Date:

To:
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BURTON GRAD ASSOCIATES, INC.
101 PosT ROAD EAsT
WESTPORT, CONNECTICUT 06880
(203) 222-8718 Fax: (203) 222-8728
E-MAIL: BURTGRAD(@AOL .COM

October 27, 1999

John Blaine

Burton Grad W

Subject:  Valuation of o.tel.o Products Acquisition by ISG

Enclosed are two final copies of the Valuation Report for ISG's o.tel.o products acquisition from
April 30, 1998. I have kept the August 15, 1998 date on the report since the valuation procedures
were those used prior to the SEC's 9/98 changes.

I have also enclosed an invoice for this project. I did not previously bill you for the work done in
1998 since I had not delivered a finished report.

If you have any questions, please call me. |

Enclosures
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WesTPORT, CONNECTICUT O8880
(2023) 222-8718
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Sterling Commerce, Inc. Invoice #2942
4600 Lakehurst Court
Dublin, OH 43017-0760 October 27, 1999
Attention: John Blaine Project #: 263-7
INVOICE

e

Project: Valuation Report on Acquired o.tel.o Intangible Assets

Consulting Services: February 1998 - October 1999

Burton Grad 5 days @ $2,500/day $12,500.00
Elizabeth Virgo 1.5 days @ $1,500/day 2.250.00
Total Fees $14,750.00

Total Invoice $14.750.00

Please Pay This Invoice Within 15 Days of Receipt

CONSULTANTS ON SOFTWARE






BURTON GRAD ASSOCIATES, INC.

101 PosT RoOAD EAST

WesTPORT, CONNECTICUT 08880
(203) 222-8718

(203) 222-8828 Fax
BURTORAD@AOL.COM

Au; 15, 1998

Mr. John Blaine

Sterling Commerce, Inc.

4600 Lakehurst Court

P. O. Box 8000 it
Dublin, Ohio 43016-2000

Dear John:

At your request, Burton Grad Associates, Inc. (BGAI) has determined the valuation for the software
products, the in-process technologies and the other intangible assets obtained as part of the acquisition
of certain assets from o.tel.o, a German-based telecommunications company. These values will assist
Sterling Commerce, Inc. (SCI) and its Interface Software Group (ISG) in the allocation of the total
acquisition costs to the intangible assets which were part of the purchase completed as of May 1, 1998.

The enclosed report provides the detailed processes and calculations used to value the acquired o.tel.o
software products which will be marketed by SCI/ISG and those research and development technologies
which were in process at o.tel.o prior to the acquisition and that SCI/ISG will complete and market. It
also shows how the other intangible assets were valued (employees, customer relations, etc.).

The analysis and recommendations in this valuation report are based on a careful examination of
materials provided by SCIV/ISG and o.tel.o, including business plans provided by SCI/ISG and interviews
with selected SCI/ISG and o.tel.o executives. However, the customer and financial materials provided
have not been independently verified.

The definitions, methodology and logic used, as well as the results obtained, are all described in this
report. The enclosed appendices provide additional information supporting the BGAI valuation
recommendations for the software products, the in-process technologies and the other intangibles
acquired.

This report uses the value as of March 31, 1998 as a sufficiently close approximation for the value at the
actual closing which was May 1, 1998. Based on information from SCI/ISG and o.tel.o, no business
changes occurred between April 1, 1998 and the May 1, 1998 closing date which would have
significantly changed the valuations.

Sincerely,

AN

Burton Grad

Enclosure
BG:3751a

CONSULTANTS ON SOFTWARE



Valuation Report on Intangible o.tel.o Assets

Prepared for:

Prepared by:

Date:

3751A.RPT

as of April 30, 1998

Interface Software Group
Sterling Commerce, Inc.
4600 Lakehurst Court

P. O. Box 8000

Dublin, Ohio 43016-2000

Burton Grad Associates, Inc.
101 Post Road East
Westport, Connecticut 06880

Burton Grad
Elizabeth Virgo

August 15, 1998
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EXECUTIVE SUMMARY

At your request, Burton Grad Associates, Inc. (BGAI) has appraised the value of the o.tel.o
intangible assets as of April 30, 1998. The purpose of this appraisal is to provide a formal valuation
of the fair market value of the various acquired intangible assets which can then be used to allocate
the total asset acquisition cost.

o.tel.o provides EDI and communications related software products as well as a wide range of
telecommunications services. While o.tel.o currently markets and provides various products and
services, only the Tiger and TeleTiger products and related professional services are of business
interest to Sterling Commerce, Inc. (SCI) and its Interface Software Group (ISG).

BGALI has primarily used projected cash flow-based methodologies in the product and IPR&D
valuations. This valuation method is commonly applied to appraising the product and technology
assets of software products and information services operations. The other generally accepted
valuation methods (market-based valuation and reconstruction cost) are not applicable to this
particular asset acquisition. Selected other methods were used for the other intangibles.

BGALI has valued the software product assets based on the net present value of the projected cash
flow over a four and one-half year forecast period; this includes revenues from the present o.tel.o
customer base and from projected new customers for currently available products and for related
maintenance and services. BGAI has also valued the acquired IPR&D technologies which will be
necessary and essential to deliver the new SCI/ISG product and its related services. Again, a net
present value-based approach has been used to establish the recommended value of the technologies.

Based on these analyses, BGAI believes that the fair market value allocation of the o.tel.o intangible
acquisition cost of $3,648,000 as of April 30, 1998 is:

o.tel.o Software Products $437,000 to be amortized over 54 months
: i from date of acquisition ;

o.tel.o IPR&D Technologies :  $1,674,000 to be written off as of the
: i acquisition date per FAS2 rules :

The value of the other intangibles equals the difference between the net intangibles acquisition costs
(after balance sheet adjustments for tangible assets and liabilities) and the sum of the values of the
o.tel.o software products and technologies.

Value Amortization
Trained Employees : $543,000 over 7 years
Customer Base 810,000 . over 7 years
i Going Concern/Goodwill 184000 ........ over 7years ;
g’:"T"otal Other Intangibles i $1,537,000 |
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SECTION I. Objectives and Work Plan

Sterling Commerce, Inc. (SCI) and its Interface Software Group (ISG) wishes to have an independent
valuation performed, using commonly accepted valuation techniques, of the value of the products,
in-process R&D technologies and the other intangible assets which SCI/ISG is acquiring from o.tel.o
Communications GmbH & Co. (o.tel.o). SCI/ISG wishes to determine the value of these assets as
a basis for allocating the asset purchase price.

At SCI/ISG's request, Burton Grad Associates, Inc. (BGAI) has performed a valuation study of the
o.tel.o intangible assets as of April 30, 1998. BGALI has used commonly accepted valuation
techniques and its extensive experience in valuing computer software and services companies to
determine the current value of these o.tel.o assets. The professional profile for Burton Grad is
included as Appendix A-1 and the profile for Eliabeth Virgo is included as Appendix A-2.

Work Plan

BGAI has performed the valuation study following these steps:

1. Identified and collected materials from o.tel.o and SCI/ISG which provided the basis for the
valuation study. A list of the materials requested is shown in Attachment B-1.

2. BGAI examined these materials and conducted on-site and telephone interviews with selected
o.tel.o and SCI/ISG executives and managers to obtain information not available from the
source materials. A list of the SCI contacts interviewed is shown in Appendix B-2.

3. BGAI selected appropriate valuation methodologies (net present value of projected cash flow
and others) and analyzed o.tel.o and ISG materials, BGAI interview notes and relevant
external materials in order to construct the valuation models needed.

4. For these models, key valuation factors were determined including expected economic life,
NPV factors, projected tax rates, etc. Using these factors, the recommended fair market
value of the acquired intangible assets was determined.

5. A final report was then delivered after ensuring that all information was accurate and
complete and that the assumptions, logic and calculations were clear to the SCV/ISG
executives. The final report included appropriate appendices.
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SECTION II. Description of o.tel.o Business
A. History

o.tel.o is a large German telecommunications corporation with offices throughout Germany.
It wants to divest the business unit that markets, sells and supports DOS and UNIX Electronic
Document Interchange (EDI) software to better focus on its core voice/data business. o.tel.o
had previously decided to resell the GENTRAN product line into their customer base, but now
it wishes to narrow its focus.

The business was originally called Lion Software. Lion had been acquired by Vebacom, the
telecom subsidiary of Veba GmbH, as part of a move by Veba into telecommunication
systems. In turn, o.tel.o was a new joint venture, set up by Vebacom and RWE, another large
German industrial combine, to address the newly deregulated German telecom market.

o.tel.o has a software installed base of approximately 750 customers, of whom only 275 are
currently on active maintenance. Some of the other 475 other customers are still using
o.tel.o's products and regularly paying for o.tel.o's consulting services to provide mapping,
integration and related activities. The low ongoing maintenance percentage reflects o.tel.o's
lack of strategic attention to the user base, much of which was obtained through one or more
prior acquisitions. Approximately 20% of the customers use UNIX, the rest are DOS based.
All the customers are in Germany, but some have installed systems in their offices in Austria
and Switzerland.

o.tel.o had gross revenues for this business unit for 1997 of approximately $2.3 million,
omitting hardware sales and maintenance and non-product related consulting. Of that,
approximately $500,000 was software maintenance and optional premium services, while the
remaining amounts were new or add-on sales (around $600,000) and consulting revenue
($1,200,000).

. Products and Services

o.tel.o offers the following products (see Appendix C-1 for technical positioning):

¢ The core product, Tiger, provides a suite of EDI facilities. It was originally developed
about ten years ago as a MS/DOS product, and then reconstructed for UNIX about five
years ago. There is currently no NT version.

A range of Communications Utilities providing both physical communications and EDI
services. Almost all of these are resold third-party products.

A new product, TeleTiger, currently in development, is an application module within the
SAP/R3 environment. It will, therefore, run on any SAP/R3 platform (under UNIX, AS400,
or NT, and on any hardware). There is no R2 version. TeleTiger has been programmed by
a third-party software house, HPC, using the SAP language ADAP/4. It needs to interface
with an EDI environment, such as Tiger or GENTRAN in order to do useful work. Appendix
C-2 provides an extensive description of TeleTiger.
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o.tel.o maintains the existing products themselves, but has had a third-party software house write
the new product; however, for the new product, it still uses its own personnel for detailed design,
testing and implementation of that software.

These products are supported by a range of services, often packaged into a single deal with the
software sale:

» Consultancy in the use of EDI and its application in the customer business

+ Systems Integration with both the customer's existing upstream systems and the downstream
communications facilities. It is rare for customers to undertake this latter piece themselves.

* Training for which there is a dedicated manager and a packaged course, either at o.tel.o's
premises or on site. This is usually a standard part of each deal.

» Customer Service via a telephone help desk. Again, this is packaged and contracted.

» In addition, o.tel.o already resells Sterling Commerce GENTRAN for the NT market.

C. Organization and Personnel

There were 31 full-time employees in the business unit as follows:

* 18 implementation services, consulting, product specifications personnel
* 5 customer support (level 1, 2) people

* 4 software integration, QA and communications specialists

» 3 sales technical support reps

* 1 salesrep

Key Employees -- The acting manager of the unit will be a key employee for SCI. There are 4-5
other supervisory level personnel that would be classified as key.

The development personnel have experience in system integration with SAP, X.400
communications, European communications and EDI standards, and UNIX and DOS. Several
of the above personnel have recently been to Microsoft NT training as well as SCI product
training as part of the o.tel.o reseller roll-out of Gentran:Server.

D. Market and Competition

German Translation Software Market-- o.tel.o's market share is substantial. The competitors are
Actis and Seeburger. The telco billing market tied to SAP is unique, and there are no obvious
competitors
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E. Operations

Sales Approach — o.tel.o sells its software products through a direct sales force with standard price
lists for software, support and services.

Customer Support Services — includes software updates and help desk telephone access. o.tel.o
offers premium support services from a menu of options, generating significant revenue from those
offerings.

* Consulting Services: include mapping assistance, on-site integration and implementation
assistance and electronic commerce consulting.

» Alliances: o.tel.o has active alliances with SAP and Isocor. o.tel.o uses a third-party
software house to write new EDI software. This company is named HPC and is located in
Mannheim, Germany and has other operating locations.

F. Customer Base

o.tel.o's customer base of around 750 breaks down as follows:

DOS on DOSnoton :  UNIXonm UNIX not on
Maintenance Maintenance Maintenance Maintenance
240 337 33 140

o.tel.o reports that their customer base is largely happy, and that they are not experiencing any
major support issues with any of the products.

G. Financials

Appendix C-3 shows the results of these specific o.tel.o operations during 1997. Since this was
not an identified business unit for o.tel.o., the revenues and direct costs had to be reconstructed,;
many of the expenses are shared with other operations of o.tel.o so that the historic cost data is
unreliable for the time periods covered.

Revenues for the software products business in 1997 totaled approximately $2.3 million after
eliminating hardware and unrelated communications consulting.
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SECTION III.  Description of ISG Strategic and Operational Business Plans for

A C ISG Business Descrioti

ISG is a leading U. S. and global provider of EDI translation software marketing under the
GENTRAN product line name.

B. Strategic Plans

The principal reasons why ISG acquired the o.tel.o EDI operations are:

1. The additional 750 o.tel.o customers can be added to ISG's current German user base, be
supported profitably and can be upgraded to GENTRAN software within three years.

2. The in-process R&D focused on building TeleTiger opens up a whole new application market
for ISG which should increase SCI and ISG visibility in addition to increasing revenues and
operating income.

3. The ISG German market share is increased significantly.

4. ISG gains valuable German employees, especially in the consulting and implementation
services areas.

5. The customer base may also require other ISG EDI products, including use of ISG's NT
server product, which ISG can fulfill from day one.

ISG plans call for creating a Dusseldorf-based support/transition group consisting of current

o.tel.o personnel. The reporting structure, integration with ISG German operations, and longer

term development and marketing plans are being further developed as part of the SCI FY99

Budget and Strategy.

ISG will have an ongoing partnership with o.tel.o covering several areas:

1. o.tel.o will retain certain customers to act as general contractor and billing agent, so ISG will
set up the procedures to assure that it works well for both sides, allowing free access to those
customers for ISG's continuing sales efforts.

2. ISG sales reps will receive referrals from o.tel.o's core business sales reps.

3. ISG sales reps can refer leads to o.tel.o's core business sales reps.

4. o.tel.o represents a major telco with European expansion plans, so strategic discussions

between the two companies regarding communications standards, Internet plans, etc. will be
of ongoing benefit to SCI.
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C. Relevant JISG GENTRAN Products

Two of the ISG products provide essentially the same functions as the o.tel.o Tiger products, but
the Tiger products have some different interfaces and protocols unique to the German
marketplace.

ISG has not been in the market/functional area covered by the future o.tel.o product called
TeleTiger,

. Plans for Tiger Customers

ISG plans to expand its EDI products position in the German marketplace through supporting
the Tiger customers for the next three to five years while migrating them to the GENTRAN
product line in a timely manner, so as not to lose current customers. ISG plans to have a strong
alliance relationship with o.tel.o, maintaining the present Tiger customer base and selling the
replacement GENTRAN products to the o.tel.o customer base.

To do this, ISG intends to:
1. Make Tiger Y2K compliant

2. Provide limited enhancements to keep Tiger competitive for its prospects and for o.tel.o's
current customers

3. Continue maintenance and support for the Tiger customers, while trying to get many of the
inactive customers to start paying maintenance fees again. The low maintenance revenues
reflect o.tel.o's lack of attention to the user base.

4. Make new sales of Tiger where GENTRAN products do not fit

5. Provide conversion aids to migrate Tiger customers to GENTRAN products

. Specific Plans for TeleTiger Prod

The following items describe ISG's plans to exploit the in-process R&D technology underlying
TeleTiger by releasing TeleTiger in Germany and then producing and supporting the product for
other markets:

1. Marketing and Sales
» Launch in Germany
» Aggressive German sales plans
» Launch and sell in France, UK., Italy and other European countries
+ Launch and sell in U.S./Canada
» Launch and sell in Asia and other international locations
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2. Development
» Complete and improve the interfaces and protocols
» Complete functions/features to ensure market superiority
* Modify functions to serve needs in other countries

3. Maintenance and Support
* Maintain products in a professional, timely manner
* 7 x 24 customer service with German speaking capability

4. Related Professional Services
* Provide needed services to assist in planning and installation, along with training of
customer personnel
» Perform selected conversion and interface services

F. Sterling Financial Projections 1o and Related ISG Prod

The specific assumptions and plans used by BGAI to produce Tiger revenue and operating
income projections are shown in Section V.

The specific assumptions and plans used to produce TeleTiger revenue and operating income
projections as a basis for the technology valuation are shown in Section VI.

In both cases, BGAI has examined ISG financial projections to assist in determining its own
assumptions.
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SECTION 1V. Valuation Methodologies

The general asset valuation process for acquired intangible assets (after deducting the value of
the tangible assets less liabilities) is:

7

Determine valuation of those intangible assets (current products, non-compete agreements)
to be capitalized and amortized over their economic life

Determine valuation of incomplete/in-process research and development projects to be written
off at acquisition

Subtract the sum of the results contained in steps 1 and 2 from the total acquisition costs for
the intangible assets and specifically allocate the remainder to other intangible assets for
capitalization and amortization.

This valuation of the intangible assets relates primarily to current Software Products in #1 and
Technologies for future use in #2.

There are three principal valuation techniques which can be used for valuing the intangible assets of
computer software and services companies (such as products and technologies):

Valuation of Projected Operatins Profit's

What would an independent buyer pay for the projected profit stream from the assets to
produce a fair rate of return on the investment, considering the risk involved? Valuation is
based on revenue, cost and profit projections using revenue history, competitive position,
market opportunities and realistic profitability expectations.

Resale Value of the Assets

What would an independent buyer pay for similar products and other assets based on current
market values and recent acquisitions? Valuation is based on: comparable private and public
asset acquisitions; price/earnings and price/revenue ratios of public companies in comparable
businesses. These values need to have appropriate adjustments for special circumstances and
balance sheet tangible values.

Reconstruction Costs

What would a third party have to pay to reconstruct equivalent products or technologies
given reasonable technical skills and market knowledge? Valuation is based on design
concept, number and size of programs, complexity of programs, languages and operating
systems used. The actual costs incurred to acquire or develop the products and technologies
is considered along with estimated reconstruction costs. Other implied costs due to market
timing, product quality, etc. are also considered.
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Each of these methods has to be used with appropriate consideration of business history, future risk,
market direction, product and service quality and balance sheet elements. In each case, there are
specific procedures to be followed so as to produce consistent valuations.

A. Software Products Valuation

Usually, neither reconstruction cost nor comparable company market value provides an
appropriate valuation methodology for the value of the current products acquired.

Therefore, for software products, BGAI usually computes the net present value of the projected
operating income stream over the expected economic life of the specific products which the Seller
was marketing as of the acquisition date and which the Buyer expects to continue to market and
support.

There are four primary steps in determining the net present value of the projected profit to be
earned by sales and recurring revenues from the current products to be marketed.

|12

Establish the Available Market O A

Information is collected regarding the market opportunities for these types of products with
consideration of prospective growth and competition on different platforms for various
functions and markets. Competitive and technology factors are also considered.

P Product Unit F | Esti R

Using management information and financial records as a basis, the sales history for the
available products is examined. From this work, a profile of each product is built and used
as a basis for BGAI forecasting. To produce realistic future sales projections, this is overlaid
with the data derived from the market opportunity analysis and specific Buyer marketing
plans.

Proisct Onsratins C. | Pre-Tax Operating Prof;

Seller, Buyer and industry historic operating costs are analyzed to project future costs. This
yields a projected operating profit stream.

b ine E ic Life and C Net P val

The NPV calculations are based on the use of a predetermined discount rate, adjusted to the
investment being made at the midpoint of each year. The figure selected is based on the level
of risk in the BGAI forecasts; it does not necessarily reflect the company's historic/projected
rate of return on investment, nor the cost of money as of the acquisition date, but does take
both of these factors into consideration.
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The marketable economic life for each product is determined, based on the market
opportunity, sales history and experience, product currency, competition, expected
technological developments and Buyer strategy. We believe that a 54-month life is realistic
for the principal acquired o.tel.o product (Tiger).

The effective tax rates for international profits have been projected by ISG financial
management at 34% .

The NPV calculations are made based on projected cash flow after tax adjustment over the
economic life of the products. A straight line (or revenue-ratio) amortization method can be
used for each product, based on its marketable economic life and its operating income pattern.
Section V and its related Appendices shows this product valuation process in detail.

R Aconited Techatiogise Vit

Whether particular acquired technologies which are included in the new products can be expensed
as in-process research and development depends on the intended use by the acquirer and whether
technological feasibility has already been demonstrated for the future products which will
incorporate these technologies per FAS86 rules. The technology values are not limited to the
actual cost of development to date, but should reflect the value to the acquirer for the acquirer's
intended uses.

BGALI analyzes the planned future products to determine if they meet the FAS86 technology
feasibility rules for capitalization. If not, the value must be written off at the acquisition date
because of FAS2 rules on not capitalizing in-process research and development costs.

The primary method used for valuing acquired technologies intended for future use is a projected
cash flow-based valuation using the projected operating income for the new products. Neither
comparable market value nor even reconstruction costs are particularly useful in this situation.

The projected operating income stream approach requires identification of the specific future

products to be produced and marketed using the acquired technologies; a projection is then made
of the revenues, costs and profits from these future products. The net present value of the
resulting operating income stream is calculated over a realistic economic life to produce the
valuation figures. The valuation procedure is similar to that described in Section IV A.

Establish the available market opportunity

Prepare product forecasts and estimate revenue

Project operating costs and pretax operating income
Determine economic life and compute net present value

Pty Al o

The figures for the NPV discount rate are determined for the technologies considering in each
case the special business risks. The effective tax rates are 37% for North American profits and
34% for International profits. We are using ten years as the marketable economic life for the
planned future products using the acquired technologies.

Section VI and its associated appendices show the process and calculations for the new products.
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C.

Risk Levels in BGAL F : tred Prod { Technologi

BGALI's practice is to prepare its own revenue forecasts and cost projections for each current
product and for each qualified in-process and planned product, rather than use the assumptions
and projections prepared by the acquirer of the assets (buyer).

The intangibles valuations for the acquired products and technologies used 15% as the after-tax
discount rate on the current product and 20% on the new product. The forecasted revenue and
operations costs were projected at this level of risk, using conservative business assumptions. In
preparing its revenue forecasts and projected operating costs, BGAI has carefully considered, for
each in-process and planned project, its stage of completion, complexity of work completed,
difficulty of completing the work in a timely fashion, technological uncertainties, and any other
relevant factors which would increase the risk to successful technical completion.

The SEC states that the value of core technologies can only be claimed for those products which
currently contain those technologies. If a new product will directly reuse previously released
programs, and there are no significant technical risks in this reuse, then the value of the
contributions of this core technology would have to be excluded from the value of the acquired
technologies.

If a new product just uses the same or similar functionality as that in an existing released product,
but it has to be rearchitected, restructured, redesigned, reprogrammed and retested, then this does
not appear to constitute reuse of core technology, but rather should be considered part of in-
process R&D work and treated accordingly for valuation and FAS2 write off.

With this background, BGAI has determined whether any acquired Tiger or other o.tel.o released
technologies will be used in TeleTiger. Based on explicit representations from o.tel.o, ISG
technical management and from BGAI's own due diligence review, BGAI believes that there is
no such reuse. Therefore, there are no core technologies to be considered in determining the
TeleTiger technology valuation.

Other Intangible Assets
The principal other intangible assets acquired are:

+ trained personnel
» established customer base (i.e., customer relations)
» other developed technologies

The remaining elements of infrastructure, name recognition, channel relationships, business
procedures, etc. are of only limited value to SCI, since SCI already has these capabilities and will
integrate the o.tel.o going concern elements into the Interface Systems Group (ISG).

The valuation procedure used for other intangibles is described in detail in Section VII. A life of
seven years has been used because of the rapid rate of change in the EDI business.
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SECTION V. Valuation of Software Products Acquired from o.tel.o

A. Tactical and Strategic Plans for o.tel.o Products

ISG will continue to make limited new and upgrade sales of Tiger and plans to increase Tiger
maintenance revenue from customers o.tel.o has not pursued actively for maintenance
contracts. ISG will migrate the current users to the appropriate Gentran product relatively
quickly; we assume it will take up to three years for this migration. The Communications
Utilities will not be marketed or supported. Therefore, the rest of the product valuation only
relates to Tiger in the DOS and UNIX marketplace.

B. Valuation Procedure
Based on historic and planning information from o.tel.o and SCI/ISG documents, as well as
from interviews and industry analyses, BGAI has constructed its own revenue and cost

projections covering the Tiger product line over the 4 % fiscal years starting April 1, 1998.

From the operating income cash flow projections, BGAI has determined the net present value
for this product.

The net present value has been used as the basis for the BGAI value assessment of the current
Tiger products.

The valuation procedure followed is described in Section IV-A.

e o L 1 A ions for Tizer Prod

+ Tiger had only 273 installed customers as of 12/31/97 who were on active maintenance
agreements.

Tiger is not yet Y2K compatible. We have assumed that SCI/ISG will fund the remaining
Y2K development, testing (including certification), fixing of bugs and distribution of new
disks incorporating Y2K changes and bug fixes.

SCVISG does not plan to sell Tiger/DOS to additional customers after FY 1998. Instead, it
will try to migrate these customers to GENTRAN:Director; using appropriate conversion
tools.

SCI will continue to sell and support Tiger/Unix for three to five years, migrating these
customers to the GENTRAN:Server product during these years.

We will omit any hardware sales and hardware maintenance revenues (and costs) for Tiger

We will omit amortization, interest and taxes and deal only with operating costs.
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D. Revenue Assumptions

The following are the primary assumptions used in forecasting the future revenue for the
current Tiger products:

Tiger/ Tiger/

DOS Unix
New Sales units — CY1997 60 24
New Sales Price — FY1998 10K 30K
Installed Units on Maintenance 240 33
Maintenance Fee/Unit — FY98 1.0k 2.3k
Product Related Professional Services — CY97 400k 800k
Maintenance Erosion — 1998-2002 20% —» 80% : 20% — 80%

E. Revenue Forecasts

Using the assumptions stated above, BGAI expects new sales to continue in 2HFY98 and through
FY99, but then to drop in FY00 and disappear in FYO1. Similarly, add-ons and upgrades will
continue, although at a slower pace, through FY00 and then collapse. Any growth customer will
be migrated to the appropriate GENTRAN product. Only those who are satisfied with their
current status will stay with Tiger in FY01 and FY02.

Services will only be associated with new sales and, given SCI's lack of strong interest in
European professional services, will be at a low rate per unit sales.

Maintenance erosion will be high starting in FY00, primarily because of migration to GENTRAN
products.

Appendix D, Table 11, shows the assumptions and calculations for the Tiger revenue forecasts.
The expected total revenue for 2HFY98-FY02 will be:

Revenue ($000)
2HFY98 $1,050
: FY99 1,082
i FY00 : 836
i FYOl : 156
FY02 31
Total $3,156
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F. Cost Assumptions and Calculations

The costs are based on SCI's European experience:

International
Cost of Revenues .10
Marketing, Sales and Support 35 =#R20
Research and Development 20— .10
G&A 15
Total .80 — .55

The costs are calculated in Appendix D, Table 21. The total costs for 2HFY98-FY02 are
$1,651,000, leaving a pre-tax operating income of $808,000.

G. Net Present Value Calculations
Assumptions:

* Tax Rate: International: 34%
* Discount Rate: 15%

The calculations are shown in Appendix D, Table 31. The results are:

Net Present Value

: ‘ (S000)
| 2HFY98 $134
i FY99 150
{ FY00 121
| FYOI 26
| FYO02 5
(ol ] L0

We recommend that SCI capitalize the Tiger product at $437,000 and amortize it on a straight
line (or revenue ratio) basis over 54 months.
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SECTION V1. Valuation of In-Process Technologies to be Acquired from o.tel.o

A. Oualifications for Technology Write-off

The operative rule is that the value of acquired technologies which will be used in future products
must be written off as of the date of acquisition if the products which will incorporate these
technologies have not yet passed the technological feasibility tests and the market valuation tests
specified in FAS86 (and the acquiring company's capitalization practices). This write-off is
required by FAS2 for in-process R&D costs.

The methodology to be used for valuation of the technologies is the NPV of the projected
operating income from the identified future products which will incorporate these acquired
technologies. The procedure described in Section IV-B is implemented in this Section. The
second method (reconstruction cost), which is sometimes used to confirm the NPV-based
valuation, has not been deemed appropriate to use in this situation.

One of'the primary purposes for the purchase of the o.tel.o assets by SCI/ISG was to obtain the
SAP-related TeleTiger technologies being developed by o.tel.o. As of the planned acquisition
date, o.tel.o had produced an initial version of the planned product. This pre-release version
incorporates special technologies (developed by o.tel.o) for providing detailed telephone billing
and accounting information for a wide range of SAP customers.

While o.tel.o has previously offered to sell this pre-release product (with only one customer so
far), the principal objective has been to find a beta test or pre-launch customer in order to
determine whether the product, as now constituted, will be able to be installed on a reasonable
time and cost basis. In addition, o.tel.o wanted to determine what significant changes,
modifications and enhancements would be needed to make TeleTiger a marketable product with
sufficient functionality and satisfactory performance.

In BGAT's judgment, even though a working prototype exists, TeleTiger would not yet pass the
FASS6 tests for capitalization since it cannot yet demonstrate technical feasibility or that sufficient
revenue would be obtained to cover the R&D costs and the required distribution and support
costs. Therefore, we will treat the TeleTiger technologies as work-in-process R&D and
recommend writing off the projected value as of the date of acquisition under FAS2 rules.

In addition to the current pre-release version of TeleTiger which is aimed specifically at the
German market, SCI/ISG intends to modify the product (interfaces, protocols, reports,
documentation, etc.) to be marketable throughout Europe, in North America and in other
international locations.

The various versions of TeleTiger will each require some separate design and implementation
work in order to effectively use the TeleTiger technologies. Clearly, none of these new versions
has yet met FAS86 technical (or market value) criteria. Therefore, all of the Net Present Value
of the after-tax operating income from worldwide TeleTiger offerings will need to be written off
as of the acquisition date, under FAS2 rules, as work-in-process R&D.

The calculations will be made separately for International and North America based on certain
general and product-specific assumptions.
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B. Assumptions

There are only a few general assumptions regarding the TeleTiger products:

1.

TeleTiger will be sold as a standalone product to current o.tel.o and SCI/ISG customers in
Germany and then to new prospects in Europe, the United States and finally in the rest of the
world.

We will omit hardware sales and hardware maintenance revenues (and costs) for all future
products.

We will omit amortization, interest and taxes and only use operating costs.

A tax rate of 37% will be used for expected federal and state taxes for North American
operating income and 34% for international taxes on non-U.S. operating income.

A discount rate of 20% will be used; this is an after-tax rate and reflects both development
and forecast risks.

In addition to these general assumptions, there are a number of assumptions specific to the individual
markets. These assumptions are summarized below and have been used in the revenue, cost and NPV

calculations.
TeleTiger
North America International
Prices: :
Software License/unit $25k $25k
Maintenance Fee 18% 18%
Professional Services 50% 50%
Cost Ratios:
Cost of Revenues .10 .10
Sales, Marketing and Support | .40 — .25 .40 — 25
Research & Development 25=.10 125310
G&A : 15 &)
Tax Rate 37% 34%
Discount Rate 20% 20%
Available Dates 1QFY00 Germany: 1QFY99
Europe: 3QFY99
Asia: 3QFY00
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C. TeleTiger Revenue Calculations

The current SCI/ISG plan is to start selling TeleTiger for general release in Germany in October
1998 with phased releases in 3Q99 (Europe), 1Q00 (North America) and 3Q00 (Asia). The
forecasts are separated between International and North America.

The revenue forecast for TeleTiger is shown in Appendix E, Tables 11 and 12, for the fiscal years
1999 through 2008. This assumes a ten-year forecast after the first version of the product is
available. However, there would be no new customer sales after FY2005. The total worldwide
revenue over those ten years for new and add-on product licenses, maintenance fees and
installation services is $24,151,000.

. TeleTiger Costs

Cost computations are shown in Appendix E, Table 21, with operating expenses at 90% of
revenues in FY 1999 for International and FY2000 for North America, going down to 60% by
FY2006-2008.

As a result, the pre-tax operating income for TeleTiger is projected as $6,523,000 which averages
27% of the forecast revenues. Remember, the operating costs exclude amortization, interest and
taxes.

. Net Present Value Calculations

The net present value calculations are shown in Appendix E, Table 31, taking into consideration
North American federal and state taxes and International tax rates; the net present value factors
are based on a 20% discount rate, half-year adjusted (e.g., revenues are assumed to be earned
evenly throughout the year).

The following table summarizes the results of the NPV calculations performed in Appendix E,
Table 31:

TeleTiger Technologies NPV Calculations
1999-
Fiscal Years 2008
($000) 1999 : 2000 : 2001 : 2002 : 2003 : 2004 : 2005 : 2006 : 2007 : 2008 Total
North America 0 12 44 94 90 i 101 62 36 23 13 476
International 30 110 : 148 ¢ 219 : 205 190 i 119 89 57 31 1198
Total 30 122 191 3135102957 1291 181 125 80 45 1674

The resulting NPV of the projected operating income for TeleTiger for FY1999-2008 is $1,674,000.
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One other factor which must be considered is whether there are any core technologies from previously
released products which are included in the new product. While the name TeleTiger is similar to the
name Tiger which o.tel.o has used for its EDI product, the two products are totally unrelated.
TeleTiger was a brand new effort initiated by o.tel.o to tap the SAP marketplace in an area (telephone
billing) related to o.tel.o's main business: telephone service. Therefore, there does not need to be any
adjustment for core technologies.

Following the FAS86 technical and market value rules on capitalization of software products and the
FAS2 rules regarding in-process R&D costs, BGAI believes that the acquired TeleTiger technologies
should not be capitalized and must be expensed as of the date of acquisition.

Based on these conclusions, SCI/ISG should write off $1,674,000 as of the date of acquisition as the
projected value of the TeleTiger IPR&D technologies.
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SECTION VIL Valuation of Other Intangible Assets

In acquiring o.tel.o, SCI/ISG had five principal business goals:

1)

S

Acquiring the current o.tel.o products to pick up some new sales as well as maintenance
revenues from Tiger.

Acquiring the o.tel.o technologies specifically related to TeleTiger so that ISG could have a
special application capability.

Acquiring some trained technical staff and sales/marketing people to enable ISG to enter this
market more rapidly, effectively and efficiently

Acquiring o.tel.o's customer base which should provide additional buyers for current and
future ISG product offerings

Acquiring some going concern recognition and goodwill from o.tel.o

In valuing each of these primary intangible assets one must be especially careful to identify the value
as of the acquisition date and to avoid double counting the same benefit:

Item 1 refers to the value of the existing o.tel.o products as of the acquisition date. This
was the Tiger product which was valued in Section V.

Item 2 (IPR&D Technologies) has been valued in Section VI; there are no core
technologies contributions.

Item 3 (assembled work force) refers to the costs avoided by ISG by acquiring the trained
staff. All retained employees will be considered. These cost savings do not overlap other
benefits.

Item 4 (Customer Base) has its principal value in providing the potential for the Tiger
customers to purchase other ISG products.

Item 5 is a potpourri of all of the other intangible assets acquired by ISG from o.tel.o.
This category includes name recognition, going concern practices and procedures,
operational locations, channel and partnership relations, etc. The value of these will be the
residual value from the acquisition costs incurred less all other tangible and intangible
assets.

A. Assembled Work Force

Acquisition of trained personnel provides a direct benefit to the acquiring company since it avoids
the costs of recruiting, training and bringing these employees to their full level of productivity.
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SCI expected to retain only 22 of o.tel.o's employees. BGALI's determination of the value of these
avoided employee costs is $823,000. This saving occurs principally because SCI does not have
to try to recreate an organization to maintain, support and sell the o.tel.o products. The savings
after-tax adjustment is $543,000 which should be amortized over a seven-year period representing
the useful life of the acquired staff. Appendix F-1 provides the details of these calculations.

C B  Prifessional Servi

The acquired o.tel.o customer base was expected to be of some direct benefit to ISG. Acquiring
a new customer is an expensive marketing and sales process, but once a company has served a
customer, the customer is far more apt to buy additional products than a non-customer.

Appendix F-2 analyzes the acquired o.tel.o customer base and identifies which ISG products
would benefit from having these companies as ISG customers.

The analysis in Appendix F-2, page 1, shows the mix of the then current o.tel.o customers
(DOS/UNIX, active/inactive) and estimates what percentage of each category would buy the
identified ISG products.

Prices, upgrade ratios, maintenance factors, services percentages and operating margin
assumptions are shown for the ISG products in Appendix F-2, page 2. Appendix G shows the
calculations; the total NPV for the relevant products is summarized below:

ISG Product Net Present Value
Gentran:Director : $297,000
U 5 213,000
: Total $810,000

The estimates were made using a seven-year forecast. Based on ISG experience, many customers
will continue to use the product and stay on maintenance, particularly those that license relatively
late in the sales cycle.

The value of the o.tel.o customer base in buying other ISG products has been calculated at
$810,000 which should be amortized over a seven-year period.

. Other Technologies

o.tel.o has been developing advanced technologies for its key products and markets for a number
of years. However, at the time of the acquisition, ISG could not identify any technologies other
than those used for TeleTiger for which it had specific future use. Since the value of these in-
process technologies was calculated in Section VI and since there were no core technologies used
in TeleTiger, there is no other technologies value.
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D. Going C i Goodwill Valuati

In addition to the other intangibles itemized in this Section, there are some other going concern
and goodwill values which need to be considered in the total valuation process. These items
cannot be valued individually so are only assessed as a group. Appendix F-3 provides the
reasoning and quantification of the going concern and goodwill values. The result is a valuation
of $184,000 which should be amortized over only a seven-year period because of the rapid rate

of change in the EDI industry.

These four elements constitute the whole of the value of the other intangibles. The life expectancy

of these are as shown below:

Other Intangibles Value Amortizable Life
Trained Personnel $543,000 7 years
Customer Base for other ISG products 810,000 7 years
Core Technologies -0- --

Going Concern ;.r;.c.l“é;odwill .................. l 84000 7 years
T TN AT $1,537,000 i

BGAI believes that the other intangibles value of $1,537,000 realistically represents the value of
all of these acquired elements and that it should be allocated and amortized as shown above.
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SECTION VIIL. Recommendations on Allocation of Value to Acquired o.tel.o Assets
A. Products

The following table summarizes the results of the NPV assessment of the o.tel.o Tiger product:

Summary - Tiger Product NPV Calculations

Fiscal Years : 2HFY _ FY 1998-2002
(8000) 1998 : 1999 : 2000 : 2001 : 2002 Total
Tiger 134: 150 121 26 5 437

Based on the analysis and calculations shown in Section V and Appendix D, BGAI recommends
that SCI/ISG capitalize the acquired Tiger product at $437,000 and then amortize it over the 54
months following the date of acquisition. This value is entirely international.

B. Technologies

The following table summarizes the results of the NPV assessment of the o.tel.o in-process R&D
technologies as they will be incorporated in the new SCI/ISG product. Based on the analyses and
calculations shown in Sections VI, BGAI recommends that SCI/ISG allocate the o.tel.o asset
purchase price related to the acquired o.tel.o TeleTiger technologies as follows:

Summary - TeleTiger Technologies NPV Calculations

éFiscal Year

i (S000) 1999 : 2000 : 2001 i 2002 i 2003 i 2004 : 2005 : 2006 : 2007 i 2008 : Total
North : H :

America i 0 12 4: 94 90:i 101 62i 36 23 13 476
International i 30i 110: 148 219 205: 190: 119: 89 57 31 1198
i Total P .30F 1228 191% 313% 2951 291F 181: 125F 80: 45 1674

We have used the NPV-based valuation of the TeleTiger technologies. These figures appear
reasonable based on the scope, complexity and timeliness of the available o.tel.o technologies.

BGAI recommends that SCI/ISG use $1,674,000 as the value of the in-process technologies
acquired as part of the o.tel.o asset acquisition. This value should be written off as of the date
of acquisition under FAS2 rules.
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C. Other Intangibles

The goodwill value has been calculated using the remainder method. This was done by starting
with the total purchase price plus all other acquisition costs. The adjusted net value of any
tangible assets less the tangible liabilities is then deducted from the full acquisition cost. The
balance represents the acquisition cost for the intangible assets. The product and technologies
valuations are subtracted from the intangible acquisition costs. The remainder is the other

intangibles which needs to be capitalized and amortized over an appropriate economic life.

The following calculations were used to determine the total purchase price and the value

remaining for the other intangible assets:

($000)

Asset Purchase Price $2,926
Acquisition Costs (preliminary) 200
Total Acquisition Cost 3,126
Less: Adjusted Tangible Assets minus Liabilities (522)
Product Valuation 437
Technologies Valuation 1,674
Other Intangibles $1,537

In Section VII the total valuation of the other o.tel.o intangible assets to be allocated was shown
as $1,537,000, principally comprised of trained personnel, customer base for other ISG products
and going concern/goodwill value. These other intangibles should be amortized as shown below:

‘Other Intangibles Value Amortizable Life
Trained Personnel $543,000 7 years
Customer Base and Professional Services 810,000 7 years
Other Technologies -0- --

Going Concern and Goodwill 184,000 7 years
Total $1,537,000

The sum of all of these intangible assets matches the purchase price plus other acquisition costs

less the net value of tangible assets less tangible liabilities.
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Burton Grad

Appendix A-1
Page 1

Professional Summary

Burton Grad, President of Burton Grad Associates, Inc. (BGAI), has a long record of
significant contributions to the computer software and services industry. He has experience
both as a user and developer of application and systems products and as consultant, innovator,
businessman and leader in the computer software and services industry.

Since 1978 he has been a consultant to companies providing software products, software
professional services, processing services and other computer software and services offerings:

< Strategic planning, management and organizational consulting, and product analysis,

evaluation and review

%+ Company and product acquisition studies including due diligence and valuation for
financial capitalization and write-off purposes

s Planning, assessment and analysis of business operations including quality and

productivity measurements

Work is performed personally or with the assistance of experienced specialists in market
analysis, customer services, systems programs and industry applications on mainframe and
departmental computers as well as on client/server and personal computer systems.

This is a partial list from the more than 175 BGAI clients:

Broadview Associates

Budgeting Technology, Inc.
CIBER, Inc.

DA Consulting Group

Decision Consultants, Inc.
Discount Investment Corporation
Elron Software, Inc.

Geocapital Partners

Grace Consulting and Technologies

12 Technologies, Inc

Infosafe |
Keane, Inc. |
Mediware, Inc.

Platinum Technology

SPSS, Inc.

Sterling Commerce, Inc.

Sterling Software, Inc.

TSI International
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Work Achievements

Burton Grad Associates, Inc. (1978 - Present)

*

Strategic planning, management and organizational consulting, and product analysis,
assessment and review

Company, product and technology valuation studies for financial, tax, capitalization and
acquisition purposes

Due diligence studies on acquisitions of computer software/services companies

Business assessment studies and implementation projects for product strategy, development,
quality management and customer service

Customer Care, Inc. (1992 - 1996)

*

Published CustomerCare Newsletter and CustomerCare Survey directed at software
companies' customer services activities: support, documentation, training and product-related
consulting

Provided consulting on customer service processes, and training for customer service
personnel

Heights Information Technology Service (1979 - 1983)

*

Performed professional services for applications and systems development
Used professionals on a remote, work at home basis with effective project management

International Business Machines Corporation (1960 - 1978)

*

Definition, design and implementation of application development systems strategy resulting
in release of IBM's development management systems
Development of application programs for every major industry

Establishment of joint planning and programming development with European operations
Announcement, development and initial support of CICS
Management of application development for small business and process control systems

Responsibility for the production, release and maintenance of almost 200 programs
Conception of approach to and programs for text processing and office automation systems
Development and expansion of computer based training systems

Development of management science and scientific programs
Participation in the structuring and unbundling of IBM program products
Creation of the Study Organization Plan for specifying and designing application systems
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General Electric Company (1949 - 1960)
Programming of the first commercial computer (Univac I in Louisville)
Development of discrete simulation techniques for manufacturing planning and control
Invention of decision tables
Study of automated factory design and implementation
Initiation and use of advanced techniques for production, inventory and quality control
Other Professional Activiti
1972-1996 ITAA

* Computer Software and Services Trade Association

President, Treasurer and Board member of American Software Association Division
of ITAA

* Member of ITAA Board

Chair and member of various committees (Industry Relations, Software
Capitalization, Software Openness, Technology Information Services, Quality
Management)

Executive Committee of Information Technology Foundation (Project Office)

1968 and 1979  Principal author of Management Systems, published by Holt, Rinehart and Winston.
Used for colleges and businesses for computer application system methodology and
design.

1950-Present Speaker and chair at conferences and workshops and contributor to professional
journals on various information technology subjects including decision tables, quality
control, systems engineering and software capitalization.
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Burton Grad Associates, Inc.
101 Post Road East
Westport, Connecticut 06880
(203)222-8718
(203) 222-8728 FAX

1949 Bachelor of Management Engineering
Rensselaer Polytechnic Institute
Troy, New York

POSITION HISTORY

1978-Present Burton Grad Associates, Inc.,
Founder and President
Consultants to computer software and services companies

1992-1996 CustomerCare, Inc.
Chairman
Publisher and Consultants for software company customer services

1978-1984 Heights Information Technology Services, Inc.,
Founder and President
Professional software services

1960-1978 International Business Machines Corporation
Consultant - IBM Research Lab
Director of Development - Data Processing Division (DPD)
Manager - Development Services and Scientific
Application Programs (DPD)
Manager - Technical and Scientific Development (DPD)

1949-1960 General Electric Company
Consultant - Advanced Application and Systems Development,
Production Control Services
Manager - Production Control Operation - Large Steam Turbine Division
Manufacturing Training Program
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4, Browning House, 19-21 Formosa Street Telephone/Fax: 0171 289 2570

London W92JS, England elizabeth_m_virgo@evirgo.freeserve.co.uk
PROFESSIONAL SUMMARY

Overview

Elizabeth Virgo has extensive experience in providing financially-oriented consulting services for companies
in the computer software industry:

PO e e

Profit improvement, budgeting and cash flow planning
Financial planning and controls

Management information systems

Positioning for merger and acquisition

Due diligence studies

Assistance to companies in financial difficulties

PonicalAsi

Instituted a cash flow analysis and control system which enabled an undercapitalized software
products company to accomplish its objectives until financing was obtained and thereafter

Instituted an inventory control system for a computer system company to minimize cash investment

Developed a budget and established a budgeting process for use thereafter for a publishing company
specializing in the software industry

Designed and guided the implementation of a management information system for a company in the
software industry

Assisted in changing from cash to accrual accounting and instituted additional financial systems and
a management information system to enable it to continue its expansion

Participated in a number of due diligence studies on behalf of companies acquiring software
companies

Performed product valuation studies for tax accounting purposes

Performed market and product evaluation and validation of opportunities for various software
applications
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Clients Include
Motorola

AGS Computers, Inc.

Sterling Software, Inc.

IBM Corporation

International Computer Programs, Inc.
Pictureware

Educafi {Abeiciatt

P Ne. O

B.A. (Hons) Economics from Manchester University (England) specializing in statistics
Member of the United Kingdom Market Research Society
Member of the United Kingdom Long-Range Planning Society

Completed courses on critical path analysis, PERT, corporate planning and selected O.R.
techniques

Regular attendee at meetings of the Computer Software and Services Trade Association
(ITAA): participant in software capitalization presentation and preparation of published
guidelines



10.

11

12.

13.

14.

Appendix B-1

Information Requested

List of principal o.tel.o customers for preceding three years and the revenues from each of
these accounts for each year

Financial statements for o.tel.o for the preceding 15 months

Effective ISG (SCI) tax rate (federal and state) for budget purposes as of the valuation
date

Current cost of money for ISG (SCI)
Current organization chart for o.tel.o, with number of employees by function

ISG business and strategic plans for o.tel.o including planned products, types of services,
pricing, development projects, etc.

Marketing materials for current o.tel.o offerings and services

List, description, size and market share of principal competitors

ISG acquisition analysis materials for o.tel.o

ISG sales and support plan for acquired o.tel.o products

ISG marketing plan for maintaining and increasing o.tel.o customers

Analysis of o.tel.o installed base including installation dates, maintenance status, platforms

Technical analysis of o.tel.o products and in-process development activities in terms of
both application and system functionality

ISG technical plans for utilizing and incorporating acquired o.tel.o technologies in future
(or enhanced) ISG products
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John Blaine
Pat Davis

Randy Harvey
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Appendix C-2
(4 pages)

Tele Tiger Review ISC Labs

Product Description: This is a vertical solution for optimizing the
management and validation process of telco bills. The genesis for this
product is based on an old DOS solution provided by Lion. This system
called ELFE is in place at roughly 40 customers and provided limited
capability in reviewing and validating telco bills. The Tele Tiger system is
based on the evolving INET document standard, a subset of EDIFACT.
The market need being addressed is the current inability of SAP to
provide automated or on-line viewing/validation of detailed teico bills, no
method for splitting the cost within the CO module, and no on-line method
to manage telco contracts and master data. In many instances this type of
validation and review is done by reading through the paper bills or is not

done at all. The developed system is integrated into the SAP
environment.

Target Market: This market, as defined by o.tel.o, is all R/3 sites in
Germany (728 NT, 2350 UNIX) and eventually throughout Europe and the
U.S. They do not break down the oppartunities anymore than this level.
An obvious requirement is that a prospect's telco provider supports the
INET standard. The current INET billing document is in review and not
fully approved. Only 3 of 5 telcos in Germany ( DT AG, Mannesmann D2,

& E-Plus E1) can provide electronic bills. Interestingly enough, not even
o.tel.o provides these bills.

Competition: The main competitors for this product run standalone
solutions based on DOS, Windows and NT. The main competitor, Bodo

Peters has an FTP process for the IDOC structures to be accepted within
SAP Another competitor 1s Com Control.

Positioning: It appears that o.tel.o was going to use this vertical solution
as the lead in to not only solving a particular niche need but also as a way
to sell more Tiger EDI Gateway software and messaging services. This
solution 1s dependent on having an EDI solution that can process the
INET billing document and a fairly secured messaging pipe. According to
C Weoper, being a part of o.lel.o had proven a negative as none of the
other teicos were particulariy interested in partnering and the fact that

0. tel o did not support the INET document was also viewed as
detnnmental '

Stering Commerce Company Confidential
C T AM

02/17/98



Pricing: The pricing modei very much reflects the services approach to
the business. The view is {o sell the complete solution, message services,
EDI and bill validation & management. Outlined below is a rough pricing

mode! reviewed by Astrid Lambert, the product manager.

Tele Tiger Pricing Matrix

TSN o)

Tele Tiger SW

Installation (required service) 2,240 2 days

IDOC customizing/booking 2.688 2 days mandatory

Project Mgmt 2,688 2 days to define project
Training 4,032 3 days

Total Tele Tiger SW & Services | 36,848 This is base does not include

a services package for all the
admin set-up & any mappi

on le

i er S pport
SW

'19.1
0 33 :..‘»:;

X SW & training
Installation 2.240
Total EDI Gateway for Tele Tiger | 11,980 Does not include IDOC

mapping or testing

X.400 P7 Caonnection SW

Installation of RUA

Monthiy ADMD charges

This pricing mode! does not include what appears to be a significant client
services opportunity in IDOC customization and control data set-up and
configuration. According to Astrid this client services effort could be
anywhere from 2 to 15 days.

Prospects: The current list of prospects is limited to BMW and 4-5
internal Veba subsidiaries. This is primarily due to BMW's insistence they
keep from fully marketing the product until BMW has it up and running.
They have told roughly 20 customers about the product and say they are

very interested. BMW has assisted in the funding of building the product
with a 100.000,00 DM investment.
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Product Features: The product, over time, is intended to provide the
following features:

2 .uj,c E

ronically (INET) 1.0 Some Yes

Ability to manually validate bills for: 1.0 N/A N/A

- Is pricing correct
- Are accounts still active

Ability to split cost information for loading into the 1.0 N/A N/A

CO module of SAP

Reporting capability via data exchange with 1.0 N/A N/A

desktop tools such as Excel.

Electronic management of master contracts from 2.0 No No

telco, includes E-doucment for receiving contract

info

Integration with in house phone system for 2.0 N/A N/A

matching billed traffic versus actual traffic

reported

Workflow integration with SAP 2.0 N/A N/A
A Electronic management of teico pricing catalogs 20 No No

for circuit, line, phone. etc.

Ability to send electronic orders and notices to 2.0 No No

teicos.

User exits 2.0 N/A N/A

Development History & Approach: An external software house, HPC,
performs all current development. This company was picked due to their
extensive experience with SAP development and some prior
relationships. The entire project for release 1.0 is based on a fixed
contract that HPC has already exceeded in terms of price and time. HPC
has been working on the project for roughly 1 year. BMW has participated
In the requirements definition. Much of the product functionalily is
dependent on new INET documents and the general acceptance of these
documents by the Telcos. The system is written in ABAP/4 and runs
within a SAP environment. The system is stated to be in prototype stage
with 85% of the release 1.0 work complete. Final QA testing is being done
by o.tel.o. Their initial customer is BMW who contributed 100.000 DM to
the project and will serve as a test site. Once the release is certified and
turned over 10 o.tel o HPC only has a 6-week commitment on bug fixes.
There is no support contract in place at this point in time. HPC has
requested to be a reseller. They were also interested in reselling rights in

the U.S They have roughly 30 people working in the States and 50 in
Germany.



An independent consultant, Jurgen Liersch, has been contracted to assist
in QA and overall product review. O.tel.o had planned {o contract Jurgen
for about 10 days a month to assist with the next release. Currently, 2
developers within o.tel.o are invoived in this project. Friedhelm bar is the

overall project coordinator and tester and is supported by Alfons
Meisenfeider.

Organizational Requirements: Significant skills and infrastructure are
required to suppon this type of application. The sales model is a real
appiication solution sale with knowiedge required not anly about SAP but
also teico billing, EC, and potentially messaging. This knowledge would
be required at both a sales and a pre-sales support level. To effectively
market this type of product, knowledgeable Marcom resources would be
required as well as someone working a strong partnership with SAP to get
their name behind this product. Within support, client services and
develooment. knowledqge will be required for the SAP environment, how to
install components, ABAP/4 programming, IDOC praocessing, table access
to the SAP databases, Tele Tiger processing, and EC. An SAP
environment for testing and troubleshooting will be required as well as an

ABAP/4 development environment.

Issues: Should SCI sell, market and support this type of product.

Understand EC and IDOC
Good Project management skills for
managing this type of project.

$i L R X
ntiates us from competition in

the eyes of SAP as well as in the
eyes of SAP prospects.
Use as a lead position in selling
traditional products
Gives us a true vertical solution to
experiment with

process L4

RARnee e

experience

No

No true application sales model, etc
No ABAP/4 development
experience

No support, development

Cost to support becomes
unbearable

Diverts/distracts us from core
business activities.

Issue: Is there a true market for this type of application?
Recommendation: We need to find out fast.




Appendix C-3

o.tel.o Software-Related Revenues

CY 1997 Reconstruction Revenues
($000)*

New Software Sales
DOS 588
UNIX 0

Maintenance

DOS 214
UNIX 277
Consulting and Services 1,222
i L At Dbl b 2,301

* Ignores all hardware and general consulting revenues

3751A.RPT



Appendix D

A B | G| D | E | F | H
—;— Tiger -- Revenues (International) 1
3 Projected
Total
4 [($000) 2HFY98 FY99 FY00 FY01 FY02 1998-2002
5
6 |New Product Licenses
7 New license rate 1.50 75 .00 .00
8 New license revenue 350 525 394 0 0 1269
9
10 |Add-ons/Upgrades
11| Add-on rate 25 25 .00 .00
12| Add-on revenue 100 80 64 0 0 244
13
(14 |Services
15| Services rate 15 15 15 15
16 | Services revenue 400 48 39 20 4 511
17
18 |Maintenance Revenue 200 429 340 136 27 1132
19
20 |Total Revenue 1050 1082 836 156 31 3156
21
(22
23 | Previous year maintenance 400 429 340 136
24 | Retention rate 8 6 4 21
25| Remaining maintenance 320 257 136 27 740
26| New + add-on license revenue 605 458 0 0
27| Maintenancel/license rate .18 .18 .18 18
28| Conversion rate 1.0 1.0 1.0 1.0
29| New license maintenance revenue 109 82 0 0 191
30 |Total Maintenance 200 429 340 136 27 1132
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SCl-otelo.xls
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Appendix D

C

|

o TR |

=

Fetet]

H

Costs for Tiger - (International)

21

Projected

55 |($000)

FY00

FYO01

FY02

Total 1998
2002

57 |International

58 Revenues

31

3156

60 Cost of revenues

rate

cost

316

62 Marketing and sales

cost

64| RandD

rate

cost

517

66 Gand A

rate

cost

473

68 |Total Costs — International

1651

69 Cost/Revenue Ratio

SCl-otelo.xis

10727199 11:18 AM




Appendix D

Cc

D

E

|

F

H

101

Net Present Value -- Tiger (International)

31

102

103

($000)

2HFY98

FY99

FY00

FYO01

FY02

Total
1998-2002

104

Tiger — International

105

Revenue

1050

1082

836

31

3156

106

Operating Income Ratio

.20

.30

107
108

Operating Income

210

270

251

14

808

Tax Rate

109|

Operating Income After Tax

139

179

166

533

110

NPV Factors

841

731

9
.553

111

NPV

134

150

121

437

112

113

Discount Rate - International

0.15

114

115

116

117

118

119

120

121

122

123

124

125

SCl-otelo.xis
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A T [ T2 ) ey [ = T 2 - e | Vo] [ 1] O T (254 [
1 Revenues for TeleTiger (North America) 1
% Projected Fiscal Year
Total
| 4 |($000) 1999 2000 2001 2002 2003 2004 2005 | 2006 | 2007 | 2008 [1999-2008
"6 |New Customer Sales
New Sales Units 0 6 12 24 24 24 12 [ 0 0 102
Price/Unit 25 25 25 25 25 25 25 25 25 25
New License R: 0 150 300 600 600 600 300 0 0 [ 2550
0
11 |Add-on Sales
Add-on Growth Rate 55] s5[ 58] .55] 55] 55] ] - -
3| Add-onR o[ 0| 14| 41| 94| 46| 187 188]  145| 95 910
4
15 |Servi
16| Services Rate 50[ 50| 50] 50] 50] 50] S0[  s0[ 50 50
7 R [4]] 75/ 150| 300] 300| 300/ 150 0] 0 0 1275
Maintenance Revenue of 7] 82| 189] 295] 400| 428] 376] 289 191 2277
20
21 |Maintenance Calculations
22| Previous Year Mai 0 0 27 82 189 295 400 428] 376] 289
23| Retention Rate 95 95 85 .90 90 90 85| .80 70 60
24| Remaining Maint 0 0 26 74 170 266 340 342] 263 174 1655
25| New License + Add-on R 0 150 314 641 694 748 487|  188] 145 95
[ 26| Maintenance License Rate 18 18 18 18 18 18 18] .18 .18 18
27| Initial C: Rate 1.0 1.0 1.0 1.0 1.0 1.0 10 10 1.0 1.0
28|  New Maint R 0 27 57 115 125 134 88 34 26 17 623
29 | Total Maintenance 0 27 82 189 295 400 428 376] 289 191 2277
30
31 |Total R 0 252 546 1130 1289 1446 1065] S64]  434] 286 7012
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SCl-otelo.xis
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M Lo ] o s merprsseaas] e R | e s | eys [ wamn] ez Wik [aEx
A Revenues for TeleTiger (International) 12
% Projected Fiscal Year
Total|
1999 -
| 4 |(8000) 1999 | 2000 | 2001 | 2002 | 2003 | 2004 2005 | 2006 | 2007 | 2008 2008
"6 |New Customer Sales
New Sales Units 12 24 36 48 48 8 24 0 0 0 240
Price/Unit 25 25 25 25 25 25 25| 25 25 25
New License R 300 600 900| 1200|1200 1200 600 0 0 0] 6000
0
(11 |Add-on Sales
Add-on Growth Rate 1T ss5] 55] 55] 55 55] 55] 55| 85| 55| 55]
Add-on Revenue [ 0| 28] 81| 161 266| 370] 446| 440 339 223| 2354
4
(15 |Services
Services Rate | .50] 501 50] .50( 50| 50( 50| .50 .50( 50!
Services R [ 150] 300/ 450/ 600| _ 600| 600 300| 0 o 0] 3000
Maint R [ sa]  164]  325] S37] 747 955]  1000] 879]  676] _ 446] 5784
20
21 |Maintenance Calculations
22| Previous Year Maint 0 54 164] 325 537 747 955] 1000] 879 676
23| Retention Rate 95 95 90 90 90 90 85 80 70 60
24| Remaining Maintenance 0 s1 148] 292 483 672 812] 800 616 406| 4281
25|  New License + Add-on R 300 628 981| 1361|1466 1570 1046] 440|339 223
[26] Mai License Rate 18 18 18 18 18 18 18| .18 18 18
27| _Initial Conversion Rate 1.0 1.0 1.0 1.0 1.0 1.0 10| 10 1.0 1.0
28| New Maintenance R 54 113 177|245 264 283 188 79 61 40| 1504
29 | Total Mai 54 164 325 537 747 955 1000| 879| 676 446| 5784
30
1 |Total R 504]  1093]  1756] 2498 2813 3125 2347] _1319] 1015 669] 17139
32
33
34
35
3
37
38
39
40
a1
a2
43
a4
a5
a6
a7
)
49
50
SCl-otelo.xis 10/268/99 2:35 PM




A B850 | SC [ R [ = [ T e e i) O T T TP A IO o P
& Costs for TeleTiger (Worldwide) 21
52
E Projected Fiscal Year
54
Total
55 |($000 1999 | 2000 | 2001 2002 2003 2004 2005 | 2006 | 2007 | 2008 [1999-2008]
sol
57 |North America
58] R 0 252 546 1130 1289 1446 1065] 564]  434] 286] 7012
59 |
60| Costof rate 10 10 10 10 10 A0 .10 10 10
61 cost 25 55 113 129 145 106 56 43 29 701
62|  Markeling and sales _rate .40 35 35 35 30 30| 25 25 25
63 cost 101 191 395 451 434 319 141 109 72 213
64| RandD rate 25 20 15 15 A5 5] 10 10 10
65 cost 63 109 169 193 217 160 56 43 29 1040
66] GandA rate 15 15 A5 15 A5 5|15 15 A5
67 cost 38 82 169 193 217 160 85 65 43 1052
68 | Total Costs-North America 227 437 847 967 1012 745| 330 260| 172 5006
69
70 |Cost/Revenue Ratio - North America 90 80 75 75 70 70 60 60 60
71
72 |international
73| R 504]  1093] 1756 2498 2813 3125 2347] _1319] 1015]  669] 17139
74
75| Costof rate 10 10 10 10 10 10 A0 10 10 10
76 cost 50 109 176 250 281 312 235 132|102 67 1714
77| Marketing and sales _rate 40 35 35 35 35 35 35| 25 25 25
78 cost 202 382 615 874 985 1094 821| 330 254|167 5723
79| RandD rate 25 .20 20 15 A5 15 L 10 10 |
80 cost 126 219 351 375 422 469 352 132 10 67 2613
81| GandA rate 15 A5 5 15 A5 5 A5| 18 A8 15 0.25
82 cost 76 164 263 375 a2 469 352] 198 152 100 2571
83
84 | Total Costs - International 454 874] 1405 1873 2110 2344 1760| _ 792| 609]  402| 12621
85
86 |Cost/Re: Ratio - Int'l 90 80 80 75 75 75 75 60 60 60
87
88
89
90
91
92
93
94
95
(3
97
98
99
100
SCl-otelo.xis 10/26/99 2:38 PM




A ] [ D ] T A X O [T [ O (e T (1 [
ioh Net Present Value - TeleTiger 31
Projected Fiscal Year
Total
1999 | 2000 | 2001 2002 2003 2004 2005 | 2006 | 2007 | 2008 |1999-2008
TeleTiger (North America)
0 252 546 1130 1289 1448 1065 564 434 286] 7012,
Operating Income Ratio 1.00. 10 .20 25 25 .30 .30 .40 .40 40
0 25 109 282 32 434 319  226] 174 114 2006/
37 37 37 37 37 37 37 37 37 34
After Tax 0 16 69 178 203 273 201] 142] 109 76 1267
917 764 637 530 442 .368 307|256 213] 178
0 12 44 54 90 101 62 36 23 13 476
t Rate - Americas 0.2
TeleTiger (International)
R 504 1093] 1756 2498 2813 3125 2347] 1319]  1015]  669] 17139
! Ratio 10 20 20 25 25 25 25 40 40| 4
S0 219 351 624 703 781 587 528 406 268 4517
34 34 34 34 34 34 34 34 34 34
After Tax 33 144 232 412 464 516 387| 348| 268 177 2981
917 764 637 530 442 .368 307|  286] 213 178
30 110 148 219 205 190 119 89 57 31 1198
International 0.2
135
136]
37
138
39
40
141
142
143|Worldwide Summary
[144] Revenue 504 1345] 2302 3628 4102 4571 3411] 1884 1449] 956 24151
[145]  Operating i 50 244 460 907 1025 1215 906] 753| s80| 382 6523
[146]  Operating Income after tax 33 160 301 580 667 789 588] 490 377| 252 4249
47| NPV 30 122 191 313 295 291 181] 125 80 45 1674
148
149
150)

SCl-otelo.xis
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Appendix F-1
Page 1

Assembled Work Force Valuation
Based on information provided by SCI, BGAI has computed the cost savings from acquiring and
retaining 22 of the o.tel.o employees who were on board as of the date of acquisition. The other 102

employees either voluntarily or involuntarily transferred as of April 30, 1999 to o.tel.o or were
retained temporarily for transition activities.

The table below summarizes the key factors for valuing the Assembled Work Force:

it Rcci'uiting :

i Numberof : Average : Learning : Cost(% of : % Usage
G g i Retained “Annual Period : Annual of
‘Employee Category - i Employees : Salary (months) Salary) Recruiting
Executives/Managers 3 79,240 6 25 90
Sales/Marketing 2 96,611 5 25 920
Senior Technical 8 58,436 4 25 80
Other Technical 6 54,107 3 25 70
Customer Service/Support 3 48,532 4 25 70

Administrative 0
Total 22

The number of employees were those actually retained on the ISG payroll just after the acquisition
date, grouped into logical categories.

The average annual salaries exclude benefits, which will be calculated as an additional 22% of salary.
Learning time is based on ISG experience in training comparable new hires.

Recruiting cost (from third-party recruiters) is based on a percentage of salary; the calculations are
adjusted to take into consideration that some employees are directly hired, not obtained through
outside recruiting firms. The expected percentage of personnel recruited through third parties is
shown in the fifth column.

Training cost must also take into consideration the lost productivity from the employees who are
needed to provide on-the-job training or formal classes for new employees. This is assumed to be
15% of an equivalent employee's time during the learning period.

Relocation expenses, in ISG European experience, have been needed in 50% of the cases for
managerial, sales and technical employees. Where required, the amount paid averages $15,000 per
technical and sales/marketing person and $30,000 for executive/managerial personnel. Customer
service and administrative personnel are usually hired locally.

3751ARPT
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Page 2

To determine the cost savings, BGAI followed these steps (all results are shown in the table below):

1. For each employee category, the productivity loss in training a new employee is calculated
as the average monthly salary (plus benefits) times the number of employees in that category
times 50% of the learning period (assuming a linear increase in productivity from start date
through the end of the learning period).

2. For each employee category, the recruiting cost is calculated by multiplying the number of
employees by the average recruiting cost percentage times the average annual salary by the
percent of cases requiring use of recruiters.

3. For each employee category, the cost of having someone actually provide on-the-job training
is determined by multiplying the number of employees in that category by the trainer cost,
taken at equivalent salary plus benefits.

4. For each employee category, the relocation cost is determined by multiplying the number of
employees in that category by the relocation cost times the percentage requiring relocation.

The following table summarizes the results from these key cost savings elements:

Productivity i Recruiting : Trainer : Relocation

Loss Cost Costs Costs Total
Employee Category (S000) (S000) (S000) (8000) (S000)
Executives/Managers 73 53 22 45 193
Sales/Marketing 49 43 15 15 122
Senior Technical 95 93 29 60 277
Other Technical 50 57 15 45 167
Customer Service/Support 30 25 9 0 64
Administrative 0
Total 297 271 90 165 823

The total is $823,000 for the costs avoided by ISG by acquiring a portion of the assembled work
force from o.tel.o. This figure must be adjusted to recognize that these savings are before taxes.
Using the International tax rate of 34%, the value would be reduced to $543,000.

While there is normally a fairly high employee turnover in the computer software and services
industry, ISG has had good experience in retaining its employees, particularly the more senior and
more highly skilled individuals. Therefore, we would recommend amortizing the assembled work
force value over a seven-year period, at the end of which time there would be less than 20% of the
acquired employees still on the ISG payroll.
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o.tel.o Customer Base and

Crossover ISG Product Purchases Valuation

Based on historic customer base information provided by o.tel.o and strategic plans provided by ISG,
BGAI has determined the net present value of the projected additional operating income which ISG
can realistically expect to obtain from o.tel.o's existing customers because of their purchase of other
ISG products (other products in the Gentran family).

ISG has just two Gentran products which would be of direct interest and value to the o.tel.o
customers as of the date of acquisition: Gentran:Director for DOS customers and Gentran:Server for
UNIX customers.

All of the acquired o.tel.o customers are potential buyers of these Gentran products. The table
below shows the number of o.tel.o customers as of the date of acquisition subdivided between DOS
and UNIX accounts and between active and inactive, and the expected percentage of these customers
who would convert the Gentran products:

Crossover Buyer Analysis

DOS UNIX Total | Total : Total

Active Inactive : Active Inactive i DOS : UNIX : All
# of o.tel.o Customers
as of Acquisition Date 240 337 33 140 577 173 750
% who will buy :
Gentran:Director/Server 50 10 75 15 - -- -

i # who will buy

Gentran:Director/Server 120 34 25 21 154 46 200
Conversion Period 3 years : 2 years : 3 years : 2 years - - --

The o.tel.o customer base includes all International customers; there has been no adjustment
downward since there is no overlap with ISG customers.

Most of o.tel.o Tiger customers are back level DOS users and will need to migrate to these Gentran
products relatively rapidly. The UNIX customers will also migrate relatively quickly. The inactive
(not on maintenance) customers are less likely to migrate than the active customers; those who do
will convert over a shorter time.

3751ARPT
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The incremental o.tel.o customer figures have been used to determine the revenues calculated in
Appendix G for Gentran. The other assumptions for Gentran are summarized below:

Gentran
Product Assumptions Director Server
Price/Unit ($000) q 30
Add-on/Upgrade (%) 10 15
Maintenance Retention Rate .90-.70 .95— .80
Maintenance Rate .20 .20
Services for New Sale ($000) 2 15

All new customers will take maintenance for the first year. The operating income margins will stay
at 25% over the seven-year valuation period.

The following assumptions were used in determining the net present value of the operating income:

» International tax rate — 34%
» Discount rate (after tax) — 15%

Appendix G, Tables 11, 21, 31 and 41, show these calculations for Gentran:Director and
Gentran:Server.

The total values for Gentran are shown below:

($000) Net Present Value
Gentran:Director 297
Gentran:Server : B3 iy
Total 810

ISG should be able to receive sufficient revenue and operating income from the crossover sales
projected for the current o.tel.o customer base to justify a $810,000 valuation to be amortized over
seven years.

3751ARPT
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Going C I Goodwill Valuati

The remainder of the acquired intangible assets from o.tel.o consists of items which are difficult to
individually assess. These include name relationship, operational offices, partnership and channel
relationships, going concern practices and procedures, etc.

The remaining unallocated acquisition cost is $184,000 which is determined by deducting the retained
work force and customer base relations from the total value of other intangibles of $1,537,000.

These are considered medium life assets because of the volatility of the EDI business, so using a
seven-year projected life is a reasonable basis for amortization.

3751ARPT
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Analysis of Acquisition Costs
Acquisition Costs (3000)
Purchase Price $2,926
Restructuring, Transition and Other Acquisition Costs
(preliminary) 200
Total Acquisition Costs $3,126
Tangible Assets/Liabilities
Assets Less Liabilities Adjusted for Book Value Changes (8522)
Net Intangibles $3,648
Intangibles
Value of Products $437
Value of Technologies 1.674
Value of Intangibles less Products and Technologies $1,537
Other Intangibles |
|
Value of Retained Personnel $543
Value of Customer Base 810
Remainder of Intangibles H $184
Goodwill/Going Concern Value $184
Non-Allocated Acquisition Costs -0-

3751ARPT



A | [ (T ) T [ Sl e S O <) ey 00 [
baks Revenue Worksheet for GENTRAN (International) 1"
2
3 | ($000) FlscalYurl 1999 1 2000 l 2001 I 2002 l 2003 I 2004 I 2005 | Total
4
5 |New Licenses
Unit License Fee - Director T 7] 7] 71 7] 7] 7] 7]
Unit License Fee - Server | 30| | 30| 30| 30| 30| 30|
8
9]
10 |Upgrades/Add-ons <ratio to maint base>
11| Director I .50] 50] 25] .25] .00] 00] .00
12 Server | 75| 75| .50| .50] .25| 25| .00|
13
[14]
15 |Services <ratio to new licenses>
16| Director I 28] 28] 28] 28] 28] 28] 28]
Server [ 50| 50/ 50/ 50/ 50| 50| 50
18
75|
20 |Maintenance Calculation: Director
21 Previous Year Maintenance 0 80 159 206 173 138 111
2 Retention Rate .80 .90 .90 .80 .80 .80 .70
23 Remaining Maintenance 0 72 143 165 138 111 78! 706
24 New Licenses and New Upgrades 399 435 316 41 0 0 0
25 Maintenance/License Price Ratio .20 .20 .20 .20 20 .20 .20
26 Initial Maintenance Rate 1.0 1.0 1.0 1.0 1.0 1.0 1.0
27| New License/Upgrade Maintenance 80 87 63 8 0 0 0 238
28 |Total Mainte Director - Revenue 80 159 206 173 138 111 78 845
29
30 | Maintenance Calculation: Server
31 Previous Year Maintenance 0 108 238 297 294 278 262
32 Retention Rate .95 .95 .95 .90 .90 .90 .80
33 Remaining Maintenance 0 103 226 267 264 250 210 1320
34 New Licenses and New Upgrades 540 677 353 134 66 62 0
35 Maintenance/License Price Ratio .20 .20 20 .20 .20 20 .20
36 Initial Maintenance Rate 1.0 1.0 1.0 1.0 1.0 1.0 1.0
37 New License/Upgrade Maintenance 108 135 71 27 13 12 0 366|
38 | Total Mainte Server - Revenue 108 238 297 294 278 262 210 1686/
39
[40]
41
42
43
44
45
46
47
48
49
50
SCl-otelo.xis Page 1 1026/99 2:27 PM




A Y| | Cc | (T o S| = | B Qe |URHEN]
 51) Revenue Projections for GENTRAN (International) 21
52
53 |($000) Fiscal Year | 1999 l 2000 I 2001 l zoozl 2003 I 2004 ]zoosl Total
54
55 |New Product LI
56 |Director
57 # of New Cu 57 57 40 0 0 0 0 154
58 Revenue - Li 399 399 280 0 0 0 0 1078/
59 Cumulative Revenue - Licenses 399 798 1078 1078 1078 1078 1078
60 |Server
81 # of New Ct 18 20 8 0 0 0 0 46
62 Revenue - Licenses 540 600 240 0 0 0 0 1380
63 Cumulative Revenue - Licenses 540 1140 1380 1380 1380 1380/ 1380
64
65
66
67
68 |Total - New License Revenue 939 999 520 0 0 0 0 2458
69
[70] Upgrades/Add-ons - Revenue
71 Director 0 36 36 41 0 0 0 113
72 Server 0 77 113 134 66 62 0 452
73
74 |Total Upgrade Revenue 0 113 149 175 66 62! 0 565
75 |Cumulative Total-Upgrade Re 0 113 262 436 502 565 565
76
[77 |Services - Revenue
78 Director 112 112 78 0 0 0 0 302
79 Server 270 300 120 0 0 0 0 690
80
81 |Total Services Revenue 382 412 198 0 0 0 0 992
82 |Cumulative Total-Services Revenues 382 793 992 992 992 992 992
83
84
E3
86 |Mainte
87 Director 80 159 206 173 138 111 78 945
88 Server 108 238 297 294 278 262 210 1686/
89
90 | Total Mainte 188 397 503 467 418 373 287 2631
91
52 | Total Revenues
53| Director 591] 705] 600]  214] 138] 1] 78] 2437
34| Server 918] 1215] __ 770] __ 427| 344 325  210] 4208
95
96|
97 |Grand Total Revenue 1509 1920 1370 642 482 436 287 6645
98
99
100|
SCl-otelo.xis Page 2 10726/99 2:27 PM



| T - T I S 7 R V] ) [
L Costs for GENTRAN (International) 31
102)
1d(8000) Fiscal Year | 1999 I 2000 ] 2001 I 2002 l 2003 | 2004 | ZOOII Total
1
1
1 Revenues 1509 1920 1370 642 482 436 287 6645
1
1 Cost of revenues rate .15 15 15 15 A5 15 15
1 cost 226 288 205 96 72 65 43 997!
1 i rate .30 .30 .30 .30 .30 .30 .30
111 cost 453 576 411 192 145 131 86 1994
rate .15 15 15 15 15 15 15
cost 226 288 205 96 72 65 43 997
rate .15 A5 A5 15 A5 A5 15 ]
cost 226 288 205 96 72 65 43 997
1131 1440 1027 481] 362 327 216 4984/
75 .75 .75 75 .75 .75 .75 .75
1
1
141
_4
144
145
1
14
148
1
150]
SCl-otelo.xis Page 3 10/26/99 2:27 PM




A

| N o) RG]

G

|

H

|

Net Present Value -- GENTRAN (International)

41

Fluuvm|1m]zoooIzomlzoozlzooalzoulzoosl‘rou

1509|  1920| 1370]  e42] 482 43| 287]  eess

Operating Income Ratio 25 25 25 25 25 25 28
a7 480 342|160 121 109] 72| 1681

34 34 34 34 34 34 34
After Tax 249 317 28] 108 80 72| 47| 1007

935 813  707|  615|  534|  465] 404
233 28] 160 65 43 | 19 810

15
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10/22/99 16:04 FAX 614 799 6310 STERLING COMM FINANCE @oo1 y

() g‘l’lll.ll“:
OMMERC FAX

To: Brort Brad From: ﬁ{m}cw
Company: : Phone: (o4 - FGS- T }"l
Phone: D03~ 292~ 3319 : Fax blY-F49- 310

P 203-22%-932¢  Dee 102244
Number of pages: 3 C}nwm:rﬁ) . Time: 5:07%F P
Comments: CKUU

This fax is inlanded only for the use of the This fax which we 10 3end (o the

only, hnm’mnwhmmda:u;wnwmmmmmuu
Inadveriently and In emror. Any review, ©r copying of this fax is s¥iCly prondied. If you have received
this fax In efror, please nolly us by and retum e originel fax 10 uS 3t the addreas below via the United
States Postal Service. We will any out-of-pock you incur in nolifying us 3nd in retuming the fax 10 us. Thank you
in advance for your cooperation.

Sterfing Commerce, 4800 Lakehurst Court, P.O. Box 8000. Dublin, OH 43016-2000  614-793-7000 Fax 614-793-4040

SRR e T




COMMERCE
O.tel.o Software ISG
{$000) Model Assumptions Actual Results
Purchase Price: 2,000 2,926
Fees, Expenses, 100 200
Restructuring
Total Purchase Price 2,100 3,126
Existing Net Equity 0 (522)
Purchased Software / 1,050 1,220
Write-off
Transactions Type: Asset Purchase Asset Purchase
Useful Lives of Assets Lives $ Lives $ 1Q 99
Model Model Actual Actual ance
Write up of Software 5 525 5 730 0
Non-Competes N/A 0 ! N/A 0 0
New Goodwill 7 525 1 7 1,698 1,581
2 Company Confidential

L —— — ————— — — —
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10/22/99 16:05 FAX 614 799 6310

Q.TELLO ([CVG's Portion)

FX Rabes

USD to KLG 18850
USO to DEM 18543
DEM o NLG 1z
Cash payments made
Cash © Owio

Trovel and other Grect costs paid In US
Travel an0 oiner dract COSIS PR In Europe

Cash payment (o b8 MBI

Tolal Purchase Price

Balance ahect or INCOME SEtement

Entry 110 record purchase of fixed ssstes bt Germeny sod deprociation (DEM)

. 1.087.96391
Accrued Baveses (19.246.50)
VAT rcenie sozree
booldassrs (1.207,080.04)
%L

Gey2te (o

This entry Wi Do recorded [n the NLG ledger in DEM

Goodwill

STERLING COMM FINANCE

many on entry 1 (DEM)

NLG ammvx =

5201080

622.126.43

%

Googwt

Lec

16285
X A

_%_

o
msu-ﬂ_m*m-m’-whﬁhm
This entry wifl be recoraed in the NLG lodger ia USD

NLG e >

7807048

Eory 3 to write off 3 manthe of goodwlll using & 7 year Be

(158.522.79)

" Total Gooawl In NLG
First casn payment ey iep s
Othor cap sirvady reconsed in NLG ompasged
HokDacK not booksd 5 Seed 85903 2149
Other axp erusdy recoroed &t CVG In USO .58
Approsenss Toiat Goodwt In NLG e
Acoumiisind AmMOnTIon
Reconcaieeon in LG
Furchase prce fom edove STASNG
Aot reconded in NLG @ineady U0
Amour 1 be recondad AS Fxed assels In NLG (1.361.250.57)
D ack 1 b Pacorded as more GW 822,126 45)

Amount 1o be recotded 85 GW from CVG ﬂ
Net

Topside Joumns! Entry in USD
Gownp P ans
OCA VatRecaivabie 102328

YiEmms .am2

%hm

o

145,001 68

e

Bl

Towyso __TIESTS,

@oo03






77"/‘_# wt’
PP b

roblallr /589 s2:0 (370 E Ppa VY36 3E7

Sy~

Dweik Ay 59/ To5 lboo | 2¢ 3P Ly |[7& | 2437

VA2Y 2238 258 |/bo e5. Y ver Y )
Dy weches g s | o] spl dp & || 2T
WAV

CZ‘{}7/40)/1°) xX&o = 297






cel el
C—-—ﬁ"""‘aﬁ(a . luw“fx
'_______.. T
ok Achve| s Eactune D’J Owix Achas” ( Ll X Rt fug
® L /7
e ﬁ{w 2B 240 ;‘-.-r;7 L«Q{’ ?-zé-z = £:é
£ NS
e /0 zs 15~ (
A"L{ \ ;07% az 92 -WZ&
C;‘:::’: ;‘1.—5 \ Yy Zyuvr 2
) 31— £
*“QLJ L;_OM . w r % : ¥ =i Z( /‘%‘
Ml/ 2.1 4
: Z .4 i 4
5.:2»“ o );o =T It;/ g_. o :p‘;— ;‘- /&
1 *Cgasv % |52 |7 | e |2F | 7 |F° % 2:;
;'7
= o B49 S — 9
i B |Ele |5 | b | 2 |\
=0
Louc g 7e .4 g
zﬁ"’ 7.u4 %5 M o= % & s’ = %
sy | 1#Y =
1 >0 % ( l 4é
)




/o/,../?’

Dos = gy So. Sk | zys
QMR — %‘: ?OZ Zgz oy
o | #
e K C“'oluq.__' A.‘rw“’ Yok wr£S ?“’Z""""

VM S W tn Z P3SN  BR

W ’ ’M—— LoWeand]  Zid oot /’,‘,.‘cx UM;

% ) pos 5ol (07 7 K /02 >

i3 g AW = v /K 75—7_’ /_(7_ 20K e s
sfp Fpaelq s

“n







. T
@ AR o
C % » O )7:’ Vr‘;cluy t'j Al o ﬂ%; T:«,\.
Somces p
Yo 3 yop a} o (Q&MLMJ),
Vdusle B IR def =
March na~ce | M\-

&Cs],uv;—t Mol rmdidda o (;,,VU—.\ Jer) 115

)/,71-3; 5 ;u—(?ml;-_ oY posn e /;/ )///L n,;“\
Cokd doe o fo b Hjw paih 2

28

v JlissING

¢ N (/v‘i ac C‘M:-—.vt—' ol i i~ ~d -

CLv~7 o{ jn,.‘ m(ﬁ'._s ()Q,(PJ_L j),,._);d/»;‘;) E )1 v

L : ~ 2
k._‘_)_ ;- (p,,L) ViAo TV o Na e ule- t’—gt’ ¢7‘\~) .

Coe |l Mp—eom okl N




Roger Acquisition Analysis Memorandum

EXECUTIVE OVERVIEW

Thi§ docum_cm is intended to recommend that Sterling Commerce acquire the EDI/EC
business unit from Roger and integrate that business unit into the European operations of
the Interchange Software Group.

Roger is a large German corporation with offices throughout Germany. Thcy want to
divest their business unit that markets, sells and supports DOS and UNIX EDI software to
focus on their core voice/data business. They had previously decided to resell the
GENTRAN product line into their customer hase, but now wish lo narrow their focus.

Roger has a soflware installed base of approximatcly 750 customers, of whom only 300
are currently on maintenance. The 450 other customers are still in active contact,
regularly paying Roger's consulting services to provide mapping, integration, and related
services. The low maintenance percentage reflects Roger’s lack of strategic attention to
the user base, which was obtained through at least one prior acquisition. Approximately
20% of the customers are UNIX, the rest are DOS based. The customers are in Germany,
but some may have installed sites in their offices in Austria and Switzerland. Roger
maintains the older software itself but outsources new development to a third party
software house.

Roger’s criteria for selling the business unit include:

¢ Correet financial value for the assct;

* Exccllent treatment of Roger’s customer base, including suppor, transition,
and upgrade path;

* Positive PR to Roger's customers, shareholder community, and the
marketplace that speaks of this as a “long term partnership”.

* A speedy selling process to be completed in December so as to minimize
employee loss and negative marketplace PR.

Roger considers Sterling Commerce capable of meeting all of the criteria. Roger’s other
option is to transfer the business unit internally, but they have stated that SCI is their
favored option.

Ata mecting between ISG and Roger management Nov 26-27, 1997, a Memorandum of
Understanding was signed, which is attachcd here as Appendix A. A mutual NDA is also
in place. Subsequent meetings werc held December 9-12 to obtain information in a “pre
due-diligence”. Pat Davis, Gail Froelicher, and Esther McDowell attended all of the
sessions.

Roger expects gross revenues for the business unit for 1997 of approximately $2.55
million. Of that, approximately $500,000 is software maintenance while the remaining
amount is new sales and consulting revenuc.

Sterling Commerce CONFIDENTIAL Page 3 Dec 14, 1997
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BURTON GRAD ASSOCIATES, INC.

101 PosT ROAD EasT

WESTPORT, CONNECTICUT O8880
(203) 222-8718

(203) 222-8728 Fax
BURTGRAD@AOL.COM

(o

Sterling Commerce, Inc. Invoice #2942
4600 Lakehurst Court
Dublin, OH 43017-0760 July 6, 1999

Attention: John Blaine Project #: 263-7

Copy: Ed Waser

INVOICE

“

Project: Valuation Report on Acquired o.tel.o Intangible Assets

Consulting Services:

February - August 1998

Please Pay This Invoice Within 15 Days of Receipt

CONSULTANTS ON SOFTWARE

Burton Grad 3.5 days @ $2,500/day $8,750.00
Elizabeth Virgo 1.5 days @ $1,500/day 2,250.00
Total Fees $11,000.00

/ Total Invoice $11.000.00
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Subj:  otelo valuation data update
Date: 7/6/99 1:04:34 PM Eastern Daylight Time

From: Cynthia_Picciano@stercomm.com (Cynthia Picciano)
To: BurtGrad@aol.com

CC: Patrick_Davis@stercomm.com (Patrick Davis)

File: Valuation assessment data.xls (28725 bytes)
DL Time (48000 bps): < 1 minute

z- /
Burt, /

| have heard back from my European HR colleague and have updated the
attached spreadsheet with the estimates for recruiting agency fees and cost
of employee benefits.

(See attached file: Valuation assessment data.xls)
If you need anything else, or have any questions, please let me know.

Regards, Cynthia

—— — Heades —8M8M8¥
Return-Path: <Cynthia_Picciano@stercomm.com>
Received: from aol.com (rly-yh01.mail.aol.com [172.18.147.33]) by air-yh05.mail.acl.com (v59.54) with SMTP; Tue, 06 Jul
1999 13:04:34 -0400
Received: from ns1.stercomm.com (ns1.stercomm.com [209.95.244.32)) by rly-yh01.mx.aol.com () with SMTP; Tue, 06 Jul
1999 13:04:25 -0400
Received: from nuntius.stercomm.com (nuntius.stercomm.com [199.3.24.42]) by ns1.stercomm.com with ESMTP id
NAA03420 for <BurtGrad@aol.com>; Tue, 6 Jul 1999 13:04:25 -0400 (EDT)
Received: from smtplink.isg.stercomm.com (smtplink.isg.stercomm.com [199.242.142.11]) by nuntius.stercomm.com with
SMTP id NAA06145 for <BurtGrad@aol.com>; Tue, 6 Jul 1999 13:04:24 -0400 (EDT)
Received: by smtplink.isg.stercomm.com(Lotus SMTP MTA Internal build v4.6.2 (651.2 6-10-1998)) id 852567A6.005D9500 ;
Tue, 6 Jul 1999 13:02:09 -0400
X-Lotus-FromDomain: DUBLINISG
Retumn-Receipt-To: Cynthia_Picciano@stercomm.com
From: "Cynthia Picciano" <Cynthia_Picciano@stercomm.com>
To: BurtGrad@aol.com
cc: "Patrick Davis" <Patrick_Davis@stercomm.com>
Message-ID: <852567A6.005D9412.00@smtplink.isg.stercomm.com>
Date: Tue, 6 Jul 1999 13:02:47 -0400
Subject: otelo valuation data update
Mime-Version: 1.0
Content-type: multipart/mixed;
Boundary="0__=UvAi2ZG9yMDiHIZFNYzwSnDIjMILjpJSEE3EXs|Y TEQkb3Pe4srowneK"
Content-Disposition: inline

Thursday, July 08,1999 America Onfine: Burtgrad



Sheet1

A B C D
Number of Average Average
1 |CATEGORIES otelo Compensation | Compensation
employees (DM) ($)
2 i 3 141500 $79
3 [Sr. Technical _ 8 104350 ___$58.436
4 |Jr. Technical 6 96620 $54,107.20
§_|Sales & Marketing 2 172520
6 |Customer Service/Support 3 86664 $48,531.
7_|Administrative 0 0
8
9 |Typical recruiting agency fee: 25% of total compensation
10
11 | Average cost of employee benefits: 22.0%

07/08/99 10:26:36




07/08/99 10:26:37

Sheet1

E E
Estimated Estimated Learning
1 |recruiting through | Curve to be Fully
3rd party Functional
90.0% 6 months
80.0% 4 months
70.0% 3 months
90.0% Smonths |
70.0% 4 months
0

2|2 ko [ [N oo fon [ feo o




CATEGORIES
Executives/managers

Sr. Technical

Jr. Technical

Sales & Marketing
Customer Service/Support
Administrative

Typical recruiting agency fee:

Average cost of employee benefits:

VALUATION DATA

Number of Average Average
otelo Compensation Compensation

employees (DM) ($)
3 141500 $79,240
8 104350 $58,436
6 96620 $54,107
2 172520 $66,611
3 86664 $48,532
0 0 $0

25% of total compensation

22%

Estimated
recruiting
through 3rd party

Estimated Learning
Curve to be Fully
Functional

6 months
4 months
3 months
5 months
4 months




Subj:  otelo valuation data
Date:  7/1/99 10:59:54 PM Eastem Daylight Time

From: Cynthia_Picciano@stercomm.com (Cynthia Picciano)
To: ButGrad@AOL.COM

CC: Patrick_Davs@stercomm.com (Patrick Davis)

File: Valuation assessment data.xls (27292 bytes)
DL Time (26400 bps): < 1 minute

But,

Attached is the majority of the information you have requested. | will try
to contact a colleague in Germany tomorrow to obtain their input on the
typical recruiting agency fee, and the rough estimate of employee benefits
as a percentage of compensation. | will forward that to you by Tuesday
next week.

(See attached file: Valuation assessment data.xls)

If there is anything missing here, or you have any questions, please let me
know.

Cynthia

Headers

Retum-Path: <Cynthia_Picciano@stercomm.com>
Received. from rly-yh0S.mix.aol.com (fly-yh05.mail.aol.com [172.18.147.37]) by air-yh01.mail.aol.com (V55.54) with SMTP,
Thu, 07 Jul 1888 22:58:54 -0400
Received: from ns1.stercomm.com (ns1.stercomm.com [209.85.244.32)) by rly-yh05.mix.aol.com (v) with SMTP; Thu, 01 Jul
1988 22:59:38 -0400
Received: from nuntius.stercomm.com (nuntius.stercomim.com [189.3.24.42]) by ns1.steicomm.com with ESMTP id
WAA17901 for <BuitGrad@aol.com>, Thu, 1 Jul 1998 22.59.38 -0400 (EDT)
Received: from smitplink.isg.stercomim.com (simiplink.isg.stercomm.com [199.242.142.11}) by nuntius.stercomm.com with
SMTP id WAAQBST7S for <BurtGrad@aol.com>; Thu, 1 Jul 1999 22:59:37 0400 (EDT)
Received: by smiplink.isg.stercomm.com(Lotus SMTP MTA Internal build v4.6.2 (651.2 6-10-1988)) id 852567A2.00104A3C ,;
Thu, 1 Jul 1988 22:57:55 -0400
X-Lotus-FromDomain: DUBLINHSG
Return-Receipt-To: Cynthia_Picciano@stercomm.com
From: "Cynthia Picciano” <Cynthia_Picciano@stercomm.com>
To. BuitGrad@AOL.COM
cc. "Patiick Davs” <Palrick_Davis@stercomm.com>
Message-ID: <852567A2.00104918.00@smtplink.isg.stercomm.com>
Date: Thu, 1 Jul 1988 22:57:52 -0400
Subject: otelo valuation data
Mime-Version: 1.0
Content-type: multipart/mixed,

Boundary="0__=01PONCASuUYEGccphY UHALRKIptRJo TQDm3GHOmo7izjUTi Ty 69y 0ij 3"
Content-Disposition: inline

Friday, July 02, 1980  America Online: Guest Page: 1




CATEGORIES
Executives/managers

Sr. Technical

Jr. Technical

Sales & Marketing
Customer Service/Support
Administrative

Number of
otelo
employees

CWN®OW

Average
Compensation
(Dm)

141500

104350

96620

172520

86664

0

VALUATION DATA

Average
Compensation
($)

$79,240
$58,436
$54,107
$96,611
$48,532

$0

Estimated
recruiting
through 3rd party
90%

80%

70%

90%

70%

0

Estimated Learning
Curve to be Fully
Functional
6 months
4 months
3 months
5 months
4 months
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Subj.  o.tel,0 information

Date: 6/28/99 7:14:38 PM Eastem Daylight Time

From: Patrick_Davis@stercomm com (Patrick Davis)

Tu. Cynthia_Picciano@stercomm.com (Cynthia Picciano), burtgmd@aol.co?' «-773%- 7/ 7%

Cynthia— M

Burt Grad, a consultant working on the valuation report for the o.tel.o
acquisition, will be giving you a cali for some information about the 24
employees who came as part of the acquisition, namely their function (e.g
deweloper, support, consultant etc.) and compensation info.

Pat

Headers
Retum-Path: <Patrick_Davus@stercomm com>
Received: from y-yg02 mx.aol.com (rly-yg02 mail.aol.com [172.18.147.2)) by air-yg02 mail.aol.com (v59.51) with SMTP;
Mon, 28 Jun 1999 19.14:38 0400
Received: from ns1 stercomm.com (ns1 stercomm.com [208.85.244.32)) by ry-yg02.mx. aol.com () with SMTP; Mon, 28
Jun 1999 19:14:37 -0400
Received: from nuntius.stercomm.com (nuntius stercomm.com [199.3.24.42]) by ns1.stercomm.com with ESMTP 1d
TAA19252 for <burtgrad@aol.com>; Mon, 28 Jun 1999 19:14.33 -0400 (EDT)
Received: from smiplink.isg.stercomm com (smitplink.isg.stercomm.com [199.242.142 11]) by nuntius.stercomm com with
SMTP id TAA02048 for <burtgrad@aol.com>; Mon, 28 Jun 1999 19:14 35 -0400 (EDT)
Recoeived: by smtplink isg stercomm.com(Lotus SMTP MTA Intemnal build v 6.2 (651.2 6-10-1998)) id 8525679E . 007F8304
Mon, 28 Jun 1999 19:12:46 -0400
XLotus-FromDomain: DUBLIN-ISG
From: "Patrick Daus” <Patrick_Davis@stercomm.com>
To: "Cynthie Picciano” <Cynthia_Picciano@stercomm.com>, burtgrad@ao! com
Message-D: <8525679E.007F8244 00@smtplink.isg.stercomm.com>
Date: Mon, 28 Jun 1999 19:19:08 -0400
Subject. o.tel.o information
Mime-Version. 1.0
Content-type: text/plain; charset=us-ascii
Content-Disposition: inline

‘_____________——-—"——__\

— ot o.
— SC Gweup

Tuesday, June 20, 100 Amacica Online: Burtpnnd Page 1







Date:

To:

From:

BURTON GRAD ASSOCIATES, INC.

235 MARTLING AVENUE
TARRYTOWN, NEW YORK | 059 |
©14)6831-1129 Fax: (914) 831-1 184
CC:MAIL BURTON GRAD(@CORPORATE

March 9, 1998

Randy Harvey

Burton Grad ‘-"j\.

Subject:aluation

Please obtain the answers to the following questions:

As of 12/31/97, how many Tiger customers were on active maintenance?
DOS =~ ¢23
UNIX = 9/
What Was the Annual Maintenance Revenue in 1997 from the Active Tiger Customers?

DOS X

UNIX
What price i;being/ charged for annual mainteyna?n/ce in 1998?
DOS gesian Steecoc £ _.{
UNIX #2300 /¢~ 2ay0 )7 / "“
. How many new Tiger Licenses were signed in 19977
DOS’ = o
UNIX = 2% ) L5
What revenue did o.tel.o receive from new Tiger licenses in 1997?
DOS
<
UNIX sxe

What price is being charged for new licenses for Tiger in 1998?

DOS — oKk

UNIX — 3or<
What was the revenue from consulting and services performed for Tiger customers
related to installation or use of Tiger during 1997?

DOS > #
P/
UNIX G2
What is the typical value of services associated with a new license for Tiger?
DOS > e [ da
UNIX 3-3o0 da—y {8 Y/ ad %

How many of the Tiger maintenance customers in 1996 dropped maintenance during
19977 ?

.

3759
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Peter looked at the latest piece of work, the “Design Tool/Productivi

written in Visual Basic, the server part in C. This has been e 5 erb
documentation (in German). There is reference to a third-party client wx

Appendix | provides detailed answers to the questions in the due dilig

7.

7.1

73

74

Review of TeleTiger Development

As it did not prove possible to conduct a detailed code review of TeleTiger, the bulk of the
second day was spent examining the history and status of its development, in considerable detail.

2 o.tel.o had identified a market need for a product of this type. The SAP installed base was

growing rapidly, and o.tel.o had some experience with an old product (ELFE) which needed
replacement. They decided they needed a development partner, with SAP experience.

HCP (Heck & Partner Consulting) were selected against another o.tel.o internal department,
They are a medium sized German software house of some 70 people. They have another 10 to
20 in their US office in Foster City, California. They are independently owned, and have been
established about 20 years; their core business is installing SAP R3 in customer sites. They are
accredited by SAP, and seem to have a good reputation in the German market. Their main office
is in Weinheim (near Mannheim, near Heidelberg) about 400km south of Dusseldorf, but they
have local offices elsewhere in Germany. O.tel.o had not previously used HPC. HPC signed a
non-disclosure agreement, and must return all materials to o.tel.o.

The basis for the development was a 58 page Requirements and Planning document, prepared by
o.tel.o., setting out:

architecture

master and transaction data

rules

modules

interfaces, both to SAP modules and to the EDI environment
database design

first test plan

volumes

e base platform

* invoice checking and splitting rules
e status reporting

A fixed price contract was agreed, with milestone payments. (The third of these has just been
paid.)




7.5

7.6

7.7

7.8

79

7.10

7.11

Development took place at HCP premises, starting about a year ago. The team consisted of four
staff full-time, another four part-time, and a project manager. An o.tel.o development/QA expert,
Friedhelm Bar, spent the bulk of his time for three months located with the development team,
dealing with day-to-day communications and queries. All significant queries and answers were
documented.

The development has been unsatisfactory in many regards, i.e., number of errors and consequent
delays. Relations with HCP are sensitive, but still business like. O.tel.o has resisted the
temptation to add or change the original specifications, in order to maintain stability during a
difficult time, and to protect the fixed price.

There was a first preliminary delivery in April/May 1997, which o.tel.o used to start their QA
testing. A second, complete delivery followed in August, 1997, which went into full QA
testing.

There were about 20 test specifications, covering invoices, reports, idoc interfaces, etc. Each of
these had a series of tests, about 100 in all, each with a one page test protocol giving the
expected results. All of this was part of the original documentation passed on to HCP.

After extensive testing (of the August delivery), o.tel.o engaged an external independent
consultant, Juergen Liersch, to review and report jointly to both parties. He is an expert in both
SAP and EDI. O.tel.o describes him as excellent, and very hard-working. They would like to
use him again, hopefully locking him into a long-term engagement. His report, dated October,
lists:

* 7 absolutely critical (logic) errors

e 73 “look and feel” errors

e 19 functionality errors

These 99 errors are also itemized in a line-by-line listing, and each is documented by a two or
three page note with screen shots, expected results, actual results, and commentary on the
differences.

At the end of December 1997, 50 of these were still open. A new version has just been
delivered, in which HCP claims to have fixed all but 3 or 4 errors. (This does not include many
of the “look and feel” items which have been relegated to a future release.) O.tel.o is now
starting an intensive two-week retesting program. They seem fairly confident that good
progress is being made.

In parallel with the development and testing, the launch customer, BMW, is being set up. HCP
also has some responsibilities here as a sub-contractor to o.tel.o. Indeed, any such BMW tasks
at HPC are taking priority over development. Implementation has already slipped from
November to February, but the customer seems understanding about this.
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Roger Acquisition Analysis Memorandum
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Roger Acquisition Analysis Memorandum

EXECUTIVE OVERVIEW

Thi_s document is intended to recommend that Sterling Commerce acquire the EDI/EC
business unit from Roger and integrate that business unit into the European operations of
the Interchange Software Group,

Roger is a large German corporation with offices throughout Germany. They want to
divest their business unit that markets, sells and supports DOS and UNIX EDI software to
focus on their core voice/data business. They had previously decided to resell the
GENTRAN product line into their customer base, but now wish o narrow their focus.

Roger has a software installed base of approximatcly 750 customers, of whom only 300
are currently on maintenance. The 450 other customers are still in active contact,
regularly paying Roger's consulling services to provide mapping, integration, and related
services. The low maintenance percentage reflects Roger’s lack of strategic attention to
the user base, which was obtained through at least one prior acquisition. Approximately
20% of the customers are UNIX, the rest are DOS based. The customers are in Germany,
but some may have installed sites in their offices in Austria and Switzerland. Roger
maintains the older software itsclf but outsources new development to @ third party
software house.

Roger’s criteria for selling the business unit include:

e Correet financial value for the assct;

e Excellent treatment of Roger’s customer base, including support, transition,
and upgrade path;

e Positive PR to Roger's customers, shareholder community, and the
marketplace that speaks of this as a “long term partnership”.

® A speedy selling process to be completed in December so as to minimize
employee loss and negative marketplace PR.

Roger considers Sterling Commerce capable of meeting all of the criteria. Roger’s other
option is to transfer the business unit internally, but they have stated that SCI is their
favored option.

At a mecting between ISG and Roger management Nov 26-27, 1997, a Memorandum of
Understanding was signed, which is attachcd here as Appendix A. A mutual NDA is also
inplace. Subsequent meetings were held December 9-12 to obtain information in a “pre
due-diligence”. Pat Davis, Gail Froelicher, and Esther McDowell attended all of the
sessions.

Roger expects gross revenues for the business unit for 1997 of approximately $2.55
million. Of that, approximately $500,000 is software maintenance whilc the remaining
amount is new sales and consulting revenue.

Sterling Commerce CONFIDENTIAL  Page 3 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

There arc approximately 31 full time employees in the business unit as follows:

18 Implementation services, consulting, product specifications
5 Customer Support (level 1, 2)

4 Software integration, QA, and communications specialists

3 Sales technical support

1 Sales rep

Acquisition of Roger will benefit Sterling Commerce in scveral ways:
® Adds German market share to the ISG European customer base.

* Provides a customer base that is already primed to sell ISG upgrade UNIX and NT
products into.

* Adds employees, especially implementation consultants, to a geographical arca where
ISG has openings and needs.

® Sends a continued message to the markel that Sterling Commerce inlends to be
aggressive in the global electronic commerce business.

The opportunity for ISG is cxccllent. We are negotiating the deal with one of Roger's

managing directors who is eager to see the successful conclusion.

Next Steps:

» Brad and Wamer will determine final valuation parameters.
The first drafl of the letter of intent will be finalized with assistance from Baker &
McKenzie(Frankfort).

o Brad will speak with Roger on Monday Dec 15 1o set the stage for the meetings.

* Pat Davis and the Baker&McKenzie rep will meet with Roger Dec 17-19 with the
goal of a signed Agreement by Dec 19.

§Ecrling Commerce CONFIDENTIAL  Page 4 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

COMPANY DESCRIPTION AND ORGANIZATION

Roger offers a desktop or UNIX solution to their customers gelling started in the EDI
world, including:
® EDI translation software
training
support
consulting and implementation services
3" party communications software

Roger maintains the existing product themselves, and has a 3 party software house writc
new product, using its own personnel for design, testing, and implementation of that
soflware.

The DOS product is due to be replaced by GENTRAN, and is in sunset mode. The UNIX
product is in maintenance mode, and an evaluation will have to be done to determine a
replacement strategy. Both products seem of good quality.

Roger has been developing a new product that links closely to SAP to provide telco
billing handling for telco customers. The product includes a new SAP IDOC and links to
GENTRAN. The product is due to go into a second level of beta testing in January. This
product represents a possible “hidden gem” for us to extend and potentially roll out
worldwide.

Customer Support Services include software updatcs and helpdesk phone access. Roger
offers premium support scrvices from a menu of options, generating significant revenue
from those offerings.

Consulting Services include mapping assistance, onsite integration and implementation
assistance, and electronic commerce consulting.

Roger sells it's software products through direct sales. SCI has the pricelists for software
and support and services.
Roger has activc alliances with SAP and Isocor.

Roger uses a 3" party software house to write new EDI software. The company is named
“HPC" and is located in Mannheim, Germany.

Sterling Commerce CONFIDENTIAL ~ Page 5 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

The acting manager of the unit will be a key employee for SCI There are 4-5 other
supcervisor level personnel that we could classify as key. Gail will he determining the
final lists early in the due diligence phase.

Roger's employees fall into these calegories:

Category Total | 0-2 Years |2-S Years | 5+ Years
Consultants:

EDI
Communications
SAP
Development
Pre-Sales
Customer S rt
Sales

Total

(=]

e el e R B B
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The development personnel have experience in system integration with SAP, X.400
communications, European communications and EDI standards, and UNIX and DOS.
Several of the above personnel have recently been to Microsoft NT training as well as
SCI product training as part of the SCI reseller rollout.

The experience and knowledge of the employees will be of great help to our European
operations in every job category.

From what we have experienced so [ar, the people appear to us to be of good quality and
we believe will be a good fit within our culture and organization. Certainly Roger’s upper
management is of good quality,

Sterling Commerce CONFIDENTIAL Page 6 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

MARKET TRENDS AND CUSTOMERS

Ket:
Roger's market share is not yet calculated. The competitors are Actis and Seeburgcr.

Roger's customer base of 750 breaks down as follows:

Unix on Unix noton | DOS on DOS not on
Maintcnance | Maintenance | Maintenance | Maintenance
33 140 240 337

There are another 550 * inactive installations” that may be multiple sites within the same
customer base, or historical sales where the customer is no longer actively using the
product. The contact information for all those sites will come as part of the deal, so they
represent additional opportunity for SCI.

Roger reports that their customer base is largely happy and they are not expericncing any
major support issues with any of the products.

Sterling Commerce CONFIDENTIAL ~ Page 7 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

BUSINESS STRATEGY AND INTEGRATION PLAN

The recommendation to acquire Roger is based on four fundamental factors:

The additional 750 Roger customers can be added to ISG’s current German user base,
be supported profitably, and can upgrade to GENTRAN software as soon as possible.
Our German market share is increased (cxact percentages to come).

ISG gains valuable German-based employccs, cspecially in the consulting and
implementation services areas.

The customer base will exhibit demand for larger products, including our NT server
product, which ISG is poised to fulfill from day one.

Intcgration Plan

Preliminary plans would create a Dusseldorf based support/transition group consisting of
current Roger personnel. Reporting structure, integration into 1SG German management,
and longer term plans will be developed by Gail Froelicher.

We will have an ongoing partnership with Roger covering scveral areas:

Roger will retain certain customers to act as general contractor and billing agent, so
we will set up the procedures to assure that works well for both sides, allowing free
access 10 those customers for ISG’s continuing sales efforts.

ISG sales reps will receive referrals from Roger’s core business sales reps.

ISG sales reps can refer leads to Roger's core business sales reps.

Roger represents a major telco with European expansion plans, so strategic
discussions between our two companics regarding communications standards,
Internet plans, etc. will be of great ongoing benefit.

Sterling Commerce CONFIDENTIAL  Page 8 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

KEY ISSUES AND OPEN ITEMS

1.) We mutually agree on the valuation and the terms of the Agreement.

2.) We mutually agree on the procedures for the customers that Roger desires to kecp
direct contact with, including billing procedures and billing fees, and sales
opportunity access by SCIL.

3.) We implement quickly to retain all desired employees.

Sterling Commerce CONFIDENTIAL Page 9 Dec 14, 1997
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3139307840

PURCHASE STRUCTURE AND VALUATION

The acquisition would be an assct purchase, for cash.

Roger’s 1997 income is as follows:

Catcgory DM (actual for 11 months, | US$ (actual for 11 months,
estimates for | month) estimates for 1 month)

Software Sales 1,039,310 $ 588,386

Consulting 2,158,360 $1,222.279

Maintenance 868,510 $ 491,837

Hardware 485,360 $ 274,859

Other 144,920 S 82,068

TOTAL 4,696,460 $2,659,429

An overview of the valuation matrix is:

Category 1997 Revenue | Low Factor | Middle Factor | High Factor

Sales Factor 1.0 1.5 2.0

Software Sales $ 588K $588K $882K $1,176K

Consulting Factor 5 .75 1.0

Consulting $1,222K $611K $917K $1,222K

Maintenance Factor .75 1.0 1.25

Maintenance $ 492K $369K $492K $615K

TOTAL $2,302K §$1,568K | $2,291K $3,013K

Other assets such as central servers and related equipment will carry some additional

valuc, to be determined.

Sterling Commerce CONFIDENTIAL Page 10
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Roger Acquisition Analysis Memorandum

FINANCIAL ANALYSIS AND SUMMARY

Profit and Loss statements for 1997 and halance sheet for 1997 attached. 11 months arc
actual, and 1 month is estimated.

The balance sheet was prepared by Roger personnel, but they do not normally do a
balance sheet down to this department level, so there may be somc adjustments during the
duc diligence period.

Sterling Commerce CONFIDENTIAL  Page 11 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

APPENDIX A

Memorandum of Understanding
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Roger Acquisition Analysis Memorandum

Memorandum of Understanding

November 27, 1997

1.) Sterling Commerce (SCI) intends to acquirc thc EDVEC business unit from Roger,
including the customer base, personnel, products, and projects. The products include
Tiger, TeleTiger, and associated tools.

2.) Roger may continuc to act as general contractor and bill a select group of the business
unit customers at their discretion.

3.) Roger may have a transition team of approximately 5 personnel to assist and
accelerate the migration to GENTRAN. The costs of the team will be charged to SCI
during the first year, and after the first year Roger and SCI will decide where the team
personnel go.

4.) Pricing for the above acquisition will be mutually nogotiated as quickly as possiblc
between SCI and Roger. Both parties will make their best efforts to conclude the
negotiations within 30 days.

5.) Roger will supply SCI the information SCI requests to complete the negotiations and
acquisition. Such information will be covered by a non-disclosure agreement to be
signed between both partics as soon as possible.

6.) Roger and SCI will do joint announcements and press releases to the customer base
and marketplace.

7.) Nothing in this memorandum shall be construed to be a binding obligation on cither
party

Signed on behalf of Roger Signed on behalf of Sterling Commercc, Inc.

Date Date

Sterling Commerce CONFIDENTIAL Page 13 Dec 14, 1997
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Roger Acquisition Analysis Memorandum

APPENDIX C

VALUATION MODEL

Sterling Commerce CONFIDENTIAL Page 14 Dec 14, 1997




JAN-©9-98 ©1:41 FnM ANN ARBOR-HR 3139307840 F.16

Roger Acquisition Analysis Memorandum

APPENDIX D
HISTORICAL FINANCIAL
STATEMENTS
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Roger Background Information

m Large Public Utility in Germany.
m Pan-European expansion plans.
m Current ISG Reseller for Germany.

m Business Unit of 31 personnel
dedicated to EDI/EC.

m Long history/experience with EDI in
Germany.

m Core of business unit is previous
acquisition from Lion Software.
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ISG European Strategy

m Northern, Central, Southern, and
Distributor Regions.

m Attack the major markets of UK,
Germany, France.

m Support Center in Amsterdam with

country level support personnel for
premium support.

m Consulting organization in London
with country level consultants as well.

m Localization lab to support European
comms and EDI standards. (
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m Creates major opportunity for German

market share dominance at a much faster
rate than organic growth.

m Increases direct sales and support
resources in Germany.

m More than doubles our European wide
consulting resources.

m Adds key SAP knowledge and experience
in each job category.

m Adds personnel already trained in ISG’s
product suite.

m Partnership will continue. (
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Sales Resources

m 1 senior sales rep with training on our
product.

m 3 pre-sales resources with 2 of them
having 5+ years experience, the other
2+ years.

v Currently do proposals, customer
presentations, technical support of sales,
and sales rep technical training.

v SAP knowledge and experience.
v Trained on ISG product.
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= 18 consultants, 6 with 5+ years

experience, 9 more with 2-5 years
experience.

m Dusseldorf based with single remote
personnel in Hamburg, Berlin,
Stuttgart, and Frieburg.

m Good SAP, X.400, and European

comms and EDI standards knowledge
and experience.
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m 5 customer support resources.

m Experience in offering normal and
premium levels of support.

7x24 “beeper culture” already in place.

Some trained on ISG product.

[Z]
m SAP knowledge and experience.
L1
m Potential Amsterdam resources.
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m 4 development resources, 3 of them
with 5+ years experience, the other
one with 2+ years.

m Currently do design for new products,
maintenance of existing product, QA
testing, integration, comms links.

v SAP knowledge and experience.
v X.400 knowledge and experience.

v European comms and EDI standards
experience.
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m At time of close, the business will be
immediately integrated into ISG’s
European Operations:

v The sales personnel will be integrated into
the Central Europe Region sales team.

v The consultants will be integrated into the
European Client Services team.

v The support staff will be integrated into the
European Support Center.

v The development staff will be integrated
into the ISG Labs to provide the core of
the ISG European Localization Lab. (
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Harting E'ektronik AG, Schwe

Fartirg Elektrendk LTO.. Nortamgten UK
Harting Elecronk S.A. 2arceicna
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Harrrg KG
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NNa 7RW
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2029
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Haring KG
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11215 K 1853
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17

11149 2542
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Fameurg 11249K1218
Schereteld ~amzurg 1T1TaKZESs
Elgin 1L 1000 K 3269
Eigin 1L T 1260 K.3269
Veiketsan *10C0/K 3263
Volkersml 11000 K.3263
Northampten 115C0aK 3268
Earcelorn N119K31es
Earcelcna 11119.K3168
|Espekamrp 11119K3186 [
Espekarp (TIOR3 |
Espedamp 11119, K.3156
Wellar T [TiEsRanT |
Kassel 11219)K.2284
|Manster 11149 K 2265
{Hungen 11219, K317
Bergisch Giadbach 11149,K.1467
Bergisch Glactach 11149,K.1467
Borgisen Glactach 11149,K.1467
Bargsch Gladbacn 11148,K.1467
{Mdncnen 11239,K.2959
Aachen 11148/K.3236
Kelsterbach 11219/K.2231
Kaisterbach 11219/K.2231
Bremen 11129/K.1882
Frankfunt M219/K1718
11239/K 3438
Linalar 11149/K.3162
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Sep 97

| Apr 97

Jun 67

— Fuo 97|

\ai 97

Jun 97

© 83 100.0C0| Soktvare 7 560 00 Fob 97
83.100.CO| Sorware 12.5C0.50 Acr 67/
B3101 CCO|Satvare | ~sEcoco “Fe0 97
33,101 {00 | Sohware e . . e Mai 97
82,10° cCOlSomtware 7.6C0 CO 97!
83 1C0 ceofSattvare 44,350 CC scr 87
32150 €OV [Saftware 2342024 Mai 97
£3 130 C01 ' Satware 179.£C Jun 97
83130 €0 |Software 23.430.34 Azr 97
3,150,001 Sotware 8.459.20 Nov 97,
83130 €01 |Somvare 3325724 Jun 97
83,120 CO* [Softvare 12.359.20 Apr 97
23.1£0.00% |Sottvare 13.663.20 Jun 97
5 var 32.558.20 Age 97,
179,00 Jin§7

“79.00 Ot 97

[ 5000007 Nov 97,

1T S0000 | Feb 97|

\ +3.000,00 Jun 97
83.100.000| Scttware 5.200.00 Jun 97
83.100 4.500,00 Nev 97
83.100,000{Scftware 14.€00,00 Jun 97
83.100.000| Software ~14,000,00 Jul 97
83,100.000(Software 36.000.00 Aug 97
83.100.000(Software ~36.000,00 Sep 97,
83.100.000|Scfware 50.€00,00 Apr 97,
83 100.000{Sofware 4.500,00 Apr 97
83.100.000{Scftware 6.000,00 Juil 97,
83.100.000|Scftware Sep 97|
83.100.000|Sofware 4,500,00 Sep 97
83 100.000(Software 23.000,00 Mrz 97
83.100.000|Scttware 6.000,00 Jul 97/
83.100,000{Software 3.100,00 Mrz 97
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Profit and Loss Calculation 1997 EDI Appendix 9
—_— Y
1997 TDM Pyl Sw 315
3Lk 313
Sales 4113.87 / A,
e Dlesio, fod
Cost of sales 675.42 4_;;
hardware 521.05 AP
software 130.20
other 24.17
Salaries, benefits 2382.46
total base salary 1921.57
total bonuses 2.63
total commission 4563 |
total benefits 364.24 /
total other 48.40 P
G
—> ‘1
Depreciation 192.07 M Q(/
Other expenditures 1026.25
advertising 34,03
maintenance/repairs 35.97
consulting 86.66
rents 34.75
office rent 426.57
leasing (cars) 47.
travel costs 168.65
other 192.40
Total direct costs 427620
EBIT 497.68
Headcount 22
Consultants 12
Presales 2
Sales 1
Support 3
System Integration <
Page 1
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VANS Budget 1998 -2000 In TOM Jan.-Nov. 97 Summe 1998 Summe 1999 Summe 2000
Messaging projects 812,75 1.249.50) 1.928,50
Sleriing projects 2.690,25 4.709.50| 7.481,50|
UNIX-Tiger projects 894,25 874,75 225,73
TeleTiger projects 1.384,00| 2-0‘::: 3.‘3::
Consusting oid cusiomers 480,00
manianance okd customers 700,00 700,00| 700,00
change n inventory Tele Tiger 340,00
Total revenue Ea_vv\ed eV 4.636,46 6.961,25 1 0.035.1‘5 ¢ |§.41 3,75
ALY - Ay,
Total direct costs to Nov 30- /4&\‘,"' J S iR Sy
SN
cost of sales . 56| 3.914,53)
- Hardware 331,20 516,80
-Sotware [/ \ By d u:;.;: :.:.z::
others g
saianes, benafts . r 3.949,95 4.762,79|
otal base salary indedes 3¢o T 2920,00 359,75
- total bonuses O-dc\ . © cots o :z::: u;.:
o el of T&et‘ er 57 AV 7ou98 847.29)
s R e g e
other expendilurey 3
- advartising Tole) cerds 164,00 201,00
Mantenancel repairs «f 105,00 105,00
+ consulting © HPC 330 108,00 108,00)
« office rent “PC 40 1.020,00| mg,:
e o Sher 50 152,80 190,00
_—
~ohtars =50 73422 857,12)
Total direct costs 9.387.94 12.293,08]
EBIT E.-Commerce 3.694,96 781918
EBIT SW-integration .|f1 ‘;; .:m_nz_gn
ESIT Sales - o
EB'T Customer Service ~1.089,09) ~1.403,82]
Total EBIT 847,81 4.120,07|
Investment E-Commarce 392,00, 392,00
investment SW.integraton 239,40 239,40
investment Sales 13,60 13,00
nvestment Cusiomer Service 52.50) 52.50)
Total Investment 697,50 697,50
stalt E Commaerce 2 24
staff SW-integration 4 4
staft Sales 2| 3
stat! Customer Sacvice -1 9
Total statf 33| 40,
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Project Roger ALy

Stering Commerce - ISG
FORECAST Revenues
7 montns
(in thousands) Cai1997 Cal1988 FY 1998 FY 1988 FY2000 FY2001 FY2002  Price At
OEM DEM DEM DEM DEM OEM  DEM DEM
—_NSS uots
DOSUNIX Tiger
UNDG-Serv WB. 1 1 E] (] [ 10 100 |
UNIX-Serv MID ) 4 8 12 1 21 )
UNIX-Serv Sngie n 7 18 20 2 B 2
UNU-Serv WS 1" 0 20 ] e} 4 10
. DOS-Serv WSNT 2 s 15 20 20 M 5
DOS-DR ) ° 10 P ) o 3
T s 2 2 2 2 e 20
Total Unts s 2 81 128 168 218
Educason Units 2 1 “ s 8 s |
—NSS 35
DOSUNIX Tiger 1029 0 0 0 0 0 0 |
UNIX-Serv WB 100 100 00 600 800 1,000
UNIX-Serv MID 30 200 a0 &0 00 108 |
UNIX-Serv Sngee 20 140 200 400 520 680
UNIX-Serv WS 160 100 200 250 e 0
DOS-Serv WENT © © s 100 1% 170
DOS-OR 0 0 » ) e 129
Telatger 100 0 “00 400 520 680

Days per unt
DOSUNIX Tiger 107% 00 460 s 2% 150 L NA
UNIX-Serv WB 0 2 2 0 120 160 200 20
UNIX-Secv MO ] n “ L] " " m 1.2
UNiX-Serv Snge 0 m B4 10 40 a2 08 n
UNUXC-Serv WS ° L £ 100 25 198 215 s
DOS-Serv WENT ° ®w 40 ™ 00 1% 170 5
DOS-0R ° 0 L 50 125 165 25 5
Teletger 0 “0 " 160 160 208 mn L]

Ongang New consutng 0 280 1% 0 ™0 58 114
° L] 4 " 20 2 n “
Days per year

Tota Biavie Days 107% 1472 Lird 17112 2054 2484 2987
Mancower & 1 300wyes ] 1" 1 9 16 " 2 120
Manpower @ 110cs/yea 10 ” ] e 19 = z 1o
Rate per Day DEM
DOSUNX Tiger 2158 1,600 20 750 500 X0 100 2
UNIXSary WE o «© 0 120 240 20 “00 2
UNIX-Serv MID o 144 ] " 08 384 504 2
UNIX-Serv Snge [} 284 168 W0 0 L s 2
UNIX-Serv WS 0 180 100 200 %0 0 40 2
DOS-Serv WSNT [} 120 0 150 200 0 340 2
DOS-OIR ° L < 100 250 0 430 2
Teieager ] «© n o 20 416 544 2
Ongong New consung ° 520 300 1200 1,540 1918 2208 2
0 150 s 00 s 450 00 "

Mariecance
UNIX Tiger " s n = 0 0 [
UNIX Premum nr “00 pas) 500 500 €0 845
DOS Tiger e 00 s awn 20 150 Q
UNLX-Serv WE o L] . 3 108 210 420
UNIX-Serv MID o 3 75 135 240 we
UNIX-Serv Sngle 0 ” "0 L) L 165 55
UNIX-Serv WS 0 ” 7 R “ wr 14
DOS-Serv WSNT 0 s 3 " P 2 L]
DOS-DR o o o 2 10 n 40
Teletger ° o o 0 o o o

ﬁ
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O.tel.o Historic Data -- 1997

Tiger Tiger Comm. Tele
(US$000) DOS UNIX Util. Tiger Other Total
REVENUES
Hardware

Hardware Maint,

Software License

SW Maint. & Svcs

Consulting Svcs.

Total

EXPENSES

COGS

Hardware

Hdwe Maint.

SW License

SW Maint.

Consulting

Total COGS

Operations

Sales/Mktg

Dev. in-house

Dev. 3rd pty

Support/Maint.

in-house

3rd party

Cons. Sves.

Total Operations
Costs

Total Expenses

Operating Income

3754
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Bold
caf

(us $o00)
[Revenue s

Tiger
DOS

Tiger
UNIX

Comm.
Util.

Tele
Tiger

Other

Total

Hardware

Hardware Maint.

Software License

Consulting Svcs.

SW Maint. & Svcs

Total

for1997—

cap

COGS

Hdwe

Hdwe Maint.

SW License

SW Maint.

Consulting

Total COGS

Operations

Sales/Mktg

< Dev. in-house

4- Dev. 3rd pty

Support/
Maintenance

in-house

3rd party

Cons. Svcs.

(78]
Total Operations

Total Exp€nseS

Operating Income

3754
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Historic Data Needed — 1997

Tiger Tiger Comm. Tele
(000) DOS UNIX Util, Tiger Other Total

Mar-04-98 04:11P Burteon Grad

Revenues for 1997 (DM or USS)
Hardware Sales
Hardware Maint.
Software License L6
SW Maint. & Sves b &
Consulting Sves. ”

U\

W)
|

Total Revenucs
Caosts for 1997
COGS
Hardware Sales 72
Hdwe Maint,
SW License 73
SW Maint.

Consulting
Total COGS <3 DY

Operations
Sales/Mkig
Dev. in-housc

Dev. 3rd ply s

Support/Maint,
in-house

Support/Maint.
3rd party e

Cons. Svcs, L,
G&A =,

Total Operations P
Costs 20

Total Expenses 2O

| Operating Tncome

375
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STERLING COMMERCE

STERLING
COMMERCE

December 18, 1997

o.tel.o communications GmbH & Co.
Siemensstrasse 12b

D-63263 Neu-Isenburg

Frankfurt, Germany

Attention: Mr. Huber
Gentlemen:

This letter confirms our recent discussions conceming the possible
acquisition by Sterling Commerce, Inc. or one or more of its subsidiaries
(collectively “Sterling”). of certain assets of o.tel.o communications\GmbH &
Co. (the “Company”) on or about February 27, 1998 (the “Closing™). The
terms and conditions will be as specified in an agreement (“Agreement”)
described below based upon the following:

1. (a) Subject to the terms and conditions in the Agreement, Sterling
will acquire substantially all of the assets listed on Exhibit A, including but not
limited to the Tiger and TeleTiger software (the “Products”), and customer
contracts, licenses, intellectual property related to the Products free and clear of
any liens or encumbrances (except for those liabilities which Sterling
specifically agrees to assume) plus the confidentiality and non-competition
agreements discussed in paragraph 4 hereof for a cash purchase price of DM
5,800,000 (five million, cight hundred thousand Deutschemarks) plus the
NTBYV (as hereinafter defined) as of the Closing (collectively, the “Purchase
Price™). The allocation of the Purchase Price among the assets of the Company
and the confidentiality and non-competition agreements shall be as mutually
agreed by the parties. The assets to be acquired pursuant hereto (the “Assets™)
shall include those contracts, accounts receivable, equipment and other items
listed on Exhibit A, plus such other assets as may be mutually agreed to by the
parties.

(b) To the extent that the net tangible book value (“NTBV”) as of
the Closing is greater or less than DM 520,000 (five hundred and twenty
thousand Deutschemarks) (i.e., the NTBV value pursuant to Exhibit C as of
November 30, 1997), calculated in a manner consistent with Exhibit C or in a
manner otherwise mutually agreed to by the parties the Purchase Price will be
increased or decreased on a DM-for-DM basis to reflect any excess or
deficiency in that figure. Prior to Closing, Sterling shall have the right to
remove any Computer Equipment items from Exhibit C, correspondingly
lowering the NTBV. At the Closing, Sterling shall pay to the Company two-
thirds of the estimated Purchase Price based on the parties’ mutually agreed
estimate of the NTBV as of the Closing. Within thirty days after Closing, the
Company shall prepare the balance sheet in the form of Exhibit C as of the
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December 18, 1997

Closing (the “Balance Sheet”) and shall present it to Sterling for review and
approval. Within five days after the parties have agreed on the NTBV as of the
Closing calculated in the manner set forth above, Sterling shall pay to the
Company the remainder of the Purchase Price less an amount equal to 50% of
the accounts receivable reflected on the Balance Sheet as of the Closing, nct of
appropriate reserves, which shall be held in a separate interest bearing account
by Sterling. Six months after Closing, Sterling shall be paid from such
account, on a DM-for-DM basis, the aggregate amount of any portion of the
accounts receivable (net of reserves) staled on the Balance Sheet as of the
Closing which remain uncollected and the Company shall be paid the
remaining balance of such amount.

2. Among the conditions to Sterling's obligations to close the
transaction will be that: (a) Sterling shall have performed a thorough and
comprehensive legal, financial and technical due diligence review and shall
have determined that the results thereof were satisfactory to Sterling, in its
reasonable business judgment; (b) all necessary notices of or consents to the
transaction with Sterling, including but not limited to any required notices to
the Company’s creditors or any required consent of the Company’s customers,
creditors, vendors and employee counsels and any governmental or regulatory
approval shall have been made, granted or obtained; (c) from the date hereof,
the Company shall have operated with respect to the subject matter in this letter
of intent in the ordinary course consistent with its past practices; provided, that
the Company shall not have granted any salary increases or bonuses to the
relevant employees, changed any of its relevant accounting methods or
practices or entered into any relevant transactions not in the ordinary course of
business without Sterling’s prior written consent; (d) no material adverse
change shall have occorred with respect to the business, financial condition,
operations, assets or liabilities to be acquired since the date of the last financial
statements provided to Sterling in connection with the proposed transaction;
and (e) no investigation, action, suit or proceeding shall be pending or
threatened before any court or governmental body which seeks to restrain,
prohibit or otherwise challenge or interfere with the consummation of the
proposed transaction. The parties hereto agree that Sterling’s due diligence
shall include, but is not limited to, reviewing the relevant intellectual property,
license agreements, government contracts, if any, employee benefit and
compensation plans, leases and other commitments, product development
activities and revenue recognition and other accounting policies.

3. Sterling and the Company shall mutually agree on those liabilities,
if any, to be assumed by Sterling at the Closing. With respect to Product
license agreements of the customers set forth in Exhibit D, it is contemplated
that the Company will continue to bill those customers and Sterling will act as
a subcontractor and perform the support obligations thereunder related to the
Products for a period of onc year (or any extension thereof) in exchange for a

AMORDOC
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subcontractor fee to be mutually determined by the parties. The parties shall
mutually agree on the date by which such contracts will be assigned to
Sterling. Upon such mutual agreement, the Company shall cause such contracts
to be assigned to Sterling without any further action or expense required by
Sterling. The Company shall assist Sterling in marketing its products and
services to the customers under such contracts. Sterling and Company will
enter into a mutual referral arrangement as part of the Agreement.

4. (a) It will be a condition to Sterling’s obligation to close that (i) certain
key employees to be designated by Sterling and (ii) the Company enter
into a three year confidentiality and non-competition agreement.

(b) The Company will use its best efforts to retain through the Closing the
twenty-two employees described on Exhibit B (i.e. those currently
working in the relevant business area) and to transfer to Sterling at the
Closing the employees designated by Sterling from that list. It will be a
condition to Closing that each key employee designated by Sterling
accepts employment with Sterling; provided that the employment terms
offered by Sterling to a key employee shall be no less favorable as a
whole than those enjoyed by the employee as of the date hereof. It will
be a further condition to closing that only those employees designated
by Sterling shall become employees of Sterling and that there is no
transfer by operation of law or otherwise of any other employment
agreements. Company shall indemnify and hold harmless Sterling from
and against any costs whatsoever associated with the transfer (or
deemed transfer) to Sterling of any employees of the Company not
designated by Sterling. In the event that an employee not designated by
Sterling requests to be transferred to Sterling, Sterling and the Company
will work together to find a solution that is in the best interests of both

parties.

(c) Sterling shall not actively solicit the Company’s employees prior to
Closing; provided however that if there is a likelihood that an employce
will leave the Company prior to the Closing, Sterling may solicit that
employee and shall so notify the Company.

5. In order to perform our due diligence review, we and our attorneys,
accountants and other representatives will be afforded the opportunity to review
all relevant books and records with the consent of the Company, not to be
unreasonably withheld, to interview such customers, distributors and the
employees described on Exhibit B as we and our representatives shall
determine.

6. The parties will pay their own expenses incident to the transaction,
including fees of investment bankers, attorneys and accountants.

ANLORZDOC -~
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7. The parties will proceed diligently with negotiations and the
preparation of appropriate documentation, and the making of all government
filings required in connection with the proposed acquisition with a view to
reaching an agreement on all the material terms of the transaction within forty-
five days. Barring unforeseen difficulties, this transaction should close no later

than February 27, 1998.

8. From and after your execution of this letter, the Company will not,
directly or indirectly, discuss, encourage or negotiate with or furnish
information to any other person concerning the transaction envisaged hercin
unless (a) agreed to in advance in writing by Sterling or (b) we notify you in
writing that we no longer intend to complete the acquisition or (c) the Closing
has not occurred by February 27, 1998 or, if Sterling requests an extension of
time within which to close and is diligently proceeding to close and satisfy any
conditions to Closing in the Agreement or otherwise, April 15, 1998. Anything
herein to the contrary notwithstanding, you shall have the absolute right to
refuse Sterling’s request for an extension of time beyond April 15, 1998.

9. Both parties intend (0 terminate the existing International
Distribution Contract dated June 16, 1997 at Closing.

10.  The proposed Agreement shall be subject to German law and jurisdiction
of the courts at Dusseldorf.

This letter is an expression of intention only and does not constitute a
binding obligation of either party (except for the provisions of paragraphs 6 and
8). Neither you nor we will be bound unless and until the board of directors of
Sterling has approved the acquisition, and the Agreement has been executed by
all parties following approval of their respective counsel of the form and
substance of such Agreement. All payments among the partics contemplated
hereunder shall be in Deutschemarks.

In the event that the Agreement is not executed by all parties on or
before February 27, 1998 (or April 15, 1998, if Sterling shall have requested an
extension pursuant to paragraph 8 hereof), any party shall have the right to
terminate all discussions pursuant to this letter upon written notice to the other
parties and, except with respect to paragraphs 6 and 8 (with respect to acts
occurring prior to such notice), no party shall have any further liability to any
other party upon receipt of such letter, including, without limitation, any
liability to pay damages to the other party on the grounds that such other party
relied on this Agreement to be executed.
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STERLING COMMERCE, INC.
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THis [{ DAY OF December 1997

O.TELO COMMUNIC ATIONS GmbH & CO.
AN =X

By: Y

mzﬂa_a«_a,@gpl'z;&zi—“ﬁ‘-'“ 5

ANORDOC

@oos



01/06/98 TUE 17:03 FAX 1 313 930 3201 STERLING COMMERCE @oo7

0.tel.o communications GmbH & Co.
Page 6
December 18, 1997

Exhibit A - Assets List, Customer List, Contracts List

The relevant assets associated with this business, specifically including:

Tiger Software for DOS and Unix

TeleTiger Software

All associated trademarks, patents, copyrights

The attached customer list (which is an approximation and will be replaced by
a full list as early in the due diligence as possible)and all associated contracts,
files, and information

The Panda support system and related data

Other relevant customer support data or systems

The computer equipment listed below and summarized on Exhibit C

Other related assets as the parties mutually agree

ALORDOC -~
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. Kunden mit Pflegavertrag (2)

| Kundenname ORT Service [ Produkt
Godecke AG Freiburg TIGER Voll MS-DOS
|Hommel Hercules Werk GmbH & Co.KG Viernheim TIGER Runtime MS-DOS
Heinrich Kopp AG Kahl TIGER Runtime MS-DOS
Max Sebold GmbH Aschaffenburg TIGER Voll MS-DOS
Trilux-Lenze GmbH Arnsberg TIGER Voll MS-DOS
BayWa AG Miinchen TIGER Voll MS-DOS
Beck & Co. Bremen ELFE Anwendung
Beck & Co. Bremen SINFOS Workstation A
Beck & Co. Bremen TIGER Voll MS-DOS
Gebr. Berker GmbH & Co. Schalksmiihle TIGER Voli MS-DOS
Black & Decker GmbH Idstein TIGER Voll MS-DOS
Braun Melsungen AG Melsungen ELFE Anwendung
Braun Melsungen AG Melsungen TIGER Runtime MS-DOS
Alexander Blrkle GmbH & Co KG Freiburg TIGER Voll MS-DOS
Bliroring Haan TIGER Voll MS-DOS
C. Ed. Schulte GmbH Velbert TIGER Voll MS-DOS
Colgate Palmolive GmbH Hamburg SINFOS Workstation C
Dachser GmbH & Co. Kempten TIGER Voll MS-DOS
Dragoco Holzminden TIGER Voll MS-DOS
Duravit AG Hornberg TIGER Voll MS-DOS
Duscholux Sanitdrprodukte GmbH Schriesheim TIGER Voli MS-DOS
Erdal Rex GmbH Mainz SINFOS Workstation C
Eukerdruck GmbH Marburg TIGER Voll MS-DOS
Fielmann AG Hamburg TIGER Voll MS-DODS
Franken Mineral- und Heilbrunnen-Betriebe Neustadt (Aisch) SINFOS Workstation A
Freytag & Petersen GmbH & Co. K&in TIGER Voll MS-DOS
Gervais Danone AG Miinchen SINFOS Workstation C
GEZE GmbH & Co. KG Leonberg TIGER Voll MS-DOS
Giersiepen GmbH & Co Radevormwald TIGER Voll MS-DOS
Glunz AG Hamm ODEX PC DOS
Glunz AG Hamm TIGER Voll MS-DOS
Gummiwerke Fulda Fulda ELFE Anwendung
Gummiwerke Fulda Fulda TIGER Runtime MS-DOS
Heinrich Hamker 6GmbH Bad Essen SINFOS Workstation C
Hansa Metallwerke AG Stuttgart TIGER Voll MS-DOS
Hapag-Lloyd AG Hamburg TIGER Runtime AIX
Hapag-Lloyd AG Hamburg TIGER Voll AIX
Hapag-Lloyd Asia Singapore TIGER Runtime AIX
Hapag-Lloyd Asia Singapore TIGER Voll AIX
Hessische Landeszentralbank Luxemburg Luxembourg TIGER Voll MS-DOS
HEWI GmbH Arolsen TIGER Voll MS-DOS
Héfele GmbH & Co Nagold TIGER Voll MS-DOS
Hilppe GmbH & Co. Bad Zwischenahn TIGER Voll MS-DOS
Keuco GmbH & Co.KG Hemer TIGER Voll MS-DOS
KSB AG Frankenthal TIGER Voll MS-DOS
Langnese Iglo GmbH Hamburg
Lever GmbH Hamburg SINFOS Waorkstation C
Lonza AG Visp TIGER Voll MS-DOS
Mannesmann Rexroth Lohr TIGER Voll MS-DOS
Mannesmannréhren Werke Miilheim a.d. Ruhr TIGER GUIDE NAS
Mannesmannréhren Werke Miitheim a.d. Ruhr TIGER GUIDE NAS
Mannesmann Datenverarbeitung GmbH Ratingen ODEX
Mannesmann Datenverarbeitung GmbH Ratingen TIGER GUIDE NAS
Mannesmann Datenverarbeitung GmbH Ratingen TIGER Runtime AIX
Massa AG Alzey ELFE Anwendung
Mauser Werke GmbH Brithl TIGER Voll MS-DOS
Messer Griesheim GmbH Frankfurt TIGER Voll MS-DOS
Messer Griesheim GmbH Frankfurt ELFE Anwendung
Motorola GmbH Taunusstein TIGER Voll MS-DOS
Miinchener Rilckversicherung Miinchen TIGER Transl. AIX
Miinchener Riickversicherung Miinchen TIGER Voll GUIDE NES
Minchener Riickversicherung o Minchen TIGER Voll GUIDE NES
NEC Dusseldorf TIGER Voll MS-DOS

Seite 1
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2 Kunden mit Pflegevertrag (2)
Kundenname ORT Service / Produkt
. |Odenwald-Konserven Breuberg SINFOS Workstation A
Oral B Frankfurt SINFOS Workstation A
Ploenzke AG Kiedrich ELFE Anwendung
Ploenzke AG Kiedrich TIGER Voll MS-DOS
VDV Hamburg TIGER Voll M5-DOS
Remy Deutschland Wiesbaden SINFOS Workstation C
Rohm Electronics GmbH Willich ODEX
Rohm Electronics GmbH Willich TIGER Vall HP UNIX
RWE-DEA AG Hamburg TIGER Runtime MS-DOS
RWE-DEA AG Hamburg TIGER Voll MS-DOS
Réhm GmbH Darmstadt TIGER Voll MS-DOS
SAP AG Walldorf TIGER Voll HP UNIX
Schenker & Co. AG Wien ISOCOR ISOPLEX MTA
Schenker & Co. AG Wien ISOTRADE
Schenker & Co. AG Wien TIGER Voll SCO UNIX
Schering AG Berlin TIGER Voll HP UNIX
Schering AG Berlin TIGER Voll HP UNIX
B.A.T. Cigarettenfabriken GmbH Hamburg SINFOS Workstation C
Conditorel Coppenrath & Wiese Westerkappeln SINFOS Workstation C
Lady Cake Kuchen GmbH Duingen SINFOS Workstation C
Procter & Gamble GmbH Weiterstadt SINFOS Workstation C
Quaker Latz GmbH Euskirchen SINFOS Workstation C
Raab Karcher Warmetechnik GmbH Bochum TeleTIGER
Union Deutscher Lebensmittel Hamburg SINFOS Workstation C
Union Deutscher Lebensmittel Hamburg TIGER Voll MS-D0OS
Union Deutscher Lebensmittel Hamburg TIGER Voll SCO UNIX
Austria Tabak GmbH Unterschleiheim SINFOS Workstation A
Datograph Apparatebau Heilbronn SINFOS Workstation C
Deinhard & Co Koblenz SINFOS Workstation A
Howaldtswerke Deutsche Werft AG Kiel TIGER Voll MS-DOS
Hensel KG Lennestadt TIGER Voll MS-DOS
jade Cosmetic GmbH Frankfurt SINFOS Workstation A
Kéarcher GmbH & Co. Winnenden TIGER Voll MS-DOS
Marten GmbH Gltersloh SINFOS Workstation A
Ostmann KG Bielefeld SINFOS Workstation C
Seidel GmbH & Co. Marburg TIGER Voll MS-DOS
Stinnes Organisationsberatung GmbH Milheim TIGER Voll SCO UNIX
Stora Billerud Disseldorf TIGER Voll MS-DOS
Tele Quarz GmbH Neckarbischhofsheim TIGER Voll MS-DOS
Westd: he Allgemeine Zeitung Essen ELFE Anwendung
Westdeutsche Allgemeine Zeitung Essen TIGER Runtime MS-DOS
Linhard GmbH Viechtach TIGER Voll MS-DOS
Woolworth F.W. Co.KG Frankfurt TIGER Voll MS-DOS
Woolworth F.W. Co.KG Frankfurt ELFE Anwendung
Woolworth F.W. Co.KG Frankfurt ELFE Aufristung
GAD Miinster TIGER Voll MS-DOS
Hoesch Metall + Kunststoffwerk GmbH & Co Kreuzau-Schneidhausen {TIGER Voll MS-DOS
Vaillant Remscheid JELFE Anwendung
Vaillant Remscheid TIGER Runtime MS-DOS
Vaillant Remscheid TIGER Volt UNIX
Veka AG Sendenhorst TIGER Voll MS-DOS
VLSI Technology GmbH Minchen TIGER Voli MS-DOS
Zanders Bergisch -Gladbach TIGER Voll MS-DOS
(Reyher Nachf. Hamburg TIGER Voll MS-DOS
Stocko Metallwarenfabrik Wuppertal-Vohwinkel TIGER Voll MS-DOS
Uni Elektro Handelsg Eschborn TIGER Runtime MS-DOS
Uni Elektro Handelsg Eschborn TIGER Voll MS-DOS
Schwartauer Werke GmbH & Co. Bad Schwartau TIGER Voll MS-DOS
Schwartauer Werke GmbH & Co. Bad Schwartau SINFOS Workstation A
Van Houten International GmbH & Co.KG Norderstedt SINFOS Workstation C
Verpoorten 0 Bonn SINFOS Workstation A
WK-Deutschland GmbH Essen SINFOS Workstation A
Ehrmann AG Oberschénegg SINFOS Workstation C
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S ORT Service / Produkt
Libeck SINFOS Workstation A
Minden SINFOS Workstation A
Katlenburg-Lindau SINFOS Workstation A
Mittelrhein Verlag GmbH Koblenz ELFE Anwendung
Siemens AG Miinchen TIGER Runtime SUN SO
Walter Linss Nachf. GmbH Malsfeld TIGER Voll MS-DOS
Hermann Kleinhuis GmbH Lidenscheid TIGER Voll Sun Solar
EDEKA Handelsgesellschaft Minden-Hannover GmbH  |Minden SINFOS Workstation C
Beratung & Software GmbH Nirnberg TIGER Voll MS-DOS
setron Schiffer-Elektronik GmbH & Co.KG |Braunschweig TIGER Voll MS-DOS
Levi Strauss Germany GmbH Heusenstamm TIGER Voll MS-DOS
R.). Reynolds Tobacco GmbH Kolin SINFOS Workstation A
Linde AG Héllriegelskreuth ODEX
Linde AG Héllriegelskreuth TIGER Voll AIX
Hans Feierabend GmbH Einbeck TIGER Voll MS-DOS
Risse Neukirchen TIGER Voll MS-DOS
|Keller & Kalmbach Gm Munchen ODEX PC DOS
Keller & Kalmbach Gm Minchen TIGER Voll MS-DOS
SDS Stinnes Data Services GmbH Miilheim ELFE Anw. Multiuser
SDS Stinnes Data Services GmbH Miitheim ISOCOR ISOPLEX MTA
SDS Stinnes Data Services GmbH Miltheim TIGER Runtime SCO Un
SDS Stinnes Data Services GmbH Mitheim TIGER Voll SCO UNIX
Reckitt & Colman Deutschland AG Hamburg SINFOS Warkstation C
AT&T Easylink Rdsrath TIGER Voll MS-DOS
|Gretsch Unitas Baubeschlidge GmbH Ditzingen TIGER Voll MS-DOS
Siemens Components Kista TIGER Voll MS-DOS
Honeywell AG Mosbach TIGER Voll MS-DOS
ISOCOR Access Unit ISOTRADE ODT
Hutschenreuther AG Selb S5.x
Hutschenreuther AG Selb ISOCOR ISOPLEX MTA ODT 5.x
Hutschenreuther AG Selb ISOCOR X.400 / MS-Mail Gateway
Hutschenreuther AG Selb LION MS-Mail AU (mapigate)
{Hutschenreuther AG Selb SAP R/3 IDOC-Schnittstelle
Hutschenreuther AG Selb TIGER Runtime SCO Unix QDT 5.x
Hutschenreuther AG Selb TIGER Voll SCO ODT 5.x
Philips GmbH Hamburg TIGER Voll MS-DOS
Woeste & Co GmbH & C Disseldorf TIGER Voll MS-DOS
Woeste & Co Yorkshir Ubach-Palenberg TIGER Voll MS-DOS
Ihr Platz-Zentrale Osnabriick SINFOS Workstation C
H.F. & PH.F. Reemtsma GmbH & Co. Hamburg IDOC-TIGER Kopplung
H.F. & PH.F. Reemtsma GmbH & Co. Hamburg ISOCOR ISOPLEX MTA
H.F. & PH.F. Reemtsma GmbH & Co. Hamburg ISOTRADE
H.F. & PH.F. Reemtsma GmbH & Co. Hamburg TIGER Runtime SCO Un
H.F. & PH.F. Reemtsma GmbH & Co. Hamburg TIGER Voll SCO UNIX
VARTA Batterie AG Ellwangen TIGER Voll HP UNIX
|Kisckner Maller GmbH Bonn TIGER Voll AIX
Cherry Microschalter GmbH Auerbach TIGER Voll MS-DOS
Wieland Werke AG Ulm TIGER Voll MS-DOS
Continental AG Hannover CPI-C Schnittstelle
Continental AG Hannover IDOC-TIGER Kopplung
Continental AG Hannover ISOCOR ISOPLEX MTA
Continental AG Hannover ODEX
Continental AG Hannover TIGER Voll UNIX
Schneider Electric GmbH Ratingen TIGER Runtime MS-DOS
Power Logistics Fallingbostel TIGER Voll UNIX
Quickpack GmbH Renningen TIGER Runtime MS-DOS
Dethleffsen GmbH&Co. Flensburg SINFOS Workstation C
Siemens Briissel Briissel TIGER Voll MS-DOS
E. Holtzmann & Cie. AG Karlsruhe TIGER Voll MS-DOS
Nadler Feinkost Mannheim SINFOS Workstation A
] Raab Karcher Energieservice MUnster TeleTIGER
|Freudenberg Informatik KG O Weinheim CPI-C Schnittstelle
Freudenberg Informatik KG Weinheim IDOC-TIGER Kopplung
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Kund me ORT Service / Produkt
Freudenberg Informatik KG Weinheim ISOCOR ISOPLEX MTA ‘
Freudenberg Informatik KG Weinheim ODEX
Freudenberg Informatik KG Weinheim TIGER Voll AIX
Milupa Friedrichsdorf SINFOS Regalopt.
Milupa Friedrichsdorf SINFOS Workstation C
Herlitz AG Berlin TIGER Voll SCO UNIX
Erni Elektroapp. Adelberg TIGER Volil MS-DOS
BP Chemical Plastec Rottenacker TIGER Voll MS-DOS
Excentra GmbH Fellbach TIGER Runtime MS-DOS
G. Schneider & S6hne GmbH Ettlingen TeleTIGER
Maico Ventilatoren Villingen-Schwenn. TIGER GUIDE NAS
Saarpor Klaus Eckhardt GmbH Neunkirchen TIGER Voll MS-DOS
BEL ADLER Allgdu GmbH & Co. OHG Wangen SINFOS Workstation A
Blaue Quellen Mineral- und Heilbrunnen AG Rhens SINFOS Mandantenf.
Blaue Quellen Mineral- und Heilbrunnen AG Rhens SINFOS Workstation C
Dr. August Oetker Nahrungsmittel KG Bielefeld SINFOS Workstation C
MuK Logistik GmbH Bremen TIGER Voll MS-DOS
MuK Logistik GmbH Bremen TIGER Voll SINIX
W. Schlafhorst AG & Co. Ménchengladbach TIGER Volt AIX
Phenolchemie GmbH Gladbeck TIGER Voll MS-DOS
Glth & Wolf GmbH Glitersloh TIGER Voll MS-DOS
NOWEDA eG Apothekergenossenschaft Essen TIGER Voll MS-DOS
Roland Arzneimittel Hamburg TIGER Runtime MS-DOS
Roland Arzneimittel Hamburg SINFOS Fernwartung
Roland Arzneimittel Hamburg SINFOS Workstation C
Bahntrans AG . Duisburg TIGER Voll MS-DOS
Hans Schwarzkopf GmbH Hamburg SINFOS Workstation C
Sebapharma GmbH & Co Boppard SINFOS Workstation A
RUF Lebensmittel GmbH & Co. Quakenbriick SINFOS Workstation C
MEDERER Siilwarenvertriebs GmbH Fiirth SINFOS EASY
Verfa GmbH Ulm TIGER Runtime MS-DOS
Hakle-Werke Hans Klenk GmbH & Co. Mainz SINFOS Workstation A
Golden Lady Strimpfe Deutschland GmbH Medebach SINFOS Workstation C
V. Fraas AG & CO. Helmbrechts / Wiistensel§ TIGER Voll MS-DOS
Krauth medical KG Hamburg TIGER Voll MS-DOS
Brenntag Chemievertrieb GmbH Berlin TIGER Runtime MS-DOS
Disco Factoring Finanz GmbH Dusseldorf TIGER Voll MS-DOS
Raab Karcher Tankstellentechnik GmbH Hamburg TeleTIGER
VALENTIN KLEIN GMBH Hannover TIGER Voll MS-DOS
US Army Mannheim ELFE Ultrix Anwend.
US Army Mannheim TeleTIGER
Nordson
Raab Karcher Holz GmbH Essen TeleTIGER
Massa AG Alzey TIGER Voll MS-DOS
Hansen & Gieraths EDV Vertriebsges. mbH Bonn TIGER Voll MS-DOS
Rewe & Co. OHG Bad Homburg v.d. Hoh  |TIGER Voll MS-DOS
Systematics System Service GmbH Tiger Voll unix
Seppelfricke Armaturen GmbH & Co. Gelsenkirchen TIGER Voll MS-DOS
BSB GmbH Weinstadt SINFOS Workstation D
COTY Deutschland GmbH Mainz SINFOS Workstation C
Deutsche SiSi-Werke GmbH & Co. Betriebs KG Heidelberg SINFOS Workstation A
EDS Informationstechnologie und Service
(Deutschland) GmbH Neustadt TIGER Voll MS-DOS
Eduscho GmbH & Co.KG Bremen ELFE Anw. Multiuser
EKU AG Kulmbach SINFOS Workstation A
Fresenius AG Bad Homburg TIGER Voll MS-DOS
GE Finance Holding Riisselsheim ELFE Anwendung
GE Finance Holding Risselsheim TIGER Runtime MS-DOS
Gustav Klauke Remscheid TIGER Voll MS-DOS
Heinrich Electronic Essen TIGER Voll MS-DOS
Heumann Pharma GmbH NUmberg TIGER Runtime MS-DOS
Hoffmann's Starkef. o Bad Salzuflen SINFOS Workstation C
Kriiger GmbH & Co.KG Bergisch Gladbach SINFOS Workstation A

Seite 4
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Kundenname ORT Setvice / Produkt
R+V Versicherungen Wiesbaden TIGER Voll AIX
Raab Karcher Spedition GmbH Gelsenkirchen TeleTIGER
Rexroth AG Schweiz Venissieux TIGER Runtime MS-DOS
Rexroth Belgien Ternat TIGER Runtime MS-DOS
Rexroth England Huntingdon TIGER Runtime MS-DOS
Rexroth Frankreich Venissieux TIGER Runtime MS-DOS
IRexroth Osterreich Pasching TIGER Runtime MS-DOS
Rexroth Spanien Santa Perpetua TIGER Runtime MS-DOS
Vereinigter Baubesch Korntal TIGER Voll MS-DOS
Lingner & Fischer Verlag Biihl SINFOS Workstation A
Alusingen GmbH Singen TIGER Voll MS-DOS
Boehringer Mannheim Mannheim TIGER Voll MS-DOS
Boehringer Mannheim Mannheim TIGER Voll MS-DOS
Carl Kiihne KG Hamburg SINFOS Mandantenf.
Carl Kuhne KG Hamburg SINFOS Workstation C
Convent Knabber GmbH Kdln SINFOS Mandantenf.
Convent Knabber GmbH Koln SINFOS Workstation C
ELBA Biirosysteme Wuppertal TIGER Voll MS-DOS
Ferrero oHG mbH Frankfurt SINFOS Workstation C
Gies Kerzen GmbH Glinde SINFOS Workstation A
Gillette Berlin SINFOS Workstation C
Holsten Brauerei Hamburg SINFOS A Mandant
Késerei Champignon Heising SINFOS Warkstation C
Schneekoppe GmbH Ménchengladbach SINFOS Workstation C
Schéller Lebensmittel Nirnberg SINFOS Workstation A
Stollwerck AG - Kélin SINFOS Workstation C
Zweckform Werk GmbH R Oberlaindern TIGER Voll MS-DOS
SIS Werke B il - Sinfos
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o.tel.o communications GmbH & Co.
Page 7
December 18, 1997

Exhibit B - Employee List

The relevant employees currently employed by Company:

Consultants 12
Presales 2 =
Sales 1
Support 3
System Integration 4

AALORDOC #
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o.tel.o communications GmbH & Co.

Page 8
December 18, 1997
Exhibit C - Balance Sheet
ASSETS
Current Assets
Accounts Receivable Net DM 600,000
Computer Equipment Net DM 220,000
TOTAL ASSETS: DM 820,000
LIABILITIES
Salary and Related Liabilitics DM 240,000
Software Maintenance and Support Obligations DM 60,000
Net Adjustment DM 520,000
TOTAL LIABILITIES: DM 820,000
NTBV = DM 520,000

Prepared as of November 30, 1997

Av.oRDOA)

@o14
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0.tel.o communications GmbH & Co.
Page 9
December 18, 1997

Exhibit D - Certain Customers

The Company shall provide to Sterling a list for review on or before Jan 15,
1998. Such list shall contain no more than 70 customers.
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STERLING

COMMERCE MEMORANDUM
TO: Brad Sharp

CC: Clark Woodford

FR: Pat Davis

DT: Dec 22, 1997

RE! Attached Roger Letter of Intent

Notes on the attached December 19, 1997 Letter of Intent

Section

Comments

Both sides understand that the balance sheet of Exhibit C was prepared as
best Roger could in the timeframe required, and both sides will work together
to make sure that changes to the balance sheet at closing that adjust the
purchase price reflect true changes and increased accuracy rather than
different methods.

4b

We put the numbers of employees in here for legal protection under German
law from being forced to take 31 people. Both us and Roger understand that
we will be interviewing all 31 people during the due diligence and making
offers to the 22 we want. Additionally, both us and Roger hope that we can
actually find places for more than 22, once we meet them during due
diligence. Roger views all 31 as good employees and will have good positions
to offer them if we do not have room for them. Under German law, the
employees have a free individual choice to stay with Roger or go with us.

4c

We agree not to solicit employees unless we think they are going to jump ship
to another company, then we simply notify Roger and can solicit.

wn

We agreed verbally not to start any due diligence employee interviews until
after the work council meets Jan 8". We did not put that in the written
agreement $o as not to give any power to the work council to control the due
diligence process.

Exhibit A

The exact computer hardware assets list was not available; they will get it to
us right after they return from Christmas break. We can pick and choose from
among the computer hardware assets we want to take, and the purchase price
is lowered accordingly.

Roger Letter of Intent Notes Page | December 22, 1997
STERLING COMMERCE CONFIDENTIAL
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STERLING
COMMERCE MEMORANDUM

Exhibit A | The customer list is approximate; they will get an accurate one to us right
after they return from Christmas break Related software assets like maps,
comms scripts, etc. are included under the “relevant assets” and “related
assets” language; the list will be more specific at closing.

Exhibit B | We can change the numbers and the categories before closing; this was
specific for protection for us under German law.

Exhibit C | The computer equipment calculation was an estimate. If we choose less
computer equipment, the price will go down

Please feel free to call me with any questions.

Roger Letter of Intent Notes Page 2 December 22, 1997
STERLING COWERCECONHI)XSN AL













JOHN O’ SULLIVAN

SAE

1997 Results

SAP announced preliminary figures for 1997 on 27th January 1998: Sales grew by 62%
1o DM 6.02 billion ($3.36 billion), further strengthening SAP's leading position in
cnterprise software solutions

Growth was fuelled by sustained underlying demand for enterprise-wide packaged
application software, with fourth-quarter revenues increasing 63% to DM 2.20 billion
($1.23 billion). Furopcan monetary union and ycar 2000 issues have driven further sales.

Income before taxes rose 72% to DM 1.67 billion (§932 million), while costs grew 57% to
DM 4.49 billion ($2.51 billion). Net profits for the year climbed 63% to DM 924 million
($516 million). Earniugs per share increased 62% to DM 8.86 ($4.94) (1996:DM 5.48)
per shaic on an increased number of shares outstanding (1997: 104.3 m, 1996:103 5 m).
The strength of the US dollar and other key currencies relative to the deutsche mark had a
positive cffcct on SAP's resulls. Currency effect amounted to DM 423 million (11%) on
revenue, DM 301 million (11%) on costs, and DM 117 million (12%) on pretax profits.
As at Dec 31« 1997 USS$1 = DM 1 7921

Sales of R/3 system climbed 63% to DM 3.87 billion, while total product revenucs grew
by 56% to DM 4.10 billion. R3 represents 94% of product revenues, and 64% of total
revenue. Consulting revenues incrcased 70% to DM 1.25 billion; training revenues rose
90% to DM 580 million

Sales by Continent % increase DM Sm
Furope (exc Germany) 59 137bn 764
Germany 23 1.17 bn 653
Americas 91 2.57bn 1430
Asia Pacific 66 807 m 450

Geographically, sales outside Germany represented 81% of total revenues (1996: 75%).

Sales by Category

Product 2290

Consulting 698

Training 324

Other 50
Plans for 1998:

SAPsMppeerdasc4.0wthcﬁMpilmmmonsd\ed\demnecember1997,
the new release will beoomcgmnﬂyavﬂl&blcnthemdofthencmdqum of 1998

The Executive board anticipates a 30 to 35% increase in sales in 1998, with pretax profits

Ad->n4 20/82/98 12:04 PG:




FAX SENT sv?:Tm 761471 JOHN 0’ SULLIVAN Ad->A4 20782798 12:84  PG:

growing at a similar rate, These figures arc based on careful estimates of the impact of
Fmopemmnetuyunimmdywzoooimcsongmm}gmddsommimy
about the repercussions of the Southeast Asian financial crisis.

The listing of SAP's ADRs on the New York Stock Exchange in the third quarter of 1998
is intcnded to broaden the existing shareholder base. SAP will publish its final results on
March 25 1998.

Comments

An article in the Financial Times (the leading UK/Europc business newspaper) on Jan 28th
suggested that SAP's growth could slow down abruptly in 1998 - and its shares fell after it
cautioned that the Asian crisis could hit its growth. The FT article written by Graham
Bowlcy said that SAP is now seeking to boost its international prescace by listing its
shares in the US. Busincsses preparing their computcrs for the change-over to the single
European currency and the problem of the millennium bomb gave an especially strong
impulse to demand in 1997.

But Mr Plattner, of SAP said unccrtainty about how long these special factors would
influence demand as well as the Asian crisis meant SAP expected sales and profit growth
10 slow to between 30 and 35% this year. However, analysts said SAP was probably
being 100 cautious about its prospects.

Personnel:

At the end of 1997 the company employed 12,860 people an increase of 40% from 1996.
In the US alone, SAP created! 900 new positions, for a total of 2,600 employees at the
year end. In order to leverage long-term growth opportunitics, SAP expects to increase
its world-wide headcount by 5,000 in 1998. Per capita sales based on the average
headcount for the year (11,558) rose to DM 521,000 ($290,720) (1996:DM 455,000)

Dictmar Hopp (co-founder & Co-chairman) and Dr h.c Klau Tschira announced on Feb
5th that they will tender their resignations from the Executive board at the AGM on May
7th, and wish to be selected to the supervisory board.

An article in the FT on Feb 6th said that shares fell almost 6% in late trading after the
announcement that Dietmar Hopp was stcpping down as joint chief executive in May.
The common shares fell DM13.5 within minutes of the news to closc electronic trading al
DM616.5

Henning Kagermann will replace Mr ITopp as SAP's joint chief executive. The other joint
head is Hasso Plattner, also a co-founder.
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o tel o due diligence contact st revised 1/16/98
Name Organization Phone Number Fax Number Email Address / Comment | I
Jochen Furbeth oltelo 19-6102-701-100 49-6102-701- | jochen fuerbeth@o-tel-ode ! . | o tel o man cogtact 1
Neu-Isenberg. 144 or172 91 ¢4# 750 (weTRMANY
Chnstina Terhaar otelo 49-241-5602-1023 49-211-5602- chnstina terhaan@hionmail lion de o tel o financial due diligence contact
Koln 8222
Mr Gronewald atelo 49-221-808-4170 49-221-808- otel.o HR due diligence contact
Koln 5171
Mr Poensgen otelo 49.211-474.8143 49-211-474- o.tel o legal due diligence contact
Dosseldort 8139
Chnstoph Weber otelo 49-211-5602-3210 o tel o support, mktg, sales due dibgence
Dusseldorf
Ramnier Stachels Baker & McKenzie | 49-6929-9080 49-6929-908108 agreement, legal due diligence
Frankfurt
Hannes Meckel Baker & McKenzie | 49-6929-9080 49-6929.908108 legal due diligence
Frankfurt
Carsten Holscher Hewitt Associates 49-611-928-830 49-611-261-461 | caholsch’@hewatt com HR due diligence assistance
Wiesbaden
Rainard Konig Emst & Young 49-211-93520 none financial due diligence assistance
Disseldorf
John OO’Sullivan Burton Grad 44-1932-761471 44-1932-761471 | 106142 21 13(@compuserve com techmical due diligence assistance
London
Burt Grad Burton Grad 914-631-1129 914-631-1164 burtgrad@aol com valuation writeup
Gail Froelicher ISG Pans 33-1-5393-1715 33-1-5393-1717 | gail_froclicher@ig stercomm com sales, support, mktg due diligence,
integration
Phil Dean ISG Paris 33-1-5393-1700 33-1-5393-1717 | phul deanf@ig stercomm com F&A, legal, HR due diligence
Ed Waser ISG  Columbus 614-793-7146 614-793-5000 ed waser(@stercomm com F&A, legal, HR due diligence
Cynthia Picciano ISG Columbus 614-793-7178 614-793-5000 cvnthia_picciano(@stercomm com HR due diligence
Esther McDowell [SG_Columbus 614-793-5171 614-793-5000 esther_medowell@stercomm com consulting due diligence, integration
Pat Davis [SG Ann Arbor 313-930-7821 313-930-7840 patrick_davis@stercomm com due diligence coord
Randy Harvey ISG Columbus 614-793-7174 614-793-5000 randy harvey@stercomm com techmical due diligence, integration
Dennis Bymnes SCI Columbus 614-791-5727 614-718-1510 /| denmis bymes@stercomm com agreement, legal due diligence
Karen Dover SCI Columbus 614-793-7124 614-799-6310 [ | karen dover@stercomm com financial duc diligence
Steching Commeree Confidential Page | January 16, 1998




o.tel.o Due Diligence Information

otel.o Due Diligence Schedule revised 1/16/1998

Activity Dates Location SCI Personnel o.tel.o Personnel Qutside Personnel
Legal due diligence | begin Baker&McKenzie | Ed Waser Mr. Poensgen Hannes Meckel
1712 Frankfurt Phil Dean

Dennis Bymes
Personnel 1/15-16 | SCI offices, Gail Froelicher prospective employees | none
Interviews Dusseldorf Esther McDowell

Randy Harvey

HR
Financial due begin o.tel.o offices Phil Dean Christina Terhaar Rainard Kénig
diligence 1/19 Koln Ed Waser

Dusseldorf Karen Dover

HR due begin 1/6 | Dusseldorf Phil Dean Mr. Grunewald Carsten Holscher
diligence Ed Waser

Cynthia Picciano
Support, sales, begin o tel o office, Gail Froelicher Christoph Weber none
marketing due 1/14 Dusseldorf Phil Dean
diligence
Techmical Due 1/26-27 | o tel o offices nene (guidance Christoph Weber John O’Sullivan
Diligence Dusseldorf from Randy

3™ party offices Harvey)

Integration Plan 1/27 Columbus Brad Sharp none none
Review (plans due ISG VP’s
to Pat Dawis by
1/26)
Purchased R&D 1/28-30 | Burton Grad Randy Harvey none Burt Grad
valuation
Sterling Commerce Confidennal Page 2 January 16, 1998




Author: "Randy Harvey" <Randy Harvey@ns.stercomm.com> at *INTERNET
Date: 1/20/98 1:55 PM

Priority: Normal

TO: "Burton Grad" <Burton_Grad@ns.stercomm.com> at *INTERNET

BCC: Burton Grad at Corporate

Subject: Details on o.tel.o trip

Message Contents
Burt,

Long time no see, hope things are going well.

Can you forward this to John, I must have a wrong E-Mail address as it came
back not delivered

Thanks

Randy
Forwarded by Randy Harvey/Dublin-ISG on 01/19/98

14:04

Randy Harvey
01/20/98 13:49

To: 101642.2113@compuserv.com
ce: Patrick Davis@Dublin-ISG
Subject: Details on o.tel.o trip

John,

Good talking with you. I called Pat Davis and he will be forwarding you
details of where and when. After my meetings with the group I would like to
add the following areas for your review:

1) Details on how they install and integrate the Tele-Tiger product. It
is my understanding from talking to a Friedhelm Bar that this product
actually sits within the SAP environment and provides additional support
for rolling up totals for telecommunications bills. Is it written in ABAP,
a little history on the consulting company that is developing the product.

2) How much customization is delivered with the Tiger product. A comment
was made to me concerning how much do we customize each installation of
GENTRAN, when I said we deliver commercial software as a product they
wanted to know how we could do that. This usually means they are doing a
lot of customization on their product, which they said they do.

3) Can you check into what their R/2 interface into the old SAP system is
like and what release of R/2 it supports. We have only built an interface
for R/3. Is the R/2 interface built using C-PIC?

4) They talked about an on-going project for a better monitoring system.
Where are they at with this project and what exactly does it entail

Thanks

Randy
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Subj:  Technical Due Diligence

Date: 98-01-20 15:34:43 EST

From: Patrick_Davis@ns.stercomm.com (Patrick Davis)

To: 106142.2113@compuserve.com, Randy_Harvey AT_DublindSG4@isg-ccmta (Randy Harvey AT Dublin-ISG4)
CC: burtgrad@aol.com, jochen.fuerbeth@o-tel-o.de

TO: John O'Sullivan

cc: Randy Harvey, Burt Grad, Jochen Fuerbeth
FR: Pat Davis

DT: Jan 20, 1998

John—

Your contact for the due diligence details is Mr. Christoph Weber of the
o.tel.o Dusseldorf office. His phone is 49-211-5601-3210. He will arrange
your visit with the various programmers as well as the 3rd party outside
fim

deweloping TeleTiger. The outside firm is located near Essen, which is
accessible by car or train from Dusseldorf.

Christoph is at a Sterling Commerce event for most of this week, so you can
also make arrangements through his backup contact: Jochen Fuerbeth at
49-6102-701-120.

The above contacts are on the players list | have emailed to you
previously.

| understand you and Randy Harvey have updated the due diligence checklist.
You can fax the updated list to Jochen or wherever he directs you after you
speak with him.

Feel free to call me with any questions.

Thanks,

Pat Davis

- Headers —8 ————————
Return-Path: <Patrick_Davis@ns.stercomm.com>
Received: from relay15.mail.aol.com (relay15.mail.aol.com [172.31.106.74]) by air26.mail.aol.com (v37.8) with SMTP; Tue,
20 Jan 1998 15:34:43 -0500
Received: from ns.stercomm.com (ns.stercomm.com [199.3.19.2])

by relay15.mail.aol.com (8.8.5/8.8.5/A0L-4.0.0)

with SMTP id PAA10380 for <burtgrad@aol.com>;

Tue, 20 Jan 1998 15:34:41 -0500 (EST)
Received: ns.stercomm.com

id AA14341; Tue, 20 Jan 1998 15:34:21 -0500 '

Received: by smtplink.isg.stercomm.com(Lotus SMTP MTA SMTP w.6 (462.2 9-3-1997)) id 85256592.0070FF06 ; Tue, 20
Jan 1998 15:34:13 -0500 |
X-Lotus-Fromdomain: DUBLIN-SG
Return-Receipt-To: Patrick_Davis@ns.stercomm.com
From: "Patrick Davis" <Patrick_Davis@ns.stercomm.com>
To: 106142.2113@compuserve.com,

"Randy Harvey AT Dublin-1SG4" <Randy_Harvey_AT_DublinISG4@isg-ccmta>
Cc: burtgrad@aol.com, jochen.fuerbeth@o-tel-o.de
Message-d: <85256592.0070F60C.00@stercomm.com>
Date: Tue, 20 Jan 1998 15:31:27 -0500
Subject: Technical Due Diligence
Mime-Version: 1.0

Tuesday January 20, 1998 America Online: Burtgrad  Page: 1







ABAP® Workbench

The Proven Path to Client/Server

Needs of Professional Software Who Is the Workbench designed
Development for?

At fiest glance, the range of programming tools The ABAP Warkbench can be used for modifying
currently ovailchle on the morket seems fu cover of indwvidually enhancing stondard R/3 opplico-

every need. Howavor, those on the lookout for

o dient /server opplicolion progromming etwiron-
ment foco o tougher challenge thon most. This
type of software, which is used fo support mis-
sion-criticol business processes, con moke

or break o company’s profitobility. When the
stokes are this high, o professional development
environment is essentiol for progromming and
monnging this kind of business softwore

Flexible Architecture

SAP's response 1o this chollenge is the ABAP
Workbench, the tool used to develop the entire
R/3 System. R/3, which hos met with global
occloim, leverages the dient/server structure to
optimum effect.

Cilpek objeety
[~} CWects

AT preceseres

CHEr-BU~BTL XHd

tions. Howeves, it is clso of interest fo compa-
nies looking to devslop individuol solutions
seporote from SAP stondard software with on
integroted, professional toolkit.

Experience

The R/3 dlient/server system is cumently
employed by over 4,500 customers in a variety
range of projects. The opplications, progrommed
by our customers with the ABAP Workbench,
cover the complete spectrum of business process-
os ond are doily used throughout the world.

Quotation from the German broadcasting
company Westdeuischer Rundfunk. “The ABAP
Workbench boosts the productivity and the
economic viability of our development work.”

Professional Fourth-Generation

Language

SAP’s devalopment tool is based on the business:
oriented longuogs, ABAP. The strengths of this
fourth-generation language are derived from its
high pecformonca and flexibility. Its prototyping
functionality offers maximum progromming
support.

Powerful, integrated Tools

The ABAP Workbench contoins ¢ multitude of
powerful, integrated development tools that
provida support throughout the development

process:

__ 4

ars



& Transporent: Doto models we weoted in
grophical form. Lorge dofu models con be
manoged especially eosily.

W Consistant: The octive ABAP Dictionary is
the developer’s central point of reference.
The ABAP Dictionory and the development
tools ore seomlessly integrated.

W Comforiable: The ABAP Workbench contoins
0 host of graphicol elements for quickly and
eosily designing aftroctive screens ond menu
bars stote-of-the-ort.

= Ropid development progromming:

The editor helps developers make fight
work of their programming, with such
funtfionalily os outomatic synlox correction
ond outo-matic insertion of preprepored
program templates for oll bosic commonds.

W High quality: Developers can sosiy
chack the quality of their softwore with
the powsrful testing taoks.

§ Workflow included: The SAP Business
Workflow® packoge, designed to help you
optimize your business processes, is on
integral part of the ABAP Workbench.

Reusable Function Modsles

The ABAP Workbench contoins on extensive
Wbary of reusable function modules. These
modules represent functions for various business
needs, e.g. foctory colendars, currency conver-
sion, ond grophics. Programmers con write
teody-fo-run softwars just by using these
modules olone.

Easy Object Managing

Al development objects ore emsily manoged in
the ABAP Repository. For information such as o
where-used list for ol objects, developers
con consult the ABAP Repository Information
Systom, which delivers reaHime dota from
ocross R/3, thus ensuring transparency of all
software components.

SAP Mowdomortors: SAP AG = PO Bor 1457 - L9108 Wolded + Carmayy
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Optimizing Performonce

The performance of companywide business
saftware is crucial. Professional developers are
not therelore just responsible for the opplicalion
logic, but are iso concemed with system
performance optimization.

B Tools ollow o detoiled onalysis of the
dotabose interface

W Graphicol reports show the resources used
by individuol commonds and operations.

Developing as a Team

(lient /server development prajects ore usually
handled by teoms of developers. SAP provides
support thiaughou! the entire development
process, from project organization through imple-
menlation. The ABAP Workbench ensures thot oll
the development work is carried out properly,
eosily, ond emor free. Changes 1o objects ore
precisely documented and registered. Version
management olso lets you trock and compore
changes, and reactivate previous versions.

CBEP-B9.-814 Xdd
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Open Commenication

The SAP techaclogy infrastructure enablas eosy
commundcation with other systems. Especially
Remote Funchion Coll ond OLE ensure smooth
program-fo-program communication.

Easy to Learn, Easy to Use

Using the ABAP Workbench is child's ploy. With
shuctured roining plons ond o detailed online
help function, you can be working productvely
with the tool in no fime at oll, exploiting oll the
odvantages offered by the user-friendly tools,
inuitive GUI, ond extensive navigation capabiliy.

Entirely Platform-independent

The ABAP Workbench supports all high-end
operofing systems, dotobases, ond front ends,
ensuring that your investments ore protected.
Applications developed on one platform run
effortlessly on others — maoning that if your
company wants to change its hardwars, it con,

Please do not hesitate fo get in touch with us
if you would fike ony further information.
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Chapter 14

Distributed Applications, EDI, the IDoc
and Workflow

EDI Messages and Workflow Management

EDI (Electronic Data Interchange) is the clectronic exchange of structured
data between different applications (for example, SAP applications and ex-
ternal systems). Consequently, it is the appropriate technology for processes
across applications.

Classic examples for using EDI arc customer-supplier relationships
(purchase orders/orders and invoices) as well as “supply chain manage-
ment.” Supply chain management is the request for and supply of goods and
services along the entire value-added chain.

Fig. 14-1: SAP-EDI Interface and Services

SAP's EDI architecture Is built on three pillars:
Q EDI-capable applications

QO EDI interface

Q EDI subsystem (converter)

Since Release 2.1, SAP Intermediate Document (IDoc) has been the standard
interface for data exchange through EDL The transformation of application-
related data (offcr, purchase order) into Idols Is the central task of the EDI
interface. Outgolng documents arc transferred as Idols to the EDI subsystem.
The EDI subsystem converts the [Doc into an EDI message defined by the
partner profile and controls transmission o the addressee. EDI converters
are offered by a number of different supplicrs.

To ensure that these products arc compatible with IDoc, SAP conducts a
certification process for EDI converters using cooperation agreements.

il CREP-B9L-BTL X4 iars
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SAF Business Workflow is extremely important regarding EDI. particularly
to incoming TDoc processing. Combining the two concepts offers long-range
advantages for structuring business processes across companies:

O  The use of EDI provides a high measure of automation in the transfer of
business data. To use this benefit internally, SAP Business Workflow of-
fers a suitable solution by largely automating and substantially acceler-
ating the subsequent steps.

QO Handling and detecting exception and error conditions in incoming
Idols is substantlally facilitated by automatlc start-of-workflow tasks for

post processing.

Q Additional company-specific requirements are easily implemented
through workflow constructs (for example, checking before and after

processing).

The R/3 IDoc

The use of the EDI Interface Is not limited to the classic application cases
listed above. SAP alsc uscs the [Doc structure to provide a unique interface
for data exchange with desktop applications such as MS Excel and MS
Access.

Other examples range from linking various electronic-form systems 1o inte-
grating the World Wide Web (WWW) with integrated business processes.
SAP even uses the [Doc interface Lo provide information through the WWW.
This facilitates receiving and processing orders converted to HTML forms.
This type of scenario is particularly useful and practical for non-critical
gouds (informational material, catalogs, samples) destined for a large,
anonymaous Larget group.

Workflow Support for Distributed Applications (ALE)

The ALE concept (Application Link Enabling), which is available with R/3
Release 3.0, supports installation and operation of distributed applications. It
comprises an administratively controlled message exchange with consistent
data holding in loosely linked SAP applications. Applications are not inte-
grated through a central database but through synchronous (request) and
asynchronous (data exchange through 1Doc) communication.

Therefore, ALE is SAP's answer (0 the ever stronger development of internal
customer-supplicr relationships due to the Increasing Independence of indi-
vidual business areas

RS r-B89.-81L X4 1ars




With ALE, workflow ensures flexible processing of outguing and particu-
larly incoming data. Successful transfer of an IDoc to a system is followed by
input processing on the ALE level which includes these steps:
0O  version management

segment flitering

=]

Q field conversion
O transfer to the application
Q

posting in the database

Pig. 14-2: ALE and Workflow

For the last two steps, transfer and posting, the following scenarios are
provided:

O Direct call-up of a function module from the application o post the
IDoc. In error situations, a workflow to Initiate manual post-processing
is automatically called up.

Q Posting of the IDoc requires a sequence of several Individual steps. A
workflow task (multi-step task) Is started to coordinate and control the
individual activities.

O  The IDoc Is posted in a single step. The workflow started for this pur-
pose Is a single-step task.

Consequently, SAP Business Workflow and ALF complement each other in
the support of distributed scenarios. While ALE establishes the business
context of distributed applications and organizes the transfer of the corre-
sponding object contents, Workflow has the task of continuing this flexibility
within a system and ensuring detailed exception processing.
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L' \ = STERLING COMMERCE

FOR IMMEDIATE RELEASE
May 1, 1998

1Q & A About the Acquisition
Sterling Commerce Completes Acquisition of o.tel.o Communications' EDI Business Unit in Germany

COLUMBUS, OH -- May 1, 1998 -- Sterling Commerce, Inc. (NYSE:SE), today announced the
completion of its acquisition of the electronic data interchange (EDI) software and services unit of o.tel.o
Communications GmbH & Co., of Duesseldorf, Germany. Effective immediately, Sterling Commerce will
begin servicing o.tel.o’s 440 German customers, providing ED], electronic commerce (EC) and Web
commerce solutions and consulting services.

Effective today, 23 o.tel.o employees become Sterling Commerce employees in Germany. Sterling
Commerce now has over 70 employees and more than 800 customers in Germany giving it a leading
market position in the EC, EDI and Web commerce software and services market.

“The acquisition of o.tel.o’s EDI software and services unit continues Sterling Commerce’s strategic plan
to expand its global presence and more effectively service our customers globally,” said Wamer Blow,
president and CEO of Sterling Commerce. “We’ve also gained a valuable asset in our employee base and
we look forward to continuing to provide best-in-class EC, EDI and Web commerce solutions."

The expanded partnership will provide German-based customers with integrated EC and
telecommunications solutions through Sterling Commerce’s portfolio of enterprise EC solutions and
o.tel.o’s telecommunications offerings.

"The partnership with Sterling Commerce, a worldwide leading provider of electronic commerce
applications, allows us to offer seamless EC and telecommunications solutions to our customers,” said
Helmut Huber, head of o.tel.o’s key account division.

About o.tel.o

o.tel.o is the telecommunication company of RWE and VEBA. The company’s aim is to become the
leading challenger of Deutsche Telekom. Already today, o.tel.o has over 3 million customers in the areas of
cellular phones, Miniruf, cable-TV and Internet services with over 800 key accounts. The company aims to
have revenues of around 9 billion DM by the year 2005 (excluding E-plus). This represents, depending on
the market sector, a market share of 12 to 17 percent. To reach this objective, o.tel.o will invest 7 billion
DM (including E-Plus) and will create 10,000 new jobs in the coming years.

About Sterling Commerce
Sterling Commerce is a Jeading, global provider of business-to-business electronic commerce software and
value-added services. The company is ranked eighth on Forbes magazine’s list of the Best-Performing

Small Companies in America. Also, The Red Herring, a magazine, which covers the business of
technology, named Sterling Commerce as one of the five Best Long-Term Potential technology companies.

05/04/98 16:31:49
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Sterling Commerce has been providing electronic commerce solutions for over 20 years, and has 36 office
locations and more than 40 distributors worldwide. Sterling Commerce has over 37,000 customers and
1,700 employees worldwide, and 1997 revenues of over $350 million. For more information, visit the
Sterling Commerce Web site at www.sterlingcommerce.com.

This news release contains certain forward-looking statements concerning Sterling Commerce that reflect
the current views and expectations of Sterling Commerce with respect to future events. It also contains
forward-looking statements concerning o.tel.o that reflect the current views and expectations of o.tel.o with
respect to future events. Such statements are subject to certain risks, uncertainties and assumptions. Actual

results and events may vary significantly.

20f2 05/04/98 16:31:50
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| Press Release |

Questions and Answers
Sterling Commerce Completes Acquisition of o.tel.o Communications’ EDI Business Unit in
Germany

1. Who is Sterling Commerce?

Sterling Commerce is a leading, global provider of business-to-business electronic commerce software and
value-added services. The company is ranked eighth on Forbes magazine's list of the Best-Performing Small
Companies in America. Also, The Red Herring, a magazine which covers the business of technology, named Sterling
Commerce as one of the five Best Long-Term Potential technology companies. Sterfing Commerce has been
providing electronic commerce solutions for over 20 years, and has 36 office locations and more than 40 distributors
worldwide. Sterling Commerce has over 37,000 custorers and 1,700 employees worldwide, and 1997 revenues of
over $350 million. For more information, visit the Stering Commerce Web site at www.sterlingcommerce.com

2. Who is o.tel.o?

o.tel.o is a division of the large German telecommunications company of RWE and VEBA. The company’s aim is to
become the leading challenger of Deutsche Telekom. Already today, o.tel.o has customers in the areas of cellular
phones, pagers, cable-TV and Internet services with over 800 key accounts. The company aims to have revenues of
around 9 billion DM by the year 2005 (excluding E-plus mobile services). This represents 3% depending on the market
sector % a market share of 12 to 17 percent. To reach this objective, o.tel.o will invest 7 billion DM (including E-Plus)
and will create 10,000 new jobs in the coming years.

3. What part of o.tel.o’s business and product line did Sterling Commerce acquire?

Sterling Commerce will acquire the sales, support, services and development employees from o.tel.o's DOS and
UNIX EDI software business unit. o.tel.o and Sterling Commerce have had a business relationship since September
1996 and in June 1997, o.tel.o began reselling the GENTRAN:Server product. o.tel.o recently decided to focus on
their core telecommunications business and sell their EDI software business unit 10 Sterling Commerce.

4. When is the acquisition effective?

The acquisition is effective May 1, 1998, The integration of the two companies and the products will continue over the
next few months.

5, How will Sterling Commerce benefit from the acquisition?

This acquisition has many benefits for Sterling Commerce. To begin with, it strengthens Sterling Commerce in the
German and European marketplace. Sterling Commerce will acquire certain assets of o.tel.o's business and begin
servicing approximately 440 German customers, providing EDI, EC and Web commerce solutions and consulting
services. In addition, these customers will have access to Sterling Commerce's portfolio of enterprise EC solutions to
complement their current EDI products.

Of course, the most valuable assets for Sterling Commerce are the employees gained from the 0.tel.o business unit.
A total of 23 o.1el.0 employees will join the GENTRAN team in Disseidorf from development, services, sales and

05/04/98 16:32:28
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support areas.

6. What advantages does the acquisition offer o.tel.0?

o.tel.o is very competitive in the German telecommunications market. This acquisition allows o.tel.o to dedicate its
resources on their core voice/data telecommunications business. Meanwhile, Sterling Commerce will continue to
provide o.tel.o’s EDI customers with strong EDVEC solutions.

7. What is the location of the German office?

Sterling Commerce GmbH
Uerdinger Strasse 90
40474 Disseldorf Germany
Tel: +49-211-43848-0

Fax: +49-211-43848-111

(Post Office Box address)
Postfach 10 48 27
40039 Dosseldorf Germany

05/04/98 16:32:29
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Subj:  Roger

Date: 98-01-16 13:20:19 EST

From: 101642.2113@compuserve.com (John O'Sullivan)
Sender: 101642.2113@compuserve.com (John O'Sullivan)
To: burtgrad@aol.com (Burton Grad)

Burt,

1. Your fax recd today, thank you. This is helpful as it helps me to
understand the overall strategy, eg integration with Sterling Germany.

A few points:

- There is a reference to a help desk. | should check that out. Perhaps see
it. What tools do they use ? Any logs of call completion rates, queues, etc

-There is a reference to a pricelist. | assume someone else is checking
whether this is actually used, or do they give discounts.

-The Alliances. How formal ? Is there a contractual document and what does
it cover ? Does it sunive change of ownership ?

4ncidentally, | have been told that formal SAP accredidation is hard to
get, and SAP check rigourously before so awarding. We should whether they
have this formal recognition.

-The paper refers extensively to the staffing matters, and integration with
SC Gemnany. Someone else dealing ?

-Roger claims that the customer base is "largely happy”. Should we attempt
any independent valuation of that ?

-Why did Roger acquire from Lion, and why are they now disposing ?

-The last slide refers to integration with X400 and (European) EDI.
Somebody should als worry about Intemet integration. There is a trend for
Intemet e-commerce to replace formal EDI, especially at the lower PC end,
which is the bulk of their customer base.

2. | have had a call from LON BAUGH, Director of Taxation at Sterling
Corporate. They wish to split the purchase between Sterling BV in Holland
and Sterling GmbH in Germany. He has asked if | could also assist with the
allocation of the consideration between the two elements, without
detracting from my prime task of Technical DD. | think | could do that (

| am a Chartered Management Accountant here in the UK ). | think the
additional work could probably be done back here in UK.

3. No direct contact with Randy yet. | am awaiting him to return my call.
4. Still tracking a suitable programmer. In fact, | have three separate
trails on the go, but proving elusive as yet,. Will keep on this rest of
today, and over weekend if necessary.

5. Your hand-written note mentions “one page (assetts)". Did you send that
? Cant see it.

6. Availability for discussion, in UK times:

Fridey January 18, 1998 America Online: Burtgrad

Page: 1
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Subj:  Project Roger

Date: 98-03-24 06:43:45 EST

From: 101642.2113@compuserve.com (John O'Sullivan)
Sender: 101642.2113@compuserve.com (John O'Sullivan)
To: burtgrad@aol.com (Burton Grad)

Burt,
Firstly, thank you for remittance received a few days ago. Most welcome.

What progress on the acquisition ? Still going on ? | had a telephone
message a couple of days ago from Astrid Lamberts, the TeleTiger lady, but
| have not responded. They are all busy this week at CeBit, the major
German trade show.

Hope we can speak this week, but | am out and about a good bit.
JOHN

- ———— Headers ——M8 ——
Return-Path: <101642.2113@compuserve.com>
Received: from relay19.mx.aol.com (relay 19.mail.aol.com [172.31.106.65]) by air09.mail.aol.com (v40.16) with SMTP; Tue,
24 Mar 1998 06:43:45 -0500
Received: from dub-img-8.compusene.com (dubimg-8.compuserve.com [149.174.206.138])
by relay19.mx.aol.com (8.8.5/8.8.5/A0L-4.0.0)
with ESMTP id GAA15760 for <burtgrad@aol.com>;
Tue, 24 Mar 1998 06:43:44 -0500 (EST)
Received: (from mailgate@localhost)
by dub-img-8.compuserve.com (8.8.6/8.8.6/2.10) id GAA11406
for burtgrad@aol.com; Tue, 24 Mar 1998 06:43:43 -0500 (EST)
Date: Tue, 24 Mar 1998 06:42:10 -0500
From: "John O'Sullivan" <101642.2113@compuserve.com>
Subject: Project Roger
Sender: "John O'Sullivan" <101642.2113@compuserve.com>
To: Burton Grad <burtgrad@aol.com>
Message-D: <199803240643_MC2-37C4-9EF5@compusere.com>
MIME-Version: 1.0
Content-Transfer-Encoding: 7bit
Content-Type: text/plain; charset=us-ascii
Content-Disposition: inline

Tuesdey March 24, 1998 America Online: Burtgrad ~ Page: 1
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/ FAX TRANSMISSION
| BURTON GRAD ASSOCIATES, INC.
235 Martling Avenue, Tarrytown, New York 10591

(914) 631-1129 Fax: (914) 631-1164
Date: March 13, 1998 No. Pages including cover page: 1
To: John O'Sullivan

From: Burt Grad

Subject: Roger Valuation

n about you. I didnot have the data I needed, but I do have it now, so I will be in
onday, March 16.

John, I haven't fo
touch with you o




Date:
To:
Copy:
From:

Subject:

BURTON GRAD ASSOCIATES, INC.

235 MARTLING AVENUE
TARRYTOWN, NEW YORK | OS9 |
©14)631-1129 Fax: (©914) 631-1 164
CC:MAIL BURTON GRAD@CORPORATE

February 27, 1998
Ed Waser
Randy Harvey

Burton Grad m s

Roger Financials

Can you or Phil Dean fill out the attached spread sheet giving me 1997 calendar year data for Roger
assets being acquired? I'd prefer the values in US$, but will do the conversions for DM if you give
me the conversion rate.




Historic Data Needed -- 1997

Tiger
DOS

Tiger
UNIX

Comm.
Util.

Tele
Tiger

Other

Total

Revenues for 1997 (DM or USS)

Hardware Sales

Hardware Maint.

Software License

SW Maint. & Svcs

Consulting Sves.

Total Revenues

Costs for 1997

COGS

Hardware Sales

Hdwe Maint.

SW License

SW Maint.

Consulting

Total COGS

Operations

Sales/Mktg

Dev. in-house

Dev. 3rd pty

Support/Maint.
in-house

Support/Maint,
3rd party

Cons. Svcs.

G&A

Total Operations
Costs

Total Expenses

Operating Income

3754
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L‘l | BURTON GRAD ASSOCIATES, INC.

235 MARTLING AVENUE
TARRYTOWN. NEW YORK 10591
1914) 631-1129

(914) 631-1164 FAX

January 21, 1998

Mr. John Blaine
Sterling Commerce, Inc.
4600 Lakehurst Court
Dublin, Ohio 43016

Dear John:

At your request, Burton Grad Associates, Inc. (BGAI) would be pleased to perform a valuation
of the intangible assets obtained by Sterling Commerce, Inc. (SCI) in its acquisition of certain
assets from "Roger" (code name), a Germany.-based communications company.

The Roger assets consist of software and technologies related to use of EDI, specifically in
Germany.

The technologies incorporated in the existing Roger products and other technologies under
development by Roger will be of significant value to SCI/ISG in its future software plans for
European markets. The technologies will apply to various countries in addition to Germany.

BGAI has been requested to determine the value of the products and technologies acquired by
SCI/ISG from Roger. These assets may then be capitalized or written off as of the acquisition
date according to appropriate FASB and other accounting rules.

SCI wishes to retain BGAI because of its extensive experience over the last 17 years in valuing
software companies and their assets. BGAI will perform this independent valuation, using
generally accepted valuation techniques. These valuations may be used by SCI to support
financial (book) capitalization/amortization and in-process technology write-offs.

In addition, BGAI will determine the fair market price for the international marketing rights to the
Roger products and technologies.

CONSULTANTS ON SOFTWARE
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January 21, 1998
Page 2

Work Plan

BGALI will perform this valuation study following these steps:

1. SCIISG will collect materials related to Roger and SCI/ISG as specified by BGAI which will
provide the basis for the valuation study. An initial list of materials requested is shown in
Attachment A.

(38

BGAI will examine these materials and conduct telephone interviews with selected SCI/ISG
and Roger executives to obtain information not available from the source materials or to
amplify or clarify these materials.

3. BGAI will use selected valuation methodologies (principally net present value of projected
cash flow; possibly actual or reconstruction costs of technologies, etc.) and analyze materials
and interview notes so as to construct the valuation models needed.

4. For these models, key valuation factors will be determined including customer revenues,
operating costs, maintenance renewal rates, NPV factors, projected tax rates, etc. Using
these factors, the recommended product and technology values will be determined.

5. A valuation report will first be delivered in draft form to ensure that all information is accurate
and complete and that the logic and calculations used are clear. Then the final report will be
prepared and submitted, including appropriate appendices.

6. A separate report will be prepared to describe the process used and results determined for the
fair market value of the international marketing rights for the acquired Roger assets.

Staffing

The principal valuation work will be performed by Burton Grad. John O'Sullivan, a BGAI
Associate, may assist in the technology and market assessment activities. No other BGAI
Associates will be used without prior approval by SCI/ISG including approval of assignments and
rates. Grad's professional profile is enclosed as Attachment B-1. O'Sullivan's profile is
Attachment B-2.

SCI/ISG and Roger will assign liaison people to work with BGAI to provide financial, market,
organizational and technical information as required.

Schedule

SCU/ISG and BGAI will agree on a specific time schedule for the valuation study. It is BGAI's
current intent to complete the valuation by February 15, 1998. Meeting this schedule will depend
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Mr. John Blaine I
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upon timely availability of the source information and prompt interview responses by SCI/ISG and
Roger personnel.

Confidentiali

BGALI will treat all information received and developed as confidential to SCI/ISG and not
disclose this information to any third party without prior written authorization from SCI/ISG.

Costs and Payments

The SCI/ISG valuation project will be performed on a time and expense basis. Burton Grad's
consulting rate for this work is $2,500 per day. John O'Sullivan's rate is $1,500 per day. From
the information currently available to BGAL, it would appear that the project will require
approximately 5-7 days of consulting services, assuming that no on-site meetings are required and
that there are no substantive changes in the scope of the project. The total fees are estimated at
$15,000. SCI/ISG will be informed in advance if the projected costs may exceed this estimate.

Authorized expenses including travel, telephone, facsimile and express delivery charges will be
invoiced at cost. These will be minimal (under $500) since there are no on-site meetings planned.

On completion of the study, the total fees plus expenses will be invoiced and are payable within
fifteen days of receipt.

If the above project description is satisfactory, please sign below and return a signed copy to
BGAL

Sincerely, Accepted for: Sterling Commerce, Inc.

Burton Grad by
President signature

Enclosures
BG:3700 title

cc: Lon Baugh
Dennis Byres date
Ed Waser
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|
Attachment A

liforniattb R sitired for Pred { Technologies Valuati

List of principal Roger customers for preceding three years and the revenues from each of
these accounts for each year :

Analysis of Roger installed base including installation dates, maintenance status, platforms
Financial statements for Roger and SCI/ISG for the preceding three years

Effective SCI/ISG tax rate (federal and state) for budget purposes as of the acquisition date
Cost of money for SCI/ISG as of acquisition date

Organization chart for Roger, with number of employees by function

Marketing materials for Roger offerings and services

List, description, size and market share of principal competitors to Roger and SCV/ISG

SCVISG acquisition analysis materials for Roger

. SCI/ISG business and strategic plans for Roger products and technologies including planned

products, types of services, pricing, development projects, etc.

. SCU/ISG sales, marketing and support plan for acquired Roger products and customers

. Technical analysis of Roger and relevant SCI/ISG products and in-process development

activities in terms of applications, industries and system functionality

. SCUISG technical plans for utilizing and incorporating acquired Roger technologies in future
or in enhanced SCI/ISG products and services




JOHN O’SULLIVAN BSc FBCS CEng FCMA

Thames Communications

+44 (0)1932 761471 TelFax 119 The Avenue
+44 (0)850 706246 Mobile Sunbury on Thames
101642.2113@ compuserve.com Middlesex TW16 SEQ
johnosullivan@msn.com UNITED KINGDOM

John O'Sullivan is Managing Director of Thames Communications, an independent

). ondon based consultancy in Telecommunications and Information Systems strategy and
business development. Thames Comnunications is particularly focused on assisting
Telecoms and 1T companies to develop their European and global business strategies.

Formerly, he was Director Information Technology at BT, responsible for IS strategy,
policics and plans, relating the exploitation of IT to achieve business bencfits. He was then
seconded to the UK Department of Trade and Industry as Industrial Advisor Telecoms,
with particular responsibility for developing and promoting UK strengths in telecoms
sofiware

Before that, he spent over 20 ycars in Information Systcms at British Acrospace, with
other responsibilities for Facilities, Business Planning and Human Resources, becoming
Personnel and Resources Director at BAe Military Aircraft Ltd.

John is a Council Member of the IT Industry Training Organisation, an Advisory Director
of the Furopean Software Institute (m Bilbao), Chairman of the Real Time Club, and a
member of PITCOM (Parliamentary IT Committee). Previously, he was Chairman of
STARTS (UK industry programme for software proccss improvement), Vice-Chairman of
118 (European Telcos IS association), and Council Member of EURIM (a Parliamentary
bricfing group for Furopean TS matters).

Recent projects have included:
o Informix Sofiwarc - Business development strategy for Furopean/Global telecoms, and
Segment Manager for Data Warchousing in Telecoms
e Opta Consulting - Business Development in Europe
e BT - Entering a new business area
e Thames Valley University
- IT strategy, Managing 1T, selection and contracting, Bus devel.

e LondonLink - Project Director of 2 CBI initiative to create an advanced
communications service, involving a major ITT

e JIITO - Study for D/EE into UK imfrastructure for IS skills, and creation
of Alliance for Information Systems Skills

e DIl - Led a £1bn telecoms development project in central China

Lcgal & Trade - Interim IT Director, fixing scrious supplier and organisation issues

Attachment B-2
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JOHN O'SULLIVAN Bsc FBCS CEng FCMA

119 The Avenue Sunbury on Thames Middlesex TW16 S5EQ
Tel/Fax 01932 761471 Mobile 0850 706246

Experienced Director with proven track record in very large scale
multi-function management: Strategic Planning, IT, Personnel,
Facilties. Telecoms and Aerospace industries, with DTI exposure.

lanined and managed major change-management programmes. Led
industry analysis, national policy and major international business
development for UK Telecoms.

integratiny straregic planning, lcading teams In business analysis, formulating
Lusiness plans, umplemcnting major organisational change and cost raduction.

Dirccting Corporate I1  Stractegles; Applications, date and technical
@t hitcctuies and operations! strategy: Controlling Group-wide large ascale
Systwins develcopment. operations and exploitation of business benefits.

Ditect,ng the Human Resourccs function across 6 multi-site, multi-skilled

company. with overseds opararions. Exacutlve resource developmcnt, workforce
rebalancing, employce communications.

Planning, budger:ng and controlling extensive property development, facilities,
cdpital investment and all support scrvicas.

Umterstunding cf political and public policy processes; public affalrs skills.
Inrernal and cxternal communications, publications, presentations. TV.
QUALIFICATIONS opic Matlematics (llons 2:1) Univeraity College Tl.ondon

FACS Fellow of British Computer Sociely

CEng Chartered Engineer

FCMA Fellow, Chartered Institute of Managemcnt Accountants

CAREER BUMMARY

1993-9S Industrial Advisor Telecoms Dept of Trade & Industry
1993-32 Direcctur Corporata Programmcs & Infrastructure BT

1990-93 D!iector !aformation Technology BT

1387-30 Personncl and Resources Director BAe Military Aircraft Ltd
1906-87 FResources Director BAe Military Alrcrafi Div
1984-86 Executive Dliiector Resources & Computing BAe Weybridge Division
1974-34 Management Se:vices Manager British Aerospace Kingston
1972-74 Sy<tems Manager Hawker Siddeley Aviation Kingston
1969-71 A<er Systemn Manuger-Finance Hawker Siddelay Aviation Kingston
1966-69 D&M Analyst. Yachnical Analyst Hawker Siddeley Group
INDUSTRY BODIES e = current

STARTS Cha)i1man UK Industry Programme for Software Process Improvement
ETIS Yice-Chaia European Telcos IT (Brussels)

1T *» Counci! Intormation Technology Industry Training Organisation
PURIM Count 11 tEuropean Informotion Markets

0 ¢ Advisury Bd  Europcan Software Institute (Bjlbdbao)

BCY Vice -Chals London and Kingston Branches

e Vice-rhair Real Time Club

PERSONAL Br:itish. Age S0. DoB 28/4/45. Married, 3 adult children.
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Industrial Advisor Telecoms Dept of Trade & Industry Aug 93-May 95

Scconded by BT at Govt request to create national strategy to develop and promote
telecoms soflwarc ss a UK jndustrial strength.

Developed and published first ever analysis of Telecoms Software sub-sector
Led re-education in Telecoms of Govt export promotion machine

Produced UK Telecoms brochure and directory for worldwide export promotion use
Export promotion in Nordic area, Indi{a: led £1b consortium project in China
Launched UX !ndustry progrommc for Software Process Improvement - STARTS

BT (British Telecom) - - saet ‘Nov:90-May 95
World's fourth largest telecoms operator. £13bn turnover. 150,000 people.
Ambitious customer service, product innovation, employec  reduction,
internationsl cxpansion, 8ll exploiting advanced technology.

Director Corporate Programmes and Infrastructure Apr 93-May 95

Additional responsibility for programme management Of Corporate Resesrch
Programma. €55mpa. Defended and rebalanced programme

Director Information Technology Nov 90-Mar 93
Responsible for overall strategy for IT throughout BT, working with business
Divisinns to ensure business benefit, and with IT units providing services.

£1L IT spend. 7000 IT srarf.

Led business revjew to create Top 10 business-led applications strategy and
spplications srchitlecture

Developed technicsl architectura with European and international collaboration
Drove open-systems strategy and softwarae engineering thrust
Introduced IT planning process, linked to Corporate Strategy/Plsnning

Led office syslems programme in emotional environment, inter-coperating numerous
disparate systems, and introducing next-generation open-systams facilities

Rationalised PC hardware and software procurement installation and service
Establirhed real IT protection: Security/Disaster/Dats Protection

Additional responsibllity (June 92) for Corporate Architecture and Standsrds
Progrommc. £20mpa. Reduced and rebalanced spend.

Obtained ISO 9001 certification for IT Unit st first attempt




BRITISH AEROSPACE MILITARY AIRCRAFT LTD -0~ : =~ o= 1966-90
(1b revenue. J0000 employees. 8 major UK sites. International oparations.

Personnel and Resources Director 1987-90
Accountable al Board level for: business planning and operations stretegy; HR
function, faciliries development / capital invastmont; IT function.3700 staff.
Planncd and led stratcgic chenge. resulting in savinge of £300m. over 6 years
through site closures. rationsllisarion, restructuring, personnal reduction and

relocation, leading TO re-organisation of the business as subsidiary company

Led Lusincer plauning processes including misaion statcment; product strafagies;
teutmoluyy, facilittes, IT, manpower plans; commynicated Plan to all levels

irccted Trade union negoullutions with far-reaching working practice changes

Initieted and nanaged capital investmsnt programme of £60mpa, aenhancing and
modernising sites, bulldingd and tacilities, with appreisal and asudift

Sutitained and led long-run total integrated applications development programma
on 8 Co.porate bosis., and steerad implementation. IT spend £73mpa. 600 staff.

Resources Director Military Aircraft Division 1986-87

Completed Weybridge plant closure with transfer of sssets from 1.5m sq ft end
releasa of 90 acres for property redevelopment

Cunisu) tdared computer centres, switchcd suppliers, led top-level supplier
negotiationg On product requiramonts, prices, and leases

Execullve Director Resources & Computing, Weybridge Div 1984-86

Lstablixned the Focililies and IT strotegles of new Division of 7 sitos with §
compuler centics.

fornulared “The Woy Ahead®, thc firzt BAe integrated Divisional Plan
Planned and implementcd thc amalgamation of two major plants

Led e plenning of Weyb:iidge clocura, with innovative programmc of staff
tedeployment snd job creation, to achteve undisrupted relocstion of work

Management Services Manager, Kingston 1974-84

Developed and implemented comprehcnzive range of advanced aseronautical,
manufactuting, flnanciol and commercial systoms

Maiiuyed the Jrowth of one of the laigest UK computer centres: IBM, TCl. and DEC
Specified and intioduced new telecoms network.

Stafl Cureer development from 50-125, ploncering grading and salary structure

Led Divisional Efficicncy lmprovement Campoign, oliminating 300 jobs.
Systems Manager Hawker Siddeley Aviation, Kingston 1972-74
Asst Systems Manager-Finance 1969-71

Technical Analyst / O&M Analyst 1966-69

Attachment B-2
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Date: February 3, 1998 T ERSoNA L

To:

Pat Davis

Copy: Burton Grad

From: John O'Sullivan

Subject:  Some Comments on Personnel

3718

The activity comes across as a small but very professional software operations. They know
the German EDI marketplace intimately.

Although this did not show in any specific way, the management team must be overstretched.
The boss has just left. The acquisition has created uncertainty and even more work. A new
product is at the critical acceptance point.

The Acting head, Christoph Weber, is providing visible leadership. He seems to inspire
confidence in his colleagues. He has a calm, pleasant manner, and a mature approach to the
software business. He is currently occupying three positions.

Klaus Spiegelberg and Udo Bongards are the middle management of the Consulting/Projects
group. They both appear as capable, knowledgeable managers. Klaus is currently holding two
positions. Udo is more obviously “techy”.

Astrid Lamberts is clearly the mainstay and driving force of the TeleTiger product. She has a
strong personality, very articulate, clear in what she wants, and seems capable of getting it.
She should be retained if at all possible.

She is very capably supported by Friedhelm Bar, who has led the TeleTiger QA, involving
intensive, careful work over long periods. His technical knowledge of the product is
unsurpassed, and he too should be retained.
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A T PN, (R Y D N O O
Revenue Calculations - Tiger

4/1/98-

(Fiscal Year ends 9/30) CY |6mos.FY| FY FY FY FY | 9/30/02

($000) 1997 1998 1999 2000 | 2001 2002 | Total

Tiger/DOS
New Software Sales
Software Maintenance
10 | Related Services

11 |Total Revenue 0 R0 0

Wi IND|| sl |-

looolol

|
{
|

13 | Tiger/Unix ol |
14| New Software Sales i &l | |
15| Software Maintenance
16 | Related Services =T
17 | Total Revenue g THI|E g (7] P 0

|

|

\

‘ ‘
lolololo|

19 |Tiger/NT

20| New Software Sales 0
21| Software Maintenance | 0
22| Related Services Ll Ao 20}
23 |Total Revenue g 0 0 0 0 0 0| 0

25 |Tiger Total W e
26 | New Software Sales y [
27| Software Maintenance |
28 | Related Services
29 [Total Revenue

|

e

.

|
olololo|

o

o
o
.

)
o
o

31 |Total 0]
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A P PR L - o M T R T
32 Revenue Income Model - Tiger
33 [ o YR X190
34 |(Fiscal Year ends 9/30) CY |[6mos.FY| FY FY FY | FY | 9/30/02
35 |($000) 1997 1998 1999 2000 2001 | 2002 | Total
36 &l 1
37 |Revenues P[] )
38| New Software Sales 0 0 Dlwilg® OF. 7 - A0l 2.0 0
39| Software Maintenance 0 0 0 QIR T 4 ImA01 0| B
40| Related Services 0 0 0 ) (| 0 0]
41 |Total Revenue 0 0 0 0l 0| 0/ 0
42 |
43 |Operating Expenses = 'fﬁ \ i i
44| Sales & Marketing Rate .20 20 15 10| 10| L
45| Sales & Marketing | 0 0 0 ‘o] * R0 N0
46| Technical Rate [ P T L T 15| i
47| Technical 0 0| < I [P 0
48| G&ARate e 15 A5 18] A5] ]
49| G&A =] g = =q[c7 o 0 0
50 |Total Expenses (s T 0| 0| 0| 0
51 |
52 |Operating Income A o e E S| | .
53| Pre-tax 0| 0| 0 0 0 0
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E |

Fi. |

Client name Ay

Assumptions

Taxrate

37

Cost of money

.085

6 months

($000)

1998

Operating Income

NPV Calculations

Taxrate

Tax

After taxincome

NPV factor I

NPV
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A Bl ¥Co [0 e Ak B a GO0 [Pl
1 Revenue Calculations - Tiger
2 1 L i
3 o A SEI 4/1/98-
4 |(Fiscal Year’endk 9/30) CY| 6 months FY FY FY|  FY| 9/30/02
5 {($000) 199 1998 / 9426007 2000 2007 2003~  Total
6 4 |
7_|Tiger/DOS N
8 New Software Sales e
9| Software:Maintenance & lan TESTE |1\ i iseare i |5 - rN|sTaa S BB ST AL
10| Related Services i | o
11 | Total Revenue 0 0 0 0 (o] | N S e
Tiger/Unix
New Software Sales
Software Maintenance

Related Services
Total Revenue

Tiger/NT
New Software Sales
Software Maintenance
Related Services
Total Revenue

Tiger Total
New Software Sales
Software Maintenance
Related Services

Total Revenue

Total
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A T T Il R YR Sl Y B (O T
32 Revenfig/lndome Model - Tiger _
33 = e ol | anis
34 |(Fiscal Year ends 9/30) CY| 6 months FY| FY]  FY|  FY| 9/30/02]
35 ($000) “pam & es- 190 18 = 2000  200f] 2003~ Total
36 w = 1l
37 |Revenues X 7 71 ey}
38 | New Software Sales 0 0 0 0 0| B Tl
39| Software Maintenance 0 0 0 L [ETa | LoQL
40| Related Services 0 0 0 0 0 0| k.
41 |Total Revenue 0 0 () I 10N 0| 0 0
42 ‘
43 |Operating Expenses Aty TLi] W L ke [N g
44| Sales & Marketing Rate .20 220] S S| S et e O] S0l =
45| sSales & Marketing [ | ] ) 80 0| 0 0
46| TechnicalRate | | 15| B 0051 SERN w15 15| 5]
47] Technical ‘ 0l 0 0 0 ol 0
48| G&ARate | _ A5/ 15 15] 15| 15|
49| GaA o W ¥ | ™ ) T P of 0 0
50 |Total Expenses [ | M0jEs T .0[% 0 | 0 0
51 ‘ | ‘
52 |Operating Income 1 T T e 1| | 2
53| Pre-tax [ ol [ 0l 0l 0l 0
3/5/98
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F‘" A B [ D E T [ o
54 o . el
55 NPV Calculations 8
56 |Client name Tiger 2 £l RO
57 |Assumptions | i = il
58 [ Vg g I [ | iy
59 |Tax rate .37 | ' &l [ e i
60 |Cost of money 085 [ r T N [T N TN
61
L | =l
62 | )L
63 6 months FY FY| PEEYi{ “EY4 l/{,ézo[y:.
64 |($000) Yy 19 1999 2000 2001 12002] " Total
65 d
66 |Operating Income e A l B
67 |Tax rate 37 37 37 R W PRy T
68 |Tax 0 0 0 0| 0 0|
69 |After tax income 0 0 0 0 0| 0
70 |NPV factor il 980/ 904 833 768 707|
71 INPV 0 0 0 0 0 0
a/s/98
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A LA e ) ] T O T e e £l e
Customer Revenue Model - Germany

($000) 1999 2000 2001 2002 2003

Installed Units

1

2

3

4 |(Fiscal Years ending 9/30) |
5 |
e |
7_|(beginning of period) 0 0 0 ) 0 i)

9 |Erosion Rate 10 10 10 10 R

11 |# Lost (Erosion) 0 0 0 0 0/ L0

13 [New Sales Rate w [ ) .25 .25 .20 A5/ 10

Total Installed Units

15 |[New Sales Units 0 0 0 () ) )|
|
17 |(end of period) 0 0 0 0 0

19 |Price of Software License b e e AL [T EN T)

21 |New Software Sales 0

23 |Price of Services/1st Year | 35 35 3| 95 35 35|

Services Revenue from
25 [New Customers 0 0 0 0| 0| N0l 0

Effective Price of Services
27 |After 1st Year | T | Y

Services Revenue from . G \ i
29 |Installed Base ' e ® 1 J

31 |Price of Maintenance Y T 5| 15[ 15, 15,

33 |Maintenance Revenue 0 k 2 | 5

35 |Total Revenue
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J Appendix E-3
4 l Page 1
4 =
A T O B S (O N L N IR T
1\ Fiseal/ yeavs <.d—o _ Customer Revenue Model -
J | 2] A '/30)_ £ T d i
3 [($000) 199¢ “4989 2006 2002 2002 200 Total
3 g il
5 |Installed-Base .o | 200! 230 265 304 335 335
6 (baginem 4 gasd ) |
7 |Erosion Rate I U7 * 10! 10 .10 .10 A5 A5
8 i ‘ \ |
9 |# Lost (Erosion) 20 23 27 30 50 50!
.__10 1 4 ﬂ‘é‘ ‘ [
11 [GrowthRate 2zed) e 25 .25 25 .20 15 10
12 |
13 M-Gamed xed Sals 2enit 50 58 66 61 50/ 34] 319
14 3 [ I
15 mﬁ%‘f/ e, 7 200 0 288 304|335 335 ai9,
16 LA 5] preiad) ! V
17 |Web-PormuationRate 02 .04 .04] .04 .04
18 TR l {
19 | #-blawlilob Customass— Y 5 12 13 13] 13] 56
20 LY ¥ |
21 |Price of Software License 100 100 100 100 100 100/
22 T R |
23 |New Software Sales/ ¥ )2 ¥ )1 0 500 1200/ 1300 1300/ 1300/ 5600
24 l}&l‘ / ! I I
25 |Price of Servicesi5t-Yede 77 35 35 35 35 35| 35|
26 By ' [
IServices Revenle £ pu ket zae] 0 175 420 455 455| 455 1960
28 ce. o Seriiss (¥ s | |
297 ' —s 5 H——30———49——56°
| 30 lSopun'tar Keur uaase T, Sefnlled base
| 77 |Price of Maintenance e&izb V‘ gﬂﬁ, |
31 [Sustemess 15 15 15| 15 15 15
32 3 [ '
33 |Maintenance Revenue \> "7\ 0 75  255]  450] 645 _ 840| 2265
34 . | |
35 | Total Revenue Waaab i 750/ 1875] 2205| 2400 _ 2595 9825

yotel Lovnicr Berm

medinpv' 2/17/98
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3 /

- Al [ 5375 | I (I ) i S (N 7 e [
37 TeleTiger - Germany e
38 |(Fiscal Years ending 9/30) e | o | Wi il
39 |($000) 1999 2000 | 2001 | 2002 | 2003 | 2004 Total |
40 | ‘
41 lRevenwes | | YL T D P Y SR
42| New Software Sales 0| 500 1200] 1300/ 1300/ 1300/ 5600
43| Software Maintenance 0 75 255|  450f  645| 840/ 2265
44| Related Services LI 0| 175] 420[ 455| 455 45500 1960
45 |Total Revenue i 750 1875 2205 2400 2595 9825
46 ,
47 |Operating Expenses | il oo |
48| Sales & Marketing Rate 40 40 40 40| 40/ 40| oy
49| Sales & Marketing 0 300 750 882 960| 1038 3930
50| Technical Rate 20| i W20 - 220|110 20205 520 T
51| Technical o] 450" 375 441| 480| 519] 1965
52| G&ARate 5] 15 151 45| 15| L191 i (e|
53| G&A L 8ol 113, 281 331 360 389 1474
54 |Total Expenses [ 563 1406  1654] 1800/ 1946/ 7369
55 ‘ ‘ |
56 |Operating Income & e X! | I = | N
57| Pre-tax ¥l 0 188 469 551 600| 649 2457
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59 NPV Calculations

60 |Client name TeleTiger - Germany N

61 |Assumptions

62 11274 %) R NiRERI SN

63 |Tax rate 0.37 BT | 1

64 |Cost of money 0.085 S E! . =5

65

66 |($000) 1999 2000 2001 2002 2003 2004 Total

67

68 |Operating Income 188 469 551 600 649|  2457| 4913

69 |Tax rate .37 .37 .37 .37 .37 38|

70 | Tex 69 173 204 222 240 933 1842

71 |After tax income 118 285 347 378 409 1523] 3071

72 |NPV factor .961 .886]  816]  .752]  .693| 639 -

73 |NPV 113 262 283 284 283/ 973 2200
3/6/98
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A (S | LD NI T R 6 [ H
8| (Ftent P 5 Hemocare/Web-
37 7/ )7 [ ! | |
38 |($000) % 199 2989  200d, 2009~ 200 200¥  Total
39 ‘ X ‘ [
40 |Revenues i | i
41| New Software Sales [ 0 500! 1200 1300 1300 1300! 5600
42| Software Maintenance | 0l 75! 255| 450 645 840| 2265
43 | Related Services ‘ 0! 175] 420! 455 455| 455.00| 1960
44 |Total Revenue 0| 750! 1875| 2205 2400 2595| 9825
45 |
46 |Operating Expenses | ‘ | |
47| Sales & Marketing Rate | 40! .40 40| 40 40 40/
48 | Sales & Marketing ‘ 0 300 750 882 960 1038/ 3930
49| Technical Rate .20 .20 .20 .20 .20 .20
50| Technical 0! 150 375| 441 480 519 1965
51 G&A Rate RE) A5 15| A5} 15 .15/
52| G&A 0] 113 281 331 360 389! 1474
53 |Total Expenses 0| 563 1406 1654 ; 1800 1946 7369
54
55 |Operating Income ' [
56 | Pre-tax 0 188 469 551/ 600 649/ 2457
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A B e i Epr e B o [ ors evae L wHl e T
1 | _ ~ NPV Calculations
2 [Client name | 1clet o rare
3 |Assumptions |
4 |
5 |Tax rate
6 |Cost of money 0.085/
7 o an® :
8 [($000) 193# 3 2008 20 20 200 Total
9 ‘ | 3 §
10 |Operating Income | 0l 188 469 551 600 649 2457
11 |[Tax rate | 3 o PO ; i :
12 |Tax 0! 71 178 209 228 247 934
13 |After tax income 0l 117 291 342 372 402 1523
14 |[NPV factor W 8861 8461 7521  683F 639
15

NPV | %0 103 237 257 258 257 1113
L p— o7 T

medinpv1 2/16/98






February 27, 1998

John O'Sullivan

119 The Avenue

Sudbury on Thames

Middlesex TW16 SEQ

UK.

Dear John:

BGAI wishes to use your services in valuing the assets to be acquired by SCI/ISG from Roger.

Your specific assignments are:

1. Review any materials I send you regarding product strategies and plans and about market
opportunities and competition. This will be specifically related to TeleTiger. I plan to do the
work needed for Tiger.

2. Prepare any written material I request regarding TeleTiger product and market for Germany and
Europe.

3. Consult with me in my projections of unit sales, revenues and costs for TeleTiger.

Your rate will be US$1500/day plus reimbursement for authorized expenditures. I expect the project
to take less than two days.

Your confidentiality agreement remains in force.

Sincerely,

Burton Grad
BG:3753



f ) BURTON GRAD ASSOCIATES, INC.
\ 235 MARTLING AVENUE
TARRYTOWN, NEW YORK | OS9 |
©14)631-1129 FAX: (©14) 631-1 |64
CC:MAIL BURTON GRAD(@CORPORATE

Date: February 23, 1998
To: John O'Sullivan
From: Burton Grad

Subject:  Roger Valuation

Thanks for the SAP information. This is sufficient for our purpose at this time.
The approach to valuation is as follows:

1. We will separately value Tiger as a continuing product and TeleTiger as "improven"
technology (from a technical and market standpoint). We will not value the
communications utilities.

2. We will use the Tiger sales history plus the installed base only for new software licenses,
for software maintenance and for related services. We will eliminate hardware and
hardware maintenance as well as any specific hardware design and installation services.
When we exclude the hardware items, we will also exclude (explicitly or implicitly) any
hardware related costs.

3. We will review any SCI/ISG strategic planning documents and their projections to assist
us in making appropriate assumptions and producing our own revenue, cost and operating
income projections.

I will probably need your help in describing the products (from a market standpoint) and in
constructing revenue forecasts for Tiger and TeleTiger. This will probably require only 1-2 days
work over the next 5-10 days. Are you available? What days?

As you may know, I'm currently in Mexico for one week on vacation, but will work on this
project while I'm here.

Thanks for your help to date.

3745




February 23, 1998

John O'Sullivan's availability for the valuation work:

2/24 morning and evening
2/26  evening

2/27 all day

3/2  afternoon and evening
3/3  all day

3/4  evening

3/5  morning and evening

3/6  all day




