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GROUP FIGURES ACCORDING TO US-GAAP

Figures in TDM

1999 2000 Difference 99/00 in %
I. Sales
Sales 36,818 42,099 14%
Software 12,114 16,906 40%
Maintenance 5,606 8,264 47%
Services 7,234 7,791 8%
Hardware 9,875 6,883 -30%
Other 1,989 2,255 13%
Il. Results
Profit on ordinary activities 3,129 543 -83%
Net profit (loss) for the year 1,518 -121 >100%
Earnings per share 2,41 DM -0,03 DM >100%
I11. Payroll
average number of staff 124 175 41%
Personell costs 16,562 22,391 35%
per capita sales 297 241 -19%
IV. Asset structure
Fixed Assets 3,114 7,200 >100%
Current Assets 13,561 78,568 >100%
Total Assets 16,675 85,769 >100%
V. Liability Structure
Stockholders equity 6,030 72,450 >100%
Provisions 6,072 4,056 -33%
Liabilities 4,573 9,263 >100%
Total liahilities 16,675 85,769 >100%
VI. Cashflow/Investments
Cash flow from operating activities 3,354 -8,775 >100%
depreciation (on tangible assets) 981 1,370 40%
Investments (exct. securities) 1,843 6,182 >100%
VII. Financial Ratios
Equity ratio 36% 85% >100%
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Foreword hy the Executive
Board




Dear Shareholders, Ladies and Gentlemen,

The past financial year produced
some incisive changes for ATOSS
Software AG. We acquired numer-
ous well-known new customers and
successfully implemented some
important stages in our internation-
alisation strategy. In addition, as
part of our consistent refinement of
the Strategic Management of Work
and Time and in the interests of
marketing our products more rap-
idly to a worldwide clientele, we have
retitled this expanded area of our
activities as “Staff Efficiency Man-
agement” .

With DM 42.1 million, sales at ATOSS Software AG once again reached a
new record level. We achieved this success against the background of a dif-
ficult market environment and despite delays in negotiating contracts for a
variety of client projects.

Worldwide, the IT sector recorded one of the most difficult years in its his-
tory. A significant erosion was evident in corporate IT investment budgets,
given that businesses had survived the Year 2000 problem and were begin-
ning to register the first signs of an economic slowdown spreading outwards
from the US markets.

In this difficult market we succeeded in increasing sales by 14% over the
previous year, thus continuing a pattern of corporate development which has
featured double-digit growth rates since the company was first established
13 years ago. Furthermore, despite substantial investments in research
and development and a 41% increase in personnel, bringing average staff
numbers to 175, we achieved a pre-tax result of DM 0.54 million. Our high
level of investments will safeguard our market position and our ability to
expand in years to come.

Thanks both to the investments made in the year 2000 and to our success-
ful stock market flotation, ATOSS Software AG can look forward to an excel-
lent future. On the one hand, we have an expanded product portfolio and an



appropriate staffing level at our disposal which will allow us to shoulder the
burden of future growth; whilst on the other hand we enjoy a sound financial
situation with an equity ratio of 85% and a cash position of DM B2 million.

We’ve come a long way

With sales of DM 42.1 million and a pre-tax result of DM 0.54 million,
we ended the year on a far more positive note than had been expected in
November. Gratifying sales successes at the end of the year resulted in
December 2000 becoming one of the most successful months in the com-
pany’s history.

Not all our goals have been achieved, but your company has developed con-
siderably and has secured its position in a market which holds an exceptional
potential for growth.

Indeed this huge potential is there for all to perceive in their daily working
environment. Deficiencies in the planning and control of human resources
present significant barriers to productivity. Businesses are becoming ever
more aware of the financial value of unproductive working hours.

ATOSS Software AG with its services and its software has acquired a lead-
ing position in this broad international market. Our innovative software tools
enable companies — ranging from local SMEs to international corporate con-
cerns — to target the deployment of their human resources and so gain a
competitive advantage and achieve a considerable increase in productivity.

Clients such as Deutsche Lufthansa AG and Deutsche Bahn AG have been
putting their faith in our products for many years now. Additional substantial
follow-up orders from these companies during the reporting period are the
best proof of customer confidence we could imagine. This is clearly under-
scored by the solid proportion of repeat business conducted with existing
customers (repurchase business) which amounted to approx. 36% of our
software licensing business in the years 1999 and 2000.

In addition, we received large orders from such internationally renowned
companies as SIXT AG, AOL Deutschland and Deutsche Telekom AG. The
order from Deutsche Telekom in fact represents the largest single project
yet awarded to ATOSS. Our software now manages the working hours of
140,000 employees at Telekom and its affiliated companies.

In October ATOSS received another important order, this time from SIXT



AG. Once our system has been implemented at the company’s head office in
Pullach and at its branches throughout Germany, all of the foreign branches
are to follow suit. The ATOSS product to be employed is our Java-pro-
grammed Web client, the ATOSS Time Solution. With this version users
worldwide, independently of the platform they are using, can access the
software by Internet/Intranet in order to control and analyse their personnel
resources online and optimize staff deployments.

First successful steps taken in Europe

The SIXT order not only provides impressive proof of the future-oriented
technological possibilities offered by our products. It also signposts an
important direction in which our company can expand. By accompanying our
clients abroad we can further advance the internationalisation which we
have been endeavouring to achieve.

We also received orders from major foreign companies such as Europe’s
leading regional airline, Swiss-based Crossair AG, the Osterreichische Lot-
teriegesellschaft [the Austrian Lottery Companyl and De Boer Hensbroek
Holding of the Netherlands.

We are pursuing a two-fold strategy of internationalisation. On the one hand
we are constantly growing by accompanying international clients and are
using this as a means of building up our foreign subsidiaries. In January
ATOSS Software AG, Zurich, was established and ATOSS Software Ges. mbH
was set up in Vienna, and in June ATOSS Software S.A.R.L. was founded in
Paris.

On the other hand, we are also creating multiplicators by entering into sales
and marketing partnerships with cooperation partners abroad. France in
particular, Europe’s second-largest market for software and IT services, rep-
resents an interesting foreign opportunity for ATOSS. Following the intro-
duction in that country of a law requiring all companies with more than
20 employees to reduce staff working hours, a huge additional demand
has arisen for technical solutions which will enable human resources to be
deployed more efficiently and more flexibly.

Our stock market flotation was an event of particular importance.

The stock market flotation of ATOSS Software AG in the financial year 2000
was an event of particular significance in the continued development of the
company. It is important for us to note that the shares placed came exclu-
sively from an increase in capital, that is expressly to say, no shares were



replaced by existing shareholders. Furthermore, all previous shareholders
have committed themselves to hold their shares for extremely long periods
of up to 5 years. In doing so we vigorously emphasise our firm intention of
accompanying your and our company for the long-term on its journey into
the future.

As part of the flotation, we not only generated liquid funds amounting to DM
70.4 million: we now also have a second, attractive currency at our disposal
— our own shares. We shall use this currency within the framework of coop-
eration agreements and acquisitions after exercising due care in examining
such transactions.

We market more than just our products

Following the flotation, we have begun to implement a comprehensive inves-
tor relations program. Numerous individual discussions have been held in
Germany and abroad and we have introduced ourselves at specialist exhibi-
tions, shareholder fairs and investor events in various German cities. In
addition to these varied IR activities, we have also greatly expanded our
work with the press. The object of these endeavours is to present not only
our products and services but also our shares as an attractive investment
prospect and to greatly enhance our profile.

The ever-increasing pace of technological change

Only the ceaseless process of change remains the same. Such is the envi-
ronment in which we live. Our constant aim is to be faster than the rest. We
monitor our markets, keeping a watchful eye open for foreseeable techno-
logical changes, possible cooperation partners and participating interests.

In the financial year 2000, we completed two acquisitions; in other cases
the first stages of due diligence resulted in talks being broken off. The rea-
sons were various, but in no case could our essential criteria be fulfilled.
The acquisitions we made were csd Systemhaus GmbH in Cham and the
software product AENEIS. Thus external growth during the reporting period
had only a minimal effect on business development and we shall continue in
every individual case to carefully consider whether the expected synergies
might not be outweighed by the potential cost of integration.

Increased use of software-based technologies

As expected, technological advances and especially the opportunities opened
up by the Internet have led to the increased use of modern, software-based
data acquisition technologies. In line with this, ATOSS has sold correspond-
ingly less hardware to its clients. Since, however, we have no production of



special time and operating data acquisition equipment of our own to main-
tain and this development is in any case allowed for in our medium-term plan-
ning, it is not detrimental to ATOSS. Rather, we are focusing our efforts on
our core competences in the field of software and we anticipate that the
significance of hardware will continue to decline. It is of decisive importance
that we should accelerate the sale of our software and services. And in this
we have achieved sustained success. The order intake for hardware in the
financial year 2000 declined, sales in this area were down by 30%, whilst
in our core area of business, namely software sales, and also in the area of
maintenance revenues, we recorded some considerable increases. Sales in
these areas were up by 40 and 47 percent respectively.

In line with the consistent implementation of our holistic approach to the
efficient design of work processes and effective staff deployment, during
the reporting period we have also expanded our consultancy activities. The
combination of years of experience and new technologies, coupled with the
correct methodologies, guarantees that our clients will attain sustained
increases in efficiency along their entire value chain.

Changes at executive board level

Two changes to the composition of the executive board of ATOSS Software
AG took place during the reporting period. On 1 July Bernhard M. Auer took
over responsibility for sales and marketing from executive board chairman
Andreas FJ. Obereder. Mr Auer’s previous career has included international
management positions at IBM, Compag Computers, Digital Equipment and
Olivetti.

In recruiting Bernhard M. Auer, ATOSS has gained a manager with interna-
tional experience. We are all delighted at this important step forward.

Sadly, however, we had also to accept that in December for personal rea-
sons Dr. Thomas Barth wished to step down from his executive board posi-
tion. He will however continue to serve the company in a consultant capacity.
We wish him every success in his future professional careenr.

In a restrained economic climate we remain optimistic

In recent months there have been increasing signs emanating from the USA
of a distinct economic slowdown. Investments in IT in the USA have taken
a sharp downturn. Against this background, companies in Europe too are
holding back on investments.



On the other hand, numerous studies by well-known research institutes
covering various important software markets and especially ERP software
provide evidence of clear continuing growth. And the pressure to rationalise
exerted by international competition is steadily increasing. Expanding busi-
nesses will have an ever greater need for computer-aided applications to
enable them to more effectively manage their human resources.

High double-digit growth rates are also forecast for the current year in the
field of consulting. Above all, it will be those companies offering a holistic
approach to consultancy which take the lead in the face of intensifying com-
petition. This financial year will see a supra-proportional rise in the demand
for strategy-related consultancy services which combine the skills required
to put the advice into practice and the software required to do so. It is
therefore reasonable to expect rising investments in the field of Staff Effi-
ciency Management in the year 2001. ATOSS ranks among those service
providers who are not only the technological leaders in their field, but are
able to supplement this advantage with a holistic consultancy service. We
thus meet all of the conditions required in order in future to derive an
above-average benefit from the trend towards the introduction of systems
designed to optimise the deployment of personnel resources.

Some sectors are particular promising

Especially in areas concerned with industrial manufacturing, in the banking
and insurance sector and in service sectors such as transport and in-
patient health-care, a field which will be of steadily growing importance in
the future, we have amassed a comprehensive fund of know-how. In future
we intend to build on these foundations with the goal of producing sector-
specific solutions.

A study carried out by the University of Wirzburg proves that by introducing
ATOSS software, hospitals, care centres and authorities are able to signifi-
cantly increase their productivity. ATOSS will therefore continue to focus on
the hospitals market and expects to conclude some important new orders
in the year 2001.

Further sector-specific solutions such as a human resources demand plan-
ning facility designed specifically for commercial organisations and a hand-
held computer-based performance acquisition system for service providers
are at the planning stage. The market potential is also being tested for pre-
configured software packages for transport operators and call centres.



In order to more successfully reach out to a broad spectrum of potential
clients, we began in the year 2000 to restructure our sales organisation.
We also plan to merge ATOSS Systems-Consulting GmbH of Meerbusch with
the parent company ATOSS Software AG, Munich, in order to concentrate
the regional organisation structure on sales and consultancy activities. The
smaller company which previously operated as an independent entity will
then be run as a branch operation.

Highly positive development in sales and results

In 2001 marketing will commence of the new ATOSS Start-Up Edition prod-
ucts and of the new ATOSS Staff Efficiency Suite for the high-end business
market, as a result of which we expect sales to increase by approx. 21% to
around DM 51 million. We further expect the return on sales to rise to 8%,
leading to a profit on normal business activities of around DM 4 million.

Likewise in the medium term, the outlook remains positive: the national and
international growth market constituted by Staff Efficiency Management
offers distinct opportunities for ATOSS Software AG. Thanks to our years of
experience, our technologically advanced products and the expanded strat-
egy we have introduced coupled with our ongoing internationalisation, we are
already very well positioned.

Further corporate growth will benefit our shareholders in particular We are
confident that in future we shall continue to develop ATOSS Software AG
with sustained success and we would invite you to share in this develop-
ment.

May we also take this opportunity of thanking you, our shareholders and all
of our staff for your loyalty in the financial year 2000.

Yours truly,
Andreas F.J. Obereder Dr. Burkhard Scherf Bernhard M. Auer
President and Chief Vice President Vice President

Executive Officer Consulting and Development  Sales and Marketing






The Share

(© Security identification number: 510 440

( Category: No-par-value bearer shares

 Capital stock: EUR 4,025,667

© Number of shares: 4,025,667

© Shareholder structure: Founder family 56%o,
staff & management 12%,
portfolio investment 32%

© Quotations: Neuer Markt, FWB

© Designated Sponsors: Bayerische Landeshank, BNP Paribas

© Financial year: 31 December

© Initial listing: 21 March 2000

© Stock market code: AOF

© Dividend: -

 Market capitalisation

as at 31 Dec 2000: EUR 48,3m
© Annual share price high/low: EUR 51,50/ EUR 8,70
( Earnings per share: DEM -0.03
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Under the lead management of BNP Paribas and the consortium banks Bay-
erische Landesbank and Bankhaus Julius Bar & Co. AG, ATOSS Software AG
issued 300% of its present capital stock amounting to a total of 1.2 million
individual shares (including greenshoe) on the Neuer Markt of the Frankfurt
Stock Exchange. The shares originated exclusively from a capital increase,
with no shares being disposed of by existing shareholders. As a result of
high demand the shares offered were oversubscribed 47-fold and the issu-
ing price of EUR 30 was fixed at the top margin of the book-building spread
of EUR 27-30. On 21 March 2000, trading in ATOSS shares began on the
Frankfurt Stock Exchange under security identification number 510 440 at
a price of EUR 31.50.

The proceeds from the stock issue accrued entirely to the company, less the
costs of stock market flotation which amounted to DM 7.0m. The executive
board and management at ATOSS Software AG committed themselves to
holding periods of up to five years.

The share price trend

The start for the ATOSS share was a complete success. After the original
listing of EUR 31.50, ATOSS took the EUR 40 mark on the fourth day of
trading, and even closed on the same day at EUR 47.80. In the course of
the months of April and May the ATOSS share gave way slightly — following
the overall market — but, as of June, it was able to break away from the
negative development of the NEMAX and NEMAX software index and stage
a clear recovery. Starting in mid-July the share made a terrific spurt up to
EUR 51.50 to the end of the month of August and, in the course of this
upward movement, was even able to clearly outperform C-Dax software as
well as the DAX 100 software and technology indices. Then a slow counter-
reaction followed in autumn. After publication of the revised target figures
on 10 November 2000, the ATOSS share lost nearly half of its value in a
single day and fell to a low of EUR 8.70 in the month that followed. How-
ever, as a leader in technology and having a strong market position in the
area of Staff Efficiency Management, ATOSS Software AG continues to enjoy
attractive future prospects, as was evidenced by the strong end-of-year
business recorded in the financial year just ended. The price once again
recovered to EUR 12 by the end of the year under review.



Share development from 21 March to 29 December 2000

Investor relations measures

In the financial year under review, ATOSS Software AG has held numerous
discussions with institutional investors and financial analysts. Above all, the
aim of our efforts was to provide participants in the capital market with as
transparent and comprehensive a picture as possible of our company and of
the potential which the share price holds. We will intensify this dialogue in
the course of the current financial year.

At analyst conferences, investor meetings as well as trade and shareholder
fairs, ATOSS presented itself to interested portfolio managers, investment
consultants, journalists and private shareholders. In this context, many
opportunities arose for private investors to address questions to the exec-
utive board and thus acquire information about the company from man-
agement personally. Shareholders and interested investors frequently took
advantage of the various offers and visited the conferences for investors
in Hamburg, Berlin and Frankfurt as well as the shareholder fairs in Ham-
burg and Munich — not to mention that large numbers came to the “Atoss
Inside” investor relations day in Munich.

In addition to detailed quarterly reporting, regular press releases and,
if required, ad hoc reports, ATOSS offers its shareholders a constantly
updated Internet site which contains all of the current information that is
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relevant to the shareholder under http:/www.atoss.com. Take the opportu-
nity to have your name included on our mailing list for shareholder informa-
tion and we will dispatch our press releases directly to you at home via
e-mail!

Research

Apart from the issue studies prepared by BNP Paribas and Bayerische
Landesbank, the independent institution ICE Securities of London has com-
piled a detailed analysis on ATOSS Software AG. In a recent study dated
1 March 2001, ICE Securities using the discounted cash flow method cal-
culated a fair value for the ATOSS share of EUR 27. The Bayerische Landes-
bank also produces regular reports on ATOSS Software AG.

Motivation through staff participation: the ATOSS convertible bond pro-
gramme

In order to enhance the motivation of staff and members of the board and
further strengthen their loyalty to the company, the ATOSS Employee Share
Scheme was established prior to the company going public. The executive
board was authorised up to 31 January 2005 to issue registered 2% inter-
est-bearing convertible bonds in the overall amount of up to EUR 280,000
with a maturity period of up to January 2010. Two years after acquisition
of the convertible bonds, eligible staff shall be entitled to convert each EUR
1 of the nominal value of their convertible bond into a company share. The
exercise price is the average of the stock exchange prices over the last
five days of trading prior to the adoption of the resolution on issuing the
convertible bonds, less EUR 1 which is to be paid up front when subscribing
for the convertible bonds. In this fashion, eligible staff will have the option of
paying the lower price of the share when subscribing the convertible bond in
spite of an increase in the share price. Thus staff and members of the board
are provided with an additional incentive for helping to increase the value of
the company. Moreover, they are tied more closely to the company as only
staff or members of the board at the company or affiliated companies are
entitled to this conversion privilege.



Huge potential for the ATOSS share

ATOSS Software AG operates in a growth market which will increase to
a volume of EUR 12bn in Europe alone by 2004. The reason behind this
is the urgent necessity to employ highly-qualified and well-paid staff in an
optimum fashion in order to withstand competition from low-wage countries
and western industrialised states. Companies in every branch of trade and
industry as well as public organisations and official agencies require the right
tool in order to do so. With the ATOSS Staff Efficiency Suite and the com-
pany’s innovative consulting approach, ATOSS satisfies the needs of these
companies for cutting-edge software and integrated consulting.

In the financial year 2000, we were forced to make a slight downward revi-
sion in our ambitious sales targets and, by making significant investments
in the future, interrupt the growth in our result which has been constantly
increasing since establishment of the company 13 years ago. In a very weak
stock market setting, this triggered a clearly exaggerated fall in the share
price. However, these investments will pay off as early as in the current
financial year and contribute to the successful continuation of the ATOSS
growth story.
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Report of the Supervisory
Board -l




Dear Shareholders,

The year under review was shaped by the fact that your ATOSS Software
AG went public in March 2000. The basis for future growth and thus busi-
ness success was created with the successful placement of the company's
shares.

In a total of twelve extensive Supervisory Board meetings, which in conform-
ity with the Articles of Incorporation were partly carried out in the form of
telephone conferences, we have thoroughly considered all important busi-
ness transactions, the trend in sales and the results, matters relating to
participating interests, investments and the strategic orientation of the
company. The Supervisory Board performed its legal and statutory duties;
it constantly monitored the Management Board and provided support in an
advisory capacity. The verbal and written reports of the Management Board
at the respective meetings provided a detailed overview of personnel, invest-
ment and financial planning in the company. In addition, all of the members of
the Supervisory Board were in constant, direct contact with the Manage-
ment Board, while meetings took place between the Management Board and
the Supervisory Board in person and on the telephone on several occasions
in the period under review.

A Supervisory Board meeting was held on 24 January 2000 to adopt the
annual accounts for the financial year 1999. The annual financial statements
for 1999 were reviewed in the presence of the competent auditor and unani-
mously approved by the Supervisory Board. In addition, a report on business
policy, corporate planning and the profitability of the company was presented
by the Management Board within the scope of this Supervisory Board meet-
ing. Furthermore, a resolution was unanimously adopted by the Supervisory
Board with regard to signing a declaration of intent for participation in CSD
Systemhaus GmbH.

On 2 March the Supervisory Board elected Mr Winfried Wolf as deputy chair-
man of the Supervisory Board at ATOSS Software AG. Mr Winfried Wolf
joined the Supervisory Board on 1 March 2000 and replaced Dr. Frank Zillich
as deputy chairman, who resigned from the Supervisory Board on 29 Febru-
ary.
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On 15 March, the Supervisory Board passed a resolution to increase the
company’s capital stock by EUR 1,090,909 to a total of EUR 3,916,576
in accordance with the authorisation given by the general meeting of share-
holders on 16 February 2000. At the same time, Section 4 Paragraph 1 of
the Articles of Incorporation for ATOSS Software AG was revised. On 4 May
the Supervisory Board adopted a resolution for a further capital increase
of EUR 109,091 to a new total of EUR 4,025,667 in accordance with a
proposal made by the Management Board.

During the meeting on 10 May, the Supervisory Board appointed Mr Bern-
hard Auer to the Management Board of ATOSS Software AG.

A meeting on 25 May took place because of a purchase and co-operation
agreement between ATOSS Software AG and ipro consulting GmbH. The
Supervisory Board authorised the Management Board to purchase and
license the software product “AENEIS” and received prior detailed informa-
tion with regard to the opportunities and risks associated with the con-
tracts. The quarterly report prepared by the Management Board for the
first quarter of the year was discussed within the context of this meeting.

During the meeting on August 23 the Supervisory Board unanimously
approved relocation of the registered place of business for ATOSS Software
Ges. m. b. H. from Kitzblhel to Vienna. In addition, the founding of ATOSS
Software AG, Zurich, and ATOSS Software S.A.R.L., Paris, were approved
and it was agreed to change the name of CSD Systemhaus GmbH to ATOSS
CSD Software GmbH. And, finally, the quarterly and half-year reports pre-
pared by the Management Board on the course of business were both pre-
sented and discussed.

The Management Board report on planned business policy, the course of
business and transactions of substantial importance was submitted to the
Supervisory Board and discussed at the meeting on 13 November. The revi-
sion of anticipated results which was published in the form of an ad hoc
report on 10 November 2000 was taken into consideration and discussed.
This report became necessary after planned large-scale projects — the
yields of which were fundamental for planning in 2000 — had been cancelled
and other projects delayed.



A further meeting took place on 7 December. In the course of this meeting
the Supervisory Board passed a resolution allowing Dr. Thomas Barth, at his
own request, to be relieved of his post as a Management Board director of
ATOSS Software AG. At the same time, the chairman of the Supervisory
Board was authorised to conclude a corresponding rescission agreement
with Dr. Barth.

The last meeting of the year 2000 took place on 20 December. At this meet-
ing the Management Board of ATOSS Software AG submitted, among other
things, the rough planning for financial year 2001. This was approved and
adopted by the Supervisory Board.

The meeting to determine the balance for financial year 2000 took place on
16 March 2001. The annual financial statements, Group financial statement
and situation reports prepared by the Management Board for the financial
year from 1 January 2000 to 31 December 2000 were given an ungualified
auditor’'s certificate by the competent auditor, Deloitte & Touche GmbH,
Wirtschaftsprufungsgesellschaft, Munich. The auditor’s reports were sent
in advance to each member of the Supervisory Board and discussed in detail
at this meeting. The auditor reported to the Supervisory Board on the
results of the examination of the system for the early detection of risks.

The Supervisory Board approved the result of the audit and accepted the
annual financial statement and Group financial statement to 31.12.2000.
The annual financial statement is thereby adopted.

Although ATOSS Software AG was not able to fulfil its own expectations in
2000, it nevertheless was able to lay the foundation for profitable growth in
the future. For this we would like to thank all of the staff and the Manage-
ment Board of ATOSS Software AG.

The Supervispry Board

|
A1

Prof. Dr. Fitz Kar‘masi/nL

(Chairman of the Supervisory Board)
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General

For ATOSS the financial year 2000 was marked primarily by the company’s
flotation and by a targeted development which will enable the Group to grasp
market opportunities in the future as they arise and achieved sustained suc-
cess. The flotation exclusively entailed the issue of shares in the context of
an increase in capital. No shares were replaced by the existing sharehold-
ers, with the result that the proceeds accrued in full to the company.

Despite a difficult economic environment in the second half-year, ATOSS
Software AG achieved further growth in sales and was successful in recruit-
ing urgently needed, highly qualified personnel. The products of the individual
divisions are leaders in their technological fields and the development of new
products and services is reinforcing the position which the company has
already achieved.

However, the difficult circumstances affecting the sector in the financial
year 2000 and the postponement of some important orders resulted in
sales falling slightly short of the planned target.

General setting, macroeconomic situation

During the reporting period, economic development internationally was at
first highly positive. However as the year progressed, growth declined and
there were increasing signs of an economic slowdown. Against the back-
ground of this temperate economic climate, a continuing need exists for the
company to deploy its resources with an efficient hand.

Situation in this sector

Following an unusually sharp increase in corporate IT investment budgets in
the exceptional year 1999 as a result of the anticipated Year 2000 problem,
the majority of companies had their feet back on the ground in the financial
year 2000 and budgets fell. Worldwide, the year 2000 was one of the most
difficult in the history of the IT sector.

This moderation made itself felt particularly in the introduction of new soft-
ware applications; ERP solutions were equally hard-hit. Moreover, the market
for ERP software is a part of the capital investment market which recorded
a downturn in demand during the reporting period, not only as a result of the
overall economic situation.
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Direct market environment surrounding ATOSS Software AG

Deficiencies in the planning and control of human resources impose signifi-
cant restrictions and are among the main causes of low productivity. With
its innovative software tools, ATOSS Software AG enables businesses to
avoid such losses and achieve a competitive advantage through the targeted
deployment of personnel.

ATOSS with its services and software solutions has acquired a leading posi-
tion in this broad market. ATOSS offers a holistic range of organizational
tools with which to plan, analyze and control work processes and human
resources, enabling personnel to be more efficiently deployed. Particularly in
sectors in which payroll constitutes a very high proportion of costs, there
are excellent results to be achieved with ATOSS products.

Corporate development
In the course of the financial year 2000 despite a difficult market environ-
ment, ATOSS Software AG has once more succeeded in increasing sales.

The development in demand in the second half of the financial year 2000 was
less dynamic than expected and it was not until the year was drawing to a
close that a distinct revival was detectable. The month of December was in
fact one of the best months in the company’s history.

For the year 2000, ATOSS had planned to increase
sales to DM 45.2 million. Even though these high so TDM

Sales Development

expectations were not met, nevertheless once again . |
double-digit growth was achieved: consolidated sales
by the ATOSS Group rose in the financial year 2000
by 14% to DM 42.1 million. We thus fell 7% short =of
of our original target, however sales were greater 10

30 - 36,818

a2,099

than anticipated at the time revised corporate tar-

1999

gets (below DM 40 million) were announced in Novem-
ber 2000.

The principal reason for failing to meet the planned sales target lies in the
fact that since the millennium, investments in IT projects have been some-
what reticent. Since on the other hand we ourselves have maintained our
policy of heavy, targeted investment in research and development and in
personnel in order to safeguard and expand our market position, an effect
on the earnings situation was inevitable.
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As a result of this development with effect from Autumn 2000 ATOSS has
been taking corrective action. As at 31.12.2000 a profit on ordinary busi-
ness activities of some DM 0.5 million had been achieved. The success
enjoyed by ATOSS Software AG in December 2000 had an especially positive
impact.

Excellent development in software revenues and maintenance
In the company’s most important area of business,

Development in software revenues

and maintenance TDM ATOSS recorded high levels of growth in software

1999

sales. Anincrease of 40% was achieved, taking sales
to DM 16.9 million. With regard to maintenance,

Dsmware_ revenues of DM 8.3 million were recorded, repre-
senting an increase of 47%.

D Maintenance
Among the most important client projects during
2000 the reporting period were orders from AOL Deutsch-
land, Deutsche Telekom AG and SIXT AG, as well as
follow-up orders from Lufthansa AG and Deutsche Bahn AG. Outside of Ger-
many, contracts were concluded with Swiss airline Crossair and Lufthansa
AG, CDG Paris.

We were commissioned by AOL to implement our software in all of the
company’s German call centers with a total of around 1,000 employees.
Then in August, ATOSS Software AG revealed the largest individual project in
its history. In future, ATOSS software will be managing the working hours of
140,000 employees at Deutsche Telekom AG and its affiliated companies.

In October, ATOSS was awarded a further important order. SIXT AG is now
using our software to manage around 5,000 employees. First to benefit will
be the company's headquarters in Pullach and branch offices throughout
Germany, to be followed successively by all branches in Austria, Switzer-
land, France and Great Britain. Using this program version, users worldwide
independently of the platform they are using can access the software by
Internet/Intranet in order to control and analyze their personnel resources
online and optimize staff deployments. The order from SIXT AG also involves
the use of ATOSS personnel deployment planning products at a call center
employing 200 staff in Germany.



Downturn in hardware sales

Sales of hardware (special equipment for the acquisition of time and operat-
ing data) in the financial year 2000 amounted to DM 6.9 million, and were
thus 30% lower than in the previous year.

Although we had anticipated reduced sales in the hardware field, the extent
of the downturn exceeded our expectations. As a result of the increasing
use of modern software-based technologies such as on-screen time data
acquisition, our plans anticipate a further decrease in the significance of
hardware.

Turnover from hardware is generated exclusively in association with the
implementation of our software. Therefore hardware is deployed on a proj-
ect-specific basis in all cases.

Developments in the area of services
With services in the financial year 2000 ATOSS Software AG achieved an 8%
increase in turnover, which rose from DM 7.2 million to DM 7.8 million.

As part of the consistent implementation of our holistic approach as a spe-
cialist in Staff Efficiency Management, during the reporting period we have
expanded our consultancy activities. By doing so, we are able to safeguard
the smooth implementation of ATOSS products for our clients to a greater
extent than ever before. We also attach special importance to the close
contacts which are formed through our comprehensive, solution-oriented
consultancy work, allowing us to integrate the maximum number of ideas
and suggestions emanating from the client into existing and planned proj-
ects.

The combination of years of experience and new technologies in the field of
IT and organization management, coupled with the correct methodologies,
guarantees that our clients will attain sustained increases in efficiency all
along the value chain.

In September 2000 ATOSS Software AG Deutsche Bahn |['_jﬂ:i

received the largest consultancy contract
in its history when it was commissioned to
advise on the optimization and reorganization of personnel accounting pro-
cesses at the Deutsche Bahn AG. The primary objective is to develop and
implement a nationwide uniform process sequence for the “Personnel Ser-
vice Center” (PSC). The PSC functions as an independent internal service
provider to the Deutsche Bahn AG.




Additional consultancy contracts were subsequently agreed with clients
such as Viag Intercom and Austria’s Airest.

Foreign business

We are pursuing a two-fold strategy of internationalization: on the one hand
by accompanying international clients such as Lufthansa, SIXT and DeBoer,
our presence outside of Germany is constantly growing in line with the
requirements of our customers. In addition to which we are expanding our
foreign subsidiaries.

In parallel with this, we are also entering into cooperation agreements with
suppliers and systems houses outside of Germany in order to establish indi-
rect distribution channels.

As part of this strategy in January we founded ATOSS Software AG, Zurich.
The head office of the development company ATOSS Software Ges. mbH was
transferred from the plant in Kitzbuhel to Vienna, where additional sales and
consultancy capacities are being developed. Meanwhile the Kitzbldhel plant
will continue to focus on software development. In June, ATOSS Software
S.AR.L. was established in Paris.

The development in sales at our foreign subsidiaries in the first year was
not however sufficient to cover the high level of start-up costs — resulting in
negative profit contributions from these subsidiaries which ran into negative
equity.

Following the introduction in France of a law requiring all companies with
more than 20 employees to reduce staff working hours, there is a high
demand for technical solutions which will enable personnel to be deployed
with greater efficiency and flexibility. France is moreover Europe’s second-
largest market for software and IT services.

ATOSS received its first important order

from France at the beginning of July

2000, from Lufthansa AG, CDG Paris.

In December we won our first order in the Netherlands. De Boer Hens-
broek Holding, Europe’s leading supplier of tents with branches worldwide,
appointed ATOSS as its international partner with the task of implementing
the ATOSS Staff Efficiency Suite at the company’s headquarters in Alkmaar
and thereafter in Great Britain and Belgium.



In mid December, our Swiss subsidiary ATOSS Software AG was awarded an
order by Switzerland’s Crossair AG, one of Europe’s leading regional airlines,
to analyze, plan and manage its human resources. This order has provided
ATOSS with another opportunity to demonstrate its competence in the field
of transport and services, as well as to secure its position in the Swiss
software market for the long term.

A short while later the Osterreichische Lotteriegesellschaft [the Austrian
Lottery Companyl placed an order with ATOSS Software Ges.mbH, Vienna,
to optimize its human resources using ATOSS software and consultancy
products.

In September 2000 ATOSS Software S.A.R.L., Paris, entered into a close
distribution and cooperation agreement with French company SBI Informa-
tigue. This successful provider of ERP solutions has been building up a broad
client base since 1987 and has now set itself the target of developing
even more strongly in the expanding market for Staff Efficiency Manage-
ment. Because of the strong position enjoyed by ATOSS, the two companies
complement one another very well. SBI and ATOSS products can well be
marketed as complementary modules.

The proportion of total sales generated abroad rose in the year 2000 to 9%
(previous year: 69%)J; in the medium term we plan to raise this proportion to
over 20% by the year 2004.

Assets, financial and earnings situation

The expanding volume of business and in particular the inflow of funds from
the flotation are reflected in the Group balance sheet. As at 31 Dec 2000
the balance sheet total was DM 85.8 million, compared with DM 16.7 mil-
lion in the previous year. The DM 70.4 million proceeds of the flotation lifted
equity from DM 6.0 million to DM 72.4 million. The capital ratio rose from
36% to 85%.

Liquid funds as at 31 Dec 2000 amounted to DM 52.0 million, compared
with DM 5.4 million in the previous year and accounted for 61% of total
assets, up from 33% the year before. ATOSS thus continues to have sub-
stantial resources at its disposal to successfully push ahead with further
internal and external growth.

The cash flow from operating activities as at 31 Dec 2000 amounted to
DM -8.8 million, compared with DM 3.4 million the year before. This down-



turn is essentially attributable to the increase in accounts receivable com-
pared with the preceding year These were boosted by a large order for
which staggered payment terms of up to 12 months were agreed.

The cash flow for investing activities at DM -12.4 million (previous year DM
-2.0 million) reflects a high level of investment activities, the bulk of which
(DM 9.7 million) were accounted for by investments in securities. DM 2.4
million was invested in tangible fixed assets, up from DM 1.3 million the year
before.

The cash flow in the amount of DM 67.8 million derived from financing activi-
ties is primarily attributable to the proceeds of the flotation of the parent
company, ATOSS Software AG, Munich, during the financial year.

The development in results in the financial year 2000 lagged behind our origi-
nal plans; nevertheless a profit on ordinary business activities of DM 0.5
million was achieved. As a result of a tax charge amounting to DM 0.6 mil-
lion, the year ended with a net loss of DM 0.1 million.

Earnings per share were thus DM -0.03 in comparison with DM 2.41 in the
previous year. As a result of several increases in capital ahead of the stock
market flotation, the number of issued shares with an accounting par value
of 1 Euro rose from 643,606 as at 31 Dec 1999 to 4,025,667 as at 31
Dec 2000.

The development in sales reflects the fact that decision-making cycles in
the IT sector have become significantly longer. In order to be able to guaran-
tee future growth, no reductions were made investment projects involving
new technologies and products. The Group result was further burdened by
investments in developing foreign subsidiaries in Zurich, Paris and Vienna.
The majority of the subsidiaries have yet to succeed in generating sufficient
sales of their own to cover their high product development and personnel
costs. An excess of debts over assets at the subsidiary companies has
been averted by declarations of subordination by the parent company. Fur-
thermore, we are confident that on the basis of projected sales and profits,
an improvement can be achieved in the as yet unsatisfactory earnings situ-
ation. For the financial year 2001, a positive profit contribution is expected
from all of the subsidiary companies.

When it became apparent that earnings were lagging behind target, as
early as in the Autumn restructuring measures were introduced, resulting
in a streamlining of the organizational and administrative structure. Thus,
ATOSS has gained a solid basis for 2001.



Research and development

Investments in research and development in the financial year 2000
amounted to DM 4.1 million. Of this, DM 3.0 million was accounted for by
personnel costs for programmers and developers.

The object of our investments in research and
development is to introduce new products and sl e e el
procedures. By doing so, we intend to continue -l
to expand our leading technological position both .1
nationally and internationally with innovative prod- *I 3.1
ucts and services. Our Web Client programmed in =r
Java in particular typifies the technological leader- 1 -
ship and power of innovation embodied in our prod-
1999 2000

ucts. With the Web Client our products are fully
available via Internet and Intranet. The Web Client
is launched as an applet in a browser via a predefined Internet address, but
can also be run locally as an independent application. There is thus no need
for desktop installation or configuration.

The first half of the year also saw the completion and delivery of the Linux
version of our software products, as well as the new Release 2.3.

On schedule, the first customer has licensed an initial version of the new
“ATOSS Project & Performance Management” product. This for the first
time makes it possible to control projects and performance online.

Our software products are already available for decentralized use with hand-
held computers such as the Palm Organizer. ATOSS now offers software
applications for these operating systems.

Following the takeover of AENEIS software, the Version 4.6 has been com-
pleted and tested. The new Release 4.6 includes significant enhancements
in process cost accounting and simulation. In addition the facilities to illus-
trate structures and process diagrams have been expanded. Spanish is now
also supported as a fifth dialog language alongside German, English, French
and ltalian.



Staff, human resources development

Competition for qualified and motivated staff, in particular IT experts and
software developers, continues to be intense. Given this environment, our
increased efforts to recruit new personnel have nevertheless been success-
ful.

Intensive recruitment activities in the financial year

Number of staff

1249

2000 resulted in the (quarterly weighted) average
number of staff rising by 51 from 124 to 175. Per-
sonnel costs rose by 35% in comparison with the previ-
ous year to DM 22.4 million, the rise being attributable
to a significant increase in recruitment of highly quali-
fied software developers. With 40 developers by 31 Dec
2000, ATOSS now has 74% more development capacity

175

1999 2000

at its disposal than a year ago.

As at 31 Dec 2000, 2 training places had been created. The occupants of
these places are being trained as commercial office trainees.

Individual support for all members of staff lies at the heart of our human
resources development policy. We believe that boosting qualification levels
and the desire to achieve will impact directly on the success and thereby on
the value of our company.

In advance of the stock market flotation, as early as 1999 ATOSS estab-
lished an options scheme based on convertible bonds. During the year 2000,
the workforce at ATOSS had the opportunity to subscribe for such convert-
ible bonds both at the time of the flotation and at the end of the year 93%
of staff members participated in this program, which ran until 31 Jan 2001,
and 98% of the bonds on offer were subscribed for A total of 166,176
convertible bonds have now been allocated.

The success of our company is to a decisive extent dependent on the com-
mitment and competence of the men and women in our employ. Thanks to
their efforts in the financial year 2000, despite the extremely difficult cir-
cumstances which prevailed internationally, we were successfully able to
bring new products to market and further increase our sales. The executive
board wishes to express its sincere thanks to all members of staff for the
enthusiastic efforts they have made.



Individual matters of relevance

Take-over of csd Systemhaus GmbH

In March 2000 the parent company acquired all of the shares in csd Sys-
temhaus GmbH, Cham. The user-friendly and innovative TIME CONTROL soft-
ware from csd has significantly strengthened the existing ATOSS range of
products for small and medium-sized companies. The company csd System-
haus GmbH (now ATOSS csd Software GmbH) has succeeded since 1999 in
developing a client list numbering around 1,000 companies in a wide variety
of sectors, thus establishing itself in a successful position. As a result of
the take-over, ATOSS has at its disposal a highly flexible product which can
be deployed with great simplicity at small-business level.

As was the case at other subsidiaries, it was not possible to achieve a posi-
tive result. Turnover generated by the company was not sufficient to cover
the necessary investments in sales and consulting capacities. Because of
its relatively low equity capital, ATOSS csd Software GmbH too recorded a
surplus of debts over assets, the continued legal existence of the business
being safeguarded by a declaration of subordination by the parent company.
However, we anticipate that the development in sales and earnings in the
following years will be such that an improvement will be achieved in the earn-
ings situation, enabling ATOSS csd Software GmbH to contribute to the
success of the ATOSS Group as a whole. A positive result is planned for the
financial year 2001.

Flotation
As part of a book-building procedure, during the period Mar 14-17 2000
a total of 1,200,000 shares in ATOSS Software AG (inc. a greenshoe
offering of 109,091) were offered in a price spread of 27 to 30 Euro. The
issue was several times over-subscribed, resulting in some 30% of capital
stock being placed at 30 Euro. The group of banks comprised lead manager
BNP Paribas, the co-lead manager Bayerische Landesbank and
selling agent bank Julius Bar & Co. AG. As a result of the cash
capital increase, the capital stock rose from DM 2.8 million to DM
4.0 million Euro; the proceeds of the issue amounted to Euro 36
million.

Acquisition of AENEIS

In 2000 all license rights were acquired to the software product
AENEIS from ipro Consulting GmbH, Stuttgart. AENEIS is a
business process modeling software product which complements
the original ATOSS products.




As part of the transaction, ATOSS was also able to recruit the development
and sales team. At the time of purchase, AENEIS was already in use at
over 600 companies. The client list includes well-known companies such as
Adam QOpel AG, Hoechst AG and Messe Frankfurt [the Frankfurt trade fair
centerl.

Executive organs of the company

As of 1 July, Mr Bernhard M. Auer became director in charge of sales and
marketing at ATOSS Software AG in Munich. Mr. Auer’s previous career has
included international management positions at IBM, Compag Computers,
Digital Equipment and Qlivetti. In addition to his work for ATOSS, Bernhard
M. Auer also holds two other supervisory board posts.

In December for personal reasons Dr. Thomas Barth was released from his
position on the executive board. However, he will continue to serve the com-
pany in a consultant capacity until March 2001.

Events of special significance after the balance sheet cut-off date
No reportable events of special significance have taken place subsequent to
the balance sheet cut-off date.

Risks to future development and risk management

Changes in the environment in which the company operates hold both risks
and opportunities for future development. In all our activities, the objective is
to optimize opportunities wherever possible and to avoid or minimize risks.

ATOSS Software AG is in the process of establishing a monitoring system
devised jointly with external consultants which is aimed at enabling us to
detect and exploit opportunities and risks to the fullest extent. Knowledge
thus gained of risks which threaten our existence is regularly updated and a
schedule of actions based on these findings is constantly adjusted. ATOSS is
confident that adopting this procedure will enhance the security with which
future sales and earnings can be planned.

The company endeavors to take the appropriate action to avoid, overcome
or minimize risks.

The experience gained from the use of this risk management system will
serve to minimize the risk of incorrect estimations of financial and market
situations. This internal reporting system extends to all companies in the
Group.



As in the case of many growth companies, ATOSS too remains dependent on
a small number of key persons who exercise a substantial influence over the
development of the company. Moreover, there is a need to adapt corporate
processes and personnel development to the company’s growth.

Despite its above-average growth rate and the significant improvement in
awareness of the company as a result of the flotation, ATOSS remains a
niche supplier. For this reason, the company continues to be under latent
competitive pressure from major ERP suppliers who by developing partner-
ships or products of their own might succeed in enhancing their position
in the market - and in particular in foreign markets - to the detriment of
ATOSS. To counteract this, ATOSS is developing new products and estab-
lishing a presence in international markets.

Expanding product strategy

In the third quarter of 2000 we decided on an extension of our product
strategy. In the context of the consistent, on-going development of the
Strategic Management of Work and Time, we intend to integrate Knowledge
Management as a logical means of supplementing and refining our product
portfolio.

With the availability of a Webh-based e-business solution, customers now
have access to ATOSS products on a blanket, net-based scale. This includes
the facility to use our products via ASP providers. To address the interna-
tionally important topic of “Staff Efficiency Management”, ATOSS has cre-
ated the Staff Efficiency Suite, and in doing so has taken a leading position
in this future-oriented market. Of essential importance for Staff Efficiency
Management applications is the integration of knowledge within projects,
processes and resources.

Staff Efficiency Management for the first time creates a link between exist-
ing ATOSS products and knowledge management, opening up significant
additional sales and profit potential for ATOSS.

We shall continue to expand the leading position enjoyed by ATOSS Soft-
ware AG in the field of Staff Efficiency Management through the sale of our
“e:fficiency product suite”. New and important products which will be avail-
able in 2001 will have a positive effect on business development as early as
the second half-year.



Outlook

Future situation in this sector

The slowdown in economic growth and the stated intention of numerous
companies to scale down or at least not to increase their investments in
information technology in the year 2001 indicate that the course of busi-
ness development in this sector will be difficult. On the other hand, accord-
ing to a study by Information Week over 82% of all IT decision-makers will
either invest the same amount as in the last financial year or have more
funds available for IT. EITO and Bitkom studies forecast an upturn in the soft-
ware market in Germany, with the volume of sales rising from DM 29.5 bil-
lion to OM 33 hillion and the market for ERP software growing by just under
30% in the year 2001. Moreover, strengthening international competition
is increasing the pressure on companies to rationalize, as a result of which
increased investments in the field of Staff Efficiency Management are to be
expected in 2001.

Labor market data lead us to conclude that in the coming years the number
of people in employment will continue to rise. Expanding companies will have
an ever greater need for computer-aided applications in order to practically
manage the deployment of human resources. Increasing wage costs will
serve to reinforce the need for efficient control.

High double-digit growth rates are also forecast for the current year in
the field of consulting. Above all, it will be those companies offering a holis-
tic approach to consultancy which take the lead in the face of intensifying
competition. This year will see a supra-proportional rise in the demand for
strategy-related consultancy services which combine the skills required to
put the advice into practice and the software required to do so. A downturn
in the demand for consultancy without the associated systems competence
and implementations know-how, on the other hand, was already becoming
apparent in the last financial year.

Future situation of the company

Despite the subdued macro-economic situation, we expect our company to
be well positioned in the market in 2001: software suppliers such as ATOSS
who are the technological leaders in their field and are able to supplement
this advantage with a holistic consultancy service will continue to enjoy suc-
cess.



Especially in areas concerned with industrial manufacturing, in the banking
and insurance sector and in service sectors such as transport and in-
patient health-care, a field which will be of steadily growing importance in
the future, ATOSS has amassed a comprehensive fund of know-how. In future
we intend to build on these foundations with the goal of producing sector-
specific solutions.

Hospital requirements for software which will facilitate the efficient deploy-
ment of staff will increase significantly: here the move to a system of
performance-related lump-sum remuneration based on “Diagnosis Related
Groups” (DRG’s) will bring about a major change in the environment. There
will be an extremely high demand for transparency of and control over the
personnel resources deployed on a case-by-case basis.

A hospital study carried out by the University of Wirzburg proves that by
introducing ATOSS software, hospitals, care centers and authorities are
able to significantly increase their productivity. ATOSS will therefore con-
tinue to focus on the hospitals market and expects to acquire some impor-
tant new clients in the year 2001.

Focussing sales activities

During the financial year 2000 ATOSS Software AG began to restructure its
sales activities in order to better serve its broad range of potential clients
in the year 2001. By defining major clients as key accounts we are confident
of establishing an even more successful relationship with present and future
purchasers of our products.

With effect from 2001 our direct sales effort will be focussed on larger
customers and potential clients than in preceding years. The smaller-client
segment will be covered through indirect sales.

In order to concentrate regional organization structures on sales and con-
sultancy activities, the company plans to merge ATOSS Systems Consulting
GmbH of Meerbusch with the parent company ATOSS Software AG, Munich.
All clients in Germany will then receive a uniform level of service direct from
ATOSS Software AG. The smaller company which previously operated as an
independent entity will then be run as a branch operation.



Future investments

Following the ambitious investment program of the past financial year,
investments on research and development and personnel in the year 2001
will continue at the same high level.

Future development in sales and earnings

In 2001 marketing will commence of the new ATOSS Start-Up Edition prod-
ucts and of our new Staff Efficiency Management product strategy, as a
result of which in the medium term we anticipate a sales potential of approx.
DM 51.3 million. Group sales in the financial year 2001 will grow by some
21%:; the profit on normal business activities will rise to a return on sales
of 8%.

The national and international growth market constituted by Staff Efficiency
Management offers distinct opportunities for ATOSS Software AG. Thanks
to our years of experience, our technologically advanced products and the
expanded strategy we have introduced coupled with our ongoing internation-
alization, we are already well positioned in this market which in Europe alone
will grow to over 12 billion Euro by the year 2004.

Software order situation

In January, traditionally the weakest month of the year, firm software license
orders for the year 2001 valued at DM 0.8 million are already to hand. In
the previous year the figure was DM 0.2 million. These orders relate to
new contracts concluded between ATOSS and clients not already covered by
master contracts or long-term supply commitments.



Consolidated halance sheet to 31 Decemher 2000

ASSETS

31 Dec 2000 31 Dec 1999

A Fixed assets DM TDM

1 Intangible fixed assets

1 Industrial property rights

and similar rights and assets 3,871,907.00 458

2  Goodwill 65,170.14 87
3 Payments on account 18,000.00 0
3,955,077.14 545

Il Tangible fixed assets

1 Technical plant, fixtures 339,951.49 129
2 Other plant and office

equipment 2,905,256.61 2,440

3,245,208.10 2,569

7,200,285.24 3,114

B Current assets

1 Inventories
Finished products and merchandise 94,413.19 45

Il Accounts receivable and other assets

1 Accounts receivable 12,762,811.13 7,358
2 Other assets 1,507,235,42 259
14,270,046,55 7,617

Il Securities
Other securities 9,984,409.61 275
IV Cheques, cash in hand, cash at banks 52,003,280.44 5,430
76,352,159.79 13,367
C Prepaid expenses and deferred charges 306,549.06 129
D Deferred taxes 1,909,901.36 65
Total assets 85,768,895.45 16,675




EQUITY AND LIABILITIES

31 Dec 2000 31 Dec 1999

A Capital and reserves DM TDM
I Capital subscribed 7,339,872.07 1,309
Il Capital reserve 64,927,859.37 3.279
Il Profit / loss carried forward 236,927.41 -171
IV Net profit / net loss for the year -120,586.32 1.518

V Variation in capital and reserves
with neutral effect on operating result 65,822.18 95
72,449,884.71 6,030

B Provisions for liabilities and charges

1 Provisions for pension and similar

commitments 424,658.00 376
2 Provisions for taxes 770,279.15 2,294
3 Other provisions 2,860,987.21 3,402
4,055,924.36 6,072

C Liabilities
1 Bonds 88,900.30 0
2 Payments received on account 0.00 6
3 Liabilities to banks 880.578.08 311
4 Accounts payable 5,787,837.52 2,602
5 Other liabilities 1,548,528.74 1,099
8,305,944.64 4,018
D Deferred payments and accruals 957,141.74 555
Total equity and liabilities 85,768,895.45 16,675
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Consolidated income statement
for the financial year 2000

INCOME STATEMENT

31 Dec 2000 31 Dec 1999
DM TDM
1 Sales revenues 42,099,431.94 36,819
2 Cost of sales -16,016,471.71 -14,475
3 Gross profit on sales 26,082,960.23 22,344
4 Sales costs -14,167,703.65 -10,347
5 General administrative costs -9,455,464.14 -6,032
6 Research and development costs -4,050,413.66 -3,057
7 Other operating income 2,377,671.24 346
8 Other operating expenses -359,178.57 -1
Operating result 427.871,57 3.253
9 Other interest receipts and similar income 302,100.00 46

10 Write-downs on long-term and
short-term investments 0.00 -101
11 Interest payments and similar expenses -186,497.58 -69
Financial result 115,602.42 -124
12 Profit on ordinary activities 543,473.87 3,129
13 Taxes on income and earnings -653,229.96 -1,581
14 Other taxes -10,840.23 -30
'664!070-19 '1;611

15 Net loss for the year

(previous year: net profit) -120,596.32 1,518



Consolidated statement of cash flows
for the financial year 2000

CONSOLIDATED STATEMENT OF CASH FLOWS

31 Dec 2000 31 Dec 1999
DM TDM

Cash flows from operating activities
Net income for the year -120,596.32 1,518
Depreciation and amortisation 1,743,393.71 1,139
Loss on sale of fixed assets 74,728.16 12
Deferred/prepaid taxes -1,845,138.36 -142
Minority interest in subsidiary 0.00 101
Changes in current assets and liabilities
Accounts receivable -5,405,186.60 -1,684
Other current assets
and prepayments -1,517,505.09 514
Accounts payable -13,843.64 9
Provisions for taxes
(tax liabilities on income) -1,623,735.85 1,158
Personnel provisions and liabilities -284,252.24 829
Deferred income 402,015.74 353
Other provisions and liabilities -333,780.11 -500
Pension provisions 48,708.00 47
Cash flow from operating activities -8,775,192.60 3,354
Acquisition of fixed assets -2,386,514.60 -1,339
Revenues from the disposal of fixed assets 271,255.93 0
Acquisition of intangible assets -589,367.44 -417
Acquisition/disposal of securities -9,708,838.10 0
Purchase of minority interest
in subsidiary -250
Cash flow from investment activities -12,413,464.21 -2,006
Increase (decrease) in short-term borrowings 570,025.73 -227
Variation in shareholders’ equity 67,103,443.97 3,204
Increase in bonds 88,900.30 0
Cash flow from financing activities 67,762,370,00 2,977
Net increase in liquid funds 46,573,713.19 4,325
Liguid funds at beginning of year 5,429,577.25 1,105
Liquid funds at end of year 52,003,290.44 5,430
Additional disclosures re cash flow:
Income taxes paid 662,366.00 618
Interest paid 186,497.58 69



ATOSS Software AG, Munich
Annex to the Consolidated Annual
Accounts 2000

l. General statements

1 General

ATOSS Software AG, Munich, is a leading supplier engaged in the development
and sale of software designed to provide electronic support for all business
processes in order achieve the efficient deployment of personnel both within
companies and at public institutions. ATOSS product lines comprise integrated
software modules which are suitable for use by a wide variety of clients.

Taking advantage of the exemption granted by § 292a HGB [German Commer-
cial Codel, the consolidated annual accounts have been prepared in accordance
with the United States Generally Accepted Accounting Principles (US GAAP).

2 Accounting, valuation and consolidation methods
All business events are fully and uniformly recorded in the present consolidated
annual accounts.

2.1 Consolidation group
In addition to the accounts of ATOSS Software AG, the consolidated annual
accounts include those of

ATOSS Systems Consulting GmbH, Meerbusch
ATOSS csd Software GmbH, Cham

ATOSS Software Ges.mbH, Vienna

ATOSS Software AG, Zurich

ATOSS Software S.A.R.L., Paris



2.2 Statements concerning the integrated companies
The following companies are fully consolidated within the present annual accounts:

ATOSS Software AG, Munich

ATOSS Systems Consulting GmbH, Meerbusch
ATOSS Software Ges.mbH, Vienna

ATOSS Software AG, Zurich

ATOSS Software S.A.R.L., Paris

ATOSS csd Software GmbH, Cham

During the financial year, within the context of an increase in capital, all of the shares
in ATOSS csd Software GmbH, Cham, were acquired in a non-cash transaction. For
accounting purposes, the business combination was treated using the pooling of inter-
ests method. Thus the consolidated annual accounts include financial effects and results
just as if ATOSS csd Software GmbH, Cham, had been a subsidiary of ATOSS in the
preceding years.

2.3 Consolidation bases

The consolidation of capital has been treated by application of the purchase method of
accounting by setting off the purchase costs against the Group share in the equity of
the consolidated subsidiaries at the time of acquisition.

In the consolidation of debts, mutual liabilities and receivables on the part of the inte-
grated companies have been offset.

Sales, expenses and revenues between the consolidated companies have been elimi-
nated.

2.4 Accounting and valuation bases

It is a fundamental principle that all of the integrated annual accounts are prepared
using the accounting and valuation bases applied by the parent company, ATOSS Soft-
ware AG, Munich.

Deviations between US-GAAP rules and those laid down in the HGB [German Commercial
Codel and AktG [Company Law] are explained under Point IV.13.

Assets_are valued at purchase cost less planned linear depreciation. Low-value items
within the meaning of § 6 EStG [Income Tax Law] are written down in full in the month
of purchase.



Inventories are valued at cost of purchase.

Accounts receivable are based upon supplies and performances and are
reported at nominal value. Individual value adjustments are made to receiva-
bles to allow for recognisable risks, and permissible lump-sum corrections
are deducted to cover the general credit risk.

Other assets and liquid funds are shown at their nominal values.

Fixed-interest securities and shares forming part of the current assets are
reported at market value. Insofar as changes in reported values are attrib-
utable to unrealised profits or losses, these are directly allowed for in the
company's net worth.

Liquid funds are valued at face value.

Prepaid expenses/income relate to payments/receipts prior to the balance
sheet cut-off date which represent expenditure/earnings falling within the
following financial year.

The company balance sheet reflects the effects of deferred taxes resulting
from temporary differences between the commercial and tax balance sheets
and from losses carried forward for tax purposes. Deferred taxes carried
as assets and liabilities are assessed on the basis of the approved tax
rates and tax regulations at the time these differences are reversed. If the
expected future results at a given company render the realisation of a tax
reduction improbable, appropriate value adjustments are made to capital-
ised deferred taxes.

Pension commitments are valued in accordance with SFAS No. 87.

The tax reserves and other reserves take account of all recognisable risks
and uncertain liabilities on the basis of prudent commercial judgement.

Earnings per share are calculated by dividing the annual net earnings by the
weighted average number of outstanding shares.

To calculate the diluted earnings per share, to the average number of shares
is added the potential number which might be issued on the basis of convert-
ible bonds.



3 Currency conversion bases

Balance sheet items in foreign currency are valued either at the exchange
rate prevailing on the balance sheet cut-off date or at a historical rate;
expenses and revenues are valued at the rates applying to the respective
transactions.

The annual accounts of foreign companies whose currencies are not yet
among the Euro participants have been converted into DM. Their balance
sheets have been converted at the exchange rate prevailing on the balance
sheet cut-off date or at historical rates; for the income statements, the
exchange rates at the time of the transactions have been applied.

q Estimates employed in preparing the consolidated annual accounts
The preparation of annual accounts in conformity with the generally recog-
nised principles of due and proper accounting (US-GAAP) necessitates esti-
mates and assumptions which affect the figures reported under assets and
liabilities, the statements made in the Annex and the figures included in
the statement of income. The actual results may deviate from these esti-
mates.

I Statements and explanations concerning the
consolidated halance sheet

1 Fixed assets
The development in fixed assets is illustrated in an asset table at the end of
the Annex.

2 Market values of financial instruments

Because of their short-term maturity dates, the book values of financial
instruments such as liquid funds, receivables and liabilities approximately
correspond to their market values. Securities and shares forming part of
the company’s current assets have been valued at market prices. Unreal-
ised profits and losses based upon the market-price valuation of securities
have been booked to the company’s net worth without affecting the operat-
ing result.

3 Inventories

The inventories essentially relate to hardware components produced in
advance in small numbers at ATOSS csd Software GmbH. In addition, IBM
software licenses are held in stock prior to installation for the client.



4 Accounts receivable
The other assets essentially relate to tax refund claims.

5 Short-term investments
The short-term investments relate to fixed-interest securities and shares.

These short-term investments are composed as follows:

31 Dec 2000 31 Dec 1999

DM DM

Purchase costs 9,893,089 70,463
Unrealised profits 131,995 205,109
Unrealised losses - 40,770 0
Market value 9,984,314 275,572

6 Prepaid expenses/income

Prepaid expenses/income relate to payments/receipts prior to the balance
sheet cut-off date which represent expenditure/earnings falling within the
following financial year.

7 Balance sheet entries for deferred taxes

The company is subject to trade tax, corporation tax and the solidarity sur-
charge.

The balance sheet reflects the following capitalised deferred taxes arising
from losses carried forward for tax purposes and from temporary differ-
ences between HGB and US-GAAP:

31 Dec 2000 31 Dec 1999
DM DM
Trade tax on losses carried forward 732,752 0
Corporation tax on losses carried forward 977,192 0
Profit tax on losses carried forward,
Switzerland 49,528 0
Prepaid taxes due to current US-GAAP
differences 150,429 64,763
Total 1,909,901 64,763



Losses originating from companies resident in Germany and Austria may
be carried forward for tax purposes for an unlimited period. Losses at the
Swiss company are of only limited use; DM 49,528 will lapse after the year
2007.

Company profits are subject to a corporation tax rate of 40% and a solidar-
ity surcharge of 5.5% on the amount of corporation tax due. This produces
a corporation tax charge of 42.2%. The difference between computed and
actual income taxes on consolidated profits essentially results from the
trade tax of 14.5% due in Germany in 2000, the deviating tax rates applying
to the foreign companies and changes in the rates for deferred taxes.

8 Equity development
The development in equity is evident from the equity variation statement.

9 Treasury Stock

In December 2000 the company bought back 27,285 shares at a price of
EUR 10.00. This price is marginally below the then current share price of
EUR 11.00.

The treasury stock has been reported as a separate equity item.

10 Pension reserves

A pension commitment exists in respect of the management board chairman
of ATOSS Software AG, who is also the majority shareholder in the parent
company. The pension reserve has been calculated by applying an interest
rate for accounting purposes of 6 % (previous years: 5.5 %) and a wage and
pension growth factor of 2.0 % (previous years: 1.5 %).

The pension expenses are composed as follows:

2000 1999

DM DM

Cost of additions during the fnancial year 29,723 29,552
Interest 18,985 17,312
Pension expenses 48,708 46,864



The development in pension commitments and the translation of pension
liabilities to the company balance sheet may be illustrated as follows:

2000 1999

DM DM

Cash value of potential pension at 1.1. 345,181 314,765
Cost of additions during the financial year 29,723 29,552
Interest 18,985 17,312
Actuarial yield -22,560 -16,448
Cash value at 31.12. 371,329 345,181
Translated amounts 53,329 30,769
Pension reserves 424,658 375,950

11 Tax reserves

This reserve covers those of the parent company’s tax liabilities for previous
years which are not covered by advance payments, as well as deferred tax
charges. It is made up as follows:

31 Dec 2000 31 Dec 1999

DM DM

Current taxes 702,685 2,208,052
Deferred taxes 67,594 85,963
Total 770,279 2,294,015

12 Other reserves
Other reserves essentially include the following amounts:

31 Dec 2000 31 Dec 1999

DM DM

Salary and commission reserves 1,622,158 1,904,516
Vacation reserves 635,107 535,391
Guarantee reserves 233,006 314,685
Other reserves 470,716 647,530
Total reserves 2,860,987 3,402,122

13 Liabilities

The funds deriving from the issue of 45,454 convertible bonds at one Euro
are reported under the heading of bonds. This liability has a residual time to
maturity of between 2 and 4 years.



The liabilities primarily arise from supplies and services and other commit-
ments.

Unsecured credit lines in the amount of DM 3.0 million exist at the house
banks of the integrated companies. These agreed borrowings (drawing facili-
ties) are required as operating capital and for other general Group purposes
and attract interest at variable rates. On the balance sheet cut-off date,
such borrowings amounted to DM 0.8 million; the current rate of interest
was 8 %. There are no long-term bank borrowings.

14 Recent pronouncements on balance sheet accounting

In June 1998 the Financial Accounting Standards Board issued SFAS No.
133, “"Accounting for Derivative Instruments and Hedging Activities " followed
in June 2000 by SFAS No. 138, “Accounting for Certain Derivative Invest-
ments and Certain Hedging Activities”. These publications include guidelines
on balance sheet accounting and the reporting of derivatives and hedging
activities, and are to be applied with effect from 1 January 2001.

These guidelines, however, have no effect on the consolidated balance sheet
or income statement, as the company employs no derivative financial instru-
ments.

Il Statements and explanations concerning the consoli-
dated income statement

1 Realisation of sales

The company generates revenues by issuing software product licenses to
end users or resellers. The company also generates sales through services
such as IT services and consultancy.

Following the handover of software, licensing sales are regarded as realised
when there is a probability that the revenue will be collected, all license
payments are due within one year, the license fees are fixed or accurately
defined by contract and the licensor can assign the license fee to each con-
tractual performance.

The company has signed reseller agreements under which the amounts to be
paid to the company constitute a specific percentage of the license fee paid
by the customer to the reseller. Pursuant to these agreements, the license
fees are regarded as realised when the product is sold by the reseller to the
customer



Consultancy sales are linked directly to services (IT services and consul-
tancy) performed under separate work and services contracts. These sales
are realised at the time of execution.

Maintenance sales accrue over the period during which maintenance serv-
ices are performed.

2 Cost of sales

In addition to the input of goods amounting to TDM 6,179 the costs of sales
also includes expenses incurred in the provision of services. These expenses
amount to TDM 9,837.

3 Software development costs

In due consideration of SFAS No. 86 “Accounting for the Costs of Computer
Software to Be Sold, Leased, or Otherwise Marketed”, the obligation to
capitalise software development costs commences with the achievement of
technical usability and ends with the market launch of the respective latest
version. The company equates technological usability with the achievement
of each new release or interim release status. Since the time between
achieving this and the version becoming available on the market is very short,
these costs are insignificant and are charged to expenditure.

4q Personnel costs

________________________________________________________________________________________________________________|
2000 1999

TDM TDM

Wages and salaries 18,669 14,125

Social security contributions and

expenditure on pension provisions

and support 3,722 2,437

Total 22,391 16,562

5 Taxes on income and profits

The company calculates its income taxes using the liahility method, by anal-
ogy with SFAS No. 109 “Accounting for Income Taxes"“. The liability method
provides for deferred taxes to be carried in the balance sheet in order to
take account of the tax effects of temporary deviations between book values
as per commercial and tax accounts and of losses carried forward for tax
purposes.



IV  Other statements
1 Other financial commitments

The future rental and leasing payments for the next five financial years are
composed as follows:

Rental payments Leasing payments

TDM
2001 1,805 673
2002 1,650 536
2003 1,620 244
2004 1,377 0
Post 2004 0 0

The total expenditure under all rental and leasing contracts amounted in the
financial year to TDM 2,372 (previous year: TDM 1,824).

To the benefit of ATOSS csd Software GmbH, Cham, a guarantee in the
amount of TDM 200 was issued as security for a credit obligation.

2 Employees
On a yearly average the Group employed a staff of 175 (previous year:
124).

3 Clients

The company has clients in all sectors of industry and in the public sector
In this financial year the company’s largest client accounted for less then
15% of total sales. The proportions of sales accounted for by the remaining
clients were each below 10 %. In previous years this was the case with all
customers.

4q Management board
As at 31 December 2000, there were three members of the management
board of the parent company:

Andreas F.J. Obereder Chairman, Strategy, M & A, Finance and Personnel
Dr. Burkhard Scherf Research & Development, Consultancy & IT Services
Bernhard M. Auer Sales & Marketing

Dr. Thomas Barth was released from his position on the management board
in December. He will continue to be available to the company in a consultant
capacity until 31 March 2001.



5 Supervisory board
As at 31 December 2000, there were three members of the supervisory
board:

Prof. Dr. Fritz Karmasin (Chair) General Manager of the Institut fir Motiv-
forschung Osterreichisches Gallup Institut

Winfried Wolf, (Dep. Chair) Tax Consultant

Peter Kirn Former General Manager of IBM Deutschland
GmbH, Business Consultant

6 Statements concerning management and supervisory board
remuneration

In the year 2000 some DM 1.7 million was paid to the management board

by way of remuneration. A pension commitment exists in favour of Manage-

ment Board Chairman Andreas FJ. Obereder, for which provision has been

made in the amount of DM 0.4 million.

On 1 July, Bernhard M. Auer was appointed to the board with responsibility

for Sales & Marketing. In addition to his management board role at ATOSS,

Bernhard M. Auer holds supervisory board positions at BetaSystems, Berlin,

and at Firepond Europe, in the Netherlands.

During the financial year 2000, the sum of DM 31,666 was disbursed in
supervisory board emoluments. Dr. Frank Zillich received a pro rata remu-
neration of DM 1,666. He withdrew from the supervisory board on 29 Feb-
ruary 2000 and was succeeded on 1 March 2000 by Mr Winfried Wolf. As at
the balance sheet cut-off date, in addition to his role at ATOSS, Supervisory
Board Member Peter Kirn was also a member of the supervisory boards of
AD Solutions AG, Monheim, and aonware AG, Stuttgart.

7 Share holdings of the members of the executive organs

At the time of the flotation on 21 March 2000 and subsequently on the bal-
ance sheet cut-off date on 31 December 2000 the members of the execu-
tive organs held the following share holdings in ATOSS:

Units 21 Mar 2000 Changes 31 Dec 2000
Andreas FJ. Obereder 1,958,244 +9,661 1,867,905
Dr. Burkhard Scherf 78,308 +/-0 78,308
Dr. Thomas Barth 234,860 -27,285 207,575
Bernhard Auer 0 +/-0 0
Prof. Dr. Fritz Karmasin 360 +75 435
Winfried Wolf 0 +/-0 0
Peter Kirn 10,260 +1,000 11,260



8 Business relationships with affiliated companies and persons

The company places consultancy contracts with its supervisory board mem-
bers Prof Dr Fritz Karmasin, General Manager of the Osterreichisches
Gallup Institut, and Peter Kirn, Business Consultant. In addition, former
supervisory board members Dr. Frank Zillich, Attorney at Law, advises the
company in legal matters.

An integrated subsidiary rents office premises from the spouse of Manage-
ment Board Chairman Andreas FJ. Obereder The cost of renting these
premises amounts to TDM 444 (1999 TDM 255).

The terms applying to all transactions with affiliated persons are standard
market terms and comply with an arm’s length trading principle.

9 Employee share options programme

In Spring 2000 the company launched an employee share options programme
with the issue of convertible bonds. This afforded employees the opportunity
at the time of the flotation and during the year to subscribe for convertible
bonds at a face value of EUR 1. The conversion price was defined at the
time of the bonds were granted. After two, three and four years, employees
may on each occasion upon payment of the balance of the conversion price
convert one third of their convertible bonds into company shares.

The conversion price for the convertible bonds which have been granted was
defined as the average share price over the last five trading days prior to
the bonds being granted.

Number of share options Weighted average
exercise price

Outstanding as at Jan 01 2000 0

Issued 56.750 56,93 DM
Returned 10.296 60,51 DM
Outstanding as at Dec 31 2000 45.454 56,04 DM

For balance sheet accounting purposes, the company treats the convertible
bonds granted according to the intrinsic value method.

A valuation at market prices as per SFAS No. 123 “Accounting for Stock-
Based Compensation” would produce a pro forma result of DM -1,461,392.
The pro forma earnings per share would be DM -0.39, with diluted pro forma
earnings per share likewise of DM - 0.389.



The weighted average market value of the convertible bonds issued in 2000
is DM 15.08. This market value was calculated using the Black-Scholes
method, making the following assumptions:

Dividend yield 2%
Expected volatility 39%
Risk-free interest rate 4.54%
Term of the options 5 years

10 Earnings per share
________________________________________________________________________________________________________________|
31 Dec 2000 31 Dec 1999
DM DM
Net profit/loss for the year -120,596.32 1,517,688.49
Weighted average number of
shares outstanding 3,717,841 629,747
Earnings per share -0.03 2.41
Dilution effect of convertible bonds 39,972 0
Weighted average number of shares
outstanding assuming this dilution 3,763,295 629,747
Earnings per share (diluted) -0.03 2.41

11 Types of sales

The company is active in a field of business which encompasses the develop-
ment and sale of human resources management software. Sales are gener-
ated mainly in Germany. The proportion of total sales generated abroad in
the financial year was 9% (previous year: 6%).

The breakdown of sales revenues by areas of activity is as follows:

31 Dec 2000 31 Dec 1999

DM DM

Software 16,906,252 12,113,867
Hardware 6,883,207 9,874,813
Services 7,790,562 7,233,865
Maintenance 8,263,301 5,606,695
Others 2,255,510 1,988,837
Total 42,099,432 36,818,077



12 Explanation of accounting, valuation and consolidation methods
which deviate from German commercial law

12.1 Stock market launch costs

For US-GAAP purposes the stock market launch costs amounting to DM 7.0
million were treated as having no effect on the operating result: in deviation
from the practice foreseen by the HGB [German Commercial Codel rules,
under which these cost would have impacted on the current-period result.
These costs, less the tax implication of DM 3.5 million, were offset against
the premium resulting from the issue of shares as part of the flotation.

12.2 Deferred taxes

In deviation from the HGB rules, deferred taxes in the amount of DM 1.8
million on losses carried forward for tax purposes are carried as assets. As
a result of the tax implications amounting to DM 3.5 million resulting from
the neutral treatment of the stock market launch costs and a tax refund
claim of DM 1.1 million, the overall tax burden amounts to DM 0.6 million.

12.3 Securities

Insofar as the market values at the balance sheet cut-off date exceeded the
purchase price, the securities forming part of the current assets were reported
at market values, the unrealised profits or losses being offset against the com-
pany’'s net worth with no effect on the operating result. Under HGB rules,
it would have been necessary to show these at purchase price.

12.4 Capital reserve
In deviation from HGB rules, the capital reserve was reduced by the cost of
the flotation amounting to DM 7.0 million, less the tax effect of DM 3.5 million.

12.5 Treasury Stock

The treasury stock acquired in December by ATOSS Software AG were openly
deducted from the equity in the consolidated annual accounts. Under HGB rules,
these shares would have to have been shown as the Group’s own shares.

12.6 Pension reserves
The valuation of the pension reserves assumes a discount rate of 6.0 %, a
pension adjustment of 2.0 % and a rise in wage and salary costs of 2.0 %.

Munich, 9 February 2001
ATOSS Software AG

g.@éuwﬂ\ K Sealad

Andreas EJ. Obereder Dr. Burkhard Scherf Bernhard Auer
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Audit certificate

We have examined the consolidated annual accounts of ATOSS Software AG, Munich,
for the financial year from 1 January to 31 December 2000, comprising the bal-
ance sheet, income statement, equity variation statement, cash flow statement
and annex. Responsibility for the preparation and content of the consolidated annual
accounts lies with the company’'s management board. Our task is to assess on the
basis of our audit whether the consolidated annual accounts conform to the United
States Generally Accepted Accounting Principles (US-GAAP).

Our audit was conducted in accordance with the German statutory provisions relat-
ing to audits and in consideration of the principles of due and proper auditing defined
by the Institut der Wirtschaftsprifer [German Institute of Auditorsl. These require
that the audit be planned and carried out in such manner as to detect with adequate
certainty any inaccuracies or infringements which in consideration of the principles
of due and proper accounting might have a significant impact on the view of the com-
pany's assets, financial or earnings situation conveyed by the consolidated annual
accounts and annual report.

In defining the audit activities to be undertaken, consideration is given to knowledge
of the business activities and the economic and legal circumstances of the consali-
dated company and possible errors which may be anticipated. Within the framework
of the audit, evidence of the assessed values and information contained in the con-
solidated annual accounts is judged on the basis of random sampling.

The audit encompasses an assessment of the balance sheet reporting principles
applied and of the essential appraisals by the company's legal representatives as well
as an evaluation of the overall presentation of the consolidated annual accounts. We
are of the opinion that our audit provides a sufficiently secure basis for our assess-
ment.

We are satisfied that the consolidated annual accounts in conformity with US-GAAP
convey a picture of the assets, financial and earnings situation of the consolidated
company and of the cash flows during the financial year which accords with the
actual circumstances.

Our audit has caused us to raise no objections.

We are satisfied that the consolidated annual report overall provides an accurate
impression of the consolidated company’'s situation and accurately represents the
risks to future development. We further confirm that the consolidated annual
accounts and annual report for the financial year from 1 January to 31 December
2000 fulfil the conditions required to exempt the company from preparing its con-
solidated annual accounts and annual report in accordance with German law.

Munich, 21 February 2001

Deloitte & Touche GmbH
Wirtschaftsprifungsgesellschaft

(Dr. Plendl (Bogle)
Auditor Auditor
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