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disposition provided the Company with much needed liquidity.

V-Search Disposition. On September 30, 1998, the Company consummated the
sale of its V-Search technology and related patents. This was technology that
the Company acquired in the Site Tech Acquisition. The Company sold the assets

relating to V-Search in cash to Daniel Edgar. The Company received a cash
payment of $100,000.

Recent Acquisitions. On July 11, 1997, the Company consummated the "Site

Tech Acquigition' pursuant to which the Company issued a total of 550,029 shares
of Common Stock, made a cash payment of $60,000 and assumed liabilities of
$73,000 for a total purchase price of $638,000 in exchange for all outstanding
shares of Site. The Company recognized a charge to operations of $500,000 for
the portion of the purchase price determined to be in- process research and

development. ,

On November 19, 1997, the Company consummated the "Inlet Technology

Acquisition" pursuant to which the Company acquired from Inlet certain Internet
technologies. As consideration for the Inlet Technology Acquisition, the Company
issued Notes payable of $825,000 in cash and 360,000 shares of the Company's
Common Stock. The Company recognized a charge to operations of approximately

$1.1 million for the portion of the purchase price determined to be in-process
research and development

See Note 6 of Notes to Consolidated Financial Statements in the Company
Form 10 KSB for the year ended December 31, 1997 for further discussion of the
Site Tech and Inlet Acquisitions.

Revenues. The Company's revenues consist of license revenues from sales of
software products to distributors, resellers and end users. In addition, the
Company derives license revenues from royalty agreements with certain customers.
Under these agreements, the Company typically receives a large percentage of the
aggregate revenues in the form of a nonrefundable royalty paid upon shipment of
the master copy of software, which allows the customer to license a specified
number of copies of the Company's software. In addition, the Company recently

introduced products targeted at the small to medium size businesses ("SMBs") and
corporate department user markets for scalable Web site development and
management solutions. In connection with the introduction of these products, the
Company increased its use of non-retail distribution channels including value
added resellers ("VARg"), original equipment manufacturers ("OEMs”) and Internet
Service Providers ("ISPs").

Software product sales are recognized upon shipment of the product, net of
appropriate allowances for estimated returns. Revenues from software royalty
agreements are recognized upon shipment of a master copy of the software product
if no significant vendor obligations remain under the term of the license
agreements and any amounts to be paid are nonrefundable. Payments received in
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