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CONFIDENTIAL

Document Use

This competitive pricing document has been created to better assist you in understanding
the marketplace in which Oracle competes. The document is an overview of an Oracle
competitor, and was created from primary and secondary source research with regard to

pricing and licensing.

The sharing and distribution of this information outside of Oracle Corporation with
clients, business partners, etc. may lessen our company’s competitive advantage thus
minimizing the impact of such competitive information products.

We wish to remind you that this is confidential information and must be held in the
strictest of confidence to protect the Company, its clients, and its employees.

Please protect/secure the information from unauthorized use or disclosure, avoid

displaying the materials where they can be easily observed, and refrain from
photocopying or reproducing in any manner except when necessary to perform jobs.

Thank you.
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PeopleSoft Product Pricing

Overview

According to our research, PeopleSoft product pricing is largely calculated by an
automated tool called The PeopleSoft Price Calculator, which is a PeopleSoft
proprietary resource and unavailable to the public- including customers. While

Sales Executives are empowered with autonomy to use creativity in pricing (with
supervisor approval and given core pricing parameters), the calculator enables the Sales
Executive to choose from a number of variables to achieve a Grand Total of Fees to also
include Reductions, Royalties, and 1** Year Maintenance. The Sales Executives
calculations totaled by the tool must accompany each sales contract internally submitted
prior to deal execution, but is by policy not seen by the client customer.

PeopleSoft pricing is also formulated for the whole enterprise and not named user. Based
on Market Segmentation (Products, Services, Federal Government, Financial Services,
Higher Education, Manufacturing, Public Sector, Retail, and Service Industry) input is
required for the Customer’s Size Metrics. Appropriate metrics are dependant upon the
specific PeopleSoft Product Line, then based on any one of the following: number of
Employees, number of Students (Student Administration Solutions), Funds Raised
(Contributor Relations Solutions), and either Annual Revenue, Budgets, or Assets. If
Assets are selected, an appropriate Industry Category must be determined from Financial
Services: Brokerage & Banks, Diversified Financials, Life & Health, and Property &
Casualty. These selections will provide the tool with specific formulas and ratios.

The Asset to Revenue Ratios that can be used in the tool for pricing the financial,
distribution, and manufacturing products for financial service organizations based on the

asset size instead of revenue are:

All Financial Services ~7.8

Financial Services by Industry Sub sector
Brokerage & Banks ~10.6
Diversified Financials ~1.7
Life & Health - Mutual & Stock ~5.6
Property & Casualty - Mutual ~2.6
Property & Casualty - Stock ~3.7

Each PeopleSoft contract has an Expansion of Rights Clause, which guarantees future
license pricing should the customer expand past per-agreed upon size thresholds. With
size/revenue based price and expansion variables, PeopleSoft gives customers the right to
deploy as many servers, users, and workstations as needed within their licensed enterprise

size.
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Discounts

Existing client Add-On sales qualify for a Relationship Level Reduction (RLR), in
addition to the Total Transaction Reduction (TTR). Net license fees paid by the customer
in the last 24 months are input to the tool and the applicable Relationship Level
Reduction percent discount will be added to the Total Transaction Reduction. The
Discount Schedules are as follows:

Total Transaction Reduction Relationship Level Reduction
Threshold Reduction Threshold Reduction
250,000 25.0% 1,000,000 5.0%

750,000 27.5% 2,000,000 10.0%

1,500,000 30.0% 3,000,000 15.0%

2,500,000 35.0%

3,000,000 40.0% Relationship Level Reduction is only
4,000,000 45.0% applicable if the customer licensed
5,000,000 50.0% PeopleSoft product in the last 24 months.

Additional Discounting is available with a Delegation of Authority document and
cxecutive approval. These features would include a Fixed Contract Value or Fixed
Additional Discount. The sales representative may also use an additional 10% discount

at their judgment.
Expansion Clause

PeopleSoft provides a Value Based Pricing Proposition where customers must pay
incremental license fees once they exceed thresholds specified and agreed upon within
the sales cycle. These incremental fees are based on the original contract price. The
Expansion Clause, defining the thresholds and the associated incremental license fees is
required in the schedule for every PeopleSoft software sale with the exception of the
PeopleSoft Customer Info System (CIS) and 3™ Party Products.

Standard Expansion Terms

Mid-Market Customer Size Expansion Incremental Fee
(Rev)
1-100M 20% 5%
101-300M 20% 10%
>300M 10% 10%
Up-Market Expansion Incremental Fee
10% 10%
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Maintenance
First year maintenance is mandatory with all PeopleSoft Products. PeopleSoft’s Standard

Support is 20% of the Net License Fee, however other options are offered: Premium
Support or Platinum Support (22-27%), and Accelerated Solutions Support (18%, but not
valid if customer purchases Accelerated Solution and other PeopleSoft products).
Additional discounts apply for purchasing longer-term maintenance contracts. In some
cases, discounting has brought the price down to 15% of the purchase price.

3rd Party Royalties

If 34 party technology, such as Oracle, Sybase, Cognos, is bundled or embedded in a
PeopleSoft product, the price calculator provides an estimated royalty cost. This figure
provides the Sales Executive an indication of a possible Sales credit impact. The 34
Party’s appropriate license and support requirements are also separately dictated.

Training, Installation, and Implementation

Training, Installation, and Implementation Consulting fees are separate costs from the
software charges. Installation pricing varies according to the customer’s operating
system, database type, and number of products being loaded and installed. A typical price
for this service is $180K. Training is suggested as follows:

Mid-market Transactions 3% of Net License Fee
New Up-Market transactions 7% of Net License Fee
Add-On Up-Market transactions 3% of Net License Fee

So What?

Commentary-

Overall, PeopleSoft’s pricing appears to be less than its competitors and Sales Reps have
a lot of variables to effect price by the Delegation of Authority Discount Document,
Relationship Level Reductions, and Expansion. At times, the low price can lead to less
discounting than the client may assume as price lists are not available for viewing and
customers have no way to validate whether the pricing is fair in terms of how the deal
was positioned. This is especially the case when a customer wishes to buy a la carte or an
additional product at a later date. There is no “set price” that is found on a tangible
menu, but rather calculated in the tool based once again on a number of variables. Many
Sales Execs are unable to articulate and show the exact breakdowns found within the
caleulation tool. A real savvy buyer can probably trip up the rep at times.
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PeopleSoft has generated approximately 25 % of its sales from its mid-market effects, but
recently improved that share closer to 33% with a dedicated strategy to expand outside of
the U.S. Investor reports are optimistic regarding its expanding global success chances.

Oracle and SAP remain the greatest competition on the high end “Up-Market,”
withMicrosofi, smaller companies, and new entrants on the low-end. Deals between 31-
10MM are down 15%, and upgrade deals are closer to $100-200K. PeopleSoft maintains
a distribution strategic focus of high support-high customer contact.

Achilles Heel?

One way sales execs can compete with PeopleSoft is in terms of showing actual
discounts, seeing if the potential client is able to receive a future discount equal to the
initial deal discount from PeopleSoft. More often than not, the PeopleSoft rep will not be
able to commit on a forward projecting deal discount. On the flipside, a number of preset
discounts are almost always being added into the total price without the client having to
specifically ask.

Expansion is also a frustration for PeopleSoft clients where they often feel “taxed” on
their growth successes by the Standard Expansion Terms. PeopleSoft can use this clause
10 generate additional revenues from its customer base with no incremental usage
required. Incremental and expansion fees have recently caused many clients

confusion and frustration.

Contract vagueness, may be prevalent when a division of a large company wishes to buy
a product and the tool figures can't be applied. For example, if a $10B company wanted
a CRM package for a division of 500 employees, the number of employees would not be
solely counted and revenue would be too difficult to ascertain in a division. PeopleSoft
will use a $250,000 revenue number multiplied by the 500 employees as a factor, but the
contract will say based on the number of employees. (No information to this point has
been found on how the $250,000 was derived)

“@l 1 -
The easiest competitive tip is for an Oracle rep to say fo the client, “here’s my pricing,
it's transparent, why can’t PeopleSoft show you theirs?” but sell value against
roe-to-toe price.
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Net/Net

PeopleSoft vs. Oracle

CONFIDENTIAL

Discounts

PeopleSott

PeopleSoft Sales Rep has
an additional 10% off the
standard discounting
allowance.

Oracle Sales Management
has an additional 25% points
beyond the eBusiness
discount schedule and Tier 1
executives have up to 45
additional points beyond
eBusiness standard
discounts. Oracle has
specific discount approval

parameters to facilitate Sales
Management’s ability to
monitor “street”” discounting
practices and provide timely
input into the pricing
process relative to
competitor behaviors and
- customer expectations.
Additional PeopleSoft Additional discounting
discounting is available beyond Tier I is available
-+ with executive approval. per HQAPP/ CEO Executive
Must complete Delegation approval.
of Authority Documents.
PeopleSoft offers a formal Oracle has no formal
Relationship Level Relationship Discount.
Reduction (RLR) beyond Oracle discounts are based
their standard discount on transaction volume at the

practices for customers
who have purchased

time of the deal. Price
Holds can be considered to

licenses in the past 24 act as a RLR since it extends
months. a discount to customer based
on past purchases.

PeopleSoft provides
discounts starting at 25%

Oracle’s published discount
schedule is up to 25%, but

-+ for $250,000 and go up as “actual” discounts are
high as 50% on $5M+ comparable to PeopleSoft on
comparable size deals.

PeopleSoft’s initial license

Oracle customers receive a

discount threshold begins at discount with an investment
= $250,000 (10x the Oracle in license and support as low

requirement) as $25,000

PeopleSoft cannot carry Oracle offers its customers

over discounts to the next price protection by

deal. Essentially,
PeopleSoft does not offer
price holds tied to a
specified set of products
relative to a given price list.
They have little to no
price protection. Instead
they offer the RLR.

providing available contract
options that can extend an
agreed upon discount

up to 5 years, typically
referred to as a “price hold.”
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additional fees based on an
Expansion Clause. The
Expansion clause is based
on a company’s Core
business metrics relative to
the application being
purchased, such as reverue.
It’s important that
customers understand
that their license fees will
increase based on the
growth in their corporate
metrics regardless of
whether the software was

directly attributable to
the company’s success or
not.

PeopleSoft charges client Most of Oracle’s products

are based on user or usage
metrics. Therefore, there are
no additional fees relative to
license if the usage has not
changed. Typically, more
users and usage are the
primary activities that will
generate additional license
fees for Oracle applications.
Oracle’s pricing is directly
related to the benefit the
users receive or to the
processing activities
related to the transactions
the Apps perform. Itis a
more appropriate method
for price justification.

COMFIDENTIAL

as 15% of net.

General Pricing & Licensing Policie

PeopleSoft uses a
proprietary pricing tool
“black box.” The sales rep
cannot and does not
disclose the pricing model
to the customer; therefore,
the customer has less
leverage in the negotiation
process because they don’t
know the pricing attributes
they would be negotiating.
PeopleSoft cannot
demonstrate the fauness,
consistency and equity of
their pricing and how each
customer is treated relative
to another.

For PeopleSoft first year Oracle highly recommends
- maintenance is mandatory Neutral first year maintenance but
L does not “require” it.
Standard Support can be Oracle is generally a couple
20% of Net License Fees. of points more based on net
PeopleSoft also provides license fees. There is some
-+ additional discounts on = flexibility to provide higher
Support and can be as low discounts on support for

s and Practices

very large complex
transactions.

Oracle was the first
enterprise software vendor
to make its license prices
publicly available. With the
release of the Sofiware
Investment Guide, Oracle is
now the first to make its
pricing policies and i
practices available. The
goal of these initiatives is to
improve trust between
Oracle and its customers.
The value of Oracle’s
transparency should not be
underestimated and is key in
demonstrating Oracle’s
commitment to treat its
customers equitably.
PeopleSoft’s inability te
explain its pricing medel to |
customers relative to
consistent pricing terms
over any given period of
time should be highlighted
during negotiations. i
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