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Nachricht ‘ : o ' ' Page 1l of 3
’ Ziemen, Thomas
o ¢ Von: Oswald, Gerhard B
N Gesendet: - Mittwoch, 5. Januar 2005 17:19
An: . Ziemén, Thomas ’
" Betreff: | WG: Confidential

Vertraulichkeit: Veriraulich
Kategorien: A

——Urspifingliche Nachsicht—-
Von: Brandt, Wemer '
Gesendet: Mittwoch, 5. Januar 2065 13:00
. Am: Shenkman, Arlen ’ : o ) ’ ’
- Cc: Kagermann, Henning; Mackey, James; Word, Jefirey; Geers, Torsten; Zepecki, John; Oswald, Gerhard;
Agassi, Shai : . : ‘
. Betreff: AW: Confidential
Vertraulichkeit: Vertraulich

- Ar!énv,A
_ Thanks for the update.

Some comments:

S 1. TomorrowNow's thoughts or: our rational for an acquisition are fairy presented.

2. The requested purchase price of US$ 15 million is riot the issue:- the real Issue are
the risks we acquire also in the light of SOX. | assume that we do not-have thé time
. for an-extensive due diligence - therefore the reps and warranties musi be very
precisé. Please include the proposed procures and as well as reps and warranties
into the Business Case, - . :

3. TomorrowNow's position towards an-eam-out strikes me - not only because Nam
- argues that SAP wants to change the business strategy or direction and maybe even
* grow it much faster at the expense of profitability (i.e. return on the investrnent) - it
strikes me as 1 see the danger that the owners want to cash our and feave with the

risk that they build a simifar business. How importarit are-these guys for us going
forward ? : v - o ’

_Sé far my comments. 1 look forward 1o see the Business Case.

-Best regards,
" Wemer

~—Urspriingliche Nachricht——
Von: Shenkman, Aden - i

Gesenidet: Dienstag, 4. Januar 2005 23:43 ) - ’ .
An: Brandt, Werner; Oswald, Gerhard; Agassi, Shaj - . e ) |
e Mackey, James; Word, Jefirey; Geers, Torsten; Zépetki, John

Betreff: FW: Genfidential i - :

Vertraulichkeit: Vertraulich - '
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Nachricht ' : i : . Page20f3
Hallo Wemer, Shai and Gerd,

As an update fo the staius of .our continuing discussions with TomorrowNow conceming a poleritial
acquisition, we have attached below TomomowNow's response o our most recent purchase price :
-discussions. Following TomorrowNow’s initial request for a purchase price of $24 million, 3 times expected
2005 revenues, we indicated that it would be difficult for SAP to get comforiable with a purchase price in
excess of 1 times 2005 revenues, or $8 miflion. Afer that discussion, (as noted in the emall below),

- TomgmrowNow has adjusted it's requested purchase price lo approximalely $15 mition.
~ Wehave not received much of the forward looking financial information that we have requested from the »
. Company which is required to finallze our business case. We expeet o receive that information tomomow and
herefore anticipate circulating a business case late-tomorrow or Thursday. - :
Please let us know if you have ahy questions or comments regarding this mafter.

Bestregards, - N . . _ ' S -
Arlen . - 3 .

From: Nany Bui [mailto:nam_bui@tomormwnow,com]
Sent: Tuesday, Janvary 04, 2005 4:52 PM '
To: Mackey, James; Shenkman, Arlen

Cc: Andrew Nelson; Seth Ravin

Subject:

Jim/Aren -

Thank you for your initial $8 million proposat ($4M upfront and $4M eamn-out) that you communicated to me -

this moming. | have had an opporhunity.to review the initial proposal with Seth and Andrew, and compare

. your proposal against other aclive financing and M&A opporitinities we are curretitly considering as our next
steps in moving the business to the next level. . :

Before getting into our thoughts in response to your initial proposal, I want to first - on behalf of Andrew, Seth,
and myself - thank you both and Torsten for the hospitality and warm welcome last week. It was a pleasure
meeting everyone, and we appreciate everyone taking fime away from their hard-lo-come-by vacation time to
meet and explore an opporiunityfo do something great logether. We would also like to wish each of you all

the bestin the coming year.
’ Our thoughts:

~With respett to our.interest in reaching a deal, we wanled fo let you know that we left our meeting feeling
positive that we could help SAP take advantage of the new eiitetprise software market dynamics by -
incregsing and accelerating defection rates from OraclefPeopleSoft to SAP. SAP would Have the ability to -
offer Oracle/PeopleSoft customers the.ability fo get off Oracle/PeopleSoft- maintenance with TomorrowNow

As an added benefil, TomorrowNow is confident in our ‘ability to help on the PeopleSoft side of any migration
program given our extensive track record on complex upgrades. - . - '

We believe this combination of TomonowNow Support Service offering for PeopleSoft Enterprise, -

EnterpriseOne (JDE), and World (JDE) dlients could adt as-a significant deal funnel for SAP's wordwide

license salesforce, worth tens of millions of doliars to SAP. We also befieve that, should TomorrowNow and

SAPreach agreement on a deal quickly, SAP wouild be'in the position to announce its program and leverage

TomorrowNow as afully-proven model with blue-chip clients right in synch with Oracle’s planned, very public

.official launch of the combined Oracle - PeopleSoft organization, strategy, and product plans on Januvary 18,
. 2004. The'SAP.and TomorrowlNow play would be an immediate and serious challenge to Oracle, not a

proposed-challenge o be fulfilied and proven out some‘yeéis down the road.

.
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Nachricht Page3o0f3
Given the strategic value we believe TomofrowNow's experience, clients, team, and proven methodologies

and processes bring to SAP and other potential M&A patiners, , we did not find your initial offer to mest our
financial objectives for a transaction. With what we perceive to be a low valuation, we are also’ expected lo
defer 50% of the value inlo a eam-out strictire, which we can all agree, is somewhat risky and hard to define

in metrics that will assure payout - especially given that you have indicated you may want to change the
business strategy or direction; and maybe even grow it much faster at the expense of profitability. -

A 8 NN 1S 4 e et

o e

We talked about a number that would definitely meet our needs as the basis for a complele sale - 3x 2005

: . projecied total revenues of $8M, or $24M total {minus some required capitatizalion for CAPEX) - so the

neighborhocd of $22M or so. While the $8M is a low valuation given whal we see as a very large opportunity

: for TomorrowNow independently or even larger opportunity with TonorrowNow and SAP together, in the
interest of fast-racking a deal in the next few days that would altow us both to quickly capitalize on Oradle’s -
transition chiallenge, we would be willing 16 consider somewhere closer to middle-ground on our valuation

" objeclives - around $15M. - :

Weé recognize that you have a short window for a go/no go deat, and we are similarly positioned given other )
- fimancing and M8A activities that are ongoing. . : ’

Nam D. Bui

- Chief Financial Officer

% TomorrowNow, Inc.’

’ Tel: 9‘79-'595—13146
Fax: 979-595-1301
‘nam_bui@tomorrowhow.com -
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