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SOKOLOFF RANKINGS

The first quarter of the year has been especially
good to both IBM (NYSE:IBM) and ADC
Telecom (NasdaqGS:ADCT). IBM moved
from 16 to 11 and ADCT moved from 17 to 12
in the Sokoloff & Company Rankings.*

For some time various analysts have written
that they believed IBM’s stock was
undervalued. The stock’s P/E was lower than
many of its competitors despite higher relative
profitability. The price of IBM shares has
hovered for almost five years in the
seventy to ninety dollar range,
expected to break $100 and then
inevitably stalling. Finally on

acquisitions which have been instrumental in
IBM’s growth.

In mid May, CFO Mark Loughridge also met

with analysts and announced that IBM
would double its annual earnings per share
by 2010. He said that by cutting costs, buying
back shares, making acquisitions and doubling
sales in emerging markets they would be able
to add $5 to its earnings per share.  Software
sales are expected to account for half of IBM’s
revenue by 2010, up 40% from last year.
CEO, Sam Palmisano has steadily positioned

Sokoloff OSS Index

they came out with what they claim to be the
world’s fastest microprocessor, the Power6
which has the ability to keep the server cool
and save users $100,000 per year in electricity.

Though initially the news of the Power6 was
met with lackluster excitement, there is belief
that this is one of the many new ways for the
company to drive growth and keep the stock
appreciating. The Power6’s unprecedented
speed and environmentally friendly spin is
expected to give IBM the edge in the server
market, garnering one point of market share
every year between now and
2010.

ADC Telecom, a vendor for

January 16", IBM broke through

wireline, wireless, cable,
broadcast, and enterprise

to a record new high, hitting

$100.13. It could not sustain the rally

networks, was featured in our

and dropped below $100 the next

last newsletter and has

continued its ascent from the

day. On April 25" it punched
through again and has remained

third quarter 2006 ranking of

above the century mark all through
May and into early June. As of May
18" it traded at $107.99, the highest
since January 18, 2002 when it hit
$108.44.

IBM has been a study of a large corporation
doing a lot of things right. The recent
acquisitions of Internet Security Systems
and MRO Software in October 2006; a
Forrester research report in January naming
IBM the leader in overall SOA EMEA
offerings; the announcement of two new
development centers in China and India, and
numerous new contract wins, all helped to push
the stock to the hundred dollar mark.

The announcement on April 24™ that IBM
boosted its dividend payout by 33% and
authorized an aggressive stock buyback
program gave the stock a $2.96 surge on the
25" of April. In a shareholder meeting IBM’s
treasurer Jess J. Green Jr. said the company
would still have more than enough room to
continue to invest in the business and make

the company to concentrate on highly lucrative
high-margin software by gradually steering
them away from their reliance on the less
profitable area of hardware sales. Other
positive moves for IBM included a partnership
with Red Hat, Inc. to develop and sell
software to mainframe computers, and the
favorable settling of IBM’s patent suit with
Amazon.

Lastly, it should be noted that IBM has had
a sleek makeover. Being an old standard, it
has been plagued with being a little un-hip.
This has changed with its dedication to the
fashionable growing green movement. IBM
has come on board the environmental
bandwagon and has even pledged 1 billion
dollars in an effort to make corporate data
centers more energy efficient. Moreover,

20, all the way up to 12 this
quarter. ADCT is still
benefiting from the
unloading of two of their
divisions in the month of
January; that of its
professional services business in France and
relinquishing of their interest in BigBand
Networks. It hit a high on April 19" of
$19.02, the highest since May of 2006. April
continued to show an ADCT on the move, with
the stock edging up a bit almost every day .
ADCT introduced a new Gigabit Ethernet
Patch Panel on April 12" and on April 24" the
company appointed a new CFO, James G.
Mathews replacing Gokul V. Hemmady, who
accepted a position with NIl Holdings
(Nasdag:NIHD).

*Determination of rankings is based on the
Enterprise Value to Sales Multiple (EVS). This is
market cap plus debt and any preferred stock, less
cash, divided by trailing twelve month sales. EVS
is an indicator of the relative value of the company
compared to others in the same market.
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Late Breaking Announcement:

On June 6th, Ericsson announced they
are buying LHS for EUR 310 million

(about US $414.5 million). The price is
about 3X revenue and 16X EBITDA.

THE FOREIGN OSS MARKET

This newsletter, Sokoloff & Company
decided to pull together and talk about some

of the top public OSS companies trading on
exchanges outside of the U.S. How does the
OSS industry fare in the financial markets in

the rest of the world, compared to
companies traded on the American
exchanges, which are featured on the
Back Page of every newsletter? The
thirteen businesses we highlight are
traded on a number of exchanges:
Berlin-Bremen (BE), Euronext Paris
(PA), London (LSE), National Stock
Exchange Mumbai, India (NSE) and
Toronto (CDNX). As a primer, we
have broken down each of the
exchanges with a little background.

BERLIN-BREMEN STOCK
EXCHANGE

The Berlin Stock Exchange is
extremely old having its start in 1685
and introducing its first shares in 1772
by the Royal Merchant Marine. Over
300 years later, the BE has grown to be
one of the top exchanges in the country
trading 145 of the most important and
largest investment companies in
Germany. In 2003 the Berlin and
Bremen Stock Exchanges merged to
create the Berlin-Bremen Stock
Exchange (BE). It is separated into
three market segments: the Official,
Regulated, and Unofficial Regulated.

It is on the Unofficial Regulated Market
where all NASDAQ companies are traded
and 14,840 companies from all over the
world are admitted as secondary listings.

Highlighted companies traded on the BE:

Comptel Corporation(CKP) provides
telecom software solutions that offer

mediation, charging and fulfillment

capabilities.

LHS Telekom GmbH & Co. KG (LHS)
delivers telecom billing and customer care
systems across the wireless, wireline, and IP

telecom markets.

SysOpen Digia Plc
(S2Y) is a software
company that
provides ICT
products,

services and
technologies.
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merged in [ Sensex, N100 is the Euronext Excha
2000 with Canadian Index S&P/TSX Composi
the Brussels | NASDAQ, FTSE is the UK Index F
and

Amsterdam stock exchanges to
form Euronext. The Paris market
was renamed Euronext Paris (PA).
As of January 31, 2006 markets
run by Euronext had a market
capitalization of 2.9 trillion,
making it the largest exchange in
the world. All companies traded on
the Euronext are listed on their home
markets, but their shares are traded
on a single platform that spans all
participating countries. Euronext
further went on to merge with NYSE
Group to form NYSE Euronext, the
first global exchange. Euronext
currently has over 1400 listed
companies.

Highlighted companies traded on
the PA:

Capgemini (CAP) is a provider of
consulting, technology, outsourcing
and local professional services.

Sopra Group (SOP) delivers

Outstanding Shares
Revenue FY | RevenueFY | onafully diluted
Stock Price| 2005 2006 basis

Company Trading Symbol | Exchange |Web Site 5/25/07 (000's) (000's) (000's) Market Cap| PIE | PIS

2ergo Itd RGO LSE WWW.2€rgo.com $4.37 $45,857 $58,554 30412 $132,900]  24.28 2.21)
BSG Clearing Solutions BILL LSE www.hillingservicesgroup.com 0.66 $312,252 $356,124 212,664 $179,958 N/Al 051
Capgemini CAP PA WWW.capgemini.com 74.71 $9,354,510 $10,358,028 147241 $11,000,375]  26.87 1,06
Comptel Corporation CKP BE www.comptel.com 2.53 $88,865 $108,200 107,055 $270,849]  36.14 250
LHS Telekom GmbH & Co. KG [LHS BE www.Ihsgroup.com 22.81 $62,706 $96,300 14,546 $332,667)  22.87 3.45
Intec Telecom ITL LSE www.intec-telecom-systems.com 0.83 $230,567 $222,916 305,099 $253,232 NA[ 114
Misys MSY LSE WWW.Misys.com 4.93 $1,697,175 $1,891,552 501,648  $2473125 NAl 131
NTG Clarity Networks Inc. NCI CDNX www.ntgclarity.com 0.09 $5,374 $4,883 24,470 $2,202 NA| 045
Sopra Group SOP PA WWW.S0pragroup.com 92.66 $1,018,064 $1,207,690 10,732 $994.427(  18.24 0.82
Steria RIA PA www.steria.com 63.12 $1,580,072 $1,697,209 18,960]  $1,196,755  16.35 0.71
Subex/Azure Ltd. SUBEX NSE Www.SUbexazure.com 14.92 $29,096 $45,706 41,638 $621,239)  33.16 7.12)
SysOpen Digia Plc S2Y BE www.sysopendigia.com 545 $8,139 $11,426 20,312 $110,700]  16.03 9.69
Tata Consultancy Services TCS NSE WWY.{CS.COM 30.54 $3,288,344 $4,625,921 978,611)  $29,886,780]  29.09 6.46

All Country currencies have been converted in US Dollars
Subex Azure P/S has been adjusted to reflect the acquisition of Syndesis in April 2007.
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LONDON STOCK EXCHANGE

The London Stock Exchange (LSE)
is one of the oldest stock exchanges
in the world tracing its history back
to 1698 in the coffee houses of
London. LSE claims the first
regulated exchange in 1801 which
introduced the modern stock
exchange. Since then, the LSE has
become one of the foremost
exchanges in the world and is the
most international of all stock
exchanges with more than 579
companies from over 65 countries.
NASDAQ currently holds a 30%
stake in LSE and at one time
unsuccessfully attempted to acquire
the LSE. The LSE currently lists
3251 companies.

Highlighted companies traded on
the LSE:

2ergo Itd (RGO) is a provider of
interactive and multi-channel
communications solutions using
mobile technologies, fixed-line
telecommunications and the internet.

BSG Clearing Solutions (BILL) is a
supplier of clearing, settlement, payment,
and financial risk management solutions for
communications service providers.

Intec Telecom (ITL) develops, implements
and supports BSS/OSS for the majority of
the world’s largest communications
providers.

Misys (MSY) specializes in software
products and solutions for the banking,
treasury and capital markets, and healthcare
industries.

9
SUBEX

NATIONAL STOCK
EXCHANGE MUMBAI,
INDIA

The National Stock Exchange Mumbai,
India (NSE) is the largest exchange in
India and the third largest in the world in
terms of volume of transactions. It has
about 1,016 companies listed and was
incorporated in 1992. It is owned by a
myriad of financial and insurance
institutions. An exchange that has
experienced rapid growth, the NSE’s
combined worth of stocks rose 50% in the
past two years making it an attractive target
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for investment. Soon after the Indian
Government lifted its ban on foreign
ownership of exchanges, the NYSE
bought a 20%6 stake of NSE. The NSE has
a current market cap of $4,380,774 Crore
(around 1 trillion American dollars).

Highlighted companies traded on the
NSE:

Subex/Azure Ltd. (SUBEX) is a global
provider of OSS, fraud management and
revenue assurance solutions for telecom
operators worldwide.

Tata Consultancy Services (TATA) is an
IT company that specializes in infrastructure

- .Po:.vé{r_:'ﬁ.gl the ROC

A nice upward trend can be seen across all ex-
changes. The most growth can be found in the

Indian and German exchanges.

outsourcing, consulting and engineering and
industrial services.

TSX VENTURE EXCHANGE

The TSX Venture Exchange (CDNX) falls
under the umbrella of the TSX Group which
also owns and operates the Toronto Stock
Exchange (TSX), the NGX (a market for the
trading and clearing of natural gas and
electricity contracts), and Shorcan, Canada’s
first inter-dealer broker. The TSX
Venture Exchange serves the
public venture equity market and
provides access to capital for
companies at the early stages of
their growth. The Toronto Stock
Exchange offers investors more
solid, predictable investments while
the Venture Exchange offers
investments with higher risk, but
more potential for growth and
higher returns.

Highlighted companies traded on
the TSX Venture Exchange:

NTG Clarity Networks Inc. (NCI)
delivers network, telecom, IT and
infrastructure solutions to network
service providers.

Contact
Sokoloff & Company

Please contact Mark Schwartz
Managing Director,
New Business Development
for a confidential
consultation about your
company’s merger
and acquisition needs.
(818) 547-4500
mschwartz@sokoloffco.com

Do you receive our free weekly e-mail
OSS Newsletter Update? If not, please adjust
your spam filter or sign up easily on-line at

www.sokoloffco.com.

While at our website, surf around.
There’s plenty of useful information,
including our archive of M&A
Transaction Case Histories.

“Always do right. This will gratify
some people and astonish the rest.”
- Mark Twain (1901)
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