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The Company is a leading provider of packaged software and related services to natural gas facility operators in North America, South America and Europe.  Natural gas facility operators include intrastate and interstate pipelines, local distribution companies as well as gathering, storage and processing companies. The Company’s core software application enables facility operators to efficiently manage their contracting and scheduling activities, and provides a Web interface. As a result, the operators can leverage their middle- and back-end systems to increase revenue potential, reduce operational costs through automation and accurate settlement accounting, interact with multiple parties through a Web interface and conduct transactions over the Internet. This functionality, which is critical to the transportation of natural gas, includes receipt and confirmation of schedules, capacity allocation and release, as well as preparation of shipper invoices and remittance. The software also accommodates multiple currencies, units of measurement and conversions, and is the only packaged software solution certified as compliant with the Gas Industry Standards Board (“GISB”) standards for electronic commerce.  The Company also provides customers with implementation, integration and maintenance services.

To date, the Company has sold 38 core systems.  Pricing varies based on a number of factors with the Company having sold licenses ranging from $200,000 to $3.8 million.  Annual maintenance contracts are typically sold for 20% of the license fee.  Implementation and integration services, usually billed on a time and materials basis, range from 1.0x to 1.5x the license fee.

The Company is experiencing strong growth in software license, services and maintenance revenues.  Management expects its revenue to grow from $5.4 million in 1998 to $13.5 million in 2000, or at a compound annual growth rate of 58% and its operating income to increase from approximately ($2.0) million to $2.4 million over the same time period.  In the last twelve months ended March 31, 2000, the Company had revenue and operating income of $13.1 million and $2.1 million, respectively. Projected revenue and operating income for 2001 are $18.2 million and $5.2 million, respectively.

Several drivers provide strong impetus to the Company’s addressable worldwide gas pipeline software market,  estimated at approximately $4 billion, from which the Company is uniquely positioned to benefit: (i) approximately 80% of the Company’s addressable market or 2,300 facilities have inadequate legacy IT systems to function effectively within a rigorous e-commerce environment; (ii) more gas pipelines and gas-fired turbines are being constructed to meet the increasing global consumption; pipeline mileage grew 250% over the last 5 years; (iii) the Federal Energy Regulatory Commission (“FERC”) and the European Union require facility operators to provide Internet-based access to shippers; (iv) deregulation within the global natural gas market has resulted in multiple participants along the value chain who must interact regularly to efficiently transport natural gas from the production points to end-users; and (v) peak load demand is expected to transition the U.S. natural gas market from a daily to hourly market, thereby creating a need for more flexible, robust IT systems, such as the Company’s software solutions.
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Three Months Ended

Estimated FYE

FYE December 31,

March 31,

December 31,

1998A

1999A

1999A

2000A

2000E

2001E

Revenues:

   Software License

$ 2,336,837

$ 4,356,028

45,000

$        

 

1,703,134

$

 

6,792,538

$ 

 

8,654,471

$ 

 

   Professional Services

2,042,896

    

 

4,884,582

    

 

627,772

        

 

814,980

     

 

3,894,140

   

 

5,480,219

   

 

   Maintenance

1,015,770

    

 

1,712,450

    

 

344,010

        

 

635,325

     

 

2,823,489

   

 

4,103,977

   

 

5,395,503

    

 

10,953,060

  

 

1,016,782

     

 

3,153,439

  

 

13,510,167

 

 

18,238,667

 

 

Revenue Growth

NA

103%

NA

210%

23%

35%

Cost of Revenues:

1,906,447

    

 

2,998,774

    

 

950,277

        

 

655,008

     

 

3,062,440

   

 

4,069,254

   

 

Gross Profit

3,489,056

    

 

7,954,286

    

 

66,505

          

 

2,498,431

  

 

10,447,727

 

 

14,169,413

 

 

Gross Margin (%)

65%

73%

7%

79%

77%

78%

Operating Income

(1,998,353)

$ 

 

(1,271,867)

$

 

(2,961,666)

$  

 

456,992

$   

 

2,353,971

$ 

 

5,191,107

$ 

 

Operating Margin (%)

-37%

-12%

-291%

14%

17%

28%
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