From: Sarah Battles

Sent Thursday, January 21, 2010 5:07:27 PM
To: Theresa Homer

Subject: eBock Pricing Summary

Attachments: Nov - Jan eBook Sls Summary.xls

Attached is a detailed analysis of November, December, and MTD January eBooks sales.

SHORT VERSION
1, Qur initial pricing rules allowed for three categories which informed our margin projections.

2 We decided to match Amazon with no guard rails for nook launch.

3 We need guard rails (or some throttle on price-matching) ASAP until we get a sophisticated pricing engine.

LONGER VERSION

Pricing Summary:

1. November chart: Reflects our original pricing rules and title mix.

2, December & January charts: Reflect the results of our decision to match Amazon and, in the interest of time, go without guardrails until

further analysis.

November

% to TOTAL Demand Sls §
WEIGHTED GROSS MARGINS
December

% to TOTAL Demand Sis §
WEIGHTED GROSS MARGINS
January (wks 1+2)

% to TOTAL Demand Sls §
WEIGHTED GROSS MARGINS

NYT Bestseller

NYT Bestseller

NYT Bestseller

CONFIDENTIAL

USA v. Apple Inc., et al.
12-CV-02826-DLC

DX-219

BN00045087



New Releases
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Impact of matching Amazon based prior analysis
1 NYT Bestsellers often priced less than .99
2 New releases can be priced less than 9.99 whereas before we had guard rails (27.99 to 34.95 = 14.99; 35 or greater = 20% discount)

3 Remainder of catalog is now deeply discounted whereas before we only discounted 20%

Overall margin is directly related fo the title mix

In December & January we sold WAY more NYT Bestsellers and new releases than in previous months.

1. We acquired and puf up many more new and bestselling eBook titles throughout November & December
2 Publishers release few new titles in November/December, and have a high amount of new releases in January
3 Initial nook owners appear to be hestseller/new release buyers
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Suggested short term solutions

1.

Decide if existing NYT Marketing Strategy will remain or change to include flexibility of a greater than $9.99 NYT price point

2 Start excluding certain publishers from Amazon price matching and new release discounting rules (i.e., University Presses)
3: Create a dynamic pricing scenario where titles are matched to Amazon ONLY based on certain cniteria, like

a Sales rank threshold (or % to overall eBook unit and/or demand sales)

b.  Onsale date

c.  When titles do not fall into the price-matching criteria, they default to our own rules grid

Spreadshest:

Tab 1 —shows title type breakout for Nov, Dec, Jan Week 1, Jan Week 2, and Jan MTD

Tab 2 —shows in pie graphs how the title mix has inverted from Nov to Jan, and a bar graph showing # of unique EANs sold per month

Tab 3 —shows in line graphs how the title mix has inverted from Nov to Jan and the corresponding margin changes

Thanks,
Sarah

Sarzsh Albrecht Battles

Sr. Analyst, Digital Content Partnerships

Barnes&Noble.com

76 9th Avenue, 8th Floor

New York, NY 10011

phone

HYPERLINK "http:/fww.bn.com"www.bn.com
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November 2009 Title Type breakout
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December 2009 Title Type breakout
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January 2010 Title Type breakout
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