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ATOSS Software AG

Profile

Munich-based ATOSS Software AG is a provider of soft- j:l y il
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 tota solu- .|
tions for consulting, software and services. 174 employees | Wb
at eight business locations represent ATOSS in Germany, |

Austria and Switzerland. U

. 2003 (US QU Q2 Q3 2004 E 2005 E

In Mio. Euro GAAP) 2004 2004 2004 (IFRS) (IFRS)
(IFRS) (IFRS)  (IFRS)

Sales 2341 517 5.61 5.49 21.82 23.42
EBITDA 341 0.30 0.75 0.56 2.07 3.16
EBITCB 231 0.12 0.52 0.52 149 2.78
EBIT 231 0.09 0.45 0.43 121 2.36
Net income 1.89 0.21 0.24 0.24 0.92 1.68
EPS in Euro 0.50 0.05 0.06 0.06 0.24 0.44
EPS in Euro (diluted) 0.46 0.05 0.06 0.06 0.22 0.41

EBITDA-margin 1457% | 5.80% | 13.37% | 10.20% | 9.49% 13.49 %
EBITCB-margin 9.87% | 232% | 9.27% | 947% | 6.82% 11.87%
EBIT-margin 987% | 1.74% | 802% | 7.83% | 555% 10.07 %
Net income margin 807% | 406% | 428% | 437% | 5.74% 7.17%

EV/Sales 2004E 0.59
EV/EBITDA 2004E 6.2
Equity Ratio* 81.5%

* computed to date 2004/06/30
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Q3 salesin linewith expectations, total nine-month salesto September just 6.5% down on
year

ATOSS Software AG published on Oct. 22, 2004 its preliminary figures for the third quarter. The
company’s published Q3 sales totded EUR 5.49 million, or adight 1.9% year-on-year decline.
Revenues were therefore in line with our expectations.

By division, Software increased Q3 sales dightly to EUR 3.13 million from EUR 3.01 million
over the same period last year. Software maintenance made a major contribution toward this to-
tal, generating sales of EUR 1.95 million. Software license sales at EUR 1.19 million were on a
par with the previous year's EUR 1.17 million. Consulting, in contrast, posted sales of EUR 1.39
million and continued to trail the previous year's Q3 figure by 7.94%. Hardware salestotaled
EUR 0.72 million.

After nine months, saes totaled EUR 16.27 million and were as a result still 6.5% down on the
previous year's EUR 17.39 million. At June 30, 2004, they were till trailing the previous year's
H1 figure by 8.6%, so the gap was narrowed dightly. The following table, however, makes it
clear yet again that Consulting in particular was to blame for the sales decline.

In 1000 euro Sales 9 Change Sales 9 month
month 2004  9mon/04 vs. 9mon/03 2003

Software 9399 -0,07% 9406
thereof software licences 3661 -6,92% 3933
thereof Software maintenance 5738 4,84% 5473
Consulting 4286 -14,38% 5006
thereof Professional Services 3397 -6,37% 3628
(formerly 1T-Services

thereof Consulting 889 -35,49% 1378
Hardware 1994 -3,90% 2075
Miscellaneous 590 -34,81% 905
Total 16269 -6,46% 17392

Earnings before interest, taxes and convertible bonds (EBI TCB) well above expectationsin
the third quarter but, as expected, significantly down on the year in the nine monthsto Sep-
tember

Earnings before interest, taxes and convertible bonds (EBITCB) were at EUR 0.52 million well
above our expectations for the third quarter (EUR 0.35 million). As expected, however, EBITCB
of EUR 1.15 million for the nine months to September was still well be down on the previous
year's EUR 1.68 million.
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Net income burdened by effects of convertible bonds program

Net income was burdened by the tax effects of the convertible bonds program and failed to come
up to our expectations for the third quarter. Given that ATOSS's convertible bonds program is
booked as an expense according to IFRS but is not tax-deductible, the result in the third quarter
was a higher tax ratio and therefore lower net earnings. We had expected a post-tax profit of
EUR 0.35 million (EUR 0.09 per share), but the abovementioned factor led to a net profit of only
EUR 0.24 million, or EUR 0.06 per share.

In the nine months to September, ATOSS posted a net profit of EUR 0.68 million, amounting to
amarked 47% year-on-year decline.

Outlook for full year 2004 continues to be overcast — 2005 should see a marked rebound
when growth strategy takes effect

Asindicated in previous reports, 2004 will be ayear of consdidation with poorer sales and lower
earnings. In 2005, however, the new growth strategy should gain momentum.

ATOSS reports that in connection with the stated intention of focusing on the market for small
and medium enterprises a positive trend is aready apparent. The number of new customersin the
nine months to September increased markedly on the year. At Sept. 30, new customers accounted
for 61% of software license sales, as against 52% the previous year. As the company sees it, posi-
tioning ATOSS as afull-range provider with a specia focus on SMEs has aready started to pay
off. Intensified integration between software solutions and consulting services will as expected
not be reflected in results until next year.

For the fourth quarter ATOSS forecasts sales of between EUR 5.3 million and EUR 5.7 million.
We anticipate EUR 5.55 million in the fourth quarter, which comes within this bandwidth. The
following table shows our detailed sales forecast for the fourth quarter:

Sales estimate Q4 2004

Q4 E
Software 3.21
thereof software licences 1.23
thereof software maintenance 1.98
Consulting 147
therof IT-Services 115
therof consulting 0.32
Hardware 0.55
Miscellaneous 0.32
Total 5.55
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We anticipate EUR 0.34 million in earnings before interest, taxes and convertible bonds and, ac-
cordingly, an operating margin of 6.13%. We expect EBIT to comein at EUR 0.24 million and
the convertible bond effect to be EUR 0.1 million. Taking into account the abovementioned tax
effects, our earnings per share estimate for the fourth quarter is EUR 0.05.

Adjustment of estimatesfor 2004 and 2005:

We have revised our sales estimate for the full year 2004 dightly downward to EUR 21.8 million
from EUR 22.3 million. We now anticipate EBITCB for the full year of EUR 1.49 million, or a
6.82% margin, and EBIT of EUR 1.21 million, or a marked 50.4% decline. Given the higher tax
ratio we are revising our earnings estimate to EUR 0.24 per share (previous. EUR 0.33 per
share).

For 2005, however, we are more optimistic and anticipate at least a return to the 2003 sales level
and therefore a marked improvement in EBITCB, EBIT and net profits (see page 2). This presup-
poses, however, that the growth strategy starts to pay off, which we expect it to do. In addition,
the industry environment is likely to pick up alittle, making it easier for ATOSS to achieve are-
bound. It must be borne in mind that in 2005 personnel and taxation effects of the convertible
bonds program will continue to apply. In 2006 other instruments could be used to bond employ-
ees that at least do not have the present taxation effect.

Evaluation and Conclusion:

In spite of the poorer results anticipated for 2004, ATOSS shows interesting evaluation ratios at
the present share price. On the basis of the revised estimate for 2004 the EV/EBITDA multipleis
6.2 and based on the estimate for 2005 a mere 4.0. We continue to see this as attractive. Using
our adjusted valuation modd based on our assumption that the earnings situation at ATOSS will
recover next year, the target price continues to be EUR 11.20, or a price potentia of over 15%.

That is why we continue to give the share an ACCUMULATE rating and see ATOSS as till be-

ing a highly interesting investment. Share price weaknesses should therefore continue to be seen
as an opportunity to build up shareholdings.
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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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