1~. Woflc~ Becau~ of PC Wor~ success and the competitive nam~ of

cve~, aria wm dr~ase zrom ~ based onmcre.zs~ m~ commitm~mls..

~uo~ ~uo~s~r aria ~won~y zoyalfi~ w~l ~ at 13~ o~ SRP a~ t~e lower

~ and bundling nmltiple appHcmions.           "

~ ~,~ ~n~a ~ocu~eo enom oy me OEM sate~ force. Additional I~BU produ~,

the calL~ will b~ avoided. ¯
produ~. SuPP~Z c’~ts will tlum equau~ t° appmxtmme’17 $1~0 Pez O~M unit, 1~"
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such as Windows Productivity Pack and W’mdows Entertainment Pack will get similar
treatment from OF.M, and will follow a sin~ar pricing s~rategy.lo

Pricing exceptions will be made on a case by ease basis, based on the state of the market,
the value the OEM brings to the table, and competitive pressures. Exceptions wiIl be made
with approval from EBU product marketing and OEM management.

OEM Pricing Schedule
Units: PCWorks %ofSRP W|nWorks %ofSRP Publlslaer q~o~$RP Money %ofSRP
<25k $15 10% $20.00 10% $25J]0 13% $9.00 13%
251:+ $10 7% $17.00 9% $22.00 11% $8.00 11%
50k+ $7 5% $15.00 8% $20.00 10~ $7.00 10%
100k+ $6 4% $10.00 5% $18.00 9~ $6.00 9%
250k+ $5 :3% $8.00 4% $16.00 8%" $5.00 7%
500k+ $4 3’~ $6.(10 ... 3% $I2.00 6% $4.00

Cross Sell/UpgradePotentials
The other ofrport~ty that Ot~t creams is it~xemmtal x~ail ~x~l upgrade Imsitu~ss.u By
distributing product registration eaxxls witla all OI~l Ixmdl~ lVftem~t~ w~l hav~ access to
a largea- set of reefs. Assuming ltmt 15% of OEM use~ wi]l sul~it reglstratio~ cards, md
the following set of atrp~ ~-~sumptions, the models below e~imat~ that ~ft
will be able to derive $6.26 (average of both see~ario~) f~r evta~ Ol~vl tmlt sold amt
$41.75 (average of both scenatlos) for every n,am~ eolketed.

Example #1: OEM User who larva" purel~-~ Money and Ext’~l at retail
Units:

100_~e00_.-

154 Reg ram:

Money Rn~ @ $37

Excel Re~ @ $250 $7~0,00~ ~5

~o~�~ Appca~r~x A11.1.his .
,fur c~mpl~ li..~tlng of EBU pt~lncts and pricing nehexh~

busme~ will be expIor~d ftwlber and coneI~ will be published during September.
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Example #2:OEM user who upgrades to next version of WinWorks and
~urchases Mone7 at retail.

UniL~: IO0,(KIO
15% Reg raL~ 15.000

Upgn~k~ ~o WiaWor~ 2
30% upgrade ra~ 4,500
~ ~v @ ~o ~,ooo.oo

25% buy Money 3,7.50

Inc~me.n~I R¢~ P¢~ OEM Uuh: $3.64

Risk~
While the OEM opportunity is substantial, th¢~ a~ also some risks intw.~nt in se./Iing EBU
appllc.atlons through the channel. Each can be managed, ~ order to reduc~ th~ downsid~
exposure..

¯ l) ~r Alienation: Res~ll~rs may fe.e.I that l~m~soft is r~lucing their
oppommiti¢~ by bundling softwa~ ~ OEM PCs. This is a legitima~ ~ b~t
tlmt has les.~neA during the last ~2 momhs, as hardwa~ amt softwa~ companle~ hav~
bcgu~ to do this e~ masse.. Resellcrs should bu encouraged ~o deal with the ctmngcs that
hav~ tak~ place in th~ e.hann¢.I and de.mm~ methods o~ ~g fl~e muhlmdcs of
computer use~ Th~ following points should be used as supporting data.

oRe.~a~ is EBU’s #l Priori _t~, EBU’s #! objcctiw i~ ~o l~w th~ most successful softwar~
products at r~tail. T~s business is paramo~ and will con~u~ to driv~ ore"
programs and Im~dact du’velopm~nL RcseIlcn with conceras ~bout lost business should

¯ Mass Men:hants ex~ b~coming common pl~,’-,.- Th~ compu~" and softwar~ ~on

PCs and softwa~ will b~ sold.

¯-Mass M~rchants DEMAND P(2s bundled wi~h so~- Mass ,v~m~m.~ genexally do
no. t hav* th~ sal~ and support staff ~o ackxiaa~dy nx~hand~ e~d sell sofzw-ar~ Mos~
mass m~.~s _l~t’. ez to sell.com~.a~s w~ softw~ l~-izmall~ u

.u,mr ou.~ne.~, emcroso~ ~s aomg ~ w~m ¯ ~ set of products, to ~ ma~t wh¢~ it
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Tactics
EBU will e, xe~to s~v~ral tactical programs to incre, a~ the OEM business and to enable
1Vficrosoft to captm~ names and ~venmally cross sell into the OEM cust~mex base. The
following outliae several programs being developed.

1) OEM
-Coupoa provide, d for all OEM customta’s
-Poteadal "differe, atiating factors" for key OF, Ms.
-Allows for collection of nameskegistcring of customers
-Providers mechanism to send usex to retail
-Kit Contents:

¯-Growing Your Business Booklet, via coupon fulfillment
-Software r, gistrafion cards
-Solution Series product iafo

-Fr~ checks w/tmrchase of Money
-r-r,,e dip art/pag~ wizard w/trar~hase of Publlshca-
-Upgr, zle offms to Word, Excel, etc.

2) OEM Sales Forro Resotm~_
-OEM sales f~ traiaing
-Sales Materials: Product aad presentations lxrmided to all OEM salea reps

3) Co-Promotlons with key OEM.~
-EBU to comider spedal collaboration with OEMs doing "special" madmting to EBU

Summary         ¯

o..u.sa~-, aria mo~y lmmd~ ~_g reaso~ fro" OEMs to b-~¢ Whxlows amt the

c~t~pany in thh eatatm~ while augmenting our t~tm’l ~ and adding dgnifie~
ln~mbfilty to IVficn:no~s lx~’~om line,.
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AppendZx A

ENTRY BUSINESS UNIT OEM STATUS GRID

I I

~      ~ Wo~ 5,~ ~.~ ~ ~-91      M~-~    ~     MS ~/a
~mWo~ 5,~ ~ ~ ~

~ ~mWo~ I0~ ~ ~ ~ ~ ~ O~ O~

~d~Z ~ ~Wo~ ~ ~ ~ ~ ~ ~ O~ O~
S~ ~ ~Wo~ ~ ~0~ ~ ~SI ~ ~ O~ O~
~ l~m .~ Wo~ ~ ~ ~ ~ ~1 ~ O~ O~

~mW~ 4~ ~7~ ~ ~; A~ ~ ~ o~

~ ~w~ ~ ~ ~ ~O ~D ~ ~ O~

T~    ~D~ ~ p~ ~ ~ON

$149,00    . $199,00    ’ $L~9o00, .~P $6~..~ ,SRP ~39.~ $59.95 i$49,95
$L~O0 ~10~,1 $20.00

$5.,00 3~,,~       4~ $Z5.00 8% $5.00 "/% SLO0 $1.00 $’LO0
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