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Executive Summary










	Who is Integration Partners, Inc.?
	Integration Partners, Inc. (IPI) is a $3,000,000 corporation located in San Diego, California.  IPI, incorporated in 1994, is a spin-off venture from Ahlstrom Pyropower, Inc. with over 10 years of practical experience.

The company is currently owned 63.3% by management, 26.7% by employees, and 10.0% by investors and former employees on a fully diluted basis.

IPI has an industrial customer base that includes: Foster Wheeler Energy International, Inc., Suez Lyonnais, U.S. federal government, Alcoa Aluminum, Meritor Heavy Vehicle Systems, A. O. Smith Corporation, Space Systems Loral, Monsanto EnviroChem, Ultratech Stepper, Accuride Corporation, Siemens Electromechanical, Qualcomm, Ahlstrom Pyropower, Inc, …

	
	

	What does IPI do?
	IPI creates, for clients, Advanced Expert System software that yields quantum leap productivity and quality improvement benefits. The company has worked in many industries and has produced Advanced Expert System software for the following applications:

· Circulating Fluidized Bed Boilers and Equipment

· Package Boilers and Equipment

· VOC Emission Control Equipment

· Pharmaceutical Process Heating and Cooling Loops

· PC Board Component Design

· PC Chip Manufacturing and Diagnostics Equipment

· Electro-mechanical Relay and Switch Design

· Satellite Equipment Design

· Chemical Processing Equipment Design 

· Container Closure System Design

· Truck Wheel Design

· Trailer Axle Design

· Waste Water Treatment Plant and Equipment Design 

· Submarine Communication Equipment Design

· Ship Machine Room Equipment Design

Customers have reported improvements of up to 90% in their efforts to shorten product development and project execution schedules.  Clients also report the near elimination of rework and product defects from their manufacturing and construction operations as a result of using advanced expert systems created by IPI.

	
	

	What are advanced expert systems?
	Advanced expert systems are software programs used to capture the expertise of an experienced person, to facilitate ease-of-use by a lesser-experienced person.  

Advanced expert systems automate standardized processes and products through the application of “best practices” that are programmed into networks of intelligent rules.  

IPI creates advanced expert systems by integrating complex software products such as CAD, database and KBE (knowledge-based engineering) using our proprietary Application Coordinator.  An easy-to-use graphical window coupled with powerful rule-based standards, allow inexperienced personnel to automatically create meaningful output such as CAD models and drawings, reports, proposals, cost estimates, etc., in a fraction of the time required by conventional engineering tools and processes.  

Advanced expert systems require little or no specialized computer training compared to the extensive user training required for conventional usage of CAD, database, and KBE tools.

	
	

	What market does IPI serve?
	IPI products and services are primarily used in the engineering portion of the customers work process.  IPI sells to companies in the Engineered Products sector.  This represents annual spending of over $23 billion worldwide on tools and implementations that enhance the productivity of designers and engineers in sales, proposals, product development, project execution, and product maintenance.
  

The market for advanced expert systems is conservatively estimated at approximately $925 million in 1999, and is projected to grow to approximately $2.25 billion within 5 years.  

IPI has historically sold to “early adopter” companies in Engineered Products.  Current efforts are primarily focused on the Automotive, Industrial Machinery & Equipment, Shipbuilding, Plant Design, and Federal Government vertical markets.  Secondary attention is on the Aerospace, and Electronics & Communications markets.

	
	

	What are IPI’s current products and services?
	In addition to IPI’s proprietary Application Coordinator, IPI follows a time-tested process that provides the full range of services required to implement and use advanced expert systems.  This includes:

· Engineering process consulting and analysis;

· Product standardization consulting and analysis;

· Knowledge acquisition;

· Product Data Model creation;

· Process Model creation;

· Prototype development;

· Custom software development;

· System certification;

· System training and implementation; and

· System maintenance and evolution.



	
	

	What are IPI’s planned products and services?
	IPI is in the specification and design phase of development for an exciting new product called Alpha Builder.  Alpha Builder is an advanced expert system that automates the process of creating advanced expert systems.  IPI has further plans to develop or acquire proprietary KBE technology.  

The Application Coordinator, Alpha Builder, and a new KBE product will give IPI the powerful capability to rapidly create intelligent applications for vertical markets that show promising growth.  These advanced expert systems will include building blocks to automatically generate CAD models using commercially available CAD software, CAD drawings, automatic proposal generation, automatic cost estimating, and various automated reports.  

Intelligent vertical market applications will create additional revenue generating opportunities including product implementation consulting, customer product training, product online and hotline support, and product maintenance and upgrade revenue.

	
	

	Who are IPI’s competitors?
	IPI rarely encounters direct competitors with similar technologies and work processes.  However, IPI competes in some instances for the customer dollar with CAD companies, KBE companies, or others that sell engineering software and related services.  

Studies show that the growth rate in customer spending on “knowledge management” products and services is far greater than the growth rate of the traditional engineering software industry. (55% versus 15% compounded annually.)  IPI is better aligned with this trend in the Engineered Products Sector through the creation of advanced expert systems than any competing product or service.

	
	

	What is IPI’s business model and strategy?
	IPI’s value chain is a progression that reflects the needs and desires of its customers.  Four revenue streams are identified:

· Product Sales;

· Consulting;

· Implementation Projects; and 

· Customer Support.

IPI products and consulting engagements are aimed at creating demand for implementation projects, while simultaneously decreasing the sales cycle and delivery schedule.  Customer support is driven by product sales and project deliveries.

Sales are conducted by a highly skilled direct sales force that works with consultants who are experienced within targeted vertical markets.  Opportunities are identified through focused marketing, and developed through sales and technical support during the sales process.

IPI engineers have advanced degrees in scientific and engineering disciplines, with all the required skills to create and implement advanced expert systems.

On-going customer relationships are cultivated through product updates and maintenance, and through new projects for the creation of additional systems.

	
	

	What are IPI’s financial and growth targets?
	IPI anticipates growth at a compounded annual rate of 30-50% exclusive of mergers and acquisitions, with profitability of 12-18% EBIT after the first two years of the plan.  This would place the company at a size of $80 million with over $15 million profit (NBIT) by 2004.  

It is estimated that this achievement will increase IPI’s share of the advanced expert systems market from 0.3% to 3.5% during this same period.  

	
	

	Who is IPI’s management team?
	IPI is directed and managed by an executive team comprised of:

Dr. Vinh C. Nguyen
Chairman and CEO

Kenneth E. Wolsey
President & COO

Jeffrey P. Matthews
CFO

Paul J. Lorson

Vice President Sales

David L. Evans

Vice President Product





Development

L. Thomas Adams
Vice President Business





Development

Stephen I. Johnson
Vice President Corporate





Affairs.  

This dynamic team brings together decades of experience in growth business management, project and technology management, financial management, market development, sales, software development and customer support.  (Detailed résumés are found in Appendix A.)

	
	

	What factors are critical to successful execution of the Business Plan?
	IPI management has identified the following goals that are critical to success.  Many require improvement over current performance.

· Decrease average length of sale to 6-12 months.

· Increase pricing performance to an average realizable price of $175 per hour.

· Decrease average development schedule to 6-9 months.

· Accelerate financing for product development, market development, sales expansion, and strategic acquisitions.

· Increase accuracy of project estimates.

· Increase standardization and productivity of in-house work processes.

· Expand business and technical centers on a geographically distributed basis with qualified staff, tools, and techniques.



	
	

	How does IPI plan to use equity investment proceeds?
	IPI plans to invest funds from equity investors in four main activities:

· Accelerated product development efforts to commercialize the Application Coordinator, Alpha Builder, and a KBE product; 

· Increased focus through aggressive vertical market development;

· Accelerated development of sales and sales support staff; 

· Strategic acquisitions or mergers to gain complimentary technologies/applications and key customer bases within targeted vertical markets.




Proceeds from equity financing will be used for the following purposes:

	· Accelerated Product Dev.

· Strategic Market Dev.

· Accelerated sales

· Strategic Acq. or Mergers 


Net Total 

· Professional Fees


Total


	$2,000,000

500,000

2,500,000

10,000,000
15,000,000

1,000,000

$16,000,000




These investments result in negative cash flows in 2000 and 2001, but turn positive by the end of 2002.  In addition, a three to six month working capital reserve during this time period is required to fulfill the cash needs of the business.  It is anticipated that the second strategic acquisition will occur in the beginning of 2002.  Thus, IPI’s equity cash infusion needs are summarized as follows:

	· Operations, Working Capital & Contingency, 2000 - 2001
	$5,000,000

	· Acquisition #1, 2001
	5,000,000

	· Acquisition #2, 2002
	5,000,000

	

Net Total
	15,000,000

	
	

	· Professional Fees, 2000-2002
	1,000,000

	Total
	$16,000,000


	
	

	What is the exit strategy for potential investors?
	It is planned that additional funding and an exit strategy will be executed through an initial public offering in 2002 or 2003.  

If market conditions are not favorable for an IPO, IPI will be positioned as an attractive acquisition target for a large software firm that has strategic interest in the knowledge management niche of the Engineered Products Sector.


Company Profile










 IPI was incorporated in 1994 as a California corporation.  Its principal offices are located at 9565 Waples Street, Suite 100, San Diego, CA 92121.  

The company is organized with a Board of Directors, CEO, President & COO, and vice presidents for operating departments and functions.  Board and management résumés are attached in Appendix A.  

Ahlstrom Pyropower, Inc. (65%) and founding employees (35%), originally funded the company.  Ahlstrom later sold Pyropower to Foster Wheeler Energy International, Inc., including shares of IPI stock.  The stock owned by Foster Wheeler was surrendered to the company treasury in late 1998.  IPI is now owned 63.3% by management, 26.7% by employees, and 10.0% by investors and former employees on a fully diluted basis.

IPI performs a range of services for customers to deliver custom software, called advanced expert systems, that address the automation needs of companies that engineer and manufacture intermediate and end-user products.  These services include: 

· Consulting services to identify customer needs, standardize customer work processes and products, and create specifications and solutions that meet customer objectives;

· Design of advanced expert systems and system components;

· Custom software development of advanced expert systems, used by customers to design and engineer their products; and

· Implementation and maintenance services adapted to the customers’ environment to ensure successful usage of the software and achievement of the desired benefits.  

These services are supported by IPI’s proprietary toolkits and technologies that facilitate the integration of commercially available third-party computer software products such as CAD, database, and knowledge-based engineering (KBE) into the customers’ advanced expert system.

Company Vision & Mission Statement





Vision Statement

To be the dominant provider of services, products and implemented solutions that radically improve engineering productivity through Advanced Expert Systems.

Mission Statement

Deliver world class Advanced Expert Systems and related consulting services to significantly improve productivity, quality, and profitability of engineered products.

Company Values









	Integrity 
	Always do the right thing even when it is difficult and no one is watching, and take responsibility for our actions.

	
	

	Quality
	Always do our very best, constantly strive for improvement, and deliver performance that exceeds the expectations of customers and other stakeholders.

	
	

	Sense of Urgency
	Always strive to get the job done in the least amount of time and achieve top performance.

	
	

	Teamwork
	Cooperate and participate with others; work to ensure the success of our customers and the company overall.

	
	

	Open Com-munication
	Communicate openly, honestly and constructively with each other, customers, and other stakeholders in all except confidential matters, and hold no hidden agendas.

	
	

	Respect for the Individual
	Always respect the views of others, value the differences in people, and treat others as you wish to be treated.

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Strategic Objectives









Growth

Achieve $80 million in revenues, including acquisitions, based upon a minimum of 30% growth, with 10% net income after taxes.

Marketing & Sales

Achieve the dominant market share in at least six highly profitable vertical segments of the Engineered Products market.

Operations
Deliver all prospects on schedule based upon customer expectations by improving productivity by at least 50% over August 1999 levels.

Products and Services
Achieve a 25% product revenue and 75% service revenue mix.

Shareholder Value

Recapitalize the company through an IPO within three to five years to fund future growth as the industry leader.

Industry Overview









Software and Services Market.  The 1997 U.S. Economic Census reports dramatic growth in the industry for software and services from 1992 to 1997.  Overall, software represents 35% of the spending, while services represent 65% of the total market.

U.S. Software & Services Market Growth
	U.S. Market
	1992 revenues (millions)
	1997 revenues (millions)
	Compounded Annual Growth

	     Software Publishers
	$20,802
	$61,699
	24.3%

	     Computer Programming Service
	$23,548
	$70,610
	24.6%

	     Computer Integrated Systems
	$14,805
	$44,390
	24.6%

	Total
	$59,155
	$176,699
	24.5%

	Software % of Revenue
	35.17%
	34.92%
	

	Service % of Revenue
	64.83%
	65.08%
	


International Data Corporation
 (IDC) of Framingham, MA, indicates that the worldwide market for packaged software was approximately $135 billion in 1998 and predicts it will grow to over $223 billion by 2002.  Companies in the United States account for approximately half the market.

Worldwide Software & Services Market Growth

	Worldwide Market
	1998 revenues
	Compounded Annual Growth Rate
	2002 revenues

	     System Infrastructure Software
	$41,000
	13.5%
	$68,000

	     Application Development Tools
	$31,200
	10.6%
	$46,700

	     Application Solutions Software
	$63,000
	14-15%
	$108,300

	Total
	$135,000
	13.3%
	$223,000

	
	
	
	

	
	
	
	


Engineered Products Sector.  The potential market of customers for IPI products and services is comprised of a broad cross section of industries that design, engineer, and manufacture systems, parts, and components.  Herein, these will be called the Engineered Products Sector.  They include manufacturers of machinery and equipment of all types, machine tools, automobiles, trucks and other vehicles, airplanes, space vehicles and satellites, home appliances, and other engineered consumer products, as well as firms that engineer and construct buildings, bridges, tunnels, roads, process plants, power plants, manufacturing facilities, and related equipment.

Customer Spending.  The budget of a typical customer for spending on tools and services to aid in the design and engineering portions of their products’ lifecycle is allocated between one or more of the following categories:

	Tools

	
	CAD/CAM/CAE
 software

	
	Database software

	
	Other software


	
	Network software and hardware

	
	Workstation hardware and peripheral devices


	Services

	
	Software maintenance and revision updates

	
	Software hotline support

	
	Network and workstation maintenance and support

	
	User training and education

	
	System analysis and implementation consulting

	
	System administration and support staff (internal and outsourced)

	
	Custom programming staff and tools (internal and outsourced)


Industry Trends.  To more precisely identify spending habits and trends of the Engineered Products Sector, and therefore market potential for the creation and implementation of advanced expert systems, it is useful to examine the CAD, database, and KBE (knowledge-based engineering) software industries.   

Daratech and Dataquest report worldwide revenue
 for the CAD industry during the last 6 years as follows:
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The CAD Industry averages approximately 15% annual growth and is expected to reach a size of approximately $11.3 billion in 1999.  Trends over this period show that while overall revenue has been increasing, the percentage of licensing revenues for software has declined from approximately 55% of industry revenues in 1994 to approximately 35% since 1997.  Rapidly growing service revenues have made up the difference during the last three years.  

Industry analysts
 predict the price of CAD licenses to continue declining during the next five years, until the price of even the most sophisticated CAD products is less than $5,000 per copy compared to the current prices from $10,000 - $15,000 per copy.  

The declining licensing revenue is caused by saturation of CAD licenses in the marketplace coupled with downward pricing pressure from low-end products that are closing the gap in functionality with high-end products.  The increased service revenue is a result of more sophisticated CAD software at all levels that require greater amounts of training and implementation consulting to allow them to be used effectively.

The CAD market is segmented into Mechanical CAD, Electronics CAD, and AEC
 CAD, and by geographic segments as shown below:
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The database industry
 shows trends similar to the CAD industry.  While database industry revenue is growing at an average annual rate of approximately 12.5% as shown below, the percent of revenue from licenses of database software is steadily declining.  Services represent the highest growth segment of this sophisticated software market.
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Both the CAD and database industries show strong signs of declining revenue derived from software licensing with primary revenue growth from services.  As software products become increasingly sophisticated, services represent an increasingly important growth element for companies in the industry.

The KBE industry is a fledgling industry (approximately $100 million) that enables the capture and organization of rules in an engineering software environment.  It is segmented in a similar fashion as the CAD industry.  KBE products are more sophisticated than CAD or database products.  KBE vendors typically derive up to 50% of revenues from services to implement their own product.

Although small, the KBE industry is strategically important because it represents a practical technology that enables the embedding and use of knowledge into decision making software that yields quantum leap productivity benefits.  IPI has used KBE products on various projects to achieve solutions such as rule-based plant design layout and arrangement, automated drawing production, and mass customized product design and configuration.

Market Spending.  Revenues from the CAD and database industries, coupled with management analysis of typical customer spending shows that the Engineered Products Sector of industry currently spends more than $23 billion annually on engineering-related products and services.  Details are shown below:

Customer Engineering IT Spending

Engineered Products Sector

	Tools
	% of Spending
	Industry Spending ($million’s)

	
	CAD/CAM/CAE software licenses
	15.2%
	$3,500

	
	Database software licenses
	3.8%
	700

	
	Other software licenses
	7.6%
	1,925

	
	Network software and hardware
	2.1%
	500

	
	Workstation hardware and peripheral devices
	6.3%
	1,425

	Sub-Total Tools
	35.0%
	$8,050


Customer Engineering IT Spending (cont.)

	
	
	

	Services
	
	

	
	Software maintenance and revision updates
	12.4%
	2,765

	
	Software hotline support
	5.0%
	1,125

	
	Network and workstation maintenance and support
	0.5%
	290

	
	User training and education
	5.3%
	1,220

	
	System analysis and implementation consulting
	3.8%
	850

	
	System administration and support staff (internal and outsourced)
	14.1%
	3.250

	
	Custom programming staff and tools (internal and outsourced)
	23.7%
	5,450

	Sub-Total Services
	65.0%
	$14,950

	
	
	

	Worldwide Engineered Products Sector Spending
	100.0%
	$23,000


The vertical market segments focused upon by IPI lie within the Mechanical and AEC market segments of the Engineered Products sector of industry.  This accounts for over $16 billion spending by companies worldwide on tools and services that aid in the engineering and design portion of their products’ lifecycle.

Knowledge Management Trends.  Other projections show that companies are spending increasing amounts on knowledge management. IDC, in a 1999 report
 estimates that, “Fortune 500 companies will lose $12 billion in 1999 because of inefficiencies resulting from intellectual rework, substandard performance, and inability to find knowledge resources.  And the problem is only worsening.  By 2003, they will lose an astounding $31.5 billion.” The recognition of these loses is driving spending of over $2 billion in 1999, growing to over $12 billion by 2003 worldwide on knowledge management
.  This projection represents over 55% compounded annual growth for the foreseeable future.  Advanced expert systems created by IPI are an important component of knowledge management to those companies in the Engineered Products sector.

Based upon market surveys, IDC reveals that over 50% of U.S. companies with 500 or more employees plan to invest in knowledge management.  The IDC report concludes that, “Services will dominate the spending on knowledge management projects.  Software will play a catalytic, enabling role to facilitate knowledge sharing.  Internal resources and infrastructure spending will be critical to the support of successful knowledge management deployments.”

Company Technology, Products & Services











Following are IPI products, technologies, and techniques that are used to create advanced expert systems.  These systems integrate proprietary software such as CAD software, database management software, office automation products and KBE software, to vastly improve productivity.

Product Data Model.  IPI builds Product Data Models for customers that mirror their product assemblies, parts, and features.  The Product Data Model uses object-oriented data structures and hierarchies to organize information collected during the knowledge acquisition and analysis phase of a project.  The Product Data Model is the central design and software component that organizes engineering data and rules used by an advanced expert system.

Process Model.  The Process Model is a diagram that graphically illustrates the automated advanced expert system.  It shows the customer’s workflow overlaid by key components of the automated system.  The Process Model identifies important data sets, rule bases, technical software products, and other important elements that are sub-sets or modules within the advanced expert system.  The Process Model includes an accompanying narrative that describes the nature of interaction between all the constituent parts of the system.

Application Coordinator.  The Application Coordinator is IPI’s proprietary software solution that integrates all the disparate software environments (Product Data Model, CAD system, database, KBE system, etc.) used by the customer, into a single processing environment known as the advanced expert system.  The Application Coordinator fulfills three distinct functions.  

· It provides a set of interfaces that bind all the disparate software modules into a single program.

· It handles all of the data interaction between the software modules.

· It derives software commands that are used to automatically create output in the native format of the software modules such as CAD models, drawings, reports, proposals, etc.

Alpha Builder.  Alpha Builder is a development toolkit used in conjunction with the Application Coordinator to create a customized advanced expert system.  Alpha Builder contains tools to help the programmer as he works with the customer to design and create the applications’ user interface, database, and rule base.  Alpha Builder is currently in the design and prototyping phase.  It is scheduled for completion in Q4, 2000.

These technologies are essential building blocks that create a repeatable structured approach to economically build advanced expert systems.  Each of the technologies requires further product development to fully develop its features, and to commercialize its use through customer licensing agreements.

Other technologies that are part of the Product Development Plan include:

· A knowledge-based engineering (KBE) system that will be used as the main software environment in the advanced expert system to capture rules, organize them into logical interrelationships (networks), and execute the rules to automatically and intelligently create output that is useful to the design and engineering process;

· Application building blocks that can be used by advanced expert systems for many vertical industries.  These include intelligent modules for automated CAD model generation, automated drawing production, automated cost estimating, automated proposal generation, automated report writing, etc.; and

· Generalized intelligent applications that are specifically designed or modified to address the specialized design and engineering processes of targeted vertical industries (automotive, shipbuilding, aerospace, etc.)

The above form the core of products and tools to create additional demand for IPI services.  When fully developed they will:

· shorten the schedule and improve the cost required to create advanced expert systems for our customers;

· provide a more evolutionary/incremental path for customers to create and use advanced expert systems in their organization; and

· create the flexibility required to maintain customer relationships whether the customer chooses to develop their own advanced expert system, or whether they contract IPI to perform this function.

IPI’s tools are designed to work in a Windows PC-based environment and can be adapted to work in other operating environments such as Unix.  IPI is also creating interfaces that work in an Internet environment to allow advanced expert systems to be implemented as eEngineering solutions.

Market Information and Market Strategy











Market Information.  Based upon industry facts and projections, IPI conservatively estimates the potential market for its software and services at approximately $925 million in 1999 within the Engineered Products sector as shown below.  Using a very conservative growth rate of approximately 19.5%, this market will grow to more than $2.25 billion by 2004.  Applying IDC’s growth estimate (55%), this market could potentially reach over $8 billion during the same timeframe.

Market Revenue Projections
	Advanced Expert Systems Market

($millions)
	1999 revenues
	2004 revenues
	Compounded Annual Growth

	     Application Development Tools
	$55
	$90
	10.5%

	     Application Solutions Software
	$270
	$670
	20.0%

	     Services
	$600
	$1,490
	20.0%

	Total
	$925
	$2,250
	19.5%

	Software % of Revenue
	35.1%
	33.8%
	

	Services % of Revenue
	64.9%
	66.2%
	

	
	
	
	

	(All Revenue Figures in $millions)


IPI’s share
 of this market is estimated to grow from approximately 0.24% in 1999 to more than 3.5% of the industry by 2004, as shown below:

IPI Market Share

	
	1999
	2000
	2001
	2002
	2003
	2004

	Market Revenue
	$925
	$1,105
	$1,320
	$1,575
	$1,885
	$2,250

	IPI Revenue
	$2.2
	$6.5
	$16.5
	$32.0
	$52.5.0
	$80.0

	Market Share
	0.24%
	0.59%
	1.25%
	2.03%
	2.79%
	3.56%

	
	
	
	
	
	
	

	(All Revenue Figures in $millions)


IPI addresses the needs of two distinct segments of the Engineered Products Sector; Commercial and U.S. Federal Government.  In the Commercial Segment, IPI primarily targets companies in the Automotive, Industrial Machinery & Equipment, Shipbuilding, and Plant Design vertical markets.  Secondary attention is on the Aerospace, and Electronics & Communications markets.  (These roughly correspond to a major subset of the Mechanical and AEC segments in the CAD industry.)  

In the U.S. Federal Government, IPI has targeted the Department of Defense for contracts.  IPI also works with research grant awarding agencies such as Small Business Innovative Research/Small Business Technology Transfer (SBIR/STTR), Advanced Technology Program (ATP), Defense Advanced Research Program Agency (DARPA) and the National Science Foundation (NSF) to develop strategic products and technologies.

Below are IPI customers in selected vertical markets that provide solid references for future in these areas.

IPI Customers

	Automotive
	Industrial Machinery & Equipment
	Plant

Design
	Shipbuilding
	Aerospace
	Electronics & Communi-cations

	· Meritor (Rockwell Automotive)

· Accuride
	· Alcoa

· Siemens Electromechanical

· A.O. Smith

· Ultratech Stepper
	· Degremont

· Foster Wheeler

· Monsanto Enviro-Chem
	· General Dynamics (Electric Boat, NASSCO, Bath Iron Works, AMSEA)

· Litton (Newport News, Ingalls)
	· S.S. Loral 
	· Qualcomm




Within the U.S. Federal Government IPI has developed significant relationships within the Department of the Navy - SPAWAR Systems Center San Diego, Naval Surface Weapons Center – Crane IN and Port Hueneme CA, NAVAIR Systems Command, Patuxent River MD, and the Department of the Army – TAACOM Army Research and Development Center, Picatinny Arsenal, NJ.  Each of these represents contracts or active proposals with joint efforts to fund projects.

Market Strategy.  IPI has four strategic revenue streams, e.g. products, consulting, implementation projects, and customer service.  Historically, IPI has earned approximately 10% of revenues from consulting, less than 2% from the resale of products, and the remainder from projects to write advanced expert system software.  IPI plans to shift its revenue composition to accelerate growth and improve profitability. 

According to a recently released study
 by industry analyst International Data Corporation, services will dominate the spending by customers for software projects that make, “knowledge creation, capture, repurposing, refinement, and fusion an inherent part of the workplace.”  The same study notes that software products “will play a catalytic, enabling role” in the creation of advanced expert systems and other knowledge management projects.  This pattern is consistent with the overall industry for IT spending, where approximately 65% of the revenues are derived from services and 35% from pre-packaged software, training, support and maintenance.
  IPI’s plan is to align our revenue stream and business model with these industry trends.

The following chart shows the targeted composition for revenue.

Planned Mix of Revenue Stream

	
	1999
	2000
	2001
	2002
	2003
	2004

	
	
	
	
	
	
	

	Products
	1.0%
	1.0%
	6.0%
	9.5%
	13.5%
	15.0%

	
	
	
	
	
	
	

	Consulting
	10.0%
	15.0%
	12.0%
	14.0%
	15.0%
	15.0%

	
	
	
	
	
	
	

	Implementation
	89.0%
	84.0%
	79.0%
	71.7%
	64.7%
	62.5%

	
	
	
	
	
	
	

	Customer Services
	0.0%
	0.0%
	3.0%
	4.8%
	6.8%
	7.5%

	
	
	
	
	
	
	

	
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%


IPI has traditionally been an opportunity driven company.  This has served the company well during the start-up phase.  However, we plan to adopt a clear, better targeted market focus on select high value vertical markets to achieve our five-year growth goals.

IPI will make strategic product investments to improve vertical market opportunities and attain market leadership.

Competitors
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The computer software industry is highly fragmented.  The main competitors faced by IPI are (a) software product vendors, (b) software system integrators, and (c) in-house software development staffs within the customers’ organization as shown below:

Software product vendors’ sell (in priority order):

· licenses of software, 

· software training and consulting services, and 

· software implementation for their own products.  

Most product vendors do not perform implementation projects involving software other than their own.  

Database companies focus primarily on applications for commercial or business processes.  They do not commonly compete in the arena for implementation projects involving engineering processes. 

CAD companies focus primarily on engineering processes, but derive less than 5% of revenues from implementation projects for custom software.  

KBE companies implement advanced expert systems within their own proprietary software environment.  Typically, KBE companies derive 30% to 50% of revenues from implementing custom software using their own product.  IPI has directly competed with KBE companies such as Knowledge Technologies International (ICAD) and Prescient Technologies (StoneRule).  IPI has partnered with Design Power (Design ++) on advanced expert system implementation projects.  IPI has reviewed the Heide Corporation (Intent) KBE product, but has neither competed nor partnered to date.

Ordinarily, none of these product vendors implement products other than their own; they ignore the customer issue of software integration of multiple heterogeneous products into a complete solution.  This niche, which uniquely addresses customers’ needs, is rapidly expanding as the demand for customized, integrated, intelligent applications intensifies.  

This anticipated expansion can be expected to attract greater numbers of competitors in the future.  Thus, it is important that IPI move rapidly while a window of opportunity exists with limited competition.

The second category of companies that compete with IPI are software system integrators.  Small system integrators are typically organizations comprised of less than 10 individuals.  They usually focus on a single vertical industry within a limited geographic area.  They have limited technical capabilities, and are not frequently encountered by IPI in competitive circumstances.  Large system integrators and consultants in industry primarily focus on consulting for commercial business processes.  They also provide implementation services, but usually stay in the commercial and business area outside of IPI’s market.  They are seldom found in applications involving engineering software.

IS and IT departments within our customers’ organizations provide the largest reservoir of competitors.  They are seldom found doing the same kind of work that IPI performs in a full implementation, but they compete with IPI for the same category of budgetary funds from their companies.  Consequently, they may attempt to create blockades that impede the selling process.  The best customers for IPI are those companies that have internal departments for IS or IT management and operating support, but that are willing to outsource their software development and implementation tasks.

Customers











Customer Needs.  Customer needs filled by IPI fall into one or more of the following categories:

· Increase engineering productivity in a competitive environment.

· Increase consistent decision-making using company standards and “best practices”.

· Increase quality of engineering output.

· Improve integration of complex technologies while decreasing training time.

· Compress time-to-market schedules.

· Reduce product lifecycle costs.

· Rapid iteration of solutions for optimization.

· Mass customization of products that are variations on a theme to rapidly meet individual customer needs.

· Re-engineered work processes to improve process flow and eliminate risk;  (For example, rapidly performing detailed engineering before proposals are sent to customers, thus reducing or eliminating unknowns before prices are firmly set.)

· Enabling of company strategies that lead to greater profitability and market share.

All these applications automate tasks normally associated with a skilled, knowledgeable person.  Customers have reported improvements of up to 90% in their efforts to shorten product development cycles and project execution schedules.  Clients also report the near elimination of rework and product defects from their manufacturing and construction operations as a result of using advanced expert systems created by IPI.

Customer Applications.  IPI has worked in many industries and has produced Advanced Expert Systems software for the following applications:

· Circulating Fluidized Bed Boilers and Equipment

· Package Boilers and Equipment

· VOC Emission Control Equipment

· Pharmaceutical Process Heating and Cooling Loops

· PC Board Component Design

· PC Chip Manufacturing and Diagnostics Equipment

· Electro-mechanical Relay and Switch Design

· Satellite Equipment Design

· Chemical Processing Equipment Design 

· Container Closure System Design

· Truck Wheel Design

· Trailer Axle Design

· Waste Water Treatment Plant and Equipment Design 

· Submarine Communication Equipment Design

· Ship Machine Room Equipment Design

Customer Base.  IPI has historically sold to “early adopter”
 companies in Engineered Products.  Current efforts are primarily focused on the Automotive, Industrial Machinery & Equipment, Shipbuilding, Plant Design, and Federal Government vertical markets.  Secondary attention is on the Aerospace, and Electronics & Communications markets.

IPI has an industrial customer base that includes: Foster Wheeler Energy International, Suez Lyonnais, U.S. federal government, Alcoa Aluminum, Meritor Heavy Vehicle Systems, A. O. Smith Corporation, Space Systems Loral, Monsanto EnviroChem, Ultratech Stepper, Accuride Corporation, Siemens Electro-mechanical, Qualcomm, and Ahlstrom Pyropower.

IPI also works with research grant awarding agencies of the federal government such as Small Business Innovative Research/Small Business Technology Transfer (SBIR/STTR), Advanced Technology Program (ATP), Defense Advanced Research Program Agency (DARPA) and the National Science Foundation (NSF) in the development of strategic products and technologies related to advanced expert systems and government-related engineering services.

Customer Relationship Building.  IPI develops a multi-tier relationship with the customer.  These are summarized in the following table.

	Customer Entity
	Purpose
	IPI Counterparts

	Executive Management
	Set strategic direction and approve expenditures.


	Vice President or President

	Technical Management
	Sponsor implementation, set customer technical vision and oversee project management.


	Account Manager

Project Manager

	IS/IT Staff
	Approve technical issues and participate in technical implementation.


	Project Manager

Technical Support

	Engineers & Designers
	Participate in rules and standards development, review and test in-work and completed system.


	Project Manager

Project Technical Lead

Software Engineers


Sales Strategy










Sales Targets, 2000-2004
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Historically, IPI has earned approximately 10% of revenues from consulting, less than 2% from the resale of third-party products, and the remainder from implementation projects to write advanced expert system software.   IPI’s goal is to achieve a revenue mix including 15% from products, 15% from consulting, 62.5% from implementation projects, and 7.5% from customer support as shown below.

Sales Mix Goals, 2000-2004
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The following is an example of a recent sales pipeline report showing the typical size range of potential projects.  Additional funding will allow IPI to significantly increase its sales activities and sales success rate.

Sales Pipeline

(As of February 7, 2000)

	Customer
	Project Description
	Anticipated

Value
	Anticipated

Start

	United States Federal Government 
	STTR, Phase II Research Program from the Office of Naval Research for Alpha Builder toolkit
	$350,000
	Q1, 2000

	Foster Wheeler
	Package Boiler Design Program Additions
	$100,000
	Q1, 2000

	A.O. Smith
	MDS Project Additions
	$100,000
	Q1, 2000

	SPAWAR
	ADTIES Project Additions
	$2,500,000
	Q3, 2000

	Degremont

	Waste Water Treatment Plant Design
	$1,100,000
	Q1, 2000

	Foster Wheeler
	Package Boiler Design Program Additions
	$200,000
	Q2, 2000

	State of California
	California Technology Investment Partnership Program for Alpha Builder toolkit
	$250,000
	Q2, 2000

	Alcoa
	Current Project Additions
	$100,000
	Q1, 2000

	Meritor
	Current Trailer Axle Specification Project Additions
	$250,000
	Q2, 2000

	A.O. Smith
	MDS Project, Phase II
	$1,000,000
	Q2, 2000

	Alcoa
	Closure System Tooling Program
	$500,000
	Q2, 2000

	Meritor
	Trailer Axle Engineering System
	$1,000,000
	Q3, 2000

	Naval Surface Warfare Center, Port Hueneme
	Sailor to Engineer Logistics Automation System
	$2,000,000
	Q3, 2000

	Meritor
	Warranty Analysis Consulting
	$50,000
	Q1, 2000

	US Army Tank-Automotive Command R&D Engineering Center (TACOM ARDEC)
	Field Incident Engineering System
	$3,000,000
	Q3, 2000

	ITT Heat Engineering
	Heat Transfer/Thermal Calculation Program
	$500,000
	Q2, 2000

	A. O. Smith, Engineered Storage Products
	Container Design Program
	$500,000
	Q3, 2000

	
	Total
	$13,500,000
	


Most of IPI’s competitors in the industry sell products to their customers with the expectation that the customer will become sophisticated enough to perform their own system implementation.  These competitors primarily sell licenses of pre-packaged software and provide training and consulting services only. 

IPI recognizes that most customers in the market do not have the time to become sophisticated enough to perform this function, and offers full services to develop and implement intelligent software applications.  This is a major differentiating factor for IPI. 

According to Chris Hoffman, Director of US/Worldwide Software Services research for International Data Corporation, “Users don’t have the luxury of time.  The old life-cycle services model … is no longer appropriate.  The new model will provide a lifeline of continuous service delivery to customers by providing real, just-in-time, knowledge-based, best state, and continuously delivered IT services for optimizing client application and process environments and maximizing the strategic and tactical value that clients derive from these systems in order to achieve a competitive advantage.”

An IPI sale is a consultative process aimed to build strong relationships with the customer.  The process is orchestrated by skilled direct account managers that coordinate the efforts of supporting IPI personnel.  The typical sales process is shown below:

· Find the customer using direct and indirect marketing techniques by the account manager, indirect contract sales representatives, or strategic partnering.

· Qualify the customers’ needs and ability to sponsor/fund subsequent activities.

· Educate the customer about the power and benefits of advanced expert systems using product demonstrations, customer-based references, and commercial presentations.

· Focus on customer needs and identify potential consulting and implementation projects to fill the need.

· Perform a consulting engagement to write specifications, solutions, project plans, proposals and quotations for the implementation project.

· Create an optional prototype of the potential system with software that contains a working user interface, an illustrative rule set, integrated technologies, and illustrative output.

· Negotiate an appropriate scope of work, contractual terms, and price for an implementation project with the customer.

· Close the sale by scheduling the project start date, signing the contract, and receiving a purchase order.

The account team consists of the account manager, a project manager, technical support engineers, and administrative support personnel.

More than 75% of the customers that enter into a consulting engagement with IPI, ultimately acquire the services of IPI to create a production level advanced expert system.

Consulting engagements are typically priced between $50,000 and $125,000; running for 60 to 90 days.  Implementation projects are typically priced between $250,000 and $3,000,000 and take 6 to 18 months to perform.  

The length of the sales cycle for these offerings is dependent upon many factors such as:

· A sense of urgency to implement the benefits of advanced expert systems.

· The available time and funds that the customer can commit during the sales process. 

· The ability of the customer to obtain project funding outside of their normal budgeting cycle.

· The motivation and ability of the customer contact person to affect and implement changes in their own organization.

· External process interruptions such as re-organizations, personnel reassignment, mergers and acquisitions, spending freezes, etc.

The current sales cycle takes 12 to 24 months to complete.  The goal is to reduce this to 6 to 9 months.  Major product introductions are planned for Q1, 2001 and every year thereafter during the planning period.  It is anticipated that the products described in the Business Plan will be the enablers to reduce the average time of an initial sale with a new customer by at least 50%.  This is due to the greater tangibility and reduced entry-level pricing/commitment of products.  The range of services offered by IPI to existing customers, as part of a continuous relationship, will further decrease the length of the sales cycle.

Plans to develop vertical markets include:

· An Internet Storefront and Demo Facility to allow potential clients to conduct a virtual tour of their future automated process and tools.  This will be a multimedia experience including interactive product demonstrations, education and tutorial information about advanced expert systems, IPI corporate information, customer testimonials, email connections with IPI personnel, etc.

· Vertical market focused activities such as advertising, press releases, seminars, presentations, association memberships and participation, etc.

· Continued partnerships and strategic alliances with major software vendors in the industry.  These include Microsoft, Parametric Technologies, Autodesk, Bentley Systems, Oracle and others.

Management will give major emphasis to recruit, train, field, and support new sales and technical support personnel.  Sales offices will be required in geographically distributed locations based upon the needs of vertical industries.  At a minimum it is anticipated that new offices will be located in the Detroit and Washington D.C. areas in the U.S., along with one or more offices at yet-to-be-determined locations in Europe.

Operations Plan










Operations supply the resources required to perform consulting, software implementation projects, and customer services.  They are responsible to ensure that work is performed according to specifications that meet customer needs and conform to industry standards.  Operations work with Sales and Marketing to identify additional sales opportunities and to build multi-level relationships with the customer.

Operations personnel include project managers, technical leads, consulting engineers, software engineers, and customer support engineers.  Project managers and technical leads support sales efforts to identify solutions to customer problems using IPI technology.  

Upgrading of system tools and personnel training is a constant effort.  At present, IPI is primarily staffed with senior level consultants and engineers.  It is planned to diversify the skill set and level of our workforce as the company grows to better match the needs of customers with the appropriate labor force.

The services performed conform to the following process.




A consulting project includes the performance of approximately 25% of the knowledge acquisition and requirements analysis tasks along with a high-level design of an advanced expert system.  The typical project deliverables are:

· Product Data Model;

· Process Model;

· Knowledge Analysis Report;

· High-Level Requirements Specification;

· High-Level Design Document;

· Project Plan; and

· Quotation to complete the system.  

Often this effort is accompanied by a software prototype to help the customer visualize the end solution and measure the direct benefits that they will receive after full system deployment.

IPI implementation projects complete the system development using a modified version of the IEEE Project Development Plan and Software Engineering Methods in the performance of projects.

A customer service organization will be developed to support products offered by IPI as well as installed advanced expert systems.  This facet of the business will include product implementation consulting, product training, product support, and product revision upgrades.  These are revenue-generating activities that provide an on-going relationship with the customer long after the system implementation project is completed.

The current backlog of projects to be delivered by operations is shown below.

Contract Backlog

(As of January 31, 2000)
	Customer
	Project Description
	Original Contract Value
	Balance

	Alcoa
	Closure Design Program
	$250,000
	$11,250

	Meritor
	Trailer Axle Specification Program
	$140,750
	$11,250

	A.O. Smith
	Electric Motor Design Suite (MDS) Program
	$970,000
	$314,027

	Foster Wheeler
	Package Boiler Design Program
	$602,816
	$7,813

	SPAWAR
	Automated Design Tool for Integrated Electronic Systems (ADTIES)
	$1,643,000
	$1,194,312

	Maritech
	Advanced Expert System Consulting to the Shipbuilding Industry Consortium
	$413,900
	$385,920



	United States Federal Government
	STTR, Phase I, Research Program from the Office of Naval Research for Alpha Builder toolkit
	$100,000
	$55,000

	
	Total
	$4,120,466
	$1,979,572


Currently, all Operations activities are performed at the company headquarters in San Diego or in the field.  This not considered practical to support planned growth.  Further, as the company grows and as engineer recruitment becomes more difficult in San Diego, it is anticipated that other Operation Centers will be opened in regions where a concentration of customers are found, or in areas found to have favorable conditions for the recruitment of technical staff.

Product Development & Maintenance Plan



The Product Development Plan is in support of revenue objectives in the five-year Business Plan.  Development in the first two years is critical to successful deployment of products as planned.  IPI already owns intellectual properties that support the consulting and software development process, but further development is needed in order to achieve revenue and productivity goals.  The objectives of IPI’s product development are to: 

· significantly enhance IPI’s internal project and product development productivity;

· provide customers with a development environment for their own advanced expert system development efforts;

· provide a KBE product for commercial sales and licensing; 

· provide generalized advanced expert system applications in IPI’s vertical markets; and

· provide horizontal applications for cross market applications such as automated CAD model production, drawing production, cost estimating, proposal generation, and report writing.

These objectives will be accomplished using a technology foundation that includes the Application Coordinator, the Alpha Builder Toolkit, and proprietary KBE technology.  The following timeline shows the planned enhancement of existing technologies and new product development.
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1,636

2,514

Repairs & Maintenance

6

14

27

45

69

Equipment Expensed

4

9

18

30

46

Software

20

52

101

164

252

Office Expense & Supplies

19

47

92

149

229

Telephone

37

94

183

298

458

Travel

211

536

1,040

1,690

2,600

Total General Expenses

950

2,470

4,526

6,491

9,331

Total Administrative Expenses

4,518

8,605

13,317

19,352

28,922

Earnings Before Interest & Taxes

(1,493)

(234)

3,588

9,170

15,691

Interest Expense

36

54

72

72

72

Taxes

1

1

1

3,599

6,248

Net Income (Loss)

($1,530)

($289)

$3,515

$5,499

$9,372


The following are estimates of the man years required to deliver the first release of each software application.  This is followed by an estimate of the engineer headcount that will be required to perform product development and maintenance.

Product Development Effort by Application

	Product
	Development

Man-Years
	
	Product
	Development

Man-Years

	
	
	
	
	

	Application Coordinator
	4
	
	Shipbuilding Applications
	3

	
	
	
	
	

	Alpha Builder Toolkit
	10
	
	Automotive Applications
	3

	
	
	
	
	

	KBE Product
	10
	
	Aerospace Applications
	3

	
	
	
	
	

	CAD Modeling & Drawing Production
	5
	
	Machinery Applications
	3

	
	
	
	
	

	Report Writing & Proposal Generation
	5
	
	Plant Design Applications
	3

	
	
	
	
	

	Cost Estimating
	3
	
	Total
	52

	
	
	
	
	


Product Development & Maintenance Man-loading

by Quarter

	
	2000
	2001
	2002
	2003

	
	Q1
	Q2
	Q3
	Q4
	Q1
	Q2
	Q3
	Q4
	Q1
	Q2
	Q3
	Q4
	Q1
	Q2
	Q3
	Q4

	Development & Maintenance Man-years per Quarter
	2.1
	6.5
	4.6
	7.2
	4.6
	4.8
	4.8
	2.5
	4.4
	4.4
	5.1
	4.8
	5.8
	5.8
	5.8
	5.8

	Product

Development

Headcount
	6
	22
	22
	21
	21
	20
	13
	13
	11
	11
	11
	11
	15
	15
	15
	15

	Product Maintenance Headcount
	0
	0
	0
	0
	0
	1
	4
	4
	6
	6
	6
	6
	8
	8
	8
	8

	Total Development & Maintenance Headcount
	6
	22
	22
	21
	21
	21
	17
	17
	17
	17
	17
	17
	23
	23
	23
	23


Software created by IPI automatically receives two types of protection, trade secret and copyright.  Trade secret status is maintained through IPI’s system of configuration management, non-disclosure agreements with employees and customers, proprietary rights agreements with employees, and network protection against theft or outside intrusion.  IPI also implements copyrights on all software source code as a matter of policy.  This protection is listed in the header of each file.  

IPI has evaluated the effectiveness of the use of patents as a means to protect software.  We have concluded that patents may be used to protect broad underlying concepts of our work, but care must be taken not to disclose the exact details of implementation through detailed design documentation or source code.  This disclosure in the patent itself would encourage duplication or reverse engineering with the intent to slightly modify the work.  Thus, our primary form of protection for intellectual property will be through trade secret and copyright protection.

The development environment of IPI is equipped with state-of-the-art hardware and software development tools.  IPI is capable of developing software for any Windows operating environment as well as Sun, Hewlett Packard and Silicon Graphics Unix environments.  

IPI’s Application Coordinator is the foundation and starting point for all projects in the software environment.  This includes a project-oriented environment with access to centralized libraries of source code and algorithmic examples that are reused by developers on all projects.  The Application Coordinator currently has functionality to assist the engineer in the design and creation of:

· interfaces for interaction between the software and the system user;

· databases for data persistence and storage;

· data handling, management, and integration capabilities;

· interfaces to third-party software such as CAD, database, and KBE systems;

· intelligent work process management by the software through run-time generated instruction sets or scripts;

· output report generation;

· source code debugging; and

· system regression testing.

Each of these features will continue to be expanded as the Application Coordinator is developed into a licensable environment for the creation of advanced expert systems.

The Alpha Builder toolkit is currently in the specification and design phase.  The purpose of this toolkit is to automate the process of creating advanced expert systems by providing tools and environments to aid engineers in the process of knowledge acquisition, Product Data Model creation, Process Model creation, GUI creation, database creation, and rulebase creation.  Alpha Builder will work with the Application Coordinator to create designs and source code prototypes of advanced expert systems.  IPI has received funding through the Office of Naval Research and Maritech Advanced Technology Institute to perform the early stage research and development of an Alpha Builder prototype.  Funding is through the Small Business Technology Transfer (SBIR/STTR) initiative of the federal government.  Phase I and Phase I Option funding ($100,000) have been received through the STTR program to prove the feasibility of Alpha Builder.  Notice of award for Phase II funding ($350,000) has been received.  Funding is anticipated to start in the first quarter of 2000.  Research partners in this effort include the University of Washington and National Steel and Shipbuilding Company (NASSCO).  Strong support has been expressed by the federal government and the shipbuilding industry for the commercialized results of this effort.

Attention will be focused on key development challenges including the creation of general purpose KBE rule handling capabilities, natural language rule representation, Product Data Model centralization, and software commercialization and configuration management.

Administration and Staffing







The administrative staff of IPI is comprised of a CEO, President & COO, CFO, Office Manager, Computer System Manager, and clerical staff.  The CEO position is currently a non-salaried position.  This is anticipated to change to a salaried position during 2000.  Additional accounting/finance, human resource and clerical staff are anticipated to be added during the five-year planning period to incrementally support the growth of the company.

The implementation of a project cost accounting system is currently underway and will be completed during the first quarter of 2000.  This system will be used to gather raw expenses from company operations and allocate them on a customer or internal project basis.  It will also be used to record project budgets, and measure project and individual performance against the baseline.

Recruiting qualified engineers has become a greater challenge in the last two years.  Unemployment in the San Diego region is at a low point, with large companies offering attractive employment packages to software engineers.  Local universities do not supply enough local talent to meet the demand, and local wage inflation has outpaced the inflation rate of the local economy.  IPI is changing its recruiting strategy to include the relocation of engineers from neighboring states to meet company needs.  We are also investigating the feasibility and benefits of relocating part of IPI’s future product development or operations staff to other locations where the cost index is lower than San Diego and the supply of qualified engineers is more plentiful.

With the use of the Application Coordinator and the development of Alpha Builder, IPI anticipates that more junior level engineers will be suitable candidates for recruitment to create advanced expert systems.  These tools will be supplemented with aggressive training of new employees to ensure productivity and consistent high quality results.

Current Staff Requirements

	Function
	Current
	Year End, 2000

	CEO
	1
	1

	President & COO
	1
	1

	CFO
	1
	1

	VP, Sales
	1
	1

	VP, Product Development
	1
	1

	VP, Business Development
	1
	1

	VP, Marketing
	
	1

	Project Managers
	4
	5

	Account Managers
	
	5

	Consultants
	1
	5

	Project Technical Leader
	4
	5

	Software Engineers, Projects
	7
	25

	Software Engineers, Development
	1
	20

	Sales Support
	
	6

	Marketing Support
	1
	2

	Clerical & Support
	4
	4

	

Total
	28
	84


Full-Time Staffing Plan

Yearly Average

	
	2000
	2001
	2002
	2003
	2004

	Executive Management
	3
	3
	4
	5
	6

	Sales
	
	
	
	
	

	
Account Managers
	5
	14
	24
	33
	50

	
Business Development
	2
	3
	3
	6
	6

	
Sales Support
	6
	15
	25
	34
	49

	
Marketing
	3
	4
	5
	7
	9

	Product Development
	17
	19
	17
	23
	37

	Operations
	
	
	
	
	

	
Project Managers
	4
	6
	12
	22
	31

	
Consultants
	4
	8
	17
	35
	50

	
Engineers
	22
	32
	69
	118
	170

	
Acquisition
	
	22
	22
	
	

	Customer Support
	0
	5
	11
	23
	37

	Clerical/Administrative
	4
	10
	18
	29
	45

	Total
	70
	141
	227
	335
	490


Critical Success Factors








IPI management has identified the following factors that are critical to success.  Many require improvement over current performance.  High-level action plans are summarized to provide a quick reference to IPI’s strategy.

	Success Factor
	Current

Performance
	Target

Performance
	Action Plan/Strategy

	Length of average sales cycle
	12 - 24 months
	6 – 12 months
	· Development of vertical industries and reference accounts;

· Development of multiple revenue streams;

· Introduction of IPI commercial products;

· Increased technical support;

· Greater project delivery schedule segmentation; and

· Written account plans.

	Pricing
	$90 - $150 per hour
	$150 per hour
	· Completion of Alpha Builder toolkit; and

· Increased customer pricing structure.

	Length of average development schedule
	9 – 24 months
	6 – 9 months
	· Completion of Alpha Builder toolkit;

· Enhancement of Application Coordinator; 
· Greater project delivery schedule segmentation; and

· Increase personnel training.

	Accurate project estimates
	High-level of detail, non-uniform projects
	Greater level of detail, uniform projects
	· Process standardization;

· Increased technical support during sales; and

· Project post-mortem analysis.

	Financing growth
	Financed from operating results
	Financed through operations, debt, and equity
	· Develop relationships with banking partners for cash flow issues; and

· Solicit equity-based financing for rapid sales expansion, product development, and selected merger/acquisition candidates.

	Process standardization
	Moderate
	High
	· Development & implementation of Project Planning, Project Management, and Project Administration Manuals;

· Completion and usage of Alpha Builder toolkit; and 

· Continued usage of Application Coordinator.

	Technology & product development
	Slow pace
	Rapid pace
	· Increased equity financing for product development;

· Increased product development financing from operations (currently < 4% of revenue; target ~ 13% of revenue); and

· Completion of Alpha Builder toolkit and KBE product.

	Staffing
	Local
	Local & distributed geographically
	· Aggressive recruitment of local resources;

· Diversification of technical workforce;

· Neighboring state personnel recruitment; and

· Relocation of selected product development and project operation activities.


Financial Summary









Financial Proforma Summary

Integration Partners, Inc.

December 31, 2004

	
	Case I

(Most Likely Case)
	Case II

(Worst Case)

	Revenue


	$80,000,000
	$42,000,000

	Gross Profit


	$44,613,000
	$23,111,000

	SG&A


	$28,922,000
	$17,036,000

	Earnings before Interest & Taxes


	$15,691,000
	$6,075,000


Integration Partners’ financial objectives include:

· Compounded annual growth of 30-50%;

· Immediate equity financing, of $16 million to fund accelerated product development, marketing, sales expansion, strategic acquisitions or mergers, and working capital;

· A balanced mix of revenue from consulting (15%), product sales (15%), product support (7.5%), and implementation projects (62.5%).  Overall, 30% of revenue will be derived from consulting and products and 70% from related service.

· Profitability of 15-18% within 3 years;

· IPO within 3 years, market conditions permitting.

The following are two financial proformas, Case I and Case II.  They represent potential financial results derived through management analysis.  Case I, the “Most Likely Case” 
, is based upon 50% annual growth of the implementation revenue stream, augmented by $10,000,000 in strategic acquisitions and the aggressive introduction of products and related services.  This results in $80 million revenue in 2004 with $15.7 million EBIT (19.4%).  Break-even on the investment is achieved in Q1, 2004.

Case II, is based upon 30% annual growth of the implementation revenue stream, with  $5,000,000 in strategic acquisitions and less aggressive product introductions than in Case I.  This results in $42 million revenue in 2004 with $6.18 million EBIT (14.3%).  Break-even on the investment occurs in Q3, 2004.

A more detailed financial analysis is shown in Appendix B, including historical financial results of IPI.

MOST LIKELY CASE

Projected Income Statement 

For the Year Ended December 31,

(all amounts in $1,000’s)

[image: image12.wmf]2000

2001

2002

2003

2004

Net income (loss)

($1,530)

($289)

$3,515

$5,499

$9,372

Depreciation/amortization

126

656

1,209

1,274

1,364

Dec (inc) current assets

(442)

(1,058)

(1,639)

(2,115)

(2,961)

Less capital expenditures

(233)

(437)

(447)

(501)

(744)

Dec (inc) non-current assets

(13)

(26)

(35)

(41)

(66)

Inc (dec) current liabilities

90

790

1,282

1,595

2,226

Financing activities

(58)

45

45

0

0

Dec (inc) in Goodwill

0

(4,500)

(4,500)

0

0

Equity infusion

0

0

0

0

0

Increase (decrease) in cash

(2,059)

(4,819)

(570)

5,711

9,189

Beginning cash balance

74

(1,985)

(6,804)

(7,374)

(1,663)

Ending cash balance

($1,985)

($6,804)

($7,374)

($1,663)

$7,527


Use of Proceeds










Proceeds for equity financing will be used for the following purposes:

	· Accelerated Product Development

· Strategic Market Development

· Accelerated sales

· Strategic Acquisitions or Mergers 

Net Total 

· Professional Fees

Total
	$2,000,000

500,000

2,500,000

10,000,000
15,000,000

1,000,000

16,000,000




These investments result in negative cash flows in 2000 and 2001, but turn positive by the end of 2002.  In addition, a three to six month working capital reserve during this time period is required to fulfill the cash needs of the business.  It is anticipated that the second strategic acquisition will occur in the beginning of 2002.  Thus, IPI’s equity cash infusion needs are summarized as follows:

	· Operations, Working Capital & Contingency, 2000 and 2001
	$5,000,000

	· Acquisition #1, 2001
	5,000,000

	· Acquisition #2, 2002
	5,000,000

	

Net Total
	15,000,000

	
	

	· Professional Fees, 2000 - 2002
	1,000,000

	Total
	$16,000,000


Exit Strategy










It is planned that additional funding and an exit strategy will be executed through an initial public offering in 2002 or 2003.  Conservatively assuming an IPO in the first quarter of 2004, and valuation multiples from 2 to 2 ½ times revenue, an internal rate of return between 65% and 80% is possible.  

	2004 Projected Revenue
	$80,000,000

	Valuation Multiple
	2 - 2.5

	Market Capitalization
	$160,000,000 - $200,000,000

	Q1, 2004 IPO – IRR
	65-80%

	Q1, 2003 IPO – IRR
	110-130%


An earlier successful IPO would dramatically increase this return rate.  This is comparable to other recent IPO’s within the industry.

If market conditions are not deemed favorable for an IPO, IPI will be positioned as an attractive acquisition target for a large software firm that has strategic interest in the knowledge management niche of the Engineered Products Sector.

Appendix A, Management and Board of Directors



Dr. vinh c. nguyen, Chairman & Chief Executive OfficerDr. Nguyen is Chairman of the Board of Directors and CEO of Integration Partners, Inc. He graduated from the University of Montpellier, School of Medicine in Montpellier, France in 1967.  His intern service was at the French Hospital in New York City.  He later became a member of the faculty at Johns Hopkins University in Baltimore, Maryland.  

In private practice, Dr. Nguyen was Chairman of the Department of Radiology at the Laurel Regional Hospital in Laurel, Maryland.  In this role, Dr. Nguyen oversaw more than 800% growth within his department, and successfully managed the merger of his department with Prince George’s Medical Center, Radiology Department, to provide extended services to additional HMO facilities. 

Throughout his medical career Dr. Nguyen gained a great interest in high technology companies and products and was a pioneer in the development of modern sonogram technology.  

Since his retirement from medical practice, Dr. Nguyen has been active as an investor and entrepreneur, successfully working with several high-tech companies in high growth phases of development.  He currently serves as Chairman of Krypto-Tech, Inc., a Florida company that produces software products for the data encryption industry, in addition to his work with IPI.

Kenneth E. Wolsey, President & Chief Operating Officer, DirectorMr. Wolsey is the lead founder of Integration Partners, Inc.  He conceived IPI’s proprietary application architecture and led the development team through its initial implementation as a solution to real-world challenges.  He successfully organized IPI and led a team of entrepreneurs and co-founders through its creation and spin-off from Ahlstrom Pyropower, Inc.

Mr. Wolsey formerly worked as the Director of Global Automation Technology for Ahlstrom Pyropower from 1988 through 1994.  In this capacity, he led the development and implementation of computer-aided technologies at Ahlstrom Pyropower's offices in Europe, the United States, and Japan.  As a part of the Ahlstrom Pyropower management team, he introduced various automation technologies to achieve quantum leap improvements in engineering productivity (over 85%) and the near elimination of field re-work.  During this time, Mr. Wolsey recruited and developed a team of engineers with solid expertise in a broad spectrum of computer technologies and engineering sciences.  This staff later became the start-up nucleus of Integration Partners, Inc.

Mr. Wolsey has over 20 years experience in the industry, including general management, technology management, software development, computer system implementation and administration, and mechanical and structural engineering.  In addition to his work at Ahlstrom, Mr. Wolsey also worked as an engineer and programmer at Bechtel Power Corporation and as a senior software engineer at General Electric's Calma Company.  

Mr. Wolsey holds a Bachelor of Science degree in Design Engineering from Brigham Young University, Provo, Utah; a Masters degree in Business Administration (MBA) from the University of California at Los Angeles (UCLA); and a certificate of International Management from the international Institute of Management Development (IMD), Lausanne, Switzerland.

Jeffrey P. Matthews, Chief Financial Officer, Director
Mr. Matthews is the Chief Financial Officer of Integration Partners, Inc.  He is responsible for managing the finance, treasury, accounting, and administrative service functions of the company.  He reports to the President and has broad latitude for making and enforcing company administrative, financial and human resource policy.

Mr. Matthews has over 20 years experience in all aspects of corporate finance and accounting.  He has worked with several entrepreneurial companies during high growth cycles and has implemented financial control systems for commercial and government accounting purposes.  He has also been part of a preparation team prior to a planned initial public offering. 

Prior to joining IPI, Mr. Matthews worked as CFO at various small and medium sized businesses including U.S. Mobile Wireless Communications, Inc., Lamar Snowboards, Inc., JABRA Corporation, and Sunroad Enterprises.  He has held positions from Controller through Chief Financial Officer in various industries including electronics, software, recreational products, and commercial real estate.  He was also employed as a Manager with Deloitte & Touche in their auditing and emerging business practice.

Mr. Matthews holds a Bachelor of Science degree in Business Administration, Accounting Major from San Diego State University, San Diego, California; and a Masters of Business Administration (MBA), with emphasis in Corporate Finance from the University of Southern California (USC), Los Angeles, California.

DAVID l. eVANS, Vice President of OperationsMr. Evans is the Vice President of Operations at Integration Partners, Inc.  He has previously held the positions of Project Manager and Director of Project Managers at Integration Partners, where he has been heavily involved in defining the role of project management and customer relations.

He formerly worked as the President of CAD Language Systems in Rockville, Maryland.  Mr. Evans has also been a founder, president and consultant during several entrepreneurial efforts with companies of all sizes, from Fortune 500 to startup companies in the software and electronics industries.  He worked for nearly ten years as the Corporate Director of Electronic Design Automation for General Dynamics in San Diego, as well as the Director of New Product Development for HDR Systems in Omaha, Nebraska.

Mr. Evans served in the United States Air Force from 1973 to 1982, and is currently serving in the United States Air Force Reserves, as a Major assigned to the Department of Defense Meteorological (Weather) Satellite Program.  His work there includes digital systems engineering and project management within the Strategic Air Command.

Mr. Evans holds a Bachelor of Science degree in Electrical Engineering from Brigham Young University, Provo, Utah; and a Masters degree in Business Administration (MBA) from the University of Oklahoma, Norman, Oklahoma.  He has been an active participant in IEEE and VHDL industry standards and advisory committees.

Stephen I. Johnson, Vice President of Corporate AffairsMr. Johnson is the Vice President of Corporate Affairs.  He is responsible for the development and management of major projects in new and emerging markets in both the commercial and government sectors.  He is also involved in mentoring and training project managers at Integration Partners.

Mr. Johnson retired as a Rear Admiral from the United States Navy in July 1999 after 30 years service.  While in the Navy, Mr. Johnson was a member of the Department of Defense Acquisition Professional Community. From 1993 to 1996 Mr. Johnson served as Major Program Manager for New Attack Submarine Command, Control and Communications System development (PMS-401) in Program Executive Office, Submarines (PEO-SUBS).  From 1996-1998, Mr. Johnson served as Program Director, Information Support Systems Directorate (PD-15) at the Space and Naval Warfare Systems Command, San Diego California.  As PD-15, Mr. Johnson provided oversight and direction to 4 program managers managing 12 programs that were part of the Navy’s IT-21 (Information Technology for the 21st Century) initiative.  From 1998-1999, Mr. Johnson was the Project Manager of the Navy’s Year 2000 Project Office, developing and executing the overall strategic planning, assessment, testing, contingency planning, continuity of operations, and Y2K consequence management strategy for the Navy.

Mr. Johnson was certified Level 3 in Acquisition Program Management.  Programs that he managed while on active duty received the following awards under his leadership: David Packard Award for Acquisition Reform Excellence; Vice-Presidential “Hammer” Award for Reinventing Government; DoD “Excellence in Contracting;” DoD “Best of Open Systems Solutions” award.

Mr. Johnson holds a Bachelor of Science degree in Physics from Duke University in Durham, North Carolina.

L. Thomas Adams, Vice President of Business DevelopmentMr. Adams has more than 25 years of sales, marketing, business development and international management experience.  Mr. Adams is responsible for Integration Partners sales efforts to the Federal Government, as well as business development and strategic relationships for all of IPI’s vertical markets. 

Prior to joining IPI, Mr. Adams held senior management positions in several high technology multi-national companies. He has been President and CEO of Corporate Consulting Group; Vice President, Worldwide Sales and Marketing for United Press International; Senior Vice President, Sales and Marketing, Audre Recognition Systems; Director, Federal Systems, Northgate Computers; and Director, International Sales and Marketing, Information Handling Services.

Mr. Adams attended Northwestern State University majoring in political science and international business, the George Mason University Graduate School of Business and the Wharton School of the University of Pennsylvania’s Advanced Executive Management Development (AEMD) Program. 
Paul J. Lorson, Vice President of Sales & MarketingMr. Lorson is responsible for Integration Partners’ sales and marketing efforts.  In this role he supervises and conducts sales to commercial businesses in IPI’s chosen market segments.  He also provides key leadership and coordination with other staff members that perform technical sales support and consulting activities.

Mr. Lorson has held various engineering, sales and management positions including Vice President of Sales and Marketing, Digital Micronics; Manager of Advanced Systems, MicroAge; Sales Manager at SAIC; Sales Manager at CAD Solutions; and Western Regional Sales Manager at GE Calma.  In addition to these sales roles he formerly worked as Manager of Engineering Information Systems at Ford Aerospace.  In these roles, Mr. Lorson has developed a broad and unique blend of engineering, technical computing, consulting, sales and management skills. 

Mr. Lorson holds a Bachelor of Science degree in Computer Science and a Bachelor of Arts degree in Information Systems from Coleman College, San Diego, CA.   Mr. Lorson is the founding chairman and president of Vista Academy of the Visual and Performing Arts Foundation.  He is a frequent presenter and speaker on various technology subjects including engineering automation, integrated design management, and open systems architecture.

Appendix B, Detailed Financials







Case I - “Most Likely Case”, Detailed Financials

Case I contains the following critical assumptions:

Revenue.  Revenue is divided into four strategic revenue streams; e.g. Products, Customer Support, Consulting, and Implementation Projects.  Product Revenue produces $1,000,000 in 2001 (introductory year) from sales of licenses of the Application Coordinator, Alpha Builder Toolkit, and a proprietary KBE product.  As new applications are added, Product Revenue grows in excess of 100% annually for two years, before eventually stabilizing at a growth rate of 50% by 2004.

Customer Support Revenue is estimated at 50% of the Product Revenue.  This consists of product training, product consulting, product hotline/online support, and software maintenance revenue.

Consulting Revenue is estimated to immediately increase by adding new direct sales and support staff.  It is expected to grow in excess of 100% per year for three years, before stabilizing at a 45-50% growth rate by 2004.

Implementation Project Revenue is estimated to grow at a rate of 45-50% per year, being fueled by customer relationships formed through product, consulting, and other direct sales efforts.

Additional revenue is added in 2001 and 2002, due to revenue from two strategic acquisitions.  This revenue is added in its entirety into Implementation Project Revenue in the year following each acquisition respectively.

Pricing.  Products are priced at an average of approximately $25,000 per developer license, $5,000 per run-time license, and $50,000 per intelligent application.  It is anticipated that one in five customers will acquire a self implementation license configuration, while four in five customers will acquire an IPI implementation license configuration.  The average product sale to a self-implementation customer is estimated at $50,000, while the average product sale to an IPI-implementation customer is estimated at $25,000.

The average implementation project is estimated to take 12-18 months to complete at a price of $1,350,000 in 2000, while these factors decline to 6-9 months and $700,000 by 2004.

The average consulting engagement is estimated at $75,000 in 2000, increasing to over $90,000 by 2004.

Average realizable billing rates are as follows:

	Position
	Rate per hour

	Project Managers
	$150

	Consultants
	$125

	Senior Engineers
	$130

	Engineers
	$100


Headcount and Salaries.  Direct sales employees are required to be hired one year in advance of producing significant revenue due to training time and length of the sales cycle.  Consulting Revenue and some Product Revenue are the only revenue streams anticipated to be produced by new direct salespersons in their first year.  Base salary of the average salesperson is estimated at $75,000 per year with an average 2% commission on a $2,000,000 sales quota.

Sales support engineer headcount is estimated at one for every two direct salespersons.  Average salaries are estimated at $70,000 exclusive of bonuses.

Software engineers are expected to bill at an average efficiency rate of 85% on consulting and implementation engagements.  The average annual salary of software engineers is estimated at $65,000 - $75,000 depending upon experience.

Project managers are expected to manage an average of $2,000,000 in revenue producing projects.  The average base salary of project managers is $95,000 exclusive of project bonuses.

Administrative clerical employee headcount is estimated at approximately 1 person per every $1,667,000 in revenue.  Average salary is $35,000.

The CEO position is assumed to become a salaried position in 2000.  Average executive annual salary is estimated at $105,000 independent of bonuses.

All salary expenses stated above are given in 2000 dollars, and expected to inflate at a rate of 4% per year.

Acquisitions.  Two acquisitions of $5,000,000 each are anticipated in 2001 and 2002.  They are assumed to add $5,000,000 each to the revenue of IPI in their initial year.  

The income statement for the acquisitions is assumed to follow the same percentage as IPI.  The income statement activity consolidated with IPI includes activity following the acquisition closing date.

Each acquisition is expected to cost $5,000,000 and result in goodwill of $4,500,000 each.  The goodwill is amortized over 10 years.

Depreciation.  Depreciation of fixed assets and amortization of tenant improvements are being calculated using the straight-line method over a period of 3 to 7 years.

Expenses.  General expenses were determined based on historical experience adjusted for increases in revenues, headcount, and other specific activities.

“Most Likely Case”

Integration Partners, Inc.

Projected Income Statement

For the Year Ended December 31,

(all amounts in $1,000’s)

[image: image13.wmf]2000

2001

2002

2003

2004

ASSETS

Cash

($1,985)

($6,804)

($7,374)

($1,663)

$7,527

Accounts receivable

684

1,736

3,367

5,472

8,418

Other current assets

3

9

17

27

42

Total Current Assets

(1,298)

(5,059)

(3,989)

3,837

15,987

Fixed Assets

783

1,219

1,666

2,167

2,911

Accumulated depreciation

(531)

(737)

(1,046)

(1,420)

(1,884)

Fixed Assets - net

251

482

620

747

1,027

Goodwill

0

4,050

7,650

6,750

5,850

Other Non Current Assets

53

79

114

155

222

Total Other Assets

53

4,129

7,764

6,905

6,072

TOTAL ASSETS

($993)

($447)

$4,395

$11,489

$23,086

LIABILITIES & EQUITY

Accounts payable

$81

$196

$372

$597

$909

Past Payroll taxes payable

125

0

0

0

0

Accrued Payroll

231

446

725

1,086

1,634

Billings in excess of income

220

389

571

750

952

Other current liabilities

270

686

1,330

2,162

3,326

Total Current Liabilities

928

1,717

2,999

4,594

6,820

Notes payable

0

0

0

0

0

Leases Payable

45

90

135

135

135

Total Non-Current Liabilities

45

90

135

135

135

Total Liabilities

973

1,807

3,134

4,729

6,955

Common stock

1,533

1,533

1,533

1,533

1,533

Retained earnings

(1,969)

(3,499)

(3,788)

(272)

5,227

Current period earnings

(1,530)

(289)

3,515

5,499

9,372

Total Equity

(1,966)

(2,255)

1,261

6,760

16,131

TOTAL LIABILITIES & EQUITY

($993)

($447)

$4,395

$11,489

$23,086



“Most Likely Case”

Integration Partners, Inc.

Projected Balance Sheet

as of December 31,

(all amounts in $1,000’s)
[image: image14.wmf]2000

2001

2002

2003

2004

Revenue

Projects

$5,450

$7,000

$15,000

$20,000

$26,000

Consulting

500

1,000

2,000

4,500

7,000

Products

50

500

1,500

3,500

6,000

Customer Support

0

250

750

1,750

3,000

M&A

0

5,000

0

0

0

Other

61

140

196

304

429

Total Revenue

6,061

13,890

19,446

30,054

42,429

Project Costs

Cost of Sales

264

431

558

795

1,072

Direct Labor

2,396

5,288

7,027

10,368

14,142

Reimbursables

61

140

196

304

429

Other

527

1,203

1,684

2,603

3,675

Total Project Costs

3,248

7,062

9,466

14,070

19,318

Gross Profit

2,813

6,828

9,981

15,984

23,111

Administrative Expenses

Salary Related Expenses

Sales & Marketing

1,487

2,633

3,302

4,370

5,823

Product Development

1,481

1,649

1,534

2,205

3,562

Customer Support

0

110

228

474

801

Administration

579

840

1,023

1,398

1,829

Total Salary Related Expenses

3,548

5,232

6,087

8,448

12,015

General Expenses

Outside Services

5

11

15

23

33

Advertising

16

30

42

65

92

Professional Services

62

102

122

155

187

Depreciation

123

181

213

220

222

Amortization of Goodwill

0

450

450

450

450

Entertainment & Meals

13

28

39

60

85

Liability Insurance

18

42

58

90

127

Communication

14

33

46

71

100

Miscellaneous

62

143

200

309

436

Rent

324

539

683

955

1,324

Repairs & Maintenance

6

13

18

28

39

Equipment Expensed

4

9

12

18

26

Software

20

47

66

101

143

Office Expense & Supplies

19

43

60

92

130

Telephone

37

85

119

184

260

Travel

211

447

626

967

1,365

Total General Expenses

934

2,200

2,769

3,790

5,021

Total Administrative Expenses

4,481

7,432

8,856

12,238

17,036

Earnings Before Interest & Taxes

(1,668)

(604)

1,125

3,746

6,075

Interest Expense

36

54

72

72

72

Taxes

1

1

1

226

2,401

Net Income (Loss)

($1,705)

($659)

$1,052

$3,448

$3,602


“Most Likely Case”

Integration Partners, Inc.

Statement of Cash Flows

for the Years Ended December 31,

(all amounts in $1,000’s)

[image: image15.wmf]2000

2001

2002

2003

2004

ASSETS

Cash

($2,107)

($7,164)

($5,678)

($2,304)

$1,657

Accounts receivable

631

1,447

2,026

3,131

4,420

Other current assets

3

8

11

17

24

Total Current Assets

(1,472)

(5,709)

(3,642)

1,114

6,100

Fixed Assets

769

1,120

1,279

1,537

1,863

Accumulated depreciation

(528)

(709)

(922)

(1,142)

(1,363)

Fixed Assets - net

241

411

357

395

499

Goodwill

0

4,050

3,600

3,150

2,700

Other Non Current Assets

52

71

81

101

128

Total Other Assets

52

4,121

3,681

3,251

2,828

TOTAL ASSETS

($1,179)

($1,176)

$397

$4,760

$9,427

LIABILITIES & EQUITY

Accounts payable

$81

$172

$237

$361

$504

Past Payroll taxes payable

125

0

0

0

0

Accrued Payroll

221

381

472

672

929

Billings in excess of income

220

362

434

552

666

Other current liabilities

270

619

867

1,340

1,892

Total Current Liabilities

917

1,534

2,010

2,924

3,990

Notes payable

0

0

0

0

0

Leases Payable

45

90

135

135

135

Total Non-Current Liabilities

45

90

135

135

135

Total Liabilities

962

1,624

2,145

3,059

4,125

Common tock

1,533

1,533

1,533

1,533

1,533

Retained earings

(1,969)

(3,674)

(4,333)

(3,281)

167

Current period earnings

(1,705)

(659)

1,052

3,448

3,602

Total Equity

(2,141)

(2,800)

(1,748)

1,700

5,302

TOTAL LIABILITIES & EQUITY

($1,179)

($1,176)

$397

$4,760

$9,427


Management Discussion.  Net income includes investments in product development, market development, sales expansion, and strategic acquisitions.  These investments result in negative cash flows in 2000 and 2001.  Cash received from equity investments are not shown in the preceding figures.  Cash from operations are negative during 2000 and 2001, but turn positive by the end of 2002.  It is anticipated that the second strategic acquisition will occur in the beginning of 2002.  Thus, IPI’s equity cash infusion needs for Case I are summarized as follows:

	Operations, Working Capital & Contingency in 2000 - 2001
	$5,000,000

	Strategic Acquisition #1, 2001
	5,000,000

	Strategic Acquisition #2, 2002
	5,000,000

	

Net Total
	15,000,000

	
	

	Professional Fees, 2000 – 2002
	1,000,000

	

Total
	$16,000,000


Case II – “Worst Case”, Detailed Financials

Case II contains the following critical assumptions:

Revenue.  Revenue is divided into four strategic revenue streams; e.g. Products, Customer Support, Consulting, and Implementation Projects.  Product Revenue produces $500,000 in 2001 (introductory year) from sales of licenses of the Application Coordinator, Alpha Builder Toolkit, and a proprietary KBE product.  As new applications are added, Product Revenue grows in excess of 100% annually for two years, before eventually stabilizing at a growth rate of 50% by 2005.  

Customer Support Revenue is estimated at 50% of the Product Revenue.  This consists of product training, product consulting, product hotline/online support, and software maintenance revenue.

Consulting Revenue is estimated to immediately increase by adding new direct sales and support staff.  It is expected to grow in excess of 100% per year for three years, before stabilizing at a 45-50% growth rate by 2004.

Implementation Project Revenue is estimated to grow at a rate of 30% per year, being fueled by customer relationships formed through product, consulting, and other direct sales efforts.

Additional revenue is added in 2001, due to revenue from a single strategic acquisition.  This revenue is added in its entirety into Implementation Project Revenue in 2002.

Pricing.  Products are priced at an average of approximately $25,000 per developer license, $5,000 per run-time license, and $50,000 per intelligent application.  It is anticipated that one in five customers will acquire a self implementation license configuration, while four in five customers will acquire an IPI implementation license configuration.  The average product sale to a self-implementation customer is estimated at $50,000, while the average product sale to an IPI-implementation customer is estimated at $25,000.

The average implementation project is estimated to take 12-18 months to complete at a price of $1,350,000 in 2000, while these factors decline to 6-9 months and $700,000 by 2004.

The average consulting engagement is estimated at $75,000 in 2000, increasing to over $90,000 by 2004.

Average realizable billing rates are estimated as:

	Position
	Rate per hour

	Project Managers
	$150

	Consultants
	$125

	Senior Engineers
	$130

	Engineers
	$100


Headcount and Salaries.  Direct sales employees are required to be hired one year in advance of producing significant revenue due to training time and length of the sales cycle.  Consulting Revenue and some Product Revenue are the only revenue streams anticipated to be produced by new direct salespersons in their first year.  Base salary of the average salesperson is estimated at $75,000 per year with an average 2% commission on a $2,000,000 sales quota.

Sales support engineer headcount is estimated at one for every two direct salespersons.  Average salaries are estimated at $70,000 exclusive of bonuses.

Software engineers are expected to bill at an average efficiency rate of 85% on consulting and implementation engagements.  The average salary of software engineers is estimated at $65,000 - $75,000 depending upon experience.

Project managers are expected to manage an average of $2,000,000 in revenue producing projects.  The average base salary of project managers is $95,000 exclusive of project bonuses.

Administrative clerical employee headcount is estimated at approximately 1 person per every $1,667,000 in revenue.  Average salary is $35,000.

The CEO position is assumed to become a salaried position in 2000.  Average executive salary is estimated at $105,000 independent of bonuses.

All salary expenses stated above are given in 2000 dollars, and expected to inflate at a rate of 4% per year.

Acquisitions.  One acquisition of $5,000,000 is anticipated in 2001.  It is assumed to add $5,000,000 to the revenue of IPI that same year.  

The income statement for the acquisition is assumed to follow the same percentage as IPI.  The income statement activity consolidated with IPI includes activity following the acquisition closing date.

The acquisition is expected to cost $5,000,000 and result in goodwill of $4,500,000.  The goodwill is amortized over 10 years.

Depreciation.  Depreciation of fixed assets and amortization of tenant improvements are being calculated using the straight-line method over a period of 3 to 7 years.

Expenses.  General expenses were determined based on historical experience adjusted for increases in revenues, headcount, and other specific activities.

“Worst Case”

Integration Partners, Inc.

Projected Income Statement

[image: image16.wmf]2000

2001

2002

2003

2004

Net income (loss)

($1,705)

($659)

$1,052

$3,448

$3,602

Depreciation/amortization

123

631

663

670

672

Dec (inc) current assets

(389)

(820)

(582)

(1,111)

(1,296)

Less capital expenditures

(220)

(351)

(159)

(258)

(326)

Dec (inc) non-current assets

(12)

(19)

(10)

(19)

(27)

Inc (dec) current liabilities

80

619

476

915

1,066

Financing activities

(58)

45

45

0

0

Dec (inc) in Goodwill

0

(4,500)

0

0

0

Equity infusion

0

0

0

0

0

Increase (decrease) in cash

(2,181)

(5,056)

1,485

3,644

3,691

Beginning cash balance

74

(2,107)

(7,164)

(5,678)

(2,034)

Ending cash balance

($2,107)

($7,164)

($5,678)

($2,034)

$1,657

For the Year Ended December 31.

(all amounts in $1,000’s)

“Worst Case”

Integration Partners, Inc.

Projected Balance Sheet

as of December 31,

(all amounts in $1,000’s)
[image: image17.wmf]1994

1995

1996

1997

1998

1999

Assets

Current Assets

$130

$206

$573

$1,035

$525

$320

Property and Equipment

90

83

108

244

160

144

Other Assets

113

95

65

69

5

40

Total Assets

$333

$385

$746

$1,347

$690

$504

Liabilities

Current Liabilities

$22

$142

$328

$495

$610

$837

Long Term Liabilities

160

56

179

236

340

103

Total Liabilities

182

198

506

731

950

940

Shareholders Equity

152

187

240

616

(260)

(436)

Total Liabilities & Equity

$333

$385

$746

$1,347

$690

$504


“Worst Case”

Integration Partners, Inc.

Statement of Cash Flows

for the Years Ended December 31,

(all amounts in $1,000’s)

[image: image18.wmf]1994

1995

1996

1997

1998

1999

Revenues

$158

$990

$1,654

$4,069

$3,406

$2,302

Direct Costs

93

690

1,033

2,605

2,750

1,931

Gross Profit

65

300

621

1,464

656

371

SG&A Costs

140

593

559

1,110

1,652

1,211

Earnings before Interest & Tax

($75)

($293)

$62

$354

($996)

($840)

Capital Expenditures

$60

$100

$35

$86


Management Discussion.  Net income includes investments in product development, market development, sales expansion, and strategic acquisitions.  These investments result in negative cash flows in 2000 and 2001.  Cash received from equity investments are not shown in the preceding figures.  Cash from operations are negative during 2000 and 2001, but turn positive by the end of 2002. Thus, IPI’s equity cash infusion needs for Case II are summarized as follows:

	Operations, Working Capital & Contingencies, 2000 - 2002
	$7,000,000

	Strategic Acquisition #1, 2001
	5,000,000

	

Net Total
	12,000,000

	
	

	Professional Fees, 2000 - 2001
	800,000

	

Total
	$12,800,000


Integration Partners, Inc.

Income Statement

For the Years Ended December 31,

(all amounts in $1,000’s) (unaudited)

[image: image19.wmf]2000

2001

2002

2003

2004

Revenue & Sales Targets 

(amounts shown in $1,000's)

Revenue Target

$6,500

$16,500

$32,000

$52,000

$80,000

Less Beginning Backlog

(2,975)

(7,000)

(10,500)

(20,500)

(30,500)

Plus Ending Backlog

4,500

10,500

20,500

30,500

45,500

Sales Required for the Year

$8,025

$20,000

$42,000

$62,000

$95,000

Sales Ratio to Revenue

123.5%

121.2%

131.3%

119.2%

118.8%


Management Discussion. 1994 and 1995 were start-up years for IPI.  Losses were primarily due to one-time start-up and organizational expenses, and learning curves associated with sales and project management.  

At the end of 1996, IPI’s initial majority investor, Ahlstrom Pyropower, Inc.
, was sold to Foster Wheeler Energy International, Inc.  This included all of the shares in IPI owned by Pyropower.  Foster Wheeler kept in-house prices for IPI services below market and fully burdened cost rates for 1997 and 1998.  

Encouraged by accumulated earnings from 1996 and 1997, the IPI board of directors (majority controlled by Foster Wheeler managers) voted, in the fourth quarter of 1997, to invest heavily in business development to accelerate business expansion.  Assurances were made by the Foster Wheeler management/board members, that Foster Wheeler would either loan, underwrite a loan, or invest as needed to achieve the planned business expansion.  IPI invested prior years’ earnings to expand the sales force as agreed.  Foster Wheeler ultimately withdrew financial support before the planned expansion was achieved, due to declining business conditions in their principal business units.  Results of this aborted plan were heavy financial losses for IPI during 1998 and 1999. 

These factors led to the eventual surrender (in November 1998) of all IPI stock and options owned by Foster Wheeler to the IPI Company Treasury.  IPI immediately began trimming expenses (including a large reduction of sales personnel) to meet cash flow capabilities.  During the later portion of 1998 and early in 1999, greater than normal efforts of the company were expended to raise additional capital.  IPI concluded a single round of equity financing in 1999 to accelerate debt repayment and to establish greater financial stability.

In spite of these setbacks, IPI successfully built a sales pipeline that began to come to fruition in 1999.  Contract backlog was built to a company record high, over $3,600,000 in 1999.  Although we were able to build the contract backlog and sales pipeline, most of this work was not performed in 1999, and consequently this revenue will be realizable during 2000.  Current backlog is approximately $2,000,000 with an active sales pipeline of approximately $13,500,000. At current operating levels the contract backlog represents approximately eight months of work.

Integration Partners, Inc.

Balance Sheet

As of December 31,

(all amounts in $1,000’s) (unaudited)

[image: image20.wmf]2000

2001

2002

2003

2004

Sales Mix 

(amounts shown in $1,000's)

Products

$50

$1,250

$3,500

$7,500

$12,500

Consulting

1,250

2,625

6,000

10,500

15,500

Implementation

6,725

9,750

25,000

40,000

60,250

Customer Support

0

875

2,000

4,000

6,750

Acquisition Sales

0

5,500

5,500

0

0

Total Sales

$8,025

$20,000

$42,000

$62,000

$95,000


Appendix C, Consultants









ALAN R. CARON

International Teaming Associates
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Mr. Caron specializes in helping companies grow profitably. He works with organizations of all sizes, and has particular interest in helping start-up, small, and medium size companies reach their growth potential.  He is an expert in strategic and business planning, developing alliances and partnerships, and helping companies raise capital. He has proven expertise in developing sales, marketing, and customer service plans and programs; product development and change management plans; and in the implementation of new business ideas. In addition to his affiliation with the Centre, Mr. Caron is a partner with International Teaming Associates (venture fund management and market analysis) and a Virtual CEO™ best practices assessment solutions provider.

With 25 years of experience, Mr. Caron has a proven track record as a senior executive, management consultant, facilitator, and speaker. He has worked with a variety of communication, utility, service, and technology companies, both large and small, in leading the development and implementation of strategic and new business plans. He is the founder of the Norak Business Growth Institute™, currently under development, which will provide e-commerce based services focused on helping start-up, small, and medium size businesses grow successfully.

Alan has a broad range of experience with new ventures in wireless communications, e-commerce, interactive services, intelligent engineering systems, energy services, energy marketing, appliance services, independent power production, and other technologies, and has successfully launched several ventures. He has led and facilitated teams in virtually all areas of management, working with boards of directors and senior executives, as well as hands-on professionals. 

He has conducted corporate and public workshops; is a noted speaker at both corporate meetings and public forums covering a wide variety of current management topics; has been quoted in numerous publications including Business Week, Electricity Journal, Cablevision Magazine, and SourceBook; has published articles on strategy and new ventures; and authored the Business Plan Assessment Guide and Points to Ponder on Joint Ventures and Alliances, both used in his practice.  

 He is pragmatic, focused, energetic, and creative in helping clients achieve their business objectives. 

ALBERT F. CARRATO


INTERNATIONAL TEAMING ASSOCIATES

Experience:
INTERNATIONAL TEAMING ASSOCIATES, 1990 TO PRESENT, PRESIDENT

Formulated a business strategy to grow the company from a 3 person operation, working in a limited customer base, to an international company with over 200 clients in the international market and $1,000,000 in annual contracts.

Developed a process for identifying high technology manufacturers, service companies, and engineering companies that require assistance in marketing on a company-to-company basis.  Using the business development and intelligence databases, provided the vehicle to deliver full service marketing campaigns, market sector surveys, marketing studies, competitor analysis, industry-wide data research into potential contracts, prepare marketing plans, and capture plans for client companies.  Developed the first high technology direct marketing programs with a success rate of over 30%.

Added a capability to provide lead generation for economic development organizations, telephone companies and call center companies.  Recently, managed the development of a new group in the company to provide venture capital to early stage and late stage companies.

Provides a unique forum for development of markets, market strategy and direct marketing in over 150 diverse sectors, including; super computers, virtual reality programs, training simulators, ocean sensing systems, electronic design automation, bio-technology, ceramics, composites, energy management products and power generation project.

AAI CORPORATION, 1990-1991, MARKETING MANAGER

Directed the marketing of hardware, manufacturing and logistics in space and aerospace primes.  In a 9 month period provided $200 million in new business opportunities with potential bookings of $75 million.

Managed a marketing research campaign using industry/government databases to determine hardware and service contracts due for solicitation over a 5-year period.  Used the campaign to strategically position the company for the future.

Produced a 1000 customer database through a direct marketing campaign in the aerospace and space prime and second tier vendor network.  Instituted a follow-up campaign through sales literature, newsletters, seminars and personal presentations.  Achieved 28% response.

Established a network of teaming partners in the small and small disadvantaged businesses and Canadian and U.S. manufacturing industry in support of company product lines and manufacturing.

SUNDSTRAND POWER SYSTEMS, 1988-1990, MANAGER, BUSINESS DEVELOPMENT

Managed the marketing for 3 divisions, including avionic, ECU and turbine engine product lines.  Developed a program to provide engineering services to aerospace, vehicle and ship prime contractors and second tier vendors.  Conducted a direct marketing campaign that resulted in a 30% response.  Campaign costs $70,000 with projected bookings of $10 million.

Established 4 company team that won an Army development contract valued at over $1 billion in hardware and service.

SUNDSTRAND TURBOMACH 1983-1988, MANAGER, INTEGRATED LOGISTICS SUPPORT

Responsible for the development of an ILS Department in support of turbine engine product lines.  Managed the marketing effort to old and new customers and produced $10 million annual revenue.  Established a program using customer and factory failure data to sell product improvement programs resulting in $1 million in annual revenue.

Conceived a support equipment hardware program for the turbine engine product lines.  Resulted in $10-$12 million in sales over 3 year period.

SYSTEMS ASSOCIATED, INC. 1976-1983, DIRECTOR OF PROGRAM DEVELOPMENT

Managed the marketing and new business development of a 10 employee engineering company.  Responsible for evaluating customer requirements, proposal development and contract negotiations.  Sales of $3 million annually over a 5 year period.

NATIONAL UNIVERSITY 1975-1976, DEAN OF COUNSELING

Responsible for the enrollment and counseling of new students.  Enrollment increased by 200% during the employment period.  Advised the President on marketing and advertising programs.  Managed 10 educational/student counselors.



U.S. NAVY, 1954-1975, PROJECT MANAGER 

Served as technical advisor and coordinated efforts of commercial contractors and DOD agencies to produce the most cost-effective solutions to Naval Aircraft R&M problems.

Managed a detachment of 6 aircraft during the evacuation of Da Nang.  Awarded the Presidential Unit Citation.

           Education:      M.B.A., National University, 1977

                        B.S., Industrial Technology, National University, 1975
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� Engineered Products include manufacturers of machinery and equipment of all types, machine tools, automobiles, trucks and other vehicles, airplanes, space vehicles and satellites, home appliances, and other engineered consumer products as well as firms that engineer and construct buildings, bridges, tunnels, roads, process plants, power plants, manufacturing facilities, and related equipment.


� International Data Corporation, 1999, “Worldwide Package Software Market Grew 13.6 Percent in 1998 According to IDC”, January 12, 1999


� CAD = computer-aided design; CAM = computer-aided manufacturing; CAE = computer-aided engineering.  These include software used for drafting, 3d modeling, solids modeling, assembly modeling, digital mockup, and machine-tool numerical control as well as finite element modeling and analysis, kinematics analysis and other engineering analysis software.


� Other software primarily includes product data management (PDM), knowledge-based engineering (KBE), desktop publishing, and work group networking products.


� The operating system of the hardware greatly influences the price of a solution.  Unix hardware and software products are priced higher than Windows NT( products by a factor of over 2:1.  For this and other reasons, there is a strong trend for companies to purchase Windows NT( based products over Unix based products.


� Sources for figures are “Market Trends & Statistics”, 1999 Daratech, Inc. and Dataquest, August 1999.


� Computer Aided Design Report, Vol. 20, No. 1, January, 2000


� AEC = Architects, Engineers, and Constructors


� Sources include “Worldwide Database Market Reached $5.7 Billion in 1996, According to Dataquest”, April 10, 1997, Press Release; “GartnerGroup’s Dataquest Reports Worldwide Database Market Posted Moderate Growth in 1997”, March 17, 1998, Press Release; “GartnerGroup’s Dataquest Says IBM Regains No. 1 Ranking in Worldwide Database Market”, March 22, 1999, Press Release; Oracle 97 Annual Report; Oracle 98 Annual Report; Oracle 99 Annual Report; IBM 99 Annual Report; and Microsoft 99 Annual Report.


� International Data Corporation, 1999, “Knowledge Management Factbook”, Analyst Gerry Murray.


� The field of knowledge management is defined as “products and services that are designed to create environments that make knowledge creation, capture, repurposing, refinement, and fusion an inherent part of the workplace.”  Ebid.


� Revenue projections are shown in detail along with related expenses in the Financials section of this business plan.


� “Knowledge Management Factbook”, Analyst: Gerry Murray, International Data Corporation, ( 1999.


� Source:  United States Department of Commerce, 1997 Economic Census.


� “Crossing the Chasm”, Geoffrey A. Moore, 1995


� All projects listed in the Sales Pipeline are High to Medium probability of actually occurring.  Projects are listed in order from the highest to the lowest probability.


� The Degremont contract was recently removed from project backlog pending major scope and price renegotiations with the customer.  The amount forecast is approximately equal to the previously unrealized portion of the contract.  The delivery schedule is anticipated to be longer than the original contract.





� “IDC Expects Life-Cycle Software Services Model to Undergo Metamorphosis”, Chris Hoffman, Director of U.S./Worldwide Software Services research for International Data Corporation.


� Management estimates that Case I is 75% likely, and Case II is 25% likely to occur.


� Amounts on the Projected Balance Sheet shown do not include an infusion of equity to finance product development, market development, sales expansion, or strategic acquisition/mergers.  Refer to the management discussion on the following page for a description of the required equity infusion.


� Amounts on the Projected Balance Sheet shown do not include an infusion of equity to finance product development, market development, sales expansion, or strategic acquisition/mergers.  Refer to the management discussion on the following page for a description of the required equity infusion.


� Ahlstrom Pyropower, Inc. was formerly a wholly owned subsidiary of The Ahlstrom Group, Oy of Helsinki, Finland.  Pyropower received 65% of IPI stock on the date of IPI’s incorporation.
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				Total		100.0%				Source IDC, June 1999

		Database Market Share - Unix

				Oracle		61.1%

				IBM DB2		7.4%

				Other		31.5%

				Total		100.0%				Source Dataquest, May 1999

		Database Market Share - Windows NT

				Oracle		47.3%

				IBM DB2		9.9%

				Microsoft SQL Server		30.5%

				Other		12.3%

				Total		100.0%				Source Dataquest, May 1999

		Oracle Financials								1999						1998						1997						1996*						1995*

				Revenue

				License						3,590,868		40.7%				3,089,061		43.2%				2,822,450		49.7%				2,196,116		52.0%				1,631,783		55.0%

				Support						2,345,524		26.6%				1,794,117		25.1%				1,319,950		23.2%				971,359		23.0%				682,382		23.0%

				Total Product Revenue						5,936,392		67.3%				4,883,178		68.4%				4,142,400		72.9%				3,167,475		75.0%				2,314,165		78.0%

				Consulting & Education						2,793,362		31.6%				2,156,259		30.2%				1,467,691		25.8%				1,003,034		23.8%				615,627		20.8%

				Other						97,498		1.1%				104,429		1.5%				74,245		1.3%				52,791		1.3%				37,086		1.3%

				Total Revenues						8,827,252		100.0%				7,143,866		100.0%				5,684,336		100.0%				4,223,300		100.0%				2,966,878		100.0%

		* Extrapolations based upon known total revenue amount obtained from Oracle annual report

				Revenue

				Americas						5,053,169		57.2%				4,048,531		56.7%				2,993,575		52.7%				2,111,650		50.0%				1,483,439		50.0%

				Europe/Middle East/Africa						2,855,235		32.3%				2,297,340		32.2%				1,881,157		33.1%				1,478,155		35.0%				1,038,407		35.0%

				Asia Pacific						918,848		10.4%				797,995		11.2%				809,604		14.2%				633,495		15.0%				445,032		15.0%

				Total Revenues						8,827,252		100.0%				7,143,866		100.0%				5,684,336		100.0%				4,223,300		100.0%				2,966,878		100.0%

		Database Market Based on Vendor Revenue

				Oracle						8,827,252		40.4%				7,143,866						5,684,336						4,223,300						2,966,878

				IBM DB2						3,889,235		17.8%

				Microsoft SQL Server						1,114,331		5.1%

				Other						8,018,816		36.7%

		Total Database Market Based on Revenue								21,849,634		100.0%

		Database Market Based on Geography

				Americas						12,454,291		57.0%

				Other						9,395,342		43.0%

		Total								21,849,634		100.0%





IBM's View

		

		Source:  "Dataquest: IBM Overtakes Oracle in Database Race", Shawn Willett, San Jose, CA.  Breaking News, March 22, 1999

						1997						1998						1999		2000		2001		2002		2003

				Database Market License Revenue		6,173,913						7,100,000						7,604,100		8,143,991		8,722,214		9,341,492		10,004,738

				Growth Rate								15.00%						7.10%		7.10%		7.10%		7.10%		7.10%

		License Revenue

				Oracle		1,815,130		29.4%				2,080,300		29.3%

				IBM DB2		1,784,261		28.9%				2,286,200		32.2%

				Microsoft		611,217		9.9%				724,200		10.2%

				Informix		296,348		4.8%				312,400		4.4%

				Sybase		277,826		4.5%				248,500		3.5%

				Other		1,389,130		22.5%				1,448,400		20.4%

						6,173,913		100.0%				7,100,000		100.0%





Microsoft's View

		

		Source:  "Microsoft Enterprise Agreements:  Impact on DBMS Pricing", GartnerGroup's Strategic Data

		Management Research Note SPA-06-8683, 01 March, 1999, A. Bona, M. Welch

		1997 RDBMS Market Share

				Oracle		27%

				IBM		26.70%

				Microsoft		15%

				Sybase		4.50%

				Informix		4.30%

				CA		3.80%

				Other		19%

						100%





Dataquest

		

		Sources:

				Press Release, April 10, 1997, "Worldwide Database Market Reached $5.7 Billion in 1996, According to Dataquest"

				Press Release, March 17, 1998, "GartnerGroup's Dataquest Reports Worldwide Database Market Posted Moderate Growth in 1997"

				Press Release, March 22, 1999, "GartnerGroup's Dataquest Says IBM Regains No. 1 Ranking in Worldwide Database Market"

		Worldwide Database Vendor New License Revenue Estimates

						1995				1996				1997				1998				1999				2000				2001

				Oracle		1,341		27.0%		1,519		24.9%		1,940		29.4%		2,080		29.3%

				IBM		1,327		26.7%		1,659		27.2%		1,907		28.9%		2,293		32.3%

				Microsoft				0.0%		738		12.1%		653		9.9%		724		10.2%

				Informix		367		7.4%		372		6.1%		317		4.8%		312		4.4%

				Sybase				0.0%		348		5.7%		297		4.5%		249		3.5%

				Others		1,927		38.8%		1,464		24.0%		1,485		22.5%		1,441		20.3%

				Total		4,962		100.0%		6,100		100.0%		6,600		100.0%		7,100		100.0%		7,988		12.5%		8,986		12.5%		10,109		12.5%

		Market expected to hit $10.1 Billion by 2001





Summary

		

		Worldwide Database Market				1999				1998				1997				1996				1995

				New License Revenue		8,000				7,100				6,600				6,100				4,950

		Oracle

				New Database License Revenue		-				2,080		29.1%		1,940		34.1%		1,519		36.0%		1,341		45.2%

				Other License Revenue		-				1,009		14.1%		882		15.5%		677		16.0%		291		9.8%

				Sub-Total License Revenue		3,591		40.7%		3,089		43.2%		2,822		49.7%		2,196		52.0%		1,632		55.0%

				Support		2,346		26.6%		1,794		25.1%		1,320		23.2%		971		23.0%		682		23.0%

				Consulting & Education		2,793		31.6%		2,156		30.2%		1,468		25.8%		1,003		23.8%		616		20.8%

				Other		97		1.1%		104		1.5%		74		1.3%		53		1.3%		37		1.3%

				Total Oracle Revenue		8,827		100.0%		7,144		100.0%		5,684		100.0%		4,223		100.0%		2,967		100.0%

				Oracle New License Market Share		29.3%				29.3%				29.4%				24.9%				27.1%

				Oracle Database Market Share		40.4%				40.4%				40.4%				40.4%				40.4%

				Oracle, Americas		5053.2		57.2%		4,048.5		56.7%		2,993.6		52.7%

				Oracle, Europe		2855.2		32.3%		2,297.3		32.2%		1,881.2		33.1%

		Worldwide Database Market (extrapolated)				19,800				17,600				16,300				15,100				12,300

		Conclusions

		1		Companies are committing large amounts of investment in database software licenses, applications and consulting.

		2		Revenue from database applications and consulting are growing at a faster pace than new license sales revenue.

		3		Revenue is growing in North America at a faster pace than anywhere else in the world.





Charts

		

		Database Industry Revenue

						1995		1996		1997		1998		1999

				License Revenue		6,765		7,852		8,093		7,610		8,055

				Support Revenue		2,829		3,473		3,785		4,420		5,261

				Service Revenue		2,706		3,775		4,422		5,570		6,484

						12,300		15,100		16,300		17,600		19,800

				% Growth				22.8%		7.9%		8.0%		12.5%

				Average Growth		0.1242424242
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						2000						2001						2002						2003						2004

		Revenue

				Projects		$5,450						$8,000						$18,000						$32,000						$48,250

				Consulting		1,000						2,000						4,500						9,500						13,750

				Products		50						1,000						3,000						7,000						12,000

				Customer Support		0						500						1,500						3,500						6,000

				M&A		0						5,000						5,000						0						0

				Other		66						168						327						531						816

		Total Revenue				6,566						16,668						32,327						52,531						80,816

		Project Costs

				Cost of Sales		273						491						836						1,283						1,906

				Direct Labor		2,675						6,241						11,551						17,795						26,712

				Reimbursables		66						168						327						531						816

				Other		527						1,396						2,708						4,400						6,769

		Total Project Costs				3,542						8,297						15,421						24,009						36,203

				Gross Profit		3,025						8,371						16,905						28,522						44,613

		Administrative Expenses

				Salary Related Expenses

				Sales & Marketing		1,487						3,380						5,439						7,747						11,461

				Product Development		1,481						1,649						1,534						2,158						3,562

				Customer Support		0						201						437						908						1,540

				Administration		600						906						1,382						2,047						3,028

				Total Salary Related Expenses		3,568						6,135						8,791						12,861						19,591

				General Expenses

				Outside Services		5						12						23						37						57

				Advertising		16						30						58						95						145

				Professional Services		62						109						161						211						268

				Depreciation		126						206						309						374						464

				Amortization of Goodwill		0						450						900						900						900

				Entertainment & Meals		13						34						65						106						163

				Liability Insurance		18						46						90						146						224

				Communication		14						36						71						115						176

				Miscellaneous		62						158						307						498						767

				Rent		337						636						1,082						1,636						2,514

				Repairs & Maintenance		6						14						27						45						69

				Equipment Expensed		4						9						18						30						46

				Software		20						52						101						164						252

				Office Expense & Supplies		19						47						92						149						229

				Telephone		37						94						183						298						458

				Travel		211						536						1,040						1,690						2,600

				Total General Expenses		950						2,470						4,526						6,491						9,331

		Total Administrative Expenses				4,518						8,605						13,317						19,352						28,922

		Earnings Before Interest & Taxes				(1,493)						(234)						3,588						9,170						15,691

				Interest Expense		36						54						72						72						72

				Taxes		1						1						1						3,599						6,248

		Net Income (Loss)				($1,530)						($289)						$3,515						$5,499						$9,372
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				2000						2001						2002						2003						2004

		Net income (loss)		($1,530)						($289)						$3,515						$5,499						$9,372

		Depreciation/amortization		126						656						1,209						1,274						1,364

		Dec (inc) current assets		(442)						(1,058)						(1,639)						(2,115)						(2,961)

		Less capital expenditures		(233)						(437)						(447)						(501)						(744)

		Dec (inc) non-current assets		(13)						(26)						(35)						(41)						(66)

		Inc (dec) current liabilities		90						790						1,282						1,595						2,226

		Financing activities		(58)						45						45						0						0

		Dec (inc) in Goodwill		0						(4,500)						(4,500)						0						0

		Equity infusion		0						0						0						0						0

		Increase (decrease) in cash		(2,059)						(4,819)						(570)						5,711						9,189

		Beginning cash balance		74						(1,985)						(6,804)						(7,374)						(1,663)

		Ending cash balance		($1,985)						($6,804)						($7,374)						($1,663)						$7,527
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						2000						2001						2002						2003						2004

		ASSETS

				Cash		($2,107)						($7,164)						($5,678)						($2,304)						$1,657

				Accounts receivable		631						1,447						2,026						3,131						4,420

				Other current assets		3						8						11						17						24

				Total Current Assets		(1,472)						(5,709)						(3,642)						1,114						6,100

				Fixed Assets		769						1,120						1,279						1,537						1,863

				Accumulated depreciation		(528)						(709)						(922)						(1,142)						(1,363)

				Fixed Assets - net		241						411						357						395						499

				Goodwill		0						4,050						3,600						3,150						2,700

				Other Non Current Assets		52						71						81						101						128

				Total Other Assets		52						4,121						3,681						3,251						2,828

		TOTAL ASSETS				($1,179)						($1,176)						$397						$4,760						$9,427

		LIABILITIES & EQUITY

				Accounts payable		$81						$172						$237						$361						$504

				Past Payroll taxes payable		125						0						0						0						0

				Accrued Payroll		221						381						472						672						929

				Billings in excess of income		220						362						434						552						666

				Other current liabilities		270						619						867						1,340						1,892

				Total Current Liabilities		917						1,534						2,010						2,924						3,990

				Notes payable		0						0						0						0						0

				Leases Payable		45						90						135						135						135

				Total Non-Current Liabilities		45						90						135						135						135

				Total Liabilities		962						1,624						2,145						3,059						4,125

				Common tock		1,533						1,533						1,533						1,533						1,533

				Retained earings		(1,969)						(3,674)						(4,333)						(3,281)						167

				Current period earnings		(1,705)						(659)						1,052						3,448						3,602

				Total Equity		(2,141)						(2,800)						(1,748)						1,700						5,302

		TOTAL LIABILITIES & EQUITY				($1,179)						($1,176)						$397						$4,760						$9,427
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						2000						2001						2002						2003						2004

		ASSETS

				Cash		($1,985)						($6,804)						($7,374)						($1,663)						$7,527

				Accounts receivable		684						1,736						3,367						5,472						8,418

				Other current assets		3						9						17						27						42

				Total Current Assets		(1,298)						(5,059)						(3,989)						3,837						15,987

				Fixed Assets		783						1,219						1,666						2,167						2,911

				Accumulated depreciation		(531)						(737)						(1,046)						(1,420)						(1,884)

				Fixed Assets - net		251						482						620						747						1,027

				Goodwill		0						4,050						7,650						6,750						5,850

				Other Non Current Assets		53						79						114						155						222

				Total Other Assets		53						4,129						7,764						6,905						6,072

		TOTAL ASSETS				($993)						($447)						$4,395						$11,489						$23,086

		LIABILITIES & EQUITY

				Accounts payable		$81						$196						$372						$597						$909

				Past Payroll taxes payable		125						0						0						0						0

				Accrued Payroll		231						446						725						1,086						1,634

				Billings in excess of income		220						389						571						750						952

				Other current liabilities		270						686						1,330						2,162						3,326

				Total Current Liabilities		928						1,717						2,999						4,594						6,820

				Notes payable		0						0						0						0						0

				Leases Payable		45						90						135						135						135

				Total Non-Current Liabilities		45						90						135						135						135

				Total Liabilities		973						1,807						3,134						4,729						6,955

				Common stock		1,533						1,533						1,533						1,533						1,533

				Retained earnings		(1,969)						(3,499)						(3,788)						(272)						5,227

				Current period earnings		(1,530)						(289)						3,515						5,499						9,372

				Total Equity		(1,966)						(2,255)						1,261						6,760						16,131

		TOTAL LIABILITIES & EQUITY				($993)						($447)						$4,395						$11,489						$23,086
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						1994				1995				1996				1997				1998				1999

				Revenues		$158				$990				$1,654				$4,069				$3,406				$2,302

				Direct Costs		93				690				1,033				2,605				2,750				1,931

				Gross Profit		65				300				621				1,464				656				371

				SG&A Costs		140				593				559				1,110				1,652				1,211

				Earnings before Interest & Tax		($75)				($293)				$62				$354				($996)				($840)

				Capital Expenditures										$60				$100				$35				$86
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						1994				1995				1996				1997				1998				1999

		Assets

				Current Assets		$130				$206				$573				$1,035				$525				$320

				Property and Equipment		90				83				108				244				160				144

				Other Assets		113				95				65				69				5				40

				Total Assets		$333				$385				$746				$1,347				$690				$504

		Liabilities

				Current Liabilities		$22				$142				$328				$495				$610				$837

				Long Term Liabilities		160				56				179				236				340				103

				Total Liabilities		182				198				506				731				950				940

		Shareholders Equity				152				187				240				616				(260)				(436)

		Total Liabilities & Equity				$333				$385				$746				$1,347				$690				$504
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				2000						2001						2002						2003						2004

		Net income (loss)		($1,705)						($659)						$1,052						$3,448						$3,602

		Depreciation/amortization		123						631						663						670						672

		Dec (inc) current assets		(389)						(820)						(582)						(1,111)						(1,296)

		Less capital expenditures		(220)						(351)						(159)						(258)						(326)

		Dec (inc) non-current assets		(12)						(19)						(10)						(19)						(27)

		Inc (dec) current liabilities		80						619						476						915						1,066

		Financing activities		(58)						45						45						0						0

		Dec (inc) in Goodwill		0						(4,500)						0						0						0

		Equity infusion		0						0						0						0						0

		Increase (decrease) in cash		(2,181)						(5,056)						1,485						3,644						3,691

		Beginning cash balance		74						(2,107)						(7,164)						(5,678)						(2,034)

		Ending cash balance		($2,107)						($7,164)						($5,678)						($2,034)						$1,657
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						2000						2001						2002						2003						2004

		Revenue

				Projects		$5,450						$8,000						$18,000						$32,000						$48,250

				Consulting		1,000						2,000						4,500						9,500						13,750

				Products		50						1,000						3,000						7,000						12,000

				Customer Support		0						500						1,500						3,500						6,000

				M&A		0						5,000						5,000						0						0

				Other		66						168						327						531						816

		Total Revenue				6,566						16,668						32,327						52,531						80,816

		Project Costs

				Cost of Sales		273						491						836						1,283						1,906

				Direct Labor		2,675						6,241						11,551						17,795						26,712

				Reimbursables		66						168						327						531						816

				Other		527						1,396						2,708						4,400						6,769

		Total Project Costs				3,542						8,297						15,421						24,009						36,203

				Gross Profit		3,025						8,371						16,905						28,522						44,613

		Administrative Expenses

				Salary Related Expenses

				Sales & Marketing		1,487						3,380						5,439						7,747						11,461

				Product Development		1,481						1,649						1,534						2,158						3,562

				Customer Support		0						201						437						908						1,540

				Administration		600						906						1,382						2,047						3,028

				Total Salary Related Expenses		3,568						6,135						8,791						12,861						19,591

				General Expenses

				Outside Services		5						12						23						37						57

				Advertising		16						30						58						95						145

				Professional Services		62						109						161						211						268

				Depreciation		126						206						309						374						464

				Amortization of Goodwill		0						450						900						900						900

				Entertainment & Meals		13						34						65						106						163

				Liability Insurance		18						46						90						146						224

				Communication		14						36						71						115						176

				Miscellaneous		62						158						307						498						767

				Rent		337						636						1,082						1,636						2,514

				Repairs & Maintenance		6						14						27						45						69

				Equipment Expensed		4						9						18						30						46

				Software		20						52						101						164						252

				Office Expense & Supplies		19						47						92						149						229

				Telephone		37						94						183						298						458

				Travel		211						536						1,040						1,690						2,600

				Total General Expenses		950						2,470						4,526						6,491						9,331

		Total Administrative Expenses				4,518						8,605						13,317						19,352						28,922

		Earnings Before Interest & Taxes				(1,493)						(234)						3,588						9,170						15,691

				Interest Expense		36						54						72						72						72

				Taxes		1						1						1						3,599						6,248

		Net Income (Loss)				($1,530)						($289)						$3,515						$5,499						$9,372
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Autodesk Information

		

		Source:  Autodesk 10K filing

						1999						1998						1997						1996		1995

		Total Revenues				740,176						617,126						496,693						534,167		454,612

		Revenues by Market Segment

				Design Solutions		575.2		77.7%				494.3		80.1%				388.0		78.1%

				Personal Solutions Group		122.9		16.6%				89.7		14.5%				79.2		15.9%

				Kinetix		42.1		5.7%				33.1		5.4%				29.5		5.9%

		Total Revenues by Market Segment				740.2		100.0%				617.1		100.0%				496.7		100.0%

		Revenues by Geographic Location

				United States		298.8		40.4%				251.7		40.8%				163.3		32.9%

				Other Americas		48.3		6.5%				36.7		5.9%				24.1		4.9%

				Europe		287.2		38.8%				208.3		33.8%				189.1		38.1%

				Asia Pacific		105.9		14.3%				120.4		19.5%				120.2		24.2%

		Total Revenues by Geographic Location				740.2		100.0%				617.1		100.0%				496.7		100.0%





PTC Information

		

				Source:  PTC 1999 Annual Report

		Revenue				1999				1998

				License		561,220		53.1%		609,239		59.8%

				Service		496,381		46.9%		408,731		40.2%

		Total Revenue				1,057,601				1,017,970

				North America		465,344		44.0%		447,907		44.0%

				Europe		391,312		37.0%		407,188		40.0%

				Asia Pacific		200,944		19.0%		162,875		16.0%

						1,057,601				1,017,970





Daratech Information

		

		Source:  CAD/CAM CAE, Market Trends & Statistics, Volume 1, Datatech, Inc., 1999

		Mechanical CAD/CAM, CAE Software and Services Market

						1999*		1998		1997		1996		1995		1994		1993		1992		1991		1990

				Total Developer Revenues		9.3		8.0		7.1		6.7		5.8		4.8		4.1		3.8

				Annual Percentage Growth		16.3%		12.7%		6.0%		15.5%		20.8%		17.1%		7.0%		-

				Top 10 Reseller Revenues		0.9838		0.6913		0.5337		0.4463		0.3796		0.2547		0.1892		0.1426		0.1198		0.1000

				Total Reseller Revenues		6.0		4.8		4.3		4.0		3.5		2.9		2.5		2.3

				Reseller Purchases		4.0		3.1		2.8		2.6		2.3		1.9		1.6		1.5

				Reseller Marginal Additional Revenue		2.0		1.7		1.5		1.4		1.2		1.0		0.9		0.8

				Total Market Revenues		11.3		9.7		8.6		8.1		7.0		5.8		5.0		4.6

				Total New License & Service Revenue		6.2		5.3		4.7		4.4		3.8		3.2		2.7		2.5

				Total License Renewal & Service Rev.		3.1		2.7		2.4		2.3		2.0		1.6		1.4		1.3

		*  Forecast

		Notes

				2 models:  a) Software and services primarily sold through resellers and system integrators (4 of top 15); and

				b) Software and services primarily sold direct (11 of top 15).

				Italisized numbers are derived from 1999 and 1998 trends

		Market Segments (Total Market $'s)				1999*		1998

				Mechanical		6,181		5,316

				Electronics		3,401		2,891

				AEC		1,718		1,494

						11,300		9,700

		Market Segments (Total Market %)

				Mechanical		54.7%		54.8%

				Electronics		30.1%		29.8%

				AEC		15.2%		15.4%

						100.0%		100.0%

		Market Segments (Software Revenue $'s)				1999*		1998		1997		1996		1995		1994		1993

				Mechanical		5,096		4,416		4,051		3,666		3,062		2,562		2,267

				Electronics		3,078		2,616		2,255		2,023		1,721		1,440		1,280

				AEC		1,125		968		813		992		940		755		740

						9,300		8,000		7,120		6,681		5,723		4,758		4,288

						9,300		8,000		7,100		6,700		5,800		4,800		4,100

		Market Segments (Developer %)

				Mechanical		54.8%		55.2%		56.9%		54.9%		53.5%		53.9%		52.9%

				Electronics		33.1%		32.7%		31.7%		30.3%		30.1%		30.3%		29.9%

				AEC		12.1%		12.1%		11.4%		14.8%		16.4%		15.9%		17.3%

						100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%

		Market Segments (Software Revenue Growth %)

				Mechanical		15.5%		9.0%		10.5%		19.8%		19.5%		13.0%

				Electronics		17.5%		16.0%		11.5%		17.5%		19.5%		12.5%

				AEC		16.5%		19.0%		-18.0%		5.5%		24.5%		2.0%

		Geographic Segments ($'s)

				North America		4,497.4		3,821.8

				Europe		4,237.5		3,676.3

				Japan		1,695.0		1,464.7

				Asia Pacific		757.1		640.2

				Rest of World		113.0		97.0

						11,300.0		9,700.0

		Geographic Segments (%)

				North America		39.8%		39.4%

				Europe		37.5%		37.9%

				Japan		15.0%		15.1%

				Asia Pacific		6.7%		6.6%

				Rest of World		1.0%		1.0%

						100.0%		100.0%

		Top 15 Revenue Mix (1998)				CAD/CAM CAE		PDM		Other Software		Other Service		Hardware		Total

				Cadence		960.0						250.0				1,210.0

				Parametric		940.0		50.0								990.0

				IBM		850.0		75.0								925.0

				Autodesk		675.0				40.0						715.0

				Synopsys		525.0						30.0		45.0		600.0

				Dassault		450.0		15.0								465.0

				Mentor Graphics		410.0						70.0		5.0		485.0

				Unigraphics		310.0		20.0						70.0		400.0

				SDRC		300.0		80.0								380.0

				Avanti		225.0										225.0

				Bentley		175.0						5.0				180.0

				Intergraph		160.0		20.0		165.0		135.0		525.0		1,005.0

				CoCreate		150.0		35.0								185.0

				Rand		60.0						45.0		90.0		195.0

				Visio		45.0				135.0						180.0

						6,235.0		295.0		340.0		535.0		735.0		8,140.0

				% of Market		64.28%





Dataquest

		

		Source:  Press Release, August 11, 1999, "GartnerGroup's Dataquest Says Mechanical CAD and AEC

		Applications Software Market Experiencing Single-Digit Growth"

																Year-to-Year

		New License Revenue				1997				1998						Growth

				IBM		646.0		18.8%		769.6		21.9%				19.1%

				Parametric Technology		687.3		20.0%		589.9		16.8%				-14.2%

				Dassault Systemes		303.8		8.9%		390.6		11.1%				28.6%

				Autodesk		202.7		5.9%		289.5		8.3%				42.8%

				SDRC		170.7		5.0%		177		5.0%				3.7%

				Others		1,417.7		41.4%		1289.6		36.8%				-9.0%

				Total		3,428.2		100.0%		3506.2		100.0%				2.3%





Summary

		

		Sources:  Daratech, with details extrapolated for 1997 and before.

		Dataquest Press Release

				Total CAD Industry		1999				1998				1997				1996		1995		1994		1993

				Developer New License Revenue		4,000.0		35.4%		3,500.0		36.1%		3,225.0		37.5%		4,422.0		3,828.0		3,168.0		2,706.0

				Developer New License Service Revenue		2,200.0		19.5%		1,800.0		18.6%		1,460.0		17.0%

				Developer Renewal License and Service Revenue		3,100.0		27.4%		2,700.0		27.8%		2,415.0		28.1%		2,278.0		1,972.0		1,632.0		1,394.0

				Total Developer Revenue		9,300.0				8,000.0				7,100.0				6,700.0		5,800.0		4,800.0		4,100.0

				Reseller/Integrator Marginal Revenue		2,000.0		17.7%		1,700.0		17.5%		1,500.0		17.4%		1,407.0		1,218.0		1,008.0		861.0

				Total Revenue		11,300.0		100.0%		9,700.0		100.0%		8,600.0		100.0%		8,107.0		7,018.0		5,808.0		4,961.0

				Year-by-Year Growth		16.49%				12.8%				4.9%				11.1%		11.4%		3.7%		-7.0%

				Mechanical CAD		6,181.1		54.7%		5,315.6		54.8%

				Electronic CAD		3,401.3		30.1%		2,890.6		29.8%

				AEC CAD		1,717.6		15.2%		1,493.8		15.4%

						11,300.0		100.0%		9,700.0		100.0%

				North America CAD		4,497.4		39.8%		3,821.8		39.4%

				Europe CAD		4,237.5		37.5%		3,676.3		37.9%

				Asia Pacific		2,452.1		21.7%		2,104.9		21.7%

				Rest of World		113.0		1.0%		97.0		1.0%

						11,300.0		100.0%		9,700.0		100.0%

				IPI's primary markets are the same customers as exist in Mechanical and AEC CAD for North America.

				IPI's secondary market is the same customer profile in Europe.





Charts

		

		CAD Industry Revenue

						1994		1995		1996		1997		1998		1999

				License Revenue		3,168		3,828		4,422		3,225		3,500		4,000		0.4301075269

				Service Revenue		1,632		1,972		2,278		3,875		4,500		5,300

				Reseller/Integrator Incremental Rev.		1,008		1,218		1,407		1,500		1,700		2,000

				% Growth		17.1%		20.8%		15.5%		6.1%		12.8%		16.5%

						5,808		7,018		8,107		8,600		9,700		11,300

						0.1575987144

		CAD Industry Revenue (by percent)

						1998

				Mechanical		54.8%

				Electronics		29.8%

				AEC		15.4%

						100.0%

						1998

				North America		39.4%

				Europe		37.9%

				Asia Pacific		21.7%

				Rest of World		1.0%

						100.0%





Charts

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0



&A

Page &P

License Revenue

Service Revenue

Reseller/Integrator Incremental Rev.

CAD Industry Revenue
 ($millions)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



Customer Spending
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		Typical customer spending (20 users)

						Year 1		Year 2		Year 3		Year 4		Year 5		5 Year		% of

		Tools				Budget		Budget		Budget		Budget		Budget		Total		Total

				CAD/CAM/CAE  software		500.0		125.0		125.0		125.0		125.0		1,000.0		15.2%

				Database software		125.0		31.3		31.3		31.3		31.3		250.0		3.8%

				Other software		250.0		62.5		62.5		62.5		62.5		500.0		7.6%

				Network software and hardware		50.0		12.5		12.5		50.0		12.5		137.5		2.1%

				Workstation hardware and peripheral devices		150.0		37.5		37.5		150.0		37.5		412.5		6.3%

				Total Tools		1,075.0		268.8		268.8		418.8		268.8		2,300.0		35.1%

		Services

				Software maintenance and revision updates		106.3		132.8		159.4		185.9		212.5		796.9		12.1%

				Software hotline support		43.8		54.7		65.6		76.6		87.5		328.1		5.0%

				Network and workstation maintenance and support		12.5		3.1		3.1		12.5		3.1		34.4		0.5%

				User training		175.0		43.8		43.8		43.8		43.8		350.0		5.3%		23.0%

				System analysis and implementation consulting		50.0		50.0		50.0		50.0		50.0		250.0		3.8%		26.8%

				System administration and support staff (internal and outsourced)		250.0		250.0		250.0		250.0		250.0		1,250.0		19.1%

				Custom programming staff and tools (internal and outsourced)		250.0		250.0		250.0		250.0		250.0		1,250.0		19.1%

				Total Services		887.5		784.4		821.9		868.8		896.9		4,259.4		64.9%

				Total Tools and Services		1,962.5		1,053.1		1,090.6		1,287.5		1,165.6		6,559.4





		

		Typical customer spending (20 users)

						Year 1		Year 2		Year 3		Year 4		Year 5		5 Year		% of		1998

		Tools				Budget		Budget		Budget		Budget		Budget		Total		Total		Industry

				CAD/CAM/CAE  software		500.0		125.0		125.0		125.0		125.0		1,000.0		15.1%		3,500		15.2%

				Database software		100.0		25.0		25.0		25.0		25.0		200.0		3.0%		700		3.0%

				Other software		275.0		68.8		68.8		68.8		68.8		550.0		8.3%		1,925		8.4%

				Network software and hardware		50.0		12.5		12.5		50.0		12.5		137.5		2.1%		500		2.2%

				Workstation hardware and peripheral devices		150.0		37.5		37.5		150.0		37.5		412.5		6.2%		1,425		6.2%

				Total Tools		1,075.0		268.8		268.8		418.8		268.8		2,300.0		34.8%		8,050		35.0%

		Services

				CAD Software maintenance and revision updates		50.0		62.5		75.0		87.5		100.0		375.0		5.7%		1,300		5.7%

				Database Software maintenance and revision updates		15.0		18.8		22.5		26.3		30.0		112.5		1.7%		390		1.7%

				Other Software maintenance and revision updates		41.3		51.6		61.9		72.2		82.5		309.4		4.7%		1,075		4.7%

				CAD Software hotline support		25.0		31.3		37.5		43.8		50.0		187.5		2.8%		650		2.8%

				Database Software hotline support		5.0		6.3		7.5		8.8		10.0		37.5		0.6%		125		0.5%

				Other Software hotline support		13.8		17.2		20.6		24.1		27.5		103.1		1.6%		350		1.5%

				Network and workstation maintenance and support		30.0		7.5		7.5		30.0		7.5		82.5		1.2%		290		1.3%

				CAD user training		100.0		25.0		25.0		25.0		25.0		200.0		3.0%		695		3.0%

				Database user training		20.0		5.0		5.0		5.0		5.0		40.0		0.6%		140		0.6%

				Other user training		55.0		13.8		13.8		13.8		13.8		110.0		1.7%		385		1.7%

				System analysis and implementation consulting		50.0		50.0		50.0		50.0		50.0		250.0		3.8%		850		3.7%

				System administration and support staff (internal and outsourced)		187.5		187.5		187.5		187.5		187.5		937.5		14.2%		3,255		14.2%

				Custom programming staff and tools (internal and outsourced)		312.5		312.5		312.5		312.5		312.5		1,562.5		23.6%		5,445		23.7%

				Total Services		905.0		788.8		826.3		886.3		901.3		4,307.5		65.2%		14,949		65.0%

				Total Tools and Services		1,980.0		1,057.5		1,095.0		1,305.0		1,170.0		6,607.5				22,999
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Oracle View

		

		Source:  Oracle Annual Report & Corporate Presentation

		Database Market Share

				Oracle		40.4%

				IBM DB2		17.8%

				Microsoft SQL Server		5.1%

				Other		36.7%

				Total		100.0%				Source IDC, June 1999

		Database Market Share - Unix

				Oracle		61.1%

				IBM DB2		7.4%

				Other		31.5%

				Total		100.0%				Source Dataquest, May 1999

		Database Market Share - Windows NT

				Oracle		47.3%

				IBM DB2		9.9%

				Microsoft SQL Server		30.5%

				Other		12.3%

				Total		100.0%				Source Dataquest, May 1999

		Oracle Financials								1999						1998						1997						1996*						1995*

				Revenue

				License						3,590,868		40.7%				3,089,061		43.2%				2,822,450		49.7%				2,196,116		52.0%				1,631,783		55.0%

				Support						2,345,524		26.6%				1,794,117		25.1%				1,319,950		23.2%				971,359		23.0%				682,382		23.0%

				Total Product Revenue						5,936,392		67.3%				4,883,178		68.4%				4,142,400		72.9%				3,167,475		75.0%				2,314,165		78.0%

				Consulting & Education						2,793,362		31.6%				2,156,259		30.2%				1,467,691		25.8%				1,003,034		23.8%				615,627		20.8%

				Other						97,498		1.1%				104,429		1.5%				74,245		1.3%				52,791		1.3%				37,086		1.3%

				Total Revenues						8,827,252		100.0%				7,143,866		100.0%				5,684,336		100.0%				4,223,300		100.0%				2,966,878		100.0%

		* Extrapolations based upon known total revenue amount obtained from Oracle annual report

				Revenue

				Americas						5,053,169		57.2%				4,048,531		56.7%				2,993,575		52.7%				2,111,650		50.0%				1,483,439		50.0%

				Europe/Middle East/Africa						2,855,235		32.3%				2,297,340		32.2%				1,881,157		33.1%				1,478,155		35.0%				1,038,407		35.0%

				Asia Pacific						918,848		10.4%				797,995		11.2%				809,604		14.2%				633,495		15.0%				445,032		15.0%

				Total Revenues						8,827,252		100.0%				7,143,866		100.0%				5,684,336		100.0%				4,223,300		100.0%				2,966,878		100.0%

		Database Market Based on Vendor Revenue

				Oracle						8,827,252		40.4%				7,143,866						5,684,336						4,223,300						2,966,878

				IBM DB2						3,889,235		17.8%

				Microsoft SQL Server						1,114,331		5.1%

				Other						8,018,816		36.7%

		Total Database Market Based on Revenue								21,849,634		100.0%

		Database Market Based on Geography

				Americas						12,454,291		57.0%

				Other						9,395,342		43.0%

		Total								21,849,634		100.0%





IBM's View

		

		Source:  "Dataquest: IBM Overtakes Oracle in Database Race", Shawn Willett, San Jose, CA.  Breaking News, March 22, 1999

						1997						1998						1999		2000		2001		2002		2003

				Database Market License Revenue		6,173,913						7,100,000						7,604,100		8,143,991		8,722,214		9,341,492		10,004,738

				Growth Rate								15.00%						7.10%		7.10%		7.10%		7.10%		7.10%

		License Revenue

				Oracle		1,815,130		29.4%				2,080,300		29.3%

				IBM DB2		1,784,261		28.9%				2,286,200		32.2%

				Microsoft		611,217		9.9%				724,200		10.2%

				Informix		296,348		4.8%				312,400		4.4%

				Sybase		277,826		4.5%				248,500		3.5%

				Other		1,389,130		22.5%				1,448,400		20.4%

						6,173,913		100.0%				7,100,000		100.0%





Microsoft's View

		

		Source:  "Microsoft Enterprise Agreements:  Impact on DBMS Pricing", GartnerGroup's Strategic Data

		Management Research Note SPA-06-8683, 01 March, 1999, A. Bona, M. Welch

		1997 RDBMS Market Share

				Oracle		27%

				IBM		26.70%

				Microsoft		15%

				Sybase		4.50%

				Informix		4.30%

				CA		3.80%

				Other		19%

						100%





Dataquest

		

		Sources:

				Press Release, April 10, 1997, "Worldwide Database Market Reached $5.7 Billion in 1996, According to Dataquest"

				Press Release, March 17, 1998, "GartnerGroup's Dataquest Reports Worldwide Database Market Posted Moderate Growth in 1997"

				Press Release, March 22, 1999, "GartnerGroup's Dataquest Says IBM Regains No. 1 Ranking in Worldwide Database Market"

		Worldwide Database Vendor New License Revenue Estimates

						1995				1996				1997				1998				1999				2000				2001

				Oracle		1,341		27.0%		1,519		24.9%		1,940		29.4%		2,080		29.3%

				IBM		1,327		26.7%		1,659		27.2%		1,907		28.9%		2,293		32.3%

				Microsoft				0.0%		738		12.1%		653		9.9%		724		10.2%

				Informix		367		7.4%		372		6.1%		317		4.8%		312		4.4%

				Sybase				0.0%		348		5.7%		297		4.5%		249		3.5%

				Others		1,927		38.8%		1,464		24.0%		1,485		22.5%		1,441		20.3%

				Total		4,962		100.0%		6,100		100.0%		6,600		100.0%		7,100		100.0%		7,988		12.5%		8,986		12.5%		10,109		12.5%

		Market expected to hit $10.1 Billion by 2001





Summary

		

		Worldwide Database Market				1999				1998				1997				1996				1995

				New License Revenue		8,000				7,100				6,600				6,100				4,950

		Oracle

				New Database License Revenue		-				2,080		29.1%		1,940		34.1%		1,519		36.0%		1,341		45.2%

				Other License Revenue		-				1,009		14.1%		882		15.5%		677		16.0%		291		9.8%

				Sub-Total License Revenue		3,591		40.7%		3,089		43.2%		2,822		49.7%		2,196		52.0%		1,632		55.0%

				Support		2,346		26.6%		1,794		25.1%		1,320		23.2%		971		23.0%		682		23.0%

				Consulting & Education		2,793		31.6%		2,156		30.2%		1,468		25.8%		1,003		23.8%		616		20.8%

				Other		97		1.1%		104		1.5%		74		1.3%		53		1.3%		37		1.3%

				Total Oracle Revenue		8,827		100.0%		7,144		100.0%		5,684		100.0%		4,223		100.0%		2,967		100.0%

				Oracle New License Market Share		29.3%				29.3%				29.4%				24.9%				27.1%

				Oracle Database Market Share		40.4%				40.4%				40.4%				40.4%				40.4%

				Oracle, Americas		5053.2		57.2%		4,048.5		56.7%		2,993.6		52.7%

				Oracle, Europe		2855.2		32.3%		2,297.3		32.2%		1,881.2		33.1%

		Worldwide Database Market (extrapolated)				19,800				17,600				16,300				15,100				12,300

		Conclusions

		1		Companies are committing large amounts of investment in database software licenses, applications and consulting.

		2		Revenue from database applications and consulting are growing at a faster pace than new license sales revenue.

		3		Revenue is growing in North America at a faster pace than anywhere else in the world.





Charts

		

		Database Industry Revenue

						1995		1996		1997		1998		1999

				License Revenue		6,765		7,852		8,093		7,610		8,055

				Support Revenue		2,829		3,473		3,785		4,420		5,261

				Service Revenue		2,706		3,775		4,422		5,570		6,484

						12,300		15,100		16,300		17,600		19,800

				% Growth				22.8%		7.9%		8.0%		12.5%

				Average Growth		0.1242424242
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Autodesk Information

		

		Source:  Autodesk 10K filing

						1999						1998						1997						1996		1995

		Total Revenues				740,176						617,126						496,693						534,167		454,612

		Revenues by Market Segment

				Design Solutions		575.2		77.7%				494.3		80.1%				388.0		78.1%

				Personal Solutions Group		122.9		16.6%				89.7		14.5%				79.2		15.9%

				Kinetix		42.1		5.7%				33.1		5.4%				29.5		5.9%

		Total Revenues by Market Segment				740.2		100.0%				617.1		100.0%				496.7		100.0%

		Revenues by Geographic Location

				United States		298.8		40.4%				251.7		40.8%				163.3		32.9%

				Other Americas		48.3		6.5%				36.7		5.9%				24.1		4.9%

				Europe		287.2		38.8%				208.3		33.8%				189.1		38.1%

				Asia Pacific		105.9		14.3%				120.4		19.5%				120.2		24.2%

		Total Revenues by Geographic Location				740.2		100.0%				617.1		100.0%				496.7		100.0%





PTC Information

		

				Source:  PTC 1999 Annual Report

		Revenue				1999				1998

				License		561,220		53.1%		609,239		59.8%

				Service		496,381		46.9%		408,731		40.2%

		Total Revenue				1,057,601				1,017,970

				North America		465,344		44.0%		447,907		44.0%

				Europe		391,312		37.0%		407,188		40.0%

				Asia Pacific		200,944		19.0%		162,875		16.0%

						1,057,601				1,017,970





Daratech Information

		

		Source:  CAD/CAM CAE, Market Trends & Statistics, Volume 1, Datatech, Inc., 1999

		Mechanical CAD/CAM, CAE Software and Services Market

						1999*		1998		1997		1996		1995		1994		1993		1992		1991		1990

				Total Developer Revenues		9.3		8.0		7.1		6.7		5.8		4.8		4.1		3.8

				Annual Percentage Growth		16.3%		12.7%		6.0%		15.5%		20.8%		17.1%		7.0%		-

				Top 10 Reseller Revenues		0.9838		0.6913		0.5337		0.4463		0.3796		0.2547		0.1892		0.1426		0.1198		0.1000

				Total Reseller Revenues		6.0		4.8		4.3		4.0		3.5		2.9		2.5		2.3

				Reseller Purchases		4.0		3.1		2.8		2.6		2.3		1.9		1.6		1.5

				Reseller Marginal Additional Revenue		2.0		1.7		1.5		1.4		1.2		1.0		0.9		0.8

				Total Market Revenues		11.3		9.7		8.6		8.1		7.0		5.8		5.0		4.6

				Total New License & Service Revenue		6.2		5.3		4.7		4.4		3.8		3.2		2.7		2.5

				Total License Renewal & Service Rev.		3.1		2.7		2.4		2.3		2.0		1.6		1.4		1.3

		*  Forecast

		Notes

				2 models:  a) Software and services primarily sold through resellers and system integrators (4 of top 15); and

				b) Software and services primarily sold direct (11 of top 15).

				Italisized numbers are derived from 1999 and 1998 trends

		Market Segments (Total Market $'s)				1999*		1998

				Mechanical		6,181		5,316

				Electronics		3,401		2,891

				AEC		1,718		1,494

						11,300		9,700

		Market Segments (Total Market %)

				Mechanical		54.7%		54.8%

				Electronics		30.1%		29.8%

				AEC		15.2%		15.4%

						100.0%		100.0%

		Market Segments (Software Revenue $'s)				1999*		1998		1997		1996		1995		1994		1993

				Mechanical		5,096		4,416		4,051		3,666		3,062		2,562		2,267

				Electronics		3,078		2,616		2,255		2,023		1,721		1,440		1,280

				AEC		1,125		968		813		992		940		755		740

						9,300		8,000		7,120		6,681		5,723		4,758		4,288

						9,300		8,000		7,100		6,700		5,800		4,800		4,100

		Market Segments (Developer %)

				Mechanical		54.8%		55.2%		56.9%		54.9%		53.5%		53.9%		52.9%

				Electronics		33.1%		32.7%		31.7%		30.3%		30.1%		30.3%		29.9%

				AEC		12.1%		12.1%		11.4%		14.8%		16.4%		15.9%		17.3%

						100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%

		Market Segments (Software Revenue Growth %)

				Mechanical		15.5%		9.0%		10.5%		19.8%		19.5%		13.0%

				Electronics		17.5%		16.0%		11.5%		17.5%		19.5%		12.5%

				AEC		16.5%		19.0%		-18.0%		5.5%		24.5%		2.0%

		Geographic Segments ($'s)

				North America		4,497.4		3,821.8

				Europe		4,237.5		3,676.3

				Japan		1,695.0		1,464.7

				Asia Pacific		757.1		640.2

				Rest of World		113.0		97.0

						11,300.0		9,700.0

		Geographic Segments (%)

				North America		39.8%		39.4%

				Europe		37.5%		37.9%

				Japan		15.0%		15.1%

				Asia Pacific		6.7%		6.6%

				Rest of World		1.0%		1.0%

						100.0%		100.0%

		Top 15 Revenue Mix (1998)				CAD/CAM CAE		PDM		Other Software		Other Service		Hardware		Total

				Cadence		960.0						250.0				1,210.0

				Parametric		940.0		50.0								990.0

				IBM		850.0		75.0								925.0

				Autodesk		675.0				40.0						715.0

				Synopsys		525.0						30.0		45.0		600.0

				Dassault		450.0		15.0								465.0

				Mentor Graphics		410.0						70.0		5.0		485.0

				Unigraphics		310.0		20.0						70.0		400.0

				SDRC		300.0		80.0								380.0

				Avanti		225.0										225.0

				Bentley		175.0						5.0				180.0

				Intergraph		160.0		20.0		165.0		135.0		525.0		1,005.0

				CoCreate		150.0		35.0								185.0

				Rand		60.0						45.0		90.0		195.0

				Visio		45.0				135.0						180.0

						6,235.0		295.0		340.0		535.0		735.0		8,140.0

				% of Market		64.28%





Dataquest

		

		Source:  Press Release, August 11, 1999, "GartnerGroup's Dataquest Says Mechanical CAD and AEC

		Applications Software Market Experiencing Single-Digit Growth"

																Year-to-Year

		New License Revenue				1997				1998						Growth

				IBM		646.0		18.8%		769.6		21.9%				19.1%

				Parametric Technology		687.3		20.0%		589.9		16.8%				-14.2%

				Dassault Systemes		303.8		8.9%		390.6		11.1%				28.6%

				Autodesk		202.7		5.9%		289.5		8.3%				42.8%

				SDRC		170.7		5.0%		177		5.0%				3.7%

				Others		1,417.7		41.4%		1289.6		36.8%				-9.0%

				Total		3,428.2		100.0%		3506.2		100.0%				2.3%





Summary

		

		Sources:  Daratech, with details extrapolated for 1997 and before.

		Dataquest Press Release

				Total CAD Industry		1999				1998				1997				1996		1995		1994		1993

				Developer New License Revenue		4,000.0		35.4%		3,500.0		36.1%		3,225.0		37.5%		4,422.0		3,828.0		3,168.0		2,706.0

				Developer New License Service Revenue		2,200.0		19.5%		1,800.0		18.6%		1,460.0		17.0%

				Developer Renewal License and Service Revenue		3,100.0		27.4%		2,700.0		27.8%		2,415.0		28.1%		2,278.0		1,972.0		1,632.0		1,394.0

				Total Developer Revenue		9,300.0				8,000.0				7,100.0				6,700.0		5,800.0		4,800.0		4,100.0

				Reseller/Integrator Marginal Revenue		2,000.0		17.7%		1,700.0		17.5%		1,500.0		17.4%		1,407.0		1,218.0		1,008.0		861.0

				Total Revenue		11,300.0		100.0%		9,700.0		100.0%		8,600.0		100.0%		8,107.0		7,018.0		5,808.0		4,961.0

				Year-by-Year Growth		16.49%				12.8%				4.9%				11.1%		11.4%		3.7%		-7.0%

				Mechanical CAD		6,181.1		54.7%		5,315.6		54.8%

				Electronic CAD		3,401.3		30.1%		2,890.6		29.8%

				AEC CAD		1,717.6		15.2%		1,493.8		15.4%

						11,300.0		100.0%		9,700.0		100.0%

				North America CAD		4,497.4		39.8%		3,821.8		39.4%

				Europe CAD		4,237.5		37.5%		3,676.3		37.9%

				Asia Pacific		2,452.1		21.7%		2,104.9		21.7%

				Rest of World		113.0		1.0%		97.0		1.0%

						11,300.0		100.0%		9,700.0		100.0%

				IPI's primary markets are the same customers as exist in Mechanical and AEC CAD for North America.

				IPI's secondary market is the same customer profile in Europe.





Charts

		

		CAD Industry Revenue

						1994		1995		1996		1997		1998		1999

				License Revenue		3,168		3,828		4,422		3,225		3,500		4,000		0.4301075269

				Service Revenue		1,632		1,972		2,278		3,875		4,500		5,300

				Reseller/Integrator Incremental Rev.		1,008		1,218		1,407		1,500		1,700		2,000

				% Growth		17.1%		20.8%		15.5%		6.1%		12.8%		16.5%

						5,808		7,018		8,107		8,600		9,700		11,300

						0.1575987144

		CAD Industry Revenue (by percent)

						1998

				Mechanical		54.8%

				Electronics		29.8%

				AEC		15.4%

						100.0%

						1998

				North America		39.4%

				Europe		37.9%

				Asia Pacific		21.7%

				Rest of World		1.0%

						100.0%
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		Typical customer spending (20 users)

						Year 1		Year 2		Year 3		Year 4		Year 5		5 Year		% of

		Tools				Budget		Budget		Budget		Budget		Budget		Total		Total

				CAD/CAM/CAE  software		500.0		125.0		125.0		125.0		125.0		1,000.0		15.2%

				Database software		125.0		31.3		31.3		31.3		31.3		250.0		3.8%

				Other software		250.0		62.5		62.5		62.5		62.5		500.0		7.6%

				Network software and hardware		50.0		12.5		12.5		50.0		12.5		137.5		2.1%

				Workstation hardware and peripheral devices		150.0		37.5		37.5		150.0		37.5		412.5		6.3%

				Total Tools		1,075.0		268.8		268.8		418.8		268.8		2,300.0		35.1%

		Services

				Software maintenance and revision updates		106.3		132.8		159.4		185.9		212.5		796.9		12.1%

				Software hotline support		43.8		54.7		65.6		76.6		87.5		328.1		5.0%

				Network and workstation maintenance and support		12.5		3.1		3.1		12.5		3.1		34.4		0.5%

				User training		175.0		43.8		43.8		43.8		43.8		350.0		5.3%		23.0%

				System analysis and implementation consulting		50.0		50.0		50.0		50.0		50.0		250.0		3.8%		26.8%

				System administration and support staff (internal and outsourced)		250.0		250.0		250.0		250.0		250.0		1,250.0		19.1%

				Custom programming staff and tools (internal and outsourced)		250.0		250.0		250.0		250.0		250.0		1,250.0		19.1%

				Total Services		887.5		784.4		821.9		868.8		896.9		4,259.4		64.9%

				Total Tools and Services		1,962.5		1,053.1		1,090.6		1,287.5		1,165.6		6,559.4





		

		Typical customer spending (20 users)

						Year 1		Year 2		Year 3		Year 4		Year 5		5 Year		% of		1998

		Tools				Budget		Budget		Budget		Budget		Budget		Total		Total		Industry

				CAD/CAM/CAE  software		500.0		125.0		125.0		125.0		125.0		1,000.0		15.1%		3,500		15.2%

				Database software		100.0		25.0		25.0		25.0		25.0		200.0		3.0%		700		3.0%

				Other software		275.0		68.8		68.8		68.8		68.8		550.0		8.3%		1,925		8.4%

				Network software and hardware		50.0		12.5		12.5		50.0		12.5		137.5		2.1%		500		2.2%

				Workstation hardware and peripheral devices		150.0		37.5		37.5		150.0		37.5		412.5		6.2%		1,425		6.2%

				Total Tools		1,075.0		268.8		268.8		418.8		268.8		2,300.0		34.8%		8,050		35.0%

		Services

				CAD Software maintenance and revision updates		50.0		62.5		75.0		87.5		100.0		375.0		5.7%		1,300		5.7%

				Database Software maintenance and revision updates		15.0		18.8		22.5		26.3		30.0		112.5		1.7%		390		1.7%

				Other Software maintenance and revision updates		41.3		51.6		61.9		72.2		82.5		309.4		4.7%		1,075		4.7%

				CAD Software hotline support		25.0		31.3		37.5		43.8		50.0		187.5		2.8%		650		2.8%

				Database Software hotline support		5.0		6.3		7.5		8.8		10.0		37.5		0.6%		125		0.5%

				Other Software hotline support		13.8		17.2		20.6		24.1		27.5		103.1		1.6%		350		1.5%

				Network and workstation maintenance and support		30.0		7.5		7.5		30.0		7.5		82.5		1.2%		290		1.3%

				CAD user training		100.0		25.0		25.0		25.0		25.0		200.0		3.0%		695		3.0%

				Database user training		20.0		5.0		5.0		5.0		5.0		40.0		0.6%		140		0.6%

				Other user training		55.0		13.8		13.8		13.8		13.8		110.0		1.7%		385		1.7%

				System analysis and implementation consulting		50.0		50.0		50.0		50.0		50.0		250.0		3.8%		850		3.7%

				System administration and support staff (internal and outsourced)		187.5		187.5		187.5		187.5		187.5		937.5		14.2%		3,255		14.2%

				Custom programming staff and tools (internal and outsourced)		312.5		312.5		312.5		312.5		312.5		1,562.5		23.6%		5,445		23.7%

				Total Services		905.0		788.8		826.3		886.3		901.3		4,307.5		65.2%		14,949		65.0%

				Total Tools and Services		1,980.0		1,057.5		1,095.0		1,305.0		1,170.0		6,607.5				22,999
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Sheet1

		

						2000		2001		2002		2003		2004

		Revenue & Sales Targets (amounts shown in $1,000's)

				Revenue Target		$6,500		$16,500		$32,000		$52,000		$80,000

				Less Beginning Backlog		(2,975)		(7,000)		(10,500)		(20,500)		(30,500)

				Plus Ending Backlog		4,500		10,500		20,500		30,500		45,500

				Sales Required for the Year		$8,025		$20,000		$42,000		$62,000		$95,000

		Sales Ratio to Revenue				123.5%		121.2%		131.3%		119.2%		118.8%
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						2000		2001		2002		2003		2004

		Sales Mix (amounts shown in $1,000's)

				Products		$50		$1,250		$3,500		$7,500		$12,500

				Consulting		1,250		2,625		6,000		10,500		15,500

				Implementation		6,725		9,750		25,000		40,000		60,250

				Customer Support		0		875		2,000		4,000		6,750

				Acquisition Sales		0		5,500		5,500		0		0

		Total Sales				$8,025		$20,000		$42,000		$62,000		$95,000
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						2000						2001						2002						2003						2004

		Revenue

				Projects		$5,450						$7,000						$15,000						$20,000						$26,000

				Consulting		500						1,000						2,000						4,500						7,000

				Products		50						500						1,500						3,500						6,000

				Customer Support		0						250						750						1,750						3,000

				M&A		0						5,000						0						0						0

				Other		61						140						196						304						429

		Total Revenue				6,061						13,890						19,446						30,054						42,429

		Project Costs

				Cost of Sales		264						431						558						795						1,072

				Direct Labor		2,396						5,288						7,027						10,368						14,142

				Reimbursables		61						140						196						304						429

				Other		527						1,203						1,684						2,603						3,675

		Total Project Costs				3,248						7,062						9,466						14,070						19,318

				Gross Profit		2,813						6,828						9,981						15,984						23,111

		Administrative Expenses

				Salary Related Expenses

				Sales & Marketing		1,487						2,633						3,302						4,370						5,823

				Product Development		1,481						1,649						1,534						2,205						3,562

				Customer Support		0						110						228						474						801

				Administration		579						840						1,023						1,398						1,829

				Total Salary Related Expenses		3,548						5,232						6,087						8,448						12,015

				General Expenses

				Outside Services		5						11						15						23						33

				Advertising		16						30						42						65						92

				Professional Services		62						102						122						155						187

				Depreciation		123						181						213						220						222

				Amortization of Goodwill		0						450						450						450						450

				Entertainment & Meals		13						28						39						60						85

				Liability Insurance		18						42						58						90						127

				Communication		14						33						46						71						100

				Miscellaneous		62						143						200						309						436

				Rent		324						539						683						955						1,324

				Repairs & Maintenance		6						13						18						28						39

				Equipment Expensed		4						9						12						18						26

				Software		20						47						66						101						143

				Office Expense & Supplies		19						43						60						92						130

				Telephone		37						85						119						184						260

				Travel		211						447						626						967						1,365

				Total General Expenses		934						2,200						2,769						3,790						5,021

		Total Administrative Expenses				4,481						7,432						8,856						12,238						17,036

		Earnings Before Interest & Taxes				(1,668)						(604)						1,125						3,746						6,075

				Interest Expense		36						54						72						72						72

				Taxes		1						1						1						226						2,401

		Net Income (Loss)				($1,705)						($659)						$1,052						$3,448						$3,602
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Autodesk Information

		

		Source:  Autodesk 10K filing

						1999						1998						1997						1996		1995

		Total Revenues				740,176						617,126						496,693						534,167		454,612

		Revenues by Market Segment

				Design Solutions		575.2		77.7%				494.3		80.1%				388.0		78.1%

				Personal Solutions Group		122.9		16.6%				89.7		14.5%				79.2		15.9%

				Kinetix		42.1		5.7%				33.1		5.4%				29.5		5.9%

		Total Revenues by Market Segment				740.2		100.0%				617.1		100.0%				496.7		100.0%

		Revenues by Geographic Location

				United States		298.8		40.4%				251.7		40.8%				163.3		32.9%

				Other Americas		48.3		6.5%				36.7		5.9%				24.1		4.9%

				Europe		287.2		38.8%				208.3		33.8%				189.1		38.1%

				Asia Pacific		105.9		14.3%				120.4		19.5%				120.2		24.2%

		Total Revenues by Geographic Location				740.2		100.0%				617.1		100.0%				496.7		100.0%





PTC Information

		

				Source:  PTC 1999 Annual Report

		Revenue				1999				1998

				License		561,220		53.1%		609,239		59.8%

				Service		496,381		46.9%		408,731		40.2%

		Total Revenue				1,057,601				1,017,970

				North America		465,344		44.0%		447,907		44.0%

				Europe		391,312		37.0%		407,188		40.0%

				Asia Pacific		200,944		19.0%		162,875		16.0%

						1,057,601				1,017,970





Daratech Information

		

		Source:  CAD/CAM CAE, Market Trends & Statistics, Volume 1, Datatech, Inc., 1999

		Mechanical CAD/CAM, CAE Software and Services Market

						1999*		1998		1997		1996		1995		1994		1993		1992		1991		1990

				Total Developer Revenues		9.3		8.0		7.1		6.7		5.8		4.8		4.1		3.8

				Annual Percentage Growth		16.3%		12.7%		6.0%		15.5%		20.8%		17.1%		7.0%		-

				Top 10 Reseller Revenues		0.9838		0.6913		0.5337		0.4463		0.3796		0.2547		0.1892		0.1426		0.1198		0.1000

				Total Reseller Revenues		6.0		4.8		4.3		4.0		3.5		2.9		2.5		2.3

				Reseller Purchases		4.0		3.1		2.8		2.6		2.3		1.9		1.6		1.5

				Reseller Marginal Additional Revenue		2.0		1.7		1.5		1.4		1.2		1.0		0.9		0.8

				Total Market Revenues		11.3		9.7		8.6		8.1		7.0		5.8		5.0		4.6

				Total New License & Service Revenue		6.2		5.3		4.7		4.4		3.8		3.2		2.7		2.5

				Total License Renewal & Service Rev.		3.1		2.7		2.4		2.3		2.0		1.6		1.4		1.3

		*  Forecast

		Notes

				2 models:  a) Software and services primarily sold through resellers and system integrators (4 of top 15); and

				b) Software and services primarily sold direct (11 of top 15).

				Italisized numbers are derived from 1999 and 1998 trends

		Market Segments (Total Market $'s)				1999*		1998

				Mechanical		6,181		5,316

				Electronics		3,401		2,891

				AEC		1,718		1,494

						11,300		9,700

		Market Segments (Total Market %)

				Mechanical		54.7%		54.8%

				Electronics		30.1%		29.8%

				AEC		15.2%		15.4%

						100.0%		100.0%

		Market Segments (Software Revenue $'s)				1999*		1998		1997		1996		1995		1994		1993

				Mechanical		5,096		4,416		4,051		3,666		3,062		2,562		2,267

				Electronics		3,078		2,616		2,255		2,023		1,721		1,440		1,280

				AEC		1,125		968		813		992		940		755		740

						9,300		8,000		7,120		6,681		5,723		4,758		4,288

						9,300		8,000		7,100		6,700		5,800		4,800		4,100

		Market Segments (Developer %)

				Mechanical		54.8%		55.2%		56.9%		54.9%		53.5%		53.9%		52.9%

				Electronics		33.1%		32.7%		31.7%		30.3%		30.1%		30.3%		29.9%

				AEC		12.1%		12.1%		11.4%		14.8%		16.4%		15.9%		17.3%

						100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%

		Market Segments (Software Revenue Growth %)

				Mechanical		15.5%		9.0%		10.5%		19.8%		19.5%		13.0%

				Electronics		17.5%		16.0%		11.5%		17.5%		19.5%		12.5%

				AEC		16.5%		19.0%		-18.0%		5.5%		24.5%		2.0%

		Geographic Segments ($'s)

				North America		4,497.4		3,821.8

				Europe		4,237.5		3,676.3

				Japan		1,695.0		1,464.7

				Asia Pacific		757.1		640.2

				Rest of World		113.0		97.0

						11,300.0		9,700.0

		Geographic Segments (%)

				North America		39.8%		39.4%

				Europe		37.5%		37.9%

				Japan		15.0%		15.1%

				Asia Pacific		6.7%		6.6%

				Rest of World		1.0%		1.0%

						100.0%		100.0%

		Top 15 Revenue Mix (1998)				CAD/CAM CAE		PDM		Other Software		Other Service		Hardware		Total

				Cadence		960.0						250.0				1,210.0

				Parametric		940.0		50.0								990.0

				IBM		850.0		75.0								925.0

				Autodesk		675.0				40.0						715.0

				Synopsys		525.0						30.0		45.0		600.0

				Dassault		450.0		15.0								465.0

				Mentor Graphics		410.0						70.0		5.0		485.0

				Unigraphics		310.0		20.0						70.0		400.0

				SDRC		300.0		80.0								380.0

				Avanti		225.0										225.0

				Bentley		175.0						5.0				180.0

				Intergraph		160.0		20.0		165.0		135.0		525.0		1,005.0

				CoCreate		150.0		35.0								185.0

				Rand		60.0						45.0		90.0		195.0

				Visio		45.0				135.0						180.0

						6,235.0		295.0		340.0		535.0		735.0		8,140.0

				% of Market		64.28%





Dataquest

		

		Source:  Press Release, August 11, 1999, "GartnerGroup's Dataquest Says Mechanical CAD and AEC

		Applications Software Market Experiencing Single-Digit Growth"

																Year-to-Year

		New License Revenue				1997				1998						Growth

				IBM		646.0		18.8%		769.6		21.9%				19.1%

				Parametric Technology		687.3		20.0%		589.9		16.8%				-14.2%

				Dassault Systemes		303.8		8.9%		390.6		11.1%				28.6%

				Autodesk		202.7		5.9%		289.5		8.3%				42.8%

				SDRC		170.7		5.0%		177		5.0%				3.7%

				Others		1,417.7		41.4%		1289.6		36.8%				-9.0%

				Total		3,428.2		100.0%		3506.2		100.0%				2.3%





Summary

		

		Sources:  Daratech, with details extrapolated for 1997 and before.

		Dataquest Press Release

				Total CAD Industry		1999				1998				1997				1996		1995		1994		1993

				Developer New License Revenue		4,000.0		35.4%		3,500.0		36.1%		3,225.0		37.5%		4,422.0		3,828.0		3,168.0		2,706.0

				Developer New License Service Revenue		2,200.0		19.5%		1,800.0		18.6%		1,460.0		17.0%

				Developer Renewal License and Service Revenue		3,100.0		27.4%		2,700.0		27.8%		2,415.0		28.1%		2,278.0		1,972.0		1,632.0		1,394.0

				Total Developer Revenue		9,300.0				8,000.0				7,100.0				6,700.0		5,800.0		4,800.0		4,100.0

				Reseller/Integrator Marginal Revenue		2,000.0		17.7%		1,700.0		17.5%		1,500.0		17.4%		1,407.0		1,218.0		1,008.0		861.0

				Total Revenue		11,300.0		100.0%		9,700.0		100.0%		8,600.0		100.0%		8,107.0		7,018.0		5,808.0		4,961.0

				Year-by-Year Growth		16.49%				12.8%				4.9%				11.1%		11.4%		3.7%		-7.0%

				Mechanical CAD		6,181.1		54.7%		5,315.6		54.8%

				Electronic CAD		3,401.3		30.1%		2,890.6		29.8%

				AEC CAD		1,717.6		15.2%		1,493.8		15.4%

						11,300.0		100.0%		9,700.0		100.0%

				North America CAD		4,497.4		39.8%		3,821.8		39.4%

				Europe CAD		4,237.5		37.5%		3,676.3		37.9%

				Asia Pacific		2,452.1		21.7%		2,104.9		21.7%

				Rest of World		113.0		1.0%		97.0		1.0%

						11,300.0		100.0%		9,700.0		100.0%

				IPI's primary markets are the same customers as exist in Mechanical and AEC CAD for North America.

				IPI's secondary market is the same customer profile in Europe.





Charts

		

		CAD Industry Revenue

						1994		1995		1996		1997		1998		1999

				License Revenue		3,168		3,828		4,422		3,225		3,500		4,000

				Service Revenue		1,632		1,972		2,278		3,875		4,500		5,300

				Reseller/Integrator Incremental Rev.		1,008		1,218		1,407		1,500		1,700		2,000

				% Growth		17.1%		20.8%		15.5%		6.1%		12.8%		16.5%

						5,808		7,018		8,107		8,600		9,700		11,300

						0.1575987144

		CAD Industry Revenue (by percent)

						1998

				Mechanical		54.8%

				Electronics		29.8%

				AEC		15.4%

						100.0%

						1998

				North America		39.4%

				Europe		37.9%

				Asia Pacific		21.7%

				Rest of World		1.0%

						100.0%
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Autodesk Information

		

		Source:  Autodesk 10K filing

						1999						1998						1997						1996		1995

		Total Revenues				740,176						617,126						496,693						534,167		454,612

		Revenues by Market Segment

				Design Solutions		575.2		77.7%				494.3		80.1%				388.0		78.1%

				Personal Solutions Group		122.9		16.6%				89.7		14.5%				79.2		15.9%

				Kinetix		42.1		5.7%				33.1		5.4%				29.5		5.9%

		Total Revenues by Market Segment				740.2		100.0%				617.1		100.0%				496.7		100.0%

		Revenues by Geographic Location

				United States		298.8		40.4%				251.7		40.8%				163.3		32.9%

				Other Americas		48.3		6.5%				36.7		5.9%				24.1		4.9%

				Europe		287.2		38.8%				208.3		33.8%				189.1		38.1%

				Asia Pacific		105.9		14.3%				120.4		19.5%				120.2		24.2%

		Total Revenues by Geographic Location				740.2		100.0%				617.1		100.0%				496.7		100.0%





PTC Information

		

				Source:  PTC 1999 Annual Report

		Revenue				1999				1998

				License		561,220		53.1%		609,239		59.8%

				Service		496,381		46.9%		408,731		40.2%

		Total Revenue				1,057,601				1,017,970

				North America		465,344		44.0%		447,907		44.0%

				Europe		391,312		37.0%		407,188		40.0%

				Asia Pacific		200,944		19.0%		162,875		16.0%

						1,057,601				1,017,970





Daratech Information

		

		Source:  CAD/CAM CAE, Market Trends & Statistics, Volume 1, Datatech, Inc., 1999

		Mechanical CAD/CAM, CAE Software and Services Market

						1999*		1998		1997		1996		1995		1994		1993		1992		1991		1990

				Total Developer Revenues		9.3		8.0		7.1		6.7		5.8		4.8		4.1		3.8

				Annual Percentage Growth		16.3%		12.7%		6.0%		15.5%		20.8%		17.1%		7.0%		-

				Top 10 Reseller Revenues		0.9838		0.6913		0.5337		0.4463		0.3796		0.2547		0.1892		0.1426		0.1198		0.1000

				Total Reseller Revenues		6.0		4.8		4.3		4.0		3.5		2.9		2.5		2.3

				Reseller Purchases		4.0		3.1		2.8		2.6		2.3		1.9		1.6		1.5

				Reseller Marginal Additional Revenue		2.0		1.7		1.5		1.4		1.2		1.0		0.9		0.8

				Total Market Revenues		11.3		9.7		8.6		8.1		7.0		5.8		5.0		4.6

				Total New License & Service Revenue		6.2		5.3		4.7		4.4		3.8		3.2		2.7		2.5

				Total License Renewal & Service Rev.		3.1		2.7		2.4		2.3		2.0		1.6		1.4		1.3

		*  Forecast

		Notes

				2 models:  a) Software and services primarily sold through resellers and system integrators (4 of top 15); and

				b) Software and services primarily sold direct (11 of top 15).

				Italisized numbers are derived from 1999 and 1998 trends

		Market Segments (Total Market $'s)				1999*		1998

				Mechanical		6,181		5,316

				Electronics		3,401		2,891

				AEC		1,718		1,494

						11,300		9,700

		Market Segments (Total Market %)

				Mechanical		54.7%		54.8%

				Electronics		30.1%		29.8%

				AEC		15.2%		15.4%

						100.0%		100.0%

		Market Segments (Software Revenue $'s)				1999*		1998		1997		1996		1995		1994		1993

				Mechanical		5,096		4,416		4,051		3,666		3,062		2,562		2,267

				Electronics		3,078		2,616		2,255		2,023		1,721		1,440		1,280

				AEC		1,125		968		813		992		940		755		740

						9,300		8,000		7,120		6,681		5,723		4,758		4,288

						9,300		8,000		7,100		6,700		5,800		4,800		4,100

		Market Segments (Developer %)

				Mechanical		54.8%		55.2%		56.9%		54.9%		53.5%		53.9%		52.9%

				Electronics		33.1%		32.7%		31.7%		30.3%		30.1%		30.3%		29.9%

				AEC		12.1%		12.1%		11.4%		14.8%		16.4%		15.9%		17.3%

						100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%

		Market Segments (Software Revenue Growth %)

				Mechanical		15.5%		9.0%		10.5%		19.8%		19.5%		13.0%

				Electronics		17.5%		16.0%		11.5%		17.5%		19.5%		12.5%

				AEC		16.5%		19.0%		-18.0%		5.5%		24.5%		2.0%

		Geographic Segments ($'s)

				North America		4,497.4		3,821.8

				Europe		4,237.5		3,676.3

				Japan		1,695.0		1,464.7

				Asia Pacific		757.1		640.2

				Rest of World		113.0		97.0

						11,300.0		9,700.0

		Geographic Segments (%)

				North America		39.8%		39.4%

				Europe		37.5%		37.9%

				Japan		15.0%		15.1%

				Asia Pacific		6.7%		6.6%

				Rest of World		1.0%		1.0%

						100.0%		100.0%

		Top 15 Revenue Mix (1998)				CAD/CAM CAE		PDM		Other Software		Other Service		Hardware		Total

				Cadence		960.0						250.0				1,210.0

				Parametric		940.0		50.0								990.0

				IBM		850.0		75.0								925.0

				Autodesk		675.0				40.0						715.0

				Synopsys		525.0						30.0		45.0		600.0

				Dassault		450.0		15.0								465.0

				Mentor Graphics		410.0						70.0		5.0		485.0

				Unigraphics		310.0		20.0						70.0		400.0

				SDRC		300.0		80.0								380.0

				Avanti		225.0										225.0

				Bentley		175.0						5.0				180.0

				Intergraph		160.0		20.0		165.0		135.0		525.0		1,005.0

				CoCreate		150.0		35.0								185.0

				Rand		60.0						45.0		90.0		195.0

				Visio		45.0				135.0						180.0

						6,235.0		295.0		340.0		535.0		735.0		8,140.0

				% of Market		64.28%





Dataquest

		

		Source:  Press Release, August 11, 1999, "GartnerGroup's Dataquest Says Mechanical CAD and AEC

		Applications Software Market Experiencing Single-Digit Growth"

																Year-to-Year

		New License Revenue				1997				1998						Growth

				IBM		646.0		18.8%		769.6		21.9%				19.1%

				Parametric Technology		687.3		20.0%		589.9		16.8%				-14.2%

				Dassault Systemes		303.8		8.9%		390.6		11.1%				28.6%

				Autodesk		202.7		5.9%		289.5		8.3%				42.8%

				SDRC		170.7		5.0%		177		5.0%				3.7%

				Others		1,417.7		41.4%		1289.6		36.8%				-9.0%

				Total		3,428.2		100.0%		3506.2		100.0%				2.3%





Summary

		

		Sources:  Daratech, with details extrapolated for 1997 and before.

		Dataquest Press Release

				Total CAD Industry		1999				1998				1997				1996		1995		1994		1993

				Developer New License Revenue		4,000.0		35.4%		3,500.0		36.1%		3,225.0		37.5%		4,422.0		3,828.0		3,168.0		2,706.0

				Developer New License Service Revenue		2,200.0		19.5%		1,800.0		18.6%		1,460.0		17.0%

				Developer Renewal License and Service Revenue		3,100.0		27.4%		2,700.0		27.8%		2,415.0		28.1%		2,278.0		1,972.0		1,632.0		1,394.0

				Total Developer Revenue		9,300.0				8,000.0				7,100.0				6,700.0		5,800.0		4,800.0		4,100.0

				Reseller/Integrator Marginal Revenue		2,000.0		17.7%		1,700.0		17.5%		1,500.0		17.4%		1,407.0		1,218.0		1,008.0		861.0

				Total Revenue		11,300.0		100.0%		9,700.0		100.0%		8,600.0		100.0%		8,107.0		7,018.0		5,808.0		4,961.0

				Year-by-Year Growth		16.49%				12.8%				4.9%				11.1%		11.4%		3.7%		-7.0%

				Mechanical CAD		6,181.1		54.7%		5,315.6		54.8%

				Electronic CAD		3,401.3		30.1%		2,890.6		29.8%

				AEC CAD		1,717.6		15.2%		1,493.8		15.4%

						11,300.0		100.0%		9,700.0		100.0%

				North America CAD		4,497.4		39.8%		3,821.8		39.4%

				Europe CAD		4,237.5		37.5%		3,676.3		37.9%

				Asia Pacific		2,452.1		21.7%		2,104.9		21.7%

				Rest of World		113.0		1.0%		97.0		1.0%

						11,300.0		100.0%		9,700.0		100.0%

				IPI's primary markets are the same customers as exist in Mechanical and AEC CAD for North America.

				IPI's secondary market is the same customer profile in Europe.





Charts

		

		CAD Industry Revenue

						1994		1995		1996		1997		1998		1999

				License Revenue		3,168		3,828		4,422		3,225		3,500		4,000

				Service Revenue		1,632		1,972		2,278		3,875		4,500		5,300

				Reseller/Integrator Incremental Rev.		1,008		1,218		1,407		1,500		1,700		2,000

				% Growth		17.1%		20.8%		15.5%		6.1%		12.8%		16.5%

						5,808		7,018		8,107		8,600		9,700		11,300

						0.1575987144

		CAD Industry Revenue (by percent)

						1998

				Mechanical		54.8%

				Electronics		29.8%

				AEC		15.4%

						100.0%

						1998

				North America		39.4%

				Europe		37.9%

				Asia Pacific		21.7%

				Rest of World		1.0%

						100.0%





Charts
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