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RESEARCH REPORT

ATOSS Software AG

Profile

Munich-based ATOSS Software AG is a provider of soft-
ware and consulting services to make personne deploy- .|
ment cost-efficient. On the basis of its modular product
family, ATOSS offers companies of al sizes total solu-
tions for consulting, software and services. 176 employ- |,

ees at eight business locations represent ATOSS in Ger- .|

many, Austria and Switzerland.
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2003 (US QU/2004 Q2/2004 Q3/2004E 2004 E (IFRS)

Jmli e (Y GAAP)  (IFRS)  (IFRS)  (IFRS)

Sdes 23.41 5.17 561 5,56 22.29
EBITDA 3.41 0.30 0.75 058 2.43
EBITCB 231 0.12 0.52 0.35 153
Net income 1.89 021 0.24 0.35 1.28
EPS in Euro 0.50 0.05 0.06 0.09 0.33
EPSin Euro (diluted) | 046 0.05 0.06 0.08 0.31

EBITDA margin 1457 % 5.80 % 13.37% 10.43 % 10.90 %
EBITCB margin 9.87% 2.32% 9.27% 6.47 % 6.86 %
Net income margin 8.07 % 4.06 % 4.28% 6.29 % 5.74%

EV/Sales 2004E 0.46
EV/EBITDA 2004E 419
Equity Ratio* 7%
*Stand 31.03.2004
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Q2 SalesIn Linewith Expectations, Operating Result Better than Expected

ATOSS Software AG has reported interim results for the second quarter. The published figures
show the company to have improved its sales and operating result markedly compared with the
weak first quarter. Sales revenues, totaling EUR 5.61 m, fulfilled our expectations exactly, while
EBIT before convertible bonds exceeded our estimate comfortably at EUR 0.52 m. Due to a
dightly negative financial result, earnings per share were 1 cent below our estimate at EUR 0.06.

Compared with the previous year, the figures were, as expected, markedly lower, reflecting what
continues to be a difficult market environment. In the second quarter the EDEKA software con-
tract had a positive effect on the software license segment.

In 1000 euro Sales change Sales  Change Sales

Q2/2004 Q2/04vs. Q1/2004 Q2/04 vs. Q2/2003

Q1/2004 Q2/2003

Software 3381 17.23% 2884 1.81% 3321
thereof software licences 1444 40.19% 1030 -1.84 % 1471
thereof Software maintenance 1937 4.48 % 1854 4.70 % 1850
Consulting 1530 11.84% 1368 -12.47 % 1748
thereof I T-Services 1143 115% 1130 -8.85% 1254
thereof Consulting 387 62.61 % 238 -21.66 % 494
Hardware 513 -33.12% 767 -8.56 % 561
Miscellaneous 184 -30.14% 153 -51.58% 380
Total 5607 8.41% 5172 -6.69% 6009
In 1000 euro Q2/2004 Q1/2004 Q2/2003
EBITDA 751 301 1065
EBITCB 515 118 804
EBIT 450 85 804
EBT 422 356 1027
Net income 238 207 739
EPS 0.06 0.05 0.20

A comparison of first-half figures shows accordingly that ATOSS & so far well down on the
strong first half of 2003. This is due especidly, as we see it, to the difficult market environment,
but also to a strategic reorientation. The start that has been made to gear integration in operating
areas more strongly toward an integrated solutions offering that requires an initial input of re-
sources with a positive effect on business development which will not take effect until later quar-
ters.
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In 1000 euro SalesHY Change SalesHY
1/2004 HY 1/04 vs. HY 1/03 1/2003
Software 6265 -2.06 % 6397
thereof software licences 2474 -10.59 % 2767
thereof Software maintenance 3791 4.44% 3630
Consulting 2898 -17.06 % 3494
thereof | T-Services 2272 -8.20% 2475
thereof Consulting 625 -38.73% 1020
Hardware 1279 -2.22% 1308
Miscellaneous 337 -713.74 % 599
Total 10779 -8.63% 11797
In 1000 euro HY 1/2004 Change HY 1/2003
HY 1/04 vs.
HY 1/03

EBITDA 1053 -34.68 % 1612
EBITCB 633 -41.23% 1077
EBIT 535 -50.34 % 1077
EBT 778 -42.16 % 1345
Net income 445 -50.06 % 891
EPS 012 -47.82 % 0.23

Duller Outlook for Third Quarter and Full Year — 2004 |s Set to Be a Year of Consolida-
tion

At ATOSS it is increasingly apparent that 2004 will indeed become a year of consolidation. The
company has stated that the second half can be expected to show a further improvement on the
first, but it no longer expects the highly successful 2003 results to be exceeded. Against the back-
ground of what continues to be a difficult market environment, coupled with endeavors to im-
prove interlocking of the software licenses, consulting and IT services segments that require an
input of resources in the company, ATOSS anticipates full year's sales and an EBIT margin
dightly below the previous year's. Hopes of a further record year therefore no longer look so
bright.

We anticipate third quarter sales dightly below the Q2 figure at EUR 5.56 m. In our opinion,
earnings from software licenses will be lower than in the second quarter, whereas we expect an
increase on the quarter in consulting revenues, given that IT services resulting from the large
EDEKA order should start to have an effect on salesin the third quarter.
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The following table lists our detailed sales breakdown forecast for the third quarter.

Sales estimate Q3 2004

In Mio. Euro Q3E
Software 3.10
thereof software licences 115
thereof Software maintenance 1.95
Consulting 1.62
thereof I T-Services 1.30
thereof Consulting 0.32
Hardware 0.52
Miscellaneous 0.32
Total 5.56

We anticipate EBIT before convertible bonds at EUR 0.35 m, or an operating margin of 6.25%,
and our forecast for earnings per share in the third quarter is EUR 0.09.

Against the backdrop of the company’s published outlook we have aso revised downward our
estimates for the full year 2004. We now anticipate full year's sales of EUR 22.3 m, or a 4.8%
year-on-year decline. We had previoudy expected a dight, 1.4% increase.

We now expect EBITCB to amount to EUR 1.53 m (previous estimate: EUR 2.41 m), corre-
sponding to a 6.88% margin. We therefore anticipate a 36.3% decline in operating result and
have revised our previous estimate markedy downward accordingly. We now forecast earnings

per share of EUR 0.33 (previous. EUR 0.51) and have therefore marked our EPS forecast down,
too.

Valuation and Conclusion:

After a highly successful financial year 2003, this year’s business trend is likely to be toward a
year of consolidation with a dight decline in sales and a more marked decline in earnings. The
difficult market environment will therefore affect ATOSS more markedly than expected. As for
the company’s vauation we must, however, state that it continues to be favorable after the latest
downward price adjustment even on the basis of our reduced estimates. The expected EV/
EBITDA ratio for 2004 is a mere 4.2. Our adjusted DCF model shows a price target of EUR
11.20 (previous: EUR 13.40). At a current price of EUR 9.15 there is, therefore, a clear potential

for recovery, adthough this potentia is currently limited by the restraint that investors abstain
from investments in software and I T stocks.

We reconfirm our ACCUMULATE rating for ATOSS Software AG. In our view, price weak-
nesses provide an opportunity to build up medium-term positions.
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RISK FACTORSAND NO RESPONSIBILITY
(DISCLAIMER)

THIS RESEARCH REPORT OR SUMMARY HAS BEEN PREPARED BY GERMAN BUSINESS CONCEPTS
GMBH FROM INFORMATION DEEMED TO BE RELIABLE. NO REPRESENTATION ISMADE THAT SUCH IN-
FORMATION IS CURRENT, ACCURATE, COMPLETE OR WHOLLY RELIABLE AND IT SHOULD NOT BE RE
LIED ON AS SUCH. ANY OPINIONS OR ESTIMATES EXPRESSED HEREIN REFLECT THE JUDGEMENT OF
GERMAN BUSINESS CONCEPTS GMBH AT THIS DATE AND ARE SUBJECT TO CHANGE AT ANY TIME
WITHOUT NOTICE. NOT ALL STRATEGIES ARE APPROPRIATE AT ALL TIMES. PAST PERFORMANCE IS
NOT NECESSARILY A GUIDE TO FUTURE PERFORMANCE. INDEPENDENT ADVICE SHOULD BE SOUGHT
IN CASES OF DOUBT.

IN ANY CASES, INVESTORS ARE INVITED TO MAKE THEIR OWN INDEPENDENT DECISION AS TO
WHETHER AN INSTRUMENT IS PROPER OR APPROPRIATED BASED ON THEIR OWN JUDGEMENT AND
UPON THE ADVICE OF ANY RELEVANT ADVISORS THEY HAVE CONSULTED. THIS DOCUMENT HAS
BEEN PREPARED BY GERMAN BUSINESS CONCEPTS GMBH, THE COMPANY MAY BE INVOLVED IN
DEALS RELATED TO THE COMPANIES DISCUSSED HEREIN. SIMILARLY, GERMAN BUSINESS CONCEPTS
GMBH, OR ITSAFFILIATED COMPANIES, OR ITS EMPLOYEES, COULD HAVE POSITIONS IN OR WORK AS
MARKET MAKERS FOR COMPANIES DESCRIBED HEREIN. AN EMPLOYEE OF GERMAN BUSINESS CON-
CEPTS GMBH, OR ANOTHER COMPANY WITHIN THE GROUP, COULD BE A DIRECTOR OF ONE OF THE
COMPANIES DISCUSSED HEREIN. THIS REPORT IS PROVIDED FOR INFORMATIONAL PURPOSESONLY. IT
ISNOT INTENDED AS AN OFFER, INVITATION OR SOLICITATION TO BUY OR SELL ANY OF THE SECURI-
TIES DESCRIBED HEREIN AND IS INTENDED FOR THE USE ONLY BY THOSE PROFESSIONAL INVESTORS
TO WHOM IT IS MADE AVAILABLE BY GERMAN BUSINESS CONCEPTS GMBH. GERMAN BUSINESS
CONCEPTS GMBH ACCEPTS NO LIABILITY WHATSOEVER FOR ANY DIRECT OR CONSEQUENTIAL LOSS
RISING FROM THE USE OF THISDOCUMENT OR ITS CONTENTS.

GERMAN BUSINESS CONCEPTS GMBH MAY FURNISH UPON REQUEST ALL INVESTMENT INFORMA -
TION AVAILABLE TO IT SUPPORTING ANY RECOMMENDATIONS MADE IN THIS RESEARCH REPORT.
THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE RESTRICTED BY LAW, AND
PERSONS INTO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT,
AND OBSERVE, ANY SUCH RESTRICTIONS, BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY
THE FOREGOING INSTRUCTIONS. NO PART OF THIS REPORT MAY BE REPRODUCED IN ANY MANNER OR
REDISTRIBUTED WITHOUT THE PRIOR WRITTEN PERMISSION OF BY GERMAN BUSINESS CONCEPTS
GMBH.

NOTES ON POSSIBLE CONFLICTSOF INTEREST

THISANALYSISWASDRAWN UP UNDER A CONTRACT WITH THE ISSUER. GERMAN BUSINESS CON-
CEPTS RECEIVES A FEE FOR GRANTING RIGHTS OF USAGE AND PUBLICATION IN THE SURVEY
DRAWN UP.

GERMAN BUSINESS CONCEPTS GmbH
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