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Digital Research:

How they sell to OEMs.

mmwmgsdmmmmmwmmmmmmom
division. mnmmﬂthmiywrﬂdemmmmmmdMaBWw
beaﬂypossn:lernplwtsfommm Plaase diract any commenis, suggestions or questions to
me. Your feadback s valued and eppreclated.

Summary

findlng the best combination for an Account. They are tenaciots end go Lo eXI16mMas In order 1o
class OEM Ncansas by rendaring “commiiment” maaningless, playing with payment terms and
otfering low prices. 1

mamanmﬂhkuenu-shmmmudmhaw{dmmmj
than e old version® (meaning MS-DOS 5.0). DR-DOS 5.0 s offerad in ROM verslon for portables
and gmbecddad systems, Verslon 5.0 s 2!c0 ofiered n disk media as & low-end OS that OEMs can
mmumpummummmnwmmmwuy. Bath verslons camy
ommuummmmmmusm CR-DOS 5.0 is sold at & 10%-20% -
discoure from version 6.0 foyalties excopt In 6.0 ROM that hes been liconsed at 8 80% discauri. kb .
falr to eay that price (s the major part of any phch ORI makas fof othar product.

M&ﬂgWO&sMMMMMWWMmMMMSm&N

into rarkets whera MS m;mmbudmuumwumwwdw
M.mmmmeﬁwmannwmmpmm .
with disk commpresaion end version 5.0 ROM with power managament). They have good coverage of .
OEMs in South East Asla and South America. Other areas of panetration are PC mothorboand and .
chwowummusmwmmmmm Finally DRI has hs

oW loads 1 foliow and has Reonsed soma DEMathat MS doasnit know and some thal we doat

pursua since they hava problems paying tha bits.

Relatively naw to tha ORI phch and falling o of thalr aequisition by Novelt Is "DR-DOS: the DOS .
custormized for your [Netware] networ, Thera Is tmore 1o this merget than marketing a cllant OS5,
which led ma lo consider discussion Novell /Bodand marger rumaors and tha possible impact on MS,
Sutfica 10 xay, tha rumar will heip sek papors and such & merger would be encouraged by IBM©
divide the DOS 05 market es they fight ta maka 05/2 of Pink or whatever a winnes,
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ymplications tor Microsoft

Dﬁl'snmngihmuwwnbeddadmmwwbemodbymmpummvwnm
deskions. This erength gets them ln the doorto accounts athorwise belonging to MS.

DOS customized for networking 886 10 DRt s *More Advanced, More Featureg” pitch. Novell's
distrbution strengths give credtbiiy to DRts custom client OS.

Mmmvmwmmwmmammnmmmm;m
vmenuuymbaoomtmmkwmmreedmuwm A Noveli fBotland marger
would accentusate such a problem.

DH s finding tetls ground where M5 has e presence both geogrephiceliy end within market
streta, ﬂmoommdeswmmgmwﬂonsmac.ﬁtmmﬁudwn
goals) and when they do It becomes very dificult to dispiace ORI

Compatiblity ks sither gn lssue %or an OEM or not. K not, theo the price feature compatison
makes DRI the tholoe. Tha wo key features that seem 1o be gencrating demand for DR-DOS in
mhmﬂumdameonwalonlnvushnensﬂmupmlammmm Tha
press has nat been overly critical of DR-DOS compatiolity. Some userg may foc! imilarly.

DRI strongths In third tier PC vandors, and especially on lowar-end PCe s mosty & pricing lssue.
HSMdﬂudVMpoasbllydm/wBBpﬁdmubwleveh DR has licensed DR-ROM
DOS 6.0 st $1.50-$1 royaky mtes.

DRl's Customers
In general, DRI 1a fenced it seekdng opportunkies inThixd Tler 2coounts and geographias whare

thinly covered by Microsott. Some accourts signed by DRI ara financlally un

. With fow
sxcaptions MS controls Tier ! and U markets, though DRI s

Yandors

Tierl puting pressure o tha law-ond Tier If vendors (Vobis,
Gardinal). With DR-ROM DOS's early reiszss Lo market thay
heve made much headway. The potential exdsts (or them 10
push twle way up from the Jicss of embeddad systoms and Into

4t PCs for companies that span both form factocs.

Twer I ks compasad of & potpourri of vendor typas: small FC
producers, erbadded systam houses, FC motherbaard ehops,
PG poripharal producers (hard drives), vertical market /system
dagrator producers, and move. DRI has lscensed many
matharboard enanulacturecs that bundle DR-DOS packaged
product with the boand and ship as one shrinicwrap unit ta

Tiee ll

frmns e e

scraw-crver assemblare overseas, This regults In a large
amount of down-channel umbundting, gray market resaling and

H channd ponflict which M3 has chosen 1o avold.,
1
\ﬁ/ The DRI Sales Pitch
DRI's salos plch can ba roughly staged in terms of varsion
DR! Gose Wherd MS Doatn™: | cpienses a3 shown below. Stage I ks realty an extenslon to the
Mﬁﬂ’ DR-DOS &0 “nore” pitch whare they offer more advanoed

technology, more Sadbla tarms, and more veiye, With the

addhion of DR-DOS custombzad for your (Novell) natwock” and & captive VAR audience with open
ears the start of demand puMl for the product may be possbia.
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Stages of the ORI Sales Pitch:

Stage |: DR-DOS 5.0 Staga II: Tha New DOS 60 Stage Tl Netwarg
M3 Focusas on O5/2] More Advanced, More Features Integration
DAl Fils DOS Void Mare: Fin, Goad Embed
1) he Loglttmate to T) Get yout LAN
Buy DO5 Fetall o= | Advanc P Mg Ll Raady Client
2) DR Peat MS to mos in
Market With Flexible §FG, Easy lysvib, A oy
DOS &0 Easy As Ga Retall Bax
Price  g524550 [sesiz ksess
1988 1t 1992
Pricing

DR(WmmaMddy.ﬂwughaanndEﬂ%dWsmmmdm
strongest exlas piches. [t is used effectively for 5.0 in comrbination with the "M you just need &
vanfla OS with baslc compatibliny® peeh, R aiso worka well with 6.0 and the ‘get o fealures at &
lowar pricd” plich.

DR-DOS Pricing Summary Pricing datalls summartzed in this tabte am attached tothe
i Avo. | W | Low | backofthisreport DRI does nol dBferentlate pdces n
Packa ¥ 31 torms of POr-processr, per-5Ysiom, o par-copy the way
: 'mu:’ 139001 o121 wado. Furthc, 0o distnction s apparentfor dfrert
From 3830 s12 | §1 processors. The prics ks the same whathor shippad with an
- 18005 or 1804896-33 multiprocessor system, Basicaly,
vhatever definition/applicarion of the terminclogy that ks naaded 10 closs a deai iy usad. Even
volume guidelines are thrown to tha wind since K ks possible 1o gt the same pricas st 100K or 250K
vammiments, Wit does taem conslstont ls fat DR-DOS pricing s typlcally 50%-60% of tha MS
guideling royalty for disk media versions.  ROM warsiona can be &5 low 43 10% our royalty. DR-DOS
vmauemwywnammwmmum Locallzed version
pricing is unclgar from the ona exampla we hava where DRI chenged the OEM a one-tima $5,000 flat
fes (L think this by perdanguage but we havert confinnation).

Conwnitments

Depending on the customner and pricing, OR bas defined commitcent 1o Maan evasything from "all
thue on gigning” (royalty $/unk tmes unk commitment that s} 10 “customer expects to ship N unis™,
The Tower tha pricing, the mors bite 10 the “commiment”. Quctes for exiremaly Low prices usially
catTy comtnitmant requinrements such 23 "sl dues on signing” of *guarctarty oaln commit payments’,
though there are 8 Jarge pumber of pay 23 You go customer Roonsae.

Another play on commiments that DR uses Is 10 quote the price st N unit comitment, and ¥the
committment & not met, add $2 {or somd amount) 1o the rayalty on htute shipments and a back-oil
payment for ail past units shipped.

Credibllity /Professionalism

Thara ls avidence that DRI Is at & disadvantage insofar as credibifity counts to anacoount. Some of
our accounts have exprassed distaste over DRIs high-pressure “cosa the sala® approach and with
some of thelr acoount managers. Altermativaly, DRI has workad hard et Bortandizing their public
knage, trying to beoome percalvad sy the smaller, smarter, momg responsiva choloe vis-a-vis
Microsoft, just as Borland has daveloped this perception versus Lotus.
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DR-DOS QEM Licensees

an Incotmpteta st of thelr OEM ticenses,

There Is na evidence ta support price difierentiation on the basls of par-processor/system/copy
licanses. Mosi of tha OR-DOS 6.0 packaged product & e our “Easy Distriution” paciaged MS-
DOS 5.0 which Incudes a Conclse Guide and disketts sat shrink wrapped sogether. Royaltles below
for packaged product Inciude 8 COGS companent bull Inta the totsl shown In the “Royaity” columa
Wmmmmmwmmmammmmmew
gleo {though we do nat imow the § figura) so othera may also. Royaky gures represent a best
astimata by account managers. This table helps develop Bn undorstanding for DRI pricing, thoughls

Product Pradudl/ | Shippag | Est

thowrree vor | Commit | DOS | Royalty | Comment
| AWAL B0 | Package | WE | 157 | (auow) Fer-copy peckad® Gatl wj e Sommmia priced Al 139
ANAX sol| mypkg | M8 € | AMAX nusiisers ase trom & quoms, srknawn B thay Rosnsed DHDOS
ANAY, 60| Ryia | M5 $10 | fquaia) For 10 & 25K, comminent caRle for peyman due on Rigning
B t0] Ay oAl 7 | Deivers DR-OOE 5.0 tn HDD andt 286 sycterms (GEM Wa}.
Tiash €0 | Reyjcik ] %5 | Gystem is Inlegraied coplet/fex. DRDOS S0
Compurdd B [ B0 | Fiyjpig | ORI | &5 | AddWonal 53 for Prg. §11 tol, DR-OOS S0
Cardiral Ry/evg | DRI %3 | Large DR-DOS vendar, MB producer gaing inks voluna chan.
B £0 | Feyjpiko | MS/OR | §3 | 250K Commitrmant, laptop compuers only, ecidope ship M3-DOS
ChauFomn &0 7 DA | <610 | Maccas OEM
GuaMombwr | 60| Fayeka | W8 €5 | Thay 9o not ship DA-IXT5, bt ship MS-004 insisad.
Uninown 50} | 00 | Fay/pkg | OF ST | Tatwen matherbd prosuclf Gepiadng b5 Gansds Bulinees
Uniosown ISTDY | 8.0 | Ry/phg Rl 89 | Talwia mothethd peodacer daplacing M3 Canads business
CamoncRowsr | 50 | Foypvg | M5 B10 | Pig b e Exuy Diswibariicn”
Haiipang 60 | Peyjprg | OF $I6 | Cooapary whips ~bK PU Syswas & 20K rmothas Bosinyr.
[ Fofips GO | 733 T5 | trom HeadGut acquisRion, SSC0K prgdids. 38 royely)
Gupe Carp 50 | Pgjpkg | WS 6 | 37 dlscount 55 744 R vty @0 st ship the TEM #hol,
. G : T BRI R RS
hmpro S0 {RyMOM ] OAl | $F | Diwbiiorol CR-ADKDOS.
Commadas 60 | Fey/ADM | Ol 31 | Foysity can 9o 8 $7.50 K 250K min costami is miesed
Hendhald Tech | 6.0 | PRy OM | DFe $15 | Froducs daa Wenmiaala Avie, HIiz ype)
| Rapubiia T E0 | myoN | ORE | #Z
Toiad 60 | Fy/fOM | DRI $4 | 1o omrrR 6 84, puty ¥6 BACKGA I SHipwents Are Iowar
L atn Al & o, o
Gindlek T T netdws | 7 mmmm“ﬁscmpmmmm.
Commax 1) 7 ofE 7 | Lapiop wisrwiactore!
| Tectwictogles —
Padd informadion | 6.0 7 [ 7
Syxtema
Summil Gystemms | 6.0 7 ? Sovie/US ot verrture
Framis 6.0 7 [+ )
Inndvations
Wikl Corp 7 7 [~ T | devaiog sdvanced iechadlogy for DROGS
Calibar 7 7 “ M5 | 7 | Nolntormatca on DAk 19 & 1ASDO3 KO
GoH ] T "OR 7 | Nowormstion 6o DR Yosnca, 1% WS-DOS 6.0
Whol 7 7 7" 7 | e Wicimation on (R &ctnse, cotvenad o MS-DO3 B0
Vobls [T 7 WE7OR | %749 | Ghipping S DOS. pushing DRDOS 0 cakmen
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