Update ATOSS Software AG
26.03.2004 _ Ss
Event: Adjustment of Prognoses @)
Background Valuation Key Figures E
Rating: Marketperformer (unchanged) Strategic consolidation E
EquiRisk: A+ Fair Value: 14,20 € A
ISIN: DE0005104400 Price: 14,50 € Highlights 53]
Reuters: AOFG.F Tech-AS: 713,80 .
BF;O;r;erg: AOF e e The ATOSS AG reported a very good fiscal year e
Internet: WWw.atoss.com 2003, which does in effect cause the company to
Segment: Prime Standard suggest a special dividend payment of 1,50 per
Sector: Software/IT share now.
Atoss Tech-All (relativ) .
25 - e The first quarter should come out below the level
of last year but on annual level we expect a
20 | growth of approximately 5% plus a further in-
crease of profit.
15
e The target of the introduced strategic measures is
104 mainly to bring all operative areas closer to-
gether in order to achieve more value creation.
> These measures will provide for a stronger
. growth in the coming years.
03/03 05/03 07/03 09/03 11/03 01/04 02/04
e We believe that the share is appropriately priced
Market capitalisation: 59,02 m € on its current level. The DCF-value is around 14,20
High / Low 52 weeks: 18,50 €/9,20 € €.
No. of shares: 4,07 m
Shareholders:  Free Float 335%
Founder’s family 54,8 %
MA and management 6,1 %
Own shares 56 % | Stock Assessment
At ATOSS the year 2004 will mean a consolidation on
a very high level. A number of strategic measures are
Calendar: AGM / preliminary Q1-figures 22040a| taken in order to achieve a solid orientation towards
Q1- figures 14.05.04 | the next years.
For th r 2004 we ex light growth of
Analyst: Felix Ellmann +49 (40) 30 95 37-12 or the ):)ea 00 €€ p_ect a slight growt .o
around 5% and a further increase of the margin.
Institutional Client Contact: Overall we believe that ATOSS does have a good
market position and the share has reached its fair
Clemens Schloter +49 (40) 37855211 | yalue on the current price level.
Sabine Zurmuhlen +49 (40) 37 85 52-13
Henner Rischmeier +49 (40) 37 85 52-21
Robert Suckel +49 (40) 37 85 52-22
Strategy
. - 0 + ‘ ++ End of fiscal year 12/03 12/04e 12/05e 12/06e CAGR
Sales 23,4 24,5 26,8 28,6 6,9%
Valuation EBITDA 34 37 4,4 48 11,9%
- - - 0 \ + \ ++ Margin 14,56% 15,24% 16,45% 16,68%
EBIT 24 2,7 33 36 14,3%
Performance within sector Margin 10,21% 11,04% 12,25% 12,48%
Under Market | [ out Net result 1,9 2,2 2,6 2,8 13,6%
# Margin 8,07% 8,81% 9,60% 9,69%
E 0,46 0,52 0,60 0,63 10,6%
Performance to Index EpSS € allotherinm € °
Under Market | [ out pont e onernm
# Price/Sales 2,52 2,45 2,31 2,24
(new) = P/E 31,26 27,85 24,09 23,13
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Update ATOSS Software AG
Background Valuation Key Figures
2003 very strong
EBIT quarterly ATOSS Software AG presented very strong figures for the fiscal
Since 2001 year 2003. In a difficult economic environment the company
1.500 did increase sales by only 1% - but at the same time the EBIT
1.000 | was yet advanced by 85%. A very positive factor is that the
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Chart 1; source: ATOSS

Consulting will become more inten-
sively integrated in the value-
added-chain.

SES Research GmbH
Tel.: +49-(40)-309537-0

company did continuously report strong results at a relatively
low fluctuation of earnings. On this background ATOSS does
again pay a special dividend in an amount of 1,50 per share
(still subject to consent by the AGM on 22" April, payment per
23" April). As originally scheduled, the company will yet keep
to a more careful dividend policy upon the longer-term view.
This means: outpayment of 30-50% of the annual net profit
(also compare News-Flash dated 17.02.04).

The main reason for the positive development in the year 2003
was the cut of marketing and administration costs. A negative
factor is yet that sales at Consulting did go down. In the future
it is yet planed to bring the Consulting segment closer into the
value-added-chain. The percentage of sales generated with the
consulting business did falter from 11% in 2002 to only 7% in
2004 - even though this is a very attractive field of business and
it could have a more prominent position in the ATOSS business
activities. The implementation of the ATOSS working-time-
management solutions does not only mean the selling software
because often it is possible to improve a company by changing
its structure. The concluded strategic measures described in the
following are mainly taken in order bring the Consulting pro-
jects closer to the sales activities at ATOSS. Upon mid-term view
this could create considerable growth impulses.

2004 to be less dynamic

ATOSS's target is to grow more strongly in 2004 than it did in
2003. This should not be any problem on the background of a
growth of 1% in 2003. The company'’s targets for the margins
are yet a bit more ambitious. Already in 2003 the company did
generate an EBIT-margin of good 10% and further growth is
scheduled.

For 2004 we expect a growth of just below 5%, but longer-
term the company plans a stronger growth again. Growth will
be achieved mainly on ground of the following four measures:

1. ,Improved Lead Generation”

This point does primarily mean that ATOSS will realize the
maximum number of addressable projects. Besides modifica-
tions in selling, this will take place also via enforced partner
business and with projects in the fields of public sectors, trad-
ing, logistics and production. This measure will be combined
with the two following points.
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Solutions for a large variety of
different customer demands

Focussing sectors as a point of sale

Q1 will be slow

SES Research GmbH
Tel.: +49-(40)-309537-0

2. Integrated Sales- and Performance process

ATOSS plans to bring the three segments Sales, Services, and
Consulting closer together. The main issue is to integrate the
company’s competence in solutions into sales processes and
also to loosen up the so far separated profit-centre organisa-
tion of the single segments. This leads to a new organisation of
the board in two segments. Mr. Obereder will be responsible
for the operative business, while Christof Leiber will be head of
the personnel and administrative units.

3. Provision of solutions for any customer requirement

At present ATOSS does offer two main solutions. One is the
ATOSS Staff Efficiency Suite (ASES) with many functions for a
large variety of applications; the other is ATOSS Time Control,
designed for smaller solutions. In special fields it is principally
yet also possible to use ATOSS Time Control relatively easy in
larger projects. On the other hand, there are also smaller pro-
jects in which it makes sense to use ASES. The main target of
this initiative is the development of these potentials.

4. Addressing the market for optimisation of business proc-
esses

The business process management solutions with the ATOSS
product AENEIS provides for an intelligent modelling of com-
pany processes. In this segment ATOSS has only very limited
sales considering the very high-standard quality of the product
(300 thousand € licenses p.a.). This does also supply a further
growth potential.

Besides this catalogue of measues ATOSS does still continue to
focuss on special sectors: especially on the sectors Medical and
Retail, any producing business and the field of Logistics. ATOSS
has become known for winning major accounts in these fields
and has meanwhile built up a considerable expertise.

Conclusion

Apart from the mentioned strategic measures we still expect
Q1 to stay behind the level of the last fiscal year in the
meantime. For 2004 we predict yet again a strong margin of
11% on EBIT-basis. The stronger integration of the Consulting
business and a bundling of the operative management tasks at
Mr. Obereder is a sensible strategy in our opinion. Any strong
impact on earnings from these measures can in our belief yet
only be expected from the second half of the fiscal year 2004
on.
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Update ATOSS Software AG

Background Valuation Key Figures
Vfaluatiorn: ATOSS Kurs in € |
2003 2004e 2005e 2006e
P/E 31,26 27,85 24,09 23,13
Dynamic P/E 2,29 2,04 1,77 1,70
P/CF 16,87 18,86 16,76 16,14
Market cap/Sales 2,52 2,45 2,31 2,24

Table 1; source: SES Research

With a P/E of 28 for this current fiscal year the ATOSS share
seems to have an ambitious price upon first look. On the back-
ground of the company’s excellent financial equipping this
valuation is yet put into more relative terms. The following
comparison of Enterprise Value and our DCF-model pay ac-
count to this factor and are more appropriate than any analysis
of single, unadjusted multiples.

Multiple Comparison

The comparison of multiples is based on the following data:

Basic data on Peer-Group-companies

Price Market cap. Sales in m (LW) CAGR: Result per share (CC) CAGR:
(CQO) in m (CQ) 2002 2003e 2004e 2005e 07-04 | 2002 2003e 2004e 2005e  07-04
FJH 18,26 139,69 127,33 119,85 124,52 135,508 210% | 2,15 1,17 1,72 1,76 -6,36%
IDS Scheer 18,00 571,50 181,4 221,795 286,376 323,74 21,30% | 0,43 0,555 0,741 0,913  2853%
Nexus 2,32 23,88 15,85 15,00 N.A. N.A. n.a. -0,04 -0,03 0,06 N.A. n.a.
P&l 6,00 46,20 40,22 39,30 40,56 42,18 160% | 0,14 0,32 0,35 0,38 4950%
ATOSS 14,50 59,03 23,25 23,41 24,54 26,77 482% | 0,31 0,46 0,52 0,60 2524%
EV Basic data on Peer-Group-companies (EV-analysis)
Price Market cap. EBIT in m (CQ) CAGR: EV-Basic data
(CQO) in m (CQ) 2002 2003e 2004e 2005e 01-04 Net Cash* EV
FJH 18,26 139,69 25,20 12,965 18,93 22,29 -4,01% -18,0 157,7
IDS Scheer 18,00 571,50 23,7 28,858 39,489 48,165 26,67% 55,4 516,1
Nexus 2,32 23,88 -2,45 0,10 N.A. N.A. n.a. 14,7 9,2
P&l 6,00 46,20 3,63 3,97 4,22 4,39 6,59% 6,2 40,0
ATOSS 14,50 59,03 1,29 2,39 2,71 3,28 36,50% 29,0 30,0

Table 2; source: Bloomberg, SES Research *Net position partially also adjusted by provisons etcetera

This supplies the following multiples:

SES Research GmbH www.ses-online.de
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Peer-Group ATOSS

Price /

Company Sales P/E

03e 04e 05e 03e 04e 05e
FJH 1,17 1,12 1,03 15,58 10,63 10,36
IDS Scheer 2,58 2,00 1,77 | 32,43 24,29 19,72
Nexus 1,59 - - Neg. 38,67 -
P&l 1,18 1,14 1,10 | 18,75 17,14 15,79
Average 1,63 1,42 1,30 22,25 22,68 15,29
ATOSS 2,52 2,45 2,31 31,26 27,85 24,09

Enterprise Value Analysis

Net Cash

Company EV EV /EBIT / Market cap.

(m €) 03e 04e 05e 04e
FJH 157,69 | 12,16 8,33 7,07 -12,9%
IDS Scheer 516,10 | 17,88 13,07 10,72 9,7%
Nexus 9,18 | 91,77 - - 61,6%
P&I 40,00 | 10,08 9,48 9,11 13,4%
Average 32,97 10,29 8,97 17,9%
ATOSS 30,03 12,57 11,09 9,15 49,1%

Table 3; source: SES Research

DCF-model is the most expressive
approach for valuation

SES Research GmbH
Tel.: +49-(40)-309537-0

The evaluative comparison shows that ATOSS is quite expensive
when looking at the P/E only. On basis of the EV-multiples this
impression is yet a bit modified. The EV-analysis does overall
indicate that the ATOSS share is at fair value. The following

DCF-model does show a similar picture.

Discounted-Cash-Flow Model

For our valuation we have used the equity cost ratio in order to
receive the capitalization interest rate (longer-term we do yet
not expect any considerable outside capital. The basic proposi-
tions are shown in the next table.
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ATOSS Basis data of the Discounted Cash Flow Model

Non-risk interest rate
Exp. yield of portfolio

WACC

Outside capital-cost ratio

Equity capital cost ratio
Systematic risk level BETA

Propositions discounting factor

Target quota outside capital

Growth rates Sales

4,05% CAGR: 2002-2007 7,06%
10,28%  CAGR: 2007-2017 5,23%

7,00% Growth rates Free Cash Flow

0,00%
CAGR: 2002-2007 5,77%
12,15% CAGR: 2007-2017 4,51%
1,30 Ewige Wachstumsrate 3,00%
12,15%
EBIT-Margins
2002 5,55%
2006 12,19%
Zielmarge ab 2010 13,50%

Table 4; source: SES Research

DCF-model is the most significant

evaluative approach

Sensitivity analyis

With 1,3 we have chosen a quite conservative approach for the
Beta factor because we see ATOSS as fundamentally less risky.

The anticipated growth assumptions are relatively defensive.
The achievment of a longer term EBIT margin of 13,5% seems
possible, as this will presumably be above 11% already in 2004.
Especially the fact that an established software company does
generally achieve higher margins via the strong leverage of its
license business is only part of our prognoses in a very re-
stricted extend.

On the fair value we have to say that this does naturally also
include the positive effect of the company assets in an amount
of 29 m € (rated as non-required for operational business). Any
major liabilities are not existent at ATOSS.

The two central assumptions supply the following sensitivity
analysis:

Discounting- Eternal growth rate
factor 1,50% 2,25% 2,75% 3,00% 3,25% 3,75% 4,50%
14,65% 12,69 12,75 12,80 12,82 12,85 12,90 12,99
13,65% 13,13 13,21 13,27 13,30 13,33 13,41 13,53
12,65% 13,64 13,75 13,84 13,88 13,93 14,03 14,20
12,15% 13,94 14,07 14,16 14,22 14,27 14,39 14,60
11,65% 14,27 14,42 14,53 14,59 14,66 14,80 15,05
10,65% 15,03 15,24 15,40 15,49 15,59 15,80 16,18
9,65% 15,98 16,28 16,52 16,66 16,80 17,13 17,73

Table 5; source: SES Research

SES Research GmbH
Tel.: +49-(40)-309537-0

Overall we see the fair value for the ATOSS share at 14,20 €.
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Key Figures 2003 2004e 2005e 2006e ‘
Sales (US-GAAP) in m € 23,41 24,54 26,77 28,59
Increase in % to previous year 0,69% 4,83% 9,12% 6,78%
per share in € 5,75 5,91 6,27 6,47
Price/Sales 2,52 2,45 2,31 2,24
EBITDA inm € 3,41 3,74 4,41 4,77
in % of sales 14,56% 15,24% 16,45% 16,68%
Depreciations in m € -1,02 -1,03 -1,12 -1,20
Depreciations in % -4,35% -4,20% -4,20% -4,20%
EBITinm € 2,39 2,71 3,28 3,57
in % of sales 10,21% 11,04% 12,25% 12,48%
Financial result in m € 0,77 0,89 1,00 1,05
in % of sales 3,29% 3,64% 3,75% 3,68%
EBTinm € 3,16 3,60 4,28 4,62
in % of sales 13,50% 14,68% 16,00% 16,15%
Tax rate (current taxes) 40,23% 40,00% 40,00% 40,00%
Net income in m € 1,89 2,16 2,57 2,77
in % of sales 8,07% 8,81% 9,60% 9,69%
per share in €* 0,46 0,52 0,60 0,63
P/E 31,26 27,85 24,09 23,13
Op. cash flow (US-GAAP) in € 3,50 3,19 3,69 3,97
per share in €* 0,87 0,77 0,87 0,90
P/CF 16,87 18,86 16,76 16,14
Dividend per share in €* 1,50 1,50 0,21 0,22
Yield in % 10,34% 10,34% 1,45% 1,51%
No. of shares in million units* 4,07 4,15 4,27 4,42
* Basis: fully diluted number of shares
SES Research GmbH www.ses-online.de P
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SES Research, SES-Coverage, Cooperation Partner, Disclaimer

SES Research

SES Research GmbH is a bank-independent research company and based in % ;
Hamburg, Germany. The main emphasis of the analysis activities is put on FerdinandstraBe 29-33 ~
companies of the technology sector. Since 1996 exclusive analysis is written 20095 Hamburg %
primarily for institutional investors, the reports being an in-depth critical <5
analysis of companies, sectors and markets. The clientele ranges from banks, Tel. +49-(0)40-309537-0 E
brokerage houses, asset managements, venture capital to institutional Fax: +49-(0)40-309537-11 [
investors. The spectrum of performances at SES Research includes stock- Mail: Info@ses-online.de o
specific information, analytical services, institutional advisory services and Web: www.ses-online.de L:j
also the coverage of stock-listed companies. sl

| SES-Coverage

The analysts at SES observe mainly the German technology titles and

comment on the current developments at these companies. The companies . N Stra(';egy [ + [ it
under continuous observation are judged under several aspects. Firstly a

rating on a multiple step scale is given for strategy as well as for the present

valuation of the respective company. These two ratings combined supply Valuation

our performance assessment compared to both, the respective industry and - - - 0 [ + | ++

the respective index. Ratings and performance estimations generally have
to be understood as relative judgements with a view of 6-12 months. The

Performance within sector

results of our assessment are shown in a table according to the one on the Und Neutral out
right side of this page. The main aspect of analysis is the assessment of the u u

performance compared to the index.

Performance to Index

Under Market | Out

(new) =

[ Cooperation Partner
SR

\H The SRH GmbH was founded in 1995 and services exclusively
S to institutional investors in Germany and abroad.

SCHLOTER, REIDOCK & HERNTRICH
" FIRELAE: TEERTERTIEREERATINE The team acts on the markets in order to optimise stock-and
bond holding of their clienteles’ portfolios.

FerdinandstraBe 29-33

20095 Hamburg The partners are able to provide their clients with more than
twenty years of experience in bank- independent institu-
Tel.: +49-(0)40-37 8552 -0 tional advice.

Fax: +49-(0)40-37 85 52 - 19
Mail: research@srh-research.de
Web: www.srh-research.de

| Disclaimer

This document is for information purposes only. The issuer has contributed a part of the costs that are involved with the compilation of
this document. SES Research, however, is not authorised to make statements in the name of the company. This document acts exclusively
as information. All data used herein is based on sources which we consider reliable, the accuracy and completeness of which we cannot
guarantee. Opinions expressed herein are the personal opinion of the author at a specific time. These opinions can alter at any time and
without prior announcement. Liability of the author or the institutions is excluded. This document does not represent a recommendation
to purchase or sell any securities. This confidential report is only available to a restricted group of recipients. Forwarding, distribution or
publication to third parties is only permitted with authorisation. All applicable capital market regulations relating to the creation, content
and sale of research in various national territories apply and must be observed by the supplier and recipient.
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