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SOFTWARE AG

Software AG Systems, Inc., through its unit, Software AG of North America, Inc., develops, markets, and supports
an integrated line of advanced system software for use on mainframe computers, departmental systems, and
computer networks. This software performs a broad range of functions that make information easier to create,
access, manage, and distribute.

In addition to software products, Software AG also provides specialized services, including custom application
development and on-site consulting. These products and services are provided to a diverse, worldwide community
of users in association with the related but independent Software AG of Darmstadt, West Germany, and other affiliated
companies around the world.

SELECTED FINANCIAL DATA

The following selected financial data are derived from the consolidated financial statements for the years ended May 31,
1982 through 1986. Information for the last three years should be read in conjunction with the consolidated financial
statements and related notes included elsewhere herein.

Years Ended May 31 1986 1985 1984 1983 1982
Operating Results:
Revenues $65,759,672 $52,264,426 $41,126,605 $30,043,801 $24,085,852
Income before Cumulative

Effect of Change in

Accounting 8,544,589 6,732,815 5,855,697 1,248,903 963,755
Net Income 8,544,589 5,140,153 5,855,697 1,248,903 965,755
Income per Common Share

Before Cumulative Effect

of Change in Accounting 1.45 1.12 95 20 16
Net Income Per Common Share 1.45 86 95 .20 16
Pro Forma Amounts Assuming

the Change in Accounting

is Applied Retroactively:
Revenues $65,759,672 $52,264,426 $39,566,480 $31,521,739 $23,219,586
Net Income 8,544,589 6,732,815 5,115,089 1,953,492 268,131
Net Income per Common Share 1.45 112 83 32 05
Financial Position:
Working Capital $32.919,797 $24,328,840 $23,380,945 $15,187,049 $13,326,504
Total Assets 59,53?,066 48,766,551 51,154,893 35,882,737 33,781,243
Long-Term Debt 309,573 475,270 154,747 252,262 420,745

Total Stockholders' Equity 41,842,698 33,091,964 32,792,453 26,867,774 25,622,022




We are pleased to report another year
of significant growth for Software AG
Systems, Inc. Revenues for the year
ended May 31, 1986 totalled $65.8
million, an increase of 26% over the
previous year. Net income was $8.5
million, representing an increase of
27% from 1985. Earnings per share
were $1.45, up 29% over 1985's $1.12
per share earnings. The company was
able to successfully manage high
growth and high profit margins while
making proper investments to ensure
future growth. Liquidity, as measured
by the company’s $25 million in cash
and investments, further improved
during the year.

Several notable achievements
contributed to this strong perform-
ance. Chief among them was a 37%
increase in our domestic sales, espe-
cially satisfying during a year which
saw nearly all of our competitors
reporting sluggish sales and earnings.
Equally satisfying were the results of
our first entry into a market composed
of thousands of users of Digital Equip-
ment Corporation’s VAX super mini-
computers. Our sales in this market-
place totalled more than $1 million
for the year.

Yet another contribution to the
vear's success was made by our net-
work of international distributors,
which posted back-to-back, record-
breaking quarters in the latter half of
the year. The excellent revenue figures
being reported from sales of Software
AG products around the world con-

firm not only the inherent value and
universal acceptance of our product

line, but also bespeak our role as the
dominant international leader among
independent system software vendors.

STRATEGY FOR SUCCESS

While especially proud to report excel-
lent results from another fiscal year,
we also recognize that dollar figures
and growth rate percentages can
only serve as surface indications

of success. For an explanation of
why our success endures, we look to
the foundation of our corporate and
product philosophy.

Our strategy from the beginning
has been to design and align our
products and support services to meet
the needs of end users, whether they
be experienced data processing profes-
sionals, executive decision-makers, or
production and clerical personnel.
Adherence to this simple tenet in the
design of our products and services
has allowed us to realize a steady
and significant rate of growth, partic-
ularly as increasing numbers of non-
technical people have come to rely
on information management systems,
This strategy has propelled us to the
forefront of both the technological
field in which we develop our prod-
ucts, and the markets in which we
offer them.

LEADERSHIP

In keeping with our commitment to
meet the changing needs of end users,
we have continued to expand our

focus from the single-product com-
pany of 1972 to the total informa-
tion management company of 1986
and beyond. Our leadership role in
providing information management
solutions to an ever-growing body

of users was clearly evidenced in
1986 with the creation of Profes-
sional Services and Custom Solutions,
two groups which extend our knowl-
edge and technology to a marketplace
increasingly in need of such expertise.
We have also taken the lead in further
extending the use of our products to
a wider audience of users via appli-
cations, developed by third party
vendors, which use our products as
their cornerstone.

To further refine our internal struc-
ture to meet the demands of the late
1980s and beyond, we also made
significant additions to our own
leadership team in 1986. Some of
our new corporate officers include:

E. Linwood Pearce, Executive Vice
President for Sales and Marketing;
Carlton B. Crenshaw, Vice President
of Finance and Administration and
Chief Financial Officer; Bruce R.
Mancinelli, Vice President for Market
Development; and Hilary Reilly, Exec-
utive Director of Information Services.

Our entire workforce grew by over
20% during the year, primarily to meet
the service and support needs of an
increasingly-sophisticated, worldwide
user community. Some of our users’
sites appear in photographs on the
following pages; more than 1200 of
our users convened this past May in
San Diego, at our 15th International
Software AG Users' Conference.



THE FUTURE

As corporations rely more and more
on information management systems
to ensure their success, we find our-
selves uniquely positioned to meet
their future needs. Our people,
products, and support services are
all ideally targeted to address the
growing demands for natural, easily
ssible information management
and decision support systems.

Our task for the future is the same
as it has been in the past: to continue
to meet the needs of our existing
users, while delivering our capabili-
ties to a progressively wider circle of
new ones.

John Norris Maguire

Chairman of the Board

Stuart ). Miller
President and Chief Executive Officer




PROGRAMMING
BUSINESS SUCCESS

For fifteen years, Software AG has been
providing users with advanced infor-
mation management tools, During
that time, the number of information
system users has grown geometrically:
by 1985, according to Fortune maga-
zine, more computers were being
sold annually in the United States
than automobiles.

With this exploding user popula-
tion have come changes in the ways
people deal with information sys-
tems. System software tools that were
once the exclusive province of data
processing professionals are now
being used by people at all organiza-
tional levels, often with minimal
training. As a result, the tools them-
selves have changed —and will
continue to change, as new needs
become apparent.

Software AG has played a leading
role in this transformation of system
software. Our mainstream products,
ADABAS, NATURAL, PREDICT and
COM-PLETE, have grown in their

functionality in ways that are directly

related to their users’ business needs.
And our more recent products include
many that have addressed highly spe-
cific requirements of non-technical
end users, including top managers,
administrators, and professionals in
numerous disciplines.

Our performance in fiscal 1986
reflects our success at identifying and
responding to these evolving needs.
Our advances in software technology

have been driven by the desire to
provide tangible business benefits to
our customers; as our products have
extended their reach into more and
more end-user areas, those benefits
have been felt across an increasingly
broad spectrum of corporate activity.

We have been helped in this task
by the integration and portability of
our product line. By sharing syntax
and procedures, our products not only
work together more efficiently, but
make it easier for people to move
from one product to another without
retraining. And by making ADABAS
and NATURAL available in versions
for both the IBM and DEC environ-
ments, we have helped users to link
previously incompatible multi-vendor
systems into truly comprehensive cor-
porate assets.

But while we have worked to
maintain and extend our technologi-
cal edge, we have also strengthened
other aspects of our organization
that are equally important to users’
long-term needs. Specific areas
include:

-+ our professional service capabilities,
including on-site consulting and cus-
tom application development;

- our international network of affili-
ated Software AG companies;

- our internal information systems
organization: and

« strategic relationships with other
companies involved in information
systems and services, including man-
agement consulting firms, computer
services organizations, and software
vendors.

the national air carrier
Software AG's integrated
product line has made
possible a smooth tran-
sition from manual
recordkeeping to state-

of-the-art online

systems.

Because all applications
share a common syntax,
BWIA personnel can
move quickly among
many different informa-
tion processing tasks—
including critical oper-
ations such as parts
inventory control for
aircraft maintenance

operations.






Metropolitan Water Dis-
trict provides nearly half
a trillion gallons of water
annually to 13 million
people in southern Cali-
fornia. Pumping this
water calls for electric-
ity on a scale that must
be planned five years
in advance. A hydraulic
simulation model of the
entire distribution sys-
tem, created by means
of Software AG products,
is used by engineers,
planners, and system
administrators imvolved

in the design and oper-

ration of this massive

water network.
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A FLEXIBLE, RESPONSIVE
ORGANIZATION

Our continuing ability to provide
superior products and services rests
on the caliber of our people and the
flexibility of our organization.
Throughout fiscal 1986 we continued
to attract superior talent in both
technical and administrative areas,
while further refining our internal
structure to meet the needs of the
late 1980s and beyond.

Among the new people who joined
us are several outstanding individu-
als from other organizations in the
information processing industry:

- E. Linwood Pearce, our Executive
Vice President for Sales and Marketing,
has brought the perspective of a vet-
eran of several senior management
positions within our own system
software industry;

« Carlton B. Crenshaw, our Vice
President of Finance and Administra-
tion and Chief Financial Officer, has
brought us over fifteen years of com-
puter industry and senior financial
experience, most recently as Vice
President for Strategic Planning at
Sperry Information Systems;

- Bruce R. Mancinelli, our Vice Presi-
dent for Market Development, has
helped to reinforce our industry-wide
technological presence and serves as
a focal point for the development of
new user constituencies; and

- Hilary Reilly, our Executive Director
of Information Services, will use her
strong background in information
system operations to upgrade the cali-
ber of our own information systems
while coordinating the in-house use
of Software AG products.

Our organization also grew in its
ability to provide customized services
to our users, many of whom have
software needs they cannot meet
either internally or through off-the-
shelf application packages.

Software AG custom application
services range from hourly consult-
ing to contract development of com-
plete online systems, either at our
own facilities or at the installation
site. The specialized senior program-
ming talent available from Software
AG can often yield highly economi-
cal solutions within a short time;
and for new customers facing a
“learning curve,”" this time differ-
ence can be vital. We also provide
telephone support on a continuing
basis through a toll-free hotline
twenty-four hours a day, 365 days
a year.

Even in our more conventional
product development activities, we
have improved our organization's
responsiveness and flexibility.
NATURAL/ELITE, our new computer-
aided instruction system, typifies this
change: the product was initially
developed at Software AG Canada,

underwent minor modifications to
encompass market variables in the
United States and elsewhere, and now
fits seamlessly into our integrated
worldwide product offering. Similarly,
the research and development activ-
ities for the entire ADABAS and
NATURAL product lines benefit from
the extensive R&D performed by
Software AG of Darmstadt, West
Germany.

Our handling of our internal
information systems has also bene-
fited from a flexible rethinking in
response to changing needs. We have
now created an Information Systems
organization which will closely
parallel that of many of our cus-
tomers, who are increasing]y steering
their own MIS groups into strategic
business roles in their organizations.
By matching that trend within
Software AG, we create a suitable
proving ground for our own products.

Many of us were previously
using some of our products in the
course of our work; now, virtually
everyone in the company has online
access to everyone else by means of
Software AG's electronic mail system,
CON-NECT. The results are apparent:
not only are we benefiting, as indi-
viduals and as an organization, from
the productivity tools we sell to others,
but we are also better able to antici-
pate detailed technical needs that may
arise in the marketplace.




WORKING TO CREATE
TOTAL BUSINESS SOLUTIONS

We have come a long way from the
one-product company of the early
1970s: we are now 4 total software
solutions company. We recognized
from the beginning that the service
and support we provide with our prod-
ucts are as important to our customers
as the products themselves. Our cur-
rent efforts in consulting, systems
design, project management, and
operations are all vital in enabling
organizations to maximize the value
of their information resources.

Out of this comprehensive approach
has come a commitment (o establish
strategic relationships between
Software AG and the providers of other
parts of the total business solutions
our users need. We already have a
strong head start in the area of
application software: we currently
maintain relationships with over 25
application vendors who use our
products as a *“Software Engine,”
increasing the power and flexibility
of their standardized packages. With
the Software Engine, these vendors
have developed systems of a com-
plexity and sophistication that

would take years for an individual
user organization to match on
its own.

We are now investigating the pos-
sibility of additional relationships
with suppliers of collateral manage-
ment systems and services. The larger
international accounting firms offer
a broad range of information
management and business planning
services; these firms and their clients
are major potential beneficiaries of
the productivity enhancement and
decision support tools we can provide.
Management consulting firms repre-
sent a comparable market. And
computer services organizations can
significantly extend the business
value of their offerings with the help
of our products.

All these relationships, present and
potential, are in keeping with our
established business objectives and
with the needs and expectations of
our existing user base. We have a
long and distinguished record of
working together with our customers
to create practical, reliable business
systems: as we expand our links to
others in related fields, we also
enhance our own ability to deliver
total software solutions.
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Louisiana’s Ochsner
Medical Institutions
have achieved national
recognition for out-
standing clinical care
and research. They are

also innovative users of

Software AG products

throughout their busi-
ness and patient man-
agement systems, which
include billing, payroll,
and accounts receivable;
medical records track-
ing; patient admissions
and discharges; hos-
pital food services; and
physician appointment
scheduling.

E————







Inside a new $200 mil-
lion Inkind Steel contin-
uous casting facility in
East Chicago, Indiana,
Digital Equipment Cor-
poration YAX computers
control complex prod-
uction processes. The
portability of Software
AG solutions has been
a key factor in enabling
data from these DEC
systems to be incorpor-
ated into IBM-based
business information
systems at Inland’s Chi-
cago headquarters.

TECHNOLOGY: A STRONG
SUIT. A SOUND INVESTMENT

Software AG has never been a “tech-
nology for technology's sake” com-
pany. Yet from the start, we have built
our success on leadership in the
application of advanced technology
to meet business needs. At the time
ADABAS was released, the design phi-
losophy behind it was close to heresy
within the industry. Yet it quickly
proved itself through its extraordi-
nary suitability to the ways people
actually conduct business — and in
particular, through its ability to
accommodate the changes that are
part and parcel of organizational life.

ADABAS's reputation for ease of
use has been confirmed repeatedly
in industry-wide surveys, and even
today is the attribute most often cited
by new users as a basis for competi-
tive preference.

ADABAS, NATURAL, and COM-PLETE
established Software AG's reputation
not only for easy-to-use products, but
for technological excellence in gen-
eral. By 1986 over 40,000 programmers
at more than 2000 sites had made
NATURAL their language of choice —
making it the most widely used fourth-
generation language in the world. By
basing all our subsequent products on

ADABAS structures and NATURAL syn-
tax, we have ensured an integrated
information processing environment
that simplifies life both for our
product engineers and for our users.

In recent years, our product devel-
opment has focused on meeting two
sets of needs: those of non-technical
end vsers who constitute the fastest-
growing segment of today’s informa-
tion universe; and those of MIS
personnel who must coordinate and
control the proliferation of informa-
tion resources,

Software AG products now include
facilities that make it easy for novice
users to obtain information without
programming, Among these facilities
are menu-driven query systems such
as SUPER NATURAL; PC-to-mainframe
communications links such as
NATURAL/CONNECTION; CON-NECT,
our office scheduling, electronic mail,
text retrieval and document manage-
ment system; and NATURAL/ELITE,
our “self-paced” learning system.

At the same time, our PREDICT
data dictionary is continuing to evolve,
providing data processing professionals
with multiple levels of system control
and an unprecedented degree of
automation 1o help in the manage-
ment of today's increasingly complex
processing environments.
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As a specialized institu-
tion serving a select
constituency in the Los
Angeles area, City Na-
tional Bank has to meet
exceptional service
standards. Software AG
products, including
ADABAS, NATURAL, PRE-
DICT, COM-PLETE, and
NATURAL/CONNECTION,
have been instrumental
in the development of
online systems to man-
age  awtomatic teller
machine (ATM) card
processing and custom-
er information systems,
speed loan approvals,
and analyze account
float patterns.

LOOKING AHEAD

Our future product development
plans are ambitious. We are actively
pursuing several advanced technolo-
gies that are not yet practical for most
users, but show every promise of
becoming so. Artificial intelligence
systems, application generation sys-
tems, and distributed data base systems
are just some of the areas where
major theoretical problems have
already been solved, and our focus is
now shifting towards practical appli-
cations. We are also continuing to
look at core concepts such as data
base structures — again, with practical
applications uppermost in mind,

In fifteen vears of work, Software
AG has done a great deal to advance
the state of software technology. In
return, technology has been good to
us. We look forward eagerly to the
results of our current and future
research and development programs.
For a company like ours, with a
strong customer orientation and
superior service capabilities, there can
be no better investment in the future.



MANAGEMENT’S
DISCUSSION AND
ANALYSIS OF
FINANCIAL
CONDITION AND
RESULTS OF
OPERATIONS.
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LIQUIDITY AND CAPITAL RESOURCES

The Company believes that it has substantial cash and cash equivalents at fiscal year-end which are adequate to meet its
needs for the current year. The current ratio is 3.2 to 1. Cash flow is enhanced by regular collection of accounts receivable
and lease contracts receivable. Long-term lease contracts receivable of §4,043,000 at fiscal year-end provide an
additional source of future cash flow. The Company also has a line of credit of $4,000,000 with a commercial bank,
$2,000,000 of which is earmarked to meet working capital needs and the balance for financing acquisitions. There
have been no horrowings under this agreement. Uses of cash are currently confined primarily to expenditures for staff,
staff facilities, travel, communications, and administration. Some cash payments from distributors are collected by Software
AG of Darmstadt, West Germany (SAG) on behalf of the Company and are used by SAG to offset royalties due them,

The Company’s commitments consist primarily of costs to maintain operations such as salaries and leased premises.
The Company has no material commitments for capital expenditures as of the end of fiscal 1986.

RESULTS OF OPERATIONS FISCAL 1986 COMPARED TO FISCAL 1985

Revenues increased 26% to $65,760,000. In general, the increase in revenue is principally attributable to a greater volume
of licenses. Maintenance revenues increased by 46% due to the greater volume of licenses and a general increase in the
annual maintenance rate for most products from 10% to 12%. Interest income on short-term investments contributed
$2,222,000 (3%) to revenues.

Salaries, Wages and Commissions increased 34% to $17,020,000. The increase is the result of an increase in net new
hires of 71 employees, an increase of 23% over the previous year, salary increases and commissions on higher sales.

Royalty Fees increased 23% to $11,750,000. The increase is primarily due to increased product revenues.

Other Operating Expenses increased 22% to $21,065,000. The increase is principally attributable to the expenses
associated with the increase in personnel. In addition, the Company accrued a $560,000 contribution to its employees’
Retirement Benefit plan.

Income Before Income Taxes increased to $15,925,000 compared to $12,693,000 in fiscal 1985 primarily due to an
increase in revenue.

The effective income tax rate in fiscal 1986 decreased to 46.4% from a 47.0% rate for fiscal 1985. The decrease is
principally due to the investment of funds in municipal securities where the interest is exempt from both federal and
state income taxes.

FISCAL 1985 COMPARED TO FISCAL 1984

Revenues increased 27% to $52,264,000. In general, the increase in revenue is principally attributable to a
greater volume of licenses. Effective for fiscal 1985, the Company changed its accounting for contract revenue.
The new policy is to recognize revenue at the time the product is installed as opposed to its former policy which
had been to recognize 90% of the revenue at contract execution and the remaining 10% at installation. As a
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result of this change in accounting, revenues were $932,000, less than they would have been if the change had
not been made. International revenues increased 39% to $11,839,000 resulting from a greater volume. Interest income on
short-term investments contributed $2,133,000 (4%) to revenues. Revenues from new products were 5% of total revenue.

Salaries, Wages and Commissions increased 32% to $12,745,000. The increase is the result of the hiring of 51 employees,
an increase of 20% over the previous year, salary increases and commissions on higher sales.

Royalty Fees increased 35% to $9,569,000. The increase is primarily due to a higher growth rate of international sales
revenue, whose royalty rate is higher than other royalty-related revenues.

Other Operating Expenses increased 28% to $17,257,000. The increase is attributable, in part, to the expenses associated
with the increase in personnel and the opening of four sales offices during the year. In addition, the Company accrued a
$330,000 contribution to its employees’ Retirement Benefit plan. The Company made no contribution in 1984.

Income Before Income Taxes increased to $12,693,000 compared to $10,936,000 in fiscal 1984 primarily due to an
increase in revenue.

The effective income tax rate in fiscal 1985 increased to 47.0% compared to a 46.5% rate for fiscal 1984. The increase
is principally due to an increase in Income Before Income Taxes while the amount of foreign and investment tax credits
available were approximately the same as in 1984.

FISCAL 1984 COMPARED TO FISCAL 1983

Revenues increased 37% to $41,127,000. In general, the increase in revenue is attributable to a greater volume of licenses.
Maintenance fees increased primarily as a result of increased sales. International revenues increased 51% to $8,559,000.
Interest income on short-term investments contributed $1,379,000 (3%) to revenues. Revenues from new products were
11% of total revenues.

Salaries, Wages and Commissions increased 1% to $9,634,000. The slight increase is the result of salary increases and

i commissions on higher sales offset by a decrease in salary rates caused by turnover.

Royalty Fees increased as a percentage of revenue primarily due to expanded international sales revenue, whose
royalty rate is higher than other revenues.

Other Operating Expenses decreased 7% to $13,477,000. Included in fiscal 1983 was a $1,500,000 legal settlement as
discussed elsewhere. After considering the legal settlement Other Operating Expenses increased 4% which is attributable
to increases in travel, facilities and communications.

Income Before Income Taxes increzsed to $10,936,000 compared to $2,234,000 in fiscal 1983 primarily due to an
increase in revenue while operating costs remained stable.

The income tax rate in fiscal 1984 increased to 46.5% compared to a 44.1% rate for fiscal 1983. The increase is
principally due to the increase in Income Before Income Taxes.
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CONSOLIDATED
STATEMENTS OF
INCOME

Software AG Systems, Inc.
and Subsidiaries

For the Three Years Ended
May 31, 1986

A

See accompanying notes

to consolidated financial

statements.
"
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Revenues e
Product and License Fees (Note 14)
Customer Services Fees
Interest Earned (Notes 2 and 3)
Other

Total Revenues

A e

Costs and Expenses
Salaries, Wages and Commissions
Royalty Fees (Note 5)
Other Operating Expenses (Note 11)

Tota! Costs and Exper

1986
w0 i
$41,799,347
18,298,122
3,596,425

65,750,672

17,020,292
11,750,119
21,064,672
0,835,083

[
[

Income Before Income Taxes and Cumulative Effect

of Change in Accounting
Income Taxes (Note 6)

Tncome hefore Cumtititoe Bficct df Change in Accounting

15,924,589
7,380,000

8,544,589

Cumulative Effect of Change in Accounting for Recognizing
Gontract Revenue, net of Deferred Income Taxes of §1,380,000

(Note 14)
Net Income

© § 8544589

Income per Common Share Before Cumulative Effect

of Change in Accounting

$1.45

Cumulative Effect of Change in Accounting for Recognizing

Contract Revenue, net of Tax (Note 14)
Net Tncome per Commion Share

Number of Shares Used to Compute Income Per Common Share

8145

5,893,091

Pro Forma Amounts Assuming the Change in Accounting is

Applied Retroactively (Note 14):
Revenues

Net Income

Net Income per Common Share

$65,759,672
$ 8,544,589
- $145

2,065,778

1985

$33,293,249
13,573,868
3,518,828

o L878,481
LTIy |
52,264,426

NN

12,745,200
9,569,329
17,257,082

20/571 611!

12,692,815
5,960,000

I Ng732 815

(1,592,662)
$ 5.140,153

$1.12

(.26)

~ Lggal

., b010913

$50,2604,426
$ 6,732,815
812

_‘1984
M 1
$26,885,498
9,770,688
2,866,928
1,605,491

41,126,605

9,633,979
7,080,086
13,476,843

30,190,908

10,935,697
5,080,000

1 s 855607

¢ 5,855,607

$.95

R
~NO
~ S

6,145,465

$39,506,480
§ 5115089
$.83



CONSOLIDATED
BALANCE
SHEETS

Software AG Systems, Inc.
and Subsidiaries

May 31, 1986 and 1985
|

See accompanying notes

to consolidated financial

statements.
]

o oo 1986 1985

Assets T | 0 R ool Tl £ N
Current Assets:

Cash and Short Term Investments (Note 2) $24,752,255 $17.651 511

Accounts Receivable (Note 3) 17,841,358 13,387,993

Current Portion of Lease Contracts Receivable (Note 3) 3,753,338 3,900,691

Other Current Assets o L lsAae4 1,012,962

Total Cutrent Assets | I |11 Hnirnmm II-IIIII.iwggqiyl&jjlll -qs%l‘s‘%., f#
Lease Contracts Receivable (Note 3) 4,042,707 4,421,335
Property, Equipment and Leasehold Improvements, less Accumulated Depreciation

and Amortization (Note 4) 4,256,365 3,824,390
Computer Software Marketing License, net of Amortization (Note 5) 2,365,206 3,689,185
Other Assets 083,196 878,484

Total Assets | -
Liabilities and Stockholders’ Equity
Current Liabilities:

Current Portion of Rovalties Payable (Note 5)
Accounts Payable

Deferred Income Taxes (Note 6)

Capitalized Lease Obligations (Note 9)
Other Current Liabilities (Note 8)

Totat Current Tiabitities (1 o
Royalties Payable (Note 5)
Capitalized Lease Obligations (Note 9)
Deferred Income Taxes (Note 6)
(i
TOtaI Liabﬂiﬁes IRl
e onmmn

Stockholders Equity:
Preferred Stock, $10 Par Value; Authorized 2,500,000 Shares, None Issued
Common Stock, $.01 Par Value; Authorized 10,000,000 Shares, Issued 5,800,305 and
5,777,596 shares respectively (Notes 12 and 13)
Junior Common Stock, §.01 Par Value; Authorized 1,000,000 Shares, None Issued
Additional Paid-In Capital (Notes 12 and 13)
Retained Earnings

Stockholders” Equity
Total Liabilities and Stockholders’ Equity

o iiiiiiiiii;gsib 537|‘0i6€iii iiiiiiiiiiiiﬂi;i&%&‘lssti

$3.716,622 $2,807,394

723,436 1,253,164

7,560,000 5,200,000

205,445 188 453

2,764,292 2,175,300

14,960,795 " 1604317

675,000 855,000

309,573 475,270

1,740,000 2,720,000

17’694’368 | \i’g’\%?lu”sgw?\

111 TN

58,003 57,776

15,719,461 15,513,543

26,065,234 17,520,645

o dsanesa30d1 06k
11 100w I$|
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CONSOLIDATED 1986 1985 1984
OF CHANGES IN Income Before Cumulative Effect of ¢ h(mg,e in Accountll‘n;l ! $ 8 544 589 | $ 67‘%”2II 815 $I SI:8‘3‘5‘,697
FINANCIAL Items Which Do Not Use Working Capital:
Depreciation and Amortization 1,258,109 936,368 783,520
POSITION Amortization of Marketing License 1,523,979 972,116 816,735
_ Provision_ for I)eterred Income Taxes (980,000) 420,000 490,000
Software AG Systems, Inc. in: '. L Memmm&? um B-“"‘ T v LHE . I b‘ I :
and Subsidiaries Effect of Lhdnge in Accountmg, 10, 146 677 9,061,799 7,945,952
Cumulative Effect of Change in Accounting for Recognizing
For the ““';ZY”"S Ended Contract Revenue - (1,592,662) -
May 31, 19 Increase in Royalties Payable - 140,000 100,000
Increase in Capitalized Lease Obligations - 320,523 -
Decrease in Lease Contract Receivable 378,628 137,921 1,162,160
Other, Net 200,145 155,351 08,982

| R
et I

Acqumtlon of Common Stock - B 995 99% ) —
Additions to Property, Equipment and Leasehold Improvements,

Net of Disposals 1,564,295 2,152,314 301,485
Increase in Other Assets 230,501 79,870 623,080
Decrease in Royalties Payable 180,000 — —
Decrease in Capitalized Lease Obligations 165,697 — 97,515

Decrease i, Other Liabilities — 46,860 61,118

e ...
crease in Wokkiig Capital e

Summary of Changes in Working Capital:
Increase (I)ecrease) in Current Assets:

Cash and Short Term Investments $ 7,100,744 $(3,543,982) $12,511,621
Accounts Receivable 4,453 305 1,527,963 3,608,823
Current Portion of Lease Contracts Receivahle (147,353) (626 559) 444218

GOther Current Assets

mm485|§4;4

| I WP"*"'W T UL w 1
Va's A8 MHHBM n Current Llaﬂ]’m m 1 REERI ”l il \:\ H I \HII \lll‘ Hll\ I E ‘l‘ '
Current Portion of Royalties Payable 909,228 (2,017 456) 3,761, 186
Accounts Payable (529,728) 748,595 (13,512)
Deferred Income Taxes 2,360,000 779,779 1,672,669
Capitalized Lease Obligations 16,992 109,415 (46,512)

Other Gurrent Liabilities
M‘m@wmmnimulllllqtlh-ﬂliT 1
L

e 0
e WWHTMMNW {Hl‘ “

588,986 (314159) 354,29
i ES R RERn

See accompanying notes

to consolidated financial

statements.
]
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CONSOLIDATED
STATEMENTS OF
STOCKHOLDERS’
EQuITY

Software AG Systems, Inc.
and Subsidiaries

For the Three Years Ended
May 31, 1986
L~ ]

See accompanying notes

to consolidated financial

statements.
R

Common Stock
$.01 Par Value Additional
Paid-In Retained
__Shares  Amount Capital Farnings
‘il".a‘\ J M e iz v ) y$‘6524\795
S (16,740) (167) (14,233)
Ixerc1se of Stock Options (Note 13) 9,155 91 83, 291

Ne[ lnL( H IIHIHI\ | H ] H HHH \HHHIHIH||II|I||||H||I\|ll\l'llmﬁ'i B HIIIIIIN‘_IIIIIIHIIWIIHIIIIII—l-m——‘W&m_Wm’!NN PFRAASTIRIN LR i S’\8S<Sl697\

\ Ii M\ " M\u T IIMN L B v 3 mgﬁ&%wm#g@ “ “‘I'Z}Z%By4dj
Shdres Acqmred And Retired (Note 12) (349, ]08) (3 491) (4,992,502) —
Exercise of Stock Options (Note 13) 17,506 175 155,176 —
Net Income o - - 5,140,153

e | [ TG o i R s e iy R S .

e I W& | 0 R ST SIS 17 S
Exercise of Stock Options (Note 13 22 7()9 227 205,918 —
Net [nc()me\ Il ' 1 1§ TS 11 W W SR 135 | B N Ilm—m_m A A - Bt 8’ 544’589
W&:Mg}; Igl)l, 1I98|6 o " |I||l:;:l|lll|\|\| H-~ Slm_\la%JQOS $15 719 461 R $26y065ly2|34
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Principles of Consolidation
The Consolidated Financial Statements include the accounts of the Company, Software AG Systems, Inc. and its wholly
owned subsidiaries Software AG of North America, Inc. and Computer Aided Transcriptions, Inc., a dormant subsidiary.

(b) Revenue Recognition
The Company sells, or leases under arrangements equivalent to a sale, a license to use its systems software products.
The Company’s policy is to recognize revenue at the time the product is installed (Note 14).

In contracts where the terms indicate a sale upon the satisfaction of other criteria, such as acceptance upon approval,
revenue recognition is delayed until those specific terms are met.

There are no significant future costs associated with the Company’s maintenance contracts that are not a part of
the ongoing conduct of its business; these costs are charged to operations as incurred. Accordingly, maintenance fees
charged to customers are recorded as revenue when billed. All costs associated with development and improvement of
software products are charged to operations as incurred.

(c) Property, Equipment, and Leasehold Improvements
Property, equipment and leasehold improvements are carried at cost. Certain items of equipment acquired under capital
lease agreements have been capitalized and the related lease obligations are classified as liabilities on the consolidated
balance sheet.

Property and equipment, including property covered by capital leases, are depreciated on a straight line basis over their
respective estimated useful lives. Leasehold improvements are amortized on a straight line basis over their respective
lease terms.

(d) Income Taxes

Deferred income taxes are provided to reflect the tax effect of timing differences between financial and tax reporting,
The Company accounts for investment tax credit as a reduction of income tax expense in the year the related assets are
placed in service (flow through method).

(e) Income Per Common Share

Income per common share during each period is net income divided by the weighted average number of common shares
outstanding and common share equivalents resulting from dilutive stock options. Primary and fully diluted earnings

per share are essentially the same.

(f) Reclassifications
Certain reclassifications have been made to 1985 financial statement amounts to conform to 1986 financial statement
presentation.



2. CASH AND SHORT TERM INVESTMENTS

At May 31, 1986 and 1985, cash and short term investments included U.S. Treasury Notes, at a cost of $14,803,000 and
$14,817,410, respectively. U.S. Treasury Notes had an estimated market value of $14,948,000 and $15,228,000 at May 31,

1986 and 1985, respectively.

Also included in cash and short term investments at May 31, 1986 were short term municipal notes at a cost of

$11,000,000, which approximated market value.

Interest and dividend income from investments for the years ended May 31, 1986, 1985 and 1984 was $2,221,804,

$2,133,286 and $1,379,000, respectively.

3. ACCOUNTS RECEIVABLE AND LEASE CONTRACTS RECEIVABLE

The Company includes in Accounts Receivable amounts due from the outright sale of rights to its products and for related
supporting technical services. The Company also recognizes revenue upon installation of sales-type leases for the license

of its products for periods of up to five vears.

At May 31, 1986 and 1985, Accounts Receivable and Lease Contracts Receivable were net of $1,750,594 and $1,373,695,

respectively, for allowance for specific doubtful accounts.

The receivables from sales-type leases at May 31, 1986 and 1985 included the following components:

Minirium Tease Payments Recéfable ™ =7 1T $10,848,304
Less: Unearned Interest Income S 3,052,349
Tease'Contracts Recefvable * TRy | 7,796,045
Less: Current Portion o i 3,753,338
ease Contracts Receivable —Long Term T e $ 4,042,707

1985

$11,570°584
3,257,558
8.32200%
3,900,691
§ 4421335

Future minimum amounts receivable from contracts under sales-type leases for each of the next five years and all

later years are:

1987 § 4,951,026
1988 3,095,545
1989 1,638,180
1990 799,816
1991 e 363827

TEER0088,394

Unearned interest income represents the interest factor implicit in the lease payments. Interest income earned on lease
contracts receivable for the years ended May 31, 1986, 1985, and 1984 was $1,374,619, $1,385,545, and $1 488,100

respectively.
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4. PROPERTY, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

A summary of property, equipment and leasehold improvements at May 31, 1986 and 1985 follows:

Estimated Life

_ 1986 1985 __(Years)

" } [ & e A P FRRIE e IW‘ £
] PN I 5’%"00‘2*%4“ ﬁm\'l &
Leasehold lmprovememb 1,287,373 1,063,562 2-5
ansportation Equipment 61,882 61,882 5-5

Capitalized Equipment Leases - 899,899 937,838, oo
I WA B Wmmmmmuml ‘ I‘ I‘D i { g 0{; r%gga.(( mmllﬂrlwlﬁ IIiM

|

= ‘%WMHWZ!‘S'(H%W mz*f{#nmﬂﬂ'ﬂm'rw

Less; Accumuldled | Depreciation and Amortization 3,333,545 2,241,440

?‘

Depreciation and amortization expense relative to these assets is included in Other Operating Expenses.

5. COMPUTER SOFTWARE MARKETING LICENSE AND ROYALTIES

The Company has a perpetual marketing license with Software AG of Darmstadt, West Germany (SAG), for its
principal products and all related improvements developed by the Company, SAG or any licensee, in North, Central and
South America, Africa, Israel, Southeast Asia, the Far East, and Australia. The agreement provides that the Company pay
SAG royalties ranging from 5% of the standard user’s fee for licenses granted in North America to 50% of the fees
received for licenses or maintenance from users elsewhere. The agreement also provides that SAG will pay the Company
royalties ranging from 15% of revenues received by SAG for maintenance and support services to 25% to 50% of the fees
received for products of the Company licensed by SAG. The consideration for the marketing license of $7,035,343 is being
amortized on a basis related to revenues which management estimates will amortize the cost over approximately seven
years. The unamortized amount at May 31, 1986 and 1985 was $2,365,206 and $3,089,185, respectively.

Amortization expense for the years ended May 31, 1986, 1985, and 1984 was $1,323,979, $1,045,724, and $816,735
respectively.



6. INCOME TAXES

The provisions for taxes on income consisted of the following:

Year - Ended May 31, o 1986 1985
i ot 1 VI 11T = ® “"mﬂ M\\I‘IMW"’“MWM

Current $2,900,000 $2,390,000
» Deferred 1 180 000 2,260,000 2 020 00()

VNP IR o e

SL’ME 11011 Y 1 { H H { HH “I"MW“““”TN“ m :I\H ;I\: :I\;mlllﬂlll‘ mor ‘?TW -
Current 790,000 480,000 520,000
l)eteired 3 L —

keI 111 1 1 i mmullﬂmmm
TR = ood ) PTG o MM e

The difference between the effective income tax rate and that computed by applying the statutory federal income tax
rate is summarized as follows:

Year Ended May3i,, el I8
" bl h & o ”§ H ﬁa‘x Rate ‘ " WM%(H‘(E/U
Surtax Exemption (.2)
State Income Taxes (net of federal tax benefit) 3.3
Investment Tax Credit (.1

Foreign Tax Credit

Dividend Income Exclusion
Municipal Interest Income Exclusion
Other

rsrammmmnnmmi 111 A1)

Deferred income tax expense resulting from timing differences between taxable and financial statement income is
summarized as follows:

Year Ended May 31, 1984
; Mn!ﬂ (Kt o Aot () 000

Depreu mon and Amortization ()()0) (11,000) 9,0(
Foreign Tax Credit — 16,000 671,000
Investment Tax Credit — 3,000 384,000
Research and Development Tax Credit — — 95,000
Jobs Tax Credit - — 48,000

Effect of Net Operating Loss Carryforwards for Tax Purposes - o 1,637,000

o g A T 1T1)sh, 300,000 TESSSAsatf™ 52700

A

I H H I’W IH

In 1984 the Company recognized its remaining net operating loss and tax credit carryforwards for income tax purposes.
The amount of the net operating loss carryforward utilized in 1984 was $3,560,000.
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' 7. RETIREMENT BENEFIT PLAN

The Company has maintained a defined contribution retirement plan for substantially all of its employees since May 31,
1978. On September 14, 1984, the plan was amended to meet the requirements of Section 401(k) of the Internal Revenue
‘ Code. On June 10, 1985, the Company received a favorable determination from the Internal Revenue Service. Per the
amended plan, at the discretion of the Board of Directors, the Company both matches employee contributions and
makes an additional employer contribution. For the years ended May 31, 1986 and 1985, the Company contribution was
| $677,000 and $389,000, respectively. There were no contributions made in the year ended May 31, 1984.

8. OTHER CURRENT LIABILITIES AND LINE OF CREDIT

Other Current Liabilities at May 31, 1986 and 1985 were as follows:

| 1l ot 1986 1985
Salaries, Wages, Commissions and Related Expenses Lo n $2,241,888 “$1615,491
Deferred Revenue 405 224 384,419
Notes Payable 8,390 35,087
Other 18,790 140,309
I AL i 62764297 175306

The Company has a Revolving Line of Credit of $4,000,000 of which $2,000,000 is available for general working capital
and $2,000,000 is available for acquisitions. The Revolving Promissory Note will bear interest at the bank’s prime rate.
Certain restrictive covenants need to be maintained in order to make funds available. As of May 31, 1986, no amounts had
been drawn against this line of credit.
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11. SUPPLEMENTARY INFORMATION

Amounts charged to Other Operating Expenses included the following;:

Year EndedMay3t, — 1986 1984

I | IM_—-MMWIMMM
Rents for Operating Leases 3,451,436 2,761,926 2,210,591
Advertising and Promotion 2,596,371 2,224 919 1,065,524
Travel 3,232,299 2‘628,970 1,9()5,6‘36
Employee Benefits 2,678,592 151,890 8,920
m_lI-—-l\ll_lll\lll\II\I\I\III\IHH mi -u—lwalh-———-—84 865 6i?wmilml !III\I\IIIIHIIIHIIII W \Iru --iu-ém:
(e - | [ I} W I ‘v l X‘,. I B

A

Direct costs for product development during fiscal years 1980, 1985, and 1984 were approximately $2,000,000, $1,800,000
and $720,000, respectively. These amounts were included in Salaries, Wages, and Commissions and in Other Operating
Expenses in the accompanying consolidated statements of income. These product development costs do not include signifi-
cant amounts expended by Software AG of Darmstadt, West Germany, for product research and development.

12. ACQUISITION OF COMMON STOCK

During fiscal 1985, the Company purchuse( 342,088 shares of its Common Stock at a cost of $4,971,065 under a stock
repurchase program. In addition, 7,020 shares were acquired from a former employee. All acquired shares were
subsequently retired.

13. S10CK OPTIONS — KEY EMPLOYEE INCENTIVE PLAN

The Company has granted common stock options under the Key Employee Incentive Plan of 1981, which authorizes the
granting of awards to key employees in the form of options to purchase shares of the Company’s common stock, cash
bonuses and awards, and cash or stock performance awards. The Company may grant up to a maximum of 450,000
shares prior to termination of the Plan on April 1, 1991. Stock options granted may receive tax treatment as “incentive
stock options” under the Economic Tax Recovery Act of 1981. The option price shall be the fair market value on the date
of grant. Shares are exercisable ratably over a five-year period.



The Plan provides that a participant may, at the discretion of the Compensation and Organizational Committee, either
at the time of grant or at the time of exercise of a stock option, receive stock or a cash payment in an amount equal
to the difference between the option price and the fair market value at the time of surrender of the shares. Accordingly,
payment may be made in cash, in shares, or a combination of both.

The Company has also issued stock options not part of the Key Employee Incentive Plan to directors and certain

officers. Included as outstanding options in the schedule below are 159,410, 89,500, and 87,000 such options at May 31, 1986,

1985 and 1984, respectively.
The following schedule summarizes the changes in stock options outstanding for the three fiscal years ended
May 31, 1986.

MY || s

AN R
Granted (dt AN exercise price of $14.06 to $18.44 in 1986, $13.13 in 1985, and

$9.68 to $12.19 in 1984) 214,500 97,900 192,400
Exercised (at prices of $7.50, $8.44, $9.68, $12.19 and $13.13 in 1986 and

at $7.50, $8.44, $10.81 and $9.31 in 1985 and at $7.50, $8.44 and

$9.31 in 1984) (22,709) (17,506) (9,155)
lxplred or cancelled L (25,854) 973)  (32,909)

I il
L1 T
ol il

14. CHANGE IN ACCOUNTING FOR RECOGNIZING CONTRACT REVENUE

Effective for fiscal 1985, the Company changed its accounting for contract revenue to recognize such revenue when the
product is installed as described in Note 1(h). Previously, 90% of the revenue was recognized when the contract was
executed, and 10% of the revenue was deferred and reflected in revenues when the product was installed. The Company
believes that its adopted accounting is preferable in the circumstances, because it is more conservative and conforms to
emerging accounting recommendations.

Pro forma results presented include the change in revenue recognition as well as the related marketing expenses
and income tax effect.
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The Board of Directors
Software AG Systems, nc.

We have examined the consolidated balance sheets of Software AG Systems, Inc. and subsidiaries as of May 31, 1986 and
1985 and the related consolidated statements of income, stockholders™ equity, and changes in financial position for each
of the years in the three-year period ended May 31, 1986. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned consolidated financial statements present fairly the financial position of
Software AG Systems, Inc. and subsidiaries at May 31, 1986 and 1985 and the results of their operations and the changes
in their financial position for each of the years in the three-year period ended May 31, 1986 in conformity with generally
accepted accounting principles consistently applied during the period except for the change, with which we concur, in
the accounting for recognizing contract revenues as described in Note 14 to the consolidated financial statements.

PEAT, MARWICK, MITCHELL & CO.
Washington, D.C.
July 23, 1986
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SUMMARY OF
(QUARTERLY
FINANCIAL DATA
(UNAUDITED )

Form 10-K

TRANSFER AGENT
AND REGISTRAR

The following is a summary of selected quarterly financial data for the years ended May 31, 1986 and 1985:

Quarter Ended

1\)LUM [ TR T i I L\MMMMMIMWMMM T

[l [ ja I\Ilff*ﬂﬂl\\\ V 1986 e 19;;6 |
T ] s(,ﬂ@d e L wwwww T
Net Income 2,87 I 597 8 06 1,933,257
Net Income per Share ) .:’)6 .27 33

Quarter Ended

0 B S R ST R 5,

1 R R

1985: 1984 1984 1985 1985

Yhtal Revenes ] AN ORIt 2

Income Before Cumulative Effect of

Change in Accounting 2,724,983 1,686,747 1,331,014 990,071
Net Income 1,132,321 1,686,747 1,331,014 990,071
Income per Share Before Cumulative Fffect of

Change in Accounting .44 28 23 A7
Net Income per Share 28 23 17

T e ARV 1.1 NP N R KT

Hm!\l\ l“ hlmlmm l "Ium“ " m“\l\lm 1N [N L I H\ (R o ’M

A copy of the Company's Annual Report on Form 10-K for the year ended May 31, 1986, together with financial statements
and financial statement schedule as filed with the Securities and Exchange Commission, contains additional information
about the Company. A copy of the Company’s Annual Report and Form 10-K may be obtained without charge by sending

a written request to Gilbert Markbein, Vice President and Controller, Software AG Systems, Inc. 11800 Sunrise Valley Drive,

Reston, Virginia 22091. Phone: (703) 860-5050

Manutacturers Hanover Trust Company
Box 24935

Church Street Station

New York, New York 10249
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On June 19, 1984 the Company began reporting on the National Market System. Stock quotations on the National Market
System are on a trade basis. Prior to that date, stock prices were quoted on a bid basis.

The high and low closing prices for the Common Stock for the periods indicated, as reported by NASDAQ, were
as follows:

Period — ‘ Stock Prices

[T LIT “l ‘ iiwm’u

Year ended May 31, 1985:
First Quarter 14% 0%
Second Quarter 15% 12%
Third Quarter 21% 13%

Fourth Quarter 19% 1215

e TR e e eeeetmemtmaLA_——eTEI—E Pem——————tae e mm—————————— et

st ———————

Year ended May 31, 1986:
First Quarter
Second Quarter
Third Quarter

Fourth Quarter
L I e —————————————— L ————

bk e

The Company has never paid a cash dividend, and it is the present policy of the Company not to do so. The Company
believes that the growth and acquisition opportunities in the computer software industry require it to retain its earnings
to support future business activity. Payment of future dividends will be dependent upon the earnings and financial
condition of the Company and other factors which the Board of Directors may deem appropriate. So long as any amount
is outstanding under the Company’s revolving credit agreement with a commercial bank permitting the borrowing of
$4,000,000, the Company is prohibited from declaring or paying any dividend in cash or assets (other than Common
Stock of the Company) which exceeds $1.25 per share of Common Stock outstanding at the time of such declaration
or payment, respectively. The revolving credit agreement will terminate on September 30, 1986 at which time the
agreement will be extended to September 30, 1987. No amounts are currently outstanding under the revolving
credit agreement.

The common stock of Software AG Systems, Inc. has been traded in the over-the-counder market (NASDAQ Symbol:
SAGA) since June 9, 1981. Effective June 19, 1984 the Company’s common stock commenced reporting on the NASDAQ
National Market System. Prior to June 1981, there was no public market for the Company’s common stock.

The 1986 Annual Meeting of Stockholders will be held at 10:30 a.m., local time, on October 23, 1986 at the Madison Hoel,
15th and M Streets, Washington, D.C. 20005.
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Cleveland

25000 Great Northern
Corporate Center
Cleveland, OH 44070
phone: (216) 734-1000

Dallas

5005 L.B.J. Freeway
Dallas, TX 75244
phone: (214) 437-2022

Denver

300 Union Boulevard
Lakewood, CO 80228
phone: (303) 987-3972

Detroit

26677 West 12 Mile Road
Suite 108

Southfield, MI 48034
phone: (313) 354-2400

Fort Lee

400 Kelby Street

Fort Lee, N) 07024
phone: (201} 461-6611

Houston

515 West Greens Road
fouston, TX 77067
phone: (713) 444-2651

Kansas City

8900 Indian Creek Parkway
Overland Park, KS 66212
phone: (913) 451-1051

Los Angeles

18300 Yon Karman Avenue
Irvine, CA 92715

phone: (714) 851-9905

Minneapolis

One Appletree Square
Bloomington, MN 55420
phone: (612) 854-2298

New York

400 Kelby Street

Fort Lee, N[ 07024
phone: (201) 4610611

Orlando

405 Douglas Avenue
Altamonte Springs, FL 32714
phone: (305) 7742500

Philadelphia

3 Neshaminy Interplex
Trevose, PA 19047
phone: (215) 245-0122

Pittsburgh

The Landmark Building
1 Station Square
Pittsburgh, PA 15219
phone: (412) 4714067

St. Louis

231 South Bemiston
Clavton, MO 63105
phone: (314) 725-0419

San Francisco

444 Castro Street
Mountain View, CA 94041
phone: (415) Y65-7970

Seattle

10900 N.E. 8th Street
Bellevue, WA 98004
phone: (200) 451-8055

Washington, D.C.

11490 Commerce Park Drive
Reston, VA 22091

phone: (703) 620-0100

North America

Software AG of North America, Inc.,
11800 Sunrise Valley Drive,

Reston, VA 22091, US.A.,

phone: (7033 860-5050, telex: 275301

Europe

Software AG,

Postfach 130123, Dehmelstrasse 3, D-6100,
Darmstadt-Eberstadt, West Germuny,
phone: 06151-5040. telex: 4197104.

INTERNATIONAL SALES

Argentina

Teleinformatica $ A, Avenida Corrientes
345, Buenos Aires, Argenting 1043,
phone: 01-313-1747, telex: 24816.

Australia

SPL (Australia) Pty Limited, Level 7.
The Gordon Centre, 802 Pacific Highway,
Gordon, NSW 2072, Australia,

phone: 02-498-8555, telex: 26151
Branch offices: Canberra, Melbourne,
Perth, Brishane.

Brazil

Consist Edifico Consist, Alameda Jau -
1177, CEP-01420, Sao Paulo SP, Brazil,
phone: 011-2835111, telex: 1132546,
Branch oftices: Rio de Janeiro, Brasilia.

Canada

Software AG of Canada, 151 Savage Drive,
Cambridge, Ontario NIR 5YZ, Canada,
phone: 519-622-0889, telex: 6959451
Branch offices: Calgary, Edmonton,
Montreal, Ottawa, Regina, Toronto.

Hong Kong

SPLL Systems ( Far East) L.,
1108 New World Tower,

18 Queens Road, Central,
Hong Kong,

phone: 5-8100911, telex: 80191,

Israel

SPLL Systems Programming (lsraely 1ad.,
53 Petach "likva Road, 67138 Tel Aviv,
Israel,

phone: 03-268241. telex: 342459,
Branch offices: Ramat Eshkol, Jerusalem.

Japan

Software AG of Far Fast, 7-2 Yaesu
2-Chrome, Chuo-ku, Tokyo 104, Japan,
phone: 03-278-0258, telex: 29349,
Branch offices: Osaka, Nagoya.

Mexico

leleinformatica de Mexico S.A.,

Arenal No. 40 Col. Chimalistac, Mexico
01070 df, Mexico,

phone: 05-550-8033, telex: 1761405.

New Zealand

System Programming (NZ) Ltd., 7th
Floor, Dalmuir House, 114 The Terrace,
Wellington, New Zealand,

phone: 04-720907.

Branch office: Auckland.

Panama

Software Technology, Inc., LO. Box
0-8168, El Dorado, Republic of Panama,
phone: 27-4930, telex: 3059.

Singapore

SPL Systems S.EA. Pte. Ltd., No. 28/11
International Plaza Building, 10 Anson
Road, Singapore 0207,

phone: 225-0007 or 0608, telex: 42135,

South Africa

Systems Programming (PTY) Lid., 364
Kent Avenue, Ferndale, Randburg 2194,
Republic of South Africa,

phone: 011-789-2740, telex: 430682,
Branch offices: Cape Town, Durhan,
Pretoria.

Venezuela

ADS. CA., Centro Comercial Bello
Gampo, Local 39, Mezzanina, Apartado
Postal 61260, Chacao, Caracas,
Venezuela,

phone: (2-329205, telex: 27433,

Software AG
Dehmelstrasse 3, D-6100,
Darmstadt-Eberstadt,
West Gerniany,

phone: 06151-5040

telex: 4197104

EUROPEAN SALES

Austria

EDV Software Aktiengesellschaft,
Mariahilferstrasse 41-43, A-1060
Vienna, Austria,

phone: 0222-5875628-0, telex: 112930.

Belgium

Software AG Belgium SA., Avenue
Louise 350, B-1050, Brussels, Belgium,
phone: 02-647-6480, telex: 23339,

Denmark

A/S Nordisk Software AG, Naverland 3,
DDK-2000 Glostrup, Denmark,

phone: 02-968044, telex: 33842,

Finland

OY Software AG Finland, Lakkisepankuja
2, SF-02600 Espoo, Finland,

phone: 0513733, telex: 123951

France

Software AG France SARL., 7, Rue de
Chartres, 1-92200 Neuilly Sur

Seine, France,

phone: 01-47476061, telex: 612447,
Branch office: Lyons.

Germany

Software AG, Postfach 130125,
Dehmelstrasse 3, D-6100,
Darmstadt-Eberstadt, West Germany,
phone: 06151-5040, telex: 4197104.
Branch oftices: Dusseldorf, Haumburg,
Munich, Stuttgart.

Ttaly

Selesta Sisterma S.PA., Via Volta, 16,
1-20093 Gologno Monzese, Milan, [taly,
phone: 02-253-8912, telex: 311354
Branch office: Rome.

Middle East

Software Middie East GmbH, P.O. Box
59826, Rivadh, Saudi Arabia 11535,
phone: 01-478-6967, telex: 206483

Netherlands

Software AG Nederland B.V., California
Building, Hogehilweg 15, NI-1101 CB,
Amsterdarn Zuidoost,

phene: 020-978611.

Norway

Software AG Norge A/S, Chr.
Michelsensgate 65, N-0474
Oslo 4, Norway,

phone: 02-383000, telex: 72916.

Spain

Software AG Espana S.A., Manuel
Cortina, 2, E-28010 Madrid, Spain,
phone: 01-442-3599, telex: 48338.
Branch oftice: Barcelona.

Sweden

Software AG Sverige AB, Rissneleden 136,
S-17248 Sundbyberg, Sweden,

phone: 08-733-0030, telex: 10299,

Switzerland

SAG Software Systems AG, Stauffacherquai
40, CH-8004, Zurich, Switzerland,
phone: 01-2415292.

United Kingdom

Software AG UK. Limited, Laurie House,
22 Colyear Street, Derby DE1 1A,
Uinited Kingdom,

phone: 0332-372535, telex: 377995.
Branch office: London.

Local Subsidiaries Shortly In:
Bahrain, Kuwait, Portugal.
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