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Microsoft Server Product Issues
Qross-product Issues

Business PC growth slowing
EA Renewal at nsk
Dechnmg Growth of New EAs
L~censlng across MSFT IS confusing to our customers
Low maintenance penetration
Incomplete MORG hcensmg story
Demand for ASP Pncmg

Product Specific Analysis

i Low run-rate ofAdv/EE
W2 K Server Not going to achieve goals w! 4+ CPU machines (<1% of x86)

Customer~sales raps see 4X increase In pnce, but see few features

iServer consolidation nsks revenue
Exchange Opportumty to promote E£ wrth feature d=fferent=at=on

Under priced vs Notes

¯ Pnced too low at h~gh-end

SQL           Pnced too h~gh at low end
Need to develop wable model for the web
Upside cun’ently capped with the BackOfflca CAL 2
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Proposal
Coordinated cross-product licensing scheme
¯ Per CPU or Per Dewce
¯ Maintenance offering replaces Upgrades
¯ New Support offenngs
¯ Ehminate Intemet Connectors
Timeline
August O0
¯ Introduce ASP Program
September O0
¯ Launch SQL, Exchange, Windows Server Per CPU
¯ Ehminate Intemet Connectors
May Ol
¯ Complete licensing roll-out at Whistler/Office 10 launch 3
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September 00: Server Pricing
¯ Exchange 20(10: Increase Prices

- Server Prices 47% me on St~mdard, 161% on EE
- CAL Price, 24% ~ncrease, charge tbr VUP
- FY0! Stand Alone gro~h 5% {14% decrease w~thout price ~ncrease)
- Remmn cheaper than Lotus m all cases

¯ SQL 2000 Re-invent Concurrency/Raise High End Prices
¯ Replace Per Server CAL and Intemet Connector

¯ Introduce "Pro~essor Licenses"
License purchased lbr each server CPU
Allows access to server soltware on that CPU from any device
Access allov, ed from e~ther ms,de or outstde firewall

¯ Increases price for users of per server CALs and I(~s
- Server Prices 10% decrease on std, 50% increase on EE
- CAI, Price 20% ~ncrease
- FY01 Sland Alone grov~th 48%, approx half from pncmgfl~cens~ng changes
- Remmn cheaper than Oracle on h~gh-end, close the gap on low end

¯ Windows DNA Servers launch with Per Processor
¯ Windows 2000 ~nvestlgatlng addition of Per Processor
¯ Investigating ~LOB EA": Windows, SQL, Windows DNA per processor

offering, including maintenance
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May 01 Product Strawman
September Ol Situation h~uc I Ma~ Ol Strawman Solution

P~ oduct Fealm e Not enough dfll’erent~at~on t~ drive Change Fealure set m
D~tl’erenlmtmn belween Wmdo\~s Advanced .sales Whistler to drive Advanced
Standard and , sales
Advance&’EE
Charge tbr both per seat - Con/hsmg to custon~ers and field Integrate price of servers m
CALs and Sen ers - Upside on Advanced/EE only CALs and create both

captured m the server sales Standard and Advanced/EE
- Creates t\~o step sale - often only CALs
one or none put on mmntenance

BackOlt]ce CAL ~s our -- Leave SQL upside on the table Re-evaluate the BackOltice
mare annmD" offering and - Depending on allocation to the BO CAL and separate the desktop
encourages overbuy CAL Ih~m the desk top EA, may nol product,; from the LOB

be capturing sufficient xalue products

We have a single price f~r Customers with Wmdew 9x machines [/nbundle PUP and Wmdovcs
the Desktop OS PUP and and customers w~th NT 4 0 2000 mmnlenance
maintenance tn the EA Workstalmn machines pay sa~ne price 5

, Ibr EA
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May 0 l: Program Strawman
Offerings (EA, UPG, UA) Offering (% of Standard License)

~’Get Current"E_A_"
-~ -- Std hcense oulv-- Get curr~t and stay ~

current inseparable -- No upgrade, UA

-- Not available to SME "2Stay Current"
-- Separate payment stream (d, 25%

-- Entcrpn sc wide rcqmred of Get Current per year
-- No incentive for re-purch. -- Incentivc to stay current
~grades and UA -- Premier and QFE available

-- Get current/stay current ~ -- No Point releases

separate -- Contlnmty required

-- Awilable to all size custs -- D~scount for enterprise-wide
compliance

-- No enterprise wide commit Subscription
-- No mcenUve for continmly -- Discount offof perpetual

-Can be cheaper than EA -- Flexibility in rapidly changing
~// environment
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Work Back Plan

7

MS-CC-Sun 000000524958
HIGHLY CONFIDENTIAL



Appendix
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August 00: ASP Strategy
Provide programmauc solution for ASPs ¯ Tentata’~c price last"
that addresses market reqmrements, yet as ..................
neutral vs other hcensmg programs o~ce$~ $ 10~3 n/a

FYO 1 - S~ngle price level roughly eqmvalent ~ce p~ $ ~2 ~ ~a
to Op~ and allow c~t~s to out~ffce Exe~nge C~mercBI Basle $ 0 ~ nta

FY02 - ~pl~enl fidl ~z~ffall ~a ASPs Exchange C~m~c~al Pr~t~ $ 3 ~ nta

Ac~odate ASP b~ness model ~

5~ ~hff on CPU prices S~t~
No agg~gate vol d=sco~ for .~ FY00 Pdot pr~

~oduce Exch~n~ t~ers to addr~s

License dlstrlb~tlO~ Open Issues
,MI agr~m~s direct w~th ~c~osot~ wm~ Ll~nsmg ~d ~calg

M the ~ture give OENIs, ~Ps, ISVs othem
Pn~ Raaonal~U~,’ S~tb’ Check wi~ EAs

the n~t 1o embed but h~nsmg obtam~ Aunt

through separate ASP a~ent 9
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Exchange 2000 Pricing
Exchange 2000 Comparative Entrly Leve~ Pricing’

Exchange
Component 5 5 2000 % Change Lotus Price Lot~JS

Exchange GAL $54 $67 24% $74 91%

Exchange CAL VUP $0 $34 na Maintenance Only na

5xchange Server $477 $699 47% $1 795 39%

=xcha~ge ~erver VUP $25b $549 5~/o Maintenance Only

Exchange Enterprise Se~’er $1 534 $3 999 161% $4 995 80%

Exchange Enteq~ rise Sewer VtJp $676 $1 099 196% Maintenance Only na

Exchange Corffer"a.ncmg Server $0 $3 999 na $4 600 87%

5xchan~e Confe~n~n~ CAL $0 $0 na $20 na

10

MS-CC-Sun 000000524961
HIGHLY CONFIDENTIAL



Pricing impact to Revenues
Baseline Forecast FY01 FY02 FY03
Std Server 56,429 65 492 74,413
Ent. Server 27,157 27 543 28,748
CAL 191~179 169,202 157~8,93
Total Standalone Exchange 274,765 262 237 261,055

Revenues from Pdce Increase 60,909 81 376 104,636

% increase 22% 3! % 40%

No mlpa¢! from &J~e Allec£tlo~
8u~ness Planning Fcxecast

11
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SQL 2000 Pricing
Component 7 ~00~ % Chan~le

SQL CAL
Open $123 $146 19%
Select D $91 $111 22%1

SQL Server
Open $735 $665 -1
Select D $538 $508

SQL Enterprise
Open $3,729 $5,549 49°,~
Select D $2,736 $4238 55°A

SQL Standard Per Processor
Open nm $4,27 ! nrr
Select D nm $3,263 nrr

SQL EE Per Processor
Open nm $12,859 nrr
Select D nm $9,822 nrr

12
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SQL Server 2000 Scenarios
Customer Scenarios Affected PL Pricing Per-Seat Prich~g

% Change % Change

Corp, Deployment ~ EE Serverg
il

$159K W’~S173K~’N, $203K

Per seat CALs and 16 CPUs, 550 ~lhz + 9°/o ~ + 28%
Servers Today 1500 Devices ~,~8% of Oracle~’ 32% of Oracle

Corp D~ployment 1 EE Server, 2 CPUs $13K $30K ~
Concurrent CAL~ 50 Concurrent CALs +128o/o
and Servers Today 1 Std Server, 1 CPUs 32% of Oracle

20 Concurrent CALs

Int .... t 4 EE Ser .....8 CPUs $49K ~ S118K ~ ~I

4 Std Servers, 4 CPUs /+142% }

Small ~slness 2 Std Server~ 2 CPUs ~,4K $10K ~ ~.7K ~

500 Mhz + 194% [ + 10°/. /

EE Se~er ~s as~d to be 550 Mhz, ~d Sower C~s 5~0 Mhz, ~bllshod O~cle discou~s ap~led
SQL Sewer St~dard compared to Oracle 81 ~anda~, SQL Sewer EE ~amd ~h Or~le 81 Entemrlse

In this chart, you’ll see some of the new pricing in a SQL Server 2000 scenario
where they’re selling on a per-processor basis. There are some assumptions built
into this chart. First of all, the current pricing includes servers and CALs. The
Oracle pricing is for Power Units, assuming 550 Mhz for EE and 500 Mhz for
standard servers, applying published discounts, pricing out the core database only,
and not even including options. If we were including options such as the data
warehousing tools, SQL Server would be even less expensive than it is now.

Be sure and note that, although some of these increases look huge, it is important to
remember that the customer has the CHOICE between the two columns. For
example, people may be shocked by the 194% increase in price over today’s cost for
the SME customer, but they must realize that this is comparing today’s
Server+CALs to tomorrows PL. No SME would choose this option inside the
firewall when they can still buy Servers+CALs for a mere $400 more than they pay
today

13
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SQL Server 2000
Processor License Breakeven

# of Seats after which Processor Licenses]
are less expensive than Servers + CALs

# of CPUs per Server
1 2 4 8

Per Standard Server 24 53 112 229

Per Enterprise Server 50 138 314 666

Example: Three 2-way servers (Standard edition)
Breakeven: 3x53 = 159 Seats
If customer has more than 159 Seats: buy PLs 14

Proposed rm~ges (FPP only)

l)evcloped by looking at competitors and m relation to the mm-cni co~t of SQL Server m lntcmet scenarios, and
also need to be looked at vs the pricing oflhe Server and CALs, such that one option does not represent an
obwous price advantage over the other for a majority of our customers

In comparison to our current Start ’dard prices
¯ at FPP ot’a one CPU SQL Server Internet server is $4,398 ($1399 Server+5 CAL btmdle+ $2999 h~tenmt
Connector)
¯ the ’-Conservative" $4999 represents a 14% increase over that, of course the current pnce includes 5 unneeded
CALs
¯ At Open B, the current price ~s $3,350 The Open B price under the Conservative optmn on tins slide would be
about $4,270, a 27% increase
¯ At Open B. for a dual CPU server, the increase would be 43%, and for a 4 proc box it would be 53%

In comparison to our current Enterprise prices
¯ at FPP of a one CPU SQL Server lntemet server ~s $10,998 ($7,999 EE Server+25 CAL bundle + $2999
Internet Connector)
¯ the "Conservative’" $11,999 represents o~fly a 9% increase over that, of course the current price includes 25
unneeded CALs
¯ At Opeu B, the current price is $6.344 The Open B price under the Conservative optmn on tins shde would lye
about $10,287. a 62% increase
¯ At Open B, tbr a dual CPU ser~,er, the mcrea~e would be 130%, and tbr a 4 proc box ~t would be 190%
¯ Even vath those seemingb large % increases, the price for a SQL Server 4 proc 550 Mhz box would be only
62% of Oracle" s price, even atler a 70% price discount on 8P ~

14
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Windows DNA License Prices

US$ ERP per Processor FPP Open B Select i)

Apphcation Center $2,999 $2,591 $1,980

Commerce Server w S(_)L Setn’er
Standard $12,999 $11,231 $8,579

Commerce Server add’l Processor
License $8,499 $7,343 $5,609

Host Integration Server $2,499 $2,159 $1,650

ISA Server $1,499 $1,295 $990

15

Products fbr all these prodyucts fbllowed our absic goals;

Allow a reasonable entry point for smaller users
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Proposal: Whistler Licensing ~todel

Product~: Win2xxx Ser~’er Win2xxx Advanced Win2~xx Datacemer

Customer Departmental Enterprise IT
Small Buslne3~

Usage File~rint/Colla b LO~commerce LO~ommerce

Featur~ , Te~erver A~m o tly ¯ Meta~ccto~ ~MMS~ All I~es ~om Advice& plus

M~ CPU 4 CPU 8 CPU 32 CPU

16
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Windows Licensing Change Roadmap
Feedback Gathennq Modelmq and Analysis Internal Approval Loop
¯ F=eld, SEs, Regional ¯ F~nallze feature set ¯ W~ndows leaderah~p team (PaulMa,

L=cens~ng Execs ¯ Revenue model TedN, J~mE)
¯ Analysts ~ ° Upgrade pohcy ~ ¯ Other product teams (BebMu,
¯ LMORG Customers - Bu=ld in maintenance, Catkins, Pgross, Rust)
¯ SORG Customers support, volume I=censing ¯ Windows Dev Team (BnanV, J=mAII)
¯ COMilSP Customers changes ~ ¯ Sales/Support leadersh=p (JeffR,
¯ VAPs ~ ° Scenano v=ew by BillHe, OdandoA, PeterBo,
¯ D~sbs customer type, ThomasKo, PieterK, EMEA)
¯ OEMs deployment type ¯ OEM leadership (Joach~mK,
¯ ISVs ° Competitive comparison R~chardF)
¯ SIs ¯ Techn~cal~mplementat~on ° BLT

Execution
Customer-ready transit=on pitch and sales p~tch
Explanations and FAQ
Press release and =nternal announcement
Web ul:x:lat e
EU LA Changes
Inform key partners
Packaging changes (BOMs, Upgrade Matnx, Art)
Operations changes (SKUs, Waterfalls)
L~censmg Educat=en documents for Field, Channel
Education efforts (MSOT, OEM, ISVs, LSSIs, Press, F~eld) 17

Analyst and press tours
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Financial Analysis
¯ Modehng work to date

- Historical views of CALs/Server, both total and per customer
- H}pothetlcal walerl:all~ created ibr--Dev~ce Lmenses" ~md ~Proces~or Licenses"
- Prehmmary \~,aterlhlls compared w~th competitor prxcmg
- Pricing discussed wHh 20-30 field reps zn the context of customer declsmns and

scenarios
- Smmlatlon modehng begun to deternnne overall effect
- Feature set definition by SKU begun

¯ Preliminau Findings
Net result ~s revenue pusiUve tbr most existing and new customers

¯ Add~tmnal effects from increase m Advanced mn rate. maintenance attach rate, and
cx?mpliance

Some customers wall save money fiom changes
¯ Processor hcenses that reduce the nmnber of required CALs

E.g Exchange installation mowng off per seal
¯ Customers x~nth h~gh CAIJServer ratms may save money on CPUs
¯ Customers w~th low CAL/Server ratms may save money on user fees

Ad&t~onal work needed on some key scenarios                           ~ 8
Internet and App scenarios

18
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Packaging Approval Roadmap
b.ack~,ff Review ~illl B~IIHe
Product, Featare DeN~ttlon Re~aew with ’rhomasko
Revenue model Re,new ~Ith PeterBo
Develop maintenance and suppo~* olte~ Re,new ,a lth OrlandoA

Review w~th hmAll F~¢|d)

19
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