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ATOSS Software AG

Rating:

ACCUMULATE Sl

Munich-based ATOSS Software AG is a provider of soft- |
Analysts ware and consulting services to make personnel deploy- = :

Manuel Hoelzle ment cost-€fficient. On the basis of its modular product ==
Hoelzle@gbconcepts.de family, ATOSS offers companies of al sizes total solu- '\I“'WV\/\‘

AV

Felix Gode tions for consulting, software and services. 180 employees
Sl ovaiEs plisaf at eight business locations represent ATOSS in Germany,

Austria and Switzerland. ST s

: 23.41 17 .61 A . 21. 23.4 25.7
Price: 10.30Euro Sales 3 5 5.6 5.49 5.56 83 3.40 5.70
Date: 07.02.2005 EBITDA 3.41 0.30 0.75 0.56 0.50 2.12 2.47 3.43

2003 QV/ Q2/ Q3/ Q4/ 2004
(Us 2004 2004 2004 2004 (IFRS)

In Euro Mio. GAAP)  (IFRS) (IFRS)  (IFRS)

Business Segment: EBITCB 231 0.12 0.52 0.52 0.34 1.49 2.09 3.05
Software
_ EBIT 2.31 0.09 0.45 0.43 0.26 1.23 1.67 2.63

Net income 1.89 0.21 0.24 0.24 0.13 0.88 1.17 1.74

Number of Shares

3.84 Mio. (undiluted) EPSin Euro 0.50 005 | 006 | 006 | 003 0.23 0.30 0.45
4.07 Mio. (diluted)

EPSin Euro (diluted) 0.46 0.05 0.06 0.06 0.03 0.23 0.28 0.42

Market Cap. (diluted):

S [ R O
Market Segment:

Prime Standard EBITDA-margin 14.57 % 5.80 % 13.37% | 10.20% | 6.59% 9.69 % 10.56% 13.35%

_ EBITCB-margin 9.87% | 232% | 927% | 947% | 489% | 681% | 8.93% 11.87%

Accounting Standar ds
IAS/IFRS

_ Net profit margin 807% | 406% | 428% | 4.37% | 2.45% 4.02% 5.00% 6.77%

ATOSS Software AG EV/Sales 2004E 0,66
Christof Leiber
81829 Miinchen EV/EBITDA 2004E 6.3
Germany

Fon +49 (0)8942 710
Fax +49(0)89 427 71-100 Equity Ratio* 80.66%

EBIT-margin 9.87 % 1.74% 8.02% | 7.83% | 2.82% 5.64 % 7.14% 10.23%

Christof.L eiber @atoss.com

*% -
http://www.atoss.com preliminary

* computed to date 2004/09/30
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ATOSS met our expectations in the 4 quarter and the year 2004, sales were down on the
record year 2003 as expected

ATOSS Software AG presented on January 31, 2005 its preliminary figures for the fisca year
2004. According to the publication the company recorded sales of EUR 21.83 m, corresponding
to a decrease of 6.8% on the previous year. Thus, our estimates regarding sales were hit admost
exactly and ATOSS came up to our expectations.

At its Software division, as expected, ATOSS recorded a dight decline in sdes by 1.5% to EUR
12.6 m. Software maintenance increased by 5.1% to EUR 7.7 million, whereas software licensing
sales did not match the previous year as we aready expected. Sales, regarding the division Con-
sulting, amounted to EUR 5.8 million and were 13% down on the year 2003. Hardware showed
sdes of EUR 2.59 Mio.

In Euro 1000 Sales Change Sales
FY 2004 FY 04 vs. FY 03 FY 2003
Software 12626 -1.5% 12815
thereof software licences 4927 -10.3% 5495
thereof Software maintenance 7697 +5.1% 7320
Consulting 5798 -13.1% 6673
thereof Professional Services 4672 -5.2% 4928
(formerly IT-Services
thereof Consulting 1126 -35.5% 1745
Hardware 2594 -3.6% 2693
Miscellaneous 810 -34.4% 1225
Total 21826 -6.8% 23406

Profit alsoin linewith expectations

The company’s profit also met our expectations. Profit before interest, taxes and the effects of
convertible bonds (EBITCB) was at EUR 1.49 million and was, as expected, 35.5% lower than
in 2003. EBIT reached EUR 1.23 m and was dightly above our expectations.

The convertible bonds had a negative effect on the net income

There was a negative effect on the net income amounting to Euro 0.88 million in 2004 (EUR
0.23 per share) as aready mentioned in our last research report. Due to the changeover to IFRS
accounting practices and the associated impact on the balance sheet treatment of the employee
participation program, tax for that year was higher resulting in lower net profit. Having generated
aprofit per share of EUR 0.23, ATOSS a so reached our expectations for 2004 regarding net pro-
fit.

-page 3-
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High investments for more dynamic growth in the years ahead

The year 2004 was characterized by the new growth strategy of ATOSS. Investments in R&D
were once more increased equalling 20% of sales. Consequently, new products should lead to
dynamic growth in the years ahead.

Also a sharp increase in the number of staff employed in product development from 41 to 54 re-
flects the importance of high R&D activities.

ATOSS will present its new technologies at CEBIT 2005 in march. The new Java-based techno-
logy will make products far more flexible to suit costumer requirements and to embed them in
existing system environments. Moreover, as a consequence of investments, ATOSS is able to
offer a range of products and end-to-end solutions for the SME segment (staff< 500) as well as
premium small businesses (staff: 500-2,000) and major customers (staff > 2,000)

Outlook for 2005: Growth in sales and pr ofit

The year 2004 was period of consolidation with considerable organizational changes (from a
grict divisona organisation to a team organisation) and a stronger integration of al divisions.
Consequently, higher value added for the customers will lead to growth for ATOSS.

ATOSS is counting on the SME segment in which ATOSS successfully gained new customers.
New customers in the software licensing division accounted for 56% (based on orders received)
in comparison to 49% in the previous year. Additionally, stronger focussing by the new team or-
ganisation on the premium segment (large companies) as well as the existing customers is seen
as afurther impulse for growth.

Overal, ATOSS is expecting higher sales and profits with a positive cash-flow in 2005.

We also expect increases in sadles and profit for 2005 and we believe that ATOSS will reach
sales amounting to EUR 23.4 million which equals a growth of 7%. Thus, we confirm our saes
estimate. Regarding profit we also expect a rebound.

Therefore, we expect earnings before interest and taxes (EBIT) at EUR 1.67 million and a mar-
gin of about 7% (see page 2). We do not expect a double digit operating margin in 2005. How-
ever, we expect this in 2006 and anticipate sales amounting to EUR 25.7 m and EBIT at EUR
263 m.

At the moment it is not easy to give a forecast on the first quarter 2005. ATOSS itself has not
published details. We see sales at about EUR 5.3 m which is gightly above the first quarter
2004.

As to the expected sales, the following table shows our estimates in detail.

-page 4-
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Sales estimate Q4 2004

Q1 2005 E
Software 3.16
thereof software licences 1.20
thereof software maintenance 1.96
Consulting 1.40
therof Professional-Services 1.15
therof Consulting 0.25
Hardware 0.55
Miscellaneous 0.20
Total 531

For the first 6 months 2005 we assume a dight increase on 2004, the second half of the year is
expected to be more dynamic concerning growth.

Evaluation and conclusion:

Since our last rating in october 2004 the share price has risen dightly. Further on, we see potenti-
a in the share and calculate a price target of EUR 11.80 corresponding to a possible share price
increase of 14%.

Our evduation is based on the positive expectation for 2005 and also 2006 in which 2003's profit
level is expected to be regained. Further significant possible growth expectations have not been
considered in our model.

We see low downward risk thanks to the rock solid financia situation with financia assets a-
mounting to EUR 26.6 million or EUR 7 per share.

In conclusion our rating remains ACCUMULATE and we see ATOSS as an interesting invest-
ment. At the current levd, it is still attractive for investors to accumulate the shares of ATOSS.

-page 5
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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.

Disclosure of potential conflicts of interests in accordance with 834b WpHG at date of
publication:

Neither German Business Concepts GmbH nor associated companies,

a) hold more than 1% or more of the share capital which are object of this publication

b) was involved in the issue of financial instruments which are object of this publication

¢) has managed the securities which are object of this publication as part of an agreement in
the stock exchange or in the market. This does not apply to a contractual relationship
between German Business Concepts GmbH and the company here described for the
production of research reports. As a result of this contract German Business Con-
cepts GmbH receives a fee for rights of use and publication.

GERMAN BUSINESS CONCEPTS GmbH
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